
Chapter IX

Hoo,rER DAl\I POWER CONTRACTS l\IADE UNDER
THE BOI.JLDER PROJECT ADJUSTMENT
ACT

A. Reguiatiol1S of Ma)1' 20, 1941 (Appen.dix 901)
On July 27, 1940, Secretar:y Ickes designated R. ,,\7. L. Wright

as his representative to hold hearings in preparation for the
pronlulgation of regulations and tIle determination of charges.
Lelaond Olds, Chairmfl.ll of tIle Federal Po,ver Commission, a,nd Dr.
"\v. F. Durand, of Sta.nford lTniversity, were designated to a,ct as
advisers.
Hearings ,vere lmdClr that authorization from oA.ugust 12,

to December 6 of tIlut yenr. Wright submitted his recom.nlenda-
tions on FebruarJ· 19, 1941, and they ,vere approved and l"l.'gulations
promulgated on 20, 1941.
Belo,vare summarized tIle more important features of these regula-

tions:
Operat1'on and 1naintena,11.ce.-Tlle United States reserved operatioll

alld Inaintenance. of the dam and appurtellant ,,·orks, bllt provid0cl
for operntion of tIle gellera.ting nlaellinery and equiplnellt t.hp
of I.Jos Allgeles fi,nd thp Southern Ca.Iifor'aia Edison Co. undei' all

C011trtl.ct (urt, 2),
Finn alld secondary ell,ergy.-Firnl ellergy ,,,,as defulPd as 4,330,-

000 ,000 kilo\vatt-hollrs (beillg tile 4,240,000 ,000 definpd
by tIle regulations of ....<\pril 25, 1930, plus 90,000,000 additioIlal made
av'ailable by an i'ncrease. in the lleight of the dam, and allocated to the
city of Los Allgeles by tIle supplenlental regulations of Kovember 16,
1931). TIle same annual diminution (8,760,000 kilowatt-hours per
ypar) ,,·as stipulated in the regulations as in the old.
en(lrgy ,,"s,s defLY}ed to be all electrical energJ1' available in nn:r yenr
of. operation in exepss of tIle amoUllt of firln ene.rgy; but for the pur-
pose of computing energy' rates, it ,,·as assumed that 40,000,000,000
kilo\vatt-hours of seeOIldar)· energy ,,·ould be available in the 50-yea.r
period ending 31, 198i (art. 3) .
.illiocation o.l energy.-Enprgy '\\1"RS allocated Ul the same proportions

as tUlder tlu.l regulo.t,ions of Kovember 16, 1931, but by virtue of thp
increase of tIle base from 4,240,000,000 to 4,330,000,000 kilo,vatt-
hours (art. 4) the perc{lntages were necessarily restated to afford to

92

)



(.

.....

POWER CONTRACTS UNDER ACT 93

eacll allottee the same nwnber of kilowatt-hours. Substantially the
same provisions" relating to allocations to the Sta.tes, disposition of
unused energy, etc., ,vere provided for as under tlle origulal regula-
tions, the sclledules relating to the States' witlldrawal and relinquish-
ment of energy being restated somewhat. During the 10-year period
intervening since promulgation of the regulations of 1931, the City
of Los A.\.ngeles hada acqtlired the properties of tile Los Angeles Gas &
Electric Corp. and it.s revised allocation reflected tllut change.
The table (p. 94) sho\vs the comInitments and entitlements of

the various allottees.
Compo'nenis o.f chargetfl.-The 1941 regulations, 1i1\:e those under the

origina.I Project ... separated the charges into t,vo components:
(a) energy charge whieh ,vas primarily to the investment
in the dam, and (b). a generating clutrge primarily related to the
investment in the po,ver plant machinery (art. V).

