
Chapter VI

THE HOOVER DAM POWER CONTRACTS OF 1930

A. Determinations Preceding the Con tract Negotiations
Before negotiating the po,ver contracts required by the project act,

it was necessary to determine: (a) 'l'he costs to be anlortized; (b) the
quantity of energy, etc., available, involving a forecast of the water
supply during the amortization period; and (c) the competitive value
of the energ:r. These determinations are referred to below.
The following is reprinted from the first edition (p. 15):
[1. Cost, to be amortized].-Since these contracts must provide revenue to amor-

tize the cost of the dam, the first undertaking was to verify the estimates of t.he
dam's costs and to set up a definite goal for revenues. The exhaustive studies
made under the Commissioner of Reclamation, Dr. Elwood :\Iead, Chief Engineer
R. F. 'Valter, and their predecessors, Arthur P. Davis and F. E. Weymouth, had
been supplemented by the review of the so-called Sibert board. The latter was a
commission of engineers appointed pursuant to an act of Congress, whose principal
function was to pass upon safety features of the proposed works. The result of all
these studies, as reported by Commissioner fixed the estimated cost of the
Boulder Canyon Dam and power plants at $109,446,000. Interest upon this
aum during construction was estimated to amount to $11,554,000, or a total
estimated cost of $121,000,000. During the negotiation of the contracts the
Sibert board authorized an increase in the height of the dam, to raise the water
level 25 feet; and, while that board .estimated that the higher dam could be
built within the original estimate, the Bureau of Reclamation added for safety
another $4,392,000 to the estimate, making an aggregate investment of
$125,392,000. But as the project act prOVided that $25,000,000 of this cost
might be allocated to flood control, to be repaid out of surplus revenues, the
amount remaining to be met by firm power sales became fixed at $100,392,000.
But of this sum, $17,717,000 was estimated to be the cost of power machinery,
which it was contemplated would be financed by the lessees of the power plant.
This·reduced the net investment, exclusive of flood control and the cost of ma-
chinery, to $82,675,000. Computed against an amortization period of 50 years,
interest at 4 percent on this investment (required by the project act to be paid
to the Treasury) was estimated at $108,107,007. The total which the Secretary
was required to recover from sale of power during a So-yearJ>eriod thus became
5206,920,024.1
[2. Quantity of water available for generation).-Preliminary studies of the

quantity of water available for generation of power had been carried forward
under the direction of Mr. E. B. Dehler, hydraulic engineer of the Bureau of

1 For tables and graphs, see apPendix 43 to the first edition: "Financial opera-
tion."
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Reclalnation.2 Re,·ised to January 31, 1930. thp:"e cOlnputatiollS that
"'ith a danl 557 feet high, '\"e ,,'ould haye available on conlpletion 3!600.000.000
kilo"I'at.t-hours of firtn energy per year; "'ith a danl 575 feet high, 4.240,000,000;
and ,Yith a dan1 582 feet high, 4,330.000.000. During the negotiation of the
contracts thp fIgure 4,240,000,000 ''''as assull1ed. During negotiat.ions the decision
of the Sibert board, permitting an increase in the \'"ater level to 582 feet, raised
this output by 90,000,000 kilo,vatt-hours, and this increnlent ,vas separately
disposed of.3
[3. C01npett'tive value of energy).-The third basic element of information

required before undertaking negotiations ,,'as the price ,,-hich could be realized
for thi8 po\yer. That price ,yas subject to contrul by t,vo factors:

(Q) The Secretary ,vas required by the Project Act to obtain a 'sufficient rate
to all10rtize the cost of the dam, but (b) the act required that the amount be
det.ermined by "colnpetitive conditions at distributing points or competitive
centers"; and this latter ,,·ould have been a determining factor eyen in the absence
of statutory direction. .As the only market large enough to absorb sufficient
energy to yield the required revenues lay in southern California, and ,,-as located
oyer large oil and gas deposits, the cost of energy provided by oil and gas neces-
sarily fixed the comparative value of Boulder Canyon po,ver. .A study ,,·as
accordingly undertr.,ken by R. F. 'Valter, Chief Engineer, L. X. l\IcClellan,
chief electrical engineer for the Bureau, Prof. " •. F. Durand, of Stanford l7niver-
sity, and ot.hers. Their report, rendered on Septeillber 10, 1929, computed the
value of Boulder Canyon po,ver at the s,,"itchboard on a series of assumpt.ions
as to costs of private and public development, all of ,vhich reckoned back to a
value for the use of falling \yater, amounting to about. 1.63 mills per kilo,,·att-
hour}
The amount of money to be brought in by sale of po"rer at the rate stated

