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MISSION
Market and deliver clean, renewable, 
reliable, cost-based federal 
hydroelectric power and related 
services

ABOUT WESTERN

W
estern is a federal agency under the Department of Energy 
that markets and transmits wholesale electrical power 
through an integrated 17,000-plus circuit mile, high-voltage 
transmission system across a 15-state marketing area.

Employees work around the clock to sell power and operate 
and maintain the transmission system that provides energy to:

zz Cooperatives
zz Federal and state agencies
zz Investor-owned utilities
zz Municipalities
zz Native American tribes
zz Public utility and irrigation districts
zz Other energy service providers 

In turn, our customers provide electric service to 
millions of people from as far south as Texas to 
as far north as the Dakotas, and from the lakes of 
Minnesota to the California coastline.

VISION
Continue to provide premier power marketing and 
transmission services to our customers, as well as 
contribute to enhancing America’s energy security 
and sustaining our nation’s economic vitality
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CENTRAL VALLEY AND WASHOE PROJECTS

PARKER-DAVIS, BOULDER CANYON AND CENTRAL ARIZONA PROJECTS

FALCON-AMISTAD PROJECT

PROVO RIVER PROJECT

LOVELAND AREA PROJECTS
 PICK-SLOAN MISSOURI BASIN PROGRAM—WESTERN DIVISION 
  AND FRYINGPAN-ARKANSAS PROJECT

PICK-SLOAN MISSOURI BASIN PROGRAM—EASTERN DIVISION

SALT LAKE CITY AREA/INTEGRATED PROJECTS
 COLORADO RIVER STORAGE, COLLBRAN, RIO GRANDE, 
  SEEDSKADEE AND DOLORES PROJECTS

STATE BOUNDARIES

REGIONAL OFFICE

CORPORATE SERVICES OFFICE

COLORADO RIVER STORAGE PROJECT MANAGEMENT CENTER

BILLINGS

LAKEWOOD

LOVELAND

SALT LAKE 
CITY

PHOENIX

FOLSOM

BILLINGS

LAKEWOOD

LOVELAND

SALT LAKE 
CITY

PHOENIX

FOLSOM

SIERRA NEVADA REGION

DESERT SOUTHWEST REGION

CRSP MANAGEMENT CENTER

ROCKY MOUNTAIN REGION

UPPER GREAT PLAINS REGION

STATE BOUNDARIES

REGIONAL OFFICE

CORPORATE SERVICES OFFICE

COLORADO RIVER STORAGE PROJECT MANAGEMENT CENTER

MARKETING AREAS SERVICE AREAS

* A marketing area defines the boundaries of a hydropower
   project’s customer base while a service area identifies a 
   Western region’s geographic territory. 

W
estern delivers power from 10 rate-setting 
projects that encompass both transmission 
facilities and power generating facilities owned 
and operated by the Bureau of Reclamation, 
the Army Corps of Engineers and the State 
Department’s International Boundary and 
Water Commission. These projects are made 
up of 14 multipurpose water resource systems, 

one coal-fired project and one transmission project. Power rates are set to recover 
all costs associated with our power delivery activities, such as annual operating 
costs, the specific and allocated multipurpose costs associated with recovering the 
federal investment in the generation facilities (with interest) and certain other costs 
assigned to power for repayment, such as aid to irrigation development.

SERVICE 
AND 
MARKETING 
AREAS
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WESTERN
AT A
GLANCE

28.8
BILLION KWH

NET GENERATION

29.6
BILLION KWH
LONG-TERM

ENERGY SALES

1.1
BILLION KWH

PASS-THROUGH
ENERGY SALES

4.5
BILLION KWH

OTHER ENERGY 
SALES

35.2
BILLION KWH
TOTAL

$916.7
MILLION SALES 
OF ELECTRIC 
POWER

$1,315.3
MILLION

TOTAL OPERATING
REVENUES

$1,068.6
MILLION

TOTAL OPERATING
EXPENSES

$346.6
MILLION

PURCHASED POWER AND 
TRANSMISSION SERVICES

FROM

688
CUSTOMERS

57
POWERPLANTS1

WITH

10,504
INSTALLED CAPACITY (MW)

THROUGH

315
SUBSTATIONS

AND

17,201
TRANSMISSION 
LINE MILES

MUNICIPALITIES
26.2%

COOPERATIVES
23.4%

PUBLIC UTILITY 
DISTRICTS

14.0%

FEDERAL 
AGENCIES

3.8%

POWER 
MARKETERS

4.1%

NATIVE 
AMERICAN 

TRIBES
3.6%

STATE 
AGENCIES

13.6%

PROJECT USE 
(RECLAMATION)

3.4%

INTERPROJECT
0.8%

INVESTOR-OWNED 
UTILITIES

2.0%

IRRIGATION 
DISTRICTS 

2.5%

INDEPENDENT SYSTEM 
OPERATOR CORPORATIONS

0.4%

JOINT  POWER 
AUTHORITIES

2.2%

MUNICIPALITIES
26.2%

COOPERATIVES
24.5%

PUBLIC UTILITY 
DISTRICTS

18.5%

FEDERAL 
AGENCIES

3.4%

POWER 
MARKETERS

3.1%

NATIVE 
AMERICAN 

TRIBES
3.0%

STATE 
AGENCIES

12.0%

PROJECT USE 
(RECLAMATION)

2.3%

INTERPROJECT
0.6%

INVESTOR-OWNED 
UTILITIES

2.2%

IRRIGATION 
DISTRICTS 

2.1%

INDEPENDENT SYSTEM 
OPERATOR CORPORATIONS

0.5%

JOINT POWER 
AUTHORITIES

1.6%

TO

WHERE OUR 
REVENUE 

COMES 
FROM ($)

WHERE OUR 
ENERGY 

GOES (MWh)

1,435
EMPLOYEES

SOLD

FOR FINANCIAL PROFILE

MARKETING PROFILE

1 Includes 56 hydropower and 
  one coal-�red powerplant

PEAK LOAD

6,301
MW

JULY 19, 2013
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is my pleasure to present the Fiscal Year 2013 
Annual Report titled “Securing our Foundation.” 
In it, you will read about Western’s efforts to take a hard look at 
our organization and ensure we uphold our responsibilities to 
our customers and as caretakers of a vital piece of the nation’s 

power supply and electric infrastructure. This year, we recommitted to those basic 
building blocks of our organization that will fortify Western and its customers to 
anticipate and adapt to a changing world. With our roots firmly established, we 
will endeavor to frame our future with our customers and ensure that Western will 
continue to provide valuable power and transmission services far into the future.

In summer 2013, Western began to create a Strategic Roadmap that will define 
what Western will look like and what role it will play in the energy frontier, with our 
customers and within the federal government in 2024. The Roadmap will provide 
the vision that will help us deliver on our mission, manage resources effectively and 
operate safely, securely and reliably to move the agency in one direction, meet our 
customers’ needs and provide the best value as an organization. 

It is an honor to serve as Western’s sixth Administrator. Western is a remarkable 
organization, made so by its unique and crucial mission, the people who amaze 
me every day by their dedication and the close relationship we share with our cus-
tomers and the Department of Energy. We are standing amid some of the energy 
industry’s most exciting times in the past 100 years—a chapter shaped by an im-
mense influx of new technology, innovation and different ways of doing business. 
Adapting to these changes will be the challenges we face in the next few years, 
and I am eager for Western, our customers 
and the electric industry as a whole to take 
them on and continue to provide safe, reli-
able power for the nation.

Sincerely,

Mark A. Gabriel

ADMINISTRATOR’S
LETTER
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organization is only as strong as  
the foundation upon which it is built.  
The 1,435 employees at Western serve 688 preference 
power customers and manage more than 17,000 circuit 
miles of transmission lines, 315 substations, 177,000 

structures and 26 facilities covering a footprint of more than 1.3 million square miles across 
15 states. Western’s greatest responsibility and the root of its mission is to manage this 
critical infrastructure, nearly $4 billion strong, and ensure it is deployed wisely for the nation 
and customers. 

This year’s theme “Securing Our Foundation” illustrates the year Western dedicated to 
fortifying its operations in the dawn of a new energy frontier and reaffirming its principles of 
stellar performance, exemplary customer service and responsible stewardship. Specifically, 
employees worked to:

zz Protect hydropower resources
zz Sustain safe, secure, reliable operations
zz Employ data to drive performance
zz Accommodate the modern energy landscape
zz Safeguard the environment
zz Respond to emergencies

As employees work to uphold our legacy and frame our future, Western continues to adhere 
to its mission to provide clean, renewable, reliable, cost-based federal hydroelectric power 
and related services. The mission is the foundation that will guide Western for the next  
36 years and beyond. 

SECURING  
OUR
FOUNDATION
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 We often find 
win-win scenarios that 
benefit both power 
values and natural 
resources. Western 
funds and carries out 
numerous research 
projects and is always 
looking for ways to 
protect natural and 
social resources and 
also hydropower 
capacity.” 

Shane Capron, Colorado River 
Storage Project Management 
Center fishery biologist

PROTECT 
HYDROPOWER 
RESOURCES

A
t the core of Western’s mission is the 
hydropower resource that provides millions 
of Americans clean, affordable and reliable 
energy. As its future is inextricably intertwined 
with Western, employees represent 
hydropower and its interests in numerous 
forums, working toward win-win solutions 
for a multitude of challenges facing the 

nation’s most precious and in-demand natural resource. Whether 
it is discussing environment restoration funds of the Central Valley 
Project Improvement Act or analyzing dam operation alternatives 
for Glen Canyon Dam’s Long-Term Experimental and Management 
Plan Environmental Impact Statement, Western is teaming up with 
scientists, national laboratories, states, preference power customers 
and other federal agencies to protect the value of the hydropower 
resource and the interests of Western customers.

FY 2013 water year 
86% of aver age

Despite a summer deluge across much of Western’s 
territory in Fiscal Year 2013, the dams and Central Arizona 
Project coal plant in Western’s territory produced 28,822 
gigawatt-hours of net generation, about 86 percent of 
average, and witnessed lower storage levels than normal 
at the end of the water year. The situation is not the 
same across Western, however, with some hydropower 
projects performing better than others. Boulder Canyon 
and Parker-Davis Projects produced close-to-normal 
generation even though the Colorado River Storage 
Project upstream on the Colorado River delivered 
minimum allocations to customers in FY 2013. 
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FY 2013 net  
hydro generation

28,822 GWh 
86% of average

Boulder Canyon  
Project 

3.76 billion kilowatt-hours 
89% of average

Central Valley  
Project 

4.48 billion kWh 
94% of average

Loveland Area  
Projects 

1.79 billion kWh 
83% of average

Parker-Davis Project 
1.31 billion kWh 
92% of average

Pick-Sloan Missouri  
Basin Program— 
Eastern Division 

8.67 billion kWh 
86% of average

Salt Lake City Area/ 
Integrated Projects 

4.3 billion kWh 
72% of average

Energy delivered from 
Western’s major hydropower projects

Measuring dam  
oper ations impact  on fish 

Western fish biologists have partnered with groups like the U.S. 
Geological Survey Grand Canyon Monitoring and Research Center 
and Utah Department of Fish and Wildlife to conduct multiyear 
studies on how dam operations affect fish populations, particu-
larly trout and the endangered humpback chub.

5,000+ 
fish caught and released in 2013 using  

electrofishing techniques

Electrofishing uses low-level electricity to temporarily stun fish,  
making them easier to catch. The method is harmless and enables 
scientists to capture many fish in a few hours to measure their weight 
and length and tag them before releasing them back into the river.

High-flow experiment 
mimics pre-dam flooding 

From Nov. 18 to 23, 2012, more than 200,000 gallons of 
water per second roared through Glen Canyon Dam’s eight 
generation turbines and four bypass tubes during a high-
flow experiment designed to rebuild sandbars, beaches 
and backwaters in the Grand Canyon. Western worked 
closely with its partners in the Department of Interior to 
minimize the impact of the HFE on power production. 

315,000
gallons of water per second went through  

the dam at the height of the release

500,000
metric tons of sediment intended to be excavated 

from the main channel of the Colorado River

$1,200,000
estimated additional cost to Western to replace  

lost generation due to experiment
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Improving resiliency

46 �Active construction projects ad-
dressing infrastructure sustain-
ability and reliability.

On June 1, 2013, Desert Southwest added a  
capacitor bank at the Kofa Substation in 
Arizona, enhancing transmission system 
reliability along the Colorado River. DSW 
and Arizona Public Service worked to install 
the capacitor bank before summer to 
accommodate higher energy demand.

$7.5 million
Avoided cost for a pair of transformers at 
Waterflow Substation near Farmington, 
New Mexico. Colorado River Storage Project  
Management Center customers will pay $12.5 
million for these phase-shifting transformers 
instead of the originally estimated $20 million.

SUSTAIN SAFE, 
SECURE, RELIABLE 
OPERATIONS

W
estern’s reliable and safe operations successfully  
and seamlessly provided power when and where 
people needed it in 2013. The areas of safety, security 
and reliability underpin Western’s culture and 
operations, and Western continued to solidify its 
processes and procedures to keep employees and  
the public safe and energized in Fiscal Year 2013. 

ensuring Reliability

Western pursues two aspects of reliability in its 
operations by ensuring:

 1 There is enough power and enough 
transmission to meet our customers’ 
needs.

2 �The system can withstand unexpected 
events (i.e., objects striking lines, light-
ning, wildlife interactions).

In FY 2013 Western simplified its North 
American Electric Reliability Corporation 
functional registrations by combining its 
merchant-related and transmission-related 
registrations. This has reduced the number of 
Western-registered entities from eight to four 
and helps Western appear as a single entity in 
terms of reliability compliance.

