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Fi nan cial Statements                                    
of the United States Gov ern ment
for the Year Ended Sep tem ber 30, 1998

This State ment re ports the re sults of Gov -
ern ment op er a tions. This in cludes rev e nues
prin ci pally gen er ated by the Gov ern ment’s
sov er eign power to tax, levy du ties, and as -
sess fines and pen al ties. The state ment cov ers 
the net cost of Gov ern ment op er a tions, net of
rev e nue earned from the sale of goods and
ser vices to the pub lic. It also in cludes any ad -
just ments and un rec on ciled trans ac tions that
af fect the net po si tion.

Statement 
of Operations 
and Changes

in Net Position

Revenue

The main source of rev e nue
for Gov ern ment op er a tions con -
sists of taxes and other rev e nue
the Fed eral Gov ern ment gen er -
ates un der its sovereign pow ers
or re ceives by do na tion.

“In di vid ual in come tax and
tax with hold ings” con sist of
Fed eral in come taxes, and So -
cial Se cu rity and Medicare
taxes, net of re funds.

“Mis cel la neous earned rev e -
nue” con sists of earned rev e -
nues re ceived from the pub lic
with vir tu ally no as so ci ated
cost. This cat e gory in cludes
rev e nues gen er ated from spec -
trum auc tions and rents and roy -
al ties on the Outer Continental
Shelf Lands. 

Net Cost 
of Government
Operations

The State ment of Net Cost
pres ents the “Net cost of Gov -
ern ment op er a tions,” which is
gross cost mi nus earned rev e -
nue.

Unreconciled
Transactions

“Un rec on ciled trans ac tions”
are ad just ments made to bal ance 
the change in Net Po si tion. 

Net Po si tion—
Be gin ning of Pe riod

The “Net po si tion—be gin -
ning of pe riod” re flects the net

po si tion re ported on the prior year’s
Bal ance Sheet.

Prior Period Adjustments

“Changes in ac count ing prin ci -
ples” is the ret ro ac tive ef fect of ap -
ply ing new Fed eral Fi nan cial Ac -
count ing Stan dards.

“Other ad just ments” are re vi sions 
to cor rect the be gin ning net po si -
tion.

Net Position—
End of Period

This amount re flects the net po si -
tion on the cur rent year’s Bal ance
Sheet.
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This state ment re ports the net cost
of fis cal 1998 Gov ern ment op er a -
tions. It also shows the cost to carry
out na tional pri or i ties as de ter mined
by law. 

It also cat e go rizes costs by ma jor
func tion. It pres ents costs in much
the same way as does the bud get, ex -
cept that costs are al lo cated to func -
tions based on ac count ing stan dards. 
Thus, this state ment re ports costs on
an ac crual ba sis and al lo cates them
dif fer ently than the bud get. For ex -
am ple, this state ment al lo cates the
cost of pen sions and re tiree health

ben e fits among all the func tions that
em ploy work ers. The bud get cat e go -
rizes pen sion pay ments to re tir ees as 
a subfunction, found un der “In come
se cu rity.” The bud get cat e go rizes
agency con tri bu tions to re tire ment
funds as intragovernmental out lays
dis trib uted among all the func tions
that em ploy work ers. A de scrip tion
of each of the func tions and the com -
po nents of net cost for the ac tiv i ties
in cluded in each func tion is pre -
sented in Sup ple men tal In for ma tion
as “Net cost de tail.”

The State ment con tains the fol -
low ing three com po nents for each
func tion: 

• The gross cost of Gov ern ment
op er a tions.
• The rev e nues earned from the
pub lic for goods and ser vices.

• The net cost of Gov ern ment
op er a tions, which is gross cost
less rev e nue earned.

Gross Cost
“Gross cost” in cludes the full cost

of all func tions. These costs may be
di rectly traced, as signed on a cause
and ef fect ba sis, or rea son ably al lo -
cated to the func tion.

Earned Revenue

This is rev e nue the Gov ern ment
earned by pro vid ing goods and ser -
vices to the pub lic at a price.

