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COMPTROLLER GENERAL OF I-HE UNITED STATES 

WASHINGTON 25 

B-125045 

EC 1 I 1957 

Honorable Sam Rayburn 
Speaker of the House of Representatives 

Dear KY, Speaker: 

Herewith is our report on the audit of activities 
of the Bureau of ReoLamatZon, Department of the Inte- 
rior, and the Corps of Engineers (Civil Functions), 
Department of the Army, in the Central Valley Basin, 
California, for the fiscal year ended June 30s 1.956., 
This audit was made pursuant to the Budget and Account- 
ing Act, I.921 (31 U,S,C, 531, and the Accounting and 
Aqditing Aot,of 1950 (31 U,S.C. 67), 

This report oombines the related activities of the 
Bureau.of Reclamation and the Corps of Engineers in the d 
Central Valley Basin, Circumstances which prompted 
many of the recommendations contained in our report to 
the Congress dated December 2Lp 1.956, on the audit of 
Central Valley, Folsom Beservolrt Kings River, and Isa- 
bella Reservoir Projects in the Central. Valley Basin 
for the fisclal year ended June 30, 1955, have not 
changed, In this report we are* therefore, repeating 
those recommendationso Among those are (3.) considera- 
tion by the Congress of matters having to do with al- ' 
locatfons to power and other purposes of construction 
costs of the projects and (2) reoommendations to the 
Secretary of the Interior and the Chief of Engineers ' 
on establishing policies jointly for accounting and 
financial practices neaessary to present fairly the 
fitianoial position of and results from the Government% 
activities ia the water resources development program 
of the Cent-m@ Valley Basin, 

A copy of this report ia being sent today to the 
President &f the Senate,. 

Comp%roller General 
of the United States 

Enclosure 
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REPORT ON AUDYT 

OF - 

CENTRAL VALLEY BASINS, CALIFONXA 

WATER RESO~CES DEVELQPMENT PROGRAM 

BWAU OF RECLAMATXON' 

DEPARTMENT OP THE INTERIOR 

AND 

CORPS OF ENGImERS (CXVXL PUNCTPOMS) 

DEPARTMENT OI?' THE ARMY 

FOR THE &WAL YEAR EN'DED JUNE 30, Jbg5;6 

The Genera1 Accounting Off,fee has made an audit of actEvfltie8 

s$' the BUREAU OJ? RECLAMAT333N, Department of the Interi%w, and the 

CORPS OF ENGTNEERS (Civil Functions), Department of the Army3 fn 

the CentraP Valley Bas%ng California. This report combines the 

related aest%vf%%es of’ the Bureau of Reclamation and Mx! Corps a% 

Engineers in the Central Valley Basin, Our prior repopt dated 

December 21, 1956, on the Central Valley Basin for the fiscal year 

ended June 30, 3.955, included comments only on the Central VaUey, 

Po%som Reservoir, Kings River, and IsabeEIa Reservoir ProJecta 11-3 

the Central Va%ley Basin, The scope of' the audit work performed 
is described on page 68 of this report, 

GENERAL COMMENTS 

The, Central Valley consWts of the Sacramento and San Joaquin 

River valleys in California, extending from Mount Shasta in the 

north to the Tehachapi Mountains in the south, an area about 500 



miles Zong and 120 miles wide. The Central Valley Project, au- 

thorized for construction, operation, and maintenance by the Bu- 

reau of Reclamation, has the objective of transferring water from 

the northern portion of the basin to the southern portion. This 

objective is achieved through controlled releases of water stored 

behind Shasta Dam in the Sacramento River and Folsom Dam in the 

American River, diversion through the Delta Cross Channel to the 

Tracy Pumping Plant near the confluence of the Sacramento with $he 

San Yoaquin River, and transport of water by gravity southward 

through the 1170mile Delta-Mendota Canal, Some of that water re- 

places water of the San Joaquin River impounded by the Friant Dam 

and diverted3n part southward in the 153~mile Friant-Kern Canal, 

Other smaller dams and canals and distribution systems have been 

constructed or authorized for construction by the Bureau to serve 

irrigation and municipal water supply users In the Sacramento- 

San Joaquin service areas which contribute to the comprehensive 

p%an for development of the 'water resources of the Central Valley 

B%S@L 

Power plants having name-plate capacity of 629,500 kilowatts 

kand 762 tiles of transmission lines have been constructed by the 

Bureau of Reclamation, and the energy is used in pumping opera- 

tions or for sale as commercial power. 

River and harbor and flood control acts have authorized con- 

struction by,the Corps of Engineers of projects in the Central Val- 

&ey, primari3.y for purposes of flood control and navigation. 

These projects are Included in this report. 
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The Bureau of Reclamation is an activity of the Department of 

the Jnter%or under the supervision of the Assistant Secretary of 

the Xnterior for Water and Power Development, Under authority del- 

egated by the Secretary of the Interior, the management of the Bu- 

reau is vested %n the Commissioner of Reclamation who 1s appointed 

by the President. The Commissioner8 in directing and supervising 

the irrigation, power, and other programs of the Bureau9 has three 

ass%stant commissioners and technical staffs organized into 12 di- 

vdsions and offices located at Washington,.D.C., and Denver3 Coke- 

rado e The activities of the Bureau in the Central. V’alSkey Basin 

are carried out through the regiona& office at Sacramento9 Cali- 

The activities of the Corps of Engineers in the Central Va3.w 

Pey Basin are carried out by the district office at Sacramento, 

California, in the South PacLf3.c Dlvisfon headquartered at 

San Francisco, California, The dSstr?Lct offices of the Corps are 

operatif%g offices headed by Army engineer officers as district en- 

g%neers and carry out both military and clvI.1 works activities 

w%thin defined areas under the genera% direction of d8vision engi- 

mzers e For civil works activ9ties, divIsiona generally encompass 

one or more river basin or drainage areas. The division engineers 

are responsible to the Chief of Engineers, who, w%th his staff, 

is located at Washington, D.C, 



STATUS OF RECOMMENDATIONS IN PRIOR REPORT 

OUP report to the Congress dated December 210 1956, on the 

audit of Central Valley, Folsom Reservoir, Kings River9 and Isa- 

bella Reservoir Projects in the Central Valley Basin, California, 

for the fiscal year ended June 30, 1955, contained comments and 

recommendations relating to our findflngs, Our audit for the fils- 

eal year 1956 showed. that the following fiscal year 1955 findings 

and recommendations had not been completely or satisfactorily 

1, Allocation of construction costs of multiple-purpose 
projects* 

2, Need for Seoretarfal approval of allocations for COnstruC- 
tion costs of the Central Valley Project, 

3. Repayment of refmbursable costs of the Central Valley 
Project, 

4, Negotiations for repayment contracts at Kings Rives and 
Isabella Reservoir Projects, 

5. Revenues paid over to states not charged to projects, 

6, Costs incurred by Corps of Engineers in preliminary sur- 
veys and investi,gat%ons not included in projeot costs, 

To Wheeling rate under Transmission and Exchange Service 
Contract with PacifSc @as and Electric Company. 

8, Operations under Sale and Interchange Contract with Pacifio 
Oas and Electrfo Company, 

9* Matters relating to accounting and financial policy, 

The current status of these findings and recommendations is sum- 

marized in the sections of the report immediately following. More 

detailed discussion of the findings and recommendations is con- 

I tained ibn the body of the report, 
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1, Allocatfon of construction costs 
of multiple-purDose 

Laws forming the basis for the Federal water resources pro- 

gram do not provide policies or criteria to be applied for alloca- 

tion of construction costs to multiple-purpose projects. The De- 

partment of the Interior and the Corps of Engineers have reached 

general agreement on allocation methods to be followed and have 

provfded for an exchange of information and discussion at field 

location and between staff members in Washington. However, the 

agreement between the Bureau and the Corps has not resulted in 

ffrm cost allocations that would permit an evaluation of the finan- 

cfal administration of the multlSple-purpose projects in the Cen- 

tral Valley Basin, 

Me believe that the lack of policies and criteria to be ap- 

plied in making allocations of construction costs should be re- 

solved by legislative action, Our report dated December 21, 1.956~ 

contained a recommendation that the Congress provide policies and 

criteria to be applied for making allocations of construction 

costs of multiple-purpose projects, the results of which would 

serve as a basis for establishing rates for commercial power and 

reimbursement from beneficiaries of other project purposes, Also, 

we recommended that the new legislation provide for (1) period for 

repayment of construction costs, (2) rates of interest, (3) subsi- 

dies to nonpower purposes, and (4) designation specifically of the 

agency to make the allocation where one agency is authorized to 

construct the project and another agency is authorized to market 

the products of the project, In additfon, the Congress might wish 

5 



to clarify the role of the Federal Power Commission in these allo- 

catlons for future multiple-purpose projects. 

Although a substantial and increasing degree of agreement on 

methods and procedures among the three agencies concerned has been 

achieved, we continue to be of the opinion that the matter should 

be resolved by congressional action,1 

Allocations of estimated construction costs to purposes of 

the projects in the Central Valley'Basin are discussed on pages 

through 24 of thls report, 

2, Need for Secretarial approval of allocations of 
construction costs of the Central Valley Project 

The allocation of estimated construction costs of the Central 

Valley Project is preliminary and tentative and has been made to 

serve the administrative needs of the Bureau of Reclamation, The 

existing allocation of construction costs Is not an allocation by 

the Secretary of the Interior that can be used to base and to re- 

view the Bureauos financial administration of the Central Valley 

Project, 

1In a letter dated October 2, lp57$4he Assistant Chief of Engl- 
neers for Civil Works, Corps of Engineers, stated that it is 
believed pertinent to note accomplishments of Federal agencies 
toward resolution of these problems and to observe that, to the 
degree agreement on basic principles and methods of allocations 
is achieved, the matter of agency responsibility for allocatlons 
becomes of less importance, 

By letter dated November 27, 1957, the Adminlstratfve Assistant 
Secretary of the Interior stated that a staff level working group 
comprising representatives of the Corps of Engineers, General Ac- 
oounting Office, Federal Power Commfsslon, and Department of the 
Interior had been recently established to cope with this problem, 



In our report dated December 21, 1956, we recommended that 

the Secretary of the Interior take appropriate steps to have the 

allocation of construct$on costs of completed features of the 

Central Valley Project submitted to him for review and approval, 

Purther, we recommended that the financial polloies and practices 

of the Buretim of Reclamation at the Central Valley Project be 

based on this allocation until a Secretary-approved revision is 

made as a result of authorizations (of additional features that af- 

feet the physical operation of existing features and have an km- 

pact on the operating characteristics of all Seatwes, 

The reply of the Department of the Interior to this recom- 

mendation contained a statement that cost allocations in the fea- 

sibilkty reports for the Central Valley Project and new divisions 

thereof become officfal when the feas%bility reports are adopted 

by the Seoretary, However9 subsequent to the allocations in the 

feasibibfty reports adopted by the Secretary, allocations of con- 

struotion costs based on various criteria have been made by the 

Bureau of Eeelamatfon to serve the admfnistrative and financZa3. 

needs of the Bureau, The changing criteria have not had. specific 

Se@retarlal approval and have had a material effect on such matters 

as the annual recording of Interest on the commercial power plant 

;L%a service, allocation of operation and maintenance expense to 

the various project purposes, and the amount of interest on the 

unamortized balance of electric plant in service@ Since these 

changes in criteria have not had official Secretarial approval, 

an evaluation of the financial administration of the Central Valley 



Projec& on the basis of eonsilstent appllcatlon of critezafa is not 

feasible, 

Accordingly, we repeat our recommendation that the Secretary 

of the Interior take steps to have the allocation of constructlon 

costs of completed features of the Central. Valley Project submitted 

to him for review and approval.' 

Tentative allocatLon of total estimated construction costs 

of the Bureau of Reclamation in the Central Valley Basin is dis- 

cussed on pages 19 through 22 of this report, 

3. 

Refmbursable allocations of estimated construction costs at 

the Central Valley Project total $?62,863,919. This estimated . 
cost includes $65,998,917 for water-service distribution systems, 

The total reimbursable estimated construction costs represent 

about 93 percent of the total estimated project costs of 

The rebmburstible allocatfons include $4jj0,6039gIL?, or about 

59 percent, to irrigation, Of this amount, $3ht50159a217 is re- 

payable by water users and $105,444,700 is repayable Esaom com- 

mercial power and municipal water-supply revenuese 

The amounts repayable by water users include estimates of 

Ipevenues for water deliveries in the Sacramento River and FoSsom 

service areas, which our prior report dated December 21, 1956, 

B The Administrative Assistant Secretary of the lnterilor In his 
letter dated November 27, lgS79 stated that-the Department*s+ com- 
ments on this matter Included in his letter of December 10, 1956, 
are stibl pertinent;, 
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stated may not be realized until water-right questions are resolved 

or Federal construction of additional irrigation facilities are 

authorized by Congress and completed, We stated also in our prior 

report that litigation in the case of Rank V~ Krug might result 

in reduction in deliveries of water and in revenues from the 

Friant-Kern and Hadera service areas which are significant revenue- 

producing areas for water deliveries in the pro,ject, 

Our review for the fiscal year 1956 showed no change in the 

Bureau policy with respect to inclusion of revenues from the Folsom 

and Sacramento River service areas, although the circumstances 

which prompted our comments had remained unohanged.1 

Sources and status *of repayment of reimbursable construction 

costs of the Central Valley Project are discussed on pages 25 

through 23 of thSs reports 

4. 

Repayment arrangements for the amounts allocated to irriga- 

tion at Kings River Progect ape the responsibility of the Bureau 

of Reclamation, and those at the IsabelPa ISesemoixo Project are 

the responsibility of the Corps of Engineers, Pending the 

1In the letter dated November 2q4 1957, the Administrative Assist- 
ant Secretary of the Interior stated that, siince the period 
covered by the report, a firm contract for American river water 
had been negotiated with the city of Sacramento with substantial 
revenues commencing in 1963; also, that the Department remains 
of the opinion that it is prudent to include in any financial 
reviews an estimate of revenues to be realized in the Sacramento 
River and Folsom service areas and that there is a market fn 
Calffornfa for the water which the Government has been devel- 
oping in those areas. 
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execution of long-term repayment contracts, Interim contracts for 

water service have been entered into wfth water users at both proj- 

ects* Negotiations have been in progress since 1947 at the Kings 

River Progect and since 1953 at the Isabella Reservoir Project; 

but as of the last date of our audit for the fiscal year 1956, 

contracts for repayment of construction costs had not been signed, 

Sinoe these contracts remafned unsigned as of the last date 

of our auait, we are again recommending that the Secretary of the 

Interior and the Chief of Engineers make vigorous effort to consum- 

mate contracts for repayment of construction costs allocable to 

water conservation at these projects, Further, we are repeating 

our recommendation thats should these efforts fail, the matters 

be referred to the appropriate congressional committee for instruc- 

tion as to further actions,l 

Negotiations for repayment contracts at the Kings River and 

Isabella Reservoir Projects are discussed on pages 33 and 34 of 

this report, 

'The Assistant Chief of Engineers for Civil Works, Corps of Engi- 
neers o in hfs letter dated October 2, 1957, stated that review is 
being made to determine what steps should be taken to satisfac- 
torily resolve the Isabella contract, and that meanwhile both the 
Department of the Interior and the Department of the Army were 
proceeding to request the Attorney General to review and to fur- 
nish his opinfon on the question as to which Federal agency is 
legally responsible for entering into the repayment contracts 
covering irrbgation benefits from Army projects and under which 
laws e 

The Admfnistrative Assfstant Secretary of the Interior in a let- 
ter dated November 27, 1957, stated that divergent views have been 
held by the Department of the Interior and the Department of the 
Army as to which agency, as a matter of law, is charged with the 
final legal responsibility for the disposition of irrigation bene- 
fits from Army projects, and a conclusion had been recently 
reached by the two departments to request the Attorney General to 
consider the question and to render an opinion thereon0 



5. 

Under the provisions of the Flood Control Act of 1941, as 

amended (33 U.S.,C. 701c-3), 75 percent of the moneys received 

during any fiscal year on account of the leasing of lands acquired 

for flood control, navigation, and allied purposes are returned 

to the states in which the lands are located, The gross revenues 

are credited to projects in the accounting records in the district 

offflces of the Corps, but the payments to the states are disbursed 

and recorded at the Office of the Chief, Washington, D.C. 

We recommended in our report dated December 21, 1956, that 

the revenues from reservoir lands paid to states be recorded in 

the accounts of the projects at district offices. In commenting 

on the recommendations contained in this report, the Acting Chief 

of Engineers of Civil Works d3.d not comment specifically on thfs 

recommendation,, but he stated that the importance of the matter 

was recognized and that efforts would be continued toward the 

developing of mutually satisfactory procedures as soon as possible, 

Our audit for the fiscal year 1956 disclosed that procedures 

relating to accounting for revenues paid to states have not changed 

and, accordingly, the recommendation in our previous report is 

repeated,l 

I’In a letter dated October 2, 1957, the Assistat Chlef of Engi- 
neers fox- Civil Works, Corps of Engineers, stated that considera- 
tion of the matter by the Corps of Engineers has conflrmed the 
need for recording the revenues from reservoir lands paid over 
to states In the accounts of projects at district offices and 
that the establishment and maintenancf: of the additional account 
was being undertaken. 

11 
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6. 

Comments on these revenues are included on pages 35 and 36 

this report. 

Under the accounting procedures of the Corps of Engineers, 

costs incurred in conducting preliminary investigations and surveys 

are not included as a part of costs of the project when built. 

To provide for an adequate disclosure of total project costs and 

to permit consideration of all proper costs for allocation of total 

construction costs to purposes, we recommended that the Corps of 

Engineers include an appropriate share of these costs as costs of 

the project, In commenting on our recommendations contained in 

our previous report, the Acting Assistant Chief of Engineers for 

Civil Works did not comment specifically on this recommendation, 

but he stated that the importance of the matter was recognized 

and that efforts would be continued toward developing mutually 

satisfactory procedures as soon as practicable. Our audit for 

the fiscal year 1956 disclosed that the accounting procedures re- 

lating to costs incurred in conducting preliminary investigations 

and surveys have not changed and, accordingly, the recommendation 

in our previous report is repeated,' 

1The letter dated October 2, 19579 from the Assistant Chief of 
Engineers for Civil Works9 Corps of Engineers, referred to the 
comments on investigation costs made by the Senate and House 
Conferees on the Public Works Appropriation Bill, 1958, contained 
in House of Representatives Report 1.049, Eighty-fifth Congress; 
and stated that this matter is being considered further with the 
view of developing satisfactory procedures for the inclusion of 
such costs* 

12 



Most power customers of the Bureau of Reclamation are served 

through the distribution facilities of Pacific Gas and Electric 

Company. The basic charge for this service is 1 mill per kilowatt- 

hour of energy wheeled by the Company on its system, Our prior 

report dated December 219 1956, concluded that the rate of 1 mill 

per.kilowatt-hour was high because it did not fairly equate the 

significance of the load wheeled or the distances over which 

wheeled, It was pointed out in our prior report that the fairness 

of the rate charge would have a material effect on the proposed 

San Luis unit of the CentraP'Valley Project, Our audit for the 

fiscal year 1956 disclosed that no change fn the wheeling rate had 

been negotiated.' 

Wheeling rate under transmission 

with Pac%fic Gas and Electric Company 

42 of this report. 

and exchange servfLce contract 

is discussed on pages 41 and 

8, 

Cur report dated December 21, 1.956, which in turn referred 

to prior reports, contabned comments on a number of specific mat- 

ters concerning operations under the Sale and Interchange Contract 

with the Company. 

'The letter dated November 27s 1957, from the Administrative As- 
sistant Secretary of the Interilor noted that the Pacific Gas and 
Eleotrfc Company had the only existing power wheeling facilities, 
and under congressional declarateon it was mandatory for the 
Bureau to seek a reasonable wheeling contract with the Company 
rather than construct Federal transmission lines. 

13 
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Our audit for the fiscal year 1956 showed that many of the 

findings previously reported on have not been completely or satis- 

factorily resolved. Those matters which were not completely or 

satisfactorily resolved relate to:' 

Project dependable capacity, 
Capacity available to the Company in excess of that 

billed, 
Credit for dependable capacity demand by preference 

agencfesb 
Adjustment for losses in power transmission, 
Purchase of reactive requirements, 

Q@erations under the Sale and Interchange Contract wfth Pacific 

Gas and Electric Company are discussed on pages 42. through 48 of 

this report, 

The financial statements included in this report present on 
. a combined basis the assets and liabilities of all the projects 

of the Bureau of Reclamation and the Corps of Engineers in the 

Central Valley Basin, The financial statements have been prepared 

from the records of the Bureau of Reclamation and the Corps of 

Engineers, However, until construction cost allocations to power 

and other project purposes are firm and the Department of the 

Interior and the Corps of Engineers reach an agreement on certain 

accounting and financial policies, financial statements cannot be 

presented that fairly show the financial position and financial 

1In the letter dated November 27@ 1957, the Admfnistrative Assist- 
ant Secretary of the Interior reiterated the DepartmentPs prior 
comment that the Pacific Gas and Electric Company contract was 
believed to be the best contract that the Government could obtain 
for the sale of surplus power and in the best interests of the 
Government, 
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results of operations of the Central Valley Basin Water Resources 

Development Program. We recommended In our report dated Decem- 

ber 21, 1956, that the Secretary of the Interior and the Chief of 

Engineers establish comparable accounting and financial policies 

and apply practices thereunder uniformly and consistently on: 

1. Allocations to power and other purposes of joint costs and 
expenses of operating and maintaining multiple-purpose 
projects, 

2, Provisions for depreciation on plant in service and alloca- 
tion of the provisions on multiple-purpose plant to pur- 
poses, 

3e Computation and recording of interest on the Federal in- 
vestment in commercial power and municipal and industrial 
water-supply facilities, 

The establishment jointly of'comparable policies and effective . 

application of them by each agency is necessary before financial 

statements can be fairly presented on the Covernment*s water re- 

source operations, 

General agreement has been reached by the Department of the 

Interior, Corps of Engineers, Federal Power Commission, and con- 

curred in by the General Accounting Office on the use of simple 

interest during construction and the proportionate method of ac- 

counting for the operation of joint facilities on multiple-purpose 

projects. The Corps of Engineers has reached decisions on certain 

of the other major accounting and financial policies, but decisions 

thereon,had not been made by the Department of the Interior, Ac- 

cordingly, the establishment of comparable policies by the Corps 

of Engineers and the Department of the Interior remains virtually 

unchanged in status from that in the previous report, and the 

recommendation is repeated in this report, 

15 



We recommended also that statements be designed specifically 

to show the status on repayment of the Federal investment based 

on memorandum records for scheduled repayment requirements. This 

recommendation also is repeated in this report.1 

Accounting and financial policies are discussed on pages 39 

through 67 of this report. 

. 

1In the letter dated October 2, 1957, the Assistant Chief of Engi- 
neers for Civil Works, Corps of Engineers, stated that the Chief 
of Engineers was undertaking to form an Interagency working group 
which will have as one of its objectives the development of mutu- 
ally satisfactory procedures for handling the accounting matters 
with which the General Accounting Office was concerned and that 
the participatfon of the General Accounting Office in this effort 
had been invited. 

The Administrative Assistant Secretary of the Interior in the 
letter dated November 27, 1957, stated that these matters to- 
gether with other pertinent problems, are receivfng current con- 
sideration of the Department of the Interior Financial Practices 
Committee, The views with respect to accounting and financial 
policies cannot be determined until such time as the Committee's 
recommendations have been considered by the Department. 
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PRINCIPAL FINDING AND RECOMMENDATION OF CURRENT AUDIT 

The principal finding and recommendation resulting from our 

audit for the fiscal year 1956 are discussed below. 

1, Allocation of nro.lect dependable casacltv 
.to Bureau customers 

Our review of power operating records for the fiscal year 

1956 relating to'the Central Valley Project (CUP) Power System and 

discussion with Bureau officials have not disclosed any specific 

and written criteria which provide for standardized and consistent 

allocations of Central Valley ProJect dependable capacity to ex- 

isting and potential preference customers., 

Our review for the fiscal year 1956, based upon prodect de- 

pendable capacity of 430,000 kilowatts, showed that there were ) 

about 117,500 kw of project dependable capacity which could be al- 

located to either existing or potential preference customers0 The 

quantity of 117,500 kw is arrived at after deducting 22,5OO kw of 

system reserve requirements indicated by an official of the Depart- 

ment of the Interior to be necessary for the CVP system. At De- 

cember 31, 1956, the Bureau had active requests for power dellv- 

cries from preference agencies not then under contract and from 

existing preference customerse Also, ouya review showed that one 

customer had under contract about 56 percent of the project de- 

pendable capacity. 

In view of the facts (1) that there are considerable quanti- 

ties of reserve or unused capacity, (2) that one preference cus- 

.tomer receives a very large quantity of project dependable capacity, 



and (3) that there are several requests for allocation of project 

dependable capacity from potential and existing preference cus- 

tomek, we are recommending to the Secretary of the Interior that 

specific policies and procedures relatirng tb the allocation of 

project dependable capacity to existing or potential customers of 

the Central Valley Project Power System be established for guid- 

ance of Bureau and preference agency officials.' 

Allocation of project dependable capacity to Bureau customers 

is discussed on pages 49 and 50 of this report., 

1 The letter dated November ~7~ 1957, from the Administrative As- 
sistant Secretary of the Interior stated that the problem of al- 
location of additional power available from Folsom and Nimbus 
Power Plants Is currently under study by the Bureau and the De- 
partment, and it is anticipated that the additional power will be 
placed under contract with Bureau customers in the near future* 
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ALLOCATION OF ESTIMATED TOTAL CONSTRUCTION COSTS 

TO PURPOSES 

TENTATIVE ALLOCATION OF TOTAL ESTIMATED 
CONSTRUCTION COST OF BUREAU OF RECLAMATION 
PROJECTS IN THE CENTRAL VALLEY BASIN 

The estimated total construction cost of Bureau of Reclama- 
tion projects in the Central Valley Basin at June 30, 1956, fnclud- 
ing the water distribution systems, is $879,074,787., This amount 
does not Include interest during construction of these projects. 