In April 2013, Upper Great Plains successfully 
completed a combined Midwest Reliability 
Organization and Western Electricity 
Coordinating Council audit for the NERC 
reliability standards. 

16
Accountable outages  

in FY 2013; equal to last year  
and well below the  

Department of Energy’s 
performance  

measure  
of 26.

 The system 
should be operated 
in a manner such that 
no single event will 
take down the system 
or cause widespread 
outages.” 

Laurent Webber, FORMER 
Reliability Compliance  
program manager
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 We need to look beyond 
compliance. We have the opportunity 
to determine how the safety 
programs and standards will look, 
and make it work for us so that 
everyone goes home safe.” 

Rob Robertsen, Sierra Nevada safety manager

3+
YEARS

WITH No lost work  
time at DSW;  

this equals about  
1.8 million  

work hours

Safety fact s, figures

In FY 2013, Western was awarded the 2012 
American Public Power Association’s Electric 
Utility Safety Award of Excellence for safe op-
erating practices. This is the second consecu-
tive year Western has achieved this award.

In FY 2013, Western crews—including 
electricians, meter and relay craftsmen and 
linemen—spent more than 2.6 million hours 
working out in the field. Those 1,400-plus 
employees had 18 recordable injuries for an 
incident rate of 1.3 and lost time rate of 0.4. 

surpassed 
agency goal 

by 60%
Incident Rat es

Fiscal 
year

Western 
incident 

rate

Western 
time-away 

rate

Industry 
incident 

rate1

Industry 
time-away 

rate1

2008 1.7 0.3 3.5 1.9

2009 1.6 0.2 3.3 1.8

2010 1.3 0.5 3.1 1.7

2011 1.7 0.5 3.5 1.9

2012 1.3 0.1 2.8 1.4

2013 1.3 0.4 Not 
available

Not 
available

1 �According to Bureau of Labor Statistics. At print time, BLS did 
not have 2013 data.

Security, safety focus

In FY 2013, Western split the Safety and Occu-
pational Health program and the Security and 
Emergency Management program at its office 
in Lakewood, Colorado allowing subject matter 
experts to focus attention on these crucial 
areas. Both gained new managers at the end of 
2012 charged with:
SAFETY

�� Revising the agency’s safety manual
�� Implementing a zero-incident culture

SECURITY
�� Connecting to U.S. intelligence agencies 
to receive information on threats

�� Establishing an emergency management 
program

Fall protecti on tr ains cr aft workers 

About 40 Western linemen, electricians and communications craft workers attended train-the-
trainer fall protection training March 26 and 27, 2012, at Mead Substation in Henderson, Nevada. 
For the first time, linemen and electricians from two of Western’s sister agencies, Bonneville and 
Southwestern Power Administrations, joined the training, which includes rescuing a dummy as 
shown above, in a joint effort to improve fall protection programs at the three power marketing 
administrations. The PMAs continued to meet throughout the rest of FY 2013 to discuss best 
practices, equipment, standards and other safety program improvements. 
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Asset management efforts acceler ated

Western is optimizing the use of its equipment, facilities and operations to meet reliability and perfor-
mance standards as efficiently and cost effectively as possible through its Asset Management program. 
In the middle of Fiscal Year 2013, Western accelerated two efforts to improve asset management activi-
ties to better meet the needs of the agency, customers and the Department of Energy. 

First, the Asset Management Program Improvement Project achieved a major milestone when leadership  
approved a new methodology to track, measure and evaluate infrastructure condition in August 2013. 
The new process is being applied agencywide to the highest priority assets—transmission lines, power 
circuit breakers and transformers—to populate near real-time asset condition and capital investment 
recommendations based on objective asset health data, risk and consequences-of-failure data. 

The second effort integrates asset man-
agement practices into the construction 
planning and budget formulation process. 
At the end of FY 2013, Western staff created 
standardized templates for each region to 
report its 10-year capital investment plan. 
Once the regionally created and funded 
10-year capital investment plans are estab-
lished, they will be rolled up into a Western-
wide capital investment plan to provide a 
10-year outlook of anticipated investment 
needs to support Western’s existing trans-
mission infrastructure. 

 Asset Management will 
become the objective foundation 
upon which funding needs can 
be articulated and justified in 
discussions with customers, DOE,  
the Office of Management and 
Budget and Congress.” 

Linda Kimberling, Chief Financial Officer

EMPLOY data 
to drive 
performance

H
aving detailed information on Western’s 
infrastructure helps the agency properly 
secure the funds and resources needed 
to maintain reliable operations. Armed 
with consistent data, Western is prepared 
to handle present daily challenges and 
equipped to continue its stellar performance 
for customers for decades to come.
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Enterprise Risk 
Management takes flight

Coupled with the Asset Management program 
is a new Enterprise Risk Management program, 
also called ERM, that originated in August 2012 
with the hiring of a Chief Risk Officer. In FY 
2013, the program began to institutionalize 
risk-informed decision making and inventory 
existing risk practices and processes. An ERM 
program plan was rolled out in September 2013 
to improve cross-functional risk communica-
tion and analysis through methodical decision-
making processes. 

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000
2013

1978

500-kV345-kV230-kV161-kV115- & 
138-kV

69-kV 
& below

9891,147

6,450

5,899

1,150
853

6,190

7,257

1,134
1,574

94
628

VOLTAGE

M
IL

ES

TOTAL MILES OF LINES
2013  - 17,201 miles
1978  - 16,165 miles

AS OF OCT. 1, 2013
T R A N S M I S S I O N  L I N E S  I N  S E R V I C E

Western 
by the 

numbers
(excludes generating agencies)

1.3
million square miles

15
states

17,201
circuit-miles of 

transmission lines

315
substations

$158.9
million: 

Average amount we 
spend for capital 

investments annually

$3.8+
billion: 

in UTILITY PLANT

470
communication sites

177,000+
structures

561 
buildings

1,705 
circuit breakers

295
transformers

TOP 10
largest transmission 

providers in the U.S. 

$2.5
billion: 

Estimate of capital 
investments over the next  

10 years (includes 
nonreimbursable activities)
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ACCOMODATE  
THE MODERN 
ENERGY LANDSCAPE

W
ind and solar farms are cropping up across the country, and 
citizens, universities and business owners are installing solar 
panels and other forms of behind-the-meter generation. New 
technologies are making grid operations faster and more 
automatic. Motivated by the industry’s momentum, Western 
continued to lay the groundwork technologically, economically 
and operationally to take on the opportunities and challenges of 
operating the transmission grid in the new energy frontier.

TRANSMISSION INFRASTUCTURE PROGRAM

The Transmission Infrastructure Program, committed to supporting transmission projects that deliver 
or facilitate the delivery of renewable power, continued to see progress in its projects as well as its 
program development. 

Employees from the Department of Energy and Western evaluated TIP processes and procedures to iden-
tify areas for improvement. Proposed program revisions, published in the Federal Register Sept. 27, 2013, 
intend to:

�� Create a more efficient and transparent process to screen and evaluate proposed projects

�� Lay out procedural requirements to advance proposals 

�� Improve communication with project applicants and partners

After considering comments from the public, TIP will finalize and implement these revisions in 2014 
and issue another solicitation for project proposals.

Current TIP projects include: 

 Next-
generation electric 
transmission 
development can 
enhance electricity 
reliability, support 
the integration of 
renewable energy and 
strengthen our critical 
infrastructure.”

Tracey LeBeau, former  
Acting TIP Manager

TR ANSWEST EXPRESS

�� Proposed 725-mile, 3,000-megawatt line

�� Bring wind energy from south central Wyoming to southern 
Nevada

�� Cost: Western is authorized to contribute 50 percent, or $25 
million, of the anticipated $50-million development phase 

�� Draft Environmental Impact Statement released July 2013

�� 13 public meetings held in four states between Aug. 14 and  
Sept. 6, 2013
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The Renewable Resources for Federal Agencies program assists other 
federal entities in purchasing renewable energy credits, also known 
as green tags, using Western’s purchase power authority. 

20%
energy used by federal 

agencies that must come 
from renewable sources by 

2020

4,412 
total number of gigawatt-

hours Western has 
coordinated for purchase by 

more than 40 federal agencies 
and customers

333,805
megawatt-hours  

requested in FY 2013 for  
next three years

240,000
MWh purchased  

by Western on behalf of 
the U.S. Navy to help meet 

California’s 33-percent 
renewable portfolio 

standard

�� 109-mile transmission line across Pinal and Maricopa counties  
in Arizona

�� Designed to facilitate delivery of solar generation

�� Cost: Up to $91 million 

�� Adds up to 410 MW of bi-directional capacity between Phoenix  
and the Palo Verde Hub 

�� Construction started January 2013

�� 70 percent of ED5 Substation upgrades complete

�� 22 new miles of 230-kilovolt ED5-to-Thornton Road transmission 
line constructed three weeks ahead of schedule

�� 23 new miles of 230-kV Test Track-Thornton Road transmission line 80 percent complete

�� Test Track Substation expansion 25 percent complete

�� $3 million under budget so far

�� Construction on schedule for 2015 in-service date

ELEC TRIC AL DISTRIC T NO.5-TO-PALO VERDE HUB

230
Planning work groups, committees and task 

forces at which Western discussed advancing 
integrating renewables into the grid

1,048 MW
Renewable energy directly interconnected 

to three balancing authorities

1,497 MW
Renewable energy under environmental 

review for integration into Western’s grid

6,966 MW
Renewable energy in  

interconnection request queues

14
public Renewable energy workshops  

and webinars held on how  
to integrate renewable  
resources into the grid

4
Renewable energy pre-feasibility studies 

conducted for tribes and federal agencies 

4,383 MW
Amount of preference power customer 

renewable generation in 2013

RENEWABLE 
FACTS,  

FIGURES

RENEWABLE 
ENERGY 
CREDITS

Process to streamline  
wind interconnecti ons

Upper Great Plains partnered with the U.S.  
Fish and Wildlife Service to create a streamlined  
environmental review process for wind farm  
developers desiring to connect to Western’s grid.  
The Draft Programmatic Environmental Impact Statement was pub-
lished April 18, 2013, and the two agencies conducted three open 
houses to receive input. The Final EIS is anticipated to be published 
in late 2014 or early 2015.
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Safeguard  
the environment

W
estern’s more than 17,000 circuit-miles of transmission 
traverse some of America’s most pristine and sensitive 
ecosystems—from the prairies of the Midwest through 
the forests along the Rocky Mountains and across deserts 
in the Southwest. Western works to minimize the impact 
its operations have on the environment and explores 
ways to preserve and improve the public resources where 
transmission lines reside. By protecting the surrounding 

environment through partnerships and proactive maintenance, Western is securing grid 
reliability and upholding environmental sustainability for future generations.

Powerful partnerships 

Western joined other state, federal and public agen-
cies, July 13, 2013, to create the Western Watershed 
Enhancement Partnership, which works to reduce the 
risk of wildfires’ impact on water supplies throughout 
the West and helps restore forest and watershed 
health after wildfires. A pilot program focuses on the 
watershed of the Colorado-Big Thompson River, part 

of Rocky Mountain’s Loveland Area Projects. 

In August 2013, the Western Colorado Landscape 
Collaborative, of which Western is a member, gar-

nered the 2013 Colorado Collaboration Award and a 
$50,000 prize to further the group’s efforts to improve 
wildlife habitats and reduce the threat of wildfires in 
western Colorado. Since the early 2000s, the Western 
Colorado Landscape Collaborative partnership has 
won several national awards and serves as a model 
to utilities for how collaboration can successfully 
increase wildlife habitat and protect power lines from 
wildfires and other vegetation concerns.

30%
Amount California must reduce its greenhouse  

gas emissions to meet estimated 1990 levels  
of 427 million metric tons of carbon dioxide  

equivalent of greenhouse gases

During Fiscal Year 2013, Sierra Nevada successfully  
implemented cap and trade procedures to voluntarily  

meet California’s greenhouse gas emission requirements.  
Through this program, SN will help reduce California’s  

greenhouse gas emissions to 1990 levels by 2020.

12  
MILLION  

TONS
Amount of greenhouse gas  

emissions avoided in FY 2013 thanks 
to Western’s hydropower 

 We have learned much about 
interconnections, from interconnected 
ecosystems, to interconnected watersheds and 
our interconnected electrical grid. We have also 
learned that the only way we can address problems 
that span these systems is to be interconnected 
with others working toward similar goals.”

Mark a. Gabriel, Administrator
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Improving vegetation management

Vegetation in and around transmission line rights of way poses one of the greatest threats 
to public safety and reliable operations.

Western’s vegetation management program includes three components:

�� Vegetation management within the 
ROW 

�� Management of imminent threats 
adjacent to the ROW 

�� Enhancing transmission line fire 
survivability

On Sept. 27, 2013, the U.S. Forest Service 
and RM published an integrated vegeta-
tion management draft environmental 
impact statement for 273 miles of ROW on 
Forest Service lands in Colorado, Nebraska 
and Utah. Under the proposed program 
Western would proactively control vegeta-
tion growth and fuel loads before they be-
come an imminent threat to the transmis-
sion line, reducing wildfire probability and 
operational risks and helping maintain 
Forest Service lands for the public good.

In California, concerns about orchards 
within ROWs prompted SN to initiate the Central Valley Project Easement Improvement 

Program to voluntarily buy out existing orchards and upgrade land rights to clearly restrict 
orchards. By the end of FY 2013, 12 agreements were made to remove existing orchards, 

supporting safety of orchard workers, reducing maintenance costs and ensuring grid 
reliability in California. 

