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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C., 20348

B-114839

To the President of the Senate and
the Speaker of the House of Representatives (.(JC 0000
Heptedd
We—have examined the Panama Canal Company's balance sheet
as of September 30, 1978, and its related statements of opera-
tions, changes in investment of the United States, and changes
in financial position for the fiscal year then ended.

Because the Company is required to assume the net cost
of the Canal Zone Government as an operating expense and
because it acts as an agent for the Canal Zone Government in
advancing funds for its monthly operations, construction, and
other activities and in collecting its revenue, we also
examined the Canal Zone Government's balance sheet as of
Septempber 30, 1978, and its related statements of operations
and changes in investment of the United States for the fiscal
year then ended.

We previously examined and reported on the Canal
organization's financial statements for the 1977 tiscal
year.

We made our examination pursuant to the Government
Corporation Control Act (31 U.S.C. 841, et. seq.) in
accordance with generally accepted auditing standards and,
accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary
in the circumstances. During our examination, we gave consid-
eration to the financial audit work performed by the Company's
internal auditors. Because of the extent of coverage and
adequacy of the internal auditors' work, we were able to limit

the extent of our tests of the Canal organization's accounting
records.

COSTs EXCLUDED FROM THE COMPANY'S
FINANCIAL STATEMENTS PURSUANT TO LAW

Legislation and related hearings indicate that the Canal
organization is designed to be operationally self-sustaining,
imposing no burden on the U.S. taxpaper except for:

--1he cost of tacilities acquired for national
defense.
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--Interest on (1) interest capitalized during
construction of the Canal and (2) the U.S.
investment in the Canal Zone Government.

--Extraordinary expenditures or losses incurred
through directives based on national policy and
not related to the Company's operations.

The Company is not legally required to reimburse the
U.S. Government for certain other costs incurred annually
on behalf of the Canal organization. These costs, totaling
$2,139,146 for fiscal year 1978, include a portion of the
annuity paid to Panama and recurring annuities and compensa-
tion payments to certain former employees.

Article I of the 1955 Treaty between the United States
and the Republic of Panama increased the annual annuity
payable to Panama from $430,000 to $1,930,000. Adjustments
required by changes in the relationship between the U.S.
dollar and gold increased the annuity to $2,328,200 in
fiscal year 1974, where it has since remained. The annuity
is paid to Panama by the Treasury from appropriations re-
ceived by the Department of State. The Company is required
to reimburse the U.S. Treasury for the amount of the original
annuity plus adjustments. The Company's portion in fiscal
yvear 1978 was $518,718; the remaining $1,809,482 was borne
by the U. S. Government. Through fiscal year 1978, payments
borne by the U.S. Government totaled approximately $36.6 mil-
lion.

Annuities are also paid annually to certain former
employees of predecessor agencies of the Canal organization.
The Company pays injury and death compensation to employees
(and their dependents) of these agencies and is reimbursed
by the U.S. Department of Labor. Construction annuities
are paid by the Office of Personnel Management (formerly
the Civil Service Commission) to U.S. citizens (and their
widows) who helped construct the Canal between 1904 and
1914. During fiscal year 1978, payments from funds pro-
vided by these agencies totaled $329,664. Total payments
through fiscal year 1978 have been $58.6 million.

PANAMA CANAL COMPANY

In our opinion, subject to uncertainties relatingp777
to the imp;ementation of the 1977 Panama Canal Treaty as
described in note 1l to the financial statements, thé&
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accompanying financial statements (schedules 1 through 5)
present fairly the financial position of the Panama Canal
Company at September 30, 1978, and September 30, 1377, and
the results of its operations, changes in the investment of
the United States, and changes in financial position for
the fiscal years then ended, in conformity with generally
accepted accounting principles which have been applied on

a consistent basis.

CANAL ZONE GOVERNMENT

In our opinion, subject to the uncertainties relating
to the implementation of the 1977 Panama Canal Treaty as
described in note 9 to the financial statements, the
accompanying financial statements (schedules 6 through 11)
present fairly the financial position of the Canal Zone
Government at September 30, 1978, and September 30, 1977,
and the results of its operations and changes in the
investment of the United States for the fiscal years then
ended, in conformity with the principles and standards of
accounting prescribed by the Comptroller General which
have been applied on a consistent basis.

Company schedules 1 through 5 and Government schedules
6 through 11, including Price-Level statements (Company
schedules 1A and 2A and Government schedules 6A and 74),
are those contained in the Canal organization's annual
report. The Price-Level statements are unaudited, but we
have reviewed and concurred with the concepts and methods
employed in their preparation.
We are also sending this report to the Director, -
Office of Management and Budget; the Secretary of the Army;
and the President of the Panama Canal Company.

i /v

Comptroller General
of the United States
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SCHEDULE 1
PANAMA CANAL COMPANY

BALANCE SHEET

ASSETS 1978 1377
PROPERTY, PLANT AND EQU IPMENT: )
At COStiruesveneronasnrsoassroansnon $911.008,523 $892,460,0659
Less accumulated deprecia~-
tion and valuation allow-
ances (Notes 3 and 4}....c000uns 399,592,501 383,408,483V
511,416,022 509,051,779
CURRENT ASSETS:
Cash (Note 5):
Fund Balance in U.S.
Treasury checking
ACCOUNt tseeessecsossocssnsnesoa 67,693,167 44,500,116
Cash in commercial banks, on
hand, and in ftransit.......e.. 3,062,909 2,642,598
} 70,756,076 47,142,714
Accounts receivable, less allowance
for doubtful accounts of $9,691,892
and $2,936,071, respectively
(Note B).iuceriecnnsncenenaronanns 14,127,201 12,436,576
Inventories:
Merchandise neld for resale..... 9,7u8,7638 9,318,261
Materials and supplies, less
allowance for obsolete and
excess inventory of $340,651
and $574,776, respectively..... 20,659,033 16,755,107
30,367,801 26,573,368
Other current assetsS.......cesnuus 21,132,166 1,579,378
116,383,244 87,732,036
OTHER ASSETS:
Deferred charges:
Retirement benefits to certain
former empPloyeeS.serencseseoass 10,2vs8,000 9,665,000
Other.eeeeerevernreronstncnnnsess 1,478,201 2,408,222
Unearned costs recoverable from sub-
sequent earnings (Note 2).......... = 4,840,065
11,686,201 16,913,287
TOTAL ASSETS. .t ercessnennnsessnosoees $639,485,467 $613,697,102

The accompanying notes are an integral part of this statement.



