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PREEE

This Annual Report shows the results of the Comityd@iedit Corporation’s (CCC) operations for fisgalar 2010.
This report replaces the former Annual Report ef @ommodity Credit Corporation and meets the requémts of
the CCC Charter Act, as amended, and the Govern@apioration Control Act, as amended.

CCC worked closely with Clifton Gunderson LLP ahe tOffice of Inspector General (OIG) for the Unitethtes
Department of Agriculture (USDA) in the developmenthis report.

The Management’s Discussion and Analysis sectidhefeport contains the purpose, authority, missdmd goals
of the Corporation, financial, program summaries] performance measures. This information is folldviby the
audit opinion letter, financial statements, andoagganying notes.

The U.S. Department Agriculture (USDA) prohibitsatimination in all its program and activities dretbasis of
race, color, national origin, age, disability, amdere applicable, sex, marital status, familiatiaparental status,
religion, sexual orientation, genetic informatiquulitical beliefs, reprisal, or because all or pafrian individual's
income is derived from any public assistance pnogrgNot all prohibited bases apply to all progrgm®ersons
with disabilities who require alternative means &mmmunication of program information (Braille, dar print,
audiotape, etc.) should contact USDA’s TARGET Ceatg(202) 720-2600 (voice and TDD). To file a quaint
of discrimination, write to USDA, Director, Officef Civil Rights, 1400 Independence Avenue, SW., Kifagton,
DC 20250-9410, or call (800) 795-3272 (voice) 204) 720-6382 (TDD). USDA is an equal opportumitgvider
and employer.
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Part I: Management’s

Discussion and Analysis
(Unaudited)

Mission Statement

The Commodity Credit Corporation is a Governmentiedand
operated entity dedicated to:

= Stabilizing, supporting, and protecting farm incoamsl
prices.

= Maintaining balanced and adequate supplies of aguial
commodities and aiding in their orderly distributtio

= Conservation of soil, air, and water resources and
protection and improvement of wildlife habitats.

= Developing new domestic and foreign markets and
marketing facilities for agricultural commodities.



COMMODITY CREDIT CORPORATION
Management Discussion and Analysis

History of the Commodity Credit Corporation

stablished in 1933, the Commodity Credit Corporaticereinafter CCC, Agency, or Corporation) is a

government-owned corporation within the United t&adepartment of Agriculture (USDA), created to

stabilize, support, and protect farm income andgsii CCC is also the Federal government’s primary
financing arm for many domestic and internatiorgalaultural programs. CCC helps maintain balareed
adequate supplies of agricultural commodities ads ia their orderly distribution.

CCC helps America’s agricultural product¢isough commodity and farm storage facility logmsi,chases, and
income support payments. CCC also works to makéadbte materials and facilities required in thegurction and
marketing of agricultural commodities. In additi@CC provides incentives and payments to landosviter
establish conservation practices on their land.

CCC provides agricultural commoditites other Federal agencies and foreign governme@C also donates
commodities to domestic and international reliedragjes as well as foreign countries. CCC asgidtisa
development of new domestic and foreign marketsraarketing facilities for American agricultural comdities.
CCC operates numerous domestic programs such@sénsupport, disaster, and conservation progrdnasso
extends direct credit and guarantees commoditys saléreign countries throughout the world.

CCC has its own disbursing authorapd utilizes the Federal Reserve Bank system anit:dStates Treasury to
make payments. This disbursing authority allowsCQ€ make payments quickly and to provide finansigdport
to America’s producers and farmers immediately.Cd@s multiple funding mechanisms. Most of the dstic
programs are operated out of a revolving fund, ictvthe CCC has a permanent indefinite borrowimherity, as
defined by OMB Circular A-11, Preparation, Submassiand Execution of the Budget. Borrowing autyori
permits the Corporation to incur obligations anthatizes it to borrow funds to liquidate the obtigas. This fund
also receives money from appropriated funding émtgincurred (i.e., realized losses), loan repayspénventory
sales, interest income, and fees. AdditionallyO0€ceives direct appropriations for specific pevgs such as its
Credit Reform programs, foreign grant and donagimograms, and disaster relief.

Certain information contained in this discussionadsisidered “forward-looking information” as
defined by the Federal Accounting Standards Adyi&ward’'s (FASAB) Statement of Federal
Financial Accounting Standards (SFFAS) No. anagement’s Discussion and Analysiad

Statement of Federal Financial Accounting Concépis-AC) No. 3Management’s Discussion
and Risk Analysis ConceptSuch forward-looking information includes estismtnd is subject
to risks and uncertainties that could cause acasallts to differ materially from this discussion.



COMMODITY CREDIT CORPORATION

Management Discussion and Analysis

Structure of the Commaodity Credit Corporation

A Board of Directors manages CCC and is subjetiieggeneral supervision and direction of the Sacyeif
Agriculture who is arex officiodirector and chairperson of the Board. The Baanbists of seven members in
addition to the Secretary. The President of thiddrStates, with the advice and consent of the®emppoints the
board members to office. The members of the Baardthe Corporation’s officers are officials of USDCCC
officers, directly or through officials of desigedtUSDA agencies, maintain liaison with numeroimeot
governmental and private trade operations.

CCC has no actual employees; it carries out thentajf its programs through the personnel andifes of the
Farm Service Agency (FSA), Agricultural Marketingr@ice (AMS), Natural Resources Conservation Servic
(NRCS), Foreign Agricultural Service (FAS), and theited States Agency for International Development
(USAID). Most of CCC'’s programs are delivered tgh an extensive nationwide network of FSA fielfioafs,
including approximately 2,400 USDA Service Centand 51 state offices (including Puerto Rico). Tréswork
enables CCC to maintain a close relationship wita@mers, successfully addressing their needs @mithoally
improving program delivery.

Though FSA provides the staff for CCC, several G@@led programs fall under the Foreign AgricultuBatvice
(FAS) or Natural Resources Conservation ServiceGQER FAS has the primary responsibility for USDA’s
international activities—market development, tradeeements and negotiations, and the collectioraaatysis of
statistics and market information. It also adniaris USDA's export credit guarantee and food a@ymms and
helps increase income and food availability in depieg nations by mobilizing expertise for agricutlly led
economic growth.

NRCS is the primary conservation agent for the USIMRCS provides leadership in a partnership effottelp
America's private landowners and managers conskeiesoil, water, and other natural resources.CSRrovides
financial assistance for many conservation acésitiNRCS reaches out to all segments of the dgnial
community, including underserved and socially disadaged farmers and ranchers to ensure that Q@agsams
and services are accessible to everyone.
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Management Discussion and Analysis

CCC Board of Directors

ChairpersonThomas James Vilsack, Secretary of Agriculture
Vice ChairpersonYacant, Deputy Secretary of Agriculture

Member,James W. Miller, Under Secretary, Farm and Fordigricultural Services (FFAS)

Member,Vacant, Under Secretary, Rural Development (RD)

Member,Vacant, Under Secretary, Food, Nutrition, and Qomsr Services (FNCS)
Member,Vacant, Chief Financial Officer and Chief Inforriaat Officer, USDA

Member,Edward M. Avalos, Under Secretary, Marketing amdjiatory Programs (MRP)
Member,Harris D. Sherman, Under Secretary, Natural Ressuand Environment (NRE)

CCC Officers

PresidentJames W. Miller, Under Secretary, FFAS
Executive Vice Presidenipnathan W. Coppess, Administrator, Farm Servigengy (FSA)
Vice PresidentCarolyn Cooksie, Associate Administrator, Operadiand Management, FSA
Vice PresidentRayne Pegg, Administrator, Agricultural MarketiBgrvice (AMS)
Vice PresidentJohn D. Brewer, Administrator, Foreign Agricultu&ervice (FAS)
Vice PresidentJanet Nuzum, General Sales Manager, FAS
Vice PresidentJulie Paradis, Administrator, Food and Nutritiengce (FNS)
Vice PresidentDavid White, Chief, Natural Resources Conserva8ervice (NRCS)
Deputy Vice Presidengames W. Monahan, Deputy Administrator, Commo@iperations, FSA
Deputy Vice PresidenBhilip G. Short, Deputy Administrator, ManagemdtfBA
Deputy Vice PresidenBrandon C. Willis, Deputy Administrator, Farm Prams, FSA
Deputy Vice PresidenMichael Wooden, Acting Deputy Administrator, Figlgberations, FSA
Deputy Vice Presidendoy Harwood, Director, Economic & Policy Analysigaf, FSA
Deputy Vice PresidenVirginia Murphy, Associate Chief, NRCS
Deputy Vice PresidenCraig Derickson, Deputy Chief, Financial Assiseand Community Development, NRCS
Deputy Vice PresidenAnthony Kramer, Deputy Chief, Easement and Langsd¢danning, NRCS
Deputy Vice PresidenEloris Speight, Deputy Chief, Management, NRCS
SecretarySteven N. Mikkelsen, Acting Executive Assistanttte Administrator, FSA
Deputy SecretaryWacant, Farm Service Agency (FSA)

Assistant Secretarionique B. Randolph, Staff Assistant, FSA
Controller,Ricky T. Valentine, Director, Office of Budget akthance, FSA
TreasurerHeidi G. Ware, Deputy Director, Office of BudgetdaFinance, FSA
Chief AccountantAgnes Leung, Acting Center Director, Policy, Acating, Reporting, and Loan Center, Financial

Management Division, FSA

Advisors

General CounseRamona Emilia Romero, Office of the General Colnse
Associate General Couns&alph A. Linden, International Affairs, CommodRyograms and Food Assistance
Programs



COMMODITY CREDIT CORPORATION

Management Discussion and Analysis

CCC Program Areas

CCC funds many programs that fall under multiplerages within the USDA. Each CCC-funded progratpse
achieve parts of both the CCC mission and theegi@plan of the agency under which the prograts.faLCC’s
mission and agency strategic goals are achievedghrthe successful implementation of the followkeg
programs:

Income Support and Disaster Assistardacome support and disaster assistance progvesugie financial
assistance to protect farmers and ranchers froctuitions in market conditions and unexpected ahturman-
made disasters. Assistance is provided througimiecsupport programs, disaster assistance progeaushe
Noninsured Crop Disaster Assistance Program (NAFA is responsible for administering income suppad
disaster assistance. The agency is expandingdiétunterfaces with farmers and producers inraslitional
“safety net” programs by adding on-line options l@maintaining more traditional approaches. Tlais been a
monumental challenge for FSA. The performanceudision will cover the progress of the current atities.

Conservatior Supported by the Food, Conservation, and Engogyf 2008 (2008 Farm Bill), conservation
programs offer farmers and ranchers a varietyrafricial and economic incentives to conserve natasalurces on
the nation’s privately owned farmlands. Prograowu$ on reducing erosion, protecting streams asmalg;i
restoring and establishing fish and wildlife hatsitand improving air quality through several conagon
incentive payments, technical assistance, andst@se programs.

Commodity Operations and Food A#dCommodity Operations personnel handle the pesnant, acquisition,
storage, disposition, and distribution of commadifiand the administration of the U.S. Warehousg WSWA).
These programs help achieve domestic farm prograsa pupport objectives, produce a uniform reguiatystem
for storing agricultural products, and ensure theely provision of food products for domestic antkernational
food assistance programs and market developmegtgns.

Market Expansion and Trade Buildirgexpanding markets for agricultural productsrifaal to the long-term
health and prosperity of the U.S. agricultural seand, with 96 percent of the world’s populatiosirlg outside the
United States, future growth in demand for food agdcultural products will occur primarily in ovsras markets.
FAS market development programs play a criticad inlhelping to open new markets and in faciligiih S.
competitiveness and by doing so, help to securera prosperous future for American agriculture pfgut for
economic development and trade capacity buildinmfoeces these efforts by helping developing caestto
become economically stable and improve their pratspe participate in and benefit from expandingpgll trade in
agricultural products.

Export Credit—= CCC export credit guarantee and direct loannarng, administered by FAS in conjunction with
FSA, provide payment guarantees for third party mencial financing and direct financing of U.S. agitural
exports. These programs facilitate exports to lsiyecountries where credit is necessary to maintaincrease
U.S. sales but where financing may not be availalilikout CCC credit facilities.
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Management Discussion and Analysis

Future Effects of Demands, Events, and Conditions

Economic Fluctuation and Volatility

The world recession was the major underlying factmtributing to a decline in global agriculturadand, trade,
and prices, which reduced farm income and the valll S. agricultural exports in 2009. As econasrié the
world recover, steady domestic and internationahemic growth supports gains in the U.S. agricaltsector over
the next decade. In addition, long-run developmesitiect continued demand for agricultural comrtiedifor the
production of bio-fuels. Thus, after decliningZ®09, cash receipts to farmers and the value of &§Scultural
trade grow through the 2010-19 projection periddth increases in production expenses offsettingesof the
gains in cash receipts, net farm income shouldmisderately from 2011 to 2019. Retail food priskeuld rise
faster than the general inflation rate through 2@B2tly reflecting higher meat prices in 2011 20d 2.

Net farm income should decline in the near terrmftbe 2008 peak but then grows moderately ovendix¢
decade and exceeds the average of the previoysaes by the middle of the projection period. Arghincrease in
price volatility and more outside investment hawarked commodity markets in recent years.

Increased price volatility has led to increasediiitial vulnerability in the commodity storage andrketing
sectors. Lower government payments and rising fanoduction expenses offset some of the anticipgééaks in
cash receipts and other sources of farm income.

Government payments to farmers are projected kéréah $12.4 billion in 2010 to an average of I#san $10
billion annually in 2011 to 2019. Price-dependamtgram benefits account for a declining shareayhpents.
Strengthening domestic and international demandshptices for most crops above levels that wousdlten
marketing loan benefits or counter-cyclical payrserfor example, even with stochastic considerat{orcluded
here to capture potential variation in farm progtzenefits due to variability in production yieldsdathe impacts
on prices), payments for marketing loan benefit @unter-cyclical payments for feed grains areiméh, and
likely to total less than $100 million from 201X dligh 2019. Marketing loan benefits and countaticsl
payments for upland cotton are projected to aveahget $450 million per year over the same timéopler
Payments for upland cotton represent more tharegept of the projected marketing loan benefits anehter-
cyclical payments for all commodities.

Initial enroliment in the Average Crop Revenue Etat(ACRE) program covered less than 13 percesmligible
base acres. Projections of government paymentr ihd ACRE program exceed $400 million in 2010 g009
crops), mostly reflecting reductions in prices fr8608 highs. Assuming stochastic yield variabildy 2010 and
later crops, annual ACRE payments over 2011-20b8ldraverage about $110 million, reflecting relatstability
in agricultural commodity markets in the projecsand an assumed continued moderate level of peoduc
enrollment in the program.

Sustained higher crop prices make the use of langrbduction more valuable causing rental ratesaod in the
Conservation Reserve Program (CRP) to rise. CRRpscted to be fully enrolled at the statutory a2 million
acres from 2011 through 2019. Therefore, the egpdacrease in CRP payments from about $1.8 hillic2010
to $2.3 billion in 2019 is solely due to rising talrates.

10
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With higher prices, government payments have alemalle in the agricultural sector’'s income. Gowraent
payments, which represented more than eight pecdegbss cash income in 2005, account for less theee
percent during most of the projection period. Gasely, the sector is more reliant on the markeifcome. Cash
receipts plus farm-related income rise to more ®iapercent of gross cash income.

The majority of the above came from: “USDA Agriaudl Projections to 2019” OCE-2010-1, issued Feduy
2010, pp 88, 89, Office of the Chief Economist, l[dVAgricultural Outlook Board, Interagency Agricuital
Projections Committee.

Administrative Resource Constraints and Challenges

Although most CCC program outlays are mandatoey stilaries and administrative expenses (S&E) ®r th
agencies responsible for administering CCC programsubject to a continuously constrained disznetiy
spending environment. The agencies are underfisigni pressure to modernize the service delivesrenment
in order to provide more flexibility in responditg fluctuations in program demand. A number of 1&GC
programs authorized by theod, Conservation and Energy Act of 2088/ on price and yield data to determine
program eligibility and payment rates. As budgetssqueezed across the Department, statisticatiegeare
cutting back on their data collections, and thelltesy lack of data could jeopardize program intent

FSA has a human capital plan in place, but it fi$een updated to address the changing circunegari¢he
Agency. FSA is challenged with continuing and dsepg budget constraints, and, as reported by Hfdats,
permanent on-board employees are at a record lown d 6 percent in the last seven years. The glofiESA to
deliver its programs could be seriously compromizethe retirement eligible employees depart befmymificant
numbers of new employees can be brought on boakdraimed to provide all required services. Thiparticularly
evident in the field offices where farm programs &oans are delivered to farmers and ranchers. $t&#&d that its
retirement eligibility rate is currently at 20.5rpent with an additional 24 percent eligible fotinmment within the
next five years. This could result in a poteniisls of almost 45 percent of existing FSA employwefFiscal Year
2015. If one third of the eligible employees metituring the next five years, the expected attrifrom retirement
alone would be an additional 15 percent on tofeflt6 percent reduction already due to budget @nt. FSA
officials have stated that a comprehensive world@uccession plan is needed to ensure continuttyeodelivery
of Agency critical programs.

Natural Disasters and Weather Conditions

Extreme climate and weather events often causesxteflooding and sustained droughts that proftuatfect
our society in general and agriculture in particulAgriculture is vulnerable to variations andctiuations in
weather and climate because existing agricultwattices were developed for average weather anthtdi
conditions. Furthermore, global climate changecisnowledged as a reality which will affect farmiangd ranching
practices and conservation measures. Agencidn #re process of developing plans to review progrand
operations to help mitigate global climate chanddenensuring efficient and abundant agricultur@duction.

11
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2010 Performance Highlights Summary

The Commodity Credit Corporation (CCC) was sucagssfmeeting or exceeding its performance expauntatfor
2010. Significant progress in meeting CCC objasiwas demonstrated by the fact that the Farm&@eAgency
(FSA) exceeded three out of four of its CCC perfamnoe targets.

The Direct Crop and Counter-Cyclical Programs (D&&horized under theéood, Conservation, and Energy Act

of 2008 (Public Law 110-234), is a key program in the Ageatfort to mitigate market losses. FSA provides
direct payments (cash) to eligible crop producérse intent is to allow planting flexibility whilproviding a safety
net for producers. The DCP is authorized for F0&¢hrough FY 2012. The Average Crop Revenue Blect
(ACRE) Program, added under the 2008 Act, is ameedased farm safety net program offered as amaltive
program to the price-based safety net provideddmnter-cyclical payments under DCP for crop ye&GR2
through 2012. Under ACRE a farm acre payment $eth@n a revenue-guarantee calculation using ayéae
average State yield and the most recent two-yeéee pverage. Participation in the ACRE progratmigted to
farms with covered commodity or peanut base acfé® Fiscal Year (FY) 2010 performance target lier t
measurement of these programs, “maintain the peafesligible base acres participating in DCP ar@RE
programs” has exceeded its 95 percent participatitntarget by achieving a 96.2 percent partigipatate of
eligible base acres.

Another significant CCC function is executed thrbilge CCC Warehouse Examination Program that pagfor
examinations of licensed and contracted warehaasbties that store or handle commodities for CClhe more
frequently warehouses are examined for compliaritte @CC storage agreements dvdited States Warehouse
Act (USWA) licensing agreements by FSA warehouse examinersdbner any potential pest infestation or
quality deterioration of commodities in store vii# discovered. Factors affecting the time betvee@minations of
these warehouses include the number of warehoasgsijpating in storage programs for the CCC actoilne
number of USWA licensed warehouses, the amounaloievof commodity in store with CCC interest, teedth of
time the commaodities have been in store, whettecttimmodities have been forfeited or are simplyenhaian,
staff losses or attrition, and funding for the ekaation program. The CCC FY 2010 performance tanfd00
days between warehouse examinations was exceeded ba current data that projects only 345 daysdst
examinations at the end of the fiscal year. This wiade possible due to efficient examination pestand time
savings through the use of electronic warehoussptxc

The CCC conservation programs help agriculturatipeers enhance and restore production and conservat
capabilities as well as enhance energy sustaitabilihe Conservation Reserve Program (CRP) iduntary
program for agricultural landowners. Through CR®ducers can receive annual rental payments sstesbare
assistance to establish long-term, resource coimgecevers on eligible farmland. Participants driroCRP
contracts for ten to 15 years. An important measdiconservation performance is the monitoringgricultural
land acreage enrolled as riparian and grass bzdfees under CRP. These buffers intercept sediamehhutrients
before they reach surface waters. CRP met itopadnce target of 1.99 million acres enrolled far measure for
FY 2010, during which time producers set aside axprately 2.02 million acres as CRP buffer areas.

The CRP contributes to conservation objectivestieioways as well. The Farmable Wetlands ProgfaiR) is a
recently enacted voluntary program to restore um@ million acres of farmable wetlands and assedibuffers by
improving the land’s hydrology and vegetation. gille producers in all States can enroll eligilaled in the FWP
through the CRP. Restored wetlands in CRP reacfwed than 2.5 million acres, exceeding the targe0b

million acres. These restored wetlands are thdtreEseveral initiatives, including the 250,00€r@ Bottomland
Hardwood Timber Initiative, a 250,000-acre Non-fiptain Wetland Restoration Initiative, and a 150;@@re
Prairie Pothole Duck Nesting Habitat Initiativehél'major increase in restored wetlands is dueg@timouncement
of increased incentives for certain wetland prastiand expansion of the Prairie Pothole Duck Ngdtiabitat
Initiative.

12
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Financial Highlights

As part of its mission to stabilize, support, amdtect farm income and prices, CCC is also resjpbmédr
providing accurate, timely, and useful financialnragement information to all Agency stakeholderkese
statements have been prepared from the accoumtingds of the Agency as of September 30, 2010 apte&ber
30, 2009 in accordance with generally acceptedwataty principles for Federal entities and poligesscribed in
the Office of Management and Budget (OMB) Circidat 36, Financial Reporting Requirement (Revised)

Assets: The Balance Sheet shows the Agency had total ask$1 .8 billion as of September 30, 2010, a desze
of $650 million (5 percent) below the previous ysaotal assets of $12.5 billion. The decreasgld9 million in
Commodity Inventories reflects a decrease in puseband issuance of Price Support Certificatesguily for
nonfat dry milk in fiscal year 2010. Producersthaa loan from CCC secured by pledged crop asteolh may
purchase Price Support Certificates in the Adjustextid Price below the applicable loan rate. Witharket prices
and the Adjusted World Price for certain crops@aging, commaodity certificate sales have decreased.

The increase in Fund Balance with Treasury istatteid to an increase in cash collections for P3iggport loan
repayments between fiscal years 2009 and 2010.

Assets Dollars in Millions
As of September 30 2010 2009 Variance Variance %
Fund Balance with Treasury $ 1,79% 1,315 $ 482 37%
Cash and Other Monetary Assets - 92 (92) -100%
Accounts Receivable, Loans and Credit Receivables, 9,834 10,726 (892) -8%
Commodity Inventories, Net 46 205 (159) -78%
General Property and Equipment, Net 57 44 13 30%
Other 81 83 (2) -2%
Total Assets $ 11,815 $ 12465 $ (650) -5%

Liabilities: The Balance Sheet shows the Agency had totalifieb of $18.5 billion as of September 30, 2010.
This represents a decrease of $4 billion belowptkeious year’s total liabilities of $22.5 billionThe decrease in
Debt to the Treasury is primarily due to a decréasmtes payable on the loan principal and theustof interest
on U.S Treasury notes. CCC increased repaymetite tbreasury and decreased its debts as a result.

CCC's financial statements as of September 30, 2@10ded a contingent liability of $100 millionrf@igford I
claim litigation, a legal case for which a paymbas been deemed probable. The decrease in Otlislitlda is
attributed to a downward adjustment from $1.25dillas of September 30, 2009 to $100 million aSeytember
30, 2010, following a decision by the Department #re Office of General Counsel that $1.15 billism liability
of the Farm Service Agency.

Additionally, the Public Liability included $286 thon in litigation related to Brazilian Cotton Indtry World
Trade Organization.

