CONSOLI DATED STATEMENT OF FI NANCI AL POSI Tl ON

L) 198 Restat ed
AS OF
SEPTEMBER 30, 1999 pgcats
----------------- BM Asset s:
(dollars in thousands) Fund Bal ance wth Treasury (Nte 2 $40, 479 $44, 178
I nvest nents (nte3 1, 751, 966 1,661 34
Account s Recei vabl e Due fromFederal Agenci €s (note 44 A 3l
Accounts Recei vabl e Due fromthe RUblic, Nt (ne4s %53 1,84
Interest Recelvad e De fromthe Riblic, Nt (vte sy 35 749
Advances and Pr epaynent s 0 &
Fysicd Assets (ves 3031 5 %/
Total CBMAssets $1, 79, 832 $1, 713 773
Pssets Hld on Behalf of Qhers
Inerest Receivable De fromthe Ric, Net (e g 1 3
Tatal Assets Held on Behalf of Qhers 1 $43
Total Assets $1, 796, 853 $1, 713,816
Ligilities
Liabilities QGvered By Bidgetary Resour ces:
Account s Payal e to Federal Agencies $163 BHA
Accounts Payabl e to the Riblic 5 407 4,764
Accrued Pyrd | and Benefits tothe Rbic 2523 2282
Tatd Liahlities @vered by Budgetary Resources $3, 098 $7,330
Liabilities Not Gwered by Bidget ary Resour ces:
Unfunded Liadilities Payabl e to Federad Agencies 1 4
Unfunded Payrdl | Qsts Payable to the Riblic 4,50 4,478
Awunts Held for Qhers (veg 1,99
Qher Lidilities (we? $123, 252 $112, 259
Tatd Liahlities Not Qovered by Budgetary Resources $128, 686 $118, 800
Tad Lidilities $136, 784 $126, 160
Net position
Lhexpended Appropriati ons (nesg $322, 139 $320, 727
Ginol ative Results of Qerations (neg 1,337,930 1, 266,99
Total Net Rosition $1, 660, 069 $1, 587, 656
Total Lidhilities and Nt Rosition $1, 796, 853 $1, 713,816

The accompanying footnotes are an integral part of these statements.
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CONSOLI DATED STATEMENT OF NET COST

<L) o8
FOR THE YEAR ENDED
SEPTEMBER 30, 1999 gxig
----------------- Total Qsts
(dollars in thousands) Ridto Federd Agencies (Note 10) $13, 047 $13, 029
Ridtothe Ridic 263,853 286, 19
Total Program@sts $276, 905 $29, 228
Less Earned Revenue
FomFederal Agenci es ® 142 $1, 488
Fromthe Rublic 37 170
Total ProgramEarned Revenue (Note 11) $3,079 8 278
Net Program Qosts $273, 826 $295, 950
(osts not alocated to prograns
Future Fundi ng Requi renents (Note 12) $11, 047 $20, 457
UMM Gontoi ned Benefit Fund Transfer (Note 13) 81, 766 2,562
Mscel | aneous Bad Debt Expense 174 1,714
Total Uhal | ocated Qosts $92, 987 4,733
Less Qher Earned Revenue 263 $288
Net Lhal | ocat ed Qosts R, 724 A4, 445
Net cost of operations $366, 550 $350, 3%

The accompanying footnotes are an integral part of these statements.
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CONSOLI DATED STATEMENT OF CHANGES I N NET POSI TI ON

1999 1998 Restat ed
FOR THE YEAR ENDED
SEPTEMBER 30, 1999
.................. Net Qost of Qperations $366, 550 $350, 3%
(dollars in thousands)
Qubtracted fromH nanci ng Sour ces:
Appropri ations Used $353, A3 $324, 875
AML Interest, NonFederal B 370
Investnert Interest Earned, Federd 76,073 8,729
Revenue fromFees Assessed 276, 030 278,32
Qher Revenues and FH nanci ng Sources (Note 14) 3 (59
I nputed FH nancing Sources (Note 15) 4,153 4,036
Appropri at ed Revenues (Not e 20) €2 (0]
H nanci ng Sources Transferred-1 / Qut (30 1,34
Net Results of (perations $343, 391 $340, 825
Invested Gpita - Ad ustnents ad
Qher (hanges (Note 16) D (3
Rior Reriod Adjustnents (Note 17) (488 (7,169
Net Change in Gumil ative Results of Qperations $338, 499 $333, 280
Change i n Lhexpended Appropri ati ons (Note 20) (266, 089) (2222
Change in Net Position $72, 413 $98, 028
Net Rosition-Beginning of Reriod 1, 587, 656 1,48, 628
Net Rosition-Bnd of Reriod (Note 8 &9) $1, 660, 069 $1, 587, 656

Net Results of Operations represents the balance of Financing Sources greater than the Net Cost of Operations.

The accompanying notes are an integral part of these statements.
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CONSOLI DATED STATEMENT OF BUDGETARY RESOURCES

1999 1998
FOR THE YEAR ENDED
SEPTEMBER 30, 1999 Budget ary Resources Mde Avai | abl e:
""""""""" Budget authority $360, 314 $305, 267
(dollars in thousands) Appropriati ons avai | abl e for i nvest nert
bu not ddigaion (e 1,443 912 1 351, 56
Uhobl i gat ed bal ances avai | e Beg ming
o Reriad (i nd udes exp red) 54, 522 60, 707
Rei nbur senent s and Q her | ncone 2,08 4,062
Adj ust nent s 17,583 43,914
Total Budgetary Resources nade Avai |l abl e $1, 878,429 $1, 765, 506
Satus of Budgetary Resour ces:
Qligetias incured, goss $373, 215 $359, 419
Lol i geted bel ances availdd e - end of periad (ves 53 736 43 840
Aalddefor investnents/nat ddigaios (wew 1,443 912 1, 31,56
Lol i gat ed bel ances nat availad e - end of period (ve9 7,566 10, 631
Total Satus of Budgetary Resources $1, 878,429 $1, 765, 506
Qi ays:
ol igations incurred, Net $348, 234 $306, 078
(ol i gat ed bal ance-begi i ng of period 273, 514 293, 270
Less: (il i gated bal ance-end of periad 263, 839 273,514
Total Qitlays $352, 859 $325, 834

The accompanying footnotes are an integral part of these statements.
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CONSOLI DATED STATEMENT OF FI NANCI NG

FOR THE YEAR ENDED
SEPTEMBER 30, 1999

(dol lars in thousands)

1999 198
ol i gati ons and Non-budget ary Resour ce
@ligations Incurred $373, 215 $358, 312
Less: Send ng Authority for Ofsetting Gl ections
and Qher Budgetary Adj ust nents 24, 81 635
Less: Exchange Revenue nat i n the Budget 24 233
Total Qoligations as Adjusted, and
Nbon- budget ary Resour ces $347, 970 $357,339
Resources That Do Not Fund Net ost of (perations
Change in Anourt of Gdods, Services, and Benefits
Qdered but nat yet Recei ved or Rrovi ded $5,310 (BR
@st Gpitdized on the BA ance Seet (79 (8
H nanci ng Sources That Fund @sts of Frior Reriods (200 0
Q her 0 0
Total Resources That do not Fund
Net (ost of Qperations 2,59 ($34,112
(osts That Do Not Requi re Resources
Depreci ation and Anorti zati on $627 $962
Revd tion o Assetsadliailities 14,218 24, 43
Q her 174 1,713
Total Qosts That do not Require Resources $15, 019 $27, 168
H nanci ng Sources Yet to be Provi ded $82 0
Net (ost of Qperations $366, 550 $350, 3%
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N OTES TO CONSOLI DATED FI NANCI AL STATEMENTS FOR THE FI SCAL YEAR ENDED SEPTEMBER 30, 1999 AND 1998

Summary of
Si gni fi cant
Accounting
Pol i ci es:

A Besis of Resentation

These financid statenents have been prepared to report the financid position, the net cost
o operations, the changes in net position, the budgetary resources, and the statenant of
financing of the Ofice of Surface Mning Recl anati on and Bif orcenent (CBM, as required
by the Qhief FHnancial Gficers Act of 1990 and the Gover nnent Mnagenent Ref ormAct
o 19 These financia statenents have been prepared fromthe books and records of
CBMli n accordance wth general |y accepted accounting princi ples (G¥P usi ng gui dance
i ssued by the Federal Accounting Sandards Advi sory Board (FASAD) and the Ofice of
Minagenent and Budget (QMB) and CBVIs accounting policies which are sunmarized in
thisnote Thesefinancid statenents present proprietary and budgetary infornati on while
other financiad reports a so prepared by CBMpursuant to QB di rectives are used to
nonitor and contro CBVIS use of budgetary resour ces.

