MESSAGE FROM VA’S SECRETARY

THE SECRETARY OF VETERANS AFFAIRS
WASHINGTON

November 15, 2022

I am proud to present the United States Department of Veterans Affairs’
(VA) Fiscal Year (FY) 2022 Agency Financial Report. This report provides
financial and performance information demonstrating our commitment to
fiscal transparency and responsibility as we honor President Lincoln’s
#| promise to care for those “who shall have borne the battle” and for their
families and survivors.

Veterans who were exposed to toxic fumes while fighting for our country
deserve and have earned world class care and benefits. The bipartisan
Honoring our Promise to Address Comprehensive Toxics (PACT) Act
acknowledges these sacrifices by expanding health care and benefits for Veterans exposed to
burn pits and other toxic substances. The PACT Act will empower VA to provide care and benefits
to those suffering from more than 20 toxic exposure-related conditions. Implementing legislation
of this magnitude is not easy, but | know our teams will rise to the challenge for Veterans, their
families, caregivers and survivors.

Financial accountability and stewardship mean that we use the resources entrusted to us in a
responsible manner. | am pleased to report VA received its 24th consecutive unmodified audit
opinion from independent public accounting firm CliftonLarsonAllen for the FY 2022 financial
statement audit. While | celebrate this accomplishment, | am also mindful that we must continue
to address the material weaknesses, significant deficiencies and noncompliance identified by the
auditors. Information on audit findings and our remediation efforts are detailed in the
Management’s Statement of Assurance.

| am also pleased that the Partnership for Public Service has named VA one of the top five best
places to work in the Federal Government. The annual rankings measure employee engagement
and satisfaction, providing leaders with a roadmap to better manage our most important asset —
our employees. During FY 2022, the Department implemented a human infrastructure plan aimed
to make every VA job a good job. VA strives to be a model employer by treating its workforce with
dignity and respect, while providing competitive salary and benefits and challenging and
rewarding work. The morale of our workforce has a direct impact on Veteran care. Investing in
our people results in improved care and outcomes for the Veterans we serve.

Sincerely,

(/s/) Denis McDonough

1 Department of Veterans Affairs - FY 2022 Agency Financial Report



	Agency Financial ReportFiscal Year 2022 of Veterans AffairsU.S. Department
	ABOUT THE COVER
	MESSAGE FROM VA’S SECRETARY
	ABOUT THE AGENCY FINANCIAL REPORT
	CERTIFICATE OF EXCELLENCE IN ACCOUNTABILITY REPORTING
	MISSION
	ORGANIZATION
	DEPARTMENT OF VETERANS AFFAIRS ORGANIZATIONAL STRUCTURE Lower level has admin offices of OM, OIT, OEI, HRA/OSP, OPIA, OCLA, OGC< OALC, VEO and OAWP, then has Chief of Staff, Depute Secretary and the Secretary who has OIG and BVA branched out on one side and VBA, VHA, and NCA branched out on the other

	PERFORMANCE GOALS, OBJECTIVES AND RESULTS
	AGENCY PRIORITY GOALS (APG)
	FY 2021 APGS
	FY 2022 APGS

	STRATEGIC GOAL RESULTS SUMMARY
	PERFORMANCE AND FINANCIAL CONNECTION
	VETERANS HEALTH ADMINISTRATION
	VETERANS BENEFITS ADMINISTRATION
	NATIONAL CEMETERY ADMINISTRATION
	INDIRECT ADMINISTRATION


	ANALYSIS OF THE FINANCIAL STATEMENTS
	BALANCE SHEET
	ASSETS
	LIABILITIES

	CHANGES IN NET POSITION
	NET COST OF OPERATIONS
	PROGRAM NET COST
	ACTUARIAL COST & (GAIN)/LOSS

	BUDGETARY RESOURCES
	IMPACT OF COVID-19
	LIMITATIONS OF THE FINANCIAL STATEMENTS

	MANAGEMENT’S STATEMENT OF ASSURANCE
	SUMMARY OF MATERIAL WEAKNESSES
	SUMMARY OF MATERIAL NONCOMPLIANCE
	SUMMARY OF INTERNAL CONTROL ASSESSMENT
	FINANCIAL SYSTEMS FRAMEWORK
	VA’S FINANCIAL AND ACQUISITION MANAGEMENT SYSTEMS STRATEGY AND GOALS
	CURRENT FINANCIAL MANAGEMENT SYSTEM FRAMEWORK
	FUTURE FINANCIAL MANAGEMENT SYSTEMS FRAMEWORK


