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As you are all aware, there is more O&M being allocated to Overhead than the Capital Budget can sustain at our current target rate of 11%.  Therefore, I am asking each department to re-evaluate their overhead allocations and justify the percentages.  Based on these revisions, we will re-evaluate the overhead target rate.

Recent accounting pronouncements have placed some restrictions on expenses that can be capitalized such as project development and training costs.  In addition, the FERC will be moving to a GAAP basis of accounting that will require us to justify any overhead charges.

We will probably not make changes to the allocations for 2000, but for the upcoming 2001 Budget, we must match the total overhead included in Gross O&M to the overhead built into the Capital Budget.  This includes payroll, benefits, and non-payroll costs that follow the payroll distribution such as employee expenses.

Please provide your analysis to Elaine Concklin by July 15, 2000.  She will consolidate the results for review so we can determine a new target rate and develop a plan of action for the year 2001 if we need to reduce overhead further.  O&M expenses directly attributable to specific capital projects should be excluded from your overhead allocation and charged directly to those projects.  Please provide those costs as a separate amount.
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