.0

NG

FUN
RM

L

-

,

{c

sy

-OF

RT

oL

5|

ION
ER

<

R

P
e

HE

"

s

»DF..
=

ARy

I

<<
DN
Ty}
»
—

ARS

et A YT FTCHEE RN
PRAEE b SO
A R Sz G
el s e

e Ty WAV

e A

2 Jvz..rhw&%m.a

Sty
Jaitios




REPORT TO
THE CONGRESS OF THE UNITED STATES

AUDIT OF
HYDROELECTRIC POWER AND RELATED ACTIVITIES
~ MISSOUR! RIVER BASIN PROJECT
CORPS OF ENGINEERS (CIVIL FUNCTIONS)
DEPARTMENT OF THE ARMY
AND
BUREAU OF RECLAMATION
" DEPARTMENT OF THE INTERIOR

FISCAL YEARS 1959 AND 1960

BY
THE COMPTROLLER GENERAL OF THE UNITED STATES

APRIL 1962

GAO Wash., D. C.



Y

COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON 28

B-125042 APR 301962

Honorable John W. McCormack
Speaker of the House of Representatives

Dear Mr. Speaker:

Herewith is our report on the audit of hydroelectric power and
related activities of the Corps of Engineers (Civil Functions), De-
partment of the Army, and the Bureau of Reclamation, Department of
the Interior, in the Missouri River Basin Project for the fiscal years .

1959 and 1960,

The report includes a'matter for consideration by the Con-
gress concerning certain recent unfavorable developments in repay-
ment aspects of the Missouri River Basin Project, The report also
presents a summary of the current status of the principal recom-
mendations contained in our prior audit'reportto the Congress dated
August 1, 1957, We are repeating a recommendation to the Secre~
tary of the Interior and the Chief of Engineers relative to the estab-
lishment and consistent application of comparable accounting and
financial policies and practices which we believe are necessary to
fairly present the financial position and the results of Missouri Rives

Basin Project operations,

This report is also being sent today to the President of the
Senate. Copies are being sent to the President of the United States,
the Chief of Engineers, and the Secretary of the Interior,

Sincerely yours ,

omptroller General
of the United States

Enclosure
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REPORT ON AUDIT
05
HYDROELECTRIC POWER AND RELATED ACTIVITIES

MISSOURI RIVER BASIN PROJECT
CORPS OF ENGINEERS (CIVIL FUNCTIONS)

DEPARTMENT OF THE ARMY
AND
BUREAU OF RECLAMATION
DEPARTMENT OF THE INTERIOR
FISCAL YEARS 1959 AND 1960

The General Accounting Office has made an audit of hydroelec-
tric power and related activities of the Corps of Engineers (Civil
Functions), Department of the Army, and the Bureau of Reclamation,
Department of the Interior, in the Missouri River Basin Project
for the fiscal years 1959 and 1960. This audit was made pursuant
to the Budget and Accounting Act, 1921 (31 US.C. 53), and the Ac-
counting and Auditing Act of 1950 (31 US.C. 67). The scope OF
the audit work performed is described on page 54 of this report.

GENERAT - COMMENTS
The Missouri River basin consists of those parts of the
States of Montana, Wyoming, North Dakota, South Dakota, Nebraska,
Kansas, Colorado, -Missouri, lowa, and Minnesota within and from
which waters drain into the Missouri River. The principal Federal
water resources development activities in the basin are being con-
ducted under a comprehensive plan approved by the Flood Control



Act of 1944 (58 Stat. &I). The term.Missouri River Basin Proj-
ect'" is used to i1dentify Federal water resources development activ-
Ities conducted pursuant to the comprehensive plan.

This report deals principally with the hydroelectric power .as-
pects of the Missouri River Basin Pro"ject;generally, other Fed-
eral water resources development projects and activities in the
Missouri River basin are not included in this report,

The Missouri River Basin Project consists of numerous single-
and multiple-purpose facilities designed primarily to provide bene-
fits from flood control, hydroelectric power, navigation, and irri-
gation, Other benefits provided include municipal and industrial
water supply, recreation, and wildlife conservation. Generally,
the Corps of Engineers constructs the multiple-purpose and flood
control facilities on the Missouri River and the flood control fa-
cilities on tributary streams; the Bureau OF Reclamation cori-

‘structs.the irrigation facilities on the Missouri River and
multiple-purpose and irrigation facilities on tributary streams.
Each agency operates the facilities it constructs. The Bureau of
Reclamatibn also constructs power transmission lines and markets
the power not needed for operation of the facilities.

The construction cost of the Missouri River Basin Project
when completed i1s estimated to total about $6 billion, of which
about $4billion has been allocated to Irrigation, commercial
power, and other purposes for which the law requires repayment to
the United States Treasury. Commercial power revenues are ex-
pected to repay about 89 percent of all construction costs



allocated to reimbursable purposes, The hydroelectric power pro-
gram provides for the construction of power plants with an ulti-
mate installed capacity of about 2,700,000 kilowatts, At June 30,
1960, the iInstalled capacity at plants in operation totaled
871,200 ki lowatts and constructionwork was in progress on addi-
tional facilities having a planned ultimate installed capacity of
1,351,000 kilowatts.

The activities of the Corps of Engineers in the Missouri
River basin are carried out by district offices at Omaha, Mebraska,
and Kansas City, Missouri, in the Missouri River Division headguar-
tered at Omaha, Nebraska, The district offices of the Corps are
operating offices headed by Army engineer officers, as district
engineers, and generally carry out both military and civil works
activities within defined areas under the general dirsction of di-
vision engineers, The division engineers are responsible to the
Chief of Engineers, Washington, D.C.

The activities of the Bureau of Reclamation in the Missouri
River basin azres carried out by regional offices at Billings, Mon-
tana, and Denver, Colorado, and project offices located at Huron,
South Dakota, Bismarck, North Dakota, Casper, Wyoming, and McCook,
Nebraska. Under authority delegated by the Secretary of the In-
terior, the management of the Bureau is vested iIn the Commissionsr
of Reclamatiecn under the supervision of the Assistant Secretary of
the Interior for Water and Power Development,

During the period coversd by this report and at present the
principal policy-making officials of the agencies carrying out the
activities discussed in this report were and are as follows: 3



Department of the Army:
. Secretary of the Armys
Wilber M. Brucker
Elvis J, Stahr, Jr.
Chief of Engineers:
Lieutenant General Emerson C. ltsehner
Lieutenant General Walter X; Wilson, Jr,
Department of the Interior:
Secretary of the Interior:
Fred A. Seaton
Stewart L. Udall
Assistant Secretary — Water and Power
Developments
Fred G. Aandahl
Kenneth Holum
Commissioner, Bureau of Reclamatlon:
Wilbur A, Dexheimer
Floyd El. Dominy

Date appointed

July 21,
Jan. 23,

Oet. 1,
May 19,

June 8,
Jan. 21,

Feb. 10,
Jan, 30,

July 1
Mayy l:

1955
1961



§ STATUS OF PRINCIPAL RECOMMENDATIONS IN PRIOR REPORT

Our report to the Congress dated August 1, 1957, on the audit
of the Missouri River Basin Water Resources Development Program,
for fiscal year 1956, included several recommendations relating to

K the Missouri River Basin Project. The current status of these rec-

ommendations 1S summarized as follows:




1. Need for firm allocation of construotion costs
of multiple-purpose projscts

In our prior report we pointed out that, although certain of
the multiple-purpose facilities in the Missouri River basin had.
been in operation for several years, none of the construction cost
allocations were firm. Firm allocations of construction costs are
necessary because the allocated amounts ars principal factors con=-.
sidered 1IN establishing rates for the sale of commercial power.
The laws forming the basis for Federal water resources programs do
not provide policies or criteria for allocating construction costs
of multiple-purpose projects. The resulting allocated costs are
used in establishing rates for sale or commercial power. Also, the
laws seldom specifically designate the agency responsible for mak-
Ing the cost allocation in cases where one agency constructs a
project and another agency markets the commercial power or other
products of the project, and the role of the Federal Power Commis-
sion 1n the making or approving of cost allocations of Corps proj-
ects is not clearly defined. Our report contained several recom-
mendations and suggestions to the Congress which were designed to
resolve these long-standing problems.

At June 30, 1960, the Corps of Engineers and the Department
of the Interior had reached agreement on firm allocations of costs
of Corps of Engineers projects in operation in the Missouri River
basin. These allocations are considered firm by the Corps of En-
gineers unless ruture significant changes are made in the scope of
the projects or the method of operation, In which case adjustments
in the allocations of the costs may be justified.

6



Although legislative action to establish criteria for the al-
location of construction costs of multiple-purpose projects would
be desirable, in view of the agreement reaahed in the,Missouri
River basin, we are not repeating our recommendations in this re-
port.

2. Need for specific legislative authority
Tor inclusion of the Fort Peek Project

as part of the Missourl River Basin Project
The Flood Control Act of 1944+ does not provide specifically

for inclusion of the Fort Peck Project as a part of the Missouri
River Basin Project. Nevertheless the project has been included
by the Bureau of Reclamation as an integral part of the Missourl
River Basin Project ToOr determining Missouri River Basin Project
feasibility and repayment.

INn our previous report to the Congress on the audit of the
Missouri River Basin Water Resources Development Program, we recom-
mended that, i1f the Bureau desired to continue to include the earn-
ings to be derived from the Fort Peck Project in determining the
feasibility and repayment of the Missouri River Basin Project,
specific legislative authorization to do so be obtained from the
Congress. In letters dated November 26, 1956, and April 22, 1957,
the Department of the Interior cited, references to the plans pre-
sented in Senate Document 191, Seventy-eighth Congress, incorporat-
Ing the Fort Peck Project as an integral part of the Missouri
River Basin Project and commented on the status & the Fort Peck
Project in relation to over-all Missouri River basin sconomic stud-

ies, payout analyses, and average rate studies. Based upon these

7



citations, the Department's opinion was that no congressional ac-
tion was necessary. The letters dated November 26, 1956, and
April 22, 1957, which express the Department's position on this
matter, were printed in the Joint Hearings before the Committee on
Interior and Insular Affairs and the Committee on Public Works,
United States Senate, on Problems of Operation of Multiple-Purpose
Projects in the Missouri River Basin, May 1, 2, and 3, 1957, In
view of these circumstances, we are not repeating our recommenda-
tion.

3. Role of Federal Power Commission
1IN approving ¢ schedule ¢] T

In our prior report, we pointed out that applicable laws do
not clearly designate the authority of the Secretary of the Inte-
rior and the responsibility of the Federal Power Commission In fix-
ing and approving rakes for the sale of power from the units con-
structed by the Corps of Engineers in the Missouri River basin un-
der the Flood Control Act of 1944+, Section 9 of the act
(58 Stat. 891) provided that:

"(e¢) Subject to the basin-wide findings and.recommenda-

tions regarding the benefits, the allocations of costs

and the repayments by water users, made in said House

and Senate documents, the reclamation and power develop-

ments to be undertaken by the Secretary of the Interior

under said plans shall be governed by the Federal Recla-

mation Laws. **x!

The Bureau of Reclamation has been exempted in reclamation

laws from rate regulation and approval by the Federal Power Commig-

Sion.



However, the Flood Control Act also provided for sale of elec-
tric power from projects,constructed by the Corps, in section 5,
as Tollows:

"Electric power and energy generated at reservoir projsz,

ects under the control of the Department of the Army

not required in the operation of such projects, shall be

delivered to the Secretary of the Interior, """ the rate

schedules to become effective upon confirmation and ap-
proval by the Federal Power Commission. *#xx"

The Bureau of Reclamation considers section 5 of the act In-
applicable to those facilities authorized for construction by the
éorps and by the Bureau i1n the Missouri River basin under sec-
tion 9 of the act. The Bureau has interpreted section 9(¢) to be
applicable 1n establishing rate schedules for pawer produced by

these facilities.