13
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Liabilities

Dollars in Millions 2010 2009 Variance Variance %
Accounts Payable $ 386 $ 302 $ 84 28%
Debt to the Treasury 3,274 4,877 (1,603) -33%
Loan Guarantee Liabilities 184 221 (37) -17%
Environmental and Disposal Liabilities 8 8 - 0%
Other 14,633 17,134  (2,501) -15%
Total Liabilities $ 18,485 $ 22,542 $ (4,057) -18%

Assets and Liabilities
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Ending Net Position:As of September 30, 2010 and September 30, 288%dency’s net position was ($6.7
billion) and ($10.1 billion), respectively. Net §tion is the sum of the Unexpended Appropriatid@smulative
Results of Operations, and Capital Stock.

Unexpended Appropriations and Cumulative Results oOperations
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Results of OperationsThe Commodity Credit Corporation categorizes thiecnst of operations based on the
Agency'’s strategic goals. Net cost of operatioas #11.1 billion and $14.2 billion for the fiscaars ended
September 30, 2010 and September 30, 2009, regggctiOverall total net cost of operations decegla®2 percent
from the prior year. As shown in the table bel@upporting Productive Farms and Ranches expensgsrise a
majority of the costs for the fiscal years endegtS&mber 30, 2010 and September 30, 2009. The tgdtit caused
the fluctuation in the Statement of Net Cost far fiscal year ended September 30, 2010 relatdgetiotiowing
strategic goals:

e Supporting Productive Farms and Ranches- For the fiscal year ended September 30, 201@ there
three contributing factors to the decrease fronptiier year. First, the decrease in the Price Supp
Commaodity Certificate program gross costs and ehreeenues was caused by market prices and the
Adjusted World Price for certain crops being higtiean the National Average Loan rate. Also the
recording of an anticipated court-ordered payma®t].15 billion contingent liability on CCC’s books
2009, was reversed and reassigned to another UgBricg in FY 2010. In addition, there was an
increase in milk prices in FY 2010 which led toexkase in gross cost for the Milk Income Loss

program.

» Supporting Secure and Affordable Food and Fiber The increase in net cost is due primarily to

increase in costs associated with U.S. Agencyrfarhational Development.

» Conserving Natural Resources and Enhancing the Enmanment — The increase in net cost is
primarily due to the initiation of disbursementiuaities of the new Biomass Crop Assistance Program
(BCA).

e Supporting International Economic and Trade Capaciy — The increase in net cost is primarily due to
two contributing factors. First there was an insgemn cost for P.L. 480 Direct Loans and secoritily,

recording of unfunded liability for Brazilian Cottdndustry.

Summary of Net Cost of Operations by Strategic Goal Dollars in Millions

For the Fiscal Years Ended 2010 2009 Variance Variance %

Supporting Productive Farms and Ran: $ 598. $ 10,33% $ (4,353 -42%

Supporting Secure and Affordable Food and F 245 15€ 87 56%

Conserving Natural Resources and Enhancin 2,425 2,222 203 9%
Environmer

Supporting International Economic Development 2,401 1,444 957 66%
Trade Capacity Buildir

Total Obligations $ 11051 $ 14,157 $ (3,106) -22%
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Supporting Productive Farms and Ranches
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Conserving Natural Resources and Enhancing the Ensonment
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Obligations and OutlaysBetween FY 2010 and FY 2009, Obligations Incurredrdased by $1.9 billion. For
Direct Obligations, the difference was due to astiljppayment to the Treasury.

Summary of Obligations Dollars in Millions
For the Periods Ended 2010 2009 Variance Variance %
Obligations Incurred:
Direct $ 4355 $ 4,420 $ (65) -1%
Reimbursable 22,438 24,232 (1,794) -7%
Total Obligations $ 26,793 $ 28,652 $ (1,859) -6%

Between FY 2010 and FY 2009, Net Outlays decrebgekil.6 billion. In FY 2010, there was a disbursatraf a
downward re-estimate from the Export Credit Guagarinancing Fund, 12X4337, for General Sales Mamagt
program subsidy and interest. A downward re-egérralicates that an excess subsidy had been @#ie t
financing account.

Summary of Net Outlays Dollars in Millions
For the Periods Ended 2010 2009 Variance Variance %
Net Outlays:
Gross Outlays $ 24996 $ 26,927 $ (1,931) -1%
Offsetting Collections (13,115) (13,559) 444 -3%
Less: Distributed Offsetting Receipts (576) (473) (103) 22%
Net Outlays $ 11,305 $ 12,895 $ (1,590) -12%

Budgetary Resources

55,000 5 $46,050
43,257
F40,000 A
$34,898
W $30,192 $31,643 $31 446 §31,.53
] $28,652

£ $30,000 $36,793 $26,832
=2
=]
v $20,000 A
&
o
[}

10,000

.T":O T T T T
2010 2309 2008 2007 2006
Fizcal Year
Budgetary Rzsoutces m Ohligations Incurred

18



COMMODITY CREDIT CORPORATION
Management Discussion and Analysis

Management Controls, Systems, and Compliance with
Laws and Regulations

FMFIA and FFMIA Assurance Statement

==

P
g:":gnsq::fz . TO: Jon M. Holladay
Agraulture Acting Chief Financial Officer

. Office of the Chief Financial Officer

Farm and Foreign
Agricultural
Services THROUGA;-James W. Miller f/&ﬂ/ AUG 3 D 2018
Commodity Credit Under Secretary
Corporation Farm and Foreign Agricultural Services
1400 Independence
é;f; ggijw FROM: Jonathan W. Coppe
Washington. DC Administrator
20250-0581 Farm Service Agency

Ricky T. Valentine
Chief Financial Offi
Controller, Commodity i¥ Corporation

SUBJECT: Fiscal Year (FY) 2010 Federal Managers’ Financial Integrity Act; Federal
Financial Management Improvement Act, the Office of Management and
Budget Circular A-123, Appendix A Certification Statement

This memorandum provides the Farm and Foreign Agricultural Services/Farm Service
Agency/Commodity Credit Corporation (FFAS/FSA/CCC) assertions to support the
Secretary’s annual assurances for the Federal Managers’ Financial Integrity Act (FMFIA).
This includes the assurance statements for the Office of Management and Budget (OMB)
A-123, Appendix A, “Internal Control over Financial Reporting,” and the Department’s
certification for the Federal Financial Management Improvement Act (FFMIA).

Federal Managers” Financial Integrity Act Assertions

1. Management is responsible for developing and maintaining internal control to ensure
the efficiency and effectiveness of operations, reliability of financial reporting,
compliance with applicable laws and regulations and the safegnarding of assets.

2. Internal control encompasses accounting and administrative controls. Such controls
inctude program, operational and administrative areas as well as accounting and
financial management.

Management has conducted its annual evaluations of internal control and financial
systems pursuant to Section 2 and Section 4 of FMFIA, respectively, for the period
ended September 30, 2010.

[¥8)

USDA is an Equal Opportunity Employer

AUG 30 2010
CCFD - )O0—7557]
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4. Based on the results of the evaluations, FFAS/FSA/CCC can provide reasonable
assurance that internal controls are operating effectively.

5. No new material weaknesses and no new significant deficiencies were identified; one
existing material weakness and three significant deficiencies remain; two significant
deficiencies were corrected; and one is currently in negotiation with the auditors to
reach Management Decision with the Office of Inspector General — CCC continues to
maintain a “non-concurrence” to the audit recommendation. These conditions are
subject to revision based on the final CCC Audit report to be completed in
November 2010.

6. Corrective action plans have been submitted in the Office of the Chief Financial
Officer’s (OCFQO) A-123 Document Tracking System (ADTS).

Internal Control over Financial Reporting Assertions

7. FFAS/FSA/CCC conducted its assessment of the effectiveness of internal control over
financial reporting as of June 30, 2010, in accordance with the guidance USDA’s from
the Office of the Chief Financial Officer/Planning and Accountability Division
provided on March 3, 2010 to the OMB Circular A-123, Appendix A, Assessment
Implementation team.

8. The assessment included risk assessments, process descriptions and flowcharts,
documentation of key controls, an assessment of the design of key controls, tests of
operating effectiveness of properly designed business process and general computer
controls in the financial reporting cycle and significant financial information systems,
summary of deficiencies, and the development of corrective action plans for control
deficiencies.

9. Management recognizes its responsibility for monitoring and correcting all control
deficiencies.

10. Based on the results of the assessment, FFAS/FSA/CCC can provide reasonable
assurance that internal controls in the financial reporting cycle and general computer
controls related to significant financial information systems are operating effectively.

11. No new material weaknesses and no new significant deficiencies were identified
during this fiscal year; no existing material weaknesses or significant deficiencies
remain. All 6 significant deficiencies were corrected.
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12. Documentation to support actions taken on significant deficiencies corrected during the
fiscal year is available in the ADTS application.

Federal Financial Management Improvement Act Assertions

13. FFAS/FSA/CCC management evaluated its financial management systems under
FFMIA for the period ending September 30, 2010.

14. Based on the results of our evaluation, we are in substantial compliance with Sections:
2. Applicable Federal Accounting Standards; 3. Standard General Ledger at the
transaction level; and 4. Information Security, Policies, Procedures and Practices. CCC
continues 10 be non-compliant in Section 1. Federal Financial System Requirements,
which is currently being addressed through the Financial Management Modernization
Initiative since 2004.

15. A corrective action plan has been submitted in ADTS.

Attached is a summary of the identified material weaknesses, significant deficiencies, and
system non-conformances.

Should you have any questions or require additional information please contact
Elizabeth L Russell, Audit Liaison, Office of Budget and Finance at 703-305-1283.

Attachment
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Federal Managers’ Financial Integrity Act (FMFIA)

Overview

The Federal Managers’ Financial Integrity Act (FMIFfequires ongoing evaluations of internal conaod
financial management systems. These evaluatiodsdean annual statement of assurance that:

» Obligations and costs comply with applicable lawd segulations;

» Federal assets are safeguarded against fraud,, \@adtenismanagement;

» Transactions are accounted for and properly rechrated

» Financial management systems conform to standarikjples, and other requirements to ensure that

Federal managers have timely, relevant, and cemsifinancial information for decision-making pusgs.

The Commodity Credit Corporation (CCC) annuallylasges its internal controls over financial repagtin
accordance with OMB Circular A-123, “ManagementissRonsibility for Internal Control,” Appendix A, riternal
Control Over Financial Reporting” (A-123, Appendix.

The CCC operates a comprehensive internal contogirpm. This program ensures compliance with the
requirements of FMFIA and other laws and OMB CiacslA-123, Appendix A, and A-127, “Financial
Management Systems.” All FSA/CCC managers mustrertiat their programs operate efficiently and efiely,
and comply with relevant laws. They must also emshiat financial management systems conform toicadge
laws, standards, principles, and related requirésném conjunction with OIG and GAO, the Department
management works aggressively to determine thecagtes of its material weaknesses so that iticactd

resources to focus on their remediation.

CCC remains committed to reducing and eliminathregrisks associated with its deficiencies. It @ives to

efficiently and effectively operate its programsompliance with FMFIA.

Fiscal Year 2010 Results

In compliance with the requirements of FMFIA, CO@liated, assessed, and tested its managementlsdatr
program, financial, and administrative operatidwetigh the OMB Circular A-123, Appendix A, assessnier
FY 2010.
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CCC has one existing material weakness. Theredsgstem non-conformance related to Funds Control

Management. The following exhibit summarizes treulereported in CCC’s’ Financial Statements Aurkfport.

TOTAL MATERIAL 1 1
WEAKNESSES

Conformance with Financial Management System Rements (FMFIA § 4)
Statement of Assurance Qualified
Material Weakness Beginning Resolved | Consolidated Reassessed

Funds Control Management 1 1
|| TOTAL NON-CONFORMANCE 1 1

Summary of Outstanding System Non-Conformance

System Non- 1. Funds Control Management Overall Estimated Completion Date FY 2012
Conformance

Existing System improvements needed in recording obligations at the transactions level. (CCC)

FY 2010 Accomplishments: FY 2011 Planned Actions:

CCC: CCC will:

* Enhanced the usage of the electronic Fund Management System (€FMS) | ® Incorporate transaction level obligations for the Conservation
by incorporating transaction level obligations for the Tobacco Transition Reserve Program (CRP) Annual Rental program as well as
Payment Program, and Direct Payments, that check funds availability at additional Farm Programs as they are implemented.
the time of obligation. e Continue to incorporate WBSCM programs into eFMS as those

* Implemented Web-based Supply Chain Management (WBSCM) to programs are moved from the Processed Commaodities Inventory
integrate obligation transactions for the Commodity Credit Corporation Management System (PCIMS) to WBSCM.

(CCC) Commodity Operations programs into eFMS for the programs e Continue to develop the MIDAS program, and to make sure
currently “live” or deployed in WBSCM. financial requirements are clearly captured in the design of this

e Completed planning phase and began software and acquisition phase of system.
the Modernize and Innovate the Delivery of Agriculture Systems (MIDAS)
project.

CCC continues to report a material weakness fgstem nonconformance based on the fact that themysannot
record an obligation at the time a contract is ateat by the county offices. The Funds Control Mgamaent
material weaknesses will be mitigated through timafcial Management Modernization Initiative (FMM¥hich

continues to be on track and fully implemented by2012.
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Federal Financial Management Improvement Act
(FFMIA)

The Federal Financial Management Improvement AEMIA) is designed to improve financial and program
managers’ accountability, provide better informatfor decision-making, and improve the efficiencyga
effectiveness of Federal programs. FFMIA requihed financial management systems provide reliatdasistent
disclosure of financial data in accordance withegally accepted accounting principles and standdiasse
systems must also comply substantially with: 1ddfal Financial Management System requirementapglicable
Federal accounting standards; and 3) the UnitegS&tandard General Ledger (USSGL) at the traiosdetvel.
Additionally, the Federal Information Security Mgiemnent Act (FISMA) requires that there be no sigatiit
weaknesses in information security policies, proces or practices to be substantially complianb\WwiEMIA. The

following exhibit contains the outstanding initias to achieve compliance.

Exhibit 1: Initiatives To Be Completed

Outstanding Initiatives to Achieve FFMIA Compliance

Section of Target Completion
Initiative Non-compliance Agency Date

Funds Control Management Federal Financial CCC 12/30/2012
Management System
reguirements.

Federal Financial Management System Requirements

CCC continues to develop a fully integrated funadlstiol system, the electronic Funds Managementegyst
(eFMS), within the FSA Core financial managemersteam. This work includes integration with CCC'’s geai
ledger system at the transaction level. eFMS s provide management with timely information tomitor and

control the status of budgetary resources recardéte general ledger.

FY 2010 accomplishments included:

« Enhanced the usage of eFMS by incorporating traiesalevel obligations for the Tobacco Transition
Payment Program, and Direct Payments, that chetsfavailability at the time of obligation.

* Implemented Web-based Supply Chain Management (WBSE€ integrate obligation transactions for
CCC Commodity Operations programs into eFMS forgiregrams currently “live” or deployed in
WSCM; and

* Completed Planning phase and begin Software andigitign phase of MIDAS.
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In FY 2011, CCC will:

Incorporate transaction level obligations for then€ervation Reserve Program (CRP) Annual Rental
Program as well as additional Farm Programs asdahejmplemented;

Continue to incorporate WBCSM programs into eFM3$hese program are moved from the Processed
Commaodities Inventory Management System (PCIMS)V®SCM; and

Continue to develop the MIDAS Program, and to nske financial requirements are clearly captured in

the design of this system.

In FY 2012, CCC will:

Complete software modifications to web-based pnogaaplications to send obligation transactions for
CCC Farm Programs.

Implement Financial Management Modernization Itikia (FMMI) for FSA program activity.

Complete Initial Operating Capability for FSA's Maydize and Innovate the Delivery of Agricultural
Systems (MIDAS).

Anti-deficiency Act (ADA)

FSA/CCC management has identified violations ofAh&-deficiency Act regarding the Biomass Crop istsnce
Program that must be reported to the CongresshenBresident.
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Limitations of the Financial Statements

The principal financial statements have been pexpt report the financial position and resultspérations of the
entity pursuant to the requirements of 31 U.S.A53f). While the statements have been prepaosdl the books
and records of the entity in accordance with Gdhlyefacepted Accounting Principles (GAAP) for Fedkentities
and the formats prescribed by OMB, the statemamstéaaddition to the financial reports used to itmrand
control budgetary resources which are prepared thensame books and records. The statements sheukhd

with the realization that they are for a comporedrthe U.S. Government, a sovereign entity.
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Part |l: Performance Sectio

(Unaudited)
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(Unaudited)

U.S. Department of Agriculture Strategic Goal

Assist rural communities to create prosperity so
they are self-sustaining, repopulating, and
economically thriving

\ 4 \ 4

CCC Strategic Goal

CCC Strategic Goal

Supporting
Productive
Farms and

Ranches

Supporting

Secure and

Affordable
Food and Fiber

Program Area

Income Support and Disaster Assistance

Program Area

Commodity Operations and Food Aid

Foreign
Agricultural
Service

v

Ensure our national

forests and private
working lands are

conserved, restored,

and made more
resilient to climate

CCC Strategic Goal

Conserving Natural
Resources and
Enhancing the
Environment

Program Area

Conservation

Farm Service Agency

v

Commodity Credit Corporation

29

Help America

promote agricultural

production and

biotechnology exports
as America works to
increase food security

v

CCC Strategic Goal

Supporting
International
Economic
Development and
Trade Capacity
Building

Program Area

Market Expansion
and Trade Building

Program Area

Export Credit
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Performance Section

Given that most of CCC services are carried othbyemployees of USDA agencies, the mission of @hs
towards the strategic goals of the Department disaseo the strategic goals of the Farm Servicery (FSA) and
the Foreign Agricultural Service (FAS). Each oddb strategic goals, in turn, has objectives tiygpart the results
that the Agencies want to achieve. The performameasures allow CCC to tangibly measure how wl it
achieving these objectives without creating a dapé reporting burden. The table above summattiees
relationship between the USDA's strategic goal tmedAgency’s strategic goal, CCC program area. tahke also
displays which USDA agency administers the stratggal.
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Income Support and Disaster Assistance Program Area

MISSION ELEMENT
Stabilizing, supporting, and protecting farm incoams prices.

Program Overview

CCC is the financial instrument for millions of onwe support and disaster assistance payments eackoy
agricultural commaodity producers. These paymetatisilize, support, and protect farm income andgsicCCC
payment volume for these programs is driven by codity market prices, payment eligibility rules dsished in
public policy, and natural or human-caused disast@CC payments are best explained in the confext
commodity crop year. A crop year is the year inclta crop is harvested. This creates some unigakkenges for
discussing payment trends and performance becaurep gear can overlap one fiscal year to the aagtnot

directly correspond to one year’s financial stateme

The Direct Crop and Counter-Cyclical Program (D@&R) key program in the Agency's effort to mitigatarket
losses. The Food, Conservation, and Energy A2068, (Public Law 110-234), enacted into law on Nay 2008,
authorized DCP for FY 2008 through FY 2012. FSAGCrovides direct payments (cash) to eligible crop
producers. The intent is to allow planting flekilyiwhile providing a safety net for producersorkerop years 2008
through 2012, eligible crop producers will recedarinter-cyclical (CC) payments if the effectivecgrfor the
covered commodity is less than the target priceffercovered commodity. CC payments vary as mantieds

change.

The FSA/CCC electronic Direct and Counter-cyclieayment Program (eDCP) service allows agricultural
producers to enroll in DCP online. Producers dawsose DCP payment options, assign crop sharesigmgdview,
print, and submit their DCP contracts from any catepwith internet access at any time. This seriscavailable
to all eligible producers for the 2008-2012 DCPgrean years and helps the Agency maintain participaates for
this program. While producers still have the optio sign up for the program in person at theinlddSDA Service
Center, offering sign-up options through the In&rimelps the Agency meet its performance objectives

accordance with the USDA mandate to expand E-Gtiempfor program participants.

The optional Average Crop Revenue Election Prog/@@RE), added under the 2008 Act, is an alternative
revenue-based safety net to the price-based saéprovided by counter-cyclical payments. Foipcyears 2009
through 2012, farms with covered commodity or pédase acres may participate in ACRE. Under ACRE,
producers may receive revenue-based paymentsateamative to receiving price-based CC paymeASRE

provides producers an option to protect againdirdesin market revenue. ACRE involves State amthfrevenue
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changes from guarantee revenue levels that arel lomseational prices, State planted yields, anch falanted
yields. A decision to elect ACRE may be made in afithe crop years 2009-2012; however, the ACREEt@nN is
irrevocable and cannot be changed from the tinedexftion through the 2012 crop year. Producerfsuons that
have elected ACRE must decide annually whethentoliein ACRE. Failing to re-enroll the farm wilender the
farm ineligible for program year farm program beétseéven though the election is effective. Prodsiceay elect
the ACRE alternative on a farm-by-farm basis. Boaids who elect and enroll a farm in ACRE agre€lpforgo
CC payments, (2) a 20 percent reduction in theeadipayments, and (3) a 30 percent reductionamthrketing

assistance loan rates for all commodities producethe farm.

ACRE payments are tied to current plantings orfahe as opposed to CC payments, which are tiedetdarm’s
base acres. ACRE payments are issued when twadticosdare met for a commodity. The first conditis met
when the actual state revenue falls below the #t&RE guarantee. The second condition is met whermctual
farm revenue falls below the farm ACRE guaranteeoducers on participating ACRE Program farms earive
both direct and ACRE payments, but the direct paytmaél undergo a 20 percent reduction. Land usedon-
agricultural purposes or land enrolled in the Coveiton Reserve Program, Grassland Reserve Progndrthe

Wetlands Reserve Program is not eligible for ACRE, or direct payments.

Direct payments are limited to $40,000 per persoentity minus the amount that direct paymentsradeiced
under ACRE. Total CC and ACRE payments are limitefi65,000 plus the amount that direct paymers ar
reduced. The limitation is attributed to entitéexl individuals, including indirect amounts receliterough entities.
Persons or legal entities whose average nonfarrastelj Gross Income (AGI) exceeds $500,000 areligitle for
direct, CC or ACRE payments. Also, persons orllegéties whose average farm AGI exceeds $750a080ot
eligible for direct payments under the DCP and ACREgrams.

Analysis of Results

CCC helps farmers manage market risk primarilyufgfoincome support and disaster assistance prograhese
programs help farmers and ranchers to address ffhagtwations in market conditions and unexpectatliral or
man-made disasters. These programs provide g sefeto farmers and ranchers and supports pradufarms

and ranches, thriving agricultural communities, katbased agriculture and secure and affordable &l fiber.

Maintain the percent of eligible base acres participating in
Direct and Counter-cyclical Payment Program (DCP) and
Average Crop Revenue Election (ACRE) program 95.00% 96.22% Exceeded

Threshold range: +-0.5 percent
Rationale for Met Range: Management determination.
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CCC exceeded its performance target for 2010 totaiai the percent of eligible base acres partigigah the DCP
and ACRE programs. Maintaining a high participatiate in the DCP and ACRE programs is importanabse
the associated program payments provide incentdregood land stewardship, crop and acreage refgpréind
maintaining green space. In order to participatbCP and ACRE, producers must be willing to comity the
following requirements: 1) share in the risk of ¢guoing a crop on base acres on a farm enrolleddR,and be
entitled to share in the crop available for margfirom the base acres or would have shared haababeen
produced; 2) annually report the use of the faomdgland acreage; 3) comply with conservation aatlamd
protection requirements on all of their land; 4jngdy with planting flexibility requirements; 5) usiee base acres
for agricultural or related activities; and 6) ot all base acres from erosion, including proxgdsafficient cover

as determined necessary by the county FSA commétekcontrolling weeds.
Other CCC Income Support and Disaster Assistancenaglishments during the year include:

= The Non-Insured Crop Disaster Assistance PrografiP)Nprovided a risk management tool for producers
of non-insurable crops that are unable to obtadp ansurance through an insurance product. NAP
enrollment was up, in part, because of the recasggge of the 2008 Act which requires participaition
NAP and/or purchase of crop insurance in orderio gligibility for other disaster programs autkzed
under the 2008 Act. NAP benefits paid have in@ddsom $52.4 million in FY 2009 to $82.2 millioa t
date in FY 2010.

