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.SUBJECT: POWER ~RKE1ING ADMINISTRATION FINANCIAL R£PORTIN(;

1 . PURPOSE. ~o establish financial reporting policies, procedures,
and me-ihodology for all Department of Energy (DOE) power marKeting
administrations (PMA's) except.where deviations thert!from are
specifically approved by the Secretary, authorized b~{ statute, or
identified and explained in a transmittal memorandum or in the foo't,-
notes to the reports.

.
CANCELLATION. Paragraph IV. F of INTERIM MANAGEMENT DIRECTIVE 1701
PRICING OF DEPARTMENTAL SERVICES AND PRODUCTS. OF S-,~8-77.

2.

SCOPE. The provisions of this order apply to the PMtIIS reporting to
~A5sistant Secretary for Resource Applications.

3.

4.

REFERENCES. Proposed procedures for adjustments in ~Iower and
transmission rates' of the PMA's, 44 F.R. 39184 (Ju'y Sf 1979), or
such finally adopted procedures.

AUTHORITY. This order is issued pu~suant to the authority of the
Secre:.ary of Energy 1mde~ the Depar-:ment of Energy Grga-nizatiOf:l
Act. Public Law 95-91.42 U.S.C. 7101; the Re=la~~~ion laws,
particularly Section 9(c) of the Reclamation Project Act of 1"939.
53 Stat. 1194.43 U.S.C":;-485h(c); Sec~ion 5 of the Flood Control
Ac~ of 1944. 58 S:4~. 890,16 U.S.C. 825s; the Sonnevilie Prcje:~
A:t. SO S~!... 731, !s amended, 16 U.S.C. 832 et seq.; the Feoerai
Columbia River Transmission System Act, Public Law 93-454,16 U.S.C.
838 et seq.; the EK1utna Project Act, 64 Stat. 382. as amended;
Section 204 of the Flood Control Act of 1962, 76 Stat. 1193
(Snettisham Project); Reorganization Plan No.3 of 19:50,64 S'tat.
1262; Section 2 of the Act of June 14,1966. Public Law 89-448,
80 Sut. 200. as amended; Section 303 of the federal Power Act,
49 Stat. 855,16 U.S.C. 825b; and related laws.

5.

..-

6.

~OLICY.

!. It is DOE policy to encourage sound businessiike financia1 management and accounting practices in routine al:counting and

the preparation of pafier system financial statemt~nts. Power
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system financial statements will be prepared in accord,ance with
generally accepted accounting principles as prescribed by the
American Institute of Certified Public Accountants. th,! Financial
Accounting Stand~rds Board. the General Accounting Office. and the
Office of Management and Budget. as. appropriate. To the extent
practicable. the PHA'S will maintain their accounts in accordance
with the Uniform System of Accounts prescribed by the Federal
Energy Regulatory Commission for public uti1ities.

.-

It is also DOE policy that power repayment studies will be
prepared annually using sound and consistent financial fore-
casting techniques. These forecasts should be designed to
approximate as closely as possible the results expected to b~
achieved in the historical power system financial statements.

b.

DEFINITIONS.7.
Assisted Irriaation Investment. "Assisted irrigation investment
means tne portion of construction costs of Federal Reclamation
projects which are allocated to the irrigation purpose and are
assigned pursuant to legal authorization for repayment. from therevenues of the ~ower syst~.. -

a..

Cost Evaluation Period. IICost evaluation periodl' means a period
of :,me curing wnicn estimates of future costs and re\'enue..s Ir&ay
be modi fi ed to refl ect changi n9 cond;:i ons) nomiQ 11y ~; years.

b.

Cost RecoverY CriteriA. "Cost recovery criteria" means the
cr~~eria set-forth in'~a~agraph 12. beginning on page 13.

"

c.
.

Inves~en~ o!" Power .1nves~T1~. "lnves~n:t1 c~ "pOWt~~ invest-
ment" means un-less otnerwise indicated in the ccn~ex~, inves~er,~
allocated to be repaid from power revenues.

d.

Power Marketino Administration. "Power marketing administration"
means tne Alaska ~ower Aaminlstration. the Bonneville Power
Administ~ation. the Southeastern Power Administration. the
Southwestern Power Administration. or the Western Area Power:
Administration. .

e.

