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‘ REQUIRED SUPPLEMENTARY INFORMATION

DEFERRED MAINTENANCE

Deferred maintenance is maintenance that was scheduled to be performed, but was delayed until a
future period. Deferred maintenance represents a cost that the Federal Government has elected not to
fund and, therefore, the costs are not reflected in the financial statements.

Maintenance is defined to include preventive maintenance, normal repairs, replacement of parts and
structural components, and other activities needed to preserve the asset so that it continues to provide
acceptable service and achieve its expected life. Maintenance excludes activities aimed at expanding the
capacity of an asset or otherwise upgrading it to service needs different from, or significantly greater
than, those originally intended.

Deferred maintenance is reported for general property, plant, and equipment (PP&E); heritage assets;
and stewardship assets. It is also reported separately for critical and noncritical amounts of maintenance
needed to return each class of assets to its acceptable operating condition.

Critical maintenance is defined as a serious
threat to public health or safety, a natural
resource, or the ability to carry out the
mission of the organization.

Noncritical maintenance is defined as a
potential risk to the public or employee
safety or health (e.g., compliance with codes,
standards, or regulations) and potential
adverse consequences to natural resources
or mission accomplishment.

The Forest Service uses condition surveys to
estimate deferred maintenance on all major
classes of its PP&E. Over the past decade,
the Forest Service has implemented a national effort to collect detailed data on infrastructure condition
and maintenance and improvement needs. No deferred maintenance exists for fleet vehicles, as they
are managed through the agency’s working capital fund. Each fleet vehicle is maintained according to
schedule. The cost of maintaining the remaining classes of equipment is expensed.

The agency is committed to sustaining a manageable level of infrastructure—disinvesting in
infrastructure that can no longer be managed to appropriate standards, rightsizing its asset portfolio,
and eliminating the substantial backlog of deferred maintenance.

Estimated Deferred Maintenance

Deferred maintenance estimates for most assets—except bridges—are based on condition surveys
performed on a 5-year maximum revolving schedule. The bridge class is on a 2-year maximum revolving
schedule. To date, surveys of all administrative buildings, dams, bridges, roads open to passenger cars,
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and recreation sites have been accomplished. The agency’s deferred maintenance for National Forest
System (NFS) roads is determined annually from random sample surveys, providing an 80-percent level

of confidence.

The dollar amounts in Exhibit 1, Deferred Maintenance Totals by Asset Class, include:

= A Forest Service standard factor that includes design, contracting, and overhead costs.

= Aremoteness factor that includes the estimated travel time to the asset.

= A heritage factor.

Exhibit 1: Deferred Maintenance Totals by Asset Class as of September 30, 2011 (in millions)

- - Cost To Return
Asset Class Ove'rz-fll Frltlcal Nc'mcrltlcal To Acceptable
Condition Maintenance Maintenance Condition

Bridge Varies $33 $151 $184
Building Varies 83 981 1,064
Dam Varies 8 15 23
Fence Varies 293 0 293
Handling Facility Varies 22 0 22
Heritage Varies 7 19 26
Minor Constructed Features Varies 0 109 109
Roads’ Varies 334 3,000 3,334
Trail Varies 6 290 296
Trail Bridge Varies 3 7 10
Wastewater System Varies 19 17 36
Water System Varies 61 48 109
Wwildlife, Fish, and TES® Varies 5 2 7
Grand Total $874 $4,639 $5,513

The overall condition of major asset classes range from poor to good depending on the location, age,
and type of property. The standards for acceptable operating condition for various classes of general
PP&E, stewardship, and heritage assets are as follows.

Conditions of roads and bridges within the NFS road system are measured by various standards:

1. Federal Highway Administration regulations for the Federal Highway Safety Act;

2. Best management practices for the nonpoint source provisions of the Clean Water Act from the
U.S. Environmental Protection Agency and States;

3. Road management objectives developed through the National Forest Management Act forest
planning process; and

YIn prior years, Minor Constructed Features were mislabeled as "Recreation Sites."

