FY 2007 U. S. Department of Justice Annual Financial Statements

Notes to the Financial Statements
(Dollars in Thousands, Except as Noted)

Note 8. Forfeited and Seized Property (continued)

For the Fiscal Year Ended September 30, 2007

Forfeited Liens Ending

Property Beginning  Adjust- Ending and Balance,

Category Balance ments  Forfeitures Disposals Balance  Claims Net of Liens
Financial Number 509 24 285 757 61 - 61

Instruments Value $ 11,346 $ (241) $360,436 $369,418 $ 2,123 $ 14 $ 2109

Real Number 340 2 405 336 411 - 411
Property Value $ 86527 $ (212) $ 85988 $ 81,594 $ 90,709 $ 3,327 $ 87,382
Personal Number 3,013 27 5,027 5,097 2,970 - 2,970
Property Value $ 37,960 $ 312 $ 58235 $ 60,906 $ 35601 $ 713 $ 34,888
Non-Valued Number 39,777 (3,848) 22,140 19,856 38,213 - 38,213
Total Number 43,639 (3,795) 27,857 26,046 41,655 - 41,655

Value $135,833 $ (141) $504,659 $511,918 $128,433 $ 4,054 $ 124,379

For the Fiscal Year Ended September 30, 2006

Forfeited Liens Ending

Property Beginning  Adjust- Ending and Balance,

Category Balance ments  Forfeitures Disposals Balance  Claims Net of Liens
Financial Number 211 22 576 300 509 - 509

Instruments Value $ 2395 $ 387 $ 45966 $ 37,402 11,346 $ 12 $ 11,334

Real Number 329 5 399 393 340 - 340
Property Value $ 58,615 $ 42 $110,538 $ 82,668 86,527 $ 1,662 $ 84,865
Personal Number 2,902 (491) 5,017 4,415 3,013 - 3,013
Property Value $ 31,962 $ (2,280) $ 65,459 $ 57,181 37960 $ 1,750 $ 36,210
Non-Valued Number 26,288 (3,028) 31,778 15,261 39,777 - 39,777
Total Number 29,730 (3,492) 37,770 20,369 43,639 - 43,639

Value $ 92,972 $ (1,851) $221,963 $177,251 $135833 $ 3,424 $ 132,409

These notes are an integral part of the financial statements.
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Note 8. Forfeited and Seized Property (continued)
Method of Disposition of Forfeited Property:

During FYs 2007 and 2006, $482,158 and $106,914 of forfeited property were sold, $22 and $1,230 were
destroyed or donated, $13,666 and $33,431 were returned to owners, and $16,072 and $35,676 were disposed
of by other means, respectively. Other means of distribution include property transferred to other federal
agencies for official use or equitable sharing, property distributed to a state or local agency, or property that is
destroyed.

Analysis of Change in Seized Property:

Property seized for any purpose other than forfeiture and held by the seizing agency or a custodial agency
should be disclosed by the seizing agency. All property seized for forfeiture, including property with
evidentiary value, will be reported by the AFF/SADF. The Department has established a reporting threshold
of $1,000 or more for Personal Property seized for evidentiary purposes.

A seizure is the act of taking possession of goods in consequence of a violation of public law. Seized property
consists of seized cash, monetary instruments, real property and tangible personal property in the actual or
constructive possession of the seizing and the custodial agencies. The Department, until judicially or
administratively forfeited, does not legally own such property. Seized evidence includes cash, financial
instruments, non-monetary valuables, firearms, explosives, tobacco, alcohol, and illegal drugs. The
AFF/SADF reports property seized for forfeiture and the FBI, DEA, and ATF report property seized for
evidence.

Pursuant to Federal Financial Accounting and Auditing Technical Release 4, “Reporting on Non-Valued
Seized and Forfeited Property,” the value of seized property with no legal market in the United States (e.qg.,
explosives, chemicals, drug paraphernalia, gambling devices, etc.) is not included in the net seized property
value, although the item count of non-valued items is disclosed. The gross value of seized property, less
estimated liens, equals the net seized property value.

These notes are an integral part of the financial statements.