LIABILITIES ' 1978

INVESTMENT OF THE UNITED STATES:
Contriputed capital:
Interest-bearing (6.071%

and 5.677%, respectively)...... $318,905,576

Non-interest-bearing...ccceveeee. 18,051,630
Earned capital reinvested....... 187,391,154
524,348,360

CURRENT LIABILITIES:
Accounts payable:

U.S. Government agencies...... 7,723,837
Other...I'l.l..".l.'."..".! 6,057'655
13,781,492
Accrued liabilities:

Employees' leave..iseertnoseens 31,398,645
Salaries and WageS.ceverasvere 6,759,417

Retirement benefits to certain
former employeesS.csareerarecss 1,442,000
Employees' repatriation........ 2,156,000
Claims for damages to vessels.. 15,735,148
U.S, Treasury (Note 7).i.e.cn.n 10,577.525
OtheLeeeeesseeoscsasensonsoscense 2,431,556
70,500,291
Other current liabilities....... 1,253,202
85,534,985

OTHER LIABILITIES AND RESERVES:
U.S. Treasury (Note 2}.eeieecesas -
Retirement benefits to certain

former empPloyeeS.esaseasseccascns 8,766,000
Employees' repatriation.......... 6,171,000
Lock overhaulS..ceieeceeneneanee .o 7,805,110
Casualty losses (Note 8)eeeeseanse 1,092,369
Other (NOte 6).ievecescccanccccnns 5,767,643

29,602,122

TOTAL LIABILITIES:cicescrcencananes $639,485,467

SCHEDULE 1

$318,905,112

18,051,630

175,376,040

512,332,782

4,591,326

5,113,677

9,705,003

26,535,663
5,340,257

1,460,000
895,000
10,604,305
9,040,085

2,325,690
56,201,000
1,459,320

67,365,323

4,840,065

8,205,000
6,862,000
8,162,669

750,987
5,178,276

33,998,997

$613,697,102




SCHEDULE 2

PANAMA CANAL COMPANY

SCHEDULE 2

STATEMENT OF OPERATIONS AND EARNED CAPITAL REINVESTED

FISCAL YEARS ENDED SEPTEMBER 30,

OPERATING REVENUES:
TOllSeiseeeosoeernososssossesasnnase
OtNEeT sessreessssesesssos-2ascse

Total operating revenueS...ss.

OPERATING EXPENSES:
Maintenance of channels
and harboOrS.ieceeeossscascecoasss
Navigation service and
CONELOlsevesoessnsonanssnscccene
Locks operatiONesiescccecsososose
General repair, storehouse,
engineering, and maintenance
SErVIiCESeeosoeesanasssensoonsascs
Marine terminal operations......
Transportation and utilities....
Retail and housing operations,
including cost of goods sold
of $30,814,659 and $27,532,161,
respectively..ceiecescsnssacnns
General and administrative......
Interesteeeesecsscassosassosannse
Net cost of Canal Zone
Government.sesecsessoscersscsnse
Otherssseeessssoesssrnsssaccanesnse
Total operating expenses......

NET REVENUE......I..Cll..llll.lll.
EARNED CAPITAL REINVESTED:
Unearned costs recovered from
OperationSeertesesccovosessonnes

Balance at beginning of year...

Balance at end of yearseeceeses

1978

$195,735,234
135,274,201
331,009,435

25,485,751

43,390,026
25,447,752

8,255,229
22,789,971
21,422,369

.

54,702,063
49,349,766
19,360,736

23,340,387
20,610,206

314,154,256

16,855,179

(4,840,0865)
175,376,040

$187,391,154

1978 AND 1877

1877

$164,685,365
121,755,040
286,440,405

23,947,616

35,779,842
22,588,537

7,408,408
18,232,917
23,112,753

47,928,640
45,652,076
18,106,470

21,037,302
18,183,142

281,977,703

4,462,702

(4,462,702)

175,376,040

$175,376,040

The accompanying notes are an integral part of this statement.



SCHEDULE 3

SCHEDULE 3

PANAMA CANAL COMPANY

STATEMENY OF CONURIBUTED CAPIYAL

FISCAL YEARS ENDED SEPTEMBER 30, 1978 AND 1977

Balance September 30, 1976

Plant reactivations and
transfers, net

Balance September 30, 1977

Plant reactivations and
transfers, net

Balance September 30, 1978

The accompanying notes are

Interest- Non-interest-
bearing bearing
$318,898,623 $18,051,630
6,489 - B
318,905,112 18,051,630
464 -
$318,905,576 $18,051,630

an integral part of this statement.



SCHEDULE 4 SCHEDULE 4
PANAMA CANAL COMPANY
STATEMENT OF CHANGES IN FINANCIAL POSITION
FISCAL YEARS ENDED SEPTEMBER 30, 1978 AND 1977

1978 1977

SOURCE OF FUNDS:
From Operations:
Revenue....eosuss. ettt seteasaas $331,009,435 $286,440,405
Less operating expenses:
Net cost of Canal Zone

Governmenteeessececsaasossssse 23,340,387 21,037,302
Interest on net direct
investment.ceeeceosncsosocosns 19,360,736 18,106,470
Annuity to Republic of
PaANamMaA.eseeessssssossnnssnsnse 518,718 518,718
QOther eXpenseS..sseeseovnesee 270,934,415 242,315,213
Total operating expenses... - 314,154,256 281,977,703
Net revenue.sersesscsessson 16,855,179 4,462,702
Add transactions not requiring outlay
of funds:
Deferred payments toc U.S. Treasury
(NOte 2)ueevsesancaccnas cecassrans (4,840,065) (4,462,702)
DepreciatiONecsececeesssocscecsss vene 18,542,929 18,895,979
Provision for Canal lock
OVerhaUlS.eseeesocecasnsesssassnanse 1,729,000 2,530,000
Provision for casualty losseS..... 7,171,653 5,154,255

Assumption of liability to Canal
Zone Government for doubtful
accounts receivable, net of

amounts written off....... secnrne 589,367 571,726
Amortization and adjustment of
deferred chargeSesesesssnassnnoss 1,124,054 956,477
Total funds from operations.... 41,172,117 28,108,437
Net change in working capital other
than CaShecssesistsssssnsnsasiennanns 13,131,815 6,621,911
TOTAL.veeeeansenranaa ceesrasas . $ 54,303,932 $ 34,730,348

APPLICATION OF FUNDS:

Canal lock overhauls expenditures... $ 2,086,560 $ 1,987,846
Casualty loSSeS.eereesreceronnsonenne 6,830,271 5,299,274
Capital expendituresS..ieeeeeeeenness 21,481,193 26,431,952
Ofher.eeeeesasesssossesstscecnsnsncanss 292,546 25,320
Increase in CaShivesrnernrncnosnnnss 23,613,362 985,956

TOTAL:eeeesaansavanessssnnnnes S 54,303,932 $ 34,730,348

The accompanying notes are an integral part of this statement.
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SCHEDULE 5 SCHEDULE 5
PANAMA CANAL COMPANY
STATEMENT OF PROPERTY, PLANT AND EQUIPMENT

SEPTEMBER 30, 1978 AND SEPTEMBER 30, 1977

e 1978 . e AT
Depreciation Depreciation
and valuation and valuation
Cost ' allowances Cost allowances
Titles and treaty
F1YNtS.eeuenennenan oo S 14,728,889 5 1,933,167 > 14,728,889 $ 1,504,945
Interest during
CONStrUCt 10N« s s anoas 50,892,311 50,892,311 50,892,311 50,892,311
Canal excavation, fi1lls
and CDANKMENtS . v ave e 334,371,265 42,80l1,L50 328,545,632 34,605,737
Canal structures and
eqUIDMENt v evvnsnvansse 211,661,897 125,488,914 209,1u5,876 122,115,522
Supporting and general
facilitieSieeunwennnens 223,524,282 122,688,234 214,478,778 113,507,780
Minor items of plant
and eguipment........ 10,268,165 10,268,165 10,268,165 19,268,165
1
Facilities held for .
future use....... cese 5,401,992 5,314,758 5,401,992 5,308,662
Plant additions in
Progress. . . .« . 4 . 20,013,924 - 18,893,213 -
Suspended construction
projects....... revean 40,145,798 40,145,798 _ 40,145,798 40,145,794
TOTAL. e venenonnns $911,008,523 $399,592,501 $892,460,659 $333,4U4,8380

