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MIDSTATE PROJECT, NEBRASKA

WEDNESDAY, MARCH 4, 1964

U.S. SENATE,
IRRIGATION AND RECLAMATION SUBCOMMITTEE

OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS,
W ashington, D.0 .

The subcommittee met, pursuant to call, at 9:07 a.m., in room 3110,
new Senate Office Building, Senator Frank E. Moss (chairman of the
subcommittee) presiding.

Present: Senators Frank E. Moss (Utah) , Quentin N. Burdick
(North Dakota), Gordon Allott (Colorado), and Len B. Jordan
(Idaho) .

Also present: Jerry Verkler, staff director; Stewart French, chief
counsel; Roy M. Whitacre, professional staff member; Richard An-
drews, minority counsel; and Robert Bendt, staff member.

Senator Moss. The subcommittee will come to order.
The measure to be considered is S. 388, to authorize the Secretary of

the Interior to construct, operate, and maintain the midstate reclama-
tion project, Nebraska, and for other purposes.

This project has been before the committee for the past 8 years in
various forms.
It was passed by the Senate on September 21, 1961, but was not acted

on by the House Interior and Insular Affairs Committee.
The bill and the reports of the Departments concerning this bill will

be placed in the record at this point.
(The documents referred to follow:)

(5. 388, 88th Cong., 1st sees.]

A BILL To authorize the Secretary of the Interior to construct, operate, and maintain the
midstate reclamation project, Nebraska, and for other purposes

Be it enacted by the Senate and House of Representatives of the United States

of America in Congress assembled, That the Secretary of the Interior is hereby au-

thorized to construct, operate, and maintain in accordance with the Federal

reclamation laws (Act of June 17, 1902 (32 Stat. 388), and Acts amendatory

thereof or supplementary thereto) the midstate Federal reclamation project,

Nebraska, for the principal purposes of furnishing a surface irrigation water

supply for approximately one hundred and forty thousand acres of land, aiding

in the replenishment of the ground water supply of the area for domestic and

agricultural use, controlling floods, conserving and developing fish and wildlife,

and producing hydroelectric power. The principal works of the project shall

consist of a diversion dam on the Platte River, a main supply canal, an inter-

connected reservoir system, hydroelectric power facilities, wasteways, pumps,

drains, canals, laterals, distribution facilities, and related works, including, on a

nonreimbursable basis, minimum basic recreational facilities.

SEC. 2. The midstate project shall be integrated, physically and financially, with

the other Federal works in the Missouri River Basin constructed or authorized to

be constructed under the comprehensive plans approved by section 9 of the Act

of December 22, 1944 (58 Stat. 891), as amended and supplemented, and shall be a

1



2 MIDSTATE PROJECT, NEBRASKA

unit of the Missouri River Basin project therein approved and authorized, and
the authorization for the appropriation of funds for the accomplishment of the
works to be undertaken by the Secretary of the Interior under said authority
shall extend to and include funds for the construction of the midstate project.

SEC. 3. The interest rate used for computing interest during construction and
interest on the unpaid balance of the capital costs allocated to interest bearing
features of the project shall be determined by the Secretary of the Treasury as
of the beginning of the fiscal year in which construction is initiated, on the basis
of the computed average interest rate payable by the Treasury upon its outstand-
ing marketable public obligations, which are neither due or callable for redemp-
tion for fifteen years from date of issue.

SEC. 4. For a period of ten years from the date of enactment of this Act, no
water from the project authorized by this Act shall be delivered to any water
user for the production on newly irrigated lands of any basic agricultural com-
modity, as defined in the Agricultural Act of 1949, or any amendment thereof,
If the total supply of such commodity for the marketing year in which the bulk of
the crop would normally be marketed is in excess of the normal supply as de-
fined in section 301(b) (10) of the Agricultural Adjustment Act of 1938, as
amended, unless the Secretary of Agriculture calls for an increase in production
of such commodity in the interest of national security.

DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,

Washington, D.C., February 29, 1964.
Hon. HENRY M. JACKSON,
Chairman, Committee on Interior and Insular Affairs,
U.S. Senate, Washington, D.C.
DEAR SENATOR JACKSON: This responds to your request for the views of this

Department on S. 388, a bill to authorize the Secretary of the Interior to con-
struct, operate, and maintain the midstate reclamation project, Nebraska, and
for other purposes.
We recommend enactment of the bill with certain amendments suggested

hereinafter.
The purpose of S. 388 is to modify the Missouri River Basin project authori-

zation to include the proposed Nebraska midstate reclamation project as a divi-
sion of the Missouri River Basin project in order that its construction, operation,
and maintenance may be undertaken by the Department of the Interior and it
may be integrated physically and financially with the other Federal works of the
Missouri River Basin project.

Legislation to accomplish this was introduced in the 86th and 87th Congresses.
Our legislative reports on those bills supported inclusion within the Missouri
River Basin project of this multiple-purpose development to serve the irrigable
lands of the Nebraska Midstate Reclamation District. Those reports (dated
April 24, 1959; April 20, 1960; and May 24, 1961) commented favorably and in
detail on the physical plan for the project, which was prepared for the district
by consulting engineers.
Departmental representatives and the district and its consulting engineers have

consulted on the project plan over the years, and this Department is in general
agreement with the plan of development as presented in the plan which is be-
fore the Congress. Should this legislation be enacted we would expect to con-
struct the project facilities substantially in accordance with the physical plan in
the project report, with such minor modifications as detailed postauthorization
studies, preliminary to a definite plan report, indicated to be desirable.

Appended to this report is our "Reevaluation Statement, Midstate Project,
Nebraska, as a proposed unit of the Missouri River Basin Project"—revised Feb-
ruary 1964. This reevaluation statement summarizes an updated economic and
financial analysis of the development. Reanalysis was necessary to reflect a rise
in estimated project cost and to incorporate procedures and criteria for project
analysis and repayment which have undergone revision since we last reported
to your committee on this project in May 1961. Within the limits of the basic
data available, the studies summarized in the reevaluation statement were per-
formed to the same standards as are normally employed in the preparation of
feasibility reports on projects proposed for authorization as a result of investi-
gations by the Bureau of Reclamation.

Estimated project cost has risen from $81,467,000 (1958 estimate) to $84,202,000
In consequence of a 5-year, 3.4-percent uptrend in construction costs.

Al,



MIDSTATE PROJECT, NEBRASKA 3

The most significant changes in the economic and financial analysis derive

from the "Policies and Procedures in the Formulation, Evaluation, and Review

of Plans for the Use and Development of Water and Related Land Resources,"

approved by the President on May 15, 1962 ( S. Doc. 97, 87th Cong., 2d sess.).

These changes include ascription of benefits and allocation of costs to area re-

development, revision in methods of benefit computation for fish and wildlife

and recreation, allocation of joint costs to recreation, and determination of the

benefit discount rate in accordance with a prescribed formula.
Another important change in the project financial picture derives from adop-

tion of the principles of the administration's proposed Federal Water Project

Recreation Act—transmitted to the Congress on November 2, 1963—in the re-

study of the project. This is the application of limits upon the nonreimburs-

ability of the aggregate of allocations of joint costs to recreation and fish and

wildlife enhancement.
Based upon revised cost estimates and benefit evaluation, and using the ap-

plicable discount rate of 3 percent, the $84,202,000 cost of the project is now

allocated as follows:

Purpose:
Amount

Irrigation  $55,431,000

Flood control 12,466,000

Fish and wildlife enhancement 8,738,000

Area redevelopment 3,188,000

Recreation 3,161,000

Deferred commercial power 1,218,000

Total 84,202,000

Of the foregoing, the costs allocated to flood control plus $10,143,000 of the

$11,899,000 allocated to recreation and fish and wildlife enhancement would be

nonreimbursable ; irrigation costs would be reimbursable without interest; and

the costs allocated to deferred commercial power together with $1,756,000 of

the costs allocated to recreation and fish and wildlife enhancement would be reim-

bursable with interest.
Revenues received from irrigation water users and the conservancy district

would repay $43,236,600—or 78 percent—of the irrigation allocation over a period

of 50 years following a development period. The balance of the irrigation 
allo-

cation, $12,194,400, would be returned from power revenues of the Missouri

River Basin project, as would the interest-bearing investments in deferred com-

mercial power ($1,218,000) and the reimbursable component of costs allocated to

fish and wildlife enhancement and recreation ($1,756,000).
The sufficiency of Missouri River Basin project power revenues to meet the

reimbursement and final assistance obligations of the overall Missouri River

Basin project was dealt with most recently in our "Report on Financial Position,

Missouri River Basin project, December 1963," which was transmitted to the

Congress on December 17, 1963. That report illustrated that with an increase

of 0.25 mills per killowatt-hour in the sale price of firm commercial power

marketed in the eastern division of the project, and adoption of proposed

interest rate criteria (which would require legislation) that adequate revenues

are in prospect to retire all reimbursable investments, and meet all require-

ments for financial assistance—including defrayal of irrigation costs of the

Nebraska midstate project which are beyond the capacity of the irrigators to

repay.
In addition to irrigation assistance there would be an additional call upon

Missouri River Basin power revenues in a total amount of $5,612,000 to defray

the component of costs allocated to recreation and fish and wildlife enhancement

which would become reimbursable with interest under the terms of the pro-

posed "Federal Water Project Recreation Act." The total repayment require-

ment rises from $1,756.000 mentioned earlier in the report to $5,612,000 because

interest accrues for a 37-year period from completion of construction until

power revenues become available to retire the obligation. Although out study

and "Report on Financial Position, Missouri River Basin Project" did not envision

this additional call upon project power revenues, it could be met without

exceeding the customary 50-year period within which reimbursable costs are

returned.
To clarify the relationship of the Nebraska midstate project to the overall

Missouri River Basin project it should be denominated a "division" of the
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larger basin project. To accomplish this the following amendments should bemade to the bill:
(a) In the title of the bill, delete the words "midstate reclamation project,Nebraska" and substitute therefor "Nebraska Mid-State division, MissouriRiver Basin project".
(b) On page 1, line 7, delete the words "midstate Federal reclamation"and substitute therefor "Nebraska Mid-State division, Missouri River

Basin".
(c) On page 2, line 10, delete the words "midstate project" and substitutetherefor "Nebraska Mid-State division".
(d) On page 2, line 24, delete the word "project" and substitute therefor

"Nebraska Mid-State division".
Several of the counties in which the Nebraska midstate project is locatedhave been designated as rural redevelopment areas under criteria of the AreaRedevelopment Act of 1961 (75 Stat. 47). Accordingly, the benefits which wouldaccrue to area redevelopment from construction and operation of the projecthave been calculated. We propose that this function be recognized as a projectpurpose in accordance with the principles adopted in May 1962 for waterresource project evaluation ( S. Doc. 97, 87th Cong., 2d Bess.).
To accomplish this, and also to include recreation as a project purpose, line3, page 2, of the bill should be deleted and the following substituted: "wildlife,contributing to area redevelopment, enhancing recreation opportunities, producinghydroelectric power, and for other purposes. The principal". Also, a new section5 should be added to the bill as follows:
"SEc. 5. The Secretary is authorized, if the Nebraska Mid-State division islocated in whole or in part in a redevelopment area or areas as defined in theArea Redevelopment Act (75 Stat. 47), to recognize redevelopment as a func-tion of the division, to evaluate the benefits of the division in relieving persistentunemployment and underemployment, and to allocate costs to the redevelopmentfunction as appropriate, which costs shall be nonreimbursable."
To make applicable the interest rate criteria proposed in the Department's"Report on Financial Position. Missouri River Basin Project, December 1963"a new section 6, reading as follows, should be added to the bill:
"SEC. 6. From and after July 1, 1964, the interest rate on the unamortized

balance of the investment allocated to commercial power in facilities constructed
or under construction on June 30, 1964, by the Department of the Army, the
commercial power from which is marketed by the Department of the Interior
pursuant to section 9 of the Flood Control Act of 1944, and in the transmission
and marketing facilities associated therewith, shall be two and one-half per
centum per annum."
To provide necessary recreation authority in connection with the Nebraska

midstate division, and to incorporate the precepts of the proposed "Federal Water
Project Recreation Act," a new section 7, reading as follows, should be added
to the bill:
"SEc. 7. The Secretary is authorized in connection with the Nebraska Mid-

State division to construct, operate, maintain, or otherwise provide for basic
public outdoor recreation facilities, to acquire or otherwise to include within
the division area such adjacent lands or interests therein as are necessary for
present or future public recreation use, to allocate water and reservoir capacity
to recreation, and to provide for the public use and enjoyment of division lands,
facilities and water areas in a manner coordinated with other division purposes.
The Secretary is authorized to enter into agreements with Federal agencies
or State or local public bodies for the operation, maintenance, and additional
development of division lands or facilities, or to dispose of• division lands or
facilities to Federal agencies or State or local public bodies by lease, transfer,
conveyance or exchange, upon such terms and conditions as will best promote
the development and operation of such lands or facilities in the public interest
for recreation purposes. In connection with the foregoing undertakings taken
together with developments for the enhancement of fish and wildlife resources
on the Nebraska Mid-State division, Federal costs incurred specifically for
lands and basic facilities shall be nonreimbursable joint costs allocated to recre-
ation and fish and wildlife enhancement shall in the aggregate be nonreimburs-
able to the extent that they do not exceed the sum of $7.000,000 plus ten per
centum of the cost of joint use land and facilities of the division in excess of
$40,000,000; and other Federal costs allocated to recreation and fish and wildlife
enhancement shall in the aggregate be nonreimbursable up to a limit of $5,000,000.
Provision shall be made for the reimbursement, or for the contribution by non-
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Federal interests of costs allocated to recreation and fish and wildlife enhance-
ment in excess of the foregoing limit under one or a combination of the following
methods as may be determined appropriate by the Secretary: (1) provision by
non-Federal interests of lands or interests therein, or facilities required for
the division; (2) payment, or repayment, with interest at a rate comparable to
that for other division purposes, pursuant to agreement with one or more non-
Federal public bodies; (3) repayment, with interest, from the date of first
delivery of water or power from the unit for beneficial use at a rate comparable
to that for other division functions by use of project revenues that will be
available during payout of cost allocations to water and power functions. For
the purposes of this Act, joint-use land and facilities' shall mean land and
facilities serving two or more division purposes, one of which is recreation or
fish and wildlife enhancement. Nothing herein shall limit the authority of
the Secretary granted by existing provisions of law relating to recreation,

development of water resources projects, or disposition of public lands for

recreational purposes."
This amendment would conform the bill to the position of the administration

as set forth in H.R. 9032, 88th Congress.
Enactment of the proposed bill would authorize expenditures of $935,000 for

lands for the enhancement of migratory waterfowl production and resting

habitat. This amount would be charged against the expenditure limitation of

$28 million for such expenditures that would be established by subsection 1(f)

of the proposed 'Federal Water Project Recreation Act."
The Bureau of the Budget has advised that there is no objection to the pres-

entation of this proposed report from the standpoint of the administration's

program, subject to possible supplementary advice from the Bureau of the

Budget when views of the Department of Commerce on the proposed amend-

ments to the bill dealing with area redevelopment are received.
Sincerely yours,

KENNETH HOLUM,
Assistant Secretary of the Interior.

EXECUTIVE OFFICE OF THE PRESIDENT,
BUREAU OF THE BUDGET,

Washington, D.C., August 23, 1963.

Hon. HENRY M. JACKSON,
Chairman, Committee on Interior and Insular Affairs,
U.S. Senate, Washington, D.C.

DEAR MR. CHAIRMAN: This is in reply to your letter of January 24, 1963,

requesting the views of the Bureau of the Budget on S. 388, a bill to authorize

the Secretary of the Interior to construct, operate, and maintain the midstate

reclamation project, Nebraska, and for other purposes.
The purpose of the bill is clearly stated in its title.
The Department of the Interior is preparing a "Supplemental Economic and

Financial Analysis" on the Nebraska midstate project and we understand it will

not be completed until the week of August 26. Until the supplemental analysis

is received and reviewed, the Bureau of the Budget has no basis for commenting

on the proposed legislation.
Accordingly, we propose to defer advising you of our views on S. 388 until

after we have received and reviewed the Department's report referred to above.

Sincerely yours,
PHILLIP S. HUGHES,

Assistant Director for Legislative Reference.

Senator Moss. We will now hear testimony on the midstate project,
S. 388. This is a bill that has been introduced by Senator Hruska
and Senator Curtis, both from the State of Nebraska.
I see Senator Curtis is here. We will recognize him first.
If Senator Hruska intends to come, we will hear him and then we

will hear Hon. David T. Martin, Member of Congress from the Third
District of Nebraska.
Would you like to come forward, Senator Curtis?

'‘
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I have ordered heretofore that the reports of the department, which
are favorable, be placed in the record. I understand, Senator Curtis,
that this matter was heard extensively by the House Interior Com-
mittee for the last 2 days and they made a very considerable record
on it.
If there is no objection by the committee, I think, because of the

circumstance of the pressure of time, that we will incorporate their
record by reference over here so that we may have that to study in
more detail if necessary. This will enable the subcommittee to only
touch the highlights here rather than go into minute detail on the
project.

STATEMENT OF SON. CARL T. CURTIS, A U.S. SENATOR FROM THE
STATE OF NEBRASKA

Senator C-crwris. Mr. Chairman and members of the committee, I
do appreciate this very heavy schedule in which you have arranged
to hear us.
I was glad to hear the chairman state that the House record will

be made a part of the record here. I am sure that we can arrange so
that ample copies will be supplied of the hearings both on the staff
level and for the Senators, because it will answer a great many de-
tailed questions.

First, Mr. Chairman, I would like to ask unanimous consent that a
brief statement of mine on the project be inserted at this point in the
record.

Senator Moss. It may be inserted at this point.
(The statement follows:)

STATEMENT OF HON. CARL T. CURTIS, A U.S. SENATOR FROM THE STATE OF NEBRASKA

Mr. Chairman, I am well aware of the terrific schedule that the Senate has. I
want to express my deep gratitude to the chairman and to all others for making
this hearing possible.
The midstate project in Nebraska has had many hearings before this commit-

tee in the Senate. The Senate passed the bill in the last Congress, but even
prior to that the story of midstate has been told to this committee.
Our first efforts were to get its approval as a partnership project, a suggestion

made during the Eisenhower administration. That program did not materialize,
and so the local interest lost some time in getting their project considered as a
Bureau of Reclamation project.
I have had a part in all of the Missouri River Basin development. In the

Missouri Basin power revenues are used to pay that part of the irrigation costs
that cannot be borne by the landowners using the water.
Of the first 16 projects initiated in the Missouri River Basin involving irriga-

tion, the average repayment of the water users of that part of the cost allocated
to irrigation amounted to 21.1 percent. Of these 16 projects, 5 were in the State
of Nebraska, and they averaged 28.4 percent.
The midstate project, in my opinion, stands at the top of the list of all past,

present, and future projects in the Missouri Basin from the standpoint of the
Treasury of the United States.
In the case of the midstate project now before you the landowners who will

use water will pay around 75 percent or more of the total cost allocated to irri-
gation. To say the least this is unusual. It is more than 31, times the average
for the Missouri Basin.

This committee recently reported, and the Senate has passed, another project
in the Missouri Basin which will cost approximately 21/2 times as much as the
midstate project, and the amount of irrigation costs that will be repaid to the
Treasury by the water users is roughly 15 percent.

*-1



MIDSTATE PROJECT, NEBRASKA 7

I am for the midstate project. I urge your favorable consideration of it. I hope
It will be reported out by this committee and your full committee and enacted
by the Congress.
I arrived at my decision after literally months of personal investigation and

study of the project. I am familiar with the area, its people, and its economy.
I believe that it is a good project.

Other witnesses and other material which will be incorporated into our record
here will go into detail concerning the cost figures, the allocation of those costs
and the engineering factors.
The midstate project not only will have the highest repayment, but the

users of the surface irrigation by it will cause the least drain on the power reve-
nues in the Missouri River Basin which is used to support so many irrigation
projects.
In view of our many appearances before this committee on prior occasions, I

am making this statement short. I do want to thank you, the committee, for all
the courtesies that have been extended and are extending to the interested
parties.

Senator Curris. Now, Mr. Chairman, I believe very strongly in
the midstate project. This committee has had a number of hearings on
it going back in the days when we were working on the partnership
plan which didn't develop nationally and we had to restart as a
Bureau of Reclamation project. An authorization bill has heretofore
passed the Senate. I believe that the updating of figures and opinions
and conclusions carried on in the House will take care of that now.
Now, while I am unqualified before the midstate project, I serve the

entire State of Nebraska. I have an obligation to every citizen to be
treated fairly. There are some people here who are opposed to the
project. Knowing that the time would be short, I suggested to both
groups what our plan was and ask that the committee House hearings,
including all of the cross-examination, be made a part of the record
by reference. I hope that we can allocate the time here for brief
statements. Even though I disagree with their conclusions, we want
the opposition to be called upon to state anything that they might
want to state in supplement to what they said in the House.
The proponents are here there is quite a delegation. I would like

to ask, Mr. Chairman, inasmuch as this is going to be a short hearing,
that at this point you secure the names so that we may insert in the
record the names of all the interested parties here and their title, as
well as those who are appearing in opposition.
This project is basically the project that was before the Senate when

it was passed last with the exception that the figures have been up-
graded to meet the present-day circumstances and costs.
I am sure that when you explore the House hearings you will find

how very favorable this project stands out from the standpoint of
repayment.
Mr. Chairman, in view of the fact that Senator Hruska, my senior

colleague, is not present, I would like to ask unanimous consent that his
statement, when he sends it over, be incorporated at this point in the
record. He is the principal introducer.
(The statement referred to follows:)

STATEMENT OF HON. ROMAN L. HR17SKA, A U.S. SENATOR FROM THE STATE
OF NEBRASKA

Mr. Chairman and members of this committee, it is my pleasure to appear
before you this morning as one of the sponsors of the bill for the midstate recla-
mation project. I have met with this committee in years past to urge the
authorization of this worthy project and since bills similar to the one at hand
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have been previously considered by this committee and since the record of those
proceedings is available, I shall not take your important and limited time to
restate the arguments in behalf of midstate. Expert testimony from the Bureau
and the local sponsors is available and I am sure the committee will be given a
detailed and up-to-date explanation of the facts involved in this matter. There
are, however, several points on which I would like to touch briefly.
In reviewing the testimony of prior hearings, I found these phrases used to

describe the character of this undertaking: "Midstate is a good project," -The
Nebraska midstate project is a logical addition to the Missouri River Basin
project," and "Here is a project—that by any comparison with any other unit—
measures up head and shoulders above most of them." These words state the case
well and sum up my feelings on the subject clearly and simply.
Some time ago the Bureau of Reclamation tabulated the irrigation costs and

percentage repaid by water users on 16 existing projects in Missouri Basin States.
Average repayment by water users for irrigation costs on these 16 is 21.1 percent.
Five of the sixteen projects are in Nebraska and the average repayment of these
5 is 28.4 percent. This bill will provide a repayment by water users of 78 percent
of the irrigation costs of the midstate project. This repayment figure of the
irrigation allocation is one of the highest, if not the highest, percentage of any
Federal reclamation project in the country. Testimony on the favorable benefit-
cost ratio also will be presented to the committee. The figures will speak for
themselves. They make an impressive case.
The Nebraska Midstate Reclamation District was organized in 1948. Since

that time the people in the district have levied a tax upon themselves which has
provided nearly $1.5 million for expenses for the investigations and surveys
involved in determining feasibility. This is a unique and extraordinary achieve-
ment as well as very persuasive evidence of local support of the project.
One of the most important reasons for the construction of this unit is the

desirability to recharge the ground water supply in the area in and around the
three midstate counties. There is credible evidence that the supply of such water
can be endangered by depletion unless it can be replenished. Midstate is a vehicle
whereby this can be accomplished. If this is not done, continued use of millions
of dollars of investment in pumping equipment and other irrigation equipment
already in use can well be jeopardized. This, of course, will be in addition to the
deprivation of the other benefits that would be realized once the project is in
operation.
The development of a project of the order of midstate is a mighty task. Much

work must be done not only in the field but in the Congress as well.
We all know from our individual responsibilities of the work that goes on in

committee. Legislation must be examined carefully to determine that it comes
within the guidelines set forth in existing law and that the program envisioned
in the bill under consideration is sound and well balanced. Meaningful and
worthwhile results can be achieved only after a full record has been developed
and all points of view heard and examined. Certainly, in this regard, this
committee has a fine reputation for thoroughness and diligence.
Mr. Chairman, the midstate unit has been sought for over a decade. Legisla-

tion to provide for its creation and financing was first introduced in 1953.
Probably no irrigation project in recent years has had the thorough and expert
study given this one. Those of us associated with its sponsorship have been
impressed with the care and the quality of the technical planning and engineer-
ing which have gone into its development.

Midstate also has come under careful congressional scrutiny in both the
House and the Senate. During past sessions of Congress, hearings on the
merits of the project have been held by both bodies and, as you know, the Senate
passed authorizing legislation in the 87th Congress.
I am confident that when these hearings are finished a record will have been

assembled that is complete and accurate in every detail. With this accom-
plished, we can safely say that the case for midstate has been developed and
brought along in a sound and orderly fashion. The midstate proceedings are a
credit to the legislative process. I am hopeful, that in view of this, early action
now can be obtained.
Midstate is a significant step toward the fulfillment of objectives of the

Missouri River Basin development. When authorized and constructed, it will be
operated as a unit of that project and will serve to stabilize and promote the
economy of a large and important section of the basin.
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There are witnesses present who will respond to technical questions concern-

ing this project. In this matter, I shall willingly defer to them.
I appreciate very much the opportunity to appear before your committee on

behalf of the midstate reclamation project. I know that under the guidance

of the chairman, a valuable addition will be made to the existing record and I

appreciate your allowing my remarks to be a part of it.

STATEMENT OF HON. CARL T. CURTIS—Resumed

Senator CURTIS. I will not take any further time now unless there
are questions.
Senator Moss. Well, you are suggesting, Senator Curtis, that you

talked primarily about anything new or any updating that we have
in the project since basically this matter has all been considered be-
fore. Certainly, it would be the intent of the chairman here that we
could have a hearing limited in length because we will not need to go
basically into the whole concept here but really to bring it up to
date.
Senator Curris. Yes.
Now, I might pinpoint two things that the committee and the staff

might be on the alert for.
The figures used in the Senate last time were made prior to the

most recent cost allocation rules in regard to flood control, recreation,
fish and wildlife, and other things. As a matter of fact, we stated
last time that this project would repay by the landowners who use
water about three times the average amount that would be repaid in
the Missouri Basin. Actually, it is going to run more than that;
maybe three and a half times now, due to the new farming.
There is one other question which I do not suggest that we debate

at this time; I think it is a policy question for the two committees to
decide. The project as submitted through channels, the Bureau of
the Budget, had an area redevelopment allocation in it. The local
interests are not asking for this.
We realize it would create problems with recreation districts else-

where, and our suggestion is that midstate not be the guinea pig to
thrash out the pros and cons of merging area redevelopment, reim-
bursable projects, but that whatever general policy is adopted is
sponsored.

Also, I think it would be well to have the Bureau submit their fig-
ures as they come from the Bureau of Reclamation and also submit
the alternative figures if the question of area redevelopment were elim-
inated, because, as I say, that is something involved in the national
proposal. It did not originate with the local people, and they have
made no request for it.
I will not take any further time because I do wish to have you hear

the local interests and no doubt the Bureau people.
Senator Moss. Thank you, Senator Curtis.
Are there any questions?
Senator BURDICK. No questions.
Senator Moss. Senator Hruska's statement has been placed in the

record as requested.
Is Congressman Martin here?
Congressman Martin, would you care to make a statement or insert

a statement in the record?
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STATEMENT OF HON. DAVID T. MARTIN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEBRASKA

Mr. MARTIN. Mr. Chairman and members of the committee, I have
a statement here that I would like to insert in the record at this point.
Senator Moss. It may be inserted in the record.
(The statement referred to follows:)

PREPARED STATEMENT OF HON. DAVID MARTIN, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF NEBRASKA

Mr. Chairman and members of the subcommittee, I want to thank the chair-
man for the courtesy extended in taking time to hold hearings on our midstate
Irrigation and flood control project.
The midstate project is located in south-central Nebraska along the north

side of the Platte River, and it covers an area in width (north-south) of ap-
proximately 10 miles and in length (east-west) of 100 miles. There are ap-
proximately 550,000 acres of land within the midstate district boundaries, of
which about 363,000 acres are designated as arable. Some 260,000 acres are
now under irrigation from over 5,200 irrigation wells in this three-county area.
Of this acreage, according to a 1958 survey, 96,000 acres would receive water
from the district and 44,000 acres, which in 1958 was dryland farming, would
also receive water from the district. This latter figure, however, has since been
reduced because of the great number of irrigation wells which have been in-
stalled. These wells throw about 1,000 gallons of water a minute.
You are undoubtedly thinking now, Why should you need a reclamation project

when you already have irrigation? According to tests, our water table, over
the years, is dropping, due to the heavy discharge of water from our wells for
irrigation purposes. As a consequence, the primary purpose to be served by this
project is to recharge our underground water supply and assure this fertile val-
ley of adequate water for all future needs.
The total cost of this project, according to the department, is $84,384,000. Of

this amount, $55,431,000 is the project cost allocated to irrigation, of which
$43,236,000 will be repaid over 50 years by district revenues. The balance of
$12,194,400 is repayable from Missouri River Basin project power revenues.
The above repayment figures from district revenue is 78 percent of the ir-

rigation allocation and is one of the highest, if not the highest, percentage of
repayment of any Federal reclamation project in the country.
I would also like to make the point, which I feel is important, that the tax-

payers within this district have assessed a 1-mill levy on themselves since 1948
which has provided over $1,200,000 for engineering surveys, investigations, and
feasibility reports. This money has not come from Washington, but from the
pockets of the local taxpayers within the boundaries of the Midstate Irrigation
District.
I would also like to point out that at the special election held on October 29,

1957, for approval to continue this district and this authority to levy a 1-mill
levy, that the total "Yes" votes were 10,690 and the total "No" votes were 1,970.
Rural precincts in Buffalo County—my home county—carried this project by
815 votes for and 287 against. Rural precincts in Hall County carried by a
majority vote of 1,899 for and 288 against. In Merrick County, the eastern
county of this district, the rural precinct vote in favor was 487, and against
687.
I have with me, Mr. Chairman, a tabulation of this vote by precincts which

I would appreciate your including in the record at this point.
The benefit-cost ratios are as follows: The direct benefit-cost ratio is 1.52,

and the total benefit-cost ratio is 1.57.
The citizens of the midstate district, Mr. Chairman, have indicated sincere

interest in this project by their work over the past 20 years and by their vote
in 1957 which continues the tax levy against themselves in order to make this
project become a reality. The 78-percent repayment figure is most significant.
The duly elected officers from the Midstate Irrigation and Reclamation District

are present and will testify in support of this project. Also present, for the
first time, are two representatives of a newly formed organization, who will
appear in opposition to this project. You will be hearing from these witnesses,also.
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As the Congressman from the district which includes the midstate project,

I completely and wholeheartedly recommend the committee's approval of H.R.

2681 and S. 388. It is a good project—a sound project—and one which has

the approval of the taxpayers in the district

Senator Moss. If you wish to make any comment in addition, you

may do so at this point.
Mr. MARTIN. I would simply state in the expediency of saving your

time and in order to have more time for the public witnesses, I whole-
heartedly endorse this project; it is my hometown, in my county—

part of the project is—and I endorse it 100 percent.
Senator Moss. Thank you very much, Mr. Martin. I appreciate

that.
Here are copies of the statement if any of the Senators would like

to read it at this point.
Now I think we will call the departmental witnesses because the

proceeding yesterday was the other way around. We sometimes
run into more extended questioning, I think, by reason of not hav-
ing the statement of the Department first. So, we will ask Mr. Holum
and Mr. Palmer to come forward. I understand that Mr. Dugan,
Mr. Lee, and Mr. McBroom are all here. Mr. Dugan is the Regional
Director; Mr. Lee is the Assistant Chief of the Division oeProj-
ect Development; and Mr. McBroom is the Assistant Director for
Technical Services at Sport Fisheries.
Gentlemen, we appreciate your being here.
As you heard from our colloquy with Senator Curtis, we believe

that this hearing can profitably be handled really by an updating of
this project since basically it has been before us for a long time. The
fact has been approved by this committee in times past but we want
it brought up to date, if you could do that for us.

STATEMENT OF HON. KENNETH HOLUM, ASSISTANT SECRETARY

FOR WATER AND POWER DEVELOPMENT; ACCOMPANIED BY

WILLIAM I. PALMER, ACTING ASSISTANT COMMISSIONER FOR

RECLAMATION; H. P. DUGAN, REGIONAL DIRECTOR, DENVER;

J. KARL LEE, ASSISTANT CHIEF, DIVISION OF PROJECT DEVELOP-

MENT; AND JAMES T. MeBROOM, ASSISTANT DIRECTOR FOR

TECHNICAL SERVICES AND SPORT FISHERIES

Mr. HoLum. Thank you, Mr. Chairman.
I am most apologetic for appearing before you so often yesterday

and today and taking up so much of your time when you are so
busy.
However, in view of the fact that the matters we are considering

are important, we appreciate the opportunity to appear before this
committee on behalf of them.
If the chairman and the committee will indulge me, I plan this

morning to address myself to specific items that relate to the mid-
state project. After they have been discussed with the committee, I
should like for Bureau of Reclamation witnesses to discuss the specific
details of the project and its physical features.
As the chairman has already noted and Senator Curtis has noted,

this project has been considered in detail by the committee and in
the 87th Congress by the Senate. There are, however, a couple of

4
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matters concerning the midstate project that are sufficiently importantthat we discuss them this morning.
I have prepared a detailed statement, but I don't think that it wouldserve the purpose of the committee in your busy schedule if I were toread it. The statement I have prepared deals particularly with threeitems: The ability of the Missouri River Basin project to meet itsfinancial responsibility as it would be affected by the midstate project;the problems having to do with cost allocation to recreation and fishand wildlife and their reimbursement; and a general statement of therelationship of the midstate project to agricultural production to thegeneral economy of the State of Nebraska.

