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THE DEPARTMENT AT A GLANCE

HISTORY AND ENABLING LEGISLATION

STRATEGIC GOALS

The Department of Commerce was originally established by
Congressional Act on February 14, 1903 as the Department
of Commerce and Labor (32 Stat. 826; 5 U.S.C. 591) and was
subsequently renamed the U.S. Department of Commerce by
President William H. Taft on March 4, 1913 (15 U.S.C. 1512).
The defined role of the new Department was “to foster, promote,
and develop the foreign and domestic commerce, the mining,
manufacturing, and fishery industries of the United States.”

MISSION

The Department of Commerce creates the conditions for economic
growth and opportunity by promoting innovation, entrepreneurship,
competitiveness, and stewardship.

The Department is composed of 12 bureaus, the Emergency Steel
Loan Guarantee Program, and Departmental Management.

m Bureau of Industry and Security (BIS)
m Economic Development Administration (EDA)
m Economics and Statistics Administration (ESA)
® Bureau of Economic Analysis (BEA)
e Census Bureau
m International Trade Administration (ITA)
m Minority Business Development Agency (MBDA)
m National Institute of Standards and Technology (NIST)
® National Technical Information Service (NTIS)
m National Oceanic and Atmospheric Administration (NOAA)

m National Telecommunications and Information
Administration (NTIA)

m U.S. Patent and Trademark Office (USPTO)
m Emergency Steel Loan Guarantee Program (ELGP-Steel)

m Departmental Management (DM)

Strategic Goal 1: Trade and Investment
Strategic Goal 2: Innovation

Strategic Goal 3: Data

Strategic Goal 4: Environment
Strategic Goal b: Operational Excellence

LOCATION

The Department is headquartered in Washington, D.C., at the
Herbert Clark Hoover Building, which is located on eight acres
of land covering three city blocks. The Department also has field
offices in all states and territories and maintains offices in more
than 86 countries worldwide.

EMPLOYEES

As of September 30, 2015, the Department had approximately
46 thousand employees.

BUDGET AUTHORITY

The Department’s FY 2015 net budget authority was approximately
$13.86 hillion.

INTERNET

The Department'’s Internet address is www.commerce.gov.


http://www.commerce.gov
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MESSAGE FROM SECRETARY PRITZKER

am pleased to present the Department of Commerce's
Agency Financial Report (AFR) for fiscal year (FY) 2015. The
AFR is an opportunity for us to highlight the Department’s
accomplishments and challenges in FY 2015. This report
also provides information on our financial management and

performance.

The primary mission of the Department of Commerce is to create
the conditions for economic growth and opportunity. Since
becoming Secretary, | have met with more than 2,000 CEOs and
business leaders, entrepreneurs, and other stakeholders across
the country and around the world. Based on these conversations,

we initiated the “"America Is Open for Business” strategic plan

focused on five key priorities: expanding exports and foreign
inward investment; supporting innovation and entrepreneurship; ensuring communities are prepared for and

prosper in a changing environment; unleashing more access to government data; and operational excellence.

In FY 2015, the Department continued to help American businesses and workers prosper, compete, and thrive.
America was once again named the #1 place in the world for investment. More government data were made

available. And the longest streak of private-sector job growth continued.

The Department’s 46,000 employees are committed to meeting the fast-changing needs of the private sector in

today's global economy and providing the best services possible to the American people.

This report provides an important window of transparency for our key stakeholders and the American public to

assess our financial information and performance for this past year.

Our financial management systems have been found to be in substantial compliance with the Federal Financial
Management Improvement Act (FFMIA) of 1996. In accordance with Office of Management and Budget (OMB)
Circulars A-136 and A-11, the financial and performance data published in this report are substantially complete
and reliable.
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MESSAGE FROM SECRETARY PRITZKER

These data provide an accurate and transparent accounting of the Department's financial situation and high-
level performance results. For the 17th year in a row, the independent auditors tasked with reviewing our
financial statements have provided an unmodified opinion. However, the Department received a significant
deficiency relating to needed improvement in three areas: (1) accounting for National Oceanic and Atmospheric
Administration Commissioned Officer Corps pension benefits, (2) Department-wide information technology
general controls around access and configuration management, and (3) accounting for Public Safety Trust Fund
spectrum auction proceeds.

The Federal Managers’ Financial Integrity Act of 1982 (FMFIA) and OMB Circular A-123 provide the framework
within which Departmental and operating unit managers may determine whether adequate internal controls
are in place and operating as they should. We rely on a wide range of studies conducted by programmatic
and administrative managers, the Office of the Inspector General, the Government Accountability Office, and
others to assist in this effort. Based on activities undertaken during FY 2015, the Department is able to provide
an unqualified statement of assurance that its internal controls and financial management systems meet the
objectives of FMFIA.

More detailed performance information and results will be released in the Annual Performance Report in
February 2016.

| am proud of the work we do and the progress we have made. | hope you find this report useful.

NI

Penny Pritzker
U.S. Secretary of Commerce
November 13, 2015

FY 20156 AGENCY FINANCIAL REPORT \%



HOW T0 USE THIS REPORT

September 30 (FY) 2015 provides the Department of Commerce’s
financial and summary performance information in accordance with
OMB Circular A-136, Financial Reporting Requirements.

This Agency Financial Report (AFR) for the fiscal year ended

The Department has chosen to produce an AFR. The Department will
provide performance results in the FY 2017 Congressional Budget in
conjunction with performance plan information as the “FY 2017 Annual
Performance Report” for each bureau and will post it on the Department’s
website at http://www.osec.doc.gov/bmi/budget/.

The Department’s annual AFR is available on the Department’s website at
http://www.osec.doc.gov/ofm/OFM_Publications.html. The Department
welcomes feedback on the form and content of this report.

This report is organized into the following major components:

STATEMENT FROM THE SECRETARY OF COMMERCE

The Secretary’s statement includes an assessment of the reliability and completeness of the financial and summary
performance information presented in the report and a statement of assurance on the Department’s management
controls as required by the Federal Managers’ Financial Integrity Act (FMFIA).

MANAGEMENT’S DISCUSSION AND ANALYSIS (MID&A)

This section provides an overview of the financial and summary-level performance information contained in
the Performance Summary, Financial Section, and Other Information. The MD&A includes an overview of the
summary of the performance process and current status of systems, internal control weaknesses, information on
the Department’s financial management, and analysis of FY 2015 financial condition and results.

FINANCIAL SECTION

This section contains details of the Department’s finances in FY 2015. A message from the Department’s Chief
Financial Officer (CFO) is followed by the independent auditors’ report, audited financial statements and notes,
and required supplementary information.

OTHER INFORMATION

This section provides an overview of spending, a summary of the top management challenges, improper payments
information, a federal real property “Freeze the Footprint” report, and a glossary of acronyms.


http://www.osec.doc.gov/bmi/budget/
http://www.osec.doc.gov/ofm/OFM_Publications.html




MANAGEMENT'S DISCUSSION ANIS IANALYSIS

MISSION AND ORGANIZATION

MISSION

TO CREATE THE CONDITIONS FOR ECONOMIC GROWTH AND OPPORTUNITY.

U.S. DEPARTMENT OF COMMERC

Office of Public Affairs ™ — General Counsel

Office of Business Liaison — —  Inspector General
SECRETARY
Deputy Secretary Chief Financial Officer and
Executive Secretariat ~ —f — Assistant Secretary for
Administration
Office of Assistant Secretary for
f P — — Legislative and
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and%ftfrlg'?eggcpgllézyning — L Chief Information Officer
| | I | I |
Under Secretary Under Secretary for Under Secretary for Under Secretary for Under Secretary for Under Secretary for
and Administrator International Trade Industry and Security Economic Affairs Standards and Intellectual Property
Technol d Direct:
National Oceanic and Deputy Under Secretary Bureau of Economics and el and iretor
Atmospheric for International Trade Industry and Security Statistics National Institute for United States Patent
Administration Administration Administration Standards and andTrademark Office
Technology
'
I 1 1 :
Assistant Director General of Assistant Secretary Assistant
Secretary for the U.S. and Foreign for Enforcement Secretary for Di Director
Conservation Commercial Service and Compliance —  Export Chief B |rectorf National
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Secretary for Commercial Service
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Observation — Deputy Under Director
and Prediction/ Assistant Secretary for | Secretary for Bureau of
Deputy Industry and Analysis Industry and Economic Analysis
Administrator . Security
Deputy Assistant Secretary for
Industry and Analysis
Chief ]
Scientist

Assistant Secretary for

Assistant Secretary for
Economic Development

National Director Communications and Information
Minority Business

Economic Development Development Agency

Administration

National Telecommunications
and Information Administration
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MANAGEMENT'S DISCUSSION AND ANALYSIS

THE DEPARTMENT OF COMMERCE PROCESS FOR STRATEGIC
PLANNING AND PERFORMANCE REPORTING

BACKGROUND ON THE FY 2014 — FY 2018 STRATEGIC PLAN

The Department of Commerce FY 2014 — FY 2018 strategic planning process was re-engineered in the summer of FY 2013.
Newly confirmed, Secretary Penny Pritzker began her tenure with a national listening tour of businesses, Departmental
leadership, and staff. The tour produced the outline of a new vision for the Department. The vision is a major departure
from the previous strategic plan and has five goal areas: Trade and Investment, Innovation, Environment, Data, and
Operational Excellence.

The outline the Office of the Secretary produced was refined and expanded upon by multi-bureau executive teams.
The final product, published in March of FY 2014, requires an unprecedented level of bureau collaboration. All but three of
19 strategic objectives involve more than one bureau; 12 involve three or more.

The bureau leadership development/writing teams became multi-bureau implementation teams that wrote action plans
for each objective. The action plans included initiatives, initiative owners, milestones, and due dates. In FY 2015, the
Department Strategic Plan and related action plans were revised by the executive teams based on lessons learned in
FY 2014. The Department now has a 1.1 version of the FY 2014 — FY 2018 Strategic Plan.

ROUTINE MONITORING OF THE STRATEGIC PLAN

The Department's Strategic Plan Review and Implementation (SPRI) meetings are the principal forum for monitoring
the strategic plan and refining strategies and tactics on an ongoing basis. SPRI meets every month and includes the
administration-appointed bureau leaders, the Secretary, her chief of staff, the Deputy Secretary, and principals of the Office
of the Secretary. The Secretary attends when she is not on one of her many trips that support execution of the Strategic
Plan. The Deputy Secretary chairs the meeting. At every meeting, a goal area and related objectives and priorities are
discussed. Progress, challenges, and risks are identified and benefit from the collective talents and resources of the
group. Strategies and tactics may be revised or enhanced to accelerate progress or reduce risks.

There are several other mechanisms that are used to report and review Strategic Plan implementation. The Deputy
Secretary meets monthly with the Goal Area leads individually and as a group. This provides the opportunity for deeper
dives into issues and challenges. Data on Agency Priority Goals (APG), initiatives singled out for emphasis, and Cross-
Agency Priority Goals (CAP), multi-agency priorities, are posted to a public website www.performance.gov. Before the data
and explanations are published to the site, the tracking information is reviewed by both bureau and Department leadership
and the Office of Management and Budget (OMB). Bureaus have internal bureau centric metric review processes.
Data on mission support initiatives (Human Resources, Acquisition, Information Technology, etc.) are tracked on an online
dashboard and reviewed at quarterly meetings with the Chief Financial Officer/Assistant Secretary for Administration.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

ANNUAL STRATEGIC REVIEW PROCESS

Apart from the SPRI and Goal Lead reviews of strategic objectives, in FY 2015 the Department conducted an annual
strategic review as required by OMB Circular A-11. FY 2015 was the first year federal agencies conducted these reviews
to the letter of new guidance from OMB and the Federal Performance Improvement Council. The Department’s reviews
were conducted in the following three steps:

o Each Strategic Objective team met to discuss evidence of progress and plans to undertake additional research to
improve strategies.
o The groups developed draft assessments of progress for review by a larger staff group and leadership.
o The Commerce Performance ManagementTeam synthesized the material into a final Annual Strategic Review report.
Action plans for the strategic objectives will continue to be refined using the analysis from the strategic reviews and input
from the review meetings. The strategic reviews and budget process will also generate a list of research and evaluation

subjects that will be used to develop a priority “evidence” agenda that will provide information needed to improve policy
and operations.

On the following page is a summary of the strategic goals and objectives established in the FY 2014 — FY 2018

Strategic Plan. The complete plan can be viewed online at https.//www.commerce.gov/sites/commerce.gov/files/media/
files/2014/doc_fy2014-2018_strategic_plan.pdf.

4 FY 20156 AGENCY FINANCIAL REPORT
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MANAGEMENT'S DISCUSSION AND ANALYSIS

SUMMARY OF STRATEGIC GOALS AND OBJECTIVES

TRADE AND INVESTMENT

Expand the U.S. economy
through increased
Increase opportunities for U.S. companies by opening markets globally exports ?“d inward
(ITA, NOAA, NTIA, USPTO) foreign investment that
Increase U.S. exports (BIS, EDA, ESA, ITA, MBDA, NIST, 0S) ':a“ to '“"_reba“d hetter
Increase high-impact inward foreign direct investment into the United States merican jobs
(EDA, ESA, ITA)
Strengthen fair competition in international trade for U.S. firms and
workers (ITA)

INNOVATION

" Foster a more innovative
T U.S. economy—one that is
© 2.1. Accelerate advanced manufacturing (EDA, NIST) !Jetter at inventing., ir_n|_)rov-
© 22. Strengthen the Nation’s digital economy (ITA, NIST, NTIA, USPTO) ing, and commercializing
© 23. Catalyze innovation ecosystems (EDA, ESA, ITA, MBDA, NIST, 0S, USPTO)

ENVIRONMENT

Help communities
and businesses prepare
. Advance the understanding and prediction of changes in the environment for and prosper in a
(NIST, NOAA) changing environment
Build a Weather-Ready Nation (ESA, NOAA)
Strengthen the resiliency of communities and regions (EDA, ESA, NIST, NOAA)
Foster healthy and sustainable marine resources, habitats, and ecosystems
(NOAA)
Enable U.S. businesses to adapt and prosper by developing environmental
and climate informed solutions (ESA, ITA, NIST, NOAA)

Maximize the positive
impacts of Commerce
Deliver increasing amounts of data to governments, businesses, and the data on society
public in formats that are easier to access and use (0S, All Bureaus)

Position the Department of Commerce to meet society’s future data needs (ESA)
Create a data-driven government (EDA, ESA, ITA, MBDA)

OPERATIONAL EXCELLENCE

Strengthen the Department’s
capacity to achieve its
Empower and engage Commerce employees (0S, All Bureaus) objectives, maximize

Support a service-oriented culture that responds to the needs of external _return on program
and internal customers (0S, All Bureaus) investments, and deliver

Manage for results (0S, All Bureaus) quality, timely service

Improve facilities, support services, and IT products and services to drive
mission success (0S, All Bureaus)

Note: ESA includes the Bureau of Economic Analysis and the Census Bureau.

FY 2016 AGENCY FINANCIAL REPORT [9)



MANAGEMENT'S DISCUSSION AND ANALYSIS

FY 2015 PERFORMANCE SUMMARY

OVERVIEW OF PERFORMANCE

Because the Department's new strategic plan is a significant departure from past plans; many of the supporting performance
indicators are also new. Therefore, trends are not always available. However, when they are, they are included in the tables on
the following pages, which serve as a compilation of data on the current Agency Priority Goals (APG) and other priority indicators.
These tables do not include all the measures used to track progress at the Department. Additional measures are included in
budget documents. Department budget submissions can be found at http.//www.osec.doc.gov/bmi/budget;.

1. TRADE AND INVESTMENT

The APG in the Trade and Investment goal area is “Percentage of Global Markets’ clients that achieved their export objectives.”
This measure reflects Global Markets' emphasis on customer service. In FY 2015, the target of 71 percent was exceeded.
Accomplishments will be pushed further as new service delivery process are implemented in FY 2015 and when a new Customer
Relations Management System is implement in FY 2016. The percentage of clients highly likely to recommend Global Markets
assistance compares favorably to the private sector and other federal agencies.

AGENCY PRIORITY GOAL: COMPANIES ASSISTED BY GLOBAL MARKETS THAT ACHIEVE EXPORT OBJECTIVES

PERFORMANCE MEASURE FY 2010  FY 2011 FY2012 FY2013 FY2014  FY 2015
Percentage of Global Markets clients that achieved N/A 67% 68% 67% 73% 73%!
their export objectives
Percentage of clients highly likely to recommend 77% 79% 82% 78% 83% 84%2
Global Markets
Number of clients assisted by Global Markets 18,784 20,143 18,945 18,126 17593 25,029

1 This data point reflects FY 2015 annual performance and is an average of all four quarters.
2 This data point reflects fourth quarter FY 2015 performance and is not an average of all data points for FY 2015.

2. INNOVATION

An APG for the Innovation goal area is “increased miles of broadband to unserved or underserved areas.” The number of
community anchor institutions connected is also measured. The targets for the measures were exceeded, thereby helping to
bridge the “digital divide.”

The U.S. Patent and Trademark Office (USPTO) continues to reduce the patent backlog (another APG) and the time required for

a patent determination. During FY 2016-FY 2017 USPTO will produce major reductions as examiners gain experience with new
processes and enabling technology.

B8 FY 20156 AGENCY FINANCIAL REPORT
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MANAGEMENT'S DISCUSSION AND ANALYSIS

AGENCY PRIORITY GOAL: EXPAND U.S. BROADBAND INFRASTRUCTURE

PERFORMANCE MEASURE FY 2010  FY 2011 FY2012 FY2013 FY2014  FY 2015
Miles of broadband networks deployed (infrastructure projects) 4,824 29,191 78,699 111,361 113,655 114,697’
Number of community anchor institutions connected N/A 4,163 11,246 20,325 25,391 25,684

(infrastructure projects)

1 This data point reflects third quarter FY 2015 performance as fourth quarter FY 2015 data was not available at the time of this report.

AGENCY PRIORITY GOAL: IMPROVE PATENT PROCESSING TIME AND QUALITY

PERFORMANCE MEASURE FY 2010  FY 2011 FY2012 FY2013 FY2014  FY 2015
Patent first action pendency (months) 25.7 28.0 219 18.2 18.4 173
Patent total action pendency (months) 35.3 33.7 32.4 29.1 274 26.6
Patent backlog 708,535 669,625 608,283 584,998 605,646 553,221

3. ENVIRONMENT

One APG in the Environment goal area has delayed results. The National Oceanic and Atmospheric Administration (NOAA)
National Weather Service aims to produce reliable weather forecast nine days in advance. Problems procuring the server power
needed for the new improved forecasting model set the schedule back. The problem has been solved and nine-day forecasts
with good “skill” scores will be achieved in FY 2016.

The APG for enforcing monitoring fishing catch limits is right on target and the number of threatened species with improving
population levels has a positive trend.

AGENCY PRIORITY GOAL: CONFIRM ELIMINATION OF OVERFISHING

PERFORMANCE MEASURE FY2010 FY2011 FY2012 FY2013 FY2014 FY 2015

Number of domestic stocks, as of June 30, 2013, listed as N/A N/A N/A N/A N 19
subject to overfishing for which the annual catch does not
exceed the overfishing limit

AGENCY PRIORITY GOAL: IMPROVE FORECASTING ACCURACY AND LEAD TIMES FOR SEVERE WEATHER

PERFORMANCE MEASURE FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015
GFS 500 hPa anomaly correlation of forecast 8.02 8.00 8.00 8.1 8.1 8.2
considered accurate
Hurricane forecasts track — 48 hour error 88 71 69 103 652 N/A3

1 This data point is an estimate of performance. This is a calendar year measure and the data will not be available until calendar year 2016.
2 This data point was adjusted from what was reported in FY 2014.
3 This data point will not be available until second quarter FY 2016.

FY 2016 AGENCY FINANCIAL REPORT 7



MANAGEMENT'S DISCUSSION AND ANALYSIS

4. DATA

The Data goal area has a much different emphasis than in the past. The Department has viewed its statistical and environmental
data as a product. The new strategic plan presents data as a national asset that can increase competitiveness and save lives
(weather data). In FY 2014, the new Chief Data Officer joined the Department to create a vision and a plan to put the Department
ahead of the breakneck speed of information technology (IT) advances. In FY 2015 his new team began working with several
bureaus on new applications that make Department data more accessible and useful.

The Census Bureau has met its annual milestones toward the goal of a 2020 Census that will cost less per housing unit than
the 2010 Census (when adjusted for inflation), while continuing to maintain high quality. The Bureau of Economic Analysis and
Census continued to meet their critical deadlines for data releases.

PERFORMANCE MEASURE FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015

Percentage of key activities for cyclical census programs 90% 90% 90% 90% 90% 100%
completed on time to support effective decision-making
by policymakers, businesses, and the public

Percentage of key data products for Census Bureau 100% 100% 100% 100% 100% 100%
programs released on time to support effective

decision-making of policymakers, businesses,

and the (Economic Indicators)

Percentage of key data products for Census Bureau 90% 90% 90% 90% 86% 87%
programs released on time to support effective decision-

making of policymakers, businesses, and the public.

(Other Key Products: Econ, Geo, and Demo)

5. OPERATIONAL EXCELLENCE

There are many “granular” measures in the Operational Excellence goal area that sets strategies for mission support, e.g.,
measures of customer satisfaction with processes and services, cycle-times, error rates. The strategic measures are milestones
for creating new frameworks for organizational development, a common IT architecture, shared services, and results focus.
Plans in these areas are on track and in line with government-wide initiatives. There are significant positive trends in the quality
and quantity of service provided by www.Business.USA.gov. This is the one-stop shop website to access all federal services
available to help American business.

PERFORMANCE MEASURE FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015
Business USA (Business.USA.gov) ability to find information:
Content subscribers N/A N/A 35,000 70,388 103,903 120,278
Website visits N/A N/A 628,000 1,370,000 2,362,313 3,838,740

8 | FY 2016 AGENCY FINANCIAL REPORT


http://www.Business.USA.gov
http://Business.USA.gov

MANAGEMENT'S DISCUSSION AND ANALYSIS

MANAGEMENT CONTROLS

he Department’s management is responsible for establishing and maintaining effective internal control
and financial management systems that meet the objectives of the Federal Managers' Financial Integrity
Act (FMFIA). During FY 2015, the Department assessed its internal control over the effectiveness and
efficiency of operations and compliance with applicable laws and regulations in accordance with Office of
Management and Budget (OMB) Circular A-123, Management's Responsibility for Internal Control. Based
on the results of this evaluation, the Department can provide reasonable assurance that its internal control
over the effectiveness and efficiency of operations and compliance with applicable laws and regulations as
of September 30, 2015 was operating effectively and no material weaknesses were found in the design or

operation of the internal controls.

In addition, the Department conducted its assessment of the effectiveness of internal control over financial
reporting, which includes safeguarding of assets and compliance with applicable laws and regulations,
in accordance with the requirements of Appendix A of OMB Circular A-123. Based on the results of this
evaluation, the Department can provide reasonable assurance that its internal control over financial reporting
as of June 30, 2015 was operating effectively and no material weaknesses were found in the design or
operation of the internal control over financial reporting. Furthermore, no material weaknesses related to

internal control over financial reporting were identified between July 1 and September 30.

Based on reviews conducted by the Department, it has been able to determine that its financial systems are

eI

Penny Pritzker

in conformance with government-wide requirements.

U.S. Secretary of Commerce

November 13, 2015

FY 2016 AGENCY FINANCIAL REPORT 9



MANAGEMENT'S DISCUSSION AND ANALYSIS

FEDERAL MANAGERS' FINANCIAL INTEGRITY ACT (FMFIA) OF 1982

The objective of the Department’s management control system is to provide reasonable assurance that:
o Obligations and costs are in compliance with applicable laws;
o Assets are safeguarded against waste, loss, unauthorized use, or misappropriation;

o Revenues and expenditures applicable to the Department's operations are properly recorded and accounted for,
permitting accurate accounts, reliable financial reports, and full accountability for assets; and

o Programs are efficiently and effectively carried out in accordance with applicable laws and management policy.

During FY 2015, the Department reviewed its management control system in accordance with the requirements of FMFIA,
and OMB and Departmental guidelines.

