PART Hh: CONSOLIDATED FINANCIAL STATEMENTS

U.S. OFFICE OF PERSONNEL MANAGEMENT

CONSOLIDATED BALANCE SHEETS

As of September 30, 2005 and 2004
(In Millions)

2005 2004
ASSETS
Intragovernmental:
Fund Balance with Treasury [Note 2] $1,189 $962
Investments [Note 3] 712,050 679,904
Accounts Receivable [Note 4] 1,366 1,222
Total Intragovernmental 714,605 682,088
Accounts Receivable from the Public, Net [Note 4] 1,036 946
General Property and Equipment, Net 12 10
Other [Note 1L] 732 686
TOTAL ASSETS $716,385 $683,730
LIABILITIES
Intragovernmental $586 $453
Federal Employee Benefits:
Benefits Due and Payable 8,572 8,154
Pension Liability [Note 5A] 1,214,900 1,174,500
Postretirement Health Benefits Liability [Note 5B] 281,558 261,556
Actuarial Life Insurance Liability [Note 5C] 32,263 30,830
Total Federal Employee Benefits 1,537,293 1,475,040
Other [Notes 6 and 12] 1,025 1,002
Total Liabilities 1,538,904 1,476,495
NET POSITION
Unexpended Appropriations 82 49
Cumulative Results of Operations (822,601) (792,814)
Total Net Position (822,519) (792,765)
TOTAL LIABILITIES AND NET POSITION $716,385 $683,730

The accompanying notes are an integral part of the financial statements.
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PART 5: CONSOLIDATED FINANCIAL STATEMENTS

U.S. OFFICE OF PERSONNEL MANAGEMENT
CONSOLIDATED STATEMENTS OF NET COST

For the Years Ended September 30, 2005 and 2004

(In Millions)
'/ [ |
2005 2004
Intragovernmental Gross Costs [Note 1D] — —
Gross Costs with the Public $68,461 $68,626
) Total Gross Costs 68,461 68,626
ngggg#eﬁts Intragovernmental Earned Revenue (28,381) (29,070)
Earned Revenue with the Public (3,112) (3,294)
Total Earned Revenue (31,493) (32,364)
Total Net Cost $36,968 $36,262
Intragovernmental Gross Costs [Note 1D] — —
Gross Costs with the Public $26,629 $21,913
) Total Gross Costs 26,629 21,913
FE;étgﬂde y Intragovernmental Earned Revenue (25,413) (22,912)
enefits . .
Earned Revenue with the Public (958) (883)
Total Earned Revenue (26,371) (23,795)
Total Net Cost $258 ($1,882)
Intragovernmental Gross Costs [Note 1D] — —
Gross Costs with the Public $49,766 $49,453
. Total Gross Costs 49,766 49,453
Provide ~ |itragovernmental Earned Revenue (15,174) (13,967)
Health Benefits ’ ’
Earned Revenue with the Public (8,448) (7,951)
Total Earned Revenue 23,622) (21,918)
Total Net Cost $26,144 $27,535
Intragovernmental Gross Costs [Note 1D] — —
Gross Costs with the Public $3,585 $3,640
Provide Total Gross Costs 3,585 3,640
Life Insurance Intragovernmental Earned Revenue (1,651) (1,645)
Benefits Earned Revenue with the Public (1,907) (1,806)
Total Earned Revenue (3,558) (3,451)
Total Net Cost $27 $189
Intragovernmental Gross Costs $136 $39
. Gross Costs with the Public 754 577
Provide Total Gross Costs 890 616
R’;’gmﬂge Intragovernmental Earned Revenue (687) (546)
Services Earned Revenue with the Public (1) (2)
Total Earned Revenue (688) (548)
Total Net Cost $202 $68
Intragovernmental Gross Costs $136 $39
Gross Costs with the Public 149,195 144,209
Total Total Gross Costs 149,331 144,248
Net Cost Intragovernmental Earned Revenue (71,306) (68,140)
of Operations  Earned Revenue with the Public (14,426) (13,936)
Total Earned Revenue (85,732) 82,076)
Total Net Cost $63,599 $62,172

The accompanying notes are an integral part of the financial statements.
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PART 5: CONSOLIDATED FINANCIAL STATEMENTS

U.S. OFFICE OF PERSONNEL MANAGEMENT

COMBINED STATEMENTS OF BUDGETARY RESOURCES
For the Years Ended September 30, 2005 and 2004

(In Millions)
' /[ |
2005 2004
BUDGETARY RESOURCES
Appropriations:
Received $8,019 $7,515
Other 60 (32)
Trust Fund Receipts:
Appropriated 83,691 82,414
Temporarily Precluded from Obligation [Note 7] (28,649) (29,940)
Transfers-in Without Reimbursement 6 0
Unobligated Balance - Beginning of Period 36,083 32,815
Spending Authority from Offsetting Collections:
Collected 35,841 33,307
Changes in Receivables from Federal Sources
and Unfilled Customer Orders 66 151
Subtotal 35,907 33,458
Recissions and Recoveries of Prior-Year Obligations 32 39
Total Budgetary Resources $135,149 $126,269
STATUS OF BUDGETARY RESOURCES
Obligations Incurred: [Note 9]
Direct $95,182 $89,703
Reimbursable 684 483
Subtotal 95,866 90,186
Unobligated Balance:
Available 126 222
Not available 39,157 35,861
Subtotal 39,283 36,083
Total Status of Budgetary Resources $135,149 $126,269
RELATIONSHIP OF OBLIGATIONS TO OUTLAYS
Obligations Incurred $95,866 $90,186
Plus: Obligated Balance, Net - Beginning of Period 7,901 7,785
Plus: Obligated Balance Transferred-in 10 0
Less: Obligated Balance, Net - End of Period:
Accounts Payable and Undelivered Orders 10,332 9,885
Accounts Receivable and Unfilled Customer Orders (2,042) (1,984)
Subtotal 8,290 7,901
Less: Changes in Receivables from Federal Sources
and Unfilled Customer Orders 66 151
Recoveries of Prior-Year Obligations 34 0
Outlays:
Disbursements 95,387 89,919
Collections (35,841) (33,307)
Subtotal 59,546 56,612
Less: Distributed Offsetting Receipts 25,652 25,958
Net Outlays $33,894 $30,654

The accompanying notes are an integral part of the financial statements.
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PART 5: CONSOLIDATED FINANCIAL STATEMENTS

U.S. OFFICE OF PERSONNEL MANAGEMENT

CONSOLIDATED STATEMENTS OF FINANCING

For the Years Ended September 30, 2005 and 2004
(In Millions)

2005 2004

RESOURCES USED TO FINANCE ACTIVITIES
Budgetary Resources Obligated:

Obligations Incurred $95,866 $90,186

Spending Authority from Offsetting Collections (35,907) (33,458)

Appropriated Trust Fund Receipts (83,691) (82,414)
Offsetting Receipts 25,652 25,958

Net Budgetary Resources Obligated 1,920 272

Other (33) (11)

Total Resources Used to Finance Activities 1,887 261
RESOURCES USED TO FINANCE ITEMS NOT PART

OF NET COST OF OPERATIONS 49 27
COMPONENTS OF NET COST OF OPERATIONS THAT WILL NOT

REQUIRE OR GENERATE RESOURCES IN THE CURRENT PERIOD
Components Requiring or Generating Resources in Future Periods:

Increase in Actuarial Liabilities 61,835 61,912

Exchange Revenue not in the Budget (225) (50)
Components not Requiring or Generating Resources 53 22

Total Components of Net Cost of Operations that Will Not Require

or Generate Resources in the Current Period 61,663 61,884

NET COST OF OPERATIONS _$63,599  $62,172

The accompanying notes are an integral part of the financial statements.
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U.S. Office OfPersonnel Management
PArRT 5: NOTES To FINANCIAL STATEMENTS

September 30, 2005 and 2004
[In millions]

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity
The United States Office of Personnel Management (OPM) is the Federal Government’s human resources agency. It
was created as an independent agency of the Executive Branch of Government on January 1, 1979. Many of the func-

tions of the former Civil Service Commission were transferred to OPM at that time.

The accompanying financial statements present OPM’s financial position, net cost of operations, change in net posi-
tion, status of budgetary resources, and a reconciliation of its net cost of operations to its budgetary obligations as
required by the Chief Financial Officers Act of 1990 (CFO Act) and the Government Management Reform Act of
1994 (GMRA). The financial statements include all accounts — appropriation, trust, trust revolving and revolving
funds — under OPM’s control. The financial statements do not include the effect of any centrally-administered assets

and liabilities related to the Federal Government as a whole, which may in part be attributable to OPM.
The financial statements are comprised of the following major programs administered by OPM:

Retirement Program. The Program is comprised of two defined-benefit pension plans: the Civil Service Retirement
System (CSRS) and the Federal Employees’ Retirement System (FERS). Together, the two plans cover substantially
all full-time, permanent civilian Federal employees. The CSRS, implemented in 1921, is a stand-alone plan, providing
benefits to most Federal employees hired before 1984. The FERS, established in 1986, uses Social Security as its base
and provides an additional defined benefit and a voluntary thrift savings plan to most employees entering the Federal
service after 1983; OPM does not administer the Thrift Savings Plan. Both plans are operated via the Civil Service
Retirement and Disability Fund (CSRDF), a trust fund.