= Over 22,800 Farm Storage Facility Loans (FSFLs)vwdsbursed from FY 2000 through 2010he Food,
Conservation and Energy Act of 2088ded hay and renewable biomass as eligible contimadin
August 2009, through the discretionary authorityegithe Secretary of Agriculture, cold storagelitées
for fruits and vegetables were also added to tbhgram. The FSFL Program has provided financing for
on-farm storage for over 683 million bushels ofidie FSFL commodities since FY 2000. FSFL
applications have increased from 1,717 in FY 2@03,290 in FY 2009, an increase of 1,573. As olfyea
August, FY 2010, 3,363 FSFLs have been approvedhlighted totaling over $265 million.

= The Marketing Assistance Loan Program (MAL) dislesraon-resource commodity loans during a crop
year. Likewise, the Loan Deficiency Payment (LIpR)gram issues approximately 99 percent of crop yea
LDP benefits electronically. In crop year 2009,888 LDPs were disbursed for a total of $124.5iamill
and 74,653 MALs were disbursed for a total of $8lion. To date in crop year 2010, approximately
8,307 LDPs have been disbursed totaling $14.8anilind 1,138 MALs have been disbursed totaling
$50.2 million.

= The Milk Income Loss Contract Program (MILC) applion and payment processing software was

released nationwide to State and County Officesligel 2, 2009. Approximately 97 percent of MILC
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payments issued to eligible milk producers wertheform of electronic payments during FY 2009.AFS
expects to again meet this 97 percent mark for 8¥02 As of August 17, 2010, approximately $831
million has been disbursed for FY 2009 and $10dionilhas been issued for FY 2010 MILC payments

using this software.

= The American Recovery and Reinvestment Act of gR€&very Act) provided $50 million for
Aquaculture Grant Program (AGP) to provide asstsan eligible aquaculture producers that suffered
financial losses associated with high feed inpstEduring the 2008 calendar year. In FY 2009, the
Commodity Credit Corporation (CCC) provided $47limil in grant funding to 37 participating States.
However in FY 2010 to date, CCC has collected A&Rrrds from States totaling $8.7 million and
provided approximately $1 million in additional gtdunding to States. It is anticipated that in EY10,
approximately $3.1 million of additional AGP grdanhding will be allocated to States that did nateige

enough grant funding in FY 2009 to cover all eligiaquaculture feed losses in the State.

Program Area Performance Summary (includes Plafstdns)

CCC hopes to expand protection opportunities fodpcers through the ACRE program through which pceds

may receive revenue-based payments as an altexnatprice-based Counter-Cyclical payments.

Actual Actual Actual Actual Estimate

Performance Measure 2006 2007 2008 2009 2010

Maintain the percent of eligible base acres
participating in Direct and Counter-cyclical 97.34% 96.91% 96.31% 95.99% 96.22%

Payment Program (DCP) and Average
Crop Revenue Election (ACRE) program

Participation in the DCP and ACRE programs has loeefining gradually. Producer participation iswdary and
there are a variety of reasons as to why produn@ght choose to not participate in the programsr éxample, the
base acreage may have been packaged and soldnadl parcel to a non-producer and, as a resul®tmall
parcel size, the associated direct and counteregygayments may not be large enough to enticéatidowner to
enroll in the programs. Due to relatively highges and strong market conditions for most of tigiteé loan
commodities, lower than average producer partimpas expected for the MAL and LDP programs.silt i
anticipated that MILC payments during FY 2011 W@l $27 million and $20 million during FY 2012. TRarm
Storage Facility Loans (FSFLs), which have beereiasing in number each of the last four yearsegpected to

continue increase its participation.
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Conservation Program Area

MISSION ELEMENT
Conservation of soil, air, and water resourcesmntkection and improvement of wildlife habitats

Program Overview

The focus of the USDA conservation programs adr@nesl by FSA is to use environmentally sound mamege
for agricultural lands to promote the conservatbnatural resources and enhance the environnirg.
Conservation Reserve Program (CRP) is the natlargest private-lands conservation financial aasist program
with a cumulative total of over 31.3 million enrdl acres. The CRP is a voluntary program availtabégricultural
producers to help them safeguard environmentaiigitiee land. CRP also contributes to increasddlifé
populations and has added more than two milliorksltie the North Prairie Region annually, recovesage and
sharp-tailed grouse populations in eastern Washingtate, increased ring-necked pheasant popusatol
increased grassland bird populations. Producemdled in CRP plant long-term, resource-conservagers to
improve the quality of water, control soil erosimd enhance wildlife habitat. In return, FSA pd®s participants
with rental payments and cost-share assistancatrdb duration is between ten and fifteen yedise long-term
goal for the FSA conservation programs is to proaéed enhance the Nation’s natural resources avidbeament to

meet the needs of current and future generations.

Analysis of Results

The Food, Conservation, and Energy Act of 2008 §28arm Bill) limited the maximum CRP enroliment3?
million acres beginning in FY 2010. FSA has eitimat or exceeded its targets established for FY0 201 has
made substantial progress in protecting watersbattthand enhancing soil quality. Enrolled acrasually reduce
soil erosion by more than 450 million tons, redoiteogen, phosphorus, and sediment leaving thd figlover 85

percent, and sequester over 44 million metric tfrearbon dioxide.

Increase Conservation Reserve Program (CRP) atres o
riparian and grass buffers (cumulative and in orilacres).
Thresholds range:-.5 1.99 2.02 Met
Rationale for Met Range: Management determination.

CRP: restored wetland acreage (million acres)
Thresholds range: +-.5

Rationale for Met Range: Management determination. L 2.05 Exceeded
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During FY 2010, FSA has met its enroliment targetGRP acres of riparian and grass buffers. Ripaagind grass
buffers intercept sediment and nutrients beforg thach surface waters. To measure performanaehieving its
strategy, FSA monitors acreage of agricultural faredbe enrolled as buffer zones in CRP. CRP tset i
performance target of 1.99 million acres for theamege. For FY 2010, producers have set aside sippately 2.02

million acres as CRP buffer areas.

Restored wetlands in CRP reached more than 2.lbmikres, exceeding the target by .06 million sicfEhese
restored wetlands are the result of several inigat including the 250,000-acre Bottomland Hardavdamber
Initiative, a 250,000-acre Non-floodplain Wetlandstoration Initiative, and a 150,000-acre PraigéhBle Duck
Nesting Habitat Initiative. The major increaselig to the announcement of increased incentiveseitain

wetland practices and expansion of the Prairie ®@etbuck Nesting Habitat Initiative.

Program Area Performance Summary (includes Plafstdns)

Wetlands and buffers have increased prime wildidbitat and water storage capacity and have ledch&t increase
in wetland acres on agriculture land. The CRPinaes to be acknowledged for its environmental biene

generated by long-term conservation contracts ptiotgair, soil, water, and wildlife resources. efthart below

illustrates the long term program performance ef@RP.

Performance Measure 2006 2007 2008 2009 2010
Actual Actual Actual Actual Estimate

Incre_ase Conservation Reserve Pr(_)gram (C_:RP_) gtre 1.86 1.92 20 203 202
riparian and grass buffers (cumulative and in wonilli
acres.)
Threshold: +-.5
CRP: restgred wetland acreage (million acres) 203 208 1.98 204 205
Threshold: +-.5

*Starting in FY 2010, the enroliment authority f6RP decreased to 32 million acres. The targetRGa0 were
reduced accordingly.

FY 2010 and FY 2011 enrollments are expected todbween 31 and 32 million acres. Sustained higtas prices
make the use of land for production more valuadderental rates for land in the Conservation ResProgram
(CRP) rise. CRP is expected to be fully enrolletha statutory cap of 32 million acres from 20kfotigh 2019.
Therefore, CRP payments are expected to rise oatlenately from about $1.8 billion in 2010 to $2illidn in
2019. While creating a challenging situation, F&#/ains strongly committed to attaining its conaéon and
global change objectives. Special focus will becptl on targeting and monitoring acreage impadtsein
President’s High Priority Performance Goals priodteas. In order to advance this area, FSA wilkéeking new

wetland contracts for more than 50,000 acres ih Bt 2011 and FY 2012, seeking contracts coveri@@0 acres
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to fulfill riparian buffers and grass filter goabnd continuing several initiatives, including 8&0,000-acre upland
bird buffer, the 150,000-acre Duck Nesting Habitétiative, and the State Areas for Wildlife Enhantent (SAFE)
initiative, a 650,000-acre initiative, announcedrivi 2007, to improve habitat for endangered, theeed, or high-
priority fish and wildlife species. The Departmatgo will continue the 250,000 acre initiativeréstore longleaf

pine. In the early 1700s, over 90 million acrefoofleaf pine ecosystem existed. Today, fewen foar million
acres exist.
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Commodity Operations and Food Aid Program Area

MISSION ELEMENT
Maintaining balanced and adequate supplies of algmial commodities and aiding in their orderlytdizution

Program Overview

Commodity Operations manages the acquisition, l@gd$torage, transportation, and disposition ofcadfural
commodities in order to carry out Commodity Cregliirporation (CCC) program commitments and to adsteni
the United States Warehouse Act (USWA). Theserarag help achieve domestic farm program price stppo
objectives, ensure the timely provision of varicosnmodities for domestic and international foodsaaace, and
administer a uniform regulatory system for stor@ggicultural products. Warehouse operators iseg®tmble
warehouse receipts to producers under the prodsbthe USWA. Producers who use the stored coritynad
collateral for a Marketing Assistance Loan (MAL) yrideliver the warehouse receipts to FSA as secfmity nine-
month MAL. FSA also works with its Dairy Produatd® Support Program (DPPSP) partners to proviee aate,
secure storage capacity to maintain quality andavgthe purchase and delivery of food aid. Fogxistance
purchases support domestic programs such as tienslbschool Lunch Program and The Emergency Food
Assistance Program, as well as international faddraough the U.S. Agency for International Deyeteent and
the United Nations' World Food Program.

Analysis of Results

The FSA/CCC performance measure “Reduce the averagber of days between warehouse examinationsyi is
track to achieve its target to reduce the average between warehouse examinations. The FY 20g@tiés 400
days between examinations. In FY 2010, the examimawere performed more frequently, an averagibfdays
between examinations. The more frequently waredmage examined for compliance by FSA warehouse
examiners, the sooner any potential complianceegquest infestation, or deterioration of qualdly dommodities
in store will be discovered. From FY 2009 throdh 2010, changes to regulatory oversight and exatioin
requirements have been implemented. For exametgnbing in April, 2009, State licensed warehousere not
required to submit to examinations under the Unif@rain and Rice Storage Agreement (UGRSA) for CCC
interest commodities. This change freed staffolocentrate on USWA licensed warehouse examinat©oon
Storage Agreement (CSA) examinations, and UGRSAn@ations in States without licensing or storage
regulations. This led to a reduction in time betwexaminations in FY 2009 and FY 2010. The paticgnge has
shifted the role of CCC to that of a depositorien lholder with no special rights or authority. ollner factor that
has impacted the days between examinations ithetion in inventories held by CCC due to limitedn
forfeitures and liquidation of the Bill Emerson Hanitarian Trust and the minimal time that stocksmaaintained

in CCC inventory.
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As staffing has decreased, management has implethpmicedures to conduct warehouse examinatiomsiléiple
locations in a non-traditional manner designedutat@vel expenses while maintaining the integoityhe

examination. This process and continued use ofreleic documents has helped the efficiency ofptlegram.

Fiscal Year 2010

Annual Performance Goals and Indicators 2010 Target 2010 Estimate Result

Reduce average time between warehouse examinations (in

days) 400 345+ Exceeded
Threshold range: >102 percent Target

Rationale for Met Range: Management determination.

*Projection as of August 18, 2010

The CCC FY 2010 performance target of 400 days éetvwarehouse examinations was surpassed witmithual
projection of only 345 days. In FY 2009 and 204xaminations in State licensed UGRSA warehouses wer
discontinued for the most part due to policy chamggarding oversight over CCC interest commodities
Examination staff was able to shift priorities tS8WA warehouse examinations, CSA examinations, dBRSA
examinations in states without licensing or stonaggulations. Factors affecting the time betweemgnations of
these warehouses include: 1) funding for the exatiuin program; 2) CCC policy and regulations regaydgtorage
and oversight; 3) the length of time CCC-owned caities are in storage; and 4) staffing and staféés during
FY 2010. Retirements have reduced staff eveneanuimbers of USWA licensed warehouses have inatease
Examination division staffing has declined fromi@lanuary of 2006 to 68 in July of 2010. The@mly 43
warehouse examiners currently in the field throughbe United States. These warehouse examinetsazed in
strategic locations to perform timely examinatiofie reduction in staff is anticipated to incretisetime between
examinations. Examiners have to travel fartherieduct examinations. Some examinations that reqeams
pose logistic problems because of the additiomaktrrequired to bring the teams together. Umwltilitional staff

can be hired, management anticipates increasedog&yeen examinations in the next fiscal year.
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Program Area Performance Summary (includes PlaAgadns)

For the past several years, the average numberysflibtween examinations has been less than thed.tar
Commodity operations will continue to facilitateda@ncourage electronic commerce to reduce costdelags
associated with marketing and delivering commosliti# will implement and encourage increased fficies
through non-traditional examination processes.

Performance Measure 2006 2007 2008 2009 2010

Actual Actual | Actual Actual Estimate

Reduce average time between warehouse
examinations (in days)

Threshold range: >102 percent 384 381 387 363 345*
Rationale for Met Range: Management
determination.

*Projection as of August 18, 2010

CCC will continue to provide food assistance pusesasupport to domestic and international programisile
there is currently no CCC inventory of dairy progiicCommodity Operations is currently projecting EY12
DPPSP purchases of 15 million pounds of non-fatrdiitig, one million pounds of cheese, and .5 milljmounds of
butter. Commodity Operations will continue itscets to reduce the number of days between exaromats the
performance measure for the program. However, CoditpnOperations anticipates an increase in thes day
between examinations until hiring is authorizediltovacancies caused by retirements within theamigation.
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Marketing Expansion and Trade Building Program Area

MISSION ELEMENT
Developing new domestic and foreign markets andketarg facilities for agricultural commodities.

The Foreign Agriculture Service (FAS) promotes nedxpansion and trade building through cooperative
agreements between CCC and nonprofit agricultuadlet commodity groups and through grant agreenvettts
private voluntary organizations, foreign governnseand the World Food Program. USDA uses funds or
commodities from CCC to encourage development, t@aénce, and expansion of commercial export mafkets
agricultural commaodities.

Program Area Performance Summary

Key Performance

Key Performance Measures Measures 2010 2009 2008 2007 2006
In Millions ($)
Application Response
Time—Food Aid (in days)
800 - ** Estimate; Final data not A £ s £ A
yet available
600 -
400 - Key Performance Measures
(In Days)
200 -
150

0 ? T T T ]
125 4
2010** 2009** 2008* 2007* 2006* 100 4
Fiscal Years 25
w=t== Actual Sales for Small Companies

a0 A

Key Performance 25

Measures 2010 2009 2008 2007 2006

Target Dollar value of 0 . : . . ,
el Sl ey Sl 2010 2000 2008 2007 2006

companies (dollars in

millions) **800 | **750 | 700* | 462* | 460*
* Target exceeded =g A pplication Response Time
** Estimate; Final data
not yet available

Fiscal Year

Key performance measures for the Market ExpangidnTaade Building program area are noted abovd taitgets
established for FY 2007.
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Program

USDA FOOD AID PROGRAMS

Strategic Goal

biotechnology exports as America works to increas®od

Help America promote agricultural production and

Market Expansion

and Trade Building

security Program Area

Lead Agency

Foreign Agricultural Service(FAS)

Recommendations for

Performance Measures
Develop and implement a new
food aid database with user web
interface - the Food Aid
Information System

The USDA food aid programs address non-emergeray fieeds of developing countries through donatiwhlang-term
low interest loans for the purchase of U.S. agtizal commodities.

Status of Implementing Recommendations

Action taken, but not completed. USDA has seleetéidm to build the Food Aid
+ Information System (FAIS).

Improve the timeliness of
notifying cooperating sponsors
when they are late in submitting
required semi-annual reports on
logistics and monetization.

Action taken. FAS sends delinquency letters t@pizpations that fail to report. The
letters are sent within 60-90 days of the infractio

FAS has developed and continu
to refine a new food security

annual performance measure an
baseline.

2sThe USDA food aid programs meet both developmedtrartrition needs and involve
direct distribution of food and monetization of cmwdities donated. The developmen

daspects of food aid involve the monetization (saféhe food aid and the
implementation of long-term development projectt thenefit the people of the
recipient country. The Food Aid Targeting Effeetiess Ratio (FATER) examines the
degree to which food aid contributes to reducirmgantry's food distribution gap. The
food distribution gap is the amount of food neettechise consumption of each incom
group to the minimum nutritional requirement. Whiea FATER is zero, then this
suggests that food aid was given to a country ant@s, in which all people were at 0
above the minimum nutritional requirement. Whea BATER is 100, then it is
estimated that food aid raised the consumptionl @i@me groups in a recipient
country or countries to the minimum nutritional ueg@ment level or above. USDA is
also developing frameworks for the food aid progsand will be incorporating results
oriented management.

ww

Financial management
improvements in the areas of
credit reform, budget reporting
and reimbursements are on-goin

Completed. MARAD reimbursement process has img®ignificantly. Improvement
in the reconciliation and reporting of unobligatedances have been made and will be
strengthened through development of the Food Aforination System.

9

FAS has contracted for a review
of food aid information and
reporting systems that will
identify areas for improvement in
IT systems that will lead to
program efficiencies down the
road. This review is on-going.

Completed. Improvements in the food aid informa@md reporting systems will be
achieved through implementation of the Food Aidinfation System. Development d
the database system began in FY 2006. The sed¢ws# pf implementation began in
FY 2009.
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Program

USDA FOREIGN MARKET
DEVELOPMENT PROGRAMS

Strategic Goal

biotechnology exports as America works to increas®od

Market Expansion

Help America promote agricultural production and
P P 2 b and Trade Building

security Program Area

Lead Agency

Foreign Agricultural Service

FAS are used to help producers,
commodities overseas.
Recommendations for
Performance Measures
Reallocate funding to target fund
to those that would benefit the
most from the programs.

The purpose of these programs is to expand madidets S. agricultural commodities. Government fanqutovided through

exporters, pro@tganies, and other trade organizations promde agyricultural

Status of Implementing Recommendations

sCompleted. Review of the application review predeas been completed and progra
allocation criteria ensure that funds are targétetiose non-profit industry groups with
a demonstrated ability to make the most effectse af the funds. Enhancements to t
program evaluation process were completed in M&y 20

ne

Include performance measures i
the Foreign Agricultural Service’
strategic plan.

n Completed. Relevant performance measures haveibdaded in FAS’ Office of
5 Trade Programs’ (OTP) final strategic plan.

Work with cooperators to
systematically collect long-term
performance information for use
in the OTP strategic plan.

Dropped, replaced with program-wide cost-benefitigtresults which were completed
March 2010.

Complete enhancement of the
Unified Export Strategy online
system for the 2011 program yes

Completed. Assigned contractor completed the @drsoftware enhancement/upgrad
in time for the 2011 application program year.
ar,
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Export Credit Program Area

MISSION ELEMENT
Developing new domestic and foreign markets andketarg facilities for agricultural commodities.

CCC promotes exports of U.S. agricultural commedithrough sales, payments, export credits, aret ottated
activities. Currently, CCC makes available expoedit guarantees and export bonuses to promotartsxpThese
programs are administered by FAS and FSA on beth&iCC.

Program Area Performance Summary

Key Performance Measures
In Billions ($)

10

4
. ./ \\

0 T T T T
2010 2009 2008 2007 2006

Fiscal Year

—=— Trade Value from GSM

Key Performance Measures

Estimated trade value resulting from USDA GSM exp

credit guarantee programs (dollars in billions) SHEF B Sl B LEE

* Estimate; Final data not yet available
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Program Overview and Performance

AGRICULTURAL EXPORT CREDIT

. GUARANTEE PROGRAMS )
Help America promote agricultural production and Market Expar_13|_o n
Strategic Goal biotechnology exports as America works to increasieod and Trade Building

security Program Area

Lead Agency Foreign Agricultural Service
CCC'’s Export Credit Guarantee Programs (ECGPs)wrage U.S. agricultural exports by underwritingdiréo pay for food
and agricultural products sold to foreign buyers.

Recommendations

for Performance Measures

Review and modify underlying | Action Taken But Not Completedr he initial phase of the study determined that
assumptions of defaults and historical assumptions used to estimate recovaridsestructurings were
recoveries significantly understated, thereby overstatingphegram's overall "subsidy"
cost. The revised assumptions on recovery andristructuring reduced the
subsidy to 0.87 percent for FY 2009, -1.21 peraeifitY 2010 and -0.86
percent (estimated) in FY 2011, a significant rdigucover previous years
The second phase of the project, which is near tatiop, would employ
macroeconomic indices to better forecast counsly and claims and recoverigs
at the individual registration level, thus impragithe ability to charge program
fees appropriate to cover costs and losses.

Status of Implementing Recommendations
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Commodity Credit Corporation
CONSOLIDATED BALANCE SHEETS
As of September 30, 2010 and 2009
(Dollars in Millions)

2010 2009
Assets:
Intragovernmental:
Fund Balance with Treasury (Note 2) $ 1,797 $ 1,315
Accounts Receivable, Net (Note 11€ 12¢
Other 1 2
Total Intragovernmental Assets $ 1,914 $ 1,446
Cash and Other Monetary Assets (Note 3) - €2
Accounts Receivable, Net (Note 4) 4,247 5,057
Direct Loans and Loans Guarantees, Net:
Commodity Loans, Net (Note 5) 673 414
Credit Program Receivables, Net (Not 4,79¢ 5,12¢
Subtotal $ 5,471 $ 5,540
Commodity Inventories and Related Property, Nett¢Ng 46 205
General Property and Equipment, Net (Note 8) 57 44
Other 80 81
Total Asset: $ 11,81¢ $ 12,46¢
Stewardship Land (Note 1)
Liabilities:
Intragovernmental:
Debt to the Treasury (Note 10) $ 3,274 $ 4,877
Other:
Resources Payable to Treasury(Note 12) 2,447 2,744
Deposit and Trust Liabilities (Note 11) 1,356 974
Other (Note 12) 203 592
Subtotal $ 4,006 $ 4,310
Total Intragovernmental Liabilities $ 7,280 $ 9,187
Accounts Payable 386 302
Loan Guarantee Liability (Note 6) 184 221
Environmental and Disposal Liabilities (Note 13) 8 8
Other Liabilities:
Accrued Liabilities (Note 14) 10,227 11,560
Deposit and Trust Liabilities (Note 11) 7 7
Other (Note 12) 393 1,287
Subtotal $ 10,627 $ 12,824
Total Liabilities (Note 9) $ 18,485 $ 22,542
Commitments and Contingencies (Note 15)
Net Position:
Unexpended Appropriations $ 1,853 $ 2,028
Capital Stock 100 100
Cumulative Results of Operations (8,623 (12,205)
Total Net Position $ (6,670) $ (10,077)
Total Liabilities and Net Position $ 11,81¢ $ 12,46¢

The accompanying notes are an integral part okthegements.
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Commodity Credit Corporation
CONSOLIDATED STATEMENTS OF NET COST (NOTE 16)
For the Fiscal Years Ended September 30, 2010 60@ 2
(Dollars in Millions)

2010 2009
Strategic Goals:
Supporting Productive Farms and Ranches:
Gross Cost $ 6,141 $ 12,6€2
Less: Earned Revenue 159 2,347
Net Goal Cost $ 5,982 $ 10,35
Supporting Secure and Affordable Food and Fiber:
Gross Cost $ 279 $ 171
Less: Earned Revenue 36 15
Net Goal Cost $ 243 $ 156
Conserving Natural Resources and Enhancing the Ensanment:
Gross Cost $ 2,426 $ 2,223
Less: Earned Revenue 1 1
Net Goal Cost $ 2,425 $ 2,222
Supporting International Economic Development and Tade Capacity Building:
Gross Cost $ 2,726 $ 1,749
Less: Earned Revenue 325 305
Net Goal Cost $ 2,401 $ 1,444
Total Gross Cost $ 11,572 $ 16,825
Less: Total Earned Revenue 521 2,668
Net Cost of Operation: $ 11,051 $ 14,157

The accompanying notes are an integral part obthtzgements.
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Commodity Credit Corporation
CONSOLIDATED STATEMENTS OF CHANGES IN NET POSITION
For the Fiscal Years Ended September 30, 2010 @d@ 2
(Dollars in Millions)

2010 2009

Capital Stock $ 100 $ 100
Cumulative Results of Operations:

Beginning Balance $ (12,205 $ (10,324)
Budgetary Financing Sources:

Appropriations Used 17,252 13,929

Non-exchange Revenue 3 8

Transfers infout without Reimbursement, Net (3,756) (2,445)
Other Financing Sources (Non-Exchange):

Transfers infout without Reimbursement, Net (232) (550)

Imputed Financing 1,378 1,334

Other (12) -
Total Financing Sources $ 14,633 $ 12,276
Net Cost of Operations (11,051} (14,157)
Net Change $ 3,582 $ (1,881)
Cumulative Results of Operations $ (8,623 $ (12,205)
Unexpended Appropriations:

Beginning Balance $ 2,028 $ 1,470
Budgetary Financing Sources:

Appropriations Received 17,077 14,494

Other Adjustments - (7)

Appropriations Used (17,252} (13,929)
Total Budgetary Financing Sources $ (175) $ 558
Total Unexpended Appropriations $ 1,853 $ 2,028
Net Positior $ (6,670 $ (10,077

The accompanying notes are an integral part obthegements.

