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June 28, 1996 

MEMORANDUM FOR UNDER SECRETARY OF DEFENSE (COMPTROLLER) AND CHIEF 
FINANCIAL OFFICER 

ASSISTANT SECRETARY OF THE NA VY (FINANCIAL 
MANAGEMENT AND COMPTROLLER) 

DIRECTOR, DEFENSE FINANCE AND ACCOUNTING SERVICE 
DIRECTOR, DEFENSE SECURITY ASSISTANCE AGENCY 

SUBJECT: Audit Report on Internal Controls and Compliance with Laws and Regulations for 
the FY 1995 Financial Statement of the Defense Security Assistance Agency 
(Report No. 96-187) 

We are providing this report for your review and comment. Financial statement audits are 
required by the Chief Financial Officers Act of 1990, as amended. Office of Management and 
Budget Bulletin No. 93-06, "Audit Requirements for Federal Financial Statements," January 8, 
1993, requires the Inspector General, DoD, to report on the adequacy of internal controls and 
compliance with laws and regulations and express an opinion on the fairness of the presentation of 
the financial statements. Management comments on a draft of this report were considered in 
preparing the final report. 

DoD Directive 7650.3 requires that all recommendations be resolved promptly. We 
request that the Under Secretary of Defense (Comptroller) provide additional comments on 
Recommendations A.La., A.Lb., C.2.b., and E.L by August 30, 1996. 

We were unable to render an opinion on the statement of financial position for the Defense 
Security Assistance Agency, because the internal control structure was not effective to provide 
reasonable assurance that material misstatements would be prevented or detected in a timely 
manner. Our disclaimer of opinion was based on the statement of financial position as of 
September 30, 1995. Our disclaimer of opinion and the financial statements audited are included 
in Appendix A. 

We appreciate the courtesies extended to the audit staff. If you have any questions about 
this audit, please contact Ms. Evelyn R. Klemstine, Audit Program Director, at (703) 604-9172 
(DSN 664-9172) or Mr. Hassan A. Soliman, Audit Project Manager, at (703) 604-9615 
(DSN 664-9615). See Appendix G for the report distribution. The audit team members are listed 
inside the back cover. 

David K. Steensma 

Deputy Assistant Inspector General 


for Auditing 




Office of the Inspector General, DoD 

Report No. 96-187 June 28, 1996 
(Project No. SLG-2029.01) 

Internal Controls and Compliance with Laws and Regulations 
for the FY 1995 Financial Statements of the Defense Security 

Assistance Agency 

Executive Summary 

Introduction. The Defense Security Assistance Agency (DSAA) administers the 
security assistance program under the Foreign Assistance Act of 1961, as amended; the 
Arms Export Control Act, as amended; and other statutes, Executive Orders, and 
Directives. The September 30, 1995, principal financial statements of DSAA reported 
$27.4 billion of assets, of which $15.8 billion was for the Foreign Military Sales 
(FMS) trust fund, $8.5 billion for the Foreign Military Loan Liquidating Account, 
$2.4 billion for the Foreign Military Financing Direct Loan Financing Account, and 
$0. 7 billion for the Special Defense Acquisition Fund. Generally, funds in the FMS 
Trust Fund are owned by foreign customers, and managed by the U.S. Government in 
a fiduciary capacity. We limited our detail review to the FMS Trust Fund that 
represented about 58 percent of the DSAA reported assets. DSAA, as the funds 
manager, is responsible for establishing and maintaining an internal control structure 
and complying with laws and regulations applicable to those funds. The Defense 
Finance and Accounting Service, Denver Center (DFAS-DE) is responsible for 
maintaining the accounting system for the funds managed by DSAA. 

Audit Objectives. The primary audit objective was to express an opinion on whether 
the financial statements were presented fairly in accordance with Office of Management 
and Budget Bulletin No. 94-01, "Form and Content of Agency Financial Statements," 
November 16, 1993. As part of that process, we reviewed internal controls and 
compliance with laws and regulations. We also followed up on corrective actions 
resulting from previous audits of the financial statements of DSAA. 

Disclaimer of Opinion. We were unable to render an opinion on the financial 
statements of DSAA because DSAA did not ensure that DFAS-DE had established 
adequate audit trails from the account balances to underlying transactions used to 
support the FY 1995 statement of financial position for the FMS Trust Fund. 

Internal Controls. The DSAA and DFAS-DE internal control structure for the FMS 
Trust Fund needed improvement because it did not provide reasonable assurance that 
material misstatements would be prevented or detected in a timely manner. Also, 
controls over transaction processing and general ledger recording did not provide 
reasonable assurance of accurate account balances reported. 

o DoD policy does not permit DFAS-DE to account for the revenues and 
expenses in the FMS Trust fund financial statements. As a result, those financial 
statements were noncompliant with Office of Management and Budget Bulletin 
No. 94-01, and there was no assurance that those statements presented fairly the 
financial condition of the fund (Finding A). 
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o The DFAS-DE did not have reasonably accessible audit trails to track 
$13.4 billion of disbursements, and $370.5 million of undistributed disbursements to 
supporting source documents. As a result, there was no assurance that the $5 .5 billion 
reported in the fund balances with the treasury were accurate (Finding B). 

o The DFAS-DE did not have an adequate audit trail for the accounts payable 
and unearned revenue accounts. As a result, there was no assurance that the reported 
$182 million accounts payable and $13.1 billion unearned revenue were 
accurate (Finding C). 

o The DFAS-DE erroneously classified overcollections from customers as 
receivables and did not age accounts receivable. As a result, there was no assurance 
that the reported accounts receivable balance of $2.5 billion was accurate (Finding D). 

o The DFAS-DE did not adequately restrict user and programmer access to the 
accounting system, and did not follow up to verify that all transactions rejected by the 
Defense Integrated Financial System were corrected. As a result, unauthorized users 
had access to sensitive financial information, which may affect the integrity of the data 
(Finding E). 

Findings on Compliance With Laws and Regulations. Instances of noncompliance 
with laws and regulations that materially affected the reliability of the statement of 
financial position for the FMS Trust Fund existed. Except for laws and regulations 
dealing with the form and content of financial statements, all instances of material 
noncompliance and their effect on the statement of financial position are discussed in 
Part I.A. Part LB. contains our report on compliance with laws and regulations. 

Summary of Recommendations. We recommend that the Under Secretary of Defense 
(Comptroller) and Chief Financial Officer require the recognition of the FMS Trust 
Fund revenues and expenses, or obtain a waiver from compliance with Office of 
Management and Budget Bulletin No. 94-01. Additionally, we recommend that DSAA 
adjust the surcharge rates and redistribute the account balances annually. We 
recommend that DFAS-DE establish reasonably accessible audit trails and subsidiary 
ledgers to support the processing and recording of transactions of the FMS Trust Fund, 
report accounts receivable with credit balances as a liability of the FMS Trust Fund, 
age accounts receivable, and strengthen the general application controls regarding 
electronic data processing access to the Defense Integrated Financial System by limiting 
access to the financial management ledger software and implementing its Departmental 
Instruction 177-39. We recommend that the Navy report FMS accounts payable to 
DFAS-DE for inclusion in the DSAA financial statements. 

Management Comments. The Under Secretary partially concurred with obtaining a 
waiver from compliance with the Office of Management and Budget requirement to 
prepare, and have audited, financial statements for the FMS Trust Fund; disclosing the 
attrition account balance as U.S. Government equity; and analyzing the surcharge 
accounts. The Under Secretary of Defense (Comptroller) concurred with retaining the 
disbursement date and voucher number in the applicable Defense Integrated Financial 
System feeder subsystems, and establishing procedures to control the undistributed 
disbursements including a time-phased resolution plan and identification of applicable 
foreign customers or surcharge accounts before payment. The Under Secretary also 
concurred with DFAS-DE including the Navy accounts payable in the financial 
statements, maintaining and reconciling subsidiary ledgers for the accounts payable and 
the unearned revenue - advances from public - other non-Federal (government) account 
as part of the audit trail. The Under Secretary stated that the audit trail existed for the 
accounts payable and the unearned revenue account, and additional information can be 
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obtained from the installation level accounting systems. The Under Secretary also 
partially concurred that DFAS-DE request, and analyze, accounts payable aging 
information from DoD organizations implementing Letters of Offer and Acceptance, 
and to accrue accounts payable associated expenses. Finally, the Under Secretary 
partially concurred with aging accounts receivable, stating that although accounts 
receivable are being aged, applicable policy will be clarified. The Under Secretary 
concurred with DFAS-DE recording country level credit accounts receivable as a 
liability, limiting programmers access to production and test versions of applications 
software, and monitoring suspended performance transactions. 

The Navy agreed to report the Navy FMS accounts payable. The DSAA concurred 
with adjusting the surcharge rates and redistributing the balances as required by the 
DoD policy, and with establishing a time-phased plan to resolve the undistributed 
disbursements. See Part I for a complete discussion of management comments and 
Part ill for the complete text of those comments. 

Audit Response. Management comments were generally responsive. However, 
additional information is needed on requesting a waiver from the Office of 
Management and Budget, improving accounts payable audit trails, and restructuring 
programmer access. We request that the Under Secretary and the DSAA provide the 
additional information by August 30, 1996 
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Audit Results 

Audit Background and Objectives 

Audit Background. The Chief Financial Officers Act of 1990 (the Act), 
Public Law 101-576, requires executive departments and agencies to prepare 
financial statements for each of their trust funds, revolving funds, and 
commercial activities. The Act also requires Inspectors General to audit or 
arrange for the audit of all financial statements prepared under the Act. The 
resulting audit reports must include an audit opinion of the statements, a report 
on the adequacy of internal controls of the reporting entity, and a report on 
compliance with laws and regulations that could have a material effect on the 
financial statements. The Act, as amended by the Federal Financial 
Management Act of 1994, prescribes the responsibility of management 
regarding the financial statements, internal controls, and compliance with laws 
and regulations. The Defense Security Assistance Agency (DSAA), as the 
funds manager, is responsible for establishing and maintaining an internal 
control structure and complying with laws and regulations applicable to those 
funds. The Defense Finance and Accounting Service, Denver Center 
(DFAS-DE), is responsible for maintaining the accounting system1 for the funds 
managed by DSAA. 

The principal financial statements of DSAA comprised statements for four funds 
with total assets of $27.4 billion. The $27.4 billion included $15.8 billion for 
the Foreign Military Sales (FMS) Trust Fund, $8.5 billion for the Foreign 
Military Loan Liquidating Account, $2.4 billion for the Foreign Military 
Financing Direct Loan Financing Account, and $0.7 billion for the Special 
Defense Acquisition Fund. We performed our audit on one of those four funds, 
the FMS Trust Fund. On September 30, 1995, the FMS Trust Fund assets 
comprised 58 percent of the overall financial statement of DSAA. 

1An accounting system includes the methods and records established to identify, 
assemble, analyze, classify, record, and report an entity's transactions and to 
maintain accountability for the related assets and liabilities. 
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Audit Results 

Table 1 shows the FMS Trust Fund balances of assets and liabilities reported as 
of September 30, 1995. 

Table 1. FMS Trust Fund Statement of Financial Position 

Assets 

Account 
Balance 

<billions) 

Fund balances with the treasury $ 5.500 
Cash 7.800 
Accounts receivable - transactions with non-Federal 

(governmental) entities 2.500 

Total Assets $15.800 

Liabilities 

Accounts payable - transactions with Federal 
(governmental) entities $ .065 

Accounts payable - transactions with non-Federal 
(governmental) entities .117 

Liability for deposit funds/suspense account 
other non-Federal (governmental) liabilities 2.500 

Unearned revenue - advances from public
other non-Federal (governmental) liabilities 13.100 

Total Liabilities $15.800 

Audit Objectives. The primary audit objective was to express an opinion on 
whether the financial statements were presented fairly in accordance with Office 
of Management and Budget (OMB) Bulletin No. 94-01, "Form and Content of 
Agency Financial Statements," November 16, 1993. As part of that process, 
we reviewed internal controls and compliance with laws and regulations. An 
additional objective was to provide positive assurance on compliance with laws 
and regulations for the items tested, and provide negative assurance on 
compliance with laws and regulations for items not tested. We also followed up 
on corrective actions resulting from previous audits of the financial statements 
of DSAA. See Appendix C for a discussion of the scope and methodology, and 
Appendix D for a discussion of prior audit coverage related to the audit 
objectives. 

3 




Part I.A. - Review of Internal Control 
Structure 



Review of Internal Control Structure 

Introduction 

Management Responsibilities. The DSAA and DFAS-DE management are 
jointly responsible for establishing and maintaining a management control 
structure. In fulfilling that responsibility, estimates and judgments by 
management are required to assess the expected benefits and related costs of 
management control structure policies and procedures. Specifically, DoD 
Financial Management Regulation 7000.14, volume 15, "Financial Management 
Regulation; Security Assistance Policy and Procedures," March 1993. (DoD 
Financial Regulation, volume 15), states that DFAS-DE is responsible for 
conducting an annual review of the DoD security assistance accounting system, 
including the development of an annual Management Control Program to test 
internal controls and measure the quality of DoD security assistance accounting 
systems and the operations of DoD organizations performing security assistance 
functions. DSAA, as the funds manager, is responsible for establishing and 
maintaining an internal control structure and complying with laws and 
regulations applicable to those funds; however, DFAS-DE is responsible for 
maintaining the accounting system for the funds managed by DSAA. 

Control Structure Elements and Objectives. The internal control structure 
for management's accounting of financial information comprises the accounting 
and related systems, control environment, and control procedures. The 
objectives of a management control structure (United States Code, title 31, 
section 3512) are to provide management with reasonable but not absolute 
assurance that the following are met: 

o Transactions are properly recorded and accounted for to permit the 
preparation of reliable financial statements and maintain accountability over 
assets. 

o Funds, property, and other assets are safeguarded against loss, 
misappropriation, unauthorized use, and waste. 

o Transactions, including those related to obligations and costs, are 
executed in compliance with laws and regulations that could have a direct and 
material effect on the financial statements, and any other laws and regulations 
that OMB, entity management, or the Inspector General, DoD, have identified 
as being significant for which compliance can be objectively measured and 
evaluated. 

o Data that support reported performance measures are properly 
recorded and accounted for to permit preparation of reliable and complete 
performance information. 

o Performance measures exist and are adequate to enable the fund's 
management to identify and correct problems. 
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Review of Internal Control Structure 

Contro1s Reviewed. W~ reviewed the internal control structure for the fund 
balances with Treasury, cash, accounts receivable, accounts payable, and 
unearned revenue - advances from public (unearned revenue) of the FMS Trust 
Fund to express an opinion on the financial statements for the year ended 
September 30, 1995. We were unable to review the statement of operations and 
changes in net position for the FMS Trust Fund because the statement reported 
zeros for all accounts. 

Reportable Conditions not Noted. Our review provides a reasonable basis for 
conclusion on the internal control structure, and compliance with laws and 
regulations as they relate to the financial statements of DSAA. Our review 
would not necessarily disclose all internal control and compliance reportable 
conditions that might also be considered material weaknesses. 

Reportable Conditions and Material Weaknesses. Reportable conditions are 
matters coming to our attention relating to significant deficiencies in the design 
or operation of the management control structure that, in our judgment, could 
adversely affect the organization's ability to effectively control and manage its 
resources and ensure accurate and reliable financial information needed to 
manage and evaluate operational performance. A material weakness is a 
reportable condition in which the design or operation of the management control 
structure does not reduce to a relatively low level the risk that errors or 
irregularities could occur. Such errors would be in amounts that would be 
material to the statements being audited, or material to a performance measure 
or aggregation of related performance measures, and would not be detected 
within a timely period by employees in the normal course of performing their 
functions. Material internal control weaknesses existed in the internal control 
structure at DSAA and DFAS-DE. 

2Tue FMS Trust Fund had two cash accounts in the statement of financial 
position, fund balances with the Treasury, which is cash with the 
U.S. Treasury; and cash, which is cash on deposit with commercial banks and 
the Federal Reserve Bank. 
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Finding A. Accounting for Revenues and 
Expenses 
The DFAS-DE did not account for revenues and expenses in the FMS 
Trust Fund. The statement of operations and changes in net position, as 
of September 30, 1995, reported zeros for all revenue and expense 
accounts. The revenues and expenses were not accounted for because 
DoD Financial Regulation volume 15, did not allow revenue and 
expense recognition. As a result, the FY 1995 financial statements for 
the FMS Trust Fund were noncompliant with OMB Bulletin No. 94-01, 
and there was no assurance that those statements presented fairly the 
financial condition of the FMS Trust Fund. Specifically, 

o the overall performance of the FMS Trust Fund could not be 
measured, 

o analyzing the unearned surcharge revenues and expenses and 
redistributing the balances were not accomplished, and 

o profits and losses to the U.S. Government from the attrition 
fees paid by the foreign customers were not disclosed in the financial 
statements. 

Regulatory and Legal Requirements 

OMB Bulletin No. 94-01 and General Accounting Office (GAO) "Policy and 
Procedures Manual for Guidance of Federal Agencies," Title 2, 
"Accounting," November 14, 1984. The OMB Bulletin No. 94-01 requires 
Federal agencies to prepare annual financial statements, which includes a 
statement of financial position and a statement of operations. The bulletin 
allows a variance in implementing the guidance if the operations of the agency 
or the program warrant a variance to allow the financial statements to reflect 
more fully financial operations and condition to improve disclosure. GAO 
title 2 requires that financial statements be prepared and issued in accordance 
with the accounting standards promulgated by the guidance. Further, it requires 
that independent agencies prepare a statement of operations that reports 
expenses, losses, gains, and financing sources (including revenues). 

Arms Export Control Act (Public Law 90-629) and the Letter of Offer and 
Acceptance3 Provisions. Sections 21 and 22 of the Arms Export Control Act 
require the foreign customer to pay the full cost of the articles or services 

3A Letter of Offer and Acceptance is a contract between the U.S. Government 
and a foreign government, in which the foreign government agrees to allow 
U.S. Government representatives to act on its behalf to procure defense articles 
and services. 
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Finding A. Accounting for Revenues and Expenses 

provided. Provisions of the Letter of Offer and Acceptance further state that the 
U.S. Government will execute the offer and acceptance on a non-profit basis. 
Section 21 of the Arms Export Control Act also requires that after 
September 30, 1976, letters of offer shall include appropriate charges for 
administrative services, calculated on an average percentage basis to recover the 
full estimated costs, excluding a share of fixed base operations costs. 

FMS Surcharges 

In providing PMS goods and services, the U.S. Government incurs costs that 
are directly identifiable to a country, case, and line in a Letter of Offer and 
Acceptance, and surcharges4 that are charged based on a predetermined standard 
rate. The funds recovered through standard surcharge rates were expected to 
approximate, but not equal, the actual costs incurred and, therefore, a difference 
between the cost charged to the customer and the cost incurred by the 
U.S. Government is expected. The surcharge accounts comprise administrative 
surcharge; transportation surcharge; contract administration services; General 
Services Administration packing, crating, and handling; and attrition 
surcharges. 

Administrative Surcharge. The administrative surcharge is added to 
the cost of Defense articles and services to recoup the full cost associated with 
the administration of PMS. Standard clauses of a Letter of Offer and 
Acceptance require the initial deposit from a foreign customer to include 
50 percent of the total estimated administrative surcharge, and the remaining 
50 percent included within each of the scheduled payments at equal percentages. 
The administrative surcharge is also intended to recoup the administrative costs 
of providing PMS logistics support, such as spares and other items required to 
maintain a weapon system. 

Transportation Surcharge. The transportation surcharge applies when 
Defense Transportation Service is approved and used. Transportation 
surcharges do not apply to items drawn from a stock fund or the Defense 
Business Operation Fund. The transportation surcharge rates applied are based 
on the delivery terms code and the destination. For items such as an airplane, 
for which actual transportation costs would be significantly different from the 
estimated charge using the standard rate, DSAA established special tables to 
provide a more accurate estimate. 

4A PMS surcharge is used to recover an expense incident to issues, sales, and 
transfers of materiel that are not included in the standard price or contract cost 
of materiel. 
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Finding A. Accounting for Revenues and Expenses 

Contract Administration Service. The contract administration service 
surcharge is applied to all FMS procurements to cover the cost of contract 
administration services functions. Those functions include quality assurance and 
inspection, contract audits, and other contract administration services. DSAA 
may waive all or part of those charges. 

General Services Administration Packing, Crating, and Handling. 
The packing, crating, and handling surcharge is designated by the General 
Services Administration to recoup the costs associated with shipments from the 
General Services Administration inventories. 

Attrition Surcharge. The U.S. Government charges foreign countries 
procuring training services an attrition surcharge to cover potential damage to 
the training equipment. As a result, the risk of damage or loss for training 
equipment was with the U.S. Government. Before October 1, 1995, the 
attrition charge for FMS training was 4 percent for flying and 1 percent for 
nonflying training. Effective October 1, 1995, the attrition rate was changed to 
1 percent for all FMS training. When equipment is damaged beyond repair due 
to FMS student error, a report of the loss and request for attrition funds to 
cover procurement of the replacement items are submitted to DSAA for 
approval. 

Revenue and Expense Account Balances 

DoD policy does not permit DFAS-DE to account for revenues and expenses of 
the FMS Trust Fund. As of September 30, 1995, the statement of operations 
and changes in net position reported zeros for all revenue and expense accounts. 
DSAA earned revenues and incurred expenses of at least $10 billion each, for 
the FMS Trust Fund during the fiscal year, which should have been reported. 
The FMS customers made payments in advance of receipt of the Defense 
articles and services. Revenues were earned when delivery of a service or item 
was made. Expenses were incurred when payments were made, or when a 
liability was established for acquired Defense articles or services. However, 
instead of recognizing revenues and expenses in accounts in the statement of 
operations and changes in net position, DFAS-DE recorded the affect of 
revenue and expense transactions (such as changes in unearned revenue account) 
in the statement of financial position accounts. 

Accounting Entries Under the Present System. DoD Financial Regulation, 
volume 15, does not require a complete accounting system for the FMS Trust 
Fund where revenues, expenses, and net results are readily determinable. 
Paragraph 030207 states: 

The Arms Export Control Act requires that the FMS program be 
operated at no cost to the U.S Government. The provisions of the 
Letter of Offer provide that USG [U.S. Government] will execute the 
Offer and Acceptance on a non-profit basis. Therefore, recognition of 
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Finding A. Accounting for Revenues and Expenses 

an equity balance in the PMS Trust Fund is prohibited. The Foreign 
Military Sales Trust Fund Financial Statements will not include 
equity, revenue or expense accounts. 

Collections of the FMS Trust Funds were credited to the unearned revenue 
account of the statement of financial position, and disbursements were debited 
to that same account. Examples of transactions and the corresponding entries 
under the present accounting system are in Appendix B. 

Accounting Entries Under the Recommended System. Because we are 
recommending recognition of the FMS Trust Fund revenues and expenses, 
revisions are required to the present accounting system. The unearned revenue 
account would not be used to accumulate expenses and earned revenues. The 
new accounting entries would include, for example, accounts for expenses, 
costs, revenues, and sales. Examples of transactions and the corresponding 
accounting entries are in Appendix B. 

Accounting and Related Systems 

The FY 1995 financial statements were noncompliant with OMB 
Bulletin No. 94-01, which requires that revenues, expenses, and net position be 
accounted for and presented in the financial statements. The Under Secretary of 
Defense (Comptroller) and the Chief Financial Officer had not obtained a 
waiver from the requirements of OMB Bulletin No. 94-01. DFAS-DE did not 
have features of an effective accounting system for the FMS Trust Fund to 
ensure presentation of a fair financial statement. Also, that accounting system 
did not ensure timely measurement of the FMS Trust Fund overall 
performance, analysis of the unearned surcharge revenues and expenses and 
redistributing the balances, and proper disclosure of the U.S. Government 
profits or losses from the attrition fees paid by the foreign customers. 

Measurement of the FMS Trust Fund Overall Performance. 
Identifying the net operating results of the FMS Trust Fund would be in 
consonance with the principles of an effective control environment. 
Management control methods that identify the status of actual performance and 
exceptions from planned performance, as well as communicating them to the 
appropriate level of management, is one of those factors. Management would 
have better information to judge the overall performance of the FMS Trust 
Fund, in addition to examining the reasonableness of the standard surcharge 
rates. When revenues and expenses are matched, net result of operations would 
be identified, examined, and corrective actions taken if the net result is found 
unreasonable. Lack of revenue and expense recognition was first reported as a 
material internal control weakness in our audit of the FY 1992 financial 
statements of DSAA (see Appendix D). 

Existence and Ownership of a Residual or Deficit. We believe 
achieving a breakeven in performing the FMS Trust Fund under the existing 
system may not occur. At case closure, DFAS-DE did not make adjustments 
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Finding A. Accounting for Revenues and Expenses 

for the difference between the surcharges collected at standard rates, and the 
actual surcharge costs incurred by the U.S. Government. We further believe 
that generally, the ownership of that residual or deficit belongs to the foreign 
customer based on the breakeven requirement included in the Arms Export 
Control Act and the DoD Financial Regulation volume 15. 

Analysis of the Surcharge Accounts. The DFAS-DE did not 
maintain subsidiary accounts for the revenues and expenses applicable to the 
FMS surcharges, thus the required analyses of the surcharge subsidiary accounts 
were not accomplished. Collections and matching disbursements for those FMS 
surcharges were to be recorded in subsidiary accounts in the unearned revenue 
account, general ledger account 2312, as required by DoD Financial Regulation 
volume 15. Instead, DFAS-DE maintained subsidiary cash accounts for the 
receipts and disbursements of the surcharge accounts. According to 
DoD Financial Regulation volume 15, DFAS-DE is required to analyze the 
surcharge subsidiary ledgers in the general ledger account 2312, and 
recommend to the DSAA rate changes and redistribution of surcharge account 
balances. To satisfy the requirement in DoD Financial Regulation volume 15, 
the surcharges residual or deficit must be determined. Table 2 shows the 
surcharge account balances as of September 30, 1995. 

Table 2. FMS Trust Fund Surcharge Cash Account Balances 

Surcharge 
Categozy 

Surcharge 
Account 

Balance as of 
Sei;!tember 301 1995 

(million) 
Administrative 978242.00 $642.8 
Transportation 978242.LO 25.9 
Contract administration 

service 978242.80 115.1 
General Services Administration 

packing, crating, 
and handling 978242.81 3.2 

Attrition 978242.82 47.3 

Total $834.3 

Attrition Surcharge Profit or Loss Disclosure. Because 
DFAS-DE was prohibited from recording the FMS Trust Fund revenues and 
expenses, DFAS-DE did not measure and disclose the net position of the 
attrition surcharge account. We believe that the net result of that surcharge 
belongs to the U.S. Government because the customer pays a fixed fee in 
exchange for transferring the risk of damage or loss of training equipment to the 
U.S. Government. The financial condition of the attrition surcharge was not 
disclosed in the financial statements. 
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Finding A. Accounting for Revenues and Expenses 

Materiality and Impact on Financial Statements 

The management controls over revenues, expenses, and residual or deficit were 
materially deficient. DoD Financial Management Regulation 7000.14, 
volume 1, "Financial Management Regulation; General Financial Management 
Information, Systems, and Requirements," May 1993 (DoD Financial 
Regulation volume 1) contains guidance on what constitutes a material 
deficiency in an accounting system. That regulation provides 13 key accounting 
requirements that systems must comply with to meet standards established by 
the General Accounting Office, OMB, the Department of the Treasury, and 
DoD. 

First Key Accounting Requirement. The first key accounting requirement 
states that the general ledger accounts structure must include the general ledger 
accounts for equity, expense, losses, gains, and financing sources (including 
revenues). In addition, full financial disclosure, accountability, adequate 
financial information, and reports must be provided for management purposes, 
and for necessary external reporting to the OMB and the Treasury. 

Calculating Material Deficiency. According to the regulation, a departure 
from a key accounting requirement is considered a material deficiency if it 
could result in loss of control over 5 percent or more of the measurable 
resources for which the accounting system is responsible. For the fiscal year 
ending September 30, 1995, the published FMS Trust Fund statement of 
operations reported zeros for all revenues and expenses accounts. Although 
there was no mathematical base against which to apply the regulation's 
materiality criteria of 5 percent, the zero balances represent a material 
deficiency. 

Material Deficiencies in Revenues, Expenses, and Residual or Deficit. The 
DSAA did not report revenues, expenses, and residual or deficit in the FY 1995 
Statement of Operations. In addition to not reporting the revenue and expenses 
of normal operations, DSAA did not report $47.3 million of U.S. Government 
equity in the attrition account. Therefore, the internal control structure was 
materially deficient. 

Under Secretary of Defense (Comptroller) and Chief Financial 
Officer Opinion 

The Director for Accounting Policy, Office of the Under Secretary of Defense 
(Comptroller) and Chief Financial Officer, believed the FMS Trust Fund did 
not have revenues and expenses because those revenues and expenses were 
realized and recorded at the Letter of Offer and Acceptance implementing 
agencies. Additionally, there was no cost accounting system to capture detailed 
expenses at the central accounting locations at DFAS-DE. Further, reporting 
net fund residual or deficit would not be an advisable management decision. 
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Finding A. Accounting for Revenues and Expenses 

The Director stated that a waiver to exempt the FMS Trust Fund from the 
requirement to prepare financial statements would be sought from OMB because 
the funds involved were not owned by DoD and should not be consolidated with 
other DoD financial statements. 

Recommendations, Management Comments, and Audit 
Response 

A.1. We recommend that the Under Secretary of Defense (Comptroller) 
and the Chief Financial Officer revise DoD Financial Management 
Regulation 7000.14, volume 15, 11DoD Financial Management Regulation; 
Security Assistance Policy and Procedures, 11 March 1993, to: 

a. Require recognition and accounting for the revenues and 
expenses of the Foreign Military Sales Trust Fund, or obtain a waiver from 
compliance with the Office of Management and Budget Bulletin No. 94-01, 
"Form and Content of Agency Financial Statements. 11 

Management Comments. The Under Secretary partially concurred. The 
Under Secretary stated that a waiver from the Office of Management and 
Budget requirement to prepare, and have audited, financial statements for the 
FMS Trust Fund would be requested. 

Audit Response. We request that the Under Secretary provide the completion 
date for the planned action in response to the final report. 

b. Require recognition and proper reporting of the U.S. 
Government equity in the attrition surcharge fund balance as a footnote to 
the fmancial statements, in a separate fund, or by other means of 
disclosure. 

Management Comments. The Under Secretary partially concurred. The 
Under Secretary stated that if the Office of Management and Budget determines 
that the FMS Trust Fund should have audited financial statements, applicable 
guidance will be modified to provide for amounts in the attrition surcharge 
account to be disclosed as U.S. Government equity. 

Audit Response. We request that the Under Secretary provide an estimated 
completion date for the planned action in response to the final report. 
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A.2. We recommend that the Director, Defense Finance and Accounting 
Service, Denver Center, analyze the surcharge subsidiary ledgers in the 
unearned revenue - advances from public account to recommend to the 
Defense Security Assistance Agency rate changes and redistribution of 
surcharge account balances. 

Management Comments. The Under Secretary partially concurred. The 
Under Secretary stated that in February 1996, an agreement was reached with 
the Principal Deputy Under Secretary of Defense (Policy) that DSAA would 
conduct analyses of surcharge subsidiary ledgers in the unearned 
revenue - advances from public account. 

A.3. We recommend that the Director, Defense Security Assistance 
Agency, adjust the surcharge rates and redistribute the surcharge account 
balances annually in coordination with the Under Secretary of Defense 
(Comptroller) and the Chief Financial Officer, using the actual surcharge 
data and analyses performed by the Defense Finance and Accounting 
Service, Denver Center to ensure the Foreign Military Sales Trust Fund 
operates at no cost or profit to the U.S. Government. 

Management Comments. The Under Secretary and the DSAA Comptroller 
concurred. The DSAA Comptroller stated that DSAA will continue to analyze 
and monitor the surcharge account balances, and annually, review the rates for 
recommended rate adjustments or account balance redistribution. 
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Finding B. Fund Balances With the 
Treasury 
The DFAS-DE did not have reasonably accessible audit trails to track 
about $13.4 billion of disbursements, and $370.5 million of 
undistributed disbursements. Audit trails were inadequate because the 
Defense Integrated Financial System (DIFS) did not have disbursement 
voucher numbers and dates traceable to DFAS, Columbus, records. 
Additionally, DF AS-DE did not follow up and research undistributed 
disbursements, and DSAA had not established a time-phased plan to 
resolve the undistributed disbursements. As a result, DFAS-DE internal 
controls were not adequate to provide reasonable assurance that the 
$5.5 billion reported in the fund balances with the Treasury was 
accurate; therefore, that account balance may be materially misstated. 

Regulatory Requirements 

Internal Control Standards and DoD Guidance. The specific internal control 
standard of documentation, included in GAO title 2 requires that support for 
transactions be readily available for examination, and easily accessible to allow 
tracking of a transaction through completion. Additionally, DoD Financial 
Management Regulation 7000.14, volume 5, "Financial Management 
Regulation; Disbursing Policy and Procedures," December 1993 (DoD 
Financial Regulation, volume 5), establishes the standards, responsibilities, and 
procedures for disbursements and requires that disbursement vouchers contain 
complete and accurate data to be considered valid. DoD Financial Regulation, 
volume 15, establishes the accounting, financing, and billing procedures for 
transactions of the FMS Trust Fund. That regulation requires, at a minimum, 
that the heads of the DoD implementing agencies identify disbursements to a 
specific FMS case and such other information as necessary to match 
disbursements to the applicable delivery transaction. 

Under Secretary of Defense (Comptroller) and Chief Financial Officer 
Guidance. A memorandum from the Under Secretary of Defense 
(Comptroller), "DoD Accounting Policy and Procedures for Researching and 
Correcting Unmatched Disbursements and Negative Unliquidated Obligation 
Transactions," June 1995, includes policy and procedures for researching and 
resolving undistributed disbursements. That guidance requires charging the 
unmatched disbursements to the FMS administrative surcharge clearing account 
if, within 180 days from the start of the required research, the error was not 
corrected. 
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Disbursement Account Balance 

The DSAA did not ensure that DFAS-DE had reasonably accessible audit trails 
to track about $13.4 billion of disbursements, and $370.5 million of 
undistributed disbursements. We attempted to test $13.4 billion of FMS Trust 
Fund disbursements using stratified random sampling techniques. Of the 
$13.4 billion, DFAS, Columbus, disbursed $6.6 billion. Additionally, we 
attempted to test the validity of the process used by DFAS-DE to account for 
the cash reported and reconciled with the Department of the Treasury through 
identifying the countries on whose behalf the payments were made. We were 
unable to readily obtain the documentation needed to validate the sample 
transactions. We concluded that the fund balances with the Treasury for the 
FMS Trust Fund balance may be materially misstated. 

Accounting and Related Systems 

Audit Trail and Validity of Recorded Transactions. The audit trail for the 
FMS Trust Fund disbursements was not readily available, and reliability of the 
accounting system was not assured. The specific internal control standard of 
documentation requires that support for transactions be readily available for 
examination, and easily accessible to allow tracking of a transaction through its 
completion. Additionally, a reliable accounting system should capture valid 
transactions. 

Funds Disbursed. Disbursements of about $13.4 billion for the FMS 
Trust Fund were made through 1,203 of the DF AS-controlled disbursing 
stations. Through intermediate accounting systems, the disbursing stations input 
disbursement data into DIFS, which is the central security assistance accounting 
system used by DFAS-DE. For our sample, we selected DFAS, Columbus, 
because it accounted for the majority of the disbursements in the universe. 
However, documents to support FMS Trust Fund disbursement transactions 
needed to validate the 350 items contained in our sample of 1,750 vouchers 
were not readily available at DFAS, Columbus. Representatives of DFAS, 
Columbus, informed us that they did not have the resources to retrieve the 
supporting documents. The representatives indicated that the voucher numbers 
or the disbursement day, month, and year were needed to retrieve the 
supporting documents. Absence of the disbursing day, required DFAS, 
Columbus, to identify the voucher numbers manually and would require manual 
examination of an approximately 11,000-page report. Although DFAS, 
Columbus, reported the data to DFAS-DE through intermediate accounting 
systems, the DIFS truncated the disbursement day and did not capture the 
voucher number. As a result, we were unable to validate the accuracy of the 
funds disbursed reported by DFAS-DE in the fund balances with the Treasury 
account in the FMS Trust Fund statement of financial position. 
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Undistributed Disbursements. As of September 30, 1995, DFAS-DE 
did not have adequate controls or audit trails for $370.5 million of undistributed 
disbursements. Disbursements are made from the FMS Trust Fund in response 
to requests by the Military Departments and the State Department.5 DFAS-DE, 
however, was unable to identify the specifics of $370.5 million of 
disbursements, to include voucher numbers and source, or how long those 
disbursements were outstanding. Neither could those undistributed 
disbursements be identified to a epecific FMS country or surcharge account. 
The DoD implementing agencies were responsible for assigning the correct 
foreign country or the surcharge account to be charged. However, some of the 
assigned codes did not represent a bona fide country or surcharge account. 
DFAS-DE was responsible for the FMS Trust Fund cash management; 
however, DFAS-DE management stated that they did not emphasize the 
research and follow up of undistributed disbursements because often they were a 
result of a timing difference and would self-correct within a few months. The 
undistributed disbursements have been steadily increasing as shown in Table 3. 

Table 3. FMS Trost Fund Annual Balance of Undistributed 

Disbursements 


($Million) 
End of FY 1989 $ 43.8 
End of FY 1990 71.2 
End of FY 1991 102.8 
End of FY 1992 59.9 
End of FY 1993 146.2 
End of FY 1994 225.6 
End of FY 1995 370.2 

As of February 1996, the undistributed disbursements had decreased to 
$278 million. The reduction appeared in the Air Force share of the unmatched 
disbursements. DSAA did not establish a time-phased plan to resolve the 
undistributed disbursements; however, on February 6, 1996, DSAA requested 
that the Chief Financial Officer, DoD, provide a waiver for complying with the 
requirement to research and resolve undistributed disbursements recorded in the 
FMS Trust Fund, because the applicable funds were owned by foreign 
countries. DSAA requested that if after 180 days the research did not resolve 

5Tue State Department incurred costs for support of overseas activities 
performed by the Security Assistance Organization/Office. Those costs 
included, but were not limited to, administrative charges to the FMS surcharge 
account, and direct charges (for example, payroll; temporary duty; and office 
support) to FMS cases. 

6For the purposes of this report, the DoD implementing agencies include the 
Army, the Navy, the Air Force, and any other DoD organization that executes a 
Letter of Offer and Acceptance. 
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the undistributed disbursements, then the amount (valued at $10,000 or less) 
would be charged to the FMS administrative surcharge fund. Charging the 
unresolved, undistributed disbursements to the administrative fund, results in 
charging countries that do not benefit from the unresolved disbursements. In 
response to the DSAA request for a waiver, the Chief Financial Officer in a 
May 6, 1996 memorandum, stated that a delay until September 30, 1996, for 
complying with the requirement to research and resolve undistributed 
disbursements would be granted. However, an exemption from the requirement 
for the FMS Trust Fund to obligate amounts for problem disbursements that are 
in excess of 180 days would not be authorized. 

Control Procedures 

The undistributed disbursements for the FMS Trust Fund were not included as 
an action item in the annual Management Control Program prepared by 
DFAS-DE. DoD Financial Regulation volume 15, states that DFAS-DE, as the 
central site for security assistance accounting within DoD, is responsible for the 
development of an annual Management Control Program to test internal controls 
and to measure the quality of DoD security assistance accounting systems and 
operations of the DoD implementing agencies. That regulation also requires 
DoD implementing agencies to fully support the DF AS-DE Management 
Control Program, and that tests or reviews involving the DoD implementing 
agencies shall be jointly accomplished by DFAS-DE and the agencies involved. 
DF AS-DE personnel informed us that they have authority over neither the DoD 
implementing agencies and the disbursing stations nor all the Defense 
Accounting Offices. 

Materiality and Impact on Financial Statements 

The internal accounting controls over fund balances with Treasury were 
materially deficient. DoD Financial Regulation volume 1, contains guidance on 
what constitutes a material deficiency in an accounting system. That regulation 
provides 13 key accounting requirements that systems must reasonably comply 
with to meet standards established by the GAO, OMB, the Department of the 
Treasury, and DoD. 

Key Accounting Requirements. The seventh key accounting requirement 
states that the system must have good fund control procedures to prevent 
untimely liquidation of obligations, unmatched expenditures, and undistributed 
disbursements. The eighth key requirement deals with audit trails and provides 
that a system should ensure that transactions are correctly classified, coded, and 
recorded in all affected accounts. Also, the financial transactions that the 
system is accounting for must be adequately supported with pertinent documents 
and source records. All transactions, including those that are computer
generated and computer-processed, must be traceable to individual source 
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records. The ninth key accounting requirement deals with cash and specifies 
that a system should be designed to ensure timely payments based on properly 
approved disbursement documents. 

Calculating Material Deficiency. According to the regulation, a departure 
from a key accounting requirement is considered a material deficiency if that 
departure could result in loss of control over 5 percent or more of the 
measurable resources for which the accounting system is responsible. As of 
September 30, 1995, the statement of financial position reported a cash balance 
of $5.5 billion in the fund balances with Treasury for the FMS Trust Fund. 
Applying the regulation's materiality criteria of 5 percent to the fund balances 
with Treasury would mean that a material deficiency would occur if cash were 
$275 million more or less than the reported amount. 

Material Deficiencies in Fund Balances With Treasury. The inability of 
DFAS-DE to provide supporting documentation to allow us to audit 
$13.4 billion of disbursements for the FMS Trust Fund, and the missing 
original voucher numbers in the accounting system were reasons for concern. 
The internal control structure was materially deficient, because the potential loss 
of control due to inadequate audit trails and computer interface may exceed the 
$275 million criteria for materiality, especially given that the balance includes 
$370.5 million of undistributed unidentifiable disbursements. As such, the cash 
balance of $5.5 billion presented in the statement of financial position cannot be 
relied upon. 

Additional Data Provided by DFAS-DE 

Disbursements Audit Trails. On March 15, 1996, after we completed our 
audit field work, DFAS-DE provided new data to support availability of 
disbursements audit trail. The DFAS-DE accounting director stated that using 
the data he provided required a sampling plan different from the one our 
statisticians designed. The proposed sampling plan required a smaller sample, 
and the selection would be by month. The accounting director also stated that 
directions had been given to add the voucher number to a report that would 
facilitate tracking the disbursement vouchers in the future. Our examination of 
the data DFAS-DE provided showed no evidence to support auditability of the 
FMS Trust Fund disbursements of FY 1995. However, for future audits, 
including the voucher number and the complete disbursement date should make 
it possible to attempt the disbursement verifications. 

On April 15 and 16, 1996, DFAS-DE provided additional data to support 
availability of disbursements audit trail. DFAS-DE personnel stated that they 
were able to track about 250 of the 350 vouchers in the initial sample using the 
existing audit trail. Three DFAS-DE personnel retrieved the documents in 
31h days. However, those personnel identified the supporting vouchers through 
the process of trial and error and elimination whenever identical amounts were 
disbursed. We believe voucher numbers, as unique identifiers of transactions, 
should represent the audit trail leading to the disbursement supporting 
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documents. DFAS-DE initiated an action to ensure the voucher numbers are 
reported in the accounting systems of the Army, the Navy, and the Air Force. 
DFAS-DE actions are commendable because the changes should result in a 
reasonably accessible audit trail for future audits. 

Undistributed Disbursements Audit Trails. On April 15 and 16, 1996, 
DFAS-DE provided additional data that showed that efforts were underway to 
address vigorously the issue of the problem disbursements. Those efforts 
included the assignment of a special project office in May 1995 to contact the 
implementing agencies to resolve the undistributed disbursements. However, 
DFAS-DE personnel believed that they did not have the authority to enforce 
corrective actions over all the Defense Accounting Offices because not all those 
offices were part of DFAS-DE. As a result of DFAS-DE efforts, the balance of 
the undistributed disbursement was reduced from $370.2 million at the end of 
September 1995, to $278 million as of February 1996. However, DFAS-DE 
personnel believed that although they can provide the detailed transactions 
comprising the $370.2 million reported as of September 1995, the detailed 
transactions occurred over several years and were comprised of numerous 
positive and negative transactions with little to relate them to each other, which 
could make a reconciliation impractical. 

Management Comments on Finding and Audit Response 

Management Comments. The Under Secretary disagreed with our finding that 
the balance of the Fund Balances With the Treasury account may be materially 
misstated, because the account was reconciled to the Treasury to the penny. 
The Under Secretary stated that the fact that some disbursements were not 
distributed to a specific country or case for a period of time, and the lack of an 
easily accessible audit trail, did not support the conclusion that the account 
balance may be materially misstated. 

Audit Response. Reconciling the Fund Balances With the Treasury account 
with the Treasury by itself would not preclude misstatement because the 
reconciliation was completed with the undistributed disbursements included. 
The $370.5 million of undistributed disbursements represented a material 
problem because it was the net difference between an unknown large number of 
positive and negative transactions, propriety of the disbursements was not 
established, DFAS-DE was unable to provide reliable records to identify how 
long transactions were outstanding, and the records provided by DFAS-DE 
disclosed that those undistributed disbursements occurred annually beginning in 
1988. Additionally, because we were unable to obtain the supporting 
documents for the disbursements, we believe the account balance may be 
materially misstated. 
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Recommendations, Management Comments, and Audit 
Response 

B.1. We recommend that the Director, Defense Finance and Accounting 
Service, Denver Center: 

a. Modify the applicable subsystems of the Defense Integrated 
Financial System to retain the disbursement voucher number and the 
disbursement day that are transmitted to the Defense Finance and 
Accounting Service, Denver Center by disbursing stations. 

b. Establish management controls to ensure that the Defense 
Finance and Accounting Service, Denver Center identify the agencies 
causing the undistributed disbursements, follow up with those agencies to 
resolve the amounts in suspense, and implement guidance contained in the 
memorandum from the Under Secretary of Defense (Comptroller) "DoD 
Accounting Policy and Procedures for Researching and Correcting 
Unmatched Disbursements and Negative Unliquidated Obligation 
Transactions." 

B.2. We recommend that the Director, Defense Finance and Accounting 
Service, establish management controls to ensure that disbursing stations 
identify a valid foreign military sales country, case, or surcharge account 
before processing a disbursement to the Foreign Military Sales Trust Fund. 

Management Comments. The Under Secretary concurred with the 
recommendations. The Under Secretary stated that DIFS supporting feeder 
subsystems will be modified to retain the voucher number and disbursement 
date. In addition, actions were being taken to resolve problem disbursements, 
and policy guidance will be issued to disbursing activities directing that all FMS 
disbursements be identified to a valid foreign customer or surcharge account. 
Further, DSAA and DFAS were tasked in May 1996 to develop specific plans 
to better identify and resolve undistributed disbursements. Actions taken in 
response to the recommendations will be completed by September 30, 1996. 

B.3. We recommend that the Director, Defense Security Assistance 
Agency, establish a time-phased plan to resolve the undistributed 
disbursements. 

Management Comments. The DSAA Comptroller concurred, stating that as a 
minimum, final reconciliation of cost (including disbursements) and 
performance will be conducted at case closure. 
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Audit Response. The DSAA Comptroller did not specify the completion date 
for the time-phased plan. Therefore, we request that the DSAA Comptroller 
provide the completion date in response to the final report. 
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Finding C. Liabilities 
The DFAS-DE did not have an adequate audit trail to track the accounts 
payable - transactions with Federal (governmental) entities, accounts 
payable - transactions with non-Federal (governmental) entities, and 
unearned revenue - advances from public - other non-Federal 
(governmental) liabilities, and did not properly accrue accounts payable. 
The audit trail was inadequate because DF AS-DE did not ensure 
inclusion of the Navy accounts payable in DIFS, maintain subsidiary 
ledgers for the accounts payable and the unearned revenue account, and 
perform monthly reconciliation with the general ledger. Additionally, 
DFAS-DE did not accrue incurred expenses because it was not required 
to maintain expense accounts for the FMS Trust Fund. As a result, 
DFAS-DE internal controls were not adequate to provide reasonable 
assurance that the $182 million of accounts payable, and $13.1 billion of 
unearned revenue were accurate; therefore, those account balances may 
be materially misstated. 

Regulatory Requirements 

Accounts Payable. DoD Financial Management Regulation 7000.14, 
volume 4, "Financial Management Regulation; Accounting Policy and 
Procedures," January 1995 (DoD Financial Regulation, volume 4), establishes 
the accounting policy for accounts payable. It requires that amounts recorded as 
payable be supported with proper documentation that clearly shows the basis for 
the amounts recorded and the terms by which payments are to be made. The 
balances in the accounts payable are to be reconciled to the supporting 
documentation at least annually. DoD Financial Regulation, volume 15, 
requires DF AS-DE to perform a continuous analysis of balances in accounts 
payable, to include aging, to ensure that timely payments are made. If 
payments are untimely, DFAS-DE is required to review internal payment 
procedures and implement necessary corrective action. Also, DFAS-DE is 
required to maintain a subsidiary ledger that is reconciled monthly with the 
general ledger, in addition to providing an audit trail for all posting in the 
system. GAO title 2 requires that accounts payable for goods and services be 
recorded as a liability after the goods or services are received. The liability 
reported in annual financial statements should reflect invoices received, and the 
estimated amounts for invoices not yet received. 

Unearned Revenue. For the PMS Trust Fund, DoD Financial Regulation, 
volume 15, requires that the unearned revenue account includes subsidiary 
ledgers for each of the FMS surcharges. To provide an audit trail of all 
posting, the subsidiary ledgers are maintained in the DIFS. Extracts of the 
ledgers are made available to the Security Assistance Program Managers as 
required for management purposes. DoD Financial Regulation, volume 15, 
requires that DF AS-DE analyze activity in the surcharge accounts. The analysis 
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should include recommendations on rate changes and redistribution of surcharge 
account balances for DSAA coordination with the Under Secretary of Defense 
(Comptroller) and Chief Financial Officer. 

Accounts Payable and Unearned Revenue Account Balances 

The DFAS-DE did not have an adequate audit trail to track the accounts 
payable - transactions with Federal (governmental) entities, accounts 
payable - transactions with non-Federal (governmental) entities, and unearned 
revenue - advances from public - other non-Federal (governmental) liabilities. 
Of the $15.8 billion total liabilities shown in Table 1, $13.3 billion was 
attributed to those three accounts. To determine the accuracy of the 
$182 million accounts payable balance as of September 30, 1995, we requested 
a subsidiary ledger by vendor, listing unpaid vouchers to support the yearend 
adjustments, and the accounts payable reconciliation records. DFAS-DE was 
unable to provide the detail by vendor and the accounts payable reconciliation 
records. To establish the reasonableness of the $13.1 billion reported in the 
unearned revenue account as of September 30, 1995, we requested DFAS-DE to 
provide an analysis of the subsidiary ledgers for that account. DFAS-DE 
attempted a number of times but was unable to provide the detail for the 
unearned revenue. In addition to the unauditability of those accounts, there was 
no assurance that the DSAA was using accurate information in its management 
of the surcharges. The unearned revenue account should be used to review the 
surcharge accounts as required by the DoD Financial Regulation, volume 15. 

Accounting and Related Systems 

The DFAS-DE did not comply with the attributes of an effective accounting 
system because the FMS Trust Fund accounting system did not record all valid 
accounts payable transactions, maintain adequate audit trails, and capture 
transactions on the accrual basis of accounting. 

Navy Accounts Payable. Accounts payable of the FMS Trust Fund 
were incomplete. Specifically, the Navy accounts payable related to FMS were 
not included in the statement of financial position for FY 1995. DIPS and the 
Navy system, the Management Information System for International Logistics, 
and the Standard Accounting and Reporting System were not compatible to 
capture the accounts payable of the Navy. The Navy did not submit its accounts 
payable data to DFAS-DE. Additionally, DFAS-DE management had not 
required the Navy to report its FMS accounts payable manually to allow 
incorporation of those payable into the DFAS-DE accounting system. 
DFAS-DE management stated that the Navy did not have a separate tracking 
system for the FMS accounts payable from its normal accounts 
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payable, which made it difficult to separate the FMS portions. Without such a 
break-out, we would be unable to identify the universe to test the fairness of the 
accounts payable presented in the financial statements. 

Audit Trail for Accounts Payable. The FMS Trust Fund accounts 
payable were unauditable because DFAS-DE did not have an audit trail by 
vendor or major command, and the reports provided by DFAS-DE did not agree 
with the accounts payable general ledger balance. DFAS-DE personnel stated 
that their responsibilities only required them to compile data provided by the 
DoD implementing agencies. The specific internal control standard of 
documentation, included in the GAO title 2, requires that support for 
transactions be readily available for examination and easily accessible to allow 
tracking a transaction through its completion. DoD Financial Regulation, 
volume 15, requires DFAS-DE to maintain audit trails between source 
documents and entries to the mechanized accounting system. That audit trail is 
to be used to track and verify the origin of the data. 

To validate the accuracy and completeness of accounts payable at the 
implementing agency level, we requested from DFAS-DE a schedule of 
accounts payable by vendor. DFAS-DE had access to the Case Management 
Control System7 which handled the Air Force case performance data. 
DFAS-DE was unable to provide the schedule of accounts payable by vendor. 
We then contacted one of the DFAS field offices, the Defense Accounting 
Office (which supported the Air Force operating agencies at Bolling Air Force 
Base), to inquire about the availability of the data by vendor. The 
representatives of that DFAS Defense Accounting Office stated that to provide 
the data by vendor, they would need the element of expense data. The listing 
we had obtained from DFAS-DE did not contain the element of expense. 
DFAS-DE could not provide the Air Force accounts payable by element of 
expense because the Case Management Control System could not produce a 
report with the element of expense code information. As a result of the 
nonavailability of an adequate audit trail, we were unable to verify the asserted 
completeness and accuracy of the $182 million accounts payable reported in the 
statement of financial position. 