Health Benefits Program. The Program provides hospitalization and major medical protection to Federal employees,
retirees, former employees, family members, and former spouses. The Program, implemented in 1960, is operated
through two trust revolving funds: the Employees Health Benefits Fund and the Retired Employees Health Benefits
Fund. To provide benefits, OPM contracts with two types of health benefits carriers: fee-for-service, whose participants
or their health care providers are reimbursed for the cost of services, and health maintenance organizations (HMOs),
which provide or arrange for services on a prepaid basis through designated providers. Most of the contracts of car-
riers that provide fee-for-service benefits are experience-rated, with the amount contributed by and for participants
affected by, among other things, the number and size of claims. Most HMO contracts are community-rated, so that
the amount paid by and for participants is essentially the same as that paid by and for participants in similarly-sized

subscriber groups.

Life Insurance Program. The Program provides group term life insurance coverage to Federal employees and retirees.
The Program was implemented in 1954 and significantly modified in 1980. It is operated through the Employees

Group Life Insurance Fund, a trust revolving fund, and is administered, virtually in its entirety, by the Metropolitan
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PART 5: NOTES To FINANCIAL STATEMENTS

Life Insurance Company under contract with OPM. The Program provides Basic life insurance (which includes ac-

cidental death and dismemberment coverage) and three packages of optional coverage.

Revolving Fund Programs. OPM provides a variety of human resource-related services to other Federal agencies, such
as pre-employment testing, security investigations, and employee training. These activities are financed through an

intragovernmental revolving fund.

Salaries and Expenses. Salaries and Expenses provides the budgetary resources used by OPM to administer the Agency.
These resources are furnished by annual, multiple-year, and no-year appropriations. Annual appropriations are made for
a specified fiscal year and are available for obligation only during that fiscal year. Multiple-year appropriations are avail-
able for a definite period in excess of one fiscal year. No-year appropriations are available for obligation without fiscal

year limitation.

B. Basis of Accounting and Presentation

These financial statements have been prepared to report the financial position, net cost, changes in net position, budget-
ary resources and reconciliation of net cost to budgetary obligations of OPM as required by the CFO Act and GMRA.
These financial statements have been prepared from the books and records of OPM in accordance with accounting prin-
ciples generally accepted in the United States of America (GAAP) and Office of Management Budget (OMB) Circular
No. A-136, “Financial Reporting Requirements.” GAAP for Federal entities are the standards prescribed by the Federal
Accounting Standards Advisory Board (FASAB), which is the official standard-setting body for the Federal Govern-
ment. These financial statements present proprietary and budgetary information. OPM, pursuant to OMB directives,

prepares additional financial reports that are used to monitor and control OPM’s use of budgetary resources.

OPM has presented comparative financial statements for the Consolidated and Consolidating Balance Sheets, Con-
solidated and Consolidating Statements of Net Cost, Consolidated and Consolidating Statements of Changes in Net
Position, Combined and Combining Statements of Budgetary Resources, and Consolidated and Consolidating State-
ments of Financing, in accordance with OMB financial statement reporting guidelines. Certain prior year amounts

have been reclassified to conform to current year presentation.

The financial statements should be read with the realization that they are for a component of the United States
Government, a sovereign entity. One implication of this is that liabilities cannot be liquidated without legislation that

provides resources and legal authority to do so.

The accounting structure of Federal agencies is designed to reflect both accrual and budgetary accounting transac-
tions. Under the accrual method of accounting, revenues are recognized when earned, and expenses are recognized
when incurred, without regard to receipt or payment of cash. The budgetary accounting principles, on the other
hand, are designed to recognize the obligation of funds according to legal requirements, which in many cases is prior
to the occurrence of an accrual-based transaction. The recognition of budgetary accounting transactions is essential

for compliance with legal constraints and controls over the use of Federal funds.

C. Use of Management's Estimates
The preparation of financial statements in accordance with GAAP requires management to make certain estimates.
These estimates affect the reported amounts of assets and liabilities at the date of the financial statements and the report-

ed amounts of earned revenues and costs during the reporting period. Actual results could differ from those estimates.

D. Financial Statement Classifications
Entity vs. Non-entity Assets. Entity assets are those that the reporting entity has the legal authority to use in its opera-
tions. Accordingly, all of OPM’s assets are entity assets.
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PART 5: NOTESs To FINANCIAL STATEMENTS

Intragovernmental and Other Balances. Throughout these financial statements, intragovernmental assets, liabilities,
revenues and costs have been classified according to the type of entity with which the transactions are associated.
OPM classifies as intragovernmental, those transactions with other Federal entities, including the U.S. Postal Service
(USPS). In accordance with Federal accounting standards, OPM classifies employee contributions to the Retirement,
Health Benefits and Life Insurance Programs as exchange revenues “from the public.” OPM’s entire gross cost to
provide Retirement, Health and Life Insurance benefits, however, is classified as costs “with the public” because the
recipients of these benefits are Federal employees, retirees, and their survivors and families. As a consequence, on the
accompanying consolidated Statements of Net Cost and in other notes to OPM’s financial statements, OPM reports
that there are no intragovernmental gross costs to provide Retirement, Health and Life Insurance benefits. The con-
solidated Statement of Net Cost provides its users with the ability to ascertain whether OPM’s exchange revenues are

sufficient to cover the total cost it has incurred to provide Retirement, Health and Life Insurance benefits.

Exchange vs. Non-exchange Revenue. Exchange or earned revenue is an inflow of resources to a Government entity
that the entity has earned; it arises when each party to a transaction sacrifices value and receives value in return. All
of OPM’s revenues are classified as exchange revenues. Federal reporting standards require that earnings on invest-
ments be classified in the same manner as the entity’s “predominant source of revenue;” OPM, therefore, classifies

it as earned revenue. Employing agency and participant contributions to the Retirement, Health Benefits and Life
Insurance Programs (as well as the special contributions by the USPS) are classified as exchange revenues, since they

represent exchanges of money and services in return for current and future benefits.

Liabilities Covered by Budgetary Resources. OPM has no authority to liquidate a liability, unless budgetary resources have

been made specifically available to do so. Where budgetary resources have not been made available, the liability is disclosed as
being “not covered by budgetary resources.” Since no budgetary resources have been made available to liquidate the Pension,
Postretirement Health Benefits, and Actuarial Life Insurance Liabilities, they are disclosed as being “not covered by budgetary

resources.” With minor exception, all other OPM liabilities are disclosed as being “covered by budgetary resources.”

Net Position. OPM’s Net Position is classified into two separate balances. The Cumulative Results of Operations com-
prises OPM’s net results of operations since its inception. Unexpended Appropriations is the balance of appropriated

authority granted to OPM against which no outlays have been made.

Obligated vs. Unobligated Balance. OPM’s Combined Statements of Budgetary Resources present its unobligated

and obligated balances as of the end of the fiscal year. The obligated balance reflects the budgetary resources against
which OPM has incurred obligations, but has not made outlays. The unobligated balance is the portion of budgetary
resources against which OPM has not yet incurred obligations. OPM’s unexpended balance is the total of its obligated

and unobligated balances.

Direct vs. Reimbursable Obligations. A reimbursable obligation reflects the costs incurred to perform services or
provide goods that must be paid back by the recipients. OPM classifies all of its incurred obligations as direct, except
those of the Revolving Fund Programs.

E. Net Cost of Operations
To derive its net cost of operations, OPM deducts the earned revenues associated with its gross cost of providing ben-

efits and services on the accompanying Consolidated Statements of Net Cost.

Gross Cost of Providing Benefits and Services. OPM’s gross cost of providing benefits and services is classified by
responsibility segment. All Program costs (including Salaries and Expenses) are directly traced, assigned, or allocated
on a reasonable and consistent basis to one of five responsibility segments. The following table associates OPM’s gross

cost by Program to its responsibility segments:
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PART 5: NOTES To FINANCIAL STATEMENTS

Program Responsibility Segment

Retirement Proaram Provide CSRS Benefits
g Provide FERS Benefits
Health Benefits Program Provide Health Benefits
Life Insurance Program Provide Life Insurance Benefits

Revolving Fund Programs

. Provide Human Resources Services
Salaries and Expenses

Earned Revenue. OPM has two major sources of earned revenues: earnings on its investments and the contributions to

the Retirement, Health Benefits and Life Insurance Programs by and for participants.