49



COMMODITY CREDIT CORPORATION

Consolidated Financial Statements

Commodity Credit Corporation
COMBINED STATEMENTS OF BUDGETARY RESOURCES
For the Fiscal Years Ended September 30, 2010 @d@ 2
(Dollars in Millions)

2010 2009
Non-Budgetary Non-Budgetary
Credit Program Credit Program
Budgetary Financing Accounts Budgetary Financing Accounts
Budgetary Resources:
Unobligated balance, brought forward, October 1: $ 190 $ 972 $ 2,098 $ 2,516
Recoveries of prior year unpaid obligations 1,332 34 182 1C
Budget authority:
Appropriation 18,014 - 15,444 -
Borrowing authority (Note 17) 39,064 1,19¢ 28,870 340
Spending authority from offsetting collections:
Earned:
Collected 11,295 501 11,722 553
Change in receivables from Federal sources 13 - (89) -
Change in unfilled customer orders:
Advance received 382 - 154 -
Without advance from Federal sour - (29) - (18)
Expenditure transfers from trust funds 937 - 1,130 -
Subtotal $ 69,705 $ 1,681 $ 57,23,  $ 875
Nonexpenditure transfers, net, actual (3,617) - (2,241) -
Permanently not available (41,586 (348) (27,445) (1,583)
Total Budgetary Resource $ 27,85:¢ $ 2,33¢ $ 29,82t $ 1,81¢
Status of Budgetary Resources:
Obligations incurred:
Direct $ 3,127 % 1,22¢ $ 3,574 % 84€
Reimbursable 22,438 - 24,232 -
Subtotal $ 25,565 $ 1,22¢ $ 27,806 $ 846
Unobligated balance:
Apportioned $ 305 $ 861. $ 330 $ 363
Exempt from apportionment 1,188 5 84.. 4
Subtotal $ 1493 $ 86€ $ 1,172 $ 367
Unobligated balance not available 795 245 848 605
Total Status of Budgetary Resource $ 27,85:¢ $ 2,33¢ $ 29,82t $ 1,81¢
Change in Obligated Balance:
Obligated balance, net
Unpaid obligations, brought forward, October 1 $ 9,542% 15¢ $ 7,967 $ 201
Less: Uncollected customer payments from Federatss,
brought forward, October 1 (233) (177) (322) (195)
Total unpaid obligated balance, net $ 9,309 $ (18) $ 7,645 $ 6
Obligations incurred, net 25,565 1,22¢ 27,806 846
Less: Gross outlays (23,881 (1,115) (26,049) (878)
Less: Recoveries of prior year unpaid obligati@tsyal (1,332) (34) (182) (1C)
Change in uncollected customer payments from Fedeuaces (1%) 1< 89 186
Total Change in Obligated Balanc $ 9,648 $ 80 $ 9,309 $ (18)
Obligated balance, net, end of period:
Unpaid obligations $ 9,894 % 238 $ 9,542 $ 15¢
Less: Uncollected customer payments from Federatss (246) (15¢) (23%) (177)
Total, unpaid obligated balance, net, end of period $ 9648 $ 80 $ 9,309 $ (18)
Net Outlays:
Gross outlays $ 23,881 $ 1,11¢ $ 26,049 $ 878
Offsetting collections (12,614 (501) (13,006) (553)
Less: Distributed Offsetting receipts - (576) - (473)
Total Net Outlays $ 11,267 $ 38 $ 13,04! $ (148

The accompanying notes are an integral part obtetements.
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Note 1 - Significant Accounting Policies

Reporting Entity

The Commodity Credit Corporation (CCC or the Cogtimn) is a Federal corporation operating withid #mrough
the United States Department of Agriculture (USDA)was established to stabilize, support, andgmtofarm
income and prices, assist in the maintenance afhload and adequate supplies of agricultural comtiesdiand
facilitate the orderly distribution of those comniteas.

CCC's statutory authority for its operations istiduin the CCC Charter Act, 15 U.S.C. 714, et sEe
Corporation is managed by a Board of Directorsetiitjo the general supervision and direction ofSberetary of
Agriculture who is arex-officiodirector and chairperson of the Board. The mesbéthe Board and the
Corporation's officers are officials of USDA.

CCC operations are financed through appropriatadsias well as an authority to borrow from the U.@asury
(Treasury). The Treasury also holds capital stodke amount of $100 million with no obligation repay, on
which the Corporation pays interest. CCC recediesct appropriations for several of its foreigisiaiance
programs and special activities, such as disagterRermanent indefinite borrowing authority egi&tr programs
subject to the Federal Credit Reform Act of 19%amended (Credit Reform). Receipts flowing thtoG@gC's
related revolving fund include proceeds from thie e CCC commodities, loan repayments, interesbrine, and
various program fees.

CCC has no employees or facilities. Its prograresagiministered through various agencies incluti8iA’s
Farm Service Agency (FSA), Agricultural Marketingr@ice (AMS), Natural Resources Conservation Servic
(NRCS), Foreign Agricultural Service (FAS), and theited States Agency for International Development
(USAID). The accompanying financial statementduide an allocation, as appropriate, of salarieseamnses
(e.g., facility costs) incurred by these agenciesother instances, CCC reimburses the other agefar their
administrative costs.

Basis of Presentation

The Corporation’s financial statements report tharfcial position and results of operations of Q@@suant to the
requirements of 31 U.S.C. 3515 (b). These stat&srteave been prepared from the accounting recdrile o
Agency as of September 30, 2010 and Septembel089, i accordance with generally accepted accogintin
principles for Federal entities and policies prisaut in the Office of Management and Budget (OMB@ar A-
136, Financial Reporting Requirement©MB financial reporting guidelines require thegentation of
comparative financial statements for all princifi@ancial statements. The statements are in andidit the external
financial reports used to monitor and control budgeresources, which are also prepared from CQ€reral
ledger. These financial statements have been méfar the Corporation which is a component of ths.
Government, a sovereign entity.

Basis of Accounting

The accounting structure of Federal agencies igded to reflect both accrual and budgetary acdéognt
transactions. Under the accrual method, revengeseaognized when earned, and expenses are reedgmhen a
liability is incurred without regard to receipt payment of cash. The budgetary accounting priesipbn the other
hand, are designed to recognize the obligatiomd$ according to legal requirements, which in meases is prior
to the occurrence of an accrual-based transacfitwe. recognition of budgetary accounting transastis essential
for compliance with legal constraints and contlsr the use of Federal funds. The financial stetgs include
all Treasury funds of CCC, which encompass its dstimand foreign activities. CCC consolidatescabts related
to its child activities for the allocated fundsrtsfers and shared appropriations. In consolidatigra-agency
activities and balances have been eliminated exXoeplte Statement of Budgetary Resources (SBRigiwis
presented on a combined basis as required by ONdagce.
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CCC modified its accounting practices for the Conation Reserve Program (CRP) in FY 2010. The ghaf
practice was to record obligations of funds acaaydo budgetary accounting principles and legaliregnents.
CCC received funding from OMB in FY 2010 to allolmetrecordation of the CRP agreements as obligatioits
books and records. This will be reflected as eenmdtvariance on the SBR. Previously CRP recoatednfunded
expense and payable to reflect the agreements widald be paid in the subsequent year.

Fund Balance with Treasury
CCC disbursements are made by checks or electhomils transfers that are deducted from CCC’s adcatun
Treasury. Generally, receipts and disbursememnt€®&C are processed by the Federal Reserve Baristgm.

Cash

Treasury requires that the Fund Balance with Tngaamounts reported via Federal Agencies' Cengdlikrial
Balance System Il (FACTS Il) be in agreement witkasury’s records. To comply with these requiretsiezash
timing differences due to deposits in-transit otstanding checks are reported as “in-transit”. Tasgh balance
consists of these timing differences as a resuhaofing processing times and cut-off dates betwe€r, Treasury,
and other USDA entities.

CCC does not maintain cash in commercial bank atsou

Accounts Receivable
Accounts receivable arise from claims to cash beoassets against other entities based on legailspyns, such as
payment due date or goods or services provided.

Accounts receivable are adjusted by a valuatiaalhce based on historical collection, write-ofbimation, and
other analysis which reduces the receivables to éséimated net realizable value.

Commodity Loans

CCC makes both recourse and nonrecourse loanstiugers of designated agricultural commoditiesthincase
of nonrecourse loans, producers have the optiortaprepay the principal plus interest; (b) fortas designated
commodities, repay the loan at the market ratécat maturity, forfeit the commodity in satisfact of the loan.
These loans are not subject to the accounting gpatrting requirements of Credit Reform (Note 6)aduse these
loans are less than 12 months in duration.

Interest is accrued on the unpaid principal balafa@mmodity loans and is included in the reporiet
commodity loans receivable balances.

Commodity loans are reported net of an allowanceléubtful accounts which reduces the loans ta #timated
net realizable value. The allowance is based ere#ftimated loss on ultimate disposition when e likely than
not that the loans will not be fully collected. WHMCCC disposes of forfeited commodities, dependmthe type
of disposition, any loss on the disposition is il as either a cost of sales or donation.

Tobacco Transition Payment Program (TTPP)

The American Jobs Creation Act of 2004, which ideld the Fair and Equitable Tobacco Reform Act (i),
effectively ended the tobacco loan program for C®@bich provided recourse loans to tobacco produgetgiota
holders. The quota holders are the landownerseofarm where a tobacco quota was assigned. uastdhe
guantity of tobacco required to meet the natiomahdstic needs during the year. That national atnwas
allocated among all the prior year quota holdersstablish the quantity of tobacco that each imlligl quota holder
could market during the program year.
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The Law required CCC to dispose of its outstandafigacco loan portfolio and establish contracts itld make
payments to tobacco producers and quota holddrarsition from the previous price support progtara free
market. This transition period encompasses tersyaad began in fiscal year (FY) 2005. The Lavhartized a
total maximum of $10.14 billion over the periodctaver the realized losses of $292 million relatethe
disposition of the tobacco loan collateral in FYOB0making payments to producers and quota holdadspther
eligible expenses. CCC estimates that payments meer the 10-year period will be approximately7$iillion to
quota holders and $2.9 billion to tobacco producdiise total source of revenue or other financiogtfie program
is intended to be derived from assessments leped manufacturers and importers of tobacco procarods
collected quarterly. Manufacturers and importeesexpected to pass these costs on to consumtaisaufco
products through increased sales prices. All cttbes from the tobacco industry are deposited th&éoTobacco
Trust Fund.

Generally, payments are made to quota holders eotlipers in January, which is prior to the quaytedllection
of assessments from the tobacco manufacturersngpaiiers. Because of the difference in timinghef tollections
and assessments, collections will not match digmests on an annual basis. The Law allows CCQalvang
fund to make payments to the quota holders andyserd and allows for reimbursement from the Tobduocst
Fund. The assessments collected from the tobacdusiry are subsequently transferred to CCC'’s xéwglfund,
reimbursing that fund for the payments made to @hotders and producers based on approved contracts

In FY 2005, CCC recognized a public receivabletfier present value of the expected future collestioom the
manufacturers and importers over the 10-year pewting in 2014. In addition, CCC recognized arriaed
liability for the present value of the remainingypaut amount to the quota holders and produceescaBse the trust
fund collections from the tobacco manufacturersiamgbrters are intended to fund the payments tdayjbolders
and producers, the present value of the publicvabée and the liability were reported in equal amis on the
balance sheet in FY 2005. As actual activity os@ach fiscal year, the receivable and accrueditjabstimates
are adjusted to reflect the expected cash flowshremaining period of the contracts, as wethashistorical
collection and disbursement activity.

Credit Reform Accounting

Purposes of The Federal Credit Reform Act of 1980RA) include measuring more accurately the cosEederal
credit programs and placing the cost of credit paots on a budgetary basis equivalent to other Bédpending.
The FCRA applies to direct loans and loan guaranteggde on or after October 1, 1991.

Direct loans are a disbursement of funds by thee@awent to non-Federal borrowers under contraetsrédguire
the repayment of such funds within a certain tiniih wr without interest. It includes the purchaseor
participation in, a loan made by another lenderfamahcing arrangements that defer payment for niose 90
days. Loan guarantees represent insurance thpagiment of all or part of the principal or intdrea any debt
obligation of a non-Federal borrower to a non-Fabtkender will be received by the non-Federal lende
defaulted loan guarantee occurs if the borrowds faimake a payment pursuant to the terms of bhigation.

The cost of direct loans is accounted for on gpnesent value basis at the time when the directi®disbursed. It
includes the cash flows of loan disbursements;ynegats of principal, payments of interest; recoa®ior proceeds
of asset sales; and other payments by or to the@ment over the life of the loan. The presenteaomputation
also contains effects for estimated defaults, preygats, fees, penalties, and any expected actoih, as the
exercise by the borrower of an option includedhia lban contract.

The cost of loan guarantees is also accountedrfar et present value basis at the time when theagteed loan is
disbursed. The cost includes the estimated casisfof payments by CCC to cover defaults and deéngies,
interest subsidies, and other requirements, pay1er€@CC including origination and other fees, e and
recoveries, including the effects of any expecttbas by CCC and the exercise by the guarantewteteor the
borrower of an option included in the loan guarerdentract.
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In estimating net present values, the discountisdee average interest rate on marketable Trgasaurities of
similar maturity cash flows of the direct loan oah guarantee for which the estimate is being m&dbeen funds
are obligated for a direct loan or loan guararntee estimated cost is based on the current assunspdidjusted to
incorporate the terms of the loan contract.

The credit program account is the budget accouatvitich an appropriation to cover the cost ofradiloan or
loan guarantee program is made and from which sashis disbursed to the financing account. Tharfting
account is the non-budget account or accounts @$sdavith each credit program account that hollarces,
receives the cost payment from the credit progrecoant, and also includes all other cash flowsnid faom CCC
resulting from direct loan obligations or loan gastiee commitments made on or after October 1, 199&.
liquidating account is the budget account thatudek all cash flows to and from CCC resulting frdinect loan
obligations or loan guarantee commitments made poi®©ctober 1, 1991. These accounts are showheifrederal
budget on a cash basis.

Collections resulting from direct loans obligatedaan guarantees committed prior to October 1119%e credited
to the liquidating accounts. The amounts creditedavailable to the same extent that they werisdna to

liquidate obligations arising from such direct lsarbligated or loan guarantees committed priordmer 1, 1991,
including repayment of any obligations held by Bepartment of Treasury. The unobligated cash lsataof such
accounts that are in excess of current needs reusabsferred at least annually to the general fifritle Treasury.

Credit Program Receivables
CCC has several credit programs subject to Cresfioith requirements (Refer to Note 6). Credit pangr
receivables consist of:

= direct credits extended under Public Law 83-48Q.(B80) programs;

= receivables in the Debt Reduction Fund,;

= receivables for the General Sales Manager prognatmei form of reschedule agreements;
= loans made to grain producers to build or upgrade fstorage and handling facilities;

= loans made to apple producers who incurred lossesallow market prices; and

= aloan made to the Texas Boll Weevil Eradicationrgation.

These receivables (including related interest)bfath pre- and post-Credit Reform, are recognizedssets at the
present value of their estimated net cash infloWse difference between the outstanding princifpahese
receivables and the present value of their net cdkdws is recognized as an allowance. CCC use<redit
Subsidy Calculator 2 (CSC2) for computing the stypse-estimates for its Credit Reform programse TU8C2 is
an OMB tool for performing credit calculations, arporating both financing account interest andataie-
estimates functionality. CCC also uses the TrgaSuedit Reform Certificate Program guidelines t&teent of
Federal Financial Accounting Standards (SFFAS)2yéccounting for Direct Loans and Loan Guarantees
SFFAS No. 18Amendments to Accounting for Direct Loans and L@aaranteesand SFFAS No. 1% echnical
Amendments to Accounting for Direct Loans and L@aaranteedor the accounting and reporting of its loan
subsidy cost re-estimation and amortization.

Capitalized Interest

Rescheduling agreements frequently allow CCC towadllected interest to the principal balancecséign credit
and other foreign receivables (capitalized intgrebt such circumstances, CCC records an allowsmceduce the
receivable, including the capitalized interesttht® present value of future cash flows. Intemesbine is recognized
only when, in management's judgment, debtors hawsodstrated the ability to repay the debt in thenab course
of business.
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Commaodity Inventories

Commaodity inventories, referred to as goods heldienprice support and stabilization programs inSREAS No.
3, Accounting for Inventory and Related Propeisgsued by the Federal Accounting Standards AdyiBoard,
represent commodities acquired by the Corporatiordénation or price support purposes. They aemtally sold
or otherwise disposed of to help satisfy econom&lg

Inventories are initially recorded at acquisitiarstplus processing and packaging costs incurited afquisition.
Acquisition cost is the amount of the loan settlatexcluding interest, or the amount of the pusehsettlement
price. Since loan rates and income support lemed®stablished by statute, inventory acquisitamesusually
recorded at a cost higher than market value.

Generally, disposition costs are based on the geerast of the commodity in inventory at the endhef previous
month. In other cases, the cost is computed obdbkes of actual (historical) cost of the commodi#ctual cost is
used with: (a) simultaneous acquisition and digfmosfor commodity export programs; and (b) disiioas of
commodities previously pledged as price suppont lozlateral, which are acquired and simultaneod@&posed of
by CCC during the exchange of commodity certifisat€ommodity certificates are issued electronydayl CCC
and must be immediately exchanged for a commodityeal by the Corporation.

In accordance with SFFAS No. 3, the cost of comityddiventories sold to other Federal entities &sslfied as an
expense with the public since the commaodities beald are originally purchased or otherwise acqlirem a
public source.

Commodity inventories are valued at net realizafleie in accordance with SFFAS No. 3. Ending inegn
balances are examined at period end to determofe@anmodity’s market value. A valuation allowarge
recorded if the book value of a commodity exce¢simiarket value.

In FY 2008, CCC entered into an agreement with $&am, a private company, to facilitate the excharigeCC-
owned commodities for food products to be utilizedlomestic and export food programs. CCC receBasser
Delivery Obligations (BDOs) in exchange for CCC-adrcommodities. The BDOs represent the net sales
proceeds (gross proceeds minus a sales commissioartage) from The Seam'’s sale of the CCC-owned
commodities and; The Seam uses the BDOs to acfijiceproducts on behalf of CCC.

For financial statement purposes, the BDOs areedhéil the net sales proceeds and are presentedtad §CC'’s
Commodity Inventories and Related Property. CCGsogeizes gain or loss on each exchange transaction
determined by the difference between CCC’s booke/alf the commodity and the BDO value receiveden t
exchange.

General Property and Equipment

General property and equipment purchases are reg@tithe acquisition cost plus expenditures réleiglacing
the asset into service such as freight, instatlatémd testing. Purchases of property valued B{08® or more and
a useful life of 2 years or greater are capitalizBdoperty and equipment is depreciated on agtitdine basis.
Automated Data Processing (ADP) computer equiprhasta service life of 5 years. There is no salvedige
associated with general property and equipment.
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In addition, internal use software valued at $100,6r more and a useful life of 2 years or gresteapitalized.
Internal use software development costs are acatedibnd capitalized upon completion. In accordamwith
SFFAS No. 10Accounting for Internal Use Softwareapitalized software development costs includareator
developed software, purchased software, and irltgra@veloped software. Capitalized internal usivgare costs
are amortized over a period of 5 years beginnirty thie first year the software is fully operatiandllso included
are costs incurred by FSA which are transferred@& without reimbursement and are reflected asveo#-in-
development on CCC's financial statements untihsiroe as the software is completed and put interagon.
Once the software is put into operation, amortorabegins.

Producer Assistance Advances

Public Law 107-25 (commonly referred to as the Agltural Economic Assistance Act) authorized thgesnt
programs whereby the Corporation disbursed fundate governments for various purposes, suchasging
agriculture and supporting activities for specialtgps. The three grant programs are Specialtprd®ase State
Grant, Specialty Crops - Grants for Value of Praaur; and Commodity Assistance Program. Disbursgsare
accounted for as advances on the Other Assetsfithee Balance Sheet and are recognized as expbased on
the States’ reporting of their use of the funds.

Non-Entity Assets
Non-entity assets are assets held by CCC thataravailable for use in its operations.

Liabilities

Depending on the type of transaction, CCC recognazkability in one of two ways. If an exchangansaction
occurs (i.e., receipt of goods or services in refor a promise to provide money or other resounceke future), a
liability is recognized in the period in which tb&change occurred. If a nonexchange transactioarsgi.e.,
government programs where there is a one-way florgsources or promises), a liability is recognif@dany
unpaid amounts due as of the reporting date. lifi@isinot covered by budgetary resources, disdaséote 9,
result from the accrual of unpaid amounts due &ious CCC programs. Budgetary resources for tbgrams
will not be made available until the subsequerdfiear until congressional action is completed.

Resources Payable to Treasury

Resources payable to Treasury represent the rairces of the pre-Credit Reform programs. Theseasources
are held as working capital until funds are no Emgeeded to fund liabilities, at which time theg eeturned to
Treasury.

Loan Guarantee Liabilities

CCC'’s Export Credit Guarantee program provides guotes to buyers in countries where credit is rsacgd0
maintain or increase U.S. sales of agriculturatpmts. CCC underwrites credit extended by thegpeibanking
sector under the Export Credit Guarantee Progra8M@02) and Facilities Guarantee Program (FGP}d(Cr
guarantee liabilities represent the estimated ast outflows of the guarantees on a present valsis.b CCC
records a liability and an allowance expense teetttent, in management's estimate, CCC will be wntbrecover
claim payments under the Credit Reform Export Gr€diarantee programs.

Imputed Costs

Imputed costs represent costs incurred from otl&DA agencies for the benefit of CCC. The majooityCCC'’s
programs and related expenses are delivered thithhegbersonnel and facilities of FSA. The imputedts consist
of the costs of hired labor, opportunity costs opaid labor, capital recovery of machinery and pmant,
opportunity costs of land, general farm overheagyrall taxes, and insurance.

Tax Status

CCC, as a Federal agency, is not subject to Fedatiztk, or local income taxes, and accordinglypmwision for
income tax is necessary.
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Use of Estimates

The preparation of financial statements requiresagament to make estimates and assumptions tleat it
reported amounts of assets, liabilities and disolw®f contingent assets and liabilities at the dditthe financial
statements, and the reported amounts of revenuesxg@enses during the reporting period. Actualltewill
invariably differ from those estimates.