111-52
Department of Justice e FY 2007 Performance and Accountability Report



FY 2007 U. S. Department of Justice Annual Financial Statements

Notes to the Financial Statements
(Dollars in Thousands, Except as Noted)

Note 8. Forfeited and Seized Property (continued)

The adjustments for FYs 2007 and 2006 include property status and valuation changes received after, but
properly credited to FY's 2006 and 2005, respectively. The valuation changes include updates and corrections
to an asset’s value recorded in a prior year.

For the Fiscal Year Ended September 30, 2007

Liens Ending
Seized Property Beginning  Adjust- Ending and Balance,
Category Balance ments Seizures Disposals Balance Claims Net of Liens
Seized for Forfeiture
Seized Cash Value $ 797,201 $ 1,305 $1,474,190 $ 1,006,788 $1,265908 $73,882 $ 1,192,026
Deposited and
Seized Monetary
Instruments
Financial Number 258 - 150 104 304 - 304
Instruments Value $ 40881 $ - $ 430,791 $ 356,426 $ 115246 $ 3 % 115,243
Real Number 302 3 145 247 203 - 203
Property Value $ 90,329 $ (7,218) $ 59,602 $ 65671 $ 77,042 $17387 $ 59,655
Personal Number 5,875 (91) 7,445 6,655 6,574 - 6,574
Property Value $ 105277 $ 100 $ 149,790 $ 91543 $ 163,624 $16,285 $ 147,339
Non-Valued Number 47,388 638 28,268 17,304 58,990 - 58,990
Seized for Evidence
Seized Monetary Value $ 33634 $ (4339 $ 27608 $ 23598 $ 33,305 $ - $ 33,305
Instruments
Personal Number 55,486 41 19,544 16,878 58,193 - 58,193
Property Value $ 33835 $(20,691) $ 23545 $ 10,655 $ 26,034 $ - $ 26,034

These notes are an integral part of the financial statements.
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Note 8. Forfeited and Seized Property (continued)

For the Fiscal Year Ended September 30, 2006

Liens Ending
Seized Property Beginning  Adjust- Ending and Balance,
Category Balance ments Seizures Disposals Balance Claims Net of Liens
Seized for Forfeiture
Seized Cash Value $ 711,192 $ 1336 $ 726,866 $ 642,193 $ 797,201 $48,890 $ 748,311
Deposited and
Seized Monetary
Instruments
Financial Number 234 43) 170 103 258 - 258
Instruments Value $ 24459 $ (2977) $ 22285 $ 2,886 $ 40881 $ 2,007 $ 38,874
Real Number 294 4 347 343 302 - 302
Property Value $ 81211 $ 225 $ 107623 $ 98730 $ 90,329 $21382 $ 68,947
Personal Number 6,144 (314) 6,300 6,255 5,875 - 5,875
Property Value $ 123419 $ (5,532) $ 86,804 $ 99,414 $ 105277 $12,751 $ 92,526
Non-Valued Number 48,702 1,690 30,458 33,462 47,388 - 47,388
Seized for Evidence
Seized Monetary Value $ 49,024 $(20,263) $ 35715 $ 30842 $ 33634 $ - $ 33,634
Instruments
Personal Number 122,154 (457,052) 396,773 6,389 55,486 - 55,486
Property Value $ 25252 $ 18308 $ 12491 $ 22216 $ 33835 $ - $ 33,835

Method of Disposition of Seized Property:

During FYs 2007 and 2006, $1,424,097 and $764,526 of seized property were forfeited, $108,312 and
$99,494 were returned to parties with a bonafide interest, and $22,272 and $32,261 were disposed of by other
means, respectively. Other means of disposition include seized property that is sold, converted to cash, or
destroyed.

These notes are an integral part of the financial statements.
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Note 8. Forfeited and Seized Property (continued)
Analysis of Drug Evidence:

The DEA, FBI, and ATF have custody of illegal drugs taken as evidence for legal proceedings. In accordance
with Federal Financial Accounting and Auditing Technical Release No. 4, “Reporting on Non-Valued Seized
and Forfeited Property,” the Department reports the total amount of seized drugs by quantity only, as illegal
drugs have no value and are destroyed upon resolution of legal proceedings.