SECTION 2 OF FMFIA — INTERNAL MANAGEMENT CONTROLS

Section 2 of FMFIA requires that federal agencies report, on the basis of annual assessments, any material weaknesses
that have been identified in connection with their internal and administrative controls. The efficiency of the Department's
operations is continually evaluated using information obtained from reviews conducted by the U.S. Government Accountability
Office (GAO) and the Office of Inspector General (OIG), evaluations conducted by other federal agencies such as the U.S.
Office of Personnel Management (OPM), and other specifically requested studies. The diverse reviews that took place
during FY 2015 relative to non-financial controls provide assurance that Department systems and management controls
comply with standards established under FMFIA.

Key Administrative and Management Internal Control Activities

In compliance with FMFIA, the following information regarding the adequacy of the design and operation of management
and internal control systems in FY 2015 is detailed below.

Human Capital Accountability System. In accordance with Title 5, U.S. Code § 1104(a)(2) and Executive Order 13197
Government-wide Accountability for Merit Systems Principles; Workforce Information, dated January 18, 2001, and
the Interagency Delegated Examining Agreement Number DOC-1, between OPM and the Department, and Human
Resources Bulletin #036, FY 2006, Human Resources Management Accountability System, the Office of Human Resources
Accountability coordinated, trained, and led the Department Human Capital (HC) Audit Team successfully through eight
Delegated Examining on-site audits at the servicing human resources office. In addition, the audit team conducted two
Human Capital Framework (HCF) assessments: one at the National Oceanic and Atmospheric Administration (NOAA)
Headquarters Workforce Management Office, Silver Spring, MD (follow-up evaluation) and the other at U.S. Census Bureau
Headquarters, Suitland, MD. The Department HC Audit Team contributes to the effectiveness of the Department’s human
capital accountability system by monitoring and auditing/evaluating the results of its human capital management policies,
programs, and activities; by analyzing compliance with merit system principles, federal regulations, OPM standards, and
Departmental policy; by identifying and monitoring required improvements; and by recognizing notable and best practices.
During FY 2016, eight Delegated Examining and two HCF audits will be conducted.

10 | FY 20156 AGENCY FINANCIAL REPORT



MANAGEMENT'S DISCUSSION AND ANALYSIS

Protecting Personally Identifiable Information. A quarterly analysis is conducted by an independent third-party vendor
of all Department employee identities to ensure no organized misuse by fraudsters is occurring. In relation to specific
breach or potential breach incidents, reports of “Harm" or “No Harm" are provided by the vendor to indicate if misuse of
any employee identities is occurring as a result of the specific incident(s).

The Office of Acquisition Management's (OAM) internal control process is based on OMB-prescribed guidance on acquisition
assessment with the following cornerstones:

o Policies and Processes;
o Human Capital; and

o Information Management and Leadership.

OAM's structure directly addresses major initiatives such as implementation of the scalable framework for acquisition
management, strategic sourcing initiatives and acquisition/administrative savings, risk management, and cost analysis
and oversight.

Acquisition Improvement Project Scalable Acquisition Framework. In 2015, OAM successfully completed Department-
wide policy for acquisition project management and cost estimation and independent cost estimates with the publication of
DAQ 208-16 issued in May. This policy establishes a Department-wide acquisition framework, processes for Department
oversight of major programs via a Milestone Review Board (MRB) chaired by the Deputy Secretary, establishment of
decision points and necessary artifacts to move programs from one framework phase to the next, and a clear requirement
and standard procedures for cost estimating work products and their review and approval (and responding to GAO findings
in 2012). There were two MRBs in FY 2015. The scalable framework has proven very versatile, useful for non-milestone
program oversight, and adaptable, being used by NOAA and the Census Bureau for internal acquisition decision-making.

USASpending.gov. USASpending.gov, a single searchable website that is accessible to the public, receives and displays
data pertaining to amounts awarded for federally sponsored projects during a given budget period. One of the main
source systems that provides information to the USASpending.gov website is the Federal Procurement Data System
(FPDS). OAM annually reviews and certifies its procurement data captured in FPDS in accordance with Office of Federal
Procurement Policy (OFPP) guidance. This activity certifies the completeness, quality, accuracy, and timeliness of the
Department’s data in FPDS. Accuracy is measured by reviewing a random sample of records for data elements prescribed
by OFPP The Department has consistently maintained an accuracy rating of 96 percent or above. In addition, OAM
conducts quarterly FPDS independent verification and validation process (IV&V) reviews. The quarterly reviews are used to
evaluate the accuracy of the agency data in FPDS throughout the year. Data elements with accuracy rates that fall below
95 percent are identified and targeted for improvement. The quarterly review process has helped to improve the accuracy
of procurement data in FPDS. In FY 2015, the OMB MAX Portal was used to enter and record IV&V results. Capturing
data electronically improved data validations, and enhanced and standardized collection methods across the bureaus.

Purchase Card program. OAM continuously monitors and updates internal control measures and processes to manage
the Department'’s Purchase Card Program; certifies that the appropriate policies and controls are in place; and corrective
actions have been taken to mitigate the risk of fraud and inappropriate charge card practices. In FY 2015, the Department
continued its implementation efforts to enhance policy requirements and implement structured procedures. Enhancements
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to the purchase card program included: improvements to the customized virtual online training course to highlight changes
to federal and Department-specific policies and procedures of the program and improve user training by providing realistic
scenario-based examples; updated the Commerce Acquisition Management Chapter to enhance management review
and internal control processes; issued a Procurement Memorandum to revise the record retention requirements in order
to conform with new National Archives and Records Administration’s regulations; and executed cardholder community
newsletters, APC Digest, to improve communication with the cardholder community.

American Recovery and Reinvestment Act (ARRA) and Hurricane Sandy Funds Management. Supplemental funding
received under ARRA and the Disaster Relief Appropriations Act (Hurricane Sandy) received comprehensive programmatic
and administrative attention throughout the Department in order to achieve the legislative goals attributable to it. ARRA and
Hurricane Sandy funds received by Department bureaus were awarded or otherwise expended for authorized purposes,
in as prompt and efficient a manner as possible while safeguarding against fraud, waste, and abuse. Reporting associated
with this funding is being performed clearly, transparently, and comprehensively. Monitoring has been and will continue
to be conducted to ensure the recipient is meeting goals as stated in its application and as incorporated into award
documents, and will also focus on the effects ARRA and Hurricane Sandy funding has had and will prospectively have on
economic indicators.

Security Management. Major security-related programs within the Department worked together to mitigate the threat
to the Department by addressing the terrorism and espionage risks and increasing emergency management effectiveness.
The Department'’s Office of Security has instituted initiatives and documented accomplishments including:

o Coordinating the Department's efforts in various senior level and principal level continuity exercises while providing
operational support to significant emergencies (including an active shooter at the Suitland Federal Center) to natural
disasters such as floods, tornados, earthquakes, hurricanes, and fires;

o Managing the Department’s overall Continuity of Government and Continuity of Operations Programs (COOP) program
to include major deployed exercises (Eagle Horizon 15) and senior official exercises as well as operational reviews
of Bureau COOP plans and capabilities;

o Developing a Department Active Shooter Training Program to teach the government best practice individual response
of: RUN-HIDE-FIGHT and align with new Interagency Security Committee active shooter guidance; and

o Engaging various offices, including the Office of the Chief Information Officer, OAM, and NOAA to better respond to
Supply Chain Risk Management requirements while also adding additional resources to specifically focus on insider
threat concerns.

Beginning in 2003, GAO has deemed federal real property management to be a high risk due to long standing challenges
that include unreliable data reported in the Federal Real Property Profile (FRPP). In July 2014, GAQ issued a report that
concluded that data problems related to federal real property management continue to be an issue. While neither OMB
nor the U.S. General Services Administration (GSA) has issued specific guidance regarding data quality improvements in
2014, the Federal Real Property Guidance, released in July 2014, addresses data accuracy as follows:

In accordance with OMB guidance in the July 2014 FRPP Guidance, the Department instituted an annual process to obtain

formal certification from operating unit Chief Financial Officers (CFO) of federal property assigned to their control and
custody as reported to GSA in December 2014.
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Prior to the December 15, 2014 data submittal, the Department received certifications from the applicable operating units
that their FRPP data was complete and accurate and forwarded the Department CFQ'’s certification to GSA. The Department
also performed its annual IV&V review of its current real property inventory system data, modeled after the process used
by the U.S. Department of Energy.

Under the Department’s IV&V review, a random sample of 20 buildings was taken, and operating units were directed to
provide copies of source documentation for key data fields; eight data fields in owned properties and seven in direct lease
properties. If the data value(s) in all fields for all records were properly supported with documentation, the Department
could claim to have a confidence level of 90 percent for all FRPP building data. In the sample tested, we found that
corrections were needed or source documentation was not found for nearly half of the owned buildings and several of
the leased buildings. Operating units will be asked to certify their data again and another V&V test will be conducted for
data reported in December 2015.

The Office of the Chief Information Officer (OCIO) conducts reviews of its information technology (IT) investments to ensure
their efficiency and effectiveness in support of the Department’s missions. The Department, following OMB policies and
guidelines and complying with Federal Information Security Modernization Act of 2014 (FISMA) requirements, oversees
and manages IT resources by establishing and implementing policies and controls to mitigate IT risks. In FY 2015, the
Department made improvements to elevate the IT security program and address deficiencies in policies and procedures,
incident response management and reporting, management of privileged users, and enterprise cybersecurity initiatives.

Accomplishments resulting from the Department’s efforts to address the deficiencies include significant enhancements
and additions to toolsets and services. The Department has made progress in deployment of the Department Enterprise
Security Oversight Center (ESOC) focusing on 24x7 coverage and establishment of a Secure Enclave; centralized tracking and
reporting of incident response for the Department through the Department’s Computer Incident Response Team (DOC-CIRT);
a review of the Department’s top high value assets; and policies and guidance on management of privileged user accounts,
new remediation timelines for critical vulnerabilities, and an update to the Department IT Security Policy Program, which
includes transition to the National Institute of Standards and Technology (NIST) SP 800-53 rev.4. The Department continued
to implement Enterprise Cybersecurity Monitoring and Operations tool to monitor and track continuous monitoring of IT
security-related events throughout the Department. The Department has developed policy and is continuing to implement a
Supply Chain Risk Management program. The Department also reduced the number of outstanding IT security remediation
activities over 120 days past due.

While these enhancements will allow the Department to elevate its IT security posture, more work remains to be
accomplished. Despite these improvements, the OIG reported that IT security deficiencies still persist including issues
with the Department’s incident response management and tracking, and implementation of cloud environments regarding
GSA FedRAMP compliance. The OIG also continued to find security deficiencies in bureaus’ implementation of security
controls, continuous monitoring, and vulnerability management in FY 2015 FISMA Audits. The OIG acknowledges the
progress the Department has made with continued deployment of the ESOC and centralized incident response reporting
and tracking through the DOC-CIRT. However, the OIG encourages the Department to continue to make a concerted effort
to expedite the Shared Services initiatives and strengthen the Department’s continuous monitoring program.
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To ensure that the Department effectively manages the ongoing IT security concerns, the OCIO continues to engage an IT
Leadership Team and an IT Management team with regularly weekly meetings and status updates. Additionally, the OCIO
cybersecurity office continues to conduct rigorous IT security compliance reviews based on FISMA requirements, OMB
policy, NIST standards and guidelines, and previous OIG recommendations.

Financial Management

During FY 2015, the Department’s OMB Circular A-123 Appendix A reviews and assessment included the following:

o Provided training to the Senior Assessment Team on implementation of the requirements of the new GAQO's Standards
for Internal Controls in the Federal Government (Green Book) and a refresher on the five phases of the Department's
OMB Circular A-123 Appendix A assessment process;

o Completed a preliminary impact assessment by each of the bureaus and Departmental Management to assess its
current level of controls as they relate to those required by GAO's Green Book and to determine the level of efforts
and resources required to maintain compliance with the Green Book in FY 2016;

o Utilized the Senior Management Council to implement, direct, and oversee the assessment process, and the Senior
Assessment Team to develop OMB Circular A-123 Appendix A planning documentation, administer internal control
test plans, and monitor and review the test work;

o Updated Departmental sampling plan and Department-wide testing templates for selected key processes;

o Analyzed the results of the overall effort to assess and document the adequacy of the Department’s internal
controls in order to develop the annual statement of assurance issued by the Secretary and published in the Agency
Financial Report;

o Consolidated and analyzed the OMB Circular A -123 Appendix A review findings for each of the applicable
Departmental bureaus;

o Performed a review of working papers for select processes/cycles at the Census Bureau for completeness, accuracy,
reliability, adequacy, and adherence to the Department’s Implementation Plan, Sampling Plan, and Work Paper Guide; and

o Furthered the initiative on data analytics function. Through contractor support, the Department piloted the review
on purchase card, travel card, and payroll related datasets.

SECTION 4 OF FMFIA — INTERNAL CONTROLS OVER FINANCIAL MANAGEMENT SYSTEMS

The Department has reported no material weaknesses under FMFIA Section 4 in recent years. Based on reviews conducted
by the Department and its bureaus for FY 2015, the financial systems in the Department are compliant with GAO principles
and standards, the requirements of the CFO Act, and OMB requirements.
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FEDERAL FINANCIAL MANAGEMENT IMPROVEMENT ACT (FFMIA) OF 1996

Under FFMIA, the Department is required to have financial management systems that comply with federal financial
management system requirements, federal accounting standards, and the U.S. Government Standard General Ledger at
the transaction level. In FY 2015, the Department remained in compliance with FFMIA.

REPORT ON AUDIT FOLLOW-UP

The Inspector General Act, as amended, requires that the Secretary report to Congress on the final action taken for
Inspector General audits. This report covers Commerce Department audit follow-up activities for the period June 1, 2014,
through May 31, 2015.

SUMMARY OF ACTIVITY ON AUDIT REPORTS
JUNE 1, 2014 THROUGH MAY 31, 2015

FUNDS TO BE PUT TO NONMONETARY
DISALLOWED COSTS! BETTER USE?2 REPORTS? TOTAL
NUMBER OF NUMBER OF NUMBER OF
REPORTS DOLLARS REPORTS DOLLARS REPORTS REPORTS
Beginning Balance 31 $ 40,702,191 8 $ 223,624,627 20 59
New Reports 8 2,276,186 2 309,000 21 31
Total Reports 39 42,978,377 10 223,933,627 41 90
Reports Closed (20) (25,307814) (4) (220,783,962) (16) (40)
Ending Balance 19 $ 17670,563 6 $ 43,149,665 25 50

1. This column includes reports on contract, grant, and loan audits that contain disallowed costs. Disallowed costs are questioned
costs that management has sustained or agreed should not be charged to the government.

2. This column includes reports on contract, grant, and loan audits that contain funds to be put to better use. “Funds to be put
to better use” are funds that could be used more efficiently if management took action to implement and complete the
recommendation. Audits with “funds to be put to better use” may be non-federal audits of individual grant awards or performance
audits of grant programs or other programs. Thus, the amount of “funds to be put to better use” among audits can vary widely.

3. This column Includes management (performance), contract, grant, loan, and financial statement audits with nonmonetary
recommendations.

Note: Changes to the non-federal audit process were implemented in part as a result of OMB's new Uniform Administrative Requirements,
Cost Principles and Audit Requirements for Federal Awards. Effective December 26, 2014, Department OIG discontinued review of non-
federal audit reports.

BIENNIAL REVIEW OF FEES

OMB Circular A-25 Revised, User Charges, requires the biennial review of agency programs to determine whether fees
should be charged for government goods or services, and to ascertain that existing user charges are adjusted to reflect
unanticipated changes in costs or market values.

The Department conducts a review of its programs at least biennially, with some bureaus conducting annual reviews.

The Department is in compliance with the requirement to adjust its fees to meet the Circular A-25 Revised requirement
of full-cost recovery for user charges.
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FINANCIAL MANAGEMENT AND ANALYSIS

nder the Secretary's leadership, the Department is continuing to give the highest priority to providing accurate

financial data to its internal and external customers, and to its accountability for all assets. Ensuring that there

are strong internal controls throughout the Department remains a priority. The Department has created a financial
management environment that complies with federal laws and regulations and that provides its executives with timely,
accurate financial and performance information. This is evidenced with the Department continuing to receive unmodified
audit opinions, maintaining a single integrated financial system, and continuing its compliance with the Federal Financial
Management Improvement Act (FFMIA).

Highlights of accomplishments for FY 2015 and future initiatives are discussed further below.

FINANCIAL MANAGEMENT SYSTEMS

The Department maintains an FFMIA-compliant financial management system, Commerce Business Systems (CBS),
which provides reliable, timely information within a sophisticated security infrastructure. The system is capable of
producing both financial and budget reports from information generated within the financial management system.
CBS consists of a Core Financial System, including the Commerce Purchase Card System and the Budget and Execution
Data Warehouse. CBS is interfaced with the Commerce Standard Acquisition and Reporting System, the U.S. Department
of Agriculture’s National Finance Center Payroll System, and the U.S. Department of the Treasury’s (Treasury) Automated
Standard Application for Payments.

The financial information from CBS is integrated in the Corporate Database for consolidated financial reporting, resulting in
a single integrated financial management system. The Corporate Database is a commercial, off-the-shelf software package
for consolidating financial data and producing financial reports. The Corporate Database is an integrated solution that
provides financial statements and Adjusted Trial Balances reported at the Department, bureau, and Treasury Appropriation/
Fund Group level. It also provides the ability to perform data analysis and produce the Department’s footnotes, financial
analysis reports, and other additional information required for the government-wide financial statements.

During FY 2015, the Department accomplished the following initiatives:

o Continued the Planning phase for the Business Application Solutions (BAS) project that will modernize the
Department’s financial and business systems. However, the project is currently on hold while the Department
works with the Office of Management and Budget (OMB) and Treasury to determine a path forward;

o Completed the design, development, and testing of the government-wide Treasury Accounting Symbol modification
to handle beginning balance attributes and Adjusting Entry modifications to CBS;

o Completed several technical CBS upgrades, including Fusion Middleware/WWeblogic to Oracle Access Manager
upgrade; completed the Oracle Database upgrade and began the Oracle portal upgrade to Webcenter;

o Deployed online dashboards, tools, processes, and standardized templates improving the efficiency, effectiveness,
governance, management, and delivery of the Chief Financial Officer and Assistant Secretary for Administration
(CFO/ASA) capabilities and services; and
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o Conducted design and development activities for the Department’'s CFO/ASA Dashboard application. The CFO/ASA
Dashboard provides a Department-wide, executive-level overview of the Department’s highest priority and highest
risk mission and administrative initiatives.

In FY 2016 and beyond, the Department will continue its efforts to enhance its financial systems. The Department plans
to accomplish the following:

o Continue working with OMB and Treasury to determine the next steps for the BAS project; and

o Complete the design, development and testing of the interface between the Department's travel system and the
Department's financial management system (CBS), modifications to meet the Federal Funding Accountability and
Transparency Act requirements, and modifications to CBS to associate the correct business event type code to the
transaction.

FINANCIAL REPORTING AND POLICY

The Department accomplished the following initiatives during FY 2015:

o Completed the Department’s implementation, effective FY 2015, of financial reporting to Treasury’s Governmentwide
Treasury Account Symbol Adjusted Trial Balance System;

o Quarterly financial metrics were compiled, analyzed, and reported to individual bureaus, which also included a status
report comparing bureau results with Departmental performance goals. The results of bureaus’ metrics and any
corrective actions needed were discussed at bureau CFO individual monthly meetings;

o Bureaus identified and reported improper payments data to the Department quarterly, including recaptures of
improper payments data, identified reasons for improper payments, and continually implemented appropriate
actions to minimize future improper payments;

o Each of the Department'’s bureaus/reporting entities updated or prepared their scheduled improper payment risk
assessments covering all programs/activities as required by OMB Circular A-123, Management's Responsibility for
Internal Control, Appendix C, Requirements for Effective Measurement and Remediation of Improper Payments.
These improper payment risk assessments of the entity’'s programs/activities also include assessments of the
control, procurement, and grants management environments, and are now in the continuous process stage of being
updated every three years, unless significant changes occur, in which case an assessment will be updated quicker;

o A contractor completed an annual payment recapture audit of Department-wide grants and other cooperative
agreements, and completed annual payment recapture audits of contracts/obligations for Departmental Management
(DM)/Salaries and Expenses (S&E), DM/Working Capital Fund, the Economic Development Administration (EDA)/
S&E, the Economics and Statistics Administration/Bureau of Economic Analysis (BEA), and the International Trade
Administration (ITA) (payment recapture audits of contracts/obligations are performed annually for the Department’s
bureaus/reporting entities, on a rotational basis). The payment recapture audits identified $4 thousand of improper
payments;

o A contractor prepared a Statistical Sampling and Estimation Plan for the National Oceanic and Atmospheric
Administration (NOAA) Disaster Relief Appropriations Act FY 2014 disbursements in order to yield a statistically
valid improper payments estimate, and performed the FY 2014 disbursements testing, which did not identify any
improper payments in accordance with the plan;
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o A contractor performed a review of the Departments’ capitalization thresholds for accounting for real and personal
property. Revised capitalization thresholds for the National Institute of Standards and Technology (NIST) were
implemented as a result, effective October 1, 2015;

o NOAA prepared a Program Review (to be prepared biennially) of its active Fisheries Finance direct loan program
which evaluates the loan program'’s effectiveness in achieving program goals in accordance with guidance set
forth in OMB Circular A-129, Policies for Federal Credit Programs and Non-tax Receivables, and OMB Circular
A-11, Preparation, Submission, and Execution of the Budget, Part 6, Strategic Plans, Annual Performance Plans,
Performance Reviews, and Annual Program Performance Reports;

o Completed bureaus' implementations of reporting Treasury Appropriation Symbols and Business Event Type Codes
for each individual transaction for Intragovernmental payments, collections, and disbursements; and

o Pursuant to a Digital Accountability and Transparency Act of 2014 amendment to 31 U.S.C. 3716(c)(6), Administrative
Offset, bureaus completed their implementations of referring delinquent debts to Treasury for cross-servicing no
later than 120 days delinquent (expedited from no later than 180 days delinquent).

In FY 2016 and beyond, the Department plans to accomplish the following:

o Adjust the Department'’s civil monetary penalties for inflation in 2016, in accordance with the Federal Civil Penalties
Inflation Adjustment Act of 1990, as amended by the Debt Collection Improvement Act of 1996; and

o Evaluate and implement as necessary, effective FY 2018, Federal Accounting Standard Advisory Board's Statement
of Federal Financial Accounting Standards 47, Reporting Entity, which establishes principles to guide preparers of
general purpose federal financial reports in determining what organizations to report upon and what information
should be presented.

GRANT MANAGEMENT

Under the CFO/ASA, the Office of Acquisition Management (OAM) is responsible for the Department’s enterprise-wide
grants management policy, projects, and oversight. The Department's focus is to standardize policy and procedures
for its grant and cooperative agreement programs in order to strengthen compliance, work toward a single automated
grants management system, and enhance/formalize workforce education. Targeted efforts continue to transform the
decentralized Department grants management community into an effective and efficient partnership.

In FY 2014, the Department started migrating EDA to NOAAs grants management system, Grants Online. In FY 2015,
NIST began the migration. This activity is expected to continue into FY 2017 ITA, Minority Business Development
Administration (MBDA), and National Telecommunications and Information Administration (NTIA) have already migrated
to Grants Online.

OAM'’s Grants Management Division (GMD) continues to coordinate the Department's implementation of 2 CFR, Part
200, the Uniform Guidance for Grants and Cooperative Agreements issued by OMB on December 26, 2013. The Uniform
Guidance requires federal agencies to modify grant business processes to achieve the President's goals of streamlining
federal programs to establish more efficient and user friendly requirements for both federal awarding agencies and
recipients. Pursuant to the requirements of the Uniform Guidance, OAM/GMD has collaborated with partners in the
Department’s financial assistance community to develop updated Financial Assistance Standard Terms and Conditions
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(STC) consistent with the Uniform Guidance. These revised STC's were issued on December 26, 2014 and govern all
financial assistance awards issued on or subsequent to that date.

The Department'’s Office of Inspector General (OIG) has withdrawn from its traditional role in the audit resolution process
and consequently, the grants offices have expanded their role. The OIG remains available for consultation but otherwise
does not play an authoritative role in final audit resolution decisions. This responsibility now resides with the award making
bureau. OAM/GMD interacts with the respective bureaus to track and report on the progress of audit resolution activities.

OAM/GMD is actively engaged in assisting the grant making bureaus with implementing the Digital Accountability
and Transparency Act (DATA Act), which was enacted in FY 2014 under Public Law 113-101. The DATA Act furthers the
President’s effort already underway to provide transparent federal spending information and establish government-wide
financial data standards for information posted on USASpending.gov.