• Since we discussed yesterday, in relationship to the WhitestoneCoulee project and the Lower Teton project in Idaho, those mattershaving to do with cost allocation, I think we can skip over those verybriefly this morning because everything that I said with respect tothese other two projects applies equally to the midstate. project.The data that you have before you are formulated on the basisof the administration's views with respect to cost sharing of fish andwildlife and recreation costs. An amount of $17,806,000 will be re-quired from projectwide power revenues in order to assure the re-turn of all reimbursable costs within acceptable time limits.I want to call to the committee's attention that, because of the factthat costs allocated to fish and wildlife will be interest-bearing andtheir repayment will be deferred until after the project power invest-ment has been paid out, the power revenues from the Missouri RiverBasin project will be increased by $5,612,000.
This brings out the question that has been raised previously bymembers of this committee and other Members of Gong-ress ; that is,whether or not the Missouri River Basin project is able to providenecessary financial assistance to the midstate project under currentpolicies of the Congress and the administration. That, particularlyand specifically, is the question that I should like to deal with thismorning.
This committee knows that the Department has had this matter, theMissouri River Basin's financial position, under intensive review forthe last 3 years. In December, we transmitted to Chairman Jacksonof the full committee, and I am sure through him to all the membersof the committee, our report on the financial position of the MissouriRiver Basin project. The project was authorized in 1944.• We have prepared for the committee a summary of what. wasauthorized in 1944 and what has been accomplished in the 20 37earssince that time. I should note that this tabulation excludes all thesingle-purpose investments for the Corps of Engineers. The totalproject authorized in 1944 was $4,717 million. This is a large figureunless it is related to the fact that the Missouri River drains 10 of the50 States in our Union. It is the longest river in this country.The waters of the Missouri River not only make a substantial con-tribution to the economy of the 10 States in the basin from Montanato Missouri, but continue to contribute to the Nation's economy as theriver joins the Mississippi and flows from St. Louis down to NewOrleans and into the Gulf of Mexico.
As this is generally the type of project that was authorized 20 yearsago. I think these figures have some significance. Ninety-two percentof the investment authorized by the Corps of Army Engineers is
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completed; 20 percent of that of the Bureau of Reclamation is com-
pleted. We have made 16 percent of the total investment in irriga-
tion; however, this includes the cost of storage projects on the main
stream.
The specific irrigation facilities of the Bureau of Reclamation are

9 percent complete as contrasted with 65. percent of the investment
in power and 66 percent of the investment in navigation and flood
control.

This is the status of the Missouri Basin project. The legislation
which you are considering this morning would authorize the Nebraska
midstate project of the Missouri River Basin. We have had this
overall project, as I said, under intense financial review for the past
3 years. We found that the project had deteriorated from a financial
standpoint. It was necessary for us to deal with it; to find out what
the problems are; to see what could be done to increase revenues, and,
finally, take whatever action was necessary to get the project in con-
formity with policies that both the Congress and the executive branch
think should be applied for multiple-purpose resource projects.
One of the things, and there are many things, that contributed to

the worsening financial condition of the Missouri River Basin project.
I would like, particularly, to call the committee's attention to one fac-
tor that has made perhaps the greatest contribution of all. That is
the fact that the Missouri River Basin has just not produced the
amount of water that it had been expected to produce when storage
first became available in the early 1950's.
The third page of my prepared statement is a hydrograph that

I think sets out quite vividly the problem that we are confronted
within a hydroelectric power system in years that are deficient in
rainfall. Since storage became available, we have only had 1 year,
1962, when average runoff was available.
As a result of these water deficiencies, power revenues in the Mis-

souri River Basin project have been more than a hundred million
dollars below the amount that was anticipated when the project was
authorized by the Congress and power rates were set by the Depart-
ment. This is one of the things that we had to deal with.
The first thing that we thought was important was to see what could

be done to increase revenues within existing rate schedules utilizing
the facilities that were in existence. Several things have been done;
there are other things that can be done and may be done in the future.
Again I would like to call the committee's attention to just one item

that has been accomplished. The Department of the Interior has
available extensive transmission systems in the Missouri River Basin
project and elsewhere to carry out its responsibility for marketing-

hydroelectric power. The transmission system, I think, is well planned
but even on a well-planned system there is always excess capacity
available.
We found that it was possible to benefit the United States and the,

customers in this area to market some of the capacity that was avail-

able in these transmission facilities to the Missouri Basin Electric Co-

operative on a basis that would increaSe the revenues to the system
annually, revenues to the United States, by $980,000. This is a signifi-

cant contribution. We think there are other opportunities, and we are
hopeful that they will mature so that we may work out similar ar-
rangements with other systems in the area.

80-855-184---2



14 MIDSTATE PROJECT, NEBRASKA

However, it is necessary for us to get this project on a financial
basis to the satisfaction of everybody. We could not wait for all of
these things to mature. We completed our financial study on the
basis of only those things that would mature during 1963.
The Department's studies were based on the following fundamental

criteria:
(a) Commercial power investments would be repaid with interest

in not to exceed 50 years from the date of each block of investment.
(b) Irrigation investments associated with units of the plan in be-

ing or under construction on July 1, 1964, would be repaid as soon
as possible after completion of commercial power repayment.
(c) Irrigation investments associated with future units would be re-

paid within 50 years, plus permissible development period, after each
unit, division, or block of irrigable land would be available for irri-
gation service.
(d) Municipal and industrial water supply investment would be

repaid with interest with revenues from sale of water for this purpose.
The subcommittee will note that under the second principle, exist-

ing irrigation investments will not necessarily be repaid during the
50-year period following the development period. However, these
costs, which must be repaid from power revenues, will be the first
recovered when power revenues are available. They represent less
than 5 percent of the required irrigation assistance and only $5 mil-
lion will be deferred more than 5 years.

Senator ALLorr. Mr. Holum, could I interrupt you at that point?
Do you mean 5 years beyond the 50-year period? Is that what this
statement means?
Mr. HoLum. Five years beyond the 50-year period.
Senator ALLorr. Now, going back to your first sentence in that para-

graph, do I understand that paragraph to mean then that when the
irrigation is paid up or paid out according to the individual block
or unit that within 5 years there would be money available from the
Missouri River Basin funds to apply upon these 5 years of the irriga-
tion cost?
Mr. Hound. Senator,. I am talking in this paragraph about existing

irrigation investments, investments that have been made between 1944
and 1963. These irrigation investments were made at a time when
Congress was not specifically requiring repayment on the 50-year
period of time; they are minor investments.
When I say that they will be deferred more than 5 years, I mean 5

years more than the 50-year period that the Congress now requires.
Senator ALLoirr. Well, then, to straighten out my own mind on

this, would the Missouri River Basin funds be available to pick up this
5 percent at the termination of that period?
Mr. Houcrrd. Yes; they will be. That will be the first repayment that

will be made before any new investments in irrigation are made.
Under our payout schedule, power facilities will all be repaid in the
year 2014 and we will then immediately repay all of these existing
irrigation investments.
Senator ALLorr. Thank you.
Mr. HOLUM. The Department's financial report represents a joint

effort on the part of the Congress and the executive branch to stand-
ardize financial practices for water resource projects across the Nation.
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The Corps of Engineers' projects on the Missouri River are the only

corps projects in the country built during this particular period of

time that bear interest at 3 percent on commercial power investment.

All of the rest bear interest at 21/2 percent or less.
If we are to standardize and equalize financial practices across the

country, the Department should be granted authority to charge the

same interest rates on corps of Engineers' power investments in
 the

Missouri River Basin—and associated investment—as have been es
tab-

lished and which are now required to be charged for simil
ar corps

investments made at the same time in other parts of the Nation.

We have proposed legislation that would authorize a 21/2 per
cent

interest rate after July 1, 1964, on unpaid balances of investments i
n

Corps of Engineers' units started prior to that date. This can be

accomplished by amending the legislation being considered here to
day

to authorize the Nebraska midstate project.
Our legislative report does contain a suggested amendment to th

e

authorizing act of the midstate project that would accomplis
h this

purpose. The amendment, of course, can be considered in va
rious

ways by the Congress, added to various project authorizations, b
ut we

have particularly and specifically recommended in our legisla
tive

report that the committee give consideration to having this amenda
-

tory legislation to bring the Missouri River basin project into c
on-

formity with the rest of the country in the legislation authorizing the

midstate project.
Senator ALLorr. Mr. Holum, Congress has authorized various rates

of interest at various times, as you well know, and we have generally

authorized them in conformity with the situation that we foun
d

ourselves in at that particular time.
We started out REA at 2 percent, and at that time 2 percent was, in

my opinion, a completely reasonable amount for the Government to

charge because the Government's long-term obligations for money

borrowings were costing them less than that at that time, as you know.

Then, over the years, we found that this interest rate was gradually

increased. In the opinion of a great many people, including myself,

if we are going to hold our financial situation in the country at all

with respect to our balance of payments, I am sure that this is among

the No. 1 headaches of the President of the United States, as it was

his predecessor. We may have to go to higher interest rates.
Now, what this would mean is that you are really offering general

legislation covering interest rates on the Missouri River Basin for

this specific project, are you not?
Mr. HoLum. And only for that investment that had beeu made up

to the present time.
The Missouri River Basin project was authorized under unusual

circumstances. The Flood Control Act of 1944 was in a very real
sense of the word an omnibus bill authorizing construction by both
the Corps of Engineers and the Bureau of Reclamation. The interest

rates on all of the Bureau of Reclamation facilities are and remain
up to the present time 3 percent, and our draft of the legislation does
not change that. Future investments will be made on the basis of the
formula approved by the Congress.

Because it was an omnibus bill, perhaps it was not noticed at that
time. However, the legislation did not give the Department, or the
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administration the opportunity to deal with the Corps of Engineers
project at that time on the same basis as all of the rest of the country.

s Senator ALLoTr. What would be the effect? Is the interest on the
projects that have been built to this time less than the 21/2-percent
figure?
Mr. HOLUM. Senator, I have reviewed that somewhat. Naturally,

I did not participate in the decisions that were made between 1940
and 1962 in setting up these projects, but having reviewed the cost
of money to the Federal Government during that period it is fairly
easy to understand why the decisions were made to charge 21/2 per-
cent. The total cost of money to the United States during this period
averaged about 21/2 percent. Averaging all the investments, I think
it came to a little less than 21/2 percent. In 1950, for instance, the
interest rate on the total debt was 2.2 percent.
Senator ALLoTr. In 1950?
Mr. HOLUM. In 1950.
Senator ALLorr. Is that the long term?
Mr. HOLUM. That is the total debt.
In 1950, the long-term debt was 2.55 percent and it was fluctuatling

in this range during this entire period of time.
Senator Amorrr. Let me ask you this, Mr. Holum. I am not quite

clear what the effect of this amendment will be. Will it be to raise
the interest rate on the Missouri Valley project which has been built
to date?
Mr. HOLUM. No; it will decrease it from 8 to 21/, percent.
Senator ALLoirr. In other words, we might as well put this out on

the table; what you are proposing here is a subsidy of one-half per-
cent of the projects that have been built already on the Missouri
Valley River?
Mr. HOLUM. Senator, I don't think I would put it exactly that way.

When the investment was made, the cost of money was that and all
other Corps of Engineers investments made in all other areas of the
country were charged interest at 21/2 percent. So, what we are talking
about is a proposal to standardize the interest rates and give the Mis-
souri Basin exactly the same treatment as every other area of the
country was getting at that time.
We propose that from here on both the corps and the Bureau of

Reclamation projects would be on the basis of the formula in the
Water Supply Act of 1958. The proposed rate of 21/2 percent would
not apply to any investments made in the future; only the invest-
ments that were made prior to 1964.
Senator ALLoTr. Well let's put it this way, then: It amounts to ahalf percent windfall—f don't care what you call it; I think perhapsthe sooner we start calling these things by their real names, the soonerwe can face up to the real problems and try to solve them. It amountsto a half percent windfall for these projects over their now legal obli-

gations; is that correct?
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Mr. HOLUM. Over their existing legal obligations; that is correct.
On the other hand, I hasten to add that on all this investment during

the 20 years, and I don't have the investment schedule with me, but

during the period 1944 to 1964 our amendment proposes that the

entire Missouri River Basin would pay the 3-percent interest rate.

We are not suggesting that the 21/2 percent interest be applied retro-
actively. We expect to pick up these interest dollars.
Senator Auuorr. You are talking about the amortizations that fall

due from this date on?
Mr. Houcrm. From this date on.
Senator Auuorr. All right. Thank you. This clears up what you

are trying to do.
Mr. Houum. Even on the basis of these studies we have found, how-

ever, that this change in interest rate and. the other procedures that,

I will outline are not sufficient to meet the projects' financial obliga-

tions that we and the Congress expect the projects should. There-

fore we have concluded that it is necessary to increase revenues from

the Missouri Basin system by a million and a half dollars annually.

It will require a power rate increase of approximately 5 percent to

raise the power rate on 48 percent load factor power to 53/4 mills. This

rate increase would be applied only to the eastern division of the

project. The eastern division is all of the State of Montana that is in

the Missouri Basin, the States of North Dakota South Dakota, Ne-

braska, east of the 100th meridian, and Iowa and Minnesota.
We are prepared to increase power revenues by a million and a half

dollars annually by adjusting rates and firm power in the eastern

division when we have an indication from Congress that the financial

report that we have prepared is acceptable.
I think, Mr. Chairman, that that is a quick summary of our financial

report.
• I would like to add that with congressional acceptance of our rec-
ommedations to change interest rate and Department action to in-
crease power revenues that we can come before the Congress today
with confidence and say to the Congress that the midstate project

should be authorized; the Garrison project, which has already passed
the Senate, should be authorized and constructed. Other projects may
also come along at a reasonable rate and we will be able to meet the
financial requirements as they exist in both the congressional and
executive branch policy.
After the year 2018 the Missouri Basin project will produce ap-

proximately $40 million annually. It will be available to provide
financial assistance to irrigation and do the other things that the
Congress wants to do in accordance with its policies concerning multi-
purpose water resource development.
Senator Moss. Thank you, Mr. Holum. Your statement in full will

be placed in the record at this point.
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(The statement referred to follows:)

PREPARED STATEMENT OF HON. KENNETH HOLUM, ASSISTANT SECRETARY OF THE
INTERIOR, WATER AND POWER DEVELOPMENT

Mr, Chairman, and members of the subcommittee, on several previous occa-
sions, representatives of the Department and the Bureau of Reclamation have
testified concerning the matter which is pending before the subcommittee today.
I have had an opportunity to review the record that has been made concerning
the Nebraska midstate project from the standpoint of its economic justification
and its engineering feasibility, Nebraska midst,ate will be a valuable addition
to the Missouri River Basin project. The Senate has appropriately taken note
of this fact in passing previous measures to accomplish the purposes contem-
plated by S. 388.

Representatives of the Bureau of Reclamation and the other departmental
agencies are in the hearing room and are available to offer testimony on the
technical aspects of this project to the extent that the subcommittee feels that
such testimony is relevant and desirable. Accordingly, I would like to devote
my time to discussion of important policy questions that are implicit in this
proposal and our suggested amendments.
As is customary with units of the Missouri River Basin project financial

assistance, in this case $17,806,000, will be required from projectwide power
revenues in order to assure the return of all reimbursable costs within accepta-
ble time limits. On previous occasions, this subcommittee has evidenced con-
cern relative to the availability of these required revenues. Because of this
concern and that shown by other congressional leaders, the Department sub-
jected the finances of the Missouri River Basin project to intensive review and
study. This study was completed late last year and submitted to Chairman
Jackson of the full committee on December 17.
Our review of project financial affairs disclosed a steadily worsening repay-

ment condition beginning in approximately 1954 and continuing to the present
time. We found that there were a number of things which had contributed to
this condition. Perhaps, the most significant was the loss of revenue in the
early years of mainstem operation as a result of adverse streamfiow conditions.
The chart on the following page is a generalized hydrograph of the Missouri
River which illustrates that during the critical years of 1954-61, when the reser-
voirs were being filled, there was not a single year in which streamfiow attained
the 60-year average. Adverse streamfiow reduced power production and system
revenues by more than $100 million below the amount that would have been
available if the system had enjoyed normal water conditions.
During the 20 years since the original authorization of the Missouri River

Basin project, new policies have been developed with respect to financial man-
agement of multi-purpose water resource developments. We all agree that these
policies should be applied uniformly across the country and among the various
Federal agencies with water resource development responsibilities.
Although the Missouri River Basin project was formulated, authorized, and in

large measure constructed under financial criteria substantially different from
those applied today, the Department's December 17 report represents a program
of future financial management that will be consistent with current practices.
Before undertaking the analyses that culminated in our report on financial

position, December 1963, we tried in several ways to increase system revenue
and thereby improve project feasibility through administrative action. Our
most significant achievement in this regard was in connection with our contract
with the Basin Electric Cooperative through which excess transmission capacity
will be utilized by the cooperative to the profit of the Bureau's system. This
transaction alone will net $980,000 annually. We are confident that there will
be additional negotiations of this character, with cooperative groups and
investor-owned groups alike, that will further enhance system operation, and
Increase revenues. However, these opportunities which have not yet matured
into firm contracts were not considered in our financial analysis.
The Department's studies were based on the following fundamental criteria:
(a) Commercial power investments would be repaid with interest in net to

exceed 50 years from the date of each block of investment.
(b) Irrigation investments associated with units of the plan in being or under

construction on July 1, 1964, would be repaid as soon as possible after completion
of commercial power repayment.
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(c) Irrigation investments associated with future units would be repaid within50 years, plus permissible development period, after each unit, division, or block.of irrigable land would be available for irrigation service.(d) Municipal and industrial water supply investment would be repaid withinterest with revenues from sale of water for this purpose.The subcommittee will note that under the second principle, existing irrigationinvestments will not necessarily be repaid during the 50-year period followingthe development period. However, these costs which must be repaid from powerrevenues will be the first recovered when power revenues are available. Theyrepresent less than 5 percent of the required irrigation assistance and only $5million will be deferred more than 5 years. It should be noted that these unitswere constructed prior to the firm decision to require repayment during a50-year period.
The Department's financial report represents a joint effort on the part of theCongress and the executive branch to standardize financial practices for waterresource projects across the Nation. The Corps of Engineers projects on theMissouri River are the only corps projects in the country built during this par-ticular period of time that bear interest at 3 percent on commercial power invest-ment. All of the rest bear interest at 21/2 percent or less.
If we are to standardize and equalize financial practices across the country,the Department should be granted authority to charge the same interest rates onCorps of Engineers power investments in the Missouri River Basin—and asso-ciated investment—as have been established and which are now required to becharged for similar corps investments made at the same time in other parts ofthe Nation. We have proposed legislation that would authorize a 21/2-percentinterest rate after July 1, 1964, on unpaid balances of investments in Corps ofEngineers units started prior to that date. This can be accomplished by amendingthe legislation being considered here today to authorize the Nebraska midstateproject.
The Department's financial studies have demonstrated that the proposed modi-fication of interest rates is not sufficient, by itself, to bring the project into con-formity with the criteria I have discussed. To achieve this goal, revenues mustbe increased by $1,500,000 annually. We propose to secure these additionalrevenues by increasing firm power rates in the eastern division by approximately0.25 mills per kilowatt-hour. This represents an increase of about 5 percent inthe cost of this class of service.
I would like to emphasize that the 5-percent increase applies to firm poweronly in the eastern division of the project. The increase would not apply toother classes of electrical service, nor would it apply to sales in the westerndivision. The disparity in rates between the two marketing areas does not poseany problem in administration for we have had this situation for a number ofyears. Perhaps the significance and scope of this increase can better be under-stood when it is pointed out that the proposed increase would apply largely tosales in the Dakotas, central and eastern Nebraska, Iowa, and Minnesota. Theseareas, particularly the Dakotas and Nebraska have the most to gain in the wayof future irrigation development that will be possible through resolution of ourfinancial problems. Conversely, Colorado, Wyoming, and western Montanawould experience no rate increase, and perhaps this is fitting as the immediateopportunities for large-scale irrigation development are not so evident as they•are in the eastern areas.
In further connection with this contemplated rate increase, it is interestingto note that the customer groups have been most understanding of our problemand have, with few exceptions, supported our efforts to place this project on asound financial footing. As one customer has aptly stated, cheap wholesale powerwill be of little comfort to the retailer if all of his customers have been forcedto move to the city because of lack of economic opportunity in the rural areas ofthe Great Plains.
In other words, Mr. Chairman, the power interests, that is the preference cus-tomers, in the Missouri River Basin project marketing area clearly recognizethat regional growth is inescapably tied to prosperous agriculture, and theiracceptance of our proposed rate increase in their way of helping to bring thisabout. They have expected, of course, that we would manage and administerthe project in such a way as to keep wholesale rates as low as possible withinthe framework of existing law and sound policy.
The required additional revenues will be accomplished from a rate yielding5.75 mills for 48-percent load-factor power. This is in the general range ofwholesale rates now being charged by investor-owned utilities in those cases
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where cooperatives and municipalities are acquiring their power from non-
Federal sources. We would expect to initiate action to announce the applicability
of the new rates as soon as there is tangible evidence of congressional approval

of our overall plan of repayment.
With the proposed modification of interest rates in effect and power revenues

increased by $1,500,000 annually, we are confident that the Nebraska midstate
division and other Missouri River Basin project units that are ready for author-

ization can be authorized and constructed promptly with repayment assured in

accordance with current standards. Other units can be authorized and con-

structed on an orderly schedule. Following power payout in 2014 and the payout
of existing irrigation units in 2018, approximately $40 million, annually, in
power revenues will be available to assist irrigation repayment in the basin.
The authorization and construction is badly needed to bring a measure of

balance into the comprehensive program for the entire basin. I am deeply con-
cerned, as I believe the committee will be upon reflection, to observe that only
about 9 percent of the economically justified irrigation development has been
accomplished 20 years after initial authorization of the program. In contrast,
66 percent of the flood control and navigation investment in the total project and
98 percent on the mainstem have been completed. The tabulation on the follow-
ing page points up this disparity in rate of program achievement quite vividly.

Missouri River Basin project—Program and percentage accomplished as of
May 30, 1963

[Dollars in millions]

Total Irrigation Power

Flood
control
and

naviga-
tion

Fish and
wildlife
and

recreation

M & I
water
supply

Bureau of Reclamation:
Estimated total 3,601 2.414 742 291 115 39
To date 710 275 313 100 17 5
Percentage 20 9 42 38 16 13

Corps of Engineers:
Estimated total 1, 170 133 700 316 14 7
To date 1,080 130 619 310 14 7
Percentage 92 98 89 98 100 100

-- —
Total project:

Estimated total 4,771 2,547 1,443 607 129 45
To date 1,790 405 932 410 31 12
Percentage _ 37 16 65 66 24 27

NoTE.—Bureau of Reclamation cost data do not include undistributed investigations. Corps of Engir
neers information for main-stem facilities only. Does not include single-purpose flood control and naviga
tion facilities which are unrelated to Bureau of Reclamation program.

The second topic which I wish to discuss is executive branch recommenda-
tions designed to establish guidelines for cost sharing by recreation and fish
and wildlife enhancement. H.R. 9032, introduced by Chairman Aspinall, of
the House Interior and Insular Affairs Committee, is the legislation recom-
mended by the executive branch. It recognizes that many of the recreation
and fish and wildlife benefits of a project accrue to the people of the affected
area. It therefore prescribes that above certain limits, these costs shall be re-
imbursable from water and power revenues provided there is no local bene-
ficiary that can be expected to repay such costs.

Applying the principles of H.R. 9032 has resulted in adding $1,756,000 to the
interest-bearing reimbursable cost of the Missouri River Basin project. Be-
cause this amount cannot be repaid immediately, interest charges during the
period of deferment would increase the obligation to $5,612,000. This require-
ment on power revenues was not included when we prepared our overall fi-
nancial report, however, analysis shows that there is sufficient flexibility and
latitude in the investment schedules to accommodate this increased repayment
requirement without otherwise invalidating our study findings or exceeding the
permissible time limits for repayment of other reimbursable costs.
The third point to which I would like to address a few observations is the

relationship of this proposal to the commodity surplus problem. The record
will show, and succeeding witnesses will reaffirm, that only a minor part of
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the land resource contemplated for benefit by this proposal consists of new
lands. To the extent that these lands are now devoted to cereal grains and
feed grain production, we expect them to shift to forage, beets, corn silage,
and other crops more in keeping with those now being grown in the Platte
River Valley. The majority of the water to be developed by this undertaking is
in the nature of a replacement supply to stabilize the ground water at its pres-
ent level, or in certain cases to restore the water table to previous levels. Over-
pumping of the Platte River aquifer is an imminent and continuing threat.
Unless this trend can be reversed through such programs as the Nebraska mid-
state project proposal, we can expect a steady deterioration of the level of pros-
perity in this area. This could very easily result in further loss of economic
strength and vitality with further reduction in rural earning power and out
migration from the farm to urban centers.
The Department and the administration are therefore pleased to endorse the

objectives of this development and feel that there is no basic incompatibility
between it and the programs of the Department of Agriculture.
In summary, we believe that the policy considerations which have served

to delay consideration of Missouri River Basin project bills have been resolved
to the best of our ability and that there is no longer any reason why these pro-
grams should not go forward to authorization in this session of Congress.

Senator Moss. Do you have any questions, Senator Jordan?
Senator JORDAN. Yes.
Mr. Holum, you have previously explained to us the reason for

several years deficits in your power administration. You were unable
to market large blocks of secondary power, some of which must be
kept in available reserve. If you could get into other markets with
that you might relieve the situation.
Be that as it may, you come now today and you have another reason

for the deficits in the Missouri Basin. I think you said that the
deficit now is $100 million below your estimate.
Mr. HoLum. No; the revenues.
Senator JORDAN. And you said that it was due to the fact that the

flow of the water in the river had not come up to your expectations.
Mr. HOLITNI. That is one of the reasons, Senator. The other reasons

relate to very definite and I think improving policies, both congres-
sional and executive. These policies respecting allocations have been
changed, and different criteria have been applied. Nobody was talk-
mg about 50-year repayment for irrigation projects when the Missouri
project was authorized; we all are now, and we agree this is good
policy.

Senator JORDAN. Could we turn to your annual water supply chart
for the Missouri River at Sioux City? It would indicate that if your
rates are based on the average which goes before the year 1963 that
within the past 30 years or since 1930, at least, there have only been 10
of those 33 years from the water supply that have been above the
average and 23 years on which they have been below the average. Is
that correct?
Mr. HoLum. I believe it is.
Senator JORDAN. Under those circumstances, would you not think it

would he advisable to take into account the trend in the water supply
and adjust your rate to fit the water supply conditions of the last 33
years rather than the last 63?
Mr. HoLum. Senator, I think that that matter has been taken into

account. I should have said that our payout formula is not based on
hitting the 50-year target exactly. We have provided a cushion; we
plan to pay out in 481/2 years rather than 50 years. So, there is a
margin for safety.

•
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I think the important thing, however, is that it just takes one good
year to put this project in operation. Financially, we are much better
off today because. we had one good water year in 1962.
The problem is that during the years immediately after fl,11 this

storage had been constructed—constructed for flood control purposes

downstream—we had only one average water year. So, the Bureau

of Reclamation was faced with the responsibility of trying to pay out

empty reservoirs with power revenue from one good year; 1962 was

a good year. One more good year can fill all the reservoirs and put
us in a cyclical operation and this problem will disappear for all

practical purposes.
Senator JORDAN. Yes; the years and the decade 1930 to 1940 were

critical water years in most of the river basins of 
reclamation, 

espe-

cially so here. It seems to me that rather than go back to 30 or 40

years ago when you did have good water years and base your rate on

that average water supply, a prudent businessman would say, "Let's

adjust our rate schedule to the water supply that the last 30 years
have indicated." Would you not think that would be a fair and
more prudent way to base rates?
Mr. HoL-oar. I think, Senator, that it would be more prudent, but

I think that we have been prudent in the way we have based it. It
would not be unreasonable to expect the area to have adverse water
conditions and I would have to say probably this has very little
bearing on what we are talking about here this morning. It would
certainly be unfortunate if we are going to have drought in the area
as reoc,currences of the years we had in the 1930's, and because of that,
additionally penalizing this area and the country by breaking our
power rate because it didn't rain and they had drought conditions.
This is an area of the country that needs every economic stimulus

it can get and Senator Burdick won't mind me saying one of the
areas in the United States that has been losing population.
So, I think that while we want to meet congressional policy, while

we want to be sound, I think we do not want to penalize and anticipate
any more droughts or disaster than we have had already.

Senator JORDAN. Except you would like to get your income out of
power revenues.
Mr. Hou:rm. We certainly would, and we think that our hydrology

is sound, and we expect with confidence that we will start getting
some good water years.

Senator JORDAN. That is what I hope we do.
Do you employ the system of rolling maturity accounting in the

Missouri Basin?
Mr. HOL17M. Basically, we do. We provide that each facility shall

be paid out within 50 years and that the power revenues from the
total system will be available to continue to meet obligations.

Senator JORDAN. With each new project that comes on, do you then
take a 50-year power payout period dating from the time the last
project comes on for the whole system?
Mr. HOLUM. No; for that particular project.
Senator JORDAN. Just for that particular project; not for the whole

system. So, at the end of 50 years, there might be revenues available

or
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Mr. Hount. Mr. Lee wanted to be sure that my statement was com-pletely understood. I hope I have made it clear originally, that eachone of the power projects is paid out in its own 50-year period.
Senator JORDAN. I see.
So that, under those conditions, power revenues would be availablefrom some of the earlier projects constructed in the Basin to apply toirrigation.
Mr. HOLUM. Yes. Payout of the total project.
Senator JORDAN. Yes.
Is this the same system of accounting you employ elsewhere in theColumbia Basin?
Mr. HOLUM. Yes, sir.
Senator JORDAN. The same in all river basin systems?
Mr. HOLUM. Senator, I would not want to say they are all identical.

Each project has its own authorizing legislation; each area of the
country has its own peculiar problems and resource development op-
portunities, so they are not identical, but certainly everything that we
propose here is a move for standardization.
Senator JORDAN. Thank you.
No more questions.
Senator Moss. Does Senator Burdick have a question?
Senator BURDICK. As I understand, your formula is predicated on

two things: One is for repayment of structures for projects and the
increase in power rates, and one is the decrease in the interest chargeon the main stem of constructions; is that correct?
Mr. HoLum. On the Corps of Engineers investment up to the pres-ent time.
Senator BURDICK. When does this power rate go into effect.?
Mr. HOLUM. Senator, this is a hard question for me to answer

specifically.
We have made these payout studies because we wanted to make them,

and also specifically at the request of the Congress. We are ready toput the new power rates into effect as soon as we have an expression
from the Congress that what we have proposed is satisfactory. I
think it would be unwise to do so before that.

Senator BURDICK. What kind of an expression do you want from
the Congress, or what kind of an expression do you think Congress
should give?
Mr. HOLUM. Well, I might have a little trouble on that point, but I

guess action by the two committees, acceptance of the amendment thatwe have proposed.
Senator BURDICK. Have you proposed an amendment?
Mr. HOLUM. We proposed an amendment.
Senator BURDICK. Do you have a copy of it here?
Mr. HoLum. Yes;  it is contained in our legislative report. Mr.

Palmer pointed out that this is certainly true, that we would have to
conclude that if the Congress authorized the midstate project or the
Garrison project, that this would be a suitable expression.
Senator BURDICK. Any Missouri River project?
Mr. HOLUM. Yes. If the interest rates were specifically changed.
Senator BURDICK. Are you aware of the old fight between you and

the Federal Power Commission about having jurisdiction over rates
in this particular area?
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Mr. HOLUM. I know that there has been a problem here which has
had a considerable amount of congressional attention. I think this
committee or the full committee held extensive hearings and went quite
specifically to that point in 1957 or 1958.

Senator BURDICK. Any conclusion reached?
Mr. HoLum. The conclusion was, as the Department interprets it,

that the Congress accepted the principles which the Department of
Interior has followed.

Senator BURDICK. And that is that the Department had the au-
thority to set the power rates and interest rates, set the power rates?
Mr. HOLUM. The Department has the authority and responsibility

to set the power rates and, perhaps even more important, to use power
revenues to assist irrigation development.
. Senator BURDICK. And that is the way the Department has been
proceeding since what year
Mr. HoLum. Since the project was initiated.
Senator BURDICK. From the very beginning?
Mr. HoLum. Yes.
Senator BURDICK. The reason I ask is that the committee has re-

ceived a letter just recently from the Federal Power Commission rais-
ing this question once again. Are you aware of that?
Mr. HOLUM. Yes, Senator; I am.
Senator BI7RDICK. Any more comment to make on it?
Mr. HoLum. Well, I think that both the Congress and the Depart-

ment of the Interior have made themselves quite clear on this point.
I understand the letter of the Federal Power Commission went to the
point that power rates should be set under section 5 not section 9 of the
1964 Flood Control Act.
The important point is that we have to operate under section 9, and

through section 9, and Senate Document 191, the Federal reclamation
law applies with its authority to use power revenues to assist irrigation.
I think that the Congress has always intended, certainly they
made it clear in every other area of the country and they think it is
clear in the Missouri Basin project, that Congress intends hydroelec-
tric power to assist with repayment of irrigation costs.
Senator BURDICK. More or less an accepted pattern.
Mr. HOLUM. All over the country. I am not willing or able to

conclude that Congress intended something different in the Missouri
Basin. I don't think the law indicates that it did.
Senator BURDICK. Will this power rate increase put the Missouri

River Basin on the same footing as some of the other river systems,
two and a half percent?
Mr. HOLUM. Yes; it will. The interest rate will be the same, except

for a few corps projects where it was 2 percent, and it will be con-
sistent with the interest rate charged on the corps project.
Senator BURDICK. Is that interest charged on the Columbia Basin?
Mr. HOLUM. Yes.
Senator BURDICK. What other basins?
Mr. Hommr. All of the river basins of the country.
Senator BURDICK. Built by the Corps of Engineers?
Mr. HOLUM. Built by the Corps of Army Engineers.
When you say the "Columbia Basin," I ought to exclude Grand.

Coulee, which was built by the Bureau of Reclamation and the in-
terest rate is the same just as it is under our project.