Tne accompanying notes are an 1ntegral part of tnis statement.
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PANAMA CANAL COMPANY

Notes to Financial Statements

1. Summary of Significant Accounting Policies.

a. Cost recovery. The application of generally accepted
accounting principles to the Panama Canal Company, a Government
corporation established by the Congress comparable to a public
utility, determines the manner in which costs are recognized.
The basis for toll rates is prescribed in Section 412 (b) of
Title 2 of the Canal Zone Code, which provides:

Tolls shall be prescribed at rates calculated to

cover, as nearly as practicable, all costs of

mauu,auung and Operaculg the Panama Canal,

together with the facilities and appurtenances

related thereto, including interest and depre-— N
ciation, and an appropriate share of the net

costs of operation of the agency known as the

Canal Zone Government.

Under Section 62 of the Canal Zone Code, certain payments to
the U.S. Treasury for the cost of interest, a portion of the
annuity, and net costs of the Canal Zone Government included
in costs of operation are required to be made annually

to the extent earned, and if not earned shall be made

from subsequent earnings. The amount for recovery from
subsequent earnings is transferred from "Earned Capital”

to an account within the "Other Assets" classification.

To the extent subsequent annual revenue realized exceeds
annual costs incurred, the amount of unearned costs
recovered is charged back to "Earned Capital" and equi-
valent payment made to the U.S. Treasury.

b. Property, plant and equipment. Property, plant
and equipment are recorded at cost or, if acquired from
another Government agency, at original cost to such agency.
Administrative and other general expenses and the cost of
funds used during construction are not capitalized. The
cost of minor items of property, plant and equipment is
charged to expense.

c. Depreciation. Depreciation is provided using a
straight-line depreciation plus additional annual depre-
ciation, identified as composite, to provide for premature
plant retirements.

d. Accounts receivable. An allowance for losses
arising from uncollectible accounts receivable is provided
by a charge to expense.

12



e. Inventories. Operating materials and supplies
are restated annually at last receipt cost. An allowance
to reflect the estimated cost of obsolete and excess
materials and supplies is established by an annual charge
to expense. Merchandise held for resale is stated at
average cost,

f. Retirement benefits. Employer payments to the
contributory Civil Service Retirement System covering
substantially all employees are charged to expense.

The Company has no liability for future payments to
employees under this system.

Non-United States citizen employees who retired
prior to October 5, 1958 are not covered by the Civil
Service Retirement System but do receive benefits under
a separate annuity plan. The amounts of the payments
made under this annuity plan are recorded as a current-
year expense., The liability of the Company for future
annuity payments to these former employees or their
eligible widows is reflected in the Balance Sheet as
"Retirement Benefits to Certain Former Employees" and
an equal amount is recorded as a Deferred Charge.

g. Deferred costs. The incremental costs of major
systems and engineering studies, and extraordinary main-
tenance costs, except for lock overhauls, are deferred
until completion and then amortized on a straight-line
basis over periods not exceeding five years.

h. Reserve for lock overhauls. A reserve is
provided through an annual charge to expense to cover
the estimated cost of periodic lock overhauls.

i. Reserve for casualty losses. A reserve is
provided through an annual charge to expense to cover
the estimated cost of marine accidents, fire, and
other casualty losses.,

2. Unearned Costs.

Beginning in fiscal year 1976, the Company exercised
its right under Section 62 of Title 2 of the Canal Zone
Code to defer payment of certain liabilities to the
extent not earned from current operations (see Note 1).
These liabilities are interest on the net direct invest-
ment of the U.S. Government in the Company, the cost of
the annuity payment to Panama pursuant to treaty, and
the net costs of the Canal Zone Government operations.

13



The withholding of payments to the U.S. Treasury
requires the Company to regard the unearned cost as
deferred charges to be recovered from future earnings.
This is in conformity with generally accepted accounting
principles as applied to a rate-regulated enterprise
and is consistent with the Company's treatment of other
costs to be recovered from future operations through
the rate-making process.

The Company withheld from the U.S. Treasury $9.3
million, an amount equaling the loss in fiscal year 1976
and the transition quarter. Earnings in fiscal year 1977
permitted the Company to pay $4.5 million. The remain-
ing balance of $4.8 million was paid during fiscal year
1978, At September 30, 1978, there were no unearned
costs recorded on the books of the Company.

3. Plant Valuation Allowances.

Valuation allowances have been established as follows:
(a) $14.5 million at September 30, 1978 and $14.6 million
at September 30, 1977, to reduce to usable value the
cost of property, plant and equipment transferred to the
Company from the Panama Canal (agency) at July 1, 1951,
and from other Government agencies subseguent to that
date; (b) $50.9 million at September 30, 1978 and
September 30, 1977, to offset interest costs imputed
for the original construction period; and (c) $65.3
million at September 30, 1978 and September 30, 1977,
to offset the cost of defense facilities and suspended
construction projects, the latter being principally the
partial construction of a third set of locks abandoned
in the early part of World War II.

Property, plant and equipment offset by valuation
allowances, when fully or partially reactivated, are
reinstated by a reduction in the valuation allowance
and by an increase to the interest-bearing contributed
capital account.

4, Depreciation as Percent of Average Costs of Plant.

The provisions for depreciation, expressed as
percentages of average costs of depreciable plant
exclusive of valuation allowances, were 2.41% for fiscal
year 1978 and 2.52% for fiscal year 1977.

14



5. Cash.

The large cash balances are maintained to satisfy
solvency requirements as defined in Section 66.6 Office
of Management and Budget Circular A-34, Instructions on
Budget Execution, nder which the incurring of obliga-
tions in excess of budgetary resources is a violation
of the Antideficiency Act. All cash exceeding current
operating requirements is kept on deposit with the
U.5. Treasury.

6. Accounts Receivable.

The accounts receivable include doubtful Canal
Zone Government receivables, for which the Panama Canal
Company is guarantor, amounting to $5.8 million at
September 30, 1978 and $5.2 million at September 30, 1977.
Corresponding amounts are recorded in the allowance for
doubtful accounts. Other liabilities and reserves
include a liability to the Canal Zone Government equal to
these receivables.

The allowance for doubtful accounts at September 30, 1978
includes $3.2 million Panama Canal Company delinguent
accounts receivable and $5.4 million Canal Zone Gover-
ment delinguent accounts receivable which are due from
the Republic of Panama. In January 1979 the Instituto de
Acueductos y Alcantarillados Nacionales (IDAAN), an
autonomous agency of the Republic of Panama, agreed to pay
certain outstanding invoices for water processing costs
totaling $744,157 over a three year period beginning in
January 1979. Diplomatic negotiations are in process to
obtain agreement whereby the Government of the Republic of
Panama will liquidate the remaining delinquent accounts of
$7.9 million.

