NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended September 30, 2002 and 2001

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

The U.S. Department of Labor (DOL), a cabinet level agency of the Executive Branch of the United States
Government, was established in 1913, to promote the welfare of the wage earners of the United States. Today the
Department’ s mission remains the same: to foster and promote the welfare of the job seekers, wage earners and
retirees of the United States by improving their working conditions, advancing their opportunities for profitable
employment, protecting their retirement and health care benefits, hel ping employers find workers, strengthening
free collective bargaining, and tracking changes in employment, prices, and other economic measurements.

DOL isorganized into major program agencies, which administer the various statutes and programs for which the
Department is responsible.  Through the execution of its congressionally approved budget, DOL conducts
operations in five major Federal program areas, under three major budget functions: education, training,
employment and social services, health (occupational health and safety), and income security. DOL’s major
program agencies, and the major programs in which they operate, are shown below.

1 Major program agencies

Employment and Training Administration (ETA)
Employment Sandards Administration (ESA)
Occupational Safety and Health Administration (OSHA)
Bureau of Labor Satistics (BLS)

Mine Safety and Health Administration (MSHA)
Pension and Welfare Benefits Administration (PWBA)
\eterans' Employment and Training (VETS)

Other Departmental Programs

- Office of the Assistant Secretary for Administration and Management
- Office of the Solicitor

- Office of the Chief Financial Officer

- Office of the Inspector General

- Bureau of International Labor Affairs

- \Women's Bureau

O OO OO

2. Major programs

Income maintenance

Employment and training

Labor, employment, and pension standards
Worker safety and health

Satistics

O OO OO

The Pension Benefit Guaranty Corporation (PBGC), awholly owned Federal government corporation under the
chairmanship of the Secretary of Labor, has been designated by the Office of Management and Budget (OMB) as
aseparate reporting entity for financial statement purposes and has been excluded from the DOL reporting entity.
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended September 30, 2002 and 2001

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

A.

Reporting Entity - Continued
3. Fund and account structure

DOL’sfinancial activities are accounted for by Federa account symbol, utilizing individual funds and
fund accounts within distinct fund types, as discussed below.

C Trust funds

The Unemployment Trust Fund was established under the authority of Section 904 of the Social Security
Act of 1935, as amended, to receive, hold, invest, and disburse monies collected under the Federal
Unemployment Tax Act, aswell as state unemployment taxes collected by the states and transferred to the
Fund, and unemployment taxes collected by the Railroad Retirement Board and transferred to the Fund.

The Longshore and Harbor Workers Compensation Act Trust Fund, established under the authority of
the Longshore and Harbor Workers' Compensation Act, provides medical benefits, compensation for lost
wages, and rehabilitation servicesfor job related injuries and diseases or death to private sector workers
in certain maritime and related employment.

The Disgtrict of Columbia Workmens' Compensation Act Trust Fund, established under the authority
Digtrict of Columbia Workmens' Compensation Act provides compensation and medical payments to
District of Columbiaemployeesfor work related injuries or death which occurred prior to July 26, 1982.

The Black Lung Disability Trust Fund, established under the Black Lung Benefit Act, provides
compensation and medical benefits to coal miners who suffer disability due to pneumoconiosis, and
compensation benefits to their dependent survivors.

Gifts and Beguests uses miscellaneous funds received by gift or bequest to support various activities of
the Secretary of Labor.

C General funds

Salaries and Expensesinclude appropriated funds which are used to carry out the missions and functions
of the Department, except where specifically provided for from other Departmental funds.

Training and Employment Services provides for a flexible, decentralized system of Federal and local
programs of training and other servicesfor the economically disadvantaged designed tolead to permanent
gainsin employment, through grantsto states and Federal programs such as Job Corps, authorized by the
Workforce Investment Act and the Job Training Partnership Act.

Welfare to Work Jobs provides funding for the activities of the Welfare-to-Work Grants program
established by the Balanced Budget Act of 1997. The program provides formula grants to States and
Federally administered competitive grantsto other eligible entitiesto assist welfare recipientsin securing
lasting unsubsidized employment.
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended September 30, 2002 and 2001

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

A.

Reporting Entity - Continued
3. Fund accounting structure - continued
C General funds - continued

State Unemployment Insurance and Employment Service Operations includes grants to states for
administering the Unemployment Compensation and Employment Service programs. Unemployment
Compensation provides administrative grants to state agencies which pay unemployment benefits to
eligible workers and collect state unemployment taxes from employers. The Employment Serviceis a
nationwide system providing no-fee employment services to individuals seeking employment and to
employersseeking workers. Employment Serviceactivitiesarefinanced by all otmentsto statesdi stributed
under a demographically based funding formula established under the Wagner-Peyser Act, as amended.

Payments to the Unemployment Trust Fund was initiated as a result of amendments to the Emergency
Unemployment Compensation (EUC) law, which provided general fund financing to the Unemployment
Trust Fund to pay emergency unemployment benefits and associated administrative costs. The Fund
continues to process benefit overpayment refunds for the terminated EUC program.

Advancesto the Unemployment Trust Fund and Other Funds provides advances to other accountswithin
the Unemployment Trust Fund to pay unemployment compensation whenever the balances in these
accounts prove insufficient or whenever reimbursementsto certain accounts, as allowed by law, areto be
made. Thisaccount also provides repayable advances to the Black Lung Disability Trust Fund, to make
disability payments whenever the fund balance proves insufficient.

Federal Unemployment Benefits and Allowances provides for payment of benefits, training, job search,
and relocation allowances as authorized by the Trade Act of 1974.

Community Service Employment for Older Americans provides part timework experiencein community
service activities to unemployed, low income persons aged 55 and over.

TheFederal Employees’ Compensation Act Special Benefit Fund provideswagereplacement benefitsand
payment for medical servicesto covered Federd civilian employeesinjured on the job, employees who
have incurred a work related occupational disease and beneficiaries of employees whose death is
attributable to a job related injury. The Fund also provides for rehabilitation of injured employees to
facilitate their return to work.

The Energy Employees Occupational Iliness Compensation Fund was established to adjudicate,
administer, and pay claimsfor benefits under the Energy Employees Occupational 111ness Compensation
Program Act of 2000. TheAct authorizeslump sum paymentsand the reimbursement of medical expenses
to employees of the Department of Energy (DOE) or of private companies under contract with DOE, who
suffer from specified diseases as a result of their work in the nuclear weapons industry. The Act also
authorizes compensation to the survivors of these employees under certain circumstances.
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended September 30, 2002 and 2001

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

A.

Reporting Entity - Continued

3. Fund accounting structure - continued

C Revolving funds

The Working Capital Fund maintains and operates a program of centralized services in the national

office and the field. The Fund is paid in advance by the agencies, bureaus, and offices for which
centralized services are provided, at rates which return the full cost of operations.

C Soecial funds

The Panama Canal Commission Compensation Fund was established to pay workers compensation
obligations of the Panama Canal Commission under the Federal Employees Compensation Act from
funding provided by the Commission.

Salaries and Expenses, (H-1b Funded) provides demonstration grants to regional and local entities to
provide technical skillstraining to unemployed and incumbent workers. The fund is supported by fees
paid by employers applying for foreign workers under the H-1b temporary aien labor certification
program authorized by the American Competitiveness and Workforce Improvement Act of 1998.

C Deposit funds

Deposit funds account for monies held temporarily by DOL until ownership is determined, or monies
held by DOL as an agent for others.

C Miscellaneous receipt and clearing accounts

Miscellaneous receipt accounts hold non entity receipts and accounts receivable from DOL activities
which by law, cannot be deposited into funds under DOL control. The U.S. Department of the
Treasury automatically transfers all cash balances in these receipt accounts to the general fund of the
Treasury at the end of each fiscal year.

Clearing accounts hold monies which belong to DOL, but for which a specific receipt account has not
been determined.

4, I nter-Departmental relationships

DOL and the Department of the Treasury (Treasury) are jointly responsible for the operations of the
Unemployment Trust Fund and the Black Lung Disability Trust Fund. DOL is responsible for the
administrative oversight and policy direction of the programsfinanced by thesetrust funds. Treasury acts
as custodian over monies deposited into the funds and also invests amounts in excess of disbursing
requirements in Treasury securities on behalf of DOL. DOL consolidates the financial results of the
Unemployment Trust Fund and the Black Lung Disability Trust Fund into these financial statements.
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended September 30, 2002 and 2001

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

B. Basis of Accounting and Presentation

These consolidated financia statements present the financial position, net cost of operations, changes in net
position, budgetary resources, financing, and custodial activities of the U.S. Department of Labor, in accordance
with accounting principles generally accepted in the United States of America and the form and content
requirements of OMB Bulletin 01-09. They have been prepared from the books and records of DOL, and include
the accounts of al funds under the control of the DOL reporting entity. All interfund balances and transactions
have been eliminated, except as noted bel ow.

OMB Bulletin 01-09, which DOL adopted for 2002, required changesto the Statement of Changesin Net Position,
the Statement of Budgetary Resources, and the Statement of Financing. OMB Bulletin 01-09 requires that the
Statement of Budgetary Resourcesbe presented on acombined basis. Interfund balances and transactions have not
been eliminated in thisstatement. Certain amountsfor fiscal year 2001 have been reclassified to conform with the
current year presentation.

Accounting principles generally accepted in the United States of America encompass both accrual and budgetary
transactions. Under accrual accounting, revenues are recognized when earned, and expenses are recognized when
aliahility isincurred. Budgetary accounting facilitates compliance with legal constraintson, and controlsover, the
useof federal funds. Theseconsolidated financial statementsaredifferent fromthefinancial reports, also prepared
by DOL pursuant to OMB directives, used to monitor DOL's use of budgetary resources.

C. Restatement

OMB 01-09 requires budget authority and other resources alocated to another agency to be reported by the
transferor of the appropriationinitsfinancial statements unlessthe allocation transfer ismaterial totherecipient’s
financial statements. The activity relating to the allocation should be reported in all of the recipient’s financial
statements, except the Statement of Budgetary Resources, when the allocation transfer ismaterial to therecipient’s
financial statements. The transferor should continue to report the appropriation and the related budgetary activity
in its Statement of Budgetary Resources.

DOL has allocated appropriations to the Department of Agriculture and the Department of Interior in fiscal years
2002 and 2001. These Departments consider this activity material to their respective financia statements, and
therefore, DOL reportsthisactivity only inthe Combined Statement of Budgetary resources. Appropriations have
been allocated to DOL from the Environmental Protection Agency, the General Service Administration, and the
Agency for International Devel opment, which DOL considersto be immaterial. These amounts are not included
in the DOL financial statements. The activity regarding these allocated appropriations constitutes a change in
reporting entity. Fiscal year 2001 balances have been restated to appropriately reflect this change.

D. Prior Period Adjustment

Prior to October 1, 2000 certain funds transferred from the Unemployment Trust Fund to State Unemployment
Insurance and Employment Service Operations were misclassified within equity as unexpended appropriations.
DOL has recorded a prior period adjustment of $1,034 million at October 1, 2000 to properly classify these
amounts as cumul ative results of operations. Fiscal year 2001 appropriations used has been increased by $135
million for the misclassification applicable to 2001. These misclassifications had no effect on net cost or total net
position.
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended September 30, 2002 and 2001

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

E. Fundswith U.S. Treasury

DOL’s cash receipts and disbursements are processed by the U.S. Treasury. Funds with U.S. Treasury represent
obligated and unobligated balances avail abl e to finance allowabl e expenditures and restricted balances, including
amounts related to expired authority and amounts not available for use by DOL. (See Note 2.)

