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LETTER OF TRANSMITTAL 

Hon. Stewart L. Udall 
Secretary of the Interior 
Washington, D. c. 

Dear Mr . Secretary: 

December 31, 1963 

It is with a sense of positive accomplishment and progress that I transmit 
herewith the Twenty-sixth Annual Report of the Bonneville Power Admin
istration, in accordance with subsection 9 (c) of the Bonneville Project Act. 

This is not to say that all our problems have been resolved, all our battles 
won or all our hopes fulfilled. But the measure of accomplishment is en
couraging. Following are the highlights of fiscal year 1963 together with a 
report on developments since the end of the fiscal year . 

Hanford Project The Hanford steam electric generating project is well on its way. On Sep
tember 14, 1962, early in the fiscal year, Congress authorized non-Federal 
financing, construction and operation of the Hanford project under a unique 
tripartite arrangement among Bonneville Power Administration, the Atomic 
Energy Commission and the Washington Public Power Supply System. The 
Hanford bonds were sold May 8, 1963, at an effective interest rate of 3.26 
percent. 

On September 26, 1963, one year to the day after he signed the authorizing 
legislation, President John F. Kennedy used an atomic "magic wand" to 
energize a giant automated steam shovel and thereby start construction of 
the Hanford generating facilities. The President referred to Hanford as 
the site where "man forged the giant sword which ended the Second World 
War", and declared: "Now, on this same site, and with these same scien
tific skills, a Nation dedicated to living in peace is forging not a sword but 
a plowshare .. . n 

The new steam plant will start producing power in October 1965. This will 
avert a firm power shortage that otherwise threatened the region in 1965-66 
under critical streamflow conditions. 

The Hanford steam plant is an. important conservation project that will 
utilize otherwise waste steam which is a by-product of the production of 
plutonium. 



New Payout Schedule 

Southern Idaho 

Marketing Legislation 

On April 3, 1963, we received departmental approval for a new system
wide amortization, or payout, plan. The new payout plan is fully explained 
in the financial section of this report. 

Briefly, it brings our payout practices more nearly into line with those 
followed by other Federal power marketing agencies in other river basins, 
and more properly reflects the physical and economic service lives of 
the generating projects for which we market power. 

On May 21, 1963, we were designated the marketing agency for Federal 
power generated and sold in southern Idaho. The designation was effective 
as of September 1,1963. The departmental decision to extend our marketing 
area to include all of the Columbia River Basin drainage came after a 
thorough feasibility study jointly made by us and the Bureau of Reclamation. 

The extension should, in the long run, have little effect on our financial 
operations. However, subject to adequate transmission arrangements, it 
assures preference customers in southern Idaho a supply of power at rea
sonable cost sufficient to meet their growing loads; it offers hope for in
dustrial expansion; and it offers the people of southern Idaho a fair share of 
the power produced at Federal Columbia River System generators which 
are turned, in substantial part, with waters rising in Idaho. 

The Northwest Power Marketing Bill, S. 1007, was passed by the Senate on 
April 23, 1963, and by the House on August 27, 1963. The House-passed 
bill contained an amendment known as the Westland amendment, however, 
which at this writing left final disposition of the bill in doubt. 

The basic bill defines a primary marketing area for BPA that makes 
engineering and economic sense. This area embraces roughly the Columbia 
River Basin drainage and the associated coastal drainage of Washington 
and Oregon. The bill requires that we meet all needs of our marketing area 
for hydroelectricity before we export hydroelectricity to other regions. It 
permits and facilitates the sale of power surplus to the region's needs 
over any interties proposed to be built between the Pacific Northwest and 
other regions. The first such interties, in all probability, will link the 
Pacific Northwest and the Pacific Southwest. 

Coordination Following lengthy negotiations, on October 16, 1963, we signed a new power 
coordination agreement with the Corps of Engineers and 10 major non
Federal generation utilities in the Northwest. The new agreement, based on 
experience gained under two previous 1-year coordination agreements, could 
run for as long as 10 years; however, any participant may request re
negotiation upon one year's notice. 

The new agreement assures the people ofthe Northwest that public and pri
vate power are cooperating to achieve maximum use of the region's power 
facilities and thereby provide service at the lowest cost. It provides much 
the same benefits as if a single owner operated all the hydro projects in 
the Columbia River Basin. 





R eYe n u e S At the end of the fiscal year our total revenues from beginning of operation 
reached $956,439,000. These have been applied as follows: operations and 
maintenance, $268,858,000; interest expense, $327,876,000; and repayment 
of capital investment, $359,705,000. 

Some time in the month of January 1964, we expect to reach the billion
dollar mark in total revenues. 

Pressing Problem s Our most pressing problems at the end of calendar year 1963 were these: 

1. We must resolve the remaining questions involving the Pacific Northwest~ 
Pacific Southwest Intertie. 

Foremost among these is the final congressional decision on s. 1007, 
the Pacific Northwest Power Marketing bill. Thereafter, we must negotiate 
further with the non-Federal entities that desire to build all or parts of 
the intertie facilities, and must determine precisely who will build what. 
We know that with final passage of s. 1007 we will still have problems con
cerning the intertie, but they will be of manageable proportions. 

2. We must do our best to reach agreement with Canada on a plan for joint 
development of the Columbia River. 

The benefits to both nations are so great that it would be sad if remaining 
problems could not be resolved. We must, however, face the fact that 
British Columbia's decision to develop the Peace River has made it 
difficult for Canada to proceed with the Columbia treaty on the same basis 
that it was negotiated and signed. 

3. We must achieve a wheeling agreement with the Idaho Power Company 
and Utah Power and Light Company, or make other arrangements to 
bring power from the Bonneville main system into southern Idaho. 

While we will have sufficient power resources to meet the growing needs 
of preference customers in the Upper Snake River Basin and to supply 
potential loads of new industry, we lack the necessary transmission facil
ities. If the private utilities serving that area decline to provide wheeling 
on proper terms, we will recommend such other steps as are necessary 
to get Bonneville power to the people of southern Idaho. 

4. We must make a final decision on rate changes to present to the Federal 
Power Commission early in 1964. 

We are dedicated to keeping our agency on a sound financial basis, and in 
light of all the pertinent factors we shall recommend such rate changes 
as are necessary to accomplish that goal. 



President 
John F. Kennedy 

dedicates Hanford 
generating 

plant 

In Memoriam Finally, wecannotbutnotethepassingonNovember 22, 1963, of our beloved 
President. Like all Americans and millions of people the world over, we 
mourn the death of a great lead e.,.. 

To this particular agency, John Fitzgerald Kennedy restored a vitality and 
sense of mission it had almost lost in the previous decade. Our proposals 
for hydroelectric facilities to harness the Columbia River for the benefit 
of present and future generations had his unfailing support. The accomplish
ments of President Kennedy in developing the resources of the Pacific 
Northwest and the Nation will stand as monuments to his memory. And 
his inspiring leadership will live on in the hearts and minds of all of us. 

Sincerely yours, 

e~A~r.tta 
Charles F . Luce 
Administrator 







On May 21, 1963, by secretarial order, Bonne
ville Power Administration was assigned the 
power marketing functions of the Bureau of 
Reclamation in the Upper Snake River drainage. 
This area embraces all of southern Idaho and 
small adjoining areas in Wyoming, Utah and 
Nevada. 

The result is to make a single agency of the De
partment of the Interior--EPA--the marketing 
agent for all Federal hydroelectric power gen
·erated at multipurpose projects in the entire 
Columbia River Basin which includes, besides 
the Upper Snake drainage, Montana west of the 
Continental Divide, northern Idaho and nearly 
all of Washington and Oregon. 

The secretarial order added to the Bonneville 
marketing area 61,000 square miles ofterritory 
and five generating projects--Minidoka, Boise 
Diversion, Black Canyon, Anderson Ranch and 
Palisades--plus 238 miles of transmission line 
and 24 substations. Bonneville is now the mar
keting agent for 27 Pacific Northwest Federal 
projects, 20 completed and seven under con
struction. Its marketing area now encompasses a 
land area of approximately 285,000 square miles, 
including those portions of Washington andOre
gon outside the Columbia River Basin, with a pop
ulation approaching 6 million. 

The order directed BPA to integrate the Upper 
Snake Federal hydroelectric plants with those in 
the rest of the Columbia River Basin, to make 
its "postage stamp" wholesale rates effective 
basin-wide and to complete transfer of power and 
transmission facilities, personnel and accounts 
by September 1, 1963. 

The Bureau of Reclamation is to continue to op
erate the projects for irrigation and other pur
poses, and in strict accordance with State water 
laws. 

All preference customers in the southern Idaho 
area--municipalities and rural electric cooper
atives--now purchasing power from the Bureau 
of Reclamation will become customers of BPA. 
Lower BPA wholesale rates will enable these 

Installing test conductor on direct current test tawer. 
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customers to save about $600,000 in the first 
year and will provide low-cost power for ex
pansion of the phosphate industry and develop
ment of other resources. 