26 MIDSTATE PROJECT, NEBRASKA

Senator BURDICK. Where the project had been built by the Corps of
Engineers, it has been two and a half percent?
Mr. HOLUM. Yes, sir.
Senator BURDICK. The two and a half percent applies to the con-

struction already made; right?
Mr. HOLUM. Yes; the existing investment.
Senator BURDICK. The individual projects such as Garrison, such

as midstate
' 

and the other projects, carry a different rate of interest,
do they not?
Mr. HOLUM. The future irrigation project?
Senator BURDICK. Yes.
Mr. HOLUM. Right. As future projects are built, interest will be

charged on the basis of a formula that Congress has applied in re-
cent years.
Senator BURDICK. And this two and a half percent on regional

structures, main stems and dams already constructed?
Mr. HoLuit. And transmission lines.
Senator BURDICK. And there is no retroactivity?
Mr. HOLUM. No; we are not asking to apply this retroactively from

the period 1944, to 1964.
Senator BURDICK. In this period of 20 years, you have been paying

the 3 percent?
Mr. HOLUM. That is correct.
Senator BURDICK. I guess that is all.
Senator ALLOTT. Mr. Chairman, I still have some questions if you

prefer to have them.
Senator Moss. I would appreciate it. I was just going to say we

are running out of time and we do have all of these Nebraska people
who have come here and I should not like to keep them over today if
we can help it.
Senator ALLoTr. Mr. Chairman, I will make mine very, very, very

short.
Senator Moss. All right. Go ahead.
Senator ALL= I would just like to make the comment along the

line of Senator Burdick's question.
It seems to me by offering this change in interest rate you are open-

ing up a Pandora's box. The people who agreed to pay 3 percent when
these projects were authorized—there is a difference did it with the
understanding that it would cost 3 percent. If you open up this Pan-
dora's box, I don't think this committee is ever going to get through
trying to adjust and equalize. I would be interested in doing a little
adjusting and equalizing on the Upper Colorado River Basin.
There is one thing that interests me about your table, and this is the

only hydrological table. Of course, we all recognize and know in this
area what happened in 1930, and really, in general, the drought which
prevailed at that time started receding in 1941 or had generally re-
ceded. I don't think that this table can be meaningful, not that I am
belittling the fact. I think it is helpful, but I don't think this table
can necessarily be meaningful in the sense of what you are going to
encounter in the future. For it to be meaningful, you would have to
come to the conclusion that the water development on the Missouri
River, I mean you could draw this assumption, has actually depleted
the total supply of water in that area.
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Again, you have to take the bad years of 1930 or 1931 to 1941 and
out of that you also have to take your very bad years of 1952 generally
to 1957, although this shows the worst year of all is 1961 on your table.
Maybe the hydrological experts are better able to estimate this, hat if
you would take these two very, very bad periods out of here, you would
have a completely different picture of this thing.
Of course, we are going to have bad periods in the future, too. So,

I don't know really what this table means, having lived in this area
through both of these periods—well, not this area, but just west to it in
the great State of Colorado, and Senator Curtis 
Mr. HoLum. It is part of the Missouri Basin.
Senator ALLorr (continuing). Having lived through this, I don't

know what conclusion we can draw as to water supply from this table.
Maybe some hydrological experts can tell us later.
Mr. HOLUM. Well, we would be very happy to do that but I think,

Senator, the only point we are trying to make is that during this criti-
cal period when the reservoirs should have been filled that unfortu-
nately we had bad water years—except 1962.
There was one good year; it puts water in these reservoirs and makes

it possible to generate a lot of power. You don't have to have storage; 
you don't have to have good years every year. We have to have a goo 
year to get the project started.
I would like to make one comment. The question Opening up the

whole question of interest rates for review by the Congress, the ques-
tion whether or not the people in 1944 agreed to recognize that they
were going to pay 3 percent in the Missouri Basin while all the rest
of the country was paying 21/2 percent, I would doubt very much if
that was true.
• The Flood Control Act of 1944 was enacted, as members of this
committee and the Congress know, under rather arduous circum-
stances. I do not think that anybody that has any conscience can say
that it was with deliberate intention by the Congress to impose, or
by the people of a basin to accept, different interest rates. I think it
would be an inadvertent act.
Senator ALLorr. I cannot agree with that. Joe °Mahoney, who

was then not a member of my party but one of the greatest minds that
we have ever had around this committee, was here at that table and I
think that the great Senator from Colorado, Senator Eugene Millikin,
was on this committee. I would never be completely convinced that
they were not aware of what they were doing in the difference in these
interest rates because these two minds just didn't overlook things like
that.
Mr. HOLUM. Senator, I certainly share your admiration for these

great Senators and others at the time who made a contribution to the
development of the Missouri River, but I do think that somehow or
other this did happen inadvertently, and it would not be the first time
adjustments have been made after the fact. It was the Norman
Project Act applied to the Colorado River Storage Project Act after
the fact and appropriately so.

Senator Moss. Applied to it, I think he said, which is true. We
applied the formula to the Colorado River.

Senator BuRnicK. Reduced it to 2.58. We applied the formula.
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Senator ALLorr. We applied the formula of the Small Projects Act
to the Colorado River—or the water supply—I beg your pardon. Not
the small project; the water supply.
Mr. HoLum. I think this was a very wise and gratuitous act on the

part of the Congress.
Senator ALLorr. In that particular area—and then I will quit, Mr.

Chairman; I want to give these Nebraska people a chance to be heard—
there you had the interest rate originally applied to the Colorado
River Storage Act completely out of kilter with everything.
Mr. HOLTJM. My contention is, as far as that goes, the Missouri

Basin is completely out of kilter.
Senator Moss. Obviously we are going to have to wrestle with this

in the committee.
Mr. HoLum. I understand.
Senator Moss. I think you stated your position very clearly.
Now, as a matter of procedure, I think, Mr. Palmer, could you—
Senator BURDICK. Could I have one more question on this subject

before we leave it?
Senator Moss. All right.
Senator BURDICK. What was the interest rate on the upper Colorado

area before the Norman formula was adopted?
Mr. PALMER. About 4 percent as I recall. It was not constant with

anything else the Congress had done.
Senator Buiuncit. What was that rate?
SPnator ALLorr. It was 2.58.
Mr. PALMER. 2.58.
Senator ALLOTT. Which was the long-term borrowing rate at that

time which is now 3143.
Senator BURDICK. The point I would like the record to show is we

did make an adjustment.
Senator Moss. All right.
Now, Commissioner Palmer, do you have anything more to add?
Mr. HoLum. May I be excused?
Senator Moss. As far as I am concerned, you may be excused, Mr.

Holum.
We will ask Commissioner Palmer if he could very quickly give

us the update of this project.
Thank you very much, Mr. Holum.
Senator Moss. You may go ahead Commissioner Palmer. We will

put the full statement in the record and ask for you to comment on it.

STATEMENT OF WILLIAM I. PALMER, ACTING ASSISTANT COMMIS-
SIONER FOR RECLAMATION

Mr. PALMER. It is a real pleasure to be here to help you celebrate
your birthday. This, as I recall, is the birthday of Congress and I
believe you are a right smart 175 years old. You are carrying your
age real well.
I have the full statement that I am going to submit for the record.

Let me hurriedly summarize.
Senator Moss. All right.
Your statement will be made a part of the record.
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(The statement referred to follows:)

PREPARED STATEMENT BY WILLIAM I. PALMER FOR THE BUREAU OF RECLAMATION

Mr. Chairman, we appreciate the privilege of appearing before your committee
on behalf of S. 388 to include the Nebraska midstate project as a unit of the
Missouri River Basin project. On May 20, 1960, and May 25, 1961, we testified
on similar bills, S. 2640, 86th Congress, and S. 970, 87th Congress, respectively.
Our statements on those occasions included considerable information concerning
the evolution of the plan of development, engineering costs, and the economic
and financial determinations that had then been made. These data have been
revised somewhat since those appearances; and although the plan of develop-
ment shown on the display map is unchanged, we are presenting revised informa-
tion on costs, benefits, and repayment to the committee today.
The estimated cost of the proposed unit has increased from $81,467,000 to

$84,202,000 solely as a result of applying cost indexes from the July 1958 price
level to the July 1963 price level. However, there have been no changes in the
basic plan for the project.
We have previously testified to the very gratifying cooperative spirit of the

local people and the high degree of support which they have shown in advancing
this proposal. About $ 1 y2 million of locally collected money has been expended
by the Nebraska Midstate Reclamation District in advancing the project to its
present state. Further, the district continues to manifest its faith in the ultimate
achievement of this undertaking by making funds available to the Bureau of
Reclamation for advance planning activities. In fact, leadwork which could
not otherwise have been started is now in progress using funds advanced by the
district.

It is worth noting in this connection that the physical plan for this project
was developed by the district at district expense. Accordingly, a measure
of cost sharing has already been achieved in advance of authorization. Under
-usual project investigation practice, the $1,500,000 already expended by the
district would have been financed by the Federal Government.
An assured water supply for the Platte River Valley in central Nebraska

has long been recognized as essential to maintain the present economy and for
the continued growth and prosperity of the area. Demands on the ground-
water aquifer are exceeding the practical limit of safe yield for irrigation and
other uses. The proposed Nebraska midstate project works would replenish and
stabilize the ground-water supply and make practical an expanded water use
in the area by the application of surface water for irrigation. Furthermore, the
project would regulate groundwater levels for all purposes by means of the
integrated system of reservoirs, canals, laterals, district wells, drainage facili-
ties, and floodways.
The interconnected upland reservoirs and wildlife developments along the

Platte River included in the plan would provide extensive fishing and water-
fowl hunting opportunities in an area where they are now limited. Studies
made by the Fish and Wildlife Service have confirmed this observation and
established the value of this project service. Its findings are concurred in
by the Nebraska Game, Forestation, and Parks Commission. Further, most
-of the interconnected reservoirs and their shorelines, together with planned basic
facilities, will provide extensive recreation benefits.
As mentioned earlier, no changes have been made in the basic plan for the

project—it remains as previously reported to this committee. We have con-
sidered it desirable, however, to reevaluate the economics of the project in the
light of the procedures, methods, and criteria adopted by the Department of the
Interior through administrative action as well as those set forth by the admin-
istration in Senate Document No. 97, 87th Congress, a statement approved on
May 15, 1963, by the President and which is more fully entitled "Policies, Stand-
ards, and Procedures in the Formulation, Evaluation, and Review of Plans for
Use and Development of Water and Related Land Resources."
Generally speaking, two changes in the benefit-cost analysis stem from Senate

Document No. 97, while a third factor affecting the project findings derived from
administrative change within the Bureau of Reclamation. Changes brought
about by the adoption of precepts embodied in Senate Document No. 97 occur
in the (1) estimation of benefits for area redevelopment, recreation, and fish
and wildlife, and (2) standardization of interest rates for economic evaluation.

30-855--64---3
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The third change relates to procedures for estimating irrigation benefits on
Federal Reclamation projects. Although adopted for Bureau-wide application
in August 1961, this hearing is the first opportunity that we have had to advise the
committee concerning the effect of the change on this project.
Mr. Chairman, our more detailed statement, which was designed to be offered

for the record, discusses each of these changes at somewhat greater length, and
we are also prepared to discuss them orally if the committee has any questions
concerning any one of them.
The combined effect of all of the foregoing changes on the benefit-cost ratio

of the Nebraska midstate project is an increase from 1.40 to 1.57. Both com-
putations make use of total benefits, 3-percent benefit discount rate, and the cus-
tomary 100-year period of analysis. It is significant to point out that the reduc-
tion in benefits to recreation and the change to 3 percent interest, each arising
from he requirements of Senate Document No. 97, have been more than offset
by increases in estimated total irrigation benefits, fish and wildlife benefits, and
the inclusion of benefits from area redevelopment. The effect of revised benefits
is also reflected in the cost allocation results spelled out in detail in our long
statement. Of particular interest to the committee will be the fact that of the
$55,431,000 allocated to irrigation, 78 percent will be repaid by Nebraska midstate
beneficiaries through water charges and ad valorem revenues. This is almost
five times the average of the overall comprehensive plan and approximately twice
that of the next best unit of the Missouri River Basin project which has been
constructed to date.
The Assistant Secretary has called attention to the fact that we propose this

project to be authorized in conformity with the administration's plan for uniform
cost sharing by fish and wildlife enhancement and recreation. Under this plan,
a portion of the cost ($10,143,000) allocable to fish and wildlife and recreation
would be nonreimbursable, and the remainder ($1,756,000) would be reimbursable
with interest from project revenues. Of course, the cost allocated to flood con-
trol would be nonreimbursable in accordance with longstanding public policy,
and the commercial power investment in the provisions for power penstocks
would be repaid with interest from projectwide power revenues.
Area redevelopment has been added as a nonreimbursable function in the

amount of $3,188,000.
We feel that it is important to emphasize that our recently completed analysis

of the adequacy of revenues for the entire Missouri River Basin project, concern-
ing which the Assistant Secretary testified at length, anticipated the requirement
to repay deferred commercial power costs and to furnish financial assistance for
irrigation. It is also appropriate to note that there is sufficient flexibility in the
investment schedules to provide for the repayment of the reimbursable invest-
ments in fish and wildlife enhancement and recreation without causing the period
for repayment of other investment to exceed allowable limits.
We therefore, conclude, Mr. Chairman, that the Nebraska midstate develop-

ment meets every test of desirability that has been developed by the Congress.
It has economic justification, as evidenced by the benefit-cost relationship; finan-
cial feasibility has been demonstrated by the overall financial analysis of the
parent Missouri River Basin project; and a responsible, aggressive repayment
entity is available to discharge the requirements that will be imposed on local
beneficiaries by authorization of the project through enactment of the pending
bill.
In summary, we heartily endorse this measure and commend it to you for early

and favorable consideration.

Mr. PALMER. Consider, if you will, this project is like one coordi-
nated development. There are two proposals and these I want to pin-
point. In the first place the payment arrangements are different from
those that normally follow. Under the Nebraska Reclamation District
law this area is organized into a reclamation district having ad valorem
taxing power on all of the land in the district; railroads, the widow's
property on the corner, the drugstore downtown, or the farm—what-
ever it happens to be pays ad valorem tax.
The repayment contract will be between the Federal Government

and Nebraska Mid-State Reclamation District. That district in turn,
and here is where we depart from customary projects, will enter into
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subscription contracts with individual water users. These will cover
roughly 140,000 acres of land to get surface water or well water de-
livered to it through project works. No land owner will be forced to
join the district other than the fact that they have organized the dis-
trict under Nebraska law. No individual will be forced to enter into a
subscription contract. The master district signs the contract with the
Government and in turn signs a subscription contract with the
individuals.

Senator Moss. But if there are not enough subscribers to bring the
revenues up, will the tax then go across the whole district ?
Mr. PALMER. The tax goes across the entire district.
Senator Moss. But the hope is that there will be enough subscribers.
Mr. PALMER. They have letters of intent from 125,000 acres. These

are not contracts in any sense of the word but the letters of intent
are on hand. As soon as the project is authorized the district would
attempt to reduce these letters of intent to actual contracts and they
think there will be no difficulty in getting contracts for about 140,000
acres. The payment summary is presented on 140,000 acres. The
uniqueness is the fact that the subscription contracts between the
master district and the individual parties will be the thing that covers
the payout.
Now, on top of this there are ad valorem revenues that are available

from taxing a much larger body of some 550,000 acres. I wanted to,
identify this because this is a little unusual.

Secondly, all lands directly benefiting from project wells or surfae.A
water releases from these reservoirs that you see in blue on the map
here 
Senator ALLorr. I interrupt you at that point. This ad valorem

tax is the same basis that is used in the Frying Pan in Arkansas.
Mr. PALMER. Exactly the same type and it also has somewhat the

same provisions as the Colorado act. They can levy a standard assess-
ment upon the project and if it gets in default they can increase that
revenue.
Senator ALLorr. All right.
Mr. PALMER. The second point I wanted to identify is that water

for all lands directly benefiting from the project is released from these
reservoirs or pumped from project wells. Gravity water will be
bound by the standard excess land law. This is approximately 140,000
acres. Now because of the widespread benefits that will accrue from
this project, a much broader area, maybe as much as 363,000 or 550,000
or a million acres, will get some benefit because of the flood waters
retarded and added to the underground water recharge. This land
will not be bound by excess land law. The reason it will not be so
bound is there is no way to identify the beneficiaries or the extent of
their benefit. We don't know exactly which way the water flows after
it gets underground. We know there is a tremendous underground
basin and there will be some benefits accrue to many people.
Now, the bulk of these people will be paying under the ad valorem

tax procedures for any benefits they get but we thought it would be
well to identify for the committee at this time that this is unique in
these two respects.
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Thirdly, I would like to point out that under the indexing pro-
cedure we have indexed the cost from $81 to $84 million in a manner
consistent with the procedure followed by the Bureau of Reclamation.
Nye prefer not to go back every year or two and redo a plan but to
simply take the basic plan and apply current cost indexes to it. We
have done so in this mstance. The plan itself is identical in form
with the one that was presented to this committee and passed by the
Senate.
Now, while congratulating the Congress on its birthday I did want

to pay particular compliment to the midstate people. They have
been very fine to work with and the cost to date of preparing the plan
and updating that plan has been borne pretty largely from district
revenues. They have advanced roughly a million and a half dollars.
Had this project gone forward as a usual project this would have been
at Federal expense. So the actual participation cost is much greater
than the figures that we show. Despite this, and without using this
credit, the district pays a very high percentage of the total irrigation
allocation, 78 percent will be repaid of the $55 million allocated for
irrigation.

Senator ALLorr. From irrigation ?
Mr. PALMER. Yes, from these 140,000 acres that will enter into sub-

scription contracts with the district. Of course, they will pay their
own maintenance cost.
Senator JORDAN. Leaving 22 percent only to be paid by power

revenue.
Mr. PALMER. That is correct, sir.
No; that is not correct. The 78 percent is of the $55 million irriga-

tion allocation. Now, there will be an additional subsidy. Actually
it is laid out in the detailed statement. These figures are on page 8.

Lastly, I would like to stress that the application of Senate Docu-
ment 97, the criteria established for multiple-purpose projects re-
sults in a benefit-cost ratio of 1.57 to 1. It is a good project and we
are happy to support it. The Senator from Nebraska identified the
area redevelopment problem. This was discussed yesterday also in
the committee.
I believe it would be helpful to the committee if Mr. Dugan identi-

fied and discussed some of the problems that Senator Jordan raised—
I believe Senator Allott also—in connection with the hydrology of
the river.
Mr. DUGAN. Thank you.
Referring to the chart that Assistant Secretary Holum explained

to you, this runoff is the kind we are used to in the West. It repre-
sents the deficiencies in flow during the 1930's similar to what we
have in the Colorado River and currently we are having in an addi-
tional series of bad years. In designing our projects we anticipate
that we will have to carry water into these drought periods and regu-
late it all the way through to be able to have a sustained yield. That
is the way the Missouri River Basin project is planned, the same as
the Colorado River storage is planned. We must in the years of flood
sustain releases for use in years during periods of drought. Un-
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fortunately, in the Missouri River Basin we were caught at the com-
pletion of construction with drought conditions and we just have not
been able to accumulate water during these drought periods.
Senator JORDAN. Mr. Chairman, just to elaborate on that, my un-

derstanding of this thing is that power is the result of head and
bottom; is that correct?
Mr. DUGAN. That is correct.
Senator JORDAN. Power is a product of volume of water dropping

through a head.
MT. DUGAN. That is correct.
Senator JORDAN. All right. My point was that the rate base has

been established on a higher level of water supply than prevails in
this basin, isn't that correct?
Mr. DUGAN. The difference is, sir, that we did not plan this project

to sustain water through the drought years looking at past years of
high runoff. We designed it to go through periods of critical drought
as in the thirties.

Senator JORDAN. But my point still is that you are dealing with less
volume of water than you anticipate, are you not?
Mr. DUGAN. We certainly anticipated we would have additional

periods in the future such as we had in the thirties, and this has proven
true. It just happens that this period of years is coming along after
the intervention of just a few years of high runoff. We would anti-
cipate that in the future we would have to go through these similar
periods.
Senator JORDAN. But you are still using a rate base calculated on

a much higher level according to the table?
Mr. DUGAN. If we were able to fill the reservoirs we would have

been able to produce power through these drought periods that have
occurred. Unfortunately we have the renewal of the drought and are
unable to perform.
Senator BURDICK. In other words, if the reservoirs had been filled,

do you mean that would have a relation on the power rate?
Mr. DUGAN. That would have had a relation on our ability to pro-

duce. We would have been able to produce a much higher level of
power had we entered this drought with the reservoirs filled.
Senator JORDAN. Even though it was of lower volume of water than

6 you originally calculated?
Mr. DUGAN. We planned on drought but we did not plan on starting

the project in the middle of a drought period.
Senator BuRpicii. In other words, if the project was started in the

period of normal flow, you probably would not have had this problem?
Mr. DUGAN. If it had been normal or above average, we would not

have had the deficiency in power to contend with.
Senator BURDICK. Then, over the period of the next 50 years you

probably will not have that problem.
Mr. DUGAN. We hope not.
Senator JORDAN. Then, the Senator said that power rates had been

based upon this average water supply, which because of the water
supply, had not met expectations, they were $100 million in arrears.
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Mr. PALMER. Senator, may I come back on the record for just 1
minute? There are two documents that I am sure that have been
transmitted to the Hill and one is the reevaluation statement on the
Nebraska midstate project.
Senator Moss. Yes, we have that.
Mr. PALMER. The second one, if the Congress wants it, is an analysis

of the project without the area redevelopment plans. This can be
supplied for the record.

Senator Moss. I would like that supplied for the record because
this would be considered by the committee.
(The analysis is as follows:)

NEBRASKA MIDSTATE PROJECT—SUMMARY OF A FINANCIAL ANALYSIS OF THE MID-
STATE PROJECT WITHOUT AN ALLOCATION TO AREA REDEVELOPMENT

COST ALLOCATION

Project costs, interest during construction, and O.M. & R. costs for the midstate
project are allocated concurrently by the separable costs-remaining benefits
method using a 100-year period of analysis and interest at 3 percent. Project
costs total $84,202,000; interest during construction amounts of $4,939,000; and
annual O.M. & R. costs are $863,100.

Separable and remaining joint costs are as follows:

Separable costs:
Irrigation 
Flood control 
Fish and wildlife
Recreation 
Future commercial

Total separable c
Remaining joint costs

Total project cost

Item
Project
costs

Interest
during con-
struction

Annual
O.M. & R.

 $30, 055,000 $1, 487, 000 $714, 900
10, 365,000 444,000 77, 900
2, 000, 000 110,000 7, 500

163, 000 10, 000 30, 000
power 1, 218, 000 54,000  

rsts 43, 801, 000 2, 105,000 830, 300
40,401, 000 2, 834, 000 32,800

3 84, 202, 000 4, 939,000 863, 100

In the midstate project, separable costs assigned to fish and wildlife, recreation,
and future or deferred commercial power actually are limited to specific costs.
Conversely, increments of joint costs as well as specific costs comprise the sepa-
rable costs for irrigation and flood control. Costs of the Prairie Creek Power-
plant and appurtenant facilities and distribution lines are included in separable
irrigation costs since that feature was planned to provide electric energy for
propect pumps.
In the cost allocation, which is shown in detail on the next page, joint costs

are allocated to irrigation, flood control, recreation, and fish and wildlife. The
allocation to future commercial power is limited to costs of minimum provision
for the addition of three commercial powerplants.
Inasmuch as there is no basic legisaltion providing for the nonreimbursability

of costs allocable to area redevelopment, that function is excluded from the
allocation at the express wish of the reclamation district.
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Allocation of costs

[Dollars in thousands]

35

Item

Benefits, capitalized
Alternative costs 

Project cost 
Interest during construc-
tion 

O.M. & R., capitalized

Justifiable expenditure 
Separable costs _ 

Project cost 
Interest during construc-
tion 

O.M. & R., capitalized _ _ _

Remaining justifiable expend-
iture 

Percent distribution 

Remaining joint costs 

Project costs 
Interest during construc-
tion 

O.M. & R., capitalized

Total allocated costs 

Project cost 
Interest during construc-
tion 

O.M. & R., capitalized

Allocated annual 0.M. & R _ _

Total Irrigation
Flood
control

Fish and
wildlife Recreation

Deferred
commercial

power

$178,013 $143,807 $16,368 $12, 292 $5, 546  
92,845 91,573  $1,272

65,727 64,509  1,218

3,924 3,870  54
23,194 23,194  

127,051 91,573 16,368 12,292 5,546 1,272
72,143 54,132 13, 271 2,347 1,121 1,272

43,801 30,055 10,365 2,000 163 1,218

2,105 1,487 444 110 10 54
26, 237 22, 590 2,462 237 948  

54,908 37,441 3,097 9,945 4,425  

100.00 68. 19 5.64 18. 11 8.06  

$44, 271 $30, 188 $2, 497 $8, 018 $3, 568  

40,401 27, 549 2,279 7,317 3, 256  

2,834 1,933 160 513 228  
1,036 706 58 188 84  

116,414 84,320 15,768 10,365 4,689 $1,272

84,202 57,604 12,644 9,317 3,419 1,218

4,939 3,420 604 623 238 54
27, 273 23,296 2,520 425 1,032  

863,100 737,200 79,800 13,400 32, 700  

Costs of alternative single-purpose projects to produce equivalent benefits have
not been estimated for flood control, fish and wildlife, and recreation. The Corps
of Engineers and the Fish and Wildlife Service both have advised that costs of a
single-purpose project would exceed capitalized benefits for flood control and fish
and wildlife. A similar situation applies to recreation.

REPAYMENT

Capital and annual costs allocated to flood control and fish and wildlife are
nonreimbursable under existing law. In addition, H.R. 9032 proposes that costs
allocated to both recreation and fish and wildlife enhancement be nonreimburs-
able, subject to provisions on cost sharing and reimbursability contained in that
bill.

Tests of those cost-sharing provisions on the allocations to recreation and fish
and wildlife involve identification of specific costs of lands and facilities for those
purposes, separable costs of joint features assignable to them, and total costs of
project features, which jointly serve fish and wildlife or recreation among other
purposes, so as to determine permissible limits of nonreimbursable costs.
The segregation of specific and joint costs on the following page shows specific

costs of recreation and fish and wildlife lands and facilities in the amount of
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$2,163,000. Total joint costs of project features serving recreation and fish and
wildlife among other purposes, such as irrigation, flood control and power,
amount to $51,766,000. No separable costs of those joint features are assignable
to recreation or fish and wildlife.
Except for the planned wildlife refuge and other specific features, the recrea-

tion and fish and wildlife benefits will arise from the bodies of water impounded
by the reservoir systems. These reservoirs also will provide irrigation water
supplies and a measure of flood control. Not only are the reservoirs' joint works
serving all these functions, but the diversion dam, supply canal, and structures
required to deliver water to the reservoirs, also are joint works. Other joint
works include reservoir outlets, spillway structures, and three of the floodways
which would carry any water spilled from the reservoirs to natural drainages.

Specific costs of recreation and fish and wildlife lands and facilities represent
a nonreimbursable investment of $2,283,000 including project costs of $2,163,000
and interest during construction of $120,000.

Midstate project joint project costs of $51,766,000 involve interest during con-
struction of $3,628,000 and a total investment of $55,394,000. Under provisions
of H.R. 9032, recreation and fish and wildlife costs allowable as nonreimbursable
joint investments would amount to $7 million for the first $40 million of joint
costs, and 10 percent of $15,394,000 ( which sum is in excess of $40 million)
amounting to $1,539,000. Thus, permissible nonreimbursable joint costs total
$8,539,000 consisting of $7,980,000 projects costs and $559,000 interest during
construction.

Segregation of specific and joint costs

[Thousands of dollars]

Specific costs of recreation and fish and wildlife development: Amount

Recreation  $163
Fish and wildlife  2,000

Subtotal    2,163

Other specific costs:
Prairie Creek powerplant  5, 587
Irrigation distribution and drainage works  18, 920
Electrical distribution system for project pumps and 115-kilovolt
interconnection    4, 574

Subtotal  29,081

Joint works not serving recreation or fish and wildlife: Chapman
Floodway  1, 192

Joint works serving recreation and fish and wildlife among other purposes:
Diversion dam  1,468
Main supply canal  3,793
Elm Creek Inlet control structure  253
Reservoir systems  28, 936
Wood River spillway structure  2, 005
Kearney and Shelton Floodways  6, 158
Lower Mid-State Canal and Floodway  4, 042
Reservoir outlet works  4, 377
General property and equipment  594
Previous investigations costs  140

Subtotal  51, 766

Total project costs  84, 202
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The following table compares costs allocated to recreation and fish and wildlife
with amounts allowed as nonreimbursable under H.R. 9032 so as to derive
the remainder of reimbursable costs for these functions:

Item Project costs
Interest

during con-
struction

Total

Allocated costs $12,736, 000 $861, 000 $13, 597,000
Nonreimbursable costs 10, 143, 000 679,000 10, 822, 000

Specific (2, 163, 000) (120, 000) (2, 283, 000)
Joint (7, 980, 000) (559, 000) (8, 539, 000)

Balance reimbursable costs, recreation and fish and
wildlife 2, 593,000 182,000 2, 775, 000

The costs allocated to future commercial power are limited to minimum provi-
sions for the addition of three commercial powerplants and an appropriate share
of interest during construction. This investment would become repayable with
interest as a part of Missouri River Basin project power costs commencing when
construction of those midstate project facilities is completed. No analysis has
been made of the effect of adding the deferred power costs to the Missouri River
Basin project power investment; however, to avoid the necessity of handling
the allocated costs in this manner, a further determination will be made during
preconstruction investigations of the feasibility of commercial power develop-
ment in the midstate project. If proven feasible, construction of all power
features could be accomplished initially, or, if proven infeasible, the cost of
providing for future power could be omitted from the plan.

Summary of allocations and reimbursable investments

Item Amount
Total project cost $84,202,000
Repayable interest during construction 236,000

Total investment 84,438,000

Nonreimbursable allocations:
Flood control 
Recreation and fish and wildlife 

12,
10,

644,
143,

000
000

22,787,000

Balance reimbursable 61,651,000

Future commercial power:
Project costs 
Interest during construction 

1,218,
54,

000
000

1,272,000

Recreation and fish and wildlife:
Project costs 
Interest during construction 

2,593,
182,

000
000

2,775,000
Irrigation, project cost 57,604,000

Total reimbursable costs 61,651,000
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Current repayment analyses indicate that the basinwide commercial power
investment will be amortized with interest by fiscal year 2014. With allowance
of time for authorization, preconstruction studies, and construction of the mid-
state project as scheduled, it is estimated that the reimbursable recreation and
fish and wildlife investment would enter plant-in-service about fiscal year 1978,
or 37 years before completion of repayment of the basinwide power investment.
Assuming that power revenues would be available in 2015 and that the reim-
bursable recreation and fish and wildlife investment would be repayable with
interest at 3 percent, the costs of $2,775,000 as of 1978 would accrue to a total re-
imbursable amount of about $8,284,000 by 2015.

Revenues
Revenues for repayment of reimbursable irrigation costs will be derived from

direct payments by water users using project service and from reclamation dis-
trict ad valorem taxes. The direct payments by the irrigators will be imple-
mented by contracts between individual landowners petitioning for service and
the reclamation district. In addition the 1947 Nebraska Reclamation District
Act provides the legal authority for the reclamation district to levy and collect
ad valorem taxes on all tangible property within the district boundaries.
Farm budget analysis was not made specifically for the midstate project. Irri-

gation payment capacity was derived by the application of farm budget data of
the north Loup division to the midstate area. Based upon a percentage distribu-
tion of irrigable land classes derived from sample areas, 39 percent of the ir-
rigable land, or 55,000 acres, was delineated as class 1 and 61 percent, or 85,000
acres, as class 2. Extension of the farm budget data to this distribution resulted
in a weighted average annual payment capacity of $10.15 per acre as shown
below:

_

Class 1 
Class 2 

Total or av

Payment Proposed
Irrigable lands Acres capacity

per acre
charges per

acre

55, 000 $12. 17 $11.15
85,000 8.85 8.11

n'age 140, 000 10.15 9.31

The payout schedule contained in the April 1958 report on the midstate pro-
ject proposed a water rate of $5.50 per acre-foot of water delivered with a mini-
mum of $7 per acre. Based upon the anticipated water deliveries of about 1.7
acre-feet per acre, these rates resulted in an average annual charge to the irri-
gators of $9.31 per acre. This rate is within the payment capacity of $10.15
and allows for contingencies and incentive. Therefore, an average annual pay-
ment of $9.31 per acre is proposed.
Ad valorem taxes from the reclamation district will provide a major source

of income. Under the enabling legislation, a maximum levy of 1 mill upon all
tangible property within the district boundaries is permitted prior to the delivery
of water. This levy can be increased to 2 mills after water becomes available,
and an additional levy of not to exceed 1 mill may be made in the event of de-
faults or deficiencies.
The assessed valuation of all tangible property in the reclamation district

approximates $134 million for 1963. A review of past records of assessed values
in the midstate area shows a significant increase over the past decade. Project-
ing this rate of growth, it is anticipated that the assessed value will total $150
million by the 10th year of project operation. Assuming valuations of $134
million and $150 million for the 1st and 10th years of operation, respectively,
annual revenues at the 2-mill rate would increase from $268,000 to $300,000.
Although impacts of the development may result in a higher rate of growth in
assessed valuations with corresponding increases in tax revenues, a constant
amount has been assumed for the period of operation beginning in the 10th year.
Total irrigation revenues, including payments by water users and ad valorem

tax levies, would amount to $1,571,400 in the first year of operation. Anticipated
increases in assessed values will raise these revenues to $1,603,400 in the 10th
year and this sum is projected uniformly throughout the remaining payout
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period. Deduction of allocated annual operation, maintenance, and replacement
costs of $737,200 results in an annual amortization capacity or $834,200 initially
and $866,200 by and continuing from the 10th to the 50th year of operation as
shown in the following table:

Annual amortization capacity

Year of operation
Payments by
irrigators

Ad valorem
tax levies

Total
revenues

Allocated
annual

0. M. & R.

Annual amor-
tization
capacity

1 $1, 303, 400 $268,000 $1, 571, 400 $737,200 $834,200
2 1, 303, 400 271,600 1, 575, 000 737,200 837,800
3  1, 303, 400 275,200 1,578, 600 737, 200 841,400
4 1,303, 400 278,800 1, 582,200 737, 200 845,000
5 1, 303, 400 282, 400 1,585, 800 737, 200 848, 600
6 1, 303, 400 286,000 1, 589, 400 737,200 852,200
7 1, 303,400 289,600 1,593, 000 737, 200 855,800
8 1, 303, 400 293,200 1, 596, 600 737, 200 859,400
9 1, 303,400 296, 800 1, 600,200 737,200 863, 000
10 to 50 1, 303,400 300, 000 1, 603, 400 737, 200 866,200

Although lands in the project area of 140,000 acres would be provided irriga-
tion service by blocks as groups of features are constructed, an overall period of
50 years is applied in the repayment analysis without adjustment for time of
initial service to blocks of land. As scheduled, initial service to blocks of land
would span 3 years. The 50-year repayment period would follow a 5-year devel-
opment period. As proposed in the April 1958 midstate report, the reclamation
district would use its tax resources during the development period to meet annual
O.M. & R. expenses and to accumulate a reserve of funds for future operations
and repayment obligations.

Repayment of irrigation costs
Total project repayment during a 50-year period will amount to $43,151,600.

This total would not retire all reimbursable costs; however, it would repay 75
percent of the irrigation allocation of $57,604,000.
A repayment summary of reimbursable irrigation costs follows:

Item Amount

Project cost allocated to irrigation $57,604,000
Repayment-50 years-district revenues 43,151, 600

Balance repayable by Missouri River Basin project power
revenues 14,452,400

The balance of irrigation costs not reimbursed by the reclamation district
during a 50-year repayment period would be amortized along with irrigation costs
of other Missouri River Basin project units by basinwide power revenues. The
requirement to provide such financial assistance to the Nebraska midstate project
was anticipated in the preparation of the studies summarized in the Report on
Financial Position, Missouri River Basin Project, December 1963. That report
thus demonstrates that revenues are in prospect with which to repay all reim-
bursable costs of the proposed midstate project within 50 years plus a develop-
ment period. On a per-acre basis, the midstate project irrigation investment
amounts to $411 of which $308 would be paid by the district in 50 years and $103
represents required power revenue assistance.
It is contemplated that the reclamation district will operate and maintain all

Project facilities except fish and and wildlife and recreation features. Proper
arangements can be made in the repayment contract for handling the portion of
O.M. & R. costs allocable to nonreimbursable purposes not otherwise financed.
With respect to fish and wildlife and recreation facilities and reservoir lands
used for those purposes, it is proposed to enter into agreement with an appropri-
ate State or local agency for administration and operation of such facilities
including responsibility for meeting their annual O.M. & R. costs. In the absence
of such arrangements, however, provision should be made in the authorization for
Bureau operation of those fish and wildlife and recreation lands and facilities.
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CONCLUSIONS

The midstate project will benefit most of the 550,000 acres contained within
the reclamation district boundaries. The benefit analysis evaluates only those
benefits accruing to 303,000 acres of land, of which 140,000 acres would receive
direct service and 163,000 acres would benefit from improved and stabilized
ground water supplies. Although not evaluated, benefits will accrue to other lands
potentially irrigable from stabilized ground-water supplies. Other important
benefits will arise from flood control, fish and wildlife, recreation, and area re-
development aspects of the project. The analysis of the midstate project shows
benefit-cost ratios well in excess of unity on the basis of either total benefits or
direct benefits only.