,,"ould, of course, be subject to certain assumptions.. First, the Project .Act
required the readjustnlent of rates to accord vdth competitive conditions at com-
petitive centers 15 years atter the date of the contract, and every 10 years there-
after. Second, the amount of ,vater available for generation of po,ver ,,"ould-
d.ecrease by virtue of upstream use "and gradual silting of the reservoir.. Third,
the amount 'w'ould be affected by the number of years covered by each po''''er
contract. * * *

2 A report. "IIydrology of Boulder Canyon R.eservoir," by E. B. Debler (slun-
marized its author in "The Hoover Dam Contracts," first edition! appendix 29,
pp. 473, 477), gaye t.he follo'w'ing estimate of the ,,"ater supply during the 50-year
anlortization period:

Development above Boulde'r Canyon

1928 1938 I
I

Irrhmted area. acres__ 1, i17, 000 2,040,000 i
Capacity of reservoirs_._. 662,000 _
Capacity of power reservoirs_•• .do .___ 10,000 _
Transmountain diversions acre-feet annually__ 116.000 180,000
Snrfacc area of 2i,8OO I} 60,000 {Surface area of power reservOlrs do 1 2, 000 I
!\Iean depletion for irrigation consumpth"e use, tr ansmoun··
tain diversiops reservoir losses. acre-feet annually__ I !60, 000 3,481,000

annualln1lo'U to Boulder .Canyon acre-feet __ . 10>. ,30,000 ! 15,009.000
I I

a Appendix 303.
See appendix 30 to the first edition.

1988

3.368.000
2,933.000
8.100.000
621, 000
86,400
172.000

6,595,000
11.895,000
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B. Negotiations
(1) Invitations for applicatio'ns.-The following IS repriIlted from

the first edition (p. 17):
Invitations for applications for t.he purchase of po,ver "-ere published on Sep-

tember 10, 1929. October 1 ,vas fixed as the application date. Upoa that date
the Secretary had at hand applications from 27 parties. Some of these applica-
tions conditional and others were indefinite; but the three principal appli-
cants ,vere the Cit,y tlf Los A.ngeles, the Southern Califurnia Edison Coo, and the

\Vater District of Southern California. Each of the first t,vo asked
for the entire po\\-er output, which assumed at that date, prior to decision
on the final height of the dam, to be 3,600,000,000 kilo,,-att...hours. The l\'letro-
politan 'V'ater District asked for about half that alnount of energy and the State
of Nevada asked for a third of it. The total of the applications 'was thus well
over three times the amount of power available.$

(2) Tentati've allocation.-The following is reprinted fronl the first
edition (p. 18):
The Secretary ,vas accordingly faced with the problem of allocat.ing the energy

available among the conflicting applicants.
The allocation af the energy was undertaken on tne premise that the Project

Act required t.hat the public interest be the governing factor, and that the first
requisite in protecting the public interest ,vas to provide adequate secut:ity for the
taxpayers' money. It ,,"as recognized that the absorption of this quantity of
power represented a serious problem a.nd that adequate security for the Govern-
ment required that the risk be spread among several agencies. It was recognized
also that it was desirable that as broad a· regional benefit be obtained from this
po,,·er as w'as consistent ,vith financial soundness. The dam would rest on the
border bet,,"een .-\rizona and Nevada, and it was desired to give them an oppor-
tunitr to use· its energy; but neither of them was in a position to make a firm
contract for use of any power "ithin its borders. The California applicants
included agencies serving cities, great rural areas, snd the l\fetropolitan " ...ater
District, w'hich proposed to construct an aqueduct from the Colorado River to
the Coastal Plain. It recognized that the ,,"ater needs of this area ""ere the
great motive force behind the financing of the dam.
On October 21 the Secretary announced a tentative allocation of po,,"er.

November 12, 1929, was set for hearings on protests to the pro-
posed allocation.6
(3) Hear/lng, lVo'vember 12-13, 1929.-All of tIle major parties in-

terest.ed in po,,,"'er except Arizona \vere represented at the llearillg
held by tIle Secretary of the Interior, No,"ember 12-13, 1929, in
Wasllingtoll. ...mzona declined to attend.
Durillg the hearing Secretary vV'ilbur announced three points of

policy. These concerlled (1) tIle desirability of spreading the benefits
of the project as ,videly as possible; (2) the limitations imposed b)r