Federal Generation 

The U. S. Columbia River Power System, with 
addition of the Snake River Basin plants in south
ern Idaho, increased its installed generating ca
pacity to 6,653,150 kilowatts. The Idaho plants 
have a nameplate rating of 163,900 kilowatts. An 
additional 38,860 kilowatts of Federal generation 
produced by isolated Navy, Bureau of Reclama
tion and Bureau of Indian Affairs plants in the 
Pacific Northwest is not marketed by BPA. 

Completion of the plants under construction-
Cougar, Green Peter, Foster, John Day, Lower 
Monumental, Little Goose and Bruces Eddy-
will give the Federal system an installed capa
city of 9,248,010 kilowatts. Construction of auth
orized Federal projects would increase the 
nameplate rating to 10,319,650 kilowatts. 

Construction funds were appropriated in October 
1962 for the Little Goose and the newly author
ized Bruces Eddy projects in the Snake River 
Basin. Projects authorized at the sametimewere 
Asotin on the Snake River, Strube on the South 
Fork of the McKenzie River and Lost Creek on 
the Rogue River. 

Existing storage capacity in Federal reservoirs 
usable for power is 12,171,300 acre-feet. Proj
ects under construction will add 2,487 ,OOOacre
feet, and Libby Dam, anauthorizedproject, could 
add 5,010,000 acre-feet when the Canadian treaty 
is ratified. The minimum flood control goal of 
the U. S. Army Corps of Engineers is about 
18,000,000 acre-feet. This would reduce maxi
mum flows of the Columbia River to about 800,000 
cubic feet per second at The Dalles. 

Non-Federal Generation 

Non-Federal generation in the expanded area 
served by Bonneville Power Administration to
tals 6,632,810 kilowatts of installed capacity, in-



0 2 " 6 8 10 12 14 16 18 20 22 24 26 28 30 
1 I I I I I 1 I I 1 I I 1 I I I I 

BPA 

Chelan . 
County 

...1 PUQ 
0 
0 

Grant lim II.. 

0 
County 

1- PUD 

"' Idaho . w 
~ Power 
0 Co. II.. 

"' Mont. m ::l 
Power ...1 

II.. Co. 
"' ::l 

"' u.s.; 
Bur. of 
Reel. 

Mis~. ~ 
Re. 

sources 

0 
< 
0 
...1 

0 
1-

...1 

~B. C. Hydro . 
0 & Power 
w Authority 
z 
Q 
1-
< 
"' w 
z 
w 
C) 

4.4 

3.6 

1.1 

0.2 

0.2 

0.3 + 

:r: 
~ 
~ 

z 
0 
...J 
...J 
co 
~ 
a> 

Power Pool 

+ 

NORTHWEST POWER POOL , NET OPERATIONS ENDING JUNE 30, 1963 

BPA SUPPLIED «.9% OF 
NET ENERGY REQUIREMENTS 

0.7 

0.6 

1.9 

1.8 

2.7 

2.9 

3. 1 

4.1 

...J 
0 
0 
II.. 

"' w 
~ 
0 
II.. 

::f 
0 
a:: 
u. 

"' 1-
z 
w 
::f 
w 
a:: 
::l 
C!1 
w 
a:: 

::f 
w 
1-

"' >-
"' 
u. 

GENERATI:!N 
BY UTILITY 

~ 

• o '-y-J ~ 
SURPLUS TO 
POWER POOL 

DEFICIT FROM 
POWER POOL 

88% Water & 
~Eugene 

Ele~. Bd. m Washington 
17% Water 

Power Co. 

41% [:1 Utah 
Power& 
Light Co. 

64% rn To~omo 
City Light 

S4% c:m Seattle 
City Light 

7!% 1=:1 Puget Sound 
Power & 
Light Co. 

0 

w ~Pacifi c: 
Cl 43% Powet' & 
~ Light Co. 
z 
w ~Portland u 76% General a:: 
w Elec. Co. 
II.. 

I I I 

" 2 0 

...J 
0 
0 
II.. 

::f 
0 
a:: 
u. 

a:: 
w 
~ 
0 
II.. 

1-

u 
u. 
w 
0 

z 
Q 
1-
< a:: 
w 
z 
w 
C) 



TABLE l 
U.S. COLUMBIA RIVER POWER SYSTEM 

General specifications, projects existing, under construction and authorized 
June 30, 1963 

Plant installations 

Operating Number Tota l copoci ty 

Proie.!:.,! o2ency 1/ Location Stream of units kilowatts 2/ 

F:xi s tin g 
F rimor:z: s ~·stem 

Ron nevil le C" E Washinqton-O req ort Columbia 10 oi B, 400 
o...3rund C uulee BH Wa::;hing t o n Columbia IB 1,944,000 
Hungr y Hor se RR Mont ano Sooth I ·ark F lathead Z85 ,000 
O e troit CF O reqon Nor th ~3untiam 100 ,000 
McNary CE ','•/qsl linqtort-Ore~on C o lumDia 14 980,0 00 
b iy Cliff ·~T O r roqor. North Sant iom I 18,000 
Lookout Point CE O regon Middle Fork Willame tte 3 I "0 ,000 
.:\lbeni F a lls C l: idaho Pend Oreille 42,600 
Dexte r CF Oregon !diddle Fork Willamette 15 , 000 
Ch ief Joseph CE \Vashi nqton Columbiu 16 I , 0?.4,000 
Chan dler BR Washington Yakima 12 ,000 
The Oalles c r: \\'ash ingt on-Oregon Columbia I E ], 1 19,000 
nozu Bn Wushinq ton Yakima I 1, /.oO 
Ice Harbo r CE Wushinqton Snake 270 ,000 
Hills C reek CE O rego n L~iddle Fork v; illamette 30, 000 

I.I!Jpe r Snake R iver ~~.!_d/ 
~.Hnidoku BH Idul tO Snake 13 , 400 
Boise Diversion BH idaho 3oise I, 500 
Rla ck C anyo n RH idaho F o ye tte 8, 000 
. .l.nder:.=;on Hench BR Idaho ~~;outh r-or k rlo ise 27,000 
Palisnde~ RR Idaho Snuke 114 ,000 

Subtotal ..• . ...• • .•••. . .•...••.....•........... • • .... 

llnrlr.or con struct i ot1 

Couqar 
• ;r een P e t e r 
~~as ter 

John Day 

Lower t.\on umen ta l 
: . ittlo G oose 
d ruces r:ddy 

CE 
C F" 
cc 
CE 
Ct... 
CE 
Cl: 

()r e gott South Fork fdcK enzi e 
Ore, Jon Lliddle Suntiam 
Orc-q o n So:.~t h Sa n tiam 
Was hing ton-Oregon Colwr,bi a 
Wa.sl Jingt on ~~ nuke 

Was h in(J ton :._.:;nake 
Idah o ~:ortL F ork C learwater 

Subto tal ....••..••. . ••..•.••.. • •.•.. • . 

Authorized 
L ibby 'lu' 

Lower G r a nite 
A :.;otin 
S trube 
Ar:-~erican Fulls 3/ 

Subto tal • .••• • .•• 

!'o t a l - 32 project s 

C l : 
CE 
cc 
CE 
BR 

~.~ont nnu 

Washi nqton 

INa.l>binaton-Idaho 
O regon 
Ida ho 

I I CE - Corps o f EnRinPers,' 111-?. • Rure au o f R eclamation. 
2/ Namep/a/P ra tinF:• 

J<oot enni 
~'1nake 

Sn<lke 
.Sou t h l'ork ~./.c!-:enzie 

Snakt"' 

2 
10 

3 
3 

2o,OOO 
80,000 
:lO,OOO 

I , :>SO,OOO 
405, 000 
40,,000 
oOO,OOQ 

" ·14 ,000 
40 5,000 
2 BB , OOO 

4 , 500 
30 ,ooo 

10 3 19 6 '> 0 

Date i n service 

(initial unit) 

J u ne 1938 
,·;eptcmber 194 1 
October 195~ 
J uly 1953 
1\'ovP. mber 195 3 
June 19 5 4 
DE"cembe r 195-; 
!\!arch 195 5 
Ma y 195o 
Auqust j'l ')"! 

f'ebruary 19SG 
May 1957 
Auqust 1956 
December 191· 1 
May 1 9G~ 

~ :oy 1909 
191: 
19co 

December 19SO 
1-'€brllnry 1957 

3/ Incorporate d into the U. S. Columbia River P o u,er Sy~tem by Departmental Order No. 2860 dat Pd ,-\-1ay 2 1, l 9td. 
4/ Construction o f the L ibby pro ject is dep endent upon ratification cf ti.'C Uui te d States- Canadiau T reaty rdaling to dc1 •dop mC'11/ of stnra~f' in tlw 

Canadian portion of the Columbia River Das in. 

eluding the addition in fiscal year 1963 of 120,000 
kilowatts at the Mayfield plant of the City of 
Tacoma and 10,000 kilowatts at the Trail Bridge 
plant of the City of Eugene. Scheduledadditions, 
under construction, or licensed projects would 
add about 3,861,330 kilowatts for a total installed 
capacity of 10,494,140 kilowatts. 

