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Dear Mr. Speakers:

Herewlth is our report on the audit of the United
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for the fiscal years ended June 30, 1956 and 1957.

This report includes comments and recommendations
on the allocation of estimated construction costs of
Faledn Dam Project. (See pages 3 to 5.) The report
comments also upon the status of other recommendations
included in our report to the Congress on the Unlted
States Section dated June %, 1956. (See pages 6 to 11.)

A copy of this report is being sent today to the
President of the Senate.

Compéroller Géneral
of the United States
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REPORT ON AUDIT
OF

UNITED STATES SECTION
INTERNATIONAL, BOUNDARY AND WATER COMMISSION
UNITED STATES AND MEXICO

DEPARTMENT OF STATE
FOR THE FISCAL YEARS ENDED JUNE 30, 1956 AND 1957

The General Accounting Office has made an audlt of the
UNITED STATES SECTION, INTERNATIONAL BOUNDARY AND WATER COMMISSION,
UNITED STATES AND MEXICO, for the fiscal yeérs ended June 30, ;956
and 1957. This audit was made pursuant to the Budget and Account-
ing Act, 1921 (31_U.S.C. 53), and the Accounting and Auditing Act
of 1950 (31 U,S.C, 67). The scope of the audit work performed is
‘deseribed on page 44 of this report,

GENERAL COMMENTS

The United States Section, International Boundary and Water
Commission, United States and Mexico (also referred to as Section
or és United Stétes Section), operates under the foreign policy
dlrection of the Department of Statg? This actlivity was created
by the treaty of March 1, 1889 (26 Stat, 1512), between the
United States and Mexico, with jurisdiction to examine and decide
questions arising on the fluvial boundary between‘the two coun-
tries growing out of changes in the bedsfbf the boundary streams,
works constructed in these streams, or any other cause affecting
the boundary. The Conmission's Jurisdiction was extended to the
overland boundary from El Paso, Texas, to‘the Pacific Ocean by the

Water Treaty of February 3, 1944 (59 Stat, 1219).



The United States Sectlon 1s headed by a Commissioner who is

- appointed by and serves at the pleasure of the President. The
United States Commissioner is responsible to the Secretary of
State in matters of bolicy. The headquarters office is located in
El Paso, Texas,‘and fleld offices have been established along the
United States-Mexicen borde;?) Appendix A contains additional in-
formation on the history and organization of phe United States Sec-
tion, ‘

'The financial statements in this report were prepared from
the records of the United States Section., Financial statements,
however, cannot be presented that show fairly the financial posi-
tion and results of water and power oPerations until (1) the al-

.location to purposes of estimated total construction costs for
Faledn Dam Project is finally resolved and the allocation to power
is approved by the Secretary of the Interior, in collaboration

with the Secretary of State and (2) the United States Section puts
Into effect certaln accounting and financlal policies regarding

the recording of costs, the distribution‘to power and nonpower pur-
poses of operation and maintenance expenses of joint features, and
interest on the Federal investment. Discussions on accounting and
financial policles appear on pages 35 through 38,

STATUS OF PRINCIPAL FINDINGS AND RECOMMENDATIONS
IN PREVIOUS REPORT

Our previous report to the Congress on the audit of the

United States Section for fiscal years 1954 and 1955 (B-125014

dated June 4, 1956) contained comments and recommendations relat-

ing to our findings., Our audit for fisecal yeafs 1956 and 1957



showed that certain of the findings and recommendations had not
been'completeiy or satisfactorlily resolved, The current status of
these findings and recommendations 1s summarized as follows:

1, Allocation of estimated construction costs
of Falcdén Dam Project to purposes

The Secretary of the Interior, in collaboration with the Sec-
retary of State€>1s authorized under the act of June 18, 1954 (68
Sfat. 255), to éllocate to the power purpose the capital invest-
meht in Faleén Dam and power plant. |

The project was substantially complefed'by November 1953, but
an allocation of construction costé‘to power was not approved by
the Secretary of the Interior, 1n'coliaboration with the Secretary
of State, and the.allocation to other project purposes was not
final at the completion of our current audit, The allocation re-
port”submiﬁted to the Bureau of Reclamatlon, Department of the In-

terior, 1n March 1955, was not approved because costs of Joint

L

features were omitted by the Section from the allocation to power,]

l1n a letter dated February 3, 1958, the Administrative Assistant

" Secretary of the Interior informed us that the interim power rate
schedule approved by the Federal Power Commlssion on December 28,
1956, for the sale of electric power from Falcén Dam, was based
on the maximum of revenue obtainable from a limited market and
not on the basis of rates required to recover the cost of power,
He stated that several years of operating experience may be re-
quired to form a firm basis for agreement between the Depart-
ments involved in the cost allocation process, This letter
stated also that on May 1, 1957, the Bureau of Reclamation ad-
vised the Secretary of State that it expects to utilize data and
power system experience in the determination of a proper alloga-
tion of costs. It was stated further that, until such time as ad-
ditional authorized upstream storage on the Rio Grande 1s planned
in detall or constructed, it is impossible to determine the ultl-
mate firm generating capacity of Faledn Dam and power plant.@



As stated below and in our previous report, allocations of
the total estimated construction costs to the United States of the
Falcéh Dam Project, prepared by the Unlited States Section and re-
ported to the Bureau of Reclamation, do not include all costs in-
curred on the project, and allocations of costs of joint features
to the extent appropriate have not been made to all purposes
served by the project, '

a. The total estimated construction cost to the United States
consldered for cost allocation purposes does not include
$574,053 (as adjusted from $603,000 since our previous au-
dit) for preliminary surveys and testing costs paid from
funds appropriated to’the United States Section for con-
struction of the Falcon Dam Project,

b, The allocation to power of the United States' total esti-
mated constructlon cost was based on only the direct costs
of specific power facllitles,

c. No portion of the total estimated construction cost to the
United States of the Falecdn Dam Project has been allocated
‘to irrigation, although reports of the United States Sec-
tion and testimony by officials of the Section before con-
gressional committees disclosed that considerable benefits
would be derived from the project by water users 1n the
Lower Valley in Texas.

At the completion of our field audit for fiscal years 1956
and 1957, action had not been taken regarding these matters. Ace
cordingly, we are repeating our recormendations in the previous re-
port on the Section to the Congress dated June 4, 1956, that (1)'
the United States Section include $574,053 for preliminary surveys
and testing costs as part of the total estimated construction cost
to the United States of the Faledn Dam Project, (2) the United
States make the allocation of the total estimated construction
cost of the Falcdn Dam Project so that each purpose will bear to

the extent appropriate a share of the costs of Joint features, and



(3) in thé:finai'éiiocatioh‘of'édéts of the Falcéh Dam Project, an
fappropfiate'pOﬁtidn'Qf thé posts?df,the project to the United
Staﬁes-be aildcéted td irr1géfi¢ﬁ;f:
 our current audit disclosed that certain additional costs,
~ such asiébéﬁé 6f §ﬁt1gf Work$fgﬁd:pensﬁbcks, resulting from the
" inclusion of hydfqélectfi¢ pdﬁér-fOr the Faledn Dam Project, were
not éllocatéd to_powen‘as dir¢¢t bowér ¢6sts; also‘ceftain'costé
of plané ahd spedifiéations‘a?e not“allocated to'project purposes,
We are recommendihg to the Unitedlstates Commissioner that these
costs be ailocated.appropriately.l

Comments on the allocation'report on total estimated construc-

tion cost are included on pages 14 to 23 of this report,

lpy letter dated January 10, 1958, the United States Commissioner

- advised us that it was the view of the Section that only addi-
tional costs incurred in construction of power facilities, over
and above costs of constructing the project without power, should
be allocated to power-and that, although he still believes that
this position 1s sound, he recognizes that there is also merit in
‘the views held by the General Accounting Office regarding alloca-
tions to power., Accordingly, he has, with the approval of the De-
partment of State, allocated additional amounts to power. He ad-
vised us, in November 1957 and January 1958, that the allocation
of construction costs was revised and that (a) preliminary sur-
veys and testing costs previously excluded from the allocatlon of
construction costs were allocated to flood control ($139,294) and
to power ($70,072); (b) a portion of the costs of Falcon Village
previously allocated to flood control ($236,985) was reallocated
to power; and (c¢) a portion of the costs of outlet works and pen-
stocks previously included in the flood control allocation
($47,256) was also reallocated to power. He.advised us also that

~additional amounts were included for interest during construction:
and that the allocations to power are necessarily tentative, pend- .
ing determination by the Secretary of the Interior in collabora-
tion with the Secretary of State,



2. Works on Lower Rio Grande Flood Control Project
‘not turned over to local iInterests
Tor operation and maintenance

. The Lower Rlo Grande Flood Contrbl ProJecéCaithin the Uhited'
States 1s operated and maintained by the United States Section at
Federaliéost, although substantial benefits are derived from the
proJect by local interestsgiDCosts to the United States Section of
bhe Commission for operating and maintaining the Lower Rio Grande
‘FloodrControl Project were $374,869 in fiscal year 1957 and
$302,324 in fiscal year 1956 compared with $203,034 and $268, 248
in fiscal years 1955 and 1954, respect:!.vely.cj

In our_previous report to the Congress, we pOihted out that
eXisting flood control law provides generally that local flood pro-
téctionrworks constructed by the Fedefal Government be operated
and maintained by and at the cost of local interests., The projecf |
was authorized for construction by an exchange of notes in 1932
between the Unlted States and Mexlco, each country agreeing to per-

s form work within its own border at its own expense. Under the act
of August 19, 1935 (22 U.S.C. 277-277d), the President is author-
1zed to‘transfer responslbility to local interests for operation
and maintenance of this project, wilth continuing‘supervision by
the United States Commissioner., We were informed by the Commis-
sioner thét trénsfer of these works for operation and maintenance
by local interests would not be practicable .because satisféctory
guarantees for contlinued operation and maintenance by such local
interests could not be given and that the International character

of the project requires uninterrupted operation and maihtenahce.