F. | nvestments

DOL trust fund balances not required to meet current expenditures are invested by Treasury in interest bearing
securities of the U.S. government. Balancesheldinthe Unemployment Trust Fund areinvested in non-marketable,
specia issue Treasury securities, available for purchase exclusively by Federal government agencies and trust
funds. Specid issues are purchased and redeemed at face value (cost), which is equivalent to their net carrying
value on the Consolidated Balance Sheet. Interest rates and maturity dates vary.

Balances held in the L ongshore and Harbor Workers Trust Fund and the District of Columbia Trust Fund, aswell
as balances held in the Panama Canal Commission Compensation Fund and the Backwage Restitution Fund are
invested in marketable Treasury securities. These investments are stated at amortized cost, which isequivalent to
their net carrying value on the Consolidated Balance Sheet. Discounts and premiums are amortized using the
straight-line method, which approximates the effective interest method. Interest rates and maturity dates vary.

Management expects to hold these marketable securities until maturity; therefore, no provision is made in the
financial statementsfor unrealized gains or losses. (See Note 3.)

G. Accounts Receivable, Net of Allowance

Accountsreceivable consistsof intra-governmental amounts due to the Department, as well as amounts due from
the public.

1 I ntra-gover nmental accountsreceivable

The Federal Employees Compensation (FEC) account within the Unemployment Trust Fund provides
unemployment insurance to eligible Federal workers (UCFE) and ex-service members (UCX). DOL
recognizes as accounts receivable amounts due from other Federal agenciesfor unreimbursed UCFE and
UCX benefits.

DOL's Federa Employees Compensation Act Special Benefit Fund provides workers compensation
(FECA) benefits to eigible Federal workers on behalf of other Federal agencies. DOL recognizes as
accounts receivable amounts due from other Federal agencies to the Special Benefit Fund for
unreimbursed FECA benefits.

DOL also hasreceivables from other Federal agencies for work performed on their behalf under various
reimbursable agreements.
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended September 30, 2002 and 2001

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

G. Accounts Receivable, Net of Allowance - Continued
2. Accountsreceivable due from the public

DOL recognizes as accounts receivable State unemployment taxes due from covered employers. Also
recognized as accounts receivable are benefit overpayments made by DOL to individuals not entitled to
receive the benefit.

DOL recognizes asaccounts receivable amounts due from the public for finesand penaltieslevied against
employers by OSHA, MSHA, ESA, and PWBA; for amounts due for backwages assessed against
employers by ESA; and for amounts due from grantees and contractors for grant and contract costs
disallowed by ETA.

3. Allowance for doubtful accounts

Accountsreceivable are stated net of an allowancefor uncollectible accounts. Thealowanceisestimated
based on an aging of account bal ances, past collection experience, and an analysisof outstanding accounts
at year end. (See Note4.)

H. Advances

DOL advancesconsist primarily of paymentsmadeto State employment security agencies(SESAS), and to grantees
and contractorsto provide for future DOL program expenditures. These advance payments are recorded by DOL
as an asset, which is reduced when actual expenditures or the accrual of unreported expenditures are recorded by
DOL. (SeeNote5.)

l. Property, Plant and Equipment, Net of Depreciation

Themagjority of DOL's property, plant and equipment (PP& E) is general purpose PP& E held by Job Corpscenters
owned and operated by DOL through a network of contractors. DOL maintains the Capital Asset Tracking and
Reporting System (CATARS) to account for Job Corp’s PP&E, as well as other general purpose PP& E used by
the Department. Internal use software is considered general purpose PP&E.

Real property purchases or improvements and |easehold improvements with a cost greater than $500,000 and a
useful life of 2 or moreyears, internal use software with acost greater than $300,000 and auseful life of 2 or more
years, and equipment with a cost of $50,000 or more and a useful life of 2 or more years are capitalized. PP&E
acquisitions not meeting these criteria are charged to expense at the time of purchase. 1n 2001, PP& E (excluding
internal use software) with a cost greater than $25,000 ($5,000 for the Working Capital Fund) and auseful life of
2 or moreyearsand internal use softwarewith acost greater than $300,000 and auseful life of 2 or moreyearswere
capitalized. Prior to 2001, internally developed software in the Working Capital Fund with a cost greater than
$5,000 was capitalized, when the cost was intended to be recovered through charges to other DOL users. Prior to
1996, PP&E with a cost greater than $5,000 and a useful life of 2 or more years were capitalized. PP&E
acquisitions not meeting these criteria were charged to expense at the time of purchase.

Property, plant and equipment purchases and additions are stated at cost. Normal repairs and maintenance are

charged to expense asincurred. Plant and equipment are depreciated over their estimated useful lives using the
straight-line method of depreciation.
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended September 30, 2002 and 2001

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

l. Property, Plant and Equipment, Net of Depreciation - Continued

Job Corps center construction costs are capitalized as construction-in-progress until completed. Upon completion
they are reclassified as structures or facilities and depreciated over their estimated useful life. Leasehold
improvements made at Job Corps centers and DOL facilities |eased from the General Services Administration are
recorded at cost and amortized over their useful lives, using the straight-line method of amortization. (DOL hasno
operating leases which extend for a period of more than one year.)

Internal use software devel opment costs are capitalized as software devel opment in progress until the devel opment
stage hasbeen compl eted and successfully tested. Upon compl etion and testing, software devel opment-in-progress
costs are reclassified asinternal use software and amortized over their estimated useful life.

Thetable bel ow shows the major classes of DOL’ s depreciabl e plant and equipment, and the depreciation periods
used for each major classification. (See Note 6.)

Years
Structures, facilities, and improvements 20-50
Furniture and equipment 2-36
ADP software 2-15

DOL grantees have acquired real and tangible property with Federal grant fundsin which DOL hasareversionary
interest when the property is disposed of or no longer used for itsauthorized purpose. DOL isentitledto aprorata
share of the proceedsfrom sale of the property or apro ratashare of the property'sfair market value, if the property
isretained by the grantee but no longer used for DOL purposes.

Thevaueof DOL’sreversionary interest in real and tangible property acquired with Federal grant funds can not
be determined until the grantee’ sintention to sell or convert the property is known.

J. Non-entity Assets

Assets held by DOL which are not available to DOL for obligation are considered non-entity assets. DOL holds
non-entity assets for the Railroad Retirement Board and for transfer to the U.S. Treasury. (SeeNote 7.)

K. Liabilities

Liabilities represent probable amountsto be paid by DOL asaresult of past transactions, and are recognized when
incurred, regardless of whether there are budgetary resources available to pay them. However, the liquidation of
these liabilities will consume budgetary resources and cannot be made until available resources have been
obligated. For financial reporting purposes, DOL’sliabilitiesare classified ascovered or not covered by budgetary
resources. Liabilities are classified as covered by budgetary resources if budgetary resources are available for
consumption, regardless of whether the available resources have been obligated. Liabilities are classified as not
covered by budgetary resources if budgetary resources are not available for consumption. These classifications
differ from budgetary reporting , which categorizes liabilities as obligated, consuming budgetary resources, or
unobligated, not consuming budgetary resources. Unaobligated liabilitiesincludethosecoveredliabilitiesfor which
available budgetary resources have not been obligated, as well as liabilities not covered for which budgetary
resources are not available. (See Notes 11 and 12.)
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended September 30, 2002 and 2001

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- Continued
L. Advancesfrom U.S. Treasury

TheBenefitsRevenueAct providesfor repayable advancesto DOL 'sBlack Lung Disability Trust Fund, intheevent
fund resources are not adequate to meet fund obligations. Spending authority is derived from the Black Lung
Disahility Trust Fund’s indefinite authority to borrow. Repayable advances are provided through transfers from
the Advancesto the Unemployment Trust Fund and Other Funds appropriation, to the extent of borrowings under
theauthority. Advancesarerepayablewithinterest at arate determined by the Secretary of the Treasury to be equal
to the current average market yield on outstanding marketable obligations of the United States with remaining
periods to maturity comparabl e to the anticipated period during which the advance will be outstanding. Advances
made prior to 1982 carried rates of interest equal to the average rate borne by all marketable interest-bearing
obligations of the United States then forming a part of the public debt. Outstanding advances at September 30,
2002 bear interest rates ranging from 5.375% to 13.875%. Outstanding advances at September 30, 2001 bear
interest rates ranging from 5.500% to 13.875%. Amounts in the trust fund shall be available, as provided by
appropriation acts, for the payment of interest on, and the repayment of these repayable advances. Interest and
principal are paid to the general fund of the Treasury when the Secretary of the Treasury determinesthat funds are
availablein the trust fund for such purposes. (See Note 8.)

M. Accrued Leave

A liahility for annual and compensatory leave is accrued asleaveis earned and paid when leave istaken. At year
end, leave balances are revalued to reflect current wages. The balance of leave earned but not taken will be paid
from future funding sources. Sick leave and other types of nonvested leave are expensed as taken.

N. Accrued Benefits

The financial statements include a liability for unemployment, workers' compensation and disability benefits
payable from various DOL funds, as discussed below. (See Note 9.)

1 Unemployment benefits payable

The Unemployment Trust Fund provides benefits to unemployed workers who meet State and Federal
eigibility requirements. Regular and extended unemployment benefitsare paid from Stateaccountswithin
the Unemployment Trust Fund, financed primarily by a State unemployment tax on employer payrolls.
Fifty percent of the cost of extended unemployment benefitsis paid from the Extended Unemployment
Compensation Account (EUCA) within the Unemployment Trust Fund, financed by a Federa
unemployment tax on employer payrolls. Temporary extended benefits, which began in 2002, are paid
from the EUCA and are financed by Federal unemployment tax and general fund appropriations.
Unemployment benefits to unemployed Federal workers are paid from the Federal Employment
Compensation Account within the Unemployment Trust Fund. These benefit costs are reimbursed by the
responsible Federal agency. A liability isrecognized for unpaid unemployment benefits applicableto the
current period and for benefits paid by states that have not been reimbursed by the fund. DOL also
recognizes aliability for Federal employees unemployment benefits to the extent of unpaid benefits for
existing claims filed during the current period, payable in the subsequent period.
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

N.

0.

Accrued Benefits - Continued
2. Federal employees disability and 10(h) benefits payable

The Federal Employees Compensation Act Special Benefit Fund provides income and medical cost
protectionto covered Federal civilian employeesinjured on thejob, empl oyeeswho haveincurred awork-
related occupational disease and beneficiaries of employees whose death is attributable to a job-related
injury or occupational disease. The fund is reimbursed by other Federal agencies for the FECA benefit
payments made on behalf of their workers. The fund assumes the liability for unreimbursed (non-
chargeable) FECA benefits. Thefund also provides50% of theannual cost-of-living adjustmentsfor pre-
1972 compensation cases under the authority of Section 10(h) of the Longshore and Harbor Workers
Compensation Act and the District of Columbia Workmen's Compensation Act.

A liability for FECA benefits payable by the Specia Benefit Fund to the employees of other Federal
agenciesand for 10(h) benefits isaccrued to the extent of unpaid benefits applicableto the current period.