Analyzed drug evidence represents actual laboratory tested classification and weight in kilograms (KG). Since
enforcing the controlled substances laws and regulations of the United States is a primary mission of the DEA,
the DEA reports all analyzed drug evidence regardless of seizure weight. However, the enforcement of these
laws and regulations is incidental to the missions of the FBI and ATF and therefore they only report those
individual seizures exceeding 1 kilogram in weight. The following table represents analyzed drug evidence
activity:

For the Fiscal Year Ended September 30, 2007
Analyzed Beginning Ending

Drug Evidence Balance Adjustments  Analyzed Disposed Balance
(Amounts in KG)

Cocaine 469,236 (2,327) 110,465 106,795 470,579
Heroin 3,232 40 678 605 3,345
Marijuana 21,390 757 6,200 5,897 22,450
Methamphetamine 8,500 (1,479) 1,711 1,733 6,999
Other 52,273 189 8,783 10,363 50,882

Total 554,631 (2,820) 127,837 125,393 554,255

For the Fiscal Year Ended September 30, 2006

Analyzed Beginning Ending
Drug Evidence Balance Adjustments  Analyzed Disposed Balance
(Amounts in KG)

Cocaine 451,406 (5,404) 97,482 74,248 469,236
Heroin 3,667 (630) 940 745 3,232
Marijuana 27,256 (7,058) 6,282 5,090 21,390
Methamphetamine 9,451 (254) 1,693 2,390 8,500
Other 50,478 (7,101) 17,028 8,132 52,273

Total 542,258 (20,447) 123,425 90,605 554,631

These notes are an integral part of the financial statements.
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Note 20. Imputed Financing from Costs Absorbed by Others (continued)

Imputed Intra-Departmental Financing Sources as defined in SFFAS No. 4, “Managerial Cost Accounting
Standards and Concepts,” are the unreimbursed portion of the full costs of goods and services received by a
Department component from a providing entity that is part of the Department. Recognition is required for
those transactions determined to be material to the receiving entity. The determination of whether the cost is
material requires considerable judgment based on the specific facts and circumstances of each type of good or
service provided. SFFAS No. 4 also states that costs for broad and general support need not be recognized by
the receiving entity, unless such services form a vital and integral part of the operations or output of the
receiving entity. Cost are considered broad and general if they are provided to many, if not all, reporting
components and not specifically related to the receiving entity’s output. The FPI imputed $24,957 and
$25,823 for FYs 2007 and 2006, respectively of unreimbursed costs for BOP warehouse space used in the
production of goods by the FPI and for managerial and operational services BOP provided to FPI. These
imputed costs have been eliminated from the consolidated financial statements.

Note 21. Information Related to the Statement of Budgetary Resources

Apportionment Categories of Obligations Incurred:

Total
Direct Reimbursable Obligations
Obligations Obligations Incurred
For the Fiscal Year Ended September 30, 2007
Obligations Apportioned Under
Category A $ 24,561,787 $ 5,222,760 $ 29,784,547
Category B 2,088,064 18,778 2,106,842
Exempt from Apportionment - 939,192 939,192
Total $ 26,649,851 $ 6,180,730 $ 32,830,581
For the Fiscal Year Ended September 30, 2006
Obligations Apportioned Under
Category A $ 23,051,699 $ 5,177,899 $ 28,229,598
Category B 1,517,149 27,679 1,544,828
Exempt from Apportionment - 850,798 850,798
Total $ 24,568,848 $ 6,056,376 $ 30,625,224

Per OMB Circular A-11, Category A obligations represent resources apportioned for calendar quarters.
Category B obligations represent resources apportioned for other time periods; for activities, projects, and
objectives or for a combination thereof.

These notes are an integral part of the financial statements.
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Note 21. Information Related to the Statement of Budgetary Resources (continued)

Status of Undelivered Orders:

Undelivered Orders (UDO) represents the amount of goods and/or services ordered, which have not been
actually or constructively received. This amount includes any orders which may have been prepaid or
advanced but for which delivery or performance has not yet occurred.

