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WASHINGTON 21 
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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 yaws . 
1959 and 1960, 

The report includes a'matter for consideration by the @on- 
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'report to the Congress dated 
August 1, 1957. We a r e  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 Interiorb 

Sincerely yours , 

of the United States 

Enclosure 
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REPORT ON AUDIT 

- OF 

KPDROELECTRIC POWER AND RELATED ACTIVITIES 

MISSOURI RIVER BASIN PROJECT 

CORPS OF ENGINEERS (CIVIL FUNCTIORS) 

DEPBRTMENT OF TRE ARMY 

AND 

BUREAU OF RECLAMATION 

DEPARTMENT OF THE INTEZ3IOR 

- 

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. 

to the Budget and Accounting Act, 1921 (31  U.S.C. 5 3 ) ?  and the Ao- 

counting and Auditing Act of 1950 (31 U.S.C. 679, The scope of 

the audit work performed is described on page 54 of this report. 

This audit was made pursuant 

GENEBAL -COMMENTS 

The Missouri River basin consists of those parts of the 

States of Montana, Wyoming, North Dakota, South Dakota, Nebraska, 

Kansas, Colorado,.Missouri, Iowa, 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. 891). 
ect" is,used to identify Federal water resources development activ- 

The term. "Missouri River Basin Proj- 

ities conducted pursuant to the comprehensive plan. 

This report deals principally with the hydroelectria power .as- 

pects of the Missouri River Bash 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 n&erous 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 f lood 
4 

control facilities on the Missouri River and the flood control fa-. 

r oilities on tributary streams; the BuPeau 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. 

Reclamatibn also constructs power transmission lines and markets 

. The Bureau of 

the power not needed f o r  operation of the facilities. 

The construction cost of the Missouri River Basin Project ' 

when completed is estimated to total about $6 billion, of which 

about $4 billion has been allocated to irrigation, commercial 
power, and other purposes for which the l a w  requires repayment to 

the United States Treasury. 

pected to repay about 89 percent of all construction costs 

Commercial power revenues are ex- 

2 



allocated to reimbursable purposes, 

gram provides for the eonstruction of power plants with an ulti- 

mate installed capacity of about 2,7OO,OOO kelowatts, 

1960, the installed capacity at plants in operation totaled 

871,200 kilowatts and construction work was in progress on addi- 

tional facilities having a planned ultimate installed capacity of 

1,351,000 kilowatts. 

The hydroelectric power pro- 

At June 30, 

~ 

The activities of the Corps of Engineers in the Missour% 

River basin are carried out by district offices at Omaha, Mebraska, 

and Kansas City, Missouri, in the Missouri River Division headquar- 

tered at Omaha, Nebraska, The district offices of the Corps are 

operating offices headed by Army engineer officers, as district 

engineers, and generally carry aut both military and civil works 

activities within defined areas under the general d'lrection of di- 

vision engineers, 

Chief of Engineers, Washington, D.C. 

The division engineers are responsible to the 

The activities of the Bureau of Reclamation in the .Missouri 

River basin are 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 in the Commissioner 

of Reclamation under the supervision of the Assistant Secretary bf 

the Interior for Water and Power Development, 

. During the period covered by this report and at present the 

principal policy-making officials ~bf the 

activities discussed in this report were 

agencies carrying out the 

and are as follows: 
3 



Date appointed 

. 
Department of the Army3 

. Secretary of the Army: 

Chief af Engineers: 

Department of  the Interior3 

Wilber M, Brucker 
Elvis J. Stahr, Jr, 

Lieutenant General hnerson C, Itsehner 
Lieutenant General Walter R,'Wilson, Jr, 

Fred A. Seaton 
Stewart L. Udal1 

Fred G. Aandahl 
Kenneth Rolum 

Wilbur A. Dexheimer 
Floyd El. Dominy 

Secretary of the In te r io r% 

Assistant Secretary-Water and Power 
Development 3 

Commlssioner, Bureau of  Reclamation: 

June 8, 1956 
Jan. 21, 1961 

Feb. 10, 1953 
Jan, 30, 1961 

July ' I9 1953 
May 1, 1959 



1 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 

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

ommendations is summarized as follows: 

5 



I 

1. Need for firm allocation of construotion cos ts  
of multiple-purpose Drolects 

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 alhcated amounts ar.e principal factors con.= ... 

s-idered in 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. 

used in establishing rates for sale of  commercial power. Also,the 

The resulting allocated costs are 

laws seldom speeifically 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 in the making o r  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 future significant changes are made in the scope of 

the projects o r  the method o f  operation, in which case adjustments 

in the allocations of the costs may be justified. 
, .  6 
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Although legkslative 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 (I 

2, Need f o r  specific legislative authority 
for inclusion of the Fort Peek Project 
,as part of the Missouri 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 Missouri 

River Basin Project\ for deterrnining Missouri River Basta Project 

feasibility and repayment. 

In our,previous report to the Congress.on the audit of the 

Missouri River Basin Water Resources Development Progs'am, we recom- 

mended that, if the Bureau desired to continue to include the earn- 

ings to be derived from the Fort Peck Project inkdetermining 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 of' the Fort Peck 

Project in relation to over-all Missom1 River basin eoonornic stud- 

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



c 

c 

citations, the Department's opinion was that no congressional ac- 

tion was necessary. 

April 22, 1957, which express the Department's position on this 
matter, were printed in the Joint Hearings before the Committe.e on 

The letters dated November 26, 1956, and 

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 
in approvina rate schedules..not clear 

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 fkx- 

ing and apprdvihg rakes far the sale of pow6r from the units con- 

structed by the Corps of Engineers i n  the Missouri River basin un- 

der the Flood Control Act o f  l9&. 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 t o  be undertaken by the Secretary of the Interior 
under said plans shall be governed by the Federal Recla- 
mation Laws. ****I 

The Bureau of Reclamation has been exempted in reclamation 

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

sion. 

8 
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However, the Flood Control Act a l so  provided for gale of elec- 

tric power from projects, constructed by the Corps, in section 5,  
as follows: 

"Electric power and energy generated at reservoir praj- 
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. 

The Bureau of Reclamation considers section 5 of the act in- 
applicable t o  those facilities authorized for construction by the 

Oorps and by the Bureau in the Missouri River basin under sec- 

tion 9 of the act. 

applicable in establishing rate schedules For pawer produced by 

1 

The Bureau has interpreted section 9(c) t o  be 

these facilities. 

As stated in our.pridr.report,.the Congress may wish to clar- 
. .  

ify the ,role of the Federal Power! Commission 

schedules f o r  the sale of  power generated at 

Missouri River basin. 

I in approving rate 

\ Corps projects in the 

4. Lack of agreement on allocation 
of power'revenues between 
Corps o f  Eng'fneers and Bureau of Reclamatfon 

In our previous report to the Congress, we recommended that 
the Corps.of Engineers and the Bureau of' Reclamation negotiate 

agreement on'the amount of receipts from sale of power allocable 

t o  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 uqrepaid investment in power will not be COT- 

rect and the financial.results of power operations will not be ac- 

curately presented. 

9 



During fiscal year l95gs 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. 
4 

(See pI 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 t o  its plants. Therefore the 

revenues so allocated have not been recorded in the Corps records 

no2 taken into consideration in determining annual interest ex- 

pense on the unrepaid investment in Corps power plants. 

mile our current audit 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- 

* 

5 ated efforts should be made toward its early resolution. 

5. Leasing revenues returned to States. impro'perlg 
treated as reductions of Federal investment 

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.9,C. 701~-3) provides that 75 percent of such 
moneys received and deposited into the Treasury of the United 

States is to be paid t o  the State in which the lands are located. 

Under former Corps aocounting prooedures, the total of the 

revenues collected from lessees was recorded by the district of- 

fices as reduction of expenses f o r  operating and maintaining the 

facilities and as credits t o  construction costs,. However, amountdl 

10 



paid to States were not recorded in the project records, and opera- 
~ 

tion and maintenance and construction costs were understated by 

A the amounts of such payments. 

In our prior report we recommended that payments made o r  to 

be made to States from revenues f o r  leasing of reservoir lands, un- 

der the provisions of the Flood Control Act of 1941, be Pecorded 

in the accounts of the projects at district offices. 

Our recommendation W 8 S  adopted, and in December 1958 the 

CbieF of Ehgineers issued instructions for correcting p r i o r  years' 

accounts and established procedures ~ O P  recording paymente to 

States from lease revenues in project accounts at district offices, 

At June 30, 1960, payment.$ to States amount,lng to $2,195,553 had 
L 

been recorded in the accounts:for the multiple-purpose projects in- 

,. cluded in thiq report. 

J 6. Costs incurred bs Corps of EnRineers 
in preliminary invsstinations and surveys 
not includes in project costs 

Under former Corps accounting procedures, Cost6 incurred in 

conducting preliminary investigations and surveys of ppoposed proj- 

ects to determine the advisability of their constsuction were not 

included in total project costs. In our prior report we recom- 

rnended.that the Corps of Engineers (1) allooate an appropriate 

.. share of the oosts 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 
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determined to contribute direotly and wlthout duplication to the 

conatruction of the projects. 

On lipgust 25, 1958, the Corps issued inatructfons requiring 

preliminary investigation and survey costs t o  be budgeted f o l ~  RU- 

thoriaed projects or f o r  p ro j ec t  modifications for whioh it will 

or may be necessary to budget f o r  f l s c ~ l l  year 1960 and beyond. Un- 

deP these instructions, upon receipt of advahce design or conetruc- 

tion funds for a project or projeot modirication, the total cos t  

of the related study 1s charged to construction work in progress. 

