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COMPTROLLER GENERAL, OF THE UNITED STATES
WASHINGTON, D.C. 20548

DEC 14 19N

1

Denr M. Chairmn o

By letter of July 26, 1871, you raquesmd our comments on 8. 2324,
924 Congress. R —
The subject bill proposes to establish & nationgl power grid eystem,

for the purpose of essuring an adeguate and reliadble lov-cost electrie
pover supply consistemt with the enhancement of envirommentsl values and

‘the preservation of competition in the ezlectrie pover industry,

Because of the proposed substantial expenditures for research and
development provided for under section 10%, the Senate Commerce Committee
may vish to consider providing for ihe mersh:lp and utilization of any
patents stemuing from these functions (gf. 8. 1846, 92d Comgress, file

B-lswn)

Section 105(a)(1) provides that, effective 180 days after emactment
of the Hatiomal Fower Qrid Ast, &l) electric pover generating and trans~
mission facilities of the Bcrean of Reclamation, Aray Corps of Hngineers,
Bouthvestern, Southesstern, Bonneville snd Alaske Power Adndnistration
vill bs transferred to the National Grid.

The proposed langusge does not speci.t‘y whather wltipurpoaea projectsg--~
those vwhich, in addition to providing electrie pover, provide wvater for
sunicipal and industrial use, recrestiou end fish and wildlife purpcses,
irrigstion, navigation and flood eontrol--will be totally transferred to
the Fational Grid or remain, in part, the administrative responsibility
of the existing mgencies. ¥We suggest, therefore, that the proposed leg~
islation be revised to clarify this issue and to preaeribe the necessary
mechanisms by which the proposed transfers are to be achieved. Related
revisions would be required in section 105(a){2). Also, we belisvé that
the committee may wish to ecomsider providing for maximue wtilization of
the existing manpower of the agencies whosg generating and transuission
facilities are to be transferred to the (rid, ,

o P

Section 105(a){3)(B) provides for the ’lleocation of TVA's outstanding
bonds betveen TVA and the National Grid, Tut is silent vith respect to the
alleeation of the Covermuent's iavestment in TVA. Ve suggest that this
section be revised to provide fer such allocation.

Under seetion 203(s){2) officers and employces of the eorparations
2oy be paid without mmra to the nprovisions of echapter 51 and zube
ekapier I1I of chaptoy 53 m" tiﬁl@ 5, &xi’wd States C@&e, mm;ing <o
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classification and Ceneral Schedule pay rates. . We are not avare of any
employment conditions which would Jjustify pay rates far such officers
and employees on & basis differsnt than that in the Cenmeral Schedule.
Accordingly, ve believe that the committee may vish to consider revising
gsection 203 to make the provisions of title 5 applicable to the officers

and employees ut the corporatione.

Section 203(;)(2) also provides autbority for the bonding of officers
and explayees of each corporation in the discretion of the board of each
corporation. This Office has consistently supported propoaed legislation
to provide that the Pederal Covernment shall assume the risks of its .
fidelity losses. (See cur reports to the Congress, B-59149, March 29, .
1962, and B-8201, B-59149, April 13, 1970.) A dill to so provide,

H,R. 8084, wvas introduced in the 924 Congress on May 5, 19T1. Additionally,
we undsrstand that, effective July 1, 1971, the Postal Service, established
by Publie Lew 91-375, discontimed the ridelity bonding of its officers -

and emplayees.

Seetion 205(.) provides that emch corporation determine its own sys-
tem of administrative accounts and the forms and contents of its contracts
and other dusiness documents. . In order that the variocus corporaticas to
comprise the Mation Grid will be eble to report uniformly to the Presi-
dent and to others on its activities, consideraticn should be given to
requiring that a uuirm pystem of a.ccounting and recordkeeping be sdopted

by the eorpmtiom

Bection 206 would suthorize the corporations to issue bonds to assist
in financing their activities. The aggregate outstanding donds could not

exceed $15 billion at sny time. Our Office has geverally favored the fi-

nancing of Goverrnment programs through direct appropristions because of

the periodic congressional scrutiny and affirmative congressional action
provided by the appropriaticn process that is not so readily available to
the Congress under "back door” firancing techniques. Aleo, we have observed
over the years that interest rates on wmoney obtained from the private sec-
tor through agencies cther than the Treasury Department are generally highar
than on funds obtained through regular publie debt obligations with com-’
rarable maturities issued hy the Treasury Department. For these reasons,
the committiee may wish 1o econsider authorizing appraopriations to finance
the aetivities of the corparaticms or as an alternative, borroving from

the Treagury rather than tha iasu.mce of bends to the public by the
ecrparations. _

Beotion 2%(&) (2) erempts f‘z‘m' the $15 dillion limitation the cmcunt

of cutatonding bonds issued by a regiomal earpormtion and pot gueranteed
by the Unlted Btatesz. Sinse reglemal eorporaticns would be emxiabliched
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by Federal lav, it is unliikely that they would be vieved as financielly

1 independent extities; while not officially a guarantar of the subject
bonds, the United States might well be loocked upon &8s the prime supporter
of the regional corporstions' general finaneial stability. Consequently,
ve believe that some limitation should dbe plaeed upon the cutstanding
apount of a1l bonds issued by regioml corparations, regnrdleu of whether
they are fou:mlly suumnteed by the Government.

Secticn 205(d) wdds "any carporstion established under the National
Pover Grid Aet” to the 1ist of mgencies covered by the Government Corpora-
tion Control Aet and by 2o doing makes the sarporaticns establisbed pur~
suant to the bill sudject to all of the provisions of that set ineluding
~ the requiresent for a.mml sadit by the General Accounting Office.

gy
S

Bection 206 which prcvidea for the issuanee of bonds to the public
by sach corporstion, awthorises sudits by eertified public accounting firms
in addition to annual auvdits by the Oenéral Accounting Office ss required

by the chmt Corpontion contrel Aet,

wobeliwethatthemquirment fwnnmlauditssndrepartsto
Congress by the Genersl Accounting Office vill be unmecessary, and that
the bill should sutherize the General Aceounting Office to reviev the
. operstions of the corporation at the diseretion of the Comptroller General
to pravidb us flexibility in the use of our tniln‘ble BANPOVEr .

Ageordingly, we suggest that the paremhetical statement on lines 5, o
6, and T of page 21 of the bill be deleted and that & provision mlong the . ..".~
o fonowins lines Ye inserted in the Bill, perhape at the end of subsec~
L ‘tion (e) of section 206 (page 2l of the bill).

DR "llatvithttmding the requirmntn for anmugl audits
and anmual reports to the Congress thereon contained in

sections 105 and 106 of the Goverument Corparation Con-

trol Act, the cperations of any corporsticn established

under the Naticnal Powver Grid Aet ehall be subject to

audit by the General Aceounting Office at such tizes L,
o amumchwtmtasmmmlmcmWw

detumina. :
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As 8 technian matter, the word "rate” shoam be inserted before
the vord pravided mpngel3,1im:8 _ .

Sincerely yours,

(SIGNED) ELMER B. STAATS

: r Genersl
of the United Stptea

The Homorable Warren 0. Megmison
Chairman, Comittee on Comzerce
United States Benate






