
We have examined the Statement 0-F Assets and Liabilities of the 
Southeastern Federal Power Program (see note 1 to the financial state- 
ments) as of June 30, 1974, and the related Statements of Revenues and 
Expenses and of Changes in Financial Position for fiscal year 1974. 
We made our examination in accordance with generally accepted auditing 
standards and included tests of the accounting records of the Corps of 
Engineers and the Southeastern Power Administration and such other 
auditzIng procedures as we considered necessary in the circumstances. 
We did not confirm accounts receivable; however, we did satisfy our- 
selves as to the fairness of accounts receivable at June 30, 7974, by 
other wditing procedures. 

The accompanying financial statements were prepared on an accrued 
cost-accountino basis which included depreciation. The statements do 
not present the financial results on a basis d e 

power rates are adequate to repay the Federal 
either for the fjscal year or cumu1ativel.y. 

In our opinion the accompanying financial 
2, and 3j9 subject to the financial effects of 
lated to the adoption of firm cost allocations 

signed to show whether 
nvestment in the program, 

statements (exhibits 1 q 
future adjustments re- 

as explained in note 6, 
present fairly the financial position of the program at June 30, 1974, 
the financial results of its power operations, and the changes in Pinan- 
cial position for the year then ended, in conformity with accounting 
principles and st&ards prescribed by the Comptroller General of the 

'hited States. 

We are sending copies of this report to the Director, Office of 
Management and Budget; the Chairman, Federal Power Commission; the 
Adminjstrator, Southeastern Power Administration; the Secretary of the 
Army; and the Chief of Engineers. 

Sincerely yours, 

Comptroller General 
of the United States 

Evlclosures - 4 RED-75-335 



wler eleseric revenues: 
Hnter-aepartmeKed sales 
Other ly"evenues 

TotaIL (Note 9) 
Total. pC%wea- system operating reQenUeS 

IE ST KKPENSE: 
Inte:eres@ 6x1 Fedwal investment (includes projects 

waler csmas%mction) (Note 5) 
Rehted interest charged to construction 

Net interest expense 

826,915 
3,380,539 

%6,835,398 

1,258,016 
3,412,916 

14,943,976 



SJlJTHEASThW FEDtiRAL POWF* PROc%M 

STATWENT OF ASSEYl'S ANLI LIMXLITIES 
AS OF JUNE 30, 1974 MZB JUE 30, 1973 

(NOTES 1, 2, ad 3) 

.lutx 30 
1974 1973 

LIABILITIES 

June 30 
7.73" 1973 

$697,14h,YJY %45,706,4&3 
ItI, - 15,3'LY 

b97,1b4,957 645,721,812 

41,64C 9 500 x,449,774 

655,524,457 6t~7,272,036 

16h,076.747 18R,44.31J73 

841,601,?14 a 

PROPBIETARY CAPITAL: 
1nvestmcni of II. s. Government: 

Congressional appropriations 
Revcnucs transferred to Continuing Fund 
Transfers from other Federal agencies, net 
Interest on Federal investment (Note 5) 

Gross Federal investment 
Less funds returned to U. S. Treasury 

Net investment of U. S. Government 

$ 937,2069994 
355,696 

5.278.389 
287;051;696 

1,229,892,775 
m 

m 

0 890,549,285 
331,935 

S,Oll,859 
m 

1,165,901,035 
438.579,369 

729.121,167 

Accumulated net revenues: 
Balance at beginning of year 
Net revenues - current year (Exhibit 1) 
Prior year adjustments (Note 11) 

76,051,563 
11,911,941 

317,514 

88,281,OlB 
13,554,456 

_226,3$1 

102.061,B.l5 88,281,018 

Total proprxtary capital 854.708,463 815,402,185 

CURRENT LIABILITIES: (Note 10) 
Accuunts payable 
Employees accrued leave 
Other liabilities 

6,848,581 5,916,817 
64,158 63,757 

397,299 295,442 

6,276,016 

tZONTRtBl~T1ONS IN AID OF CONSTRUCTION 

7,.ml,O38 

44,935 

$ 862,063,436 

37,548 

'TOTAL LIABILITIES $ 821,715,749 



IPiecrease in current assets net of current 
Biabtiities 

Dcxre~s~ in other assets and deferred charges 
Jhcrsase ia contributions in aid of construction 

TQtd other souYces 

TQtal .!Kna?Pce of funds 

il.PPLHGATIBN QF mms: 
Hnvestnnent in electric utility plant and 

faciIk$ities, met (a) 
Increase in current assets net of current 

Biabti.iti~S 

Tstrih appE.cati.on of funds 

46,65’?,709 
266,530 

L7,2433,74O 

6,570,876 
1,162 

$ 49,166,645 

$ 14,943,976 
317.514 

66,084,159 
219 y 133 

16,932,571 

$ 53,862,564 

9,422,156 
35,220,01? - 

[a) Hnc3l~de.s capitalizedE interest on projects in service, and on projects under 
CQW3tlW6tiOKl. 

