
COMPTROLLER CENERAE OF THE UNII-ED STATES 

WASHINGTON. D.C. 205448 

B-114858 .DEC 15 1972 3D 

llllllllllllllllllllllllllllllllllllllllllllllllll 
LM096214 

Dear Mr. Secretary: 

We have examined the Statement of Assets and LLabilities 
of the Fe&x,&k X o~~~~.aRiyPrPOwer~~~~~ ( s e e no t e 1 t 0 the 
financial statements) as of June 30, 1972, and the related 
Statements of Revenues and Expenses and of Changes in Finan- 
cial Position for fiscal year 1972. Our examination was made 
in accordance with generally accepted auditing standards and 
included tests of the accounting records of the Corps of En- 
gineers, the Bureau of Reclamation, and the Bonneville Power 
Administration and such other auditing procedures as we con. 
sidered necessary in the circumstances. 

The accompanying financial statements were prepared on. a. 
cost-accounting basis which included depreciation. The state- 
ments do not present the financial results on a basis designed 
to show whether power. rates are adequate to repay the Federal 
investment in the System, either for the fiscal year or cumu- 
latively . (See note 1 to the financial statements.) 

Subject to the financial effects of future adjustments 
related to the adoption of firm cost allocations as explained 
in note 2 and of the resolution of the matters involving in- 
terest credit and irrigation assistance as explained in 
notes 3 and 4, the accompanying finan&zJdtatemonts p In our -Ts-w..%--.. ,- 
opinion, present fairly the assets and liab.m-ties-of the 
Federal Co~~~~e~~~~~‘“S~~~~“~~~~~ 30, 1972) the fi- p.OL-.-,.A ,,I.s.Y,_ ; ., ,, . 
nancial results of its power operations, and the changes in 
financial position for the year then ended, in conformity 
with accounting principles and standards prescribed for exec- 
utive agencies of the Federal Government by the Comptroller 
General of the United States. These accounting principles 
and standards were applied on a basis consistent with that 02 
the preceding year. 

Copies of this report are being sent to the Director, 
Office of Management and Budget; the Chairman, Federal Power 
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Commission; the Administrator, !3onneville Power Administration; 
the Commissioner of Reclamation; the Secretary of the Army; and 
the Chief of Engineers. 

Sincerely yours, 

Comptroller General 
of the United States 

Enclosures - 5 

The Honorable 
'$ The Secretary of the Interior 5% 



EXHIBIT 1 

(1~ thousands) 

OPERATING KWEbU’ES: 
Bonneville Power Adaun~stratiu~~ 

Sales of electric energy: 
Rtblicly owned utilities 
Privately nwned utilities 
Federal agencies 
Aluminum industry 
Other industry 

Total 

9b 69,JY2 9b b,4,07U 
37,848 25,121 

4,572 5,403 
40,425 40,058 

5, 510 5, jbl 
157,545 140,021' 

Other operating reveflues: 
Wheeling revenues 
Other revenues 

Total 

11,331 1r,,3% 
4,014 2,321 

15,405 12,707 

Total Bonnevil.Lc* Power Adminlstratiun 
revenues 172,950 152,728 

Associated proJects 
Other operatirg revenues 

Total power system operating revenues 
3,035 2,950 

175,985 155,678 

OPEHATING EXPENSES OTHER THAN DEPRECIATION: 
Purchase and exchange power (Note 8) 
Operation and maintenance expense: 

9peratiw expense 
bfaintenance expense 

Total operation and maintenance expense 
Total operating expenses other than 

depreciation 

32,794 12,813 

31,558 29, bt30 

17,335 14,907 
48,893 44,587 

Net operating revenues 
81,ti87 57,400 
94,298 98,278 

INTEREST EXPENSE: 
Interest on Federal investment 

(projects in service) 
Related interest charged to construction 

Net interest expense 

74,612 67,742 
10,200" 8,603" 
64,412 59,139 

NET REVENUU AVAUJABLE: 
FOR REPAYMENT 

LESS DEPRMIATION 

NET REVENUE;s (Schedule B) 

2Y,8a6 49,139 : 

25,788 24,512 

* 4,098 8 14,627 

"Denotes deduction 
l'Notes to the financial statements" are an integral part oP this statement, 
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FEDEEIAL COLWBIA RIVEK POWER SYSTB! 

