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ORDER NO. 2929 s : B e =

Subject: Standard repayment interest rate formula for new Federal
power projects and system transmission facilities

Sec. 1 Purpose. The purpose of this Order is to establish
a standard formuls applicable to all Interior power agencies for fixing
the interest rates for repayment purposes on new Federal powver projecte
and system tranmmission facilities for which the administrative dis-
cretion to establish such rates is vested in the Secretary of the
Interior. The resulting rates will more closely reflect the current
interest costs of money borrowed by the Federal Govermment than the rates
vhich have been utilized in recent years.

Sec. 2 Authority. This Order is issued pursuant to the
authority of the Secretary of the Interior under section 9(e) of the
Reeclamation Project Act of 1939, 53 Stat. 119k, 43 U.S.C. L85h(e);
gecticn 5 of the Flood Control Act of 10khk, S8 Stat. 800, 16 U.S.C.
8256; cections 6 and T of the Bonneville Project Act, 50 Stat. T3k,
735, as amcnded, 16 U.S.C. 8324, e; Reorganization Plan No. 3 of 1950,
5 U.8.C. 1332-15, note (1964 ed.); and Bection 2 of the Act of June 1k,
1966, Public law 89-4u48, B0 Stat. 200, as amended.

Bec. 3 Definitions. For the purpose of this Order:

(a) The term "Federal power project" means any reservoir
project of the Department of the Interior or the Department of the Arcy
which includes the generation of electric power as one of its purposes,
or any unit or separable power feature thereof, which 18 treated as a
separate entity for repayment purposes, including transmission, sub-
station and other appurtenant facilities.

(b) The term "system transmission facilities” means trans-
mission lines, substations and appurtenant facilities which are treated
for repayment purposes a5 & separate entlty not a part of a Federal
power project.

(¢) The terms “new Federal power project"” and "new system
tranemiseion facilities" mean a Federal pover project or eystem trans-
mission facilities the construction of which is initiated after the

date of this Order.

Sec. k Interest rate formula.

(a) Except as otherwise provided by law, the interest rate
° to be used for computing interest during construction and interest on
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the unpaid balance of the costs of new Federal power projects and new
Bystem transmission facilities which are properly allocated to commer-—
cial power development, shall be the applicable rate, as hereinafter
provided, during the fiscal year in which funds are first appropriated
to initiate construction of such projects or facilities.

(b) The applicable rate for fiscal year 1970 shall be 4-7/8B
percent.

(c) Each subsequent fiscal year, the Assistant Secretary--
Water and Power Development shall request the Secretary of the Treasury
to inform him of the computations made as of July 1 in accordance with
subsection (d) for the preceding fiscal year. If the yield rate so
computed does mot differ from the applicable interest rate used by
Interior for the previous fiscal year by more- than 1/2 percent, the
applicable rate to bée used by Interier shall be equal to the yield rate.
I1f the yileld rate differs from the applicable interest rate used by
Interior for rhe previous fiscal year by more than 1/2 percent, the
applicable rate to be used by Interior shall be the applicable rate used
.dn the previous fiscal 'year increaséd or decreased by 1/2 percent toward
the yield rate,

(d) For the purposes of thils section the yfeld rate 1s the
average yileld during the preceding fiscal year on interest-bearing
marketable securities of the United States which, at the time the com-
putation is made, have terms of 15 years or more remalning to maturity.
The average yield shall be computed as the average during the fiscal
year of the daily bid prices. Where the average rate so computed is neot
a multiple of one—eighth of 1 percent, the rate of interest shall be the
multiple of cone-eighth of 1 percent nearest to such average rate.

(e) The Assistant Secretary—-ﬂatef and Power Development
gehall annwally adwvise the power agencies of the applicable interest

rate for the current fiscal year. > L / /

Secretary o he Interior
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UNITED STATES
DEPARTHENT OF THLE II'TERIOR
Officc of the Secretary
Washington, D. C. 20240 =

) GUIDELINES for the Implementation of Secretarial
‘ Order No. 2929, on "Standard repayment interest
rate formula for new Federal power projects and
system transmission facilities," dated January 29,
1970

Purpose of Guidelines

The purpose of these guideiines is to set forth a common
understanding to govern the applicction of the subject Order by
the Department of the Intcecrior.

Intent of Sccretorial Order

The Order establishes o standard fonaila appiicable to all
Interior power agencies ior fixing the interest rates for repay-
ment purpeses on new Federal powsr projects and systom trarsmission
facilities for vwhich the administraivive discretion to establish
such rates is vested in the Secrctary of the Interior.

Stages of Develupnment

I The same interest rate will apply to all investment m-doe irn
each separate stage of development (referred to in Suleections 3 (an
and (b) of the Order as "a scparale entity for ropayient purp o3ued

Reservoir nrujects. TFor a generating project constructed
by the Corps of Lngincers or Lhe burcau ¢f Reclamation the stage of
development will normally comprise the reservoir project or unit,
or separable power feature thereof, vhich is carried on the bonks
of the constructing ageney as a separate entity for purposes of
construction and cost zllocation, including transmission, substa-
tion and other appurtenant facilities which are included as an
integral part of -such project, unit or separable power feature,
However, a new separate stage of deveiopment wil]l be established
for purposes of applying a different interest rate where (1) sep-
aratc statutory authorization is required for the initial power
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installation or for any segment of the power facilities, or
(2) where the construction of all or a segment of authorized power
facilities is postponed or interrupted for a significant period of
time relative to the construction of other features of the project
or unit, or separable power featurc thereof. An example f the
second case would be a project where the authorization includes
six generating units, but only three are installed during the
initial phase of construction; when the final three are #mstalled
at 8 later time, the investment Iim them would be considered a

i separate stage of development and would carry-.a separate interest
rate.

