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QQ* THE WHITE HOUSE ACTION

WASHINGTON Last Day: December 3

November 28, 1975

_ MEMORANDUM FOR THE PRESIDENT
FROM: JIM CANNO
SUBJECT: H.R. 9472 - Tennessee Valley

Authority Bond Increase

Attached for your consideration is H.R. 9472, sponsored
by Representative Jones and thirteen others, which
provides for an increase from $5 billion to $15 billion
in additional borrowing authority for the Tennessee
Valley Authority and provides for annual instead of
semi-annual payments to the Treasury. The proposed
increase in the bond authorization was recommended to
the Congress by the TVA with the concurrence of the
Administration.

Additional information is provided in OMB's enrolled
bill report at Tab A.

OMB, Max Friedersdorf, Bill Seidman, Counsel's Office
(Lazarus) and I recommend approval of the enrolled bill.

RECOMMENDATION

That you sign H.R. 9472 at Tab B.

oLl
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Digitized from Box 33 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library






EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503
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NOV 26 19

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R. 9472 - Tennessee Valley

Authority bond increase
Sponsor - Rep. Jones (D) Alabama and 13 others

Last Day for Action

December 3, 1975 - Wednesday

PUI‘EOSQ

Provides for an increase from $5 billion to $15 billion
in additional borrowing authority for the Tennessee
Valley Authority; provides for annual instead of semi-
annual payments to the Treasury.

Agency Recommendations

Office of Management and Budget Approval
Tennessee Valley Authority Approval
Department of the Treasury No objection (informally)

Discussion

Existing law authorizes the TVA to have not to exceed

$5 billion of revenue bonds (not considered as obligations
of, or guaranteed by, the United States} outstanding at any
one time. Outstanding obligations plus commitments are ex-
pected to reach the limitation by the end of this calendar
year. The enrolled bill would increase the amount of the
authorization to $15 billion.

H.R. 9472 would enable the TVA to continue to finance the
construction of a number of electric generating and power
transmission facilities to meet projected electric energy
needs in the area it serves. The proposed $10 billion
increase in the bond authorization was recommended to the
Congress by the Tennessee Valley Authority with the con-
currence of the Administration.
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The legislative history of H.R. 9472 calls for full funding
and identifies the specific purposes and projects for which
funds would be used. This will permit more effective man~-

agement of the new construction program.

The House added a provision which allows TVA to make

certain required payments to the Treasury annually instead
of semiannually under current law. These payments consist
of repayments of the original Federal investment from appro-
priated funds plus interest on the outstanding principal
amount. Annual payments would place the TVA on the same
basis as other Government corporations that make similar
payments to Treasury.

Assistant Director :or

Legislative Reference

Enclosures






THE GENERAL COUNSEL OF THE TREASURY

WASHINGTON, D.C. 20220

NOV 2§ 1975

Director, Office of Management and Budget
Executive Office of the President
Washington, D. C. 20503

Attention: Assistant Director for Legislative
Reference

Sir:

Reference is made to your request for the views of this
Department on the enrolled enactment of H.R. 9472, "To
amend section 15d of the Tennessee Valley Authority Act of
1933 to increase the amount of bonds which may be issued by
the Tennessee Valley Authority, and for other purposes."

The enrolled enactment would increase the amount of
bonds which may be issued by the Tennessee Valley Authority
from $5 billion to $15 billion. It would also amend
existing law to provide for annual rather than semi-annual
payments of interest on the Federal investment in TVA,

The increase in the amount of revenue bonds that could be
issued was proposed by the TVA. The House Committee report
states that the change to annual payments would put the TVA
on the same basis as other government corporations and would
not change the amount of the payments. It should be noted,
however, that this proposal would provide a benefit to TVA
since TVA would have free use for six months of the semi-
annual interest payment which otherwise would be payable
on December 31 of each year.

The Department would have no objection to a recommendation
that the enrolled enactment be approved by the President.

Sincerely yours,

-

General Counsel

b T IR oY 5 -
AERCLLT B Albreorh



THE WHITE HOUSE

- ACTEON MEMORANDUM WASHINGTON LOG NO.:

Date: November 26 Time: 200pm

FOR ACTION: Paul Leach cc (for information): Jack Marsh
Max Friedersdorf Jim Cavanaugh

Ken Lazarus
Bill Seidman

FROM THE STAFF SECRETARY

DUE: Date: Novemberxr 28 Time: noon

SUBJECT:

H.R. 9472 - Tennessee Valley Authority Bond Increase

ACTION REQUESTED:

-— For Necessary Action For Your Recommendations

Prepare Agenda and Brief Draft Reply

X
For Your Comments — Draft Remarks

REMARKS:

Please return to Judy Johnston, Ground Floor West Wing
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PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a

deluy in submitting the reguired material, please JERES By Drsverymiss
- » . g o ' "“"

ielaphone the Siaff Secretary immedictely. For the &y oo

- 1'.\\.



LIE WHITE AHOUSE :
SEFON VEMORANDU A T it e LOG MO.:

D .te: November 26 Time: 200pm

FOR ZCTHON: Paul Leach ce (tor in‘orration): Jack Marsh
Max Friedersdorf Jim Cavanaugh.
Ken Lazarus
Bill Seidman

FROWM THE STAFF S . uTARY

TUZ: Date: November 28 " Pirae: noon

SUBJECT:

H.R. 9472 - Tennessee Valley Authority Bond Increase

LCTION REQUESTED:

- — For Necessary Action —. _Fez Your Recommendations

—— — Prepare figenda and Brief o Drait Reply -
= X

— .. For Your Coranments : . — Dizit Remarks

Please return to Judy Johnston, Ground Floor West Wing
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TeENNESSEe VALLEY AUTHORITY
KNOXVILLE, TENNESSEE 37902

November 24, 1975

Mr. James M. Frey

Assistant Director for Legislative Reference
Office of Management and Budget

Washington, D. C. 20503

Dear Mr. Frey:

This is in response to the Office of Management and Budget's request for
TVA's view on enrolled bill H.R. 9472, a bill "to amend section 15d of
the Tennessee Valley Authority Act of 1933 to increase the amount of bonds
which may be issued by the Tennessee Valley Authority, and for other
purposes."”

This amendment, proposed by TVA and concurred in by the Office of Manage-
ment and Budget, raises from $5 billion to $15 billion the ceiling on
TVA's authority to issue revenue bonds. The increase is required to
complete construction of electric generating facilities now under con-
struction or proposed for construction to meet the projected electric
energy needs of the 80,000 square mile Tennessee Valley region, for
which TVA is the sole supplier of electric power.

In 1959 section 15d was added to the TVA Act to authorize TVA to issue
revenue bonds for financing power facilities. As enacted, section 15d
authorized TVA to have outstanding up to $750 million in borrowings and
expressly provided that such borrowings would not be obligations of or
be guaranteed by the United States. In 1966 this amount was increased
to $1,750 million, and in 1970, to $5 billion. Obligations under the
present ceiling will be reached by the end of calendar year 1975.

The 1959 amendment to the TVA Act requires that TVA make two types of
payments to the U.S. Treasury: a return to the Treasury each year
equal to the Treasury's own current cost of borrowing money, applied

to the appropriation investment then outstanding, and a repayment to the
Treasury of $1 billion of the $1.2 billion of appropriations then in-
vested in the TVA power system at a rate which began at $10 million and
is now $20 million per year. Under this requirement, TVA has paid into
the U.S. Treasury a total of $982.8 million. This year TVA payments
will go beyond the $1 billion mark.



Mr. James M. Frey - 2 November 24, 1975

Section (b) of H.R. 9472 allows TVA to make its payments to the
Treasury in a single annual installment, rather than semi-annually.
It does not alter the amount of the payments but merely places TVA
on an annual payment schedule like that of other government entities.

The facilities being added to the TVA power system are essential to
assure an adequate supply of electric power in the Tennessee Valley
region. Without an immediate increase in borrowing authority TVA

will not be able to continue to carry out its responsibility to nmeet
the needs for electricity in this area. Again, current borrowing
authority will be fully committed by the end of December 1975. We
therefore recommend that the President approve enrolled bill H.R. 9472.

Sincerely,

Aubrey J. Wagner
Chairman of the Board
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Max Friedersdorf Jim Cavanaugh
Ken Lazarus
Bill Seidman

FROW THE STAFY SECRETARY

DUE: Dale: November 28 Time: noon

SUBJECT:

H.R. 9472 - Tennessee Valley Authority Bond Increase
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N THE WHITE HOUSE
ACTION MEMORANDUM WASHINGTON LOG NO.:

Date: Nowmmber 26 Time: 200pm

t
FOR ACTION: Paul Leach’" ¢ (for information): Jack Marsh
Max Friedersdorf#7 Jim Cavanaggh

Ken Lazarus #&
Bill Seidman +~+_

FROM THE STAFF SECRETARY

DUE: Date: November 28 Time: noon

SUBJECT:

H.R. 9472 - Tennessee Valley Authority Bond Increase

ACTION REQUESTED:

For Necessary Action For Your Recommendations

Prepare Agenda and Brief Draft Reply

X
— For Your Comments ____ Draft Remarks

REMARKS:
Please return to Judy Johnston, Ground Floor West Wing

The subject bill must o to the President Friday afternnon

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a ¥
delay in submitting the required material, please K. R. COLE, JR.
telephone the Staff Secretary immediately. For the President




THE WHITE HOUSE

WASHINGTON

November 28, 1975

MEMORANDUM FOR: JIM CAVANAUGH
FROM: MAX FRIEDERSDORF /{(/
SUBJECT: H.R. 9472 - Tennessee Valley

Authority Bond Increase.

The Office of Legislative Affairs recommends subject bill
be signed.
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94 Coweness SENATE REPORT
It Sesaion No. 94-461

=t

TVA BONDING AUTHORITY

Akt

NovemBeER 19 (legistative day, November 18), 1975.—Ordered to be printed

Mr. Bar¥k, from the Committee on Public Works,
submitted the dollowing

REPORT
'[To accompany H.R. '9472]

_ The Committee on Public Works, to which was referred 4;50 act
kH'R' 9472) an Act to amend section 15¢ of the Tennessee Valley
uthority Act of 1933 to inevease the amount of bonds which may be
issued by the Tennessee Valley Autherity, and for other purposes,
having considered the same, reports ’favorabéy therean without
amendment and recommends that the aet-as amended do pass.

PurrosE OF THE Birh

H.R. 9472 will inerease fiom $5 billton to $15 biltion the amount
of revenue bonds 'which the Tennessee Valtley Anthority may have out-
standing Yo finance additions to its power system and allow for annual
payments to the Treasury for earlier appropriated ihvestment as is
the case Tor other Federal eotporations. Fisenactment will not change
iAn any 'way of the other provisions of the Tennessee Valley Authority

ct.

‘GeNERAL STATEMENT

- (Ferty-two years ago the Tennessee Valley Aushovity (TVA) was
trepted as, in the werds of the Presidentinl message recommending
its creation:

* * % 5 carporation clothed with the power of Government,
but possessed of the flexibility and initiative of a private
enterptise, It should be charged with the broadest duty of
planning for the proper use, conservation, and development
of the natural resources of the Tennessee River drainage
basin and its adjointhg territory for the general social and
economic welfare of the Nation. This authority should a}so
b&clothed with the necessary power to carry these plans into
effect.

57-010
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“ Today, the TVA regional resource development program is known
and acclaimed as one of the most successful governmental public im-
provement projects ever undertaken. The whole world knows of TVA’s
work in harnessing a great river for navigation, power production, and
other uses such as recreation ; in preventing devastating floods; in help-
ing through the introduction of new fertilizers and farm practices and
the use of scientific soil-conserving farm practices; in encouraging the
conservation and pro;ifr utilization of a great forest resource; in pro-
viding adequate supplies of economical electric power; and, through
all these activities, in helping an economically depressed region to take
advantage of its opportunities to industrialize and to make the best
use of its resources in improving its economy. This is an American
success story, nurtured over the years by the Congress on a bipartisan
basis. It has been regarded throughout the world as a model from
whose experience many countries haveborrowed.

