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May 15, 2007
Mr. J. Tyler CarlsonPRIVATE 

Regional Manager

Desert Southwest Customer Service Region

Western Area Power Administration

P.O. Box 6457

Phoenix, Arizona  85005-6457

Re:  Boulder Canyon Project Proposed Base Charge and Rates Adjustment, 72 Fed.Reg. 7026 (February 14, 2007)
Dear Mr. Carlson:

Once again, we find ourselves in the interesting situation that occurred also in dealing with Hoover rates in 2005.  We have a situation with regard to security costs where the agency has had to move forward with a rate process that must be completed before Congress acted on the relevant appropriation authority.  For FY 2007, a Continuing Resolution for the remainder of the fiscal year is now only a few months old.

Prior written and oral comments in the current process for FY 2008 indicate some confusion among your customers about how the subject of security costs is being treated in FY 2007 and whether some of those costs assigned to the Boulder Canyon Project are to be treated as non-reimbursable.

In the final order in the current rate process, we are requesting that you explain how this subject is being treated for the Boulder Canyon Project in FY 2007 as well as how your rate proposal treats it for FY 2008.  We note that your agency went to some pains to provide detailed discussion of this subject in the rate order that established the five-year formula in 2005.  70 Fed.Reg. 50316, 50320-1 (August 26, 2005).  As you know, this subject is somewhat controversial and is being considered by Congress for legislative treatment.  We believe it would be helpful to defining the nature of the issue as it relates to the Boulder Canyon Project for your agency to explain how security costs are being treated in the current fiscal year under the Continuing Resolution as well as how they are projected to be treated in the rate that will be put into place on October 1, 2007.
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As you know, your Boulder Canyon Project customers pretty uniformly believe that Hoover Dam and Lake Mead provide a wide range of important benefits to a number of different classes of beneficiaries.  While it may be more work to find a way to have those beneficiaries share in the costs of increased security at Hoover Dam after 9/11, it is to us basically unfair that power customers shoulder the burden for increased security to protect facilities and uses for other purposes than power generation.
The Bureau of Reclamation post-9/11 began treating these increased costs for that agency as nonreimbursable, as you well know.  The shift in policy that has brought more and more of these costs into the reimbursable column, and therefore into the rates of your customers, has been a bone of contention since that shift in policy began to be applied.  Congress has several times addressed this issue.  We would ask that you do likewise so that we can have a clear picture of how your agency is treating it in FY 2007 and believes it must treat this subject for FY 2008.

Thank you for the opportunity to comment on this important rate proceeding.

Sincerely,








/s/

Robert S. Lynch

Counsel and Assistant

Secretary/Treasurer
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IEDA Members