? Deferred maintenance amount for Roads is for passenger-car roads (maintenance levels 3-5) only. Total deferred
maintenance, including high-clearance roads (maintenance levels 1 and 2), is $4,762 million. All road beds are
considered stewardship assets.

*In prior years, Wildlife, Fish, and Threatened and Endangered Species were incorrectly identified as "Wilderness."

D-3



REQUIRED SUPPLEMENTARY INFORMATION—UNAUDITED
FOR THE YEARS ENDED SEPTEMBER 30, 2011 AND 2010

4. Forest Service directives—Forest Service Manual (FSM) 7730, Operation and Maintenance
(August 25, 2005, amendment was superseded with October 1, 2008, revision); Forest Service
Handbook (FSH) 7709.56a, Road Preconstruction, and FSH 7709.56b, Transportation Structures
Handbook.

Dams shall be managed according to FSM 7500, Water Storage and Transmission, and FSH 7509.11,
Dams Management Handbook. The condition of a dam is acceptable when the dam meets current
design standards and does not have any deficiencies that threaten the safety of the structure or public.
For dams to be rated in acceptable condition, the agency needs to restore the dams to the original
functional purpose, correct unsightly conditions, or prevent more costly repairs.

Buildings shall comply with the National Life Safety Code, the Forest Service Health and Safety
Handbook, and the Occupational Safety Health Administration as determined by condition surveys.
These requirements are found in FSM 7310, Buildings and Related Facilities, revised November 19, 2004.
The condition of administrative facilities ranges from poor to good, with approximately 35 percent
needing major repairs or renovations, approximately 14 percent in fair condition, and 51 percent of the
facilities in good condition.

The agency is currently developing an integrated strategy to realign our administrative facility
infrastructure to meet current organizational structure and to reduce the maintenance liability for
unneeded buildings, free up land for use by local communities and private enterprise, and provide
added funds for infrastructure maintenance and development. Forest Service anticipates maximum
benefits from a combination of appropriations, facility conveyance receipts, and decommissioning of
unneeded facilities.

Recreation facilities include developed recreation sites, general forest areas, campgrounds, trailheads,
trails, water and wastewater systems, interpretive facilities, and visitor centers. These components are
included in several asset classes of the deferred maintenance exhibit. All developed sites are managed in
accordance with Federal laws and regulations (Code of Federal Regulations (CFR) 36).

Detailed management guidelines are contained in FSM 2330, Publicly Managed Recreation
Opportunities, and forest- and regional-level user guides. Quality standards for developed recreation
sites were established as Meaningful Measures for health and cleanliness, settings, safety and security,
responsiveness, and the condition of the facility.

The condition assessment for range structures (fences and stock handling facilities) is based on (1) a
determination by knowledgeable range specialists or other district personnel of whether the structure
would perform the originally intended function and (2) a determination through the use of a protocol
system to assess conditions based on age. A long-standing range methodology is used to gather this
data.

Heritage assets include archaeological sites that require determinations of National Register of Historic
Places status, National Historic Landmarks, and significant historic properties. Some heritage assets may
have historical significance, but their primary function in the agency is as visitation or recreation sites
and, therefore, may not fall under the management responsibility of the heritage program.
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Trails and trail bridges are managed according to Federal law and regulations (CFR 36). More specific
direction is contained in FSM 2350, Trail, River, and Similar Recreation Opportunities, and the FSH
2309.18, Trails Management Handbook.

Deferred maintenance of structures for wildlife, fish, and threatened and endangered species is
determined by field biologists using their professional judgment. The deferred maintenance is
considered critical if resource damage or species endangerment would likely occur if maintenance were
deferred much longer.

CONDITION OF HERITAGE ASSETS AND STEWARDSHIP LANDS

Heritage Assets

Heritage professionals are responsible for documenting and maintaining cultural resource condition
assessments to standard. Periodic monitoring and condition assessments are the basis for applying
protective measures and treatments to vulnerable, deteriorating, or threatened cultural resources. The
condition of heritage assets depends on the type of asset and varies from poor to fair.

Stewardship Land

The condition of NFS lands varies by
purpose and location. The Forest Service
monitors the condition of its stewardship
lands based on information compiled by
two national inventory and monitoring
programs—Forest Inventory and Analysis
and Forest Health Monitoring.

