	Note 1.
	Significant Accounting Policies


1.A.  Basis of Presentation

 These financial statements were prepared to report the financial position, net cost, changes in net position, budgetary resources, and reconciliation of net cost to budgetary resources of the Defense Logistics Agency (DLA) that are financed by the Defense-wide Working Capital Fund (WCF), as required by the Chief Financial Officers (CFO) Act of 1990, expanded by the Government Management Reform Act (GMRA) of 1994, and other pertinent legislation.  It does not include DLA operations funded through direct or general appropriations; or the Stockpile, which is a non-working capital revolving fund.  The financial statements have been prepared by the Defense Finance and Accounting Service (DFAS) from DLA and DFAS books and records according to the “Department of Defense Financial Management Regulation” (DoDFMR) as adapted from the Office of Management and Budget (OMB) Bulletin No. 01-09, “Form and Content of Agency Financial Statements,” and to the extent possible federal generally accepted accounting principles (Federal GAAP).

The DLA is unable to fully implement all elements of Federal GAAP and OMB Bulletin No. 01-09 due to limitations of its financial management processes and systems, including non-financial feeder systems and processes.  Preparing reliable financial statements also depends on the adequacy of the systems and processes used by DFAS, which are also not fully compliant with Federal accounting and system requirements.  Reported values and information for the DLA major asset and liability categories are derived largely from non-financial feeder systems, such as acquisition, property, and logistic systems.  These systems were designed to support reporting requirements that focused on asset accountability and funds control rather than to support preparation of financial statements.  The DLA and DFAS continue to implement process and system improvements to address the system and process limitations as they relate to complying with Federal GAAP and OMB Bulletin No. 01-09. 

1.B.  Mission of the Reporting Entity
The DLA mission is to provide the best value logistics solution to meet the needs of America’s armed forces around the clock and around the world, in times of peace, national emergency, and war.  Support begins with joint planning for parts used in new weapons systems, extends through production and contract support, distribution and warehousing, and concludes with the disposal of materiel that is obsolete, worn out, or no longer needed.  DLA provides supply support, technical/logistics services and quality support to all branches of the military.  The services it provides fall into the following Defense WCF activity groups: Supply Management, Distribution, Reutilization and Marketing Service (DRMS), and the Document Automation and Production Service (DAPS).  DLA’s WCF is part of the Defense WCF (DWCF) which includes other Defense Agencies.

1.C.  Appropriations and Funds

DLA received its initial working capital through an appropriation or a transfer of resources from existing appropriations or funds and used those capital resources to finance the initial cost of products and services.  Financial resources to replenish the initial working capital and to permit continuing operations are generated by the acceptance of customer orders and other sources.  Receipts derived from operations generally are available in their entirety for use without further congressional action. 

The Defense-wide WCF operates with financial principles that provide improved cost visibility and accountability to enhance business management and improve the decision making process.  The Fund builds on revolving fund principles previously used for industrial and commercial type activities.  The Defense-wide WCF is also used to fund the operations of other Defense Agencies.

The asset accounts on the statements are categorized as either entity or nonentity.  Entity assets consist of resources that the agency has the authority to use, or where management is legally obligated to use funds to meet entity obligations. Nonentity accounts are assets that are held by an entity but are not available for use in the operations of the entity. 

1.D.  Basis of Accounting
DLA generally records transactions on an accrual basis of accounting as required by Federal GAAP.  However, some of the financial and non-financial feeder systems and processes used to prepare the financial statements are not designed to collect and record financial information on the accrual accounting basis.  Efforts are underway to determine the actions required to bring all of its financial and non-financial feeder systems and processes into compliance with all elements of  Federal GAAP. Until such time that all of the accounting processes and systems are updated to collect and report financial information as required by  Federal GAAP, some of the DLA’s financial data will be based on budgetary data, data calls, and derived from non-financial feeder systems.

1.E.  Revenues and Other Financing Sources
Exchange revenue is recognized at the point when rendered services are completed and billed, or at the point where inventory items are sold.  Certain distribution activity group revenues are recognized based on the actual workload for the period.  These revenues may be billed up to two months after work is performed.  These financial statements include an adjustment to accrue these billings.  Revenue is not earned to offset costs incurred by the DRMS activity group’s transfer and donation programs.

1.F.  Recognition of Expenses
For financial reporting purposes, DoD policy requires the recognition of operating expenses in the period incurred.  However, because the DLA’s financial and nonfinancial feeder systems were not designed to collect and record financial information on the full accrual accounting basis, accrual adjustments are made for major items such as payroll expenses, accounts payable, and environmental liabilities. Expenditures are recognized as expenses in the DLA’s operations when depreciated in the case of PP&E or consumed in the case of OM&S. Net increases or decreases in unexpended appropriations are recognized as change in the net position. Certain expenses, such as civilian and military leave earned but not taken, are financed in the period in which payment is made.

Operating expenses were adjusted as a result of the elimination of balances between DoD Components.  See Note 19.I, Intragovernmental Expenses and Revenue for disclosure of adjustment amounts.
1.G.  Accounting for Intra-governmental Activities
The DLA, as an agency of the federal government, interacts with and is dependent upon the financial activities of the federal government as a whole.  Therefore, these financial statements do not reflect the results of all financial decisions applicable to the DLA as though the agency is a stand-alone entity. 

The DLA’s proportionate share of public debt and related expenses of the federal government are not included.  Debt issued by the federal government and the related costs are not apportioned to federal agencies.  The DLA financial statements, therefore, do not report any portion of the public debt or interest thereon, nor do the statements report the source of public financing whether from issuance of debt or tax revenues. 

Financing for the construction of DoD facilities is obtained through budget appropriations.  To the extent that this financing ultimately may have been obtained through the issuance of public debt, interest costs have not been capitalized since the Department of the Treasury does not allocate such interest costs to the benefiting agencies. 

DLA civilian employees participate in the Civil Service Retirement System (CSRS) and the Federal Employees Retirement System (FERS), while the Military Retirement System (MRS) covers military personnel.  Additionally, employees and personnel covered by FERS and MRS also have varying coverage under Social Security.  The DLA funds a portion of the civilian and military pensions.  Reporting civilian pension under CSRS and FERS retirement systems is the responsibility of the Office of Personnel Management (OPM).  The DLA recognizes an imputed expense for the portion of civilian employee pensions and other retirement benefits funded by the OPM in the Statement of Net Cost; and recognizes corresponding imputed revenue from the civilian employee pensions and other retirement benefits in the Statement of Changes in Net Position. 

The Department reports the assets, funded actuarial liability, and unfunded actuarial liability for the military personnel in the Military Retirement Fund (MRF) financial statements.  The Department recognizes the actuarial liability for the military retirement health benefits in the Other Defense Organization column of the DoD Agency-wide consolidating/combining statements. 

To prepare reliable financial statements, transactions occurring between entities within DLA or between DLA and other DoD activities and other federal agencies must be eliminated.  However, the DoD cannot accurately identify all intragovernmental transactions by customer.  The DFAS is responsible for eliminating transactions between entities within DLA or between DLA and other DoD activities and other federal agencies. For FY 1999, 2000, and 2001, the DLA provided summary seller-side balances for revenue, accounts receivable, and unearned revenue to the buyer-side departmental accounting offices, and DFAS adjusted the buyer- side records to recognize unrecorded costs and accounts payable.  Likewise, DFAS adjusted DLA records for the seller- side balances it obtained from other DoD activities.  Internal DoD intragovernmental balances were then eliminated to the extent possible.  

1.H.  Transactions with Foreign Governments and International Organizations
Each year, the DoD Components sell defense articles and services to foreign governments and international organizations, primarily under the provisions of the “Arms Export Control Act of 1976.” Under the provisions of the Act, the Department has authority to sell defense articles and services to foreign countries and international organizations, generally at no profit or loss to the U.S. Government. Customers may be required to make payments in advance.

1.I.  Funds with the U.S. Treasury

The financial resources of the Defense-wide WCF are maintained in U. S. Treasury accounts.  Cash collections, disbursements, transfers, and adjustments are processed worldwide at DFAS, Military Services, General Services Administration (GSA), U. S. Army Corps of Engineers (USACE), and by the Department of State financial service centers. Each disbursing station prepares monthly reports, which provide information to the U. S. Treasury on check issues, electronic funds transfers, interagency transfers and deposits.  Additionally, the DFAS centers submit reports to Treasury, by appropriation, on interagency transfers, collections received, and disbursements issued.  The Treasury records this information to the applicable appropriation FBWT Account that they maintain.  DLA’s funds are maintained at the Treasury within appropriation 97 X 4930.005.  

Periodically, OUSD(C)  authorizes cash transfers between services within the DoD WCF as well as with general fund corpuses.  These transfers are recorded in DLA’s FBWT preclosing financial statements, but since DWCF reporting entities do not maintain FBWT at the DLA or activity level, these amounts are transferred to the component financial statements maintained at the DoD level (97 X 4930.005).  These amounts are then included with the other Defense Agency funds in this appropriation.  Material disclosures are provided at note 3.  Differences between accounting offices detail-level records and Treasury’s FBWT accounts are disclosed in Note 21B, specifically, differences caused by in-transit disbursements and unmatched disbursements (which are not recorded in the accounting offices detail-level records.)

1.J.  Foreign Currency
DLA conducts a portion of its operations overseas within the Defense-wide WCF.  Any gains or losses incurred from Foreign Currency Fluctuation are accounted for during the rate development process.

1.K.  Accounts Receivable
As presented in the Balance Sheet, accounts receivable include accounts, claims, refunds and taxes receivable from other federal entities or from the public and are considered entity assets.  The DoD does not recognize an allowance for estimated uncorrectable amounts from another federal agency.  Claims against another federal agency will be resolved between the agencies.  For public accounts receivable, DLA has adopted the General Reserve Method, which is a formula to determine an estimated Allowance for Doubtful Accounts.  This was determined by the Department to be the most suitable approach for Defense Agencies to determine uncollectible Accounts Receivable.  (Material disclosures are provided in Note 5).

1.L. Loans Receivable. As Applicable.
DLA Activity Groups do not lend money; therefore, DLA does not have any loans receivable.

1.M.  Inventories and Related Property
Inventories are reported at approximate historical cost based on Latest Acquisition Cost (LAC) adjusted for holding gains and losses. The LAC method is used because inventory data is maintained in logistics systems designed for materiel management purposes.  For the most part, these systems value inventory at LAC and the reported amounts must be adjusted to approximate historic cost.  DFAS, at the direction of the OUSD (C), uses a formula to estimate the approximate historical cost of DLA inventories. 

Beginning with the preparation of the fiscal year 2002 financial statements, the Department will no longer use the Supply System Inventory Report as the basis for its financial presentation of excess, obsolete, and unserviceable inventory.  The account, “Excess, Obsolete, and Unserviceable” (United States Government Standard General Ledger (USSGL) 1524 for Working Capital Funds) will be populated by materiel in condition codes H(Unserviceable; Condemned), P(Unserviceable; Reclamation), S (Unserviceable; Scrap) or V (Unserviceable; Waste, Military Munitions), as defined by the Military Standard Transaction Reporting and Accounting Procedures Manual (DoD 4000.25-2-M).  This method complies with the Federal Financial Management Improvement Act of 1996, which requires use of the USSGL at the transaction level.   Material disclosures related to inventory and related property are provided at note 9.  
1.N.  Investments in U.S. Treasury Securities
DLA Activity Groups do not invest in U.S. government securities.

1.O.  General Property, Plant and Equipment
General Property, Plant, and Equipment (PP&E) are valued at historical acquisition cost plus capitalized renovations or improvements.  General PP&E assets are capitalized at cost if the acquisition is $ 100 thousand or more and has a useful life of two or more years.  All General PP&E other than land is depreciated on a straight-line basis.  For WCF activities, all PP&E used in the performance of their mission is categorized as General PP&E, whether or not it meets the definition of any other PP&E categories.  National Defense PP&E, Heritage Assets, and Stewardship Land owned or maintained on a WCF installation are reported in the Supplemental Stewardship Report.  USC Title 10 prohibits DoD Agencies from owning property, therefore DoD has expanded the recognition criteria of SFFAS No. 6 to more accurately report the financial position of its member agencies in accordance with DoD regulations.  Defense Agencies recognize capital assets when they are deemed to be the predominant user of the asset.  In those instances where original acquisition cost of General PP&E were not available, estimates have been used.  Such estimates are based on either (1) the cost of similar assets at the time of acquisition or (2) the current cost of similar assets discounted for inflation to the time of acquisition. 

The DLA financial feeder systems, its policies and processing procedures do not adequately account for internal use software costs in accordance with SFFAS No. 10, “Accounting for Internal Use Software”.  The Office of the Under Secretary of Defense, Comptroller (OUSDC) has also acknowledged that the Department’s financial systems (and component financial feeder systems) do not meet the provisions of SFFAS No. 10 in capturing cost at the appropriate detail level.  The financial and financial feeder systems supporting, or owned by, DLA fall into this category.  DLA is participating in the OUSD led working group established to address the Department’s inability to comply with the Standard.  