The financid statenents shou d be read wththeredizationthat they are for a conponent
o the ULited Sates Gvermernt, asovereégn etity. Qeinglicaion of thisistha
lighlities cana beliqiddted wthat legslaionthet provides resorces ad |l ed
athority to do so

The accourting structure of CBMi s designed to reflect bath accrual and budget ary
accounting transections.  Uhder the accrual nethod of accounting, revenues are recogn zed
when earned, and expenses are recogni zed ven incurred, wthout regardtoreceipt o
paynent of cash. The budgetary accounting principles, onthe ather hand, are designed to
recogn ze the ddigation of funds accardngtolegd requrenents, wichin nany casesis
prior tothe occurrence of an accrud -besed transaction The recogni tion of budgetary
accouting trasactios is essetia for conpliace with legd constraints ad cotrd s over
the use of Federd funds.

The accounting princip es and standards gpplied in preparing the financid sta enents and
described inthis note are in accordance wth the fd lowng hi erarchy of accourti ng
pinddes

m Saenents of Federad FAnanciad Accounting Sandards (SHAS. These statenents
reflect the accounting principes, standards, and requi renants reconmended by the
Federal Accounting S andards Advi sory Board (FASAB) and approved by the
@nptro ler Grera of the United Sates, the Drector of the Gfice of Mnagenent
and Budget (OMB and the Scretary of the Treasury.

m Formand content requirenents for financia staenents, as presented in QB
Biletin No. 97-01 (Formand Gontent of Agency Hnanciad Satenernts).

m The accounting princi ples and standards contai ned in departnenta and bureau
accounting pdicy and procedures nanud s, and/or rel at ed gui dance.

m Satenents of Federa Fnancia Accounting Gncepts (SHAQ. These concepts are
not authoritative, per se, and do nat have required i npl enentation dates.  Hwvever,
they do cota n very usefu gui dance regard ng the conpl eteness of the ertity and the
presetation o financd infarnation

B Reporting Etity

CAMvies established as aregu atory agency inthe Departnent of the Interior by Rbic
Law 95-87, & so knomn as the Srface Mning Gntrad and Recl anati on Act of 1977
(VY. SWVRA was passed by Gngress on August 3, 1977, and has si nce under gone
severd revisions, the nast recent being the Bhergy Riicy At of 1992 (R i c Law102-485).
Athough SMRA i nitially enpowered CBViwth the authority to collect a statutory coal
recl anation fee through FY 1992, the 1992 revi sion extended this authority through the
year 2004,

The nai n purpose of this feeis tofund the recl anati on of abandoned mne | ands. CBVIS
mssionis further defined by SWIRAto incl ude the adnini stration of prograns desi gned
to (1) pratect society ad the enviramant fromthe effects of cod nmning operati os; (2
recl a mexi sting and future nined areas whi ch pose bath a hezard to pudic hea th ad
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N OTES TO CONSOLI DATED FI NANCI AL STATEMENTS, CONTI NUED

saety ad affect theqaity o the matiol s r@urd resorces; ad (3 prodide technicd ad
finencid assistaceto staes wthprinary regd aory atharity over jurisdctiod cod
mn ng activities.

Budget authority of funds appropriated for SVIRAIS vested to CBV wiichis a so
responsib e for the admnistrative oversigt and pdicy drection of the progam CMis
required by the US Departnent of the Treasury (Treasury), the Generd Accounting
Ofice (G, and OB to report on the accounting of SMIRA funds. The Treasury
acts as custod an over al nonies gopropriated and col | ected by CBM except for i nprest
funds.

C Business Segnent s
1. Fund Accounting

CaMlis resposi bl e for segregati ng accounting entries by category of source or use,
otherw se known as funds. For reporting purposes, CBMhas consdl i dat ed account i ng
detainothree types:

Regul ati on and Technol ogy —These funds cansi st of expend ture accourt's used to
record financid transacti ons ari si ng fromcongressi ond apporgori @i ons to sperd
ererd revene. This caegory syparts thefinancing o state regl aary gats,
oversigt o staereglaay progans, research and devd opnent facilitating the
trasfer of rec amation eqartisetostaes, adthe partid financdng o adl CGM
operati ons and nai ntenance costs. Funding i s appropriated on an amnud besi s.

Recl anati on Prograns —Funds for these prograns cone fromrevenues col | ected
fromexcise taxes (Specid Fund) ad civil perdty assessnerts for the purpose of
rec anation prg ects.

Speci d Funds —These funds vere establ i shed by S\IRA for the deposit of coal
rec anation fees, rdated lae paynert interest, ad adhnistrati ve cherges
recovered inpursting cd lectios. Availad e red anati on fees e used sddy to
fi nance t he Abandoned Mne Lands (AML) Recl anation program However,
before AML funds can be used, a @ngressiona appropriati onis necessary to
auhori ze yearly sperd ng | imits.

I nvest nent Fund —Avail ad e Soecid Fund kel ances, in excess of curet cash
requi renants, areregd arly invested in non-narketad e federd securities as
authori zed under Rl i ¢ Law 101- 508,

Qher —Jhese are tenporary hd ding accounts for resources pend ng distributi on.
Asoincdudedinthis category are CBVIs unf unded conti ngenci es and capital i zed
&S

Deposit Funds —These funds account for receipts avaiting proper d assification,
anounts held in escroy and proceeds fromthe sde of venides. \ehide
proceeds, wni ch are reserved excl usively for the purchese of rep acenent vehid es,
aemnt trested as earned util rep acenent vehides are acoui red

Recei pt Funds —These funds ind ude (1) nisod laneas judicid service fees; (2
fires, (9 ahinistrativefess, (4 msodlaeos recd s, (5 ineet; ad (6
uncl ai ned nani es wi ch are credited amual |y to the Treasury’' s genera
govermant fud Inthebilling and cdlection of these fuds, CBMis nerdy
atingas acdlection agat far the Tressury.

2. Responsibility Segnents

BgminginHscd Year 1998 (BMis resposibe for reporting costs by responsibility
segnerts. CBVIs four prinary business lines areits resposibility segents:

Ehvi ronnental Restoration —This segnert is responsible far the rec anation o
abandoned nine | and af fected by mining that took pl ace before the Srface Mning
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N OTES TO CONSOLI| DATED FI NANCI AL STATEMENTS, CONTI NUED

Lawwves pessed in 1977. 1t ind udes grats to states ad Ind an tribes, energency
prgects, the Appd achian Gean Sreans Initiatives, aswve |l as fudng o rdaed GBM
ativties

Ewironnental Rrotection —his segnent isresposibe far asswing thet the Srface
Mning Laws god s are achieved, prinarily throughthe states ad Indantribes. It

i ncl udes CGBMIrul enaki ng, grants to states and Indian tribes to conduct and devel op
their regu atory prograns, CBMiregul atory operations in non-prinacy states, and C8V
state programeva uati ons and oversi ght.

Technol ogy Devel opnent and Transfer —This segnert is responsible for assuring thet
the states, Imdantribes, federd agedes, indstry ad citizen argani zati as have the
technica infornation adtods they need to carry out the Srface Nining Law It

i ncl udes technical assi stance to inprove the regu atory process and the Avandoned
Mne Land program the Technical |nfornati on Processing System the Trai ning
program and the Applicant Mdator System

H nanci al Managenent —hi s segnert is respasibe far asswring thet the finenc d
assets entrusted to (BMare properly naneged and safeguarded. It incl udes the

cd lection, auditing and i nvestnent of the Avandoned Mne Land fees; the accounting,
reporting and paynent of grant funds, and nanagenent of other revenues such as bond
fafetuesaddvil pedty cdlettios.

The costs of the Executive Direction and Admnistration are dl ocated to these four
resporsi bi lity segnerts.

D Revenues and H nanci ng Sour ces
1. Realized (perati ng Revenue

Appropriations The Uiited Sates @nstituti on prescribes thet funds nust be nade
avai | abl e by Gngressi ond appropri ati on before they nay be expended by a Federal
agency.

Qher Revenue Additiond funds are abta ned through vari ous sources incl ud ng
rei nioursenents for services perforned for ather Federd agencies and the public as vl |
as fees and miscel | aneous recei pts deri ved fromother CBMprograns.

2. Assessnents

The Bond Forfei ture Fund recei ves operating authority based on revenue provi ded from
forfeited perfornance bonds. Regu ations require that proceeds fromthi s fund be used to
rec a mlak thet are spcific tothe fafe ted bod

The Gvil Reralty Fund recei ves appropri at ed revenue fromassessnent's | evi ed agai nst
pernittees wio vid ate any permit condition or ay ather provision o Title VD USC
1268 Rgdaiosreqirethat proceeds fromthis fund be used to red a mlands adversd y
afected by cod mining practices ona dter Agust 3, 1977,

3. Abandoned Mne Land Fees (AM)

The Abandoned Mine Land (AML) programis funded by a recl anati on fee assessed on coal
nmre gperaars. Thefeeis besed onthe type add vd une of cod produced far sd e transfer,
o we /s gproriated by Gngess, nonies rece ved ad deposited inthis specid fud are
used to red a mlands adversd y affected by past nini ng.