As stated in our prior -report, the Congress may wish to clar-
ify the role of the Federal Power! cémmission in approving rate
schedules for the sale of power generated at Corps projects in the
Missouri River basin.

L, Lack of agreement on allocation
of powar revenuss between

Corps of Engineers and Bureau of Reclamatfon

In our previous report to the Congress, we recommended that

the Corps of Enginesrs and the Bureau of Reclamation negotiate

agreement on the amount of receipts from sale of power allocable
| to the several generating plants as a return of the reimbursable
~ power costs of the Corps plants. Until this is done, computations
of Interest on the unrepaid Investment in power will not be cor~
rect and the financisl results of power operations will not be ac-
curately presented.



During fiscal year 1959, the Bureau of Reclamation developed
procedures and principles which were used to calculate the amounts
to be deposited into the general fund of the Treasury as revenues
from the sale of power generated at Corps plants. (See p. 16.)
However, the Corps neither agreed to the procedures and principles
developed by the Bureau of Reclamation nor was the Corps advised
of the amounts of revenues allocated to its plants. Therefore the
revenues so allocated have not been recorded in the Corps records
nor taken into consideration in determining annual interest ex-
pense on the unrepaid investment in Corps power plants.

While our current sudit disclosed that agreement on alloca-
tion of power revenues had not been reached, both agencies advised
us that the problem was under review. The problem is complex; how-
ever, it has existed for several years and we believe that acceler-
ated efforts should be made toward its early resolution.

5, Leas;ng revenues returned to States.imoroverly
treated as reductions ot Federal Investmen

Revenues are derived by the Corps of Engineers from reservoir
projects, principally by the leasing of lands. The Flood Control
Act of 1941 (33 U.8.C. 701¢-3) provides that 75 percent of such
moneys receilved and deposited into the Treasury of the United
States i1s to be paid to the State in which the lands are located.

Under former Corps accounting prooedures, the total of the
revenues collected from lessees was recorded by the district of-
fices as reduction of expenses for operating and maintaining the

facilities and as credits to construction costs,. However, amountsa

10



paild to States were not recorded in the project records, and opsra-
tion and maintenance and construction costs were understated by
the amounts of such payments.
In our prior report we recommended that payments made or to
be made to States from revenues for leasing of reservoir lands, un-
der the provisions of the Flood Control Act of 1541, be rscorded
In the accounts of the projects at district offices.
Qur recommendation was adopted, and in December 1958 the
Cnief Of Enginesrs issued iInstructions for correcting prior years!
accounts and established procedures for recording payments to
States from lease revenues in project accounts at district offices,
At June 30, 1960, payments to States amounting to $2,195,553 nad
been recorded in the accounts:for the multiple-purpose projects in-
cluded in thigs report.
6. Costs incurred by Corps of Engineers
1IN prelmminary investigstions and surveys
not included 1n project costs
Under former Corps accounting procedures, costs incurred In

conducting preliminary investigations and surveys of proposed proj-
ects to determine the advisability of their construction wers not
included in total project costs. In our prior report we recom-
mended that the Corps of Engineers (1) allocate an appropriate
share of the costs of basin investigations to projects or units au-
thorized for construction and (2) classify the costs of surveys
and investigations.of authorized projects as construction costs at
the time the projects are programed for construction, limited to

the costs of the surveys and investigations that may reasonably be

11



'

determined to contribute dirsctly and without duplication to the
congtruction of the projects.

On August 25, 1958, the Corps issued instructions requiring
preliminary investigation and survey costs to be budgeted for au-
thorized projects or for project modifications for which it will
or may be necessary to budget for fiscal year 1960 and beyond. [Un-
der these Instructions, upon receipt of advahce design or construc-
tion funds for a project or project modification, the total cost
of the related study is charged to construction work in progress.
Duriang our current audit we noted that preliminary investigation
arid survey costs are Included In nsw construetion work.

7. Misleadines classification of pregonstruction costs
of Bureal of Reclamation as, =
construction WO IN prograss
Costs of surveys and investigations are classified by the Bu-

reau of Reclamation as construction,work In progress in some in-
stances although no physical conetruction has taken place or is
contemplated in the near future, In our prior report we recom=
mended to the Secretary of the Interior and the Commissioner of
Reclamation that, to provide accurate financial information, a1l
preconstruction costs be retained in the general investigations ac-
counts until the year Inwhich funds are made available for con-
struction of the facilities through appropriations by the Congress,
Our current audit disclosed that the Bureau has partially
adopted our prior recommendation. However, we found that survey
and investigation costs amounting to $456,000were improperly
classified as construction work In progress at June.30, 1960.

12



Although this amount is not material in relation to total construc-
tion costs, we believe that separate classification of survey and
Investigation oosts would be desirable in all cases.
8. Einancial integration of power operations
n the western blVlSlon EE

the Missouri River basin power system

The Bureau of Reclamation is operating the power facilities \
of the individually authorized Colorado-Big Thompson, Rendrick, J/

Riverton, North Platte, and Shoshone projects, and certain power

facilities of the Missouri River Basin Project as an integrated

power system referrad to as the western-division. Western divi- .
 The west
sion power revenues are allocatsd to the individually authorized
projects on a basis which i1s designed to meet the repayment re-
guirements of those projects; the remaining revenues are allocated
to the Missouri™River Basin Project.
In our prior report we pointed out that there has been no spe-

cific legislative authorization for the integrated power opera-
tions and that the allocation of revenues did not, in our opinion,
result in an equitable distribution of revenues among projects.
Qur report included recommendations to the Secretary of the Inte-
rior regarding these matters.

The Department of the Interior believes that specific legi%}a—
tive authorization for the integrated power operations iIs not nec-
essary because over the years complete disclosure to the Congress
has been made of the initial plans and subsequent administrative

steps which were taken to accomplish power system integration.

13



The Department believes also that the allocation of revenues among
projects is equitable.

In view of the disclosure made to the Congress relating to
the integrated power operations, and after further consideration
of the merits of the basis used to distribute revenues among proj-
ects, we are not repeating our recommendations in this report.

9. Expenditures Fort Peck Proj n
Sul nn ngr 10nal approval

Revenues from the sale of electric energy at the Fort Peck

Project, Montana, are available for operation and maintenance and
emergency expenditures on a permanent basis without annual appro-
priation by the Congress. In fiscal year 19060, the accrued expend-
1tures, principally for operations and maintenance, amounted to
$916,182 and power revenue collections totaled $2,627,622. Cumu-
lative collections and expenditures of the continuing fund
amounted to $21,428,844and $8,388,927, respectively, at June 30,
1960.

In our prior report we suggested that the Congress may wish
to consider providing annual appropriations to the Bureau of Recla-
mation and the Corps of Engineers for operation and maintenance of
the power facilities of the Fort Peck Pro“ject,as is done for
other power operations, rather than continuing the present arrange-
ment of using the receipts for this purpose without annual con-
gressional appropriation action. We suggested that, in this case,
the Congress may also want to provide a reasonable amount from re-
ceipts as a continuing fund to defray emergency expenses and to in-
surs continuous operations.

14



The Department of the Interior believes that adequate data on
the program and the financial status are set out in the Presi-
dent®s budget each year, However, Wwe are of the opinion that, if
annual appropriationa were provided for operation and maintenance,
the Congress could exercise closer control over operation of the
Fort Peck Project.

10, Lack of clear presentation of power revenues
applicable to Barf|C| ating projects

of western division

Receipts from the sale of power by the iIntegrated power sys-
tem of the western division are showm by the Bureau as funds re-
turned to the United States Treasury by the Missouri. River Basin
Project. The share of revenues allocated to individually author-
1zed projects is recorded in the investment accounts as cost of
property transferred to or from projects instead of as funds re-
turned to the United States Treasury.

In our prior report we recommended to the Secretary of the In-
terior and the Commissioner of Reclamation that the amounts of rev-
enues allocated to eaah individually authorized project be re-
corded as funds returned to United States Treasury in order to
clearly present the financial status of the individual projects
that are included in the power operations of the western division.
The Department of the Interior believes that the financial status
of individual projects is clearly presented under existing proce-
dures. We do not agres because we believe that the accounts
should show directly the funds returned to the Treasury for each

project and, accordingly, we repeat our recommendation.

15



11.Revenues from sale of power generated
at Corps plants to be deposited 1nto

the Treasury as miscellaneous recsipts
In our prior report we expressed the opinion that revenues

collected by the Bureau of Reclamation from sale of power gener-
ated at certain Corps plants should be deposited iInto the.Trsasury
of the United States as miscellaneous receipts rather than be de-
posited to the credit of the Reclamation Fund.

During fiscal year 1959, the Bureau of Reclamation developed
procedures and principles which were ussd to calculate the amounts
to be deposited Into the general fund of the Treasury as revenues
from sale of power generated at Corps plants. Deposits totaling
about $29,000,000 were made into the general fund during fiscal
years 1959 and 19680. Bureau records show that additional deposits
of* about $3,600,000were required at June 30, 1960. Bureau offi-
cials advised us that the required additional deposits ware sched-
uled to be made during fiscal years 1961 and 1962,

12_ Certain accounting and financial policies,

and practices not comparsble
and not consistently applied

The financial statements included in this report have been
prepared by the General Accounting Office from the records of the
Corps of Engineers and the Bureau of Reclamation. Howsver, until
these agencies adopt comparable accounting and financial policies
and practices and apply them consistently, the financial state-
ments.cannot fairly show the financial position and results of op-
erations of the Missouri River Basin Project.

16



In our prior report we recommended that the Chief of Engi~-
nesrs and the Secretary of the Interior establish comparable ac-
counting and financial policies and apply practices thereunder mi -
formly and consistently with respect to:

1. Allocation to power and nonpower_purposes of joint ex- _

gg@g?s of operating and maintaining multiple-purpose proj-

2. Provisions for depreciation on plant in service, and allo-
cation of the provision on multiple-purpose plant to pur-
poses.

3. SgQEHgﬁ%i?R and reo?rging of ingerest on the Eedegaltin—l
VoSt Supplyo%r;ﬂéeilﬁtaiesifower and municipal and 1nhadustria

Progrsss "hasbeen made iIn resolving some aspects of the proh-
lems involved, but the basic inconsistencies still exist. For ex-
ample, on the Missouri River Basin Project:

1. The Bureau of Reclamation allocates joint use operation
and maintenance expenses on the basis of current use of the facili-
ties whereas the Corps of Engineers allocates these costs and ex-
penses on the basis of the expected ultimate use of the facilities.
In our prior report we recommended that depreciation and interest
costs of joint use facilities be allocated on the basis of the cap-
1tal cost allocation and that operation and maintenance expenses
be allocated on the basis of the currentuse of the facilities,

2. Except for movableequipment and certain other items, the
Bureau of Reclamation does not record depreciation on plant in
service. The Corps of Engineers records depreciation on plant in

-ssrvice} however, it has not used uniform depreciation rates for

17



like units of property and has not followed consistent praatices
with respeot to depreciation or amortization of land rights and re-
location costs.

The practice of the Bureau of Reclamation In not accounting
for depreciation of its fixed assets devoted to commercial power
production is contrary to the principles and standards of account-
Ing prescribed for executive agencies by the Comptroller General
pursuant to law. The Budget and Accounting Procedures Act of' 1950
Tixes responsibility on the head of each executive agency far es-
tablishing and maintaining systems of accounting which shall con-
form to the principles, standards, and related requirements pre-
scribed by the Comptroller General, These principles and stand-
ards, insofar as they pertain to accounting for depreciation of
Federal water resource projects having electric power operations,
were clarified by Accounting Principles Memorandum No. 5 (issued

. December 16, 1960, 2 ca0 1286), which states:
"The production and sale of electric power from

many Federal water resource projects are revenue-

producing operations which are substantial in size. Be-

cause of the nature, size, importance, and public inter-

est in such operations, financial reports on them should

disclose fully the financial results in_terms of rev-_

enues earned and all _costs incurred. Since depreciation

of fixed assets applicable to power operations iIs so sub-

stantial in amount and iIn relation to total operating

costs, 1t must be accounted for and included 1n finan-

cial reports on electric power operations to make them

fully informative to all users including management offi-

cials, officials of other Government agencies, the Con-
gress, and the public.”