The OUSD working group is developing standard policies, procedures and guidelines for capturing the costs of internal use software.  When OUSD completes its work and issues guidance, DLA will comply with the provisions promulgated.  DLA HQ will subsequently issue policy guidance to its business offices and its primary level field activities.  Such guidance may require changes to existing, or DLA emerging systems, and will require manual work around procedures until all systems are capable of capturing the information at the appropriate level. 

 Material disclosures are provided at note 10.
1.P.  Advances and Prepayments
Payments in advance of the receipt of goods and services are recorded as advances or prepayments and reported as an asset on the Balance Sheet.  Advances and prepayments are recognized as expenditures and expenses when the related goods and services are received.

1.Q.  Leases
Generally, lease payments are for the rental of equipment, space, and operating facilities and are classified as either capital or operating leases. When a lease is essentially equivalent to an installment purchase of property (a capital lease) and the value equals or exceeds the current DoD capitalization threshold, the applicable asset and liability are recorded.  The amount recorded is the lesser of the present value of the rental and other lease payments during the lease term, excluding that portion of the payments representing executory costs paid to the lessor, or the asset’s fair value.  Leases that do not transfer substantially all of the benefits or risks of ownership are classified as operating leases and recorded as expenses as payments are made over the lease terms.  DLA currently does not have the necessary policies, procedures, or systems in place to be able to obtain this data.

1.R.  Other Assets

The DLA conducts business with commercial contractors under two primary types of contracts— fixed price and cost reimbursable.  To alleviate the potential financial burden on the contractor that these long- term contracts can cause, the DLA provides financing payments.  One type of financing payment that the DLA makes is based on percentage of the work completed.  In accordance with the SFFAS No. 1, “Accounting for Selected Assets and Liabilities,” such payments are treated as construction in process and are reported on the General PP& E line and in Note 10, General PP&E, Net.  In addition, based on the provision of the Federal Acquisition Regulations, the DLA makes financing payments under fixed price contracts that are not based on a percentage of completion. The DLA reports these financing payments as advances or prepayments in the “Other Assets” line item because they become a DLA liability only after the contractor delivers the goods in conformance with the contract terms.  If the contractor does not deliver a satisfactory product, the DLA is not obligated to reimburse the contractor for its costs, and the contractor is liable to repay the DLA for the full amount of the advance.  The Department has completed a review of all applicable federal accounting standards;  applicable public laws on contract financing; Federal Acquisition Regulation Parts 32, 49, and 52; and the OMB guidance in 5 Code of Federal Regulations Part 1315, “Prompt Payment.”  The Department has concluded that SFFAS No. 1 does not fully or adequately address the subject of progress payment accounting and is considering what further action is appropriate.

1.S.  Contingencies and Other Liabilities

The SFFAS No. 5, “Accounting for Liabilities of the Federal Government,” defines a contingency as an existing condition, situation, or set of circumstances that involves an uncertainty as to possible gain or loss to the DLA.  The uncertainty will be resolved when one or more future events occur or fail to occur.  A loss contingency is recognized as a liability when it is probable that the future event or events will confirm the loss or the incurrence of a liability for the reporting entity and the amount of loss can be reasonably estimated.  Financial statement reporting is limited to disclosure when conditions for liability recognition do not exist but there is at least a reasonable possibility that a loss or additional loss will be incurred.  Examples of loss contingencies include the collectability of receivables, pending or threatened litigation, possible claims and assessments. The DLA’s loss contingencies arising from pending or threatened litigation or claims and assessments occur due to events such as vehicle accidents, property or environmental damages, and contract disputes. 

1.T.  Accrued Leave
Civilian annual leave and military leave are accrued as earned and the accrued amounts are reduced as leave is taken. The balances for annual and military leave at the end of the fiscal year reflect current pay rates for the leave that is earned but not taken. Each year, the balance in the accrued annual leave account is adjusted to reflect current pay rates.

1.U.  Net Position
DLA’s net position consists of unexpended appropriations and cumulative results of operations.  Unexpended appropriations represent amounts of authority, which are unobligated and have not been rescinded or withdrawn, and amounts obligated but for which legal liabilities for payments have not been incurred.  Beginning in FY 1998, net position included the cumulative amount of transfers in and out of assets without reimbursement.  In addition, there is no longer a segregation of cumulative amounts related to investments in capitalized assets, such as PP&E, or a separate amount shown for future funding requirements.  Cumulative results of operations for working capital funds represents the excess of revenues over expenses since the fund inception, transfers of assets in or out without reimbursement since the fund inception, less refunds to customers, and future funding requirements.

1.V.  Treaties for Use of Foreign Bases

The DoD Components have the use of land, buildings, and other facilities, which are located overseas and have been obtained through various international treaties and agreements negotiated by the Department of State.  Generally, treaty terms allow the DoD Components continued use of these properties until the treaties expire.  These fixed assets are subject to loss in the event treaties are not renewed or the DoD does not reach other agreements. Therefore, in the event treaties or other agreements are terminated and use of the foreign bases is no longer allowed, losses will be recorded for the value of any nonretrievable capital assets after negotiations between the U. S. and the host country have been concluded to determine the amount to be paid the U. S. for such capital investments.

1.W.  Comparative Data

In FY 2002, the Department modified the financial statement presentation for the Statements of Net Cost, Changes in Net Position, and Financing.  As a result, the Department’s statements during this reporting period may not always lend themselves to comparative analysis.  In some instances, amounts on the statements were reported on one financial line in FY 2001 and split into multiple financial lines for FY 2002, in accordance with OMB’s guidance.

1.X.  Unexpended Obligations

The DLA records obligations for goods and services that have been ordered but not yet received.  No liability for payment has been established in the financial statements because goods/ services have yet to be delivered.

1.Y.  Environmental Liabilities

DLA’s environmental liabilities are generated by business activities that are funded by the Defense Working Capital Fund (DWCF).  With the exception of the DWCF funds provided to the Defense Energy Support Center (DESC), the funding required to satisfy those environmental liabilities are made available in either the Operation and Maintenance (O&M) or Base Realignment and Closure (BRAC) appropriations.  The O&M appropriation provides funding for the clean-up of active sites, while the BRAC provides funds for the clean-up of closing DLA installation sites under BRAC.

	Note 2.
	 Nonentity and Entity Assets


	
	
	

	
	2003
	2002

	As of December 31,
	Nonentity
	Entity
	Total
	

	(Amounts in thousands)
	
	
	
	
	
	
	
	

	1.
Intra-governmental Assets:
	
	
	
	
	
	
	
	

	
A.
Fund Balance with Treasury
	$
	0.00 
	$
	381,568,000.00 
	$
	381,568,000.00
	$
	0 

	
B.
Investments
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
C.
Accounts Receivable
	
	0.00 
	
	611,168,327.32 
	
	611,168,327.32
	
	0 

	
D.
Other Assets
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
E.
Total Intra-governmental  Assets
	$
	   0.00
	$
	992,736,327.32
	$
	992,736,327.32
	$
	   0

	
	
	
	
	
	
	
	
	

	2.
Non-Federal Assets:
	
	
	
	
	
	
	
	

	
A.
Cash and Other Monetary Assets
	$
	5,844,962.06 
	$
	0.00 
	$
	5,844,962.06
	$
	0 

	
B.
Accounts Receivable
	
	0.00 
	
	747,061,311.93 
	
	747,061,311.93
	
	0 

	
C.
Loans Receivable
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
D.
Inventory & Related Property
	
	0.00 
	
	11,952,628,403.87 
	
	11,952,628,403.87
	
	0 

	     E.
General Property, Plant and Equipment 
	
	0.00 
	
	1,300,302,206.74 
	
	1,300,302,206.74
	
	0 

	
F.  Other Assets
	
	0.00 
	
	219,457,064.94 
	
	219,457,064.94
	
	0 

	
G.
Total Non-Federal  Assets

	$
	5,844,962.06
	$
	14,219,448,987.48
	$
	14,225,293,949.54
	$
	   0

	3.
Total Assets:
	$
	5,844,962.06
	$
	15,212,185,314.80
	$
	15,218,030,276.86
	$
	   0

	4.
Other Information: 


Assets are categorized as:

Entity assets consist of resources that the Defense Logistics Agency (DLA) has the authority to use, or where management is legally obligated to use funds to meet entity obligations.

Nonentity assets are assets held by an entity, but are not available for use in the operations of the entity.

Cash and Other Monetary Assets:  The $4,390 thousand in nonentity assets represents bid collections received by DRMS.  The collections are received and accounted for in a suspense account.  At the time the appropriate bid selection is made, these funds are returned to the bidder(s).  For financial statement presentation these bid collections are shown as nonentity assets.

Nonfederal Assets- Other:  The $224,974 thousand in entity assets represents $223,423 thousand in progress payments made to contractors, $1,268 thousand in travel advances, $239 thousand that was recorded as a result of the elimination process (Advances to Others), and $44 thousand in advances to contractors and suppliers.

The $239 thousand from the elimination process is a result of trading partner eliminations from FY 2000 and FY 2001 as follows:

	FY 2000
	USSGL 1410
	Advances to Others
	    $652

	FY 2001
	USSGL 1410
	Advances to Others
	   ($413)

	FY 2002
	USSGL 1410
	Advances to Others (Net)
	    $239 thousand


In FY 2002 and FY 2001, our trading partners assigned DLA, Materiel, these transactions which were not reflected in the activities’ trial balance.  $239 thousand is the net of the previous two years’ eliminations.  The account balance should have been recorded as federal but these were identified too late in the AFS process to recognize as federal and apply the trading partner process.

Intra-governmental Assets – Other:  The $5 thousand in entity assets represents advances recorded by Distribution Depots.

	Note 3.
	Fund Balance with Treasury


	
	    
	

	As of December 31,
	2003
	2002

	(Amounts in thousands)
	
	
	
	

	1.
Fund Balances:
	
	
	
	

	
A.
Appropriated Funds
	$
	364,716,899.22 
	$
	0 

	
B.
Revolving Funds
	
	16,851,100.78 
	
	0 

	
C.
Trust Funds

	
	0.00 
	
	0 

	
D.
Other Fund Types
	
	0.00 
	
	0 

	
E.
Total Fund Balances
	$
	381,568,000.00
	$
	   0

	
	
	
	
	

	
	
	
	
	

	2.
Fund Balances Per Treasury Versus Agency:
	
	
	
	

	
A.
Fund Balance per Treasury
	$
	0.00 
	$
	0 

	
B.
Fund Balance per      
	
	381,568,000.00
	
	   0

	
C.
Reconciling Amount
	$
	(381,568,000.00)
	$
	   0


	

	3.
Explanation of Reconciliation Amount: 


	

	





	

	4.
Other Information Related to Fund Balance with Treasury: 


Disbursements and Collections: Current year disbursements and collections per the Cash Management Report (CMR), cash transfers and apportionments are transferred to the Other Defense Organizations-WCF component level.  The breakout for each is annotated below:

	
	
	
	
	
	

	Activity Group
	Disbursements
	    Collections
	Apportionment
	 Transfers
	FBWT

	Distribution Depots
	      $1,495,715
	  ($1,373,366)
	         ($300)
	($122,049)
	   $0

	Supply Management
	    $18,377,684
	($18,867,637)
	    ($75,300)
	 $565,253
	   $0

	DAPS
	         $410,260
	     ($401,870)
	         ($100)
	    ($8,290)
	   $0

	DRMS
	         $312,422
	     ($351,006)
	              $0
	   $38,584
	   $0

	
	
	
	
	
	

	Total DLA
	    $20,596,081
	($20,993,879)
	    ($75,700)
	 $473,498
	   $0


Apportionments: Defense Logistics Agency Working Capital Fund (DLAWCF) received a $700 thousand apportionment on Treasury Appropriation Warrant 529-97-4-1, dated October 1, 2001, as a distribution of the "DoD Supplemental Appropriations Act of FY 2001". 

Note Disclosure

See Note Disclosure 1.I. – Significant Accounting Policies for additional discussion on financial reporting requirements and DoD policies governing Funds with the U.S. Treasury.

	Note4.
	Investments


Not applicable to DLA.

	Note5.
	Accounts Receivable


	 
	
	

	As of December 31,
	2003
	 2002

	
	Gross

Amount

Due
	Allowance

For

Estimated

Uncollectibles
	Accounts

Receivable,

Net
	Accounts

Receivable,

Net

	(Amounts in thousands)
	
	
	
	
	
	
	
	

	1.
Intra-governmental  


Receivables:
	$
	611,168,327.32 
	
	N/A 
	$
	611,168,327.32
	$
	0 

	2.
Non-Federal Receivables (From the Public):
	$
	753,460,527.71 
	$
	(6,399,215.78)
	$
	747,061,311.93
	$
	0 

	3.
Total Accounts Receivable:
	$
	1,364,628,855.03
	$
	(6,399,215.78)
	$
	1,358,229,639.25
	$
	   0


	4.
Allowance method:   

  


	The allowance for uncollectible accounts is based upon analysis of collection experience by system.


