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Statement of the Secretary of the Treasury

The Department of the Treasury is pleased to present this set of Consolidated Finan-
cial Statements prepared by the Financial Management Service. These statements pro-
vide summary information on the financial condition and operations of the Federal
Government.

The financial information in these reports originates in program agency accounting
systems across Government. While substantial progress has been made in recent years
to replace the most obsolete systems, much remains to be done to improve the remaining
systems. The great majority of program agency systems now report based on the U.S.
Government's Standard General Ledger. Almost all program agencies can now report via
telecommunications to Treasury's computers. All new systems under development now
have access to the Federal Government's Core Systems Requirements, issued just last
year. These successes are improving the quality of financial data provided by the
agencies.

Three additional actions now underway should complete the task of modernizing the
Government's financial systems and reporting capabilities. First, a Presidential Manage-
ment by Objective goal has been established to complete the integration of modernized
program agency systems with the central systems at Treasury and OMB. Second, the
Chietf Financial Officers Council is preparing an implementation plan to complete this ac-
tion across Government. Third, Executive Branch agencies are moving toward audited an-
nual statements. Several Departments have already taken that step and the improved fi-
nancial data is incorporated in these reports. With the completion of these actions, we will
reach our goal, a Federal financial management program noted for both quality service

and fiscal responsibility.

Nicholas F. Brady

. .. actions now underway should
complete the task of modernizing
the Government’s financial systems
and reporting capabilities.




Statement of the Comptroller General
of the United States

The prototype consolidated financial statements in this document illustrate how infor-
mation about the financial condition and operations of the federal government might be
presented to better inform the Congress, federal executives and the public at large. As
such, they represent progress in establishing accurate and complete financial information
about government-wide activities.

When financial data from individual departments and agencies can withstand audit, it
will be possible to prepare consolidated statements that accurately measure the magni-
tude of federal assets, liabilities, commitments and contingencies, as well as the cost of
government operations and programs. Because accurate information is essential to build-
ing and maintaining public trust in the financial operations of the government, the General
Accounting Office has strongly supported publication of consolidated financial statements
that can withstand an audit. This is a goal we hope to see accomplished as a part of
broader financial reforms that are essential throughout the federal government.

The attached consolidated statements are based on financial data furnished to Treas-
ury by government departments, agencies and corporations. While the Treasury Depart-
ment has improved their format and presentation, these statements remain neither accu-
rate nor complete.

Only about a third of the government's outlays have been subjected to an independ-
ent audit. Those audits which have been completed show repeated instances of inade-
quate accounting systems, poor internal controls, and unreliable data, all of which limit the
accuracy of the information provided to Treasury. For example, GAO’s audits over the
past year of the Air Force and the Federal Housing Administration have disclosed major
errors, often amounting to several billion dollars, in the financial data. We expect to find
similar problems in other agencies and military services which have yet to undergo finan-
cial audits. On the other hand, our experience has shown that audits frequently lead to
development of better accounting systems, controls and improved accuracy of financial
data reported to Treasury in subsequent years.

In the final analysis, major reform in the area of financial management is essential if
Treasury’s plan to present a set of complete consolidated financial statements is to
succeed. A key to this effort is the enactment of legislation that would include:

¢ Appointment of a Chief Financial Officer for the United States, as well as CFOs
within major agencies and departments. These officials would be charged with modern-
ization of accounting systems and the strengthening of internal controls throughout the
government.

¢ A requirement for the preparation and audit of annual financial statements by all
major agencies, to be carried out in accordance with appropriate accounting standards,
and

¢ The establishment of a system of reports to the Congress to facilitate congressional
oversight.

| look forward to the day when the federal government’s consolidated financial state-
ments are no longer prototypes. Then, GAO would be able to report that the consolidated
financial statements published by Treasury fairly present the financial condition and the
results of operations of the federal government. With such information, taxpayers will have
a true picture of how their money is being spent. Only then will the Congress and officials
of the executive branch have the information they need on the implications and conse-
quences of their economic policy decisions.

DI Bk

Charles A. Bowsher




Introduction

This year's report incor-
porates the results of continuing
efforts to accumulate higher
quality program data. Conse-
quently, the Financial Manage-
ment Service (FMS) is able to
provide more reliable financial
information in the accompany-
ing statements.

Departments and agencies
using the Government’s stand-
ard general ledger as a nucleus
contribute to this progress. Their
support makes it possible for
FMS to more fully respond to
data user requirements through
the application of its electronic
network, meeting key analytical
needs. Along these'lines, FMS
is committed to meeting the fi-
nancial challenges it faces by
actively improving the quality of
Government financial
management.

Highlights of the 1989 state-
ments include:

* Agencies which have ap-

proximately 37 percent of the
reported assets in 1989 have
been audited in the past 5
years.

* Coverage of efforts by agen-
cies to prepare complete annual
reports has been expanded.

The process review begun
last year by the independent
CPA firm Price Waterhouse re-
sumed in 1989. This involves
primarily an examination of
FMS' procedures for accumulat-
ing and summarizing informa-
tion submitted by departments
and agencies.

... to provide more
reliable financial

information.
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FINANCIAL HIGHLIGHTS

Revenues and expenses

The following graphs show revenues and expenses for fiscal years 1987 through 1989, and the major
categories of revenues by source and expenses by agency for fiscal 1989. Certain revenue amounts have been
reported on the accrual basis and differ from those reported on the cash basis. The data supporting the graph of
expenses by agency are also reported on the accrual basis and differ from those reported on the cash basis.

TOTAL REVENUES AND TOTAL EXPENSES
FISCAL YEARS 1987-89
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Revenues and expenses

FISCAL YEAR 1989

MAJOR SOURCES OF REVENUES

Business-Type
Social Insurance Taxes Operations
and Contributions %%
33%

Other

Corporate Income Taxes
D%

Individual Income Taxes

MAJOR CATEGORIES OF EXPENSES

Health and Human Services

Social Security Administration Department
17% of Defense
26%

Health and Human Services
Except Social Security
11%

Interest ]
15% 4 Other
) 19%

Independent
Agencies
12%



Major categories of assets

Assets are resources owned by the Federal Government that are available to pay liabilities or provide
public services in the future. The following chart is derived from the Statement of Financial Position and depicts

the major categories of assets for FY 1989 as a percent of total assets. The components for each of these major
categories are contained in Notes to Financial Statements.

MAJOR CATEGORIES OF ASSETS
$1,210.0 billion

e

Cash and Other Monetary Assets

Receivables
Inventories
Property and Equipment

Investments and Other Assets

Percent

Assets, liabilities, and accumulated position

The following graph depicts the assets, liabilities, and accumulated position reported in the Statement of
Financial Position for fiscal years 1987 through 1989.

TOTAL ASSETS, TOTAL LIABILITIES, AND
ACCUMULATED POSITION, FY 1987-89
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Sources of funds provided and applied

The charts below have been derived from the Statement of Operations and the Statement of Changes in
Financial Position for fiscal 1989.

FUNDS PROVIDED FROM

Individual Income Taxes ’35%

Corporate Income Taxes

Social Insurance Taxes

Viza%
and Contributions

Other Taxes

Government Business-Type
Operations

Borrowing from the Public

IncreaseinLiabilities

20 30 40
Percent

FUNDS APPLIED TO

&

Purchase of Property and Equipment

Increase in Inventories

Increase in Accounts and
Loans Receivable

Department of Defense Expenses

Non-Defense Operating Expenses

Interest on Debt
Held by the Public

i 1 | 1’4
30 40 50 60
Percent
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CONSOLIDATED FINANCIAI. STATEMENTS

United States Government Consolidated Statement
of Financial Position as of September 30, 1989 and 1988

(% billions)

1989 1988
Assets
CASHN e SOt ST Lo s N Bt Sl SO ncen¥s Shedt R 8 S g e 41.0 44.4
Othermone Ay eSS Ol A s o e s L e 124.6 133.4
Accounts receivable, netofallowances. ... ... ... ... 879 733
Inventeresinets. .« B e ol e ol bl e e e e S e 227.7 2125
Loeansireceivable;netofalloWanees .5t ot ia vt s s s s e e e s 175.2 181.0
Property, plant and equipment, net of accumulated depreciation . ... ................ 463.6 437.1
Investments in international organizations. ... ... ... ... 23.7 223
Deferred retirement CoStS . ... ..ottt i 21.0 20.8
@therassetst il L8 m il ne | L R T 453 51.6
TR EUEEETRET fnm oo 5,55 b 010 6 05100 017 21 S0 OO TR EE0 0 10 O 301 0 56 Coro0 A B P00 5701 6 1,210.0 1,176.4
Liabilities
ACCOUS paYabl e e i s o e S R 163.7 173.2
Interestipayablei o e e S e i r s e i s A e e e S s e sl e Gl 41.4 346
Accrued payroll and benefits .. ... ... ... . 125 11.9
Unearned reVenle . | il e e e ety B e s e o e el s s 23.2 22.1
Debt issued under financing authority . . .. ... ... . 2,188.8 2,050.0
Pensions and actuarial liabilities .. . .. ... .ot i e e e 1,235.5 1,212.9
DN IR 6 e el o e 10 s s 15 B 510003 (515 5 8 G 219 55101 065 A 050 0 A0 _ 1122 815
1 VT L EE S 2 0 510 0 1 5 0 5 3 s 6 3o D 0 QTS A0 ) (310 03 0 O 0 3 0 O30 0 0 & 3,586.2
Accumulatedipositionisi s e o on e e e ey e s e e el s e el e -2,567.3 -2,409.8

The accompanying notes are an integral part of this statement.