Responsible maintenance

SN crews successfully employed long-line 
maintenance technique to complete maintenance 
activities on 70 miles of the Cottonwood-to-Roseville 
transmission line, including 285 structures. This 
technique, relatively new to Western, uses helicopters 
to move field crews, supplies and equipment rapidly 
so that the transmission system can continue 
to be operated safely and reliably—at half the 
cost of traditional methods—and with minimal 
environmental impact.
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FIRSTS
FOR WESTERN

�� supporting an investor-owned utility

�� working on the East Coast

�� using u.s. air force airlift operations  
to transport crews and equipment

 I cannot thank you and 
your workforce enough for 
coming and assisting us. Your 
group’s work ethic and drive is 
admirable, and we all enjoyed 
working alongside you.” 

Patricia Mullin, general manager of  
Jersey City Power and Light 

RESPOND TO 
EMERGENCIES

O
nce a commodity, electricity is now a necessity for the security and 
safety of American citizens and the economy. Western sees its respon-
sibility to keep the lights on as an integral piece of not only the agency’s 
foundation but also a requirement for the United States’ prosperity. 
When power goes out—due to weather, equipment failure or occasion-
al human error—Western’s maintenance crews make herculean efforts 
to bring customers back online in record time. This was exemplified 
when Western was requested to help restore power to New Jersey as 

quickly as possible after infamous Superstorm Sandy devastated the Northeast, Oct. 29, 2012.

91
Number of Western employees  

sent to New Jersey

Up to 

15
days away from home

18,589
Total number of hours Western crews worked 

to restore power. Equivalent to one person 
working 40-hour weeks for 8.93 years

0
Number of safety incidents or injuries

37,581
Total number of miles employees drove in 

Western vehicles to get to New Jersey

28
Total hours two Western Bell 407 helicopters  

flew to get to New Jersey

50
miles between the worksite and  

the crews’ hotel
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C
reating a secure, dependable and responsible organization requires day-to-day commitment 
to excellence by Western staff. Professional and dedicated employees serve as the cement 
in Western’s foundation without whom Western could not accomplish its crucial mission 
to provide federal hydropower and reliable electric service. In Fiscal Year 2013, Western 
employees continued to push above and beyond; these operational highlights showcase a 
fraction of their achievements and pursuit toward excellence.

OPERATIONAL
HIGHLIGHTS

western acquires 
mobile security 
tr ailer

In August 2013, the Western  

Office of Security and Emergency 

Management and the National 

Nuclear Security Administration 

Special Technologies Laboratory 

tested a new mobile security 

trailer that will be deployed near 

Western’s highest-risk facilities in 

FY 2014 to deter theft, vandalism 

and other threats. The trailer is 

equipped with the latest technol-

ogy for detection and surveil-

lance, and is capable of sending 

alerts to multiple people and 

locations when there is a breach. 

Western staff will review video 

footage or watch it in real time 

to collect evidence to prosecute 

suspects.

ne w tools help 
monitor equipment

New technologies are making 

it quicker and easier for craft 

workers to evaluate Western’s 

equipment and facilities. By le-

veraging automated and mobile 

applications, employees can 

inspect equipment in the field 

instead of trekking to the office. 

In Desert Southwest, a project 

to add barcodes to its active 

protection and communication 

equipment reached 97 percent 

completion with about 11,000 

assets barcoded. DSW also 

anticipates completing its sub-

station barcoding effort a year 

ahead of schedule, allowing craft 

workers to access consistent 

asset information using Personal 

Digital Assistant devices.

Energy Secretary 
visits Western 

Western received a visit from  

Energy Secretary Dr. Ernest 

Moniz, Sept. 11, 2013, at the 

agency’s office in Lakewood, 

Colorado. In front of a crowded 

room and broadcasted to re-

gional offices through videocon-

ference, Dr. Moniz talked about 

the Department of Energy’s 

efforts and plans to support the 

President’s Climate Action Plan 

and gave context to the Presi-

dent’s all-of-the-above energy 

strategy. “The Department has 

never been more central to the 

President’s agenda,” he said.

Dr. Moniz also spoke about how 

the power marketing administra-

tions have an important role to 

play in providing their customers 

and the nation with affordable 

and reliable energy.



18

LEADERSHIP     EMERGENCE
AND DEVELOPMENT PROGRAM

Western supports 
load grow th in 
ND boom town

To meet the growing demand 

for power around the Bakken 

oil field near Williston, North 

Dakota, Western has upgraded 

transmission lines and facili-

ties in the area and has another 

project underway to accom-

modate even more capacity. 

But the surging population 

needed reliable, continuous 

power instantly. In April 2013, 

crews from Upper Great Plains 

built a temporary line—called a 

shoo-fly—between Williston and 

Williston 2 substations, which 

allowed Western to take portions 

of the Williston 2 yard out of 

service to work on the project 

while still providing reliable 

power to customers. Erecting the 

shoo-fly allowed the upgrade to 

move ahead of schedule on the 

already-accelerated project.

Ne w leadership 
progr ams 
adopted

In April 2013, Western launched 

a new leadership framework 

that provides Western em-

ployees three different op-

tions to develop leadership 

and management skills. The 

Executive Leadership Develop-

ment Program and Leadership 

Emergence and Development 

program are formal, competitive, 

18-month leadership programs 

that include leadership work-

shops, rotational assignments 

to different areas and mentor-

ship. The six-member inaugural 

ELDP class began in May 2012 

and continued through FY 2013. 

Western requested applications 

for the 12-member inaugural 

LEAD class in July 2013. West-

ern’s Human Resources Training 

and Development office also 

initiated the Open-Enrollment 

Individual Leadership Develop-

ment program, which provides 

self-directed leadership devel-

opment opportunities for any 

employee desiring to improve 

leadership skills.

Western lends 
neighborly hand 
after Color ado 
floods

In September 2013, a monsoon 

deluge submerged portions of 

northern Colorado, taking at least 

eight lives and causing more 

than $1 billion in damage to 

property and infrastructure like 

roads and power lines. Western’s 

Rocky Mountain region’s Bell 407 

helicopter was called out Sept. 

13, 2013, to fly Western crews, 

local officials and other utilities’ 

crews to help them assess the 

damage. Western’s helicopters 

are often used by other utilities 

to patrol lines after bad weather; 

in this instance, the helicopter 

was also used by city planners, 

engineers and law enforcement 

to monitor flooding conditions 

and survey damage to bridges, 

water treatment plants and other 

infrastructure.

Western’s system never faltered 

despite losing one structure 

and having Sterling Substation 

and control center inundated in 

several feet of floodwater. The 

yard remained fully operational 

and never needed to be de-

energized to protect the equip-

ment. The resilience of Western’s 

system allowed its neighboring 

utilities to keep the lights on for 

their customers.
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Tr aining center 
introduces 
ne w courses

Western’s Electric Power Training 

Center in Golden, Colorado, 

provides high-quality power 

system training for powerplant 

operators, dispatchers, main-

tenance workers and others 

who work power generation, 

transmission and bulk electric 

system operations. In addition to 

training more than 375 Western 

and other utility employees 

from all over North America in 

FY 2013, the EPTC introduced 

new courses on North American 

Electric Reliability Corporation 

standards and disturbance 

analysis and also powerplant op-

erations for engineers. The EPTC 

also hosted visitors from groups 

such as the Hurricane Sandy Les-

sons Learned Workshop, a joint 

venture with DOE and RMEL, and 

co-hosted the 7th Annual Wind 

and Solar Integration Confer-

ence with the National Renew-

able Energy Laboratory.

teamwork 
repairs line, 
protect s public

Late at night, July 30, 2013, the 

middle conductor on a Colorado 

transmission line fell across San 

Miguel Canyon and a state high-

way, closing the road for about 

five hours. Though the exact 

cause is unknown, maintenance 

crews believe the conductor 

failed after sustaining water 

damage and a lightning strike. 

Colorado and Wyoming crews 

replaced the nearly 2,900-foot 

span across steep and heavily 

forested canyon walls using 

tried-and-true procedures, 

teamwork and expert skill. West-

ern also communicated with 

the Colorado Department of 

Transportation and local sheriff’s 

office to coordinate traffic and 

road closures during the work. 

The line was returned to service 

Aug. 6, 2013. 

Science Bowl 
team achie ves 
first plac e

In California, employees cheered 

as Mira Loma High School in 

Sacramento, California, won the 

National Science Bowl champi-

onship for the third time. West-

ern employees volunteer and 

co-host regional science bowls 

throughout its service territory 

to encourage middle and high 

school students to enter into the 

science and technology career 

fields. Another notable achieve-

ment, Will James Middle School 

out of Montana placed fifth in 

the National Science Bowl Car 

Race and second in the Design 

Document Competition for cars. 
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I
n Fiscal Year 2013, Western sold more than 35 billion kilowatt-hours in energy. How 
Western effectively applies and manages its resources, a workforce of 1,435 employ-
ees and $1 billion program, is central to its success in delivering on its mission and 
operating safely, securely and reliably. Below is an illustration of where Western’s 
people and dollars were deployed in FY 2013. 

Most of Western’s employees supported the reliability of the electric grid, and the 
largest percentage of funds was attributed to the agency’s marketing function, which 

includes purchase power and wheeling. 

These figures do not include earmarks, reimbursable activity or the resources assigned to the 
Transmission Infrastructure Program.

PEOPLE  
AND DOLLARS  
OF FY 2013

MARKETING
INCLUDING 

PURCHASE POWER & WHEELING

DELIVERYRELIABILITY

COST-BASED
AND RELATED SERVICES

$ $

$$
163 PEOPLE 

AND

44 PERCENT 
OF DOLLARS COMMITTED TO 

POWER MARKETING AREAS

241 PEOPLE 
AND 

8 PERCENT 
OF DOLLARS APPLIED TO 
SUPPORT THE MISSION

354 PEOPLE 
AND 

26 PERCENT 
OF DOLLARS DEDICATED TO POWER 

OPERATIONS AND ENGINEERING AREAS

654 PEOPLE 
AND 

22 PERCENT 
OF DOLLARS INVESTED IN MAINTENANCE 

AND RELATED AREAS



FY 2013
CUSTOMER
IRP SUMMARY

W
estern’s Integrated Resource Planning requirements outlined in Section 
114 of the Energy Policy Act of 1992, gives customers several options 
to meet these requirements. The requirements, which were updated in 
2000 and again in 2008, recognize the changes occurring in the utility 
industry and our customer’s varying size and structure. These updates 
also streamlined the reporting requirements. Western also accepts IRP 
alternatives when customers qualify. They are the Small Customer Plan, 

the Minimum Investment Report, and the Energy Efficiency/Renewable Energy Report.

the most frequent demand-side 
management acti vities cited by 
western’s customers this year 
in order of priority are:

zz lighting
zz heating,ventilation and air conditioning
zz audits
zz rebates
zz load management
zz motor technologies– adjustable speed 

drives

the top five rene wable energy  
resource choices in order 
of priority are:

zz wind
zz small-scale hydro
zz solar
zz biogas/biomass
zz green tags

21FY 2013 Customer IRP Accomplishments (unaudited)
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DSM1 kW savings ($) 2,456 250,447 279,002 194,750 1,019,468 1,746,123

DSM kWh savings ($) 5,323,058 1,097,680,136 414,409,027 273,075,032 225,667,292 2,016,154,545

DSM  expenditure ($) 495,609 35,638,885 14,170,310 24,537,104 41,770,767 116,612,675

DSM2 deviations ($) 123,514 -4,870,894 -2,370,336 -1,556,727 1,100,984 -7,573,459

kW renewables (kW) 2,948 379,358 758,401 2,406,250 836,452 4,383,409

kWh renewables (kWh) 7,981,742 2,299,330,605 2,253,298,481 9,129,307,694 3,404,138,015 17,094,056,537

Renewable expenditure ($) 15,766 51,535,706 97,497,034 169,868,943 76,252,808 395,170,257

Renewable   
program  types

Hydro, wind Biogas/biomass,  
green tags, solar, wind, 

hydro, geothermal

Wind, hydro, solar,  
biogas/biomass,  

green tags

Solar, hydro,  
biogas/biomass, wind,  

green tags, geothermal

Wind,  
biogas/biomass,  

solar, green tags, hydro

Wind, hydro, solar,  
biogas/biomass,  

green tags

Top 5 most  
frequent DSM activities

Lighting, HVAC,3  
domestic hot water,  

audits, rebates

Lighting, audits, HVAC,  
load management, rebates

Lighting, HVAC, audits,  
load management, rebates

Lighting, HVAC, 
refrigerator/freezer, audits, 
load management, rebates

HVAC, lighting,  
refrigerator/freezer, rebates,  

load management, audits

Lighting, HVAC,  
audits, rebates,  

load management

Top 5 renewable energy 
activities 

Hydro, wind Biogas/biomass,  
green tags, solar, wind, 

hydro, geothermal  

Wind, hydro, solar,  
biogas/biomass,  

green tags

Solar, hydro,  
biogas/biomass, wind, 

green tags, geothermal

 Wind,  
biogas/biomass,  

solar, green tags, hydro

Wind, hydro, solar,  
biogas/biomass,  

green tags

# of IRPs-individual 
customers 7 4 21 12 12 56

# of IRPs-cooperatives 0 0 0 0 0 0

# of minimum investment 
reports 0 2 4 3 17 26

# of small  
customer plans 0 6 23 28 14 71

# of energy efficiency/
renewable energy reports 0 0 0 0 0 0

1 DSM refers to demand-side management activities the utility conducts to change customer energy use.
2 Deviations are any difference from the customers’  integrated resource plan.
3 Heating, ventilation and air conditioning.
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FINANCIAL DATA

Independent Auditors’ Report 
The Administrator of Western Area Power Administration and  
the U.S. Department of Energy Office of the Inspector General: 

Report on the Combined Financial Statements 
We have audited the accompanying combined financial statements of the Western Federal Power System (the System), which 
comprise the combined balance sheets as of September 30, 2013 and 2012, and the related combined statements of revenues 
and expenses, changes in capitalization, and cash flows for the years then ended, and the related notes to the combined finan-
cial statements. As described in note 1(a) to the combined financial statements, the combined financial statements include the 
Western Area Power Administration (Western), a component of the U.S. Department of Energy, and the hydroelectric power 
generating functions of the U.S. Department of the Interior, Bureau of Reclamation; the U.S. Army Corps of Engineers; and the 
U.S. Department of State, International Boundary and Water Commission (the generating agencies) for which Western markets 
and transmits power. 