As of the date of publishing these financial statements,
scheduled payments have been received from IDAAN.

7. Accrued Liabilities - U.S. Treasury,

Accrued liabilities - U.S. Treasury consists of $7.9
million and $2.7 million for a total of $10.6 million
withheld from the U.S. Treasury to cover Canal Zone Govern-
ment employees' leave accrual and repatriation liabilities,
respectively, until these amounts are appropriated from the
U.S5. Treasury to the Canal Zone Government. This with-
holding excludes leave liability of $1.2 million assumed
by the Canal Zone Government from the predecessor agency
and $2.2 million repatriation liability incurred but not

15



accrued prior to 1966. The total leave liability of $9.1
million and total repatriation liability of $4.9 million
is shown in the Canal Zone Government Balance Sheet.

8. Reserve for Casualty Losses.

The monthly accrual of reserve for marine accidents
in fiscal year 1978 was $0.5 million for a total of $6.0
million. An additional $1.0 million accrual was booked
in August 1978, when it became apparent that the monthly
accrual would be inadequate for the account to sustain an
appropriate balance. The final result was a reserve
balance of only $0.3 million at fiscal year end. A
special study will be made to consider reserve accrual
requirements for fiscal year 1979.

9. Contingent Liabilities and Commitments.

The estimated maximum liability, in addition to
liabilities taken into the accounts, which could result
from pending claims and lawsuits was $6.9 million at
September 30, 1978. 1In the opinion of management and
Company counsel, these pending claims and lawsuits will
be resolved with no material adverse effect on the
financial condition of the corporation.

Commitments under uncompleted construction contracts
and unfilled purchase orders amounted to $21.6 million at
September 30, 1978. Of this amount, $0.7 million in
unfilled purchase orders were prepaid. In addition, the
Panama Canal Company is liable for an indeterminable
amount with respect to death and disability payments under
the Federal Employees' Compensation Act.

The Company held as custodian negotiable securities
in the face amount of $7.2 million at September 30, 1978
to guarantee payment by third parties of their obligations.

Effective May 9, 1969, the Company entered into a
25-year contract with the Instituto de Recursos Hidraulicos
y BElectrificacion, an autonomous agency of the Republic of
Panama, for the purchase of electric power to be produced
by that agency. The contract was suspended by mutual agree-
ment from September 1, 1972 through December 31, 1976, a
period of four years and four months. As of September 30,
1978, the Company's minimum liability over the remaining
period of the contract amounted to approximately $66.5
million.

16



10. Borrowing Authority.

The Company has authority to borrow funds from the
U.S. Treasury not to exceed $40 million outstanding at any
time at interest rates to be determined by the Secretary of
Treasury. At September 30, 1978 none of this amount had
been borrowed.

11. Uncertainties Which Impact on Financial Statements.

On September 7, 1977 the President of the United States
and the Chief of Government of the Republic of Panama signed
the Panama Canal Treaty of 1977 and a Treaty Concerning the
Permanent Neutrality and Operation of the Panama Canal.

The treaties have been ratified in accordance with the
constitutional procedures of the United States and the
Republic of Panama and will enter into force six calendar
months from the date of the exchange of the instruments of
ratification which shall not be effective earlier than
March 31, ‘1979, unless legislation necessary to implement
the provisions of the Panama Canal Treaty shall have been
enacted by the Congress of the United States of America
before March 31, 1979. These treaties will terminate all
existing treaties between the two countries pertaining to
the Panama Canal and produce major changes in the civil
authority and the organization, scope of activities, and
ownership of property of the Panama Canal enterprise.

The impact of legislation to be passed, as well as various
administrative decisions to be made relative to these
treaties, is still unknown.

Until the treaties enter into force, the Panama Canal
Company will continue to operate without material changes
in the scope of its activities. These financial statements,
therefore, do not purport to reflect the effect of the
treaties or related legislation and administrative decisions
on the assets, liabilities, investment of the United States
Government, or the operating results of the Panama Canal
Company.

17



SCHEDULE 1A

PANAMA CANAL COMPANY

GENERAL PRICE~-LEVEL BALANCE SHEET

SEPTEMBER 30, 1978

(UNAUDITED)

Historical

ASSETS Dollars

General Price-
Level Dollars

(Thousands of dollars)

PROPERTY, PLANT AND EQUIPMENT:

At COSEeeeeesencnsvennsssnsssoonces $911,009
Less accumulated depreciation and
valuation allowanceS..ceeesseees - 399,593
511,416
CURRENT ASSETS:
Cash: -
Fund balance in U.S. Treasury
checking acCoOUNt..eeeceerances 67,693
Cash in commercial banks, on
hand, and in transit.cesceeasces 3,063
70,756
Accounts receivable - neteeeseeceas 14,127
Inventories:
Merchandise held for resale.svesese 9,709
Materials and supplies - net...... 20,659
30,368
Other current asSEtSeessesesscscccna 1,132
116,383
OTHER ASSETS:
Deferred Charges:
Retirement benefits to certain
former employeeS..euieeusresscnses 10,208
Other.ieeseerseessssossecensoonrosos 1,478
11,686

TOTAL ASSETS ieseesrtesseesonosassasens $639,485

$2,293,401
1,046,918

1,246,483

67,693

3,063
70,756
14,127

9,709
21,279

30,988
1,132
117,003

10,208
1,829

12,037

$1,375,523

The accompanying notes summarize the methods employed in the preparation

of this statement.
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SCHEDULE 1A

Historical General Price-
LIABILITIES Dollars Level Dollars
(T"housands ot dollars)

INVESYMENY OF 2HE UNIWED STATES:
Contributed capital:

Interest-bearing.cceeeeeccecseneess $318,905 $ 874,559
Non-interest—bearing..eceeessoesss 18,052 41,931
Earned capital reinvested.ieeseeessos 187,391 339,967
524,348 1,256,457

CURRENY LIABILITIES:
Accounts payable:

U.S. Government agenCleS.sceeesees 7,724 7,724
OthElreeersvessasssosssanssssssance 6,058 6,058
13,782 13,782
Accrued liabilities:

Employees' leave.:iserisersscoessns 31,39y 31,399
Salaries and WayESeeeseoossesoseas 6,759 6,759

Retirement benetits to certain
ftormer employeesS.ieiieieesssesncee 1,442 1,442:
Employees' repatriation.....ceve.. 2,156 2,156
Claims tfor damages to vesselS..... 15,735 15,735
UeSe L'TEASULY v susonsncnnnsanassons 10,578 10,578
OLNEY .t ieersectassrssassssansosoes 2,431 2,431
70,500 70,500
Other current liabilitieS.esiseessoases 1,253 1,253
85,535 85,535

OVHER LIABILIYIES AND RESERVES:
Retirement benefits to certain

former employeeS.cevesaeesssoennons 8,766 8,766
kmployees' repatriatioNeesisseesesaes 6,171 6,171
Lock overhaulS.ieceeseseoennocssnoena 7,805 11,447
Casualty lOSSESeseercerosvssontssenne 1,092 1,379
Othere.cereneeriocntonerssonnsscensos 5,768 5,768