Northwest Power Pool 

Generation by the Northwes t Power Pool, repre
senting principal electric utility systems of the 

Pacific Northwest during the fiscal year 1963, 
is shown in the accompanying chart. 

Fifty percent of the energy generated by the ma
jor utilities of the region was provided by the 
U. S. Columbia River Power System. 

In addition to its other load, Bonneville Power 
Administration provided 8 billion kilowatt-hours 
of energy to meet the net requirements of eight 
other pool utilities. 



TABLE 2 
PACIFIC NORTHWEST GENERATION 

Nameplate rating of plants existing, under construction and authorized or licensed 
Kilowatts 

Exist ing 

No. of Nameplate 

Ownership plants rotin!i! 

Federal aqencies 

Hydro ....... . ..... . .. . . ... 24 6,674,010 
Fuel . . ... . .... . . . . . .. . .. . . 1 18,000 

Total Federal a gencies .. .. .•. .. 25 6,692,010 

P ublicly owned aqencies 
Hydro ..... . .. . .. . . . ... . . . . 32 2,948,080 
Fuel . .. . ..... ... . . .. .. . ... 16 188,370 

Tota l publicly owned aqencies .. . • 48 3,136,450 

Privately owned uqencies 
tiYdr"a-.-.-.-. .. ....... . .. . ..... 89 3, 240,530 

fuel .. ... . . . .. . . ... . . .. . .. 14 255,830 
Total pri vatel ·, cwned (]Qencies •.. 103 3,496,360 

Total 

Hydro . . .. . . . •• • • • • •• •••• 0 . 145 12,862,620 
Fuel .. . . .. .... . . . . . . . .. ... 31 462,200 

To tal i1ydro ar:rl fuel .... .. ... . 176 13, 324,820 

A s umma r y of both Federal and non-Fe deral 
generation in the Pac ific Northwest appears in 
table 2. 

Wheeling of Non-Federal Power 

BPA wheeled or transferred for other utilities 
10.7 billion kilowatt- hours of ene r gy in fiscal 
y ea r 1963. 

This compares with 11.0 billion kilowatt-hour s 
wheeled or t ransferred dur ing fiscal year 1962. 

P ower is being delivered under long-term firm 
capa city contract s from the P elton pro ject of the 
P ortland Gener a l Electric Company, the Box 
Ca nyon project of the P endOreille County Public 
Utility Dis trict, the Rocky Rea ch pr oject of the 
Che la n County PUD, a nd the Ca rmen-Smith pr o j
ect of t he City of Eugene . 

Excess ca pa c ity contra cts cover power from the 
Swift pr oject of the Pacific P ower and Light Com 
pany, the Rock Is land pr oject of the Chelan County 
PUD, the Mayfield pr o ject oftheCityofTacoma, 
a nd from the Priest Rapids pr oject of Gra nt 
County P UD and into the r egion from the Idaho 
P ower Company . 

June 30, 1963 
L icenscd 

Und e r construc tion or authori zed Total 
No. of Nameplate No. of Name plat e No. of Nam eplate 

plants ~- plant s ~ plan ts ~ 

7 2,595,000 6 1 123,500 37 10,392,510 
0 0 0 0 I 18,000 
7 2,595,000 6 . 1, 123,500 38 10,410,510 

7 1,617,370 2 767,010 ~I 5,332,460 
l 860,000 0 0 17 1,048,370 

8 2,477,370 L" 7b'T,OTii "'S8 5,380,830 

2 616,950 0 0 91 3,857,480 
0 0 0 0 14 255,830 

2 616,950 0 0 105 4,1 13,310 

16 4,829,320 8 1,890,510 169 19,582.450 
1 860,000 0 0 32 1,322,200 

l7 5,689, 320 8 1,890,510 201 20, 904,650 

TABLE 3 
Electric energy account fo r fiscal year 1963 

Energy received ( t~;illions of kilowatt-ho•Jr!,; ) : 
F-.nerg y genera ted for RrA 

:-3ureau o f Reclnmntion .. • . . .. . . , . . . . . . . . . . . . 1 ?., 118 
Cor ps of r.nqir.eer s ..• . •. . • . •••. . • • . . ••.•. , . 19,838 

rower interchcmged in . • . . • . • . . • . • . • • • . . • • • . . . ]"}, 754 

''!"otal rec<'ive•::l . • . • . . . . . . . • • . . . . • • . . • • • . • • ·-!5, 7 10 
= 

Er.ergy delivered {r:1illion:::; cf kilowutt-hour~;) : 

Soles • • • . • • . • . • . • • . • . • . • • . • • • . . . • • . . • • . • 30, 2C2 
Power intnrchanged o ut . , . , . , .. , . , .. , . •. , . . , . • 13, 58 3 
Used by ..\J:ni n istrat io r . • .. • •... , . , . . .. , , , . . , , . 17 

'ictal delivo?red ... . . .. . . , . . . . . . . . . . . . . • . . ·1 3,R:~~ 

En~rgy bss£-s in tran~r.1ission anrJ transforr.1otion. , . . . . • l,BR8 
Losse~ ir. perr.ent of the totol rec-e i ·,~d -- rA~rcen t . . • . . . . . 4 . 1 
:.\aximurr. d emand or, fpder-::11 !.lant s (k il c-·uut t ::;) J rn;u:=r y 11, 

1963 , S-f: p . r.1 . , :·sT . .... . .. .... . .. . .. . .. . . . 'l ,10] ,000 
L oad factor, tot (Jl •..Jer.C"rat.;;.:! for BPA, per cent .. . , , . • • , , 67 . S 

P er centage dis tribution by classes of custom er s 
for fiscal y ea r 1963: 

Number o f 
cus tomef s, 

J u n e 1963 

Publicly 0wned Htilitiet-; . ... .. , . . . . 83 
T-' ri v0tcly owne•j util i tie~: . . . . . . . . . . • 7 
/durr.inum i ndustry . . • . . , .. •. . , • . , 9 
O t her indus tries em -! Federal aqenrie~ . • 19 

·iotul .. . . . . . . . . . . . . . . . . . . . 118 

Hanford Steam Generation 

E ne rgy so l es 

by percen t 
of to to! 

4 3. 7 
11. 3 
30 . 3 
14.7 

1 ro.r. 

In fiscal year 1963, congr essiona l legis la tion 
authorized the Washington Public Power Supply 



System to contract with the Atomic Energy Com
mission for lease of land, purchase of reactor 
by-product steam and other necessary arrange
ments for construction of a steam plant to pro
duce electric power utilizing otherwise waste 
steam from the New Production Reactor (NPR) 
at Hanford. The installed capacity of the two 
steam generators will be 800,000 kilowatts. Ex
change agreements among BPA, WPPSS, and 
purchasers of the project output were completed 
to permit the interchange of power and effectively 
integrate the steam plant with West Group Area 
resources. Such integrated operations will add 
more than 900,000 kilowatts of salable firm 
power to the region's resources and avert a 
power shortage which would have occurred under 
critical streamflow conditions in 1965-66. 

Transmission System 

Bonneville Power Administration, since it placed 
its first line into operation 25 years ago, has 
grown into a network of 8,910 circuit miles of 
high voltage transmission lines and 248 sub
stations of 14,895,345 kilovolt-amperes of trans
former capacity. This reflects an average yearly 
growth of 356 miles of lines, and 595,810 kilovolt
amperes of transformer capacity. Additions in
clude 238 miles of transmission lines and 24 sub
stations of 223,850 kilovolt-amperes of trans
former capacity in southern Idaho. 

The present system reactive capacitance is 
2, 752,000 kilovolt-a mperes. 

Construction Under Way 

Key facilities under construction at the end of 
the fiscal year included: 

e A second 33-mile, 230,000 volt line between 
Chehalis and Longview, Washington, to rein
force the Administration's system in the 
Longview area of southwestern Washington. 

e A 70-mile, 500,000 volt line between Arling
ton and Blaine, Washington, to provide 
transmission capacity for delivery to the 
Canadian border of secondary power for sale 
to British Columbia and to carry a portion 
of Canada's share of the downstream bene
fits r esulting from the Canadian storage 
treaty. Initially, this line will be operated 
at 230 kilovolts. 

e A 93 - mile, 230,000 volt line between the Ad
minis tration' s Bell Substation near Spokane, 

Washington, and the Canadian boundary 
north of Metaline Falls to provide an inter
connection with the West Kootenay Power 
and Light Co., Ltd., to interchange energy 
and to permit regulation of water resources. 
This line will also enable the Administration 
to deliver to Seattle a portion of the output 
of the City of Seattle's Boundary hydroelec
tric project. 

e A llO-mile, 500,000 volt line between Big 
Eddy, near The Dalles, Oregon, and Keeler, 
near Portland, to be operated initially at 
230,000 volts. This line will reinforce the 
Portland and Willamette Valley transmis
sion system, transmit power to the Portland 
area, initially from The Dalles and later 
from the John Day hydroelectric plants and 
wheel from non-Federal plants on the Co
lumbia River. 

e A 120-mile, 500,000 volt line between Vant
age, Washington, and Covington to serve the 
load growth in the Puget Sound area, and 
provide a normal level of reliability. 

e A 73-mile, 230,000 volt line between Alvey 
Substation, near Eugene, Oregon, and Tah
kenitch, near Reedsport, Oregon, to serve 
increasing loads in the central Oregon 
coastal area. 

e A 47 -mile, 230,000 volt line between Olym
pia, Washington, andAberdeen, Washington, 
to prevent overloading of existing lines when 
outages occur. 

e A 13-mile, ll5,000 volt line between Kitsap, 
near Bremerton, Was hington, and Bangor 
to provide additional power to the U.S. Naval 
Ammunition Depot at Bangor, Washington, 
and the Naval Torpedo Station at Keyport, 
Washington. 

e A 10-mile, ll5,000 volt line between North 
Bonneville and Stevenson, Washington, to 
serve the load growth in the Stevenson area. 

lnterties 

During the year BPAanalyzedsevennon- Federal 
proposals for construction of Pacific Northwest
Pacific Southwest interties a nd presented them to 
the Appropriations Committees of the Congress 
together with the budget proposal. 