The composition of the estimated total construction cost is 
as follows: 

Central Valley Project: 
Trinity River Division 
Shasta Divfsion 
American River Division 

Folsom Dam and Reservoir constructed by 
Corps of Engineers 

Sacramento River Division 
Delta Division 
Friant Division 
Water rights and general property 
'Project investfgations of abandoned work 
Costs pending distribution 

$225,000,000 
181,53o,528 
45,647,57o 

61,870,300 
56,544,OOO 
85,616,220 

1513610,674 

Solano Project: 
Monticello Dam and ReservoBrl Putah Diversion 

Dam and South Canal 
Distribution system 
Drainage system 

37,246,000 
12,701,000 
2,463,ooo 

52,410,OOO 

Orland Project: 
Plant tLn service 
Plant abandoned 
Rehabilitation 

C%‘W-+ 
11,186 

75o,ooo 

39333,870 

Total estimated constructfon cost $WwVmW' 

Folsom Dam and Reservoir shown in the table above as a part of the 
American River Divfsion of the Central Valley Project was trans- 
ferred to the Bureau by the Corps for operation and maintenance on 
MAY 15, 1956. The amount of $225,000,000 shown as the estimated 
construction cost of the TriEnity River Division of the Central 



Valley Project includes about 56 million dollars for Federal con- 
struction of the power facilities. 

A tentative allocation of the estimated total sonstructlon 
cost has been made by the Regional Director, Region II, Bureau of 
Reclamation, to the following projeet purposes: 

Together 
Central 
Valley 

Project 

Solano Orland 
Reimbursable purposes: 

Irrigation 
Municipal and indus- 

$502,004,087 $‘PxMo3,917 $48,066,300 $3,333,870 

trial water 
Fish and wildlife 

23pg 1;""8;~,;~; 3sog8,roo - 
Commercial power 292:150:000 292: 037 : 000 1;3,000 :: 

Total 817,475,787 762,863,917 51,278,ooo ' 3,333,870 
Nonreimbursable purposes: 

Flood control 36,816,ooo 
Navegation 12,g40,000 

35,684,OOO 1,132,OOO - 
Fish and wildlife 

12,940,000 - 
b1,628,000 11,628,ooo 

Recreation 215,000 215,000 

Total 61,5gg,ooo 60~467,000 1,132,OOO' - 
Total estimated con- 

struction cost $879,w4,787 $823,330,917 $5~94UWm $39333,870 

The above allocation of Central Valley Project cost to irrigation 
includes $65,998,917 for distribution systems repayable throu h 
constructIon cost repayment contracts (sectfon g(d) contracts & by 
irrigation districts. Also, included in the Central Valley Proj- 
ect reimbursable fish and wildlife allocat%on Is an amount of 
$679000 representing a pipeline for the Calffornfa State fish 
hatchery at Frfant Dam paid for by the State of California. 

The estimated construction costs were allocated to purposes ’ 
by the Bureau of Reclamation through the use of the separable 
costs--remaining benefits method, which Is described in appendix B. 
page log of this report, Allocations to nonreimbursable fish and 
wfldlife and to recreation were limited to specific costs, no 
joint costs being assigned to these purposes. 

In prior years the cost of the Central Valley Project Power 
System whZch is related to its use for irrigation and municipal 
water pumping, as well as for commercial power purposes, could be 
ident%fied in the Bureauts tentative allocations of power con- 
struction cost, Currently, the allocation of power construction 
cost between the commercial power and irr%gatIon and municipal wa- 
ter pump%ng purposes is not readily determinable. The application 
of the separable costs --remafnfng benef’its method results in the 
direct allocation of project costs to the end purposes of the 
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project based on the benefits accruing from each purpose, as lim- 
&!ed by the alternatlve cost for each purpose, 

‘Recommendation to the Secretary of the Interior 

Cur audit report to the Congress on the Central Valley, Folsom 
Reservob, Kfngs River, and Isabella Reservoir Projects, Bureau of 
Reclamation, Department of the Interior, and Corps of Engineers 
(Civil Functions), Department of the Army, for the fiscal year 
ended June 30, 1955, contained the following recommendation: 

“The allocation of estimated construotion cost of 
Central Valley Project 9s prelim%nary and tentative and 
has been made to serve the administrative needti of the 
Bureau of Reclamatfon. The exfsting allocation is not 
an allocation. by the Secretary of the Interlor that can 
be used to base and to review the Bureau’s finanuial ad- 
minisixat9on of the Central Valley Project. 

“We recognize that authorization of additfonal fea- 
tures of the Central Valley Project may have an impact 
on the physical operation of existing features and re- 
sult in changes in the operating characteristics of all 
featuqes, However, we believe that the changes brought 
about by the constructfon and placing into operation of 
new features through additional authorizations can be 
g$ven consideration through revulsion of official Secre- 
tarial allocations. During the perilods within the addi- 
tional authorSzations, the ffnancial .practic,es should be 
based on an approved fixed allocation for the features 
in operat%on, rather than tentative allocations subject 
to conttnuing changes, Accordingly, we recommend that 
the Secretary take steps to have the allooation of con- 
struction costs of exilsting features of Central Valley 
Project submltted to him for review and approval, We 
recommend further that the financial policies and prac- 
tices of the Bureau of ReclamatSon be based on thfs al- 
location until such time as a Secretary-approved revi- 
sfon 9s ma8.e. ” 

The reply to this- recommendation by the AdmlnfstratSve Assist- 
ant Secretary for the Department of the Interior, dated D&em- 
ber 10, l9569 recognizes the desirability of fixing cost alloca- 
tions but states that the fixing of allocations has been Smprac- 
tical because of enlarged project scope, changing legislative re- 
qufrements, and reevaluation of project accomplishments, The re- 
ply stated also~that a cost allocation which serves as a basis for 
feasibility determinatSon in d,epartmental planning of proposed ad- 
ditkons to the Central Valley Project becomes officLa1 when the 
feas%bil~Lty repo,rts are adopted by the Secretary, 



Between these allocations which are conta!lned in feasibility 
reports adopted by the Secretary, allocations must be made to 
serve administrative and financial needs, For example3 the annual 
recording of interest on the commercial power plant in service re- 
quires the allocation of project cost to project purposes* Change 
%n assumptions such as the cost of4 an alternative single-purpose 
power project, or whether actual ,gperation and maintenance expense 
will be allocated to non-revenue-producing purposes or all such 
expense will be borne by the revenue-producing purposes, w%ll af- 
fect the amount of‘interest on the unamortized balance of electric 
plant in service. 

Our review for the fiscal year 1956 showed that changes such 
#as those fndicated above occurred and other consideratfons which 
prompted the above recommendation remained substantially unchanged, 
Accordingly, the recommendation is repeated. 

ALLOCATION Ok TOTAL ESTIMATED CONSTFBJCTION COST 

As at June 30, 1956, the latest approved estfmate of Federal 
construction cost of authorized Corps projects in the Central Val- 
‘ley Basin *aa $460,17g,OOO. These estimates do not include Inter-, 
est during construction, 

The composftion of the approved estimate of total Federal con- 
struction co& of $460,17g,OOb-and the 
purposes are as follows: 

classification by project 

Projects 

Authorized projects completed or under aonstruation: 
Big Dry Creek Reservoir 
Paizdngton Reservoir 
Merced County stream group 
Pine Flat Reservoir 
Psabella Reservoir 
Tuolumne River (including Cherry Valley Reservoir) 
Saoramento River and tributaries: 

Active portions 

$ - 

40,9~0,000 
21,093,000 

Deferred for restudy or Inactive portion 
gacramento River Plood control 
Lower San Yoaquio River and tributaries 
Sacramento River Deep Water Ship Channel 
Sacramento River Shallow-Draft Channel 
San Joaquin River, Stockton Deep Water Ship Channel 

Total 

Authorized projects--consti-uYotion not started: 
Success Reservoir 
Tertninus’Ae6ervoir 
Blaak Butte Reservoir 
Hogan Reservoir 
Iron Canyon (Table Mountain) Reaervol,r 
New Melones Reservoir 
Amerlaan River levee 
Middle Creek 
Bear Creek Channel 

$249,164,000 

14,400,000 
21,000,000 

s’;i%:% 
7$200.000 
5 *700,000 

Total 211,015.OOO 206,600~000 

Total together $,46o,ln,oo(! $268,593,0Oq 

Multiple- 
purpose control 

12,340,OOO 

20,500,000 
14,550.000 
66,100.000 
11,400,000 

132,711,OOO 54.460.000 

. 
- 
I 

2,4QO,OOO 
1,270,000 

705,000 

4,415,ooo 

$137,126,0Oq 

- / 

$m 
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Although Folsom Dam and Reaervofr, a multiple-purpose project, was 
constructed by the Corps3 the project estimated construction cost 
is not included in the total cost shown in the table above because 
Folsom Dam and Reservoir was transferred to the Bureau of Reclama- 
Non for operation and maintenance on May 15, 1956. The total es-’ 
t&mated construction cost la shown in the table of Bureau projects 
appearing on page 19 of this report, 

Power generation has not been planned in the construction of 
the authorized multiple-purpose projects, with the exception of the 
Iron Canyon Project. Construction of Iron Canyon Reservoir9 how- 
ever3 has been deferred indefinitely because the construction of 
the project would inundate valuable agricultural land and block 
salmon runs. Construction contracts on the Terminus and. Success 
Reservoir Projects had not been awarded at the time 0% our audit, 
Construction of the American River levee has been started siib- 
sequent to June 30, 1956. 

been 
were 
year 

Approved allocations of multiple-purpose project costs have 
made for Pine Flat and Isabella Dams and Reservoirs which 
substantfally completed and placed in operation during fiscal 
1954. (See appendix Ab pp., 102 through 104, of this report,) 

Alloeatlons of constructfon costs 
of Pine Flat and Isabella Reservoir Projects 

Total estimated eonstructfon costs and allocatfons to WF- 
poses at June 30, 1956, are 
follows: 

Reimbursable purpose: 
Irrigation 

Nonreimbursable purposes: 
Flood control 
Power 
Channel Improvements 

Total 

W.a%J.oca.ted increase in 
estimated construction 
wx3t 

Total estimated 
cost 

summarfeed for the two projects*, as 

Pine Flat Isabella 
Amount Percent -&mount l?isEEz --- 

1g,250,000 
2,260,000 

607 0 am 

22,117,000 

4,533,000_ 

$40,900,000 

I. 
-- 

100 $21,093,000 -I_ .7--e -- &i 

The allocat%on of Pine Flat Dam and Resellovoir costs was made in 
1946 although construction by the Corps did not beg%n until April 
1947 * This yapresents a deparbure Born the general rule by the 
Corps of making allocations,when each project fs substantiaIL3.y 
completed B 4s a result, the increase in construction costs of 
$4,533aQO0 over the original amount allocated has not been allo- 
cated to the reimbursable and nonreimbursable purposeso 
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With respect to the amounts allocated to each of the project 
purposes, correspondence and studies we have revIewed Indicated 
that both the Corps of Engineers and the Bureau of Reclamatfon 
agree that the irrigation benefits to be realized from the Kings 
River Project (which included Pine Flat Dam and Reservoir) exceed 
the flood control benefits. As can be seen from the table above9 
47 percent of the estfmated eonstructfon costs are allocated to 
flood control and 35 percent are allocated to irrigat9on. 

The latest annual benefft estimates presented to Congress by 
the Corps for the Pine Flat Dam and Reservoir, contained in the 
pbannfng report prepared fn January 1953, are as followsx 

AnnuaE 
benefits Percent 

Irrigation $2,656,000 51 
Flood .contro‘X 29399,000 47 
Power 77 0 000 2 

Total $5,~32,000 - 100 -- 

The amounts s%lown as allocated to power in the table above are 
~ILassiFisd aa nonreimbursabfe since no definite repayment arrange- 
ments now ~%lst to rspay the amounts allocated to power. The cost 
af Pilne Flat Dam allocated to power represents the cost ai power 
penstsrska anlyo and no portion of the Jofnt costs of’ the dans 1s fn- 
okaded in the amount even though one operatIonaIL use of PI.ne PIat 
Barn is to reregulate power releases from upstream hydroelsetric 
power plants of the Pacific Gas and ElectrBc Company, We have been 
informed by the Corps of Engineers that the operation to peregulate 
power releases will not be allowed to reduce the flood cont’~?ol and 
frrigat$on benefits of the project and that the power company is 
gaylng for the Peregulating benefits under the terms of a perma- 
nent contract with the Department of the Army* 

fn contrast to the allocation of Pfne Flat estfmated aonstruc- 
tfon costsp the allloeation of Isabella cost is based on the! latest 
approved esttmate of construation costs and was made after the con- 
struotlon of the projetctt was completed and placed fn operation. 
The estimated annuaf’bensfits resulting from the operation of 
Isabella Reservoir as determined by the Corps are: 

Flood contro’l 
lrrfgation 
Power 

Annual. 
benefits Percent 

60,000 _3 

$19 674,000 100 



REPAYMENT OF CONSTRUCTION CQSTS 

ALLOL'ATED TO RED'IB~RSABLE PURPOSES 

SOURCES AND STATUS OF REPAYMENT OF REl'D'lBURSABLE -ssv 
COSTS OF CENTRAL VALLEY PROJECT I 

IReimbursabLe allocations of estimated construction costs of 
Centpal Valley Project, anticipated repayments, and I?epayments 
through June 30, lgjB,-are as foPabews:- - 

Tentative Anticipated 
Purpose aLlocation 

PQWC3P 4b 

Irrigattlon water users: 
Water service 384,6o&oso 279,160,300 
DistrSbutSon system 

repayment 

Total 

G'lunicipal water users' 17,41g,000 17,576,4oo -977 9 243a 
Fish and wildlSfe man- 

agement use 

Total. $762.863,917 

Repayment 

1,62o,g68 

84,412 

aExcess of costs over revenues before capital amortization to 
&me 30~ 1956, (see page 32.) 

The amount shorn as anticipated repayment from. commercial power 9.s 
based on the assumptfon of Federal construction of Ta?inity River 
Qivisiora power facilities, The act of August 12, 1955 "69 Stat, 
719)'e which authorized the construction of the Trsinity River Divi- 
sion provided that engineerfng studies and negot%aM.ons should be 
undertaken with the purpose of determining the feasibility and pos- 
sibility of partnership construction of the powel" faciE?Ltfes by a 
non-Federal agency, Qn February 12, 3.957, the Secretary of the In- 

,terioma submitted to Congress a proposal of the Pacific Gas and 
Electric Company (PGBcE) for jo%nt participation fn the construc- 
tion of the Trinity River Divis%sn, The Secretary advised that 
the proposal of PG&E was acxeptable genes-ally and P)ecomrnended ap- 
proval by the Congress, subject to thorough consfderatfon of the 
provis%ons for severance damages in the event the United States 
kshisuld exercise 3.ts elect%on to take oveya the power facilities at 

,the end of the proposed controact period, If the paaPtnersh.Pp ppo- 
posal fs adopted, the anticipated repayment from the power purpose 
'might be materia&&y changed, 
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The repayment amounts through June 30, 1956, for the cornme+ 
cial power and municipal water purposes of the psoject have not 
been reduced by an appropriate amount for the cost of interest dur- 
ing constructions However, the Bureau has provided for %ntex+est 
at 3 percent on the in-vestment in commercial. e1ectH.c plant and 
2,5 percent on the Anvestment in municipab water plant which were 
hn servioe at June 30, 1956, 

Construction costs of the Central Valley Project to be aPepaid 
for power revenues have been est$mated by the Bureau of Beclama.. 
tion as fo%lows~ 

Constructfon costs allocated tar 
Commercial powear #292,a37,OOO 
Irrigation 105,287,300 
Fish and wibdlife 

Total $~j* 000 

Based on these estimates, pawer zrevenues will repay 52 percent of 
the total estimated reimbursable allocatSons of construction costs 
of Central Valley Project, 23 percent of the construction costs al- 
located to irrigation, excluding Lrrigation distribution systems, 
and 9 percent of the construction costs allocated to the refmbursa- 
ble fish and wildlife purpose, 

The Reclamation ProJect Act of 1939 does not provide a spe- 
cific period of years fop repayment of construction costs allo- 
cated to commercfal powea?, An administrative policy has been es- 
tablished by the Department of the Interior for aPepayment of these 
costs withln 50 years from the date the facflibt%es are placed in 
serVf@ee The power system average ~-ate and repayment study for 
We CentraIL Vaabley ProJest at June 30s 1956, shows repayment of 
the power investment of $292,0379000 by 1993, or 50 years from fnf- 
tial operations of power features in the Central Valley ProJeet 
(3L943) and about 30 years from estimated comp%et%;ion date of con- 
struct~on of ala power features in the pIIpo3ect (1963j8 

Particulars on the repayment of the Investment Pn power at 
the Central Valley Project at June 30, 1956, as shown by the rec- 
ords of the Bureau of Reclamation are". 
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ELLectric plant 
ice (note a) 

in serv- 

Revenues for repayment: 
Net revenues before 

interest on plant 
in service 

Less interest due 
the United States 
on plant in serv- 
ice (note c1 

Total. 

Percent of plant 
service repaid 
June 30, 1956 

in 
at 

Cumulative to 

Wmpg% 

1,024&S& 

8 4,4311690 . 

"1CncPudes a p x-0 ortdonate amount of construction cost of multiple- p 
purpose feature constructfon cost allocated to electric plant in 
service through the separable costs --remaining benef%ts method of 
allocation, 

bIncludes FoSsam-Nimbus power facilities, the cost of which are 
not included in the June 30a 1955, amount of $99951.9,&Z0. 

CInterest is computed at the rate of 3 percent on the unpaid baa- 
ante of electric plant in service. 

The Bureau of Reclamat%on has the responsIbilfty sf fixing commer- 
ciaP power rates for the Central Valley Project at a level which 
wf3.1, over the admfnistratfvely determined repayment period, 
ensure repayment of the investment Bn commercial. power and the 
investment in irrigation activities assigned for repayment from 
commerc9a9 power revenues At June 30, 1956, the Bureau had not 
prepared scheduled payout requirements for eomparlson w%th real- 
Szed returns, (See page @L) 

Construetfon costs allocated to ErrigatIon are repayable by 
water users based on capacity to repay, and the repayment of the 
balance of frrfgation construction costs 9s made frPom excess power 
and mun%oipal water-supply revenues. Repayments of construction 

.costs by irrigators are made under construction cost repayment 
contracts and water-service contracts0 
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The probable repayment of construction costs tentatively allo- 
cated to irrigation has been estimated by the Bureau of Beclama- 
tion, at June 30, 3.956, as follows: 

Repayment by ZrrXgatlon water users 
through water-service rates 8 

Repayment from other sources: 
Power revenues 
Municipal water supply 

Total 

In addition, the irrigation water users will pay the estimated 
cost of distribution systems totaling $659g98,9b7 at June 30, X956, 
under construction cost repayment contracts@ 

Water-serv%ce operations at the Central Valley Project are 
olassffied in 12 water-service areas with rates for water deliver- 
ies ranging from f&,50 an acre-foot at river bank to $3.50 an acre- 
foot for firm supply delivered to distribution systems, Long-term 
service contracts for Central Valley Project water have been exe- 
outed with 34 agencies a% June 30, 1956, and negotiations with 38 
agenc9es were in various stages of completion, 

Contracts totaling $62,974,984 for the construction of distrl- 
bution systems have been executed at June 30, 1956, with 12 water 
user organizations, but 4 contracts had not been approved by the 
courts and 2 were in litigation, To June 30e 1956, costs Incurred 
for constmctfon of the distribution systems totaled $42,266,911, 

At June 30s 1956, most of the distribution systems had not 
been completed and transferred to the irrigation districts for 
operation, In addition, development periods provided fn the con- 
tracts have not expired, For these reasons installments have ma- 
tured ($84,4X2,50) on only one contract, the Lfndsay-Strathmore 
Irrigation District, Lindsay, California, at June 30, 1956, 

service areas not assured. 

. 

Qur audit report to the Congress.on the Central Valley, 
Folsom Reservoir, Kings River, and Isabe'L3.a Reservoir Projects, Bu- 
reau of Rec%amation, Department of the Interior, and Corps of Rngi- 
neers (Civil Functions); Department of the Army9 for the fiscal 
year ended June 30, l.955r contained the following general comment 
w%th respect to the realization of estimated revenues from the Sac- 
ramento River and FoLsom service areast 
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"Estimates of revenues for repayment of irrigation 
costs are included from the Sacramento River and Folsom 
service areas which will not be realized until water- 
right questions are resolved or construotion of addi- 
tional irrigation facilities 3s authorized by the Con- 
gress and completed, Failures to realize these revenues 
at the time and in the amounts shown by financial analy- 
sis and repayment studies would extend the repayment pe- 
riod upon which the Bureau analyses are based or would 
require further call upon power revenues to repay irriga- 
tion construction costs.'9 

During our aud%t for the fiscal year 1956, we determined the cur- 
rent policy and practice of the Bureau of Reclamation with respect 
to estimating revenues from these service areas* Comments on the 
current estimates of revenues from the Sacramento River and Folsom 
service areas are included in the following sections: 

Revenue from the Sacramento River service area--The Bureau of 
Reclamation financial analyses and repayment studies upon which 
our reviews of the estimates of Sacramento River service a&a reve- 
nues for fiscal years 1956 and 1955 were based showed the follow- 
ing pertinent information: 

Increase 

Estimated annual revenue $1,000,000 $1,000,000 96 - 
Total estimated revenues 

during repayment period' 54,000,000 57~000,000 -3,ooo,ooo 
First year revenues esti- 

mated to accrue 1960 1957 3 years 
Number of estimated reve- 

nue years 54 57 -3 years 
Year of termination of 

repayment period 2013 2013 

In our prior report we stated that the revenues in the amount 
estimated by the Bureau were doubtful of realization principally 
for the following reasons: 

1. The actual realization of revenues has continually been 
postponed beyond the estimated accrual date, The PIarch 
1954 study, for example, showed revenues accruing during 
fiscal year 1955 in the amount of $750,000 and continu9ng 
annually thereafter in the amount of $l,442,500e The rea-- 
son that these revenues did not accrue in the years which 
the Bureau estimated such revenue would accrue was due to 
the fact that the water usersw and Bureauus relative 
rights to water- in the Sacramento River had not been fi- 
nally resolved, 



2. The Bureau was continuing the %rial PLU-I*~ agreement which 
had been arranged between it and agencies of the State of 
California, The objective of the agreement was the deline- 
ation of relative water rights, which would be a prerequi- 
site to payment to the Bureau for use of Sacramento River 
water, Estimates on the length of time required to settle 
the question of relative rSghts were extreme%y vague, 

3. Rate and quantity factors which would provide support for 
the estimate of the revenues were not available, 

In the reply by the Department of the Interior to our prior report, 
the position was taken that, although collection of revenue had 
not corresponded with the estimated realization of this revenue, 
it could not be maintained that the revenues from the Sacramento 
River would be permanently lost, Also, it was stated that a longer 
repayment period might be required or greater revenues than antici- 
pated for some areas may offset losses in others, 

. 

. 

The most recent repayment analysis, upon which we based our 
review for fiscal year 1956, and which represents the Bureau$s es- 
timate of anticipated revenues from all irrigation service areas, 
includes revenue from the Sacramento River service area in the 
amounts as shown in the table above, As stated in our prior re- 
yort for the fiscal year ended June 30, 1955, the estimate of 
u~l,OOO,OOO annually beginning with the fiscal year 1960 is not sup- 
ported by data showing the quantity of water expected to be deliv- 
ered or the rate per acre-foot expected to be charged for such de- 
liveriesB Until such time as this information is obtained, we be- 
lieve that the realization of revenue from the Sacramento River 
service area in the amounts shown must be classified as doubtful, 

Revenue from the Folsom service area--In our prior report it 
was stated that irrigation water-service revenue at the rate of 
$l,jO an acre-foot was estimated by the Bureau to accrue from the 
Folsom service area, although conveyance facKlities, which would 
allow the realization of the revenue value of water service in 
this area, had not been authorized for construction by the Con- 
gress, nor had the Bureau included In the cost to be repaid the es- 
timated construction cost of such a conveyance system. The Bu- 
reauus average rate and repayment analysis, upon which we based 
our review for fiscal year 1956, again shows revenue at the rate 
of #l,JO per acre-foot in the same circumstances as indicated 
above, 

In the reply of the Department of the Interior to our prior 
report, the following positions were takeno 

1, The rate represents the value of the water at river bank. 

2, There are applications for about 9,000,OOO acre-feet of 
water on the American River, of which l,OOO,OOO acre-feet 
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can be supplied by Folsom, 
for the water, 

Therefore there is a market 

. 3. The water could be sold in other service areas if the 
Folsom south unit were not constructed, 

Since the comments included in our 
atfon each of these positions, our 
following paragraphs: 

prior report take into consider- 
comments are repeated in the 

. 

, 

%egional officials of the Bureau informed us during 
the audit that the rates for delivery of water at the 
river bank below Folsom Dam are the best estfmate that 
can be given currently. However, two circumstances would 
appear to have a bearing on the reasonableness of this 
assumption. 

7. A formal or informal agreement with the Folsom 
service area water users has not been consum- 
mated which would embrace a plan wherein the 
water users would be required to furnish their 

'own capital to construct a conveyance system, 
Without a conveyance system for the distribu- 
tion of water to the lands to be irrigated, wa- 
ter deliveries at river bank would have no 
value to the water users as a usable water re- 
source even though a value as a potential water 
resource exists, 

*s2s The design of Folsom and Nimbus Dams consistent 
with the comprehensive plan for the development 
of the Central Valley Project contemplates Fed- 
eral construction of the Folsom Canal and re- 
lated facilities. A preliminary report by the 
the Regional Director of Region 2 of the Bureau 
on 'Folsom south unit,* dated February 1955, has 
been prepared, Although this report is prelimi- 
nary and subject to revision, it is indicative 
of Bureau planning in the Central Valley Project 
with respect to the Folsom south unit, 

Since the revenues from the Folsom service area included 
as a factor in the repayment of the total reimbursable 
irrigation construction cost could not be obtained with- 
out additional capital investment, it can be concluded 
that, unless the Folsom south unit is authorized by the 
Congress and constructed by the Bureau, the revenues 
shown from the Folsom service area would have to be ob- 
tained from excess commercial power revenues, 

"Bureau officials have stated that, without con- 
structing the water-service facilities, the Folsom water 
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can be marketed in the San Joaquln service area through 
existing Tracy pumps an.d the Delta-Kendota Canal, ThiS 
observation presumes that the users in the Folsom serv- 
ice area could be by-passed in favor of the Delta- 
Mendota servece area, However, it would seem that be- 
fore the Bureau could deliver residual or surplus water 
to the Delta-Mendota service area, satisfaction of the 
American River water rights in the Folsom service area 
would be necessary6" 

Construction of Sacramento canals unit 

: 

. 