Daring our current audit we noted that preliminary investigation 
arid survey costs are included in new ooqstructioh work. 

7. Misleading classification- r~f  praconstrucki~on. cos,ts 
,of Bureau of Reclamation as, 
construc.ti.an work in sromess 

Costs of surveys and investigations m e  classified by the Bu- 
reau of Reclamation as construction, work in progress in some in- 
stances although no physiaal. cone truotioh has taken place or is 

contemplated'in the near future, In our prior report we recorn- 

mended t o  the Secretary of the Interior and the Commissioner of 

Reclamation that, to provide accurate financial information, a11 

preconstruction Costs be retained in the general investigations am- 

counts until the year in which f'unde 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 $456,000 were improperly 
classified as construction work in progress at June.30, 1960. 

1 2  
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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. Financial integration of power operations 
in the western division of' 
the Missouri River basin power system 

The Bureau of Reclamation is operating the power facilities 
r --i 

i of the individually authorized Colorado-Big Thompson, Rendrick, 

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

facilities of the Missouri River Basin Project as an integrated 

power systemzeferred to as the western ------ division. 
sion power revenues are allooated to the individually authorized 

ccTlll's------ 

Western divb- 'I 

projects on a basis which is designed to meet the repayment re- 

quirements of those pro jects; 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. 

Our report included recommendations t o  the Secretary of the hte- 

rior regarding these matters. 

The Department of the Interior believes that specific 1 

tive authorization for the integrated power operations is not nec- 

essary because over the years complete disclosure to the Congress 

has been made of the initial plans and subsequent administrative 

stegs 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 diaclosure made to the Congress relating to 

the integrated power operations, and after f’urther consideration 

of the merits of the basis used to distribute revenues among proj- 

ects, we are not repeating our recommendations in this report. 

9.  ExDenditures at Fort Peck Project not 
subject to annual congressional amroval 

.. 

Revenues from the sale of electric energy at the port Peck 

Project, Montana, are available for operation and maintenance and 

emergency expenditures on a permanent basis wfthout annual appro- 

priation by the Congress. 

itures, principally for operations and maintenance, amounted to 

$916,182 and power revenue collections totaled $2,627,622. 
lative collections and expenditures of the continuing fund 

amounted to $21,428,844 and $8,388,927, respectively, at June 30, 
1960. 

In fiscal year 1960, the accrued expend- 

Cumu- 

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 f7md to defray emergency expenses and to in- 

Bure continuous operations. 



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, we are of the opinion that, if 
annual appropriationa were provided for operation and maintenance, 

the Congress could exercise closer control over operation of %he 

Fort Peck Project. 

10. 

t em 

Lack of clear presentation of power revenues 
applicable to Participating projects 
of western division 

Receipts from the sale of power by the integrated power sys- 

of' the western division are shown by the Bureau as funds re- 

turned t o  the United States Treasury by the Missouri. River Basin 

Project. 

ized 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 Btates Treasury. 

The share of revenues allocated to individually author- 

In our prior report we recommended to the Secretary af 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 t o  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 underexfstfng proce- 

dures. 

should show directly the funds returned to the Treasury for each 

project and, accordingly, we repeat our recommendation. 

We do not agree because we believe that the accounts 

15 



11.-Revenues from sale of power generated 
at Corps plants to be deposited into 
the Treasury as miscellaneous rec,eipts 

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 into thesTreasury 

of the United States as miscellaneous receipts rather than be de- 

posited t o  the credit of the Reclamation Fund. 

During fisoal year 1959, the Bureau of Reclamation developed 
procedures and principles which were ased to calculate the amounts 

to be deposited into the general find of the Trcleasury as reYerUleB 

from sale of power generated at Corps plants. Deposit,a to t t l l ing  

about $29,OOO,OOO were made into the general fund during fiscal 

yearsl959and 1960. 

of about $3,600,000 were required at June 38, 1960. 

cials advised us that the required additional deposits Were sched- 

Bureau records show that additional deposits 

Bureau offi- 

L 

uled to.be made during fiscal years 1961 and 1962. 

12. Certain accounting and financial policies, 
and practices not comp’arable 
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. However, until 

these agencies adopt comparable accounting and financial policies 

and practices and apply  them consis%ently, 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- 

neers and the Secretary of the Interior establish comparable ac- 

counting and financial policles and apply practices thereunder m i -  

formly and consistently with respect to :  
.- 

1. Allocation to power and nonpower purposes of joint ex- 
penses of operating and maintaining multiple-purpose proj- 
ects 

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

3. Computation and reoording of interest on the Federal in- 
vestment in oommercial power and municipal and industrial 
water supply facilities, 

Pr.ogress 'has been made in resolving some aspects of the p r o b  

lems involved, but the basic inconsistencies still exist. 

ample, on the Missouri River Basin Project: 

FOP ex- 

1. The Bureau of Reelahation allocates joint use operation 

- and maintenance expenses on the basis of current use OY the facili- 

ties whereas the Corps of Engineers allocates theae cos ts  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- 

ital cost allocation and that operation and maintenance expenses 

be allocated on the basis of the current use o f  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 reoords depreciation on plant in 

'service! however, it has not used uniform depreciation rates for 



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 commercfal power 

production i s  contrary to the principles and standards of account- 

ing prescribed for executive agencies by the Comp.tsoller General 

pursuant to law. The Budget and Accounting Procedures Act of' 19 50 

fixes responsibility on the head of each executive agency €'OP es- 

tablishing and maintaining systems of accounting which shal l  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 f o r  depreciation of 

Federal water resource projects having electric power operations, 

were clarified by Accounting Principles Memorandum No. 5 (issued 
, December 16, 1960, 2 GAO 1286) , which states8 

ffThe production and sale of electric power from 
many Federal water resource projects are revenue- 
producing operations which are substantial in she. Be-  
cause of the nature, size, importance, and public inter- 
est in such operations, financial reports on them should 
disclose fu l l y  the financial results in terms of rev- 
enues earned and all costs incurred. Since depreciation 
of fixed assets applicable to power operations is so sub- 
stantial in amount and in relation to total operating 
costs, it must be accounted f o r  and included in finan- 
cial reporb on electric power operations to make them 
f i l l y  informative to all users including management offi- 
cials, officials of other Government agencies, the Con- 
gress, and the publicc" 

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

cial reports which will clearly and fully disclose all significant 
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financial aspects of these water resource operations, and the re- 

.- 
la ted respons ib i l i t i es  of the Becretary o f  the In ter ior  under the 

law, we have strongly recommended that the Commissioner of RecZama- 

t i on  be instructed t o  revise the o f f i c i a l  accounting syatem of  the 

Bureau of  Reclamation t o  incorporate appropriate accounting f o r  de- 

preciation of fixed assete applicable t o  commercial power opera- 

t ions * 

In a l e t t e r  dated February 26., 196e!, the Secretary of the In- 

te r io r  informed us that -he ., is, now w i l l i n g . - t o  include depreciation 

charges i n  the accounts . .  and f inancial  statements of the power buy 

reaug covering tha t  p a r t  of the Fedep,al'. plant investment allocated 

, t o  power. 

promptly t o  o develop -pTocsdures fir biiinging depreciation charges 

in to  the a@&&kts of- -the. Bureau o s  Re61amation based on the bal- 

ances of plant .ac{O~n$,i, rather $ban. on individual un i t s  of 

property, and %hat..depreci&tion -ra ies  appl ihd  t o  each m 3 0 r  plant 

. a c c . o ~ t .  w@uXd ,be based- on. the' be'st Bvalllable information as t o  the 

. .  
. .  

. .  . .  

\ The Becretary advised us tha t ' ac t ion  would be taken 
. .  

> .  I 
. a .  , 

. . .  . .  

expectea s'eryi-be l i f e -  of the compo$&te group. He  s ta ted fur ther  
. ,  . .  ' .  

. that- 3f.: .ti,m$ .peqr&>ted%hese chargei3 . .  -would be ref lected i n  the Bu- 

reaut s '  fi.nanc.ia1 statements f o r  ,the f i s c a l  year ending June 30, 

1962 

3. The Bureau recoras in . teres t -8t  the r a t e  of 3 percent a 

year on  the :Bedera$ $nve.atment in  power. facilities. 

cord's ir i terest  a t  the r a t e  p f  2;5 percent a year on the en t i r e  Fed- 

The Corps re- 
, .  . 

, .  
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facilities. 

the Federal Investment have not been consistent among grojects. 

Procedures used by the Corps in computing.interest on 

Interest during construction is not recorded in the acoount- 

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 facilities. 

4. Th8 Corps has not adjusted prior years' depreciation and 

interest expenses in accordance with the 195'8 revised cost alloca- 

tions, Also, the Corps has not adjusted prior years' interest ex- 

penses t o  reflect the retroactive recording of payments to Btates 

for leasing of  reservoir lands, Adjustments for these types of 

changes have been made at Corps projeots located in other river 

hasins 

The Department and the Corps advised us that *hey are continu- 

ing their efforts toward developing mutually acceptable accounting 

policies and practices, The Corpa also advised us that it will ex- 

amine the accounting deficiencies which are largely internal in nap 

ture and make such adjustments as a m  practicable in advance of' an 

interagency agreementa 
- - - -  

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 'these matters, but we repeat our 

prior recommendation with respect to allocation of joint expenses 

20 



of operating and maintaining multiple-purpose projects, and comput- 

ing and recording interest on the Federal investmen% b camerctal  

power and municipal and industrial water supply facilities, and. 

urge that the agencies accelerate their efforts toward resolving 

these problems. 