As of September 30, 2007 and 2006

2007 2006
UDO Obligations Unpaid $ 8,683,395 $ 8,235,804
UDO Obligations Prepaid/Advanced 1,359,815 1,442,273
Total UDO $ 10,043,210 $ 9,678,077

Permanent Indefinite Appropriations:

A permanent indefinite appropriation is open-ended as to both its period of availability (amount of time the
agency has to spend the funds) and its amount. Following are the Department’s permanent indefinite
appropriations.

= 28 U.S.C. §524(c)(4) authorized the Attorney General to retain AFF receipts to pay operations
expenses, equitable sharing to state and local law enforcement agencies who assist in forfeiture cases,
and lien holders.

= On October 5, 1990, Congress passed the Radiation Exposure Compensation Act ("RECA" or "the
Act"), 42 U.S.C. § 2210 note, providing for compassionate payments to individuals who contracted
certain cancers and other serious diseases as a result of their exposure to radiation released during
above-ground nuclear weapons tests or as a result of their exposure to radiation during employment in
underground uranium mines. Implementing regulations were issued by the Department of Justice and
published in the Federal Register on April 10, 1992. These regulations established procedures to
resolve claims in a reliable, objective, and non-adversarial manner, with little administrative cost to the
United States or to the person filing the claim. Revisions to the regulations, published in the Federal
Register on March 22, 1999, served to greater assist claimants in establishing entitlement to an award.
On July 10, 2000, P.L. 106-245, the Radiation Exposure Compensation Act Amendments of 2000
("the 2000 Amendments™) were passed. On November 2, 2002, the President signed the "21st Century
Department of Justice Appropriation Authorization Act" (P.L. 107-273). Contained in the law were
several provisions relating to RECA. While most of these amendments were "technical™ in nature,
some affected eligibility criteria and revised claims adjudication procedures. The Consolidated
Appropriations Act, 2005 provides a permanent indefinite appropriation for the OBDs’ Radiation
Exposure Compensation Act program beginning FY 2006.

These notes are an integral part of the financial statements.
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Note 21. Information Related to the Statement of Budgetary Resources (continued)
Permanent Indefinite Appropriations (continued):

= Congress established the Federal Prison Commissary Fund (Trust Fund) in 1932 to allow inmates a
means to purchase additional products and services above the necessities provided by appropriated
federal funds. The BOP Trust Fund is now a self-sustaining revolving account that is funded through
the sales of goods and services, rather than annual or no-year appropriations.

Legal Arrangements Affecting Use of Unobligated Balances:

Unobligated balances represent the cumulative amount of budget authority that is not obligated and that
remains available for obligation under law, unless otherwise restricted. The use of unobligated balances is
restricted based on annual legislation requirements and other enabling authorities. Funds are appropriated on
an annual, multi-year, and no-year basis. Appropriated funds shall expire on the last day of availability and
are no longer available for new obligations. Unobligated balances in unexpired fund symbols are available in
the next fiscal year for new obligations unless some restrictions had been placed on those funds by law.
Amounts in expired fund symbols are unavailable for new obligations, but may be used to adjust previously
established obligations.

These notes are an integral part of the financial statements.
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Note 21. Information Related to the Statement of Budgetary Resources (continued)
Statement of Budgetary Resources vs Budget of the United States Government:

The reconciliation as of September 30, 2006 is presented below. The reconciliation as of September 30, 2007
IS not presented, because the submission of the Budget of the United States (Budget) for FY 2009, which
presents the execution of the FY 2007 budget, occurs after publication of these financial statements. The
Department of Justice Budget Appendix can be found on the OMB website
(http://www.whitehouse.gov/omb/budget) and will be available in early February 2008.

For the Fiscal Year Ended September 30, 2006

(Dollars in millions) Distributed
Budgetary Obligations Offsetting Net
Resources Incurred Receipts Qutlays
Statement of Budgetary Resources (SBR) $ 33,903 $ 30,625 $ 786 $ 23,664
Funds not Reported in the Budget
Expired Funds: OBDs, USMS, DEA, FBI, ATF & BOP (490) (185) - -
AFF/SADF Forfeiture Activity (51) (32) - 32
USMS Court Security Funds (304) (300) - (289)
Distributed Offsetting Receipts - - (355) 356
OBDs FACTS Il Adjustments (29) (18) - -
OBD Legal Activities - Prior Year Timing Differences - - - 27)
Other 2 14 4) 1
Budget of the United States $ 33,031 $ 30,104 $ 427 $ 23,737

Other differences represent financial statement adjustments, timing differences and other immaterial
differences between amounts reported in the Department SBR and the Budget of the United States.