STAT- OF ASSETS AND LLkFiILITIES 
AS OF JUNE 30, 1972 AND JUNE 30, 1971 

(an thousands) 

v 
PIXED ASsms: 

Completed plant (Schedule A) 
Retiramnt mrk m pmgrese 

Less accumulated depreciation 

N 

cum *ssms: 
Unexpended funds 
Special iunds 
Accounts receivable 
MaterIala and supplies 

Total c -t assets 

DEFEFBED CHARGE FOR PAYMRJT OF IRRIGATION 
ASSISTAKE (Schedule A) (Note 4) 

OTIfB3 ASSEI'S AID DSFRRREDCH&?iEj: 
Trustiunds 
Other assets and defended charges 

To'& other assets and deferred charges 

TOTAL AssErs 

June 30 June 30 
1972 1971 1972 isn 

$3,045,072 , S2,927,283 
3 20,042 

3,07l,325 2,947,332 
275,489 253.375 

2,795,836 2,693,957 
1.031,977 826.497 
3.827.m3 3,520,454 

137,572 
7,033 

26,259 
14,968 

185.832 

“96&g 

29:182 
17,056 

141.832 

415.54a 401.440 

5,912 6,2l8 
10,443 4,663 
16.355 10,rnl 

LULBILITIES 

PR0PR1mmYcAFrTA.L: 
Investment of U.S. Government: 

Congresszonal appropriations 
Revenues transferred to oontimung fund 
Tmwfers from other Federal agencies, net 
Interest on Federal investment (Note 7) 

Gmss Federal investment 
Leas funda remed to U.S. 'be-urn 

Net imrestment of U.S. Govemu& 

Accumulated net rev-es (Schedule P) 
Total proprietary capital 

Cillhu~S (Note 5) 

CtJBRIEFp LIAsIxlITIEs: 
Accounts payable 
Employees accrued leave 

Total current liabilities 

LIABxLI!rY OF U.S. Go- FQRPAYMBJT 
OF INIUGATION ASSISTANCE (Schedule A) (Note A) 

oTli~LUBILITIEsARDDEFBlRQ CEmITS: 
Trust fund advances 
Other deferred credits 

Total other liabilities and deferred crecc.ts 

TOTALLIABILITIEs 

t4,>75,475 54,181,36& 
4,207 4,033 

31,274 27,983 
94s.597 357,647 

5,559,633 5,on,o31 
1.957.148 l&322.167 
3,602,485 3,24&‘364 

354,155 351159” 
3.956.640 3,600,45i, 

57,742 57,i53 
4,639 4.6So 

62,381 62.043 

415.54% 401,440 

5,912 6,218 
5.067 4,450 

10,979 10.66p 

114.445.548 t4,074.607 
--.- 

"Ilctes to the fimocial statements” are an integral part of this statement. 



EXHIBIT 3 

I?NmL CCLLIMBXA Rl,RR ICWEff SYSTl% 

STA'ChM:ENT OF CMGm IN FIh tiC1A.L KSITION 

PDR TWR FISCAL YEARS ERDED J&R 30, 1.97? ANIl JUNE 30, IIJ'IL 

(ill thousands) 

SMJRCEOFPUNDS: 
Net revenues (Exhibit 1) 
Ada non-fund provision for depreciation 
Prior years adjustments 

Nes funds from operations 

3972 --- 

$ 4*OYt: 
25 0 768 

1,535* 
_ 28,351 

Federal investment: 
Congressional appropriations 
Transfers from other Federal agemcles, net 
Interest on Federal investment 
Transfers to continuing fund 

Total funds from Federal investment 

394,107 

81,360 
254 

4&Z&602 416,734 

$ 14,tc 
24,512 

'jp423* 
29,716 

335,155 
219 

Total 5ource of funds t516,953 $446,450 

APPLICATION OF FUNDS: 
Investment in electric utility plsnt and facilities, net $333,147(a) $330,295 
Funds returned to U.S. Treasury 134g981 132,149 
Increase in current assets net of current liabilities 439662 159966* 
Increase in other assets net of other liabilities 

Total application of funds 
5;163 

$446,4;? $516,953 

(a) Includes capitalized interest of 10,200 on projects in service and 
16,338 on projects under construction. 