5 For a tabulatioD of the applicat.ions, see appendix 32 to the first edition.
S The tent.ative allocation of October 21, 1929, appears as appendix 33 to the

first edition.
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the necessity for a· sound economic basis; and (3) the desirabilit:r of
having all parties contract \vith the Government rather than \\;th
each other.
At the close of the hearing, November 13, 1929, Secretary Wilbur

made the follo\ving statement: 7
I propose not to complete these contracts before the second '\veek in December

in the hope that '\lle can bring Arizona into the picture, and I assign each of you
and all of t.hose ·who represent you as agents to make this if possible a seven-
State compact.
It. ,,·ill be a most unfortunate thing in this great series of epochs' that the "iest

is necessarily to go through in the development of the w'ater, not to carry this
thing t.hrough upon a uniform program. This must go through 80 when the
Flaming Gorge and all the other projects come on, as they will, we can have a
united front against all of those who do not have the vision to see the necessity.
Do not in your particular thing that you are invol'\:ed in that your real
interest is in this country and its development, and that the "·estern part of the
United States must depend upon water and its controlled use for its further de-
velopment. \Ve must not lose this first battle since other,,·ise years must elapse
before we can do as we should in the maturing o! the necessar)· plans for the
"iest. The easy things have all been done. We are now facing the hard things
like this ,,·here "·e must all get together. I hope we may close this conference in
that spirit.

Active negotiation of the contracts was suspended until the latter
part of February, 1930 to afford an opportunity for further negotia-
tions among the lower-basin States.
(4) Negotiati.ons a.mong the States.-8ection 8 (b) of the Project Act

held out an invitation to the States of Arizona, California, and Nevada
"or any t,vo thereof" to enter into a· compact for division of the water
allocated to the lo\ver basin by the Colorado River compact and-
for the equitable division of the benefits, including power, arising from the use of
wat.er accruing to said States.
If such compacts should be negotiated and approved by the States
and by Congress prior to January 1, 1929, section 8 (b) stipulated that
the United States and its contractors "shall observe and be subject to"
such compa.ct; but if the States should approve the agreement or
Congress give its consent after January 1, 1929, it was provided-
that in the latter case such compact shall be subject to all the contracts, if any,
made by the Secratary of the Interior under section 5 hereof prior to the date of
such approval and consent by Congress.

7 Appendix 33-A, first. edition.
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'Vhile plans for construction of the dam went forward, the Depart-
ment made a series of efforts to bring the three States into accord.'
None of these attempts was successful.i
(5) Oonferences with congres8ional committees.-Following the break-

down of the final attempt at a lower-basin agreement, Secretary Wilbur
invited the nlembers of the House and Senate Committees on Irriga-
tion and Reclamation to a conference in his office, held February 15,
1930, to advise as to further course of action: whether to continue with
an effort to reach a settlement of water and power questions by com-
pact, or to abandon the effort and proceed by contract between the
Interior Department and the proposecl users.
The of opinion was that the Secretary should proceed at

once with the negotiation of the necessary contracts, so that appropria-
tions could be sought before adjournment of the current session of
Congress.

8 From February 14 to :\'Iarch 5, 1929, a formal conference of representatives of
the lower-basin States ""as held at Santa Fe, N. :\Jex." adjourned 6 to 8 at
.Albuquerque, N. :\'lex. Col. W..J. Donovan presided as representative of the
Federal Government. Representatives of the upper-basin States attended as
observers.
On .\pril 5 to 7. 1929, informal conferences bet,veen California and A.rizona

""ere held at Los A.ngeles. .
On :\'1ay 28 to June 16, 1929, the lo"oer-basin State commissioners met inform-

ally in ",.ashington.
On A.ugust 28, 1929, at Salt Lake City, representatives of Arizona,. California,

.Colorado, New :\lexico, Utah, and "'yoming met primarily on po\yer
matters.
On January 21, 1930, the lower-basin commissioners resumed formal conference

at Reno, Nev., under the chairmanship of Chairman W. J. Donovan. .At the
suggestion of the Secretary of the Interior, advisers were added by each State:
For .Arizona, Senator Carl Hayden; for Nevada., Senator Pittnlan and Thomas
Cole; for California, W. J. Carr.
On February 6 to 9, 1930, the commissioners met at Phoenix, having recessed

at Reno. They failed to agree.
Matters remained in this inconclusive state. Extended conferences were held

in 1933-34 and again in 1940, and once more in 1943-44 with reference to the
proposed Arizona contract. (See ch. IV.)

t For a summary of the negotiations bet\veen Arizona, California, and Nevada,
1929-30, see the testimony of Col. "Villiam J. Donovan, hearings on the second
deficiency appropriation bill for 1930 (46 Stat. 860), Senate, pp. 173-185. 192-193;
Congressional Record, 71st Cong., 2d sess., June 26, 1930, p. 12203 et seq.