T- 
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TENTATIVE ALLOCATION AND REPAYMENT OF TOTAL ESTlMPlTED 

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 it is responsible for constructing. Annually, the lat- 

est estimates are combined by the Bureau of Reclamation and shown 

in its 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 information 

shown in this section is based upon the data used in the prepara- 

tion of that study. 

TOTAL ESTIMATED CONSTRUCTION COSTS 
AND TENTATIVE ALLOCATION TO PURPOSES 

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

struction costs and %he tentative allocation of these costs to the 

various reimbursable and nonreimbursable purposes served. 

Bureau of Corps of 
Reclamation Engineers Total - 
(000 omitted) 

Reimbursable al locat ions t 
I r r iga t ion  
Commercial power 
Ehuliclpal water 
Fish and wi ld l i fe  
Recreation 
Invest igat ion costs  

$2,664,713 52,486 141 $ 178 572 
1,221,067 429 :207 791:860 

32,904 31,125 1,779 
10 10 

1,912 1,912 
77,504 77.504 A 

Total -3.998.110 3.025.899 972,211 

Nonreimbursable al locat ions:  
Flood control  and navigation 1,754,751 175,667 1,579,084 

7,214 
Fish and w i l d l i f e  
Recreation 
Ellsworth Air Base water supply 

77 331 77 331 
- .  

Total 1.842.665 256.367 1.586.298 

Total estimated construc- 
t ion  costs  $5.840.775 $3.282.266 $2.578. ?@ 

Note: On May 23, 1961, the Bureau of Reclamation issued an Average Rate and Re- 
payment Study dated January 1961, showin t o t a l  estimated construction 
costs of $6 090 469 000 an increase of $,249,964,000 over the estimate 
Included in'the.1966 s d d y .  
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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, 

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 

Also included is $32,449,000 representing 

$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 
Reservoir River 

Total System basin units 

(000 omitted) 
Reimbursable allocations: 

Irrigation $ 178,572 $ 160,100 8 18,472 

Municipal water 1,779 - 1,779 
Commercial power 791,860 791,860 - 

To tal 972,211 951,960 20,251 

Nonreimbursable allocationsr _ _  _ _  

Flood control and navigation 1,579,084 295,900 1,283,184 
Recreation 7 214 7,700 3,514 

Total 1 ? 586 ? 298 299,600 1,286,698 

Total estimated con- 
struction costs $2.558 + 5'09 $1?25'1?560 $1: 106? 949 
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The costs of most multiple-purpose facilities 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- justif iable-expenditure 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 t o  recreation were generally limited to 

specifkc 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- 

struct.ion is not included in the allocations to other project pur- 

poses. At Jwe 309 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. 

sisted of $957,613,700 for the Main Stem Reservoir System and 
$564,978,300 for other units in the Missouri River basin, 

The Corps costs con- 
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REPAYMENT OF CONSTRUCTION COSTS 
ALLOCATED TO REIMBURSABLE PURPOSES 

The following table shows the expecte'd sources of repayment 
-.. 

of construction costs of the Missouri River Basin Project allo- 

cated t o  reimbursable purposes a 

Amount Percent 

(000 omitted) 

Comercia1 power $3 564,416 89.2 

Municipal water 32: 904 ,8 
Irrigation 400,790 10.0 

Total repayment $3,998,110 100 e 0 - 
Note: Repayment data in the January 1961 Average Rate and Repay- 

.merit 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 cev- 

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 a 

Unfavorable developments in repayment aspects 
of Missouri 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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L. 

Significant increase in estimate of 
time required to renay reimbursable 
construction costs from power revenues 'l. -.- 

In recent years the estimated period of time required 

pay into the Treasury reimbursable construction cos t s  from power 

revenues of the Missouri River Basin Project has been increased 

significantly, 

bearing construction cost subsidy to irrigation is expected t o  be 

- =- 

< 

A s  a result, no repayment of the non-intere 

made until fiscal year 2027 and full repayment of reimbursable con- 

struction costs is not expected to be completed until fiscal year 

2093 0 

7 Authorizing legislation for the Missouri River Basin Project 

does not fix a specific period of time for repayment of either con- 

struction costs allocated to power or the construction c o s t  sub- 

sidy to irrigation which is to be repaid from power revenues. 

i % 

Id 
fn 

. 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 Bureau'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 pertindirt.. ~. 

data relating to the increases in the repayment period. 

I 

-.. -, k- 

Fiscal year repayment 
estimated to be completed 

Irrigation 
Year of To tal construction power 
study repayment cost subsidy investment 

1953 
1956 
1960 

2047 2047 2001 
2070 2068 2012 
2093 2090 2027 

Increase 1953-60. 46 year3 . 43 years 26 years 

The increases in the repayment period resul-t faom the compbs- 

ite .effect of several complex factors .which include changes in the 

'timing- of project additi-ons and c o s t  aliocation concepts, reduc- 

tions in anticipated repayment by irrigators, increases i'n con- 

s-kruction costs, and limitations on power production due t o  the 

near drought conditions that have existed for Several years. We 

have not attempted to analyze the effect of each factor. 

/-J _-- 

. .  

'The'43-year increase in 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 fpom revenues which could other- 

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

. ture of Federal funds generally has the effect of increasing 
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interest costs of the United States Treasuryd 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. 

1960 Average Rate and Repayment Study and the 3-percent interest 

However, using the estimates shown in the Bureau's 

rate that is applied to the unrepaid inv~estment in power, we esti- 

mate that interest costs borne by the Federal Government w i l l  be 

increased by more than 1 billion dollars because of the 43-year fn- 

crease in the period required to repay the irrigation construction 

cost subs-idy. 

No repayment of construction costs 
has 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 schedules 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. 

Rate and Repayment Studies, the Bureau reschedules the entire unre- 

paid balance each year for repayment during the remaining years of 

Instead, in the Average 
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the repayment period. The Bureau has taken the position that proj-  

ect repayment requirements are being met so long as its 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. 

scheduled repayment of construction costs amounted to $14,466,000. 

On this basis at June 30, 1959, the Missouri River Basin Project 

This computation shows that at June 30, 1959, 

was deficient in repayment by $24,068,000, consisting of 

$14,466,000 for construction costs, $7,690,000 for provision for 

replacement of facilities, and the $l,ql2,OOO deficit in repayment 

of interest. In evaluating the status of repayment, consideration 

must be given t o  (1) low water flows in past years with consequent 

low revenues, (2) development t i m e  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 resource$ development program could be more effec- 

tively administered if the Congress enacted legislation to provide 

policies and criteria for determining (1) periods for repayment of 

reimbursable construction costs, (2) rates of interest, and (3)  

subsidies to nonpowes programs I) 

In this connection it should be noted that the legislative au- 
thorizations for some 09 the newer projects contain provisions re- 

lating to these matters. For example, the Colorado River Storage 

Project Act, approved April 11, 1956 (43 U.S.C. 620) 

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 

provides spe- 

1 
J 

Project. 

I 
i 

i 

We remain of the opinion that the Federal water resources de- 

velopment program could be more effectively administered if the 

Congress enacted legislation to provide policies and criteria for 

repayment of reimbursable construction c o s t s  of the Missouri River 
Basin Project. 

i 1 
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ELECTRIC. PLANT.CONSTRUCTION AM) OPl3RATION 

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 powerr 

program is genepally subordinate to other purposes of multiple- 

purpose developments, it 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 energy 

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 irrigation 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 ( kw) .  

authorized hydroelectric power plant condtruction program at 

June 30, 1960, ' is summarized as follows3 

The status of the 

Ultimate 
Number Nwber of installed 
of generating capacity 

Status of Dlants plants units (kilowatts) 

In operation 9 
At plants in operation - 
New plants 3 

8 Authorized f o r  construction - 

Under construction: 
28 871,200 

4 
17 
22 - 

240 000 
1,111,000 

,470; 500 

_. 20 71 2,692,700 
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Included as authorized for construction is the Yellowtail Dam 

and Re'servoir of the Bureau of Realamation, 

for constructing this dam and power plant was awarded in April 

1961, 

The prime contract 

Thls unit includes a power plant with an installed capacity 

of 200,000 kilowatts, 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. 

(72 Stat, 361), authorized transfer in the Treasury of the United 

The act of July 15, 1958 

States to the credit of the Crow Tribe of Indfans, Montana, the 

sum of $2,5OO,OOO 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 tbe United States for 

an additional $5,000,000. At June 30, 1961, the suit had not been 
brought to trial. 

GENERATING PLANTS IN OPERATION 
AND UNDER CONSTRUCTION 

At June 30, 1960, 9 power plants with 28 generating units 

were in operation as part of the Mtssouri River Basin Projeot. 

Pertinent information relating to these completed plants fo l lows .  
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Agency responsible Ini t fa1 Number of Installed 
for construction and operation of generating capacity 
operation, and plant  first units units (kilowatts) 

Bureau of Reclamation: 
I 1,200 
2 15,000 
3 50 , 000 
2 24 000 

36,000 

Angostura 1951 
Boysen 1952 
Canyon Ferry 1953 
Glendo 1958 
Kortes 19 50 3. 

Total, Bureau of 
Reclamation 

Corps of Engineers: 
Fort Peck 
Fort Randall 
Garrison 
Gavins P-oint 

Total, Corps of 
Engineers 

Total, Missouri River 
Basin Project 

- 11 126 200 

3 ’ 85,000 

240,000 
100,000 

8 3 20,000 
1943 
1954 
19 56 3 
19.56 2 

28 === 871,200 - 
During the period July 1, 1956, to June 309 1960, six generat- 

i n g  units were placed in operation, increasing the installed @a- 

pacity by 204,000 kilowatts, Information on these units follows. 