In addition to the reconciliation above, a reconciliation with the SF-133, “Report on Budget Execution and
Budgetary Resources,” was also performed and confirmed that differences between the Statement of
Budgetary Resources and the SF-133 are also the result of the adjustments identified above.

These notes are an integral part of the financial statements.
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Note 22. Explanation of Differences Between Liabilities not Covered by Budgetary Resources and
Components of Net Cost of Operations Requiring or Generating Resources in Future Periods

Liabilities that are not covered by realized budgetary resources and for which there is not certainty that
budgetary authority will be realized, such as the enactment of an appropriation, are considered liabilities not
covered by budgetary resources. These liabilities totaling $2,566,502 and $2,442,058 on September 30, 2007
and 2006, respectively, are discussed in Note 11, “Liabilities not Covered by Budgetary Resources.”
Decreases in these liabilities result from current year budgetary resources that were used to fund expenses
recognized in prior periods. Increases in these liabilities represent unfunded expenses that were recognized in
the current period. These increases along with the change in the portion of exchange revenue receivables from
the public, which are not considered budgetary resources until collected, represent components of current
period net cost of operations that will require or generate budgetary resources in future periods. The changes
in liabilities not covered by budgetary resources and receivables generating resources in future periods are
comprised of the following:

2007 2006
Resources that Fund Expenses Recognized in Prior Periods

Decrease in Accrued Annual and Compensatory Leave Liabilities $ - $ (16,253)

Other
Decrease in Actuarial FECA Liabilities (959) (486)
Decrease in Accrued FECA Liabilities (363) (87)
Decrease in Contingent Liabilities (108,726) (73,646)
Decrease in Capital Lease Liabilities (6,001) (5,562)
Decrease in RECA Liabilities - (71,309)
Decrease in Other Unfunded Employment Related Liabilities (42) (825)
Decrease in Other Liabilities - (38)
Total Other (116,091) (151,953)
Total Resources that Fund Expenses Recognized in Prior Periods $ (116,091) $ (168,206)

Components of Net Cost of Operations Requiring or Generating Resources in Future Periods

Increase in Accrued Annual and Compensatory Leave Liabilities $ 30,712 $ 17,167
Increase in Environmental and Disposal Liabilities 22,112 -
(Increase)/Decrease in Exchange Revenue Receivable from the Public 1,866 19,450
(Increase)/Decrease in Nonexchange Receivables from the Public (74) 8
Other
Increase in Actuarial FECA Liabilities 55,877 65,712
Increase in Accrued FECA Liabilities 16,393 17,254
Increase in Deferred Revenue 40,671 13,237
Increase in Contingent Liabilities 89,196 996
Increase in Capital Lease Liabilities - 1,012
Increase in RECA Liabilities 842 -
Increase in Other Unfunded Employee Related Liabilities 220 1,431
Increase in Other Liabilities 172 137
Total Other 203,371 99,779
Total Components of Net Cost of Operations Requiring or
Generating Resources in Future Periods $ 257,987 $ 136,404

These notes are an integral part of the financial statements.
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Note 23. Allocation Transfers of Appropriation

During FYs 2007 the Department transferred $17,000 from the Crime Victims Fund to the Department of
Health and Human Services (HHS). The same amount was transferred in FY 2006. This transfer is required
by law and is used for child abuse prevention and treatment grants. Amounts made available by section
810601(d)(2) of this title, for the purposes of this section, shall be obligated and expended by the Secretary of
HHS for grants under section 85106c¢ of this title.

The Department also allocated funds from BOP to the Public Health Service (PHS). PHS provides a portion
of medical treatment for federal inmates. The money is designated and expended for current year obligation of
PHS staff salaries, benefits, and applicable relocation expenses. The amounts transferred to PHS from BOP
totaled $68,000 and $66,000 for the fiscal years ended September 30, 2007 and 2006, respectively, and the
related activity is included as part of the these financial statements.