In determining whether a postponement or interruption is
significant for this purpose, consideration will be given to all
relevant factors, including, but not limited ro, expressions of
Congressional intent, presentations made to Cungress, commitwents
made to power customers, imtermal construction and funding
schedule of the constructing agency, and the length of the post-
ponement or interruption. In any cvent, the complete absence of
all of the following actions during two consecutive fiscal vears
shall require the application of a separate interest rate to the
subsequent investment: ’

a. Purchase of any lamd, casement or right-of-way.

L. #Award of, or progress payments on, a contract for any
kind of construction activity.

¢, AMvard of, or progress pavinents on, a contract for
Government - furnished construction material or equip-
ment.
d. <Conduct of any organized construction activity at the
site of the project or wnit, or separable power
! feature thereof,
Svstem transmiscion facilitics. Jhe Order defines the

_term ""'system transmission facilities" in recopgnition of the fact
that in many cases transmission facilitics constructed by Depart-
ment of the Interior power marketing agencics are not regarded for
repayment purposes as part of a Federal reserveoir project or unit,
or separable power feature thereof, but imnstead are treated as
part of a transmission system. BSuch transmission facilities may
be handled in either of two ways, depending on the accoumting
practices of the agency, the purpose of the facility, the length
of the construction period, and the relative volume of system
transmission construction work carried out by the agency at the
time. ©Omne method is to treat an individual transmission facility
as a separate stage of developnent, in the same manmer as a
separable power featurec of a reservoir project or umit. The other
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mcthod which it is expected will be utilized by the Bonncville
‘Power Administration, is to treat the mew investment Iin system
transmission facilities made each fiscal year as a separatg stage
of development.

Replacements and additions. The interest rates for.all
. new investment in replacements and additions, as shown in the
capital plant accounts of the constructing agency, in reservoir
‘ projects or units, or separable power features thereof, or in
system transmission facilities shall be determined in accordance
with these guidelines regardless of when construction of the
original project or facility was started, .

Infciation of Construction

The Order applies only to the investment in a stage of
development if, as provided in Subsection 3(c), the construction
of the particular stage was initiated aftcr the date of the Order,
that is, after January 29, 1970. Also, -Subscetion 4(a2) of the
Order provides that the interest rate to be used shall be the
applicable rate during the fiscal year in which funds are first
appropriated to initiate construction of the stage of development,
For these purposes the construction of a stage of development
shall bpe considered initiatea when the tirst of any ot the tollow-
ing actions is taken:

a. Award of a contract for any %ind of comstruction
activity.

b. Award of a contract for Government-furnished
construction material eor equipment.

I c. Start of any organized construction activity such
as grading, ex»cavation or building of access roads.

Applicable Rates

For stages of development comprising a reservoir project
or unit, or separable power feature thereof, or a system trans-
mission facility handled under the first method described above,
the construction of which is initiated after January 29, 1970,
with funds appropriated in fiscal year 1970 or prior years, the
interest rate shall be 4-7/8 percent.

For stages of development comprising a reservoir project
or unit, or separable power feature thereof, or a system trans-
mission facility handled under the first method described above,
the construction of which is initiated after January 29, 1970 with
funds appropriated in fiscal wear 1971 or in any subscquent
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fiscal year, the intercst rate shall be the applicable rate, as
defined in Subsection 4(c) of the Order, for the fiscal vear in
vhiech funds are first appropriated to initiate construction of the
stage of development. )

® It will be assumed that the average construction period for
replacements and additions is less than two ycars and that the
investment therein is made in the fiscal year following the fiscal
year in which funds are first appropriated to initiate construc-
tion. Accordingly, under this assumption, the Order will not apply
to replacements and additions placed in scrvice in fiscal year 1970;
the intcrest rate for the investment in replacvcments and additions.
placed in service in subsequent fiscal years shall be the applicable
rate, as defined in Subsectionm 4(c) of the Order, for the fiscal
vear preceding the fiscal year in which the seplacement or addition
is placed in service. 1In wnusual cases where the investment is of
considcrable magnitude and the construction period is three years
or more, the replacement or addition may be trentod as a separate
stape of development.

Where the investment in svstowm tranrs i sicn faclilities is
handled on an annual basis under the second noibod described above,
it will bhe assumed that the average construction period is less
<han two years and that the inveoestnent made in cach fiscal year is
from furds appropriated the precoeding fiscal ycear, Accordingly,
und2r this assumption, the Order will wob apply to the investment
made in fiscal year 1970; the intercst rate for the investient
made in systoem transmission facilitics, including replacements and
additions, in fiscal year 1971 =haltl be 4-7/8 percent; and the
intcruest rate for the investment made in system transmission faecil-
ities, including replacements and additions, in subsequent fiscal
years shall Le the applicable rate, as defined in Subsection & (c)
of the Ordcr, for the fiscal vear preceding the fiscal year in
which the investrnent is made.

Tepevienlk Stuedies

Agendéics vwhich prepare repayment studies which include
future invecirients in power facilities will anply the intercst rate
determincd in accordance with the Order for Lhe current fiscal year
to all future investment included in the repayment studies, i.e.,
there will be no attempt made to forccast cither inmcreascs or
decreases in the interest rate for future investment for the pur-
pose of preparing repayment studies,

Other Avplications

Agencies whose accounting procedures provide for taking an
interest credit on cash reeceipts, or for calculating interest
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expense on working capital, shall use for such purposes the rate
determined pursuant to these guidelines for application during the

current fiscal year.
H
!
Yy d——

Assijtant Secretary of the Interior
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