HUMAN CAPITAL

Both the President and Congress recognize that the federal workforce is central to the delivery of services to the U.S.
public. Acknowledging that people are the key to mission accomplishment, Departmental leadership continues to
implement and evaluate programs to ensure that there is succession planning in the area of financial management.
Internships, leadership development programs, technical training opportunities, telework, and succession plans are used
as vehicles for making progress in the recruitment, development, and retention of a highly-skilled and diverse workforce.

In FY 2015, the Department hosted 14 Pathway Program interns as accountants, budget analysts, and auditors including
eight new hires and two who were converted to permanent positions. Trainees were located within finance and accounting
offices in the BEA, Census Bureau, ITA, NIST, and OIG.

To maintain a highly-skilled financial management workforce, the Department’s retention and succession strategies
include the increased use of telework and development of succession plans. In FY 2015, approximately 54 percent
of accounting and budgeting employees engaged in telework, an increase of eight percentage points from 46 percent
in FY 2014. Telework is used by the Department to position itself as an “employer of choice” in attracting qualified
employees, facilitating employee work/life balance, increasing employee satisfaction and engagement, and potentially
increasing employee productivity.

RECEIVABLES WITH THE PUBLIC AND DEBT COLLECTION MANAGEMENT

The Department provides policies and procedures for the management and collection of non-tax debts owed to Departmental
entities in its debt collection regulations, Commerce Debt Collection. These regulations adopt and incorporate all provisions
of the Federal Claims Collections Standards (FCCS), which were jointly published by Treasury and the U.S. Department
of Justice. The Department's debt collection regulations supplement FCCS by prescribing procedures, consistent with
FCCS, as necessary and appropriate for Departmental debt collection management operations. FCCS clarifies and
simplifies federal debt collection procedures and reflects changes under the Debt Collection Improvement Act of 1996
and the General Accounting Office Act of 1996. The Department also provides guidance for debt collection management
in its Credit and Debt Management Operating Standards and Procedures Handbook, to ensure that consistent debt
collection management practices are established and followed throughout the Department, and to establish and enhance
Departmental debt collection management practices.
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Applicable bureaus prepared, in 2014, Credit Management and Debt Collection Plans, which set forth their plans for
effectively managing credit extension, account servicing, and debt collection management. These plans are updated at
least every five years.

GROSS RECEIVABLES WITH THE PUBLIC AS OF SEPTEMBER 30 (in Millions)

$682
$620
$528
$509 $182
- - % %ﬁl ﬂﬂl $1$6I
FY 2011 FY 2012 FY 2013 FY 2014 FY 2015

[ Over 180 Days Delinquent [ Total Delinquencies [ Total Gross Receivables

The Department's total gross receivables with the public decreased $27 million or 5.3 percent, from $509 million as of
September 30, 2014 to $482 million as of September 30, 2015, as reported on the Department’s Treasury Report on
Receivables, which is the primary means for the Department to provide comprehensive information to Treasury on its
receivables with the public. Total delinquencies with the public, as a percentage of total gross receivables with the public,
decreased from 2.8 percent as of September 30, 2014 to 1.2 percent as of September 30, 2015. Receivables with the public
over 180 days delinquent, as a percentage of total gross receivables with the public, decreased from 1.6 percent as of
September 30, 2014 to 0.3 percent as of September 30, 2015.

Prescreening procedures, account-servicing standards, TOTAL DELINQUENCIES WITH THE PUBLIC AS A
determined collection of delinquent debt, and extensive PERCENTAGE OF TOTAL GROSS RECEIVABLES
referrals of delinquent debt to Treasury for cross-servic- AS OF SEPTEMBER 30

ing, which includes Treasury referrals to the Treasury Off-
set Program and credit bureau reporting when deemed
appropriate by Treasury, have all contributed to effective

Departmental debt collection management. The Debt 6.4% 259 ™

Collection Improvement Act of 1996 established Treasury 12%
as the debt collection agency for eligible federal agency

debts that are more than 180 days delinquent. FY 2011 FY 2012 FY2013  FY2014  FY 2015
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PAYMENT PRACTICES

PROMPT PAYMENT TIMELY VENDOR PAYMENTS (Percentage)

The Prompt Payment Act of 1982 generally requires

agencies to pay their bills to vendors on a timely basis 98.7% 98.8% ' - Result
(within 30 days of receipt of relevant documents), and 98..3%/-___.\ 98.0% B3% | _g- Target
to pay interest penalties when payments are made late. C = = \:74 X

The Department closely monitors its prompt payment — 98.0% 98.0% 98.0% 98.0% |
performance, and the bureaus submit quarterly reports 974% '

of prompt payment performance to the Deputy CFO. FY2011  FY2012  FY2013  FY2014  FY2015

The Department's prompt payment performance increased from 974 percent in FY 2014 to 98.3 percent in FY 2015. The
number of invoices with late-payment interest penalties decreased from 4,865 in FY 2014 to 4,480 in FY 2015. The FY 2014
prompt payment performance fell below the 98 percent target primarily due to delays in invoice processing caused by
the October 2013 furlough of financial management staff. The Department’s prompt payment result improved in FY 2015
as a result. The Department continues to focus on improving its prompt payment percentage by working closely with its
bureaus to identify opportunities for new or improved business processes. Per OMB Memorandum M-15-19, Improving
Government Efficiency and Saving Taxpayer Dollars Through Electronic Invoicing (July 17. 2015) federal agencies are required
to transition to electronic invoicing for appropriate federal procurements by the end of FY 2018. The Department is currently
exploring options to transition off its primary financial management system used by most of the bureaus and adopt a
commercial off-the-shelf (COTS) product for those bureaus. As such, the Department would in large part adopt the COTS
product’s solution for an electronic invoice processing system, if available. The US Patent and Trademark Office is currently
reviewing various electronic invoicing options and plans to have a solution in place by the end of FY 2018.

The Department implemented in July 2012 a temporary payment policy whereby agencies shall make payments to all
prime contractors as soon as practicable, with a goal of paying all prime contractors within 15 days of receiving proper
documentation. A July 2014 OMB memorandum, Extension of Policy to Provide Accelerated Payment to Small Business
Subcontractors, extends this temporary policy to December 31, 2016. The Department monitors bureaus’ monthly
accelerated payments performance.

BANKCARDS

The Department remains committed to the use of bankcards (purchase cards) as a means to improve mission support by
streamlining the procurement and payment processes, and reducing administrative costs. Based on the results of FY 2013
testing of purchase card processes under OMB Circular A-123, Appendix A, Internal Control Over Financial Reporting,
the Department implemented a pilot data analytic program in FY 2015 that reviews Department-wide purchase and travel
card transactions in an effort to identify patterns, trends, and anomalies for possible further investigation. The Department
will continue to work with the bureaus in implementing corrective actions, monitoring internal controls, performing data
analytics, and conducting necessary reviews and testing to ensure proper internal controls are in place during FY 2016.
The Department also continues to carry out initiatives which have been implemented in the last few fiscal years, including
more effective training, oversight, and risk management reviews in order to enhance the purchase card program. These
enhancements have led to, among other things, a steady decrease in the number of purchase cards issued and in use by
the Department.
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LIMITATIONS OF THE FINANCIAL STATEMENTS

The principle financial statements in the financial section have been prepared to report the overall financial position and
results of operations of the Department, pursuant to the requirements of 31 U.S.C. 3515(b). While the statements have
been prepared from the books and records of the Department in accordance with the generally accepted accounting
principles (GAAP) for federal entities and the formats prescribed in OMB Circular A-136, Financial Reporting Requirements,
the statements are in addition to the financial reports used to monitor and control budgetary resources that are prepared
from the same books and records.

These financial statements should be read with the realization that they are for a component of the U.S. government,

a sovereign entity. One implication of this is that liabilities cannot be liquidated without legislation that provides the
resources to do so.
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ANALYSIS OF FY 2015 FINANCIAL CONDITION AND RESULTS

FINANCIAL HIGHLIGHTS

Percentage
(Dollars In Thousands) Change FY 2015 FY 2014
Condensed Balance Sheets:
As of September 30, 2015 and 2014
ASSETS:
Fund Balance with Treasury 25% $ 25511,071  $ 20,440,730 TOTAL ASSETS
General Property, Plant, and Equipment, Net 7% 12,948,649 12,107,752 $39'4g" Bilfons)
Direct Loans and Loan Guarantees, Net 0% 512,463 512,588 $33.42
Other 38% 491,547 356,634 l .
TOTAL ASSETS 18% $ 39,463,730 $ 33,417,704
FY2015  FY2014
LIABILITIES:
Unearned Revenue -8% $ 1510571 $ 1,641,577
Federal Employee Benefits -2% 881,546 898,771
Accounts Payable 9% 646,074 592,999
Accrued Payroll and Annual Leave 1% 505,168 500,082 TDTA:;"%:,I,I;JTIES
Debt to Treasury -62% 504,704 1,311,671 $4.46 $5.70
Accrued Grants -10% 144,925 475,714 -
Other -3% 269,860 279,110 . l
TOTAL LIABILITIES -22% $ 4462818 $ 5,699,924 FY 2015 FY 2014
NET POSITION: TOTAL NET POSITION
Unexpended Appropriations 9% $ 5733904 $ 5,263,441 (In Billons)
Cumulative Results of Operations 30% 29,266,978 22,454,339 $35.00 $27.72
TOTAL NET POSITION 21% $ 35000882 $ 27,717,780 l .
TOTAL LIABILITIES AND NET POSITION 18% $ 39,463,730 $ 33,417,704
FY2015  FY2014
Condensed Financing Sources:
For the Years Ended September 30, 2015 and 2014
Appropriations Received, Net of Reductions 3% $ 8535185 § 8,250,441
Transfer In of Auction Proceeds from Federal
Communications Commission 1,426% 18,627,804 1,221,000
Transfer Out to General Fund of U.S. Government ToTAL FIN@%},.?”E)SOURCES
for Deficit Reduction N/A (12,618,990) - §1521
Imputed Financing Sources from Cost Absorbed by Others -28% 256,500 357,022 - $10.12
Other 43% 413,685 289,260 . .
TOTAL FINANCING SOURCES 50% $ 15214184 $ 10,117,723
FY2015  FY2014

(continued on next page)
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(continued from previous page)

Percentage
(Dollars In Thousands) Change FY 2015 FY 2014
Condensed Statements of Net Cost:
For the Years Ended September 30, 2015 and 2014 NET COST OF OPERATIONS
Condensed Statements of Net Cost: (In Billons)
Gross Departmental Costs 4% $ 11,951,789 $ 11,468,898 $7.93 $7.67
Less: Earned Revenue 6% (4,020,707) (3,796,874) . .
0,
NET COST OF OPERATIONS 3% $ 7,931,082 § 7,672,024 FY2015  FY 2014
Selected Budgetary Information:
For the Years Ended September 30, 2015 and 2014
Obligations Incurred
(In Billions)
$20.81
. $13.36
Obligations Incurred 56% $ 20,805,228 $ 13,363,956 FY2015  FY2014
Outlays, Gross
(In Billions)
$20.47

. $12.92
Outlays, Gross 59% $ 20,469,821 $ 12,914,541 -

FY2015  FY2014

COMPOSITION OF ASSETS AND ASSETS BY RESPONSIBILITY SEGMENT

The composition (by percentage) and distribution (by responsibility segment) of the Department's assets changed
somewhat from September 30, 2014 to September 30, 2015.

Departmental assets amounted to $39.46 billion as of September 30, 2015. Fund Balance with the U.S. Department of the
Treasury (Treasury) of $25.51 billion is the aggregate amount of funds available to make authorized expenditures and pay
liabilities. General Property, Plant, and Equipment (PP&E), Net of Accumulated Depreciation, of $12.95 billion, includes
$8.81 hillion of Construction-in-progress, primarily of satellites and weather measuring and monitoring systems; $1.54 billion
of Satellites/\Weather Systems Personal Property; $1.49 billion of Structures, Facilities, and Leasehold Improvements; and
$1.11 billion of other General PP&E. Direct Loans and Loan Guarantees, Net of Allowances for Subsidy Cost (Present
Value) and Loan Losses, of $512.5 million, primarily relates to the National Oceanic and Atmospheric Administration’s
(NOAA) direct loan programs. Other Assets of $491.5 million primarily includes Accounts Receivable, Net of Allowance
for Uncollectible Accounts, of $152.1 million; Advances and Prepayments of $222.7 million; and Inventory, Materials, and
Supplies, Net of Allowance for Excess, Obsolete, and Unserviceable Items, of $104.4 million.

24 FY 2016 AGENCY FINANCIAL REPORT



MANAGEMENT'S DISCUSSION AND ANALYSIS

COMPOSITION OF THE DEPARTMENT’S ASSETS ASSETS BY RESPONSIBILITY SEGMENT
AS OF SEPTEMBER 30, 2015 AS OF SEPTEMBER 30, 2015

2%

2%
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_oan Guarantees, Net N,&. Others°3
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33% — 65%
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General Property, Fund Balance
Plant, and with Treasury
Equipment, Net 41 %
NTIA

" Economics and Statistics Administration (ESA) includes ESA,
the Bureau of Economic Analysis (BEA), and the Census Bureau.

National Institute of Standards and Technology (NIST) includes
NIST and the National Technical Information Service (NTIS).

Others includes the Bureau of Industry and Security (BIS),
Departmental Management (DM), the International Trade
Administration (ITA), and the Minority Business Development
Agency (MBDA).

TRENDS IN ASSETS

Departmental assets increased $6.05 billion, or 18 percent, from $33.42 billion as of September 30, 2014 to $39.46 billion
as of September 30, 2015. Fund Balance with Treasury increased $5.07 billion, or 25 percent, from $20.44 to $25.51billion,
primarily due to a Fund Balance with Treasury increase of $6.36 billion in the National Telecommunications and Information
Administration’s (NTIA) Network Construction Fund, from $392 thousand to $6.36 billion, resulting from a September 2015
transfer in of $6.40 billion from NTIAs Public Safety Trust Fund, which will be used for funding of the First Responder Network
Authority, an independent authority within NTIA, and for other NTIA program(s). There was an offsetting Fund Balance with
Treasury decrease of $1.42 billion in NTIAs Public Safety Trust Fund, from $1.96 billion to $541.7 million. The Public Safety
Trust Fund in FY 2015 received a transfer in of auction proceeds from the Federal Communications Commission (FCC) of
$18.63 billion, and, in September 2015, transferred out a total of $19.24 billion pursuant to provisions of the Middle Class
Tax Relief and Job Creation Act of 2012, including a transfer out of $12.62 billion to the General Fund of U.S. Government
for deficit reduction, and a transfer out of $6.40 billion to NTIAs Network Construction Fund, and also in September 2015
repaid its debt to Treasury balance of $779.0 million. General PP&E, Net increased $840.9 million, or 7 percent, from
$12.11 billion to 12.95 billion, primarily due to an increase in Construction-in-progress of $1.13 billion, in large part due to
an increase in Construction-in-progress for NOAAs Geostationary Operational Environmental Satellites — R (GOES - R) and
Joint Polar Satellite System (JPSS) of approximately $713 million and $538 million, respectively. Other Assets increased

TRENDS IN TOTAL ASSETS AS OF SEPTEMBER 30 (/n Billions)

$39.46
$33.72 $33.96 $3043 i
- $31.40 $3042 $30.04 $
‘F
$13.36 $14.20
FY2006  FY20001  FY2008  FY2009  FY2010  FY201 FY2012 FY2013  FY2014  FY 2015

NOTE: The significant fluctuation between FY 2007 and FY 2008 total assets was primarily due to NTIA proceeds of $18.96 billion from the
Federal Communications Commission auction of licenses for recovered analog spectrum in FY 2008.
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$134.9 million, or 38 percent, from $356.6 million to $491.5 million, in large part due to an increase in advances to grantees
for NITAs Broadband Technology Opportunities Program of $677 million as a result of periods of performance carrying
into FY 2016 for several grants, also due to an increase in NOAASs intragovernmental accounts receivable of $28.0 million
related to agreements with the U.S. Air Force for construction, habitat conservation, and restoration of Grand Liard and
Bayou DuPont, and also as a result of $19.4 million of increased intragovernmental advances and prepayments from the
International Trade Administration (ITA) to the U.S. Department of the Interior for information technology-related services.

COMPOSITION OF LIABILITIES AND LIABILITIES BY RESPONSIBILITY SEGMENT

The composition (by percentage) and distribution (by responsibility segment) of the Department'’s liabilities changed
somewhat from September 30, 2014 to September 30, 2015. Debt to Treasury decreased $807.0 million, or 62 percent,
from $1.31 billion as of September 30, 2014 to $504.7 million as of September 30, 2015, primarily due to a FY 2015 debt
repayment of $779.0 million by NTIAs Public Safety Trust Fund, for its outstanding debt balance, as the result of additional
FCC auction proceeds being received in FY 2015. As a result, NTIAs liabilities notably decreased from 15 percent of
total liabilities as of September 30, 2014 to 1 percent of total liabilities as of September 30, 2015, and NOAAS liabilities
notably increased from 34 percent of total liabilities as of September 30, 2014 to 43 percent of total liabilities as of
September 30, 2015.

Liabilities of the Department amounted to $4.46 billion as of September 30, 2015. Unearned Revenue of $1.51 billion
represents the portion of monies received from customers for which goods and services have not been provided or
rendered by the Department, including customer deposits, and primarily relates to patent and trademark application and
user fees that are pending action, and also includes monies collected in advance under reimbursable agreements. Federal
Employee Benefits Liability of $881.5 million is comprised of the actuarial present value of projected benefits for the NOAA
Corps Retirement System of $634.9 million and the NOAA Corps Post-retirement Health Benefits of $373 million, and
the Department's Actuarial Federal Employees Compensation Act (FECA) Liability of $209.3 million, which represents
the actuarial liability for future workers' compensation benefits. Accounts Payable of $646.1 million consists primarily of
amounts owed for goods, services, or capitalized assets received, progress on contract performance by others, and other

COMPOSITION OF THE DEPARTMENT’S LIABILITIES LIABILITIES BY RESPONSIBILITY SEGMENT
AS OF SEPTEMBER 30, 2015 AS OF SEPTEMBER 30, 2015
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' ESAincludes ESA, BEA, and the Census Bureau.
2 NIST includes NIST and NTIS.
8 Others includes DM, BIS, ITA, and MBDA.
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expenses due. Accrued Payroll and Annual Leave of $505.2 million includes salaries and wages earned by employees,
but not disbursed as of September 30, 2015. Debt to Treasury of $504.7 million represents debt for NOAAs direct loan
programs. Accrued Grants of $144.9 million relate to a diverse array of financial assistance programs and projects,
including the Economic Development Administration's (EDA) accrued grants of $51.8 million for its grant investments that
help communities generate jobs, retain existing jobs, and stimulate industrial and commercial growth; NOAAs accrued
grants of $46.9 million for grants awarded to state and local governments, non-profits research institutions, and colleges
and universities for research and conservation initiatives; and National Institute of Standards and Technology’s (NIST)
accrued grants of $44.2 million for its grant investments and cooperative agreements that fund programs in a variety
of fields such as energy, food safety, and electronics research, strategic manufacturing technology, and the Hollings
Manufacturing Extension Partnership. Other Liabilities of $269.9 million primarily include Environmental and Disposal
Liabilities of $144.9 million, including $77.3 million for asbestos-related cleanup costs and $55.9 million for a nuclear
reactor operated by NIST; Accrued Benefits of $40.5 million; Accrued FECA Liability of $31.7 million; Downward Subsidy
Reestimates Payable to Treasury of $13.4 million for NOAAs loan programs; ITAs Foreign Service Nationals' Voluntary
Separation Pay Liability of $10.1 million; and Resources Payable to Treasury of $5.9 million for the Department’s loan
programs which have pre-credit reform liquidating fund groups.

TRENDS IN LIABILITIES

Liabilities of the Department decreased $1.24 billion, or 22 percent, from $5.70 billion as of September 30, 2014 to
$4.46 billion as of September 30, 2015. Debt to Treasury decreased $807.0 million, or 62 percent, from $1.31 billion to
$504.7 million, primarily due to a $779.0 million repayment of debt in September 2015 by NTIAs Public Safety Fund, as
previously discussed. Accrued Grants decreased $330.8 million, from $475.7 million to $144.9 million, or 70 percent,
primarily due to a change in EDAs grant accrual methodology, aimed at better illustrating the spending patterns in each
major grant program over the average life of the grant. Unearned Revenue decreased $131.0 million, or 8 percent, from
$1.64 billion to $1.51 billion, primarily due to the Census Bureau's decrease of $77.5 million in advances received from the
U.S. Department of Justice, the U.S. Department of Housing and Urban Development, and the U.S. Department of Health
and Human Services, that resulted from a combination of prioryear carryover advances and a lack of new work requests.
Accounts Payable increased $53.1 million, or 9 percent, from $593.0 million to $646.1 million, in part due to NOAAS
increase in payables of $19.2 million related to GOES - R and JPSS satellite projects, and also due to the Census Bureau's
increase in payables of $13.5 million related to 2015 Census Tests across the United States aimed to improve the Census
Bureau's operations for the 2020 Decennial Census.

TRENDS IN TOTAL LIABILITIES AS OF SEPTEMBER 30 (in Billions)

$21.50
$3.89 $4.68 $4.59 $4.70 $4.77 $5.70 $0.06
- o o -——
$4.23 $4.62
FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015

NOTE: The significant fluctuation between FY 2007 and FY 2008 total liabilities was primarily due to NTIA's Spectrum Auction Proceeds Liability to the
Federal Communications Commission (FCC) for auction proceeds for which licenses have not yet been granted by FCC as of September 30, 2008.
During FY 2009, this liability was significantly reduced as a significant amount of licenses were granted by FCC.
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COMPOSITION OF AND TRENDS IN FINANCING SOURCES

The composition by percentage of the Department’s financing
sources, as reported in the Department's Consolidated State-
ments of Changes in Net Position, changed significantly from
FY 2014 to FY 2015, primarily due to a FY 2015 transfer in of
auction proceeds from FCC of $18.63 billion received by NTIAs
Public Safety Trust Fund, and a subsequent FY 2015 transfer out
of $12.62 billion by the Public Safety Trust Fund to the General
Fund of U.S. Government for deficit reduction. As a result, Appro-
priations Received, Net of Reductions notably decreased from
82 percent of the Department’s financing sources in FY 2014 to
56 percent of the Department's financing sources in FY 2015, with
a similar notable percentage increase from FY 2014 to FY 2015 for
the significant FY 2015 transfers discussed above.

Financing sources of the Department increased $5.10 billion,
or 50 percent, from $10.12 billion in FY 2014 to $15.21 billion in
FY 2015. Appropriations Received, Net of Reductions increased
$284.7 million, or 3 percent, from $8.25 billion in FY 2014 to $8.54

COMPOSITION OF THE DEPARTMENT’S
FY 2015 FINANCING SOURCES
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billion in FY 2015. Imputed Financing Sources from Cost Absorbed by Others decreased $100.5 million, or 28 percent, from
$357.0 million to $256.5 million, primarily due to NOAAs decrease of $46.9 million in imputed costs related to a Judgment
Fund payment; NOAASs and the U.S. Patent and Trademark Office’s (USPTO) decreased imputed costs related to pensions
of $19.9 million and $16.0 million, respectively, due to a decrease in the Federal Employees Retirement System (FERS)
cost factor; and a $9.2 million decrease in imputed costs related to the U.S. General Service Administration's (GSA) Federal
Buildings Fund.

COMPOSITION OF FY 2015 NET COST OF OPERATIONS AND

NET COST OF OPERATIONS BY RESPONSIBILITY SEGMENT

In FY 2015, the Department’s Net Cost of Operations amounted
to $7.93 billion, which consists of Gross Costs of $11.95 billion
less Earned Revenue of $4.02 billion.

The distribution (by responsibility segment) of the Department's
Net Cost of Operations remained consistent from FY 2014 to
FY 2015.