Generating Installed 
unit number capacity In service 

Plant desfmatfon (kilowatts) date 

Garrison (Corps) 3 80,000 August 1956 
September 1956 Gavins Point (Corps) 1 33,333 

2 33,333 October 19 56 
33 9 333 January 1957 3 

2 12,000 April 1959 
Glendo (Bureau) 1 12,000 December 1958 

At June 30, 1960, thee new power plants having a planned ul- 

timate installed capacity of 1,111,060 kilowatts were under oon- 

struction. Also under constructton were additional. generating 

units totaling 80,000 kilowatts arad L60,OOO kilowatts at Fort Peck 

33 



and Garrison, respectively. Data on the generating units under 

construction follows. 

Agency and plant 

Bureau of Reclamations 
Fr emont Canyon 

Corps of Engineers: 
Oahe 
Big. Bend 

Additional capacity: 
Fort Peck 
Garrison 

Total ,  Corps of 
Engineers 

T o t a l  

Estimated 
initial 

operation Ultimate Installed 
of first number capacity 
unit of units (kilowatts) 

1960 - 2 48,000 

196 2 7 595,000 

2 80 000 

1964 8 468,000 

- 2 16O,000 

EL 1,303,000 

- 21 1, .3 51,OQO 
_c 

The foregoing power plants ace all considered as parts of th'e 

In addition, the Bureau of  Reolama- Missouri River Basin Projeet. 

tion has constructed and is operating the following power plants 

at other individually authorized. projects in the Missour1 River 

basin a 

,P ro  .i ec t 

Number Number of Installed 
Of generat - capacity 

plants ing units (kilowatts) 

Colorado-Big Thompson 6 11 183,950 
Kendr.ick , 2 5 

North Platte 7 

68,400 
1,600 

10,600 
,bq 800 

- - 12 - - 24 269,3 50 

1: Riverton 1 
Shoshone 2 

1 2 _. 

As discussed in the following section, power generated at 

these projects is 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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POWER- MARHET ING OPERATIONS 

The Bureau of Reclamation i s  the marketing agent fo r  Federal 

hydroelectric power generated i n  the Missouri River b a s h  

marketing operation is performed on a system basis fo r  power gener- 

ated a t  Corps of Engineers and Bureau of Reclamation power plants 

which are a p a r t  of the Missouri River Basin Project and a t  other 

Bureau of Reclamation power plants a t  the individually authorized 

The 

projects l i s t e d  above . 
Transmission f a c i l f t i e s  

To enable marketing of power not needed for project  opera- 

tions,  the Bureau constructs, operates, and maintains transmission 

l ines ,  switchyards, and substations fo r  transmitting power t o  load  

centers. A t  June 30, 1960, the Bureau was operating about 

6,800 miles of transmission l ines  and 182 switchyards and substa- 

tions i n  the Missouri River basin. The Bureau's investment f n  

transmission f a c i l i t i e s  totaled about $181,300,000, consisting of 

plant  i n  service ($160,700,000) and undeP construction 

($20,600,000). 

costs charged t o  the Missouri River Basin Project ;  about 

$50,800,000 represents costs charged t o  individually authorized 

projects.  The Bureau of  Reclamation estimates that  the ultimate 

cost o f  transmission f a c i l i t i e s  of the Missouri River Basin Proj- 

ec t  w i l l  be about $342,000,000. 

About $l3O,5OO,OOO of  the investment represents 

Marketing areas 

Marketing areas,  called the western and eastern divisions,  

have been established f o r  marketing the energy generated by 
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Federal hydroelectric power plants i n  the Missouri River basin. 

&e marketing areas are  based on geographic boundaries, and energy 

from plants i n  each area i s  generally marketed within tha t  areas 

In  the western division, Bureau power plants ,  including power 

plants a t  the separately authorized reclamation projects i n  Wyo- 

ming, Colorado, and western Nebraska, are operated as an inte-  

grated system. 

o f  the divid9, North and South Dakota, central  and eastern Ne- 

braska, western Minnesota, and western Iowa. The Federal power 

plants i n  the eastern divis'ion, except Angostura, are intercon- 

netted e i ther  by federally owned transmission l ines  o r  by use of 

The eastern division i s  comprised of Montana eas t  

\ 

non-Federal transmission lines under contracts w i t h  private elec- 

t r i c  u t i l i t y  companies i n  the area. 

of private companies under these arrangements is known as wheeling, 

Use of the transmission l ines  

Marketing policies a re  similar  f o r  both divisions,  but there 

a re  distinguishing character is t ics  between the two divisions. The 

more important of these character is t ics  are: 

1. The eastern and western divisions use different  r a t e  sched- 

ules  f o r  the sa le  o f  f i r m  power,' 

an average re turn on f i r m  sales o f  about 6.47 m i l l s  per kilowatt-  

hour (kwh) and the eastern division received about 4.34 mills per 

kwh during f i s c a l  year 1960. 

The western division received 

'Generally, f i r m  power (energy) i s  continuously available t o  meet 
a customer's load requirements; nonfirm power i s  c lass i f ied  as 
secondary o r  dump power based upon the period of time i t  i s  avail- 
able. 
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2. Firm power capabil i ty i n  the western division i s  adequate 

t o  meet the requirements of preference customers; f i r m  power capa- 

b i l i t y  i s  not suf f ic ien t  i n  the eastern division f o r  preference 

customers needs e 

3. The power plants i n  the western division generate and mar- 

ket  power as an integrated system through an interconnecting net- 

work o f  transmission l ines .  The plants i n  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 l ines.  

A t  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 i n  our r e p o r t  t o  

the Congress dated August 1, 1957. 
A d d i t i o m l  power w i l l  become available i n  the eastern divi- - 

sion with the completPon of the Oahe power plant;, the second power 

plant  a t  For t  Peck, and two additional uni t s  a t  Garrison Dam. 

The Bureau o f  Reclamation has determined tha t ,  w i t h  the addi-  

t iona l  generating capacity, a t o t a l  o f  990,000 ki lowat ts  of f i r m  

power w i l l  be available by 1965 f o r  al location t o  the'preference 

customers i n  the eastern division marketing area. The amount of 

f i r m  power applied f o r  by the preference customers i n  the i r  1957 
applications was substant ia l ly  i n  excess of the 990,000 kilowatts 

available. 

adjustment f o r  load duplication and loads outside the marketing 

area,  totaled 1,170,722 kilowatts. 

The requests f o r  f i r m  power f o r  the year 1963, a f t e r  
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The Committee on Study of Allocation of Missouri River Basin 

Power appointed by the Secretary o f  the In ter ior  recommended i n  

i t s  report of September 14, 1959, t ha t  the available f i r m  power 

be allocated on the smaller o f  the two following basesr 

1, The allotment requested by the applicant fo r  the year 1963. 

2. The estimated 1963-64 winter peak load reduced by: 
a. Load duplications. 
b. Loads outside the marketing area. 

The application of t h i s  formula sesul t s  i n  an allotment of 

83 percent of the lesser  base. 

An allocation of available f i r m  power t o  preference customers 

i n  accordance w i t h  the recommended formula was prepared by the Bu- ? 

reau of Reclamation and was approved by the Secretary of the In- 

te r io r  on November 27, 1959. 
~ 

Subsequent t o  June 30, 1960, the Bureau entered into  negotia- 

, t ions with public u t i l i t y  companies f o r  addit ional  power t o  serve 

the needs of preference customers through 1963. 

Integrated operation of  Bureau power plants  
i n  the western division 

An extensive Federal transmission system has been constructed 

by the Bureau of Reclamation i n  the western division interconnect- 

ing three uni ts  (Kor tes ,  Glendo, and Boysen) of the Missouri Rlverp 

Basin Project and the separately authorized Colorado-Big Thompson, 

North P la t t e ,  Kendrick, Riverton, and Shoshone projects.  

The interconnection of  these f a c i l i t i e s  makes i t  possible and 

logical  t o  operate the power plants and transmission system as an 

integrated power pool.  The power generated by individual plants 
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loses i t s  ident i ty  when i t  enters the transmission system,, The 

power pool  i s  used f o r  supplying energy t o  the system8s customers. 

By operating the western division as an integrated system, over- 

a l l  benefits are realized by minimizing transmission losses,  

achieving maximum generation from the available water for a l l  

plants,  and providing energy f o r  e l ig ib le  customers located within 

transmission distance of' the system. This integration has allawed 

the Bureau t o  consolidate the marketing of power from a l l  projects 

under one marketing agent with only one s e t  of standard power 

r a t e s  I 

Energy generated and available for sale a t  individual power 

projects i n  the western division for the f i s c a l  year ended June 309 

1960 , fo l lows  : 

Project  
Generation i n  
kilowatt-hours 

(000 omitted) 

Missouri River Basin Projects 
Boysen 49,054, 
Kortes 152,689 
Glendo Lz.Uz2 273,315 

Colorado- B i g  Thompson 
Kendri ck 
Riverton 
Shoshone 
North P la t t e  1,077,281 

Total 

Association of power Plants 
In  the eastern division 

1!350,596 

There were six Federal power plants i n  opesation.durtng the 

f i s c a l  years 1959 and 1960 in the eastern division of the Missouri 
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River basin. The energy generated and available f o r  sa le  during 

the period a t  each of  these plants follows: 

Generatimi i n  

Plant 

Bureau of Reclamation: 
Angostura 
Canyon Ferry 

kilowatt-hours 
19 59 1960 

(000 omitted) 

12 
167,157 

2,135 
283,710 

To ta l ,  Bureau 285,845 167,169 

Corps of Engineers: 
For t  Randall, Gavins Point,  

Fort Peck 6.39,9 29 706,25 
and Garrison 2,934,589 2,732,79: 

Total, Corps 5 - 5 7  4,518 3,439,049 
Tota1,eastern divis ion 3,860,363 3,606,218 

The decreased generation i n  1960 was due t o  decreased sales  

of nonfirm energy a t  Canyon Ferry and i n  the eastern area. 

o f  dump energy a t  Canyon Ferry were reduced because 1960 was a 

Sales 

high water year which reduced the need of the only customer f o r  

dump energy. 

