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probability the contractors will complete their efforts and deliver satisfactory products, and
because the amount of potential future payments are estimable, the Department has recognized
a contingent liability for estimated future payments which are conditional pending delivery and
government acceptance.

Total contingent liabilities for progress payments based on cost represent the difference
between the estimated costs incurred to date by contractors and amounts authorized to be paid
under progress payments based on cost provisions within the FAR. Estimated contractor-
incurred costs are calculated by dividing the cumulative unliquidated progress payments based
on cost by the contract-authorized progress payment rate. The balance of unliquidated
progress payments based on cost is deducted from the estimated total contractor-incurred costs
to determine the contingency amount.

Nonfederal Other Liabilities primarily consists of accrued estimates for repairs and cargo
expenses.

Capital Lease Liabilit Dollars in Millions

2009 — Asset Category

Land and .
As of September 30 Buildings Sl

Future Payments Due

2010 $ 43.9 0.0 0.0 43.9
2011 41.3 0.0 0.0 41.3
2012 15.5 0.0 0.0 15.5
2013 11.1 0.0 0.0 11.1
2014 8.8 0.0 0.0 8.8
After 5 Years 8.7 0.0 0.0 8.7
Total Future Lease
Payments Due $ 129.3 $ 0.0 $ 00 ' $ 129.3
Net Capital Lease Liability $ 111.4 $ 0.0 $ 00 ' $ 111.4
Capital Lease Liabilities Covered by Budgetary Resources 98.4
Capital Lease Liabilities Not Covered by Budgetary Resources 13.0

Capital Lease Liability Dollars in Millions

2008 — Asset Category

Land and :
As of September 30 Buildings Equipment Total

Future Payments Due
2009 $ 43.9 $ 15 0.0 454
2010 43.9 0.0 0.0 43.9
2011 41.3 0.0 0.0 41.3
2012 15.5 0.0 0.0 155
2013 11.1 0.0 0.0 11.1
After 5 Years 17.3 0.0 0.0 17.3
Total Future Lease Payments Due $ 1730 $ 15 $ 0.0 $ 174.5
Less: Imputed Interest Executory Costs 28.2 0.0 0.0 28.2
Net Capital Lease Liability $ 144.8 $ 15 $ 0.0 $ 146.3
Capital Lease Liabilities Covered by Budgetary Resources 123.9
Capital Lease Liabilities Not Covered by Budgetary Resources 22.4
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Note 16. Commitments and Contingencies

Legal Contingencies

The Department is a party in various administrative proceedings and legal actions related to
claims for environmental damage, equal opportunity matters, and contractual bid protests. The
Department has accrued contingent liabilities for legal actions where the Office of General
Counsel (OGC) considers an adverse decision probable and the amount of loss is measurable.
In the event of an adverse judgment against the Government, some of the liabilities may be
payable from the U.S. Treasury Judgment Fund. The Department records Judgment Fund
liabilities in Note 12, Accounts Payable, and in Note 15, Other Liabilities.

In FY 2009, the Department reported 49 legal actions with individual claims greater than the
Department's FY 2009 materiality threshold of $118.9 million. The total of the 49 actions is
approximately $2.4 trillion. Of this amount, the OGC determined that claims totaling
approximately $7.7 billion are classified "reasonably possible,” $39.5 billion are classified
“remote," and $2.3 trillion are classified "unable to determine the probability of loss." The
Department also had a number of potential claims that individually did not meet the
Department's materiality threshold but did meet the individual Components' thresholds. These
claims are disclosed in the Components' financial statements.

Other Commitments and Contingencies

Undelivered orders for open (unfilled or unreconciled) contracts citing cancelled appropriations,
for which the Department may incur a contractual commitment for payment, total $803.7 million.

The Department is a party in numerous individual contracts that contain clauses, such as price
escalation, award fee payments, or dispute resolution, that may result in a future outflow of
expenditures. Currently, the Department has limited automated system processes by which it
captures or assesses these potential contingent liabilities, therefore, the amounts reported may
not fairly present the Department’s contingent liabilities.

Contingencies considered both measurable and probable have been recognized as liabilities.
Refer to Note 15, Other Liabilities, for further details.

Note 17. Military Retirement and Other Federal Employment Benefits

Military Retirement and Other Federal Employment Benefits Dollars in Millions

Assumed (Less: Assets
Liabilities Interest Rate | Available to Pay

Unfunded
Liabilities

As of September 30 (%) Benefits)

Pension and Health Actuarial

Benefits
Military Retirement Pensions $ 1,173,456.3 5.75 $ (271,798.1) $ 901,658.2
Military Retirement Health
Benefits 313,959.2 5.75 0.0 313,959.2
Military Medicare-Eligible
Retiree Benefits 509,466.4 5.75 (145,850.2) 363,616.2
Total Pension and Health $ 1,996,881.9 $ (417,648.3) $1,579,233.6

Actuarial Benefits

56



Department of Defense Agency Financial Report for FY 2009

Military Retirement and Other Federal Employment Benefits

Assumed (WESSASSES
Interest Rate |Available to Pay
(%) Benefits)

Liabilities
As of September 30

Other Actuarial Benefits

Dollars in Millions

Unfunded
Liabilities

FECA $ 6,318.2 4.2 $ 0.0 $ 6,318.2

Voluntary Separation Incentive Programs 1,042.1 45 (450.4) 591.7

DoD Education Benefits Fund 1,797.2 4.5 (1,797.2) 0.0

Total Other Actuarial Benefits $ 9,157.5 $ (2,247.6) $ 6,909.9
Other Federal Employment Benefits $ 6,126.7 $ (4525.3) $ 1,601.4
Vicliel Ll il surs O $2,012,166.1 $ (424,421.2)  $1,587,744.9
Federal Employment Benefits

Actuarial Cost Method Used: Aggregate Entry-Age Method
Assumptions: Effective Interest
Market Value of Investments in Market-based and Marketable Securities: $441.2 billion

Military Retirement and Other Federal Employment Benefits

Assumed
Interest Rate
(%)

(Less: Assets
Available to Pay
Benefits)

Liabilities
As of September 30

Pension and Health Actuarial
Benefits

Dollars in Millions

Unfunded
Liabilities

Military Retirement Pensions $ 1,150,748.8 5.75 $ (246,956.7) $ 903,792.1
Military Retirement Health 317,967.9 5.75 0.0 317,967.9
Benefits

Military Medicare-Eligible

Retiree Benefits 500,195.7 5.75 (131,941.1) 368,254.6
Total Pension and Health

Actuarial Benefits $ 1,968,912.4 $ (378,897.8) $1,590,014.6

Military Retirement and Other Federal Employment Benefits

Assumed

((MESSASSETS
Interest Rate |Available to Pay

Liabilities
As of September 30

(%) Benefits)

Other Actuarial Benefits

Dollars in Millions

Unfunded
Liabilities

FECA $ 6,862.2 4.4 $ 0.0 $ 6,862.2

Voluntary Separation Incentive Programs 1,146.0 4.5 (501.5) 644.5

DoD Education Benefits Fund 1,959.2 4.5 (1,817.3) 141.9

Total Other Actuarial Benefits $ 9,967.4 $ (2,318.8) $ 7,648.6
Other Federal Employment Benefits $ 5,725.6 $  (3,988.2) $ 1,737.4
Total Military Retirement and Other $1,984,605.4 $ (385,204.8) $1,599,400.6
Federal Employment Benefits

Actuarial Cost Method Used: Aggregate Entry-Age Method
Assumptions: Effective Interest
Market Value of Investments in Market-based and Marketable Securities: $374.5 billion
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Military Retirement Pensions

The Military Retirement Fund (MRF) is a defined benefit plan authorized by PL 98-94 to provide
funds used to pay annuities and pensions to retired military personnel and their survivors. The
DoD Retirement Board of Actuaries approves the long-term economic assumptions for inflation,
salary, and interest. The actuaries calculate the actuarial liabilities annually using economic
assumptions and actual experience (e.g., mortality and retirement rates). Due to reporting
deadlines, the current year actuarial present value of projected plan benefits rolls forward from
the prior year’s valuation results. The actuaries used the following assumptions to calculate the
FY 2009 roll-forward amount:

Miltary Retirement Pensions infation

Fiscal Year 2009 5.8% (actual) 3.9% (actual) 5.75%
Fiscal Year 2010 0.0% (estimated) 3.4% (estimated) 5.75%
Long Term 3.0% 3.75% 5.75%

Historically, the initial unfunded liability of the program was amortized over a 50-year period.
Effective FY 2008, the initial unfunded liability is amortized over a 42-year period to ensure the
annual payments cover the interest on the unfunded actuarial liability, with the last payment
expected to be made October 1, 2025. All subsequent gains and losses experienced are
amortized over a 30-year period.