In our prior report we stated that construction of the Sacra- 
mento canals unit had started even though repayment contracts had 
not been finally negotfated, Reclamation policy requires that 
water-service contracts be signed in advance of construction, and 
the Congress has expressed concern over the length of time required 
to zegotfate and sign irrigation project repayment contracts* To 
June 309 1955, costs totaling $2,901,646 had been accumulated for 
construction of this unit, 

. 

DurSng fiscal year 1956, additional costs in the amount of 
$1,419,269 were accumulated, bringing the total accumulated cost 
to $4,320,915 at June 309 1956, During our current audit, we were 
informed by regional officials that repayment contracts had not 
been finally negotiated and signed as of June 30, 1~56~ 

In the reply of the Department of the Interior to our prior 
report, it is stated that the Congress has been informed of the 
difficulties the Bureau has encountered in negotiating repayment 
contracts after construction of facilities is completed and that 
construction work is being brought to a standstill after comple- 
tis9n of construction under existing contracts, 

Fire water-service areas in the Central Valley Project are exI 
pected to provide revenues from municipal water-supply users total- 
ing $17,576,400 for repayment of construction costs, This amount 
1s applied to repayment of the allocation to municipal water sup- 
ply of $17,419,000, and the balance of $1579400 will be used to as-- 
sist in repayfng construction costs allocated to irrigation whZch 
irrigators are unable to repay, In addition, the rates for sales 
of water to municipal water-supply users include interest on the 
unamortized investment allocated to municipal water supply at 2.5 
percent per annum. 0n this basis, Central Valley Project*s finan- 
cial reaords of mun%a%pal and industrial water service show a def'i- 
tit of $977,243 at June 30, 1956, This deficit will have to be ab- 
sorbed before any amounts can be shown as repayment of the construc- 
tion cost investment in municipal water supply, 
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Estimates of operating revenues from municipal and Industrial 
water supply include Folsom service area beginning in 1360. Con- 
veyance facilities for this service have not been authorized. 
(See pages 30 and 31.) 
NEGOTIATIONS FOR REPAYXENT CONTRACTS AT THE 

Provisions of authorizing legislation for construction of 
Kings River and Isabella Reservoir Projects require payment to the 
United States by the state or other responsible agency either in 
lump sum or fn annual installments for water conservation, when 
used. Contracts for repayments at these projects have been under 
negotiation with the project beneficiaries by the Corps of Engi- 
neers and the Bureau of Reclamation for a number of years, but at 
neither project had the contracts been executed at completion of 
the audits in January 19578 

On pages 48 through 51 of our prior report, we commented on 
the status of repayment contract negotiations relating to these 
two projects, The significance of these comments is summarized as 
follows: 

1. 

2, 

30 

Negotiation af a long-term repayment contract for the 
Kings River ProjeCta which 9s the responsibility of the Bu- 
reau of Reclamation, began In 19470 Negotiation of the 
construction cost to be repaid is based on the amount of 
$14,250,000, although construction cost estimates have in- 
creased by :,$49533,000 over the amount on whfch the 
$14,250,000 is based. 
The Kings River Project has been in operation since 1954, 
and interim contracts for water servfce have been executed* 
The disposition of the Interim revenues, which to Jtie 30, 
1955, totaled $705,000, had been unsettled. The issue to 
be negotiated was whether the Lnterim revenues should be 
applied to repayment of the amount of :~14,250,000 or to 
the increased construction costs of &,533,000, The total 
revenues accrued to June 30, 1956, were $1,249,000. 
Revenues actually received to June 30, 1955 ($595,000), 
had been returned to the Treasux=y as a reclamation fund de- 
posit (symbol 145000). Since the Kings River Project is 
not a Bureau of Reclamation project, the deposit to the 
reclamation fund is questionable. The total revenue de- 
posited to the reclamation fund to June 30, 1956, was 
$1,1g4,000.~ 

. 

. 'In a letter dated April 22, 1957, the Administrative Assistant 
Secretary of the Department of the Interior stated that revenues 
received by the Bureau of Reclamation in connection with contracts 
for irrigation service from Pine Flat Dam will be deposited in 
the general fund of the Treasury as a m,iscellaneous receipt 
rather than to the reclamation fund, 
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4, Negotfation of a long-term contract for the Isabella Reser- 
voir Project, which is the respons%bilfty of the Corps of 
Rngineers, is based on a tentative, rather than final, al- 
location in the amount,of $4,5739000, 

58 Isabella Reservoir Project hasbeen inoperation since 1954 
but interfm revenues, which to *June 30s 1955, amounted to 
@~f5~629, have been deposited to the general fund of the 
Treasury. The amount of revenue which accrued after Janu- 
ary 1, 1956, was to be applied to repayment of the amount 
of,$4,573,000 if a long-term contract had been signed by 
June 30, 1-956, 

We were Informed during our current audit that an extension of 
the interim water-service contract for the Kings River ProJect pro- 
vided that Snterfm revenues for the years 1956 and 1957 would be 
applied to the repayment of the amount of $14,250,000 provllded 
that a long-term contract was signed, 

c 
I  At the completion of our audit %n January 1957, long-term con- 

tracts for the Kilngs River and Isabella Reservoir Projects had not 
been signed, 

. We believe that the repayment obligations of the beneficiar- 
ies of the conservation purpose at the Kings River and Isabella 
Projects should be f%nally resolved, The projects have been serv- 
ing the conservation purpose for 3 years, but the repayment ar- 
rangements have not been completed, although negotiations have 
been carried on for many years. The ffnancial interests of the 
Wnited States are not served by continuing delays in bringing 
these contracts to agreement and execution, 

Accordingly, we recommend that the Secretary of the Interior 
and the Chief of Engineers make vigorous efforts to consummate con- 
tracts for repayment of costs properly allocable to water conserva- 
ticm at these projects, We further re@ommend that, should efforts 
fail to reach agreement on and execution of contracts for repay- 
ment arrangements, the matters be referred to the approprfate con- 
gressional committees for instructions 'as to further actions, 
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Revenues are der%ved by the Corps of Engineers from rescrvofr 
projects represented principally by rentals from the leasing of 
reservoir lsnds for farming and grazing purposes, Other revenues 
are derived from the concessions and privileges in the proJect 
areas= The aggregate of these revenues are shown as reductions of 
expenses for operating and maintaining the facilities, 

Under the provisions of the Flood Control Act of 1941, as 
amended (U,SoC, gOlc-3), 75 percent of the moneys received during 
any fiscal year on account of the leasing of lands required for 
flood control, navigation, and allied purposes are to be returned 
to the state in which the lands are located, The moneys so re- 
turned are to be used for the benefit of public sohools, public 
roads 3 and simflar purposes within the counties in which the Ia,nds 
are situated, The amounts returned to the states are not entered 
fn the accounting records at the district offices but are dis- 
bursed and recorded at the Office of the Chiefi Washington, L),C, 

. 
Amounts derived from the leasing of latads at the Corps proj- 

ects cumulative to June 30, 1956, are summarized : 

t Total revenues 
credited to 

Kings River 
Psabefla Reservoir . 
Farmington ReservoiT 
Folsom Reservofr 

Returnable 
to 

state 

Revenue 
retained 

by 
Federal 

Oovernment 

s 47,943 $15,981 
6~~208 20,403 

302 
1,206 

On the above basis, the net revenues from operation and mainte- 
nance of fac%lfLties have been improperly increased by $113,675, 

Our report dated December 231, 1956, on the audit of Central 
Valley, Folsom Reservoir3 Kings River, and Isabella Reservoir Proj- 
ects, for the fiscal year ended June 30, 1955, contained a recom- 
mendation as follows: 

Vo show properly the costs of operating and main- 
taining the reservoir projects and to provide for the 
recovery of aILl proper eosts in producing power0 we rec- 
ommend that the revenues from reservckr lands returned 

35 



-. 

and returnable to stat& under the provisions of the 
Flood Control Act af 1941, as amended, be recorded in 
the accounts of.the.prbjekts at the district offices." 

The Assistant Chief:of Engineers has stated that the ikpmtance of 
matters having to do with procedures to be followed in W-)st and fi- 
nancial acoounting for projects with p-~wer has been recognized and 
efforts wlPl be continued to resolve them as soon as practicable. 



ELECTRIC PLANT CONSTRUCTION AND OPERATION 

Project authorfzations to the Bureau of Reclamat.Wn %n the 
Central Valley Basin have provided for construction of hydroelec- 
trdc power plants for generation of electric energy as a feature 
at reservoir pro jests, Although by baw the power program is gen- 
erally subordinate to other purposes at multiple-purpose projects, 
it has developed into a signif2cant aetivfty from a construction 
and operatgng point of view, Operation of these plants is gener- 
ally governed by the storage and release of water for other proj- 
cot purposes with the generation of hydroelectric elaergy, ? prod- 
uct derived from the water releases for the other purposes, A 
part of the energy is used for pumping water for irrfgatfon and 
municipal water=-supply purposes, The responsibility for operation 
of power plants at Federal reservoirs in the Central Valley, as 
well as marketing the power which Is excess to project water- 
sexvice pump9ng needs9 has been placed with the Bureau of Reclama- 
tion, 

The iauthorIzed Fedex-al hydroelectric power plant construction 
program ixa. the Central Valley 9n operation at June 30, 1956, is 
comprised as follows: 

Initial 
operation Number of Name-plate 
of first generatfng capacity 

unit units (kilowatts) 

Shasta 9944 
Keswri,ck 1949 ii 3_:E:: 
Folsom 1955 3 162:oOo 
Nimbus 1955 2 13950s 

Total g 629,500 

The act of August 12, 1955 (69 Stat, ‘?‘lg), akthorized for construe- 
teen the Trinilty River DZvision wfth a purpose of diverting excess 
waters from watersheds outside the basfn for use in the Central I ’ 
VaJlegy, Incident to this development, the Bureau planned an in- 
stallatfon of 233,000 kilowatts of hydroelectric generating capao- 
ity to be integrated with the Central Valley Project Power System. 
However9 the act provides for engineering studfes and negotiations 
w%th a non-Federal agency on proposals for purchase of fall,$ng 
water that are to be concluded and submitted to Congress for ap- 
proval withen 18 months following the enactment of the act, 

In accordance ~14% the provisions of the act, a report on the 
negotiations and studies, together with the recommendation of the 
Secretary of the Interior, was submitted to Congress on February 12, 
19578 (See p0 25,) This report contains no extended comments on 
the proposed partnershfp,agreement. 

In addition to the hydroelectric power plants in operation, 
the Central Valley Project Power System includes transmissiQn 



lines which are in ope~atiorn by the Bureau, No additional trans- 
mission lines were under construction or placed in operation during 
w% e At June 30, 1.956, the number of circuit miles of transmis- 
sion EZnes by transmission voltage was: 

HPlovolts 

230 
1x5 
69 

OthesP 

Cfrcuit 
miles -I_ 

4% 
7 

41 
18 

The total construction cost at June 30, 1956, of the Central 
Va$ley Project Power System, including a share of the cost of 

-mtiatiple-purpose project features related to the generation of 
L paw&r (@ommer@fal, frHgation and municipal water pumpIn@;), has 

not been determined by the Bureau, The separable costs--remaining 
beneffts method of allocation of construction costs results in an 
aUoeation of costs directly to the functions of commercial power9 
irrigation QinbEuding frrigation pumping), municipal water supply . (Sneludir3g municzipal water pumpfng), flood contJro1, navigation, 
fish and wi%dlife, and recreation, For this reason the construo- 
tPon cost of the power system includfng a proportionate share of . the cost of dams3 whfch' provide head for hydrogeneration, cannot 
be determined before a portfon of this cost Is allocated to the 
irrigation and municipal. watere purposes of the project, 

FINB%JCIAL RESULTS FROM POW3R OPERATIONS 

Operation of power- facilities In the Central Valley Basin by 
the Bureau of Reclamation durfng the fiscal year 19.56 resulted In 
excess of revenues over deductions of $5865990089 as shown on 
schedule 3, page 73, of this report, At JUXI~ 30, 1956, there was 
B cumulative excess of revenues over deductions of $60~930,519. 
DepreciatLon is not included by the Bureau of Reclamation in de- 
termining the n?esults from porzrela operations, On page 69 we ex- 
press an opinion on the financial statements included in this ” 
repoz-te 

ENERGY PRQJJJQTION AND DELIVERIES 

Th& souTpce of electric energy, which is received into the 
Centrak ?&J.ley ProJect transmission system for ultimate delivekay 
to the ePeatrio customers of the Bureau of Reclamation and for 
WoJect pumping and other uses, is prlma-rmsily from the four hydro- 
~lectrsfo power plants of the Central Valley Project, In addition to the generattlsn of these plants, however3 theye is an inter- 
change of energy geqerated by the system of the Pacific Gas and 
Electric Company, On relatively fnfrequent occasions9 energy 1s 
purchased from the PG&E system, 
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A sumaz’y of the CentraP Vabley Prsjeot system energy germr- 
ated, inte'mhangedg and purchased and the diqmsitfsn of that en- 
‘ergy, @smparat$ve few the %ilsoal years ended June 30, 19fj6 and 
&955, is shown in the fs%llowlng table: 

+.mce of energy: 
Central Valley Project Power 

Plant generation less station 
use (note, a) : 

Shasta ~ Keswick 
Folsom 
Nimbus 

Total available from 
Central Valley Projeot 
production 

Add : 
Interchange energy re- 

ceived from PG&E system 
Energy purohased from PG&E 

system 

Total energy avallable 
for dispositfon 

Disposition of eneqy: 
Sales to Bureau customersr 

Pacific Gas and Electric 
Company 

Sacramento Municipal 
Utility District 

Ames Aeronautfoal Labora- 
tory (NACR) 

Mare Island Naval Shipyard 
Other austomers 

Total sales to Bureau 
oustomers 

Project and other uses: 
-Tracy’ Pumping Plant 
Contra Costa Pum-dnfx Plants 
FoZsom Pumping Pian? 
Other projeat uses 
Other uses 

Total project and other 
uses 

Interchange energy delivered 
to PG&E system 

TransmissSon and associated 
1OSS~S 

Total energy dlsposi- 
tion 

Fiscal year 1956 
Kilowatt- 

hours Percent 

1,9@+,821,950 
4.26,655,800 
575,407,745 
44,455,J5O 

1,158,606,878 

3,38o9755 

4,113,328,278 - 

1,235,o13,171 
g73,642,824 
84,650,154 
7g,16o,ooo 

155,74o,895 

2,528,207,044 

165,225,520 
g,621,400 
2,283,ooo 
"J~.y:, 

. , 

X80,414,747 

1,=7,913,542 

176,792,945 - 

4,113,328,278 .-.- 

Fiscal year 1955 
Kilowatt- 

hours Percent 

1,794,4o1,677 
3729582,600 3 
4y&3; 1:4 

f ? 2 -L 

7108 2,226,370,667 66.0 

28,1 
1 _e 

100.0 

1,107,300,218 32.9 
35,485,004 1.3. 

3,369,155,889 100.0 

30.0 

23.8 

$:i 
A 

61.5 

667,767s389 19,a 

86’+,920,776 25.7 

47,3w,578 1.4 
73,059,720 

141,62g,!xo E:E 

~p’i91,767,973 53.3 

4.03 
.23 
.95 

248,778,94o 
9,665,300 '2 

4.3 264,o42,091 7.8 

29.9 1,179,7r6,7&' 35.0 

4.3 13o,62g,o38 3.9 

100.00 100.00 1_- 3,369,1%,88g - 

. 
“Station use by all power plants for the fiscal year ended dune 30, 1956, was 

8,?8,955 kwh and for the f’isaal year ended June 30, 1955, 73270,933 kwh. 
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IXM.ng the ffsca1 yeaa;p 1956 the Paeifie Gas and E%ectwdic Company 
received about half of the emepgy of the Central ‘Va%l.ey J?PoJect 
system which was available for @ommex@cfal PPS@~ the Sacramento 
Munfcfpa~ UtiSfty .Distriat seceived about one third, and the Yge- 
mainder of the energy available for comme~ciaf use was dfstrfbuted 
to the remaining customers of the-Bureau of’ Re@lbamation which to- 
taled 24 customers at June 30, 1956, 

Pas?tiouEars on sales of electrio energy for the fiscal. years 
1956 and 1955 to the various users of Centrra% TaXkey Pysoject en- 
ergy are presented ilw the fo%%owing summary: 

Pacific Gas and Electric 
Company 

Sacramento Municipal 
Utility District 

Other state ‘agencies 
Public authorities 
Rural cooperatives 
Project use and inter- 

project sales 

FisoaE year ended June 30 
1936 1955 

Avexage 
xate 

AvFa;ze 

per Number per Number 

Revenue Revenue (mE3) 

$?,6wA?o 2.97 1 $2,296,094 3.44 1 

4,15yg; 1. 
go:; 

* 
i: 

I,544;170 kg 4198 2; 

3,7yy3g 
~,437:694 %:8 22 

379579 4.56 1 15,543 1 

4519 037 2.50 - 11 660,1.05 2.50 22 

-- $g,862,211 3.64 37 $8,120,810 -- & 36 

Tn our report dated December 21, 1956, on the audit OF Central 
Valleys Folsom Rese!3~vsi~~ K3xgs River, and Ksabel3.a Reservofr Prog- 
efzts3 Bureau of Reclamation, Department of the Interior, and Corps 
of Engineers (CfLviJ. FunctAons), Department of the Army, for the 
fiscal year ended June 30, 1955, we presented several findings re- 
lating to electric service provided to eustamers of the Bureau., 

mrztng our audit for the fiscal year 1.956, we reviewed the 
amrent status of the findings commented upon in our priom? report, 
The results of our s?eview have shorn that many of the f%ndings re- 
ported on had not been completely OP satisfactorily resolved0 
Those which were not completely OF satisfaoto~i9y resolved relate 
to: 

. 
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Wheel%ng rate under transmission and exchange 
service contract with Pacific Gas and Electric 
Company 

Operations under Sale and Interchange Contract 
with P&Et 

Project dependable capacity 
Capacity available to company in excess of 

that billed 
Credit for dependable capacity demand by 

preference agencies 
Adjustment for losses in power transmissfon 
Purchase of reactive requirements 

Comments on the current status of those findings are included in 
the following sections of this report, 

. 

In our prior report we stated that, on the basis of our re- 
view of the cost of wheeling the Sacramento Municipal Utility Dis- 
tr9ct (SMUD) load (40 percent of total energy produced, less trans- 
mission losses) to the several points of distribution of the SMUD 
system by PG&E, the rate of one mill per kilowatt-hour was exces- 
sive, 

The contract with SlYUD provfdes that, at such time when SMUD 
has its own transmission facilities constructed for interconnection 
with the Bureau9s system at Elvert% switchyard and fts distribution 
poklts, the Dureau will allow a 10 percent discount applied to the 
gross billing charge to SMUD, rather than the current provision of 
4; percent wh9ch is applied to the gross billing charge. It thus 
becomes apparent that, as between the contracting parties, this 
increment of 5 percent is the measure of the value placed on eon- 
netting the SMUD load with the CVP system, The SMUD is construct- 
fng .%ts own facilities to interconnect with the CVP system, rather 
than the alternatives which are that the Bureau would (1) construct 
similar fa@il1ties or (2) continue the wheeling agreement with the 
Company, 

It was pointed out also that the significance of this conclu- 
sfon would be increasfngly important in the evaluation of the PC%93 
partnership proposal in connection with the Trinity River Division 
power development, if the San Lufs Project were also authorized. 
The project pumping load occasioned by the San Luis Project would 
be signkficant e During fiscal year 1956 there had been no amend- 
ment to the wheeling contract (I75r-2650) which changed the rate 
charged for wheeling power by P&M?,, 
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The reply of the Department of the Interior to our prior re- 
port 9 as it related to our conclusion that the wheeling rate was 
excessive 9 contained the following statement: 

. 
“This contract (~7’5~~2650) was negotiated and 

signed April 2, 1951, and expires in 1961. The circum- 
stances under which it was executed, with a varfety of 
considerations between the Government and the PacSfie 
Gas and Electric Company, made it a contract mutually 
agreed too Prior to its expiration undoubtedly new sit- 
uations ~3.11 call for mod3.fications that can be mutually 
agreeable to the continuation of such a contract. 

“It should be pointed out that at the time of the 
contract, the Congress had declared that no transmfssion 
lines shall be constructed unless the Department finds 
that private power concerns are unable or unwilling to 
negotiate contracts for wheeling Government power to 
preference customers, In the case referred to,the Pa- 
cific Gas and Electric Company has the only facilities 
capable of wheeling the power,” 

. 
During the early part of February 1957 the Secretary of the In- 
terior made public his recommendation of non-Federal construction 
of the power plants of the Trinity River Division of the Central 
Valley Proyect B As of January 3S, 1957, however9 agreement had 
not been reached between representatives of the Bureau and the 
Paciffe Gas and Electric Company concerning the provision of pump- 
1ng energy for the proposed San Luis unit of the Central Valley 
ProJect . 

Preliminary conferences between representatives of the Bureau 
and PG&E nave been held for the purpose of making arrangements for 
delivery of energy to the proposed San Luis unit when required, 
The results of these conferences were not available to us during 
the period of our audit, 

During our audits of operations under the Sale and Inter- 
change Contract (No, I75r-3428) between PG&E and the Bureau we 
have noted several matters which we believe do not provide Lde- 
quate protection to the financial interests of the Federal Govern- 
ment o These matters have been reported in three prior reports, 
Two of these reports3 dated January 20 and August 12, 1955, re- 
spectively, were made to the Commissioner of Reclamation The 
third report for the fiscal year 1955 was made to the CoAgress 
under date of December 21, 1956. 

Since the release of the ffrst two reports3 the Sale and In- 
terchange Contract has been renegotiated to gfve consideration to 
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the inclus3.on in the Central Valley Project Power System of the 
Folsom and Nkmbus Power Plants, The initial operation of these 
power plants began in May of 19550 The amendment to the contract 
was signed December 9, 1955, and became effective January 1, 1956, 
Alss, the contract between the Bureau and PG&E, which provides for 
wheeling of power to Bureau customers by use of the CompanyIs fa- 
cKLlties, was supplemented to make it consistent with the amend- 
ment to the Sale and Interchange Contract, This supplement was 
signed December g9 1955, and became effective January 1, 1956, 

We stated in our prior report9 dated December 21, 1956, that 
a determinatfon of the effect of the amendment and supplement to 
the contracts on the findings, which were contained in the previ- 
ous reports9 would be made during our audit for the fiscal year 
w56 v 

. 
Our review for the fPsca1 year 1956 has shown that many of 

the f%nd%ngs previously reported on were not completely or satfs- 
factorfly resolved by the amendment and supplement to the contracts. 
Comments on those findings which were not completely or satisfac- 
torily resolved are included fn the paragraphs which follow. 

. 

In our prior reports we have commented on the dependable ca- 
pacity of the Central Valley Project Power System, which prior to 
the amendment discussed above had been established by contract at 
300,000 kilowatts, 

The 300,000 kilowatts of dependable capacity was established 
without giving consideration to the capacity of Folsom and Nimbus 
Power Plants, which were not in operation at the time of the nego- 
tiation of the 300,000 kflowatts. 

It was our opinion that the contract dependable capacity was 
understated principally for the following reasons: 

1, The dependable capacfty in the contract was negotiated by 
considering the power production facilities at Shasta and 
Meswick plants of the Central Valley Project as an entity 
separate from the PG&E system, The CVP system> however> 
actually is integrated with the Company’s system, 

2, The value of the Central Valley Prodect capacity to PG&E 
is dependent upon how the capacity may be used in its In- 
tegrated system to help serve its customer load, 

3. Over a period of years the Company had consistently re- 
ported to the Federal Power CommIssfon that 400,000 ki20- 
watts of dependable capacity was available to it from the 
facilities of the Central Valley Project, to serve its 
system requirements at the time of its system peak. 
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4, Reviews of the power operating records of the Central Val- 
ley Project for the fiscal years 1953 through 1955 showed 
that the average of the monthly maximum simultaneous de- 
mands measured at generation had been about 498,000 kw, 
502,000 kw, and 467,000 kw, respectively, This amount of 
capacity adjusted for transmission losses, as provided by 
the contract with the Company, would be substantially in 
excess of 400,000 kilowatts. 

The amendment to the Sale and Interchange Contract (amend- 
ment 3, 175r-34281, signed on December 9, 1955, increased the proj- 
ect dependable capacity under certain operating characteristics, 
These operating characteristics are dependent, in effect, on the 
concurrent avallabilfty of water in Folsom and Shasta Reservoirs0 
For example, if the water in the reservoirs reached certain levels 
at concurrent points of time, the project dependable capacity would 
be escalated upwards depending upon the amount of water actually 
available in the reservoirs, If both reservoirs were substantially 
f%lled, concurrently, the maximum amount of contract dependable 
capacity would be 450,000 kilowatts, Th%s water condition existed 
during May of 1956, and, in accordance with the contract, the maxi- 
mum dependable capacity of 450,000 kw was established, 

En planning reports prepared by the Bureau immediately preced- 
ing renegotfatfon of the project dependable capacity, the Bureau 
had contemplated that the integration of Folsom and Nimbus Power 
Plants in the power system would result In the increase of project 
dependable capacity to 465,000 kw. We were informed by Bureau of- 
ficials that they were not able to demonstrate conclusively that 
465,000 kilowatts of dependable capacity would be available at all 
times during the driest water year of record based on subsequent 
water availability studies, For this reason the Bureau representa- 
tives were unable to insist on 465,000 kilowatts in the negotia- 
tions with the Company, This demonstration was based on the as- 
sumption that the CVP system was independent of the PG&E system,, 

The Pacific Gas and Electric Company in its latest annual re- 
port to the Federal Power CornmissIon, however, has stated that 
518,000 killowatts of dependable capacity adjusted for transmissSon 
losses would be available at the time of its system peak, The 
518,000 kilowatts Is based on the same water availability study as 
used in the negotiation of the contract dependable capacity and is 
based on an adverse water year, 

Our review of the power operating records for the period dur- 
ing which 450,000 kw became the contract dependable capacity and 
which was June through December 1956 shows that the average of the 
monthly maximum simultaneous capacity demands, adjusted for trans- 
mission Sasses and project use, was about 580,000 kilowatts. 
the amount of energy produced in relationship to the capacity 
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available substantially exceeded the requirements of the contract 
to support 450,000 kilowatts of contract dependable capacity. 