Cindy Gray
Text Box
(4) Negotiati.ons a.mong the States
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(6) Negotiati.o'T/..s in the field.-KegotiatioDs anlollg tIle cOllfliet.ing
applicants, and among the lo,ver-basin States, lla,Ti!lg failed to
crystallize in an agreement, direct negotiations ,vitb the individual
po,ver applicants were initiated in Los Angeles in February 1930.10
On March 20, 1930, a·n agreement ,vas reached among the soutllern

California applicants in the form of a· recommendation to tIle Secre-
tary for tIle allocation of 64 'percent of the total firm energy \\rhich the
Secretary's ten ta.tive allocation of October llad bf' nlade
a,vailable to California. ll
The formulation of an acceptable formula, ,vhicll ,vould ('Ollllllit

California interests t.o pay for 100 percellt of the firm but
ena.ble the §ecretary to dra,," back 36 percent of it for use ill Arizolla
a.nd Nevada at any time during 50 years, proved to be Olle of tIle most
serious difficulties in the negotiations.
Agreement on all of these points was finally on April 25

1930, and embodied in general regulations, a lease, and energy con-
tracts, referred t.o below.12

c. Regulations and Contracts
(1) U Underwriting" contracts of 1930.-011 April 25 regulatiolls ,vere

promulgated, and on April 26 t,vo contracts executed thereunder,
satisfying the revenue requirements of the Boulder Cal1:ron Project
Act.. The first was a lease ·of po,ver privileges,t3 to '\Tllich tlle lJllited
States, tire city of Los Angeles (through its department of ,vater and
po,ver), and the Soutllem California Edison Co., Ltd., ,v'ere parties.
The second a contract for the purchase of electric ellergj'" t·o whicll
the United States and tIle 1Ietropolitan "rater District of Southern
California. were parties. 14
The general framework of these instruments esttl,blisllpd tile eity

and company as several, not joint, lessees of the po\ver plUllt, obli-
gated to generate at cost for certain other a.llottees, of \vhich tIle
!\1etropolitan Water District ,vas the major one. Allottees otller thall
the l\tIetropolitan Water District ,vere accorded by these reglliations
and contracts various time periods within to execute their
separate contracts "rith tIle United States for the purc}luse of
Vltimately, the Los Angeles Gas & -Electric Corp., tIle Soutllero

10 See first edIt.ion, pp. 20- 24. The under the direction of Secre-
tary and Commissioner of Reclamation Ehvood :\Iead, \-rere carried 011
for t.he Department by Nort.hcutt Ely, assistant to the Secretary, R. J. Coffey and
L. N. McClellan of the Bureau of Reclamat.ion, and Louis C. Hill, c41usulting
enJ1;ineer.

11 Appendixes 34 and 35, first edition.
12 .Appendixes 1-9, first edition.
13 Appendix 2, first edjtion.
14 Appendix 3, first edition.
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POWER CONTRACTS OF 1930 69
Sierras Po\ver Co. (no\v California Electric Po,ver Co.), the cities of
Pasadena, and Glendale and (considerably later) the Stutes
of Nevada and A.rizona entered into such contracts. Each of these
agreements ca.rried a uniform clause on allocation of energy, the
general effect being to obligate the California contractors for 100
percent of the firm energy, but requiring them to yield 36 percent
tllereof to .Arizona. nnd Nevada, under a "draw-back" provision which
elltitled those States to take blocks of power on specified notice and
to l"plinquish its use on like notice. The city and the Edison Co.
\vere required to lmdenvrite these State allotments in the sense that
they \vere reqllired to take all energy not contracted for by the
States. This allocation is illustrated by table 1, infra. .
(2) ('ulnplet'-ton 0./ other power contracts, 1931.-By November 16,

1931, the periods for execution of firm contracts (other than by
Ne\rada and ...\rizona) had expired, and contracts had been executed
ul1der \Y!lich tIle following became the fixed allocations, in terms of
percentages of 4,240,000,000 kilo,,·att-hours of firm energy annually:



'fABLE I.-Allocation oj lloouer Dam energy under. rcgullllions oj Apr. 25, 1930, as amended 10 Nov. 16, 1931 '-1o
Firm energy (4.240,nOO,Ooo kilowatt-hours (ler )'ear, diminishing 8,7nO,OOO kilowatt-hours per year)

Allolhac r.UIIIOlum which Unit.etl
Stotes IIlUst SUI)ply (per-
centage)

Allottee's olJlhmtlon if energy Is llvnll-
able

f\.laximum whleh nlay de-
wand under varlollsconc.litlolls (per-
centage)

SecondaryenerKY
(perrontuge)

18 - . ._1 None__ .. _.------ - 1

18. -----(1'0 -each-State ;or-I None. -... (Each- -lias-iiii -option-
use bl the State to take 81ld relinquish energy
only.) on specified notice.)

36 I 36 - - - _- - - __
(For J)UmPin g
Colora 0 Rl ver
water lnt.o and In
Its aqueduct.)

14.90504. 1 32.9054 _
(Its own minimum, plus 50
percent of unused State allo-
cation, 36 percent.)

::::

.,
t:'1

tI1oo

t:'>

None.

00.0054_ . 150 percent, subject t.o dis-
(Its own mlnlmulD, plus 50 trlct's ftrst call.
percent of unused State allo-
catlo'l, 36 percent plus of
unused district aJiocation, 36
percent.)