River below Gavins Point i n  the spring of 1960 precluded the re- 

lease of w'ater above the normal streamflow. This condition re- 

In the eastern area flood conditions on the Missouri 

duced the amount of nonfirm energy available f o r  sa le  during a pe- 

r i o d  of several months. 

While the western division i s  physically integrated, the east- 

- ,  

ern division i s  physically s p l i t  in to  two areas w i t h  three systems8 

1. The western area of the eastern division comprises the 
Canyon Ferry plant  and. one u n i t  o f  the For t  Peck plant.  

2. The eastern area of the eastern division comprises the 
Garrison, Fort Randallsand Gavins Point plants and two 
un i t s  of the Fort Peck plant.  



Transformer and other equipment limftatiorxs i n  the F o r t  Peck 

switchyard have precluded the t ransfer  of surplus power i n  :the 

western area t o  the eastern area. The ]Bureau expects that  new fa- 

c i l i t i e s  being ins ta l led  a t  Fost Peck w i l l  permit the connection 

of the two areas by the spring of 19628 

3. The th i rd  system consists of the Angostura power plant ,  
While Angostura i s  located within the eastern area of the 
eastern division, it i s  not served.by Bureau of Reclama- 
t ion  transmission f a c i l i t i e s .  

Although the above described physical digision ex i s t s ,  the 

- power operations are  f inancial ly  integrated in to  .one system, Fo'r 

accounting purposes, the eastern division i s  divided into  the M%s- 

souri River Basin Project and\ the Fort Peck Project  with each 

being accounted f o r  separately. 

Marketing of energy from Canyon Ferry 

The marketing of energy from Canyon Ferry during f i s c a l  year 

1959 and previous years consisted primarily of sales  t o  the Mon- 

tana Power Company a t  dump ra tes  (2.5 mills) I A large block o f  

th is  energy was f i r m  energy. 

transmission f a c i l i t i e s ,  

Canyon Ferry i s  not served by Bureau 

Energy generated a t  Canyon Ferry gener- 

ally has been s o l d  e i the r  t o  the Montana Power Company OF t o  the 

Fort Peck plant by wheeling energy over the transmission f a c i l i -  

t i e s  o f  the Montana Power Company. 

1956 f o r  delivery o f  f i r m  energy t o  the Wontana Power Company and 

f o r  delivery t o  ru ra l  cooperatives i n  1960 has succeeded i n  s e l l-  

ing a large portion of Canyon Ferry generation a t  f i r m  r a t e s  as 

i l lus  tratedx 

The execution of a contract In 



Canyon Ferry sales i n  kilowatt-hours 
Fiscal  Montana Power Corn Interde- Rural co- 
year Total Dump - Firm partmental operatives 

1,412 860 * 

0 ..bp * 

me above table excludes interproject  sales from Canyon Ferry 

t o  For t  Peck. The reduction i n  t o t a l  sales i n  f i s c a l  year 1960 

was due t o  high water conditions on the Missouri River which re- 

duced Montana Power Company's need f o r  dump energy. The physical 

integration of the eastern and western areas of the eastern divi-  

si-on i n  1962 w i l l  permit fur ther  u t i l i za t ion  of the firm oapabil- 

i t y  of  the Canyon Ferry plant. 

Marketing of energy from 
Angostura power plant 

The Angostura power plant,  located in southwestern South Da- 

kota, has an instal led cgpacity of 1,200 kilowatts, The p l a n t , i s  

not served by Bureau of Reclamation transmission f ac i l i t i e s .  Most 

o f  the energy generated i s  s o l d  t o  the Black E i l l s  Rowero and E i g h t  

Company, a privately owned e lec t r i c  u t i l i t y  company which has 

transmission f a c i l i t i e s  tha! are connected with the plant,  The 

average ra te  return f o r  energy sales made t o  th is  company during 

the past 6 years has been as follows: 
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Average r a t e  
(mills p e r  

Pieseal gear kilowatt-hour) 

19 55 
19 56 
19 57 
19 58 
19 59 
19 60 

4,27 
4e49 
4.18 
4.37 
4.32 
4.44 

After consfderfng transmission expenses, the above r a t e s  com- 

pare favorably with the average ra tes  recelved from eastern dfvi- 

sion energy sales. 



FINANCIAL RESULTS OF POWER OPERATIONS 

-. 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. 

Eastern Western 
Combined division d ivi si on 

Sales of electric energy t o  
$21,248 258 $12,992,2 1 $8 256,027 2 ,668,150 Rents and other revenues 1.05.3.091 384.9 1 

Operating revenues: 

others 

T o t a l  operating reve- 
nues 22 9 301 , 349 l-3 9 377 9 172 8 9 924,177 

Allocation of revenues to 
other projects 5.53 4,784 - 5.514.784 
Net operating revenues 16.766,565 13,377 172 3.389.393 

L 

Operating revenue deductions: 
Purchased power 360,779 6,881 353,898 

maintenance expenses 1,9827 159 19 787,894 1949 265 
Transmission expenses 3 9348,719 2,125,053 19 243,666 

or replacement 797627047 79429,574 332,473 

Production, operation, and 

Administrative, sales, and 

Provision for depreciation 
general expenses 1 9  194 9 721 618,284 576,437 

Credits to operations -148,184 -148.184 - 
Total operating revenue 
deductions 14,520.241 11,819,502 2,700,739 

Excess of operating revenues 
over operating revenue deduc- 
tions 2,246.324 1,557. 670 688.6 54 

Less : 
Interest expense on the Fed- 
era1 investment 12,038 9382 10,746,525 1,291,857 Nonoperating income, net -1.581 -1 , 581 h 

12,036.801 10,744,944 1,291,857 
Excess of deductions 
over revenues, fis- 
cal year 1960 $ 9?79 0,477 @ 9,187,274 $ 603,203 
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The opinion of the General Accounting Office on the fihancial 

statements appears on pages 56 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 $99790,477, 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 comeat on the principal ac- 

counting deficiencies requiring corrective action by the agencies 

before the financial statements can fairly indicate 

9 results of power operations. 

ENERGY PRODUCTION AND DISPOSITION 
- Energy generated, purchased, and interchanged, 

4 sition for all projects in the Missouri River basin 

year 1960 are summarized below. 

? 

the financial 

and its dispo- 

during fiscal 

Energy generated at Bureau of Reclamation power 
plants: 

-Missouri River Basin Project 
Individually authorized projects 

Total energy generated at Bureau plants 

Ehergy gen'erated at Corps of Engineers pover plants 
Purchased energy 
Energy.from interchange with other systems 

Total input 

Deduct: 
Energy for p1an.t use: 

Bureau of Reclamation 
. Corps of Engineers 

.Interdepartmental sales 
Interchange energy to others 
Transmission and other losses 
Interproject sales 

Total dedubtions 

Sales of electric energy to others 

In kilowatt-hours 

Combined yestern - Eastern 

(000 omitted) 

Division 

1,528,973 1,360,268 '168,705 

5.304.952 1.495.732 3.809.215 

28 958 9,671 19 287 
79'053 79'053 
28:25l 2; 871 6:380 
110 244 423937 67,307 
464:485 130,133 334 $3 52 
17,975 
728.966 222.587 506.379 

4.575.986 1.273,150 3.702.876 

CUSTOMlRS SERVED 

Sales of electric energy by -the Bureau for the fiscal year 

1960 to'the.various 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- 

All other sales 

t r i a l  

Sale of electric 
energy to others 
(note a) 

kterproject sales 

Total sales 

(note c) 

Total 
number 
of 

tomers 
cus- 

14 

2 

98 
48 

37 

12 

2.s 

342 

16 

- 358 
- 
- 

Missouri River basln.sales - fiscal year 1960 
Total Nonf lnn  

Averme Average 
Thousands 

of 
Icilowatt- 
' hours 

962,597 

493,524 
708,024 

2 t 245 , 7l4 
101,863 

61,807 

2.457 

4,575 986 

25,59J 

4,601,583 

aAmounts are net after allowances and discounts. 

rate per 
kilowatt - 

hour 
(mills) 

3.79 
3.69 
5.22 

4.99 
4.74 

6.02 

- 6.04 

4.64 

5.13 
4.65 - 

Firm 
I Average 

Thousands 
Of 

kilowatt - 
hours 

264,431 

463,865 

645,341 

2,189,693 

- 

99, 371 

59 t 679 
2,457 

3,724,837 

25,597 

3,750,434 

rate per 
Mlowatt- 

hour 

6.69 

(mills) 

3.78 
5.41 

5-03 
4.78 

6.12 

6.04 - 

5 -07 

- 5 S i  
5.07 - 

Thousands 
of 

kilowatt- 
hours 

698 , 166 

62,683 

56,0= 

2,492 

29 J 659 

2,128 
- 

851,149 

'- - 
851,149 

D o l l a r  
amounts 

$1,881,562 

67,725 
202 , 252 

183.607 

8,566 

7,013 
- 

2 9 350 a725 

- 
$2 J 350,725 

rate per 
kilowatt- 

hour 
(mills) 

2.70 

2.28 

3.28 
3.44 

3.30 

3.23 

- - 

2.76 

- - 
- 2.76 - 

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

CExcludes Corps of Engineers sales of 14,474 thousands of kilowatt-hours, amounting to $30,773. 
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Sales by the Bureau to electric utilities for fiscal year 

1960 accounted for about 17 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 81 percent of the reve- 

nues and about 78 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 Ithe 

Corps of Engineers o r  the Bureau of Reclamation are subject to ei- 

ther the Reclamation Project Act of 1939 (43 U.SeC. 485h(c)), or 

the Flood Control Act of 1944 (16 U.SIC. 825s), or  the Fort Peck 

Project Act of 1938 (16 U.S.C. 833c), 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 in excess of the cyrrent needs of preferred customers is re- 

served for them as a class but'until needed by them it is 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 f o r  

the Federal Government. Rate blocks have been created for this 
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class of energy which begin at from 3.5 t o  3.01 mills per kilowatt- 

hour f o r  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. The marketing criteria provide that, when the 

revenue from such sales from several classes of customers falls 

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. 
Divi s ion 

Total Western Eastern 

Energy sales: 
Thousand kilowatt-hours 4 9 575,986 1 7 273 9 150 
Percentage distribution: 

Preference customers 77.6 82.7 
Nonpreference customers 22.4 17 03 

Firm energy: 
Thousand kilowatt-hours 39724,837 1,2739150 . 