Based on these facts, we believe that the renegotiated proj- 
ect dependable capacity has been understated. However3 we were 
informed by Bureau officials that, in the earlier phases of the 
negot%atfons concerned with the amended project dependable capac- 
ity, the Company was negotiating for a quantity of 400,000 kilo- 
watts, but the Bureau was successful in increasing the final nego- 
tiated amount from 400,000 to 450,000 kilowatts, This increase of 
50,000 kilowatts would amount to $25,000 a month, 

Our reviews of power operating records of the Central Valley 
Project for the fiscal years 1953 through 1955 showed that the 
Company had avafled itself of power capacity of the CVP substan- 
tially in excess of that which was used as a base for billing pur- 
poses, The amount of the excess capacity received by the Company 
for these years at 25 cents per kilowatt was $546,435. 

With respect to this capacity, our prior reports contained 
the following significant observations: 

1, Reviews of the contract files did not disclose any infor- 
mation that would lead to the conclusion that this excess 
capacity not paid for was considered in the rates charged 
by the Bureau for capacity made available to the Company. 

2, The Company receives a valuable capacity benefit without 
cost to ft as a result of the provisions in the contract 
between the Bureau and the Company, 

3* Analysis of selected billings to PG&lI showed that the ef- 
fective revenue received by the Bureau from the sale of 
energy to the Company had decreased from 3,8 mjllls per 
kilowatt-hour In June 1953 to 2.5 mills per kilowatt-hour 
in July of 1954. The reductfon in the effective revenue 
rate received by the Bureau was occasioned primarily be- 
cause of substantial reductions in nondependable capacity 
declarations to the Company, although in fact the Company 
did avail itself of large amounts of capacity in excess of 
the declaration to it, 

4, At the time of our prior reviews most of the energy gener- 
ated by the CVP system flowed jlnto the PG&E system, and 
the generating capabilities were controlled primarily by 
the PG&E dispatchers subject to the availability of water 
as determined by regional officfals of the Bureau. All 
energy not required for CVP customers wheeled by PG8eE was 
then available for distribution by the Company to its own 
customerss 
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The amendment and supplement to the contracts, whfch govern 
the aale of power to the Company and wheeling by it to the Bureau 
oustomez33, d$d not change the previous provisions of the contract 
which, in o;l;&~ op%n%on, result fn the finding we had commented on 
in our prevfous reports, The SaPe and Interchange Contract, as 
amended, stKLP provides that the Company will pay at the rate of 
25 cents per kibowatt for that nondependable capacity whfch is 
,made available to %t upon at least 60 days! advance notIce and 
which wf~~ continue to be available for not less than 5 successive 
@aLendEar months, 

During the fiscal year 1956 the amount of free dependable @a- 

$ 
ac%ty at 25 cents per khlowatt received by the Company was 
288,413, The total amount for the fiscal years I.953 through 1956 

is $834,848, Similarly, the amount for the 6 months endlng Decem- 
ber 31, 1956, was $%28,413, 

POP the fjtscal year 1956 the effective revenue rate received 
by the Bureau from energy sales to the Company was 2@97 mflls per 
kilowatt-hour, For the 6 months ended December 31, 1956, the aver- 
age effective revenue rate received by the Bureau was 3e73 miJ.ls 
per kflowatt-hour, Although this increase is substantial, we do 
not believe that it is an indication of a resolution of our find- 
ings, but represents the effect of increased energy consumption by 
the Sacramento MunihtipaE Util$ty District and a slight change in 
the utilization of the capacity of the Central Valley Project 
system to meet the load patterns of the PG&E system, 

In our prior re orts we pointed out that in accordance with 
the contract (x,75x+3 28) E the Company is given credit which is ap- 
plied against the dependable capacity bflled to it to the extent 
of the rn~x~~ simultaneous capacity demand by the preference 
agencies whfch occurred in the monthly billing period or any of 
the 11 immediate preceding months, The effect of this “ratchet” 
provision of the contract fs to provide the Company with an ele: 
ment of free dependable capaelty, 

A review of the CWP power operating records for the fiscal 
-years W53 through 3.S55 showed that the Company has received free 
dependable capacity amounting to about $124,000 for these years, 

The amendment to the contract9 sfgned December go 1955, did 
not result Sm a change of th%s contract provlsion, and for the 
fiscal year 1.956 the Company received free dependable capacity 
amounting to $90,967, For the 6 months ending December 31, 1956, 
the free dependable capacity amounted to $102,555, 

Consistent with the statement in our prrtor report0 the sIgnif- 
ioant increase for the 6 months endIng December 31, .1956, 1s 
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ocoasioned primarily by the incfdence of the large Sacramento Mu- 
njbcipal ?Jti.fity District power load on the CVP system, 

We have stated in our prior reports that the contract 
(17$r-3428) with PC&E for the sale and interchange of capacity and 
energy provided for a load center at Tracy swftchyard of the Bu- 
reau and for losses in power transmfssfon equal to 9 percent of 
capacity measured at generatfon, In addition, for energy delIvered 
directly to the Company9s Cottonwood substation, the contract pro- 
vided an adjustment of 4-l/2 percent to arrive at equivalent en- 
ergy at Tracy switchyard. 

We reported that the adjustment of energy physically delivered 
at Cottonwood to arrive at equivalent energy at Tracy switchyard 
was inequitable for the fo$lowing reasons: 

. 

1, The interconnection of two of the three 230 kv Bureau 
transmission Lines with the PC&E system at the Company’s 
Cottonwood substat!I.on provides a preponderance of system 
versatfJity in favor of the Company, Although the arrange- 
ment provides some degree of additional system stability 
for the @VP system, the stability and versatility afforded 
the Company more than offset any advantage to the Bureau, 

2, Our z~eviews of the power operating records for the fEs@al. 
years I.953 through 3.955 showed that on the average the 

* energy deljlveries direct to Tracy switchyard on the Bu- 
reau 9s west side line were substantfaZly in excess of the 
combined agency and preference use adjusted back to Tracy 
swgtchyard, 

Where large blocks of power are involved, such as those 
whgch exist fn the relationship with the @VP power with 
the PC&E system, it is improbable that such factors as 
availability of water, daily and hou&Ly load on transmis- 
sion lfnes,, and other factors which would have bearing on 
transmfssion losses would remain constant and thus lend 
validity to percentage adjustments used in the contract to 
compute transmfsaion losses, 

%n response to our report to the Commissioner of Reclamation dated 
July 31, 1953, the Commissioner replied that direct metering would 
give a more accurate basis for billing than on the basfs of calcu- 
lations, We were Snformed also that the installation of direct 
metering had been directed by the Chief Engineer of the Bureau. 

Xnstallation of direct metering at all points of interconnec- 
tion with the Company9s system has been accomplished. However, 
percentage adjustments are st99% requfred by the contracts, as 

( amended and supplemented, to adjust energy at points of intercon- 
nection as though the energy had been physically delivered to 
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Tracy switchyard, Since mathematical loss adjustments are still 
required, the effectiveness of complet@ in-and-out metering -Is 
diminished, 

c 
DiscussSons with representatives of the regIonal office of 

the Bureau resulted in the acknowledgment that the metering system 
has not resulted in any substantial change as compared with the 
previous arrangements because percentage loss adjustments are still 
used to arrive at energy consumption for purposes of billing the 
Company a 

We were told that efforts were made in the negotiation pro- 
ceedings to attempt to obtafn agreement that points of intereon- 
nection wfth the Company’s system would be used as a basis for 
determining energy for billing purposes. This agreement would 
have resulted in effective in-and-out metering, The Company, how- 
ever9 was apparently insistent with respect to maintaining the con- 

: tract load center at Tracy switchyard, Consequently, the pofnt 
from which billings would be based continues to be Tracy switch- 
yard * %n addition, . we were informed that further negotiations 
directed toward acceptance of the points of interconneetfons as 

. the basis for determining billing energy would have to be deferred 
until the expiration of the contracts, which occurs in 1961, 

In our prior report dated December 21, 1956, we commented on 
the contract amendment (amendment 2, 175r-3428) which made provi- 
sion for the purchase of the Central Valley Project Power System 
reactive requfrements from PG&E, 

We reported also that the conditions which were anticipated 
to occur on the CVP systemandwhich would require the purchase of 
reactive requirements from the Company did not occur, However9 
the total. contract amount of $108,000 was paid by the Bureau to 
the Company, 
t2on, if any, 

and the audit disclosed that very little considera- 

PG&E, 
was obtafned by the Bureau from these payments to 

During the fiscal year 1956, PGgcE refunded about $6,700 of 
the total of $~O~,OOO paid to it by the Bureau. Since the con- 
tract stated the necessity of the arrangement as resulting from 
the incidence of a large load (Ames Aeronautical Laboratory) which 
never materialized, the adequacy of the amount refunded seems 
questionable. 

We were unable to determine durin our audit for the fiscal 
year 1956 whether the amount of about c6,700 represented a final 
adjustmqnt of the contract amount. $ 

We were told, however, that 
there were no active negotiatfons on the part of the Bureau to 
secure an addAtionaJl refund, 
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ALLOCATION OF PROJECT DEPENDABLE CAPACITY 
TO BUREAU CUSTOMERS 

. Our review of the power operating records for the fiscal year 
1956 relating to the Central Valley Project Power System and dis- 
cussion with Bureau officialshave not disclosed any specific and 
written criteria whfch provfde for standardized and consistent al- 
locations of Central Valley project dependable capacity to exist- 
ing and potential preference customers. 

In our prior report dated December 21, 1956, we stated that 
as of June 30, 1955, the Region had 25 preference customers being 
served from the project dependable capacity, and the total of the 
contract rates of delivery was about 323,000 kilowatts. We stated 
also that technically it could be said that the Bureau had over- 
sold jits project dependable capacity because a simultaneous demand 
by all the project customers at their contract rates of delivery 

_- would exceed the 300,000 kilowatts previously established as proj- 
ect dependable capacity, However, we noted that included in the 
323,000 kilowatts was a quantity of 33,000 kilowatts contracted 

. to the Colorado River Commission, an agency of the State of Nevada, 
This contract had never become operative, and, if that quantity 
were excluded from the contract rates of delivery, the total would 
have been less than the 300,000 kilowatts of contract dependable 
capacity which would be supported with energy, if necessary, by . PC&E in accordance with the terms of the contract, In addition, 
this conclusion was based on the fact that the actual average max- 
imum coincidental demands for the fiscal year 1955 were about 
213,OOO kilowatts, Therefore, about 87,000 kilowatts of dependable 
capacity were either not used or set aside as a system capacity 
reserve. 

Also our review showed that included in the 323,000 kilowatts 
of contract rates of delivery was a quantity of 2l5,OOO kilowatts 
which represented the current contract rate of delivery to the 
Sacramento Municipal Utility District (SMUD),, This quantity rep- 
resented about 67 percent of the total dependable capacity of the 
CVP power system which, at that time, was 300,000 kw. 

Effective June 1, 1956, the water conditions required by the 
amendment to the Sale and Interchange Contract with the Company 
which were necessary to increase the project dependable capacity 
to 4.50,000 kw had occurred, and the contract dependable capacity 
was established at 450,000 kw, At June 30, 1956, the contract 
rates of delivery totaled about 372,000 kw, and at December 31, 
1956, the total of the contract rates of delivery was about 
379,OOQ kw. The difference between the 379,000 kw and 372,000 kw 
is accounted for by the fact that a new contract with the city of 
Rosevflle had been signed which provided the Company with 7,250 kw. 
However, the average monthly maximum simultaneous demand on the 
CVP system capability for the 7 months ended December 31, 1956, 



~a.5 289,252 kw. The maxfmum monthly simultaneous demand for this 
period was 309,506 kw. Since the increase of the project depend- 
able capacity to 450,000 kw, therefore, there has been about 
140,000 kw of dependable capacity which were either not used or 
set aside as a system capacity reserve* 

An official of the Department of the Interior has stated that 
the CVP system requires a capacity reserve of at least 22,500 kw. 
Deducting this quantity from the 140,000 kw referred to above> it 
appears there is about 117,500 kw of project dependable capacity 
which could be allocated to either existing or potential preference 
customers o 

At December 31, 1956, the Bureau had active requests from 
preference agencies not then under contract for power deliveries of 
5,000 kw. In addition, Ames Aeronautical Laboratory, an existing 
preference customer, has requested an fncrease from 50,000 kw to 
lQO,OOO kw since the project dependable capacity was increased to 
450,000 kw. Also, other existing customers were requesting in- 
creases in thefr allocatfons of dependable capacity at that date, 

. 

At the teme of our audftin January 1957, we were informed 
that the contract with the Colorado River Commission had not been 
extended and that the questkon of the extension of this contract 
had not been flPaal%y resolved in the Office of the Secretary of 
the InterTor, The 33,000 kilowatts contracted to the Colorado 
River CommissJeon, however9 are included in the quantities of con- 
tract rates of delivery at June 30 and December 31, 1956, stated 
above B Included in the total contract rates of deljlvery at June 30 
and December 31, 1956, is a quantity of 250,000 kw which repre- 
sented the contract rate of delivery for the Sacramento Municipal 
Utility DistrSct (SMUD), This quantity represented about 56 per- 
cent of the project dependable capacity, respectively, or about 
6’7 and 66 percent of the total contract rates of delfvery at those 
dates o The contract with SMUD provides for possible annual in- 
creases in the contract rate of dellvery up to 2!gO,OOO kw. In 
c-ontrastB the contract rates of delivery of the other 23 Bureau 
preference customers averaged about 5,600 kilowatts at December 311 
1956 a 

Recommendation to the Secretary of the Interior 

. 

In view of the facts (1) that there are considerable quanti- 
ties of reserve or unused capacity, (2) that one preference cus- 
tomer recefves a very large quantity of project dependable capac- 
%ty, and (3) that there are several requests for allocations of 
project dependable capacity from potential preference customers3 
we recommend that specific policies and procedures relating to the 
allocatSon of project dependable capacity to existing or potential 
customers of the Central Valley Project Power System be established 
for guidance of Bureau and preference agency officials. 
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Construction of initial multiple-purpose water features con- 
slctered as a part of the comprehensive plan for the development of 
the Central Valley Basin has been substantially completed by the 
Bureau of Reclamation and the Corps of Engineers, These features 
are operational with respect to their multiple-purposes in varying 
degrees, During the fiscal year ended June 30, 1956, no addi- 
tional features were placed in operation. 

Fundamentally these features consfist of dams and reservoirs 
to control headwaters of major streams in the basin and to store 
the water for later uses of %rrigation, municipal water, and power, 
There are five major multiple-purpose dams and two afterbay- 
reregulating dams in operation which provide a total storage capac- 
ity of 7,621,OOO acre-feet, To distribute the stored portion of 
the water, there exists an initial network of conveyance canals to 
transport the water to various locales of irrigation and municipal 
USE, The general plan is that the water will flow to these lo- 
cales by gravitation, but it 1s necessary that water pumping 
plants exist to lift the water to a sufficient elevation that will 
enable gravitational flows. To accomplish this objective, certain 
pumping plants have been constructed and are in operation, 

The operation and maintenance of the dams and reservoirs have 
been undertaken by the Bureau in some cases and by the Corps in 
others. Folsom Dam and Reservoir, although constructed by the 
Corps, will be operated and maintained by the Bureau as a part of 
the Central Valley Project, Pine Flat and Isabella Dams and Res- 
ervoirs were constructed by the Corps and will be operated and 
maintained by the Corps, 
operated by the Bureau; 

All other dams and reservofrs are being 
but where operation of the reservoirs for 

flood control purposes becomes necessary, criteria for flood con- 
trol operation is established by the Corps of Engineers, 

Total water deliver3Les from the various conveyance canals and 
distributfon systems during the fiscal year ended June 30, 1956, 
were 1,505,579 acre-feet compared with total deliveries of 
1,239,568 acre-feet during the fiscal year ended June 30, 1955. 

FINANCIAL RESULTS FROY WATER OPERATIONS 

. 

Results from operation of water-service facilities in the 
Central Valley Basin durfq the fiscal year 1956 are shown on 
schedules 4 and 5, pages 74 and 75, of this report, At June 30, 
1946, there was accumulative excess of revenues over deductions 
from water operations of $643,726. Irrigation operations showed 
an excess of revenues over deductions of $1,620,968, but municipal 
water-supply operations showed an excess of deductions over reve- 

I nues totalfng &77,242, DeprecSatfon fs not included by the Bu- 
reau of Reclamation in determining the results from water-service 
operations, These results are subject also to the notes to finan- 
cial statements, pages 82 through 94, of this report, 



PXXOD CONTROL PLANT CONSTRUCTION AND OPERATION 

. 
Federal fabood control partfcipation in the Central Va%le.y Ba- 

sfn has been undertaken by the Bureau of Reclamation and the Covops 
of Engineers by construction and operation of multiple-purpose and 
single-purpose river control projects fn the Sacramento and San 
Joaquin Valleys or by participation in the construction cost of 
projects which provide capacity for flood protection, 

The Bureau*s participation in flood control activities in the 
basin has been through the construction aand operation of multiple- 
purpose dams and reservoirs which provide for the opportune stor- 
age of flood waters, However 9 the principal benefits stated by 
the Bureau to accrue from the operation of these multiple-purpose 
dams and reservofrs are for authorized purposes other than flood 
controbe 

The Corps also constructs multiple- ayad single-purpose dams 
and reservoirs as well as levee systems and other channel rectifi- 
cation work which are designed to supplement rPeservoihr control of 
flood waters* In total, the principal benefits stated by the 
Corps to accrue from the operation of its multiple-purpose dams 
and reservoirs in the Central Valley Basin relate to the purpose 
of flood control rather than the other authorfized purposes of the 
project, AI.1 Corps construction is by authority of Congress, 
Most Corps* projects ape by specific congressional authorizations, 
but certain small projects, emergency work, and some other types 
of work are undertaken under certain general congressional authori- 
zations, 

The projects of the Bureau and the Corps which provtlde flood 
control protection have been designed and constructed generally 
consistent with the comprehensive plan for flood control protection 
hn the Central Valley Basin, Criteria for operation of both Bu- 
peau and Corps dams and Ybeservoirs for* flood protection ape estab- 
19shed by the Corps of Engineers, 

The total estimated construction cost at June 30, 1956, of 
Bureau and Corps projects constructed, under construct%on, and au- 
thorized for construction allocated to flood oontyol hs as follows: 

Corps of Engineers 
Bureau of Reclamation 

Totah $205.~000 

The amount shown in the table above for the Corps does not include 
the estimated construction costs of six multiple-purpose dams and 
reservoirs which have been authorized for construction by the 
CQXp 0 Although these projects have been authorized, construction 
had not been stated at the time of o'ur audit, nap had allocations 
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of the total estimated construction costs been made to the pur- 
poses served by these projects. The specific projects and their 
total estimated construction costs are: 

Dam and reservoir 

success 
Terminus 
Black Butte 
Hogan 
New Melones 
Iron Canyon 

-Total estimated 
construction cost 

96 13,9oo,ooo 
18,600,000 
169200,000 
16,900,ooo 
359900,000 

Total $198,700,000 

At June 309 1~956, the flood control amounts applicable to 
projects constructed or under construction by the Corps are sum- 
marized as follows: 

Multiple-purpose projects 
Single-purpose projects 

$ 34,7199ooo 

Total 

The.flood control amounts at June 300 1956, applicable to projects 
constructed or under construction by the Bureau were not readily 
determinable, The Bureau records show $57,988,000 of the total 
Central Valley Project plant-in-service amount of #501,732,810 as 
allocated to the nonreimbursable purposes which are flood control, 
navigation, and certain fish =and wildlife costs, Individual 
amounts for each purpose.were not readily determinable, Not fn- 
eluded in the amount allocated to nonreimbursable purposes0 how- 
ever, is a portion of Central Valley Project construction work in 
progress which amounted to $11,891,109 at June 309 1956, Also, 
the Bureau*s Solano Project was under construction at June 30, 
1.956, and no allocation of construction costs to that date had 
been made to flood control. which is a stated purpose of the proj- 
ect e Total construction cost of the Solano Project to June 30, 
a956o was $18,761,14g, 

COST OF FLQOD CONTROL OPERATIONS 

The cumulative costs to June 30, 1956, for operating and 
maintaining single-purpose facilities of the Corps of Engineers 
for flood damage 

7 
revention 

to $18,166,357. 
in the Central Valley Basin amounted 

See schedule 7, page 77# and note 13$ page 90.) 
Costs applicable to flood control resulting from operating and 
maintaining Pilne Flat and Isabella Dams and Reservoiras which are 

. multiple-purpose projects, were not determined by the Corps and 
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therefore cannot be stated in this report.1 Additional comments 
on the Corps?policy relating to the allocation of joint costs and 
expenses of operation of multiple-purpose projects appear on pages 
60 through 62 of this report* 

The Bureau of Reclamation allocates all multiple-purpose oper- 
ating expense to reimbursable project purposes1 and no amounts are 
allocated to the nonreimbursable project purposes0 Additional com- 
ments on Bureau procedures appear on pages 60 through 62 of this 

'report. 

BENEFITS FROM FLOOD CONTROL PLANT OPERATION 

Flood control benefits for all Bureau of Reclamation and Corps 
of Engineers projects in the basin are determined by the Corps, 
The benefits are arrived at primarily by determining the value of 
preventable damage to property and resultant increased use of the 
protected land which is brought about by Federal construction of, 
or participation in, the project, The Corps estimates that the 
coordinated operation of the completed projects, those in various 
stages of completion, and those authorized for construction will 
contribute $15,814,000 in annual flood control benefits, 

At June 30p 1956, completed projects provided annual flood 
control benefits of $89580,000, excluding the benefits provided by 
the coordinated system of leveed natural waterways including weirs, 
outfall gates, and leveed by-passes on the lower reaches of the 
Sacramento River and tributaries, This Corps project has been de- 
veloped over a period of nearly 50 years under varying economic 
conditions, and the Corps considers that it is not possible to de- 
termine with accuracy the average annual benefits that might be 
credited to that work* 

In part, the Corps supports the economic soundness of this 
project by the fact that the State of California and other local 
interests have been willing to invest about 85 million dollars as 
their share of the project cost, 

Flood control benefits attributable to Shasta and Friant Dams 
of the Central Valley Project which were constructed and are oper- 
ated by the Bureau of Reclamation were computed by the Corps of 
Engineers in I.9478 These benefits have not been revised either by 
the Corps or by the Bureau since that date, except for adjustments 
in price levelsca However o additional flood control benefits were 
included in the Central Valley Project benefits in 1953 because Of 
the beneficial operation of the partially completed Folsom Dam, 

. 

1 
By letter dated October 2, 1957, the Assistant Chief of Engineers 
for Civil Works% Corps of Engineers, stated that the District En- 
gineer is being instructed to make the distribution of operation 
and maintenance costs on the basis of the anticipated percentages 
to be used in connection with the permanent contracts for these 
projects* 54 



Improvement of Central Valley navigation is one of the author- 
ized purposes in the development of the Central Valley Basin, Navi- 
gation activities in the Central Valley Basin are pursued princi- 
pally on the Sacramento River between the mouth of the river and 
the town of Colusa about 145 miles upstream and on the San Joaquin 
River between its mouth and the city of Stockton, California, At 
the present time a deep water ship channel suitable for navigation 
by ocean-going vessels is under construction by the Corps of Engi- 
neers* The channel parallels the Sacramento River between the 
mouth and the city of Sacramento. Activity onthe Sacramento 
River currently is confined to shallow-draft or barge-type ship- 
M-w Although the San Joaquin River is classified as a navigable 
river for a considerable distance upstream from the city of Stock- 
ton, no significant navigation activity presently is pursued on 
the river upstream from Stockton, 

Tonnage of commercial waterway traffic on the various rivers 
in the basin for the calendar years 1953 through 1955 vas as fol- 
lows: 

River 

San Joaquin River (including port 
of Stockton) 

Sacramento River (including port 
2&13,938 2,035,050 J-99799597 

of Sacramento) 
Middle River 

2,2;;&& "p':;&$; 1~972,059 

Old River 
Mokelumne River 

2;$6;7 212:126 
24,884 

2270836 
'1 31,672 

Total 4,882,526 4,534,602 4,236,048 

Corps of Engineers estimates, included in the January 1956 plan- 
ning report on the Sacramento River Deep Water Ship Channel now 
under construction by the Corps0 indicate that the completion of 
that project will add 21690,000 tons of traffic by the year 1961 
and 4,098,OOO and 59099,000 tons by 1985 and 2010, respectively, 

Navfgation is enhanced by the Corps and the Bureau by con- 
struction of dams and levees and by channel dredging and snagging. 
The following tabulation summarizes at June 30p 1956, the Corps' 
and the Bureau*s tentative construction cost allocation to naviga- 
tion for multiple-purpose projects in operation and under construc- 
tion and the estimated costs at June 300 1956, of single-purpose 
navigation projects in operation and under construction: 
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Projects 
TciLlltinle-nurnose Single-nurnose 

Corps of Engineers $ $52,042,000 
Bureau of Reclamation 12.94;.000 - 

Total $12,940,000 $52,0423000 

As stated on page 21 of this report, existing cost allocations of 
the multiple-purpose projects are tentative and allocations in the 
above summary are subject to revision. 

.- 

The Bureau's stated contribution to the improvement of naviga- 
tion results primarily from the construction and operation of 
Shasta Dam and Reservoir. Friant and Folsom Dams and Reservoirs 
also are stated to contribute, on a smaller scale, to improvement 
of navigation. Sy release of water from these reservoirs, princi- 
pally Shasta, navigable depths are maintained and damage to navi- 
gation structures from marine forces is reduced. 

. The Corps contribution to navigation improvement in the basin 
results from the construction of single-purpose navigation proj- 
ects and particularly the Sacramento River Deep Water Ship Channel 
presently under construction at an estimated cost of $37,500,000~ 
This amount is included in the total estimated construction cost 
of single-purpose navigation projects shown in the table above as 
$~2~042~000. 