Change in MRF Actuarial Liability

Actuarial Liability as of September 30, 2008 $ 1,150.7
Expected Normal Cost for FY 2009 225
Plan Amendment Liability 3
Assumption Change Liability 7.8
Expected Benefit Payments for FY 2009 (50.5)
Interest Cost for FY 2009 65.6
Actuarial (gains)/losses due to changes in trend assumptions (23.0)
Actuarial Liability as of September 30, 2009 1,173.4
Change in Actuarial Liability $ 22.7

Actuarial Cost Method Used: Aggregate Entry-Age Normal Method
Market Value of Investments in Market-Based and Marketable Securities: $286.2
Assumed Interest Rate: 5.75%

Military Retirement Health Benefits

The Military Retirement Health Benefits (MRHB) are post-retirement benefits the Department
provides to non-Medicare-eligible military retirees and other eligible beneficiaries through private
sector health care providers and the Department’'s medical treatment facilities. The actuaries
calculate the actuarial liabilities annually using assumptions and actual experience. For the FY
2009 actuarial liability calculation, the actuaries used the following assumptions:
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Ultimate Rate

MRHB Medical Trend | FY 2008 — FY 2009 FY 2033

Medicare Inpatient (Direct Care) 5.13% 6.25%
Medicare Outpatient (Direct Care) 4.13% 6.25%
Medicare Prescriptions (Direct Care) 3.00% 6.25%
Non-Medicare Inpatient (Direct Care) 4.00% 6.25%
Non-Medicare Outpatient (Direct Care) 3.00% 6.25%
Non-Medicare Prescriptions (Direct Care) 3.00% 6.25%
Non-Medicare Inpatient (Purchased Care) 7.32% 6.25%
Non-Medicare Outpatient (Purchased Care) 9.95% 6.25%
Non-Medicare Prescriptions (Purchased Care) 7.96% 6.25%
U.S. Family Health Plan (USFHP) (Purchased Care) 9.00% 6.25%

Change in MHRB Actuarial Liability

Actuarial Liability as of September 30, 2008 (Department preMedicare + all

Uniformed Services Medicare cost-benefit effect) $ 318.0
Expected Normal Cost for FY 2009 10.9
Expected Benefit Payments for FY 2009 (10.6)
Interest Cost for FY 2009 18.6
Actuarial (gains)/losses due to other factors (25.1)
Actuarial (gains)/losses due to changes in trend assumptions 2.2
Actuarial Liability as of September 30, 2009 (Department preMedicare + all

Uniformed Services Medicare cost-benefit effect) $ 314.0
Change in Actuarial Liability $ (4.0)
Actuarial Cost Method Used: Aggregate Entry-Age Normal Method

Assumed Interest Rate: 5.75%

Medicare-Eligible Retiree Health Care Fund Benefits

In accordance with PL 106-398, Medicare-Eligible Retiree Health Care Fund (MERHCF)
accumulates funds to finance the health care program liabilities of Medicare-eligible retirees for
all the Uniformed Services and specific Medicare-eligible beneficiaries. The DoD MERHCF
Board of Actuaries approves the long-term assumptions for medical trends and interest. The
actuaries calculate the actuarial liabilities annually using actual experience (e.g., mortality and
retirement rates, direct care costs, purchased care). Due to reporting deadlines, the current
year actuarial present value of projected plan benefits rolls forward from the prior year’s results.
The actuaries used the following assumptions to calculate the FY 2009 roll-forward amount:

. . Ultimate Rate
MERHCF Benefits — Medical Trend FY 2008 — FY 2009 FY 2033

Medicare Inpatient (Direct Care) 5.13% 6.25%
Medicare Inpatient (Purchased Care) 6.13% 6.25%
Medicare Outpatient (Direct Care) 4.13% 6.25%
Medicare Outpatient (Purchased Care) 5.13% 6.25%
Medicare Prescriptions (Direct Care) 3.00% 6.25%
Medicare Prescriptions (Purchased Care) 8.44% 6.25%
USFHP (Purchased Care) 9.00% 6.25%
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Change in MERHCEF Actuarial Liability

Actuarial Liability as of September 30, 2008

(all Uniformed Services Medicare) $ 500.2
Expected Normal Cost for FY 2009 10.4
Expected Benefit Payments for FY 2009 (8.4)
Interest Cost for FY 2009 29.1
Actuarial (gains)/losses due to other factors (18.6)
Actuarial (gains)/losses due to changes in trend assumptions (3.2

Actuarial Liability as of September 30, 2009
(all Uniformed Services Medicare)
Change in Actuarial Liability

Actuarial Cost Method Used: Aggregate Entry-Age Normal Method
Market Value of Investments in Market-Based and Marketable Securities: $152.4 Million
Assumed Interest Rate: 5.75%

509.5
9.3

| &8

The MERHCEF liability includes Medicare liabilities for all Uniformed Services. The $509.5 billion
liability includes $498.1 billion for the Department, $10.2 billion for the Coast Guard, $1.1 billion
for the Public Health Service, and $72.3 million for National Oceanic and Atmospheric
Administration (NOAA). The FY 2009 contributions from each of the Uniformed Services were
$10.4 billion from the Department, $257.3 million from the Coast Guard, $34.8 million from the
Public Health Service, and $1.7 million from NOAA.

Federal Employees Compensation Act (FECA)

The Department of Labor (DOL) annually determines the liability for future workers’
compensation benefits, which includes the expected liability for death, disability, medical, and
miscellaneous costs for approved compensation cases, plus a component for incurred-but-not-
reported claims. The liability is determined using historical benefit payment patterns related to a
specific incurred period to predict the final payment related to that period. Consistent with past
practice, these projected annual benefit payments have been discounted to present value using
the Office of Management and Budget’s economic assumptions for 10-year U.S. Treasury notes
and bonds. A 4.22% interest rate was assumed for year one and 4.71% was assumed for year
two and thereatfter.

The DOL calculates this liability using wage inflation factors (cost of living adjustments or
COLAs) and medical inflation factors (consumer price index medical or CPIM). The actual rates
for these factors for charge back year (CBY) 2009 were also used to adjust the methodology’s
historical payments to current year constant dollars. The compensation COLAs and CPIMs
used in the projections for various charge back years were as follows:
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Federal Employees — Compensation Act (FECA)
CBY COLA CPIM

2010 AT% 3.42%
2011 1.40% 3.29%
2012 1.50% 3.48%
2013 1.80% 3.71%
2014+ 2.00% 3.71%

The model’s resulting projections were analyzed by DOL to ensure the estimates were reliable.
The analysis was based on four tests: (1) a sensitivity analysis of the model of economic
assumptions, (2) a comparison of the percentage change in the liability amount to the
percentage change in the actual incremental payments, (3) a comparison of the incremental
paid losses per case (a measure of case-severity) in CBY 2009 to the average pattern observed
during the prior three charge back years, and (4) a comparison of the estimated liability per case
in the 2009 projection to the average pattern for the projections for the most recent three years.

Voluntary Separation Incentive Program

PL 102-190 established the Voluntary Separation Incentive (VSI) Program to reduce the number
of military personnel on active duty. The VSI Board of Actuaries approved the assumed annual
interest rate of 4.5% used to calculate the actuarial liability. Since the VSI Program is no longer
offered, the actuarial liability calculated annually is expected to continue to decrease with benefit
outlays and increase with interest cost.

Market Value of Investments in Market-based and Marketable Securities: $481.6 million

DoD Education Benefits Fund

PL 98-525 established the Education Benefits Fund (EBF) program to recruit and retain military
members and aid in the readjustment of military members to civilian life. The actuaries
calculate the actuarial liability annually based on the assumed interest rate of 4.5% that was
approved by the EBF Board of Actuaries.

Market Value of Investments in Market-based and Marketable Securities: $2.1 billion

Other Federal Employment Benefits

Other Federal Employment Benefits primarily consists of accrued pensions and annuities, and
an estimated liability for incurred-but-not-reported medical claims not processed prior to fiscal
year end.
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Note 18. General Disclosures Related to the Statement of Net Cost

General Disclosures Related to the Statement of Net Cost Dollars in Millions
2008
Intragovernmental Costs $ 33,891.6 $ 26,771.0
Public Costs 663,921.7 699,656.3
Total Costs $ 697,813.3 $ 726,427.3
Intragovernmental Earned Revenue (10,577.0) (29,652.6)
Public Earned Revenue (35,590.9) (26,619.9)
Total Earned Revenue $ (46,167.9) $ (56,272.5)
Net Cost of Operations $ 651,645.4 $ 670,154.8

The Department restated FY 2008 gross costs by $8.1 billion. As a result of ongoing audit
readiness efforts, the Department identified $7.2 billion in contract financing payments classified
as expenses rather than assets due to legacy system deficiencies. The Department also
recognized a $1.1 billion prior period adjustment to correct understated Accounts Payable
(Nonfederal) and related expenses for FY 2008. The Department corrected the methodology for
reporting accruals for undistributed disbursements to prevent the understatement beginning in
FY 2009. These reductions were offset by a $233 million increase in expenses related to
inventory accounting. Refer to Note 26, Restatements, for further information.

Abnormal Balance

Contra Revenue for Services Provided (USSGL 5209) has an abnormal balance of $9.2 million.
When the Department provides service to a public customer, an additional surcharge is added
to the billing and posted to this account. The surcharge is reclassified to the Revenue from
Services Provided account when collected. The Department is researching the issue.

Other Disclosures

The Statement of Net Cost (SNC) represents the net cost of programs and organizations of the
Federal government supported by appropriations or other means. The intent of the SNC is to
provide gross and net cost information related to the amount of output or outcome for a given
program or organization administered by a responsible reporting entity. The Department’s
current processes and systems do not capture and report accumulated costs for major
programs based upon the performance measures as required by the Government Performance
and Results Act. The Department is in the process of reviewing available data and developing a
cost reporting methodology as required by the SFFAS No. 4, Managerial Cost Accounting
Concepts and Standards for the Federal Government, as amended by SFFAS No. 30, Inter-
entity Cost Implementation.

Intragovernmental costs and revenue represent transactions made between two reporting
entities within the Federal government. Public costs and revenues are exchange transactions
made between the reporting entity and a nonfederal entity.

The Department’'s systems do not track intragovernmental transactions by customer at the
transaction level. Buyer-side expenses are adjusted to agree with internal seller-side revenues.
Expenses are generally adjusted by reclassifying amounts between federal and nonfederal
expenses. Intradepartmental reciprocal balances are then eliminated.

The SNC presents information based on budgetary obligation, disbursement, and collection
transactions, as well as data from nonfinancial feeder systems. Amounts are adjusted for
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accruals such as payroll expenses, accounts payable, and environmental liabilities. The
General Fund data is primarily derived from budgetary transactions (obligations, disbursements,
and collections), data from nonfinancial feeder systems, and accruals made for major items.
While Working Capital Funds primarily record transactions on an accrual basis, the systems do
not always capture actual costs in a timely manner.

