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COMPTROLLER GENERAL'S 
REPORT X0 XHE CONGRESS 

DIGEST ------ 

WHY XHE EXAMINATION WAS MADE 

This examination was made in accord- 
ance with the Government Corporation 
Control Act which requires the Comp- 
troller General to audit financial 
transactions of the Tennessee Valley 
Authority (TVA). 

0 I.2 ; 

OPINION ON FINANCIAL SXAXEMENTS 

In GAO's opinion, TVA's financial 
statements present fairly its finan- 
cial position at June 30, 1974 and 
1973, and the results of its opera- 
tions and the changes in the finan- 
cial position of its several pro- 
grams for the years then ended, in 
conformity with generally accepted 
accounting principles applied on a 
consistent basis. (See p. 23.) 

OXHER Id4TXERS OF INTEREST 

Power pro,gmm 

Operating results--At June 30, 1974, 
power program assets totaled $4.809 
billion, or about 87 percent of TVA's 
total assets. Operating revenues 
increased by $134.2 million, or 18 
percent, in fiscal year 1974. This 
increase, however, and a $11.6 mil- 
lion increase in other income were 
more than offset by higher expenses, 
particularly higher cost fossil fuels 
and larger interest charges. As a 
result, net income of $106.1 million 
in fiscal year 1974 was slightly less 
than that of the preceding year. 
(See p. 2.) 

EXAMINATION OF FINANCIAL STATEMENTS 
OF THE TENNESSEE VALLEY AUTHORITY 
FOR FISCAL YEAR 1974 

Of the $106.1 million net income, 
TVA paid $63.4 million into the 
Treasury as a return on the Govern- 
ment's investment in power facilities 
and the remaining $42.7 million in- 
creased retained earnings. (See p. 
3.1 

In addition to the $63.4 million, TVA 
paid $20 million of power proceeds to 
the Treasury as partial repayment of 
the Government's investment in power 
facilities. The TVA Act required 
both payments. The Congress passed 
and the President vetoed a bill to 
allow TVA to credit its expenditures 
for certified pollution control 
facilities against these payments. 
(See p. 6.) 

To assist in financing its power 
program, TVA issued $450 million in 
bonds, bringing its outstanding notes 
and bonds to $2.795 billion at June 
30, 1974. This is within limitations 
of the act which permit a maximum 
outstanding concurrent debt of $5‘bil- 
lion. (See p. 7.) 

In July 1974, TVA's Board of Directors 
approved issuing short-term notes of 
up to $350 million to the Federal Fi- 
nancing Bank. TVA issued a $300 mil- 
lion bond to the bank in October 1974. 
(See p. 8.) 

Rate adjustments--TVA raised its power 
rates by an average of 20 percent in 
January 1974 because of rising power 
system costs, particularly the cost 
of coal. Because of large and unpre- 
dictable variations in fuel costs, TVA 
adopted a fuel adjustment policy in 
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June 1974. Under this policy, TVA may 
adjust power rates monthly on the basis 
of month-to-month changes in the actual 
cost of fuel burned at its power plants. 
On the basis of actual fuel cost in 
June 1974, TVA raised its rates by about 
3 percent, effective August 1974. (See 
pp. 4 and 5.) ._ 

Nuclear power developments--TVA's power 
generating capacity was 23.3 million 
kilowatts at June 30, 1974, an increase 
of 1.4 million kilowatts over the pre- 
ceding year. A second unit of the 
Cumberland steam plant became operational 
on November 1, 1973, and accounted for 
most of the increase. (See p. 9.) 

TVA plans to more than double its gen- 
erating capacity over the next 10 years. 
If the six nuclear plants are completed 
by 1984, they will provide additional 
generating capacity of about 21.4 million 
kilowatts. TVA's first nuclear unit, at 
the Browns Ferry nuclear plant, began com- 
mercial operations on August 1, 1974. 
(See p. 9.) 

Scheduled operational dates of TVA's 
nuclear units continue to slip. Unit 1 
at Browns Ferry was delayed by about 
4 years. Units 2 and 3, initially 
scheduled to begin commercial operation 
by October 1971 and October 1972, re- 
spectively, were rescheduled for Decem- 
ber 1974 and September 1975. Overall the 
delay of the seven units under construc- 
tion ranged from 5 to 8 months in fiscal 
year 1974. (See p. 11.) 

According to TVA's estimates, about 
$5.9 billion will be required to 
complete the major projects under 
construction or planned. (See p. 
12.) 

Coal procurement--Coal stockpiles at 
TVA's steam plants declined sharply, 
and prices rose to unprecedented 
levels in fiscal year 1974. TVA's 
short supply of coal and higher 

prices were due to an imbalance of i 
supply and demand and delinquent coal I 
shipments. I 

About three-fourths of TVA's electric 1 
power was generated by 12 steam plants i 
that burned 37.7 million tons of coal,1 
costing about $324 million, during 
the year. (See pp. 12 and 14.) 

In August 1973, in response to a re- 
quest for offers sent to 162 coal 
suppliers, TVA received 27 bids. TVA 
awarded contracts to 20 of the sup- 
pliers for delivery of 18.4 million 
tons, but this was not enough to meet 
projected needs. 

In October 1973 TVA began exercising 
its emergency authority to purchase 
coal without advertising; however, 
the response continued to be poor. 
(See pp. 14 and 15.) 

Coal deliveries to steam plants were 
as much as 24 percent short of that 
scheduled under TVA's long-term con- 
tracts. A variety of reasons were 
cited for the shortages. (See p. 
16.) 

In fiscal year 1974, TVA purchased 
coal at the highest price it had 
ever paid--l66 percent above the 
previous year's average price. 
(See p. 17.) 

TVA's objective was to maintain 
enough coal at its steam plants for 
60- to go-day continuous operation 
at the normal burn rate. However, 
by June 30, 1974, the supply had 
dropped to 23 days at two plants and 
37 days at another plant. 

Because of the declining coal stock- 
piles, TVA announced in August 1974 
that electric power might be curtailed: 
during the winter season and later i 
asked that customers voluntarily re- I 
duce their use of electricity by 20 
percent. (See p. 17.) 

; 
I 

ii 



I 
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A coal miners' strike from November 12 
through December 5, 1974, further ag- 
gravated TVA's coal supply situation. 
Even though TVA took steps to lessen 
the impact of the strike, its system- 
wide coal supply dropped from 45 to 
34 days during the strike period. 
However, TVA had increased its stock- 
piles to a 38-day supply at the end of 
7974. (See p. 18.) 

TVA-produced, electric-furnace acid as 
a source of phosphates and to shift its 
production of fertilizer ingredients 
from solid nitrates to urea. (See pp. 
18 to 20.) 

RECOMk'ENDATIONS OR SUGGESTIONS 

This report contains no recommendations 
or suggestions. 

FwtiZiser program 
I 
I 
I Development production--Implementation 
I 
I 

of an operating plan--which TVA esti- MATTERS FOR CONSIDERATION 
I mated would save about $6 million--will BY THE CONGRESS 
I not proceed on schedule because of the 
I 

J 
fluctuating fertilizer market conditions. This report, required by law, informs the 
Eventually, TVA plans to substitute com- Congress of the operations and financial 
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CHAPTER 1 

INTRODUCTION 

The Tennessee Valley Authority (TVA) is an independent 
Government corporation created by the Tennessee Valley 
Authority Act of May 18, 1933 (48 Stat. 58, 16 U.S.C. 831), 
to improve the public usefulness of the Tennessee River and 
to assist in the development of other resources in the 
Tennessee Valley and adjoining areas. TVA generates, trans- 
mits, and sells electric power; helps control floods; promotes 
navigation on the Tennessee River: develops fertilizers and 
munitions; and participates in the development of recreational, 
agricultural, and other resources in the Tennessee Valley. 

TVA activities are directed by its three-member Board 
of Directors. Members of the Board are appointed by the 
President, with the advice and consent of the Senate, to 4 
serve g-year overlapping terms. The President also desig- 
nates one member as Chairman. As of June 30, 1974, the Board 
members and the expiration dates of their terms were: 

Aubrey J. Wagner, Chairman May 18, 1978 
Don McBride May 18, 1975 
William L. Jenkins May 18, 1981 

Mr. Lynn Seeber, TVA's General Manager, is responsible 
to the Board for carrying out its programs, policies,and 
decisions. 

Additional information on TVA activities can be found 
in its annual report to the President and to the Congress, 
issued pursuant to the TVA Act. 
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CEARTER 2 

GENERAL COMMENTS ON PRQGRAMS AND ACTIVITIES 

In addition to providing for our examination of the 
financial statements, the Government Corporation Control 
Act (31 U.S.C. 851) provides that our reports include 
information and comments as may be appropriate to keep the 
Congress informed of the financial condition and operations 
of each corporation. 

POWER PROGRAM 

As part of its resource development program, TVA supplies 
power at wholesale prices to 160 municipal and cooperative 
electric systems which distribute the power to more than 2.4 
million customers in parts of seven States. TVA also serves 
directly 47 industrial customers with large or unusual power 
requirements and several Federal atomic, aerospace, and 
military installations. 

Financially, TVA's power program is separate from its 
other programs. The power program is self-supporting, and 
part of the net income earned under the program is used to 
pay a return on appropriated funds invested in TVA's power 
facilities and to repay the investment. 

Operating results 

Power program assets increased by $456 million during 
the year and totaled $4.809 billion at June 30, 1974, or 
about 87 percent of TVA's total assets of $5.499 billion. 
TVA's power operations results for fiscal years 1974 and 
1973 are shown on page 3. 
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Percent 
increase or 

1973 decrease (-) 

Operating revenues: 
Sales of electric energy 
Rents 

Total operating 
revenues 

Operating expenses 

Operating income 
Other income and deductions 

Income before interest 
charges 

Interest charges 

Net income 
Payment of return on appro- 

priation investment 

Increase in retained 
earnings 

(000 omitted) 

$863,643 $729,031 18 
19,983 20,349 -2 

883,626 749,380 

679,499 577,429 

204,127 171,951 
85,411 73,800 

18 

18 

19 
16 

289,538 245,751 
183,384 139,300 

106,154 106,421 

63,422 53,785 

18 
32 

18 

$ 42,732 $52,636 -19 

Exhibit II presents the details of the power program's oper- 
ating results. 

The volume of electric energy sold increased only 
slightly, about 3 percent, in fiscal year 1974 over the pre- 
ceding fiscal year, This small growth rate was due mostly 
to a warmer-than-normal winter and a cooler-than-normal 
summer, Most of the increase which did occur resulted from 
larger sales to those industries served directly by TVA, 

A midyear rate adjustment and the small increase in 
sales volume resulted in operating revenues that were $134.2 
million, or 18 percent, higher in fiscal year 1974 than in 
1973. However, this increase,plus the $11.6 million increase 
in other income, was more than offset by a $102.1 million, or 
18 percent, increase in operating expenses and a $44.1 million,, 
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or 32 percent, increase in interest charges. As a result, 
net income in fiscal year 1974 was slightly less than that 
of 1973. 

About $85.4 million, or 84 percent, of the $102.1 mil- 
lion increase in operating expenses was due to higher pro- 
duction expense, which increased primarily because of higher 
cost fossil fuels used in power generation. As in previous 
years, interest charges increased because of the continued 
growth of TVA's debt and because of higher interest rates. 

Although the appropriation investment continued to de- 
cline, TVA's payment to the Treasury as a return on that 
investment increased by $9.6 million, or 18 percent, because 
of an increase in the interest rate prescribed by the TVA 
Act. In 1975, the payment will be about $8 million more 
than it was in 1974 because of a further rate increase. 