Snce theinception of SVIRY the Act requires that half of the AML recl anation fees be
set eside for the statedf aign Theremining cdlectiostaf of the AL and d
inerest, late-paynent perdties, ad adnnistrative chargesare sat aside wthout regard to
the state fromwii ch the fees vere cd lected Amudly, Gngress provides grat nonies in
the GBMappropriation, typicaly nuch | ess than the amnual cdl | ecti ons, which are
dstribuedtothose states ad tribes that have astae o tribd- run AL proyam Fees
cdlected but nat yet gorgriaed aehddintrwst for fuuwe gorgriaios.
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N OTES TO CONSOLI DATED FI NANCI AL STATEMENTS, CONTI NUED

4, Transfers In/ Transfers Qut

Bgmnginfiscd year 1996 (BMhes anud |y trasferred a portion of theinterest it hes
earned through i nvestnent of the AML Fund' s unexpended bal ance to the Lhited Mne
Wrkers of Anerica Gonii ned Benefit Fund (UMMBF). These AM interest
proceeds are nack aval ldd e to provi de hed th benefits faor certandighderetired cod
nmners and their dependents. See Note 13 for additional infornati on

The Ofice o Srface Mning d so admni sters and accauts for finacid activity affecting
no-year funds vhich, inearlier years, had been transferred to CBMfromthe US
Cepartnent of Sate (Inda Fud). The purpose of the Ind atransfer vas to fund research
and devel opnent of India s recl anation programwthin the franework of SWIRA

E Gntraized Federa F nancing Activities

VIs finand d activities ineract wth and are deperndert onthefinancid ativities of the
central i zed nanagenent functions of the federal governnent that are undertaken for the
berefit of the goverment as awd e These activities include pudlic debt and enpl oyee
retirenent and post-enpl oynent benefit prograns. Enpl oyee retirenent and post -

enpl oynent benefit costs, aong wth aninputed fi nanci ng source for these costs, are
included in CAVIs financi d statenants. Hease see Nte 15 for the breskdom of these
assigned costs. Ridic ddat activitiesthat are perfarned for the benefit of the goverment
asawdeaent induddinthese financid staenens.

F. Alownance for Doubtful Accounts

CAMuses two di fferent nethodol ogi es to recogni ze bad debts ari sing fromuncd lectibl e
accouts receivad e, the net o the a | onance nethod and the speci fic and ysi s nethod
The et of the dlomance nethod, wihi ch ves revi sed effective the fourth quarter o fiscd
year 1992 isuwedfar specid addvil perdty fuds accouts recedved e Uder this
nethod, an alonance for doubtfu accounts is ca cu ated quarterly based upon CBVIS past
experience i n successful |y cd | ecting ddl i nquent account's recei val e by ag ng cat egary.
CaVis d | onance nethodd ogy is representative of the cdlectihility of delingquent detx.
For dI aher types, thedlomaceis based onan ad ysis o each accout receivad e

G Gant Expenditures

CGVavrds gats tostaes ad Indantribes tofacilitate the acconpli shnert of its
overd | mission. To neet inmedi at e cash needs, grantees drawdown funds which are
di shursed through an aut onat ed paynent system CBVaccrues these draw dows as
expendtures. Al dshursenants are nade by the Treasury. EHther semhamua |y or

amnua |y, grantees repart costs incurred to CBV

H Administrative Expenses

Executi ve and generd admni strative expenses i ncurred by CBMbenefit bath the
Regul ation and Techno ogy and AML funds. S nce there i s no reasonabl e neans to
directly charge shared expenses, both Regul ati on and Technol ogy and AML recel ve an
equtaderedlocation of indrect costs through a budget - besed formul a

I. Dstribution of AML Appropriation for Reclanation Gants

CBMd stributes the Gngressi onal appropriation fromthe ca | ections of AML fees
through gats tostaes ad tribes. The distribution conta ns three nai n conponert s:
1) staesheredstribuior 2) federd sheredstribuioy 3 axd) energency pragyam
dstribkion The stae-share portionis besed onthe parcetage o eech sta€s bdaxein
the AL Trust Fund Al states o tribes wth a participeting state or triba red anati on
progyamrecei ve state shere d stributios onanamud besisif they have abd axceinthe
trust fund CBMdistributes addtiona nonies fromthe federa share portion of the AML
aopropriation based upon state historica cod production prior to 1978, (BMdi stributes
a lesst SL5miliontostaes a tribes wth quifying redamation prgects. C8Md so
dstributes nonies to be used only for qual i fyi ng energency prograns fromthe federd
share portion of the gopropriati on
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J. Fund Bal ance wth Treasury and Gash

CBMinai ntai ns al | cash accounts wth the Treasury. The account “Fund Bal ance wth
Tressury” represents gopropriated and specid fund bal ances, bath avail ad e and unavai | & e,
Gxsh receipts and di shursenents are processed by Treasury. CBMrecociles its records
wth those of the Treasury on a nonthly basis. Note 2 provides additiond infornation on
Fund Bal ances wth Treasury.

K Investnents

CAMli nvest s excess cash fromAML fee co lections in Treasury Blls. Note 3 provi des
addi tiona infornation concerning i nvestnents. In FY 1999, CAMchanged the way we
reported our investnents earned bt nat yet cdlected It is nowd assified as an Aarti za
tion on Remuns or Dscouts on Nte 3. O previous financial statenents, that
transacti on vas reported as a Recei vabl e wth the Gver nnent .

Sone of these investnent earnings are transferred to the Uiited Nne Vdrkers of Anerica
Gntoi ned Benefit Fund to pay for hed th benefits of qualifying nine vorker beneficiaries.
The naxi ninmannual transfer, exclusive of prior-year ad ustnents, camnot exceed the
amd inerest cdlected each year. The actud tramsfer is based onthe expected costs to the
UWWEF. | theinterest cdlectedis |ess than the UWAIEF estinated annual costs,
thetrasfer wil cosist of theinterest cdlected far thefiscd year, pus an anaut framthe
inerest earnings of $132 nllioncdlected dring FYs 1993-1995. Nite 13 provi des

addi tional infornation concerni ng UWWXE transfer.

L. PRersonnel onpensation and Benefits

And leaeisacruedasit isearned by eploess. Theacorud isredcedas leaeis
taken Eechyear, thebdace of accrued and leaveis ad usted torefl ect curet pay raes.
Aogrigdiosdont ppovide far leaveasit iseaned aly asit isuwsed Qrseqeatly,
Mhes aliablity for unused annual | eave vhi ch i s consi dered unfunded. S ck | eave and
aher types o non-vested | eave are expensed as used

Gfice of Warkers’ onpensati on Programchar geback and unenpl oynent conpensat i on
i nsurance are funded fromcurrent appropriatios wenpaid A ufuded liaghilityis
recogni zed for benefits recel ved by enpl oyees, but nat yet paid by CBV

CaBMlenpl oyees participate inthe Gvil Srvice Rtirenent System(CRY o the Federd
BEnpl oyees Retirenent System(FERS, whi ch becane eff ective on January 1, 1984. Mst
CaMlenpl oyees hired after Decenber 31, 1983, are autonatically covered by FESS and

Scid Scurity. Eployees hired priar to January 1, 1984, codd dect toether jan FERS
and Scid Security or renainin GRS

CaVienpl oyees contribute seven percent of their gross pay to GRS (BMinakes a

nat chi ng contri buti ons to C35 on behal f of CIS enpl oyees. Enpl oyees covered by
SSaent sihect toScid Scurity taxes, nor arethey etitledto accrue Scid Security
benefits for vages subject to G35 G35 enpl oyees, however, do contribute to ned care.
FERS enpl oyees are suject to socia security and ned care taxes. CBMa so contributes an
anout equal to one percet of the enpl oyee' s besic pay to the tax-deferred thrift savi ngs
pl an and nat ches enpl oyee contributi ons up to an additional four percent of pay for FERS
enpl oyees.  FERS enpl oyees can contribute up to ten percent of their gross earnings tothe
plan C35empl oyees have the option of cotribuingtothe thrift savings pan up tofive
percent of their gross salary wth no additi ondl gover ment nat chi ng.

These financiad statenents a so refl ect GRS or FERS accunnl at ed pl an benefits and
ufunded retirenant liahlities, if ay. These figues are cdcd ated ad provi ded to CGBViby
the Ofice of Rersomnd Minagenent. Hease see Note 15 far a further breakdown.