	5.
Other information:       


Allocation of Undistributed Collections: The difference between collections that are reported on the Cash Management Report (CMR), cumulative from inception, and the entity general ledger is referred to as undistributed collections.  DoD FMR Volume 6B, Chapter 4, requires that undistributed collections be offset against an entity's Federal and Non-Federal accounts receivable balances.  The analysis to support these undistributed balances was performed but was limited to current year collections only thus undistributed balances from prior years could not be ascertained.  The following table shows the amounts used to offset accounts receivable in each Defense Logistics Agency (DLA) activity group.

	
	A/R Per
	Undistributed
	Intra-Activity
	Intra-DLA
	Gross
	Allowances
	Net Amount

	
	Activity Records
	Collections
	Eliminations
	Eliminations
	Amount Due
	
	Due

	Distribution 
	$204,701
	($408)
	0
	($73,415)
	130,878
	($9)
	$130,869

	Supply-Mat 
	$1,225,248
	($28,843)
	(25,571)
	($100,186)
	1,070,648
	($4,188)
	$1,066,460

	DAPS
	$77,115
	$12,075
	(62)
	($7,387)
	81,741
	($137)
	$81,604

	DRMS
	$16,133
	($137)
	(252)
	($2,491)
	13,253
	($2,043)
	$11,210

	
	
	
	
	
	
	
	

	Total
	$1,523,197
	($17,313)
	(25,885)
	($183,479)
	1,296,520
	($6,377)
	$1,290,143


Elimination Adjustments: DLA's non-stockfund systems capture trading partner data at a transaction level in a manner that facilitates trading partner aggregations.  However, DLA's stockfund systems do not capture trading partner data at a transaction level in a manner that facilitates trading partner aggregations.  Allocation of non-interfund intragovernmental trading partner data is based on the percentage of funds recorded at the appropriation level for interfund reimbursement transactions posted on DLA's general ledgers.  By design, the interfund system provides appropriations from which DLA's customers pay for the materiel bought from its inventories.  The Department intends to develop long-term systems improvements that will include sufficient up-front edits and controls to eliminate the need for after-the-fact reconciliations.  The volume of intragovernmental transactions is so large that after-the-fact reconciliations can not be accomplished with the existing or foreseeable resources.  The transaction source data is the sum of WCF reimbursable issues billed and collected through the interfund system for the period.  Entity or buyer information is derived from allocations based on percentage of specific transaction activity as compared to the total activity except where the entity data can be derived directly from the general ledger accounts. 

In FY 2002, we estimate the amount of Foreign Military Sales (FMS) funds that were transferred from intra-governmental to nonfederal to be $87,167 thousand in Accounts Receivable and $636,575 thousand in Revenue.

In accordance with Volume 4, Chapter 3 of the Financial Management Regulations, an Allowance for Doubtful Accounts was established at the end of FY 2002.  Energy established an Allowance for Doubtful Accounts and corresponding Bad Debt Expense in FY 2001.  Other Stockfund Commodities initially established Allowance for Doubtful and Bad Debt Expense Accounts in FY 2002.

Accounts Receivable Over 180 Days Old: DLA non-stockfund has $ 27,298 thousand of intra-governmental and nonfederal receivables over 180 days old. Due to the fact that DLA stockfund systems only age receivables over 120 days, we have reported Supply-Material accounts receivable of $293,766 thousand over 120 days old. The distributions between DLA activity groups are as follows: 






        2002


2001


Distribution Depots

$          25

     $          47      
      


Supply-Operations

$     1,692

     $   27,298 


DAPS



$   21,147       

     $   73,462


DRMS



$     6,908

     $   33,497


Total Over 180 days

$   27,298

     $ 134,304


Supply-Materiel


$  293,766

     $ 190,549


Total Over 120 days

$  293,766

     $ 190,549

Fluctuations: Total Accounts Receivable, Accounts Receivable, Net reflected a material change between comparative fiscal years due to an increase in sales in FY 2002. 

Note Disclosure:
See Note Disclosure 1.K. – Significant Accounting Policies for additional discussion on financial reporting requirements and DoD policies governing Accounts Receivable.

	Note 6.
	Other Assets


	
	
	

	As of December 31,
	2003
	2002

	(Amounts in thousands)
	
	
	

	1.
Intra-governmental Other Assets:
	
	
	
	

	
A.
Advances and Prepayments
	$
	0.00 
	$
	0 

	
B.
Other Assets
	
	0.00 
	
	0 

	
C.
Total Intra-governmental Other Assets

	$
	   0.00
	$
	   0

	
	
	
	
	

	2.
Non-Federal Other Assets:
	
	
	
	

	
A.
Outstanding Contract Financing Payments
	$
	0.00 
	$
	0 

	
B.
Other Assets (With the Public)

	
	219,457,064.94 
	
	0 

	
C.
Total Non-Federal Other Assets

	$
	219,457,064.94
	$
	   0

	
	
	
	
	

	3.
Total Other Assets:

	$
	219,457,064.94
	$
	   0

	
	


	4. Other Information Related to Other Assets:  


Intragovernmental Other Assets:  Represents $5 thousand in advances reported by Distribution Depots in FY 2002.  

Nonfederal Other Assets:  Represents $1,268 thousand in travel advances, $223,423 thousand in progress payments made to contractors, $44 thousand in advances to contractors and suppliers, and $239 thousand that was recorded as a result of the elimination process (Advances to Others).  Reference Note 2.

Note Disclosure

See Note Disclosure 1.R. – Significant Accounting Policies for additional discussion on financial reporting requirements and DoD policies governing Other Assets.
	Note 7.
	Cash and Other Monetary Assets


	
	
	

	As of December 31,
	               2003
	              2002

	(Amounts in thousands)
	
	

	1.
Cash


	$
	5,844,962.06 
	$
	0 

	2.
Foreign Currency (non-purchased)

	
	0.00 
	
	0 

	3.
Other Monetary Assets 

	
	0.00 
	
	0 

	4.
Total Cash, Foreign Currency, & Other Monetary Assets
	$
	5,844,962.06
	$
	   0

	
	
	
	
	


	5.
Other Information Pertaining to Entity Cash & Other Monetary Assets: 




In accordance with DoD FMR Volume 11A, Chapter 5, Bid deposits should be recorded in suspense account X6501.  The $4,390 thousand in Cash represents bid collections received by DRMS.  The collections are received and accounted for in a suspense account.  At the time the appropriate bid selection is made, these funds are returned to the bidder(s).  

In FY 2001, Bid deposits in the amount of $5,429 thousand were recorded in Note 6, line 2B.  Per DFAS-HQ, DDRS, the $5,429 thousand in Cash cannot be reclassified for comparative purposes due to the fact that prior year stated numbers cannot be changed.

Fluctuations:  Other Monetary Assets reflected a material change between comparative fiscal years due to changes in the reporting practices.

	Note 8.
	Direct Loans and Guarantee Programs


Not applicable to DLA.

	Note 9.
	Inventory and Related Property


	
	
	

	As of December 31,
	2003
	2002

	(Amounts in thousands)
	
	

	1.
Inventory, Net (Note 9.A.)

	$
	11,940,643,190.51
	$
	   0

	2.
Operating Materials & Supplies, Net (Note 9.B.)
 
	
	11,985,213.36
	
	   0

	3.
Stockpile Materials, Net (Note 9.C.)

	
	   0.00
	
	   0

	4.
Total


	$
	11,952,628,403.87
	$
	   0


	Note 9.A.
	Inventory, Net


	
	
	
	
	

	As of December 31,
	2003                                         
	2002
	

	
	Inventory,
	Revaluation
	Inventory,
	Inventory,
	Valuation

	
	Gross Value
	Allowance
	 Net
	Net
	Method

	(Amounts in thousands)
	
	
	
	

	1.
Inventory Categories:
	
	
	
	

	
A.
Available and Purchased for




Resale
 
	$
	12,030,473,681.73 
	$
	(99,763,267.61)
	11,930,710,414.12
	$
	0 
	     

	     B.  Held for Repair
	
	10,015,931.69 
	
	(83,155.30)
	9,932,776.39
	
	0 
	     

	
C.
Excess, Obsolete, and




Unserviceable

	
	3,303,681,771.00 
	
	(3,303,681,771.00)
	   0.00
	
	0 
	     

	
D.
Raw Materials

	
	0.00 
	
	0.00 
	   0.00
	
	0 
	     

	
E.
Work in Process

	
	0.00 
	
	0.00 
	   0.00
	
	0 
	     


	
F.
Total 

	$


	15,344,171,384.42
	$
	(3,403,528,193.91)

	11,940,643,190.51
	$
	   0.00
	

	Legend for Valuation Methods:


	Legend for Valuation Methods:

	Adjusted LAC = Latest Acquisition Cost, adjusted for holding gains and losses
	NRV = Net Realizable Value

	     holding gains and losses
	O = Other

	SP = Standard Price
	

	AC 
=  Actual Cost
	


	2. Restrictions of Inventory Use, Sale, or Disposition:


There are no restrictions on the use, sale, or disposition of inventory except in the following situations:

· Distributions without reimbursement are made when authorized by DoD directives.

· Inventory, with the exception of safety stocks, may be sold to foreign, state and local governments, private parties, and contractors in accordance with current policies and guidance or at the direction of the President.

	3.  Other Information:

 


General Composition of Inventory

Inventory includes spare and repair parts, clothing and textiles, fuels, and ammunition.  Inventory is tangible personal property that is

1. Held for sale, or held for repair for eventual sale;

2. In the process of production for sale; or

3. To be consumed in the production of goods for sale or in the provision of services for a fee.

Inventory Categories: 

Available and Purchased for Resale - This category of inventory includes most supply system material in condition to be issued.  This category also includes in transit inventory from commercial and government suppliers.  General ledger accounts are used to record the initial acceptance of inventory items when title has passed but the items have not been received and accepted into inventory.

Inventory Held for Repair – These are inventory items that are not in a condition to be issued (but not beyond economical repair) and are awaiting repair before they are eligible for sale.

Excess, Obsolete and Unserviceable – Per new Department of Defense policy implemented in FY2002, only condemned material classified in condition codes H, P, S, and V is accounted for as “Excess, Obsolete, and Unserviceable”.  Potentially redistributable material, presented in previous years as “Excess, Obsolete and Unserviceable” is included in “Held for Use” or “Held for Repair” categories according to its condition.

Inventory Valuation: 

In a July 6, 2001 memo, the Office of the Under Secretary of Defense (OUSD) prescribed moving average cost as the inventory valuation method to provide the best value to the Department based on the Components’ analyses of the Department’s material management policies and processes.  The memo also noted that DoD legacy systems, including DLA’s, were not designed to maintain historical cost valuation for inventory held for sale and operating materials and supplies in compliance with GAAP.  Therefore, alternative valuation methods were authorized for continued use for other functional requirements (e.g. logistics, procurement and budget) as deemed necessary.  The alternative valuation methods authorized include LAC and standard price.

DLA launched a new system, Business Systems Modernization (BSM) in August 2002 which incorporates the moving average cost method.  The remainder of the inventory items reported on the financial statements is derived from legacy logistics systems designed for material management rather than accounting.  These systems do not maintain the historical cost data necessary to comply with the SFFAS No. 3, “Accounting for Inventory and Related Property.” 

Inventories in these legacy systems are valued at latest acquisition cost and approximate historical cost.  The LAC method applies the last representative invoice price to all like units held, including units acquired through donation, non-monetary exchange, and returns from end use or reutilization.  Generally, LAC is determined by subtracting the appropriate surcharges from the standard cost to arrive at the price most recently paid for a carried item.  In prior years (FY 1992- 1996), gains or losses that resulted from valuation changes for inventory items were immediately recognized and reported in the operating results in the Statement of Net Cost as a cost of goods sold.  However, the use of LAC requires these amounts be recognized only upon the sale or disposal of material, rather than as the price variance occurs.  Therefore, an allowance account was established on the financial statements to display unrealized holding period gains and losses.  This allowance account is not under general ledger control of the individual commodities, but is calculated and compiled on a spreadsheet application approved by the OUSD(C) and DFAS-Arlington.  The purpose of the allowance account is to provide a representation of inventory at historical cost.

The total Gross Value of “Available and Purchased for Resale” amount of $11,919,059 thousand is composed of BSM and Legacy elements as follows:

	BSM
	$198,763 Thousand
	Valuation Method- Moving Average Cost

	Legacy
	$11,720,296 Thousand
	Valuation Method-Adjusted LAC

	Total
	$11,919,059 Thousand
	


The entire Gross Value amount of $11,410 thousand in “Held for Repair” is from the Legacy system.