Earnings available to reinvest in the power program 
were about $9.9 million, or 19 percent, less in 1974 than 
in 1973. 

Rate adjustments 
. 

The TVA Act requires TVA to sell power at rates as low 
as possible but high enough to maintain the financial sound- 
ness of the power program. TVA and a committee representing 
distributors review current and prospective power revenues 
and expenses quarterly. On the basis of the review, the Board 
of Directors determines whether a rate adjustment is needed. 
The Board approved a raise in the power rates, which averaged 
about 20 percent, effective January 1974 because of rising 
power system costs, particularly coal costs. 

Because of large and unpredictable variations in fuel 
costs, in July 1974 the Board approved having charges for 
electric power, beginning in August, reflect monthly in- 
creases or decreases in the actual cost of fuel burned at TVA 
power plants. TVA determines the amount of the increase or 
decrease in fuel costs and publishes necessary rate changes 
about the middle of the month preceding each billing. Under 
this adjustment about 3 percent was added to August bills 
on the basis of the cost of fuel burned in June 1974. TVA 
continues to make quarterly reviews, pursuant to provisions 
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in its customer contracts, of power system revenues and 
expenses to determine whether other rate adjustments are 
necessary. 

Proprietary capital and 
payments to the Treasury 

The Government's total proprietary capital in TVA was 
$2.548 billion at June 30, 1974, and $1.882 billion, or 74 
percent, of this amount was in the power program. Changes 
in proprietary capital during fiscal year 1974 are shown 
in the following tabulation. 

Change 
Power Nonpower Total 

(000 omitted) 

Appropriation investment: 
Congressional appropria- 

tions $ 135 
Transfers of property from 

other Federal agencies 

Less repayments to general 
fund of the Treasury 

Appropriation invest- 
ment 

Net income of power program 

Net expense of nonpower 
programs 

Less payment of return on 
appropriation investment 

Net increase in pro- 
prietary capital 

323 

458 

-20,000 

-19,542 

106,154 

$45,541 $45,676 

76 399 

45,617 46,075 

-12 -20,012 

45,605 26,063 

106,154 

-63,422 

-41,489 -41,489 

-63,422 

$ 23,190 9 4,116 $27,306 
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Section 15d of~the TVA Act requires the corporation to 
pay to the Treasury each year, beginning with fiscal year 
1961, a return on the appropriation investment in power 
facilities. The required payment is based on the average 
interest rate payable by the Treasury on its total market- 
able public obligations at the beginning of the fiscal year. 
The rate is applied to the unrepaid appropriation invest- 
ment on that date. In fiscal year 1974 the payment of 
return was $63,4 million, which brought total return pay- 
ments since 1961 to $686 million. 

Section 15d also requires a repayment of the appropri- 
ation investment in power facilities beginning in fiscal 
year 1961. The required repayments are: $10 million annu- 
ally for the first 5 years (1961-65), $15 million annually 
for the next 5 years (1966-70), and $20 million every year 
thereafter until $1 billion has been repaid. Under speci- 
fied conditions the Board may defer payments for not more 
than 2 years, but the Board has not exercised that option. 
TVA's repayment of $20 million in fiscal year 1974 brought 
the cumulative payments under this provision to $205 mil- 
lion. Under legislation in effect before the 1961 repayment 
provision, TVA has repaid $185 million to the Treasury, 
making the total repayment $390 million. 

Section 26 of the act provides for annual payments to 
the Treasury of any power or nonpower proceeds not needed 
for the operation of dams and reservoirs, the operation of 
the power program, or the manufacture and distribution of 
fertilizers. TVA had paid $41,6 million from nonpower 
proceeds under this provision through June 30, 1974. 

In fiscal year 1975 TVA will be required to pay the 
Treasury from power proceeds $71.4 million as a return on 
the $1.015 billion unpaid appropriation investment in power 
facilities as of July 1, 1974 (based on an average interest 
rate of 7.03 percent being paid by the Treasury on its total 
marketable public obligations) and $20 million as a repay- 
ment of that investment. 

Late in the 93d Congress the House and Senate passed a 
bill to amend section 15d of the TVA Act to provide that, 
beginning with fiscal year 1976, TVA's expenditures for ' 
certified pollution control facilities may be credited 
against the annual payments required as a return on the 
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appropriation investment in power facilities and the repay- 
ment of the investment. However, the President vetoed the 
bill after the Congress adjourned, 

Borrowing authority 

TVA is authorized, under section 15d of the act, to 
issue and sell bonds, notes, and other evidences of indebted- 
ness up to $5 billion outstanding at any one time to help 
finance its power program. Section 15d states that the time 
of issuance and the maximum interest rates to be borne by 
the obligations are subject to approval by the Secretary 
of the Treasury, who is authorized to purchase TVA interim 
obligations up to $150 million outstanding at any one time. 
Debt service on these obligations is payable solely from 
TVA's net power proceeds and has precedence over repayments 
of the appropriation investment and payments of a return on 
investment to the Treasury. Outstanding notes and bonds 
totaled $2.795 billion at June 30, 1974. 

Section 3.4 of the Basic Tennessee Valley Authority 
Power Bond Resolution adopted October 6, 1960, prohibits 
any increases in outstanding bonds unless a power income 
test specified in the resolution is met. To meet the test, 
net power income for 
aggregated at least: 

the last 5 fiscal years must have 

$200 million, 

plus 

$15 million for each one-quarter 
of 1 percent (or major fraction 
thereof) by which the interest 
on Treasury borrowings has aver- 
aged more than 3.25 percent 
during the 5 years. 

TVA met the minimum net income requirement for the 5 
years ended June 30, 1973, and sold $450 million in bonds 
in four issues during fiscal year 1974. TVA's net power 
income for these 5 years aggregated $463 million, and the 
minimum net power income requirement for that period was 
$320 million. 
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Short-term 
million at June 
June 30, 1973. 

notes payable to the public totaled $570 
30, 1974--an increase of $90 million since 
Short-term notes payable to the Treasury 

at June 30, 1974, totaled $100 million, the same as at 
June 30, 1973. 

The Federal Financing Bank Act of 1973 (Public Law 
93-224), approved December 29, 1973, created the Federal 
Financing Bank and provided for coordinated and more effi- 
cient financing of Federal and federally assisted borrowings 
from the public. Although the TVA Act authorizes the agency 
to sell debt obligations to the public, it is also authorized 
to use the facilities of the Federal Financing Bank. On 
July 11, 1974, the TVA Board approved the issuance of a 
maximum of $350 million in short-term notes payable to the 
bank. On that same date, the Board rescinded an earlier 
approval of the direct issuance of $100 million in bonds to 
the public. On October 30, 1974, the Board approved the 
issuance of a $300 million bond payable to the bank., 

CONSTRUCTION ACTIVITIES 

At June 30, 1974, the book value of TVA's fixed assets 
was $5.146 billion, an increase of $445 million from June 
30, 1973. A summary of the fiscal yearend balances and 
changes, by major category of fixed assets, follows. 

Balance Increase or 
June 30, 1974 June 30, 1973 decrease (-) 

(000 omitted) 

Completed 
plant, net $3,380,433 $3,221,140 $159,293 

Construction 
in progress 1,631,931 1,381,324 250,607 

Investigations 
for future 
projects 3,819 5,484 -1,665 

Nuclear fuel, 
net 129,943 93,090 36,853 

$5,146,126 $4,701,038 $445,088 
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TVA's power program assets 
the completed plant at June 30, 
accounted for 95 percent of the 

accounted for 83 percent of 
1974, and power facilities 
construction in progress 

and investigations for future projects at that time. 

At yearend, TVA's installed power generating capacity 
was 23.3 million kilowatts, an increase of about 1.4 million 
kilowatts over the previous year's capacity. Most of the 
increase resulted from accepting a second unit at the Cum- 
berland steam plant on November 1, 1973, for commercial 
operation, which provided additional capacity of 1.3 million 
kilowatts. 

To meet the projected growth of power demands, TVA 
plans to more than double its power generating capacity 
over the next 10 years. By 1984, TVA's planned generating 
capacity will be about 47 million kilowatts. Six nuclear 
plants, containing 17 generating units, will provide about 
21.4 million kilowatts of the new capacity. Peaking capac- 
ity-- units normally used only during periods of highest 
power demands-- is scheduled to be boosted by installing 
additional gas turbines and constructing a pumped-storage 
hydroelectric project. 

TVA awarded a contract in May 1974 for a lo-unit, 
678,000 kilowatt gas turbine plant to be erected at the 
Johnsonville steam plant site by the summer of 1975. TVA 
is planning to install 10 additional gas turbine units--6 
more for the Johnsonville site and 4 for a site near the 
Gallatin steam plant-- that will add another 738,000 kilo- 
watts to its generating capacity. 

Five nuclear projects and a pumped-storage project 
under construction or proposed at June 30, 1974, will in- 
crease TVA's generating capacity by 17.8 million kilowatts. 
TVA's estimates of the scheduled dates for commercial oper- 
ation of the 17 units constituting these projects follow. 
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Generating 
Scheduled 

commercial~service dates 
Fiscal 

Nameplate 
capacity 

(kilowatts) 
unit 

number Oriqinal year 1974 

aAug. 1974 
Dec. 1974 
Sept. 1975 

1 
2 
3 

1,152,OOO act . 1970 
1,152,OOO Oct. 1971 
1,152,OOO Oct. 1972 

Browns Ferry 
nuclear plant 

3,456,OOO 

Raccoon Mountain 
pumped-storage 
project 

382,500 Sept. 1974 Dec. 1975 
382,500 Dec. 1974 Feb. 1976 
382,500 Mar. 1975 Apr. 1976 
382,500 June 1975 June 1976 

1 
2 
3 
4 

1,530,000 

1 1,220,580 Oct. 1973 Aug. 1976 
2 1,220,.580 Apr. 1974 Apr. 1977 

Sequoyah nuclear 
plant 

2,441,X60 

1 1,269,900 Oct. 1976 Nov. 1978 
2 1,269,900 Apr. 1977 Aug. 1979 

Watts Bar 
nuclear plant 

2,539,800 

July 1977 Dec. 1979 
Apr. 1978 Sept. 1980 

Hellefonte 
nuclear plant 

1 1,332,OOO 
2 1,332,OOO 

2,664,OOO 

Proposed 
H+ztsville 
nuclear plant ' 

Apr. 1979 Dec. 1980 
Apr. 1980 Dec. 1981 
Oct. 1979 June 1981 
Oct. 1980 June 1982 

1,285,OOO 
1,285,OOO 
1,285,OOO 
1,285,OOO 

5,140,000 

17 - 17,770,960 

aActual. 
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At the close of fiscal year 1974, TVA was evaluating bids 
for four additional nuclear generating units but had not 
selected plant sites. These units are to provide a total 
capacity of 5.2 million kilowatts and were tentatively 
scheduled for operation in the 1982-84 timeframe. 

Unit 1 of the three-unit Browns Ferry nuclear plant, 
near Athens, Alabama, reached loo-percent power level on 
March 24, 1974, and was accepted for commercial operation 
on August 1, 1974. The unit's output of 1.098 million 
kilowatts on March 24 set a world record for a single nuclear 
unit. Construction of the Browns Ferry plant (see photo- 
graph on p. 13) was 94-percent complete at June 30, 1974. 
The Raccoon Mountain, Sequoyah, and Watts Bar projects were 
55-, 65-, and lo-percent complete, respectively, at June 
30, 1974. Construction of the Bellefonte and proposed 
Hartsville projects was scheduled to begin in fiscal year 
1975. 

