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Collectible Heritage Assets
As of September 30, 2008

Beginning Ending

Interior Museum Collections Balance Additions  Withdrawals Balance
Held at Interior Bureau Facilities 16 0 0 16
Held at Non-Interior Bureau Facilities 71 1 2 70
Total 87 1 2 86

Reclamation is reporting those stewardship lands included within
the boundaries of Federal Reclamation water and related projects in
terms of the number of “projects.” Additions and deletions in this
category are rare since it involves congressional authorization for
new projects or title transfer of existing projects to non-Federal
entities. There were three withdrawals: the Savory-Pothook
project, the Salinity Control project, and the Smith Fork project.
Reclamation’s stewardship lands as of September 30, 2008, are
shown in the following table.

Note 10. Liabilities

Liabilities covered by budgetary resources are funded liabilities to
be paid with existing budgetary resources. Liabilities not covered
by budgetary resources represent those unfunded liabilities for
which congressional action is needed before budgetary resources
can be provided. These liabilities as of September 30, 2008, and
2007, are combined and presented together in the Consolidated
Balance Sheet and are detailed in the following tables.
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Note 11. Debt

Reclamation holds loans that are subject to the provisions of Credit
Reform. Under Credit Reform, loans consist of two components—
the part borrowed from Treasury and the appropriated part to cover
the estimated subsidy. The maturity dates for these loans as of
September 30, 2008, range from 2012 to 2047. The interest rate
used to calculate interest owed to Treasury as of September 30,
2008, and 2007, ranged from 5.42 to 7.59 percent and 3.63 to

7.59 percent, respectively. As annual installments are received from
loan recipients, any funds in excess of interest are applied against
the outstanding principal owed to Treasury. The liabilities shown in
the following table represent debt to the Treasury resulting from
amounts borrowed to fund Credit Reform loans as of and for the
years ended September 30, 2008, and 2007.
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Note 12. Liability for Capital Transfers to the
General Fund of the Treasury

Reclamation’s intragovernmental liability to the General Fund
consists of two components: (1) recoverable appropriations
received and (2) collections for Pre-Credit Reform loans.

Reclamation records an intragovernmental liability for
appropriations determined to be recoverable from project
beneficiaries and decreases the liability when payments are received
from these beneficiaries and, subsequently, transferred to Treasury’s
General Fund. Interest is accumulated on this liability pursuant to
authorizing project legislation or administrative policy. Interest
rates used for both FY 2008 and 2007 ranged from 2.63 and 9.84.
Repayment is generally over a period not to exceed 50 years from
the time revenue producing assets are placed in service. Repayment
to Treasury’s General Fund is dependent upon actual water and
power delivered to customers; as such, there is no structured
repayment schedule. This liability may increase or decrease due to
actual costs incurred, collections, and repayments. It may also
increase or decrease due to the annual preparation of the Statement
of Project Construction Costs Reconciliation (SPCCR), which is a
review of a project’s original estimate of costs compared to actual
costs and revenues. Actual repayments to Treasury’s General Fund
in FY 2008 and 2007 were $6 million and $4 million, respectively.

Historically, Reclamation received appropriations for the
disbursement of loans prior to the enactment of Credit Reform (see
Note 1.G). This legislation requires collections of balances for
loans obligated prior to FY 1992 be transferred to Treasury’s
General Fund on an annual basis. Reclamation has recorded an
intragovernmental liability for the net Pre-Credit Reform loans
receivable balance and total current year collections in the direct
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loan liquidating account. This liability is reduced when the
collections for a given fiscal year are transferred to Treasury’s
General Fund. Repayments of Pre-Credit Reform loan
appropriations and interest to Treasury’s General Fund in FY 2008
and 2007 were $7 million and $5 million, respectively.

The liabilities shown in the following table represent the
outstanding amounts payable to Treasury’s General Fund as of and
for the years ended September 30, 2008, and 2007.

Note 13. Contingent Liabilities and
Environmental and Disposal Liabilities

Reclamation is currently involved in various environmental cleanup
actions and legal proceedings. Disclosure and recognition of these
contingent liabilities have been made in accordance with

SFFAS No. 5, “Accounting for Liabilities of the Federal
Government.” The liabilities are accrued when probable and
reasonably estimable. Additionally, liabilities are disclosed in the
estimated range of loss when the conditions for liability recognition
are not met and the likelihood of loss is more than remote.