The Department’s accounting systems generally do not capture information relative to heritage
assets separately and distinctly from normal operations.

Note 19. Disclosures Related to the Statement of Changes in Net Position

Contra Revenue for Services Provided (USSGL 5209) has an abnormal balance of $9.2 million.
Refer to Note 18, General Disclosures Related to the Statement of Net Cost, for additional
information.

The Department recognized prior period adjustments decreasing the beginning balances of
Cumulative Results of Operations by $8.8 billion and $10.5 billion for FY 2009 and FY 2008,
respectively. Unexpended Appropriations beginning balances increased $26.1 billion and $20.0
billion for FY 2009 and FY 2008, respectively, due to the correction of errors from prior years.
Refer to Note 26, Restatements, for additional information on all prior period adjustments.

Other Financing Sources, Other consists primarily of adjustments to reconcile budgetary and
proprietary trial balances. Due to financial system limitations, the Department adjusts for these
unreconciled differences.

Earmarked Cumulative Results of Operations ending balance on the Statement of Changes in
Net Position (SCNP) does not agree with the Earmarked Cumulative Results reported on the
Balance Sheet because the cumulative results on the Balance Sheet are presented net of
eliminations. In the SCNP, offsetting balances for intradepartmental activity between
Earmarked Funds and All Other Funds are reported on the same lines. The Eliminations
column contains all appropriate elimination entries, which net to zero within each respective line,
except for intraentity imputed financing costs.

Appropriations Received on the SCNP do not match the Appropriations on the Statement of
Budgetary Resources (SBR) due to trust fund appropriations and special fund receipts. The
difference of $101.1 billion is primarily related to the MRF and MERHCF appropriations. In
order to preserve visibility with the President’s Budget, these appropriations are effectively
reported twice on the SBR; they are reported once by the Military Departments and Defense
Agencies as appropriated and once by the individual trust funds as receipts. Refer to Note 20,
Disclosures Related to the Statement of Budgetary Resources, for further details.
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Note 20. Disclosures Related to the Statement of Budgetary Resources

Disclosures Related to the Statement of Budgetary Resources Dollars in Millions

Restated
As of September 30, 2009 2009 2008

Net Amount of Budgetary Resources Obligated for Undelivered Orders at

the End of the Period. $ 4slssll $ 4331908

Reconciliation Differences

Appropriations Received on the Statement of Budgetary Resources (SBR) exceeds
Appropriations Received on the Statement of Changes in Net Position by $101.1 billion. This
difference represents trust and special fund receipts reported as exchange revenue on the SNC
and included in appropriations on the SBR. In accordance with Office of Management and
Budget guidance, $94.1 billion of General Fund appropriations received by the Department are
also recognized on the SBR as appropriations received for trust and special funds. The
difference is primarily due to duplicate reporting in the SBR of the Military Services’
contributions and U.S. Treasury’s payments to the MRF and the MERHCF.

The SBR comparative column (FY 2008) includes $90.1 billion more in budget authority than
reported in the 2008 actual column of the President’'s FY 2010 Budget. The difference is
primarily due to the duplicate reporting discussed above and advances the U.S. Army Corps of
Engineers (USACE) received from the District of Columbia. USACE reports the advances
(account 96X6094) in its SBR. However, this account is not included in the budget.

The SBR FY 2008 column includes $808.8 million more in obligations than reported in the 2008
actual column of the President’'s FY 2010 Budget. The difference is primarily due to FY 2007
obligations that were not included in the SBR until FY 2008. These obligations were reported
correctly in the 2007 column of the President’s Budget.

The SBR FY 2008 column includes $70.2 billion less in net outlays than reported in the 2008
actual column of the President's FY 2010 Budget. The SBR reduces net outlays by the
distributed offsetting receipts. The President’s Budget does not reduce the Department’s
outlays by the distributed offsetting receipts.

Permanent Indefinite Appropriations

The Department of Defense (DoD) received the following permanent indefinite appropriations:
o Department of the Army General Gift Fund (10 USC 2601(b)(1))

o Department of the Navy General Gift Fund (10 USC 2601(b)(2))

¢ Department of the Air Force General Gift Fund (10 USC 2601 (b)(3))

e Department of Defense General Gift Fund (10 USC 2601)

o Disposal of Department of Defense Real Property (40 USC 485(h)(2)(A)(B))

e Lease of Department of Defense Real Property (40 USC 485(h)(2)(A)(B))

e Foreign National Employees Separation Pay Account, Defense (10 USC 1581)
e United States Naval Academy Gift and Museum Fund (10 USC 6973-4)

e Ship Stores Profits, Navy (10 USC 7220, 31 USC 1321)

e Midshipmen’s Store (10 USC 6971B)

e Burdensharing Contributions Account (10 USC 2350j)
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e Forest Program (10 USC 2665)

e DoD Base Closure Account (10 USC 2687)

e Medicare Eligible Retiree Health Care Fund (MERHCF) (10 USC 1111)
o Military Retirement Fund (MRF) (10 USC 1461)

e Education Benefits Fund (10 USC 2006)

e Host Nation Support for U.S. Relocation Activities (10 USC 2350k)

¢ National Defense Sealift Fund (10 USC 2218)

e Environmental Restoration, Navy (10 USC 2702)

e Hydraulic Mining Debris Reservoir (33 USC 683)

e« Maintenance and Operation of Dams and Other Improvements of Navigable Waters
(16 USC 810(a))

e Payments to States (33 USC 701c-3)

o Wildlife Conservation (16 USC 670-670(f))

¢ Ainsworth Bequest (31 USC 1321)

e DoD Family Housing Improvement Fund (10 USC 2883 (a))

e DoD Military Unaccompanied Housing Improvement Fund (10 USC 2883 (a))
e Voluntary Separation Incentive Fund (10 USC 1175(h))

e Rivers & Harbors Contributed Funds (33 USC 560, 701h)

The above permanent indefinite appropriations cover a wide variety of purposes to help the
Department accomplish its missions. These purposes include: (1) military retirees health care
benefits, retirement and survivor pay, and education benefits for veterans; (2) environmental,
coastal, and wildlife habitat restoration, and water resources maintenance; (3) costs associated
with the closure or realignment of military installations; (4) relocation of armed forces to a host
nation; (5) separation payments for foreign nationals; (6) the construction, purchase, alteration,
and conversion of sealift vessels; and (7) upkeep of libraries and museums.

Apportionment Categories for Obligations incurred

The Department reported the following amounts of direct obligations: (1) $560.9 billion in
category A; (2) $287.8 billion in category B; and (3) $306.6 million in exempt from
apportionment. The Department reported reimbursable obligations of $22.0 billion in category A
and $161.3 billion in category B. Category A relates to appropriations for a specific period of
time (e.g., Military Personnel appropriation), and category B relates to appropriations for a
specific project (e.g., Military Construction appropriation).

Legal Arrangements Affecting the Use of Unobligated Balances

A portion of the Department’s unobligated balances represents trust fund receipts collected in
the current fiscal year that exceed the amount needed to pay benefits or other valid obligations.
These receipts are temporarily precluded from obligation by law due to a benefit formula or
other limitation. The receipts, however, are assets of the funds and are available for obligation
as needed in the future. The Department operates within the constraints of fiscal law and has
no additional legal arrangements affecting the use of unobligated balances.
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Other Disclosures

The President’s budget for FY 2011 has not yet been published. The budget is expected to be
published in February 2010, and available at: http://www.defenselink.mil/comptroller/defbudget.

The SBR includes intraentity transactions because the statements are presented as combined.

The Department utilizes borrowing authority for the Military Housing Privatization Initiative and
the Armament Retooling and Manufacturing Support Initiative. Borrowing authority is used in
accordance with OMB Circular No. A-129, Policies for Federal Credit Programs and Non-Tax
Receivables.

The Department received additional funding of $152.4 billion (net of rescissions) to cover
obligations incurred above baseline operations, primarily in support of the Overseas
Contingency Operations and disaster relief. In addition, the Department received $12.0 billion
of funding from the American Recovery and Reinvestment Act of 2009.

Note 21. Reconciliation of Net Cost of Operations to Budget

Reconciliation of Net Cost of Operations to Budget Dollars in Millions

Restated
As of September 30, 2009 and 2008 2009
- 2008

Resources Used to Finance Activities

Budgetary Resources Obligated:

Obligations incurred $ 1,032,3105 $ 1,001,667.5
Less: Spending authority from offsetting collections and recoveries (-) (244,491.8) (232,293.7)
Obligations net of offsetting collections and recoveries $ 787,818.7 $ 769,373.8
Less: Offsetting receipts (-) (65,912.1) (70,247.6)
Net Budgetary Resources Obligated $ 721,906.6 $ 699,126.2
Other Resources:
Donations and forfeitures of property $ 2.2 $ 15
Transfers infout without reimbursement (+/-) (42.8) (51.2)
Imputed financing from costs absorbed by others 4,703.8 4,174.9
Other (+/-) 1,253.7 6,974.1
Net other resources used to finance activities $ 5,916.9 $ 11,099.3
Total resources used to finance activities $ 727,823.5 $ 710,225.5
Resources Used to Finance Items not Part of the Net Cost of
Operations
Change in budgetary resources obligated for goods, services and
benefits ordered but not yet provided:
Undelivered Orders (-) $ (44,519.1) $ (83,404.5)
Unfilled Customer Orders 931.8 6,444.9
Egﬁgg;c(ej that fund expenses recognized in prior (13,878.5) (29,958.6)
Efug%(ztrirt)ilocr)gsettlng collections and receipts that do not affect Net Cost 1,928.6 2.562.6
Resources that finance the acquisition of assets (-) $  (145,039.9) $ (139,518.3)
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Reconciliation of Net Cost of Operations to Budget Dollars in Millions