Allocated reimbursable costs to irrigation amount to $57,604,000, or 68 percent
of the total project costs of $84,202,000. Revenues available from the reclama-
tion district will return 75 percent of those irrigation costs in 50 years after
meeting O.M. & R. expenses.
The midstate project report of April 1958, the evaluation statement of January

1960, and the reevaluation in this statement adequately demonstrate project jus-
tification and feasibility for purposes of authorization as a division of the Mis-
souri River Basin project. Before construction is initated it will be necessary
to prepare a definite plan report, certify the irrigability of lands, and execute
repayment contracts as are required for other divisions of the basinwide project.

Senator Moss. Mr. McBroom, I believe you have a statement, is that
correct?
Mr. McBRoom. Yes, Mr. Chairman. I need not read this statement.

I am Assistant Director of the Sport Fisheries and Wildlife. I have
Mr. William White of our Bureau with me.
Our Bureau has examined this project in accordance with law and

usual practice. We have previously submitted statements to this
committee about it. We submitted them to the House earlier this
week. There is no change from our previous testimony. This is a
good project from the standpoint of outdoor recreation and fish and
wildlife and we commend it to you.
Senator Moss. Thank you, Mr. McBroom. Your statement will be

placed in the record as if fully delivered. We are glad to have you
conform in accordance with your previous statement. We also have
a statement filed by the Bureau of Reclamation which will be included.
(The statements referred to follow:)

PREPARED STATEMENT BY JAMES T. MoBnoom, ASSISTANT DIRECTOR, TECHNICAL
SERVICES, BUREAU OF SPORT FISHERIES AND WILDLIFE

The midstate reclamation project can help meet the Nation's needs for outdoor
recreation. These needs have been pointed up in the report of the Outdoor
Recreation Resources Review Commission and by the second national survey of
fishing and hunting. The national survey revealed that between 1955 and 1960,
hunting and fishing in the United States increased by 2Y2 times the rate of addi-
tions to the population. It seems generally agreed that our citizens must have
additional opportunities for outdoor recreation.
The midstate project offers an unusually fine opportunity to develop fish and

wildlife resources. Its system of reservoirs and other waters will provide sport
fishing for many Nebraskans, including residents of Omaha and Lincoln, as well
as out-of-State tournists traveling the interstate highway which is now being
constructed nearby. Its habitat for ducks and geese will fulfill a long-recognized
need for a national wildlife refuge in this part of the central waterfowl flyway.

Essential features of the midstate project plan include acquisition and devel-
opment of an 11,000-acre area along the Platte River which would serve as a
combination Federal waterfowl refuge and State-managed public shooting area.
Water for ponds in this area would be supplied by the project. The plan also
provides for acquisition of 3,000 acres at three of the project reservoirs and
management of these areas for waterfowl by the Nebraska Game, Forestation,
and Parks Commission. Additional fish and wildlife measures include location
of canal inlets to furnish good fish opportunities; design of pump intakes to
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permit installation of fish excluders; construction of fish attractors to improve
fishing success; selective clearing of reservoir sites; acquisition of adequate
land adjoining reservoir sites to permit utilization of fish and wildlife re-
so ur c es ; assignment of specified lands to the Nebraska Game, Forestation, and
Parks Commission and the Bureau of Sport Fisheries and Wildlife for fish and
wildlife management purposes; and such reasonable modification in project
operations as may be recommended for fish and wildlife purposes by the Sec-
retary of the Interior or the Nebraska Game, Forestation, and Parks Com-
mission.
The Platte River has been famed for its spectacular concentrations of water-

fowl during migrations and its opportunities for waterfowl hunting. In recent
years, however, the portion of the river near the project has been dry well into-
the hunting season with consequent decline in the number of waterfowl using:
the area in the fall. The midstate project, by furnishing a permanent water
supply in its reservoirs and to the refuge area, could be counted on to attract
larger numbers of waterfowl than frequent the area at the present time. Hunt-
ing opportunity would thus be greatly increased in the area. In addition to
these locally accruing benefits, development of waterfowl habitat in the project
would materially aid in maintaining the number of birds using the central
flyway, which encompasses the block of States from Montana and the Dakotas
extending southward to Texas and New Mexico. A better distribution of the
birds also would result.
The Bureau of Sport Fisheries and Wildlife has computed fish and wildlife

monetary benefits of the midstate project at $389,000 annually. This is con-
sidered a conservative estimate of the benefits which are a reflection of the use
expected to be made of these resources by the public. Our estimates of expected
fisherman use were based on intensive creel census studies reflecting actual use
of existing fishing waters in Nebraska. It is expected that the project will
increase fishing by 306,000 man-days, waterfowl hunting by 6,000 man-days,
and big-game hunting by 100 man-days on the average each year.
A total of $1,500,000 has been included in the project costs for wildlife refuge

land acquisition and construction of basic facilities and for acquisition of water-
fowl areas at the three reservoirs. An additional $500,000 has been included in
project costs for minor project modifications relating to fish and wildlife. An-
nual operation and maintenance costs of the project amount to $7,500 for fish
and wildlife features, including the water supply for waterfowl areas.

After initial development of the acquired lands for the national wildlife
refuge and State-managed public shooting areas, the Bureau of Sport Fisheries
and Wildlife and the Nebraska Game, Forestation, and Parks Commission would
be responsible for funding the subsequent development, operation, and mainte-
nance costs of the respective areas. The midstate reclamation project offers splen-
did opportunities for fish and wildlife improvement along with the other project
purposes—irrigation, water supply, flood control, recreation, and hydroelectric
power production. We and the Nebraska, Game, Forestation, and Parks Com-
mission consider this to be one of the most important and significant develop-
ments ever proposed in the State.
We strongly support the enactment of S. 388 or similar bills, for the reasons

here presented.

STATEMENT FILED BY TIIE BUREAU OF REOLAMATION

Mr. Chairman and members of the committee, we are pleased to have the
opportunity again to appear in support of legislation to include the Nebraska
midstate project in the Missouri River Basin project. We also appeared in this
regard during the occasion of hearings of the 86th and 87th Congresses. On
those occasions, extensive testimony was offered concerning the evolution of
the plan of development, engineering costs, and the economic and financial deter-
minations that had been made. There have been no new feasibility studies,
although reanalyses and a reevaluation have been made.
An assured water supply to the Platte River Valley in central Nebraska has

long been recognized as essential to maintain the current economy and for the
continued growth and prosperity of that area. Our report on the Missouri
River Basin project—Senate Document No. 191, 78th Congress—contemplated
service to the area included in the Nebraska midstate project. However, that
plan was predicated in part upon the use of water to be imported from the Loup
Rivers, which might have involved water right difficulties inherent in interbasin
transfers of water within Nebraska.
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The Nebraska midstate plan does not involve such transfers, but provides
for an integrated and effective use of surface and ground water available locally.
if, in future years, the need for additional surface-water supplies should become
apparent and if the existing impediments to interbasin transfers of water should
be clarified favorably or removed, the project works we are now considering
could continue in use and be expanded to utilize imported water easily and
economically.
The sponsors' original intention was to build the midstate project entirely with

their own funds, but they found that the costs of such a project would have been
beyond their ability to finance. Therefore, they proposed that authorization
be sought for a Federal Government loan for that portion of the cost which, under
a Federal project, would be reimbursable and proposed that grants be sought for
the nonreimbursable functions.

Bills to provide for such a Federal loan and grants were introduced beginning
in 1953. After these bills had been considered by two Congresses without enact-
ment and since the proposed project plan embraces irrigation, flood control,
hydroelectric power, recreation, and fish and wildlife, all prime purposes recog-
nized in the multipurpose Missouri River Basin project, the sponsors decided to
seek authorization as a unit of the Missouri River Basin project.
The plan as now proposed was developed by consultants to the Nebraska

Midstate Reclamation District. Engineering cost estimates were reviewed by
the Bureau of Reclamation, and adjustments were made in those areas of the
engineering design where differences were noted.
The total estimated cost of $81,467,000, based on July 1958 price levels, has

been indexed to $84,202,000 to reflect July 1963 price levels. Otherwise, it

reflects the same basic plan as presented to the committee in previous testimony.

The cost estimate is approved as to adequacy by the Bureau of Reclamation and

the private engineering consultants who performed the original work.
Local sponsors have expended over $1,500,000 of moneys collected by general

solicitation and ad valorem tax levies on district property in investigating this

project, writing the report, and in presenting the plan to the Congress. Coop-

erative leadwork of the Bureau of Reclamation has been, and continues to be,

financed mostly by the district. To this end, the district advanced $388,000

through December 1963 and has authorized an additional $50,000 for subsequent

use. This is evidence of the outstanding local interest and active sponsorship

of the project and vouches for the sincerity and good faith of the sponsors.

Construction and operation of the proposed works would rescue a highly devel-

oped and growing agricultural area from its complete dependence on a ground-

water aquifer where demands thereon appear to have exceeded the practical

limit of safe yield. The project proposes to replenish and stabilize the ground

waters and to expand the water use in the area by application of surface wat
ers

for irrigation and by careful regulation of the ground-water levels for all p
ur-

poses through a complex but integrated system of reservoirs, canals, laterals,

district wells, drainage facilities, and floodways.

The water supply from surface- and ground-water sources to be developed

by the project is adequate to furnish service directly to 140,000 acres a
nd indi-

rectly benefit an additional 163,000 acres of presently irrigated land within

the total arable land resource of 363,000 acres within the district boundari
es.

Although the specific tracts to be served directly have not been delineated with

precision, the irrigation experience within the district and sample area classi-

fication of lands furnish adequate assurance of sufficient high-quality lands to

afford an economical distribution system layout. It is planned that detailed

land classification now underway and farm budget analyses, distribution and

drainage system designs, and other required studies will be conducted during

postauthorization studies for preparation of the customary definite plan report.

Also, at that time we would develop more detailed estimates of operation, main-

tenance, and replacement expense and payment capacity so that the repayment

ability of the irrigators would be known with more exactness.
The interconnected upland reservoirs and wildlife developments along the

Platte River as included in the plan would provide extensive fishing and water-

fowl hunting opportunities in an area where they are now limited. The Bureau

of Sport Fisheries and Wildlife has estimated average annual fish and wildlife

benefits at $389,000. Further, many of these reservoirs and their shorelines,

together with planned basic facilities, will provide extensive recreation benefits

estimated by the National Park Service to average $175,500.
Collectively, the proposed multiple-purpose reservoirs, canals, and floodways

would furnish a high degree of flood protection to the district lands and prop.
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erty and to other areas in the Platte River Valley. The Corps of Engineers,
Department of the Army, has calculated the average annual benefits which would
be realized from this protection to be $518,000, and those benefits were used as
the basis for the allocation of costs to this purpose.
In recognition of the Area Redevelopment Act of 1961 and the policies and

standards of Senate Document 97, 87th Congress, we have evaluated the area
redevelopment benefits of the project. These standards permit the measurement
of benefits attributable to values of labor and other resources required for
project construction and expected to be used in project operation, maintenance,
and area employment when, in the project's absence, this labor and these re-
sources would not be fully utilized. Two of the midstate counties, Buffalo and
Dawson, are contained in a designated rural redevelopment area. Considering
construction and operation and maintenance expenditures in these two counties,
we conservatively estimated such annual equivalent benefits to average $148,900.
This total comprises $89,700 of wages paid to unskilled workers during construc-
tion and $59,200 in operation and maintenance salaries over a 20-year period.
In order to bring our proposal up to date, it was necessary to reanalyze and

reevaluate the project to reflect changes in price levels for construction work
and to assess the effect of changing procedures, methods, and criteria for analy-
sis of water resource development projects.
As pointed out earlier, the construction costs have been indexed to current

price levels. Certain other revisions of the analysis have been made to take
into account the precepts of Senate Document No. 97, 87th Congress, a statement
approved by the President on May 15, 1962, and more fully entitled "Policies,
Standards, and Procedures in the Formulation, Evaluation, and Review of Plans
for Use and Development of Water and Related Land Resources."
The interest rate applicable to fiscal year 1964, and as used in the current

study, is 3 percent, as compared to a value of 2% percent utilized in earlier evalu-
ations presented to the committee.
Changes in benefits attributable to fish and wildlife and recreation also result

from the provisions of Senate Document No. 97. Fish and wildlife and recre-
ation benefits are derived from a schedule of values developed by a panel of con-
sultants representing the President's ad hoc National Water Resources Council
and are based on an evaluation of what users might be willing to pay as distinct
from the sportsman-expenditure method previously used.

There have been increases and decreases in the benefits that have had a com-
pensating or offsetting effect on the benefit-cost ratio. An especially significant
factor has been the adoption of irrigation benefits deriving from farm budget
analysis of enterprises, cropping practices, and yields logically expected to de-
velop by the economic midpoint in the period of economic analysis. Previously,
the Bureau of Reclamation has estimated benefits on the basis of conditions
forecast for the beginning of the repayment period. This did not take into account
the evolutionary trends actually observed on most large irrigation developments
and, to that extent, understated the probable increase in benefits to be expected
from irrigation development.
A comparison of the benefits as determined from the previous analysis and

the current reevaluation is as follows:

Purpose

Annual benefits

Previous
analysis

Current
evaluation

Irrigation $3,109,000 $4,551, 000
Flood control 512,100 518,000
Recreation 480, 000 175, 500
Fish and wildlife 380, 500 389, 000
Area redevelopment None 148, 900

Total 4,481,600 5,782,400

The benefit-cost ratio, making use of the foregoing benefits discounted at 3
percent per annum and revised construction cost estimates, is 1.57. This com-
pares with the previous value of 1.40. Both ratios make use of total benefits for
the prescribed 100-year period of analysis.
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The following tabulation shows the effect of revised cost allocation studies,
making use of updated benefits:

Purpose

Allocated costs

Previous
analysis

Current
evaluation

Irrigation 
Flood control 
Fish and wildlife 

$51, 964,000
17, 345, 000
10, 846, 000

$55, 431,000
12, 466, 000
8, 738,000

Recretation 163,000 3, 161,000
Commercial power (deferred) 1, 149, 00 1, 218, 000
Area redevelopment None 3, 188,000

Total 81, 467, 000 84, 202, 000

In accordance with prevailing provisions of reclamation law, the costs al-
located to irrigation would be reimbursable without interest, and those allocated
to flood control would be nonreimbursable. Costs allocated to fish and wildlife
enhancement and recreation would, as provided by the administration's proposed
bill for establishment of uniform cost-sharing policies for these purposes, be
nonreimbursable in the aggregate amount of $10,143,000. Fish and wildlife
enhancement and recreation costs in excess of this amount, or $1,756,000, would
be reimbursable with interest, as would the deferred commercial power alloca-
tion. The allocated costs of $3,188,000 to area redevelopment would be nonreim-
bursable.

Prospective water users would repay from water service charges and ad
valorum assessments over a period of 50 years after conclusion of an appropriate
development period an estimated amount of $43,236,600, or 78 percent of the
costs allocated to irrigation.

Costs in excess of this amount ($12,194,400) plus the reimbursable fish and
wildlife enhancement and recreation allocations would be returned from basin-
wide power revenues of the Missouri River Basin power system. The latter
amount, when capitalized for 37 years until power revenues would become avail-
able, would have increased to $5,612,000.
The report on financial position, Missouri River Basin project, December 1963,

submitted by the Secretary of the Interior to the chairmen, Interior and Insular
Affairs Committees of the Senate and House of Representatives, anticipated the
repayment of the deferred commercial power investment and necessary financial
assistance to irrigation arising out of the proposed Nebraska midstate develop-
ment. The revenue requirements for return of interest-bearing fish and wildlife
enhancement and recreation costs were not anticipated in the preparation of the
studies supporting the report on financial position; however, review of these
studies indicates that these obligations can be met within permissible time period
without invalidating the ability of the basinwide power system to meet other
reimbursable obligations.
The Nebraska midstate project report of July 1958 and the current reevaluation

statement accompanying the Department's legislative report on the measure
under consideration conclusively demonstrate economic justification and finan-
cial feasibility of this development for authorization as a division of the Mis-
souri River Basin project.
The water users can and have expressed a willingness to repay a higher

percentage of the cost of this project than any other Missouri River Basin
project unit and higher than most projects being considered elsewhere. For these
reasons, we commend this legislation to the committee and recommend its early
approval.

Senator Moss. Did any of you other gentlemen have a statement to
put into the record?
We appreciate your coming to testify. We realize that this is not

a little project and it is hard to squeeze it into the time that we have
but you have cooperated wonderfully and I think we have a good
record.
Thank you.
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Now, the witnesses who are here from Nebraska I understand will
have a spokesman for the proponents and a spokesman for the oppo-
nents, although the record will carry the names of all those who were
present and in attendance.
I will call on the proponents first and then ask them to watch the

time, so we can give whatever remaining time we have to the oppo-
nents.
Senator ALLorr. Mr. Chairman, could I ask one question? Have

the hearings which were previously had been incorporated by refer-

ence into these hearings?
Senator Moss. We have incorporated the House hearings that were

completed by reference into this hearing record so we will have a full

2 days of testimony to look at if questions arise.
Senator ALLorr. All right.
Senator Cu-wris. Mr. Lauritsen is going to confine his remarks to a

couple of minutes because he was on the stand a long time. I am

called to my office. I hope if it takes 5 minutes or so beyond 11 that

the opponents can have 15 minutes because I told them that was what

we hoped to do.
Senator Moss. Yes, we will go until we are stopped.
Mr. Lauritsen, we are pleased to have you. Your entire statement

will be in the record and we will ask you just to commence on it, sir.

STATEMENT OF WALTER P. LAURITSEN, ATTORNEY FOR THE

NEBRASKA MIDSTATE RECLAMATION DISTRICT

Mr. LAURITSEN. There will be no comment on the statement which

I think is self-explanatory, Mr. Chairman.
At this time I would like to submit the statement of Mr. Arthur C.

Johnson who is the president of the reclamation district and the state-

ment of myself which contains various charts.
Senator Moss. Those will both be in the record.
(The statements referred to follow:)

STATEMENT OF ARTHUR C. JOHNSON, KEARNEY, NEBR., PRESIDENT, 
NEBRASKA

MIDSTATE RECLAMATION DISTRICT

Mr. Chairman and members of the committee, my name is Arthur C. 
Johnson,

of Kearney, Nebr. As president of the Nebraska Midstate Reclama
tion District,

sponsor, since 1948, of our multipurpose midstate project, and ch
airman of its

elected board of directors, I appear here, in behalf of our distric
t, and its

60,000 citizens, to urge your committee, and the Congress, to
 support and

approve S. 388, which will authorize the construction of our proje
ct, by the

Secretary of the Interior as a unit of the Missouri River Basin p
roject, which

was approved by Congress under the Flood Control Act of 1944. 
This legisla-

tion does not involve the appropriation of funds at this time.

Our principal statement here will be made by Walter P. Lauritse
n, attorney

for our district, assisted by D. B. McOstrich, our engineer, and 
W. E. Trom-

mershausen, of R. W. Beck & Associates, our consulting engin
eers. However,

for the information of the committee, I want to make a brief st
atement about

our reclamation district and the support given our development
 efforts, since

1943, when the midstate plan was first conceived.

DISTRICT

The Nebraska Midstate Reclamation District, in Buffalo, Hall
, and Merrick

Counties, organized under the 1947 Nebraska Reclamation Act, 
consists of 550,-

000 acres of established farmlands, on the north side of t
he Platte River, of

which 430,000 acres are croplands and 120,000 acres are 
pasturelands. Of the

30-855-04-- 4
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croplands, approximately 300,000 are presently irrigated by 5,200 or moreprivately owned irrigation wells. The increase in the number of these wells,
since 1945, has been substantial, resulting in an increase in irrigated
croplands from 100,000 acres to 300,000 acres in the past 15 years. There
are 130,000 acres of croplands not irrigated. While a farm-to-farm survey
of actual costs of pumping installations, equipment, and land leveling has not
been made, it is estimated that landowners in our district now have invested
in excess of $20 million in such facilities, according to professional contractors
in this field. Our economy is founded on agriculture and the total value of all
tangible property in our district approximates $400 million, plus. The assessedvaluation in 1963, for such property, is $134,500,000, which, under Nebraskalaw, is 35 percent of actual value.
These large investments must be protected. This increase in irrigated acre-

age, through these pumping installations, has resulted in a substantial increasein our economy, but also in a lowering of ground-water levels in our area, aswill be discussed by another witness.
Our district area, in south-central Nebraska, represents a large and im-portant segment of the Missouri River Basin and its contribution to thenational economy. Under the Flood Control Act of 1944, developments in ourdistrict area were proposed by the Secretary of the Interior. However, theseinitial proposals included the transfer of water from one river basin toanother, which does not conform to Nebraska law. Our midstate proposals,first conceived in 1943, do conform. Our multipurpose proposals, which havehad the support and approval of the Secretary of the Interior and the Bureauof Reclamation, since 1958, fulfill our area requirements. Further, our project,as proposed, will not preclude or foreclose on any future developments inNebraska or any other State in the Missouri River Basin.

SUPPORT

We have sought the assistance and cooperation of the U.S. Government inthe construction of our project, through legislation before the Congress since1954. In that period, we have had the wholehearted support of the Governorsof Nebraska and other State officials, of other project organizations inNebraska, and of the many muncipal and civic organizations in the district.Local support by citizens of our district was proven when, in 1948, upon ourorganization, and as required under the Nebraska Reclamation Act, voters ofthe district approved the tax levy powers of our board of directors by a voteof 2 to 1. Again, in 1957, at a special election, the voters approved the con-tinuance of the district by a vote of 51/2 to 1. City and town precincts voted10 to 1 to approve, and county precincts voted 3 to 1 in approval. The totalvote was 10,683 to 1,965.
Local support is further proven by the willingness of our citizens tovoluntarily contribute $180,000 between 1943 and 1948, to underwrite our mid-state project development expense of engineering surveys and reports, and pro-vide $1,270,000 in tax funds, since 1948, for such continuing expenses withoutfinancial aid from the State of Nebraska or the U.S. GovernmentIn addition, our project proposals have been supported by each of the othernine States of the Missouri River Basin. In 1959 and again in 1960, eachGovernor provided a letter to the district supporting the construction of themidstate project. These letters were presented to your committee in 1960,at the hearing on S. 2640. Since legislation under consideration now is thesame as our proposals in 1960 and 1961, under S. 970, and in view of thefavorable comments in 1960 from all 10 Missouri River Basin States, we wereadvised in 1961 by the Interior Department and the respective Interior Com-mittees of Congress that "This requirement of the law had been fulfilled in1960 and similar letters in 1961 would not be required." Those letters of 1960are included in the record of the hearing on S. 970 in 1961.Dan Jones, Jr., director of water resources, Nebraska, is here to confirm theneed of the midstate project. He will submit brief statements by Gov. FrankB. Morrison, of Nebraska, E. C. Reed, State geologist, and M. 0. Steen, directorof the Nebraska Game, Forestation, and Parks Commission, in support of S.388.
In addition, we understand that our 1963 Nebraska Legislature has sentdirect to the chairman of the committee its Resolution 37, which supports ourproposals and this legislation, as did its 1961 Resolution 14, filed with you athearings on S. 970.
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As this time I would like to present brief statements from the city of Grand

Island, Grand Island Industrial Foundation, the Grand Island Chamber of

Commerce, the city of Kearney, the Kearney Chamber of Commerce, and the

Central City Chamber of Commerce, in which their previous statements, sup-

porting our project proposals and legislation, and submitted to your committee

in 1960 and 1961, are reaffirmed. Also, there is a statement from the Grand
Island Federation of Labor, AFL-CIO, not heretofore submitted..
For the further information of the committee, if appropriate, I wish to refer

you to numerous other supporting statements of local individuals who, at
their own expenses, appeared at hearings in 1958 and 1959, which are recorded

in hearing print on S. 970 as follows: J. S. Butler, Cairo, Nebr., director of
Johnson Lake Development Co. (p. 56) ; Arthur B. Holmburg, Shelton, Nebr.,

farmer and chairman of the Buffalo County Board of Supervisors (p. 54) ;
John C. Martin, secretary-treasurer and manager, Grand Island Production
Credit Association (p. 51), Robert L. Mettenbrink, farmer and livestock feeder,
Grand Island, Nebr., (p. 55) ; Bill Pierce, irrigation engineer, Kearney, Nebr.
(p. 58) ; Henry D. Schutz, supervisor, Merrick County Soil Conservation Dis-
trict, St. Libory, Nebr. (p. 53) ; and Adolph F. Meyer, hydraulic and consulting
engineer, Minneapolis, Minn. (p. 57).

Additional earlier statements are recorded in the hearing print on S. 2640,
1960, page 25, as follows: "Nebraska Public Power System, Consumers Public
Power District, and Loup River Public Power District."

SUMMARY

We hope members of this committee will recognize the importance and need
of our midstate project for the future requirements of the citizens of our dis-
trict area and for Nebraska. We want to beneficially utilize water that is now
being wasted. Records of gaging stations near our proposed diversion damsite
and at Grand Island, 70 miles downstream, reveal that the average annual
flow of the Platte River, since 1943, has been in excess of 800,000 acre-feet.
Our anticipated repayment of construction cost, as determined by the Bureau

of Reclamation, is the highest for any unit of the Missouri River Basin project.
We are willing and ready to accept all responsibility in the construction and

operation of our project, as proposed by the Secretary of the Interior and the
Bureau of Reclamation. We urge this committee and the 88th Congress to
approve S. 388. We deeply appreciate your past interest in our development
problems and shall welcome your continued cooperation and assistance.

STATEMENT BY WALTER P. LAURITSEN, GRAND ISLAND, NEBR., ATTORNEY FOR THE
NEBRASKA MIDSTATE RECLAMATION DISTRICT

Mr. Chairman and members of the committee, my name is Walter P.
Lauritsen of Grand Island, Nebr. I am the attorney for the Nebraska Mid-
state Reclamation District, sponsor of the multipurpose midstate project in the
Platte River Valley in south-central Nebraska. I speak for the district, and
in view of the heavy affirmative vote for the district in 1957, I believe that
I speak for the majority of the 60,000 citizens who comprise this district.
With me, and available to assist in answering your questions, is W. E. Trom-

mershausen, a partner in the firm of R. W. Beck & Associates, consulting
engineers, who has appeared before you previously and who supervised the
preparation of the basic 1958 Midstate Project Report. This report was ap-
proved by the Bureau of Reclamation and the Secretary of the Interior, and
was considered in your hearing on S. 2640, in 1960 and S. 970, in 1961. Also
with me is Darrell B. McOstrich, staff engineer for the midstate project.

HISTORY AND BACKGROUND

This statement presents information current as of this date. A brief history,
and background material is offered for those members not familiar with the mid-
state project, considering that the last hearing before this committee was 2 years
ago.
This project involves three counties in the lower central portion of Nebraska,

all being within the valley of the Platte River. The district is approximately
100 miles long and 5 to 15 miles wide, and includes the cities of Grand Island,
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Kearney, and Central City and towns of Riverdale, Gibbon, Shelton, Wood
River, Cairo, Alda, Chapman, Archer, Clarks, and Silver Creek. There are a
total of 550,000 acres of lands within the district, although not wholly suscep-
tible to irrigated agriculture.
The project was conceived in 1943 and there has been sustained effort and

progress since that date in our development activities. It was originally be-
lieved that the project could be handled by local financing and local construc-
tion; later, in 1954, it was believed that the project should be built and
developed jointly by the District and the Federal Government. This theory
was pursued until the small projects bill limited such projects to $5
million. Alter hearings in 1959, the midstate board of directors requested that
the proposed works be built by the Secretary of the Interior as a part of the
Missouri River Basin project, and since that date our plan has been reviewed
and approved by the Bureau of Reclamation and Department of the Interior.
The multipurpose midstate project would comprise irrigation, flood control,fish and wildlife, recreation and hydroelectric power features. As concerns

irrigation, it will provide a water supply for surface application, and also for
replenishment and stabilization of ground waters throughout the project area.Specifically, the project will make surface water available to 96,000 acres ofland presently, but insecurely, irrigated from private wells, and to 44,000 acres
of land now under dryland farming. An additional 163,000 acres of landpresently irrigated from wells, and up to 223,000 acres in the future, will bene-fit from the district's replenishment and stabilization of the ground watersupply, but are expected to remain under private pumping.
The 96,000 acres of land now being served by private wells, together with44,000 acres of dry-farmed land, will be subject to irrigation levies based uponthe ability of the water users to pay, and on contracts to be entered into withthe Bureau of Reclamation as for its other projects. The owners of landsremaining under private well irrigation will be subject to the reclamationdistrict levy as for all tangible property. Such a levy, together with theirprivate pumping costs, will result in the private well irrigator paying from $5to $10 per acre for his water, comparable to the charges for direct irriga-tion service by the district.
In July 1959, after the hearing on H.R. 3662, the directors of the district peti-tioned the Congress to consider authorization as a unit of the Missouri RiverBasin project, and solicited the assistance, guidance, and advice of the Secretaryof the Interior to accomplish construction of our proposed works as a Federalproject. Thereupon, S. 2640 was introduced in the 86th Congress to fulfill thisobjective, with a hearing before this committee on May 20, 1960.At the request of your committee, the Secretary of the Interior, through theBureau of Reclamation, initiated a review of the economic justification of themidstate project. The report of Commissioner Floyd E. Dominy was approvedby the Secretary of the Interior, and in January 1960 the Department issued itsevaluation statement as a revision of the financial analysis of the 1958 midstatereport, and in support of the authorizing legislation. This evaluation state-ment, together with supporting comments, was submitted to your committee onApril 20, 1960. There the Commissioner stated (p. 3) :"The basic plan for the midstate project is the same as that contained in themidstate project report dated April 1958."
The Commissioner found further that the physical plan for project works andtheir operation remained unchanged from the detailed explanations giventhis committee by the district's consulting engineers in April 1959. In his con-clusion (p. 21) the Commissioner of Reclamation stated:"The midstate project report of 1958 and the evaluation in this statementadequately demonstrate project justification and feasibility for purposes ofauthorization as a unit of the Missouri Basin project."This evaluation statement was unanimously accepted and approved by the mid-state's board of directors on May 9, 1960.

DESCRIPTION OF THE DISTRICT

The Nebraska Mid-State Reclamation District operates under the authority ofthe Nebraska Reclamation Act of 1947. The district was approved by the Stateof Nebraska and was organized in February 1948. The legality of the formationand organization, and the powers of its elected board of directors were upheld byunanimous decision of the Supreme Court of Nebraska in 1950. Under this actand prior to delivery of water from the project works, the district may levy a 1-
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mill ad valorem tax on all tangible property within the district; after delivery of
water, the district may levy a 2-mill tax, and in instance of deficiencies or im-
pending defaults in contract payments, it may levy a third mill. The right of
the district to make such levies was approved by the voters of the district in 1948
by a ratio of 2 to 1. A tax levy of 1 mill or less has been made by the district
for its purposes since 1948, except no tax levy was made in 1957.
The assessed valuation of real and personal property in the district (under

Nebraska law) has increased from approximately $81 million in 1948 to over
$134 million in the 1963 levy. Under these levies, the total collected by the
.district, to date, approximates $1,270,000. These funds, together with private
subscriptions of individuals and business firms of $180,000 from 1943-48, show
local contributions approximating $1,450,000.
Our economy is based on agricultural production and related activities. Crop-

lands produce small grains, sugarbeets, corn, potatoes, soybeans, castor beans,
milo, alfalfa, and other hay crops. Livestock feeding and dairying constitute
primary farm operations, and the greater part of the grain and forage produced
is fed locally. In recent years experimental and pilot test plots in raising vege-
tables, on irrigated land, have demonstrated excellent production and a good po-
tential for future diversification to such cropping in the district area.
The midstate project was initiated nearly 20 years ago when local people em-

ployed the late Adolph F. Meyer, nationally known hydraulic and consulting
engineer, Minneapolis, Minn., to make a preliminary report on project plans.
After initial surveys of sites and office studies, the first set of project plans was
completed in March 1944. Revisions and adjustments have been made over

intervening years to conform to Federal planning principles and to keep abreast
,of changing developments in the project area.
As now designed, the midstate project will consist of (1) a diversion dam on

the Platte River; (2) a 15-mile main supply canal; (3) a series of 23 inter-

connected reservoirs across ravines on the north side of the valley, with an
•aggregate storage capacity of over 600,000 acre-feet; (4) 4 potential hydroelectric
powerplants; and (5) a distribution system and series of district wells for the
.direct irrigation of 140,000 acres of cropland. These facilities and their opera-
tion are fully described in the project report submitted previously to this com-
mittee. Collectively these facilities will provide as major benefits (1) Irriga-

tion; (2) replenishment and stabilization of the ground-water supply for farms,
-cites, and industry throughout the entire district; (3) flood control; (4) the
production of hydroelectric power; (5) conservation of fish and wildlife; and

(6) development of recreational facilities.

PROJECT BENEFIT

Irrigation
The midstate project will supply surface irrigation water directly to 140,000

acres of croplands in the district, including 96,000 acres presently irrigated from
wells and 44,000 acres of dry-farmed land. Gravity irrigation of this land will
stabilize the ground-water supplies for an additional 163,000 acres of land
presently irrigated from wells, and up to 223,000 acres in the future.
Under the 1958 farm-to-farm survey, the owners of 113,000 acres of land

signed "letters of intent" to use direct project water service. Engineers have
established that the water supply available from the Platte River for the mid-
state project will be adequate for the acreage under consideration in the present
proposal. The midstate board believes and accepts the opinion of Adolph F.
Meyer, the consulting hydraulic engineer who conceived this project, as follows:
"I believe that by force of necessity many more pump-irrigated acres will call

for ditch water from midstate before a water balance is achieved in this area.
In that kind of a competitive market, the value of water would be relatively high
and, in my judgment, no difficulty will be experienced by the district in securing
the necessary income to repay the irrigation loan."
The Bureau of Reclamation report concluded that the total benefits of irriga-

tion realized from the midstate project operation will be well in excess of $4.5
million annually. The board and its consultants believe that this appraisal
Is conservative.