The accrued and potential environmental and disposal liabilities and
contingent liabilities as of September 30, 2008, and 2007, are
summarized in the following tables.
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A. Contingent Liabilities — Legal Claims and Assertions

Reclamation is party to a number of lawsuits and other actions
where monetary amounts are sought from Reclamation, including
construction cost claims, lawsuits over repayment of certain project
costs, and water rights claims.

B. Environmental and Disposal Liabilities

Reclamation has Government-related potential environmental and
disposal liabilities associated with hazardous waste removal,
containment, or disposal. Reclamation’s hazardous wastesites
include vehicle maintenance facilities and landfills. These sites
have various types of contamination, including soil contamination
from waste petroleum, heavy metal, and other regulated toxic waste.
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Reclamation’s cleanup sites fall under the purview of the Resources
Conservation and Recovery Act of 1976, the Clean Air Act, the
Endangered Species Act, and the Comprehensive Environmental
Response, Compensation, and Liability Act of 1980, which created
the Superfund Program.

The estimated range of loss includes the expected future cleanup
costs and, for those sites where the future liability is unknown, the
cost of studies necessary to evaluate response requirements. There
are no material changes in total estimated cleanup costs that are due
to changes in law or technology.

Note 14. Operating Leases

Most of Reclamation’s facilities are leased through the General
Services Administration (GSA), which charges rent that is intended
to approximate commercial rental rates. For property leased
through GSA, Reclamation does not always execute an occupancy
agreement; however, a 120- to 180-day notice to vacate is normally
required. For the years ended September 30, 2008, and 2007, the
lease expense amount for federally and non-federally owned
property leased through GSA was $17.5 million and $18.6 million,
respectively. The GSA personal property consists of leased
vehicles. Although Reclamation anticipates leasing facilities

from GSA subsequent to FY 2013, these leases are only disclosed
for 5 future years unless such leases are non-cancelable. Any
non-cancelable lease amounts are included in the “Thereafter”

row for all future out years based on individual agreements.

In addition to leases with GSA, Reclamation had, for the years
ended September 30, 2008, and 2007, operating lease payments to
non-Federal entities in the amount of $3.0 million and $3.1 million,
respectively. These leases were primarily for office space and
office equipment. Reclamation has an option to renew many of its
operating leases at terms similar to the initial terms.

The following is a schedule by year of future minimum lease
payments as of September 30, 2008. Future operating lease
payments are calculated based on the terms of the lease or, if the
lease is silent, an inflationary factor of 2.5 percent for FY 2009 and
beyond.
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Note 15. Consolidated Statement of Net Cost

The Consolidated Statement of Net Cost is presented in accordance
with the strategic plan in place for that fiscal year, as required under
GPRA. Consolidating Statements of Net Cost, shown by regional
organization and reporting segment for the years ended

September 30, 2008, and 2007, are presented at the end of Note 18.

Note 16. Combined Statement of Budgetary
Resources

The Combined Statement of Budgetary Resources has been
prepared to coincide with the amounts shown in the President’s
Budget. The FY 2007 amounts shown equal those presented

in the President’s Budget. The actual amounts for FY 2008

in the President’s Budget had not been published at the time
these financial statements were prepared. The President’s
Budget with the actual FY 2008 amounts is estimated to be
released in February 2009 and can be located at the OMB Web
site: (www.whitehouse.gov/omb).

Offsetting receipts are collections that are credited to general
fund, special fund, or trust fund receipt accounts and offset

gross outlays. Unlike offsetting collections, which are credited

to expenditure accounts and offset outlays at the account level,
offsetting receipts are not authorized to be credited to expenditure
accounts and are used to offset outlays at the bureau level. The
legislation that authorizes the offsetting receipts may earmark
them for a specific purpose and either appropriate them for
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expenditure for that purpose or require them to be appropriated
in annual appropriations acts before they can be spent.

Reclamation’s borrowing authority is provided under the Credit
Reform Act of 1990 (refer to Note 7 for additional information on
Credit Reform loans). The repayment terms and provisions of these
loans are not more than 40 years from the date when the principal
benefits of the projects first become available. The collections on
these loans in excess of the interest due Treasury are applied to the
outstanding principal owed Treasury.