of energy rates.-T'le basis of energy rates stated by a.rticle VI
of the regulations conforms to the elements of section 1 of the Adjust-
ment Act, spelled out in somewhat more detail with respect to annuities
for replacements, etc., and with the necessary provisions to exclude
from this calculation the annuities relating to the ma-
crinery (art. VI).
Unijormi.ty oj energy rates.-...-\rticle VII stipulated that the rates for

firm energy should be uniform for all allottees and the rate" for
secondary energy uniform for all users of that class of ellergy (art.
VII).
Relationshil) between rates jor firm and seCOn([aMj e1l.erfl1j.-These

regulations carried forward a stipulation originating in the City of Los
..Angeles "third-circuit contract" dated 6, 1938, establishing a
permanent ratio between the rates for firm energy and iecondary
energy (art. VIII).
Firm energy rate.-8ubject to minor revision nnd J.djustment as

provided for below, a rate for firm energy 1.163 mills per kilowatt-Ilour
tvas established for the period June 1, 1937, to 1987 (art. IX).
Secondary energy ra.te.-Subject to similar provisions for a readjust-

ment, a rate for secondary energy of 0.34 mill per kilowatt-hour ,vas
established for the period of June 1,1937, to 31,1987, and it ""as

that energy taken by any allottee in excess of its obligation
for firm energy should be cllarged for at the secondary rate (art. X).
Credits jor allottees not tak?··ng the'ir full firm energy obligatio1l.8.-

...-\.rticle XI provided that if any allottee should take less than its obli-
gation but another allottee should take more, the excess revenues paid
by the latter should be credited at the secondary energy rate against
the obligation of tIle former.
Credits to adjust pay·m.e1lt.f;j occas'1:o'ned by energy rate reduct·ion.-

Provision ,,"as made for retroacti\"e adjustment to June 1, 1937, to
place tIle modified rates in effect for tIle amortizatioll period (art. XII).



TABI.E 2.-..t'lloc",ioll of 110000,. Daln ene"gy alltier rcgltlaliOIlS oj l\ltly 20, 1941 co

f'irll1 onergy kilowatt-hours p('r yenr, diminishing ...,OOO ldluwaU-hours per y..'ur)

l\Jinimnm which Unfl.('d
Stat('s must supply (per·
cclltar.e)

AJlOUl'{"S nhlil!:aUon If is avail-
ablc'

l\.faxtmulU which aHoUpt} may de-
mand undnr varimlN eOlldit ions (pl'r-
ccnt.ngn)

HC'l:ondn.rr PW'I':!Y

17.6?.u9 -_.- ---- ---- INUllO
(';o-eacil s-inte-;or- NOllo. - - (Each-Siate-has-iiie--oi.iioli-

In the State '.0 take and rclin(IUlsh energy
on specified notice,)

Ii (K'rccnt, subject. t... ,lis-
t.rid's "rst call.

First cull on nil
onrrRY·

55 \K'rCt'lI t., SIIhjc'ct. to cI is-
"rlet, 'e; first

..;

t:1
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,4

M
tt>-
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H

Nom'.
Nonf'.
Nonn.
40 l.ere-mt" Nllhject I.u .lis-
triel's fir:st

::: ::::::= ==: : :=:= : ::I
(To each State its own allo-
cation plus 3-')169 percent not
taken hy the other Atate
prior to Apr. 28, JO,'>O: the
total lor both States not to
CX(''Cf'd 35.2518 perccnt..)

70.0035 1 ._- .. _-------
(Its own mlnltDlun, pltls first
call on unused f'lwrgy allot-
ted to States.)

36.9439 .__________________ __.. _
(Its own minimum, plus 55
lX'rccnt of Ilous('d allo-
mtion, 35.2518 perccnt.)I.M47 • __

1.8475. ... . __
•5773 _

21.1fiI0 _
(Us own mlulmunl, plus 40
(lercent or unnsc<l State 0110-
ention, 35.2518 percent).2.6439_ . _
(Its own minimum, pins 5
percent or unused St.ate allo-
cation, 35.2518 IX'roont.)

an.D·nu. . . _
(Its own IDlnlnuun, plu8 56

of unused Atato allo-
(:atlon 36.2518 pcrC('nt.)1.5847__ . .. _

J.St7:i _
.5773 • •

21.1510 . _
(Its own tnlnhnuDI, plus 40
pcrCt'nt of unused Staf-c allo-
cation, 35.2518 percent.)2.M39 . ._
(Its own minimum, plus Ii
J.ercent of unused St.ate allo-
cation, 35,2518 percent,)

35.2517. _------ --- .. . 1

__

.. _. __ . . _
1.8475 .. _
.5773 . .
7.01lO.1 ._ ... _

17.Mr)'f

35.2:')17..• __ . _. _
(For pUml)lng Col-
orado
into nnd in its aq-
ueduct)

,.\ nJ!t\les

.\rbona_ .. . __ . ---- --I
.. _

l\f.· •.rOI)oJitnn "'ul,cr Dis'rit·t ..