29,602 33,531

WOTAL LIABILITIESetseesascenssessanssoe $639,485 $1,375,523



SCHEDULE 2A SCHEDULE 2A
PANAMA CANAL COMPANY
GENERAL PRICE-LEVEL INCOME SWAYEMENY FOR THE YEAR ENDED

SEPTEMBER 30, 1978

(UNAUDIYED)
Historical General Price-
Dollars Level Dollars
(Thousands ot dollars)
Operating revenueS.cecesscscsscssscesse $331,009 $340,940
Operating expenses:
Cost of goods SOldecesacasasessannse 32,974 33,963*
INteresSteecesetserssesssssnvssccnsas 19,36l 19,942
Operating €XpPenNS€ecsessesersscsssses 171,080 176,212
Administrative eXpPeNnS€.cssecsssessess 48,856 50,322
Net cost of Canal Zone Government... 23,340 26,766
Depreciation.csscesscsscscesscacancns 18,543 43,867
314,154 351,072
Operating revenue Or (lOSS)iseeerrevas 16,855 (10,132)
General price-level (1lesSS) galNessessos - . (2,293)
Net revenue Or (lOSS)essteeccsccsssas $ 16,855 $(12,425)

‘"he accompanying notes summarize the methods employed in the preparation
of this statement.

*Retlects only actual interest paid and no imputed costs of equity capital.
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PANAMA CANAL COMPANY

Notes to Price~Level Financial Stateinents

1. Methods employed in the preparation of the general price-
level financial statements:

a. Historical dollars are restated in terms of purchas-
ing power at the end of fiscal year 1978. The change in
the value of money has been measured by using the gross
national product implicit price deflators provided by
the U.S. Department of Commerce.

b. The restatement of revenues and expenses, except for
depreciation, reflects the change in purchasing power of
the dollar during the current fiscal year. The restate-
ment of depreciation expenses for the year is based upon
the investment in property, plant and equipment revalued
to reflect their ages. Property, plant and equipment
and the investment of the United States are restated from
July 1, 1951, the date of reorganization of the enter-
prise although the major proportion of the plant facili-
ties, e.g., the Canal itself and the locks, were placed
in service in 1914.

¢. The net change in valuation of assets and liabili-
ties, normally an increase during a period of inflation,
is credited to the investment.

d. Generally accepted accounting principles have been
followed except to reflect the change in the purchasing
power of the dollar.

2. Price-level-adjusted cost of property, plant and equip-
ment does not purport to be replacement cost.
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SCHEDULE 6

CANAL ZONE GOVERNMENY

BALANCE SHEEY

SEPTEMBER 30, 1478 and 19477

ASSE'DS
PROPERYY, PLANY AND EQUIPMENT:
At COStevesnesnovsossosoenssnssossscssancsase

Less accumulated depreciation and valua-
tion allowances (Notes 2 and 3)ceseecass

CURRENY ASSELS:
Fund balances and cash:
Fund balance in U.S. IT€ASUrY.veceaersns
Cash on hand and in transite.cecscescesse

U.S. Treasury securities (at Par).ecesesaes

Accounts recelvable:
Panama Canal Company (Note 4).cceiaeveeeces

Othereieeeeerecsossoasocnsssentanaonsosns

Inventories (at average COSt)eeesesesecens

Other current aSSEtS.eciessasssssssnocnssa

SUMS DUE FROM FULURE APPROPRIATIONS (Note 5)

POLAL ASSEILSecsetecrsscssosssscasssossosconsoes

The accompanying notes are an integral part of this statement.
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1978

$115,0490,099

54,398,545

60,691,554

5,925,207

220,908
6,146,115

730,000

5,767,643

4,252,093
10,019,736
1,222,316
14,351
18,132,518
14,890,701

$_ 93,714,773

1977

$113,000,264
52,090,952

60,909,312

7:546,833
224,859

7,771,692
690,000
5,178,276
3,581,243
8,759,511y
Y82, 240
12,214
18,215,665
13,144,261

5_92,209,238



SCHEDULE 6

LIABILITIES 1978 1977
INVESTMENT “‘OF THE UNITED STATES:
Invested capital (Note 2)ieerenosraocnossis $61,913,870 $61,891,552
Unopligated capital fundeisseesvossscenrns 1,823,030 1,747,160
Unobligated operating fund.ieveeeeesssanons - -
vpligated fundsS.ieesasessosrorsssncrannsos 1,688,920 1,794,178
65,425,820 65,432,890

CURRENT LIABILITIES:
Accounts payable:

U.5. Government agenCieS.csesassssssesns 10,308,666 ~ 10,397,087
Postal money orders payable..cecessessns 929,855 808,346
Less deposits with U.S. Postal Service.. 582,212 42,862
347,643 765,484
Othereereeresesnososnsacsnnsnstiionasenns 411,605 436,304
11,067,914 11,598,875
Accrued liabilities:

Employees' leaveiisersortsseossonnasessnes 9,066,701 8,132,261
Salaries and WageS.seessoseesssssosnesas 2,271,283 2,038,844

Retirement benefits to certain former
eMPlOYEES i esecetnssonosnonsssssnsasonns 113,000 114,000
Employees' repatriation.cicesesesssesnas 1,602,000 620,000
OtNBL s eeeseseenosnosconutnssssssssnsscnse 59,055 54,368
13,112,039 10,959,473
24,179,953 22,558,348

OTHER LIABILITIES:
Retirement benefits to certain former

EMPlOYeeS.cerecaotscnossostnnssnassnsnss 758,000 548,000
Employees' repatriation..i.icesieieervoreens 3,351,000 3,730,000
4,109,000 4,278,000

TOTAL LIABILITIES :eeienesaorocnaasoesannanns $93,714,773 $92,269,238
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SCHEDULE 8 ‘ SCHEDULE 8
CANAL ZONE GOVERNMENT