Power ReDe-"'Tl1en! StUQY. .Power--Tepayment study" means a study
T:previ ous iy referred to as an average ra te and repayttlen... study

f.:.
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or repayment study) portraying the annua'l repaymerlt of power
production and transmission costs of a power syste~ through
the application of revenues over the repayment per'iod of the
power system. The study shows. among other items. estimated
revenues and expenses. year by year. over the rem!:1nder of the
power'systenf's repayment period (based upon condi1:ions
prevailing over the cost evaluition period). the E~stimated
amount of Federal investment amortized during each year. and
the total estimated amount of Federal investment ,'emainins
to be amortized. The study does not deal with ra1:e design.
Power repayment studies may take two forms as desc:ribed
below:

Current Power Repayment Study. A power repaj'1T1ent study
that-utilizes currentiy established rates for estimating
future revenues. Ttle study refl ects the samE! bas i c
power system included at the time rates were approved.

Revjsed P~wer Repa_vrnent Study. A study that utilizest in
whole or in part. proposed or assumed rates 1:or estimating
future revenues. Typically, it is designed 1~o demonstrate
that potentia' revenue levels will satisfy tile cost
recovery criteria over the remainder of the power system's
repayment period.'

g. Power System. A system comprised of one project clr more thar,
one project hydraulically and/or electrically int~!grated and
therefore treted ~ one unit for the purpose of ~~s"t:.b1 ishing
rates.

h.
,.. .;.

Power System's Re'Da~ent Period. -A -period -extenclino to. the-
of; na i ye! r a. i i owed uncer '~e cost re:ove~y c~i te~'i e for
a~rtization of .the origin~' investment in a" prc)j-ec-:s
included in the power repayment study.

; . The Secretary of Energy.Secretary.

B. 1HE ACCOUNTING SYSTEM

a. The Books of Account. The bOOKS of account of all the PMA's will
be kept in accordance with accounting systems tha't are approved
by the General Accounting..,Office and any addition;~l guidelines
promulgated by the Secretary. The PMA's shall mainuin their
power systems accounts in accordance with the uni'form system of
accounts prescribed -by the federal Energy Regul atl)ry Comn; ssi on
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for pub' i c uti' i ti es and 1 i censees to the extent prac'ti cab 1 e.
Supporting detailed infonnation shall be maintained in a manner
tha t faci 1 i tates a ready retrieval, ana lysi s, and ver'~ifi cation
of perti nent facts. BooKs of account sha" be kept 01' a
monthly basis and closed at the end of each fiscal yeisr.

Accounting Concepts. Accounting cpncepts for pt-tAls sl,all be
~e)oped around, but not limited to, the following gl~nerally
accepted principles:

b.

(' ) Period Cutoff Accountino. There must be proper I:utoff
accounti n9 at tne beg; nni n9 and end of the peri old to
ensure that revenues and expenses are not overst,ated or
understated. .

(2) i-Expenses Matched to Period Revenues. .Ex~enses s~~J~ be
appropriate1y matched against the perl0dlC revenues.

(3) Current and Fixed Assets. Assets shall be accounted for
in a meaningful manner to assure fair presentation of the
financial position. Current assets are to be carried at
cost or ma~ket value. whichever is less; fi"xed assets
are to be carried at cost of acquisition or cons'truction;
appropriate charges shall be made for depreciation of
fixed assets.

Li abi 1 it; es. tA 11 Known 1 iab-i]; ties sha i.1 be- recorded.

c. Spec; fi c 'Power .-Sys tern: Account; no ~arters .!.:.:.'S~~.~ifi~~~~T1-:i ng- --

matters wr.ich are pertinent to PMA practices include, bwt are
not necessarily limitea...to., the fo110win;:

(1) Interest Rates. In~rest expense on the power inves~en:
snall be a required portion of the costs to be r'ecovered
by power revenues. Ra ~es to be used i n computi I1lg i nter~s:
shall be those rates official1y estab1ished by law, or for
all investment with no rate established by law ITlade through
1-29-70. the rate established administratively 1'or such
investment, or for all investment made after 1-2~9-70, the
rate established pursuant to paragraph 11. beginning ~t
page lZ, and related implementation guide1ines.