1.6183 I None.

22. 1NOlle.
(Its own allocation plus •
l>ercent not taken by the
other State prior to Apr. 25,
1950: the total for both States
not to exceed 36 percent.)

72 1 1First call on all secondary
(Its own minimum, plus energy.
first call on unused energy
allotted to States.) •

39.6. - --- ---- - --- -- -- ---- ---- - --. -- -·'-1 40 percent, sUhjoct. t.o (Jis
(Its own minimum, plus 40 first. cnl1.
IlCrccllt of uDuS('d Rtato
allocation, 36 perrent., plus
H of unused district ·alloca-
tion, :i6 (>en'l'ot).

22

1.6183 .. .:

1.8867 ., _

.5800. -. . _. _ _ I
21.6 ---------- . ._

(fts own lolnimuOl, Illus 40
peroont of unused St,al.e
nllOt'aUon, percent.)

1.8867 _

.5800 _

7.2 " _. _

l\1etrol'olitull 'Vater District. .. __ .

Arizona.
Nevadu ... _

Los Angeles _

Pasadena_ -. . I
nlendale.
Burhank. .. _

NouUwrn CnlHornia Erlison Co., Lt.d_

\, " "-.-/
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'J'olHL -- __ .------- __ . 1

.9 ... ._...
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1

-------------1-
100.00. 1

2.7 --
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The Stnte of Xeyuda tllereafter exercised its pri,·ilege
aIld COlltracted for various qua.ntities of energ:,,'" ,vitllill its IS-percent
allot,ment. 15 ..lrizona did not enter into u contract until 1945. and gayp
its first notice of of in 1948.
It will be noted tllat if these" dra\v-backs" should be fully exercised,

36 percent of the firm energy ,vould be taken by States, 55 percent
by other public agencies, and 9 percent by private po,ver companies.
References to subsequent alnendments appear in the Inargin. 16

D. Contpliance With Conditions Precedent to Appro-
priations

In June 1930, Secretary Wilbur reported to the congressional appro-
priations committees as follows, in support of a budget estimate of
$10,660,000: 17

THE SECRETARY OF THE INTERIOR,
fF'asbington, D. C., June 16, 1930.

The CHAIRMAN, COMMITTEE ON ApPROPRIATIONS,
r..inited Sla.tes Senate.

l\Iy DEAR l\IR. CHAIRMAN: Estimates for construction work on the dam and
incidental \vorks authorized by the Boulder Canyon Project Act (45 Stat. 1057)
for the fiscal year comlnencing July 1, 1930, have been submitted .to Congress
and referred to your committee. The amount asked is $10,660,000. I recom-
nlend the appropriation of that amount and will, if it is appropriated, direct the
early commencement of construction.

15 Power contracts ,,·ere made by the United States ,,'ith the Nevada Colorado
River Commission under the 1930 regulations as follo'w's (references are to symbol
numbers): 12R-6052, 6, 1936; 12R-6052, Supplement 1\1). 1, April 23, 1938;
I2R-6052, Supplement No.2, December 7, 1939; I2R-6052, Supplement No.3,
December 19, 1940; 12R-6392, .August 10,1936.

16 In 1938 the Department of 'Yater and Power of the City of Los Angeles
entered into a contract. ,,"ith the Secretary of the 1nt.erior (Hthirrl circuit" contract,
July 6, 1938), under which it agreed t·o construct a third transmission circuit,

to 390,000 kilo,'\'"stts the effective capacity of its Hoover Dam trans-
mission lines, and to t.ake stipulated quantities of secondary energy on \vhich the
regulations of 1930 gave it an option. In consideration of these undertakings,
the united States agreed (1) to maintain the existing rat.io bet,veen rates for
secondary energy and firm energy on any subsequent rate adjustruents: (2) to
extend the amortization period on generating equipment to the full period (50
years) of the cit.y's lease; (3) grant an absorption period ,,-ith respect t.o the allo-
c3:tion u1i),de originally to the Lo8 Angeles & Electric Corp., ,,'"hich the city
had acquired iIl the prc,perties of that con1pany.

t.he 'Vater of Southern California entered
into a contract ,,"ith the Cnlted Stat.es (July 13,1938), providing for the deferment
of the district's obhJl;ation to take energy in excess of its pUluping requirements,
but obligating it to pay interest upon the amounts deferrp,d.
The 1938 contract,s are o.nlitt,ed from this volume, as they "'''ere superseded by

the agreerrJents made under the Boulder Canyon Project .-\dj ust.lllent Act, infra,
".hich incorporated these provisions in modified fornl.