Management’s Responsibility for the Combined Financial Statements 
Management is responsible for the preparation and fair presentation of these combined financial statements in accordance 
with U.S. generally accepted accounting principles; this includes the design, implementation, and maintenance of internal 
control relevant to the preparation and fair presentation of the combined financial statements that are free from material mis-
statement, whether due to fraud or error. 

Auditors’ Responsibility 
Our responsibility is to express an opinion on these combined financial statements based on our audits. We conducted or 
audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that 
we plan and perform the audits to obtain reasonable assurance about whether the combined financial statements are free 
from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the combined finan-
cial statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material 
misstatement of the combined financial statements, whether due to fraud or error. In making those risk assessments, the audi-
tor considers internal control relevant to the entity’s preparation and fair presentation of the combined financial statements in 
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by man-
agement, as well as evaluating the overall presentation of the combined financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 

Opinion 
In our opinion, the combined financial statements referred to above present fairly, in all material respects, the financial posi-
tion of the Western Federal Power System as of September 30, 2013 and 2012, and the results of its operations and its cash 
flows for the years then ended in accordance with U.S. generally accepted accounting principles. 

Other Matters 

Supplementary and Other Information 
Our audits were conducted for the purpose of forming an opinion on the System’s basic combined financial statements as 
a whole. The supplementary information in schedules 1 and 2 is presented for purposes of additional analysis and is not a 
required part of the basic combined financial statements. 

The supplementary information in schedules 1 and 2 is the responsibility of management and was derived from and relates 
directly to the underlying accounting and other records used to prepare the basic combined financial statements. Such infor-
mation has been subjected to the auditing procedures applied in the audits of the basic combined financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the underlying accounting 
and other records used to prepare the basic combined financial statements or to the basic combined financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United States of 
America. In our opinion, the supplementary information in schedules 1 and 2 is fairly stated in all material respects in relation 
to the basic combined financial statements as a whole. 

Denver, Colorado  
September 5, 2014, except as to Note 13,  
which is as of October 31, 2014 
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Combined Balance Sheets
September 30, 2013 and 2012 (In thousands)

2013 2012
Assets
Completed utility plant $7,136,595 $6,917,444
Accumulated depreciation (note 12) (3,813,588) (3,698,741) 
Net completed plant 3,323,007 3,218,703
Construction work in progress 395,545 397,569
Net utility plant 3,718,552 3,616,272
Cash 1,350,288 1,409,436
Accounts receivable, net 168,934 169,133
Regulatory assets 134,586 102,216
Other assets 100,343 87,837
Total assets $5,472,703 $5,384,894
Total Liabilities and Capitalization
Liabilities:
Long-term liabilities $168,102 $316,279
Customer advances and other liabilities 251,318 218,024
Accounts payable 92,343 90,171
Environmental cleanup liabilities 16,149 3,740
Total liabilities 527,912 628,214
Capitalization:
Payable to U.S. Treasury 5,099,301  5,069,195
Accumulated net deficit (note 12) (154,510) (312,515)
Total capitalization 4,944,791 4,756,680
Commitments and contingencies (notes 9 and 11)
Total liabilities and capitalization $5,472,703 $5,384,894
See accompanying notes to combined financial statements.

Combined Statements of Revenues and Expenses
Years ended September 30, 2013 and 2012 (In thousands)

2013 2012
Operating revenues:
Sales of electric power $916,676    925,877   
Transmission and other operating revenues 398,592    368,926   
Total operating revenues 1,315,268    1,294,803   
Operating expenses:
Operation and maintenance 522,060    539,603   
Purchased power 274,689    210,620   
Purchased transmission services 71,881    67,778   
Depreciation 140,758    132,716   
Administration and general 59,244    57,618   
Total operating expenses 1,068,632    1,008,335   
Net operating revenues 246,636    286,468   
Interest expenses:
Interest on payable to U.S. Treasury (note 1(i)) 45,899    206,376   
Allowance for funds used during construction (20,710)   (14,199)  
Net interest on payable to U.S. Treasury 25,189    192,177   
Interest on long-term liabilities 8,122    8,523   
Net interest expense 33,311    200,700   
Net revenues $213,325    85,768   
See accompanying notes to combined financial statements.
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Combined Statements of Changes in Capitalization
Years ended September 30, 2013 and 2012 (In thousands)

Payable to U.S. Treasury Accumulated net deficit Total capitalization
Total capitalization as of September 30, 2011 (note 12) $4,975,080 (503,519) 4,471,561
Additions:

Congressional appropriations 550,076 113,445 663,521
Interest 206,376 — 206,376

Total additions to capitalization 756,452 113,445 869,897
Deductions:

Payments to U.S. Treasury (659,051) — (659,051)
Transfers of property and services, net (3,286) — (3,286)
Irrigation assistance (note 11(b)) — (8,209) (8,209)

Total deductions to capitalization (662,337) (8,209) (670,546)
Net revenues for the year ended September 30, 2012 — 85,768 85,768
Total capitalization as of September 30, 2012 5,069,195 (312,515) 4,756,680
Additions:

Congressional appropriations 586,560 14,591 601,151
Interest 45,899 — 45,899

Total additions to capitalization 632,459 14,591 647,050
Deductions:

Payments to U.S. Treasury (601,503) — (601,503) 
Transfers of property and services, net (850) — (850) 
Irrigation assistance (note 11(b)) — (69,911) (69,911) 

Total deductions to capitalization (602,353) (69,911) (672,264) 
Net revenues for the year ended September 30, 2013 — 213,325 213,325
Total capitalization as of September 30, 2013 $5,099,301 (154,510) 4,944,791
See accompanying notes to combined financial statements.
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Combined Statements of Cash Flows
Years ended September 30, 2013 and 2012 (In thousands)

2013 2012
Cash flows from operating activities:
Net revenues $213,325    85,768   
Adjustments to reconcile net revenues to net cash provided by operating activities:

Depreciation 140,758    132,716   
Interest on payable to U.S. Treasury 25,189    192,177   
Loss on disposition of assets 6,321    18,013   
Unfunded postretirement benefits 17,685    19,960   
Bill credits applied against long-term liabilities (18,559)   (14,905)  
Accreted interest on construction financing receivable —     (2,328)  
Amortization of regulatory assets 2,266    508   
Change in unfunded FECA liability 2,794    63   

(Increase) decrease in assets:
Accounts receivable, net 199    13,275   
Regulatory assets (20,409)   (3,037)  
Other assets (13,664)   (11,401)  

Increase (decrease) in liabilities:
Customer advances and other liabilities 26,912    8,315   
Accounts payable 2,038    869   
Environmental cleanup liabilities (560)   (8,474)  

Net cash provided by operating activities 384,295    431,519   
Cash flows from investing activities:
Investment in utility plant (234,588)   (232,974)  
Principal collected on construction financing —     155,672   
Net cash used in investing activities (234,588)   (77,302)  
Cash flows from financing activities:
Congressional appropriations 576,690    608,878   
Payments to U.S. Treasury (581,777)   (642,843)  
Irrigation assistance (69,911)   (8,209)  
Proceeds from long-term liabilities 79,576    414,565   
Principal payments on long-term liabilities (213,433)   (382,087)  
Net cash used in financing activities (208,855)   (9,696)  
Net increase (decrease) in cash (59,148)   344,521   
Cash, beginning of year 1,409,436    1,064,915   
Cash, end of year $1,350,288    1,409,436   
Cash paid for interest $27,957    194,353   
Supplemental cash flow information:

Capitalized interest $20,710    14,199   
Transfer of construction work in progress to completed plant 244,286    193,158   
Constructive payment to U.S. Treasury 19,726    16,208   
Plant acquired by long-term financing 4,239    —    
Accreted interest on long-term liabilities —     581   
Changes in the allocation and assignment of generating agency balances to  
hydroelectric power generating function affecting net utility plant 9,286    (6,395)  

See accompanying notes to combined financial statements.
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Western Area Power Administration 
Combined Financial Statements 
September 30, 2013 and 2012
(1) Basis of Presentation and Summary of Significant Accounting Policies

(a) Principles of Combination
The Western Federal Power System (the System) combined financial statements include the combined financial position, results of 
operations and cash flows of the Western Area Power Administration (Western), an agency of the U.S. Department of Energy (DOE), 
and the hydroelectric power generating functions of the U.S. Department of the Interior (DOI), Bureau of Reclamation (Reclamation); 
the U.S. Department of Defense, Army Corps of Engineers (Corps); and the U.S. Department of State (State), International Boundary and 
Water Commission (IBWC) (collectively referred to as the generating agencies). For the generating agencies, only the individual power 
systems for which Western markets and transmits hydroelectric power are included in the combined financial statements. Western, a 
Federal power marketing administration, markets and transmits hydroelectric power generated from these power systems, which are 
operated and maintained by the generating agencies, throughout 15 western states.

The combined financial statements are prepared following accounting principles generally accepted in the United States of 
America (U.S. GAAP). The combined financial statements also reflect Federal Energy Regulatory Commission (FERC) regulations, 
FERC’s prescribed uniform system of accounts for electric utilities and DOE’s accounting practices.

For purposes of financial reporting, the hydroelectric power facilities and related operations of the System are considered one 
entity. All material intra‑entity balances and transactions have been eliminated from the combined financial statements.

The combined financial statements include project use energy. Project use energy is the amount of hydroelectric energy 
required to deliver project water to project water customers and other project‑specific authorizations such as irrigation and 
fish and wildlife needs. Project use energy capital costs may be reimbursed through the power rates, through the generating 
agencies’ water rates, depending on the agreement with the generating agency, or may be deemed nonreimbursable (note 
6(a)). Project use capital costs represent an allocation of total power capital assets necessary to generate and transmit 
hydroelectric power sufficient for project use needs. Although some project use capital costs may not be recovered through the 
power rates, the activity is included in the combined financial statements because it is directly related to hydroelectric power 
generation and transmission and is necessary to reflect the full financial activity of the System.

The combined financial statements contain three types of business activities: the hydroelectric power systems of Western 
and the generating agencies; the Transmission Infrastructure Program of Western (TIP); and other activities of Western. 
Hydroelectric power systems activity represents power activity of Western and the generating agencies that are generally 
reimbursable for purposes of repayment to the U.S. Treasury. These amounts include project use energy.

TIP activity represents Western activity related to Section 402 of the American Recovery and Reinvestment Act of 2009 (Recovery 
Act), Public Law No. 111‑5, which was signed into law on February 17, 2009. Section 402 of the Recovery Act added Section 301 to 
the Hoover Power Plant Act of 1984 (Public Law No. 98‑381) giving Western’s Administrator the discretion to borrow up to $3.25 
billion from the U.S. Treasury for the purposes of: (1) constructing, financing, facilitating, planning, operating, maintaining, or 
studying construction of new or upgraded electric power transmission lines and related facilities that have at least one terminus 
within the area served by Western and (2) delivering or facilitating the delivery of power generated by renewable energy resources 
constructed or reasonably expected to be constructed after the Recovery Act was enacted.

Other activities represent those Western activities that are not reimbursable through the rate‑setting process. This primarily 
consists of funds received from the Federal Communications Commission (FCC) to change Western’s bandwidth (referred to 
as the Spectrum Relocation fund). The Spectrum Relocation Fund paid for the cost of Western to relocate its bandwidth when 
the FCC sold the former bandwidth. The remaining activity primarily consists of agreements Western has with Federal and 
non‑Federal customers to provide services on a fee basis. The majority of the operating revenues and expenses are a result of 
services provided through specific agreements with customers, and are excluded from the rate‑making process.

(b) Allocation of Costs to Hydroelectric Power
Certain amounts included in the combined financial statements represent reimbursable power activities of the generating agencies 
for repayment to the U.S. Treasury. The costs of multipurpose generating agency projects are assigned to specific hydroelectric 
power functions through a cost allocation process. Reclamation hydroelectric power amounts are allocated to the combined 
financial statements based on power repayment responsibility (note 6(b)). Reclamation has power‑only facilities that are fully 
reimbursable, and has certain multi‑purpose water resource projects where the costs are allocated among project activities, which 
primarily include power, irrigation, recreation, municipal and industrial water, navigation and flood control. Completed utility plant 
costs are allocated to the hydroelectric power portion of the Statement of Project Construction Cost and Repayment (SPCCR) based 
on studies prepared by Reclamation economists. The allocation method developed from the SPCCRs is applied to all multi‑purpose 
utility plant and construction work‑in‑progress balances. Current assets and liabilities, excluding cash (note 1(e)), are allocated 
based upon the amounts directly recorded to power accounts. Revenue and expense accounts are also allocated based on the 
amounts directly recorded to power activities or amounts attributed to power repayment by Reclamation.
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Corps and IBWC hydroelectric power amounts are allocated based on legislatively determined rates of power repayment 
responsibility. The Corps and IBWC have processes in their financial systems to track and allocate costs to be recovered from the 
System’s customers.