UnDaid or Deferred Annuai-Expense. Deficits (or unrecovered
expenses) which occur in any year in which revenues fail
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to recover operation and maintenance, purchased and
exchanged power, transmission service and other expenses,
and interest expense shall be accrued on the ba1ance
sheet as a liability with interest at the ra1:e prescribed in
paragraph 11, beginning at page 12, for invE~stment made in
the fiscal year in which the losss was incurr'ed.

(3)

.
Priority of Revenue Application. Annual reVE!nUeS will be
first app1ied to the fol)owing recovery of costs during
the year in which they are incurred: operation and
maintenance (O&M). purchased and exchange po~/er.
transmission service and other. and interest expense and
any appropriation amortization of revenue bor\ds. Remaining
revenues are available for amortization and ~;hall be
applied first to unpaid or deferred annual e,'pense. if
any~and then--tottt-Federal inve"Stment. To the extent
possible. whi-le still complying with the repc1yment periods
established for each increment of investment and unless
otherwise indicated by legislation. amortiza'tion of the
investment will be a,companied by application to the
highest interest-bearing investment first.

FINANCIAL STAiEMENTS9.

a. Power System Financial Statements. Power system 'financial
s:4te.men:.s sha1i, 'to tne ext,en: practic.al. be pre:pared in
accordance with generally accepted accoun..ing p~;'nc;ples and
ccrlcep'ts. F-OWe'r sys'tem finan:ia1 resul't:s sh~1l b-e cisclos-e:
in a clea~. concise. and complete manne~. Annual ~inancial
statements. accOmpanied by explanatory footnotes and supporting
schedules, shall fair1y.present the financial position for
each ~ powe~ syst~l. Powe~ system repor~i ns reoui remen~s
snall generally conform 'to any appropriate standards promu-lga~e:
by the American Institute of Certified Pub1ic Accountants. the
Financial Accounting Standards Board. the Federal Energy
Regulatory Commission, and the General Accounting Office and
shall inc1ude, but not necessari1y be limited to (1) S~atement
of Revenues and Expenses or Income Statement; (2) Statement of
Assets and Liabilities or 8a1ance Sheet;-(3) Stat.ement of
Source and App1ication of Funds or Statement of Changes in
Financia1 Position; (4) Statement of Changes in Proprietary
Capital (this statement--may be incorporated in either ~he-
Statement of Revenues and Expenses or the StatemE~nt of Assets
and Liabilities); and (5) the app~priate notes 1:0 financi~1
statements.
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Statement of Revenues and Ex enses Income Statement" The
resu ts 0 t opera t, ons Sha e c ea r y an a, r y repc)rted on
a comparative basis for the current and preceding fisc:al periods
Net Revenues (or Deficit) presents the results of pow~~r system
operations on a ~onnal accrual accounting basis for the
reporting period, after depreciati9n expense and intel-est on
the unpaid Federal investment.

b.

c. Statement of Assets and Liabilities Balance Sheet. The
,nanc,a pos,tion 0 the power system or tne curren't and

preceding periods shall present the Federal investmen't in the
power system on a cumul at; ve basi sand inc1 ude a schetju1 e of
accumulated net revenues.

d. Statement of Chances in Financial Position (Statement of Source
and APDI1cation of runasJ. statement OT changes 1n T1nanC1al
position snall be prepared on a comparative basis for the
current and preceding fiscal periods to c1early describe the
flow of funds of the power system for the reporting p'eriod.
All power system funds shall be reported according to major
source and disposition in a format which is appropriate to
conventional regulated-company financial reporting.

e. Notes to the Financial Statements and Su~Dor~ino Tables. Power
sys'tem finan~1a1 su'temen'ts snali satlsfy protess10nclrequirements
for adequate. infonnative disc1osure. Notes tD the finan:ial
statements for each power system shall address. as a minirn~, the
foliowing reportin9 mat'ters \unless ~;s imonTla'ti!Jrl ;s
provided elsewhere).:,- ~

.'.-
(1) Summarv of Sicnifican~ Accountino Policies. A description

, -
Oi Ail s1gnljlc.!n.. acccun:lng pOll:les o~ :ne powe~ syste.'I'..
Policy disclosures snail inciude. at a rninim~: (a) tne
b~sis of conso1idation. (b) depreciation methods employed,
(c) status of allocation of cost varying purposes on
mu1ti-purpose projects. and (d) amor~ization and repayment
requirements related to the Federal power inves1~ent.