F. Program Funding

Retirement Program. Service cost represents an estimate of the amount of contributions which, if accumulated and
invested over the careers of participants, will be sufficient to fund fully their future CSRS or FERS benefits. For fiscal
years 2005 and 2004, the service cost for most or “regular” CSRS participants is 25.0 percent of pay; for most or “regu-
lar” FERS participants, 12.0 percent of pay. Federal accounting standards require that employing agencies recognize

an imputed cost for the difference between the amount contributed by and for their participating employees and the
service cost of the CSRS and FERS.

CSRS. Both CSRS participants and their employing agencies are required by statute to make contributions to CSRS
coverage. Regular CSRS participants and their employers each contributed 7.0 percent of pay in both fiscal years
2005 and 2004. The combined 14.0 percent of pay does not cover the service cost of a CSRS benefit. To lessen the
shortfall, the Treasury is required by statute to transfer an amount annually from the General Fund of the United
States to the CSRDF [See Note 1G.]; for fiscal years 2005 and 2004, this amount was $25.6 and $25.9 billion,
respectively. Additionally, the USPS is required by statute to contribute an amount equal to the service cost of the
CSRS less the amount actually contributed by USPS participants. Accordingly, the USPS contributed 18.0 percent
of the pay of its participating employees in both 2005 and 2004. The statute also requires the USPS to contribute
annually an amount that would amortize over 40 years the “supplemental liability” that has resulted from the

CSRS benefits earned by its employees.

FERS. Both FERS participants and their employing agencies are required by statute to make contributions for
FERS coverage. The FERS participant contribution rate is equal to the CSRS participant contribution rate less the
prevailing Old Age Survivor and Disability Insurance deduction rate; 0.8 percent for most participants for fiscal
years 2005 and 2004. The employer contribution rate is equal to the FERS service cost less the participant contribu-
tion rate [11.2 percent of pay in fiscal years 2005 and 2004 for most participants]. The total contributions by and for
FERS participants [12.0 percent], therefore, fully funded the FERS service cost in both fiscal years 2005 and 2004.

Health Benefits Program. The Program is funded on a “pay-as-you-go” basis, with both participants and their employ-
ing agencies making contributions on approximately a one-quarter to three-quarters basis (OPM contributes the “em-
ployer” share for Retirement Program annuitants via an appropriation). The Program continues to provide benefits

to active employees (or their survivors) after they retire (postretirement benefits). With the exception of the USPS,
agencies are not required to make contributions for the postretirement coverage of their active employees. These agen-
cies, therefore, must recognize the service cost of providing postretirement health benefits for active employees [$4,903

and $4,420 per participant for fiscal years 2005 and 2004, respectively] as an imputed cost.

Life Insurance Program. The Program is funded on a “pay-as-you-go” basis, with both participants and their employ-
ing agencies making contributions to Basic life insurance coverage, generally on a two-thirds to one-third basis (OPM

contributes the “employer” share for Retirement Program annuitants via an appropriation). The Program is funded
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by means of the “level premium” method, where contributions paid by and for participants remain fixed until age
65, but overcharge during early years of coverage to compensate for higher rates of expected outflows at later years.
A portion of postretirement life insurance coverage (0.02 percent of the pay of participating employees in fiscal years

2005 and 2004) is not funded. Employing agencies must recognize this amount as an imputed cost.

Revolving Fund Programs. OPM’s Revolving Fund Programs provide for a continuing cycle of human resource services
primarily to Federal agencies on a reimbursable basis. Each program is operated at rates established by OPM to be
adequate to recover costs over a reasonable period of time. Receipts derived from operations are, by law, available in
their entirety for use of the fund without further action by Congress. Since the Revolving Fund Programs charge full

cost, customer agencies, as well as responsibility segments within OPM, do not recognize imputed costs.

G. Financing Sources Other Than Earned Revenue

OPM receives inflows of assets from financing sources other than earned revenue. These financing sources are not
deducted from OPM’s gross cost of providing benefits and services on the Consolidated Statements of Net Cost, but
added to its net position on the Consolidated Statements of Changes in Net Position. OPM’s major financing sources

other than earned revenue are:

Transfer-in from the General Fund. The U.S. Treasury is required by law to transfer an amount annually to the
Retirement Program from the General Fund of the U.S. to subsidize in part the under-funding of the CSRS.

Appropriations Used. By an act of Congress, OPM receives appropriated authority allowing it to incur obligations
and make expenditures to cover the operating costs of the agency (“Salaries and Expenses”) and the Government’s
share of the cost of Health and Life Insurance benefits for Retirement Program annuitants. OPM recognizes ap-

propriations as “used” at the time it incurs these obligations against its appropriated authority.

H. Budgetary Resources

Budgetary resources reflect OPM’s authority to incur obligations that will result in the outlay of monies. OPM
receives new budgetary resources each fiscal year in the form of appropriations, trust fund receipts, and spending
authority from offsetting collections. In addition, OPM normally carries-over a balance of unobligated budgetary
resources from the prior fiscal year, which is generally unavailable for obligation, but may be drawn-upon should new

budgetary resources be insufficient to cover obligations incurred.

Appropriations. By act of Congress, OPM receives budgetary resources in the form of appropriations that allow it to incur
obligations to pay (1) the Government’s share of the cost of Health and Life Insurance benefits for Retirement Program
annuitants and (2) in part, the administrative and operating expenses of the Agency. At fiscal year-end, any unobligated bal-

ances in the appropriations that fund the Government’s share of the cost of Health and Life Insurance benefits are cancelled.

Trust Fund Receipts. The amounts collected by OPM and credited to the CSRDF generate budgetary resources in the
form of trust fund receipts. Trust fund receipts are considered to be immediately appropriated and available to cover
the valid obligations of the Retirement Program as they are incurred. At the end of each fiscal year, the amount by
which OPM’s trust fund receipts have exceeded its incurred obligations are temporarily precluded from obligation
and added to OPM’s trust fund balance [See Note 7].

Spending Authority from Offsetting Collections. The amount collected by OPM and credited to the Health Benefits, Life
Insurance and Revolving Fund Programs generates budgetary resources in the form of “spending authority from offset-
ting collections” (SAOC). During the fiscal year, the obligations incurred by OPM for these Programs may not exceed
their SAOC or the amounts apportioned by OMB, whichever is less. At year-end, the balance of SAOC in excess of

obligations incurred is brought forward into the subsequent fiscal year, but is generally unavailable for obligation.
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I.  Fund Balance with Treasury

Fund Balance with Treasury (FBWT) comprises the aggregate total of OPM’s unexpended, uninvested balances in its
appropriation, trust, revolving, and trust revolving accounts. All of OPM’s collections are deposited into and its expen-
ditures paid from one of its FBWT accounts. OPM invests FBWT balances associated with the Retirement, Health

Benefits, and Life Insurance Program that are not immediately needed to cover expenditures.

J. Investments

OPM invests the excess FBWT for the Retirement, Health Benefits, and Life Insurance Programs in securities guaranteed
by the United States as to principal and interest. Retirement Program monies are invested initially in Certificates of Indebt-
edness (“Certificates”), which are issued by the Treasury at par value and mature on the following June 30. The Certificates
are routinely redeemed at face value to pay for authorized Program expenditures. Each June 30, all outstanding Certificates
are “rolled over” into special Government account series (GAS) securities that are issued by the Treasury at par-value, with
a yield equaling the average of all marketable Public Debt securities with four or more years to maturity. The Retirement
Program also carries, but does not routinely invest in, securities issued by the Federal Financing Bank (FFB) and a small

amount of other securities. All Health Benefits and Life Insurance Program monies are invested in GAS securities.

K. Accounts Receivable, Net

Accounts receivable consist of amounts owed to OPM by Federal entities (“intragovernmental”) and amounts owed
by the public (“from the public”). The balance of accounts receivable from the public is stated net of an allowance for
uncollectible amounts, which is based on past collection experience and an analysis of outstanding amounts. OPM

regards its intragovernmental accounts receivable balance as fully collectible.

L. Other Assets

This represents the balance of assets held by the experience-rated carriers participating in the Health Benefits Pro-

gram and by the Life Insurance Program carrier, pending disposition on behalf of OPM.

M. General Property and Equipment

OPM capitalizes major long-lived software and equipment. Software costing over $10 thousand is capitalized at the
cost of either purchase or development, and is amortized using a straight-line method over a useful life of five years.
Equipment costing over $10 thousand is capitalized at purchase cost and depreciated using the straight-line method

over five years. The cost of minor purchases, repairs and maintenance is expensed as incurred.