REPLENISHMENT AND STABILIZATION OF GROUND WATER SUPPLY

The number of irrigation wells in the district has increased tenfold from about
500 in 1930 to over 5,200 in 1962. One-fourth of all registered irrigation wells
In the State of Nebraska are located within the district. Such accelerated and
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concentrated pumping has created critical conditions in many cases, par-
ticularly in the dry years of 1954-56, and if allowed to continue without artificial
replenishment, this will have a serious economic effect on our present agricultural
economy and could approach a calamity. Ground water levels have dropped
notably and continue to decline. This month, measurements of domestic and
Irrigation wells show significant further declines of water levels, compared to
1962, for most areas in the district. Some domestic and stock wells have gone
dry and most irrigators report decreasing well production.
Three charts have been prepared from figures secured from the district's en-

gineer and information supplied through the local office of the Bureau of
Reclamation to graphically illustrate the relationship between precipitation,
static water levels and irrigated acres. These charts are contained in this
statement at page 7, being reductions of the large charts to which I will now
refer.
The first chart shows two 15-year cycles of precipitation for the Nebraska

midstate area, with lows in 1940 and 1955; the static water levels of seven
representatives wells in the district, and the trend of increase in acreage irrigated
by wells in the district. There is always a lag between precipitation and its
effect on ground water levels, and it will be noted tht as the precipitation
fluctuates up or down, a corresponding change will be found within a few years
in ground water levels. Declines were more pronounced during the second
cycle with 100-300,000 acres irrigated, than during the first with only 50-100,000
acres irrigated. Declines continue in many wells even with more favorable
precipitation since 1955. Lands under well irrigation have trebled from 1945
to 1960, and illustrated is the overdraft by 5,200 or more wells on the natural
ground water supply of the area during the 1950's, causing a more serious decline
in water levels than was true with the lesser acreages irrigated during the
drought of the 1930's. Surface water supplies are adequate to service 140,000
acres directly and, by ground-water recharge and stabilization, indirectly serve
163,000 acres at present or 223,000 acres in the future by private-well irrigation.
The second chart is an effort to project historical declines in ground water

levels in portions of the midstate area to the future. Without midstate, the
well irrigators and other users of ground waters face higher well lifts, greater
pumping costs, lesser well yields, and in time, deterioration of the ground water
aquifer to inadequate or exhausted water supplies. With midstate, ground-
water declines can be arrested and levels stabilized within a practical zone of
fluctuation, resulting in dependable water supplies at reasonable cost, and with
many associated benefits.
The third chart illustrates the solution to the water problems of the mid-

state area, and involves a balanced system of facilities and the coordinated
use of water from both surface and ground water sources. Shown are the
district's reservoirs as planned to regulate surface water supplies for irri-
gation, ground water replenishment, flood control, fish and wildlife conserva-
tion, hydroelectric power, and recreation; also are shown canals, fioodways,
and laterals to carry water to the gravity-irrigated lands; and the district
wells for operation when needed to augment surface waters, and private wells
and land to regularly utilize ground water for irrigation and other uses.

Operation of the midstate project and its distribution of surface water to
croplands will replenish and stabilize ground water levels over the entire dis-
trict area of 550,000 acres, thus benefiting all irrigators, and domestic water
users, including towns, cities, and industrial users. The restoration of
ground water levels can be accomplished and the present economy sustained
only if works are built to regulate and distribute the unused waters of the
Platte River.
These important and far-reaching benefits, resulting from ground water

stabilization, are reflected in the evaluation statement of the Bureau of Rec-
lamation as a part of total irrigation benefits.

FLOOD CONTROL

Following the earlier historical floods and the disastrous 1947 flood of the
tributaries of the Platte River in the midstate area, which resulted in great
damage within and outside the district, both rural and urban, the midstate
board requested the Army Corps of Engineers to undertake studies concerning
the annual flood control benefits which could be achieved by the construc-
tion and operation of the midstate project This problem was highlighted
by the floods, less serious than previously mentioned, of 1949, 1950. and 1951.

sr
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As a result of these studies, the Corps of Engineers has determined that
flood control benefits accruing from the proposed works of the district would
be $518,000 annually. This figure has been used by the Bureau of Recla-
mation in its cost allocation after approval by the Secretary of the Interior.

HYDROELECTRIC POWER

The project includes plans for four hydroelectric powerplants with reversible
pump turbines to insure the production of power, each installation to have a
capacity of 16,800 kilowatts. The output of the one powerplant to be built
Initially will be used to meet the irrigation well-pumping requirements of the
district and it will, therefore, be an irrigation feature.

Construction of the three remaining plants will be deferred pending develop-
ment of further powerloads in Nebraska. However, since these three plants
will have a capacity to produce in excess of 50,000 kilowatts and 180 million
kilowatt-hours of energy, and can be used for peaking, it is prudent to include
penstocks so as not to preclude the potential development of this resource.
This is in compliance with section 10 of the Flood Control Act of 1946 which
states "* * * And provided further, That penstocks and other similar facilities
adapted to possible further use in the development of hydroelectric power
shall be installed in any dam authorized in this Act."

FISH AND WILDLIFE AND RECREATION

Interconnected reservoirs of the midstate project, with a combined water
surface area of 25,000 acres, together with their shore areas, will provide im-
portant benefits to fish and wildlife, and for fishing, boating, swimming, other
water sports, and hunting. The Fish and Wildlife Service has established such
benefits at $389,000 annually. This amount was approved by the Secretary
of the Interior and supports the Bureau of Reclamation cost allocation to
this function. The inclusion of minimum structures and other recreational
facilities at certain adaptable reservoir areas, as proposed by the National
Park Service, and by the Nebraska State Game, Forestation, and Parks Com-
mission will provide these benefits not only to the citizens of the local area,
but to those of eastern Nebraska and to the ever-increasing number of vacation-
ing tourists of the Eastern and Western States who now use U.S. Highway 30
and the newly opened interstate highway through the midstate area. Oppor-
tunities for recreational activity are few and facilities are inadequate in
Nebraska, particularly in the central and eastern portions.

SUM MARY

Over the past 17 years, members of the midstate board of directors, the
district's staff members, many interested citizens, and officials of the State of
Nebraska, have made numerous trips to Washington, D.C., to present and
coordinate the plans of the midstate district so as to fully meet the require-
ments of the Congress and the executive agencies of the Federal Government
for a multipurpose project to satisfy the needs of the district area.
A willingness of the citizens of the district to help in this undertaking is

demonstrated by the $180,000 voluntarily contributed by individuals and firms.
Further, the determination of the district to help itself is demonstrated by
the raising and use of over $1,270,000 of tax money for the furtherance of the
project, including surveys, plans, engineering, and feasibility reports. Pending
authorization, the district has advanced to the Bureau of Reclamation $325,000
since 1959 for continuance of detailed engineering surveys in order to expedite
final plans and construction. A month ago, the district committed itself for an
additional $60,000 of tax money to be advanced to the Bureau of Reclamation
in the next 6 months for continuance of such work. All property holders
within the midstate district are paying taxes for this project as a result of
the ad valorem tax. Water users, who will be supplied with water, will pay
for water service to the extent of their ability as determined by criteria estab-
lished by the Bureau of Reclamation. When the midstate project commences
operation, the taxpayers in the district will be obligated to pay approximately
$300,000 annually as the result of the 2-mill ad valorem tax levy.
The critical problem of declining water levels in the midstate district area

must be solved, and this project as conceived will meet this need. The most
important single reason for construction of the midstate project is the need
to replenish and stabilize the ground water supply, which, when accomplished,
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will preserve the large present investments in leveled lands, in farm buildings,
wells, pumps, and machinery, and in the public and private facilities which
are now dependent upon the development and use of surface waters. The value
of tangible property, both real and personal, in the district approximates $400
million. Under Nebraska law, assessed valuations for tax purposes are estab-
lished at 35 percent of actual value. From the point of need and good timing,
it is important that the construction of this project be undertaken immediately.

Following authorization, 2 to 3 years will be required to complete detailed
studies and a definite plan report by the Secretary of the Interior, and to
accomplish other prerequisites. Construction will require 9 years in accord-
ance with estimates of the Bureau of Reclamation. This gives no promise of
relief to the overdraft on the ground water reservoir until the middle 1970's.
With continued and ever heavier pumping, and more rapid drawdown of the
ground water level, our situation will become even more critical. This project
merits consideration by the Congress as a program that can solve the problem
on a planned basis rather than on an emergency or crash basis.
Nebraska, like other reclamation States in the West, does not receive suf-

ficient rainfall in the summer for adequate sustained crop production. At the
present time, water flows past our area in the Platte River, serving no useful
purpose, on its course to the Gulf of Mexico. The district has had filings on
this water pending since 1943. We vitally need this water and have conceived
a plan to conserve and utilize it. This plan has been declared to be engineer-
ingly feasible and economically justified. We have met all known require-
ments and are ready to accept such financial responsibilities as will be proposed
by the Congress under reclamation law, in the construction and operation of
the midstate project.
Our district has the support of the State of Nebraska, its Governor, and its

officials. The Nebraska Legislature at its last session again passed a resolution
for approval of the project and requested immediate construction. The dis-
trict has the support of our congressional delegation, and that of the citizens
of the midstate district. Under Nebraska law, reclamation districts such as
midstate are required to submit the continuance of the district to the will of
the voters if construction has not been started within a specified time. Ac-
cordingly, this issue was placed to a vote in 1957, and the result was that 85
percent of the voters balloted in favor of continuance. The midstate district
also has full support and acceptance of the plan by the Bureau of Reclamation
and the Department of the Interior. Our legislation has been approved by
the Bureau of the Budget and, therefore, is supported by this administration.
The district assures the committee that it is willing to diligently continue its

cooperation with the several Federal agencies involved, and is ready to accept
all responsibilities associated with development under Federal reclamation law
as a unit of the Missouri Basin project.
I thank the chairman and members of this committee for this opportunity

to explain the needs and the proposals of the midstate district.
We believe that all prerequisites for authorization have been accomplished.

We request and urge that S. 388 receive your favorable consideration and
approval.
(The charts referred to are in the files of the committee.)

Mr. LAITRITSEN. We would like this committee, of course, to con-
sider the previous hearing records which have been made. There
have been no changes in the basic plan because there have been dis-
putes on the water levels. We have done everything we possibly can
to demonstrate from overall highs to the very lowest lows, and we
have also brought along a year basis current as of November 1963.
We would like permission to reduce these to a size where they could
be included in the hearing reports at our expense. We would like
to have two charts, of which this is one, received for the files.

Senator Moss. That may be done. They will be placed in the files.
Mr. LAURITSEN. In addition to that we have statements and letters

comparable to those that were submitted yesterday before the House
of Representatives. These we would ask to be included in the record.

r
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Senator Moss. Without objection they may be included at this
point.
(The statements and letters referred to follow:)

CITY OF GRAND ISLAND,
Grand Island, Nebr., February 24, 1964.

Re S. 388.
Hon. FRANK E. Moss,
Chairman, Interior Subcommittee on Irrigation and Reclamation,

U.S. Senate, Washington, D.C.
DEAR Mn. CHAIRMAN: This letter is written to reaffirm, on behalf of the city of

Grand Island, the statement of C. W. Burdick, commissioner of utilities for the

city of Grand Island, which appears on page 34 of the print of the hearing on

S. 970 on May 25, 1961.
For your information the city of Grand Island, in order to meet its future

requirements for an expected increase in population from approximately 30,000

now to 50,000 during the next 2() years, has initiated a new multi-million-dollar

water supply project, which calls for the installation of 32 new wells between

channels of the Platte River, south of the city. This, together with ground-water

replenishment which the midstate project will supply, should adequately care for

our future water requirements.
As a registered professional engineer and associated with the city of Grand

Island since 1930, it is a privilege to reaffirm the statement of my predecessor.

Yours truly,
CITY WATER & LIGHT OFFICE,
F. E. PHELPS, Utilities Commissioner.

[Enclosure]

STATEMENT OF CITY OF GRAND ISLAND

(Prepared by C. W. Burdick, commissioner of public utilities. Mr. Burdick is

a registered professional engineer. He has been employed by the city for 47

years and has held his present position since 1920. The city operates 17 wells

for municipal use and 8 wells in connection with a steam-generating plant.)
The city of Grand Island is the third largest in Nebraska. It is located in the

central part of the State and immediately north of the Platte River in Hall
County.
Grand Island obtains its public water supply from 17 wells, located in various

places within and just beyond the city limits. The system is owned and oper-
ated by the municipality, and has been in existence since 1872.
The underground water supply in this immediate valley, of which Hall County

is the center, depends for its supply and replenishment upon precipitation in the
form of rain and snow, together with a slow movement of percolation from the
northwestern part of the State, known as the Sand Hills; also, some percolation
Is supplied from the Platte River water flowing past Grand Island.
In addition to the wells operated by the city of Grand Island, there are those

operated by five other smaller towns in Hall County for public water supply
purposes. Also, there are, as of January 1, 1961, over 2,300 irrigation wells in
Hall County, pumping from 500 to 1,000 gallons per minute per well throughout
the crop-growing season. These irrigation wells for the most part have been in-
stalled during the past 7 to 10 years, and more are being installed each year.
The city of Grand Island, anticipating the results to its water supply because

of the tremendous withdrawal of water from the shallow underground reservoir,
authorized the installation of 54 observation wells in a cross section north and
south, east and west, in a 6-mile radius around Grand Island. These wells were
installed in 1936 for the purpose of keeping a record on the underground water
table levels. Readings as to depth of water from ground level have been taken
quarterly since the observation wells were installed. These records reveal a con-
stant lowering of the underground water table—more pronounced over the past
9 years. The present general water table within the area of the city's observation

,wells is 17 feet below what it was in 1951.
The city of Grand Island, as well as many irrigators, have found it necessary

to lower their pumps because of this condition. However, there ase many places
where the shallow supply can no longer be pumped economically.
From the writer's experience of more than 40 years of operating the city's

water department, it is obvious that a greater amount of water is being with-
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drawn from the underground supply than is being replenished from all present
sources; and, if not supplemented by surface water, will in a short time disap-
pear unless drastically controlled.
The city of Grand Island has taken precautionary measures for the conserva-

tion of water by discouraging its use for air conditioning, unless recirculated or
returned to the underground supply. Grand Island recently completed the con-
struction of a new steam powerplant which was designed to return all condenser
cooling water to the underground through two artificial lakes.
The officials of Grand Island, in view of the facts above, are very much

alarmed over its future public water supply and the preservation of its present
investments; precautionary measures within its power have been taken to con-
serve the present supply. The city has assisted in every way in supporting the
midstate project. This project, when built, will store water, now passing Grand
Island every year, on its course to the gulf, and conserve it for more useful
purposes through the replenishment and stabilization between surface and under-
ground water.
In conclusion, may I state that in my opinion the greatest single reason for

the construction of midstate is the preserving of the large investments made by
cities, towns, and agriculture located within the midstate area, which are de-
pendent on water through the stabilization and replenishment to the ground
water. Furthermore, the future of Nebraska, and the midstate area in particu-
lar, will be in a more favorable position to obtain its fair share of the Nation's
increasing population and industrial expansion, since adequate water is the
prime requisite for both.

GRAND ISLAND CHAMBER OF COMMERCE,
Grand Island, Nebr., February 22, 1964.

Re S. 388.
Hon. FRANK E. Moss,
Chairman, Senate Interior Subcommittee on Irrigation and Reclamation, U.S.

Senate, Washington, D.C.
DEAR SENATOR Moss: The Grand Island Chamber of Commerce, with a mem-

bership of over 900 business and professional people, having spent considerable
amounts of time and money doing education, informational, and research work
for the Nebraska midstate reclamation project, heartily support this project.
The residents within the project area are in accord with the midstate project.

This was evidenced by a 5-to-1 vote in November 1957, in favor of continuing
the project. In Grand Island itself, with a population of 25,000, the vote was
17 to 1 in favor of the project.
The midstate board of directors have secured valid signatures of landowners

representing over 113,000 acres by letters of intent. This is further proof, and
an indication from the people within the project area, as to their interest and
belief in this project.
We feel, the Nebraska midstate project is truly an investment in this great

Nation of ours, as well as the State of Nebraska. We are firmly convinced the
project will greatly enhance the economic growth and development of this area.
Not only will this important project provide needed water supply and conser-

vation, it will provide employment for the farm population that are seeking em-
ployment in other fields. This factor is caused by farm mechanization, which
in turn reduces the rural population.
Grand Island has realized phenomenal growth in manufacturing during the

past 15 or 20 years. Of Grand Island's 79 manufacturers, 45 or 57 percent of
these firms were established in Grand Island since World War II. Many of these
firms are directly related to agriculture and irrigation development and are a
result of the agriculture stabilized by pump irrigation in this period.
Another indication of Grand Island's growth is reflected in the increase in

bank assets during the past 20 years. Grand Island bank assets in 1943 were
$18,159,209. In 1963, this had grown to $52,676.509.

Irrigation, electrical power, flood control, fish and wildlife benefits, parks,
and tourist attractions are worthwhile features of the project.

Officials and staff specialists of national food processing firms have continued
Interests in the area encompassed by the midstate boundaries. They have
watched with interest, our midstate progress to secure the recharge of under-
ground water and maintain an adequate reserve.
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The midstate project is an investment in America, the cost of which will be

repaid by the people in the project area over a period of years.
Sincerely yours,

R. E. SPELTS, Jr., President.

GRAND ISLAND INDUSTRIAL FOUNDATION, INC.,
Grand Island, Nebr., February 22, 1964.

Re S. 388.
Hon. FRANK E. Moss,
Chairman, Senate Interior Subcommittee on Irrigation and Reclamation, U.S.

Senate, Washington, D.C.

DEAR SENATOR Moss: The people residing in the Nebraska midstate reclama-

tion project area have a good understanding of the project, its water conserva-

tion, and other economic benefits, as well as the project's influence upon the

future agricultural economy of this area, the State of Nebraska, and the Nati
on.

A large majority of the populace, both rural and urban, living in the midstate

boundaries, have endeavored to express themselves in many ways. Two im-

portant factors are the vote of the people in sustaining the project, and the

letters of intent by farmowners.
Late in 1957, the Grand Island Industrial Foundation, upon the request of

several interested citizens, provided office facilities for an organization k
nown

as Citizens of Mid-State. This voluntary group of civic-minde
d people organized

support for the Nebraska Midstate Reclamation District at an elec
tion held on

October 29, 1957. The election, which was for the purpose of determining

whether or not the midstate district should be continued, resul
ted in an over-

whelming vote in favor of continuance of the district. Approximately 85 per-

cent of the voters voted to continue the district, and in so
me precincts the vote

was as high as 25 to 1 in favor of such continuance.
 The endorsements and

resolutions in support of the midstate project, which was passed
 by various

boards, civic groups, clubs, and organizations, were chann
eled through our

office. Because of the fact that such docluments we
re forthcoming, we feel you

would be interested in having the names of the sup
porthig organizations.

While the list includes many names, it does not inc
lude the names of all sup-

porting organizations. However, it does provide a good cros
s section of our urban

and rural citizens.

Platte Valley Pump Irrigators Associ-

ation
Hall County Farm Bureau

Kearney Agricultural Committee

Hall County Livestock Improvement

Association
Nebraska State Izaak Walton League

Nebraska Reclamation Association

Kearney Wildlife Club
Nebraska Society of Professional En-

gineers
Nebraska State Game Commission
Grand Island Federation of Labor
Business & Professional Women's Club,
Kearney

American Association of University
Women, Grand Island

Grand Island Junior Chamber of Com-
merce

Shelton Lions Club
Grand Island Rotary Club
Kearney Lions Club

Grand Island Lions Club
Kearney Chamber of Commerce
Grand Island Chamber of Commerce
Grand Island Cosmopolitan Club
Grand Island Real Estate Board
Brotherhood of Railway Clerks
Grand Island Life Underwriters
Grand Island Industrial Foundation
Village Board of Trustees, Shelton
City Council of Kearney
Wood River Lions Club
Cairo Boosters Club
Toastmasters Club, Grand Island
Kiwanis Club, Kearney
Gibbon Lions Club
Kearney Elks Club
Buffalo County Board of Supervisors
City Council of Grand Island
Kearney Eagles Club
American Legion Club, Kearney
Shelton Junior Chamber of Commerce
Kearney Cosmopolitan Club
Kearney Rotary Club

The midstate project will provide many economical advantages, but as this
organization is familiar with the desires and needs of industry, we wish to
point out the need for such a project, not only for needed water conservation
for the rural areas, but for the urban needs and requirements of commercial
and industrial use.
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Nebraska, because of farm mechanization and loss of farm population, must
provide new and additional job opportunities for its people. The midstate
project wil lhave a major and decisive effect upon prospective industrials who
are assured of an adequate water supply should they locate in Nebraska. New
jobs will be created during the actual construction of the project, and, upon
completion, new and additional job opportunities will present themselves-
throughout the area.
The people of this area have devoted much time and have given their finan-

cial support in perpetuating the midstate project, and we now sincerely solicit
favorable action by your committee.

Sincerely yours,
JAKE GRASMICK, President.

GRAND ISLAND FEDERATION OF LABOR—AFL-CIO,
Grand Island, Nebr., February 24, 1964..Re S. 388.

Hon. FRANK E. Moss,
Chairman, Subcommittee on Irrigation and Reclamation,
Senate Interior Committee, Washington, D.C.
DEAR Sin: Organized labor, through its members, has supported the proposals

of the midstate multipurpose project for our area since its conception in 1943.
realizing that, basically, the full conservation and utilization of our land and
water resources will stabilize our economy in providing a consistent and ade-
quate supply of water for the production of agricultural products. In turn, an
assured water supply, when utilized for the production of hydroelectric power,
will attract industry to our area, which, in turn, means more employment.
Since 1945, the increase in pump irrigation has been tremendous, resulting in

numerous industries coming to Grand Island and Kearney. As a result, em-
ployment opportunities have increased, as has the population.
We are advised that ground water levels continue to decline and, if that trend'

continues, without something being done about it, as the midstate project will
provide, employment here will suffer in future years. On the contrary, con-
struction of the midstate project between 1964 and 1970, as proposed, will pro-
vide increased employment opportunities and its subsequent operation will in-
crease this benefit.
As you know, the economy of our area is based on agricultural production and

its products by processing, particularly the conversion of grain feed into beef-
steaks, through cattle feeding operations. Since your committee deals continually
with irrigation problems in the arid and semiarid West, you will agree that there
Is nothing worse than a farmer running out of water for his crops in July and:
August. Everyone else in the area gaffers, too.
Since the primary purpose of the proposed midstate project is to utilize water

of the Platte River, now being wasted in the Gulf of Mexico, if utilized as pro-
posed, a primary benefit will be the replenishment of our ground water supply.
Therefore, we urge Congress to cooperate with our needs and approve S. 388.
Records of your hearings on this project in 1960 and 1961 show our whole-

hearted support of this development and our efforts in behalf of the success of
the election "for continuance of the district" in 1957.
Organized labor joins with the directors and officials of the Nebraska Mickstate

Reclamation District, officials of the State of Nebraska, and others in urging
Congress to "authorize construction" of the midstate project for our future
welfare.

Sincerely yours,
CONRAD KRIEGER, President.
DON ELROD, Seeretary-Treasurer.

CITY OF KEARNEY, NEBR., February 24, 1964.
Hon. FRANK MOSS,
Chairman, Subcommittee on Irrigation and Reclamation,
Washington, D.C.
DEAR Mn. CHAIRMAN: This letter indicated our support of S. 338. I have been

city manager of Kearney, Nebr., for 10 years. Kearney is an agricultural and
rapidly developing industrial city located toward the west end of the Nebraska
midstate district area and has a population presently estimated at 14,500 people.
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A firm and dependable water supply for the agricultural area in the vicinity
of our community becomes more important to all of us every day. Recently a
large hybrid seed processing firm, the DeKalb Co., has finished the erection of a
large plant to process seed raised in the area. The Rockwell Manufacturing Co.
recently completed a large manufacturing plant east of our city to fabricate pre-
cision valves and controls. These companies use water directly, or are dependent
on a firm and dependable supply of water in the area to insure production of
these agriculture crops for processing.
These industrial and agricultural plants help to balance our farm and city

labor supply, make new jobs for our expanding population, and in -turn benefit
not only our area, but the State and the Nation. These large installations also
pay their fair share of taxes to support water development. Such plants require
larger amounts of water than others for their operation. Too, the more varie-
ties of crops that are grown in a given area, the more diversified will be the labor
needed for those crops, and this, in turn, spaces the peak demands for labor and
other services, so that supply can be more nearly balanced with demand.
Our city water supply comes from 15 shallow wells which draw water from the

same underground supply which furnished water for all of our agricultural crops
in the area. We know from our own experience and records that this water is
being drawn out faster than it is being replenished, and many additional wells
are being installed each year. We have thousands of acre-feet of water passing
through our area every year in the Platte River, as it flows out to the Gulf of
Mexico. We should be using this water to help maintain a balanced supply for
our underground reservoir. If this water can be diverted and stored in the
proposed midstate reservoir system and spread on our farms, a wide segment of
the economy of the area will benefit greatly.
The farmer will benefit from the water applied directly to his crops; the pump

irrigator will benefit from the water that percolates to the reservoir below; the
city and village water supplies will be more firm due to the recharge from sur-
face irrigation. The trade area of the city of Kearney extends roughly 30 miles
west of the midstate district boundary, and about the same distance eastward
into the district. This trade area has long been plagued by frequent damaging
floods of Strever, Buffalo, Elm Creek, and Wood Rivers. In addition to major
damage to the highly developed farmlands and physical improvements in this
trade area, these floods cause serious interruptions of communication and trans-
portation services leading both to and from our city. The midstate project plan
of development is designed to prevent these flood damages from occurring in all
of that portion of the Platte Valley north of the river which lies within the mid-
state boundaries and extends some 30 miles to the west. Our primary interest
in the midstate project is in the benefits derived from a balanced underground
water supply and adequate irrigation water for agricultural needs and flood pro-
tection, as I have already outlined. However, we cannot overlook the enormous
and widespread benefits that will be derived from the family recreation facil-
ities and hunting and fishing area provided by the numerous proposed lakes. All
of the major lake areas will be from 7 to 20 miles from our community. Our
people now have to drive 45 miles to reach the nearest lake of any size, and it
has been long overcrowded. This midstate development will provide ample
recreational areas and facilities within a reasonable traveling distance and with-
in reach of all who desire it.
I am told by those who have studied the recreational features in more detail

that there are more than 200,000 people living within a radius of 50 miles of these
lake areas. In addition, the cross-country travelers and vacationists traveling
on U.S. Highway 30, which passes within a few miles of the lakes, can make
good use of these recreational facilities.
In closing, I want to say the people in our area cannot afford to let more time

pass without utilizing all of our water resources. Recharge of the ground water
in our area is imperative. In this all parties seem to be in agreement. Surface
water will benefit those farmers who do not have a good well. A stabilized water
supply for our area will help stabilize the farm income. Whether we are trying
to manage the affairs of a city or the finances of a farming unit, the benefits are
there, if we can get our water resources developed. The midstate project plan,
as presented to this committee, will, in my opinion, accomplish these basic objec-
tives, and, therefore, merits your full confidence.

RAY E. LUNDY, City Manager.
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[Telegram]
KEARNEY, NEBR.

ARTHUR C. JOHNSON,
Care of Congressional Hotel,
Washington, D.C.:
Please express to the Senate Subcommittee on Irrigation and Reclamation and

to the House Committee on Interior and Insular Affairs our firm support of
S. 388 and of H.R. 64 and H.R. 1905.
We are supporting this program because: (1) The midstate project will provide

a much-needed recharge of underground water; (2) the midstate project will
provide water for the irrigation of a large quantity of rich fertile land; (3) the
midstate project will provide much needed flood control; (4) needed recreational
facilities will be provided by the many lakes and reservoirs; and (5) project
can furnish electric power for the area and for the State.

RICHARD HARTLEY,
Executive Vice President, Kearney Chamber of Commerce.

CENTRAL CITY CHAMBER OF COMMERCE,
Central City, Nebr., February 24, 1964.

Re S. 388.
Hon. FRANK E. Moss,
Chairman, Subcommittee on Irrigation and Reclamation, Senate Interior Com-

mittee, Washington, D.C.
GENTLEMEN: The Central City Chamber of Commerce firmly supports the

Nebraska Midstate Reclamation District in its efforts toward construction of
the Nebraska midstate project. It is the hope of our organization, composed of
business and professional men and farmers that this project may become a reality
as a result of the legislation now pending before the Congress.
' Central City is a rural community. As the agriculture of the area suffers or
prospers, so, likewise, does this city. Merrick County is progressive, agricul-
turally and otherwise. Our farmers utilize the most advanced farming practices
with regard to fertilization, crop rotation, weed and insect control, etc. But
nothing is more important to them or the economy of the area than irrigation.
This practice has made land which was at one time virtually worthless, among
the most highly valued anywhere. Our farmers, and thus our community, can-
not depend upon the vagaries of nature to supply the precious water necessary
to crop production.

Very rarely is there a summer when the irrigation wells are not in constant
operation for more than a month. Without irrigation, all too often, there is no
crop whatsoever. Our farmers have recognized this need to the extent that
where in 1947 there were approximately 300 irrigation wells in Merrick County,
in 1964 there are more than 1,800. But this increasing irrigation, in addition
to providing good crops, has, as it must, another effect. The water table under
our land is dropping. As more wells are drilled and more water pumped, the
water table will drop further and further. Even now it is becoming necessary
to drill deeper to reach the supply. Eventually, it may disappear altogether
under certain lands.

It is deeply gratifying to us to know that positive action is being taken and
that a solution is available to alleviate this danger. By the use of surface
waters for irrigation, and the building up of the water table through the con-
templated reservoir system, the present prosperity of this area may be continued.
However, even beyond this desirable, or rather necessary, accomplishment,

there are additional benefits, any one of which standing alone would make the
adoption of the project fully justifiable. The providing of power, the establish-
ment of recreational and game refuge areas, and the flood control provisions—
all of these combine to make the Nebraska midstate project at least one of the
most vital pieces of legislation, as it related to this area, ever to be introduced
into the Congress of the United States.

Most respectfully yours,
DARRELL WILLOUGHBY, President.



MIDSTATE PROJECT, NEBRASKA 59

PLATTE VALLEY PUMP IRRIGATORS ASSOCIATION,
Grand Island, Nebr., February 25, 1964.

Hon. FRANK B. Moss,
Chairman, Subcommittee on Irrigation and Reclamation,
U.S. Senate, Washington, D.C.
DEAR SIR: We, the Platte Valley Pump Irrigators Association, respectfully sub-

mit the enclosed resolution, dated February 25, 1964.
We have always worked closely with the midstate project and a great many

of our members indicated in the 1958 farm-to-farm survey that they would be
interested in taking some surface water to augment the water from their
irrigation wells.
We feel that we must have something in this area to recharge the ground

water and permanently stabilize the economy.
Respectfully submitted.

GORDON H. ROBBINS, President.

RESOLUTION OF PLATTE VALT.FY PUMP IRRIGATORS ASSOCIATION,
GRAND ISLAND, NEBR.

Whereas there seems to be some doubt by certain agricultural people in the
central Platte Valley as to where the Platte Valley Pump Irrigators Association
stands regarding the midstate project; and

Whereas the Platte Valley Pump Irrigators Association has, at previous times
in the past, passed resolutions favoring the Nebraska midstate reclamation
project; and
Whereas the Platte Valley Pump Irrigators Association have always favored

the conservation and protection of water in the Platte Valley, as evidenced by
their successful fight in defeating the water diversion bill in the 1953 legislature,
and their active participation in the district's 1957 special election: Now, there-
fore, be it

Resolved, That the Platte Valley Pump Irrigators Association reaffirms it's
stand favoring the development of the Nebraska Midstate Reclamation District.

Respectfully submitted.
GORDON H. ROBBINS, President.

KMMJ,
Grand Island, Nebr., Februa/ry 27, 1964.

Hon. FRANK E. Moss,
Chairman, Senate Interior Committee,
U.S. Senate, Washington, D.C.
DEAR SENATOR Moss: KMMJ is one of the oldest farm service stations in the

Midwest and we are always concerned with the welfare of this great agricultural
area.
We have been interested in the progress of the midstate reclamation district

since its inception in 1943.
Your committee is holding hearings on Senate bill 388 and we wish to go on

record as favoring this legislation. We feel that the midstate project is vital
for the continuing agricultural progress of this area. We sincerely hope that
this bill receives favorable action from the committee when it comes up for
final vote.
Thank you for your consideration.

Yours very truly,
BILL MARTIN,

President, General Manager, Radio KMMJ—KXXX.
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NEBRASKA MIDSTATE RECLAMATION DISTRICT,
Grand Island, Nebr., February 28, 1964.

Re S. 388.
Hon. FRANK E. MOSS,
Chairman, Subcommittee on Irrigation and Reclamation,
U.S. Senate, Washington, D.C.
DEAR SENATOR Moss: To further stress the need for the construction of the

midstate project in Nebraska and to indicate its wide local support, since its
conception in 1943, attached hereto are certified copies of editorials of local
papers in our district area that have appeared at times in relation to our efforts
to obtain authorization of construction:

1. Grand Island Daily Independent; July 14, 1954, August 26, 1955, and
February 1964.

2. Kearney Daily Hub, February 25, 1964.
3. Hastings Daily Tribune, January 11, 1963.
4. Lincoln (Nebr.) Star and Shelton (Nebr.) Clipper; November 7, 1957.

Respectfully submitted.
J. K. MCKINNEY, Secretary.

[Editorial from the Kearney (Nebr.) Daily Hub, Feb. 25, 19643

MIDSTATE COMING UP FOR HOUSE DECISION

Residents of this area will be watching with interest the progress of hearings
scheduled in Washington, D.C., on March 2 and 3. These are the dates when the
Irrigation and Reclamation Subcommittee of the House of Representatives will
hold a hearing on a bill to consider authorization of the proposed $80 million
Nebraska Midstate Reclamation District.
For more than 20 years, residents of this area of the Platte Valley have

worked toward development of a feasible plan, and the acceptance of the plan
by the Federal Government. Federal approval is necessary, of course, because
of the considerable amount of Federal money required to build the project as it
now is planned.
A plentiful supply of water for city residents and for irrigation, is essential

to the continued growth and prosperity of this area. Water shortages have
developed in the three-county area included in the project area, in dry cycles, and
the need for water has not diminished.
While floods have not been a big threat in recent years, the possibility is always

present, unless some project such as midstate is built to end the threat.
It should not be necessary to paint a picture of what several large reservoirs

could mean to area residents for recreation, or what the added economic benefits
might be.
But foremost in the minds of many is the winter flow of the Platte River, carry-

ing water away from the area, which, if storage facilities were available, could
be held here for use as needed.

Projects similar to the midstate district have been or are being built all over
the Nation. Some of them have less justification than midstate, in our opinion.

Conservation of our resources is necessary to the welfare of area residents in
future years. A plentiful supply of water is essential to attracting industry and
insuring growth of our area. We would be in a sad plight without it. The
midstate district should provide that insurance.

[Editorial in the Grand Island Independent, July 14, 1954]

THE NEED FOR MIDSTATE

During the lush years when rain fell with regularity, when temperatures were
moderate, and when farm crops flourished with relatively little irrigation, it
was hard to arouse any particular enthusiasm for the midstate project.
But it was inevitable that there should come some years when the tempera-

ture in July would mount beyond the century mark. It was inevitable that in
such a summer there would be days and weeks of dry weather. It was inevitable
that when this situation arose, the ground water level would diminish, and this
great valley of ours would suffer from lack of moisture.
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Such a time apparently has come. This summer is following a relentless pat-
tern, and the need for an irrigation project like the midstate has become apparent.
The primary purpose of the midstate is simple and sensible. It is to provide

reservoirs which will feed irrigation ditches for a wide area in the three coun-
ties of Buffalo, Hall, and Merrick.
These reservoirs would be fed from the winter flow of the Platte River below

the Johnson No. 2 powerplant, and from winter and spring water accumulating
in the valleys of subsidiary streams, such as Prairie Creek and the Wood River,
north of the Platte. Several hundred thousand acre-feet of water would thus be
available annually for irrigation.
Not only would the irrigation ditches relieve the pressure on the wells that

serve this region, but the water thus used would replenish the ground water
supply, thus benefiting the entire countryside.
The fate of the midstate project lies in the hands of Congress in a bill intro-

duced in the past few weeks, for the project's authorization.