Note: The Gross Costs and Earned Revenue amounts presented in the
following paragraphs include transactions with other Departmental
entities (intra-Departmental transactions). As a result, the Gross
Costs amounts discussed below may not agree with the Gross Costs
presented on the Department's FY 2015 Consolidated Statement of Net
Cost, which excludes intra-Departmental transactions.
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NOAASs FY 2015 Net Cost of Operations was $4.91 billion (Gross Costs of $5.19 billion less Earned Revenue of $280.9 million).
NOAAs mission relates to science, service, and stewardship—to understand and predict changes in climate, weather,
oceans, and coasts; to share that knowledge and information with others; and to conserve and manage coastal and marine
ecosystems and resources. NOAAs Gross Costs include costs related to improving weather, water quality, and climate
reporting and forecasting; and enabling informed decision-making through an expanded understanding of the U.S. economy,
society, and environment by providing data, standards, and services. NOAA also develops and procures satellite systems,
aircraft, and ships to provide information to determine weather patterns and predict weather forecasts. NOAAs Gross
Costs also support its efforts to promote economically-sound environmental stewardship and science, including developing
sustainable and resilient fisheries, habitats, and species; supporting climate adaption and mitigation; and supporting coastal
communities that are environmentally and economically sustainable.

USPTO’s FY 2015 Net Cost of Operations of $(61.2) million (Gross Costs of $3.01 billion less Earned Revenue of $3.07 billion)
relates to its patents and trademark programs. USPTO is the federal agency for granting U.S. patents and registering
trademarks. The strength and vitality of the U.S. economy depends directly on effective mechanisms that protect new
ideas and investments in innovation and creativity. USPTO advises the President, the Secretary of Commerce, and federal
agencies on intellectual property (IP) policy, protection, and enforcement; and promotes the stronger and more effective
IP protection around the world. USPTO furthers effective IP protection for the Nation's innovators and entrepreneurs
worldwide by working with other federal agencies to secure strong IP provisions in free trade and other international
agreements. It also provides training, education, and capacity building programs designed to foster respect for IP and
encourage the development of strong IP enforcement regimes by the Nation’s trading partners.

The Economics and Statistics Administration's (ESA) FY 2015 Net Cost of Operations was $1.20 billion (Gross Costs of
$1.52 billion less Earned Revenue of $317.6 million), which includes ESA, the Bureau of Economic Analysis (BEA), and the
Census Bureau. ESA plays three key roles within the Department. ESA provides timely economic analysis, disseminates
national economic indicators, and oversees BEA and the Census Bureau. BEA promotes a better understanding of the
Nation’s economy by providing timely, relevant, and accurate economic accounts data in an objective and cost-effective
manner. The Census Bureau’s FY 2015 Net Cost of Operations was $1.10 billion (Gross Costs of $1.41 billion less Earned
Revenue of $311.9 million). The Census Bureau serves as the leading source of quality data about the Nation's people and
economy. Data that the Census Bureau collects includes the Population and Housing Census (every 10 years), Economic
Census (every b years), Census of Governments (every 5 years), American Community Survey (annually), demographic
and economic surveys provided to survey sponsors, and economic indicators.

NIST's FY 2015 Net Cost of Operations was $911.2 million (Gross Costs of $1.23 billionless Earned Revenue of $322.6 million),
which includes NIST and the National Technical Information Service (NTIS). NIST's FY 2015 Net Cost of Operations was
$912.3 million (Gross Costs of $1.07 billion less Earned Revenue of $157.0 million). NIST promotes American innovation and
industrial competitiveness by advancing measurement science, standards, and technology in ways that enhance economic
security and improve the Nation's quality of life. NIST's Gross Costs include costs for its NIST Laboratories program. The
NIST Laboratories conducts world-class research, often in close collaboration with industry, which advances the Nation's
technology infrastructure and helps American companies continually improve products and services. NTIS serves as the
largest central resource for government-funded scientific, technical, engineering, and business related information available
today. For more than 60 years, NTIS has assured businesses, universities, and the public timely access to approximately
3 million publications covering over 350 subject areas. NTIS promotes the Nation's economic growth by providing access
to information that stimulates innovation and discovery.
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ITAs FY 2015 Net Cost of Operations was $456.6 million (Gross Costs of $479.5 million less Earned Revenue of
$22.9 million). ITA strengthens the competitiveness of American industry, promotes trade and investment, and ensures
fair trade through the rigorous enforcement of the Nation's trade laws and agreements. ITA works to improve the global
business environment and helps American organizations compete at home and abroad. ITA supports the President’s
recovery agenda and the National Export Initiative to sustain economic growth and support American jobs.

NTIAs FY 2015 Net Cost of Operations was $267.1 million (Gross Costs of $300.7 million less Earned Revenue of
$33.6 million). NTIA is the federal agency that is principally responsible for advising the President on telecommunications
and information policy issues. NTIAs programs and policymaking focus largely on expanding broadband Internet access
and adoption in America, expanding the use of spectrum by all users, and ensuring that the Internet remains an engine
for continued innovation and economic growth. NTIAs activities include managing the federal use of spectrum and
identifying additional spectrum for commercial use, and administering grant programs that further the deployment and use
of broadband and other technologies in America.

EDAs FY 2015 Net Cost of Operations was $11.3 million (Gross Costs of $27.9 million less Earned Revenue of $16.6 million).
EDA leads the federal economic development agenda by promoting innovation and competitiveness, preparing American
regions for growth and success in the worldwide economy. EDA plays a critical role in fostering regional economic
development efforts in communities across the United States. Through strategic investments that foster job creation and
attract private investment, EDA supports development in economically distressed areas of the United States. EDA works
directly with local economic development officials to make grant investments that are well-defined, timely, and linked to a
long-term, sustainable economic development strategy.

FY 2015 Net Cost of Operations for Departmental Management (DM) was $112.7 million (Gross Costs of $3572 million
less Earned Revenue of $244.5 million), which includes Gifts and Bequests, Franchise Fund, Herbert C. Hoover Building
Renovation Project, Office of Inspector General, Salaries and Expenses, and Working Capital Fund. DM'’s objective is to
develop and provide policies and procedures for administrative planning, oversight, coordination, direction, and guidance
to ensure implementation of the Department’s mission.

FY 2015 Net Cost of Operations for the other Departmental bureaus was $124.3 million (Gross Costs of $125.6 million
less Earned Revenue of $1.3 million), which is comprised of the Bureau of Industry and Security (BIS) and the Minority
Business Development Agency (MBDA). BIS advances the Nation’s national security, foreign policy, and economic
objectives by ensuring an effective export control and treaty compliance system and promoting continued strategic
technology leadership by the United States. MBDA helps to create and sustain American jobs by promoting the growth
and global competitiveness of businesses owned and operated by minority entrepeneurs.

TRENDS IN NET COST OF OPERATIONS

The Department's Net Cost of Operations increased by $259.1 million, or 3 percent, from $767 billion in FY 2014 to
$7.93 billion in FY 2015. Gross Costs increased by $482.9 million, or 4 percent, from $11.47 billion in FY 2014 to $11.95 billion
in FY 2015. Earned Revenue increased by $223.8 million, or 6 percent, from $3.80 billion in FY 2014 to $4.02 billion in
FY 2015, primarily due to NTIS's increased earned revenue of $51.1 million in reimbursable work related to E-Learning
management services; NOAASs increase of $49.5 million with the U.S. Army Corps of Engineers for habitat conservation
and restoration; and the Census Bureau's increase of $37.9 million in earned revenue resulting from increased reimbursable
activities with the U.S. Department of Housing and Urban Development.
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SELECTED BUDGETARY INFORMATION BY RESPONSIBILITY SEGMENT

The distribution (by responsibility segment) of the Department’s Obligations Incurred, and Outlays, Gross, as reported
in the Department's Combined Statements of Budgetary Resources, changed significantly from FY 2014 to FY 2015
primarily due to NTIAs Public Safety Trust Fund's $6.40 billion transfer out in FY 2015 to NTIAs Network Construction Fund,
as previously discussed, treated as Obligations Incurred and Outlays, Gross by the Public Safety Trust Fund. As a result,
NTIAs Obligations Incurred, and Outlays, Gross, notably increased from 1 percent and 3 percent of the Departmental
total in FY 2014, respectively, to 33 percent and 34 percent of the Departmental total in FY 2015, respectively. This
caused notable decreases in NOAAs Obligations Incurred, and Outlays, Gross, from 45 percent and 44 percent of the
Departmental total in FY 2014, respectively, to 30 percent of the Departmental total, for both Obligations Incurred, and
Outlays, Gross, in FY 2015.

FY 2015 OBLIGATIONS INCURRED FY 2015 OUTLAYS, GROSS
BY RESPONSIBILITY SEGMENT BY RESPONSIBILITY SEGMENT
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TRENDS IN SELECTED BUDGETARY INFORMATION

The Department's Obligations Incurred increased by $744 billion, or 56 percent, from $13.36 billion in FY 2014 to
$20.81 hillion in FY 2015, and the Department’s Outlays, Gross increased by $7.56 billion, or 59 percent, from $12.91 billion
in FY 2014 to $20.47 billion in FY 2015. The increases in Obligations Incurred, and Outlays, Gross were primarily due to a
$6.40 billion increase in NTIAs Public Safety Trust Fund Obligations Incurred, and Outlays, Gross as discussed above.
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SUMMARY OF STEWARDSHIP INFORMATION

STEWARDSHIP ASSETS

The physical properties of Stewardship Assets resemble those of the General Property, Plant, and Equipment that

is capitalized traditionally in the financial statements of federal entities. Given the nature of these assets, federal
standard-setting bodies have determined that valuation is unduly burdensome and matching costs with specific periods
is not meaningful. Therefore, federal accounting standards require the disclosure of the nature and quantity of these
assets. The National Oceanic and Atmospheric Administration (NOAA) is the primary bureau within the Department that
maintains Stewardship Assets, while the National Institute of Standards and Technology (NIST) and the Census Bureau
also maintains Stewardship Assets.

The Department has certain resources entrusted to it and certain stewardship responsibilities it assumes.

NOAA maintains the following Stewardship Assets: Heritage Assets (Galveston Laboratory; National Marine Fisheries
Service (NMFS) St. George Sealing Plant; NMFS Cottage M, St. George; NMFS St. Paul Old Clinic/Hospital; NMFS
Woods Hole Science Aquarium; and Great Lakes Environmental Research Laboratory, Lake Michigan Field Station);
13 National Marine Sanctuaries; 4 Marine National Monuments (Marianas Trench, Pacific Remote Islands, Rose Atoll,
and Papahanaumokuéakea); Aleutian Islands Habitat Conservation Area; NOAA Habitat Blueprint (10 Habitat Focus Areas);
and Collection-type Heritage Assets, primarily included in the NOAA Central Library (mainly books, journals, publications,
photographs, and motion pictures) and Thunder Bay Sanctuary Research Collection (data cards, photograph negatives,
document copies, photographs, books, and other items).

NIST maintains Collection-type Heritage Assets under its Museum and History Program, which collects, preserves, and
exhibits artifacts, such as scientific instruments, equipment, objects, and records of significance to NIST and predecessor
agencies. The Census Bureau maintains Collection-type Heritage Assets that help illustrate the social, educational, and
cultural heritage of the Census Bureau, including artifacts, artwork, books, films, instruments, records, publications,
manuscripts, photographs, and maps.

STEWARDSHIP INVESTMENTS

Stewardship investments are substantial investments made by the federal government for the benefit of the Nation, but
are not physical assets owned by the federal government. Though treated as expenses when incurred to determine the
Department’s Net Cost of Operations, these items merit special treatment, so that users of federal financial reports know
the extent of investments that are made for the long-term benefit of the Nation.

Investments in Non-federal Physical Property: These investments are for the purchase, construction, or major renovation
of physical property owned by state and local governments. The Economic Development Administration (EDA) and NOAA
have significant investments in non-federal physical property. EDAs investments in FY 2015 totaled $142.3 million and
included its Public Works program ($101.0 million), Disaster Recovery ($8.8 million), and Economic Adjustment Assistance
program ($32.5 million). NOAASs investments in FY 2015 totaled $0.9 million and included the National Estuarine Research
Reserves ($0.7 million) and the Coastal and Estuarine Land Conservation Program ($0.2 million).
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Investments in Human Capital: These investments are for education and training programs that are intended to
increase or maintain national economic productive capacity and produce outputs and outcomes that provide evidence
of the constant or increasing national productive capacity. These investments exclude education and training expenses
for federal civilian and military personnel. The most significant investments in human capital are by NOAA, whose
investments in FY 2015 totaled $22.4 million and included the Educational Partnership Program ($14.3 million), the Ernest
F Hollings Undergraduate Scholarship Program ($5.5 million), the National Sea Grant College Program ($0.7 million),
the National Estuarine Research Reserve Program ($1.5 million), the Southeast Fisheries Science Center's Recruiting
Training Research Program ($0.3 million), and the Northeast Fisheries Science Center Partnership Education Program
($0.1 million).

Investments in Research and Development (R&D): These investments include investments in basic research, applied
research, and development, which are made with the expectation of maintaining or increasing national economic productive
capacity, or yielding other future economic or societal benefits. The only significant investments in R&D are by NIST and
NOAA. NIST's investments in FY 2015 totaled $722.4 million, and included $7172 million for its NIST Laboratories Program
and $5.2 million for its Technology Innovation Program, Advanced Technology Program, and Advanced Manufacturing
Technology Consortia. NOAAs investments in FY 2015 totaled $450.6 million, which included Environmental and Climate
($298.4 million), Fisheries ($50.3 million), Marine Operations and Maintenance and Aircraft Services ($29.2 million),
Weather Service ($42.7 million), and Other ($30.0 million).
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MESSAGE FROM THE CHIEF FINANCIAL OFFICER

his FY 2015 Agency Financial Report provides financial and high-level program performance information to enable the

Department'’s stakeholders to understand and evaluate the Department'’s achievements relative to its mission and

resources. The Department is committed to operational excellence, with a focus on providing outstanding service to
our customers. This includes providing the public with highlights of our performance, and detailed financial information.
This report also fulfills several statutory requirements, including the Reports Consolidation Act of 2000, the Chief Financial
Officers Act, the Federal Managers' Financial Integrity Act (FMFIA), and the Government Management Reform Act.

For FY 2015, the Department achieved an unmodified audit opinion for the seventeenth consecutive year. The Department
was able to eliminate the significant deficiency related to the accounting for the Economic Development Administration’s
accrued grants; however, the Department received a significant deficiency relating to needed improvement in (1) accounting
for the National Oceanic and Atmospheric Administration’s Commissioned Officer Corps pension benefits, (2) Department-
wide information technology general controls around access and configuration management, and (3) accounting for the
Public Safety Trust Fund spectrum auction proceeds. \We will continue to take corrective actions to strengthen controls in
these areas in FY 2016.

The Department will continue enhancing financial and non-financial controls under FMFIA and Office of Management and
Budget (OMB) Circular A-123. The Department has provided an unqualified statement of assurance that its internal controls
and financial management systems meet the objectives of FMFIA, and that internal controls operated effectively.

The Department'’s leadership continues its commitment to improving the capacity to deliver our mission with customer
focused outcomes. This starts with our most important assets—our people. The Department’s employees are committed
to the Commerce mission and public service, and leadership is committed to engaging and empowering them to maximize
their talents through continuous learning, collaboration, and innovation.

This includes providing an up-to-date work environment and information technology services that support collaboration
amongst our employees in order to unleash their potential and creativity to solve common challenges. The Department's
headquarters, the Herbert C. Hoover Building, is undergoing a critical renovation that will support this environment.
Our Office of the Chief Information Officer is modernizing our tools to enable best-in-class service through enterprise
solutions, while also safeguarding against cyber threats.

The Department’s management is also committed to looking at more efficient and effective ways to manage our processes
as an enterprise for our key services. This includes using data to better manage results and exploring opportunities for
increased collaboration. This will not only allow for improved service delivery, but also smarter and more efficient, effective

use of taxpayer resources.

Ellen Herbst

Chief Financial Officer

and Assistant Secretary for Administration
November 13, 2015

36 | FY 2016 AGENCY FINANCIAL REPORT



FINANCIAL SECTION

INDEPENDENT
AUDITORS™ REPORT




INDEPENDENT AUDITORS' REPORT

38

oF
f‘v;&‘*fx‘ UNITED STATES DEPARTMENT OF COMMERCE

- &l The Inspector General
%% o ji Washington, D.C. 20230

November 13, 2015
INFORMATION MEMORANDUM FOR THE SECRETARY

Ol Lot
FROM: David Smith, Acting

SUBJECT:  Department of Commerce FY 2015 Consolidated Financial
Statements—Final Report No. OIG-16-007-A

I am pleased to provide you with the attached audit report, which presents an
unmodified opinion on the Department of Commerce’s fiscal year 2015
consolidated financial statements. KPMG LLP, an independent public accounting
firm, performed the audit in accordance with U.S. generally accepted government
auditing standards and Office of Management and Budget Bulletin 15-02, Audit
Requirements for Federal Financial Statements.

In its audit of the Department, KPMG

e determined that the financial statements were fairly presented in all material
respects and in conformity with U.S. generally accepted accounting
principles;

o identified three significant deficiencies in internal control over financial
reporting related to weaknesses in information technology general controls,
accounting for Public Safety Trust Fund spectrum auction proceeds, and
accounting for NOAA Corps pension benefits;

¢ identified no instance of reportable noncompliance with applicable
provisions of laws, regulations, contracts, and grant agreements;

e identified no instances in which the Department’s financial management
systems did not substantially comply with the requirements of the Federal
Financial Management Improvement Act of 1996; and

e disclosed five potential Antideficiency Act compliance matters currently
under review at the Department.
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My office oversaw the audit performance. We reviewed KPMG’s report and
related documentation and made inquiries of its representatives. Our review
disclosed no instances where KPMG did not comply, in all material respects, with
U.S. generally accepted government auditing standards. However, our review—as
differentiated from an audit in accordance with these standards—was not intended
to enable us to express, and we do not express, any opinion on the Department’s
consolidated financial statements, conclusions about the effectiveness of internal
control, or conclusions on compliance with laws, regulations, contracts, and grant
agreements. KPMG is solely responsible for the attached audit report and the
conclusions expressed in it.

We appreciate the cooperation and courtesies extended to KPMG during the audit.

Attachment
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Suite 12000
1801 K Street, N\W
Washington, DC 20006

Independent Auditors’ Report

Acting Inspector General, U.S. Department of Commerce and
Secretary, U.S. Department of Commerce:

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of the U.S. Department of Commerce
(Department), which comprise the consolidated balance sheets as of September 30, 2015 and 2014, and the
related consolidated statements of net cost and changes in net position, and combined statements of
budgetary resources for the years then ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with U.S. generally accepted accounting principles; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States; and Office of Management and Budget (OMB) Bulletin
No. 15-02, Audit Requirements for Federal Financial Statements. Those standards and OMB Bulletin No.
15-02 require that we plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
(“KPMG International”), a Swiss entity.
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U.S. Department of Commerce
Independent Auditors’ Report
November 13, 2015

Page 2 of 9

Opinion on the Financial Statements

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of the U.S. Department of Commerce as of September 30, 2015 and 2014,
and its net costs, changes in net position, and budgetary resources for the years then ended in accordance
with U.S. generally accepted accounting principles.

Other Matters

Management has elected to reference to information on websites or other forms of interactive data outside
the Agency Financial Report to provide additional information for the users of its financial statements.
Such information is not a required part of the basic consolidated financial statements or supplementary
information required by the Federal Accounting Standards Advisory Board. The information on these
websites or the other interactive data has not been subjected to any of our auditing procedures, and
accordingly we do not express an opinion or provide any assurance on it.

Required Supplementary Information

U.S. generally accepted accounting principles require that the information in the Management’s Discussion
and Analysis (including the Financial Management and Analysis section), Required Supplementary
Information, and Required Supplementary Stewardship Information sections be presented to supplement
the basic consolidated financial statements. Such information, although not a part of the basic consolidated
financial statements, is required by the Federal Accounting Standards Advisory Board who considers it to
be an essential part of financial reporting for placing the basic consolidated financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries,
the basic consolidated financial statements, and other knowledge we obtained during our audits of the basic
consolidated financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Other Information

Our audits were conducted for the purpose of forming an opinion on the basic consolidated financial
statements as a whole. The information in the Message from Secretary Pritzker, the How to Use this Report
section, the Message from the Chief Financial Olfficer, the Other Information section, and the Appendices
are presented for purposes of additional analysis and are not a required part of the basic consolidated
financial statements. Such information has not been subjected to the auditing procedures applied in the
audit of the basic consolidated financial statements, and accordingly, we do not express an opinion or
provide any assurance on it.
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Other Reporting Required by Government Auditing Standards
Internal Control Over Financial Reporting

In planning and performing our audit of the consolidated financial statements as of and for the year ended
September 30, 2015, we considered the Department’s internal control over financial reporting (internal
control) to determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinion on the consolidated financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Department’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Department’s internal control. We did not test all internal controls
relevant to operating objectives as broadly defined by the Federal Managers’ Financial Integrity Act of
1982.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement of
the entity’s financial statements will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. Given these limitations, during our audit we did not identify any deficiencies
in internal control that we consider to be material weaknesses. We did identify certain deficiencies in
internal control, described below and in more detail in Exhibit I that we consider to be significant
deficiencies.

e Information technology (IT) general controls need improvement. During fiscal year (FY) 2015, we
noted control deficiencies relating to access controls and configuration management. Specifically, the
Department needs to make improvements in its IT general controls to fully ensure that financial data
processed on the Department’s systems has integrity, is securely maintained, and is available only to
authorized users.

e Accounting for Public Safety Trust Fund spectrum auction proceeds needs improvement. During
FY 2015, we noted that the Department needs to improve controls and its accounting policies relating
to accounting for the Public Safety Trust Fund spectrum auction proceeds. Specifically, the Department
needs to ensure that the portion of these proceeds that are due to external parties as of an interim date
are recognized as a liability regardless of the Department’s plans to distribute the funds prior to the end
of the period.

e Accounting for NOAA Corps pension benefits needs improvement. During FY 2015, we noted that
the National Oceanic and Atmospheric Administration (NOAA) did not review the census data that was
provided to an external actuary and did not obtain and review a service organization report or perform
sufficient alternative procedures to identify and address key controls supporting the NOAA Corps
retirement system and health benefits liabilities.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Department’s consolidated financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards or OMB Bulletin No. 15-02.

We also performed tests of its compliance with certain provisions referred to in Section 803(a) of the
Federal Financial Management Improvement Act of 1996 (FFMIA). Providing an opinion on compliance
with FFMIA was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests of FFMIA disclosed no instances in which the Department’s financial management
systems did not substantially comply with the (1) Federal financial management systems requirements,
(2) applicable Federal accounting standards, and (3) the United States Government Standard General
Ledger at the transaction level.

Other Matters: The Department informed us of potential Antideficiency Act compliance matters that are
being reviewed by the Department’s Office of the Secretary and the Department’s Office of General
Counsel as follows: (i) potential incorrect use of budgetary funding sources to support its programs;
(i) accepting terms of agreement on purchases made through the internet; (iii) relating to work performed
without compensation through appointment as an intermittent expert after retiring from employment with
the bureau; (iv) unemployment claims filed by temporary employees; and, (v) potential obligations in
excess of quarterly advance of apportionment from OMB. Because these reviews are not complete, the
ultimate outcomes of these potential matters are not presently known.

The Department’s Responses to Findings

The Department’s responses to the findings identified in our audit are described in Exhibit 1. The
Department’s responses were not subjected to the auditing procedures applied in the audit of the
consolidated financial statements and, accordingly, we express no opinion on the responses.

Purpose of the Other Reporting Required by Government Auditing Standards

The purpose of the communication described in the Other Reporting Required by Government Auditing
Standards section is solely to describe the scope of our testing of internal control and compliance and the
result of that testing, and not to provide an opinion on the effectiveness of the Department’s internal control
or compliance. Accordingly, this communication is not suitable for any other purpose.

KPMe LP

Washington, D.C.
November 13, 2015
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Exhibit I — Significant Deficiencies

A. Information Technology General Controls Need Improvement

For several years, information security is recognized as a top management challenge for the Department.
While the Department has implemented corrective actions, it continues to be an area of focus. Using the
U.S. Government Accountability Office’s Federal Information System Controls Audit Manual
(FISCAM), we considered the Department’s IT general controls supporting its financial reporting because
IT systems significantly facilitate an entity’s financial processing activities and retain important financial
data. Effective IT general controls assists management with ensuring that data used to prepare and report
financial statements and related information is complete, reliable, and has integrity.

Access controls. In close concert with an organization’s entity-wide information security program, access
controls for general support systems should provide reasonable assurance that computer resources such as
data files, application programs, and computer-related facilities and equipment are protected against
unauthorized modification, disclosure, loss or impairment. Access controls are facilitated by an
organization’s entity-wide security program. Such controls include physical controls, such as keeping
computers in locked rooms to limit physical access, and logical controls, such as security software
programs designed to prevent or detect unauthorized access to data. Similar to security management,
inadequate access controls diminish the reliability and integrity of computerized data and increase the risk
of destruction or inappropriate disclosure of information.

