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ACCOUNTI NG PRI NCI PLES AND STANDARDS HANDBOOK

CHAPTER 10. EQUITY OF THE U. S. GOVERNMENT

Section 1.0 General

Equity of the U S. Governnment is the residual difference

bet ween assets and liabilities of a Federal agency. This
standard is based on accrual accounting concepts incorporating
t he expended/ unexpended budget authority principle. It is

i ntended to account for unexpended and applicabl e expended
budget authority. Equity or net position of the U S.
Governnment is generally conposed of:

a. Cunulative results of operations;
b. Unexpended appropriations;

Section 2.0 Authority

The policies and procedures in this chapter are issued
pur suant to:

a. | Section 114 of the Budget and Accounting
Procedures Act of 1950 (31 U.S.C. Sec. 3513(a));
and

b. GAO Policy and Procedures Manual for Gui dance of
Federal Agencies, Title 2, Appendix |, Section
E20.

Section 114 of the Budget and Accounting Procedures Act of
1950 requires the Departnment of the Treasury to prepare
reports on the financial condition and operations of the U S.
Governnment. The head of each Federal agency is responsible
for ensuring that financial reports fully disclose the
financial results of all prograns and activities, and are
submtted in a tinmely manner.

Section 3.0 Cumul ative Results of Operations

a. Cunulative results of operations are the net
di fference between:

1. Expenses, |osses, and transfers out fromthe
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i nception of an agency or activity; and

2. Financing sources (i.e., appropriations and
revenues) and gains fromthe inception of an
agency or activity (whether financed from
appropriations, transfers in, revenues,
rei mbursenments, or any conbination of the
four.)

The cunul ative results of operations are
sonetines referred to as "retained earnings" or
"l oss" in revolving funds or business-Ilike
activities.

The cunul ative results of operations are adjusted
at |l east annually by the results of operations
(reported in the Statenment of Net Costs) and

ot her itens.

C I ncreases occur with transfers in,
donations, or when the results of
operati ons show an excess of unexpended
appropriations, financing sources, and
gai ns over appropriations used, expenses,
| osses, and transfers out.

C Decreases occur when an excess of expenses,
| osses, and transfers out exists. In
revol ving funds or business-1like
activities, the excess is sonetines
referred to as "net inconme" or "l oss.

C Adjustnments to cunul ative results of
operations may al so arise from prior period
adjustnents and distributions of the excess
financi ng sources and gains. These
adj ustments should be in accordance with
| aws, regul ations, or adm nistrative
designations. (See the GAO Policy and
Procedures Manual for Guidance of Federal
Agencies, Title 2, Section P30, Prior-
period Adjustnents of Financial Statenents
St andard.)

Section 4.0 Unexpended Appropriations
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Unexpended appropriations represent anmounts of
authority at the reporting date that are either:

1. Unobligated and have not | apsed, rescinded,
or withdrawn; or

2. oligated, but not yet expended (e.g.,
undel i vered orders).

Unexpended appropriations include, but are not
limted to, conbinations of the unobligated
al l otmrent and unliqui dated obligation accounts.

Decreases in unexpended appropriations occur in
the follow ng circumstances:

1. \When unobligated amounts | apse, are
wi t hdrawn, or are rescinded;

2. \Vhen obligations representing undelivered
orders are cancel ed (deobligated) after the
rel ated appropriation has |apsed, been
wi t hdrawn, or been rescinded; and

3. When undelivered orders are received and
accept ed.

I ncreases occur when funding (or obligation)
authority is made avail abl e.