To the extent possible, the generating agencies identify costs as direct costs. Direct costs are those that can be specifically 
identified to a power system, program or activity. In some cases, costs benefit two or more power systems, programs 
or activities; in these situations, it is not economically feasible to identify these costs as direct costs. Such costs include 
administrative support costs, space rental, utilities and office equipment. These costs are accumulated in indirect cost pools and 
allocated to the benefiting activities through a labor surcharge rate, based on direct labor charges.

(c) Confirmation and Approval of Rates
The System is not a public utility within the jurisdiction of FERC under the Federal Power Act. The Secretary of Energy 
(Secretary) has delegated authority to Western’s Administrator to develop hydroelectric power and transmission rates for the 
individual power systems included in the combined financial statements. The Deputy Secretary of Energy has the authority to 
confirm, approve and place such rates in effect on an interim basis. FERC has the exclusive authority to confirm, approve and 
place into effect on a final basis, and to remand or to disapprove rates developed by Western’s Administrator. FERC’s review is 
limited to: (1) whether the rates are the lowest possible consistent with sound business principles; (2) whether the revenue 
levels generated are sufficient to recover the costs of producing and transmitting electric energy including repayment within 
the period permitted by law; and (3) the assumptions and projections used in developing the rates. FERC shall reject decisions 
of Western’s Administrator only if it finds them to be arbitrary, capricious or in violation of the law. Refunds with interest, as 
determined by FERC, are authorized if final rates approved are lower than rates approved on an interim basis. However, if at 
any time FERC determines that the administrative cost of a refund would exceed the amount to be refunded, no refunds will 
be required. No such refunds have been required or made in 2013 and 2012. As of September 30, 2013, none of the System’s 
power systems were awaiting final rate approval.

Accounting policies also reflect specific legislation and executive directives issued by departments of the Federal government. Certain 
balances within the combined financial statements are accounted for under the provisions of the Financial Accounting Standards Board 
(FASB) Accounting Standards Codification (ASC) Topic 980, Regulated Operations. The provisions of the ASC Topic 980 require, among 
other things, that regulated enterprises reflect the regulator’s rate actions in its financial statements, when appropriate. The rate actions 
of Western’s Administrator, subject to the limited authority of FERC, can provide reasonable assurance of the existence of an asset; 
reduce, eliminate or amortize the value of an asset; or impose a liability on a regulated enterprise.

(d) Operating Revenues and Accumulated Net Revenues (Deficit)
Operating revenues are recognized when goods or services are provided to the public or another government agency. Except 
for power systems using revolving funds and customer advances, cash received from sales is deposited directly with the U.S. 
Treasury and is reflected as repayments to the U.S. Treasury, which is included in the payable to U.S. Treasury in the combined 
balance sheets. As such, these funds are unavailable for power system operating needs without congressional action. For power 
systems using revolving funds and customer advances, cash received is deposited in the U.S. Treasury and remains available to 
the power system. Cash collected into revolving funds in excess of operating requirements is used for repayment of the payable 
to U.S. Treasury (note 6(a)).

Approved hydroelectric power and transmission rates are established under requirements of the power systems’ authorizing 
legislation and related Federal statutes and are intended to provide sufficient revenue to recover all costs allocated to power 
and, in some power systems, a portion of irrigation‑related costs (note 11(b)). Costs allocated to power include repayment 
to the U.S. Treasury in power facilities and associated interest. Rates are structured to provide for repayment of the payable 
in power facilities, generally over 50 years, while operating expenses and interest on the payable are recovered annually. 
Replacements of utility plant are generally to be repaid over their expected service lives.

Western and the generating agencies are nonprofit Federal agencies; therefore, accumulated net revenues of the hydroelectric 
power systems, to the extent that they are available, are committed to repayment. However, as of September 30, 2013 and 
2012, the hydroelectric power systems have an accumulated net deficit of $244.26 million and $425.98 million, respectively.

Western provides purchasing, selling, scheduling, billing, and other ancillary services on behalf of other Federal and 
non‑Federal entities. The agent transactions are evaluated under the provisions of FASB ASC Subtopic 605‑45, Revenue 
Recognition – Principal Agent Considerations, to determine whether the transactions should be reported at the gross or net 
value. Generally, the System’s policy is to record agent activity at gross because Western typically shares in the risks and 
rewards of the transaction. In the event Western does not meet the majority indicators of gross reporting, the System records 
the activity at net value within the combined statements of revenue and expenses.

Western may provide multiple services to any one customer. Significant services may include the sale of electric power, 
ancillary services and the purchase and resale of electric power and transmission services. The System accounts for these 
arrangements in accordance with the provisions of FASB ASC Subtopic 605‑25, Revenue Recognition – Multiple‑Element 
Arrangements. Services qualify as separate units of accounting with distinguishable rates, terms, and delivery schedules. 
Services are provided to meet customer load requirements and revenues are recognized when services are provided.
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Transmission and other operating revenues include items such as transmission services, power wheeling, and recreational fees. 
Other operating revenues consist of fee‑for‑service arrangements, typically on a reimbursable basis, for services performed 
by the System that are not a part of its core mission of marketing and transmitting hydroelectric power generated by the 
combined power systems.

(e) Cash
Cash held by the System and the generating agencies represents the undisbursed balance of funds authorized by Congress, 
customer advances, revolving fund balances at the U.S. Treasury, and estimates of the amount of funds required to satisfy 
current hydroelectric power obligations.

(f) Accounts Receivable, Net
Accounts receivable, net represents amounts billed to customers but not collected, net of the related allowance of $137 
thousand and $127 thousand as of September 30, 2013 and 2012, respectively. The estimate of the allowance is based on past 
experience in the collection of receivables and an analysis of the outstanding balances. Interest is charged on the principal 
portion of delinquent receivables based on rates published by the U.S. Treasury for the period in which the debt became 
delinquent. Delinquent receivables are charged off against the allowance once they are deemed uncollectible. Generally, all 
delinquent receivables are charged off once the delinquency exceeds two years or the debtor has filed for bankruptcy.

Billing methods used by the System include net billing and bill crediting. Net billing is a two‑way agreement between Western 
and a customer, whereby both parties buy and sell power to each other. Monthly sales and purchases, including any customer 
advances received, are netted between the two parties and the customer is provided either an invoice or a credit. Bill crediting 
involves a three‑way net billing arrangement among Western, a customer and a third party whereby all three parties are 
involved in purchase and sales transactions. Under both billing methods, purchase and sales transactions are reported “gross” in 
the combined financial statements.

(g) Construction Financing Receivable
Pursuant to the Recovery Act, Western may enter into public‑private agreements to finance capital investments in transmission 
facilities that will assist in delivering renewable energy. Interest is accrued based on the terms of the financing agreement. As 
of September 30, 2013 and 2012, there was no construction financing receivables outstanding.

(h) Utility Plant, Moveable Equipment and Internal Use Software
Utility plant includes items such as dams, spillways, generators, turbines, substations and related components, and 
transmission lines and related components. Under FERC guidelines, utility plant is stated at original cost, net of contributions 
from external entities. Costs include direct labor and materials; payments to contractors; indirect charges for engineering, 
supervision, and overhead; and interest during construction. The costs of additions, major replacements and betterments are 
capitalized; whereas, repairs and maintenance are charged to operation and maintenance expense as incurred.

Plant assets of the combined power systems are currently depreciated using the straight‑line method over the estimated 
service lives ranging from 8 to 50 years for transmission assets and 10 to 100 years for generation assets. Power rights are 
amortized over 40 years. The service lives of utility plant may be different between financial reporting and repayment 
measures. With the exception of Reclamation, the cost of retired utility plant, net of accumulated depreciation, is charged to 
operation and maintenance expense as a gain (loss), net of cash proceeds, if any; Reclamation utilizes the composite method of 
depreciation and, accordingly, the cost of retired utility plant is charged against accumulated depreciation.

Moveable equipment includes computers, copiers, cranes, energy testing equipment, helicopters, trucks and wood chippers. 
Moveable equipment is currently depreciated using the straight‑line method over the estimated service lives ranging from 3 to 
20 years. Moveable equipment is classified as other assets on the combined balance sheets (note 4).

Internal use software includes software purchased from commercial vendors “off the shelf” and internally developed software. 
The System’s internal use software is depreciated over five years, using the straight‑line method. Internal use software is 
classified as other assets on the combined balance sheets (note 4).

Most completed utility plant, as required by law, is recovered through the rates regardless of whether an asset is abandoned, 
loses value, is disposed of significantly before the end of its estimated useful life or is destroyed. Consequently, the cash flow is 
not impaired regardless of the condition of the asset.

The System’s policy is to move capitalized costs into completed utility plant at the time a project or feature of a project is 
deemed to be substantially complete. A project is substantially complete when it is providing benefits and services for the 
intended purpose, and is generating project purpose revenue, where applicable.

(i) Interest on the Payable to U.S. Treasury
Interest, a component of total capitalization, is accrued annually on the payable to U.S. Treasury based on Federal statutes and power 
system legislation. Such interest is reflected as an expense in the combined financial statements. The System calculates interest annually 
based on the unpaid balances owed to the U.S. Treasury using rates set by law, administrative orders following law or administrative 
policies. Interest rates on unpaid balances ranged from 2.500% to 11.375% for the years ended September 30, 2013 and 2012.
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As provided by Federal law, interest is not assessed on unpaid balances in irrigation facilities anticipated to be repaid through 
power sales (note 11(b)).

The Reclamation Projects Authorization and Adjustment Act of 1992 was enacted to protect the Grand Canyon from further 
environmental damage resulting from the operation of the Glen Canyon Hydroelectric Power Plant, effectively reducing the 
hydroelectric production of the dam. During 2013, after an extensive study, Reclamation, in their ‘Interim Reallocation of the Costs 
of Glen Canyon’ released in April 2013, determined that a portion of the multipurpose joint capital costs should be reallocated from 
the power function to protection of the Grand Canyon. The study indicated that $25.8 million of capital costs should be reallocated 
retroactive to fiscal year 1993 and operation and maintenance costs totaling $10.1 million should be reallocated retroactive to fiscal 
year 1999. Application of the retroactive cost adjustments to the power repayment study, accounted for as a change in estimate, for 
the year ended September 30, 2013 resulted in reduction of interest payable to the U.S. Treasury of $137.0 million.

(j) Allowance for Funds Used during Construction
Allowance for funds used during construction (AFUDC or interest during construction) represents interest on funds borrowed 
from the U.S. Treasury during the construction of all generation and transmission facilities including assets allocated to project 
use energy. The System calculates AFUDC based on the average annual outstanding balance of construction work in progress 
and is calculated through the date in which assets are placed in service. AFUDC is capitalized and recovered over the repayment 
period of the related plant asset. Applicable interest rates ranged from 2.75% to 8.27% and 3.75% to 8.27% for the years 
ended September 30, 2013 and 2012, respectively, depending on the year in which construction on the transmission and 
generation facilities was initiated and requirements of the authorizing legislation.

(k) Transfers of Property and Services, Net
Transfers of property and services, net is a component of total capitalization that represents the receipt of unfunded transfers 
of assets or costs offset by the unfunded transfers of revenues. Transfers are recognized upon physical delivery of the asset 
or performance of the service. Transfers occur between projects, project types and other Federal entities. Transfers between 
Western and the generating agencies eliminate upon combination.

(l) Pension and Other Postretirement Benefits
Western and generating agency employees participate in one of the following contributory defined‑benefit plans: the Civil 
Service Retirement System (CSRS) or Federal Employees Retirement System (FERS). Agency contributions are based on eligible 
employee compensation and total 7.0% for CSRS and up to 11.9% for FERS. These contributions are submitted to benefit 
program trust funds administered by the Office of Personnel Management (OPM). The System’s contributions for the two 
plans amounted to $29.0 million for the years ended September 30, 2013 and 2012. The contribution levels, as legislatively 
mandated, do not reflect the full‑cost requirements to fund the CSRS or FERS pension plans. The additional cost of providing 
CSRS and FERS benefits is approximately 32.3% and 14.2% of base salary, respectively, and is funded by OPM.

Other postretirement benefits administered and partially funded by OPM are the Federal Employees Health and Benefits Program 
(FEHB) and the Federal Employee Group Life Insurance Program (FEGLI). FEHB is calculated at $5,190 and $5,187 per employee in 
fiscal years 2013 and 2012, respectively, and FEGLI is based on 0.02% of base salary for each employee enrolled in these programs.

In addition to the amounts contributed to the CSRS and FERS as stated above, the System recorded an expense for the pension and other 
postretirement benefits in the combined financial statements of $17.7 million and $20.0 million for the years ended September 30, 
2013 and 2012, respectively. This amount reflects the contribution made on behalf of Western and the generating agencies by OPM to 
the benefit program trust funds. This expense will be recovered from power customers through the future sale of power.

As a Federal agency, all postretirement activity is managed by OPM; therefore, neither the assets of the plans nor the actuarial data 
with respect to the accumulated plan benefits relative to Western and generating agency employees are included in this report.