SubseQuent Events. Disclosure of material even1:s and..
transactions occurring scbsequent to the finanac:ial reporting
period shall be included if necessary for proper interpre-
tation of the financial"'"S'tatements.
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Interest Rates. Current policy regarding inte~rest rates
applicable to the reporting power system.

(3)..

Non-depreciable A~sets. The amortization and reporting
treatrl1ent of the Federal investment in land and othernon-depreciable assets. .

Contin~ent Liabilities.
contingent liabilities.

A discussion of known major

f ~uditor1s Opinion. The financial statements and ac:companying
notes to the financial statements of each power sy~;tem shall be
exami ned peri odi ca lly, wi th the peri od not to excet~d 2 yea rs ,
by independent auditors. the General Accounting Of'Fice,
Inspector General, or other acceptable audit organization. The
results of this examination shall be reported in a letter which
describes the scope of the examination and expreSSt!S an opinion
on the financial statements.

POWER REPAYMENT STUDIES.--tlO.
a.

b.

General Reouire,ilents. Each p~ will prepare and p~ublish annually
~ power repaymen~ study for each powe~ system. Each power
repayment study consis':S of two par':S. historical dau and fu:ure
data (f.orec~sts). ~he'develo~en~c;of~"fu'tur~ da.u requires ~ne..

i;,forecastof revenues. expens-es and inves-cnent; The annual
c~!' repayment study will use sound and ~nsisten: forecas-:ing

techniques. Those forec~s.t'in9 techniques .will..be .expiairred
in a memorandum included with each Torecas't.. The forec~stS will
utilize. to the extent possib1e. the accounting concepts set.
fo~' on page 4. paragra~h 8. The power repayment study is
updated annually 'to test the con~inuing aaeQuacy cf ':.he exis:in;
rates. The annual study is called a Current Power Repavment-

.;§.:E~. It reflects the same basic power system iric1uded at the
t,me rates were approved. but forecasts current o~lerating
results and updated estimates of revenues and COS'l:S for the
remaining years of the repayment study.

Bate Adjustment Plan. Whenever the current power repayment
study shows tnat repayment requirements are not bt~ing met, action
will be taken by the PMA to prepare and recommend a plan to be
implemented at the next practicable time to satis'Fy the repayment
requirements (or to explain why such requirements cannot be met).
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Such plan may include increasing rates, decreasing c:osts,
changing contracts. or any other viable means for n~eting
cost recovery criteria. This plan will be supported by a
Revised Power Repayment Study which will meet the cost
recovery criteria. The plan will be submitted to tile
Assistant Secretary for Resource Appl ications throuSlh the
Office of Power Marketing Coordina.tion for review arid further
action. In certain situations the plan could reconlllend that
no action be taken to meet repayment requirements. While a
revised power repayment study must be prepared at a minimum
when a current power repayment study shows that repa:yment
requirements are not being met, prepa.ration is not limited to
that situation.

.-

iCost Evaluation Period. A period of time during which future
est1mateS of costs and revenues may be modified to r'eflect
changing conditions. suCh as additions to the power systems or
inflation. This period of time is nonnally 5 years. iRevenue
and cost estimates for the remaining years of the pc~er system's
-repayment period should reflect price levels. rate levels.
and contractual cOrrlni tments consistent wi th conditiclns'
anticipated during the cost evaluation period.

c.

A11owab1e Unamortized Investmen... Ea:h in:remen: o~. investrnen:
~na11-be~~rrieo ~s a1iowabie unamortized inves~en't: for its
repayment period in accordan~e with the fo11owing pr'in~ipies:

d.