BPA recommended to the House and Senate Ap
propriations Committees the following: 

e A 750,000 volt direct current transmission 
line from the Columbia River to the Los 
Angeles area, constructed jointly by BPA 
and the Bureau of Reclamation. 

e A 500,000 volt alternating current transmis
sion line from the vicinity of John Day Dam 
to the Oregon-California border constructed 
by BP A and connected with a similar line to 
be constructed in California by non-Federal 
entities. 

BPA has advised Congress that before it sells 
surplus power to California customers it is 
essential that Congress enact legislation de
fining the primary marketing area of the Bonne
ville Power Administration and establishing the 
ground rules for sale and exchange of surplus 
power and peaking capacity outside the region. 

Studies are in progress on a proposed Missouri 
Basin-Pacific Northwest extra high voltage in
terconnection. 

Columbus Day Storm 

Bonneville Power Administration's transmis
sion system was put to one of its severest tests 
during the "Columbus Day" storm that swept 

Attaching steel "sock" to conductor 
on B ig Eddy. Keeler 500kv line. 

western Oregon and Washington coastal areas on 
October 12, 1962. A windstorm of hurricane force 
with wind velocities up to 116 miles per hour 
struck Gold Beach, Oregon, at 2 p.m., and moved 
northward as far as Port Angeles, Washington. 
The barometer in the Portland system control 
center dropped to 28.91 inches, and by 6 p.m. the 
system load dropped to 50 percent of normal. 

There were one or more interruptions to 42 
transmission lines, which resulted in over 60 
power failures at 48 substations. 

BPA Service Restored 

BPA restored power to 75 percent of the substa
tions within 8 hours, 90 percent within 24 hours 
and all stations within 48 hours. BPA service was 
not interrupted to any major industrial customer 
during the storm. However, one aluminum plant 
was shut down because of damage to its facilities. 

Other electric utilities in the area suffered se
vere damage to their overhead distribution sys
tems, which resulted in extensive power outages 
of long duration for many individual customers. 

A summary of the major damage to the BP A sys
tem which totaled about $1,200,000 follows: 

e Two 500-foot transmission line towers on 
the Columbia River crossing at Vancouver, 
Washington, were destroyed. 

e The 412-foot transmission line tower on the 
Washington side of the Columbia River 
crossing near Longview was destroyed. 

e A steel tower on one 230 kilovolt transmis
sion line and two steel towers on another 230 
kilovolt line were destroyed. 

e Seventeen wood structures on 115 kilovolt 
transmission lines were blown down. 

e The conductors and steel towers on one 115 
kilovolt transmission line were so badly 
damaged by falling trees that 5 days were 
required to repair the damage. Another 
115 kilovolt transmission line had 25 to 30 
trees in the line and 3 spans of conductor 
on the ground. 

High Voltage Transmission 

Two important steps were taken during the year 
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in advancing the technology of high voltage power 
transmission in both alternating and direct cur
rent. 

Clearing operations were started on the right
of-way for the first 500,000 volt alternating cur
rent transmission line and construction was 
started on a $2 million direct current transmis
sion test center. 

Continuing engineering and economic studies 
have demonstrated conclusively the advantage8 
of a 500,000 volt alternating current grid over
lay for the future transmission system. The tran
sition to 500,000 volt transmission has required 
extensive investigation of conductor design and 
configuration, tower requirements, corona phe
nomena, insulation levels, radio interference, 
and similar problems. 

Completion of the Charles E. Carey high voltage 
laboratory at J. D. Ross Substation has made it 
possible to conduct many of the tests and inves
tigations with BPA equipment and facilities. 

Direct Current Test Center 

Construction was well under way on Bonneville 
Power Administration's high voltage direct cur
rent test center, first of its kind in the United 
States. The huge air-supported plastic dome, 
which houses the direct current power supply and 
testing equipment, is 200 feet long, 100 feet wide 
and 58 feet high. The plastic dome, costing a third 
as much as a comparable rigid structure, was 
completed in June 1963 and work was begun on 
installing the massive rectifier units. Com
pletion of the test equipment and test line is 
scheduled for October. 



The 2-year test program is an important element 
in Ame::-ica's contribution to technologicallead
ership in direct current power transmission. The 
new technique of power transmission will make 
transportation of large blocks of energy over dis
tances of 1,000 to 2,000 miles economically fea
sible. 

Power from the adjacent Big Eddy Substation, 
near The Dalles, Oregon, will be converted from 
13,800 volts alternating current to 1,100,000 
volts direct current. Combined with the test line, 
the facility will 'produce· the electrical voltage 
stresses associated with actual long-distance di
rect current transmission. Data will be provided 
to establish standards for insulation and con
ductor spacing and size, together with investiga
tion of conductor radio noise problems, insulator 
contamination, leakage, and flashover phenom
ena. 

Load Frequency·Control 

New load frequency-control equipment for the 
U. S. Columbia River Power System was in
stalled at the Portland system control center 
in July 1962. The equipment provides automatic 
regulation of generation at Bonneville, The 
Dalles, McNary, Chief Joseph and Grand Coulee 
powerhouses in accordance with system electri
cal conditions and manually set schedules of 

Helicopter moving radio noise test house 
to isolated location, Big Eddy de fest line. 

participation. System control based on constant 
frequency with automatic time correction or 
tie-line bias may be selected. 

Present plans for interregional transmission 
lines include the requirement for tie-line bias 
control in order to limit the magnitude of power 
fluctuations during normal operating conditions 
on such lines. Full use of tie-line bias control 
cannot be realized until new telemetering and 
control equipment is placed in service. Benefits 
from the installationhavealready included a less 
severe duty cycle at the regulating powerhouse, 
rapid automatic recovery from some kinds of 
system emergencies and close control of system 
time. 

Radio Noise Telemetry 

A radio noise telemetry system has been devel
oped for detection of radio influence current in 
an energized transmission line. The information 
detected during the test period is transmitted 
via low power very high frequency radio to the 
place where it will be recorded on a punched tape 
so that the data can be analyzed on automatic 
data processing equipment. The radio telemetry 
system will play an important part in the radio 
noise investigation associated with the high volt
age direct current test program and in future 
high voltage development work. 
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Introduction 

This has been a year of important changes for 
BPA in financial matters. Two are especially 
significant. 

First, we have changed the method of computing 
our rate and repayment requirements. We no 
longer follow the severe schedule for paying 
out each project, individually, over a 50-year 
period. We have adopted a less severe schedule 
known as "Consolidated System 50-Year Rate of 
Payout Plan". It still will pay out each project 
within 50 years after completion, but on a system 
basis by which the continuing revenues from each 
older project after it is paid out will be used to 
help pay out the remaining balance on newer 
projects. 

Considering the actual service lives ofthe dams 
for which we market power, the new repayment 
plan is very conservative. It also brings our fi
nancial practices more nearly into line with those 
followed by Federal power marketing agencies in 
other river basins. We shall discuss this change 
in some detail later in this section. 

Second, we have changed the format of our annual 
financial statements. Our purpose is to make 
them simpler and more informative. The new 
statements involve only one set of figures instead 
of two or sometimes three as heretofore. They 
appear under the heading "Bonneville Power Ad
ministration", but show the net results for the 
entire power system operation including all 
Corps of Engineers and Bureau of Reclamation 
hydroelectric projects in the Columbia River 
Basin as well as BPA. Later in this section we 
shall discuss this change more fully, too. 

When this annual report went to press, theU. S. 
General Accounting Office had not completed its 
audit of the financial schedules presented herein. 
Therefore these schedules are subject to possi
ble audit adjustments. 

Cumulative Surplus 

On the new basis of reporting, we incurred a net 
deficit of $5,483,000 for fiscal year 1963. How-

ever, cumulatively over our first 26 years of op
eration, ending June 30, 1963, we had a net sur
plus of $22,955,000. 