3. Costs of operating and maintaining
sanltation projects

. The United States Section has negotiated an agreement with
the city of Douglas, Arizona, which provides that the clty will
bear annually the lesser of"$4,500 or 75 percent of the annual op-
eration and maintenance costs of the Douglas-Agua Prieta Sanita-
tion Project that are allocated to the United States by an agree-
ment with Mexico that is yet to be consummated,

The effect of the agreement with the city of Douglas is to
obligate the Federal Government, in perpefuity, to pay part of the
cost of opefating and maintaining the sewage treatment plant con-
structed for the benefit of, and without cost to, the clty of
pbuglas. Pending execution of the agreement between the United
States and Mexico, such coétg are borne now entirely by the city
‘of Douglas,

An agreement similar to that with the c¢ity of Douglas, Arl-
zona, was 1n process of being negotlated with the city of Nogales,
Arizona, at the time of our audit for the fiscal years 1954 and
1955. .

In our previous report to the Congress dated June U4, 1956, we
recommended that, 1f the Commission assumes responsibility for op-
erating and maintaining these projects, the United States Section
should obtain full reimbursement from the cities of Douglas and
Nogales, Arizona, for their share of the costs of operating and
maintaining the projects, '

Our audit for fiscal years 1956 and 1957 disclosed that the
United States Section entered}into an agreement with the city of



Nogales, Arizona, on January 21, 1957. Under this agreement, the
city will assume all the annual operation and maintenance costs of
the‘Nogales Sanitation Project that are allocated to the United
States,‘provided an agreemént is reached between Mexico and the
Unlted States for the allocation of costs for operation and mainte-
nance of the projeét. An amendatory contract that would give ef-
fect to the recommendation in our previous report, however, has
not been executed with the city of Douglas, Arizona, to provide
for thé city to bear the entire cost eventually allocated to the
United States for operation and maintenance of the sanitation
proJect.1
L4, Transfer of responsibility for maintainin

the western Iang boundary fence

- In our previous report to the Congress, we pointed out that

the construction and maintenance of the western land boundary
fence were not pursued with vigor and work on construction had not
been done by the Section since 1951, Also, funds had not been pro-
vided to the United States Section to maintain the fence and it
was not in good repalr in many places, |

The primary purpose of the fence 1s to control livestock move-

ment across the border to protect American livestock from diseases

11n a letter dated January 10, 1958, the United States Commils-
sioner informed us that the United States Section has endeavored
to negotiate an amendatory contract with the city of Douglas sub-
stantially on the same terms as the contract with the city of
Nogales. He stated, however, that the city of Douglas prefers to
defer consideration of an amendatory contract pending the outcome
of studles and investigations being made by the two Sections of
the Commission, at the direction of the respective Governments,
to determine the necessity of expansion of the sewage treatment
plant.



carried b&lénimals from Mexico. The fence serves the further pur-
pose of control of human traffic and smuggling. ”

We stated that the Congress may wish to review the authoriZa-
tion to the United States Section fbr construction and maintenance
of the'fehce-and, ir Justifiéd, to assign the responsibllity for
1ts construction and maintenance to a Federal agency more directly
concerned with fesponsibilities for its purposes.
| - OQur current audit disclosed that fﬁnds had not been provided
to the Unlted States Secﬁion for fiscal yéars 1956 and 1957 for
- the maintenance of the fence. The Commission, however, had
reached an informal agreement with the Immigration and Naturaliza-
tion Service, Department of Justice, for transfer to that agency
of maintenance of all chain—link fence constructed by the United
States Section. Discussions are belng carried on with the Agricul-
tural Research Service (formerly the Bureau of Animal Industry, Ag-
ricultural Research Administration), Department of Agriculture, .
which are expected to result in transfer to that agency of the re-
sponsibiliﬁy for maintenance of the ranch-type fence constructed
by the Section.

5. Settlement with Imperial Irrigation District .-
of" California

The act of September 2, 1950 (64 Stat. 576), authorized a
credit to the Imperial Irrigation District of California, for ap-
plication against annual payments due from the disfrict under a
repayment contract with the United States, in an amount not gréater
than 80 percent of the costs incurred by the district 1n construct-

ing, operating, and maintaining flood protection works located 1in,

/

9



along, or adjacent to the Colorado River in Arizona, California,
and Lower California, Mexico, not to exceed $3,000,000, The
United States Commissioner of the International Boundary and Water
Commission, United States and Mexico, was deslignated by the act to
determine the amount of the credit to be given to the Imperial Ir-
rigation District. |

On February 1, 1954, the United States Commissioner, in a re-
port to the Secretary of State, found that a credit of $3,000,000
to the Imperial Irrigation District of California would be equita-
ble under the act., In our previous report on the Unlted States
Sectionﬁto<theCongress, we stated that credit to the Imperial Ir-
rigation District had been withheld pending the district's submis-
sion of evidence of title and a quitclaim deed granting to the
United States a right-of-way on certain levee works in California,
The Assistanﬁ Secretary of the Interior notified the Board of Di-
rectofs, Imperial Irrigation District, on April 12, 1957, that the
 tit1e of coﬁveyance was examined and found to be valid, and pur-
sﬁant to the act of'September 2, 1950, credit of $3,000,000 was
valloweds

6. Weaknesses and deficiencies
in procedures and internal controls

In our previous report to the Congress dated June 4, 1956, we
pointed out certain weaknesses and deficiencies 1in procedures and
internal coﬁtrols of the United States Sectlon whlch we had re-
ported to the United States Commissioner on September 23, 1955, as
a result of our fiscal years 1954 and 1955 audit. Our audit for

fiscal years 1956 and 1957 disclosed that many recommendations

10



included in the report were adopted by the Commission and that ac-

tion taken included the following:

Q.

b.

Thirty-one vehlicles and other articles of property, with
an acquisition cost of about $97,700, were surveyed and
were elther sold or declared to GSA as excess to the Sec-
tion's needs,

Managerlal control was strengthened and accounting proce-
dures were corrected for various functions found to be de-
ficlent during our previous audit; namely, revenue collec-
tions, storekeeping for warehouse stock and nonexpendable
property, repalr of vehicles, purchasing, and work order
controls,

One position (paying $5,510 annually) was discontinued at
Harlingen, Texas, by transferring the accounting function
of that office to the headquarters office in El1 Paso,
Texas, Administrative functions, however, are still per-
formed at Harlingen,

Certain of the recommendations, however, were accepted 6n1y

partially. These included the recommendations that general office

engineering and administrative expenses be distributed to benefit-

ing proJects; instead of transferring such expenses to nonreim-

bursable costs, and that certain preliminary survey and investi-

gation costs recorded as nonreimbursable be transferred to the

proper accounts, For further discussion of these matters, see

pages 34 and 35.

11

-



ALLOCATION OF ESTIMATED TOTAL CONSTRUCTION COSTS
: 4
9] 0 0 A P P

' The allocation of construction costs of multiple-purpose proj-
écts to purposes 1s the division of the costs into amounts consid-
ered equlitable to charge to each of the project purposes. The al-

‘1ocatlons are 1mpor£ant because (1) the charges to beneficlaries
for power services of the project are determined om the baslsAof
the costs incurred and allocated to power and (2) an evaluation of
costs to benefits of other purposes 1s not possible without an al-
locatlon of the costs to purposes served. The falrness in the re-

‘portlng on financlal adminlsgtration and on the flnahclal results

from operations is dependent upon the reasonableness of the dlloca-

tions.

HRO OF RECL 10
i) M AND POWER PL

The act of June 18, 1954 (68 Stat. 255), authorized the Secre-
tary of the Interior to transmit and market electric power and en-
ergy generated at Falcon Dam which is made avallable to the United
States and not required in the operation of the broJect., In col-
laboration with the Secretary of State, the Secretary of the In-
terior was authorized also to allocate the capiltal investment at
Falcon Dam to power and to draw rate schedules having regard}for
the recovery of costs. By Secretarial Order No. 2765, dated
July 30, 1954, the Secretary of the Interior delegated to the Bu-
reau of Reclamation the duties of marketing Falcgh Dam power and

energy.



The Bureau of BReclamation is dependent upbn the United States
Section}for basic information relating to the power investment of
the‘United States 1n the project, 1lncluding interest during con-
struction. In the early paft of fiscal year 1955, the Bureau re-
quested a report om the allocation to purposes of total‘estimated
construétion costs énd other project information needed to draw
power fate schedules and prepare rate and repayment analyses 1in
connegtlon‘with marketing the power and energy from Falcon Dam
Project.

In March 1955 the United States Sectionm submitted a report to
the Bureau on the allocatlon to purposes of estlmatéd total con-
struction costs of Falcon Dam Project. The allocation made ﬁo
power was not approved by the Bureau because cdsts of Joint fea-
turés were omitted from the allocation.

The project was substantlally completed by November 1953, but
an allocathn of construction costs to power had not been approved
by the Secretary of the Interlor, in collaboration with the Secre-
tary of State, and the aliocation to othgr purposes was not final
at the completion of our current sudit.

Until the allocatlon to purposes of the total estimated con-
struction costs of the Falcoh Dam Project lé finally resolved and
‘the allocation to power is approved'by the Secretary of the Inte-
rior, in collaboration with the Secretary of State, we wlill not be
able to make an adequate evaluation of the status of -repaymeut and

the sufficlency of power rateso.

13
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did wot include costs totaling about $603,000 for preliminary sur-
veys and testing financed from the counstruction appropriations,
Theée costs, which were adjusted to $574,053 by the Section since
the previous au&ita were iﬁcufred for the most part prior to the
sélection of the Falecoh Dam site and were omittea}from the total
estimated comstruction cost to the Unlted States féported to the
Bureau of Réclamatlon because the United States Sect@on did not
consider them to be part of the costs applicable to the project.
Certain of the costs involved work of the Bureau of Reclamatiom
primarily forvdeveloplng cost estimates, determining the plan of
consﬁructlon, and the plans and specifications. We agree that
certaln costs incurred in the prellmlnary stages of the planning
of a project may not be directly related to the project as finally
plaﬁned; However, we believe that all preliminary survey and teste-
ing costs difectly for or allocable to a specific project that is
constructed are as essential to that project as the resulting

plans and specificatiouns and should be included as a part of the

cost of the constructed project.