Commercial operation of unit 1 at Browns Ferry was 
originally scheduled to begin in October 1970, almost 4 
years before commercial operation actually began. Units 
2 and 3, originally scheduled for operation in October 1971 
and October 1972, were not expected to be operational until 
December 1974 and September 1975. Commercial operation 
dates are also being rescheduled for the units at the Sequoyah 
and Watts Bar plants. In fiscal year 1974, estimated com- 
pletion dates of the seven nuclear units under construction 
were extended from 5 to 8 months. Some reasons for the 
construction delays were technical difficulties in meeting 
Atomic Energy Commission1 requirements for environmental 
protection and engineered safeguards, delays in equipment 
deliveries, and modifications in the scope of project features. 

Unit 1 of the Raccoon Mountain pumped-storage project 
is scheduled for commercial operation in December 1975 and 
the other three units are scheduled to follow at %-month 
intervals. When the project is operational, water will be 

1The Atomic Energy Commission was abolished by the Energy 
Reorganization Act-- Public Law 93-438, Oct. 11, 1974--and 
its functions were transferred to the newly created Energy 
Research and Development Administration and Nuclear Regula- 
tory Commission. 
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pumped from the Tennessee River into a mountaintop reservoir 
during offpeak power'periods and released to generate elec- 
tric energy during peak periods. 

For fiscal year 1974, TVA's capital outlay under the 
power program totaled $525 million, most of which was for 
additions to generating capacity. The estimated cost to 
complete the major power projects was $5.9 billion. 

COAL PROCUREMENT 

In fiscal year 1974 TVA's procurement of coal became 
progressively complicated because of decreasing supply and 
increasing demand. TVA was unable to obtain sufficient 
quantities at acceptable prices to offset deficiencies in 
deliveries. As a result, coal inventories at steam plants 
declined sharply and TVA purchased coal at the highest price 
it had ever paid. 

Coal-fired steam plants accounted for about three- 
fourths of TVA‘s electric generating capacity and actual 
power generation; the other one-fourth was comprised of 
hydroelectric, nuclear, 
table below. 

Number 
Plants Units 

Coal-fired 
steam 12 63 

Hydro- 
electric 29 109 

Nuclear (b) (b) 
Gas turbine 2 28 

Total system 

and turbine units, as shown in the 

Installed Generation fiscal 
capacity year 1974 

June 30, 1974 Kilowatt 
hours 

Kilowatts Percent (millions) Percent 

17,749,585 76.1 84,084-l 76.5 

a4,472,645 19.2 a23,536.3 21.4 
(b) (b) 1,947.6 1.8 

1,096,800 4.7 291.7 .3 - 

23,319,030 100.0 109,859.7 100.0 

aIncludes capacity and generation of 20 hydroelectric units 
not owned by TVA. 

b Unit 1 at Browns Ferry produced power when in test operation. 
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In fiscal year 1974 TVA's steam plants burned 37.7 mil- 
lion tons of coal costing about $324 million. By 1980, 
annual coal consumption at the steam plants is expected to 
increase to 46 million tons as the demand for electric 
power increases. TVA's power system will be heavily depend- 
ent on coal well into the future, notwithstanding the planned 
construction of numerous nuclear power units, as discussed 
on page 9. 

TVA made term, spot, and emergency purchases of coal. 
Both term and spot purchases were made under competitive 
bidding procedures; the delivery schedules for term contracts 
were 6 mo_nths or longer and for spot contracts were 4 weeks or 
less. Emergency purchases were made without advertising 
under section 9(b) of the TVA-Act. TVA's operating policy 
provides that, when the coal stockpile-at any one steam plant 
is insufficient for 60 days' continuous operation., an emer- 
gency exists and contracts may be- made by negotiation in lieu 
of advertising. TVA attempts to maintain a 60- to go-day 
reserve stockpile at its steam plants in case of interrup- 
tions in coal production or transportation. On July 1, 1973, 
these reserves totaled approximately 12.5 million tons, or 
about a loo-day supply. 

In August 1973 TVA received 27 proposals in response to 
a solicitation sent to 162 coal suppliers. During October and 
November 1973, TVA awarded contracts to 17 of the 27 bidders; 
negotiated contracts with 3 bidders whose bids were initially 
rejected as nonresponsive; and attempted, unsuccessfully, to 
negotiate contracts with 3 other bidders who had submitted 
nonresponsive bids. The 20 contracts provided for delivery 
of about 86,000 tons of coal weekly, or a total of 18.4 
million tons. However, this was not enough to meet projected 
bur.n requirements and maintain satisfactory coal inventories 
at the steam plants. 

In October 1973 TVA concluded that a seller's market 
was developing because new mine development was lagging 
behind increasing coal demand. TVA pointed out that the 
following matters greatly contributed to the national coal 
shortage: 
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--Production of bituminous coal (the principal type of 
coal burned in TVA power plants) was down 2 percent 
and utilities consumption was up about 10 percent 
from calendar year 1972 levels. 

--Federal and State legislation, primarily governing 
health and safety of miners and reclamation of strip- 
mined lands, reduced coal production. 

--Opening of new mines had been hampered by uncertainty 
regarding Federal and State laws on air pollution and 
fears of more stringent strip-land reclamation 
requirements. 

TVA expected the coal demand to increase further due to 
shortages of competing fuels (oil and natural gas) and the 
failure of nuclear fueled generating capacity to become 
operational as rapidly as anticipated. 

In October 1973 the TVA Board of Directors attempted to 
reverse its dwindling stockpiles by deciding that a state of 
emergency existed and by authorizing coal purchase without 
advertising, pursuant to section 9(b) of the TVA Act. Section 
9(b) requires that all purchases and contracts for supplies 
and service (except personal services) made by TVA shall be 
based on advertising except in certain instances as cited in 
the act, including emergency situations requiring immediate 
supply delivery or service performance. 

On October 12, 1973, TVA issued a request for proposals 
soliciting offers from more than 200 potential suppliers to . 
sell coal to TVA under negotiated term contracts, but the 
response was poor. In December 1973 TVA expanded the 
solicitation to include offers for delivery terms of less 
than 6 months , and the agency continued to make spot purchases 
under advertised awards. However, since TVA W% able to 
purchase only'small tonnages of coal through its advertise- 
ments, it suspended the use of these advertisements in March 
1974 and began to make all spot purchases on the basis of 
negotiation. 

Through June 30, 1974, TVA's negotiation efforts had 
resulted in 16 term contracts (primarily to replace expiring 
contracts) for 6.8 million tons and 17 spot contracts for 
213,353 tons. 
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In its October 1973 issue of requests for proposals, 
TVA indicated its willingness to consider offers containing 
contract provisions that differed from its normal requirements, 
except those provisions required by law or regulations, TVA's 
reclamation provisions, and its coal quality guarantees. 
However, TVA continued to require prospective surface-mined 
coal suppliers to submit reclamation and conservation plans 
for TVA's approval and to include provisions in term contracts 
for the reclamation and conservation of affected lands. 
Contracts of less than 6 months" duration contain technical 
provisions similar to those of term contracts, except a 
mining plan and a reclamation withholding account are not 
required. 

TVA'S coal purchasing problems were increased by poor 
delivery service. During fiscal year 1974, deliveries under 
term coal contracts were about 24 percent short of schedule. 

TVA officials said a shortage of rail cars was a major 
delivery problem. Deficiencies in deliveries were also 
caused by, among other things, compliance with the Federal 
Coal Mine Health and Safety Act of 1969- Because market 
prices for coal exceeded TVA's term contract prices, some con- 
tractors restricted deliveries and other contractors stopped 
deliveries altogether. According to TVA, it initiated legal 
action against five contractors to compel deliveries under 
their contracts. In June 1974, the U.S. District Court 
permanently enjoined one contractor from selling coal to 
other purchasers until it had made deliveries to TVA, as 
required by the contract. In two other cases injunctions to 
the same effect were brought against contractors, another 
case was resolved by agreement between the contracting 
parties, and one case is pending. 

Other reasons for the failure of some contractors to 
fulfill their contracts include: strikes, mine closures, 
shortages of operating supplies and spare parts, equipment 
breakdowns, unrealistic performance estimates, and mine 
safety and reclamation laws. 

In addition, coal suppliers were reluctant to make 
longer term contracts with TVA and the quality of the coal, 
delivered declined. Although TVA often awards coal contracts 
covering periods of 15 years or longer, the average length 
of term contracts negotiated in fiscal year 1974 was about 
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30 months. Because of the lower quality of coal received, 
additional quantities were needed to make up the loss in heat 
content. 

During the year the prices TVA paid for coal rose sharply 
as its coal stockpiles declined. TVA's average cost of coal 
received in fiscal year 1974 was $8.54 a ton, compared 
to $7.44 a ton in fiscal year 1973. In 1974, spot purchases 
resulted in consistently higher prices each month, increasing 
from a low of 33 cents per million Btulsl (average delivered 
price) in July 1973 to a high of 55 cents in March 1974, a 
67-percent increase. Because of its concern about escalating 
prices, in late 1973 and early 1974 TVA rejected nine offers 
from suppliers to sell about 685,000 tons of coal at prices 
the agency considered excessive. 

Under a term contract awarded in June 1974, TVA will pay 
93 cents per million Btu's. This price is 166 percent higher 
than the average cost of 35 cents per million Btu's in 1973 
and was the highest price TVA had paid for coal. In 1974, 
TVA adjusted power rates so that customers' monthly billings 
reflected the effect of increases or decreases in the actual 
cost of fuel burned, as discussed on pages 4 and 5. 

Coal stockpiles at TVA's steam plants decreased from 
about 12.5 million to 8.8 million tons, or about 30 percent, 
during fiscal year 1974. This represented a decline from a 
lOO- to a 69-day supply at the expected burn rate. Although 
TVA attempted to maintain a 60- to a go-day coal supply at 
June 30, 1974, inventories at individual steam plants were 
as low as a 23-day supply at two plants and a 37-day supply at 
a third plant. 

On August 15, 1974, TVA announced that it might require 
electric power curtailments during the 1974-75 winter season-- 
winter is the period of highest power demand in the TVA service 
area--because of its decreasing coal stockpiles and the diffi- 
culty in obtaining additional coal supplies. Moreover, on 
September 24, 1974, TVA requested that its power customers 

1British thermal unit (Btu) is the amount of heat required to 
raise the temperature of 1 pound of water 1 degree Fahrenheit. 
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voluntarily reduce their 
to conserve coal. 

use of electricity by 20 percent 

On August 27, 1974, a Member of Congress asked our 
Office to evaluate TVA"s coal supply situation. In our 
report (B-114850, Nov. 4, 1974) we discussed the reasons for 
the coal shortage, the possible effects of a shortage, 
the plans made and actions taken by TVA, and additional steps 
which TVA and others could take to avoid cutbacks in electric 
service. 

TVA's coal stockpiles declined further with the miners' 
strike from November 12 to December 5, 1974. During this 
period, TVA purchased additional electric energy from other 
utilities, reduced electric service to the Atomic Energy 
Commission, and took other steps to lessen the impact of 
the strike. Nevertheless, TVA's systemwide stockpiles de- 
clined from a 45-day to a 34-day supply during the strike 
period. 