In view of this clear requirement, the need to produce finan-

cial reports which will clearly and fully disclose all significant

18



financial aspects of these water resource operations, and the re-
lated responsibilities of the Becretary of the Interior under the
law, we have strongly recommended that the Commissioner of Reclama=
tion be instructed to revise the official accounting system of the
Bureau of Reclamation to incorporate appropriate accounting for de-
preciation of fixed assets applicable to commercial power opera-
tions.

In a letter dated February 26, 1962, the Secretary of the In-
terior informed us that-he is, now willing to include depreciation
charges in the accounts and fiﬁéncial statements of the power bu-

reaus covering that part of the Federal.plant investment allocated

.to power. The Secretary advised US that action would be taken
promptly to develop ‘p_isoced'ureé fdr,bﬁing'ing depreciation charges
into the ac@ﬁnts of the. Bu)r‘e'au of Reélamation based on the bal-
ances of mgfor plant accounts, rather than-on individual units of
property, and -thatxd,e‘pj.negia_:tion rates aiapli’ed to each mejor plant
. account. would ,be based- on.the' best 'avéilable information as to the
éxpéctéd‘ service life- of the composite group. He stated further
.that: _1»f-.'_timé .j)efni_ijtted-th_ese charges would be reflected in the Bu-
reau's financial statements for the fiscal year ending June 30,
1962,

3. The Bureau records interest at the rate of 3 percent a
year on the Federal investment in power. facilities. The Corps re-
cords interest at the rate of'2;5 percent a year on the entire Fed-

eral-’inv‘es‘tnient in its -mﬁitiple-‘purpose plants with power

19



facilities. Procedures used by the Corps in computing.interest on
the Federal Investment have not been consistent among projects.

Interest during construction is not recorded in the account-
Ing records of the Bureau but is recorded in the Corps records.

In our prior report we recommended that interest during construc-
tion be recorded by the Bureau of Reclamation on its investment In
power and municipal and industrial water supply facilitiss.

4, Th8 Corps has not adjusted prior years® depreciation and
Interest expenses in accordance with the 1958 revised cost alloca-
tions, Also, the Corps has not adjusted prior years' intersst ex-
penses t o reflect the retroactive recording of payments to States
for leasing of reservoir lands, Adjustments for these types of
changes have been made at Corps projects located in other river
basgins.

The Department and the Corps advised us that they are continu-
ing their efforts toward developing mutually acceptable accounting
policies and practices, The Corps also advised us that i1t will ex-
amine the accounting deficiencies which are largely internal In na~
ture and make such adjustments as are practicable in advance of an

Interagency agreesumant.

The lack of comparable and consistently applied amounting
and financial policies and practices has existed for several years,
In prior paragraphs we refer to corrective action that has been
promised regarding certain of "thesematters, but we repeat our
prior recommendation with respect to allocation of joiInt expenses
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of operating and maintaining multiple-purpose projects, and comput-
ing and recording interest on the Federal investment in commercial
power and municipal and industrial water supply facilities, and.
urge that the agencies accelerate their efforts toward resolving

these problems.
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TENTATIVE ALLOCATION AND REPAYMENT OF TOTAL ESTIMATED

CONSTRUCTION COSTS OF MISSOURI RIVER BASIN PROJECT

Estimates of the total construction costs of the various fa-

cilities of the Missouri River Basin Project are prepared periodi-

cally by the Bureau of Reclamation and the Corps of Engineers.

Each agency prepares estimates of the construction costs of facili-

ties which 1t is responsible for constructing.

Annually, the lat-

est estimates are combined by the Bureau of Reclamation and shown

In 1ts Power System Average Rate and Repayment Study for the Mis-

souri River Basin Project.

Rate and Repayment Study was dated January 1960,

At June 30, 1960, the latest Average

The 1nformation

shown i1n this section is based upon the data used iIn the prepara-

tion of that study.
TOTAL ESTIMATED CONST

[RUCT

JON_COSTS

AND TENTATTVE ALLOCA

10N

O _PURPOSES

y The following table shows, by agency, the total estimated con-

struction costs and the tentative allocation of these costs to the

various reimbursable and nonreimbursable purposes served.

Reimbursable allocatio
Irrigation
Commercial power
Hunielipal water
Fish and wildlife
Recreation

nss

Investigation costs

Total

Nonreimb

loo ol a

Fish and wildlife
Recreation

Ellsworth Air Base water supply

- Total

Total estimated construc-
tion costs

Note:

sabls allocations: |
control and navigation

Bureau of Corps of
Total Reclamation Engineers
(000 omitted)

$2,664,713 52,486, 1%L $ 178,572
1,221,067 Lr29,2o; 791,860
32,9% 31,125 1,779

10

1,912 1,912

77.504 72,50k -

7314998 110 1,025,899 972211
1,754,751 175,667 1,579,084

77,331 17y331
958" 2,36¢ 7,214
1,00C 1,000 -
42,669 296,167 1.586 298
$5.849,7275 $3.282,268 $2.558,509

On My 23, 1961, the Bureau of Reclamation issued an Average Rate and Re-
payment Study dated January 1961, showlng total estimated construction
costs of $6,090,469,000, an increase of $2

Included in the 1960 study,

L9 ,96L,000 over the estimate
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Amounts for the Bureau of Reclamation include estimated costs
of active units under construction or"proposed for construction,
and the costs incurred on completed, inactive, abandoned, and
other potential units, Also included is $32,449,000 representing
the estimated reimbursable cost of investigation work by other
agencies of the Department of the Interior. The Bureau antici-
pates that the periodic studies will be continued and, with the ap-
proval of the Secretary of the Interior, changes in the physical
plan of development will be made, consistent with applicable law
and policy. The amounts for the Corps of Engineers consist of
$1,251,560,000 for the Main Stem Reservoir System (Fort Peck, Gar-
rison, Oake, Big Bend, Fort Randall, and Gavins Point plants) and
$1,306,949,000 for other Corps units authorized in the Missouri
River basin. The allocation of costs of the Main Stem Reservoir
System and the other Corps units in the Missouri River basin is as
follows:

Other

Main Stem Missouri
Reservolr River

Total System basin units

(000 omitted)
Reimbursable allocations:

Irrigation $ 178,972 160,100 18,472

commercial power 7 1;ggo # 791;560 ¥ -

Municipal water 1,779 1.779
Total —972211 __ 951,960 ___ 20251

Nonreimbursable allocations:
Flood control and navigation 1,579,084 295,900 1,283,184
_Z.2iy 7,700 3

Recreation S Rel
Total 1,586,298 299,600 1.286.698
Total estimated con-

struction costs $2.558:500 $1,251,560 $1,306,949
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The costs of most multiple-purpose Ffacilities were allocated
to purposes by the separable costs--remaining benefits method by
the Corps of Engineers and the Bureau of Reclamation, For those
facilities where separable costs were not available, the
alternative-justifiable-sxpenditure method was used. Both methods
have the objective of equitably distributing costs by limiting the
costs allocated to any purpsse to the value of corresponding bene-
fits and simultaneously providing for each project purpose to
share proportionately in the savings from multiple-purpose con-
struction. Allocations to recreation were generally limited to
specific costs, Twenty percent of the costs initially allocated
to power has been suballocated to irrigation as representing the
cost of installed power capacity required for irrigation pumping.

Construction costs allocated to commercial power and munici-
pal water include interest during construction amounting to
$62,046,377 and $1,507,000, respectively, Interest during con-
struction 1S not included in the allocations to other project pur-
poses. At June 30, 1960, construction costs totaling
$2,051,618,600 were recorded for the Missouri River Basin Project,
consisting of $529,026,600, by the Bureau of Reclamation, and
$1,522,592,000, by the Corps of Engineers. The Corps costs con-
sisted of $957,613,700for the Main Stem Reservoir System and
$564,978,300 Tor other units in the Missouri River basin,
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= DAYMEMNS[BM%
OCATED TO REIMBURSABLE SES

The following table shows the expected sources of repayment

of construction costs of the Missouri River Basin Project allo-

cated to reimbursable purposes.

Amount Percent
(000 omitted)
Grargacion e B BD
Municipal water 32,904 __ .8
Total repayment $3.998.110 100.0

Note: Repayment data in the January 1961 Average Rate and Repay-
ment Schedule referred to in the footnote on page 22 shows
total expected repayment of $3,974,285,000, = a decrease of
$23,825,000 _from expected repayment shown in the 1960 study
because of increased allocations of costs to nonreimburs-
able purposes.

A comparison of the construction cost allocations on page 22
with the repayment estimates above shows that commercial power rev-
enues are expected to repay the entire allocation to commercial
power, to subsidize irrigation to the extent of $2,263,923,000 or
85 percent of the costs allocated to irrigation, and to repay
$79,426,000 of fish and wildlife, recreation, and investigation
costs.

Unfavorable %gyglggmgu;gplegg_a ent

of Missours River Basin Project

During our audit we noted that unfavorable developments in re-

payment aspects of the Missouri River Basin Project had occurred
in recent years. These developments are discussed in the follow-
Ing subsections.
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1 [ In estimate of
tine required to revav reimbursable

construction costs from power revenues oz e
In recent years the estimated period of time required to re-

pay into the Treasury reimbursable construction costs from power
revenues of the Missouri River Basin Project has been increased
significantly, As a result, no repayment of the non-interest
bearing construction cost subsidy to irrigation Is expected to be
made until fiscal year 2027 and full repayment of reimbursable con-
struction costs i1s not expected to be completed until fiscal year
2093.

Authorizing legislation for the Missouri River Basin Prqjecf\\y
does not fix a specific period of time for repayment of either con= |
struction costs allocated to power or the construction cost sub- ,J
sidy to irrigationwhich is to be repaid from power revenues. In
. the absence of specific legislative requirements, the Secretary of
the Interior established a general administrative policy calling
for repayment of the Government®s investment In power within
50 years from the date each power facility is placed in service,
Repayment of the non-interest-bearing construction cost subsidy to
irrigation is scheduled to be made from net power revenues after
the interest-bearing power investment has been repaid in full.

The estimated period of time required to repay reimbursable
construction costs from power revenues is redetermined annually by
the Bursau of Reclamation and is shown in its Average Rate and Re-
payment Studies. [In recent years these studies have shown signifi-

cant increases In the period of time required to repay
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reimbursable construction costs from power revenues of the Mis-

souri River Basin Project, The following table shows pertinenf. >

R “

- data relating to the increases in the repayment period.

Fiscal year repayment

Irrigation
Year of Total construction _ power
study repayment  cost subsidy
1953 2047 2047 2001
1956 2070 2068 2012
1960 2093 2090 2027
Increase 1953-60. 46 years . 43 years 26 years

The increases in the repayment period result from the compos=-
ite effect OF several complex factors .whichinclude changes in the
"timingof project additions and cost allocation concepts, redud=
tions in anticipated repayment by irrigators, increases in coﬁ;
struction costs, and limitations on power production due to the
near drought conditions that have existed for sevsral years. We
have not attempted to analyze the effect of each factor.