Allocation Transfers and Shared Appropriations

CCC is a party to allocation transfers with othed€&ral agencies as both a transferring (parentyemtd a
receiving (child) entity. Allocation transfers degal delegations by one department of its autydoi obligate
budget authority and outlay funds to another depant. A separate fund account (allocation accasrdjeated in
the U.S. Treasury as a subset of the parent fuoguat for tracking and reporting purposes. Albalition transfers
of balances are credited to this account, and suiese obligations and outlays incurred by the chiltity are
charged to this allocation account as they exethgtelelegated activity on behalf of the parenttenti

CCC allocates funds, as the parent, to United Stageency for International Development (USAID) tmél P.L.
480 Title 1l transportation and other administrattosts in connection with foreign donations. Q€ckives
allocation transfers, as the child, from FSA. C@@orts USAID’s budgetary and proprietary trangadifor which
it is the parent and excludes FSA’s budgetary angnetary transactions, for which it is the child.

SFFAS No. 29 — Heritage Assets and Stewardship Land

Federal Accounting Standards Advisory Board (FASABtement of Federal Financial Accounting Standard
(SFFAS) No. 29, Heritage Assets and Stewardship La@s issued on July 7, 2005. The primary purpdske
standard was to reclassify heritage asset and sdshia land information from the Required Suppletagn
Stewardship Information (RSSI) to basic financtakement information with the exception of conditi@porting,
which is considered Required Supplementary InfolonaRS1). SFFAS No. 29 requires this reclasstfaa
through a phased-in approach beginning in repogeripds after September 30, 2005 with full implatagon for
reporting periods beginning after September 308200

Easements purchased for the Wetlands Reserve Prqyv&P) are considered stewardship land. The WRP
provides technical and financial assistance tdl#édandowners to restore, enhance, and protetthmas. This
voluntary program offers landowners an opportutotestablish, at minimal cost, long-term conseoratind
wildlife habitat enhancement practices and protecti

Although the funding source for the purchase otesnts has changed over the life of the prograenatithority
for administering and managing the program haslegesivith NRCS since the 1994 USDA Reorganizatioh Ac
NRCS holds the accountability for the managemennitaring, and enforcement for all easements petainder
the WRP.

Based on agreements, NRCS remains responsibledmsé required information for all WRP easemeasts a

stewardship land in FY 2010 and future years ag BsINRCS maintains the administration, management
responsibilities, and accountability for the WRReraents.
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Fund balances with Treasury, by type of fund, aSegftember 30 are as follows:

(In Millions)
2010 2009
Revolving Funds $ (389) $ (696)
General Funds 2,186 2,011
Total Fund Balance with Treasi $ 1,791 $ 1,31¢
The status of fund balances with Treasury as ofeBeiper 30 is as follows:
(In Millions)
2010 2009
Unobligated Balance
Available $ 2,359 1,537
Unavailable 1,039 1,454
Obligated Balance not yet Disbursed 9,727 9,290)
Subtotal $ 13,125 12,281
Less: Borrowing Authority not yet Converted to FuBalance (12,328) (10,966)
Total Fund Balance with Treasi $ 1,79i $ 1,31¢

Unobligated Balance, Unavailable represents unatdidj resources not yet apportioned by OMB and ugpateld
appropriations from prior years that are no loreyailable for new obligations. Borrowing authornitgt yet
converted to fund balance represents unobligatddhaligated amounts recorded at September 30, 20d2009,
which will be funded by future borrowings.

CCC has a permanent indefinite borrowing authoetydefined by OMB Circular A-11, Preparation, Sigsion,
and Execution of the Budget. Borrowing authorigymits the Corporation to incur obligations andhauitzes it to
borrow funds to liquidate the obligations. See Nbfe

Note 3 — Cash and Other Monetary Assets

As of September 30, 2010, CCC does not have baasiassified as Cash and Other Monetary Assetsof As
September 30, 2009, Cash and Other Monetary Aeset$92 million. In FY 2009, the balance reflectied
transit” amounts that have not been cleared bysingaas a result of varying processing times aneffidates
between CCC and Treasury.
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Accounts receivable as of September 30 are asafsilo

Intragovernmental:
Due from the Department of Treasury
Due from the Department of Transportation
Due from Other Federal Agencies

Total Intragovernmental Accounts Receivable,

Public:
Claims Receivable
Notes Receivable
Interest Receivable
TTPP Receivable
Other

Subtotal

Less: Allowances for Doubtful Accounts

Total Public Accounts Receivable, |

(In Millions)
2010 2009
8 $ 7
80 89
28 33
11€ $ 12¢
- $ 17
18 3L
6 12
4,125 4,990
108 1.
4,257 $ 5,061
(10) (4)
4,247 $ 5,057

CCC records a receivable due from the Departmemtedsury. The receivable is related to the cttecof credit
subsidy for the Debt Reduction Fund. Since thagpam is pre-credit reform, it does not have a mogfund
account, and CCC records a separate receivabbgptare the transaction with Treasury.

The Cargo Preference provisions of the Food SecAnt of 1985 mandated a gradual increase in tlaeesbf
particular exports, mostly food aid that must beied on U.S. flagged vessels. The Food Securityahd Section
901d (b) of the Merchant Marine Act, 1938 (the Agtovide for the reimbursement of certain trangan costs
the Corporation incurs. In accordance with thestss ACCC establishes a receivable from the Depaittiofe
Transportation for freight costs paid to U.S. flagyessels exceeding 20 percent of the total etatied to the
donated commodities and freight costs if CCC werese a commercial vessel.

Other public receivables consist of amounts dug r@esult of program overpayments or dishonoredlchec
Examples of CCC programs include Crop Disastersd@ste and Conservation Reserve Program.

As of September 30, 2010, the Accounts Receivaéé&, Public balance for the Tobacco Transition Peym
Program (TTPP) is $4,125 million and includes $&4Bion as a short-term receivable. TTPP compriges
million of the Notes Receivable balance; and, $ioniin Interest Receivable balance.

As of September 30, 2009, the Accounts Receiv@éé, Public balance for the Tobacco Transition Perym
Program (TTPP) was $4,990 million and included $814ion as a short-term receivable, and comprisi2g
million of the Notes Receivable balance; and, $Bianiin Interest Receivable balance. Refer toéNbtunder

Tobacco Transition Payment Program, for additionf@rmation.

60



COMMODITY CREDIT CORPORATION

Notes to the Financial Statements

Note 5 — Commodity Loans, Net

Commaodity loans receivable, by commodity, as oft€eyer 30 are as follows:

(In Millions)
2010 2009

Cotton $ 126 $ 56
Dry Whole Peas 3 2
Feed Grains:

Barley 8 5

Corn 175 148

Grain Sorghum 1 2

Oats 1 L
Honey 2 2
Oilseeds 2 3
Peanuts 46 27
Rice 143 30
Soybeans 21 144
Wheat 143 124
Total Commodity Loans $ 671 $ 414}
Accrued Interest Receivable 2 3
Less: Allowances for Losses - 3)
Total Commodity Loans, N $ 673 $ 414

As of September 30, 2010, total commodity loansgased by $259 million and is attributed to incesas
outstanding rough rice loans. Current year prioesough rice are significantly lower than in fidg/ear 2009;
producers tend to place the commodity under lodropes that prices will recover before the loanumest.
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Direct credit and loan obligations and credit gné&ga commitments made after FY 1991 and the reguttirect
credits and loans or credit guarantees are govdipélde Federal Credit Reform Act of 1990, as ameeindThe
Credit Reform Act requires agencies to estimatdtferPresident’s Budget the cost of direct creatitd loans and
credit guarantees at the present value of futush laws. Additionally, the present value of thibsidy costs (i.e.,
interest rate differentials, interest subsidiedindeiencies and defaults, fee offsets and othen flaws) associated
with direct credits and loans and credit guaranéeegecognized as a cost in the year the direclittand loan or
credit guarantee is disbursed. The net presenewalloans or defaulted guaranteed loans recevatibhny point in
time is the amount of the gross loan or defaulteargnteed loans receivable less the present vathe gubsidy at
that time.

The net present value of Direct Loan and Loan Gueags, Net is not necessarily representative optbeeeds that
might be expected if these loans were sold on pies anarket.

Credit Program Discussion and Descriptions

Guaranteed Loans, Credit Guarantee Programs — Expor

CCC's Export Credit Guarantee (GSM) programs erageirexports of U.S. agricultural products to buyers
countries where credit is necessary to maintainaease U.S. sales, but where financing may netvaédable
without such credit guarantees. The Corporatiatemnrites credit extended by the private bankirgaren the
U.S. (or, less commonly, by the exporter) underGl&M-102 program for terms of 3 years or less. GIBEs not
provide financing, but guarantees payments due faygign banks and obligors. Typically, 98 percehprincipal
and a portion of interest at an adjustable ratecavered. All guarantees under these programdemreminated in
U.S. dollars. In the event that CCC pays a clamten the guarantee programs, CCC assumes thentkbeats it
as a credit receivable for accounting and colleciarposes.

Under Section 3101 of the Food, Conservation, amet@y Act of 2008 (2008 Farm Bill), authority fdret GSM
103 and Supplier Credit programs was specificapealed. Remaining liability under these progransdill
subject to annual reestimate.

Guaranteed loans outstanding at the end of FY 2@t@ $6,645 million in outstanding principal andS3 million
in outstanding principal guaranteed, compared {63¥ and $6,898 million, respectively at the enévf2009.
(See table 5.)

During the fiscal year, the value of the guaranteeds is adjusted by the value of the loan guarhability held
against those loans. Current year subsidy expemséification and reestimates all contribute to¢hange of the
loan guarantee liability through the year. The |lgaarantee liability is a combination of the lidtyiffor losses on
pre-1992 guarantees and post-1991 guaranteese Gablows that total liability moved from $221 ioifl to $184
million during FY 2010, a decrease of $37 millidrere is no further loan guarantee liability foe{ir992
guarantees.

Total guaranteed loan subsidy expense is a conibinat subsidy expense for new guaranteed loarmsidsed in
the current year, modifications to existing loaasgl interest rate and technical reestimates taiegikans. Total
guaranteed loan subsidy expense in FY 2010 wasiliémtompared to $55 million in FY 2009. Table 7
illustrates the breakdown of total subsidy expensé&Y 2010 and FY 2009. Guaranteed loan voluncretesed
from $5,250 million in FY 2009 to $2,891 million FY 2010. (See table 9.)
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Direct Loans

During the fiscal year, the gross outstanding bageaof the direct loans obligated post-1991 is adfiby the value
of the subsidy cost allowance held against thogedo Current year subsidy expense, modificationsraestimates
all contribute to the change of the subsidy cdstadnce throughout the year. For P.L. 480, thesislybcost
allowance moved from $721 million to $737 millioarthg FY 2010, an increase of $16 million. Formgdtorage
Facility Loans (FSFL), the subsidy cost allowanbarged from $31.0 million in FY 2009 to $25.4 noilliin FY
2010, a decrease of $5 million. The subsidy cdstance for the Boll Weevil program was $10 milliton both

FY 2010 and 2009. Table 2 shows the reconciliatibsubsidy cost allowance balances from FY 2000¥®010.

Total direct loan subsidy expense is a combinatiosubsidy expense for new direct loans disbureetie current
year, modifications to existing loans, and interas¢ and technical reestimates to existing loBosP.L. 480,
subsidy expense in FY 2010 was $74 million compaog@397 million) in FY 2009. For FSFL, total at loan
subsidy expense for FY 2010 was ($14 million) coraddo ($7 million) in FY 2009. Table 3 illustratéhe
breakdown of total subsidy expense for FY 2010Rvic2009. There was no additional direct food aiains
disbursed in either 2009 or 2010. Disbursement§&FL loans increased from $140 million in FY 200%228
million in FY 2010 as shown in Table 4.

Direct Credit Programs — Food Aid

Under the P.L. 480 Title | Program, CCC financesghles of U.S. agricultural commodities to coastin need of
food assistance on favorable credit terms (at s of interest for up to 30 years with gracequiriof up to 7
years). P.L. 480 Title | provides for governmesvgbvernment (and some government-to-private ergties of
U.S. agricultural commodities to developing cowegron credit terms or for local currencies. Ptyas given to
countries with the greatest need for food thatuaertaking economic development to improve foaniggy and
agricultural development, alleviate poverty, andrpote broad based, equitable and sustainable gevelat. All
credits under this program are denominated in to8ars. Although legislative authority for thel P480 Title |
Program still exists, there have been no new leatended under the program since FY 2006.

Direct Credit Programs — Domestic

The FSFL Program was implemented to provide lowt financing for producers to build or upgrade omfa
commodity storage and handling facilities. Thenkaave a term of 7, 10 or 12 years with a requérgrof annual
repayment installments. Interest on these loaasdsued monthly from the date of disbursemente Bdrrower’s
rate is established to be equivalent to the ratatefest charged on the Treasury securities ofparable maturity.
In accordance with the 2008 Farm Bill, revised pamg regulations were promulgated to expand therprogn
regard to available loan terms and eligible comriesli as well as to increase the loan limitation.

The Boll Weevil Program made available to the TeBall Weevil Eradication Foundation in FY 2001 aweirest-
free $10 million loan to be repaid over 10 years.

The Apple Loan Program in FY 2001 provided loanafiple producers who suffered hardships due topldees
following the 1998 - 1999 growing season when ajppiees fell to their lowest levels in nearly 10aye. Eligible
applicants obtained loans up to $300 per acre pieapees in production in 1999 or 2000, up to &imam
indebtedness of $500,000.

Administrative Expenses

Consistent with the Federal Credit Reform Act 09Q0%s amended, subsidy cash flows exclude direteriaée
administrative expenses. Administrative expensegdi@ct credit and loan programs were $3 milliondach of
the fiscal years ended September 30, 2010 and 2R0Ministrative expenses for the credit guarapt@grams
were $7 million and $5 million for fiscal years eutlSeptember 30, 2010 and 2009, respectively.
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Subsidy Rates

Subsidy rates are used to compute each year’sdsubspenses as disclosed above. The subsidydiastdesed in
Tables 11 and 12 pertain only to the FY 2010 and2B¥9 cohorts. These rates cannot be appliecetditect and
guaranteed loans disbursed during the current tiegoyear to yield the subsidy expense. The sybsighense for
new loans reported in the current year could resuth disbursements of loans from both current yednorts and
prior-year cohorts. The subsidy expense reportéld current year also includes reestimates.

Events and Changes Having a Significant and MebatiEffect upon Subsidy Rates, Subsidy Expense, and
Reestimates

Current world events and government initiativesehavmajor impact upon CCC's foreign receivablegfablts
during FY 2009 by three banks in Kazakhstan weseheduled during FY 2010. Ukraine defaults havebeen
rescheduled to date. There were defaults on Rubsiaks during FY 2010, with projections of sigrefitt
additional claims (approximately $160 million) te paid in FY 2011.

For the GSM program, a new model was introducdavirt010. Changes include the use of econometric
predictions versus a single ICRAS informed curvegach country for defaults and recoveries andiptieds that
are generated at the registration level rather #tahe country level. Economic factors evaluatetlide changes
in gross national product (GNP), exchange rate trpand ICRAS grade. Data on GNP and exchange &aae
obtained from publications of the USDA Economic &ash Service. ICRAS is provided by OMB.

Other than as stated above, CCC is unaware of aagunable events or pending legislation at this timat may
affect subsidy rates and reestimates in the future.

Loan Modifications and Reschedulings

A modification is any Government action differerdrh the baseline assumptions that affects the dulisist such
as a change in the terms of the loan contract. cbseof a modification is the difference betwelea present value
of the cash flows before and after the modification

The Debt Reduction Fund is used to account for GGmdified debt. Debt is considered to be modifidde
original debt has been reduced or the interestofatee agreement changed. In contrast, whenidebt
"rescheduled," only the date of payment is chandeelscheduled debt is carried in the original fundl paid.
With one exception, all outstanding CCC modifiedbidie carried in the Debt Reduction Fund and isegogd by
the Federal Credit Reform Act of 1990 as amended.

Interest Credit

Interest is accrued monthly on both performing aad-performing direct credits and credit guaraméseivables as
it is earned using simple interest calculationsdagpon a 365-day year. A non-performing direetiror credit
guarantee receivable is defined as a repaymentisidteunder a credit agreement, with an installnpayiment in
arrears more than 90 days. For those non-perfgrngiceivables, interest is not recognized as in¢oatker, it is
deferred until the interest is received or the inedgle is returned to performing status.
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Based on the Federal Credit Reform Act of 1990 8RBEAS No. 2, Accounting for Direct Loans and Loan
Guarantees, all credit reform loans initiated aeptember 30, 1991 need to be presented on anpkedee basis.
For loans initiated before FY 1992 (Pre-1992),at=shent of loan value on a present value basisrigitted but
not required. Since CCC elected to restate thelP82-loan receivables from nominal value to nes@né value
starting in 2001, the accounting treatment, inalgdievenue recognition and allowance calculatias, heen
applied consistently to Pre-1992 and Post-1991dDilrean and Loan Guarantee programs. For Pre-1882Past-
1991 loan interest receivable, the portion relatedon-performing loans is deferred and presengdhthe loan
receivable line item in the balance sheet.

P.L. 480 Title | Direct Credit Reestimate Trend Msés

The P.L. 480 program had a net reestimate for F¥O2€f $40 million, of which $17 million was the tetcal
reestimate and $23 million was interest on thetim@de. The upward reestimate totals $51 millimmnd the
downward reestimate totals $11 million. The FY @@®hort technical reestimate is $9.2 million aegresents 54
percent of the total technical upward reestimatetual FY 2010 data reflects larger defaults angldorecoveries
than projected in FY 2009, and that trend of higtefaults and lower recoveries is carried throdghgrojections
for FY 2011 and beyond. The largest impact is tduRussia’s projected recoveries, which are prejeit $7
million lower than at the end of FY 2009.

Farm Storage Facility Loans Reestimate Trend Anglys

The FSFL program had a net downward reestimat@fillion, of which $3.8 million was the upwarcteical
reestimate, $2.7 million was the interest on theand reestimate, $23 million was the downward tézdin
reestimate and $3.6 million was the interest ondilv@nward reestimate. Most ($15 million) of theadhavard
technical reestimate was in the 2009 cohort, wisaue to the fact that the original subsidy rages\6.25 percent
and was determined to be too high for this prognahich has had a total of nine defaults sinceniception.
Reestimates for other cohorts were not significant.

Export Credit Guarantees (GSM) Reestimate Trendysiga

The GSM-102 program had a net downward reestinfe8&3 million for FY 2010. The upward reestimate
$95.2 million for the technical portion and $1.9lman interest on the reestimate. The upward ieegte is almost
completely attributable to the 2010 cohort andet projected defaults in excess of $100 millioitigated to a
small extent based on fairly small projected recege The downturn in the Russian economy duedaght and
resulting crop failures has affected the abilitysofme banks to remain solvent.

The downward reestimate is $143.2 million technamad $41.8 million interest on the reestimate. 26@7, 2008
and 2009 cohorts had large downward technicalireatts of $16.8 million, $45.3 million and $58 riait
respectively. Although projected defaults are mpeater than predicted at the end of FY 2009, tam mause for
the change is recoveries. The GSM program prajenterecoveries for these three cohorts in theipusy
reestimate. In the previous model (used at theoéiY 2009), the GSM program did not predict remdes unless
a rescheduled agreement was constructed, andwieeeeno rescheduled agreements in these cohdtatatme.
With the new model and methodology change that mweduhis year, the GSM program now predicts regula
recoveries (not rescheduled) as well as recoveriegscheduled agreements. In addition, Kazakidshnhfor
these three cohorts was rescheduled during FY 2010.
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The Supplier Credit total reestimate was $25.3iom|lcomprised almost exclusively of an upward tieeste for
the 2004 cohort. As with GSM-102, assumptions vedignged in the new model to reflect econometridiotions
based on historical patterns. Our recovery pradistfor Supplier Credit are now approximately dhied of what
was predicted at the end of FY 2009 and more glasslembles actual experience to date in this ¢ohor

P.L. 480, Title | direct credits outstanding thatres obligated prior to FY 1992 and P.L. 480 diedits and direct
loans for FSFL, Boll Weevil, and Apple loans thares obligated after FY 1991 and related interestivable
outstanding are as follows. Defaults on credit gntges made prior to FY 1992 and related inteeestivable are
also listed below. This information is current &September 30, 2010 and 2009.

Table 1. Direct Loan and Loan Guarantees, Ne

2010 (In Millions)
Direct Loans
Loans Receivable Interest Present Valur  Value Of Asset:
Obligated Pre-1992 Gross Receivable  Allowance Related to Loans
P.L. 480 Title | $ 4,149 $ 43 3 (1,517) $ 2,675
Pre-1992 Tot: $ 4,14¢ 3 43 3% (1517 $ 2,67¢

Obligated Post-1991

P.L. 480 Title | $ 1215 % 17 $ (285) $ 947

Debt Reduction Fund 258 1 (226) 33

Farm Storage Facility 548 41 (26) 563

Boll Weevil Program 10 - (10) -
Post-1991 Total 2,031 59 (547) 1,543
Total Direct Loan Program Receivables $ 6,180 $ 102§ (2,064) $ 4,218
Defaulted Guarantee Loans
Pre-1992

Export Credit Guarantee Programs $ 134% 1 $ (70) $ 65
Pre-1992 Total $ 134§ 1 $ (70) $ 65
Post-1991

Export Credit Guarantee Programs $ 731% 10 $ (226) $ 515
Post-1991 Total 731 10 (226) 515
Total Defaulted Guarantee Lo $ 86t $ 11 3 (296, $ 58(
Total Direct Loan and Loan Guarantees, Net $ 7,045 $ 113 % (2,360) $ 4,798
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Table 1. Direct Loan and Loan Guarantees, Net (coirtued)

2009
Direct Loans

Obligated Pre-1992
P.L. 480 Title |
Pre-1992 Tot:

Obligated Post-1991
P.L. 480 Title |
Debt Reduction Fund
Farm Storage Facility
Boll Weevil Program
Post-1991 Total
Total Direct Loan Program Receivak

Defaulted Guarantee Loans
Pre-1992

Export Credit Guarantee Programs
Pre-1992 Tot:

Post-1991

Export Credit Guarantee Programs
Post-1991 Total
Total Defaulted Guarantee Lo:

Total Direct Loan and Loan Guarantees,

(In Millions)
Loans Receivable Interest Present Valu Value Of Asset:
Gross Receivable Allowance Related to Loans
$ 4470 $ 47 % (1,407) $ 3,110
$ 4470 % 47  $ (1,407 $ 3,11(
$ 1,333 % 19 $ (302) $ 1,050
282 2 (216) 68
417 35 (31) 421
10 - (10) -
2,042 56 (559) 1,539
$ 6,51 $ 102 $ (1,966 $ 4,64¢
$ 135% 1 3 (82) $ 54
$ 13t $ 1 3 82) $ 54
$ 6203 7 % (204) $ 423
620 7 (204) 423
$ 758 $ 8 $ (286, 3 477
$ 7267 $ 111 % (2,252 $ 5,12¢
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Table 2. Schedule for Reconciling Subsidy Cost Alivance Balances (Post-1991)
Direct Loans

(In Millions)
2010 2009

Beginning Balance of the Subsidy Cost Allowance $ 76% 1,262
Add: Subsidy expense for direct loans disbui

during the year by compong

Interest Rate Differential Costs 2 Q)

Default Costs (net of recoveries) 8 5
Total Subsidy Expense Prior to Adjustements andsfRaate $ 6 $ 4
Adjustments

Loan Modifications $ 34 $ 19

Fees Received 2 -

Loans Written Off (214) (77)

Subsidy Allowance Amortization (6) (52)

Other 168 34
Total Subisidy Cost Allowance before Reestimates $ 75% 1,190
Add or Subtract Subsidy Reestimates by Component

Interest Rate Reestimate $ 23 3% (244)

Technical/Default Reestimate (3) (183)
Total Reestimates 20 (427)
Ending Balance of the Subsidy Cost Allowa $ 77§ T6%