The USMS receives allocation transfers of appropriation from the Administrative Office of U.S. Courts
(AOUSC). However, the AOUSC is not an Executive Branch entity and is not required to report annual
financial statements. The USMS is the child in the allocation transfer, but per OMB guidance, all activity
relative to these allocation transfers is reported in the USMS financial statements. The allocation transfers are
used for costs associated with protective guard services - Court Security Officers (CSOs) at United States
courthouses and other facilities housing federal court operations. These costs include their salaries (paid
through contracts), equipment, and supplies. This transfer is performed on an annual basis.

Note 24. Net Custodial Revenue Activity

Custodial revenue activity represents those collections of non-exchange revenue on behalf of other recipient
entities. These collections are not recorded as revenue by the Department but as activity on the Statement of
Custodial Activity. The custodial liabilities presented on the Consolidated Balance Sheet and Note 16
represent funds held by the Department that have yet to be disbursed to the appropriate federal agency or
individual.

The OBDs collects funds on behalf of federal agencies and other aggrieved parties through the financial
litigation activities of the Department. Currently, the primary sources of collections are civil litigated matters
(i.e., student loan defaults, health care fraud, etc.).

The Debt Accounting Operations Group (DAOG) also processes certain payments on criminal debts as
accommodations for the BOP and the Clerks of the U.S. District Courts. The BOP aggregates inmate criminal
debt payments by correction facility, and the DAOG re-sorts the payments by judicial district and disburses
these payments to the respective Clerks of the U.S. District Court. The DAOG also accepts wire transfers or
other payments on a criminal debt if a Clerk of the U.S. District Court is unable or unwilling to do so.

These notes are an integral part of the financial statements.
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Note 24. Net Custodial Revenue Activity (continued)

The OBDs collect civil fines, penalties, and restitution payments that are incidental to its mission. By court
order, the OBDs were given the investment authority and the settlement funds collected must be invested. The
OBD:s invest these funds with the U.S. Department of Treasury, Bureau of the Public Debt. As of

September 30, 2007 and 2006, the custodial assets and liabilities recorded by the OBDs on the balance sheet
are $1,017,222 and $337,623, respectively. The OBDs custodial collections totaled $3,075,294 and
$4,088,130 for the fiscal years ended September 30, 2007 and 2006.

DEA'’s collections include $15 million of the total fees collected in excess of the cost of operation the
Diversion Control Program and civil monetary penalties related to violations of the Controlled Substances Act
that were incidental to DEA’s mission. Since DEA has no statutory authority to use these excess funds, DEA
transmits them to the U.S. Treasury’s General Fund.

As an agent of the federal government and as authorized by 26 U.S.C. § 6301, ATF collects fees from firearms
and explosives industries, as well as import, permit and license fees. In addition, Special Occupational Taxes
are collected from certain firearms businesses. As ATF is unable to use these collections in its operations,
ATF also has the authority to transfer these collections to the Treasury General Fund.

These notes are an integral part of the financial statements.
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Note 25. OMB Circular A-136 Consolidated Balance Sheet Presentation
U.S. Department of Justice
Consolidated Balance Sheets
As of September 30, 2007 and 2006

Dollars in Thousands 2007 2006
ASSETS
Intragovernmental
Fund Balance with U.S. Treasury $ 16,515,163 $ 14,987,451
Investments, Net 3,190,827 2,082,266
Accounts Receivable, Net 337,071 376,360
Other Assets 146,157 115,153
Total Intragovernmental 20,189,218 17,561,230
Cash and Other Monetary Assets 130,312 109,676
Accounts Receivable, Net 86,443 93,837
Inventory and Related Property, Net 210,766 216,377
General Property, Plant and Equipment, Net 8,234,077 8,167,650
Other Assets 606,440 698,419
Total Assets $ 29,457,256 $ 26,847,189
LIABILITIES
Intragovernmental
Accounts Payable $ 299,886 $ 271,000
Debt 20,000 20,000
Other Liabilities 1,654,578 1,346,461
Total Intragovernmental 1,974,464 1,637,461
Accounts Payable 2,776,264 2,344,943
Contingent Liabilities 190,090 209,620
Other Liabilities 4,186,727 3,494,888
Total Liabilities 3 9,149,657 $ 7,686,912
NET POSITION
Unexpended Appropriations - Earmarked Funds $ 21,938 $ 60,071
Unexpended Appropriations - Other Funds 9,714,869 9,079,538
Cumulative Results of Operations - Earmarked Funds 3,619,453 3,157,735
Cumulative Results of Operations - Other Funds 6,951,339 6,862,933
Total Net Position $ 20,307,599 $ 19,160,277
Total Liabilities and Net Position $ 29,457,256 $ 26,847,189

