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CHAPTER 14 
 
 ACCOUNTING TREATMENT FOR MULTIPLE-PURPOSE PROJECTS 
 
14-1.  General. 
  
 a.  This chapter applies to all field operating activities that operate multiple-purpose hydroelectric 
projects, which furnish electricity for resale to the public.  It provides procedures for reporting financial 
and technical data for the hydroelectric power generating projects, cost and asset accounting and reporting 
policy; operational instructions; general guidance and instruction for preparation of the EIA-412, Annual 
Report of Public Electric Utilities and examples of project financial statements. 
 

b.  One of the nation’s most promising energy alternatives is hydroelectric power – electricity 
produced by flowing water.  Many Corps projects, which were built primarily for navigation 
improvement, flood control and other purposes, are also used to create hydroelectric power.  The Corps of 
Engineers has been actively involved in building and operating hydroelectric projects since the 1930s.   
 

c.  Annually, the financial activity and financial position of hydroelectric projects are provided in 
financial statements prepared by Corps District Offices in accordance with Generally Accepted 
Accounting Principles (GAAP).  The U.S. Army Corps of Engineers (USACE) prepares financial 
statements that include financial information prepared in accordance with accounting standards provided 
by the Federal Energy Regulatory Commission (FERC).  The American Institute of Certified Public 
Accountants has designated Federal Accounting Standards Advisory Board (FASAB) as the source of 
GAAP for Federal entities.   
  
14-2. Policy. 
 

a.  When a multiple-purpose power project is authorized and funded by Congress, the 
authorization includes the purposes for which the project is to be constructed.  A multiple-purpose power 
project is one that serves more than one function and is authorized by congress.   
 

b.  A purpose is defined as the type of function that the project provides.  See authorized purposes 
at Appendix A.  Costs incurred at multiple-purpose power projects are either reimbursable or non-
reimbursable.  Generally, construction, operations and maintenance costs at projects for power, irrigation 
and/or water supply purposes are reimbursable. Costs for generating  
hydroelectric power are recovered through the marketing and selling of power to commercial activities.  
Power Marketing Agencies (PMA) under the Department of Energy performs this function.  These 
agencies also bill and collect funds for the electricity that is sold and deposit 
 

14-1 



ER 37-1-30 
Change 2 
31 Dec 03 
 
funds on behalf of the USACE.  Non-reimbursable costs are borne entirely by the Federal Government.  
 

c.  Project Costs.  Generally, projects incur costs that are for both specific and joint purposes.   
  

(1).  Joint purpose costs.  Joint purpose costs are costs that are to be shared by various authorized 
purposes of the project and cannot be attributable to a single project purpose.  Joint purpose costs always 
include the power purpose.  These costs are distributed to project purposes based on joint cost allocation 
percentages.  A determination of these percentages are made by a Cost Allocation Study, which is 
prepared in accordance with “Planning – Planning Guidance Notebook”, ER 1105-2-100:   
http://www.usace.army.mil/inet/usace-docs/eng-regs/er1105-2-100/toc.htm 
There is one set of joint allocation percentages for construction costs and another for operations and 
maintenance (O&M) costs.   
 

(2).  Specific purpose costs.  Specific purpose costs are those costs that can be attributable to a 
single purpose.  A project can have more than one specific purpose, such as power or recreation.   
 

(3).  Both joint and specific costs include: repayment of construction costs; interest during 
construction; interest to operations, which is calculated and booked by the PMAs; and annual operation 
and maintenance expenses.  USACE maintains cost and income accounting records for multiple-purpose 
power projects, regardless of budgetary classification, that distinguishes between annual specific and joint 
O&M costs and construction costs.  The Corps’ accounting system makes this distinction through the use 
of purpose codes and work category codes.  Costs incurred for only one purpose under any work category 
code should be separately identified and allocated to only that purpose.  Purposes not included in initial 
project authorization do not share joint costs unless there is a post-authorization change to the project. 
     