The financial results of operations for the fiscal 
year and in total through 1963 are presented in 
the accompanying statement of revenues and ex
penses designated as schedule 1. 

Assets and liabilities as of June 30, 1963, are 
set forth in the balance sheet, schedule 2. These 
balance out at $1,709,714,000. 

Schedules A through E are supporting schedules 
which contain detailed information on the finan
cial results of operations. These include the 
amount and repayment status of the fixed capital 
investment of the associated projects. 

Fiscal Year 1963 Revenues 

BPA gross revenues in 1963 were $77,704,000. 
This represented a gain of $3,221,000, or 4.3 
percent, over fiscal year 1962. 

Revenues for 1963 consisted of energy sales of 
$71,978,000 and miscellaneous revenues, princi
pally charges for the wheeling of non-Federal 
power over the Federal system, of $5,726,000. 

A more detailed comparative analysis of rev
enues for fiscal years 1956 through 1963 is pre
sented later in this report. 

Cumulative Revenues 

From the beginning of BPA operations in 1938 
through June 30, 1963, we accrued revenues to
taling nearly one billion dollars--$956,439,000. 

These have been applied to the total power sys
tem as follows: 

e $268,858,000--operations and maintenance 
expenses. 

e $327 ,876,000--interest expense. 

e $359, 705,000--repayment of capital invest
ment. 
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Cash receipts lag behind accrued revenues be
cause the latter include accounts receivable, ex
change account sales and miscellaneous re
ceipts. Cash receipts--the amount actually re
turned to the Treasury--totaled $933,457,000. 
Schedule B furnishes a link between the funds 
returned to the Treasury as shown in our bal
ance sheet, schedule 2, and the total operating 
revenues shown in our statement of revenues 
and expenses, schedule 1. 

Of the total funds returned, we allocated to the 
associated projects of the Corps of Engineers and 
the Bureau of Reclamation $549,256,000 and to 
the transmission system $384,201,000. 

Capital Investment 
The capital investment still owing for proj
ects and transmission system in operation 
as of June 30, 1963, was $1,638,968,000. Of 
this, $1,214,592,000 represented the unamor
tized investment in associated projects re
turnable from power revenues. The remain
der, $424,376,000, representing the unamortized 
investment in transmission, consists of our 
total transmission investment of $538,091,000 
less the depreciation (amortization) reserve of 
$90,760,000 and the $22,955,000 surplus, or ad
vance payments. These data appear in schedule 2. 

Of the $1,214,592,000 still owing on associated 
projects, $264,915,000 represents cost allo
cated to irrigation but assigned to BPA power 
revenues for repayment. Irrigation costs thus 
amounted to 21.8 percent of the unpaid balance 
of plant investment of associated projects re
turnable from power r evenues. Details by project 
are shown in schedule C. 

This is the first time our financial statements 
have shown specifically the amount of irrigation 
construction costs assigned for repayment from 
BPA power revenues. The amount is growing. 
When all the irrigation projects, divisions , units 
and blocks under construction or authorized as 
of June 30, 1963, including those in southern 
Idaho, are completed, BPA' s total irrigation 
repayment obligation will be $656,106,000. 

Deficit Years 

Although we did have a cumulative surplus of 
$22,955,000 a s of June 30, 1963, we incurred 
net deficits each of the years 1958through 1963. 
Six years ago, on the old basis of reporting, our 
surplus was $78,800,000. 

The main reason for our recent deficits is that 
we have not been able to sell all of the energy 
our system could produce in better than critical 
water years. During the 6 years in which our 
surplus diminished alarmingly, we had unsold 
Federal power--secondary power and temporar
ily surplus firm power--worth $157 million at 
our rates. 

If the proposed Pacific Northwest-Pacific South
west Intertie had been in operation during these 
years, we could have sold much of this power 
and we likely would not have had any deficit 
years. 

Despite these deficits, BPA revenues for this 
6-year period were sufficient to pay all power, 
operation, maintenance and interest expense, 
plus more than $100 million for amortization 
of power generation and transmission construc
tion costs. Thus the reported deficits during 
these 6 years were deficits only in the sense 
that revenues remaining after meeting all cur
rent expenses did not come up to the benchmark 
schedules previously used as the measure of 
repayment requirements. They havenotbeenout 
of pocket losses. 

Revenues Analysis 

Table 4 is an analysis of our revenues from 
power sales by class of customer and type of 
service for fiscal years 1956 through 1963. 
The table also shows the amount of miscellaneous 
power revenues for each year of the period. 
The table contains trend percentages for each 
class of customer and for miscellaneous power 
revenues to highlight the annual variations and 
longer term trends. 

Total sales of electric energy increased 20 
percent during the period. More significant, how
ever, are the curtailments of sales to the alumi
num industry and the privately owned utilities 
contrasted with the continuous growth in sales 
to the publicly owned utilities. Thus the 20 per
cent gain for total sales obscures the fact that 
firm power sales rose '36.8 percent during the 
1956-63 period while nonfirm sales fell 50 per
cent. 

Firm sales to the aluminum industry increased 
through 1960. However, beginning with 1958, 
some of the aluminum plants curtailed their firm 
power loads. Iri fact, such curtailments in 1958 
through 1963 cost BPA $5,500,000 in los s of r ev-
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enues. We lost additional revenues when the 
Aluminum Company of America switched part 
of its service from the Federal system to the 
Chelan County PUD' s Rocky Reach Dam project. 
This, of course, was in accordance with pre
viously arranged contracts. 

Nonfirm sales to the aluminum industry showed 
a small drop in 1957. This category of sales 
then fell very rapidly to a low point in 1961 
which was only about 28 percent of the 1956 
level. Nonfirm sales to the a luminum indus try 
have increased again during the past 2 years. 

As of June 30, 1963, these plants were operating 
at about 65 percent of their interruptible power 
capacity, and there was very little firm power 
curtailment. 

Firm power sales to privately owned utilities 
decreased rapidly after fiscal year 1959, with 
some improvement ·in 1963. 

The decrease can be attributed primarily to 
development of non-Federal sources of supply. 
The private utilities built new projects of their 
own. They also purchased substantial amounts 



of power, on long-term contracts, from the pub
licly owned utilities which went into the dam 
building business during a period when "no new 
starts" was Federal power policy. The Federal 
plants were forced to carry the region's tempo
rary power surplus. 

Sales to publicly owned utilities, on the other 
hand, increased by $16,600,000, or 85 percent, 
during the same 7 years. Even those publicly 
owned utilities which built large hydro plants of 
their own continued to purchase substantial 
amounts of lower cost BPA power while selling 
the bulk of their own generation to the private 
utilities. 

Our miscellaneous revenues increased several
fold during the 1956-63 period. Two factors con
tributed to this growth. The first is charges by 
BPA for wheeling non-Federal power. The major 
portion of new non-Federal generation is wheeled 
over the Federal transmission network to avoid 
duplication of facilities. The second factor is 
payments to BPA for coordination and storage 
benefits. Non-Federal utilities have made sub
stantial payments each of the past 2 years for 
benefits from coordination with the Federal sys
tem and from upstream Federal storage. 

New Payout Policy 

Bonneville Power Administration's rates are re
quired by law or long-established custom to ac
complish four things: 

e Return all the costs of operation and main
tenance of the transmission system and 
associated power generating projects. 

e Pay interest on the Federal investment in 
power facilities, both transmission and gen
eration. 

e Amortize the capital investment in power 
facilities, both transmission and generation, 
within a "reasonable" period of time. Con
gress has come to recognize at least 50 
years as a "reasonable" period of time. 

e Return to the Treasury within fixedperiods 
of time a substantial portion of the costs of 
irrigation which have been determined to be 
beyond the ability of the water users to re
pay. 

Until very recently, BPA wholesale rates--the 
lowest in the Nation--were adequate to accom-

plish all of these purposes and to build a sur
plus, as well. Now we are faced with the neces
sity of a rate increase, albeit the first in our 
history. This led to a careful examination of the 
basis for calculating our rate and repayment re
quirements, and adoption of the new payout prin
ciples referred to at the beginning of this section. 

The old amortization schedule computed the an
nual payout requirements for eachproject, indi
vidually, over a 50-year period after completion 
with a minor exception. 1/ As each new project 
came on the line, its payout requirements were 
added to our total annual repayment obligations 
for the existing projects. Revenues from all of 
the projects were used to repay the total obli
gations. However, under the old schedule, as each 
project paid out, even though it would continue 
earning revenues , its revenues were not to be 
used to repay the remaining system obligations. 
They simply were to be returned to the Treasury 
as unassigned receipts, and the remaining proj
ects were to meet their own repayment require
ments within 50 years. Rates would have to have 
been set accordingly. 

The Federal power systems in other river basins 
do not apply such a severe rate test. The 
Missouri River Basin project and the Central 
Valley project , for example, each consists of 
both Corps of Engineers and Bureau of Reclama
tion projects, as does the BPA system. These 
systems treat the entire integrated system as one 
project for rate and repayment purposes as well 
as for operations purposes. 