Allocatiouns of the United States total estimated coustruction
costs to power, as reported to the Bureau of Reclamation, are
based only on the direct costs of speciflic power facilitles plus a
computed amount for interest during coustruction. No portionm of
the cost of joint faclilities of the project was allocated to powers
Moreover, the United States Section had not allocated in the re-
poft of March 1955 the toéal estimated construction cost to the

15



Unlted States of the Falcdn Dam Project to all purposes served by
the project.

The 1eglslat1vé background of the Falcén Dam Project was
clted by the Unlited States Sectiom as the basis for allocating
only the cost of specific power faclilities to power. The Falcdn
Dam ProJect was authorized by the Water Treaty of.1944 with Meiico
(59 Stat. 1219) as a storage dam and reservoilr for the purposes |
of comserving, storing, and regulating the waters of the Rio
Grande, The treaty itself did mnot authorize the construction of
hydroelectric power plants as part of the project, but it did pro-
vide thét the joint Commission "ghall study, investigate and pre-
pare plané for plants for generating hydroelectric energy whiéh it
may be feasible to construct at the international storage dams on -
the Rio Grande." In Minute No. 192; dated September 7, 1949, the
Joint Commlséion approved, subject to the final approval of the
two Goveruments, the incluslon of hydroelectrlc.generatlng plants
in the construction plan for the Falcdn Dam Project. The Congress
aﬁthorized the Joiht‘development of hydroelectric power at Falcdn
Dam in the act of October 5, 1949 (63 Stat. 701). Designs and
speciflcatlohs prepared during the initial planning by the Bureau
of Reclamation, énd the initilal appropriations made by the Con-
gress for construction of the project, provided for a multiple=
purpose proJect.whlch 1ncluéed hydroelectric power features.

On May 1, 1957, in answer to a letter from the Department of
State dated April 16, 1957, which cited the legislative backgroﬁnd

of Falcdn Dam Project as a basis for allocating only specific

16



power facllities costs to power, the Acting Commissioner, Bureau
. of Reclamation, stated that: -
waEE Oup consilderation of the proJect's legislative his-
tory %##% leads us to conclude that the law is broad

enough to cover the incluslion of a share of joint costs

in the allocation to power commensurate with the value

of the power."

The Water Treaty of 1944 provided that the Falcon Dam Project
construction costs were to be divided 58,6 percent to the United
States and 41.4 percent to Mexlico for the dam and 50 percent to
each country for the power plantse On this basis, the estimated

constructlion costs were divided as follows:

Divlsion of | Dem and power
' - : Dam Pover plantg Rlents -
United States: ' -

Dam--58,6 percent $19,576,500 $ - $19,576,500 .
Power-~50 perceunt - . _64329,000 é,ggg,gog
Total 19,576,500 6,329,000 25,905,500
‘Mexico:‘ | ' ‘ '
Dam~--41.4 percent 13,830,500 - 13,830,500
Power--50 percent - 6,329,000 6,329,000
Total =~ . 13,830,500 6,329,000 20,159,500
Total $§3!h072000 $12,6§8,000 $h6!0652000

The estimated construction costs of the Falcon Dam Project for the
above division of costs were prepared by the Bureau of Reclamatiom
and were approved in Minute 192 of the Commission dated Septem-
ber 7, 1949, |

The estimates prepared by the Bureau are ghown by components,

as follows:

17



Dam Dam and power

Components of (cost ex- plants (cost
estimated costs gluding power) with power) Increese
Earth dem $11,190,000  $10,950,000 § —240,000
Spillway 15,585,000 14,710,000 —875,000
Outlet works:
United States 3,162,000 1,536,000 1,374,000
Mexico 3,470,000 5,110,000 1,640,000

Power structures and
equlpment:

United States - 5,206,000 5,206,000
Mexico = ha553,000 5:553,000
Total $§3,h0?,000 $46,065,000 $12,658,000

This estimate served as the baslis, as developed in Minute No. 192,
for dividing the costs of the project between the United States
and Mexico, By approving Minute No. 192 the two Go#ernments ap-
proved the division of costs, and the two Sectlions of the Commls-
gion then proceeded to make the allocations of work items on the
basis of the quantities and unit prices used in the estimates, ir-
respective of whether the particular items were for construction
bf the dam or for construction of power facilities.,

In addition to excluding the cost of joint facilities (e.g.,
the dam and appurtéﬁant works) for consideration in the allocation
to the power purpose, certain additional costs resultiung from the
incluslion of power in the Falcdn Pam Project were omitted from the
allocation to power reported to the Bureau of Reclamation. In the
March 1955 report to the Bureau, the Section did not include in
the allocation to power all additional costs, such as costs of the
outlet works aund penstocks, resulting from lncluslion of power 1n
’the Falcon Dam Project. |

The United States Section 2lso had not allocated any pért of

the total estimated comstruction cost to the United States of the

18



Falcon Dém_ProJect to irrigation., Testimony glven by United States
Section offléials end dlscussions of the Faledn Dam Project before
the Subcommittees of the Committees on Approprlations ofythe House
of Representatives and the United States Senate disclosed that the
project would result in considerable benefits to irrigation in-
‘terests in the Lower Valley in Texas. Officlals of the United
States Sectlon testified that the construction of the Falcon Dam
Project, in conjunction with other works contemplafed by the Water
Treaty of 1944, would obviate the need for certain major features
of the Valley Gravity Canal and Storage Project. This project had
previously been proposed by the Bureau of Reclamatibn and author-
ized for coumnstruction under the Interior Department Appropriation‘
Act, 1942 (55 Stat. 303), primarily as an irrigation project. As
sucﬁg if the project had been coustructed, a portion of the con-
struction costs would have been repald to the Federal Government
by the water users., Discussions of the Falcdn Dam Project dis-
closed that members of the cougressional committees considered the
Uhited Stateé to bé‘obligated to comstruct the project under the
terms of the Water Treaty of 1944 with. Mexico, and_the Congress
did not require any portion of the Unlted States share of the con-
structlion cost of the project to be repaid by the water users.

The United States share of water released through Falcon Dam
is for irrigation purposes primarily and only incidentally for
power. The United States water releases eapproximated 1,300,000
acre-feet in fiscal year 1956 and 464,000 acre-feet in fiscal ygar
1957, A shortage of water im fiscal year 1957 accounted for the

reduction in the number of acre»feet releaged, Except durlng
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flood conditions, all releases are based upon the request of the
Speclal Water Master for the Lower Valley who is responsible to
a district court of Hidalgo County, Texas, to see that the water
required and available is feleased for irrigation purposes. Until
October 1956, the Board of Water Engineers, State of Texas, was
responsible for reqﬁesting water releases. Before Félcdb Dam was
constructed, the unrégulated flow did not provide a dependable o
source of water for irrigation purposes. The construction of
Falcon Dam, however, made posslible releases of water for the spe-
cific needs of the irrigation interests, except during periods of
water shortages. |

In a letter dated November 16, 1955, the United States Com-
missloner advised us that allocation to irrigation of an appropri-
ate‘port;on of comnstruction costs to the United States is a matter‘
for determination by the Congress. He stated that the legislative
history of the Faledén Dam Project shows that, while the Congress
gave conslderation to allocation to irrigation of a portion of the
project costs, no such allocation was made, and the projlect was
therefore bullt and has been placed in operation on that basls.l

In additlion to not allocating certain costs to power and irri-
gation, as shown above, the March 1955 allocation report submitted
‘to the Bureau showed only a part (about $1,100,000) of the cost of
plans and specifications as allocated to purposes served by the
project. Costs of plans and specification in the amount of

$1,057,818. were classified in the allocation report as "Other."

1In a letter dated January 10, 1958, the United States Commissioner
relterated this posltiom.
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We were informed by off1c1a1s of the United States Section that

the $1,057,818 represents the cost of plans and specificatlions pro-
rated as applicable to the Mexican side of the project and there-
fore is not a cost of the pquect to the United States Sectlom,

In Minute 190, dated August 13, 1948, the United States and Mex-
ican Sections agreed that the provisions of article 5 of the Water
Treaty of 1944 relating to the proration of construction costs be-
tween the two Governmeunts could besf be effected, and comstruction
of the project could best be expedited, by allocating comstructiom
work ltems to each Sectlion on the basis of estimated projlect costs
to be financed by each Government. Under provisions of Minute 190,
the preparation of all plans and speciflicatlons for the project
was assigned to the United States Sectlom. Reimbursement to the
United States for the cost of plans and specifications that apply
to the Mexlican part of the project was mnot authorized by the min-
ute or any subsequent agreement. The Bureau of Reclamatlon pre-
péred the plans and specificatlions for the United States Sectlom
at a cost of about §$2,200,000,

In view of the agreement, the total cost of the work items as-
signed and apportioned to the United States Sectlon should be the
basis for the allocation to purposes of the estimated cost of the
‘United States of the Falcdn Dam Project.

commen ion

Becommendation to the
United States Commissioner

In our previous report to the Congress, we recommended that
the allocation (1) include $603,000 of costs for investigatlons

and surveys (amount adjusted by the United States Sectlion since
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the previéus audit to $574,053), (2) of a share of the joint costs
be made to each purpose served to the extent appropriate, and (3)
of én appropriate share of the project costs be made to the irriga-
tion purpose. Our audit fdr fiscal years 1956 and 1957 disclosed
that the sltuation relating to the allocatlon of total estimated
conétruction-costs énd the allocation to purposes has remained un-
changed, Accordingly, the recommendatlons in our previous report
are repeated, as follows:

1. We believe that costs incurred in investligating,
surveying, and testing prospective dam sites should be
included as part of the total comnstruction cost in the
project. Costs incurred for work of thls mature are as
essential to the construction of the project as are
costs incurred for materials and labor used in the erec-
tion of the dam,.

We therefore recommend that the United States Sec-
tion include the amount of $603,000 ($574,053 at June 30,
1957) of costs for investigatlions and surveys paid from
funds appropriated for construction of Falcon Dam Proj-
ect so0 that these costs are considered as a part of the
total comstruction costs for allocation to purposese.