- Erpcrricrty as A Resource Toor

Electric power is one of the great resource tools provided by TVA
within the region in which it conducts its operations. TV A. is the power
supplier for an area of about 80,000 square miles containing nearly
7 million people. TVA. generates, transmits, and sells power to dis-
tribution systems, which in turn retail power to their own customers.
It also supplies power directly to 50 industries which have large or
unusual power requirements and to 11 Federal installations, including
the ERDA plants at Oak Ridge, Tenn., and Paducah, Ky. The dis-
tributors are municipalities and rural electric cooperatives which
purchase their power at wholesale from TV A to serve about 214 million
electric' customers, including homes, farms, businesses, and most of
the region’s industries. - o Co

But the importance of the TV A power system is by no means limited
to electric consumers in the area which TV.A supplies directly. The
TVA system, which with'26.7 million kilowatts of presently installed
generating capacity is the Nation’s largest, is.interconnected at 27
points with neighboring systems with which TV A exchanges power.
The TVA system is, in effect, part of a huge power network. In a
time of power emergency, operation of the TVA power system could
have a definite impact on power supply conditions from the Great
;;[Eakgs to the Gulf of Mexico and frem New England to Oklahoma and

exas. .

These interconnections with other regions allow exchanges of power
to meet peak requirements on a day to day as well as seasonal basis.
Thus, aﬁ)‘ interconnected systems can make maximum use of existin,
facilities to. meet consumer requirements with the minimum capital
investment, Tt

The unique energy use patterns of the TV A service area, with ex-
tensive use of electric power for space heating and industrial applica-
tions, have great significance for the Nation’s energy independence
goals. Because TVA power is almost exclusively produced with do-
mestic fuels of greatest abundance, the per capita consumption of
oil and natural gas in the region is considerably below national
averages.. . . . - . S S

3

Nerp ror THE LEersLarion

- The 1970 TV A amendments (Public Law 91-446) established a bond
ceiling of $5 billion. By December 81, 1975, TVA’s total of bonds and
notes outstanding will exceed $4 billion, and commitments for equip-
ment on order but not.yet delivered will have totally exhausted the
remaining unobligated borrowing authority. Without the $10 billion
increase 1n the bond ceiling, TVA would have to alter construction
and procurement schedules to such an extent that only the most critical
work would continue. At the very least, this disruption in orderly con-
struction schedules would result in additional costs and would create
significant unemployment among the 9,060 construction workers em-
ployed in this program. Equally important is the long run effect. A
disruption of the construction program could mean real difficulties
:ifn meeting the power requirements of the region’s consumers in the

ubure,: N o T

The 21.2 million kilowatts of capacity now under construction or.on
order. 18 neaded to serve expected growth.in TVA power loads. Over
the next 10 yeats the total electrical energy requirements of the region
are projected. to increase from 112 billion:kilowatt-hours to about 220
billion kilowatt-hours. Twenty billion-of this 108 billion kilowatt-hour
increase will occur in the requirements of ERDA, primarily for gase-
ous diffusion plants. The remaining increase in the requirements of in-
dustry and power distributors amounting to about 88 billion kilowatt-
hours is based on nearly a 7 percent rate of increase. This is almost the
same rate of growth experienced during the last 10 years, computed to
include the severely depressed sales levels of 1975 and thus represent
recovery from the recession as well as long term growth. .

The table below listing annual TV A power sales since 1960 indicates
the variations in the rate of increase from year to year, Weather condi-
tions, regional and national economic conditions and changes in the
substantial Federal load affect the rate of change in a given fiscal year.

Total system sales
e (Millions of kilowatt-hours) }
L2 N . 106,433.2 1967 _ o 82
7

, 080, 7
1974 -— 106, 144. 7 1966 , 105, 3
1973 108,472.6 1965 : e 68, 8680, 8
b 12 4 2 S 91,080, 4 1064 . 68, 449. 8
1971 90, 647. 6 1963 i e O3, 817, 9
1970 _. 00,722.3 1962 ; -2 60,8212
1989 e e 86,873.9 1961 e 00,101, 2
1968 84, 720.1 1960 59,842. 6

- During the 16-year period, the Federal load decreased from a high
of 28,284 million kilowatt-hours in 1960 to a low of 11,773.5 million
kilowatt-hours in 1971. Direct sales to industries decreased from pre-
vious levels in 5 of the 16 years—1961, 1971, 1972, 1973, and 1975. Sales
to municipalities and cooperatives show a steady increase throughout
the period. ] . ) : .

The amount of lead time required between the placing of orders for
generating equipment and the time when the generating eapacity will
be in service has continued to increase from the approximately 3- to
4-year lead time for a coal fired steamplant built in the 1960’s to-an ap-
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proximate 9- to 10-year for the nuclear-fueled steamplants being added
now. The additional capacity now on order or under construction in-
cludes 4 combustion turbines, 4 pumped storage hydro units for peak-
m%fmépqsgs, and 15 nuclear-fueled units. IR
- In addition to capacity already authorized by the Board of Direc-
tors present projections anticipate the need for 1.3 million kilowatts of
acity by the mid-1980’s which would be funded under the proposed
celling inerease. Present estimates of the cost of this additional ca~
pacity are $2.8 hillion. This addition could, of course, be either nuclear
or fossil-fired facilities. :

TVA’ Past Usk or Revenvr Boxbp Awﬁomzzsmox

Congress amended the TVA ‘Act in 1959 to authorize the TVA. to
issue revenue bonds for financing power facilities. That amendment
authorized T'VIA to have outstanding up to $750 million in borrowings
and provided that such bonds issued by TV A 'would not be obligations
of or be guaranteed by the United States. It further provided that an-
nually T%IA make two types of payments to the U.S. Treasury, one a
return on the Government appropriations remaining invested in the
power system at the average cost of money to the Government, and one
arepayment of a g;imon of those appropriations,

The 1959 amendment also provided that TVA shall charge rates for
power which will produce gross revenues sufficient to cover all costs of
operation, maintenance, and administration; to make payments to
State and local governments in lieu of taxes; to pay the debt service
on borrowings; and to provide such additional margin as the Board
may consider desirable for investment in power system assets and other
purposes, having due regard for the primary objectives of the TVA
%&ct,_ ti),rllciuding the objective that power shall be sold at rates as low as

easible. :

* Subsequently, to enable TVA to borrow sufficient funds to finano
the construction of the additional facilities necessary to supply the
increased power requirements of the region, in August 1966 Congress
revised the limit to $1,750 million; then in Qctober 1570, Congress
raised the limit to $5 billion. Expenditures and commitments under
the $5 billion authority have risen te the point where TV A must again
seek additional borrowing suthority to enable it to discharge its re-
sponsibility of supplying electric power to accomplish the physical,
social, and economic development of the area it serves.

TVA is the power supplier for an 80,000-square-mile region which
has a population of nearly 7 million people. TV A generates and trans-
mits electricity to meet the needs of 160 municipal and cooperative dis-
tribution systems which retail power to their customers. TVA also
serves directly 50 industries which have large or unusual power re-
quirements and 11 Federal installations.

The distributors of TVA power include 110 municipalities and 50
rural electric cooperatives that are locally owned and operated. These
distributors purchase power at wholesale from TVA and, togsther,
they serve about 214 millon electric customers—homes, farms, busi-
nesses, and the maj omtg of industries.

In 1959 TV A provided about 57 billion kilowatt-hours to meet the
region’s electrical needs. By fiscal year 1975 this amount had almost

-

&

doubled to wore than 106 billien kilowatt-hoyrs. This incréase in elee-

%1(; power produced provided low-eest benefits to the region and the

ation, ‘ : L
s Homz Poweg Nums Trreiep

. The number of residential customers increased from about 1,225,000
in 1959 to well over 2 million in 1975, and their power needs more than
tripled from 9.4 billion kilowatt-hours to 31.8 billien kilowatt-hours in
that period. The average amount of electricity used in homes in the
Tennesses Valley has almost doubled from 7,863 kilowatt-hours in
1959 to 14,540 in fiscal year 1975, This increase reflects primarily the
increased use of electricity for essential needs—home and water, heat-
ing and gir-conditioning. At the present time about 42 percent of the
homes in the valley are heated by electricity, This compares to 11 per-
cent nationally.

The requirements of business and industry for electricity have also
tripled, from 16.5 billion kilowatt-hours in 1959 to 50.1 billion kilo-
watt-hours in fiscal year 1975, Paralleling this increase in power re-
quirements was an increase in employment of about 1 million, and an
increase in capital investment by industry of about $8 billion. These
increased opportunities for employment have helped raise the per
capite income in the valley relative to the national average and have
helped reverse the outmigration of the valley’s young people.

The needs of the large governmant establisgments in fti?TVA region
served directly by TV A have been a varying influence on the total rate
of grewth. The predominant segment of the Government-required
load, about. 90 percent, is in sales to the Energy Research and Develop-
ment Administration (ERDA, formerly part of the Atomic Energy
Commission) for the gaseous diffusion plants at Oak Ridge and Pa-
ducah, Bales to ERDA decreased from the 1957 peak of 31.2 billion
kilawatt-hours to a low point of 10.5 billion kilowatt-hours in 1971, and
rose from that point to 18.2 billion kilowatt-hours in fiscal year 1975.
Under contracts between TVA and ERDA, sales are expected to in-
crease by more than 20 billion kilowatt-hours between now and 1985.

‘Powrr ReEQUIREMENTS SERVED BY BORROWINGS

Berrowings under the act have enabled TVA to build to serve these
growing needs—from a capaeity of 11 million kilowatts in service and
1.7 million kilowatts under construction in 1959 to a capacity today
of 20.7 millien kilowatts with another 21.2 millien kilowatts currently
under constructien or on order. The large increase in capacity under
construction is principally the result of the langer lead times required
to install generating capacity today. The transmission system has in-
creased from about 12,000 miles of transmission lines with the highest
veltage at 161,000 volts, to almost 17,000 miles of lines with over 1,500
miles at the extra-high voltage of 500,000 volts.

TVA’s net investment in power assets at June 30, 1975, was approxi-
mately $5.6 billion, made up of $1 billion of appropriations, $870 mil-
lion of retained earnings, and $3.660 million of outstanding borrow-
ings. The assets of the Corporation are in the name of the United
States. These borrowings include $2,075 million of bonds sold to the
general public, $800 million of bonds and %635 million of short-term
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notes sold to the Federal Financing Bank, and $150 million of short-
term notes sold to the U.S, Treasury. Co
At the time the first bond issue was sold in 1960, the interest. cost to
TVA was 4.44 percent. With interest rates generally rising over the
years, TVA bonds sold at the peak of interest rates in June 1970 cost
TVA 9.29 percent. The 25 bond issues now outstanding have an aver-
afe interest cost of 7.69 percent. TVA’s bonds sold to the-public have
all received the highest bond ratings by both Moody’s and Standard &
Poor’s and have been well received in the market at interest rates lower
than or comparable to those of triple-A utility systems and communi-
cation systems. - S
In accordance with the provisions of the 1959 amendment, TVA has
each fiseal year made payments to the Treasury, in recognition of the
previous investment of appropriated funds in the TVA power sys-
tem. TV A has made annual repayments of the appropriation invest-
ment at the rate of $10 million & year from 1961-65, $15 million a year
for the next 5 years, and $20 million a year starting in fiscal year
1971—a total of $225 million through the 15 years ending in June
14375;.‘;551:'{31}& same time payments as a return on the appropriations
remainiig invested in the TVA power system have been-nade in com-
ghance with the requirements of the 1959 amendment as determined
y applying the average intérest rate payable by the Treasury on its
total marketable public obligations at' the beginning of each year to
the net appropriation investment in TVA power facilities. These
annual payments have varied from a low of $36.5 million at a rate of

3.063 percent in fiscal year 1962 to a high of $71.4 million at a rate of

7:080 percent in the fiscal year just ended, and total $757.8 million for
the 15-year period. - T : o T

+‘To summarize, in repayment of the appropriation investment, and’

return on ‘that investment, TVA has paid into the U.S. Treasury a

total of $982:8 million. This year TVA payments will go beyond the:

&1 bﬂl\ionfmﬁrk{ C
s Power Cowstrucrion  Procram Reviews

The TVA’s power: cons{:rugtion program and opération of the elec-
tric system is under continuing review by members and staff of the
Comittee: Hearings ahd special examinations are set as necessary.

applicable to individual power plants. -

The TV A follows all of the licensing and public hearings procedures:

PVA and reports to the Congress. ! Special ‘GAQO -investigations of
TVA. are conducted at. the request of Members of Congress. :
-The bther legislative committees of the Congress examine specific
aspects of TVA’s operations as the need arises. :

+The appropriations committees. consider in detail funding of the
total TVA program, including a comprehensive review of the power.

program, each year. Generally, the hearings reguim several days.
-The projected power construction program for each year ig trans-

mitted -to the Congress by the President, with his recommendations,

in the budget estimates.
.