The 43-year Increase iIn the period required for repayment of
the $2,263,923,000 construction cost subsidy to irrigation is of
particular significance because, while interest at the rate of
3 percent a year on the unrepaid balance of the power investment
IS expected to be repaid, under Reclamation law no interest is to
be repaid on construction costs allocated to irrigation. Since
Federal activities are financed largely through the issuance of
Interest-bearing obligations or from revenues which could other-

. wise be used to redeem interest-bearing obligations,. the expendi-

. ture of Federal funds generally has the effect of iIncreasing
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Interest costs of the United States Treasury. We have not at-
tempted to estimate the total nonreimbursable interest cost to the
United States Treasury which will result if the irrigation facili-
ties of the Missouri River Basin Project are constructed as
planned. However, using the estimates shown in the Bureau®s

1960 Average Rate and Repayment Study and the 3-percent interest
rate that is applied to the unrepaid investment in power, we esti-
mate that interest costs borne by the Federal Governmentwill be
increased by more than 1 billion dollars because of the %3-year in-
crease in the period required to repay the irrigation construction
cost subsidy.

No repayment of construction costs
as _been made

The Bureau's 1960 Average Rate and Repayment Study shows that
at June 30, 1959, after deduction for operating expenses (exclu-
sive of depreciation and provision for replacement of facilities),
cumulative power revenues of the Missouri River Basin Project fell
$1,912,000 short of meeting interest requirements and that no re-
payment of construction costs had been made.

The Bureau of Reclamation does not prepare schéaules compar-
ing annual and cumulative actual repayment performance with sched-
uled repayment requirements or with theoretical return of funds
which would be sufficient to repay the Federal investment In power
within the established repayment period. Instead, in the Average
Rate and Repayment Studies, the Bureau reschedules the entire unre-

paid balance each year for repayment during ths remaining years of
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the repayment period. The Bureau has taken the position that proj-
ect repayment requirements are being met so long as i1ts studies In-
dicate that repayment will be made within the 50-year period re-
gardless of the annual or cumulative actual repayment performance.

To determine the status of repayment on a scheduled repayment
basis, we used the data shown in the Bureau's 1960 Average Rate
and Repayment-Study and computed the principal component of the an-
nual payment required to repay the construction costs allocated to
power, with-interest at 3 percent a year on the unrepaid balance,
over SO-year periods from the date power facilities were recorded
as being in service. This computation shows that at June 30, 1959,
scheduled repayment of construction costs amounted to $14,466,000.
On this basis at June 30, 1959, the Missouri River Basin Project
was deficient in repayment by $24,068,000, consisting of
$14,466,000 for construction costs, $7,690,000 Tor provision for
replacement of facilities, and the $1,912,000 deficit in repayment
of iInterest. In evaluating the status of repayment, consideration
must be given to (@) low water flows iIn past years with consequent
low revenues, (@) development time required to attain ultimate uti-
lization of the capacity of power facilities, and (3) other fac-
tors resulting in variations between scheduled and actual repay-
ment. We have not attempted to evaluate the effects of these fac-
tors.

Matter for consideration by the Congress

In our prior report to the Congress on the audit of the Mis-

souri River Basin Project, we expressed the opinion that the
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Federal. water ressources development program could be more effec-
tively administered 1f the Congress enacted legislation to provide
policies and criteria for determining (@) periods for repayment of
reimbursable construction costs, (@) rates of interest, and (3)
subsidies to nonpower programs.

In this connection i1t should be noted that the legislative au-
thorizations for some of the newer projects contain provisions re-
lating to these matters. For example, the Colorado River Storage
Project Act, approved April 11, 1956 (43 U.8.C., 620), provides spe-
cific maximum periods for repayment of reimbursable construction
costs, including irrigation subsidies, and also provides a method
for determining rates of interest at the Colorado River Storage

Project. \\F
We remain of the opinion that the Federal water resources de-

i,

velopment program could be more effectively administered if the f
Congress enacted legislation to provide policies and criteria for g
repayment of reimbursable construction costs of the Missouri River \

et

Basin Project.

-

—
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ELECTRIC. PLANT CONSTRUCTION AM) OPERATION
The Corps of Engineers and the Bureau of Reclamation have

been authorized to construct hydroelectric power plants as a part
of the Missouri River Basin Project. Although by law the powsr
program Is gensrally subordinate to other purposes of multiple-
purpose developments, i1t has developed into a major activity, from
a construction and operating point of view, and it is also the
major revenue-producing program. Operation of power plants is gen-
erally governed by the need fbr storage and for releases of water
for other purposes, with the generation of hydroelectric ensrgy
being a product® derived from the water releases for the other pur-
poses. A part of the power generated is used for pumping water
for 1rrigation and municipal water supply purposes.

The power program for the Missouri River Basin Project pra-
vides For construction of 20 power plants with a total ultimate
installed capacity of 2,692,700 kilowatts (kxw). The status of the
authorized hydroelectric power plant congtruction program at
June 30, 1960, is summarized as follows:!

Ultimate
Number  Number oOF installed
of generating capaci
Status of plants plants units (kilowatts)
In operation . 9 28 871,200
UndeK co?st uction
N operatlon - 4 240, 000
New plants ) % 17 1, 111 000
Authorized for construction _O 22 _ 470,500
20 VAR 2.692.700
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Included as authorized for construction is the Yellowtail Dam
and Reservoir of the Bureau of Reclamation, The prime contract
for constructing this dam and power plant was awarded in April
1961, This unit includes a power plant with an installed capacity
of 200,000kilowatts, The site of the Yellowtail Dam and Reser-
voir is located on Crow Indian lands, and the initiation of con-
struction was delayed because the necessary rights of way had not
been secured from the Crow Tribe. The act of July 15, 1958
(72 Stat, 361), authorized transfer in the Treasury of the United
States to the credit of the Crow Tribe of Indfans, Montana, the
sum of $2,500,000 for the acquisition of the necessary rights of
way, The act also provided that the Crow Tribe could go to court
for a determination as to whether an additional amount should be
paid. The Crow Tribe has filed suit against the United States for
an additional $5,000,000. At June 30, 1961, the suit had not been
brought to trial.

GENERATING PLANTS 1IN OPERATION
AND UNDER CONSTRUCTTON

At June 30, 1960, 9 power plants with 28 generating units
were in operation as part of the Missouri River Basin Projeot.
Pertinent information relating to these completed plants follows.
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Agency responsible
for construction and
operation, and plant

guresu OF Reclamation:
Angostura
Boysen
Canyon Ferry
Glendo
Kortes

Total , Bureau of
Reclamation

Corps of Engineers:
Fort Peck
Fort Randall
Garrison
Gavins Point

Total ,Corps of
Engineers

Total Missouri River

Basin Project

Initial Number oF
operation of generating
first units units

1951 1
1952 2
1953 3
1958 2
1950 3

11
1943 3
1954 8
1956 3
1956 3

17

28

Installed
capacit

(kilowatts)

1,200
15,000
50,000
2l,000

—

126, 200

- 85,000
320,000
240,000
100,000

745,000

871,200

During the period July 1, 1956, to June 30, 1960, SiX generat-

ing units were placed In operation, increasing the installed ca-
pacity by 204,000kilowatts,

Generating |
unit number capacit
deglignation

Plant

Garrison (Corps)
Gavins Point (Corps)

Glendo (Bureau)

3

1
2
3
1
2

Information on these units follows.

Installed i
¥ In service
kilowatts) date
80,000 August 1956
%%33%% September 1956
, October 1956
339333 January 1957
12,000 December 1958
12,000 April 1959

At June 30, 1960, thee new power plants having a planned ul-
timate installed capacity of 1,111,060kilowatts Were under con-

struction,

Also under construction were additional. generating

units totaling 80,000kilowatts snd 160,000 kilowatts at Fort Peck

33



and Garrison, respectively. Data on the generating units under

construction follows.

Estimated
initial _
operation Ultimate Installed
of first number capacity
Agency and plant unit of units (kilowatts)
Bureau of Reclamations
Fremont Canyon 1960 =2 48.000
Corps of Engineers:
Oahe 1962 % 595,000
Big.Bend _ i 1964 468,000
Additional capacity:
Fort Peck 2 80,000
Garrison -2 __ 160,000
Total, Corps of
Engineers 19 1.303.000
Total 21 1,351,000

The foregoing power plants ace all considered as parts of the
Missouri River Basin Project. In addition, the Bureau of Reclama-
tion has constructed and is operating the following power plants

at other individually authorized.projects in the Missouri River

b aSin )
Number  Number of Installed
of generat- capacity
Project plants ing units (kilowatts)
Colorado-Big Thompson 6 183,950
Kendrick J P 2 1% 6%2460
Riverton 1 2 1,600
Shoshone 2 L 10,600
North Platte 1 2 1. 800
12 24 26 0

As discussed in the following section, power generated at
these projects i1s integrated with power generated at Missouri
River Basin Project power plants and the combined generation®is

marketed on a system basis,
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POMER-MARKETING OPERATIONS

The Bureau of Reclamation is the marketing agent for Federal
hydroelectric power generated in the Missouri River basin., The
marketing operation is performed on a system basis for power gener-
ated at Corps of Engineers and Bureau of Reclamation power plants
which are a part of the Missouri River Basin Project and at other
Bureau of Reclamation power plants at the individually authorized
projects listed above.

Transmission facilfties

To enable marketing of power not needed for project opera-
tions, the Bureau constructs, operates, and maintains transmission
lines, switchyards, and substations for transmitting power to load
centers. At June 30, 1960, the Bureau was operating about
6,800 miles of transmission lines and 182 switchyards and substa-
tions in the Missouri River basin. The Bureau's investment in
transmission facilities totaled about $181,300,000, consisting of
plant in service ($160,700,000) and under construction
($20,600,000). About $130,500,000 of the investment represents
costs charged to the Missouri River Basin Project; about
$50,800,000 represents costs charged to individually authorized
projects. The Bureau of Reclamation estimates that the ultimate
cost of transmission facilities of the Missouri River Basin Proj-
ect will be about $342,000,000.

Marketing _areas

Marketing areas, called the western and eastern divisions,

have been established for marketing the energy generated by
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Federal hydroelectric power plants in the Missouri River basin.
The marketing areas are based on geographic boundaries, and energy
from plants in each area is generally marketed within that area.
In the western division, Bureau power plants, including power
plants at the separately authorized reclamation projects in Wyo-
ming, Colorado, and western Nebraska, are operated as an inte-
grated system. The eastern division is comprised of Montana east
of the divide, North and South Dakota, central and eastern Ne-
braska, western Minnesota, and western lowa. The Federal power
plants in the eastern division, except Angostura, are intercon-
netted either by federally owned transmission lines or by use of
non-Federal transmission lines under contracts with private elec-
tric utility companies in the area. Use of the transmission lines
of private companies under these arrangements is known as wheeling,

Marketing policies are similar for both divisions, but there
are distinguishing characteristics between the two divisions. The
more important of these characteristics are:

1. The eastern and western divisions use different rate sched-
ules for the sale of firm power,! The western division received
an average return on firm sales of about 6.47 mills per kilowatt-
hour (kxwh) and the eastern division received about 4.34 mills per

kwh during fiscal year 1960.

‘Generally, firm power (energy) is continuously available to meet
a customer's load requirements; nonfirm power is classified as
s%clondary or dump power based upon the period of time 1t is avail-
able.
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2. Firm power capability in the western division is adequate
to meet the requirements of preference customers; firm power capa-
bility is not sufficient in the eastern division for preference
customers?' needs.

3. The power plants in the western division generate and mar-
ket power as an integrated system through an interconnecting net-
work of transmission lines. The plants in the eastern division
operate as an integrated system but the Canyon Ferry and Angostura
plants are not interconnected with the system by Federal transmis-
sion lines.

At June 30, 1960, both the western and eastern divisions were
operating under the revised operating rules which were announced
publicly on January 25, 1954, and were explained in our report to
the Congress dated August 1, 1957.