Restated
As of September 30, 2009 and 2008 2009
- 2008

Other resources or adjustments to net obligated resources that do
not affect Net Cost of Operations:

Less: Trust or Special Fund Receipts Related to exchange in the

Entity’s Budget (-) $ (10.0) $ (10.0)

Other (+/-) 24,615.8 14,112.7

'gotal resources used to finance items not part of the Net Cost of $ (175,971.3) $  (229,771.2)
perations

Total resources used to finance the Net Cost of Operations $ 551,852.2 $ 480,454.3

Components of the Net Cost of Operations that will not Require or
Generate Resources in the Current Period

Components Requiring or Generating Resources in Future Period:
Increase in annual leave liability $ 8199 % 646.0
Increase in environmental and disposal liability 929.2 1,813.2
Upward/Downward reestimates of credit subsidy

expense (+/-) 04 )
Increase in exchange revenue receivable from the public (-) 815.5 (24.7)
Other (+/-) 32,691.5 139,220.3

Total components of Net Cost of Operations that will Require or
Generate Resources in future periods

Components not Requiring or Generating Resources:

$ 35,256.5 $ 141,653.1

Depreciation and amortization $ 41,355.9 $ 37,690.3
Revaluation of assets or liabilities (+/-) 5,969.1 8,387.5
Other (+/-)
Trust Fund Exchange Revenue (34,909.0) (46,429.9)
Cost of Goods Sold 73,037.1 64,716.5
Operating Material and Supplies Used 30,868.3 25,695.8
Other (51,784.7) (42,012.9)
Total Components of Net Cost of Operations that will not Require $ 64.536.7 $ 48,047.4

or Generate Resources

Total components of Net Cost of Operations that will not Require
or Generate Resources in the current period

Net Cost of Operations $ 651,645.4 $ 670,154.8

$ 99,793.2 $ 189,700.5

Due to the Department’s financial system limitations, budgetary data do not agree with
proprietary expenses and capitalized assets. The difference between budgetary and proprietary
data is a previously identified deficiency. The following adjustments (absolute value) were
made to balance the Reconciliation of Net Cost of Operations to the Statement of Net Cost:

‘ (Amounts in millions)

Resources that Finance the Acquisition of Assets $4,383.8
Other Components not Requiring or Generating Resources 26.2
Total Amount $4,410.0
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The following Reconciliation of Net Cost of Operations to Budget lines are presented as
combined, instead of consolidated, due to intraagency budgetary transactions not being
eliminated:

e Obligations Incurred

e Less: Spending Authority from Offsetting Collections and Recoveries
e Obligations Net of Offsetting Collections and Recoveries

e Less: Offsetting Receipts

e Net Obligations

e Undelivered Orders

e Unfilled Customer Orders

Other Resources, Other, primarily consists of $1.2 billion in transfers in or out of fixed assets
without reimbursement and various nonexchange gains and losses that have no budgetary
impact.

Other Resources or Adjustments to Net Obligated Resources that Do Not Affect Net Cost of
Operations, Other, primarily consists of $26.9 billion in prior period adjustments to properly
recognize payments related to shipbuilding procurement costs as contract financing payments.
Refer to Note 26, Restatements, for further details. This adjustment is partially offset by the
$1.2 billion in transfers and nonexchange gains and losses referenced above.

Components Requiring or Generating Resources in Future Period, Other, primarily consists of
future funded expenses for the current year change in actuarial liabilities of $22.7 billion and the
increase in contingent liabilities. Refer to Note 17, Military Retirement and Other Federal
Employment Benefits, for additional disclosures on the change in actuarial liabilities.

Components not Requiring or Generating Resources, Other, primarily consists of cost
capitalization offsets and other expenses not requiring budgetary resources.

Note 22. Disclosures Related to Incidental Custodial Collections

The Department collected $1.2 million of incidental custodial revenues generated primarily from
the collection of fines, penalties, and forfeitures. These funds are not available for use by the
Department. At the end of each fiscal year, the accounts are closed and the balances rendered
to the U.S. Treasury.
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Note 23. Earmarked Funds

‘ Earmarked Funds Dollars in Millions

Medicare-
Military Eligible
RECEEE Retiree Earmarked |Eliminations Total

Fund Health Care
As of September 30 Fund

Balance Sheet

Assets
Fund balance with Treasury $ 205 | $ 5.0 $ 2,246.2 $ 00| $ 2,271.7
Investments 278,347.0 148,403.4 8,133.7 0.0 434,884.1
g‘é‘é‘;‘ij\gzlznd Interest 31.9 4247 988.3 (6.0) 1,438.9
Other Assets 0.0 0.0 2,136.9 0.0 2,136.9
Total Assets $ 278,399.4 $ 148,833.1 $ 13,505.1 $ (6.0)0 $ 440,731.6
Liabilities and Net Position
Military Retirement Benefits
and Other Federal $1,177,1549 | $ 510,286.8 | $ 28394 | $ 0.0 | $1,690,281.1
Employment Benefits
Other Liabilities 1.9 122.9 2,591.6 (72.0) 2,644.4
Total Liabilities $1,177,156.8 | $ 510,409.7 @ $ 5431.0 $ (72.0)  $1,692,925.5
Unexpended Appropriations $ 00| $%$ 00 $ 56 | $ 00 | $ 5.6
ggg‘gt?;'xs Results of (898,757.4) | (361,576.6) 8,068.5 (90,592.9) | (1,342,858.4)
;gtsai‘{i'afb"'“es and Net $ 278,399.4 $ 1488331 $ 13,5051 $ (90,664.9) $ 350,072.7

Statement of Net Cost

Program Costs $ 73,0040 | $ 17,336.1 $ 25102 | $ (2,567.2) | $ 90,283.1
Less Earned Revenue (75,267.8) (22,469.4) (674.6) 94,121.9 (4,289.9)
Net Program Costs (2,263.8) (5,133.3) 1,835.6 91,554.7 85,993.2
Net Cost of Operations $ (2,263.8)  $ (5,133.3) $ 1,835.6 $ 915547 ' $ 85,9932
\ Statement of Changes in Net Position _
Eg:iopgs'“o” Beginning ofthe | ¢ 901.021.2) $ (366,700.9) $ 80430 $ 0.0 $(1,259,688.1)
Net Cost of Operations (2,263.8) (5,133.3) 1,835.6 91,554.7 85,993.2
Budgetary Financing Sources 0.0 0.0 1,973.7 943.6 2917.3
Other Financing Sources 0.0 0.0 (107.0) 18.2 (88.8)
Change in Net Position $ 2,263.8/ $ 51333 $ 31.1 $ (90,592.9) $ (83,164.7)
Net Position End of Period $ (898,757.4)| $ (361,576.6) $ 8,074.1 $ (90,592.9) $(1,342,852.8)
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Earmarked Funds Dollars in Millions

Medicare-
Military Eligible
Retirement Retiree Earmarked [Eliminations

Fund Health Care
As of September 30 Fund

Balance Sheet

Assets

Fund balance with Treasury | $ 175 | $ 5.0 $ 2,237.7 $ 0.0 $ 2,260.2

Investments 253,046.7 134,291.6 7,170.2 0.0 394,508.5

Accounts and Interest 245 125 551.2 (5.8) 582.4

Receivable

Other Assets 0.0 0.0 1,999.5 0.0 1,999.5
Total Assets $ 253,088.7 $ 134,309.1 $ 11,9586 | $ (5.8) $ 399,350.6
Liabilities and Net Position

Military Retirement Benefits

and Other Federal $1,154,108.1 | $ 500,819.2 $ 31053 | $ 0.0 | $1,658,032.6

Employment Benefits

Other Liabilities 1.8 199.8 810.3 (85.7) 926.2
Total Liabilities ‘ $1,154,109.9 $ 501,019.0 $ 39156 $ (85.7)  $1,658,958.8

Unexpended Appropriations | $ 00| $ 00| $ 49 | % 00| $ 4.9

Cumulative Results of

Operations (901,021.2) (366,709.9) 8,038.1 (86,232.0) | $(1,345,925.0)
;gts"’i"ti'a':‘b”'“es e e $ 2530887 ¢ 134309.1 $ 11,9586 $ (86,317.7) $ 313,038.7
Statement of Net Cost

Program Costs $ 1710775 | $ (8429.7) | $ 22529 | $ (2,524.3) | $ 162,376.4

Less Earned Revenue (80,659.5) (32,657.2) (1,206.9) 89,991.0 (24,532.6)

Net Program Costs 90,418.0 (41,086.9) 1,046.0 87,466.7 137,843.8
Net Cost of Operations $ 90,4180 $ (41,086.9) $ 1,046.0 $ 87,466.7 $ 137,843.8
Statement of Changes in Net Position _

E‘gﬁiggs'“on Beginning ofthe | ¢ 510 603.2) $ (407,796.8) $ 65869 $ 00 $(1,211,813.1)

Net Cost of Operations 90,418.0 (41,086.9) 1,046.0 87,466.7 137,843.8

Budgetary Financing Sources 0.0 0.0 2,950.3 1,229.6 4,179.9

Other Financing Sources 0.0 0.0 (448.2) 5.1 (443.1)
Change in Net Position $ (90,418.0)) $ 41,0869 $ 1,456.1 $ (86,232.0) $ (134,107.0)
Net Position End of Period $ (901,021.2) $ (366,709.9) $ 8,043.0 $ (86,232.0) $(1,345,920.1)
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Other Disclosures

The SFFAS No. 27, Identifying and Reporting Earmarked Funds, requires the disclosure of
Earmarked Funds separate from All Other Funds on the SCNP and Balance Sheet. Funds must
meet three criteria to be classified as earmarked: (1) a statute committing use of specifically-
identified revenues for designated purposes, (2) explicit authority to retain the revenues, and
(3) a requirement to account and report on the revenues. The Department’s earmarked funds
are either special or trust funds and use both receipt and expenditure accounts to report activity
to the U.S. Treasury. There have been no changes in legislation that significantly changed the
purposes of the funds.