[Editorial in the Grand Island Independent, Aug. 26, 1955]

A SERIOUS WATER PROBLEM

During the lush years of the early 1950's and late 1940's, we more or less
forgot that there is a water problem. Rainfall was plentiful, and well irrigation
took care of the relatively light additional need for water in this section of the
country. It was easy to overlook the inevitability of another drought cycle.
That cycle appears to be on hand. This year has been the driest since those

of the drought that ravaged the Middle West in the 1930s. Only twice in his-
tory have the two summer months of July and August had less rainfall than Ulla
year. One was 1931, the other 1934.

Irrigators are meeting tonight in Shelton to discuss the problem, as their
wells begin to wear out. The underground water supply simply hasn't been able
to keep up with the needs.
Here in Grand Island water is being rationed, and there is no end in sight.

Another year like this, and even more drastic measures may be necessary.
It is time to take a long look at the future. The midstate project should be at

least one of the answers to the problem, through its storage of water which
can be put on the thirsty soil during the irrigation season. This not only serves
to relieve the pressure on wells, but it serves also to recharge the ground water
supply.
The midstate project, of course, cannot solve this year's problem. Its financing

still awaits action by Congress. But this year's plight in the Platte Valley
should intensify interest in endeavoring to speed action in Washington.
The city of Grand Island has a definite and serious problem ahead, as it

grows. It may be necessary for the city to look toward possible reservoir sources
of water, to complement the wells that are now in use.

[Editorial in the Grand Island Independent, Feb. 19, 1964]

A MIDSTATE DECISION

The attention of Grand Island will be focused on Washington, March 2-3. On
those dates, the Irrigation and Reclamation Subcommittee of the House will
hold a hearing on a bill to authorize the proposed $80 million midstate project.
The midstate project, which would assure this area of an adequate yearly

water supply, is vital to the future of this area.
We are not saying that midstate will make the difference whether this area

lives or dies, but certainly it will determine whether the area will have a fight-
ing chance to develop its economy to a much higher degree or continue to strug-
gle along at present levels.

Midstate is no "pork barrel." It is a logical program for the conservation of
water in an area that does not have a dependable, year-round supply of water.
It is that simple.
And everyone should be reminded that there are similar projects already

completed or under construction all over this country of ours.
- Nebraska needs midstate. The subcommittee would be making the proper
judgment by authorizing its construction.

30-855-64-- 5
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[Editorial in the Hastings (Nebr.) Daily Tribune, San. 11, 19631

AUTHORIZATION OF MIDSTATE WILL PUT AN END TO WASTE, HELP CREATE NEW

WEALTH

There will be a great many things before the session of Congress which just

convened that will be important to Nebraska, but probably none of them rate

as high on the list as the midstate reclamation district bill offered by Congress-

man Dave Martin, Nebraska's Third District Representative.
This battle for Federal funds to aid in the development of the midstate on the

Platte River has been going on in Congress since 1953. Last year it was approved

by the U.S. Senate but could not get out of the Interior Committee of the House

of Representatives.
Martin's bill would authorize the expenditure of $81.5 million for a multi-

purpose water conservation project to directly aid Kearney, Hall, and Merrick

Counties. It would, if completed, provide irrigation, flood control benefits, power,

and fish and wildlife facilities. The entire State and region would gain.

The midstate project is similar to many others that have been approved for

the Missouri River Basin, but it does have the added attraction of supplying

water for irrigation.
Nebraskans know from experience what irrigation means to an area and to the

State. This has been demonstrated by the Central Nebraska Public Power &

Irrigation District in the Republican River Valley, and by others. There is a

direct benefit to farmers in the area served by water, but it helps materially

to stabilize farming and business over a much wider region.

Studies conducted by the Bureau of Reclamation show that irrigated land

produces 13 times as much as adjacent dry land and that towns in irrigated

areas support 27 times the population and provide 40 times the income of an

equivalent dryland area.
These conclusive facts show how much midstate means to the central se

ction

and to the entire State. Water that is now flowing downstream and on i
nto the

Missouri River without being used to produce anything can be put to wo
rk for

the people of the State.
Time and again it has been stated that water is one of Nebraska's 

greatest

resources. Every drop of it should be used. For too many years millions of

acre-feet have been permitted to pass through the State without co
ntributing

anything toward the development of wealth.
Nebraska has made and is making strides toward the development of industry,

but agriculture still is the bulwark of the State's economy. Without it 
we

can't support the State's population.
It would be well for all Nebraska to make a concerted effort to get Congress

to approve Congressman Martin's bill to authorize the funds for midstate.
 Fur-

ther delay means more waste of water and wealth.

NEBRASKA MIDSTATE RECLAMATION DISTRICT,
Grand Island, Nebr., February 28, 1964.

FARM-TO-FARM SURVEY-1958

In 1958 our district undertook a survey of landowners to determine how many

and to what extent the demand for midstate project water might be.

The following tabulation shows the results of that survey:

Acreage in
district

Landowners Acreage
owned

"Letter of
intent"

request for
water

Buffalo County 
Hall County 
Merrick County 

Total 

120,370
218,890 .
228,480 '

215
562
492

31,822
87,292
78,844

21,168
45,984
47,665

567,740 1,270 197,958 124,817
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Total acreage signed by landowners under "letters of intent" was broken down
Into two categories according to the acreage (1) then pump irrigated by private
wells, and ( 2 ) the acreage then dry farmed. This formed a basis, percentage-
wise, for determination of the division of the total 140,000 acres to be served,
by the midstate project into the same two categories in the amounts of 96,000
acres for "pump irrigated" lands, and 44,000 acres for "dry farmed" lands.

• EXCESS LANDS

The tabulation of the 1958 "farm to farm" survey revealed that there were only
five cases where landowners, as a man and wife, had expressed an "intent" to
request project water in excess of the 320-acre limitation under Federal policy.
Such lands in the five cases total only 60 acres that cannot receive project
water out of the 124,817 acres indicated on the survey.

J. K. MCKINNEY, Secretary.

"Farm-to-farm" survey, 1958

BUFFALO COUNTY

Townships
Number
of land-
owners

1952 total
tract acre-
age in
district

Total crop
acres
owned

Full supply
requested

Supple-
mental
supply

requested

1958 total
requested
by letters
of intent

Center 43 25,600 6,227 3, 203 1.752 4,955
Collins 12 3,840 1,960 1,080  1,080
Divide 12 4,480 1,946 824 30 854
Gibbon 14 24,690 1,919 720 842 1,562
Riverdale 27 11.840 4.915 2, 008  2.008
Sharon 55 17,280 8,166 1,719 4,088 5,807
Shelton 44 17, 280 4, 469 532 3,790 4,332
Thornton 5 3,840 1,560 350 70 420
Valley 2 4,480 320 110  110
Gardner 1 640  
Platte_ 1 6,400 160  50 50

Total 215 120,370 31,822 10, 546 10,622 21, 168

11ALL COUNTY

Alda 10 19,840 1,422 484 190 674
Cameron 78 15,360 13,445 4,997 1,180 6, 177
Center 64 16,640 7,255 2,267 2,417 4,684
Harrison_  79 16,640 10,527 3,905 2,437 6,342
Jackson_  131 37,760 16,582 6,433 5,912 12,345
Lake 67 17, 150 10,304 3, 172 1,828 5,000
Mayfield 51 15,360 1.520 3,567 120 3,689
Prairie Creek  22 19,200 8,094 1,552 418 1,970
South Loup 9 5, 120 10,008 705 150 855
Washington 16 18,060 2, 260 941 100 1,041
Wood River 35 26, 880 5,875 1,065 2,142 3,207
Doniphan 5, 120  
Martin 5, 760  

Total 562 218,890 87,292 29,088 16,894 45,984

MERRICK COUNTY

Central 5 9, 920 720 380  380
Chapman. 64 17,260 8,163 3,349 1,716 5,065
Clarksville 119 41,460 21,432 8,230 4,091 12,321
Lonetree 64 39,000 9, 600 4,741 2,454 7,195
Mead _  38 19, 840 6,788 2,403 2, 505 4,908
Midland  28 23,040 5, 194 2,245 995 3,240
Prairie Creek 94 32, 780 14,560 3,831 2, 776 6,607
Vieregg 73 26,680 10, 034 2,207 4, 769 6,976
Loup 3 6, 980 400 40 325 365
Silvercreek 7 11,520 1,963 408 200 608

Total 495 228,480 78,844 27,834 19,831 47,665

Grand total  1,272 567, 740 197,958 67,468 47,347 124,817
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The above is an accurate tabulation of the results of the Nebraska Midstate
Reclamation District's farm-to-farm survey, in 1958, to obtain signatures of land-
owners in the district on "letters of intent" to take midstate project water, either
a full supply or supplemental supply, for pump-irrigated or dryland crop acreage.

J. K. MCKINNEY, Secretary.
JANUARY 31, 1964.

NEBRASKA MISSTATE RECLAMATION DISTRICT,

Grand Island, Nebr., March 2, 1964.

MISSTATE PROJECT HEARINGS, 1964

LOCAL SUPPORT

To supplement the statements by Mr. Johnson and Mr. Lauritsen, in behalf of
the district, regarding the local support of the need for the midstate project and
its benefits, as demonstrated by the citizens, taxpayers, and landowners in the
district, by elections in 1948 and 1957, and by their financial support, it appears
logical to supply the facts, in some detail, that support such contentions.

SPECIAL ELECTION-1 957

At this special election on the question of "continuance of the district," the
total vote in the district was 10,690 "for approval" and 1,920 "against," or 84
percent for the majority. City precincts voted approximately 10-to-1 ratio for
"approval" and county precincts voted approximately 3-to-1 ratio for
"approval." The attached certified tabulation of that election will support the
district's statement.

Since 1960, in view of the indicated wish of our local people, the district has
awaited the authorization of construction of the midstate project, as a unit of
the Missouri River Basin project, which has been approved by the Interior
Department each year, since that time.

FINANCIAL SUPPORT

The midstate project, when it was first conceived in 1943, then sponsored by
local people who organized themselves into the Nebraska Mid-State Association,
received substantial financial support from Buffalo, Hall, and Merrick County
Boards of Supervisors, the cities of Grand Island and Kearney, and landowners
and businessmen in the area who were interested then in utilizing "wasting"
water of the Platte River to increase and stabilize the agricultural economy
of the area. This voluntary contribution amounted to $180,000 between 1943 and
1948 and was used for preliminary surveys for planning purposes by private
engineers, and to formulate the unanimous passage of the 1947 Nebraska Recla-
mation Act and the formation and organization of the present Nebraska Midstat
Reclamation District, sponsor of the midstate project.

Since 1948 the ad valorem tax of the district, allowed by law on total assessed
valuation of tangible property, both real and personal, within the district, has
varied from 1 mill to five-tenths mill, with no levy in 1957. Under the law the
levy, permitted by the district's board of directors, is 1 mill until the project works
are completed. The average thus approximates less than eight-tenths of a mill,
the current 1963 levy.
.In the period from 1948 to 1964, or for 15 years, local people have contributed

to the promotion development of the midstate project and its construction, a total
of approximately $1,300,900.
In this period total assessed valuation on tangible property in the district has

increased from approximately $81 million in 1948 to $134 million in 1963.
J. K. MCKINNEY, Secretary.
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Tabulation of the results of the special election, held by the Nebraska Midst ate
Reclamation District on Oct. 29, 1957, for continuation of the district

Precinct
Cities County Total

Yes No Yes No Yes No

Buffalo County:
Kearney, 1 175 29  
Kearney, 2-1 286 14  
Kearney, 2-2 170 28  
Kearney, 3-1 299 51  
Kearney, 3-2 284 27  
Kearney, 3-3 161 17  
Kearney, 4-1 246 36  
Kearney, 4-2 175 36  

Total 1,796 238  1,796 238

Center 55 40  
Gibbon  247 148  
Riverdale 41 41  
Shelton and Sharon  472 58  

Total 815 287 815 287
Absentee ballots 13 2

Total 2,624 527

Hall County:
  _ 

Grand Island, 1 304 33  
Grand Island, 2 513 30  
Grand Island, 3 308 39  
Grand Island, 4 401 lg  
Grand Island, 5 427 26  
Grand Island, 6  258 10  
Grand Island, 7 461 27  
Grand Island, 8 512 23  
Grand Island, 9  378 14  
Grand Island, 10 366 27  
Grand Island, 11 402 29  
Grand Island, 12 250 19  
Grand Island, 13 267 26  
Grand Island, 14 571 35  

Total 5,418 356  5,418 356

Aida 115 18  
Cameron 73 3  
Center 155 20  
Harrison 108 11  
Jackson 129 16  
Mayfield and South Loup 232 28  
Prairie Creek 47 21  
Washington 662 35  
Wood River 230 74  
Martin 5 0  

Total 1,899 238 1,899 238
Absentee ballots 79 2

Total 7,396 596

Merrick County:
Central City, 1, 2, and 3 181 160  181 160
Central and Prairie Island 13 26  
Chapman 77 70  
Clarksville 194 69  
Lone Tree 48 121  
Mead 10 55  
Midland and Loup 19 128  
Prairie Creek 63 53  
Silver Creek 7 114  
Vieregg 56 51  

Total 487 687 487 687
Absentee ballots 2 0

Total 670 847
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Tabulation of the results of the special election, held by the Nebraska Midstate
Reclamation District on Oct. 29, 1957, for continuation of the district—Con.

Summary Yes No

Buffalo County:
City precincts 1,796 238
Country precincts 815 287

Subtotal 2,601 525

Hall County:
City precincts 5,418 356
Country precincts 1,899 238

Subtotal 7,317 594

Merrick County:
City precincts 181 160
Country precincts 487 687

Subtotal 668 847

Absentee ballots 94 4

Grand total 10,690 1,970

Certified to be correct.
Total vote for approval: City precincts, 10: 1; country, 3: 1.

J. S. MCKINNEY, Secretary.

Mr. LAURITSEN. We also have various matters which are involved
with publications placed by persons in opposition to the project. We
seek permission of the Senate to include these within the file, not
within the published record of the matter. These will be submitted
through Mr. Whitacre if that is your pleasure and desire.

Senator Moss. That would be proper and these will be made part
of our committee file to be referred to as we desire.
Mr. LAU1UTSEN. We have been before the House for 2 consecutive

days. I think my testimony extends over a period of 21/2 hours to
3 hours before the subcommittee yesterday. In view of your willing-
ness to consider the House file, I feel that I have testified perhaps as
fully as I possibly can there. I am willing to subject myself, of
course, to this subcommittee but actually, gentlemen, I think my 2
minutes is up and this is all we wanted to do. If you have questions
I will be pleased to answer. If not, we are entirely willing that our
case be rested there, sir.

Senator Moss. I just have one question. Mr. Palmer referred to
these letters of intent that are in existence. Does this cover a con-
siderable amount of the acreage?
Mr. LAURITSEN. We have water for the irrigation of 140,000 acres

of land. The letters of intent cover 124,000 acres. It was not that
we were unable to get more, it was considered that that was a suffi-
cient majority of the overall and that it would be unnecessary for us
to go further, particularly since they were not represented by any
contracts. Then just what they say, letters of intent.

Senator Moss. Thank you, Mr. Lauritsen.
Are there any questions?
Senator ALLorr. One question.
Do you have any objection to the limitation of authorization to

this? As I looked at my notes a while ago, there is no limitation of
authorization. I happen to have a particular objection to open-end
authorizations.
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Mr. LAURITSEN. I am not at all sure that I even follow your ques-
tion to be able to answer, Senator Allott.

Senator ALLorr. Well, I find in my notes here the bill does not
call for specific authorization, it does call for "the appropriation of
funds for the work to be undertaken by the Secretary of the Interior
under authority for the construction of said State projects." You
have no objection to putting the present estimates in the bill as the
limit of the authorization? We have customarily done that in this
committee.
Mr. LAURITSEN. We certainly would have no objection, sir.
Senator Moss. Thank you, Mr. Lauritsen. We appreciate your

cooperation.
Mr. LAUIUTSEN. We thank you for squeezing us in. We appre-

ciate it.
Senator Moss. Do Mr. Jones and Mr. Steen have prepared written

statements?
Mr. STEEN. Yes, sir.
Senator Moss. They will be placed in the record.
Mr. STEEN. I also have a letter from Governor Morrison and a state-

ment from Mr. E. C. Reed of the Conservation and Survey Division
of the University of Nebraska.

Senator Moss. The letter and statement will be placed in the record
at this point.
(The documents referred to follow:)

STATEMENT OF M. 0. STEEN, DIRECTOR, NEBRASKA GAME, FORESTATION, AND PARKS
COMMISSION

The raidstate project is the best reclamation service project yet proposed in
Nebraska when viewed from the fish, wildlife, and recreation point of view.
The topography of the reservoir areas and of the reservoirs themselves, the

fertility and clarity of the water to be impounded, and the proposed management
of water levels in the reservoirs are unusually favorable to fisheries management
and production. Game management values are above average for an irrigation
project.

Values for water-oriented recreation are outstanding. Location with relation
to center of population in Nebraska is excellent, hence values are enhanced.
Immediate proximity to Interstate Highway 80, which is destined to be one of
the principal transcontinental highways of this Nation, makes these recreational
values assume national significance of substantial importance. We direct your
attention to the fact that Interstate 80 and its "feeder" roads serves an area east
of Nebraska wherein lives one-half of the American people.
When completed, Interstate 80 will be the shortest and best highway between

the populous East and the vacationland West. This department is now engaged
In a major and extensive program of developing recreation areas, wayside parks,
historic parks, nature trails, wildlife areas, etc., on and in the vicinity of Inter-
state 80. It is our objective to make the Nebraska segment of this highway
outstanding in the Nation from the traveler's point of view. We will have three
major roadside parks in close proximity to the midstate reservoirs. These parks
are major projects designed especially for the accommodation of the traveling
public, and we believe they will be among the finest wayside parks in America.

Finally, this agency is both able and willing to assume wildlife and recreation
management of the midstate project if and when constructed, and to develop
fully project potential for the use and enjoyment of the Nation's travelers and
vacationers, as well as for the people of Nebraska.
We support the midstate project without reservation, and urge favorable con-

sideration in this Congress.
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STATEMENT OF DAN S. JONES, JR., DIRECTOR, NEBRASKA DEPARTMENT OF WATER
RESOURCES

• I am Dan S. Jones, Jr., director of the Nebraska Department of Water Re-
sources. I am appearing today as the personal representative of Gov. Frank
B. Morrison, as well as in my capacity as director of the department.
I have here a letter from Governor Morrison to the committee and a written

statement of my own for the record. Also, I have for the record a statement
prepared by Mr. E. C. Reed, State geologist and director of the Conservation and
.Survey Division of the University of Nebraska, regarding the current status of
the ground water situation in the midstate area. My appearance and these
statements are in support of S. 388.

Appearances have been made by me before this subcommittee during previous
sessions regarding legislation to authorize the midstate project as a unit of the
Missouri Basin project.
I understand that your committee will consider the record made at hearings

on S. 970 of the 87th Congress, and, since there has been no change in the status
of matters with respect to which I testified at those hearings, I now only reiterate
and reaffirm the statement I made therein. However, the following points
should be emphasized:

1. Longtime streamflow records show that there is adequate water of
good quality available for the project under priorities established by our
State laws.

2. The water which will be used is now flowing out of the State unused,
with no alternate plans for using it.

• 3. There is no possibility of interstate conflicts with regard to the water
because of interstate compacts and court decrees.
4. The need for the project becomes greater as time goes on.

On behalf of Governor Morrison, Mr. Reed, and myself, I thank you for the
opportunity of appearing and presenting these statements. I hope that they will
be useful to you.

STATE OF NEBRASKA,
Lincoln, February 21, 1964.

Re S. 388.
i1011. FRANK MOSS,
Chairman, Subcommittee on Irrigation and Reclamation,
U.S. Senate,
Washington, D.C.
, DEAR SENATOR Moss: I deeply regret that, as Governor, matters in connection
with the administration of State government will prevent my attendance at the
hearing on the Nebraska Midstate Reclamation District project. I had planned
on attending your hearing, but in view of my inability to attend I am setting
forth my position with reference to this project, which provides for the authoriza-
tion of construction by the Secretary of the Interior as a unit of the Missouri
River Basin project under Federal reclamation laws.

It is my understanding that the proposal of this project development, previously
approved by the Secretary, was reviewed by your committee in 1960 in hearings
on S. 2640 and in 1961 on S. 970, which was approved by your committee and
subsequently by the Senate. Accordingly, as Governor of Nebraska, I wish
to join with other State officials; the Nebraska Legislature; the Nebraska Re-
clamation Association; officials of other irrigation and reclamation project orga-
nizations in the Platte River Valley in Nebraska; numerous municipal, civic,
and farm organizations in the district; and its 60,000 citizens and elected direc-
tors who have supported the development of the multipurpose midstate project
proposal for many years to invite your consideration and approval and that of
the 88th Congress of S. 388.
f I am sure that you are aware that In Nebraska, like other reclamation States
In the West, our most important problem is the proper conservation and utiliza-
tion of our water and land resources to improve and stabilize the economy of
our citizens, present and future. The multipurpose midstate project is for
that purpose, because it will utilize the portion of the winter and spring flows of
the Platte River that now continue to go unused to the Gulf of Mexico.
The project's off-river reservoir system will have a storage capacity in excess

of 600,000 feet and this water, when distributed over the area, will provide
surface irrigation to dryland farms and replenish and stabilize ground water
supply for over 5,000 irrigation wells in the district area of 550,000 acres of
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established farmlands. In addition, the dams and reservoirs will provide
exceptional benefits for flood damage protection to a large agricultural area;
second, for fish and wildlife conservation and recreational development in east-
central Nebraska, where such facilities are now limited and, third, provide
for the production of hydroelectric power. As the records of the hearings on
S. 2640 before your committee on May 20, 1960, and S. 970 in 1961, will show,
the citizens of the midstate area have demonstrated the need for this project
and their support of it by forming themselves into a conservancy-type district
under the laws of Nebraska.
In 1948 they voted by a 2-to-1 majority to approve a tax levy to provide funds

for investigations and surveys. In 1957, at a special election, they voted by a
majority of 5 to 1 to continue the district. Since 1943, more than $1,300,000 of
local funds have been provided by the district for development activities without
Federal or State aid.

Since 1954, Governors of Nebraska and other State officials have actively
supported and cooperated with the midstate district in its efforts to obtain the
assistance of the U.S. Government in the construction of this proposed develop-
ment. The midstate project proposals conform with the laws of Nebraska and
do not conflict with nor foreclose the development of other areas in Nebraska
or elsewhere in the Missouri River Basin. Accordingly, each of the other nine
States in the Missouri River Basin, through their Governors, in 1956 and 1960,
cooperated with the Governor of Nebraska and the directors of the district
In advising the Secretary of the Interior and the respective Interior Committees
of their support in the construction of the midstate project. Therefore, as
Governor of Nebraska, I stress our need for this project and urge your commit-
tee as well as the Congress to act favorably on S. 388, which will authorize its
construction as a unit of the Missouri River Basin project.

Respectfully,
FRANK B. MORRISON,
Governor of Nebraska.

THE UNIVERSITY OF NEBRASKA,
CONSERVATION AND SURVEY DIVISION,

Lincoln, Nebr., February 26, 1964.
Ron. FRANK MOSS,
Chairman, Subcommittee on Irrigation and Reclamation,
U.S. Senate, Washington, D.C.
DEAR SENATOR MOSS AND MEMBERS OF SUBCOMMITTEE: We Wish to support

S. 388, which authorizes construction of the midstate project in Nebraska as a
Federal project included in the Missouri River Basin project. The midstate
project is essential to the complete development of the natural resources of the
area and the maintenance of the agricultural economy of the area under condi-
tions of variable precipitation.
Our office has been engaged in a cooperative ground water investigational pro-

gram with the Ground Water Branch, Water Resources Division, U.S. Geological
Survey since 1930 and the midstate project area has been thoroughly investi-
gated and studied during this period. Therefore, we believe that we are com-
petent to express an opinion as to the effect of this project in relation to ground
water supplies.
There is a high degree of ground water development in the project area at the

present time and additional irrigation wells are being added, especially during
dry periods. The present overdevelopment of the ground water supplies is at
least 11/2 times the average annual recharge to ground water, and this over-
development is resulting in a permanent downward trend in ground water, levels
at an average rate of about one-half of a foot per year. It is reasonable to
expect that a series of dry years will result in the installation of many additional
wells and a further increase in the degree of overdevelopment in the project area
with an increase in the rate of ground water level decline.
The average thickness of favorable water-bearing material in the project area

varies from very little to more than 100 feet in a few areas but has an average
thickness of about 50 feet. If ground water levels should decline at an average
rate of I foot per year, as a result of increased ground water use, the costs of
pimping ground water will increase as a result of the higher lift and the yield
of water per well will be reduced to about one-third of the present capacity in
about 25 years. This could result in a decrease in the effectively irrigated
acreage in the project area to about one-third of the currently irrigated acreage.
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The transportation and utilization of surface water from storage in the area
and diversions from the Platte River will reduce the area which is now entirely
dependent on ground water sources and will result in artificially recharging the
water-bearing formation to the degree that ground water can effectively support
more irrigation without serious depletion.
The water-bearing formations at shallow depths near the Platte River, at the

south edge of the project, are effectively recharged from the winter flows of the
Platte River, but the area thus benefited is limited to a narrow strip near
the stream and does not extend very far from the stream because of the compara-
tively low lateral rate of ground water movement. About 200 water table
observation wells have been measured in the project area for a number of years
and some observation wells in the region have been measured for more than
30 years. From 1930 to 1951 ground water levels in the project area fluctuated
largely according to variations in climate but since 1951 the ground water levels
have dropped at a rate considerably greater than can be explained by climatic
conditions due to the larger withdrawal of ground water for irrigation purposes.
The measurements of ground water levels in the fall of 1963 in those observation
wells showed an average lowering of about 2.5 feet in Buffalo County, more than
1.5 feet in Hall County, and 0.75 foot in Merrick County during the past year.
When the fall 1963 observation well measurements are compared with the long-
term median water levels, Buffalo County is currently about 2.8 feet low, Hall
County is more than 2.5 feet low, and Merrick County is almost 1 foot low.
Extremes are in southeastern Buffalo County and northwestern Hall County
(generally more than 2 miles from the river) where ground water levels vary
from 2 to more than 7 feet below median. Smaller areas in northeastern Hall
and southwestern Merrick County vary from 2 to almost 6 feet below median
water level.
Many irrigation wells in this project area had greatly reduced yields in the

latter part of the 1952-56 drought period and will have more trouble after
another succession of dry years because there are more wells in operation now
than in 1956.
The midstate project area presents an outstanding possibility for the develop-

ment of a joint surface water and ground water irrigation project in which
ground water levels can be maintained Indefinitely at optimum levels with a
properly balanced system and the agricultural economy of the area can be
maintained at a high level.

Yours very truly,
E. C. REED,

Director and State Geologist.

Senator Moss. Now Mr. Tye.
You are an attorney from Kearney, Nebr. ?
Mr. TYE. Yes.
Senator Moss. You have Mr. Eubank with you?
Mr. EUBANK. Yes.
Senator Moss. You are an attorney?
Mr. EUBANK. No.
Senator Moss. But you are from Kearney, Nebr. ?
Mr. EUBANK. Yes.
Senator Moss. That is the similarity.
You may proceed, Mr. Tye.

STATEMENTS OF THOMAS W. TYE, ATTORNEY AT LAW, AND
CHARLES W. EUBANK, KEARNEY, NEBR.

Mr. TYE. Mr. Chairman, I am an attorney for this association
which is a corporation in Nebraska known as the Midstate Irrigators,
Inc.
Mr. Eubank is a director of the corporation and a farmer in the area

and a civil engineer.

•
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To make this short, sir, we submit for the record our statements
which were given in the House, and we call your attention to the
House hearings which we understand you are going to consider here.

Senator Moss. Thank you.
Those statements will be included in the record.
(The statements referred to follow:)

PREPARED STATEMENT OF THOMAS W. TYE, ATTORNEY AT LAW, REPRESENTING
MIDSTATE IRRIGATORS, INC.

Mr. Chairman, members of the Interior and Insular Affairs subcommittee,

my name is Thomas W. Tye. I am appearing here as attorney for the Midstate

Irrigators, Inc. This organization was formally organized on February 4,

1964, when the articles of incorporation were certified by the secretary of state

of the State of Nebraska. We were still in the organizational stage when on

February 17, 1964, we were informed that this subcommittee had set hearings

on the midstate reclamation district and other related projects. From that

date we have worked to bring to you the feeling of these people about this

project. At the present time there are 1,066 members of the organization whose

purpose is to oppose this project. These members represent approximately

217,000 acres of land in the district or 39 percent of the total acreage included

in the district. We further present for your consideration, petitions of 1,900
legal voters and landowners in the district requesting that this project not

be built. We represent to you by way of these petitions approximately 209,000

acres of land in the district or 38 percent of the total 550,000 acres. Of this
209,000 acres, 118,000 acres are presently irrigated or 45 percent of this total
irrigated land in the district.
Mr. C. W. Eubank, one of the members of the board of directors of our

organization will explain to you our specific objections. Mr. Eubank is a

certified engineer who presently is retired and living in the district. For 4

years he was assistant general manager of Farm Crops Processing Corp. He

Is a retired vice president of the Leo A. Daly Co., an architectural engineering

company. Mr. Eubank has worked on such projects as the Distant Early Warn-

ing System, Minuteman missile plant, Hill Air Force Base, and NASA, New

Orleans, La.

PREPARED STATEMENT OF CHARLES W. EUBANK, KEARNEY, NEBR.

My name is Charles W. Eubank. I reside in Buffalo County, Nebr. I own
480 acres of irrigated land in the midstate district. I am a professional engineer
and a retired vice president of the Leo A. Daly Co. of Omaha, Nebr. This com-
pany is among the 10 largest architectural engineering companies in the United
States.
I am not appearing before your committee as a paid engineering consultant,

but as a property owner and a director of Midstate Irrigators, Inc.—which has
recently been organized to oppose H.R. 2681, and Senate bill 388. Through
this paper when I refer to "the hearings", I am referring to "The Hearings
before the Subcommittee on Irrigation and Reclamation in the House of Repre-
sentatives 87th Congress June 25 and 26, 1962."
What arrangements have been made to pay for all damages to property oc-

casioned by the construction of the midstate project?
I note that in the estimates of the various parts of the project, such as Stag-

horn Reservoirs and the various spillways, an item for right-of-way is shown.
I can find no allowance for damages caused by severance, seepage, flooding,
erosion, and other damages.
With 100 miles of main canal, together with the various spillways and laterals,

and reservoirs there would be a tremendous damage to property owners. The
district will surely have to pay for this damage, and yet I can find no allow-
ance for these items.
I note that in the estimate for right-of-way the highest price shown is $300

per acre for the best irrigated land and $75 per acre for the dry land in the
Staghorn Reservoir area. I have owned land in this district for 22 years. I
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have over this 22-year period increased my holding within the district from320 to 480 acres. I have had an opportunity over this period of time towatch land values and it is my opinion that irrigated land in the district wouldsell for at least $400 to $500 per acre and that dry hill land would sell for atleast $100 to $150 per acre. We are sure that the estimate for acquisition ofland and damages is much to low and this item alone will cause a tremendousincrease in the cost of this project.
We contend that the midstate project cannot furnish enough surface waterto the district to make it feasible.
I quote Mr. Dan Jones, director of the Nebraska Department of Water Re-sources on page 50 of the hearings.
"The water supply for midstate, from the Platte River is mainly return flowfrom upstream uses."

• After estimating the amount of water available from the Platte River, andthen adding in the rainfall which can be stored in the reservoirs, the con-sulting engineers for midstate still show that there will be only about one-halfof the amount of water needed for peak demand—page VI-6 of project reportby C. S. Beck & Associates. Therefore, they have planned to install districtwells—to pump from the ground water within the district, up to one-half of theamount of the water required.
On page 1-7 of the midstate project report, there is this statement, and Iquote:
"The capacity of the distribution canals and laterals, was established tosupply about 50 percent of the maximum irrigation requirements at the farmhead gate. The balance of the water requirements, during peak demand periods,can be supplied from ground water, through well pumps to be located alongcanal routes."
The district pumps will, of necessity, be operating at the same time all privatepumps are pumping—during the dryest season of, the year. We are concernedthat these many project pumps will adversely affect the present pumps in thearea. For more than 20 years, the much-publicized purpose of the midstateproject has been replenishment of the ground water within the district, andstill they propose to install numerous pumps to furnish water they cannot

furnish from the reservoirs.
We contend that the present ground-water supply does not need replenishing.
Twenty-one years ago, when this project was being promoted, voters were

told that without this project, ground water would drop in a short time, to the
extent that private pump irrigation would not be practical.
The year 1963 was an extremely dry year. Many. irrigators ran their pumps

continuously, night and day, for more than 2 months. Still, after 21 years of
promoting, and the addition of more pumps, there was an ample amount of
water to raise a bumper crop without the midstate project. The Hall County
Irrigators Association has tested 86 wells in 9 townships for at least 5 years.
These tests show that 82.6 percent averaged the same static level or higher.
In the February 1, 1964, issue of the Nebraska Farmer, Mr. C. F. Keech, district
engineer of the Ground Water Branch of the U.S. Geological Survey says—
and I quote:
"Heavy pumping for irrigation has been in progress along the Platte for about

30 years, and except for small areas of some local overdevelopment, no serious
problems have arisen."
In the same article Mr. Keech said that hydrographs of observation wells

In Buffalo, Hall, and Merrick Counties have remained the same—or risen—
since 1957. Central Nebraska is unique, in that it possesses a huge acquifer
of water beneath its surface. As proof of this statement, I quote from the
October-November 1962 issue of Nebraska on the March, published by the Di-
vision of Nebraska Resources. Credit for this article was given to the Survey
Division of the University of Nebraska. I quote:
"North-central Nebraska is especially significant as a ground-water recharge

area. Aequifers, lying immediately below the land surface, are essentially an
unbroken blanket of unconsolidated deposits, ranging in thickness from a few
feet to more than a thousand feet. The average annual increment to this
underground supply reservoir is estimated to be 8 million acre-feet. Present
utilization is about 3 million acre-feet; therefore, there is an unused balance of
approximately 5 million acre-feet."
This huge reservoir lies just to the north of midstate district. I wish to

submit copies of this issue for the record.
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South of midstate district, the conservation and survey division of the Uni-
versity of Nebraska shows the ground water table in 1963 to be from 2 to 25
feet above the median. This area is mainly in Gosper, Phelps, and Kearney
Counties. The north side of Kearney County borders on the south boundary of
the midstate project. Unquestionably, the rise of the ground water level in this
area is influenced by the tricounty power and irrigation project and by the
Johnson Reservoir, which is about 36 miles west of Kearney. Still a third area
showing a rise in the ground-water level is in Dawson and Lincoln Counties,
some 30 miles northwest of the west end of the midstate project. This rise is
probably influenced by the reservoirs east of North Platte and by the large reser-
voir behind Kingsley Dam.
Summing up this information, I wish to note: The midstate project is so

situated that ground water will drain into it from the huge aquifer on the north.
In November 1962 this aquifer had 5 million acre-feet of unused flow. It will
receive ground water from the south, where the water table has recently risen
from 2 to 25 feet above the median.