2. The allocation of total comstruction cost of Fed-
eral water resource projects to purposes is important 1in
determining project costs to be repaild to the Unlted
States.

We recommend that the United States Sectlon make
the allocation to purposes qf the total estimated con-
struction costs of the Falcon Dam Project so that each
purpose will bear to the extent approprliate a share of
the Jjoint costs.

3. We believe that costs of Federal water resource
development projects should be allocated to all purposes
benefiting from the projects, irrespective of the provi-
siong made for repayment of project costs.

We therefore recommeud that, in the final a%looa-
tion of the total counstruction costs of the Falcou Dam
Project, an appropriate portion of the cost of the proj-
ect to the United States be allocated to irrigatlon.
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‘We recommend also that:

1, All additional costs, such as costs of outlet
. works and penstocks, less any savings ln costs resulting
from the approved inclusion of hydroelectrlc power for

Falcon Dam Project by Commisslon Minute 192, be allo-~
cated to power., ,

2. The costs of plans and speciflcations prorated
as applicable to Mexlco and classified as "Other” in the
allocatlion report be allocated approprlately to purposes.



REPAYMENT OF CONSTRUCTION COSTS

ALLOCATED TO RBREIMBURSABLE PURPOSES

Legislation for marketing electricity produced for the
United States at.Fa;céh Dam provides for recovery of the Federal
investment allocated to power. Under the act of June 18, 1954
(68 stat. 255), power rates shall be drawn:

"##&% having regard to the recovery *#*#* of the cost of

producing and transmitting such electric energy, in-

cluding the amortization of the capital investment
allocated to power by the Secretary /of the Interior/,

in collaboration with the Secretary of State, over a
reasonable period of years."

An administrative policy has been established by the Department of
the Interiof for repayment of construction costs allocated to com-
merdiallpower within 50 years from the date the facilities are
placed 1n service. As applied by the Department, commercial power
refers to electricity salable to other than project irrigation dis-
tricts for irrigation pumping. Electricity produced at Falcon Dam
for sale by the United States is not sold to project irrigation
districts. |
At June 30, 1957, the total estimated construétion costs, in-

cludingvinterest during construcﬁlon, allocated to power totaled
$6,220,909 for Falcdn Dam Project. (See p. 14.)

" As power marketing agent for Falcdén Dam Project, the Bureau
of Reclamation has prepared a "Financial Analysis of Falcdn Proj-
ect," dated August 16, 1956, showing the.anticipated revenues and

estimated expenses including operation and maintenance expenses,

24



provision for replacements, and marketing expenses. The report
shows that antic;pated revenues are sufficlient to recover expenses,
excluding interest 6n the inve;tment. The repayment of the net
Federal investment in power, however, was not included in the re-
port because the allocation to purpbses of the estimated total con~
struction costs of the project to the United States 1s not final-
1zed and the allocation to power has not been approved by the Sec-
retary of the Interior, in éoliaboration with the Secretary of

'State.
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ELECTRIC PLANT CONSTRUCTION AND OPERATION-.

' Faleon Dam is located om the Rio Grande about 130 miles up-
stream frbm Brownsville, Texas (Matamoras, Tamaulipas, Mexico),
and about 75 miles downstream from Laredo, Texas (Nuevo lLaredo,
Tamaulipas, Mexico). The dam 1s 26,294 feet long (about 5 miles)
and has a maximum height of 150 feet. When filled to 1ts.capacity
of 4,085,000 acre-feet of water, the reservolr is about 60 miles
long and 11 miles wide. |

Two power plants, one.on each side of the river, are ldenti-

\cal in equipment and generating capaclty and are owned by the
~ Unlited States and Mexlco, respectively. The total imstalled ca-
pacity of the two power plants is 63,000 kilowatts. Each power
plant, aithough interconnected for transfer of electric emergy
from one to the other, has a centralized control room with separate
and independent facilities. The geuneration from the two power |
plants 1s combined and the total combined generation 1s divided
equally between the United States and Mexico. From the United
States share of the total‘generation9 deductions are made for sta=
tion and local use and one half of total transmission losses, The
remaining United States portion of the emnergy generated is avall-
able for delivery to the Bureau of Reclamation.

Construction of Faledn Dam and power plant was started in
December 1950 and was substantially completed by November 1953.
Construction costs recorded by the United States Sectlom for
Falcén Dam and power plant at June 30, 1957, were $34,348,295.

Tﬁe 1nstaliation and testing of the geumerating units in the power
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Plants were completed during the early part of fiscal year 1955,
and the first gemerator was placed in commercial operation Oc-
tober 11, 1954,
MAEKETING OPERATIONS

An interim power comtract was executed under date of Oc-
tober 1, 1954, betwéen the Bureau of Reclamation and the Central
Power and Light Company of Corpus Christi, Texas, providing theréin
for sale of all power and emergy available %o the United States
not required in the operatiom of Falcdh Dam during the period Oc-
tover 1, 1954, through June 30, 1955. The contract remained in
force by supplement until Aprilv30, 1957. Energy was charged at
the rate of 2.7 mills per kilowatt-hour, and all deliveries were
classed as dump energy service. Accﬁrding to officials of the
Unltéd States Sectlion, other types of power service were not them
avallable for sale because of the arrangements for releasing water
at Falcdn Dam. |

Except during flood conditions, United States water reieases
afe based on the requirements of irrigators below the dam as com-
municated to the Special Water Master of Hidalgo County Court,
Texas. He in turn advises the United States Section’s office at
Faledn Dam, and water 1s released to suit these requirements. The
demands of downstream water users take priority over all other
uses of water in the Falcdn Reservoir inm keeping with paragraph (o)
of the Semate Resolution of April 18, 1945 (59 Stat. 1265), rati-
fying the Water Tréaty of 1944, Paragraph (c¢) provides:

"That nothing contaiuned iwm the treaty or protocol
shall be construed as authorizing the Secretary of State
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of the Unlted States, the Commissioner of the United

States Section of the International Boundary and Water

Commission, or the United States Section of said Com-

- mission, directly or indirectly to alter or control the
distribution of water to users within the territorial

limits of any of the individual States.”

The water 1ls discharged through the gemnerators of Faledn Dam
power plants, to the extent of capacity, and through supplemental
tunnels should the requirements exceed the power plant capaclity.

As a means of deriving some salable peaking capacityl from
the United States power capacity at Faledn Dam, Minute 205 dated
May 21, 1956,was approved and adopted by the United States and
Mexican Sections, providing for the release of water belonging to.
Mexico for the purpose of gemnerating power when such release 1is
not required for the irrigation interests in the Lower Valley. The
Mexlcan Section can capture the waier in downstream Mexican reser- .
volirs for release when needed by that country. The use of Mexican
water for power purboses permits the United States Section to'de-
liver some peaking bower. ‘A power contract based on the mewly
available service was executed on April 30, 1957, with thé Central
Power and Light Company effective for the period May 1, 1957, to
December 28, 1961,

The charges under the formér contract were 2.7 mills per
kilowatt-hour. The charges under the newly executed contract are

1.75 mills per kilowatt-hour for the firét 00 hours times the
billlng demand and 1 mill per kilowatt-hour for the balance of

1Capacity made available to assist a customer in meeting that por-
tion of peak load which is above base load.
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energy, plus'an annual charge of $15 per kilowatt. The annual kil-
ovatt chafge; however,_is subJect to reduction in the evént power
production is curtailed because of lack of water., The rate sched=-
ule (R5-S2) used in the contract of April 30, 1957, with Central
Power and Light Company is shown in appéndix B.

The rate schedule provides that the peaking capacity charge
will be paid in October of each year. As of June 30, 1957, the
Section had poténtial earnings of $12,500, for the period June 11
through June 30, 1957, representing two thirds of the average
monthly peaking capaclty earnings of $18,750. Because earnings of
- $12,500 are potential at June 30, 1957, they are not shown in the
financial statements for fiscal year 1957.

FINANCIAL RESULTS FROM POWER OPERATIONS

Since the power plants were placed in commercial operation in
October 1954, the United States Section through June 30, 1957, de=-
rived power revenues of $495,653 and incurred operating'expenses,
1nc1uding depreciation, totaling $724,846. Financial results from
power operations for the fiscal years 1957 and 1956, based on the
accounts of the Section, are shown as schedule 2. (See p. 49.)

Results of power operations are summarized as followss

Fiscal year
1957 1956~  Increase

Operating revenues:

Sales of electric energy $_ 47,138 $199,410 —$152,272
Operation and maintenance expenses 85,045 81,523 3,522
Multiple=-purpose expenses distrib-

uted to power 31,635 31,406 229
Provision for depreciation 156,148 155,145 1,003
Total operating expenses 272,828 268,074 4,754

Net loss for the fiscal
year exclusive of Interest
on investment allocable to

power $225,690 $_68,664 $157,025
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The increase in the met loss for fiscal year 1957 is largely at-
tributable to the decrease in revenues resulting from unfavorable
water conditions.

Included in the $225,69O net loss from power opérations for
fiscal year 1957 and $68,664 net loss for fiscal year 1956 are
'$156,lb7 énd‘$155,1h5, respectively, for depreciation charged by
the Section. Thevdistribution of these charges between power aﬁd
nonpower purposes has been made by the Section on the basis of
power plant in service costs and certain plant in service assets
considered by the Sectldn to bénefit power., Until the allocatiom
to power is made properly and is firm (see pp. 12 through 23) and.
certain accounting and financial policles have been put into ef-
fect, financial statements cammot be presented that show fairly
the financial position and results of operations of the Falcdh Dam
Project (see pp. 33 through 38).
ENERGY_PRODUCTION AND DISPOSITION

The electric energy gemerated and interchanged and the dispo-
sition expressed in thousands of kilowatt hours, for fiscal years

1957 and 1956, are summarized as follows:

1937 Decrease
Gross generation:
United States plant 25,807 77,142 51,335
Mexican plant 25,748 725,907 50,159
Total 51,555 153,049 101,494
Less Mexico's share of gross generationm 25,809 26,524 90,718
United States' share of gross gemeration 25,746 76,525 50,779
Interchange-in . 328 - =328
Total . : 26,074 26,525 50,451
Less:
Station service use ) 955 ) 920 - -33
Camp use 859 883 2
Station losses 751 866 115
Interchange-out 328 = -
' 2,893 2,669 =224
Sales to Central Power and Light Company
for account of United States Sectiom 23,181 23,856 _50,675
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The deérease in amount of power'generated in fiscal year 1957 is

due to unfavorable water conditions.