Audit Trail for Unearned Revenue. The DFAS-DE did not have 
adequate audit trails to identify the contents of the unearned revenue account. 
Subsidiary ledgers for that account were not maintained and the audit trail was 
never tested. The general ledger balance did not agree with either the detail 
extract provided by DFAS-DE or the corresponding surcharge cash account 
balances. That condition occurred because DFAS-DE did not maintain 
subsidiary accounts and could not identify an appropriate audit trail between 
source documents and entries to the mechanized accounting system, as required 
by DoD Financial Regulation volume 15. As a result, we were unable to 
review $13.1 billion of the $15.6 billion reported for unearned revenue in the 
statement of financial position. 

7The Case Management Control System is an Air Force interactive financial 
management system designed to manage and control Air Force FMS operations. 

26 




Finding C. Liabilities 

Accrual Basis of Accounting. The DF AS-DE did not properly accrue 
the cost of known accounts payable at the end of each month. The accounts 
payable of the Navy were not accrued. Further, based on our review of the 
disbursed contract administration costs for October and November 1995 and the 
actual period of performances for the services provided, $24.3 million was not 
accrued in FY 1995. That occurred because no local procedures existed at 
DFAS-DE to implement the requirement of DoD Financial Regulation volume 
15 to ensure that the accounting system be conducted on the accrual basis of 
accounting. 

Control Procedures 

One of the features of an effective internal control structure is the existence of 
control procedures that ensure independent checks on performance and proper 
valuation of recorded amounts. Those procedures include reconciliations and 
management review of reports that summarize the detail of account balances, 
such as an aged accounts payable listing. DFAS-DE did not maintain effective 
control procedures. 

Accounts Payable Reconciliation. The DFAS-DE did not test audit 
trails for the accounts payable and did not reconcile or age balances before the 
preparation of the trial balance, as required by DoD Financial Regulation 
volume 15. DFAS-DE personnel stated that neither monthly nor yearly 
reconciliations were performed. The only time a reconciliation of detailed and 
general ledger accounts payable had been performed was during the initial 
conversion of the accounts payable data into DIFS. Because those 
reconciliations and analysis were not performed, accounts payable balances 
cannot be relied upon. Additionally, DF AS-DE did not perform the accounts 
payable aging and analysis required by DoD Financial Regulation volume 15 to 
ensure timely payments were made to the implementing agencies and 
contractors. DFAS-DE personnel informed us that they cannot perform 
accounts payable aging and analysis because the source documents were 
maintained by the implementing agencies. We believe DFAS-DE can discharge 
its assigned responsibilities by requesting the needed accounts payable data from 
the implementing agencies and then performing the required analysis. 

Unearned Revenue Reconciliation. The DFAS-DE did not implement 
DoD Financial Regulation volume 15, which requires that the account be 
supported by subsidiary ledgers and reconciled monthly with the control account 
in the general ledger. Maintaining those subsidiary ledgers and performing 
monthly reconciliations provide required accurate audit trails. Without such 
reconciliations, there was no assurance that this account accumulated accurate 
financial data. DFAS-DE did not maintain audit trails to identify the contents 
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of the unearned revenue account and did not analyze the account. DFAS-DE 
used the unearned revenue account as a contraaccount8 in a number of 
transactions: 

o Cash was debited and the unearned revenue account was credited as a 
contraaccount when cash was collected from a customer. 

o Cash was credited and the unearned revenue account was debited as a 
contraaccount when cash was paid to an implementing agency for its 
administrative expenses. 

o Accounts payable were credited and the unearned revenue account 
was debited as a contraaccount when funds were payable to an implementing 
agency or a defense contractor. 

Materiality and Impact on Financial Statements 

The internal accounting controls over the liabilities were materially deficient. 
DoD Financial Regulation, volume 1, contains guidance on what constitutes a 
material deficiency in an accounting system. That regulation provides 13 key 
accounting requirements that systems must reasonably comply with to meet 
standards established by the GAO, OMB, the Department of Treasury, and 
DoD. 

Key Accounting Requirements. The first key states that the system must list 
control and subsidiary general ledger accounts by title and numbers along with a 
definition of each account. Subsidiary accounts are to be reconciled to the 
control accounts at least monthly. The eighth key accounting requirement 
pertains to audit trails and states that the accounting system should ensure that 
transactions are correctly classified, coded, and recorded in all affected 
accounts. Also, the financial transactions that the system is accounting for must 
be adequately supported with pertinent documents and source records. All 
transactions, including those that are computer-generated and computer
processed, must be traceable to individual source records. The ninth key 
accounting requirement pertains to accounts payable and specifies that payables 
should be recorded in the proper accounting period and that the liability 
reported in annual financial statements shall reflect amounts due for goods and 
services received. 

Calculating Material Deficiency. According to the DoD Financial Regulation, 
volume 1, a departure from a key accounting requirement is considered a 
material deficiency if that departure could result in loss of control over 
5 percent or more of the measurable resources for which the accounting system 

sunder the double entry accounting concept, an accounting entry must have a 
debit and a credit side. DFAS-DE used contraaccounts to provide the balancing 
side of the accounting entries, not to provide usable accounting information. 
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is responsible. As of September 30, 1995, the statement of financial position for 
the FMS Trust Fund reported a balance of $15.8 billion in total liabilities. 
Applying the regulation's materiality criteria of 5 percent to that balance would 
mean that a material deficiency would occur when liabilities were $790 million 
more or less than the reported amount. 

Material Deficiencies in Liabilities. The DFAS-DE failure to report the Navy 
FMS accounts payable, report accrued accounts payable, and maintain and 
reconcile subsidiary ledgers were reasons for concern. The internal control 
structure was materially deficient, because the lack of an accurate and reliable 
audit trail in DIFS; the potential loss of control from not adhering to the DoD 
Financial Regulation volume 15; and not conducting an annual reconciliation 
may result in exceeding the $790 million criteria for materiality. The 
unauditable accounts payable and unearned revenue accounts reported 
$182 million and $13.1 billion, respectively. As such, $13.3 billion of the 
$15.8 billion of liabilities presented in the statement of financial position of the 
FMS Trust Fund may not be relied upon. 

Additional Data DFAS-DE Provided 

Audit Trail for Accounts Payable. On March 15, 1996, after we completed 
our audit field work, DFAS-DE provided new data to support completeness of 
the accounts payable balance reported in the September 30, 1995, financial 
statements for the FMS Trust Fund. The additional data included accounts 
payable reconciliation with trial balance, a list of accounts payable at case and 
country levels, December 1995 accounts payable summary by command code, 
and December 1995 accounts payable summary by country. Our examination of 
that data showed no evidence to support completeness and auditability of the 
FMS Trust Fund accounts payable. The total provided did not match the total 
in the financial statements, and the Navy accounts payable were still missing. 

On April 15 and 16, 1996, DFAS-DE personnel provided additional data to 
support availability of audit trails for accounts payable. DFAS-DE personnel 
also believed that the DoD Financial Regulation, volume 15, should be changed 
to relieve DFAS-DE from the requirement to age accounts payable to ensure 
timely payments to vendor because the supporting documents were maintained 
at the installation level accounting systems. We do not expect the vendor 
supporting documents, such as contracts and delivery reports, to be available at 
DFAS-DE. However, summary level reports should be available at DFAS-DE. 
We still believe that neither a complete universe, nor adequate audit trails of the 
accounts payable, were available to allow tracking the balances from DIFS to 
the Military Departments accounting systems, to the installation level accounting 
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systems, and finally to the supporting source documents. The Navy accounts 
payable were not available, and the reports provided by DFAS-DE did not agree 
with the general ledger balances. 

Audit Trail for Unearned Revenue. On March 25, 1996, DFAS-DE provided 
us additional information to support availability of an audit trail for the 
unearned revenue account. The data provided were a summary reconciliation 
including the sum of cash with the Treasury account balance and cash with 
commercial banks, subtracting the accounts payable balance, thus producing the 
unearned revenue account balance. The data DFAS-DE provided did not show 
the applicable subsidiary accounts. Instead, balances of four asset and liability 
accounts reported in the FMS Trust Fund statement of financial position were 
added together to derive the balance reported for unearned revenue in the 
statement of financial position. On April 15 and 16, 1996, we met with 
DFAS-DE personnel to further discuss the audit trails for the unearned revenue 
account. We explained to DFAS-DE personnel our concerns about the audit 
trail, considering DoD Financial Regulation, volume 15, requirement of 
maintaining reconcilable subsidiary ledgers for that account. DFAS-DE 
personnel maintained their position that the account was only a contraaccount. 
We believe the resolution of the issue of recognizing the FMS Trust Fund 
revenues and expenses would result in a different purpose for the unearned 
revenue account. For example, the unearned revenue account would not be 
debited by funds payable to the implementing agencies and defense contractors, 
instead an expense account would be debited. 

Management Comments on Finding and Audit Response 

Management Comments. The Under Secretary stated that audit trails for the 
accounts payable were in place and were adequate, and the auditors attempted to 
audit the accounts by looking only at the Departmental level systems and not the 
feeder systems. The auditors were given a list of summary accounts payable 
transactions that identified payables to country, case, line, and activity where 
the detail data were located. Also, the auditors were given a reconciliation of 
the unearned revenue - advances from public-other non-Federal (governmental) 
liabilities account that reconciled to the penny. 

Audit Response. The audit trail for the accounts payable was not adequate 
because the data that DFAS-DE provided during the audit, and on two 
subsequent occasions, did not prove that an adequate audit trail existed. The 
data provided were incomplete thus unreliable. The totals did not agree with 
the trial balance, and the data did not have a unique identifier to follow the audit 
trail through the supporting documents. In all the accounts we attempted to 
verify, including the accounts payable, we requested the amounts reported in the 
trial balance (Departmental level) be detailed to ultimately identify the 
organizations holding the supporting documents regardless of the number of the 
intermediate organizations involved between the Departmental level and the 
source documents. Although the reconciliation that DFAS-DE provided agreed 
with the trial balance, it did not provide the universe of each subsidiary 
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surcharge accounts involved. DFAS-DE derived the balance of the unearned 
revenue account by calculating the difference between the asset and liability 
accounts excluding the unearned revenue account. DFAS-DE was unable to 
provide the audit trails for the accounts payable and the unearned revenue 
accounts. 

Recommendations, Management Comments, and Audit 
Response 

C.1. We recommend that the Assistant Secretary of the Navy (Financial 
Management and Comptroller) report to the Defense Finance and 
Accounting Service, Denver Center, the Navy's foreign military sales 
accounts payable applicable to transactions with Federal (governmental) 
entities, and transactions with non-Federal (governmental) entities, in 
compliance with DoD Financial Management Regulation 7000.14, 
volume 15, "Financial Management Regulation; Security Assistance Policy 
and Procedures, 11 March 1993. 

Management Comments. The Principal Deputy Assistant Secretary of the 
Navy (Financial Management and Comptroller) concurred. Actions to meet the 
recommendation will be completed by July 30, 1996. 

C.2. We recommend that the Director, Defense Finance and Accounting 
Service, Denver Center: 

a. Report the Navy accounts payable in the Defense Integrated 
Financial System, and in the f"mancial statements. 

Management Comments. The Under Secretary concurred, stating that action 
is being taken to receive the Navy accounts payable data by 
September 30, 1996. 

b. Maintain a subsidiary ledger for the accounts payable to allow 
identification and testing of audit trails, as required by DoD Financial 
Management Regulation 7000.14, volume 15. 

Management Comments. The Under Secretary concurred, stating that an audit 
trail exists for the accounts payable, and by September 30, 1996, DoD Financial 
Management Regulation 7000.14, volume 15 will be changed to recognize that 
vendor identification is at the installation level. 

Audit Response. We maintain that, based on the documents reviewed, 
adequate audit trails leading to the source documents at accounting systems 
below DIPS did not exist at DFAS-DE. We request that the Under Secretary 
provide additional comments in response to the final report. 

31 




Finding C. Liabilities 

c. Request accounts payable aging lists by vendor from those DoD 
organizations implementing Letters of Offer and Acceptance, summarize 
those lists at the FMS Trust Fund level, and perform needed analysis to 
ensure fulfillment of the task assigned by DoD Financial Management 
Regulation 7000.14, volume 15. 

Management Comments. The Under Secretary partially concurred. The 
Under Secretary stated that accounts payable aging information can be obtained 
from the installation level accounting systems, and by September 30, 1996, 
DoD Financial Management Regulation 7000.14, volume 15, will be changed to 
recognize that aging of the accounts payable is an installation level function. 

Audit Response. Changing DoD policy to assign the task of aging accounts 
payable to installation level organizations satisfies the intent of the 
recommendation. 

d. Reconcile accounts payable balances with the supporting 
documentation or subsidiary records before the preparation of the trial 
balance as required by DoD Financial Management Regulation 7000.14, 
volume 15. 

Management Comments. The Under Secretary concurred, stating that 
procedures have been changed to ensure that the accounts payable account is 
reconciled to supporting subsidiary data on a regular basis beginning in 
May 1996. 

e. Implement the DoD Financial Management Regulation 7000.14, 
volume 15, requirement that subsidiary ledgers be maintained and 
reconciled monthly for the unearned revenue-advances from public-other 
non-Federal (governmental) liabilities account. 

Management Comments. The Under Secretary concurred, stating that 
beginning in June 1996, the unearned revenue account will be reconciled with 
the existing subsidiary data. 

Audit Response. The Under Secretary comments met the intent of the 
recommendation. If the Office of Management and Budget will not grant a 
waiver from preparing, and have audited, financial statements for the FMS 
Trust Fund, DoD will account for surcharge revenues and expenses in the FMS 
Trust Fund. When that happens, the function of the unearned revenue advances 
from public-other non-Federal (governmental) liabilities account will have to be 
determined (see management comments on Recommendation A.La.). The 
existing DoD policy requires that the account include subsidiary ledgers for the 
surcharge accounts. 
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f. Establish procedures at the Defense Finance and Accounting 
Service, Denver Center, to properly accrue the anticipated expenses 
attributable to the accounts payable at the end of each month. 

Management Comments. The Under Secretary partially concurred, stating 
that DoD policy is that there are no expenses in the FMS Trust Fund. DFAS 
will take action to obtain data on accrued accounts payable at each month end. 
Procedures will be issued and implemented by September 30, 1996. 

Audit Response. The Under Secretary comments met the intent of the 
recommendation. Under the existing DoD policy, the unearned 
revenue - advances from public-other non-Federal (governmental) liabilities 
account is charged, instead of an expense account, when DFAS-DE recognize 
accounts payable. If the Office of Management and Budget will not grant the 
waiver from preparing, and have audited, financial statements for the FMS 
Trust Fund, DoD will account for surcharge revenues and expenses in the FMS 
Trust Fund as stated in management comments on Recommendation A.1.a. If 
that occurs, expense accounts will be used to properly capture accrued expenses. 
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-

The DFAS-DE erroneously classified overcollections from customers as 
negative accounts receivable transactions with non-Federal 
(governmental) entities, and did not age accounts receivable. The 
conditions occurred because DFAS-DE did not periodically review 
country accounts receivable balances to identify credit balances, and did 
not implement DoD Financial Regulation volume 15, regarding aging of 
receivables. As a result, DFAS-DE internal controls were not adequate 
to provide reasonable assurance that the $2.5 billion of accounts 
receivable reported in the FY 1995 statement of financial position was 
accurate; therefore, that account balance may be materially misstated. 

Regulatory Requirements 

DoD Financial Regulation. DoD Financial Regulation volume 15, includes 
guidance on billing case performance costs. DD Form 645, "Foreign Military 
Sales Billing Statement," represents the official claim for and an accounting of 
costs incurred on behalf of the FMS customers. That FMS billing statement 
also is the source document for entries into the accounts 
receivable - transactions with non-Federal (governmental) entities account. The 
FMS billing statement is produced quarterly. 

DoD Financial Regulation, volume 4 and volume 15, require DFAS-DE to age 
delinquent accounts receivable. A delinquent account receivable is defined by 
the DoD Financial Regulation volume 15, as that receivable which remains 
unpaid after its due date, and for which total accrued costs exceed total available 
cash. A delinquent account receivable becomes in arrearage when the amounts 
for delivered materiels, performed services, and progress payments made to 
contractors on behalf of a customer are past due. 

GAO Title 2. The GAO title 2 requires that accounts receivable balances are 
analyzed to determine collectibility. If accounts receivable are not collectible 
within 1 year of the date of the financial statements, that amount will be 
disclosed in a footnote to the financial statements. 

Accounts Receivable Balance 

For the FMS Trust Fund, DFAS-DE erroneously classified overcollections from 
customers as accounts receivables, and did not age delinquent accounts 
receivable. The DFAS-DE management control structure over transaction 
processing and general ledger recordings in the FMS Trust Fund did not provide 
reasonable assurance of an accurate accounts receivable balance. To establish 
the reasonableness of the FMS Trust Fund accounts receivable, we compared 

34 




Finding D. Accounts Receivable 

the general ledger figures with supporting subsidiary ledger balances. We also 
verified DF AS-DE and DSAA process of aging accounts receivable. The 
accounts receivable balance was understated by the overcollections, and aging of 
the accounts receivable was not performed. We concluded that the accounts 
receivable balance of $2.5 billion may be materially misstated. 

Accounting and Related Systems 

Proper Measurement of Transactions Value and Presentation in the 
Financial Statements. The DFAS-DE actions to classify overcollections from 
customers as accounts receivable, and to not age delinquent accounts receivable 
were not in consonance with the attributes of an effective accounting system. 
An effective accounting system has the ability to properly measure the value of 
transactions in a manner that permits recording their proper monetary value in 
the financial statements along with proper disclosure. 

Country Overpayments. The DF AS-DE inappropriately reduced the 
FMS Trust Fund accounts receivable balance in the statement of financial 
position by the excess of customer payments over total performance costs. In 
cases where collections from customers exceed their accounts receivable, the 
FMS billing statement reported zero as the amount receivable, and DFAS-DE 
reduced the accounts receivable balance by the overcollection in the general 
ledger based on other DIPS reports. Some countries have net negative accounts 
receivable across all cases. On September 30, 1995, DFAS-DE reduced the 
accounts receivable balance by $930 million for overpayments from 12 FMS 
customers. Those overpayments should have been recorded as a liability of the 
FMS Trust Fund to properly reflect the financial position of the fund. The 
practice of netting payables and receivables by DFAS-DE distorted the 
statement of financial position because the true balance of the DoD receivables 
from the foreign customers and the liabilities of the Trust Fund were obscured. 

Aging of Accounts Receivable. The DFAS-DE did not age accounts 
receivable as required by DoD Financial Regulation volume 15, and GAO 
title 2 to determine collectibility and proper valuation. Aging of the accounts 
receivable is a feature of an effective accounting system, as it assists in 
determining the proper monetary value of that asset in the financial statements. 
DoD Financial Regulation volume 15 requires aging of delinquent accounts 
receivable with accrued expenditures less than the cash available from all 
sources. Aging of those accounts receivable commences at the beginning of the 
month following the date the payment was due. DFAS-DE personnel believed 
that the accounts receivable were always current because every 3 months, the 
accounts receivable balances were recalculated to include cumulative incurred 
costs, estimated termination liability, and payment forecast for the next 
3 months less cumulative collections. We believe recalculating the accounts 
receivable every 3 months does not guarantee that customer payment of the 
billed amount would be in full and on time, and that the accounts receivable 
would always be current. 
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Control Procedures 

Procedures for Independent Checks on Performance and Proper Valuation 
of Recorded Amounts. One aspect of an effective internal control structure is 
to properly design and execute procedures that provide reasonable assurance that 
the objectives of a specific entity will be achieved. A category of those 
procedures is designed to verify proper valuation of recorded amounts. We 
noted material internal control weaknesses that made existing procedures 
ineffective in handling accounts receivable. The procedures available for DSAA 
and DFAS-DE were included in DoD Financial Regulation volume 15. Our 
tests of those procedures on aging showed that DFAS-DE did not implement 
those procedures. 

Materiality and Impact on Financial Statements 

The internal accounting controls over accounts receivable were materially 
deficient. DoD Financial Regulation volume 1, contains guidance on what 
constitutes a material deficiency in an accounting system. It provides 13 key 
accounting requirements that systems must reasonably comply with to meet 
standards established by the GAO, OMB, the Department of the Treasury, and 
DoD. 

Third Key Accounting Requirement. The third key accounting requirement 
covers accounts receivable. It states that accounts receivable shall be recorded 
accurately to provide reliable financial status. Uncollectible accounts must be 
established to provide full financial disclosure. 

Calculating Material Deficiency. According to DoD Financial Regulation 
volume 1, a departure from a key accounting requirement is considered a 
material deficiency if that departure results in a loss of control of 5 percent or 
more of the measurable resources for which the accounting system is 
responsible. As of September 30, 1995, the statement of financial position of 
the FMS Trust Fund reported an accounts receivable balance of $2.5 billion. 
Applying the regulation's materiality criteria of 5 percent to the accounts 
receivable balance would mean that a material deficiency would occur if 
accounts receivable were $127 million more or less than the reported amount. 

Material Deficiencies in Accounts Receivable. The DSAA and DFAS-DE 
internal control structure was materially deficient, because the potential loss of 
control may well exceed the $127 million criteria for materiality. The 
customers overcollections recorded in the accounts receivable instead of a 
liability account was $930 million, and aging the accounts receivable may 
disclose that part of those receivables should be written off. As such, the 
accounts receivable balance of $2.5 billion presented in the statement of 
financial position may not be relied upon. 
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Management Comments on Finding and Audit Response 

Management Comments. The Under Secretary nonconcurred with the finding, 
stating that DFAS-DE did age accounts receivable. The aging technique, as 
described in DoD Financial Management Regulation 7000.14, volume 15, 
needed to be changed to more clearly identify a true receivable and a delinquent 
receivable. Estimates for future cash needs were always current and should not 
be aged or considered as part of a delinquent account. The Under Secretary 
further stated that there were only two delinquent countries whose debts were 
aged and reported as of September 30, 1995. 

Audit Response. The DoD Financial Management Regulation 7000.14, 
volume 15, requires two types of aging covering delinquent accounts and 
accounts in arrears. DSAA determined the countries in arrears; however, 
DFAS-DE did not age delinquent accounts receivable. We agree that estimates 
for future cash needs are always a current period value. 

Recommendations, Management Comments, and Audit 
Response 

D. We recommend that the Director, Defense Finance and Accounting 
Service, Denver Center: 

1. Review the accounts receivable - transactions with non-Federal 
(governmental) entities subsidiary balances periodically, as required by 
DoD Financial Management Regulation 7000.14, volume 15 "DoD Financial 
Management Regulation; Security Assistance Policy and Procedures," 
March 1993, to ensure net overcollections from customers are reported as a 
liability of the Foreign Military Sales Trust Fund at the general ledger 
level. 

Management Comments. The Under Secretary concurred with the 
recommendation, stating that DFAS will post credit accounts receivable at the 
country level as a liability, effective June 1996, but adjustments will be made 
within a country account when some cases show negative accounts receivable. 

2. Implement DoD Financial Management Regulation 7000.14, 
volume 15, requirement to age accounts receivable. 

Management Comments. The Under Secretary partially concurred, stating 
that a policy change will be reflected in DoD Financial Management 
Regulation 7000.14, volume 15, by September 30, 1996, to clarify the aging 
criteria. 
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Audit Response. The proposed change and clarification of DoD policy meet 
the intent of the recommendation (see management comments on the finding and 
audit response). 
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Finding E. Electronic Data Processing 
Controls 
The DFAS-DE did not adequately restrict user and programmer access to 
the accounting system, and did not follow up to verify that all 
transactions rejected and suspended by a performance control subsystem 
of the DIFS were corrected. The review and follow-up were inadequate 
because DFAS-DE did not periodically review eligibility for access, and 
because managers in charge of monitoring case performance did not 
implement the policy requiring follow up and resolution of suspended 
transactions. As a result, unauthorized users had access to sensitive 
financial information, which may diminish the ability of the internal 
control structure to provide reasonable assurance of financial and case 
data processing integrity. Additionally, there was no assurance that 
reported case performance data were accurate. 

DFAS-DE Electronic Data Processing Environment 

The internal control structure for electronic data processing systems takes many 
forms. One form is access to the computer system itself and functions within 
the computer system. Another form is subsystems within the computer system 
used to edit transactions before they are processed by the system. DIFS is the 
computer system used to record financial information for the FMS program. 
The Deputate for Security Assistance, DFAS-DE, is responsible for the 
day-to-day operation of DIFS. The Financial System Agency-Denver is an 
organization located at DFAS-DE, but organizationally reports to DFAS 
Headquarters. The Financial System Agency-Denver is responsible for 
programming the DIFS, for managing user access, and for entering user 
information into the DIFS security software. 

Access to the Electronic Data Processing System. The Defense Information 
Technology Services Organization Regulation 630-230-19-R, 11 Automated 
Information Systems Security, 11 June 1993, implements DoD Directive 5200.28, 
"Security Requirements for Automated Information Systems," March 21, 1988, 
(DoD Directive 5200.28), and governs security for automated information 
systems at DFAS-DE. One of the major concepts of DoD Directive 5200.28 is 
the least-privilege principle, which means that users should have access to only 
the minimum amount of information needed to successfully perform their 
duties. The DIFS handbook also describes the functions accessible by various 
categories of users. 

Transaction Validation by the DIFS. The Positive Transaction Control 
subsystem of DIFS edits transactions submitted by the DoD implementing 
agencies before DIFS processes those transactions. DIFS transactions include 
budget, cash, performance reporting, and case initialization and control 
functions. If the transaction does not successfully pass through the Positive 
Transaction Control subsystem, it is written to a suspense file where the 
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transaction remains until the implementing agency submits a transaction that 
either corrects or deletes the rejected transaction. If the implementing agency 
does not correct or delete the rejected transaction, the rejected transaction 
remains suspended indefinitely. Only the originating implementing agency can 
correct or delete the rejected transaction. DFAS-DE Departmental Operating 
Instruction 177-39, "Suspended Disbursement, Budget, Performance, and 
Notification Transactions," March 4, 1992, establishes responsibility within 
DFAS-DE for monitoring reports that list transactions suspended by the Positive 
Transaction Control subsystem, and for contacting the originating implementing 
agency for clearing the rejected transactions. 

Control Environment and Procedures 

An attribute of an effective internal control structure is adequate control 
procedures that provide reasonable assurance that specific entity objectives will 
be achieved. Another attribute is a control environment that enhances the 
effectiveness of those control policies and procedures. An element of the 
control procedures is the segregation of duties that reduce the opportunities to 
allow any person to be in a position to perpetrate and conceal errors or 
irregularities during the normal course of their duties. An element of the 
control environment that makes that control procedure effective is the methods 
of assigning authority and responsibility in the electronic data processing area. 
Those methods include computer systems documentation, indicating the 
procedures for authorizing transactions, and approving systems changes. 
Electronic data processing controls regarding the access privileges, and the 
segregation of duties in the electronic data processing area at DFAS-DE needed 
improvement. 

Controls Over Access to DIFS. The DFAS-DE did not periodically review 
eligibility of user and programmer access to the DIFS, which resulted in 
unauthorized access by remote users and application software programmers. To 
test the adequacy of controls over access to DIFS, including adequacy of 
application-related general controls, we obtained a listing of users for selected 
DIFS functions involved in financial management. We evaluated the 
appropriateness of access for those users by using the access criteria in the DIFS 
handbook. We also determined the appropriateness of the programmers access 
to the test and production versions of the application software. 

Access to the Electronic Data Processing System. The DFAS-DE did 
not apply the least-privilege principle for user and programmer access to DIFS. 
For instance, remote users had access to the DIFS financial management ledger 
inquiry function, which allowed those users to inquire about the financial status 
of every FMS customer's cases. According to the instructions in the DIFS 
handbook, no remote users were to be allowed access to the financial 
management ledger function of DIFS. Further, programmers at the Financial 
System Agency-Denver had access to update the test and production versions of 
application programs of DIFS. The nonrestricted access occurred because 
DFAS-DE did not periodically review eligibility for access to the DIFS. Access 
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to both versions of the program weakens electronic data processing security 
controls because those programmers can alter the actual data. As a result, there 
was no assurance that unauthorized personnel did not have access to sensitive 
information. 

Management Actions Taken. Management at DFAS-DE agreed to 
clarify written policies and procedures governing the granting of access to 
functions within DIFS by remote users, including periodic reviews of eligibility, 
and instructed the Financial System Agency-Denver to remove the financial 
management ledger inquiry function from the functions accessible by the remote 
users. However, DFAS-DE management stated that they needed to grant 
programmers access to both the test and production versions of application 
software to assist in resolving program execution problems promptly. 

Controls of the Positive Transaction Control Subsystem. The DFAS-DE did 
not follow up to ensure transactions rejected and suspended by a control 
subsystem of the DIFS were corrected. To evaluate the effectiveness of the 
DIFS Positive Transaction Control subsystem, we examined DFAS-DE 
Departmental Operating Instruction 177-39 for sufficiency, and reviewed 
suspended transaction reports for the four functions tested by the Positive 
Transaction Control subsystem to determine the length of time the rejected 
transactions remained uncorrected. 

Effectiveness of the DIFS Positive Transaction Control Subsystem. The 
DFAS-DE did not follow uB to ensure that all transactions rejected and 
suspended by the performance control subsystem of the DIFS were corrected. 
As of January 25, 1996, the Army had 114 suspended performance transactions, 
and the Navy had 223 suspended performance transactions that were more than 
15 months old. The Air Force did not have any suspended performance 
transactions. Since these transactions were not corrected, there was no 
assurance that the controls expected from the DIFS Positive Transaction Control 
subsystem were effective in ensuring that the recorded case performance data 
were accurate or complete. Performance data directly impacted cash and 
receivables management. DFAS-DE personnel were aware of the requirement 
in DFAS-DE Departmental Operating Instruction 177-39 that they follow up 
those suspended performance transactions. However, those personnel did not 
monitor rejected performance transactions or contact the DoD implementing 
agencies to request that the rejected transactions be either corrected or deleted. 
DFAS-DE personnel stated that they did not have the resources to monitor the 
rejected transactions, and made no commitment to do so in the future. 

9performance transactions processed by the performance (delivery) reporting 
include reporting of materiel, services, or progress payments that demonstrate 
deliveries or performance against FMS cases by the Military Departments. 
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Management Comments on Finding and Audit Response 

Management Comments. The Under Secretary nonconcurred with the finding, 
stating that trusted employees do have limited access to production data files for 
the purpose of providing production support. The Under Secretary also stated 
that only 10 remote users access the DIFS financial management module. 
Those 10 users were high level DSAA employees. 

Audit Response. We discussed the finding with management at DFAS-DE 
during our audit field work. As a result of those discussions, DFAS-DE 
management took action to determine the proper number of programmers who 
needed access to production data. Regarding the need for remote users to 
access DIFS, our discussion with DFAS-DE management and our review of 
documents we obtained during the audit disclosed that a significant number of 
remote users, other than DSAA personnel, had access to the DIFS financial 
management module. However, during our audit, DFAS-DE management 
removed remote users' access to the module, including DSAA employees. 
Subsequently, DFAS-DE reinstated DSAA employees' access permission; a 
move that we agree with. 

Recommendations, Management Comments, and Audit 
Response 

E. We recommend that the Director, Defense Finance and Accounting 
Service, Denver Center establish control procedures to: 

1. Limit the number of programmers at the Financial System 
Activity, Denver, with access to the production version of the application 
software of the financial management ledger, to the minimum number 
needed to service the software as required by DoD Directive 5200.28, 
"Security Requirements for Automated Information Systems," March 21, 
1988. 

Management Comments. The Under Secretary concurred, stating that DIFS 
programmers at the Financial Systems Activity, Denver, are restricted from 
general access to both production program source code and production data sets. 

Audit Response. After we discussed the issue of programmers' access to 
production data with DFAS-DE supervisory personnel, DFAS-DE removed 
programmers• access to those data sets. The issue that remained was a 
determination by DFAS-DE on the limited number of programmers that should 
have access to production data sets to assist in resolving processing problems. 
We do not know whether DFAS-DE had reversed its action of removing 
programmers' access to production data. We request that the Under Secretary 
provide additional comments on this issue in response to the final audit report. 
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2. Ensure implementation of Departmental Operating Instruction 
177-39, "Suspended Disbursement, Budget, Performance, and Notification 
Transactions," March 4, 1992, to monitor lists of suspended transactions 
and contact and follow up on actions by DoD implementing agencies to 
clear performance transactions rejected by the Positive Transaction Control 
subsystem of the Defense Integrated Financial System. 

Management Comments. The Under Secretary concurred, stating that 
procedures are being changed to ensure that performance rejects are monitored 
and corrected by September 30, 1996. 
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Part I.B. - Review of Compliance With 
Laws and Regulations 



Introduction 

Management Responsibilities. The DSAA administers the security assistance 
responsibilities of the Secretary of Defense under the Foreign Assistance Act of 
1961, as amended; the Arms Export Control Act, as amended; and other 
applicable statutes, Executive orders, and directives. DSAA is primarily a 
policy and management oversight organization; and the Military Departments 
actually implement and execute the FMS program. DFAS-DE, has provided 
centralized accounting services for DSAA since March 1993. Compliance with 
laws and regulations is the responsibility of the Chief Financial Officer of the 
Department of Defense; the Director, DSAA; the Director, DFAS; the 
Directors of other Defense agencies; and the Secretaries of the Army, the Navy, 
and the Air Force. 

Objective and Scope of Review. The audit was conducted under the Chief 
Financial Officers Act of 1990, as amended. We reviewed DSAA and 
DFAS-DE compliance with provisions of laws and regulations that may directly 
affect the financial statements to obtain reasonable assurance that the financial 
statements were free of material misstatements. Our objective was not to 
provide an opinion on overall compliance with such provisions. The statement 
accounts on which we based our evaluation are presented in the statement of 
financial position, and the statement of operations and changes in net position of 
the FMS Trust Fund, as of September 30, 1995. The statements were 
submitted to us on January 31, 1996. The FY 1995 combined statement of 
financial position of the DSAA reported assets of $27.4 billion, of which 
$15.8 billion was for the FMS Trust Fund. A list of laws and regulations 
reviewed is in Appendix E of this report. 

Reportable Conditions 

Material instances of noncompliance are failures to follow requirements and 
violations of prohibitions in laws and regulations. Such failures and violations 
caused us to conclude that the aggregation of the misstatements resulting from 
those failures and violations is material to the principal statements, or those for 
which a sensitive nature would cause them to be perceived as significant. 
Instances of noncompliance with laws and regulations that materially affected 
the reliability of the statement of financial position existed. The instances of 
noncompliance were considered when forming our disclaimer of opinion on the 
DSAA financial statements. The results of our test of the FMS Trust Fund 
accounts disclosed the following instances of noncompliance. 

United States Code, Title 31, Section 3512, and DoD Directive 5010.38, 
"Internal Management Control Program," April 14, 1987. United States 
Code, title 31, section 3512, and DoD Directive 5010.38 were not fully 
complied with in establishing and assessing internal controls. United States 
Code, title 31, section 3512, requires agencies to establish internal accounting 
and administrative controls in accordance with standards instituted by the 
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Comptroller General. United States Code, title 31, section 3512, also requires 
agencies to establish a comprehensive system of internal control management to 
properly record and account for revenues and expenditures, prepare reliable 
financial and statistical reports, and maintain accountability over assets. DoD 
Directive 5010.38 provides the management control system for achieving the 
objective of United States Code, title 31, section 3512. 

Implementation of the Management Control Program. The DSAA 
and DFAS-DE reported that they achieved the objectives of United States Code, 
title 31, section 3512, in their FY 1995 Annual Assurance Statement. The 
positive assurance provided by their annual statements did not represent the true 
control environment of the FMS Trust Fund. DSAA did not ensure that 
DFAS-DE had implemented an effective management control program that 
assessed the adequacy of management controls over the assets and liabilities of 
the FMS Trust Fund. For example, DFAS-DE identified accounting and 
reporting as a high risk assessable unit. Management control reviews, 
conducted by DFAS-DE for that unit, reported that controls were in place for 
two major functions. Those functions were the general ledger analysis and 
reconciliation of cash collections and disbursements. 

Material Weaknesses not Reported by DSAA and DFAS-DE. We 
identified internal control weaknesses in that the FMS Trust Fund revenues and 
expenses were not reported, $370.5 million in disbursements were not matched 
with applicable customers, accounts payable and $930 million in accounts 
receivable were not properly recorded and reported, and the unearned revenue 
general ledger account was not supported by subsidiary ledgers. None of those 
weaknesses were identified during the DSAA and DF AS-DE management 
control reviews. Consequently, the weaknesses we identified were not reported 
in the DSAA and DFAS-DE annual statements of assurance. 

OMB Bulletin No. 94-01, "Form and Content of Agency Fmancial 
Statements." The DSAA and DFAS-DE did not fully comply with OMB 
Bulletin No. 94-01. The Bulletin requires that revenues, expenses, and net 
position be accounted for and presented in the financial statements. DSAA did 
not ensure that DF AS-DE accounted for the FMS Trust Fund revenues and 
expenses, and reported all zeros in the applicable statement of operations 
because the two organizations were precluded from such action by DoD 
Financial Regulation volume 15. 

GAO "Policy and Procedures Manual for Guidance of Federal Agencies," 
Title 2, "Accounting" and DoD Financial Management Regulation, 7000.14. 
The requirements of GAO title 2 are incorporated in the DoD Financial 
Management Regulation. The accounts affected by the noncompliance were 
cash disbursements, accounts receivable, liabilities, and revenues and expenses. 

Cash Disbursements. The GAO title 2 and DoD Financial Regulation 
volume 5, were not fully complied with in maintaining an audit trail for 
disbursements. GAO title 2 and DoD Financial Regulation, volume 5, require 
that financial transactions be supported with pertinent documents and source 
records. Both further require that transactions be referenced to individual 
source records. Referencing must be achieved in a manner that enables tracking 
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or replicating a transaction from the resulting record or report to the source, or 
by tracking indirectly to source records through summaries contained in the 
general and specific journals. Supporting documents for $13.1 billion of the 
FMS Trust Fund disbursements were not readily available at DFAS, Columbus, 
because DIFS omitted the voucher number and the day of the disbursement 
when processing the data DFAS, Columbus transmitted. Without the voucher 
number and day, tracking the disbursements at DFAS, Columbus, was not 
efficiently feasible (see Finding B). 

FMS Trust Fund Liabilities. The GAO title 2 and DoD Financial 
Regulation, volume 15 were not fully complied with in accounting for accounts 
payable and unearned revenue transactions. DoD Financial Regulation, 
volume 15, requires that subsidiary ledger records for reconciling with the 
general ledger accounts and supporting documentation are to be maintained. 
However, DFAS-DE did not maintain subsidiary records and did not perform 
monthly reconciliations. The GAO title 2 and DoD Financial Regulation, 
volume 4, require invoices received and estimated amounts for invoices not yet 
received to be reported in annual financial statements. However, DFAS-DE did 
not report the Navy FMS accounts payable, and did not accrue contract 
administrative services costs applicable to FY 1995. The noncompliance 
resulted in the general ledger accounts for accounts payable and unearned 
revenue being unverifiable and potentially materially misstated (see Finding C). 

FMS Trust Fund Accounts Receivable. The GAO title 2 and DoD 
Financial Regulation, volume 15, were not fully complied with in recording 
accounts receivable. Accounts receivable were required to be recorded and 
accounted for properly to disclose their net realizable value, and allow for the 
preparation of reliable financial statements. DoD Financial Regulation, 
volume 15, also defines a delinquent account receivable as a receivable that 
remains unpaid after its due date. DSAA did not ensure that DFAS-DE 
implemented the aging policy in the DoD regulation to determine the accounts 
receivable value. Noncompliance with DoD Financial Regulation volume 15, 
for accounts receivable and the general ledger accounts may materially misstate 
those accounts (see Finding D). 

DoD Accounting Policy and Procedures for Researching and Correcting 
Unmatched Disbursements and Negative Unliquidated Obligation 
Transactions. The DSAA and DFAS-DE did not comply with DoD policy to 
research and correct unmatched disbursements. DFAS-DE did not follow up on 
the accumulated undistributed disbursements, and DSAA did not provide 
DFAS-DE the policy and guidance for notifying the fund holder and for 
assigning undistributed disbursements to the FMS administration surcharge 
account. DoD policy requires DSAA to establish notification and approval 
procedures when an undistributed disbursement has not been resolved within 
120 days. The policy also requires DFAS-DE to notify the fund holder to 
resolve problem transactions. Additionally, the policy requires that 
undistributed disbursements be assigned to the FMS administration surcharge 
account when the transaction has not been resolved within 180 days. DSAA has 
not provided the required policy and guidance because it was waiting for the 
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Under Secretary of Defense (Comptroller) and Chief Financial Officer response 
to its request for a waiver from complying with the DoD policy on resolving 
undistributed disbursements (see Finding B). 

Reportable Conditions Noted in Prior Audit 

The reportable conditions identified during this audit for the FMS Trust Fund, 
which were also identified in prior audits, are lack of recognition of the 
revenues, expenses, and net position; nonreporting of the accounts payable for 
the Navy in the financial statements; and the need for improvements of the 
internal management control program. Those conditions were identified in the 
Inspector General, DoD, Report No. 93-123, "Consolidating Financial 
Statements of the Foreign Military Sales Trust Fund - FY 1992," June 24, 
1993 (see Appendix D). 

Reportable Conditions Not Noted 

Our evaluation of laws and regulations would not necessarily disclose all 
instances of noncompliance considered to be material and reportable. With 
respect to items not tested, nothing came to our attention that caused us to 
believe that DSAA and DFAS-DE had not complied, in all material respects, 
with those laws and regulations identified above. 
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Appendix A. Disclaimer of Opinion and 
Financial Statements Audited 

INSPECTOR GENERAL 
DE..ARTMENT 01" DEl"ENSE 

~ AltMY NAVY DltlVE 


ARLINGTON, VIRGINIA 22202-2884 


February 29, 1996 

MEMORANDUM FOR UNDER SECRETARY OF DEFENSE (COMPTROLLER) 
AND CHIEF FINANCIAL OFFICER 

DIRECTOR, DEFENSE FINANCE AND ACCOUNl'JNG 
SERVICE 

DIRECTOR, DEFENSE SP.ctJ1UTY ASSISTANCE 
AGENCY 

SUBJECT: 	 Disclaimer of Opinion on the Defense Security Assiscance Agency 
Financial Statements for FY 1995 (Project No. SLG-2029) 

Introduction 

The Chief Financial Officer (CFO) Act of 1990, as amended by the Federal 
Financial Management Act of 1994 requires financial statement audits by 
statutory Inspectors General. That Act prescn"bes the raponsi"bilit)' of 
management and auditors with respect to the financial swements, mte:mal 
controls, and compliance with laws and RgUlations. Tbe Defense Security 
Assistance Agency (the Agency), as the fuilds manager, is mpona"ble for 
establishing and maintaining an internal control structure and complying with 
laws and regulations applicable to those funds. 1be Defense Finance and 
Accounting Service, Denver Center is responsible for maintaining the 
accounting system for the funds managed by the Agency. Our responsibility 
was to express an opinion on the finaricial statements based on our audit and 
determine whether mtemal controls were adequate and whether. the Agency 
complied with applicable laws and regulations. 

Disclaimer of Opinion 

We were unable to render an opinion on the Agency's financial swements 
because the Agency did not have sufficient audit trails to identify the contents of 
the $13. l billion (83 percent of total liabilities) reported as Other Non-Federal 
(Government) Liabilities of the Foreign Military Sales Trust Fund. Supporting
documentation to allow us to audit $13.4 billion of disbunements for die 
Foreign Military Sales Trust Fund was unavailable. Additionally, the llipOrted 
accounts payable of the Foreign Military Sales Trust Fund was unauditable 
because the Agency did not have an audit trail by wndor or major command. 
Although a Management Representation Letter was p!OYided to us, the Agency 
could not attest to the accuracy or completeness of the financial data. 
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2 

Our review provides a ieasonable basis for conclusion on the internal control 
sttucture, and compliance with laws and regulations as they rela!e to the 
financial statements of~· Our. leYiew would not necessarily disclose 
all internal control and · reportable conditions that mi&ht a1lo be 
:onsidered material weaknesses. Reportable intcmal control and compliance 
conditions are summarized in this report and will be further lddresled" in our 
internal control and compliance report to be published. 

Internal Controls 

We reviewed the internal control struc:ture of the Aaeney and obtained an 
understanding of the internal control policies and procedures. In addition, we 
reviewed the implementation of the Management Control Propam by the 
Agency managers. We performed applicable tests of the intetnal control 
structure to determine whether the controls were effective and working as 
designed. 

The internal control structure was not effective in acc:ountms for and managing 
resources, ensuring compliance with laws and regulations, and ensuring that the 
financial statements are flee of material misstatements. Manqement actions are 
needed to improve the intcmal controls ~ to cash disbunements including 
transportation disbursements and unmatched disbursements, supporting the 
general ledger by subsidiuy accounts, ncordin& and n:porting accounts 
receivable and accounts payable, accounting for revenues and apenses, follow 
up on errors reported by the Positive Transaction Control system (a module that 
verifies the validity of processed transactions), strenpbeniJig the electronic data 
processing security controls, and implementing the Management Control 
Program. 

The Agency and the Defense Finance and Accounting Service, Denver Center 
Annual Statements of Assurance did not identify any material weaknesses as 
related to the Agency's activities. Some of the intcmal control weaknesses or 
noncompliance with laws and regulations that we identified may result in 
material misstatements in the financial statements. 

Compliance with Laws and Regulations 

We tested compliance with material provisions of laws and regulations, such as 
the Arms Expon Control Act, the Fedenl Manqers' Financial Intepity Act, 
the CFO Act of 1990, and DoD Financial Management Regulations, as they 
pertain to the accuracy of the financial statements. ~issues ideniified 
during our review may have a material impact on the finlncia1 statements. 
Those issues ~n to accounting for the Foreign Mililary Sales Trust Fund 
accounts receivable, accounts payable, and revenues and expemes and 
implementing Management Control Program. · 

,uJJ_a.... 

Robert 1. Lieberman 

Assistant Inspector General 
for Auditing 

53 




Appendix A. Disclaimer of Opinion and Flnancial Statements Audited 

DEFENSE SECURITY ASSISTANCE AGENCY 

• 	 26 ~B 1936 

In iq>ly refer to 
I~ 

MEMORANDUM FOR ASSISTANT INSPECTOR GENERAL FOR AUDITING 

SUBJECT: 	Management Assurance Conceming Defense Security Assistw:e Agency 
Financial Statement for FY 1995 

Reference: 	DoDIG Memorandum dated January 18, 1995, Subject: Management 
Assurance Concerning Defense Security Assistance Agency Financial 
Swement for FY 1995 

In response to the referenced memorandum. we assure the Financial Swement for 
this Agency is presented in the format and content as described by the Office of 
Management and Budget (OMB) Bulletin No. 94-01, "Fonn and Content of Agency 
Financial Statement," November l 6, 1993, and other guidance issued by the Office of the 
Under Secretary of Defense, Comptroller (OUSD(C)) as described in the footnotes 
accompanying the statement. 

We have concerns with the accuracy of the Defense Security Assistance Agency 
(DSAA) FY 1995 Financial Statement(s) as its accuracy may be in question. To the best 
of our knowledge the following is a fair representation of the Finlncial Statement(s) as 
prepared by Defense Finance and Accounting Service (DFAS). 

- Although DSAA is responsible for the presentation of the Agency Financial 
Statement according to OMB Bulletin No. 94-01 and other DoD policies, we cannot attest 
to the accuracy or completeness of the data presented as prepared by DFAS. 

- The Fmancial StarcmeDt for DSAA is prepared by DFAS from their Defense 
Integrated F.mancial System (DIFS). The DIFS is a repository ofdata tbat is as 8CCUl'lle 

and complete as the data supplied by multitude of financial and logistical systems 
throughout the Depanment. Numerous GAO, DoDIG and Departmental audits and 
reports, and reviews by DSAA have identified deficieacies within these systems and/or 
operating procedures which also affect the accuracy and completeness of the DSAA 
Financial Statement. 

- Although DFAS bas attested to the accuracy of the various account Winces 
maintained for the Services which were used to prepare the DSAA Financial Statement, 
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there have been communications received from regulatory agencies, DFAS, and auditors. 
as well as DSAA internal reviews.. concerning noncompliance with. or deficiencies in. 
financial practices that could have a material effect on the Financial Statement. 

- There are material transactions not properly recorded in the accounting and/or 
logistical records and subsequently reflected in the DSAA Financial Statement(s). 

- Based on infonnation provided by DFAS, we are not aware of any other material 
liabilities or gain or loss contingencies that are required to be accrued or disclosed by 
Financial Accounting Standards Board Statement No. 5, "Accounting for Contingencies," 
March 1975. 

- All financial records and related data available to DSAA were provided to you. 

- There are no plans or intentions. other than those previously discussed with you. 
that will materially affect the value or classification of assets and/or liabilities. 

- There are no irregularities involving DSAA management or employees who 
have significant roles in the internal management control structure. 

- There are no irregularities that could materially affect the Financial Statement 
involving other employees or management. 

- There are no violations or possible violations of laws or regulations that should 
be considered for disclosure in the Financial Statement or for recording a loss 
contingency. 

- There are no unassened claims or assessments that our legal representative 
believes must be disclosed in accordance with the Financial Accounting Standards Board 
Statement No. 5. 

- There are no liens or encumbrances on fund assets. nor have any assets been 
pledged. The Fund has satisfactory title to all assets. 

- There were no events occurring after the balance sheet date that require 
adjustments to. or a disclosure in. the Financial Statement. 

- All adjustments that DSAA or the DFAS made to account balances are fully 
documented and were made in accordance with applicable accounting standards and DoD 
policies. 
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Attached is the FY 1995 Legal Representation Letter for the DSAA Financial 
Statement(s). 

Attachments: 
As Stated 

cc: 
OUSD(C) 
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DEFENSE LEGAL SERVICES 
' 

' 


: 

. 

Gllfiltt'..A.1.C:OC,#rfKr.. 
0C"CH&l'SCCU..!T'r &ntSTAfllCt AGf""C"

• .._...,..GT°"' CIC JOX)1 .&IOO • 
February 5, 1996 

MEMORANDUM FOR ASSIST ANT INSPECTOR GENERAL FOR AUDITING 
DEPARTMENT OF DEFENSE 

SUBJECT: Legal Representation Letter 

During the period September 30, 1995 to February 2, 1996, in the course of 
performing legal services for the Defense Security Assistance Agency, I have become 
aware of no legal claims or assessments against the agency nor of any legal claims or 
assessments which probably will be asserted. 

While in 1981 the Government of Iran filed a claim against the Government of the 
United States concerning unresolved issues involved in Iran's Foreign Military Sales 
program, the claim is not against the Defense Security Assistance Agency. The extent of 
the liability of the FMS Trust Fund in that claim will be the same as if there were no 
claim - at the fmal closure of Iran's FMS program, the residual amount in Iran's FMS 
Trust Fund account will be returned to Iran. Any additional sums which might be 
adjudged due to Iran by the Iran-U.S. Claims Tribunal at the Hague would only be 
payable from the Judgment Fund, just as the settlement of one piece of said claim has 
already been paid. The Department of State represents the United States before the 
Tribunal. 