12

United States Government Consolidated Statement
of Operations for the Years Ended September 30, 1989 and 1988
(% billions)

1989 1988
Revenues
Levied under the Government’s sovereign power
IndiVIdUallinCOMEITANES e < ainiily i wr esth Alarie sl e a1 5o Al e s e ol st 445.7 401.2
G O Tl N O M G X S e T e R e el i A B o & 103.3 945
Sogcial instranogtaxesiandicomtributions: i el it e i i LI o e e e s 359.4 334.3
EXCiSeitaxcs el B Srs s f o8, o S Rome R L s ke St st o i et g S e 34.4 35.2
Estateandigitilaxe s, e e s il e 2 = o = 1 L 2 i S R s e 8.7 7.6
USRIl ER e o %o dvr o o 2 Al el ) M S e St 16.3 154
S e e OIS R e e o e ool S e kbt i o2 o e e S 23.0 20.0
990.8 908.2
Earned through Government business-type operations
Sale of goods and services . ... .. .ow v v e s A Rl 73.7 822
GET T Gtiass o s ke ST Ser e R Sl P eyl R B S b el 10.7 119
(CHITEF s i b o et i S ande ik et BBl 0 & B ERREN D S 12.6 36.9
e R S e 3 e (R 5 S Ul e e e e T e e o A e o Cho D 1,087.8 1,039.2
Expenses by agency
Legisiativerbranehisi, i i T s s B U i it e e s e i 1.6 1.5
Judictal Dran e s R e e S 1.3 1.2
Executive branch
Executive Office of the President. . ... ... ... .. ... . ... . . . ... A el
Funds appropriatedito theiPresident . L. oo, 2k dal e s s e ol s e gl s i 18.3 19.6
Departments
(e I o o e e s e e e e o e 43.7 62.2
B O RGO B e e I e U o v aWeally o syl e v oo et ks s 3.2 21
DTS (ST ) T At e St g Y S e I G G e DR Bl i 322.0 2922
EdUcalionts ol i e e e e s e s o 16.5 17.0
Enerayem it S e e o s L L e o R AT 16.1 15.3
Health and Human Services
Social SOCUIIY:. < ain s e ulhaiuls il s TS E Rl e’y e S 215.2 2116
OtHe A, B T e By b e e ot e oy oF 137.0 127.2
I lousing and Urban Development . . ... cii v aneon . 19.8 21.4
TRHEIFIETF o 2 st Bt B S 0 s o Bl S Ceeelecdt Wit SO O BCIRLE XER RN, 8.1 54
I e e e et o e T Lk R C D e S B e S e 6.9 39
LabapM e SRR e R RS S e R e B T 23.8 245
Statelnis | o e e e e 4.8 3.2
NS PO AN ON e e el e e it b st s e 25.1 243
Treasury
Interest onidebtiheld by the pUBC . &, auicoebiie < emis st & o2 s wtels ks s s 185.3 168.9
(BT 10 b cofngss ke toy o oo TR S B S S O AW S ST SR Y 16.3 124
VeteransyAairss: o ncls Rt I i U T e 26.7 291
Independent agencies . .. L e e s 1455 129.0
Totallexpenses i o il e ot st clloolhis s Ly evel ol slisca fullaan el e e tahnl tln s 1,237.3 1,171.8
Excess of eXpenses OVer reVenuUes .. ......covveveninerinrncenneneessncans -149.5 -132.6

The accompanying notes are an integral part of this statement.
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United States Government Consolidated Statement
of Receipts and Outlays as of September 30, 1989 and 1988

($ billions)
1989 1988
Actual ! Budget 2 Budget ® Actual Budget * Budget ®
1/9 7/18 2/18 7/28
Budget receipts
Individual income taxes . ................... 445.7 425.2 4453 401.2 393.4 405.2
Corporation incometaxes .................. 103.3 107.0 105.8 94.5 105.6 93.4
Social insurance taxes and contributions. . . .. .. 359.4 363.9 361.5 334.3 331.5 335.0
EXCIS@ PAXES 1 cvs s e 5 it o misis o 556 5 vesis 2o w s b s 344 34.0 34.1 35.2 353 34.7
Estate and gifttaxes. . ..................... 8.7 7.8 8.5 7.6 7.6 7.6
Customsidutiest T n i nnin i L 16.3 16.3 17.2 15.4 16.4 17.1
Miscellaneous receipts. .. .................. 23.0 214 23.4 20.0 19.4 20.4
Total budgetreceipts.. ........coveasnvnns 990.8 975.6 995.8 908.2 909.2 913.4
Budget outlays
Legislativebranch .. ............. ... ... ... 2.1 2.2 2.2 1.9 1.9 1.9
Judicialibranchl in e s s e 1.5 1.5 15 1.3 1.4 1.4
Executive Office of the President. . .. ......... il A . 5 . il
[Funds appropriated to the President .. ...\ ... 43 56 55 73 5.2 94
Departments
Adtictltire PSS STRESISE T 1 R 48.4 52.1 51.4 44.0 50.7 46.9
O MINETCE s s s e Sl o e ot eae it o e s 26 2.8 28 2.3 25 25
Defense ... ... ... ... ... 318.3 313.2 316.1 304.0 299.6 299.6
Ed U ati o e 216 20.8 21.3 18.2 18.8 19.0
TGy ) ey Rt kb o o 114 114 114 11.2 10.5 10.9
Health and Human Services . ... .......... 399.8 401.5 401.1 373.2 375.1 374.6
Housing and Urban Dovelopment . . vv v v .. 19.8 20.4 202 19.0 18.6 19.5
IBteror e i e e S R 5.3 5.5 5.5 541 54 54
U S e e e e L 6.2 6.0 6.1 54 5:2 5.2
217 e SIS R B . S s S 227 228 226 21.9 22.0 22.0
SIETCHE RS e R, A Ty L 3.7 36 3.7 3.4 3.3 3.3
iransportationt o d it e 26.7 271 27.0 26.4 26.3 26.1
lirea Ui S Ao Saatly S p QIE e ol A 230.6 227.7 230.5 201.6 198.9 202.3
Veterans Affairs . . ...................... 30.0 29.2 30.3 29.2 276 28.8
Independentagencies .. ................... 77.0 71.5 73.1 66.3 60.5 65.6
Undistributed offsetting receipts. ... .......... -89.2 -87.9 -88.3 -78.5 -717.7 -78.7
Total budgetoutlays ...........covuunnnnn 1,142.9 1,137.1 11,1441 1,063.3 1,055.9 1,065.8
Total budgetdeficit ...................... -152.1 -161.5 -148.3 -155.1 -146.7 -152.4

' The outlay and deficit figures differ from the FY 1991 Budget, re- 3 Midsession review of the FY 1990 Budget, released by the Office of
leased by the Office of Management and Budget on Jan. 29, 1990, Management and Budget on July 18, 1989.
by a net of $128 million mainly due to revisions in data following the “ FY 1989 Budget of the U.S. Government, released by the Office of
release of the Final September 1989 Monthly Treasury Statement of Management and Budget on Feb. 18, 1988.

HeGaipis shd BUutays bthe U SiCete st ® Midsession review of the FY 1989 Budget, released by the Office of

2 FY 1990 Budget of the U.S. Government, released by the Office of Management and Budget on July 28, 1988.
Management and Budget on Jan. 9, 1989.
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United States Government Consolidated Statement

of Reconciliation of Accrual Operating Results to the
Cash Basis Budget as of September 30, 1989 and 1988
(% billions)

1989 1988
Expenses over revenues (current period results on accrual basis) .. ............... 149.5 132.6
Additions
Property and equipment (net of sales of $7.5in 1989 and $12.2in 1988) . ........... 104.4 100.2
Netloanidisbursements i n e o e e e s 4.4 -8.0
SeIgNIOTEgE c e i e Sl s s s e e e e .6 5
TG L (T 1 C 5 Ao 8 056 o 0 e S (i S0 B O 05 5 G 5.0 0500 G0 G510 8 B0 Srs A O 109.4 92.7
Deductions
Increase or decrease (-) in actuarial liabilities. . . ........... ... .. ... .. ... ... ... 22.6 -41.9
Increase ordecrease (-) inallowances . . . ......... .. .. .. il -10.7 -9.6
BDepreciation eXpemse - . i sty s e e e e e e s e e e R e e o 49.5 445
Other:
Netaccrual adiustmen s el v e 74.9 50.7
Netagency.acerual adjUstments . o i i d s ae e s e s -29.5 26.5
Total dedUCHiONS & . oo, Sl e e s ain o isim Al nhe e e o5 RS g5 e o R B e B 106.8 70.2
Reported budget outlays over receipts (cashbasis).............ccoiiiiiinin.. 1521 15511

The accompanying notes are an integral part of this statement.
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NOTES TO FINANCIAL STATEMENTS

1. Summary of significant accounting policies
Reporting entities

The Consolidated Financial Statements include
- the legislative, judicial, and executive branches and
federally chartered corporations.

