
Chapter VIII

BOlTLDER CANYON PROJECT .4DJUSTl\fENT ..4.CT

A. BackgroUJld
The. BOlllder Canyon Project .. _-\.ct 1 Inodified and

without specific amendment, provisions of the Boulder
Canyon Project Act relating to fixed cllarges, determina.t.ion of
A.nd disposition of revenues.
The act came into existence as t,he result of events intervening

betweell tIle execution of the power contracts of 1930, and tIle first
of energy by the Government thereunder, in 193i.

This background is stat.ed in the Senate report on the bill whiell
became the .A.djustment Act,2 as follows:
Construction of Boulder Dam was init.iated ill 1930; the first unit of the po\ver

plants into service OD June 1, 1937, and t.he 50-year period by the
power contracts began to run on that date.
During t,he 7-year interval between execution and initial operation of thel'5c

contracts, however, several factors had developed which emphasized the excessive
costs ,,·hich were reflected in the power rates set in 1930. The competitive value
of Boulder Dam energy bad fallen, in consequence of iDlprovementF in the' art of

1 .Act of July 19, 1940 (54 Stat. 774) (appendix 801 herein).
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generating po,ver by steam, decreases in the cost of fuel and in the capital costs
of steam plants, and for other reasons. The United States had constructed the
Tennessee Valley .-\.uthority and Bonneville projects and had initiated other
projects, such as Fort Peck, on a. rate basis which abandoned the cOlnp.etitive
rate basis in force at Boulder Danl in favor of a rate fixed by the 3.Inount needed
to amortize such part of the investment as allocable to power, plus costs of
operation, n\aintenance, etc. This policy ,vas made general, as to
reclalnatiou project8, by the Reclalllatioll Project .-\.ct of 1939 (Public, No. 260,
76th Cong., 1st sess., ch. 418). Consequently, the southw'estern area served by
Boulder Datn found itself obligated to pay, until 1945, a r:l.te w'hich \\yas excessive
,,·hether measured internally by the requirements of the Project .-\ct or externally
by the standards of the new'er projects.
.-\.ccordingly, the power" allottces filed \vith the Secretary of t.he Interior, in

1937, a request for a revie"· of the rates. In 1930, in making the initial allocation
of energy, the Secretary of the Interior had proposed that "when the dam and
po\\erhouse are actually in operation the lessees may have the right to ask for a
revie"· of the actual cost of units of po"'"er and be entitled to deductions which
"'"ill still permit the charge made to return to the Government all advances and
interest in a.ccordance ,,·ith the Boulder Dam A.ct: rind further, That if
5uch review indicates that a higher rate should be paid for po,ver to meet the
obligation to the Federal Governtnent such an advance in rate ",'ill be put into

.
nf the 011 an ho,,·e'·er, involved differ-

of interest. 3.U10llg the scyen St.tttcs of the b8.8iu, and 2 years of negotiation,
from 1937 to 1939, were neceS8n.ry hefore all these interests were into
agreement, as they now are, upon the hill here,,·ith reported.
The differences among the St3.tes arose from t,'\VO provisions of the Project Act.
First, section 4 (b) of the Project A.ct provided that if, during the period of

amortization, the Secretary should receive revenues in excess of amounts needed
to meet the periodical payment.s to the United States "as provided in the contract
or contracts executed under this act," then immediately after the settlement of
511ch petiodical payments he should pay of such excess to A.rizona and

percent to Nevada. These percentages are the compiement of the 62};
percent of excess revenues payahle on the flood-control allocation. The legisla-
tive history of this provision made it clear that t,hese payments were in lieu of
taxes which the States might have collected had the p-roject been built by a tax-
able entity, and which they cannot collect because the is a Federal one.

if the rates were stabilized at the amortization level the rhance of
obtaining revenues would disappear.
Second, section 5 of the Project Act provided that-
U After the repayment to the United States of all money advanced with interest,

charges shall be on such basis and the revenues derived therefrom shall be kept
in a separate fund to be expended within the Colorado River Basin as may here-
after be prescribed by the Congress."
The elimination of excess revenues would f·lbninate the possibility, however
remote, that t.he amortizatiou period would be shortened by the application of
the remaining percent excess revenues to the early retirement of the flood-
control allocation under section 2 (b) and thereafter to the acceleration of the
ret.irement of the balance of the investment.
The governments of the 7 States appointed a committee of 16, including 2

represent3.tives of the power allottees, to reconcile these differences. In confer-
ence with the Interior Department a bill was gradually evolved,
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approved by the Interior Department, the 7 and the po'wei contractors.
This is that measure.3