3. Black lung disability benefits payable

The Black Lung Disability Trust Fund providesfor compensation and medical benefitsfor eligible coal
miners who are disabled due to pneumoconiosis (black lung disease). DOL recognizes a liability for
disability benefits to the extent of unpaid benefits applicable to the current period.

4. Ener gy employees occupational illness compensation benefits payable

The Energy Employees Occupational 11Iness Compensation Fund provides benefitsto eligible current or
former employees of the Department of Energy (DOE) and its contractors suffering from designated
illnessesincurred as aresult of their work with DOE. Benefitsare also paid to certain survivors of those
employees and contractors, as well asto certain beneficiaries of the Radiation Exposure Compensation
Act. DOL recognizes aliahility for disability benefitsto the extent of unpaid benefits applicable to the
current period.

5. Longshore and harbor workers and District of Columbia disability benefits payable

The Longshore and Harbor Workers' Compensation Trust Fund and the District of ColumbiaWorkmens
Compensation Trust Fund provide compensation and medical benefitsfor work related injuriesto workers
in certain maritime employment and to employees of the District of Columbia, respectively. DOL
recognizes a liability for disability benefits payable by these funds to the extent of unpaid benefits
applicable to the current period.

Future Workers Compensation Benefits

The financia statements include a liability for future workers' compensation benefits payable by DOL to its
employees, to employees of the Panama Canal Commission and to enrollees of the Job Corps, aswell as benefits
not chargeable to other Federal agencies, which must be paid by DOL’s Federal Employees’ Compensation Act
Special Benefit Fund. Theliability includesthe expected paymentsfor death, disability, medical, and miscellaneous
costs for approved compensation cases, aswell asacomponent for incurred but not reported claims. Theliability
is determined using historical benefit payment patterns related to a specific incurred period to predict the ultimate
payments related to that period.
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

0. Future Workers Compensation Benefits - Continued

The methodology provides for the effects of inflation and adjusts historical payments to current year constant
dollars by applying wage inflation factors (cost of living adjustments or COLAS) and medical inflation factors
(consumer priceindex medical or CPIMs) to the cal culation of projected benefits. The compensation COLAsand
CPIMs used in the projections for 2002 and 2001 were as follows:

2002 _ 2001 _ 2002 _ 2001 2002 _ 2001 _ 2002 _ 2001
FY COLA COLA CPIM_ CPIM FY COLA COLA CPIM__CPIM
1990 443% 4.43% 840% 8.40% 1998 270% 270% 277% 2.77%
1991 503% 503% 9.36% 9.36% 1999 153% 153% 350% 3.51%
1992 500% 500% 7.96% 7.96% 2000 197% 197% 3.70% 3.70%
1993 283% 283% 6.61% 6.61% 2001 293% 293% 4.42% 4.42%
1994 277% 277% 5271% 527% 2002 270% 333% 459% 4.44%
1995 257% 257% 472% 4.72% 2003 1.80% 3.00% 4.31% 4.15%
1996 263% 263% 399% 3.99% 2004 267% 256% 4.01% 4.09%
1997 277% 277% 311% 3.11% 2005+ 240% 250% 4.01% 4.09%

Projected annual paymentswere discounted to present val ue based on OM B’ sinterest rate assumptionsfor ten year
Treasury notes. For 2002, interest rate assumptions were 5.2% in year one and thereafter. For 2001, interest rate
assumptions were 5.21% in year one and thereafter. (See Note 10.)

P. Energy Employees Occupational IlIness Compensation Benefits

The Energy Employees Occupational 11Iness Compensation Fund, established under the authority of the Energy
Employees Occupationa 1lIness Compensation Program Act of 2000 (EEOICPA), provides benefits to eligible
current or former employeesof the Department of Energy (DOE) anditscontractors, or to certain survivorsof those
employeesand contractors, aswell asbenefitsto certain beneficiariesof the Radiation Exposure Compensation Act.
DOL isresponsiblefor adjudicating and administering claims filed under the EEOICPA. Effective July 31, 2001,
compensation of $150,000 and payment of medical expensesfrom thedateaclaimisfiled areavailableto covered
individuals suffering from designated illnesses incurred as a result of their work with DOE. Compensation of
$50,000 and payment of medical expenses from the date a claim is filed are available to individuals eligible for
compensation under of the Radiation Exposure Compensation Act.

DOL has recognized a $2.8 hillion and $3.2 billion liability for estimated future benefits payable by DOL at
September 30, 2002 and 2001, respectively, to eligibleindividuals under the EEOICPA. The September 30, 2002
estimated liability includes the expected lump sum and estimated medical payments for approved compensation
cases and cases filed pending approval, as well as claimsincurred but not yet filed. An undiscounted liability is
projected over asixteen year period of $3.8 billion with adiscounted to present valueliability of $2.8 billion based
on an interest rate of 4.43% . The actuaria projection methodology provided an estimate of the ultimate number
of reported cases as a result of estimating future claims from the historical patterns of reported claims and
subsequent claim approval rates. Medical paymentswerederived by estimating an average benefit award per living
employee claimant. The September 30, 2001 estimated liability was derived from OMB and theCongressional
Budget Office data that ranged from $3.2 billion to $4.0 billion. The liability was projected over a twenty year
period and discounted to present value based on OMB assumptions.
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Q. Employee Health and Life I nsurance Benefits

DOL employeesaredligibleto participatein the contributory Federal EmployeesHealth Benefit Program (FEHBP)
and the Federal Employees Group Life Insurance Program (FEGLIP). DOL matches the employee contributions
to each program to pay for current benefits. During 2002, DOL’ s contributions to the FEHBP and FEGLIP were
$56.8 and $1.8 million, respectively. During 2001, DOL’s contributions to the FEHBP and FEGL IP were $50.0
and $1.7 million, respectively. These contributions are recognized as current operating expenses.

R. Other Retirement Benefits

DOL employeesdligibleto participateinthe FEHBP and the FEGL I P may continueto participatein these programs
after their retirement. DOL recognizes a current operating expense for the future cost of these other retirement
benefits (ORB) at the time the employee's services are rendered. This ORB expense must be financed by OPM,
and is offset by DOL through recognition of an imputed financing source. Using cost factors supplied by OPM,
DOL recorded ORB expense and imputed financing sources of $50.2 million in 2002 and $44.9 million in 2001.

S. Employee Pension Benefits

DOL employees participate in either the Civil Service Retirement System (CSRS) or the Federal Employees
Retirement System (FERS). For employees participating in CSRS, 7.0% of their gross earningsis withheld and
transferred to the Civil Service Retirement and Disability Fund. DOL contributes an additional 8.51% of the
employee gross earningsto the CSRS Retirement and Disability Fund. For employees participatingin FERS, DOL
withholds 0.8% of gross earnings, and matches the withholding with a 10.7% employer contribution. This total
istransferred to the Federal Employees Retirement Fund. The CSRS and FERS retirement funds are administered
by the OPM. DOL contributions to the CSRS and FERS are recognized as current operating expenses. FERS
participants are also covered under the Federal Insurance Contribution Act (FICA) and are subject to FICA
withholdings. DOL makes matching contributions to FICA, recognized as operating expenses. DOL's matching
FICA contributions were $49.9 million in 2002 and $44.6 million in 2001.

The Thrift Savings Plan (TSP) is a defined contribution retirement savings and investment plan for employees
covered by either CSRS or FERS. CSRS participants may contribute up to 7% of their gross pay to the TSP, but
thereis no departmental matching contribution. FERS participants may contribute up to 12% of their gross pay to
the TSP. For employees covered under FERS, DOL contributes 1% of the employees' gross pay tothe TSP. DOL
also matches 100% of thefirst 3% contributed and 50% of the next 2% contributed. DOL contributionsto the TSP
are recognized as current operating expenses. The maximum amount that either FERS or CSRS employees may
contribute to the TSP in a calendar year is $11,000. Employee and employer contributions to the TSP are
transferred to the Federal Retirement Thrift Investment Board.

DOL recognizes the full cost of providing future CSRS and FERS pension benefits to covered employees at the
time the employees services arerendered. The pension expense recognized in the financial statements equalsthe
service cost for covered DOL employees, less amounts contributed by these employees. Service cost represents
the actuarial present value of benefits attributed to services rendered by covered employees during the accounting
period.
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

S. Employee Pension Benefits - Continued

The measurement of service cost requires the use of actuarial cost methods to determine the percentage of the
employees basic compensation sufficient to fund their projected pension benefit. These percentages (cost factors)
are provided by OPM, and applied by DOL to the basic annual compensation of covered employeesto arrive at the
amount of total pension expense to be recognized in DOL's financial statements.

The excess of total pension expense over the amount contributed by the Department and by DOL's employees
represents the amount of pension expense which must be financed directly by OPM. DOL recognized as non-
exchange revenue animputed financing source equal to theexcessamount. DOL doesnot recognizeinitsfinancial
statements FERS or CSRS assets, accumulated plan benefits or unfunded liabilities, if any, applicable to its
employees. (See Note 13.)

T. Net Position

DOL's net position consists of the following:
1 Unexpended appropriations

Unexpended appropriations include the unobligated balances and undelivered orders of DOL's
appropriated funds. Unobligated balances associated with appropriations that expire at the end of the
fiscal year remain available for obligation adjustments, but not new obligations, until that appropriation
is closed, five years after the appropriations expire. Multi-year appropriations remain available to DOL
for obligation in future periods.

2. Cumulative results of operations

Cumulative results of operations includes - the accumulated historical difference between expenses
consuming budgetary resources and financing sources providing budgetary resources in DOL’s trust,
revolving and special funds - liahilities not consuming budgetary resources net of assets not providing
budgetary resources - and DOL’ s net investment in capitalized assets.

U. Net Cost of Operations

1 Operating costs

Full operating costs are comprised of all direct costs consumed by the program and those indirect costs
which can be reasonably assigned or allocated to the program. Full costs are reduced by exchange
(earned) revenuesto arrive at the program’ snet operating cost. Thefull and net operating costsof DOL’s
major programs are presented in the Consolidated Statements of Net Cost, and are also reported by
suborganization in Note 14 to the financial statements. Note 14 also presents DOL’ s net operating costs
by the outcome goal s adopted in the Department’s Annual Performance Plan for FY 2002 and DOL’ s net
operating costs by budget function.
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

u.

V.

Net Cost of Operations - Continued

2. Earned revenue

Earned revenues arise from exchange transactions which occur through the provision of goods and
servicesfor aprice, and are deducted from the full cost of DOL’smajor programsto arrive at net program
cost. Earned revenues are recognized by DOL to the extent reimbursements are payable from other
Federal agencies and from the public, asaresult of costsincurred or services performed on their behalf.
Major sources of DOL’s earned revenue include reimbursements due to the Federal Employees
Compensation Act Specia Benefit Fund from Federal agencies for the costs of disability compensation
and medical care provided to or accrued on behalf of their employees, and reimbursements due to the
Unemployment Trust Fund from Federal agencies for the cost of unemployment benefits provided to or
accrued on behalf of their employees.