M Incone Taxes
As an agency of the US Gvernnent, CBMis exenpt fromall incone taxes i nposed by

any governing body, wether it be afedera, state, Conmarvea th of the Uhited Sates,
locd, o forel gn govermert .
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Fund Bal ance with
Treasury:

The Treasury perforns cash nanagenent activities for al governmnent agencies. The
Fund Bl ance wth Treasury under Grrent Assets represernts the right of CBMto draw
onthe Treasury for dlovabl e expenditures. The Fund Bal ance wth Treasury represents
CBVIs unexpended, uni nvested account bal ances.  Restricted anounts represent the AML
fees cdlected bt not yet nade avai | ad e by Qngress.

Fund Bal ance with Treasury
(ad lars inthousandks)

99 <2
Aalade $330, 191 317, 36
Restricted 1,462, 253 1,363 941
Sibtotal Aund Bal ance $1, 792, 444 $1, 681, 297
Less Invested B ance (See Nte 3 1,751, 966 1,637,119
Total Fund Bal ance $40, 479 $4, 178

I nvest nent s:

Hfective @tober 1, 1991, CBVivas g ven authority toinvest the bal ance of the AML
Soecid Fund in non-narketabl e federa securities under Riblic Law101-508. The Breau
o RbicDt isthesdeissuer o athorized nonnarketad e Federd securities, wich
are purchased by CBMdrectly fromthe Treasry. CGBMinay invest inhills, nates,
bonds, per vd e specid isstes, ad one-chy certificates. Thereaermorestrictias an
federd agedies astothe use o covertibility of Tressury nonrnarketad e securiti es.

Wen previ ousl y-i ssued Treasury bill's are purchased by CBV the unanarti zed (di scount)
o premumi s cacd ated by the Treasury a the tine of purchese.

Investnents are entered a the narket va ue, wth the d scout accrued as anarti zati on on
premuns or d scounts startingin FYO. Al discout accrud s prior to FY39 have been
acowEd as ineaest reca vl e

Investnents - Treasury Blls
(ddlars in thousank)

199 FRstaad 198
Face \&l ue $1, 764, 997 $1, 668, 182
Lhanorti zed D scount (30,290 (3,083
Aortization on Rremuns or O scounts 17, 459 24,186
Net | nvest nent s $1, 751, 965 $1, 661, 34

Accounts Recei vabl e:

Accounts Recei vabl e due fromFederal Agenci es CBMAsset s
(dlasinthosadk)

199 R a el 198
US Rstd Srvice 0 $30
Departnent of the Interior 2 0
Departnent of Energy 0 1
WBAD (Det. of Sate) 2 0
Net Recei vabl es with the Gover nnent 4 31
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Thereis o Alovance for Uhcd |l ectibl e Anaunts recorded far rece vad es wth ather
goverment agercies. Al receivad es with the govermant are either cdlected or

redassfieda alaa e

B

Accounts Recei vabl es due fromthe Public CAVAssets

(dlasinthosaty)

s Alomace far Urd | ectil e Accouts jies?) 198
AR Bgmng Addtions Reductions BEndi ng Nt AR Nt AR
Blawe B are
Account s Recel vabl e $14, 806 $14, 104 @ 51 (290 $13, 848 $958 $1, 8A
Inerest Recaivad e 13 083 12 852 1,6/ (1,88 12,723 365 749
Total Recei vabl e $27, 84 $26, 956 $3,930 (#4315 $26, 571 $1, 323 ® 43

Red anation receivald es wil, yooncdlection, incresse the stae and federd shere set-asi de

bd ances d scussed i n foatnote 1CB.

Mt hod of Deternining Al avance for Uncadl | ecti bl e Accourt s:
alonance o uncd | ectill e accounts i's acconpl i shed by first categori zi ng the accouts
rece vall e and cd | ecti ons on those recei vl es. The anout of receivabl e cd lectians in
each category is thendvided by thetatd o bath the recei veld es ad cd l ectias in thet
caegory. This percentage represets the anaut of receivad es that are deened cd lectad e
Thus, the inverse of this percentage becones the anount of recei vabl es deened to be
ucdlectide Fx exaple if 75 percat of recavadlesis deened cdlectide an dl ovace
for ucdlectid e accouts vaud d reflect 25 percat of thetatd rece vad es bd ace

C. MNnertity rece vad es represent rece vabl es vii ch GBVihes no statutory authority to
rean Thecdlectios ontheserecavad es are trasferred anud |y to Tressury. Aintra
covermantd payaleis estadished a the sae tine the recaivad e is estad i shed

Account s Recel vabl es due fromthe Rublic Hld on Behal f of others

Cetermnation of the

(dlasinthosad
Goss Al oreree fa Und | edtid e Aoauts 19D 198
AR Bgming Adtios Rddias Bd g Nt AR Net AR
Blaxe Blaw

Interest Rece vab e
Gvil Rerdty Qher $1, 243 $1, 258 $174 (33 $1, 20 # 6
Admni strati ve Qher 7 0 0 0 0 7 7
Total Recei vabl es $1, 260 $1, 258 $174 (33 $1, 239 21 ™3
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The G her categary regresats accouts recavade far inerest, padties, adadnnstra
tivecosts. Qvil perdtyineest israganedby BVtoredammningsites. Gvil padty
adhni strative and pend ty charges are forvarded to the Treasury.

R ease see Footnate 4Bfar expl anetion of deterninetion of uncd | ecti bl e accourts.

Physical Assets:

(AMdoes ot omn any real estate or buildings. Al property and egui pnent are va ued a
histoaricd cost. Roperty ad equi pnent are cgpitdi zed venever theinitid acquisition
oost is $15 thousand or nare and the estinated usefu lifeistwyears o lager. Thisisa
change fromprior years were the capitaizati on threshd d vas $6 thousand or nare.
Grputer softvare is not capitaized uless the acquisition cost is $5 thousand o nare.

Al property and equi pnent is depreciated using the straight line nethod and an asset’ s
wefu lifeandis deternmined using Grerd Servi ces Adnini strati on gui dance.

Fhysi cal Assets
(dlasintrosad
Snice  Aqisition Acumlaed 1999 198
life \d e Rpaaicn Bk\dle Bdk\dwe
ADP Equi prent 5 ® 691 (%L, 450 $1, 240 3 264
Gfice Eui pnent 11-20 84 (13 600 1,116
\ghdes 6-10 2347 (115 1,19 1,177
Taotd HFysicd Assets %, 82 (™ $3 031 ¥, 567

Amounts Held
for Chers:

Deposits recel ved by GBMare held in suspense pending legd action, idetification, o
aher futher action These deposits have beenidatified as (1) Ra nbursal e advances -
recd pts fromrecipents of services yet to be parfaned (2 Qber escroms - pernit fees
hel d by GBViuti| the permit is issued (3) Gvil Rerdties Escrow- funds cd | ected fram
civil perdties hedin escrowpend ng any aopea processes wii ch wil det ernine whet her
Caviwl | refund the cd | ections or trasfer the cdlections to goropri ate accouts far use
by the Federd Gvernnent; (4) Bonds - cash held by GBMuntil the cod operator hes
fuly red aned the specific bonded site; (5) Qher - nisadl i ed deposi ts pend ng correcti on
and deposits nat gl i ed due to tinng, a so pend ng carrection; and, (6) Qverpaynents -
excess AML fee paynents due to be refunded or returned to Treasury.

Amunts Hld for Ghers
(ad lars inthousands)

8

Rei nbur sabl e Advance
Qher Escrows

Gvil Rrdties Escrow
Bonds

Qher Deposits

Over paynent s

g

2 Bushal B
8 BE¥shed

Total Anounts Held for Qhers

b4
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Qher Liabilities:

A Bwvironnental Liabilities

The Gngress hes identified the recl anati on of abandoned nine sites as an dy ective of
providng far the generd hedth and sefety o thepegde  Inarder to finance the red ama
tion, GAMcd lects afee for codl sdd o used fromeurrent nining gperations into a fud
call ed the Avandoned Nine Land Fund.  The purpose of this fee is to support, anong ot her
things, the reclanation of abandoned nine | ands. @ngress authori zes the fund ng for these
proects on an anud beasi s through appropriati ons fromthis fund.

Athough CBVIs nissi on i ncl udes the adnini strati on of prograns desi gned to protect

soci ety fromthe effects of cod mining gperations, GBMhes o liadlity for fuure
enviromnenta cleanup. CBMdoes not own land or contribute to envi ronnent al
cotanmnati on. Hwever, CBViprovi des sone fundi ng, through grants for states and tribes
and through contracting in states or triba |ands that do nat have approved abandoned nne
land prograns, inorder to reclameig bl e abandoned mine sites or to vark on ot her
geified prgects. Al costs assodiaed with these prg ects are accrued as the gatee incurs
them

B Qntingert Liabilities

There have been clains filed agai nst GBViwth adjudi cation pendng.  As of

Spteher VD anaddtiod SO mllion(far atad o $120.6 milionfor dl years) hes been
accrued inthe financia statenents for cases in v ch paynent has been deened probad e
ad far vhichthe anout of potertid liahlity hes been established Gsh settlenerts are
expected to be paid out of the Judgenent Fund nai ntai ned by Treasury rather than from
operating resources of C8

No anount s have been accrued in the financial records for clains were the anount or
pravehility of judgenert is ucartan Sfficdet infonationis nat curetly avaladeto
otermire if the utinate resd uion of these proceed ngs, actios, ad dans wll nateridly
afect GAVIsfinacid positionar resuts o oeerdiams.