17 Appendix 42, first, edition.
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All conditions required by the Boulder Canyon Project ...-\ct to be performed
prior to appropriation for such construction have been fulfilled. There are four
such condition8, as follows:

(1) As required by section 4 (a) of the Boulder Canyon Project ....\.ct. :"iix of the
States of Arizona, Colorado, Nevada, New :\1exico, Utah, and Wyo-
ming, including the State of California, ratified the Colorado River compact,
ment.ioned in section 13 of the act, and consented to waive the of the
first paragraph of article XI of the compact, which makes the same binding and
obligatory only "Then approved by each of the seven States thereto,
and approved the compact without conditions, save that of such six-Sta.te approval.
Copies of the statutes of the six States of California, Colorado, Nevada, New

:\Iexico, Utah. and Wyoming, effecting such ratification are handed to this com-
mittee, herewith.
(2) As provided by section 4 (8) of the act, the President, by public proclama-

tion dated June 25, 1929, has declared the approval of the compact by six States.
including California.
True copy of the proclamation is handed the committee here\\·ith.
(3) .-\8 required by section 4 (a) of the act, the State of California, in the statute,

copy of which has been handed you, has agreed irrevocably and unconditionally
with the United States and for the benefit of the States of Arizona, Colorado,
Nevada, New Mexico, Utah, and Wyoming, that the aggregate annual con-
sumptive use of water of and from the Colorado River shall not exceed 4,400,000
acre-feet of the waters apportioned to the States hy paragraph A of
article III of the Colorado River compact, plus not more than one-half of any
excess or surplus waters unapportioned by the compact, such uses always to be
subject to the temlS of the compact.
(4) required by section 4 (b) of the Canyon Project Act, I have

made provision for revenues by contract in accordance with the provisions of the
act, adequate, in my judgment to insure payment of all expenses of operation and
Inaintenance of the dam and power plant incurred by the lJnited States, and the
repaynlent ,vithin 50 years from the date of the cOlnpletion of said \vorks of all
amounts advanced to the COlorado Ri\·er Dam fund under (b) of
section 2 of the Project .-\ct for such works, together with interest thereon made
reitllbursahle under that act.
These contracts are t,,-o in number: (1) A contract for lease of power privilege

executed severally by the city of Los Angeles and the Southern California Edison
Co. (Ltd.), and (2) a contract for electrical energy executed by the l\tletropolitan
"-ater District of Southern California. In addition, under authority of section
5 of the act, I ha\·e executed \yith the l\t!etropolitan Water District of Southern
California a contract for the delivery of \vater to be stored in the Boulder Canyon
Reservoir.
True copies of the two power contracts required by section 4 (b) of the act, and

of the contract for delivery of ,,·ater, are submitted to the committee herewith.
With part,icular reference to the power contracts, I wish to advise you that-

(a) The power contracts between the United States and the Metropolitan
"rater District of Southern California, the City of Los A.ngeles, and the
Southern California Edison Co. (Ltd.) are adequate in my judgment to insure
payment of all expenses of operation and maintenance of the dam and power
plant incurred by the ITnited States and the repayment ,,-ithin 50 years from
the date of the completion of said works of all amounts advanced to the
Colorado River Dam fund under subdivision (b) of section 2 of the Project
Act for such works, together with interest thereon reimbursable under that
act. This finding applies to the contracts both as originally drawn, and
anlended as suggested before the Hotise Comnlittee on
7'831--i8-1
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(b) The finding stated aboye is reported to you regardless of whether thp
Cit,y of Los or only its Department of "Vater Po,,'er, or both thf'
cit.y and the department, as separat c entities, are thereby obligated.
(c) The finding stated in paragraph (a) ,vould be reported to you

of whether or not the l\1et.ropolitau 'Yater District of Sout,hern Californin
was thereby obligated.

As required by Senate Joint Resolution 164, Seventieth Congress, appro\"ed
29,1928 (45 Stat. 1011), the Secretary of the Interior, '\\;th the sanction and

approval of the President, appointed a board of five eminent engineers and geolo-
gists, one of whom is an engineer officer of the Arlny on the ret.ired list, ,,"ho
examined the proposed site of the dam to be constructed under the Boulder
Canyon Project Act, revie,ved the plans and estimates made therefor advised t.he
Secretary as to matters affecting the safety, the economic and engineering feasi ..
bility, and adequacy of the proposed structure and incidental ,,"orks, and approved
the plans for construction to date. Plans are proceeding satisfact·orily, and con-
struction can start as soon as this appropriation is available.
Report of this board (commonly known as the Sibert board) ,,"as submitted to

the Secretary, November 24, 1928, and translnitted by him to the Speaker of the
House on December 1928. The Boulder Canyon Project. Act thereaft.er
law. A supplemental report of the hoa.rd "oras submitted to the. Secretary on
APlil 16, 1930.
Tru.e copiE*\ of bot.h report.s are handed to committee here,,·ith.
Annexed to this report, as a part of it, are t.,,·o memoranda on the follo,,·ing

subjects:
I. FinanciW operation of the project.
II. Analysis of the po,,"er contracts.