Significant intragovernmental transactions were
eliminated in consolidation.

The Federal Reserve banks are excluded because
they operate independently from the U.S. Government
and are owned by member banks through the is-
suance of stock. Centain congressional activities are
also excluded as are Government-sponsored enter-
prises such as the Federal land banks because they
are privately owned.

Basis of accounting policies
The data presented in this report are unaudited.

The Consolidated Financial Statements are pre-
pared in accordance with Generally Accepted Ac-
counting Principles (GAAP) applicable to the Federal
Government in line with Title 2 of the GAQ Policy and
Procedures Manual for Guidance of Federal Agencies.
The Statements of Financial Position, Operations, and
Changes in Financial Position are presented on the
accrual basis of accounting. The Statement of
Receipts and Outlays disptays the budget deficit on a
cash basis. The Statement of Reconciliation of Accrual
Operating Results to the Cash Basis Budget presents
a reconciliation of the budget deficit on the cash basis
to the operating results on the accrual-basis. State-
ments have been restated to reflect subsequent
changes to the prior-year financial information which
now appropriately reflect tax revenues net of refunds.
(See notes 13 and 14.)

Principal financial statements

These consist of a Statement of Financial Posi-

tion, a Statement of Operations, a Statement of
Changes in Financial Position, a Statement of
Receipts and Qutlays, and a Statement of Reconcilia-
tion of Accrual Operating Results to the Cash Basis
Budget.

Fiscal year

The fiscal year of the U.S. Government ends on
September 30.

Sources of information

The fiscal 1989 Statement of Financial Position
and the Statement of Operations have been compiled
from agency reports required by | TFM 2-4100, Fed-
eral Agencies' Financial Reports. The Statement of
Receipts and Outlays has been taken from the
Monthly Treasury Statement. Certain adjustments
have been made to supplement information supplied
by the agencies such as other monetary assets, un-
earned revenue, depreciation, other assets, pensions
and actuarial liabilities, other liabilities, and allowance
for losses.

2. Cash

This represents balances of tax collections, cus-
toms duties, other revenues, miscellaneous receipts,
public debt receipts, and a variety of other receipts
maintained in accounts at Federal Reserve banks and
branches as well as in the U.S. Treasury tax and loan
accounts. The Federal Reserve banks and branches
act as fiscal agents for the Government by reporting
this information on a daily basis. The tax and loan ac-
counts refer to accounts of special depositaries in
which the proceeds of certain tax payments and public
debt sales are held until the funds are needed at the
Federal Reserve banks and branches to meet cash
disbursements from Treasury’s general account.

Accounting for outlays is on the basis of checks
issued and cash payments made; therefore, “Other
liabilities” is credited for checks issued, until they are
cleared through the Federal Reserve banks..
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3. Other monetary assets (consist of the items
summarized below)

Sept. 30, Sept. 30,

1989 1988
($ bitlions)
Gold (at market value of $367.00 per ounce as

of Sept. 30, 1989, and $397.75 as of Sept.

30,1988) .. ... 96.2 104.2
Special drawingrights . .................. 9.5 9.1
U.S. reserve position in the International

Monetary Fund. . ..................... 8.8 9.4
Accountability for cash and other assets

held outside the Treasury .............. 8.1 88
Other U.S. Treasury monetary assets. . ... .. 1.7 1.6
Nonpurchased foreign currencies . ......... _ 3 _ 3

246 1334
Gold

Gold is valued at market. The market value has
been used for FY 1989 and for FY <1988. The market
value represents the price reported for gold on the
London fixing, and is based on 262,061,692.577 and
262,005,370.106 fine troy ounces as of September 30,
1989 and 1988, respectively (as reported by the
Treasury general ledger). The statutory price of gold is
$42.2222 per ounce.

One of the accounting issues being studied by
GAO is how refined precious metals including gold
should be valued in the Consolidated Statement of Fi-
nancial Position. Valuing gold at market value is in ac-
cordance with acceptable accounting principles and is
consistent with the current preliminary GAO position.

International Monetary Fund special drawing rights

The value is based on a weighted average of ex-
change rates for the currencies of selected member
countries. The value of a special drawing right was
$1.27981 and $1.29039 as of September 30, 1989
and 1988, respectively.

Accountability for cash and other assots hold outside
the Treasury

This item is composed of amounts held by Gov-
ernment collecting and disbursing officers, agencies’

undeposited collections, and unconfirmed deposits in-
cluding cash transters.

4. Accounts and loans receivable

All receivables in the Statement of Financial Posi-
tion are shown net of allowances for losses.

Summary of net accounts and loans receivable’

Accounts Loans
receivable receivable
1989 1988 1989 1988

($ billions)
Beginning balance, Oct. 1 ... .. 733 676 181.0 1948
Additions to receivables .... 1155  90.7 380 311
Repayments and reclassifi- ’
cations . ............... 719 -774 -39.0 - -243
Amounts written off .. ... ... -29.0 -7.6 -4.8 -20.6
Ending balance, Sept. 30. .. ... 879 733 1752 181.0
! Excludes intragovernmental receivables.
5. Inventories
Sept. 30, Sept. 30,
1989 1988
($ billions)
Operating consumables. . ............ 135.2 129.9
Product or service components. . . .. ... 48.6 46.1
Stockpiledmaterials. . ............... 385 32.7
Other . ........ ... i, 54 3.8
227.7 2125

Product or service components contain amounts
reported in goods-for-sale, work-in-process, and raw
materials. Agencies have reported inventory totals net
of allowance accounts, where appropriate.

Agencies disclosed their costing method for inven-
tory totals. The first-in-first-out valuation method was
used more often than moving or weighted averages or
last-in-first-out valuations. However, the Department of
Detense used the moving average valuation more

—



often than weighted average or last-in-first-out or first-
in-first-out valuations. Several agencies reported esti-
mated inventory amounts.

INVENTORIES BY MAJOR AGENCY

$ BILLIONS

200 -

150
] [ 1980
: - 1988

100 -

50
0 - Ll:-_
- Defense Energy Agriculture  Other

6. Property, plant and equipment

Sept. 30, Sept. 30,
1989 1988
($ billions)
Structures, facilities and leasehold
improvements . .. ............... 184.2 169.9
Military equipment. . .. ............. 468.7 4151
EqUipmenta e R 67.7 68.6
Construction-in-progress. . .. ........ 63.7 58.1
EET(0 ) e amine A o Hir b & s ot 124 1l o7
Ot Er, o ] S e T Lottt 17.6 14.9
814.3 738.3
Less accumulated depreciation. . . . 350.6 301.2
463.7 437.1

“Other” includes ADP software, assets under capi-
tal lease, and other fixed assets that have been capi-
talized. The amounts shown for fiscal 1989 and 1988
are reported at cost.

Land purchased by the Federal Government is
valued at cost. The land acquired through donation,
exchange, bequest, forfeiture, or judicial process is
estimated at amounts the Government would have

19

paid if purchased at the date of acquisition.

Pending the outcome of a General Accounting Of-
fice study to determine how land and natural re-
sources should be valued, no value has been as-
signed to the Outer Continental Shelf and other off-
shore lands. More than 662 million acres of public do-
main land have been assigned a minimal value of $1
per acre, and are included in the total land amount.

Depreciation accounting is encouraged for all
depreciable fixed assets, but only business-type op-
erations are required to report depreciation on their
financial statements.

The accumulated depreciation shown in the State-
ment of Financial Position is estimated using the
straight-line method applied to the total of reported
depreciable assets. The useful lives applied to each
classification of asset are:

BUBAINGS s iciiemisie s e o wins 50 years
Structures and facilities . . . . . . 21 years
Ships and service craft . .. ... 13 years
Industrial plant equipment. ... 13 years
Allotherassets ............ 13 years

The amounts of accumulated depreciation re-
ported by Federal agencies on their statements for
business-type operations amounted to $40.3 billion
and $33.7 billion for fiscal 1989 and 1988, on assets
of $143.5 billion and $99.9 billion for fiscal 1989 and
1988, respectively. The straight-line depreciation
method is used more often for overall fixed assets.
Capitalization policies varied greatly with thresholds in
the ranges of $500 to $5,000.

7. Investments in international organizations

This item represents the Government’s investment
in international organizations. Some of the larger or-
ganizations are the:

International Bank for Reconstruction and
Development (World Bank)

International Development Association

Inter-American Development Bank

Asian Development Fund

African Development Bank
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8. Other assets
Other assets reported are summarized in the fol-

lowing table, by agency.

Sept. 30, Sept. 30,

1989 1988
($ billions)
Funds appropriated to the President. . . .. .. 76 8.3
Federal Deposit Insurance Corp.--

Federal Savings and Loan Insurance

Corp., resolutionfund. . ............. 7.9 79

Bank insurancefund . ................ 4.7 4.0

BT D o i s A R S B P 4.5 8.1

AgDCUIHIE e i, v et i 2.0 3.5

Tennessee Valley Authority ... .......... 3.4 2.8

(@)= it e L e R o il 15.2 17.0

ROEEIE he o 5 o oo oo oy e nentes 453 516

9. Unearned revenue

Unearned revenue is summarized in the following
table, by agency.