Subsidy Allowance — End of Fiscal Year 2009 inckudabsidy for both direct loans and loans receevderived
from those guaranteed transactions on which CCCcathesd upon to perform. For comparison purpopgsy year
balances have been adjusted to reflect the same.
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Table 3. Subsidy exepense for Direct loans by Pragm and Component

2010 (In Millions)
Total
Interest Subtota Total Interest Rat  Technical Total Subsidy
Direct Loan Programs Differential Defaults Subsidy Modifications Reestimate Reestimate Reestimate  Expense
P.L 480 Title | $ - $ - $ - 3 34 $ 23 3 17 $ 40 $ 74
Farm Storage Facility (2) 8 6 - - (20) (20) (14)
Total Direct Loan Subsidy Exper _$ 2 $ 8 3 6 3% 34 3 23 $ 3) % 20 $ 60
2009 (In Millions)
Total
Interest Subtota Total Interest Rat  Technical Total Subsidy
Direct Loan Programs Differential Defaults Subsidy Modifications Reestimate Reestimate Reestimate  Expense
P.L 480 Title | $ - $ - $ - 3 19 $ (245) $ a71) $ (416) $ (397)
Farm Storage Facility - 4 4 - - (11) (11) @)
Apple Loan Program - - - - 1 (1) - -
Total Direct Loan Subsidy Exper _$ - $ 4 3 4 3% 19  $ (244 $ (183 % (427, $ (404,

*Subsidy reestimates are calculated on cumulatisieurisements for all budget fiscal years and tepeetive
cohorts (direct loan/guarantee origination yeaa} tomprise them.
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For the fiscal years ended September 30, 2010 @04, Zurrent and prior year disbursements of p8SttIdirect
credits and loans are as follows:

Table 4. Total Amount of Direct Loans Disbursed (Bst -1991)

(In Millions)
2010 2009
Direct Loan Programs
Farm Storage Facility $ 228  $ 140
Total $ 228 % 140

As of September 30, 2010 and 2009, post-1991 cgeditantees outstanding are as follows:

Table 5. Guaranteed Loans Outstanding

2010 (In Millions)
Post-199] Post-199]
Outstanding Total Outstanding Outstanding Total Outstanding
Principal, Face Principal, Face Principal, Principal,
Loan Guarantee Programs Value Value Guarantee! Guarantee!
Export Credit
Guarantee Programs $ 6,645 $ 6,645 $ 6,513 $ 6,513
Tota Guarantees Disburs $ 6,645 $ 6,648 $ 651: $ 6,51¢
2009 (In Millions)
Post-199] Post-199]
Outstanding Total Outstanding Outstanding Total Outstanding
Principal, Face Principal, Face Principal, Principal,
Loan Guarantee Programs Value Value Guarantee Guarantee!
Export Credit
Guarantee Programs $ 7039 $ 7039 $ 6,898 $ 6,898
Tota Guarantees Dishurs $ 703 % 703 $ 6,89 $ 6,89¢

* Qutstanding principal and interest guaranteedasgnts a contingent liability for amounts oweddngign banks
to exporters or assignee U.S. financial institwiparticipating in the program.
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As of September 30, 2010 and 2009 Pre - 1992 lifplidr Loan Guarantees (Present Value Method)aare
follows:

Table 6. Liability for Loan Guarantees (Present Valie Method for Pre-1992 Guarantees)

2010 (In Millions)

Liabilities for Loan
Guarantees on Post-

1991 Guarantees Total Liabilities for
Loan Guarantee Programs Present Value Loan Guarantees
Export Credit Guarantee Program $ 184 $ 184
Total Liability for Loan Guarante $ 184 $ 184
2009 (In Millions)

Liabilities for Loan
Guarantees on Post-

1991 Guarantees Total Liabilities for

Loan Guarantee Programs Present Value Loan Guarantees

Export Credit Guarantee Program $ 221 $ 221
Total Liability for Loan Guarante $ 221 $ 221
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The change in the liability for Post - 1991 cregliirantees as of September 30, 2010 and 200908mss:

Table 7. Schedule for Reconciling Loan Guarantee Lkility

(In Millions)
2010 2009

Beginning balance of the loan guarantee liability $ 122 % 161
Add: Subsidy expense for guaranteed loans disbuhgedg
the year by component

Default costs (net of recoveries) 10 77

Fees and other collections (4) (22)
Total of the above subsidy expense components $ 6% 55
Adjustments

Fees received $ 19 $ 41

Claim payments to lenders (161) (25)

Other 162 26
Ending balance of the subsidy cost allowance befstimates $ 247  $ 258
Add or Subtract subsidy reestimates by component:

Interest rate reestimate $ (42) $ (46)
Technical/default reestimate (22) 9
Total of the above reestimate components $ (63) $ (37)

Ending balance of the loan guarantee liak $ 184 $ 221
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Subsidy expenses, net of fees and other collegtfonsurrent year disbursements related to crguairantees made
after FY 1991, and subsidy reestimates for theafigears ended September 30, 2010 and 2009 acd@sd:

Table 8. Subsidy Expense for Loan Guarantees by Pgeam and Component

2010 (In Millions)
Fees and Total
Other Interest Rate  Technical Total Subsidy
Loan Guarantee Programs Defaults  Collections Subtotal ~ Reestimates ~ Reestimates  Reestimates  Expense
Export Credit Guarantee Programs $ 108 4 $ 6 $ (41) $ (22) $ (63) $ (57)
Total Loan Guarantee Programs $ 10$ @ $ 6 $ (41) $ (22) $ (63)$ (57
2009 (In Millions)
Fees and Total
Other Interest Rate  Technical Total Subsidy
Loan Guarantee Programs Defaults ~ Collections Subtotal ~ Reestimates ~ Reestimates ~ Reestimates ~ Expense
Export Credit Guarantee Programs $ 773 (22) $ 55 $ (46) $ 93 (37)$ 18
Total Loan Guarantee Programs $ 77% (22) $ 55 § (46) $ 9% BN $ 18

*Subsidy reestimates are calculated on cumulatisieuwlsements for all cohorts.
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For the fiscal years ended September 30, 2010 @08, Zurrent and prior year credit guarantee dsbments are
as follows:

Table 9. Guaranteed Loans Disbursed

(In Millions)
2010 2009
Principal, Principal, Guaranteed Principal, Principal, Guaranteed
Loan Guarantee Programs Face Value Disbursed Disbursed Face Value Disbursed Disbursed
Export Credit Guarantee Programs ~ $ 2,891 $ 2835 $ 5250 $ 5,145
Total Guaranteed Loans Disbur $ 2,891 $ 2,83t $ 5,25( $ 5,14¢
Table 10. Administrative Expenses
(In Millions)
2010 2009
Direct Loan Programs $ 3 $ 3
Guaranteed Loan Programs 7 5
Total Administative Expens $ 10 $ 8
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FY 2010 and 2009 subsidy rates (percentage) fectaredits and loans are as follows:

Table 11. Subsidy Rates for Direct Loans (percenta)

2010
Interest Fees and Othe
Direct Loan Programs Differential Defaults Collections Other Total
Farm Storage Facility (0.88) 0.02 (0.14) (0.01) (1.01)
2009
Interest Fees and Othe
Direct Loan Programs Differential Defaults Collections Other Total
Farm Storage Facility (0.82) 7.21 (0.14) - 6.25

For the fiscal years ended 2010 and 2009, there nempportionments or funding for P.L. 480, angstmo
subsidy rate was provided. The Apple Loan Progsaaone year program, cohort 2001.

FY 2010 and 2009 subsidy rates (percentage) falitoygesarantee programs are as follows:

Table 12. Subsidy Rates for Loan Guarantees (perct&age)

2010
Fees and Othe
Guaranteed Loan Programs Defaults Collections Other Total
Export Credit Guarantee Programs (0.58) (0.63) - (1.21)
2009
Fees and Othe
Guaranteed Loan Programs Defaults Collections Other Total
Export Credit Guarantee Programs 1.47 (0.60) - 0.87

Subsidy rates are used to compute each year’sdsubspenses as disclosed above. The subsidydistdesed
pertain only to the current year’s cohort. Theses cannot be applied to the direct credits aadd@nd credit
guarantees disbursed during the current reportiag 1o yield the subsidy expense. The subsidyreeér new
direct credits and loans and credit guaranteesteghin the current year could result from disboreats from both

current year and prior year(s) cohorts. The sybsighense reported in the current year also insludedifications
and reestimates.

75



COMMODITY CREDIT CORPORATION

Notes to the Financial Statements

Note 7 — Commodity Inventories and Related Prgpétet

Inventory and related property activity as of Segter 30 are as follows:

(In Millions)

2010 2009
Commodity Inventories - Beginning of Fiscal Year $ 202 % 1l
Acquisitions 946 4,101
Cost of Sales (47) (2,803)
Donations (1,058) (1,113)
Other Dispositions, Additions and Deductions (21) 6
Commodity Inventories - End of Fiscal Year $ 22 $ 202
Less: Allowance for losses (2)
Barter Delivery Obligations (BDO) 26 3
Commodity Inventories and Related Property, $ 46 $ 20E

Commaodity loan forfeitures included in the Acquisits line item were $2.7 million and $47 milliorr fime fiscal
years ended September 30, 2010 and 2009, resggctive

BDOs were received by CCC in exchange for CCC-owamdmodities. The BDOs may only be exchanged for
food products to be utilized in domestic and expootd programs. Refer to Note 1 for additionabimhation.

Restrictions on Commodity Inventory

In accordance with the Bill Emerson HumanitarianSEABEHT) Act of 1998, CCC maintains a reserve of
commodities and funds for use when domestic supplie so limited that quantities cannot meet tlzalabvility
criteria under P.L. 480. BEHT stocks can be exgedrfor other U.S. agricultural commodities of dqusue or
for an equivalent amount of funds from the marketeet emergency food needs. The 2008 Farm Bélnebed the
authorization to replenish the trust through figeedr 2012.
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General property and equipment as of Septembes 86 follows:

(In Millions)
2010: Accumulatec
Acquisition Value Depreciation Net Book Value
Equipment $ 37 $ B % -
Capitalized Software Costs 13 ) 7
Total General Property and Equipn $ 171 $ (114, $ 57
(In Millions)
2009: Accumulatec
Acquisition Value Depreciation Net Book Value
Equipment $ 45 $ (45) $ -
Capitalized Software Costs 114 70) 44
Total General Property and Equipir $ 15¢ $ (115, $ 44

Note 9 — Liabilities Not Covered by Budgetary Reses

(In Millions)
2010 2009

Accrued Liabilities (Note 14)

Conservation Reserve Program $ - $ 1,734

Tobacco Transition Payment Program 3,797 4,705
Environmental and Disposal Liabilities (Note 13) 8 8
Total Liabilities Not Covered by Budgetary Resources $ 3,805 $ 6,447
Total Liabilities Covered by Budgetary Resources $ 680, $ 16,095
Total Liabilities $ 18,485 $ 22,542

Liabilities not covered by budgetary resourcesliaf#lities for which Congressional action or OMPBportionment
is needed before budgetary resources can be prbvidering FY 2010, CCC obtained OMB'’s apportionitrin
fund. As a result, the related accrued liabiligsamoved to Liabilities Covered by Budgetary Resesir
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Debt to the Treasury, categorized as interest hgamd non-interest bearing notes, as of SepteBtbiras
follows:

(In Millions)
2010 2009

Debt - Beginning of Fiscal Year

Principal: Interest Bearing $ 4,874 $ 5,866

Accrued Interest Payable 3 11
Total Debt Outstanding - Beginning of Fiscal Year $ 4877 $ 5,877
New Debt

Principal: Interest Bearing $ 32,793 $ 22,876

Accrued Interest Payable 6 3,014
Total New Debt $ 32,799 $ 25,890
Repayments

Principal: Interest Bearing $ (34,394, $ (23,868)

Accrued Interest Payable (8) (3,022)
Total Repayments $ (34,402, $ (26,890)
Debt - End of Fiscal Year

Principal: Interest Bearing $ 3,274 $ 4,87

Accrued Interest Payable - 3
Total Debt Outstanding - End of Fiscal Year $ 3,274 $ 4,877

CCC may borrow interest-free up to the amountitiiireimbursed realized losses. Monthly interstgtsrranged
from 0.250 percent to 4.375 percent during FY 2846 from 0.375 percent to 2.000 percent during B892

There was no debt principal and interest refinarfoethe period ended September 30, 2010. Thesenea
outstanding principal rolled over for the periodsled September 30, 2010 and 2009. There was noeacinterest
rolled into notes payable for the fiscal years énBeptember 30, 2010 and 2009. Interest expenseé@d on
Treasury borrowings was $126 million and $140 wrillfor the fiscal years ended September 30, 20d®8aA9,
respectively.

The FY 2010 and 2009 interest rates on long-termolagngs under the permanent indefinite borrowintharity
for the Credit Reform programs are calculated usiegOMB Credit Subsidy Calculator 2. For FY 2@0M future
cohorts, the single effective interest rate produficem the calculator, along with budget assumgjés used to
calculate interest expense.
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The repayment terms for borrowings made for thedBx@redit Guarantee programs range from under

3 years up to 10 years. Currently, maximum loams$edo not exceed 7 years, while the repayment ferf.L.
480 direct credits program borrowing is 30 yeafrke repayment term is 7 years for direct loans utiteFarm
Storage Facility Loans program, 3 years for diteahs under the Apple Loan Program, and 10 yearthéodirect
loans made under the Boll Weevil program. FoCa#dit Reform programs, principal repayments ageiired only
at maturity but are permitted at any time during tdvym of the loan.

CCC has a separate permanent indefinite borrowitigpaity for the Credit Reform programs to finance
disbursements on post-1991 Credit Reform direaticesmd loan obligations and credit guarantees.O0tober 1,
CCC borrows from Treasury for the entire fiscalnfeased on annual estimates of the difference lestlee
amount appropriated (subsidy) and the amount widimirsed to the borrower. CCC may repay the &garement,
in whole or in part, prior to maturity by payingetprincipal amount of the borrowings plus accrugdrist up to
the date of repayment. Interest is paid on thesetings based on weighted average interest fat¢ke cohort to
which the borrowings are associated. Interestrsg@@ncurred on borrowings associated with the iCReform
programs was $123 million and $122 million for frezal years ended September 30, 2010 and 20Q8;ctheely.

CCC has an authorized capital stock of $100 milkietd by the Treasury and has permanent indefinite
appropriation authority to finance disbursementsienander the liquidating accounts related to tiee@nedit
Reform program activities, which are not coveredibgilable working capital. Interest on borrowirfigsm the
Treasury (and on capital stock) is paid at a raset upon the average interest rate of all outstgmdarketable
obligations (of comparable maturity date) of th&lgovernment as of the preceding month. CCC iadu$3
million in interest expense on capital stock fottbfiscal years ended September 30, 2010 and 2009.
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Notes to the Financial Statements

Total debt outstanding, by program and maturitgdas of September 30, 2010, is as follows:

Program Debt (In Millions) Maturity Date
CCC Borrowing Authority $ 754 January 110}
BExport Credit Guarantees 1r1 SeptemberZgil ]
1 SeptemB@ 201]
59 SeptemB@r2014
44 SeptemB@r201
2 SeptemB@ 201
92 SeptemB@r202
70 SeptemB@r202
65 SeptemB@r202
P.L. 480 Direct Credits 162 SeptemberZ8ilL
111 SeptemberZgil
86 SeptemB@r202
65 SeptemB@r202
85 SeptemB@r202
68 SeptemB@r202
91 SeptemB@r202
91 SeptemB@r202
56 SeptemB@r202
59 SeptemB@r202
58 SeptemB@r203
36 SeptemB@r203
30 SeptemB@r203
26 SeptemB@r203
18 SeptemB@r203
Debt Reduction 10 SeptemB@r201
4 SeptemB@ 201
7 SeptemB@ 201
1 SeptemB@ 202
9 SeptemB@ 202
40 SeptemB@r202
12 SeptemB@r202
19 SeptemB@r202
15 SeptemB@r202
3 SeptemB@ 202
Farm Storarge Facility Loans 4 SeptemB@ 2011
11 SeptemB@r2012
22 SeptemB@r2013
48 SeptemB@r2014
87 SeptemB@r2014
110 SeptemberZ8l g
166 SeptemberZgil7
405 September28l§
Total Debt Outstanding 274
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Note 11 — Deposit and Trust Liabilities

Deposit and trust liabilities are amounts advartosar deposited with CCC, on behalf of other essiti Refer to
Note 18 — Disclosures Not Related to a Specifite®tant for additional information. The balancedegorized as
intragovernmental and public, as of September 8Garfollows:

(In Millions)
2010 2009

Intragovernmental (Note 18):

Agricultural Marketing Service $ 486 $ 274
Food and Nutrition Service 485 44
Foreign Agricultural Service 193 143
Natural Resources Conservation Service 192 116
Total Intragovernmental Deposit and Trust Lialskti $ 1,356 $ 974
Public $ 7 $ 7
Total Public Deposit and Trust Liabilities $ 7 $ 7

Within USDA, Agricultural Marketing Service (AMShd Food and Nutrition Service (FNS) coordinate with
FSA/CCC to purchase certain commodities for doradsgding programs. AMS funds the purchase of
commodities for the purpose of facilitating additib sales in world markets at competitive priceblS funds the
purchase of commodities for the National Schooldluand many other domestic feeding programs adtrates!
by voluntary organizations which help to fight hengvorldwide. The commodities purchased are meatdiry,
fish, fruit, vegetables, egg products, dry beand,teee nuts. FNS coordinates the purchase throogipetitive
bids or negotiated contracts to assure the quantiglity, and variety of commodities purchased tntiee needs of
schools and institutions participating in the dotieesutrition programs. These purchases alsotdssisers,
commodity producers, and processors by helpingaimtain stable commaodity prices.

The public liability was $7 million as of Septeml3€, 2010 and 2009, respectively. The public ligbtonsists of

unapplied collections for warehouse user feesmddor disaster programs, and other miscellaneollisctions that
are temporarily held in suspense until appropyatintified and applied.
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Note 12 — Other Liabilities

Other liabilities as of September 30 are as foltows

(In Millions)
2010 2009

Intragovernmental:

Resources Payable to Treasury:

P.L.480 Direct Credit Liquidating Fund $ 2,402 $ 2,697

Export Credit Guarantee Direct Loans Liquidating drun 45 47

Resources Payable to Treas $ 2,445 $ 2,74¢

Accrued Reimbursements to CCC from Tobacco TrustiFu - 1l

Excess Subsidy Payable to Treasury 179 563

Accrued Conservation Reserve Program Technicakfsssie 6 -

Other 18 18
Total Intragovernmental Other Liabiliti $ 20z $ 597
Public $ 393 $ 1,257
Total Public Other Liabilitie $ 392 $ 1,257

Resources Payable to Treasury represents CCCidditng fund assets (cash and loans receivablefrat
allowance) less any liabilities that may be heldvasking capital. Loans made in 1991 and before-(uedit
reform direct loans and assigned loan guaranteesgaaounted for in liquidating funds. These fuodkect loan
payments and pay any related expenses or defautis| At the end of each year, any unobligatett batance is
transferred to Treasury.

As of September 30, 2010, the Public Liability urd#d $286 million related to Brazilian Cotton Inttysand $100
million related to Pigford Il claim litigation. The was a reversal of a $1.15 billion contingertiiligy resulting
from the Pigford Il case that was transferred soRarm Service Agency.
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Note 13 — Environmental and Disposal Liabilities

The Corporation formerly operated approximatelyd®,§rain storage facilities in the U.S. To date, a
approximately 120 of these facilities, Carbon Tettaride (a fumigant commonly used at grain storfagéities)
was discovered in groundwater. CCC recorded amatst of the total liability for investigation amémediation of
affected sites of $8 million for both fiscal yeamsded September 30, 2010 and 2009 based on aletaalp costs at
similar sites. This liability is not covered bydgetary resources.

Hazardous Waste Program

Since the first discovery of contaminated grouneéwaECC has been engaged in an active prograneidifg
affected sites, perform risk assessments, and corthanup actions. As of September 30, 2010 808,2
payments for these activities totaled $4 million &5 million, respectively. At September 30, 20CC,C estimates
the range of potential future losses to be betvi&&emillion and $55 million.

Note 14 — Accrued Liabilities

Accrued liabilities as of September 30 are as Vadlo

(In Millions)
2010 2009

Conservation Reserve Program $ 1,659 $ 1,734
Export Programs 74 135
Income Support Programs:

Direct and Counter-Cyclical Payments 4,684 4,960

Milk Income Loss Contract 1 13

Other 9 7
Tobacco Transition Payment Program 3,797 4,705
Other 3 6
Total Accrued Liabilities $ 10,227 $ 11,560

The liabilities for Conservation Reserve Prograneserconsidered current as of September 30, 201Q@0@l The
liability of $3,797 million and $4,705 million undéhe Tobacco Transition Payment Program (TTPRydes a
current liability of $955 as of September 30, 2@b@d 2009. The remaining balance was a long texnility as of
September 30, 2010 and 2009. Refer to Note 1 ruridhilities, for additional information.
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Note 15 — Commitments and Contingencies

A loss contingency is an existing condition, sitoiat or set of circumstances involving uncertaia$yto possible
loss to an entity. The uncertainty will ultimatdlg resolved when one or more future events oacfaildo occur.
A loss contingency is a liability when a past evengéxchange transaction has occurred, a futuftowuor other
sacrifice of resources is probable, and the fubutéow or sacrifice of resources is measurable.

In addition to loss contingencies, CCC also disz$od) an estimate of obligations related to cattel
appropriations for which the reporting entity hasoatractual commitment for payment and (2) amotorts
contractual arrangements that may require futunanitial obligations.

Commitments

Market Access Program (MAP)

The MAP was authorized by the Agriculture Trade 81978, as amended, to encourage the development,
maintenance, and expansion of commercial exporketafor agricultural commodities through cost-ghar
assistance to eligible trade organizations thatémpnt a foreign market development program. CGRewn funds
available to reimburse program participants fohatized promotional expenses. Program expensekddiscal
years ended September 30, 2010 and 2009 were $illhmand $215 million, respectively. At Septeml38,
2010 and 2009, CCC's undelivered orders on cugentracts were $219 million and $224 million, restpely.

Noninsured Crop Disaster Assistance Program (NAP)

The NAP was authorized as a CCC program under9B6 Act. The NAP provides financial assistance to
producers of non-insurable crops when a low yietgcloss of inventory, or prevented planting osatdue to
natural disasters. The crops must be non-insuatenodities for which the catastrophic risk prtitatlevel of
crop insurance is not available. Program expefwsebe fiscal years ended September 30, 2010 8068 @ere $96
million and $64 million, respectively. At Septemlt3®), 2010 CCC had no undelivered orders on cunentracts.
CCC's undelivered orders on current contracts pteaber 30, 2009 were $4 million.

Commodity Acquisition

Commitments to acquire commodities represent théract value of commodities not yet delivered und€C
purchase contracts. Such commitments amountedltarfilion and $134 million for Export Program a&257
million and $109 million for Food for Progress a&pfember 30, 2010 and 2009, respectively.

Commitments for the Food for Education program amedi to $173 million and $34 million as of SeptemBe,
2010 and 2009, respectively. The Price Supportgssiog program had commitments of $3 million ancrfibon
as of September 30, 2010 and 2009, respectivedyof September 30, 2010, there were no commitnfentke
Food Security Reserve program.
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Note 15 — Commitments and Contingencies, Continued

Conservation Reserve Program (CRP)

Through CRP, eligible participants sign 10 to 1&ryeontracts to remove land from production in exgje for an
annual rental payment. The participants also vecebst-share assistance for establishing consenvattactices on
the reserve acreage and additional incentive patgrienadopting high-priority conservation measur€€C
estimates that the future liability for CRP remiayments through FY 2016 will average $1.8 bill@mually. This
estimate is based on current program levels wighagsumption that expiring lands are re-enrolletiraaw lands
are enrolled such that enrollment ranges betweean@®2 million acres between FY 2010 and FY 204écrued
liabilities for CRP totaled approximately $1.7 il for both fiscal years.