Submitted separat.ely are t,he follo\\;ng melDoranda:
Engineering:
1. Present stat·us of Boulder Dam designs.
2. Hydrology of Boulder Canyon Reservoir.
3. Basis of the rates for po\\-er.
4. on financial operation.

.
1. Opinion of the Attorney General on authority of the contractors and

minimUln obligat.ions of the contracts.
2. Opi.nion of the Attorney General on funds required by the act to be

repaid.
3. Opinion by the Solicitor of the Interior Department on 16 questions

involving construction of the act.
Econolnic:

1. Audit of the Los Angeles Bureau of Power and Light, 1929.
2. Annual Report of the Southern California Edison Co., 1929.,rery truly yOUTS,

RAY LYMAN \VILBUR.

(For enelosure see appendixes 43 and 44 to the first edition.)
stlpplemental report, June 17, 1930, gave the follo\ving back-

ground: 18

18 Appendix 45, firslJ edition.

)
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THE SECRETARY OF THE INrrERIOR,
lVash.ington, D. C., Ju.ne 17, 1980.

The CHAIRMAN, COMMITTEE
{Jnited Se1Late.

:\Iy DEAR MR. CHAIRMAN: Supp[enlenting my formal report to your COllllllirtee.
and w'ith reference t.o the Boulder Dam power contracts, I ",'ould suggest t.hat
analysis of these cont,racts \vill be assist·ed by keeping certain points in mind which
w'ere made objectives in drafting instruments.
1. .A wide regional benefit fronl this ,ya,s desired and obtaiued: 18 pet·cent.

is z'\llocated to .:\..rizona; 18 percent to Xevada; 36 percent to the :\IetrofJolitall
\V'e.ter District of Southern Californi3 for pumping a domestic \\'ater suppl¥ fronl
the Colorndo; 13 percent to Los Angeles; 6 percent. to 11 51Ilaller cities; in aU, 91
percen t of the firm energy to 15 public agencies, to be gellerated b)-p machinery
leased and operated by the Cit.)" of Los The remaining 9 percent \vas
allocated to four public utilities ,vho alone can 8erve the great agricultural back
country.
2. This wide distribution ,,"as not ho,,·e,·er, if the States of A,ri.zona and

"-ere required to firmly obligate themsel,·es no,,· for pou·er w'hich they'
cannot yet use. The same "·as true to a lesser extent of the 11 sluallcr cities. Yet
the act requires firm contracts in advance of appropriations, adequate to return
the Government's investment. It ,,·a8 found that sale of 34 of the firul
energy ,,"ould accomplish this. Two applicants had sufficient resources t\lld mar-
ket t·o be able to guarantee to take that amonnt of po,ver, ,vhich is in excess of
t.wo-thirds of the entire present southern California consumption. These ",vere
the City of Los A.ngeles and the Southern California Edi8011 C\J. But to allot
64 percent to these t,,·o agencies "·ould haye nleant a of the regiollal
spread of this po\ver. The problem was solved by requiring r.he city to under-
write purchase of 37 percent and the company 27 perceut of r he firm power, of
,,'hich these two only acquired title re8peetively to 13 and 9 percent; the balanc{A
of the 64 percent. being 3t'·ailable to t.hem only until the States of and

and the smaller lnight need it. The
were allo,,"ed 1 year ,,·it.hin which to contract for t,heir 0 percent, and the two
Stat-es the entire 50-year period of amortizat.ion wit hin which to contract for t.heir
36 percE'nt. ....\nd this State power may be taken and taken again
and relinquished on notice, as the cycielil of Ininiug or otht'r developnlellt in
the!"le r."ro States mar require; their ,,·ill be ll,9,,·ailable for t.helli
for the entire 50 years, ,,·ithout any firm obligation to take it. arr3rugemellt
"·as only Inade possible by the of the and the company to
facilitate t.he building of the danl as a of the ,,·nter problem of the Coastal
Plair-.
Solution of t.he ,ys,tt..r problem is undertaken \,·ith the halnnce of the pO\n:.1r,