Budgetary Financing Sources

Budgetary financing sourcesother than earned revenuesprovidefunding for the Department’ snet cost of operations
and are reported on the Consolidated Statement of Changes in Net Position. These financing sources include
appropriations received, less appropriations transferred and not available, non-exchange revenue, and transfers
without reimbursement, as discussed below:

1 Appropriationsreceived, appropriationstransferred and appropriations not available

DOL receives financing sources through congressional appropriations to support its operations. A
financing sourceisrecognized for these appropriated funds received | essappropriationstransferred or not
available through recission or cancellation.

2. Non-exchange revenue

Non-exchangerevenuesarisefromtheFederal government’ spower to demand paymentsfromandreceive
donationsfromthepublic. Non-exchangerevenuesarerecognized by DOL onthe Consolidated Statement
of Changesin Net Position for the transfer of employer and excise taxes from the entities coll ecting these
taxes and for interest from investments, as discussed below: (See Note 15.)

C Employer taxes

Employer tax revenues are recognized on a modified cash basis, to the extent of cash transferred by the
collecting entity to DOL, plusthe changein inter-entity balances between the collecting entity and DOL .
I nter-entity bal ances represent revenue received by the collecting entity, net amounts dueto the collecting
entity and adjustments made to previous transactions by the collecting entity which have not been
transferred to the receiving entity. Federal and state unemployment taxes represent non-exchange
revenues collected from employers based on wages paid to employeesin covered employment. Federal
unemployment taxes are collected by the Internal Revenue Service and transferred to designated accounts
within the Unemployment Trust Fund. State unemployment taxes are collected by each State and
deposited in separate State accounts within the Unemployment Trust Fund. Federal unemployment taxes
are used to pay the Federal share of extended unemployment benefits and to provide for Federal and
Stateadministrative expenses related to the operation of the unemployment insurance program. State
unemployment taxes are restricted in their use to the payment of unemployment benefits.
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

V.

Budgetary Financing Sources - Continued

2. Non-exchange revenue - continued
C Employer taxes - continued

Excise taxes are collected from coal mine operators based on the sale of coal. These excise taxes are
collected by the Internal Revenue Service and transferred to the Black Lung Disability Trust Fund.

C Interest

The Unemployment Trust Fund, Longshore and Harbor Workers Trust Fund, District of Columbia Trust
Fund, the Panama Canal Commission Compensation Fund and the Energy Empl oyees Occupational I1Iness
Compensation Fund receive interest on fund investments. Interest isalso earned on Federal fundsinthe
possession of non-Federal entities. Interest is recognized as non-exchange revenue when earned.

C Assessments

The Longshore and Harbor Workers' Trust Fund and District of Columbia Trust Fund receive non-
exchange revenues from assessments levied on insurance companies and self-insured employers.
Assessments are recognized as hon-exchange revenues when due.

C Reimbursement of unemployment benefits

TheUnemployment Trust Fund recei vesreimbursementsfrom stateand |ocal government entitiesand non-
profit organizations for the cost of unemployment benefits provided to their employees. These
reimbursements are recognized as other non-exchange revenue when due.

3. Transferswithout reimbur sement

Other transfers recognized as financing sources by DOL include the transfer from various DOL genera

fund unexpended appropriation accountsto the Working Capital Fund'scumulative results of operations.
(See Note 16.)

Other Financing Sources

Other financing sources include nonexchange revenue and other items that do not represent budgetary
resources.

1 Imputed financing

A financing source is imputed by DOL to provide for pension and other retirement benefit expenses
recognized by DOL but financed by OPM. (See Notes1-Rand S.)

2. Transferswithout reimbur sement

Other transfersrecognized asfinancing sourcesby DOL include thetransfer of property fromthe General
Services Administration to the Employment and Training Administration (ETA) to be used in ETA job
training programs. (See Note 16.)
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

W. Other Financing Sources - Continued

3. Transfer of Energy Employees Occupational 11lness Compensation Benefits liability

Under the authority of the Energy Employees Occupational 111ness Compensation Program Act of 2000,
the Department of Energy recorded at September 30, 2000 a liability in the amount of $1.6 billion for
future compensation payments. In 2001, the responsibility for adjudicating and administering claims
Consistent with this transfer of administrative
responsibility, DOE’s $1.6 billion liability was assumed by DOL, and included in the EEOICPA claims

under the EEOICPA was transferred to DOL.

liahility recorded by DOL in 2001. (See Note 1-P)

X. Custodial Activities

DOL collectsand transfersto the general fund of the U.S. Treasury custodia non-exchange revenuesfor penalties
levied against employersby OSHA, MSHA, ESA, and PWBA for regulatory violations, for ETA disallowed grant
costs assessed against canceled appropriations and for FECA administrative costs assessed against government
corporations in excess of amounts reserved to finance capital improvements in the Federal Employees
Compensation Act Special Benefit Fund. These collections are not available to the agencies for obligation or
expenditure. Penalties and other assessments are recognized as custodial revenues when collected or subject to
collection. The source and disposition of these revenues are reported on the Consolidated Statements of Custodial
Activities. (See Note 18.)

NOTE 2 - FUNDSWITH U.S. TREASURY

Fundswith U.S. Treasury at September 30, 2002 consisted of the following:

(Dallarsin thousands)

Revolving funds
Trust funds
Appropriated funds
Other

Entity Non-entity
Assets Assets Total
$ 12,796 - $ 12,796
17,434 (59) 17,375
10,055,696 - 10,055,696
- 80,976 80,976
$ 10,085,926 80,917 $ 10,166,843

Fundswith U.S. Treasury at September 30, 2001 consisted of the following:

(Dollarsin thousands)

Revolving funds
Trust funds
Appropriated funds
Other

Entity Non-entity Restated
Assets Assets Total
$ 19,185 - $ 19,185
428,170 69 428,239
10,435,873 - 10,435,873
- 78,809 78,809
$ 10,883,228 78,878 $ 10,962,106
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NOTE 3-INVESTMENTS

Investments at September 30, 2002 consisted of the following:

(Dallarsin thousands)

Unemployment Trust Fund

Non-marketable

Special issue U.S. Treasury Bonds
6.500% maturing June 30, 2003
6.500% maturing June 30, 2004
6.250% maturing June 30, 2004
6.250% maturing June 30, 2005
5.500% maturing June 30, 2006

Panama Canal Commission
Compensation Fund
Marketable
U.S. Treasury Notes
5.875% to 7.875% various maturities
U.S. Treasury Bonds
8.750% to 14.000% various maturities

Longshore and Harbor Workers Trust Fund

Marketable
U.S. Treasury Bills
1.530% to 1.640% various maturities

District of Columbia Trust Fund
Marketable
U.S. Treasury Bills
1.590% to 1.660% various maturities

Backwage Restitution Fund
Marketable
U.S. Treasury Bill
1.565% to 1.665% various maturities

Entity investments
Non-entity investments

Face Premium Net Market

Value (Discount) Value Value
$12,342691 $ - $12,342,691  $12,342,691
20,691,993 - 20,691,993 20,691,993
3,000,000 - 3,000,000 3,000,000
23,705,952 - 23,705,952 23,705,952
8,524,011 - 8,524,011 8,524,011
68,264,647 - 68,264,647 68,264,647
13,747 114 13,861 15,402
63,304 11,370 74,674 79,565
77,051 11,484 88,535 94,967
63,244 (192) 63,052 63,052
6,097 (20 6,077 6,077
1,590 (14) 1,576 1,576
$ 68,412,629 $ 11,258 $ 68,423,887 $ 68,430,319
$ 68,383,150 $ 11,272 $ 68,394,422 $ 68,400,854
29,479 (14) 29,465 29,465
$68,412629 $ 11,258 $68,423,887  $68,430,319
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NOTE 3-INVESTMENTS

Investments at September 30, 2001 consisted of the following:

(Dallarsin thousands)

Unemployment Trust Fund

Non-marketable

Special issue U.S. Treasury Bonds
6.750% maturing June 30, 2002
6.500% maturing June 30, 2003
6.500% maturing June 30, 2004
6.250% maturing June 30, 2004
6.250% maturing June 30, 2005

Panama Canal Commission
Compensation Fund
Marketable
U.S. Treasury Notes
5.875% to 7.875% various maturities
U.S. Treasury Bonds
8.750% to 14.000% various maturities

Energy Employees Occupational IlIness
Compensation Fund
Marketable
U.S. Treasury Bill
2.350% maturing October 25, 2001

Longshore and Harbor Workers Trust Fund

Marketable
U.S. Treasury Bills
2.240% to 3.440% various maturities

District of Columbia Trust Fund
Marketable
U.S. Treasury Bills
2.260% to 3.440% various maturities

Backwage Restitution Fund
Marketable
U.S. Treasury Bill
3.590% maturing November 29, 2001

Entity investments
Non-entity investments

Face Premium Net Market

Value (Discount) Value Value
$20,240,350 $ - $20,240,350  $ 20,240,350
21,000,000 - 21,000,000 21,000,000
20,691,993 - 20,691,993 20,691,993
3,000,000 - 3,000,000 3,000,000
23,705,952 - 23,705,952 23,705,952
88,638,295 - 88,638,295 88,638,295
13,747 186 13,933 15,208
63,493 11,156 74,649 78,826
77,240 11,342 88,582 94,034
302,235 (493) 301,742 301,742
59,082 (370) 58,712 58,712
5,469 (36) 5,433 5,433
1,577 (17) 1,560 1,560
$ 89,083,898 $ 10,426 $ 89,094,324 $ 89,099,776
$ 89,050,524 $ 10,443 $ 89,060,967 $ 89,066,419
33,374 (17) 33,357 33,357
$89,083,898 $ 10,426 $89,094,324  $89,099,776
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NOTE 4 - ACCOUNTSRECEIVABLE, NET OF ALLOWANCE

Accounts receivable at September 30, 2002 consisted of the following:

Gross Net
(Dallarsin thousands) Receivables Allowance Receivables
Entity intra-gover nmental assets
Due for UCFE and UCX benefits $ 267570 $ - $ 267,570
Due for workers' compensation benefits 3,488,153 - 3,488,153
Other 11,858 - 11,858
3,767,581 - 3,767,581
Entity assets
State unemployment taxes 739,465 (518,847) 220,618
Due from reimbursable employers 409,369 (36,583) 372,786
Benefit overpayments 1,882,039 (1,731,612) 150,427
Other 12,758 (491) 12,267
3,043,631 (2,287,533) 756,098
Non-entity assets
Fines and penalties 101,833 (41,030) 60,803
Backwages 11,932 (3,825) 8,107
113,765 (44,855) 68,910
3,157,396 (2,332,388) 825,008

$ 6924977 $(2332,388) $ 4,592,589

Changesin the allowance for doubtful accounts during 2002 consisted of the following:

Balance at Balance at
September 30, Revenue September 30,

(Dollarsin thousands) 2001 Write-offs Adjustment Bad Debt 2002
Entity assets
State unemployment taxes $ (511,105) $ 282,070 $ (289812) $ - $ (518,847)
Due from reimbursable employers (36,643) 25,027 (24,967) - (36,583)
Benefit overpayments (2,173,992) 750,883 - (308,503) (1,731,612)
Other (913) 208 - 214 (491)

(2,722,653) 1,058,188 (314,779) (308,289) (2,287,533)
Non-entity assets
Fines and penalties (52,949) 17,943 (6,024) - (41,030)
Backwages (3,952) 127 - - (3,825)

(56,901) 18,070 (6,024) - (44,855)

