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UNITED STATES GENERAL. ACCOUNTING OFFICE
RIEGIONAL OFFICE

SUITE 3DO-D, 2410W, 26Th AVENUF

DENVER, COIn)RfADo 80211

MAY 2 i 'Sdt

Mr. Joe D. )all, Regional Pirector
Lower liissouri I.egion
lhater and Power Resources Service ;
Diaver Federal Center, Building 20
'l-nver, Colorado 80225 *

D-Iar Mr. )Iall:

During our recent rwviEos of Water and Power Resources Service
izat.er markettlg policier., vie identified two problems which warrant
your attention, lie ftounci that

--some irrigation revenues collected to reimburse project
operations and maintenance expenses from short-torun
contracts werc. octually credited to capital repayment and

-- none of the revenues derived from some short-tern
municipal and industrial water service contracts
were used to reimburse operations and maintenance
costs8.

11e believe that the Congress intended project beneficiaries to. pay
a fair share of project operating costs and thnt bnth of the above
actions caused an increased Mitare of project operations and main-
tenance costs to be shifted from project beneficiaries to United
State3 taxpayers,

The hWater and Power Resources Service collected zhort-term
contract revenues from irrigntoru on Bonny and 11aconda Reservoir,;
to pay for operations and maintennuce expenses. However, despite
notification to the Comnissioner stating that part of 'the price
included an operations and maintenance charge, all revenues from
the irrigation contracts were credited to capital repayment. A i
a result of crediting nll short term revenues to capiLnl rcpaymenL,
the taxpayers were forced to pay for virtually all project operations
and maintenance costs. Wie do not believe that Lhe C ongres; intended
the taxpayers to pay for irrigators' operations and maintcmance
expenses.
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The seconldI issue is; the regional procedure of crodiLing ill4 I
short-tern revenues from tcrportry imunicipal and indil;trinl contracts
to capital repayment, withotut creditin3 any revonueu to re4l;lnirne
operations and ,aliitencance costs. For eminfpln, although Bonny *quid

Cleido Reservoirs origina1ly had reuibursable operations and maintenance
allocations, none of the revenues from short-term (and renewed)
municipal and industrial contracts were used to reinburse operations
and maintenance casLs.

Instead, all revenues frlo short-tern rmunicipal Meld industrial
contracts Weae credited to capital repayment, and all of the operations
and maintenance costs were apparently reasFigned to flood control
(a non-reimbursable expense). Again, the taxpayer had to pay for
some operations and maintenance costs, while some project beneficiaries
pai.d none of them.

lie believe that the Congress cxpencted project beneficinrics to
pay a fair share of the coats of operating Resources Service projects.
Ile do not believe that the regional policy of reallocating reimbursable
costs to non-reinbursable uses was intended. That policy lhas forced
taxpayers to pay for project operations and has released none project
beneficiaries from the responsibility of paying for operations
and maintenance expenses. Wae would hope that appropriate reimbursable
operations and maintenance conts can be roallocatad to reimburc::hlo
project functions for all projects in the region.

As you know, my staff is completing a Jarge and coriprohonsive
national water marketing job., However, we do'not believe 1.hat tie
above two issues have resulted from national policies. Hather, they
are local decisions to reassign legitimate operating costs from
project beneficiaries to the Lsxpayers. WAe recommetnd that the
Resources Servicef reassign legitimate operating costs to rcimbursatble
project functions in all projects in the region.

Ile would appreciate notification of any nations taken by you
or your staff to correct these deficiencies, If you have any
questions, please contact Jim Ucissner or Art Trapp of my staff
at 837-4621,.

Sincerely yours,

.4 , . *.

Rlobert W. Hianlon
* egional Manager
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