* * * * * *
B. Provisions of th.e Act
The Boulder Ca.nyoll Project Adjustmellt a.ceonlplislled the

follo"oring major objectives:
(1) Stabilization o.f 1'afes.-ln lieu of a rate adjusted every 10 years

upon a bn.sis of eompetitive conditions, the ..-\djustnlellt .A.cat substi-
tuted a. rate stabilized for tIle period June 1, 1937, to :\·Iay 31, 19S7.
ealeulated to provide revenues large enough to meet four require-
ments: (a) Opera,tion, and replacemeIlts (sec. 1 (a));
(b) to the Treasury, ,\-itll lllterest, of its reilnbursnl}le
advanees, cxcludillg an alloeation for flood rOlltrol, referred to belo,,-
(sec. 1 (b)); (c) pnyme.nt of $300,000 ullllually to ca.eh oi the
of nud eynda in cOlnnlutatioll of the sllare of excess
,,·llich \\rns earnlarked for those States by section 4 (b) of the Project
..Act (see. 1 (r) 2(c)): payment of $500,000 .annunllJ· to tIle
River dPYcloplllent fund, in substit.ution for the "separa.te fund"
estn,blislled hy section 5 of the Project .A.ct (sees. 1 Cd), 2 Cd)). The
. first $1.500.000 of iucolne to this development fUlld ,yas directed to
l)e us('d for preparation of fl. plan for the comprehensi\-re developmellt
of tIle basin; its reeeipts tllrough tIle yenr 1955 \vere dedicated to the
(tonstructioll of projects in tIle fOUf States of tIle upper find
reecipts thereafter earmarked for tlle invesf,lgn.tioll and eOIl-

struetioll of proj(\('ts ill the basin generall)"r (ser. 2 (d)).
(2) Rer/1.l.etion o.f interest.-The illterest rate rhnrgeable o·n thp

Tl'PHsury's adYanres, and enrried for"Tfi,rd int,o calClllntiolls of the
l"ntes, ,vas reduced from 4 to 3 percent per fll111l1m (sec. (j).

(:3) Reimbur8fJ.1nent.-Tlle reinlbursement provisions of the Project
....\ct ,vere clarified through (a) definitely deferring (but not "Titing off)
the allocated to flood control by section 2 (b) of the
Project Act, making tllat amount reimbursable (without interest)
aft.er the balance of tIle investment shall have been retired (sec. 7),
and (b) stipulating a definite amortization period commencing June
1, 1937, and ending 11ay 31, 1987 (sec. 7), in substitution for the
somewhat indefinite provisions of the Project Act relating to the period
of amortization (sees. 2 (b), 4).
Other portions of the act provided for diminution of paynlents to

.l'\rizona and Nevada in the event they should attempt to tax the
project or certain features' of its operations (sec. 2 (b»; stipulated
feasibility standards for the projects receiving the benefit of the
$500,000 annually paid to the development fund (sec. 2 (d»; provided
s See of the House Committ.ee on Irrigation and Reclamation on

H. R. 9877 (76th Cong.).

)
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for tIle diminution of payments to Arizona, Nevada, and the develop-
ment fund in the eV'ent of reduction of revenues through unavoidable
causes (sec. 3); provided for a retroactive adjustment of rates to June
1, 19a7 (sec. 4 (a», and for adjustments with allottees \vho might be
burdened with taxes of Arizona and Nevada of the type provided
against in section 2 (sec. 4 (b»); set up a fiscal system for readvances.
to the Colorado River Dam fund for the making of replacements
(sec. 5); authorized the Secretary to promulgate regulations, provided
"that no allotment of energy to any allottee made by any rule or
regulation heretofore promulgated shall be modified or changed ,vith-
out the consent of SUCll allottee" (sec. 8); authorized the Secretary to
substitute an agency operating contract for the lease held by the City
of Los ..-\ngeles and tIle Southern California Edison Co. (sec. 9), but
protected their tentITe .by a·n autllorization for a suit for specific per-
formance against the Secretary (sec. 9 (c»); and directed the Secretary
to place the act in effect by a proclamation if contractors responsible
for 90 percent of its firm energy had executed contracts thereunder
prior to Jqne 1, 1941 (sec. 10).
The act also contained a section on definitions (sec. 12), one requir-

ing an annual report (sec. 13), proyisions preserving the Colorado
River compact (sec. 14) and the right of the States to enact their
own laws respecting appropriation, control, and use of waters \vithin
their borders (sec. 14), and a section on prevailing ,vages (sec. 15).

C. Operations Under the Act
The administration of the Act is developed in more

detail in chapter "rith reference to the 1941 contracts made there-
under.
The act ,vas placed in effect 29, 1941, by a proclamat.ion of the

Secretary (appendix 802) required by section 10, the required contracts
having been executed that date, pursuant to regulations promulgated

20, 1941 (appendix 901), following hearings and findings by tIle
Secretary.
Section 13 of tIle act requires the Secretary of the Interior to render

annual reports. These reports cOY'er operation, maintenance, and
construction activities of the project during the contract year \vhich
ends 31. They also contain tables indicating the financial status
of the project, and tIle calculation of tIle energy rates and generating
charges for the year in question.