Sept. 30, Sept. 30,
1989 1988
($ billions)

Funds appropriated to the President . . . . . 11.6 11.2
Housing and Urban Development . ... ... 6.3 5.6
U.S. Postal Service. .. ................ 1.8 1.7
AGHCURUTE oot i o s vt i s e oards oo s .9 1.2
BT s iateries o« o T P Sims 6 s oot s .8 Uil
INICHOIMES o o o e e e R s 1.8 -
(D4 (=T s S e I B R e e - 1.3
0 [(o c2  MP SERC e 23.2 22.1

10. Debt issued under financing authority

The amount of Federal debt outstanding is re-
ported net of unamortized premiums and discounts.
The amounts reported for fiscal years 1989 and 1988
reflect a reduction for intragovernmental holdings of
$692.3 billion and $566.9 billion, respectively.

Sept. 30, 1989 Sept. 30, 1988

Average Average
interest Total interest Total
rate debt rate debt

(percent) ($ bil.) (percent) ($ bil.)

Public debt
Marketable ............ 9.043 1,859.4 8.770 1,774.0
Nonmarketable . .. ...... 7.826 2846 7.861 263.3
(@ 171=] AR 8.999 21.1 8.830 3
Total e g s mas mans 2,165.1 2,037.6
Agency debt
Housing and Urban Develop-
2T b S i e 3 -
Federal Deposit Insurance
Corporation:
Bank insurance fund . . .. 3.1 9

Federal Savings and Loan
Insurance Corp., resolution

fundl. s e s 18.6 9.7
Tennessee Valley Authority 1.4 1.4
U.S. Postal Service. ... ... 3 3
Miscellaneous. . ......... - . .1

Total ............... 23.7 12.4

Federal debt held by the public

Current period. ... ...... 2,188.8 2,050.0
Prior period. ........... 2,050.0 1,888.1
Netincrease . ............ 138.8 161.9

11. Pensions and actuarial liabilities

The Federal Government administers over 40
pension plans. The largest are those administered by
the Office of Personnel Management for civilian em-
ployees and the Department of Defense for military
personnel. These plans comprise over 96 percent of
the pension liability reported at September 30, 1989.
The majority of the pension plans are defined benefit
plans.

The accounting for accrued pension, retirement,
disability plans and annuities is subject to several dif-
ferent assumptions, definitions, and methods of cal-
culation. Each of the major plans is summarized in the
following.



Sept. 30, Sept. 30,
1989 1988
($ billions)
Pensions--accumulated benefits obligation
Civilian employees (CSRS and
FERS) ......... ...l 586.3 548.1
Military personnel. ................ 446.3 457.1
Other pensionplans. . ............. 21.0 20.0
Subtotal .......... .. ... ... 1,053.6 1,025.2
Actuarial liabilities
Veterans compensation. . .......... - 135.2 139.9
Federal employees compensation. . . . 21.2 215
Otherbenefits ................... 255 26.3
Total ..... ... . ... .. 1,235.5 1,212.9

_— |

Civilian employees and military personnel

The latest available information for civilian employ-
ees and military personnel pensions is as of Sep-
tember 30, 1988. For fiscal 1988, data from fiscal
1987 were used.

Pension expense for the various Federal pension
plans is calculated for budgetary purposes by a variety
of actuarial funding methods. For financial reporting
purposes, Federal pension plans report their accumu-
lated benefit obligation (ABO) pursuant to directions
developed by the General Accounting Office and the
Office of Management and Budget under the provi-
sions of Public Law 95-595. The ABO is calculated
with the “unit credit” actuarial cost method, and is sub-
stantially similar to the ABO reported by pension plans
pursuant to Financial Accounting Standards Board
Statement No. 35. The ABO is recognized as a liability
in the Consolidated Statement of Financial Position of
the United States. Most Federal pension plans are
funded with obligations issued by the U.S. Treasury as
expense is recognized pursuant to the actuarial
method specified by the governing law. These plan
assets (Treasury bonds or other debt), being obliga-
tions of the United States, are eliminated from these
consolidated statements. Hence, within these state-
ments, periodic pension cost for the Government as a
whole is, in effect, the change in the accumulated
benefit obligations.

Veterans compensation

Veterans Affairs has a future liability for benefits
expected to be paid in future fiscal periods and, if ap-
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plicable, to veterans’ survivors who have met or are
expected to meet defined eligibility criteria.

The future liability for compensation and pension
benefits represents the present value, using a 9.0-
percent discount rate, of projected annual benefit pay-
ments. Projected benefit payments are based on as-
sumed cost-of-living increases ranging from 3.6 per-
cent to 4.7 percent for 1990 to 1994 and 3.3 percent
to 4.0 percent thereafter. In addition, the mortality and
accession rates used are based on trends in the cur-
rent veteran population.

This calculation was not based on an independent
actuarial study, and thus there is a risk that the as-
sumptions and methods underlying it may not be
reflective of actual economic and demographic trends
affecting veterans.

The present value of the estimated future liability
for compensation and pension benefits payable for the
next 5 fiscal years and thereafter is as follows:

($ billions)

1990 .. ... .. 14.0
1991 .. .. 12.7
1992 . . ... 11.4
1993 .. ... 10.4
1994 . . .. . 95
Thereafter. ... .................. 77.2

Total ......... ... ... ...... 135.2

Federal employees compensation

This amount represents the estimated future costs
for injuries incurred to date for approved Federal
Employees’ Compensation Act cases.

Other pension plans

Other annual pension reports received from plans
covered by Public Law 95-595 are reported in the
same manner as military personnel and civilian em-
ployees described above.

Because railroad retirement operates similarly to
Social Security (see Note 16), railroad retirement has
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been eliminated from other pension plans for FY 1989
and retroactively for FYs 1988 and 1987 pending perti-
nent changes to GAQ’s title 2 standards. The cumula-
tive adjustment amounted to $51.5 billion.

Other benefits

Other benefits consist of various items the Gov-
ernment is responsible for such as life insurance and
health benefits for veterans and Federal employees.

Thrift Savings Plan

The Thrift Savings Plan is a retirement savings
and investment plan for Federal employees authorized
by Congress in the Federal Employees’ Retirement
System Act of 1986. it is'a defined contribution plan
eligible to employees covered under the Civil Service
Retirement System (CSRS) and the Federal Employ-
ees Retirement System (FERS). The plan offers both
FERS and CSRS employees tax deferral advantages.
FERS employees may contribute up to 10 percent of
basic pay per pay period to the plan; CSRS employ-
ees may contribute up to 5 percent of basic pay per
pay period. Total individua!’s contributions could not
exceed $7,627 in 1989. The plan was started in April
1987 and as of September 30, 1989, the total invested
was $4.3 billion, mainly in U.S. Government non-
marketable cenrtificates, which is included in debt is-
sued under financing authority in the Statement of Fi-
nancial Position. The amounts invested in either the
Common Stock Index or the Fixed Income Funds are
less than $100 million, respectively.

12. Other liabilities

Other liabilities reported are summarized in the
following table, by agency.

Treasury. .. ..covv et

Federal Deposit Insurance Corp.:

FDIC--bankinsurancefund . ............

Federal Savings and Loan Insurance

Corp.—-resolutionfund ............... :
Labor....... ... .. .

Housing and Urban Development . ... ... ...
Tennessee Valley Authority . .. ............
Defense .......... ... ..o i
Interior . ... ..

13. Accumulated position

Accumulated position beginning of
period, Oct. 1,1987 . ... ...............
Cumulative effect of error in debt issued
under financing authority . .. ............
Cumulative effect of accounting
policy change .......................
Accumulated position beginning of period,
revised .. ... ...
Prior-period results as originally
reported, Sept. 30,1988 ...............
Adjustments for:
Change in accounts receivable . . ... .. ...
Change in advances and prepayments . . . .
Change inloansreceivable . ... .........
Changeinotherassets ................
Change in accounts payable ... .........
Cumulative effect of error in debt issued
under financing authority . ............
Change in other liabilities. . . ............
Change in pensions and actuarial
liabilities adjusted for cumulative
accounting policy change. . ...........
Prior-period results restated, Sept. 30, 1988. .

Changein marketvalueofgold. .. .........

Accumulated position end of
period, Sept. 30,1988 . ................
Current period results, Sept. 30, 1989.......

Change in marketvalueofgold. .. ....... ..

Accumulated position end of period,

Sept. 30,1989 . ... ..o :

Sept. 30, Sept. 30,

1989 1988
($ billions)
56.2 348
28 45
20.7 256
143 1
56 4
2.8 3.0
1.1 49
16 . 3.2
71 5.0
112.2 81.5
($ billions)
-2,289.4
18.2
10.2
-2,261.0
-1470
27
-89
1.2
-3.0
-723
-20.4
812
339
-132.6
-16.2
-2,409.8
-149.5
-8.0
-2,567.3




The accumulated position represents the excess of
liabilities over assets. It has been restated to reflect
prior-period adjustments identified in the above table.