The objectives of limiting access are to ensure that users have only the access needed to perform their
duties; that access to sensitive resources, such as security software programs, is limited to few
individuals; and that employees are restricted from performing incompatible functions or duties beyond
their responsibility. This is reiterated by Federal guidelines. For example, the OMB Circular A-130 and
supporting National Institute of Standards and Technology publications provide guidance related to the
maintenance of technical access controls. In addition, the Department’s IT Security Program Policy
contains requirements for operating Department IT devices in a secure manner.

During FY 2015, we noted that access controls should be improved, primarily in the areas of: (1)
improving application, database and operating system password controls; (2) strengthening access
administration controls to financial and feeder systems’ applications and supporting infrastructure (e.g.
databases and network); (3) restricting logical access to financially significant source code; (4) reviewing
user accounts to appropriately disable and recertify access to financial and feeder systems’ applications
and supporting infrastructure; (5) strengthening software encryption controls; and (6) improving
monitoring of audit logs. We recognize that the Department has certain compensating controls in place to
help reduce the risk of the identified weaknesses, and we considered such compensating controls as part
of our audit of the Department’s consolidated financial statements.

Configuration management. Configuration management involves the identification and management of
security features for all hardware, software, and firmware components of an information system at a given
point and systematically controls configuration changes throughout the life cycle of the system.
Configuration settings and the related configuration management is a key component of many IT systems
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Exhibit I — Significant Deficiencies, continued

to ensure that hardware, software and firmware programs, and program modifications are properly
authorized, tested, and approved, and that access to, and distribution of, programs is carefully controlled.
Configuration settings may affect the design, implementation and/or operating effectiveness of
application controls and may be subject to change control procedures to maintain the integrity of the
application controls. Without proper controls, there is a risk that security features could be inadvertently
or deliberately omitted or turned off, or that processing irregularities or malicious code could be
introduced into the IT environment.

During FY 2015, we noted that configuration management controls should be improved to address
configuration and patch management weaknesses identified. We recognize that the Department has
certain compensating controls in place to help reduce the risk of the identified weaknesses, and we
considered such compensating controls as part of our audit of the Department’s consolidated financial
statements.

Recommendations

We provided the Department specific recommendations to improve its IT general controls related to
financial systems in a separate limited distribution IT report, issued as part of the FY 2015 consolidated
financial statement audit. The Department should monitor operating units’ actions to ensure effective
implementation of our recommendations and to ensure continued compliance with the Federal Financial
Management Improvement Act of 1996.

Management’s Response

The Department concurs. We will develop corrective action plans and ensure timely implementation to
address KPMG’s recommendations.

B. Accounting for Public Safety Trust Fund Spectrum Auction Proceeds Needs Improvement

On June 9, 2015, the National Telecommunications and Information Administration (NTIA) Public
Safety Trust Fund received a transfer-in of $18.6 billion from the Federal Communications Commission
for spectrum auction proceeds in accordance with the Middle Class Tax Relief and Job Creation Act of
2012 (the Act). In accordance with the Act, NTIA planned to use $6.3 billion for the Network
Construction Fund, $131 million for the NTIA State and Local Implementation Fund, $779 million for
NTIA’s loan repayment to the U.S. Department of Treasury (Treasury), $93 million for certain National
Institute of Standards and Technology (NIST) programs, and $12.6 billion to be disbursed to the Treasury
General Fund.

On June 25, 2015, NIST, the accounting service provider for NTIA, recorded an accounting entry to

recognize this transaction. However, NIST, in coordination with NTIA and the Department’s Office of
Financial Management (OFM), did not accrue a liability for the portion of the proceeds that were owed to
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Exhibit I — Significant Deficiencies, continued

the Treasury General Fund even though the conditions outlined in Statement of Federal Financial
Accounting Standards Number 5, Accounting for Liabilities, were met. As a result, the Department’s FY
2015 third quarter financial statements were misstated because they did not include this liability.

NIST stated that a liability was not recorded because of uncertainties associated with the timing of OMB
approving the apportionment of the proceeds received and that NIST intended to record the liability when
the apportionment was received. In addition, OFM’s management review control of third quarter
submissions from bureaus for financial statement reporting purposes did not identify the need for a
liability. Further, although the Department’s Accounting Principles and Standards Handbook recognizes
the need for quarterly accruals for goods and services received, it does not address the type of non-entity
activity described above (that is, receipts received that are due to an external party upon receipt).

As a result of our inquiry about this matter, the Department recorded a liability in the general ledger on
September 22, 2015. The liability was subsequently liquidated on September 29, 2015 when the proceeds
were disbursed to the Treasury General Fund as a result of receipt of the apportionment on September 11,
2015.

Recommendations

We recommend that:

1. NIST improve its processes to identify and determine the financial statement impact of all significant
events and/or transactions to ensure that accounting positions are based on U.S. generally accepted
accounting principles (GAAP).

2. OFM update the Department’s Accounting Principles and Standards Handbook to address the
appropriate accounting for such transactions.

3. OFM ensure that significant transactions and events that are identified when reviewing the analysis of
significant variances received from the bureaus for the quarterly financial statements that are required
to be submitted to OMB are resolved on a timely basis.

Management’s Response

The Department concurs. We will develop corrective action plans and ensure timely implementation to
address KPMG’s recommendations.

C. Accounting for NOAA Corps Pension Benefits Needs Improvement

The NOAA Corps payroll, retirement system, and health benefits payments are processed and maintained

by an external accounting service provider and the related actuarial liabilities as of fiscal year end are
determined by an external actuary.
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Exhibit I — Significant Deficiencies, continued

In prior years, we recommended that the NOAA either: 1) obtain a Statement on Standards for Attestation
Engagements No. 16 (SSAE 16) report relating to the service provider’s processing of payments due to
NOAA Corps active and retired officers, and, as applicable, their beneficiaries or 2) develop a
documented system of internal controls to ensure that the related payroll and pension benefits data
processed and maintained by the service provider is complete and accurate.

During FY 2015, we noted that NOAA made some progress in addressing our prior year recommendation
as they requested a service organization control (SOC) report from the service provider and drafted a
standard operating procedures (SOP) document outlining a system of internal controls to ensure that
NOAA pay and benefit data processed and maintained by the service provider is complete and accurate.
However, we noted the following weaknesses relating to the SOC report and the draft SOP.

SOC report. The service provider provided NOAA with a Service Organization Control 2 (SOC
2), Type 2 report, Report on Controls at the Service Organization Relevant to Security,
Availability, Processing Integrity, and Confidentiality that covered the period from April 1, 2015
to September 30, 2015. NOAA received this report on October 30, 2015 (that is, after the period
end).

While the SOC 2 report may be useful to NOAA Corps for operational purposes, it does not
directly address internal controls over financial reporting. A SOC 1 Type 2 report, Report on
Controls at a Service Organization Relevant to User Entities’ Internal Control over Financial
Reporting should be used by user entities’ management for its consideration of financial reporting
controls that are relevant to the Department’s consolidated financial statements. As described by
the American Institute of Certified Public Accountants (AICPA), a SOC 1 Type 2 report (also
referred to as a SSAE 16 report as a result of the relevant AICPA attestation standards) is a report
on the fairness of the presentation of management’s description of the service organization’s
system and the suitability of the design and operating effectiveness of the controls to achieve the
related control objectives included in the description throughout a specified period (e.g. the entire
fiscal year).

Draft SOP. NOAA did not finalize its draft SOP during fiscal year 2015. Therefore, control
procedures were not implemented as of and for the year ended September 30, 2015 to ensure that
the NOAA Corps data processed and maintained by the service provider is complete and
accurate.

Moreover, the NOAA Corps census data that contains personally identifiable information (e.g.
officers’ and surviving beneficiaries’ date of birth and date of initial entry into military service,
pay, as applicable) was sent directly from the service provider to the external actuary. Therefore,
NOAA Corps did not review the data prior to submission to the external actuary and does not
have a policy to review that data for completeness and accuracy prior to such submission.
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The lack of a SOC 1 Type 2 report or sufficient alternative procedures and sufficient complementary end
user controls relating to the NOAA Corps census data provides an increased risk for misstatements in the
NOAA Corps actuarial liabilities to occur and not be detected and corrected in a timely manner. We
considered that NOAA has compensating controls over the input of personnel information and
reconciliations relating to the payroll expense that reduce the risk of the identified weaknesses.

Recommendations

We recommend that NOAA:

4. Coordinate with the service provider to obtain a SOC 1 Type 2 report or perform sufficient alternative
procedures to identify and address key internal controls over financial reporting over the
completeness and accuracy of the NOAA Corps retirement system and health benefits liabilities.

5. Continue to develop and implement complementary end user controls and other financial reporting
controls, to address control deficiencies identified in a SOC 1 Type 2 report or in the results of any
alternative procedures as well as finalize and implement policies to ensure completeness and accuracy
of the NOAA Corps census data.

Management’s Response

The Department concurs. We will develop corrective action plans and ensure timely implementation to
address KPMG’s recommendations.
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United States Department of Commerce Consolidated Balance Sheets
As of September 30, 2015 and 2014 (In Thousands)

FY 2015 FY 2014
ASSETS
Intragovernmental:
Fund Balance with Treasury (Notes 2 and 18) $ 25,511,071 $ 20,440,730
Accounts Receivable (Note 3) 119,395 79,756
Advances and Prepayments 104,385 75,948
Total Intragovernmental 25,734,851 20,596,434
Cash (Note 4) 4,406 5,444
Accounts Receivable, Net (Note 3) 32,718 48,201
Direct Loans and Loan Guarantees, Net (Note 5) 512,463 512,588
Inventory, Materials, and Supplies, Net (Note 6) 104,388 100,038
General Property, Plant, and Equipment, Net (Note 7) 12,948,649 12,107,752
Other (Note 8) 126,255 47247
TOTAL ASSETS $ 39,463,730 $ 33417704
Stewardship Assets (Note 23)
LIABILITIES
Intragovernmental:
Accounts Payable $ 165,233 $ 141,659
Debt to Treasury (Note 10) 504,704 1,311,671
Other
Resources Payable to Treasury 5,905 8,674
Unearned Revenue 266,056 348,361
Other (Note 11) 87,078 85,953
Total Intragovernmental 1,028,976 1,896,318
Accounts Payable 480,841 451,340
Loan Guarantee Liabilities (Notes 5 and 16) - 516
Federal Employee Benefits (Note 12) 881,546 898,771
Environmental and Disposal Liabilities (Note 13) 144,893 1567503
Other
Accrued Payroll and Annual Leave 505,168 500,082
Accrued Grants 144,925 475,714
Capital Lease Liabilities (Note 14) 3,109 6,345
Unearned Revenue 1,244,615 1,293,216
Other (Note 11) 28,875 20,119
TOTAL LIABILITIES $ 4,462,848 $ 5,699,924
Commitments and Contingencies (Note 16)
NET POSITION
Unexpended Appropriations
Unexpended Appropriations — Funds from Dedicated Collections (Note 21) $ - $ -
Unexpended Appropriations — All Other Funds 5,733,904 5,263,441
Cumulative Results of Operations
Cumulative Results of Operations — Funds from Dedicated Collections (Note 21) 17,640,086 11,592,944
Cumulative Results of Operations — All Other Funds 11,626,892 10,861,395
Total Net Position - Funds from Dedicated Collections 17,640,086 11,592,944
Total Net Position - All Other Funds 17,360,796 16,124,836
TOTAL NET POSITION $ 35,000,882 $ 27717780
TOTAL LIABILITIES AND NET POSITION $ 39,463,730 $ 33,417,704

The accompanying notes are an integral part of these financial statements.
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United States Department of Commerce Consolidated Statements of Net Cost
For the Years Ended September 30, 2015 and 2014 (Note 17) (In Thousands)

FY 2015 FY 2014

Gross Departmental Costs

National Oceanic and Atmospheric Adminstration (NOAA) (Note 7) $ 5,174,270 $ 4,891,391
U.S. Patent and Trademark Office (USPTO) 3,012,010 2,731,675
Economics and Statistics Adminstration (ESA) 1,509,005 1,402,443
National Institute of Standards and Technology (NIST) 1,204,798 1,017,709
National Telecommunications and Information Adminstration (NTIA) (Note 7) 298,848 406,530
Departmental Management 129,952 115,770
Others 622,906 903,380
Total Gross Departmental Costs 11,951,789 11,468,898
Less: Earned Revenue (4,020,707) (3,796,874)
NET COST OF OPERATIONS $ 7,931,082 $ 7,672,024

The accompanying notes are an integral part of these financial statements.
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United States Department of Commerce Consolidated Statements of Changes in Net Position
For the Years Ended September 30, 2015 and 2014 (In Thousands)

FY 2015 FY 2014
Funds from Funds from
Dedicated Dedicated
Collections Consolidated Collections Consolidated
(Note 21) All Other Funds Total (Note 21) All Other Funds Total
Cumulative Results Of Operations:
Beginning Balance $ 11,592944 $ 10,861,395 $ 22,454,339 $ 10,033,602 $ 9897600 $ 19,931,202
Budgetary Financing Sources:
Appropriations Used - 8,204,450 8,204,450 - 8,299,985 8,299,985
Non-exchange Revenue 118,419 12,001 130,420 176,145 6,630 182,775
Donations and Forfeitures of Cash and
Cash Equivalents - 4,119 4,119 - 4,749 4,749
Transfer In of Auction Proceeds from Federal
Communications Commission (Note 21) 18,627,804 - 18,627804 1,221,000 - 1,221,000
Transfer Out to Receipt Account for Providing
Funds to General Fund of U.S. Government (Note 21)  (12,618,990) - (12,618,990) - - -
Transfers In/(Out) Without Reimbursement, Net 1,674 143,870 145,544 3,768 129,540 133,308
Rescissions/Sequestrations (Note 18) - (2,906) (2,906) - - -
Other Budgetary Financing Sources/(Uses), Net - 31 31 - - -
Other Financing Sources (Non-exchange):
Donations and Forfeitures of Property 1,351 1,305 2,656 - 1,296 1,296
Transfer In Received by Receipt Account for Providing
Funds to General Fund of U.S. Government (Note 21) 12,618,990 - 12,618,990 - - -
Transfer Out to General Fund of U.S. Government for
Deficit Reduction (Note 21) (12,618,990) - (12,618,990) - - -
Transfers In/(Out) Without Reimbursement, Net (1,2517) 410 (841) - 6,742 6,742
Imputed Financing Sources from Cost Absorbed
by Others 47002 209,498 256,500 62,780 294,242 357,022
Other Financing Sources/(Uses), Net - (5,066) (5,066) - (11,716) (11,716)
Total Financing Sources 6,176,009 8,567,712 14,743,721 1,463,693 8,731,468 10,195,161
Net Cost of Operations (128,867) (7,802,215) (7,931,082) 95,649 (7,767,673) (7,672,024)
Net Change 6,047,142 765,497 6,812,639 1,559,342 963,795 2,523,137
Cumulative Results of Operations - Ending Balance 17,640,086 11,626,892 29,266,978 11,592,944 10,861,395 22,454,339
Unexpended Appropriations:
Beginning Balance - 5,263,441 5,263,441 - 5,340,879 5,340,879
Budgetary Financing Sources:
Appropriations Received (Note 18) - 8,545,281 8,545,281 - 8,261,101 8,261,101
Appropriations Transferred In/(Out), Net - 283,364 283,364 - 17688 17688
Rescissions/Sequestrations of Appropriations (Note 18) - (7.190) (7.190) - (10,660) (10,660)
Cancellations and Other Adjustments - (146,542) (146,542) - (45,582) (45,582)
Appropriations Used - (8,204,450) (8,204,450) - (8,299,985) (8,299,985)
Total Budgetary Financing Sources - 470,463 470,463 - (77,438) (77,438)
Unexpended Appropriations - Ending Balance - 5,733,904 5,733,904 - 5,263,441 5,263,441
NET POSITION $ 17640,086 $ 17360,796 $ 35,000,882 $ 11,592,944 $ 16,124,836 $ 27,717,780

The accompanying notes are an integral part of these financial statements.
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United States Department of Commerce Combined Statements of Budgetary Resources
For the Years Ended September 30, 2015 and 2014 (Note 18) (In Thousands)

FY 2015 FY 2014
Non-budgetary Credit Non-budgetary Credit
Budgetary Program Financing Accounts Budgetary Program Financing Accounts

BUDGETARY RESOURCES:
Unobligated Balance, Brought Forward, October 1 $ 12,834,426 $ 10 $ 10,701,770 $ 7
Adjustments to Unobligated Balance, Brought Forward - - (2,721) -
Unobligated Balance, Brought Forward, October 1, as Adjusted 12,834,426 10 10,699,049 7
Actual Recoveries of Prioryears Unpaid Obligations 306,562 28,490 378,062 6,696
Actual Nonexpenditure Transfers of Unobligated Balance, Net 1,672 - 3,826 -
Borrowing Authority Withdrawn - (28,490) - (6,696)
Other Changes in Unobligated Balance, Net (146,510) - (46,094) -
Unobligated Balance From Prior-years Budget Authority, Net 12,996,150 10 11,034,843 7
Appropriations 13,981,745 - 8,429,193 -
Borrowing Authority - 65,860 1,738,475 98,218
Spending Authority From Offsetting Collections 11,341,144 31,130 4,867,504 30,152
TOTAL BUDGETARY RESOURCES $ 38,319,039 $ 97,000 $ 26,070,015 $ 128,377
STATUS OF BUDGETARY RESOURCES:
Obligations Incurred $ 20,710,355 $ 94,873 $ 13,235,589 $ 128,367
Unobligated Balance, End of Year

Apportioned 8,041,086 - 3,449,315 -

Exempt From Apportionment 2,486 - 4,016 -

Unapportioned 9,565,112 2,127 9,381,095 10
Total Unobligated Balance, End of Year 17,608,684 2,127 12,834,426 10
TOTAL STATUS OF BUDGETARY RESOURCES $ 38,319,039 $ 97,000 $ 26,070,015 $ 128,377

CHANGE IN UNPAID OBLIGATED BALANCE, NET:
Unpaid Obligations:

Unpaid Obligations, Brought Forward, October 1 $ 6,677864 $ 182,409 $ 6,656,223 $ 139,393
Obligations Incurred 20,710,355 94,873 13,235,589 128,367
Outlays, Gross (20,343,080) (126,741) (12,835,886) (78,655)
Actual Recoveries of Prioryears Unpaid Obligations (306,562) (28,490) (378,062) (6,696)
UNPAID OBLIGATIONS, END OF YEAR $ 6,738,577 $ 122,051 $ 6,677,864 $ 182,409
Uncollected Customer Payments:
Uncollected Customer Payments, Brought Forward, October 1 $  (448,663) $ (467) $  (468,789) $ (467)
Adjustments to Uncollected Customer Payments, Brought Forward - - 4,025 -
Change in Uncollected Customer Payments (115,828) - 16,101 -
UNCOLLECTED CUSTOMER PAYMENTS, END OF YEAR $ (564,491) $ (467) $  (448,663) $ (467)
Unpaid Obligated Balance, Net, Brought Forward, October 1,

as Adjusted $ 6,229,201 $ 181,942 $ 6,191,459 $ 138,926
Unpaid Obligated Balance, Net, End of Year $ 6,174,086 $ 121,584 $ 6,229,201 $ 181,942
BUDGET AUTHORITY, NET:
Budget Authority, Gross $ 25,322,889 $ 96,990 $ 15,035,172 $ 128,370
Actual Offsetting Collections (11,351,448) (135,026) (4,886,210) (92,352)
Change in Uncollected Customer Payments (115,828) - 16,101 -
BUDGET AUTHORITY, NET $ 13,855,613 $ (38,036) $ 10,165,063 $ 36,018
OUTLAYS, NET:
Outlays, Gross $ 20,343,080 $ 126,741 $ 12,835,886 $ 78,655
Actual Offsetting Collections (11,351,448) (135,026) (4,886,210) (92,352)
Outlays, Net 8,991,632 (8,285) 7,949,676 (13,697)
Distributed Offsetting (Receipts)/Outlays, Net (36,089) - (56,006) -
AGENCY OUTLAYS, NET $ 8,955,543 $ (8,285) $ 7893,670 $  (13,697)

The accompanying notes are an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

(All Tables are Presented in Thousands Unless Otherwise Stated)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

() Reporting Entity

Established in 1903 to promote U.S. business and trade, the Department’s broad range of responsibilities includes predicting

the weather, granting patents and registering trademarks, measuring economic growth, gathering and disseminating
statistical data, expanding U.S. exports, developing innovative technologies, helping local communities improve their economic
development capabilities, promoting minority entrepreneurial activities, and monitoring the stewardship of national assets.
The Department is composed of 12 bureaus, the Emergency Steel Loan Guarantee Program, and Departmental Management.

The Department of Commerce (the Department) is a cabinet-level agency of the Executive Branch of the U.S. government.

For the Consolidated Statements of Net Cost, the Department'’s entities have been grouped together as follows:

o National Oceanic and Atmospheric Administration (NOAA)

o U.S. Patent and Trademark Office (USPTO)

o Economics and Statistics Administration (ESA) — based on organizational structure
o Bureau of Economic Analysis (BEA)
o Census Bureau

o National Institute of Standards and Technology (NIST) — based on organizational structure
o National Technical Information Service (NTIS)

o National Telecommunications and Information Administration (NTIA)

o Departmental Management (DM)
o Franchise Fund

Gifts and Bequests (G&B)

Herbert C. Hoover Building (HCHB) Renovation Project

Office of Inspector General (OIG)

Salaries and Expenses (S&E)
o Working Capital Fund (WCF)

o Others
o Bureau of Industry and Security (BIS)

Economic Development Administration (EDA)
Emergency Steel Loan Guarantee Program (ELGP-Steel)
International Trade Administration (ITA)

Minority Business Development Agency (MBDA)

1 The Middle Class Tax Relief and Job Creation Act of 2012 created the First Responder Network Authority (FirstNet) as an independent
authority within NTIA, to provide emergency responders with the first high-speed, nationwide network dedicated to public safety.
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(:) Basis of Accounting and Presentation

The Department's fiscal year ends September 30. These financial statements reflect both accrual and budgetary accounting
transactions. Under the accrual method of accounting, revenues are recognized when earned and expenses are recognized
when incurred, without regard to the receipt or payment of cash. Budgetary accounting is designed to recognize the obligation
of funds according to legal requirements, which in many cases is made prior to the occurrence of an accrual-based transaction.
Budgetary accounting is essential for compliance with legal constraints and controls over the use of federal funds.

These financial statements have been prepared from the accounting records of the Department in conformance with U.S.
generally accepted accounting principles (GAAP) and the form and content for entity financial statements specified by the Office
of Management and Budget (OMB) in Circular A-136, Financial Reporting Requirements. GAAP for federal entities are the
standards prescribed by the Federal Accounting Standards Advisory Board, which is the official body for setting the accounting
standards of the U.S. government.

Throughout these financial statements, intragovernmental assets, liabilities, gross costs, earned revenue, transfers, and other
activity represent activity or balances with other federal entities.

The Department has allocation transfer transactions with other federal agencies as both a transferring (parent) entity and as a
receiving (child) entity. Allocation transfers are legal delegations by one department of its authority to obligate budget authority
and outlay funds to another department. A separate fund account (allocation account) is created in the U.S. Department of
the Treasury (Treasury) as a subset of the parent fund account for tracking and reporting purposes. All allocation transfers
of balances are credited to this account, and subsequent obligations and outlays incurred by the child entity are charged to
this allocation account as they execute the delegated activity on behalf of the parent entity. Generally, all financial activity
related to these allocation transfers (e.g., budgetary resources, obligations incurred, gross costs, and outlays, gross) is reported
in the financial statements of the parent entity, from which the underlying legislative authority, appropriations, and OMB
apportionments are derived. EDA allocates funds, as the parent, to the U.S. Department of Agriculture’s Rural Development
Administration; all financial activity related to these EDA funds is reported in the Department’s financial statements. NOAA,
EDA, the Census Bureau, and BEA have received allocation transfers, as the child, from the U.S. General Services Administration
(GSA), U.S. Environmental Protection Agency, Delta Regional Authority, Appalachian Regional Commission, and the Northern
Border Regional Commission. Activity relating to these child allocation transfers is not reported in the Department'’s financial
statements, except that the Department has recognized Imputed Costs, and Imputed Financing Sources From Cost Absorbed
by Others, for gross costs, as the child, under GSAs Federal Buildings Fund.