The Secretary of the Interior, on April 3, 1963, 
approved the new plan for the Bonneville P ower 
Administration which pools all the projects into 
one system for rate and repayment purposes. 
Thus, when Bonneville Dam, the first in our sys
tem, is paid out in 1994, 2/ its revenues beyond 
that date will be used to help pay out the newer 
dams in the system. Fifty years after the last 
dam on the system is completed, it will be paid 
out from its own revenues and those of the older 
dams which were paid out earlier. In this manner, 
the power investment in each dam still will be 
repaid within 50 years· after its completion. 
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An inevitable result of the new amortization plan 
is that we will pay more interest in the long run, 
but that the total obligations for the system can 
be met with lower annual principal payments 
spread out over a longer period of time. Yet the 
overall system payout period is well within both 
the economic and physical lives of all the proj
ects in the system. The reduction per year for 
the present system amounts to about $6 million. 

I rrigation Assistance 

The new payout system also makes adequate 
provision for the return from power revenues of 
construction costs allocated to irrigation but 
which are beyond the ability of the water users 
to repay. We will return these irrigation costs 
on the basis of the longer of (1) the period avail
able to the water users (following the allotted 
developmental period, if any) for making their 
payments on construction costs, or (2) 50 years 
after water is made available to the land- -except, 
of course, when a different period is set by law. 
This policy will apply to repayment assistance 
for each block of land. 

Revised Cost Allocations 

In recomputing our annual repayment obliga
tions, we also have taken into account new cost 
allocations for certain projects. The lion's 
share of costs for Federal multipurpose projects 
in the Northwest is reimbursable and assigned to 
power, primarily, and to irrigation. Other costs, 
such as for navigation, flood control, fish and 
wildlife, and recreation, are considered by Con
gress to be of such general value to the Nation 
that they are nonreimbursable. Power pays more 
than 75 percent ofthe total cost of these projects. 

The cost allocations for a number of projects 
are still tentative. In some cases, notably for two 
large Corps of Engineers' projects- - McNary and 
The Dalles--the original tentative allocations 
have been revised to substantially reduce costs 
charged to power. Even these revised allocations 
are tentative. 

Until this year we used the original tentative 
allocations. However, in preparing our financial 
statements for this year we have used the revised 
tentative allocations for McNary and The Dalles. 
This has reduced our annual repayment obliga
tions by about $1,700,000 per year . 

Schedule 4 of last year's Auditors' report showed 

Irrigation flume 

a payout surplus of $2(),111,395 for BPA and the 
associated projects in operation. Ofthis, the BPA 
surplus was $15,342,903 and that for the asso
ciated projects $4,768,492. The surplus for the 
associated projects would havebeen$14,662,492 
on the basis of revised cost allocations for Mc
Nary and The Dalles projects . However, our new 
financial statements beginning with fiscal year 
1963 wipe the slate clean, so to speak, in the 
case of associated projects. We consider them 
to be just on schedule, no more and no less. This 
means that a surplus of $14,662,492 for the asso
ciated projects as of June 30, 1962, has been 
foregone on our books. 3/ However, it also means 
that we have that much less to repay on the re
maining capital investment. 

3/ Although this surplus of $14,662,492 for the associated projects has 
been treated in this manner for statement purposes, it might, with 
considerable logic , have been added to the net surplus that we re· 
port as of the beginning of fiscal year 1963, in wh1ch case the sur
I!Jus would have been 114,662,492 greater than what we have reported. 
The decision to treat the $14,662,492 surplus as we did is based 
largely on the consideration that, henceforth. we plan to include in 
Bonneville's annual expenses the exact payout requirements of the 
a.uociated projects; so :hat, henceforth, such proJects will shaw 
neither a surplus nor a deficit. Thi ."> will mean tha: BPA 's surplus 
or deficit will also be the net result for the system. We bel ieve 
this will simplify the reports . In order to start 1963 on this basis, 
the surplus Jor the associated projects as of tlw end of 1962 was 
written down to zero. 



Our new financial statements also reflect a 
change i'1 the cost allocation for the Columbia 
Basin project (Grand Coulee Dam). Originally, 
Grand Coulee Dam was not considered useful 
for flood control and no costs were allocated 
to that purpose. However, after the disastrous 
flood in the Lower Columbia River Basin in 
1948, changes were made in the operating reg
ulations of Grand Coulee Dam such that the 
project has since supplied important flood con
trol benefits. 

Effective with fiscal year 1963, an interim 
revision of the cost allocation for the Columbia 
Basin project was approved by the Secretary 
of the Interior. The new allocation assigns 
$46 million of joint construction costs to flood 
control and reduces the allocation to power by 
$20 million and the allocation to irrigation by 
$26 million. Since both of these latter items 
would have been repayable from commercial 
power revenues but the flood control allocation is 
nonreimbursable, this change in the allocation 
reduced our power payout requirements approxi
mately $1 million per year . 

Additional flood conh·ol be nefit ::, can be obtained 
from Grand Coulee with rather inexpensive mod
ifications of some of the outlet tunnels. When and 
if such modifications are made, a further and 
definitive revision of the official cost allocations 
for the Columbia Basin project can be expected. 

In our annual report for 1961 at page 28, we re
ported that BPA's scheduled amortization re
quirements had been substantially overstated. 
As a result, of course, the surplus was under
stated by the same amount. The overstatement of 
amortization charges resulted becam;e we in
cluded in the base amount of investment to be 
amortized not only plant actually in service but 
also (1) construction work in progress, (2) 
property held for future use, and (3) certain 
current assets, primarily materials a nd sup
plies inventories. 

Construction work in progress and property held 
for future use are not properly to be depreciated 
or amortized until s uch time as they are placed 
in service and thereby start producing r evenues. 
This is the policy followed by utility regulatory 
commissions in fixing the rates of utility com
panies. 

Current assets should not be amortized because 
they e ither remain in liquid form or, in due 
course, they a r e charged to expenses or to con -

struction costs and then repaid in the regular 
manner for expenses or plant investment. As 
of June 30, 1962, the overstatement of Bonne
ville Power Administration' s scheduled amor
tization requirements was $14,882,000. 

The payout surplus reported last year, after re
flecting all adjustments, may be reconciled to the 
surplus shown in our new financial report, 
schedule 1, as follows: 

Payout surplus as of June 30, 19bt, per 
schedule 4 of the Auditors' report • • $20,111,000 

Adjustment fo r revised cost a llocation a t 
McNary and The Dalles • . . • . • +9,894,000 

Adjustment to correct BPA 's scheduled 
amortization requirements • . . • • +14,882 ,000 

Adjusted payout surplus as of June 30, 
1962 . . • . . • • . • • . • . • . 44,88 7,000 

Deduct the surplus of the associated proj-
ects (see text above for explanation) • . -14,662,000 

Subtotal • • • • • • • • • • • • 30,225,000 

Net a djustment to accrual accounting basis 
from former cash accounting ba sis -I, 787,000 

Payout surplus as of June 30, 1962, on new 
basis • • • . • • • • • • • • . • • • 28,438,000 

Deduct payout deficit for fiscal year 1963 
per schedule I. • • . . • • . • • • • -5,483,000 

Surplus as of June 30, 1963, on new r e port-
ing basis per s chedule I •••••••• $22,955,000 

New format 

As indicated at the beginning of this section 
we have, as part of our revised financial 
program, adopted for 1963 a new format for 
our financ ial statements. 

The new format, under the heading of "Bonneville 
Power Administration", provides a single set 
of figures which utilize the offic ial payout 
accounts for the projects of the Bureau of 
Reclamation and the Corps of Engineers , and 
which show the net results for the entirE. 
power system as well as BPA, itself. This 
simplified form of reporting, we believe, will 
permit the Congress or a ny other interested 
party quickly to determine whether our rates 
are sufficient to assure repayment of our finan
cial obligations within time limits prescribed 
by various acts of Congress. 

These r esults are computed on a compound 
interest depreciation basis for BPA which 
gives, for practical purposes, the same results 
as an amortization basis. Congress in several 
instances has shown a preference that payout 
of the Federal investment in power facilities 
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be accomplished on an amortization basis. In 
fact, the Bonneville Project Act indicates that 
rates shall be based upon the amortization of 
the capital investment over a reasonable period 
of years. Frequently Congress has indicated 
that 50 years constitute a reasonable period 
for amortization, although when the Bonneville 
Project Act was passed the Congress speci
fically rejected a proposed amendment that would 
have specified 50 years as the maximum reason
able amortization period. Should Congress es
tablish a policy different from the 50-year 
amortization plan herein described, we would, of 
course, revise our payout methods accordingly. 

Formerly, we reported two sets of figures and 
the Bureau of Reclamation's official accounts 
constituted a third set. One set of figures with 
net results was for the "Columbia River Power 
System" which included BP A and the associated 
projects. This statement was on the basis of 

conventional depreciation cost accounting; it 
utilized--in the case of Bureau projects-
memorandum accounts showing depreciation in 
lieu of official accounts using amortization and 
replacement accounting. 4/ Also, as noted ear
lier, it relied on obsolete cost allocations. Our 
second statement was presented on a "payout" 
basis by substituting amortization requirements 
for depreciation expense, cash receipts for 
accrued revenues, and by making partial adjust
ments of the accrued expenses to a cash basis. 
The use of two sets of figures has been con
fusing. Our new format should end the confusion. 