Statement of Operations
Fiscal Year Ended September 30, 1977

Operating Expenses

Other Non- Net Cost of
Funded Accrued Fund Charges Operations Borne by
Costs Depreciation and Credits Total Recoveries Panama Canal Company
CIVIL FUNCTIONS:
Office of direCtor.veeeecsssannvsnenanas resitenananansanenss $ 517,359 $ 287 $ (7,437) $ 510,209 $ - $ 510,209
Customs and imMMigration......eeeeeees 1,357,278 197 14,025 1,371,500 3,109 1,368,391
PoStal 8ervice...cevssessrness 2,441,343 15,064 67,593 2,524,000 1,729,751 794,249
Police protection,.. 8,327,854 83,120 241,352 8,652,326 48,423 3,603,903
Fire protection,, . 3,277,397 61,170 112,641 3,451,208 4,305,716 (854,508)
Judicial system.. . 318,991 437 5,783 325,211 165,402 159,809
EUCALioN. s seeueornsasnsnnas . 20,830,511 670,880 90,397 21,591,788 24,750,464 (3,158,676)
Public areas and facilities, . 3,394,613 903,522 - 4,298,135 - 4,298,135
Internal security,.evevsvere . 349,710 130 (12,145) 337,695 - 337,695
Civil defenses.csunnaasrs . 60,506 8,056 (846) 67,716 - 67,716
Licenses and other feeS...scassecssssvrescoasscnassasaconnsss 241,650 2,715 1,582 245,947 802,421 _ (556,474)
Total Civil FUNCELIONS. seeeracnessnnstsnrsassosrancensns 41,117,212 1,745,578 512,945 43,375,733 31,805,286 11,570,449
HEALTH AND SANITATION:
Office of direCtor, sciecacsanssarosevcssvorecsssacsosnsnnens 380,295 162 (5,635) 374,822 6,001 368,821
Hospitals and medical services:
Gorgas hospital and clinficS.eiieneinssssaceecosccananas 15,889,980 400,139 281,746 16,571,865 18,865,461 (2,293,596)
Coco Solo hospital and clinics,.. . 4,494,086 99,204 55,543 4,648,833 4,982,198 (333,365)
Canal Zone mental health center., . 3,022,373 22,839 61,289 3,106,501 3,555,415 (448 ,914)
Palo Seco Hospital....eessancanans B 454,687 5,971 264 460,922 451,282 9,640
Other public health services:
SANItAt 10Mcusesrovsercscncnasoserrsvncrsvoorocsasssacnss 999,635 2,669 14,709 1,017,013 11,061 1,005,952
Garbage collectionNivessecevocsoens 307,279 - - 307,279 - 307,279
Preventive medicine and quarantine.. e 866,415 414 5,091 871,920 32,871 839,049
School health uniteeeccasassaseans aes 190,777 - - 190,777 - 190,777
Veterinarian services. . 578,378 3,426 2,840 584,644 282,955 301,689
Cemeteries...voeannnss . 207,942 1,164 - 209,106 101,478 107,628
Dental clinics... .. 379,228 2,531 16,138 397,897 248,210° 149,687
Care of dead,veevesnsennsarsvosns errecsesonn 106,650 9,798 4,290 120,738 92,884 27,854
Total Health and Sanitati ONev.seesesecooscsansones 27,877,725 548,317 436,275 28,862,317 28,629,816 232,501
GENERAL EXPENSES:
Office Of the GOVEINOTesscsocossoctcaansanssnsvsosccosssnssoss 292,864 - 6,150 299,014 - 299,014
Recruitment and repatriation.. . 615,605 - - 615,605 - 615,605
Employees home leave travel... e . 636,725 - - 636,725 - 636,725
Transportation of employees' vehicles. . 111,762 - - 111,762 - 111,762
Government buildings and siteS..cececeecasesccsnvvonce .e 694,267 87,076 - 781,343 46,634 134,709
Relief payments to former er,lec,ees and their widows........ 118,101 - - 118,101 - 118,101
Net increase in accrued liability for employees'
repatriation..ciiiversecccsnacanannsons . - - 65,000 65,000 - 65,000
Miscellaneous charges and credifS,..ecaesessasnsecscscscennes 1,705,682 739,376 174,833 2,619,891 (4,033,545) 6,653,436
Total General EXpensS@S...scisnacessescecsassasssansaoss 4,175,006 826,452 245,983 5,247,441 {3,986,911) 9,236,352
TOTALe e vesannssssnasonnessssassseanssosassanssnsncssssessasssrsy $73,169,943 $3,120,347 $1,1595,203 $77,485,493 $56,448,191 $21,037,302

The accompanying notes are an integral part of this statement.



SCHEDULE 9

CANAL ZONE GOVERNMENT

Statement ot Changes in the Investment ot the United States

Fiscal Year Ended sSeptember 30,

Invested
capital
Investment at September 30,
R i $61,891,552

Appropriation by the Con-
gress for fiscal year
1978 eerercanacncnnnnnne -

Investment at October 1, 1977 61,891,552
Increases of investment:
Reimbursements trom other
U.S. Government agencles
applied to operations
(NOtE B)esececeronsannasns -

Decreases of investment:
Funded COStSiseeeesvnasesns -
Unobligated operating funds
withdrawn by U.5. Treasury
Depreclatlon..c.csessecsscesce
Miscellaneous plant adjust-

2,669,265

MENtS.erenccncsorsacensens 91,935
2,761,200
Transter between funds:

Capital expendituresS........ 2,543,442
Increase 1N 1NVentOrleS..... 240,076
2,783,518

Investment at September 30,
1978 cccresnsncnoscnanonnenns $61,913,870

Investment by Commitment of

Jnobligated funds...eveeeeese $ -
Jbligated fundsS...ecsiececeees -

Invested capital:
Property, plant and equip-
ment (Note 2)eeesrvcacsans
INVENtOrieS.ieeesssoseosenns

60,691,554
1,222,316

561,913,870

Funds

SCHEDULE 9

1978
Operating Capital Total
funas tunds investmnent
5 264,38y $3,276,949 $ 65,432,890
71,067,000 2,130,000 73,197,000
71,331,389 5,406,949 138,624,890
12,600,000 - 12,600,000
79,815,734 - 79,815,734
3,227,136 - 3,227,138
- - 2,669,265
- - 91,935
83,042,870 - ‘85,804,070
- (2,543,442) -
(240,076) - -
(240,076) (2,543,442) -
$_ 648,443 $2,863,507 $ 65,425,820
$ - $1,823,030 $ 1,823,030
648,443 1,040,477 1,688,920
- - 60,691,554
- - 1,222,316
$ 648,443 $2,863,507 $65,425,820

rhe accompanying notes are an integral part of this statement.
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SCHEDULE 10
SCHEDUEE 10 CANAL ZONE GOVERNMENT

Statement of Changes in the Investment of the United States
Fiscal Year Ended September 30, 1977

Invested Operating Capital Total
capital funds funds investment
Investment at September 30,
1976 ciiiencnne.. eeeiess-s 561,061,326 $ 303,055 § 4,172,727 § 65,537,108
Appropriation by the Con-
gress for Fiscal Year 1977 ‘- 65,900,000 3,150,000 69,050,000

Investment at October 1, 1976 61,061,326 66,203,053 7,322,727 134,587,108

Increases of investment:
Reimbursements from ather
U.S. Government agencies

applied to operations
(Note B)eciiineeseansannen - 11,800,000 - 11,800,000

Decreases of investment:

Funded COStS.i.ceeccncncnns - 73,169,942 - 73,169,942
Unobligated operating funds
withdrawn by U.S. Treasury
(net of restorations $681) - 4,522,996 - 4,522,996
DeprecialioN..veesveesnsaas 3,120,347 . - - 3,120,347
Miscellaneous plant adjust- ‘
MENLS.uuueartcoroansoancans 140,933 - - 140,933
3,261,280 77,692,938 - 80,954,218
Transfer between funds:
Capital expenditures....... 4,045,778 - (4,045,778) -
Increase in inventories.... " 45,728 (45,728) - -
4,091,506 (45,728) (4,045,778) -

Investment at September 30,
1977 cecieeverenecenesnaaeas $61,891,552 $ 264,389 $ 3,276,949 $ 65,432,890

Investment by Commitment of Funds

Unobligated funds.....cccecas $ - § - §$§1,747,160 $ 1,747,160
Obligated funds...eveeceeesns - 264,389 1,529,789 1,794,178

Invested capital:
Property, plant and equip~
ment (Note 4)......c...... 60,909,312 - 60,909,312
InventorieS.iceaccassccenes 982,240 - - 982,240