LEASING OF FALCON RESERVOIR LANDS

In our_prevlous report to the Congress, we pointed out that
the Uhitéd'Statés SectiOn had 1h the past executed temporary leases
with some former landowners who wanted to farm and graze livestock
on lands acquired by the Govermmeut for Falcon Reservoir and that
action was not takem by the Section to remew the leases when they
expired. The matter was brought to the attention of the United
States Commissiomer who 1nformed us that he would take action to
execute leases, licenses; or permits with individuals usiﬁg these
lands., .

Beginnlng in July 1956, certain Falcéﬁ_Beservoir lands were
leased tb the former owners, and at Jumne 30, 1957, there were umder
lease 19,625 acres of an available total of 23,939 acres. For fis-
cal year 1958,’the approved budget included a speciflc request for |
funds to administer the Falcén Reservoir leasing program, |

Charges of 5 ceuts an acre with a minimum of $25 per lease
were established by the Unlited States Seétion pursuant to policy
set forth in a Department of State memorandum on “Taking of lands
at Faledn Dam," dated May 15, 1953. The memorandum provides that
'1ands are-to be leased to former owners at a nominal fee sufficlent
to provide revenues to meet the expenses of drawing and processing
leases and inspecting the lands to see that terms of the leases
are complied with,

The reﬁeﬁue from the leases totaied $3,322 during fiscal year
1957. However,'the total expenseé during fiscal year 1957 apply=-

ing to the Falcéﬁ Reservoir leasiung program could mot be determined
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from the'finén¢1a1'records'bécausé the costs of drawing and proc-
‘essingyleases'and'administering lease provisions were not recorded
separately from ﬁeadduartérs administrative expenses and operation
and maintenance expénses.of'Falcéh Dam Project.

We discussed the matter with the United States Commissioner
and suggésted that'fotal annual costs to the Uhited‘States for
lleasing lands at Falcéh Reservoir be ascertained so that the Sed—
tion can determine and establlish rates adequate to cover the cost

to the Govermment of the leasing program at Falcdn Reservoir.l

lIn the letter of January 10, 1958, the Unlted States Commissiomer
informed us that when the leasing programbecomes stablilized the
revenues are expected to be sufficiemt to cover the cost to the
Government of administering the program.
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ACCOUNTING AND FINANCIAL POLICIES

DEVhLOPMENT OF ACCOUNTING SYSTEM

The accountlng system in use by the United States Section is
.based on recognized accounting princlples with the_accounts for
,poﬁer_operations ma;ntaihed to thg extent practicable in accord-
ance with the uniform'systém of accounts prescribed for public
utilities by the Federal Power Commission under the Federal Power
Act (16 U.S.C. 825b). This system was developed jointly by rep-
resentatives of the Office of Budget and Finance, Department of
State, the United States Section, and the General Accounting Of-
fice. The conversion to the revised system was completed in
March 1952. The new system is designed to provide management with
meaningful data for reviewing operations and to provide a real=
istic and 1nformat1ve budget presentation to the Congress. The
principles, procedures, and policles set forth in the Section's
accountlng manual were given approval by the General Accounting
O0ffice in January 1953.

The system of the Sectlon is based on accrual accounting and
distingulshes between capital and revenue expenditures. Capital
expendlitures are charged to fixed asset accounts,and revenue ex-
penditures are charged to operations. A work order system has
been prescrlﬁed for accumulating costs incurred for each kind of
project work,

COST ACCOUNTING PRACTICES

Costs of administrative and other services rendered by}other
Federal agencies that benefit projects of the Unlted States Sec-

tion are not borne by the Section when not assignable to projects
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pursuant to iaw'or adminiétrativé policy. These services include
rentals and other services furnished without charge by the Gen-
eral Services Administration and cher Federal agencies, death and
disability claims on account of Section employees paid by the Bue-
reau Qf Employees"' Compensation,‘Department of Labér, and amounts
.applléable to the Section's operations of the cost of the Civil
‘»Servloe Retirement System. Starting with fiscal year 1958, the
rétirement costs are to be borne by the Section on the basis of
';funds appropriated to the agenc& to meet these expenses.
Expenses of the Bufeau df Reclamation 1ncurred}fof marketing
.power from the Falcdn Dam Project (United States Section) are not
‘1ncluded in the power operating costs. The Bureau began marketing
this power in fiscal year 1955. The expenses totaling $35,196‘for
the 3 years ended June 30, 1957, were financed from appropriations
to the Bureau.
| In our audlt report dated September 23, 1955, t6 the United
States Commissioner for fiscal years 1954 and 1955, we recommended
to the United States Commissioner that, in order to obtain ac-
curate project costs, the generasl office engineering and adminis-
trative expenses incurred for the benefit of projects should be
determined and distributed to the benefiting projects instead of
'transferring‘such expenses to nonreimbursable costs.
This recommendation was adopted in part., The United States
Commissioner agreed to charge projects, so far as 1s practlcablp,
only with the expenses of general engineering and administrgtive

employees who directly benefit a broJect. Most of the general



~office eipenses, however, are not identifiable specifically to the
benefiting projects, and a determination has to be made of the ex-
penées to.be prorated among the benefiting projects. Accordingly,
the expenses requiring proréting will not be charged to benefiting
projects, | |

- In the same rebort to the United States Commissioner,.we had
recommended also that preliminary survey and investigation costs
recorded as nonreimbursable costs be transferred to the proper ac-
counts. Our audit for fiscal years 1956 and 1957 disclosed that
certaln of the costs had been transferred to the proper accounts,
Preliminary survey and investigatlon costs, however, for Anzalduas
"Dam in the amount of $12,282 remained classified as a nonreimburs-
able cost. Moreover, additional costs of preliminary surveys and
1nves£1gations totaling $574,053 for Falcd% Dam Project were clas-
sified as nonreimbursable costs in fiscal year 1957 instead of
being included in the plant in service account for Falcdh Dam
Project. In our opinion all preliminary surveys and investiga-
tions felating directly to projects are a proper cost to the proj=

ect and should be so recorded.-1

1In a letter dated January 10, 1958, the United States Commis-
sioner informed us that $12,282 for Anzalduas Dam will be trans-
ferred in the accounts. He advised us also that an additional
$234,038 has been charged to construction costs of Falcon Dam
Project representing all preliminary survey and testing costs in=-
curred by the Bureau of Reclamatlion after December 8, 1948, all
such costs incurred by the Section after October 31, 1950, and 'in-
terest on such costs during construction.
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DISTRIBUTION TO POWER AND NONPOWER PURPOSES
"OF OPERATION AND MAINTENANCE EXPENSES

g

OF JOINT FEATURES

' Expenses of operating and maintaining multiple=-purpose proj-
ects conslist of amounts that can be 1ldentified directly to a spe-
ciflic purpose and amounts that are common to all purposes served
by the project. The operation and maintenance expenses that can
be identified to specific purposes are charged directly to those
purposes, and the expenses common to all pufposes require distribu.
tion. Expenses common to purposes served by a multiple-purpose
project requiring dlsfribution are:

1. Depreclation on investment in plant, property, and equip-
ment Jjolntly useful to the several purposes.

2. Operation and maintenance expenses common to all purposes,
such as supervision and administration, camp expenses,
reservolr operations, and similar activities.

Certaln expenses incurred in fiscal years 1955, 1956, and

1957 were classified by the Section as multiple-purpose expenses
and distributed at June 30, 1957, to flood control and power. The
disﬁrlbutlon was based on an estimate of the expenses of fiscal
year 1957 operations without power as a purpose compared with the
estimated expenses of operations including power. Consideration
was not given to whether the relationship established for fiscal
year 1957 applied equally to fiscal years 1956 and 1955

PROVISIONS FOR DEPRECIATION OF FACILITIZS

Accounting procedures outlined in the Manual of Accounts and

Finance Procedures of the United States Section provide for

1In the letter dated January 10, 1958, the United States Commis-

sioner informed us that a reexamination will be made annually to
determine the portions of multiple-purpose expenses prOperly al-
locable to flood control and power. 36



depbeciation on all property in service based on property costs
shown by the plant in service accounts. The straight-line method
of dépreclatidn 1s prescribed. Before fiscal year 1957 deprecia-
tion was recorded by the United States Section on certain office
and automotive equipment only. During the fiscal year ended
June 30, 1957, depréciation was,éomputed and recorded on'equip-‘
ment, such as general office and automotive, and on plant in serv-
ice for Félcdh Dam Project. Items of property have not been as=-
signed a service life 1n excess of 100 years except that deprecila-
tion for land and }and rights and reservoir, dam, and waterways
“has been computed by using a 1l50-year service life. Depreciation
has not been recorded on the remalning plant in service consisting
principally of single-purpose flood control plant. We were in-
formed, however, that depreclation was being computed and would
be recorded in fiscal year 1958 after gompletion of an analysis
and survey of the remailning plant in service costs.

In fiscal year 1957 depreciation on the Falcd% Dam Project
wés computed for prior fiscal years beginning January 1, 1955,
although the faclilltles were placed in service in October 1954.
Manual procedures provide for recognition of transfers to plant
in service 1in the depreclation base each 6 months., We believe

that transfers to plant in service should be considered as of the

first of the month following the availability to serve the proj-

1l
ect purposes and depreciation should be computed on this basis.

lIn the letter dated January 10, 1958, the United States Commis-

sioner informed us that the Section'!s manual will be revised to
-provide for the computation of depreclation on thils basis.
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INTEREST ON THE FEDERAL INVESTMENT

Interest on the power portion of the United States Govern-
ment's 1nvestment in the Falcon Dam Project has not been recorded
in the accounting records as a deduction from revenues. Officilals
of the United Statqs Section consider interest on the power invest-
ment to be a proper charge. Such a deduction, however, will not
be made untll the allocatlion of coﬁStructlon costs to purposes is
finalized.