PqNotes to the Pirizd16iif. Statementsv are an integral part of this statement, 
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NOTES TO THE FINANCIAL STATlQlDlTS 

Note 1. 

The Southeastern Federal Power Pmgram (SEFPP) as used herein consists of 
all Federal activities associated with the production, transmission, and 
disposition of all Federal power marketed under Section 5 of the Flood 
Control Act of 1944 in the ten southeastern states of Virginia, West Virginia, 
North Carolina, South Carollina, Georgia, Florida, Alabama, Mississippi, 
Tennessee, and Kentucky. The SEFPP is not an official Government agency, 
nor is it an individual legal entity. Rather, it encompasses the power 
activities of two separate Government agencies, the Southeastern Power 
Administration of the Department of the Interior and the c’, S. Army Corps 
of Engineers, which are separately managed and financed. The agencies 
maintain separate accounting systems. However, by combining activities 
related to electric power marketed under the 1944 Flood Control Act, the 
financial statements prepared for the SEFPP show the combined financial 
results of the total Federal power program in the area administered by the 
Southeastern Power Administration and the Corps of Engineers. 

Note 2. 

As of June 30, 1974, there were seventeen hydra-electric generating projects 
in commerciti service which had been constructed and were being operated 
by the U. S. Army Corps of Engineers. These projects had a total installed 
generating capacity of 2,010,OOO kilowatts and are listed in Schedule .I, 
together with those additional projects w’hich are presently under constr-uc tlon 
by the Corps of Engineers. 8 The total output from all these projects is 
marketed by the Southeastern Power Administration, whose p~~ysical facilitxs 
are composed entirely of general plant required in the operations of its 
office in Elberton, Georgia, for a work force composed of 37 people, Whiiz 
Southeastern Power Administration has no power production or transmission 
facilities, it does incur costs for the purchase of power and for trans- 
mission service charges under contracts with various power customers and 
such costs are inc.cPuded in the financial statements. 

Note 3. 

The financial statements are presented on an accrued cast accounting basis, 
which includes depreciation computed under the compound interest method as 
one of the eleme-nts of cost. These statements do not show financial results 
on a repayment basis. Power rates are established by using a separate 
repayment analysis, The major difference between the financial. statements 
and the historical data on the repayment snaJ.ysi.s is the treatment of fixed 
assets * In the financial. statements fixed assets are depreciated over 
service lives up to a maximum of 100 years but, for rate making purposes 



the investment in such assets must be repaid within 50 years. Accumulated 
jet revenues as given ia the financial statements are not, therefore, a 
measure of the adequacy of the overall1 power structure to accomplish 
repayment of project ct3sts within a 50-year period. 

The investment alllocated to power in the Corps accounting records and shown 
in these financial statements is approximately $9,000,000 more than the com- 
pleted plant shown on the repayment studies prepared by the Southeastern 
Power Mministration for rate making purposes. The difference relates 
prk~arfiy to adjustments that the Southeastern Power Administration has made 
for repayment purposes, to the Corps r tentative cost allocations and to the 
firm cost dtocations which have not been recorded in the Corps’ accounting 
records as of June 30, 1974. The amount of the investment allocated to 
power may change when the Corps makes retroactive adjustments to its 
financial records for firm cost allocations (see note 6). 

Note 4. 

Southeastern Power Administration and the Corps of Engineers in fiscal. year 
1969 adopted the compound interest method of depreciation for the Southeastern 
Fed eraJ. Power Program. Under the compound interest method of depreciation a 
significant feature isthatdepreciation charges applicable to a project are 
lower in the early years of the projectIs life and higher in the later years. 
The average number of years in operation is 15.9 for the seventeen hydro- 
ellectric plants in the southeastern power marketing area. 

Note S, Interest Costs 

Interest costs in the fina.ncial statements include both capitalized interest 
during construction for alI. projects and annual expensed interest on the 
unpaid Federal investment e An interest rate of 2.5% was used for all interest 
computations made for projects in operation as of June 30, 1969. A rate of 
2,625% was used for both J* Percy Priest and Millers Ferry projects which 
became operational during fiscal year 1970, and for Cordell Hull in fiscal 
year 1974. The interest rates applicable to the projects under construction 
as of June 30, 1974, are as follows: 

OalrtQrS 2 5/t?% Laurel River 3% 
Jones Bluff 2 5/B% West Point 3% 

The interest rates have been set by law or by administrative policies 
pllrsumt to law, They have not necessarily been designed to recover the 
interest costs to the U, S. Treasury to finance the investment. The interest 
rates included in these financial statements are the same as the interest 
rates used by the Southeastern Power Administration in preparing repayment 
studies, with the following exception: 



For the Cwnberland projects, Center KiU., Dale Hollow, and 
Wdf Creek, a 2% interest rate was used prior to June 30, 
1964, in the repayment studies. As stated in the FPC Order, 
D~c~ent No. E 7188, approving the rates and charges for 
these projects, the additional interest costs which wculd 
result from applying a 2,5% interest rate prior to June 30, 
1964, are to be repaid by revenues from these projects 
received immediately folkowing the initial repayment period. 
For this reason a portion of the interest costs included in 
the financial statements is considered to be deferred costs 
in the repayment studies. Approximate amounts for these 
deferred costs were $265,000 in FY I.974 and $10,900,000 
cumulative to date. 