$61,891,552 $ 264;389 $_3,276,949 $ 65,432,890

The accompanying notes are an integral part of this statement.
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SCHEDULE 11 CANAL ZONE GOVERNMENT SCHEDULE 11

Statement of Property, Plant and Equipment
September 30, 1978 and September 30, 1977

1978 1477
Depreciation Depreciation
and valuation and valuation
Cost allowances Cost allowances
CIVIL FUNCYION FACILITIES:
Customs and IMMiGratlon.....s... $ 9,825 $ 442 $ 9,825 $ 246
Postal D1ViS1ON.ecsssearaonssnn 486,076 193,290 478,905 178,043
PoOlice D1V1S10N.cesnssaasas .. 1,789,361 608,745 1,562,921 564,999
FLlre DIVIS1ONisecseasanrccsasoce 1,357,629 527,235 1,146,353 475,380
Fire Hydrant bystem.......c..s. 278,005 191,859 242,279 186,194
Magistrates' CourtS....... .. 5,765 631 1,166 437
Division of SchoolS.cseceuseens 26,327,261 8,688,229 28,734,947 9,114,111
Roads, Streets, Sidewalks. . 23,310,688 12,635,031 22,876,146 12,198,624
Sewer SYSteMe.cssasseseces . 7,674,494 4,146,124 7.639,379 3,981,163
Permanent Townsites..,..... . 7,741,830 5,129,871 7,748,426 4,980,081
Experimental GardenS...... . 5,801 2,291 52,769 18,887
Street Lighting system.... .o 2,738,143 1,236,976 2,726,212 1,135,589
Libraries - Museum....... 8,400 3,308 8,400 2,640
Internal SeCUrliyeesunssesonacse 8,128 6,706 8,128 6,260
License 5ecCtlONecessasncasssanss 24,065 17,730 24,064 15,090
Civil Affairs Director's Offyce 1,031,624 323,816 1,031,754 297,986
rotal Civil Function Facilities $ 72,797,095 $ 33,706,334 $ 74,291,674 $ 33,155,780
HEALTH AND SANITATION FACILITIES:
Gorgas Hospital - ClinlcS...... $ 15,713,792 $ 4,710,017 $ 15,453,456 $ 4,294,223
Coco Solo Hospital - Clinmics... 3,989,192 1,586,110 3,978,079 1,500,266
Canal Zone Mental Healthiiuiseas 2,208,735 481,781 1,668,907 441,523
217,633 146,879 217,633 141,453
7,123 1,755 6,213 2,227
Sanitation DiviSiON.eeeresersas 111,056 60,962 101,757 56,301
Division of Veterinary Medicine 137,789 103,297 136,595 100,412
Dental and Care of Dead........ 434,189 160,534 408,639 150,469
Office of Health Director...... 4,270 3,588 68,454 29,219
Total Health and Sanitation
Faciliti@S.eveeenasorsasonse 22,823,779 7,254,923 22,039,733 6,716,493
GENERAL FACILITIES:
Civil DEfenSe..veeernareenenns 209,628 65,984 217,692 59,707
Government BuildingS.......... 8,043,686 4,261,593 5,225,081 3,054,495
Total General Facilities.... 8,253,314 4,327,577 5,442,773 3,114,202
MINOR ITEMS OF PLANT AND
EQUIPMENT s eenussevssrnorsssnnens 6,359,822 6,359,822 6,359,822 6,359,822
FACILITIES HELD FOR FUTURE USE... 2,794,741 2,749,888 2,794,741 2,744,655
PLANT ADDITIONS IN PROGRESS...... 2,061,348 =~ 2,071,521 -
€ N $115,090,099 $ 54,398,544 $113,000,264 $ 52,090,952

The accompanylng notes are an integral part of this statement.
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CANAL ZONE GOUVERNMENT

Notes to Financial Statements

1. Summary of Significant Accounting Policies.

a. Property, plant and equipment. Property, plant
and equipment are recorded at cost or, if acquired from
another Government agency, at original cost to such
agency. Administrative and other general expenses and
the costs of funds used during construction are not
capitalized. 17he cost of minor items of property, plant
and equipment is charged to expense.

b. Depreciation. Depreciation is provided using a
straight-line method applied on a composite basis. This
method provides straight-line depreciation plus additional
annual depreciation, identified as composite, to provide
for premature plant retirements.

c. Retirement benefits. Employer ‘payments to the
contributory Civil Service Retirement System covering
substantially all employees are charged to expense. The
Canal ZzZone Government has no liability for future pay-
ments to employees under this system.

Non-United States citizen employees who retired prior to
October 5, 1958 are not covered by the Civil Service Retire-
ment System but do receive benefits under a separate annuity
plan. The amounts of the payments made under this annuity
plan are recorded as a current~-year expense. The liability
of the Canal Zone Government for future annuity payments to
these former employees or their eligible widows is reflected
in the Balance Sheet as “"Retirement Benefits to Certain Former
Employees"” and an equal amount is recorded in "Sums Due from
Future Appropriations".

2. Plant Valuation Allowances,

Valuation allowances have been established at $1.8 mil-
lion at September 30, 1978 and September 30, 1977, to reduce
to usable value the cost of property, plant and equipment
transferred to the Canal Zone Government from the Panama
Canal (agency) at July 1, 1951, and from other U.S. Government
agencies subsequent to that date.

Property, plant and equipment offset by valuation allow-
ances, when fully or partially reactivated, are reinstated by
a reduction in the valuation allowance and by an increase to
the invested capital account.
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3, Depreciation as Percent of Average Cost of Plant.

The provisions for depreciation, expressed as percentages
of average cost of depreciable plant exclusive of valuation
allowances, were 2.38% for fiscal year 1978, and 2.85% for
fiscal year 1977.

4. Accounts Receivable.

The doubtful Canal Zone Government accounts receivable
were assumed by the Panama Canal Company as guarantor at
June 30, 1973, and recorded in its accounts. The stated
value of these receivables is shown in the Canal Zone Govern-
ment Balance Sheet as receivable from the Company.

5. Sums Due from Future Appropriations.

Sums due from future appropriations consist of the
unfunded portions of the employees' leave, repatriation and
retirement benefits to former employees who do not qualify
under the U.S. Civil Service retirement system. Annual
variation in the sums due from future appropriations results
from changes in these liabilities. .

6. Reimbursements Applied to Operations.

Reimbursements received from other U.S. Government agen-
cies for Canal Zone Government services amounting to $12.6
million in fiscal year 1978 and $11.8 million in fiscal year
1977 were utilized during the respective years to partially
finance operations, as authorized in the Department of Trans-
portation and Related Agencies Appropriations Bill, Public
Law 95~-85 for fiscal year 1978 and Public Law 94-387 for
fiscal year 1977.

7. Contingent Liabilities and Commitments.

Commitments under uncompleted construction contracts
and unfilled purchase orders amounted to $1.7 million at
September 30, 1978. 1In addition, the Canal Zone Government
is liable for an indeterminable amount with respect to death
and disability which could result from outstanding claims and
lawsuits is estimated at $2.3 million at September 30, 1978.

8. Administrative Services.

Under the terms of an interagency agreement, the Panama
Canal Company provides certain general and administrative -
support to the Canal Zone Government. As the cost of pro-.
viding this support cannot be readily determined, no.reim-
bursement is made.