N. Benefits Due and Payable

Benefits due and payable is comprised of two categories of accrued expenses. The first reflects claims filed by par-
ticipants in the Retirement, Health Benefits and Life Insurance Programs that are unpaid in the current reporting
period and includes an estimate of Health Benefits and Life Insurance claims incurred but not yet reported. The sec-
ond is a liability for the amount owed as premiums to community-rated carriers participating in the Health Benefits

Program that are unpaid in the current reporting period.

0. Actuarial Liabilities and Associated Expenses

OPM records actuarial liabilities [the Pension Liability, Postretirement Health Benefits Liability, and the Actuarial Life Insur-
ance Liability] and associated expenses. These liabilities are measured as of the first day of the year, with a “roll-forward” or
projection to the end of the year. The “roll-forward” considers all major factors that affect the measurement that occurred dur-

ing the reporting year, including pay raises, cost of living allowances, and material changes in the number of participants.
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P. Cumulative Results of Operations

The balance of OPM’s Cumulative Results of Operations is negative because of the recognition of actuarial liabilities

that will be liquidated in future periods.

Q. Tax Status

As an agency of the Federal Government, OPM is generally exempt from all income taxes imposed by any governing

body, whether it be a Federal, state, commonwealth, local, or foreign government.

NOTE 2 — FUND BALANCE WITH TREASURY
Fund Balances. OPM’s FBWT balances by account type at the end of fiscal years 2005 and 2004 are:

Retirement Program Health Benefits Program Life Insurance Program Total
Trust Fund $23 = = - $23
Revolving Fund = = - §233 233
Appropriated Funds = $826 $4 99 929
Trust Revolving Funds = 3 1 = 4
Total $23 3829 S5 $332 31189
Trust Fund $13 = = - $13
Revolving Fund = = - N 77
Appropriated Funds = $760 $4 106 870
Trust Revolving Funds - 1 1 = 2
Total S13 S761 S5 S183 3962

Status of Unexpended Balances. OPM’s unexpended balances are comprised of its FBWT and its investments (at
par, net of original discount). The following table presents the portions of OPM’s unexpended balances that are obli-

gated, unobligated and precluded from obligation at the end of fiscal years 2005 and 2004:

Retirement Program

Health Benefits Program

Life Insurance Program

Total

UNEXPENDED BALANCES
FBWT $23 $829 $5 $332 $1,189
Investments 660,749 12,506 29,050 - 702,305
Total, Unexpended Balance $660,772 $13.335 $29,055 $332 $703,494
STATUS OF UNEXPENDED BALANCES
Obligated $4,851 $3,219 $338 ($118) $8,290
Unobligated:
Available - - - 126 126
Unavailable - 10,116 28,117 324 39,157
Precluded (See Note 7) 655,921 - - - 655,921
Total Status of Unexpended $660.772 $13,335 $29055 $332 $703494

Balances
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2004 Retirement Program Health Benefits Program Life Insurance Program Other Total
UNEXPENDED BALANCES
FBWT $13 $761 $5 $183 $962
Investments 631,858 10,757 21,619 - 670,294
Total, Unexpended Balances $631.871 S1.518 $27.684 S183 S671.256
STATUS OF UNEXPENDED BALANCES
Obligated $4,599 $3,110 $314 (§122) $7,901
Unobligated:
Available - - - 222 222
Unavailable S 8,408 27,370 83 35,861
Precluded (See Note 7) 627,272 - - - 627,272

Total, Status of Unexpended

Balances 5631871 Si518 827,684 $183 $671256

NOTE 3 — INVESTMENTS

All of OPM’s investments are in securities issued by other Federal entities and are therefore classified as intragovern-
mental. See Note 1] for the amortization method. The following tables summarize OPM’s investments by Program

at the end of fiscal years 2005 and 2004:

Amortized Discount/ Unamortized Discount/
. Investments .
(Premium) (Premium)

As of September 30, 2005

Market Value

Retirement Program:

Par-value GAS securities $619,277 = $619,277 = $619,277
Certificates of Indebtedness 21,473 - 21,473 - 21,473
FFB Securities 14,000 = 14,000 = 14,000
Subtotal 660,750 = 660,750 = 660,750
Interest Receivable - - 8,967 - -
Total Retirement Program 660,750 = 669,717 = 660,750

Health Benefits Program:

GAS securities 12,576 ($13) 12,563 $31 12,412
Interest Receivable = = 43 = =
Total Health Benefits Program 12,576 (813 12,606 31 12,412

Life Insurance Program

GAS securities 29,129 303 29,432 (53) 29,102
Interest Receivable - - 295 - -
Total Life Insurance Program 29,129 303 29,121 (53) 29,102
Total Investments $702,455 $290 $712,050 (522) $702,264
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Amortized Discount/ Unamortized Discount/
Investments

(Premium) (Premium) Market Value

As of September 30, 2004

Retirement Program:

Par-value GAS securities $600,162 = $600,162 = $600,162
Certificates of Indebtedness 31,587 - 31,587 - 31,587
Other 110 - 110 - 114

Subtotal 631,859 = 631,859 o 631,863
Interest Receivable - - 8,901 - -
Total Retirement Program 631,859 = 640,760 = 631,863

Health Benefits Program:

GAS securities 10,826 ($6) 10,820 $46 10,828
Interest Receivable = = 33 - -
Total Health Benefits Program 10,826 (6) 10,853 46 10,828

Life Insurance Program:

GAS securities 21,781 207 27,988 (119) 28,365

Interest Receivable - - 303 - -
Total Life Insurance Program 21,781 207 28,291 (19) 28,365
Total Investments $670,466 S201 3679904 (573) $671056

NOTE 4 — AccOUNTS RECEIVABLE, NET

Intragovernmental. The balances comprising OPM’s intragovernmental accounts receivable as of September 30, 2005
and 2004 are:

Retirement Program Health Benefits Program Life Insurance Program Total

Employer contributions B

e ST17 $520 $16 $1,253
Other - - - S113 13
Total S717 3520 S16 Si3 31,366

2004

Employer contributions B

receivable S624 3438 S14 $1,076
Other = - - $146 146
Total $624 $438 S14 S146 S1222
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From the Public. The balances comprising the accounts receivable OPM classifies as “from the public” at September 30,

2005 and 2004 are presented, in the following table. See Note 1K. for the methodology used to determine the allowance.

Retirement Program Health Benefits Program Life Insurance Program Total

Partlgpant contributions $154 §528 $103 B §785
receivable
Overpayment of benefits 122 B B B 122
[net of allowance of $52 ]
Due from carriers
[net of allowance of $2] 44 44
Other = - - $85 85
Total $276 $572 $103 $85 $1,036

2004
Employer contributions B
receivable $143 $484 $91 $718
Overpayment of benefits 115 } } } 115
[net of allowance of $54]
Due from carriers B 27 B B 27
[net of allowance of $5]
Other = = - $86 86
Total $258 S511 $91 $86 $946

NOTE 5 — FEDERAL EMPLOYEE BENEFITS

A. Pensions

OPM’s actuary, in computing the Pension Liability and associated expense, applies economic assumptions to historical
cost information to estimate the Government’s future cost to provide CSRS and FERS benefits to current and future
retirees. The estimate is adjusted by the time value of money and the probability of having to pay benefits due to as-
sumed decrements for mortality, morbidity, and terminations. Actuarial gains or losses occur to the extent that actual

experience differs from these assumptions.

Economic Assumptions. The economic assumptions used to calculate the Pension Liability and related expense were
consistent with those for fiscal year 2004. The following table presents the significant economic assumptions used to

compute the Pension Liability in fiscal years 2005 and 2004:

2005 2004

Interest rate 6.25% 6.25%
Rate of inflation 3.25% 3.25%
Rate of increases in salary 4.00% 4.00%
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Pension Expense. The following tables present Pension Expense by cost component for fiscal years 2005 and 2004:

2005 CSRS FERS TOTAL
Service cost $11,145 $13,833 $24978
Interest cost 60,137 12,341 12,418
Actuarial (gain)/loss (2,821) 455 (2,366)
Pension Expense 368,461 326,629 $95,090
Service cost $1,707 $12,733 $24,440
Interest cost 59,059 11,082 70,141
Actuarial (gain) (2,140) (1,902) (4,042)
Pension Expense 568,626 $21913 $90,539

Pension Liability. The following tables present the Pension Liability at September 30:

2005 CSRS FERS TOTAL
Pension Liability at October 1, 2004 $982,700 $191,800 $1,174,500
Plus: Pension Expense 68,461 26,629 95,090
Less: Costs applied to Pension Liability 52,161 2,529 54,690
Pension Liability at September 30, 2005 $999,000 $215,900 $1.214,900
Pension Liability at October 1, 2003 $964,100 $§172,000 $1.136,100
Plus: Pension Expense 68,626 21913 90,539
Less: Costs applied to Pension Liability 50,026 2,113 52,139
Pension Liability at September 30, 2004 $962,700 $191,800 S1174,500

Costs Applied to the Pension Liability. In accordance with Federal accounting standards, the Pension Liability is
reduced by the total operating costs of the Retirement Program. The following table presents the costs applied to the
Pension Liability in fiscal years 2005 and 2004:

2005 CSRS FERS TOTAL
Annuities $51,840 $2,400 $54,240
Refunds of contributions 204 89 293
Administrative and other expenses nr 40 157
Costs applied to the Pension Liability $52,161 $2.529 $54,690
Annuities $49,690 $2,005 $51,695
Refunds of contributions 220 83 303
Administrative and other expenses 116 25 141
Costs applied to the Pension Liability $50,026 S2.113 852139
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B. Postretirement Health Benefits

OPM’s actuary, in computing the Postretirement Health Benefits (PRHB) Liability and associated expense, applies
economic assumptions to historical cost information to estimate the Government’s future cost of providing postretire-
ment health benefits to current employees and retirees. The estimate is adjusted by the time value of money and the
probability of having to pay benefits due to assumed decrements for mortality, morbidity, and terminations. Actuarial
gains or losses will occur to the extent that actual experience differs from the assumptions used to compute the PRHB

Liability and associated expense.