Preference customers 91 -3 82.7 
Nonpreference customers 8.7 17.3 

Percentage distribution: 

Nonfirm energy: 
Thousand kilowatt-hours 851,149 - 
Percentage distribution: - Preference customers 17.7 

Nonpreference customers 82.3 

3,302,836 

75. I 
24.3 

2,451,687 
95.8 
4.2 

851,149 
17.7 
82.3 

Pales to nonpreference customers 

Energy sold to nonpreference customers i n  fiscal year 1960 is 

summarized as follows: 

Thousand kilowatt-hours 
of nomreference sales 

Commercial 

electric utilities customers 
Private and industrial 

Total Firm Nonfirm ~ i r m  Donfir6 plvision - 
Western 
Eastern 2.l28 

- 59,679 - 220,375 160,696 
804.029 101.73 5 698.166 

Total 1,024.404 264,431 698,165 59.679 2.128 
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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 Ferry3 there are no Federal trans- 

mission facilitfes 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 t o  transmit energy ovez" their 

transmission systems to preference customers. 

ments the BuFeau's transmission system by transmitting Federal en- 

ergy to many preference customers who otherwise would be inacces- 

sible 

Wheeling supple- 

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 in 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 SCHEDUdES 

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 194-4- (16 U.S.C. 825s), and the Fort Peck Project 

Act of May 18, 1938 (16 U.S,C. 833d). 

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 fo l lows :  

"*** sale of electric power *** shall be *** at such 
rates as in his judgment [the Secretary of the Interior] 
will produce power revenues at least sufficient to cover 
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 per centum per 
annum, and such other fixed charges as the Secretary 
deems proper ***.)I 

Section 5 of the Flood Control. Act of 1944 and the Fort Peck Pro3- 
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 

ita1 investment allocated to power over a reasonable period of 

cap- 

years. Rates for power in 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 allowanees and discounts., 
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The average opesating revenues in mills per kilowatt-hour, by 

class of energy, after allowances and d i s c o ~ t s , a r e  shown below: 

Mills per kilowatt-hour 
w E 5 2 U z i 1 9 5 7  

Firm 5.07 5.03 5.13 5,22 

Irrigation pumping 2n55 2,53 2,50 2,50 
Nonf irm 2.76 2.74 2.83 2.81 

The average rate charged f o r  camp lfght and other uses was 

about 4 mills per kilowatt-hour in f&scal  .year 1960. 

Separate rate schedules apply for the eastern and western di- 

visions, but the scheduleq are basically d i k e .  They differ on ly  

in respect to market area and sate levels'. The eastern division 

offers lower rates because of its bower development cos t ,  

Four different kinds of wholesale service are furnished in 

the Missouri River basin by the Bureau. These are termed (1) firm 

power, (2) secondary energy, (3) dump energy, and (4) irrigation 

and drainage pumping. The rate schedules f o r  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 (Civ i l  Func- 

t ions)  has been approved by the Comptroller General. Accounts for  

power operations are maintained, t o  the extent practicable, i n  ac- 

cordance with the uniform system of accounts prescribed for  public 

u t i l i t i e s  by the Federal Power Commission under the Federal Power 

Act (16 U.S.C. 825b). The Bureau of Reclamation's accounts are gen- 

e ra l ly  maintained on a similar basis except that  the Bureau does 

not record depreciation on i t s  water resources projects.  The Bu- 

reau's  accounting system has been approved by the Comptroller Gen- 

e,ral  subject t o  qualif ications.  The principal  qualif ication re-  

l a t e s  t o  the absence of depreciation accounting, 

COST ACCOUNTING PRACTICES 

The Corps of Engineers and the Bureau of Reclamation do not 

record cer ta in  costs ,  applicable t o  the i r  ac t iv i t i e s ,  of admin-lstra- 

t ive  and other services furnished by other Federal agencies. For 

example, the Corps of Engineers has not recorded payments, amount- 

ing t o  $7,500,000, made t o  Indian t r ibes  by the Bureau of Indian 

Affairs, Department of the Inter ior ,  resul t ing from the acquisi- 

t ion of land for  the Corps Garrison Dam and Reservoir. 

e r a l  agency costs not recorded include amounts f o r  rentals  and 

other services f'urnished without charge by the General Services Ad- 

ministration and other Federal agencies and death and d i s a b l l i t y  

claims on account of the Corps and Bureau employees paid by the Bu- 

reau of Employees' Compensation, Department of Labor. 

Other Fed- 
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The administrative costs of the Office of the Chief of Engi-  

neers and of division offices are paid fron the approprjiations t o  

the corps for  genesal expensesiand are not dtstri’liuted t o  CQnStrUC- 

t ion ,  operation and maintenance, and other programsa Likewise, 

the costs of the ComissionerPs Office, Washington, D*C. ,  a par t  

of the costs  of the Commissioner’s Office, Denver, and a part of 

the cos ts  of the regional offices of the Bureau of Reclamation are  

paid from an appropriation t o  the Bureau for general adminjistra- 

tfve expenses and are  not dis t r ibuted to grajects  as costs because 

these costs are nonreimbursable under the ac t  of December 57 1924, 
as amended (63 U.S.G, 377). I 

Provisions fo r  costs of accrued annual and s ick  leave of em- 
= 

gloyees are heluded in property costs  and operating expenses by 

the Corps of Engineers. 

Bureau of Reclamation, brat the amounts of sa la r ies  and wages paid 

J 

Such provisions have no t  been made by the 

t o  employees while on annual o r  s ick  leave are charged t o  property 

o r  operating expense accounts 
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SCOPE OF AUDIT, 

Our audit of hydroelectric power and related activitl.es of 

the Corps of Ehgineers (Civil Functions), Department of the Army, 

and of the Bureau of Reclamation, Department of the  In te r ior ,  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 examine'd into their adequacy and effec- 

tiveness. 

3. We examined selecti3d 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 transactions was conducted at the 

Omaha, . .  Nebraska, district.offi'ce of the Corps of Engineers, at the 

Billings, Montana (Region 69, and Denvep, Colorado (Region 7), re- 
gional: off'ices, and the Casper,.Wyoming, and McGook, Nebraska, 

project offices of the Bureau of Reclamation. 

Our verification work and the accompanying financial smte- 

ments' r e l a t e  t o  'the Missouri River Basin Project (including the 

Fork 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 i s  referred t o  as the 

Missouri River Basin Project. Other projects of the Corps of En- 

gineers which are considered as par t  of the comprehensive Missouri  

, River Basin Project,  but do .not include power as a purpose, were 

excluded from our ver i f icat ion work and the accompanying f inancial  

statements. 

, 
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O P I N I O N  OF FINANCIAL STATEMENTS 

The accompanying statement of assets  and l i a b i l i t i e s  and 

statements of power operations (schedules 1 through 4) were pre- 

pared by us from the accounts and records of the Corps of  Engi- 

neers and %he Bureau of Reclamation. 

In our opinion, the accompanying f inancial  statements do not 

present f a i r l y  the f inancial  position a t  June 30, 1960, and the f i -  

nancial r e su l t s  of power operations f o r  the f i s c a l  year then ended, 

mainly because of the conditions s e t  fo r th  below, the f u l l  e f fec t  

of which 'cannot now be determined. - 
1. The Corps and the Bureau do not use comparable pol ic ies  in  

- recording depreciation on p l a n t  and equipment. While the Corps 

- uses generally accepted depreciation accounting procedures, these 

II procedures were not applied consistently among projects.  Except 

f o r  movable equipment and service f a c i l i t i e s ,  the Bureau does no t  

record depreciation i n  i t s  accounts . 
2. Agreement has not been reached between the Corps of Engi- 

neers and the Department of the Interior on the al location of 

power revenues t o  the Corps projects.  Amourits deposited by the Bu- 

reau of Reclamation f o r  the account of the Corps have not been re-  

corded in the Corps accounts or considered in the computations of 

in te res t  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 in te res t  on the Federal investment in  the 

several Missouri River. Basin Project f a c i l i t i e s .  Incorrect bases 
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have been used by the Corps t o  compute in te res t  on the Fort Peck 

and Garrison f a c i l i t i e s .  

4. The Corps has not adjusted the p r i o r  years'  depreciation 

and in te res t  expenses in accordance with the al locations t o  pur- 

poses established by the 1958 f i r m  construction cos t  allocation. 