All authorized navigation projects in the Central Valley Ba- 
sin are presently constructed or under construction, 

The cumulative costs to June 300 1956, incurred by the Corps 
of Engineers for operating and maintaining navi atfon plant in the 
Central Valley Bas'in amounted to $13,618,361. r See schedule TO 
page 77 8 and note 130 page 90.) 

The Bureau of Reclamation allocates all multiple-purpose op- 
erating expense to reimbursable project purposeso and no amounts 
are allocated to the nonreimbursable project purposese Additional 
comments on Bureau procedures appear on pages 60 through 62 of 
this report. 

BENEFITS FROH NAVIGATION PLANT OPERATIONS 

Navigation benefits which are expected to result from the con- 
struction and operation of projects by the Bureau of Reclamation 
and the Corps of Engineers are computed by the Corps* The esti- 
mated annaal benefits resulting from navigation projects completed 
or under construction are summarized as follows: 
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Navigation 
benefits 

Corps of Engineers: 
Sacramento River Deep Water Ship Channel 
Stockton Channel (benefits attributable 

to work authorized in 1930) 

$1,7S3,000 

370.000 

2.128.000 

_- 

Bureau of Reclamation: 
Central Valley Project 1m 

Total $3,453,400 

Benefits for several Corps of Engineers projects are not available. 
These projects are old and have been in operation for a number of 
years. One project, the Sacramento River Shallow-Draft Channel, 
has been authorized for construction. and maintenance since 1899. 
Other projects in which benefits are not available are (1) Stock- 

. ton Channel authorized before 1950, (2) Middle River, (3) Moke-, 
lumne, (4) Old River, and (5) San Joaquin River Shallow-Draft 
Channel. The Corps has informed us that the total benefits from 
the Stockton Deep Water Ship Channel have not been evaluated re- 
cently but would be in the order of $2,000,000 a year, 

Based on our review of the latest construction cost allocn- 
tion study available to us prepared by the Bureau of Reclamation, 
we believe that allocation of the construction cost of the Central 
Valley Project to navigation is subject to question, 

The tentative allocation of Central Valley Project construc- 
tion costs was made in accordance with the separable costs--re- 
maining benefits method of cost allocation which is described in 
appendix B of this report. One of the steps involved in determin- 
ing the amount of construction cost to be allocated to a partlcu- 
lar purpose, in accordance with this method, is to determine what 
specific costs of the project can be identified solely with a par- 
ticular project purpose under review. This phase bn the alloca- 
tion procedure is identified as determining the separable cost. 
Our review showed that the Bureau had not identified any project 
construction costs which were incurred solely for the navigation 
purpose; statements of Bureau officials, which we revlewed, lndl- 
cated that without the navigation purpose other project functions 
would require very closely the same quantity of storage and re- 
lated releases, so that the elimination of the navigation purpose . 
from the project would not result in any significant changes in 
the existing project facilities, 

Since the Corps determined that $1,3259400 of estlmated an- 
nual. benefits to navigation interests would result from the 



operation of the Central Va)ley Project, the separable costs-tie- 
maining benefits method of allocation of construction costs would 
necessitate an allocation of some costs to that purpose. As it 
had been determined that no separable cost could be assigned to 
the navigation purpose, only a portion of the joint costs which re- 
late to all purposes of the project could be allocated to naviga- 
tion, This portion of joint costs allocable to navigation in the 
study reviewed by us was determined by the Bureau to be $12,940,000~ 

The navigation benefits used in the construction cost alloca- 
tion reviewed by us were computed in 1947 based on studies and 
analyses made in 19431 which in turn utilized statistics, some of 
which were obtained prior to World War II. Since 1943 many 
changes in economic considerations which would affect the validity 
of the amount of annual benefits assumed for the purpose of the Bu- 
reauOs allocation studies have occurred. After about 15 years 
from the date of the completion of the original study, traffic has 
not developed proportionately as estimated, especially with re- 
spect to agricultural commodities. Also there have been price 
level changes since the date of completion of the original study 
in 19430 
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ACCOUNTING AND FINANCIAL POLICIES 

DEVELOPMENT OF ACCOUNTING SYSTEMS 

The accounting systems in use by the Corps of Engineers (Civil 
Functions) and the Bureau of Reclamation are based on recognized 
accounting principles with the accounts for power operations main- 
tained to the extent practfcable in accordance with the uniform 
system of accounts prescribed for public utilities by the Federal 
Power Comm%ssion under the Federal Power Act (16 U.S.C. 825b). 

.= 

. 

c’rual 
The systems of both the Corps and the Bureau are based/on ac- 

accounting and dfstinguish between capital and revenue ex- 
penditures. Because the accounting systems of the Corps and the 
Bureau have many similarities, comparable financial data for tnean- 
ingful consolidated financial statements of assets and liabilities 
and results from operations can be obtalned. However, before the 
accounting records can provide such financial data with reasonable 
accuracy9 policy decisions that are comparable and consistent be- 
tween the agencfes must be reached on cost accounting practices, 
allocations to purposes of construction costs and operating ex- 
penses of multiple-purpose projects, interest on Federal invest- 
ment in commercial power facilities, and depreciation on plant in 
service o 

‘General agreement has been reached between the Corps of Engi- 
neers 9 the Department of the Interior, and the Federal Power Cotn- 
mission and concurred in by the General Accounting Office on the 
use of simple interest during construction and the proportionate 
method of accounting for the operation of joint facilities on 
multiple-purpose projects. The Corps of Engineers has reached de- 
cisions on certa%.n other major accounting and financial policies, 
but decisions have not been made thereon by the Department of the 
Interior 0 

COST ACCOUNTING PRACTICES 

The Corps of Engjineers and the Bureau of Reclamation do not 
bear the costs applicable to their activities of administrative 
and other servfces rendered by other Federal agencies not assign- 
able to projects pursuant to law or administrative policy. These 
services include amounts for rentals and other services furnished 
without charge by General ServSces Administration and other Federal 
agencies, death and disabilfty claims on account of the Corps and 
Bureau employees paid by the Bureau of Employees’ Compensation, De- 
partment of Labor, and the amounts applicable to thefr operations 
of the cost of the Civil Service Retirement System. 

The administrative costs of the Office of the Chief of Engi- 
,neers and of division offices are paid from the approprfations to 
the Corps for general expenses and are not dfstributed to construc- 
tfon, operation and maintenance, and other programs. Likewise, 
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the costs of the CommissSoner”s Office, Washfngton, D.C., and a 
part of the costs of the Commissfonervs Office, Denver, and the 
regional offices of the Bureau of Reclamation are paid from an 
appropriation to the Bureau for general admfnistratfve expenses 
and are not dfstrfbuted to projects as a cost. 

Provisions for accrued annual and sick leave of employees are 
fncl.uded in property costs and operating expenses by the Corps of 
Engineers. Such provisions have not been made by the Bureau of 
Reclamation, but the amounts of salaries and wages pafd to employ- 
ees while on annual or sfck leave are charged to property or op- 
erating expense accounts. 

Expenditures for prelfmfnary surveys and %nvestigations are 
included in property costs by the Bureau of Reclamation but not by 
the Corps of Engineers. 

ALLOCATION TO POWER AND OTHER PURPOSES 
OF JOINT COSTS AND EXPENSES OF OPERATION 

Costs and expenses of operating and maintaining multiple- 
purpose projects consist of amounts that can be Identified directly 
to a specfffc purpose and amounts that are common to all purposes 
served by the project. The operating and maintenance expenses 
that can be Identified to specific purposes are charged directly 
to those purposes9 and the expenses common to all purposes require 
allocation. Costs and expenses common to purposes served by a 
multiple-purpose project may be classified as follows: 

1. Depreciation and interest on investment in plant, property, 
and equipment jointly useful to the several purposes. 

2, Operation and maintenance expenses common to all purposesJ 
such as supervision and administration, camp expenses, 
reservoir operatfons, and similar aetivfties. 

The Corps of Engineers and the Department of the Interior have not 
established comparable policies and practfces for allocating to 
purposes the joint costs and expenses of operation and maintenance. 
The Corps ProgramSng and AccountEng Manual provides that actual op- 
eration and maintenance expenses wfll be allocated to functions 
served in a manner consistent with the basic allocation, This 
manual provision refers to letters of instruction which provide 
the basis and guides for district offfces fn making allocations of 
an applicable share of the operatI.on and maintenance costs that 
are common to all funct$ons to power and nonpower purposes. Ac- 
counting Instructions, however2 do not provide a basis for the al- 
location of deprecfatfon expense for the annual depreciation for 
multiple-purpose projects. 

The 3nterfor Department Appropriation Act, 1953 (66 Stat. 
445) 9 approved July gp 1952, contained the following provfsfon: 
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“Sums appropriated herein which are expended in the 
performance of refmbursable functions of the Bureau of 
Reclamation shall be returnable to the extent and fn the 
manner provided by law.” 

Interior Department appropriation acts for succeeding years have 
contained identfcal provisions. Under this provision ?In the ap- 
propriation acts, the regional director allocated expenses at the 
Central Valley Project to nonreembursable purposes (flood control 
and navigation). Ef’fectfve with fiscal year 1956, the Bureau in 
Region II changed fts policy, and the expenses of the fiscal year 
1956 for operating and maintaining the multiple-purpose facilities 
of Central Valley Project were allocated to and recorded directly 
in operation and maintenance expense accounts relating to reimburs- 
able purposes of the project. However, adjustments were made, 
where applicable 9 En the allocations of estimated construction 
costs to nonreimbursable purposes to provfde for estimated annual 
operation and maintenance expense’. 

The Bureau has not provided depreciation on plant in service, 
and this cost of operation has not been considered in the alloea- 
tfon of operatfng costs and expenses to purposes. 

Recommendation to the Secretary of the Interior 
and the Chief of Engineers - 

The fairness of the amounts determined for results from op- 
erations is dependent upon the reasonableness of the allocations 
to purposes of costs and expenses. The Corps and the Department 
of the Interior have not establfshed comparable polfcies and prac- 
tices on these allocations. In our report dated December 21, 1956, 
on the audft of the Central Valley, Folsom Reservoirs Kings River, 
and Isabella Reservoir Projects for the fiscal year ended June 30, 
1955 be PO 9% we recommended that policies be adopted which 
would provide a sound and consistent basis for allocating joint 
costs and expenses as follows: 

” 1 O 

“2 I 

“3, 

Allocation to power and nonpower purposes of provi- 
sions for depreciation on plant, property, and equip- 
ment common to more than one purpose on the basis of 
the capftal cost allocation. 

Limit the computatfon and recording of interest on 
Investment to commercial power and municipal and in- 
dustrial water supply purposes and to charge as a 
cost of operat%ons on the basfs of the capital cost 
allocation to these two purposes. 

Allocation to purposes of current operation and main- 
tenance expenses on the basis of current use of the 
facilities.” 



This recommendation has been adopted in part by the Corps of Engi- 
neers, but decfsions thereon by the Department of the Interior have 
not been made. We were informed by the Administrative Assistant 
Secretary of the Interior on November 26, 1956, that these matters 
and other related problems are receiving current consideration by 
the Department 0 Unt%l these matters are resolved by the respective 
agencies, agreement on comparable polfcies cannot be reached. Ac- 
cordingly, we repeat our recommendation contallned in our previlous 
report o 

PROVISIONS FOR DEPRECIATION OF FACILITIES 

.- 

Accounting procedures of the Corps of Engineers provide for 
depreciation of multfple-purpose projects including power at rates 
based on the estimated servfce lives of the depreciable assets in- 
cluded in the plant-in-service accounts, The strafght-line method 
of depreciatfon is prescribed for use, and rates are applied to the 
cost of the multiple-purpose plant in service. The Corps account- 
ing procedures do not prescrfbe deprecfatlon on the flood control 
and navigation projects which do not include power as a purpose. 

Transfers to plant in servfce are made for speclf’ic features, 
subfeatures, or unfts serving a project purpose3 plus the related 
portfon of joint facilities, including interest during construc- 
tion, on the basis of completion to the point of actual avallabil- 
ity to serve the project purpose. In the case of power develop- 
ment at multiple-purpose projects, transfers to plant in service 
are made on the basis of each generating unit scheduled initially 
as a part of a continutng construction schedule. The in-service 
date for plant fn service will be considered as the first of the 
month following the availability to serve the project purpose. 

The instructtons fn the Programfng and Accounting Manual of 
the Corps provide that retroactive adjustments not be made where 
completed construction has been transferred to plant in service 
and interest and depreciation computations have been entered in 
the accounts In accordance with prior instructions, 

The Bureau of Reclamation has not had a well-defined and con- 
tinuing policy for recordfng depreciation on plant in service as 
an element of cost of ope 
visions for replacements, fi 

atfons. Under the present policy, pro- 
as shown by the average rate and 

‘As computed by the Bureau> the “provisions for replacements” are 
des%gned to provide only for replacements of those items of plant 
in service which would have to be replaced during the repayment 
period, generally 50 years. Accordingly, the practice of the Bu- 
reau does not conform to the generally understood concept associ- 
ated with the term “Accumulated provisions for replacements” of 
periodic provfsfons based on estimated replacement CoStS Of all 
fixed properties in services and it has none of the characteris- 
tics of depreciation accounting. 
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repayment studies, are entered in the accounting records9 and 
amounts for depreciation of plant in service are to be maintained 
in memorandum records. 

As stated iln Accounting Principles Memorandum No. 1 (sec- 
tion VIII on Property Accounting) issued by the Comptroller Gen- 
eral on November 26, 1952, agencies which carry on public utility 
activities should control all fixed assets through their accounts 
with appropriate provisions for depreciation, Depreciation should 
be recorded as a part of the process of determining the cost of 
carrying out the various functions or purposes, regardless of the 
method employed in financing the activity. 

Certain assets, such as land and land rights, exclusive of 
fee acquisft$.on, canal excavation and grading of roads, relocation 
of existing facilities, and intangibles, are not deprecitable in the 
normal sense (I Their usefulness, however, is contingent on the 
life of the projects, and for this reason some form of amortiza- 
tion should be recognfzed in the accounts. 

Recommendation to the Secretary of the Interior 
and the Chief’ of Engineers 

Our prior report dated December 21, 1956, on the audit of 
Central Valley, Folsom Reservoir, Kings River9 and Isabella Proj- 
ects for the fiscal year ended June 30, 1955, contained a recommen- 
dation as follows: 

“To obtain comparable financial data on water re- 
source programs, we recommend that the Chief of Engf- 
neers and the Secretary of the Interior establish 
jo-lntly, and apply consistently, a policy on deprecia- 
tlon that will provjide (1) recording Zn the books of 
account a cost of producing services and (2) the amounts 
attributable to reduction in service lives of plant, 
based on principles, as follows: 

“1. The computation of depreciation provisions un- 
der the straight-lfne method with a maximum 
service life of 100 years. 

“2.’ The application of the policy to depreciable 
plant in servfce, whether or not revenues are 
derived from rendering of the service. 

“3. The absorption, as depreciation or amortiza- 
tion of costs of land and land rights (exclu- 
sfve of acquQ33,tion costs in fee), canal exca- 
vations, excavation and grading of roads, re- 
locations of existing facilitfes, and fntan- 
gibles. 
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Joint facilities and common facilities to be 
considered as plant 3.n servilce in the ratio of 
installed capacity to total capacity based on 
a planned installation schedule of generators 
that are installed under an uninterrupted con- 
struction program of the project. For certain 
projects, such as projects having substantfal 
power storage benefits in addition to at-site 
generation, modiflcatfons may be required in 
this formula to obtain a proper determinatZon 
of depreciation and interest expense. 

The provisfon in the accounts for depreciation 
on plant 2n service not (and not to be) operated 
permanently by the Government. 

Depreclatfon be computed from the first of the 
month succeeding the date the facflitles are 
placed in service. 

Adjustments be made for the deficient and unre- 
corded depreciation 9n the past, wherever the 
amounts are material and would have a signifi- 
cant-effect in determining the results of op- 
eratfng and maintainfng the f’acilfties. 

The presentation in the financial statements of 
the accumulated provfsions for deprecfation as 
a deduction from plant fn service,” 

CertalEn of the principles relating to depreciation have been 
adopted by the Corps of Engineers for multiple-purpose projects 
including power. Decis-lon by the Department of the Interior on 
deprecfat$on has not been reached, We have been informed that 
these decfsions cannot be reached until recommendations of the In- 
terior Cost Allocation and Financial Practfces Commfttee have 
been reeefved and considered by the Department. 

Inasmuch as the pol2cy on depreciation has not been completely 
adopted, the recommendation on depreciation 1s repeated 3.n this re- 
port q 

INTEREST ON THE FEDERAL INVESTMENT 

The accounting procedures Issued by the Corps of EngEneers in 
fiscal year 1956 provide for recording interest at the rate of 
2.5 percent on the net unrecovered Federal investment in multiple- 
purpose projects which include reimbursable purposes, Interest on 
the fnvestment is to be computed durfng the construction period on 
accumulated costs, excluding previous interest costs, and the in- 
terest 1s recorded as a part of the construction costs as interest 
during construction. During the operation of the project, the 
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basis for computation of Interest wilf be the unrecovered invest- 
ment in the project, and that interest will be charged as an ex- 
pense of operations. 

Interest during construcM.on ceases and interest during oper- 
ations commences at the first of the month Following the availabil- 
ity of the fac%lities to serve the project purpose, 

The instructions issued on January 17, 1956, by the Corps pro- 
vide that retroactive adjustments will not be made where completed 
constructfon has been transferred to plant in services and inter- 
est and depreciatfon computations have been entered in the ac- 
counts in accordance wfth prJlor instructfons, These prior instruc- 
t%ons provided for compounding annually Interest during construc- 
tion and for considering the power facil%ties, including applicable 
joint facilities, fn service at the tfme the ffrst generator fs 
placed In commerc%al operation, 

The Bureau of Reclamation provides %n power rates for return 
of interest at the rate of 3 percent on the commercial. power in- 
vestment from dates placed in actual revenue-producfng service, 
and the interest 9s entered as an expense in the accounting rec- 
ords of the Bureau, Interest during construction is calculated on 
the interest-bearing investment on certain projects, including the 
Central VaLLley Project; however3 z&t is not entered in the account- 
ing records. 

At June 30, 1g569 the Corps had recorded fnterest on the Fed- 
er&l. investment during the construct%on of Folsom Dam and Reser- 
voir 0 The amount recorded was $4,105,005. Construction of Folsom 
Dam and Reservoir was substantially completed during fiscal year 
1956 and was transferred to the Bureau for operation and mainte- 
nance D Construction costs totaling $61,689,7OO, excluding intar- 
est during construction, were transferred to and recorded by the 
Bureau D A&though the records of the Corps show that the cost of 
interest during construction in the amount of $4.4P059005 was trans- 
ferred to the Bureau, the records of the Bureau show that the 
transfer of the cost sf interest during construction was not ac- 
knowledged and recorded. 

The Bureau of Reolamation records interest on the Federal in- 
vestment fn munioipal water-supply .faci1ities, in the same manner 
as for @ommercdal power on projects where the Secretary of the In- 
terior has required municipal water-supply investment to be repaid 
with interest, This interest is computed at a rate furnished by 
the Secretary of the Treasury, 

Neither the Corps nor the Bureau computes and records interest 
on Federal investment in single-purpose projects or in multiple- 
purpose projects that do not Include power for a purpose (or other 
reimbursable purposes In the case of the Corps and fn municipal 
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water supply where not required by the Secretary of the Interior 
9n the case of the Bureau). Legislation dealing wfth reclamation 
projects does not provide specifically for investment without in- 
terest on Federal frrjtgation projects, but the legislative history 
indicates that interest on the Federal investment was not intended. 

. ReeommendatSon to the Secretary of the InteHor 
and the Chief of Engineers 

In our report dated December 21, 1.956, on the audft of the 
Central Valley, Folsom ReservoFr, Kings River, and Isabella Reser- 
voir Projects for the fiscal year ended June 30, l9559 we recom- 
mended that the Secretary of the Interfor and the Chjeef of Engi- 
neers adopt a policy for recording interest on the Federal invest- 
ment based on the f’ollowjlng principles: 

“The interest cost for each year should be deter- 
mined on the net Federal fnvestment in the project ap- 
plfcable to power or municipal water-supply purposes at 
the begfnnfng of the year and on the accrued Federal ex- 
pendftures f plus transfers of property from other Fed- 
eral agenciesB less any funds returned to the United 
States Treasury9 for the fiscal year. ComputatEons of 
fnterest should be based on the average monthly expend- 
ftures plus property transfers for the month, less any 
funds returned to the Treasury. During the construction 
period interest should not be computed on a compound 
basis O 

“The rate of interest should be based on the long- 
term borrowing rate for several years and determined in 
consultateon wfth the Secretary of the Treasury, unless 
otherwise provided by law. 

“Interest applicable to the investment fn facili- 
ties to the B?en servlce” dates should be charged to con- 
struction costs as interest during constructfon; and in- 
terest cost thereafter should be classified as an oper- 
atfng expense .I9 

Present accounting procedures of the Corps of EngPneers incorpo- 
rate most of the principles stated above. Me have been informed 
that the Department of the Interior cannot reach final decisions 
on interest on the Federal investment until recommendations of the 
Interior Cost Allocation and Financial Practices Committee have 
been received and cons;tdered by the Department, 

Sfnce final deefsions on the matter of interest on the Fed- 
e;cPal investment have not been reached> the recommendation thereon 
is repeated o 



Finmofal and statist$aal data. on reimbursable operations pre- 
pared by the Corps of Engineers and the Bureau of Reclamatfon do 
not disclose clearly the actual repayment of investment of the 
United States Govea?nment from the funds derived from the operations 
In relation to the scheduled repayment or theoretical return of 
funds which would be suff’iclent to repay the Federal investment 
within the administratfvely determened repayment period. 

Financing ls a separate subject from cost aecountfng. The f’¶.- 
nancial statements dealing w%th the determinatfon of net income 
should not be used to show repayment information, Nor, should 
scheduled or actual repayments be construed as a cost of operation 
to be substituted for provisions for depreciation, Comparison of 
actual repayment history wStth scheduled or theoretical repayment 
requirements can better be obtained from memorandum records9 al- 
though all actual financial or statistical data, to the extent ap- 
plicable, should be obtafned from the official accounting records. 

Recommendation to the Secretary of the Interior 
m the Chie~Engineers 

Our report dated December 21, 1956, on the audit of the Cen- 
tral Valley3 Folsom Reservoir9 Kings River3 and Isabella Reservoir 
Projects for the ffscal year ended June 30, 1955, contained a reo- 
ommendation as follows: 

“Scheduled repayments of the Pnvestment of the 
Unfted States Government in relatfon to the actual re- 
payments from funds derived from operations or theoret- 
icrxl return of funds which would be sufficeent to repay 
the Federal investment wfth the adminestratevely deter- 
mfned zepayment perfod should be disclosed to readers of 
the Ffnanelal statements, We belleve that data on 
status of repayment of investment should be supplemental 
to financial statements based on accounting for costs, 
Accord%ngly, we recommend that the Corps of Engineers 
and the Department of the Interior design statements 
spee9ffcally for the purpose of showing clearly the 
status of repayment of capital investment and provide 
information for reviews and evaluatfons of rates,” 

Until such tfme as agreements are reached on allocations and 
applicatfons of project revenues to the GovernmentDs Investment, 
it will not be possfble to show the status of repayment of the 
oapftal Investment in power and provide information for reviews 
and evaluations of rates as contemplated in the above recommenda- 
tlon D Accordingly;’ the recommendation is repeated e 



. . 

SCOPE OF AUDIT 

Our audit of' the offices of the Bureau of Reclamation and the 
. 

. 

Corps of Engineers having responsibility for water resources devel- 
opment programs in the Central Valley Basin, California, ixM.uded 

of activities and selected examinations of financial trans- reviews 
actions in the following manner: 

1, 

2, 

3@ 

4. 

We reviewed the basic laws authorizing the activities and 
the pertinent legislative history to ascertain the pur- 
poses of the activities and their intended scope, 

We ascertained,the policies adopted by the Bureau and the 
Corps and reviewed the policy for conformance with basic 
legislation, 

We reviewed the procedures followed by employees of the 
Bureau and the Corps to determine the effectiveness of the 
procedures* 

We did not make a detailed audit, but we examined certain 
selected transactions to the extent we deemed appropriate 
for the purposes of this report, Our examination was made 
with due regard for the nature and volume of transactions 
and the effectiveness of internal control, The examina- 
tions of transactions were conducted at the Sacramento, 
California, regional office of the Bureau of Reclamation 
and the Sacramento9 California, district office of the 
Corps of Engineers, 



OPINION OF FINANCIAL STATEMEMTS 

The accompanying statement of assets and liabilities (sched- 
ule 1) and statements of power operations and nonpower operations 
(schedules 2 through 10) are based on the accounting records of 
the Bureau of Reclamation and the Corps of Engineers. These fi- 
nancial statements present for the first time on a combined basis 
the assets and liabilities and the results of operations of the 
Bureau of Reclamation and the Corps of Engineers in the Central 
Valley Basin, California. 

In our opinion the accompanying financial statements do not 
present fairly the financial position at June 30, 1956, and the 
financial results of operations for the fiscal year then ended, 
mainly for the conditllons set forth below, the effect of which 
cannot now be determined: 

1, 

2, 

3-s 

4. 

5. 

Allocations of project construction costs to power and non- 
power purposes have not been finally determined and, until 
these allocations are made, it will not be possilble to 
make accurate assignment of provisions for depreciatfon 
and accruals of interest on the Federal investment to the 
several purposes, including power. 

Agreement has not been reached between the Bureau of Rec- 
lamation and the Corps of Engineers on allocation of an- 
nual joint operation and maintenance expenses to the power 
and nonpower'purposes. The Corps of Engineers has not 
made any allocation of joint operation and maintenance ex- 
penses to the several purposes at the Kings River and Isa- 
bella Reservoir Projects. 