The Gross Value in the “Excess, Obsolete, and Unserviceable” account consists of amounts from Supply Management and Defense Reutilization Management Service (DRMS) as follows:

	Supply Management
	$117 Thousand

	DRMS
	$3,584,471 Thousand

	Total
	$3,584,588 Thousand


Excess, Obsolete, and Unserviceable Inventory Valuation

As noted above, the DoD has implemented a change in policy with regard to accounting for “Excess, Obsolete, and Unserviceable” that is effective starting with the FY2002 AFS.  In the past, through its stratification process and using values from the Supply System Inventory Report (SSIR), DLA identified that approximately $1,500,000 thousand of their Supply Management inventory that met the DoD definition of potential excess and were written down to net realizable value (NRV). The remaining portion was expensed and included in the calculation of unrealized holding period gains and losses. 

The DRMS inventory valuation was also changed by the new DoD policy.  The previous procedure was to adjust the acquisition value of the material transferred to DRMS by a percentage factor to yield a net realizable value.   Starting with FY 2002 AFS, DRMS was directed to write down the value of incoming disposal inventory to a NRV of zero.

In previous year’s AFS, the DRMS NRV inventory amount was erroneously used as the gross value and no revaluation was applied against it.

Fluctuations:  Total Inventory, Net reflected a material change between comparative fiscal years due to the adjustments required as a result of the implementation of the new policy regarding the Inventory account “Excess, Obsolete, and Unserviceable”.

	Note 9.B.
	Operating Materials and Supplies, Net


	
	
	
	

	As of December 31,
	
	2003
	
	2002
	

	
	OM&S

Gross Value
	Revaluation
Allowance
	OM&S, Net 
	OM&S, Net
	  Valuation   

    Method

	(Amounts in thousands)
	
	
	
	
	

	1.
OM&S Categories:
	
	
	
	
	

	
A. Held for Use

	$
	11,985,213.36 
	$
	0.00 
	$
	11,985,213.36
	$
	0 
	     

	     B. Held for Repair
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 
	     

	     C. Excess, Obsolete, and

            Unserviceable
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 
	     

	
D. 
Total 

	$
	11,985,213.36
	$
	   0.00
	$
	11,985,213.36
	$
	   0.00
	

	

	Legend for Valuation Methods:

	Adjusted LAC
=  Latest Acquisition Cost
	NRV
=  Net Realizable Value

	    adjusted  for  holding gains and losses 
	O
=  Other

	SP
=  Standard Price
	

	AC
=  Actual Cost
	


	2. Restrictions on OM&S:




There are currently no restrictions on the use, sale, or disposition of operating materials and supplies.

	3. Other Information:


DAPS Operating Materials and Supplies (OM&S) are composed primarily of paper and toner, as well as CD-ROM disks.  DAPS uses an assorted variety of paper, in size, color, and texture/weight.  These materials and supplies are consumed in the production of end products for the DAPS customers, and continued improvements to the automated production of electronic documents are produced via CD-ROM disks.

OM&S data reported on the financial statements are derived from logistics systems designed for material management purposes.  These systems do not maintain the historical cost data necessary to comply with the Statement of Federal Financial Accounting Standard (SFFAS) Number 3, "Accounting for Inventory and Related Property".  In addition, while these logistics systems provide management information on the accountability and visibility over OM&S items, the timeliness at which this information is provided creates issues regarding the completeness and existence of the OM&S quantities used to derive the values reported on the financial statements.

DLA uses the purchase method of accounting for OM&S in situations where it is more cost beneficial than the consumption method.  Current financial and logistic systems do not fully support the consumption method.  According to federal accounting standards, the consumption method of accounting should be used to account for OM&S unless (1) the amount of OM&S is not significant, (2) OM&S are in the hands of the end user for use in normal operations, or (3) it is cost-beneficial to expense OM&S when purchased (purchase method).  The DoD has reached an agreement with the OMB, the GAO, and the DoD Inspector General (DoDIG) to move to the consumption method of accounting for OM&S in future years.  Based on this agreement, the DoD, in consultation with its auditors, will (1) develop a framework for conducting cost-benefit analyses for use in determining whether the consumption method is cost beneficial for selected instances of OM&S; (2) develop specific criteria for determining when OM&S amounts are not significant for the purpose of using the consumption method; (3) develop functional requirements for feeder systems to support the consumption method; and (4) identify feeder systems that are used to manage OM&S items and develop plans to revise those systems to support the consumption method.  However, for FY 2002, significant portions of DLA's OM&S were reported under the purchase method because the systems could not support the consumption method of accounting.

Decision Criteria for Identifying the Category to Which Operating Materials and Supplies are Assigned

Managers determine which items are more costly to repair than to replace.  Items retained for management purposes are coded “condemned.”  The net value of these items is zero, and is shown as “Excess, Obsolete, and Unserviceable.”

Changes in the Criteria for Identifying the Category to Which Operating Materials and Supplies are Assigned

The category “Held for Use” includes all issuable material.  The category “Held for Repair” includes all economically reparable material.  Before FY 2002, the Department showed “Potentially redistributable” material, regardless of condition, as “Excess, Obsolete, and Unserviceable.”

Note Disclosure

See Note Disclosure 1.M. – Significant Accounting Policies for additional discussion on financial reporting requirements and DoD policies governing Inventory and related Property.

	Note 9.C.


	Stockpile Materials, Net


	
	
	
	
	
	

	As of December 31,
	
	2003
	
	2002
	

	
	Stockpile 

Materials

Amount
	Allowance 

for Gains (Losses)
	Stockpile Materials, Net
	Stockpile Materials, Net
	Valuation Method

	(Amounts in thousands)(((((m(
	
	
	
	
	

	1.
Stockpile Materials Categories:
	
	
	
	
	
	
	
	
	

	
A.
Held for Sale 

	$
	   0.00
	$
	0.00 
	$
	0.00 
	$
	0 
	     

	
B.
Held in Reserve for Future Sale
	
	   0.00
	
	0.00 
	
	0.00 
	
	0 
	     

	
C.
Total 
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0.00
	


	Legend for Valuation Methods:

	LAC
=  Latest Acquisition Cost
	NRV
=  Net Realizable Value

	SP
=  Standard Price
	O
=  Other

	AC
=  Actual Cost
	
	
	
	


	2.  Restrictions on Stockpile Materials:


DLA WCF does not have any stockpile materials.

	3.  Other Information:

  


Note Disclosure

See Note Disclosure 1.M. – Significant Accounting Policies for additional discussion on financial reporting requirements and DoD policies governing Inventory and related Property.

	Note 10.
	General PP&E, Net


	
	
	
	
	
	
	 
	
	

	As of December 31,
	
	
	2003
	
	
	
	
	2002

	
	Depreciation/ Amortization Method
	Service

Life
	
	Acquisition

 Value
	
	(Accumulated Depreciation/ Amortization)
	
	Net Book

 Value
	Prior FY Net

Book Value

	(Amounts in thousands)
	
	
	
	
	
	
	
	
	

	1.
Major Asset Classes:
	
	
	
	
	
	
	
	
	

	
A.
Land

	N/A
	N/A
	$
	0.00 
	
	N/A
	$
	   0.00
	$
	0 

	
B.
Buildings, Structures,




and Facilities

	S/L
	20 Or 40
	
	1,770,815,779.81 
	$
	(1,114,222,103.84)
	
	656,593,675.97
	
	0 

	
C.
Leasehold

          Improvements 

	S/L
	lease term
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
D.
Software

	S/L
	2-5 Or 10
	
	348,397,064.21 
	
	(224,898,556.72)
	
	123,498,507.49
	
	0 

	
E.
Equipment

	S/L
	5 Or 10
	
	574,759,164.93 
	
	(362,668,950.65)
	
	212,090,214.28
	
	0 

	
F.
Assets Under Capital 




Lease


	S/L
	lease term
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	G. Construction-in-

          Progress

	N/A
	N/A
	
	308,119,809.00 
	
	  N/A
	
	308,119,809.00
	
	0 

	
H.
Other

	
	
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
I.

Total General PP&E
	
	
	$
	3,002,091,817.95
	$
	(1,701,789,611.21)
	$
	1,300,302,206.74
	$
	   0


	

	
 Note 15.B for additional information on Capital Leases

	Legend for Valuation Methods:

	S/L =  Straight Line        N/A =  Not Applicable

	

	2.
Other Information:  
	


Real Property in the Hands of Contractors: The value of Defense Logistics Agency (DLA) real property in the possession of contractors is included in the values reported above for the major classes of Buildings, Structures, and Facilities.  The value of personal property (Major Classes of Software and Equipment) in the possession of contractors is not included in the values reported above.  The DoD presently is reviewing its process for reporting these amounts in an effort to determine the best method to annually collect this information. 

Reconciliation of General Ledger and Property System Balances: The balances reported in FY 2002 were not fully reconciled.  Efforts to ensure that the PP&E values presented on the trial balance are accurate and complete will be performed in accordance with departmental guidance.  These efforts include a validation of assets and a reconciliation of the property system to the general ledger.

At the end of 2002, DLA determined that an asset, valued on prior year financial statements at $26,490 thousand, did not actually exist.  The asset was originally established on the 1999 financial statements as the result of a telephone conversation between DLA personnel in Ft. Belvior, VA and Richmond, VA.  Subsequent conversations have determined that these assets never existed and accordingly a loss on disposal of assets was recognized at September 30, 2002.  These transactions had no effect on budgetary resources.
The FY 2001 PP&E Other Assets of $195,749 thousand has been reclassified as PP&E Equipment for FY 2002.

Note Disclosure

See Note Disclosure 1.O. – Significant Accounting Policies for additional discussion on financial reporting requirements and DoD policies governing General Property, Plant and Equipment (PP&E).

	Note 10.A.
	Assets Under Capital Lease


	
	

	As of December 31,
	
	2003
	2002

	(Amounts in thousands)
	
	
	
	

	1.
Entity as Lessee, Assets Under Capital Lease:
	
	
	
	

	
A.
Land and Buildings

	$
	0.00 
	$
	0 

	
B.
Equipment

	
	0.00 
	
	0 

	
C.
Other

	
	0.00 
	
	0 

	
D.
Accumulated Amortization

	
	0.00 
	
	0 

	
E.
Total Capital Leases

	$
	   0.00                 
	$
	   0                 


2.  Description of Lease Arrangements:

Although DLA currently has at least one capital lease (ambulance at DSCC), there is an inability to report without a process or system capability to record these arrangements.
3.  Other Information:

Note Disclosure

See Note Disclosure 1.Q. – Significant Accounting Policies for additional discussion on financial reporting requirements and DoD policies governing Leases.
	Note 11.
	Liabilities Not Covered and Covered by Budgetary Resources


	
	
	
	

	As of December 31,
	   2003
	2002

	(Amounts in thousands)
	Covered by Budgetary Resources
	Not Covered by Budgetary     Resources
	Total
	

	
	
	
	
	

	1.
Intra-governmental Liabilities:
	
	
	
	

	
A. Accounts Payable 

	$
	207,040,681.57 
	$
	0.00 
	$
	207,040,681.57
	$
	0 

	
B. Debt
 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
C. Environmental Liabilities

	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
D. Other

	
	43,266,234.51 
	
	18,832,672.58 
	
	62,098,907.09
	
	0 

	
E. Total Intra-governmental Liabilities

	$
	250,306,916.08
	$
	18,832,672.58
	$
	269,139,588.66
	$
	   0

	
	
	
	
	
	
	
	
	

	2.
Non-Federal Liabilities:
	
	
	
	
	
	
	
	

	
A.
Accounts Payable

	$
	1,596,630,500.30 
	$
	0.00 
	$
	1,596,630,500.30
	$
	0 

	
B.
Military Retirement Benefits and




Other Employment-Related

Actuarial Liabilities

	
	0.00 
	
	199,990,277.78 
	
	199,990,277.78
	
	0 

	
C.
Environmental Liabilities

	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
D.
Loan Guarantee Liability

	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
E.
Other Liabilities

	
	216,858,411.80 
	
	101,138,480.27 
	
	317,996,892.07
	
	0 

	
F.
Total Non-Federal Liabilities

	$
	1,813,488,912.10
	$
	301,128,758.05
	$
	2,114,617,670.15
	$
	   0

	
	
	
	
	
	
	
	
	

	3.
Total Liabilities:

	$
	2,063,795,828.18
	$
	319,961,430.63
	$
	2,383,757,258.81
	$
	   0


	4.   Other Information:


Liabilities Not Covered by Budgetary Resources are those liabilities which are not considered covered by realized budgetary resources as of the balance sheet date.

