
DOC HASTINGS, WA EOWARD J . MARKEY, M A 
CHAIRMAN 

DON YOUNG, AK 
RANKING DEMOCRA TIC MEMBER 

DALE E. KILDEE, MI 
JOHN J . DUNCAN, JR., TN 
LOUIE GOHMERT, TX 

PETER A. DEFAZIO, OR 
ENI F.H. FALEOMAVAEGA, AS 
FRANK PALLONE, JR .. NJ 
GRACE F. NAPOLITANO, CA 
RUSH D. HOLT, NJ 

ROB BISHOP, UT 
DOUG LAMBORN, CO 
ROBERT J. W ITTMAN, VA 
PAUL C. BROUN, GA 
JOHN FLEMING, LA 

N.~. JlOUlit of iRtprtlitntatiutli 
QJ:ummitttt un Natural iRtliUUrctli 

DlUli4iugtuu. mar 2U515 

RAUL M. GRIJALVA, AZ 
M ADELEINE Z. BORDALLO, GU 
JIM COSTA, CA M IKE COFFMAN, CO 

TOM McCLINTOCK, CA 
GLENN THOMPSON, PA 
JEFF DENHAM, CA 

DAN BOREN, OK 
GREGORIO KILILI CAM ACHO SABLAN, CNMI 
M ARTIN HEINRICH, NM 

DAN BENISHEK, MI BEN RAY LUJ AN, NM 
DAVID RIVERA, FL JOHN P. SARBANES, MD 
JEFF DUNCAN, SC 
seen R. TIPTON , co 
PA UL A. GOSAR, AZ 
RA UL R. LABRADOR, ID 
KRISTI L. NOEM, SD 

BETTY SUTTON, OH 
NIKI TSONGAS, M A 
PEDRO R. PIER LUISI, PR 
JOHN GARAMENDI, CA 
COLLEEN W. HA NABUSA, HI 

STEVE SOUTHERLAND II, FL 
BILL FLORES, TX Opening Statement by 

Chairman Tom McClintock 

PAUL TONKD, NY 

A NDY HARRI S, MD 
JEFFREY M. LANDRY, LA 
JON RUN YAN, NJ JEFFREY DUNCAN 

BILL J OHNSON, OH OEMOCRA TIC STAFF DIRECTOR 
M ARK AMODEI, NV Before the Subcommittee on Water and Power 

Legislative Hearing on H.R. __ and S. 997 
Wednesday, June 6, 2012 

TODD YOUNG 
CHIEF OF STAFF 

The Subcommittee meets today to consider S. 997 to extend a water contract between the United 
States and the East Bench Irrigation District in southwestern Montana until December 31 , 2013 
or until a new contract is executed. In this case, routine administrative renewal has been delayed 
by state litigation, and this act would simply preserve the District's renewal rights while the 
matter is adjudicated without prejudicing the outcome. It is supported by Congressman Rehberg 
of Montana and by the administration. 

The other issue before us today is a discussion draft to standardize early payment of water 
contracts between water districts and the Bureau of Reclamation. 

Over the past decade, five prepayment bills have been signed into law for water districts in 
Nevada, Utah, Idaho, Oregon and California. During the current session, one such bill, HR 818 
has become law, authored by Congressman Jim Matheson, Democrat of Utah. 

The draft bill before us proposes to standardize this bi-partisan practice. The treasury would 
receive accelerated repayment of principal while the water districts would avoid paying long~ 

term interest, in the same manner that many mortgages allow borrowers to repay their home 
loans early. 

There are objections to this bill that I hope can be better explained in this hearing. 

The first objection, as I understand it, is that by paying off the loan early, the borrower avoids 
paying interest to taxpayers. I don't understand the argument. Interest is what we pay to rent 
money. If the loan is paid off early, the money is no longer being rented. A homeowner who 
pays offhis mortgage early no longer owes interest on the principal since he's no longer renting 
it. 

What the lender - in this case, the taxpayer - gets instead is the early return of his capital, which 
he can then lend out again or spend in some other fashion, 

The second objection, as I understand it, is that early payment relieves contractors of the 
conditions imposed by the contract. But once the loan is repaid, the terms of the contract are 
concluded and no longer binding. If a homeowner pays offhis mortgage early, the bank no 
longer can impose conditions on the homeowner such as carrying insurance. 
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The third objection, as I understand it, is that these water projects represent a taxpayer subsidy to 
water users. I would agree with that if government foots the bill for the project, such as we see 
with Title XVI projects, for example, this is a taxpayer subsidy and ought to be abolished. 

But I don' t see how this is the case here. True, goverrunent acted as the lender that fronted the 
money for the project. But once the money has been repaid, the goverrunent has its money back. 
Once a homeowner has paid off the bank loan, the bank no longer owns his house. 

I realize this analogy isn't exact because the Bureau still owns the project, but ifthe contractors 
have paid for that project, the Bureau owns it only in trust, with the contractors should only pay 
what it costs for operations and maintenance - having already paid for the capital costs in full. 

The argument that I find more compelling is the question of why government should monopolize 
these projects using taxpayers as lenders, when we could instead refonn the structure of these 
projects to make them attractive to private capital. 

That is an objective that needs to be pursued, but it seems to me that this is outside the limited 
question presented by the draft legislation before us today. 