A uniform policy has not been established by the Depart- 
ment of the Interior and the Corps of Engineers for com- 
puti% interest on the Federal investment, 

A uniform policy has not been established by the Depart- 
ment of the Interior and the Corps of Engineers for record- 
ing depreciation of plant, property, and equipment in 
service, and provisions for depreciation on plant in serv- 
ice has not been recorded by either the Bureau of Reclama- 
tion or the Corps of Engineers in the Central Valley Basin 
Projects, 

Revenues received by the Corps of Engineers on account of 
leasing reservoir lands have not been reduced by the 
amounts paid or to be paid to states in lieu of taxes. 
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SCHEDULE 2 

BUREAU OF RECLAMATION AND CORPS OF ENGINEERS (CIVIL FUNCTIONS) 

CENTRAL VALLEY BASIN WATER RESOURCES DEVELOPMENT PROGRAM 

STATEMENT OF CUMULATIVE NET REVENUE3 AND NET COSTS OF OPERATiONS 

: 

HEVENUE-PRODUCING PROGRAMS: 
Power 

Water3 
Irrigation 
Municipal and industrial 

Total 345,814 g61,671 -m 

Nonoperating and unclasslfiedt 
Nonoperatfng 
Folsom Dam and Reservoir 
Pine Flat Dam and Reservoir 
Isabella Dam and Reservoir 

Total 

Total revenue-producing 
programs 

NET COSTS OF NON-REVENWL-PRODUCING 
'PsSiilioGR~~s (schedule 7) (note 13) 

Flood oontrol 
Navigation 

revenues Prflor 
Cumulative over year 
to June 30, expenses adjust- 

JLfzi.2 or net costs ments -- 

-146,408 
4,499 

11P394a 345,015 

% $i2i 5$&? 
-4,499 
-2,833 9 . -55,540 

596,189 533,846 282,143 

Cumulative 
to June 30e 

r&&g * 

210,001 

l,lj/2,204 
59,973 

1,412,178 

$62.986,423 

Total non-revenue-producing programs @lg784,71~ 

"Represents excess of revenues over expenses of nonoperating activities for Cen- 
tral Valley Project of $10,748 (sohedule 6) and interest and penalties of $646 at 
Orland Project, 

The accompanying ex lanatory notes and comments on the financial statements on 
,pages 82 through 9 'El are an Integral part of this schedule, 
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SCHtiDULE 3 

BUREAU OF RECLAMATION AND CORPS OF ENGINEERS (CIVIL FUNCTIONS) 

CENTRAL VALLEY BASIN WATER RESOURCES DEVELOPMENT PROGRAM 

STATEMENT OF RESULTS FROM POWER OPERATIONS 

CENTRAL VALLEY PROJECT 

FOR THE FISCAL YEARS ENDED JUNE 30, 1956 AND 1955 

Fiscal year ended June 30 
‘!L&fsi i!is5ii 

$3&VENUESr 
Sales of electric energy: 

Private electric utilities 
State agencies 
Public authorities 
Cooperative utilities 

l - Total outside sales 

Project use and sales to other projects 

Total sales of electric energy 

Rents and other revenues 

. Total operating revenues 

DEDUCTIONS: 
Production expenses: 

Direct expense 
Allocated from multiple-purpose opera- 

tions (schedule 8) 
Purchased power 

Transmission expenses: 
Wheeling charges 
All other 

Customerse accounting and collecting 
Power-marketing expenses 
Administrative and general expenses: 

Direct expense 
Allocated from multiple-purpose opera- 

tions (schedule 8) 
Property losses chargeable to operations 

Total operation and maintenance ex- 
penses 

Provision for replacement (note 17) 
Interest on the Federal investment (note 11) 

Total deductions 

EXCESS OF REVENUES OVER DEDUCTIONS FROM POWER . 
OPERATION--TO SCHEDULE 2 

4kp;s;;; 
135443170 

37m 

9,411,174 

-2 

9,862,211 

m 

g,gss,lso 

15l 

7&60,705 

660 *I.. 

8,120,810 

~ 211.g 

=2,321 

486 D 169 3819~59 

19; 9;;; 
9 

24,519 
212,817 

46,678 

24!S,893 
4,246 

148,690 

23,613 
4,246 

2,606,235 2,447,385 

397 9 600 42g,ooo 
1,325,647 1.,024,246 

4,,322$482 &906,631 

$4,431,690 

19321,695 
2;m; 

3:923 

1 The accompanying explanatory notes and comments on the financial statements 
on pages 82 through 74 arc an integral part of this schedule, 
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SCHEDULE 4 

BUREAU OF RECLAMATION AND CORPS OF ENGINEERS (CIVIL FUNCTIONS) 

CENTRAL VALLEY BASIN WATER RESOURCES DEVELOPMENT PROGRAM 

STATEMENT OF RESULTS FROM IRRIGATION OPERATIONS 

CENTRAL VALLEY PROJECT 

FOR THE FISCAL YEARS ENDED JUNE 30, 1956 AND 1955 

Fiscal year ended June 30 
1956 

REVENUES: 
Rental of water 
Rental of buildings 
Miscellaneous 
Interest and penalties 

Total operating revenues J,527&81$ 3,027,102 

DEDUCTIONS: 
Storage system: 

Allocated from multiple-purpose opera- 
tions (schedule 8) 

Primary pumping: 
Allocated from multiple-purpose opera- 

tions (schedule 8) 
Direct expense (note 19) 

Carriage system: 
Direct expense 
Allocated from multiple-purpose opera- 

tions (schedule 8) 
Water users' accounting, collection, and 

water marketing: 
Direct expense 
Allocated from multiple-purpose opera- 

tions (schedule 8) 
Administrative and general expenses: 

Allocated from multiple-purpose opera- 
tions (schedule 8) 

Property losses chargeable to operations 

Total operation and maintenance ex- 
penses 

Provision for replacement (note 17) 

Total deductions 

EXCESS OP REVI;:NUES OVER DEDUCTIONS--TO SCHEDULE 2 

$3r504,857 
4,744 
8,748 
9,634 

158,314~ 92,259 

11cp831 
609,525 

8770523 

81,100 

800,798 

448,320 

393,219 

137,488 79,1.72 
18,464 38,202 

#2,9f$,W& 

28: 899 
3.552 

2,235,865 2,195,274 

196,000 173,700 

2,431,865 2,368GJ 

4uL.&2&222! $658,124. --- ---- 

The accompr\nylng explanatory notes and comments on the finzinclal statements 
on pages 82 through 94 are an Integral part of this schedule. 
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SCHEDULE 'j 

BUREAU OF RECLAMATIXN AND CORPS OF ENGINEERS (CIVIL FUNCTIONS) 

CENTRAL VALLEY BASIN WATER RESOURCES DFVELOPMENT PROGRAM 

STATEMENT OF RESULTS FROI'! MUNICIPAL 

AND IHDUSTRIAL WATER OPERATIONS 

CENTRAL VALLEY PROJECT 

Fiscal year 
ended June 30 

REVENUESt 
Rental of water 
Miscellaneous income 
Interest and penalties 

Total operating revenues 

DEDUCTIONS: 
ed from multipEe- urpose 

operations (schedule 8 : P 
Storage system 
Primary pumping 
Carriage system 
Water-masketing expense 
Administrative and general 

expenses 
Property losses chargeable to 

operations 

Total operation a.nd main- 
tenance expense 

Provisfon four replacement 
Qnote 17) 

Interest on the Federal Invest- 
ment (note Xl) 

Total deductions 

EXCESS OF DEDUCTIONS OVER REVENUES--. -. 

$3n,w4 s35y;; 

21 ‘655 

371,075 353 9 665 

3,516 
56,960 

131) 8% 
868 

244,422 166,702 

22,800 

2,849 
43 9 48.2 
9yz; 

9 

230 276 

146 

Q 
The accompanying explanatory notes and comments on the financial 
statements 
sohedule, 

on pages 82 through 94 are an integral part of this 
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SCHEDULE 6 

BUREAU OF RECLAMATION AND CORPS OF ENGINEERS (CIVIL FUNCTIONS) 

CENTRAL VALLEY BASIN WATER RESOURCES DEVELOPMENT PROGRAM 

STATEMENT OF REVENUES AND DEDUCT%ONS 

FROM OTRER (NONOPERATING) ACTIVITIES 

CENTRAL VALLEY PROJECT (note 20) 

FOR THE FISCAL YEARS ENDED JUNE 30, 1956 AND 9955 

Fiscal yeala ended 
June 30 

1956 .!z2z 
REVENUES: 

Grazing and %arming lands 
Special use permits 
Miscellaneous 
Fees from guided tows--Shasta Dam 
Vista house concession--Shasta Dam 
Rail-lfne operations--Redding/oywm 

Total revenues 

DEDUCTIONS: 
Grazing and farming lands expenses 
Miscellaneous 
Guided serpvfce and visitors8 facilit3.es 
Rail-line operations--Redding/CoPum 
Marine service--Shasta tike 
Technical data for Chief Engineer" ' 
Administration and general expenses 

Total deductions ---.AE? 
EXCESS OF REVENUES OVER DEDUCTIONS 

$ 73655 

3;471 

11,126 

378 

$10,748 - 

$ 8,730 

17,oE 
12,088 

90010 
---fLm3 

122!,776 

$-68,857 

(-) Excess of deductions over revenues. . 

The accompanying explanatory notes and comments on the financial 
statements on pages 82 through 94 are an integral part of thfs 
schedule. 
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BUREAU OF BECLA~ATION AND CORPS OF ENGINEXRS (CIWL FLJI\JCTIrZNS) I____I---_1y 

CENTRAL VALLEY. HASIN WATER RESOURCES DEWXLOP~-~'~~;RAP1 

STATEMENT OF NET COSTS OF FLOOD CONTROL 

AND NAVIGATIQN OPERATIQNS (note 13) 

FLOOD CONTBGL: 

CUPIULATIVE TO JUNE 30, 1956 

Total 

River Reclamation District #537 rtl; 41,909 
San Joaquin River Reclamation District #2075 
Merced County Stream Group 
Farming-ton Dam and Reservoir 
Bethel Island--Along Paper Slough 
Reconnaissance and Condition Survey 
Inspection of Completed Works 
Emergency Flood Control Activities 
Inactive Progects 

Cumulative costs per books, June 300 1956, 
to schedule 2 

NAVIGATION: 
SacraZento River 
Sacramento River Deep Water Ship Channel 
Sacramento River and Tributaries 
Sacramento River Mining Debris Dams 
San Joaquin River 
Stockton and Norman Channels 
Sursun Bay Channel 
Sursun Channel 
Old River 
Yuba River 
Inactive Projects 

Cumulat%ve costs per books, June 30, 1.956, 
to schedule 2 

31,629 
47,690 
26.816 
li5.68 
8,032 

15,014 

397;330 
3,428,180 

172,701 
1,063,127 

1% 650 
28g,667 
4609557 

. 
The accompanyI.n~ explawtory notes and comme.nts on ,the fj.n~>n- 
clal statements on pages 
this schedull?, 

82 through 94 are an il?tegraX pa~"t of 



SCHEDULE 8 
Page 1 

BUREAU OF RECLAMATION AND CORPS OF ENGINEERS (CIVIL FUN-) 

CENTRAL VALLEY BASIN WATER RESOURCES DEVELOPMENT PROGRAM 

,STATEMENT OF EXPENSES OF MULTIPLE-PURPOSE OPERATIONS 

AND DISTRIBUTION TO PURPOSES 

CENTRAL VALLEY PROJECT (note 19) 

FOR THE FISCAL YEARS ENDED JUNE 70. 1956 AND 1955 

. . 

BXPENSES: 
Storage system: 

Shasta Dam and Reservoir 
Frl.ant Dam and Reservoir 
Folsom Dam and Reservoir 
Martinez Reservoir 
Nimbus fish hatchery 

Total storage system 

PrimaPy pumping: 
Folsom Pumping Plant 
Contra Costa Canals Pumping Plants 
Tracy Pumping Plant (note 19) 

Total primary pumping 

Carriage system: 
Columbia-Mowry system (note 19) 
Contra Costa Canal 
Delta-Cross Channel 
Delta-Mendota Canal (note 19) 
Sacramento River 
Americtin River 
San Joaqulin River 
Toyan pipe line 

Total carriage syitem 

Collection and water-marketing expenses 

Administrative and general expenses 

Total multiple-purpose expenses 

Fiscal Year ended June 30 
i!k2!2i l5LJsr- 

168,330 

850m 

506,37'i 

r11.0637 

443,214, 

$2,009,?79 

The accompanying explanatory notes and comments on the financial statements on 
pages 82 through $14 are an integral part of this schedule, 



STATEMENT OF EXENSES OF MULTIPL&PURPOSE OPERAT~QQ 

AND DISTRIRUTION TO PURPOSES (continued) 

CENTRAL VALLEY PROJECT (note 19) 

FOR THE FISCAL YEARS ENDED JUNE 70. 1956 AND 1.9% 

PISTRIRUTIONS TO PURPOSES: 
Power operations: 

Storage system 
Primary pumping 
Carriage system 
Administrative and general expenses 

Total power operations 

Irrigation operations: 
Storage system 
Primary pumping 
Carriage system 
Collec~;ion and water-marketing expensea 
Administrative and general expenses 

Total irrigation operations 

Municipal and industrial water-supply operations: 
Storage system 
Primary pumping 
Carriage syfitem 
Collection and water-market;1zlg expenses 
Administrative and general c.:rpenses 

Total municipal and fndustrial water- 
supply operations 

Flood .control operations (note 1.9): 
Storage system 
Carriage system 
Administrative and general expenses 

Tote1 flood control operations 

Navigation operations (note 19): 
Storage system 
Carriage system 
Administrative and general expenses 

Total navigation operations 

. 

Nonoperating (note 19): 
.kdministrative and general expenses 

Totctl distributions of multiple-purpose 
expense 

The accompanying explanatory notes and comments on the financial statements on 
Pages 82 through 94 are an integral part of this schedule. 
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SCHEDULE 9 

BUREAU OF RECLAMATION AND CORPS OF ENGINEERS (CIVIL FUNCTIONS) 

CENTRAL VALLEY BASIN WATER RESOURCES DEVELQPMENT PRQOBAKI 

STATEMENT OF REVENUES AND EXPENSES--KINGS RIVER I?&X'IECT 

BtX3EA.U OF RECUUTPQN: 
fan water 

_- Narketing and general admhnistrative 
expenses 

. Excess of revenues over 
expenses 

Joint fa@Xl.ities (note 2%): 
Dams and reservoirs 
Service facilfthes 
Condition and operation studies 
Channel and river eontlaol. 

Reei?eatian 
Supervfsion and admfn%stratfon 

(note 21) 

Total operation and main- 
tenance expenses 

Grazing and farm rentals and other 
nonoperating income (note 22) 

Net expenses 

EXCESS OF REVE%UES OVER EXPENSES 

l 

k3%?60 

876 

266) 884 

30,538 
13,976 
%4,220 

212 

58,946 

201 

19,970 

7pm.7 

The accompanying explanatory notes and comments on the financial 
statements on pages 82 through 94 are an. integral part of this 
schedule. 
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SCHEDULE 10 

BUIBAU OF RECLAMATION AND CORPS OF ENGINEERS (CIVIL FUNCTIOJS) 

CENTRAL VALLEY BASIN WATER RESOURCES DEVELOPMENT PROGRAM 

STATEMENT OF REVWUES AND EXPENSES--ISABELLA RESERVOIR PROJECT 

FOR THE FISCAL YEARS ENDED JUNE 30, 1956 AND 1955 

Fiscal year ended 
June 30 

ii!t%s 1,955 
CORPS OF ENGINEERS @tVIL FUNCTIONS): 

Sale and storage of water 

Operation and maintenance expenses 
(note 21): 

Joint faci33tiesa 
Dams and reservoirs 
Service facflities 
Condition and operation studies 

Recreation 
ervision and adm%n.btrat%on 
note 21) 

Total operating expenses 

* Grazing and farm rentals and other 
nsnsperatfng income (note 22) 

EXCESS OF REVENUE3 OTTER EXPENSES 

2fj9680 

:;:t:,” 
49250 

800 

-L.i&%. 

55,445 

$115,629 

1pg; 
111585 

398905 

432 

- 

45,434 

23J.58 

22,276 

e- 

The accompanying explanatory notes and comments on the financial 
statements on pages 82thlclough 94 are an integral part of this 
schedule, 



BUREAU OF RECLAMATION 

AND 

CORPS OF ENGI~RS @XVIL FUNCTZOMS) 

CENTRAL VALLEY BASIN WATER RESOURCES DEVELOPMENT PROGRAM 

EXPLANATORY NOTES AND COMMENTS ON TRE FIMAMCPAL STATEMENTS 

1. Basis for preparation 

. 

The f?bnancial statements include the amounts recorded by the 
Bureau of Reclamation, Department of the Interior, for the Central 
Valley, Kings River, Kern River3 Orland, and Solano Projects. Fi- 
nancial statements also include amounts recorded by the Corps of 
Engineers (Civil Funetilons), Department of the Army, for all proj- 
ects in the Central Valley Basin. At June 30, 1956, the most sig- 
nificant of these proJests are FoPsom~ Pine Flat, and Isabella Res- 
ervoir Projects, which are multiple-purpose projects, and the Sac- 
ramento River and San Joaquin River flood control and navigation 
proJectis, 

The comprehensive plan for the construction of the initial 
features of the Central Valley Project, as set forth in Rouse Doe- 
urnent 191, Seventy-third Congress3 second session3 and modified by 
Rivers and Harbor Committee Document 35% Seventy-third Congress, 
second session, was authorized and adopted by the Emergency Relief 
Appropriation Act of 1935 (49 Stat. U.5),) and amended by the First 
Deficiency Appropriation Act, fiscal year 1936 
and the /River and Harbor Act of I.937 (50 Stat, 8 

49 Stat. 1622)‘, 
%4), Authoriia- 

tions by the Congress also have prov%ded for construction by the 
Corps of Engineers of reservoir prodeets which have irrigation and 
power benefits in the Central Valley Basin, These authorlzations, 
as supplemented and amended> constitute the program of the Bureau 
of Reclamation and the Corps of Engineers (C%viL Functions) in the 
Central. Valley Basin that is represented 4n the financial. state- 
ments, 

Except for Folsom Reservoir, each agency operates the facili- 
ties constructed by it. The operation of the Folsom Reservoir Is 
the responsibil..ity of the Bureau of ReclamaHon. Constructfon of 
irrigation facilities, power plants and transmission lines3 and 
the marketing of power not needed in the operation of the projects 
are the responsibibity of the Bureau of Reclamation. 

2. Completed works 

, Completed works of the Bureau of Reclamation and the Corps of 
Engineers are classified on the basis of the funct&onal use of fa- 
cilfties, as follows: 
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Bureau of corps of 
Together Reclamation Engineers 

Multiple-purpose $230s132,14Q 
Power 106,349,370 

$23OJ.32J.40 $ - 
106,349,370 

Irrigation 167,835,$70 
543321,437 

167,835J70 
Flood control 
Navigation 13,046,16x 

The Bureau's multiple-purpose plant is stated to be operated for 
all purposes shown in the table above,and, in addition, is oper- 
ated for the purpose of supplying municipal water. The amount of 
multiple-purpose plant in service shown above was not allocated by 
the Bureau to the various end purposes served at June 30, 3.956. 

Interest during construction is not included as a cost of the 
facilities for commercial power and municipal water-supply pur- 
poses in any of the amounts shown above. 

The amount shown above for irrigation does not inc1ude an al- 
located amount of power plant in service which wou1d represent the 
use of power facilities for water pumpeng, 

Completed works of the Bureau and Corps are stated generally 
at original costs to each agency. 

3* Construction work in progress 

Accumulated costs for construction work in progress are clas- 
sified as follows: 

Plant Together 
Bureau of 

Reclamation 
Corps of 

aineers 

Multiple-purpose 
Electric 
Errigation 
Flood control 
Navigation 

$ 8%2!%215 
538,583 

$223643,465 
7,?‘4L488 

538, 
$zwQ-5,75o 

2 
83 

26,74x&5; F37 
7,74L 88 

26,7b587 
m 2,g3&412 

Costs accumulated in construction-work-in-progress accounts ulti- 
mately will be transferred to plant-in-service or other accounts. 

Multiple-purpose plant construction work in progress of the 
Corps of Engineers represents princfpalLy Pine Flat Dam and Reser- 
voir ($38,768,971) and Isabella Dam and Reservoir ($2O,696,8%‘). 
The Kings River and Isabella Reservoir Projects were completed dur- 
ing fiscal years I.954 (Kings River) and I.953 (Isabella Reservoir), 
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but transfers of the construct%on costs have not been made by the 
Corps of Engineers to plant-in-service accounts. 

Interest during construction on the costs allocable to com- 
mercial power and municipal water-supply purposes has not been re- 
corded at June 30, 1956, by the Bureau of Reclamation. 

4. Service facilities, less accumulated depreciation 

Service facilities consist of cranes, trucks3 automobiles, 
tractors3 warehouses, office buildings, construction camps, and 
other equipment and facilft%es used iln carrying out construction 
activities. 

Deprecfation is provided QPI most of these assets and miles 
traveled, hours used, percentages of expenditures or programed 
amounts are some of the methods used to distribute these provi- 
sions to construction-work-in-progress and other cost accounts. 

r- 5. Costs of examinations and surveys3 
including advance planning 

Expenditures by the Bureau of Reclamation for examinations, 
surveys0 and studies of proposed projects, formulation of plans, 
and preparation of designs and specifications and similar activi- 
ties referred to as investigations costs are classified in the 
records as project investigations of abandoned or unprogramed 
works and amounted to $Ll.,573,564 at June 30, 1956. These expendl- 
tures have been made from allotments of appropriations for eon- 
struction and rehabilitation. Of the above amount0 $23,lL43 repre- 
sents investigations of a potential power plant at the Bureauts 
Solano Project o The remaining amount of $1,5509421 represents in- 
vestigations of various units of the Central Valley Project. 

Construction funds appropriated to the Corps of EngSneers for 
planning and des%gn in advance of actual construction are included 
as a part of the property costs of the projects, At June 30, 1956, 
expenditures for such planning and design totaled $1~~883,612 and 
was represented by: 

Multiple-purpose reservoirs $13866,555 
Flood control channel project a79057 

Total. $1,883,6x2 

. 

A difference in policy exists between the Bureau and the 
Corps, however, relating to the treatment of preliminary survey 
and investigations costs. It is Bureau procedure that, with the 
beginning of constructZon or rehabilitation of a unit, or exten- 
sions of a project by an allocation of funds appropriated by the 
Congress for construction and rehabilitation, the general investi- 
gations costs applPcable to such unit or extension are transferred 
to and become a part of the total construction cost, On the other 



hand, the costs of the Corps of Engineers for preliminary surveys 
and investigations of progects are not included $n the financial 
statementsand such costs are not considered by the Corps to be a 
part of the oosts of projects, 

6. Unexpended funds an the UnftedStates Treasury 
appropriated by the Congress for construction 
and operation and maintenance 

Unexpended funds in accounts with the United States Treasury 
and with disbursfng officers at June 30, 1956, are classified as 
follows: 

Available for 
Liquidation 

Payment of of obliga- Not 
Balances liabilities tions Obligation available 

Bureau of 
Reclamation: 

Construction 

%&.%%n $14,650,994 $1,776,169 $ 6,7glo’j’88 $6,083,037 $ - 
Operation 

and rnain- 
tenance 1,224,015 487,4gl 291,362 - 445,162 

15,875,oog 2,263,660 7p083,150 6,083,03’( 445,162 
Corps or 

Engineers: 
General con- 

struction, 
and opera- 
tion and 
mainte- 
nance 6,1gl,o67 750,493 2&+9,967 2,4go, 607 - 

6,lgr,o67 750 9 493 ?,949,96’7 2!,4go$6o7 - 

Total $22,066,076 $39014,153 $~0,033,117 $8,573,644 $445,162 

Funds appropriated to.the Bureau of Re,clamation for operat%on and 
maintenance may be obligated only for the year for which the funds 
are approprfated. All other funds appropriated to the Bureau of 
Reclamation and the funds approprZated to the Corps of Engineers, 
both constructfon and operation and maintenance, remain available 
until. expended. 

The records of the Corps of Engineers are not established 
primarily to control allotments of general construction and opera- 
tion and maintenance funds for projects in the Central Valley Ba- 
sin only and to the exclusion of other projects not in the Basin. 
For this reason8 a cILassff.ication of Corps funds similar to the 
classification presented in the table above for funds appropriated 
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to the Bureau was not readily determinable. As noted above, how- 
ever, both operat%on and maintenance and general constructzIon 
funds appropriated to the Corps will remain ava%lable until ex- 
pended o Therefore, the dfstinct%on between general construction 
and operation and maintenance funds appropriated to the Corps is 
less meaningful than such classification of Bureau funds, 

7, Other deferred debits 

The Corps of Engineers computed interest during the construc- 
tion of Folsom Dam and Reservoir, The amount was computed to be 
$"c,lO5~005 and was recorded in the records of the Corps, At the 
time Folsom Dam and Reservoir was transferred by the Corps to the 
Bureau of Reclamation, the cost of interest during construction, 
as well as the other costs of construction of Folsom Dam and Res- 
ervoirp was r,ecorded in the records of the Corps as transferred to 
the Bureau e The records of the Bureau show that the cost of in- 
terest during construction vas not accepted although all other eon- 
struction costs were accepted. 

. 
The amount of interest during construction ($4,l.O5,005) has 

been reclassified as a deferred debit pending appropriate action 
by the Bureau. 

8. Deferred and unrmtured receivables 

Operation and maintenance expenses and interest and penalties 
on delinquent installments of construction repayment contracts 
have been recorded by the Bureau of Reclamation as due from the %a-; 
cllity users of the Crland Project In the amounts of: 

Operation and maintenance expenses $166,363 
Penalties and interest 12,966 $179,329 
Noncurrent unmatured receivables 8,749 

Total $188,078 

The contracts for repayment of construction costs provide that the 
$17p9329 wil.P be repaid by the facility users in future years, 

The noncurrent unmatured receivables consist of charges on 
which the time of coLLection has been extended or deferred. 

9. Congressional appropriations (net) 

For the fhscal year 1956, congressional. appropriations (net) 
have been alJotted to Bureau of Reclamation projects in the Cen- 
tral Valley Basfn for purposes as folbowst 
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PLWpOSeS 

Construction and rehabflitatfon 
Operation and maintenance 

Total 

Fiscal year 
.i!z255 

$250063rOOO 
5s4393850 

30,50%850 

-- 

. 

Rescissions and lapses 491,035 

Congressional appropriations (net) $30,011,815 

1956, 
Cumulative congressional appropriations (net) to June 30, 

for construction and operation and maintenance of Bureau 
projects in the Central Valley Basin amounted to $513,608,174. 