Simllarly, interest during construdtion has not been recorded,
although an amount was cdmputed and allocated in the allocation
report submitted to the Bureau of Reclamation in 1955 on the
total estimated construction costs of Falcdﬁ Dam ProJect._ (See
P. 14.) Interest during construction when recorded will be
added to the cost of plant in service.

’Interest during construction ceases end interest during op-
eratlons commences at the first of the month following the avalla-

bllity of the facilities to serve the project purposes.



FINANCING
APPROPRIATIONS BY THE CONGRESS

. Funds required by the Unlted States Section to carry out the
activities of the Commission have been appropriated by the Con-

gress under appropriation titles, and in amounts, as follows:

Cumulative
Fiscal year to '

Appropriation titles 1957 - June 30, 1957

Salaries and expenses $ 506,000 $13,708,408

Construction - 64,662,960

Operation and maintenance 1,463,000 4,610,541
Rio Grande emergency flood

protection ‘ S - 350,100

Total 1,969,000 83,332,009

Lapses and transfers : k9,280 244,148

Total ‘ '$1=9123229 $83,087,861

Allétments (net) of $5,834,088 from appropriations for National In-
dustrial Recovery Administration and Public Works Administration
are not included in the above tabulation. _

Funds appropriated by the Congress for construction and Rio
Grande emergency flood protection remain available to the United
States Section until fully expended or rescinded., The last appro-
priation for construction was made for fiscal year 1955, and the
last appropriation for Bio Grande emergency flood protectlion was
‘-made for fiscal year 1953. Funds appropriated for salaries and ex-
penses and operation and malntenance are avallable for obligation
only in the‘fiscal year for which the fumds are appropriated., To
June 30, 1957, amounts totaling $171,652 for salaries and expeﬂses,
$39,560 for operation and maintenénce, and $32,996 for construc-

tion lapsed or were transferred.
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Apprépriations for saiaries énd expenses have been made én-
frﬁally_to the Unlted States Section since the creation of the per-
‘vmanént Cqmmission in 1894, under the Convention of 1889, and are

used to finance general administrative and engineering costs in-
icurred at the E1 Paso headquarters office. These appropriations
‘;fihance also the costs incurred in making preliminary surveys and
1ﬁvestigations which éerve as a basls upon which authorizations
for the construction of specific projects or facilities are
granted.

Appropriations for construction are made to the United States
Section to finance the costs of facilitles to be constructed as
part of approved projects undertaken to (1) provide flood protec-
tion and to conserve water, (2) correct sewage problems which re-
sulﬁ inlthé pollution of domestic water supplies and other health
hazards, and (3) erect monuments to mark the boundary line between
the United States and lMexico. Before fiscal year 1948, separate
appropriations of construction funds were made by the Congress for
each approved project. Beginning in fiscal year 1948, funds for
construction are provided by a single appropriation for construc-
‘tion.

Appr&priations for operation and maintenance were made ini-
tially in fiscal year 1954 to finance costs incurred in the opera-
tion and maintenance of completed construction projects and com-
pleted integral segments of projects under construction. Before
fiscal year 1954, operation and maintenance activltles were fi-
nanced from the salaries and expenses and constructlon appropria-

tions.
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Apprépriatiéns for Rio Grande emergency flood protection
were pfcvided to pay the costs of emergéncy flood control work, in-
cluding protection, reconstruction, and repair of all structures
under the Jurisdiction of the United States Sectioﬁ in the Rio
Grande Canalization, Rio Grande Rectification, and Lower Rio Grarde
Flood Control Projécts.

For fiscal year 1958, the United States Section obtained ap-
propriations of $505,000 for salaries and expenses, 31,533,000 for
operation and maintenance, and $300,000 for construction under the
Departments of State and Justice,vthe Judiciary, and Related Agén-
cies Appropriation Act, 1958 (71 Stat. 57). |
REVENUES AND DISPOSITION

All revenues (e.g., land and equipment rentals and sales of
scrap, salvage, and equipment) collected by the United States Sec-
tion, except those for rental of quarters at Fort McIntosh (Laredo),
Texas, and Faldon Village, Texas, are covered into the Unlted
States Treasury as miscellaneous receipts. The budget presenta-
tions prepared by the United States Section provide for a reduc-
tion in the amount of funds requested for construction and opera-
tion and maintenance in the amount of the estimated revenue from
rental of quarters at Fort McIntosh and Falcdn Village, respec-
tively.

Revenues collected by the Bureau of Reclamation as marketin

LS

agent for electric power and energy generated at Faicgh Dam Proj-
ect for the Unlited States are deposited into the United States
Treasury as miscellaneous receipts in accordanoe with the act

of June 18, 1954 (68>Stat. 255). Revenues from sales of power
generated at Falcon Dam through June 30, 1957, totaled $495,653.,
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SOURCE AND APPLICATION OF FUNDS 

A condensed statement of sources and applicatlon of funds is

glven below:

Sources of funds:
Appropriations by the Congress, net
Allotments of appropriations for NIRA and
PWA, net '
Contributions in ald of construction
Revenue from sales of power

Total

Application of funds: :

Costs of property, plant, and equipment in-
cluding surveys and investigatlons, less
retirements, sales, and other dispositions

Costs of operation, maintenance, and adminis-
tration of non-revenue-produclng operations,
net

Costs of operating and maintaining Falcdn

- power plant

Revenues and other collectilons deposited with
U.S. Treasury

Transfers of property or costs, net

Less amounts included above for depreciatlon
of fixed assets

Increase (~decrease) in net working assets

Total

Cumulative
Fiscal year to June 30,
1957 1957
$1,919,720 $83,087,861
- 212,906
47,138 L9s5,653
$1,966,858 89,630,508
#$1,532,028  $61,881,621
225,071 22,330,400
272,828 724,846
73,163 592,721
9k7,954 957,865
3,051,044 86,487,453
256,743  _1,242,577
2,794,301 85,244,876
-827,443 4,385,632
$1,966,858  $89,630,508
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Receipﬁs from the salés of the United States portion of the
electric power and energy generated at Falcén Dam are included
above although the energy is delivered to the Bureau of Reclama-
tion and sold by that agenéy'without collections passing through
the cash accounts of the United'States Section. The collections
afe deposited by the Bureau of Réclamation into the United States
Treasury as miscellaheous'recelpts. The United States portion of
expenses of operating and maintaining the power plants are fi-
nancéd from annual appropriations to the United States Section by

the Congress.
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SCOPE OF_AUDIT

Our audit of the United States Section, International Boundary
and Water Commission, United States and Mexico, included a review
of selected operating activities of the United States Section and
a selective examination of financial tranmsactions in the}followiﬂg
manner: |

1. We reviewed the basié treaties and laws authorizing the
activities, and the pertinent legislative hlstory, to ascertsain
the purposes of the activities and thelr intended scope.

2. We ascertained the policles adopted by tge United States
~ Section and reviewed those policies for conformancevwith basic
treaties and-legislation.

3. Wb reviewed the procedures followed by employees of the
Uhitéd States Section to determine the effectiveness of the prbce-
dures.

4. We did not make a detailed audit, but we examined certain
gselected transactions to the extent we deemed appropriate under
the existing circumstances., Our examination was made with dug re-
gardvfor the nature and volume of transactions aﬁdAthe éffective-
nees of internal control. The examination of transactions was con-

ducted at the El1 Paso, Texas, headquarters office.c3
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OPINION OF FINANCIAL STATEMENTS

The accompanying statements of assets and liabilities (sched-
ule 1), results from power qperations (schedﬁle 2), and nonreimburs-
able operations (schedule 3) were prepared from records maintained
by the United States Section, The financial statements in this re-
port differ from those prepared by the United States Section., To
present more accurate and meaningful statements, reclassifications
and adjustments have been made to various account balances. The
United States Section has concurred in these revisions. The prin-
cipal reclassifications are as follows:

1, Qperation and maintenance expenses of Joint features dis-
tributed to power and deprecliation on Falcgh Dam plant in service
énd on joint features applicable to power for flscal year 1956,
recofded in fiscal year 1957 as prior year charges, were reclassi-
fied as expenses for fiscal year 1956,

2, Allotments of National Industriél Recovery Administration
and Public Works Administration funds recorded in the net congres-
sional appropriation account have been reclassified and shown sepa-
rately.

3. Inveétigatlon costs for projects on which construction had
not started that were recorded as construction work in progress
ha§e been reclassified as preliminary survey and investigation
costs.

L, Unobligated balances in l-year appropriation accounts re-
quired to be withdrawn pursuant to the act of July 25, 1956 (31
U.S.C. 701), recorded as unexpended funds 1n accounts with the
United States Treasury, were reclassified as a reduction of aporo-

priations by the Congress,



After the close of fiscal year 1957, adjustments based on our
reclassifications, except for items 1l and 2, were made by the Sec-
tion on théir recbrds fbr-fisc;i‘yeér 1958,

We arevunable.to stéte, however, that the accompanying finan-
clal statements present failrly the financial position of the United
 States Section at Jﬁne-3o, 1956 and 1957, and the results of its
operations for the years then eﬁded,-because the allocation to pro-
Ject purposes of construction costs has not been finalized and the
accounts do notbinclude the prdﬂer amounts. for depreciation and in-

teyest.“» -
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DEPARTMENT

STATE

UNITED STATES SECTION

SCHEDULE 3

INTERNATIONAL BOUNDARY AND WATER COMMISSION.