Unexpended
Appropriations:

Uhexpended Appropri ati ons

(dlasinthosaty)
L) 198
Uabligated and Availabl e 63, 736 $43, 840
Lhobl i gat ed and Lhavai | abl e 7,56 10, 681
@l i gated 260, 837 266, 206
Total Lhexpended Appropri ati ons $322, 139 8320, 727

Curul ati ve Results
of Qperations:

The Federal Accounting S andards Advi sory Board (FASAB) Sandard, “Accounting for
Revenue and Qher H nanci ng Sources”, coni nes Gunol ati ve Results of perations wth
Invested Gypital and Future Fundi ng Requi renent s.

Qnul ative Results of (perations
(ddlarsinthosak)

99 198
Gpitaized Roperty 3 0L %6, 567
Fut ure Fundi ng Requi renent s (127,73 (24,419
Gl ative Results of Qperati ons 1,462,681 1, 285,848

Total Gl ative Results of Qperations $1, 337,930 $1, 266, 929

Annual Report 1999 m Office of Surface Mining 6L




N OTES TO CONSOLI DATED FI NANCI AL STATEMENTS, CONTI NUED

Costs Paid to
Feder al Agenci es:

Qsts Paid to Federal Agenci es

(dlasintrosady
1) 198
Departnent of the Interior:
Bureau of Recl anati on 1 $170
Bureau of Land Managenent 13 7
Mnera s Minagenent Servi ce Jis) 37
Ntiond Park Service 0 n
Ofice o the Scretary 3424 2736
FshadWdife Srvice 4 0
Bureau of Nines 0 2
US Gdogca Srvey (LBH 53] P
Totd, Cepartnent of the Interior 83 675 $3, 015
Qher Federa Agenci es:
US Rstd Srvice $166 0
Greral Services Administration 395 4,33
US Treasury e 9
Gvernnent Frinting Gfice 23 24
Departnent of Sate 3 0
Q her 4,353 4,42
Total, Qher Federa Agencies 8,745 0,053
Depreci at i on Expense $627 $961
Totd Qsts Faidto Federd Agencies $13, 047 $13 029

Ear ned Revenue:

There are sone types of receipts (e g, reinbursad e agreenents wth states and ather
federd agencies) thet are recogni zed as revenues vhen earned.  These revenues nay be
used to offset the cost of produci ng the product o provid ng the service for vhi ch they
aerecd ved
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Ear ned Revenue
(ddlars inthousak)

FanFeyd Apdes 190 198
Breau of Indan Afars $1, 141 $L 22
Bureau of Land Managenent 0 &
Netional Park Service 16 0
Mneral s Minagenent Servi ce al 10
Ofice of the Scretary - DD D 2
Environnental Protecti on Agency % 2
Departnent of Ener gy 7 2
Departnent of Sate 727 a
@neral Services Administration & 0
Internal Revenue Service 0 38
Total Revenue fromFederal Gover nnent ® 142 $L, 483
Fomthe Ribic:

Bod Forfei tures 241 61
| ndonesi a (74 586
Kent ucky 0 6
Fennsyl vani a 591 19
Mscel | aneous 18 1,128
Total Revenue fromthe Ribdic $937 $L, 70
Total Earned Revenue $3,0M $3 278

The Departnent of the Interior has provided CBMwth its unfunded future liaality for
vorkers conpensati on benefits covered by the Federal Enpl oyees Gonpensati on Act
b2 ez (FE) and the Departnental payrol | operation has provided data for accrued unfunded
.......... |me
Future Funding .
Requi rement s: Rtue Rud rg Ro renarts
(ad lars inthousands)

19 198
Accr ued Unf unded Leave (22 ($100
FECA 1,08 119
@rtingert Lidilities 10,011 0438
Total Future Fundi ng Regui renents $11, 047 $0, 457

Fesetly, al earnings fromAML i nvestnents are reinvested, thus provid ng a source of
addi tional funding to enhance AML Special Fund equity. However, wth the enactnent of
Note 13. Ribl i c Law102-486 on Qtober 24, 1992, and effective in 1996, CBMIi s required to transfer
.............. annual |y a portion of the interest earned fromthe AML Soeciad Fund to the Lhited Mne
Vrkers of America Gonti ned Benefit Fund (UMMBF). These AML i nterest proceeds
U MVACBF Transfers: aenack avalddetoprovice hedth bedfits far catandiglereired cod mrers adther
Oependents.  Paynents are nade annual |y based on the nuniber of beneficiaries and are
nace i n advance besed on an estinate.  Uder current practice, the estinate is then ad usted
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toactud costs as hedth berefits aepaid Addtiodly, the nner of bendficd aries can
change fromyear to year based on court cases, barkruptcies, and nortdity. The large
incresse in bereficiaries and dd lars betveen fisca year 1998 ad 199 is dee prinarily to
the Lhited Sates Sprene Gurt’s decision inthe Estern Bterprises case. O Jure 25,
198 asaresut o the Sprene Qurt’s rding, Esstern Bterprises ad siml arly situated
conpeni es vere rel eased fromtheir ligdility to pay hedth benefits for nire verkers and
bereficiaries thet had been assigned to them These beneficiaries then vere trasferred to
GMfor paynent fromFY 96 forvard. The cost adj ust nents shown bel owrefl ect
CBVIs paynent of these bereficiaries for prior years.

UMMCBF Tr ansfers

(dlasinthosaty)
99 Rstaed 198

Total Nunber of Beneficiaries 19 663 15, 489
199 Qxsts $47, 588

1998 Gkt s 9,4% $36, 249
1997 Qxsts 15,129 7,04
1996 Qxts 954 (10 721)
Total Paynent 1, 766 $R, 562

Note 14.

O her Revenues and
Fi nanci ng Sour ces:

Q her Revenues and H nanci ng Sour ces

(dlasinthasad)
Accrual-based accounting includes both collected and uncollected revenue as a financing source.
199 98
Admini strative Revenue fromAM fees $126 L7074
Gvil Pendty Rvenue ) (V)
Total Qher Revenues and A nancing Sources  $73 (®H

Not e 15.

I mput ed Fi nanci ng
Sour ces:

Fior to 1997, Departnent of the Interior agencies dd nat report or record an assi gned
expense or assi gned financing source for retirenent and post-enpl oynent benefits borne
by the Gfice of Rersonnel Minagenent. Because of newgui dance i ssued by the Federd
Accounting Sandards Advi sory Board, effective in 1997, these assi gned expenses ad
financing sorces are reported and recarded. This dl ons agencies to nare accurat ey
reflect the berefit expenses crested by the agency’ s guerations. The fdlowvng tad e cetals
the expenses incurred for retirenent and post -enpl oynent benefits.
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Assigned Retirenent and Post - Enpl oynent Benefits Qost
(dlasinthasady

Bse Hay o CBVIRrcetage of 1999
EigHe Egoes A ged G

Gvil Srvice Retirenent SystemPRensi ons $23, 067 10. 20% NG 3¢
Gvil Service Retirenent System

Ofset Rrsias 1,97 11. 50% 20
Retirenent Life Insurance 29,20 0. 02% 6

Retirenent Heal th Benefits
573 enpl oyees (yearly average)
nol tiplied by $2, 731 00 per enpl oyee 1,564

Totd Assigned Berefits Gst $, 153

R ease see Nte 1L for futher exdaetion of the Gvil Service Retirenent System

Invested Gapital Adjustnents and Qher Changes

(dlasinthasady
Note 16
.............. L) 198
I nvested Capital
Adj ust ments and @amagzggdxéaes S (ég) (%Ql?)
O her Changes:
Total Invested Gpita Adjustnents and Qher Changes (%9 ($317)
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Note 17.