At the end of 1974, TVA's stockpiles contained a 38-day 
supply of coal at the normal burn rate. Consumption of elec- 
tricity had declined 10 percent from a year earlier, 
apparently a result of the cutback of power to the Atomic Energy 
Commission, milder temperatures, and conservation efforts, 

FERTILIZER PROGRAM 

TVA's National Fertilizer Development Center at Muscle 
Shoals, Alabama, administers a nationwide program consisting 
primarily of (1) basic and applied research and development 
and (2) introduction of new and improved fertilizers to the 
farming and fertilizer manufacturing industries. 

Although the program was established to serve domestic 
needs, during the early 1960s TVA shared the results of its 
fertilizer research with foreign countries through the Agency 
for International Development and other international organi- 
zations. This led to TVA's establishing an International , 
Fertilizer Development staff to coordinate international 
activities of the center. In June 1974 TVA reported that 
since its international program began in 1963, more than 
50 teams of scientists have traveled to 30 countries to 
assist in the analysis and development of fertilizer produc- 
tion units or marketing and distribution systems, 
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Developmental production 

Developmental production of new and improved fertilizers 
was carried out at Muscle Shoals on a semicommercial scale 
and was the link between the research and development and the 
farm and industry demonstrations. In 1969, TVA developed a 
plan to restructure its developmental production program 
primarily to reduce costs, improve its basic production 
facilities, and make use of more desirable fertilizer in- 
gredients, 

TVA's planned changes were substitution of commercial 
wet-process phosphoric acid for TVA-produced electric-furnace 
acid as a source of phosphates and a shift from the produc- 
tion of solid nitrates to fertilizers containing urea. 
According to TVA, the new plan will save about $6 million 
in facility expenditures during fiscal years 1972 through 
1976 e Howeverp TVA had not fully carried out the scheduled 
plan because of unsettled fertilizer marketing conditions 
and the lack of sufficient quantities of wet-process phos;- 
phoric acid. 

Shifting the production of basic phosphate raw materials 
and intermediates from TVA to private producers was not 
completed at June 30, 1974, as planned. According to TVA, 
wet-process acid sells at a price below the production cost 
of furnace acid and the margin continues to widen in favor 
of wet-process acid. Using commercial sources would elimi- 
nate TVA's high operating costs for mining, electric-furnace, - -~ 
and acid unit-cperations; avoid large expenditures for main- 
tenance and replacement of basic facilities: and avoid large‘ 
capital outlays for meeting pollution and worker safety 
standards. 

Through June 30, 1974, TVA had been unable to find a 
reliable, economic supply of wet-process acid, and as a 
result the agency expected to continue operating its phos- 
phorus production facilities through December 1976. TVA 
estimated that, during fiscal years 1976 through 1980, its 
annual requirements for wet-process acid (in units of Pz05) 
will be 90,000 tons. TVA had solicited bids for a supply of 
the acid in July 1971, September 1973, and January 1974, In 
response to the July 1971 solicitation, TVA received four 
bids and bought 7,000 tons of wet-process acid. No bids were 
received from the other two solicitations. 
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Book value of the phosphorus facility was $10.2 million 
at June 30, 1974. One of the three furnaces was retired in 
fiscal year 1972 but was later brought back into use, and 
the other furnaces were to be retired by June 30, 1974. 
Because the revived facility will be operating after Alabama's 
air pollution regulations become effective on May 31, 1975, 
TVA spent $296,000 in fiscal year 1974 and has budgeted 
about $1 million for fiscal year 1975 to modify the facility 
to comply with the new regulations. 

Dropping the production of granular nitrate and nitrate- 
phosphate fertilizers will conclude TVA's distributor intro- 
duction program for these materials and processes. TVA 
started making this change in fiscal year 1974 when it 
converted a portion of its facilities from nitrate to urea- 
based production. This change will reduce operating 
expenses; limit the need for investment in new facilities, 
including those for abating nitric acid pollution; and pro- 
vide storage that would otherwise have to be built for 
fertilizers containing urea. TVA's original schedule pro- 
vided that it would discontinue production of nitrate 
materials by June 30, 1973; however,' it delayed closing its 
nitrate production facilities a few months because the 
facilities had not been completely modified for urea-based 
fertilizer production. 

In October 1973 TVA retired two of its three n.itric 
acid units that originally cost $1-5 million but had a net 
book value of about $106,000. In July 1974 TVA had not 
decided on the disposition of the final unit and was study- 
ing methods of operating the nitrate facilities in com- 
pliance with Alabama's air pollution standards. 

OTHER MATTERS 

In a report to the Congress (B-167941, Sept. 20, 1974), 
GAO recommended that, when making benefit-cost analyses for 
Federal water resources projects, TVA and certain other 
agencies and departments should: 

--Revise or develop their detailed procedures for 
making benefit-cost determinations and submit them 
to the Water Resources Council. 
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--Periodically evaluate their detailed procedures to 
recognize changed objectives, needs, and conditions 
and improved methods and procedures. 

--Strengthen their internal management procedures for 
assessing (1) benefit-cost determinations for confor- 
mance to governing principles and standards, (2) 
implementing and detailed procedures, and (3) the 
completeness and adequacy of supporting documentation. 

The recommendations in our report were directed toward 
carrying out the Water Resource Council's new principles 
and standards. TVA said it had no objection to our recom- 
mendations. 
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CHAPTER 3 

SCOPE OF EXAMINATION 

Our examination of TVA's balance sheet as of June 30, 
1974 and 1973, and the related statements of power and non- 
power programs and of changes in financial position for the 
years then ended (exhibits I through IV) was made in accord- 
ance with generally accepted auditing standards and included 
such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 

As provided by section 15d(c) of the TVA Act, TVA em- 
ploys a firm of certified public accountants to audit its 
accounts and financial statements for each fiscal year, to 
facilitate its issuance and sale of revenue bonds. This 
audit does not take the place of the audit required by our 
Office under the Government Corporation Control Act. As a 
part of the examination, we observed and tested the firm's 
audit work, and our satisfaction with its quality and scope 
enabled a substantial reduction in the extent of our own 
examination. 
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CHAPTER 4 

OPINION ON FINANCIAL STATEMENTS 

In our opinion the financial statements (exhibits I 
through IV) present fairly TVA's financial position at 
June 30, 1974 and 1973, and the results of its operations 
and the changes in the financial position of its several 
programs for the years then ended, in conformity with gen- 
erally accepted accounting principles applied on a consist- 
ent basis. 

The supplemental information appearing in schedules A 
to F, inclusive, which has been subjected to audit proce- 
dures applied in the examination of the basic financial 
statements, is, in our opinion, fairly stated in relation 
to the basic financial statements taken as a whole. 
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EXHIBIT I 

TENNESSEE VALLEY AUTHORITY 
(A CORPORATION WHOLLY OWNED BY THE UNITED STATES OF AMERICA) 

BALANCE SHEETS JUNE 30,1974 AND 1973 

PPO'P.TY, PLANT, AND EQUIPMENT, 
sl;*~a;sntially all at original cost 

,^x@eted plant; schedule A 
?ultipurpose dams; note 1 
Single-purpose dams 
Steam production plants 
Other electric plant 
Other plant 

Less accumulated depreciation and 
depletion; note 2 

Completed plant, net 
Construction and investigations in 
progress; schedule B and note 3 

Kuclear fuel 
Less accumulated provision for 
amortization; note 2 

Nuclear fuel, net 

Total property, plant, and 
equipment 

CUXZXC ASSETS 

Cash 
Accounts receivable 

Ihventories, principally at 
average cost 

Total current assets 305,841 275,461 351,663 335,796 

DEZRW CHARGES 
Unamortized debt expense; note 2 
Other 

Total deferred charges 1,443 1,301 1,443 1,301 

Total assets $4808,708 $4,352,789 $5,4gg,232 $5,038,135 

ASSETS 

Power program. All programs 
1974 1973 1974 1973 

(Thousands) 

$ 4;;,;74; $ 489,435 
2,~7:260 1,944,471 65,736 

1,36g,o6o 1,32%837 

4,o61,g3i 3,820,47; 

$3&z 1 242 414 s3gzgs 1 156 187 

1,551,961 1,3l8,645 
U3,345 93,090 

3 402 
---em 93,090 

4,501,424 4,076,027 

82,723 63,356 111,187 110,082 
94,437 71,333 104,358 79,241 

128,681 140,772 336,118 146,473 

891 701 
552 600 

$LO;;,;X& 
2,137:260 

$l,Ol4,358 65,736 
1,9w+71 

1,369,06o 
4,&g 73,541 4,5w,W LX;,@; 9 

3m i 380 806 3m i 288,784 

1,635,750 l,386,808 
l33,345 93,090 

3 402 
--i&m 93,090 

891 701 
552 600 -- 

Dotes 1 through 8 following the exhibits are an integral part of the financial statements. 
*Dedluct 
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EXHIBIT I 

LIABILITIES 

PROPRIETARY CAPITAL 

Appropriation investment; note 4 
Total congressional appropriations 
Transfers of property from other 
Federal'agencies 

$1,383,467 $1,383,332 

Less repayments to General Fund of 
the U.S. Treasury; note 5 

Appropriation investment 

Retained earnings reinvested in the 
power program; exhibit II 

Accumulated net expense of nonpower 
programs; exhibit III 

Total proprietary capital 

LONG-TERM DEBT 

Principal; note 6 

Unamortized discount* and premium, 
net; note 2 

Total long-term debt 

SHORT-TERM NOTES 

U.S. Treasury; note 6 

Other; note 6 

Unamortized discount; note 2 

Total short-term notes 

OTHER CURRENT LIABILITIES 

Accounts payable 

Employees' accrued leave 

Payrolls accrued 

Interest accrued 

Total other current liabilities 

CONTRIBUTIONS IN AID OF CONSTRUCTION; 
exhibit IV 

COMMITMENTS; note 3 

866,418 823,686 

1,88x,666 1,858,476 

2,l.25,000 1,775,ooo 

8,604* 6,551’ 
246,396 1,768,44g 

100,000 100,000 

570,ooo 480,000 

x3,901* 7,130” 

656,099 572,870 

112,295 115,146 

13,431 ~-2,871 
6,738 6,104 

22,083 17,972 

154,547 152,093 

901 

$2,683,500 $2,637,824 

2&iE 2* 

zggt 2* 

866,418 823,686 

624,025* 582,536* 

2,548,3o7 2,521,ool 

2,125,ooo 1,775,ooo 

8,604s 6,551” 

2,=6,396 Lw4449 

100,000 100,000 

570,000 480,000 

u,901* 7,130* 

656,ogg 572,8io 

122,429 25,654 

24,388 23,033 

9,530 8,255 

22,083 17,972 

178,430 174,914 

901 

Total liabilities $‘+,808,7o8 $4,352,789 $5,499,232 $5,o38,s35 

Power program All programs 
1974 1973 1974 1973 

(Thousands) 
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EXHIBIT II 

TENNESSEE VALLEY AUTHORITY 
POWER PROGRAM 

NET INCOME AND RETAINED EARNINGS 

FOR THE YEARS ENDED JUNE 30. 1974 AND 1973 

OPERATlNG REVENUES 
Sales of electric energy 

Municipalities and cooperatives 
Federal agencies 
Industries 
Electric utilities 

Tota,l. outside sales 
Interdivisional 

Total sales of electric energy 
Rents 

Total operating revenues 

OPERATING EXPENSES; schedule C 
Production 
Transmission 
Customer accounts 
Demonstration of power use 
Administrative and general 
Payments in lieu of taxes 
Social security taxes 
Provision for depreciation 

Total operating expenses 
Operating income 

OTHER INCOME AND DEDUCTIONS 
Interest income . 

