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Required Supplementary Information

Combining Statements of Budgetary Resources

The Combined Statement of Budgetary Resources, which is
included as a principal financial statement, presents information
about Reclamation’s total budgetary resources, including carry
forward of unused, prior year funding, and spending authority
created by reimbursements from other Federal agencies and non-
Federal entities. The Combining Statements of Budgetary
Resources presents this information by major budget account,
excluding the Non-budgetary Credit Program Financing Account.

Reclamation’s largest budget account is Water and Related
Resources, which supports the development and management of
water and related resources in the 17 Western States. This account
funds the operation and maintenance of Reclamation facilities to
deliver water and power, preserve natural resources, and continue
efforts towards water conservation and technology development.

The Working Capital Fund (WCF), the Lower Colorado River Basin
Development Fund (LCRBDF), and the Upper Colorado River
Basin Fund (UCRBF) are revolving funds that operate on a cost
recovery basis. The WCF provides support services and equipment
for Reclamation programs and activities, as well as for other Federal
entities. The LCRBDF and UCRBF provide for irrigation
development and management activities within the Lower and
Upper Colorado River Basins including construction, operation,
maintenance, replacements, and emergency expenditures for
facilities of the Colorado River Storage Project and participating
projects.

The Colorado River Dam Fund is an available receipt fund into
which various operating revenues of the Hoover Dam are collected,
primarily from the sale of power generated at the dam. These
revenues are used to fund the operation and maintenance of the dam.

The Central Valley Project Restoration Fund provides funding for
fish and wildlife habitat restoration, improvement, and acquisition
activities. Revenues come from project beneficiaries and donations.

146



2008 Supplemental Section

Reclamation Trust Funds collect amounts that are earmarked
for specific purposes and are expended accordingly, primarily
to finance activities such as fish and wildlife habitat restoration
and other mitigation efforts.

The Policy and Administration budget account is used to finance all
of Reclamation’s centralized management functions that are not
chargeable directly to a specific project or program. These
functions include management of personnel, safety and health, and
information resources. Also included are budgetary policy
formulation and execution, procurement and general services, and
public affairs activities.

The California Bay-Delta Restoration account provides funds that
are distributed based on a program recommended by the State of
California and Federal Agencies (CALFED) group and approved by
the Secretary of the Interior. The CALFED Bay-Delta Program was
established in May 1995 to develop a comprehensive, long-term
solution to the complex and interrelated problems in California’s
San Francisco Bay/Sacramento-San Joaquin Delta (Bay-Delta). The
Bay-Delta system provides habitat for 120 fish and wildlife species,
some listed as threatened or endangered. CALFED is comprised of
a consortium of Federal and State agencies. Federal agencies
include the Bureau of Reclamation (Reclamation), the U.S. Fish and
Wildlife Service, the U.S. Environmental Protection Agency, and
the National Marine Fisheries Service, with possible participation
by other agencies in the future. State agency involvement includes
oversight by the California Resources Agency and the participation
of the State Department of Water Resources, the Department of Fish
and Game, and the California Environmental Protection Agency.

The Other Budget Accounts balance includes several smaller
activities within Reclamation, including the San Gabriel Restoration
Fund, loan program, and financing funds.
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Working Capital Fund

Reclamation operates a Working Capital Fund to efficiently finance
support services and equipment for Reclamation programs and other
Federal and non-Federal agencies. Balance sheet information on the
financial position of the WCF as of September 30, 2008, and
September 30, 2007, is presented below.
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Although the WCEF is operated as a single entity, it is divided into
23 activities and numerous subactivities to facilitate management of
the fund. Among the largest of the activities is the Technical
Service Center (TSC), which provides engineering and technical
services to WCF customers.

The WCF is an intragovernmental revolving fund and recovers the
full cost of doing business. The types of services provided by the
WCEF fall into three broad categories: (1) Engineering and
Technical Services, (2) Administrative Services, and

(3) Information Technology (IT) Services. The WCF Statement of
Net Cost as of September 30, 2008, and September 30, 2007, is
presented below. The presentation by major category of services is
intended to provide information on the relative composition of the
WCF.
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Deferred Maintenance

Reclamation owns water and power resource management
infrastructures with a combined gross total cost of over $21 billion,
as of September 30, 2008. This infrastructure consists of diversion
and storage dams; hydroelectric powerplants; water conveyance
facilities (canals, pipelines, siphons, tunnels, and pumps);
recreational facilities; and associated buildings, bridges, and roads,
as well as an inventory of related construction, maintenance,
laboratory, and scientific equipment. The operation and
maintenance of some of these assets is performed by Reclamation
using annual or permanent appropriations or other funding sources
available to it. The operation and maintenance of the remaining
assets, consisting of approximately one-half of the combined total
value of all assets, are performed by Reclamation’s water and power
customers or by others (collectively, “contractors”) at their expense
pursuant to contracts with Reclamation.