The Total column is shown as consolidated and relates only to Earmarked Funds. The
Eliminations column includes eliminations associated with Earmarked Funds and excludes the
offsetting eliminations from All Other Funds. This exclusion causes assets to not equal liabilities
and net position in the note. However, the amounts in the Total column equal the amounts
reported for Earmarked Funds on the Balance Sheet.

The SFFAS No. 27 requires the presentation of gross amounts of Earmarked Funds separate
from All Other (nonearmarked) Funds. Cumulative Results of Operations ending balances for
Earmarked Funds on the SCNP do not agree with the Cumulative Results of Operations for
Earmarked Funds reported on the Balance Sheet because the Cumulative Results of
Operations on the Balance Sheet are presented net of eliminations, whereas the SCNP
presents Cumulative Results of Operations gross.

Military Retirement Fund, 10 United States Code (USC) 1461. The MRF accumulates funds in
order to finance, on an actuarially sound basis, the liabilitties of the Department’s military
retirement and survivor benefit programs. Financing sources for the MRF are interest earnings on
Fund assets, monthly Department contributions, and annual contributions from the U.S. Treasury.
The monthly Department contributions are calculated as a percentage of basic pay. The
contribution from the U.S. Treasury represents the amortization of the unfunded liability for service
performed prior to October 1, 1984, plus the amortization of actuarial gains and losses that have
arisen since then. The U.S. Treasury annual contribution also includes the normal cost amount
for the concurrent receipt provisions of the FY 2004 National Defense Authorization Act.

Medicare-Eligible Retiree Health Care Fund, 10 USC 1111. The MERHCF accumulates funds
to finance, on an actuarially sound basis, liabilities of the Department and the uniformed
services health care programs for qualified Medicare-eligible beneficiaries. Financing sources
for MERHCF are provided primarily through an annual actuarial liability payment from the U.S.
Treasury, annual contributions from each Uniformed Service (Army, Navy, Air Force, Marine
Corps, U.S. Coast Guard, National Oceanic and Atmospheric Administration, and U.S. Public
Health Service) and interest earned from the Fund's investments.

Other Earmarked Funds

Special Recreation Use Fees, 16 USC 4061-6a note. The USACE is granted the authority to
charge and collect fair and equitable Special Recreation Use Fees at campgrounds located at
lakes or reservoirs that are under the jurisdiction of USACE. Types of allowable fees include
daily use fees, admission fees, recreational fees, annual pass fees, and other permit type fees.
The receipts are used for the operation and maintenance of the recreational sites.

Hydraulic Mining in California, Debris, 33 USC 683. Operators of hydraulic mines through
which debris flows in part or in whole to a body restrained by a dam or other work erected by the
California Debris Commission are required to pay an annual tax as determined by the
Commission. Taxes imposed under this code are collected and expended under the
supervision of USACE and the direction of the Department of the Army. The funds are used for
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repayment of funds advanced by the Federal government or other agencies for construction,
restraining works, settling reservoirs, and maintenance.

Payments to States, Flood Control Act of 1954, 33 USC 701c-3. Seventy-five percent of all
funds received and deposited from the leasing of lands acquired by the United States for flood
control, navigation, and allied purposes (including the development of hydroelectric power) are
returned to the state in which the property is located. USACE collects lease receipts into a receipt
account. Funds are appropriated for the amount of receipts the following fiscal year. The funds
may be expended by the states for the benefit of public schools and public roads of the counties in
which such property is situated, or for defraying any of the expenses of county government.

Maintenance and Operation of Dams and Other Improvements of Navigable Waters, 16
USC 803(f) and 810. When a reservoir or other improvement is constructed by the U.S., the
Federal Energy Regulatory Commission (FERC) assesses charges against licensees directly
benefited. The statute requires all proceeds from any Indian reservation be placed to the credit of
the Indians of the reservation. All other charges arising from licenses, except those charges
established by the FERC for administrative reimbursement, are paid to the U.S. Treasury and
allocated for specific uses. The Army is allocated 50 percent of charges from all licenses, except
licenses for the occupancy and use of public lands and national forests. These funds are
deposited in a special fund and used for maintenance, operation, and improvement of dams and
other navigation structures that are owned by the United States, or in construction, maintenance,
or operation of headwater, or other improvements to navigable waters of the United States.

Fund for NonFederal Use of Disposal Facilities (for dredged material), 33 USC 2326. Any
dredged material disposal facility under the jurisdiction of, or managed by, the Secretary of the
Army may be used by a nonfederal interest if the Secretary determines that such use will not
reduce the availability of the facility for project purposes. Fees may be imposed to recover capital,
operation, and maintenance costs associated with such use. Any monies received through
collection of fees under this law shall be available to, and used by, the Secretary of the Army for
the operation and maintenance of the disposal facility from which the fees were collected.

South Dakota Terrestrial Wildlife Habitat Restoration Trust Fund, Public Law 106-53 Sec. 603.
Yearly transfers are made from the General Fund of the U.S. Treasury to the Trust Fund for
investment purposes. Investment activity is managed by the Bureau of the Public Debt (BPD).
The BPD purchases and redeems nonmarketable market-based securities. Investments include
one-day certificates, bonds, and notes. When the fund reaches the aggregate amount of $108
million, withdrawals may be made by USACE for payment to the State of South Dakota. The
state uses the payments to fund annually-scheduled work for wildlife habitat restoration.

Costal Wetlands Restoration Trust Fund and Costal Wetlands Planning, Protection, and
Restoration Act, 16 USC 3951-3956. USACE (along with the Environmental Protection
Agency, and the Fish and Wildlife Service) is granted the authority to work with the State of
Louisiana to develop, review, evaluate, and approve a plan to achieve a goal of "no net loss of
wetlands" in coastal Louisiana. USACE is also responsible for allocating funds among the
named task force members. Federal contributions are established at 75 percent of project costs
or 85 percent if the state has an approved Coastal Wetlands Conservation Plan.

Rivers and Harbors Contributed and Advance Funds, 33 USC 701h, 702f, and 703.
Whenever any state or political subdivision offers to advance funds for a flood control project
duly adopted and authorized by law, the Secretary of the Army may, in his discretion, receive
such funds and expend them in the immediate prosecution of such work. The funding may be
used to construct, improve, and maintain levees, water outlets, flood control, debris removal,
rectification and enlargement of river channels, etc. in the course of flood control and river and
harbor maintenance.
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Inland Waterways Trust Fund, 26 USC 9506. This law made the Inland Waterways Trust Fund
available for USACE expenditures for navigation, construction, and rehabilitation projects on
inland waterways. Collections for excise taxes from the public are made into the Trust Fund.
The collections are invested and investment activity is managed by the BPD. The BPD
purchases and redeems nonmarketable market-based securities. Investments include one-day
certificates, bonds, and notes.

Harbor Maintenance Trust Fund, 26 USC 9505. The USACE Civil Works mission is funded by
the Energy and Water Development Appropriations Act. The Water Resources Development
Act of 1986 covers a portion of USACE operations and maintenance costs for deep draft
navigation. The Harbor Maintenance Trust Fund is available for making expenditures to carry
out the functions specified in the Act and for the payment of all expenses of administration
incurred by the U.S. Treasury, USACE, and the Department of Commerce. Collections are
made into the Trust Fund from taxes collected from imports, domestics, passengers, and foreign
trade. The collections are invested and investment activity is managed by the BPD.

Foreign National Employees Separation Pay Account Trust Fund, 10 USC 1581. This fund
makes payments from amounts obligated by the Secretary of Defense that remain unexpended
for separation pay for foreign national employees of the Department. The foreign national
employees’ separation pay funded by Foreign Military Sales administrative funds is maintained
as a separate fund.

Defense Commissary Agency Surcharge Trust Fund, 10 USC 2685. This fund was
established as the repository for the surcharge on sales of commissary goods paid for by
authorized patrons to finance certain operating expenses and capital purchases of the
Commissary System, which are precluded by law from being paid with appropriated funds.
Most surcharge revenue is generated by the 5 percent surcharge applied to each sale. These
funds may be used to pay for commissary store-related information technology investments, to
purchase commissary equipment, to finance advance design modifications to prior year
projects, for both minor and major construction projects, and to maintain and repair commissary
facilities and equipment.

Education Benefit Fund, 10 USC 2006. This fund was established to finance, on an
actuarially sound basis, the liabilities of the Department’s education benefit programs for current
and former active duty, guard, and reserve members of the armed forces, and members of the
Coast Guard. Financing sources for the Education Benefit Fund are interest earnings on Fund
assets and monthly Department contributions.

Voluntary Separation Incentive Fund, 10 USC 1175. This fund was established to finance,
on an actuarially sound basis, the liabilities of the Department’'s incentive program for early
separation from military service. Financing sources for the Voluntary Separation Incentive Fund
are interest earnings on Fund assets and annual Department contributions

Military Housing Privatization Initiative, Public Law 104-106, Section 2801. The MHPI
includes both direct loan and loan guarantee programs, is authorized by the National Defense
Authorization Act for FY 1996, and includes a series of authorities that allow the Department to
work with the private sector to renovate and build military family housing. The MHPI
accelerates the construction of new housing built to market standard and leverages private
sector capital with government dollars. The Department provides protection to the private
sector partner against specific risks, such as base closure or member deployment.

Armament Retooling and Manufacturing Support Initiative, 10 USC 4551-4555. The
Armament Retooling and Manufacturing Support Initiative is a loan guarantee program designed
to incentivize commercial use of the Army's inactive ammunition plants for businesses willing to
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locate to a government ammunition production facility. The production capacity of these
facilities is greater than current military requirements, however, this capacity may be needed in
the future. Revenue from property rentals are used to pay for the operation, maintenance and
environmental cleanup at the facilities.