(® Funds from Dedicated Collections

Funds from Dedicated Collections are financed by specifically identified revenues, often supplemented by other financing
sources that are originally provided to the federal government by a non-federal source, which remain available over time. These
specifically identified revenues and other financing sources are required by statute to be used for designated activities, benefits,
or purposes, and must be accounted for separately from the federal government’s general revenues.

Funds from Dedicated Collections include general funds, revolving funds (not including credit reform financing funds), special
funds, and trust funds. (See Note 21, Funds from Dedicated Collections.)
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(®) Elimination of Intra-entity and Intra-Departmental Transactions and Balances

Transactions and balances within a reporting entity (intra-entity), and transactions and balances among the Department's entities
(intra-Departmental), have been eliminated from the Consolidated Balance Sheets, Consolidated Statements of Net Cost, and are
excluded from the consolidated total column of the Consolidated Statements of Changes in Net Position, however, to improve
the transparency of an intra-entity (NTIA) transfer preceding a September 2015 transfer out of $12.62 billion to the General Fund
of U.S. Government, a transfer out of $12.62 billion from NTIAs Public Safety Trust Fund to a receipt account for transferring funds
to the General Fund of U.S. Government is not eliminated on the FY 2015 Consolidated Statement of Changes in Net Position.
See Note 21, Funds from Dedicated Collections, Public Safety Trust Fund, for a full description of these transfers. The Statements
of Budgetary Resources are presented on a combined basis; therefore, intra-Departmental and intra-entity transactions and
balances have not been eliminated from these statements.

(3 Fund Balance with Treasury

Fund Balance with Treasury is the aggregate amount of funds in the Department’s accounts with Treasury. Deposit Funds include
amounts held in customer deposit accounts.

Treasury processes cash receipts and disbursements for the Department’s domestic operations. Cash receipts and disbursements
for the Department'’s overseas operations are primarily processed by the U.S. Department of State’s financial service centers.

(7 Accounts Receivable, Net

Accounts Receivable are recognized primarily when the Department performs reimbursable services or sells goods. Accounts
Receivable are reduced to net realizable value by an Allowance for Uncollectible Accounts. This allowance is estimated periodically
using methods such as the identification of specific delinquent receivables, and the analysis of aging schedules and historical
trends adjusted for current market conditions.

(© Advances and Prepayments

Advances are payments the Department has made to cover a part or all of a grant recipient’s anticipated expenses, or are advance
payments for the cost of goods and services to be acquired. For grant awards, the recipient is required to periodically (for example,
quarterly) report the amount of costs incurred. Prepayments are payments the Department has made to cover certain periodic
expenses before those expenses are incurred, such as subscriptions and rent. Advances and Prepayments are included in
Other Assets.

(1) Direct Loans and Loan Guarantees, Net

A direct loan is recorded as a receivable after the Department disburses funds to a borrower. The Department also makes loan
guarantees with respect to the payment of all or part of the principal or interest on debt obligations of non-federal borrowers to
non-federal lenders. A borrower-defaulted loan guaranteed by the Department is recorded as a receivable from the borrower after
the Department disburses funds to the lender.

Interest Receivable generally represents uncollected interest income earned on loans. For past-due loans, only up to 180 days
of interest income is generally recorded.
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Foreclosed Property is acquired primarily through foreclosure and voluntary conveyance, and is recorded at the fair market value
at the time of acquisition. Foreclosed Property is adjusted to the current fair market value each fiscal year-end.

Direct Loans and Loan Guarantees Obligated before October 1, 1991 (pre-FY 1992): Loans Receivable are reduced by an Allowance
for Loan Losses, which is based on an analysis of each loan’s outstanding balance. The value of each receivable, net of any
Allowance for Loan Losses, is supported by the values of pledged collateral and other assets available for liquidation, and by
the Department’s analysis of financial information of parties against whom the Department has recourse for the collection of
these receivables.

Direct Loans and Loan Guarantees Obligated after September 30, 1991 (post-FY 1991): Post-FY 1991 obligated direct loans and loan
guarantees and the resulting receivables are governed by the Federal Credit Reform Act of 1990.

For a direct or guaranteed loan disbursed during a fiscal year, a subsidy cost is initially recognized. Subsidy costs are intended
to estimate the long-term cost to the U.S. government of its loan programs. The subsidy cost equals the present value of
estimated cash outflows over the life of the loan, minus the present value of estimated cash inflows, discounted at the applicable
Treasury interest rate. Administrative costs such as salaries are not included in the subsidy costs. Subsidy costs can arise from
interest rate differentials, interest subsidies, delinquencies and defaults, loan origination and other fees, and other cash flows.
The Department calculates its subsidy costs based on a model created and provided by OMB.

A Loan Receivable is recorded at the present value of the estimated cash inflows less cash outflows. The difference between
the outstanding principal of the loan and the present value of its net cash inflows is recorded as the Allowance for Subsidy Cost.
A subsidy reestimate is normally performed annually, as of September 30. The subsidy reestimate takes into account all factors
that may have affected the estimated cash flows. Any adjustment resulting from the reestimate is recognized as a subsidy
expense (or a reduction in subsidy expense). The portion of the Allowance for Subsidy Cost related to subsidy modifications and
reestimates is calculated annually, as of September 30.

The amounts of any downward subsidy reestimates as of September 30 must be disbursed to Treasury in the subsequent
fiscal year. Appropriations are normally obtained in the following fiscal year for any upward subsidy reestimates.

(D Inventory, Materials, and Supplies, Net

Inventory, Materials, and Supplies, Net are stated at the lower of cost or net realizable value primarily under the average,
weighted-average, and first-in, first-out methods, and are adjusted for the results of physical inventories. Inventory, Materials,
and Supplies are expensed when consumed. There are no restrictions on their sale, use, or disposition.

@) General Property, Plant, and Equipment, Net

General Property, Plant, and Equipment, Net (PP&E) is composed of capital assets used in providing goods or services. General
PP&E is stated at full cost, including all costs related to acquisition, delivery, and installation, less Accumulated Depreciation.
Acquisitions of General PP&E include assets purchased, or assets acquired through other means such as through transfer in
from another federal entity, donation, devise (a will or clause of a will disposing of property), judicial process, exchange between
a federal entity and a non-federal entity, and forfeiture. General PP&E also includes assets acquired through capital leases, which
are initially recorded at the amount recognized as a liability for the capital lease at its inception.
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Capitalization Thresholds:

Single-asset Acquisitions: The Department’s policy is to capitalize single-asset acquisitions of General PP&E if the useful life
is two years or more and the dollar amount meets the entity’s single-asset acquisition capitalization threshold. Based on a
Department-wide capitalization thresholds review, which reflects materiality and cost-benefit analyses, the Department'’s single-
asset acquisition capitalization thresholds for both FY 2015 and FY 2014 are as follows: NOAA—$200 thousand or more; NIST
and USPTO—$50 thousand or more; and all other bureaus and Departmental Management—$25 thousand or more, except that
NTIAs First Responder Network Authority has a single-asset acquisition capitalization threshold of $5 thousand.

Personal Property Bulk Acquisitions: As of September 30, 2015, NOAA has a personal property bulk acquisition capitalization
threshold of $1 million, where individual items cost $25 thousand or more but less than $200 thousand, and all other bureaus
and Departmental Management have a personal property bulk acquisition capitalization threshold of $250 thousand, except that
USPTO has a furniture bulk acquisition capitalization threshold of $50 thousand and NTIAs First Responder Network Authority
has a personal property bulk acquisition capitalization threshold of $50 thousand.

General PP&E not meeting the applicable capitalization threshold is expensed.

Depreciation: Depreciation is recognized on a straight-line basis over the estimated useful life of the asset with the exception of
leasehold improvements, which are depreciated over the remaining life of the lease or over the useful life of the improvement,
whichever is shorter. Land and Construction-in-progress are not depreciated.

Real Property: GSA provides most of the facilities in which the Department operates, and generally charges rent based on
comparable commercial rental rates under operating leases. Accordingly, GSA-owned properties under operating leases are not
included in the Department’s General PP&E. The Department's real property primarily consists of facilities for NIST and NOAA.

Construction-in-progress: Costs for the construction, modification, or modernization of General PP&E are initially recorded as
Construction-in-progress. The Department’s construction-in-progress consists primarily of satellites under development for
NOAA, and major laboratory renovations and construction projects under development for NIST. Upon completion of the work,
the costs are transferred to the appropriate General PP&E account.

(3 Non-entity Assets

Non-entity assets are assets held by the Department that are not available for use in its operations, and for which a liability has been
recorded. Non-entity Fund Balance with Treasury includes customer deposits held by the Department until customer orders are
received, and monies payable to the General Fund of U.S. Government for custodial and loan programs activity.

(D Liabilities

A liability for federal accounting purposes is a probable and measurable future outflow or other sacrifice of resources as a result
of past transactions or events.

Accounts Payable: Accounts Payable are amounts primarily owed for goods, services, or capitalized assets received, progress on
contract performance by others, and other expenses due.

Debt to Treasury: The Department has borrowed funds from Treasury through the Fisheries Finance Financing Account for various
NOAA direct loan programs, and through NTIAs Public Safety Trust Fund, and State and Local Implementation Fund. To simplify

80 | FY 2016 AGENCY FINANCIAL REPORT



NOTES TO THE FINANCIAL STATEMENTS

interest calculations, the Fisheries Finance Financing Account borrowings are dated October 1. Interest rates are based on a
weighted average of rates during the term of the borrowed funds. The weighted average rate for each cohort's borrowing is
recalculated at the end of each fiscal year during which disbursements are made. Annual interest payments on unpaid principal
balances as of September 30 are required. Principal repayments are required only at maturity, but are permitted at any time
during the term of the loan. The Department’s primary financing source for repayments of Debt to Treasury is the collection of
principal on the associated Loans Receivable, and deposits from public safety communications and electromagnetic spectrum
auction proceeds. Balances of any borrowed but undisbursed Fisheries Finance Financing Account will earn interest at the same
rate used in calculating interest expense. The amounts borrowed by NTIA are interest-free. The amounts reported for Debt to
Treasury include accrued interest payable. See Note 10, Debt to Treasury, for information regarding maturity dates.

Resources Payable to Treasury: Resources Payable toTreasury includes assets in excess of liabilities that are being held as working
capital in the Department’s liquidating fund groups, which account for loan programs prior to October 1, 1991 (pre-FY 1992).

Unearned Revenue: Unearned Revenue is the portion of monies received for which goods and services have not yet been provided
or rendered by the Department. Revenue is recognized as reimbursable costs are incurred, and the Unearned Revenue balance
is reduced accordingly. Unearned Revenue also includes the balances of customer deposit accounts held by the Department.
The intragovernmental Unearned Revenue primarily relates to monies collected in advance under reimbursable agreements.
The majority of the Unearned Revenue with the public represents patent and trademark application and user fees that are
pending action.

Accrued FECA Liability: The Federal Employees Compensation Act (FECA) provides income and medical cost protection to
covered federal civilian employees injured on the job, to employees who have incurred work-related occupational diseases, and
to beneficiaries of employees whose deaths are attributable to job-related injuries or occupational diseases. The FECA program
is administered by the U.S. Department of Labor (DOL), which pays valid claims against the Department and subsequently
seeks reimbursement from the Department for these paid claims. Accrued FECA Liability, included in Intragovernmental Other
Liabilities, represents amounts due to DOL for claims paid on behalf of the Department.

Federal Employee Benefits:

Actuarial FECA Liability: Actuarial FECA Liability represents the liability for future workers’ compensation (FWC) benefits,
which includes the expected liability for death, disability, medical, and miscellaneous costs for approved cases. The liability is
determined by DOL annually, as of September 30, using a method that utilizes historical benefits payment patterns related to
a specific incurred period to predict the ultimate payments related to that period. Projected annual payments were discounted
to present value based on OMB's interest rate assumptions which were interpolated to reflect the average duration in years for
income payments and medical payments.

To provide more specifically for the effects of inflation on the liability for FWC benefits, wage inflation factors (Cost of Living
Allowance) and medical inflation factors (Consumer Price Index - Medical) are applied to the calculation of projected future benefits.
The actual rates for these factors are also used to adjust the historical payments to current-year constant dollars.

The model's resulting projections are analyzed by DOL to ensure that the amounts are reliable. The analysis is based on four
tests: (1) a sensitivity analysis of the model to economic assumptions; (2) a comparison of the percentage change in the liability
amount to the percentage change in the actual incremental payments; (3) a comparison of the incremental paid losses per case
(a measure of case severity) in chargeback year to the average pattern observed during the most current three chargeback years;
and (4) a comparison of the estimated liability per case in the projection to the average pattern for the projections of the most
recent three years.
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NOAA Corps Retirement System Liability and NOAA Corps Post-retirement Health Benefits Liability: These liabilities are recorded
at the actuarial present value of projected benefits, calculated annually, as of September 30. The actuarial cost method used to
determine these liabilities is the aggregate entry age normal method. Under this method, the actuarial present value of projected
benefits is allocated on a level basis over the earnings or the service of the group between entry age and assumed exit ages.
The portion of this actuarial present value allocated to the valuation year is called the normal cost. For purposes of calculating the
normal cost, certain actuarial assumptions utilized for the actual valuation of U.S. Military Retirement System are used. Actuarial
gains and losses, and prior and past service costs, if any, are recognized immediately in the fiscal year they occur, without
amortization. The medical claim rates used for the NOAA Corps Post-retirement Health Benefits Liability actuarial calculations
are based on the claim rates used for the U.S. Department of Defense Medicare-Eligible Retiree Health Care Fund actuarial
valuations. Demographic assumptions appropriate to covered personnel are also used. For background information about these
plans, see Note 1.P Employee Retirement Benefits.

Environmental and Disposal Liabilities: The Department has incurred asbestos-related cleanup costs related to the costs of
removing, containing, and/or disposing of asbestos-containing materials from property, plant, and equipment; specifically, from
facilities owned by NIST and NOAA, and from ships owned by NOAA. The Department has estimated its liabilities for asbestos-
related cleanup costs for both friable and nonfriable asbestos-related cleanup costs. Estimates of asbestos-related cleanup costs
are reviewed periodically, and updated as appropriate, to account for actual or estimated increases or decreases in asbestos-
containing materials, material changes due to inflation or deflation, and changes in regulations, plans, and/or technology.

NIST operates a nuclear reactor licensed by the U.S. Nuclear Regulatory Commission, in accordance with NIST's mission of
setting standards and examining new technologies. The Department currently estimates the cost of decommissioning this
facility to be $71.8 million. The NIST decommissioning estimate includes an assumption that an offsite waste disposal facility
will become available, when needed, estimated in 2029. Currently, an offsite disposal location has not been identified, and the
NIST environmental liability cost estimate includes an amount approved by the Nuclear Regulatory Commission for offsite waste
disposal. The total estimated decommissioning cost is being accrued on a straight-line basis over the expected life of the facility.
Under current legislation, funds to cover the expense of decommissioning the facility’s nuclear reactor should be requested in a
separate appropriation when the decommissioning date becomes relatively certain.

The Department has incurred cleanup costs related to the costs of removing, containing, and/or disposing of hazardous waste
from facilities used by NOAA. The Department has estimated its liabilities for environmental cleanup costs at all NOAA-used
facilities, including the decommissioning of ships. The largest of NOAAs environmental liabilities relates to the cleanup of
the Pribilof Islands in Alaska, which contains waste from the U.S. Department of Defense's use during World War Il.  Such
cleanup activities are the responsibility of the Department because it became the successor agency of the waste generated from
war-related programs. The Department does not recognize a liability for environmental cleanup costs for NOAA-used facilities
that are less than $25 thousand per project. When an estimate of cleanup costs includes a range of possible costs, the most
likely cost is reported. When no cost is more likely than another, the lowest estimated cost in the range is reported. The liability
is reduced as progress payments are made.

The Department may have liabilities associated with lead-based paints at certain NOAA facilities. The Department has scheduled
surveys to assess the potential for liabilities for lead-based paint contamination. All known issues, however, are contained, and
NOAA facilities meet current environmental standards. No cost estimates are presently available for facilities that have not yet
been assessed for lead-based paint issues.

Accrued Payroll and Annual Leave: These categories include salaries, wages, and other compensation earned by employees, but

not disbursed as of September 30. Annually, as of September 30, the balances of Accrued Annual Leave are adjusted to reflect
current pay rates. Sick leave and other types of non-vested leave are expensed as taken.
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Accrued Grants: The Department administers a diverse array of financial assistance programs and projects concerned with the
entire spectrum of business and economic development efforts that promote activities such as expanding U.S. exports, creating
jobs, contributing to economic growth, developing innovative technologies, promoting minority entrepreneurship, protecting
coastal oceans, providing weather services, managing worldwide environmental data, and using telecommunications and
information technologies to better provide public services. Disbursements of funds under the Department's grant programs
are generally made when requested by grantees. These drawdown requests may be received and fulfilled before grantees
make the program expenditures. When the Department has disbursed funds but the grant recipient has not yet reported
expenditures, these disbursements are recorded as advances. If a recipient, however, reports program expenditures that have
not been advanced by the Department by September 30, such amounts are recorded as grant expenses and grants payable as
of September 30.

Capital Lease Liabilities: Capital leases are leases for property, plant, and equipment that transfer substantially all the benefits
and risks of ownership to the Department.

Contingent Liahilities and Contingencies: A contingency is an existing condition, situation, or set of circumstances involving
uncertainty as to possible gain or loss. The uncertainty will ultimately be resolved when one or more future events occur or fail
to occur. A contingent liability (included in Other Liabilities) and an expense are recognized when a past event has occurred, and
a future outflow or other sacrifice of resources is measurable and probable. A contingency is considered probable when the
future confirming event or events are more likely than not to occur, with the exception of pending or threatened litigation and
unasserted claims. For pending or threatened litigation and unasserted claims, the future confirming event or events are likely
to occur. A contingency is disclosed in the Notes to the Financial Statements if any of the conditions for liability recognition are
not met and there is at least a reasonable possibility that a loss or an additional loss may have been incurred. A contingency is
considered reasonably possible when the chance of the future confirming event or events occurring is more than remote but less
than probable. A contingency is not recognized as a contingent liability and an expense nor disclosed in the Notes to the Financial
Statements when the chance of the future event or events occurring is remote. A contingency is considered remote when the
chance of the future event or events occurring is slight.

Liabilities Not Covered by Budgetary Resources: These are liabilities for which congressional actions are needed before budgetary
resources can be provided. The Department anticipates that liabilities not covered by budgetary resources will be funded from
future budgetary resources when required. These amounts are detailed in Note 15.

Under accrual accounting, the expense for annual leave is recognized when the leave is earned. However, for most of the
Department’s fund groups, appropriations are provided to pay for the leave when it is taken. As a result, budgetary resources do
not cover a large portion of the Department's Accrued Annual Leave liability.

The Department generally receives budgetary resources for its Federal Employee Benefits liability when needed for disbursements.

Due to USPTO's funding structure, budgetary resources do not cover a portion of its Unearned Revenue. The Unearned Revenue
reported in Note 15 is the portion of USPTO's Unearned Revenue that is considered not covered by budgetary resources.
USPTO's Unearned Revenue is a liability for revenue received before the patent or trademark work has been completed.
Budgetary resources derived from the current reporting period’s revenue have been partially used to cover the current reporting
period's costs associated with unearned revenue from a prior reporting period. In addition, the current patent fee structure sets
low initial application fees that are followed by income from maintenance fees as a supplement in later years to cover the full cost
of the patent examination and issuance processes. The combination of these funding circumstances requires USPTO to obtain
additional budgetary resources to cover its liability for unearned revenue.
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() Commitments

Commitments are preliminary actions that will ultimately result in an obligation to the U.S. government if carried through, such
as purchase requisitions, estimated travel orders, or unsigned contracts/grants. Major long-term commitments are disclosed in
Note 16, Commitments and Contingencies.

() Net Position

Net Position is the residual difference between assets and liabilities, and is composed of Unexpended Appropriations and
Cumulative Results of Operations.

Unexpended Appropriations represent the total amount of unexpended budget authority that is classified as appropriations, both
obligated and unobligated. Unexpended Appropriations is increased for Appropriations Received, is reduced for Appropriations
Used, and is adjusted for other changes in appropriations, such as transfers and rescissions. Cumulative Results of Operations
is the net result of the Department'’s operations since inception.

(®) Revenues and Other Financing Sources

Appropriations Used: Most of the Department's operating funds are provided by congressional appropriations of budget authority.
The Department receives appropriations on annual, multiple-fiscal year, and no-year bases. Upon expiration of an annual or
multiple-fiscal year appropriation, the obligated and unobligated balances retain their fiscal year identity, and are maintained
separately within an expired account. The unobligated balances can be used to make legitimate obligation adjustments, but are
otherwise not available for expenditures. Annual and multiple-fiscal year appropriations are canceled at the end of the fifth fiscal
year after expiration. No-year appropriations do not expire. Appropriations of budget authority are recognized as used when
costs are incurred, for example, when goods and services are received or benefits and grants are provided.

Exchange and Non-exchange Revenue: The Department classifies revenue as either exchange revenue or non-exchange
revenue. Exchange revenue is derived from transactions in which both the federal government and the other party receive value,
including processing patents and registering trademarks, the sale of weather data, nautical charts, and navigation information,
reimbursable revenue, and other sales of goods and services. Exchange revenue is presented on the Department's Consolidated
Statements of Net Cost. Non-exchange revenue is derived from the federal government's sovereign right to demand payment,
and, for example, includes revenue of NOAAs Damage Assessment and Restoration Revolving Fund as reported and described
in Note 21, Funds from Dedicated Collections. Non-exchange revenue is recognized when a specifically identifiable, legally
enforceable claim to resources arises, and to the extent that collection is probable and the amount is reasonably estimable. Non-
exchange is not considered to reduce the cost of the Department’s operations and is therefore reported on the Consolidated
Statements of Changes in Net Position.

In certain cases, law or regulation sets the prices charged by the Department, and, for program and other reasons, the Department
may not receive full cost (e.g., the processing of patents and registering of trademarks, and the sale of weather data, nautical
charts, and navigation information). Prices set for products and services offered through the Department’s working capital funds
are intended to recover the full costs incurred by these activities.

Imputed Financing Sources from Cost Absorbed by Others (and Related Imputed Costs): In certain cases, operating costs

of the Department are paid for in full or in part by funds appropriated to other federal entities. For example, Civil Service
Retirement System pension benefits for applicable Departmental employees are paid for in part by the U.S. Office of Personnel
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Management (OPM), and certain legal judgments against the Department are paid for in full from the Judgment Fund maintained
by Treasury. The Department includes applicable imputed costs in the Consolidated Statements of Net Cost. In addition,
Imputed Financing Sources from Cost Absorbed by Others is recognized on the Consolidated Statements of Changes in
Net Position as an other financing source.

Transfers In/(Out): Intragovernmental transfers, for example, of budgetary resources, or of assets without reimbursement that
are recorded at book value, are reported in the Consolidated Statements of Changes in Net Position.

(2 Employee Retirement Benefits

Civil Service Retirement System (CSRS) and Federal Employees Retirement System (FERS): Most employees of the Department
participate in either the CSRS or FERS defined-benefit pension plans. FERS went into effect on January 1, 1987 FERS and Social
Security automatically cover most employees hired after December 31, 1983. Employees hired prior to January 1, 1984 could
elect to either join FERS and Social Security, or remain in CSRS.

The Department is not responsible for and does not report CSRS or FERS assets, accumulated plan benefits, or liabilities
applicable to its employees. OPM, which administers the plans, is responsible for and reports these amounts.

For CSRS-covered regular employees, the Department was required to make contributions to the plan equal to 7 percent of an
employee’s basic pay. Employees contributed 7 percent of basic pay. For each fiscal year, OPM calculates the U.S. government’s
service cost for covered employees, which is an estimate of the amount of funds, that, if accumulated annually and invested over
an employee's career, would be enough to pay that employee's future benefits. Since the U.S. government's estimated service
cost exceeds contributions made by employer agencies and covered employees, this plan is not fully funded by the Department and
its employees. The Department has recognized an imputed cost, and an imputed financing source from cost absorbed by others,
for the difference between the estimated service cost and the contributions made by the Department and its covered employees.

