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Dg-parf'rﬂ(’.'nt of Encrgy

Washington, D,C. 20585
September 1, 1983

Honorable #1171iam R. Gianelli

Assistant Secrelary of the
Army for Civil Works

U.S. Department of the Army

Pentagon Building

Hashingteon, DC 20310 -

Honorable Robert N. Broadtent
Commissioner of Reclamatian
U.S. Department of the Interior
Washington, DOC 20240

Dear Mr. Gianell1 and S
lir. Broadbent:

This letter will confirm an agreement which was reached among us on
Tuesday merning, November 16, 1882, at a meeting in Mr. Broadbent's

office concerning irterest to be charged in repaying the power features

of Federai multiple=purpose water projects. Present at the meeting

were Mr. Eroadbent, and several representatives of the Bureau of
Reclamation; Mr. Donald A. Sandison and Mr. G. Edward Dickey, representing
Hr. Gianel19, along with Mr, Curtis—L.-Clark of the Corps of Engineers;

and Danfel p4, Ogden, Jr., Director of the Office of Power Marketing
Coordination, accompanied by several representatives of the power marketing
program at the Department of Energy (DOE).

The participants discussed two subjects. The first was the.repayment:
dnterest rate pclicy ‘established by Secretarial Order No. Zgzsﬁ“ssued by
tha Secretezry of the Interior on January 29, 1970, as supplemented by
guidelines fssued June 30, 1970. This policy subsequently was embodied in
the Department of the Interior Manual as 730 DM 3 and in the DOE Order

RA 8120.2. This policy is referred to herein as the 25929 policy. The
second subject was ggmgggﬁﬁigg;jgﬁ"fgé&;éﬂf?ﬁj"EHﬁEffECtioh

<
g bl e, T i SR R

. We have agreed to the following:

1. The 2929 policy was established to provide a standard repayment

interest rate formula for éﬁ:Federajfbdﬁg?fﬁigjécgk and system

transmission facilities when the administrative discretion to establish
such rates is vested in the Executive Branch. The 2929 policy will
continue to be used to Ti11 that need, but the Assistant Secretary for
Conservation and Eenewab]emEnergy“pfh;hg Cepartment of Energy has proposed

a revision to 1inTnate the one-half percent cap on.the annual changs in

the applicable rate of interest and to provide that the applicable rate

shall be the F3te 1n the year in which consTRuEtianis Initisced Fathed

-
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CEran the year in whiTh, funds ¥ Initiaté constructici are appropriated.
Thesc proposed changes are now béfore “the public for comment and, unless
public comment gives convincing reason to do otherwise, will become
effective October 1,.1983F They will then be embodied in the policy and
procedu=es of each agency party tu this letter. )

2: The books, records, and studies of the Bureau, the Corps, and the .
five power marketing administrations (PMAs) should be reconciled so that
all future entries will show a consistent repayment rate of interest for
eac!:l particular new increment of investment, including replacements,
qdditiuns, and new construction. The interest rates assigned to existing
increments of investment between January 29, 1970, and September 30, 1983,
should be analyzed to insure compliance with the 2929 policy or that
deviations from the ponlicy are adequately justified.

3. The Bureau and the Corps will work with the respective power
administrations, using the criteria established by the Task Force in
paragraph 4, to reconcile their books, records, and studies +o comply
with items 1 and 2, -

4. A task force will be established composed of representatives of the
Bureau, the Corps, and the DOL/PMAs to direct the execution of items 1,
2, and 3 and ¢o resolve any difficulties that may arise. Insofar as is
practicable, each party to this agreement will supply representatives
well versed in the details of project accounting, repavment, revenue
allocation, and financial statement presentation. The task force may
make recommendations to the Assistant Secretaries of the Interior, Army.
and Energy to revise the 2029 policy, 1f necessary.