The Corps of Engineers made cumulative a%%otments for con- 
struction and operat%on and maintenance to June 30, 1956, to prod- 
ects fn the Central Valley Basin as foXLows: 

CumuILative to 
June 30, 1956 

Multiple-purpose projects 
Flood control projects 
Navigation projects 

Total $248,460,8g4 

A classification of the Corps allotments (net) Q$248,460,894) be- 
tween general construction and operation and maintenance allot- 
ments was not determined because the records of the Corps are not 
establfshed primarily to control allotments for general construc- 
tion and operation and maintenance funds for projects in the Cen- 
tral Valley Basin only and to the exclusion of other projects not 
in the basin. (See note 6, p. 856) 

Congressional appropriations (net) in the financial state- 
ments for the Central Valley Basin program at June 3Qo 1956, are 
classified as to status as followsr 

Unobligated 
Unliquidated 
Expended 

Together 

$ 9,326,198 
WO33J19 

742,709$751 

Bureau of 
Reclamation 

$ 6,835,590 
'W330150 

Corps of 
Engineers 

$ 2,4go,6o8 
wiW,%B 

Total $248,460,8g4 

The amounts shown in the table above include funds appropriated 
(net) for general construction and operation and maintenance0 



. 

Costs of equipment, materials and supplies, and servzices 
transferred to or from other projects within the Bureau of Reclama- 
k&on, or other Federal agencies3 without a transfer of funds are 
recorded by the Bureau and the Corps as a part of the investment 
of the United States Qovernment, 

The cost of property and services (net) furnished to the Bu- 
reau and the Corps is comprStsed of: 

Together 
Bureau of 

Reclamation 
Corps of 

Engineers 

Appropriation transfer 
warrants8 

Costs of Bureau89 Den- 
ver offzise for fis- 
cal years 19.4‘7 and 
1948 and transfers 
to U,S. Qeological 
Survey for fiscal 
years 1947-50 $%73W10 

Nonappropr%ation transfer 
warrants : 

Costs of materials and 
equtpment transferred 
principally from or 
t;,tOLher projects 

2,64X,066 
Transfer of cost of PO%- 

som Dam and Reservoir 
from Corps to Bureau 
(see note 7$ pa 86) 

TotaX $5,37&276 

11. Enterest on the Federal Mvestment 

Interest on the Federal investment I 

2,633,646 7,420 

61,68g,‘-foo 

$ 

-61,689,700 

-$6l,682,280 

amounting to 

$ - 

has been recorded by the Bureau of Reclamation for the Central Val- 
ley Project at June 30 1956, This amount is 
terest of $g9076,913 ($1,325,a7 in 
ment in power fac%l%t%es and interest of 
fiscal year 1956) on %nvestment fn municipal. water-supply facili- 
ties less $492,71% recorded by the Bureau representing an amount 
due from the United States on the assumption that the annual provi- 
sion for replacement of facilities wXI.1 be invested to produce in- 
terest revenue O In determining the interest on the investment, 
the computations by the Bureau were based on the amounts for plant 
in actual service at 3 percent per annum for power and 2*fs percent 



. 

per annum on municipal water supply@ To June 3Q9 1956, the Bureau 
has not recorded interest on the Federal investment during con- 
struction and prior to placing the completed plant into actual 
service o 

It is the policy of the Bureau to compute annual provisions . 

c- 

for replacement of power facflities of the Central Valley Project 
on a 3 percent sinking fund basis, Provisions for replacement of 
municipal. water supply and frrilgation facilities are computed on a 
straight-line basis. The effect of this polbicy, as it relates to 
the provision for replacement of power facilities, is that, at the 
end of the administratively determined repayment period, the re- 
placement of facKlA.ties has been provided for in an amount which 
is equal to the total estimated cost of replacement, less interest 
compounded at 3 percent on the annual amounts provided from the 
time when operations began. This practice assumes that the annual 
provisions wil2 be invested to produce interest revenue or that 
the interest cost on the general debt of the Federal Government 
~3.11 be reduced, 

i The Corps of Engineers computed and recorded the cost of in- 
terest during the construction of FoILsom Dam and Reservoir in the 
amount of $4,BQ5,005. Responsibility for operatfon of Polsom Dam 
and Reservoir was transferred from the Corps to the Bureau, and 
all construction costs0 including the amount of interest during 
construction ($4,105,005), were recorded on the records as trans- 
ferred to the Bureau. However8 the records of the Bureau show 
that the cost of interest during construction was not accepted by 
the Bureau. (See note To P@ 86) 

12, Funds returned to United States Treasury 

Funds returned to the United States Treasury by the Bureau of 
Reclamation as shown by the accounting records of the prodects at 
June 309 l9569 are classified as follows: 

Net change 
fisca2 year 

w% 

Reclamation fund: 
CoLlections by the Bureau of Rec- 

lamation, exclusive of power 
revenues 

Power revenues 

Other uollections, deposited in gen- 
eral fund of the Treasury 

Tota funds returned to U,S. 
Treasury 

$ W=Lu’g 
!xss6% 

$ 249592,343 
Eii&q~~ 

14,C22,Ol.5 nofLo39,8’?‘6 

278 80,660 

$24,022,2g3 $ao8,120,536 

CumuZative to 
June 30, 1956 
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Collections by the Bureau3 exclusive of power revenues, include 
amounts collected by the Bureau from rental of water at the Corps- 
constructed and Corps-operated Kings River Project, These collec- 
tions, which amounted to $1,193,929 at June 309 1956, were depos- 
ited by the Bureau %n the reclamation fund, 

Funds returned to the United States Treasury by the Corps of 
Engineers to Yune 30, 1956, as shown by the accounting records, 
are classified as followsx 

Isabella 
Pine Flat 
FoZsom 
ALL other 

$25k, 606 
1”29;53~ 

d359 

The amounts in the tabulation above consist pr%ncipaIUy of collec- 
t%ons recefved from the sale and storage of water and receipts 
from leasing of reservoir areas f’or farming and grazing purposes, 

IA3* Net cost of non-revenue-producing programs 

The non-revenue-producing programs of the Corps of Engineers 
in the Central Valley Basin are estab%ished to provide flood pro- 
teotion, essentially by constructfon, operation, rehab%.Mtation 
and maintadning flood control dams and reservoirs, and river bank 
levee and by-pass systems, and to foster navigation, essentially 
,by dredging of’ navibgation channels. The cumulat3ve net cost of 
these programs to June 30, 1956, amounted to $3%a7849'718e Of’ this 
amount, $18,166,357 and $13,618,361, respectively, are applicable 
to 4;he flood control and navigation programs, Costs applicable to 
flood control resulting from operating and maintaining Pine Flat 
and Xkabella, Barns and Reservoirs, which are multiple-purpose proj- 
ec?ts, were not determined by the Corps and therefore no part of 
these cos$s is Included. 

We have not analyzed the accounts to obtain the cost of flood 
control and navigation operations for fiscal year 1956 nor tabu- 
lated the costs by appropriate cost account classification. For 
this reason3 the fiscal year 1956 costs for flood control and navi- 
gation operations are not shown in the financial statements pre- 
sented with this report, 

The records of the Bureau of Reclamation show that there was 
no allo@at%on of a portion 0% the annual operation and maintenance 
expense ior the ffsoal year 1956 to the Bureau*s non-revenue- 
producing programs. The non-revenue-producing funct%ons of the 
Bureau are identified as flood control, navigation, fish and wild- 
&Se, and recreation. 



The Bureaugs policy for the fiscal year 1956 was to adjust 
allocations of total estZmated construction cost, which were pre- 
pared for administrative needs relating to repayment, to provide 
for estimated average annual operation and maintenance costs. 
This policy differs with the Bureau~s policy for fiscal years 1953 
through l.955# which prov%ded for albocation of a portion of the 
actual operation and maintenance expense for each year to the non- 
revenue-producing functions. 

Cumulative expenses to June 30, 1955, of the BureauRs non- 
revenue-producing functions were redistrfbuted to the revenue- 
producing functions during the fiscal year 1956 as follows: 

Total. 

Power 9; 32,248 
Irrfgation 354,793 
Municipa!. water supply 9,281 

Total $369 322 

14. Matured installments of fixed obligations 
for use of facilities 

Through long-term contracts, water users organkations have 
contracted to repay a part of the Covernmentas investment in irri- 
gation facilities, other than those irrigation facilities that are 
repayable from water rentals. The status of these contracts in 
the Central Valley and Orland Projects of the Bureau of Reclama- 
tion at June 309 1956, 9s: 

Repayment contracts $6tXV4,61o 
Less unmatured charges 649334,409 

Repayment contracts 
matured $ 1,9 640,201 

15. Current and accrued liabilities 

Accounts payable of the Bureau of Reclamation include the 
amounts accrued for earnings of construction contractors that have 
not been paid or transferred to special deposits as contract hold- 
backs; accrued payrolls; and unpaid amounts due to or earned by 
vendors oc suppliers (including other projects or the Bureau) in 
connection with the purchase of equipment under other than a con- 
struction contract, the acquisition of real estate, transportation, 
freight, and miscellaneous payables. 

Other accrued and current Liabilities of the Bureau of Recla- 
mation at June 309 1956, are comprised of: 
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Contract ,holdbacks pending satisfactory 
completion of contracts $ ixw38 

Taxes withheld, including employers@ 
PICA tax and bond deductions 227,354 

Other special deposits 20,606 

Liabilities to be paid from special 
deposits $l,a83,508 

Accounts payable of the Corps of Engineers include (1) the 
amounts accrued for earnings of construction contractors that have 
not been paid or transferred to the local disbursing officers8 ac- 
counts as contract holdbacks and (2) unpaid amounts due to or 
earned by vendors or suppliers in connect2on with the purchase of 
equipment under other than a construction contract, the acquisi- 
tion of real estate, transportation, freight, and mfscellaneous 
payables . 

%.’ 16. Advance collections and other deferred credits 

Y Advance collections and other deferred credits by the Bureau 
of Reclamation as shown by the accounting records are summarized . as follows: 

Amount 

Collections in advance on water rental 
and operation and maintenance charges $29350,974 

Miscellaneous deferred credits 446,661 

Total $2, ‘n”?.o 6% 

Collections received from water users and unapplied balances from 
operations to be applied on water rental charges totaled 
$2,350,974 at June 30, 1956. These advances may be applied either 
on water rental charges during construction or on water rental 
charges during operation and maintenance o Revenue billings made 
in advance of the operating year are also included fn this balance. 

Included in the miscellaneous deferred credits is an amount 
of $384,839 which represents the unexpended balance at June 30, 
1956, of an advance to the Bureau from the Corps for cleanup work 
at Folsom Dam and Reservoir in the amount of $385,500, The bal- 
ance of $61,822 to total to miscellaneous deferred credits of 
$446,661~ includes, prfmarily, receipts from sale of property, 
equipment 3 and other assets for which additional information is re- 
quired to effect final disposit5on. 

17. Accumulated provisions for replacement 
and depreciation 

The accumulated provisions for depreciat%on and replacement 
by the Bureau of Reclamation for the Central Valley Project to 
June 30, 1956, are classified as follows: 



Total 

Plant classification 
lN.I1tip1e- 
purpose Electric Irrigation 

Accumulated provi- 
sions for: \ 

Depreciatfon $ 488,453 
Replacement '5,281;270 

Total $~,769,?23 $1,825,IjS $&~80~628 $163,750 

$ 48W!s $ $ - 
x9336,892 3,780,628 163,750 - - 

Depreclatfon is provided by the Bureau of Reclamation on 
transportation and other equipment, and the amount in the above 
tabulation is the accumulated provisions to June 30, 1956. 

The provisions for replacements are designed to-provide for 
the amounts that will be written off from plant-in-service ac- 
counts as a result of the replacements durin the repayment period. 
Provisions during fiscal year 1956 totaling 
to power operations Q$3970 600) p 

f 616,400 were charged 
irri 

and munic%pal water operations ($22, ‘s 
ation 
00). 

operations Q$1.96,000) t 

18, Contributfons %n aid of project development 
and construction 

Contributions in cash, property, or services for proJect de=- 
velopment and construction are received by the Bureau of Reclama- 
tion from states3 municipalities, associations, and individuals. 
The principal contributions received by the Bureau of Reclamation 
to June 30, 1956, are as follows: 

Payments by the Division of Nighways, State of 
California, for one half of the excess cost 
incurred by the Bureau in construction of the 
Contra Costa Canal highway crossing $21,388 

Payment by the Department of Fish and Game8 
State of California, for constructSon of pfpe- 
line from Friant Dam to the end of U,S. right 
of way along the San Joaquin River 66,692 

Contribution by the Orland Water Users8 Associa- 
tion toward the cost of investigating the pro- 
posed Mellsite Dam 13800 

Miscellaneous contributions _4,331 

Total 

Contributions totaling $996298679 to June 30p 1956, have been 
received by the Corps of Engineers o principally from the State of 
California. The contributions by the State of California have 
been used pr$marily to defray the cost of flood protection along 
the Sacramento River and tributaries. 



lg. Multiple-purpose operations expense 

For the fiscal years 1953 through 1955 the Bureau of Reclama- 
tion classified Tracy Pumping Plant and Delta-Mendota Canal (in- 
cluding the Columbia-Mowry system) as multiple-purpose SaciLities 
in expectation that municipal water as well as irrigation water 
would be delivered by means of these facilities. The expense of 
operating and maintaining these facilities, therefore, was classi- 
fied by the Bureau as multiple-purpose expense3 and distributions 
of this expense to irrigation were shown on the records as an in- 
direct expense. 

During the fiscal year 1956 the Bureau classified the facfli- 
ties mentioned above as single-purpose irrigation because there 
has been no municipal water deliveries to June 30, 1956. As a re- 
sult, the decrease in multiple-purpose expense for d%stribution 
dur%ng the fiscal year 1956 compared with f9scaIL year 1955 (sched- 
ule 8, p,, 78 ) has been substantially offset by an increase in ir- 
rigation operations direct expense during fiscal year 1956 (sched- 
ule 4, pe 74) 

20. Nonoperating revenues and deductions 

Effective with the fiscal year 1956, the revenues and revenue 
deductions resulting from guided tours at Shasta Dam, the Shasta 
Dam vista house concession, operation of the Redding to Corum rafl- 
roads and operation of marine service on Shasta Lake were rec.lass%- 
fied as mult%ple-purpose operating revenues and revenue deductions, 

21. Allocatilon of joint expenses 

Expenses by the Corps of Engineers at the KSngs River and Esa- 
bella Reservoir Projects for operating and maintaining joint fa- 
cilities and supervision and administrative expenses have not been 
allocated to purposes to June 30, 1956, Both projects serve the 
purposes of flood control and irrigation, and provisions have been 
made at the Kings River Project for future power development. 

22. Credits to operations 

Rentals from leases of reservoir lands and other nonoperating 
revenues have been received by the Corps of Engineers at the Fol- 
som, Kings River (Pfne Flat), and Isabella Reservoir Projects. 
Under the provisions of the Flood Control Act of 1941, as amended 
(33 U.S.&r. 7QlC-3), 75 percent of the moneys received during any 
fiscal year on account of lands acquired for flood control, river 
and harbor, and allied purposes are to be returned to the state in 
which the lands are located. The amounts paid to states are not 
entered in the accounting records at district offices but are dis- 
bursed and recorded at the OffLee of the Chief, Washington, B.C. 
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APPENDIX A 

AUTHORIZATIONS FOR WATER RESOURCES DEVELOPMENT 

IN THE CENTRAL VALLEY BASIN s 

EARLY AUTHORIZATIONS IN THE CENTRAL VALLEY BASIN . 
Prior to authorization in I.935 for construction of’ the initial 

features of the Central Valley Project, works of Ilmprovement had 
been undertaken by the Corps of Engineers on the main stem and 
tributaries of both the Sacramento and the San Joaquin Rivers; 
These fmprovements related to navigation and were ooncerned pri- 
marily with removal of snags; construction of brush jetties, re- 
strahning barriers9 and wing dams; and securing a navigable low- 
water channel, with certain depths and widths9 in specified 
sections of the rivers through dredging, cutting off.sharp be'nds, 
and closing side channels. 

c* The early navigation improvements on the Sacramento River and 
trZbutaries were adopted by river and harbor acts commencing with 

a the sot of March 39 2873 (18 Stat, 456) p and provided for channel 
work on the Sacramento, Feather, Yuba, Bear, end American Rivers, . The exl,sting'project was authorized by river and harbor acts com- 
mencing with the act of March 39 1899 (30 Stat, 11211, and, as 

d modified by later acts9 particularly the act of July 24, 1946 (60 
Stat, 6341, provided for construotion of a ship channel 30 feet 
deep and 200 to 300 feet wade from deep water in Su3su.n Bay to 
Washington Lake, construction of a harbor and turning basin at 
Washington Lake, a connective canal with navigation lock from the 
harbor to the Sacramento River, and other chrmel work on the river 
to about 180 miles above Sacramento, California, 

On the San Joaquin River the first improvements were author- 
ized by rfver and harbor acts commencing with the act of August 14, 
1876 (19 Stat, 1321, The plan of improvement under these early 
authorizations did not become definite until about 1881, These 
early acts provided for general channel improvements on the San 
Joa~u&River, including improvements for Stockton and Mormon 

e The existing project, although related to work per- 
formed under these early acts, was supplemented and modified by 
river and harbor acts through the act of May lT9 1950 (64 Stat, 
1631. These acts provided for securing a navigation channel 'with 
a minfmum low-water depth of 30 feet from the mouth of the San 
Joaquin at New York Slough up to Mormon Channel at Stockton, Cali- 
fornia, a distance of about 41 miles9 and other channel work above 
that point and in Stockton and Mormon Channels@ The act of May 17, 
1950, modified the project and authorized extensave channel and 
harbor work in the area around Stockton, Californiac 

Other early improvements on certain tributaries of both the 
Sacramento and the San Joaquin Rivers have been authorized by vari- 
ous river and harbor sots, These Improvements have been directed 
primarily toward securing a navagable channel in certain stretches 

96 



APPENDIX A 

of these rivers, mainly through construction of wing dams ana 
brush jettlles, removal of snags, ana occasional dredging, These 
works of improvement relate pr%marily to the Feather River, 
Mokelumne River, ana the fJIiddle River an& connecting channels, 

INITIAL AUTHOiWiATIQN QF CENTRAL VALLEY PROJECT 

Construction of the Central Valley f)roJect was infbtiated under 
authority of the Emergency Relief Appropriation Act, 1935 (@ Stat* 
lLL5), and was subsequently authorized under a FBnding of Feasi- 
bility by the Seore.tary of the Xnterior, 
on December 2p 193so 

approved by the President 
The princfpal engineering features of the 

project as outlfned in the report, 8nd which comprised the initial 
features of the project, consioted ofi 

Kennett Dam (later changed to Shasta Dam), reservof;P, 
power plants, transmisseon lines, and substation 

Contra Costa Canal 
San Joaquin pumping system 
Friant Dam and Reservoir 
Friar&-Kern CEinal 
Madera Canal 

These features had an estamated total construction cost of 
#1~0~000,000* 

The San Joaquin pumping system feature of the project as de- 
scribed in the fensfbill.%ty report contemplated the transferral of 
water from the Saoramento River to the San Joaquin River and up- 
stream on the San Joaquin through a system of small dams and pwnpse 
This plan was later altered to the use of a pumping plant at Tracy, 
Callfornfa, and a single gravity canal to Mendota, referred to as 
the Delta-Eendota CanaIL, 

Constnuetion of the initia.l features was started in l-937, and 
by I.951 a%b the initially authorized features were essentially 
complete and in operation, The first unit of the project to be 
placed in operation was the Contra Costa Canal., which Is operated 
priimarlly for the delivery of water for municlpa3. and industrial 
use in the eastern area of Contra Costa County. Water was first 
delivered to the distribut1o-n system of the Contra Costa Canal in 
August 194-O for deLIvery to the city of Pfttsburg, Calffornia, 
when the canal was only partlaU.y completed, All water delivered 
from the cana%. is distributed by the Contra Costa County Water Dis- 
trict * Water was first diverted fr~rn Fria~t Dam into the Madera 
Canal in June 1944 and into the Fr$ant-Kern CmaL fn March 1949 
for delivery to irrigation customers in the San Joaqukn Vall.ey, 
The first large movement of water from Shasta Reservoir to the San 
Joaquin ValLey began in August 1951, when the first pump at Tracy 
delivered water to the Delta-Nendotn Canabo Delivery of water from 
Shasta Reservoir south some fjO0 miles through the Central. Valley 
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of California to the southern San Joaquin Valley requires the co- 
ordinated operation of storage reser~ofrs~ canals9 power plrants, 
transmissioul lfnes, and pumping plnntsd The first two generating 
units at the Shasta Power SJlant, of 7joOO0 kflowatts each, were 
placed in operatc%on %n Ju.3~ 1944, 

. 

lgTC]1 
Under a.uthoxJ%ty of the Flood Contro1 Aots of 1936 (49 Stat, 

and IL928 (52 St&t;, L29Ls), the Corps of Engineers submitted 
8urvey reports to the Congress on most of the important flood- 
producing streama in the Saoramento=43an Jowquin River basin* 
Based on the reoommendations contained in these survey reports 
(published a$ var;bous Rouse and Senate documents), the Flood Con- & trol Acts of ZL~&'L (55 Stat. 63%) and 1944 (58 Stat, 887) authorized 
extensive f%ood. control improvements for construction by the Corps 
of Engineers .a The authorizations consisted of 11 multfple-purpose 
reservoirs 022 major streams3 5 fIlood control reservoirs on minor . 8tre8.mSb and related and supplemental levee and channel. improve- 
ment s a 

L During this same period the Bureau of Reclamation, under the 
authority of the Federal reclamation laws, undertook extensive in- 
vestlgataons along many of the rivers and streams in the Central 
Vabley Basin preI.lminary to obtaining authorizatfons for construct- 
ing works for the development of these water resouroeso 

Through the interagency agreement provid%ng for joint actilon 
among b;he var%csus Federal agencies, representat%ves of the Corps 
of Eng%neer'sg Bureau of Reclamation, Federal Powen Commission, and 
Bureau sf A~~~~~t~ral Economics, Department of BgrZcubture, held 
a Dleetlng ae 8 
that the Bu~ea 

Cal%fornia, on July 16, 1943, and agreed 
mat;%on and the Corps of Engineers each 

shWI.d prepare 4 report for the entire basin instead of indiv%duaI. 
reports on ea~b of the numerous streams of the Sacramento-San 
Joaqufn BBver basin, as had been done in the past, The report by 
the Corps of Engineers was to present a comprehensive plan for 

1) and the report by the Bureau was to present a oom- 
%a# for water resouroe development, 

On Pebmary 1, 1945, the Corps of Engftneers issued their re- 
port entit%;led utComprehensive Flood Control Survey Report on 
Sacramento-San Joaquin Basin Streams9 Californiaa9' This report 
updated and expanded all previous investigations made by the Corps 
and oombined authorized and proposed new projects into a coordi- 
na.&ed and comprehensive basin plan of flood protection and related 
wfih?w uses67 The proposed plan contemplated constructIon of 19 
mu%tigbe-purpose and 6 flood oontrob reservo%rs; 'p hydroelectric 
generati~ plants and 2 afterbay dams with power faeilfties; 



revision and. extension of certain existing levees ande sppur%zmmt 
works ; and add%tfona% supplementa% Peveas, channel Improvements, 
and other related fao%Ih?lties at a total estimated cost sf 
$438e335,ooo~ 

On November gs 1945, the Commissioner of Reolamation trans- 
mitted to the Secretary of the Interibor h9s report on a oomprehen- 
s$ve plan for water resource development in the CentraI. VaUey 
BaskriP) The Bureau's proposed.p%an Included 38 major dams and res- 
ervoirs together with related caals, Laterals, and drains; 28 
hydroeleotrics power plants with suppdementing fuel-eleotrio plants, 
trammission antl fesder lines, aszda substatfons; and other related 
work at 8 tota3, estimated cost of $%~8b0~800,0000 

The oomments of the Secretary of the In'krio~ on the proposed 
report on the basin by the Chief of EngSneers noted that the re- 
poFt "was directed primar3.Il.y toward flood eontro?l. improvements, 
whereas the report by the Bureau was directed prl.marily toward de- 
velopment of irrfgation, hydroelectric power production, and other 
beneficial uses of water in Callifornia, inoludfng flood control, 
The Seoretary stated also that flood oontro1 was not the primary 
purpose of any trtiy comprehensive pEan for the Central Valley Ba- 
sin and that the primary concern of an adequate plan for the area 
must be to oollect and distribute water, Me stated further that 
flood control must be regarded in the case of the Central VaLley 
Basin as secondary in importance to the neoessIty of conserving 
and distributing water0 

The further comments by the Seoretary of the Inter%.or opposed 
division of agenoy respons%bXI.fty for FederaS. development and eon- 
tro3. of the water resources of the CentraIL 'VaILLeg Basin, Calffor- 
nXa, The Secretary proposed that certain projects authorized for 
cokstruction by the Corps be either reauthorized by the Congress 
for oonstruct$on and operation by the Bureau of ReoEamation or 
thnt the operation and ma%ntenance of these proJe@ts be transferred 
to the Bureau, upon eompketion of oonstruetion by the Corps, and 
that the reglated power faci.&fties at a%l proJects be constructed 
by the Bureau of Reclamation, 

The comments of the Secretary of ItJar on the proposed report 
by the Commissioner of Reolamation also brought out basic? differ- 
ences between these two Federal agencies in their respect;ive plans 
for the development of the water resoux'ces of the Central. Valley 
Basino These dfffermmces related primarily to the re%atlws %m- 
portance of flood contrc.11 and. irrigation and stemmed l.arge3.y from 
the laws and administrative procedures under wh%ch the Corps of 
Engineers and the Bureau of Reclamation operate, 

The reports by the Corps and the Bureau were amended in 
sugpZLementary reports by these two agencies dsted July 27 and 
July 26, 1~948, respectively, prior to thefr submissIon to Con- 
gress* These supplementary reports, however, did not ma.terha3J.y 
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alter the original 
development of the 

plan by these two agencies or their concept for 
water resources of the basin@ 
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On June 2, 1945, the President requested the Secretary of War 
to submit his report on the Central Valley Basin to him thrash 
the Director of the Bureau of the Budget, with a memorandum set- 
ting forth clearly the differences both as to plan of development 
and as to policy between the recommendations of the War Department 
and those of the Department of the Interior, Sfmllar instructions 
were issued to the Secretary of the Interior, In a letter to the 
President, dated July 29, 1948, the Secretary of the Interior sum- 
marized the differences as to polfcy and administration between 
the Corps and the Bureau as their respective viewpoints concerning 
mainly; 

1, The relative importance of irrigation and flood control. 