Reclamation employs a commercial, off-the-shelf maintenance
management system on many of its larger, more complex facilities
and performs condition assessment (site reviews) and other field
inspections to estimate the condition of, and determine the need for
any maintenance related to, its assets. Under these various review
programs, essentially most of Reclamation’s major assets, whether
operated and maintained by Reclamation or its contractors, are
assessed triennially. The monitoring and tracking of maintenance-
related deficiencies and/or recommendations of water and power
related infrastructure are generally conducted on an annual basis and
are reported in the dam safety or power resources information
system.

There are many factors that influence whether maintenance is
performed as scheduled or deferred. These factors include, among
others, limitations on access to facilities (e.g., due to water levels);
intervening technological innovations or developments; seasonal or
climatological considerations; reassessment of priorities; delays in
the contract-award process; availability of, or delays related to, the
contractor; and changes in funding priorities resulting, in some
cases, from emergencies or unforeseen critical maintenance
requirements. It is Reclamation’s policy to give critical
maintenance—that which addresses a threat to life, property, and
safety—the highest priority in attention and resources.
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The table below identifies Reclamation’s estimate of deferred
maintenance as of September 30, 2008, on those facilities (reserved
works) operated and maintained by it. The reserved works’
facilities, currently in operation and maintenance status, include
general (non-heritage) and stewardship (heritage assets) that are
components of Reclamation projects.” Furthermore, the precision
attributable to these estimates for the assets involved is based on
current, available data.

Reclamation continues to refine its estimates by improving the
documentation procedures and systems for tracking condition
assessments and for reporting the scheduling and deferral of
maintenance work. Reclamation uses budget estimates, the Dam
Safety/Power Resources Information System, Accessibility and
Data Management System, and Maintenance Management System
(MAXIMO) as sources for potential deferred maintenance. It is
expected that variations in reporting deferred maintenance can take
place from year to year because of the type and kind of maintenance
work that takes place on Reclamation facilities.

! The deferred maintenance of heritage assets that are part of active project
features is reported under this section, not under the Heritage Assets section of
“Stewardship Assets.” Heritage assets that may have been a part of an active
project, but no longer serve that purpose, are reported under the Heritage Assets
section of “Stewardship Assets.”
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Federal Stewardship Assets

Stewardship Lands

Reclamation’s Stewardship Land is categorized as being in
*acceptable condition” as this land meets the requirements of
effectively supporting the Federal Reclamation water and related
projects for which the land was withdrawn. There are, however,
three hazardous waste sites on three separate water projects that are
located on project withdrawn lands (Stewardship Lands) and are
identified as Environmental Disposal Liabilities (EDL) sites. These
sites are also listed on the U.S. Department of the Interior’s
(Interior’s) EDL system for the fourth quarter fiscal year (FY) 2008.
These EDL sites are either receiving or will be receiving
intervention to prepare or sustain the lands for their intended
purpose. Whereas these sites are located on stewardship land, they
do not involve the entire project; thus, the projects are not listed in
the “Needs Intervention” column of the table below.

Non-Collectible Cultural Heritage Assets

The condition of all eight National Historic Landmarks (NHLS) is
reported as acceptable. The information was obtained from the
Reclamation regional offices where the NHLs are located. The
current condition of National Natural Landmarks (NNLSs) is reported
as unknown. Condition information on them was obtained from the
National Park Service, which administers the NNL program and is
responsible for maintaining NNL status reports. In comments that
the NNL administrators submitted to Reclamation, they indicated
that major budget cuts have severely curtailed travel, thereby
impacting the ability to conduct site inspections in FY 2008.
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Deferred maintenance information on non-collectible heritage assets
is reported separately in the “Required Supplementary Information”
section of the report.

Collectible Heritage Assets

The percentage of collections in good condition decreased from

89 percent at yearend FY 2007 to 77 percent at yearend FY 2008.
This decrease is due to the inclusion of Interior and non-Interior
facilities holding unaccessioned museum property. Several of these
facilities have collections where Reclamation ownership is
uncertain. Due to time constraints and funding issues, priority has
been given to assessing collections where ownership can be readily
established.
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Required Supplemental
Stewardship Information

Stewardship Investments

Stewardship investments are substantial investments made by the
Federal Government for the benefit of the Nation. The Federal
Accounting Standards Advisor Board requires reporting for two
categories of stewardship investments—Research and Development
and Investment in Non-Federal Physical Property. Reclamation
identified stewardship investments in both categories. Additionally,
prior to FY 2007, Reclamation reported Investments in Human
Capital; however, due to revisions in Circular A-136 financial
reporting requirements, Reclamation no longer reports on
investments made in Human Capital. FY 2004 through