14. Prior-period adjustments and reclassifications

The Consolidated Financial Statements include, in
fiscal 1989, adjustments to prior years’ figures, which
were necessary due to changes in interpreting finan-
cial information, and accounting policy concerning the
deletion of railroad retirement pension in the fiscal
1988 statements. The changes concerned the follow-
ing accounts: accounts receivable, advances and
prepayments, other assels, loans receivable, accounts
payable, pensions and actuarial liabilities, debt issued
under financing authority, and other liabilities. After ad-
justments, a net increase of $14.4 billion affected the
accumulated position for fiscal 1988.

In addition to these adjustments, amounts shown
in the Statement of Operations were reclassified and
adjusted to provide for more accurate amounts within
each category and to enhance presentation.

Two categories reporied separately in the State-
ment of Financial Position in 1988 have been reclas-
sified into other assets for 1989. They are advances
and prepayments and investments. Two categories
which were previously included in the statement have
been broken out this year to provide more clarity. They
are investments in international organizations and
deferred retirement costs.

15. Leases

- Federal agencies were first required to provide fi-
nancial information about lease commitments in 1986.
Agencies are attempting to accumulate the desired
lease information that is required. At September 30,
1989, the future aggregate minimum rerntal commit-
ments for capital leases and noncancelable operating
leases were:
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Operating  Capital
leases leases

($ billions)

Years ending Sept. 30,

1990. .. . 1.3 24
1991 . 1.1 1.1
1982, . 8 A
1993. . . 7 A
1994, ... 5 -
Thereafter .......................... 13 _10
Total minimum lease payments. ... ... 57 47

The majority of these lease commitments relate to
building and office space rental. The current and
long-term portions of lease costs are included in ac-
counts payable and other liabilities, respectively. In-
tragovernmental leasing transactions have not been
eliminated or identified due to a lack of information.

Lease revenues identified on the agency state-
ments were negligible.

~

16. Social Security

No liability for Social Security is included in the
Statement of Financial Position, but the program is in-
cluded in the list of open-ended programs and fixed
costs (page 36). For purposes of disclosure, however,
the total unfunded actuarial liability is determined an-

“nually. As of September 30, 1989, this liability was

$6,077.5 billion. (As of September 30, 1988, this
liability was $5,739.6 billion.) This liability represents .
the present value of the projected excess of future

" benefit payments to present participants over the con-

tribution still to be made by the same group and their
employers on their behalf. If Social Security were ac-
counted for as if it were a pension plan, a portion of
the unfunded actuarial liability would be recognized for
financial reporting purposes. Such an amount has not
been presented in these financial statements.

The Congress and the trustees of the funds pre-
pare estimates based on a different financing method
they regard as more appropriate for social insurance
programs. The following actuarial amounts are calcu-
lated on the assumption that future workers will be
covered by the program as they enter the labor force.
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Sept. 30, Sept. 30,

1989 1988

($ billions)
Actuarial liabilities .. .................... 16,493.2 15,480.0
Actuarialassets . . .......... ...l 15,643.7 14,816.0
Actuarial surplus or deficit (-). ............. -849.5 -664.0

17. Contingencies

A contingent liability is a liability involving uncer-
tainty as to a possible loss to the Government that will
be resolved when one or more future events occur or
fail to occur. If the future event or events are likely to
occur and the amounts can be reasonably estimated,
the liabilities are reported in the Statement of Financial
Position under “Other liabilities.” Contingencies within
the Federal Government result from a number of
sources including loan and credit guarantees, insur-
ance programs, and unadjudicatéd claims.

The following table shows the contingent liabilities
reported in the Statement of Financial Position for
losses that are likely to occur and the maximum risk of
exposure that the Government has without regard to
probability of occurrence and without deduction for ex-
isting and contingent assets which would be available
to offset potential losses.

Sept. 30, 1989 Sept. 30, 1988

Maxi- Maxi-
mum  Liabil- mum Liabil-
risk ity risk ity
($ billions)
Insuranceinforce ....... 4,130.2 945 39752 194
Government loan and
creditguarantees.. . .. .. 580.8 6.8 5552 16
Unadjudicated claims. . . . . ' 366.9 - '365.5 -
Other contingencies. . . ... 2288 _ - 1988 __ -
101.3 21.0

|
|

! Includes $304 billion due to litigation against the Dept. of Energy.

The administration has provided a range for the
total cost of protecting deposits in insolvent thrift insti-

tutions at $89 billion to $132 billion in present value
terms. This range reflects an increased estimated cost
of $16-$59 billion from the original cost estimate of
$73 billion. At this time, the administration believes
that there are too many unknown factors to provide a
single estimate of the ultimate cost. The cost estimate
includes $50 billion provided by the Financial Institu-
tions Reform, Recovery, and Enforcement Act of 1989
(FIRREA) for the thritts resolved during 1989-92 and
the $23 billion that will be available to replenish the
savings association insurance fund during the 8 years
after 1992.

The $50 billion provided by FIRREA included
$18.2 billion in appropriations, $1.2 billion from the in-
dustry, and $30 billion from bond issuances by the
Resolution Funding Corporation. FIRREA also pro-
vided $40 billion tor payment of prior commitments
from the old Federal Savings and Loan Insurance Cor-
poration (FSLIC) fund. It appears that the cost associ-
ated with these commitments may be higher than
originally estimated. However, a more accurate total
cost figure for the old FSLIC commitments is not cur-
rently available.

The Department of Energy recognizes a contin-
gent liability as of September 30, 1989, of about $19
billion for environmental cleanup through fiscal 1995.
Of that amount, $2 billion has been appropriated for
1990. The Department has established a goal to
achieve cleanup within 30 years and annually update
a 5-year plan to establish a public reviewed agenda
for compliance and cleanup against which progress
will be measured. This plan, which includes projec-
tions through 1995, does not authorize departmental
budgetary resources beyond those already appropria-
ted for such activities by the Congress. Liabilities be-
yond those cited above cannot be reasonably esti-
mated at this time.

18. Audited financial statements

A review showed that agencies which have ap-
proximately 37 percent of the reported assets in 1989
have been audited in the past 5 years. As this percent
increases, the quality of the data used to prepare this
report will improve proportionally as will the usefulness
of the results in making financial decisions. A recap of
activity from agencies audited is provided below and
identifies those organizations reviewed.



Agencies or departments audited in whole or in sub-
stantial part consisted of the following:

Agriculture Veterans Affairs

Energy Environmental Protection Agency
Housing and Urban Development General Services Administration
Health and Human Services Government Printing Office

Labor Independent agencies

Treasury

Financial Quality Performance Measures
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Statement of Price Waterhouse

Director, Accounting Group
Financial Management Service of the U.S. Treasury Department

We are pleased to have had the opportunity to consult with the Treasury Department regarding its process for prepar-
ing the 1989 Prototype U.S. Government Consolidated Financial Statements (Consolidated Financial Statements). The
process involves accumulating and consolidating financial information submitted by all of the departments and agencies
that conduct and administer the Federal government's programs. At your request we have (1) read the sections of the
Treasury Financial Manual and related Bulletins that govern preparation of the Consolidated Financial Statements, (2)
reviewed the bases of Treasury’'s adjustments of information submitted by departments and agencies, (3) reviewed
Treasury's procedures for identifying all entities to be included in the Consolidated Financial Statements, (4) reviewed
Treasury's procedures for accumulating and summarizing information submitted by departments and agencies and (5)
reviewed Treasury's efforts to compare submitted information with other Treasury data, OMB data, GAO reports, and re-
ports of independent accountants and consultants. The following is a summary of our more important observations con-
cerning matters which continue to require resolution in the Consolidated Financial Statement preparation process.

The preparation of Consolidated Financial Statements is an important step in Treasury’s efforts to improve the
reliability and usefulness of the government wide financial information. Nevertheless, we believe it is necessary to recog-
nize that the current preparation process requires a number of significant refinements before the resulting Consolidated
Financial Statements can be viewed as providing reliable financial information and the “Prototype” description removed.
Improving the process will involve (1) obtaining more accurate financial information from the departments and agencies,
(2) improving some of Treasury’s accumulation and report preparation practices, and (3) resolving a number of important
accounting and reporting issues. The following is a discussion of the most significant matters which should receive your
attention.

Accuracy

In recent years the financial information of an increasing number of departments and agencies
from which the Consolidated Financial Statements are prepared has been subjected to either an inter-
nal or external independent audit or review process. Such audits and reviews provide increased as-
surance that the information submitted is reliable and prepared in accordance with applicable account-
ing principles. Accordingly, the Treasury should develop, in concert with department Inspectors Gen-
eral and internal auditors, the GAO, and external auditors, a comprehensive financial data review
requirement.

Accumulation

Treasury's accumulation and summarization process, while detecting many errors, does not
identify all significant errors which a more comprehensive review process would identify and correct.
In other cases, as a result of incomplete reporting instructions, it is necessary for Treasury to make
significant adjustments for amounts omitted from agency reports. The process also requires many
adjustments of agency submitted information, some of which is not accompanied by adequate sup-
porting documentation. Lastly, there is a need for refinement of the procedures to permit more accu-
rate allocation of consolidating adjustments to reported departmental expenses; expanded reporting of
grant and loan commitments and guarantees; and appropriate application of generally accepted re-
porting standards for outstanding checks.

