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Dear General McConnell:

We have completed our review of the accounts and accounting pro-

cedures for the Corps of Engineers projects included in the Federal _
Columbia River Power System (FCRPS) for the fiscal year ended June |
30, 1972, Our review, which included an evaluation of administrative ‘

ocedarea and controls, was directed toward determining the reason-
aDlERESo and propriety of the project financial statements submitted
by the North Pacific Division (NPD) to the Bonneville Power Adminis-
tration {BPA)} for consolidation and inclusion in the fiscal year 1972
FCRPS financial statements, The review included a detailed account
analysis of Walla Walla District projects and a general analyvsis of
projects in the Portland and Seattle Districts,

Although the administrative procedures and accounting conirols
generally were adequate, we found several discrepancies which we would
like to bring to your attention., The following matters were discussed
and informally resolved with District and Division personnel,

1. As noted in our May 5, 1972, letter to your office, relative
to our fiscal year 1971 FCRPS aaﬂz*, the Walla Walla District made
several errors in computing interest expensz on power plant-in-service.
These errors understated interest expense for the Little CGoose project
by $1,038,670 and for the Lower lonumental project by $1,333,503.

In revising the respective fiscal wvear 1972 project accounts for
the understatements, the District did not coxpute a £ull year's
intarest on the adjustments. Instead, the District recorded the
adjustments as of June 30, 1972, and only computed a half-year's inter-
est. As a result, the fiscal year 1972 interest expense was understated

as feollows:
Little Goose Project - $12,933

Lower Monumental Project - $16,6063
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Brigadier General Richard 3. McConnell -

2, The Walla Walla District made sevaral errors in the ailocation
parcentages applied to jeint powar accounts.
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Fiscal year 1971 - §21,314

Fiscal year 1972 - 331,995

3. he Walla Walla District also overallocated about 36.5 millio
to the power portiom of the construction work-in-progress account for
the Lower Granite project, This amount should have been allocated to
the navisation and recreation portions of the account,
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He susgested to the District Compiroller that the folders for each
District project contain accounting information indicating the make-up
of each account totzl presented in the financial statements. This
information would assist the supervvisors in reviewing the statements,
In a November 10, 1972, meeting, the District Comptrolier informad us
that this infokﬁe ion would be available during the fiszal year 1973
review,

4, The Portland District improperly included $1,277,957 of
intevest~during-construction as a reimbursable irvigation cost for six

s issued to BPA as early as possible,



projects, As discussed iIn last year's lztter concerning the Chief
Joseph project, interast on c¢osts allocated to irrigation is not repaid
to the U,5. Treasur

ted £o BPA,

5. Qur review af the Seattle District showad that fiscal year
1972 contingent liabilitiess of tne Libby Dam projec* were undn*stated
by about 321 million., The additional liab
related to contract work performed in fis ycar 1672 asd pri
thereto and therefore should have been included ih the fooinotes to
the fiscal year 1972 statements,
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After discussion of this matter with Seattle District and BPA
officials, the FCRPS financial statement footnotes were revised to
include the adjusted total,

A copy of thig letter is being sent to the Eng
and to the District Engineers at the Portland, Seat

Districts.,

ineer Comptroller
tle, and Walla Walla

We wish to acknowledge the courtesy and cooperation extended to
our representatives during tols review, Ve are also pleased to note
that adjustments were made for the findings presented in our iawv 5,
1972, letter. Your comnments and advice as to final action taken on
the preceding matters will be appreciated,

Sincerely yours,
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Philip A. Bevﬂstewn
DNezional lianager
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