Liabilities Covered by Budgetary Resources are those that are incurred by the reporting entity which are covered by realized budget resources as of the balance sheet date.  Budgetary Resources encompass not only new budget authority, but also other resources available to cover liabilities for specified purposes in a given year.  Available budgetary resources include:  (1) new budget authority, (2) spending authority from offsetting collections (credited to an appropriation or fund account), (3) recoveries of unexpired budget authority through downward adjustments of prior year obligations, (4) unobligated balances of budgetary resources at the beginning of the year or net transfers of prior year balances during the year, and (5) permanent indefinite appropriations or borrowing authority, which have been enacted and signed into law as of the balance sheet dated, provided that the resources may be apportioned by the OMB without further action by the Congress or without a contingency first having to be met.  

	
	Amounts

	Intragovernmental Other Liabilities
	

	Covered by Budgetary Resources
	

	Accrued Employee Benefits
	$7,605

	Prior Year Workers Compensation
	$343

	Not covered by Budgetary Resources
	

	Unfunded FECA Liability
	$39,800

	Judgement Fund
	$141

	Total Intra-governmental Other Liabilities
	$47,889

	
	

	Nonfederal Other Liabilities
	

	Covered by Budgetary Resources
	

	Advance Payments held in reserve for future orders from civilian agencies
	$139,194

	Accrued Funded Payroll and Leave
	$24,982

	Unearned Revenue
	$28,269

	Bid Deposits
	$4,390



	Not Covered by Budgetary Resources
	

	Accrued Unfunded Annual Leave
	$101,317

	Total Nonfederal Other Liabilities


	$298,152




The $139,194 thousand in Nonfederal Other Liabilities, covered by Budgetary Resources,  is USSGL 2310, Advances From Others, which consists of Reserve Equity for Others.  This account contains reserves or deposits made by civilian agencies or military services in support of Cooperative Logistics Support adjustments.

Note Disclosure

See Note Disclosure Note 17- Military Retirement Benefits and Other Employment Related Actuarial Liabilities.

	Note 12.
	Accounts Payable


	
	
	
	
	

	
	
	
	               
	               

	As of  December 31,
	
	2003
	
	2002

	
	
	Interest,
	
	

	
	Accounts Payable
	 Penalties, and  Administrative Fees
	Total
	Total

	
	
	
	
	

	(Amounts in thousands)
	
	
	
	

	1.
Intra-governmental Payables:
	$
	207,040,681.57 
	
	N/A
	$
	207,040,681.57
	$
	0 

	2.
Non-Federal Payables (to the Public):

	$
	1,596,630,500.30 
	$
	0.00 
	$
	1,596,630,500.30
	$
	0 

	3.
Total 

	$
	1,803,671,181.87
	$
	   0.00
	$
	1,803,671,181.87
	$
	   0


	4. Other Information:


Intragovernmental Accounts Payable consists of amounts owed to other federal agencies for goods or services ordered and received but not yet paid.  Interest, penalties and administrative fees are not applicable to intragovernmental payables.  Non-Federal Payables (to the Public) are payments to nonfederal government entities.

Intragovernmental Eliminations:  The Defense Logistics Agency (DLA) systems do not capture trading partner data at the transaction level in a manner that facilitates trading partner aggregations.  Therefore, the intragovernmental accounts payable balances could not be reconciled with its trading partners.  DLA's intragovernmental accounts payable was in excess of the accounts receivable reported by the seller.  Per DoD FMR Volume 6B, Chapter 13, DLA's intragovernmental accounts payable totals were adjusted to agree with the seller-side accounts receivable data.  The differences are reclassified as public accounts payable.  The amount of this reclassification from intragovernmental to nonfederal was $171,975 thousand.  The DoD intends to develop long-term systems improvements that will include sufficient up-front edits and controls to eliminate the need for after-the-fact reconciliations.  The volume of intragovernmental transactions is so large that after-the-fact reconciliations can not be accomplished with the existing or foreseeable resources.

Undistributed Disbursements:  Undistributed disbursements are the difference between disbursements/collections recorded at the detailed level to a specific obligation, payable, or receivable in the activity field records versus those reported by the U.S. Treasury via the reconciled DD 1329 and DD 1400.  This should agree with the undistributed reported on accounting reports (SF133/ (M) 1002/ (M) 1307.  Intransit payments are payments that have been made for other agencies or entities that have not been recorded in their accounting records.  These payments are applied to the entities outstanding accounts payable balance at year-end.  Accounts payable were adjusted downward in the amount of ported on the CMR (cumulative from inception) and the entity general ledger is referred to as undistributed disbursements.  DoD policy requires that undistributed disbursement offset the entity's Federal and Non-Federal accounts payable balance.  The analysis to support these undistributed balances was performed but was limited to current year disbursements only thus undistributed balances from prior years could not be ascertained.  Undistributed was prorated between Federal and Non-Federal accounts payable based on the payable percentages.  The following table shows the amounts used to offset accounts payables in each DLA activity group.

	
	A/P Per
	Undistributed
	Intra-Activity
	Intra-DLA
	

	
	Activity Records
	Disbursements
	Eliminations
	Eliminations
	Net A/P 

	Distribution Depots
	$169,241
	($42,719)
	0
	($79,510)
	$47,012

	Supply-Material
	$1,543,235
	($223,119)
	(25,410)
	($75,133)
	$1,219,573

	Supply-Operations (1)
	$311,190
	($22,656)
	(160)
	($27,163)
	$261,211

	DAPS (2)
	$106,850
	$24,286
	(62)
	($304)
	$130,770

	DRMS
	$133,848
	$546
	(251)
	($1,369)
	$132,774

	
	
	
	
	
	

	Total DLA Payables
	$2,264,364
	($263,662)
	(25,883)
	($183,479)
	$1,791,340


(1) Includes ($73) thousand PY expense adjustment. 

(2) Includes $47 thousand increase to payables as a result of PBD 426 for DFAS suspended workcounts.

Note Disclosure

See Note Disclosure 1.G. – Significant Accounting Policies for additional discussion on financial reporting requirements and DoD policies governing accounting for Intragovernmental Activities.

	Note 13.
	 Debt


Not applicable to DLA

	Note 14.
	 Environmental Liabilities and Disposal Liabilities
	

	As of December 31,
	2003
	2002

	(Amounts in thousands)
	
	Current Liability
	Noncurrent Liability
	Total
	Total



	1.
Environmental Liabilities:
	
	
	
	

	 A.
Intra-governmental:
	
	
	
	

	  1.  Accrued  Environmental Restoration (Defense Environmental Restoration Program (DERP) funded) Costs:
	
	
	
	

	     a. 
Active Installations-Environmental Restoration (ER)
	$
	0.00 
	$
	0.00 
	$
	   0.00
	$
	0 

	     b. Active Installations--ER for Closed Ranges
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	     c.
Formerly Used Defense Sites (FUDS) --ER
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	     d. FUDS--ER for Transferred Ranges
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	




	
	
	
	
	
	
	
	

	  2. Other Accrued Environmental Costs (Non-DERP funds)
	
	
	
	
	
	
	
	

	     a. Active Installations--Environmental Corrective Action
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	     b. Active Installations--Environmental Closure   Requirements
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	     c. Active Installations--Environ. Response at Active Ranges
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	     d. Other
 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	




	
	
	
	
	
	
	
	

	  3. Base Realignment and Closure (BRAC)
	
	
	
	
	
	
	
	

	     a. BRAC Installations--Environmental Restoration (ER)
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	     b. BRAC Installations--ER for Transferring Ranges 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	     c. BRAC Installations--Environmental Corrective Action
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	     d. Other 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
	
	
	
	
	
	
	
	

	  4. Environmental Disposal for Weapon Systems Programs 
	
	
	
	
	
	
	
	

	     a. Nuclear Powered Aircraft Carriers 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	     b. Nuclear Powered Submarines
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	     c. Other Nuclear Powered Ships 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	     d. Other National Defense Weapon Systems
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	     e. Chemical Weapons Disposal Program
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	     f. Other
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
	
	
	
	
	
	
	
	

	  5.  Total Intra-governmental Environmental Liabilities:  
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0


	As of December 31,
	2003
	2002

	(Amounts in thousands)
	
	Current Liability
	Noncurrent Liability
	Total
	Total



	1.
Environmental Liabilities:
	
	
	
	

	  B.
Non-Federal:
	
	
	
	

	    1.
Accrued Environmental Restoration (DERP funded) Costs:
	
	
	
	

	      a. 
Active Installations--Environmental Restoration (ER)
	$
	0.00 
	$
	0.00 
	$
	   0.00
	$
	0 

	      b. Active Installations--ER for Closed Ranges
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	      c.
Formerly Used Defense Sites (FUDS) -- ER
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	      d. FUDS--ER for Transferred Ranges
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	




	
	
	
	
	
	
	
	

	   2.Other Accrued Environmental Costs (Non-DERP funds)
	
	
	
	
	
	
	
	

	      a.  Active Installations--Environmental Corrective Action
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	      b.  Active Installations--Environmental Closure Requirements
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	      c.  Active Installations--Environ.Response at Active Ranges
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	      d.  Other
 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	




	
	
	
	
	
	
	
	

	   3.   Base Realignment and Closure (BRAC)
	
	
	
	
	
	
	
	

	      a.  BRAC Installations--Environmental Restoration (ER)
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	      b.  BRAC Installations--ER for Transferring Ranges 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	      c.  BRAC Installations--Environmental Corrective Action
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	      d.  Other 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
	
	
	
	
	
	
	
	

	 4. Environmental Disposal for Weapons Systems Programs 
	
	
	
	
	
	
	
	

	      a. Nuclear Powered Aircraft Carriers 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	      b. Nuclear Powered Submarines
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	      c. Other Nuclear Powered Ships 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	      d. Other National Defense Weapons Systems
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	      e. Chemical Weapons Disposal Program
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	      f.  Other
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
	
	
	
	
	
	
	
	

	 5. Total Non-Federal Environmental Liabilities:  
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0

	2.
Total Environmental Liabilities:
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0


	3.
Other Information Related to Environmental Liabilities:  


The books of the Defense Energy Support Center (DESC), a component of the DLA Defense Working Capital Fund (DWCF), do not record a reserve for environmental liability.  Despite the fact that a potential liability exists in the approximate amount of $35,200 thousand, the proper accounting treatment of this amount is currently under discussion between the Defense Finance and Accounting Service and DESC.  We expect upcoming discussions will produce a viable solution to the accounting treatment of this potential expense.

DLA recorded $169,500 thousand for environmental cleanup costs funded through the Defense Environmental Restoration Program (DERP) and Base Realignment and Closure (BRAC) in FY 2002.  This liability, though generated by Working Capital Fund operations and activities, is recorded on the DLA General Fund Statements since they administer the DERP and BRAC environmental cleanup programs. 

	Note 15.A.
	Other Liabilities  

	
	
	

	As of December 31,
	2003
	2002

	
	Current

 Liability
	Noncurrent

 Liability
	Total
	Total

	(Amounts in thousands)
	
	
	
	
	

	1.
Intra-governmental:
	
	
	
	
	
	
	

	   A.
Advances from Others
	$
	0.00 
	$
	0.00 
	$
	   0.00
	$
	0 

	   B.
Deferred Credits 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	   C.
Deposit Funds and Suspense Account 




Liabilities
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	   D.
Resources Payable to Treasury
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	   E.
Disbursing Officer Cash
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	   F.
Nonenvironmental Disposal Liabilities:

	
	
	
	
	
	
	
	

	
    (1) National Defense PP&E (Nonnuclear)
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
    (2) Excess/Obsolete Structures
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	

  (3) Conventional Munitions Disposal
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	

  (4) Other
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	  G. 
Accounts Payable-- Cancelled Appropriations
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	  H
.
Judgement Fund Liabilities

	
	765.25 
	
	0.00 
	
	 765.25
	
	0 

	   I.  FECA Reimbursement to the Department of Labor        
	
	(11,394,399.53)
	
	30,226,306.86 
	
	18,831,907.33
	
	0 

	   J.
Capital Lease Liability
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	   K. Other Liabilities
	
	43,266,234.51 
	
	0.00 
	
	43,266,234.51
	
	0 

	   L. Total Intra-governmental Other Liabilities

	$
	31,872,600.23
	$
	30,226,306.86
	$
	62,098,907.09
	$
	   0


	
	
	

	As of December 31,
	2003
	2002

	(Amount in Thousands)
	
	Current

 Liability
	Noncurrent

 Liability
	Total
	Total

	2.
Non-Federal:
	
	
	
	
	
	
	
	

	   A. Accrued Funded Payroll and Benefits
	$
	47,110,309.91 
	$
	0.00 
	$
	47,110,309.91
	$
	0 

	   B.
 Advances from Others
	
	163,903,139.83 
	
	0.00 
	
	163,903,139.83
	
	0 

	   C. Deferred Credits
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	   D. Loan Guarantee Liability
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	   E.
 Liability for Subsidy Related to Undisbursed Loans
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	   F.
 Deposit Funds and Suspense Accounts
	
	5,844,962.06 
	
	0.00 
	
	5,844,962.06
	
	0 

	   G. Temporary Early Retirement Authority
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	   H. Nonenvironmental Disposal Liabilities:
	
	
	
	
	
	
	
	

	


(1)
National Defense PP&E (Nonnuclear)
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	


(2)
Excess/Obsolete Structures
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
     (3) Conventional Munitions Disposal

	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
     (4) Other

	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	    I.  Accounts Payable--Cancelled Appropriations
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	    J.
 Accrued Unfunded Annual Leave

	
	101,138,480.27 
	
	0.00 
	
	101,138,480.27
	
	0 

	  K. Accrued Entitlement Benefits for Military Retirees and                                Survivors
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	    L.  Capital Lease Liability
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	    M. Other Liabilities
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	    N. Total Non-Federal Other Liabilities
	$
	 317,996,892.07
	$
	   0.00
	$
	317,996,892.07
	$
	   0

	3. 
Total Other Liabilities:
	$
	349,869,492.30
	$
	30,226,306.86
	$
	380,095,799.16
	$
	   0


	4. 
Other Information Pertaining to Other Liabilities:


Intragovernmental

Judgement Fund: The Defense Logistics Agency (DLA), as a component of the Defense Department, interacts with the Treasury Department and OUSD(C) to determine possible claims in the Judgement Fund against DLA funds.  DLA established a process whereby cases provided by the Treasury are researched, documented and recorded to the DLA financial statement, when there is credible evidence of a claim.  DLA reconciled the information provided by Treasury to determine outstanding reimbursements owed the Judgement Fund.  As a result $141 thousand was identified as the valid reimbursement to Treasury by DLA.  Reimbursement to the Judgement Fund will be made in Fiscal year 2003. 