-

The General A¢counting Office annually inspect‘sthe accounts of the.
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 TVA Eases Nationar Exercy ProBrEMS

The -congressionally mandated TVA -policy of ample supplies of
electric power at the ﬁwest possible cost has resulted in desirable pat-

terns of fuel use in'the Tennessee Valley by lessening requirements of

oil and-natural gas which are in short supply nationally.

. The use of alternative fuels, primarily coal, as a source of steam for

generation of electricity means more of a scarce fuel oil and natural

gas is available to other parts of the country than would be the case

1f national usage ;atterns were followed in the TVA area. -

- Steam-Electric Plant Factors, 1973, published by the National Coal
Association, indicates that nationally coal accounted for 54.3 percent
of the fuel consumed by steam-electric power generating plants in
1972 while oil supplied 18.7 percent of the power and gas 27 percent.
On the TVA system, coal accounted for 917)’.4 percent of the steam-
generated power, while gas and oil accounted for 2.6 percent. Some of
the latter was used for startup purposes. = : oo
. The State of Tennessee, which 1s provided electricity almost entirely-
by TVA, presents a startling contrast to the national averages in per-.
centage of the various fuels consumed. Energy in Tennessee, the Re-
port of the Governor’s Task Force on Energy, November 19, 1973,
indicates that the State’s use of coal, an energy resource of abundance,
is 100 percent greater than in the total United States. Coal comprises
39 percent .of all energy in Tennessee, while only 19 percent of the
nation’s energy consumption (in Btu’s). Petroleum products (includ-
ing tramsportation use) make up 30 percent of the Tennessee energy
picture compared to 45 percent for the Nation. Natural gas supplies:
95 percent of Tennessee energy requirements in contrast to.the 34 per-’
cent nationally. Hydro-generation of electricity accounts for 6 percent
of Tennessee’s enexgy and less than 2 percent for the Nation. Nuclear
energy was not-in. production by TVA. when the survey was made.-

.. The northern third of Alabama is served:by TVA and a pattern:
similar to Tennessee for the-use of the various fuel séurces was re-'
ported for Alabama by the Energy Economics Division of the Ala-.
bama Energy Management Board. - :©. = *

The President’s proposal for achieving Project Independf;nce_,,bﬁ
1985 andicipates coslas a mdjor Tuel source for the United States,Such
a goal will: require tripling of coal production and also éxpansion of’
transportation systems. The ‘T'VA electrie system; with ‘almost total
use of coal for steam generation of electri¢ power, has already achiéved!
this important part of the Project Independence goals. e

_ Exercy Uss IN THE TVA Reeron "

~ Natural gas, fuel oil, and liquified petroleuin gas have had a de:-
creasing role in the heating of homes and businésses in the TV A area
as the use of «coal, eonverted to-electricity, becomes more significant.
The intensity of electricity as a source of énergy in the homes in the
TVA area, compared to the United States, for a.recent year (fiscal year
1974 for TVA ; calendar year 1974 for the United States) is iridicated.
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The average annual use of electricity l;y a residential consumer in
calendar 1974 was 14,380 kifowatt-hours for the T'VA area and 7,907
kilowatt-hours for the United States,

The TVA distributors added 57,000 new customers during fiscaF
year 1878, despite the nationwide slewdown in housing construction,
for a total of 2,459,000 retail customers at year end. Residential cus-
temers used an average of 14,340 kilowatt-hours per home during the

ear, & slight increase resulting in part from the great percent of new
omes using eleetrieity for space heating.

In 1974 a ¢ Ly ??5 pereent of the 80,000 new homes in the
TVA area installed electric heat. Witheut this significant use of elgc-
trio heat in the TV A arvea, the alveady severe problems in the shortages,
of petrolewm products and natural gas would have been worse.

hor indicators of electricity as a major energy source in the TVA
vegion are the number of large, electricity intensive industries located:
im the area and the two ERPA paseous diffusion plants.

There are severe limitations on the use of gas and oil in the region:
not only beeause of the seaveity of these resourees in this area but also
because of problems relating to the distribution of these energy sources
in, an ares comprising 80,000'square mijes. Eleetrieity is available -
tically everywhere within the region. The availability of eil ang' gas
is mueb more lmited, and this peings ta continuation: of electrieity as
the basic energry source for the region. '

Hwen if the Congresses of 1983. and: 1959 conld have anticipated the
present petreleum supply problems, they could hardly have devised a
better policy than that set for the T VA: in the program of eneoursgin
lew-eost electric power as the basie energy for a significant region o%‘

the. count
= TVA Erecroue Rares

The 1959 amendment made clear TVA’s respomsilalities) both tel
the consumer and to the: bemdholder. Rawer mnst be sold at “rates
as low as: ame feagible.” The lagislation alse requives, TVA to: charge
rates that will prodnce. adequate revenwe to cover its cests.and finan-
cial obligations, and such mangim as: the Board considers desirable:
for reinvestment in power system assets and other purposes connected
with TV A’s power business.

Unlike a utility company, TVA cannot issue additional common
stock te help. balance: its: financia} structure as additional bonds are
isened. It must depend on reinvested earnings ss the source of ‘capital’
tai balance these borrowings. Therefore it- plows back into the system
the power system: preceeds that remain each year afler paying all
costs and the required retwrn on investment to the U.S. Treasury. A:
reasonable ameunt of reinvested earnings are in the intetrest of the
power consumers as they reduce the dollars which must be borrowed
and on which interest must be paid.

-

D

One of the key, tests to determine how well an electric utility is°
carrying out its-responsibifivies to the public is whether electricity
is bejng supplied at rates the users of efectrieity can afford. The cost
of electr: ‘nationwide has increased at unprecedented rates in:
recent years, and rates in the TV A area have been no exceptiomn, al-
thongh TVA rates are still nruch lower than most areas of the country..

With increasing cests on all sides—akhough principaly for fuel,.
related expenses and interest costs—providing adequate electrie power
at a price consumers can afford is a ter challenge to TVA than
ever before. This table indicates the ehanges in TV g rates in recent

Yyears.
AVERAGE CHANGES IN PRICES OF TVA POWER TO-ULTIMATE CONSUMERS, JULY 1967 TO JANUARY 1975
[tn percent]
General

Effective date of incrgase Residential powar 1 Other Tatal
.5 5.8 .3 6.9
2 B3 3&4 LT &
7 6.0 L9 5.2+

5 E0F 1.1 e
.6 ﬁ,a 9, 21, 28 6§

4 2 3 1.4

i it 3 l?\'?
¢ i 5% iy

31.5 133.8

g 145.5

Hingludas direatly semed prevailing ntwomlmr}

2 Increase based on initial amounts charged upder 1974 fuel cost adjugmmhacﬁdmdum. :

3 Approximately 14 of this adjustment refi a continuation of ‘the July 1974 cost adjustment. Half the increasa was
cauged by adjustirents to mfiagk costs of RSed powsr.

Yet TVA rates—despite the incréases—vemain among the lowest in:
the Nation. This chart shows hew TVA compares with seme other
areas,

Mo~taLY, RESIDEN®TAL ELRcTRIC Bn%t.s«, 1,000 Km.owaTr-Hours,
Avaeusr 1945

New York, $62. Chicago, $29.
Abinate, 6 T i e

tlan ; eles, $29.
Washington, D.C., $82. Louisville, $26.
Asheville, $30. TVA R-2, $25.
Birmingham, $30. Portland, Oreg., $16.
St. Loyis, $30.

Note : Bills for others are based on residential rate information obtained directly fromx

the utilities. Bills include all currently applicable adjustments and char, except local

State sgles taxes. TVA rate lével R-2 is typieal of basic residential hiils in. EVA serv-

ice ares; amount may vary in particular locations due to rate level difference and appli-
catdon of special charges.

For the 12 months ending with June 1975, TVA’s average resi-
dential rate was 1.76 cents per kilowatt-hour as compared with a
national average of 3.04 cents per killowatt-hour or TVA’s rate was
42.1 percent lower than the national average.

For the 12 months ending with June 1975 TV A’s average rate for
all customers was 1.69 cents per kilowatt-hour as compared to a na-

S. Bept. 464+—75——2
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tional average of 2.54 cents per kilowatt-hour or TVA’s rate was 33.5
percent lower than the national average. T

TVA rates also are lower than those of the neighboring utilities
where similarities of marketing, usage, weather and economic condi-
tions exist. A typical example would be TVA residential rate R~2 for
1,000 kilowatt-hours, which is from 8.4 percent to 18.3 percent below
the neighboring utilities, and TVA’s C-2 industrial rate for 1,000
kilowatts and 400,000 kilowatt-hours ranges from 4.5 percent to 29.5
percent below the neighboring utilities. SR

Axouxt or THE Proroser INCREASE IN THE REVENU’E‘BON‘D )
R o AUTHORIZATION ~ .

During the past 12 months, the amount of increase in the TVA. reve-
nue bond authorization has been under staff review by the TVA and
the Office of Management and Budget, proposals for increases ranged
from a minimum of $5 billion to a maximum of removal of any statu-
tory limit in the bonding authority. ' ‘ . .

The committee is recommending an increase of $10 bllhqn to bring.
the total revenue bonding authorization to $15 billion, This is thé same
increase as recommended by Chairman Wagner of the TVA and en-
dorsed by the Office of Management and Budget. : .

Any smaller amount will hamper the TVA in the statutory obliga-
tion to provide the region with ample supplies of electric power, This
would inhibit the growth of the economy and the creation of the 70,000
new jobs which will be hecessary over the next 20 to 30 years to assiure
that no young person will have to leave the region for lack of job
opportunity, With any increase of less than $10 billion, the TVA
would be forced to seek additional authorization in 2 or 3 years, thus.
quite possibly requiring further legislation early in the 95th Congress;,
if the TVA 1s to adhere to its established record of responsible fiscal
Inanagement. T R P

Those who advocate eliminating any hond ceiling use three strong
points. TVA’s past record indicates the board would not be likely to
issue bonds to finance more power generating capagity unless.addi-
tional kilowatts of power were needed by valley power: users; The
reality of controls enforced by the capital markets would.opexatesto
discourage or prévent TVA from issuing bonds: i}}}@(h;armf}xl;olg‘un-
timely manner, And; finally, Congress at present reviews T'VAlspro-
gramslon an.annual basis with adequate statutory-mechanisms:for
control. R LR et [

The Committees’ recommendation of H.R. 9472 is base'ctf on the
following comsidérations: =~ . . . . T

Ly " %e $10 billion increase, along with retained earnings, will.
provide for expected power construction program costs for facilities:
anticipated for completion to meet.electric power needs of the region
into the mid-1980’s. Because lead time for planning and construction.
of generating plants is now about 8 to 10 years, TVA must have suffi-.
cient bonding authority to enable it to complete a plant before it can
place firm orders for the necessary components, Without the authority,
the TVA would be unable to comply with the requirements of the TVA.
Act to provide the region with ample supplies of electric power.

(2) When the original bond authorization of $750 million was pro-
vided in 1959, it was expected to last for from 5 to 7 years. (H. Rept.