(1)
'DUTa ti on of"Re pa vmen t Peri od .Un 1 ess o"therw; S-E~ "p~s cri bed -

DY jaw, eacn api1ar of investmen-; is ':0 be repaid with
interest within a..period not-to-exceed 50 years. Repay-
ment periods of les.s th!.n 50 years :'.z.Y be esu.:l ishe~
wnen the facilities involved have useful life e~x.De::':ancies
of less than 50 years. Such shorter repayment periods are
appropriate for (a) replacement of power fecilities and
(b) transmission facilities which are develope~d and managed
as transmission systems rather than as adjuncts to
generating projects. In such cases, the expec1~ed useful
life of the facility involved generally will be~ used as the
repayment period. Such repayment perioas may tIe adjusted
from time to time, within the 50-year maximum, if changed
conditions indicate a di.f_ferent estimated usefLll life

expectancy.
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Start of the ReDavment Period

-
.The first year of the

repayment period for both specific and joint investment
cost shall be the fiscal year following the fiscal year
in ~/hich the investment goes into cO-nrnercial ~>ervice.
After each portion of allocated repayab1e power investment
goes into conrnerci a 1 servi.ce, the total joi nt i nvestment
costs for a power generating facility shall, on a pro rata
basis, be associated with the specific investrnent costs
incurred in the initial stage of project deve'lopment (the
initial stage of development includes all powl!r units
which are initia11y constructed in a continuolJS sequence
without a time lag or more than 5 years betwe'en generating
units).

Revenuese

( , ) Power revenues shall be those expected through the power
system's repayment period. based ,on cont.ractual co~itmen:s
for sales of power and energy that are expectt~d t.o ex;s:
duri ng the CDS t eva 1 ua.ti on peri od.

In the absence of specific contractual provis'ions for
increased power sales, the revenue forecast will rely
heavily on the past ~r_encs of a:tual customer load 9ro~~h
rates. Where contractual payments for power ,and/or
Quantities of such power and energy saies are oefine:,
these sha11 form the b~sis for revenuf oetermina~ior..

3) Power Quan:i:ies for fore:as:ing future revenU2s shcll
also includ~ purchased and exchanae power Quantities which
are consistent 'With contract.ual comnitments that are
e.s..ima.t.ed to exist during the cos: evaiua:ion perioc, an=
oniy 'to 'the extent that rela'ted ~os'ts are also proje:tec.
The revenue forecast shall also consider capacity increases
resulting from facility additions which are projected to
be cornmer~ially operational within the cost evaluation
period. A schedu1e comparing revenue estimates for the
previous period with ac'tua1 revenue rea1ized should be
inc1uded with the annual submission.' Misce11aneous
revenues sha11 be inc-luded where appropriate, as we11 as
headwater benefit payments to be made to the 1reasury for
power benefits to nO'fi--Federa11y owned utility hydroplan:s.
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(4) Power quantities used for estimating revenues, unless
defined by contract, are determined by theoreticill reservoir
operation studies based on historical stream flo~~s. In
preparing these operational studies, hydrological data,
current to "Within 5 years if possible, and availiible
engineerin9 data will be used.. recognizing restrictions
imposed by other project functions. Input data ,~i'l be
revised and updated whenever new infonnation indicates
that a significant change in the forecast can be expected
in the future where there is a significant variance between
the forecasted and actual resul ts, but in any evt~nt not
less frequently than once every 5 years unless an
accepted explanation is provided concerning why 'this is
not necessary.

f ODeration and Maintenance Costs. Estimates of O&M co~)ts shall
be ceveloped wltn neavy reliance p1aced on historical cost
trends and actual project costs in the past. The use of
various cost indices, developed from and supporteQ by project
history, is recorrrnended in developing the forecast'
and testing its reliabi1ity. In preparing the estimate,
a:tua) costs will be compared to past forecasts to id,entify
sources.of var-iance and previoLls projec~ion errors. J~
schedule showing these comp~~isons will be included with the
annual power repayment update. T~ forecast shall take
into a~ount Known factors which are expected ~o affe~t the
f~tJJre level of such. .cos~ .-during tne- CO$.!. -.evcJ~ati.on. --
period.