FECA Reimbursement to the Department of Labor (DoL): FECA provides income and medical cost protection to covered Federal civilian employee's injured on the job, employees who have incurred a work-related occupational disease and beneficiaries of employees who's death is attributable to either condition.  FECA claims are submitted to and approved by the DoL.  DoL pays the claim holders and prepares a chargeback to the applicable agency.  The liability represents the chargeback amount to the applicable agency.  Public Law 93-416, Section 8147 essentially gives agencies two years to pay the chargeback bill, allowing time for inclusion in their budgets.  Therefore, there should be an unfunded liability in the AFS for these two years, plus an accrual for the 4th quarter of the current fiscal year. In the current year, a weighted average method was established to allocate the FECA liability.  It must be noted that this change in policy has no material impact on the FECA liability balance, in comparison to previous years.  Any fluctuation in entity balances is solely based upon a true variance in the account. 

Other Intragovernmental Liabilities, Other Liabilities:

	Types
	FY 2002
	
	FY 2001
	

	Intragovernmental – Other Liabilities, Other
	
	
	
	

	Accrued Employee Benefits
	$7,605
	
	$5,625
	

	Prior Year Workers Compensation
	$343
	
	-
	

	Total
	$7,948.00
	thousand
	$5,625.00
	thousand


Intragovernmental Reconciliations for Fiduciary Transactions with the DoL and the OPM: With respect to the major fiduciary balances with the OPM and the DoL, the DFAS was able to reconcile with the OPM and the DoL.  No material differences were identified during the reconciliation.

Nonfederal
Advances from Others: A total of $139,194 thousand is related to advance payments being held in reserve for future orders from civilian agencies for Supply Management Materiel.  The remaining $28,269 thousand is attributed to DRMS Unearned Revenue.

Deposit Funds and Suspense Accounts: Represent DRMS bid collections.  See Note 2, Assets.

Other DLA Disclosures

DLA recorded $5,300 thousand for unemployment benefits funded through the General Fund.  A portion of that cost is applicable to the DLA WCF.

Note Disclosure

See Note Disclosure 1.S. – Significant Accounting Policies for additional discussion on financial reporting requirements and DoD policies governing Contingencies and Other Liabilities.
	Note 15.B.
	Capital Lease Liability


	
	
	

	
	2003
	2002

	As of December 31,
	Asset Category
	

	(Amounts in Thousands)
	Land and

Buildings
	Equipment
	Other
	Total
	Total

	1. Future Payments Due:
	
	
	
	
	

	
A.  2004
	$
	0.00 
	$
	0.00 
	$
	0.00 
	$
	   0.00
	$
	0 

	
B.  2005
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
C.  2006 
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
D.  2007
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
E.  2008 
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	     F. After 5 Years
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
G.
Total Future Lease




Payments Due
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0.00

	
H.
Less: Imputed Interest     




Executory Costs  
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	
I.
Net Capital Lease Liability  
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0

	
	
	
	
	
	
	
	

	2. Capital Lease Liabilities Covered by Budgetary Resources:
 
	$
	0.00 
	$
	0 

	
	
	
	
	

	3. Capital Lease Liabilities Not Covered by Budgetary Resources:
	$
	0.00 
	$
	0 


	4. Other Information: 




DLA currently has no capital lease liabilities recorded.

	Note 16.
	Commitments and Contingencies

	
	
	

	
	
	

	

	Disclosures Related to Commitments and Contingencies: 


The Defense Logistics Agency (DLA) currently is reviewing claims and is involved in suits before the United States Court of Federal Claims regarding the use of economic price adjustments clauses in fuels contracts awarded from 1982 through 1999.  DLA believes that the basis of the claims and suits in unjustified and that us of the clauses was proper and in accordance with law.  The value of claims and cases is approximately $2,600,000 thousand.  DLA is not recognizing these as contingent legal liabilities in the financial statements.

	Note 17.
	 Military Retirement Benefits and Other Employment Related Actuarial Liabilities


	As of  December 31,
	
	
	

	
	                                                                          2003   
	2002

	
	Actuarial Present Value of Projected Plan Benefits
	Assumed

Interest

Rate (%)
	(Less: Assets Available to Pay Benefits)
	Unfunded Actuarial Liability
	Unfunded Actuarial Liability

	(Amounts in Thousands)
	
	
	
	
	

	1.
Pension and Health Benefits:
	
	
	
	
	

	
A.
Military Retirement Pensions
 
	$
	   0.00
	     
	$
	0.00 
	$
	0.00 
	$
	0 

	
B.
Military Retirement Health Benefits
 
	
	   0.00
	     
	
	0.00 
	
	0.00 
	
	0 

	     C. Medicare-Eligible Retiree Benefits
	
	   0.00
	     
	
	0.00 
	
	0.00 
	
	0 

	     D. Total Pension and Health Benefits
	$
	   0.00
	
	$
	   0.00
	$
	   0.00
	$
	   0


	
	
	
	
	
	
	
	
	
	

	2.
Other:
	
	
	
	
	
	
	
	
	

	
A.
FECA
	$
	199,990,277.78
	     
	$
	0.00 
	$
	199,990,277.78 
	$
	0 

	
B.
Voluntary Separation Incentive Programs
	
	   0.00
	     
	
	0.00 
	
	0.00 
	
	0 

	
C.
DoD Education Benefits Fund
 
	
	   0.00
	     
	
	0.00 
	
	0.00 
	
	0 

	
D.
[Enter Program Name}  
	
	   0.00
	     
	
	0.00 
	
	0.00 
	
	0 

	
E.
Total Other
	$
	199,990,277.78
	
	$
	   0.00
	$
	199,990,277.78
	$
	   0

	
	
	
	
	
	
	
	
	
	

	3. Total Military Retirement Benefits and Other Employment Related Actuarial Liabilities:
	$
	199,990,277.78
	
	$
	   0.00
	$
	199,990,277.78
	$
	   0


	4.
Other Information Pertaining to Military Retirement Benefits and Other Employment-Related Actuarial Liabilities: 


	
Actuarial Cost Method Used:      

	
Assumptions:       

	
Market Value of Investments in Market-based and Marketable Securities:        


FECA

The Defense Logistics Agency's (DLA) actuarial liability for workers' compensation benefits is developed by the Department of Labor and provided to DLA at the end of each fiscal year.  The liability includes the expected liability for death, disability, medical, and miscellaneous costs for approved compensation cases.  The liability is determined using a method that utilizes historical benefit payment patterns to predict the ultimate payments.  The projected annual benefit payments are then discounted to the present value using the OMB's economic assumptions for 10-year U.S. Treasury notes and bonds.  Cost of living adjustments and medical inflation factors are also applied to the calculation of projected future benefits. 

	Note 18.
	Unexpended Appropriations  


	
	
	

	As of December 31,
	2003
	2002

	(Amounts in Thousands)
	
	

	1.
Unexpended Appropriations:
	
	

	
A.
Unobligated, Available
	$
	381,430,000.00 
	$
	0 

	
B.
Unobligated, Unavailable
	
	0.00 
	
	0 

	
C.
Unexpended Obligations
	
	0.00 
	
	0 

	
D.
Total Unexpended Appropriations
	$
	381,430,000.00
	$
	   0

	
	
	


	2. Other Information Pertaining to Unexpended Appropriations: 


Not Applicable. 
	Note 19.A
	General Disclosures Related to the Statement of Net Cost

	
	


	Disclosures Related to the Statement of Net Cost 


	


	The Consolidated Statement of Net Cost in the federal government is unique because its principles are driven on understanding the net cost of programs and/or organizations that the federal government supports through appropriations or other means.  This statement provides gross and net cost information that can be related to the amount of output or outcome for a given program and/or organization administered by a responsible reporting entity.

While the Defense Logistics Agency’s (DLA) Working Capital Funds (WCFs) generally record transactions on an accrual basis as is required by generally accepted accounting principles, the systems do not always capture actual costs.  Information presented on the Statement of Net Cost (SoNC) is primarily based on budgetary obligation, disbursements, or collection transaction, as well as information from nonfinancial feeder systems.

Fluctuations:  Net Cost of Operations reflected a material change between comparative fiscal years due to an increase in revenue in FY 2002.



	Note 19.B.
	Gross Cost and Earned Revenue by Budget Functional Classification


	
	
	
	

	As of December 31,
	2003
	2002

	(Amounts in thousands)
	Gross Cost
	(Less:

 Earned Revenue)
	Net Cost
	Net Cost

	Budget Functional Classification
	
	
	
	

	1.
Department of Defense Military (051)
	$      
	0.00 
	$
	0.00 
	$
	   0.00
	$
	0 

	2.
Water Resources by U.S. Army Corps 


of Engineers (301)                            
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	3.
Pollution Control and Abatement by 


US. Army Corps of Engineers (304)
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	4.
Federal Employees Retirement and                                                                                                       


Disability, Department of Defense 


Military Retirement Fund (602)
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	5.
Veterans Education, Training, and              


Rehabilitation by Department of  


Defense Education Benefits 


Trust Fund (702)
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	6.
Total 
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0


	Note 19.C.
	Gross Cost to Generate Intra-governmental Revenue and Earned Revenue (Transactions with Other Federal—Non-DoD—Entities) by Budget Functional Classification


	
	
	
	

	As of December 31,
	2003
	2002

	
	Gross Cost to Generate Intra-governmental Revenue
	(Less: Earned Revenue)
	Net Cost
	Net Cost

	(Amounts in thousands)
	
	
	
	

	Budget Functional Classification
	
	
	
	
	
	
	
	

	1.

Department of Defense Military (051)
	$
	0.00 
	$
	0.00 
	$
	   0.00
	$
	0 

	2.

Water Resources by U.S. Army Corps of Engineers (301) 
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	3.

Pollution Control and Abatement by US. Army Corps of Engineers (304)
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	4.

Federal Employees Retirement and Disability Department of Defense Military Retirement Trust Fund (602)
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	5.

Veterans Education, Training, and



Rehabilitation by Department of 



Defense Education Benefits Trust 



Fund (702)
	
	0.00 
	
	0.00 
	
	   0.00
	
	0 

	6.

Total 
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0


	Note 19.D. 
	Imputed Expenses  


	As of December 31,
	
	

	(Amount in thousands)
	2003
	2002

	
	
	

	1.
Civilian (e.g.,CSRS/FERS) Retirement
	$
	15,335,475.74 
	$
	0 

	2.
Civilian Health
	
	16,034,706.00 
	
	0 

	3.
Civilian Life Insurance 
	
	60,235.57 
	
	0 

	4.
Military Retirement Pension 
	
	0.00 
	
	0 

	5.
Military Retirement Health
	
	0.00 
	
	0 

	6.  Judgment Fund
	
	0.00 
	
	0 

	7.
Total Imputed Expenses
	$
	31,430,417.31
	$
	   0


	Note 19.E.
	Benefit Program Expenses  


	As of December 31,
	September 30,
	

	(Amounts in thousands)
	2003
	2002

	
	
	

	1.
Service Cost 
	$
	0.00 
	$
	0 

	2.
Period Interest on the Benefit Liability 
	
	0.00 
	
	0 

	3.
Prior (or past) Service Cost 
	
	0.00 
	
	0 

	4.
Period Actuarial Gains or (Losses) 
	
	0.00 
	
	0 

	5.  Gains/Losses Due to Changes in Medical

Inflation Rate Assumption
	
	0.00 
	
	0 

	6.
Total Benefit Program Expense
	$
	   0.00
	$
	   0


	Note 19. F.
	Exchange Revenue  

	
	

	
	

	Disclosures Related to the Exchange Revenue: 


Exchange Revenue – arises when a Government entity provides goods and services to the public or to another Government entity for a price, - “earned revenue.”  Exchange revenue includes most user charges other than taxes, i.e., regulatory user charges.    