Leases
As of September 30, 2010, future minimum rentalnpamts required under FSA operating leases for Stfite
space, for which CCC is directly liable, consistédhe following:

(In Millions)
Year Rent Expense
2011 $
2012
2013
2014
2015
Total $ 12

PR EPA~O

Allocated rent expense, net of reimbursements,$8dsmillion for both fiscal years ended Septemi®r2910 and
2009, respectively. This allocated rent expensedsegnized as part of the CCC'’s imputed finansiogrces and
imputed costs.

Contingencies

Legal Disputes and Claims

In the normal course of business, CCC becomes\yadah various legal disputes and claims. CCCnagsly
defends its position in such actions through thigc®of the General Counsel (OGC) and the U.S. et of
Justice. CCC'’s financial statements as of SepteB®e2010 included a contingent liability of $1®@lion for
Pigford Il claim litigation, a legal case for whiehpayment has been deemed probable. This amasitite®n
adjusted downward from $1.25 billion as of Septen@tke 2009 to $100 million as of September 30, 2010
following a decision by the Department and the &ffof General Counsel that $1.15 billion is a ligbof the
Farm Service Agency.

A contingency is considered reasonably possiblewthe chance of the future confirming event or év@gccurring
is more than remote but less than probable. CG®mha ongoing case, Prime Time International Compan
Vilsack. A payment for this case has been deemasionably possible, and an estimated range of dtlass is
between $3 million and $7 million.

No amounts have been accrued in the financialmm&ies for claims where the amount is uncertain logre the
probability of judgment against USDA is remote.
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Note 16 — Disclosures Related to the StatemenediQbst

Earned Revenue

Revenue and expense are recognized based on SFEASA¢counting for Revenue and Other Financing Sources
CCC follows the implementation guide for classifyimecognizing, and measuring inflows of resourdearned
revenues are exchange revenues, which arise whedeaal entity provides goods and services to titdigor to
another government entity for a price.

Earned revenue for the fiscal years ended Septedtbisras follows:

(In Millions)
2010 2009

Intragovernmental Earned Revenue:

Commodity Inventory Sales $ 788 $ 921

Interest Income 26 47

Other 132 146

Less: Intra-Agency Eliminations (788) (922)
Total Intragovernmental Earned Revenue $ 158 $ 193
Earned Revenue from the Public

Commodity Inventory Sales $ 43 $ 1,915

Interest Income 273 190

Other 47 369
Total Earned Revenue from the Public $ 363 $ 2,475
Total Earned Revenue $ 521 $ 2,663

Public commodity inventory sales decreased to $dl®>min FY 2010 from $1,916 million in FY 2009.his
decrease is due to higher upland cotton marke¢gyrighich affected commodity certificate exchangdsy 2010.
Of the total $47 million reported as other earnmeenue from the public for September 30, 2010, janityg $45
million of earned revenues, are attributable toftbbacco Trust Fund Program.

CCC'’s strategic goals are as follows:

= Supporting productive farms and ranches

=  Supporting secure and affordable food and fiber

= Conserving natural resources and enhancing theamaent

=  Supporting international economic development aade capacity building

Under supporting productive farms and ranches,raragreas include Income Support and Disaster tassis.
CCC provides financial assistance in the form efifhle payments and short term financing to stadijlsupport,
and protect farm income and prices due to thedhtan of commodity market prices or income supploe to
damage caused by natural disaster. Commodity L. Gaiscco Transition Payment Program, Disasterséeste,
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Note 16 — Disclosures Related to the StatementedfQdst, Continued

Milk Income Loss Payments, Price Support, and Diaecl Counter-Cyclical programs comprise major pxoy
activity.

Under supporting secure and affordable food aret fiprogram areas include Commaodity OperationsyyRiiice
Support, and Food Security Reserve. Of these, €0@iry Price Support and Food Security Reservgrars
protect the nation’s agriculture and food supplptigh a uniform regulatory system for the storageguicultural
products and ensure the timely provision of focadpicts procured for domestic and international fassistance
programs and market development programs.

Under conserving natural resources and enhancengriiironment, the Conservation Reserve Prograeysafds
natural resources by paying farmers to take enmimrially sensitive crop land out of production giaht long-
term resource-conserving covers (such as grassesems). These covers improve the quality of watel air,
control soil erosion, and enhance wildlife habitat.

Under supporting international economic developnagt trade capacity building, program areas inclxjgort
Credit, Market Expansion, and Trade Building. F&® CCC form cooperative agreements with other ruditp
agricultural trade commodity groups to encourageltiment, maintenance and expansion of commesgzirt
markets for agricultural commodities. Major pragsainclude Food Aid, Foreign Market Development Exgort
Credit Guarantee.

Refer to the Management Discussion and Analysigpfeance Section for additional information on ®EC’s
alignment of its strategic goals to the USDA Pearfance and Accountability Report Goals.
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Note 16 — Disclosures Related to the Statemenebvidvst, Continued

Net cost of operations for the fiscal year endegt&aber 30, 2010 (In Millions) is as follows:

Commodity Income Support and Conservation Foreign Intra-entity
Operations Disaster Programs Programs Programs Eliminations Total
Supporting Productive Farms and Ranches
Intragovernment Cost $ 49 3 909% $ -$ -$ 958
Public Cost (1,138) 6,321 - - - 5,183
Total Cost $ (1,089) $ 7230% -$ -$ -$ 6,141
Intragovernment Earned Revenue $ -$ 1% 3$ -$ -$ 1)
Public Earned Revenue 160 - - - 160
Total Earned Revenue $ -$ 159% -$ -$ -$ 159
Supporting Secure and Affordable Food and Fiber
Intragovernment Cost $ 91 $ 28% $ -$ -$ 119
Public Cost 173 (13) - - - 160
Total Cost $ 264 $ 15% 3 -$ -$ 279
Intragovernment Earned Revenue $ 8 $ 13% 3 -$ -$ 21
Public Earned Revenue - 15 - - - 15
Total Earned Revenue $ 8 $ 28% $ -$ -$ 36
Conserving Natural Resources and Enhancing the Enranment
Intragovernment Cost $ - $ -$ 41% -$ -$ 415
Public Cost - - 2,011 - - 2,011
Total Cost $ - $ -$ 2,426 -3$ -$ 2,426
Intragovernment Earned Revenue $ - $ -$ $ -$ -$ -
Public Earned Revenue - - 1 - - 1
Total Earned Revenue $ -3 -$ 3 -$ -$ 1
Support International Economic Development and Trag Capacity Buildings
Intragovernment Cost $ - $ -$ $ 948% (788)% 160
Public Cost - -$ - 2,566 - 2,566
Total Cost $ - $ -$ $ 3,514% (788)$ 2,726
Intragovernment Earned Revenue $ -3 - $ 925% (788)$ 137
Public Earned Revenue - -$ - 188 - 188
Total Earned Revenue $ -3 - $ 1,113% (788)$ 325
Total Gross Cost $ (825) $ 7,245% 2,4266 3,514% (788)$ 11,572
Less: Total Earned Revenue 8 187 1 1,113 (788) 521.
Net Cost of Operation: $ (833 % 7,05¢ $ 2428 $ 2,401 $ - $ 11,05:
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Note 16 — Disclosures Related to the Statemenebvidvst, Continued

Net cost of operations for the fiscal year endegt&aber 30, 2009 (In Millions) is as follows:

Income Support

Commodity and Disaster Conservation Foreign Intra-entity
Operations Programs Programs Programs Eliminations Total

Supporting Productive Farms and Ranches

Intragovernment Cost $ 54 $ 930 $ - $ -$ $ 984

Public Cost 1,175 10,523 - - 11,698

Total Cost $ 1,229 $ 11,453 $ -$ -$ $ 12,682

Intragovernment Earned Revenue $ - % - $ $ -$ $ .

Public Earned Revenue - 2,347 - - 2,347

Total Earned Revenue $ - $ 2,347% - $ -$ $ 2,347
Supporting Secure and Affordable Food and Fiber

Intragovernment Cost $ 87 $ 24 $ $ -$ $ 111

Public Cost 67 (7) - 60

Total Cost $ 154 $ 17 $ $ -$ $ 171

Intragovernment Earned Revenue $ 9 $ 10$ $ -$ $ L

Public Earned Revenue - 14 - 14

Total Earned Revenue $ 9 $ 24 $ $ -$ $ 15
Conserving Natural Resources and Enhancing the Enanment

Intragovernment Cost $ - % - $ 399% - $ $ 399

Public Cost - - 1,824 - 1,824

Total Cost $ - $ - $ 2,223% - $ $ 2,223

Intragovernment Earned Revenue $ - % - $ -$ -$ $

Public Earned Revenue - - L -

Total Earned Revenue $ - $ - $ 1$ -$ $
Support International Economic Development and Tra@ Capacity Buildings

Intragovernment Cost $ - % -$ $ 1,057% (920) % 137

Public Cost - - 1,612 - 1,612

Total Cost $ - % -$ -$ 2,669% (920) % 1,749

Intragovernment Earned Revenue $ - % - $ -$ 1,113% (920) % 193

Public Earned Revenue - - 112 - 112

Total Earned Revenue $ - % -$ $ 1,225% (920) % 305
Total Gross Cost $ 1,383 $ 11,470 $ 2,223 $ 2,669 $ (920)$ 16,82%
Less: Total Earned Revenue (9 2,371 1 1,225 (920) 2,668
Net Cost of Operation: $ 1,392 $ 9,09¢ $ 2,22 $ 1,44¢ $ - $ 14,157
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The SBR is a combined statement, and as such;ag#acy transactions have not been eliminated.

For the fiscal year ended September 30, 2010, thiere no obligations incurred under apportionmeaegory A,
which is funded on a quarterly basis, while obligas incurred under apportionment category B, wiiehfunded
annually, consist of $4.4 billion direct obligatand $22.4 billion reimbursable obligations.

For the fiscal year ended September 30, 2009, thiere no obligations incurred under apportionmeaegory A,
which is funded on a quarterly basis, while obligas incurred under apportionment category B, whighfunded
annually, consist of $4.4 billion direct obligatiband $24.2 billion reimbursable obligations.

The majority of the amounts reported as permanemtavailable represent redemption of debt oatheunt of
principal repayments paid to the Treasury on C@Gtstanding borrowings. The remaining balanceasgmts
rescissions of budgetary authority. The amounte\®d2.0 billion and $29.0 billion for the fiscaars ended
September 30, 2010 and 2009, respectively.

CCC has a permanent indefinite borrowing authoasydefined by OMB Circular A-11, Preparation, Sigsin,
and Execution of the Budget. An indefinite perm@rimrrowing authority becomes available pursuarstanding
provisions of law without further appropriationgians by Congress after the transmittal of the letdor the year
involved. CCC's authority is established annugllyecord the obligations of CCC; apportionmentutoents
received for some of CCC's specific programs pr@sgipending limitations within the borrowing autlpand are
subject to the Anti-Deficiency Act. The borrowiagthority provides that all obligations are repdrteven though
subsequent appropriations or offsetting collectiaikultimately be used to liquidate the obligat®of the
corporation. The Circular A-11 permits the Corpimmato incur obligations which can exceed the $8lon
ceiling and authorizes CCC to borrow funds to litase the obligations. An indefinite borrowing auihoceiling
limits the amount of moneys derived from borrowfram Treasury to liquidate the obligations incutred

Per the CCC Charter Act, 15 U.S.C. 714, the Cotpmra borrowing authority is made up of both irgstrand non-
interest bearing notes. These notes are drawn apandaily basis when disbursements exceed dspasit
reported by the Federal Reserve Banks (FRBSs), linaitches, the Treasury, and CCC's financing offi€€C is
authorized to issue and have outstanding at anyimeebonds, notes, debentures, and other sinmiligations in
an aggregate amount not to exceed $30 billion. '€@&tes payable under its permanent indefinitedwing
authority have a term of one year. On Januarydaoh year, CCC refinances its outstanding borrgsyimcluding
accrued interest, at the January borrowing ra&feiRo Note 10, Debt to the Treasury, for addaianformation.
The amount of available borrowing authority for fteeal year ended September 30, 2010 is $11.@hill

CCC receives an annual appropriation to fund syhsidts incurred. In addition, CCC has permaneaefinite
appropriation authority to finance disbursementsienander the liquidating accounts related to tleeQredit
Reform program activities, which are not coveredbgilable working capital.

Undelivered orders, either unpaid or prepaid, &l@ations, purchase orders, or contracts awarded/fiich goods
or services have not yet been received. The amdontndelivered orders are $3.2 billion and $#l®on for the
fiscal years ended September 30, 2010 and 2008 ctagely.

Unobligated budget authority is the difference kestwthe obligated balance and the total unexpebpaedce. It
represents that portion of the unexpeniadnceunencumbered by recorded obligations. Approngtiare
provided on an annual, multi-year, and no-yearsha8in appropriation expires on the last day opésod of
availability and is no longer available for newighations. Unobligated balances retain their fiser identity in
an expired account for an additional five fiscahnge The unobligated balance remains availabheake legitimate
obligation adjustments, i.e., to record previousiyecorded obligations and to make upward adjudsrian
previously underestimated obligations for five yweaAt the end of the fifth year, the authoriténceled.
Thereafter, the authority is not available for guypose.

No contributed capital was received during the reépg periods.
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Note 17 — Disclosures Related to the StatemenuadfBtary Resources,
Continued

Any information about legal arrangements affectimg use of the unobligated balance of budget aitgtier
specifically stated by program and fiscal yeahi& appropriation language or in the alternativerisions section at
the end of the appropriations act. CCC does net baligations from canceled appropriations.

The SF-133, Report on Budget Execution, which edusy CCC to report and certify obligation balanisesso
used to populate some portions of the Program arahEing Schedules (P&F Schedules) within the Bud§éhe
United States Government.

Since the P&F Schedules within tBadget of the United States Government, Fiscal 26aPare not available for
FY 2010, the reconciliation between the PresidéBtidget and the SBR for FY 2010 cannot be perfornidue
Budget of the United States Government, Fiscal 284&PRis expected to be published in February 2011 ahdev
available on the website of the Office of Managehas BudgetWww.whitehouse.gov/omiat that time. The
SF-133 and the SBR for FY 2010 will be reconciledhe FY 2010 actuals on the P&F Schedules repantdte
Budget of the United States Government, Fiscal 26&@ once released.

The SF-133 and the SBR for FY 2009 have been rdedno the FY 2009 actuals on the P&F Schedulesgmted
in theBudget of the United States Government, Fiscal 26ad. While Net Outlays reconcile between the P&F
Schedules and the SF-133, Gross Outlays and Ofigé&bllections show variances due to reportinfedénces
related to advances from the Agricultural Market8®yvice (AMS) and Food and Nutrition Service (FN$)
Treasury. Currently, both AMS and FNS have agreezhainge their reporting practices in order to nede at
Gross Outlays and Offsetting Collections.

A table presenting this comparison appears ondt@wing page.
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The comparison of selected line items of the FY®28BR to the actual on the FY 2009 P&F Schedulesgnted in thBudget of the United States
Government, Fiscal Year 20114s follows.

Portion of
Difference
SBR P&F Resulting from
SBR P&F Amount Amount Reporting
Line Ref Line No. SBR Line Description (Ref. Tab B) (Ref. Tab A, pg 2/2) Difference Requirements Note
1 21.40 Unobligated Balance - Beginning of Year 4,614 4,611 3
2 22.10/73.40 Recoveries of Prior Year Obligations 192 220 (28) c
3A 40.00/60.00 Appropriations Received 15,444 15,445 1)
3B 67.10 Authority to Borrow 29,210 24,614 4,596 4,597 a
3D1a/3D2a/3D5 58.00/68.00/69.00 Offsetting Collections - Collected 13,559 13,558 1
3D1b/3D2b 69.10/74.00 Offsetting Collections - Receivable (107) (107) -
4 41.00/42.00/22.21/22.22/61.00/62.00 Budgetary Resources/Unobligated Balance - Net Transfers (2,241) (2,242) 1
6 22.40/22.60/40.35/40.36/69.27/69.47 Permanently not Available (29,028) (24,429) (4,599) (4,597) a
7or11 23.90 Total Budgetary Resources/Status of Budgetary Resources 31,643 31,668 (25) c
8 10.00 Total New Obligations 28,652 28,681 (29) c
9/10 24.40 Unobligated Balance - End of Year 2,991 2,989 2
12 72.40 Obligated Balance - Beginning of Year 7,651 7,560 91 b
13 73.10 Obligations Incurred 28,652 28,681 (29) c
14 73.20 Gross Outlays (26,927) (26,836) 91) b
16 73.45 Recoveries of Prior Year Obligations (192) (220) 28 c
17 74.00/74.10 Change in Uncollected Customer Payments from Federal Sources 107 107 -
18 74.40 Obligated Balance - End of Year 9,291 9,292 1)
19A/19B 90.00 Outlays 13,368 13,278 90 b
NOTES:
General Any difference that is not otherwise specified is a result of rounding.
a. The variance in the Revolving Fund, fund 12X4336, and the Farm Storage Facility and Sugar Storage Facility Loans Financing Fund, fund 12X4158, is due to the differences between the Program and Finance (P&F)

and Statement of Budgetary Resources (SBR) crosswalks. The P&F crosswalk records standard general ledger (SGL) account 4143, Decreases to Indefinite Borrowing Authority, in Line 3B Borrowing Authority.
However, the SBR crosswalk reports SGL account 4143 to Line 6, Permanently not Available. The variances between Line 3B and Line 6 offset.

b. OMB instructed CCC to zero out the FY 2008 balances for Treasury symbol 12X5310, Export Guarantee Program, Negative Subsidies, in FACTS Il. Treasury symbol 12X5310 was reported on the FY 2008 SBR, and
its ending balances have carried over to beginning balances on the FY 2009 SBR. This variance existed throughout FY 2009.

c. The variance in the Export Credit Guarantee Program Fund, fund 12X1336, reflects a corrective action taken to resolve an abnormal balance in FY 2009. The SGL account used 4971, Downward Adjustments of Prior-
Year Unpaid Delivered Orders - Obligations, Recoveries, closed to the SGL account 4901, Delivered Orders - Unpaid.

92



COMMODITY CREDIT CORPORATION

Notes to the Financial Statements

Note 18 — Disclosures Not Related to a Specifiecedtant

Transactions with Related Organizations

CCC maintains deposit and trust liabilities for i&gitural Marketing Service (AMS), Foreign Agricuitl Service
(FAS), Food and Nutrition Service (FNS), and theidisal Resources Conservation Service (NRCS). RefBlote
11, Deposit and Trust Liabilities, for additionafarmation. In addition, CCC has the followingrtsactions with
USDA agencies:

For the fiscal years ended September 30, 2010 @@, Ddutlays under reimbursable agreements witbrdfisDA
agencies amounted to $29 million and $35 milli@spectively.

For the fiscal years ended September 30, 2010 608, ZCC received $19 and $17 million respectifiyn FSA
for the allocation of internal software developmeasts, which are capitalized. Currently, CCC tminses FSA for
the costs incurred in the development of softwaeduto administer agriculture programs. ReferdteNL, under
General Property and Equipment, for additionalrimfation.

CCC donates commodities for use under domestidrfggograms administered by FNS. The value of
commodities donated for these domestic purposeksidimg related transportation and storage costthiofiscal
years ended September 30, 2010 and 2009 were $illEhrand $170 million, respectively.

For the fiscal years ended September 30, 2010 @d@, ZCC transferred $21 million and $24 millioespectively,
to FNS for the Senior's Farmers Market Nutritioodg?am. CCC transferred $452 million in FY 201QhHe Animal
and Plant Health Inspection Service for bovine tablesis, light brown apple moth outbreak, and fmotyst
nematode eradication programs. In addition, C@@sfierred $1 million to the Office of the CFO faodiesel fuel
education and bio-based products, $62 million toSAdr commodity assistance program and marketingcee
and $28 million to the Rural Business and Coopegdlievelopment Service for biomass research anelaigment
in FY 2010. Also in FY 2010, CCC transferred $10@lion to Cooperative State Research, Educatiod, a
Extension Service (CSREES) for the national agrical higher education, research, and extensioresywhich
are designed to address national problems and meladisd to agriculture, the environment, humaritheand well
being, and communities.

For the fiscal years ended September 30, 2010 @®8, ZCC disbursed a total of $2.9 billion and $alkon,
respectively, on behalf of NRCS for various conaéon programs and technical assistance. In afjitor the
fiscal year ended September 30, 2010 CCC dish@s4dnillion to NRCS for CRP technical assistantaese
programs included Wetland Reserve Program, Enviestiah Quality Incentive Program (EQIP), Farm anddéka
Lands Protection Program (FRPP), Wildlife Habitatdntives Program, Ground and Surface Water Coasernv
Program, Grassland Reserve Program (GRP), andahse®ration Security Program. NRCS is respons$ivléhe
administration of these programs. For GRP, NRGSdmtered into a memorandum of understanding wite @
disburse funds using the services and facilitie€@€. It should be noted that although NRCS has Ibeceiving
funding for the EQIP since FY 2003, CCC continuesetceive separate funding for the FY 2002 andegarl
program years. Also in FY 2010, CCC transferrearfi6on to other USDA agencies including Farm Seev
Agency (FSA) and Risk Management Agency.

CCC also transferred funds to USAID to fund P.LOZ&@tle Il transportation and other administratoasts in

connection with foreign donations. Refer to Notentler Allocation Transfers and Shared Approprietitor
further information.

93



COMMODITY CREDIT CORPORATION

Notes to the Financial Statements

Note 18 — Disclosures Not Related to a Specifiteédtant, Continued
Custodial Activity

CCC'’s custodial activities involve the collectiomdatransfer of funds received from the public ohdigof U.S.
Treasury, FSA, and other USDA agencies. Theseahs include amounts related to FSA’s Farm LBeogram,
as well as other interest, fees, and penaltiesalieeasury and other USDA agencies.

Custodial activities for the Fiscal Year ended 8apiter 30 are as follows:

(In Millions)
2010 2009
Revenue Activity:
Sources of Cash Collections:
Repayment of Farm Credit Loans $ 1,360 $ 1,202
Administrative and Other Service Fees 61 13
Total Cash Collections $ 1,421 $ 1,215
Total Custodial Revenue $ 1,421 $ 1,215
Disposition of Collections:
Transfers to Others:
USDA Farm Service Agency $ 1,387 $ 1,211
Other USDA Agencies 32 13
Department of Treasury 2 13
Total Disposition of Collections $ 1,421 $ 1,237
Increase/Decrease in Amounts Yet to be Transférell - $ (22)
Net Custodial Activity $ - $
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Note 19 — Reconciliation of Net Cost of Operatitm8udget

Budgetary and proprietary accounting informatiom iaherently different because of the types ofrimfation and
the timing of their recognition. The Reconciliatiof Net Cost of Operations to Budget provides& between
budgetary and proprietary accounting informatittrserves not only to explain how information or abligations
relates to the net cost of operations but alsa$ore integrity between budgetary and proprietacpanting.