J)asnd('IU\ .__ .
(JlclI<luhL _
lIurhauk_ ._. _. . -

Cldlr.trniR 00., T/tt-L

f;Jf','t,ric Power Co. (for-
roe.rly No'...'-" -California Electric
Corp.• Ilrevioll:;;ly Hif'rrn..e;

Co.).
-------------.--- •

Total . _. _. , 100.00 .. .. _, lfJO.OO ... . .. . __ . 1 .. • __ ' • • • __ •• - ... __ loo.no.

I Th(' di.. rid Bisn ha.c;; first. ('1111 on Orm annUm) t,o hut. t.y dt y of Ang('lc\s ntu) UlO hilt snch cllcnu- is ull undor nrm eon'rac'l, to t.lH' allnl,lf'f's
IIHIH('fl.
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Pay1nents to States and to Colorado developmentjund.-
,vere established for the transfers to Arizona, Nevada, and

the de'\""elopnlent fund of tIle amounts provided for in tIle .A.rljustment
..:let (art. XIII) .

..4dju8t1nerd 0.1 energy was Inude for three types of
utljustmellts: (1) sonle on a periodic 5-year basis, primarily to reflect
differences bet\\'"een the f'st.imated qnantities of firm and sec.ondary
pnergy OIl the rates ,,"pre enlcnlaterl, ftlld tIle quantities f),ctl1ally
available; (2) annual adjustments to reflect variatiollS esti-
Inated costs of operatioll, maintellance, and replacem.ents and actllal
costs as ,v'pII as to reflect additional investments not taken into account
in previous (3) t\n ndjust,ment at the elld of the amortiza-
tion period ,Jllne 1. 1987. to Ref'omplisll the regult that tb(l revenues
during that period sllould be "sufficient but not more than sufficient"
to provid.e the amounts requirpd hy the regulatiolls (art. XIV).
'Vith respect t.o the first category, the aSsllmption WD,S m.ade that.

(luring 50-year amortization period a total of 205,769,000,000
kilo\vatt-llours of firm ellergy '\vould be available, and· provision wn,s
made for adjustnlent if the firm energy actually available should be
short as much as 30 percent in any l-year or 25 p·ercent in any
period, or 3 percent short of tIle total assumed for the 50-year period.
Details were spelled out ,vith respect to these calculations.
In like m.anner it ,vas assuDled that during the 50-year period a total

of kilo,,"'att-hours of secondary would bp
tUld provision was made for adjustment in the event, the

quantit.y actually used should vary from that
'Vith respect to the second of t.he L e.. those

Inude on an annual provision ""'as made for het.lrings on tht'
Seeretary's Rlillual estimntes.
•-\.s to tIle prior to June 1, 1937. a nnlortization

period of 50 years. ending 31, 1987, was stipulated: as to
ments subsequeIlt to ,June 1, 1937, 3, 50-ypo.r peried

1 following the year of in ,vhirll tIle f1.1nds ,,"ere ad-
vanced; alld in the eyent of a deficiency in revenues for firm enet'g,

by o.ct of God, major catastrophe, etc., it ,vas provided
that- such deficiency should not be reflecte(l in any ndjtlstment. of t.Ile
(\nergy but only in the am.ount to l)e amortized within the
period 31, 1987 (art.
It ",-ill be noted tllat nIl of the foregoing relate'S cha.rges,

tlnd not to genern.til1g charges, which are treatpd separately in arti-
ele X':I.
Division of ge·nera.ting and equipment.-These

(art. XVI) continued the policy established by those of 1930, in
gating t.he main generating facilities, t.ransforming and switching
facilities, etc., into groups to be operated sepnrntely hy the Depart-
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111ent of Water and Po,\ver of the City of Los i\ngeles, and the SoutIlern
Cali.fornia Edison Co. "llereas the original regulations of 1930 hnd
beel1 ,vritten in adva.nce of const.ruction of the' po'\ver plant, those of
1941 "yere pronlulgated after tIle equipment ,\va.s illstal1ed, alld
hellce designated in detail tIle elenlents to be included in tIle various
groups. The assignment of fa.cilities, and respoIlsibility for Rlnortizing
investments or v"'a.rious sections thereof, ,,"'ere spelled out in subsequent.
·articles.