(m) Use of Estimates
System management utilizes estimates and assumptions relating to the reporting of assets and liabilities and the disclosure of 
contingent assets and liabilities to prepare these combined financial statements in conformity with U.S. GAAP. Significant items 
subject to such estimates and assumptions include the useful lives of completed utility plant; allowances for doubtful accounts; 
employee benefit obligations; environmental cleanup liabilities; and other contingencies. Estimates have also been used in 
allocating the reimbursable power activity of generating agencies for the purpose of repayment to the U.S. Treasury, and for 
allocating capital assets to project use energy. Actual results could differ significantly from these estimates.

(n) Derivative and Hedging Activities
The System analyzes derivative financial instruments under FASB ASC Topic 815, Derivatives and Hedging. This standard requires 
that all derivative instruments, as defined by ASC Topic 815, be recorded on the combined balance sheets at fair value, unless 
exempted. Changes in a derivative instrument’s fair value must be recognized currently in the combined statements of revenues 
and expenses, unless the derivative has been designated in a qualifying hedging relationship. The application of hedge accounting 
allows a derivative instrument’s gains and losses to offset related results of the hedged item in the combined statements of 
revenues and expenses to the extent effective. ASC Topic 815 requires that the hedging relationship be highly effective and that an 
organization formally designate a hedging relationship at the inception of the contract to apply hedge accounting.
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Western enters into contracts for the purchase and sale of electricity for use in its business operations. ASC Topic 815 requires the System 
to evaluate these contracts to determine whether the contracts are derivatives. Certain contracts that literally meet the definition 
of a derivative may be exempted from ASC Topic 815 as normal purchases or normal sales. Normal purchases and sales are contracts 
that provide for the purchase or sale of something other than a financial instrument or derivative instrument that will be delivered in 
quantities expected to be used or sold over a reasonable period in the normal course of business. Contracts that meet the requirements 
of normal purchases or sales are documented and exempted from the accounting and reporting requirements of ASC Topic 815.

The System’s policy is to fulfill all derivative and hedging contracts by either providing power to a third party or by taking 
delivery of power from a third party as provided for in each contract. The System’s policy does not authorize the use of 
derivative or hedging instruments for speculative purposes such as hedging electricity pricing fluctuations beyond Western’s 
estimated capacity to deliver or receive power. Accordingly, the System evaluates all of its contracts to determine if they 
are derivatives and, if applicable, to ensure that they qualify and meet the normal purchases and normal sales designation 
requirements under ASC Topic 815. Normal purchases and normal sales contracts are accounted for as executory contracts as 
required under U.S. GAAP. As of September 30, 2013 and 2012, the System has no contracts accounted for as derivatives.

(o) Concentrations of Credit Risk
Financial instruments, which potentially subject the System to credit risk, include accounts receivable for customer purchases of 
power, transmission or other products and services. These receivables are primarily held with a group of diverse customers that 
are generally large, stable and established organizations, which do not represent a significant credit risk. Although the System 
is affected by the business environment of the utility industry, System management does not believe a significant risk of loss 
from a concentration of credit exists.

For TIP financed projects, risk exists at the individual project level and includes, but is not limited to: construction delays, cost 
overruns, contractor disputes, land acquisition and land right of way negotiations, weather‑related delays and limitations, 
and regulatory review and approvals. Risk is mitigated through the application of due diligence efforts focused on the project 
developer. At the project level, this includes securitization of assets (first lien), parental guarantees, letters of credit and 
continuous monitoring of construction, financial and other material risks.

(p) Regulatory Assets (note 3)
Regulatory assets are assets that result from rate actions of Western’s Administrator and other regulatory agencies. These assets 
arise from specific costs that would have been included in the determination of net revenue or deficit in one period, but are 
deferred until a different period for purposes of developing rates to charge for services, per the requirements of ASC Topic 980. 
The System defers costs as regulatory assets so that the costs will be recovered through the rates during the periods when the 
costs are scheduled to be paid. This ensures the matching of revenues and expenses. The System does not earn a rate of return 
on its regulatory assets. The assets listed below are regulatory in nature:

Workers’ Compensation Actuarial Cost
The U.S. Department of Labor (DOL) determines an actuarial liability associated with cases incurred for which additional future 
claims may be made on an annual basis. DOL determines the actuarial liability associated with future claims using historical benefit 
payment patterns discounted to present value (37 years) using economic assumptions for 10‑year U.S. Treasury notes and bonds.

The recovery of future claims is deferred for rate‑making purposes until such time as the claims are submitted to and paid by 
DOL. Therefore, the recognition of the actuarial expense associated with hydroelectric power operations has been deferred as a 
regulatory asset in the combined balance sheets to reflect the effects of the rate‑making process. The actuarial cost associated 
with TIP and other activities is expensed as incurred.

Abandoned Project Costs, Net
Occasionally, congressionally authorized projects originally planned for service are discontinued due to political and/or economic 
reasons. The System classifies these discontinued projects based on Congressional action as abandoned projects and amortizes 
them in the same manner as that used for rate‑making purposes. The amortization period is a maximum of 50 years. These 
abandoned projects are considered regulatory assets because the costs are amortized into the power rates over a period of time, 
rather than being expensed in the year of the Congressional action. The discount rate on the System’s abandoned projects is 3%.

Recovery Implementation Program (RIP)
Section 8 of the Colorado River Storage Project (CRSP) Act of 1956, as amended, mandates that DOI establish and implement programs to 
conserve fish and wildlife. Under this Act and other legislation, Reclamation has established programs to preserve the habitat and otherwise 
aid endangered fish and wildlife. The RIP is an example of such a program and is managed by the U.S. Fish and Wildlife Service.

On October 30, 2000, Congress passed Public Law 106‑392 that authorized additional funding to Reclamation to continue the 
RIP. The legislation specifies that a total of $17.0 million is to be collected by the System from its power customers and provided 
to Reclamation to finance capital costs. Repayment of amounts borrowed from the State of Colorado for the RIP and accrued 
interest were deferred until October 1, 2012. All interest accrued during the deferral period of $4.0 million was accreted into the 
outstanding principal balance. Commencing October 1, 2012, all costs are amortized to expense over the repayment period of 
30 years. Total expense amortized was $0.3 million for the year ended September 30, 2013.
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Accrued Annual Leave
Accrued annual leave represents benefits that will be paid out to employees upon retirement or separation from employment 
with the government. The amount not funded by revolving funds has been deferred as a regulatory asset to reflect the effects 
of the rate‑making process. Deferred annual leave costs are expensed as used.

Transmission Termination Settlement
Western renegotiated certain CRSP long‑term contractual obligations with third‑party power providers in 2007. Under the 
terms of the settlement agreements, annual payments of $0.6 million will be made through 2017 to PacifiCorp for a total 
of $6.0 million. The unpaid portion of the settlements has been deferred as a regulatory asset to reflect the effects of the 
rate‑making process.

Extraordinary Maintenance
Extraordinary maintenance represents costs that occur infrequently, involve relatively large amounts of funds, and ensure 
the future economic usefulness of the asset. Criteria used to determine if a cost is extraordinary and should be treated 
as a regulatory asset include the total cost of the program, the rate impact the cost would have if recovered as a normal 
maintenance expense in one year, the current water conditions for the project, and whether significant rate increases had taken 
place over the previous 10 years.

Environmental Cleanup Liabilities (note 10)
Environmental liabilities represent the amount recorded for the estimated liability for projected future cleanup costs associated 
with removing, containing, and/or disposing of hazardous waste, including asbestos. A liability, as well as a regulatory asset, is 
recorded for the estimated environmental cleanup costs. The costs are recorded when the future remediation costs are known 
and estimable. The cost is deferred until incurred and recovered through the rate‑making process.

(q) Interchange Energy and Energy Exchange (note 4)
Western’s power contracts may include a provision for energy transfers and exchanges between Western and a supplier that result 
in claims or obligations to be settled at a future date, based on contractual provisions. Energy claims or obligations represent 
the valuation of excess energy delivered or received under the energy interchange and exchange contract provisions. The energy 
balance is recorded either as other assets when Western is the net supplier, or as other liabilities when Western is the net user. 
Transactions are recorded at the market value on the date of the transaction, under the provisions of ASC Topic 845, Nonmonetary 
Transactions, and are netted within purchase power expense as incurred under FERC regulations and rulings.

(r) Customer Advances
Customer advances represent the balance of advance payments received from power customers under co‑sponsoring 
agreements with entities for construction, operation and maintenance or other furnished items. Subsidiary accounts are 
maintained by the customer to reflect the status of each advance. Also included are revenue financing contracts that provide 
advanced customer funds for construction, maintenance or purchase power expenses. For these contracts, the customer is 
provided revenue credits on future power bills up to the amount of the advanced funds and, if applicable, any interest or fees. 
Revenue is recognized upon application of bill credits.

(s) Taxes
As agencies of the U.S. Government, the System is exempt from all income taxes imposed by any governing body, whether it is 
a Federal, state or commonwealth of the United States or a local government.

(t) Fair Value of Financial Instruments
FASB ASC Topic 825, Financial Instruments, requires disclosure of the fair value of financial instruments. Fair value estimation 
methods for individual classes of financial instruments are described below.

Short‑Term Financial Instruments
The carrying (recorded) value of short‑term financial instruments, including cash, accounts receivable, other assets (excluding moveable 
equipment and internal use software) accounts payable, certain customer advances and other liabilities, and environmental cleanup 
liabilities, approximates the fair value of these instruments because of the short maturity of these instruments. The fair value of certain 
unfunded and actuarially based liabilities cannot be determined as the future payout dates have yet to be determined.

Long‑Term Liabilities
Fair value is estimated by computing the present value of future payments discounted at prevailing U.S. Treasury interest rates at year 
end. The fair value of long‑term liabilities was $186.3 million and $348.7 million as of September 30, 2013 and 2012, respectively.

(u) Related Parties
As components of DOE, DOI, DOD, and State, these departments are considered related parties to the System. Western 
has certain agreements with DOE, DOI, and DOD to provide electric power, transmission services, and other services. As of 
September 30, 2013 and 2012, amounts outstanding in accounts receivable relating to related parties totaled $28.9 million and 
$27.2 million, respectively; for the years ended September 30, 2013 and 2012, total operating revenues earned from related 
party sources totaled $247.2 million and $262.0 million, respectively.
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(v) Recent Accounting Pronouncements
In May 2011, the FASB issued ASU No. 2011‑02, A Creditor’s Determination of Whether a Restructuring is a Troubled Debt 
Restructuring. ASU No. 2011‑02 updates ASC Subtopic 310‑40, Troubled Debt Restructurings by Creditors, to clarify guidance 
on whether a restructuring constitutes a troubled debt restructuring. ASU No. 2011‑02 was effective for fiscal years ending 
on or after December 15, 2012. Adoption of ASU No. 2011‑02 had no significant impact to the System’s combined financial 
statements.

In December 2011, the FASB issued ASU No. 2011‑11, Disclosures about Offsetting Assets and Liabilities. ASU No. 2011‑11 
updates ASC Subtopic 210‑20, Balance Sheet‑Offsetting, to provide quantitative disclosures about offsetting financial 
instruments and derivative instruments. Additionally, this guidance requires qualitative and quantitative disclosures about 
master netting agreements or similar agreements when the financial instruments and derivative instruments are not offset. 
In January 2013, the FASB issued ASU No. 2013‑01, Clarifying the Scope of Disclosures about Offsetting Assets and Liabilities to 
address implementation issues about the scope of ASU No. 2011‑11. ASU No. 2013‑01 clarified that the scope of ASU 2011‑11 
applies to derivatives accounted for in accordance FASB ASC Topic 815, Derivatives and Hedging. ASU No. 2011‑11, as amended, 
was effective for fiscal years ending on or after January 1, 2013. Adoption of ASU No. 2011‑11 had no significant impact to the 
System’s combined financial statements.

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers, which requires an entity to recognize 
the amount of revenue which it expects to be entitled for the transfer of promised goods or services to customers. ASU No. 
2014-09 will replace most existing revenue recognition guidance in U.S. GAAP when it becomes effective. ASU No. 2014-09 is 
effective for the System for periods beginning after December 15, 2017, and early adoption is not permitted. ASU No. 2014-09 
permits the use of either the retrospective or cumulative effect transition method. The System has not yet selected a transition 
method and is currently evaluating the effect that ASU No. 2014-09 will have on the System’s combined financial statements 
and related disclosures.

(2) Hydroelectric Power Systems and Generating Agencies
Western markets and transmits hydroelectric power for 14 power systems. The expenses and net assets of the 14 power systems, 
which are generally expected to be recovered through rates, are included in the accompanying combined financial statements 
along with activity of the TIP program and other activity disclosed in note 1(a). Reclamation generates power for all power systems 
with the exception of Amistad‑Falcon and Pacific Northwest‑Pacific Southwest Intertie, which has only transmission facilities. The 
Pick‑Sloan power system is unique in that both Reclamation and the Corps generate hydroelectric power for the power system. 
IBWC is Western’s sole generation partner for the Falcon‑Amistad power system. A listing of these power systems by generating 
agency includes:

Reclamation Power Systems
�� Boulder Canyon
�� Central Valley
�� Collbran
�� Colorado River Storage Project
�� Dolores
�� Fryingpan‑Arkansas
�� Parker‑Davis
�� Pick‑Sloan Missouri River Basin
�� Provo River
�� Rio Grande
�� Seedskadee
��Washoe

Corps Power System
�� Pick‑Sloan Missouri River Basin

IBWC Power System
�� Falcon‑Amistad

(3) Regulatory Assets
Regulatory assets (note 1(p)) as of September 30, 2013 and 2012 consist of the following (in thousands):

2013 2012
Workers’ compensation actuarial cost $47,996 $43,705
Extraordinary maintenance 33,340 13,424
Accrued annual leave 16,445 19,401
Recovery implementation program 15,197 15,480
Environmental cleanup liabilities (note 10) 12,970 —
Abandoned project costs, net 6,438 7,406
Transmission termination settlement 2,200 2,800
Total regulatory assets $134,586 $102,216

As of September 30, 2013 and 2012, abandoned project costs, net include the Celilo‑Mead transmission line, which is being 
amortized over 23 years, through 2019.
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(4) Other Assets
Other assets as of September 30, 2013 and 2012 consist of the following (in thousands):

2013 2012
Moveable equipment, net (note 1(h)) $52,852 $48,624
Stores inventory 20,904 19,115
Assets under development 8,329 3,827
Internal use software, net (note 1(h)) 7,488 5,246
Interchange energy and energy exchange (note 1(q)) 3,728 7,557
Advances to others 345 1,455
Other 6,697 2,013
Total other assets $100,343 $87,837

Under FERC requirements, the net revenue and expense activity in interchange energy and energy exchange is included in 
purchased power expense in the combined financial statements. The net activity included in purchased power expense was $3.8 
million and $0.5 million for the years ended September 30, 2013 and 2012, respectively.