Susan C. Ludlow-MacMurray 
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Chief Financial 

Officer 


Annual Financial 

Statement 

FY 1995 


March 1, 1996 
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FY 1995 ANNUAL FINANCIAL STATEME1'1 

DEFENSE SECURITY ASSISTANCE AGENCY 


PART I - OVERVIEW OF mE REPORTING ENTITY 

A. OVERVIEW 

The Defense Security Assistance Agency (DSAA) administers the security 
assistance responsibilities ofthe Secretary ofDefense under the Foreign Assistance Act 
(FAA). of 1961 as amended. the ArmsExpon Control Act (AECA). as amended. and 
tither applicable statutes. Executive Orders. and Directives 

SECURITY ASSISTANCE DEFINED 

Security assistance is an instrument offoreign policy that suppons l'.S national 
security by providing a broad range ofprograms employing both authorizations to transfer 
defense equipment. services. and training to national governments and international 
organizations. as well as pro..iding funding to pay for such transfers. Security assistance is 
authorized by the FAA and the AEC'A The security assistance program helps mends and 
allies deter and defend against aLRreSsion. comribute to sharing the common defense 
burden and panicipate in muhinational security effons. such as coalition warfare and 
peacekeeping operations 

Security assistance also promotes the national military strategies for active 
engagement and forward presence by improving the defense capabilities ofour allies and 
friends. while demonstrating U S commitment to defending common interests. As an 
integral pan offorward presence. security assistance programs enhance deterrence. 
encourage defense responsibility sharing. suppon U.S readiness. and increase 
interoperability with potential coalition defense panners 

Programs included in the military segment of security assistance include Foreign 
Military Sales (FMS). Foreign Military Financing (FMF). lntemational Military Education 
and Training (IMET). Military•to-Military Contact Program (MMCP). grlnts ofExcess 
Defense Articles (EDA). Presidentially-directed drawdowns ofdefense inventories. and 
Special Defense Acquisition Fund (SDAF). The stn.ieture ofeach program provides the 
capability to respond to the needs ofmends and allies by addressing their security 
concerns while supponing U.S anned forces and promoting U.S. foreign policy and 
national security interests Security assistance progruns promote regional stability 
through arms transfer controls on the volume and types ofweaponry provided to 
recipients and foster respect for human rights. democratic values. and institutions 
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A brief description of each of the above programs follows 

Foreign Milital')· Sales (FMS) 

The FMS program is the government-to-government chaMel for selling U S 
defense equipment. services, and training FY l 995 sales were $9. l billion and FY 1994 
sales totaled Sl2.9 billion Sales in FY 1993 exceeded $33 0 billion. the largest sales year 
in LS history and significantly above the historical annual average (See Table 1-1. page 
I 3 ) Future FM S levels for the remainder of the decade are expected to average under 
SI 0 0 billion annually 

F\fS pro,·ides direct benefits by enhancing L'.S anned force's readiness posture 
and t" suppcming and encoura£ing interoperability among potential coalition defense 
panners Additional national benefits derived from these sales include a more favorable 
balance c-ftrade. sustainment of highly skilled jobs. and generation ofrevenue for L'.S 
companies Depanment of Defense (OoD) benefits from FMS through extension of 
production lines and lowering of unit costs for key weapon systems. such as the Ml.~ 
tanl.. F -1 b and F, A-18 aircraft. and AH·b4 (Apache) helicopters 

FortiJn 'lilita~ FinandnJ (FMF) 

F\fF 1s the primal".' financing program for milital') security assistance The 
Con;?1e'~ appropnates fund~ in the Foreign Operations Appropriation Act and DoD 
e'l.ecute> the program The majority ofF!\ff grants are designated to meet the continuing 
secunt\ needs ofallies in the Middle East. but funding is also pro\ided to suppon securit' 
assistance initiati,es in Central Europe (CE) and assist countemarcotics and dernining. 
effon s F!\fF in FY 1995 totaled $3 154 billion. roughly equal to the FY 199..i le\el 
After funding Israel and Egypt ($3 I billion) and other earmarked programs. less than s~: 
milhcm m discretiOnaJ".' F~ff funding was distributed to Jordan. countemarcClllC coumr:
programs. Haiti. demining. and the Baltic Peacekeeping Battalion Greece and Turke' 
recei' ed market rate loans through F!\fF 

International Military Education aad Training (IMET) 

The IMET program is a low cost grant program that provides professional rnilital'\ 
education and training to national milital') and civilian persoMel This training. through 
attendance at IMET sponsored courses in the United States and programs conducted in
country by various training teams. exposes future leaders of defense and related 
establishments to our values regard for human rights. democratic institutions. and ci\ilian 
control ofa professional military Over 3.000 military and civilian personnel from o'er 
I0(1 counmes panicipated in IMET in FY 1995 at an end-of-year program 'alue of 
s:(, :; ' million Over 3.000 pan1cipated in the FY 1994 l!\IET program 
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To meet the challenges posed by recent transitions to democracy in countries in the 
former So\iet l'nion. CE. Africa. the Pacific. and Latin America. IMET has been 
expanded to include programs focusing on human rights. effective defense resources 
management. military justice. and civil-military relations The IMET program remains one 
of the least costly and most effective programs for maintaining U S influence and assisting 
countries in their transition to and maintenance ofdemocracy During the last three 
decades over half a million foreign personnel have received training through IMET 
sponsorship 

MilitaJ1•to-Milit1~· ContaC't Program (MMCP) 

The MMC'P was designed to encourage a democratic orientation of defense 
esta!:>lishments and military forces ofother countries While IMET focuses on indi\'idual 
training.. the ~1\j('P is direeted towards foreign defense establishments as institutions to 
asmr them in understanding the role of military forces in a democratic society To 
accomplish this goal. MMCP relied on direct. in-country interaction between small. well
trained l' S contingents and their host-nation counterparts The MMCP process began 
with a \iilita~ Liaison Team(~T). assigned to the national Ministry of Defense. 
1.>.orking in-country to determine the functional needs of the host go\'emment Traveling 
C'omact Teams were then organized and sent in-count!')' to pro-.ide expertise in specific 
funcuonal needs identified by the ~n..T and the host count!')· The MMC'P also pro,·ided 
familianzation tours. conferences. and exchange of military and ci\'ilian personnel to 
accompli;h 11:; objectives For FY J9<l5. Congress appropriated SJ: 0 million in the 15(1 

!:>udger funcnon for this program. of which s: 0 million was earmarked to initiate 
program~ under the t: S Pacific Command's area of responsibility. and the balance to 
continue programs in CE traditionally funded with DoD or CINC funds The 
Administrauon did not request funding for the MMC'P in FY I996 MJ\1C'P t~'Pe acti\'itie~ 
will be continued in the future as pan ofa broader program of traditional (p.;(' militaf'.\
to-mihta~ programs. outside of securit~ assistance channels 

Euess Ddensr Artidrs (EDA) 

EDA are equipment (other than military construction equipment) which are in 
excess of the Approved Force Acquisition Objeetive and Approved Force Retention Stod; 
at the ume such anicles are dropped from the DoD inventory These anicles may be sold 
to eligible countries and international organizations under the FMS program. or 
transferred under the provisions of Sections SI 6 through 520 of the FAA During FY 
1995. $504 0 million in current ..·alue of EDA grant and sale transfers were notified to 
Congress. compared to the FY 1994 total of $267 0 million Bahrain. Turkey. Greece. 
Egypt. and Spain were the largest recipients ofEDA Several CE countries are no"' 
eli~rible t(I receive non-lethal EDA grants. trucks and uniforms were pro\'ided to Estonia. 
Lat~ 1a. Lithuania. and Albania under the program 
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Emtt1eDC) Drawdown Audaorilies. 

Section 506. FAA authorizes the President. on a grant basis. to draw down defense 
anicles from DoD inventories and to provide defense services to national governments and 
international organizations in response to military emergencies or to provide assistance for 
international narcotics control. international disaster relief. or refugee assistance In FY 
1995. Section 506(a)( I) FAA. drawdowns for military emergencies totaling $32 0 million 
were executed to pro...ide equipment and transponation in suppon ofthe UN Rapid 
Reaction Force in Bosnia Section 552(c)(2). FAA authorizes drawdowns for 
Peacekeeping Operations In FY 1995. Section 552 Peacekeeping Drawdo"'ns for 
commodities and services were S~ 0 million to equip the Palestinian Police Force. and 
S7 Omillion to suppon accelerated training ofthe nC\\ Haitian National Police Force 

Spetial ~fense Atquisition Fund (SDAFt 

SDAF is a revol\ing fund used to acquire defense anicles and senices in 
anticipation oflater sales through FMS to national governments and international 
organizations The Administration decided to phaseout the SDAF program beginning in 
FY 19Q4 and use incoming sales receipts to funher reduce the budget deficit Due to the 
decapitahzauon of the fund. S:?S: 0 million was returned to the Treasury (Revoh·ing Fund 
Capital Transfer Account. I l:?Sl4) in FY 19Q~ 

Peanl..eeping. Operations 

The number of situations requiring peacekeeping operations has risen dramaticalh 
in the past few years and can be expected to increase funher in the years ahead Militar;. 
equipment and services may be pro...ided to indi,idual countries or international 
orgamzauons panicipating in selected regional peacekeeping operations through securit~ 
assistance sale and lease programs or grant authorities During FY JQO~. militar;. 
equipment was pro"ided to member nations of the Economic Communit~ ofWest African 
States im oh·ed in a peacekeeping effon in Liberia. and to the nations comprising the 
Baltic Peacekeeping Battalion. using FMS procedures and funding pro...ided by the 
Depanment of State The United Nations (UN) has also obtained a variety ofmilita~ and 
suppon equipment on reimbursable lease and purchase agreements in suppon of 
peacekeeping programs in Somalia. Rwanda. Bosnia. and Haiti 
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SECUR1n· ASSISTANCE R£SPONSIBILITIES 

Within the Executive Branch. the National Security Council. the Office of 
Management and Budget (OMB), the Department ofthe Treasury. the Depanment of 
Commerce. and others have responsibilities related to security assistance However. the 
principal responsibilities fall to the Depanmem of Swe and the DoD 

The Sec:retlf)· of Swe has statutory respo11S11>ility for security assistance policy 
The Stale Depanmen1 has overall responsibility and authority for security assistance 
programs and determines what security assistance will be provided or what sales will be 
made to which countries or international organizations The Secretary ofDefense has 
statutory responsibility for determining what defense anicles or services are available for 
sale or transfer abroad and for implementing the military segment ofsecurity assistance 
programs The DoD also has significant input into the Depanmem ofSta1e·s policy 
decision making The security assistance functions delegated to the Secretary of Defense 
ha,·e been redelegated to the Director. DSAA. The Director. OSAA repons to the 
Secreta~ of Defense and Deputy Secretary ofDefense through the Assistant Sec:reta~ of 
Defense for International Security Affairs and the Under Secretary of Defense for Policy 

DSAA is primarily a policy and management oversight organization. the Military 
~panments actual!~ implement and execute programs DSAA funL1ions inc:lude the 
follClwing supervise formulation and execution of security assistance ~ithin DoD. 
including the development ofDoD regulations go,:eming security assistance programs and 
the DoD position on security assistance budget and legislative maners. monitor major 
"eapon$ system sale competitions and technology transfer issues. manage all budgetary 
and financial arrangements associated "ith FMS on a cash or FMF basis. manage the 
l\fET program. maintain the FMS and IMET data bases. implement drawdown authorit' 
transfer$ tl• countries from DoD stocks and transfers ofexcess defense anicles: manage 
the SD..\F. ser\ie as DoD focal point for liaison with other Executi\ie Branch agencies. and 
supervise the organization. training. administrative suppon and staffing ofDoD elements 
in countries which are responsible for managing security assistance programs 
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Accomplishing DSAA• s management responsibilities with notable effectiveness 
would not be possible without clearly focused centralized program management supponed 
by the decentralized logistics and services organizations ofDoD. Security assistance is 
multi-functional. requiring extensive interagency and intradepartmental coordination and 
management outside of the security assistance management structure DSAA pro\.ides 
the central focus. working directly with Congress. OMB. Depanment of State. 
Department ofTreasury. National Security Council and other Executive Agencies This 
central manasement is supponed by decentralized operational acti\.ities The respective 
Military Depanment program office provides a subordinate structure to manage the 
interface for logistics. training. transponation. technology and program management of 
~1ilital') Depanment-unique weapons system and organizational performance These 
program offices work directly with over I00 FMS customers and with their counterpan 
field acti'1.ities to structure the respective Military Department's security assistance 
pro~'T'lm "'ithin DSAA guidance. 

1'1PLE'.\fESTATIOS OF l1.S. SECl1UT\' ASSISTA~CE 
POLICY ASD OBJECTl\"ES 

DSAA's position and role in the t: S Government is unique DSAA is positioned 
to con,·en defense-related national security policy goals into reality. as e\idenced by the 
broad arra' and large quantities offielded "'eapons systems in friendly and allied militai:
unns. tht ongoing execution of logistical suppon. defense training. and other servict 
prciJects. and the m~Tiad of cooperati\'e programs which foster continuous interaction 
among the l' S and other countries The linkages between broad national policy goals. 
militaf'\ ·to-militaf'\ relationships. and consequential development and implementation of 
concrete plam can only be accomplished through the centralized management. 
coordinaunn. and control capabilities offered by DSAA 

DSAA continues to play a central role in suppon of Administration policies and 
r ongressional legislated actions for international security assistance In addition te> 
ongoing suppon to long established countries and international organizations. more recent 
examples include United Nations peacekeeping effons in various regions ofthe world. 
such as effons in the former Yugosla\.ia. Haiti. and Rwanda and suppon to emerging 
democracies in CE DSAA has also been a key player in the establishment ofthe Baltic 
Peacekeeping Battalion. consisting of troops from Estonia. Lat\ia. and Lithuania. In 
critical international situations. past and ongoing international security relationships have 
proven to be essential in providing the foundation for implementation of L' S foreign 
policy and national security objectives 
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F~S sales for FY 1995 totaled $9 I billion. over $3.0 billion less than FY 1994. 
The decrease is attributed to the fact that ongoing changes in worldwide defense budgets 
that have emerged following the end on the Cold War In FY 1995. $2 4 billion (26~o) 
consisted of sales ofMajor Defense Equipment. (See Table J-1. page 13. for the FMS 
sales history for the past five years.) 

Major aircraft system sales made up more than 20% ofthe FY 1995 sales These 
were the sale of 12 AH-64s to Egypt for $256.1 million. 30 AH-64s to the Netherlands for 
So6<l 4 million. 8 AH· I Ws to Taiwan for SI O I I million. 2 E2-Cs to France for S56 I 8 
million. and 7 refurbished KC-135s to Turkey for $299.0 million. and 30 FIA-18As to 
Spain for $275 8 million (EDA) 

Jn FY 1995. Congress funded the full Administration request for IMET resulting in 
a modest increa~ to S.25 S million An additional S850 0 thousand was added to IMET 
during the year. for an end-of-year total value ofS.26 35 million In FY 1994. the IMET 
program appropriation was reduced drastically from FY 1993 funding This required 
ma.ior restructuring of the JMET program and v~· close focus on the utility of our 
funding allocations \\'e distributed program shonfalls as equitably as possible to maintain 
\ iable security assistance relationships' 

DSAA continued to manage the EDA program during FY 1995 This program 
SI\ e~ the American taxpayer money b) transferring excess defense equipment to other 
ce>untries. saving the t.; S Government the cost oftransponing. demilitarizing. and 
d1sp0sing of the equipment At the same time. it funhers the national securit~ and foreign 
pohcv interests of the United States by enhancing the defense capabilities of our friend> 
and allie> DSAA notified Congress of potential transfers of over $504 0 million in 
cum~nt \ alu~ dunng FY 199~ 

During FY 1995. the Foreign Military Loan Liquidating Account (F\fi.LA) 
disbursed~= I 9 milhon of loan funds on behalf of national purchases and $7.2 6 million in 
guaranty payments on defaulted loans During the same period. S 1.699 3 million in 
principal. interest and late charges on all receivables was coUected SJ.052 8 million was 
returned to the Treasury $613 0 million was paid to the Federal Financing Bank CFFB ). 
and S33 3 million of collections into 1 IX4121 was disbursed for new default payments 
$440 I million in accrued interest and penalty revenue was recognized 

Based on auditi: of the FMF direct commercial contract program. through which 
approximately SI 0 bilhon ofFMF funds are used each year. changes were made to the 
program in FY J995 DSAA took steps to use FMF funds through the FMS program. 
which utilizes the DoD acquisition rules and regulations to purchase FJ\fS customer 
requirements After ~onsuhing with customers. Congress. industry. and others concemin£ 
the proposed changes. revised guidelines for continuing the program on an exception bam 
were issued m January 1995 
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The drawdown of U S forces and increasing emphasis on disposal of assets. led 
DSAA to sponsor a Logistics Management Institute study ofDoD disposal policy 
Preliminary results indicate substantial net dollar returns to the Defense Business 
Operations Fund can be realized through a business-based approach to retention. with 
concurrent improvement ofsuppon to both DoD and security assistance customers The 
study was completed in FY 1994 and action was taken in FY 1995 to test the conclusions 
reached and refine DoD spare pans retemion policies DSAA will continue consultations 
with other DoD offices to implement changes which will improve suppon to L' S and to 
security assistance customers 

DSAA'S E\'Ol\'J~G l~TER~ATIO~AL SECl!JUTY 
ASSISTA~CE ROLE 

DSAA is working closely with other DoD components to develop a coherent 
strategy ~ith respect to conventional arms transfers The laws. policies. regulations and 
procedures governing the current l 1 S system of arms expon controls are being carefully 
examined to determine the changes necessa~ to enhance their rele\'ance tone~ "orld 
reali11es As the DoD focal point for administering the multi-billion dollar secunty 
assistance program. DSAA is uniquely qualified tc> provide valuable ad\'ite to senior DoD 
pohc' mal..ers on secunt\ assistance matters 

During FY 1995. DSAA successfully managed two major attacl.. helicopter 
c0mpet111on> in the !'etherlands and the t·nned Kingdom "ith an aggregate value of 
appr0,1ma1ely s: I billion Such sales are cntical to the maintenance of a prudent le\ el 0f 
mi Ina~ production during a period of reduced DoD budgetary resources 

DSAA has pro,·ided essential leadership in maintaining the bridge bet"een foreign 
nation security assistance requirements and maintenance ofC S production capabilny 
The .:on11nued long-term operation of numerous production and rebuild lines for maJor 
items ofdefense equipment are hea\ily impacted by. or dependent on. continued 
international security agreements The following list of systems for which sales totaled 
o\er s: 26 billion in FY 1995 are representative ofthose programs wluch tangibly extend 
l. S production lines 

AH-64 Attack Helicopters 
AH- I W Attack Helicopters 
AIM-120 AMRAAM Missiles 
E2-C Aircraft 
FIA-18 Aircraft 
Multiple Launch Rocket Systems 
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SALES. RE\.ESl'E. AND COST MANAGEME~T 

The final FY 1995 FMS sales totaled $9. I billion as compared to the FY 1994 
FMS sales ofS l 2 9 billion The FY 1995 major defense equipment sales were 26%. or 
S:? 4 billion. of the $9 I billion total (see Table I·!. page 13 for prior year FMS Sales and 
Deliveries) 

During FY 1995. the Foreign Military Loan Liquidating Account (FMLLA) had 
reimbursements of $442.2 million. consisting of $292 3 million ofreceipts on FFB 
guaranteed FMF loans. and $149 8 million of reimbursements on defaulted and 
rescheduled guaranteed FMF loans The $292 2 million was transferred to the FFB. and 
the S 149 9 million of reimbursements on defaulted and rescheduled loans was panially 
reused to offset the 57: 6 million of ne" defaults paid to lenders covered by DoD 
guarantees 

CO~W\1ERCIAL Fl~CTIO'.'\S, RE\'OL\T~G Fl'"'.\'DS. A~D 
TRl.ST Fl"SDS REPORTED 

DSA.~ was established as a separate agenc~ of the DoD to administer the milita~ 
assistance component ofthe nation·s security assistance programs In fulfilling this 
mission. DSAA has managerial and admimstrauve responsibility for the FMS Trust Fund. 
the Foreign Milital'\ Financing Program Account (Fl\fFPA). the F!'.ll.LA. the Foreign 
\l1htal'\ Financing Direct Loan Financing Account <FMFDLFA). the SDAF. and the 
former Guaranty Resel'\·e Fund (GRFJ 

FOREIG\: \flLITARY SALES CFMSI TRL'.ST fll)\"D This account (8:?4:? ,. "a~ 
established as a means offacilitating the purchases ofl' S defense anicles and sel"\·1ces b\ 
countries. as authorized in the AEC A The Trust Fund provides a vehicle through which 
the Lnited States Government processes national funds required for FMS case payments 
to l' S contractors for new procurement. and to DoD components for sales from DoD 
stocks Table 1·2. page 13. provides infonnation about receipts and disbursements The 
performance measurements in the over.iew and the perfonnance indicators in the 
supplemental section are indicative ofthe FMS business process. however. they are not 
direct!~ linked to the Agency's plans. goals. and objectives The role ofthe USG. and 
therefore DSAA. is to respond to requests for purchases As such. we don"t link a cenain 
level of sales (or most other financial measurements) to the effective accomplishment of 
the Agenc' ·s mission Tables J-3 and 1-4. page 14. indicate the value and number of 
acti\e FMS agreements as of September 30. 1991 through 1995 
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SPEC'IA.L DEFENSE ACQUJSITION FUND (SDAFJ This accoum (4116). was 
authorized by the International Security and Development Cooperation Act of I981 The 
SDAF is a revolving fund under the control of the DoD which finances the acquisition of 
defense anicles and services in anticipation oftheir transfer (pursuant to AECA). to 
eligible nations and international organizations The SDAF account is replenished from 
the proceeds of sales of items purchased by the account The Administration is phasing 
out this program SDAF perfonnance measurements are presented in the overview and in 
the supplemental section of this repon 

FOREIG" MILITARY Fl1':A.1'lCfNG PROGRAM ACCOLl'f\.11' (FMFPA) Ttus 
account 1s being reponed as pan of the FMF Direct Loan Financing Account (FMFDLFA) 
<Account 4122) The following narrative is pro\ided to reflect its relationship to the 
F~fFDLFA The FMFPA. Account 1085. was established by the Credit Reform Act as an 
appropriated fund account to pro\ide the fUnding necessary to finance the subsidy element 
of the loan program Expenditures from this account finance the subsidy element of direct 
loan disbursements and are transferred into the FMFDLFA to make the required loan 
disbursements for approved FMS or commercial sales 
Management has taken action to establish perfonnance indicators on this account See the 
O\ en 1e" and supplemental sections for FMFDLf A perf onnance measures 

GL"RA."-TY RESER\"E FL"'!\l> <GRFl This account (4121 ). was established b~ 
Congress tCl provide a guaranty against countT) loan arrearages or defaults on the 
repayment ofloans due to the FFB and commercial banks The nature and purpose ofth1s 
account was changed on October I. 19QI. by implementation of the Credit Reform Act It 
ha~ nCl"' been replaced by the FMl...LA (41: I l 

FOREIG'\ MIL.ITARY l...OA."\ LJQL'IDATT:\:G ACCOL!J"T (F~ll..l..Al This 
accClum 141: I l was established under Credit Reform Act Consolidated into this symf!Cll 
"'ere all asset~. liatiilities. and equities for loan balances previous!) recorded in accounts 
11.10~:. 111\11083. I IMI084. and 11X4121 This accouni disburses loan funds 
pre' 10usl~ made available and accounted under the pre"iously mentioned accounts 
gn..LA performance measurements are shown in the over'\iew and in the supplemental 
section ofthis repon 
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FOREJG!' MlllTARY FINANCING DIRECT LOA.'I Fr.\ANCING ACC'OL-..;r 
(FMFDLFAl This account (4122) was established under the Credit Reform Act The 
establishment of this accoum provides the vehicle for making disbursement ofForeign 
Military Loan funds for approved procurements and for subsequent collection ofdebt 
service due for the loans The account uses permanent borrowing authority from the 
Treasury. combined with transfers ofappropriated funds from account 1085 to make the 
required disbursements for loan recipient countries for their FMS or commercial 
procurements Receipts ofdebt service payments from borrowers are used to repay the 
bC'lrrowings from Treasury FMFDLFA performance measurements are shown in the 
0Yen1e\\ and in the supplemental section ofthis repon 

ACCOl-~TISG RESPOSSIBILITIES FOR THE Fl;\'DS 

The Defense Finance and Accounting Senice (DFAS). Denver Center. Deputate 
for Securit\ Assistance. has pro\ided centralized accounting sen·ices to DSAA since 7 
~1arch J993 

KE,. ACCOl.~TISG CHASGES 

SD.~ ACTOL""TING The DFAS. Denver Center has continued to implement. 
~uhm 1b existing accrual accounting process. an accounting procedure that mcire close!~ 
matche~ the actual operation of the fund This procedure. known as the completed 
contract method of accounting. recognizes that a single procurement contract represent!< 
a d1~cre1e aggregauon ofeffon which best embodies the recordable actiYity of the fund. 
and the final costs on a procurement contract cannot be determined until the contract i~ 

legall' complete and closed Cpon contract closure. all expenses are matched with the 
apprC'lpnate revenue The DoD Accounting Manual prescribes the accrual basis as the 
ba'" C'lftht' accounting to be used by DoD Components Howe,·er. due to the decision••' 
pha~e out the SD.~. it was determined that it was not cost effective to change the 
e'\l~tm:; accounting process at that time 

SDAF Th.'VENTORY The SDAF inventory valuation was based on actual 
amounts reponed by the Military Depanments since these assets are controlled and 
managed by these agencies 

OTHER 

In Fiscal Year 1995, for the first time. the dollar value ofFMS cases closed 
(SI O 07..tB Jexceeded the dollar value of ne" cases implemented and amendments 
processed (SQ 05..tBi This is the resuh ofDSAA emphasizing closure of cases that haH' 
been suppl~ complete for more than two years This emphasis will continue into Fiscal 
Year J9% and beyond (See Tables 1·5 and 1-6. page I~) 
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REPORT PREPARATJO~: 

The financial statements have been prepared to repon the financial position and 
results of operation for the entity. pursuant to the requirements ofthe CFO Act of 1990 
The financial statemems have been prepared from the books and records ofthe emity in 
accordance with the fotmats prescribed by OMB DSAA is included in the DoD Five 
Year Financial Management Plan This repon does not identify any separate funding 
needs 
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TABLE 1-1 

FOREIGN MILITARY SALES AND DELIVERIES 
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TABLE 1-S 

NEW vs CLOSED CASES BY FISCAL YEAR 
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PART I: OVERVIEW OF THI REPORTl~G ESTIT\' 

8. PERFORMANCE MEASURES FOR PART I 

SPECIAL DEFENSE ACOtTISITION FUND. ACCOl!\"T 4116: 

PROGRAM: NumMr or Purcbasf Onkn Issued, Ntw aad Rrvised 

F\' 199!' ACTl\'JTI' 

TOTAL MILITARY J:\'TERDEPARTMENTAL PURCHASE 200 
REQFESTS (!\UPRs) ISSUED 

n 1994 ACTl\"JTY 

TOT ..U MILITARY ~TERDEPARTME~TAL PL1RC'HASE 166 
REQL"'ESTS(!\1JPRs) !SSL'ED 

!'\ARR.\Tl\'E: 

This performance measure reflect~ the number ofMIPRs that were issued with current and 
pnor ) ear obligation authority and the number of revisions to existing ~flPRs 

sorRcE: 
DSA.A Special Defense Acquisition Fund Manasement Information System 
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Onn·iew --------------------- 

PART I: O\"ER\'IEW OF THE REPORTING ENTITY 

B. PERFOR\tANCE MEASlTJU:S FOR PART I 

SPECIAL DEFENSE ACOlTISJTJOS FUND. ACC0l1''T 4116: 

PROGRAM: Num~r of Pu~basr Orden 0o5fd 

FY 199!' ACTl\°Jn· 

Age in Years I.QIAl: 
0-~ I 
4-t' 24 
i-9 3~ 
)() .lQ 

TOTAL 70 

F\' 1994 ACTJ\°ln· 

Age in Year5 I.QUl 
0-3 61 
4-(' 4<:
7-9 1: 
J!l- : 

TOT ~ 1:3 

:'\ARR.\Tl\'[: 
Thi$ performance measure shO\\S the number of purchase orders that were closed and then 

relati' e age 

sorRCE: 
DSAA Special Defense Acqu1snion Fund ~1anagement Information System 
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PART I: O\.ER\.IEW OF THE REPORTING ESTIT\" 

B. PERFORJ\l4.NCE MEASl'RES FOR PART I 

SPECIAL DEFENSE ACOPISITION FUND. ACCOll'J'T 4116: 

f'L'liANCIAL: Gain or Loss on Cases Oosed 

(Whole Dollars) 

F\ 199~ AC"Tl\"ln· 

'et Gain Returned to l' S Go\'emment Treasu~ so 0 

FY 1994 ACTl\'JTY 

'et Gam Returned w l' S GO\·emment Treasu~ so 0 

'\ARRATl\'[: 
Thi; performance measure reflects the dollar amounts returned to the l' S Treasul"\ There "'ere 

n0 fund~ re1urned IC' Treasury in Fiscal Year (FY I JQQ4 Due 10 the decapitahzation of1he fund. a FY 
I •1.-i' garn 0f S1~.54~ .C•o:; o:; was used to wrne-off unsalable equipment 

SOl'RC"E: 
Financial Statements 
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PART I: OVERVIEW Of THE REPORTING El'\IITY 

B. PERFORMANCE MEASlUS FOR PART I 

SPECIAL DEFENSE ACOtTISITION FU1'1>. ACCOl~I 4116: 

FL'IANCIAL: Fia.acial Performance 

THOVSAA'DS (S X 000) 

F\' 199!' E!'\D OF '\'EAR POSITJO~ 

5656.074 0 Assets 
134 074 0Liabilities 

s~::.ooo oEquity 

(urrent Rauo ((urrent Assets to 

4 9 I 
(" urrent Liabilities l 

FY J94J4 ESD OF '\'EAR POSITIOS 

S96:.391 O Asset> 
158 391 0Liabihue~ 

$804.000 0Equit\ 

(urrent RatlC' l\urrent Assets to 
(urrent L1atiihties I 61 

SARRATJY[: 
Tlus performance measure compares assets to liabilities For a breakou1 of the FY J99:' 

Liabilities amount see the "Statement offinancial Position .. for I I X4 l I 6 in Pan 11 and Footnote 
17 B Of the total "Liabilities amount ofSl34.074.0 for FY 1995. SJ24.982 0 applies to ..Other 
non-Federal Liabilities·· This amount ($124.982 0) was computed by using ..Advances to 
Contractors.. (GLAC 1400) and MUneamed Revenue·· (GLAC 2310) in accordance with the 
··rompleted Contract Method" ofaccounting This fund has more than enough assets to cover 
its liabilities The FY 1994 amounts are presented for comparison 

SOt"RCE: 

SDAF General Ledger 
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PART I: O\'ER\"IIW OF THI RIPORTl~G E~TITY 

8. PERFOR\tANCE MEASURES FOR PART I 

SPECIAL DEFENSE ACOUISITION FUND. ACCOUJ\14116: 

FIXANCIAL: Operatin& Costs 

THOL'SA."'-'DS CS X 000) 

F\" 199~ End of Year Position 

Net Operating C'om 
Revenues and Reimbursements 307.600 0 
Less Total Expenses and Losses 307 600 0 
Results ofOperations (Gain) 00 

F\ 1994 End of\"tar Position 
"-et Operating Costs 
ReYenues and Reimbursements 5211.109 0 
Less Total Expenses and Losses :?1IIOCJ0 
R~sult> of Operations (Gain) 00 

'.\ARR~TJ\'[ 

This performance measure presents the annual results of operation The total earnings for 
Fiscal Year (FY) 1995 was $307.606.000 00 To arrive at the FY 1994 resuhs ofoperations 
amount. an adjustment to prior years' revenues ($387.178 49) and applicable comract 
administration costs ($8.779.28) had to be subtracted During FY 1994. and before the 
September 30. 1994 accounting position was determined. $22.256,908 81 ofgain was used to 
write-off unsalable equipment During FY 1995, and before the September 30. 1995 accounting 
position was determined. $15545.063 03 ofgain was used to write-off unsalable equipment 

sot:RC[: 
Statement of Operation. Costs and Changes in Net Position 
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PART I: O\'ERVIEW OF THE REPORTING ENTITY 

B. PERFORMANCE MEASURES FOR PART I 

SPECIAL DEFENSE ACOUISITION FUND. ACCOlTJ\"T 4116: 

OPERATING REStTLTS: Reimbursement of DoD for Articles aad Servires 

THOUSAJ\'DS (S X 000) 

F\" 1995 ACTl\1T\". END OF '\'EAR POSITJOJ\i TOTAL 

fOLLECTIO~S S24!'.452 6 

DISBL"RSEME1'TS $159.873 0 

F\" 1994 ACTl\"Jn·. ESD OF YEAR POSJTJOS TOTAL 

COLLECTIO"S SZ75.600 0 

DISBL"RSE\1E'-:TS $179.ZSS 0 

NARRATl\'E: 
This perfonnance measure presents the 1Mual receipts and outlays for the fund These 

collections were received through the Foreitzn Military Sales Trust Fund from foreign customer~ 
and from DoD agencies for anicles and services sold from the fund Disbursements were to 
commercial contractors or DoD agencies The FY 1994 amounts are presented for comparison 

sorRCE: 
SDAF General Ledger and September 1995 Acct Rpt!M)l 17o (Repon on Budget Execution) 
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PART I: O\.ER\'IE\\' OF THE REPORTING ENTITY 

B. PERFOR!\l.\NCE MEASFRES FOR PART I 

SPECIAL DEFENSE ACQUISITION FUND. ACCOUJ\I 4116: 

FINANCIAL: Financial Condition 

THOUSA.1'.'DS ($ X 000) 
FY 199~ YEAR END POSITION TOTAL 
ASSETS 

Cash/Fund Balance v.ith Treasury $453.988 
Inventory 152.885 
Advances and Prepayments 0 
Accounts Receivable. Federal 49201 

TOTAL ASSETS $656.074 

LIABILITIES 
Accounts Pavable. !'on-Federal $7.0JQ 
Other Liabilities 124.98: 
Accounts Payable. Federal 2.0:"3 

TOTAL LIABILITIES $134.074 

Current Ratio (Current Assets to 
Current Liabilities) 4.9 I 

n 199~ YEAR END POSJTIO~ TOTAL 
ASSETS 

Cash fund Balance 1.1.ith Treasury So:'i0.408 
!mentor: 286.4-IQ 
Advances and Prepayments 0 
Accounts Receivable. Federal 25 534 

TOTAL ASSETS $96.2.391 

LIABILITIES 
Accounts Payable. Non-Federal $8.357 
Other Liabilities 142.280 
Accounts Payable. Federal 7 754 

TOTAL LJ..\BILITIES $158.391 

Current Ratio (Current Assets to 
Current Liabilities) 
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PART J: OYER\1EW OF THE REPORTING E:!\"TITY 

B. PERFORMANCE MEASURES FOR PART J 

SPECIAL DEFENSE ACOtTJSITION FU~'D. ACCOl:J\"T 4116: 

FIJl\A:SCIAL: Financial Condition (Continued) 

!'\ARR~Tl\.E: 
This perfonnance measure shows the year end position of this fund All assets and 

liabilities are considered "current" and there are no "long tenn" accounts The Fiscal Year (FY I 
I<N4 amount~ are presented for comparison 

SOl'RCE: 
SDAF General Ledger 
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PART I: O\'ER\'IEW OF THE REPORTING E1''TITY 

B. PERFORMANCE MEASURES FOR PART I 

FOREIGN MI LITARY LOAN LIOlTJDATING ACCOlTJ\'T, 

ACCOl!'1\'T 4121: 

Fll'\ANClAL PERFORMANCE: Reimbursement of DoD Articles and Sen·ices 


THOUSAA"DS ($ X 000) 
FY 1995 ACTl\1n·. END OF YEAR POSITION TOTAL 

Principal and interest collections on 
defaulted Federal Financing Bank and 
Commercial Guaranteed Loans and principal 
collections on the Guaranteed portion of 
rescheduled loans 

149.870 

I I 2968 
 Principal collections on Direct Loans and the 
direct portion of rescheduled loans 

673.622 

I 11468 
 Interest and Late Charges on direct and 
rescheduled loans and late charges on 
defaulted Federal Financing Bank and 
Commercial Guaranteed Loans 

262.683 

I 1 X4 l: 1 
 Principal on Federal Financing Bank loans 
transferred to :::!OX4:'i::? 1 0Cl7 



I I X4I:1 
 Interest on Federal Financing Bank loans 
transferred to 20X452 I 

TOTAl. COLLECTIO~S 


FY 1994 A('TJ\·rn·. E~D OF YEAR POSITJO~ 
 TOTAL 
I I X4 I: I Principal and interest collections on 

defaulted Federal Financing Bank and 
Commercial Guaranteed Loans and principal 
collections on the Guaranteed portion of 
rescheduled loans 

34.423 

112968 Principal collections on Direct Loans and the 
direct portion of rescheduled loans · 

544.704 

111468 Interest and Late Charges on direct and 
rescheduled loans and late charges on 
defaulted Federal Financing Bank and 
Commercial Guaranteed Loans 

273,480 

I 1X4I2 I Principal on Federal Financing Bank loans 
transferred to 20X4521.097 

297,949 

11X4I2 l Interest on Federal Financing Bank loans 
transferred to 20X452 I 



TOTAL COLLECTIO~S 1.496.687 
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Oven·iew 

PART I: OVERVIEW OF THE REPORTING El\71TY 

B. PERFORMANCE MEASlTRES FOR PART I 

FOREJG!'i MILITARY LOAN LlOVIDA TING ACCOlTl\I, 
ACCOU1''T 4121: 

R!liANCIAL PERFORMANCE: Reimbursement of DoD Articles and Sen·ices 
(continued) 

l'\ARR.\Tl\'E: 
This perfonnance measure compares the collections made to various accounts for 

several types of loans The collections are made for (a) repayments ofguaranty 
disbursements made by DSAA for defaults or reschedulings and collected back into 
I I X4 I 2 I for ne"' default disbursements. (b) repayments for direct loans and deposited 
int0 Treasury·s miscellaneous receipt accounts 2968 and 1468: (c) repayments 
for Federal Finance Bank (FfB) loans and returned to FFB for borrowings from FFB 
C01lections of miscellaneous receipts (::?968 and 1468) have increased over the past two 
years due to increased principal collections for direct loans Collections into 1 I X4 I 2 I 
ha' e decreased the past two years due to resctiedulings of cenain countries which were 
primaril~ in arrears 

SOl"R\E: 
General ledgers. Undisbursed Appropriation Account Repon (TFS 6653 ). and 

L'ndisbursed Appropriation Accounts - Trial Balance <TFS 6654) 
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PART I: OVERVIEW OF THE REPORTING ENTITY 

B. PERFORMANCE MEASURES FOR PART I 

FOREIGS MILITAR\' LOAN LIQUIDATING ACCOUNT, 
ACCOlT~T 4121: 


Fl:"\ANCIAL COSDJTION: Assets to Liabilities Ratio 


FY 199~ ESD OF YEAR POSJTIOS TOTAL 
Assets 8,501 
Liabilities 7 88::? 
Equity 619 

MILLIONS (S X 000.000) 

Assets to Liabilities Ratio 1.07 l 

FY 1994 ESD OF YEAR POSlTIOS TOTAL 
As~ets 9.559 
Liabilnies 7 995 
Equit~ 1.56-t 

Assets w Liabilities Ratio I.:?· I 

!\ARR~Tl\'[: 
This performance measure represents the asset to liability ratio Included in the 

asset balance are recei\·ables for Federal Financing Bani.. <FFB) loans which equal the total 
liabilitie:. which are borrowings from FFB 

SOL"RCE: 
General ledgers 
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PART I: O\.ERYIEW OF THE REPORTING E1'TITY 

B. PERFORMANCE MEASURES FOR PART I 

FOREIG~ MILITARY LOA~ LIOUIDATI~G ACCOlTJ\T, 
ACCOl'~T 4121: 

Opttating Costs 

THOVSA.""IDS ($ X 000) 

FY 199:: ACTIVITY. ESD OF \'EAR POSITIOS TOTAL 

Interest Expense on Federal Finance Bank Borrowings (316 554) 
Total Operating Expenses (316.554) 

FY 1994 ACTJ\·1n·. E!liD OF \'EAR POSJTIO'.'i TOTAL 

Interest Expense on Federal Finance Bank Borrowings (341 535) 
Total Operating Expenses (341.535) 

~ARR~Tl\'E: 
This performance measure represents the costs associated \\ith the liquidating 

account The only cost was interest expense paid to the Federal Financing Bank (FFBJ for 
borrowings on FFB loans administered by DSAA The drop in interest expense from FY 
94 10 FY 95 is due to the decrease in Joan principal as FFB loans are paid offb) the 
customers There are no nev. FfB loan recei\'ables to increase the principal balance thus 
increasing the interest expenses 

SOl'RCE: 
General ledgers 
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PART I: OVERVIEW OF THE REPORTING E;'\!ITY 

B. PERFORMANCE MEASURES FOR PART I 

FOREIG~ MILITARY LOAN LIQUIDATING ACCOln\!, 
ACCOl'NT 4121: 

Operating Results 

THOUSA"'-'DS (S X 000) 

F\' 199~ ACTl\lTI' TOTAL 

Re,·enues less Funds Returned to Treasul) (105.367) 
less Expenses (364 832) 

Operating Results $(470.199) 

F\' 1994 ACTJ\lTI' TOTAL 

Re,·enues less Funds Returned to Treasury (125.713) 
Less Expenses <341.535) 

Operating Results $(467.248) 

~ARR.\TJYE: 
This performance measure represents the difference between revenues and 

expense~ in the account The revenue is offset by the amount of collections that was 
returned to the Treasury which includes principal and interest The difference between FY 
I 994 and FY 199:' operating results is due to the increase in funds returned to the 
Treasury in FY 199:' oYer FY 1994 

SOl'RCE: 
General ledgers 
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PART I: O\.ER\.IEW OF THE REPORTING E1'71T\' 

B. PERFORMANCE MEASURES FOR PART I 

FOREIG~ MILITARY LOA~ LIOlTIDATI~G ACCOI'ST, 
AC'COl'ST 4121: 


F11'A!liCIAL CONDITIO!li: Asset and Liabilit)· Account Balances and Ratio 


Mil..LJONS ($ X 000.000) 
FY 199~ YEAR ESD POSJTIOS TOTAL 
ASSETS 
Cash Fund Balance with Treasury II 
lm·entory 0 
Ad,anc::es and Prepayments 0 
Accounts Rec::ei,·able. \;on-Federal 579 
loans Recei,·able 7.2.L!. 
TOTAL ASSETS 8.501 

llABillTIES 
Accounts Pa\'able. 1\on-Federal 0 
Other Liahilities 7.88: 
Accounts Pa~·able. Federal !! 
TOTAL llABILITIES us: 

Assets to Liabilities Ratio 1 07 I 

FY 1994 YEAR ESD POSJTJO~ TOTAL 
ASSETS 
C'ash·Fund Balance with Treasury 433 
lmentory 0 
Ad,·anc::es and Prepayments 0 
Accounts Recei\'able. Son-Federal 499 
Loans Recei\'able 8 6:?7 
TOTAL ASSETS 9.559 
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PART I: O\'ER\.JEW OF THE REPORTl~G EJ\"TIT\' 

B. PERFORMANCE MEASURES FOR PART I 

FOREIG~ MILITARY LOAN LIQUIDATING ACCOFNT, 
ACCOl.l"T 4121: 


FISANCIAL COSDITIOJli: Asset and Liabilit)' Account Balances and Ratio 

(Continued) 

LIABILITIES 
Accounts Pa\'able. Non-Federal 0 
Other Liabilities 7.996 
Accounts Payable. Federal .Q 
TOTAL LIABILITIES 7.990 

Assets to Liabilities Ratio 1.2 I 

!llARR.\TIYE: 
This performance measure shows the make up of the assets and liabilities of the 

account The fund balance v.ith Treasul} decreased from FY 1994 to FY 1995 due to 
disbursements made for direct loans The loan recei\'ables are lower due to the increase in 
principal collections in FY 199:'. 

sm·RcE: 
General ledgers 
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PART I: O\.ER\'IEW OF THE REPORTING ENTITY 

B. PERFOR!\tANCE MEASl!RES FOR PART I 

FOREIG~ MILITARY FINANCING DIRECT LOA~ 
Fl~A~CING ACCOUNT, ACCOllJ"T 4122: 


Fl~ASClAL PERFOR\L.t.NCI: Reimbunement for Articles and Sen·ices 


THOUSA."'DS ($ X 000) 
F\' 199~ ACTJ\'ITI". ESD OF YEAR POSITIO!"i TOTAL 

Total Collections $93.698 

FY 1994 ACTl\'JTI'. ESD OF YEAR POSITJO~ TOTAL 

Total Collections $50.666 

~ARR.\Tl\"£: 
This account was established in FY 199:! 

SOl"RCE: 
General ledgers. L"ndisbursed Appropriation Account Repon (TFS 66:'.> l. and 

Lndisbursed Appropriation Accounts - Trial Balance (TFS 66:\4) 
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------------------------ Onr\'iew 

PART I: O\.ER\'IEW OF THE REPORTI~G E~TITY 

B. PERFOR.\tANCE MEASURES FOR PART I 

FOREIGN MILITARY FINANCI~G DIRECT LOAN 
Fl~A~CING ACCOUNT, ACCOUNT 4122: 

Fl!\ANCIAL CO~DJTION: Assets to Liabilities Ratio 

THOL'SA..1\'DS ($ X 000) 
FY 199!' E~D OF YEAR POSJTIO!ll TOTAL 

Assets 2.465.785 
Liabilities 2 465 739 
Equity 46 

Asset to Liabilities Ratio 11 

FY 1994 E~D OF \'EAR POSJTJO~ TOTAL 

Assets 1.946.779 
Liabilit1e;. I 946.733 
Equity 46 

Asset w Liabilities Ratio l l 

!liARR.\TJ\'E: 
This performance measure represents the difference between assets and liabilities 

The ratio remains constant from FY 1994 to FY J995 The dollars increased by the new 
loan agreements signed in FY 1995. Equity consists ofunobligated appropriated funds 

SOllRCE: 
General ledgers 
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PART I: OVERVIEW OF THE REPORTING ENTITY 

B. PERFOR.\1ANCE MEASURES FOR PART I 

FOREIGN MILITARY FINANCING DIRECT LOAN 
Fl~A~CI~G ACCOPNT. ACCOVNT 4122: 

Operating Costs 

THOUSA."llDS (S X 000) 
f\" 199~ ACTJ\ln". EJ'liD OF \'EAR POSITJO:'ll TOTAL 

Subsidy Expense 42.774 
Administrati,·e Expenses _Q 
Total Operating Expenses 42.774 

n 1994 ACTJYin·. ESD OF \'EAR POSITIO!li TOTAL 

Suhsid' Expense 
Administrati' e Expenses 

38.118 
__Q 

Total Operating Expenses 38.118 

!liARR-\Tl\"E: 
This perfcmnance measures shows the operating expenses for the account 

sorRCE: 
General ledgers 
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------------------------ 0\'en·iew 

PART I: O\'ERVIEW OF THE REPORTING E~TITY 

B. PERFOR.1\tA~CE MEASlTRES FOR PART I 

FOREIGN MILITARY FINANCING DIRECT LOA~ 
Fl~ANCING ACCOl11\'T. ACCOVNT 4122: 

Operating Results 

THOUSA."-"DS ($ X 000) 

FY 199!' ACTl\lTY. ESD or \'EAR POSITJO~ TOTAL 

Appropriations Expensed Plus Revenues 98.243 
Less Operating Expenses 198.243) 
Operating Results 0 

FY 199.a ACTJ\'JT\'. E~D OF YEAR POSITJO'.'\ TOTAL 

Appropriaticins Expensed Plus Re\·enues 65.566 

Less Operating Expenses (67- ~66) 

Operating Results 0 

SARR.\TJ\'E: 
This performance measures shC1ws the operating results of the account !\et results 

fl"Clm operations must equal zero for credit reform loans 

sot:RCE: 
General ledgers 
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PART I: O\'ER\'IEW OF THE REPORTING E:!'-TIT\' 

B. PERFORl\tANCE MEASURES FOR PART I 

FOREIG:"\ MILITARY FINANCING DIRECT LOAN 
Fl~A~CING ACCOUNT CFMFDLFA), ACCOll'.'T 4122: 

Fl~ASCIAL CONDITION: Assets and Liabilities Account Balances and Ratio 

THOUS . .\.,'DS ($ X 000) 
FY 199!' ACTI\'JTI', END OF YEAR POSITIOS TOTAL 
ASSETS 
Fund Balance with Treasury S00.186 
Inventor: 0 
Advances and Prepayments 0 
Accounts Recei\·able. Federal-lntra-goYemment 1.487.195 
Non-Federal Accounts Receivable 9.355 
(redit Program ReceiYables 469 049 
Total Assets :?.4o~.785 

LlABILJTIES 
Account~ Pa~·able. ~on-Federal 0 
Debi 788.3:?8 
Other Liabilities 0 
Accounts Payable. Federal 167741 I 
Total Liabili1ies :?.465. 739 

Assm to Liabilities Ratici 1 I 

FY 1994 ACTl\'Jn·. ESD OF YEAR POSITJOS TOTAL 
ASSETS 
Fund Balance with Treasury 357.397 
Inventor:-· 0 
Ad\·ances and Prepayments 0 
Accounts Receivable. Federal-Intra-government 1.339.104 
Non-Federal Accounts Receivable 4.151 
Credit Program Recei\'ables 246 127 
Total Assets 1.946.779 



Appendix A. Disclaimer of Opinion and Financial Statements Audited 

------------------------ Onn•iew 

PART I: O\'ER\'IEW OF THE REPORTl~G ENTITY 

B. PERFOR\IANCE MEASURES FOR PART I 

FOREIGN MILJT ARY FINANCING DIRECT LOAN 
Fl~ANCJNG ACCOlJ'l\7 CFMFDLFAl. ACC0l1'7 4122: 

FL'\A:SClAL CONDITION: Asstts and Liabilities Account Balances and Ratio 
(Continutd) 

LIABILITIES 
Accounts Payable. l'\on-Federal 0 
Debt 413.167 
Other Liabilities 0 
Accounts Payable. Federal 1.533566 
Total Liabilities 1.946.733 

Assets to Liabilities Ratio I : I 

:SARR.\ TJ\"E: 
Thi; performance measure compares the makeup of the assets and liabilities in the 

account The dollar figures increased from FY 1994 to FY 1995 due to the ne" loan 
agreements signed in FY 1995. 

SOl"RCE: 
General ledger~ 
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PART I: O\"IR\'IIW OF THI REPORTING E~llTY 

B. PERFORMANCE MEASURES FOR PART I 
FORE JG~ MJLIT ARY SALES CFMSl TRUST Fl~'D. 
ACCOFNT 8242: 

PROGRA~t: Nr" Sales Cases Accepted and Amendments Processed 

FY 1995 AC"Tl\1TY NA\'Y TOTALAB.MY ~ OTHER 
l\"EW FY 1995 SALES CASES 745 625 600 250 2.220 
(ASE A.\1E'\"D\IE'\'TS-Al.L YEARS lli 159 ill 20 576 
TOTAL 991 784 751 270 2.796 

FY I99..t AC"TJ\1TY .ARMY Jl.;AVY USAF OTHER TOTAL 
7~., 6~.,_,_l\"EW FY 199..t SALES CASES 

_, _ 556 228 2.1..is 
CASE AME\"D\1£"?\TS-Al.L \"EARS 194 109 ill 1 44~ 

TOTAL 926 741 689 235 2.591 

~ARR.\Tl\"E: 
This performance measure shows the number of new sales cases implemented and 

the number of case amendments processed to existing cases during each fiscal year While 
amendments are identified to the original case. they are not identified to the fiscal year of 
the original case·sale Several amendments during the multiple-year life ofany case is 
considered reasonable 

SOl"RCE: 
DSAA I.200 System 
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------------------------ Oven·iew 

PART I: OVER\.IEW OF THE REPORTI~G E~'TIT\' 

8. PERFORMANCE MEASl~ES FOR PART I 

FOREIG~ MILITARY SALES <FMSl TRUST Fll'l'i'D, 
ACCOll\'T 8242: 

PROGRAM: Sales Cases Closed 

FY t 99~ ACTJVJn' ARMY NA\:Y L!SAF QTHER TQI6L 
CASES CLOSED FOR ALL YEARS 1,299 809 736 323 3,167 

FY 1994 ACTl\'JTY AR.\1Y NAVY USAF OTHER TOTAL 
CASES CLOSED FOR ALL YEARS ).301 763 774 346 3.184 

!liARR~Tl\'E: 
This measure demonstrates the number ofsales cases "closed" during the fiscal 

~·ear The "closure" ofa sales case. like the completion of a legal contract. occurs when 
all the terms ha\'e been met Sales cases must be legally. logistically. and financially 
"complete" prior to closure 

SOl"RCE: 
DSAA 1100 System 
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PART I: OYERYIEW OF THE REPORTING E1''TITY 

B. PERFOR'l\tA~CE MEASURES FOR PART I 

FOREIGN MILITARY SALES <FMSl TRVST FUND, 
ACCOl'NT 8242: 

PROGR.t.!\1: Ordered Value of New & Amended Sales Cases By Major Category 

THOL'SA.,'DS ($ X 000) 

FY 199~ AR\iY NA\'Y ll..SM: OTHER TOTAL 
A.ircraft 958.217 704.069 1.036.860 381 2.699.526 
!\11ssiles 213.719 506.127 261.747 0 981594 
Ships 1.223 165.292 0 651 167.166 
\'eh&:.. Wpns I 12.767 186.228 145.916 127 445.039 
Ammunition 57.460 123.480 55.120 976 237.03C. 
Training 105.128 116.097 198.456 5.725 425.40:' 
!'.fac'Other 1 186 779 1 554,265 1,290 045 67 362 4 098 45: 
TOTAL 2.635.293 3.355.558 2.988.144 75.222 9.054.218 

FY JClQ4 AR.\fY l'A\"Y L'S..\F OTHER TOTAL 
Aircraft 374.306 1.081.437 4.074.339 2.376 5.532.458 
Missiles 326.507 670.295 367.869 721 1.365.392 
Ship;. 538 187.630 0 2.616 190.784 
\'eh 8:. Wpns 310.128 81.344 196.315 6.131 593.918 
Ammuniti0n 154.499 149.370 52.893 4.545 3o 1.37c, 
Training 57.345 273.770 192.795 542 524.452 
\fac Other 790 559 I IOI 949 *061 897 342 520 4,206 9:5 
TOTAL 2.013.882 3.545.795 6.946.108 359.451 12.865.236 

SARRA Tl\"E: 
This measure classifies the various kinds ofexecution acti'"ities and shows the 

distribution of major weapons sales cases among the implementing agencies. 