2, The most efficient means of attain5.ng coordinated opera- , 
talon of the various project works, 

3e The applicability of reclzmation law to projects con- 
structed and operated by the Corps of Engineers, 

4. The proper construction and operatQng agency for the 
various structures 0 

In his letter the Secretary of the Interior proposed the establlsh- 
ment of a deffnitc and thoroughly understood Federal. policy to 
guide the construction., operation, and administration of Federal. 
works in the Central Valley to eliminate confusion and inefficiency 
and to provide for the maximum effectiveness of Federal particilpa- 
tion In water resource development of the Central Valley, * 

On August l/j, 19t-)9, the President wrote similar letters to 
the Secretary of the Army and the Secretary of the Interior stat- 
ing that the related reports by the two departments on the basin 
did not contaitn sufficient information with respect to engineerS-ng 
and econdm3.c feasibility to justify their approval as a comprehen- 
sive valley plan and that,, aside from the authorizations for the 
projects specified in paragraph (c) of his letter, the other proJ- 
e&s proposed in the reports were to be considered as an inventory 
of possible future work to be thoroughly investigated to justify 
construction authorization, The projects speclfled in the Presil- 
dent's letter as projects which the yeports demonstrated a need 
for authorization were: 

1, The New Helones, Tuloch, and Pine Flat hydroelectric power 
plants by the Bureau of Reclamation, as adjuncts to au- 
thorized dam and reservoir projects, 

2, A number of miscellaneous levee and channel improvement 
projects for flood control purposes by the Corps of En&- 
neersea 



The President further proposed transfer of cxkst%:qg con.; i;r*11CI-; curl 
authorization for certain multiple-purpose projects fr?om Lh(,: CUI*;~JS 
of Engineers to the Bureau of RecEnmation and the tr3.n:': f'r::~= of cd~- 
tain other projects to the Bureau for operation. and mail.;-22;en;,Lc3 
after completion of construction by the Corpse 

The President established a policy in his letter+ to be used as 
a guide in the construction, operation, and administration of fu- 
ture Federal works in the Central Valley, by providing that addi- 
tional proposed projects not now authorized which are found feasi- 
ble on the basis of detailed project reports will be approved for 
authorization in accordance with the Folsom formula, iBeoB 
multiple-purpose dams are the responsibility of the Bureau of 
Reclamation, and dams and other works exclusively for flood con- 
trol are the responsibilety of the Corps of Engineers, The func- 
tional division of responsfbility outlined by the 'f-gresident has 
been accepted by the Corps and the Bureau as a guide to further 
Federal development in the Central Valley of Cabifornia. 

The comprehensive reports by the Bureau and the Corps have 
been submftted to the Congress and were published as Senate docu- 
ment 113, Eighty-first Congress8 and House document 36’7, Eighty- 
first Congress, respectively, 

AUTHBRIZATIQN FOR ANERICAN REVER DEVEL0PMEMT 

The construction of Folsom Dam and Reservoir was orio;inally 
authorized by the Flood Control Act of I.944 (58 Stat, $87) to be 
constructed by the Corps primarily as a flood control project at 
an estimated cost of $18,474,000, This authorization provided for 
a dam with a reservoir capacity of 355,000 acre-feet, Although 
part of this capacity was earmaraked for irrigation, the authorI.!%%- 
tion did not include provl-sion for construction of irrigation or 
power facilities, After the project was authorized and before any 
appropriat;ions had been made for construetkon, 1.t was agreed by 
the Federal agencies concerned and the State of California that 
the project should be enlarged <and buflt as a m~ltiple~~~puryosc 
project for flood control, irr%gatfon, power, and other beneficial 
uses) wkth a reservoir capacity of 1,00Q,OOO acre-feet, 

In a special message to Congress on Jarmtpwy X.2$ IL9@8, the 
President recommended that the Congress expand the present author- 
ization for construction of Folsom Dam, The President recommended: 

1, The transfer of Folsom Dam and Reservair, upon completion 
by the Corps, to the Bureau for operation and maintenance 
as a coordinated unit of the Central Valley Project under 
the Federal reclamation law, 

2, Construction by the Bureau of a power plant, afterbay, 
and necessary transmSssfon lines, 



3. Construction by the Bureau of irrlgatfon canals and re- 
lated works needed to deliver water from the reservoir 
to irrigation districts, cities, and suburban areas@ 

The reauthorization and enlargement of the Central Valley Project 
to include the American River development in the act of October 14, 
1949 (63 Stat, 8521, authorized the construction of Folsom Dam and 
related works substantially in accordance with the earlier recom- 
mendations of the President, The act directed the Secretary of 
the Interior to cause the operation of the authorized works to be 
coordinated and integrated with the operation of existing ad fu- 
ture features of the Central Valley Project, 

The act of October 14, 1949, further authorized the Secretary 
of the Interior through the Bureau of Reclamation to conduct in- 
vestigations, surveys9 and studies for the purpose of developing 
plans for disposing of the water and electric power which would be 
made available by the project, including a study of the water re- 
sources of the enttire Americcma River watershed, 

. 
Construction of Folsom Dam and Reservoir, by the Corps of 

Engineers, was started in 1948, These features were transferred 
to the Bureau for operation and maintenance on May 159 1956@ 

1, AUTHORIZATIBN QF PINE FLAT DAM &ND RESERVOIR 

Construction by the Corps of Engineers of the Pine Flat Dam 
and Reservoir on the Kings River was authorized by the Flood Coti- 
trol Act of 1944 (58 Stat. 901) for flood control and other pur- 
poses for the Kings River and T&are Lake Basin, California, 
Although the development of power at the dam was not included in 
the authorization, provisions were made for the installation of 
penstocks for possible future development of power, 

The authorization for the project contained the following pro- 
visions: 

$'That the Secretary of War shall make arrangements 
for payment to the UnIted States by the State or other 
responsible agency, either in lump sum or annual install- 
ments for conservation storage when usedt provided fur- 
ther, that the division of costs between flood control, 
and irrigation and other water uses shall be determined 
by the Secretary of War on the basis of continuing 
studies by the Bureau of Reclamation, the War Department, 
and the local organizations," 

The War Department Civil Appropriation Act, 1947 (60 Stat* 1601, 
included $l,OOO,OOQ for the initiation of construction of the 
project, but provided that none of the appropriation should be 
used until the Secretary of War had received reports as to the 
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division of costs between flood control., irrigation, and other 
water uses from the Bureau of Reclamation and local organizations 
and, with the concurrence of the Secretary of the Interior, had 
made a determination as to what the alblocatfon should be, In 
addition the President asked the Director of the Budget to im- 
pound the funds appropriated for construction of the project, 
pending allocation of costs and the making of the repayment ar- 
rangements, 

Y 

In a letter dated. January 32, 1947$ to the President trans- 
mitting a report on the division of costs of the Kings River 
Project (published as H, Dooo 136, 80th Congo), the Secretary of 
War determined that the division of costs to S_rrlgation should be 
set at an amount not to exceed $14,2jOoOO0, the exact amount to be 
agreed upon between the Bureau of Reclamation snd the Local agone 
cles conoerm3ds The Seoretary of War proposed that the Kings River 
Project be oonstruoted immediately and operated inftia32.y for 
flood control but snot operated for irrigation until agreement had 
been reached between the Bureau of Reolamat%on and local water 
users on the division of sosts and on repayment arrangements* The 
Secretary of War reoommended that the funds appropriated by the 
War Department Civvf%. Appropriation Act, 1947, be reXeased from im- 
poundment by the Bureau of the Budget, This recommendation and 
the proposals by the Secretary of War were concurred in by the 

and the funds were released for imitia- Secretary of the Interfor, 
t%on of constructfon ai’ the project, 

Constructi.on of the project was started in April 1947 and was 
substant;9ally completed in June 3.954, The project was operated 
for flood control during fiscal years 3.935 and I.956 and for irri- 
gation under inter%m contracts with the Eings River Couaservation 
Jxstr3xYt $ 

AUTHQRTZATIB~ OF ISABELLA DAM AND RESERVOTR 1L"rA. m. -I 
Construction of the Isabella Dam and Reservoir on the Kern 

River was authorized by the Flood Control Act of l94)+ ($8 Sitat, 
901) for~flood oontrol ana other puwl?poses Sn the San Joaquin 
Valley, CaSifornfa, The authorization provided for oonstructioq, 
ope,ratioti, and maintenancze of the project by the Corps of Engi- 
neers jprimarily for flood .control and for water conservation 
purposes, Although development of commercial power at the dam 
was not included in the authorization of the project, benefits 
acorue to downstream hydroe%ectric power plants of prfvate utility 
companies as a result of the exfsteuace of Isabella Dam and Reser- 
voir. The project as authorized is a unit in the comprehensive 
plans proposed by the Corps of Eng%neers and the Bureau of Recla- 
mation for the deve'lopment of the water resources of the Sacramento- 
San Joaquin Basin, 
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Construction of project works was started in PIIarch x94,8 and 
the dam was completad in Apr$$ 19530 Qperat4cbn of the reservoir 
was initiated f1n ffscal year 1954 to provide the flood protection 
and conservation benef"Sts for which aht was designed, 

AUTHQRIZATIQN OF SACIRAPENTO VALLEY IRRIGATIQN CANALS 

The cxmstruetion of tha"Fi&ibramento Va1Ley irrigation canals 
was authorized by the act of 3eptember 26, 1950 (64 Stat, 1036), 
as an integrated part of the' Central Valley Project of California, 
The gr'2ncSpal features of the project authorized by the act com- 
prPse the Tahama-Colusa Canal located on the west sfde of the 
Sacramento B1va?, together with all necessary pumping plants and 
appurtenant works to irrigate Lands Ikn Tehama, Glenn, and Colusa 
Counties, and the Chico Canal loaated on the east side of the 
Samxmento River, together with all necessary pumping plants and 
appurtenant works to irrigate lando.i,g.&@.ma ard Butte County, 
or suoh altsrnate f%m&s and pumping plants as in the opinion of 
the Commiss%sner of Realamation and the Secretary of the Interior 
may be neoessary to provide an adequate water supply-to, meet the 
irrigation, industrial, domestic, and other benefit%-al require- 
ments of water for these lands* 

Sechicm 5 of the aet provided: 

"That no expenditure of funds shall be made for COY&- 
stcwot&on of this project until the Secretnry of the In- 
rterio,r, w%tki the appr~al 0f the President, has submitted 
to the CO~p?@SSa, whth respect -t;Q such works, a @ompletea 
report ti ffnd%ng of feasibility under the provisions of 
the Federal recl.anation 3awsrfi 

In acroordance with the requiseme5s of this section of the act, the 
Sacretaary of the Interior, on January 19, 1953, transmitted to the 
Congress his report and findings (M, Doe, 73, 836 Gong,) on the 
Sacramento canals unit of the Central Valley Project, The report 
stated that the Sacramento canals unit had engineering feasibility, 
provided that the proposed Trlnllty River division, upon which the 
oanals unit is dependent for a firm water supply, will be author- 
ized and comtru&ed, This report by the Secretary of the Interior 
satisfied the requirements of seotion 3 of the authorizing act and 
gleams3 the Sacramento cana%s -m&t for constrmtfon as an inte- 
grated part of the Central Valley Project, 

The revised plan of development for the Sacramento canals 
unit at an estimated cost of $54S3960000 is comprised of three 
main conveyanoe oan&Ls diverting water from the Sacramento River* 
In addition to the works of improvement described in section 2 of 
the acsf of September 26, X950, the revised plan provided for the 
constru&zLon of the Corning Can&L on the west side of the river 
beg%nning near Red Bluff and extending southerly a distanoe of 
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about 25 mil.es to serve lands in southern Tchama Courltyo water 
for this canal would be lifted from the Sacramento River by an 
electrically powered pumping plant, 

AUTHORIZATIQN QF THE TRINITY RIVER DIVISION 

Construction of the Trinity River Dfvlsion was authorir.zed by 
the act of August 12, 1955 (69 Stat, 71gj9 as an addition to and 
an integral part of the Central Valley Project, CalSfornia, pri- 
marfly for the purpose of increasfnc the supply of water available 
for irrigation and other beneficial uses in the Central Valley of 
California, The principal features of the TrSnity River Divlsllo~~ 
authorized by the act comprise Trinity Dam, Reservoir, and Power 
Plant3 Lewiston Dam, Reservoir, and Power Plant; Tower House Tun- 
nel, Power Plant, and Diversion Dam; and Matheson Tunnel and Power 
Pbarlt $ at a total estimated cost of $225,000,000, 

The general plan of development provided that Trinity Reser- 
voir on the Trinfty River9 with a storage capacity of 2,500,OOO 
acre-feet, would store Trinity River waters for diversion into 
the Sacramento River basin, Lewiston Reservoir, a short dlstance 
downstream from TrPn5.t~ Reservoir, would reregulate flows from 
Trinity Reservoir for downstream uses9 especially for fish pur- 
poses, and for diversion throrlf:h Clear Creek Tunnel and Power 
Plant into Clear Creeka 

L low the power plant, 
t!hfskeytown Dam on Clear Creek, just be- 

would divert water through Spring Creek Tun- 
nel and ITower Plant into the existing Keswick Reservoir on the 
Sacramento Rfver, Under this pneral. plan about '70k,3000 acre-feet 
of Trinity River water would be dIverted annually to the Sacra- 
mento River basi.n to meet the ultimate needs of 205,400 acres fn 
the recently authorized Sacramento canals untlt and for use on 
other lands in the Central Valley Basin, 

Section 1 of Lhe authorlzf.ng act d1x3ected the 3:cretary of 
the Interior to continue: 

a*m+ engineer3ng studies and negotiations with any 
non-Federal agency with respect to proposals to purchase 
fallScnG water and, not later than eighteen months from 
the date of enactment of this act, w”epcrt the results of 
such negotiations, includli.ng the terms of a proposed 
agreement, if any, that may be reached, ,together e&th 
his recommendations thereon, which agreement, if any, 
shall not become effective untfl approved by Congress." 

, 

The Committee on Inter&or and Insular Affairs of the Senate con- 
cluded fm its report that this provision was not to be considered 
a commitment on the part of the Congress to the sale of falllnc 
water or to any arrangement other than construction and operation 
of the entire project, Including; the power features, by the 
United States, and was not to be understood as an authorfzatfon to 

. 
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waive, in any negotiation for the sale of falling water, 3ny pref- 
erence in the sale or transmission of powr as expressed in sec- 
tion j of the Flood Control Act of 1944, the RecZamation Project 
Act of 1939$ or in any other l?wc 

The authorizing act provided that 25 percent of the add%- 
tional electric energy added to the Central Valley Project Power 
System as a result of the construction of the Trinity RZver Divi- 
sion is to be made available, under reclamation law, to preference 
customers in Trinity County, California, The remainder of the 
electric energy generated was to be disposed of in accordance with 
preferences expressed in the Federal reclamation laws, The opera- 
tion of the works authorized was to be integrated and coordinated 
with the operation of other features of the Central Valley Proj- 
ect, 

AUTHQRIZATION OF THE SOLAN PRQJECT 

The Solano Project, under construction by the Bureau of Recla- 
mation, is located on the west side of the Central Valley Basin 
about 30 miles west and south of the city of Sacramento, The proj- 
ect was authorized by the Secretary of the InteAcw on Jcanuary 28, 
1949, in accordance with section 9(a) of the Reclamatior$ Project 
Aot of 1939 (53 Stat, 11871, The report and letter of authoriza- 
tion are printed as House Document 6s9 Eighty-first Congresse 

The Sol,=0 Project, as presently plnnraed and being con- 
structed, is not considered to be en integrated part of the Cen- 
tral Valley Project, but it is a part of the comprehensive plan 
for the development of the water resources of the Central. Valley 
Basin, Certain features of the project could be coordinated with 
existing and potential future works in the Central Valley Basin, 

The principal features of the prcjject consist of Monticello 
Dam, a concrete arch-type structure which will create a storage 
capacity of 1,6OO,OOO acre-feet, a Pow diversion dam dobuns'rze;lm 
from Monticello Dam which is designed to divert s\ratc?r into a 
concrete-lined main conveyance canal 38 miles long with a diversion 
capacfty of 920 cubic feet per second and terminal capacity of 
115 cubic feet per second, an irrigation dXstrfbution system, and 
a drainage system, The estimated cost of this project contained 
in the definite plan report as revised to February 20, 1953, was 
I$47,111,0000 The current estimate of the cost of this project is 
$~2,410,000, 

The principal punposes of the project are to provide for the 
municipal. and industrial water needs of the cities of Vallejo, 
Benicia, Fairfield, and Suisun in Solano County, CalfLfornia, as 
well as to supply irrigation water in the county@ About 27,200 

t acre-feet of municipal and industrial water use Is expected 
annually by the year 1990, and it is planned that the project 
would deliver 216,000 acre-feet ennualZy for irrigation use at 
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the diversion dam, The project Ils expected also to provide some 
flood control benefits, Although provision has been made in the 
construction of Monticello Dam for the construction of a small 
power'plant, such a power plant is not being constructed at the 
present time, 

AUTHORIZATION OF THE ORLAND PROJECT 

The Orland Project, constructed by the Bureau of Reclamation, 
is located about 100 miles north and west of the city of Sacramento 
in the foothills which formulate the western extremities of the 
Central Valley Basin@ The project is one of the oldest reclama- 
tion projects in the basin and, although it is not an integrated 
pax% of the Bureauss Central Valley Project, it contributes to the 
comprehensive plan for water resource development in the Central 
Valley Basin, 

The Orland Project was authorized under the provisions of the 
Reclamation Act of June 17, 1902 (32 Stat, 3881, which permitted 
the Secretary of the Interior n+%+* to make examination and surveys 
for, and to locate'and construot, as herein'provlded, irrigation 
worlrs for the storage, diversion, and development of waters ***e't 
The Secretary of the Interior found the Orland Project feasible 
and authorized its construction as a consequence of the following 
documents: 

1, Letter dated November 12, 1906, from a Board of Engineers 
of the United States Geological Survey and the Reclama- 
tion Service to the Chief Engineer, United States 
Geological Survey* 

2, Letter dated August 5, 1907, from a Board of Engineers of 
the Reclamation Service to the Director of the 
United States Reclamation Service* 

3. Letter dated October 5, 1907, from the Acting Director 
of the Reclamation Service to the Secretary of the Inte- 
rior recommending that the Orland Project be approved for 
construction, which recommendation was followed by an 
endorsement dated October 5, 1907, on the letter, by the 
Secretary of the Interiorc 

Construction began on August 270 1908, and the first water was 
available in the 1910 season, 

The principal features of the project consist of two concrete 
storage dams which create storage capacities of 51,000 md 50,200 
acre-feet of water, three diversion dams9 and a carriage, distri- 
bution, and drainage system. The operation of these features 
allows the consummation of the irrigation purpose of the project* 
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Flood control is not a stated purpose of the project, and hydro- 
electric power plants have not been constructed as a part of the 
project, 

The total construction cost of the pro ect as recorded in the 
records of the Bureau at June 30, 1956, is i 2,583,870B In addi- 
tion, it is estimated that an amount of $750,000 will be required 
to be expended to rehabilitate some of the existing featusles of 
the project, At June 30, 1956, a contract between the Bureau and 
the bland Unit InJatw Users o Assocfation had been signed c~vorMg 
#2jO,OOO of this rehabib%tation work* 

c 



METHODS OF ALLOCATION OF ESTIElATED CONSTRUCTION COSTS 
OF MULTIPLE-PURPOSE PROJECTS TO POKER 

AND OT~R~S+~ 

The allocation of constructfon costs of multiple-purpose proj- 
ects to purposes fs the divltsian of the costs into amounts consid- 
ered equitable to charge to each of the project purposes0 ThtXTe 

allocations are important beoause the charges to beneffciaries for 
certain services of the project are determined 012 the basis of the 
costs incurred, The rates for sale of power, or lease of power 
privileges, include interest on the construction costs alloctited 
to the purpose. The fairness in the reporting on financ-lal poli- 
cies and adm%nistration, and on the financial results of opera- 
tions p is dependent upon the reasonableness of the allocations, 

Construction costs of projects for more than a single purpose 
include joint and specific costs, Joint construction costs include 
costs of facilities useful for more than a single purpose (eega, 
multiple-purpose dams and reservoirs) and must therefore be allo- 
cated to the several purposes* Specific construction costs are 
costs of facilities serving a single purpose (e.g., power plants 
and irrigation canals) and can therefore be allocated directly to 
that purpose, 

In the past, the several agencies of the Federal Government 
having water resource development responsibilities have used vari- ' 
ous methods for allocating joint costs of multiple-purpose proj- 
ects) the most common being the (1) benefits, (2) alternative- 
justifiable-expenditure, (3) use-of-facilities, and (4) priority- 
of-use methods,l The Subcommittee on Benefits and Costs prepared 

lBenef2ts method--Based on excess of benefits over specific costs* Joint costs 
are allocated in the ratio of such excess benefits for each purpose to total 
such excess benefits for all purposese 

Alternat -- e method--Based on excess of (1) cost of ---- 
single-p g benefits equivalent to those of a multiple- 
purpose s, whichever is lower, over specific co&so 
J&rt, costs are allocated in the ratio of such excess costs (or benefits) for 
each purpose to the total.such excess costs (or benefits) for all purposes6 

Use-of-facilfties method--Based on various measurements of the physical use of 
~faciI.ities, suchzcapacity of reservoir or quantity of water released, 
JoSnt costs are aLLocated in the ratio of use for each purpose to total for 
abl purposes* 

Priority-of-use method--Based on priority of use of the facilities by purposes., 
The benefits method of the alternative-justifiable-expenditure method, which- 
ever is lower, is used to determine that part of the joint costs to be as- 
sZgned to the purpose having top priority of use of the facilitfes, RemainFng 
joint costs are similarly assiped to each purpose in order of its priority of 
,use of the facilities unt5.3. all joint costs are allocated, 
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a report (May 1950) to 
tee entitled WProposed ._ 

the Federal Inter-Agency River Basin Commit- 
Practices for Economic Analysis of River Ba- 

sin Projects,” commonly referred to as “The Green Book,” recommend- 
lng the separable costs --remaining benefits method1 of cost alloca- 
tion. This method has the objective of an equitable distribution 
of costs among the purposes served by preventing costs allocated to 
any purpose from exceeding corresponding benefits, by requiring 
each purpose to carry at least its separable cost9 and, within 
theke maximum and minimum limits9 by providing for proportional 
sharing of the savings resulting from multiple-purpose development. 

. 

On December 31, lgjZ, ciroular No, A-47 relating to water re- 
sources projects was dssued by the Bureau of the Budget, This cir- 
cular provided certain standards and procedures to be used by the 
Executive Office of the President in reviewing proposed water re- 
source project reports and budget estimates to initiate construc- 
tion of such projects, The circular recognized,the absence of uni- 
form standards and procedures in many of the problems related to 
water resource development and expressed the hope that the circu- 
lar would encourage the adoption of uniform standards and proce- 

_' dures as a better basis for evaluating the merits of proposed proj- 
ects Q On allocation of costs of multiple-purpose projects, the . circular provides: 

a "The costs of facilities or features of a program or 
project used jointly by more than one purpose of water 
resource development shall be allocated among the pur- 
poses served in such a way that each purpose will share 
equitably in the savings resulting from combining the 
purposes ina multiple-purpose development," 

l$hb separable costs --remaining benefits method of cost allocation 
differs from the generally recognized benefits method in that the 
amounts of benefits used as a basis for the allocation in the 
separable costs --remaining benefits method are limited by the 
costs of available single-purpose alternative projects, In this 
respect it resembles closely the alternative-justifiable- 
expenditure method except that the concept of specific costs for 
each purpose is replaced by the concept of separable costs for 
each purpose, 

Separable cost for each project purpose of a multiple-purpose 
project is the difference between the total cost of the multiple- 
purpose project and the cost of such project with the purpose 
omitted, Separable costs include more than the direct and spe- 
cific costs of physically identifiable facilities serving only 
one purpose. Separable costs include also the added costs of in- 
creased size of structures and changes in design for a particular 
purpose from that required for all other purposes of the project, 
such as the cost of increasing the storage capacity of a reser- 
voirc 
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The circular, however, did not suggest or require the use of any 
specific method of allocation, 

i m By memorandum dated April 2, 1954, to heads of Bureaus and Of- 
flees in the Department of the Interior, the Assistant Secretary 
of the Interior stated that general agreement on cost alEoeation 

a of multiple-purpose projects had been reached with the Corps of 
Engineers and the Federal Power Commission, Similarly on March 29, 
1954, the Chief of Engineers issued a release to division and d?Ls- 
trfct engitieers and other interested parties within the Corps of 
Engineers that qontained a similar statement, These communications 
described acceptable methods for allocation of costs of multiple- 
purpose projects as: 

1. Separable costs --remaining benefits 
2, Alternative justifiable expenditure 
3. Use of facilities 

r -  The separable costs --remaining benefits method was described as 
preferable for general application, The alternative-justiffable- 
expenditure method was consfdered to be acceptable where the nec- - essary basic data to determine separable costs were not available . and the time and expense required to obtain the data were not war- 
ranted, The use-of-facilities method was considered to be ac- 
eeptable where the use of facilities fs clearly determinable on a 
comparable basis and where the method would be consistent with the 
basis of project formulation and authorization, The costs of a 
mult9ple-purpose project are to be allocated among the purposes 
served in a manner that each purpose will share equitably in the 
savings resulting from combining the purposes in a multiple-purpose 
development, 

The Presidential Advisory Committee on Water Resources PoJkcy 
in a report dated December 22, 195ss entitled Mater Resources 
Policy stated that it was important that uniform standards be used 
by all agencies for allocating costs of multiple-purpose projects, 
The cdmmittee, consisting of the Secretary of Agriculture, the Sec- 
retary of Defense, and the Secretary of the Interior, endorsed for 
general use the separable ~opsts-- remaining benefits method as pre- 
viously adopted by Federal agencies, The committee stated that 
costs represented by expenditures to mitigate damages to existing 
resources and facilities should be equitably allocated among the 
project purposesc 