d. Provisions for asset accounting by the Corps is provided in the CEFMS Asset Management 
User’s Manual: 
http://rmf31.usace.army.mil/cefms/doc/user_manuals/asstmgmt.pdf 
 

e.  Additions and Replacements.  The policy on additions and replacements, signed by the 
Department of Energy and the Acting Assistant Secretary of the Army (Civil Works) in 1984, provides 
that each addition and replacement will be repaid by the Power Marketing Agency at the rate of interest 
applicable to the fiscal year in which construction is initiated or the addition or replacement is purchased. 
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(1).  If the addition or replacement requires more than one year to complete, the item will accrue 
Interest During Construction (IDC) from the time construction begins, and will be charged  

until such facility is transferred to Plant In Service (PIS).  At the end of the fiscal year prior to 
completion, the interest obligation shall be added to the cost of the facility to be charged interest for 
subsequent periods.  Upon completion, IDC and the construction costs will be transferred to PIS. 
 

(2).  If the addition or replacement is completed within one fiscal year, no IDC will be computed. 
 

f.  Depreciation.  All multiple purpose project assets, other than fee-simple land payments, will be 
subject to depreciation.  Depreciation will be based on book cost of the capitalized asset, plus IDC and 
any contributions in aid of construction.  Effective 1 Oct 1989, the straight-line method of depreciation is 
used.  Monthly rates will be applied to PIS accounts and such rates will be based on the estimated service 
lives of the depreciable assets.  All depreciation will be recorded under the owning appropriation of the 
assets and will be classified by project purpose.   
 

g. Interest During Construction (IDC).  During the period of constructing a project or additions 
and betterments, interest on the costs of construction, including land costs, and other project costs related 
to construction for each month, will be computed as simple interest from the middle of that month until 
the end of the current fiscal year.  Interest on previously accounted costs including accumulated interest 
will be compounded annually on the last day of each fiscal year and on the date of transfer to Plant In 
Service (PIS).  IDC is computed for all purposes at the authorized rate except water supply.  The 
construction phase is initiated when land is purchased or a construction contract is awarded, whichever 
occurs first.  Interest will be based on all accumulated costs including previous interest costs and 
excluding costs incurred under contributions in aid of construction from other than Federal Agencies.  
IDC will be recorded in the accounts not later than the end of each current fiscal year.  IDC costs will be 
held in  
Construction in Progress, general ledger account 1720.10, work category code 71000, Undistributed 
Interest, until the asset is transferred to PIS.  At that time, the applicable portion of the interest, together 
with the other costs representing the completed asset, will be transferred to the appropriate PIS accounts.  
The contra credit for IDC will be reflected in work category code 
92000, Interest on Government Investment, general ledger account 7190.50, Interest on Government 
Investment.  The interest rate will be the authorized rate at the time construction begins.   
 

h.  Revenues Forgone.   Revenues forgone to hydropower are the reduction in revenues accruing 
to the Treasury as a result of the reduction in hydropower outputs based on the existing rates charges by 
the power marketing agency.  If hydropower projects are being reduced as a 
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result of a reallocation, the hydropower account will be credited for the amount of revenues to the 
Treasury forgone as a result of the reallocation.  The amount of revenues forgone credit should be 
presented in the reallocation report that supported the water supply contract. 
 
  i.  Water Supply. 
 

(1).  Where storage space for water supply in Corps of Engineers projects is provided under the 
authority of the Water Supply Act of 1958, as amended, the interest rate for the portion of the project 
applicable to water supply will be determined as prescribed by that Act. 