36 percent, ","hich is allocated to the :\ierropolitan \V'ater DistriCT. a municipal
curpurat.iuu cOlnprising 11 cities with an 38sessed \"aluatioll of $2,300,000,000,
\\-hich has firluly eont·racted for this 36 percent and use it to plUUp Colorado
River \\"ater through an aqueduct. It 3,lso allorted all the po\'·er
{surplu:.; po,ver fluctuating ,vith "ret and dry' But as district.
althoug:h capable of making this firnl cont raet has not yet uurlertnken to
its aqueduct and indeed could not he expeeted to do :0;0 until it "·:}·5 of n
pO'YPf and "'-n.ter hy contrart the r"niterl 3ft. perrpnt "..
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not considered in our estiInates of the minimu111 assured return to the GOYerl!lUellt
of the 'Cnited St3.tes. .As preYiously stated, it 'was found that '\yithout t 36
percent and any revenues from the Rale of secondary po'\ver or the sale
of stored ,vater, ,yere still assured of all the reyenues required by the act.
Nevertheless, revenues under the district's po,yer contract and from secondary
energy and stored ,,-af.er 'will provide a large surplus ayailable for payment to the
St.ates of .Arizona and and to the Colorado Riyer Daln fund.
.Allocation of the California po,yer alnong the city of Los Angeles. the 11 slnaller

cities, the 'Yater District, and the four utilities, exactly
t,,-o agreelnents among them ,,-hich submitted to the Secretary of the In-
terior. Faced by a common problenl ,Yhose solution required the marketing
over an oil and gas field of po\ver generated 250 miles a""ay, in sufficient quantity
to make the building of Boulder Dam possible, these various elenlents-large
cities, small cities, public utilities, municipal po,,-er systems, ,vater supply organi-
zations-have resolved their po"-er problem in a 'yay \vhich appeared to thenl
to best afford a basis for solution of the don1inant ,yater question.
Copies of t hese agreements are enclosed, and in addition, a letter to me

froln the chairlnan of the board of the Southern California Edison Co., all of
,,·hich ,,-ill indicate the background of cooperation on ""'bicb the financial structure
of these contracts is based.

Very. truly yours,
RAY LYMAN

(For enclosures see a.ppendixes 34, 35, and 36 to the fu:st edition.)

E. Contest Jf?itlt Arizona Over the First Appropriation
The is quoted from the first edition (p. 26):
The State of ...rizona appeared in opposition to the appropriation, although the

contracts 18 percent of firm energy for that State to be taken by it any
tinle ,,-ithiu 50 and also provided surplus revenue5 "-ere estinlated
to yield that State under proYisions of the project act bet,yeen $22,000,000 and
$31,000,000 during the life of the contracts. .At the hearings the opposition
cent.ered upon the contracting capacity of Los Angeles and phraseology of certain
clauses of the contracts. \Yhile testimony ,vas presented on behalf not only of
the Department but of each of the contractors refuting the Arizona position, it
,vas decided, in view· of the brief time remaining before adjournnlent of Congress,
and the possibility of a filibuster, to eliminate the .Arizona objections by anlend-
Inent of the contracts. The amendments w·ere signed on 28 and 31, 1930,
and effected no change in the tenor of the instruments. The contract.s ,,"ere there-
upon submit.ted to the .Att.orney General for opinion. lIe reported t.hat '"all the
requirenlents of section 4 (b) of the Boulder Canyon Project .Act ,,-hich are made
conditions precedent to the appropriation of money, the nlakillg of contracts,
and the commencement of "-ork for the construction of a dam and po,,,er plant
in Boulder Canyon haye been fully met and periornled by the Secretary of the
Interior in securing the contracts referred to in his letter." A.s the city and com-
pany contracts \vere found a.dequate, the objections made to the l\letropolitan
contract, principally the lack of funds to build an aqueduct, were not passed
upon, but: "Even if the aqueduct financing ,,,,ere construed as being a prerequisite,
t.he Secretary's reservation of energy for the district is his authorit.y under
the Recond paragraph of section 5 (c) of the act." 19

19 Opinion of the .Attorney General, June 9, 1930 (36 Ops.• Gen. 270).

)
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\

Later the State of A.rizona filed its objections w'ith t.he Comptroller General,
and he concurred w'ith the Attorney Genera1.20

The full appropriation \vas approved by both Houses, not,vitli-
st.nnding .Arizona's opposition.21
On October 13, 1930,3 days after the Comptroller General's opinion,

.A..rizona filed an origiIlul action in the United States Supreme Court
against the Secretary of the Interior und tIle six States of tIle basin
to enjoin construction of the dam, and praying that the compact and
the project act be declared unconst.itutional. TIle decision d.ismissing
the bill is discussed ill chapter XIII (",.\.,) and the opinion (283 U. S.
448 (1931)) is printed as appendi"\: 1301.

20 Opinion of the COID.ptroller General, October 10, 1930 (Decision A,-32702).
21 Second Deficiency Act, fiscal year 1930 (46 Stat. 860, 878). For a full state..

ment of the efforts made by Secretary \Vilbur to protect the position of Arizona
in the negot.iation of the power contracts, notwithstanding Arizona's refuS3.1 to
participate, see letter of Secretary Wilbur to Governor Phillips of Arizona, May
14, 1939 (9.ppendix 46, first edition). This letter, and Gov'ernor Phillips' repiy,
appc"'s.r The Congres:;;ional Record 12225-12228, June. 26, 1928.