..4djust1nent o.f generating charges.-The operating agents are re-
quired to furnish as of l\la:y 1 eacl1 year their estinlates of the costs of
operation and maintenance for the coming year of operation.
1fonthly bills for generating charges are rendered by the United States
t.o the various allottees, based on those estin1ates (art.. XIX).
Under these regulatiollS, the Secretary has entered into tIle eon-

tracts summarized in the follo'\'ing pages.

B. Agency Contract (Appendix 902)
The agency contract of 1.fay 29, 1941, bet'\veen the lTnited States,

the Department of Water and Power of the City of Los Angeles, a.nd
the Southern California Edison Co., Ltd., effectuates those portions
of the regulations which provide for substitution of n·n a.gency con-
tract for the outstanding lease bet\veen the sa·me parties. In general,
it terminates the lease (a.rt. 14), designates the city and the Edison
Co. severally as operating agents, the first with respect t<> the equip-
ment serving the public a.gencies and the latter \vith respect to equip-
nlent serving the privately owned utilities (art. 15); fixes °a term end-
ing 31, 1987, for the agency contract (art. 15 (d)); specifies tIle
properties to be operated by each agent (art. 16); specifies the duties,
powers, s.na rights of each operating agent (art. 17); specifies the
powers and duties of the power-plant director to be appointed by the
Secretary (art. 18); and provides for metering and keeping of re.cords,
etc. (art. 19). The foregoing provisions parallel, more or less, conl-
parable provisions in the preexisting lease.
•t\rticle. 20 contains a new provision relating to integration of

operations, its general effect being to recognize the statutory direc-
tions of the Project Act '\vith respect to operation of the reservoir
hut, subject t.hereto, to grant to eaell operating agent the assurance
that-
the operation of Bou}r!er po,ver pla.nt be reasolrably integ.rated "'ith
operation of other projects oil the Colorado l:iver owned and operated by the
llited States at "'hieh po"rer is or nlay be. developed.. ann ,,-ith the operations

by the op{'rating of their respectivp. systenls. including their other sources
of electrical flnergy .

.. integrating committee is provided fOf, representillg tIle operating
agents and tIle Secretary, to set up anllually a progranl for int.egra-
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tion of operations of the Boulder Canyon plant, other plants on the
river, and the plants of the respective agents. Arbitration is pro-
vided for in the event of disputes over integration of· operations
(art. 20 (b) (ii) , (iv)).
Other provisions of the contract preserve the Secretary's right of

inspection and access (art. 21), require the operating agents to gen-
erate energy in accordance with the energy contracts ,vhich the Secre-
tary reserves the right to enter into with each of the allottees (urt. 22)
and provide for compensation to the operating agents for their costs,
etc. (art. 23).

24, captionecl "Remedies for breach of contract," effec-
tuates the interesting provisions of section 9 of the Act.
TIle act therein prov'ided, in effect, that in consideration of the termi-
nation of the lease the Secretary ,vas authorized to agrre (a,) that
the lessees be named as operating agents, (b) tllat such.agency contract
sllould not be revocable or terlninable except by COllsent or in ucc'ord-
ance ,vith provisions for default specified in the contract, (c) that
suits or proceedings to restrain the termination of allY such agency
contract or for other ttppropriate equitable remedies might be main-
tained against the Secretary. Jurisdiction was conferred upon the
District Court· of the District of Columbia. The Secretary \vq,s
authorized to act for the United States in arbitration
.\rticle 24 of the contract, coupled with article 27, spt:llis out procedure.
TIle remaining articles of the contract comprise clauses ,vhich have

become more or less standard in Hoover Dam contracts.
..-\.nnexed to the agency contract are exllibit :\. (specifications of

properties of the "L·nited States to be operatecl, mnultaiIled, and
replaced by the City of Los ... and exhibit B (specifications of
properties of tIle LnitEA(l States to be operated, maintuined, and
rf'placed by tile Soutilern California Edison Co., Ltd.). Tllis contract
also carries as exhibit 2 tIle full text of tIle general rl'gulations dated
:'tIay 20, 1941, printed herein as appendix 901.