Net Cost
The “Net cost” of Gov ern ment

op er a tions is com puted by sub tract -
ing “Earned rev e nues” from “Gross
cost.”

Statement 
of Net Cost

As sets in cluded on the Bal ance Sheet are
re sources of the Fed eral Gov ern ment that re -
main avail able to meet fu ture needs. The
most sig nif i cant as sets re ported in the Bal -
ance Sheet are loans re ceiv able and  in ven to -
ries, as well as prop erty, plant and equip -
ment. There are, how ever, other sig nif i cant
re sources avail able to the Gov ern ment that
ex tend be yond the as sets pre sented in this
Fi nan cial State ment. Those as sets in clude
the Gov ern ment’s sov er eign pow ers to tax,
reg u late com merce and set mon e tary pol icy.
They also in clude nat u ral re sources.

A change in ac count ing stan dards, ef fec -
tive as of Oc to ber 1, 1997, cre ated a new
class of as sets, termed Stew ard ship As sets.
Se lected as sets now are  high lighted sep a -
rately from the Bal ance Sheet un der Stew -
ard ship In for ma tion. As stew ard of these as -

sets, it is in cum bent on the Gov ern ment to
dem on strate ac count abil ity by in clud ing
these as sets in its fi nan cial re ports. 

National defense assets

“Na tional de fense as sets” are weapon
sys tems and sup port ing as sets used by the
mil i tary for the Na tion’s com mon de fense
and gen eral wel fare. The pre dom i nant re -
port ing ob jec tives for na tional de fense as -
sets are their avail abil ity to de fend the
country in times of need. These ob jec tives
are best mea sured in non-financial terms.
Ef fec tive Oc to ber 1, 1997, na tional de fense
as sets to tal ing $655.2 bil lion were re clas si -
fied from the Bal ance Sheet to Stew ard ship
In for ma tion. Ex am ples of those as sets in -

Assets

This Bal ance Sheet shows the Gov ern ment’s as sets and li a bil i -
ties. It alone does not pro vide a com plete pic ture of the Gov ern -
ment’s fi nan cial re sources nor the cur rent and fu ture claims on
them. How ever, when com bined with Stew ard ship In for ma tion,
this in for ma tion pres ents a more com pre hen sive un der stand ing
of the Gov ern ment’s fi nan cial po si tion.  Most line items on the
Bal ance Sheet are de scribed in the Notes to the Fi nan cial
Statements. The first note, for ex am ple, pro vides in for ma tion on
the ac count ing pol i cies for as sets and li a bil i ties.

Balance  
Sheet
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clude air craft car ri ers, sub ma rines,
tanks and mis siles.

Stewardship land

“Stew ard ship land” is land owned
by the Fed eral Gov ern ment and set
aside for the use and en joy ment of
pres ent and fu ture gen er a tions. The
Fed eral Gov ern ment does not ex pect
to use this land to meet its ob li ga tions, 
un like the as sets listed on the Bal ance 
Sheet. Stew ard ship land is mea sured
in non-financial units such as acres of
land and lakes, miles of park ways,
and wild and sce nic rivers. Ex am ples
of stew ard ship land in clude his toric
parks, na tional for ests, wil der ness ar -
eas and land used to en hance eco sys -
tems to en cour age an i mal and plant
spe cies and to con serve na ture.

Heritage assets

“Her i tage as sets” are Gov ern -
ment-owned as sets that have one or
more of the fol low ing char ac ter is tics:
his tor i cal or nat u ral sig nif i cance; cul -