Purch~sed and Exchanoe.Power Costs. All costs of planned
pu~cnase~ power aur'"g tn~ cost evaluation period shall be
inciuaed in the power repayment s~uoy.

g.

h. iransrnission Service and Other Costs. These costs, to be
estimated tor tne cost eva1uation period. include payments to
others required by legislation, "wheeling" payments for use
of transmission capacity. rental payments for the use of
electrical facilities. payments for detrimen~ caused by
project facilities or operation. payments for increased
benefits furnished by others,-credit payments under certain
contracts. and interconnectio.fl costs for which a payrrlent
is made based on contractual-commitments.
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j.

Interest Rates. Interest rates shall be establis;hed as set
forth on page 4. paragraph 8c(1) for historical ~lnd current
rates. Forecasu-will utilize the rate estab1is~led in
paragraph 11. beginning on page 12. and related ~Implementation
guidelines for the latest available year for all furtue years.

Interest Expens~. Interest expense for each of ~~he years
of the study wi11 be the sum of the amounts dete1'"Tnined
by: (1) applying the applicable interest rate tI) each
estimated unamortized power investment at the bel~inning of
the year; p1us (2) applyin~ one-half the applicable interest
rate to power investments (i .e.. additions and rlep1acements)
expected to be added and in servi ce duri n9 the Ylea r; p 1 us
(3) app1ying the applicable interest rate to capitalized
unpaid or deferred annual expense. if any. If the interest
credit concept is uti1ized by the PK~. the interest
credit shou1d be offset against interest expense.