Economic Assumptions. The following table presents the significant economic assumptions used to compute the
PRHB Liability as of the September 30 measurement date:

2005 2004
Interest rate 6.25% 6.25%
Increase in per capita cost of covered benefits 7.00% 7.00%

PRHB Expense. The following presents the PRHB Expense by cost component for fiscal years 2005 and 2004:

Service cost $1,074 $10,288
Interest cost 16,532 15,337
Actuarial loss 2,955 5,865
PRHB Expense $30,561 $31,490

PRHB Liability. The following table presents the PRHB Liability at the September 30 measurement date:

PRHB Liability at the beginning of the year $261,556 $239,525
Plus: PRHB Expense 30,561 31,490
Less: Costs applied to the PRHB Liability 10,559 9,459
PRHE Liability at the end of the year $281,558 $261,556

Costs Applied to PRHB Liability. In accordance with Federal accounting standards, OPM reduces the PRHB Liability
by applying certain Program costs. The following table presents the costs that have been applied to the PRHB Liabil-

ity in fiscal years 2005 and 2004:

2005

2004

Current benefits $7.726 $6,866
Premiums 2,078 1,861
Administrative and other expenses 755 732
Total costs applied to the PRHB Liability $10,559 $9459
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Effect of Assumptions. The increase in the per capita cost of covered benefits assumed by OPM’s actuaries (7.0 percent
in fiscal years 2005 and 2004) has a significant effect on the amounts reported as the PRHB Liability and associated
expense. A one percentage point change in the per capita cost of covered benefits assumption would have the follow-
ing effects in fiscal years 2005 and 2004:

2005 2004

8.0% [One Percent Increase] ~ 6.0% [One Percent Decrease] 8.0% [One Percent Increase]  6.0% [One Percent Decrease]

Interest cost component $18,868 $14,575 $17,547 $13,490
Service cost component 13,818 8,923 12,870 8,270
PRHB Liability $323,940 $246,216 $301,640 $228,209

C. Life Insurance

Actuarial Life Insurance Liability. The Actuarial Life Insurance Liability (ALIL) is the expected present value (EPV)
of future benefits to be paid to, or on behalf of, existing Life Insurance Program participants, less the EPV of future
contributions to be collected from those participants. In calculating it, OPM’s actuary uses assumptions that are con-

sistent with those used in computing the Pension Liability [See Note 5A].

The following table presents the ALIL as of the September 30 measurement date:

EPV of future benefits $68,365 $63,505
EPV of future contributions by participants (36,102) (32,675)
ALIL $32.263 530,830

Future Life Insurance Benefits Expense. The Future Life Insurance Benefits Expense for fiscal years 2005 and 2004 is:

ALIL at the end of the year $32,263 $30,830
ALIL at the beginning of the year (30,830) (29,349)
Future Life Insurance Benefits Expense $1433 S1.481
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NOTE 6 — OTHER LIABILITIES

The following liabilities, all current and “with the public,” are classified as “other” on the balance Sheet as of Septem-
ber 30, 2005 and 2004:

Withheld. Accrued Carrier Liab?lities Accrued administrative Contingencies
from benefits Other Than Benefits expenses
Retirement $529 = = S $529
Health Benefits = $374 = §7 381
Revolving Fund = = $76 = 76
Salaries and Expenses = = 39 = 39
Total Other Liabilities $529 $374 S5 S7 31,025
Retirement $487 = = S $487
Health Benefits = $369 - $53 422
Revolving Fund = = $28 = 28
Salaries and Expenses = = 65 = 65
Total Other Liabilities $487 $369 $93 $53 $1,002

NOTE 7 — AVAILABILITY OF UNOBLIGATED BALANCES

Retirement Program. Historically, OPM’s trust fund receipts have exceeded the amount needed to cover the Retire-
ment Program’s obligations. The excess of trust fund receipts over incurred obligations is classified as being temporar-
ily precluded from obligation. These receipts, however, remain assets of the CSRDF and will become immediately
available, if circumstances dictate, to meet obligations to be incurred in the future. The following table presents the

unobligated balance of the CSRDF that is temporarily precluded from obligation as of September 30, 2005 and 2004:

2005 2004

Temporarily precluded from obligation at the beginning of the year $627,272 $597,332
Plus: Trust fund receipts during the year 83,691 82,414
Less: Obligations incurred during the year 55,042 52,474
Excess of trust fund receipts over obligations incurred during the year 28,649 29,940
Temporarily Precluded from Obligation at the End of the Year 3655921 $627.272

Health Benefits and Life Insurance Programs. OPM administers the Health Benefits and Life Insurance Programs

through three trust revolving funds. A trust revolving fund is a single account that is authorized to be credited with
receipts and incur obligations and expenditures in support of a continuing cycle of business-type operations in accor-
dance with the provisions of statute. The unobligated balance in OPM’s trust revolving funds is available for obliga-

tion and expenditure, upon apportionment by OMB, without further action by Congress.

Revolving Fund Programs. OPM’s Revolving Fund Programs are administered through an intragovernmental revolv-
ing fund. An intragovernmental revolving fund is designed to carry-out a cycle of business-type operations with other
Federal agencies or separately funded components of the same agency. The unobligated balance in OPM’s intragov-
ernmental revolving fund is available for obligation and expenditure, upon apportionment by OMB, without further

action by Congress.
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Salaries and Expenses. OPM funds the administrative costs of the Agency through annual, multiple-year, and “no-
year” appropriations. For its annual appropriations, the unobligated balance expires at the end of the applicable fiscal
year. For OPM’s multiple-year appropriations, the unobligated balance remains available for obligation and expendi-
ture for a specified period in excess of a fiscal year. For its no-year appropriations, the unobligated balance is carried
forward and is available for obligation and expenditure indefinitely until the objectives for which it was intended have

been accomplished.

NOTE 8 — HEALTH BENEFITS/LIFE INSURANCE PROGRAM CONCENTRATIONS

During fiscal years 2005 and 2004, approximately half of the Health Benefits Program’s benefits were administered
by the Blue Cross and Blue Shield Association, a fee-for-service carrier that provides experience-rated benefits. For the

Life Insurance Program, virtually all of the benefits were administered by the Metropolitan Life Insurance Company.

NOTE 9 — APPORTIONMENT CATEGORIES OF INCURRED OBLIGATIONS

An apportionment is a distribution by OMB, either quarterly [Category A] or annually [Category B] of OPM’s bud-
getary resources. The following chart details the direct and reimbursable obligations that have been incurred against

each apportionment category during fiscal years 2005 and 2004:

FY 2005 Category Direct Reimbursable Total
Retirement B $55,042 = $55,042
Health Benefits B 37,646 - 37,646
Life Insurance B 2,202 - 2,202
Revolving Fund A = $622 622
Revolving Fund B 25 - 25
Salaries and Expenses A 267 62 329
Total 395,162 3684 395,866

FY 2004 Category Direct Reimbursable Total
Retirement B $52,474 = $52,474
Health Benefits B 34,692 = 34,692
Life Insurance B 2,203 - 2,203
Revolving Fund A = $483 483
Salaries and Expenses A 334 = 334
Total 389,703 3483 $90,186

OPM Fiscal Year 2005 Performance and Accountability Report
120



PART 5: NOTES To FINANCIAL STATEMENTS

NOTE 10 — INTRAGOVERNMENTAL GROSS CosSTS AND EARNED REVENUE

The following table presents the portion of OPM’s gross costs and earned revenue that was classified as intragovern-

mental and “with the public” in fiscal years 2005 and 2004:

Gross Costs Earned Revenue
Fy 2005 Intragov With the Intragov With the
ernmental Public ernmental Public