N .
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No. 271, 86th Cong., st sess., p. 6.) The increase in the authorization
to $1.75 billion voted in 1966 was expected to last for 6 years. (I. Rept.
No. 1559, 89th Cong., 2d sess., p. 2.) It actually provided for 2 years
less than that because of the cost increases and improved electric en-
ergy sales. The increase in the authorization to $6 billion in mid-1970
was expected to service requirements for from 5 to 7 years, (H. Rept.
No. 1278, 91st Cong., 2d sess., p. 4.) The shorter estimate proved more
accurate, S

- These time periods corresponded with the approximate time require-
ments for planning and construction of generating facilities, More
recent experience of the TVA, and other elements of the power in-
dustry, indicates 8 to 10 years lead time is required for the procedures
involved in construction of major generating facilities. Thus, TVA’s
planning program extends for 10 years. ' L

. It would make no sense, in the committee’s view, to provide for a
shorter period of gystem growth now than Congress sought to provide
in the three earlier authorizations. The practicability of the revenue
bond financing method has been demonstrated by TV A’s record of 16
years of successful operation under it. The committes believes that
this record warrants sufficient congressional confidence to justify an
increase that will last at least as long as the original authorization was
intended to last, ' ‘

(3) Sufficient authorizations should be provided to leave no question
concerning TVA’s ability to meet the growing demands on its power
system. for a reasonable period. TVA can provide for these demands
only if it has enough borrowing capacity to make firm contracts for-
required new generating capacity, If growth in demands for power
should be at a higher rate than now estimated, even the $10 billion,
may not be sufficient for the requirements of the decade. The home-.
owners and businesses dependent on TVA for power are entitled.to
plan purchases of heating and labor-saving electrical equipmnent with,
confidence on a longer-range basis. So, too, are homeowners and busi-
messes in other areas of the country who, in a power emergency, could
be directly affected by the power supply situation on the TV A system,
with which their own systems are interconnected. . .. °
* Electricity is the lifeblood of our high energy civilization. It isim-

perative that industry and government work together in order to avert.
disruptions to the consuming public which could result if a significant
segment of the industry were impeded in meeting its requirements. It,
would be short-sighted not to continue the long standing policy of pro-,
viding adequate bond authority to assure that the TVA can do, its.
part in contributing o reliability of the Nation’s power supply. , -

© (4) The 1959 legislation provides expressly that the principal .of,
and interest on, bonds 1ssued by TV A shall be paid solely from TVA’s.
net power proceeds, and that such payment is not an obligation of or
guaranteed by the United States, Accordingly, the bonds are not part:
of the public debt, and an increase in the bond authorization to $15
billion would have no effect on the debt ceiling. :

(5) Theincrease in the bonding ceiling to%ls billion is essential to
continuation of the basic TVA electric power policy of providing
ample supplies of electricity at the lowest possible cost. This has par-
ticularly valuable national benefits 4t the present time,

{a) The total Federal electric bill is less than it would be at average
national rates because TVA can provide ample supplies of electric
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pewer at the lowest posgible cost for the significant Federal power-

guirerments in the region. :

%!b) The electric power policy, established by the TVA. act, en-
courages the engagement of electric power produced from coal, hydro~
electric power, and nuclear fuel and thus reduces total national de-
mand for natural ges and fuel oil.

(e) The reliability of the TVA system is of vital importance to
electric power consumers in a large section of the Nation because of
the interconmections and power exchange agreements with many of the
ather electric power suppliers. These arrangements erable all systems
to have available adequate supplies of electric power at the least possi~
ble cagll‘ta.l investment by the individual gystem. :

6) There are no disadvantages that the committee can see in pro-
vi in%an authorization of $15 billion, If growth in power demands in
the TVA system should for any reason be less than now amticipated,
the anly result would be that TV A would slow down its eonstruction
program and its issuance of bonds, and the authorization would last
somewhat longer. : ) d 1

In symmary, the committee is comvineced that an incpease in the
authqrization tq less than $15 billion would be inadequate, that streng
reasons for an increase to at least this ameunt, and that such an in-
crease would have no important disadvantages as compared to a lesser
amount.

Caaner 10 ANNUAL PAYMENTS

Section (b) of LR, 9472 concerns the time of payments by the
TVA to the Treasury as a repayment of the original Federal invest~
ment and the annual interest equivalent paymenf‘s on the outstanding
principle amount of the investment, It does not alter the amount of
the payments.

TV A was on an annugl basis for payments to the Treasury, the same
as other Federal Corporations, prior to the 1959 TVA amendments.

e 1959 amendments provided for extensive new arrangements for

VA’s financial affairs and one of the changes established semiannual
payments to the Treasyry. ;

By deletion of the Pecember 31 payment date as fzrovided in FLR.
3&72, glée TVA would be required to make the full payment before

une 30.

The other Government Corporations such as Commedity Credit.
Cerporation, Export-Tmport Bank, Federsl Savings and Loan Insur-
ance Corporation, and' the Panama Canal Co., make their payments
on an annual basis.

Since the extensive new financial arrangements established for TVA.
16 years ago, the TV A has gcexven ta be eompletely responsible in all
financial obligations to the Treasury and to, the bond holders.

By petumingr'l‘;VA to the normal annunal payments of other Federal
Ceorporations, TVA would have full use of the payment funds until
the payment date as other similar Government C‘orpqrations do.

Section (b), of H.R. 9472 changes only the date of the payment, not:
the ameunt.

Commrrrer ViEws

The committee is aware of the broad suppert for this legislation in
the TVA area and the urgent requirement to meet the power needs of’
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the entive area. When the committee reported out the original self-
financing bill in 1959, it was believed that the $750 million ceiling on
‘TVA bond financing would require a review and increase after a
period of 5 to 7 yoars. In 1966 the committee provided authorization
for an suticipated period of 8 years. The report submitted by the com-
mittee on the 1966 amendments noted at that time that this would
permit the homeowners and the business enterprises of the region to
plan for the future, confident that their pewer supply would continue
to meet their demands.

Additional review and alteration of the bond authorization was an-
ticipsted by the committee when the 1970 amendment increased the
ceiling to $5 billion.

The Committee conducted an intensive review of the programs and
‘policies of the Tennessee ¥alley Authotity in April and May, 1975.
These oversight hearings produced a ¥oluminous record which will be
.of great assistance to the Committee in evaluating TV A’s performance
an§ tesponsiveress in meeting the mandate of its Act. Attention must
and will be given to several areas of concern including the RSIVe-
ness of TVA to the economic and environniental needs of the region
in which it operates as evidenced through its projections and plans
for power expansion duting the néxt d90a7§e.

1t is the Committee’s view, however, that the approval of adequate
financing for expansion ag a matter of practicality and necessity must
‘be approved without further delay. TV A will exhaust its obligdtional
authoerity umder its present debt ceiting within weeks. Without ap-
proval of u ceiling increase the comstruction program of TVA would
“bo disrupted amd the ability of the gystem to tieet projected demands
“would be threstened.

The commitment of the Corrmittee to the provision of adequate fi-
nancing to moet the needs of the people served by the TVA does.not
necessarily repacsetit ngresment wrth the views of the nmamagement of
TVA as to the proper manner of nreeting those needs. Neither does the
‘Committee’s action on this increage constitute an endorsement of the
construction program presented to the Committee by the Chairman of
‘the Board of Direetors of the Ternmessee Valley Authority. These issues
are reserved and will be taken up by the Comtittes early in the second
session of the 94th Congress.

Buverr Imract of H.R. 9472

Beth the House of Representatives and the Senate Budget Commit-
?ieRhav% Qada]pted guideliney consistent with the increase proposed in
"H.R. 9472.

It is the view of the Commities that the bonding aubhority of the
Tennessee Valley Authority is net property “budget suthority” within
‘the purview of the C tondl Budget Act of 1974, That Act de-
fines “budget authority” to be:

. . . wwthority previded by law to enter into obligations which
will result in immediate or future outlays involving Govern-
ment funds. . . .

Since the Tennessee Valley Authority Act as amended in 1959 specifi-
cally provides that the bonds of TVA are not guaranteed or in any way
;secured by the federal government, and must be repaid out of the pro-
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ceeds-of TVA’s power sales, the obligations represented by bond issues
under the increased ceiling will not result in any outlay involving
“Government funds.” ‘ .

~ Previous ceiling increases have been carried in the President’s
Budget as budget authority as a bookkeeping convenience, Continua-
tion of this practice under recently enacted budget controls will result
in confusion. It is therefore the finding of the Committee that in the
future the bond ceiling of TV A and outlays of funds generated by the
issudnce of obligations under the self-financing authority of TVA
should be shown in the federal budgetary processes in a manner con-

sistent with the Tennessee Valley Authority Act and not as regular
“budget anthority.” ‘

Views oF FEpEraL AGENCIES

TENNESSER VALLEY AUTHORITY, -

‘ Knoxville, Tenn., September 3, 1975.

The Vice PresmeNT, ' ‘ ,

T he United States Senate, ‘
Washington, D.C. , : , :

Drar Mr. Vice Presiornt; I am pleased to transmit to the Congress
proposed legislation to amend the Tennessee Valley Authority Act
‘}l;gr rg.ising to $15 billion the ceiling on TV A’s authority to issue revenue

nds. , - R -

This $10 billion increase is re(allﬁred to complete construction of a
number of electric generating facilities presently under construction or
proposed for construction to meet the projected electric energy needs
of thé Tennessee Valley region. The intent of this proposed legislation
is to fully fund needed power generating equipment, inclu%ing the
following generating stations: %um’berland Steam Plant;  Raccoon
Mountain Pumped-Storage Project; Browns Ferry, Sequoyah, Watts.
Bar, and Bellefonte Nuclear Plants; the proposed Hartsville Nuclear
Plant; nuclear plants being considered for the Yellow Creek and
Phipps Bend sites as well as an additional generating facility.

These facilities are essential to assure that the growth of the econ-
omy and creation of jobs is not inhibited by the lack of an ample
supply of electric power in the Tennessee Valley area. Without an
increase in borrowing authority these facilities now under construc-
tion and the three planned nuclear plants cannot be completed and
TVA will not be able to continue to carry out its responsibility to meet.
the needs for electricity in its area. For this reason I respectfully urge
Congress to give early and. favorable consideration to this proposed
legislation.

The Office of Managenient and Budget has advised that there would
be o -objection to the presentation of this proposal to the Congress
from the standpoint of the President’s program.

Very truly yours, ‘
- . Avusrey J. WAGNER,
[Enclosure.]

A BILI To amend section 15d of the Eennessee Valley Authority Act
of 1933 to increase the amount of bonds which may be issued by the
Tennessee Valley Authority

. Be it enacted by the Senate and House of Representatives
of the United States of America in Congress assembled, That

15

he first sentence of subsection (a) of section 15d of the Ten-
gégsee V;?ley Authority Act of 1933, as amended (16 Ig.S.C.
831n-4), is amended by striking out $::5,000,000,000 and
inserting in lieu thereof “$15,000,(}00,000. :

HeARINGS

- >ablic Works Clommittee conducted no separate hearings on
Hi%}efig gb¥§ gﬁ%:ngoﬂ[ay, 1975, the Committee conducte% gix days
of oversight hearings into the prograims and policies of t_hel il}xlnesse«f
Valley Authority. These hearings which explored extgns:tgq y L e Cf)ri

struction and financing programs of the TVA are printe 11'1{I 1'270 vol-
umes as public works hearing document, ser1a1 number 94-H12.

Cosrs oF THE LEGISLATION

. » ) 5 * 2 T. t Of
' 11 be no cost to the United States in the carrying ou
H%h§§7§ ?tn fiscal year 1976 or in any subsequent fiscal period.

ROLLCALL VOTES“ DuriNG ‘Commm‘m CONSIDERATION

barsn tion 183 of the Legislative Reorganization Act of
19’%1;216? rgn: Ox'l;ﬁgg of the Committee on Public Works, rolleall votes
' in ax ed. e . :
ar%};i{:;?g t%iné)}grl?mittee’s consideration of H.R. 94:',7 2 on November 14,
1975, a roll call vote was taken on Senator Balker’s motion to report
the bill' without amendment. The motion passed by a vote of 10-2
with Senators Randolph, Baker, Bentsen, Buckley, Burdick, McClure,
Montoya, Morgan, and Stafford yoting in the affirmative and Senators
Gravel and Hart in the negative. : ‘ .