Supply Management:  Each catalogued item with a national stock number assigned which is managed by a DoD Inventory Control Point has a standard price for sales to all authorized customers, except as may be authorized.  Components establish product prices at the lowest practical item level in order to promote cost visibility/management and to motivate cost effective/supplier behavior.  At a minimum, prices are established by Federal Supply Class (FSC) or other comparable level at which specific cost allocations can be made.  Product pricing levels above the FSC are approved by the Office of the Under Secretary of Defense (Comptroller).  The standard sales price becomes effective for billing purposes on the first day of the fiscal year.

Distribution:  Consistent with activity based costing techniques, in FY 2002, DLA implemented the Net Landed Cost pricing mechanism at the Distribution Depots.  Net Landed Cost pricing structure provides our customers with greater visibility of their distribution costs by commodity, customer, and transactions in order for them to make more informed supply decisions.  

Defense Reutilization and Marketing Service:  Recovers operating costs with a combination of proceeds from the sale of surplus personal property to the public, reimbursements from specific customers for work performed and a Service Level billing paid by the Military Services and DLA Supply Management Activity Groups.  DLA developed Transaction Activity Billing to recover mission costs through a process that provides customers (Military Services and DLA) bills based on services and workload for property disposition.

Document Automation and Production Service:  Sales prices are published in the DAPS Production Standards and Pricing Manual by revenue process.  A revenue process is a discrete process or activity in electronic conversion, retrieval, output and distribution of digital and hard copy information.  Prices are set at a level to recover cost and accumulated operating result.  Customer price change is approved by the Office of the Under Secretary of Defense (Comptroller).  The sales price becomes effective for billing on the first day of the fiscal year.   

	Note 19.G.
	Amounts for Foreign Military Sales (FMS) Program Procurements from Contractors

	
	


	Disclosures Related to Amounts for FMS Program Procurements from Contractors:
 


Other Information Related to Amounts for FMS Program Procurements from Contractors

FMS Program Procurements from Contractors is not applicable to Defense Logistics Agency activities.

	Note 19.H.
	Stewardship Assets

	
	


	Disclosures Related to Stewardship Assets:


Stewardship Assets are not applicable to DLA activities.

	Note 19.I.
	Intra-governmental Revenue and Expense

	
	

	Disclosures Related to Intra-governmental Revenue and Expense:


Intragovernmental Eliminations:  The Defense Logistics Agency (DLA) systems do not capture trading partner data at the transaction level in a manner that facilitates trading partner aggregations.  Therefore, the intragovernmental operating expense balances could not be reconciled with its trading partners.  DLA’s intragovernmental expenses where short of the revenue reported by the seller.  Per DoD FMR Volume 6B, Chapter 13, DLA’s intragovernmental expenses were adjusted to agree with the seller-side revenue data.  The amount of the reclassification from public expense to federal expense was $572,770 thousand in FY 2002.  The break out of Intra-DLA  revenue/expense eliminations as stated on the Statement of Net Cost is as follows:



Activity


Revenue

Expense



Distribution


  $633,263

$165,606



Supply-Material                                 49,914

  722,110



Supply-Operations                          232,643

    54,121



DAPS                                                17,515

      5,557



DRMS                                                54,531

    40,472
                          Total                                              $987,866  

$987,866

	Note 19.J.
	Suborganization Program Costs


	
	
	
	

	As of December 31,
	22003
	2002

	(Amounts in thousands)Amounts in 
	      Subentity A
	       Subentity BB
	Subentity C
	

	
	
	
	
	
	
	
	

	1.
Program A Costs:
	
	
	
	
	
	
	

	
A.
Intra-governmental Costs     
	$
	0.00 
	$
	0.00 
	$
	0.00 
	$
	0 

	
B.
Non-Federal Costs:
	
	
	
	
	
	
	
	

	
   1.
Transfer Payments 
	
	0.00 
	
	0.00 
	
	0.00 
	
	0 

	
 2.
Administrative Costs 
	
	0.00 
	
	0.00 
	
	0.00 
	
	0 

	
   3.
Other Costs
	
	0.00 
	
	0.00 
	
	0.00 
	
	0 

	
 4.
Program A Non-federal Costs
	$
	0.00 
	$
	0.00 
	$
	0.00 
	$
	0 

	
C.
Total Program A Costs 
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0

	
	
	
	
	
	
	
	
	

	2.
Program B Costs:
	
	
	
	
	
	
	
	

	
A.
Intra-governmental Costs     
	$
	0.00 
	$
	0.00 
	$
	0.00 
	$
	0 

	
B.
Non-Federal Costs:
	
	
	
	
	
	
	
	

	
  1.
Transfer Payments 
	
	0.00 
	
	0.00 
	
	0.00 
	
	0 

	
    2.
Administrative Costs 
	
	0.00 
	
	0.00 
	
	0.00 
	
	0 

	
  3.
Other Costs
	
	0.00 
	
	0.00 
	
	0.00 
	
	0 

	
    4.
Program B Nonfederal Costs
	$
	0.00 
	$
	0.00 
	$
	0.00 
	$
	0 

	
C.
Total Program B Costs 
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0

	
	
	
	
	
	
	
	
	

	3.
Program C Costs:
	
	
	
	
	
	
	
	

	
A.
Intra-governmental Costs     
	$
	0.00 
	$
	0.00 
	$
	0.00 
	$
	0 

	
B.
Non-Federal Costs:
	
	
	
	
	
	
	
	

	
    1.
Transfer Payments 
	
	0.00 
	
	0.00 
	
	0.00 
	
	0 

	
  2.
Administrative Costs 
	
	0.00 
	
	0.00 
	
	0.00 
	
	0 

	
    3.
Other Costs
	
	0.00 
	
	0.00 
	
	0.00 
	
	0 

	
  4.
Program C Nonfederal Costs         
	$
	0.00 
	$
	0.00 
	$
	0.00 
	$
	0 

	
C.
Total Program C Costs 
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0

	
	
	
	
	
	

	4.
Program D Costs:
	
	
	
	
	
	
	
	

	
A.
Intra-governmental Costs     
	$
	0.00 
	$
	0.00 
	$
	0.00 
	$
	0 

	
B.
Non-Federal Costs:
	
	
	
	
	
	
	
	

	
   1.
Transfer Payments 
	
	0.00 
	
	0.00 
	
	0.00 
	
	0 

	
 2.
Administrative Costs 
	
	0.00 
	
	0.00 
	
	0.00 
	
	0 

	

 3.Other Costs
	
	0.00 
	
	0.00 
	
	0.00 
	
	0 

	

 4.Program D Non-federal Costs
	$
	0.00 
	$
	0.00 
	$
	0.00 
	$
	0 

	
C.
Total Program D Costs 
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0

	    
	


	5. Other Information:  


	Note 20.
	Disclosures Related to the Statement of Changes in Net Position


	
	
	
	

	
	
	
	

	
	Cumulative
Results of
Operations
2003
	Unexpended
Appropriations   

2003
	Cumulative
Results of
Operations
2002
	Unexpended
Appropriations
2002

	
	
	
	
	

	
	
	
	
	

	As of December 31,
	
	
	
	

	(Amounts in thousands) 
	
	
	
	

	1. Prior Period Adjustments Increases              (Decreases) to Net Position

Beginning Balance:                 
	
	
	
	

	
	
	
	
	

	
A.
Changes in Accounting Standards
	$
	0.00 
	$
	0.00 
	$
	0 
	$
	0 

	B. Errors and Omissions in Prior Year 

Accounting  Reports 
	
	0.00 
	
	0.00 
	
	0 
	
	0 

	
C.   Other Prior Period Adjustments
	
	0.00 
	
	0.00 
	
	0 
	
	0 

	
D.   Total Prior Period Adjustments 
	$
	   0.00
	$
	   0.00
	$
	   0
	$
	   0

	
	
	
	
	
	
	
	
	

	2.
Imputed Financing:
	
	
	
	
	
	
	
	

	
A.
Civilian CSRS/FERS Retirement 
	$
	15,335,475.74 
	$
	0.00 
	$
	0 
	$
	0 

	
B.
Civilian Health
	
	16,034,706.00 
	
	0.00 
	
	0 
	
	0 

	
C.
Civilian Life Insurance 
	
	60,235.57 
	
	0.00 
	
	0 
	
	0 

	
D.   Military Retirement Pension
	
	0.00 
	
	0.00 
	
	0 
	
	0 

	
E.   Military Retirement Health
	
	0.00 
	
	0.00 
	
	0 
	
	0 

	      F.    Judgment Fund
	
	0.00 
	
	0.00 
	
	0 
	
	0 

	
G.   Total Imputed Financing 
	$
	31,430,417.31
	$
	   0.00
	$
	   0
	$
	   0


	3.  Other Information: 




Imputed Financing

The amounts the DLA remits to OPM for employees covered by the CSRS, FERS, FEHB and FEGLI do not fully cover the Government's cost to provide these benefits.  An imputed cost is recognized as the difference between the Government's cost of providing these benefits to the employee contributions made by and for them by DFAS.  The imputed financing cost factors are provided by the OPM to the Office of the Under Secretary of Defense (Personnel and Readiness) (OUSD(P&R)) and DLA.  DFAS provides civilian employees base salary and number of employees electing health benefits by reporting entity to the OUSD(P&R).  The OUSD(P&R) computes and validates the imputed expenses for civilian employee’s retirement and other benefits and provides it to the reporting components.

Other DLA Disclosures

Cumulative Results of Operations, Other Financing Sources, Transfers-in/out Without Reimbursement totals $542,298.  The following tables detail the transfers-in/out by business unit:  

	Distribution Depots
	

	Financing Sources Transferred in without Reimbursement
	           $198,078

	Financing Sources Transferred out without Reimbursement
	           ($68,784)

	Cash Transfer to Component Level
	          $122,349

	Supplemental Appropriation Transfer
	                ($300)

	Total
	          $251,343


	DAPS
	

	Cash Transfer to Component Level
	              $8,390

	Supplemental Appropriation Transfer
	                ($100)

	Total
	              $8,290


	Supply Management Operation
	

	Cash Transfer to Component Level
	       $1,743,478

	Supplemental Appropriation Transfer
	                ($300)

	Financing Sources Transferred Out per DBMS
	         ($141,603)

	Financing Sources Transferred In per DBMS
	          $102,009

	Total
	       $1,703,584


	DRMS
	

	Cash Transfer to Component Level
	           ($38,584)

	Financing Sources Transferred In without Reimbursement
	              $7,920

	Financing Sources Transferred Out without Reimbursement
	         ($127,915)

	Total
	         ($158,579)


	Supply Management Materiel
	

	Financing Sources Transferred In without Reimbursement
	          $371,164

	Reclass to Other Gains (TB eliminations)
	         ($171,639)

	Financing Sources Transferred Out without Reimbursement
	         ($238,030)

	Cash Transfer to Component Level
	      ($2,233,431)

	Supplemental Appropriation Transfer
	           ($75,000)

	Total
	      ($2,346,936)


Reference Note 3- Fund Balance With Treasury for additional information.

Cumulative Results of Operations, Budgetary Financing Sources, Other Budgetary Financing Sources:  The total of $4,636 thousand in other budgetary financing sources is a benefit derived from assets constructed with MILCON dollars.

Fluctuations:  There were material changes between comparative fiscal years in the Total Financing Sources for both, Cumulative Results of Operations and Unexpended Appropriations due to a decrease in Supplemental Appropriations received in FY 2002.
Note Disclosure

See Note Disclosure 19 – Statement of Net Cost.

Other Disclosures

DoD implemented a change in policy with regard to accounting for “Excess, Obsolete, and Unserviceable” effective with the FY 2002 AFS.  In the past, through it’s stratification process and using values from the Supply System Inventory Report (SSIR), DLA identified that $1,500,000 thousand of their Supply Management inventory that met the DoD definition of potential excess and were written down to net realizable value (NRV).  The remaining portion was expensed and included in the calculation of unrealized period gains and losses.  During FY 2002, this change in policy created a $1,400,757 thousand Prior Period Increase to Net Position.