(5) Utility Plant
Utility plant as of September 30, 2013 and 2012 consists of the following (in thousands):

Utility plant: 2013 2012
Structures and facilities $6,297,927 $6,109,576
Buildings 454,530 437,257
Land 215,101 202,393
Power rights 169,037 168,218
Gross completed plant 7,136,595 6,917,444
Accumulated depreciation (note 12) (3,813,588) (3,698,741)
Net completed plant 3,323,007 3,218,703
Construction work in progress 395,545 397,569
Net utility plant $3,718,552 $3,616,272

In accordance with FERC guidelines, the System excludes contributed plant within the combined balance sheets to eliminate 
the impact on power and transmission rates. As of September 30, 2013 and 2012, contributed plant, net used in the System’s 
operations totaled $320.1 million and $321.8 million, respectively.

The balances shown above include project use utility plant amounts used to provide project benefits to water customers (note 
6(a)). In addition to water benefits, the projects include other authorized benefits, such as support for fish and wildlife needs.

(6) Capitalization and Cost Allocation

(a) General
Capitalization consists of congressional appropriations and accumulated interest on unpaid balances, less net transfers of property 
and services from other Federal agencies and repayments to the U.S. Treasury, and accumulated net deficit. Congressional 
appropriations are comprised of the cumulative appropriations received. Appropriations are allocated to the payable to U.S. 
Treasury or net deficit, based on expected use in reimbursable and nonreimbursable activities. All power systems, except Dolores, 
Seedskadee, Boulder Canyon and the operations and maintenance and purchased power programs of the Colorado River Storage 
Project (CRSP), are primarily financed through congressional appropriations. Dolores, Seedskadee, Boulder Canyon and the 
operations and maintenance programs of CRSP are funded through the use of a revolving fund. Revolving funds allow the System 
to utilize resources for reinvestment in power operations without congressional appropriations. A portion of construction and 
rehabilitation, operation and maintenance and purchased power expenditures are financed through other methods, such as 
advances from non‑Federal entities, reimbursements from other Federal agencies, use of receipts authorization and alternative 
billing methods, such as net billing and bill crediting or any combination of these methods.

Although most of the appropriations received by the System are expected to be repaid through the collection of the power 
rate, some costs are not recoverable through the power rate. When costs are deemed not recoverable through the power rate, 
the funding for these amounts is not included in the payable to U.S. Treasury. These costs may be recovered through the water 
rate charged by Reclamation or may be deemed nonreimbursable by legislation; however, such recovery is not reflected in 
these combined financial statements. The amount of capital project use assets not recovered through the power rates as of 
September 30, 2013 and 2012 was $760.9 million and $747.2 million, respectively. Generating agency project use operation 
and maintenance costs not recovered through revenues are excluded from the combined financial statements.

Operating expenses (excluding depreciation expense) and interest on the unpaid balances are generally repaid annually. 
In cases where revenues are not available for repayment, unpaid annual net deficits become payable from the future years’ 
revenues. Interest is accrued on cumulative annual net deficits until paid. Deficits for operating expenses begin to accrue 
interest in the year they occur, while interest expense deficits begin to accrue interest in the following year. In cases where 
funds are available, unless otherwise required by legislation, repayment of balances is applied first to the increment bearing 
the highest interest rate. There is no requirement for repayment of a specific amount on an annual basis.
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(b) Capitalization in Multi‑Purpose Facilities
Capitalization in certain multipurpose facilities, primarily dams and structures integral to hydroelectric power generation 
required to be repaid from the power revenues, has been determined from preliminary cost allocation studies based on project 
evaluation standards approved by Congress. Allocations between power and nonpower activities may be changed in future 
years; however, the project evaluation standards cannot be changed unless approved by Congress.

Final studies will be performed by the generating agencies, as appropriate, upon completion of each individual power project 
and are still pending for all but the Fryingpan‑Arkansas Power System (FryArk), which was completed in 1993. The Boulder 
Canyon and Parker‑Davis power systems are not subject to cost allocation studies since the power systems’ enacting legislation 
requires the total costs of the dams and appurtenant structures be repaid through power revenues.

With final cost allocation studies still pending for many of the individual power systems, the potential exists for significant 
future adjustment in the Payable to U.S. Treasury for the cost of multi‑purpose facilities allocated to power and the related 
accrued interest on the unpaid balance. Such reallocations could affect the future individual power system rates.

(7) Long‑Term Liabilities
Long‑term liabilities, as of September 30, 2013 and 2012, consist of the following (in thousands):

Long-term liabilities: 2013 2012
Long-term construction financing $95,132 $109,629
State of Colorado loan (note 1(p)) 15,197 15,480
Transmission Infrastructure Program 57,773 191,170
Total long-term liabilities $168,102 $316,279

Outstanding long‑term liabilities, as of September 30, 2013, are scheduled to be credited or repaid as follows (in thousands):
Year ending September 30: Principal Interest Total

2014 $74,857   $7,020   $81,877   
2015 16,274   5,988   22,262   
2016 17,298   5,097   22,395   
2017 14,724   3,473   18,197   
2018 4,391   2,484   6,875   
2019 and thereafter 40,558   21,452   62,010   
Total outstanding long-term liabilities $168,102   $45,514   $213,616   

(a) Long‑Term Construction Financing
The majority of long‑term construction financing consists of three significant contractual arrangements. The first significant 
arrangement provides customer financing for the Boulder Canyon power system to upgrade each of the generating units at Hoover 
Dam. The obligation to these customers began in 1987 and is scheduled to be satisfied through issuing credits on power bills through 
fiscal year 2017. Interest rates ranged between 5.3% and 7.9% and between 5.2% and 7.7% during fiscal years 2013 and 2012, 
respectively. As of September 30, 2013 and 2012, the outstanding obligation was $46.0 million and $57.1 million, respectively.

The second significant arrangement consists of the principal payable to the State of Wyoming for providing partial financing 
for improvements at the Buffalo Bill Dam (Pick‑Sloan Missouri Basin power system) and associated hydroelectric power plants. 
This liability is being repaid over a period of 35 years, which began in 1996, at an approximate interest rate of 11.1%. The 
outstanding obligation amounted to $18.8 million and $19.1 million, as of September 30, 2013 and 2012, respectively.

The third significant arrangement is principal due to Griffith Energy LLC for providing financing for the construction of the 
Griffith‑McConnico and Griffith‑Peacock transmission lines along with certain assets at Peacock Substation and McConnico 
Switching Station within the Intertie and Parker‑Davis power systems. Repayment is through power bill credits beginning in 
2001 and ending in 2018. The interest rate is 8.5%. As of September 30, 2013 and 2012, the outstanding obligation totaled 
$11.8 million and $13.7 million, respectively.

Other components of long‑term financing include Mohave Electric Cooperative, Inc., which provided financing to construct 
the network upgrades required for the Zorb Project within the Parker‑Davis power system. Repayment through crediting of 
transmission service bills is anticipated to begin in March 2014. The monthly amounts are unknown at this time, as the rates 
have yet to be established for that period. However, based on estimates, repayment should be completed within a 20‑year 
period, with an estimated annual bill credit of $454 thousand. As of September 30, 2013 and 2012, the outstanding obligation 
totaled $7.6 million. There is also an outstanding obligation with the Arizona Public Service Company for the construction 
of facilities for the Flagstaff 345‑KV interconnection project in the Desert Southwest Colorado River Storage Project. As of 
September 30, 2013 and 2012, the outstanding obligation totaled $8.9 million and $8.7 million, respectively. Repayment 
through net billing arrangements will begin after construction is completed, around January of 2014. The balance of long‑term 
construction financing is primarily related to the Wildhorse Creek substation completed in 2013. The repayment varies based on 
power produced by the customer and wind conditions, is estimated based on historical activity, and will be repaid through bill 
crediting (note 1(f)). As of September 30, 2013, the outstanding balance on this project totaled $1.7 million.
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(b) State of Colorado Loan
Western received a loan from the State of Colorado for $5.5 million in December 2002 at an interest rate of 4.5% per year. 
Another $5.9 million was received in December 2004 with an interest rate of 3.25%. The purpose of these loans was to fund 
Reclamation’s endangered fish recovery implementation programs (note 1(p)). Interest began accruing at the time loans 
were granted and was accreted into the outstanding principal balance until repayment began in 2012. The loan will be repaid 
through power revenues through 2041.

(c) Transmission Infrastructure Program (TIP)
In fiscal year 2009, Western signed an agreement with Tonbridge Power Inc. (Tonbridge), acquired as a subsidiary of Enbridge, 
Inc. in November 2011, to finance up to $161 million for the construction of the Montana Alberta Tie Ltd. (MATL) transmission 
line project. This project was for the construction of a 214‑mile, 230‑kV power transmission line between Great Falls, Montana 
and Lethbridge, Alberta. When complete and fully operational, the line will have the capacity to deliver 300 megawatts of 
wind‑generated power in either direction. Western funded this project with borrowing authority from the U.S. Treasury granted 
by the Recovery Act. In December 2012, Western repaid the U.S. Treasury the September 30, 2012 outstanding balance of 
$161.0 million with funds repaid by MATL in August 2012.

Western borrows funds from the U.S. Treasury for the Trans West Express (TWE) project. The TWE project is a 725‑mile, 600‑kV 
DC transmission line from south central Wyoming to the El Dorado Valley south of Las Vegas, a transmission gateway to 
California. The Office of Management and Budget (OMB) has authorized use of $25 million in borrowing authority to finance 
TIP’s 50% portion of the $50 million for the development phase of the project. Costs incurred relative to TWE are expensed 
as incurred, as the project activities are considered investigatory for the years ended September 30, 2013 and 2012. Interest 
rates on the loan ranged between 0.104% to 0.124% and between 0.104% to 0.143% during fiscal years 2013 and 2012, 
respectively. As of September 30, 2013 and 2012, the outstanding amount borrowed was $10.7 million and $8.5 million, 
respectively.

Western borrows funds from the U.S. Treasury for the Electrical District No. 5 to Palo Verde Hub (ED5‑PVH) project. The ED5‑PVH 
project consists of building 45 circuit‑miles of new and upgraded Western transmission line and purchasing capacity rights 
on 64 miles of the new Southeast Valley Project 500kV transmission line. The OMB has authorized use of up to $91 million in 
borrowing authority to finance the construction of the ED5‑PVH project. Interest rates on the loan ranged between 0.099% to 
0.139% and between 0.104% to 0.143% during fiscal years 2013 and 2012, respectively. As of September 30, 2013 and 2012, 
the outstanding amount borrowed was $47.0 million and $21.6 million, respectively.

(8) Customer Advances and Other Liabilities (in thousands)

2013 2012
Customer advances (note 1(r)) $127,312 $113,475
Workers’ compensation actuarial liability 48,154 44,138
Due to other federal agencies 17,759 11,965
Accrued payroll benefits 17,233 16,339
Accrued annual leave 16,445 19,401
Legal claims and settlements (note 11(a)) 9,400 —
Workers’ compensation accrual 8,419 9,012
Transmission termination settlement 2,200 2,800
Other 4,396 894
Total customer advances and other liabilities $251,318 $218,024

(9) Lease Commitments
The System has three noncancelable operating leases. The first is for Western’s Electric Power Training Center that expires in 2015. 
The lease represents an annual expense of approximately $279 thousand through 2015. Second, a noncancelable operating lease 
for two rooms in the Blake Street Building in Salida, Colorado. This lease is for a term of three years, with a three‑year renewal 
option, at an annual cost of approximately $10 thousand. Third, Western has a contract with Southern California Edison Company 
for the lease of two 230‑kV transmission lines from the Hoover Powerplant to Mead Substation. The contract provides Western the 
right to extend the lease indefinitely, but Western may terminate this contract upon three years written notice to the contractor. 
The lease represents an annual expense of approximately $209 thousand.

The System has several cancelable operating leases, primarily for general purpose motor vehicles, office, and warehouse space that 
expire during the next 15 years. The right to relinquish space on cancelable leases is available with 120‑day notice to terminate. The 
General Services Administration is generally the leaseholder for all cancelable equipment and building leases.

These leases generally contain renewal options for periods ranging from three to five years and require the lessee to pay all costs, 
such as maintenance and insurance.