*Qenotes deduction 

"Notes to the financial statements" are an integral part of this statement. 
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tidissim fscmties (BFA) 
Albai Falls KE) 
Balma (BRR) 
Ramwill* ml 
ONof Josspb (CE) 
colabla Bssir. @ii) 
Ccqav (CE) 
I*tm1t-81@ Cliff GE) 
Omen Pete-Fester (TE) 
FEls Cmek GE) 
m- :oIw m) 

P 
Ice Aarlmr (CE) 
Jot-a Dy (CE! (0) 
Little Cmss (CE) (0) 
LoDtcut Polllt-cmter (CE) 
Iwr bkmummtsl GE) (-=I 
bkhry (CE) 
W&P 
nm Ddlea "t 

iades (BR) 
Q!: 

InkIm (KS 

30.69.i 

Lbbtotll plant lnvestsnt 5.5e7.559 

mpqant obll&llm rstained t 
Colubla Fanin Project (b) 2.2u 

total il2saz2 

-- 

3&5,c72 l,P31,977 

-- 

82+%&&w 

u1,313,P2@ 
31,915 

4,973 
?3.3?5 

:.2E 
17:9m 
LWlU 
40.058 
17.310 
7.6'6 
w.781 

1~~ 
45:731 

l44.m 
256,sm 

13.423 
26@60 

4,75S 

?39,570 
258,111 

2.131 
9‘po 

1Ja 

4,m7,019 

I.352 

s%Azw2 

4 10,695 

710 
34S.686 

bt,mmhlr 
*or 
other 

$ 35.m 

Q.m 
? ,931 
4.752 
5.676 
4.311 

1,319 

43&4 

I ‘.X3 

LlL 

3.6R9 

21'7,376 

29,737 

$1,152 

4,588 

1,157 

1.116 
5.oL 
1.572 

06 
1,5X 

ml 

1,:: 

1,676 

76/43(a) 
3,n4cs: 

%(.I 

793 
22 

*.39LM 
'.1./65 

'46(e) 

1oc.r 
9h.e 
23.L' 
71.9 

z:; 
30-e 
60-e 
55.e 
35.5 
75.9 
69.6 
74.4 
69.2 
LE.3 

1 
e;:: 

it*;? 
73:- 

g;; 
9.1 

n-7 
47.7 



SCHEDULE B 

FIB% COLUKBlA RIVER RM'EH SYSTi?M 
CHANGES LN ACCLPdl~TkX NM’ H4'V!Q'llkS 

&OR THE FISCAL Y&M lZND?Z) JUI\1! j(~, .1y'12 

(in thousands) 

OPERATING REVENUES 

Cumulative Fiscal Prior 
Balance Year Years 

June 30p 1971 

ExpmsEs: 
Purchase and exchange power 
Op'eration and 

75,744 32,794 
maintenance expense 530,981 48,893 451,235 

Interest expense 661*252 64,412 

Total 1.2679977 146,099 la235 

Nm PmENUIS AVAILABLE 
FOR FGPAYNENT 659,371 29,886 1,235" 

I&S:9 DIYSEX:IATION 307,779 25,786 300 

ACCUMULATED Nm i3mmm (Brhiblt 2) t 351,592 $ 4,098 $1,535" 

cwIlutiLLl~c 

Balance 

JUnC 30, iy'i2 

$2,103,S33 

108,530 
581,109 
725,664 

18415,311 

688,022 

33S,H6.7 

48 354,135 

"Denotes deduction 

"Notes to the financial statements" are an integral part of this schedule. 
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FEDERAL COLUhDIA RIVER POWER SYSTDd 

NOT;ES Iy> THE FINANCIAL STATW%TS 

Note 1. Major Accounting Considerations 

The Federal Columbia River Power System (FCRPS) consists of the Bonngville 

Power Administration (BPA) and the generating facilities of the Corps of 

Engineers (Corps) and the Bureau of Reclamation (Bureau) for which BPA is 

the power marketing agent. Each entity is separately mansged and financed 

but the facilities are operated as an integrated power system with the 

financial results consolidated under the FCRPS name. 

These financial statements are prepared on a cost accounting basis 

including compound interest depreciation and interest on the unpaid Federal 

investment. 