Also the Corps has not adjusted p r i o r  years' in te res t  expenses t o  

give e f fec t  t o  the recording of payments t o  States f o r  leasing of 

reservoir lands . 
5. The Bureau and the Corps use different  methods of a l locat-  

ing j o i n t  use operation and maintenance expenses. 
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C O R ' P S  O F  E N Q : + N E E R S  ( C I V I L  F U N C T I O N S )  A N D  B U R B A U  O F  R E C L A H A 3 I O P  

lKLXlO&Wl'RJ.C PO= BND -%ED A- 

STATEMENT OF m S  'hND -3 

JuNk 9.1960 

L I A B I L I T I E S  A.S S B T S 

Corps of Bureau of Corps of Bureau of 
Combined hgineers Reclamation CombYned Fwheers Reclamation 

INVESTMEFI OF U.S. do- AND ACCUMWUTED PUNT, PROPERTY AND EQUIPMENT: 
cluding interest. d u r a  construction & 
$72,609,SO (note 2) 

Plant in sekce and under construction 

Servlce facilities, Less depreciation 

Abandongd &d retired property 

in- EXCESS OF DEDUCTIONS OVER REVENEES: 
CongFessional appropriations net (note 6) $1,525,622,846 $ g01,660,483 $623,962,363 
Cost of property and service: furnished by $1,486,6400,293 $957,613,691 $529,026,602 
other Government agencies, net (note 7) 41 811,508 4 142 213 37 669,295 

1,787,382,092 1,103,672,124 683,709,968 

1A9.160,- 957,623,467 531,536,761 Less: 

114.02L962 113,579,7 28 442,234 (note 9) 120,977r709 3,459,718 U7.517.991 
1,375,138,266 8~~043,739 531, 094,527 producing operations 171,3a3,02a 172, 297,303 1,085.725 

of $3 9 3  674 (note 3) 1,985,975 - 1,985,975 Interest on the Rederal investment (note 8 )  a9:947,73a ig7:e&m 22:07a,30 
- 127,107 9,776 

Other physical property 406,853 

Bunds returned to the U.S. Treasury 

Cumulative net coats of non-revenue- 
Lesa accumulated depreciation (note 4) 

Plant, property, and equipment, net 

294,360,737 175.757,021 118,603,n6 

15,103 565, 106.252 Net investment Of 11.9. Qovernment 1,493,02la 927.9 
EXAMINATIONS AND STJRVEPS. INCLUDING ADVANCE - 53,032,578 Less accumulated excess of deductions over 53,032,578 PUNNINQ (note 5) 

revenues: 
Power (sched&e 2) P 77s OB 81,5n,m 
Water 1398.553 - 
Hlscellaneous and nonoperatlng -544:324 - 

CUB AND OTHER ASSETS: 
Total excess of deductions over rev- 

Total 1,442,185,948 646.343.076 595,d42,072 

enues 50,835,407 a1,m.m -30,715,820 

Water users' epulty 10,150 10,150 

Total payments by water users 11.409 - ll,409 

Unernended funds in U.S. Treasury 22,817, 76 6,758,104 16 0 3 ~ 2  

Accounts receivable 2,339,315 ?9&1 2,279,914 h e  from water users for operation of facu- 

1,152,120 1,152,120 Materials and supplies 
Prepayments and advances, principally to other 2,250 5d,3u Matured installments of fixed obligations 
Gorenunant agencies 528,571 for use of facFZities 23,151 23,151 Claim receivable - 

Deposit funds 2,334,842 2:3 ,842 

atlee 41,714 41,714 PAYMENT3 BY WATER USERS: - - 
- 1,259 1,259 

Total c& and other assets 29,237,089 6,842,906 22.3g~la3 
CURFLl%'l! AND ACCRUED I5ABILEtES: 

Accounts payable, including accrued p m l l  
and contractorsl earnings 10 220 40 4m5,aia 5 642 585 

Total current and accrued 1iabFZities 11,629,619 4,585,818 7.043.801 

3.532 9.439 ADVANCE COLLECTIONS AND DEFE8REJl CREDITS 611,689 - 611,682 

m e r  current and accrued liabilities 1: 401: !2lz - 1:401:216 

Deferred and unmatured receivables 876: 563 ~&gz ACCUNKLAIED PROVISIONS FOR REPLRCEMENTS (note io) 4,a97,~4 - 4,a97,44 

OTEEi DEBITS: 

- 865 883 - a&$3: 
Other work in progress 
Transltlonal development costs 

Other deferred debits 420,731 39,517 
CONTFUBUTIONS IN JUD OF PROJECT DJWEWPMENT AND 

Total other debits 2,176.148 83.049 2,133,099 CONSTRUCTION 24r. 952 - 247,952 (%I 

Total-iliahilities and investment of c11 
Total assets $~459.5a4,oa1~ $850,929,694 $608,654& U.S. Oovernment $ a w + . o a 1  s 850,929,694 $608,654,381 

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

The a e o n  of the General Accounting Office on these financial statements appears on pages56 Emd 57. 



SCHEDULE 2 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) AND BUREAU OF RECLAMATION 
HYDROELECTRIC POWER AND BLATED ACTIVITIES 

MISSOURI RIVER BASIN PROJECT (note 1) 

' STATEMENT OF RESULT9 OF POidER OPERATIONS 
FOR FIBCAL YEAR 1960 

AND CUMULATIVE TO YUNE 30, 1960 

Combined 
OPERATING RFiVEiNUESt 

Sales- of electric energy; 
Private electric utilities, 
State agencies 
Municipal utilities 
Cooperative utilities 
Public authorities 
Commercial and industrial 
Interprojeot 
A l l  other 

Total sales of electric energy 

Rents and other revenues 
Total Qperating revenues 

a Less allocation of'revenues t o  other projects 
(note 12) 

- Net operating revenues 
- OPERATING REVENUE DEDUCTIONS: 

Production expenses 
Purchased power 
Transmission expenses 
Customers' accounting and collecting expenses 
Power-marketing expenses 
Administrative and general expenses 
Provision for replacements note 10) 

I1 1 )  depreciation If 4) 
Total operating revenue deductions 

Less credits to operations 

Net operatang revenue deductions 

EXCESS OF OPERATING REVENUES OVER OPERATING REVEm 
DEDUCTIONS 

Lessr 
Interest expense (note 8) 
Nonoperating expense or income (-Iy net 

EXCESS OF DEDUCTIONS OVER REVENUES, FISCAL YEblR 1960 
EXCESS OF DEDUCTIONS OVER REVENUES TO JUNE 30, 1959 
PRIOR YEAR ADJUSTMENTS' . 

CUMULATIVE EXCESS 0F.DEDUCTIONS O W l  REVENUES TO 
JUNE 30, 1960 

v 3,649,949 
1 821,055. 

11,212,464 
483,279 
162,058 
14,823 

3 694, 298 

372 , 390 

21,410 316 
891.033 

22 9 301 9 349 

5 ,.574.784 
16,766,565 

1,982,159 
360,779 

3 9 368,719 211,891 

965,975 
16,855 

9692,2;2 

14,668 ;425 
148 184 

14.520.241 

2,246.324 

12,038,382 

J2.036.801 

-1.581 

9 790,477 
41,987,926 

-314 

$51 778.089 

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

Eas tesn 
Division 

$ 2,422,222 
1,776,4 1 
29 263 9 017 
6,194,842 
328,646 

49,125 
7 9 013 
- 

13,041 I 3 56 
335,816 

13 9 377,172 

u 7 7 .  172 

"? g:88? 

145,697 

470,302 
6500,860: 

6.778.714 

1 8 8  

2 3 12 5, 0 53 
2,285 

.11,96 7,6 86 
148,184 

31.819.502 

1.557.670 

10,746 525 
-1 58% 

10,744,944 
$, 9.187.27$ 

2.700.739 

688.654 

1,291,857 - - 
1.291.857 
603.202 

The opinion of the General Accoun'ting Office on these financial statements appears on pages 56 
and 57. 

60 



? P 

I 
1 ", ' , ' &  \ d 

C O R P S  O F  E N O I N E E R S  ( C I V I L  F U N C T I O N S )  A N D  B U R E A U  O F  R E C L A M A T I O N  

RPDROELECTRIC POWER AND RELATED ACTIVrrlES 

MISSOURI RIVW BASIN PROJECT (note 1) 

S T A " T  OF-RESULTS OF POWER OPERATIONS--EASTERN DIVISION 

FOR PIS& YEAR 1960 

Bureau of Reclamation 
MlSSOUrl 

Fort Peck Rlver Basin 
Project Project 

Corps of Engineers 
or Garrison For t  Handail 

'PrE jZZk Project Project 
Travins Point 

Project 
Interproject 
eliminations Total 

I_ 

OPWATING PEvEWUES: 
Sales of e lectr ic  energy: 

Private electr ic  u t i l i t i e s  
State agencies 
Municipal u t i l i t i e s  
Cooperative u t i l i t i e s  
Public authorities 
Commercial and industrial 
Project use and interproject sales 
All other sales  

T o t a l  sales of electr ic  energy 

Rents and other revenues 

Total operating revenues 

$ 2,422,272 
1,776,441 
2,263,017 
6,194,842 

328,646 
7.013 

8 283 $ 2,421,989 - 1,776,441 
2,263,017 

6 4  470 5,592,372 
46:655 281,991 

7,013 
1,879,719 38,622 49;125 

13,041,356 

335,816 

- 

13,377,172 

" -- 
2,529,127 l2,38lnU5 

6,035 329, fl1 

2,535,162 12,711,226 

.. 
1,899,989 

OPERATING REVE3UE DEDUCTIONS: 
Production expenses 298,191 223,168 

21 848 1,885,022 
438:808 1,686,245 
14,620 131,077 - 2,285 
92,759 291,755 

116,582 534,278 

292,103 
1,899,989. 