1974 1973 
kWh Amount kWh Amount 

(Thousands) 

64,182,511 
17,388,w 
23,790,067 

122,191 
105xp~ 

, 
lo6,144,72g 

Allowance for funds used (construction 
and nuclear fuel); note 2 

Other, net 
Total other income and deductions 
Income before interest charges 

INTEREST CHARGES 

85,992 
81* 

-B&i 
289,538 

Interest on long-term debt 
Other interest expense; note 2 
Amortization of long-term debt discount, 

expense, and premium, net; note 2 
Total interest charges 
NET INCOME 

149,178 
33,787 

111,399 
rl,642 

i&2 , id 9 
106,154 106,421 

Payment of return on appropriation investment; 
note 5 63.422 

Increase in retained earnings reinvested 42,732 
Retained earnings reinvested at beginning of period 823,686 

Retained earnings reinvested at end of period $866,418 

$556,166 
121,552 
179,767 

1,166 
858,651 

x&E 

& , 

4g",;s$ 

'494 
1,283 

29,907 
31,U8 

4,611 
083 

%m Y 
204,127 

63,822,ou 

2~1~~~ 
' g&62 

102,891,341 

20,3;9 
74933 0 

408,765 
18,921 

498 
1,272 

27,379 

?pE 
8'468 

37?-@3 J 
171,951 

25 

73,357 
418 

73,800 
245,751 

53,785 
52,636 

771,050 

$823,686 

Notes 1 through 8 following the exhibits are an integral part of the financial statements. 

*Deduct 
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EXHIBIT III 

TENNESSEE VALLEY A.UfHQRlYY 
NONPOWER PROGRAMS 

NET EXPENSE AND ACCUMULATED NET EXPENSE 

FOR THE YEARS ENDED JUNE 30.1974 AND 1973 

1974 1973. 
(Thousands) 

WATER RESOURCES DEVELOPMENT 
Navigation operations 

Studies and investigations 
Operation and maintenance of facilities 

Total expense of navigation operations 

$ 1,047 $ 975 

-J-g -gz 
Flood control operations 

Studies and investigations 
Operation and maintenance of facilities 
Locti flood control improvements 

Total expense of flood control operations 

8% 1,166 
4,194 3,930 

441 7 
5,529 5,103 

Recreation projects 
,Recreation resources development 665 682 
Operation and maintenance of facilities 1,846 18 

Total expense of recreation projects 2,511 -9 2,4 7 
Regional water quality management 
Fisheries and waterfowl resources development 
Preliminary surveys and engineering (including 

$605,000 in 1974, and $2,065,000 in 1973 
related to abandoned projects) 

1,546 1,563 
540 494 

I 

Total expense of water resources development 
863 2,526 

17,223 18,u3 

26,336 26,9= 

FERTILIaR AND MUNITIONS DEVELOPM.ENT 
Developmental production 

Cost of products distributed 
Genera3 expenses 

Loss on retirements of manufacturing plant 
and equipment, net 

Gain on sale of phosphate reserves, net 
Other general expenses 

Total general expenses 
Total production expense 

Less transfers and sales of products 
Transfers to TVA programs, at market prices 

Fertilizer industry demonstrations 
Farm test demonstrations 
Agricultural projects 
Other 

Direct sales 
Total transfers and sales 
Net*expense of developmental production 

Fertilizer introduction 
Fertilizer industry demonstrations 

Fertilizers used 
Educational distribution expense 

Less industry payments for fertilizer 

“%~ 19974.8 
345 

422 169 

22,475 1 19374-8 

*Deduct 
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EXHIBIT III 

TENNESSEE VALLEY AUTHORITY 
NONPOWER PROGRAMS 
NET EXPENSE AND ACCUMULATED NET EXPENSE 

FOR THE YEARS ENDED JUNE 30.1974 AND 1973 

w74 x373 
(Thousands) 

FERTILIZERS AND MUNITIONS DEVELOPMEXI! - continued 
Fertilizer introduction - continued 

Farm test demonstrations outside the Valley 
Fertilizers used 
Planning and supervision 

Less farmer payments for fertilizer 

Net expense of fertilizer introduction 
Research and development 

Net expense of fertilizer and munitions 
development 

GENERAL RESOURCES DEVELOPMENT 
Agricultural projects 

Agricultural resource development 
Fertilizers used 
Planning and supervision 

Less farmer payments for fertilizer 

Development investigations and general expenses 
Net expense of agricultural projects 

Forest and wild land resources development 
Tributary area development 
Interagency health services demonstrations 
Regional development planning 
Townlift community improvement 
Demonstrations in education and manpower development 
Minerals projects 
Environmental quality projects 

Net expense of general resources development 

LAND BETWEEN THE LAKES OPERATIONS 

VALLEYMAPPINGAND REMOTE SENSING 

OTHER EXPENSE, RET 
NET EXPENSE; schedule D 

Accumulated net expense at beginning of period 582,536 

44,400 

538,136 

Accumulated net expense at end of period $624,025 $582,536 

$ 431 
661 

1,092 

-+I$ 
2,619 

5,650 

$ 345 
624 
969 

--% 
2,722 
5,553 

12,819 15,749 

416 
946 yg 

-Tz 
1,610 

1,522 
2,209 

120 
636 
744 

2, 
492 

8,333 

2,498 

482 

134 
41,489 

169 

7% 
’ 90 

988 
7% , 

1,367 
1,755 

914 

;I:; 
274 
430 

7,763 

2,306 

469 

Notes 1 through 8 following the exhibits are an integral part of the financial statements. 
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EXHIBIT IV 

TENNESSEE VALLEY AUTHORITY 
CHANGES IN FINANCIAL POSITION 

FOR THE YEARS ENDED JUNE 30,1974 AND 1973 

SOURCE OF FUNDS 
Program sources 

Net power income; exhibit II 
Add items not requiring funds; note a 

Funds from power operations 
Sale of power facilities 

Funds from power program; note b 

Net expense of nonpower programs; 
exhibit III 

Add items not requiring funds; note a 
Funds used in nonpower operations 

Sale of nonpower facilities 
Funds used in nonpower programs 

Debt sources 
Long-term bonds 

Issues 
Redemptions 

Short-term notes 
Issues 
Redemptions 

Total debt sources 

Other sources 
Congressional appropriations 
Property transfers 
Contributions in aid of construction 

(reclassified in 1974 to property, 
plant, and equipment) 

Total source of funds 

DISPOSITION OF FUNDS 
Expended for plant and equipment, excluding 

allowance for funds used 
Less salvage from plant transfers, and 
depreciation charged to construction and 
clearing accounts 

Payments to U.S. Treasury; note 5 
Return on appropriation investment 
Repayment of appropriation investment 

Unamortized debt discount and expense 
Long-term discount 
Short-term discount . 
Debt expense 

Changes in working capital (increase or 
decrease*) 
Cash 
Accounts receivable 
Inventories 

kss other current liabilities 

*Deduct 

Total disposition of funds 

1,904 
+%!$ 

5 
120,462 123,327 

41&&g* 
8,283 

33,206” 

+-E-$X 

450,000 550,000 450,000 
100,000” 100,000" 

1,375,ooo 1,520,000 1,375,ooo 
i 285 ooo* 
440,000 

iJgs.!g 1 285 ooo* 
, 440,000 

226* 45,676 
212 399 

901” 3 go1* 

$ 560,019 $ 523,316 $ 573,191 

$ 443,745 $ 407,715 $ 474,896 

-&%i 2 282 
405,433 

63,422 53,785 63,422 
20,000 
83,422 -33% 

2,411 
6,771 ?E 2,411 

'261 
6,771 

5 
9,:3: 3,803 

5 
9,z: 

19,367 
23,104 

1,105 
25,n7 

l2,091* 
30,380 

10 355" 

2 454 
--a@ 

27,926' 
3,516 

12,351 

$ 560,ow $ 523,316 $ 573,191 

Power program All programs 
1974 1973 1974 1973 

(Thousands) 

$ 106,421 $ 106,421 

+$%$ 

123,327 

35,722s 

550,000 

1,520,ooo 
1 670 ooo* 
400,000 

64,550 
343 

3 

$ 552,501 

$ 431,436 

53,785 
20,029 
73,814 

1,931 
1,611 

261 
3,803 

23,247 
8,788 

-+E 

-3-g 

$ 552,501 
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EXHIBIT IV 

TENNESSEE VALLEY AUTliORITY 
CHANGES IN FINANCIAL POSITION 

. FOR THE YEARS ENDED JUNE 30, 1974 AND 1973 

NOTES : 

a. Items not requiring funds: 

Power Now owe r 
1974 1973 1974 1973 -- - - 

(Thousands) 

Provisions for depreciation 
Provisions for depletion 

$97,;;; $89,;;; $7,37; $7,600 
10 

Loss or gain* on retirements and 
disposals of property, plant, 
ana equipment, net 581 418* 905 63~ 

Amortization of long-term debt 
discount, premium, and expense; 
and deferred charges : other 466 337 - - 

Allowance for funds used 
(construction and nuclear fuel) 85,99F 73,357* - - 

$12,404 $16,241 $8,283 $7,547 ---- 

b. Net power proceeds (see note 6) may be derived as follows: 

Year ended June 30 
1974 1973 

(!thousands) 

F'unds from power program 
Add back interest charges 

Net power proceeds $303,427 $262,368 - Y 

Notes 1 through 8 following the exhibits are an integral part of the financial statements. 

*Deduct 
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TENNESSEE VALLEY AUTHORITY 
NOTES TO FINANCIAL STATEMENTS 

1. Allocation of cost of multipurpose projects--Section 14 of the TVA Act requires TVA's Board of Directors to allocate 
the cost of completed multipurpose projects, subject to the approval of the President of the United States. The cost of 
facilities installed exclusively for a single purpose is assigned directly to that purpose; the cost of multiple-use 
facilities is allocated among the various purposes served. 

The total investment of $1,015,509,000 in completed multipurpose dams at June 30, 1974, is classified as follows: 

Power 
Navigation 
Flood control 

Recreation 

Investment 
Direct Multiple-use Total 

(Thousands) 

$3G,299 Q-i-I,446 $ 489,745 
151,462 137,151 288,613 

59,656 135,225 194,881 

267 24,428 24,695 
Tributary area 
development 20 17,555 17,575 

$523,704 $491,805 - - ~$V15,509 

2. Summary of significant accounting policies--Power accounts are kept in accordsnce with the uniform system prescribed 
for electric utilities by the Federal Power Commission. 

plent additions and retirements--Additions to plant are recorded at cost, which includes material, labor, overhead, and 
allowance for funds used. The costs of generation including amortization of nuclear fuel, less credit for the fair value of 
enera generated during preliminary operations prior to COt@merCial aCCeptS.tICe , are also included in the recorded cost of 
steam and nuclear generating plants. Except for chemical plant, plant retirements (including original cost and removal cost 
less salvage) are charged against appropriate accumulated depreciation accounts. Because of the experimental nature of 
fertilizer and munitions development, losses on early retirement of chemical plant are included in current year operations. 

Depreciation and depletion--Straight-line depreciation is provided for substantially on a composite basis. Rates of 
depreciation are derived from engineering studies of useful life and are reviewed each year. Depletion of coal land and 
land rights and phosphate land and mineral rights is provided on a unit of production basis. 

Allowance for fnnds used--The practice of capitalizing an allowance for funds used during construction and during the 
fabrication of nuclear fuels is followed in the power program. The rate is established at the beginning of each &month 
period on the basis of the cost of borrowings during the preceding 12 months. 
during 1974 and 6.0 percent and 6.0 percent during 1973. 