Prior Period
Adj ust nent s:

Ria Rriad A ugmats
(dlasinthosad

Rdassificaiond cdvil pedty det for changes ad o
carectians to priar year accouts rece vad es far
i ndividud circunstances. B $1, 007

Recl assification of AL Fee BIling and Qi | ections for
changes and/ ar correcti ons to priar year accouts
recaeivaes for indvida d rounstances. 0 (49D

Recl assificationof Adited Fee Blling ad @l ectias
for changes and/ or correcti ons to prior year accouts
receivad es for ind vida d reunstances. (58 (158

Recordng of FE A actuarid liadlity for dfferences
between FYO8 and FY99. Direction given at the Depart nent
led fa the atry. 0 (Le2

Red assification o property fromeapitdized to noncaptdized
The capitaization thresha d vas changed fromdb, 000 to
$15,000 i n FY99. (239 0

Recording of revenue that shoul d have been reported in FY98.
The investnent accrual did not natch wth Treasury’ s
accrual so adj ustnent vas nade. K0 0

Recording of expenses that shoul d have been expensed in FY98.
A FY98 grants schedul e was erroneousl y backed out of ABAd S
a theend o the year. (202 0

Total Rrior Reriod Ad ustnent (#BsB (%7,168

Appropriations
Available for
I nvest ment :

The Avandoned Mne Land Fund constitutes the largest portion of the Gfice of Srface
Mnng s assets. This fud cosists o avail ad e and restri cted ba ances as sumarized in
Nte 2 Availad e bal ances are those whi ch have been previ ously aut hori zed by Gongress
to firance red anati on of abendoned nine | ands.  The restri cted be ance refers to the
anout of fee cdlections and i nvestnent interest incone which are yet to be authori zed
by Gngress far use by the Ofice of Srface Nining or transferred to ather agenci es per
the Abandoned Mne Land Recl anation Act of 1990 and the Energy Folicy Act of 1992
The restricted bal ances far 199 and 1998 are detai | ed be ow

Apqriagias Adldde fa |nvestrart

(dlasinthasady
Ll 198
Begi nni ng Bl ance $1, 1, 566 $1, 221, 681
Add Fee @l lections 276, 674 273,039
At Investnent |nterest 82, 830 67, 081
Less: Aprooriations 185, 416 177,624
Add: Appropri ati on Resci ssi on 5 0
Less: Trasfers Qt 81, 766 , 52

BEndi ng Bal ance $1, 443,912 $1, 1, 566
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Note: Rudic Law106-51 reduced the curent year appropriation by $24,500. This
resci ssion action returned those funds to the AML restricted ba ace. RHease refer to Nte 2
for futher infornati on on restricted and urestricted asset bd ances.

Toproperly repart the financid position of the agency, these financid staenerts i nd ude
exp red appropri aed accounts whi ch are unavai lad e for newaodigations.  These unavai | adl e

Note 19. funds are cancel ed and returned to the Treasury five years after the appropri ati on vas
-------------- athorized The current bal ance of unavai labl e (or expired) appropriations i's approxi nately
Expi red Unobl i gat ed $7.5mllion

Bal ances:

The 1998 data hes been restated  (BMihes changed the presentation of the transfer of the
AML Appropriation fromAppropriated Revenues to Change i n Lhexpended Appropri a-
Note 20. tias

St at enent of Fi nancing
Rest at ed:

OFFI CE OF SURFACE M NI NG
RECLAMATI ON AND ENFORCEMENT
Fsca Year 199 Fnancia Satenents
and
Acconpanyi ng Foot not es
Prepared in Accordance wth
Federal Accounting Sandards Advisory Board
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SUPPLEMENTAL STATEMENT OF NET COST

For the Year
Ended
September 30, 1999

(dol lars in thousands)

Responsibility Segnents @sts:
Environnental Protection

Tota Qsts
Less Earned Revenue

Net Enwvironnental Protecti on Qosts:
Envi ronnental Restoration

Totad Qsts
Less Earned Revenue

Net Ewironnental Restoration Qists:
Technol ogy Devel opnent and Tr ansf er

Tota Qsts
Less Earned Revenue

Net Technol ogy Devel opnent and Transfer Qosts:

H nanci al Managenent

Totd st
Less Earned Revenue

Net H nancia Minagenent Qosts

Net Rrogram@st s

(osts Not Allocated to Prograns

Fut ure Fundi ng Requi renent s

UMM Gonbi ned Benefit Fund Paynents:
Mscel | aneous Bad Debt Expense

Total Wnal | ocated Qsts:

Less Qher Revenues

Net Unal | ocat ed (sts

Net st of Qperations

$77,015

$76, 289

1B 96
106

$168, 830

49
128

$19, 731

905

8B 5

$273, 826

11, 047
8, %

$R2, 987

R, 724

$3%6, 550
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SUPPLEMENTAL STATEMENT OF CHANGES I N NET POSI TI ON

1999 Environmental Environmental Technology  Financial Unallocated
Protection Restoration  Development Management Costs
FOR THE YEAR andyliansfer
ENDED
SEPTEMBER 30, 1999 Net Costof Operations $366,550 $76,280  $168,880 $19,731 $8,926 $92,724
) Subtracted from Financing Sour ce:
(dollars in thousands)
Appropriations Used 353,943 74,903 169,945 18,883 8,446 81,766
AML Interest, Non-Federal 98 98
Investment I nterest Earned, Federal 76,073 76,073
Revenue from Fees Assessed 276,030 276,030
Other Revenues and Financing
Sources (Note 14) 73 73
Imputed Financing
Sources (Note 15) 4,153 4,153
Appropriated Revenues (99) (99)
Financing Sources Transferred-1n/Out (330) (330)
Net Results of Operations $343,391 ($1,386) $1,065 ($848)  $355,848  ($11,288)
Invested Capital - Adjustments and
other Changes (Note 16) (49) (22) (10 (1) (6)
Prior Period Adjustments (Note 17) (4,843) (1,371) (2,169) (543) (717) (43)
Net Changein Cumulative Results
of Operations $338,499 ($2,779) ($1,114) ($1,402)  $355125  ($11,331)
Changein Unexpended
Appropriations (266,086) (4,120) (167,601) (5,378) (7,221) (81,766)
Changein Net Position $72,413 ($6,899)  ($168,715) ($6,780)  $347,904  ($93,097)
Net Position-Beginning of Period 1,587,656 38,962 453,910 11,023 1,118,446 (34,685)
Net Position-End of
Period (Note8& 9) $1,660,069 $32,063 $285,195 $4,243 $1,466,350 ($127,782)
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MANAGEMENT REPRESENTATI ON LETTER

OFFICE OF SURFACE MINING Us. ”"""“"“"'3"‘5‘3
RECLAMATION AND ENFORCEMENT L899I
Washington, D.C. 20240

N 28 o

Memorandum

To: Earl E. Devaney, Inspector General
Office of the Inspector Gener

ina/n% Officer

Subject: Management Representations for the Department of the Interior (DOD)
Fiscal Year 1999 Consolidated Financial Statements

From: Robert J. Ew g,

This letter is in connection with your audit of the Office of Surface Mining (OSM) Statement of
Financial Position as of September 30, 1999, and the related Statements of Net Cost of
Operations, Changes in Net Position, Budgetary Resources, and Financing for the fiscal years
then ended, as well as fiscal year 1998 comparative information and other information presented
in the Departmental Report (collectively referred to as “financial statements™) for the purposes
of: (1) expressing an opinion as to whether the Principal Statements arc presented fairly, in all
material respects, in conformity with Federal accounting standards; and (2) reporting whether the
agency’s financial management systems substantially comply with Federal financial management
system requirements, applicable Federal accounting standards, and the U.S. Government
Standard General Ledger at the transaction level as of September 30, 1999.

We confirm, to the best of our knowledge and belief, the following representations made to you
during your audit, that these representations are as of the date of your auditor’s report, and
pertain to the periods covered by the financial statements. These representations update the
representations we provided in conjunction with your audit of the financial statements as of and
for the year ended September 30, 1998.

1. We are responsible for the presentation of the financial statements and required
supplemental information in conformity with Federal accounting standards.

2. The financial statements and supplemental reports are fairly presented in conformity with
Federal accounting standards.

3. We are responsible for the identification of and compliance with pertinent laws and
regulations and for establishing and maintaining an internal control structure.
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10.

11.

12.

We have made available to the auditors all:
a. financial records and related data, and

b. communications from the Office of Management and Budget (OMB) concerning
noncompliance with or deficiencies in financial reporting practices.

There are no significant transactions that have not been properly recorded in the
accounting records underlying the financial statements or disclosed in the Notes to the
financial statements.

We have properly identified and eliminated all significant intra-bureau transactions. All
intra-governmental transactions and balances have been appropriately recorded, reported,
and disclosed. Also, we have reconciled significant intra-governmental transactions with
the appropriate trading partner, including the following types of activities: Investments in
Public Debt Securities, Borrowings from Treasury, Borrowings from the Federal
Financial Bank, interest (revenue, expense, receivable, payable) related to investments
and debt, agency contributions to employee benefit plans (e.g., OPM and the Department
of Labor), and intra-governmental revenue. Related party transactions and related
accounts receivable or payable, including assessments, have been properly recorded and
disclosed.

We have complied with all agpects of contractual agreements that would have a
significant effect on the financial statements in the event of noncompliance.

There has been no significant fraud (intentional misstatements or omissions of amounts
or disclosures in the financial statements and misappropriation of assets that could have a
significant affect on the Principal Financial Statements or Required Supplementary
Information) or any fraud involving management or employees who have significant roles
in internal control.