*
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9. Uncertainties Which Impact on Financial Statements.

On September 7, 1977 the President of the United States
and the Chief of Government of the Republic of Panama signed
the Panama Canal Treaty of 1977 and a Treaty Concerning the
Permanent Neutrality and Operation of the Panama Canal. The
Treaties have been ratified in accordance with the constitu-
tional procedures of the United States and the Republic of
Panama and will enter into force six calendar months from
the date of the exchange of the instruments of ratification
which shall not be effective earlier than March 31, 1979,
unless legislation necessary to implement the provisions of
the Panama Canal 1reaty shall have been enacted by the Con-
gress of the United States of America before March 31, 1979.
These treaties will terminate all existing treaties between
the two countries pertaining to the Panama Canal and pro-
duce major changes in the civil authority and the organiza-
tion, scope of activities, and ownership of property of the
Panama Canal enterprise. The impact of legislation to be
passed, as well as various administrative decisions to be
made relative to these treaties is still unknown.

Until the treaties enter into force, the Canal Zone
Government will continue to operate without material
changes in the scope of its activities. These financial
statements, therefore, do not purport to reflect the effect
of the treaties or related legislation and administrative
decisions on the assets, liabilities, and investment of
the United States Government in the Canal Zone Government.
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SCHEDULE 6A

CANAL ZONE GOVERNMENT
GENERAL PRICE~LEVEL BALANCE SHEET
SEPTEMBER 30, 1978
(UNAUDITED)
Historical General Price-

Dollars Level Dollars
(Thousands of dollars)

ASSEYS
PROPERTY, PLAN1T AND EQUIPMENT:
AL COStececsonsorasassnsntansanns $115,090 $257,754
Less accumulated depreciation
and valuation allowanceS.csesse 54,398 133,554
60,692 124,200
CURRENT ASSE'lS:
Fund balances and casheseceesessse 6,146 6,146
U.S. Treasury securities (at ,
PAL) eecesssnossassocssanssscanns 730 730
Accounts receivable:
Panama Canal COMpPaNy.sseseosoas 5,768 5,768
Other.vesresersssssencsannsoseans 4,252 4,252
10,020 10,020
Inventories (at average cost).... 1,222 1,222
Other current assetS.cecvrecessee 14 14
18,132 18,132
SUMS DUE PFROM FUYURE APPROPRIATIONS 14,891 14,891
TOTAL ASSETS.eceesesecrssoscssssncsse $ 93,715 $157,223
———— e,

The accompanying notes summarize the methods employed in the prepara-
tion of tnis statement.
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SCHEDULE 6A

Historical General Price-
Dollars Level Dollars
(l'housands of dollars)

LIABILIYIES

INVESTMENYT OF THE UNITED STATES:

Invested capital.ceseeceesonansnse $61,914 $125,422
Unobligated capital fund....e.e... 1,823 1,823
Obligated funGSesesecsoseseanssnons 1,689 1,689
CURRENT LIABILITIES:
Accounts payable:
U.S. Government agenciesS........ 10,308 10,309
Postal money orders payable..... 930 930
Less deposits with U.S. Postal
SeLVIiCEiceernssoosasssonaasnes 582 582
' 348 348
OLNBT e i o reaescsnosonssssossasnsonns 411 411
11,068 11,068
Accrued liabilities:
Employees' leaveeseescssossesnss 9,067 9,067
Salaries and WageSesseecesesaess 2,271 2,271
Retirement benefits to certain
tormer employeeS.scacrisoasosns 113 113
Employees' repatriation..... N 1,602 1,602
Othereseveeeersonseasnssosssnncas 59 59
13,112 13,112
24,180 24,180
OTHER LIABILITIES:
Retirement benetits to certain
former employeeSeseevreseses 758 758
Employees' repatriation....... 3,351 3,351
4,109 4,109
COTAL LIABILITIES.vsceoscevoccesse $ 93,715 $157,223
———n— %



SCHEDULE 7A : SCHEDULE 7A

CANAL ZONE GOVERNMENT
GENERAL PRICE-LEVEL INCOME STALEMENT FOR THE YEAR ENDED

SEPTEMBER 30, 1978

(UNAUDI'YED)
Historical General Price-
Dollars Level Dollars
{‘'housands of dollars)
REeCOVEr1@8 . et e e ceeneansessananannanaa S 60,767 S 62,590
Operating expenses:

Punded COStSecetseeesvesescsosocnnsne 749,816 82,210
Other non-fund charges and credits.. 1,622 1,671
Depreciationessiiceescessssonsasannns __ 2,669 5,521
84,107 89,402
Operating revenue Or {(loSS)eescsseeens (23,340) (26,812)
General price-level (loss) gain.e...... - 46
Net cost of Canal Zone Government... $(23,340) $(26,766)
m———— e

The accompanying notes summarize the methods employed in the prepara-
tion of this statement.
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CANAL ZONE GOVERNMENT

Notes to Price-Level Financial Statements

1. Methods employed in the preparation of the general price-
level financial statements:

a. Historical dollars are restated in terms of purchas-
ing power at the end of fiscal year 1978. The change

in the value of money has been measured by using the gross
national product implicit price deflators provided by the
U.S5. Department of Commerce.

b. The restatement of revenues and expenses, except for
depreciation, reflects the change in purchasing power of
the dollar during the current fiscal year. The restate-
ment of depreciation expenses for the year is based upon
the investment in property, plant and equipment revalued
to reflect their ages. Property, plant and equipment

and the investment of the United States are restated from
July 1, 1951, the date of reorganization of the enterprige.

c¢. The net change in valuation of assets and liabilities,
normally an increase during a period of inflation, is
credited to the investment.

d. Generally accepted accounting principles have been
followed except to reflect the change in the purchasing
power of the dollar.

2., Price-level-adjusted cost of property, plant and equipment
does not purport to be replacement cost.
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APPENDIX I

APPENDIX I

BOARD OF DIRECTORS, PANAMA CANAL COMPANY

Chairman of the* Board:
The Honorable Clifford L. Alexander, Jr.
Secretary of the Army

Members:

The Honorable Lucy Wilson Benson
Under Secretary of State for
Security Assistance

The Honorable Michael Blumenfeld
Assistant Secretary of the Army,
Civil Works

The Honorable Robert Carswell
Deputy Secretary of the Treasury

The Honorable Richard N. Cooper
Under Secretary of State for
Economic Affairs

Mr. Charles R. Ford
Executive Assistant to the Administrator
Environmental Protection Agency

The Honorable David E. McGiffert
Assistant Secretary of Defense for
International Security Affairs

The Honorable H.R. Parfitt
Governor of the Canal Zone

The Honorable Ersa H. Poston
Vice Chairman, Merit System
Protection Board

Admiral Owen W. Siler, (Retired)
Commandant,
U.S. Coast Guard

Honorable Viron P. Vaky
Assistant Secretary of State
for Inter-American Affairs

(48696)
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Aug. 1977

Aug. 1977

Apr. 1979

July 1978
Aug. 1977
Aug. 1977

Aug. 1977

Apr. 1975
Jan. 1979
Aug. 1977

July 1978