D. Amendmen·ts
(1) ..\7ollproject costs: Provisions of the Interior Departlnent .-1ppro-

...4ct jor th.e fiscal year 1949.-Boulder City, initially 3, con-
structioll ealllp for Iloover Dam, Je,"eloped lllto a pernlunent eity,
the third in popula tion of TIle ITnitpd States located a
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nun1ber of aetlYl!-les there not, directly' related to tIle project, a·s
.defined in tIle Boulder Project Act and the BOlIIJer CUl1YOll
}>l-oject Adjustn1cnt Act. These included large operat.ions tIle
Bureau of National Park Serv'ice, the "Tar Depnrtme!lt,
a.nd the establishment. of the regiollal offices of the Bureau of Reclama-
tion. TIle Secretary of tile Interior construed the ..t\.djustlnent .-\ct as
requiring tIle allilual· operatioIl Rlld mallltena.nce appropriation for
tIle projeet to be inclll(led in its entirety ill the calculation of rates.

tIle fact that a portion of tIle inYestment and operat-
ing cost.s of Boulder City \vas attributable to llollproject
acti,,.j t,ies.
Aft.er two earlier acts' directing the Secretary to make reports 5

segregating project and nonproject costs and expenditures, the
Interior Department ....:\.ct for the fiscal year 1949 6

803) disposed of this question by requiring the Secretary
of the Interior to submit amlually to the ...:\.ppropria.tions Com-
mitt.ees 8. justification showing all investments and eAllenditures
made or proposed out of the Colorado River Dam fund for the joint
use of the project and of otller Federnl activities at or near Boulder
City; directing tha.t these investments or expenditures, should be
deemed nonproject items, in the proportion tha.t they were made for
the use of otller Federal activities; and directing that the obligation
under the provisions of section 2 of the Boulder Canyon Project
...;\djustmellt Act to repay lldvnnces, which in turn is the ba.sis for
computation of rates under section 1 of that act, be diminished in the
a.mount tllat nonproject investments or expendittires are made from
that flind. On June 17, 1948, the Comptroller General ruled that
this provision "should be regarded as permanent (decision
B-77260).
(2) The NlcCarra'n Act, 19J,.8.-By the act of 14, 1948/ section

2 (e) \YRS added to the Boulder Canyon Project Adjustment .. (and
is printed therein ill appendix 801), authorizing appropriations for
the fiscal yea.rs 1948, 1949, 1950, und 1951 for payment to the Boulder
City school district of tuition not to exceed $65 per semester per pupil,
,vho a.re dependellts of any employee of t,lle United States living in
the immediate ,"iClllity of Boulder City.s The Interior Department
• A.ct of July 12, 1943 (57 Stat. 451) (Interior Departlnent .;\p!1foprint.ion A.ct

for fiscal 1944), act of June 28, 1944 (58 Stat,. 463) (Interior Departnlent
4-\pproprhltion Act for year

5 l\ report rendered Huder t he first at't, Deceluber 30, 1943, and under the
second, 01) 2, 1g4G.
e Act of .Tune 2!), 1948 (Pnhlic La,,- 841, 80th 2d sess.).
i Act of a.y 14. 1r,·18 (Pnhlic 1.3"- 528, 80th .. 2d "-
Iil SP? COln.::uiltpp on Anprop:riations,

ApPJopriat.ion Act for fiscal 1949, p. 2334 et .. for background of the
Act a.nd of the proyisions in the 194·9 Interior

Approprifl.t ion Act roeferred to aboye.

)
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Appropriution A.ct for the fiscal year 1949 9 conforms to that author-
ization.
(3) The Barrett Act, 1948.-By the act of June 1, 1948, 10 section 2 (d)

of the Boulder Canyon Project Act was amended (and as amended
appears in appendix: 801), to direct that the $500,000 transferred to
the Colorado River development fund annually, for the fiscal years
1949 to 1955, inclusive, shall be distributed for investigation among
the four States of the upper division "on a basis which IS as nearly
equal as practicable." 11

i Act of june 29, 1948 (Puulic La,,' 80th Cong., 2d sess.).
10 Act of June 1, 1948 (Public I a'v 570, 80th Cong., 2d
11 "rhe terms of the Boulder Canyon Project Act, and of the con-

tracts made under it, \vere actually negotiated to some extent simultaneously.
The United States was .represented, under the general direction of Secretary
Harold L. Ickes and Commissioner of Reclamation .John C. Page, by Nathan R.
Margold, solicitor, Fred Kirgis and Bernard I{anlmerman, assistant solicitors,
and !(euuard Cheadle, Clifford E. Fix, chief counsel, Bureau of Reclamation.
Leland OIds, Joel D. "Tolfsohn, W F Durand, 3.nd Benjamin Cohen participated.
The po,,"er contractors were represented by E. F. Seattergood, S. B. Rohinson,
James H. Ho,\·srd, Roy V. Reppy, Alfred Smith, Bible, and others;
the "Committee of Sixteen" by Clifford H. Stone, Alma Da.vis, Donald Scott,
R. J. Tipton, Gro'''er Giles, and ·