There have been no communications from regulatory agencies or oversight agencies, such
as the Office of Management and Budget, the Department of the Treasury, and the U.S.
General Accounting Office, concerning noncompliance with, or deficiencies in, financial
reporting practices that could have a significant effect on the Department’s financial
statements.

We have no plans or intentions that may significantly affect the carrying value or
classification of assets and liabilities.

Where significant, accounts receivable have been reduced to their estimated net realizable
value.

The DOI administers approximately four hundred million acres of real property, with title
held in the name of the United States, that is not considered an asset for purposes of this
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memo. This includes, but is not limited to, lands within the National Park System,
National Wildlife Refuge System, Public Lands, and other Federal lands and interests in
land. Accordingly, except as disclosed in the Notes to the Financial Statements, the
Office of Surface Mining, either in its name or that of the United States, as appropriate,
holds satisfactory title to the assets that it owns or administers, and there are no material
liens or encumbrances on such assets inconsistent with such Federal ownership interest.

13.  There are no:

a. possible violations of laws or regulations whose effects should be considered for
disclosure in the financial statements or as a basis for recording a loss
contingency,

b. other liabilities or gain or loss contingencies that are required to be accrued or

disclosed by Federal accounting standards, except for unresolved
recommendations in prior OIG and General Accounting Office audit reports,

c. unasserted claims or assessments that are probable of assertion and must be
disclosed in accordance with Statements of Federal Financial Accounting
Standards (SFFAS), except as disclosed in the Notes to the Financial Statements.

14. We are responsible for establishing and maintaining internal controls.

15.  Pursuant to the Federal Managers Financial Integrity Act, we have assessed the
effectiveness of the Bureau’s internal controls in achieving the following objectives:

a. Reliability of financial reporting-- transactions are properly recorded, processed,
and summarized to permit the preparation of the financial statements and
Required Supplementary Stewardship Information in accordance with Federal
accounting standards, and the safeguarding of assets against loss from
unauthorized acquisition, use, or disposition;

b. Compliance with applicable laws and regulations--transactions are executed in
accordance with: (i) laws governing the use of budget authority and other laws
and regulations that could have a direct and material effect on the financial
statements, and (ii) any other laws, regulations, and governmentwide policies
identified by the OMB in Appendix C of OMB Bulletin 98-08; and

c. Reliability of performance reporting--transactions and other data that support
reported performance measures are properly recorded, processed, and summarized
to permit the preparation of performance information in accordance with criteria
stated by management.

16.  Those controls in place on September 30, 1999, provided reasonable assurance that the
foregoing objectives are met.
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17.  We are responsible for implementing and maintaining financial management systems that
comply substantially with Federal financial management systems requirements contained
in OMB Circular A-127, “Financial Management Systems,” applicable Federal
accounting standards, and the U.S. Government Standard General Ledger (SGL) at the
transaction level.

18.  We have assessed the financial management systems to determine whether they comply
substantially with these Federal financial management systems requirements. Qur
assessment was based on criteria established under OMB Circular A-127 and guidance
issued by OMB and included in Appendix D of OMB Bulletin 98-08.

19 As of September 30, 1999, the financial management systems do not comply substantially
with the Federal financial management system requirements, as described below:

The Audit Report on General and Application Controls Over Automated Information
Systems completed by the Office of Inspector General and transmitted on December 21,
1999, states that the weaknesses found in OSM’s general controls over its automated
information systems should be reported as a “reportable condition” in OSM’s annual
financial statements for fiscal year 1999. Specifically, OSM did not have an adequate
security program; did not have controls over access to automated information systems
resources, systems software, separation of duties, software development and change
management; and did not have assurance of continued operations in the event of a
disaster or system failure. OSM has completed or has begun actions needed to implement
the recommendations; however, many of these actions were not completed by the end of
fiscal year 1999.

20.  We are responsible for the compliance with the applicable laws and regulations.

21.  We have identified and disclosed to you all laws and regulations that have a direct and
material effect on the determination of financial statement amounts.

22.  We have disclosed to you all known instances of noncompliance with laws and
regulations.

23. No events have occurred subsequent to September 30, 1999, that would require

adjustment of, or disclosure in, the consolidated financial statements.

If you have any questions with respect to this letter, please contact Robert Ewing at (202) 208-
2560.
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United States Department of the Interior

OFFICE OF INSPECTOR GENERAL
Washington, D.C. 20240

MAY 10 2000

INDEPENDENT AUDITORS REPORT

Memorandum
To: Director, Office of Surface Mining Reclamation and Enforcement

Subject: Independent Auditors Report on Office of Surface Mining Reclamation and
Enforcement Financial Statements for Fiscal Years 1999 and 1998
(No. 00-1I-433)

SUMMARY

In our audit of the Office of Surface Mining Reclamation and Enforcement’s (OSM)
financial statements for fiscal year 1999, we found the following:

- The principal financial statements were fairly presented in all material respects.
OSM'’s principal financial statements consist of the Consolidated Statements of Financial
Position as of September 30, 1999, and 1998, and the Consolidated Statements of Net Cost,
Changes in Net Position, Budgetary Resources, and Financing for the fiscal years ended
September 30, 1999, and 1998.

- Our tests of internal controls identified a reportable condition involving OSM’s
general controls over its automated information systems. Specifically, OSM did not have an
adequate security program; did not have controls over access to automated information
systems resources, systems software, separation of duties, and software development and
change management; and did not have assurance of continued operations in the event of a
disaster or a system failure.

- Ourtests of compliance with laws and regulations identified a noncompliance issue

that is required to be reported concerning the Federal Financial Management Improvement
Act of 1996.

Our conclusions are detailed in the sections that follow.
OPINION ON PRINCIPAL FINANCIAL STATEMENTS

In accordance with the Chief Financial Officers Act of 1990, we audited OSM’s principal
financial statements for the fiscal years ended September 30, 1999, and 1998, as contained




in OSM’s accompanying 1999 Annual Report. These financial statements are the
responsibility of OSM, and our responsibility is to express an opinion, based on our audit,
on these principal financial statements.

Our audit was conducted in accordance with the "Government Auditing Standards," issued
by the Comptroller General of the United States, and with Office of Management and Budget
Bulletin 98-08, "Audit Requirements for Federal Financial Statements," as amended. These
audit standards require that we plan and perform the audit to obtain reasonable assurance as
to whether the accompanying principal financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the principal financial statements and the accompanying notes. An audit also
includes assessing the accounting principles used and the significant estimates made by
management. We believe that our audit work provides a reasonable basis for our opinion.

As disclosed in footnotes 3 and 20 to the principal financial statements, OSM restated the
financial statements for fiscal year 1998. In OSM’s 1998 Annual Report, the investments
and the interest receivable on investments were reported separately in the Consolidated
Statement of Financial Position. In OSM’s 1999 Annual Report, the investments and the
interest receivable on investments were combined into one line entitled "Investments." In
addition, OSM changed the reporting of the fiscal year 1998 Abandoned Mine Lands
appropriation. In the 1998 Annual Report, the $210 million Abandoned Mine Lands
appropriation for fiscal year 1998 was reported as Appropriated Revenue in the Consolidated
Statement of Changes in Net Position. In the 1999 Annual Report, the Abandoned Mine
Lands appropriations for fiscal years 1999 and 1998 were reported on the line entitled

"Changes in Unexpended Appropriations” in the Consolidated Statement of Changes in Net
Position.

In our opinion, the principal financial statements (pages 48-52) present fairly, in all material
respects, the financial position of OSM as of September 30, 1999, and 1998, and its
consolidated net cost, changes in net position, budgetary resources and outlays, and financing
for the fiscal years ended September 30, 1999, and 1998, in conformity with generally
accepted accounting principles. The supplemental statements of net cost and changes in net
position for fiscal year 1999, which follow the notes to the consolidated financial statements
(pages 53-67), were subjected to the auditing procedures applied in the audit of the
consolidated financial statements and, in our opinion, are fairly stated in all material respects
in relation to the principal financial statements taken as a whole.

REPORT ON INTERNAL CONTROLS

Our audit was conducted in accordance with the "Government Auditing Standards," issued

by the Comptroller General of the United States, and with Office of Management and Budget
Bulletin 98-08.

Management of OSM is responsible for establishing and maintaining an internal control
structure which provides reasonable assurance that the following objectives are met:
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- Transactions are properly recorded, processed, and summarized to permit the
preparation of the principal financial statements and the required supplementary stewardship
information in accordance with Federal accounting standards.

- Assets are safeguarded against loss from unauthorized acquisition, use, or
disposition.

- Transactions are executed in accordance with (1) laws governing the use of budget
authority and with other laws and regulations that could have a direct and material effect on
the principal financial statements and the supplemental statements of net cost and changes
in net position and (2) any other laws, regulations, and Governmentwide policies identified
by the Office of Management and Budget.

- Transactions and other data that support reported performance measures are
properly recorded, processed, and summarized to permit the preparation of performance
information in accordance with criteria stated by management.