c. TIle Energy Contracts
Xine energy contracts have been entered intn ,vitil the allottees of

energy named in tIle general regulations of 20, 1941. These
collectively dispose of all firm and secondary energy to be generated
at Hooyer Dam during the period June 1, 1937, to 31, 1987.
Each contract has annexed to it, as exhibits:

(1) The agency contract (printed herein as appendL"{ 902), to-
gether with exhibits and B of that contract.
(2) The general regtl1ations of 20, 1941 (printed herein

as 901).
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The contracts are ta.bulat.ed belo\V':

TABLE 3.-Hoover Dam en"!,Y contracts in jorce 1948
I

Allottet' I

!
.' Date

Printed
herein as
appendix
No.

iNe'·ada ._. •__ •• __ • •. •• ._,
.'\ rl :ona • ••• __ •• • •__ •• . _

Puhlic ..!vletropolitan 'Vater District . • • ._. • __ •• i
Pasadena•. _•••• _. __ ._•• _. •• _. __ ._._ •••• __ • __ ••• ._ .. :
Burballk ._ . __ • . _••_. • •__ •• _. . ;
Glendale_ .•_._._. • __ • a •• ._ • •• __ •••••• :

Los .. •••••• -- ••------------.-- • • ._ •• _._. ._ i
Companies: I

Edison Co_ •• --------------.----••----.1Cahfom18 ElectrIc Power Co•• •• •• !

Ilr-I338 29. 1941
llr-1455 :\0,. 21.1945

Ilr-133fi : :\18)" '29,1941Ilr-1337 .• do _
i- _. __do__•• •

llr-1340 :._. __ do _
llr-1334 i----.do.--.---.
llr-1335 j do. •
Ilr-1341 I--.-.do----••••

90.1
904

90fi
907
908
009

910
911

o..f the energy contracts.-In general, the energy contracts,
\v'hich are uniform in character, subject all operations to tIle regula-
tiOllS and to the terms of the agency contract (art. 8); provide for the
delivery of energy to the contractor in a.ccordance with the allocation·
stated in the regulations (art. 9); obligate the United States to deliver
,\\yater for the of energy allocated (art. 10); provide for
measurement of energy (art. 11); provide for the payment of energy
rates and generating charges stipulated in the regulat,ions (art. 12);
provide for billing and payment (art. 13); stipulate minimum annual
payments, representing the quantity of allocated energy multiplied
by t.he rate ill effect at the time (art. 14); make the contract contin-
gent on the final effectiveness of the Adjustment Act in turn,
required tIle execution of contracts representing 90 percent of t.he
firm before the act should be fully effective (a.rt. 15); stipulate a
period ending 31,1987, as the duration of the contract (art. 16);
stipulate that no energy shall be delivered \\rithout payment (art.
17) ;'provide for termination in the event of default (art. 18); preserve
the Secretary's riglltS of access to the contractors.' books and records
(art. 19); grant the use of public and reserved lands to the United
States for transmission lines (art. 20); reserve to each allottee the
right to the benefit of R.ny modification, extension, or waiver granted
any other allottee (art. 21); provide for arbitration of disputes
and disagreements (art. 22); and contain tIle other standard clauses
of the type Wl1icll 11s.ve appeared in all the Boulder Canyon power
contracts re priorities of claims (art. 23), title (ort. 24), ,vaiver (nrt.
25), transfer of interests in contracts (n.rt. 26), notices (art. 27), con-
tingellC-)?' on appropria.tiol1s (art. 28), of Congress clause
(art. 29).
The 1941 contracts, it ,viiI be observed, follo"r closely the provisions

of those made under the regulations of 1930.