SOl'RCE: 
DSA4. I:?00 System. 
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------------------------ Overview 

PART I: OVERVIEW OF THI REPORTING Il\!IT\' 

8. PERFORMANCE MIASlTRES FOR PART J 

FOREJG~ MILITARY SALES CFMS) TRUST Fl~'D. 
ACCOl"~T 8242: 

PROGRAM: Aged Number of Sales Cases Oosed 

FY I995 ACTIVITY Mill'. NAVY US& .QIHE.B TOTAL 
AGE 0-5 Years 463 172 222 239 1.096 
AGE 6-l 0 Years 584 377 350 67 1.378 
AGE 11-J 5 Years 196 198 131 16 541 
AGE 16-:?0 Years 50 51 29 I 131 
AGE 20- Years Q 11 ~ Q :1 
TOTAl.. 1.299 809 736 323 3. loi 

FY 199..i AC"TJ\'JTY A&ill: JSA\'Y USAF ~ TOTAL 
AGE 0-5 Years 518 210 247 253 1.:2s 
AGE 6-10 Years 619 352 369 79 1.419 

_,_4~"'AGE 11-1' Years 130 15..i 135 13 
AGE lt>-:?O Year;. 29 39 20 I S<l 
AGE 20- Years ~ !! J Q ].£ 
TOTAL 1.301 763 774 34() 3.184 

~ARR~TJ\"E: 

This performance measure reveals the age or "life cycle" of the sales casei:. closed 
The a\·erage 6- year life ofa case is directly attributable to it's complexity Major weapon 
systems procurements. such as aircraft and construction cases. require more time to 
execute and complete financial close-out than do logistics and training cases 

sorRCE: 
DSAA 1200 System 
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PART I: OYERYIE\\' OF THE REPORTl.SG El\'TITY 

B. PERFOR'.\lA.SCE MEASURES FOR PART I 

FOREIGN MILITARY SALES CFMSl TRUST Fll'J'il), 
ACCOll'iT 8242: 

PROGRAM: Number of Open Cases as of Fiscal Year End 

SEPTEMBER 30, 1995 POSITION AR.\.fl' NAVY USAF QiliEB TOTAL 
?loi1."MBER OF CASES OPE~ (BASIC) 5.333 5.070 4.436 1.077 15.916 

SEPTE!\1BER 30. 1994 POSJTJO~ ARMY NA\"Y USAF OTHER TOTAL 
l\1."\1BER OF CASES OPEN (BASIC) 5.757 5.210 4.536 1.14: 16.645 

~ARR.\TJ\"E: 
This penormance measure shows the number of active FMS sales cases at the end 

of each fiscal year 

SOl'RCE: 
DSAA i:on System 
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PART I: OVERVIEW OF THE REPORTING ENTITY 

B. PERFORMA~CE MEASl1RES FOR PART I 

FOREIG~ MILITARY SALES CFMSl TRUST FlTl'"D, 
ACCOl~T 8242: 

FL'iASCIAL PERFORMANCE (OBLJGA TJONS): Assets to Liabilities Ratio 

THOUSA.'\'DS ($ X 000) 

FY 199:: ESD OF YEAR POSITIOS TOTAL 

Assets $15.794.364 
Liabilities $15 794 364 

Equit~ 0 

Assets 10 Liabilities Ratio 11 

f) 1994 E~D OF YEAR POSITJOS TOTAL 

Asseg $17.168.478 
Liabilities $17 168478 

Equit~ 0 

Assets to Liabilities Ratio I I 

!'\ARR.\Tl\"[: 
This performance measure reflects the relationship between assets and liabilities 

sot:RcE: 
FMS Trust Fund General Ledger. 
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PART I: O\"ER\'IEW OF THE REPORTING E~J"IT\' 

B. PERFOR'1ANCE MEASVRES FOR PART I 

FOREIGS MILITARY SALES CFMS> TRUST FUND. 
ACCOl'NT 8242: 

Fl~A~CJAL: Operating Costs 

MILLIO!'\S ($ X 000) 
FY 199~ End of Year Position TOTAL 
J\et Operating Com 
ReYenues and Reimbursements $0 
Less Total Expenses and Losses iQ 
Cost of Operating a Program $0 

n· 199-' End of\"ear Position TOTAL 
~et Operating Costs 
Re\ enues and Reimbursements $0 
Less Total Expenses and Losses $0 
Cos1 of Operating a Program so 

~ARR.\TJYE: 
This performance measure reflects no gain or loss to operate the program 

SOl"R\E: 
F\1S Trust Fund General Ledger 
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Onn·iew 

47 

PART I: OVERVIEW OF THE REPORTING E!\'TITY 

B. PERFORMA~CE MEASURES FOR PART I 

FOREIG~ MILITARY SALES CFMSl TRUST FLTJ\'D, 
ACCOlTJ'iT 8242: 

Fl~A~CL\L: Operating Results 

THOUSA.'l\;"DS ($ X 000) 

FY 199!' AC'TJYin· TOTAL 

Funds Appropriated Total Re\'enues 
and Financing Sources $0 
Less Net Operating Costs Total Expenses Q 
Operating Results Net Position. Ending Balance $0 

FY 1994 AC'Tl\'Jn· TOTAL 

Funds Appropriated Total Re\'enues 
and Finan.:ing Sources $0 

Less ~et Operating Costs Total Expenses $0 

Operating Results Net Position. Ending Balance $0 

SARR~TJ\'E: 
This performance measure shows the operating results: however. the FMS Trust 

Fund accounts only for amounts on a cash basis in a fiduciary capacity on behalf of its 
clients 

SOl'RCE: 
FMS Trust Fund General Ledger 
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PART I: O\'ERVIEW OF THE REPORTING E1'"TITY 

B. PERFOR1\1ANCE MEASURES FOR PART I 

FOREIGN MILITARY SALES CFMSl TRUST FlJND. 
ACCOl~NT 8242: 

FllliANCL\L CONDITIOlli: Financial Solvency Condition - Trust Fund and 
Interest Bearing Account Balances 

~LIONS (S X 000,000) 

BALA!llCES AS OF SEPTEMBER 30, 1994 TOTAL 
Treasury Cash Balance for Account 824.2 $5,462 0 
(ash and Other Monetary Assets 7,794 I 
!\on-Federal Accounts Recei\'able 2.538 I 
Accounts Payable -182 I 
TOTAL $15,612 I 

BAL.\JliCES AS OF SEPTEMBER 30. 1994 TOTAL 
Treasury Cash Balance for Account 8242 $6.409.6 
lntereSl Bearing Accounts 6.641 0 
Accounts Recei\'able 4.117 8 
Accounts Pa~·able -142 5 
TOTAL SI 7.025 9 

~ARR.\Tl\'[: 
Foreign ~1ilitary Sales (FMS) Trust Fund Accounting is managed by the Defense 

Finance and Accounting Service (DFAS). Denver (enter to ensure sufficient customer 
funds are on hand to meet the daily cash requirements ofthe military depanments 

During FY 1995. approximately $13.4 I 7.0 million was disbursed to implement 
customers· orders This requirement, compared to the cash and interest bearing account 
balances. yields a "quick cash ratio" of 1.01. I for the fund (cash to requirements) The 
liquidity ratiCI was I. l9: I and was calculated as total cash available. plus receivables. 
minus payables. compared to FY l 995 cash disbursements requirements The change in 
accounts receivable is due to a significant increase in collections on receivables ($4 3 
Billion) from 3rd Quaner to 4th Quaner ofFY 1995. 

SOURCE: 
FMS Trust Fund General Ledger. 
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PART I: OVERYIEW OF THE REPORTING E1'TIT\" 

B. PERFOR!\tANCE MEASL"RES FOR PART I 

FOREIG~ MILITARY SALES CFMS> TRl1ST FlTND, 
ACCOl~T 8242: 

Fl!'A~CIAL PERFORMANCE: Reimbursement of DoD Articles and Sen•kes 

MD...LIONS (S X 000,000) 
FY 1995 ACTl\ln· TOTAL 

COLLECTJO'S Thi l: S DOLLARS $12.469 4 

F\ 1994 ACTl\"JTY TOTAL 

COLLECTIO'S I'\ l. S DOLLARS $13.035 8 

~ARR.\TJ\"E: 
Thi;. measure shO\\S the dollar Yaiue ofall collections into the F\1STrust Fund 

during the fiscal ~ear Collections into the Fund for FY 1995 were less than anticipated 
due w a decrease in the number and amount ofF\1S cases and their required initial cash 
dep0sits Arrearages for FY J99~ were $58~.912 and arrearages for FY 1994 were 
s.io:.89' 

SOl"RCE: 
F\1S Trust Fund General Ledger 
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Depanment/A~nc~·: Depanment of Defense 

Reponinl! Entit~: Defense Securit~ Assistance Al!mc~ 


Statement or Financial Position U 1X4116.11X41Z1.JJX4122.JJX8242) 

A~ of September JO. 199~ 


(In Tboul>llnd~) 


ASSETS 
J99!' m! 

1. ESTJT\' ASSETS 
a. 	 Transactions With Federal (lntra·Go\'Cf'MICJlial) Entities 

(I) 	Fund Balances With Trcasu~ (Note 2) 
 S6.427.268 S7.850.40<· 
(al Funds Collected 
 Sl3.2S0.837 Sl3.694.418 
(bl Funds Disbursed 
 (Sl4.440.31 IJ (Sl4.27o.912) 
(Cl Fw1ds Wit11 Treasu~ 
 Si.616.742 S8.432.9110 

(2 l Im estments. Net (Note 4) So So 
<:; l AccowllS Recei\·able. Net (ll:ote SJ $49.201 S25.5:;4 
14 ) l111eres1 Recel\ able so So 

< 5 l Ad' ances and Prcpa~n1ent s so Sn 
till Olher Federal 1lmrago,emmemall 1Note 6> Sl.487.195 SJ.:l:;Y.1114 

b 	 Transacuons \\'1th Non-Federal (Go\emmcntal>Entities: 
1 I ). Im cstments <Note 4 J so So 
<2) Accounts Recel\·able. Net (Note SJ S3.l26.141 S4.62 l.o5o 
n> Credit program Rece1\'ablcs.'Rclated So So 

Fore::loscd Propen:. Net 1J1;ote 7J S8.380.406 SS.8"~.2411 

<4 > Interest Rccel\able. Net so so 
(5) Ad\ ances and Prepayments So So 
t<l) Olher !'on-Federal 1Go\l:mmcn1al> 1!\01c f>I 
 So Sii 

c Cash and 01hcr Moncta~ Assets 1!\otc :;) 
 S".'..,114.I~~ sc..r • .i1.12· 
d !memo~. !\ct 1!\01c R! 
 Sl52.885 S2XU ..l4Y 
c \\ or!.. l11 Progress <!l.otc Yl 
 So Sii 
f Operaun~ ~1:11enals•supphes. lliet <~01e fill 
 so Sn 
~ Sto.::kp1Jc Materials. Net (!>iote 11 > 
 so So 
h Seu.ed Propen: (ll;otc 12 > 
 So So 
I Forfeued Propen:. Net (~Ole n) 
 so Su 

.1 Goods Held vnder Pncc Suppon and 

S1ab1h.t;1Uon Programs. !'ct (!'ote 14 > 

So So 

I. Propen:. Plan• and Equ1pme111. Net cN01e 15> 
 So $11 

I Other Enu~ Assets 
 So So 
m. TOTAL ESTJT\ ASSETS s2~.4J'7.294 S.:?9.6~;. 5 fll 

2. 	 NOS-ENTIT\' ASSETS 
a 	Transacuons W1tb Federal <lntrago\'emmentalJ Entiues 


(I J Fwul Balance Wnb Treas~ (Note 2) 
 so So 
(2) AW>\IJlts Recei\'able. Net (Note S) 
 So so 
C'l lntcres1 Rece1\able. Net 
 so so 
<4 1 Otl1er (Note 6) 
 so S11 

b. Transac:uons With Non-Federal (Go\'emmental) Entiues 
( I ) Accounts Recei\'able. Nei (Note 5J 
 So So 
<21 l111eres1 Recei\'able. Ne1 
 so So 
{'.l) 01her(~ote6J 
 So $11 

c Cash and Other Moneta~ Assels <Note 3J 
 So So 
d Olher Non-E111i~ Assets 
 So So 
c. TOTAL NOS-INTIT\" ASSETS so so 

J. TOTAL ASSETS 

Principal Statements 
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Principal Statements 
Depanmeat/AlCDcy: Depanmeat ol Ddeme 

Reponinl Eetity: Ddease Secu~ A.ISistuct A~ 


Statement of Fiaucial Positioo (1 JX,116,J JX,121,J IX4J22.J 1X12'2) 

As of Septeaiber 30, 199!' 

(In Tllousuds) 


LL\BILITIIS 
Jm .122:! 

4. LIABILITIES COVERED B\' BUDGETARY RESOURCES: 
a Transactions With Federal (lntrag0\'e!111De11W) Entities: 


(I l Accounts Payable 
 $67.43!1 S32.!1!17 

(2). Interest Pa)ablc 
 so so 
(3) Debt.<Notc 16) 
 S4.28l.3SS $4.198.581 

(4). Odier Federal (lnuap'Cr111DC11tal) 

Liabilities (Note 17 > 


Sl.733.393 Sl.!193.7!1i 

b Transactions Wtth Non-Federal (GO\-ernmenw) Entities: 
() > Accounts Pa~able SJ23.813 Sl26.09'1 

(2). Acc:rued Pa~Toll and Benefits 
ca) Salancs and \\'a(!es so so 

tcl Se.erance Pa~ and Separation Allowance so $11 
so so tl> l Annu.11 Accrued Lea' e 

So ('.\ l Interest Pa~·able so 
So <4). Liabilities For Loan Guarantees (Note 7) so 
So t!I) Lease L1abihtics (Note 18) so 
so (6 J. Pensions and Other Aauarial Liabihties 0-:ote 19) so 

c 7 > Other Non-Federal cGovemmentall LiabihtJes (Note 17) S20.070.!169 S2I.'18 46~ 

c.TOTAL LlABILITIES CO\'ERED B\" Bt.:DGETAR\" 

RESO[RCES: 
 S26.276.!16!1 S2~.2<-'1AtG 

!'. LIABILITIES NOT COVERED BY BUDGETARY 
R£SO[RCES 

a 	 Tr:msacuons Wnh Feder.ii tlntragO\emmcnla.I> Enuues 
(ll Accounts Payable So So 

so (21 Deb• (Note 161 so 
So C31 Other Federal tlntragovemmental) Liabilities (Note 17) so 

b 	 Transactions With Non Federal Entitles 
<11 Accounts Payable Sii So 

so (2l Debi 1N01c 16) so 
m lease Llabiliues 0-:ote 18) so so 

so (41 Pensions and Oilier Actuarial Liabilities <Note 19 l so 
So (!I> Other Non-Federal (GO\-emmaiial I Liabilities (Note J'7l so 

c.TOTAL UABD.JTIES NOT COVERED B\' 

BUDGETARY RESOURCES: 


so So 

6. TOTAL U.UllJTIES S26.276.!16!1 $1"7.269.46' 

NET POSmON (Nott 2Cl) 
7. 	 BA.LANCES: 


a Une:qiended Appropnations 
 Sll.149 $-1~3.0i2 

b. ln\-ested Capilal 
 Sl.129.SSO Sl.9~4.975 

$0 c Cumulati\ e Results of Operations 
 so 
$0 so d Olher 


$0 e Future Funding Requirements 
 so 
f. TOTAL NET POSITION Sl.140.'729 S2368.ll~~ 

S4 

II!! !!!!!!ll!!'::IDI !!!"!!! ......al II!! l[!l!!!t .....l'llb. 

S27.417.294 I. TOTAl. l.LUD.JTIES ANI> NET POSITION S2<1.6:17.SIO 
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Principal Statements 
Dcpanmeal/Aaency: DepartmeDt or Dcfease 

Reponiat Eotity: Defease Securit~ Allistuce AtcDC~ 


Slalcmmt or OpcntioD~ ud Cbur:es iD Net PositioD (JJX4J l6,l IX41ll.J JX41ll,JJXB24l) 

for Periflll Ended September 30, 199~ 


On Tbouuads) 


~ l!2! 
REVENUES AND FINANCING SOURCES 

I Appropriated Capilal Used ($379.148) S38.l 18 
2 Re\·enucs from Sales ofGoods and Sm.ices 

a TolhePubhc $306.827 $209.9411 
b Jnuago'"emmental so so 

3. Interest and Pcnalues. Non-Federal $680.380 $'719.919 
.i Interest. Federal $31.533 So 
; Taxes (Note 21) so Sil 
6 Other Rn·enucs and Financing Sources (Nore 22> $!'97.19; $1.16'1 
7. Less Taxes and Receipts Transferred to the 

Trcasur:- or Other A[!enc1es ($936.311;1 (S8!8.l1'-l1 
8. Tot•I ar,·eaues ud FinanciDr. Sou~e~ $300.482 Sl!\11.%~ 

EXPENSES 
9 Program or Operatin~ E'-penscs (Note 2:1) $91.052 538.118 

Ill COST of Goods Sold (Note 24) 
a To the Public $292.1161 SUIU~~ 

b lntrago' enunemal 511 Sil 
ll Deprecaauon and Amomzauon $(1 So 
12 Bad Deb1s and Wnte-offs s1;.;.i; s22.2~-

p lnreresi 
ii Fedcrdl F111ancmg Bank 7reasui; Borro"mg 5'72.02'.\ S'.\68.98~ 

b Federal S"unues so So 
c Other so 50 

14 Other Expenses (Note 2 5) so Sil 
I~. Total Elpensc• S"7u.681 S6l8.211l 

lh f,cess 1Shona[!Cl ofRn·enues and Fma11cmg 
Sources Cher Total Expc11ses Before E'"traordmal") ($470.IYYI ($.i(>°7 .24~) 

hems 
J7 Plus I Mmusl h"Iraord11aar:- hems (Note 2<>) S•• $11 

18. [lees• CSbonazr) of Re>·eoues and 
Fiaancinz SouRn 0.er Total [lpeDSeS ($470.199) ($46°'.24gl 

19 Net Position. Beginning Balance as 
Pm10USI~ Stated $2.368.047 S7.209.1>90 

20 Adjusunents (N01e 27> (5~97.908) ($.i.l~0.2~1\) 

21 Net Posiuon. Beginning Balance as Restated 51.970.B9 53.0~8.8:'4 

22 Excess (Shortage\ ofRC\-enues and Fmancing 
Sources O\"er Total Expenses (S-'70.199) ($467.248) ,.-· Plus CMmusl Non Operating Changes (Note 28) ~SJ!'9.21 I l c522;.~~9> 

24. Jlict Position. EDdinr. Balance Sl.140.729 s2.:;l\s.n.i1 
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Dcpanmenl/Aitency: Dcpamaent of Defense 

Reponini: Eatit): Defense Securit) Assistaac:e Agenc) 

Statement ofFinuc:ial Position (11X4116,JJX4121.JJX4122) 

As of Sepranber 3U, 1995 

(la Tllousancls) 


ASSITS 
1. ENTJT\' ASSETS 

a Transacuons With Federal (Jmra-Ocl\-munemal) Entities 
C I ) . Fund Balances With TIQSW)· <Note 2) S965.277 Sl..U0.8~ I 

(al Funds Colleacd $781.408 S6~8.6:;S 

(b) Funds Disbursed (Sl.023.298) (Sl.O~<>.f'.'":1 

tel. Funds With Treasm) Sl.207.167 Sl.8'.lS.:;111 

12 ). ln,·estn1ents. Net (Note 4) so so 
1:; ). Accounts Receivable. Net <Nme S) $49.201 $2~.~:;.i 

(4) Interest Recet\'llblc so Sil 

(~ ) Ad\·ances and Prepa~ments Set Sii 

(6 ). Other Fednal tlntragC>vemmentall (Note 6) $1.48:.195 SU'.19.Jt..; 

b Transactions Wuh Non-Federal (Go\emmentaHEnlities. 
(I l Jn, estments (Note 4 l $0 $11 

121 Accounts Receivable. Net (Note~) $~87.966 $~11::.87-1 

( :i) Credn program Rece1\ ables/Related $11 so 
Foreclosed Proper!). Ne1 <Note 7) S8.>8o . .itl6 SK.~-::.2-10 

1.i l Interest Recen·ablc. Net so so 
I~ l Ad\ ances and Prepayments so so 
(bl 6) 

c Cash and Other \ionetaf) Assets <Note :i) so so 
Other Non-Federal <Governmental) <Note so so 

d Im emof). )l;a t1'ote 8) 
 sm.8s~ S2kt-.4-19 

e Wc>rk In Progress 1No1e 9) 
 so so 
f Operatm~ \ia1enalstsupphes. Net (Note Jct) 
 so so 
g. S1~kplle Ma1enals. Net <Note 11 l So s11 
h Seized Propc~ l1'ote 12) So so 
1 Forfened Proper!). Net (Note J'.l > SU so 
.I Goods Held Under Price Suppon and 

S1ab1hz.a11on Programs. Net (Note 14) 
k Propert). Plant and Eqwpment. Net (Note I~) so so 
I Other Enu~ Assets 
m. TOTAL ENTITY ASSITS 

2. NOJS-INTJT\' ASSITS 
a Transactions Wnh Federal ClntragO\-emmemaf) Ealilies· 

(I J Fund Balance With Treasu~ (Note 2) so so 
(2 l ~ts Recei\'llble. Net <Note ~ l so so 
('.\). Interest Rcceh'llble. Net $ti so 
(4). Olher (Note 6) $(1 so 

b 	TransaCtJons With Non-Federal (GO\'CnllllClltall Entities: 
I I). Accounts Recei,'llble. Net (Note 5) so so 
12>. Jn1erest Rccei\'llble. Net $(l SU 

OJ. Other (Note 6) St• so 

c Cash and Olher Monaa~ AssclS <Note 3) so so 
d Other Non·Enu~ Assets so so 
e. TOTAL NO!li-EN11TY ASSITS 

l. TOTAL ASSITS 	 57 
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Principal Statements 
Deparlmat/A...,.: ~ tlDd'
lleportie& Eatity: ..,_ Seca~· Aailtucc ~· 


SW-totFiaucial Plllitioe (llX,Jl6.11X.J2J,11X'J22) 

As of Sept-ber JO, J'95 

(h Tllllusud1) 


LIABWTIES 
~ l!2:! 

'· UABWTIES COVERED BY BVDGETARY JtESOURCES: 
a. Tramaaions With Federal~) Entities: 


(I). Aa:owlts Pa)'lble 
 $2,053 S7.7S4 
(2). llllcnsl Payable 
 so so 
(3). Dcbt.(Nole 16) 
 SU81.3SS 5'.198.~81 

<'>· 	Olher Fedcral (lnuagownunemal) 

1.i3bililies (NOie 17) 


Sl.733,393 Sl.S93.7S7 

b. Transaaions With Non-Federal (Go\'a1UllClllal) Entities: 
(I). Aa:ounts Payable S'l.039 SU~7 

(2) 	 Aca\led Pa~TOll and Benefits 

(al. Salaries and Wages 
 so so 
(b). Annual AccNed Lca\'C 
 so so 
(CJ. Se\·mnce Pay and Sepualion Allowance 
 so so 

m. lnteresl Pa)'lble 
 so so 
(4). Liabilities For Loan Guanntees (Note 7) 
 so so 
(~).Lease 

(6l Paisions and Otlaer Aauarial Uabilities (Note 19) 
 so so 
Liabilities (Nole 18) 
 so so 

(7) Other Non-Federal (Go\'emmentall Liabilities CNOlc 17) SUSS.361 $4.292.~~6 

c.TOTAL LlABILmES COVERED BY BUDGETAR\' 
RESOURCES: SI0.482.201 s111.1m.98

~. LIABILITIES NOT COVERED BY BUDGETARY 
RESOURCES 

a 	Transactions With Federal ClnUagO\-ernmental) Entities 

Ill . Accow11s Pa~'lble • 
 so so 
(2). Debt (Note 16) 
 so so 
m. Odler Fedefal (lntragO\'Cl'lllllelltall Liabilities (Note 17) Sii so 

b. 	Tiansacuons With Non Federal Entities: 

I I l Accounts Payable 
 so so 
(2) Debt (Note 16) 
 so Sil 
<~l Lease Liabilities (Note 18) 
 so so 
(4). Pensions and Oilier Ac:tuariaJ l.ilbilities (Nole 19) 
 so so 
(~). Other Non-Federal (GO\'Cl'lllllllllUI) Lill>ilities (Note 17) 
 so $(1 

c.TOTAL LIABDJTIES NOT COVERED BY 

BUDGETARY RESOURCES: 


so Sil 

'-	 TOTAL UABDJTIES SI0.,82.201 S!0.100.98~ 

NET POSmoN (Nete 20) 
7. 	 BALANCES: 

a. U...ncled Appropriations 
 Sll.1'9 1433.072 
b ln\'csted Capital 
 Sl.129.SSO Sl.934.97~ 

c. Cumulali\'C Results of()pemions so $(1 

d 	 Other so $0 
e 	 Future Funding Requirements so so 
r. TOTAL NET POSITION Sl.140.729 
 $2.368.047 

,.,..,....,.............,,....... 
I. 	TOTAL UABDJTIES AND NET POSITION SI 1.622.930 


~ 

Sll.469.032 
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for Period Ended September 3(1. 199~ 

(In Tllouund>l 

RI\'I!"it:£S AND FINANCING SOURCES 

I Appropriated Capital Used 
 ($379.148) $38.IJX 
2 Re\·enues from Sales of Goods and Sel"liCCS 


a To the Pubhc 
 $306.827 $2119.9~11 

" 

b. lnuaiovemmcntal so Sii 
.. ln1eres1 and Penalues. Non·Federal $680.380 $719.9)9 
~ !merest. Federal $31.533 so 
5 Ta\es tNotc 21 J so s" 

Other Rn enues and Fmancm!? Sources (Note 22 J $~97.19~ SI.le.~ 

; Less Ta,es and Receipts Transferred to the 
Treasur:- or Other Agencies ($Q:;(>J11~) <SKI~ IKJ1 

I. 	T011&1 Rt'\ enue. and F'inancin: Source~ S•IHIA82 SI :'n.~11: 

EXPESSES 
9 Pro11ran1 or Opcratill!? Expenses ('llotc 2:; l $9).0:i;2 S•8.llX 

JO Cost of Goods Sold 1Note :?J 1 
a Tc> the Public $292.11<.>I Sll:~.R~: 

b l111r:1~c" 

II 	 Dcprec1auon and Amoniation S11 S.11 
ernmcntal So S.11 

1: 	 a1<1 DcN' ;111d Wrnc-om SJ5.~5 s~:.:~-

p 	 JntC'TC'5it 

;1 Federal F111;111cm!? Bank Treasur:- Borro"lll!? S'.'·1.01:: $\h~.YS':. 

b F edcral Securiucs So ~II 

c Other so S.11 
IJ Other E\"J)enses tNote 251 So $11 

I~. Total Exp"n"'°' s-'o.b~I S1d2'.:111 

,,, £,.;es$ 1Shonage1 ofRe-enuc~ and Fmancm!? 
Sour::es Cher Total Expenses Before E\traord111.1r:
)ICU15 

1- Pin< IMmu~ I E xtraord111ar:- Items t1'01c 2C>i $11 S11 

Ill. Eu""' (Shoni&l!eJof Re' cnur• and 
Financinl! Sourcft Onr Total Espense~ ($4~0.199) ($J6-.24~1 

19. 	 Net Posttion. Begmning Balance as 
Pre-·1ousl) Siated $2.368.047 $7.2119.Cl'itl 

20. AdJustments (Note 271 ($'.197.9\18) ($J.l:"ll.2~hl 

21 Net POS1Uo11. Beginnint: Balance as Restated Sl.970.1:19 5'.tl:'\8.81~ 

22 E•cess tShortagel of R~enues and Fillanc:ing 
Sour•es Cher Total Espenses ($J70.199J ($J6~.2J~I ,. 

l.J. Set Pusilion. Endinl! Balance 

Department/Azenc~ : Department or Defense 

Reportin: £n1it~: Dcfenst Securit~ Assistance Azenc) 

S1a1emmt or Operations and Cbanzes in Net Position (11X4116.l 1X41%1.11X4122) 


~ .l!2:! 

($J ill.1991 ,s,.i,.-_:i-1~1 

($3~9.211) ·-' Plu~ (Minusl Non Operaung Changes (Note 28J ($2:21519) 
Sl.Jolll.729 S1. -;h» u.a· 

http:5'.tl:'\8.81
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Principal Statements 
Depa"ment!Aienc~: Depanment or Defense 

Repo"in2 £arit~: Defense Securir~ Auistuce Agenc~ 


Statement of FiHncial Position (11 X4116) 

A~ or Septem~r 30, 1995 

(In Tbuuwad>l 

~ !!2:! 
ASSETS 
l. £NTIT\' ASSETS 

a 	Transactions With Federal (lnua-Go\-munental) Entities 
(I). Fund Balances With Trcasut'.' (Note 2) $453.988 56:"(1.4118 

(al Funds Collected $245.453 S27:'iJ\nn 
(bl Funds Disbursed ($159.873) ($179.2881 
(c) Funds With Trcasul) $368.408 S:'i'."4.llY<• 

( 2 l Jm·esiments. Net (Note 4) 
(I) Accounts Recei,·able. Net (Notd) $49.201 S2~5;J 

(J l lntereSt Rece1\-ablc 
(~ l Ach ances and Prcpaymen1s 
((>) Other Federal 1lmrago,·en1men1all (No1e C>l 

b 	 Transaruons With Non-Federal !Go' cmmentahEntiues 
<I l Im CStmems <Note 4) 
121 Accoums Recel\·ablc. Net (Note :'iJ 
1; l Credn propan1 Recei\'ablcs'Rclated 

Foreclosed Propc~. Set (1'01c ;) 

1J l !merest Rece1\'ablc. Nei 
1~ l Ad' ances and Prepavmen1s 
((>l Other Son-Federal tGo\Cmmentall ()l;ot~ 6) 

c Ca~h and Other Monetal) Asse1~ t1'01c ~ l 
d Jn\ ClllOI). JI.ct (~OIC 8) 

c \l.ork In Pro~rcss 1)1;01c 9) 

f Operaun~ Matetials'supphes. Se1 (!'OIC 101 

!? S1ockp1k :vlatenals. Set (No1c 11 J 
h Sci.zed Propcrl) (~OIC 12l 
1 Fonened Properl). Net tl'otc PI 
J Goods Held L'ndcr Pncc Suppon and 

Stab1hzauo11 Programs. Nc1 <Note 14) 

k Propcn~ . Plam and Equ1pmen1. llict CN01c I~ I 
I. 01hcr Emil\ Assets 
m. TOTAL £'-TIT\' ASSETS 

2. 	 NO"·ENTIT\ ASSETS 
a Transactions With Federal Clntrago,·muncntal) Entities 

(I) Fund Balance Wnh Tl'QSUT) (Note 2) 

<2> Accounts R=i,·ablc. Net (Note 5) 
(l l lmerCSt Rcccl\-able. Net 
tJl Other (N01e 6) 

b. Tr.insacuons With Non-Federal. (Go\'Cl'lllllCntal) Entities 
<I ) Ac:counts Rcce1\'able. Net (Note 5) 

(21 lntereSt Rece1\'able. Net 
m Other (Note 6) 

c Cash and Other Monetal) Assets (Note 31 
d Other Non-Enti~ Assets 
e. TOTAL NOS-ENTIT\' ASSETS $0 

J. TOT,\L ASSETS 
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Principal Statements 
Deparmmt!A&mc~·: Depanman ofDd'eate 

Reponiaa Erity: Def- Seairic)· 4ail&MCt ~· 


Stat- ar fiaucial Positiaa (1JX4Jl6) 

As or Sepcemllrr JO. 199$ 

(la Tltclulucls) 


LIABJLJTIES 
4. LIABILITIES COVERED BY BtlDGETARV RESOURCES: 

a. T....uons Wilh FadaaJ ~) Entilics: 

(I). Aca1ams ~'Ible 
 S2.0S3 $7.7~ 

(2) Imam Payable 

(3 ). Dcbl.(NOle 16) 


c-'>. Oilier Federal Oauap'81'11111C11ta1) 

Liabihties (NOie 17) 


b Traasaaions With Non-Federal (Go\'el'lllllClllal) Entities 

(I) Accounts Pa~-able $8.~:"~ 

(2). 	 Accrued P~TOll and Benefits 

(a). Salaries and Wages 

(b) Annual Al:crued l..can 
eel Sc>-crancc Pa~ and Separation Allowance 

m. IDtercsl Payable 

c411.iabibt1es For Loan Guarantees (Note 7) 

1!11 Lease Liabilities (Note 18> 

(61. Pensions and Other Actuarial Liabilities (Note 19) 
171 Olhc:r Non-Federal 1Gcn·cmmcntall Liabilities (Note 17) $124.98~ 

c.TOT:\L LIABILITIES COVERED BY BUDGETARY 
R£S0t:RCES: 

~. LIABILITIES NOT COVERED BY BUDGETARY 
RESOCRCES 

a Transac:uons Wnl1 Federal OntragO\-cnuncntall Entities 
t I) Accounts Payable 
(2) Debi (Note 16) 

OJ. Other Federal ClntragO\·emmcntall Liabiliues (Note 17) 


b 	 Transactions With Non Federal Entiues· 
1 I l Acalunts Pa~ablc 
<2J Debt (Nole 161 
1>I Lease Ltabihues fNote 18) 
(4). Peasions and Other Actuarial Lilbilitics (NOie 19) 
(!I). Odlcr Non-Federal CGcMnmlcnlal) Lilbiliues (NOie 17) 

c.TOTAL LIABILITIES NOT COVERED BY 

IUDGETARV RESOURCES: 


so su 

6. TOTALUABnJTIES $134.07' $1!18.'.WJ 

NET POSmON (Nece 20) 
7. 	 BALANCES: 

a. Uncxpaidcd Appnipriations 
b. lm-eacd Capital 
 $522.000 $804.000 
c Cumulati\T Results of Operations 

d. Other ' 
c. Future Funding Requirements 
f. TOTAL NET POSmON ss22.ooo $11114.tKKI 

I. 	TOTAL LIABILl11ES AND NET POSJTION $656.074 S96V91 
62 
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Principal Statements 
DcpanmentlA!!ency: Depanmen1 of Defense 

Rcpnnin& Entit~: Defense Securit~ J\ssiswice A!!enC~ 


Sutrment ot' Operations and Cbanaes in Net Position (JIX4116) 

for Perind Ended September JO, 199!' 

(In Thouqnd•) 


lfil .!22.:! 
RE\'E!'it.JES AND flNANCIJliG SOURCES 

I 	 Appropna1ed Capilal Used 
2 	 Revenues from Sales of Goods and Se1'ices 

a To tbePubhc $306.827 $209.~~ .. 
b lntragovemmenlal 

'.l Interest and Penalties. Non-Federal 

4 lntereSl. Federal 

5 Ta"s (!l:ote 21 l 

6. 	 Other Re' enues and Fmancmg Sources (Note 22 l $779 $1.J(,Y 

i. 	Less: Taxes and Receipts Transfencd to the 
Treasur; or Other Agencies 


Ii. Total Re•enues and Financinr. Source~ s~o-.60" 
 S:? I l.l "" 

EXPE,SES 
9 Program or Opcraung Expenses <Note 2:;) 

)II (os1 of Goods Sold (~01c 241 
a To tk Public U92.t11>I Sl8~.~~2 

b lmrago,cmmentJI 
II 	 Depre.:1auon and Amon1zauon 

s.,., .,.;;12 Bad Debts and Wme-cffs Sl~5~~ 
p Interest 


a Federal Fmancm!! Banl;/Treasur; Borto\\mg 

b Fedcral Secunues 

c Other 


I~ 	 Other E'"JICnSes 1So1c 2~1 
Tot;,il E•prn!lt'' s::o•.t.oc. s: 11.111•1 

·~· 
Jc, 	 E\Ccs• 1Shon;i~c1 ofR~cnues and Fmancing 

Sour;cs 0-cr Total Expenses Before Ex1raordmar; so ~" 
l1e111s 

Ii Plus 1~!111us1 Extraordmar; hems (Note 26) 
Iii. [ice" CShona2el of Rn·enu" and 

Financin& Sources O.er Total £1penses 	 so So 

19 	 Net Posn1on. Beginning Balance as 
PrC\"IOUSI~ Stated sso-i.0<K1 $1.(1.,(1.0INI 

211 AdJuStments <Note 2i) 
21 Nc1 Position. Bcl!Jnnmg Balance as Restated SSl>-1.lMHI Sl.0"70.(HKI 
22 E"ess cShona~e1 of Re,.enues and Financing 

Source~ 0\ er Total E:..-penses so Sil 
2:; Plus CMmus1 ~011 Operating Changes (Note 28) ($282.0llll) ($2M.INIO) 
24. flier Position. £ndin2 Balancr 	 SS22.lllHI s1u1~.(ll)Cl 
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Appendix A. Disclaimer of Opinion and Financial Statements Audited 

De11anmcnt/Al!CflC~: ~panment of Defense 

Reponin& [ntit~: ~fenK Stturit~ Assistuce Aienc~ 


Statement of Financial Poshion (11X4121) 

As of Septemhrr JO, 1995 

(Ill Tboui.ands) 


ASSETS 
I. Esnn· ASSETS 

a. Transactions Wnh Federal (lntra-G<n·ernmentall Entities 
Ill Fund Balances With Trcasu~ (Nole 2) SJ 1.103 ~~~.0~(1 

lal Funds CollectCd s.i-12.257 S~32.~::: 

(b 1 Funds Disbursed (S-'9.i.582) ($~-15.-IOJ I 

lei Funds With Trcasu~ $63.428 $6-16.11~~ 

!21 lmestments. Ne1 CN01~-I) 
i:;i Accounts Rccei,ablc. 1'e1 cN01c 5) 
I-I J Interest Rccel\ able 
I~ I Ad' anccs and Prepa~·ments 
11>1 Other Feder.ii <lntrago,ernmentalJ 1No1c 61 

b 	 Transamons Wnh Non-Federal (GO\CmmentallEnuucs 
1ll lmcsunents 1Sote .i1 

1:1 A•counts Rccel\ablc. Net CN01c 5) 
 $578.<>ll 
t:; I Credn program Reo:el\ ables.IRela1ed 


Forccl~d Propc~. Nc11Jlio1e 7) $7.YIJ.:W" ss.0:-.11 ~ 
1-1 I lnteres1 Rcccl\-ablc. Nc1 
1~ J Ad' ances and !>rcpa; mems 
1<>1 Other !>.on-Federal 1GO\emmcntalJ 1No1' 61 

c Cash :md 01her !\1oneta~ Assc1s C1'01c :; 1 


d !memo~. l\e111'01c 81 

e \\C1ri lnProgrc.ss<!l.'.01eYJ 

f Opcr~uu~ Ma1cnals1SUpplres. Nc1 1!lio1c 1111 


g. S1ockp1lc M:11cn:1ls. Ne1 <Nocc J J l 

h Seized Propc~ tNotc 12) 

I f(lrfened Propc~. Net (NOIC I') 

J Goods Held Under Pnce Suppon and 


St:1b1lw111on Prograni<. l\ict 1No1c 1-ll 


k Pre>?Cl"I!. PJ.uu and Equipment. Net 1No1c 151 

l O!ber Enrn' Assets 

m. TOTAL ESTIT\" ASSETS 585111.1171 

2. NOS-ESTJTY ASSETS 
a 	Transacuons Wnh Federal (lntragovcmmcntal) Entitles· 

< I I Fund Balance Wnh Trcasu~ !Nole 2l 
12) Accounts Rcccrvablc. Net (NOie S) 
<>) Interest Receivable. Net 
(4) Olhcr 1No1c 6l 

b. Transactions With Non-Federal (GO\Cmmcntall En1i11es 
I I) Accounts Rece1,-able. Ne1 <Note ~J 
l~l ln1cres1 Rece1\ablc. Ne1 
1>1 Other <Note 6l 

c Cash and Other Monetar) Assc1s <Note 3J 

d Other Non-Enti~ Assets 

c. TOTAL NO~·ESTIT\" ASSETS 

J. TOTAL ASSETS 

Principal Statements 

$8.~01.071 $9.~~9.1162 
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Principal Statements 
Depanmal/Aaency: Depa.-. flDel

lteponia& Eatity: Deina Seatrif) Aailcucc A~ 


~DI olFiaucial Position (IJX4121) 

As Iii Sep-btr 30, J~ 


(la Tlaousuds) 


UABIUTIIS 
4. LIAIJn.nn:S COVERED BY BUDGETARY RESOURCES: 

a. Tr.msaaiom With FeWal (lauagovamncmal) Entities. 
(I) Accounts ~'Ible 
(2) IDlerest ~"Ible 
O>. Dmt.(Note 16) $3.493.027 S3.7SHJ.a 
(4). 	Olher Federal lbnrlp-et'lllllelllal) SSS.982 $611.191 

Liabilities <Note J7 J 
b. T1211SKtions With Non-Federal (Go\'lmlllletllal) Entities· 


I I). Accounts Payable 

l2J Accrued ~TOii and Benefits 


(al Salanes and Wa~cs 
(b1 Annual Acaucd Lca\e 
(Cl Sc-erancc Pa~ and Separation Allowanr:c 

('.~ l I merest Payable 

(-i) L1atnli1ies For l.oan Guarantees (Noic 7) 

1~1 L.casc Liabiliues (Note 18J 

!6l Pensions and Other Actuarial Liabilities (Noie 19) 

(71. Oilier Non-Federal (Go\-ernnimtall Liabilities <Note 17J 

c.TOTAL LIABILITIES COVERED BY BVDCITAR\" 
RESOt:RC£S: S7.88~.:;8s s~.99~.RC.I 

!o. 	 LLUIUTl£S SOT COVERED Bl' BVDC£TAR\" 
RESOURCES 

a 	 Tr.msactions \\'uh Federal ClntragO\·emmental l Enutics 
<l I Aa:oums Pa~ablc 
(21 Debi <Note 16l 
<:; I Other Federal Ontrap-emmental) Liabilities (Nole 17 l 

b 	 Transaction~ Wnh Non Federal Emities 
111 Aa:oums Pa~able 
<2> Debi (NOie 161 

13 l Lease Liab1bues (Note 18) 

(4 l PellSlons and Other Aauanal Liabilities CNOle 19l 

(Sl Other Non·Federal (Go\-ernmetlW) Liabilities (NOie 17) 


c.TOTAL LlABll.ITIES NOT COVERED BY so so 
BUDGETARY R£SOVRC£S: 

6. TOT AL LJABILJTIES 	 $7.182.318 $7.99~.861 

NIT POSmON (Nate 20) 
7. 	 BALANCES: 

a Unc~nded Appropriauons SI 1.103 $43~.026 

b ln\"ested Capital $607.$80 Sl.l'.lll.9~~ 

c Cumulati'eResults of Operations 
d Other 
c 	 Funue Funding Requirements 
r. TOTAL NIT POSmON 	 $618.683 Sl.~.001 

I. 	 TOTAL LlABn.nu:s AND NET POSmON S8.SOl.07J S9.SS9.862 
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Principal Statements 
Dep11nment/Allftlc~: Depanmcnt of .Dela~ 
Rcponin& Entity: Deren~ Sec:u~ Assistance Al?CM~ 
Statement of Operations and Cbu~ in Net Position (I JX412 I) 
for Period Ended September J(J, 199~ 

(In Thousand•) 

~ !!2:! 
Rl:\"ISVIS AND FISASCING SOURCES 

I . Appropriated Capital Used ($421.922) 

2 Rn·e11ues from Sales of Goods and Sel\ices 
a. To the Pubhc 
b lntrago' emmental 

'.1 ln1ereS1 and Penalties. Non-Federal 5664.7~ $692.·rl 

-' lnteteS1. Federal 
~ Ta'es (l\;ote 2H 
" Other RC\ en= and Finanang Sources (Note 22 l S~88.07t> 

7 Less T;"es dlid Rece1p1s Transferred 10 1he 
Treo1s11~ or Other A11enc1es ($9'6.'.10~1 csx1~.1x~, 

8. Total Re,·cnue• and Finanrins: Sou re~ ($)0~,,671 tSI~' -p, 

EXPESS£S 
'I Proi:r:im or Operauu~ Expenses <Nole 2> l $48.278 

Ill (OSI of Goods Sold (!\;01e 2.i1 
a To the Pubhc 
b lntrago,emmental 

11 Deprcc1auon and Amoruzauon 
J~ B;1d Debts and W me-offs 
l ~ Jmcrc~t 

a Federal Fm:mcmg B:uik 'Trcasu~ Borrowm!' S'.116.~~~ 5;.;i_<:;~ 

b F.:deral S<;unucs 
c Olh~r 

I~ Olhor Expenses <'otc 2~1 
I~. Tot•I E•l•<"DM'• S>C>-'.R'2 5;.;1.~;< 

JI, E"5s cSh<>na~ci oiRC\enues and F1nanc111~ 
Sources 0. er Total E 'l>Cnses Before Extraordma~ {$.i~O.IYY) (~Jh-.~J!\I 

hem> 
1 Plus t\lmusl Extraordma~ Item~ (No1e 26l 

JI. [set-. <Shona:el of ~'enue• and 
Fieancin: Source. O.-rr Total E1pa1 ($.1711.19'11 1S4~-.2.is1 

l'I Net Posmon. Begmrung Balance as 
Prn IOUSI~ Stated $1.~.001 $6.IW.11-'.i 

20. AdJUSUDCDtS (Note 27) ($,97.9081 (S.i.1 ~o.2~M 

21 Ne1 Posiuon. Beginning Balance as Restated Sl.166.09:l SJ.98S.7K~ 

22 Excess (Shonage) oiRn·enues and Financing 
Sour;cs O.·er Total E"penses ($470.199) ($46"'.24RI 

2'.l Plus (Minus) Non Operating Cbanges <Note 28) ($77.211) s.i1 . .it.i 
24. )iii~ PMitioa. E9din& Balance $618.6R~ SJ56~.u"i 
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Depa11mentlAl!tDCy: Depanmeat of Defense 

1Upo11ini: Entity: Defense Securi~ Aairuiace Al!tDC~ 
Statement of Fiaancial Position (JIX4122) 
A• of Sep1emMr Jll, 199~ 

{In Tbouwutd>J 

ASSETS 
1. ENTin ASSETS 

a Transactions With Federal (lntra-Govemmcntal) Entities· 
(I J Fund Balances With T~ (Note 2) SS00.186 5'~'7.,97 

(a). Funds Collected $93.698 $5(1.66(, 

(bl Funds Disbursed cs368.8-m {$331.4481 
{cl. hods With Trcasu~ $775.331 $638.179 

(!I In' cstments. Net (Nore 4 l 

t; I Accounts Recei.-able. Net <Note 5J 
t.i 1 Interest Rccer,able 
f ~I Ad,anccs and Prepayments 
th J Other Federal Clntragovcrnmentan (Note 6) SUS'i.19~ SJ.'.139.Ju.i 

b Tr;u1sacuons \\"1th Non-Federal tGo>emmcntalJEntmcs 
<I 1 lmcstntents <Note .J) 

1:?l Accounts Reech-able. Net <Note~) s~. 151 

t' I Credn progrant Recci,ablcs/Rclated 
Foreclosed PropcfT\. Jlict (Note 7) 5"69.ti.19 

t.i > Interest Reccl\ able. 1'er 
t<1 Ad\anccs and Prepayments 
(l>i Other l'on-Fcderal tGtncntmcmall 1Jl;otc 61 

c Cash and Other Moneta~ Assets 1No1~:; 1 

d Im cnton. !'er <Note SJ 
c Worl h1 Pro~ress t!l:ote 'IJ 
f Opcra1t11i: Matenals.'supphcs. Ner 1J1;otc JO) 
g Stockpile Matcnals. Jlict {?l;otc I I ) 
h Seized PropclT\ <Note 121 
1 Forfe11ed PropcfT\. Ner (J\otc l:\J 
J Goods Held L"odcr Pnce Suppon and 

Stab1hzauo11 Progr~ms. !'ct tNotc 14) 
l !'rope"'. Plant and Eqwpment. Net 1!\otc l~I 
I Other Enttl\ Assets 
m. TOTAJ.. £STIT\ ASSETS 

l. NOS-INnn ASSETS 
a Transactions With Federal <lntragD\'ml!llcntal> Entmcs 

(I l Fund Balance With Treasu~ (Note 2) 
(:?) Ac=unts Rcceh-able. Net (Note 5) 

p J !merest Rccel\11ble. Net 
<.Jl Oilier (NOie 6) 

b Transactions With Non-Federal <Go\'Cl'lllllental) Entities 
1 I ) Accoonts Reccl\-able. Net (Noie !I) 
(2) !merest Rccei,ablc. Net 
<' 1 Other (Note 6J 

c Ca~h and Other Monctal'\ Asset~ 1Sotc 'l 
d Other Non-EnUI\ Assets 
c. TOTil NO~·ENTITY ASSETS Su so 

J. TOTAL ASSETS $2.46~."18~ 
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Principal Statements 
Dcpa-U~~ Departmnt tllDel

~niDt Emlil)·: Ddmst Seal~ Allisluce A~~ 


Sla1ane111 al Fiaucial Positioa (11X412l) 

As al September JG, 1"5 

(lDTli-ds) 

l.L\BILJTJIS 
4. LlABIUTIES COVERED BY BUDGETARY RESOURCES: 

a. TQDAOion< Wilh Federal (lmragoYamnemal) Entities: 

(1). Accounts l'l)Wle 

(2). lnlerest l'l)'lble 

(3). Debt.(Note 16) 
 $788.328 S4D.16'7 
(4). OlherF~~) 


l.aabiliues (Note I7) 
Sl.677.411 S!.S3'.1.S66 

b. Tr.msacticms With Non-Fcdcrll (~'C111111C111al) Entities· 

(1). Accoums l'l)'lble 

(2) 	 Acaucd l'l)TOIJ and Benefits 


ta l SalartCS and Wages 

(b I Annual Accrued Lca,·e 

(c) 	 Sn·enncc Pa~ and Separation Allowance 

m. Interest l'l)'lble 

(4). Laabiltues For Loan Guarantees (Note 7) 


<~ l Lease Liabilities <Note 18l 

c6). Pensions and Other Acnaarial Liabilities (Note 19) 

C7l. Olhcr No11·Fcderal <Gcn-muncntalJLtabibues <Note 17) 


c.TOTAL LlABILmEs COVERED B\' BUDGETAR\' 
RESOtRCES: 

~- UABILTTIES !llOT CO\'IRED B\' BUDGETAR\' 
RESOt:RCES 

a Transactions Wnh Federal llntrago\'emmcmall En1111cs 
cII Accounts Pa~ able 
<2> Debt <Nole 16) 

m Olher Federal (lncragonrmnentall Liabilities <Note 17 l 


b 	 Transaatoiis Wtth Non federal Entities. 

cI I Accouncs Payable 

a1. Debi <Nose 16> 

{~l Lease Liabibucs <Note 18) 

<4> PensiOllS and Olher Actuarial Liabiliues (Note 19) 
(SJ Olher Non-Federal (Go\·emme111al) Liabilities <Note 17) 

c.TOTALLIABD.ITIESNOTCOVEREDBY 

BUDGETARY RESOURCES: 


so so 

6. 	 TOTAL LIABIU11ES S2.46S.7'.19 

NET POSITION ~ 20) 
7. 	 BALANCES: 

a 	Une:qiended Apprapriations 
b. bn'CSICd Capital 

c Cumulati\'C Results or OperaUons 

d. Other 
e. FUIUR funding Requimnencs 
r. TOTAL NET POSmON 

S2.46S.78~ Sl.946.779 •• TOTAL LIABUJTIES AND NET rosmoN 
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DcpanmtDllA&mc)·: Dcp•nment of Defcnst 

Rr1>0nia:, Entit): Deftnst Sccurit) Assist.net Al!CDC) 

Statement of Operation~ .nd Cbllaze~ in Net Position (I IX.&122) 

for Pt'ricMI Ended Stptembrr 311. 199!' 

(In Thousand•) 


RI\'[St;ES AND FISANCING SOURCES 

Appropriated Capital Used 
2 Re. enues from Sales of Goods and Scn·ices 

a To the Public 
b lntragovenunental 

_, Interest and Pcnalues. Non-Federal 
.i lnmest. Federal 
~ Ta'es 1So1e 2)) 

'' Olh~r Re,cnues and Fmancmg Sources <l'otc 22) 
7 Le!-~ Ta,es and Recc1p1s Transferred to the 

Treasul"\ or Other A{:cnc1es 
8. 	 Toaal IU•·enue. and Financin:: Source• 

EXPESSES 
Y Program or Opcratmi; E\-pcnse~ 1~01e 2>) 

111 (OSt of Goods Sold 1Sote :~ 1 
a TCl thc Pubhc 
b lntr.1~C1\emmenml 

11 	 Dq>rec1a11on and Amcm11at1011 
1: B;id Debi> and Wruc-,·ll> 

I; hlh!fCSI 

a Fcdcml Fm;mcmg Bani. Trcasuf) Borr0\\111!; 
b Federal Secunucs 
c Other 

I~ Other Expenses (!';01c 251 
I!'. T111al E:i.ttl'n,..-, 

I" 	E\CCss 1Shona~cl of Rc,enues and F111anc111~ 
Sources Q\cr Total E'pcnscs Before E'1raord111al"\ 
hC111!

I- Pin• 1\1111us1 E'1raord11~11"\ hems 1Sotc 2nl 
JH. Eur-. 1Sbnn11:el of Rl'\enue• and 

Fill•ncin:, Sourttj O.er Tot•I Expenses 

I \I 	 Net Position. Beginrung Balance as 
Pre\lOUSI~ Siated 

211 Adjustments (Note 27) 
2 I Net Posmon. Beginning Balance as Restated 
22 Excess <Sbona(!e) ofRe.·enucs and Financtng 

Sources()\ er Total Ei..,1enses 
2:; Plus CM111usJ Non Operating Changes <Note 28) 
24. lliet Position. Eadinl! Blll1111ce 

!fil m:! 