UNITED STATES AND MEXICO

' STATEMENT OF EXPENSES OF NONREIMBURSABLE OPERATIONS

FOR THE FISCAL YEARS ENDED JUNE 30, 1957 AND 1956

Operating expenses:

Fiscal

year _
' 1

El Paso Projects--canalization
and rectification $ $ 417,320
Lower Rio Grande--flood control
and bank protection 374,869 302,324
- International water control and
hydrographic studies 248,770 220, 507
Faleén Dam--multiple-purpose
Total operating expenses, €x-
clusive of depreciation 1,200,542 1,030,113
General office engineering expenses 116,628 83,766
General administrative expenses 259,905 250,197
Emergency flood protection 1,291 284
Depreciation on plant and facilities 208,460 199,847
Miscellaneous collections —11,448 ~17,100
Expenses of nonrelimbursable
operations for the fiscal - '
year (net) 1,775,378 1,547,107
Total expenses of nonreimbursable op- _ =
erations at beginning of flscal T
year : : 22,105,329 20,427,766
Net adjustments to prior years'
expenses of nonreimbursable
operations (note 5) -1, 550,306 130,456
Total expenses of nonreim-
bursable operations at
end of fiscal year $22,330,401  $22,105,329

The accompanying explanatory notes and comments to the financial
statements on pages 51 through 55 are an integral part of this
schedule. ' _ :
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NOTES TO FINANCIAL STATEMENTS

1, Plant in service

The gross investment in plant in service at June 30, 1957 and

1956, consisted of:

June 30
1957 1956
Multiple-purpose plant $27,700,128 $ 204,243
Flood control plant 10,798,622 10,700,034
Rectification and canalization

improvements 10,265,852 8,910,466
Power 6,648,177 12,973
Sanitation and water supply :

‘plant 778,809 778,809
Western land boundary fence 765,789 765,789
Bank protection improvements , 240,088 . 240,088
Other plants and improvements 1,252,362 1,121,830

Total - $58,449,817 $22,734,232

The United States Section at June 30, 1957, was in the proc=-
ess‘of inventorying plant'in service and analyzing project con-
struction costs to establish firm plant costs in its accounts,
Multliple-purpose, rectification and canalization improvement, and
power accounts have been completed and unit costs established.
Amounts shown in the preceding tabulation are subject to adjust-
ment at the completion of the plant in service inventory and proj-
ect construction cost analysis. Provision for depreciation re-

corded in the accounts as of June 30, 1957, applies to the follow-

‘Ang plant in service accounts:

Multiple~-purpose plant $ 603,085
Power 346,672
Rectification and canalization . :
improvements (note a) 200,849
Flood control (note a) 71,212
Other plants and improvements (note a) 20,759
Total $1,242,577

8Represents depreciation on vehicles and equipment only.
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Interest during construction on the Federal investment in

power has not been recorded in the Section's accounts,

2. Unexpended funds in accounts
with UniterStateszreasury

Unexpended funds in accounts with thé United States Treasury

and with disbursing officers at June 30, 1957, are classified as

follows:
Avallable to U.S. Section for
ayments Liquidation
Cash of of " Not
balances liabilities obligations Obligation avallable
Salaries and expenses 1971069 3 29,775 323,719 5§ 6,056 & - 3 -
Operation and Naintenance: )
1961084 192 192 -
1971084 68,124 47,027 21,097 - -
Bio Grande emergency flood protection
19x%1067 114,208 - - 114,208 -
Construction 19x1067 4,109,085 29,154 118,432 1,661,499 2,300.000a

Special deposlts for payment of specific
‘and miscellaneous liabilities (note b)

and petty cash funds of 3300 : 46,525 46,525 - - -
Total 34,367,909 $146,617  §145,585  §1,775,707  $2,300,000

8Regerved by the Bureau of the Budget.

bSpeclal deposlts for payment of specific and miscellaneous liabilities consist princlpally of taxes
withheld from salaries of employees.

3. Preliminary survey and investigation costs

Expenditures by the Unlted States Section for examinatiouns,
surveys, and studies made in pursuance of applicable treaties and
agreements for the develoﬁment of specific projects, formulation
of plans, and preparation of designs and similar activities prior

to starting construction have been incurred as of June 30, 1957

and 1956, for the following projects:

, _ June 30
Pro ject 1957 1956

Rio Grande dams--upper $1,569,772 $1, 510 379
Lower Colorado River flood control 641,158 626,364
Ti juana River development 120,617 116 732,
Santa Cruz River development 109,453 97, J114'
Sanitation 27,838 25,628
Anzalduas Dam 87,503 74,586
Other 23,249 19,633

Total $2,579,590 $2,470,436
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TheSe expenditures have been made from approprlations for salaries
and expenses and for comstruction.

 w1th the beginning of constfuction of a project, part of a
‘project, or extensibn of a project, the applicable investigation
costs should be transferred to, and become a part of, the total
cost of the project.

L4, Unsettled claim of Falcdn Dam Constructors

The construction of the Falcln Dam and power plant was accom-
plished jointly under an allocatlion of work items to each country,
with.all'work allocated for performance by the United States cov-
ered by a listing designated as schedule;ﬁo. 1, and'all work allo;
cated for performance by Mexico included on a listing designated
as schedule No. 2. The contract for the performance of work on
schédule No. 1 was awarded by the United States Section to a firm
known as the Falcdn Dam Comstructors, and the contract for the
performance of the work on schedule No. 2 was awarded by the Mexi-
can Section to a firm called Constructora Intercontinental S.A,
| The Falcdn Dam Constructors were paid $9,464,321 for the con-
struction of the United States portion of the Falc&h Dam and power
plant, under contract IBM-4373, dated October 31, 1950, A release
for all claims against the United States Govermment arising under
‘and by virtue of the contract, except for those items included in
the petition filed by the Falcén Dam Constructors with the United
States Court of Claims, was executed December 15, 1954.

The Falcdn Dam Constructors filed a petition in the United
States Court of Claims February 23, 1955, agalnst the United States,

alleging increased constructlion costs due to the fallure of the
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United'States Government to furnisﬁ timely drawings, materials;
and equipment in conformity with contract provisions. 1In its pe=-
tition, the Falcén Dam Constrﬁctdrs contended that thére'is a uni-
'fieq contractual obligétion on the part of the Commission with re-
spect to schedules Nos. 1l and 2 and that the United States and
ngico are Jointly and severally obligated for the timely perform-
.ance of work under both schedules. The United States Section in-
formed us that the claim against the United States alléges in-
creased costs of $1,101,411 on schedule No. 1 and $1,054,750 on
.schedule No., 2, totalingv$2,l56,161.

The defense for the United States Government in the case of

Falcdn Dam Constructors, et al., vs. The United States, Court of

Claims No. 72-55, 1s being carried out by the Department of Jus~
‘tice. In August 1955 the United States flled 1its answef to the
FaleSn Dam Constructors® petition. In 1956 the Unlted States
Court of Claims (136 C., Cls. 358) dismissed the petition relating
to claims under schedule 2, At the completion of our audlt, a
date for hearing under schedule 1 before the Courf of Claims had

not been set,

5. Net adjustments to prior years' expenses
of mnonreimbursable operations

The net adjustments to prior years' operating results include

‘the following amounts for fiscal year 1957:
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Fiscal Fiscal

year ¢ year
1957 1256
Transfer of costs to property accounts
due to analysls and survey of plant
in service , - =$1,271,388 $ -
Transfers of property or cost (note a)’ -930,179 -
Preliminary surveys and testing for '
Faledn Dam Project 574,053 -
Depreclation for fiscal year 1955 and
prior years on plant in service - 98,971
Other direct charges (net) - 77,208 31,485
Net adjustments - - ~$1,550,306 $130,456

8pepresents works constructed by the United States in Mexico and
transferred in the Section's accounts as a cost to Mexico. The
works were constructed by the Unlted States Section under author-
ity of the treaty of February 1, 1933 (48 Stat. 1621), which au-
thorized the United States Section to construct, Jjointly with
Mexico, works to relieve the towns and agricultural lands located
within the El Paso-Juarez Valley from flood dangers and to secure
at the same time stabilization of the intermational boundary be-
tween the Unlted States and Mexico., The amount transferred as a
cost to Mexico comprises one half the cost of the flood channel,
one half the cost of grade control structures and bridges cross-
ing the channel, and the total cost of the levees constructed by
the United States entirely within Mexico. On the basis of bene-
fits derived,the cost of works was agreed to be shared 88 percent
by the United States and 12 percent by Mexico.
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APPENDIX A

.HISTORY AND ORGANIZATION OF THE UNITED STATES SECTION

'CREATION AND JURISDICTION OF THE COMMISSION

- The International Boundary and Water Commission, United
States and Mexico, was created under the terms of the treaty of
-March 1, 1889 (26 Stat. 1512), between the United States and Mex-
lco, which provided for the establishment of an International
Boundary Commission to examine and decide:

"All differences or questions that may arise on
that portion of the frontler between the United States
of America and the United States of Mexico where the
Rio Grande and the Colorado rivers form the boundary
line, whether such differences or questions grow out of
alterations or changes in the (river) bed*#%* or of works
that may be constructed *¥*¥or of any other cause affect-
ing the boundary line¥*## ¢

Article 2 of the Water Treaty of February 3, 1944 (59 Stat,
1219), provided that:

"The International Boundary Commission established
pursuant to the provlisions of the Convention between the
United States and Mexico signed in Washington March 1,
1889 ##* shall hereafter be known as the International

Boundary and Water Commission, United States and Mexico
3363t

#* 3% 3* . 3 *

"The Commission shall in all respects have the
status of an international body and shall consist of a
United States Section and a Mexican Section.**¥* Wherever

- there are provisioans in this Treaty for joint action or
Jolnt agreement by the two Governments, or for the fur-
nishing of reports, studies or plans to the two Govern=-
ments, or similar provisions, it shall be understood
that the particular matter in question shall be handled
by or through the Department of State of the Unlted
States and the Ministry of Foreign Relations of Mexico,"

' Before the creation of é permanent Commission, as provided by
the treaty of March 1, 1889, special commissions had been appointed
by each Government, in accordance with treaty provisions, to:

1, Designate the boundary line and establish landmarks show-
ing the limits of both republics as specified in the
Treaty of Peace ending the war between the United States
and Mexico (treaty of February 2, 1848, 9 Stat, 922).

2, Survey and mark the portion of the boundary as redefined
by the treaty of December 30, 1853 (10 Stat. 1031).
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APPENDIX A

3. Make a recommaissance of the boundary line between the
Paclfic Ocean and the BRio Grande and to rebuild or replace
certain former monuments and to place new monuments
(treaty of July 29, 1882, 22 Stat, 986).