Note 24. Fiduciary Activities

Schedule of Fiduciary Activity Dollars in Millions
As of September 30 2009
Fiduciary net assets, beginning of year $ 166.4
Contributions 264.6
Investment earnings 17.0
Distributions to and on behalf of beneficiaries (260.6)
Increase/(Decrease) in fiduciary net assets $ 21.0
Fiduciary net assets, end of period | $ 187.4

As of September 30 2009

Fiduciary Assets
Cash and cash equivalents \ $ 187.4
Total Fiduciary Net Assets | $ 187.4

Fiduciary activities exist when the Department has collected, received, held, or made disposition
of assets on behalf of an individual or nonfederal entity. Fiduciary assets are not recognized on
the Balance Sheet.

Public Law 89-538 authorized the Department, through the Savings Deposit Program, to collect
voluntary contributions from members of the Armed Forces serving outside the United States or
its possessions in designated areas. These contributions and earned interest are deposited in
the U.S. Treasury on behalf of the members.

Note 25. Other Disclosures

Other Disclosures Dollars in Millions

2009— Asset Category |

As of September 30

Entity as Lessee — Operating Leases

Future Payments Due
Fiscal Year 2010 $ 386.4 $ 64.6 $ 110.0 $ 561.0
Fiscal Year 2011 359.2 66.1 114.3 539.6
Fiscal Year 2012 337.3 234 118.8 479.5
Fiscal Year 2013 321.2 5.2 119.1 4455
Fiscal Year 2014 319.8 1.0 123.5 444.3
After 5 Years 770.8 1.0 0.0 771.8

Bﬂf‘ Future Lease Payments ¢ 54947 ¢ 1613 $ 5857 $ 3,241.7
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Operating leases are leases that do not transfer all the benefits and risk of ownership of capital
leases. Payments are charged as expenses over the lease term. Office space is the largest
component of land and building leases. Other leases are generally one-year leases that are not
building or equipment leases. Future year cost projections use the Consumer Price Index.

Note 26. Restatements

The Department restated its financial statements as of September 30, 2008 to correct errors in
assets, liabilities, gross costs, and net position identified during ongoing audit readiness efforts.
Most errors were discovered as a result of data cleansing and reconciliation efforts during
preparation for migration to new accounting and logistics systems and during data reconciliation
following FY 2009 and FY 2008 migration to Enterprise Resource Planning (ERP) systems. The
most material errors related to recognition of payments for shipbuilding procurement costs. A
$1.7 billion adjustment not resulting in restatement was also made for a change in accounting
principle to revalue a portion of the Department’s inventory to moving average cost with the
ongoing implementation of the Logistics Modernization Program ERP system.

Adjustment #1: The Department made corrections to recognize $26.9 billion in assets for
contract financing payments of shipbuilding procurement during the period October 1, 2005
through September 30, 2008. During this period shipbuilding payments meeting the definition of
contract financing payments were incorrectly expensed due to limitations within the
Department’'s legacy accounting and reporting systems. The errors resulted in the
understatement of Other Assets (Nonfederal), Unexpended Appropriations, and Undelivered
Orders — Obligations, Prepaid/Advanced; and the overstatement of Net Cost, Expended
Appropriations, and Delivered Orders — Obligations, Paid in the periods the payments were
made. The corrections resulted in the restatement of the FY 2008 beginning balance of
Cumulative Results of Operations and Unexpended Appropriation for shipbuilding payments
prior to FY 2008 of $19.7 billion and the restatement to reduce FY 2008 net cost by $7.2 billion
for payments that had been expensed in FY 2008. This restatement corrected Other Assets,
Nonfederal on the Balance Sheet; Gross Costs on the Statement of Net Cost; Undelivered
Orders — Obligations, Prepaid/Advanced and Delivered Orders — Obligations, Paid on the
Statement of Budgetary Resources; and Cumulative Results of Operation and Unexpended
Appropriations on the Statement of Changes in Net Position. Related notes restated were:
Note 6, Other Assets and Note 18, General Disclosures Related to the Statement of Net Cost.

Adjustment #2: During the migration to another capital asset system, the Department
identified and restated $9.1 billion in military equipment valued incorrectly in the legacy system.
This restatement decreased General PP&E on the Balance Sheet and Cumulative Results of
Operations on the SCNP. Note 10, General PP&E was also restated.

Adjustment #3: The Department identified $3.4 billion in Inventory and Related Property, Net
overstatements resulting from the incorrect posting of inventory in transit which also understated
net cost of operations. The corrections restated the FY 2008 beginning balance of Cumulative
Results of Operations for incorrect postings prior to FY 2008 of $3.2 hillion and the FY 2008 net
cost by $233.0 million for incorrect postings in FY 2008. The Department restated Inventory
and Related Property, Net on the Balance Sheet and Cumulative Results of Operations on the
Statement of Changes in Net Position. The related notes restated were: Note 9, Inventory and
Related Property, Net and Note 18, General Disclosures Related to the Statement of Net Cost.

Adjustment #4: During the migration to another ERP system, the Department identified and
restated $1.5 billion in gains that were incorrectly recorded as inventory allowances due to
legacy system deficiencies. This restatement corrected Inventory on the Balance Sheet and
Other Financing Sources and Cumulative Results of Operations on the Statement of Changes in
Net Position. Note 9, Inventory and Related Property was also restated.

75



Department of Defense Agency Financial Report for FY 2009

Adjustment #5: The Department made corrections to recognize $1.1 billion in Construction-in-
Progress payments made for the Pentagon Reservation Maintenance Fund through
September 30, 2008. During this period payments were expensed in error. The errors resulted
in the understatement of PP&E and the overstatement of Net Cost in the periods the payments
were made. The corrections restated the FY 2008 beginning balance of Cumulative Results of
Operations for payments prior to FY 2008 of $1.1 billion and the FY 2008 net cost by $27.9
million for payments expensed in FY 2008. This corrected General PP&E on the Balance
Sheet; Gross Costs on the Statement of Net Cost; and Cumulative Results of Operation on the
Statement of Changes in Net Position. Related notes restated were: Note 10, General Property,
Plant and Equipment and Note 18, General Disclosures Related to the Statement of Net Cost.

Adjustment #6: While migrating from a manual to an automated interface between budget
execution and financial statement reporting systems, the Department identified $697.7 million in
errors in ending FY 2008 account balances. To correct the errors, the Department restated
Accounts Receivable, General PP&E, Other Assets, Accounts Payable and Other Liabilities
(Nonfederal and Intragovernmental) on the Balance Sheet; and Unexpended Appropriations and
Cumulative Results of Operation on the Statement of Changes in Net Position. Related notes
restated were: Note 2, Nonentity Assets; Note 5, Accounts Receivable; Note 6, Other Assets;
Note 10, General Property, Plant, and Equipment; Note 12, Accounts Payable; and Note 15,
Other Liabilities.

Adjustment #7: The Department identified $494.7 million overstatement in Inventory and
Related Property, Net resulting from the incorrect posting of inventory in transit. The
Department restated Inventory and Related Property, Net on the Balance Sheet and Cumulative
Results of Operations on the Statement of Changes in Net Position. Note 9, Inventory and
Related Property was also restated.

Adjustment #8: The Department recognized a $1.1 billion prior period adjustment to correct
understated Accounts Payable (Nonfederal) and related expenses for FY 2008. The
Department also corrected the methodology for reporting accruals for undistributed
disbursements to prevent the understatement, beginning in FY 2009. This adjustment
increased Accounts Payable, (Nonfederal), Net Cost, Expended Appropriations, and Delivered
Orders - Obligations, Unpaid; and decreased Unexpended Appropriations, and Undelivered
Orders - Obligations, Unpaid. Related notes restated were: Note 12, Accounts Payable and
Note 18, General Disclosures Related to the Statement of Net Cost.

Effect on Comparative Balances

FY 2009 Statement of Changes in Net Position Dollars in Billions
Cumulative Results of Operations FY 2009
Changes in Accounting Principles (No restatement) $ 1.7
Correction of Errors (+/-) Adjustment #2 (9.1)
Correction of Errors (+/-) Adjustment #3 (3.4)
Correction of Errors (+/-) Adjustment #4 15
Correction of Errors (+/-) Adjustment #5 1.1
Correction of Errors (+/-) Adjustment #6 (0.2)
Correction of Errors (+/-) Adjustment #7 (0.5)
Beginning balance adjustments $ (8.8)
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FY 2009 Statement of Changes in Net Position Dollars in Billions

Unexpended Appropriations

Correction of Errors — Adjustment #1 $ 27.2
Correction of Errors — Adjustment #8 (1.2)
Beginning balance adjustments $ 26.1

Effect on Comparative Balances

FY 2008 Balance Sheet Dollars in Billions

Inventory — Adjustment #3 $ (3.4)
Inventory — Adjustment #4 15
Inventory — Adjustment #7 (0.5)
General PP&E Net — Adjustment #2 (9.1)
General PP&E Net — Adjustment #5 1.1
Other Assets (Nonfederal) — Adjustment #1 26.9
Total Assets $ 16.5
Other Liabilities (Intergovernmental) — Adjustment #6 $ 0.3
Accounts Payable (Nonfederal) — Adjustment #6 (0.5)
Accounts Payable (Nonfederal) — Adjustment #8 1.1
Total Liabilities $ 0.9
Net Position $ 15.6
Gross Costs — Adjustment #1 $ (7.2)
Gross Costs — Adjustment #3 0.2
Gross Costs — Adjustment #8 1.1
Net Cost of Operations $ (5.9)
FY 2008 Statement of Changes in Net Position Dollars in Billions
Cumulative Results of Operations
Correction of Errors (+/-) Adjustment #2 $ (9.2)
Correction of Errors (+/-) Adjustment #3 3.2)
Correction of Errors (+/-) Adjustment #4 0.7
Correction of Errors (+/-) Adjustment #5 11
Correction of Errors (+/-) Adjustment #6 (0.2)
Budgetary Financing Sources:

Appropriations used — Adjustment #1 $ (7.2)

Appropriations used — Adjustment #8 11
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FY 2008 Balance Sheet Dollars in Billions

Other Financing Sources:

Other (+/-) — Adjustment #4 0.8

Other (+/-) — Adjustment #7 (0.5)
Total Financing Sources $ (5.8)
Net Cost of Operations Adjustment #1 $ (7.2)
Net Cost of Operations Adjustment #3 0.2
Net Cost of Operations Adjustment #8 11
Net Change $ 0.1
Cumulative Results $ (10.5)

Unexpended Appropriations

Correction of Errors — Adjustment #1 $ 19.7

Correction of Errors — Adjustment #6 0.3

Budgetary Financing Sources:

Appropriations Used — Adjustment #1 7.2
Appropriations Used — Adjustment #8 (1.2)
Total Budgetary Financing Sources $ 6.1
Unexpended Appropriations $ 26.1
Net Position $ 15.6
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Required Supplementary Stewardship Information

Federal financial reporting requires DoD to report on its stewardship over certain resources that
cannot be measured in traditional financial reports. These resources do not meet the criteria for
assets and liabilities required to be reported in the financial statements, but are important to
understand the operations and financial condition of DoD at the date of the financial statements
and in subsequent periods.

The Department’s stewardship investments are comprised of, and are measured in terms of,
expenses incurred for. 1) federally-financed, but not federally-owned, physical property
(Nonfederal Physical Property); and 2) federally-financed research and development (Research
and Development (R&D)). Information on additional reporting requirements for Nonfederal
Physical Property and R&D follows.

NONFEDERAL PHYSICAL PROPERTY

The Nonfederal Physical Property investments support the purchase, construction, or major
renovation of physical property owned by state and local governments. In addition, Nonfederal
Physical Property investments include federally-owned physical property transferred to state
and local governments.

Nonfederal Physical Property
Department of Defense Consolidated — Nonfederal Physical Property

Yearly Investments in State and Local Governments
For Fiscal Years 2009 through 2005

Transferred Assets:

Dollars in Millions

National Defense Mission Related $ 12247 | $ 1,169.2 | $1,051.0 $1,2955 | $1,394.7
Funded Assets:

National Defense Mission Related 26.7 19.6 2.8 8.5 8.3
Total $ 12514  $ 1,188.8 $1,053.8 $1,304.0 $1,403.0

INVESTMENTS IN RESEARCH AND DEVELOPMENT

Investment values included in this report are based on R&D expenses. The R&D programs are
classified in the following categories: Basic Research, Applied Research, and Development.
The amounts reported in the Investments in R&D table show outlays from FY 2005 — FY 2009
for all DoD Components. The definition for each type of R&D Category and Subcategories are
explained below.

Basic Research is the systematic study to gain knowledge or understanding of the fundamental
aspects of phenomena and of observable facts without specific applications, processes, or
products in mind. Basic Research involves the gathering of a fuller knowledge or understanding
of the subject under study. Major outputs are scientific studies and research papers.

Applied Research is the systematic study to gain knowledge or understanding necessary for
determining the means by which a recognized and specific need may be met. It is the practical
application of such knowledge or understanding for the purpose of meeting a recognized need.
This research points toward specific military needs with a view toward developing and
evaluating the feasibility and practicability of proposed solutions and determining their
parameters. Major outputs are scientific studies, investigations, and research papers, hardware
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components, software codes, and limited construction of, or part of, a weapon system, to
include non-system-specific development efforts.

Development takes what has been discovered or learned from basic and applied research and
uses it to establish technological feasibility, assessment of operability, and production capability.
Development consists of the five stages defined in the Investments in R&D table.

Advanced Technology Development is the systematic use of the knowledge or understanding
gained from research and directed toward proof of technological feasibility and assessment of
producibility rather than directed toward the development of hardware for service use. It
employs demonstration activities intended to prove or test a technology or method.

Advanced Component Development and Prototypes evaluates integrated technologies in an
operating environment as realistic as possible to assess the performance or cost reduction
potential of advanced technology. Programs in this phase are generally system specific. Major
outputs of Advanced Component Development and Prototypes are hardware and software
components and complete weapon systems ready for operational and developmental testing
and field use.

System Development and Demonstration concludes the program or project and prepares it for
production. It consists primarily of preproduction efforts, such as logistics and repair studies.
Major outputs are weapons systems finalized for complete operational and developmental
testing.

Research, Development, Test, and Evaluation Management Support is support for installations
and operations for general research and development use. This category includes costs
associated with test ranges, military construction maintenance support for laboratories,
operation and maintenance of test aircraft and ships, and studies and analyses in support of the
Research and Development program.

Operational Systems Development is concerned with development projects in support of
programs or upgrades still in engineering and manufacturing development stages which have
received approval for production and production funds have been budgeted in subsequent fiscal
years.
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Investments in Research and Development (R&D)
Department of Defense Consolidated

Yearly Investments in Research and Development ‘

For the Current and Four Preceding Fiscal Years Dollars in Millions

Categories 2009 2008 2007 FY 2006 FY 2005

Advanced Technology
Development

Advanced Component
Development and 12,148.3 15,410.6 14,109.6 11,906.9 12,793.3
Prototypes

System Development
and Demonstration

2,263.2 5,977.9 6,019.7 5,737.4 5,795.2

21,501.9 18,052.9 16,737.8 13,209.8 12,253.1

Research,
Development, Test
and Evaluation
Management Support

Operational Systems
Development

Totals: $86,270.3 $70,317.8 $61,200.4 $46,265.3 $45,784.0

5,141.3 5,471.0 4,705.4 3,736.0 3,590.6

42,450.6 20,246.7 13,525.1 5,509.8 5,334.6
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Required Supplementary Information
REAL PROPERTY DEFERRED MAINTENANCE

This section includes the deferred maintenance information and Statement of Disaggregated

Budgetary Resources.

Real Property Deferred Maintenance and Repair
For Fiscal Year Ended September 30, 2009

Dollars in Millions

Property Type Current Fiscal Year (CFY)
1. Plant 2. Required Work 3. Percentage
Replacement (Deferred Maintenance
Value & Repair)
1. Category 1 $557,465 $68,048 12%
2. Category 2 $47,238 $7,859 17%
3. Category 3 $43,871 $9,249 21%

The deferred maintenance amount is based on facility Q-ratings found in the Department’s real
property inventory. Q-ratings represent work needed to bring a facility to a fully serviceable
condition with no repair needs. The reported deferred maintenance is the difference between
the facility Q-rating and the target Q-rating that represents the acceptable operating condition
established by each Component within the Department. The percentage column reflects the
percent of total plant replacement value for each category represented by deferred maintenance.

Facility Categories are as follows:

o Category 1: Buildings, Structures, and Utilities that are enduring and required to support an
ongoing mission, including multi-use Heritage Assets.

e Category 2: Buildings, Structures, and Utilities that are excess to requirements or planned
for replacement or disposal, including multi-use Heritage Assets.

e Category 3: Buildings, Structures, and Utilities that are Heritage Assets.

MILITARY EQUIPMENT DEFERRED MAINTENANCE

Depot maintenance requirements for military equipment are developed during the annual
budget process. The table below shows the deferred unfunded requirements for the depot
maintenance program.

Military Equipment Deferred Maintenance

Dollars in Million

For Fiscal Year Ended September 30, 2009

Major Categories

1. Aircraft $1,180.3
2. Automotive Equipment $102.3
3. Combat Vehicles $504.3
4. Construction Equipment $49.6
5. Electronics and Communications Systems $433.3
6. Missiles $116.8
7. Ships $187.1
8. Ordnance Weapons and Munitions $65.5
9. General Purpose Equipment $446.7
10. All Other Items Not Identified to above Categories $83.7
Total $3,169.6
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Statement Of Disaggregated Budgetary