Rental expense for operating leases was approximately $7.9 million and $8.0 million for the years ended September 30, 2013 and 
2012, respectively.
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(10) Environmental Cleanup Liabilities
The Desert Southwest Region of Western has been engaged in remediating the Basic Substation located in Henderson, Nevada 
since 1991. This site, which was built in 1942 to provide power to a local magnesium plant, was decommissioned in 2002. 
Rather than address all contamination at the site at once, the remediation has been pursued in a staged process, in parallel with 
demolition work to reduce the impact on annual budgets. The remediation was financed with nonreimbursable funding in 2010; 
therefore, it has no impact on the power rates. The estimated liability to remediate the Basic Substation was $3.2 million and $3.7 
million as of September 30, 2013 and 2012, respectively.

Western’s environmental liabilities also include the estimated cleanup costs for asbestos. Asbestos‑related cleanup costs are 
the costs of removing, containing, and/or disposing of (1) asbestos‑containing materials from property, or (2) material and/or 
property that consists of asbestos‑containing material at permanent or temporary closure or shutdown of associated property, 
plant, and equipment. Western has estimated cleanup costs based on an inventory of assets and estimated cleanup costs 
per square foot, consistent with cost factors prescribed by DOE. The estimated liability for asbestos‑related cleanup costs was 
approximately $13.0 million as of September 30, 2013. The asbestos‑related cleanup costs are deferred as a regulatory asset until 
actual cleanup expenditures are incurred (note 1(p)). It is reasonably possible that a change in estimate will occur.

(11) Commitments and Contingencies

(a) General
The System is involved in various claims, suits and complaints routine to the nature of their business as of September 30, 
2013. Liabilities for these claims, as reported in the combined financial statements, are based on reported pending claims, or 
estimates of claims incurred but not yet reported. It is System management’s opinion that the ultimate disposition of these 
claims will not have a material adverse effect on the combined financial statements. In some cases, a portion of any loss 
that may occur may be paid from the U.S. Treasury’s Judgment Fund (Judgment Fund). The Judgment Fund is a permanent, 
indefinite appropriation available to pay judgments against the government. Power‑related claims related to the generating 
agencies, whose ultimate disposition will be paid by the Judgment Fund and are not subject to reimbursement from power 
revenues, are excluded from the combined financial statements and related footnote disclosures.

As of September 30, 2013 and 2012, the System has accrued contingent liabilities of $9.4 million and $0, respectively, where 
losses are determined to be probable and the amounts can be estimated. It is reasonably possible that a change in estimate 
will occur. However, any associated losses are expected to be paid by the Judgment Fund.

(b) Irrigation Assistance
Federal statute requires that certain individual power systems repay the U.S. Treasury the portion of Reclamation’s project 
capital costs allocated to irrigation purposes determined by the Secretary of the Interior to be beyond the ability of the irrigation 
customers to repay. As a result, the System has included these capital costs in each respective power system’s power repayment 
study. The System intends to collect the necessary revenue from power customers in accordance with the required repayment 
periods based on legislation, which generally does not exceed a maximum period of 50 years. These repayment amounts do 
not incur or accumulate interest from the date that Reclamation determines the irrigators’ inability to pay. Although these 
repayments will be recovered through power sales, they do not represent an operating cost of the individual power systems and 
are treated as distributions from accumulated net revenues (deficit) in the combined statements of changes in capitalization 
at the time of repayment. Legislation provisions require that other costs have priority for recovery through power rates 
before irrigation capital costs including, but not limited to, higher interest investments and operation and maintenance and 
purchased power expenses. Anticipated irrigation assistance payments are not recorded as a liability on the combined balance 
sheets because of the following factors: (1) the System’s ability to make anticipated payments is contingent on future rates 
and revenues, which are driven by highly variable factors such as water levels and the generating agencies’ ability to produce 
hydroelectric power and (2) the System is capable of deferring the period of repayment to unspecified periods in the future.

Power repayment studies are one year in arrears. As of September 30, 2013, anticipated irrigation assistance totaled 
approximately $1.9 billion, which may be repaid from future power revenues. The 2013 power repayment studies have not 
been completed as of the date of this report. Irrigation assistance payments in 2013 and 2012 totaled $69.9 million and $8.2 
million, respectively.

Anticipated irrigation assistance payments are as follows (in thousands):
Year ending September 30: Amount

2014 $10,053
2015 32,507
2016 15,465
2017 9,839
2018 8,524
2019 and thereafter 1,810,063
Total anticipated irrigation assistance payments $1,886,451
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(c) Power Contract Commitments
Western has entered into various agreements for power and transmission purchases that vary in length but generally do not 
exceed 20 years. The current period purchased power and purchased transmission costs are included in the combined statements 
of revenues and expenses. The System’s long‑term commitments for these power and transmission contracts, subject to the 
availability of Federal funds and contingent upon annual appropriations from Congress, are as follows (in thousands):

Year ending September 30: Purchased power Purchased transmission Total
2014 $56,207 13,005 $69,212
2015 43,667 13,005 56,672
2016 32,019 12,730 44,749
2017 13,404 12,730 26,134
2018 2,247 12,575 14,822
2019 and thereafter — 155,638 155,638
Total $147,544 219,683 $367,227

In addition to these contracts, Western maintains other long‑term contracts which provide the ability to purchase unspecified 
quantities of transmission services within a contractually determined range and rate. To fulfill its contractual obligations to 
deliver power, the System has historically had to purchase a certain level of transmission services under these agreements.

(d) Construction in Abeyance
Construction in abeyance refers to long‑term construction projects that have been suspended for a period of time due to 
legal, political or other reasons. There are several Reclamation construction projects that were placed in abeyance in the 
past. The Auburn dam, power plant and reservoir project was placed in abeyance due to a risk of major damage to the 
dam as a result of an earthquake in 1975. Although Reclamation has allocated a portion of the initial construction costs to 
hydroelectric power, these costs continue to be excluded from the System’s rate‑making processes until a final determination 
is made by Congress as to whether the project will be revised or deauthorized. As of September 30, 2013, power repayment 
is considered remote, and therefore, construction costs of $46.3 million, including AFUDC, are not included in the combined 
financial statements. If the project is ultimately completed, there is a possibility that the associated costs may be repaid 
through future hydroelectric power rates.

(12) Adjustments to Accumulated Depreciation
Reclamation calculates depreciation expense utilizing the composite method, typically at the project level. Depreciation expense 
and related accumulated depreciation is then allocated to the hydroelectric power generating function. During the year ended 
September 30, 2013, Reclamation identified errors relating to an understatement of accumulated depreciation allocated to the 
hydroelectric power generating function. The System recognized the cumulative effect of the errors on periods prior to those that 
are presented herein by increasing accumulated depreciation and accumulated net deficit by approximately $303.97 million as of 
October 1, 2011.

The following table presents the effects of the immaterial errors that were corrected on the combined balance sheet as of 
September 30, 2012 (in thousands):

As of September 30, 2012
As previously reported Adjustments As adjusted

Balance sheet:
Accumulated depreciation $(3,394,775) (303,966) $(3,698,741)
Net completed plant 3,522,669 (303,966) 3,218,703
Total assets 5,688,860 (303,966) 5,384,894
Accumulated net deficit 8,549 303,966 312,515
Total capitalization (5,060,646) 303,966 (4,756,680)
Total liabilities and capitalization $(5,688,860) 303,966 $(5,384,894)

Impacted financial statement line items appearing in the combined statements of changes in capitalization have also been 
revised accordingly. Net revenues and cash flows from operating, investing and financing activities for the above period were not 
impacted by the immaterial correction of errors.

(13) Subsequent Events
Western has evaluated subsequent events through the date the combined financial statements were available to be issued as of 
October 31, 2014 and identified no subsequent events, except as follows.

In October 2014, as a result of discussions with OMB and the U.S. Treasury, DOE signed a memorandum of understanding with DOI 
transferring program management responsibility of Treasury Account Symbol 5000.27 within the Reclamation Fund to DOE on 
September 30, 2014. In conjunction with this transfer, Western will record approximately $997.9 million in cash, $2,955.1 million 
in other assets (which will eliminate upon consolidation within Western), and $3,953.0 million in accumulated net revenues as of 
September 30, 2014.
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Combining Schedules of Balance Sheet Data                              SCHEDULE 1
September 30, 2013 (In thousands)

Hydroelectric power 
systems

Transmission 
infrastructure 

program Other activities Total
Assets
Completed utility plant $7,058,647 — 77,948 7,136,595
Accumulated depreciation (3,802,535) — (11,053) (3,813,588) 
Net completed plant 3,256,112 — 66,895 3,323,007
Construction work in progress 342,496 48,848 4,201 395,545
Net utility plant 3,598,608 48,848 71,096 3,718,552
Cash 1,198,477 11,681 140,130 1,350,288
Accounts receivable, net 155,286 178 13,470 168,934
Regulatory assets 134,294 — 292 134,586
Other assets 98,248 — 2,095 100,343
Total assets $5,184,913 60,707 227,083 5,472,703
Total Liabilities and Capitalization
Liabilities:
Long-term liabilities $110,329 57,773 — 168,102
Customer advances and other liabilities 139,887 672 110,759 251,318
Accounts payable 74,391 13,805  4,147 92,343
Environmental cleanup liabilities 12,970 — 3,179 16,149
Total liabilities 337,577 72,250 118,085 527,912
Capitalization:
Payable to U.S. Treasury 5,091,597 — 7,704 5,099,301
Accumulated net (deficit) revenues (244,261) (11,543) 101,294 (154,510) 
Total capitalization 4,847,336 (11,543) 108,998 4,944,791
Total liabilities and capitalization $5,184,913 60,707 227,083 5,472,703
See accompanying independent auditors’ report.

Combining Schedules of Balance Sheet Data                              SCHEDULE 1
September 30, 2012 (In thousands)

Hydroelectric power 
systems

Transmission 
infrastructure 

program Other activities Total
Assets
Completed utility plant $6,855,480 — 61,964 6,917,444
Accumulated depreciation (3,691,957) — (6,784) (3,698,741) 
Net completed plant 3,163,523 — 55,180 3,218,703
Construction work in progress 359,587 18,647 19,335 397,569
Net utility plant 3,523,110 18,647 74,515 3,616,272
Cash 1,098,748 173,853 136,835 1,409,436
Accounts receivable, net 161,350 12 7,771 169,133
Regulatory assets 102,216 — — 102,216
Other assets 84,857 — 2,980 87,837
Total assets $4,970,281 192,512 222,101 5,384,894
Total Liabilities and Capitalization
Liabilities:
Long-term liabilities $125,109 191,170 — 316,279
Customer advances and other liabilities 129,976 539 87,509 218,024
Accounts payable 77,595 7,194 5,382 90,171
Environmental cleanup liabilities — — 3,740 3,740
Total liabilities 332,680 198,903 96,631 628,214
Capitalization:
Payable to U.S. Treasury 5,063,583 — 5,612 5,069,195
Accumulated net (deficit) revenues (425,982) (6,391) 119,858 (312,515) 
Total capitalization 4,637,601 (6,391) 125,470 4,756,680
Total liabilities and capitalization $4,970,281 192,512 222,101 5,384,894
See accompanying independent auditors’ report.
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Combining Schedules of Revenues and Expenses Data        SCHEDULE 2
Year ended September 30, 2013 (In thousands)

Hydroelectric power 
systems

Transmission 
infrastructure 

program Other activities Total
Operating revenues:
Sales of electric power $878,482 — 38,194 916,676
Transmission and other operating revenues 324,539 2,069 71,984 398,592
Total operating revenues 1,203,021 2,069 110,178 1,315,268
Operating expenses:
Operation and maintenance 441,100 5,978 74,982 522,060
Purchased power 229,362 — 45,327 274,689
Purchased transmission services 71,527 — 354 71,881
Depreciation 136,329 — 4,429 140,758
Administration and general 52,181 1,218 5,845 59,244
Total operating expenses 930,499 7,196 130,937 1,068,632
Net operating revenues (expenses) 272,522 (5,127) (20,759) 246,636
Interest expenses:
Interest on payable to U.S. Treasury 45,891 — 8 45,899
Allowance for funds used during construction (20,710) — — (20,710) 
Net interest on payable to U.S. Treasury 25,181 — 8 25,189
Interest on long-term liabilities 7,996 126 — 8,122
Net interest expense 33,177 126 8 33,311
Net revenues (deficit) $239,345 (5,253) (20,767)   213,325
See accompanying independent auditors’ report.

Combining Schedules of Revenues and Expenses Data        SCHEDULE 2
Year ended September 30, 2012 (In thousands)

Hydroelectric power 
systems

Transmission 
infrastructure 

program Other activities Total
Operating revenues:
Sales of electric power $872,492 — 53,385 925,877
Transmission and other operating revenues 308,494 5,755 54,677 368,926
Total operating revenues 1,180,986 5,755 108,062 1,294,803
Operating expenses:
Operation and maintenance 468,644 16,541 54,418 539,603
Purchased power 157,148 — 53,472 210,620
Purchased transmission services 66,029 — 1,749 67,778
Depreciation 130,406 — 2,310 132,716
Administration and general 51,963 340 5,315 57,618
Total operating expenses 874,190 16,881 117,264 1,008,335
Net operating revenues (expenses) 306,796 (11,126) (9,202) 286,468
Interest expenses:
Interest on payable to U.S. Treasury 206,188 — 188 206,376
Allowance for funds used during construction (14,199) — — (14,199) 
Net interest on payable to U.S. Treasury 191,989  — 188 192,177
Interest on long-term liabilities 8,384 139 — 8,523
Net interest expense 200,373 139  188 200,700
Net revenues (deficit) $106,423 (11,265) (9,390) 85,768
See accompanying independent auditors’ report.
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