Effective October 1, 2014, for FERS-covered regular employees hired prior to January 1, 2013, the Department was required to
make contributions of 13.2 percent of basic pay. Employees contributed 0.8 percent of basic pay. For regular employees hired
after December 31, 2012, as defined in Public Law 112-96, Section 5001, the Department was required to make contributions of
11.1 percent of basic pay. Regular employees hired between December 31, 2012 and December 31, 2013 contributed 3.1percent
of basic pay. Regular employees hired after December 31, 2013 contributed 4.4 percent of basic pay. For each fiscal year, OPM
calculates the U.S. government'’s service cost for covered employees. Since the U.S. government's estimated service cost
exceeds contributions made by employer agencies and covered employees, this plan was not fully funded by the Department and
its employees. The Department has recognized an imputed cost, and an imputed financing source from cost absorbed by others,
for the difference between the estimated service cost and the contributions made by the Department and its covered employees.

Employees participating in FERS are covered under the Federal Insurance Contributions Act, for which the Department contributes
a matching amount to the Social Security Administration.

NOAA Corps Retirement System: Active-duty officers of the NOAA Corps are covered by the NOAA Corps Retirement System,
an unfunded, pay-as-you-go, defined-benefit plan administered by the Department. Participants do not contribute to this plan.
Plan benefits are based primarily on years of service and compensation. Participants, as of September 30, 2015, included
327 active duty officers, 376 nondisability retiree annuitants, 14 disability retiree annuitants, and 53 surviving families.
Key provisions include voluntary nondisability retirement after 20 years of active service, disability retirement, optional survivor
benefits, Consumer Price Index (CPI) optional survivor benefits, and CPI adjustments for benefits.
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Foreign Service Retirement and Disability System, and the Foreign Service Pension System: Foreign Commercial Officers are covered
by the Foreign Service Retirement and Disability System and the Foreign Service Pension System. ITA makes contributions
to the systems based on a percentage of an employee’s pay. Both systems are multi-employer plans administered by the
U.S. Department of State. The Department is not responsible for and does not report plan assets, accumulated plan benefits, or
liabilities applicable to its employees. The U.S. Department of State, which administers the plan, is responsible for and reports
these amounts.

Thrift Savings Plan (TSP): Employees covered by CSRS and FERS are eligible to contribute to the U.S. government's TSP administered
by the Federal Retirement Thrift Investment Board. ATSP account is automatically established for FERS-covered employees, and
the Department makes a mandatory contribution of one percent of basic pay. The Department also makes matching contributions
of up to four percent of basic pay for FERS-covered employees. FERS and CSRS-covered employees have no limit on the
percentage of pay contributed to their TSP account. However, the total employee regular contribution for 2015 and 2014 may not
exceed the IRS limit of $18 thousand for 2015 and $17.5 thousand for 2014. The Department makes no matching contributions for
CSRS-covered employees. TSP participants age 50 or older who are already contributing the maximum amount of contributions
for which they are eligible may also make catch-up contributions, subject to the IRS dollar limit for catch-up contributions.

Federal Employees Health Benefit (FEHB) Program: \Most Departmental employees are enrolled in the FEHB Program, which
provides post-retirement health benefits. OPM administers this program and is responsible for the reporting of liabilities.
Employer agencies and covered employees are not required to make any contributions for post-retirement health benefits.
OPM calculates the U.S. government’s service cost for covered employees each fiscal year. The Department has recognized the
entire service cost of these post-retirement health benefits for covered employees as an imputed cost, and an imputed financing
source from cost absorbed by others.

NOAA Corps Post-retirement Health Benefits: Active-duty officers of the NOAA Corps are covered by the health benefits program
for the NOAA Corps, which provides post-retirement health benefits. This is a pay-as-you-go plan administered by the Department.
Participants do not make any contributions to this plan.

Federal Employees Group Life Insurance (FEGLI) Program: Most Department employees are entitled to participate in the FEGLI
Program. Participating employees can obtain basic term life insurance, with the employee paying two-thirds of the cost and the
Department paying one-third. Additional coverage is optional, to be paid fully by the employee. The basic life coverage may be
continued into retirement if certain requirements are met. OPM administers this program and is responsible for the reporting
of liabilities. For each fiscal year, OPM calculates the U.S. government's service cost for the post-retirement portion of basic life
coverage. Because the Department's contributions to the basic life coverage are fully allocated by OPM to the pre-retirement
portion of coverage, the Department has recognized the entire service cost of the post-retirement portion of basic life coverage
as an imputed cost and an imputed financing source from cost absorbed by others.

(®) Use of Estimates

The preparation of financial statements requires the Department to make estimates and assumptions that affect these financial
statements. Actual results may differ from those estimates.
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(i) Tax Status

The Department is not subject to federal, state, or local income taxes. Accordingly, no provision for income taxes is recorded.

© Fiduciary Activities

Fiduciary activities are the collection or receipt, and the management, protection, accounting, and disposition by the federal
government of cash or other assets in which non-federal individuals or entities have an ownership interest that the federal
government must uphold. Fiduciary cash and other assets are not assets of the federal government, and, accordingly, are not
recognized in the Department's financial statements.

The Department’s fiduciary activities consist of the following:

The Patent CooperationTreaty authorizes USPTO to collect patent filing and search fees on behalf of the World Intellectual Property
Organization (WIPO), European Patent Office, Korean Intellectual Property Office, Russian Intellectual Property Organization,
Israeli Patent Office, Japanese Patent Office, and Australian Patent Office, from U.S. citizens requesting an international patent.
The Madrid Protocol Implementation Act authorizes USPTO to collect trademark application fees on behalf of the International
Bureau of WIPO from U.S. citizens requesting an international trademark. These fiduciary activities are reported in Note 20.
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NOTE 2. FUND BALANCE WITH TREASURY

Fund Balance with Treasury, by type, is as follows:

FY 2015 FY 2014

General Funds $ 8,411,292 $ 8,247076
Revolving Funds

Network Construction Fund 6,356,712 392

Others 856,404 906,561
Special Funds

Digital Television Transition and Public Safety Fund 8,815,921 8,822,152

Patent and Trademark Surcharge Fund 233,629 233,629

Others 123,287 110,312
Deposit Funds 167402 154,037
Trust Funds

Public Safety Trust Fund 541,696 1,957934

Other 2,735 4,674
Other Fund Types 2,093 4,063
Total $ 25,611,071 $ 20,440,730

Status of Fund Balance with Treasury is as follows:
FY 2015 FY 2014

Temporarily Precluded From Obligation $ 1,325,068 $ 1,089,248
Unobligated Balance

Available 8,065,051 3,452,709

Unavailable 9,545,232 9,381,382
Obligated Balance Not Yet Disbursed 6,174,260 6,126,726
Non-budgetary 401,460 390,665
Total $ 25,511,071 $ 20,440,730

See Note 18, Combined Statements of Budgetary Resources, for legal arrangements affecting the Department’s use of Fund
Balance with Treasury for FY 2015 and FY 2014.

See Note 21, Funds from Dedicated Collections, for more information regarding the Network Construction Fund, the Digital
Television Transition and Public Safety Fund, the Patent and Trademark Surcharge Fund, and the Public Safety Trust Fund.
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NOTE 3. ACCOUNTS RECEIVABLE, NET

FY 2015
Accounts Allowance for Accounts
Receivable, Uncollectible Receivable,
Gross Accounts Net
Intragovernmental $ 119,395 $ - $ 119,395
With the Public $ 43,461 $ (10,743) $ 32,718
FY 2014
Accounts Allowance for Accounts
Receivable, Uncollectible Receivable,
Gross Accounts Net
Intragovernmental $ 79,756 $ - $ 79,756
With the Public $ 59,868 $ (11,667) $ 48,201
FY 2015 FY 2014
Cash Not Yet Deposited with Treasury $ 4,054 $ 5,091
Imprest Funds 352 353
Total $ 4,406 $ 5,444

Cash NotYet Deposited withTreasury primarily represents patent and trademark fees that were not processed as of September 30,
due to the lag time between receipt and initial review. Certain bureaus maintain imprest funds for operational necessity, such as
law enforcement activities and for environments that do not permit the use of electronic payments.
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NOTE 5. DIRECT LOANS AND LOAN GUARANTEES, NET

The Department operates the following direct loan and loan guarantee programs:

Direct Loan Programs:

EDA Drought Loan Portfolio

EDA Economic Development Revolving Fund

NOAA Alaska Purse Seine Fishery Buyback Loans

NOAA Bering Sea and Aleutian Islands Non-Pollock Buyback Loans
NOAA Bering Sea Pollock Fishery Buyback

NOAA Coastal Energy Impact Program (CEIP)

NOAA Crab Buyback Loans

NOAA Federal Gulf of Mexico Reef Fish Buyback Loans’
NOAA Fisheries Finance Individual Fishing Quota (IFQ) Loans
NOAA Fisheries Finance Traditional Loans

NOAA Fisheries Loan Fund

NOAA New England Groundfish Buyback Loans'

NOAA New England Lobster Buyback Loans’

NOAA Pacific Groundfish Buyback Loans

" No loans have been issued under these programs as of September 30, 2015.

Loan Guarantee Programs:

EDA Economic Development Revolving Fund
ELGP-Steel Emergency Steel Loan Guarantee Program
NOAA Fishing Vessel Obligation Guarantee (FVOG) Program

NOAASs Fisheries Finance Loan programs provide direct loans for certain fisheries costs, including vessels, shoreside facilities,
aquaculture, and Individual Fishing Quota (IFQ). Vessel financing is available for the purchase of used vessels or the reconstruction
of vessels. Refinancing is available for existing debt obligations. The purpose of these loan programs is to contribute to stable
fisheries and fishing communities, and ensure that fisheries are sustainable economic resources. NOAAs various buyback loan
programs address excess fishing capacity which decreases fisheries earnings, complicates fisheries management, and imperils
fisheries conservation. Buyback loans are issued to fisheries to permanently remove vessels and/or permits and thus lower
fishing effort in overcapitalized fisheries. Loans are repaid from fees collected on the ex-vessel value of the catch in the fishery.
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The net assets for the Department's loan programs consist of:

FY 2015 FY 2014
Direct Loans Obligated Prior to FY 1992 $ 7698 $ 1,771
Direct Loans Obligated After FY 1991 504,761 500,298
Defaulted Guaranteed Loans from Pre-FY 1992 Guarantees 4 3
Defaulted Guaranteed Loans from Post-FY 1991 Guarantees - 516
Total $ 512,463 $ 512,588

Direct Loans Obligated Prior to FY 1992 consist of:

FY 2015
Value of Assets
Loans Related to
Direct Receivable, Interest Allowance for Direct Loans,
Loan Program Gross Receivable Loan Losses Net
CEIP $ 18,624 $ 5,743 $ (20,082 $ 4,285
Drought Loan Portfolio 2,917 - - 2,917
Fisheries Loan Fund 148 16 (164) -
Economic Development Revolving Fund 501 - (5) 496
Total $ 22,190 $ 5,759 $ (20,251) $ 7,698
FY 2014
Value of Assets
Loans Related to
Direct Receivable, Interest Allowance for Direct Loans,
Loan Program Gross Receivable Loan Losses Net

CEIP $ 18,842 $ 5,474 $ (19,813 $ 4,503
Drought Loan Portfolio 4,257 - - 4,257
Fisheries Loan Fund 148 16 (164) -
Economic Development Revolving Fund 3,040 1 (30) 3,011
Total $ 26,287 $ 5,491 $ (20,007 $ 1,771
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Direct Loans Obligated After FY 1991 consist of:

FY 2015
Loans Allowance for Value of Assets
Receivable, Interest Subsidy Cost Related to
Direct Loan Program Gross Receivable (Present Value) Direct Loans, Net
Bering Sea and Aleutian Islands

Non-Pollock Buyback Loans $ 32,106 $ 80 $ 4,858 $ 37044
Bering Sea Pollock Fishery Buyback 28,227 23 1,588 29,838
Crab Buyback Loans 78,565 1,123 19,310 98,998
Fisheries Finance IFQ Loans 21,892 192 3,266 25,350
Fisheries Finance Traditional Loans 240,425 1,541 30,065 272,031
Pacific Groundfish Buyback Loans 25,728 69 5,611 31,308
Alaska Purse Seine Fishery Buyback Loans 9,383 6 803 10,192
Total $ 436,326 $ 3,034 $ 65,401 $ 504,761

FY 2014
Loans Allowance for Value of Assets
Receivable, Interest Subsidy Cost Related to
Direct Loan Program Gross Receivable (PresentValue)  Direct Loans, Net
Bering Sea and Aleutian Islands Non-

Pollock Buyback Loans $ 32,956 $ 85 $ 5,040 $ 38,081
Bering Sea Pollock Fishery Buyback 33,226 52 1,830 35,108
Crab Buyback Loans 83,006 1,481 19,945 104,432
Fisheries Finance IFQ Loans 23,237 233 4,102 27572
Fisheries Finance Traditional Loans 225,699 2,015 22,979 250,693
Pacific Groundfish Buyback Loans 27486 66 6,421 33,973
Alaska Purse Seine Fishery Buyback Loans 9,672 16 851 10,439
Total $ 435,182 $ 3,948 $ 61,168 $ 500,298

New Disbursements of Direct Loans (Post-FY 1991):
Direct Loan Program FY 2015 FY 2014
Fisheries Finance IFQ Loans $ 1,658 $ 1,41
Fisheries Finance Traditional Loans 84,308 42,563
Total $ 85,966 $ 43,974
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Subsidy Expense for Direct Loans by Program and Component:

Subsidy Expense for New Disbursements of Direct Loans:

FY 2015
Fees and
Interest Rate Other
Direct Loan Program Differential Defaults Collections Other Total
Fisheries Finance IFQ Loans $ (325) $ 2 $ (7) $ 224 $ (106)
Fisheries Finance Traditional Loans (12,507) 477 (419) 6,668 (5,781)
Total $ (12,832 $ 479 $ (426) $ 6,892 $ (5,887)
FY 2014
Fees and
Interest Rate Other
Direct Loan Program Differential Defaults Collections Other Total
Fisheries Finance IFQ Loans $ (5,366) $ 28 $ (217) $ 1,836 $ (3,719)
Fisheries Finance Traditional Loans (233) 2 (6) 85 (162)
Total $ (5,599) $ 30 $ (223) $ 1,921 $ (3,871)
Reestimates:
FY 2015
Technical
Direct Loan Program Reestimates
Bering Sea and Aleutian Islands Non-Pollock Buyback Loans $ (225)
Bering Sea Pollock Fishery Buyback (175)
Crab Buyback Loans 1,104
Fisheries Finance IFQ Loans 619
Fisheries Finance Traditional Loans (3,886)
Pacific Groundfish Buyback Loans 663
Alaska Purse Seine Fishery Buyback Loans (4)
Total $  (1,904)
FY 2014
Technical
Direct Loan Program Reestimates
Bering Sea and Aleutian Islands Non-Pollock Buyback Loans $ (594)
Bering Sea Pollock Fishery Buyback (3)
Crab Buyback Loans 2,883
Fisheries Finance IFQ Loans (328)
Fisheries Finance Traditional Loans 9,125
Fisheries Finance Traditional Loans 1,200
Alaska Purse Seine Fishery Buyback Loans (399)
Total $ 11,884

There were no interest rate reestimates and all reestimates were technical for both FY 2015 and FY 2014.
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Total Direct Loan Subsidy Expense:

Direct Loan Program FY 2015 FY 2014
Bering Sea and Aleutian Islands Non-Pollock
Buyback Loans $ (225) $ (594)
Bering Sea Pollock Fishery Buyback (175) (3)
Crab Buyback Loans 1,104 2,883
Fisheries Finance IFQ Loans 513 (481)
Fisheries Finance Traditional Loans (9,667) 5,407
Pacific Groundfish Buyback Loans 663 1,200
Alaska Purse Seine Fishery Buyback Loans (4) (399)
Total $ (7.791) $ 8,013
Subsidy Rates for Direct Loans by Program and Component:
Budget Subsidy Rates for Direct Loans for the Current Fiscal-year’'s Cohorts:
FY 2015
Fees and
Interest Rate Other
Direct Loan Program Differential Defaults Collections Other Total
Fisheries Finance IFQ Loans (20.82) % 0.12 % 0.41) % 18.74 % (2.37) %
Fisheries Finance Traditional Loans (15.08) % 0.57 % (0.49) % 10.12 % (4.86) %
FY 2014
Fees and
Interest Rate Other
Direct Loan Program Differential Defaults Collections Other Total
Fisheries Finance IFQ Loans (21.48) % 0.14 % (0.40) % 13.68 % (8.06) %
Fisheries Finance Traditional Loans (14.94) % 0.58 % (0.50) % 750 % (736) %

The budget subsidy rates disclosed pertain only to the reporting period’s cohorts. These rates cannot be applied to the new
disbursements of direct loans during the reporting period to yield the subsidy expense. The subsidy expense for new disbursements
of direct loans for the reporting period could result from disbursements of loans from both the reporting period’s cohorts and prior
fiscal-year(s) cohorts. The subsidy expense for the reporting period may also include modifications and reestimates.
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Schedule for Reconciling Allowance for Subsidy Cost (Post-FY 1991 Direct Loans):

FY 2015 FY 2014
Beginning Balance of the Allowance for Subsidy Cost $ 61,168 $ 73,396
Add Subsidy Expense for Disbursements of Direct Loans
During the Year by Component:
Interest Rate Differential 12,832 5,599
Defaults (479) (30)
Fees and Other Collections 426 223
Other (6,892) (1,921)
Total of the above Subsidy Expense Components 5,887 3,871
Adjustments:
Fees Received (529) (238)
Loans Written Off 913 -
Subsidy Allowance Amortization (3,949) (3,980)
Other 7 3
Total of Adjustments (3,558) (4,215)
Ending Balance of the Allowance for Subsidy Cost Before Reestimates 63,497 73,052
Add or Subtract Subsidy Reestimates by Component:
Technical Reestimates 1,904 (11,884)
Ending Balance of the Allowance for Subsidy Cost $ 65,401 $ 61,168
Defaulted Guaranteed Loans from Pre-FY 1992 Guarantees:
FY 2015
Value of Assets
Defaulted Related to Defaulted
Loan Guarantee Guaranteed Loans Interest Allowance for Guaranteed Loans
Program Receivable, Gross Receivable Loan Losses Receivable, Net
FVOG Program $ 7318 $ 1 $ (7315) $ 4
FY 2014
Value of Assets
Defaulted Related to Defaulted
Loan Guarantee Guaranteed Loans Interest Allowance for Guaranteed Loans
Program Receivable, Gross Receivable Loan Losses Receivable, Net
FVOG Program $ 7318 $ - $ (7.315) $ 3
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Defaulted Guaranteed Loans from Post-FY 1991 Guarantees:

FY 2014
Value of Assets
Defaulted Allowance for Related to Defaulted
Loan Guarantee Guaranteed Loans Interest Subsidy Cost Guaranteed Loans
Program Receivable, Gross Receivable (Present Value) Receivable, Net
FVOG Program $ 14,128 $ 1,254 $ (14,860) $ 516

Loan Guarantees:
Guaranteed Loans Qutstanding:

Outstanding non-acquired guaranteed loans as of September 30, 2014, which are not reflected in the financial
statements, are as follows:

FY 2014
Loan Guarantee Outstanding Principal of Amount of Outstanding
Program Guaranteed Loans, Face Value Principal Guaranteed
FVOG Program $ 157 $ 157

New Guaranteed Loans Disbursed:
There were no new guaranteed loans disbursed during FY 2015 and FY 2014.

Loan Guarantee Liabilities:

FY 2014
Loan Guarantee Loan Guarantee Liabilities for Post-
Program FY 1991 Guarantees, Present Value
FVOG Program $ 516

Subsidy Expense for Loan Guarantees by Program and Component:
Subsidy Expense for New Loan Guarantees Disbursed:

As there were no new guaranteed loans disbursed during FY 2015 and FY 2014, there is not any related subsidy expense.
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Modifications and Reestimates:

There were no modifications and reestimates for loan guarantees for FY 2015 and FY 2014.

Subsidy Rates for Loan Guarantees by Program and Component:

Budget Subsidy Rates for Loan Guarantees for the Current Fiscal-year’s Cohorts:

There were no new cohorts of guaranteed loans during FY 2015 and FY 2014.

Schedule for Reconciling Loan Guarantee Liabilities (Post-FY 1991 Loan Guarantees):

FY 2015 FY 2014
Beginning Balance of Loan Guarantee Liabilities $ 516 $ 516
Adjustments:
Loans Written Off (516) -
Ending Balance of Loan Guarantee Liabilities $ - $ 516

Administrative Expenses:

Administrative expenses in support of the Department’s direct loan and loan guarantee programs consist of:

Direct Loan Program FY 2015 FY 2014
Drought Loan Portfolio and
Economic Development Revolving Fund $ 2,555 $ 165
NOAA Direct Loan Programs 3,382 3,374
Total $ 5,937 $ 3,639
Loan Guarantee Program FY 2015 FY 2014
FVOG Program $ 66 $ 176
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NOTE 6. INVENTORY, MATERIALS, AND SUPPLIES, NET

Category Cost Flow Assumption FY 2015 FY 2014
Inventory
ltems Held for Current Sale
NIST Standard Reference Materials Average $ 23,054 $ 22,379
Other Various 160 325
Allowance for Excess, Obsolete,
and Unserviceable Items (86) (73)
Total Inventory, Net 23,128 22,631
Materials and Supplies
Items Held for Use
NOAASs National Logistics Support Center Weighted-average 53,980 51,020
Other Various 5,729 5,100
Items Held for Repair
NOAASs National Reconditioning Center Weighted-average 30,384 36,332
Allowance for Excess, Obsolete,
and Unserviceable ltems (8,833) (15,045)
Total Materials and Supplies, Net 81,260 77407
Total $ 104,388 $ 100,038

NIST's Standard Reference Materials Program provides reference materials for quality assurance of measurements, while
NOAAs Materials and Supplies are primarily repair parts for weather forecasting equipment.
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NOTE 7. GENERAL PROPERTY, PLANT, AND EQUIPMENT, NET

FY 2015
Useful Life Accumulated
Category (Years) Cost Depreciation Net Book Value
Land N/A $ 16,656 $ - $ 16,656
Land Improvements 30-40 2,996 (1,747) 1,249
Structures, Facilities, and
Leasehold Improvements 2-50 2,275,931 (781,791) 1,494,140
Satellites/Weather Systems
Personal Property 3-20 6,372,079 (4,836,992) 1,635,087
Other Personal Property 1-30 3,198,064 (2,114,006) 1,084,058
Assets Under Capital Lease 3-40 18,987 (9,970) 9,017
Construction-in-progress N/A 8,808,442 - 8,808,442
Total $ 20,693,155 $ (7744,506) $ 12,948,649

In August 2015, a $430.0 million impairment, or reduction, to Construction-in-progress was recorded for a significant and
permanent decline to expected service utility for NOAAs Joint Polar Satellite System C1-Bus, which resulted because
intellectual property provided by the original contractor could no longer be used subsequent to the contract award to a
new contractor. The impairment is included in the Department’s FY 2015 Consolidated Statement of Net Cost as Gross
Cost for NOAA.

NTIAs Federal Spectrum Management System re-engineering, automation, and modernization effort was suspended,
resulting in a $18.0 million impairment, or reduction, to Internal-Use Software in Development. Because of escalating
costs and concerns with the strategy of developing the software, the decision was made to terminate this investment.
The impairment is included in the Department'’s FY 2015 Consolidated Statement of Net Cost as Gross Cost for NTIA.

FY 2014
Useful Life Accumulated
Category (Years) Cost Depreciation Net Book Value
Land N/A $ 16,633 $ - $ 16,633
Land Improvements 30-40 2,996 (1,655) 1,341
Structures, Facilities, and
Leasehold Improvements 2-60 2,203,366 (739,337) 1,464,029
Satellites/VWeather Systems
Personal Property 3-20 6,381,184 (4,415,831) 1,965,353
Other Personal Property 2-30 2,945,075 (1,974,690) 970,385
Assets Under Capital Lease 3-40 30,408 (18,557) 11,851
Construction-in-progress N/A 7678,160 - 7678,160
Total $ 19,257,822 $ (7150,070) $ 12,107752
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NOTE 8. OTHER ASSETS

FY 2015 FY 2014

With the Public

Advances and Prepayments $ 118,310 $ 37024
Note Receivable 1,408 1,464
Bibliographic Database, Net 5,324 5,633
General PP&E Permanently Removed 194 2,679

but Not Yet Disposed

Other 1,019 547
Total $ 126,255 $ 47247

As of September 30, 2015 and 2014, there is one Note Receivable with a maturity date of July 2024 and an interest rate
of 70 percent. The balance includes accrued interest.