	FORWARD-LOOKING INFORMATION
	RISKS
	CLIMATE-RELATED FINANCIAL RISK

	VA BY THE NUMBERS
	MESSAGE FROM VA’S CHIEF FINANCIAL OFFICER
	NOTES TO THE FINANCIAL STATEMENTS
	NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
	A. ORGANIZATION
	B. REPORTING ENTITY
	C. BASIS OF ACCOUNTING AND PRESENTATION
	D.BUDGETS AND BUDGETARY ACCOUNTING
	E.REVENUES AND OTHER FINANCING RESOURCES
	F.TRANSFERRING BUDGET AUTHORITY TO OTHER AGENCIES
	G.FUND BALANCE WITH TREASURY
	H.INVESTMENTS
	I.ACCOUNTS RECEIVABLE
	J.LOANS RECEIVABLE, NET AND LOAN GUARANTEE LIABILITIES
	K. INVENTORY AND RELATED PROPERTY
	L. GENERAL PROPERTY, PLANT AND EQUIPMENT
	M. ADVANCES AND PREPAYMENTS
	N. ACCOUNTS PAYABLE
	O. LIFE INSURANCE BENEFITS
	P. ANNUAL LEAVE
	Q. VETERANS BENEFITS
	R. FEDERAL EMPLOYEE BENEFITS
	S. COMMITMENTS AND CONTINGENCIES
	T. APPLICATION OF CRITICAL ACCOUNTING ESTIMATES
	U. SUBSEQUENT EVENTS

	NOTE 2. NON-ENTITY ASSETS
	NOTE 3. FUND BALANCE WITH TREASURY
	NOTE 4. CASH
	NOTE 5. INVESTMENTS
	NOTE 6. ACCOUNTS RECEIVABLE, NET
	NOTE 7. LOANS RECEIVABLE, NET AND LOAN GUARANTEE LIABILITIES
	A. LOAN PROGRAMS
	B. LOANS RECEIVABLE
	C. ALLOWANCE FOR SUBSIDY FOR DIRECT LOANS (POST-FY 1991)
	D. SUBSIDY EXPENSE
	E. OUTSTANDING LOAN GUARANTEES
	F. LOAN GUARANTEE LIABILITIES
	G. LOAN GUARANTEE MODIFICATIONS
	H. ADMINISTRATIVE EXPENSE

	NOTE 8. INVENTORY
	NOTE 9. GENERAL PROPERTY, PLANT AND EQUIPMENT, NET
	NOTE 10. HERITAGE ASSETS
	NOTE 11. DEBT AND RELATED INTEREST PAYABLE
	NOTE 12. LIABILITIES NOT COVERED BY BUDGETARY RESOURCES
	NOTE 13. FEDERAL EMPLOYEE AND VETERANS’ BENEFITS LIABILITIES
	A. COMPENSATION AND BURIAL
	B. EDUCATION AND VR&E BENEFIT LIABILITIES
	C. VETERANS’ BENEFITS – MEDICAL CLAIMS
	D. FEDERAL EMPLOYEE BENEFITS

	NOTE 14. ENVIRONMENTAL AND DISPOSAL LIABILITIES
	NOTE 15. OTHER LIABILITIES
	NOTE 16. LEASES
	NOTE 17. LIFE INSURANCE BENEFITS
	INSURANCE LIABILITY BALANCES
	A. CASH SURRENDER VALUE
	B. PROGRAM COSTS, PREMIUMS COLLECTED AND APPROPRIATIONS USED
	C. INSURANCE IN-FORCE
	D. POLICY DIVIDENDS

	NOTE 18. COMMITMENTS AND CONTINGENCIES
	NOTE 19. FUNDS FROM DEDICATED COLLECTIONS
	NOTE 20. EXCHANGE TRANSACTIONS
	A. EXCHANGE REVENUES
	B. PUBLIC EXCHANGE TRANSACTIONS

	NOTE 21. NET PROGRAMS COSTS BY ADMINISTRATION
	NOTE 22. DISCLOSURES RELATED TO THE STATEMENT OF BUDGETARY RESOURCES
	A.BORROWING AUTHORITY
	B.PERMANENT INDEFINITE APPROPRIATIONS
	C.EXPLANATIONS OF DIFFERENCES BETWEEN THE STATEMENT OF BUDGETARYRESOURCES AND THE BUDGET OF THE U.S. GOVERNMENT
	D.USE OF UNOBLIGATED BALANCE OF BUDGET AUTHORITY
	E.UNDELIVERED ORDERS AT THE END OF THE PERIOD
	F.LEGAL ARRANGEMENTS AFFECTING THE USE OF UNOBLIGATED BALANCES
	G. CONTRIBUTED CAPITAL
	H. NET ADJUSTMENTS TO UNOBLIGATED BALANCE BROUGHT FORWARD