Additional power will become available in the eastern divi-
sion with the completion of the Oahe power plant;, the second power
plant at Fort Peck, and two additional units at Garrison Dam

The Bureau of Reclamation has determined that, with the addi-
tional generating capacity, a total of 990,000 kilowatts of firm
power will be available by 1965 for allocation to the'preference
customers in the eastern division marketing area. The amount of
firm power applied for by the preference customers in their 1957
applications was substantially in excess of the 990,000 kilowatts
available. The requests for firm power for the year 1963, after
adjustment for load duplication and loads outside the marketing
area, totaled 1,170,722 kilowatts.
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The Committee on Study of Allocation of Missouri River Basin
Power appointed by the Secretary of the Interior recommended in
its report of September 1%, 1959, that the available firm power
be allocated on the smaller of the two following bases:

1. The allotment requested by the applicant for the year 1963.

2. The estimated 1963-64 winter peak load reduced by:

gl. tgg%sdglﬁgslfgélgﬂz'marketing area.

The application of this formula results in an allotment of
83 percent of the lesser base.

A allocation of available firm power to preference customers
in accordance with the recommended formula was prepared by the Bu-
reau of Reclamation and was approved by the Secretary of the In-
terior on November 27, 1959.

Subsequent to June 30, 1960, the Bureau entered into negotia-

, tions with public utility companies for additional power to serve

the needs of preference customers through 1963,

Inteqrated operation of Bureau power plants
1N tﬁe western _division

A extensive Federal transmission system has been constructed
by the Bureau of Reclamation in the western division interconnect-
ing three units (Kortes, Glendo, and Boysen) of the Missouri River
Basin Project and the separately authorized Colorado-Big Thompson,
North Platte, Kendrick, Riverton, and Shoshone projects.

The interconnection of these facilities makes 1t possible and
logical to operate the power plants and transmission system as an

integrated power pool. The power generated by individual plants
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loses its identity when it enters the transmission system,, The
power pool is used for supplying energy to the system's customers.
By operating the western division as an integrated system, over-
all benefits are realized by minimizing transmission losses,
achieving meximum generation from the available water for all
plants, and providing energy for eligible customers located within
transmission distance of the system. This integration has allowed
the Bureau to consolidate the marketing of power from all projects
under one marketing agent with only one set of standard power
rates.

Energy generated and available for sale at individual power
projects in the western division for the fiscal year ended June 30,

1960, follows :

] Generation in
Project kilowatt-hours

(000 omitted)

Missouri River Basin Projects

i
ortes s

Glendo _71,572 273,315

Colorado-Big Thompson 715,092

Kendrick P 2423443

Riverton 14,81C

Shoshone 77 »30¢€
North Platte 20,62€ 1.077.281
Total 1,350,596

Association of power Plants
In the eastern division

There were six Federal power plants in operation. during the
fiscal years 1959 and 1960 in the eastern division of the Missouri
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River basin. The energy generated and available for sale during
the period at each of these plants follows:

Generatien in
kilowatt-hours

Plant 1999 1960
(000 omitted)

Bureau of Reclamation:

Angostura 2,135 12
Canyon Ferry 283,710 167,157
Total, Bureau 285,845 167,169

Corps of Engineers: _
Fort Randall, Gavins Point,

and_Garrison 2,934,589 27’73‘2,79E
Fort Peck 639,929 706,25
Total, Corps 3.974,518 3,439,049

Total,eastern division 3,860,363 3,606,218

The decreased generation in 1960 wes due to decreased sales
of nonfirm energy at Canyon Ferry and in the eastern area. Sales
of dump energy at Canyon Ferry were reduced because 1960 was a
high water year which reduced the need of the only customer for
dump energy. In the eastern area flood conditions on the Missouri
River below Gavins Point in the spring of 1960 precluded the re-
lease of water above the normal streamflow. This condition re-
duced the amount of nonfirm energy available for sale during a pe-
riod of several months.

While the western division is physically integrated, the east-
ern division is physically split into two areas with three systems:

1. The western area of the eastern division comprises the
Canyon Ferry plant and one unit of the Fort Peck plant.

2. The eastern area of the eastern division comprises the
Garrison, Fort Randall, and Gavins Point plants and two
units of the Fort Peck plant.
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Transformer and other equipment limitations in the Fort Peck
switchyard have precluded the transfer of surplus power in:the
western area to the eastern area. The Bureau expects that new fa-
cilities being installed at Fort Peck will permit the connection
of the two areas by the spring of 1962,

3. The third system_consists of the Angostura power plant,
While AngoStura is_located within the eastern area of the
eastern division, 1t 1S not seryed. by Bureau of Reclama-
tion transmission facilities.

Although the above described physical division exists, the
power operations are financially integrated into .one system, For
accounting purposes, the eastern division is divided into the Mis~
souri River Basin Project and the Fort Peck Project with each
being accounted for separately.

Marketing of enerqy from Canyon Ferry

The marketing of energy from Canyon Ferry during fiscal year
1959 and previous years consisted primarily of sales to the Mo
tana Power Company at durp rates (2.5 mills). A large block of
this energy was firm energy. Canyon Ferry is not served by Bureau
transmission facilities, Energy generated at Canyon Ferry gener-
ally has been sold either to the Montana Power Company orF to the
Fort Peck plant by wheeling energy over the transmission facili-
ties of the Montana Power Company. The execution of a contract In
1956 for delivery of firm energy to the Montana Power Company and
for delivery to rural cooperatives in 1960 has succeeded in sell-
ing a large portion of Canyon Ferry generation at firm rates as
illustratedx
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Canvon Ferrv sales 1n kilowatt-hours

Fiscal _Bégmanam._ Interde- Rural co-
year Total Zump Eum partmental operatives
1955 233,457,386 232,044,526 - 1,412,860 -

’100% 39.4% - 0.6% -

1958 283,037,937 212,816,558 65,028,451 5,192,928 -
"100% 5,24 ’53.0% ""1.8%

1960 182,175,815 ‘59A709 586 87,750,395 5,265,390 29,450,444
1004 35.8% "48.27 2007 T '16.13

The above table excludes interproject sales from Canyon Ferry
to Fort Peck. The reduction in total sales in fiscal year 1960
was due to high water conditions on the Missouri River which re-
duced Montana Power Company's need for dump energy. The physical
integration of the eastern and western areas of the eastern divi-
si-on in 1962 will permit further utilization of the firm capabil-

ity of the Canyon Ferry plant.

Marketing of energy from
Angostura power plant

The Angostura power plant, located in southwestern South Da-
kota, has an installed capacity of 1,200 Kilowatts, The plant 1s
not served by Bureau of Reclamation transmission facilities. Most
of the energy generated is sold to the Black Hills Power and Eight
Company, a privately owned electric utility company which has
transmission facilities that are connected with the plant, The
average rate return for energy sales made to this company during

the past 6 years has been as follows:
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Average rate

(mills ﬁ
Fiscal year  kilowatt-hour)
19 4,27
1955' L, Hg
1957
1920 f‘w”é
1560 424

After considering transmission expenses, the above rates com-
pare favorably with the average rates received from eastern divi-

sion energy sales.
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EINANCIAL RESULT POWER OPERATION

The financial results of power operations of the Missouri
River Basin Project for fiscal year 1960, based upon the account-
ing records of the Bureau of Reclamation and the Corps of Engi-
neers, are summarized. below.

i Eastern Western
Combined division division

Operating revenues: _
Sales of electric energy to

others $21,248 258 $12,992,231 256,027
Rents and other revenues 1;0';‘%8.091 # 388501 S'8’668’ 150
Total operating reve-
nues 22,301,349 K377,172 8,924,177
Allocation of revenues to
other projects 5,934,784 - 5,934,784

Net operating revenues 16,766,565 13,377.172 3:38%.393

Operating revenue deductions:

Purchased power i 360,779 6,881 353,898
Production, operation, and 52. 150 87 ol Lok 265
maintenance expenses 1,982 1,737,989 94,2
Transmission expgnses 3,368,719 2,125,053 1,243,666

Administrative, sales, and
general expenses 1,194 9721 618,284 576,437

ProwsmP for depreciation

r.r ment. 0

Crgdltgptgcgpgrgtlons 71{%31%{{ =1 ’1@4 33?’473

Total operating revenue
deductions 4,520,241 11.819,502 2,700,739

Excess of operating revenues

over operating revenue deduc-

tions 2.246.32% 1,597,670 633.6A4

Less:
Interest expense on the Fed-

NoRBPErARYES tift8me, net  120038:38% 10,710, 1,291,857
12,036,801 10,74%4%.94h  1.201.857

Excess of deductions
over revenues, fis-
cal year 1960 $ 9,790,477 % 9.187.27% $_ 603,203
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The opinion of the General Accounting Office on the financial
statements appears on pages 5 and 57.

Financial statements on power operations are included in
schedules 2 and 3 on pages 60 and 61 of this report.

The amount of $9,790,477, shown as excess of deductions over
revenues for fiscal year 1960, was obtained by combining the finan-
cial records of the Bureau of Reclamation and the Corps of Engi-
neers. On pages 16 to 21 and 56, we comment on the principal ac-
counting deficiencies requiring corrective action by the agencies
before the financial statements can fairly indicate the financial

results of power operations.

ENERGY PRODUCTION AND DISPOSITION
Energy generated, purchased, and interchanged, jng its dispo-
sition for all projects iIn the Missouri River basin during fiscal

year 1960 are summarized below.

In kilowatt-hours
Division

Combined Weatery Bastern
; (000 omitted)
Enei’gy g_enerated at Bureau of Reclamation power
P -Missouri River Basin Project 445 ols 276,540 168,705
Individual ly authorized projects 1,083,728 1,083,728 -
Total energy generated at Bureau plants 1,528,973 1,360,263 168,705
Energy generatsd at Corps of Engineers pover plants 3,535, 85% - 3,535,854
Purchased enert P B 9 PO P ’ ga;mk . 83,136 123 ’968
Enzrgy, rom Interchange with other systems 156,021 52,333 103,688
Total input S.304.62 1.499,757 3,809,215
Deduct: .
Energy for plant use: _
Cgreau ofEReglamatlon %89 958 9,671 % 287
. of Engineers xa52) - X
.Interc-géarlmen Isales 28,251 21,871 6’%’%
Interchange energy to others 110, 2Lk 42,937 ,307
Transmission and other losses 46k, 43 130,133 3R
Interproject sales i7 -2-22
Total dedustions _ 128956 222537 308,379
Sales or electric energy to others 4,575,988 1.273.150 3,302,836

CUSTOMERS SERVED
Sales OF electric energy by the Bureau for the fiscal year

1960 tothe.warious classes of customers are presented in the fol-

lowing summary.
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Class
of
customer

Electric utilities.
State agencies
Municipal utilities
Cooperative utilities.
Public authorities

Commercial and indus-
trial

All other sales
Sale of electric
energy to others
(note a)

Interproject sales
(note ¢)

Total sales

amounts are net after allowances and discounts.

Total
number
of
cus-

tomers

14

98

Br 25

342

8 |5

Missouri River basin.sales ~ fiscal year 1960

Total Eirm Nonfirm
Average ; Average Average
Thousands rate per Thousands rate per Thousands rate per
of kilowatt- of kilowatt- _ O kilowatt-
kilowatt- Dollar hour kilowatt- Dollar hour ki lowatt- Dollar hour
" hours amounts (mills) hours amounts (mills) hours amounts (mills)
962,597 $ 3,649,634 3.79 264,431 $ 1,768,072 6.69 698,166  $1,881,562 2.70
493,524 - 1,821,525 3.9 463,865 1,753,800 3.78 29,659 67,725 2.28
708,024 3,694,474 5.2 645,341 3,492,222 5.41 62,683 202 252 3.23
2,245 J14 11,807,538 4.99 2,189,693 11,023,931 5.03 56,021 183.607 3.28
101,863 483,279 474 99,371 7l 713 478 2,402 8,566 3.44
61,807 372,344 6.02 59,679 365,331 6.12 2,128 7,013 3.30
2,457 14,839 804 2.457 11%_3839 6.04 - - -
4,575,986 21,2#3,633b 4.64 3,724,837 18,892,908 5.07 851,149 2,350,725 2.76
__ 25,597  __ 131,285 5.3  _ 25507  __ 131,285  5.13 - - -
4,601,583 $21,374,918 4.65 3,750,434 $19,024,193 5.07 851,149 $2,350,725 216

Prxeludes $4,625 for reconciling items between the Yearly Report of Power Operations and the financial statements.