$(2,779554) $ 1076258 $ (320,803) $ (308,289) $ (2,332,388)
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NOTE 4 - ACCOUNTSRECEIVABLE, NET OF ALLOWANCE

Accounts receivable at September 30, 2001 consisted of the following:

(Dollarsin thousands)

Entity intra-gover nmental assets
Due for UCFE and UCX benefits
Due for workers' compensation benefits
Other

Entity assets
State unemployment taxes
Due from reimbursable employers
Benefit overpayments
Other

Non-entity assets
Fines and penalties
Backwages

Gross Net
Receivables Allowance Receivables
$ 194564 $ - $ 194564

3,317,132 - 3,317,132

8,918 - 8,918

3,520,614 - 3,520,614

676,952 (511,105) 165,847

363,016 (36,643) 326,373

2,360,671 (2,173,992) 186,679

11,632 (913) 10,719
3,412,271 (2,722,653) 689,618
115,816 (52,949) 62,867
11,158 (3,952) 7,206

126,974 (56,901) 70,073

3,539,245 (2,779,554) 759,691
$ 7059859 $(2,779554) $ 4,280,305

Changesin the allowance for doubtful accounts during 2001 consisted of the following:

Balance at Balance at
September 30, Revenue September 30,
(Dollarsin thousands) 2000 Write-offs Adjustment Bad Debt 2001
Entity assets
State unemployment taxes $ (431312) $ 248031 $ (327824) $ - $ (511,105)
Due from reimbursable employers (46,943) 13,819 (3,519) - (36,643)
Benefit overpayments (2,108,150) 139,645 - (205,487) (2,173,992)
Other (502) 1,136 - (1,547) (913)
(2,586,907) 402,631 (331,343) (207,034) (2,722,653)
Non-entity assets
Fines and penalties (53,229) 12,131 (11,851) - (52,949)
Backwages (3,000) (952) - - (3,952)
(56,229) 11,179 (11,851) - (56,901)
$(2643136) $ 413810 $ (343,194) $ (207,034) $ (2,779,554)
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NOTE 5- ADVANCES

Advances at September 30, 2002 and 2001 consisted of the following :

(Dallarsin thousands)

Advances to states for Ul benefit payments

2002 2001

$ 504,283 $ 169,095

Advances to grantees and contractors to finance future DOL program expenditures 8,911 10,172

Other

3,478 300

$ 516,672 $ 179,567

NOTE 6 - PROPERTY, PLANT AND EQUIPMENT, NET OF DEPRECIATION

Property, plant and equipment at September 30, 2002 and 2001 consisted of the following :

(Dollarsin thousands)

Structures, facilities and improvements

Structures and facilities
Improvements to leased facilities

Furniture and equipment
Equipment held by contractors
Furniture and equipment

ADP software
Construction-in-progress
Land

NOTE 7-NON-ENTITY ASSETS

Restated
2002 2001
Accumulated
Cost or Depreciation/ Net Book Net Book
Basis Amortization Value Value

$ 722239 $ (316130) $ 406109 $ 408,588

307,900 (192,939) 114,961 172,382
1,030,139 (509,069) 521,070 580,970
170,150 (159,709) 10,441 9,887
57,939 (24,628) 33,311 32,607
228,089 (184,337) 43,752 42,584
79,616 (33,376) 46,240 42,679
105,951 - 105,951 52,620
62,808 - 62,808 58,808

$ 1,506,603 $ (726,782) $ 779821 $ 777,661

Non-entity assets consisted of the following at September 30, 2002 and 2001

(Dadllarsin thousands)

Intra-governmental
Funds with U.S. Treasury
Investments
Interest receivable from investments

Accounts receivable, net of alowance

2002 2001

$ 80917 $ 78,878

29,465 33,357
438 515
110,820 112,750
68,910 70,073

$ 179,730 $ 182,823
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NOTE 8 - ADVANCESFROM U.S. TREASURY

Advances from U.S. Treasury to the Black Lung Disability Trust Fund during 2002 consisted of the following:

Balance at Balance at
September 30, Net September 30,
(Dollarsin thousands) 2001 Borrowing 2002
Intra-governmental
Borrowing from the Treasury $ 7253557 $ 465,000 $ 7,718,557

$ 7253557 $ 465000 $ 7,718,557

Advances from U.S. Treasury to the Black Lung Disability Trust Fund during 2001 consisted of the following:

Balance at Balance at
September 30, Net September 30,
(Dollarsin thousands) 2000 Borrowing 2001
Intra-governmental
Borrowing from the Treasury $ 6,748557 $ 505,000 $ 7,253,557

$ 6,748557 $ 505,000 $ 7,253,557

Assuming the continuation of current operating conditions, repayment of these and necessary future advances will require a
change in the statutory operating structure of the fund. (See Note 19.)

NOTE 9- ACCRUED BENEFITS

Accrued benefits at September 30, 2002 and 2001 consisted of the following:

(Ddllarsin thousands) 2002 2001
State regular and extended unemployment benefits payable $ 1,340,034 $ 1,275,564
Federal extended unemployment benefits payable 37,669 20,729
Federal temporary extended unemployment benefits 556,094 -
Federal emergency unemployment benefits payable 11,614 11,058
Federal employees’ unemployment benefits payable 25,514 19,014
Federal employees’ unemployment benefits for existing

claims due in the subsequent year 103,309 80,803
Total unemployment benefits payable 2,074,234 1,407,168
Black lung disability benefits payable 29,469 29,703
Federal employees’ disability and 10(h) benefits payable 131,970 120,115
Energy employees occupational illness compensation benefits payable 3,800 -
Longshore and harbor workers disability benefits payable 2,052 1,739
District of Columbia disability benefits payable 154 121

$ 2241679 $ 1558846
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NOTE 10 - FUTURE WORKERS COMPENSATION BENEFITS

DOL’s liability for future workers' compensation benefits at September 30, 2002 and 2001 consisted of the

following:

(Dallarsin thousands)

Projected gross liability of the Federal government
for future FECA benefits
Lessliabilities attributed to other agencies:
U.S. Postal Service
Department of Navy
Department of Army
Department of Veterans Affairs
Department of Air Force
Department of Transportation
Tennessee Valley Authority
Department of Treasury
Department of Agriculture
Department of Justice
Department of Interior
Department of Defense, Other
Department of Health and Human Services
Socia Security Administration
General Services Administration
Department of Commerce
Department of Energy
Department of State
Department of Housing & Urban Devel opment
Department of Education
National Aeronautics and Space Administration
Environmental Protection Agency
Federal Emergency Management Association
Small Business Administration
Office of Personnel Management
National Science Foundation
Nuclear Regulatory Commission
Agency for International Devel opment
Other

Projected liability of the Department of Labor for future FECA benefits
FECA benefits not chargeable to other Federal agencies payable by
DOL’s Federal Employees' Compensation Act Special Benefit Fund
FECA benefits due to eligible workers of DOL and Job Corp enrollees
FECA benefits due to eligible workers of the Panama Canal Commission
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2002 2001
$ 24,807,367 $ 24,994,378
(7,653,191)  (7,399,470)
(2,872,301)  (2,968,541)
(1,929,082)  (1,955,183)
(1,762577)  (1,812,675)
(1,476,884)  (1,529,893)
(1,151,854)  (1,202,987)
(652,098) (657,530)
(1,076,954)  (1,076,106)
(861,620) (878,963)
(1,204,284)  (1,193,590)
(658,501) (663,471)
(904,925) (954,116)
(276,699) (293,355)
(280,549) (278,345)
(191,324) (198,853)
(190,687) (223,716)
(92,442) (95,748)
(56,259) (56,645)
(80,994) (84,758)
(21,665) (22,723)
(67,280) (69,672)
(39,457) (39,633)
(28,661) (25,241)
(31,487) (32,255)
(13,285) (13,752)
(1,637) (1,806)
(9,062) (10,849)
(28,251) (30,905)
(596,424) (637,380)
(24,210434) _ (24,408,161)
$ 596933 $ 586,217
$ 254210 $ 261,755
272,977 250,278
69,746 74,184
$ 596933 $ 586,217
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NOTE 11- OTHER LIABILITIES

Other liabilities at September 30, 2002 and 2001 consisted of the following current liabilities:

(Dollarsin thousands) 2002 2001
Intra-governmental
Accrued payroll and benefits $ 13901 $ 3,970
Unearned FECA assessments 27,110 6,794
Non-entity receipts due to U.S. Treasury 60,801 62,866
Amounts held for the Railroad Retirement Board 28,268 32,381
Advances from other Federal agencies 1,655 1,412
Total intra-governmental 131,735 107,423
Accrued payroll and benefits 28,531 22,760
Due to Backwage recipients 48,882 47,162
Unearned assessment revenue 38,253 37,272
Deposit and clearing accounts 29,211 36,641
Readjustment allowances and other Job Corps liabilities 58,642 69,194
Other advances 7,642 -
211,161 213,029
$ 342,896 $ 320,452

NOTE 12- LIABILITIESNOT COVERED BY BUDGETARY RESOURCES

Liabilities not covered by budgetary resources at September 30, 2002 and 2001 consisted of the following:

(Dollarsin thousands) 2002 2001
Intra-governmental

Advances from U.S. Treasury $ 7718557 $ 7,253,557
Future workers' compensation benefits 272,977 250,278
Accrued annual leave 89,368 88,773
Readjustment allowances and other Job Corps liabilities 58,642 69,194
420,987 408,245
$ 8139544 $ 7,661,802
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NOTE 13- PENSION EXPENSE

Pension expense in 2002 consisted of the following:

Accumulated Total
Employer  CostsImputed Pension
(Dollarsin thousands) Contributions by OPM Expense
Civil Service Retirement System $ 40,886 $ 42,444 $ 83,330
Federal Employees' Retirement System 58,935 - 58,935
Thrift Savings Plan 22,831 - 22,831

$ 122652 $ 42444 $ 165,096

Pension expense in 2001 consisted of the following:

Accumulated Total
Employer  CostsImputed Pension
(Dollarsin thousands) Contributions by OPM Expense
Civil Service Retirement System $ 40,865 $ 42435 $ 83,300
Federal Employees Retirement System 51,618 (535) 51,083
Thrift Savings Plan 19,676 - 19,676

$ 112,159 $ 41,900 $ 154,059

NOTE 14 - PROGRAM COST

Schedules A, B and C present detailed cost and revenue information by suborganization (responsibility segment)
for programs in the Department, the Employment and Training Administration, and the Employment Standards
Administration in support of the summary information presented in the Consolidated Statement of Net Cost for
2002.

Cost and revenue by suborganization for the nine outcome goal s adopted in the Department’ s Annual Performance
Plan for FY 2002, submitted under the requirements of the Government Performance and Review Act (GPRA),
are presented in schedule D.