: Since 1ts creatlon the Commission has been empowered by
treaty and national law to conduct a program of cooperative action
between the Unlted States and Mexico for the solution of joint en-
gineering problems, including equitable division between the two
countries of the waters of the Rio Grande, the Colorado, and the
Tijuana Rivers, conservation and storage of these waters, flood
control, sanitation hazards, stablization of the river boundary,

and development of hydroelectric generating p}ants.
OBGANIZATION AND MANAGEMENT

The International Boundary and Water Commission, United
States and Mexlco, consists of the United States Section and the
Mexican Section. The United States Section is headed by a Commis-
sioner who is appointed by, and serves at the pleasure of, the
President. The United States Commissioner is responsible to the
Secretary of State in matters of policy. An Engineer Commissioner,
appointed by the President of Mexico, heads the Mexican Section
and 1s under the supervision of the Ministry of Forelgn Relations
in the Mexican Government.

Since the creation of the Commission by the treaty of March 1,
1889, only five men have served as Unlted States Commissioners,
These men and their tenures of office, as Commissioners, have beens

Colonel Anson Mills October 20, 1893-July 1, 1914
Lucius D, Hill . May 2, 1917-June 30, 1921
George Curry - August 8, 1922-July 1, 1927
L. M, Lawson July 1, 1927~February 13, 1954

Colonel L. H, Hewitt June 17: 1954~

From the date of resignation of Colonel Mills to the appointment
of Mr, Hill, no American served as Commissioner because of the
revolutionary disturbances in Mexico at that time. During the
gaps between the tenures of the other Commlssioners, the affairs
of the Commission have been directed by an Engineer or Secretary
in charge,

At June 30, 1957, the Unlted States Section consisted of a
headquarters office in El Paso, Texas, and field offices located
along the Unlted States-lexican border, The location and the gen=-
eral purpose of these fleld offices at June 30, 1957, follow:
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Field and subfield offices

El Paso, Texas
Fabens, Texas
Fort Hancock, Texas
Hatch, New Mexico
Las Cruces, New Mexico

Falcon Village, Texas

Harlingen, Texas
Mercedes, Texas
- McAllen, Texas

Laredo, Texas

Laredo, Texas
Alpine, Texas
Del Rilo, Texas

- McAllen, Texas

San Dlego, California

Yuma, Arizona
Nogales, Arizona

APPENDIX A

General purpose

Operatlion and maintenance of Ameri-
can Dam and International Dam,

El Paso, Texas, Rio Grande recti-
ficatlion and canalization projects
from Caballo Dam, New Mexico, to
Fort Quitman, Texas,

" Operation and maintenance of Falooh

Dam and power plant,

Operation and maintenance of the
Lower Rio Grande Flood Control
Project from Penitas, Texas, .to
the Gulf of Mexico.

Real estate activities relating to
Falcon Dam reservoir lands.,

Water control activities involving
operation and maintenance of
stream-gaging stations and related:
activities. Lialilson with Special

.Water Master for lower Rio Grande

Valley.

Construction of Anzalduas Dam.
Water control activities involving
operation and maintenance of
stream-gaging stations under the
direction of the lLaredo .office,

Field engineering surveys and of-
fice investigations from east line
of San Diego County to Pacific
Ocean, Investigations on Colorado
River, Tijuana RBiver, and Tijuana
Valley sanitation projects.

Water control activities on Colo-
rado Biver including stream=-gaging
operatlons. Supervision Jointly
with the Mexican Section of opera-
tion and maintenance of Morelos
Dam. Supervision of Douglas and
Nogales sanitation projects. Surs
veys on lower Colorado and Santa
Cruz Rivers,

Headquarters of the Mexican Section is at Ciudad Juarez, Chihuahua,
across the Bio Grande from El Paso, and several fleld offices are
maintained by the Mexican Section,
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' The number of employees attached to the headquarters and
field offices of the United States Section at June 30, 1957 and
1956, are as follows:

Number of

‘ employees

‘ at June 30
Location 1957 1956
Headquarters, El1 Paso, Texas 70 65
Field and subfield offilces 254 297
Totals 324 362

— com——

By ruling of the Civil Service Commission,1 employees of the
United States Section have been exempted from the provisions of
the Classification Act of 1949, The Civil Service Commission's
ruling was based on section 202 (2) of the act which states that
the act shall not apply to "positlions in or under the Department
of State which are (A) connected with the representation of the
United States to international organizations."

Headgquarters organization at El Paso, Texas

The headquarters organlzation consists of the office of the
United States Commissioner and administrative (including the in-

ternal audit section), engineering, and legal and real estate di=-
vislons.

The United States Commissioner is responsible for carrylng
out the provisions of treaties and national laws, as they relate
to the international boundary between the United States and Mexico,
in accordance with policies prescribed by the Secretary of State,
Each of the headquarters divisions assists the United States Com-
missioner in carrying out his responsibllities by advising him on
matters relating to finance, engineering, and law, as they relate
to the activities of the Commission, and by giving technical guld-
ance and general supervision to operations conducted by the fleld
offices. The number of employees in each major organizational
unit of the headquarters office of the Unlted States Sectlion at
June 30, 1957 and 1956, is summarlized as follows: '

lLetter dated February 2, 1950, addressed to the Commissioner, In-
ternational Boundary and Water Commission, signed by the Chilef
Personnel Classification Division, United States Civil Service
Commission,
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Headquarters office

Number of
-eémployees at June 30
1957 1956 ‘

Office of the Commissioner 2 2
Administrative division: ‘
Office of the Chief 2 2
Accounting 10 10
Budget and audit 3 2
Procurement and property 6 7
Personnel , _ L 3
Other services -9 8

Engineering division: . ,
Office of the Chief 3 3
Planning and engineering 17 16
Operations 2 1
Water control 8 8

. Legal and real estate division:

Office of the Counsel 2 3
Real estate section 2 -
Total Z0 (31

Field organization

The orgenization of the field offices is similar to that of
the headquarters office, The project or resident engineers in
charge of the field offices, as well as the employees in the field
offices performing functions relating to administration, engineer-
ing, and legal and real estate matters, are directly responsible
to, and receive technical guidance and general supervision from,
the respective divisions of the headquarters office. The number
of employees in each major organizational unit of the fileld offices
of the United States Section at June 30, 1957 and 1956, is summa-
rized as follows:

Field offices
Number of

employees at June 30
1957 1956

Office of the project or

resident engineer ‘ 8 9
Administratives
General administration 14 17
Guards , 6 8
Warehouse and yards 7 -
Engineering:
Planning and engineering 32 50
Operations 157 180
Water control 27 28
Legal and real estate 3 5
254 297
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Copy APPENDIX B

UNITED STATES
DEPARTMENT OF THE INTERIOR
BUREAU OF RECLAMATION Schedule R5-S2
REGION 5 ‘

Falcdn Project, Texas

INTERIM SCHEDULE OF RATES FOR SALE OF PEAKING CAPACITY.
Effective:

~ December 28, 1956 _
(Confirmed and approved by Federal Power Commission for pe~
riod of five years only)
Available:
At the 138-kv Switchyard of Falcon powerplant,

Applicables

To customers which agree to utilize with peaking capacity,
-all energy which can be delivered therewith which is not in excess
of the quantlty represented by the customer's dally load factor
applied to the billing demand for peaking capacity.

Character and Conditions of Service:

Alternating current, sixty cycles, three-phase delivered and
metered at the 138~kv bus of the Falcon Powerplant.

‘Rate:

ANNUAL PEAKING CAPACITY CHARGE: Fifteen dollars ($15.00) per
kilowatt per year of billing
demand payable in October of
each year,

MONTHLY ENERGY CHABRGE: First 400 hours times the
billing demend, @ 1,75 mills/
kwhr, Balance of energy
@ 1.0 mill/kwhr,

Definitions:

Annual Peaking_Cgpacitz:

That capacity to be available continuously (exclusive of Sat-
urdays and Sundays), which is scheduled in accordance with the
billing demand. The United States may restrict dellverles asso-
ciated with such capacity so that dally deliveries of energy are
equal to the billing demand times 6 hours' use, except that energy
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deliveries may be further restricted to a quantity equal to
20 hours' use for any 5-day operating period.

. Meximum Contract Rate of Delivery - Is the maximum rate of
delivery_accepﬁéble to customers and set forth in the contract.

Minimum Contract Rate of Delivery - Is the minimum rate of
dellivery stipulated in the contract and is the customer's pro rata
share of the power and energy generated at a mimimum operating
head from the United States powerplant as determined by the United
States Section, International Boundary and Water Commission.

Billing Demand:

Prior to January 1 of each year the United States will de-
clare the kilowatts of peaking capacity avallable for the follow-
ing year and such initial declaration, unless revised by later
ad justments for inadequate capacity as herein provided in the ad-
Justment sectlon of this rate schedule, shall constitute the bill-
ing demand for said followlng year. Such initial declaration
shall not exceed the maximum contract rate of delivery for peaking

capacity and shall not be less than the minimum contract rate of
delivery. :

Ad justments:

For Inadequate Capaclty:

If peaking capacity is curtailled by the Unlted States
below the amount required by the customer or below the bllle
ing demand as initially established, whichever is the lesser,
the billing demand for that calendar year shall be the mini-
mum contract rate of delivery. If peaking capaclty is cur-
tailed by the United States below the minimum contract rate
of delivery during the off-season months of January, Febru-
-ary, March, April, May, October, November and December, then
the bllling demand shall be considered as fifty percent of
the minimum contract rate of delivery. If peaking capaclty
is curtailed by the United States below the minimum contract
rate of delivery during the peak season months of June, July,
August and September, the billing demand shall be zero. Ap-
propriate credlt shall be allowed the customer for any over-
peyments,

Curtailment of peaking capacity shall be conslidered as
having occurred when there has been interruption to service

in excess of thirty (30) minutes duration which during the
calendar year occurs:

l., On five successiﬁe operating days (exclusive of Sate-
urdays and Sundays) all of which are in the pezk
seasonj or
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2. On a total of 15 operating days (exclusive of Sat-
urdays and Sundays) and said curtallment shall be
considered as occurring in the season in which the
majority of said operating days fall,
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