	Note 21.A.
	Disclosures Related to the Statement of Budgetary Resources


	
	

	As of December 31,
	2003
	2002

	(Amounts in thousands)
	
	

	1. Net Amount of Budgetary Resources Obligated for Undelivered Orders at the End of the Period
	$
	8,671,268,732.77 
	$
	0 

	2. Available Borrowing and Contract Authority at the End of the Period
	
	362,267,924.99 
	
	0 

	
	
	

	3. Other Information:


Undelivered Orders at the End of the Period

The Net Amount of Budgetary Resources Obligated for Undelivered Orders at the End of the Period consists of the items shown in the table below.  

	
	Undelivered Orders, Unpaid
	Undelivered Orders, Prepaid
	Downward Adjustment of Prior-Year Unpaid Undelivered Orders
	Total

	Distribution
	$231,709
	($462)
	
	$231,247.00

	Supply – Materiel
	$7,131,893
	$224,120
	
	$7,356,013.00

	Supply – Operations
	$870,725
	$673
	($30)
	$871,368.00

	DAPS
	$39,307
	$99
	
	$39,406.00

	DRMS
	$39,995
	$40
	
	$40,035.00

	     Totals
	$8,313,629.00
	$224,470
	($30)
	$8,538,069.00


Available Borrowing and Contract Authority at the End of the Period

The amount of Borrowing and Contract Authority represents the funds available since the inception of the Defense Logistics Agency’s Working Capital Fund.  Cumulative Contract Authority for DLA does not agree with the 2108 pending the Grant Thornton report stating the correct cumulative balance for Contract Authority.

Apportionment Categories


All of the Defense Logistics Agency’s (DLA) reimbursable obligations are apportioned under category A.

Other DLA Disclosures

The DLA has unobligated balances of budget authority related to their Working Capital Funds (WCF). WCFs receive their initial working capital through an appropriation or a transfer of resources from existing appropriations or funds and use those capital resources to finance the initial cost of products and services.  Financial resources to replenish the initial working capital and to permit continuing operations are generated by the acceptance of customer orders.   The Defense-wide WCF operates with financial principles that provide improved cost visibility and accountability to enhance business management and improve the decision making process.  The activities provide goods and services on a reimbursable basis.  Receipts derived from operations generally are available in their entirety for use without further congressional action. 

The DLA received a capital infusion in the total amount of $700 thousand.  Refer to Note 3, Fund Balance with Treasury.

Spending Authority from Offsetting Collections

Adjustments in funds that are temporarily not available pursuant to Public Law, and those that are permanently not available (included in the “Adjustment” line on the Statement of Budgetary Resources), are not included in the “Spending Authority From Offsetting Collections and Adjustments” line on the Statement of Financing.

In Fiscal Year 2002, the following two enhancements were made to the Statement of Budgetary Resources to facilitate the reconciliation of information between the Statement of Budgetary Resources, the budget execution reports (SF 133) and the Budget of the United States Government:

(1) Separate Column for Non-budgetary Credit Program Financing Accounts.  This change allows for a clear distinction between budgetary and non-budgetary credit program financing account information.  Non-budgetary credit financing accounts are reported separately from the budgetary totals in the Budget of the United States Government.  Separate reporting on the Statement of Budgetary Resources enhances the reconciliation of the two sets of information.

(2)  Offsetting Receipts Line.  Offsetting Receipts are introduced as a new line item in the Statement of Budgetary Resources.  These receipts are collections that are credited to the general fund, special fund or trust fund receipt accounts.  In addition they represents offsetting receipts distributed to the [Reporting Entity].  Offsetting receipts offset budget authority and outlays at the agency level in the Budget of United States Government.  Offsetting receipts must be included in the Statement of Budgetary Resources to reconcile it to information in the Budget of the United States Government.

Fluctuations:

Total Budgetary Resources related to the Budgetary Financing Accounts reflected a material change between comparative fiscal years due to a decrease in cash transfers during FY 2002.

Total, Status of Budgetary Resources related to the Budgetary Financing Accounts reflected a material change between comparative fiscal years due to a change in the Direct Obligations Incurred.  In FY 2001 funds were reclassified as direct from reimbursable to accommodate a DDRS programming issue.  In order for FY 2001 statements to correctly report the obligations, the change was required.  In FY 2002 DDRS has been corrected to properly report the funds.

Net Outlays related to Budgetary Financing Accounts reflected a material change between comparative fiscal years due to an increase in disbursements and collections in FY 2002.

Refer to Note 19 - Statement of Net Cost.

	Note 21.B.
	Disclosures Related to Problem Disbursements, In-transit Disbursements and Suspense/Budget Clearing Accounts


	

	
	
	
	
	
	
	
	
	(Decrease)/Increase

	As of December 31,
	
	Sep 2001
	
	Sep 2002
	
	Sep 2003
	
	from 2002 to 2003

	(Amounts in thousands)

	1. Total Problem Disbursements

   A.  Absolute Unmatched Disbursements 
	$
	0.00 
	$
	0.00 
	$
	0.00 
	$
	   0.00

	   B. Negative Unliquidated Obligations
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00

	2.  Total In-transit Disbursements, Net
	$
	0.00 
	$
	0.00 
	$
	0.00 
	$
	   0.00

	3.  Other Information Related to Problem Disbursements and In-transit Disbursement 


Relevant Information for Comprehension


Definitions


Absolute value is the sum of the positive values of debit and credit transactions without regard to the sign.



UMDs occur when payments do not match to a corresponding obligation in the accounting system.

NULOS occur when payments have a valid obligation but the payment is greater than the amount of the obligation recorded in the official accounting system.  These payments use available funds for valid receiving reports on delivered goods and services under valid contracts.

In-Transits represents the net value of disbursements and collections made by a DoD disbursing activity on behalf of an accountable activity but not yet posted in an accounting system.

The DLA has $24 thousand in problem disbursements and $5 thousand in in-transit disbursements that represent disbursements of DLA funds that have been reported by a disbursing station to the Department of the Treasury but have not yet been precisely matched against the specific source obligation giving rise to the disbursements.  For the most part, these payments have been made using available funds and based on valid receiving reports for goods and services delivered under valid contracts.  The problem disbursements and in-transit disbursements arise when the DLA’s various contracting, disbursing, and accounting systems fail to match the data necessary to properly account for the disbursement transactions in all applicable accounting systems.  The DLA has efforts underway to improve the systems and to resolve all previous problem disbursements and process all in-transit disbursements.  

	4.  Suspense/Budget Clearing Accounts,Net

	Account
	
	Sep 2001
	
	Sep 2002
	
	Sep 2003
	
	(Decrease)/Increase

	
	
	
	
	
	
	
	
	

	F3875
	$
	0.00 
	$
	0.00 
	$
	0.00 
	$
	   0.00

	F3880
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00

	F3882
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00

	F3885
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00

	F3886
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00

	Total
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0.00

	5.  Other Information Related to Suspense/Budget Clearing Accounts:


	Note 22.
	Disclosures Related to the Statement of Financing


	
	

	
	
	

	

	Disclosures Related to the Statement of Financing: 


The objective of the Statement of Financing is to make users understand the difference between budgetary and net cost of operations reported.  The statement provides this understanding through a comprehensive reconciliation process.

Other Information Related to the Statement of Financing

Others Material Changes

Resources That Do Not Finance Net Cost of Operations: 

Resources that fund expenses recognized in prior periods:

	Program
	Change in Unfunded Annual Leave
	FECA Liab/Exp for FY 2002
	Current Year Actuarial FECA Liab/Exp for FY 2002
	Change in Judgement Fund Liability
	Totals

(thousand)

	Distribution Depots
	(551)
	(1,756)
	(13,202)
	
	($15,509)

	Supply Mgt. Ops.
	
	(3,622)
	(27,239)
	(1,570)
	($32,431)

	DAPS
	
	(292)
	(2,198)
	
	($2,490)

	DRMS
	(79)
	(401)
	(3,019)
	(574)
	($4,073)

	  Totals (thousand)
	($ 630)
	($6,071)
	($45,658)
	($2,144)
	($54,503)


Other resources or adjustments to net obligated resources that do not affect net cost of operations:

DRMS  – There was a decrease of $39 thousand in Travel Advances, an increase in Refund Receivables by $14 thousand and an increase in bad debt not covered by allowance for $1 thousand.

Components of Net Cost of Operations that will not Require or Generate Resources:


Other:
Supply Management Operations – There was a $345 thousand change in Allowance for Loss on Receivables, an adjustment of ($836) thousand for expenses recognized in prior year for proprietary purposes, and a $26,490 thousand write off of assets booked in 1999, but never actually part of DLA.

DAPS – There was a $137 thousand change in Allowance for Loss on Receivables and a decrease of $6 thousand related to other events.

DRMS - There was a $2,044 thousand change in Allowance for Loss on Receivables.

Others DLA Disclosures:

The statement of financing was expanded to further articulate and detail the relationship between net obligations from budgetary accounting and net cost of operation from proprietary accounting.  Some items that were reported last year as a single line were subdivided to reflect its components.  Several new line items were added to separately identify and further explain the use of resources to finance net obligations or net cost of operations.  This change notes key differences between the net obligations and net cost of operations.

Budgetary data is not in agreement with Proprietary Expenses and Asset Capitalized.  This causes a difference in Net Cost between the Statement of Net Cost and the Statement of Financing. 

Fluctuations: 

Total Resources Used to Finance the Net Cost of Operations experienced a material change between FY 2002 and FY 2001 due to two major areas.  An increased use of obligations incurred in FY 2002 contributed to the material difference being reported.  In addition, a material change between comparative fiscal years is reflected due to a change in Undelivered Orders and Unfilled Customer Orders in FY 2002. 

Total Components of Net Cost of Operations that will not Require or Generate Resources reported a material change between comparative fiscal years due to costs capitalized on the Balance Sheet related to a gain in PP&E of $171,270 thousand. 

	Note 23.
	Disclosures related to Custodial Activity.


Not applicable to DLA.

	Note 24.A.
	Other Disclosures 


	1.
ENTITY AS LESSEE-Operating Leases

	

	
A.
Description of lease arrangements:

	


Although DLA has operating leases, they are not managed in a manner that permits providing data on future outlays.

	As of December 31,
	

	
	
	    2003
	2002

	(Amounts in thousands)


B.
Future Payments Due:
	
	Asset
	
	Asset
	
	Asset
	
	
	
	

	



Fiscal Year
	
	Category 1
	
	Category 2
	
	Category 3
	
	Total
	
	Total

	


2004
	$
	0.00 
	$
	0.00 
	$
	0.00 
	$
	   0.00 
	$
	0 

	


2005
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00 
	
	0 

	


2006
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00 
	
	0 

	


2007
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00 
	
	0 

	


2008
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00 
	
	0 

	


After 5 Years

	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00 
	
	0 

	


Total Future Lease Payments 
Due

	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0


	2.
ENTITY AS LESSOR:

	

	
A.
Capital Leases:

	

	


1.
Description of lease arrangements:  

	


DLA has no lease arrangements where DLA is the lessor.

	As of December 31,
	
	
	

	
	
	  2003
	2002

	(Amounts in thousands)
	
	
	
	
	
	
	
	
	
	

	2. Future Projected Receipts,

Capital Leases:
	
	Asset
	
	Asset
	
	Asset
	
	
	
	

	



Fiscal Year
	
	Category 1
	
	Category 2
	
	Category 3
	
	Total
	
	Total

	


  2004
	$
	0.00 
	$
	0.00 
	$
	0.00 
	$
	   0.00 
	$
	0 

	


  2005
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00 
	
	0 

	


  2006
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00 
	
	0 

	


  2007
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00 
	
	0 

	


  2008
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00 
	
	0 

	


  After 5 Years

	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00 
	
	0 

	


  Total Future Capital Lease




  Receivables
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0


	
B.
Operating Leases:

	


1.
Description of lease arrangements:  

	


	As of December 31,
	
	,
	

	
	
	 2003
	2002

	(Amounts in thousands)




	
	
	
	
	
	
	
	
	
	

	          2.  Future Projected Receipts:
	
	Asset
	
	Asset  
	
	Asset
	
	
	
	

	



Fiscal Year
	
	Category 1
	
	Category 2
	
	Category 3
	
	Total
	
	Total

	


  2004
	$
	0.00 
	$
	0.00 
	$
	0.00 
	$
	   0.00 
	$
	0 

	


  2005
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00 
	
	0 

	


  2006
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00 
	
	0 

	


  2007
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00 
	
	0 

	


  2008
	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00 
	
	0 

	


  After 5 Years

	
	0.00 
	
	0.00 
	
	0.00 
	
	   0.00 
	
	0 

	


  Total Future Operating

             Leases Receivables
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0.00
	$
	   0


	Note 24.B.
	Other Disclosures 


	

	Other Disclosures: 