S-11.77.a S,8,J I~ 

Sl~.~96 $27.4"~ 

S:lU'.l'.1 


S8.:l40 


$%.24' St-~.:'t•I• 

S-11.'17,; S'K.11~ 

$~5 ..a69 s2-.44~ 

S9R.:~' St1:' ~"<· 

$11 S11 

So Sn 

$.i6 S-1•· 

$46 S~•· 

so Sn 

$.i(> S~•· 
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Depanmnsl/Atency: Depa~DI of DefeDse 

Reponine. [Dtit~: Often~ Secnri1~ Assistance Aienc~ 


StatemeDI of Fiaancial Position (I IXl242) 

A• of September JCI. 199~ 


(In Tb1>11>nd•I 


ASSE:TS 
I. 	tNTln' ASSE:TS 

a TransactlOllS With Federal Clntra-Oo\-emmental) Entities 
()) Fund Balances With Tr~ (Notc2) 
 $5.461.991 S6.409.~~~ 

<al Funds CollCCled 
 Sl2.469 . .J29 SJ:l.0~~.7811 

(b> Funds Disbursed 
 ($13.417.01:1) ($13.220.'7~~, 

tc). Funds With TleaStll'.' 
 $6.409.575 $6.59.i.~~ll 

tl l Im estnients. Net (No1e .i) 

'' ). Accounts Receivable. Net (Note 5) 

1~ l Jntcre51 Receivable 

<~ l Ad\anees and Prepa~11ients 


t()) Oilier Federal 1lntrago1enunemall 1Note 6> 

b 	 Transa.::uom \\'1th >.;on-Federal 1Go1 emmentallEntmes 

t 11 1111 es1111e111s 11\oie .i1 
121 Atcoums Rccci,able. Net (Note ~l $2.538.175 s.i.11 ~.-~.. 
t '.l 1 Crcdn progr.im Recel\ ables/Related 

Foreclosed Propc~. Net (Note 71 
1.i 1 !merest Reec11ablc. Net 
t51 Ad' anccs and Prepa~ mcms 
t••I Other Non-Federal 1Go1emmcntall !1'ote 6) 

c Cash and Other Monetar:- Assets (Jl:otc '.\I 
 $7.794.198 
d h11.:111or:. Net !Note RI 

e \\ork Jn Pro~ress ('\ote 9) 

f Op~ratm~ \!;nenals·supphes. Net 1Sci1c IO) 


g Sto.."l.p1k \!a1en;1ls. !\et 1No1e 111 

h Se1ud Prope~ tNote J.:? J 


1 Fcirfened Propcn). !\et C1'ote I'.') 

.1 Good• Held L. nder Price Suppon and 


Stab1h7.at1on Programs. Net <Note l.Jl 

~ Propcn). Plant and Eqwpmem. Net (Note l~J 


I Oilier Ent•!) Assets 

m. TOTAL ESTITl ASSE:TS 

l. NOS-ESTIT\" ASSE:TS 
a Transactions Wnh Federal Clntrago\'emmeniall Enuues: 

<I l Fu11d Balance Wnh Trcasuf) (Note 2> 
12! Accounts Rea:i1-able. Net (Note 5) 
(3 l lntere51 Recci\'ablc. Net 
f-4 l Other <Note 6J 

b. Transaa1ons Wnh Non-Federal (Go\'et'lllDClltal) Enuues 
1 I l Accounts Rece11-ablc. Net (Note 5) 

C2) lmere51 Reccil·able. Net 
('.I) Oilier (Note 6) 

c Cash aJld Other Monetaf) Assels (Note :; l 

d Other Non-EnUI) Assets 

c. TOTAL NOS-ESTJT\" ASSETS Stt 

J. TOTAL ASSE:TS 

Principal Statements 
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Principal Statements 
Depanmnil/Alftry: Depan.mt Gf'Defeut 

Reportimi Elltity: Matte Semril)· .i\ail&uct Aancy 

Slateme111 I/I Fiauc:ial Potitioa (l IXl242) 

M of Sepccmber 30, 1'9!i 

(la Tltousuds) 


LIABR.ITIES 
4. LIABllJTIES COVERED BY BllDGETARY RESOURCES: 

a. TlallSIClioas With Federal(~) Enlilics: 
(I) Accounu Payable 

(2). lmeresi Payable 

0). Debt.(NOle 16) 

(4 l Olbcr Federal <lnuagcl\'C:mmmal) 


Liabiblics <NOie I 7) 
b Ttansactions With Non-Fedetal (Gcn'CfDlllClltall Entities: 

I I l. Accowl1s P.~able 
(2) 	 Accnlcd ~TOii and Benefits 


cal Salaries and Wages 

(bl. Allnual Accrued Lca\·e 

(c). Se\uance Pa~ and Separation Alloaancc 


(l). Interest Payable 

(41 Liabilities For Loan Guarantees (Nole 7) 


<~I l..case Uabiliucs CNote 18) 

(6) Pensions and Other .Ac:tuarial Liabilities CN01e 19) 
m Other Non·Federal (Go\ emmentall Ltabibties CN01e 171 

c.TOTAL UABILITJES COVJ:R£D Bl' Bt:DGETARY 
RESOt;RCES: 

~. LIABILITIES NOT COVJ:R£D Bl' BUDGETAR\' 
RESOURCES 

a 	Transactions With Federal <lmrar.O\·cmnienta)) En1ities: 
<I ) . Aa:oun1s Pa~able 
m Debi (Note 16) 
1:; I Other Federal dntra80\ ernmcntall Liabilnics (NOie 17 I 

b 	 Transactions Wnh Non Feder-di Entities: 

(I l AmlwllS P~able 


(2). Debi (No1e l6l 

(l) Lease Liabilities (No1e 18) 

14). Pensions and Olhcr Actuarial Liabilities (NOie I 9) 

<~I Other Non-Federal (Go\'C11U11C111al) Liabiliucs (Nole 17) 


c.TOTAL UABD.JTIES NOT COVERED BY 

BUDGETARY RESOURCES: 


6. 	 TOTAL LIABD.J11ES 

h'ET POSmON (Note 20) 
7. 	 BALANCES: 

a 	~Appropriations 
b. lm'CSled Capital 
c. Cumulatin Results ofOperations 

d Other 

c Future Funding Requirements 

f. TOTALNETPOSmON 

.. TOTAL LIABD.J11ES AND NET rosmoN 
74 

llr•n ft!!!!!.en•.,....e!!tf.. + 

S6S.382 S24.80:1 

Sll6.774 SI 17.742 

Sl~.612.208 

Sl~.794.:ltM SJ~.168 4~8 

so 

Sl~.794.364 Sl7.168.4.,R 

so so 

SIS.794.:46' $17.168.4".'8 
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Principal Statements 
Dt.pa"'Mnt/A~nc~: Dcpanment of'Dcfea~ 
Re11tt1'lins: En1i1~: Dcfcn~ Sccurit~ Assistance Aeent~ 
Statement nf Operation• and Chaatts ia Net Position CJ JX824:) 
fnr Period Ended September 311, J99!' 
(In Thou•and>) 

R.E\'[St;[S AND FINANCING SOURCES 

I Appropnated Capital Used 
2 Re\·enues fron1 Sales of Goods and Scniccs 

a To the Public 
b ImragO\emmental 
lmereSI and Penalue.s. Non-Federal 

~ lmereSI. Federal 
Ta,es 1No1c:? I l 

t> Other RC\ euues and Fmancmg Sources CN01e :?:? 1 

7 Less Ta>.es and Rece1p1s Transferred 10 the 
Treasur:- or Other Agencies 

8. Tot"I Rt>mu .. • and Financin:: Source• so ~,, 

EXPE"SES 
~ Program or Opcra1111~ Expenses 1No1c ;?:;1 

'" Cost of Good$ Sold 1So1c :?~ 1 
~ T,, 1h.: Public 
b hllrol!!CI' ern111cnt<1l 

11 Dcprcc1.111nn and Am<'nu.auon 

Il Bad Deb" and \\ rue-om 
I~ l111crcs1 

a Federal F111a11~111g Bank lreasur:- Borro"mg 
b Feder.JI Sccur111c$ 
c Other 

I~ Other Expenses t"\01c :?~1 
I~. Tut.al Ewen...., 

Ji. E\Cess 1Shonage1 ofRc,enuesand Fmancmi: 
Sourc~s 0. er Toial Expenses Before E'uaordmar: so 
lmm 

17 Plus 1!\1111us1 Ex1raordmar:- Items (l\;01e 261 
Ill. E•ce.- <Shnna2el of Re.-eauc• and 

Fin.ancins: Source. 0..-cr Total £sprnses so so 

19 Ne1 Posmon. Bcgmning Balance as 
Preqousl~ Stated 

211 AdJustmems <Note 27) 
21 Nc1 Pos111011. Beg1nrung Balance as Restated $11 $11 

22 E~cess tShonage) ofRC\enues and Financing 
Sources O\er Total Expenses $0 $1• 

:?' Phi~ C!\1inusl Non Operaung Changes CN01e 28) 
24. Net Pmiition. [Ddin: Balance So 
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Footnotes 

Defense Security Assistance Agency 
Footnotes to the Principal Statements 

lliote I. Summan· of Significant Accounting Policies: 

A. Basis of Presentation: These financial statements are presented in accordance v.ith DoD 
Guidance on Fenn and Content ofFinancial Statements for FY 1994/1995 Financial Actitity 
October 10. 1994 

B. Reporting Entity: 

Defense Srcurit~ Assistance Agency (DSAA): The DSAA was established as a 
separate agency of the Depanment ofDefense (DoD) to administer the nation's security assistance 
programs Jn fulfilling this mission. DSA~ has administrative responsibility for the Foreign 
M1l11ary Sale; <FMS) Trust Fund. the Special Defense Acquisition Fund (SDAF). the Foreign 
Militar. Loan Liquidating Account (F!\1LLA}. and the Foreign Military Financing Direct Loan 
Financing Account CF~IFDLFA) Also. there are other financial accounts that comprise the 
remainder of the milita~ components of Security Assistance 

FMS Trust Fund. Treasur')· Symbol Code 1242: The FMS Trust Fund was established 
as a means of facilitating the purchases of U.S. defense anicles and seJ"\.ices by foreign countries. 
as authorized in the Anns Expon Control Act (AEC A} The Trust Fund pro,·ides a vehicle 
through which the Cnited States Government processes foreign country funds required for F\15 
case payments to U S contractors for nev. procurement. and to components for sales from DoD 
stocks 

Special Defense Acquisition Fund (SDAF), Treasu11· Symbol Code 4116: The SDAF 
was authorized by the International Security and Development Cooperation Act of 1981 The 
SDAF is to be used as a revolving fund under the control of the DoD to finance the acquisition of 
defense articles and services in anticipation of their transfer· (pursuant to the AECA. the Foreign 
Assistance Act (FAA). or other legislation) to eligible foreign nations and international 
organizations. The SDAF account is reimbursed through sales and transfers ofitems carried in 
the account In FY 1993. Congress provided the last obligational authority for new procurement 
which needed to be obligated by 30 September 1995. Public Law 103-306 provided S:!0.000.000 
for purposes of closing SDAF. to remain available for obligation until 30 September 1998 
Provided. that this authority ($20.000.000) is not used to initiate new procurements 

Foreign Military Financing Program Account (FMFPA). Treasu11· Symbol Codl' 
1015: The Federal Credit Reform Act of 1990 established this appropriated fund account to 
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provide the funding necessary to finance the subsidy element of the loan program. Eltpenditures 
from this account finance the subsidy element ofdirect loan disbursements and are transferred into 
the Foreign Military Financing Direct Loan Financing Account (4122) to make required Joan 
disbursements for approved FMS or conunercial sales For the purpose ofthis repon. FMFPA 
accounting transactions. to the extent they are relevant to the 4 I 22 account. are included in the 
data reponed for the 4122 account. 

Foreign Military Loan Uquidating Account (FMLLA), Treasury Symbol Code 
4121: The Credit Refotm Act consolidated into this symbol. all assets. liabilities. and equities for 
loan balancenecorded prior to FY 1992 in accounts II• 1082. llMl083. llMl084, and 
11X4l2 I This account disburses funds previously made available and accounted for the above 
referenced accounts 

Foreign Military Financing Direct Loan Financing Account (FMFDLFA), 
Treasury Symbol Code 4122: The Credit Reform Act resulted in the establishment ofthis 
account to provide the vehicle for making disbursements ofForeign Military Loan funds for 
approved procurements and for subsequent collection ofdebt service due for the loans after 
September 30. 1991 The account uses permanent borrowing authority from the Treasuf)· 
combined \\ith transfers ofappropriated funds from account I085 to make the required 
disbursements for loan recipient countries for their FMS or commercial procurements Receipts 
ofdebt ser\'ice payments from borrowers are used to repay the borrowings from Treasuf)· 

C. Budgets and Budgetary Accounting: 

The FMS program operates using contract authority Contract authority is statutory 
authority to incur obligations prior to an appropriation (or the realization of revenues) for the 
future payment ofsuch obligations. For the FMS program. 82 Stat 1323 (22 U.S.C. 2762) 
establishes its permanent indefinite authority. The total value ofimplemented cases is the only 
limiting factor in the total amount ofobligations that can be incurred. 

The SDAf is a revolving budget account appropriation Congress enacts an aMual program 
authority amount that is available for obligation for a three year period Money to finance the 
approved annual program comes &om sales 1nd transfers ofitems purchased by the fund. The 
SDAf is now being dec:apitalized. Jn FY 1993, Congress provided the last obligational 
authority for new procurement which needed to be obligated by 30 September 1995. Public 
Law 103-306 provided $20,000.000 for purposes ofclosing SDAF, to remain aVlilable for 
obligation until 30 September 1998: Provided. that this authority ($20,000,000) is not used to 
initiate new procurements. 
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Footnotes 

D. Basis of Accounting: 

Transactions are recorded on an accrual accounting basis and a budgetary basis Under the 
accrual method. revenues are recognized when earned and expenses are recognized when a 
liability is incurred. without regard to receipt or payment ofcash. Budgeta!)' accounting 
facilitates compliance with legal constraints and controls over the use offederal funds. 

SDAF uses the completed contract method ofaccounting. Under this method. gain or loss is 
recognized at the time ofFMS case closure when costs associated with the contract can be 
determined. 

E. Re\·enues and Other Financing Sources: 

While the Congress appropriates some funds to finance ponions ofthe securit~ assistance 
pro,1.'l'am via the Foreign Milita!)· Financing appropriation. the majority ofsales are funded ti'om 
customers' funds 

In accordance with the DoD Acting Chief Financial Officer's memorandum of August 31. 
I <l9:. the FMS Trust Fund does not recognize nor repon revenue Funds collected into the 
Trust Fund are in ad\·ance ofthe performance of seT\ices or sale ofgoods Since various DoD 
components actually perform the services and sell the goods. recognition of revenue and 
expense occurs in the financial statements of the applicable DoD components The financing 
source for both Fl\fi.LA and FJ\1FDLFA are Congressional appropriations F\fi.LA 
appropriated capital is to be used to finance loans Once the loan disbursement is made it 
becomes a loan receivable and also a liability to others (treasury). The transfer of equity to a 
liability to others. causes the negative amount ofappropriated capital figure on the statement of 
operations 

f. Accounting for Jntra-Go,·ernmental Acth'ities: 

The security assistance program. as an activity ofDoD. interacts '11.ith. and is dependent 
upon. other financial acti\ities of the government as a whole. In FY 1995. the Depanment or its 
Components sold assets to foreign governments under the provisions ofthe Arms Expon 
Control Act of 1976 Customers are required to make payments. in advance. to the FMS Trust 
Fund The Trust Fund then reimburses. directly or indirectly. the Military Services for the cost 
ofadministering and executing the sales program. The indirect reimbursement is in the form of 
allowing the Military Services to cite the Trust Fund on appropriate budgeta!)' and expenditure 
documents During fiscal year 1995. the Trust Fund reimbursed the Military SCT\·ices in the 
amount of$ 13.417.013 thousand for assets and seT\ices sold under the FMS Program 
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G. Funds with U.S. Treasury and Cash: 

There are several banking relationships involved in administering. and fiduciary responsibilities 
associued with. the accounting for security assistance funds. Some funds are held in treasury 
accoums. others are with the Federal Reserve Bank. and still others are with commercial banks As 
ofSeptember 30, 1995, the security assistance program has a balance ofS 6,427.268 thousand in the 
U.S. Treasury. and $7,794,198 thousand on deposi1 with the Federal Reserve Bank and other 
commercial banks. 

H. Foreign Currency: 

All payments and collections involved in the security assistance program are accounted for in 
l' S Dollars. 

I. Accounts Receh·able: 

As presented in the consolidated statement offinancial posi1ion. accoums recei\'able includes 
accounts. claims. and refunds receivable. The security assistance program has. as of 
September 30. 1995. a net accounts receivable as follows: 

(m thousands) 

Account Receivable Amm!!ll Allowance Total !'et 
Government 3.126.141 0 $3.126.141 

lntragovernmental 49.201 0 $49.201 
Refunds 0 0 0 
Claims 0 0 0 

Total $3.175.342 0 $3.175,342 

The FMS Trust Fund's $2.538.175 thousand portion of the public recei\'lbles is based upon 
its requirement to bill in advance ofproviding goods and services as established in the Arms 
Export Control Act of 1976 The amount billed to customers on DD Form 645, adjusted for 
both special bill arrangements and individual cases that have collections in excess of financial 
requirements. is the basis for the trust fund's accoums receivable value. 

Since the FMS program is required to operate at a no loss scenario. an allowance for bad 
debts will only be established upon determination ofthe State Department. 

The decrease in 8242 receivables from 1994 of4. I billion to 1995 of2.5 billion is 
anributed to a significant increase in collections on receivables (4.3 billion) from the 3rd 
quarter ofFY95 to 4th quarter ofFY95. 
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Footnotes 

J. Loans Recei\·able: 

Loans are accounted for as receivables after funds have been disbursed The amount of 
loans obligated but not disbursed are disclosed in Note 7 

K. ln\·entories: 

The FMS Trust Fund has no inventory. Items are either delivered directly to the FMS 
customer from the contractor or in the cases ofFMS sales from U.S. stocks. they are retained as 
inventory in the procurement or stock fund accounts of the military departments until transferred 
to the o~nership of the foreign customer. 

Inventory in SDAF is controlled and managed by the various military departments The 
SDAF inventory value is acquisition cost as reported to the DSAA by the military department 
See '\ote 8 for specific information 

L. Jn,·estments in t·.s. Gonmment Securities: 

The security assistance program does not im·est in L'.S government securities 

!\1. Property and Equipment: 

The funds and accC'lunts making up the security assistance program have no property or 
equipment For the F\fS trust fund. this policy is established by the DoD Acting Chief Financial 
Officer memorandum of August 3 I. I 99'.:: 

!Ii. Prepaid and Deferred Charges: 

The prepayment for SDAF represents payments made to contractors where im·emor:- has 
not yet been deli\ered All payments are posted as a pre-paid asset FMS trust fund progress 
pavments to contractors are accounted for using the constructive deliver:-· method and. 
accordingly. are identified as an expenditure at time of payment 

0. Leases: 

Not Applicable 

P. Contingencies: 

t\ot Applicable 
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Q. Accrued Leave: 

No fund included in these statements record any aecrual ofunpaid leave. 

R. Equity: 

The FMS TIUst Fund has no net position. As identified in bis memorandum of 
August 31. 1992. the DoD Acting ChiefFmancial Officer states that the FMS Tl\lst Fund is a 
trust fund requiring DoD to act in a fiduciary capacity on behalfofits customers. All revenue. 
expense. and operational reporting for the program is the respons1oility of the Miliary 
Depanments Accordingly. the FMS Trust Fund accoums only for dollars in and dollars out on 
a cash basis and has no net position. 

Equity in SDAF is not to exceed the capitalized amount ofSS22.000 thousand A 
decapitalization in the amount ofS282.000 thousand was completed via a Nonexpenditure 
Transfer Authorization. Document (Standard Form No. I 151) number 95-SDAF-0003. on 
September 22. 1995 to account I 12814. This reduced the capitalized amount ofS804.000 
thousand to $522.000 thousand. Any excess resulting from operation ofthe fund is transferred 
to the miscellaneous receipts account. 

The FMFDLFA equity position consists of unexpended appropriations The Fl\.ll.LA and 
SDAF equity positions consist of invested capital. All equity information is contained in 
1'ote20 

S. Aircraft/Ship Crashes: 

1':01 Applicable 

T. Treaties for Use of Foreign Bases: 

Not Applicable 

l". Comparath·e Data: 

Not Applicable 

V. Restatement of Prior Year Principal Statements: 

The Statement ofFinancial Position and Statement ofOperations and Changes in Financial 
Position for FY I 994 have been restated to permit the preparation ofcomparative statements 
due to significant changes in reponing requirements required by the OMB. 

W. Undelivered Orders· 

The security assistance program is obligated for goods and sen.ices. which have been 
ordered but not yet received (undelivered orders) as of September 30. 1995. in the amount of 
$24.169.924 thousand: $24.068,175 thousand is attributable to the FMS trust fund and 
SJOJ.749 thousand is attributable to SDAF. 
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Footnotes 

!\ote 2. Fund Balances with Treasun·: 

(in thousands) 
A. Business Operations Fund (DoD Comptroller) and All Other Funds and 

Accounts: 

Trust Fund 
Entity Assets 

Revolving 
Funds 

Appropri-
ated Funds 

Other Fund 
Types 

Total 

Unobligated 
Balance 

Available 
Restricted 

Reserve for 
Antic 

Resource 
Obligated (not 24.250.331 465.091 500.18<:> 

Expensed) 
t:nfunded ·I 8.788.340 -1S.7SS. ~40 

Contract Auth 
L'nused 
Borrowing 

Auth 
Treasury 
Balance 

D. Other Information: 

SI 1.10~ thousand of ..~.rObligated-Re\'olving) i~ attributable to I IX41:1 I L\41:1 is 
no1 a re\'ohing fund. it is a liquidating fund Treasury instructed DSAA to classif:
l l X4 I: I as a re\'oh·ini; fund The remaining $453.988 thousand is attributable to 
llX-lllb(SD.~I 

The S~00.186 thousand on A(Obligated·Appropriated) is applicable to I IX4 l:: 
DSAA was instructed by Treasul) to classify these funds as appropriated 

The amounts in A (Col Trust Fund) are for the FMS Trust Fund The FMS Trust Fund is 
governed by 22 USC 2761.2762 and represents Permanent Contract Authority The amounts 
presented equal values fi'om the 1995 Year End Closing Statement (SF2108) 
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Footnotes._______________________ 

lliotr 3. Cash. Forsjgn Cumpey apd Other Monetaa Alms: 
(in thousands) 

Entity Assets NonEntity AsseJS 

A. Cash 7,794,198 
B Foreign Currency 
C. Other Monetary Assets: 

(I) Gold 
(2) Special Drawing Rights 
(3) U.S. Reserves in the IMF 
(4) Other 
(5) Total. Other Monetary Assets 

D. Total Cash. Foreign Currency and 7194 198 
Other Monetary Assets 

E Other lnfonnation There are several banking relationships involved in administering. 
and fiduciary responsibility. ofSecurity Assistance Funds. Some fUnds are held in Treasury 
accounts. others are with the Federal Reserve Bank. and still others are with Commericial 
Banks Cash balances are in agreement with the September 30, 1995 Federal Reserve and 
Commercial Bank balances 

lliotr ~. Accounts Rrcen·able. Nrt: 

(in thousands) 

Allowance For 
Estimated 

Uncollegab!es 

A]lowance 
~

lJ.&ed 
 

A.: Entity Recei\·ables 
lntragovemmental 
Governmental 

49.201 
3.126.141 

NIA 
NIA 

$49.:?0J 
$3.126.141 

B.: Non-Entity 
lntragovemmental 
Governmental 

C. Other Information: 
The SDAf ponion ofthis value ($49,201) rqirescnts the amount due &om ~reverse·· milital"I 

inter-depanmental purchase requests (MIPRs). · 

The 8242 ponion of5A(Govemmental) is $2,538,175. The FMS Trust Fund is required to 
work on a no loss basis. therefore, an allowance for Estimated Uncollectibles does not exist An 
actual "Uncol!ectible,. will only be established based on State Depanment determination 

SS78.61 l thousand of5A(Governmental) is attributable to l IX4J:?I. $9.355 thousand is 
anributable to JIX4122 
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Footnotes 

Sote 6. Other Federal Clntrago\•ernmentall and Son-Federal <Go\·ernmental> Assets: 

(in thousands) 

A. 	 Other Entity Assets: 

Jntragovemmental 
(I) FMFDLFA 1.487.195 
(2) 
(3) 

Total Sl 487 J9<; 

2 Go\'ernmental 
(l) 
(:) 
(3) 

Total s.___.)<o 

B. 	Othtr Information: SI.487.195 of A I( I) is attributable to I I X4 l22 This is a right 10 

recei' e cash through borro\\ing authority from Treasury 

C. Other Son-Enti~ Asst'U: 
I 	 lmragci\·emmental 

<IJ 
(:) 
(3) 

Total $ 0 
Governmental 
(I) 

(2) 
(3) 

Total 

D Other Information 

l'Oote 7. Loans and Loan Guarantees. Son Federal Borrowers: 

(in thousands) 

A. The entity operates the following loan and/or loan guarantee programs: 

(I) Pre-1992 Direct Loan Obligations • DSAA Direct Loans 
(2) Pre-1992 Direct Loan Obligations· DSAA Rescheduled Loans (Direct Ponion) 
(3) Pre-1992 Direct Loan Obligations - DSAA Rescheduled Loans (Guaranty Ponion) 
(4) Pre-1992 Direct Loan Obligations • FFB Loans 
(51 Pre-1992 Direct Loan Obligations· Subrogated Defaulted FFB Loans 
(6) Pre- I 992 Direct Loan Obligations· Subrogated Defaulted Refinanced Loans 
(7) Pre-J992 Direct Loan Obligations· Refinanced Loans 
(8) Pre-1992 Direct Loan Obligations • Commercial Bank Loans 
(9) Post-1991 Direct Loan Obligation· DSAA Direct Loans 
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DireC1 loan obligations or loan guarantee commitments made prior to FY 1992. 
and the resulting direct loans or loan guarantees. are reponed net ofan allowance 
for estimated uncollectible loans or estimated losses. 

Direct loan obligations or loan guarantee cor1u1tinoents made after FY J99 I. and 
the resulting direct loans or loan guarantees. are governed by lhe Federal Credit 
Refonn Act. The Act provides that the present value of the subsidy costs (i.e 
interest rate differentials, imereSI subsidies. estimated delinquencies and defaults. 
fee offsets and other cash flows) associated with direct loans and loan guarantees 
be recognized as a cost in the year the direct or guaranteed loan is disbursed 

An analysis ofloans receivable. loan guarantees. liability for loan guarantees. 
and the nature and amounts ofthe subsidy and administrative costs associated 
with the loans and loan guarantees is provided in the following sections. 

B. Direct Lo.ns Obligated Prior to FY 1992: 

Loan Program Loans and 
Interest 

Receivable. 
Gross 

Allowance for 
Est. Uncoil 

Loans& 
Interest 

Loans and 
Interest 

Receiveable. 
1'et 

Foreclosed 
Property 

\'alue of 
Assets 

Related to 
DireC1 Loans 

A(l) 3.752558 0 3.752.558 0 0 
A(2) 196.685 0 196.685 0 0 
A(3) 403,086 0 403.086 0 0 
A(4) 3,493,027 0 3.493,027 0 0 
A(:'i) 66.002 0 66,002 0 0 

TOTAL 7.911.357 0 7.911.357 0 0 

C. Direct Loans Obligated after FY 1991: 

Loan Program Loans 
Receivable. 

Gross 

Interest 
Receivable 

Foreclosed 
Property 

Allowance for 
Subsidy Cost 

(Present 
Value) 

Net Present 
Value of 
Assests 

Jlelated to 
Direct Loans 

A(8) 539,850 0 0 70,801 469.049 

TOTAL 539,850 0 0 70.801 469.049 

D. Defaults on Prr-1992 Loan Guarantees: None 

NOTE FFB loans are considered Direct Loans. however $66,002 thousand ofloan principal 
was defaulted to FFB by various countries thus DSAA paid FFB the defaulted principal 
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Footnotes 

[. Defaults on Post-1991 Loan Guarantres: None 

F. Uabilit)· for Loan Guarantees: None 

NOTE. DSAA expects to collect 1OO''lo of its defaulted guaranty Joans 

G. Subsidy E:a:penst for Post-1991 Loans and Loan Guarantres: 

1. Current Year's Direct Loans 

Loan 
Pro11ram 

Interest 
Differential 

(!)FY 199:' 
FMFDLFA $(24.705) $67.479 so so $42.774 

2 Prior Year's Direct Loans 

Loan 

Pronram~ \todifications Reestimates Total 


<J) FY 1992 $0 SO $0 

(2) FY !993 SO $0 SO 

01 FY 1994 SO SO SO 


3 Total Direct Loan Subsidy Expenses 

Loan 

Program 

(I ) FY 199:' FMFDLFA $42.774 

t2) FY 1994 F\fFDLFA S38.I 18 

t3J FY 1993 F\fFDLFA 136.946 

(4) 	FY 1992 Fr-fFDLFA 50 102 

Total $267.940 


H. Subsidy Expense for Post-1991 Loan Guarantees. 

1. Current Year's Loan Guarantees: None 

2 Loan Guarantee Modifications and Re-estimates. None 

3 Total Loan Guarantees Subsidy Expense None 

I.. Administratin [:i;penlf: None 
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J. Other Information: 
(thousands) 

Face Value ofGuaranteed Rdinanced Loans 6,620.399 
DSAA Guaranteed Ponion ofRefinanced 

Loans (90% offace Value) 6.013,779 
Ponion ofRefinanced Loans Secumi by 

Country Deposits in the Financing Bank 
(10"11 Face Value) 606,620 

Undisbursed Balances Available for 
N~Direct Loan Receivables 11,103 

Note 8. lnnntory. Net: 
(in thousands) 

A. la'·entor,· Categories: 
Inventory 
Ammm! 

Allowance 
For L9sses 

Inventory 
~ 

Valuation 
~ 

(I) Held for Current Sale 152.885 152.885 
(2) Held in Reserve for Future use 
(3) Excess. Obsolete. 
l'nserviceable 
(4) Held for Repair 

Total 

B. Restrictions on lnnntory llse, Sale. or Disposition: 

SDAF invemory must be used for transfers in security assistance programs unless appro' ed by 
SECDEF for sale to Military Depanments 

C. Other Information: 

A.I! inventory belongs to SDAF The valuation. as reponecl by the 
military depanmems. is the acquisition cost ofitems on hand at installation level not 
identified to a specific sale to a foreign customer. In FYJ995, $15.545.063.03 of 
unsalable equipment was written off 
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Footnotes 
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Note 16. Debt: 

The FMI..LA (T reasUT)' Symbol Code 412 l ) ponion of the security assistance program has 
borrowed funds from the Treasury for disbursement under a valid loan program 

The FMFDLF A (Treasury Symbol Code 4122) program has borrowed funds from the 
Treasury for disbursments for valid loan programs under credit reform 

(in thousands) 
Liabilities Covered by 
Budgetary Resources 

Beginning 
Balance 

New 
Borrowing 

Ending 
Balance Repayments Refinance 

A. lntrago\'rmmrnt Drbt: 
(I) Borro...,ing from 

the TreasuT) 413.167 37~.161 0 788.3::?8 0 
(:;?)Borrowing from 

Fed Financing Bank3.785A 14 0 292.387 3.493.027 0 
(3) Borrowing from 

Other Fed Agencies 0 0 0 0 0 
Total lntrago"emmental 
Debt 4.198.581 375. 161 292.387 4.281.355 0 

Liabilitie;. -..;0t Covered B~ 
Budgetal'} Resources 

B <11 
(21 

Public Debt l"'A 
..\gene~ Debt )\; ...\ 

c Total Liabilities for Debt 'ot 
Co\ered by Budgetary Resc !\!A 

D T01al Debt 4.198581 37~.161 292.387 4.281.355 0 

E Other Information NO'"E 
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Note 17. Other Liabilities: 

(in thousands) 

A. Other Liabilities Covered by Budgetary Resources: 

~!21!:~!.lrT;t!l billl ~!Unt l.ilbi!iti~ 
I . 	lmragovemmental 

(l)FMl..LA SS.982 SS.982 
(2)FMFDLFA·Bor 	 1.487.195 1.487.195 
(3 )FMFDLFA-Sub 190.216 190.216 

Total 1.733.393 1.733.393 

2 Governmental 
(I) SDAF 124.982 	 124.982 
c:i 824: 	 13.074.033 13.074.033 
(3) 8242 	 2.S38.17S 2.538.175 
(4) f!\fi.LA 4.333.379 4.333.379 

Total 4.458.361 15.612.208 20.070.569 

B. Other Information: 
The SDAF ponion ofthis element was computed by using Advances to contractors and 

unearned revenue in accordance with the completed contract method ofaccounting 

L'nearned Revenue (GLAC 2310) 1.270.331 

Advances to Contractor (GLAC 1400) I 145 349 

Other Non-Federal Liabilities 124.982 


Amounts in A2(2) and A2(3). 8242 are in accordance with the Arms Expon Control 
Act of 1976 Funds collected into the Trust Fund are in advance ofthe performance of 
seT'l.ices or sale of goods Amounts are the values expected to be expended by the L".S 
Government on behalf of foreign customers 

The FMFDLFA value represems future repayments of borrowings from Treasury for 
credit reform loans 
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footnotes 

Sote 20. ~et Position: 

(in thousands) 

Revohine 

~ 
Appropriated 

Funds 

A 	 Unexpended Appropriations 
(I) 	Unobligated 

a Available 46 46 
b Unavailable 

('.~) Undelivered Orders 11.103 I J.l 03 
B Invested Capital 1.129.580 i.12Q.~8(1 
C Cumulative Results ofOperations 
D Other 
E Future Funding Requirements 
F. Total I 140 683 0 
G Other Information 

(I) s~::.ooo thousand ofB is attributable to SD.<\F Any excess generated from the operation of the 
fund is returned to the Treasury miscellaneous receipts account In F\'1995. s2s:.ooo thousand \\as 
returned tC'I the Treasury miscellaneous receipts account I 12814 (Repayments oflnvestments and 
RecC'I\ cries) 

(2 l F!l.fi.LA is not considered a revolving fund It is a liquidating fund It is being classified a; a 
revol,·ing fund since the Treasury is classifying it as a re\'ohing fund for the FACTS reponing 
All of A Re,olving Funds and $607.SSO thousand ofB are attributable to F!l.fi.LA 

c:;J All of the Appropriated Funds of A are attributable to FMFDLFA The $46 thousand is 
the unobligated balance remaining from the FY I99: appropriation 

Sote 22. Other Revenues and Financing Sources: 
(in thousands) 

A. Other Re\·enue and Financing Sources: 
(I) SDAF 	 779 1.169 
(2) FMLLA 	 588.076 0 
(3) FMFDLFA 	 8.340 0 

B. Other Information: 

(SDAF) This amount is the panial recovery of a duplicate payment made to General 
Dynamics (F!\.fi.LAl Amount is the Contra-Re\'enue-Collected For Others and deposited to 
Treasuf".\ CFMFDLFA) Had insufficient funds to make annual interest pa)ment to treasur:- Per 
Treasury Bulletin No 93-05 additional borro11.ing was made to cover interest pa~ments 
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Footnotes.______________________ 

Note 23. Program and Operating Expenses: 

FMLLA (4121) total bad debt expense was $96,920 thousand. $48.642 thousand were bad 
debt expenses incurred for-others and wrote off to miscellaneous receipt accounts 2968 and 
1498. the remaining $48,278 thousand was actual bad debt incurred by symbol 4121 and 
reponed on the statement ofoperations. FMFDLFA incurred $42, 774 thousand ofsubsidy 
expense The total operating expense is $91,052 thousand. 

Note 24. Cost of Goods and Services Sold: 

(in thousands) 
A. Cose of Services Sold: 

NO:-..'E 

B. Cose of Material Sold from Inventory 
(I) Beginning Inventory LAC. S 286.449 

(a) Plus: Purchases at Cost 154.181 
(b) Less· Beginning Allowance for Holding Gains/Losses 0 
(c) Plus Inventory Gains 0 
(d) Minus Inventory Losses 0 

(2) Less Ending Inventory LAC IS:?.885 
(a) Plus Ending Allowance for Holding Gains/Losses 0 

(3) Plus Operating Expenses 4.316 
COst ofGoods Sold $:?9:?.061 

C. Othtr Information. 

All Cost of Goods Sold (CGS) relate 10 the Special Defense Acquisition Fund (SDAFJ 
Since SDAF uses the completed contract method ofaccouming. all costs associated with a 
contract are identified at the time ofan FMS case closure (see note l D). Line la represents 
the CGS ofthose FMS cases closed during FY 1995 plus the net change in ending invemo!)· 
between FY 1994 and FY 1995 (see note 8) Line 3 represents the FY 1995 contract 
administration costs that are directly related to the sale ofSDAF items. 
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Footnotes 

r\ote 27. Prior Period Adjustments: 

(in thousands) 

A. Prior Period Adjustments: 
(I) FMLLA ($397 9081 

Total ($397 9081 


B. Other Information: FMI..LA moved account 3610 (Uncollected Revenue-
Miscellaneous Receipt) to account 2990 (Other Liabilities). Due to Standard General Ledger 
account changes. 361 Ois no longer used This is the post closing entry necessary to close FY94 
accounts This closing entry was not taken into consideration during last years accounting 
change to accounts 3610 and 2990 

Sote 28. ~on-Ol!eratini: Chani:es - (Transfers and Donations}: 

(in thousands) 

1995 19Cl4 
A. Increases: 

(I) Transfers-Jn 
(al From Treasury 39.300 4:.t-41 

(~) ~~ti~i:i\'ed 
(4) Total Increases 39 300 4;Nl 

8. Decreases 
(I ) Transfers-Out· 

(a) To Treasury 398.511 266.00(1 
(2) Donations 
(3) Other Decreases 
(4) Total Decreases 398 511 :?06 00(• 

c. Set Transfers m9"'11l r'~"' '~Q) 

D Other Information Line A(I )(a) is the amount ofapponionment to the Foreign 
Military Loan Liquidating Account {FMLLA) to pay default claims on guaranteed Joans made 
prior to FY 1992. The amount on B( I )(a) is the amount ofauthority to SDAF cash which was 
transferred to the Treasury· s receipt account by DSAA during FY 1995 and FY 1994 as pan of 
the de-capitalization of the fund. 

Footnotes2b.2c.4.9. IO. ll.12.13.14. IS.16b. 16c.17c.17d.18.19.21.25.26.:?9. 
30 and 31 are not applicable to the Cenified Financial Statements for the Defense Securit~ 
Assistance Agency 
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-------------------- Supplemental 

FY 1995 ANNUAL FINANCIAL STA TEMEJ\'T 
DEFENSE SECURITY ASSISTANCE AGENCY 

PART III - SUPPLEME1''T AL FINANCIAL AND 
M.Al'iAGEME1''T INFORMATION 

A. ADDITIOl'iAL PERFORMANCE l:!\'DJCATORS 

SPECIAL DEFE~SE ACQVISITIO~ FFND, ACCOlTJ\'T 4116: 

llitw Purchase Orders Issued 
FY 199~ ACTJYJn·: 

Types ofOrders lssued AR\fY NA\'Y l,1SAF NSA QifilB I.Qll!. 
Major End Items 0 0 0 0 0 0 
Suppon for Major 0 0 0 0 l 

End Items 
Jmestments 0 0 0 0 0 0 
Ammunition 0 0 0 0 0 0 
!\1iscellane0us 'Other 
TOTAL 

Q 
I 

Q 
0 

Q 
0 

Q 
0 

l 
l 

l 
:: 

FY 1994 ACTl\'ITY: 
Types ofOrders Issued 
Major End Items 

AR\fY 
_, 

:l\A\1' 
5 

USAF 
l 

filt. QIH&B 
3 0 

TOTAL 
1:: 

Suppon for Major ·' 0 2 0 0 ~ 

End Items 
Jn,·estments 0 0 0 0 0 0 
Ammunition 3 0 0 0 0 3 
\liscellaneous'Other Q Q Q Q l J. 
TOTAL 9 5 3 _, I ::1 

F\' 1993 ACTl\1n': 
Types ofOrders Issued ~~ 1.1.S.Af NSA QI&B IQliL 
Major End Items II 5 3 3 22 
Suppon for Major 3 0 ] 0 0 4 

End Items 
Investments 0 0 0 0 0 0 
Ammunition 3 0 0 0 0 3 
~1iscellaneous!Other Q Q Q Q l l 
TOTAL 17 5 4 3 30 
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Supplemental 

PART Ill - SUPPLEMENT AL FINANCIAL AND 
MANAGEMENT INFORM.A TION 

A. ADDITIONAL PERFORMANCE INDICATORS 

SPECIAL DEFENSE ACOUISITION FUND. ACCOUNT 4116: 

New Purchasr Orders Issued (Continued) 

F\' 1992 ACTJ\11Y: 
Types ofOrders Issued: ARMY~ ~ ~ .m:HER.:mw. 
Major End Items 27 5 5 5 0 42 
Suppon for Major 4 2 17 0 0 23 

End hems 
Investments 0 ) 0 0 0 ) 

Ammunition 0 0 0 0 0 0 
Miscellaneous/Other Q Q .J2 .Q 1 1 
TOTAL 31 8 22 5 2 68 

F\' 1991 ACTJ\1TI': 
Types ofOrders Issued: ARMY NAVY ~ NSA QD:iU TOTAL 
Major End Items 13 6 0 0 0 19 
Suppon for Major 22 4 0 0 0 26 

End hems 
Investments 4 4 0 0 0 8 
Ammunition 9 0 0 0 0 9 .,..,
:Miscellaneous/Other 2 Jl Q l Q &: 

TOTAL 57 26 0 ) 0 84 

NARRAT1\'E: 
This indicator compares the number ofnew purchase orders placed from FY 1995 

through FY 1991 to the Military Departments or DoD Agencies. This amoum will 
cominue to decrease due to the dec:apitalization ofthe fund. ~bers for FY 1995 
through FY l 991 are provided for comparison. 

SOURCE: 
DSAA S~ Defense Acquisition Fund Managemem Information System. 
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-------------------- Supplemental 

PART Ill -SUPPLEME1'1AL FINANCIAL Al\"D 
J\l~:"\AGEMEl\1 INFORMATION 

A. ADDITIONAL PERFORJ\tANCE Th'DICATORS 

SPECIAL DEFENSE ACOUJSITION FU1'"D. ACCOUJ\'T 4116: 

Number of Purchase Orden Issued, Ne..· and Revised 

F\' 199!' ACTI\'JTY: 
Military lnterdepanmental Purchase 
Requests (MIPRs) Issued 

TOTAL 
200 

F\' 1994 ACTJVJTI': 
Militaf) lnterdepanmental Purchase 
Requests (MIPRs) Issued 

TOTAL 
166 

F\' 1993 ACTJYJn· 
Military lnterdepanmental Purchase 
Requests (MlPRs) Issued 

TOTAL 
280 

F\' 1992 ACTJ\1TI': 
~1ilitaf)· lnterdepanmental Purchase 
Requests (~fiPRs) Issued 

I2li!: 
376 

F\' 1991 ACTI\1T\': 
Military lmerdepanmental Purchase 
Requests (MIPRs) Issued 

TOTAL 
275 

l'iARR\TI\"I:: 
This performance indicator reflects the number ofMIPRs that were issued ~ith 

current and prior year obligation authority and the number of revisions to existing MIPRs 
The FY 1995 through FY 1991 amounts are pro,ided for comparison 

S0l'RC£: 
DSAA Special Defense Acquisition Fund Management Information System. 
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Supplemental 

PART Ill - SUPPLEMENT AL FINANCIAL A1''1>. 
MANAGEMENT INFORMA TJON 

A. ADDITIONAL PERFORMANCE INDICATORS 

SPECIAL DEFENSE ACOUISJTION FUND. ACCOU1'"T 4116: 

Value of Purchase Orders lsned 

~ONS (S X 000.000) 

F\' 1995 ACTJ\TIY 
Value ofMiliW)• lnterdepanmental 
Purchase Requests (MlPRs) Issued 

IQlib 
$3.58 

FY 1'94 ACTl\-1n' 
Value ofMilitary lnterdepanmental 
Purchase Requests (MIPRs) Issued 

F\' 1993 ACTIVITY: 
Value ofMilitary lnterdepanmental 
Purchase Requests (MlPRs) Issued 

IQLll. 
$149.9 

FY 1992 ACTJVJn': 
\'alue ofMilit~· lnterdepanmental 
Purchase Requests (MlPRs) Issued 

TOTAL 
$538.0 

FY 1991 ACTJ\'ln': 
Value ofMilitaT)· Interdepartmental 
Purchase Requests (MlPRs) Issued 

IQ!A!: 
$322.0 

NARRA TJ\'E: 
This performance indicator provides the value of all MIPRs. The amounts for 

future Fiscal Years (FYs) will continue to decline due to the de.capitalization ofthe fund. 
Amounts for FY 1995 through FY 1991 are provided for comparison. 

SOURCE: 
DSAA Special Defense Acquisition Fund Management Information System. 

102 

161 




Appendix A. Disclaimer of Opinion and Financial Statements Audited 

------------------- Supplemental 

PART Ill • SUPPLEM.E1'7 AL FINANCIAL AND 
MANAGEM.El\7 INFORl\1A TION 

A. ADDITIONAL PERFOR.\f.ANC.E INDICATORS 

SPECIAL DEFENSE ACOUJSITION Ft.J1'"D, ACCOUJ\7 4116: 

Number ofPurchast Orders Closed 

FY l 995 ACTMn' !Qll!. 
(Aged in Years) 
0-3 I 
4-6 24 
7.9 
 35 
}()- lQ 
TOTAL 70 

FY l994ACTIYin· TOTAL 
(Aged in Years) 
0-3 61 
4-o 46 
7-9 12 
JO ~ 
TOTAL 123 

FY 1993 AC"'TT\ln· TOTAL 
(Aged in Years) 
0-3 0 
4-o 0 
7-9 0 
10 Q 

TOTAL 0 

FY 1992 ACTI\ln' TOTAL 
(Aged in Years) 
0-3 ]7 
4-6 95 
7-9 348 
)()- 12 

TOTAL 
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Supplemental 

PART III - SUPPLEMENT AL FINANCIAL AND 
MANAGEMENT INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

SPECIAL DEFENSE ACOUISITION FUND. ACCOUNT 4116: 

Number of Purchasr Orden Closed (continued) 

F\' 1991 A CTIVI1Y 
(Aged in Years) 

0-3 0 

4-6 l 

7.9 l 
I~ Q 

TOTAL 2 

NARR.\ffi'[: 
This performance indicator shows the number ofpurchase orders that were closed 

and their relative age. There were no purchase orders closed for Fiscal Year (FY) 1993. 
Since the decision to decapitalize the fund. we have revised the procedures for closing 
purchase orders to ensure that no liabilities remain after the purchase order is closed 
Numbers for FY 1995 through FY 1991 are provided for comparison. 

SOVRCE: 
DSAA Special Defense Acquisition Fund Management Information System. 

104 

163 




Appendix A. Disclaimer of Opinion and Financial Statements Audited 

------------------- Supplemental 

PART III • SUPPLEME1'"T AL FINANCIAL A1'"D 
MA~AGEMEJ\"T INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 


SPECL.\L DEFENSE ACOUlSITION FUND. ACCOUNT 4116: 


Valut of Purcbasr Orden Cosed 

THOUSAJ\'DS ($ X 000) 

FY 1995 ACTJVITI': TOTAL 
Closed Purchase Orders 110.887.8 

FY 1994 ACTJ\ln·: TOTAL 
Closed Purchase Orders 82.995.0 

FY 1993 ACTJ\1TI": TOTAL 
Closed Purchase Orders 0.0 

FY 1992ACTIVITI": TOTAL 
Closed Purchase Orders 600.800.0 

FY 1991 ACTJVITI": TOTAL 
Closed Purchase Orders 2.580.3 

~ARR.\Tl\'I:: 

This performance indicator shows the value ofPurchase Orders Closed during the 
fiscal year There v.-ere no purchase orders closed for FY 1993. Since the decision to 
decapitalize the fund. we have rC\ised the procedures for closing purchase orders to 
ensure that no liabilities remain after the purchase order is closed. The values for FY 1995 
through FY 1991 are provided for comparison. 

SOURCE: 
DSAA Special Defense Acquisition Fund Management Information System. 
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Supplemental 

PART Ill - SUPPLEMENTAL FINANCIAL AND 
MANAGEMENT INFORMATION 

A. ADDITIONAL PERFORMANCE Thl>ICATORS 

SPECIAL DEFENSE AQlUISITION FUND~ ACCOUJ\"T 4116: 

Value ofSales 

MD..UONS ($ X 000.000) 
F\' 1995 ACTIVIlY: 
Type Sale &:. Customer ~~ l!SAE ~ QIHER I.QU1. 
FMS Cases 99.3 47.9 0.8 2.4 0.0 1504 
Replenishment 0.0 0.0 0.0 0.0 0.0 0.0 
Direct ~ QJ! 0.0 0.0 Q.Q Q.2 

• TOTAL 99.S 47.9 0.8 2.4 0.0 lSo.6 

n· 1994 ACTJ\ln': 
Type Sale & Customer ~ NAVY 11.SAf ~ QIHEB IQIA1. 
FMS Cases 199.9 45.S 1.2 8.2 0.0 254.8 
Replenishment 0.0 0.0 0.0 0.0 0.0 0.0 
Direct ~ u 0.0 ~ .Q.Q u 
TOTAL 200.4 48.3 l.2 8.6 0.0 258.S 

n· 1993 ACTivm·: 
Type Sale & Customer AB.MY ~ USM ~QIH&BIQUJ. 
FMS Cases 117.2 74.2 l.3 5.1 0.0 197.8 
Replenishment 0.0 0.0 0.0 0.0 0.0 0.0 
Direct Ll Q.Q .Ql -21! -21! .u 
TOT.~ ll8.3 74.2 l.5 5.l 0.0 199.1 

F\' 1992 ACTIVln': 

Type Sale &. Customer ARMY ~ USM: liSA QIH&B m:w. 

FMS Cases l l 1.4 97.1 33.4 6.1 0.0 248.0 

Replenishment 0.0 0.0 0.0 0.0 0.0 0.0 

Direct ~ Q.Q 0.0 Q.1 Q.Q ~ 

TOTAL 111.6 97.J 33.4 6.8 0.0 248.9 


FY 1991 ACTIVln': 

Type Sale & Customer AB.MY~ l!SAE ~QIHERmIAJ.. 

FMS Cases 133.8 34.5 3.5 5.3 0.0 177.l 

Replenishment 2.0 5.5 0.0 l.1 0.0 8.6 

Direct l.!U 0.3 0.0 u Q.Q ru 

TOTAL 145.9 40.3 3.5 16.0 0.0 205.6 
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PART III - SVPPLEMENT AL FINANCIAL AND 
MA~AGEME'.\"T INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

SPECIAL DEFENSE ACOUJSJTION Fl.Th.'1>. ACCOlJ1'14116: 

\'alue of Sales (continued) 

~ARR.t.TJ\'£: 
This indicator shows the dollar value ofPurchase Orders Sold and is stratified into 

three different types ofsales. The amounts for FY 1995 through FY J 99 I are pro-.ided for 
comparison. 

DEFJSJTIO!'\S: 

FMS CASES: Sales to foreign customers or t.:.S. Military Depanments through either 

Letters of0ffer1Acceptance (LOA's) or "reverse" Military Interdepartmental Purchase 

Request$ (MIPRs). 


REPLE:'\ISHME:'l:T: Sales to l'.S. Military Departments to replenish their im·entories for 

item$ diverted for urgent FMS requirements. 


DIRECT Sales to L'.S Military Departments approved by SECDEF 


SOl"RCE: 
DSA..\ Special Defense Acquisition Information Management System 
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Supplemental 

PART Ill - SUPPLEMENTAL FINANCIAL AND 
MANAGEMENTINFORMA TJON 

A. ADDITIONAL PERFORMANCE INDICATORS 

SPECIAL DEFENSE ACQUISITION FUND1 ACCOUNT 4116: 

Valut of N"· Obligations 

MIU.JONS (S X 000,000) 

F\' 1995 ACTI\'In": ABMl'. NAVY USAF mm.B m:w. 
Value $ 1.2 $12.3 s 0.0 $5.9 $19.4 

FY 1994 ACTJ\'In': NAVY TOTAL~ 1!Mf mmB 
Value $10.5 $31.8 $15.5 $.1 $57.9 

F\' 1993 ACTJ\1n': .6RMl: &ll: lZW Q!nR TOTAL 
Value $140.5 $66.9 $6.7 $8.9 $223.0 

F\' 1992 ACTI\.ln': ARMY NAVY USAF OTHER IQll!. 
Value $172.0 $80.4 $9.6 $12.I $274.1 

F\' 1991 ACTJVJn·: NAVY TOTALABMl'. 1!Mf m:B&B 
Value $206.3 $44.8 Sl.O $21.6 $273.7 

l"iARRATI\'E: 
This performance indicator measures new obligations placed during the fiscal year. 

The amount will decrease in future Fiscal Years (FYs) due to the decapitalization ofthe 
fund. The amounts for FY 1995 through FY 1991 are provided for comparison. 

SOURCE: 
SDAF General Ledger. 
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PART 111 - SUPPLEMENTAL Fl1'iANCIAL A.~ 
MA!'IAGEMENT INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

SPECIAL DEFENSE ACOl.JlSITION FU1''1>. ACCOU1'74116: 

Value of New Obligations Liquidated, rascal Year End Position 

t.m..LIONS ($ X 000,000) 

1995 ACTIVJTI': ARMY &U l!W 2mER TOTAL 
VALL'E $90.6 $54.0 $10.8 $4.5 $]59.9 

1994 ACTl\1TI': AR!\f\' NAVY USAF OJ HER TOTAL 
YALL'E $107.8 $58.9 $6.0 $6.5 $179.2 

FY 1993 ACTl\1n·: ARl\n· JliA\"Y USAF TOTAL 
\'ALCE $187.6 $46.2 $17.9 $5.3 $257.0 

~ 

FY 1992 ACTJ\lTI': ARl\fY JliA\"Y l'SAF mm.& TOTAL 
VALL:'E S.211.8 $51.6 $20.7 $6.9 S.291.0 

F\' 1991 ACTJ\'In·: ARl\fY JliA\"\' USAF TOTAL 
\"ALL'E $79.5 $37.9 $29.8 S.20.9 $168.J 

2IBm 

JliARRATl\"£: 
This petformance indicator shows the value ofobligations liquidated. i.e .• 

disbursements made during the Fiscal Year (FY) The amounts for FY 1995 through 1991 
are provided for comparison. 