)
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N'evada and ",\rizonil" by entering into the contracts referretl to
above, did llot conunit themselves to take specific quantities of energy,
but merely formalized the options accorded them by the regulations,
under which they may take and relinquish energy on specified notice
from time to tinle. Each State has exercised its option as to specified
blocks on various occasions, but as this is written no energy lIas as
yet been actually taken by .A.rizona thereunder.

D. Proclamation of Effectiveness of the Act (4ppendix
802)

On 29, 1941, Secretary of the Interior IIarolcl L. Icltes issued
t.he finding reql.lired by section 10 of the Adjustment Act that pro-
vision had been made for tIle termination of the lease and for the
operation thereof by as authorized in section 9 of the act; that
the allottees obligated under contracts in force on the date of the
Adjustment ",\ct to pay for at least 90 percent of the firm energy had
entered int.o contracts under the new act; and announcing the
...-\.djustment .\.ct to be in full force and effect.

E. Wartime Contracts
The interesting ,vartime contracts under \vhich Hoover Dam con-

tributed spectacularly to the prosecution of the war are necessarily
omitted because of their transitory character and the space reqtlired.
One group of these agreements, relating to the furnishing of power
for Basic 1'Iagnesium plant at Henderson, had a permanent
effect on the contract stl·ucture, because it involved the installation
of an additional generating unit, -7, and the disposition of unused

'Vater District energy, leading into a group of contracts
made in 1945 and 1947, also relating to unllsed district energy, and

this unit. These latter arc referred to belo\v.

F. 1945 Resale an.d Related Contracts; 1947 Amend-
ments

Demand for energy in soutllern California llaving continued at a
high level, the termination of the war, the
polit-an Water District, tIle Department of Water and Power of the
City of Los ... tIle Soutllern California Edison Co., the Cali-
fornia Electric Po\ver Co., and the Defense Plant Corporation entered
into the "1945 resale contract" (appendix 912), and tIle California
entities entered into a collateral contract, relating to generating
equipment.
Lnder these agreeillents as amended in 1947 by the four-party 1947

. Parker-unit contract (appendix 1206), the net result is to dispose of
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all unus(ld District firln for the ba.lanee of the amortization
period ending 31, 1987. Such unused po,ver is tal\:en the
City, 55 percent; Southern Califorllia Edison Co., 40 percellt; a,nd
Californin. Electric Co., 5 percent, subject to the gradually'
illcrensing load requiremellts of t.}le. District. Proyision is Inade for
the possibility that tIle District's use. exceed the rate of gro,,-th
assumpd, in ,vhicll event the District is cllarged ,vith the cost of sub-
stitute energJ'r, ullder a stated formula.
The collateral agreenlellt, 31, 1945, pro\-ides for coopera-

tive use of generating equipnlent so that, in general, tile
of tIle' generating equipment assigned to the District undpr tIle
regula,tions (appendix 901), the agencJ'r contract (appelldix 902), and
the District's energy contrnct (appendL'X 905), but not from time to
time r(\quired for the District's service, may be used for the benefit
of certain other purchasers of energy. An agreeL'1ent bet,veen th(l
District and the Edison Co., 31, 1945, provides for use of trullS-
mission facilities resulting fronl these renrrangenlents.
By tIle 1947 Parker-1.1nit COlltrnct (nppendix 1206) tile

District ·undertook to exercise its right to hav"e tIle use of Wlits 3 and 4
at Parl\".er plant transferred to its service imn1ediately" after
December 13, 1952, ,,"llich it had the right but not t.he obligation to
do under its basic Parker Dnm contracts ,,"ith the "Gnited States
(appendixes 1201, 1203, 1204), a.nd thereafter to ·use Parl{er energy
for tile serViCl\ of the aqueduct, in preference to using energy from
Hoove.r Dam. Tllis resliits in making more energy to the
purchasers of District UTIlISed at Hoover Daln, and ha,s the
same financial effect on tIle District as though its share of Parker
energy ha,d been sold at tIle rate for firm energy at Hoover Dam.

... this point, llaving tra.ced the developnlent of the Hoover Da.m
po,ver contracts from their beginning in 1930 to date, ,ve revert to
the activities under tIle project a,ct dealjng'\\rith water contracts, ,,·hicll
also took form first in 1930.
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