Detailed cost and revenue information by budget function for 2002 is presented in Schedule E and intra-
governmental cost and revenue information by budget function for 2002 is presented in Schedule F.
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended September 30, 2002 and 2001

NOTE 14 - PROGRAM COST - Continued

A. Consolidating Statement of Net Cost by Subor ganization

Net cost by suborganization for the year ended September 30, 2002 consisted of the following:

Employment Employment Occupational Bureau of
and Training Standards  Safety and Health L abor
(Dallarsin thousands) Administration Administration  Administration Statistics

CROSSCUTTING PROGRAMS
Income maintenance
Intra-governmental $ 222,855 $ 672,553 $ - $ -
With the public 54,982,858 2,971,177 - -
Total cost 55,205,713 3,643,730 - -
L ess earned revenue (537,306) (2,302,943) - -
Net program cost 54,668,407 1,340,787 - -
Employment and training
Intra-governmental 119,667 - - -
With the public 6,645,297 - - -
Total cost 6,764,964 - - -
Less earned revenue (16,337) - - -
Net program cost 6,748,627 - - -
Labor, employment, and pension
standards
Intra-governmental - 105,054 - -
With the public - 229,909 - -
Total cost - 334,963 - -
Less earned revenue - 229 - -
Net program cost - 335,192 - -
Worker safety and health
Intra-governmental - - 99,748 -
With the public - - 384,271 -
Total cost - - 484,019 -
L ess earned revenue - - (493) -
Net program cost - - 483,526 -

OTHER PROGRAMS
Statistics
Intra-governmental - - - 178,419
With the public - - - 335,094
Total cost - - - 513,513
Less earned revenue - - - (12,765)
Net program cost - - - 500,748

Cost not assigned to programs - - - -

Less earned revenue not
attributed to programs - - - -
Net cost not assigned to programs - - - -

Net cost of operations $ 61417034 $ 1675979 $ 483526 % 500,748
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Mine Safety Pension and Veterans Other
and Health Welfare Benefits ~ Employment Departmental
Administration ~ Administration and Training Programs Eliminations Total
$ - $ - $ - $ 13990 $ (31335 $ 878,063
- - - 25,331 4,101 57,983,467
- - - 39,321 (27,234) 58,861,530
- - - 2 27,234 (2,813,013)
- - - 39,323 - 56,048,517
- - 10,603 289 (35,238) 95,321
- - 190,265 16,012 35,091 6,886,665
- - 200,868 16,301 (147) 6,981,986
- - - - 147 (16,190)
- - 200,868 16,301 - 6,965,796
- 38,653 244 18,616 (38,954) 123,613
- 106,634 4,292 120,050 38,864 499,749
- 145,287 4,536 138,666 (90) 623,362
- (7,710 - D 90 (7,392
- 137,577 4,536 138,665 - 615,970
84,272 - - 124 (41,609) 142,535
197,721 - - 336 41,609 623,937
281,993 - - 460 - 766,472
(930) - - - - (1,423
281,063 - - 460 - 765,049
- - - - (15,010) 163,409
- - - - 8,281 343,375
B - - - (6,729) 506,784
- - - - 6,729 (6,036)
- - - - - 500,748
- - - 139,959 (9,917) 130,042
- - - (44,987) 9,917 (35,070)
- - - 94,972 - 94,972
$ 281,063 $ 137577  $ 205404 $ 289,721 $ - $ 64,991,052
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended September 30, 2002 and 2001

NOTE 14 - PROGRAM COST - Continued

B. Consolidating Statement of Net Cost - Employment and Training Administration

Net cost of the Employment and Training Administration for the year ended September 30, 2002 consisted of the
following:

Training and
Employment Employment
(Dollarsin thousands) Security Programs Eliminations Total
CROSSCUTTING PROGRAMS
Income maintenance
Benefits $ 50893369 $ 5 $ - $ 50,893,419
Grants 4,018,115 - - 4,018,115
Interest 5,333 - - 5,333
Other 288,603 3,243 (3,000) 288,846
Total cost 55,205,420 3,293 (3,000) 55,205,713
Less earned revenue (540,306) - 3,000 (537,306)
Net program cost 54,665,114 3,293 - 54,668,407
Employment and training
Benefits - 28,335 - 28,335
Grants - 6,495,931 - 6,495,931
Other - 240,698 - 240,698
Total cost - 6,764,964 - 6,764,964
Less earned revenue - (16,337) - (16,337)
Net program cost - 6,748,627 - 6,748,627
Net cost of operations $ 54665114 $ 6751920 $ - $ 61,417,034
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended September 30, 2002 and 2001

NOTE 14 - PROGRAM COST - Continued

C. Consolidating Statement of Net Cost - Employment Standar ds Administration

Net cost of the Employment Standards Administration for the year ended September 30, 2002 consisted of the
following:

Office of Office of Office of
Workers Federal Wage L abor
Compensation  Contract and Hour Management
(Dollarsin thousands) Programs Compliance  Division Standards Eliminations Total
CROSSCUTTING PROGRAMS
Income maintenance
Benefits $ 2,795,402 $ - % - 3% - $  (1,884) $ 2,793,518
Interest 595,589 - - - - 595,589
Other 254,623 - - - - 254,623
Total cost 3,645,614 - - - (1,884) 3,643,730
Less earned revenue (2,304,827) - - - 1,884  (2,302,943)
Net program cost 1,340,787 - - - - 1,340,787
Labor, employment, and
pension standards
Benefits - 12,618 25,366 5,245 - 43,229
Other - 83,975 175,584 32,175 - 291,734
Total cost - 96,593 200,950 37,420 - 334,963
Less earned revenue - - 229 - - 229
Net program cost - 96,593 201,179 37,420 - 335,192
Net cost of operations $ 1,340,787 $ 96,593 $§ 201,179 $ 37,420 $ - $ 1,675,979
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For the Years Ended September 30, 2002 and 2001

NOTE 14 - PROGRAM COST - Continued

D. Consolidating Statement of Net Cost by Outcome Goal

Net cost by outcome goal for the year ended September 30, 2002 consisted of the following:

Employment Employment Occupational Bureau of
and Training Standards Safety and Health Labor
(Dollarsin thousands) Administration Administration Administration Statistics
Increase employment, earnings, and assistance $ 3,395,382 $ - $ - $ -
Less earned revenue (19,158) - - -
Net program cost 3,376,224 - - -
Increase the number of youth making a successful
transition to work 2,826,873 - - -
Less earned revenue (421) - - -
Net program cost 2,826,452 - - -
Improve the effectiveness of information and
analysis on the U.S. economy - - - 513,513
Less earned revenue - - - (12,765)
Net program cost - - - 500,748
Increase compliance with worker protection laws - 232,676 - -
Less earned revenue - - - -
Net program cost - 232,676 - -
Protect worker benefits 54,087,226 3,649,300 - -
Less earned revenue (533,906) (2,302,713) - -
Net program cost 53,553,320 1,346,587 - -
Provide worker retraining 1,661,197 - - -
Less earned revenue (159) - - -
Net program cost 1,661,038 - - -
Reduce workplace injuries, illnesses, and fatalities - - 484,019 -
Less earned revenue - - (493) -
Net program cost - - 483,526 -
Foster equal opportunity workplaces - 96,716 - -
Less earned revenue - - - -
Net program cost - 96,716 - -
Reduce exploitation of child labor and address core
international labor standards issues - - - -
Less earned revenue - - - -
Net program cost - - - -
Cost not assigned to goals - - - -
L ess earned revenue not attributed to goals - - - -
Net cost not assigned to goals - - - -
Net cost of operations $ 61417034 $ 1675979 $ 483,526 $ 500,748
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Mine Safety Pension and Veterans Other
and Health Welfare Benefits Employment Departmental
Administration Administration and Training Programs Eliminations Total
$ - $ - $ 195,546 $ 24,493 $ (1,459) $ 3,613,962
R - - - 1,459 (17,699)
- - 195,546 24,493 - 3,596,263
R - - 2,214 @ 2,829,086
- - - - 1 (420)
- - - 2,214 - 2,828,666
- - - 8,475 (6,729) 515,259
R - - - 6,729 (6,036)
- - - 8,475 - 509,223
- 100,752 - 21,892 (64) 355,256
- (5,474) - - 64 (5,410)
- 95,278 - 21,892 - 349,846
- 44,535 - 51,119 (25,947) 57,806,233
- (2,236) - 3 25,947 (2,812,905)
- 42,299 - 51,122 - 54,993,328
- - - 837 - 1,662,034
- - - - - (159)
- - - 837 - 1,661,875
281,993 - - 16,469 - 782,481
(930) - - - - (1,423)
281,063 - - 16,469 - 781,058
- - 9,858 10,100 - 116,674
- - - (1 - €]
- - 9,858 10,099 - 116,673
- - - 106,096 - 106,096
- - - 106,096 - 106,096
- - - 93,011 (9,917) 83,094
- - - (44,987) 9,917 (35,070)
- - - 48,024 - 48,024
$ 281,063 $ 137,577 $ 205,404 $ 289,721 $ - $ 64,991,052
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended September 30, 2002 and 2001

NOTE 14 - PROGRAM COST - Continued

E. Consolidating Statement of Net Cost by Budget Function

Net cost by budget function for the year ended September 30, 2002 consisted of the following:

(Dallarsin thousands)

CROSSCUTTING PROGRAMS
Income maintenance
Intra-governmental
With the public
Total cost
L ess earned revenue
Net program cost
Employment and training
Intra-governmental
With the public
Total cost
L ess earned revenue
Net program cost

Labor, employment, and pension standards

Intra-governmental
With the public
Total cost
Less earned revenue
Net program cost
Worker safety and health
Intra-governmental
With the public
Total cost
Less earned revenue
Net program cost

OTHER PROGRAMS
Statistics
Intra-governmental
With the public
Total cost
Less earned revenue
Net program cost

Cost not assigned to programs
Less earned revenue not attributed
to programs
Net cost not assigned to programs

Net cost of operations

Education,
Training, and
Employment

$ 62,636
199,133

261,769
(2,719)

Health

259,050

89,437
6,694,888
6,784,325

(16,190)

6,768,135
99,110
394,918
494,028
229
494,257
10,688
32,347
43,035

43,035

—_——

163,409
343,375
506,784

(6,036)

131,847
591,590
723,437

(1,423)
722,014

—_———

500,748

130,042

(35,070)

94,972

$ 8160107

190

$ 722,014

Income
Security

$ 804,154
57,756,615
58,560,769

(2,810,294)
55,750,475

24,287
100,602
124,889

(7,620)
117,269

—_—

$ 55,867,744



NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended September 30, 2002 and 2001

Veterans
National Benefitsand
Defense Services Total

$ 11,273 $ - $ 878,063
27,719 - 57,983,467

38,992 - 58,861,530

- - (2,813,013)

38,992 - 56,048,517

- 5,884 95,321
- 191,777 6,886,665
- 197,661 6,981,986
- (16,190)
- 197,661 6,965,796

- 216 123,613
- 4,228 499,748
- 4,444 623,361
- - (7,391)
- 4,444 615,970

- - 142,535
- - 623,937
- - 766,472
- - (1,423)
- - 765,049

- - 163,409
- - 343,375
- - 506,784
- - (6,036)
- - 500,748

- - 130,042

- - (35,070)
- - 94,972

$ 38,992 $ 202,105 $ 64,991,052
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For the Years Ended September 30, 2002 and 2001

NOTE 14 - PROGRAM COST - Continued

F. Consolidating Statement of Net Cost by Budget Function (I ntra-gover nmental)

Net intra-governmental cost by budget function for the year ended September 30, 2002 consisted of thefollowing:

Education, Veterans
Training, and Income National Benefitsand
(Dollarsin thousands) Employment Health Security Defense Services Total
CROSSCUTTING PROGRAMS
Income maintenance
Intra-governmental $ 62,636 $ - $ 804154 $ 11,273 $ - $ 878,063
Less earned revenue (2,721) - (2,810,294) - - (2,813,015)
Net program cost 59,915 - (2,006,140) 11,273 - (1,934,952)
Employment and training
Intra-governmental 89,437 - - - 5,884 95,321
Less earned revenue (15,611) - - - - (15,611)
Net program cost 73,826 - - - 5,884 79,710
Labor, employment and
pension standards
Intra-governmental 99,110 - 24,287 - 216 123,613
Less earned revenue 229 - (7,385) - - (7,156)
Net program cost 99,339 - 16,902 - 216 116,457
Worker safety and health
Intra-governmental 10,688 131,847 - - - 142,535
Less earned revenue - (975) - - - (975)
Net program cost 10,688 130,872 - - - 141,560
OTHER PROGRAMS
Statistics
Intra-governmental 163,409 - - - - 163,409
Less earned revenue (5,322) - - - - (5,322)
Net program cost 158,087 - - - - 158,087
Cost not assigned to programs
Intra-governmental 67,087 - - - - 67,087
Less earned revenue not
attributed to programs (30,457) - - - - (30,457)
Net cost not assigned to
programs 36,630 - - - - 36,630
Net cost of operations $ 438485 $ 130872 $ (1.989,238) $ 11273 $ 6,100 $ (1402508)
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended September 30, 2002 and 2001

NOTE 14 - PROGRAM COST - Continued

Schedules G, H and | present detailed cost and revenue information by suborganization (responsibility segment)
for programs in the Department, the Employment and Training Administration, and the Employment Standards
Administration in support of the summary information presented in the Consolidated Statement of Net Cost for

2001.

Detailed cost and revenue information by budget function for 2001 is presented in Schedule J and intra
governmental cost and revenue information by budget function for 2001 is presented in Schedule K.
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For the Years Ended September 30, 2002 and 2001

NOTE 14 - PROGRAM COST - Continued

G. Consolidating Statement of Net Cost by Suborganization - Restated

Net cost by suborganization for the year ended September 30, 2001 consisted of the following:

Employment Employment Occupational Bureau of
and Training Standards  Safety and Health L abor
(Dallarsin thousands) Administration Administration  Administration Statistics

CROSSCUTTING PROGRAMS
Income maintenance
Intra-governmental $ 194,248  $ 624,166 $ - $ -
With the public 32,123,099 4,462,113 - -
Total cost 32,317,347 5,086,279 - -
Less earned revenue (406,729) (2,190,211) - -
Net program cost 31,910,618 2,896,068 - -
Employment and training
Intra-governmental 66,799 - - -
With the public 5,608,738 - - -
Total cost 5,675,537 - - -
L ess earned revenue (9,437) - - -
Net program cost 5,666,100 - - -
Labor, employment, and pension
standards
Intra-governmental - 96,267 - -
With the public - 229,301 - -
Total cost - 325,568 - -
L ess earned revenue - (2,594) - -
Net program cost - 322,974 - -
Worker safety and health
Intra-governmental - - 88,293 -
With the public - - 352,568 -
Total cost - - 440,861 -
L ess earned revenue - - (2,127) -
Net program cost - - 438,734 -

OTHER PROGRAMS
Statistics
Intra-governmental - - - 163,486
With the public - - - 307,173
Total cost - - - 470,659
Less earned revenue - - - (11,350)
Net program cost - - - 459,309

Cost not assigned to programs - - - -

Less earned revenue not
attributed to programs - - - -
Net cost not assigned to programs - - - -

Net cost of operations $ 37576718 $ 3219042 $ 438,734 % 459,309
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Mine Safety Pension and Veterans Other
and Health Welfare Benefits ~ Employment Departmental
Administration ~ Administration and Training Programs Eliminations Total
$ - $ - $ - $ 15352 $ (25,015) $ 808,751
- - - 26,361 (1,583) 36,609,990
- - - 41,713 (26,598) 37,418,741
- - - - 26,598 (2,570,342)
- - - 41,713 - 34,848,399
- - 9,750 416 (34,604) 42,361
- - 178,818 1,211 34,604 5,823,371
- - 188,568 1,627 - 5,865,732
- - - - - (9,437)
- - 188,568 1,627 - 5,856,295
- 34,011 218 15,349 (34,581) 111,264
- 86,986 4,020 62,821 34,581 417,709
- 120,997 4,238 78,170 - 528,973
- (9,915) - - - (12,509)
- 111,082 4,238 78,170 - 516,464
82,043 - - 93 (38,363) 132,066
195,802 - - 271 38,363 587,004
277,845 - - 364 - 719,070
(897) - - - - (3,024)
276,948 - - 364 - 716,046
- - - - (14,189) 149,297
- - - - 7,668 314,841
R - - - (6,521) 464,138
. - - - 6,521 (4,829)
- - - - - 459,309
- - - 95,486 (7,083) 88,403
- - - (32,695) 7,083 (25,612)
- - - 62,791 - 62,791
$ 276,948 $ 111,082 % 192,806 $ 184,665 $ - $ 42,459,304
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NOTE 14 - PROGRAM COST - Continued

H. Consolidating Statement of Net Cost - Employment and Training Administration

Net cost of the Employment and Training Administration for the year ended September 30, 2001 consisted of the
following:

Training and
Employment Employment
(Dollarsin thousands) Security Programs Eliminations Total
CROSSCUTTING PROGRAMS
Income maintenance
Benefits $ 28548424 $ 49 3 - $ 28,548,473
Grants 3,637,669 - - 3,637,669
Interest 4,029 - - 4,029
Other 126,938 238 - 127,176
Total cost 32,317,060 287 - 32,317,347
Less earned revenue (406,729) - - (406,729)
Net program cost 31,910,331 287 - 31,910,618
Employment and training
Benefits 2,539 31,582 - 34,121
Grants 47,957 5,378,218 - 5,426,175
Other 22,020 193,221 - 215,241
Total cost 72,516 5,603,021 - 5,675,537
Less earned revenue - (9,437) - (9,437)
Net program cost 72,516 5,593,584 - 5,666,100
Net cost of operations $ 31982847 $ 5593871 $ - $ 37,576,718
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NOTE 14 - PROGRAM COST - Continued

. Consolidating Statement of Net Cost - Employment Standards Administration

Net cost of the Employment Standards Administration for the year ended September 30, 2001 consisted of the
following:

Office of Office of Office of
Workers Federal Wage L abor
Compensation  Contract and Hour Management
(Dollarsin thousands) Programs Compliance  Division Standards Eliminations Total
CROSSCUTTING PROGRAMS
Income maintenance
Benefits $ 4,351,196 $ - % - 8 - $ (1,623) $ 4,349,573
Interest 567,814 - - - - 567,814
Other 168,892 - - - - 168,892
Total cost 5,087,902 - - - (1,623) 5,086,279
Less earned revenue (2,191,834) - - - 1,623  (2,190,211)
Net program cost 2,896,068 - - - - 2,896,068
Labor, employment, and
pension standards
Benefits - 11,768 23,009 4,813 - 39,590
Other - 82,734 173,104 30,140 - 285,978
Total cost - 94,502 196,113 34,953 - 325,568
Less earned revenue - - (2,594) - - (2,594)
Net program cost - 94,502 193,519 34,953 - 322,974
Net cost of operations $ 2,896,068 $ 94502 $ 193519 $ 34,953 $ - $ 3,219,042
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NOTE 14 - PROGRAM COST - Continued

J. Consolidating Statement of Net Cost by Budget Function - Restated

Net cost by budget function for the year ended September 30, 2001 consisted of the following:

(Dallarsin thousands)

CROSSCUTTING PROGRAMS
Income maintenance
Intra-governmental
With the public
Total cost
Less earned revenue
Net program cost
Employment and training
Intra-governmental
With the public
Total cost
Less earned revenue
Net program cost
Labor, employment, and pension standards
Intra-governmental
With the public
Total cost
Less earned revenue
Net program cost
Worker safety and health
Intra-governmental
With the public
Total cost
Less earned revenue
Net program cost

OTHER PROGRAMS
Statistics
Intra-governmental
With the public
Total cost
Less earned revenue
Net program cost

Cost not assigned to programs
Less earned revenue not attributed
to programs
Net cost not assigned to programs

Net cost of operations

Education,
Training, and
Employment

$ 54,503
178,063

232,566
(2,628)

Health

$ -

229,938

37,279
5,598,079
5,635,358

(9,437)

5,625,921
89,708
332,284
421,992
(2,594)

419,398
9,776
31,355
41,131

41,131

—_—

149,297
314,841
464,138

(4,829)

122,290
555,649
677,939

(3,024)
674,915

—_— e

459,309

88,403

(25,612)

62,791

$ 6,838,488

198

$ 674915

Income
Security

$ 753,328
34,822,299

—_—

35,575,627

(2,567,714)
33,007,913

47,925
47,925

47,925
21,367
81,510
102,877

(9,915)
92,962

—_———

$ 33148800
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Veterans
National Benefitsand
Defense Services Total

$ 920 $ - $ 808,751
1,609,628 - 36,609,990
1,610,548 - 37,418,741

- - (2,570,342)
1,610,548 - 34,848,399

- 5,082 42,361
- 177,367 5,823,371
- 182,449 5,865,732
- (9,437)
- 182,449 5,856,295

- 189 111,264
- 3,915 417,709
- 4,104 528,973
- - (12,509)
- 4,104 516,464

- - 132,066
- - 587,004
- - 719,070
- - (3,024)
- - 716,046

- - 149,297
- - 314,841
- - 464,138
- - (4,829)
- - 459,309

- - 88,403

- - (25,612)
- - 62,791

$ 1610548 $ 186,553 $ 42,459,304
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For the Years Ended September 30, 2002 and 2001

NOTE 14 - PROGRAM COST - Continued

K. Consolidating Statement of Net Cost by Budget Function (Intra-gover nmental)

Net intra-governmental cost by budget function for the year ended September 30, 2001 consisted of thefollowing:

Education, Veterans
Training, and Income National Benefitsand
(Dollarsin thousands) Employment Health Security Defense Services Total
CROSSCUTTING PROGRAMS
Income maintenance
Intra-governmental $ 54,503 $ - $ 753328 $ 920 $ - $ 808,751
Less earned revenue (2,623) - (2,567,714) - - (2,570,337)
Net program cost 51,880 - (1,814,386) 920 - (1,761,586)
Employment and training
Intra-governmental 37,279 - - - 5,082 42,361
Less earned revenue (8,915) - - - - (8,915)
Net program cost 28,364 - - - 5,082 33,446
Labor, employment, and
pension standards
Intra-governmental 89,708 - 21,367 - 189 111,264
Less earned revenue (30) - (9,443) - - (9,473)
Net program cost 89,678 - 11,924 - 189 101,791
Worker safety and health
Intra-governmental 9,776 122,290 - - - 132,066
Less earned revenue - (1,013) - - - (1,013)
Net program cost 9,776 121,277 - - - 131,053
OTHER PROGRAMS
Statistics
Intra-governmental 149,297 - - - - 149,297
Less earned revenue (3,740 - - - - (3,740
Net program cost 145,557 - - - - 145,557
Cost not assigned to programs
Intra-governmental 57,947 - - - - 57,947
Less earned revenue not
attributed to programs (24,060) - - - - (24,060)
Net cost not assigned to
programs 33,887 - - - - 33,887
Net cost of operations $ 359142 $ 121277 $ (1,802462) $ 920 $ 5271 $ (1,315852)
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NOTE 15- NON-EXCHANGE REVENUE