CHANGES IN EXISTING LAW :

In i ith subsection (4) of the rule XXIX of the Stand-
inlnﬁgggﬁiiz%lenate, changes in existing law made by the bill as
regerted are shown as follows (existing l‘aw-pro,posed to be omitted

is enclosed in black brackets, new matter 18 printed in italie, existing

N

law in which no change is proposed is shown in roman): .- . =

INN Varzey Avrmortry Acr or 1933, PusLic Law 17,
TEN\'ESSE??:BD Coxeress, Max 18, 1933, 48 Srar. 58 :

‘ he Corporation is authorized to issue and sell bonds,
no%fs& ;1513 cgt?lzei}‘ evideng& of indebtedness (hereinafter collectively
refer;:ed to as “bonds”) in an amount not exceeding [$5,000,000,0001
$15.000,000,000 outstanding at,-any one time to assist in financing 1ts
pmx’zer i)mgra,m and, to refund such bonds. The Corporation may, 1{11
performing functions authorized by this Act, use the proceeds of suc

The construction, acquisition, enlargement, improvement, or
Egggiggzﬁgeogany plant ,or oqther facility used or to be used for thc%
generation or transmission of electric power (including the portion o
any multiple-purpose structure used or to be used for power gexlllerw
tion) ; as may be required in connection with the lease, 1ease—puﬁc afse,
or any contract for the power output of any such plant or other fa-

Titvs and for other purposes incidental thereto. Unless otherwise spe-
giggﬁ;%uthgrized bl; _E.%t of Congress the Corporation shall make no
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.contracts for the sale or delivery-of power whiah woyld have the effect
of npking wre Corporation or s distribygors, @r_e%lly or indivectly, a
source of power supply-outsice the area for which the Corporation or
its distributors were the }])rimary source of power supply on July 1,
1957, and such additional area extenmding not more than five milés
.around the periphery of such area as may be necessary to care for the
growth of the 'Cglrip;):aﬁoh and its distributors within said area : Pro-
wided, however, That seeh additianal area shall not in any event in-
.crease by more than 2i% 3:; centum (or two thousard square miles,
-whichever is the lesser) area for which the Corporation and its
distmbutors were the primary source of power supply on July i, 1957:
And provided further, That no part of such additional area may be in
4 State not now served by the Corporation or its distributors or in a
municipality receiving electric service from amédher source on or after
July 1, 1957, and no more than five hundred square miles of such addi-
tional area mmy be in any one State now sevved by the Corperation or
its distributors.

* * * * * * *

(e) From net power proceeds in excess of those required to meet
the Corporation’s ebligations under the provisions of any bend or
‘bond contraet, the Corporation shall, beginning with fiscal year 1961,
make payments into the Treasury as miscellaneous geceipts on or be-
fore [Bacember 31 and] Jume 30, of each fiscal year as a return on the
appropriatien investment in the Corporation’s power facilities, plus a
repayment sum of not less than $10,000,000 for each of the first five
fiscal years, $15,000,000 for each of the mext five fiscal years, and
$20,000,000 for each fiscal year thereafter, which repayment sum shall
be applied to reduction of said appropriatien investment until a tatal
of $1,000,000,000 of said appropriation investment shall have been
repaid. The said appropriation investment shall consist, in any fiscal
year, of that part of the Corporation’s total investment assigned to
power as of the beginning af the fiseal year (ineluding both completed
plant amndl venstruction m progress) which has been provided from
appropristions or by transfers of property frem other Government

cies without reimbursement by the CGorporation, less repayments
of such appropriation imvestment made wmder title 11 of the Govern-
ment Corporations Appropriation Act, 1948, this Act, or other appli-
«able legaslation. The payment as a return on the appropriation
investment in each fiscal year shall be equel to the computed average
interest rate payable by the Treasury upon its total marketable public
obligations as ef the beginning of said fiscal year applied te said
appropriation investment. Payments due hereunder may be deferred
for not more than two years when, in the judgment of the Board of
Directors of the Corporation, such payments cannot feasibly he made
because of inadequacy of funds occasioned by drought, poor husiness
conditions, emergency replacements, or other factors beyond the con-
trol of the Coxporation.

* * * * * * *

O



94t Conaress | HOUSE OF REPRESENTATIVES REePORT
1st Session No. 94-510

TVA BONDING AUTHORITY

SEPTEMBER 24, 1975.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. Jones of Alabama, from the Committee on Public Works and
Transportation, submitted the following

REPORT

[P0 accompany H.R. 9472]

The Committee on Public Works and Transportation, to whom
was referred the bill (H.R. 9472) to amend section 15d of the Ten-
nessee Valley Authority Act of 1933 to increase the amount of bonds
which may be issued by the Tennessee Valley Authority, and for
other purposes, having considered the same, report favorably thereon
without amendment and recommend that the bill do pass.

Purrost or THE BIiLL

H.R. 9472 will increase from $5 billion to $15 billion the amount
of revenue bonds which the Tennessee Valley Authority may have out-
standing to finance additions to its power system and allow for annual
payments to the Treasury for earlier appropriated investments as is
the case for other Federal corporations. Its enactment will not change
in any way of the other provisions of the Tennessee Valley Authority
Act.: :

GENERAL STATEMENT

Forty-two years ago the Tennessee Valley Authority (TVA) was
created as, in the words of the Presidential message recommending
its creation:

* ® ¥ g corporation clothed with the power of Government,
but possessed of the flexibility and initiative of a private
enterprise. It should be charged with the broadest duty of
planning for the proper use, conservation, and development
of the natural resources of the Tennessee River drainage
basin and its adjoining territory for the general social and
economic welfare of the Nation. This authority should also
b& clothed with the necessary power to carry these plans into
effect,.

57-008
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Today, the TVA regional resource devglcipment pro;glgl;npifbll{iréoiin
i . st successful governmenta -
and acclaimed as one of the mo J g e public -
j ‘ ‘hole world knows o
cts ever undertaken. The whole [
D aonts i igat ower production, and
i 8 : r for navigation, p P on,
work in harnessing a great rive 1g er produetion o
) ~ation: in preventing devastating floods; 1 help
other uses such as recreation; mp ng ating oo
i intr on of new fertilizers and farm practic
ing through the inty oducti ) and farm practioss Sa¢
ienti - ring farm practices; in € ging
the use of scientific soil-conservir : raging the
i i at forest resource; in p
nd proper utilization of a great : -
O loquate supp) £ economical electric power; and, through

ridi ate supplies o ) and 4
gi?é%%sg iictlilirities, glphelpmg an economically depressed region to take

i iti i ialize and to malke the best
R oe of its opportunities to industrialize and tc ]
Sgg %I’;t?t;gse resourcegli)n improving its economy. This is an g}n;e};t;g:i
suecess story, nurtured over the years by the Congress on a od%l tisan
basis. It has been regarded throughout the world as a m

whose experience many countries have borrowed.
ELECTRICITY AS A RESOURCE TOOL

i i ' es tools provided by TVA
lect ower is one of the great resource i { i
\Viglfg ;}112 Il*)egion in which it con%ucg(s) its opera,tx%n:. g;fé:iixsigée gg;;' ?;
i . ares of about 80,000 square yniies CONs : :
?ug%;ie;‘nf(geoaﬁe. TVA generates’, tralnsmlt‘s, in%hsgﬂs pgw;}e::&t‘%om 3;&;-
i ich 1 i { elr OWD CUS .
tribution systems, which in turn retail p(c;vc er to thel
i rer di i tries which have large or
It also supplies power directly to 50 1ndus s i e eading
al power requirements and to 11 Federal installations, incuding
E}?;l %RI?A plant% at Oak Rldge(i Tenni, a{xdtligdgsgéxérﬁgéeghxh%fh
tributors are municipalities and rural @lectr x t21,z} Yemeh
hase their power at wholesale from TV A toserve about 234
gluef:zrﬁesiustom%ors, including homes, farms, businesses, and most of
jon’s industries. ‘ ) o
theBii;géﬁg istrigortance of the TVA pmye}r1 S’{‘S‘\S'T i8 bylpo rgg?ézst %;m}It‘ici
. ic consumers in the area which supplies directly.
’tl(‘)'\;f (;t;éi(:;eg? which with 26.7 mﬂl—ionlkﬂowatﬁs of tgresentiytégst:glgg
g apacity is the Nation's largest, 1s nterconnec :
%i?g: t%}%hcngighﬁoring systems with which TVA exchangeskpolwer.
The TVA system is, in effect, part of a h}lge power network. nlg
time of power emergency, operation of the TV A power systﬁm éou 1
have a definite impact on power supply conditions fmm1 fil 8 read
Lakes to the Gulf of Mexico and from New England to Oklahoma an
T i i i hanges of power
o inferconnections with other regions allow exchanges oI pow!
toalllgest? n:aak requirements on a day to day as well as seasonal basis.
Thus aﬁ) interconnected systems can make maximum use of ex1st_m%
facilities to meet consumer requirements with the minimum capita
investment. . . ' ith ex-
ique enerey use patterns of the TVA. seryice area, With
ter?s?x?e?z?eqof eleC‘.tI%g: powgr for space heating and industrial applica-
tions, have great significance for the Nation’s energy. independence
ooals. Because TVA power is almost exclusively produced with do%
mestic fuels of greatest abundance, the per eapl@a consumption o
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oil and natural gas in the region is considerably below national
averages. . .. S
: : Neep ror THE LeeisvarioN

The 1970 TV A amendments (Public Law 91-446) established a bond
ceiling of $5 billion. By December 31, 1975, TV A’s total of bonds and
notes outstanding will exceed $4 billion, and commitments for equip-
ment on order but not yet delivered will have fotally exhausted the
remaining unobligated borrowing authority. Without the $10 billion
increase In the bond ceiling, TVA would have to alter construction
and procurement schedules to such an extent that only the most critical
work would continue. At the very least, this disruption in orderly con-
struction schedules would result in additional costs and would create
siigniﬁca:nt-unemploymeﬁt among the 9,000 construction workers em-
ployed in this program. Equally important is the long run effect. A
disruption of the construction program could mean real difficulties
%n meeting the power requirements of the region’s consumers in the

uture, ’ ' .

The 21.2 million kilowatts of capacity now under construction or on
order is needed to serve expected growth in TVA power loads. Over

the next 10 years the total electrical energy requirements of the region
are projected to increase from 112 billion kilowatt-hours to about 220
billion kilowatt-hours. T'wenty billion of this 108 billion kilowatt-hour
inerease will occur in the requirements of ERDA, primarily for gaseous
diffusion plants. The remaining increase in the requirements of indus-
try and power distributors amounting to about 88 billion kilowatt-
hours is based on nearly a 7 percent rate of increase. This is almost the
same rate of growth experienced during the last 10 years, computed to
include the severely depressed sales levels of 1975 and thus represent
recovery from the recession as well as long term growth.

The table below listing annual TV A power sales since 1960 indicates
the variations in the rate of increase from year to year. Weather condi-
tions, regional and national economic conditions and changes in the
substantial Federal load affect the rate of change in a given fiscal year.

Total system sales
{Millions of kilowatt-hours)

1975 \ 106, 433. 2 | 1967 _. 82, 086.7
1974 108, 144. 7 | 1966 __ ' 77,105.3
1978 103, 472. 6 | 1965 . 69,860.8
1972 . 91, 090. 4 | 1964 68, 449. 8
1971 . __ 90, 647. 6 | 1963 63, 817.9
1970 . 90, 722. 3 | 1962 Z 60, 321.2
1969 __________ 6,873.9 1961 ______________________ 80, 101.2
1968 o __. $4,720.111960 - 59,342:6

During the 16-year period, the Federal load decreased from & high
of 28,284 million kilowatt-hours in 1960 to a low of 11,773.5 million
kilowatt-hours in 1971. Direct sales to industries decreased from pre-
vious levels in 5 of the 16 years—1961, 1971, 1972, 1973, and 1975. Sales
to municipalities and cooperatives show a steady increase throughout
the period. , S :
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- The amount of lead time required between the placing of orders for
generating equipment and the time when the generating capacity will
be in service has continued to increase from the approximately 8- to
4-year lead time for a coal fired steamplant built in the 1960’ to an ap-
proximate 9- to 10-year for the nuclear-fueled steamplants being added
now. The additional capacity now on order or under construction in-
cludes 4 combustion turbines, 4 pumped storage hydro units for peak-
ing purposes, and 15 nuclear-fueled units.