tural ,  ed u ca t ional ,  or  ar  t is  t ic
im por tance; or sig nif i cant ar chi tec -
tural fea tures. The cost of her i tage as -
sets of ten is not de ter mi na ble or rel e -
vant to their  sig nif  i  cance.  Like
stew ard ship land, the Gov ern ment
does not ex pect to use these as sets to
meet its ob li ga tions. The most rel e -
vant in for ma tion about her i tage as -
sets is non-financial.  In stead, in for -
ma tion on their ex is tence pro vides the 
best mea sure of the Gov ern ment’s
cus to dial re spon si bil ity. Ex am ples of
her i tage as sets in clude: the Dec la ra -
tion of In de pend ence, the Con sti tu -
tion, and the Bill of Rights pre served
by the Na tional Ar chives. Also in -
cluded are na tional mon u ments such
as the Viet nam Vet erans Me mo rial,
Jef fer son Me mo rial and the Wash ing -
ton Mon u ment as well as art and cul -
tural trea sures at the Smith so nian In -
sti tu tion and the Li brary of Con gress.
Many other sites such as the bat tle -
fields, his toric struc tures and na tional 
his toric land marks also are placed un -
der this cat e gory.

Liabilities and Net Position

Li a bil i ties are ob li ga tions of
the Fed eral Gov ern ment re sult -
ing from prior ac tions that will
re quire re sources. The most sig -
nif i cant li a bil i ties re ported on
the Bal ance Sheet are Fed eral
debt se cu ri ties held by the pub lic 
and ac crued pen sion li a bil i ties
for cur rent and re tired Fed eral
ci vil ian and military per son nel.
How ever, the Gov ern ment’s re -
spon si bil i ties are much broader
than these Bal ance Sheet li a bil i -
ties. 

The Gov ern ment’s re spon si -
bil i ties and pol icy com mit ments
in clude the so cial in sur ance pro -
grams dis closed in Stew ard ship
In for ma tion and cer tain fu ture
loss con tin gen cies.

The mag ni tude and com plex -
ity of so cial in sur ance pro grams
cou pled with the ex treme sen si -
tiv ity of pro jec tions re lat ing to
the many as sump tions of the
pro gram pro duce a large range

of pos si ble re sults. The Stew ard -
ship Re spon si bil ities sec tion
ex plains fac tors that im pact the
var i ous pro grams. Using this in -
for ma tion, the read ers can ap ply
their  own judg ment to the
sustainability of the in di vid ual
pro grams. The Fed eral Ac count -
ing Stan dards Ad vi sory Board
con tin ues to con sider the ap pro -
pri ate ac count ing treat ment for
them.

The Bal ance Sheet in cludes
so cial in sur ance ben e fits due
and pay able as of the re port ing
date. 

Each of the so cial in sur ance
pro grams has an as so ci ated trust
fund to ac count for its ac tiv ity.
An ex pla na tion of the large trust
funds for so cial in sur ance and
many of the other large trust
funds  is in cluded in Note
17–Ded i cated Col lec tions. That
note also con tains in for ma tion

about trust fund re ceipts, disbursements 
and as sets.

A broad per spec tive on the Fed eral
Gov ern ment’s re spon si bil i ties is pro -
vided by the Cur rent Ser vices As sess -
ment, which also can be found un der
Stew ard ship In for ma tion. Pres ented in
ac cor dance with the Pres i dent’s bud get, 
this in for ma tion es ti mates Fed eral ex -
pen di tures for fis cal years 1999 through 
2004 if there are no changes to cur rent
law. 

The Gov ern ment also has un re solved
con tin gen cies where ex ist ing con di -
tions, sit u a tions or cir cum stances cre ate 
un cer tainty about fu ture losses. Con tin -
gent li a bil i ties that do not meet the cri te -
ria for  rec og ni tion on the Bal ance
Sheet, but for which there is at least a
rea son able pos si bil ity that a loss has
been incurred, are dis closed in Note
15–Com mit ments and Con tin gencies.