(2).  The Water Supply Act of 1958, as amended by the Water Resources Development Act of 
1986, requires that before construction or modification of any project (including water supply provisions 
for present demand) is initiated, state or local interests shall agree to pay for the cost of such provisions.  
For Corps of Engineers projects, the Secretary of the Army may permit the full non-Federal contribution 
to be made, without interest, during construction of the project, or, with interest, over a period of not more 
than 30 years from the date of completion, with repayment contracts providing for recalculation of the 
interest rate at five-year intervals.  Interest to construction will be recorded at the rate specified in the 
water supply contract. 
 

j.  Irrigation.  For projects that have irrigation as a purpose, IDC computed on construction costs 
does not have to be repaid.  Only the Federal construction costs are required to be repaid.  Irrigation costs 
above the water users' ability to pay are to be repaid by revenues from surplus hydroelectric power sales 
and other miscellaneous project revenues without an interest charge. 
 

k.  Income.  Income for the sale of hydroelectric power is collected by the PMAs and deposited 
into the federal treasury on behalf of the USACE.  The PMAs report this income on their annual financial 
statements.  It is not reported on the Corps’ Revenue and Expense Statement to avoid double reporting. 
 

l.  EIA Form 412 Submission Requirements. 
 

(1).  Section 937 of the Water Resources Development Act of 1986, (Public Law 99-662) 
requires USACE to submit a report for each hydropower project to Congress by 15 January of each year. 
        

(2).  EIA Form Availability.  EIA Form 412 is available at the following WEB Site: 
http://www.eia.doe.gov/cneaf/electricity/page/forms.html   
  

(3).  The Federal Energy Regulatory Commission Uniform System of Accounts  
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prescribed for Public Utilities and Licensees subject to the Federal Power Act applies to agencies of the 
United States engaged in the generation and sale of electric energy for ultimate distribution to the public.  
USACE will utilize these accounts for report preparation. 
     

(4).  Districts will submit Schedule 1 and 9 for each multiple purpose project including power to 
the e-mail address provided in the General Information section of the instructions. The report must be 
submitted within 4 months following the financial reporting year.  All reports for the given calendar year 
must be submitted on or before 30 April. 
 

(a).  One copy of the report may be furnished to the Power Marketing Agency, as desired, 
concurrently with submission of the report to the Commander, U.S. Army Corps of Engineers, ATTN: 
CERM-F, Washington, DC 20314-1000. 
 

(b).  One copy furnished to appropriate division office. 
 

m.  Project Financial Statements. 
 

(1).  For each multiple-purpose project for which a Form EIA-412 is required, each district will 
prepare a Statement of Assets and Liabilities and a Statement of Revenues and Expenses for use by the 
Commander, U.S. Army Corps of Engineers.  These supplemental statements will be prepared in 
substantially the same format used in Appendix B and in accordance with the system of accounts 
prescribed by FERC.  Amounts chargeable to each project purposes will be shown separately.  Whenever 
possible, the size of the supplemental statements will be limited to 8½” X 11”.  Amounts reported on the 
Forms EIA-412 should be in agreement with selected amounts shown in the power production columns of 
these statements. 
 

(2).  Financial Statements will be provided to the PMAs by 15 November of each year for the 
fiscal year ending 30 September XX. Further, one copy of each financial statement will be submitted to 
Commander, U.S. Army Corps of Engineers, ATTN: CERM-F, Washington, DC 20314-1000, not later 
than 15 December.   
 
14-3.  Procedures.  Procedures for maintaining multipurpose hydroelectric power accounting 
records and producing financial statements can be found at: 
 
 http://rmf31.usace.army.mil/cefms/doc/user_manuals/multi-pur_prep_doc.pdf 
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APPENDIX A 
 
14-A-1.  Authorized Purposes for Multi-purpose Hydropower Projects: 
 
Purpose 
 Code    Purpose 
 
  11     Power         
  12     Irrigation 
  13     Water Supply 
  14     Flood Control 
  15     Navigation 
  16     Recreation 
  17     Fish & Wildlife 
  18     Water Quality  
  19     Roads Above Replace-In-Kind 
  21     Stream Flow 
  22     Sonic Gage            
  23     Power Assigned to Irrigation Pumps 
  24     Off Site Power for Non-Federal Projects 
  25     Off Site Power for Federal Projects           
  26     Other 
  27     Area Development                      
  28     WWII Suspension  
  99     Joint Costs      
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