TVA’s Past Use or Revexoe BoNp AUTHorizATION

Congress amended the TVA Act in 1959 to authorize TVA to issue
revenue bonds for financing power facilities, That amendment author-
ized TV A to have outstanding up to $750 million in borrowings and

rovided that such bonds issued by TV A would not be obligatidns of or
ge guaranteed by the United States. It further provided that annually
TVA make two types of payments to the U.S. Treasury, one a return
on the Government appropriations remaining invested in the power
system at the average cost of money te the Government, and one a re-
payment of a portion of those appropriations. B
" The 1959 anmendment alse provided that TV A shall charge rates for
power which will produce gross revenues sufficient to cover all costs of
operation, ‘maintenance, and administration; to make payments to
State and local povernments in lieu of taxes; to pay the debt service
on borrowings; and te provide such additional margin as the Board
may consider desirable for investment in power system assets and other
purposes, having due regard for the primary objectives of the TVA
Act, mcluding the objective that power shall be sold at rates as low as
feasible.” ' S o ~

Subsequently, te enable TVA to borrow sufficient funds to finance

thé construction of the additional facilities necessary to supply the
increased poswver requirements.of the region, in August 1966 Congress
revised the limit to $1,750 million; then in Oetober 1970, Congress
raised the. limit to $5 billion. Expenditures and commitments under
the $5 billion authority have risen to the point where TV A must again
seek additional borrowing authority to enable it to discharge its re-
sponsibility of supplying electric power to accomplish the physical,
social, and economic development of the area it serves.
- TVA is the power supplier for an 80,000-square-mile region which
has a population of nearly 7 million people. TVA generates and trans-
mits electricity to meet-the needsof 160 municipal and cooperative dis-
tribution systems which retail power to their customers. TVA also
serves direc¢tly 50 industries which have large or unusual power re-
gurvements and 11 Federal installations, ‘

The distributors of TVA power include 110 municipalities and 50
rural electric cooperatives that are Jocally owned and operated. These
distributors purchase power at wholesale from TVA and, together,
they serve about 214 million electric customers—homes, farms, busi-
nesses, and the majority of industries. _

In 1959 TVA provided about 57 billion kilowatt-hours:to meet the
region’s electrical needs. By fiseal year 1975 this amount had almost
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gquble(l to more than 106 billion kilowatt-hours. This increase in elec-
Rl%ziggv er produced provided low-cost benefits to the region and the
HOME POWER NEEDS TRIPLED

- The nﬁmber of residential customers incr ‘
i sidential cus ~ creased from about 1,225
in 1&1959 to well over 2 million in 1975, and their power needs moge ?I,gg?
gxﬂ?c ed ;f?(?‘m, 9.4 billion kilowatt-hours to 31.8 billion kilowatt-hours in
t at period. The average amount of electricity used in homes in the
] ;ﬂrgl;assee Valley has almost doubled from 7,863 kilowatt-hours in
1959 to (114,540 in fiscal year 1975. This increase reflects primarily the
;nireasif use of electricity for essential needs—home and water, heat-
hr:)?n Zzslinag}rl;cgniiftmnm% At (:%I%;e present time about 42 percent of the
alley ar electrici 1 X
Cel%{;hnati(}nally. ley ek eated by electrmlty.VThls» compares to 11 per-
Ahe requirements of business and industry for electrici
‘ : of nes " rieity hav
fé;lgtle}(g&xfr?li?; %6.5_ 1lozlhon11;1710vv-]gttﬁhours in Y1959 to 50.1 lbﬁlliggek?ﬁ?
bt- 1 hiscal year 1975. Paralleling this increase in power re.
gélfremeqts Wwas an increase in employment of about 1 milﬁ(fn(.)ggé Iai}
ingﬁ:;ﬁ:cfnog?)gﬁﬂﬂ{xgyestfment by-}jndustry of about $8 billion. These
ease riunities for employment have helped raise the per
capita income in the vallev relative to th ional s e and hae
ley re to the national average a e
he-rllpfd regzrse the outmigration of the valley’s youné peacﬁflin«d have
sor? 3 1(11% : t{f‘f' gle, large government establishmentsin the TV A region
s rowtﬁe% h;y ¥ TVA have been a varying influence on the total rate
ot gﬁt S ﬁerc (Sn;gg’?gti)gléglanttse%ne%t of the govemment-required load,
b U percent, s to the Hnergy Research and Developn
Administration (ERDA, for i i orery Com
dm Lt > » lormerly part of the Atomic Energy Com-
gqaliqslotn ) E;fi(){r the gaseous diffusion plants at Oak Ridge‘anzzflﬁ‘ggdgg;}};
s to ERDA decreased from the 1957 peak of 31.2 billion kilowatt.

from that peint to 18.2 billion kill i '

nt ¢ = bithon Killowatt-hours in fiscal
ander t;:ontmctsvbetWeen‘ TVA and ERDA, sales are i?pegti%r tigi?:
crease by more than 20 billion kilowatt-hours between now and 1985,

of 26.7 million kilowatts with another 21.2 million kilowatts currently

creased from about 12,000 milés of transmission I3 it i

! , v y ftr ssion lines with t} st
waltage at 161,000 volts, to almost 17,000 miles of lines wigh ;ﬁil (,{1;«353
mi I?‘g'?’the igtra-hlgh voltage of 500,000 volts, ”

v <1 8 net investment in power assets at June 30, 1975, was i
%?o&;eg’ %‘thf); il})}léélon,m_ade up %f %%1 billion of appmiiriatihgg,s{i;aéggrgﬁ:
| : : earnings, and $3,660 million of outstandi )
ngs. The assets of the Corporation are in the name I(;;ntfeb{)frfi%?d
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States. These borrowings include $2,075 million of bonds sold to the
general public, $800 million of bonds and $635 million of short-term
notes sold to the Federal Financing Bank, and $150 million of short-
term notes sold to the U.S. Treasury. : o

At the time the first bond issue was sold in 1960, the interest cost to
TVA was 4.44 percent. With interest rates generally rising over the
years, TVA bonds sold at the geak of interest rates in June 1970 cost
TVA 9.29 percent. The 25 bond issues now outstanding have an aver-
ae interest cost of 7.69 percent. TVA’s bonds sold to the public have
all received the highest bond ratings by both Moody’s and Standard &
Poor's and have been well received in the market at interest rates lower
than or comparable to those of triple-A utility systems and communi-

cation gystems. . :
In accordance with the provisions of the 1959 amendment, TVA has

each fiscal year made payments to the Treasury, in recognition of the
previous investment of appropriated funds in the TVA power sys-
tem. TVA has made annual repayments of the appropration invest-
ment at the rate of $10 million a year from 1961-65, $15 million a year
for the next 5 years, and $20 million a_year starting in fiscal year
1971—a total of $225 million through the 15 years ending in June
1975. At the same time payments as a return on the appropriations
remaining invested in the TVA power system have been made in com-
pliance with the requirements of the 1959 amendment as determined
by applying the average interest rate ‘payable by the Treasury on.its
total marketable public obligations at the beginning of each year to
the net appropriation investment in TVA power facilities. These
annual payments have varied from a low of $36.5 million at a rate of
3,063 percent in fiscal year 1962 to a high of $71.4 million at a rate of
7.030 percent in the fiscal year just ended, and total $757.8 million for
the 153-year period. - , R

" 7o summarize, in repayment of the appropriation investment, and
veturn on that investment, TVA has paid into the U.S. Treasury -a
total of $982.8 millicn. This year TVA payments will go beyond the
$1 billion mark. -~ e o S

" Power Coxstruction Procraym ReEviEws -

" The TVA’s power construction program and operation of the elec-
tric system is undér continuing review by members and staff of the
Committee, Hearings and special examinations are set as necessary.
The TVA follows all of the licensing and public hearings procedures
apnlicable to individual power plants. . o IR
“The General Accounting Office annually inspects the accounts of the
TVA. and reports to the Congress. Special GAO investigations of
TVA are conducted at the request of Members of Congress.

" The other legislative committees of the Congress examine specifi¢
aspects of TV A’s operations as the need arises. ‘

" The appropriations committees consider in detail funding of the total
TVA program, including a comprehensive review of the power pro-
gram, each year. Generally, the hearings require several days.
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In addition, before the TVA ecan initiate construction of any new
power producing project, whether from bond proceeds or power reve-
nues, the Congress is advised and provided 90 days to take action to
il}(zi(i(lfgf) the project by concurrent resolution. (TVA Act Section

Sd(a)). ,

The projected power construction program for each year is trans-
mitted to the Congress by the President, with his recommendations,
in the budget estimates, ‘

TVA Eases Narronarn Exerey ProBrEMs

The .congressionally mandated TVA policy of ample supplies of
electric power at the lowest possible cost has resulted in desirable pat-
terns of fuel use in the Tennessee Valley by lessening requirements of
ml, and natural gas which are in short supply nationally.

The use of alternative fuels, primarily coal, as a source of steam for
generation of electricity means more of a scarce fuel oil and natural
gas is available to other part of the country than would be the case
if national usage patterns were followed in the TV A area. -

Steam-Electric Plant Factors, 1973, published by the National Coa
Association, indicates that nationally coal accounted for 54.3 percent
of the fuel consumed by steam-electric. power generating plants in
1972 while oil supplied 18.7 percent of the power and gas 27 percent.
On the TVA system. coal accounted for 9%.4: percent of the steam-
generated power, while gas and oil accounted for 2.6 percent. Some of
the latter was used for startup purposes. L

‘The State of Tennessee, which is provided electricity almost entirely
by TVA, presents a startling contrast to the national averages in per-
centage of the various fuels consumer. E'nergy in Tennessee, the Report
of the Governor’s Task Force on Energy, November 19, 1978, indicates
that the State’s use of coal, an energy resource of abundance, is 100
percent greater than in the total United States. Coal comprises 39 per-
cent of all energy in Tennessee, while only 19 percent of the nation’s
energy consumption (in Btu’s.) Petroleum products (including trans-
portation use) make up 30 percent of the Tennessee energy picture
compared to 45 percent for the Nation. Natural gas supplies 25 percent
of Tennessee energy requirements in contrast to the 34 percent na-
tionally. Hydro-generation of electricity accounts for 6 percent of
Tennessee’s energy and less than 2 percent for the Nation. Nuclear
energy was not in production by TVA when the survey was made.

_The northern third of Alabama is served by TVA and a pattern
Szm})a,r to Tennessee for the use of the various fuel sources was reported
for ‘Alabama by the Energy Economics Division of the Alabama
Energy Management Board. ‘ '

The President’s proposal for achieving Project Independence by
1985 antieipates coal as a major fuel source for the United States. Such
a goal will require tripling of coal production and also expansion of
transportation systems. The TVA electric system, with almost total
use of coal for steam generation of electric power, has already achieved
this important part of the Project Independence goals. .
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ENERGY USE IN THE TVA REGION

Natural gas, fuel oil, and liquified petroleum gas have had a de-
creasing role in the heating of homes and businesses in the TV A area
as the use of coal. converted to electricity, becomes more significant.

The intensity of electricity as a source of energy in the homes in the
TVA area, compared to the United States, for a recent year (fiscal year
1974 for TV A ; calendar year 1974 for the United States) is indicated.

Percent of homes
TVA area  United States

Electrie heat et m e 42 11
Elaetric St0Ve_ . e aaan 78 . 68
Electric water heater ... e n 40

The average annual use of electricity by a residential consumer in
calendar 1974 was 14,330 kilowatt-hours for the TV A area and 7,907
kilowatt-hours for the United States. L

The TVA distributors added 57,000 new customers during fiscal
year 1975, despite the nationwide slowdown in housing construction,
for a total of 2,459,000 retail customers at year end. Residential cus-
tomers used an average of 14,540 kilowatt-hours per home during the

rear, a slight increase resulting in payt from the great percent of new
omes using electricity for space hedting. : .