SOFRCE: 
SDAF General Ledger. 
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PART DJ - SUPPLEMENTAL FINANCIAL AND 
MANAGEMENTINFORMA TJON 

A. ADDITIONAL PERFORMANCE INDICATORS 

SPECl~L DEFENSE ACQUISITION FUND1 ACCOUNT 4116: 

Valur ofUnsold Parcbues (Material/bveatory) as ofFiscal Year Ead 

MDJ..JONS (S X 000,000) 

Srptrmber 30, 1995 AR.1\fY NAVY WE ~mng :mm 
Position· 
Value $124.l $24.6 $2.8 $1.4 $0.0 $152.9 

Stptrmber 30, 1994 AR.1\fY &ll WE ~QIIW! m.IA!. 

Position. 

\'alue $170.6 $112.l S.l $3.7 $0.0 $286.5 


Srptembrr 30. 1993 A&m: NA\'\' YM.E ~OTBI:R mn!. 

Position. 

Value $136.8 $37.4 SJ.5 $6.9 $0.0 $182.6 


Srptember 30. 1992 ARMl.: NAVY ~ ~mm.B :mm 

Position 

Value $128.6 $44.1 $3.3 $3.3 $0.0 $179.3 


Srptrmber 30, 1991 ARJ\f\' NA\1\' 1lMf NSA2!11ER IQlil. 

Position: 

Value $242.5 $100.l $24.8 $5.7 $49.0 $422.1 


NARRATJ\'E: 
This performance indicator shows the actual 'Value offinished inventory unsold and 

held as ofthe end ofthe Fiscal Year (FY). The amounts for FY 1995 through FY 1992 
represent a physical inventory value as provided by the Military Departments. The FY 
1991 amoums were based on a .. consuuctive~ inventory position. 

SOURCE: 
Military Departments 
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PART Ill - SUPPLEMENTAL FINANCIAL AND 
MA~AGEMENT INFORMA TIO:S 

A. ADDITIONAL PERFORMANCE INDICATORS 

SPECIAL DEFENSE ACOUISITION FUl\'D, ACCOUNT 4116: 

Ratio of Unsold Purchases to Total Fuad Authority as of Fiscal \'ear Ead 

t.m.LlONS (S X 000.000) 

F\' 199!' ACTl\'ITI' 
SEPTEMBER 30. 1995 POSITION 
Unsold Purchases (Finished Inventory) $152.9 

TOTAL Fll\'D AUTHORITY $522.0 

RATIO 29.3% 

FY 1994 ACTl\ln· 
SEPTE!\mER 30. 1994 POSITIO~ 
l'nsold Purchases (Finished Inventory) $286.S 

TOTAL Fl~"D AlIHORITY SJ070.0 

RATIO 26.8% 

F\' 1993 ACTJ\1TI' 
SEPTE\mER 30. 1993 POSJTIO~ 
l"nsold Purchases (Finished Inventory) $ 1826 

TOTAL Fl1'?-;"D AUTHORITY $l.o70.0 

RATIO 17.1% 

FY 1992 ACTIVITI' 
SEPTEMBER 30. 1992 POSITION 
Unsold Purchases (Finished Inventory) s 179.4 

TOTAL FUND AUTHORITY SJ.070.0 

RATIO 16.8% 
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Supplemental 

PART Ill - SUPPLEMENT AL FINANCIAL Al\'D 
MA~AGEMI.NT INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

SPECIAL DEFENSE ACOUISITION FUND. ACCOU1'1T 4116: 

Ratio of Unsold Purchases to Total Fund Authority as ofFiscal Year End 
(continued) 

F\" 1991 ACTIVITY 
SEPTEMBER 30. 1991 POSmON 
Unsold Purchases (Finished lnventol)') $422.1 

TOTAL FL•ND AUTHORITY $1070.0 

RATIO 39.4% 

~ARR.\Tl\"E: 
This performance indicator sho~'S the relationship between the unsold purchases 

and the total fund authority The ratio is calculated by di\iding the value ofunsold 
purchases by the total offund authority provided under the U.S. Statute. The amounts for 
FYs I 995 through FY 1992 represent a physical inventory value as provided by the 
Military Depanments. The FY 1991 amount was based on a "constructive- inventory 
position. 

SOl'.RCE: 
Militaf)· Depanments (for FY I995 through FY I992) 
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PART Ill - SVPPLEMENTAL FINANCIAL A!\'D 
MA~AGEMEl\"T INFORl\UTION 

A. ADDITIONAL PERFORMANCE INDICATORS 


SPECIAL DEFENSE ACOUJSITIOJ" Fl!l\'D, ACCOUNT 4116: 

Gain or Loss on Cases Cosed During the Fiscal Year 

THOUSA.'11.i"DS (S X 000) 

FY 1995 ACTIVIn': TOTAL 
Gross Value (Gain) SIS.545.J 
Unsalable InventOI')' Assets Written Off -15 545.1 
!"et Gain $0.0 

FY 1994 ACTl\1n·: TOTAL 
Gross Value (Gain) $22.2569 
L1nsalable Inventory Assets Written Off -22 256.9 
l"et Gain $00 

FY 1993 ACTIVln': IQLil. 
Gross Value <Gain) $14.804 6 
L·nsalable Inventory Assets Written Off -14 804 6 
l"et Gain SO.O 

FY 1992 ACTl\ln·: TOTAL 
Gross Value (Gain) $9.722.3 
Llnsalable Inventory Assets Written Off -8 09l.O 
~et Gain Sl.631.3 

FY 1991 ACTIVln': TOTAL 
Gross Value (Gain) SJl.156.7 
t:nsalable Inventory Assets Written Off Q.Q 
!\et Gain SI 1.156.7 

ISARRAffi"E: This perfonnance indicator is based on cases closed and gains realized 
during the Fiscal Year (FY). Due to the decapitalization ofthe fund, a FY I995 gain of 
S l5545.063 03 was used to write-off unsalable equipment. In FY 1994. the gain of 
$22.156.908 80 was also used to write-off unsalable equipment. There were no funds 
returned to Treasury in FY 1993, FY 1994 or FY 1995. At the end ofFY 1992, a total of 
Si.863,949.08 was returned to Treasury. This included the FY 1992 gain ($1,631.3 
thousands) and the net gain from prior fiscal years ($232.6 thousands). The amounts for 
FY 1995 through FY I 99 I are provided for comparison. 

SOl!RC[: DSAA Special Defense Acquisition Fund Management Information System 
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Supplemental 

PART 111- SUPPLEMENTAL FINANCIAL AND 
MANAGEMEJ\"TINFORMATIO~ 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES <FMSl TRUST FUND. 

ACCOUNT 8242: 


N"· Sales Cases Accepted and Amendments Pncessed 


F\' J995ACTJVJ1Y ABMl: NAVY Wf OIH£R mw. 
NEW FY 1995 SALES CASES 745 625 600 250 2.220 
CASE AMENDMENTS-All YEARS~ ill ill 2Q ~ 
TOTAL 991 784 751 270 2.,796 

FY 1994 ACTIVITY AJWl: NA\'\' ™f mmR mw. 
NEW FY 1994 SALES CASES 732 632 556 228 2..148 
CASE AMENDME?lo"TS-All YEARS~ .l.Q2 ill 2 ~ 
TOTAL 926 741 689 235 2.591 

F\' 1993ACTIVITI' ~ NAV\' ~ 2!BE.R ~ 
'NEW FY.1993 SALES CASES 793 630 576 277 2.276 
CASE AME1'.'DMEJ'."TS-All YEARS ill ill 97 ~ ~ 
TOTAL 968 756 673 279 2.676 

FY 1992 ACTJ\1n' AB.Ml: NAV\' WI 2IBER m:w. 
NEW FY I992 SALES CASES 906 658 605 271 2.440 
CASE A.\fEJl.1)MEJl."TS-All YEARS ill ill 97 ! lli 
TOTAL 1.080 793 702 279 2.,8S4 

F\' 1991 ACTl\1TI' Al.ID: NAV\' USAF 2Ilmi TOTAL 
NEW FY 1991 SALES CASES 1.156 695 667 310 2.,828 
CASE AMEJl.'DMEJl."TS-All YEARSm ill ill 2 ~ 
TOTAL 1.379 816 779 319 3.293 

NARRATIVE: 
This performance indicator shows the number ofnew sales cases implemented and 

the number ofcase amendments processed to existing cases during each fiscal year. While 
amendments are identified to the original case. they are not identified to the fiscal year of 
the original case/sale Several amendments during the multiple-year life ofmy case is 
considered reasonable. 

SOURCE: DSAA 1200 System 
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-------------------- Supplemental 

PART Ill • SUPPLEMEJ\7 AL FINANCIAL A?\1> 
MA~AGEME1'7 INFORM..\TIO~ 

A. ADDITIO~AL PERFOR.\1ANCE INDICATORS 

FOREIGN MILITARY SALES CFMS> TRUST Fl.Jl\l>, 
ACCOl1'NT 8242: 

Ordered \'alue of Ne..· Sales Cases Accepted and Amendments Processed 

THOUSANDS ($ X 000) 

FY 199~ AR\fY NA\'Y USAF mmB TOTAL 
New C'ases 
and Amend 2.635.293 3.355.558 2.988.144 75.222 9.054.218 

FY 1994 AB.ID: NAVY ~ 2JEB I2Lll: 
!'liew C'ases 
and Amend 2.013.972 3,545.795 6.946.138 359.451 12.865.356 

FY 1993 ARMY JliA\'Y USAF OTHER TOTAL 
1'ew Cases 
and Amend 7,587,235 4.446.413 21. 135.646 46.699 33.215.993 

FY 1992 ARWf NA\'\" l'SAF OTHER TOTAL 
!'lie"' Cases 
and Amend 3.303.244 4.988.398 6.664.151 215.954 15.171.747 

FY 1991 AR\fY NA\'\' tjSAF JllnB TOTAL 
New Cases 
and Amend I1.392.373 3.996.086 8.131.988 267.138 23.787585 

NARRAm'E: 
This perfonnance indicator describes the dollar value for new sales cases and 

amendments to existing sales cases. This dollar value. taken with the level ofactivity in 
the indicator. "New Sales Cases Accepted and Amendments Processed." provides an 
appreciation ofthe relative amounts ofac:ti\.ity among.the implementing agencies. 

SOllRCE: 
DSAA. 1200 System. 
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PART III - SUPPLEMENTAL FINANCIAL AND 
MANAGEMENTINFORMA TJON 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES (EMS} TRUST FUND1 

ACCOU1''T 8242: 

Ordered VaJur of New & Amended Sales Cues by Major Category 

THOUSANDS ($ X 000) 
f\"1995' ARMY MD: USAF mmB TOTAL 
Aircraft 958.217 704.069 1.036.860 381 2.699.526 
Missiles 213.719 506.127 261.747 0 981.594 
Ships 1.223 165.292 0 651 167.166 
Veh&Wpns 112.767 186.228 145.916 127 445.039 
Ammunition 57.460 123.480 55.120 976 237.036 
Training 105.128 l 16.097 198.456 5,725 425.405 
Misc/Other l II~ 779 l ~~ 2§5 l 222~5 .§Lill 4 Q28 4~2 
TOTAL 2.635.293 3.355.558 2.988.144 75.22:! 9.054.218 

D' 1994 AR.ID: ~ l!Mf 2!nB mli1: 
Aircraft 374.306 1.081.437 4.074.339 2.376 5.532.458 
Missiles 326.507 670.295 367.869 721 1.365.392 
Ships 538 187.630 0 2.616 190.784 
Veh 8:. Wpns 310.128 81.344 196.315 6.131 593.918 
Ammunition 154.499 149.370 52.893 4.545 361.307 
Training 57.345 273.770 192,795 542 524.452 
Misc/Other 22Q.lli I !Oi 949 2221 §97 ~ 4 '~9~~ 
TOTAL 2.013.882 3.545.795 6.946.138 359.451 12.865.236 

FY 1993 ARMY NA\'\" ~ mu.m mw. 
Aircraft 328.092 1.817.228 14,818,453 564 16.964,337 
Missiles 2.706,077 523,590 578.892 4,979 3,813,538 
Ships 2.552 230.271 0 1.881 234.704 
Veh&: Wpns 1.600.214 265.207 520.085 435 2.385.941 
Ammunition 168.050 101,190 82,171 800 352.211 
Training 254,532 209.366 1.077.233 14 1.541.!45 
Misc/Other 2 5277U 1299 ~61 4,~8 §1, ~ 7 214 117 
TOTAL 7.587.235 4.446.413 21.135,646 46,699 33.215.993 
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PART Ill - SUPPLEME1'"T AL FINANCIAL .A."ID 
MA~AGEMEl\"T INFORM.ATIO~ 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREJGS MILITARY SALES CFMSl TRUST FUND, 
ACCOll\18242: 


Ordered Value of New & Amended Sales Cases by Major Category (Continued) 


!X..!m ARM\' &n Y.Mf OTHER TOTAL 
Aircraft 732.837 2.914.386 4,334,059 318 7,981.600 
Missiles 509.257 339.723 292.064 120.732 1.261.776 
Ships 0 178.628 0 104 178.732 
Veh&: Wpns 391.774 94.383 179.629 8,432 674.218 
Ammunition 60.)34 104.309 70.508 13.995 248.946 
Training 151.929 141.588 410.188 112 703.817 
Misc/Other l 457 313 1•153~1 I 377 7Q~ ~ ~ 122 658 
TOTAL 3.303.244 4.988,398 6,664.151 215.954 15.171.747 

D.:..!.W. AR\f\' NA\"\' WI OTHER TOTAL 
Aircraft 510.015 555.799 3.530.599 199 4.596.612 
Missiles l.070.180 490,928 85.J 11 21.214 1.667.433 
Ships 42.650 239,898 0 0 282.548 
\'eh&: Wpns 4,408.670 341.034 6,487 149 4,756.340 
Ammunition 544.847 61.058 152.953 17,864 776.722 
Training 178.331 458.891 283.506 181 920.909 
Misc/Other 4 ~37 680 l 848 478 4 073 332 227 531 IQ 787 0;:1 
TOTAL l 1.392.373 3.996.086 8.131.988 267.138 23.787.585 

NARR.ATI\'E:: 
This indicator classifies the various kinds ofexecution activities and shows the 

distribution ofmajor weapons sales cases among the implementing agencies. 

SOl'RCE: 
DSAA 1200·System. 
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PART III - SUPPLEMENTAL FINANCIAL AND 
MANAGEMENTINFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILJTARY SALES (FMSl TRUST FUND. 
ACCOUNT 8242: 

Sales Cases Cosed 

F\' 1995AC11VJ'JY A8MX NAVY llMf$2IIEBIQli!. 
CASES CLOSED FOR All YEARS 1,299 809 736 323 3,167 

FY 1994 AC11VJ'JY ABMX ~ USAFQlllEBIQli!, 
CASES CLOSED FOR All YEARS 1,301 763 774 346 3,184 

F\' 1993 ACTJVJTI' ,YMEQillllIQli!:ABMl'. ~ 
CASES CLOSED FOR ALL YEARS 1,344 731 723 328 3.126 

F\' 1992ACTMn' AR.1\fY NAVY ~m:n!mli!: 
CASES CLOSED FOR ALL YEARS 1,140 576 660 360 2.736 

n· 1991 ACTIVJTI' ARMY NAVY ~~TOTAL 
CASES CLOSED FOR ALL YEARS 1,099 507 679 358 2.643 

NARRAffi'E: 
This indicator demonstrates the number ofSales Cases "Closed" during the fiscal 

year. The "closure" of a sales case, like the completion ofa legal contract. occurs when 
all the terms have been met. Sales Cases must be legally. logistically. and financially 
"complete" prior to closure. 

SOURCE: 
DSAA 1200 System. 
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PART III - SUPPLEMENTAL FINANCIAL AND 
MA~AGEMENTIXFORMATIO~ 

A. ADDITIONAL PERFORMANCE ~'DICATORS 

FOREIGN MILITARY SALES CFMS> TRUST FUND, 
ACCOlT!\1 8242: 

Ordettd Value of Sales Cases Cosed 

THOUSA.'NDS (S X 000) 

FY 199!' ACTIVITI': ~ NA\'\' USAF mfilB !QLil 
Closed Cases 
All Years 3.844.904 2.367.114 3.762.098 100.263 10.074.379 

FY 1994 ACTinn·: AR\fY USAF OTHER TOTAL 
Closed Cases 
All Years 3.057.325 2.090.171 1.921.989 156.189 7.225.674 

~ 

FY 1993 ACTJYJTI': NAVY t!SAF OTHER TOTAL~ 
Closed Cases 
All Years ).458.137 516.151 1.129.447 109.591 3.213.326 

FY 1992 ACTl\'JTI": AR\fY NA\'Y USAF QimR !QLil 
C'losed Cases 
All Years 835.782 400.249 1.269.442 156.798 2.662.271 

FY 1991 ACTJ\lTI': AR\fY NAVY l'S~F 2IBll TOTAL 
Closed Cases 
All Years 1.823.310 285.821 1.636.792 85.766 3.831.689 

NARRATJ\'E: 
This indicator shows the dollar value ofall sales cases closed during each fiscal 

year. These dollar values. taken with the level ofactivity in the previous indicator "Sales 
Cases Closed." demonstrates one of several complexities in comparing numbers ofcases 
with their dollar values and by implementing agency. 

SOFRCE: 
DSAA 1200 System. 
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PART Ill - SUPPLEMENT AL FINANCIAL AND 
MANAGEMENTIJ\'FOR.\U TION 

A. ADDITIONAL PERFORMA.~CE INDICATORS 

FOREIGN MILITARY SALES CFMS) TRUST FUND1 

ACCOUl\"T 8242: 

Aged Number or Sales Cases Cosed 

FY 1995 ACTJ\11Y ~ NA\'\' YME 2llWi TOTAL 
AGE 0-5 Years 463 ·~2 222 239 1.096 

67 1.378AGE 6-10 Years 584 377 350 
AGE: 11-15 Years 196' 198 131 16 541 

AGE: 16-20 Years 50 51 29 I 131 

AGE 20+ Years § 11 ~ Q ~ 
TOTAL 1.299 809 736 323 3.167 

F\' 1994 ACTJ\1TI' AR.\fY NAVY ~ 2IBEB TOTAL 
AGE 0-5 Years 518 210 247 253 1.2:?8 

AGE 6-10 Years 619 352 369 79 1.419 

AGE: I 1-15 Years 130 154 135 13 432 

AGE· 16-20 Years 29 39 20 I 89 

AGE: 20- Years ~ § 1 Q .lli 
TOTAL 1,301 763 774 346 3.184 

F\' 1993 ACTJ\1TI' ARMY NAVY USAF QmER TOTAL 
l,317AGE 0-5 Years 620 212 281 204 

AGE. 6-10 Years 592 401 326 109 1.4:?8 

AGE: I 1-15 Years 107 104 102 13 326 

AGE: 16-20 Years 23 14 11 2 50 

·AGE: 20+ Years 2 Q 1 Q 1 
TOTAL 1,344 731 723 328 3.126 
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PART III - SFPPLIMINTAL FISAI'\CIAL AND 
1\-l.\!\iAGEMEI'\TINFORMATIOI'\ 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES <FMSl TRUST FU1'"D. 
ACCOUNT 8242: 

Aged Jliumber of Sales Cases Cosed (Continued) 

FY 1992 ACTIVITY ~ MU l!Mf mnR TOTAL 
AGE. 0-5 Years 575 208 304 206 1.293 
AGE 6-10 Years 494 291 246 126 1.157 
AGE I 1-15 Years 62 69 90 27 248 
AGE 10-20 Years 9 8 19 I 37 
AGE. 20- Years Q Q l Q l 
TOTAL 1.140 576 660 360 2.736 

FY 1991 ACTIYJn· ABm: SA\'"\' l 1SAF OTHER !Qll1 
AGE 0-5 Years 550 196 305 220 l.2il 
AGE t>-10 Years 445 36 278 127 1.88e
AGE 11-15 Years 86 69 81 11 24'7 ..,
AGE lo-20 Years 18 6 13 0 ~' 

..\GE 20- Years Q Q ~ Q 
., 
= 

TOTAL 1.099 307 679 358 2.443 

~ARR.\TJ\'E: 
This performance indicator reveals the age or "life cycle" ofthe sales cases closed 

The average 6- year life of a case is directly attributable to its complexity. Major weapon 
system procurements. such as aircraft and construction cases. require more time to 
execute and complete financial close-out than does logistics and training cases. 

sot:RCE: 
DSM 1200 System. 
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PART III - SUPPLEMENT AL FINANCIAL Al\1> 
MASAGEMENTINFORMA TJON 

A. ADDmONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES (FMS} TRUST FUND1 

ACCOU1',. 8242: 

Aged Valut ofSales Closed 

THOUSANDS (S X 000) 

F\' 1995 ACTJVJT\': ARMY ~ ~ mmB I2Lil: 
AGE 0..5 Years 210,680 54,187 95.249 13.448 373.564 
AGE 6-10 Years l,018.180 420.114 546,797 79.726 2.064,817 
AGE. 11-15 Years l,517.359 695,596 647.682 6.621 2.867.258 
AGE· 16-::?0 Years l.070.080 884.882 2.164.6::?3 468 4.120.053 
AGE 20-. Years 28 604 312 335 307 748 Q 648 687 
TOTAL 3.844.903 2.367.114 3.762,099 100.263 10.074.379 

FY 1994 ACTJ\1n': ARMY JSAV\' USAF QDll TOTAL 
AGE 0..5 Years 195.796 36.932 76.530 16.662 325.920 
AGE 6-10 Years 1.573.045 178.180 431.065 I 19,191 2.301.481 
AGE. 11-15 Years 764.210 . 598.934 714.291 20.317 2.097.752 
AGE: 16-20 Years 388.742 586.179 449.542 19 1.424.482 
AGE: 20-. Years ]35 532 ~ 250 561 Q I 076,039 
TOTAL 3.057.325 2.090.170 l.921.989 156.189 7.2:?5.673 

f'\' 1993 ACTJVJn': ARMl: NA\"\' l!ME QDll TOTAL 
AGE: 0..5 Years 195.797 33.289 56.567 9.477 295.130 
AGE. 6-10 Years 564.434 176.896 316.279 88.586 1,146.195 
AGE: 11-15 Years 440.231 198,906 259.611 11.328 910.076 
AGE. 16-20 Years 249.487 107,059 143,431 199 500.176 
AGE. 20+ Years 8 188 Q 353 559 Q ill..m 
TOTAL l,458,137 516,150 1.129,447 109.590 3.213.324 
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PART Ill - SUPPLEMENTAL FINANCIAL Al\'D 
MA~AGEMENT ll\TOR\1ATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES CFMSl TRUST FUND, 
ACCOUNT 8242: 


Aged Value of Sales Cases Oosed (continued) 


FY 1992ACTJ\1TI': ABMY NA\"\' YSA! 21mB TOTAL 
AGE· 0-5 Years 141.347 45.730 58.824 44.552 290.453 
AGE. 6-10 Years 341.216 147.936 126.252 103.661 719.065 
AGE. I1-15 Years 283.614 171.297 281.616 8.538 745.065 
AGE. 16-20 Years 69.605 35.286 657.309 47 762.247 
AGE 20- Years Q Q ~ Q 145441 
TOTAL 835.782 400.249 1.269,442 156.798 2.662.:m 

FY 1991 ACTI\"Jn': ARMY 1W:l: ~ QIBIB TOTAL 
AGE 0·5 Years 109.632 40.439 69.499 50.299 269.St>Cl 
AGE 0-10 Years 511,166 70.542 252.545 31.527 86:'.780 
AGE 11-15 Years 474.583 76.394 477.785 3.941 1.03:.703 
AGE I6-20 Years 727.929 98,445 551.261 0 1.377.635 
AGE 20- Years Q Q 28'i 702 Q 285 10: 
TOTAL 

!\ARRATl\"E: 

l.823.310 285.820 1.636.792 85.767 3.831.68Cl 

This performance indicator shows the age and value ofcases closed by 
implementing agency. The higher valued procurement and construction cases require 
more time to close. have a greater procurement and construction lead time requirement. 
and have a higher price due to the required complexities and the amount oflabor involved 

SOl'RCE: 
DSAA 1200 System. 
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Supplemental 

PART Ill - SUPPLEMENTAL FINANCIAL AND 
MANAGEMENTINFORMATION . 

A. ADDITIONAL PERFORMANCE INDJCA TORS 

FOREIGN MILITARY SALES CFMSl TRUST FUND. 
ACCOUNT 8242: 

Valuf of Dd'eDSf Articles ud Services Delivered 

MD.LIONS (S X 000.000) 

F\' 1995 ACTJ\"ITI': ~ NAVY Wf .2!lm! m:w. 
Delivered Value 5.149.3 2,633.7 3.972.7 79.0 11.834 7 

F\' 1994 ACTJVJn': AJWl: NAVY USAF m:1!ll IQlil: 
Delivered Value 2.649.7 2.588.7 4,941.2 132.9 10.312.5 

F\' 1993 ACTIVln': ~ NAVY USAF 2mEB m:w. 
Delivered Value 2.935.1 2.940.0 5.581.1 126.6 11.582.8 

F\' 1992 ACTIVITI': ARMY NA\"\' USAF 2IllR m:w. 
Delivered \'alue 3.154.2 1.855 6 4,845.1 161.4 10.016.3 

FY 1991 ACTI\1n': AB.Ml: NAV\' JJjAf mmR :mLY. 
Delivered Value 2,834.0 1.462.0 4.864.0 99.0 9.259.0 

NARR..\TI\"E: 
This performance indicator shows the value ofanicles and services pro'l.ided to 

customer countries during the year. These transactions are generated by the DoD Form 
250. "Delivered Value• includes case activities for all years and all cases. 

SOl.i'RCE: 
DSAA 1200 System. 
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PART Ill - SUPPLEMENT AL FINANCIAL AND 
MA!'IAGEMENT 11'rOR'l\1A TION 

A. ADDITIONAL PERFOR.'l\tANCE INDICATORS 

FOREIGN MILITARY SALES (FMS} IBUST FL1''1>= 
ACCOl'".\1 8242: 
Ratio of Deliveries to Ending Undelivered Balance 

MIU.JONS ($ X 000,000) 

FY 1995 ACTJVTIY: ARMY Mn YMf QIBIR TOTAL 
Bei-'inning 
Undelivered Bal 28.730 29.335 46.621 1.134 105.820 

11iew Orders 2635 ~ 356 .98§ 75 9 054 

Total Vndelivered Orders 31.366 32.691 49.609 1.209 ) 14.874 

Less 
All Deliveries 5 149 2 634 3 973 79 l I 835 

End L'ndelivered Balance 26.216 30.057 45.636 1.130 103.040 

Ratios by IA and 
Total )9.64% 8.76% 8.11°10 699% l l.49°0 

F\' 1994 ACTl\'1n·: ARMY ~ ~ 2ll!tB TOTAL 
Beginning 
Vndelivered Bal 29.366 28.378 44.616 908 103.:68 

~ew Orders 2 014 3 546 §946 J59 1: 865 
Total l'ndelivered Orders 31.380 31.924 51.562 1.267 l 16.133 
Less 
All Deliveries 2.650 • 589 4 941 !33 JO 3B 

End t.:ndelivered Balance 28.730 29.335 46.621 1.134 105.8:0 

Ratios b~ lA and 
Total 9.22% 8.82% 10.60~·0 11.72°10 9.75°·0 

FY 1993 ACTJ\'Jn': 4BMr NA\'\' USAF 2lllEB TOTAL 
Beginning 
Undelivered Bal 
New Orders 
Total Undelivered Orders 

24.714 
7 587 

32.301 

26.871 
4446 

31,317 

29.061'I )35
50.]96 

987 
4§ 

1.034 

81.633 
~~ ~14 

114.847 

Less: 
All Deliveries 2935 2940 5 581 1•6 11,582 
End Undelivered Balance 29.366 28,377 44,615 907 103.265 
Ratios by IA and 
Total 9.99% 10.36% 12.51% 13.95% ) 1 22°,0 



Appendix A. Disclaimer of Opinion and Financial Statements Audited 

Supplemental 

PART III ·SUPPLEMENTAL FINANCIAL AND 
MANAGEMENT INFORMATION 

A. ADDITIONAL PERFORMANCE 11'1>1CATORS 

FOREIGN MILITARY SALES <FMSl TRUST FUND, 
ACCOUJ\"T 8242: 
Ratio or Deliveries to Ending Ulldelivered Balance (Continued) 

MlLUONS ($ X 000,000) 

F\' 1992 ACTJ\"IT\': NAVY4BMl: l!Mf mmB mli!: 
Beginning 
Undelivered Bal. 24.565 23.739 27,242 933 76.479 
New Orders 3.303 4988 6~ 216 JS 171 
Total Undelivered Orders 27.868 28.727 33.906 l.149 91.650 
Less: 
All Deliveries 3.154 l 855 4 84'i 161 JO 015 
End Undelivered.Balance 24.714 26,872 29,061 988 81.635 
Ratios by IA and 
Total 12.76% 6.91% 16.67% 16.35% 12.27~. 

FY 1991 ACTl\'ln·: 4BMl: JSA\"'\' USAF QJll(;R TOTAL 
Beginning 
l'ndelivered Bal. 16.007 21.205 23.974 765 61.951 
Ne\\' Orders I l.392 J 996 8 JJ2 ~67 23 787 
Total Undelivered Orders 27.399 25.201 32.106 1.032 85.738 
Less: 
All Deliveries 2834 } 46~ 4 864 99 9259 

9~~End Undelivered Balance 24.565 23,739 27.242 :>:> 76A79 
Ratios by IA and 
Total: 11.54% 6.16% 17.85% 10.61% 12.11°·0 
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PART III ·SUPPLEMENTAL FINANCIAL AND 
MANAGEMENT INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES CFMSl TRUST FUND. 

ACCOUNT 8242: 

Ratio of Deliveries to Ending Undelivered Balance (Centiaaed) NAJUlA11VE: 


This perfonnance indicator displays the "Ratio ofDeliveries to Ending Balance". The FY 
1995 deliveries (execution) were 11.49% ofthe ending balance ofundelivered orders while FY 
1994 was 9.75%. This ratio also indicates that FY 1993 deliveries (execution) were 11.2% ofthe 
ending balance ofundelivered orders as compared to FY 1992percentageof12.3%. Adilniona! 
comparisons reveal FY 1993 deliveries were 14.1 % ofthe beginning balance. 34.8% ofthe new 
orders placed. and I0. I% ofthe total undelivered orders for the year. The FY l992 deliveries 
were 13.1% ofthe beginning balance, 66.1% ofthe new orders placed. and 10.9%1 ofthe total 
undelivered orders for the year. The obvious increase in FY 1992 undelivered orders was 
directly anributable to the increased FY 1992 and FY I991 sales related to the Desert 
Shield'Desen Storm Military Operation. 

SOl"RCE: 
DSAA 1200 System. 
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Supplemental 

PART 111- SUPPLEMENTAL FINANCIAL AND 
MANAGEME1'"T INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOBEIGN MILITARY SALES {fMSl TRUSJ FUND,
ACCOUNJ 8242: . .. . . . . :- . . ""= 

Value of New Oblipdoas 

MILLIONS (S X 000.000) 

F\' J995 ACTIVJ1Y AB.ID.: &l:1:: llMI SlllW! mIAl. 
Value 3.717.0 5.649.9 5.055.2 446.2 14.868.3 

F\' 1994 ACTIVITI' 
Value 

AR.'\f\' 
3.2424 

NAV\' 
4.928.5 

USAF 
4.409.7 

m:EB 
389.0 

I.QU!. 
12.969.6 

F\" 1993 AC'TJ\'JTI': ARMY NAVY USAF 2IUm TOTAL 
Value 3.338.4 S.074.3 4.540.2 400.6 13.353.5 

n· 1992 ACTJ\1n·: AR.\f\' MIT ~ m:Bll TOTAL 
\'alue 3.607.7 5.378.3 4.914.9 426.8 14.327 7 

n· 1991 ACTJVIn·: ARMY NAVY USAF 2mB IQLil, 
\'alue 5.815.6 2.842.I 5.284 0 4828 14.424.5 

lliARRATI\"E: 
This perfonnance indicator demonstrates the value ofprocurement contracts 

awarded and.'or orders placed during each of the fiscal years. These values represent new 
orders ofgoods and services which the production and delivery may require considerable 
logistic:al and financial planning and several years to Nlly execute. 

SOURCE: 
FMS Trust Fund General Ledger, 
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-------------------- Supplemental 

PART III - SUPPLEMENTAL FINANCIAL A?\"D 
MANAGEME:l\"T INFORMA TJON 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES CFMSl TRUST FUND, 
ACCOUNT 8242: 

Value of New Obligations Liquidated· AD Years 

MILLIONS (S X 000,000) 
FY 1995 ACTl\'ln': ARM\' !An ~ mmB IQ!A1 
Value 4.964.2 3,085.9 4.830.I 536.8 13.417.0 

FY 1994 ACTl\1n': ABm: !An lZlif OTHER mw. 
Value 4,902.9 3,090.9 4,849.3 377.7 13,220.8 

FY 1993 ACTl\'In·: AR.:\.f\' NAVY m.Y OTHER TOTAL 
Value 4,553.3 3,623.8 4.657.2 327.5 13.161.8 

F\' 1992 ACTl\'ln': ARM\' MD: USAF mmB TOTAL 
Value 4.149.7 3.431.5 4.727.5 13}.] 12.4398 

FY 1991 ACTl\1n': ARMY NA\'\' J;SAF 2mm TOTAL 
Value 3,081.3 2.7543 5,593.5 42.4 11,471.5 

JliARR.\Tl\'£: 
Values represent all disbursements paid to contractors for work performed and 

reimbursements paid to the military departments for articles and sm.ices provided. 

SOl'RCE: 
FMS Trust Fund General Ledger. 
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Supplemental 

PART 111- SUPPLEMENTAL FINANCIAL AND 
MANAGEMENT INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES CFMSl TRUST FUND. 
ACCOUJ\"T 8242: 

Ratio ofUDliquidated Obligations to Open Case Values as ofFascal Vear End 

MILLIONS (S X 000,000) 

Sep30, 1995 AB.ID: &n ~ ~ mlil.: 
\'alue ofOpen 
Cases 58.9104 58.263.1 lOS.091.0 1.751.9 224.016 4 
DFAS-
L:nliquidated Obligations $24.250.3 

Ratio ofUnliquidated Obligations to Open Cases 10.83% 

Sep 30, 1994 ~ NAVY llY 2!1ltB TOTAL 
Value ofOpen 
Cases 60,503.0 57.438.1 106.407.5 1.826.1 226.174 7 
DFAS-
Unliquidated Obligations $22.799.0 

Ratio ofUnliquidated Obligations to Open Cases 10.0'l-o 

Sep30.1993 ARMY NAVY USAF 2!BIR 1.2!A!. 
\'alue of Open 
Cases 61,775.8 56,573.8 101.818.2 1.641.4 $221.809.2 
DFAS-
Unliquidated Obligations 523.050.1 

Ratio ofUnliquidated Obligations to Open Cases 10.4% 

Sep30, 1992 ABMY NAVY ~ mmB :mw. 
Value ofOpen 
Cases 58,821.9 52.829.8 82.884.1 1.740.l $196.275.9 
SAAC-
Unliquidated Obligations $22.858.S 

Ratio ofUnliquidated Obligations to Open Cases 11.6% 
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PART Ill - SUPPLEMENT AL FINA.'JCIAL AND 
MAl'iAGEME~T INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES CFMSl TRUST FUND. 
ACCOUJ'lwT 8242: 

Ratio of Uuliquiclated Obligations to Open Case Values as or Fiscal Year End 

Sep 30, 1991 ARMY ~ 
Value ofOpen 
Cases 56.938.8 48.574.7 78.121.8 1.695.3 $185.330.6 
SAAC'
t:nliquidated Obligations 521.051.2 

Ratio ofUnliquidated Obligations to Open Cases 11.4% 

SARR.\TJ\'E: 
This compares the value ofunliquidated obligations to the value ofthe open cases at fiscal 

year-end. No adjustment has been made for previous execution or prior obligations liquidated. 
Note: Defense Finance and Accounting SeT\ice {DFAS). Denver Center. case values are included 
in "OTHER" 

SOl'RCE: 
DSAA 1200 System and ACCT RPT(M)l 176 (Repon on Budget Execution). 
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Supplemental 

PART 111- SUPPLEMENTAL FINANCIAL AND 
MA.""JAGEMENT INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES CFMSl TRUST FUND, 
ACCOUNT 8242: 

Trust Fund and IDterest Bearing Accoaat Balances as of Fiscal Year End 

MILLIONS ($ X 000.000) 

BALANCES AS OF SEPTEMBER 30, 1995 TOTAL 
Treasury Cash Balance for Account 8242 $5,462.0 
('ash and Moneta!)' Assets 7,794. l 
Accounts Receivable 2.538. l 
Accounts Payable ::.W.J. 

TOTAL $15,612.1 

BALANCES AS OF SEPTEMBER 30, 1994 mw.. 
Treasu!)· Cash Balance for Account 8242 56.409.6 
C'ash and Monetary Assets 6,641.0 
Accounts Receivable 4,ll7.8 
Accounts Payable -142.S 

TOTAL $17,025.9 

BALANCES AS OF SEPTEMBER 30, 1993 TOTAL 
Treasu!)· Cash Balance for Account 8242 6,S94.6 
Cash and Monetary Assets 6,612.6 
Accoums Receivable J,444.2 
Accoums Payable ~ 

TOTAL. $14.166.4 

BALANCES AS OF SEPTEMBER 30, 1991 mw. 
Treasury Cash Balance for Account 8242 $6,516.9 
Cash and Monetary Assets 6,669.8 
Accounts Receivable 8,603.3 
Accounts Payable :l!ll 

TOTAL $21,607.9 
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------------------- Supplemental 

PART Ill - SUPPLEMENT AL FINANCIAL AJ\1> 
MANAGEMENT INFORMATION 

A. ADDITIONAL PERFORMANCE L"\'DICATORS' 

FOREIGN MILITARY SALES CFMSl TRUST FU1'1>. 
ACCOUNT 8242: 

Trust Fund and Interest Bearing Account Balances as of Fiscal Year End 
(Continued) 

BALASCES AS OF SEPTEMBER 30, 1991 IQI4!.
Treasury Cash Balance for Account 8242 $6.776.7 
Cash and Monetary Assets 5.187.0 
Accounts Receivable 8,603.3 
Accounts Payable -181.7 

TOTAL $20.385.3 

ll'ARR-'TI\"E: 
Foreign Military Sales (FMS) Trust Fund Accounting is managed by the Defense 

Finance and Accounting Service (DFAS). Denver Center to ensure sufficient customer 
funds are on hand to meet the daily cash requirements ofthe military depamnents 

During FY 1995. approximately $13.417.0 million was disbursed to implement 
customers' orders. This requirement. compared to the cash and interest bearing account 
balances. yields a "quick cash ratio" of 1.01: I for the fund (cash to requirements). The 
liquidity ratio was 1.19: I and was calculated as total cash available. plus receivables. 
minus payables. compared to FY I995 cash disbursements requirements. The change in 
accounts receivable is due to a significant increase in collections on receh;ables (S4.3 
Billion) from 3rd Quaner to 4th Quaner ofFY 1995. 

SOURCE: 
FMS Trust Fund General Ledger. 

133 

192 




Appendix A. Disclaimer of Opinion and Financial Statements Audited 

Supplemental 

PART III - SUPPLEMENTAL FINANCIAL AND 
MANAGEMENT INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES CFMSl TRUST FUND. 
ACCOlTNT 8242: 

Cumulatin Value ofReconciled Accounts as ofF"sscal Year End 
September 30, 1995 ~ 
Unreconciled Accounts -0

September 30, 1994 
l 1nreconciled Accounts 

September 30, 1993 
Unreconciled Accounts 

September 30. 1992 
Unreconciled Accounts 

September 30. 1991 
Unreconciled Accounts 

SARR-'Tl\"E: 
As ofSeptember 30. 1995 there were no unreconciled accoums for any country 

SOl"RCE: 
FMS Trust Fund General Ledger. 
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------------------- Supplemental 

PART Ill - SUPPLEMENT AL FINANCIAL A."'"D 

MANAGEMENT INFORMATION 


A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES <FMSl TRUST FUND, 
ACCOUNT 8242: 

Number of Open Cases as of FiscaJ Year End 

SEPTEMBER 30, 1995 POSmON ARMY NAVY 1ZMf 2mR mLil:
NL'l\mER OF CASES OPEJ'\ 5,333 5.070 4.436 1,077 15.916 

SEPTEMBER 30, 1994 POsmo:s NA\'\'~ .llMf .2mB m:w.
J'l.'l.1MBER OF CASES OPEN 5.757 5.210 4,536 l.142 16.645 

SEPTEMBER 30, 1993 POSITION. NA\''\'4BMl: l1.W 2Dlll TOTAL 
N'L'MBER OF CASES OPEN 6,245 5.298 4,706 1.232 17.481 

SEPTEMBER 30, 1992 POsmo:s A&\fY NAVY l!Mf 2mB ll!I.ib
NL'MBER OF CASES OPEN 6.733 5.360 4.810 1.287 18.190 

SEPTEMBER 30, 1991 Posmo:s 4BMl: NAVY USAF 2IBEB I2:W.
NUMBER OF CASES OPE?\ 6.890 5.208 4.846 1.364 18.308 

!liARR4Tl\"E: 
This performance indicator shows the number ofactive FMS cases at the end of 

each fiscal year 

SOURCE: 
DSAA 1200 System. 
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Supplemental 

PART Ill· SUPPLEMENTAL FINANCIAL AND 
MANAGEMENT INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES <FMSl TRUST FUND. 
ACCOUNT 8242: 

Valur ofCountry Accounts in Arrearage Status as ofFISCal Year End 

(WHOLE DOLLARS} 

COUl\'TRY AND VALUE, SEPTEMBER 30, 1995: ABREARAGE 
Nigeria 28,343 
Organization of American States (OAS) ~ 
TOTAL $585,912 

COUSTR'\' AND VALUE, SEPTEMBER 30, 1994: ABREAR.\GE 
Nigeria 27,108 
Organization ofAmerican States (OAS) 46!i 787 
TOTAL $492.895 

CO\'.STRY AND VALUE, SEPTEMBER 30, 1993: ARJU:AMGE 
Nicaragua 26.491 
Organization ofAmerican States (OAS) !il6419 
TOTAL $542.910 

COt.:STRY AND VALUE, SEPTEMBER 30, 1992: ARREABAGE 
Nicaragua 25.844 
Uganda 17.421 
Uruguay 369,694 
Organization of American States (OAS) 537 308 
TOTAL $950.267 

COUNTRY AND VALUE, SEPTEMBER 30, 1991: ARR£AMGE 
Malta 35,364 
Nicaragua 11,131 
Nigeria 159.134 
Organization of American States (OAS) ~ 
TOTAL $519,655 
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PART III - SUPPLEMENTAL FINANCIAL AND 
MA~AGEME1'7 INFORMATION 

A. ADDITIONAL PERFORMANCE INDJCATORS 

FOREIGN MILITARY SALES CFMSl TRUST DJND. 
ACCOU1''T 8242: 

Value of Country Accoants in Arrearage Statas as of rucal Year End (Continued) 

~ARRATI\'E: 
Two country accounts were placed in an arrearage status due to non-payment. as 

ofcurrent fiscal year end. 

SOURCE: 
Treasuf)' TFS Form 4503 Repon (Current Status of Accounts Receivable (Original 

Maturity ofLess than 90 Days) from Foreign Obligors) as ofJune 30 and Treasuf)' 
Repons on Accounts and Loans Receivables due from the Public as ofSeptember 30. 
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Supplemental 

PART 111- SUPPLEMENTAL FINANCIAL AND 
MANAGEMENT INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES <FMSl TRUST FUND· 

ACCOUNT 8242: 


Net Outlays to Plan End or F"acal Year 


MD.J.IONS ($ X 000,000) 

Presidents FY 1994 
F\' 1995 AC'TIVIn': l!!dHt A£!yal Blli0 
Disbursements $13,450.0 $13,417.0 99.8% 
Collections -13 350.0 ·l' 469.4 934% 
Net Outlays $100.0 $947.6 NIA 

F\' 1994 ACTIYIT\': lud&et Actyal B!tio 
Disbursements $13,440.0 $13,220.8 98.4°10 
Collections -13 370.0 -JJ QJ~.8 97.6% 
Net Outlays $70.0 $185.0 NIA 

Presidents F\' 1993 
F\' 1993 AC'TIVJTI': Bud&et A£!!!al B!tio 
Disbursements $12,850.0 Sl3,l61.8 102.4% 
Collections -12 720.0 -13 ,39.4 1041% 
l'iet Outlays $130.0 S-77.6 1':A 

Presidents F\' 1992 
n· 1992 ACTJ\'ln': lud&et A£!l!al B!tio 
Disbursements $11,307.0 $12,439.8 I 10.00/o 
Collections -1) 419.0 ·l,,18,.0 106.7% 
Net Outlays S-112.0 $257.8 NIA 

Presidents FY 1991 
F\' 1991 ACTJVJn': J!ud1g ~ctua) Bl!io 
Disbursemems 
Collections 

SI0,055.0 
-JO 300 0 

Sll,471.6 
·l J 697.4 

114.Jo/o 
~ 

Net Outlays S-245.0 S-225.8 NIA 
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------------------- Supplemental 

PART Ill - SUPPLEMENTAL FINANCIAL AND 
MA.~AGEMENT INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES CFMSl TRUST FUND. 
ACCOUNT 8242: 

Net Outlays to Piao End of FISCAi Year (Cootiaaed) 

NAR:RA11\"E: 
Disbursement outlay estimates are based on prior unliquidated balances as 

carried forward from previous years. plus an estimate for the new year's obligations. and 
are adjusted by a historical experience (spend out rate) factor. The FY 1995 and FY 1994 
"actuals~ for disbursements and receipts are within a normal range for estimating 
accuracy. FY 1993 disbursements were higher than estimated due to a higher spend out 
rate than estimated. FY 1993 collections were greater than anticipated due to a large 
increase in sales (533 Billion actual versus S17 Billion estimated). FY 1992 and FY 1991 
disbursements were also higher than estimated. 

SOl'RCE: 
President's Budget and ACCT RPT(M) 1176 (Repon on Budget Execution) 
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Supplemental 

PART III - SUPPLEMENT AL FINANCIAL AND 
MAl"iAGEMENT INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES (EMS} TRUST FUND~ 
ACCOUNT 8242: 

Work Yean (WY) Used for Administration ofSecurity Assistance Program During 
the Fascal Year 

F\' 1995 AC11''JTI' ARM\' NAVY USAF DFA~J!I; mmB TOTAL 
CONUS Mil V.'Y 48 49 179 2 36 314 
C0!'\1.:S Civ V.'Y J5ll 906 J791 728 )35 5 091 
Total C01''1JS V.'Y 1579 955 1970 730 171 5,405 

MIJ.ITABl' J.l.5.f:D:' m IQLY. 
CO!l."US V.'Y 314 5091 0 5405 
Overseas WY 26, 61 ]§8 42! 
Total V.'Y 576 5152 168 5.896 

F\' 1994 AC11'"1TI' ARM'\' NAVY ll.MI llfA~D[ 2IfilB TOTAL 
cbsi:s Mil WY 61 so 161 2 36 310 
C0:'\1JS Civ V.'Y J~'i2 958 ll22 ~19 41 4 736 
Total CONlJS V.'Y 1613 1008 1527 821 77 5.046 

Mlbl!AR'\' 11.s.ov m TOTAL 
CO!'\"t.JSWY 310 4736 0 5046 
Overseas WY 261 64 )72 497 
Total WY 571 4800 172 5543 

F\' 1993 ACTIVITY Alm: NAV\' l!liE J!fA~D'E mnB TOTAL 
CONUSMilWY 41 48 87 2 39 217 
CONUSCivWY J658 977 J 286 §22 12~ 4 708 
Total CONUS WY 1,699 1,025 1.373 624 204 4,925 

MD.JT~Y J.Z.~.m m mB.b 
CONUSV.'Y 217 4,708 0 4,925 
Overseas V.'Y ~s ~§ l§J 464 
Total WY 462 4,766 161 5.389 
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------------------- Supplemental 

PART Ill • SUPPLEME1''T AL FINA.~CIAL A1'"D 
MASAGEME1''T INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES <FMSl TRUST FUND, 
ACCOlTJ\'T 8242: 

Work Years (WY) Used for Administration of Security Assistance Program During 
the Fiscal Year (Continued) 

FY J992 ACTJ\'ln' ARMY NA\'\' llM[ R[~S;:m; D.I.nB I2Lll: 
C'O?-.'US Mil \\'Y 40 SI 92 2 40 225 
CONUSCivWY ) 7QJ 1066 J4]5 297 1§2 4 6~0 
Total CONUS WY 1.743 1.117 1.507 299 209 4.875 

MJl..IT~RY i;.~. c:r FSN TOTAL 
COSUSWY 225 . 4.650 0 4.875 
Overseas V.'Y 226 5~ ]45 ....4"~ 

Total WY 451 4.702 145 5.298 

FY 1991 ACTl\ln· AR"\fY NA\"\' USAF gFAS.DE .QIHE! TOTAL 
CO?\'l'S Mil \\'Y 31 59 JOI 2 38 231 
C'ONUS Ci\' WY I 680 J !27 J78J 354 )71 5,1 !3 
Total CONUS WY l.711 1.186 l.882 356 209 5.344 

MU.ITARY lJ.~-~' fSN TOTAL 
COl\'US V.'Y 231 5.113 0 5.344 
Overseas \\'Y ~60 ~~ }60 478 
Total V.'Y 491 5.171 160 S.8~ 

NARR.ATl\'£: Work years are an estimate obtained from budget data. No specific 
manapower accounting system exists for Security Assistance work years. 

CONUS: The civilian and military work years are assigned to provide logistical. 
financial. training. and other types ofadministrative suppon to the Foreign Mi1iwy Sales 
Program. Civilian pay is funded fi'om FMS ldministrative fimds. Military pay is financed 
from the Military Pay Appropriations. 

OVERSEAS: There are FMS administrative work years at overseas Security 
Assistance Offices (SAO's) that are in support ofFMS activities. U.S. Military and 
Civilians are stationed in Foreign Countries to provide administrative suppon for Security 
Assistance Program implementation. Foreign Service Nationals (FSNs) are also hired to 
provide administrative suppon. 

SOURCE: 
DSAA Blue Book. 
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Supplemental 

PART Ill - SUPPLEMENT AL FINANCIAL AND 
MANAGEMENT INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES CFMSl TRUST FUNJ). 
ACCOUNT 8242: 

Cost of Work Yean Used for Administration oftlae Secarity Assistance Program 

THOUSANDS (S X 000) 

F\' 1995 ACTIVITY AR.\f\' NAVY USAF .Rf.ll mmB mw. 
Actual Cost $93.6 $64.0 $99.2 $45.6 $46.0 $348.4 
Budget $93.7 $64.3 $99.6 $45.6 $47.8 $351.0 

F\' 1994 ACTI\TIY AR.\fY MU llMf l!W m:llER mLY: 
Actual Cost $91.8 $629 $86.6 $44.5 $17.6 $3034 
Budget $92.7 $63.7 $87.3 $45.0 $18.9 $307.6 

DSAA& 
F\' 1993 ACTI\"ln': ARM\' NA\'\' USAF m:.il mJltB I2li!: 
Actual Cost $90.4 $60.3 $76.5 $36.5 $17.8 $281.5 
Budget $91.5 $65.5 $74.S $24.0 $17.5 $273.0 

DSAA& 
F\' 1992 ACTl\1TI' NAVY USAF DFAS OTHER4BMl'. I2li!: 
Actual Cost $90.1 $60.9 $76.0 $22.6 $36.2 $285.8 
Budget $90.0 $67.5 $83.1 $19.l $19.3 $279.0 

DSAA& 
F\' 1991 ACTIVITY ARMY~ lllif ~ SllJIEB mm 
Actual Cost $87.2 $61.1 $91.3 $15.2 $17.4 $272.2 
Budget FY 1991 ACTJVJTYISNOT AVAD..ABLE 
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------------------- Supplemental 

PART Ill - SUPPLEMENTAL FINANCIAL A.1'1> 
. MANAGEMENT INFORMATION 

A. ADDITIONAL PERFORMANCE Th1>1CATORS 

FOREIGN MILITARY SALES (fMS> TRUST FUND. 
ACCOUNT 8242: 

Cost of Work Years Used for Administration oftbe Security AlsistaDce Program 

(Continued) 


NARRATJ\'E: 
Costs include direct payroll costs.. benefits. moving costs. automatic data 


processing. other services. and etc. 