Although most of the estimated 193
million acres of stewardship lands
continue to produce valuable benefits—
clean air and water, habitat for wildlife,
and products for human use—significant
portions are at risk to pest outbreaks or
catastrophic fires.

There are 25 million acres of NFS lands at risk to future mortality from insects and diseases, based on
the 2006 publication of Mapping Risk From Forest Insects and Diseases. Invasive species of insects,
diseases, and plants continue to affect our native ecosystems by causing mortality to, or displacement
of, native vegetation.

The FY 2011 year-to-date® accomplishments on NFS and State and Private Forestry lands include
treatment of 254,883 acres for invasives and 28,581 acres for native pests. These numbers should be
considered preliminary, with final amounts of acres treated for invasives and native pests on NFS lands
available in February 2012 at http://www.fs.fed.us.

* Actual accomplishments for FY 2011 will be published in the FY 2013 Budget Justification in February 2012 at
http://www.fs.fed.us.
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Combined Statement of Budgetary Resources by Major Budget Account
For the year ended September 30, 2011

(in millions)
National Forest Forest and State and Capital Improvement  Wildland Fire Permanent and Working
Budgetary Resources: and Grasslands Rangeland Research  Private Forestry and Maintenance Management Trust Funds Capital Fund Total
Unobligated Balance, Brought Forward, October 1: S 221 S 47 S 65 S 106 S 862 S 934 $ 124 2,359
Recoveries of Prior Year Unpaid Obligations 7 1 9 13 59 3 2 94
Budget Authority:
Appropriation 1,601 307 278 473 2,465 700 - 5,824
Spending Authority from Offsetting Collections
Earned
Collected 74 25 42 20 58 27 250 496
Change in Receivables from Federal Sources (7) (3) - 5 142 - - 137
Change in Unfilled Customer Orders
Advance Received - - 15 - - 34 - 49
Without Advance from Federal Sources (15) 3 30 13 7 - - 38
Subtotal 1,653 332 365 511 2,672 761 250 6,544
Nonexpenditure Transfers, net 12 27 106 - (147) - - (2)
Permanently Not Available (3) (1) (1) (1) (404) - - (410)
Total Budgetary Resources S 1,890 $ 406 S 544 S 629 S 3,042 S 1,698 S 376 8,585
Status of Budgetary Resources:
Obligations Incurred:
Direct $ 1621 S 340 $ 394 $ 500 $ 2,466 S 743§ - 6,064
Reimbursable 62 24 59 27 199 - 243 614
Subtotal 1,683 364 453 527 2,665 743 243 6,678
Unobligated Balance-Apportioned 161 34 81 96 135 592 95 1,194
Unobligated Balance Not Available 46 8 10 6 242 363 38 713
Total Status of Budgetary Resources S 1,890 $ 406 S 544 S 629 S 3,042 S 1,698 S 376 8,585
Change in Obligated Balance:
Obligated Balance, net
Unpaid Obligations, Brought Forward, October 1 S 469 S 147 S 567 S 728 S 999 $ 119 $ 43 3,072
Less: Uncollected Customer Payments from
Federal Sources, Brought Forward, October 1 (124) (40) (22) (43) (81) - - (310)
Total Unpaid Obligated Balance, net 345 107 545 685 918 119 43 2,762
Obligations Incurred, net 1,683 364 453 527 2,665 743 243 6,678
Less: Gross Outlays (1,678) (353) (401) (859) (2,620) (735) (239) (6,885)
Less: Recoveries of Prior Year Unpaid, actual (7) (1) (9) (13) (59) (3) (2) (94)
Change in Uncollected Customer Payments from Federal Sources 22 - (30) (18) (149) - - (175)
Obligated Balance, net, End of Period
Unpaid Obligations 467 157 610 383 984 124 46 2,771
Less: Uncollected Customer Payments from Federal Sources (102) (40) (52) (61) (229) - (1) (485)
Total, Unpaid Obligated Balance, net, End of Period S 365 S 117 S 558 S 322 S 755 S 124 S 45 2,286
Net Outlays:
Gross Outlays S 1,678 $ 353 §$ 401 S 859 S 2,620 S 735 S 239 6,885
Less: Offsetting Collections (74) (25) (57) (21) (58) (60) (250) (545)
Less: Distributed Offsetting Receipts (86) - - - - (381) - (467)
Net Outlays S 1,518 §$ 328 S 344 S 838 S 2,562 S 294 S (11) 5,873
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Budgetary Resources:

Unobligated Balance, Brought Forward, October 1:
Recoveries of Prior Year Unpaid Obligations
Budget Authority:
Appropriation
Spending Authority from Offsetting Collections
Earned
Collected
Change in Receivables from Federal Sources
Change in Unfilled Customer Orders
Advance Received
Without Advance from Federal Sources
Subtotal
Nonexpenditure Transfers, net
Permanently Not Available
Total Budgetary Resources

Status of Budgetary Resources:
Obligations Incurred:

Direct

Reimbursable

Subtotal
Unobligated Balance-Apportioned
Unobligated Balance Not Available
Total Status of Budgetary Resources

Change in Obligated Balance:
Obligated Balance, net
Unpaid Obligations, Brought Forward, October 1
Less: Uncollected Customer Payments from
Federal Sources, Brought Forward, October 1
Total Unpaid Obligated Balance, net
Obligations Incurred, net
Less: Gross Outlays
Less: Recoveries of Prior Year Unpaid, actual
Change in Uncollected Customer Payments from Federal Sources
Obligated Balance, net, End of Period
Unpaid Obligations

Less: Uncollected Customer Payments from Federal Sources

Total, Unpaid Obligated Balance, net, End of Period

Net Outlays:
Gross Outlays
Less: Offsetting Collections
Less: Distributed Offsetting Receipts
Net Outlays
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Combined Statement of Budgetary Resources by Major Budget Account

For the year ended September 30, 2010

(in millions)
National Forest Forest and State and Capital Improvement Wildland Fire Permanent and Working
and Grasslands Rangeland Research Private Forestry  and Maintenance Management Trust Funds Capital Fund Total
S 220 $ 44 S 55 $ 663 S 712 $ 924 § 127 S 2,745
9 2 5 2 18 3 1 40
1,636 312 308 556 2,517 765 - 6,094
74 29 29 20 78 26 239 495
(2) 3 (1) (1) (49) - - (50)
(1) (1) 6 1 - 2 - 7
- (1) 10 8 (8) - - 9
1,707 342 352 584 2,538 793 239 6,555
12 29 113 - (155) - - (1)
$ 1,948 S 417 S 525§ 1,249 S 3,113 $ 1,720 $ 367 S 9,339
$ 1,654 $ 346 S 429 S 1,125 $ 2,231 $ 786 S -8 6,571
73 24 31 18 20 - 243 409
1,727 370 460 1,143 2,251 786 243 6,980
170 35 58 90 276 710 22 1,361
51 12 7 16 586 224 102 998
$ 1,948 $ 417 $ 525 $ 1,249 S 3,113 $ 1,720 $ 367 S 9,339
S 448 S 142 S 501 $ 362 S 1,007 S 129 $ 52 S 2,641
(126) (38) (14) (36) (137) - - (351)
322 104 487 326 870 129 52 2,290
1,727 370 460 1,143 2,251 786 243 6,980
(1,697) (363) (388) (775) (2,242) (793) (251) (6,509)
(9) (2) (5) (2) (18) (3) (1) (40)
2 (2) (9) (7) 57 - - 41
469 147 567 728 999 119 43 3,072
(124) (40) (22) (43) (81) - - (310)
$ 345 $ 107 $ 545 $ 685 S 918 $ 119 $ 43 S 2,762
S 1,697 S 363 S 388 S 775 S 2,242 S 793 S 251 S 6,509
(73) (28) (35) (21) (78) (29) (239) (503)
(83) - - - - (346) - (429)
S 1,541 S 335§ 353 S 754 S 2,164 S 418 S 12 S 5,577
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