There is a great possibility that midstate may receive ground water from the
northwest where the ground water is also rising. All of these sources are al-
ready constructed and are permanent. The ground water from them will con-
tinue to flow easterly with the Platte River. Therefore, it is not necessary to
spend the huge sum of $84 million to irrigate an area which is already under
Irrigation; which has an assured water supply; and the cost of which has been
borne by private capital.
We wish to call your attention to a ground-water map, published in 1938, by

the U.S. Geological Survey, in cooperation with the conservation and survey
division of the University of Nebraska. I submit copies of this map for the
record. This map shows contours of the water table of south-central Nebraska,
which includes all of the midstate project. This map shows that the water-
table level does not follow the contour of the ground surface. It runs in a con-
tinous line from the south side of the Platte River to the north side of the river.
The flow is northeast, following very closely the flow of the Platte having a fall
of about 100 feet in 15 miles. That is why any appreciable rise in the water in
the Platte River will raise the water level northeast through the midstate area.
Likewise, if the remaining water is taken out of the Platte, as the midstate pro-
poses, the ground water along the Platte below the diversion dam will be
lowered. For this reason we do not favor taking the water out of the Platte
River to put it into open canals and shallow reservoirs, where immense qnan-
titles of water are lost by evaporation and seepage. If it is left in the riverbed,
where much of it runs in small channels which are protected from evaporation
by vegetation, any seepage will go to build up the aquifer from which the
farmers pump.

Gentlemen, we maintain that we already have a midstate irrigation project.
The Platte River is our main canal.
The huge aquifer which underlies the area is our reservoir.

Mr. P. Sir, may I first state that we very much appreciate the
cooperation which we have gotten from Senator Curtis and from
Congressman David Martin relative to our position. We understand
and do realize-that they are in opposition to us. However, they have
been in every way cooperative with us.
Secondly, sir, to make this very short, our statements were prepared

on about the .27th or 28th day of February. We have been. con-
tinuing to work. This is a very young corporation organized on
the 4th day of February 1964. Since the time of the preparation of
those statements, our numbers have increased. At the present time,
we represent to you 1,198 members of this organization or 249,564
acres in the district. This is 45.37 percent of the total 550,000 acres
in the district.
We have also submitted to the House petitions from 1,951 persons

in the district requesting that. this project not be built. These persons
represent to you, sir, 241,360 acres or 43.8 percent of the total 550,000
acres in the district. Of this 241,360 acres there are 138,021 acres now
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under irrigation or 53.28 percent of the total irrigable acres now under
irrigation in the district.
We have set out in the House hearings specific objections which we

have to this particular project.
There is one further objection which has been brought to my atten-

tion at this time which we do not believe has been brought out in the
House hearings. This particular objection goes to the fact that there
are approximately 37,000 or 38,000 acres which will be taken off of
the tax rolls in our district because of the construction of this project.
This, we believe, is a further objection to the project in going to the
ultimate cost.
Our specific objections, as I have stated, are stated in the House

hearings. If you wish to hear them, we will be glad to present them
at this time. Other than that. To make our statement short, we
will open ourselves to questions if you have any of this organization.
Senator Moss. Thank you, Mr. Tye.
Do I understand that your objection basically comes down to an

objection to having this charge made against the water users by
those whom you represent?
Mr. Tim. Sir, we represent persons of all types, some who have

their lands presently under irrigation by contribution, some who do
not irrigate, and some who reside in the urban areas.
They object for many reasons. They are afraid of seepage; they

are afraid of costs. There was considerable misunderstanding as
to the extent of this project. Our organization, as I have explained
to you, was not formally organized until very late. However, there
had been individual opposition since the inception of this particular
project. Specific objections can be given to you by Mr. Eubank who
lives in the area, if you wish him to do so.
Senator BURDICK. Do I understand that objection comes from 53

percent of the acreage?
Mr. Tyr. Fifty-three percent of the acreage under irrigation at the

present time yes, sir.
I can submit to you copies of the petition which I submitted for the

House file if you so desire, sir.
Senator BURDICK. It is in the record.
Do you know of any new land that has been brought into this

project?
Mr. TYE. What do you mean by "new land," sir?
Senator BURDICK. Land that has never been irrigated before.
Mr. TYE. That has recently been brought into the district?
Senator Bl7RDICK. Anticipated to be brought in.
Mr. TYE. I don't believe there is any new land anticipated being

brought into the district. I believe the gentlemen from the Interior
and Reclamation Departments have stated that this project has been
the same for the past few years. Our figures are based entirely on
project figures. We do not, in the first place, have the money or the
time to make separate investigation on our own, so our objections
have been based on their figures. We have not taken the time to get
our own.

Senator ALLorr. Will you yield to me for a question?
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Senator BURDICK. Yes.
Senator Amyrr. My previous notes indicate that out of 550,000

acres within the district only 363,000 is irrigable. Of these 259,000 are
now irrigated; is that correct?
Mr. TyE. That is correct.
Our figures, as far as the percentage of land that we represent to

you objecting to this project, are based on the 259,000 acres now under
irrigation, sir.

Senator Auxyrr. So, this leaves 104,000 acres of dry land that is
susceptible of irrigation out of which the project is designed to supply
surplus water to approximately 44,000 acres?
Mr. TYE. According to their report, sir, they intend to supply water

for irrigation to 96,000 acres of land which is now under irriqation
and 44,000 acres of land which is now not under irrigation. This is
my understanding.

Senator ALLcerr. Not presently irrigated?
Mr. TYE. That is correct.
Senator BURDICK. That answers my question.
Senator Moss. Mr. Eubank, would you like to make a statement,

sir?
Mr. ErrnArni. Well, I have a list here of about seven reasons why we

are objecting to this.
Senator Moss. I wish you would read them off. We would like to

have those seven reasons.
Mr. EUBANK. We believe the cost to the farmer is too high. That

is No. 1.
No. 2, we contend that we do no need an irrigation district now

since the farmers have already developed at their own cost their own
system. We do not believe the project is feasible because they do not
have sufficient surplus water to irrigate the acreage shown. We don't
feel that it is feasible to take the water down to make electricity to
pump water out of the area that we already have pumps in. It is only
44,000 acres that does not have it.
We believe the cost of the project is underestimated because the

estimate shows no amount included for damages by seepage, severance,
and many other damages that will exist when we have 100 miles of
canals and 23 stagnant reservoirs and other storages. We feel it would
be a tremendous damage to the property owners adjacent to those
places. We can find no estimate for that damage within the figures.
Mr. Tye mentioned the amount taken out of the tax rolls.
We also feel that, since the Government is already paying large

sums of money for taking land out of production, both irrigated land
and nonirrigated land, and is also paying for surplus crops, we do not
feel it is a good fiscal policy to increase this production because it is
paying more for lands that are irrigated than for lands that are not
irrigated and will increase the crops on the 140,000 or at least the
44.000 that will come into storage and will be surplus.

Senator Moss. What is the principal crop in this area?
Mr. EUBANK. Corn, wheat, alfalfa, soybeans.
Senator Moss. Corn, wheat, and soybeans are surplus crops
Mr. EUBANK. Yes, sir.



76 MIDSTATE PROJECT, NEBRASKA

Senator BURDICK. Not soybeans.
Senator Moss. I thought they were.
Senator ALLorr. Surplusage of soybean oil, but there is not a sur-

plus of soybeans. In fact, there is shortage, the Secretary of Agri-
culture has within the last year applied an artificial price to surplus
to stimulate the production.
Mr. EUBANK. But it is MA a surplus.

. Senator Moss. corn and wheat.
Mr. EUBANK. Not this year.
Senator Moss. I am a year behind, too, apparently, because I thought

soybeans were.
Mr. EUBANK. This is the reason we object to it.
Originally, they had three powerplants included in the project that

we were told would pay a large cost to the farmer—I mean of the
farmer's part. They, of ,course, have proven to be not feasible and
have been taken out and this has increased the cost of farming.
I might tell you that in the tricounty district, just a few miles from

this area, the cost to the farmer is $2.50 per acre-foot for water and
this project his a cost of $5.50 per acre-foot within, say, 20 miles of this.
Mr. TYE. Gentlemen, may I state one other, thing?
We further believe that the project report from the Baker. Asso-

ciates in 1958 estimates land condemnation at $75 to $300. We ,he-
lieve this is too low. We believe our land in this area is worth $400 to
$500 and that dry land is worth from $100 to $150. This is another
reason.
Further may I state that I gave Mr. Eubank strict instructions to

keep this short so he has not run into any detailed explanations.
Senator Moss. I can understand that you did have a chance to

testify rather fully before the House?.
Mr. EUBANK. Yes.
Mr. TYE. Two and a half hours.
Senator Moss. We will follow that closely.
Mr. EUBANK. We appreciate that.
Senator BURDICK. When was your group organized?
Mr. Tin. February 4, 1964; 1 month ago today.
Senator BURDICK. I notice you had Housing hearings on this several

years ago.
Mr. TYE. Yes.
Senator BURDICK. We did not have any report then from the

organization.
Mr. T. We were not organized then. We did not get together

and formally organize until this time, We realize we are late. We
hope you will take recognition of what we have done in this short
period of time.
Senator Moss. We will recognize the fact that you were recently

organized and give full attention to your position.
Senator ALLarr. Just one remark.
For your information and others, this committee has had, I would

say, as far as I know, a universal policy of putting in all of these
projects that hewly irrigated land cannot be put into production for
crops which the Government supports under its commodity program.
I am informed—I have not had a chance to look at this bill—that it
is in this bill. Would this change your thinking any on it?
Mr. ETJBANK. No reason why we should be against it.
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Senator ALLorr. In your statement, one of the reasons you were
against this was it would produce more surplus crops. The policy of
this committee has been to prohibit this in all legislation of this type.
Mr. EUBANK. As I remember what is in the bill, it says "within

10 years." Now we have been told that it would take 10 years after
approval by the Congress. We were told it would take 10 years to
build the project and get it operating. That figure, I think, was
changed by the Reclamation Bureau yesterday. One time they said
9 years and another statement, I think, was 5 years. If the surplus
crops are on after 10 years, then the Government would surely take
the surpluses after that time.
Mr. Tn. This provision was in the bill.
Senator ALLOTT. Ten years after the date of enactment, and we

have had some in which we had it 10 years from the date of completion
of the project and some 10 years from the date of authorization. This
says 10 years from the date of enactment. So that, this committee has
got to pursue one definite policy on it which we have to get together
on.
Mr. TYE. There are two bills in the House, one of which includes this

clause and one of which excludes it, sir.
Senator ALLOTT. I think I can assure you safely that no bill will get

through this committee without the 10-year provision.
Mr. EUBANK. Ten years from enactment, or-
Senator ALLOTT. This I can't tell you.
Senator Moss. One of those times.
Mr. EUBANK. It makes a difference.
Senator Moss. Thank you very much, gentlemen. I appreciate your

cooperation.
We know it was hurried, but let me assure you that your statements

here as well as those in the House will be studied very carefully.
I have two other statements that were submitted, one by Bill Pierce

and one by William E. Welsh. Those statements will be made part of
the record in this case.
(The statements referred to follow:)

NEBRASKA IRRIGATION ENGINEERING, INC.,
Kearney, Nebr., February 21, 1964.

Hon. FRANK MOSS,
Chairman, Subcommittee on Irrigation and Reclamation,
U.S. Senate, Washington, D.C.
HONORABLE SENATOR: The following is a statement that I, Bill Pierce, wish to

make on the proposed midstate project:
The Nebraska Irrigation Engineering Co., located in Kearney, Nebr., works

throughout the proposed midstate project area doing complete land development
for irrigation. This consists of a complete engineering service, the drilling of
irrigation wells, the installation of pumps, engines, electric motors, underground
pipelines, and natural-gas pipelines for irrigation power sources. The company
also does a complete land-leveling service with large earthmoving equipment.
They also install above ground gated irrigation and sprinkler systems for the
irrigation of crops.

Irrigation development has made tremendous strides in the midstate area since
1940. This is directly reflected in land values. In 1940, land values for good
arable land was approximately $100 per acre. Since complete irrigation devel-
opment, the value of well-developed land is up to $600 per acre. In 1940, approxi-
mately 80 acres of the 160-acre farm could be irrigated in a haphazard manner.
With complete development of the farm under irrigation, the production is prob-
ably four times as great as it was formerly.

According to records furnished by the Soil Conservation Service, there are
166,072 acres leveled for irrigation in Buffalo, Hall, and Merrick Counties. It

30-855 0-64-6
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would be a conservative estimate that there be 130,000 acres now developed, within
the midstate project. It is estimated that there are now in excess of 5,000 irriga-
tion wells serving the land in this area.
This increased production has not come about without considerable cost to the

individual farmer. Our record indicate the landowner's investment in the wells,
pumps, and land leveling per 160 acres will average throughout the area in which
we have worked, approximately $12,000. In some cases the expenditure would
be as much as $20,000.
Our ground water within the area is not inexhaustible, and, in certain areas,

the water is being withdrawn faster than it is being replenished. The trend Is
toward the installation of more wells, which will be a further drain on the ground
water supply. In some instances the 50-foot well has had to be replaced with
a 200-foot well to obtain the necessary water to supply the farmers needs. This,
in turn, increases his costs of installation from a $2,500 pumping installation to a
$6,000 installation to do the same job. If the water table continues to be lowered
by the existing pumps, as well as the pumps that will be installed in the future,
the farmers could be in serious trouble. This would be further amplified if
accompanied by a prolonged drought and the high investment per acre, as well
as the high production, could be jeopardized.
With the construction of the midstate project with its reservoirs and canal

systems, the water table will be maintained so that the pump irrigator will have
an adequate water supply. There are also areas within the midstate project
area where irrigation wells are unobtainable. These lands can be served by
gravity irrigation from the distribution system of midstate. This land can be
equally as productive as the land where there are irrigation wells, provided it can
be served with irrigation water.
In some areas of the midstate project the water supply is inadequate or it is

impractical to install a high-priced pump on a small acreage. The supple-
mental water from the midstate project will furnish the water they need to ade-
quately irrigate their crops.
Bankers within the area feel that on a well-developed irrigated farm the

gross income is $10,000 a year more than on comparable dryland farms.
Forward thinking people realize that the water in the proposed midstate area

is one of our most valuable resources. A resource that can be used to develop
new lands for irrigation and create new wealth through out the community.
Water from the Platte River can be used not only to stabilize the present high-
productive capacity of the area, but will guarantee a water supply for a more in-
tensified type of agriculture for generations yet to come.
The assurance of a dependable water supply will encourage continual growth

of our towns, cities and of new industry.
Sincerely,

BILL PIERCE.
Bill Pierce, Agricultural extension engineer, irrigation and drainage, Univer-

sity of Nebraska; irrigation engineering specialist on Case-Wheeler reclamaton
projects; worked in 17 Western States, headquarters at Denver, Cob.; farm lay-
outs, cost estimating, and new project development; zone engineer, Soil Conser-
vation Service, Nebraska-Wyoming-Montana; past 18 years, Nebraska Irriga-
tion Engineering, Inc., of Kearney, well and pump installation, land leveling,
drainage, all types of irrigation and complete farm planning for irrigation or
dryland operation by water-conserving practices.

STATEMENT OF WILLIAM E. WELSH, EXECUTIVE DIRECTOR, NATIONAL RECLAMATION
AsSOCIATION

My name is William E. Welsh. I am executive director of the National
Reclamation Association.
For quite a long period of years, it has been the policy of the board of directors

of the National Reclamation Association to authorize the support of reclamation
projects before the committees of the Congress which have the support of the
responsible agencies within the State and which are noncontroversial between
States. Most assuredly the midstate unit comes within that category and I am
happy, therefore, to appear before your committee this morning in support of
that project.
The pending legislation would include the midstate unit within and as a part

of the Missouri River Basin project so that the construction, operation, and
maintenance of the proposed unit may be undertaken by the Bureau of Reclama-
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tion and integrated physically and financially with the overall Missouri River
Basin project.
For a number of years the midstate project was proposed by the sponsors as

a non-Federal project and the development plan was prepared by consulting
engineers employed by the midstate reclamation district.
The proposed midstate unit would provide an irrigation water supply for

approximately 140,000 acres of land, most of which is now being farmed along
the Platte River Valley in south central Nebraska where it is dependent upon
the rainfall only for the required moisture for the growing of crops. This
area was in the center of the so-called Dust Bowl and bad dust storms of the
1930's. Unfortunately, the area has experienced a number of dry years since
that time which have resulted in inadequate moisture for the growing of crops.
This has resulted in heavy losses to the farmers and has thereby adversely af-
fected the economy of the entire area.
The midstate unit will stabilize the ground water supply for an additional

160,000 acres. It will also provide flood control, recreation and fish and wildlife
benefits, and power for pump irrigation.
It will include a diversion dam, a main supply canal, a reservoir system con-

sisting of more than 20 interconnecting ravine reservoirs, and a well-gravity
irrigation distribution system.
The water users will repay approximately 78 percent of the costs which are al-

located to irrigation over a period of 40 years. The remainder of the costs
allocated to irrigation will be repaid from power revenues from the main struc-
tures of the Missouri River. The midstate shows a very favorable benefit-cost
ratio—approximately 1.57 to 1 based on a 100-year-study period.
As provided in the Flood Control Act of 1944, the midstate unit has been

submitted to the Governors of the Missouri River Basin States and it is my
understanding that they have all given their approval to the project.
A few days ago, when I appeared before this committee in support of the

Garrison diversion unit, I attached to my statement a copy of Resolution No. 14
entitled, "Authorizations and Appropriations for Continued Reclamation Pro-
grams" which was adopted at the last anual meeting of the association in Sun
Valley, Idaho, in October 1963. The members of your committee are familiar
with this resolution and similar resolutions which our association has adopted
over a period of years and I am sure, therefore, that each of you are well ac-
quainted with the policies of our association and realize the strong support
which we give to reclamation projects of this kind. I am therefore not re-
questing that this resolution be included in the records of this hearing.
It is indeed a privilege to appear before your committee today in support of

such an important and much needed project as the midstate unit. I also wish
to express my appreciation to the members of this committee for the strong
support which the committee has given to our reclamation program over a long
period of years.

Senator Moss. That concludes the hearings on S. 388. We will hold
the record open for 2 weeks if anyone else wishes to submit a state-
ment.
(Whereupon the hearing was adjourned.)
(Under authority previously granted the following statements and

letters were ordered printed:)
FEDERAL POWER COMMISSION,

Washington, February 27, 1964.
Hon. HENRY M. JACKSON,
Chairman, Committee on Interior and Insular Affairs,
U.S. Senate, Washington, D.C.
DEAR Mn. CHAIRMAN: Our attention has been called to the Department of

the Interior's report of December 17, 1963, made to the Senate and House Com-
mittees on Interior and Insular Affairs concerning the financial position of
the Missouri River Basin project. One of the recommendations is that the
interest rate on the unamortized balance of the investment allocated to com-
mercial power in project facilities constructed by the Corps of Engineers should
be adjusted effective July 1, 1964, to a rate of 21/2 percent per year (for facilities
constructed or in construction on June 30, 1964, including associated trans-
mission and marketing facilities).
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The Bureau of the Budget has informed us that the Interior Department
has forwarded proposed legislation to the Congress to accomplish this result,
asserting that legislation is needed because "the unamortized balance of the
commercial power allocation of the entire Missouri Basin project must now bear
interest at the rate of 3 percent per year under reclamation law."
The proposed legislation rests on the premise, which we believe is erroneous,

that the rates for surplus power from the Army plants in the Missouri River
Basin are presently subject to determination under section 9(c) of the Flood
Control Act of 1944 pursuant to standards established by the Reclamation Act.
In the view of the Federal Power Commission the rates for power from these
plants, including the interest rates to be used, are governed by section 5 of the
Flood Control Act of 1944 (16 U.S.C. 825s), which does not specify any par-
ticular interest rate. In our opinion under existing law the proper way to effect
any change in the rates for the power from these Missouri River projects, or the
Interest rate on which they are based, is for the Department of the Interior to
propose new rates it believes appropriate under the general standard established
by section 5, by submitting these rates to this Commission for its approval, as
required by section 5.
The jurisdiction conferred by the Congress upon the Commission by the 1944

act followed the established pattern for approving Interior Department rates
in disposing of Army-produced surplus power under the Bonneville Act (50
Stat. 731 (1937) ), and the Fort Peck Act (52 Stat. 403 (1938) ). The Depart-
ment of the Interior, however, has classified the whole Missouri Basin project as
a reclamation project subject to section 9(c) of the Flood Control Act and has
treated the surplus power derived from the projects constructed and operated
by the Corps of Engineers as governed by the provisions of section 9(c) and
the Federal reclamation laws. Under section 9(c) only power from specified
projects to be "undertaken" by the Secretary of the Interior was to be sold under
the Federal reclamation laws.
We are attaching hereto for your information an opinion of the Solicitor of

the Interior Department dated January 18, 1950, setting forth the reasons why
section 5 rather than section 9(c) is applicable to the sales of power in issue.
This is a view which has coincided with the views of this Commission over the
years, but apparently the Department of the Interior has not followed it.

We regret that our views on this matter are being presented at such a late
date, but we nevertheless believe the Congress should be aware of our view of
the existing law. We feel that the question of the interpretation of the existing
law should be settled by the agencies concerned, if possible, or if that is notpossible, by the Attorney General. We suggest that if the Congress believes that
the rates for power from the Missouri Basin project should not be subject to thejurisdiction of the FPC as provided under section 5 of the Flood Control Act,the pending legislation should expressly so provide.
This letter is being simultaneously addressed to the chairmen of the Interiorand Insular Affairs Committees of both Houses, and copies are being sent to theSecretary of the Interior, the Army Chief of Engineers, the Director of theBureau of the Budget, and the Comptroller General, who has discussed theInterpretation of the existing law in several reports.

Sincerely,

[Enclosure]

DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SOLICITOR,

Washington, D.C., January 18, 1950.M-36022.
Memorandum.
To: The Secretary.
From: The Solicitor.
Subject: Power rates—Missouri River Basin project.
The Commissioner of Reclamation has submitted to the Secretary a "Reporton Proposed Interim Rate Schedules for Missouri River Basin Project." TheCommissioner has requested that the Secretary approve the five interim sched-ules contained in the report (exhibit I—V) for use in a designated part of thearea comprised within the Missouri River Basin project.
Former Secretary Krug asked me to consider the propriety of the proposed rate

schedules from the legal standpoint.

JOSEPH C. SWIDLER, Chairman.

4
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The proposed schedules are based on rate studies for the purposes of which it
has been assumed that a number of hydroelectric powerplants (report, pp. 21,
22), with a given installed capacity, will be constructed in the Missouri River

Basin pursuant to section 9 of the Flood Control Act of December 22, 1944 (58

Stat. 887, 891). Of the hydroelectric plants, five (Fort Randall, Gavins Point,

Garrison, Oahe, and Big Bend) are to be constructed by the Corps of Engineers,
Department of the Army, and one, the Fort Peck plant, is now in operation under

the administration of the Corps of Engineers. (I shall hereafter refer to the
hydroelectric plants at Fort Randall, Gavins Point, Garrison, Oahe, and Big

Bend as the "Army plants," and this term will not include the Fort Peck plant,

which requires special consideration.)
One of the standards used in formulating the rates embraced in the proposed

schedules is that the power revenues must be adequate to pay, inter alia, the

"reimbursable irrigation costs" of the Missouri River Basin project "which cannot

reasonably be repaid by water users or from other revenues" (report, p. 6).

The employment of this standard assumes, of course, that the revenues from the

sale of power generated at the Army plants and at the Fort Peck plant may

properly be used, together with the revenues derived from the sale of power

generated at plants constructed in the basin by the Bureau of Reclamation, for

the purpose, among others, of meeting part of the reimbursable costs of the proj-

ect allocated to irrigation. This is based upon the premise that the Depart-
ment of the Army is required to turn over to the Department of the Interior
for disposition all the power generated at the Army plants and at the Fort Peck
plant, and not needed in the operation of those installations; and that the De-
partment of the Interior, in the marketing of such surplus power, is governed
by the provisions of the reclamation laws relating to this subject (43 U.S.C.,
1946 ed., sec. 485h (c) ).

The disposition of power generated at the Fort Peck project is governed by the
provisions of the special legislation relating to that project, and revenues
derived from the sale of such power are not available to meet reimbursable irri-
gation costs.

Section 5 of the Flood Control Act of 1944 governs the disposition of surplus
power generated at hydroelectric plants constructed by the Corps of Engineers,
Department of the Army, in the Missouri River Basin under section 9 of that act.
Revenues derived from the sale of power under section 5 of the Flood Control

Act of 1944 cannot be used to meet any part of the reimbursable costs of a
project which are allocated to irrigation.
The legal question raised by the assumption mentioned in the preceding para-

graph is not one of first impression in the Department. It was considered in a
memorandum dated September 30, 1946, from Assistant Chief Counsel Schwab
of the Bureau of Reclamation to the director of the branch of project planning
of the Bureau. Mr. Schwab expressed the opinion that revenues derived from
the sale of power generated at the Fort Randall Dam (one of the Army plants)
could not be applied to the repayment of costs of the Missouri River Basin
project allocated to irrigation. The memorandum made it clear that Mr.
Schwab's conclusion applied to the revenues derived from the sale of power
generated at any dam constructed by the Corps of Engineers in the Missouri
River Basin under section 9 of the Flood Control Act of 1944, and to the Fort
Peck power revenues as well. The chief counsel of the Bureau of Reclamation
has stated that he concurred in Mr. Schwab's opinion when it was prepared, and
that he has not altered his view. On the other hand, the regional counsel for
region 6 of the Bureau of Reclamation has expressed a contrary view in a
memorandum dated September 2,1949.

Sections 5 and 9 of the Flood Control Act of 1944 (58 Stat. 887, 890, 891) are
relevant to the question under consideration here. These sections provide as
follows:

"SEC. 5. Electric power and energy generated at reservoir projects under the
control of the War Department [now the Department of the Army] and in the
opinion of the Secretary of War [now the Secretary of the Army] not required
in the operation of such projects shall be delivered to the Secretary of the
Interior, who shall transmit and dispose of such power and energy in such
manner as to encourage the most widespread use thereof at the lowest possible
rates to consumers consistent with sound business principles, the rate schedules
to become effective upon confirmation and approval by the Federal Power Com-
mission. Rate schedules shall be drawn having regard to the recovery (upon
the basis of the application of such rate schedules to the capacity of the electric
facilities of the projects) of the cost of producing and transmitting such electric
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energy, including the amortization of the capital investment allocated to powerover a reasonable period of years. Preference in the sale of such power andenergy shall be given to public bodies and cooperatives. The Secretary of theInterior is authorized, from funds to be appropriated by the Congress, to con-struct or acquire, by purchase or other agreement, only such transmission linesand related facilities as may be necessary in order to make the power and energygenerated at said projects available in wholesale quantities for sale on fair andreasonable terms and conditions to facilities owned by the Federal Government,public bodies, cooperatives, and privately owned companies. All money receivedfrom such sales shall be deposited in the Treasury of the United States asmiscellaneous receipts. [16 U.S.C., 1946 ed., sec. 825s.]
•

"SEc. 9. (a) The general comprehensive plans set forth in House Document475 and Senate Document 191, Seventy-eighth Congress, second session, as revisedand coordinated by Senate Document 247, Seventy-eighth Congress, second ses-sion, are hereby approved and the initial stages recommended are hereby au-thorized and shall be prosecuted by the War Department and the Department ofthe Interior as speedily as may be consistent with budgetary requirements."(b) The general comprehensive plan for flood control and other purposes inthe Missouri River Basin approved by the act of June 28, 1938, as modified bysubsequent acts, is hereby expanded to include the works referred to in paragraph(a) to be undertaken by the War Department; and said expanded plan shallbe prosecuted under the direction of the Secretary of War and supervision ofthe Chief of Engineers.
"(c) Subject to the basin-wide findings and recommendations regarding thebenefits, the allocations of costs and the repayments by water users, made in saidHouse and Senate documents, the reclamation and power developments to beundertaken by the Secretary of the Interior under said plans shall be governedby the Federal reclamation laws (act of June 17, 1902, 32 Stat. 388, and actsamendatory thereof or supplementary thereto), except that irrigation of Indiantrust and tribal lands, and repayment therefor, shall be in accordance with thelaws relating to Indian lands.
"(d) In addition to previous authorization there is hereby authorized to beappropriated the sum of $200,000,000 for the partial accomplishment of theworks to be undertaken under such said expanded plans by the Corps of Engineers."(e) The sum of $200,000,000 is hereby authorized to be appropriated for thepartial accomplishment of the works to be undertaken under said plans by theSecretary of the Interior."
Senate Document 191, which is referred to in subsection (a) of section 9,may be described generally as the detailed plan of the Bureau of Reclamationfor the Missouri River Basin, and House Document 475 may be described as theplan of the Corps of Engineers for the basin. Senate Document 247 containsjoint reports from the two agencies looking to the elimination of conflicts be-tween the engineering features of the two plans.

A

I shall first consider the question whether revenues derived from the sale ofpower generated at the Army plants may be used to meet part of the reim-bursable costs of the Missouri River Basin project allocated to irrigation. Thematter of the power from the Fort Peck plant will be reserved for specialconsideration.
If the authority of the Secretary of the Interior to dispose of power generatedat the Army plants is derived from section 5, then, for reasons which I shallgive later, power revenues from these plants cannot, in my opinion, be used tomeet any part of the reimbursable irrigation costs of the Missouri River Basinprojects. If, on the other hand, the source of the Secretary's authority for themarketing of power generated at these plants is found in subsection (c) ofsection 9, a portion of the power revenues may, under the reclamation laws, beused for an irrigation subsidy (see 43 U.S.C., 1946 ed., sec. 485h (c) ).
The language of section 5, if considered alone, seems to provide a ready solu-tion for the problem mentioned in the preceding paragraph. The phraseologyused by Congress to indicate the scope of the section is plain and unambiguous.The section clearly purports to cover the marketing of the surplus power gen-erated at all reservoir projects under the control of the Department of theArmy. No exceptions are provided for, either expressly or by implication. The
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Army plants in the Missouri River Basin will, of course, be parts of "reservoir

projects under the control of the War [Army] Department" and, hence, clearly

seem to be within the plain coverage of section 5.
However, a special statutory provision prevails over a provision dealing in

general terms with the same subject as that covered by the special provision.

Kepner v. United states, 195 U.S. 100, 125 (1904) ; Missouri v. Ross, 299 U.S.

72, 76 (1936). The question arises whether subsection (c) of section 9, in pro-

viding that the "power developments to be undertaken by the Secretary of the

Interior under plans shall be governed by the Federal reclamation laws," is a

special provision covering the disposition of the surplus power generated at all

plants constructed in the Missouri River Basin under_ section 9, including those

constructed by the Army, thus removing the surplus power generated at the

Army plants in the basin from the scope of the general language contained in

section 5, or whether the only power covered by subsection (c) of section 9 is

that generated at reservoir projects of the Bureau of Reclamation in the basin.

It will be noted in this connection that section 9(a) approved "the general

comprehensive plans" of the Corps of Engineers and the Bureau of Reclamation

"set forth in House Document 475 and Senate Document 191, * * * as revised

and coordinated by Senate Document 247 * * *." The plan of the Bureau of
Reclamation set out in Senate Document 191 clearly contemplated that the
Bureau would be the marketing agent for the surplus power generated at all the
plants included in the plan, whether the plants and reservoirs might be con-

structed by the Bureau or by the Corps of Engineers.
On the other hand, the plan of the Corps of Engineers contained in House

Document 475 proposed (p. 4) that "Plans for the production, transmission, and
sale of hydroelectric power should be worked out with the cooperation of the
Federal Power Commission." Senate Document 247, the document revising and
coordinating the previous plans of the two agencies, was silent on the matter
of which proposal respecting the sale of surplus power from the Army plants in
the basin should be adopted. In the light of pis background, section 9(c) does
not itself provide a clear answer to the question whether Congress, in declaring
that "power developments to be undertaken by the Secretary of the Interior under
said plans shall be governed by the Federal reclamation laws," was legislating
only with respect to the generation, transmission, and sale of surplus power from
the plants of the Bureau of Reclamation in the Missouri River Basin, or intended
also to encompass the marketing of surplus power from the Army plants in the
basin.

Since the plain and inclusive language used by Congress in section 5 clearly
covers in general terms the sale of surplus power from all Army reservoir
projects, including the Army plants in the Missouri River Basin, whereas the
ambiguous reference in section 9(c) to "power developments to be undertaken
by the Secretary of the Interior under said plans" does not expressly refer
in clear language to the marketing of surplus power from the Army plants
in the basin, I do not believe that section 9(c) should be regarded as a special
provision applying to the disposition of surplus power generated at Army

plants constructed in the Missouri River Basin under the Flood Control Act

of 1944 and necessarily excepting such power from the general provisions of

law (i.e., sec. 5) applicable to the marketing of surplus power generated at
Army reservoir projects elsewhere.

Accordingly, when House Document 475, Senate Document 191, Senate Doc-
ument 247, and the first three subsections of section 9 are considered to-

gether, it appears that subsection (a) of section 9 was intended only to allo-
cate the construction of the several parts of the Missouri River Basin project

between the Bureau of Reclamation and the Corps of Engineers; that subsec-

tion (b) was intended to apply to the parts of the project which were to be

constructed by the Corps of Engineers; and that subsection (c) was confined

to the parts of the project which were to be constructed by the Secretary of

the Interior. Under this view, subsection (c) has no applicability to the

marketing of surplus power from the Army plants in the basin, and that sub-

ject is covered elsewhere in the act (i.e., in see. 5).
The meager portion of the legislative history of the Flood Control Act of

1944 that is pertinent to the issue under consideration here supports the view

that section 5 is applicable to the marketing of surplus power from all Army

reservoir projects constructed under that act, irrespective of where they may

be situated and including, of course, the Army plants in the Missouri River

Basin.
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The bill which became the Flood Control Act of 1944 was H.R. 4485, 78thCongress. Both sections 5 and 9 were added to the bill by amendments madein the Senate. Section 5 was the result of a committee amendment; section9 resulted from an amendment made on the floor of the Senate. Neither thecommittee report nor the debate in the Senate throws any light on the prob-lem with which we are concerned. However, when the conference report onthe bill was before the House, the following significant colloquy took place be-tween Congressman Whittington, who was in charge of the bill, and Congress-man Rankin regarding the Senate amendment that is now section 5 (90 Cong.Rec. 9282, 9283) :
"Mr. RANKIN. Now, right now On that point I want to ask the gentlemananother question. I thoroughly agree with that principle because it is funda-mentally sound. That provision applies to all projects provided for in thebill where power is to be generated, does it?
"Mr. WHITTINGTON. Wherever generated by the War Department.
"Mr. RANKIN. All projects provided for in this bill?
"Mr. WHITTINGTON. That is, that are constructed by the War Department.There may be in some of the reclamation projects power developed that willbe disposed of in accordance with existing reclamation law.
"Mr. RANKIN. Now, right there is one trouble we are up against. The co-

operative power associations are having to pay higher rates for power gen-
erated at dams built by the Bureau of Reclamation that they are paying at
other dams constructed by the Federal Government. I wondered why an ex-
ception was made as to them.
"Mr. WHITTINGTON. We have made no exception. This bill deals with proj-

ects that are constructed by the Corps of Engineers. We have limited our
amendment, and I think properly, to those projects.
"Mr. RANKIN. This applies to all proposed projects on the Missouri River,

as I understand?
"Mr. WHITTINGTON. Yes; to be constructed by the Chief of Engineers.
"Mr. RANKIN. And also on the Connecticut River?
"Mr. WHITTINGTON. Yes; to be constructed by the Chief of Engineers.
"Mr. RANKIN. In other words, at all projects provided for in this bill, which

generate electricity, the electricity is to be turned over to the Department of
the Interior to be distributed to public bodies, which, of course, includes munici-
pal bodies which own their own facilities—I presume that is right, is it not?
"Mr. WHITTINGTON. Yes; to facilities owned by the Federal Government, pub-

lic bodies, cooperatives, and privately owned companies.
"Mr. RANKIN. In other words, all public bodies, whether owned by the Fed-

eral Government, cooperative power associations, or municipally owned sys-
tems, are to be able to purchase this power at such a rate as will amortize only
that part of the development charged to power. That is correct, is it not?
"Mr. WHITTINGTON. That is true with respect to all projects constructed by

the Chief of Engineers.
"Mr. RANKIN. In other words we do not propose to unload onto the power

consumers the costs of flood control, navigation, and reclamation?
"Mr. WHITTINGTON. Not at all. I may say further in answer to the gentle-

man's question, there is preference to the public bodies and cooperatives in
this bill and in this agreement, just as there is in the existing law passed by this
body on the disposal of power at Bonneville."
Thus, the point now before us was squarely raised in the Congress, and themanager in charge of the bill on the floor of the House stated unequivocally

that section 5 would govern the disposition of surplus power generated at all,
Army plants provided for in the bill, including those on the Missouri River. I
do not believe that this Department should take a contrary position in admin-
istering the provisions of section 5.