Non-exchange revenues reported on the Consolidated Statement of Changes in Net Position in 2002 and 2001
consisted of the following:

(Dollarsin thousands) 2002 2001

Employer taxes
Unemployment Trust Fund

Federal unemployment taxes $ 6,613294 $ 6,937,235
State unemployment taxes 19,642,722 19,775,275
26,256,016 26,712,510
Black Lung Disability Trust Fund excise taxes 566,645 522,197
26,822,661 27,234,707
Interest
Unemployment Trust Fund 5,083,191 5,764,079
Longshore and Harbor Workers' Trust Fund 854 1,891
District of Columbia Trust Fund 85 157
Panama Canal Commission Compensation Fund 6,380 6,099
Energy Employees Occupational I1Iness Compensation Fund 1,468 1,744
Black Lung Disability Trust Fund 2,343 1,296
5,094,321 5,775,266
Assessments
Longshore and Harbor Workers' Trust Fund 134,081 133,948
District of Columbia Trust Fund 11,559 12,170
Other (27) 595
145,613 146,713
Reimbursement of unemployment benefits from state and
local governments and non-profit organizations
to the Unemployment Trust Fund 1,371,411 1,072,686

$ 33434,006 $ 34,229,372

NOTE 16 - TRANSFERSWITHOUT REIMBURSEMENT

Transfers from (to) other Federal agenciesin 2002 and 2001 consisted of the following:

Restated
(Dallarsin thousands) 2002 2001
Budgetary financing sour ces
From DOL general fund unexpended appropriation
accounts to the DOL Working Capital Fund $ 3,000 $ 3,000
Other financing sources
From General Services Administration 3,009 2,802
To Genera Services Administration (662) (4,306)
2,347 (1,504)
$ 5347 $ 1,496
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For the Years Ended September 30, 2002 and 2001

NOTE 17 - STATUS OF BUDGETARY RESOURCES

A. Apportionment Categories of Obligations Incurred

Obligationsincurred reported on the Combined Statement of Budgetary Resourcesin 2002 and 2001 consisted of
the following:

(Dallarsin thousands) 2002 2001
Direct Obligations
Category A $ 3748936 $ 3,468,986
Category B 9,843,443 8,861,729
Exempt from apportionment 56,907,290 33,360,507
Total direct obligations 70,499,669 45,691,222
Reimbursable Obligations
Category A 174,901 177,453
Category B 2,388,904 2,393,485
Total reimbursable obligations 2,563,805 2,570,938

$ 73063474 $ 48,262,160

B. Permanent Indefinite Appropriations

The Department of Labor’s permanent indefinite appropriations include al trust funds, the Federal Employees
Compensation Act Specia Benefit Fund, the Panama Cana Commission Compensation Fund, the Energy
Employees Occupational Iliness Compensation Fund, ETA and ESA H-1b funds, and portions of State
Unemployment Insurance and Employment Service Operations and Federal Unemployment Benefits and
Allowances. These funds are described in Note 1-A.3.

C. Legal Arrangements Affecting Use of Unobligated Balances

Unemployment Trust Fund receipts are reported as budget authority in the Consolidated Statement of Budgetary
Resources. The portion of UTF receipts collected in excess of amounts needed to pay benefits and other valid
obligations are precluded by law from being availablefor obligation at year end. Therefore, these excessreceipts
are not classified as budgetary resources in the Consolidated Statement of Budgetary Resources and are not
includedin unobligated balancesinthe status of budgetary resourcesincludedinthat Statement. All excessreceipts
arereported as assets of the UTF and areincluded in the Consolidated Balance Sheet. They will become available
for obligation as needed in the future.

D. Explanation of Differences Between the Statement of Budgetary Resources and the
Budget of the United States Gover nment

The Budget of the United States Government with actual amountsfor the year ended September 30, 2002 has not

been published as of the issue date of these financial statements. This document will be available in February,
2003.
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NOTE 18 - CUSTODIAL REVENUES

Custodia revenuesin 2002 consisted of the following:

Increase
Net (Decrease) in
Cash Less Cash Amountsto Total
(Dollarsin thousands) Collections Refunds Collections be Collected Revenues
Civil monetary penalties
OSHA $ 59535 $ - $ 59535 $ 158 $ 61,120
MSHA 17,888 - 17,888 552 18,440
PWBA 11,429 - 11,429 584 12,013
ESA 15,456 (12) 15,444 865 16,309
104,308 (12) 104,296 3,586 107,882
ETA disallowed grant costs 9,190 (12 9,178 (5,652) 3,526
Other 580 (2 578 - 578
$ 114,078 $ (26) $ 114,052 $ (2,066) $ 111,986
Custodial revenuesin 2001 consisted of the following:
Increase
Net (Decrease) in
Cash Less Cash Amountsto Total
(Dollarsin thousands) Collections Refunds Collections be Collected Revenues
Civil monetary penalties
OSHA $ 57974 $ 186 $ 58,160 $ 1,768 $ 59,928
MSHA 18,576 - 18,576 1,598 20,174
PWBA 14,667 - 14,667 (1,220) 13,447
ESA 12,714 - 12,714 694 13,408
103,931 186 104,117 2,840 106,957
ETA disallowed grant costs 10,260 (16) 10,244 (8,253) 1,991
Other 1,330 - 1,330 - 1,330
$ 115521 $ 170 $ 115691 $ (5413) $ 110,278
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NOTE 19 - DEDICATED COLLECTIONS

DOL isresponsible for the operation of four major trust funds. The financial position of each trust fund as of
September 30, 2002 is shown below.

Longshore
Black Lung and Harbor District of
(Dollarsin thousands) Unemployment Disability Workers Columbia
Assets
Intra-governmental
Funds with U.S. Treasury $ (23,255) $ 38,828 $ 629 $ 34
Investments 68,264,647 - 63,052 6,077
Accounts receivable, net
Due from other Federal agencies
for UCX and UCFE benefits 267,737 - - -
Interest receivable from investments 1,071,299 - - -
Total intra-governmental 69,580,428 38,828 63,681 6,111
Accounts receivable, net
State unemployment tax 220,618 - - -
Due from reimbursable employers 372,786 - - -
Benefit overpayments 105,384 24,728 - -
Other - 2,821 4,025 204
Advances to states 504,283 - - -
Total assets $ 70,783,499 $ 66,377 $ 67,706 $ 6,315
Liabilities
Intra-governmental
Accounts payable to ETA - SUIESO $ 1284215 $ - $ - $ -
Advances from U.S. Treasury - 7,718,557 - -
Amounts held for the Railroad
Retirement Board 28,268 - - -
Total intra-governmental 1,312,483 7,718,557 - -
Accrued benefits 2,074,234 29,469 2,052 154
Other - - 35,035 3,219
Total liabilities 3,386,717 7,748,026 37,087 3,373
Net position
Cumulative results of operations 67,396,782 (7,681,649) 30,619 2,942
Total liabilities and net position $ 70,783,499 $ 66,377 $ 67,706 $ 6,315
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NOTE 19 - DEDICATED COLLECTIONS - Continued

The net results of operations of each trust fund for the year ended September 30, 2002 is shown below.

Longshore
Black Lung and Harbor District of
(Dollarsin thousands) Unemployment Disability Workers Columbia
Cost, net of earned revenues
Benefits $ (50,887,009) $ (367,911 $ (129,139) $ (10,962)
Interest (5,333) (595,589) - -
Administrative (227,363) (33) - -
(51,119,705) (963,533) (129,139) (10,962)
Earned revenue 520,264 - - -
(50,599,441) (963,533) (129,139) (10,962)
Net financing sour ces
Taxes 26,256,016 566,645 - -
Interest 5,083,191 2,343 854 85
Assessments 1,371,411 - 134,081 11,559
Transfers-in
Treasury 270,090 - - -
DOL entities 102,079 - - -
Transfers-out
DOL entities (4,092,672) (54,239) (1,970) -
28,990,115 514,749 132,965 11,644
Net results of operations (21,609,326) (448,784) 3,826 682
Net position, beginning of period 89,006,108 (7,232,865) 26,793 2,260
Net position, end of period $ 67,396,782 $ (7,681,649 $ 30,619 $ 2,942

The financia position of each trust fund as of September 30, 2001 is shown below and on the following page.

Longshore
Black Lung and Harbor District of
(Dollarsin thousands) Unemployment Disability Workers Columbia
Assets
Intra-governmental
Funds with U.S. Treasury $ 387,435 $ 38,066 $ 274 $ 32
Investments 88,638,295 - 58,712 5,433
Accounts receivable, net
Due from other Federal agencies
for UCX and UCFE benefits 194,989 - - -
Interest receivable from investments 1,436,331 - - -
Total intra-governmental 90,657,050 38,066 58,986 5,465
Accounts receivable, net
State unemployment tax 165,847 - - -
Due from reimbursable employers 326,373 - - -
Benefit overpayments 154,490 11,229 - -
Other - 1,100 3,538 197
Advances to states 169,095 - - -
Total assets $ 91472855 $ 50,395 $ 62,524 $ 5,662
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NOTE 19 - DEDICATED COLLECTIONS - Continued

(Dallarsin thousands)

Liabilities

Intra-governmental
Accounts payable to ETA - SUIESO
Advances from U.S. Treasury
Amounts held for the Railroad
Retirement Board
Total intra-governmental

Accrued benefits

Other
Total liabilities

Net position

Cumulative results of operations

Total liabilitiesand net position

Longshore
Black Lung and Harbor District of
Unemployment Disability Workers Columbia
$ 1027198 $ -8 - $ -
- 7,253,557 - -
32,381 - - -
1,059,579 7,253,557 - -
1,407,168 29,703 1,739 121
- - 33,992 3,281
2,466,747 7,283,260 35,731 3,402
89,006,108 (7,232,865) 26,793 2,260
$ 91472855 $ 50,395 $ 62,524 $ 5,662

The net results of operations of each trust fund for the year ended September 30, 2001 is shown below.

(Dallarsin thousands)

Cost, net of earned revenues

Benefits
Interest

Administrative

Earned revenue

Net financing sour ces

Taxes
Interest
Assessments
Transfers-in

DOL entities

Transfers-out

DOL entities
Net results of operations
Net position, beginning of period

Net position, end of period

Longshore

Black Lung and Harbor District of

Unemployment Disability Workers Columbia
$ (28544,470) $ (391,087) $  (130,727) $ (11,229

(4,029) (567,814) - -

(88,579) (51) - -
(28,637,078) (958,952) (130,727) (11,229)

390,155 - - -
(28,246,923) (958,952) (130,727) (11,229)

26,712,510 522,197 - -
5,764,079 1,296 1,891 157
1,072,686 - 133,948 12,170

7,300 - - -

(3,539,681) (51,897) (1,981) -
30,016,894 471,596 133,858 12,327
1,769,971 (487,356) 3,131 1,098
87,236,137 (6,745,509) 23,662 1,162
$ 89,006,108 $ (7,232,865) $ 26,793 $ 2,260
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