Rates used were 6.5 percent and 7.5 percent 

Repairs and maintenance--The cost of current repairs and minor replacements is charged to appropriate operating expense 
and clearing accounts, and the cost of renewals and betterments is capitalized. 

Nuclear fuel'amortisation--The amortization of nuclear fuel is provided on a unit of production basis. Rates are 
established to amortize the costs over the useful life. 

Operating revenues--Revenues from the sale of electric energy include only the amounts billed during the period. 

- Borrowing expenses--Expenses, discounts, and premiums on power borrowings are amortized on a straight-line basis over 
the term of the related securities. Amortization of discount on short-term notes is charged to other interest expense. 

3. Estimates of cost to complete major construction projects, COnrmitments, and rental expenses--The cost to complete the 
major power projects (including nuclear fuel) under construction or authorized for construction at June 30, 1974, is 

estimated to be $5,852,7OO,OOC including commitments of $1,688,600,000 for materials and services contracted for and not 
delivered. The corresponding estimate for multipurpose and nonpower projects is $171,6OO,OOO, including co&tments 

of $5,134,000. 
On June 22, 1972, the TVA Board of Directors approved aUtility COntributiOn Agreement with Breeder Reactor Corporation 

ma I a District of Columbia nonprofit corporation. The agreement obligates TVA to pay to Breeder Reactor Corporation the 
sum Of $21.7 million over a lO-yeaT period With em& aMUd payments beginning December 31, 1972, and ending December 31, 
1981. The payment is on behalf of TVA and its distributors in support of the Nation's first commercial-scale liquid metal 
fast breeder reactor demonstration plant project. At June 30, 1974, the remaining commitment was $16,275,000. 

The total rentals charged to power operating expenses and- other operating clearing accounts for the years ending 
June 30, 1974 and 1973, smounted to approximately $11,931,000 and $11,350,000, respectively. At June 30, 1974, the aggre- 
gate minimum gross rental commitments of TVA under all noncancelable leases for the periods shown are as follows: 

Year AnDunt 

(Thousands) 

1975 $9,826 
1976 9,270 
1977 8,696 

1978 1979 g,'i 2 

Years 

1980-84 
1985-89 
1990-94 
Thereafter 

Amount 

(Thousands) 

$38,148 
5,;;; 
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TENNESSEE VALLEY AUTHORITY 
NOTES-CONTINUED 

Minimum gross rental commitments include rentals paid under agreements with the City of Memphis, Tennessee, which 
provide that (1) TVA sells to the City all the power and energy requirements of its electric distribution system, and 
(2) the City leases to TVAathe Thomas H. Allen steam-electric generating plant with an installed capacity of g$N,OOG 
kilowatts. Each agreement is for a term of 20 years, beginning January 1, 1965. The lease agreement provides for snnual 
rental payments of $6,gOO,OOo and grants TVA an option to buy the plant for $2,000,000 at the end of the lease term. 

4. Appropriation investment--Changes in appropriation investment during the years ended June 30, 1974 end 1973, were as 
follows: 

Power program All programs 
1974 1973 WI4 1973 

Congressional appropriations 
Transfers of property from 

other Federal agencies 

Less repayments to General 
Fund of the U.S. Treasury 

Increase or decrease* for 
the period 

Balance, beginning of period 

Balance, end of period 

(Thousands) 

$ 135 $ 226* $ 45,676 $ 64,550 

--@**76$7& 

20,000 20,000 20,012 20,029 - - - - 

19,542x 20,014" 26,063 44,864 

1,034,790 1,054,804 2,279,8% 2,234,q87 - - - - 

$1,015,248 - $1,034,790 $2,x%914 $2,2-m&1 

*Deduct 

An additional appropriation of $77,4OO,OOO as of July 1, 1974, is pending action in the Congress. 

5. payments to the U.S. Treasury--Section 15d of the TVA Act requires the payment from net power proceeds of a return 
on the net appropriation inVeStDent in power facilities Plus repayments of such investment, begianing with fiscal year 
1961. The amount of return payable during each year is based on the appropriation investment as of the beginning of 
that year snd the computed average interest rate payable by the U.S. Treasury on its total marketable public obligations 
as of the same date. The repayment schedule calls for payment of not less than $10 million for each of the first five 
years (1961-1965); $15 million for each of the next five years (1966-190) 
until a total of $1 billion shall have been repaid. 

2 and $20 million for each year thereafter 
The payments required by Section 15d may be deferred under certain 

circumstances for not more than two years. 

Required payments have been made as follows: 

Return Repayment Total 

(Thousands)' 

Total to June 30, 1973 

Year ended June 30, 1974 
$6~88 $185,000 $W,W 

63,‘+= 20,OOG 83,422 

$686,410 
- $205,ooO - $891,410 - 

For 1975 the required payments will be $71,372,0oo as a return on the appropriation investment at the computed average 
interest rate of 7.030 percent and $20,000,000 as a repayment, a total of $91,372,000. 

In addition to the psyments from net power proceeds, $l2,ooO of nonpower proceeds was paid to the U.S. Treasury in 1974 
under the provisions of Section 26 of the TVA Act. This brought the total payments from nonpower proceeds to $41,626,000. 

Prior to 1961, under then existing legislation, TVA paid to the Treasury $185,05g,C00 of power proceeds. In addition 
to the repayments indicated in Exhibit I, $65,072,~~~ of bonds sold to the Treasury and Reconstruction Finance Corporation 
in fiscal years 1939-1941 have been fully repaid from power proceeds. Section 26 of the TVA Act provides for annual 
payments to the Treasury of any power or nonpower proceeds not needed for the operation of dams and reservoirs, the conduct 
of the power program, and the manufacture and distribution of fertilizers. 



TENNESSEE VALLEY AUTHORITY 
NOTES-CONTINUED 

6. Borrowing authority--Section 15d of the TVA Act authorizes TVA to iSSUe bonds, notes, end other evidences of indebt- 
edness up to a total of $5 billion outstanding at any one time to assist in financing its power program. Debt service 
on these obligations, whiCh is payable solely from TVA's net power proceeds, has precedence over the payments to the 
U.S. Treasury described in note 5. Issues outstanding on June 30, 1974, consist of the following: 

Long-term debt 
4.w 1960 Series A, due 
4-#3'$ 1961 Series A, due 
4-1125 1962 Series A, due 
5.7& 1967 Series A, due 
6--3/w 1967 Series B, due 
&l/4$ 1969 Series B, due 
95 19'70 Series A, due 
p1/4$ 1970 Series B, due 
%3/4$ 19'70 Series C, due 
7-l/4$ 1971 Series A, due 
yC$ 191 Series B, due 

1572 Series A, due 
7.3% 1972 Series B, due 
7.p$ 1972 Series C, due 

November 15, 1985 
July 1, 1986 
February 1, 1987 
May 15, 1992 
November 1, 19%' 
October 15, 194 
March 15, 1995 
June 15, 1995 
June 15, 1975 (To be refinanced) 
July 1, 1976 
October 1, 1.996 
January 1, 1997 
May 1, 1997 
July 1, 1997 

1972 Series D, due October 1, 1997 
1973 Series A, due January 1, 1998 
lpi'3 Series B, due April 1, 1998 
1973 Series C, due July 1, 1998 
1973 Series II, due October 1, 1998 

b.OF$ 1974 Series A, due January 1, 19% 
8.10$ 1974 Series B, due April 1, 197'9 

Total long-term debt 

Short-term notes 
U.S. Treasury 
Other 

Total short-term notes 

(Thousands) 

$ 50,000 
5O,(xQ 
45,000 

2% 
100:ooO 
100,000 

50,WO 
50,000 

100,OCC 
lW,WO 
150,ooo 
150,000 
150,000 
150,000 
100,OCo 
150,000 
150,000 
lOC,CCO 
100,000 
100,000 

2J25,OOO 

lCC,CQO 
570,000 
670,000 

$;,795,oe 

The Federal Financing Bank Act enacted on December 29, 1973, permits designated Federal. agencies, including TVA, to 
borrow directly from the Federal Financing Bank in order to reduce the cost of Federal borrowings. On July lJ., 1974, 
the TVA Board of Directors approved issuance of short-term notes payable to the Federal Financing Bank, not to exceed 
$350 million outstanding at eny one time. 

j'. Retirement plan--TVA has a contributory retirement plan which covers substantially all of its salaried employees. The 
cost of currently accruing benefits is funded currently, and the unfunded prior service Cost is being amortized and funded 
over a period of 32 years from July 1, 1973. Certain actuarial assumptions used in determining 1974 cost were changed 
upon recommendation by the actuary; the net effect of the changes reduced the 19‘74 cost by $2.2 million. The cost of the 
plg~ to TVA for the years ended June 30, 19'74 and 1973, was $18,104,000 and $18,683,0DC, respectively. 

8. Litigation--On July 5, 1972, the Environmental Defense Fund end other plaintiffs filed suit to enjoin TVA from con- 
structing the Duck River project, consisting of the Normandy and Columbia Dams, on various grounds, including alleged 
failure to comply with the National Environmental Policy Act (EEPA) by, among other things, filing an inadequate ehviron- 
mental impact statement for the project. Following a trial on the EEPA issues, ell other issues having been decided in 
TVA's favor by an earlier court order, the District Court found on March 7, 1974, that the environmental impact statement 
was deficient in four areas and thereafter enjoined construction of the project effective midnight, March 30, 1974. On 
TVA's motions the District Court subsequently stayed the injunction through June 29, 1974, to enable work on the project 
to continue while TVA complied with the law. During the period the injunction has been stayed, TVA has prepared and 
circulated a draft supplement to the environmental impact statement addressing the deficiencies found by the court in 
its March 7 memorandum. TVA filed a final supplement with the Council on EnvIronmental Quality on June 18, 1974. On 
June 14, 1974, plaintiffs filed a notice of appeal to the United States Court of Appeals for the Sixth Circuit from the 
District Court's order stsying the injunction through June 29. OnTVA's motion the District Court on July 1, 1974, further 
stayed the injunction pending appeal and any action for certiorari thereon end until further order of the court. On 
July 29, 1974, the Court of Appeals denied appellants' motion for an injunction pending appeal and on its own motion 
dismissed the appeal as moot. Counsel for TVA believe that the revised environmental impact statement complies with 
the National Environmental Policy Act. 