®Excludes Corps of Engineers sales of 14,474 thousands of kilowatt-hours, amounting to $30,773.




Sales by the Bureau to electric utilities for fiscal year
1960 accounted for about 1/ percent of the revenues and about
21 percent of the energy delivered, compared with about 26 percent
of the revenues and about 32 percent of the energy delivered for
fiscal year 1959. Sales to preference customers (state agencies,
municipal utilities; cooperative utilities, and public authorities)
for fiscal year 1960 accounted for about 8l percent of the reve-
nues and about /8 percent of the energy delivered, compared with
about 73 percent of the revenues and about 67 percent of the
energy delivered for fiscal year 1959.

Service to preference customers

All power plants in the Missouri River basin operated by the
Corps of Engineers or the Bureau of Reclamation are subject to ei-
ther the Reclamation Project Act of 1939 (43 U.S.C. 485h(ec)), or
the Flood Control Act of 1944 (16T.8.C. 825s), or the Fort Peck
Project Act of 1938 (167U.s5.C. 833¢), which provide that, In dis-
posing of electric energy, preference and priority be given to pub-
lic bodies, cooperatives, and other nonprofit organizations.

The preference requirements in the Missouri River basin are
met by giving priority to applications of preferred customers.
Power i1n excess of the current needs of preferred customers is re-
served for them as a class but 'until needed by them i1t iIs sold m-
der interim contracts to other customers.

The Bureau's marketing criteria provide for dump energy Sales
to be made with the objective of obtaining the maximum revenue for

the Federal Government. Rate blocks have been created for this
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class of energy which begin at from 3.5 to 3.01 mills per kilowatt-
hour for the eastern division and from 4.5 to 4.01 per kilowatt-

hour for the western division. These rates decrease at intervals
of one half mill.

revenue from such sales from several classes of customers falls

The marketing criteria provide that, when the

within the same rate block, the preference in delivery of dump
energy will be given to the preference-class customer.

The major classes of energy sold to Missouri River basin cus-
tomers during fiscal year 1960 are summarized below.

Division
Total Western Eastern
Energy sales:
Thousand ki lowatt-hours 4,505,986 1,273,150 3,302,836
Percentage distribution:
Preference customers 77.6 .7 75.9
Nonpreference customers  22.4 17.3 24.3
Firm energy:
Thousand ki lowatt-hours 30724,837 1,273,150 _ 2,451,687
Percentage distribution:
Preference customers 91.3 .7 6.8
Nonfi Nonpreference customers 8.7 17.3 4.2
O OuSaRt ki lowatt-hours 851,149 - 851,149
Percentage distribution:
Preferﬁnce customers 17.7 - %g V4
Nonpreference customers 82.3 - 3
Sales to nonpreference customers

Energy sold to nonpreference customers in Fiscal year 1360 1is

summarized as follows:

Thousand ki lowatt—hours
of nonpr rence

ommercia

Private

and industrial

electric utilities customers
Dluision Total Firm NonTirm Firm Nonfirp
Western 220, 63;95 160,696 - 59,679 -
Eastern _804.029 103,735 £98.166 = 2,128
Total L.02%,h0% 264,431 BORI6S 59,679 2128
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The major portion of firm energy sales to nonpreference cus-
tomers was made in the western division. This division has suffi-
cient capability at the present time to meet the requirements of
preference customers within the division area and also to make
some Firm sales to nonpreference customers. Most of the eastern
division firm sales to nonpreference customers were made to the
Montana Power Company at Canyon Ferrys; there are no Federal trans-
mission facilities for delfvering power from this plant. This con-
tract with the Montana Power Company will terminate April 30, 1962. .

The sale of nonfirm energy is restricted by the Bureau to cus-
tomers having a sufficient alternative source of generation in the
event the nonfirm Federal energy is withdrawn. This limitation
precludes the purchase of nonfirm energy by many preference custom-—
ers:

The Bureau has contracted with several private utilities,
State agencies, and cooperatives to transmit energy over their
transmission systems to preference customers. Wheeling supple-
ments the Bureau's transmission system by transmitting Federal en-
ergy to many preference customers who otherwise would be 1nacces-
sible.

Principal wheeling contracts have been executed with large
public and private utilities, such as the Montana-Dakota Utilities
Co., Pacific Power and Light Company, Nebraska public Power System,
and East River Electric Power Cooperative, Inc,

It is the Bureau's policy i1n marketing firm power to absorb

wheeling charges up to 1 mill per kilowatt-hour plus losses of
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energy In the transmission of Federal energy over private lines to
customers. Charges and energy losses that exceed the limit which
the Bureau assumes are borne by the customers,

RATE SCHEDULES

Rates for the sale of power in the Missouri River basin are
established by the Secretary of the Interior under authority of
the Reclamation Project Act of 1939 (43 U.S.C. 485h), the Flood
Control Act of 1944 (@6 U.S.C. 825s), and the Fort Peck Project
Act of May 18, 1938 (16 U.5.¢. 8334d).

The Reclamation Project Act of 1939 governs for power units
of the Missouri River Basin Project and individually authorized
projects constructed by the Bureau of Reclamation, and section 9(c)
of this act provides as to power rates as follows:

wixx sgle of electric power *** shall be *** at such_

IR G e G A Kl

an appropriate share of the annual operation and mainte-

nance cost, interest on an appropriate_share of the con-

struction investment at_not less than 3 ﬁer centum per

ggggg,p?gge?ugr*?}her fixed charges as the Secretary
Section 5 of the Flood Control. Act of 1944+ and the Fort Peck Proj-
ect Act of May 18, 1938, provide for rate schedules to be drawn
having regard to the recovery of the cost of producing and trans-
mitting the electric energy, including the amortization of the cap-
ital Investment allocated to power over a reasonable period of
years. Rates for power 1n the Missouri River basin are designed
to result in average operating revenues of 5.5 mills per kilowatt-
hour for firm energy, 3.0 mills for nonfirm energy, and 2.5 mills

for irrigation pumping energy, before allowances and discounts.,
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The average opesating revenues In mills per Kilowatt-hour, by
class of energy, after allowances and discounts,are shown below:

Nomf. >% 2% 3a3 &
Irrigation pumping 2.55 2.53 2.50 2.50

The average rate charged for camp light and other uses was
about, 4+ mills per kilowatt-hour in fiscal year 1960.

Separate rate schedules apply for the eastern and western di-
visions, but the schedules are basically dike. They differ only
In respect to market area and sate levels®. The eastern division
offers lower rates because of i1ts bower development cost,

Four different kinds of wholesale service are furnished iIn
the Missouri River basin by the Bureau. These are termed (1) firm
power, (2) secondary energy, (3) dump energy, and (%) irrigation
and drainage pumping. The rate schedules for each of these serv-
ices normally underlie and limit the scope of contractual obliga-
tions. However, individual negotiation constitutes an essential
element in settling on the obligations finally assumed by the con-
tractor and the United States.
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ACCOUNTING POLICIES

The accounting system of the Corps of Engineers (Civil Func-
tions) has been approved by the Comptroller General. Accounts for
power operations are maintained, to the extent practicable, in ac-
cordance with the uniform system of accounts prescribed for public
utilities by the Federal Power Commission under the Federal Power
Act (16 USC. 825b). The Bureau of Reclamation's accounts are gen-
erally maintained on a similar basis except that the Bureau does
not record depreciation on its water resources projects. The Bu-
reau's accounting system has been approved by the Comptroller Gen-
eral subject to qualifications. The principal qualification re-
lates to the absence of depreciation accounting,

COST ACCOUNTING PRACTICES

The Corps of Engineers and the Bureau of Reclamation do not
record certain costs, applicable to their activities, of administra-~
tive and other services furnished by other Federal agencies. For
example, the Corps of Engineers has not recorded payments, amount-
ing to $7,500,000, made to Indian tribes by the Bureau of Indian
Affairs, Department of the Interior, resulting from the acquisi-
tion of land for the Corps Garrison Dam and Reservoir. Other Fed-
eral agency costs not recorded include amounts for rentals and
other services furnished without charge by the General Services Ad-
ministration and other Federal agencies and death and disability
claims on account of the Corps and Bureau employees paid by the Bu-

reau of Employees’ Compensation, Department of Labor.
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The administrative costs of the Office of the Chief of Engi-
neers and of division offices are paid from the appropriations to
the corps for general expenses(and are not distributed to construc-
tion, operation and maintenance, and other programs. Likewise,
the costs of the Commissioner's Office, Washington, D.C., a part
of the costs of the Commissioner’s Office, Denver, and a part of
the costs of the regional offices of the Bureau of Reclamation are
paid from an appropriation to the Bureau for general administra-
tive expenses and are not distributed to projects as costs because
these costs are nonreimbursable under the act of December 5, 192k,
as amended (43 U.S.C. 377).

Provisions for costs of accrued annual and sick leave of em-
gloyees are included in property costs and operating expenses by
the Corps of Engineers. Such provisions have not been made by the
Bureau of Reclamation, but the amounts of salaries and wages paid
to employees while on annual or sick leave are charged to property

or operating expense accounts.
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SCOPE OF AUDIT,

Our audit of hydroelectric power and related sctivities of
the Corps of Engineers (Civil Functions), Department of the Army,
and of the Bureau of Reclamation, Department of the Interior, in
the Missouri River Basin Project included reviews of activities
and selected examinations of financial transactions in the follow-
Ing manner:

1. We reviewed the basic laws authorizing the activities, and
the pertinent Legislative history, to ascertain the purposes of
the activities and their intended scope.

2. We ascertained the policies and. procedures adopted by the
Corps and the Bureau and exsmined iInto their adequacy and effec-
tiveness.

3. We examined selected transactions to the extent we deemed
appropriate with due regard to the.nature and volume of transac-
tions and the" effectiveness of internal control including internal
audits. Our examination OF transactionswas conducted at the
Omaha, Nabraska, district office OF the Corps of Engineers, at the
Billings, Montana (Region 6), and Denver, Colorado (Region 7), re-
gional: off"ices, and the Casper, Wyoming, and McCook, Nebraska,
project offices of the Bureau of Reclamation.

Our verification work -and the accompanying financial scate-
ments relate to 'the Missouri River Basin Project (including the
Fort Peck Project) of the Bureau of Reclamation and the Fort Peck,
Garrison, Oahe, Big Bend, Fort Randall, and Gavins Point projects
of the Corps of Engineers. For power rate and repayment studies
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and other purposes, these Bureau and Corps projects are considered
as parts of one comprehensive plan, which is referred to as the
Missouri River Basin Project. Other projects of the Corps of En-
gineers which are considered as part of the comprehensive Missouri
-River Basin Project, but do .not include power as a purpose, were

excluded from our verification work and the accompanying financial

statements.
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OPINION CF FINANCIAL STATEVENTS

The accompanying statement of assets and liabilities and
statements of power operations (schedules 1 through %) were pre-
pared by us from the accounts and records of the Corps of Engi-
neers and the Bureau of Reclamation.

In our opinion, the accompanying financial statements do not
present fairly the financial position at June 30, 1960, and the fi-
nancial results of power operations for the fiscal year then ended,
mainly because of the conditions set forth below, the full effect
of which 'cannot now be determined.

1. The Corps and the Bureau do not use comparable policies in
recording depreciation on plant and equipment. While the Corps
uses generally accepted depreciation accounting procedures, these
procedures were not applied consistently among projects. Except
for movable equipment and service facilities, the Bureau does not
record depreciation in its accounts.

