
Overview of Financial Statement Analysis

Starting with this year’s report, the Consolidated Balance Sheet and Consolidated Statement of Net Cost are presented on a comparative basis. We believe this new format is more informative and will help the reader better understand HHS operations.

Consolidated Balance Sheet. The HHS Consolidated Balance Sheet is comprised of assets, liabilities, and net position. At the end of FY 2001, departmental assets totaled $345 billion. This is an increase of 10 percent from the $313 billion reported in FY 2000. Intra-governmental assets account for a majority of the Department’s assets, including $245 billion in Investments, of which 99 percent or $243 billion of the investments being in the Medicare Trust Funds’ Investments in U.S. Treasury Securities, and $81 billion in the Fund Balance with Treasury. For a more in-depth analysis of the trust funds, please refer to the required supplemental stewardship information provided with the HHS financial statements, which is prepared in accordance with FASAB guidance.
The supplemental information discloses that the Hospital Insurance (HI) Trust Fund Part A is projected to operate with an annual surplus until 2021. However, viewing the Part A Trust Fund in isolation is flawed. The Supplementary Medical Insurance (SMI) Trust Fund Part B funding situation must also be considered. A comprehensive look at both Trust Funds shows that, according to the President’s FY 2003 Budget, the Medicare program as a whole will incur a $553 billion deficit over the next ten years.  Part B will require $1.1 trillion in general fund transfers over this period to meet its obligations, which more than offsets the Part A surplus projection. Further, a significant percentage of the Part A surplus is the result of shifting a portion of the home health benefit costs from Part A to Part B, as required by the Balanced Budget Act of 1997. When the future of the Medicare program is discussed, Medicare must be considered in its totality rather than evaluating the trust funds individually. What is needed is the modernization and reform of the Medicare program as a whole.

Liabilities in FY 2001 totaled $55 billion, a 17 percent increase from the $47 billion reported for FY 2000. Entitlement Benefits, Federal Employee and Veterans Benefits, and Accrued Grant Liability account for approximately 93 percent of the total Department’s liabilities for FY 2001. HHS ended FY 2001 with a Net Position (assets minus liabilities) of $291 billion, which is an increase of 9 percent from the prior fiscal year of $266 billion. This change in Net Position is driven by increases in Fund Balance with Treasury, Investments, and Anticipated Congressional Appropriation of $3 billion, $26 billion, and $4 billion, respectively.

Consolidated Statement of Net Cost

The Consolidated Statement of Net Cost provides a breakout of HHS net operating costs by agency component. These expenses consist of direct, indirect, and supporting service costs from both federal and non-federal entities that are used to accomplish the Department’s mission and strategic goals. For FY 2001, HHS total net cost of operations after intra-HHS elimination is $433 billion, a 12 percent increase compared to the $385 billion reported for FY2000. The Centers for Medicare & Medicaid Services, Administration for Children and Families, and National Institutes of Health account for $352 billion, $44 billion, and $17 billion, respectively, which comprises about 95 percent of the Department’s total net cost of operation. 

Consolidated Statement of Changes in Net Position

HHS finished FY 2001 with a consolidated net position total of $291 billion. This is a 9 percent increase from the prior fiscal year total of $266 billion. However, Net Results of Operations decreased by 30 percent from FY 2000, partly due to a 12 percent increase in the Net Cost of Operations.

Combined Statement of Budgetary Resources

The Combined Statement of Budgetary Resources explains the sources of HHS appropriated dollars and provides a status of how those funds are spent. Total outlays for the year ended September 30, 2001 are $528 billion. This represents an increase of 10 percent from the prior fiscal year outlays of $481 billion. The change in total net outlays is primarily driven by increases in obligations of budgets of $49 billion. HHS FY 2001 budget authority was $563 billion, an 8 percent increase compared to FY 2000. The Department obligated $548 billion, which is almost 97 percent of its total budget authority for FY 2001. As of September 30, 2001, the Unobligated Balances Available totaled $2 billion.

Consolidated Statement of Financing

The Consolidated Statement of Financing demonstrates the relationship between net obligations derived from HHS’ budgetary accounts and net cost of operations derived from the Department’s proprietary accounts by identifying and explaining key differences between the two numbers. For FY 2001, HHS total net cost of operations is $433 billion. Total resources used to finance HHS activities are $510 billion, a 23 percent increase compared to $415 billion in FY 2000. Total resources used to fund items not part of the net cost of operations for FY 2001 are $124 billion.

[Begin Call out]

Limitations to the Financial Statements

In accordance with OMB Bulletin 01-09, “Form and Content of Agency Financial Statements,” we are disclosing the following limitations of the HHS FY 2001 financial statements, which are contained in this Accountability Report.

The financial statements have been prepared to report the financial position and results of operations of HHS, pursuant to the requirements of 31 U.S.C. 3515(b).

While the statements have been prepared from HHS’ books and records in accordance with generally accepted accounting principles (GAAP) for Federal entities and the formats prescribed by OMB, the statements are in addition to the financial reports used to monitor and control budgetary resources, which are prepared from the same books and records.

The Statements should be read with the realization that they are for a component of the U.S. Government, a sovereign entity

.

[End call out]
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