Accounting and Reporting

There continue to be a number of important accounting and reporting issues studied by GAO,
OMB, Treasury, and others, the resolution of which could have a significant effect on the Consolidated
Financial Statements. For example, the extent to which actual and budget data is reported and recon-
ciled, whether military hardware should be capitalized and depreciated, the accounting and reporting
for public domain, and whether Social Security liabilities should be recorded in the Consolidated Fi-
nancial Statements must each be resolved. In addition there is a need to further refine and, where
appropriate, expand financial statement reporting and disclosures.

We recognize that these areas are not entirely within Treasury’s direct control. Resolving issues associated with the
quality of submitted final information and other important issues will involve a concerted effort by the entire Federal govern-
ment financial management community. Nevertheless, resolution of these matters is essential to improving the reliability
and usefulness of the Consolidated Financial Statements. We did not audit or review the Consolidated Financial State-
ments in accordance with generally accepted auditing standards, and accordingly, we do not express an opinion or any
other assurance on the 1989 Prototype U.S. Government Consolidated Financial Statements or any of its components.

Office of Government Services
Washington, D.C.
July 13, 1990
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SUPPLEMENTAL TABLES

SUMMARY OF ACCOUNTS AND LOANS RECEIVABLE DUE
FROM THE PUBLIC

Total accounts receivable amounted to $98.5 billion in FY 1989, an increase of $0.4 billion over FY 1988.
Total loans receivable amounted to $211.8 billion in FY 1989, a decrease of $2.3 billion from FY 1988. Graphi-
cally depicted below are summaries by selected agencies of accounts and loans receivable data.

ACCOUNTS RECEIVABLE
$98.5 billion
Treasury i
Agriculture
Energy
Health and
Human Services
Other
T T T T T T /24
0 10 20 5’;0 4‘: 50 60 70 | OANS RECEIVABLE
ercen $211.8billion
1
Agriculture 53%
Funds Appropriated
to the President
Housing and
Urban Development
Treasury
Other J 23%
0 5 10 15 20 25 30 35 40 45 50 55
Percent

The Debt Collection Act of 1982 (31 U.S.C. 3719) requires the Director of the Office of Management and
Budget, in consultation with the Secretary of the Treasury and the Comptroller General of the United States, to
establish regulations requiring each agency with outstanding debts to prepare and transmit to OMB and the
Treasury a report which summarizes the status of accounts and loans receivable managed by each agency.
These receivables result from a wide range of Federal activities including tax assessments; sale of Government
services such as satellite launchings; sale of Government goods such as natural resources from Federal lands;
overpayments to annuitants; and various loan programs such as student and housing loans. The data in the re-

ports will enable the Federal Government to improve collection activity.

The amounts in the graphs and the following tables have been summarized from the Report on Accounts
and Loans Receivable Due from the Public (SF 220-9). This schedule reflects all receivables reported by Federal

agencies.
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Accounts and Loans Receivable by Agency

($ billions)
Accounts receivable Loans receivable
1989 1988 1989 1988
Legislativebranch. . ......... ... ... .. ... .. .. .. ... .... = = - -
Executive branch
Funds appropriated to the President. . .................. 1.3 1.5 24.2 245
Departments
XGHCUIIIEE 14 2 00 ot « 6 & a1 sasis  iam oo ol i s okt o Crieia i 11.0 10.9 112.2 117.5
(675701031 o < A S U R B A A 5 .6
DEfENSE, ... « v sinie min ¢ wim o mins oo cmie wsmim 0 wrtie A o e w e 1.6 is7 1.7 1.8
Edicatomi s = el b s e i s 6 5 79 7.0
e A0 550 51 0 o b e o i e e 25 4.3 i A
Health and Human Services . . . ..................... 4.2 3.2 .8 .8
Housing and Urban Development. . .................. 4 1.2 14.1 134
[ TRETIE o o s s e o e 24 2.2 3 2
el o ittt oo s s oo e s ey e 1.6 .8 - 4
D R . el 1 ot | 149 14.3 198 1.2
L s o o e e = B . §
MiransSpPOratiON.:: 2o i as oo e s 5w el s e s A ) 1.4 1.7
ATCASURENRR W o, e d et e b e s i st 2629 261.0 13.6 19.0
Vetarans AfaIlS. .« v v v v sivwio sv b visrsa s aiaa o oo oaim ae s 1.1 3.0 46 2.2
Otherindependentagencies. ... ...................... 38 3.3 29.7 24.1
GrOSSIECEIVADIES o ir s on v s s 5 5 e s e e 98.5 98.1 2118 2141
Less allowances forlosses . .. ...................... 10.6 24.8 336.6 33.1
Net receivables due fromthe public . . ................ 87.9 73.3 175.2 181.0
Aging Schedule of Accounts and Loans Receivable as of September 30, 1989
Accounts Percent Loans Percent
receivable delinquent receivable delinquent
($ bil.) ($ bil.)
Delinquent
1-B0Idays: o s e e s e e s e 6.0 7.9 0.5 1.8
Sl B0IdaY S e e e e e e e e 2.8 3.7 4 1.4
61-90 days N St e e R 26 34 4 1.4
O 80Idayshis: sntadn SR e e e S 9.4 12.4 1.0 36
18130 0 Ay S v i AP s bertle Eety s s vtk 9.7 127 5.0 17.8
EVver360idaysam . AR B i el o e s 45.6 59.9 20.8 74.0
TotalideinQUEent . s s e s s o s il 76.1 100.0 28.1 100.0
NofdelinqUentEI AReEL L arl i e o 7o ot e waobe raions i o 139 26.4
Noncurmrentireceivablesi, . i i o s o ii s e it s s et s 8.5 157.3
Totalgrossreceivables. . ............................ 98.5 211.8
* Less than $50 million. quent taxes for fiscal 1989 and 1988 were $61.0 billion and $56.6
Labor Department accounts and loans receivable were increased billion, respectively.

by $4.2 billion and $0.8 billion, respectively, in FY 1989 and $2.7 3 The allowance for losses on loans receivable has been increased
billion and $1.2 billion, respectively, in FY 1988 to correct by $4.8 billion on Export-Import Bank to reflect future losses.
understatement.

% Totals reported by the Internal Revenue Service for gross delin-
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FEDERAL DEBT

Total Federal debt held by the public amounted to $2,188.8 billion in FY 1989, an increase of $138.8 bil-

lion from FY 1988. This chart has been presented to graphically show the increase in Federal debt and the inter-
est expense.

FEDERAL DEBT HELD BY THE PUBLIC INTEREST EXPENSE
FY 1985-89 FY 1985-89
§ 25001 $ 190
B 2000 - B 180
L 1soo—" L 170
',' 1000 = (') 160
§ 502' : 150
1985 1986 1987 1988 1989 1985 1986 1987 1988 1989

The two debt tables which follow reflect information on the borrowing of the Federal Government needed
to finance the Government's operations. These tables support the balance sheet caption, “Debt issued under fi-
nancing authority,” which is shown net of intragovernmental holdings and unamortized premium or discount. In-

tragovernmental holdings represent that portion of the total Federal debt held by Federal entities, including the
major trust funds.

The distribution of 1989 and 1988 net debt from the public by major type of securities is graphically
depicted.

NET DEBT BY TYPE OF SECURITIES
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Summary of Public Debt Outstanding as of September 30, 1989 and 1988 *

1989 1988
Average Total Average Total
interest debt interest debt
rate ($ bil.) rate ($ bil.)
(percent) (percent)
Marketable
BIITCHIR, paon = A el A ol ot s chme Sk oncome e ifaan oy stong b ey b U 8.527 394.5 7.329 389.0
NBIOST o ac 8 ool s s e ST R s i TR TS R b S 5 e 8.901 1,129.3 8.848 1,086.1
BoUCSsRpItIY Je oy sl crdl s . o) R o o e ] o I 10.077 335.6 10.220 298.9
9.043 1,859.4 8.770 1,774.0
Nonmarketable
Foreign government series .. ...........o it 8.170 6.8 7.498 6.3
GOVerNMENTACCOUNTISEMBS =it ki i v shots e shaheiial s 5 4 st s ot o o 8 el 9.401 48 9.523 2.8
WS savings bomdSH s e e e s e e 7.032 114.0 7.076 106.2
(ST S e i N, Ry S Sl 1. o T S i i o B e 8.333 159.0 8.409 148.0
7.826 284.6 7.861 263.3
G LT~ e L o O O el o e oo g R = S 8.999 21.1 8.830 3
8.999 21.1 8.830 .3
Ol e e s ais atas s stelaleis e oot abavs, shaatakofiadsteraiie 8 ol ariel s e e o Tore bl are o'n 22,165.1 22,037.6
! Administered by the Bureau of the Public Debt, Department of
the Treasury.
2 Net of intragovernmental holdings of $692.3 billion and $566.9 billion,
respectively, and net of unamortized premiums or discounts.
Types of marketable securities
Bills--Short-term obligations issued with a term of 1 year or less.
Notes--Medium-term obligations issued with a term of at least 1 year, but not more than 10 years.
Bonds--Long-term obligations of more than 10 years.
Summary of Agency Debt Outstanding as of September 30, 1989 and 1988
($ billions)
1989 1988
Housing and Urban Development . ... ... ... ittt 0.3 -
Federal Deposit Insurance Corporation
Bankinsurance fund. . ... ... ... e e e e e s 3.1 0.9
Federal Savings and Loan Insurance Corporation, resolutionfund. ... ............. 18.6 9.7
TennesseeiValley AU oY e e e s s s s e 1.4 1.4
S LS I ESEITEE) o 0 0t 000 60 010 012101210 6 5 410 G 13 R B 2 7 6L 0 T S8 2 51 .6 51 3 3
L T o] = o S P S L P - oL
1 T R B 050 e 0 e i B S0 L0 O 0 O o I B i B O o O e S e e 23.7 12.4
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COMMITMENTS AND CONTINGENCIES

Commitments are long-term contracts for which appropriations have not been provided by the Congress
and undelivered orders which represent obligations.