2. Agreement has not been reached between the Corps of Engi-
neers and the Department of the Interior on the allocation of
power revenues to the Corps projects. Amourits deposited by the Bu-
reau of Reclamation for the account of the Corps have not been re-
corded in the Corps accounts or considered in the computations of
interest on the Federal investment in power.

3. Interest during construction has not been recorded In the
Bureau's accounting records. The Corps has not used consistent
procedures in computing interest on the Federal investment in the

several Missouri River.Basin Project facilities. Incorrect bases
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have been used by the Corps to compute interest on the Fort Peck
and Garrison facilities.

4. The Corps has not adjusted the prior years' depreciation
and interest expenses in accordance with the allocations to pur-
poses established by the 1958 firm construction cost allocation.
Also the Corps has not adjusted prior years™ interest expenses to
give effect to the recording of payments to States for leasing of
reservoir lands.

5. The Bureau and the Corps use different methods of allocat-

ing joint use operation and maintenance expenses.
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corps OF ENGINEERS (CIVIL

FUNCTIONS)

-

AND BUREAU OF RECLAMATION

HYDROELECTRIC POWER AND RELATED ACTIVITIES

MISSOURI RIVER BASIN PROJECT -{note 1)

STATEMENT OF ASSETS AND LIABILITIES
JUNE 30, 1960

ASS8BTs
Col of Bureau of
PLANT, PROPERTY, AND EQUIPVENT:
Plant_in service and under construction, in-
cluding INterest. during construction of

Seggégog 26|(i| :\ggeg depreciation ¥1,486,640,293 $957,613,691 $629,026,602
Aba.ndoned 2;1§74 {'nrQe& 3z’oper'ty 1,%,190775 -9 776 11392'?:9;5.
Other physical property 1067853 = 406,853

1,489,160,228 957,623,467 531,536,761
Less accumulated depreciation (hote 4) —114,021, 962 - . :

Plant, property, and equipment, net 135138 266 gaiona 73 531,004 507

EXAMINATIONS AND STSRVEYS, INCLUDING ADVANGE

PIANNING (note 53,032,578 - 53,932,578
CASH AND OTHER ASSETS:
Unexpended funds inUS Trea 22,817,376 6,758,104 16,05 2'72
Deposit funds i 51334:34 'z » 2,334,
BREOHPES FEEEPVABYPS for operation of fact1- 133,315 M 228,
MetEHi&ls and supplies 11§£’%1 - 1,15%:1%4
Prepayments and advances, principally to other
c1E2RETTERR VAgFRCIes 528,573 2280 526,321
Total eask and other assets — 29,237,080 6,842,900 22,394,183
OTHER DEBITS:k i
Other work in progress 12,971 ,
Transltional cg'vg? it costs @@;,ggs 3= ggg%
De erredfgrd ared receivables AZn ;213 0 517 gg%%g
Total other debits 2,176,148 43,049 2,133,090

Total assets 1,459,584,081 $850,920,604 $608,654, 367
The notes on pages 63 to 70 are an integral part of this statement

LIABILITIES

Corps of
Lomhined eer

Bureau or

mgs(smrrg OF 7.S. SoyERmMENE AND Accnmm
c:ongress:.onal appropruatlons net (note 6)

$1,525,622,846 $ 901,660,483 $623,562,363
Cost of p Service:  furnished by

41,003,500 4yaie, s
zn%’eresecé??{eﬂ%‘%‘ QQS‘CIMF‘?ES@B) 2197007,738  107;Bb:688  25:578: 516
1,787,382,092 1,108,672,124 683,709,968
Less;
SBunds returned to the u.s. Treasury
Ong.ﬂ %I% net coats of non-revenue- 120,377,709 3,459,718 117,517,951
producing operations —273,383,028____172, 297 313 1.085,725

294,360,737 17 021 118,60 6

Net investment of U.8. Government 1,493,021,355 927,915,103 565,106,252

Less accumulated excess of deductions over
revenues;

Power (schedule 2) 51,778,089 81,571,227 -29,793,1%
Water -398, = ~398,55¢
Miscellaneous and nonoperating =Di},124 —5bh, 13
Total excess of deductions over rev-
enues 50,835,407 81,971,227 30,735,820
Total 1,442,185,948 846,343,876 595,342,072
PAYMENT3 BY WATER USERS:
iter users' equity 10,150 - 10,150
Matured instal ments of fixed obligations
for use of facilities 1.250 = 1.259
Total payments by water users 11,409 = 11,409
CURRENT AND ACCRUED LYABILYITIES
Accounts e, including aocrued payroll
and contractors' earnings 10, 228, 40; 4,585,818 5,642,585
oOther current and accrued liabilities 1,401,2% - 1,401,216
Total current and accrued liabilities 11.629.619 4,585,818 7,043,801
ADVANCE COLLECTIONSAND OTHER DERERRED CREDITS 611 = 611,689
ACCUMULATED PROVISIONS FOR REPLACEMENTS (note10) 4,897,464, 4,897,464,
CONTRIBUTIONS IN AID OF PROJECT DEVELOPMENT AND
CONSTRUCTION 247,952 = 247,952
Totalwliabilities and investment of
U.S. Government $1.459,584,081 §_ 850,920,804 3608, 654,387

The opinien Of the General Accounting Office on these financial statements appears on pages56 and 57.
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CORPS OF ENGINEERS (CIVIL FunctIons) axp BUREAU OF RECLAMATION
HYDROELECTRIC POWER AND sLATED ACTIVITIES

MISSOURI RIVER BASIN PROJECT (note 1)

STATEMENT CF RESULTS OF POWER OPERATIONS
FOR FISCAL YEAR 1960
AND CUMULATIVE TO JU¥E 30, 1960

OPERATING REVENUES: _
Sales of electric e.ner%y'_ )

Private electric utilities,
State _agencies_
Municipal utilities
Cooperative utilities
Public authorities )
Commercial and industrial
Interprojeot
All other

Total sales of electric energy
Rents and other revenues
Total operating revenues

Less al Iocseltion of"revenues to other projects

(note 12
Net operating revenues

OPERATING REVENUE DEDUCTIONS:
Production expenses
Purchased power .
Transmission expenses

Customers®™ accounting and collecting expenses

Pawer-marketing expenses
Administrative and general expenses

Provision for replacements (note 1&3
" " depreciation "

Total operating revenue deductions
Less credits to epsrations
Net opsrating revenue deductions

E¢cEsS OF OPERATING REVENUES OVER OPERATING REVENUR

DEDUCTIONS

Lessy
Interest expense (note 8)

Nonoperating expense or income (=), net

EXCESS OF DEDUCTIONS OVER REVENUES, FISCAL YEAR 1960
EXCESS OF DEDUCTIONS OVER REVENUES TO JUNE 30, 1959

PRIOR YEAR ADJUSTMENTS*®

CUMULATIVE EXCESS ¢F. DEDUCTIONS OVER REVENUES TO

JUNE 30, 1960

SCHEDULE 2

_ Eagtesn Western
Combined Division Division
$ 2.422.222 $1,227,677
e RN
TG Binshe 56176
483,279 328,646 154,63
s g B
147823 z 1is 823
21,410,316 13,041,356 8,368,960,
—821.033 336,816 __ 555,217
22,301,3%9 13,377,172 8,924,177
553,784 5,534,784
16,766,565 13,372,172 3,389,393
1,982,150 787,84 194,265
360,779 L 61881 353,898
, 243, 2,125,088 1,243,666
145,697 66,19k
16,855 2,285 14,570
ok @
6 90256} 6-7%8.’714' 13,750
14,668425 11,967,686 2,700,739
_ 148,134 148,184 -
14,520,241 11.819.502 2.700.70
2,048,324 1,557,670 888,654
12,038,382 10,746 1,291,8
’ _1 m,l 17_125%15 ) -’ 57
12,036,801 10, 744, okl 1.291 857
9,790,477  $.9,187 074  $_ 603,203
41,987,926
314
$51, 7/8.080

The notes on pages 63 to 70 are an integral part of this statement.

Taﬂg %r}inion of the General Accounting OFfice on these financial statements appears on pages 56
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CORPS OF ENOINEERS (ClIVIL FUNCTIONS) AND BUREAU OF RECLAMATION
HYDROELECTRIC POWER AND RELATED ACTIVITIES
MISSOURI RIvER BASIN PROJECT (note 1)
STATEMENT OFRESULTS OF POWER OPERATIONS—EASTERN DIVISION
FOR FISCAL YEAR 1960
. Bureau of Reclamation
Corps 0f Engineers Missoury
Interproject Fort Peck Garrison Tort Randall Gaving roint Fort Peck River Basin
Total eliminations Project Project Project Project Project Project
OPERATING REVENUES:
Sales of electric energy:
Private electric utilities $ 2,422,272 $ - $ - $ - $ - $ - $ 283 $ %,%%,gﬁ%
State agencies. 1,776,441 - - - - - - s 119,
Municipal utilities 2,283, 17 - - - - - - 2,263,017
Cooperative utilities 6,194,842 - - - - - 602,470 5,592, 372
Public authorities 328,646 - - - - - 16,655 281,991
Commercial and industrial 7,013 - - - - - ~ 7,013
Project use and interproject sales 49,125 1,899,589 10,659 17,090 3,024 - 1,879,719 38,622
All other sales - ~- -, - - - - -
Total sales of electric energy 13,041,356 1,899,989 10,659 17,090 3,024 - 2,529,127 12,381,445
Rents and other revenues 335,816 - - - - - 6,035 329,781
Total operating revenues 13,377,172 1,899,989 10,659 17,090 3,024 - 2,535,162 12,711,226
OPERATING REVENUE DEDUCTIONS:
Production expenses 1,787,894 292,103 351,739 438,349 489,362 279,188 298,191 223,168
Purchased power 6,881 1,899,980 - - - 21,848 1,885,022
Transmisalon expenses . 2,125,053 - - - - - 438,808 1,686,245
Customers' accounting and collecting expenses 145,697 - - - - - 14,620 131,0
Power-marketing expenses 2,285 - - - - - - 2,285
Administrative and general expenses 470, 302 - 20,781 15,073 29,833 20,101 92,759 291,755
Provision for replacements note 10) 650,860 - - - - - 116,582 534,278
provision for depreciation [note 4) 6,778,714 - 477,703 2,792,341 2,734,251 774,419 - -
Total operating revenue deductions 11,967,686 2,192,092 850,223 3,245,763 3,253,446 1,073,708 082,808 4,753,830
1282 credits to operations 148,184 292,103 312,285 87,060 36,277 4,665 - -~
Net operatlng revenue deductions 11,819,502 1.899.989 537,938 3,158,703 3,217,169 1,069,043 982,808 4,753.830
EXCESS OF OPERATING REVENUES OVER OPERATING
REVENUE DEDUGTIONS 1,557,670 - ~527,279 -3,141613  —3,214,145 ~1,069,043 1,552,354 7,957,396
Less:
Interest expense .(note 8 10,746,528 - 535,076 2,912,077 3,489,627 941,988 233,546 2,634,211
Nonoperating expense or income (), net 1,581 = - -86 —1,459 -36 - -
10,74l olk - 535,076 2,911,991 3,488,168 941,952 233,546 2,634,211
EXCESS OF DEDUCTIONS OVER REVENUES, fiscal year
1960 Y $ 9,187,274 $ - $1,062,355 $6,053,604 $6,702,313 $2,010.995 —$1,318,808 $5,323,185

The notes on pages 63 to 70 are an integral part of this statement.