These notes are an integral part of the financial statements.
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Note 26. Reconciliation of Net Cost of Operations (proprietary) to Budget (formerly the Statement of
Financing)

The Department changed its method of reporting the reconciliation of the Net Cost of Operations to
budgetary resources during FY 2007. Effective FY 2007 and in accordance with OMB Circular
A-136, the Statement of Financing is no longer considered a basic statement. In previous years, this
reconciliation was accomplished by presenting the Statement of Financing as a basic financial
statement.

For the Fiscal Years Ended September 30, 2007 and 2006

2007 2006
Resources Used to Finance Activities
Budgetary Resources Obligated
Obligations Incurred $ 32,830,581 $ 30,625,224
Less: Spending Authority from Offsetting Collections and Recoveries 7,151,308 6,654,337
Obligations Net of Offsetting Collections and Recoveries 25,679,273 23,970,887
Less: Offsetting Receipts 1,269,818 786,338
Net Obligations 24,409,455 23,184,549
Other Resources
Donations and Forfeitures of Property 107,049 116,189
Transfers-In/Out Without Reimbursement (13,737) (35,871)
Imputed Financing from Costs Absorbed by Others (Note 20) 756,548 650,258
Other - -
Net Other Resources Used to Finance Activities 849,860 730,576
Total Resources Used to Finance Activities 25,259,315 23,915,125
Resources Used to Finance Items not Part of the Net Cost of
Operations
Change in Budgetary Resources Obligated for Goods, Services
and Benefits Ordered but not Yet Provided (197,279) 795,596
Resources That Fund Expenses Recognized in Prior Periods (Note 22) (116,091) (168,206)
Budgetary Offsetting Collections and Receipts That do not
Affect Net Cost of Operations 760,155 306,577
Resources That Finance the Acquisition of Assets (712,153) (812,749)
Other Resources or Adjustments to Net Obligated Resources
That do not Affect Net Cost of Operations 9,652 9,318
Total Resources Used to Finance Items not Part of the Net Cost
of Operations (255,716) 130,536
Total Resources Used to Finance the Net Cost of Operations $ 25,003,599 $ 24,045,661
These notes are an integral part of the financial statements.
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Note 26. Reconciliation of Net Cost of Operations (proprietary) to Budget (formerly the Statement of
Financing) (continued)

For the Fiscal Years Ended September 30, 2007 and 2006 2007 2006

Components of Net Cost of Operations That Will not Require
or Generate Resources in the Current Period

Components Requiring or Generating Resources in Future Periods

Increase in Annual and Compensatory Leave Liabilities $ 30,712 $ 17,167

Increase in Environmental and Disposal Liabilities 22,112 -

(Increase)/Decrease in Exchange Revenue Receivable from the Public 1,866 19,450

(Increase)/Decrease in Nonexchange Receivable from the Public (74) 8

Other 203,371 99,779
Total Components of Net Cost of Operations That will Require or

Generate Resources in Future Periods (Note 22) 257,987 136,404
Components not Requiring or Generating Resources

Depreciation and Amortization 607,190 582,872

Revaluation of Assets or Liabilities 16,965 27,350

Other 55,941 390
Total Components of Net Cost of Operations That will not Require or

Generate Resources 680,096 610,612

Total Components of Net Cost of Operations That Will not
Require or Generate Resources in the Current Period 938,083 747,016

Net Cost of Operations $ 25941682 $ 24,792,677

These notes are an integral part of the financial statements.
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