In 1974 approximately 75 percent of the 80,000 new homes in the
TVA area installed electric heat, Without this significant use of elec-
tric heat in the TVA area, the already severe problems in the shortages
of petroleum products and natural gas would have been worse.

Other indicators of electricity ds a major energy source in the TVA
region are thé number of large, electricity interisive industries located
in the ares and the two ERDA gaseous diffusion plants. o

‘There are severe limitations on the use of gas and oil in the region
not only because of the scarcity of those resources in this area but
also because of probleins relating to the distribution of these energy
sources in an area comprising 80,000 square miles. Electricity is avail-
able practically everywhere within the region. The availability of oil
and gas is much more limited, and this points to continuation of élec-
tricity asthe basic energy source for the region. o :

" Even if thé Congresses of 1933 and 1959 could have anticipated the

resent petroleéum supply problems, they ¢ould hardly have devised a
getter policy than that set for the TV A in the program of encouraging
low-cost electric power as the basic energy for a significant region o
the country. ‘ ) o ‘

While the Nation has huge supplies of coal in the earth, the supply
is not unlimited and it is costly to extract and transport to generating
facilities. Energy conservation measures are receiving renewed atten:
tion throughout the TVA area and the Authority is making a positive
effort. to reduce total demand of individual homes and businesses.
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Sl TVA Erzoreic Rares”

The 1959 amendment made clear TVA’s _responsibilities both to
the consumer and to the bondholder. Power must be sold at “rates
as low as are feasible.” The legislation also requires TVA to charge
rates that will produce adequate revenue to cover its costs and finan-
cial obligations, and such margin as the Board considers desirable
for reinvestment in power system assets and other purposes connected
with TVA’s power business. '

Unlike a utility company, TVA cannot issue additional common
stock to help balance its financial structure as additional bonds are
1ssued. It must depend on reinvested earnings as the source of capital
to balance these borrowings. Therefore it plows back into the system
the power system proceeds that remain each year after paying all
costs and the required return on investment to the U.S. Treasury. A
;%aigna(ge amount otfhrelnvgsted gamings are in the interest of the

r consumers as they reduce the doll
and on which interest muy;t be paid. ars which must be borrowed

One of the key tests to determine how well an electric utility is
tarrying out its responsibilities to the public is whether electricity
is being supplied at rates the users of electricity can afford. The cost
of electricity nationwide has increased at unprecedented rates in
recent years, and rates in the TVA area have been no exception, al-
thoggh TV A rates are still much lower than most areas of the coun’try

With increasing costs on all sides—although principally for fuel,
related expenses and interest costs—providing adequate electric powex3
at a price consumers can afford is a greater challenge to TV A than

ever before. Thi ind ; ; g \
years. ore. This table indicates the changes in TVA rates in recent

AVERAGE CHANGES IN PRICES OF TVA POWER TO ULTIMATE cénsuméns, JULY 1967 TO JANUARY 1975 .
fin percent]

Effective date of increase Residential gﬁ&i’;’:’ ) Other Total
July 1967 . '

Warch 1969, TTTTT T e e 8.5 5.8 33 6.9
August 1966 —m 9.2 53 3.4 7.0
égt%li}sérlg%_ - 24 30 1 53
Qctober 1970 = 19.6 2.9 o5 2t
Tanuary 1974 - 6.4 8.2 3.4 1.4
AUgUSE 19747, T TTTT T e 13.5 177 3.5 15.6
January 19758 1T s e lg' % 22'115 5. ? W)
________ 5 3 . 21.9

Cumulative increase.......__________ 124.8 145.5 37.5
..... 3 3 . 133.9

! Includes directty served pravallin
8rve, g rate consumers, )
¥ increase based on initial amounts charged under July 1974 fuel cost adjustment addendum,

8 Approximately one-eighth of this ad ust T inuati
Was Cased by ajuscr i of this cgstsrg?rgurgﬁ:ggsd ap%%\etgnuatmn of the July 1974 cost adjustment Half the increase

Yet TV ite the i i '
VA rates—despite the increases—remain among the lowest in

the Nation. i :
by This chart shows how »TVA compares with some other

H. Rept. 94-510-w—2g
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MONTHLY RESIDENTIAL ELECTRIC BILLS
... 1,000 Kilowatthours

New York

— B 562
Boston . S $42 | o
Atlanta $33
Wash., D.C. | 532
Ashevivl‘le : $30
Birmingh&m $30
St. Louis N s30
Chicago | 529
Littief Rock W29
Los ‘Angeles $29
Louisville - Bl $26
TVA R-2 s

Portland;,éf.

NOTE: Bills for others are based on residential rate information ebtained directly from
) the utilities. Bills include ail currently applicable adjustments and charges
except-local and state sales taxes. TVA rate level R-2 is typical of basic
residential bifls in TVA service area; amount may vary in particular locations
due to rate level difference and application of special c.harge‘s.k

For the 12 months ending with June 1975, TV A’s average residential
rate was 1.76 cents per kilowatt-hour as compared with a national
average of 8.04 cents per kilowatt-hour or TVA’s rate was 42.1 per-
cent lower than the national average. .

For the 12 months ending with June 1975 TVA’s average rate for
all customers was 1.69 cents per kilowatt-hour as compared to a na-
tional average of 2.54 cents per kilowatt-hour or TVA’s rate was 33.5
percent lower than the national average. .

TVA rates also are lower than those of the neighboring utilities
where similarities of marketing, usage, weather and economic condi-

-

i

tions exist. A tﬁpicai example would be TVA residential rate R-2 for
1,000 kilowatt-hours, which is from 8.4 percent to 18.3 percent below
the neighboring utilities, and TVA’s C-2 industrial rate for 1,000
kilowatts and 400,000 kilowatt-hours ranges from 4.5 percent to 29.5
percent below the neighboring utilities. ‘ ‘ »

AmouNnT oF THE Prorosep INCREASE IN THE ReveExue Boxp
' AUTHORIZATION

During the past 12 months, the amount of increase in the TV A reve-
nue bond authorization has been under staff review by the TVA and
the Office of Management and Budget, proposals for increases ranged
from a minimum of $5 billion to a maximum of removal of any statu-
tory limit in the bonding authority. o

The committee is recommending an increase of $10 billion to bring
the total revenue bonding authorization to $15 billion. This is the same
ncrease as recommended by Chairman Wagner of the TVA and en-
dorsed by the Office of Management and Budget.

_Any smaller amount will hamper the TVA in the statutory obliga-
tion to provide the region with ample supplies of electric power. This
would inhibit the growth of the economy and the creation of the 70,000
new jobs which will be necessary over the next 20 to 30 years to assure
that no young person will have to leave the region for lack of job
opportunity. With any increase of less than $10 billion, the TVA
would be forced to seek additional authorization in 2 or 8 years, thus
quite possibly requiring further legislation early in the 95th Congress,
if the TV A is to adhere to its established record of responsible fiscal
management. . T ;

" Those who advocate eliminating any bond ceiling use three strong

oints. TVA’s past record indicates the board would not be likely to
issue bonds to finance more power generating capacity unless addi-
tional kilowatts of power were needed by valley power users. The
reality of controls enforced by the capital markets would operate to
discourage or prevent TVA from issuing bonds in a harmful or un-
timely manner. And, finally, Congress-at present reviews TVA’s pro-
gramsloﬁan annual basis with adequate statutory mechanisms for
control. -~ - ' ; ‘

The Committees’ recommendation of H.R. 9472 is based on the fol-
lowing considerations:- S o

(1) The $10 billion increase, along with retained earnings, will
provide for expected power construction program costs for facilities
anticipated for completion to meet electric power needs of the region
into the mid-1980’s. Because lead time for planning and construction of
generating plants is now about 8 to 10 years, TVA must have sufficient
bonding authority to enable it to complete a plant before it can place
firm orders for the necessary components. Without the authority, the
TVA would be unable to comply with the requirements of the TVA
Act to provide the region with ample supplies of electric power.

(2) When the original bond authorization of $750 million was pro-
vided in 1959, it was expected to last for from b to 7 years. (H. Rept.
No. 271, 86th Cong., 1st sess., p. 6.) The increase in the authorization
to $1.75 billion voted in 1966 was expected to last for 6 years. (H. Rept.
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No. 1559, 89th Cong., 2d sess., p. 2.) It actually provided for 2 years
less than that because of the cost increases and improved electric energy
sales. The increase in the authorization to $6 billion in mid-1970 was
exgect:ed to service requirements for from 5 to 7 years. (H. Rept. No.
1278, 91st Cong., 2d sess., p. 4.) The shorter estimate proved more
accurate.

These time periods corresponded with the approximate time require-
ments for planning and construction of generating facilities. More
recent experience of the TVA, and other elements of the power in-
dustry, indicates 8 to 10 years lead time is required for the procedures
involved in construction of major generating facilities. Thus, TVA’s
planning program extends for 10 years. ; v

It would make no sense, in the committee’s view, to provide for a
shorter period of system growth now than Congress sought to provide
in the three earlier authorizations. The practicability of the revenue
bond financing method has been demonstrated by TV A’s record of 16
vears of successful operation under it. The committee believes that
this rocord warrants sufficient congressional confidence to justify an
inerease that will last at least as long as the original authorization was
intended to last. - . ' v
-+ (3) Sufficient authorization should be provided to leave no question
concerning TV.A’s ability to meet the growing demands on its power
system for a reasonable period. TV A can provide for these demands
only if it has enough borrowing capacity to make firm contracts for
required new generating capacity. If growth in demands for power
should be at a higher rate than now estimated, éven the $10 billion
may not be sufficient for the requirements of the decade. The home-
owners and businesses dependent on TV A for power are entitled to
plan purchases of heating and labor-saving electrical equipment with
confidence on a longer-range basis. So, too. are homeowners and busi-
nesses in other areas of the country who, in a power emergency, could
be directly affected by the power supply situation on the TVA system
with which their own systems are interconnected. ,

Electricity is the lifeblood of our high energy civilization. It is im-
perative that industry and government work together in order to avert
disruptions to the consuming public which could result if a significant
segment of the industry were impeded in meeting its requirements. It
would be short-sighted not to continue the long standing policy of pro-
viding adequate bond authority to assure that the TVA can do its
part in contributing to reliability of the Nation’s power supply.

(4) The 1959 legislation provides expressly that the principal of,
and interest on, bonds issues by TV A shall be paid solely from TV A’s
net power proceeds, and that such payment is not an obligation of or
guaranteed by the United States. Accordingly, the bonds are not part
of the public debt, and an increase in the bond authorization to $15
billion wonld have no effect on the debt ceiling. '

(5} The increase in the bonding ceiling to $15 billion is essential to
continuation of the basic TVA electric power policy of providing
ample supplies of electricity at the lowest possible cost. This has par-
ticularlv valuable national benefits at the present time.

(a) The total Federal electric bill is less than it wounld be at average
national rates because TV A can provide araple supplies of clectrie
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power at the lowest possible cost for the significant Federal power
requirements in the region.