K. Investment Costs. The power repayment studies will include
all investment cost a11ocated to power for the exis~ing
systems. Additionally, the a11ocated power investment
costs of all authorized power system facilities for which
Conaress has appropriated funas for construction and whi:h
wil~ be in service within the cost eva1uation perioc will
be inc1uded. The investment cost will include c:ons-:.ruc-:.ion
cost of the project as well as interest during c:onstruc~ior.,
~~~!-1'tpd usin.g -::he same rate a..s Qeu~ined in pc,ragraph 101.

1 . Replacemen~s. \future replacement c:osts will be in:luded in
repayment studies "by. adding the estimated capitcLl cost of -
re~i~=ement to the un~!ic Federa1 inve5~er.: in ~~ yea~
each replacenen~ is es~;n-Il.:ed to go in:t se:vic!;, and
adding it 'to the allowable unamortized investmen"i... The
capital .costs of each replacement is determined by
estimating the cost at current price levels of 'the new unit
of property, less salvage. if any, at the end o'f the service
life of the unit replaced. The al)owab1e unamortized
investment is deve)oped by adding each year's investment
as it goes into service and then deaucting each increment
of investment at the end.of its aliowable repayment period.
Replacemen'ts should be a.~counted for separately from theoriginal investment. .
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~~ Status of R~paym~nt. For any y!ar of a power system study, the
status of repayment can ~ determined by comparing the allowable
unamortized investment with th! unamortiz~d investment. For
every year that the unamortiz!d inves~ent is equal to or less
than the al1owab1e unamortiz~d investment, repayment is on or
ahead of schedule. If for any year the unamortiz~d invest~lnent
exceeds th~ allowabl~. th~ cost recovery criteria ar~ not being
met.

n. Con~ent ~nd F~~at of Power Repa-.,n~nt Study. Power repayment
studies for all pow~r systens shall be accompanied by a state-
ment of p~rtinent assumptions used in preparing the studies.
Further, 'there should be sutxnitted a schedule which wi11 show
significant changes as compar~d with the previous study and a
comparison of the previous forecast to actual performance for
the same period. The format of the power repayment studies
prepared by the PMAs will be expected to vary to some extent
due to differences in conditions among PMAs, e.g., some have
transmission systems, while others do not.

I_NT::R~ST RATE FORfo';ULA.

~. Ex~ept as otherwise provided by law, the 1nteres: r!te to be
used for c~puting interest during constru~t1on and interest on
~he unpaid balance"of the costs of F~der!l power fa:ilities. the
construction of whi-c:n: ~s int~i~ted after Septe!lber 3D, 1953,-
wnictl an fi-nanceC ~:h a~propriations and t~ c~- of -w!i'i::h is
prop~~ly ~110c~ted tc-cOItmer-=;al power d~velo~ent, shall be
the yield rate, as h~rein~fter provid~d in subpar~craph "b" of
this p~ragraph, during the fisc!.l year in which constru~tion is
ini~i!te:. Fo~ purposes of this ~r~;ra~h. the f!:ili:i~s for
which a separat~ in~erest rat! is established may be any of tne
following so long as repaym~nt periods are established forthen:

(1 ) .A. Federal reservoir or canal project which inciudes t:he
generation of eiectric power that is mark.eted by a ProIA and
which may a1so include transmission facil1ti~s constr~cted
during the .ame stage of construction;

(2) Any unit Dr s~parable: powe:r 'feature: or~roups of sucti units
of feature:s of such Fe:de:ra1 re:servoir Dr canal projec:'t~
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(3)
- Any s~parable featur~s or groups of featur~s of a F~deral

transmission system. including transmission lines,
substations. and appurt~nlDt faciliti~s, which are under
the administration of a PMA that are not considered a
part of a F~deral r~s~rvoir or canal project;

4) Annual increnents of investment in separable features or
groups of features of a Federal transmission system that
are placed in service during the same year~ or

(5) Replacements of or additions or betterments to power
facilities.

b Each fiscal year the Assistant Secretary for Conservation and
Renewable Energy will request the Secretary of the Treesury
to provide the computations made as of October 1 of the yield
rate for the preceding fiscal year. For purposes of this
paragraph. the yield rate is .the average yield during the
preceding fiscal year on interest-bearing mar~etable s~curities
of the United States which. at the time the computation is
made. have terms of 15 years or more rem!ining to maturity.
The av~rage yield shall be computed as the average durin; ~he
fiscal year of the da1ly bid prices.. Where the av~rage
yield so computed is .not a mul~iple of one-eighth of one
percent. the yield rate shall be the mu1tiple of onf-eigh~h of
.on.e ~eTTt nea~ 'to such !verage yield.

The Assistant Secret-ary sha11 annua1ly notify the PMAs of~he
yield rate for the current. fiscal year.

c.

12. COS7 RE=OVERY CRITERIA. Th~ CUTrent rates for a power system
will be 6oequ,te if, and only if, a pow~r repayment study indicates
tha~:

The expected revenues ar! at least sufficient to recover
annuAlly. except for a possible initia1 short transition
period:

A.
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All costs of operating and maintaining the power system
during the year in which such costs are incurred;
plus..-
The cost of. acquiring power through purchase and/IDr
exchange agreements. the costs for transmission services,
and other costs during the year in which such costs are
incurred; plus.

(3) Expensed interest on the unamortized investment in
Federal power facilities in the year for which the
interest charges are assessed, except that recovery of
the annual interest expense may be deferred in unusual
circumstances for short periods of time; plus,

(4) Interest and amortization of revenue bonds where P~~'s
are authorized to issue such bonds.

b. In addition to the recovery of the above costs on a year-by-
year basis. the expected revenues are at least sufficient
to recover:

( 1 ) Each dollar of power investment at Federal hydroele=tric
generating piants within SCJ yea~s after they become
revenue producing. except as otherwise provided by jaw:
plus.

'~
)l~ £a~ ~~1 i~remen: of fede~al trans~ission inves~~:

within the average service ltfe of su~ transmission
fa~lities or ~jthin a maximum of 50 years. whichever is
1 ess; p 1 us. '.-; -

.
(3)(icTne cost' of each repla:emen: of a unit of p~ooe~ty of 2-

Federal power system within its expected service life up
t.o a maximum of 50 years; plus.

(4) Each dollar of assisted irrigation investment within the
period established for the irrigation water use~s to
repay their share of construction costs;. plus.

(5) Other costs such as payments to basin funds, par't:;c;pating
projects or States. .--

..
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13. SUBMISSION.. Power system financial statements and power repayment
studies will be forwarded to the Assistant Secretary for Resource
Applications and shall be accompanied by a statement from the PMA
Administrator that the financial statements and power repayment
studies are in compliance with this order. Any deviation therefrom
shall be disclosed and justified. Copies of power system financial
statements and power repayment stud;-es wi 11 be provi ded for
policy guidance, evaluation of methodology, and compliance review,
and shall be delivered within 180 days of the close of the
applicable fiscal year.

FOR THE SECRn"ARY OF ENERGY

/"", )