“Net po si tion” is pre sented as the sum 
of Bal ance Sheet as sets less Bal ance
Sheet li a bil i ties.
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United States Government                                                                                             
Statement of Operations and Changes in Net Position                               
for the Year Ended September 30, 1998

(In billions of dollars) 

Revenue:

Individual income tax and tax withholdings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,374.2

Corporation income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 186.3

Unemployment taxes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26.4

Excise taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57.6

Estate and gift taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24.0

Customs duties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.7

Other taxes and receipts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26.6

Miscellaneous earned revenues. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.4

Total revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,720.2

Net Cost of Government Operations:

National defense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 321.6

Human resources . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,080.4

Physical resources . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100.2

Net interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 243.1

Other functions. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 108.7

Total net cost of Government operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,854.0

Excess of Net Cost Over Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (133.8)

Unreconciled transactions affecting the change 
in net position (Note 16) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23.9

Decrease in net position . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (109.9)

Net position, beginning of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,003.0)

Prior Period Adjustments (Note 14):

Changes in accounting principles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (681.7)

Other adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (339.8)

Net position, end of period. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,134.4)

The ac com pa ny ing notes are an in te gral part of these fi nan cial state ments.
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United States Government                                                                                           
Statement of Net Cost 
for the Year Ended September 30, 1998

(In bil lions of dol lars)
  Gross
Cost

Earned 
Rev e nue Net Cost

National defense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 343.6 22.0 321.6

Hu man Re sources:

Education, training, employment 
and social services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 54.7 3.3 51.4

Health . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 125.3 1.1 124.2

Medicare . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 213.7 20.6 193.1

Income security . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 181.8 7.7 174.1

Social Security . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 378.7 - 378.7

Veterans benefits and services (Note 10). . . . . . . . . . . . . . . 160.2 1.3 158.9

Total human resources . . . . . . . . . . . . . . . . . . . . . . . . . . 1,114.4 34.0 1,080.4

Physical Resources:

Energy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.3 11.9 1.4

Natural resources and environment . . . . . . . . . . . . . . . . . . . 27.0 4.2 22.8

Commerce and housing credit . . . . . . . . . . . . . . . . . . . . . . . 96.5 70.7 25.8

Transportation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41.6 3.7 37.9

Community and regional development . . . . . . . . . . . . . . . . . 14.7 2.4 12.3

Total physical resources. . . . . . . . . . . . . . . . . . . . . . . . . . 193.1 92.9 100.2

Net interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 243.1 - 243.1

Other Functions:

International affairs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24.8 6.0 18.8

General science, space and technology . . . . . . . . . . . . . . . . 19.9 0.1 19.8

Agriculture . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19.1 2.3 16.8

Administration of justice . . . . . . . . . . . . . . . . . . . . . . . . . . . 28.3 1.4 26.9

General government . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29.2 2.8 26.4

Total other functions . . . . . . . . . . . . . . . . . . . . . . . . . . . . 121.3 12.6 108.7

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,015.5 161.5 1,854.0

The ac com pa ny ing notes are an in te gral part of these fi nan cial state ments.
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United States Government 
Balance Sheet 
as of September 30, 1998

(In billions of dollars)

Assets:

Cash and other monetary assets (Note 2) . . . . . . . . . . . . . . . . . . . . . . .                           96.8

Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                           36.1

Loans receivable (Note 3). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                         166.8

Taxes receivable (Note 4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                           27.1

Inventories and related property (Note 5). . . . . . . . . . . . . . . . . . . . . . . .                         166.8

Property, plant and equipment (Note 6) . . . . . . . . . . . . . . . . . . . . . . . . .                         299.3

Other assets (Note  7) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                           59.9

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                         852.8

Liabilities and Net Position:

Accounts payable (Note 8) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                           90.0

Federal debt securities held by the public (Note 9). . . . . . . . . . . . . . . . .                      3,717.7

Federal employee and veteran benefits payable (Note 10) . . . . . . . . . . .                      2,685.1

Environmental liabilities (Note 11) . . . . . . . . . . . . . . . . . . . . . . . . . . . .                         224.5

Benefits due and payable (Note 12) . . . . . . . . . . . . . . . . . . . . . . . . . . .                           77.6

Loan guarantee liabilities (Note 3) . . . . . . . . . . . . . . . . . . . . . . . . . . . .                           37.7

Other liabilities (Note 13) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                         154.6

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                      6,987.2

Commitments and Contingencies (Note 15)                   

Net Position . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (6,134.4)

Total liabilities and net position . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                         852.8

The ac com pa ny ing notes are an in te gral part of these fi nan cial state ments.
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