The Bibliographic Database relates to NTIS's scientific and technical information used to prepare products and services

for sale. The database is stated at capitalized costs of $74.7 million and $72.4 million, less accumulated amortization of
$69.4 million and $66.9 million, as of September 30, 2015 and 2014, respectively.

NOTE 9. NON-ENTITY ASSETS

The assets that are not available for use in the Department’s operations are summarized below:

FY 2015 FY 2014

Intragovernmental
Fund Balance with Treasury $ 148,933 $ 136,209
Accounts Receivable 13,359 11,614
Other 1,079 -
Total Intragovernmental 163,371 147823
With the Public
Cash 691 769
Accounts Receivable, Net 349 471
Direct Loans and Loan

Guarantees, Net 3,417 7210
Advances and Prepayments - 2,437
Other 1,408 1,464
Total $ 169,236 $ 160,174
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NOTE 10. DEBT TO TREASURY

FY 2015
Beginning Net Borrowings Ending
Loan Program Balance (Repayments) Balance
Direct Loan Program
Fisheries Finance, Financing Account $ 510,871 $ (6,167) $ 504,704
NTIA Public Safety Trust Fund 779,000 (779,000) -
NTIA State and Local Implementation Fund 21,800 (21,800) -
Total $ 1,311,671 $ (806,967) $ 504,704

For the direct loan program Debt to Treasury, maturity dates range from September 2017 to September 2052, and interest
rates range from 2.11 to 6.13 percent.

FY 2014
Beginning Net Borrowings Ending
Loan Program Balance (Repayments) Balance
Direct Loan Program
Fisheries Finance, Financing Account $ 524,565 $ (13,694) $ 510,871
NTIA Public Safety Trust Fund 39,238 739,762 779,000
NTIA State and Local Implementation Fund 11,800 10,000 21,800
Total $ 575,603 $ 736,068 3 1,311,671
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NOTE 11. OTHER LIABILITIES

FY 2015 FY 2014
Non-current

Current Portion Portion Total Total
Intragovernmental
Accrued FECA Liability $ 22,535 $ 9,165 $ 31,700 $ 33,508
Accrued Benefits 40,549 - 40,549 39,718
Custodial Activity 388 - 388 361
Downward Subsidy Reestimates

Payable to Treasury 13,359 - 13,359 11,614
Other 1,082 - 1,082 752
Total $ 77913 $ 9,165 $ 87078 $ 85,953
With the Public
ITA Foreign Service Nationals'

Voluntary Separation Pay $ 2,308 $ 7830 $ 10,138  $ 11,236
Contingent Liabilities (Note 16) 15,712 - 15,712 409
Employment-related 1,624 - 1,624 1,416
Other 1,401 - 1,401 7,058
Total $ 21,045 $ 7,830 $ 28,875 $ 20,119

The Current Portion represents liabilities expected to be paid by September 30, 2016, while the Non-current Portion
represents liabilities expected to be paid after September 30, 2016.
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NOTE 12. FEDERAL EMPLOYEE BENEFITS

FY 2015 FY 2014
Actuarial FECA Liability $ 209,346 $ 226,371
NOAA Corps Retirement System Liability 634,900 632,800
NOAA Corps Post-retirement Health Benefits Liability 37300 39,600
Total $ 881,546 $ 898,771

Actuarial FECA Liability:

Actuarial FECA liability is calculated annually, as of September 30. For discounting projected annual future benefit
payments to present value, the interest rate assumptions used by DOL were as follows:

FY 2015 FY 2014
Year 1 3.13% 3.46%
Year 2 and Thereafter 3.13% 3.46%

The wage inflation factors (Cost of Living Allowance) and medical inflation factors (Consumer Price Index - Medical) applied
to the calculation of projected future benefits, and also used to adjust the methodology’s historical payments to current-
year constant dollars, were as follows:

FY 2015
Cost of Living Consumer Price
Fiscal Year Allowance Index - Medical
2016 1.64 % 2.94%
2017 1.47 % 2.98%
2018 1.33% 3.09%
2019 1.43 % 3.39%
2020 1.65 % 3.69 %
FY 2014
Cost of Living Consumer Price
Fiscal Year Allowance Index - Medical
2015 1.73% 2.93 %
2016 2.17% 3.76 %
2017 2.13% 3.86 %
2018 2.23% 3.90 %
2019 2.30% 3.90 %
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NOAA Corps Retirement System Liability:

This liability represents the unfunded actuarial present value of projected plan benefits. The actuarial calculation is

performed annually, as of September 30. The September 30, 2015 and 2014 actuarial calculations used the following
economic assumptions:

FY 2015 FY 2014
Discount Rate 3.99% 4.19%
Annual Basic Pay Scale Increases 2.59% 2.81%
Annual Inflation 2.09% 2.31%

Schedule for Reconciling NOAA Corps Retirement System Liability:

A reconciliation of the NOAA Corps Retirement System Liability from the beginning balance to the ending balance,
including the components of the related pension costs included in the Consolidated Statements of Net Costs, follows:

FY 2015 FY 2014
Beginning Balance - NOAA Corps Retirement System Liability $ 632,800 $ 612,200
Add Pension Costs:
Normal Cost 12,700 12,600
Interest on the Unfunded Liability 24,700 25,200
Actuarial (Gains)/Losses, Net
From Experience (10,200) (4,200)
From Discount Rate Assumption Change 18,100 6,000
From Long-term Assumption Changes
Annual Inflation (19,400) (10,800)
Annual Basic Pay Scale Increases (1,000) (600)
Demographic 1,900 16,600
Total Pension Costs 26,800 44,800
Subtract Benefit Payments (24,700) (24,200)
Ending Balance - NOAA Corps Retirement System Liability $ 634,900 $ 632,800

NOAA Corps Post-retirement Health Benefits Liability:

This liability represents the unfunded actuarial present value of projected post-retirement plan benefits. The actuarial
calculation is performed annually, as of September 30. The actuarial calculations used the following economic assumptions:

FY 2015 FY 2014
Discount Rate 3.97% 417 %
Ultimate Medical Trend Rate 5.15% 5.15%
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Schedule for Reconciling NOAA Corps Post-retirement Health Benefits Liability:

A reconciliation of the NOAA Corps Post-retirement Health Benefits Liability from the beginning balance to the ending

balance, including the components of the related post-retirement health benefits costs included in the Consolidated
Statements of Net Costs, follows:

FY 2015 FY 2014
Beginning Balance - NOAA Corps Post-retirement Health
Benefits Liability $ 39,600 $ 42,300
Add Health Benefits Costs:
Normal Cost 1,300 1,300
Interest on the Unfunded Liability 1,600 1,800
Actuarial (Gains)/Losses, Net
From Experience 400 800
From Discount Rate Assumption Change 300 200
From Long-term Assumption Changes
Medical Claims Costs (3,500) (4,500)
Other - 300
Total Health Benefits Costs 100 (100)
Subtract Benefit Payments (2,400) (2,600)
Ending Balance - NOAA Corps Post-retirement Health
Benefits Liability $ 37300 $ 39,600
NOTE 13. ENVIRONMENTAL AND DISPOSAL LIABILITIES
FY 2015 FY 2014
Asbestos-related Cleanup Costs $ 77343 $ 85,907
Nuclear Reactor 55,881 60,122
Pribilof Islands 1,665 1,950
Non-reactor Radiological Facilities 8,280 7320
Other 1,724 2,204
Total $ 144,893 $ 1567503
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NOTE 14. LEASES

Capital Leases:

Assets under capital leases are as follows:

FY 2015 FY 2014
Structures, Facilities, and Leasehold Improvements $ 6,206 $ 18,627
Equipment 12,781 11,881
Less: Accumulated Depreciation (9,970) (18,557)
Net Assets Under Capital Leases $ 9,017 $ 11,851

Capital Lease Liabilities are primarily related to NOAA and DM/WCFE.  NOAA has real property capital leases covering
both land and buildings. The majority of these leases are for weather forecasting offices, but the leases are also for radar
system sites, river forecasting centers, and National Weather Service enforcement centers. NOAAS real property capital
leases range from 10 to 40 years. The DM/WCF has a capital lease for equipment with a lease term of 5 years.

Capital Lease Liabilities:

Future payments due under capital leases are as follows:

FY 2015
General PP&E Category

Fiscal Year Real Property Personal Property Total
2016 $ 463 $ 1,162 $ 1,625
2017 314 1,161 1,475
2018 315 - 315
2019 26 - 26
Total Future Lease Payments 1,118 2,323 3,441
Less: Imputed Interest (98) (50) (148)
Less: Executory Costs (184) - (184)
Net Capital Lease Liabilities $ 836 $ 2,273 $ 3,109

By year 2020, GSA will take over all NOAA's capital leases, therefore, NOAA will no longer have any executed real property
capital leases after year 2019.
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FY 2014
General PP&E Category

Fiscal Year Real Property Personal Property Total
2015 $ 1,956 $ 1,280 $ 3,236
2016 904 449 1,353
2017 839 449 1,288
2018 839 - 839
2019 551 - 551
Thereafter 7,940 - 7,940
Total Future Lease Payments 13,029 2,178 15,207
Less: Imputed Interest (6,747) (39) (6,780)
Less: Executory Costs (2,082) - (2,082)
Net Capital Lease Liabilities $ 4,206 $ 2,139 $ 6,345

Operating Leases:

Most of the Department’s facilities are rented from GSA, which generally charges rent that is intended to approximate
commercial rental rates. For federally owned property rented from GSA, the Department generally does not execute an
agreement with GSA; the Department, however, is normally required to give 120 to 180 days notice to vacate. For non-
federally owned property rented from GSA, an occupancy agreement is generally executed, and the Department may
normally cancel these agreements with 120 days notice.

The Department's (1) estimated real property rent payments to GSA for FY 2016 through FY 2020; and (2) future payments
due under noncancellable operating leases (non-GSA real property) are as follows:

FY 2015

General PP&E Category

GSA Non-GSA

Fiscal Year Real Property Real Property
2016 $ 276,177 $ 17075
2017 280,478 11,789
2018 281,452 11,541
2019 278,524 10,573
2020 276,297 10,680
Thereafter 1 68,114

Total Future Lease Payments $ 129,772

1 Not estimated.
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NOTE 15. LIABILITIES NOT COVERED BY BUDGETARY RESOURCES

FY 2015 FY 2014

Intragovernmental

Accrued FECA Liability $ 31,610 $ 33,413
Total Intragovernmental 31,610 33,413
Accrued Payroll 58,050 55,470
Accrued Annual Leave 291,019 280,960
Federal Employee Benefits 881,546 898,771
Environmental and Disposal Liabilities 144,893 157503
Contingent Liabilities 15,712 409
Capital Lease Liability 882 1,316
Unearned Revenue 523,271 439,031
ITA Foreign Service Nationals’ Voluntary Separation Pay 10,138 11,236
Other 78 2,437
Total $ 1,957199 $ 1,880,546
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NOTE 16. COMMITMENTS AND CONTINGENCIES

Commitments:

The Department has entered into long-term contracts for the purchase, construction, and modernization of environmental
satellites and weather measuring and monitoring systems. A summary of major long-term commitments as of September 30,
2015 is shown below.

Major Long-term Commitments:

FY 2015
Description FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 Thereafter Total

Geostationary Operational
Environmental Satellites $ 871,791 $§ 786,684 $ 523,049 $§ 364,032 $ 266,865 $ 1,928,554 $ 4,740,975

Joint Polar Satellite Systems 808,966 797246 735,777 558,803 439,606 1,129,825 4,470,123

Polar Follow-on 370,000 430,000 589,000 579,000 577,000 - 2,545,000
Comprehensive Large

Array-data Stewardship

System 58,525 58,525 58,525 58,525 58,525 - 292,625
NOAA Weather Service 36,353 36,042 36,111 35,626 35,694 34,390 214,016
Satellite Projects, Planning,

and Analysis 30,488 33,488 33,488 33,488 33,488 - 164,440
Constellation Observing

System for Meteorology,

lonosphere, and

Climate - 2 20,000 16,200 8,800 8,800 8,800 25,400 88,000
Ocean Surface Topography 7458 7,288 7,265 7,196 - - 29,207
Satellite System

Architecture and

Advanced Planning 4,929 4,929 4,929 4,929 4,929 - 24,645
Deep Space Climate

Observatory 3,200 2,400 2,069 - - - 7,669
Space Weather Follow-on 2,600 - - - - - 2,600
Solar Irradiance, Data,

and Rescue 500 - - - - - 500
Total $ 2,214,710 $ 2,172,802 $ 1,999,013 $ 1,650,299 $ 1,424,707 $§ 3,118,169 $12,579,700
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Legal Contingencies:

The Department is subject to potential liabilities in various administrative proceedings, legal actions, environmental suits, and
claims brought against it. In the opinion of the Department’s management and legal counsel, the ultimate resolution of these
proceedings, actions, suits, and claims will not materially affect the financial position or net costs of the Department.

Probable Likelihood of an Adverse Outcome:

The Department is subject to potential liabilities where adverse outcomes are probable, and claims are approximately
$15.7 million and $409 thousand as of September 30, 2015 and 2014, respectively. Accordingly, these contingent liabilities were
included in Other Liabilities on the Consolidated Balance Sheets as of September 30, 2015 and 2014, respectively. For a majority
of these claims, any amounts ultimately due will be paid out of Treasury’s Judgment Fund. For the claims to be paid by Treasury’s
Judgment Fund, once the claims are settled or court judgments are assessed relative to the Department, the liability will be
removed and an Imputed Financing Source From Cost Absorbed by Others will be recognized.

Reasonably Possible Likelihood of an Adverse Qutcome:

The Department and other federal agencies are subject to potential liabilities for a variety of environmental cleanup costs,
many of which are associated with the Second World War, at various sites within the U.S. Since some of the potential
liabilities represent claims with no stated amount, the exact amount of total potential liabilities is unknown, but may
exceed $267.2 million as of September 30, 2015. For these potential liabilities, it is reasonably possible that an adverse
outcome will result. It is not possible, however, to speculate as to a range of loss. In the absence of a settlement
agreement, decree, or judgment, there is neither an allocation of response costs between the U.S. government and other
potentially responsible parties, nor is there an attribution of such costs to or among the federal agencies implicated in the
claims. Although the Department has been implicated as a responsible party, the U.S. Department of Justice was unable
to provide an amount for these potential liabilities that is attributable to the Department. Of these potential liabilities, all
will be funded by Treasury's Judgment Fund, if any amounts are ultimately due.

The Department and other federal agencies are subject to other potential liabilities. Since some of the potential liabilities
represent claims with no stated amount, the exact amount of total potential liabilities is unknown, but may exceed $373.8 million
as of September 30, 2015. For these potential liabilities, it is reasonably possible that an adverse outcome will result. It is not
possible, however, to speculate as to a range of loss. Of these potential liabilities, most will be funded by Treasury’s Judgment
Fund, if any amounts are ultimately due.

Guaranteed Loan Contingencies:

Fishing Vessels Obligation Guarantee Program: This loan guarantee program had outstanding non-acquired guaranteed loans
(fully guaranteed by the Department) as of September 30, 2014, with outstanding principal balances totaling $157 thousand.
A'loan guarantee liability of $516 thousand was recorded for the outstanding guarantees as of September 30, 2014.
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NOTE 17. CONSOLIDATED STATEMENTS OF NET COST

The following tables illustrate the major budgetary functions of the Department.

United States Department of Commerce Consolidating Statement of Net Cost by Major Budgetary Function
For the Year Ended September 30, 2015

Natural

Resources and

Environment/ Other Area and Intra-

Other Natural Advancement Regional Combined Departmental Consolidated

Resources of Commerce Development Others Total Eliminations Total

Intragovernmental
Gross Costs $ 747484 $ 1,619,748 $ 16,5650 $ 41,067 $ 2,424,839 $ (293,252) $ 2,131,587
Less: Earned Revenue (206,810) (868,874) (13,615) 457 (1,088,742) 293,252 (795,490)
Intragovernmental, Net Costs 540,674 750,874 3,035 41,514 1,336,097 - 1,336,097
With the Public
Gross Costs 4,366,680 5,376,238 11,302 65,982 9,820,202 - 9,820,202
Less: Earned Revenue (49,623) (3,170,769) (3,093) (1,732)  (3,225,217) - (3,225,217)
With the Public, Net Costs 4,317,057 2,205,469 8,209 64,250 6,594,985 - 6,594,985
Total Program Costs
Gross Costs 5,114,164 6,995,986 27852 107,039 12,245,041 (293,252) 11,951,789
Less: Earned Revenue (256,433) (4,039,643) (16,608) (1,275) (4,313,959) 293,252 (4,020,707)
NET COST OF OPERATIONS $ 4,857,731 $ 2,956,343 $ 1,244 $ 105,764 $ 7,931,082 $ - $ 7931,082

United States Department of Commerce Consolidating Statement of Net Cost by Major Budgetary Function
For the Year Ended September 30, 2014

Natural

Resources and

Environment/ Other Area and Intra-

Other Natural Advancement Regional Combined Departmental Consolidated

Resources of Commerce Development  Others Total Eliminations Total

Intragovernmental
Gross Costs $ 764,915 $ 1,664,233 $ 14,884 $ 48,338 $ 2,392,370 $ (286,047) $ 2,106,323
Less: Earned Revenue (160,330) (760,524) (3,216) 743 (923,327) 286,047 (637,280)
Intragovernmental, Net Costs 604,585 803,709 11,668 49,081 1,469,043 - 1,469,043
With the Public
Gross Costs 4,071,006 4,934,261 283,550 73,758 9,362,575 - 9,362,575
Less: Earned Revenue (49,009) (3,108,481) 446 (2,550) (3,159,594) - (3,159,594)
With the Public, Net Costs 4,021,997 1,825,780 283,996 71,208 6,202,981 - 6,202,981
Total Program Costs
Gross Costs 4,835,921 6,498,494 298,434 122,096 11,754,945 (286,047) 11,468,898
Less: Earned Revenue (209,339) (3,869,005) (2,770) (1,807)  (4,082,921) 286,047 (3,796,874)
NET COST OF OPERATIONS $ 4,626,582 $ 2,629,489 $ 295,664 $ 120,289 $ 7,672,024 $ - $ 7672,024
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NOTE 18. COMBINED STATEMENTS OF BUDGETARY RESOURCES

Appropriations:

There are reconciling items from the amounts of the Budgetary Resources, Appropriations on the Combined Statements of
Budgetary Resources (SBR) to the amounts of the Budgetary Financing Sources, Appropriations Received on the Consolidated
Statements of Changes in Net Position (SCNP).

For FY 2015, the primary reconciling items are (a) a transfer in of auction proceeds from the Federal Communications Commission
to NTIAs Public Safety Trust Fund of $18.63 billion, which is included as Appropriations on SBR, and is included as a budgetary
transfer in on SCNP (see Note 21, Funds from Dedicated Collections, for more information on the Public Safety Trust Fund);
and (b) a transfer out from NTIAs Public Safety Trust Fund to the General Fund of U.S. Government of $12.62 billion for deficit
reduction, which is included as negative Appropriations on SBR, and is included as a transfer out on SCNP.

For FY 2014, the primary reconciling item is budgetary transfers infout, net of $149.8 million included in SBR Appropriations,
which is $0 on SCNP as classified as transfers in/(out) on SCNP or excluded from SCNP for intra-Departmental transfers.

Borrowing Authority: Total borrowing authority available for NTIAs State and Local Implementation Fund amounted to
$0 million and $102.7 million as of September 30, 2015 and 2014, respectively. Total borrowing authority available for
NOAAS loan programs amounted to $121.6 million and $181.9 million as of September 30, 2015 and 2014, respectively. The
Borrowing Authority amounts reported in the SBR Budgetary Resources section represent only borrowing authority realized
during the fiscal year being reported. See Note 1L, Debt to Treasury, for debt repayment requirements, financing sources
for repayments, and other terms of borrowing authority used.

Permanent, Indefinite Appropriations: All of the Department's reporting entities have one or more permanent, indefinite
appropriations to finance operations. Permanent, indefinite appropriations are appropriations that are available until expended.

Permanent Reductions to Budgetary Resources: Permanent reductions to the Department’s budgetary resources under Public
Law 113-235 amounted to $10.1 million for FY 2015, while permanent reductions for FY 2014 under Public Laws 113-76 and
112-96 amounted to $10.9 million. These permanent reductions are included in the SBR Budgetary Resources section, and are
also included on the SCNP when applicable.

Legal arrangements affecting the Department's use of Unobligated Balances of Budget Authority and/or Fund Balance with
Treasury during FY 2015 and FY 2014 include the following:

o The Department'’s Deposit Funds, reported in Note 2, Fund Balance with Treasury, are not available to finance operating
activities. These funds are also included in Note 2 on the line Non-budgetary (breakdown by status).

o The Department’s Fund Balance with Treasury as of September 30, 2015 and 2014 includes $790.1 million of USPTO
offsetting collections exceeding the current fiscal year and prior fiscal years' appropriations. USPTO may use these
funds only as authorized by the U.S. Congress, and only as made available by the issuance of a Treasury warrant. These
funds are included in Note 2 on the lines General Funds (breakdown by type) and Temporarily Precluded From Obligation
(breakdown by status).

o The Omnibus Budget Reconciliation Act of 1990 established surcharges on certain statutory patent fees collected
by USPTO. Subsequent legislation extended the surcharges through September 30, 1998. These surcharges were
deposited into the Patent and Trademark Surcharge Fund, a Special Fund Receipt Account at Treasury. USPTO may use
monies from this account only as authorized by Congress and made available by the issuance of a Treasury warrant.
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As of September 30, 2015 and 2014, $233.5 million is held in the Patent and Trademark Surcharge Fund. These funds are
included in Note 2 on the lines Patent and Trademark Surcharge Fund - Special Funds section (breakdown by type), and
Non-budgetary (breakdown by status).

o The Department’s Fund Balance with Treasury as of September 30, 2015 and 2014 includes $147.7 million of USPTO
sequestered funds temporarily not available. These funds are included in Note 2 on the lines General Funds (breakdown
by type) and Temporarily Precluded from Obligation (breakdown by status).

o For loan programs prior to the Federal Credit Reform Act of 1990 (pre-FY 1992 loans), most or all liquidating fund
unobligated balances in excess of working capital needs are required to be transferred to Treasury as soon as practicable
during the following fiscal year.

o For direct loan programs under the Federal Credit Reform Act of 1990 (post-FY 1991 loans) that have outstanding debt
to Treasury, regulations require that most unobligated balances be returned to Treasury on September 30 or require that
the borrowing authority be cancelled on September 30.

Comparison to Budget of the U.S. Government: A comparison was performed, and there were no material differences, between
the amounts reported in the FY 2014 SBR and the actual FY 2014 amounts reported in the FY 2014 budget of the U.S. government
for SBR lines Total Budgetary Resources, Obligations Incurred, Outlays, Net, and Distributed Offsetting (Receipts)/Outlays, Net.
The President’s Budget that will report actual amounts for FY 2015 has not yet been published, and will be available on OMB's
Budget Web page at https.//www.whitehouse.gov/omb/budget/.

Apportionment Categories of Obligations Incurred:

Category A apportionments distribute budgetary resources by fiscal quarters, whereas Category B apportionments typically
distribute budgetary resources by activities, projects, objects, or a combination of these categories.

The amounts of Direct (for example, derived from Appropriations) and Reimbursable (for example, derived from Spending
Authority From Offsetting Collections) Obligations Incurred by apportionment category are as follows:

FY 2015
Direct Reimbursable Total
Category A $ 2,767351 $ 3,735,586 $ 6,502,937
Category B 13,125,120 1,171,520 14,296,640
Exempt from Apportionment 5,651 - 5,651
Total Obligations Incurred $ 15,898,122 $ 4,907106 $ 20,805,228
FY 2014
Direct Reimbursable Total
Category A $ 2,905,239 $ 3,488,090 $ 6,393,329
Category B 5,910,848 1,219,303 7130,151
Exempt from Apportionment (159,524) - (159,624)
Total Obligations Incurred $ 8,656,563 $ 4,707393 $ 13,363,956

Undelivered Orders: Undelivered orders (unpaid and paid) were $6.14 billion and $5.81 hillion as of September 30, 2015 and
2014, respectively.
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NOTE 19. CUSTODIAL NON-EXCHANGE ACTIVITY

Custodial non-exchange activity represents revenue that was or will be collected on behalf of another entity, and the disposition
of that revenue, for the General Fund of U.S. Go