Costs of multi-purpose Corps and Bureau projects are assigned to the 

individual purposes through a cost allocation process. The portion of 

total project costs allocated to power is included in these statements. 

These statements are not used to establish BPAIs wholesale power rates. 

A separate repqyment analysis is prepared for that purpose. In the 

accompanying statements, the depreciation life for fixed assets allocated 

to power averages about 64 years. However, the repayment periods used 

to establish power rates are 50 years for the generating projects and 

40 years for the transmission system. Schedule A lists the project0 

included in FCRPS end the allocation of plant investment to the various 

purposes. 
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Changes in the format of the accompanying statements include revision 

of the Statement of Revenues and Expenses (Exhibjt l), and the Statement 

of Changes in Finsncial Position (Ebchibit 3). In effecting these changes, 

Fiscal Year 1971 data were conformed to the new formats. Also, for the 

first time, a schedule of Changes in Accumulated Net Revenues (Schedule J3) 

is included. This schedule provides a correlation between the accompanying 

cost based statements and cumulative totals shown in the first line of 

the separate repayment analysis. 

Note 2. Tentative Cost Allocations 

Plant and operation and maintenance expenses based oh tentative allocations 

between power and non-power purposes are included for eight of the projects 

listed in Schedule A. In the past, adjustments have been made to plant 

and accumulated net revenues when firm allocations were adopted. At 

June 30, 1972, total joint plant costs for these eight projects are about 

$1.5 billion of which $1.1 billion are tentatively allocated to power and . 
subject to retroactive adjustment. The amount of adjustments that may be 

necessary when the allocations become firm are not determinable at this 

time. 

Note 3. Interest Credit 

BPAfs method of reducing interest expense to recognize an inLerest cr&it 

on current year receipts deposited with the U.S. Treasury has been 

questioned by the U.S. General Accounting Office (GAO). The method 

recommended by GAO is currently being considered by the Department of the 

Interior. It is not known at this time if Bl?A's current method will be 
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changed. If GAO(s method is adopted, interest expense for Fiscal Years 

1971 and 1972 would be increased in ,total for the two years by about $4.1 

million. 

Note 4. Repayment Responsibility for Irrigation Costs 
Legislation requires that FCRPS net revenues will provide financial assi's- 

tance to return to the U.S. Treasury the cost of Bureau irrigation facilities 

which benefiting water users are unable to repay. Investment made through 

June 30, 1972 results in estimated irrigation assistance of $416 million. 

ECRPS repayment studies show that the first payment for the assistance will 

be made in 1997. Congress may also authorize additional assistance of up 

to $20 million for investment allocated to irrigation at six Corps projects. 

The method of reflecting this repayment requirement in the accompanying 

statements is currently under study. The GAO has questioned the current 

practice and BPA agrees that all ramifications of the question should Se 

explored in depth, in&ding classification and amortization. However, 

a decision has not been reached at the time of statement preparation, 

and efforts will be made for resolution for the June 30, 1973 statements. 

These efforts will consider both legal requirements and generally accepted 

accounting principles and will involve consideration by GAO and the 

Department of the Interior, including all of its power marketing entities 

which are involved in irrigation assistance. 

Note 5. Commitments to Exchange Power and Acquire Project Capability 
a. Hanford Plant No.. 1 

BPA has made agreements with the Washington Public Power 

Supply System (WPPSS) and 76 participating utilities, to provide 
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power at BPA rates in an amount equal to the annual operating and 

debt service costs of the Hanford Plant No. 1, whether or not 

the plant is operating. In return, BPA receives the plant outputr 

At June 30, 1972, about $73 million of bonds remain outstanding 

and are due to be fully retired by 1996. 

b. Columbia Storage Power Exchange 

BPA has entered into unconditional agreements to provide to 

41 utilities amounts of power which vary annually over a 30 year 

period and which have a value of $314.1 million evaluated at 

current BPA rates. In exchange, BPA receives from the Columbia 

Storage Power Exchange, Canada's share of the additional power 

generated in the United States as a result of operating the three 

Canadian Treaty storage dams. 

c. Centralia Coal Fired Steam Plant 

BPA has entered into sgreements with eight utilities to 

acquire a portion of the capability of the Centralia Coal Pired 

Steam Plant. BYA's commitment begins when the plant begins 

operation and continues until April 1, 1974 whether or not f'ul.1 

capability is maintained. At June 30, 1972 the plant had not 

achieved full capability. BPAIs commitment through April 1, lY74 

is estimated at $27.8 million. 

d. Trojan Nuclear Plan!. 