Because of inherent limitations in any internal control structure, errors or fraud may occur
and not be detected. Also, projections of any evaluation of the internal controls over
financial reporting to future periods are subject to the risk that the internal controls may
become inadequate because of changes in conditions or that the degree of compliance with
the policies or procedures may deteriorate.

In planning and performing our audit, we considered OSM’s internal controls over financial
reporting by obtaining an understanding of OSM’s internal controls, determined whether
these internal controls had been placed in operation, assessed control risks, and performed
tests of controls in order to determine our auditing procedures for the purpose of expressing
an opinion on the principal financial statements and the supplemental statements of net cost
and changes in net position and not to provide assurance on the internal controls over
financial reporting. Consequently, we do not express an opinion on internal controls.

Our consideration of the internal controls over financial reporting would not necessarily
disclose all matters in the internal control structure over financial reporting that might be
reportable conditions. Under standards established by the American Institute of Certified
Public Accountants and by Office of Management and Budget Bulletin 98-08, reportable
conditions are matters coming to our attention relating to significant deficiencies in the
design or operation of the internal controls that, in our judgment, could adversely affect
OSM’s ability to record, process, summarize, and report financial data consistent with the
assertions made by management in the principal financial statements. Material weaknesses
are reportable conditions in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. However, we noted a certain matter involving the
internal control and operation that we consider to be a reportable condition as described by
the American Institute of Certified Public Accountants and Office of Management and
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Budget Bulletin 98-08. However, the reportable condition is not considered to be a material
weakness.

OSM Needs Improved General and Application Controls Over its Automated
Information Systems

The report "General and Application Controls Over Automated Information Systems, Office
of Surface Mining Reclamation and Enforcement" (No. 00-I-138), issued by our office in
December 1999, stated that the general controls over OSM’s automated information systems
were not effective. Specifically, OSM did not have an adequate security program that
included security plans which addressed risks to sensitive financial data and sensitive
automated information systems. Additionally, OSM did not have adequate controls over
(1) access to automated information systems’ resources, such as controlling the levels of
access granted to system users, passwords, and password settings; (2) operating systems to
ensure integrity over systems processing and data; (3) separation of duties between security
administrators and security reviewers and the duties between application programmers and
users; and (4) software changes to ensure that the changes were authorized, approved, and
tested before being moved into production. Further, OSM did not develop a continuity of
operations plan for its telecommunications links, did not finalize plans for its facilities and
data center, and did not have an incident response plan or team. The lack of adequate
controls increased the risk of unauthorized access and modifications to and the disclosure of
OSM data, theft or destruction of OSM software and sensitive information, and loss of
critical OSM systems and functions in the event of a disaster or a system failure. OSM
concurred with the findings and recommendations contained in the report and took
immediate actions to resolve the deficiencies. In its remediation plan, which was developed

in response to the report, OSM indicated that all of the weaknesses would be corrected by
September 30, 2000.

With respect to the internal controls related to the performance measures reported in OSM’s
overview (pages 17, 29, 37, and 47), we obtained an understanding of the design of
significant internal controls related to the existence and completeness assertions, as required
by Bulletin No. 98-08. Our procedures were not designed to provide assurance on internal
controls over reported performance measures, and accordingly, we do not provide an opinion
on such controls.

REPORT ON COMPLIANCE WITH LAWS AND REGULATIONS

Our audit was conducted in accordance with the "Government Auditing Standards," issued

by the Comptroller General of the United States, and with Office of Management and Budget
Bulletin 98-08.

The management of OSM is responsible for complying with laws and regulations applicable
to that agency. As part of obtaining reasonable assurance about whether OSM’s principal
financial statements are free of material misstatement, we performed tests of OSM’s
compliance with certain provisions of laws and regulations, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts and

4
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certain other laws and regulations specified in Bulletin 98-08, including the requirements
referred to in the Federal Financial Management Improvement Act of 1996. However,
providing an opinion on compliance with certain provisions of laws and regulations was not
an objective of our audit, and accordingly, we do not express such an opinion.

The results of our tests of compliance with laws and regulations discussed in the preceding
paragraph exclusive of the Federal Financial Management Improvement Act disclosed no
instances of noncompliance that are required to be reported under the "Government Auditing
Standards" or Bulletin 98-08.

Under the Federal Financial Management Improvement Act, we are required to report
whether OSM’s financial management systems were in substantial compliance with
requirements for Federal financial management systems, Federal accounting standards, and
the U.S. Government Standard General Ledger at the transaction level. To meet these
requirements, we performed tests of compliance using the implementation guidance for the
Federal Financial Management Improvement Act included in Appendix D of Bulletin 98-08.

We believe that the ineffective general controls over OSM’s automated information systems
discussed in the Report on Internal Controls section of this report are significant departures
from certain requirements of Office of Management and Budget Circulars A-127, "Financial
Management Systems," and A-130, "Management of Federal Information Resources," and
are therefore instances of substantial noncompliance with the Federal financial management
systems requirements under the Federal Financial Management Improvement Act.

Except as noted in the previous paragraph, the results of our tests of compliance disclosed
no instances of noncompliance with other laws and regulations that are required to be
reported under the "Government Auditing Standards" or Bulletin 98-08.

CONSISTENCY OF OTHER INFORMATION

We reviewed the financial information presented in OSM’s overview (pages 7-47) and
supplementary information (pages 68-69) to determine whether the information was
consistent with the principal financial statements. Based on our review, we determined that
the information in the overview was consistent with the principal financial statements.

PRIOR AUDIT COVERAGE

Wereviewed prior Office of Inspector General and General Accounting Office audit reports
related to OSM’s financial statements to determine whether these reports contained any
unresolved or unimplemented recommendations that were significant to OSM’s financial
statements or internal controls. We found that there were no reports which contained

significant unresolved or unimplemented recommendations related to OSM’s financial
statements or internal controls.
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OBJECTIVE, SCOPE, AND METHODOLOGY

Management of OSM is responsible for the following:

- Preparing the principal financial statements and the required supplemental
information referred to in the Consistency of Other Information section of this report in
conformity with generally accepted accounting principles and for preparing the other
information contained in the 1999 Annual Report.

- Establishing and maintaining an internal control structure over financial reporting.
In fulfilling this responsibility, estimates and judgments are required to assess the expected
benefits and related costs of internal control structure policies and procedures.

- Complying with applicable laws and regulations.
We are responsible for the following:
- Expressing an opinion on OSM’s principal financial statements.

- Obtaining an understanding regarding the effectiveness of the internal controls
based upon the internal control objectives in Bulletin 98-08, which require that transactions
be properly recorded, processed, and summarized to permit the preparation of the principal
financial statements and the required supplemental information in accordance with Federal
accounting standards; that assets be safeguarded against loss from unauthorized acquisition,
use, or disposal; and that transactions and other data that support reported performance
measures be properly recorded, processed, and summarized to permit the preparation of
performance information in accordance with criteria stated by management.

- Testing OSM’s compliance with selected provisions of laws and regulations that
could materially affect the principal financial statements or the required supplementary
information.

To fulfill these responsibilities, we took the following actions:

- Examined, on a test basis, evidence supporting the amounts disclosed in the
principal financial statements.

- Assessed the accounting principles used and the significant estimates made by
management.

- Evaluated the overall presentation of the financial statements.

- Obtained an understanding of the internal control structure related to safeguarding
assets; compliance with laws and regulations, including the execution of transactions in

Annual Report 1999 m Office of Surface Mining 79




accordance with budget authority; financial reporting; and certain performance measure
information reported in the Overview.

- Tested relevant internal controls over the safeguarding of assets; compliance with
laws and regulations, including the execution of transactions in accordance with budget
authority; and financial reporting.

- Tested compliance with selected provisions of laws and regulations.

We did not evaluate all of the internal controls relevant to the operating objectives as broadly
defined by the Federal Managers’ Financial Integrity Act, such as those controls relevant to
preparing statistical reports and ensuring efficient operations. We limited our internal
control testing to those controls necessary to achieve the objectives outlined in our report on
internal controls.

We also identified other issues that, in our judgment, were not required to be included in this
audit report but that should be communicated to management. We have included these
issues in a management letter that will be issued separately.

In an April 3 , 2000, exit conference, OSM officials generally agreed with the findings
contained in the report and made comments on the report. Their comments were considered
in the preparation of this report and were incorporated as appropriate.

Since this report does not contain any recommendations, a response is not required.

Section 5(a) of the Inspector General Act (5 U.S.C. app. 3) requires the Office of Inspector
General to list this report in its semiannual report to the Congress. In addition, the Office
of Inspector General provides audit reports to the Congress.

This report is intended for the information of management of OSM and the Office of
Management and Budget and the Congress. However, this report is a matter of public

record, and its distribution is not limited.

Roger La Rouche
Acting Assistant Inspector General
for Audits
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