2006 Investments in Human Capital are provided below.

Research and Development

Reclamation invests in applied research programs to aid in the water
and energy management challenges facing the arid West. Programs
focus on the improvement of water management; the development
of solutions pertaining to flood hydrology, water quality, and
irrigation return flows; and the delivery of hydropower to the West.
The information obtained through these programs provides water
management solutions and techniques that yield future benefits to
the Nation. Research and Development activities support
Reclamation’s end outcome goal to deliver water consistent with
applicable State and Federal law, in an environmentally responsible
and cost-efficient manner.
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Investment in Non-Federal Physical Property

Investment in Non-Federal Physical Property is expenses incurred
by Reclamation for the purchase, construction, or major renovation
of physical property owned by or given to State and local
government or insular areas. Costs include major additions,
alterations, replacements, the purchase of major equipment, and the
purchase or improvement of other physical assets owned by non-
Federal entities. Grants for maintenance and operations are not
considered investment in non-Federal physical property.

The investments listed below provide assistance through a variety of
measures, all related to dams and other water structures. For
example, Reclamation incurs expenses for specific programs to
provide for the construction or improvement of structures and
facilities used in State and local irrigation projects and water quality
improvement projects. Reclamation-wide programs that improve
State and local fish and wildlife habitats through activities such as
the construction or betterment of structures or facilities are also
included.

Investment in Human Capital
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Title Transfers to State and Local Governments

Assets constructed with Federal funding meet the criteria for
non-Federal physical property at the time of transfer under
Reclamation’s title transfer program. The following tables present
the status of transfer facilities for the period ending September 30,
2008, and completed transfers for the preceding 5 years.



Internal Reviews and Audit Follow-up

Reclamation’s Internal Reviews and Internal Control Program (ICP)
are designed to reinforce the principals of transparency and
management accountability and to provide a general framework for
high quality management of government programs and operations.
Reclamation’s ICP emphasizes an ongoing commitment to integrity
and ethical values that addresses customer service and stakeholder
demands for Government programs and operations that work better,
cost less, and produce quality performance results.

During FY 2006, Reclamation implemented revised Office of
Management and Budget Circular A-123, Management’s
Responsibility for Internal Control. To promote financial
accountability, Reclamation continued to place increased emphasis
on improving policies and practices relating to accounting, financial
reporting, and program management.

During FY 2008, Reclamation continued to build on efforts to
improve the efficiency, effectiveness, and business practices of
programs and operations by developing an integrated risk rating tool
and by conducting Internal Control Review (ICRs) and Alternative
Internal Control Reviews (AICRs). In 2008, Reclamation’s
Commissioner issued guidance emphasizing the importance of the
ICP for improving the efficiency and effectiveness of program
operations, protecting Reclamation resources, and complying with
laws and regulations. In FY 2008, Reclamation conducted AICRs
and ICRs that support the Commissioner’s Annual Assurance
Statement to the Secretary of Interior. These reviews also identified
a number of opportunities for Reclamation to improve the efficiency
and effectiveness of our operations. For example:

e Reclamation’s Value Engineering studies continue to
provide creative problem solving processes resulting in
significant annual project cost savings. During FY 2007, the
Value Engineering study program identified cost saving
totaling $8 million and cost avoidance totaling $2 million.

e Reclamation’s Dam Safety Program is another example
of “Best Practices.” Over the years, the Dam Safety
Program has identified many critical safety issues that have
since been corrected. Correcting these internal control
weaknesses through action plans helped Reclamation to
ensure the safety of dams.

2008 Supplemental Section

161



2008 Supplemental Section

Regarding Reclamation, in FY 2008 the Office of Inspector General
(OIG) issued five audits and the Government Accountability Office
(GAO) issued two audits that were either Reclamation-specific
audits or Interior/Government-wide audits which included
Reclamation issues. Interior’s FY 2008 Audit Follow-up
Government Performance Results Act (GPRA) Performance Goal
was to implement 85 percent of the OIG/GAO recommendations in
Interior’s Audit Follow-up GPRA performance goal. Reclamation
exceeded Interior’s goal by implementing 100 percent of the
recommendations scheduled for implementation by Reclamation in
FY 2008. The following table is a summary of the status of audit
recommendations.
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Comments and questions about this report or its contents can be
made to Deborah Nicholson, Bureau of Reclamation,
Management Services Office, 84-27400, P.O. Box 25508,
Denver, Colorado 80225-0508, telephone: 303-445-3514.

This Annual Report can be found on the Internet at
http://www.usbr.gov/library/.
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