4 / One p urpose of our financial, reports heretojore was to present ctata 
on the same basis as private utilities - namely, according to the 
Federal Power Commission's System of Accounts for Electric 
Uti?ities . . That system was based on depreciation accounting, 
wh~ch was not necessary for the official accounting and reporting 
on Bureau o[ Reclamation projects. The Bureau accommodated 
us by providing memorandum accounts on a depreciation basi,<;. 
Now we can use the official payout accounts because for BPA We 
are showing as an expense item the payout requirements, of the 
associated proje cts which are based on amortization rather ihan 
depre ciation. 
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SCHEDULE 1 

UNITED STATES DEPARTMENT OF THE INTERIOR 

BONNEVILLE POWER ADMINISTRATION 

STATEMENT OF REVENUES AND EXPENSES (NOTE 1) 

FISCAL YEAR 1963 AND CUMULATIVE TO JUNE 30, 1963 

(In thousands of dollars) 

Operating revenues 
Sales of electric energy 
Other operating revenues 

Total operating revenues 

Operating expenses 
Net requirements of associated 

projects (schedule A) 
Purchased power 
Operation expenses 
Maintenance expenses 
Provisions for 

depreciation (amortization) (note 2) 
Property losses chargeable to operations 

Total operating expenses 

Net operating revenues 

Interest and other deductions 
Interest on federal investment 
Interest charged to construction 
Miscellaneous income deductions, net 

Total interes t and other deductions 

Net revenues (deficit) 

Cumuloti ve fo 

June 30, 1962 

854,291 
24,444 

878,735 

501' 161 
II ,582 

108,353 
33,029 

97,857 
5,224 

757,206 

121,5~ 

100,838 
(8,629) 

882 

93 ,091 

28,438 

F.Y. 1963 

71,978 
5,726 

77,704 

48,095 
1,284 
9,362 
4,524 

10,003 
94 

73,362 

4,342 

10,048 
(225) 

2 

9,825 

(5,483) 

"Notes to financial statements" (schedule E) are an integral part of this statement. 

( ) Denotes red figures. 

Cumu lotive to 

June 30, 1963 

926,269 
30,170 

956,439 

549,256 
12,866 

117,715 
37,553 

107,860 
5,318 

830,568 

125,82! 

ll0,886 
(8,854) 

884 

102,916 

22,955 



Fixed assets- transmiss ion system 

Electric plunt in service 
Electric plant leased to others 
Construction work in progress 
Electric plant held for future use 

Total fixed assets 

Less reserve for 
depreciation (amortization) (note 2) 

Transmission system original cost, net 

Deferred cha~ for re_p_ayment obligation 
at associated projec!_s (schedule C) 

Current assets 

Unexpended funds 
Special funds 
Accounts receivable 
Accrued utility revenue 
Materials and supplies 

Total current assets 

Special funds 

Trust funds 
Advances - Bureau of Reclamation 

Total speci a! funds 

Other assets and deferred charges 

Clearing accounts 
Other work in progress 
Other deferred charges 

Total other assets and deferred 
charges 

UNITED STATES DEPARTMENT OF THE INTERIOR 

BONNEY! LLE POWER ADMINISTRATION 

BALANCE SHEET AS OF JUNE 30, 1963 (HOTE 1) 

520,244 
463 

16,091 
1,293 

538 ,091 

1,2 14,592 

31' 123 
960 

3,632 
6,536 
4 204 

46,455 

334 
30 

(22) 
953 

41 

972 

1 709 714 

(In thousands of dollars) 

LIABILITIES 

Investment of U.S. Government- transmission system 

Congressional appropriations, including amounts for 
expenses of operation , maintenance, administra tion , etc. 

Revenues transferred to continuing fund 
Transfers from other Federal agencies - net 
Interest on Federal investment 

Gross Federal investment 
Less funds returned to U.S. Treasury (schedule B ) 

Total funds returned 
Returned for associated projects 

Funds returned for transmission system 

Net investment of U.S. Government
transmission system 

Accumulated net revenues 

Balance at June 30, 1962 
Net revenues (defici t) - current year 

Balcmce at June 30, 1963 

Unamortized investment in associated projects 
returnable from commercial power revenues (schedule C) 

Total 
Less repayments to date 
Repayments for O&M and interest 

Repayments for amortization 

Unamortized amount 

Current liabilities and other credits 

Accounts payable 
Employees' accrued leave 
Trust fund advances 

549,256 
(320,366) 

Total current liabilities and other c redits 

"Notes to financial statements" (schedule E) are an integral part of this statement. 

( ) Denotes red figures. 

933, 457 
(549,256) 

28 ,438 
(5, 483) 

1,443 ,482 

228,890 

712 ,0)9 
2,974 

19,736 
110 ,886 
~ 

461 ,414 

22 ,955 ---

1 ,214 , 59~ 

7,698 
2,721 

334 

10,753 

1,709,714 v> 
n 
:t 
m 
0 
c 
r 
m 
"-' 



Project 

Fiscal year 1963 
Albeni Falls (CE) 
Bonneville Dam (CE) 
Chief Joseph (CE) 
Columbia Basin (BR) 
De trait-Big Cliff (CE) 
Hills Creek (CE) 
Hungry Horse (BR) 
Ice Harbor (CE) 
Lookout Point-Dexter (CE) 
McNary (CE) 
The Dalles (CE) 
Yakima (BR) 

Total fiscal year 1963 

Cumulative through F.Y. 1963 
Albeni Fall s (CE) 
Bonneville Dam (CE) 
Chief Joseph (CE) 
Columbia Basin (BR) 
Detroit-Big Cliff (CE) 
Hills Creek (CE) 
Hungry Horse (BR) 
Ice Harbor (CE) 
Lookout Point-Dexter (CE) 
McNary (CE) 
The Dalles (CE) 
Yakima (BR) 

Cumulative total June 30, 1963 

CE- Corps of Engineers project. 
BR- Bureau of Reclamation project. 

UNITED STATES DEPARTMENT OF THE INTERIOR 

BONNEVILLE POWER ADMINISTRATION 

NET REQUIREMENTS OF ASSOCIATED PROJECTS 

FISCAL YEAR i963 AND CUMULATIVE TO JUNE 30, 1963 

(In thousands of dollars) 

Operation and 
main ten once Interest 1/ Gross 

expense expen:ie Amorti zoti on requirements 

335 709 620 1,664 
1,076 851 285 2,21 2 
1,030 3,630 2,140 6,800 
2,380 1,855 4,499 8,734 

339 933 528 1,800 
114 346 290 750 
434 2,032 892 3,358 
396 2,282 1,047 3,725 
304 952 594 1,850 

1,340 5, 712 2,262 9,314 
1,224 5,414 1,574 8,212 

212 95 129 436 

9,184 24,811 14,860 48,855 
-- -- -- --
2,351 6,538 3,976 12,865 

18,478 25,923 27,910 72,311 
7,149 23,952 12,899 44,000 

44,644 55,327 114,009 213,980 
3,000 9,350 5,390 17,740 

125 375 325 825 
4,030 21,295 13,108 38,433 

553 3,169 1,513 5,235 
2,316 8,123 4,561 15,000 

12,633 47,640 31' 152 91,425 
6,638 23 ,491 12,458 42,587 

946 661 ~ ~ 
102,863 ~5,844 228,890 557,597 

= -=== 

I/ I11clude s pro vi s ion for repayment of irdtitll po u·er im1estm ent, 
interim replacem ents and irrigation construction costs assigned 
for retum [rorr1 comm ercial power re!'enue s . 

Less 
miscellaneous 

revenues 

214 
12 

334 

8 
25 

64 
12 
91 

760 
--

240 
86 

5,621 

177 
35 

1,240 
67 

875 

8,341 

Net 

payout 

requirements 

1,450 
2,200 
6,8CJO 
8,400 
1,800 

750 
3,350 
3,700 
1,850 
9,250 
8,200 

345 

48,095 

12,625 
72,225 
44,000 

206,359 
17,740 

825 
38~256 

5,200 
15,000 
90, 185 
42,520 

~ 
549,256 

v> 
() 
::r 
m 
0 
c 
r 
m 
> 



UNITED STATES DEPARTMENT OF THE INTERIOR 

BONNEVILLE POWER ADMINISTRATION 

REVENUES AND FUNDS RETURNED TO THE U.S. TREASURY 

FISCAL YEAR 1963 AND CUMULATIVE TO JUNE 30, 1963 

(In thousands of dollars) 

Fi seal year Cumulative to 
1963 June 30, 1963 

Total operating revenues 77,704 956,439 

Less: 
Accounts receivable 1/ 9,802 
Net change in accounts receivable 

during the year (710) 
Exchange account transactions _L174 24.068 

Net deductions _1M 33,870 

Remainder 77,240 922,569 

Add: Miscellaneous receipts 2/ 92 ..l..Q..!l88 ---
Funds returned to the U.S. Treas ury 77,332 933,457 

Allocation of funds returned: 
Reclamation fund 12,095 248,936 

General fund: 
F or account of Corps of Engineers 36,000 300,320 

For account of Bonneville Power 
Adminis tration 3/ 28,097 381,228 

BP A continuing fund 1,140 _Lm. 