A contingency is a liability involving uncertainty as to a possible loss to the Government that will be re-
solved when one or more future events occur or fail to occur. If the future event or events are likely to occur and
the amounts can be reasonably estimated, the liabilities are reported in the Statement of Financial Position under
“Other liabilities.” Contingencies within the Federal Government result from a number of sources including loan
and credit guarantees, insurance programs, and unadjudicated claims.

In FY 1989, total commitments amounted to $536.1 billion and total contingencies amounted to $5,306.7
billion. Total contingencies represent the maximum risk of exposure without regard to probability of occurrence
and without deduction for existing and contingent assets which would be available to offset potential losses. The
charts below show the percentage distribution of 1989 commitments and contingencies by source category.

COMMITMENTS
$536.1 billion
Undelivered Orders 979%
Long-Term Contracts 3%
0 20 40 60 80 100
Percent

CONTINGENCIES
(Maximum Risk)

$5,306.7 billion

Insurancein Force

Gov't Loan and
Credit Guarantees
Unadjudicated Claims
and Other Contingencies
o a0 40T 6 @ &
Percent

The table that follows shows commitments and contingencies by type. For contingencies, the maximum
risk that the Government is exposed to is shown.
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Commitments and Contingencies
of the United States Government

for the Years Ended September 30, 1989 and 1988
($ billions)

Commitments
Long-term contracts

Tennessee Valley Authority .. . .....cooiiiniiiiiniinnanenn.
DEIORSE 15 0 515, 515 515015 ¢ 550015 i mawe e mnin o o 0 8 B 5 059 3.3

Undelivered orders

Housing and Urban Development . .........................
DI s st e G e I N o L TR e DU BN
Funds appropriated to the President . . . .....................
TranSportationt o late e s o s s e il v s ars 5 e e s S
Health and Human Services .................. ... ...,
DI 1 o e & ot e R S SR NP RE TGOS NSRS S SRt

Maximum risk exposure for contingencies
Government loan and credit guarantees

o T O e P A Y s N g
Veterans:benefits ... . .. ww s v s o wvma's o oin s mios mie o swiswmis i
EdUCatOME it o ri et i st woal 515 5 015 AR R
Farm ownership and rural development. .. ...................
DI 50t ol T D e b (A RN et S )

Insurance in force
Federal Deposit Insurance Corporation:

Bankinstranceifind. . . . o o o e i e i o e e 8 S e

Savings association insurance fund. . .....................
Pension Benefit Guaranty Corporation . ... ...................
eI N SDOGLE O A R O SR . it « i taota o oeoctieTes o
Federal Emergency ManagementAgency . ...................
National Credit Union Administration ........................
ST tth o st Mt CT R oo - e S I o oford A DRI 1

Unadjudicated claims

SIIEION7 s £ et b S S ST 0 S R R A e O e By G B
IR E S PO i s 0 T et sen f s s s oL e el e 2t ol
T it K Moy & ok e o linne i, i o oo RS oo 0

Other contingencies

Housing and Urban Development . . ........................
Treasury (IRS--returns processing) . .. ........c.oovuiuinana...
VOOTENSIAHAILS| ric. - <o s oo e o e s s Toson i o 7808 1o 15 S
Multilateral developmentbanks .. ..........................
(CITET o S R el e ko e S S e P R o S e

! Government loan and credit guarantees for 1988 was revised for
housing.

Insurance in force for 1988 was revised to include Pension Benefit
Guaranty Corporation.

Insurance in force for 1988 was revised by $72.5 billion for Nuclear

Amounts outstanding

1989 1988
................................. 49 5.7
................................. 2.8 55
................................. 3.4 3.0
................................. 1.9 1.9
................................. 2 4
................................. 9 .8
................................. 14.1 17.3
................................. 192.6 195.1
................................. 143.8 167.6
................................ 39.3 36.2
................................. 37.7 33.4
................................. 33.9 31.8
................................. 74.7 61.0
................................. 522.0 525.1
................................. 536.1 542.4
................................ 359.4 13405
................................. 65.3 65.2
................................. 58.6 53.1
................................. 213 10.1
................................. 76.2 86.3
................................. 580.8 555.2
................................. 1,750.3 1,682.8
................................. 950.0 972.5
................................. 819.7 27555
................................. 220.7 201.8
................................. 182.7 168.8
................................. 161.9 157.3
................................. 44.9 36.5
................................. 4,130.2 33,975.2
................................. 304.4 304.2
................................. 39.3 39.6
................................. 23.2 21.7
................................. 366.9 365.5
................................. 166.5 A TTT
................................. 341 -
................................. 11.6 10.1
................................. 6.5 43
................................. 10.1 6.7
................................. 228.8 198.8
................................. 5,306.7 5,094.7

Regulatory Commission due to expiration of a section on indemnity

on nuclear plants in Price-Anderson Act.

“ Other contingencies for 1988 was revised for Housing and Urban

Development.
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ADDITIONS TO NON-FEDERAL ECONOMIC RESOURCES

The following chart indicates the ways in which the Government uses its resources to add to the physical
and human resources of the Nation without acquiring physical assets.

ADDITIONS TO NON-FEDERAL ECONOMIC RESOURCES, FISCAL 1989
Total: $77.3 billion

dditions to State, Local, and Private Assets

32%

Educatio

Education-Income Suppol

6%

cience and Engineering

11%

The table which follows shows the amounts of these expenditures. Some of these investment-type ex-
penditures, while not adding to the Federal assets, add to the assets of State and local governments or private
institutions, and all enhance the future productivity of the Nation.

Additions to State, local, and private assets include construction grants for highways, hospitals, and air-
ports, subsidies to the merchant fleet, and conservation projects, which increase the value of private farmland
and water resources. Other developmental expenditures reflect current Federal expenditures and grants which
will benefit the Nation in future years by increasing productivity or well-being. These include research and devel-
opment costs and education and training.
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Additions to Non-Federal
Economic Resources
for the Years Ended September 30, 1989 and 1988
($ billions)

Additions to State, local, and private assets
Community and regional development. . .. ... ... e
EnVIIONMIBNT = @ 10 0 4e5 461 ¢ S s 197 50 2. (005 5§ G D 1 B b £ BT 700 5B £ 5 57 3 T 5 WER X R 5 5 8 6 50 € 6 1R & § Som § S § s 5 B
Transportation
Highwaysiand naSSRansl. .. o s s am 43 6155 45 & 65 5659 S 578§ G002 550 8 5 G55 § 553 50w § 505 & $%0 4 0 8 5 108 & et @ B o500 4 o
BRAAND G 50055 505 5 50 55005 57 5 5 0 5 0.5 5 930 & 50 ¥ 600 6 W08 3 W8 5 98 5 0§ SB30 8 0 5 0 5 AW 5 6 5 5 008 B e 8 50N i d

Other developmental expenditures
A G O e ron o W s o e e O i e AP S o e N i Lo e T, | ok Mt B
(STIRENENISII & Ane o R S et el s iy s L e L it e N e e e e e
EcOnOmICOVOIOPITONE 1 o f e e h o s s b o oS o b & G & 5 A ReeE & Rl o alie T s s ol borces s M s £ 25 5t i A
EdticatiDnzsmsEin e ot L B s o RS e R LRy A e o b R S e s s
Education=INCOME SUPPONT s ; : 55 +.55 55 ¢ 355 5 se = 514 5 a0 & 5088 5 S0m8 0 5 5t 55191 8 SO AL STl 5 206 0 o % o 3 0 A B s 5 300 81
| S o, TR SN e e e S o e - 1 Tty o e e i - e e o S )
SR i) o e o, o e e P SR Rt ) o ST o e~ L AR o e 06, ICTR AN P SIS

Totalidevelopmental:eXPONUItUIES ', « i« o 5wt o saei < om s e bt aimsres) s eosiioeld s st ot s e oo S s o 3 B30

Hiotallinye ST enTOUNAYS. o e it e S e e o 2 8 TPy o T o5

Source: Budget of the United States Government, Fiscal Year 1991.

1989

1988

4.0
2.8

16.1
24.0
1.0

29

16.2
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ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX

The following table is designed to show the revenue losses attributable to tax law provisions that allow special exclusions, exemp-
tions, or deductions from gross income or provide special credits, tax rates, or deferrals. The schedule shows the approximate cost of tax
benefits.