	NOTE 23. BUDGET AND ACCRUAL RECONCILIATION
	NOTE 24. PUBLIC – PRIVATE PARTNERSHIPS
	A. ENHANCED USE LEASES
	B.ENERGY SAVINGS PERFORMANCE CONTRACTS AND UTILITY ENERGY SERVICECONTRACTS

	NOTE 25. COVID-19 ACTIVITY
	A.AMERICAN RESCUE PLAN ACT OF 2021
	B.FAMILIES FIRST CORONAVIRUS RESPONSE ACT AND CORONAVIRUS AID, RELIEF,AND ECONOMIC SECURITY ACT

	NOTE 26. RECLASSIFICATION OF THE STATEMENT OF NET COST AND STATEMENT OF CHANGES IN NET POSITION FOR THE FINANCIAL REPORT COMPILATION PROCESS

	REQUIRED SUPPLEMENTARY INFORMATION
	DEFERRED MAINTENANCE AND REPAIRS
	COMBINING STATEMENT OF BUDGETARY RESOURCES
	LAND
	VA LAND BY PREDOMINANT USE
	ESTIMATED ACREAGE BY PREDOMINANT USE
	LAND RIGHTS


	INSPECTOR GENERAL’S TRANSMITTAL LETTER Picture background reads: Department of Veterans Affairs, Office of Inspector General.
	Audit of VA’s Financial Statements for Fiscal Years 2022 and 2021

	Independent Auditors’ Report
	Report on the Audit of the Financial Statements
	Report on Internal Control over Financial Reporting
	Report on Compliance with Laws, Regulations, Contracts, and Grant Agreements and Other Matters
	Status of Prior Year’s Control Deficiencies and Noncompliance Issues
	VA’s Response to Audit Findings and Recommendations

	EXHIBIT AMaterial Weaknesses
	1.Controls over Significant Accounting Estimates
	Background:
	Conditions:
	Criteria:
	Cause:
	Effect:
	Recommendations:

	2.Financial Systems and Reporting
	Background:
	Conditions:
	Criteria:
	Cause:
	Effect:
	Recommendations:

	3.Information Technology Security Controls
	Conditions:
	Criteria:
	Cause:
	Effect:
	Recommendations:


	EXHIBIT BSignificant Deficiencies
	1.Obligations, Undelivered Orders (UDOs), and Accrued Expenses
	Background:
	Conditions:
	Criteria:
	Cause:
	Effect:
	Recommendations:

	2. Entity Level Controls including Chief Financial Officer (CFO) Organizational Structure
	Background:
	Condition:
	Criteria:
	Cause:
	Effect:
	Recommendations:


	EXHIBIT CNoncompliance Findings
	1. Noncompliance with FFMIA
	Financial Management Systems

	2.Noncompliance with FMFIA
	3.Noncompliance with 38 USC 5315
	4. Actual and Potential Violations of the Antideficiency Act
	5. Noncompliance with Payment Integrity Information Act

	EXHIBIT DStatus of Prior Year Findings
	OTHER INFORMATION
	INSPECTOR GENERAL’S MANAGEMENT AND PERFORMANCE CHALLENGES
	OIG CHALLENGE #1. HEALTHCARE SERVICES
	OIG CHALLENGE #2. BENEFITS FOR VETERANS
	OIG CHALLENGE #3. STEWARDSHIP OF TAXPAYER DOLLARS
	OIG CHALLENGE #4. INFORMATION SYSTEMS AND INNOVATION
	OIG CHALLENGE #5: LEADERSHIP AND GOVERNANCE
	APPENDIX A: RELATED REPORTS AND CONGRESSIONAL TESTIMONY

	SUMMARY OF FINANCIAL STATEMENT AUDIT AND MANAGEMENT ASSURANCES
	PAYMENT INTEGRITY INFORMATION ACT REPORTING
	CIVIL MONETARY ADJUSTMENT FOR INFLATION
	GRANT PROGRAMS
	CLIMATE-RELATED FINANCIAL RISK
	CLIMATE ACTION PLAN AND OTHER REPORTS
	GOVERNANCE, STRATEGY, RISK MANAGEMENT AND METRICS
	GOVERNANCE
	STRATEGY
	RISK MANAGEMENT
	METRICS


	ABBREVIATIONS AND ACRONYMS
	VA ONLINE
	ACKNOWLEDGMENTS