Total allocation 77,332 933,457 

( ) Denotes red figures. 

11 Consists of revenues billed or accrued, but uncollected as of J une 30, 1963. 

21 Consists of receipts a rising out of other than opera ting revenue transactions; 

e.g., proceeds from sale of assets or f rom salvage of plant retiremen ts. 

3/ Includes payments made direct to tb e Federal Power Commission by owners 

of downstream licensed projects pursuant to section 10 (f) cf tbe Fed eral 

Power Act for benefits received from upstream Federal reclamation storage 
projects. A mounts are 1148 thousand fo r F. Y . 1963 and 1211 thousand for 
th e period from inception to j une 30, 1963. Tbe downstream licensees also 
bave made payments pursuant to section 10 (f) on account of ben e jits re
ceived from Corps of Eng in eers projects but such sums are taken into the 
accounts of tbe Corps of Engineers pro jects and are netted against the re
quirements of such projects re turnable from the Administration ' s operat ing 
revenues. To date the Albeni Fa:Zs project is the only Corps of Engineers 

project on account of which such payments have been made by licensed 

projects. 

SCHEDULE B 



Project 

Albeni Falls (CE) 

Bonneville Dam (CE) 

Chief Joseph(CE) 

Columbia Basin (BR) 

Detroit-Big Cliff (CE) 

Hills Creek {CE) 

Hungry Horse (BR) 

Ice Harbor (CE) 

Lookout Point-Dexter {CE) 

McNary (CE) 

The Dalles (CE) 

Yakima (BR) 

Total 

( ) Denotes red figures_ 
CE- Corps of Engineers project-

UNITED STATES DEPARTMENT OF THE INTERIOR 

BONNEVILLE POWER ADMINISTRATION 

PLANT INVESTMENT OF ASSOCIATED PROJECTS RETURNABLE 1/ FROM COMMERCIAL POWER REVENUES 

AND STATUS OF REPAYMENT AS OF JUNE 30, 1963 

(In thousands of dollars) 
(1) (2) (3) (4) (5) (6) 

lrri gation plant 

investment Total plant 

returnable from Net investment 

Commercial power commercial power retirements returnable Unamortized 

plant investment revenues from inception from commercial Repayments to amount 

(schedule D) (schedule D) to 6-30-63 power revenues 6-30-63 at 6-30 -63 
(1+2 +3) (4-5) 

31,587 31,587 3,976 27 ,611 

61' 139 640 61 ,779 27,910 33,869 

155,613 1,302 34 156 ,949 12,900 144,049 

175,511 253,756 1,049 430,316 114,009 316,307 

41,872 213 42,085 5,390 36,695 

13,907 13,907 325 13,582 

77,355 161 77,516 13,108 64,408 

92,361 92,361 1,513 90 ,848 

41,899 9 41,908 4,561 37,347 

256,495 124 256,619 31,151 225 ,468 

224,018 42 224,060 12,458 211,602 

4,542 9,857 (4) 14,395 ~ ~Q§. 

1,176,299 264 ,915 ? ,268 1,443,482 228,890 1,214,592 

BR- Bureau of Reclamation project-

1/ 'that is, repayable to the U,S, Treas ury from commercial power op e ration s. 

VI 
n 
:I: 
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0 
c: 
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UNITED STATES DEPARTMENT OF THE INTERIOR 

BONNEVILLE POWER ADMINISTRATION 

AMOUNT AND ALLOCATION OF PLANT INVESTMENT OF ASSOCIATED PROJECTS 

AS OF JUNE 30, 1963 

(In thousands of dollars) 

ALLOCATED TO: 
IRRIGATION 

Returnobl e Return obi e NONRE IMBURSABLE 

from from 

commcrci ol other 

Commercial pow e r project Toto I Flood Fi sh & 
Project Total ,eower revenues ~!!~ .l!!i.g_o~ No vi gotion control wi ldlife Recreation 

Albeni Fall s (CE) 32,123 31,587 130 169 237 

Bonneville Dam (CE) 88,953 61,139 27,814 

Chief Joseph (CE) 1/ 164 ,20 I 155, 613 1,302 7,196 8,498 90 

Columbi a Basin (BR) 2/ 553,625 175,511 253,756 74,368 328,124 1, 000 48,488 

Detroit-Big Cliff (CE) ! / 66,167 41,872 3,797 3,797 131 20,367 

Hill s Creek (CE) 1/ 48,126 13,907 4,918 4,918 614 28,687 

Hungry Horse (BR) 101,965 77,355 24 ,610 

Ice Harbor (CE) 1/ 132,548 92,361 39,813 374 

Lookout Point-
Dexter (CE) 1/ 94, !53 41,899 5,067 5,067 853 4tJ,273 61 

MeN ary (CE) ! / 305,689 256,495 48,954 240 

The Dalles (CE) ! / 265,226 224,0 18 41 , 208 

Yakima (BR) 1/ 62 958 4 542 9,857 47,407 .57 , 26~ I, !52 

Total plant invest-
ment at 6-30-63 1,~15,7~4 I 176 299 264 915 142,753 .1_07 ,668 160,517 168,594 I, 152 1 ,002 

CE - Corps of Engineers project. 
BR - Bureau of Reel arnation project. 

I · /\ll" ratirms for the s e projects are tentati!·e. 

2 · T bis i s au interim rel'ision to.the t entatireallocation reflectin{!, the allocation to flood control. 

3. Drmations mzd spillu·ay ligh tin g. 

%of totol 

pion! 

investment 

returnable from 

commercial 

Other 2ower revenues 

98.3 

68.7 

95.6 

50? 3/ 77.5 

63.3 

28.9 

75.9 

69.7 

44.5 

83.9 

84.5 

22.9 

502 75 .2 

"' () 
:r 
m 
0 
c 
r 
m 
0 



SCHEDULE E 

General 

UNITED STATES DEPARTMENT OF THE INTERIOR 

BONNEVILLE POWER ADMINISTRATION 

NOTES TO FINANCIAL STATEMENTS 

FISCAL YEAR 1963 

These statements reflect the new accounting and reporting policies recommended to the Depart
ment of the Interior for adoption by Bonneville Power Administration as the Federal power market
ing agency in the Columbia River Basin area. They have been prepared prior to the annual audit 
by the U.S. General Accounting Office. Audit work was deferred pending submission of the new 
financial statements to that office. The audit now has been initiated but could not be completed 
in time for the printing of this report. 

Financial results of operations and plunt investment information for the a ssociated projects have 
been furnished to the Bonneville Power Administration and recorded on its records from data 
furnished by the Bureau of Reclamation and the Corps of Engineers. The Administration does 
not audit the accounts of the associated projects. 

Footnotes 

l. These are pro-forma statements for the following reasons: 

(a) Tentative cost allocations have been used for the following projects: 

Chief Joseph 
Detroit-Big Cliff 
Hills Creek 
Ice Harbor 

Lookout Point-Dexter 
Mc Nary 
The Dalles 
Yakima 

In addition, an interim revi sion of the allocation of the costs of the Columbia Basin 
proj eel has been used. Such allocation was officially adopted by the Department of 
the Interior in fiscal year 1963 effective as of the first of the year. 

(b) Data for the Mc Nary and The Dalles projects have been based on the latest revisions of 
their tentative cost allocations, but the projects ' official accounts and records continue 
to be kept according to earlier cost allocations pending definitive action on the allocations. 

(c) The balance sheet data for irrigation costs returnable from power revenues are partially 
estimated. 

2. Effective for fiscal year 1963 and prior periods, Bonneville Power Administration adopted the 
compound inte rest method of depreciation for the transmission system in l ieu of the straight
line method formerly used. The principal reason for the change was to provide a basis for 
using provi sions for depreciation expense as a measure of scheduled requirements for amorti
zation of the capital investment. This makes possible the use of a single set of financial re
sults in lieu of the dual bases (cost and payout) formerly used. Conventional deprec iation 
methods are used, based on service lives of the various classes of property, except that 
certain plant items such as land rights and clearing costs are assigned an arbitrary life of 100 
years , which is, in effect, amortization. Hence the term " amortization" is used a long with 

the term "depreciation,., in account ti ties and report captions. 

Compound interest depreciation parallels very closely the annual amortization requirements 
for payout of plant investment used in the past in schedule 4 of the Auditors' repNts. The 
cumulative effect of the change from straight-line depreciation to compound interest depre
ciation through June 30 , 1963, is a reduction in the reserve for depreciation (amortization) 
in the amount of $38 ,852,178. 
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