Revenue loss estimates do not take into account the additional resources, if any, that would be required to provide the same after-tax
incentives if the expenditure program were administered as a direct outlay rather than through the tax system. These revenue loss estimates
are not equivalent to estimates of the increase in Federal receipts that would result from the repeal of tax expenditure provisions.

Some minor distortions may have occurred since data presented have been condensed for purposes of this report. For further 1989
information, refer to Budget of the United States Government, Fiscal Year 1991, “Estimates for Tax Expenditures in the Income Tax," table C-1.
For 1988 refer to “Special Analysis G: Tax Expenditures” in Special Analyses, Budget of the United States Government, Fiscal Year 1990. In
addition, further information concerning revenues and expenses can be found in “Federal Transactions in the National Income and Product Ac-
counts,” Budget of the United States Government, Fiscal Year 1991.

Fiscal Years 1989 and 1988

($ billions)
Estimated amount
of revenue loss
1989 1988
Income exclusions
Capital gains atdeath . . ... ... . e e 12.3 11.5
Disability and retirement benefits (Private) . ... ... ... ..ttt 56.0 60.1
Social Security benefits. . . . ... .. e e 18.8 174
Education allowances (scholarships and Gl benefits) . .......... . ... ... . . .. . 7 1.3
Foreign earnings and investment incentives (income earnedabroad). ... ....... ...t 3.2 43
Interest and dividends (State and local bonds and debt, and lifeinsurance) . . .............. ... ... ... .... 232 26.6
Medical care and insurance (employer premiums paid). . . ....... ... e 326 30.1
Payroll benefits and allowances (group life, accident, andunemployment) . . ......... ... ... ... ... 55 4.9
Other (age 55 orovercreditonhome sales) .. ... ... i e 3.2 6.2
Income deferrals
Intereston U.S. saving bONAS. . ... ... ..o i ' 10 9
Realestate (home sales) .. ... .. .. 12.0 40
Foreign earnings (foreign sales corporations) . ... ... ...ttt e .5 A
Other deferrals
Taxes (Shipping COMPANIES) . . . . .. ..ot e e et e e A 2
Deductions and credits
Agriculture related (capital outlays and gainsoncertainincome) . .......... ... ... i 5 5
Contributions (charitable and political) . . .. ... ... 111 135
Earned InCOme . ... e e e 1.5 1.0
Employee stock ownership plans (funded through investmentandtaxcredits). .. ......................... 7 4
Excess bad debt reserves (financial institutions) .. ... ... .. . . e * 1
Exemptions (Credit Unions) . ... ... . e, 4 2
Foreign earnings (corporations doing business in U.S. possessions) . ............ ... ... it 1.9 1.8
Interest (mortgage and CONSUMET) . . . . .. .. .ttt e e et e e e et e 38.1 40.3
Investments (commercial capital gains, credits, other investment incentives, construction period
interest, and expensing developmental CoStS). . . ... ... e 56 141
Medical . ... e 2.7 20
Mining and timber (capital gains treatment of royalties and certainincome) .. ............... ... ......... - 1.1
Old-age, disability, and other personal exemptions . .. ... ... .. ... . i 1.3 22
Other (deductions of motor carrier rights, certain adoption expenses, and energy credit for intercity buses) . . . . . * 1.5
Property damages and losses (Casually [0SSES) .. ... ...ttt e e . A 3
State and local property tax and other taxes .. ... ... .ottt e 28.6 274
Work incentives (employment credits under work programs) anddependentcare . .. ................ ... ... 3.0 37
Accelerated depreciation (rental housing, buildings other than rental housing, and machinery and equipment). . . 375 244

* Less than $50 million.
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OPEN-ENDED PROGRAMS AND FIXED COSTS

The Government commits itself to provide services by passing laws that make spending mandatory.
Since a significant amount of future spending is fixed by law, it is very probable that the Government will pay for
these programs in future years. Listed below are the programs for fiscal years 1989 and 1988 that can be ter-
minated only if the laws are changed. For further information, refer to “Historical Tables” in the Budget of the

United States Government, Fiscal Year 1991.

Open-ended Prograhs and Fixed Costs, Fiscal Years 1989 and 1988

($ billions)

1989 1988

Payments for individuals
Social Security and railroad retirement . . ... ... .. e e 234.2 220.3
Federal employees’ retirementinsSUrance ... ... ... ..ttt e 62.1 593
Unemploymentassistance. .. ... ... . e 142 13.8
ASSISIaNCE 10 SIUDENES . . . .. e e 10.8 3.9
Food and NUIHNION @SSISTANCE .. .. . ...\ttt e et et e e e 21.1 43
Al O T . . e e e 33 29
Medical Care. . ... e 141.6 114.7
Public-assistance-related programs. . . .. ... ... .t e 321 28.8
HoOUSING @SSIStaNCE . . ... . e e e e 14.7 138
534.1 461.8
[N L] Q1 (=T (=1 169.1 151.7
General revenue Sharng . . ... ..ottt * *
Farm PriCE SUPPOTES . . . oottt et e et e e e e e e 116 122
Other open-ended programs and fiXed CostS. . . ... ... .t e 7.1 8.7
Total . 721.9 634.4

* $50 million or less.
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FEDERAL OBLIGATIONS

“Obligations” are the basis on which the use of funds is controlled in the Federal Government. They
are recorded at the point at which the Government makes a firm commitment to acquire goods or services and
are the first of the four key events--order, delivery, payment, and consumption--which characterize the acquisition
and use of resources. In general, they consist of orders placed, contracts awarded, services received, and similar
transactions requiring the disbursement of money. All intragovernmental items have been eliminated.

The obligational stage of Government transactions is a strategic point in gauging the impact of the
Government’s operations on the national economy, since it frequently represents for business firms the Govern-
ment’s commitment which stimulates business investment, including inventory purchases and employment of
labor. Disbursements may not occur for months after the Government places its order, but the order ltself usually
causes immediate pressure on the private economy.

For more detail refer to the Treasury Bulletin, March 1990.

Gross Obligations of the Federal Government by Object Class, as of Sept. 30, 1989 and 1988
($ millions)

1989 1988

Personal services and benefits

Personnel compensation . .. ... .. .. e e 144,314 139,751

Personnel benefits . .. ... ... ... S 9,305 8,499

Benefits for former personnel. . .. ... e 865 1,395
Contractual services and supplies

Travel and transportation Of PErSONS . . .. ... ..t e e e e 5412 5112

Transportation Of things . . ... ... o e 7,595 7,124

Rent, communications, and Utilities . . ... ... . . . e 11,736 11,273

Printing and reproduCtion . . . . .. .. L 1,039 330

T SBIVICES . .. .ottt i e e 137,370 138,121

Supplies and materials. .. ... ......... PP 57,563 63,148
Acquisition of capital assets

B QU PNt . .o e 57,215 74,846

Lands and StrUCIUIES . . .. . .. .o it e e e e e e 20,529 17,319

Investments and I0aNs . . . ... ... .. e 17,681 32,032
Grants and fixed charges

Grants, subsidies, andcontributions . .. ............. ... .. ...... e 207,958 192,008

Insurance claims and indemnities ... ... ... .. . .. .. e 405,761 394,660

Interest and dividends . .. .. P P 195,551 188,000

REfUNGS . . o e e 769 871
Other '

Unvouchered . ... .. e 97 108

Undistributed U.S. obligations . .. ... ... e 11,598 9,734

Gross obligations incurred . . ... ... . 1,292,358 1,284,331
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ADDITIONAL FISCAL SERVICE
RELEASES ON FEDERAL FINANCES

Sold on a subscription basis only (exceptions noted) by the Superintendent of Documents,
U.S. Government Printing Office, Washington, D.C. 20402 (phone orders: (202) 783-3238):

¢ Daily Treasury Statement. Provides summary data on the Treasury’s cash and debt
operations for the Federal Government. Published each Federal working day by the
Financial Management Service. Subscription price: $174 per year (domestic), $217.50
per year (foreign).

Monthly Statement of the Public Debt of the United States. Provides summary and
detailed information on the public debt outstanding. Prepared by the Bureau of the
Public Debt. Subscription price: $19 per year (domestic), $23.75 per year (foreign):

Monthly Treasury Statement of Receipts and Qutlays of the United States Gov-
ernment. Provides Federal budget results, including receipts and outlays of funds,
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surplus. Prepared by the Financial Management Service, based on agency reporting.
Subscription price: $22 per year (domestic), $27.50 per year (foreign).

Treasury Bulletin (quarterly). Contains a mix of narrative, tables, and charts on
Treasury issues, Federal financial operations, international statistics, and special re-
ports such as Liabilities and Other Financial Commitments of the U.S. Government,
and U.S. Currency and Coin Outstanding and in Circulation. Compiled by Financial
Management Service. Subscription price: $27 per year (domestic), $33.75 per year
(foreign); $7.50 single issue.

United States Government Annual Report and Appendix. Annual Report presents
budgetary results at the summary level. Appendix presents the individual receipt and
appropriation accounts at the detail level. Compiled by the Financial Management
Service. Annual Report single copy price: $2; Appendlx free from Financial
Management Service.
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