Provide CSRS Benefits - $68,461 568,461 $28,381 $3112 $31,493
Provide FERS Benefits = 26,629 26,629 25,413 958 26,371
Provide Health Benefits - 49,766 49,766 15,174 8,448 23,622
Provide Life Insurance - 3,585 3,585 1,651 1907 3,558
Benefits

Prov!de Human Resources $136 754 890 687 : 688
Services

Total S136 $149.195 $149.331 $71.306 $14,426 385,732

FY 2004

Provide CSRS Benefits = $68,626 $68,626 $29,070 $3,294 $32,364
Provide FERS Benefits = 21913 21913 22,912 883 23,7195
Provide Health Benefits = 49,453 49,453 13,967 7,951 21918
AT IS - 3,640 3,640 1,645 1,806 3,451
Benefits

Prov!de Human Resources §39 577 616 546 ) 548
Services

Total $39 $144,209 $144,248 $68,140 $13.936 382,076

NOTE 11 — DEDICATED COLLECTIONS

OPM collects and credits monies to the CSRDF for the purpose of paying retirement benefits to employees and their
survivors after they establish entitlement. As the CSRDF is a trust fund, the monies collected and credited to it are

considered to be “dedicated collections.” For financial reporting purposes, the CSRDF and Retirement Program are
interchangeable; the financial position and results of the Retirement Program are presented separately in the accom-

panying Consolidating Balance Sheets and Statements of Net Cost.

NOTE 12 — CONTINGENCIES

Health Benefits Program Carriers. OPM is a party to litigation in which certain Health Benefits Program carriers are
seeking relief for alleged underpayments of premiums. Although OPM is contesting these allegations, any underpay-
ments that have occurred will have stemmed from inaccuracies in the amount of contributions by and for partici-
pants remitted to OPM by employing agencies and retirement systems. OPM has recorded a liability of $7 and $53 at
September 30, 2005 and 2004, respectively, for the estimated amount of losses it will probably incur from this litiga-
tion. In addition, OPM has determined that, at September 30, 2005, it is reasonably possible that an additional $2.4
will result in losses. All losses involving this litigation will be paid from the Treasury Judgment Fund (TJF); OPM,
however, does not have the budgetary resources to and is precluded by law from reimbursing the TJF. Although it is
impossible to ascertain the ultimate legal liability with respect to contingent liabilities, OPM believes that the outcome
of this litigation, either pending or known to be threatened, will not have a material adverse effect on OPM’s financial

position or results of operations.
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Other Litigation. OPM is often involved in other legal and administrative proceedings that arise in the ordinary course
of business. OPM management, based upon the opinion of its General Counsel, believes that the combined outcome
of all such proceedings, either pending or known to be threatened, will have no material adverse effect on OPM’s

financial position or results of operations.

NOTE 13 — CoOMPARISON OF COMBINED STATEMENTS OF BUDGETARY RESOURCES
To THE PRESIDENT’S BUDGET

OPM reports information about its budgetary resources on the accompanying Combined Statements of Budgetary
Resources and for presentation in the Budget of the U.S. Government (the “President’s Budget”). The President’s
Budget for fiscal year 2007, which will contain budgetary resource information for fiscal year 2005, will be published
in February 2006. The President’s Budget for fiscal year 2006, containing budgetary resource information for fiscal
year 2004, was released on February 3, 2005.

As shown below, OPM has reconciled its total budgetary resources, obligations incurred, and net outlays, as presented
in the accompanying Combined Statements of Budgetary Resources, with the amounts presented in the President’s
Budget for fiscal year 2004:

Statement of

Budgetary Resources President s Budget Difference

Combined:

Total budgetary resources $126,269 $152,227 $(25,958)

Obligations incurred 90,186 116,144 (25,958)

Disbursements 89,919 115,877 (25,958)
Retirement Program:

Total budgetary resources $52,474 $78,432 $(25,958)

Obligations incurred 52,474 78,432 (25,958)

Disbursements 52,217 78,235 (25,958)

The $25,958 difference in total budgetary resources, obligations incurred and disbursements between the accompa-
nying Combined Statements of Budgetary Resources and the President’s Budget is associated with the presentation
of the Transfer-in from the General Fund [the “transfer”]. The President’s Budget reflects the transfer as a separate
appropriation, including it in the budgetary resources, obligations incurred and disbursements of the separate ap-
propriation as well as the CSRDF. The accompanying Combined Statements of Budgetary Resources, on the other
hand, reflects the transfer as direct financing of the CSRDF and, thus, includes it as budgetary resources, obligations
incurred, and disbursements of the CSRDF only.
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The following tables present a cross-walk of OPM’s net cost by responsibility segment to its net cost by strategic goal
for fiscal years 2005 and 2004:

Strategic Goals Provide CSRS ~ Provide FERS  Provide Health Provide Life Provide Human

2005 Benefits Benefits Benefits Insurance Benefits ~ Resource Services
Total program cost = = = - $34 $34
Less earned revenue - - - - 19 19
Net program cost = = = = $15 $15
Total program cost = = = = $42 $42
Il Less earned revenue - - - - 24 24
Net program cost = = = = S18 S18
Total program cost $68,461 $26,629 $49,766 $3,585 $649 $149,090
i Less earned revenue 31,493 26,371 23,622 3,558 553 85,597
Net program cost $36,968 $258 $26,144 §21 $96 $63,493
R Total program cost = = = = S164 S164
Strate Less earned revenue = = = = 92 92
9y Net program cost = = = = §72 §72
Total program cost $68,461 $26,629 $49,766 $3,585 $890 $149,331
Total Less earned revenue 31,493 26,371 23,622 3,558 688 85,732
Net program cost $36,968 $258 $26,144 $21 $202 $63,599

Strategic Goals Provide CSRS ~ Provide FERS  Provide Health Provide Life Provide Human

2004 Benefits Benefits Benefits Insurance Benefits ~ Resource Services
Total program cost = = = $26 $26
| Less earned revenue - - - - 17 17
Net program cost = = = = $9 $9
Total program cost - - - - $40 $40
Il Less earned revenue - o - = 26 26
Net program cost = = = - S14 S14
Total program cost $68,626 $21913 $49,453 $3,640 $439 $144,071
1] Less earned revenue 32,364 23,795 21918 3,451 432 81,960
Net program cost $36,262 ($1,882) $21,535 $189 §7 $62,11
R Total program cost = = = = Nl St
Strate Less earned revenue = - = - 73 73
9y Net program cost = = = - $38 $38
Total program cost $68,626 $21913 $49,453 $3,640 $616 $144,248
Total Less earned revenue 32,364 23,795 21918 3,451 548 82,076
Net program cost $36,262 ($1,882) $27,535 $189 $68 $62,172

Strategic Goal I:

Strategic Goal Il:

Strategic Goal llI:

Management Strategy:

efficient and effective products and services.

to build successful, high-performance organizations.

work environment that accomplishes the mission.

Federal agencies adopt human resources management systems that improve their ability

Federal agencies use effective merit-based human capital strategies to create a rewarding

Meet the needs of Federal agencies, employees, and annuitants through the delivery of

OPM creates an environment that fosters the delivery of services to its customers and

nology, financial resources, and business processes.
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Schedule 4

U.S. OFFICE OF PERSONNEL MANAGEMENT

COMBINING STATEMENT OF BUDGETARY RESOURCES

For the Year Ended September 30, 2005
(In Millions)

Health Life Revolving Salaries
Retirement Benefits Insurance Fund and
Program Program Program Programs Expenses 2005

BUDGETARY RESOURCES

Appropriations:

Received — $7,831 $36 $25 $127 $8,019

Other — 58 2 — — 60
Trust Fund Receipts:

Appropriated $83,691 — — — — 83,691

Temporarily Precluded from Obligation [Note 7] (28,649) — — — — (28,649)
Transfers-in Without Reimbursement — — — 6 — 6
Unobligated Balance - Beginning of Period — 8,408 27,370 242 63 36,083
Spending Authority from Offsetting Collections:

Collected — 31,307 3,516 819 199 35,841

Changes in Receivables from Federal Sources

and Unfilled Customer Orders — 158 (5) (129) 42 66

Subtotal — 31,465 3,511 690 241 35,907
Recissions and Recoveries of Prior-Year

Obligations — — — 33 (1) 32
Total Budgetary Resources $55,042 $47,762 $30,919 $996 $430 $135,149

STATUS OF BUDGETARY RESOURCES
Obligations Incurred: [Note 9]

Direct $55,042 $37,646 $2,202 $25 $267 $95,182
Reimbursable — — — 622 62 684
Subtotal 55,042 37,646 2,202 647 329 95,866
Unobligated Balance:
Available — — — 70 56 126
Not Available — 10,116 28,717 279 45 39,157
Subtotal — 10,116 28,717 349 101 39,283
Total Status of Budgetary Resources $55,042 $47,762 $30,919 $996 $430 $135,149
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Schedule 4 - continued