The opinion of the General Accounting Office on these financial statements appears on pages 6 and 57,
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CORPS OF ENGINEERS {crvir FUNCTIONS) AND BUREAU OF RECLAMATION
HYDROELECTRIC POWER avp RELATED ACTIVITIES

MISSOURI RIVER BASIN PROJECT (note 1)

STATEMENT SHOWING rrant IN SERVICE avD UNDER CONSTRUCTIONS
ACCTUMULATED DEPRECIATION, D RESERVE FOR REPLACEMENT
AT JUNE 30, 1960

Plant in service and under construction

nstruction _Undistributed
Plant In work in interest during
Agency and-plant service rogress construction Jotal
BUREAU OF RECLAMATION:
" Misgouri, K River i 4 1 - 512,282,464
ISpqopapftver basin $ 437,543,393 Y T oo $ 16'744138
Total, Bureau 449.814.607 79,211,995 - 529.026.602
CORPS CF ENGINEERS:
Fort Peck 144,575,015 18,992,114 630,339 164,197,468
Garrison 258,287,160 50,604 : 801 5,671,718 314,563,679
Fort Randall 199,281,833 692,194 6,838 199,980,865
Gaving Poilnt 48,908,402 7g8,004 8,745 49,625,151
Oé..be - 210,367,933 15:}459:237 225:8473170
Big Bend - . 3333614 65,744 3 399,358
Total, corps 651,052, 410 284,718,660 21,842,621 957,613,691
Total $L100867.017 ~  $363,930,655 21842621 $1486,640203

The notes on pages 63 to 70 are an integral. part of this Statement.
The opinion of the General accounting OFfice on these rinancial Statements appears on pages 56 and 57.

Accumulated Reserve for
depreciation replacement
$ 333,834 $4,361,550
108,400 35,914
442,234 4,897,464
62,680,406 -
23,925,865 -
23, 211,938 -
3,661,519 -
113,579,728 —
$114.023 962 $4,897,464
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CORPS OF ENGINEERS. (CIVIL FUNCTIONS)
AND BUREAU OF RECLAMATION
HYDROELECTRIC POWER AND RELATED ACTIVITIES
M1 R1 RIVER BASIN PROJECT
EXPLANATORY NOTES AND COMMENTS ON THE FINANCIAL STATEMENT
1. Basis for preparation

The financial statements include the amounts recorded by the
Corps of Engineers (Civil. Functions) for the Missouri River Main
Stem Reservoir System and by the Bureau of Reclamation for the
Missouri River Basin Project. Also included are the transactions
for the marketing operations of Fort Peck Project recorded in sepa-
rate accounts by the Bureau of Reclamation but considered by the
Bureau as part of the Missouri River Basin Project.

The Main Stem Reservoir System of the Corps of Engineers is a
coordinated system of 6 major multiple-purpose plants, including
power, located along 1,200 miles of the Missouri River from Montana
to Nebraska; namely, the Fort Peck, Garrison, Oahe, Big Bend, Fort
Randall, and Gavins Point plants. The Corps of Engineers con-
structed and operates the Fort Peck plant. The Bureau of Reclama-
tion constructed and operates the Fort Peck transmission lines and
markets power not needed in operation of the plant.

2. Plant in service and under construction

Costs for completed works and construction work in progress
are classified in the accounting records of the Corps of Engineers
and the Bureau of Reclamation as follows:
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Construction

) Completed work in
Combined warks DLOZIress

Corps of_Engineers:
Multiple-purpose
plant_ i $ 935,771,070 $ 651,052,410 $284,718,660
Undistributed In-
terest during -
construction 21.842.621 _ 21,842,621

Total ,Corps 957 613,691 671,052,410 306,561,281

Bureau of Reclamation:
Mult iple-purpose

plant 226,601,971 221,362,608 5,239,343
rrigation plant e n o 4948988
rrigation an ” 3 s )
O‘the|g p'antp %,’%&l 9’-!-.7074- - ’

Total ,Bureau 229,026,602 __449.814.607 _ 79,211,995
Total $1,486,6%0,293 $1,100,867,017$385,773 276
At June 30, 1960, jinterest during construction had been re-

corded by the Corps of Engineers in the total amount of

$72,609,260, of which $50,766,639 has been distributed to com-
pleted works and $21,8%+2,621 has not been distributed. Interest
during construction has not been recorded by the Bureau of Reclama-
tion.

Amounts for completed works and constructionwork in progress

are generally stated at acquisition cost to the respective agen-

Cles.

3. Service facilities, less
accumulated depreciation

(D

Service fTacilities consist of construction camps, cranes,

trucks, warehouses, and similar equipment and facilities used pri-
marily For carrying out construction activities. Depreciation is

provided on most of these assets and is distributed to construc-

tion work In progress and other cost accounts. 64



4. Accunmulated depreciation

Depreciation has been recorded by the Corps of Engineers
using the straight-line method with no salvage value based on the
estimated service life of each class of property including land
and relocation costs representing acquisition of rights only. A
maximum service life of 50 years has been established. Composite
depreciation rates contained in Bureau of Internal Revenue Bulle-
tin "F," or rates determined by engineering studies, were used for
Gavins Point and Fort Randall. Composite depreciation rates were
also used for Fort Peck and Garrison; however, for several ac-
counts there were significant differences in rates between proj-
ects for similar-type property.

Depreciation is recorded by the Bureau of Reclamation only on
construction facilities, movable equipment in plant-in-service ac-
counts, and certain other equipment. Electric facilities having
an estimated service life of less than 50 years are amortized
through a replacement provision allowance. See note 10.

5. Examinations and surveys
including advance planning

Funds appropriated to the Corps of Engineers for planning and
design in advance of actual construction are included as a part of
the property costs of the plants. Expenditures for such planning
and design at June 30, 1960, for the Corps plants included in this
report amounted to $667,866.

Investigation costs by the Bureau were incurred for formulat-
ing plans, preparing designs and specifications, and conducting
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preliminary studies prior to the appropriation of construction
funds for the particular plant. Investigation costs ldentifiable
to a specific facility are transferred to construction work-in-
progress when a construction allotment is made. Costs not yet

transferred are classified In the Bureau's records as follows:

Basin investigations $ 5,454,655
Project investigations 4,261,584
Missourl River basin investigations 34,193,016
Investigations on abandoned and
unprogramed works 9,123,323
Total $53,032,578

6. Congressional appropriations, net

Corps activities in the Missouri River basin are financed
through appropriations by the Congress. The allotments (net) by
the Office, Chief of Engineers,” for multiple-purpose plants, In-
cluding power, in the Missouri River basin, fiscal year 1960, from
the Public Works Appropriation Act, 1960 (73 Stat. 491), amounted
to $64,112,000 for construction and $2,258,000 for operation and
maintenance. To June 30, 1960, allotments (nhet) by the Corps of

Engineers for these plants were as follows:

Operagion
an
Plant combined Construction mailntenance
Fort _Peck $159,217 1 $151,706,168 $ 7,510 ,976
Garrison 286,650,240  284.231,700 24187540
Oahe 211,560 284 211,313,014 247 270
Fort Randall 191,933,100 88,279,600 3,653 ,500
Gavins Point 48,874,715 7,407,785 1,466,930
Total $901,660,483  $886,363,267 $15,297,216
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Appropriations to the Corps of Engineers (Civil Functions)
for construction, including advance planning, and for operation
and maintenance are available until expended.

Congressional appropriations (net) to the Bureau of Reclama-
tion have been allotted to the Missouri River Basin Project, In-

cluding the Fort Peck Project, as follows:

) Cumulative
Fiscal year to
Source and purpose 1960 (note a) June 30, 1960
Construction and_rehabilitation $34,115,982 $594. 037,204
Operation and maintenance 5,198,846 2,925,159

Congressional appropriations
(net) $39,314, 828 $623,962,363

@public Works Appropriation Act, 1960 (73 Stat. 494) .

Congressional appropriations (net) as shown above do not In-
clude appropriations to the continuing fund of the Fort Peck Proj-
ect amounting to $8,754,212at June 30, 1960. This amount repre-
sents appropriations from power revenues of the  Fort Peck Project
for operating and emergency expenses. Cumulative expenditures
from the continuing fund at June 30, 1960, totaled $3,388,927.

/. Cost of property and services furnished
By Gther Governient agencies. net

Costs of equipment, materials, supplies, and services trans-

ferred to or from other projects within the Corps of Engineers or

the Bureau of Reclamation, or other Federal or State agencies and
individuals without a transfer of funds are recorded by the Corps

and the Bureau as a part of the investment of the United States

Government.
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Corps transfers include preauthorization costs i1n the amount
of $667,866.

The cost of property and services transferred (net) to the Bu-

reau of Reclamation comprises:

Appropriation transfer warrants: )
Transfers from other Bureau projects
and other Government agencies $ 4,808,842
Noqéppgoprlatlon property transfers
net) :
Transfers from other Bureau projects $31,904,160
Transfers from other governmental

agencies 896,293 32,800,453
Total $37,669,295

8. Interest on the Federal investment

Amounts recorded by the Corps of Engineers as interest on the

Federal investment at June 30, 1960, have been allocated as fol-
lows:

Allocated to

Interest Qaerations of
during _ _ Power Nonpower
Total construction Combined programs programs

Fort Peck $ 80,696,544 $12,500,148 § 68,196,396 $ 5,153,660  $63,042,736
Gargison f;: 93:55; 38, 25,28 22,701,278 11,356,895 ML
Fort Randall 41,935,718 12,084,248 29,851,466 20,527,698 9,323,768
Gavins Point 6,711,674 2, 2&% 4,511,028 3,452,897 1,058,131
Big Bend 65,743 - = =

Total $197.869,428 $72,609.260 $125.260.168  $40,491,150 $84.769.018

The computations by the Corps of Engineers for interest during con-
struction were based on simple interest at 2.5 percent per annum
on accrued expenditures charged to construction accounts, Inter-
est charged to expense was computed at a rate of 2.5 percent based

on the unrecovered investment. Revenues from the sale of power

68



marketed by the Bureau of Reclamation have not been considered iIn
determining the unrecovered investment.

Interest amounting to $22,078,310 on the Federal investment
INn power has been recorded by the Bureau of Reclamation for the
Missouri River Basin Project. The Bureau computes interest at a
rate of 3 percent per annum on a base which included the valuation
of electric plant in actual service, plus the iInterest during con-
struction and prior years' repayment deficits. However, interest
during construction used iIn the above base is not recorded in the
accounting records.

9. Funds returned to the United States Treasury

Funds returned to the United States Treasury on the records
of the Corps of Engineers at June 30, 1960, for multiple-purpose
plants totaled $3,%59,718. These amounts consisted principally of
receipts from leasing of reservoir arsas.

Funds returned to the United States Treasury by the Bureau of
Reclamation as shown by the accounting records for the Missouri

River Basin Project, June 30, 1960, comprised:

Net funds re- Cumulative
turned fiscal to
year 1960 . June 30, 1960
Reclamation fund : i
Collections., exclusive of power
revenues $ 393.689
Power revenues 11.911.274
12,304,963
General fund: i
Power revenues, Fort Peck Project 1,770,000
Other power revenues from the
Missouri River Basin Project 8,586,400
Other collections =
10.356.400

Total funds returned to the .
U.S. Treasury $22,661,363




10. Accumulated provisions for replacements
Provisions for amounts that will be written off from electric

plant-in-service accounts as a result of replacements during the
repayment period have been made by the Bureau of Reclamation. At
June 30, 1960, these provisions, less charges, totaled $4,897,464.
11. not recor

As discussed on pages 52 and 53, nerther the Bureau nor the
Corps records certain costs incurred by other Federal agencies;
certain administrative costs of the Bureau and the Corps are not
distributed to power and other operating program accounting enti-
ties.
12. Allocation of revenues to other projects

The western division integrated power system consists of the
individual ly authorized Colorado-Big Thompson, Kendrick, Riverton,
North Platte, and Shoshone projects, and certain units of the
Missouri River Basin Project. Western division power revenues are
allocated to the individually authorized projects on a basis which
IS designed to meet the repayment requirements of those projects;
the remaining revenues are allocated to the Missouri River Basin

Project.
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