Interest expense for John H. Kerr, PkillpQtt, Clark Will, Martwell, and 
Millers Ferry projects has been revised since initial submission of Corps 
data ts correct about $1 million in understatements of interest expense. 
The Corps pLans to adjust its records for these corrections dnrlng fiscal 
year 1975, 

Note 6, Cost Allocations 

Cost of facilities which serve only one purpose are assigned to that purpose, 
For projects which serve more than one purpose (e.g., power, navigation, 
flood control, e-ix 1) f ) it is necessary to allocate the costs of joint-use 
factiaities among the purposes served. The term llcost allocationl’ is used 
to desesibe tM.9 process and result. The discussion which follows pertains 
to the cost ahlocation of joint-use facilities. 

Cost alllocations are designed as firm or tentative. A tentative allocation 
is one rshich may be adjusted retroactively when it is made firm. A firm 
dlocati~n may be changed in the future, if conditions warrant, but only 
p3?OSpWtiVdy, Al.1 aXlocations for the projects under construction are 
considered to be tentative at this time. The following table presents the 
statlns of CO.% allocation for the generating projects in operation at 
June 30, B994. 

STATUS OF COST .~LQCAT%ONS 

Status 

1. John W. Kerr 
2. Philpott 

3. Cllark Hill 

4. AUatoona 
5. Buford 
6. Hartwell 
7. IJd.ter F. George 
8. Will ers Ferry 

Firm 
Firm 
Firm 
Firm 
Firm 
Tentative 
Firm IJ 
Firm 2-/ 



(Cont’d) Status (Cant ‘d) 

9. Jim ?doodruff 
10. Dale I~ollow 
11. Center f-kill 
32. Wolf Creek 
13. Old Hickolry 
14. Cheatham 
15. Barldey 
16. Jq Percy Briest 
17. CordelI. Null 

Finn 
Firm 
Pirm 
Fim 
Firm 
Firm 
Firm 2/ 
TentaTive 
Tentative 

u This aXLocation was adopted May 9, 1973, and revised costs based on 
the firm allocation were estimated by the Corps for these statements. 
Detailed computations of the revised costs wil.1 be reflected in next 
years financial statements. 

-21 These allocations were adopted May 24, 11974, and revised costs will be 
reflected in next years financial. statements. 

Current year costs charged to power reflect imputed General Services Adminis- 
tration rents of $22,243 and Field Office of Solicitor costs of $49,080 
for a total of $71,323. These imputed costs are included in the operation 
expenses for the Southeastern Power Administration. These statements do 
not include imputed rent costs for facilities provided by the General 
Services Administration to the Corps because the Corps believes that such 
costs are not significant. 

The Corps of Engineers does not include preliminary survey and investigation 
costs prior to project authorization as part of project costs. The amount of 
such CQS~S reported by the Corps of Engineers totals $1,095,799 for the 
seventeen projects operating on June 30, 1974, and $205,165 for four projects 
under construction. 



I  .  
:  

Note 9. 

This account, for Other Revenues, includes the following: 

Corps of Engineers 
Inter-Departmental sales of Electricity 
Sale of water from Allatoona project 

$25,782 
50,751 

Headwater Benefit Revenues applicable to projects: 
Buford $585,797 
Clark Hill 45,847 
Hartwell 31,253 
John H. Kerr 
Philpott 

Miscellaneous Nonoperating Revenues are 
from thirteen of the operating projects 

Total Other Revenues and Nonoperating Revenues 

Note 10. 

Estimated contingent liabilities total $6,980,595 and represent various 
contractors’ claims and claims under the Federal Tort Claims Act. 

The following tabulation summarizes the adjustments made during fiscal \-e;it 
1974 which result in the net increase in the accumulated net revenues of 
$226,343. as shown in Exhibit 2. 

Corps of Engineers: 

(a) Net loss on retirement of land at two 
operating projects 

(b) Adjustment due to prior year rounding ( 2 1 

(c) Prior year adjustment due to revised percentage 
for allocation of joint costs at W. F. George 
project 

Southeastern Power Administration: 

“-!‘,I 1 

(d) Prior Year Revenue Adjustments: Kerr-PhiIpott Projects 00 

(e) Prior Year Expense Adjustments: Jim Woodruff Project ( 3) 

( f) Depreciation adjustment ( 42 ) 

Total. Adjustments 



Nwte 12. 

The Clomps of Engineers estimates that about $71 million may be required 
to construct a concrete wall. near the center line of the earth embankment 
portion of the Wolf Creek Dam for most of its 3,940 feet length, The re- 
habilitation work is needed to correct a leakage problem which could affect 
the stability of the structure. During the rehabilitation work, which may 
require several years to complete, power generation and related revenues 
probably rlriU. be reduced below present levels. The amount of costs and 
revenue reductions wiPl depend on conditions found to exist as the 
rehabilitation work progresses O 