Reclamation has two major budget accounts that are classified as
permanent indefinite appropriations, which are available until
expended. The Colorado River Dam Fund — Boulder Canyon
Project is an available receipt fund into which various operating
revenues of the Hoover Dam are covered, mainly from the sale of
power generated at the dam. Reclamation Trust Funds include
amounts received from public benefactors that are used to finance
restoration and other activities. These permanent indefinite
appropriation accounts are classified as exempt from apportionment.

Other Reclamation funds, including those not specifically
mentioned here, are subject to annual apportionment by OMB and
classified as Category B apportionments. Detailed amounts for each
of Reclamation’s major budget accounts are included in the
Combining Statements of Budgetary Resources located in the
“Supplemental Section” of this report. All unobligated balances
presented are available until expended.

All appropriation language contains specific and/or general
authorizations. These authorizations may be defined as legislative
parameters that frame the funding and Federal agency policy for
executing programs. These authorizations also direct how
Reclamation must treat other assets it may acquire as a result of
executing operating programs. Since both specific and general
authorizations are integral components of all legislation,
Reclamation does not view them as restrictions or legal
encumbrances on available funding.

Obligations incurred by budget category for Reclamation’s
budgetary accounts and non-budgetary Credit Reform financing
account are presented in the following tables.
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Obligations Incurred by Budget Category
For the Year Ended September 30, 2008
(In Thousands)

Apportioned Exempt from

Category B Apportionment Total
Direct 3 1,092,831 $ 78,432 $ 1,171,263
Reimbursable 929 337 - 929,337
Total Obligations Incurred % 2,022,168 % 78,432 $ 2,100,600
Obligations Incurred by Budget Category
For the Year Ended September 30, 2007
(In Thousands)

Apportioned Exempt from

Category B Apportionment Total
Direct 3 1,014,289 $ 92,848 $ 1,107,137
Reimbursable 887,784 - 887,784
Total Obligations Incurred % 1,902,073 % 92,848 $ 1,994,921

For the years ended September 30, 2008, and 2007, undelivered
orders were $741 million and $742 million, respectively.

Note 17. Reconciliation of Budgetary Resources
Obligated to Net Cost of Operations

Effective beginning FY 2007, the Statement of Financing is
presented as a footnote disclosure and is no longer a basic financial
statement in accordance with OMB Circular No. A-136. The
Statement of Financing is now reported in the notes and referred to
as the “Reconciliation of Budgetary Resources Obligated to Net
Cost of Operations.”

The following table shows the Reconciliation of Budgetary
Resources Obligated to Net Cost of Operations for the years ended
September 30, 2008, and 2007.

131



2008 Financial Statements and Notes

132



2008 Financial Statements and Notes

Reclamation receives, as the child agency, allocation transfers from
other Interior bureaus as well as other Federal entities. As discussed
in Note 1.0., there was a change in accounting principle related to
the reporting of these allocation transfers effective in FY 2007. The
amount shown for FY 2007 as an allocation transfer reconciling
item is due to this change in accounting principle. The
Reconciliation of Budgetary Resources Obligated to the Net Cost of
Operations includes a section depicting the change in certain
unfunded liabilities.

The amounts in this section do not necessarily correlate to the
change in liabilities not covered by budgetary resources as shown in
Note 10, “Liabilities.” Differences are primarily the result of certain
Treasury guidance related to changes in various liabilities which are
reported on this reconciliation. This guidance is dependent upon
whether the change results in an increase or decrease to the liability
account. Additionally, some liability accounts not covered by
budgetary resources are not included in this reconciliation.

Note 18. Earmarked Funds

Reclamation receives revenues and financing sources from
earmarked funds. In accordance with SFFAS No. 27, “Identifying
and Reporting Earmarked Funds,” effective October 1, 2005, these
specifically identified revenues and other financing sources are
required by statute to be used for designated activities, benefits, or
purposes and are accounted for separately from the Government’s
general revenues.

In FY 2008, there has been no change in legislation that
significantly changes the purpose of Reclamation’s earmarked funds
or redirects a material portion of the accumulated balance.
Reclamation has established unique cost centers within the
accounting system for each of the specified activities under each
earmarked fund.

Reclamation Fund

The Reclamation Fund was established by the Reclamation Act of
1902 (32 Stat. 388). It is a restricted, unavailable receipt fund into
which a substantial portion of Reclamation’s revenues (mostly
repayment of capital investment costs, associated interest, and
O&M reimbursements from water and power users) and receipts
from other Federal agencies (primarily revenues from certain
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Federal mineral royalties and hydropower transmission) are
deposited. No expenditures are made directly from the Reclamation
Fund; however, funds are transferred from the Reclamation Fund
into Reclamation’s appropriated expenditure funds or to other
Federal agencies pursuant to congressional appropriation acts to
invest and reinvest in the reclamation of arid lands in the Western
United States.