Medicare-
Resources

Eligible
Retiree
Health Care
Fund

Research,
Development,
Test and
Evaluation

For the Years Ended September 30, 2009 and 2008 Military
Retirement

Fund

Dollars in Millions

Budgetary Financing Account

Civil
Works

Operation
and
Maintenance

Procurement

Military
Personnel

I

Military
Construction/
Family
Housing

Working
Capital
Funds

2009
Combined

2008
Combined

Unobligated balance, brought forward, October 1 $ 0.0 $ 0.0 $ 16,505.0 $ 11,692.7 $ 10,628.8 $ 65,031.0 $ 819.5 $ 11,3791 $ 74191 $ 12,1946 $ 135,669.8 $ 111,980.6
Recoveries of prior year unpaid obligations 0.0 0.0 3,871.7 689.4 22,7111 11,566.7 15,7121 3,541.4 3,406.8 1,773.7 63,272.9 49,744 .1
Budget authority
Appropriation 75,145.3 22,396.7 78,227.3 17,012.8 268,820.3 127,678.6 144,786.6 18,268.4 2,351.0 100,877.3 855,564.3 859,403.8
Contract authority 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 67,626.3 0.0 67,626.3 78,927.8
Spending authority from offsetting collections
Earned
Collected 0.0 0.0 9,602.2 11,886.1 26,850.3 3,496.6 1,019.7 7,480.3 116,807.2 1,001.1 178,143.5 174,493.0
Change in receivables from Federal sources 0.0 0.0 420.8 (83.8) 1,023.6 60.7 22.1 (12.4) (147.8) (94.8) 1,188.4 791.8
Change in unfilled customer orders
Advance received 0.0 0.0 246.5 259.2 7.7 (44.3) 0.0 282.3 104.3 175.3 1,031.0 753.2
Without advance from Federal sources 0.0 0.0 (749.9) (2,080.9) 183.4 316.2 7.4 418.8 1,749.6 67.1 (88.3) 5,679.1
Expenditure transfers from trust funds 0.0 0.0 0.0 862.5 0.0 0.0 0.0 0.0 0.0 0.0 862.5 766.0
Subtotal 75,145.3 22,396.7 87,746.9 27,855.9 296,885.3 131,507.8 145,835.8 26,437.4 188,490.6 102,026.0 1,104,327.7 1,120,814.7
2‘,?; gé?f:,diture transfers, net, anticipated 0.0 0.0 (120.8) 170.5 4,463.3 4,957.3 1,212.3 (325.9) (1,274.3) (9,098.1) (15.7) (264.1)
;ﬁmﬁﬂﬂy not available pursuant to (24,841.3) (14,106.1) 0.0 (10.0) 0.0 0.0 0.0 0.0 0.0 (233.0) (39,190.4) (59,949.4)
Permanently not available 0.0 0.0 (2,269.2) (4.1) (7,708.5) (2,378.7) (628.8) (229.5) (71,664.7) (1,085.8) (85,969.3) (85,156.8)
Total Budgetary Resources $ 50,304.0 $ 82906 $ 105,733.6 $ 40,3944 $ 326,980.0 $ 210,684.1 $ 162,950.9 $ 40,802.5 $ 126,377.5 $ 1055774 $1,178,095.0 $1,137,169.1
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Status Of Budgetary Resources Medicare-
For the Years Ended September 30, 2009 and 2008 - Ellg.lble Research, . M"'tarY .
e Military Retiree Development, Operation Construction/| Working
Dollars in Millions Retirement | Health Care Test and and Military Family Capital 2009 2008
Fund Fund Evaluation Civil Works ‘ Maintenance | Procurement | Personnel Housing Funds Other Combined Combined
Direct $ 50,304.0 $ 8,290.6 $ 80,445.6 $ 12,428.7 $ 285,501.9 $ 142,182.7 $ 160,105.4 $ 15,229.1 $ 1,573.1 $ 92,835.1 $ 848,896.2 $ 811,662.0
Reimbursable 0.0 0.0 10,480.0 10,621.2 28,343.5 3,379.9 1,052.2 10,361.4 117,792.6 1,240.8 183,271.6 189,837.4
Subtotal 50,304.0 8,290.6 90,925.6 23,049.9 313,845.4 145,562.6 161,157.6 25,590.5 119,365.7 94,075.9 1,032,167.8 1,001,499.4
Apportioned 0.0 0.0 13,450.4 16,266.7 4,692.3 63,530.4 523.7 14,788.5 5,149.2 9,647.4 128,048.6 120,047.8
Exempt from apportionment 0.0 0.0 0.0 1,077.7 0.0 0.0 0.0 0.0 1,886.0 409.8 3,373.5 1,060.7
Subtotal 0.0 0.0 13,450.4 17,344.4 4,692.3 63,530.4 523.7 14,788.5 7,035.2 10,057.2 131,422.1 121,108.5
Unobligated balance not available 0.0 0.0 1,357.6 0.1 8,442.3 1,591.1 1,269.6 423.5 (23.4) 1,444.3 14,505.1 14,561.2
Total status of budgetary resources 50,304.0 $ 8,290.6 $ 105,733.6 $ 40,3944 $ 326,980.0 $ 210,684.1 $ 162,950.9 $ 40,802.5 $ 126,377.5 $ 105,577.4 $1,178,095.0 $1,137,169.1
Obligated balance, net
Jnpaid obligations, brought forward, $ 33502 $ 2401 $ 40,306.8 $ 93929 $ 1221071 $ 148,367.0 $ 86588  $ 21,547.8 $ 584212  $ 197176 $ 4321185 $ 372,558.6
Less: Uncollected customer payments from
Federal sources, brought forward. October 1 0.0 0.0 (5,473.0) (5,418.0) (13,021.2) (3,603.1) 38.6 (9,005.4) (29,997.5) (122.6) (66,602.2) (60,131.3)
Total unpaid obligated balance $ 3,359.2 $ 240.1 $ 34,833.8 $ 3,974.9 $ 109,085.9 $ 144,763.9 $ 8,697.4 $ 12,542.4 $ 28,423.7 $ 19,595.0 $ 365,516.3 $ 312,427.3
Obligations incurred net 50,304.0 8,290.6 90,925.6 23,049.9 313,845.4 145,562.6 161,157.6 25,590.5 119,365.7 94,075.9 1,032,167.8 1,001,499.4
Less: Gross outlays (49,964.5) (8,357.6) (84,681.5) (20,453.8) (281,916.2) (128,776.9) (144,622.1) (17,339.0) (118,287.4) (92,541.6) (946,940.6) (892,195.4)
Obligated balance transferred, net 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Less: Recoveries of prior year unpaid
ob"gaﬂonsi"ac'tual prior year unpal 0.0 0.0 (3,871.7) (689.4) (22,711.1) (11,566.7) (15,712.1) (3,541.4) (3,406.8) (1,773.7) (63,272.9) (49,744.1)
Change in uncollected customer payments
from Poderal Sources 0.0 0.0 329.1 (2,164.7) (1,207.1) (376.9) (29.5) (406.5) (1,601.8) 28.0 (1,100.0) (6,470.9)
Obligated balance, net, end of period
Unpaid obligations 3,698.7 1731 42,679.2 11,299.6 131,325.2 153,586.0 9,482.2 26,257.9 56,092.7 19,478.2 454,072.8 432,118.5
Less: Uncollected customer payments
(+1-) from Federal sources 0.0 0.0 (5,143.9) (3,253.3) (14,228.3) (3.080.0) 9.1 (9,411.9) (31,599.3) (94.6) (67,702.2) (66,602.2)
ggéa(')'f“p"ef’rfgg°b'igated balance, net, $ 3,608.7 $ 1731 § 37,535.3 $ 80463 § 117,0069 $ 149,606.0 $ 94913 § 168460 $ 244934 $ 193836 $ 386,370.6 $ 365516.3
Net Outlays:
Gross outlays $ 49,964.5 $ 8,357.6 $ 84,6815 $ 20,453.8 $ 281,916.2 $ 128,776.9 $ 144,622.1 $ 17,339.0 $ 118,287.4 $ 92,541.6 $ 946,940.6 $ 892,195.4
Less: Offsetting collections 0.0 0.0 (9,848.7) (13,007.8) (26,858.0) (3,452.3) (1,019.7) (7,762.6) (116,911.5) (1,176.5) (180,037.1) (176,012.2)
Less: Distributed Offsetting receipts (51,125.0) (11,752.4) 0.0 (583.2) 0.0 0.0 0.0 0.0 0.0 (2,451.5) (65,912.1) (70,247.6)
Net Outlays $ (1,160.5) $ (3,394.8) $ 74,832.8 $ 6,862.8 $ 255,058.2 $ 125,324.6 $ 143,602.4 $ 9,576.4 $ 1,375.9 $ 88,913.6 $ 700,991.4 $ 645,935.6
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Combined Statement Of Budgetary Non Budgetary
Resources

]
For the Years Ended September 30, 2009 and 2008 . .
P Other 2009 Combined 2008 Combined
Dollars in Millions

Non Budgetary Financing Accounts

Recoveries of prior year unpaid obligations 475 475 0.0
Budget authority
Borrowing authority 58.4 58.4 130.0

Spending authority from offsetting collections

Earned

Collected 451 451 53.9

Change in unfilled customer orders

Without advance from Federal sources (10.8) (10.8) 12.6
Subtotal 92.7 92.7 196.5
Permanently not available (0.1) (0.1) (27.6)
Total Budgetary Resources $ 166.4 $ 166.4 $ 1944
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Statement of Disaggregated
Budgetary Resources

For the Years Ended September 30, 2009
and 2008

Dollars in Millions

Non Budgetary Financing Accounts

Non Budgetary

2009 Combined

2008 Combined

of period

Direct $ 1427 $ 1427 $ 168.1
Subtotal $ 1427 $ 1427 $ 168.1
Apportioned 0.3 0.3 0.3
Subtotal 0.3 0.3 0.3
Unobligated balance not available 23.4 23.4 26.0
Total status of budgetary resources $ 166.4 $ 166.4 $1944
Obligated balance, net
Unpaid obligations, brought forward,
October 1 $872.9 $872.9 $768.0
Less: Uncollected customer payments from
Federal sources, brought forward, October 1 (143.0) (143.0) (130.4)
Total unpaid obligated balance $729.9 $729.9 $ 637.6
Obligations incurred net 142.7 142.7 168.1
Less: Gross outlays (197.7) (197.7) (63.2)
Less: Recoveries of prior year unpaid
obligations, actual (47.5) (47.5) 0.0
Change in uncollected customer payments
from Federal sources 10.8 10.8 (12.6)
Obligated balance, net, end of period
Unpaid obligations 770.4 770.4 872.9
Less: Uncollected customer payments
(+/-) from Federal sources (132.2) (132.2) (143.0)
Total, unpaid obligated balance, net, end $ 638.2 $ 638.2 $ 729.9

Net Outlays:

Gross outlays $ 197.7 $ 197.7 $ 63.2
Less: Offsetting collections (45.1) (45.1) (53.9)
Net Outlays $ 152.6 $ 152.6 $ 93

86




WELCOME TO THE
DEPARTMENT OF DEFENSE

We are interested in your feedback
regarding the content of this report.

Please feel free to send your comments
or requests for copies of this report to

DoDAFR@osd.mil
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United States Department of Defense
Office of the Under Secretary of Defense (Comptroller)
1100 Defense Pentagon
Washington, DC 20301-1100

You may also view this document at:
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