U.S. OFFICE OF PERSONNEL MANAGEMENT

COMBINING STATEMENT OF BUDGETARY RESOURCES
For the Year Ended September 30, 2005
(In Millions)
! /- /| | |

Health Life Revolving Salaries
Retirement Benefits Insurance Fund and
Program Program Program Programs Expenses 2005

RELATIONSHIP OF OBLIGATIONS TO OUTLAYS

Obligations Incurred $55,042 $37,646 $2,202 $647 $329 $95,866
ELt:?;dObligated Balance, Net - Beginning of the 4,599 3,110 314 (165) 43 7,901
Plus: Obligated Balance Transferred-in — — — 10 — 10
Less: Obligated Balance, Net - End of the Period:

Accounts Payable and Undelivered Orders 4,851 4,607 653 132 89 10,332

Accounts Receivable and Unfilled Customer

Orders — (1,388) (315) (248) (91) (2,042)

Subtotal 4,851 3,219 338 (116) (2) 8,290
Less: Changes in Receivables from Federal Sources

and Unfilled Customer Orders — 158 (5) (129) 42 66
Recoveries of Prior-Year Obligations — — — 33 1 34
Outlays:

Disbursements 54,790 37,379 2183 704 331 95,387

Collections —  (31,307) (3,516) (819) (199) (35,841)

Subtotal 54,790 6,072 (1,333) (115) 132 59,546

Less: Distributed Offsetting Receipts 25,652 — — — — 25,652
Net Outlays $29,138 $6,072  ($1,333) ($115) $132 $33,894

The accompanying notes are an integral part of the financial statements.
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Schedule 4 - continued

U.S. OFFICE OF PERSONNEL MANAGEMENT

COMBINING STATEMENT OF BUDGETARY RESOURCES

For the Year Ended September 30, 2004
(In Millions)

Health Life Revolving Salaries
Retirement Benefits Insurance Fund and
Program Program Program Programs Expenses 2004

BUDGETARY RESOURCES

Appropriations:

Received — $7,358 $35 — $122 $7,515

Other — (32) — — — (32)
Trust Fund Receipts:

Appropriated $82,414 — — — — 82,414

Temporarily Precluded from Obligation [Note 7] (29,940) — — — —  (29,940)
Unobligated Balance - Beginning of Period — $6,554 $26,039 $165 $57 $32,815
Spending Authority from Offsetting

Collections:

Collected — 29,140 3,516 $479 172 33,307

Changes in Receivables from Federal Sources

and Unfilled Customer Orders — 80 (17) 77 1 151

Subtotal — 29,220 3,499 556 183 33,458
Recissions and Recoveries of Prior-Year — — — 4 35 39

Obligations
Total Budgetary Resources $52,474 $43100 $29,573 $725 $397 $126,269

STATUS OF BUDGETARY RESOURCES
Obligations Incurred: [Note 9]

Direct $52,474 $34,692 $2,203 —_ $334 $89,703

Reimbursable — — — $483 — 483

Subtotal 52,474 34,692 2,203 483 334 90,186
Unobligated Balance:

Available — — — 175 47 222

Not Available — 8,408 27,370 67 16 35,861

Subtotal — 8,408 27,370 242 63 36,083
Total Status of Budgetary Resources $52,474 $43100 $29,573 $725 $397
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Schedule 4 - continued

U.S. OFFICE OF PERSONNEL MANAGEMENT

COMBINING STATEMENT OF BUDGETARY RESOURCES

For the Year Ended September 30, 2004
(In Millions)

Health Life Revolving Salaries
Retirement Benefits Insurance  Fund and
Program Program Program Programs Expenses 2004

RELATIONSHIP OF OBLIGATIONS TO OUTLAYS

Obligations Incurred $52,474 $34,692 $2,203 $483 $334 $90,186
PIPus:_ Obligated Balance, Net - Beginning of the 4,402 3158 247 (56) 34 7,785
eriod
Less: Obligated Balance, Net - End of the
Period:
Accounts Payable and Undelivered Orders 4,599 4,340 634 212 100 9,885
Accounts Receivable and Unfilled Customer
Orders — (1,230) (320) (377) (57) (1,984)
Subtotal 4,599 3,110 314 (165) 43 7,901
Less: Changes in Receivables from Federal Sources
and Unfilled Customer Orders — 80 (17) 77 1" 151
Outlays:
Disbursements 52,277 34,660 2153 515 314 89,919
Collections —  (29,140) (3,516) (479) (172) (33,307)
Subtotal 52,277 5,520 (1,363) 36 142 56,612
Less: Distributed Offsetting Receipts 25,958 — — — — 25,958
Net Outlays $26,319 $5,520 ($1,363) $36 $142 $30,654

The accompanying notes are an integral part of the financial statements.
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PART 5: REQUIRED SUPPLEMENTAL INFORMATION

INTRAGOVERNMENTAL BALANCES

ASSETS AND LIABILITIES [Unaudited]
as of September 30, 2005 and 2004

(In millions)
Trading Partner Fund Balance with Investments Accounts Receivable
Treasury

2005:
Agriculture - - $45
Air Force - - 50
Army - - 59
Commerce - - 16
Energy - - 8
Environmental Protection Agency - - 9
General Services Administration - - 8
Health and Human Services - - 28
Homeland Security - - 46
Interior - - 28
Labor - - 8
Justice - - m
National Aeronautics and Space Agency - 10
Navy - - 44
Social Security Administration - - 26
Transportation - - 61
Treasury $1,189 $712,050 46
U. S. Courts - - 18
United States Postal Service - - 343
Veterans - - 89
Other Defense - - 134
Other - - 219

Total 2005 $1,189 $712,050 $1,366

2004:
Agriculture - - $38
Air Force - - 41
Army - - 48
Commerce - - 13
Energy - - 7
Environmental Protection Agency - - 8
General Services Administration - - 5
Health and Human Services - - 23
Homeland Security Administration - - 37
Interior - - 24
Labor - - 6
Justice - - 58
National Aeronautics and Space Agency - - 9
Navy - - 53
Social Security Administration - - 21
Transportation - - 51
Treasury $962 $679,904 38
U.S. Courts - - 15
United States Postal Service - - 293
Veterans - - 73
Other Defense - - 120
Other - - 241

Total 2004 $962 $679,904 $1,.222
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PART 5: REQUIRED SUPPLEMENTAL INFORMATION

INTRAGOVERNMENTAL LIABILITIES

Trading Partner 2005 2004
Treasury $249 $199
Other 337 254
Total $586 5453

INTRAGOVERNMENTAL EARNED REVENUE

EARNED REVENUE AND RELATED COST [Unaudited]
for the Years ended September 30, 2005 and 2004

(In millions)
. Employer Earnings on
Trading Partner Contfib:tion Investr?\ents Other Total

2005:
Agriculture $1,138 - - $1,138
Air Force 1,283 - - 1,283
Army 1,488 - - 1,488
Health and Human Services m - - m
Homeland Security 1,226 - - 1,226
Interior 7217 - - 727
Justice 1,813 - - 1,813
Navy 913 - - 913
Social Security Administration 667 - - 667
Transportation 1,528 - - 1,528
Treasury 1,189 $37,873 - 39,062
United States Postal Service 10,673 - - 10,673
Veterans Affairs 2,292 - - 2,292
Other Defense 3,342 - - 3,342
Other 3,756 - $687 4,443

Total 2005 $32,746 $37,873 $687 $71,306

2004:
Agriculture $910 - - $910
Air Force 1175 - - 1,175
Army 1,352 - - 1,352
Health and Human Services 652 - - 652
Homeland Security 1,078 - - 1,078
Interior 676 - - 676
Justice 1,678 - - 1,678
Navy 870 - - 870
Social Security Administration 611 - - 611
Transportation 1,455 - - 1,455
Treasury 1,155 $37,288 - 38,443
United States Postal Service 10,064 - - 10,064
Veterans Affairs 2,074 - - 2,074
Other Defense 3,104 - - 3,104
Other 3,452 - $546 3,998

Total 2004 $30,306 $37,288 $546 $68,140
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PART 5: REQUIRED SUPPLEMENTAL INFORMATION

BUDGETARY RESOURCES BY MAJOR BUDGETARY ACCOUNT

SCHEDULE OF BUDGETARY RESOURCES BY MAJOR BUDGETARY ACCOUNT (Unaudited)
for the Year Ended September 30, 2005