(b) The electric power policy, established by the TVA act, en-
courages the engagement of electric power produced from coal, hydro-
electric power, and nuclear fuel and thus reduces total national de-
mand for natural gas and fuel oil. Lo

(¢) The reliability of the TVA system is of vital importance to
electric power consumers in a large section of the Nation because of
the interconnections and power exchange agreements with many of the
other electric power suppliers. These arrangements enable all systems
to have available adequate supplies of electric power at the least possi-
ble capital investment by the individual system. )

(6) There are no disadvantages that the committee can see in pro-
viding an authorization of $15 billion. If growth in power demands in
the TVA system should for any reason be less than now anticipated,
the only result would be that TVA would slow down its construction
program and its issuance of bonds, and the authorization would last
somewhat Jonger. k o

In summary, the committee is convinced that an increase in the
authorization to less than $15 billion would be inadequate, that strong
redsonsg for an increase to at least this amount, and that such an in-
crease would:have no important. disadvantages as compared to.a lesser
amount. '

CHANGE To ANNUAL PAYMENTS

Section (b) of H.R. 9472 concerns the time of payments by the
TVA to the Treasury as a repayment of the original Federal invest-
ment and the annual interest equivalent payments on the outstandin
principle amount. of the investment. It does not alter the amount o
the payments. el

TVA was on an annual basis for payments to the Treasury, the same
as other Federal Corporations, prior to the 19569 TVA amendments.
The 1959 amendments provided for extensive new arangements for
TVA’s financial affairs and one of the changes established semiannual
payments to the Treasury. ) i

By deletion of the December 31 payment date as provided in H.R.
9472, the TVA, would be required to make the full payment before
June 30. , Lo . o o

~The other Government Corporations such as Commodity Credit
Corporation, Export-Import Bank, Federal Savings and Loan Insur-
ance Corporation, and the Panama Canal Co., make their payments
on an annual basis, : o

Since the extensive new financial arrangements established for TVA
16 years ago, the TV A has proven to be completely responsible in all
financial obligations to the Treasury and to the bond holders. .

By returning TVA to the normal annual payments of other Federal
Corporations, TVA would have full use of the payment funds until
the payment date as other similar Government Corporations do.

~ Section (b) of HL.R. 9472 charges only the date of the payment, not
the amount. .

Covmrrtee VIEWS

The committee is aware of the broad support for this legislation in
the TV A area and the urgent requirement to meet the power needs of
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the entire areas. When the committee reported out the original self-
financing bill in 1959, it was believed that the $750 million ceiling on
TV A bond financing would require a review and increase after a period
of 5 to 7 years. In 1966 the committee provided authorization for an
anticipated period of 6 years. The report submitted by the committee
on the 1966 amendments noted at that time that this would permit the
homeowners and the business enterprises of the region to plan for the
future, confident that their power supply would continue to meet their
demands.

Additional review and alteration of the bond authorization was an-
ticipated by the committee when the 1970 amendment increased the
ceiling to $5 billion.

In hearings and continuing review, the committee finds the TVA
has been faithful to the letter and the spirit of the Tennessee Valley
Authority Act. TVA has been responsive to the regional and national
needs. TVA has been responsible in management of fiscal affairs. In
actions and programs, the T'VA has been a splendid reflection of the
attitudes and aspirations of the people of the region and of the Nation.

Ample need exists for increasing from $5 bi%lion to $15 billion the
amount of revenue bonds which the Tennessee Valley Authority may
have outstanding to finance additions to the power system and that the
TVA payments to the Treasury should be made on an annual basis as
provided in H.R. 9472. L ‘

Views oF THE FEDERAL AGENCIES

‘TENNESSEE VALLEY AUTHORITY, = |
R Knoxville, Tenn., September 3. 1975.
Hon. Cart ALBERT, - Do - . o
Speaker of the-House of Representatives,
Washington, D.C. B

Dear Mr: Speaker: I am pleased to transmit to the Congress pro-
posed legislation to amend ‘the Tennessee Valley Authority Act by
Eaisilng to $15 billion the ceiling on TV A’s authority to issue revenue

onds. : A

~This $10 billion inerease is required to complete construction of a
niimber of electric generating facilities presently under construction
or proposed for construction to meet the projected electric energy needs
of the Tennessee Valley region. The intent of this proposedlegisla-
tion is t& fully fund needed power generating equipment, including the
following generating stations: Cumberland %team Plant; Raccoon
Mountain Pumped-Storage Project; Browns Ferry, Sequovah, Watts
Bar, and Bellefonte Nuclear Plants; the proposed Hartsville Nuclear
Plant; nuclear plants being considered for the Yellow Creek and
Phipps Bend sites as well as an additional generating facility.

These facilities are essential to assure that the growth of the economy
and creation of jobs is not inhibited by the lack of an ample supply of
electric power in the Tennessee Valley area. Without an increase in
borrowing authority these facilities now under construction and the
three planned nuclear plants cannot be completed and TVA will not
be able to continue to carry out its responsibility to meet the needs for
electricity in its area. For this reason I respectfully urge Congress to
give early and favorable consideration to this proposed legislation.
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The Office of Management and Budget has advised that there would
be no objection to the presentation of this proposal to the Congress
from the standpoint of the President’s program.

Very truly yours, i
Avusrey J. WaeNER, Chairman.

A BILL To amend section 15d of the Tennessee Valley Authority Act of 1933
to increase the amount of bonds which may be issued by the Tennessee Valley
Authority

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That the first
sentence of subsection (a) of section 15d of the Tennessee Valley
Authority Act of 1933, as amended (16 U.S.C. 831n—4}), is amended
by striking out “$5,000,000,000” and inserting in. lieu thereof
#$15,000,000,000.”

Compriance Wite Crause 2(1) or Rue XI or THE RULES OF THE
' HousE oF REPRESENTATIVES

(1) With reference to clause 2(1) (3) (A) of rule XI of the Rules
of the House of Representatives, no separate hearings were held on
the subject matter of this legislation by the Subcommittee on In-
vestigations and Review, however, the Committee on Public Works
and Transportation held a hearing on this subject matter which re-
sulted in the reported bill. o

(2) With reference to section 308(a) (1) (C), H.R. 9472, as reported,
provides no financial assistance to State and local governments.

(3) With respect to clause 2(1)(8) (C) of the Rules of the House
of Representatives, the Committee has not received an estimate and
comparison prepared by the Director. of the Congressional Budget
Office under section 408 of the Congressiona] Budget Act. .. -

(4) With respect to clause 2(1) (3) (D) of rule XI of the.Rules of
the House of Representatives, the. Committee has not received. a re-
port from the Committee on Government Operations pertaining to
the subject matter. ) : R

(5) ‘With reference to clause 2(1) (4) of rule XI of the Rules of
the House of Representatives, the following information is provided:

The:legislation provides that the TVA may issue up. to $10 billion
in additional revenue bonds to help finance construction, repair and
improvement of electric power generating and transmission facilities.
The-bonds would be issued in incremental amounts by the TV A as.the
construction work proceeds over a 10-year.period. This is almost the
same level of construction and the same rate of bond financing the
TVA has followed for more than 5 years. . =~ - ° :

Without the authorization to continue the power construction pro-
grain, alternate, more expensive sources of energy would have to he
secured by residents, businesses, industries and the federal government
for power requirements within the 80,000 square mile area.

Approximately 9,000 construction jobs are directly involved in the
TVA power program. Because the legislation will make available
addltl_on_al sources of power, new industrial development will be possi-
ble within the service region and thus additional jobs will be created.
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Accordingly, the Committee has determined that the enactment of
this legislation will not have an inflationary impact on prices and costs
in the operation of the National economy.

Cost oF THE LEGISLATION

In aceordance with rule XII(7) of the Rules of the House of Rep-
resentatives, it has been determined that there are no costs to the
United States in carrying out ILR. 9472, in fiscal year 1976 and each
of the following 5 years.

Vorr

The committee ordered the bill reported by voice vote.

Craxees 18y Exmsting Law Mape By tHe Brin, as RerortED

In compliance with clause 3 of rule XI1II of the Rules of the House
of Representatives, changes in existing law made by the bill, as re-
ported, are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italic, existing law
in which no change is proposed is shown in roman):

SecrroN 15d or THE TeNNESsEE VALLEY AUTHORITY Acr or 1933

Sec. 15d. (a) The Corporation is authorized to issue and sell bonds,
notes, and other evidences of indebtedness (hereinafter collectively
referred to-as “bonds”) in'an amount not exceeding [$5,000,000,0003
$15,000,000,000 outstanding at any one time to assist in financing its
powet program and to refund such bonds. The Corporation may, in
pérf(‘ni'mm%lfﬁnct-io‘ns,authbrized by this Act, use the proceeds of such
bonds for the construction, acquisition, enlargement, improvement, or
replacement of any plant or other facility used or to be used for the
generation or transmission of electric power (including the portion of
any multiple-purpose structure used or to be used for power genera-
tion) ; &s may be required in eonnection with the lease, lease-purchase,
or any contract for the power output of any such plant or other fa-
cility ;- and for other purposes incidental thereto. Unless otherwise spe-
cifically authorized by Act.of Congress the Corporation shall make no
contracts for the sale or delivery of power which would have the effect
of making the Corporation or its distributors, directly or indirectly, a
source of power supply outside the area for which the Corporation or
its distribdtors were the primary source of power supply on July 1,
1957, and such additional area extending not more than five miles
around the periphery of such area as may be necessary to care for the
growth of the Corporation and its distributors within said -area: Pro-
vided, however, That such additional area shall not in any event in-
crease by more than 21% per centum (or two thousand square miles,
whichever is the lesser) the area for which the Corporation and its
distributors were the primary source of power supply on July 1, 1957:
And provided further, That no part of such additional area may be in
a State not now served by the Corporation or its distributors or in a
municipality receiving electric service from another source on or after
July 1, 1957, and no more than five hundred square miles of such addi-
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tional area may be in any one State now served by the Corporation or
its distributors,
& & * * * * *

(e) From net power proceeds in excess of those required to meet
the Corporation’s obligations under the provisions of any bond or
bond contract, the Corporation shall, beginning with fiscal year 1961,
make payments into the Treasury as miscellaneous receipts on or be-
fore [ December 31 and} June 80, of each fiscal year as a return on the
appropriation investment in the Corporation’s power facilities, plus a
repayment sum of not less than $10,000,000 for each of the first five
fiscal years, $15,000,000 for each of the next five fiscal years, and
$20,000,000 for each fiscal year thereafter, which repayment sum shall
be applied to reduction of said appropriation investment until a total
of $1,000,000,000 of said appropriation investment shall have been
repaid. The said appropriation investment shall consist, in any fiscal
vear, of that part of the Corporation’s total investment assigned to
power as of the beginning of the fiscal year {including both completed
plant and construction in progress) which has been provided from
approepriations or by transfers of property from other Government
agencies without reimbursement by the Corporation, less repayments
of such appropriation investment made under title II of the Govern-
ment Corporations Appropriation Act, 1948, this Act, or other appli-
cable legislation. The payment as a rveturn on the appropriation
investment in each fiscal year shall be equal to the computed average
interest rate payable by the Treasury upon its total marketable public
obligations as of the beginning of said fiscal year applied to said
appropriation investment. Payments due hereunder may be deferred
for not more than two years when, in the judgment of the Board of
Directors of the Corporation, such payments cannot feasibly be made
because of inadequacy of funds occasioned by drought, poor business
conditions, emergency replacements, or other factors bevond the con-
trol of the Corporation.

* £ *® % * - *

O



H. R. 9472

Rinety-fourth Congress of the Wnited States of America

AT THE FIRST SESSION

Begun and held at the City of Washington on Tuesday, the fourteenth day of January,
one thousand nine hundred and seventy-five

An Act

To amend section 15d of the Tennessee Valley Authority Act of 1933 to increase
the amount of bonds which may be issued by the Tennessee Valley Authority,
and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That (a) the first
sentence of subsection (a) of section 15d of the Tennessee Valley
Authority Act of 1933, as amended (16 U.S.C. 831n-4), 1s
amended by striking out “$5,000,000,000” and inserting in lieu thereof
“$15,000,000,000”.

(b) The first sentence of subsection (e) of section 15d of the Ten-
nessee Valley Authority Act of 1933, as amended (16 U.S.C. 831n4),
is amended gy striking out “December 31 and”.

Speaker of the House of Representatives.

Vice President of the United States and
President of the Senate.



November 21, 1975

Dear Mr. Director:

The following bills were received at the White
Bouse on Hovember 21st:

ER. 12
H.R. 2343 v
H.R. 3922
!.R. wl <

H.R. 9472

Please let the President have reports and
recompendations as to the approval of these
bills as soon as possible.

Bincerely,

Robert D. Linder
Chief Executive Clerk

The Honoreble James T. lLynn
Director

Office of Management and Budget
Washington, D. C.