Water and Related Resources Fund

The Water and Related Resources Fund receives the majority of its
funding from appropriations classified as earmarked receipts
transferred in from the Reclamation Fund. These funds are used for
Reclamation’s central mission of delivering water and generating
hydropower in the Western United States. Costs associated with
multipurpose structures and facilities are allocated to the various
purposes, principally: power, irrigation, M&I water, fish and
wildlife enhancement, recreation, and flood control. Generally, only
those costs associated with power, irrigation, and M&I water are
reimbursable. Costs associated with purposes such as fish and
wildlife enhancement, recreation, and flood control are typically
non-reimbursable. Capital investment costs are recovered over a
40-year period but may extend to 50 years or more if authorized by
the Congress. Recovery of these capital investment costs and
revenues generated from these activities is returned to the
Reclamation Fund.

Lower Colorado River Basin Fund

The Lower Colorado River Basin Fund receives funding

from multiple sources for specific purposes as provided under

P.L. 90-537 and amended by P.L. 108-451. In addition to
appropriations, funding sources include revenues from the Central
Arizona Project, the Boulder Canyon and Parker-Davis Projects, the
Western Area Power Administration, the Northwest-Pacific
Southwest intertie in the States of Nevada and Arizona, and
revenues earned from investing in Treasury securities. Funding
sources may be retained and are available without further
appropriation. The fund provides for irrigation development and
management activities within the Lower Colorado River Basin
including operation, maintenance, replacements, and emergency
expenditures for facilities of the Colorado River Storage Project and
participating projects.
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Other Earmarked Funds

The Reclamation Fund, Water and Related Resources Fund, and the
Lower Colorado River Basin Fund comprise over 80 percent of
Reclamation’s total earmarked net position. Other earmarked funds
are presented on an aggregate basis in the following tables and
include:

Upper Colorado River Basin Fund

Colorado River Dam Fund — Boulder Canyon Project
San Gabriel Restoration Fund

Central Valley Project Restoration Fund

Reclamation Trust Funds

Klamath — Water and Energy

North Platte Project — Facility Operations

North Platte — Farmers Irrigation District — Facility
Operations

Reclamation Recreation, Entrance and Use Fees
Reclamation Fund General Administration Expenses

Quarters Operation and Maintenance

Condensed financial information for Reclamation’s earmarked
funds is presented in the following tables as of and for the years
ended September 30, 2008, and 2007.
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Earmarked Funds
As of and for the Year Ended September 30, 2008
(In Thousands)

Water and Lower Other Total
Reclamation Related Colorado River Earmarked Earmarked
Fund Resources Basin Fund Funds Funds

ASSETS
Fund Balance with Treasury $ 7816347 $ 1091175 § 13,485 $ 317,479 $ 9,238,486
Investments, Net - - 445,710 4,659 450,369
Accounts and Interest Receivable, Net 500,983 28,299 12,928 7,807 550,017
Loans and Interest Receivable, Net 3,063,916 - - - 3,063,916
General Property, Plant, and Equipment, Net - 7,344,209 2,961,751 2,607,734 12,913,694
Other Assets - 38,602 102,545 971 142,118
TOTAL ASSETS $ 11,381,246 $ 8502285 $ 3536419 $ 2,938,650 $ 26,358,600
LIABILITIES
Accounts Payable $ - 3 86,621 $ 14266 $ 83,807 $ 184,694
Liability for Capital Transfers to the General Fund of the Treasury - 1,742,575 - - 1,742,575
Other Liabilities 37 509,667 4,697 346,628 861,029
TOTAL LIABILITIES $ 37 $ 2338863 % 18,963 § 430,435 $ 2,788,298
NET POSITION
Unexpended Appropriations - 201,965 11,757 33,165 246,887
Cumulative Results of Operations 11,381,209 5,961,457 3,505,699 2,475,050 23,323,415
TOTAL NET POSITION 11,381,209 6,163,422 3,517,456 2,508,215 23,570,302
TOTAL LIABILITIES AND NET POSITION $ 11,381,246 $ 8502285 $ 3536419 $ 2,938,650 $ 26,358,600
COSTS/REVENUES
Gross Costs $ (1,244) $ 1234418 § 181,892 § 343540 §$ 1,758,606
Earned Revenues (349,937) (255,475) (195,277) (233,880) (1,034,569)
NET COST OF OPERATIONS $ (351,181) $ 978,943 $ (13,385) $ 109,660 $ 724,037
NET POSITION
Net Position, Beginning Balance $ 9918474 $ 6,040,047 $ 3475039 $ 2487242 $ 21,920,802
Appropriations Received/Transferred - 94,009 26,893 62,861 183,763
Royalties Retained 1,940,820 - - - 1,940,820
Non-Exchange Revenue and Donations (22) 826 2,566 - 3,370
Other Financing Sources:

Transfers In/{(Out) Without Reimbursement (816,844) 907,414 (427) 49,357 139,500

Imputed Financing from Costs Absorbed by Others 135 100,069 - 18,415 118,619

Other (12,535) - - - (12,535)
Net Cost of Operations 351,181 (978,943) 13,385 (109,660) (724,037)
Change in Net Position 1,462,735 123,375 42,417 20,973 1,649,500
NET POSITION, ENDING BALANCE $ 11,381,209 $ 6,163,422 $ 3,517,456 $ 2,508,215 $ 23,570,302
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As of and for the Year Ended September 30, 2007

(In Thousands)
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Water and Lower Other Total
Reclamation Related Colorado River  Earmarked Earmarked
Fund Resources Basin Fund Funds Funds

ASSETS
Fund Balance with Treasury $ 6,567,639 $ 763,270 $ 3,305 332,856 $ 7,667,070
Investments, Net - - 391,391 10,068 401,459
Accounts and Interest Receivable, Net 523,587 22,529 10,551 7,079 563,746
Loans and Interest Receivable, Net 2,827,301 - - - 2,827,301
General Property, Plant, and Equipment, Net - 7,373,681 2,972,426 2,620,010 12,966,117
QOther Assets - 22,238 115,011 45 138,104
TOTAL ASSETS $ 9918527 $ 8,181,718 $ 3,493,584 2,970,058 $ 24,563,887
LIABILITIES
Accounts Payable $ - 3 75501 % 16,062 97,639 $ 189,202
Liability for Capital Transfers to the General Fund of the Treasury - 1,731,652 - - 1,731,652
Other Liabilities 53 334,518 2,483 385,177 722,231
TOTAL LIABILITIES 53 2,141,671 18,545 482,816 2,643,085
NET POSITION
Unexpended Appropriations - 206,521 11,313 18,539 236,373
Cumulative Results of Operations 9,918,474 5,833,526 3,463,726 2,468,703 21,684,429
TOTAL NET POSITION 9,918,474 6,040,047 3,475,039 2,487,242 21,920,802
TOTAL LIABILITIES AND NET POSITION $ 9918527 $ 8,181,718 $ 3,493,584 2,970,058 $ 24,563,887
COSTS/REVENUES
Gross Costs $ 1,057 § 1,042,110 $ 176,790 299,081 $ 1,519,038
Earned Revenues (335,383) (185,605) (176,927) (244,187) (942,102)
NET COST OF OPERATIONS $ (334,326) $ 856,505 $ (137) 54,804 $ 576,936
NET POSITION
Net Position, Beginning Balance $ 8,993,133 $ 5947568 $ 3,448,683 2,410,228 $ 20,799,612

Change in Accounting Principle (Note 1.0) - - - (21) 21)
Net Position, Beginning Balance as Adjusted $ 8,993,133 §$§ 5947,568 $ 3,448,683 2,410,207 $ 20,799,591
Appropriations Received/Transferred - 109,091 26,999 70,467 206,557
Royalties Retained 1,326,070 - - - 1,326,070
Non-Exchange Revenue and Donations 9,601 68 - 1 9,670
Other Financing Sources:

Transfers In/(Out) Without Reimbursement (733,279) 733,162 (780) 53,969 53,072

Imputed Financing from Costs Absorbed by Others 112 106,663 - 7,492 114,267

Other (11,489) - - - (11,489)
Net Cost of Operations 334,326 (856,505) 137 (54,894) (576,936)
Change in Net Position 925,341 92,479 26,356 77,035 1,121,211
NET POSITION, ENDING BALANCE $ 9918474 $ 6,040,047 $ 3,475,039 2,487,242 $ 21,920,802
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