(In millions)
CSRDF HBF LIF RF S&E Feeder 2005
BUDGETARY RESOURCES
Appropriations:
Received - - - $25 $127 $7,867 $8,019
Other - - - - - 60 60
Trust Fund Receipts:
Appropriated $83,691 - - - - - 83,691
Temporarily Precluded from Obligation (28,649) - - - - - (28,649)
Transfer-in Without Reimbursement - - - 6 - - 6
Unobligated Balance — Beginning of the Period - 8,408 217,370 242 63 - 36,083
Spending Authority from Offsetting Collections:
Collected - $31,307 $3,516 $819 199 - 35,841
Changes in Receivables from Federal Sources
and Unfilled Customer Orders - 158 (5) (129) 42 - 66
Subtotal - 31,465 3,51 690 241 - 35,907
Recissions and Recoveries of Prior—Year Obligations - - - 33 (1) - 32
Total Budgetary Resources $55,042 $39,873 $30,881 $996 $430 $7,927 $135,149
STATUS OF BUDGETARY RESOURCES
Obligations Incurred:
Direct $55,042 $§29,157 $2,164 $§25 §267 §7.921 $95,182
Reimbursable - - - 622 62 - 684
Subtotal 55,042 29,757 2164 647 329 7921 95,866
Unobligated Balance:
Available - - - 70 56 - 126
Not available - 10,116 28,717 219 45 - 39,157
Subtotal - 10,116 28,717 349 101 - 39,283
Total Status of Budgetary Resources $55,042 $39.873 $30,881 $996 $430 §7.921 $135,149
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PART 5: REQUIRED SUPPLEMENTAL INFORMATION

BUDGETARY RESOURCES BY MAJOR BUDGETARY ACCOUNT

SCHEDULE OF BUDGETARY RESOURCES BY MAJOR BUDGETARY ACCOUNT (Unaudited)
for the Year Ended September 30, 2005

(In millions)

CSRDF HBF LIF RF S&E Feeder 2005
RELATIONSHIP OF OBLIGATIONS TO OUTLAYS
Obligations Incurred $55,042 $29,757 $2,164 $647 $329 $7,927 $95,866
Plus: Obligated Balance, Net —

Beginning of the Period 4,599 2,350 310 (165) 43 764 7,901
Plus: Obligated Balance Transferred-in - - - 10 - - 10
Less: Obligated Balance, Net — End of the Period:

Accounts Payable and Undelivered Orders 4,851 3,781 649 132 89 830 10,332

Accounts Receivable and

Unfilled Customer Orders - (1,388) (315) (248) (91) - (2,042)
Subtotal 4,851 2,393 334 (116) (2) 830 8,290
Less: Changes in Receivables from Federal Sources

and Unfilled Customer Orders - 158 (5) (129) 42 - 66
Recoveries of Prior-Year Obligations - - - 33 1 - 34
Outlays

Disbursements 54,790 29,556 2,145 704 331 7,861 95,387

Collections - (31,307) (3,516) (819) (199) - (35,841)

Subtotal 54,790 (1,751) (1,371) (115) 132 7,861 59,546
Less: Distributed Offsetting Receipts 25,652 - - - - - 25,652
Net Outlays $29,138 ($1,751) ($1,371) ($115) $132 $7,861 $33,894

LEGEND:

Civil Service Retirement and Disability Fund CSRDF

Employees Health Benefits Fund HBF
Employees Group Life Insurance Fund LIF
Revolving Fund RF
Salaries and Expenses account S&E
Trust Fund feeder accounts Feeder
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PART 5: REQUIRED SUPPLEMENTAL INFORMATION

BUDGETARY RESOURCES BY MAJOR BUDGETARY ACCOUNT

SCHEDULE OF BUDGETARY RESOURCES BY MAJOR BUDGETARY ACCOUNT (Unaudited)
for the Year Ended September 30, 2004

(In millions)
CSRDF HBF LIF RF S&E Feeder 2004
BUDGETARY RESOURCES
Appropriations:
Received - - - - $122 $7,393 $7,515
Other - - - - - (32) (32)
Trust Fund Receipts:
Appropriated $82,414 - - - - - 82,414
Temporarily Precluded from Obligation (29,940) - - - - - (29,940)
Unobligated Balance — Beginning of the Period - 6,554 26,039 165 57 - 32,815
Spending Authority from Offsetting Collections:
Collected - $29,140 $3,516 $479 172 - 33,307
Changes in Receivables from Federal Sources
and Unfilled Customer Orders - 80 (17) 77 11 - 151
Subtotal - 29,220 3,499 556 183 - 33,458
Recissions and Recoveries of Prior—Year Obligations - - - 4 35 - 39
Total Budgetary Resources $52,474 $35,774 $29,538 $725 $397 $7,361  $126,269
STATUS OF BUDGETARY RESOURCES
Obligations Incurred:
Direct $52,474 $21,366 $2,168 - $334 $7,361 $89,703
Reimbursable - - - $483 - - 483
Subtotal 52,474 21,366 2,168 483 334 7,361 90,186
Unobligated Balance:
Available - - - 175 47 - 222
Not available - 8,408 217,370 67 16 - 35,861
Subtotal - 8,408 217,370 242 63 - 36,083
Total, Status of Budgetary Resources $52,474 $35,774 $29,538 §725 $397 $7,361  $126,269
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PART 5: REQUIRED SUPPLEMENTAL INFORMATION

BUDGETARY RESOURCES BY MAJOR BUDGETARY ACCOUNT

SCHEDULE OF BUDGETARY RESOURCES BY MAJOR BUDGETARY ACCOUNT (Unaudited)
for the Year Ended September 30, 2004

(In millions)
CSRDF HBF LIF RF S&E Feeder 2004
RELATIONSHIP OF OBLIGATIONS TO OUTLAYS
Obligations Incurred $52,474 $27,366 $2,168 $483 $334 $7,361 $90,186
Plus: Obligated Balance, Net —
Beginning of the Period 4,402 2,483 243 (56) 34 679 7,785
Less: Obligated Balance, Net — End of the Period:
Accounts Payable and Undelivered Orders 4,599 3,580 630 212 100 764 9,885
Accounts Receivable and
Unfilled Customer Orders - (1,230) (320) (377) (57) - (1,984)
Subtotal 4,599 2,350 310 (165) 43 764 7,901
Less: Changes in Receivables from Federal
Sources and Unfilled Customer Orders - 80 (17) 77 11 - 151
Outlays
Disbursements 52,277 21,419 2,18 515 314 1,276 89,919
Collections - (29,140) (3,516) (479) (172) - (33,307)
Subtotal 52,277 (1,721 (1,398) 36 142 1,276 56,612
Less: Distributed Offsetting Receipts 25,958 - - - - - 25,958
Net Outlays $26,319 ($1,721) ($1,398) $36 $142 $7,276 $30,654
LEGEND:

Civil Service Retirement and Disability Fund CSRDF

Employees Health Benefits Fund HBF
Employees Group Life Insurance Fund LIF
Revolving Fund RF
Salaries and Expenses account S&E
Trust Fund feeder accounts Feeder
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PART 5: REQUIRED SUPPLEMENTAL INFORMATION

SEGMENT INFORMATION (UNAUDITED)

OPM’s Revolving Fund provides financing on a reimbursable basis for a variety of human resource services.
Each segment or line-of-business charges its customers a rate that is expected to recover the full cost of the service
provided over a reasonable period of time. The Department of Defense (DoD) is by far the largest customer for

OPM’s human resource services, followed by the Departments of Energy and Homeland Security.
The following are OPM’s major Revolving Fund lines-of-business:

®  [Investigations. OPM conducts background investigations to provide agencies with the information necessary
to determine whether to grant security clearances to individuals occupying or being appointed to sensitive

national security positions or for public trust positions.

o Training and assistance. OPM provides human resource services intended to enhance workforce productivity

and effectiveness through research, innovation, education, and training.

o Employment services. OPM provides a variety of operational and consultative human resources services to
agencies in such areas as: automated examining, organizational assessment, personnel records processing,

and employment information.

e Executive resources. OPM administers programs to develop management skills, improve understanding

of important public issues and stimulate Federal management awareness.

e  GOLearn. OPM created GoLearn as part of its e-Training Initiative, one of the e-government initiatives on
the President’s Management Agenda. GoLearn offers Federal agency employees a wide range of online

learning and career growth opportunities, including academic, technical, executive and organizational training.
o Testing. OPM administers military recruitment and other testing for DoD.

The following is a summary by each above-described line-of-business of the full cost of the service provided; the

related exchange revenue, and the excess of full costs over exchange revenue (in $ millions):

Line-of-business Fgll Cost of Related Exchange Excess of Full Costs over
Services Provided Revenues Exchange Revenues
Investigations $532.1 $523.8 $8.3
Training and Assistance 751 174 (2.3)
Employment Services 48.4 45.0 34
Executive Resources 46.1 443 1.8
GoLearn 23.7 221 1.6
Testing 8.3 8.0 0.3
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