1 787,894 
6,881 

145,697 
2,285 

470 302 
650:860 

6,778, 714 

2,125,053 

351,739 
- - - 

20,781 

477,703 

850,223 

- 

Purchased power 
Transmission expenses 
Customers' accounting and collecting expenses 
Power-marketing expenses 
Administrative and general expense.8 
Provision for replacements note 10) 
Provision for depreciation [note 4) 

Total operating revenue deductions 

~ e s s  credits t o  operations 

Net operatlng revenue deductions 

- - 
982,808 4,753,830 

- - 
982.8oa 4 7 5  3,830 

1,552,354 7,957,396 

11,967,686 

148,184 

11,819,502 

1,557,670 

87,060 

3,158,703 

312,285 

537,938 

36,277 

3,217,169 

292,103 

1,899,989 
EXCESS OF OPERATING REVENUES (NER OPERATING 

RFVENUE DEDUCTIONS -527,279 -3,141,613 -3,214,145 .. 
Less: - 535,076 2,912,077 3,489,627 - - -86 -1,459 

10,744,944 - 535 I 076 2,911,991 3,4aa,m 

Interest expense .(note 8) 10,746,525 
Nonoperating expense or income (-), net -l,581 

EXCESS OF DEDUCTIONS OVER RFVENUES, f i sca l  year 

The notes on pages 63 

The opinion of the General Accounting Office on these financial statements appears on pages 56 and 57. 

$6,o53,604 $6,702,313 $1,062,355 1960 $ 9,187,274 8 - 
t o  70 are an integral part of this statement. 

en 
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233,546 2,634,211 

$2,010,995 
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CORPS OF ENGINEERS (CIVIL FUNCTIONS) AND BUREAU OF RECLAMATION 

HYDROELECTRIC POWER AND RELATED ACTIVITIES 

MISSOURI RIVER BASIN PROJECT (note 1) 

STA-T SHOWING PLANT IN SERVICE AND UNDER CONSTRUCTIONS 

ACCUMULAZIED DEPRECIATION, AND RESERVE FOR REPLACEMENT 

AT JUNE 30, 1960 

Plant in service and under construction 
Construction Undistributed 

Plant In work In interest during Accumulated 
progress construction __I_ Total depreciation Agency and 'plant service 

BUREAU OF RECLAMATION: 
$ 512,282,464 $ 333,834 - 16,744,138 108,400 

- fdssouri %veri basin $ 437,545,393 $ 74,7370071 $ -  Fort Peck 12,269,214 4,474,924 

Total, Bureau 449,814,607 7 9 + a l ,  995 529,026,602 442,234 

Fort Peck 144,575,015 18,992,114 630,339 1611,197,468 62,680,406 
CORPS OF ENGINEERS: 

Garrison 258,287,160 50,604 801 5,6711718 314,563,679 23,925+&5 
Fort Randall 1993 281 > 833 692,194 63 838 199,980,865 23,311,938 

3,661,519 Gavins Point 48,908,402 708,004 8s  745 4986259151 

Big Bend - 3,333,614 655 744 3s 399,358 
- - Oahe .. 2301 387s 933 15,459, 237 225,847,170 

Reserve for 
replacement 

$4,361,550 
5359 914 

- 957 3 61 32 691 113, 579,728 - 
Total $1,100,867,017 $363,930,652 $21,842,621 $1,486,640,293 $114,023,962 $4,897,464 

Total, corps 284,718,660 21,842,621 

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

The o p M o n  of the Genera1 Accountiiig Office on these financial statements appears dn pages 56 and 57. 
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CORPS OF ENGINEERSf (CIVIL FUNCTIONS) 

AND BUREAU OF RECLAMATION 

HYDROELECTRIC POWER AND RELATED ACTIVITIES 

MISSOURI RIVER BASIN PROJECT 

EXPLANATORY NOTES AND COMMENTS ON THE FINANCIAL STATEMENTS 

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 f o r  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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Corps of Engineers: 
Multiple-purpose 
plant 

Undistributed in- 
terest during 
construction 

Total, Corps 

Bureau of Reclamation: 
Mult iple-purp os e 

Electric plant 
Irrigation plant 
Other plant 

plant 

Total, Bur e au 

Total 
At June 30, 1960, 

Construction 
Completed work in 

Combined - works progress 

21,842,621 - 21,842,621 

957, 613,691 6 51, o 52,410 306.561,281 

226,601,971 221,362 , 608 5,239,343 
201 441,503 157,291 , 520 44,149,983 
100,888,424 71,065,775 29,822,649 94,704 94,704 - 
529,026,602 449,814,607 79,211,995 

$1,486? 640 293 $1,100,867,017 $385,773, 276 

interest during construction had been re- 
LI 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 $21,842,621 has not been distributed. 

during construction has not been recorded by the Bureau of Reclama- 

tion. 

Interest 

Amounts for completed works and construction work in progress 

are generally stated at acquisition cost to the respective agen- 

cies. 

3. Service facilities, less 
accumulated depreciation 

Service facilities consist of construction camps, cranes, 

t'. 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. G L  
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4. Accumulated 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,I1 or rates determined by engineering studies, were used f o r  

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 p r o j-  

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 f o r  such planning 

and design at June 30, 1960, f o r  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 a Investigation c o s t s  Identifiable 

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: 

Bas in investigations $ 5,454,655 

Missouri River basin investigations 34,193,016 
Project investigations 4,261,584 

Investigations on abandoned and 
unprogramed works 9 123,323 

Total 

6. Congressional apwopriations, net 

$53,032,578 

Corps activities in the Missouri River basin are financed 

tbrough 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) ft amounted 

t o  $64,112,000 for construction and $2,258,000 for operation and 

maintenance. To June 30, 1960, allotments (net) by the Corps of 

Engineers for these plants were as followsx 

Operation 
and 

Plant C omb ined Construction maintenance 

Fort Peck $159 217 , 14.4 $151 706,168 $ 7,510 , 976 
Gar r is on 286,650,240 284,231,700 2,418,540 

1,466,930 

Oahe 211 , 560 , 284 211 313,014 247 , 270 
Fort Randall 1919933,lOO 188,279,600 3,653 , 500 
Gavins Point 48,874,715 47,407, 785 - Big Bend 3,425,000 .3,425,000 

Total $901,66Op482 $886,363,267 $15,297?216 
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Appropriations to the Corps of Engineers (Civil Functions) 

r 

0 

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 fo l lows:  

Cumulative 
Fiscal year to 

Source and purpose 1960 (note a) June 30. 1960 

Construction and rehabilitation $34,115,982 $594 9 037,204 
Operation and maintenance 5.198.846 29 ,, 925,159 

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

aPublic Works Appropriation Act, 1960 (73 Stat . 4-94} . 
Congressional appropriations (net) as shown above do not in- 

clude appropriations to the continuing fund of the Fort Peck Proj- 

ect amounting to $8,754,212 at 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 $8,388,927. 
7. Cost of property and services furnished 

by other Government 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 in the amount 

of $667,866. 

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

reau of Reclamation comprises: 

Appropriation transfer warrants: 

and other Government agencies 
Nonappropriation property transfers 

Transfers from other Bureau projects 
$ 4,868,842 

(net) : 
Transfers from other Bureau projects $31,90.4,160 
Transfers f rom other governmental 
agencies 896.293 32.800.4-53 
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 Oaerations of 
during Power Nonpower 

Total construction Combined proarams prom? ams 

Fort Peck 8 80,696,544 $12,500,148 $ 68,196,396 $ 5,1539660 $63,0??,736 
Garrison 53,000 9 516 .30 ; 299 ; 238 -22 ; 701 278 11; 356; 895 11,344,383 

Fort Randall 41,935,714 12,084,248 29,851,466 20 527,698 9,3;3,768 
Oahe 15,459;237 15,459,237 - 

65.743 - - 1,058 9 131 - 2 200,646 4 511 028 3,452,897 6ijii.6 4 
65:721 

Gavins P o h t  
Big Bend 

Total $197,869,428 $72,609,260 $125.260.168 $$0.491,150 $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 
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marketed by the Bureau of Reclamation have not been considered in 

c 

determining the unrecovered investment. 

Interest amounting to $22,078,310 on the Federal investment 

in 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 interest during con- 

struction and prior years' repayment deficits. However, interest 

during construction used in 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 o f  Engineers at June 30, 1960, for multiple-purpose 

plants totaled $3,459,718. These amounts consisted principally of 
receipts from leasing of reservoir aseas. 

* 

Funds returned to the United States Treasury by the Bureau of 

Reclamation as shown by the accounting records f o r  the Missouri 

River Basin Project, June 30, 1960, comprised: 

Reclamation fund : 
Collections., exclusive of power 

Power revenues 
revenues 

General fund: 
Power revenues, Fort Peck Project 
Other power revenues from the 
Missouri River Basin Project 

Other collections 

Net funds re- 
turned f iscal  
year 1960 . 

$ 393,689 
11.911.274 

. 
P 

Total funds returned to the 
U.S. Treasury 

10.356.400 

$22.661'- 363 

Cumulative 
to 

June 70. 1960 

$ 4,249,675 
76.909.283 

81.158.9 58 

12,335,543 

24,013,800 
10,290 

?6.3 59. 0 3 1  

$117.517.991 
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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. Costs not recorded 

As discussed on pages 52 and 53, neither 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 a 

12. Allocation of revenues to other projects 

The western division integrated power system consists of the 

individually 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 . 

ao 
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