SOl~CE: 
DSAA Blue Book and Monthly DoD Status ofAllotment Repon. 
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Supplemental 

PART Ill • SUPPLEME1'"TAL FINANCIAL AND MANAGEME1'"T 
INFORMATION 

A. ADDITIONAL PERFORMANCE ll\"DICATORS 

FOREIGN MILITARY SALES (FMS} TRUST FUND {ACCOU1'"T 

8242): 


Reconciliation of the Number ofCases Open at rascal Vear End: 


SIP30, 1995 ARMY NAVY 1!M! mm! MJK TOTAL 
POSmON: 
Beg. Balance(Open) 5.757 5.210 4,536 1,142 0 16.645 
Add New 8:. Mod Cases ill ill 2Q.Q ~ Q 2220 
Subtotal 6.502 5,835 5.136 1,392 0 18.865 
Less: Cases Closed U,22 809 lli ill Q llfil 
Subtotal S.203 5.026 4,400 1,069 0 15.698 
+/. Mods 8:. Adj 130 44 ~ l Q ill 
End. Balance (Open) 5.333 5.070 4.436 1.077 0 15.916 

SIP 30.1994 ABm: NAVY lJMI OTHER ~ TOTAL 
POSITIO~: 
Beg Balance(Open) 6.245 5.298 4,706 1.232 0 17.481 
Add New &: Mod Cases 732 632 .lli Q 2148~ 
Subtotal 6.977 5,930 5.262 ).460 0 19.629 
Less· Cases Closed J..lQl 763 774 ~ Q 3 184 
Subtotal 5.676 5,167 4,488 1.114 0 16.445 
•/. Mods&: Adj !! il 48 ~ Q 200 
End. Balance (Open) 5.757 5.210 4.536 1.142 0 16.645 

SIP30.1993 AB.MY &n 1!M! 2!nB .MlK TOTAL 
POSmON: 
Beg. Balance(Open) 6,733 5,360 4,810 1.287 0 18.190 
Add: New & Mod Cases :m ~ lli m .Q UZ2 
Subtotal 7,526 5,990 5,386 l,564 0 20.466 
Less: Cases Closed I 344 2ll m m Q l.112 
Subtotal 6,182 5.259 4,663 1,236 0 17.340 
+/.Mods & Adj 63 12 il ~ .Q ill 
End. Balance (Open) 6,245 5.298 4.706 1,232 0 17.481 
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------------------- Supplemental 

PART 111- SUPPLEMENT AL FINANCIAL AND MANAGEMENT 
INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES CFMS) TRUST FUND <ACCOUNT 
8242): 

Reconciliation oftbe Number of Cases Open at Fiscal Year End: 
(Continued) 

SEP 30. 1992 AJW.l: NAVY llliI ~ MJSC TOTAL 
POSITJOS: 
Beg. Balance(Open) 6,890 5,208 4,846 1.364 0 18.308 
Add New & Mod Cases .2QQ 658 ~ m Q 2440 
Subtotal 7,796 5.866 5.451 1.635 0 20.748 
Less: Cases Closed l 140 576 660 360 Q 2 736 
Subtotal 6,656 5,290 4.791 l.275 0 18.012 
...;. Mods & Adj 77 _1Q 19 _u Q m 
End Balance (Open) 6.733 5.360 4.810 1.287 0 )8.190 

SEP 30. 1991 ARMY NA\'\' ~ 2IBll MlK IQLll 
POSJTIOS: 
Beg. Balance(Open) 6.833 5.0ZO 4.858 1.412 0 J8.lZ3 
Add. New & Mod Cases l 156 695 @ llQ Q 28ZS 
Subtotal 7.989 5.715 5.525 l.722 0 20.951 
Less. Cases Closed l 099 507 679 ill Q ~ 
Subtotal 6.890 5.208 4.846 l.364 0 18.308 
~1- Mods & Adj Q Q Q Q Q Q 
End. Balance (Open) 6,890 5.208 4,846 1.364 0 18.308 

• Value is calculated from other lcnown amounts. 
NARR.ATIVE: 

This performance indicator reconciles the number ofactive FMS sales CISeS at the end 
ofeach fisc:al year. 

SOURCE: 
DSAA 1200 System. 

204 




Append.ix A. Disclaimer of Opinion and Financial Statements Audited 

Supplemental 

PART Ill - SUPPLEMENTAL Fl~A.~CIAL AND MANAGEMENT 
Th"FORMATJON 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILJT ARY SALES (IMS} TRUST FUND (ACCOlll''T 
8242): 

Rttonritiation oftbr VaJur ofCases Open at Yacal Year End: 

DOLLARS IN 1liOUSA.~1>S ($ x 000) 
SEPTEMBER 
30, 1995 
rosmox: ARMY NAVY WI m:mR TOTAL 
Beg Balance 
Add: New 

60.503.037 
~635 293 

57,438.130 
l 355,558 

106,407,482 
'988 !44 

1,826.104 
~ 

226.174.753 
2054 ~18 

Cases•• 
Subtotal 63.138.330 60.793.688 109.395.626 1.901.326 235.218.971 
Less: Cases 3 844 904 'l67I14 ~ 7~ 098 JOO 263 JO 074 379 
Closed 
Subtotal 59.293.426 58.426574 105.633.528 1.801.063 ::5.154.592 
-;. Mods& -393 028 -163 474 -542 521 -49 142 -I J38 166 
Adj 
End Balance 58.910.398 58.263,100 105.091.007 1,751.921 224.016.426 

SEPTEMBER 
30, 1994 
rosmo~: 4BID.: &U USAF mmR TOTAL 
Beg Balance 
Add New 

61.775.801 
2 013 972 

56.573.801 
J 545 795 

101,818.196 
§ 2:16 138 

1,641.405 
359451 

2:? 1.809.203 
i: 86~ 356 

Cases•• 
Subtotal 63,789.773 60,119.596 108,764,334 2.000.856 234.674.559 
Less.Cases ~ 057 325 i090171 12~l 289 lliJ.!2 7,l,25 674 
Closed 
Subtotal 60.732,448 58,029,425 106,842.345 1,844,667 227.448.885 
+/-Mods&. :m.ill. ~ ~ ~ -1214 m 
Adj 
£nd Balance 60,503,037 57,438,130 106,407,482 1,826.104 226.174.753 
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PART Ill - SUPPLEMENT AL FINANCIAL AND MANAGEME1'7 
INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

FOREIGN MILITARY SALES {FMS} TRUST FUND 'ACCOU1'7 
8242): 

Reconciliation oftbe Value of Cases Open at Fiscal Year £od: (Continued) 
SEPTEMBER 
30. 1993 
POSJTIO!'li: A&m: NAV\' l!M[ 01HER TOTAL 
Beg Balance 58.821.935 52.829.8]) 82.884.064 1,740.046 196.:?75.856 
Add: New 2 ~87 235 44464]3 ~I ll~ 646 46699 ll ~15 993 
Cases•• 
Subtotal 66,409.170 57.276.224 104,019,710 1,786.745 229.491.849 
Less: Cases I 458 ll7 ~I§ J51 l 129 447 109 591 l ~ll 3~6 
Closed 
Subtotal 64.951.033 56.760.073 l 02.890.263 1.677.154 226.278.523 
-I- Mods&: -l )75 2l~ -186272 -1Q7~067 -35 748 -4 469 320 
Adj 
End Balance 61.775.801 56.573.801 101.818.196 1.641.406 221.809.203 

SEPTEMBER 
30, 1992 
POSmO!li: 41.Ml: NA\"\' USAF OTHER TOTAL 
Beg Balance 56.938.759 48.574.718 78.121.828 1.695.306 185.330.611 
Add. New l 303 ~44 4 988 398 §~)'ii 215 954 J'i l7i 747 
Cases 
Subtotal 60.242.003 .53.563. 116 84,785.979 1.911.260 200.50:?.358 
Less:Cases 835 782 400249 1269442 156 798 H6~~71 
Closed 
Subtotal 59.406.221 53.162.867 83.516.537 1.754.462 197.8-40.087 
+/-Mods& ~ -l3l 056 :ill.m -14416 -l "'~~31 
Adj 
End Balance 58.821.935 S2.829.8ll 82.884,064 1,740.046 l 96.275.856 
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Supplemental 

PART III - SUPPLEMENT AL FINA.~CIAL AND MANAGEMENT 
ll\TORMA TION 

A. ADDITIONAL PERFOR..~CE INDICATORS 

FOREIGN MJLJT ARY SALES CFMSl TRUST FUND <ACCOUNT 
8242): 


Reconciliation of the Value ofCues Open at Fiscal Year End: (Continued) 


SEPTI:MBER 
30, 1991 
POSITION: 
Beg Balance 
Add New 
Cases•• 

AR.'\fY 
47,258,696 
11 J22 373 

&n 
44.864,453 

J 996086 

~ 
71.626,632 
am 988 

mmB 
1.513.934 
m.ill 

I.Qll!: 
165.263,715 

2J 7§7 ~85 

Subtotal 58.651.069 48.860.539 79.758,620 1.781.072 189.051.300 
Less: Cases J 8~;p10 285 821 J,63§ 79~ ~ J 840 689 
Closed 
Subtotal 56.818.759 48,574,718 78.121.828 1.695.306 185.210.61 I 
+I- Mods & 
Adj 

Q Q Q Q Q 

End Balance 56.818.759 48.574.718 78.121.828 1.695.306 185.:10.61 I 

NARR.~Tl\"E: 
This performance indicator reconciles the value ofactive FMS cases at the end ofeach 

fiscal year.•• These values include all "new cases" for FY 1995, FY 1994. FY 1993. FY 1992. and 
FY 199 I and all case amendments and modifications for all fiscal years. 

SOURCE: 
DSAA 1200 System. 
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------------------- Supplemental 

PART III ·SUPPLEMENTAL FINANCIAL AND MANAGEME1'7 
11\"FORMATION 

A. ADDmONAL PERFORMANCE ll\1>1CATORS 

FOREIGN MILITARY SALES <FMS> TRUST FUND <ACCOUNT 
8242): 

Overseas Work Years Used for Administration oftbe Secarity Assistutt Propam by 
Fiscal \'ear: 

F\' 1995 ACTI\1n· Mll.TT~R'\' J.!~.m: m mw. 
Work Years Used 262 61 168 491 

F\' 1994 ACTJ\1n· MlblTAR\' J.!.5.m· m ll2lil. 
Work Years Used 261 64 172 497 

F\' 1993 ACTl\1TY Mll.TTARY J.!.5.gy TOTAL~ 
Work Years Used 245 58 161 464 

F\" 1992 ACTJVtn· f!!ILTTARY J,;.S.Q\" TOTALm 
,.,~Work Years Used 226 52 145 • .> 

n· 1991 ACTJ\1n' MlLTTAR\" 11.5. Cl' rs~ I2li!: 
Work Years Used 260 58 160 478 

NARRATJ\'E: 
This represents military. U.S. Ci"ilian. and Foreign Service Nationals (FSNs) work years 

used by fiscal year. 

SOtTRCE: 
DSAA Blue Book. 
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Supplemental 

PART III - SUPPLEMENTAL FINANCIAL AND MANAGEMENT 
INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

Foreign Military Loan Liquidating Account <FMLLA> Financial 
(Account 4121): 

F"manciaJ Performance: Reimbunemeat ofDoD for Articles and Sen>ices 

THOUSANDS (S X 000) 
FY 1995 ACTIVJn·. END OF YEAR POSmON 
I IX4121 Principal and interest collections on 

defaulted Financing Bank and 
Conunerc:ial Guaranteed Loans and principal 
collections on the Guaranteed ponion of 
rescheduled loans. 149.870 

112968 Principal collections on Direct Loans 
and the direct ponion ofrescheduled 
loans. 673.622 

111468 Interest and Late Charges on direct 
and rescheduled Joans and late charges 
on defaulted Financing Bank and 
Commercial Guaranteed Loans. 262.683 

11X4I2 J Principal on Financing Bank 
loans transferred to 20X4521.097. 292.387 

I IX4121 Interest on Financing Bank 
loans transferred to 20X452 J. 

TOTAl COLLECTIONS 1.699.325 
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------------------- Supplemental
PART III - SUPPLEMEJ\"T AL FL~ANCIALAND MANAGEMEJ\"T 

INFORMATION 

A. ADDITIONAL PERFORMANCE Irt.'DICATORS 

Foreign Military Loan Liquidating Account <FMLLA> Financial 
<Account 4121): 

rmancial Performance: Reimbursement or DoD for Articles ud Services (Contiaued) 

FY 1994 ACTJ\"llY, E'l\'D OF YEAR POSmON 
11X4I2 I Principal and interest collections on 

defaulted Financing Bank and 
Conunercial GuBTIJlteed Loans and principal 
collections on the Guaranteed ponion of 
rescheduled loans. 34,423 

112968 Principal collections on Direct Loans 
and the direct ponion ofrescheduled 
loans. 544.704 

111468 Interest and Late Charges on direct 
ahd rescheduled loans and late charges 
on defaulted Financing Bank and 
C'ommercial Guarameed Loans. :?73.480 

11 X412 I Principal on Financing Bank 
loans transferred to 20X45:?1.097. 297.949 

11 X412 I Interest on Financing Bank 
loans transferred to 20X45:? I. 

TOTAL C'OllECTIONS 1.496.687 
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Supplemental 

PART Ill - SUPPLEMENT AL FINANCIAL AND MANAGEME1'7 
INFORMATION 

A. ADDmONAL PERFORMANCE INDICATORS 

Foreign Militan Loan Liquidating Account (FMLLAl Financial 
(Account 4121): 

Financial Performance: Reimbunement ofDoD for Anic:les and Senices (Continued) 

FY 1993 ACTJYilY, END OF YEAR POSmON 
11X4l2 l Principal and interest collections on 

defauhed Financing Bank and 
C'ommercial Guaranteed Loans and principal 
collections on the Guaranteed ponion of 
rescheduled loans. 30.213 

112%8 Principal collections on Direct Loans · 
and the direct ponion ofrescheduled 
loans. 461.654 

I I 1468 Interest and Late Charges on direct 
and rescheduled loans and late charges 
on defaulted Financing Bank and 
C'ommercial Guaranteed Loans. 290.988 

I I X4 I 2 I Principal on Financing Bank 
loans transferred to 20X452 I . 097. 260.910 

I IX4121 Interest on Financing Bank 
loans transferred to 20X452 I. 

TOTAL COl..l..ECTIONS l.412.449 
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~~~~~~~~~~~~~~~~~~~ Supplemental 

PART Ill - SUPPLEMENTAL FINANCIAL AND MANAGEME!\7 
INFORMATION 

A. ADDmONAL PERFORMANCE INDICATORS 

Foreign Militan Loan Liquidating Account CFMLLAl - Financial 
(Account 412)): 

Financial Performanre: REIMBURSEMENT OF DoD FOR ARTICLES Alli'D SERVICES 
(Continued) 

F\' 1992 ACTJVJTI', END OF YEAR POsmos 
11X4l2l Principal and interest collections on 

defaulted Fmancing Bank and 
Conunercial Guaranteed Loans and principal 
collections on the Guaranteed portion 
ofrescheduled loans. 100,818 

112%8 Principal collections on Direct Loans 
and the direct portion of rescheduled 
loans 381.091 

11 )468 Interest and Late Charges on direct 
and rescheduled loans and late charges 

on defaulted Financing Bank and 
Conunercial Guaranteed Loans. 277.884 

1IX4121 Principal on Financing Bank 
loans transferred to 20X452l .097. 255.697 

11 X412 I lnterest on Financing Bank 
loans transferred to 20X452 l . 

TOTAL C"Ol..LEC'TIONS 1.407.002 
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Supplemental 

PART 111 • SUPPLEME1''TAL FINANCIAL A.1'."D MANAGEMENT 
INFORMATION 

A. ADDITIONAL PERFORMANCE 11'"DICATORS 

Foreign Militan Loan Liquidating Account CFMLLAl ·Financial 
<Account 412]): 

FThANCIAL PERFORMANCE: Reimbanemmt of DoD for Articles and Services 
(Coatillaed) 

F\' 1991 AC1n11Y, END OF YE.AR POSITION 
11X4I21 Principal and interest collections on 

defauhed Financing Bank and 
Commercial Guaranteed Loans and principal 
collections on the Guaranteed ponion of 
rescheduled loans. 173.670 

I I 2%8 Principal collections on Direct Loans 
and the direct ponion ofrescheduled 
Joans. 237.156 

111468 Interest and Late Charges on direct and 
rescheduled loans and late charges on 
defaulted Financing Bank and 
Commercial Guarameed Loans. :?73.142 

I I X412 I Principal on Financing Bank 
loans tranSferred to 20X452 I.097. 0 

llX4121 lntereSt on Financing Bank 
loans transferred to 20X452 I Q 

TOTAL COLLECTIONS 683.%8 
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------------------- Supplemental 

PART Ill - SUPPLEMENT AL FINANCIAL AND MA.'lliJAGEME1'"T 
11''FORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

Foreign Military Loan Uquidating Account (fMLLAl Financial 
(Account 4121): 

FINANCIAL PERFORMANCE: Reimbursement ofDoD for Articles and Services 
(Continutd) 

NARRAm'E: 
This performance indicator compares the collections made to various accounts for several 

types ofloans. The collections are made for: (a) repayments ofguaranty disbursements made by 
DSAA for defaults or rescheduling and collected back into 11X4121 for new default 
disbursements: (b) repayments for direct loans and deposited into Treasury's miscellaneous 
receipt accounts 2968 and 1468; (c) repayments for Federal Finance Bank (FFB) loans and 
returned to FFB for borrowings from FFB. Collections ofmiscellaneous receipts (2968 and 
1468) have increased over the past three years due to increased principal collections for direct 
loans. Collections into 11X4121 have decreased the past three years due to rescheduling of 
certain countries which were primarily in arrears. 

SOURCE: 
General ledgers. Undisbursed Appropriation Account Repon (TFS 6653). and 

Undisbursed Appropriation Accounts - Trial Balance (TFS 6654). 
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Supplemental ----------------- 

PART III - SUPPLEMENTAL FINANCIAL AND MANAGEME!\i 
INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

Foreign Military Loan Liquidating Account CfMLLA> - Financial 
<Account 4121): 

FINANCIAL CONDmON: Assets to Liabilities Ratio 

MILLIONS (S X 000,000) 
F\' 1995 END OF YEAR POSmON :m:w.: 
Assets 8,SOI 
Liabilities 1..m 
Equity 619 

Assets to Liabilities Ratio 1.07:1 

FY 1994 END OF \'EAR POSmO!ll IQlib 
Assets 9,560 
Liabilities 7996 
Equity . l.S66 

Assets to Liabilities Ratio 1.2:1 

F\' 1993 END OF YEAR POSmON TOTAL 
Assets 10.287 
Liabilities 4148 
Equity 6.139 

Assets to Liabilities Ratio 2.S:l 

F\' 1992 END OF \'EAR POSmON ll!IAb 
Assets 10,920 
Liabilities illJ. 
Equity 6,507 

Assets to Liabilities Ratio 

1S6 

2.S:l 
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------------------- Supplemental
PART 111 - SUPPLEMENT AL FINANCIAL AND MANAGEMENT 

INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

Foreign Military Loan Liquidating Account (fMLLAl - Financial 
<Account 4121): 

FINANCIAL CONDmON: Alsels to Liabilities Ratio (Continued) 

FY 1991 ENDOFYEARPOSmON m:w. 
734Assets 


Liabilities 
 Q 
734Equity 

NIAAssets to Liabilities Ratio 

NARRAm"E: 
This perfonnance indicator represents the assets to liabilities ratio. Included in the asset 

balance are receivables for Federal Financing Bank (FFB) loans which equal the total liabilities 
which are borrowings from FFB. 

SOl'RCE: 

General Ledgers. 
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Supplemental 

PART III -SUPPLEMENTAL FINANCIAL AND MANAGEMENT 
INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

Foreign Militau Loan Liquidating Account CFMLLAl - Financial 
(Account 4121l: · 

Operating Costs 
THOUSANDS (S X 000) 

FY 1995 ACTJVJn'. END OF YEAR rosmoN mI.Y, 
Interest Expense on Federal Finance Bank Borrowings C316 554\ 
Total Operating Expenses (316,554) 

F\' 1994 ACTMlY. END OF YEAR POSmON I.2li!: 
Interest Expense on Federal Financ:e Bank Borrowings (341 534) 
Total Operating Expenses (341,534) 

FY 1993 ACTI\'ITY, END OF YEAR POSmOJIO mu!. 
Interest Expense on Federal Financ:e Bank Borrowings ~ 
Total Operating Expenses 364.534) 

F\' 1992 AC11\1n·. END OF YEAR POSITJO]I; T~ 
Interest Expense on Federal Financ:e Bank Borrowings <387 0901 
Total Operating Expenses (387.090) 

n· 1991 ACTI\'In'. El'l.'D OF YEAR POSJTIOS mLU: 
Interest Expense on Federal Finance Bank Borrowings 0 
Bad Debt Expense (7 677 116) 
Total Operating Expenses (7.677.116) 

NARRA11\'E: 
This perfonnanc:e indic:ator represents the c:osts assoc:iated with the liquidating ac:c:ount. 

The only c:ost was interest expense paid to the Federal Financing Bank (FFB) for borrowings on 
FFB loans administered by DSAA. The drop in interest expense fi'om FY 1992 through FY 199! 
is due to the dec:rease in loan princ:ipal as FFB Joans are paid otrby the c:ustomers. There are no 
new FFB loan rec:eivables to increase the princ:ipal balanc:e thus inc:reasing the interest expenses 

SOUR.CE: 
General Ledgers. 
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PART Ill - SUPPLEMENTAL FINANCIAL AND MA.~AGEMENT 
INFORMATION 

A. ADDITIONAL PERFORMANCE Th1>1CATORS 

Foreign Militan Loan Liquidating Account CFMLLAl - Financial 
<Account 412ll: 

Operating Resalts 

THOUSA.'lo'DS (S X 000) 
F\' 1995 ACTJ\Tn' IQ!A!. 
Revenues less Funds Returned to Treasury (105.367) 
Less: Expenses (364 832) 
Operating Results (470.199) 

F\' 1994 ACTI\1TY mw. 
Revenues less Funds Returned to Treasury (125.713) 
Less: Expenses (341 535) 
Operating Results (467.248) 

F\' 1993 ACTJ\Tn' TOTAL 
Revenues less Funds Returned to Treasury 47.538) 
Less. Expenses (364 534) 
Operating Results (412.072) 

F\' 1992 ACTl\"JTI' mL.U. 
Revenues less Funds Returned to Treasury 80.644 
Less. Expenses C387 090) 
Operating Resuhs (306.446) 

FY 1991 ACTJ\1n· :mL\!. 
Revenues less Funds Returned to Treasury 115.923 
Less: Expenses 0 677116) 
Operating Results . (7.561.193) 
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Appendix A. Disclaimer of Opinion and Financial Statements Audited 

Supplemental 

PART III - SUPPLEMENTAL FINANCIAL AND MANAGEME:\I 
Th"FORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

Foreign Military Loan Liquidating Account CfMLLAl - Financial 
(Account 4121): 

Operating Resalu (Coatiaaed) 

NARRAID"E: 
This perfonnance indicator represents the difference between revenue and expenses in 

the account. The revenue is offset by the amount ofcollections that was returned to the 
Treasury which includes principal and interest. The large difference between FY 1992 and FY 
1993 operating resuhs is due to the large increase in funds returned to the Treasuty in FY 1993 
over FY 1992 (principal SSO million increase and interest $13 million). Jn FY 1991 Congress 
allowed one country to write-off its loan thus creating a bad debt expense ofS7.677.l 16.000 
Jn FY 1991 Federal Financing Bank loans were not included in the account therefore there was 
no interest expense in FY 1991 as there was in FY 1992 through FY 1995. 

SOt:RCE: 
General Ledgers 
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-------------------- Supplemental
PART III - SUPPLEMENT AL FINA.~CIAL AND MANAGEMENT 

INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

Foreign Military Loan Uguidating Account CfMLLAl - Financial 
(Account 4121): 


FINANCIAL CONDmON: Asset and Liability Account Balances And Ratio 

MILLIONS (S X 000,000) 

F\' 1995, YE.AR END POSmON TOTAL 
ASSETS 
Cash/Fund.Balance with Treasury l I 
Inventory 0 
Advances and Prepayments 0 
Accounts Receivable. Non-Federal 579 
Loans Receivable 1.ill 
TOTAL ASSETS 8,501 

LIABILITIES 
Accounts Payable. Non-Federal 0 
Other Liabilities 7.882 
Accounts Payable. Federal Q 
TOTAL UABILJTIES 7.882 

Assets to Liabilities Ratio I .07:1 

n· 1994, YEAR El'li1> POSmON TOTAL 
ASSETS 
Cash/Fund Balance with Treasury 433 
Inventory 0 
Ad\"ances and Prepayments 0 
Accounts Receivable. Non-Federal 500 
Loans Receivable ~ 
TOTAL ASSETS 9,560 

UABil.JTIES 
Accounts Payable. Non-Federal 0 
Other Liabilities 7,996 
Accounts Payable. Federal .Q 
TOTAL LIABil..JTIES 7,996 

Assets to Liabilities Ratio 1.2: l 
PART Ill - SUPPLEMEJ\"T AL FINANCIAL AND l\1ANAGEME1'1 
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Supplemental 
INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

Foreign Military Loan Liquidating Account <FMLLA>- Financial 
(Account 4121): 

FINANCIAL CONDmON: Asset and Liability Account Balances Aad Ratio 
(Continued) 
F\' 1993, YEAR END POsmoN 
ASSETS 
Cash/Fund Balance with Treasury 901 
Inventory 0 
Advances and Prepayments 0 
Accounts Receivable. Non-Federal 426 
Loans Receivable 8958 
TOTAL ASSETS 10.285 

LIABILITIES 
Accoums Payable. Non-Federal 0 
Other Liabilities 4.148 
Accounts Payable. Federal Q 
TOTAL LIABILITIES 4.148 

Assets to Liabilities Ratio 2.5:1 

FY 1992. \'EARENDPOsmos IQLil 
ASSETS 
Cash/Fund Balance with Treasury 1.331 
Inventory 0 
AdYances and Prepayments 0 
Accounts Receivable. Non-Federal 369 
Loans Receivable 9219 
TOTAL ASSETS 10.919 

UABil.JTIES 
Accounts Payable. Non-Federal 0 
Other Liabilities 4.413 
Accoums Payable. Federal Q 
TOTAL LIABil.ITIES 4.413 

Assets to Liabilities Ratio 2.5:1 

PART Ill - SUPPLEMENTAL FINANCIAL AND MANAGEMENT 
INFORMATION 
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------------------- Supplemental 

A. ADDITJONAL PERFORMANCE INDICATORS 

Foreign Militan Loan Liquidating Account CFMLLAl - Financial 
(Account 4121): 

FINANCIAL CONDmON: Asset ud Liability Accoaat Balances And Ratio 
(Continued) 

FY 1991, YEAR END rosmoN TOTAL 
ASSETS 
Cash/Fund Balance with Treasury 34 
Inventory 0 
Advances and Prepayments 0 
Accounts Receivable. Non-Federal 175 
Loans Receivable ill 
TOTAL ASSETS 733 

LIABILITIES 
Accounts Payable. Non-Federal 0 
Other Liabilities 0 
Accounts Payable. Federal .Q 
TOTAL LIABILITIES 0 

Assets to Liabilities Ratio NiA 

SARR.t.TI\'E: 
This performance indicator shows the make up ofthe assets and liabilities ofthe account 

The fund balance \\ith Treasury decreased from FY I994 to FY I995 due to disbursements made 
for direct loans. The loan receivables are lower due to the increase in principal collections in FY 
J9<J4 and FY 1995. 

SOl'.RCE: 
General Ledgers. 
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Supplemental 

PART Ill· SUPPLEMENTAL FINANCIAL AND MANAGEMEJ\I 
Th'FORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

Foreign Military Financing Direct Loan Financing Account 
<FMFDLFAl (Account 4122>: 

FI!liANCIAL PERFORMANCE: Reimbanemeat for Articles ud 
Sen·ites 

THOUSANDS (S X 000) 

FY 1995 ACTIVJT\'. END OF YEAR rosmoN 
Total Collections 

:mli!: 
93.698 

F'\' 1994 ACTJ\'JT\'. END OF YEAR rosmos 
Total Collections 

IQli!. 
S0.666 

F\' 1993 ACTIVJT\', END OF \'EAR rosmoN 
Total Collections 

FY 1992 ACTIVJT\', END OF \'EAR POSmON 
Total Collections 

TOTAL 
0 

FY 1991 ACTJ\'JT\'. END OF YEAR POSmON TOTAL 
Total Collections 0 

NARRATl\'E: 
This accoum was established in FY 1992. There was no collection activity in FY 199~ 

or FY 1993. Collections were started in FY 1994. 

SOURCE: 
General ledgers. Undisbursed Appropriation Account Repon (TFS 6653). and 

Undisbursed Appropriation Accounts - Trial Balance (TFS 6654). 
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------------------- Supplemental 

PART Ill ·SUPPLEMENTAL FINANCIAL Al\1> MA.~AGEMENT 
11'TORMA TJON 

A. ADDITIONAL PERFORMANCE n-.'DJCATORS 

Foreign Militan Financing Direct Loan Financing Account 
(fMFDLFA){Account 4122): 

FINANCIAL CONDmON: Assets to Uabilities Ratio 

THOUSANDS (S X 000) 
F\' 1995, ESD OF \'EAR POSmON TOTAL 
Assets 2.465,785 
Liabilities 2465 739 
Equity 46 

Asset to Liabilities Ratio 1:1 

n 1994, ESD OF \'EAR POSmON TOTAL 
Assets l.946.779 
Liabilities I 946 73':! 
Equity 46 

Asset to Liabilities Ratio I :I 

n· 1993. END OF \'EAR POSITION TOTAL 
Assets 1.200.046 
Liabilities 1 200000 
Equity 46 

Asset to liabilities Ratio I: I 

n· 1992. END OF YEAR POSmON 
Assets 
Liabilities 
Equity 

Asset to Liabilities Ratio I :I 
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Appendix A. Disclaimer of Opinion and Financial Statements Audited 

Supplemental 
PART Ill - SUPPLEMENTAL FINANCIAL AND MANAGEME1'1 

INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

FINANCIAL CONDmON: A.nets to Liabilities Ratio (Coatinaed) 

FY 1991, END OF YEAR POsmoN TOTAL 
Assets NIA 
Liabilities NIA 
Equity NIA 

Asset to Liabilities Ratio NIA 

J'liARRATT\"£: 
This perfonnance indicator represents the difference between assets and liabilities. The 

ratio remains constant from FY 1992 through FY 1995. The dollars increased by the new loan 
agreements signed in FY 1994 and FY 1995. Equity consists ofunobligated appropriated 
funds 

SOFRCE: 
General Ledgers. 
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------------------- Supplemental 

PART Ill - SUPPLEMENT AL FINANCIAL AND ~AGEME:!\I 
INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

Foreign Military Financing Direct Loan Financing Account 
<FMFDLFA)(Account 4122): 
Operating Costs: 

THOUSANDS (S X 000) 

F\. 1995 ACTJVIn', END OF \'EAR POSmON 
Subsidy Expense 
Administrative Expenses 
Total Operating Expenses 

F\' 1994 ACTJ\TIY, END OF \'EAR POSmO!ll 
Subsidy Expense 
Administrative Expenses 
Total Operating Expenses 

F\' 1993 ACTJ\1IT\', END OF \'EAR POSITION 
Subsidy Expense 
Administrative Expenses 
Total Operating Expenses 

F\' 1992 ACTJ\'ln', El\"D OF \'EAR POSITION 
Subsidy Expense 
Administrative Expenses 
Total Operating Expenses 

F\' 1991 AC'TJVIn·, END OF \'EAR POSITION 
Subsidy Expense 
Administrative Expenses 
Total Operating Expenses 

NARRAm'E: 

llllAl: 
42.774 

Q 
42,774 

mm 
38.118 

Q 
38,118 

TOTAL 
136.746 
~ 

136.946 

mw.. 
S0.102 

Q 
S0.102 

:m!AL 
NIA 
NIA 
NIA 

This performance indicator measures the operating expenses for the ICCOUllt. The subsidy 
expense increased from FY 1994 to FY 1995 due to the increase in loan agreements (dollars) 
signed in FY 1993. Funds for administrative expenses were apportioned only in FY 1993. 

SOURCE: 
General Ledgers. 
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Supplemental 

PART III - SUPPLEMENTAL FINANCIAL AND MANAGEMI?\I 
INFORMA TJON 

A. ADDITIONAL PERFORMANCE INDICATORS 

Foreign Military Financing Direct Loan Financing Accounting 
<FMFDLFA)(Account 4122): 
Operating Results 

THOUSANDS (S X 000) 
F\' 1995 ACTIVITY, END OF YEAR POSITION IQli!, 

Appropriations Expensed Plus Revenues 98.243 
Less: Operating Expenses {2l.lli.} 
Operating Resuhs 0 

FY 1994 ACTJ\'JlY, END OF YEAR POSITION IlllAl: 
Appropriations Expensed Plus Revenues 65.566 
Less: Operating Expenses ~ 
Operating Results 0 

F\' 1993 ACTIVJlY, END OF YEAR POSITION TOTAL 
Appropriations Expensed Plus Revenues 136.946 
Less: Operating Expenses ()36 946) 
Operating Resuhs 0 

F\' 1992 ACTl\'JlY, END OF YEAR POSITIO~ llllA!. 
Appropriations Expensed Plus Revenues 50.102 
Less: Operating Expenses tiQJQll 
Operating Results 0 

n· 1991 ACTIVITY, END OF YEAR POSITIO~ TOT.U 
Appropriations Expensed Plus Revenues NIA 
Less: Operating Expenses NIA 
Operating Resuhs NIA 

NARRATIVE: 
This perl'onnance indicator measures the operating remhs ofthe account. Net resuhs 

from operations must equal zero for credit reform loans. The dollars increased &om FY I 992 
to FY I995 due to increase in loan agreements signed. The account was established in FY 
1992. therefore there are no balances for FY 1991. 

SOURCE: 
General Ledgers. 
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------------------- Supplemental
PART Ill ·SUPPLEMENTAL FINANCIAL AND MANAGIME1'"T 

INFORMATION 

A. ADDITIONAL PERFOR"l\tANCE INDICATORS 

Foreign Military Financing Direct Loan Financing Account 
CFMFDLF A){Account 4122l: 

FIJliANCIAL CONDmON: Asset Alld Liability Accoant Bllutces Alld Ratio 

TIIOUSANDS ($ X 000) 
FY 1995 ACTI\'ln', END OF YEAR POSmON 
ASSETS 

Fund Balance with Treasury 500,186 
Inventory 0 
Advances and Prepayments 0 
Accounts Receivable. Federal Intra-government 1,487,195 
Loans Receivable 9,355 
Subsidy ~ 

Total Assets 2.465,785 

LlABILJTlES 
Accounts Payable. Non-Federal 0 
Debt 788.328 
Other Liabilities 0 
Accounts Payable. Federal 1677411 

Total Liabilities 2,465.739 

Assets to Liabilities Ratio 1:1 
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Supplemental 

PART Ill • SUPPLEME1'7 AL FINA.'lliWCIAL AND MANAGEME1'7 
Ll\TORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

Foreign Militan Financing Direct Loan Financing Account 
CFMFDLFA)(Account 4122): 


FlNANCIAL CONDmON: Asset and Liability Accouut Balauces aad Ratio 

(Coutiaued) 

F\' 1994 ACTl\1n', END OF \'EAR rosmo:s TOTAL 
ASSETS 

Fund Balance with Treasury 357.397 
Inventory 0 
Advances and Prepayments 0 
Accounts Receivable. Federal Intra-government 1.339.104 
Loans Receivable · 4.lSI 
Subsidy 246 127 

Total Assets 1,946.779 

LIABILITIES 
Accounts Payable. Non-Federal 
 0 
Debt 
 413.167 
Other Liabilities 
 0 
Accounts Payable. Federal 
 I 533 'i66 

Total Liabilities 1.946.733 

Assets 10 Liabilities Ratio 
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------------------- Supplemental 

PART Ill - SUPPLEMENTAL FINANCIAL AND MANAGEME1'"T 
IJ\'FORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 


Foreign Military Financing Direct Loan Financing Account 

. <FMFDLF A)(Account 4122): 

FINANCIAL CONDmON: Asset and Uability Account Balances & Ratio (Continued) 
F\' 1993 ACTIVJlY. END OF YEAR POsmoN mu.I. 
ASSETS 

Fund Balance with Treasury 186.894 
Inventory 0 
Advances and Prepayments 0 
Accounts Receivable. Federal lntra-govenunent 1.013.152 
Loans Receivable 2 

Total Assets J.200.046 

Ll..\BIUTIES 
Accounts Payable. Non-Federal 0 
Other Liabilities 0 
Accounts Payable. Federal 1.200 000 

Total Liabilities l.200.000 

Assets to Liabilities Ratio 1:1 

FY 1992 ACTJ\Tn', END OF YEAR POSmON 
ASSETS 

Fund Balance with Treasury 50,148 
Inventory 0 
Advances and Prepayments 0 
Accounts Receivable, Federal Intra-government 294.898 
Loans Receivable 2 

Total Assets 345.046 

LIABil..ITIES-
Accounts Payable, Non-Federal 
 0 
Other Liabilities 
 0 
Accounts Payable, Federal 
 345 000 

Total Liabilities 345.000 

Assets to Liabilities Ratio ] · J 
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Supplemental 
PART Ill -SUPPLEMENTAL FINANCIAL AND MANAGEM£1'T 

INFORMATION 

A. ADDITIONAL PERFORMANCE INDICATORS 

Foreign Militan Financing Direct Loan Financing Account 

CFMFDLF A)(Account 4122>: 


FINANCIAL CONDmON: Asset aad Liability Acco-t lblaaces aad Ratio 
(Continued) 

F\' 1991 AC11VITY. END OF YEAR POSmON 

ASSETS 


Fund Balance with Treasury 
 NIA 
Inventory NIA 
Ad\lances and Prepaymems NIA 
Accounts Receivable. Federal Intra-government NIA 
Loans Recei\'able NIA 

Total Assets NIA 

LIABll.ITIES 

Accounts Payable. Non-Federal 
 NIA 
Other Liabilities NIA 
Accounts Payable. Federal NIA 

Total Liabilities NIA 

Assets to Liabilities Ratio NIA 

NARR.ATl\'E: 

This perfonnance indicator compares the makeup ofthe assets and liabilities in the 


account. The doUar figures increased from FY I994 to FY 1995 due to the new loan 

agreements signed in FY 1995. 


. SOURCE: 
General Ledgers. 
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______________Audit Opinion 

DEFENSE SECURITY 

ASSISTANCE AGENCY 


PART IV 


AUDIT OPINION 


173 

*Page 174 of the Defense Security Assistance Agency, Part IV, Audit Opinion, is blank. 
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Appendix B. Accounting Entries Under Existing 
and Recommended Accounting Systems 

The pro forma entries in this appendix illustrate the accounting entries recorded 
within the FMS Trust Fund general ledger during execution of a hypothetical 
FMS case. The variety, number, and timing of the entries may differ according 
to type of case and circumstances recorded. Under the existing accounting 
system, DFAS-DE records all collections and disbursements in the unearned 
revenue account. Under the recommended system, the earned part of 
collections would be recognized as revenue, and disbursements would be 
recognized as expenses. New accounts, such as sales, cost of sales, and expense 
accounts, would be used to determine the net operational results. 

Letter of Offer and Acceptance 

Value 
A. Contract value 	 $100,000 
B. Total nonrecurring cost 	 20.000 
C. Estimated cost (A + B) 	 120,000 
D. Administrative Fee 	 3.600 
E. Total case value (C + D) 	 123,600 
F. Initial Deposit 	 35,000 
G. 	 Administrative expense disbursed 

at Trust Fund level to a Military 
Department with revenues from 
several cases 4,000 
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Appendix B. Accounting Entries Under Existing and Recommended Accounting 
Systems 

Accounting Entries Under the Existing Accounting System 

1. FMS customer provides DFAS-DE with a signed Letter of Offer and 
Acceptance and the initial deposit. DFAS-DE records receipt. 

1011 Funds collected $35,000 
2312 Unearned revenue $35,000 

2. DFAS-DE generates the quarterly FMS billing statement. 

1313.1 Accounts receivable public-current $88,600 
2411 Liability for deposit funds/ suspense account $88,600 

3. DFAS-DE receives payment of amount due on the quarterly FMS billing 
statement. 

1011 Funds collected $88,600 
2312 Unearned revenue $88,600 

2411 Liability for deposit funds/suspense account $88,600 
1313.1 Accounts receivable public-current $88,600 

4. DFAS-DE records the reimbursement for administrative surcharge expenses. 

2312 Unearned revenue $4,000 
2111 Accounts payable government-current $4,000 

2111 Accounts payable government-current $4,000 
1012 Funds disbursed $4,000 

5. The implementing agency reports accrued expenditures unpaid. 

2312 Unearned revenue $100,000 
2113 Accounts payable-public $100,000 

6. The implementing agency reports payment to the Defense contractor. 

2113 Accounts payable-public $100,000 
1012 Funds disbursed $100,000 

7. The implementing agency reports self-reimbursement for nonrecurring costs. 

2312 Unearned revenue $20,000 
1012 Funds disbursed, allotment $20,000 

direct program 
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Systems 

Accounting Entries When Revenues and Expenses are 

Recognized 


1. Because transaction 1 includes earned revenue equal to 50 percent of the 
administrative surcharge, that earned amount would be credited to a revenue 
account instead of the unearned revenue account. The proposed entry would be: 

1011 Funds collected $35,000 
2312 Unearned revenue $33,200 
xxxx An appropriate revenue account $1,800 

2. Because the amount receivable includes earned revenue for delivered 
Defense articles and services, in addition to estimated termination liability and 
other forecasted cash requirements, transaction 2 will have to recognize revenue 
from deliveries. Assuming termination liability will not be recognized in a 
separate account, and assuming earned revenue was $50,000, the proposed entry 
would be: 

1313. l Accounts receivable public-current $88,600 
xxxx An appropriate revenue account $50,000 
2411 Liability for deposit funds/suspense account $38,600 

(Note: The credit to account 2411 holds 
termination liability and the forecasted 
cash requirements) 

3. In transaction 3, only the unearned collections would be credited to the 
unearned revenue account. The proposed entry would be: 

1011 Funds collected $88,600 
1313.1 Accounts receivable public-current $88,600 

2411 Liability for deposit funds/suspense account $38,600 
2312 Unearned revenue $38,600 

4. In transaction 4, the actual administrative costs are recorded. A new cost 
account would be established instead of the unearned revenue account to 
accumulate those actual costs. The new account will help determine the residual 
or excess in the surcharge accounts. Assuming the new account is named 
Actual Administrative Surcharge, the proposed entries would be: 

xxxx Actual administrative surcharges $4,000 
2111 Accounts payable government-current $4,000 

2111 Accounts payable government-current $4,000 
1012 Funds disbursed $4,000 

5. Although under the existing system, transaction 5 should accrue 
expenditures, it actually does not. Because the contractor incurred costs were 
directly chargeable to the foreign military sales case, the proposed entry would 
include a cost account representing that case. Assuming the account would be 
titled Incurred Costs: Case No. AB-C-DEF, the proposed entry would be: 
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Systems 

xxxx Incurred Costs: Case No. AB-C-DEF $100,000 
2113 Accounts payable-public $100,000 

6. Transaction 6 will not change the accounting treatment. 

7. In the proposed system, the unearned revenue will not be debited. 
Appropriate cost account would be debited. Because the implementing agency 
incurred costs were directly chargeable to the foreign military sales case, the 
proposed entry would include a cost account representing that case. Assuming 
the account would be titled Incurred Costs: Case No. AB-C-DEF, the proposed 
entry would be: 

xxxx Incurred Costs: Case No. AB-C-DEF $20,000 
1012 Funds disbursed, allotment $20,000 

direct program 
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Appendix C. Audit Process 

We examined the September 30, 1995, statement of financial position and the 
statement of operations and changes in net position and related notes for the 
FMS Trust Fund. Other combining statements and related notes that DSAA 
prepared, but not examined by us, included the Statements of Financial Position 
and the Statements of Operations and Changes in Net Position for the Special 
Defense Acquisition Fund, Foreign Military Loan Liquidating Account, and 
Foreign Military Financing Direct Loan Financing Account. The FY 1995 
combined DSAA statement of financial position reported assets of $27.4 billion, 
of which $15.8 billion was for the FMS Trust Fund. The statement of financial 
position of the FMS Trust Fund included seven accounts including fund 
balances with the Treasury, cash, accounts receivable - transactions with non
Federal (governmental) entities, accounts payable - transactions with Federal 
(governmental) entities, accounts payable - transactions with non-Federal 
(governmental) entities, liability for deposit funds/suspense account - other non
Federal (governmental) liabilities, and unearned revenue - advances from 
public - other non-Federal (governmental) liabilities. DSAA is responsible for 
administering the Secretary of Defense security assistance responsibilities and is 
primarily a policy and management oversight organization. The Military 
Departments are responsible for implementing and executing the FMS program. 
DFAS-DE provides centralized accounting services for DSAA. The statement 
of financial position and the statements of operations and changes in net position 
on which we made our examination were submitted to us on January 31, 1996. 

Scope 

We evaluated the DSAA and DFAS-DE internal management control structure 
related to the FMS Trust Fund. Also, we evaluated compliance with laws and 
regulations directly affecting the financial statements and other laws and 
regulations designated by OMB. Our review covered the statement of financial 
position and the statement of operations and changes in net position and related 
general ledger account balances as of September 30, 1995. In making our 
review, we verified or attempted to verify balances to subsidiary records and 
supporting source documentation generated by the accounting system. 
DFAS-DE maintained the DIFS, which produced the general ledger accounts 
for the FMS Trust Fund. 
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Limitations to Scope. The following circumstances limited our review of the 
general ledger accounts. 

o We were unable to test $13.4 billion of disbursements made in 
FY 1995, because based on the absence of the needed voucher number and day 
of disbursement, DFAS, Columbus was unable to readily locate and furnish the 
sampled disbursement transactions. DIPS did not retain the missing data that 
DFAS, Columbus, had transmitted to the DIPS at the time of disbursement. 
Also, absence of a reasonably accessible audit trail precluded us from verifying 
$370.5 million of undistributed disbursements accumulated since 1989. 

o The PMS Trust Fund did not report the Navy accounts payable; 
therefore, we were unable to identify a universe for testing. 

o We were unable to test $13.1 billion recorded in the unearned 
revenue - advances from public - other non-Federal (governmental) liabilities, 
because DFAS-DE was unable to provide detail by subsidiary ledger accounts. 

Performance Measures. We did not test performance measures. In the 
overview of the FY 1995 financial statements, DSAA stated that the 
performance measures were not directly linked to its plans, goals, and 
objectives. Levels of sales (or most other financial measurements) were not 
linked to the effective accomplishment of the DSAA mission. 

Methodology 

An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statement, including the accompanying notes. 
An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall statement 
presentation. We believe that our audit efforts provided a reasonable basis for 
our results. 

Internal Control Structure. Our consideration of the internal control structure 
included obtaining an understanding of the internal control policies and 
procedures, as well as assessing the level of control risk relevant to all 
significant cycles, classes of transactions, or account balances. For those 
significant policies and procedures that had been properly designed and placed 
in operation, we performed sufficient tests to assess more fully whether those 
controls were effective and working as designed. 

Significant Policies and Procedures. Significant internal control structure 
policies and procedures that were considered as part of our understanding of the 
structure included: 

o DoD Financial Regulation volume 15, which establishes procedures 
for security assistance activities involving accounting, budgeting, fiscal matters, 
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management, and pricing for reimbursements to DoD appropriation accounts 
and revolving funds; auditing; international balance of payments; and matters 
affecting the DoD budget. 

o DoD Manual 5105.38, "Security Assistance Management Manual," 
October 1988, which provides information and instructions needed to carry out 
the administration of the FMS program and related activities. 

Statistical Sampling. Statisticians at the Quantitative Methods Division, Audit 
Planning and Technical Support Directorate, Inspector General, DoD, 
developed a statistical sampling plan for testing the FMS Trust Fund 
disbursements. The audit universe for the FMS Trust Fund consisted of 
1,203 disbursing stations with total disbursements of $13.4 billion. The sample 
transactions were based on the total disbursements made by the disbursing 
stations in FY 1995. We excluded from the universe all disbursing stations with 
less than $1 million of disbursements. A total of 117 disbursing stations that 
disbursed $13.39 billion in 1,707,000 transactions remained in the sampling 
plan. Although a sampling plan was designed, we were unable to conduct the 
review because disbursement vouchers were not readily available at DFAS, 
Columbus. 

Computer-Proc~d Data. We reviewed the DSAA and DFAS organizations' 
computer-processed data for fund balances with the treasury, accounts 
receivable, accounts payable, and unearned revenue for the FMS Trust Fund. 
Based on our review and the tests we conducted, we concluded that the 
computer-processed data were not totally reliable. A software engineer from 
our Technical Assessment Division assisted us in evaluating the reliability of the 
computer-processed data and the adequacy of application-related general 
controls of DIPS and its Positive Transaction Control subsystem. 

Internal Management Control Program. Our internal management control 
evaluation included obtaining an understanding of management's process for 
evaluating and reporting on internal control and accounting systems, as required 
by the DoD Internal Management Control Program. That review also included 
comparing the material weaknesses related to the financial statements, reported 
in the entity's Annual Statement of Assurance, to the material weaknesses and 
reportable conditions we identified. We included tests of management controls 
considered necessary. We identified FMS Trust Fund significant control 
procedures as those dealing with accounting for surcharge revenues and 
expenses, cash management and reconciliation, determination and management 
of accounts payable and accounts receivable, and electronic data processing 
controls applicable to the DIPS. As stated in the limitation of scope discussion, 
we were unable to fully test the controls over accounting for revenues and 
expenses, cash management, accounts payable, and unearned revenue because 
adequate audit trails did not exist. 

Representation Letters. We received legal and management representation 
letters from DSAA. The management representation letter stated that DSAA 
could not attest to the accuracy or completeness of the data contained in its 
financial statements. See Appendix A for the legal and management 
representation letters. 
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Appendix C. Audit Process 

Audit Period, Standards, and Locations. This financial statement audit was 
made from August 1995 through May 1996. We conducted our audit in 
accordance with the requirements of OMB Bulletins 93-06, 11 Audit 
Requirements for Federal Financial Statements, 11 January 8, 1993, and 94-01. 
Those auditing standards require us to obtain reasonable assurance about 
whether the financial statements were free from material misstatement. A 
complete list of the locations we visited and contacted is in Appendix F. 
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Appendix D. Summary of Prior Audits and 
Other Reviews 

During the last 3 years, the Inspector General, DoD (IG,DoD), has issued 
four audit reports and the Army Audit Agency has issued one audit report that 
affect the financial statements of DSAA. The reported conditions, 
recommendations, and management comments are summarized below. 

IG, DoD, Report No. 94-090, "Management Data Used to Manage the Foreign 
Military Sales Trust Fund," April 29, 1994, stated that, while the Military 
Departments and DF AS were providing the kinds of critical management data 
that DSAA needed to operate and make major financial decisions, the data 
reported was often incomplete or inaccurate. The report did not make any 
recommendations because a DoD working group and DFAS were involved in 
efforts to identify and correct problems of accounting for obligations and 
disbursements. The same computer systems analyzed during the audit are still 
used by the Military Departments and DFAS. 

IG, DoD, Report No. 93-123, "Consolidating Financial Statements of the 
Foreign Military Sales Trust Fund - FY 1992," June 24, 1993, expressed an 
adverse opinion on the financial statements because the statements did not 
account for revenues, expenses, or the net position of the fund. In addition, 
accounts payable pertaining to the Army and the Navy were not reported. The 
report did not make any recommendations. The Under Secretary of Defense 
(Comptroller) and Chief Financial Officer, and DSAA disagreed with the 
report's finding on the recognition of revenues, expenses, and net position of 
the fund. They, however, agreed with the report finding on accounts payable. 
During the audit of the FY 1995 financial statements, we determined that the 
problems identified in the report were still uncorrected. 

IG, DoD, Report No. 93-121, "Special Defense Acquisition Fund Financial 
Statements for FY 1992," June 21, 1993, expressed a disclaimer of opinion on 
the financial statements because the fund did not have a general ledger system 
that was in compliance with laws and regulations and because the auditors were 
unable to obtain sufficient, competent evidence and make appropriate tests of 
the accounting records. In addition, the fund did not use the accrual method of 
accounting and did not comply with the accounting principles in the DoD 
Financial Regulation. The report did not make any recommendations. 

IG, DoD, Report No. 93-106, "Foreign Military Loan Liquidating Account 
Financial Statements for FY 1992," June 11, 1992, expressed an unqualified 
opinion that the financial statements fairly presented, in all material respects, 
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Appendix D. Summary of Prior Audits and Other Reviews 

the assets, liabilities, and net financial position of the account. The audit found 
no material weakness involving the management control structure and its 
operation. The account complied, in all material respects, with policies, laws, 
and regulations. The report did not make any recommendations. 

Army Audit Agency Report No. SR 93-780, "Engineering Assistance 
Agreement Funds-Saudi Arabia," September 9, 1993, stated that the 
Transatlantic Division, U.S. Army Corps of Engineers did not have supporting 
documentation for disbursements totaling $24.4 million when it transferred 
accounting records to DFAS-DE in 1977. As a result, the accounting records 
for the two organizations have remained out of balance. The report 
recommended that the $24.4 million be written off against the cost clearing 
accounts* held within the FMS Trust Fund. The Office of the Deputy Chief of 
Staff for Logistics, U.S. Army agreed to ask the Deputate for Security 
Assistance, DFAS-DE for approval to write off the $24.4 million to the cost 
clearing accounts of the FMS Trust Fund. As of March 1, 1996, no 
adjustments had been made to bring the accounting records of the 
two organizations into balance. 