On October 25, 1972, the Natural Resources Defense Council and five other plaintiffs filed suit in the District Court 
to enjoin TVA from accepting coal under four specified contracts' and from entering into any future contracts calling for 
the purchase of strip-mined coal. Plaintiffs alleged that TVA is violating the National Environmental policy Act by not 
requiring separate environmental statements for each contract and that the overall environmental statement filed by TVA 
on its aolicies concernina its coal orocurement oroarsm was inadequate. It. was. and is. the view of counsel for TVA that 
the en&onmental statement complies with the N&&al Environme&l Policy Act. On August 13, 1973, the District Court 
entered a judgment dismiss3ng the action. The court held, among other things, that TVA is not required to file a separate 
environmental statement for each contract and that TVA's coal policy environmental statement is adequate compliance with 
the National Environmental Policy Act. The plaintiffs appealed the District Court's decision and the case was argued 
orally before the Sixth Circuit Court of Appeals on June 10, 1974. No opinion has been rendered by the Court of Appeals. 
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SCHEDULE A 

TENNESSEE VALLEY AUTHORITY 
COMPLETED PLANT 

JUNE 30. 1974 

Power 
Multipurpose dams 

System allocation, 
Project allocations 

Single-purpose dams 
Steam.production plants 
Other electric plant 

Total power 

Navigation 
Multipurpose dams 

System allocation 
Project allocations 

Single-purpose navigation 
plant 

Total navigation 

Assets 

$ 43g,g2,6& 

65;86g& 
2,137,259,572 
1,36g,o6o,m 
W&934,189 

2pgJQ; 
I , 

i’,oW39 
295,676,m 

Flood control 
Multipurpose dams 

System allocation 
Project allocations 

Single-purpose flood control 
plant 

Total flood control 

l&317,242 
l4,563,868 

1,186,881 
89,297 

35ap; 
9 

2,191,278 13,537 119,670 
w,m,388 1,289,m 36,565,423 

Tributary area development 
Multipurpose dam's 

Project allocations l7,575,405 
Recreation and conservation education 

Multipurpose dsms 
Project allocations 24,6g4,528 

Land Between The Lakes 4g,o62,6g4 
Other recreation plant l&34,791 

Total recreation and 
conservation education i'W92,ou 

Chemical 68,278,341 
General k&o,J+go 

Total $4,761,238,981 
Total compleied plant 

Multipurpose ams 
System allocation $ 839,055,747 
Project allocations 

i$igE% 
Single-purpose aas 65:86&u 
Steam production plants 2,137,259,572 
Other electric plant 1,36g,o60,=0 
Other plant l73,540,833 

Total $4,761,238,981 

Depreciation and depletion 
Provision Accumulated 

year ended balance 
June 30, 1974 June 30, 197% 

$ 5,8g,gg $ 1619066,498 

88oi587 
6,861,28g 

58,1i'6,949 
25,423,737 

699@2,539 
33,125,202 349259,790 
98,872,502 l,242,413,853 

wg3g 50,139,638 
, 4252,779 

2,762,@9 54,392,417 

99,366 466,842 

127,279 
413,268 

296,302 
2,4lL9@ 

29,571 84,886 

570~8 2,793,u6 
2,427,604 23,734,784 
2,3b,523 20,439,687 

$x18,362,527 $1,380,806,142 

$ ‘$,;$9>;;; 
9 , 

259,529,lOl 
25,423,737 

58,176,949 699,802,539 
33J-252202 349259,790 

5,224,503 '+6,79o,m 
$108,362,527 $l,380,806,142 
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SCHEDULE B 

TENNESSEE VALLEY AUPH0WI-W 
CONSTRUCTION AND INUESTIGATIONS IN PROGRESS 
JUNE 30, 1974 

i 

Power program All programs 
Construction in progress' 

Generating facilities 
Browns Ferry Nuclear Plant 
Sequoyah Nuclear Plant 
Watts Bar Nuclear Plant 
Proposed Bellefonte Nuclear Plant 
Proposed Hartsville Nuclear Plant 
Cumberland Steam Plant 
Johnsonville gas turbine units l-10 
Raccoon Mountain pumped storage project 

Total generating facilities 

$ 693,867,435 
422,457,822 
u7,042,975 

36317,171 
CiW, 543 
2,9i;m& 

. 

$ @3,867&m 
422,457,822 
137,042,975 

36,317,171 
6,iW,!W 

Transmission lines, substations, and other 
additions to power facilities u8,g41,864 u8,g41,864 

384,247 

531,347 

Navigation facilities 

Flood. control facilities 

Multipurpose facilities 
Tellico Dam and Reservoir 
Columbia Dam and Reservoir 
Normandy Dam and Reservoir 
Bear Creek water control system 
Other 

Total multipurpose facilities 

'+&,056,575 
4,133,321 

18,518,665 
9,;;y; 

3 
7x591,563 

Chemical plant 2,307,305 

Recreation and conservation education facilities 
Land Between The Iakes 
Other recreation facilities 

Total recreation and conservation 
education facilities 5,ll2,122. 

General plant 
General construction equipment and materials 
Other additions to general plant 

Total general plant 
387; 730 
387,730 

Total construction in progress 1,548,8&053 

892961 
979,750 

1,872,4u 

1,631,931,399 

Investigations for future projects 
Power facilities 
Navigation facilities 
Flood control facilities 
Multipurpose facilities 

3,149,632 ?d-+9,632 
117,903 
528,823 

22,313 

3,818,671 Total investigations for future projects 
Total construction and investigations in 
progress 

3,1’+9,632 

$1,635,750,070 
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SCHEDULE C 

TENNESSEE VALLEY AUTHORITY 
DETAILS OF POWER EXPENSE 
FOR THE YEAR ENDED JUNE 30.1974 

SWY 
Product IOIl 

Multipurpose dams 
Direct 
Multiple-use; schedule E 

Slngie-purpose dams 
Cumberland Basin projects; note a 
stem plants 
Gas turbine plants 

Total generation 
Purchased power 
Interchange power received 
Interchange power delivered 
System control and load dispatching 
Other 

Total production 
Transmission 
Customer accounts 
Demonstratlo" of power use 
Pawents in lieu of taxes; note b 
Social security taxes 
Administrative and general 

Direct 
Multiple-use 

Total operating expense 

SYSTR.! STATISTICS 
Generation 

Multipurpose dams 
Direct 
Multiple-use; schedule E 

Total multi?xwxxe dams 
Single-purpose d-&s- 
Cumberland Basin proJects; note a 
Alcoa dams; note c 

Total hydro generation 
steam plants 
Gas turbine plants 

Total commercial generation; note d 
Purchased power 
Interchange power received 
System control and load dispatching 
Other; note e 

Totdl system input 
Delivered under Alcoa agreement 
Interchange power delivered 

Net energy supply 
Shop and internal uses 
Transmission and transformation losses 

Total kWh sales and production expense 

Total 

$ 11,8e4,404 
4@9,977 
23893,439 

11,941,195 
476,263,‘lob 

7 Pl8 500 
5Tshizi 

15,395,808 
18,666,332 
16,925,513* 

L52:>;;; 
99, 

5zz.542 610 
47,559:538 

494,198 
1,282,503 

31,118,477 
4,610,673 

Provision 
for 

"epreciatio" 

$ 5,463,2& 
1,226,4& 

880,587 

25,761 

& 
26,712,&96 

1,383&2 

$97,082,968 

3,663,4'15 
2.0l2.t52 

11;941,13> 
41C,Gb6,757 

>,?05,351 
44'/,jjO,772 

15,39>,&-8 
lfi,866,33? 
1b,y25,:13* 

1,494,658 
7,594.14j 

4;4 156 4GO 
2G:t46:642 

494.19i 
1,2&',5C3 

31,118,4?7 
4,61o,673 

29,775,3’~6 29,772,9:4 
131,340 131,940 

$5&,41b,lt9 $4192713,238 

Operation 

$ j,W,379 
2,74S,F97 

319,781 

jbj,616,896 
4,7b7,>60 

375,636,5U 

Y/5,636,513 
12,395,150 

494.198 
1,2p2,5C3 

Maintenance 

$ 2,854,743 
917,598 

1.(93,071 

54&t;>;"; 
9 

w.w,ob4 

A 
5v,-m,c64 

?,451,4P 

2,422 

$6F,?o6,97r 

Other 

$ - 

11,941,1$ 

11,941,195 
15,395,8@ 
18,666,332 
16,%'5,513* 

1,494,t5e 

ti$%$2 

j1,11?,477 
4,610,673 

Prcduction expense InstallL~i SaLlo Cl‘ average 
km generated includlnr! depresiatio" capacity at gross generation 

Less station use Per +wh June jr. 1974 to installed 
(thousends) Tc,tal (ml?ls) (filloaatts) cspacity (perLent) 

15,976,131 

15,976,131 
1,5o9,166 
3,643,04c 
2 408 030 

23,536,367 
83,437,815 

291,658 

lOpp& 

f.520:668 

iip$$ 
* 

E:408:17yx 
109,1~9,599 

5,417' 

$ ll,ZE4,&4 ,744 
4,: ?,9.9; 7 . >. 6 

16,774.$1 l.?,C 
2.:-3.43j 1.<)17 

11,941,lill) ,..:I,: 

2,y.z .4jr, 61.ai9 

Notes: 
a. TVA purchases substantiall.y all of the output of eight hydro plants in the Cumlerlhnd River tizsi". I" a.c~rla"ze -81th memoren~lums 

of understanding with the Corps of Engineers, Department of the Army, the Cumberlan~I Basin pro!e;ts are cpelated for optimum 
production of power in conjunction with WA's power system, subJect to flood ~n:rol. navi;:ation, and other Lporating requirements 
of the Army. 

b. Payments made to states and counties in which power operations are carried OUL. The ?RSK mount is 5 pewen+ rf &+oss revenues 
from the sale of power to other than Federal agencies during the precediw year, with the provljion of mInimum payments under 
certain circdmstances. 

c. Operation of twelve hydra plants of the Alurmnun; Company of America 1s coordinated with the cperatlon ci TVA's pober plants uncer 
en arrangement whereby the storage ad release of water from the Alcoa plants are ,-arriea out ty the ~ompvly under TVA's <Ire.-iicn. 

d . Installed capacity increased 1,426,550 kilowatts during fiscal year 1974. AJ'ulxns Lc.nsisted of the sexna L.!r<.<("'-kilcwatt 
generating unit at the Cumberland Steam Plant, 100,000 kilowatts in threr lnith iit the new Cerdell 111111 Gem in the !hrierian.i 
Basin, and 26,550 kilowatts from modifications to two generators. 

e. "km generated" Included 2,593,889,000 kwh generated during test runs of the sc.cnd renerstiQ< unit at the Cumberland Steam Plant 
and of the first unit at the Browns Ferry Nuclear Plant. The expenses of the generation, less crellt for tne fair value of enerq 
delIvered to the TVA power system, were charged to construction. 

. 



SCHEDULE D 

TENNESSEE VALLEY AUTHORITY 
DETAILS OF NONPOWER NET EXPENSE 
FOR THE YEAR ENDED JUNE 30.1974 

Multiple-use 
Direct (schedule E) Total 

WATER RESOURCES DEVELOPMENT 
Navigation operations 

Studies and investigations 
Navigation engineering and investigations 
Administrative and general expenses; schedule F 

Operation and maintenance of facilities 
Operation 
Maintenance 
Administrative and general expenses 
Provision for depreciation 

Total expense of navigation operations 

Flood control operations 
Studies and investigations 

System studies and investigations 
Local flood studies and cooperation with other 

agencies 
Administrative and general expenses; schedule F 

Operation and maintenance of facilities 
Operation 
Maintenance 
Administrative and general expenses 
Provision for depreciation 

Local flood control improvements 

Total expense of flood control operations 

Recreation projects 
Recreation resources development 
Administrative and general expenses; schedule F 

Operation and maintenance of facilities 
Operation 
Maintenance 
Administrative end general expenses 
Provision for depreciation 

Total expense of recreation projects 

Regional water quality management 
Regional water quality management 
Provision for depreciation 
Administrative and general expenses; schedule F 

Total expense of regional water quality 
management 

Fisheries and waterfowl resources development 
Fisheries resource assessment 
Fisheries resource management and use 
Waterfowl management and use 
Provision for depreciation 
Administrative and general expenses; schedule F 

Total expense of fisheries and. waterfowl 
resources development 

a 998,549 $ - 
48 626 

mRk5 
- 

$ 9;p5-2 

- 1cm-k 

$ 355,577 $ - 

510,m - 
28,366 

894,111 s 

130,479 
21z2z~: 

2,142,Oll 
. 662,493 

$1,826,aO3 $3,702,238 5,529,041 

$ 612,353 $ - 

-TE% 

612,353 

: 4$gz 

37,91; 13566,047 5,330 1,5;;,;;; 