Net obligations and the net cost of operationd#ferent because (1) the net cost of operationg Ibesfinanced by
non-budgetary resources (e.g. imputed financir®))tHe budgetary and non-budgetary resources uagdinance
activities which are not components of the net ocbstperations; and (3) the net cost of operatimayg contain
components which do not use or generate resourdbs icurrent period.
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Note 19 — Reconciliation of Net Cost of Operatitm8udget,
Continued

The Reconciliation of Net Cost of Operations to geidfor the fiscal year ended September 30, 2028 fsllows:

(In Millions)
2010 2009
Resources Used to Finance Activities:
Budgetary Resources Obligated
Obligations Incurred $ 26,793 $ 28,652
Less: Spending Authority from Offsetting Caliens and Recoveries 14,475 13,644
Obligations Net of Offsetting Collections andd®veries $ 12,318 $ 15,008
Less: Offsetting Receipts 576 473
Net Obligations $ 11,742 $ 14,535
Other Resources:
Transfers In/Out without Reimbursement, Net $ (232) $ (550)
Imputed Financing from Costs Absorbed by Others 1,378 1,334
Other (12) -
Net Other Resources Used to Finance Activities $ 1,134 $ 784
Total Resources Used to Finance Activities $ 12,876 $ 15,318
Resources Used to Finance Items not Part of the NEbst of Operations:
Change in Budgetary Resources Obligated fordSo&ervices and Benefits Ordered but not YetiBeav $ 950 $ (1,681)
Resources that Fund Expenses Recognized inPReiinds (2,434, (764)
Budgetary Offsetting Collections and ReceiptaflDo Not Affect Net Cost of Operations
Credit Program Collections which Increhiilities for Loan Guarantees or Allowances fabSidy 723 760
Change in Unfilled Customer Orders 318 108
Decrease in Exchange Receivables fronPtiic 6,708 5,791
Other 117 166
Resources that Finance the Acquisition of Asset (8,288) (9,771)
Other Resources or Adjustments to Net Oblig&esources that Do Not Affect Net Cost of Operation 862 (489)
Total Resources Used to Finance Items Not Part dfi¢ Net Cost of Operations $  (1,044) $ (5,880)
Total Resources Used to Finance the Net Cost of Qpéons $ 11,832 $ 9,439
Total Resources Used to Fund Items Not Part ohé Net Cost of Operations
Components of the Net Cost of Operations that wilhot Require or Generate Resources in the
Current Period:
Components Requiring or Generating Resources imr&Reriods:
Upward/(Downward) Reestimates of Credit Sub&iggense $ 173 $ 100
(Increase) in Exchange Revenue Receivable fhenfPublic (68) 89
Other (1,174 1,064
Total Components of Net Cost of Operations thaltRéiquire or Generate Resources in Future Periods $ (1,069 $ 1,253
Components not Requiring or Generating Resources:
Depreciation and Amortization 1 (3€)
Revaluation of Assets or Liabilities 18 29
Other Components not Requiring or GeneratingpReces:
Bad Debt Expense 137 (523)
Cost of Goods Sold 835 2,802
Other (703) 1,194
Total Components of Net Cost of Operations thatwat Require or Generate Resources $ 288 $ 3,465
Total Components of Net Cost of Operations that wilnot Require or Generate Resources
in the Current Period $ (781) $ 4,71¢
Net Cost of Operations $ 11,05! $ 14,15}
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Schedule 1
Required Supplementary Information (Unaudited)

Supporting Schedule to the Combined Statements ofu8igetary Resources
Budgetary Accounts

For the Fiscal Year Ended September 30, 2010
(Dollars in Millions)

12X4336 12X2278 12X8161 (72)12X227¢ 12X1336 Other Total Budgetary
Budgetary Resources:
Unobligated balance, brought forward, October 1: $ 423 $ 237  $ - % 2. $ 316 $ 105 $ 2,019
Recoveries of prior year unpaid obligations 1,245 - - 73 5 9 1,332
Budget authority: -
Appropriation - 1,840 937 - 68 15,169 18,014
Borrowing authority (Note 17) 39,064 - - - - - 39,064
Spending authority from offsetting collections:
Earned:
Collected 10,769 93 - - - 433 11,295
Change in receivables from Federal sources (62) 75 - - - - 13
Change in unfilled customer orders:
Advance received 382 - - - - - 382
BExpenditure transfers from trust funds 937 - - - - - 937
Subtotal $ 51000 $ 2,006 $ 937 % - $ 68 % 15,602 $ 69,705
Nonexpenditure transfers, net, actual 11,470 (1,249) - 1,249 - (15,087) (3,617)
Permanently not available (41,152) - - - - (434) (41,586)
Total Budgetary Resources $ 23,995 $ 9296 $ 937 % 1,343 $ 38¢ '$ 193 $ 27,853
Status of Budgetary Resources:
Obligations incurred:
Direct $ - $ 736 $ 937 % 1,343 % 58 $ S % 3,127
Reimbursable 22,371 - - - - 67 22,438
Subtotal $ 22371 % 736 % 937 % 1,343 % 58 $ 120 $ 25,565
Unobligated balance:
Apportioned - 185 - 87 10 23 305
Exempt from apportionment 1,188 - - - - - 1,188
Subtotal $ 1,188 $ 185 $ - 0% 87 % 10 '$ s $ 1,493
Unobligated balance not available 436 75 - (86) 322 48 795
Total Status of Budgetary Resources $ 23,995 $ 996 $ 937 % 1,344 $ 390 '$ 191 $ 27,853
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Schedule 1

Supporting Schedule to the Combined Statements ofu8lgetary Resources

Budgetary Accounts

For the Fiscal Year Ended September 30, 2010
(Dollars in Millions)

Change in Obligated Balance:
Obligated balance, net

Unpaid obligations, brought forward, October 1
Less: Uncollected customer payments from Federaiss,
brought forward, October 1

Total unpaid obligated balance, net
Obligations incurred, net
Less: Gross outlays
Less: Recoveries of prior year unpaid obligaticatsual
Change in uncollected customer payments from Fédetaces
Total Change in Obligated Balance
Obligated balance, net, end of period:
Unpaid obligations
Less: Uncollected customer payments from Federaices
Total, unpaid obligated balance, net, end of period

Net Outlays:
Gross outlays
Offsetting collections
Total Net Outlays

The accompanying notes are an integral part ofetlséatements.

Required Supplementary Information

12X4336  12X2278  12X8161  (72)12X227¢  12X1336 Other Total Budgetary
$ 7,303% 251 $ -3 849 $ 11 628 $ 9,542
(233) - - - - - (233)
$ 7570 $ 251 $ - 3% 849 $ 11 628 $ 9,309
22,371 736 937 1,343 58 120 25,565
(20,877) (834) (937) (899) (64) (270) (23,881)
(1,245) - - (73) (©)] © (1,332
62 (75) - - - - (13)
$ 7881 $ 78 % $ 1220 $ - 69 $ 9,646
$ 8052 $ 153 $ -8 1220 $ - 69 $ 9,894
171) (75) - - - - (246)
$ 7881 $ 78 $ $ 1220 $ - 69 $ 9,648
$ 20877 $ 834 $ 937 $ 899 $ 64 270 $ 23,88..
(12,088) (93) - (433) (12,614)
$ 8789 $ 741 $ 937 $ 899 $ 64 (163) $ 11,267
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Schedule 1
Required Supplementary Information (Unaudited)

Required Supplementary Information

Supporting Schedule to the Combined Statements ofu8igetary Resources

Non-Budgetary Credit Program Financing Accounts

For the Fiscal Year Ended September 30, 2010
(Dollars in Millions)

Budgetary Resources:
Unobligated balance, brought forward, October 1:
Recoveries of prior year unpaid obligations
Budget authority:
Borrowing authority (Note 17)
Spending authority from offsetting collections:
Earned:
Collected
Change in unfilled customer orders:
Without advance from Federal sources
Subtotal
Permanently not available
Total Budgetary Resources

Status of Budgetary Resources:
Obligations incurred:
Direct
Subtotal
Unobligated balance:
Apportioned
Exempt from apportionment
Subtotal
Unobligated balance not available
Total Status of Budgetary Resources

12X4049 12X4337 12X4158 Other Total Non-Budgetary
$ 607 $ 265 $ 35 €5 $ 972
- - 34 - 34

381 299 519 - 1,199

138 158 139 66 501

- (10) (8 (1) i, (19)

$ 519 % 47 % 650 65 $ 1,681
- (91) (257) - (348)

$ 1,126 % 621 $ 4€2 120 $ 2,33
$ 493 % 329 % 375 31 $ 1,228
$ 493 % 329 % 375 31 $ 1,228
523 235 70 33 861

- 5 - - 5

$ 523 $% 240 $ 70 I 866
110 52 17 66 245

$ 1,126 $ 621 $ 4€2 120 $ 2,33
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Schedule 1

Supporting Schedule to the Combined Statements ofu8lgetary Resources
Non-Budgetary Credit Program Financing Accounts

For the Fiscal Year Ended September 30, 2010

(Dollars in Millions)

Change in Obligated Balance:
Obligated balance, net

Unpaid obligations, brought forward, October 1
Less: Uncollected customer payments from Federaiss, brought

forward, October 1
Total unpaid obligated balance, net
Obligations incurred, net
Less: Gross outlays

Less: Recoveries of prior year unpaid obligaticatgyal
Change in uncollected customer payments from Fédetaces

Total Change in Obligated Balance
Obligated balance, net, end of period:
Unpaid obligations

Less: Uncollected customer payments from Federaices
Total, unpaid obligated balance, net, end of period

Net Outlays:

Gross outlays

Offsetting collections

Less: Distributed Offsetting receipts
Total Net Outlays

The accompanying notes are an integral part ofels¢atements.

Required Supplementary Information

12X4049 12X4337 12X4158 Other Total Non-Budgetary

$ - - $ 159 $ - % 159
(43) (125) 9) - a77)

$ 43) 1z5) $ 150 ' $ - 8 18)
493 329 375 31 1,228

(493) (317) 274) (31) (1,115)

N - (34) - (34)

- 10 8 1 19

$ (43) (1c3) $ 225 $ 1% €0
$ - 12 % 226 $ - % 238
43) (115) @) 1 (158)

$ (43) (1c3) $ 225 $ 1% 80
$ 493 317 $ 2714 $ 31 $ 1,115
(138) (158) (139) (66) (501)

(431) (127) (18) - (576)

$ (76) 332 $ 117 $ (35 $ 28
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Schedule 2

Other Accompanying Information (Unaudited)
Change in Inventory by Commodity
For the Fiscal Year Ended September 30, 2010

(Dollars in Thousands)

Unit of
Measure
Feed Grains:
Barley Bushels
Corn Bushels
Corn Meal Pounds
Oats Bushels
Grain Sorghum Bushels
Sorghum Grits Pounds
Total Feed Grains
Wheat Bushels
Wheat Flour Pounds
Wheat Products, Other Pounds
Total Wheat
Rice Products:
Rice Products Cwit.
Total Rice Products
Cotton, Extra Long Staple Bales
Cotton, Upland Bales
Total Cotton
Dairy Products
Butter Pounds
Nonfat Dry Milk Pounds

Cheese Regular Price Support Pounds

Cheese Variety Pounds
Ultra High Temperature Milk Pounds
Total Dairy Products

Peanuts Pounds

Beginning Inventory
October 1, 2009

Quantity Value
17,573 3,108
110 588
XXX $ 3,696
17,639 3,534
XXX $ 3,534
4 109
XXX 109
XXX -
223,725 184,499
XXX 184,499

Acquisitions
Quantity Value
15 33
234,724-1 36,20(;
21, 14é 92, 245;

XXX ¢ 128,482

36,297

361,314
150,164
XXX

3,520

XXX

179
XXX

132
(706)
21,216
(2,877)
XXX
13,041

207,969
60,207
22,094

290,270

86,674
86,674

2
45,870
45,872

126

(992)
45,646

(1,287)
43,493
2,431

Cost of Sales a/

Quantity
(250,132)

(21,253:)

Value
(38,953)

(92,837-)

XXX $ (131,790)

(32,952)

(379,009)

(138,285)
XXX

(3,352)

XXX

177)
XXX

(1,000)

XXX
(2,427)

(186,985)
(63,762)
(20,055)

(270,801)

(82,391)

(82,391)

(45,35;1)
(45,354)

(825)

(825;
(413)
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Donatisn
Quantity Value
(20) (123)
XXX $ (123)
(3,307) (20,864)
88 27
XXX (20,837)
XXX -
XXX -
(52,190) (59,808)
(41,545)  (36,937)
(21,216)  (45,646)
(123,997)  (31,563)
XXX (173,954)

Other Additions, Net «

Quantity

(15)
20

XXX

(2)

(164,924)
42,251
126,875
XXX
(10,614)

Value

90

(120)

(1203

2
(516)
(518)

(118,279)
37,929

32,850
(47,500)
(2,018)

Other Dispositions b/

Quantity

Value

XXX -

XXX -

Deductions, Net ¢/

Quantity Value

XXX

XXX

Ending Inventory

Septembel032010
Quantity Value
2,165 355
XXX $ 355
33 6
11,879 2,040
XXX 2,046
172 4,391
XXX 4,391
XXX -
6,558 6,081
XXX 6,081
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Schedule 2

Other Accompanying Information (Unaudited)

Change in Inventory by Commodity, Continued
For the Fiscal Year Ended September 30, 2010
(Dollars in Thousands)

Soybean Products
Soybean Products

Dry Edible Beans
Blended Foods
Honey

Meat

Pork Bellies

Dry Whole Peas
Lentils Dry
Soybean Salad Oil
Vegetable Oil

Veg Cnd Veg Soup

Veg Cnd Tomatoes-Soup

Carton -Soup
Subtotal

Total Inventory Operations

unit ot
Measure
Bushels
Pounds

Cwt.
Pounds
Pounds
Pounds
Pounds
Cwt.
Cwt.
Pounds
Pounds
Pounds
Pounds

Beginning Inventory
October 1, 2009

Quantity

13,268

XXX

Value

10,318

202,156

Acquisitions
Quantity Value

3 36
54,465 9,996
821 30,192
286,369 64,642
2,739 46,680
845 29,616
49,203 19,045
265,060 148,363
XXX 351,001

XXX 945,791

Cost of Sales a/ Donatisn Other Additions, Net ( Other Dispositions b/
Quantity Value Quantity Value Quantity Value Quantity Value

®) (36) - - - - - -
18,725 4,018 (73,191) (14,014) - - - -
(784) (28,899) - - - - - -
(284,028)  (64,221) - - - - - -
(2,902)  (49,736) - - - - - -
(845) (29,616) - - - - - -
(26,140) (9,987) (23,063) (9,058) - - - -
(221,202)  (124,828)  (44,589) (24,136) 551 322 - -
- - (191,092) (6,355) 191,092 6,355 - -
- - (232,866) (6,819) 232,866 6,819 - -
- - (587,175) (15,198) 587,175 15,198 - -

XXX (303,717) XXX (75,580) XXX 26,676 XXX -

XXX (46,888) XXX (1,058,484) XXX (21,372) XXX 369

Note: Inventories of commodities as shown in thjsort include commodities committed to sale oeotlise obligated. Due to distinct units of meas@eantity totals are not tabulated, and are dehasexxx.
a/ Includes commodities subsequently exportedfiaadced under P.L. 480.

b/ Includes inventory quantity gains under th@&x Program, and the losses incurred for conversicurred casualties and transit, and shrinkagespoilage of

commodities.

¢/ Includes the net of over-deliveries, premiuotgjer-deliveries and discounts resulting from Wwatese operations; the net change in value and iquahtnventory
exchanged or in process of exchange; ancepsiity end packaging costs and related quantitgdives and losses in processing operations and itdrich are footnoted

individually.
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Deductions, Net c/

Quantity

XXX

Value

Ending Inventory

Septembei032010
Quantity Value
49 1,834
15,609 3,707
3 71
5,345 3,086
XXX 8,698
XXX 21,570
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Other Accompanying Information
Summary of Management Assurances

Conformance with Financial Management Systems Requements (FMFIA § 4) \

Statement of Assurance Systems do not confornmémiial management system requirements
Beginning Ending
Non-conformances Balance New | Resolved| Consolidated Reassesseq¢ Balance
Financial System Functionality 1 1
Total Non-conformances 1 1

Compliance with Federal Financial Management Improement Act (FFMIA)

Agency Auditor
Overall Substantial Compliance No No
1. System Requirements No
2. Accounting Standards Yes
3. USSGL at Transaction Level Yes
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Improper Payment Information Act (IP1A) 2002 Compliance

Executive Order 13520 of November 20, 2009, Redubimproper Payments, directed agencies to contiffioets
to identify and recover improper payments. Thaiotidn of improper payments remains a key goaafygncies.
The Farm Service Agency (FSA), under the directibthe Department of Agriculture Chief Financialfioér
(OCFO), annually reviews programs to identify if/are susceptible to significant improper paymeriise Office
of Management and Budget (OMB) is responsible &retbping implementation guidance for IPIA. OMHEides
programs as high risk if they have more than 2r5gyg and $10 million in improper payments annuafynnually,
FSA completes risk assessments of the programgfiddrby the OCFO. Current OCFO guidance requihes
over the course of a three-year period, all aggnograms will be risk assessed to determine the#llof risk for
improper payments. The risk assessment determihether each program is at a low or high risk foprioper
payments. Key elements of the risk assessmenégsanclude identifying potential vulnerabilitieghin the
program and internal controls in place to addrlessd vulnerabilities. A Test of Transactions (TG&inple may
be performed on select programs to further detezrfirir level of risk. The TOT is conducted basadyuidance
issued by the OCFO on an annual basis.

As part of the IPIA compliance efforts and the r@ssessment review process, the OCFO and or OMB may
conclude that a program should be categorizedghsrisk. If a program is identified as high ri§liSA must
complete a review of payments in accordance wighrélguirements outlined in Appendix C of OMB Ciwsuh-
123. FSA then develops a statistically valid sangilpayment transactions to determine the prajeataual
amount of improper payments for the program beéwierwed. Based on the findings (amount and typermairs),
FSA then must develop a Correction Action Plan (CfP reducing improper payments and establishqoerance
goals.

As part of the Fiscal Year 2010 IPIA Review CydtSA completed risk assessments of seven progransfidd
as high risk. The seven high risk programs werekiting Assistance Loan Program, Loan DeficiencyrRaents,
Milk Income Loss Contract Program, ConservationgRess Program, Direct and Counter-Cyclical Payments,
Noninsured Assistance Program, and Disaster Pragra@ntomparison of the FY 2010 Statistical Samphults to
FY 2009 is shown below.

IMPROPER PAYMENTS INFORMATION ACT (IPIA) COMPLIANCE
ey | IMBroper Payments| v rrs|  Dispursaments | Fercen ot
($ millions) ($ millions) ($ millions)

Program | FY 2009 | FY 2010 | FY 2009 | FY 2010 | FY 2009 | FY 2010 | FY 2009 | FY 2010 | FY 2009 | FY 2010
MAL $4,935 $4,151 $85.4 $34.7 $80.2 $30.9 $5.3 $3.8 0.16% 0.09%
LDP? NA $114 NA $.463 NA $0 NA $.471 NA 0.44%
MILC® NA $602 NA $4.7 NA $1.0 NA $3.7 NA 0.52%
CRP $1,876 $1,814 $11.2 $23.7 $5.8 $15.0 $6.8 $9.2 0.44% 0.47%
DCP $4,948 $5,921 $19.5 $55.6 $15.1 $12.9 $7.9 $42.7 0.17% 0.74%
NAP $67 $59 $8.3 $6.7 $5.4 $4.2 $3.7 $3.3 6.4% 5.63%

Disaster | $2,245 $108 $19.2 $5.1 $2.3 $1.1 $17.8 $4.0 0.84% 3.56%

! Estimates are individually calculated statistjpajections and are not intended to conform towadidate another
estimate using an arithmetical expression. Eadft pstimate is calculated with respect to its @xpansion
factors and lies within its own confidence bounBgcause of the sample design complexity, additioalaulations
are generally necessary to add or combine twondissitatistical estimates.
2 Due to the low volume of payment activity in FYQB) Loan Deficiency Payments were not reviewed.

% Due to the low volume of payment activity in FYQB) the Milk Income Loss Contract Program was eetawed.
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As FSA moves forward and awaits the issuance afaquie by OMB related to further implementationhef t
Presidential Executive Order as well as the Imprétsyment Elimination and Recovery Act of 2010 (R,
other key developments that have recently takerepdad those that will take place in the near &include:

- Issuance of draft guidance related to the riskssssent of those programs receiving Recovery Act
funds.

- The Office of the Inspector General will be havargentrance conference to explain to agencies their
plan for reviewing agency recovery efforts of impeo payments for those programs currently
identified as high risk.

- The OIG is also in the process of having a Planf@ingference related to IPIA in which all agencies
will participate.

- “Root Causes” of improper payments are also begpgnted as part of the statistical sample review to
help focus on those areas which will provide fa thost “Return on Investment” (ROI) efforts.

- FSA has also participated on OMB workgroups to luelpelop future guidance related to IPIA. This
is a result of past and present successful effeléged to reducing improper payment amounts for
agency programs.
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Glossary of Acronyms

ADA Anti-deficiency Act

ADP Automatic Data Processing

AMS Agricultural Marketing Service

BEHT  Bill Emerson Humanitarian Trust

BDO Barter Delivery Obligations

BPMS Budget and Performance Management System
CAP Corrective Action Plan

CCC Commodity Credit Corporation

CFO Chief Financial Officer

COR County Office Review

COTS Commercial-off-the-Shelf

CRP Conservation Reserve Program

CSC 2 Credit Subsidy Calculator 2

DAFP  Deputy Administrator for Farm Programs

DCP Direct and Counter-Cyclical Payment Program
DPSP  Daily Product Price Support Program

eDCP  Electronic Direct and Counter-Cyclical Paynferdgram
EQIP Environmental Quality Incentive Program

EPAS  Economics, Policy, and Analysis

FACTS Il Federal Agencies Centralized Trial BalaSgstem Il
FAI Finance Account Interest

FAPRI Food and Agricultural Policy Research Ingétu
FASAB Federal Accounting Standards Advisory Board
FAS Foreign Agricultural Service

FATER Food Aid Targeting Effectiveness Ratio

FCRA Federal Credit Reform Act of 1990

FDIIP  Financial Data Integration Improvement Plan
FFAS  Farm and Foreign Agricultural Services

FFMIA Federal Financial Management Improvement Act
FGP Facilities Guarantee Program

FISMA Federal Information Security Management Act
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FMFIA Federal Managers’ Financial Integrity Act
FMMI  Financial Management Modernization Initiative
FNCS  Food, Nutrition, and Consumer Services

FNS Food and Nutrition Service

FRBs  Federal Reserve Banks

FRPP  Farm and Ranch Lands Protection Program
FSA Farm Service Agency

FSFL Farm Storage Facility Loan Program

FSIO Financial System Integration Office

FSIS Food Safety and Inspection Service

FY Fiscal Year

GAAP  Generally Accepted Accounting Principles
GMLoB Grants Management Line of Business

GPEA  Government Paperwork Elimination Act

GPRA  Government Performance and Results Act
GRP Grassland Reserve Program

GSM General Sales Manager

HIPC  Heavily Indebted Poor Countries

ICRAS Inter-Agency Credit Risk Assessment System
IPIA Improper Payments Information Act of 2002

IT Information Technology

ITS Information Technology Services

JFEMIP  Joint Financial Management Improvement Progra
MAL Marketing Assistant Loans

MAP Market Access Program

MIDAS Modernize and Innovate the Delivery of Agritural Systems
MILC  Milk Income Loss Contract Program

MRP Marketing and Regulatory Programs

NAP Noninsured Crop Disaster Assistance Program
NIST National Institute of Standards and Technology

NPS National Payment Service
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NRE Natural Resources and Development

NRCS National Resources Conservation Service
OCFO Office of the Chief Financial Officer

oGC Office of the General Counsel

OIG Office of the Inspector General

OMB  Office of Management and Budget

PAR Performance and Accountability Report

PART  Program Assessment Rating Tool

PECD Production, Emergencies, and Compliance Dimisi
P&F Schedule Program and Financing Schedule

PL Public Law

PP&E  Property, Plant and Equipment

PSD Price Support Division

PV Present Value

RD Rural Development

REX Re-enroll or Extend

RFI Request for Information

RSI Required Supplementary Information

RSSI Required Supplementary Stewardship Information
SAP Systems Applications Products

SCGP  Supplier Credit Guarantee Program

S&E Salaries and Expenses

SBR Statement of Budgetary Resources

SFFAC Statement of Federal Financial Accounting cepits
SFFAS Statement of Federal Financial Accountingi@&iads
SNC Statement of Net Cost

SPPA  Strategic Partnership Program Agro-terrorism
TTPP  Tobacco Transition Payment Program

USAID United States Agency for International Deygteent
USDA United States Department of Agriculture

USFWS U.S. Fish and Wildlife Service
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USGS Geological Survey
USWA United States Warehouse Act
WRP Wetlands Reserve Program

WTO  World Trade Organization
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