*A cost clearing account is an account used when standard rates are employed. 
The actual expenses are debited to the cost clearing account and the amounts 
billed to customers are credited to that account. At the end of the fiscal year, 
the account is closed with analysis performed to determine whether rates require 
adjustments. 
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Appendix E. List of Laws and Regulations 
Reviewed 

Laws and regulations affecting the operations of the military assistance program 
are numerous. The following laws and regulations were considered in 
compliance testing of the FMS Trust Fund. 

o United States Code, title 31, section 3512 (formerly the Federal 
Managers' Financial Integrity Act of 1982, Public Law 97-225) 

o Arms Export Control Act, as amended, Public Law 90-629 

o Chief Financial Officers Act of 1990, Public Law 101-576 

o OMB Bulletin No. 94-01, "Form and Content of Agency Financial 
Statements," November 16, 1993 

o OMB Bulletin No. 93-06, "Audit Requirements for Federal Financial 
Statements," January 8, 1993 

o General Accounting Office, "Policy and Procedures Manual for 
Guidance of Federal Agencies," Title 2, "Accounting," November 14, 1984 

o DoD Directive 5010.38, "Internal Management Control Program," 
April 14, 1987 

o "DoD Guidance on Form and Content of Financial Statements for 
FY 1994 and FY 1995 Financial Activity," October 20, 1994 

o DoD Financial Management Regulation 7000.14, volume 1, 
"Financial Management Regulation; General Financial Management 
Information, Systems, and Requirements," May 1993 

o DoD Financial Management Regulation 7000.14, volume 4, "Financial 
Management Regulation; Accounting Policy and Procedures," January 1995 

o DoD Financial Management Regulation 7000.14, volume 5, 
"Financial Management Regulation; Disbursing Policy and Procedures," 
December 1993 

o DoD Financial Management Regulation 7000.14, volume 15, 
"Financial Management Regulation; Security Assistance Policy and 
Procedures," March 1993 

o Memorandum of the Under Secretary of Defense (Comptroller), 
"DoD Accounting Policy and Procedures for Researching and Correcting 
Unmatched Disbursements and Negative Unliquidated Obligation Transactions," 
June 1995 
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o DoD Manual 5105.38-M, "Security Assistance Management Manual," 
October 1988 

o DoD Directive 5200.28, "Security Requirements for Automated 
Information Systems," March 21, 1988 
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Appendix F. Organizations Visited or Contacted 

Office of the Secretary of Defense 

Under Secretary of Defense (Comptroller) and the Chief Financial Officer, 
Washington, DC 

Department of the Army 

U.S. Army Security Assistance Command-Alexandria, VA 
U.S. Army Security Assistance Command-New Cumberland, PA 

U.S. Army Missile Command, Huntsville, AL 

Department of the Navy 

Assistant Secretary of the Navy (Financial Management and Comptroller), 
Washington, DC 

Other Defense Organizations 

Defense Finance and Accounting Service, Arlington, VA 
Defense Finance and Accounting Service-Columbus Center, Columbus, OH 
Defense Finance and Accounting Service-Denver Center, Denver, CO 

Defense Accounting Office, Bolling Air Force Base, DC 
Defense Finance and Accounting Service-Indianapolis Center, Indianapolis, IN 

Defense Accounting Office, Huntsville, AL 
Defense Security Assistance Agency, Arlington, VA 
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Appendix G. Report Distribution 

Office of the Secretary of Defense 

Under Secretary of Defense for Policy 
Under Secretary of Defense (Comptroller) and Chief Financial Officer 

Deputy Chief Financial Officer 
Deputy Comptroller (Program/Budget) 
Director for Accounting Policy 

Assistant Secretary of Defense for International Security Affairs 
Assistant to the Secretary of Defense (Public Affairs) 
Director, Defense Logistics Studies Information Exchange 

Department of the Army 

Auditor General, Department of the Army 

Department of the Navy 

Assistant Secretary of the Navy (Financial Management and Comptroller) 
Auditor General, Department of the Navy 

Department of the Air Force 

Assistant Secretary of the Air Force (Financial Management and Comptroller) 
Auditor General, Department of the Air Force 

Other Defense Organizations 

Director, Defense Contract Audit Agency 
Director, Defense Finance and Accounting Service 

Director, Defense Finance and Accounting Service-Denver Center 
Director, Defense Logistics Agency 
Director, Defense Security Assistance Agency 
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Other Defense Organizations (cont'd.) 

Director, National Security Agency 
Inspector General, National Security Agency 

Inspector General, Defense Intelligence Agency 

Non-Defense Federal Organizations and Individuals 

Office of Management and Budget 
General Accounting Office 

National Security and International Affairs Division 
Technical Information Center 

Department of Education, Office of the Inspector General 

Chairman and ranking minority member of each of the following congressional 
committees and subcommittees: 

Senate Committee on Appropriations 
Senate Subcommittee on Defense, Committee on Appropriations 
Senate Committee on Armed Services 
Senate Committee on Governmental Affairs 
House Committee on Appropriations · 
House Subcommittee on National Security, Committee on Appropriations 
House Committee on Government Reform and Oversight 
House Subcommittee on National Security, International Affairs, and Criminal 

Justice, Committee on Government Reform and Oversight 

House Committee on National Security 
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Part III - Management Comments 




Under Secretary of Defense (Comptroller) 
Comments 

OFFICE OF THE UNDER SECRETARY OF DEFENSE 

1100 DEFENSE PENTAGON 


WASHINGTON, DC 20301-1100 


JUN I 9 1996 
~LLER 

MEMORANDUM FOR DIRECTOR, LOGISTICS SUPPORT DlR.ECTORA'IE, OFFICE OF 
THE INSPECTOR GENERAL (OIG) 

SUBJECT: 	 Draft Audit Repon on IntemaI Controls and Compliance with Laws and Regulations 
for the FY 1995 Financial Statement ofthe Defense Security Assistance Agency 
(Project No. SLG-2029.01) 

This is in response to your request for review and comments, dated May 10, 1996, on the 
subject audit repon. This office's comments are attached, and include comments from the 
Defense Finance and Accounting Service. 

This office generally concurs with the recommendations in the subject repon. I am aware 
that Mr. Toye discussed with your office a solution to the recurring issue raised in Finding A. I 
am pleased that this office and the OIG have agreed on that solution, which is reflected in the 
attached response, since it should resuh in more favorable future audits. 

My point of contact on this matter is Mr. Stephen Tabone. He may be reached at 
(703) 693-6520. 

Deputy CliefFinancial Officer 

Attachment 
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Under Secretary of Defense (Comptroller) Comments 

omCE OF THE UNDER SECRETARY OF DEFENSE (COMPTROLLER) 

COMMENTS ON DRAFT OJG REPORT 


"INTERNAL CONTROLS AND COMPLIANCE WITH LAWS AND 

REGULATIONS FOR THE FY 1995 FINANCIAL STATEMENTS OF THE 


DEFENSE SECURITY ASSISTANCE AGENCY" 

DATED MAY 10, 1996 


(PROJECT NO. 5LG·2029.01) 


GENERAL COMMENTS 

Although detailed comments on the individual findings and recommendations contained in 
the draft repon follow, there is a need to address general concerns on the conduct of the audit, 
and how the audit results were presented. Other than one brief meeting at the DFAS-Denver 
Center, the DFAS Headquarters was not provided an opponunity to discuss the findings or 
recommendations until after the OIG had issued a lener of disclaimer. The shon time frame the 
auditors were working under is understood, but the lack of meetings and discussions with the 
DFAS Headquarters must not happen in the future. Because of the shon time frame, the auditors 
structured the repon to start with their initial audit results at the time the disclaimer lener was 
issued, and then, chronologically added information from subsequent meetings, as they occurred. 
As a result, the changing positions and points of view contained in the report are difficult to 
follow and misleading in some instances. The audit repon should not be a chronological list of 
information, as the auditors understood it, at different stages of the audit In the future, the 
auditors should simply state their findings, conclusions and recommendations, in total, based on 
the results of their audit at the time that their letter is issued, but not prior to validating the 
information with the DFAS management. In responding to the findings and other comments, it is 
difficult to determine the current presentation of the facts. 

Of particular concern are references to comments made by various DFAS associates, with 
various levels ofexperience, during the course of the audit Frequently, these comments did not 
represent the DFAS corporate or management position on the issue. Additionally, partial 
answers, or responses to questions that were not clearly understood, resulted in the auditor 
coming to inaccurate conclusions. It is essential throughout the .audit process that the audit staff 
raise concerns, questions and potential problems to DFAS management to assure their 
conclusions are right, and that the auditors have the most accurate information. The audit staff 
headed down many false trails, and spent a considerable amount of time working with incomplete 
or inaccurate data. This could have been avoided had there been more open communication 
between the auditors and DFAS management. If the OIG wants to fairly represent the DFAS 
position, it should have gone to the OPR on the CFO statements, the Director of Security 
Assistance Accounting, to confirm what various associates allegedly said. Because of the 
complexities of the FMS accounting system and the interplay with standard DoD accounting 
systems, many of the DFAS associates have only a limited view based on the segments for which 
they are responsible. This can often lead to a narrow understanding, or opinion, on what can be 
complex questions. 

l 
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Many such statements were not brought to DFAS senior management's attention until 
after the audit was complete, and some were not brought to DFAS senior management's attention 
until the draft repon was issued. This office believes that this type of audit demands much better 
cooperation between the OIG auditors and the DFAS staff. It is obvious that communication 
between the audit staff and the DFAS accounting staff must be improved. This was agreed to by 
the DFAS managers and the audit staff during the follow-on meetings. Communication is 
especially dlfficult when an audit disclaimer letter is issued before the audit results are presented 
for comment. This should not happen on future audits of this type. 

Broad statements, such as "DFAS internal controls were not adequate to provide 
reasonable assurance" and "account balance(s) may be materially misstated," are extremely 
misleading. Many such statements are not supponed by the audit findings in this repon. 

EXECUTIVE SUMMARY 

OIG Statement: The DFAS-DE did not account for the revenue and expenses in the FMS Trust 
Fund Financial Statement. As a result, those financial statements were noncompliant with the 
Office of Management and Budget Bulletin No. 94-01, and there was no assurance that those 
statements presented fairly the financial condition of the fund (Finding A). 

OUSD(C) Comment: It has been the position of the Depanment of Defense that revenue and 
expenses do not exist in the FMS Trust Fund. Accordingly, it is the policy of the OUSD(C) to 
exclude the reponing of revenue and expenses from the FMS Trust Fund financial statements. 
Thus, it is incorrect to imply that the financial statements were noncompliant, because the DFAS
DE did not account for revenue and expenses. The Department continues to believe that the OIG 
is incorrect in its conclusion that the FMS Trust Fund experiences revenue and expenses. 
However, if the OIG maintains that position, it should not imply that the DFAS-DE is the cause 
of the OIG perceived noncompliance. Rather, the OIG statement should be reworded as follows: 

"Department of Defense policy did not permit DFAS-DE to account for the revenues and 
expense in the FMS Trust Fund financial statement. As a result, the OIG believes that 
those financial statements were noncompliant with the Office of Management and Budget 
Bulletin No. 94-01, and there was no assurance that those statements presented fairly the 
financial condition of the fund (Finding A)." 

FINDING A. ACCOUNTING FOR REVENUES AND EXPENS~ 

The DFAS-DE did not account for revenues and expenses in the FMS Trust Fund. The statement 
of operations and changes in net position, as of September 30, 1995, reponed zeros for all 
revenue and expense accounts. The revenues and expenses were not accounted for because DoD 
Financial Regulation Volume 15, did not allow revenue and expense recognition. As a result, the 
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Under Secretary of Defense (Comptroller) Comments 

FY 1995 financial statements for the FMS Trust Fund were noncompliant with OMB Bulletin 
No. 94-01, and there was no asswance that those statements presented fairly the financial 
condition of the FMS Trust Fund. Specifically, 

• 	 the overall perfonnance of the FMS Trust Fund could not be me.asured, 

• 	 analyzing the unearned ~urcharge revenues and expenses and redistributing the 
balances were not accomplished, and 

• 	 profits and losses to the U.S. Government from the attrition fees paid by the foreign 
customers were not disclosed in the financial statements. 

OUSD(C) Comments: 

The absence of revenues and expenses in the FMS Trust Fund financial statements has 
been a recurring issue. As expressed to the OIG at the conclusion of the audit of the FY 1992 
financial statements for the FMS Trust Fund, and at several meetings between representatives of 
the OUSD(C) and the OIG before, during and at the conclusion of this audit, the FMS Trust Fund 
was established for the purpose of holding advance payments received from FMS customers. The 
collection of these advances is not revenue to the U.S. Government, and subsequent payments of 
such amounts to perfonning commercial vendors or Federal Agencies does not represent expenses 
to the FMS Trust Fund. 

The Arms Expon Control Act requires foreign countries to pay for purchases in advance 
of delivery--often prior to purchase. Such advance payments are collected into the FMS Trust 
Fund, and held in individual country accounts. These amounts, although paid into the FMS Trust 
Fund, remain the propeny of the applicable foreign governments, and are held ..in-trust" by the 
U.S. Government. As such, these amounts do not represent an asset of, and are not revenue to, 
the U.S. Government. Instead, the amounts represent cash assets of the FMS Trust Fund and a 
liability of the U.S. Government. (These amounts are a liability because the U.S. Government 
does not have ownership of the cash, and must return the cash to the applicable foreign 
governments, if the amount collected is not needed for the intended purposes.) 

Once applicable amounts are paid into the FMS Trust Fund by foreign countries, the 
amounts generally remain within the FMS Trust Fund until paid to a commercial vendor or 
perfonning Federal activity, as reimbursement for expenses incurred by the vendor/Federal 
activity. Payments from the FMS Trust Fund to either commercial vendors or perfonning Federal 
activities, generally would be revenue to the vendor or Federal activity receiving the payment. 
While some individuals are paid from the FMS administrative charge ac.count, these individuals 
actually work for the Military Departments or defense agencies and not for the FMS Trust Fund. 
Additionally, the FMS Trust Fund, itself, does not perform any work, nor does it incur expenses. 
Further, since the cash in the FMS Trust Fund is not "owned" by the U.S. Government, neither 
the collection of the advances by the FMS Trust Fund, or payments, to a performing activity, by 
the FMS Trust Fund, are revenues or expenses to the FMS Trust Fund. Rather, it is the 
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• 
performing activities-whether commercial vendors or Federal activities-lhat realize and 
recogni7.e revenue, and incur expenses related to FMS cases, not the FMS Trust Fund. As such, 
expenses incurred on behalf ofFMS customers, and the offsetting revenue associated with such 
reimbursement, is properly shown in the performing contractor or Federal Agency's fmancial 
statement. 

Notwithstanding, that much of the cash collert.ed and disbursed by the FMS Trust Fund 
iepresents revenues or expenses to the performing activity, and not the FMS Trust Fund, the 
OUSD(C) recognizes that the U.S. Government does assume ownership of cenam amounts 
collected by the Defense Security Assistance Agency prior to disbursing such amounts to the 
performing activities. These amounts include amounts collected into so-called ··surcharge 
accoums-e.g., Packaging, Crating and Handling; Transponation; Administrative/Logistics 
Suppon Charges; Attrition; and Contract Administtation. Unlike the amounts that remain in the 
applicable foreign country's account until disbursed from the FMS Tnsst Fund, these amounts are 
transferred to, and held and administered by, the Defense Security Assistance Agency until paid to 
the performing activities. Accordingly. unlike those amounts paid directly from the FMS Trust 
Fund to performing activities, ownership of funds deposited into these surcharge accounts does 
transfer to the U.S. Government prior to the payment to the performing activities. 

As indicated above, the absence of ievenues and expenses in the FMS Trust Fund has been 
an issue that has been identified previously. and remains unresolved. In order to resolve this issue, 
the OUSD(C) proposes to take the following actions: 

The OUSD(C) will seek the opinion of the Office ofManagement and Budget as to 
whether the FMS Trust Fund is subject to the requirement to prepare. and have audited, 
CFO financial statements. and if so. whether such statements should be included as pan of 
the Depamnent of Defense CFO financial statements. 

If the Office of Management and Budget determines that the FMS Trust Fund is subject to 
the requirement to prepare, and have audited, CFO financial statements, the OUSD(C) 
will work with the Defense Security Assistance Agency and the Defense Finance and 
Accounting Service to establish policies and procedures to account for, and report in 
applicable financial statements, revenues and expenses for the SW'Charge accounts. 

Advance payments, from FMS customers, will continue to be recorded as a liability in the 
FMS Trust Fund, as is done under cuITent procedures. (Such advance payments include funds to 
be paid directly to perfonning vendors and Federal activities, as well as funds to be collected into 
applicable surcharge accounts.) As is the currem practice, the collection of advance payments by 
the FMS Trust Fund will not be considered revenue, and payments made by the FMS Trust Fund, 
to perl'orming activities, will not be considered expenses. However, revenue and expemes will be 
accounted for, and IeCOrded, for those amounts debited and credited to the surcharge accounts. 
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Recommendations for Corrective Action: 

OIG Recommendation A.1.L: We recommend that the Under Secretary ofDefense 
(Comptroller/CFO) revise DoP Fjnancia) Management Resiiatjon (DoD 7000.14-R), Volume 15, 
"Security Assistance Policy and Procedures," dated March I 993, to require recognition and 
accounting for the revenues and expenses ofthe Foreign Military Sales (FMS) Trust Fund, or 
obtain a waiver from compliance with the Office ofManagement and '3udget Bulletin No. 94-01, 
"Fonn and Content ofAgency Financial Statement." 

OUSD(q Response to A.1.L: Partially concur. As stated in responses to this, and prior audits, 
ofthe FMS Trust Fund, the OUSD(C) finnly believes that amounts collected from FMS 
customers in advance ofperfonnance remains the property ofthe foreign countries and does not 
represent revenue to the FMS Trust Fund. Similarly, payments made from the FMS Trust Fund, 
to performing activities, on behalf ofthe foreign countries, does not represent expenses to the 
FMS Trust Fund. Rather, it is the performing activities that earn revenue [to offset expenses that 
they have incurred]. However, the OUSD(C) also recognizes that some amounts-those amounts 
transferred to so-called surcharge accounts-can represent revenue to the U.S. Government. In 
those instances when revenue is earned by the U.S. Government, it should be accounted for, and 
reported, as revenue (along with any associated expenses). 

Accordingly, ifthe Office ofManagement and Budget determines that the FMS Trust Fund is 
subject to the requirement to prepare, and have audited, CFO financial statements, the OUSD(C) 
will work with the Defense Security Assistance Agency and the Defense Finance and Accounting 
Service to establish the policies and procedures to ensure that revenues and expenses are 
accounted for, and reported in applicable financial statements, for those amounts in the various 
applicable surcharge accounts. However, all other amounts (advance payments) collected by, and 
paid from the FMS Trust Fund, for FMS customers, will continue to be recorded as a liability in 
the FMS Trust Fund, as is done under current procedures. Such advance payments include funds 
to be paid directly to performing vendors and Federal activities would continue to be accounted 
for, and reported, in the current manner. 

OIG Recommendation A.1.b.: We recommend that the Under Secretary ofDefense 
(Comptroller/CFO) revise DoD financial Management Regulation (DoD 7000.14-R), Volume IS, 
"Security Assistance Policy and Procedures," to require recognition and proper reporting ofthe 
U.S. Government equity in the attrition surcharge fund balance as a footnote to the financial 
statement, in a separate fund, or other means ofdisclosure. 

OUSD(q Response to A.1.b.: Partially concur. Ifthe Office ofManagement and Budget 
determines that the FMS Trust Fund is subject to the requirement to prepare, and have audited, 
CFO financial statements, the OUSD(C) will modify applicable guidance to provide for amounts 
in the attrition surcharge account to be disclosed as U.S. Government equity. 

OJG Recommendation A.1.: We recommend that the Director, Pefense Finance and 
Accounting Service, Denver Center, analyze the surcharge subsidiary ledgers in the unearned 
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revenue - advances from public account to recommend to the Defense Security Assistance 
Agency rate changes and redistribution of surcharge account balances. 

OUSD(C) Response to A.2.: Panially Concur. As a result of a joint review of security 
assistance fmancial management functions peiformed by the DFAS-DE in Febru8I)' 1996, the 
USD(C) and PDUSD(P) agreed that analyses of surcharge subsidiary ledgers in the unearned 
revenue - advances from public account would be conducted by the Defense Security Ac:<;istance 
Agency. The next revision ofDoP Financial Manuement Re&Jllation (DoD 7000.14-R), Volume 
15, •'Security Assistance Policy and Procedures," will be changed accordingly. 

This office does not agree that the DSAA should redistribute any surcharge amounts 
previously collected. Surcharge amounts charged to FMS countries, based on a stated percentage 
or other factor, should be treated as a "fixed price" for the applicable service. Additionally, based 
on the above discussed analysis, such fixed prices can be expected to be adjusted from time-to
time. However, the Depanment considers ownership of the funds to have passed from the FMS 
customer, to the Defense Security Assistance Agency, at the time the funds were transferred from 
the applicable country's account to the applicable surcharge account. As such, applicable foreign 
countries have no claim on such amounts, and there is no need to redistribute past collections. To 
the extent that future rates need to be adjusted, they can, and should, be adjusted. 

OIG Recommendation A.3.: We recommend that the Director, Defense Security Assistance 
Agency, adjust the surcharge rates and redistribute the surcharge account balances annually in 
coordination with the Under Secretary of Defense (Comptroller), using the actUal surcharge data 
and analyses perfonned by the Defense Finance and Accounting Service, Denver Center, to 
ensure the FMS Trust Fund operates at no cost or profit to the U.S. Government. 

OUSD(C) Response to A.3.: Panially concur. As indicated in the response to Recommendation 
A:l., the Defense Security Assistance Agency, and not the Defense Finance and Accounting 
Service, is responsible for analyzing applicable surcharge rates. Also, as discussed in the response 
to Recommendation A.2., there is no need to redistribute past collections. To the extent that 
future rates need to be adjusted, they can, and should, be adjusted. 

FINDING B. FUND BALANCES WITH THE TREASURY 

The DFAS-DE did not have reasonably accessible audit trails to track about $13.4 billion of 
disbursements, and $370.S million of undistributed disbursements. Audit trails were inadequate 
because the Defense Integrated Financial System (DIFS) did not have disbursement voucher 
numbers and dates traceable to DFAS, Columbus, records. Additionally, the DF AS-DE did not 
follow up and research undistributed disbursements, and the DSAA had not established a time
phased plan to resolve the undistributed disbursements. As a result, the DFAS-DE internal 
controls were not adequate to provide reasonable assurance that the $5.S billion reponed in the 
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fund balances widl the Treasury was accmate; therefore, that account balance may be materially 
misstated. 

OUSD(C) Comments: 

This office strongly disagrees that the audit fmdings, as rd1ected in the draft report, 
suppon the conclusion that dle TJeasury FMS TIUst Fund balance may be materially misstated 
The DFAS-DE balances to Treasury cash, to the penny, each month. The fact that some 
disbursements are not distributed to a specific counay/case for a period of time, and the Jack ofan 
easily accessible audit trail, does not suppon the conclusion that the account balance may be 
materially misswed. Further, whether the audit trail for disbursements-from the Depanmental 
level accounting system to the source or installation level disbursing system-was not easily 
accessible is a subjective determination 

This office disagrees with the statement that the DFAS-DE does "not follow-up on 
unclisaibuted disbursements." The audito:rs misconstrued the monitorship by the DFAS-DE of 
undistributed disbursements in the Depanmental level system as a lack ofempiasis in this area. 
The Department has a major financial management initiative to resolve problem disbursemems. 
Specifically, in the securiiy assistance area. listings ofundistributed disbulsements are sent to 
installation level accounting offices each month. Personnel at the DFAS-DE are assigned to 
specific activities to assure problem disbursements are worked, and a special projects office has 
been created to resolve problem disbursements. Significant accomplishments have ~ made, 
especially in the past year. 

The OIG description of how the disbursement process works in the Department of 
Defense, as described on page 17 of the draft audit repon. is materially misstated The DoD 
accounting systems are designed in a hierarchical manner, with source level (book oforiginal 
entry) in installation level systems. Data is consolidated and reponed to intermediate or 
Depanmental level systems, and for FMS, data is further consolidated and reported to an FMS 
Depanmental level system. The OIG audito:rs failed to confirm with senior DFAS management 
personnel their concept of how the accounting process works pior to performing the audit. 

The OIG description on page 17 of the dlaft repon clearly shows a continued 
misunderstanding of the disbu:rsing, accounting and reporting p-ocess by the OIG. Disbursing 
stations do not input disbursement data into the DIFS. Additionally, the DFAS-Columbus does 
not repon disbu:rsement data to the DIFS. The DFAS-Columbus operates the installation or 
source level system. It repons, not to the DIFS. but to one of the three Mili1ary Departmental 
Jevel systems. The disbursement data for all disbursing stations, for each Military Depiitme&'lt, is 
consolidated into Military Depanment level disbursement reports, which are reponed to the 
Departmental level accounting system, DIFS, and the Treasury. The DFAS personnel were able 
to lOC8le most of the vouchers by using these Military Depamnent level systems and some 
research. The DFAS concedes that the audit trail was not convenient for the auditors; however, 
the audit ttail does exist. In addition, enhancements are being made to assure "WOUc:ber numbers 
will be in the Military Department level systems to assist in future audits. 
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Additionally, the OIG auditors frequently went to personnel in junior level positions, or 
personnel who did not have adequate knowledge in the area, and asked questions of corporate 
DFAS policies, systems or procedures. For example, statements such as that on Page 19 that 
"DFAS-DE personnel infonned us that they have authority over neither the DoD implementing 
agencies and the disbursing stations, nor all the Defense Accounting Offices" are inaccumte. The 
DFAS has control over all Defense Accounting Offices. Statements of this nature should be 
verified before being placed in an audit repon. Also on page 21 of the draft repott, it is stated 
that someone at the DFAS-DE did not believe they had authority over some Defense Accounting 
Offices. The DFAS has procedures to assure centers, DAOs and other network activities 
cooperate to resolve problem disbursements. This portion of the repott also discusses the 
Depanmental level system undistributed account where detail disbursing and accounting station 
transactions cannot be matched one to one. The DFAS-DE personnel explained to the OIG 
auditors that the transaction level disbursement clearance process was in the intermediate 
(MilDEP) and installation level accounting systems, not at the Depanmental level DJFS. 

Recommendations for Corrective Action: 

OIG Recommendation B.1.a.: We recommend that the Director, Defense Finance and 
Accounting Service, Denver Center, modify the applicable subsystems of the Defense Integrated 
Financial System to retain the disbursement voucher number and the disbursement day that are 
uansmined to the DFAS-DE Center by disbursing stations. 

OUSD(C) Response B.1.a: Concur. The DFAS will work with system managers to modify the 
applicable DJFS supponing feeder subsystems to retain the disbursement voucher number and 
disbursement date. Required changes to MOCAS, CPAS and CMCS will be documented by 
September 30, 1996, and implemented as resources are available. 

OIG Recommendation B.1.b: We recommend that the Director, Defense Finance and 
Accounting Service, Denver Center, establish management controls to ensure that the Defense 
Finance and Accounting Service, Denver Center, identify the agencies causing the undistributed 
disbursements, follow up with those agencies to resolve the amounts in suspense, and implement 
guidance contained in the USD(C) memorandum, subject: Procedures for Researching and 
Correcting Unmatched Disbursements and Negative Unliquidated Obligation Ttansactions. 

OUSD(C) Response B.1.b: Concur. Actions are being taken to resolve problem disbursements. 
On May 6, 1996, the Office of the Under Secretary of Defense (Comptroller) granted the DSAA 
an extension until September 30, 1996, to obligate amounts for problem disbursements. The 
DSAA and DFAS were tasked in May 1996 to develop specific plans to better identify and 
resolve undistributed disbursements. Those plans include the following specific objectives: 

• Individual expenditure authorizations (EA) issued to disbursing offices must be 
reconciled monthly by the DFAS-DE to the detail payments that are issued. 
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• 	 Reduce the DIFS undistributed disbursements balance to, at most, $200 million. 

• 	 The DIFS must begin providing the DSAA with monthly reports that aCCUiately repon 
the statistics of problem disbursements stratified by Component and ftmd holder. 

• 	 The DSAA will institute a management process that highlights and resolves problem 
disbursements. 

• 	 Reduce the January 1996 reponed problem disbursements balance by 50 percent 

OIG Recommendation B.2.: We recommend that the Director, Defense Finance and 
Accounting Service, establish management controls to ensure that disbursing stations identify a 
valid foreign military sales countty, case or surcharge account before processing a disbursement 
to the Foreign Military Sales Trust Fund. 

OUSD(C) Response B.2.: Concur. Actions are being taken to change procedures to assure 
disbursement transactions identify the foreign customer or surcharge account before 
disbursements are processed. Systems also have been revised to prevalidate disbursement 
transactions for cenain dollar thresholds. Policy guidance will be issued, by June 30, 1996, to 
disbursing activities directing that all FMS disbursements must be identified to a valid foreign 
customer or surcharge account. Systems will be changed to prevalidate disbursement data by 
September 30, 1996. 

OIG Recommendation B.3.: We recommend that the Director, Defense Security Assistance 
Agency, establish a time-phased plan to resolve the undistributed disbursements. 

OUSD(C) Response to B.3.: Concur. See the OUSD(C) response to Recommendation B.1. 

FINDING C. UABILmES 

The DFAS-DE did not have an adequate audit trail to ttack the accounts payable - transactions 
with Federal (government) entities, accounts payable - transactions with non-Federal 
(government) entities, and unearned revenue - advances from public - other non-Federal 
(government) liabilities, and did not properly accrue accounts payable. The audit trail was 
inadequate because the DFAS-DE did not ensure inclusion of the Navy accounts payable in DIFS, 
maintain subsidiary ledgers for the accounts payable and the unearned revenue account, and 
perform monthly reconciliation with the general ledger. Additionally, the DFAS-DE did not 
accrue incurred expenses, because it was not required to maintain expense accounts for the FMS 
Trust Fund. As a result, the DFAS-DE internal controls were not adequate to provide reasonable 
assurance that the $182 million of accounts payable, and $13.1 billion of unearned revenue were 
accurate; therefore, those account balances may be materially misstated. 
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OUSD(C) comments: 

This office agrees that the DIFS system did not contain Navy accounts payable data; 
however, corrective action is being taken to obtain Navy accounts payable information by 
September 30, 1996. Audit trails for other payables were in place and adequate. This office 
partially agrees that monthly reconciliations of detail data to general ledger accounts did not 
occur. This office concurs with the inadequacy of the monthly reconciliations; however, 
reconciliations of current fiscal year changes to account balances did occur. Procedures have 
been developed and were implemented for the accounting month of May 1996. However, this 
office disagrees that subsidiary data for accounts payable and the unearned revenue account were 
not maintained. 

Audit Trail for Accoums Payable: The DFAS advises that the OIG auditors went to the wrong 
individuals and asked the wrong questions. Further, the auditors did not appear to understand, or 
accept. that detail, source level transactions are not maintained in any DoD Departmental level 
accounting system, nor is it practical to do so. The OIG was given a list of summary accounts 
payable transactions that identified payables to country, case, line, and activity, where the detail 
data was located. Further, the auditors were shown how to obtain contract/vendor level data on 
those payables. The individual contacted by the auditors, at the DAO Bolling, either did not 
understand the question, or did not understand the payables audit trail. The auditors were given a 
sample of the installation level audit trail and proof that vendor identification can be obtained 
without element of expense. Again, the information the auditors received from lower level staff 
personnel was not validated with DFAS management. Had the OIG audit staff come to senior 
level DFAS personnel early-on in the audit, many of the problems encountered during the audit 
could have been avoided. 

Audit Trail for Unearned Revenue: During the OIG field visit, the auditors jumped to some 
invalid conclusions, because questions were asked of the wrong people. On March 15, 1996, the 
OIG auditors met with the DFAS-DE and DFAS-HQ personnel, this represented the first time any 
issues were presented to the DFAS management level. The DFAS-DE provided detailed audit 
trails to the auditors. Subse(juent to that meeting, the DFAS explained to the auditors how 
subsidiary data can suppon more than one account. There is no requirement for separate 
(duplicative) transactions for every account a subsidiary record supports. In addition to the detail 
audit trail, the DFAS provided the beginning Unearned Revenue value, cwrent fiscal year debits 
and credits, and the ending fiscal year values. This infonnation was provided in the format, and at 
the level, asked for by the auditors. The general ledger balance did agree, to the penny, to the 
supponing detail, once the proper DFAS personnel were notified of the request, and the conect 
data was provided. This element of the finding is inaccurate, and it has previously been discussed 
with the OIG auditors. 
Accrual Basis of Accouotini: The DFAS agrees that Navy accounts payable were not included in 
the financial statements. The DFAS is taking action to obtain Navy accounts payable for future 
reports by September 30, 1996. The DFAS-DE did post all accrued payables known at the 
central cite on a monthly basis. The DFAS is reviewing possible ways to obtain information about 
vouchers due and not yet paid from feeder systems. This review will be completed and 
procedures issued by September 30, 1996. 
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Ac«>unts J>a.vable Reconciliation: The DFAS advises that DFAS personnel mo validate the 
accounts payable account; however, only the current fiscal year change was validated each 
accounting period. Existing systems were designed, prior to CFO reporting requirements, to 
accommodate budget execution DD Fonn 1176 reporting, which uses current year change in 
payables. This technique assured the validity of the current year change, but failed to revalidate 
the initial account balance. Procedures have been changed to assure monthly validation of the 
entire account balance. It is recognized that accounts payable were not aged at the Departmental 
level, as described in DoD 7000.14-R, Volume 15. A revision to DoD 7000.14-R, Volume 15, 
will reflect a change that detailed payable records are only maintained in installa1ion level systems, 
and therefore, can only be aged at that level. Monitoring payables, and assuring specific vendors 
are paid promptly, is a function of the installation level accounting activity. Duplicating detail 
contract and vendor level data in intermediary and Departmental level systems would not be 
practical and would be very costly. 

Unearned Revenue Reconciliation: The OIG auditors were provided a detail audit trail to the 
Unearned Revenue Account that balanced to the penny. The major issue with this account does 
not seem to be the DFAS practices, but rather the DoD policy that the FMS Trust Fund does not 
have revenue, expense or equity. Because the account does not have equity, the DFAS 
recognizes all cash received as unearned revenue and reduces unearned revenue, as disbursements 
are made on behalf of the foreign customer. 

Key Accountin~ ReQ.Uirements: General ledger accounts are balanced to detail source level data 
in installation level systems frequently. Financial transactions recorded in source level systems are 
supponed with peninent documents and source records. Data in intermediary and Departmental 
level systems are supponed by detailed transactions and source documents at the installation level 
accounting office. An audit trail to this data is available in the Departmental level system. While 
source data is not available in the Departmental level system, as desired by the OIG, such source 
data should not be duplicated in the Departmental level system. For most data elements, 
Departmental level systems are only updated monthly as feeder reports are received from 
subordinate level systems. The OIG auditors attempted to audit the accounts by looking only at 
the Departmental level systems and not the feeder systems. 

Audit Trail for Unearned Revenue: The DFAS-DE provided the OIG auditors documentation 
that identifies the specific dollar amounts received from each foreign customer. There is no 
requirement to duplicate subsidiary records for each general ledger account that the data supports. 
The unearned revenue account has detailed supponing data, and the account is maintained in 
accordance with DoD policy. The DFAS management explicitly told the OIG auditors that 
unearned revenue is an account that has supporting subsidiary data that identifies specifically the 
amount unearned for each customer. 

Becommendations for Corrective Action: 

OIG Recommendation C.1.: We recommend that the Assistant Secretary of the Navy (Financial 
Management and Comptroller) repon to the Defense Finance and Accounting Service, Denver 
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Center. the Navy's foreign military sales accounts payable applicable to transactions with Federal 
(governmental) entities, and transactions with non-Federal (government) entities, in compliance 
with the DoD Financial Management Regulation, Volume 15, "Financial Management Regulation; 
Security Assistance Policy and Procedures," March 1993. 

OUSD(C) Response C.J: Concur. The Navy accounts payable should be reported and action is 
being taken to receive this data by September 30, 1996. However, accounts payable data, if 
available, should be in accounting systems maintained by the DFAS. The DFAS will make 
system, or procedural, changes, and work with the Navy, to better ensure that accounts payable 
information for the Navy is reported. 

OIG Recommendation C.2.a: Repon the Navy accounts payable in the Defense Integrated 
Financial System, and the financial statements. 

OUSD(C) Response C.2.a: Concur. Action is being taken to receive this data by September 30, 
1996. 

OIG Recommendation C.2.b: Maintain a subsidiary ledger for the accounts payable to allow 
identification and testing of audit trails, as required by DoD 7000.14-R, Volume 15. 

OUSD(C) Response C.2.b: Concur. With the exception of Navy accounts, which were not 
reported, an audit trail from the Departmental level system to the installation level accounting 
system exists today. Examples, of how this audit trail works, were given to the OIG auditors. 
This audit trail requires that one go to the installation level accounting activity, in order to find 
aged payables and contract or vendor identification. In Departmental level systems, accounts 
payable is an overlay figure for each country, case, line, and reporting entity. Changes will be 
prepared by September 30, 1996, and included in the next revision of DoD 7000.14-R, 
Volume 15, to recognize that aging and vendor identification is at the installation level 

OIG Recommendation C.2.c.: Request accounts payable aging lists by vendor from those DoD 
organiz.ations implementing Letters of Offer and Acceptance, summarize those lists at the FMS 
Trust Fund level, and perform needed analysis to ensure fulfillment of the task assigned by DoD 
7000.14-R, Volume 15. 

OUSD(C) Response C.2.c.: Partially Concur. Payables information is not available from the 
Military Departments. Payables can be obtained only from installation level accounting systems 
maintained by the DFAS. In addition, as mentioned above, DoD 7000.14-R, Volume 15 will be 
changed to reflect the aging and vendor identification function as an installation level function. 
Policy changes will be prepared by September 30. 1996, and included in the next revision of 
DoD 7000.14-R, Volume 15. 
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--~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~---. 

OIG Reconunendation C.2.d.: Reconcile accounts payable balances with the supporting 
documentation or subsidiazy records before 1he preparation of the aial balance as required by 
DoD 7000.14, Volume 15. 

OUSD(C) Response C.2.d.: Concur. Procedures already f'o'lVe been changed to assure the 
accounts payable account is reconciled to supponing subsidiary"clata on a iegular basis starting 
with the May 1996 business month. 

OIG Rec:ommendation C.2.e.: Implement the DoD 7000.I+R. Volume 15, iequiremem that 
subsidiary Jedgm be maintained and ftlCQQCiJed mombly for lhe uneamed ievenue-advances from 
piblic-other non-Fedeial (government) liabilities account. 

OUSD(C) Response C.2.e: Concur. Subsidiary data already exists in suppon of the unearned 
ievenue account. The DFAS will assure that this data is reconciled to the general ledger account 
monthly, starting with the June 1996 accounting period. 

OIG Recommendation C.2.f.: Establish procedures at the Defense Finance and Accounting 
Service, Denver Center, to properly accrue the anticipated expenses attributable to the accounts 
payable at the end of t.adt month. 

OUSD(C) Response C.2.f.: Partially Concur. The DFAS will take action to obtain data on 
payment requests received and due at each month end and not yet paid (accrued accounts 
payable). Procedures will be issued and implemented by September 30, 1996. Specifics m what 
is meant by anticipated expenses attributable to the accounts payable is not explained in the audit 
repon. The DoD policy is to repon accrued payable based on documented evidence. Funher, the 
Depanment policy is that there are no expenses in the FMS Trust Fund. 

FINDING D. ACCOUNTS RECEIVABLE 

The DFAS-DE erroneously classified overcollections from customers as negative accounts 
receivable - transac:tions with non-Federal (government) entities, and did not age accounts 
receivable. The conditions occurred because the DFAS-DE did not periodically review country 
accounts receivable balances to identify mdit balances, and did not implement DoD Financial 
Regulation Volume 15, regarding aging ofreceivables. As a result, the DFAS-DE intemal 
controls were not adequate to provide reasonable assurance that the $2.5 billion ofacoounts 
receivable reponed in the FY 1995 statement offinancial position was accmate; therefore, that 
account balance may be materially misstated. 

OUSD(C) Conunents: Jfa customec (country) pays more 1ban it owes, at the Coumiy account 
.level, that amount should be poste.d as a liability. Action is being taken to accomplish this. 
However, the facts, as stated on page 32 of the draft repon, describe adjusting a customer's 
accounts receivable when it has overpaid on one agreement and underpaid on another agreement 
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below the country leveL By regulation, country cash, and therefore n=ivables, is ac:ai.mted for 
at country--and not subordinate agreement-level. Adjusting customer accounts n=ivable for 
variances within a country program should continue. 

Aline ot Accounts Receivable: The DFAS-DE ~age accounts n=ivable. 'Ibe aging 
fedmjque. as described in DoD 7000.14-R, Volume 15, needs to be changed to~ clearly 
identify a "true rec:eivable" and a "delinquent receivable." A revision to Volume 15 will be 
prepared by September 30, 1996. In the corporate world a receivable is MCOgnil«t when goods 
or services are delivered and is reduced when payment is received. For the Fmeign Military Sales 
Trust Fund. a receivable includes goods and services delivered but not yet paid for, and also 
includes payments made on behalfof the customer (progress paymentS), termination liability and 
the current estimate of future cash needs. Estimates for future cash needs are always a current 
period value and should not be aged or considered as any pan ofa delinquent account. 'Ibe only 
delinquent accounts are those country accounts, where goods and services have been delivered, 
payments have been made from the FMS Trust Fund on behalfof the applicable counay, and/or 
the amount of tennination liability is in excess of the amounts paid. 1bm are cumnt1y two such 
accounts, and those accounts were reponed. 

Another statement in this section states "'personnel at DFAS-DE, however, S1ated that 
they do not intend to age the accounts receivable because aging was not :required." 1bis is not the 
DoD policy, nor is it the position of the DFAS-DE management Because one employee of the 
DFAS-DE does not understand the question being asked, or the complex proceclures in this area. 
does not make the statement factual. Again, this data was not verified by the auditors. 

Recommendations for Corrective Action: 

OIG Recommendation D.I.: Review the accounts :receivable - transactions with non-Federal 
(governmental) entities subsidiary balances periodically, as required by DoD Financial 
Management Regulation 7000.14, ~cia! Man31ement ReJU!ation, Volume 15, "Security 
Assistance Policy and Procedures," March 1993, to ensure net over-collections from customeis 
are reponed as a liability of the Foreign Miliwy Sales Trust Fund at the general ledger leveL 

OUSD(C) Response D.1.: Concur. Any country level mdit accounts receivable will be posted 
as a liability effective with the June 1996 accounting period. However, the DFAS will c:attinue to 
make adjustments to net overpayments or underpayments at case level within a country's program 
(vice repon as a liability). This is consistent with the policy ofmanaging FMS cash at counay 
level. 

OIG Recommendation D.2.: Implement DoD Financial Management Regulation 7000.14, 
Volume 15, requirement to age accounts :receivable. 
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OUSD(C) Response D.2.: Panially Concur. Accounts receivable currently are being aged. To 
clarify the aging criteria, a policy change will be prepared by September 30, 1996, and included in 
the next revision of DoD 7000.14-R, Volume 15. 

E. ELECTRONIC DATA PROCPSSING CONTROLS 

The DFAS-DE did not adequately restrict user and programmer access to the accounting system, 
and did not follow up to verify that all transactions rejected and suspended by a petformance 
control subsystem of the DIFS were corrected. The review and follow up were inadequate 
because DFAS-DE did not periodically review eligibility for access. and because managers in 
charge of monitoring case performance did not implement the policy requiring follow up and 
resolution of suspended transactions. As a result, Unauthorized users had access to sensitive 
financial information, which may diminish the ability of the internal control structure to provide 
reasonable assurance of financial and case data processing integrity. Additionally, there was no 
assurance that reponed case perfonnance data were accurate. 

OUSD(C) Comments: The security software, user profiles and security policy and procedures 
conform to DoD Directive 5200.28. No additional limitations are required for the DIFS, and the 
Financial Systems Activity - Denver is compliant with current rules, regulations, policies, and 
directives in the areas of internal control and system security and protection of mission critical 
programs and data. 

Controls Over Access to DIES: The OIG identified over 635 users as remote users having access 
to financial management ledgers (view only); however, further review by the DFAS established 
that this is a list of all remote users. not just those users with access to the financial management 
ledgers. Only ten remote users, all high officials of the DSAA, had access to view this data. 
Those users will continue to be given access to view this data. The DIFS handbook will be 
modified to recognize the need for the DSAA to have view only access to financial management 
data. All other remote users always have been, and will continue to be, restricted from access to 
this data. 

Unauthorized Access to the Electronic Data Processin& System: Only ten high ranking DSAA 
officials had access to view this data. This is a requirement of their position. No breach of 
security existed. The OIG auditors failed to realize that of the list of remote users they obtained, 
only 10 users, all with valid need, had access to the data in question. 

The policy and procedures for maintaining computer programs are outlined in various 
Financial Systems Organization policy statements, to include internal control procedures. 
Mainframe based computer security software prevents general access to computer program 
source code libraries and production data sets. 

The OIG auditors did not review internal control and security features, which have been 
established at the Defense MegaCenter Oklahoma City, to prevent unauthorized access to both 
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computer program source libraries and production data sets. A review of those policies, 
procedures and software would have shown that the general programming population of the 
Fmancial Systems Activity - Denver cannot directly modify production source programs. 
Mainframe based security access software (Computer Associates Top Secret) provide a locked 
and controlled program library system. Only trusted employees, following restrictive and 
controlled procedures, can generate auditable routines that will update production source code 
libraries. 

The DIFS programming staff does not have direct access to source programs turned over 
to the DIFS Systems Test office for Quality Assurance testing. Following established procedures, 
programmers make modified program object code available to the system test office. Test 
program source code is moved to a locked and controlled library. Only trusted employees have 
the necessazy authorization and access to this library system. As in the production environment, 
mainframe security software prevents the unauthorized access to the library system. 

Access to production data files also is restricted via mainframe computer based securtty 
software. The general programming population and the user community cannot modify 
production data without proper authorization. Trusted employees do have limited access to 
production data files for the purpose of providing production support. 

Effectiveness of the DIES Positjve Transaction Control Subsystem: Action has been taken to 
assure monitoring and correcting of these transactions on a regular basis. Procedures will be 
developed and implemented by September 30, 1996. 

Recommendations for Corrective Action: 

OIG Recommendation E.I.: Limit the number of the Financial System Activity programmers 
with access to the production version of the application software of the financial management 
ledger, to the minimum number needed to service the software as required by DoD Directive 
5200.28, ..Security Requirements for Automated Infonnation Systems," March 21, 1988. 

OUSD(C) Response E.1.: Concur. The DIFS programmers at the Financial Systems Activity 
Denver currently m restricted from general access to both production program source code and 
production data sets. The security software, user profiles and security policy and procedures at 
the Defense MegaCenter Oklahoma confonn to DoD Directive 5200.28. No additional 
limitations are in order at DIFS, and the Financial Systems Activity - Denver is compliant with 
current rules, regulations, policies, and directives in the areas of internal control and system 
security and protection of mission critical programs and data. 

OIG Recommendation E.2.: Ensure implementation of Department Operating 
Instruction 177-39, "Suspended Disbursement, Budget, Perl'onnance, and Notification 
Transactions," March 4, 1992, to monitor lists of suspended transactions and contact and follow 
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up on actions by DoD implementing agencies to clear perfonnance transactions rejected by the 
Positive Transaction Control subsystem of the Defense Integrated Financial System. 

OUSD(C) Response E.2.: Concur. Procedures are being changed to assure perfonnance rejects 
are monitored and corrected by September 30, 1996. 
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Assistant Secretary of the Navy (Financial 

Management and Comptroller) CQmments 


• 

DEPARTMENT OF THE NAVY 


OFFICE OF THE ASSISTANT SECRETARY 

(FINANCIAL MANAGEMENT AND COMPTROLLER) 


1000 NAVY PENTAGON 

WASHINGTON, C>.C. 20350·1000 


2 l JUN 1996 

MEMORANDUM FOR THE DEPARTMENT OF DEFENSE ASSISTANT INSPECTOR 
GENERAL POR AUDITING 

Subj : 	 DRAFI' DODIG AUDIT REPORT ON INTERNAL CONTROLS AND 
COMPLIANCE WITH LAWS AND REGULATIONS POR THE PY 1995 
FINANCIAL STATEMENT OF THE DEFENSE SECURITY ASSISTANCE 
AGENCY (PROJECT NO. SLG-2029.01) 

Ref: (a) DODIG memo of 10 May 96 

Encl: (1) Department of the Navy Comments. 

1. We have reviewed the subject report provided by
reference (a). We concur with recommendation C.1 to report to 
the Defense Finance and Accounting Service, Denver Center, the 
Navy's foreign military sales accounts payable applicable to 
transactions with Federal (govermnental) entities, and 
transactions with non-Federal (govermnental) entities. 

2. our detailed comments are in enclosure (1). 

~i.~ 
MICipel Deputy
Alllstant Sea_,.,,...., 
Cfinencial Mane9lftllflt•Ca EOL Rut 

Copy to: 
NAVINSGEN 
FM0-31 
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Assistant Secretary of the Navy (Financial Management and Comptroller) 
Comments 

DEPARTMBNT OP THE NAVY COMMBNTS 
ON 

DODIG DRAFT AUDIT REPORT OP 10 MAY 1996 
ON 

INTERNAL CONTROLS AND COMPLIANCE WITH LAWS AND REGULATIONS FOR 
THE PY 1995 FINANCIAL STATEMENT OF THE DEFENSE SECURITY 

ASSISTANCE AGENCY 
(PROJECT NO. 5LG·2029.0l 

c.1 We recommend that the Assistant Secretary of the Navy
(Financial Management and Comptroller) report to the Defense 
Finance and Accounting Service, Denver Center (DFAS-DE), the 
Navy's foreign military sales accounts payable applicable to 
transactions with Federal (governmental) entities, and 
transactions with non-Federal (governmental) entities, in 
compliance with DOD Financial Management Regulation Volume 15, 
"Financial Management Regulation: Security Assistance Policy and 
Procedures," March 1993. 

DON Comment: 

Concur. Based on conversations with the DODIG auditors and DFAS
DE (IFRE) representatives regarding the requirements, we believe 
that reporting of accounts payable is feasible. We will meet 
with DFAS-DE representatives by 30 July 1996 to develop
specifications to meet this requirement. 

It is our opinion that the Volume 15 chapter dealing with the 
accounts payable reporting process should be modified to clarify
the requirements to ensure that all military departments utilize 
the same methodology on reporting accounts payable. 

271 


http:5LG�2029.0l


Defense Security Assistance Agency Comments 


DEFENSE SECURITY ASSISTANCE AGENCY 

• 

WASHINGTON, DC 20301·2800 


J9 JUN 1996 

In reply refer to: 
I-004366/96 

MEMORANDUM FOR 	 DIRECTOR, LOGISTICS SUPPORT DIRECTORATE 

OFFICE OF THE INSPECTOR GENERAL, DOD 


SUBJECT: 	 Audit Report on Internal Controls and Compliance with 
Laws and Regulations for the FY 1995 Financial 
Statement of the Defense Security Assistance Agency
(Project No. SLG-2029.01) 

REFE?.ENCE: DODIG Memorandum dated May 10, 1996 

The referenced correspondence requested our comments on the 
subject draft audit report. Our comments are limited to the 
findings and recommendations addressed to DSAA and we defer to 
OUSD Comptroller response. 

we object to the finding on DSAA's lack of internal controls 
in (a) the executive summary (page ii) and (b) the reportable 
conditions and material weaknesses section on internal controls 
(page 7). DoD policy is to execute FMS transactions through 
existing DoD systems, including the DoD accounting system. 
Inherent internal controls of those systems are assumed to be 
valid for FMS. Recommend deletion of the finding that DSAA's 
internal control for the FMS Trust Fund needs improvement. 

We recommend a minor correction on page 10 concerning 
contract administration services. The last sentence should read 
(new wording italicized): ~DsAA may waive all or part of those 
charges when there is a reciprocal agreement concluded by the 
OUSD Acquisition.• 

With respect to the recommendations addressed to DSAA, we 
offer the following: 

a. Recommendation A.3., we concur with the intent. DSAA 
will continue to analyze and monitor the surcharge account 
balances, and annually, review the rates for recommended rate 
adjustments or account balance redistribution. For the record, 
there have been rate adjustments -- the most recent being the 
attrition charge on training cases. There have also been 
distributions between surcharge account balances -- the most 
recent being excess transportation collections to the 
administrative surcharge account. 
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The audit findings and recommendation give the impression 
that compliance with profit or loss determinations is possible on 
an FMS case by FMS case basis in the surcharge accounts. It is 
not possible to determine profit and loss to compare surcharge 
revenue from a specific FMS case to expenses paid from a 
surcharge account. More specifically, the administrative 
surcharge revenue from a specific case is not and cannot be 
matched to the year in which the expense is incurred. 

b. Recommendation B.3., we concur. As a minimum, final 
reconciliation of cost(including disbursements) and performance
will be conducted at case closure. 

We appreciate the opportunity to review and comment on the 
draft audit. 

-
James/A. "McQuality 

cC:Rnptroller 
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Audit Team Members 

This report was prepared by the Logistics Support Directorate, Office of the 
Assistant Inspector General for Auditing, DoD. 

Shelton R. Young 
Evelyn R. Klemstine 
Hassan A. Soliman 
Priscilla G. Sampson 
Averel E. Gregg 
Louise M. Merdinian 
Robert L. Kienitz 
William F. Bazemore 
Andrew E. Hornbrook 
Sheri D. Dillard 
Francis M. Ponti 
Due Ngo 
George A. Zelsdorf 
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