5. The Bureay, Corps, and the PMAs will assess Antércsi.during. onstr
and ¥i11 compound.-tha tﬁazexeat&annggly for..projects ar_facilities which
ihJnore Lhan one year to_complete!’ fihera interest 15 not now.being’
mpounded,, the yesponsible egenty will begin’€ompsunding. interest. effective
ctober:1%5-1983. .« Such accumulaied interest will be added to the tota
capital repayment requirement when each new project or facility is placed
in service. The constructing agency shall be solely responsible for making

these czlculaticns.

LD T owee C/50 /53
eplf J. Trrbble T

é}?ﬁis-ant Zdcretary ’

enservation and Renewable Energy
Department of Energy
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1 Concur:

&/ﬁsﬁzﬂw‘ A &m:_c,éi ' Date 23 AUG 1983

William R. Gianellj

Assistant Secretary of the Army
{Civil Works) -

Department of the Army

I Concur:

SRS B MK 7/ /43
£ |

..obel:t N. Broadbent
Commissioner of Reclamation
Department of the Interior

I Concur:

| &ngf/ﬁé%f, o  pate AUE3- 1983

_ EQR Peter T. Johnson

Administrator
Bonneville Power Administration
Department of Energy

I Concur:

M’kﬁ:\% \?Q-%‘p ’ Date JUL 15 1883
“Robert L. McPhail ( -

Administrator '

Western Area Power Administration

Department of Energy
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' : Umtcd States Department of the Interior
SR

BUREAU OF RECLAMATION '
WASHINGTON, D.C. 20740

&
MOV17 1983

ansia Ta: 460/740 NOV 15 1383 B et Al Fyea

Menorandum

To: ~ Regional Director,
Attention: 600/700 R C”/’?,.r H-d-( |
Chief, Divieion of Water and Lend TE(hnLLdl Services;-E&R-Center
Chief, Division of Planning Techniecal Srrvices, E&R Centcr___

Deed 1|

From: Commissioner {Szq) g, m, Broadbent : ﬁfﬂ@

Subject: Standard Interest Rate Formula for u:wer PIQJEL.L.‘: LI

Attached for your information is a copy of a September 1;-1983, letter of
agreement signed by Mr. Joseph J. Tribhle, Assistant Secretax;, Department
of Energy (DOE), with concurreaces from *he Commissioner, Administrators

of the Bonneville and Western Area Poswer Acdmindstratdions, and Mr., William R.
Gianelli, Assistant Secretzry of the Army for Civil Woraq The lettar of
agrprﬂpnt stoeme from a meeting held Noveuler 16, 1982, where agreemant was
Teached to revise the old Seeratarial Order Vo. 2529 ingcrcdh rate formula
snd create a task force to assure that the appropriate interest ratas are
being used.

As yon know Secretarial Order No. 292%, thet was later embodied inm the
Interior wanual as 730 DM 3 and fitbeequently acdopted by the DOE e T
RA_6120.2, was establisled Lo?’r_oﬁ:& & standard rate when the authorizmg
éegislatioqwgld not:. dlgrag; t rgggw ‘The intercet rate for repayment 1s
normally covered in the law and with movezent awvay from renayment toward
front-end firancing, *he need for the Secretarzial Order No. 2979 rate is

S":‘quthD dimini shedk_ Neuercheless, @%ﬂ th w ;brﬁ‘* aus )ho*‘izing T’egzsl%ticn
ot ; ;3 |; t ormula. for TTepayment and COmPLEing

= ,a,u\w P

by this. Po_zcx;éﬁapgf?_

Mr. Robert A. Oison, Assistant Commissicner, Plznning end Operations, and
Mc. Dick L. Porter, Chief, kconcmics Branch, will serve as Reclzmation's
reprpsentatives on tha task force (see aLte.u:‘k.L. vopy ¢f our October 14,
1383, letter to DOE). The first meering of the task force is schedulcd

for November 9, 1583,

Please provide this office, attention code 400 and /00, with corments on
any difficvlties that may arise as a result of this policy.

Attachmentcs U OD U ]
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