
ClVlL DiVISlON 

Dear General Clarke 

The General Accounting Offlee has reviewed the Corps of Engineers' 
(Corps) pol~y and pra&tlces relating to general investigation and 

/survey costs Incurred prior to congressional authorlzatzon of power 
proJectsa Our review was lrmlted to the effects of this policy upon 
the flnanclal statements of and the repayment plans for the Federal 
Columbra River Power System (FCRPS). 

The notes to the flnanclal statements for the FCRPS have, for 
several years, included the disclosure that zt 1s the polrcy of the 
Corps not to Include for FCRPS statement purposes those costs for 
general Investzgatron and development of projects which were Incurred 
prior to the time of congressional anthorlzatlon for the Corps to 
construct the projects , although it IS the policy of the Bureau of 
Reclamation (Bureau) to include such costs for proJects constructed 
by the Bureau, 

This policy has resulted In the exclusion, through fiscal year 
1969, from the FCRPS flnanclal statements and repayment studies pre- 
pared by the Bonneville Power Admlnlstratlon of over $2.1 mllllon for 
general lnvestlgatlon and survey costs Incurred by the Corps. i 

The propriety of lncludlng general Investlgatron and survey costs 
as a part of total project cost IS recognized in the Federal Power 
Cornmzsslon Uniform System of Accounts (Account 1831. The Uniform 
System of Accounts prescribed by the Federal Power Commlss~on pro- 
vrdes that Account 183, Preliminary Survey and Investlgatlon Charges, 
shall be charged vlth all eqendatures for preliminary surveys, plans, 
investigations, etc., made for the purpose of determining the feasi- 
bzllty of utlllty projects under contemplation. If construction 
results, the costs accumulated In thrs account shall be transferred 
to the appropriate utlllty plant account. 

Recognltton of general znvestrgatron and survey costs as 
construction costs IS also provided for by the Accounting Prlnclples 
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and Standards for Pederal Agencies prescribed by the Comptroller 
General. SectIon 12.5(d) states that agency accounting pollcles 
should provide for the accumulation of all slgnlflcant costs appll- 
cable to property acqulsltlons so that agency accounts will disclose 
the full extent to which public funds are appl.led to such purposes. 
The costs of facllltles should include material elements of costs, 
lncludlng those for englneerlng , archltectural and other outside 
services for designs, plans, speclflcatlons, and surveys. 

^ 
Sectron 12.5(d) states also that, regardless of differences in 

the way in which these costs are financed, the costs Incurred should 
be accumulated as part of the cost o f each project so that reliable 
information on total cost will be available for management and flnan- 
cial reportzng purposes. 

Representatives of the Corps have stated that they believe that, 
general lnvestlgatlon and survey costs incurred prior to the txme of 
congressional authorlzatlon should not be included for flnanclal 
statement purposes because Senate Document No, 97, 87th Congress, 
does not provide for the lncluslon of such costs In the formulation, 
evaluation, and review of plans for use and development of water and 
related land resources. 

In thus connectlon, the Special Assistant, Clvll Functions, 
Department of the Army, informed the General Accounting Office in a 
letter dated June 30, 1966, that the Corps has interpreted Senate 
Document No. 97 as llmltlng the lncluslon of study costs to those 
which occur after project authorlzatlon. The letter stated that 
Congressional Approprlat-lon Committees had agreed in 1963 to presenta- 
tlon of budget data on a basis excluding preauthorlzatlon study costs 
from project cost cstzmates, and that therefore Corps procedures do 
not require the recording of preauthorlzatlon study costs in project 
accounts when financed by other than project funds. 

The pollcles, standards, and procedures set forth in Senate 
Document No, 97 were deszgned to enable both the executrve and the 
legislative branches to make Informed Judgments of the merits and 
deslrablllty of water resource projects. In our oplnlon, costs 
which are incurred before the merits and deslrablllty of a prolect 
are considered, are sunk costs anu are not pertinent for inclusion 
In ascertaining the feaslbrllty of a project. 

However, the financial statements and repayment studnes for the 
FCRPS are net prepared far the purpose of ascertaining, svaluatlng, 
or reviewing project feaslbilzty. Such statements and studies are 
prepared, rather, to disclose the flnanclal results of operations 
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and the adequacy of power revenues to recover the Government's invest- 
mcnt In the FCRPS and should include all known costs. The purpose of 
any statement should dictate the crrterla for ascertazning the lnforma- 
tlon to be Included. 

Wrth respect to the Corps' statement that preauthorizatlon study 
costs should not be Included in proJect accounts when financed by other 
than project funds, Sec. 12.5(d) of the Comptroller General's Accounting 
PrLnclples and Standards for Federal Agencies, specifically provides . 
that, regardless of differences LR the way&In whrch these costs are 
financed, the costs incurred should be accumulated as part of the cost 
of each proJect. 

In our opinion, g eneral investlgatlon and survey costs incurred 
prior to congressronal authorlzatlon of a project are proper for inclu- 
slon In flnanclal statements and the repayment studies of Federal power 
program costs to be recovered from the users, 

RECOMMENDATION TO THE CHIEF OF ENGLNEERS 

We recommend that the Chref of Engineers require that general 
lnvestigatlon and survey costs incurred prior to congressional author- 
lzatron of a proJect be recorded as pro-ject costs and that the portion 
allocable to reimbursable programs be recovered from power revenues. 
We further recommend that a retroactive adjustment be made for all 
projects where such costs have not been recorded as project costs. 

We would appreczate recelvlng your comments on the Eoregoing 
matters and being advised of any actron that you plan to take. We 
wrsh to express our apprecratron for the cooperation extended to our 
staff by Corps offlclals during our revrew. 

Copies of this report are being sent to the Chref, United 
States Army Audit Agency, Commlssloner, Bureau of Reclamation, and 
Admlnlstrator, Bonneville Power Admlnlstration. 

Srncerely yours, 

'i 
i(.&,& _ p -y,c (yL.Lk-- 

A" 
Allen P. Voss 

rl? Associate Drrector 
\ 

Y 

Lieutenant General F. 3. Clarke 
Chief v 
Corps of Engineers 
Department of the Army 