79,964 i&%4 
120,603 156,850 

1,-f-71,944 1,846,104 

$1,771,944 2,511,136 

1,461,201 
37,868 
47,276 

19546,345 

169,670 
193,322 
138,163 

11,541 
27,015 : 

539,711 

l 
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SCHEDULE D 

TENNESSEE VALLEY AUTHORITY 
DETAILS OF NONPOWER NET EXPENSE 
FOR THE YEAR ENDED JUNE 30,1974 

WATER RESOURCES DEVELOPMENT - continued 
Preliminary surveys and engineering 

Preliminary surveys and engineering (including $605,391 
related to abandoned projects) 

Administrative and general expenses; schedule F 

Total expense of preliminary surveys and engineering 

Total expense of water resources development 

FRRTILIZER AND MUNITIONS DEVRLOPMSNT 
Developmental production 

Cost of products distributed; note a 
Materials used 
Direct manufacturing and shipping expense 
Indirect manufacturing and shipping expense 
Provisions for depreciation and depletion 
Recoveries from byproducts and in-process materials 
In-process inventory changes 
Finished inventory changes 
Exchange products shipped 

Total cost of products distributed 
General expenses 

Loss on retirements of manufacturing plant and equipment, net 
Gain on sale of phosphate reserves, net 
Other general expenses 

Administrative and general; schedule F 
Shipping order and field inventory expense 
Provision for depreciation of idle manufacturing plant 

and equipment 
Other, including depreciation of $2,565" 

Total general expenses 
Total production expense 

Less transfers and sales of products 
Transfers to TVA programs, at market prices 

Fertilizer industry demonstrations 
Farm test demonstrations 
Agricultural projects 
Other 

Total transfers 
Direct sales 

Total transfers and sales 

Net expense of developmental production 

Fertilizer introduction 
Fertilizer industry demonstrations 

Fertilizers used 
Educational distribution expense 
Administrative and general expenses; schedule F 

Less industry payments for fertilizer; note b 

Farm test.demonstrations outside the Valley 
Fertilizers used 
Planning and supervision 
Administrative and general expenses; schedule F 

Less farmer payments for fertilizer 

$ 848,302 
14,858 

863,160 

$17,222,988 

$ 73083,339 
15,892,906 
2,605&w 
2&01,608 

“z,“%$ J 
1,x5,748* 

iii5sEs 

1,003,828 
g8,42o* 

$ 524,711 
246&l 

83,346 
308,008 

22,475,393 
430,942 
421,853 

a 
431’141 

23, 
W+9,683 

22,475,393 
I,33394 

59,350 1 392 374 
st-mtm 

?$%f-i3 

430,942 
635,423 
25,628 661,051 

1,091,993 
--3&B 283 410 

Net expense of fertilizer introduction 2,619,063 
*Deduct 
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SCHEDULE D 
-- - 

TENNESSEE VALLEY AUTHORITY 
DETAILS OF NONPOWER NET EXPENSE 
FOR THE YEAR ENDED JUNE 30,1974 

FERTILIZER AND WNITIONS DEVELOPMENT - continued 
Research and development ’ 

Research and development of products and processes 
Applied research 
Process engineering 
General expenses 

Research and development of processes for recovery of sulfur 
Basic chemical and agronomic research 
Provision for depreciation 
Administrative and general expenses; schedule F 

Total expense of research and development 

$ 1 ?g% 

'696'358 
2,815,523 

187,662 
2,322,056 

97,993 
226,611 

5,6’+9,@+8 

Net expense of fertilizer and munitions development $12,818,594 

GENERAL RESOURCES DEVELOPMENT 
Agricultural projects 

Valley agricultural resources development 
Fertilizers used 
Planning and supervision 

Less farmer payments for fertilizer 

$ 78,545 
?3,460 
91,214 

$ 415,909 

* 

1,005:596 
Special agricultural investigations and technical assistance 
Agribusiness development 
Program planning and analysis 
High-income agricultural enterprises, including fertilizers 

used of $5,944 
Studies of agricultural uses of heated water 
Economic evaluation of livestock waste disposal systems 
Tennessee Valley rUi-al life COnfWenCeS 

Administrative and general expenses; schedule F 

81,776 

Net expense of agricultural projects 

133,223 
19,728 

:x:: A 603,831 

1,609,427 

Forest and wild land resources development 
Forest industry development 
Forest and wildlife management and wildlife use 
Forest and wild land’ investigations 
Improvement and establishment of wild land vegetation 
Strip mine reclamation 
Provision for depreciation 
Administrative and general expenses; schedule F 

254,545 
414,733 
313,454 
3b,197 
116,399 

12,370 
70,238 

Total expense of forest and wild land resources 
development 1,521,?36 

Tributary area development 
Basic investigations 
Development assistance in specific tributary areas 
Administrative and general expenses; schedule F 
Multiple-use operating expenses; schedule E 

Operation and maintenance 
Provision for depreciation, including $194 direct 
Administrative and general expenses 

Total expense of tributary area development 

369,602 
1,505,646 

116,163 

114,760 

'?% A 218,124 

2,209,535 

Interagency health services demonstrations 
Interagency health services demonstrations 
Administrative and general expenses; schedule F 

Total interagency health services demonstrations 

Regional development planning 
Regional development planning 
Administrative and general expenses; schedule F 

Total expense of regional development planning 
, 

39 

115,520 
4,052 

119,572 

636.267 



SCHEDULE D 

TENNESSEE VALLEY AUTHORITY 
DETAILS OF NONPOWER NET EXPENSE 

FOR THEYEAR ENOED JUNE 30,1974 

GENERAL RESOURCES DEVELOPMENT - continued 
Tounlift community improvement 

.Townlift community improvement 
Administrative and general expenses; schedule F 

Total expense of townlift community improvement 

Demonstrations in education and manpower development 
Demonstrations in education and manpower development 
Administrative and general expenses; schedule F 

Total expense of demonstrations in education and 
manpower development 

Minerals projects 
Mineral resources investigations 
Administrative and general expenses; schedule F 

Total expense of minerals projects 

Environmental quality projects 
Regional air quality management 
Research on disposal of solid wastes 
Administrative and general expenses; schedule F 

Total expense of environmental quality projects 

Net expense of general resources development 

LAND BETWEEN THE LAKES OPERATIONS 
Land Between The Lakes operations 
Provision for depreciation 
Administrative and general expenses; schedule F 

Total expense of Land Betweeh The Lakes operations 

VALLEY MAPPING AND REMOTE SENSING 
Valley mapping and remote sensing 
Provision for depreciation 
Administrative and general expenses; schedule F 

$ 451,883 
13,793 
16,030 

Total expense of valley mapping and remote sensing $ 481,706 

. OTHER EXPENSE OR INCOME* 
Emergency preparedness 
Maintenance of bridges financed by others on TVA dams 
Interest income from receivables 

$ 8,254 
153,588 

Other expense, net. 

NET EXPENSE 

27;272* 

$ 134,570 

$41,489,379 

$ 713,108 
31,067 

744,175 

667,475 
63,'+85 

730,96o 

259,536 
9.455 

268,991 

125,617 
343,605 
22,963 

492,185 

$ 8,333,048 

Notes: 

a. In the discharge of its obligations under Section 5 of the TVA Act, TVA operates plants for the manufacture 
of products for agricultural and military purposes; conducts research and pilot plant development of 
new or improved processes for the production of new or existing fertilizers and munitions; and tests the 
fertilizers produced and demonstrates their effectiveness. 
basis, 

Production is carried out on an experimental 
and costs are consequently affected by the developmental nature of the manufacturing operations. 

Research on products and processes is not scaled to TVA's production operations. Its scope is determined 
by opportunities to render service in the public interest; 
through technical publications, answers to correspondence, 

findings are made available to the public 

the laboratories and plants. 
and discussions with technical visitors to 

For these reasons, the cost of such research is accounted for under a 
separate program rather than as a part of production operations. 

b. Sales of fertilizer materials are not on a commercial basis, but are made to organizations collaborating 
in an educational program aimed at improving the manufacture, distribution, and use of fertilizers. 
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SCHEDULE E 

TENNESSEE VALLEY AUTHORITY 
OPERATING EXPENSESOF MULTIPLE-USE FACILITIES 

FOR THE YEAR ENDED JUNE 30,1974 

Expenses 

Operation 

Water dispatching 

Water control investigations 

Investigations and control of reservoir ecology 

Plant protection and services to visitors 

Operation and upkeep of dam reservations 

Reservoir land management 

Development of water resource'management methods 

Other expense 

Total operation 

Administrative and general expenses; schedule F 

Maintenance 

Provision for depreciation 

Total $14,o4o,6g2 

$ 1,373,019 

1-79 9260 

l&338,287 

l&8,331 

l,ag,688 

l,g66,562 

269,866 

325,086 

8,loww 

w&g 

2,227,755 

3,3l3,019 

Distributed to 

Power operations 

Navigation 
operations 

Flood control 
operations 

Recreation projects 

Tributary area 
development 

2,011,532 

1,566,047 

105,288 

Total @,loo,wg 

Administrative 
Operation and general Maintenance Depreciation Total 

1,671,335 

$131,9l@ 

83,962 

99,955 

79,964 

3,998 

$399,819 

41 

$ gum8 $3-,?26,lcs2 $ 5,oa,g17 

632,862 938,504 3,326,663 

662,493 928,258 3,702,238 

5,330 ~0,603 19771,944 

9,472 99,172 217,930 

$2,227,755 $3,3U ,019 $14,040,6g2 



SCHEDULE F 

TENNESSEE VALLEY AUTHORITY 
ADMINISTRATIVE AND GENERAL EXPENSES 
FOR THE YEAR ENDED JUNE 30,1974 

Expenses 
Board of directors 
Office of the general manager 
Planning and budget staffs 
Washington office 
Information office, including technical library service 
Equal employment opportunity staff 
Division of personnel 
Division of finance 
Division of law 
Division of property and supply 
Medical and safety services 
Other administrative and general 

Total $u,684,372 

Distributed to 
Construction 
Recovered through services billed to others at cost 
Expense of programs 

Power 
Water resources development 

Navigation 
Flood control 
Regional water quality management 
Fisheries and waterfowl resources development 
Preliminary surveys and engineering 
Recreation projects 

Multiple-use operations 
Fertilizer and munitions development 

Developmental production 
Fertilizer industry demonstrations 
Farm test demonstrations 
Research and development 

General resources development 
Agricultural projects 
Forest and wild land resources development 
Tributary area development 
Interagency health services demonstrations 
Regional development planning 
Townlift community improvement 
Demonstrations in education and manpower development 
Minerals projects 
Environmental quality projects 

Land Between The Lakes operations 
Valley mapping and remote sensing 

Total . $l3,684,372 

AmoLult 

$ ;;;,;g 

368Zy65 
107,297 

19179,932 
403,205 

2,832,997 
3,503,664 
1,698,702 
1,228,535 
1,555,430 

219,660 

5,762,785 42.11 

48,626 
28,366 
47,276 
27,015 
14,858 
52,679 

399,819 

.36 

.21 

.35 
-20 
.ll 
.38 

2.92 

524,711 
59,350 
25,628 

226,611 

“:E 
.l$ 

1.66 

56,652 .41 
70,238 -51 

116,163 -85 
4,052 .03 

36,470 027 
31,067 23 
63,485 .46 
9,455 007 

22,963 .17 
68,888 -50 
16,030 .ll 

Percent 
of total 

42.27 
1.37 

100.00 
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