
lk J Or General 27 chard E McConne? 1 
D'3v7s~on Engineer 
North Paclf-ic D~vls~on 
i.JeS Army Corps of Eng~eers 
210 Custom House 
Portland, Oregon 97209 

Dear General McConnell 

We have completed our rev-relnr of the accounts and account? ng 
procedures for the Corps of EngJneers proJects Included ?n the 

iJ@ 5 
Federal ColumbTa Rover Power System (FCFPS) for the flscal year 

&d 
ended June 30, 1973 Our rev-tew, which Included an eval uatlon 
of admjnjs7xat7ve procedures and controls, ~/as d-rrected toward 
determln7ng the reasonableness and propriety of the proJect 
flnancla'l statements subm~zted by the #orth Paclftc D-tv?slon 
(NPD) to the Bonneu-rlle Power Adm7nlstrat7on (BPA) for console- 
datlon and inclusion in the fiscal year 1973 FCRPS flnanc-ral 
statements . The review -rncluded a deta7led account analysis of 
selected prqects and a general anafys-rs of others 

Although the admln7strat7ve procedures and accounting controls 
generally were adequate, we found some matters that needed cor- 
rect7ve actIon These matters, which are commented on below, 
have been -rnforma?ly d-lscussed and resolved w?th pertinent District 
officials 

1 a Our general analys?s of the flnanclal statements 
for the Dworshak ProJect showed that the -rnterest on The Federal 
Investment appeared to be In error by about $500,000 
recheck>ng tne computations, 

Upon 
Walla L/alla D?strict personnel 

determ-rned that xhe Interest bad been understated by about 
$538,000, mainly because one month's Interest dur-ing constructlon 
had been omItted 

b The fl nanclal statements for the Cworshak ProJect were 
orlglnal‘fy changed to ellmlnate an jnteutm negative cost alloca- 
t30r-i to navlgatxon The reversed statements (Isstied 
October 31, i973) submItted to BPA for conso?ldatTon showed a 
$42 9 m?ll-ron allocat?on to navlgatlong whereas our general 
aralysls jndlcated ihat the allocation probably should 



have been closer to $9 m~'17lon Off-ic-rals at the Walla Walla 
D-~stnct subsequently determIned that the correct allocation 
to navlgatlon should be $9 1 m1171on This resulted In 
IncreasIng the al?ocat3on to power by $33 6 mllllon 

c. The balance sheet for the Lower Gran-tte Protect showed 
a $218,000 fJgure under the Ilne item "Contributions In A-I~ of 
ConstructJon " Wen we inquired into the makeup OF this Items 
Walla Malla D~str?ct officials told us that the Item should not 
have been Included in the pobjer statements because the item was 
related to work on levees for r;he city of LewIstons Idaho 

Corrected statemerts were prepared by the Walla Walla 
D-lstrlct for the Dworshak and Lowef Gran-rte ProJects. 

2. Whale we were vlsjtlng the Alben Falls ProJect, 
proJect personnel told us thaz a new sewage treatment plant for 
about $39,000 had been placed ln service during fiscal year 1973. 
The financial statements on hand during our vlslt showed no 
add7tTons to the plant, but a 29 percent -rncrease over last year 
-rn maintenance expense. Subsequent followup at the Seattle 
District showed that the cap-ital Improvement had been expensed 
rather than capltallzed. Seattle D~strlct off-iclals told us that 
an adJu.stment w111 be made 'in fiscal year 1974 

Our letters IZO the Corps3 Issued after the fiscal year 
1937 and 1972 FCRPS aud-rts 4 pojnted out a need for more stringent 
supervisory rev7ew of each proJect's statements submItted to WA 
for consol Idatlon. Errors no-ted this year -rndlcate that the 
sugervlsory review could be further szrengthened 

In add-rtion to the stems commented on above3 we reported 
separately to the D-ivtsfon Comptroller on October 10, 1973, our 
YI~WS on the need to Impute GSA rental costs of $625,000 and 
$529,000 for Fiscal years 1972 and 1973 

A copy of zhls letter IS being sent to xhe Engjneer Comptroller 
and to the Dlstrlcr, Engjneer at r;he Portland, Seattle, and 
tdalla Walla D2strJcts 



We wish to actnowl edge the courtesy and cooperatl on extended to 
our representatives durl ng thy s revlew and the prompt a&Ion II-I 
mak-rng the necessary accoumng adJbstments and revisions of the 
fiscal year 7 973 f-4 nanc3al statemencs Your comments ard adwee as 
to fInail act2 OR on 7 tern 2 above MI 11 be apprecl ated ke shall be 
glad to wor4 w-~-~h your DTstrlct personnel3 should you so desire, 
to suggest; methods for a PO re ef?ectlve supem sory rev1 et\i 

Sincerely yours 9 

-3- 