BPA has entered into agreement s to acquire throughout the 

life of the Prcject, beginning approximately September 1, 1974 
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the Eugene Water and Electric Board's 30% ownership share of 

Project capability of the Trojan Nuclear Plant. BPA*s costs are 

estimated to be $12,IL millio'P1 per year for a 35 year period, BPA 

is committed to 30% of annual costs whether or not the plant is 

completed, operable, or operating. By givin: notice prior to 

July 1977, Eugene may withdraw Pnu>ject capability beginning 

July 1, 1984 for its own usep and BPA payments would be reduced 

proportionally to any such wixhdrawa.3.. 

e. WPPSS Nuclear Project No. 2 

3PA has entered into agreements to acquire the capability of 

the WPPSS Nuclear Project No. 2 which will 5,? constructed and 

operated by WHPSS on the Al3Z Hanford reservacio& The plant 

is scheduled for commercial operation beginning approximately 

September ls 1977. 

During the estimated 35 year life of the project, BPA@s total 

costs are estimated to be $1.5 billion. BPA is obligated under 

the agreements to pay the annual costs whether or not the project 

is completed, operable, or operating. 

Xote 6, Contingent Liabilities 

Contingent liabilities total approximatelly $64.0 million of which $61.6 

million represent various contractor claims and $2.4 million represent 

cbaims under the Federal Tort Claims Act. Included in the contractor 

claims is $54.7 million for work at Libby Dam Project. The activities 

which gave rise to these claims oocurred prior to June 30, 1972, but 

part of the claims were filed subsequent to that date. 
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Note 7. Interest Pates 

Rates of interest applied to unpaid Federal Investment are: 

Generating Projects 

Albeni Falls 
Boise 
Bonneville 
Bonnetille Second Power House and 

Peaking Modifications 
Chief Joseph 
Chief Joseph Additional Units 
Columbia Basin 
Columbia Basin Third Power Plant 
cougar 
Detroit-Big Cliff 
Dmmhak 
Green Peter4bster 
hills Creek 
HungryHorse 
Ice Harbor 
JohnDay 
Libby 
Little Goose 
Iookout Point-Dexter 
Lost Creek 
Lower Granite 
Dower Monmentai 
&Nary 
Minidoka 
Palisades 
Teton 
The Dalles 
The Dalles Additional Units 
Yakima - Rosa Division 
Yakima- Kennewick Division 

Transmission Facilities - BPA 

Through Fiscal Year 1963 
Fisca3 Year 1964 
Fiscal Year 1965 
~'iscal Year 1966 through 1968 
3~iscal. Years 1969 and 1970 
Fiscal Year 1971 
Fiscal Year 1972 

2 i/2$ 
2 l/2% 

3.342% 
-/d 
3m% 
3% 
2 l/2% 

2 l/S 
$7/e% 

s01h3% 

: $2 
5 3/B% 
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Note 8. Purchage and @change Power 

The current year increase in this expense is primarily the result of new 

steam purchase agreements for operation of the Hanford Plant No, 1. The 

new agreements apply to Piscal Years 1972 through 1975. The mount of 

the increase in Fiscal Year 1972 for operation of Hanford Plant No. 1 was 

$14.9 million. 

Note 9. Adjustments to Accumulated Net Revenues 

The following table lists the adjustments which have caused the net decrease 

in Accumulated Net Revenues of $1,535,000 shown in Ekhibit 3 and Schedule B. 

1, 

2. 

3. 

4. 

Write-off of surplus and obsolete 
materials and supplies at BPA 

Extraordinary retirements caused by 
construction of thikd power plant at 
Columbia Basin Project 

Correction of adjustment to expenses 
at Chief Joseph Project due to 
adoption of sub-allocation to 
irrigation pumping power 

In Thousands 

s (1,157) 

(256) 

(124) 

Minor adjustment at Albeni Falls Project 2 
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