As I stated earlier in this memorandum, revenues derived from the sale a
power under section 5 cannot, in my opinion, be used to meet any part of the
reimbursable costs of a project which are allocated to irrigation.

Section 5 directs the Secretary of the Interior to "transmit and dispose of
such power and energy in such manner as to encourage the most widespread
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use thereof at the lowest possible rates to consumers consistent with sound busi-
ness principles," and, in drawing rate schedules, to have "regard to the recov-
ery * * * of the cost of producing and transmitting such electric energy, in-
cluding the amortization of the capital investment allocated to power over a rea-
sonable period of years." As I read these mandates, the Secretary is required
to fix the rates at the minimum figures which will return the costs incident
to the operation of the power facilities and permit amortization of the capital
Investment in such facilities within a reasonable period. This statutory require-
ment leaves no room for the adoption of an additional standard in the formula-
tion of rates—such as the use of power revenues to meet part of the reimbursa-
ble costs of a project which are allocated to irrigation.
Furthermore, section 5 expressly requires that revenues derived from the sale

of power under this section shall be deposited in the Treasury as miscellaneous
receipts. This is clearly inconsistent with any proposal looking toward the
adoption, by administrative action, of a plan for the use of power revenues
under section 5 as an irrigation subsidy.

The construction and operation of the dam, powerplant, and appurtenant
works at Fort Peck, and the distribution of the surplus power generated at this
plant, are covered by special statutory provisions clearly and expressly applying
to this project alone (16 U.S.C. 1946 ed., ch. 12C). Hence, both section 5 and
section 9(c) of the Flood Control Act of 1944 are inapplicable to the marketing
of the surplus power from Fort Peck. See Kepner v. United States, supra;
Missouri V. Ross, supra.
The special legislation relating to Fort Peck provides that the surplus power

generated at this project shall be delivered by the Corps of Engineers to the
Bureau of Reclamation for disposition (16 U.S.C., 1946 ed., sec. 833). However,
the Bureau is not subject to the reclamation laws in the marketing of Fort Peck
power and the use of the proceeds from this activity. On the contrary, the Fort
Peck legislation specifically covers these subjects, and the provisions relating to
power rates and the disposition of power revenues (16 U.S.C., 1946 ed., secs. 883d,
833e, 833i) are similar to those of section r of the Flood Control Act of 1944.

Accordingly, for the reasons stated in part B of this memorandum, it is my
view that revenues derived from the sale of power generated at Fort Peck are
not available to meet any part of the reimbursable irrigation costs of the Missouri
River Basin project.

I am constrained, therefore, to concur in the conclusions reached by Assistant
Chief Counsel Schwab in his memorandum dated September 30, 1946, and to
regard the proposed schedules of interim rates as unsound from the legal stand-
point insofar as they rest upon the assumed availability of power revenues from
the Army plants and the Fort Peck plant to meet part of the reimbursable costs of
the Missouri River Basin project allocated to irrigation.

MASTIN G. WHITE, Solicitor.

Hon. HENRY JACKSON,
Chairman, Senate Interior Committee,
Senate Office Building, Washington, D.C.
DEAR SIR: Enclosed herewith is a copy of Legislative Resolution 37 which was

passed by the Legislature of Nebraska in 73d regular session on the 9th day of
May 1963.

Very truly yours,

NEBRASKA STATE LEGISLATURE,
Lincoln, Nebr., May 10, 1968.

HUGO F. SR%
Clerk of the Legislature.

Tr; —
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[Enclosure]

LEGISLATURE OF NEBRASKA—SEVENTY-THIRD SESSION

LEGISLATIVE RESOLUTION 37

Introduced by T. C. Reeves, 30th District; Richard Lysinger, 34th District; Don
Thompson, 33d District

Whereas the Nebraska Legislature, in 1947 unanimously approved the Nebraska
Reclamation Act which permitted the formation and organization of the 550,000-
acre Nebraska Mid-State Reclamation District in Buffalo, Hall, and Merrick
Counties, to further develop proposals of the multipurpose midstate project to
utilize a portion of the water of the Platte River, now flowing unused to the Gulf
of Mexico; and
Whereas there is now pending before the 88th Congress, Senate, file 388 and

House roll 64, which provide for authorization of construction of the midstate
project by the Secretary of Interior, under Federal reclamation law, as a unit
of the Missouri River Basin project; and
Whereas legislation for this purpose has been introduced in the Congress of the

United States for several sessions: Now, therefore, be it
Resolved by the members of the Nebraska Legislature in 73d session assembled:
1. That the legislature memorializes the 88th Congress and the respective In-

terior Committees thereof to support the proposals of the Bureau of Reclamation
for the $81 million midstate project and approve the above legislation for its
authorization and construction.

2. That copies of this resolution, suitably engrossed, be transmitted by the
clerk of the legislature to the U.S. Senate and House of Representatives, of the
88th Congress, to Hon. Henry Jackson, chairman of the Senate Interior Commit-
tee and Hon. Wayne Aspinall, chairman of the House Interior Committee and to
each Member from Nebraska in the Senate and House of Representatives of the
United States.

DWIGHT W. BURNEY,
President of the Legislature.

I, Hugo F. Srb, hereby certify that the foregoing is a true and correct copy of
Legislative Resolution 37, which was passed by the Legislature of Nebraska in
73d regular session on the 9th day of May 1963.

HUGO F. SRB,
Clerk of the Legislature.

GIBBON, NEBR., March 25, 1963.
Hon. CLINTON P. ANDERSON,
Senate Office Building,
Washington, D.C.
DEAR SENATOR ANDERSON: This letter prepared at the suggestion of 60 signers

of a petition addressed to Department of Interior and others.
The midstate project will again be introduced for Federal approval and money

will be asked for its construction. We feel such a costly project should not be
undertaken until actual need is soundly established and all questions regarding
the issue thoroughly understood.
The following, prepared by farmers, is offered that you may know why there

is opposition to this project. The economic and financial responsibility lies
heavily on farm people. Most of the voters in the district are city residents.
Fear of the loss of domestic water supply due to pump irrigation was used to
win the local election. This same method is being used today to support it
locally and in Washington. To our knowledge, no man whose primary interest
is in agriculture has endorsed or promoted this project.
A map prepared by Mid-State officials was brought before the Committee on

Interior and Insular Affairs in June 1962. This map projects ground water levels
50 years into the future, showing a constant loss in ground water from the year
1930 to 1980, becoming dry in 1970. Also on this map are levels that they claim
would result if the project had been in use, this showing a constant supply of
ground water at the level existing in the year 1930.
Mid-State testimony in the hearing of 1962 claimed a general ground water

loss of 13 feet in the district from 1930 to 1960. Bureau of Reclamation report
of the midstate area 1961 shows some ground water loss previous to 1955. It
also shows a constant gain amounting to about 334. feet from 1955 to 1960. Dur-
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ing the same period (1955-60) the number of irrigation wells has increased from
3,600 to 5,200 or more. The area immediately west of the midstate district
increased in number of wells as much or more in the same period and is pumping
from the same underground water supply.
On page 70 hearing report of June 1962, Mr. Johnson, president of the Mid-

State, stated that the South Central Irrigation District of Nebraska had been of
value in stabilizing the ground water in the area south of the Platte River ad-
jacent to the midstate district. He stated water levels in some irrigation wells
had risen 50 feet. Basements in some homes south of Kearney in the sand hill
ridge have had to be filled because of this water. Seepage for the past 10 years
has been occurring on the south side of the Platte River from Overton eastward
to Lowell and beyond. Will not a 13-foot rise in the ground water level in this
area hinder the building of interstate highway? This highway construction is
now in progress in the district and has experienced trouble with high under-
ground water levels in the past year.

It is estimated that the average depth to water in the midstate district is 20
feet. Much of the district has a high static water level at times appearing as sur-
face water. The interstate highway is being constructed in the high static
water level area.
An irrigation well one-fourth mile north of the city limits of the city of Grand

Island was measured February 12, 1963, showing water level 19.6 feet below
ground level. This and other wells on this farm are 100 feet deep, 80 feet being
in good water-bearing strata. These wells have been used for 10 years and more
and have never shown any sign of production loss and drawdown recovery is
complete in 10 hours.

Unusually high ground water levels and seepage were reported in the Chap-
man and Archer area last spring. These locations are just east of the center of
the district.
In reference to the statement made by Mr. Johnson, president of the midstate,

about the 50-foot rise in the water level being due to the Central Nebraska
Irrigation District south of the Platte River; could not the recent rise in the
water level in the district north of the Platte River be the result of the same
ground water flow he is referring to, also the Kingsley Reservoir on the North
Platte River, its feeder canal extending eastward on the north side of the river
23 miles, and other canals continuing to the Kearney area?

Since the Mid-State is completely encircled by existing Missouri Basin pro-
jects would it not be well to defer the construction of midstate until the full
extent of the ground water flow from these projects can be determined?
If the midstate had been completed in 1955, would they not have taken credit

for the rise in water levels 1955 to 1960 and charged the irrigators for this re-
charge in water levels that came from another source? Our pumping season
is limited from 30 to 60 days; area cropping is such that this is an abrupt start
and stop. How do midstate engineers plan to control the ground water levels
before and after the pumping season? Much of the district has at present under-
ground water levels near the surface. Is it not possible that this project if built
could cause extensive seepage damage?
The U.S. Conservation Service could be the answer to the flood problem In

the district. Much has been accomplished by this Service. This method of
impounding water where it falls is a proven soil and water conservation method
and the benefits are lasting. Recreation sites also are provided in this program.
A watershed district under Watershed Protection and Flood Prevention Act
Is now being formed in the Gibbon-Shelton area. Conservation of water by the
use of terraces and small dams will not cause seepage problems or pose a flood
threat. If the midstate plan of impounding in large reservoirs the water drain-
ing from these highly erosive lands is used, will it not tend to silt in the reser-
voirs and perch water such as is now the situation at Columbus, Nebr.? The
flash flood damage in the area is limited to crops and roads with practically no
threat to human life or other property.

It has been stated by Mr. Haley that the $281/2 million allocated to flood con-
trol by the Mid-State, if invested at 4 percent would pay double the Mid-State
estimate of $500,000 flood damage each year.
The midstate district is a small part of the Missouri River Basin and con-

sidering the damage to the land in the district that the midstate engineers have
not accounted for, will the benefits of the project outweigh the costs?
The 25,000 acres of reservoirs are shown on the map to be mainly out of the

district. If the project is built, who will control this area outside of the district
that is covered with water? How much land will be used for canals, floodways,
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water service laterals, access roads, etc.? Who will be liable for severance
damage to farms, seepage, etc.—the local district or the Federal Government?
Our growing season is limited; what nonsurplus crops can be grown?
Do we need this project when over 90 percent of the irrigable land in the dis-

trict is now being pump irrigated from a proven supply? When power supplies
are ample and other methods of power generation are more economical? When
the flood problem can and is being solved and recreation sites are becoming
available? When we have been asked to reduce our production at least by 20
percent? When, if built, will sever our fields with canals, disrupt our present
farm practices, make us liable to seepage and other damage, and place an indebt-
edness of 52 percent of the cost of the project directly on the irrigated lands?
The irrigators liability to this project should be retired with profits above the
present farm earnings. The estimated irrigation costs per acre under the mid-
state exceeds the current pump irrigation cost.
The district comprises a thriving and productive community, its resources are

abundant. According to geologists ours is the only area on earth with such an
enormous supply of ground water that has a natural annual recharge.
The intent of this letter is to call to your attention some phases of this project

which are in question. It is obvious the writers of this statement are in opposi-
tion to the project. However, if we are overruled and the project is built, may
we rest our troubled souls, complacently, enjoying ourselves with the fishing and
boating facilities so provided at the expense of our grandchildren.

MARK RANDALL.
MARK BOLIN.

STATE OF NEBRASKA GAME, FORESTATION, AND PARKS COMMISSION,
Lincoln, Nebr., August 21, 1963.

SUBCOMMITTEE ON IRRIGATION AND RECLAMATION
OF THE SENATE INTERIOR COMMITTEE,

U.S. Senate, Washington, D.C.
GENTLEMEN: This agency has testified repeatedly in behalf of the proposed

midstate project in Nebraska. May we refer you to our testimony of the past,
particularly to that appearing on pages 127 and 128 of the printed report of the
hearings held by the House Subcommittee on Irrigation and Reclamation on
H.R. 973,3662, and 5073, 86th Congress.
This agency is already engaged in recreational developments in the Platte

River valley which will complement the midstate project. Moreover, we intend
to do our part in behalf of this State toward the maintenance of wildlife and
recreational values inherent in the midstate project. We direct your attention
to the fact that Nebraska has an established record of so doing on reclamation
projects, and we refer you to the Department of the Interior for comment
thereon.
In the wildlife and recreational fields, we consider the midstate project the

most important Federal reclamation development proposed in this State, and
we endorse it unreservedly. We recommend and urge your favorable considera-
tion of S. 388.

Yours very truly,
M. 0. STEEN, Director.

CENTRAL CITY CHAMBER OF COMMERCE,
Central City, Nebr., August 28, 1968.

Hon. FRANK E. Moss,
Chairman, Subcommittee on Irrigation and Reclamation, Senate Interior Com-

mittee, Washington, D.C.
GENTLEMEN: The Central City Chamber of Commerce has been a firm advo-

cate of the midstate program since its inception. We have offered statements
in support of this program since 1959 and now wish to reaffirm this support and
advocacy. It is our earnest hope that the committee will now see fit to advance
S. 388 so that it may become law and our area receive the many benefits
which it will bring.

Respectfully,
ARVID STRANBERG, President.
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Hon. FRANK MOSS,
Chairman, Subcommittee on Irrigation and Reclamation, U.S. Senate,

Washington, D.C.
DEAR SENATOR Moss: This letter, written in behalf of the directors of our

district, is to thank you for your cooperation with the earlier request of Senator
Carl Curtis in scheduling a hearing on S. 388 for March 3.
For your information, and for our requirements at this hearing, we wish

to advise that Dan S. Jones, Jr., director of the Water Resources Department,
State of Nebraska, and Mel 0. Steen, director of the Game, Forestation, and Parks
Commission, State of Nebraska, will appear as witnesses before your committee
to make statements .in our behalf. Also, Mr. Jones will submit a written state-
ment by E. C. Reed, director of Survey and Conservation Department of the
University of Nebraska and the State of Nebraska, pertaining to the ground
water supply in our midstate district area, and its continuing decline due to more
and more installation k of irrigation wells each year without adequate replenish-
ment. This purpose of our midstate project has become a primary one, in order
to maintain and stabilize the growth of our agricultural economy since 1940.
Further, statements will be submitted, in our behalf, by Arthur C. Johnson

and Walter P. Lauritsen, attorney for our district. In addition, we have invited
Senators Hruska and Curtis, together with Congressmen Dave Martin, Glenn
Cunningham, and Ralph Beermann to make statements in support of our pro-
posals, to your committee.
Arthur Johnson and I, together with D. B. McOstrich, staff engineer, will arrive

in Washington, D.C., Wednesday, February 26, for preliminary conferences with
the staff of your committee and with officials of the Bureau of Reclamation rela-
tive to hearing procedures.
Again we wish to thank you and your associates on the committee in assisting

us with this hearing. Since the Senate approved our proposals in 1961, we hope
our 1964 efforts will prove adequate for approval, both in the Senate and the
House.

Sincerely yours,

NEBRASKA MIDSTATE RECLAMATION DISTRICT,
arand Island, Nebr., February 24, 1964.

J. K. MCKINNEY, Secretary.

NEBRASKA RECLAMATION ASSOCIATION,

Lincoln, Nebr., August 20, 1963.
Hon. FRANK E. Moss,
Chairman, Subcommittee on Irrigation and Reclamation, Senate Interior Com-

mittee, Washington, D.C.
DEAR SENATOR Moss: I am told that Senator Carl Curtis has advised the

Nebraska Midstate Reclamation District that your committee will hold a hearing
on the Midstate project bill, S. 388, on August 29.
As the Nebraska director of the National Reclamation Association and as

executive director of the Nebraska Reclamation Association, I have been familiar
for 20 years with the multipurpose proposals of the midstate project and its
need in that area to utilize the wasting flows of the Platte River past the dis-
trict, and the replenishment of the declining water levels in the district.

Also, I am aware of the substantial amount of funds that the local people have
already invested in this development, together with the wide support of these
proposals by State officials of Nebraska, other power and irrigation agencies of
the State, as well as that of local cities, civic organizations, and citizens of the
district area.
Attached is Resolution No. 7, unanimously adopted at the annual meeting of

the Nebraska Reclamation Association on November 29, 1962.
Personally, and in behalf of the association, I urge your committee to approve

S. 388.
Respectfully submitted.

C. PETRUS PETERSON,

Executive Director.
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[Enclosure]

RESOLUTION No. 7.—COOPERATION WITH NEBRASKA MIDSTATE PROJECT

( As adopted by the Nebraska Reclamation Association at the annual convention
at North Platte, Nebr., November 29, 1962)

Whereas the Nebraska Midstate Reclamation District, since 1953, has had
legislation before the U.S. Congress each year for approval of the multipurpose
midstate proposals; and
Whereas such proposals have been supported by the Secretary of the Interior

each year since 1959; and
Whereas legislation in 1960, 1961, and 1962 provided for the "authorization of

construction of the midstate project as a unit of the Missouri River Basin proj-
ect," on which hearings were held each year; and
Whereas the U.S. Senate approved such legislation in 1961 but authorization

was not completed in 1962 by the 87th Congress, and similar legislation for the
same purpose will be introduced in the 88th Congress: Now, be it
Resolved, therefore, That members of the Nebraska Reclamation Association

hereby urge the 88th Congress, in 1963, and officials of the executive department
of the U.S. Government, to support proposals of the Bureau of Reclamation, such
being in conformity with present established Federal reclamation laws and pol-
icies, for the requirements of the district and to expedite such authorization of
construction of the midstate project in Nebraska as proposed.



APPENDIX

"MISSOURI BASIN WATER PROBLEMS"

[Excerpt from Joint Hearings before the Committee on Interior and Insular Affairs

and the Committee on Public Works, United States Senate, 85th Congress, 1st

Sess., dated May 1, 2 and 3, 1957, Part 1.]

STATEMENT OF EDWARD WEINBERG, ASSISTANT SOLICITOR,
POWER, DEPARTMENT OF THE INTERIOR; ACCOMPANIED BY
EDWARD W. FISHER, ASSOCIATE SOLICITOR, WATER AND
POWER, DEPARTMENT OF THE INTERIOR

Mr. WEINBERG. My name is Edward Weinberg, Assistant Solicitor
of the Department of the Interior, and I have with me Edward W.
Fisher, Associate Solicitor, Water and Power, of the Department of
the Interior.

Senator ANDERSON. Mr. Weinberg, do you have some statement to
present to the committee? You understand what the controversy is
about or the question is about?
Mr. WEINBERG. Yes; I do, Senator. I understand basically it con-

cerns the matter of release of water and storage of water.
Senator ANDERSON. It is not just a question of priority of water,

the O'Mahoney-Millikin amendment. It has to do with the state-
ment that electric-power rates must be fixed in such a fashion and at
such a level to make sure that the irrigation would be properly
subsidized.
Do you have any question as to whether or not section 5 or section

9 has any responsibility?
Mr. WEINBERG. Yes, Senator. That question accounts for our pres-

ence here today.
It was raised by letter of May 1 from Senator Murray to Secretary

Seaton, asking for a statement of the position of the Department in
connection with the application of power revenues, principally those
from the Army developments in the Missouri River Basin against
irrigation costs on projects in the basin being developed by the Bureau
of Reclamation of the Department of Interior, and it is to that ques-
tion, Senator, that I am prepared to address myself.

Senator ANDERSON. Go ahead.
Mr. WEINBERG. I want to express my apologies to the committee at

testifying orally at length without giving the committee an oppor-
tunity to follow me in a prepared text.

Senator ANDERSON. May I read just the language to which I raised
some question just the other day?

91
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Mr. WEINBERG. Yes.
Senator ANDERSON. This is the testimony of Mr. Grimes. He said:
And I would like to add here that it is a very, very important understanding

that we have in the basin that it is the power investments and those costsallocated to power with 3 percent interest that will be repaid in 50 years, but
that the rates for the power sales shall be sufficient to return, within whateverthe payment-period is that is provided by Congress, the portion of the irrigationcosts which the irrigators themselves cannot pay.

Mr. WEINBERG. Yes, sir.
Senator ANDERSON. And it was to that question that I directed my

attention first, and I think others came along and directed theirs,
whether or not there is any obligation under the law that the rates
shall be sufficient. to return the power costs, and that portion of the
irrigation costs that the irrigators cannot pay.
Mr. WEINBERG. Yes.
The question involves the interpretation of the application of the

provisions of sections 9 and 5 of the Flood Control Act of 1944.
It is the position of the Department, and has been the position of

successive Secretaries of the Interior from the enactment of the act,
that section 9 of the Flood Control Act of 1944 authorized the compre-
hensive development of the Missouri River Basin consisting of two
coordinated parts—one part to be undertaken by the Department of
the Army, the other part to be undertaken by the Department of the
Interior—together comprising an overall plan for multiple purposes,
such as flood control, irrigation, power, navigation, fish and wildlife,
and other beneficial purposes.
We have to consider in this matter first the question of the interpreta-

tion of the statute in the light of the plans appended in Section 2, sec-
ond, there is the issue of the implementation or the administration of
this statute by the Department charged with the marketing of power
and of the development of the irrigation, and third, we come to the
matter of the congressional recognition of the departmental imple-
mentation and interpretation of the statute.
Now, when we read section-9 and we read section 5, it is immediately

apparent that there is raised here a problem originally of what was
the intention of Congress, for, if the statutes were entirely clear on
the matter, we would not be here trying to explain the departmental
position and the question would not have been raised.
It is the view of the Department that the key to the matter is to be

found in an examination of the plans that were authorized and adopted
by section 9, although we must concede at. the outset that while the
Department has taken one view, other views can also be taken on a
reading of the statute, and particularly could this have been the case
at the beginning of operation under this statute especially if careful
consideration is not given to the Senate and House documents com-
prising the Missouri Basin plans.
Senator ANDERSON. Why do you refer to section 9 and not simul-

taneously to section 5?
Mr. WEINBERG. The issue, Senator, is which of those sections applies.

Upon examination of the plans that were approved in section 9, it is
clear that the heart- of the Interior Department's plan, which is one of
those which was approved, was a basinwide development, under prin-
tiples of reclamation law, in which all of those green areas shown on
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the map there would be developed for irrigation purposes under the
principle of reclamation law that all of their costs must be returned,
with the consequence that that part of those costs which were to be re-
turned which could not be returned by repayments by the water users
would be met under reclamation law from revenues derived from the
sale of power. The Department's plan recognized that most of this
power would be developed by the Army engineers but that the De-
partment would market it, would build the transmission lines, and the
rates would be established under the provisions of reclamation law.
That being the case, Senator, upon the examination of the plans, it

was the conclusion of the Secretary that section 5 had no application
to the sale of power from Army projects in the Missouri River Basin.
Senator ANDERSON. House Document 475—what was that?
Mr. WEINBERG. House Document 475 is the Army's plan for the 
SenatorANDERSON. Army plan?
Mr. WEINBERG. Yes.
Senator ANDERSON. I was hearing you discuss it as though it was only

the Department of the Interior's plan.
Mr. WEINBERG. Not at all, Senator.
Senator ANDERSON. There was then an Army plan?
Mr. WEINBERG. Oh yes yes, indeed.
Senator ANDERSON. Good. We agree on that.
MT. WEINBERG. We certainly do.
Senator ANDERSON. Because in the Army plan there were some pro-

grams set forth too, were there not? kr ,
Mr. WEINBERG. Yes principally for flood-control purposes.
Senator ANDERSON. And erection of dams?
Mr. WEINBERG. Construction of dams.
Senator ANDERSON. Which would generate power?
Mr. WEINBERG. That is correct, Senator.
Senator ANDERSON. There are, therefore, two kinds of plans?
Mr. WEINBERG. That is correct.
Senator ANDERSON. Therefore, there might be two ways of selling

power?
Mr. WEINBERG. That is entirely correct.
But, in the Army plan, there was not a consideration of the question

of who was to market the power and under what circumstances the
Power was to be marketed. This was dealt with at length in the
Interior plan. It was not dealt with in the Army's plan.
The Chief of Engineers recognized, in transmitting the Army plan,

that there would be the opportunity and the necessity for other
agencies to play a part in the Missouri Basin development, in order
for all agencies to engage in the accomplishment of a truly compre-
hensive plan, and the Army report does not deal with the question of
paying off the irrigation costs or the marketing of power, as such.
Senator ANDERSON. Would it have been proper for the Army, that

does not have anything to do with the Bureau of Reclamation, to set
forth in its plan how the irrigation costs would be paid for?
Mr. WEINBERG. I think that is a matter in which the Army prop-

erly deferred to the Department of the Interior, although I would not
say it would be improper for the Army as an agency of Congress,
when called upon to make a comprehensive survey, to offer its views to
the Congress.

30-855 0 - 64 - 7
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Senator ANDERSON. On irrigation?
Mr. WEINBERG. On irrigation, yes.
But the issue, as the Department saw it, was that there were these

two plans developed.
The Army's plan was House Document 475. The Interior Depart-

ment's plan was Senate Document 191.
There were certain physical differences between the two plans, and

those were reconciled in Senate Document 247 of the 78th Congress,
2d session, which was a joint report to the Secretary of the Interior
and Secretary of War from the Chief of Engineers and the Commis-
sioner of Reclamation announcing the reconciliation of the plans.
The Commissioner and the Chief of Engineers annouced their con-

clusions that they had now developed a unified plan in these words,
which are quoted from paragraph 16 of Senate Document 247:
Development of the Missouri River Basin in accordance with House Document

475, 78th Congress, 2d session, and Senate Document 191, 78th Congress, 2d ses-
sion, as coordinated in the included joint engineering report, if authorized as a
unified plan, will secure the maximum benefits for flood control, irrigation, navi-
gation, power, domestic and sanitary purposes, wildlife, and recreation.

I stress the phrase "if authorized as a unified plan."
We turn then to Senate Document 191 to see how the Interior plan

dealt with this specific matter of marketing the power and meeting
the costs of the irrigation development which were over and above
the ability of the water users to pay, and I will refer to certain seg-
ments of Senate Document 191 at this point.
In the letter, at page 1 of Senate Document 191, from Secretary

Harold L. Ickes to the President, dated May 1, 1944, transmitting the
Interior Department report to the President for his review, prior to
its submittal to the Congress, he had this to say:
The initial stage proposed in this report would involve expenditures estimated

at $200 million. The economic and human gains which can be expected will
amply justify this expenditure. The plan has engineering feasibility. Water
users, rural and urban, would be expected to repay in accordance with their
ability and the benefits extended to them, part of the costs, and I find they can
probably meet the charges indicated. Power users would be expected to repay
additional parts of the cost. It reasonably can be expected that these returns
to the United States Treasury will be effected. Flood Control and Navigation
allocations would be nonreimbursable.

Then he goes on to say in the last paragraph:
I find desirable and feasible the development of the Missouri River Basin in

accordance with this Report on the Conservation, Control, and Use of the Water
Resources of the Missouri River Basin, and I recommend authorization for
construction after the war of the initial stages, in accordance with the report
and as contemplated in section 9 of the Reclamation Project Act of 1939.

The report of the Commissioner of Reclamation to the Secretary of
the Interior, at pages 2 to 4 of Senate Document 191, had this to say,
in describing the proposed plan:
The reclamation plan proposes a total of 90 reservoirs, with the combined

capacity of 45,700,000 acre-feet, most of the reservoirs on tributaries of the
Missouri for use in irrigation, flood control, and power development, but two-
thirds of the reservoir capacity on the main stream for use in flood control, aid
to navigation, power development, and irrigation.

I interpolate here to say when speaking of the reclamation plan, the
Commissioner of Reclamation there was speaking of the ideas of the
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Bureau of Reclamation as t,o what was to be constructed, but not that
the Bureau of Reclamation was to construct the main-stream reser-
voirs.
He went on :
wS. n fully developed, the plan would provide water for the irrigation of

4,760,400 acres of dry land and supplemental water for 538,000 acres of land now
irrigated but not assured adequate water in years of low run-off. Seventeen
power plants, in the completed power system—

and these plants let me point out, included plants to be construct,ed
by the Department of the Army, as well as to be constructed by the
Department of the Interior—
would supply seasonal power for pumping water for irrigation, and nearly 4 bil-
lion kilowatt-hours of firrn power, annually for domestic, comnaercial, and indus-
trial use.

Then later on in the Commissioner's report of April 28, 1944, ap-
pearing at page 4 of Senate Document 191, he commented upon the
views of the Department of the Army in this fashion :
I agree with the Chief a Engineers that details can be worked out satisfac-

torily through cooperation as the projects are constructed on the tributary
streams. I agree that the agency with the dominant interest should construct
the dams and other works in the basin, and I agree that main-stem storage dams
sIS uld be constructed by the corps, owing to their close relationship with flood
control and navigation. The reclamation plan provides a storage capacity in
main-stem reservoirs of 24,950,000 acre-feet, which is 10.250,000 acre-feet less
than that proposed by the corps, but when considered together, with more than
10 million acre-feet of storage provided upstreant, this amount is believed to be
sufficient to provide full flood protection and ample storage for regulations for
I.vigation.

Then followed some discussion in the Commissioner's report about
the Garrison and Oahe Dams.
Following that the Commissioner went on to
I find that the proposed development a the Missouri River Basin is needed,

as conclusively shown in the report. The plan has engineering feasibility. The
ultimate cost is estimated at $1,257,645,700, and the annual benefits a the com-
pleted development would be 2.57 times the annual cost.

Then follows a table of benefits, including the benefits from the
.Army power development, the flood control, navigation, and so on.

"Irrigation," he then says, "would be expected th repay in 40 annual
payments $298,000,000. Power revenues in 50 years would repay
$423,100,000, and municipal water users would repay $20,000,000.
Then he went on to recommend the plan.
Senator ANDERSON. Will you tell us where you were reading from,

now ?
Mr. WEINBERG. I was reading from page 4 of Senate Document

191.
Senator CASE. That would be controlling with respect to Fort

Randall, Big Bend, and the Oahe Reservoir ?
Mr. WEINBERG. Yes, in terms of applying the revenues against the

costs.
Senathr CASE. Bilt it would not be applicable with respect to the

Gavins Point Reservoir and the Garrison Reservoir ?
Mr. WEINBERG. Tliere was aareement on those. There were con-

flicts in principal features whicliwere adjusted.
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Senator CASE. Well, paragraph (c) of section 9 says: "subject
to"--and I will skip a few words to emphasize this—
subject to the allocations of costs and the repayments by water users made insaid House and Senate documents.

And so forth. The coordinated document, No. 247, says, in para-
graph 4, that it was agreed, and so forth, with regard to the other
two subdivisions, that everything was agreed upon "with the follow-
ing modifications."
(a) (1) the Gavins Point Dam and Garrison Reservoir to develop in accord-ance with House Document 475. That would be Army. Gavins Point and Garri-

son to be developed with the allocations of cost and repayments by water users,
and so forth, as recommended in the Army report.

And the next paragraph (2) :
The Fort Randall Reservoir, the Big Bend Reservoir and the Oahe Reservoir

to be developed in accordance with Senate Document 191.
That would mean that the Senate document, the Bureau of Recla-

mation plan for Fort Randall, Big Bend, and Oahe, would be fol-
lowed.
Mr. WEINBERG. These go to the ph.ysical structures, Senator Case.

There was disagreement as to the size of some of these main-stem
reservoirs and where they should be located.

Senator CASE. Well, just a minute. Section 9 (c) does not go to the
physical structures only.
MT. WEINBERG. Oh, no.
Senator CASE. It says:

subject to the findings and recommendations regarding the benefits, the alloca-
tions of cost, and the repayments by water users made in such documents.
Mr. WEINBERG. That is correct. And that is the premise upon which

the Secretary concluded that the power from these Army structures
was to be marketed under reclamation law for the purpose of meeting
the irrigation costs from these irrigation developments that were
beyond the repayment ability of the water users. That is the sig-
nificance of the basinwide findings and recommendations. And it
is in that context that the Department's report discussed the amount,
that could be repaid by the water users and the balance of the irri-
gation costs that was to come from revenues developed from the sale of
the power throughout the basin without regard to the agency which
constructed and operated the powerplant. And there are some further
recommendations in the Interior plan which bring that out.
Senator CASE. Going one step further: Under the Federal recla-

mation laws, where do repayments go when they are collected?
Mr. WEINBERG. From works that are constructed by the Secretary

of the interior, they go into the reclamation fund.
Senator CASE. Where are the receipts going from the power sold

from the main-stem reservoirs today?
Mr. WEINBERG. We have just recently advised the General Account-

ing Office that as we view it the revenues that are allocable to the
Army powerplants should be deposited in .the general fund of the
Treasury to the credit of miscellaneous receipts.

Senator CASE. Under what authority?
Mr. WEINBERG. Under this: The deposit of re .% -nue in the reclama-

tion fund is controlled by the provisions of the Hayden-O'Mahoney
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amendment to the departmental appropriation act for the fiscal
year 1939.- That provides that all revenue received from reclamation
development constructed by the Secretary of the Interior through
the Bureau of Reclamation should be deposited in the reclamation
fund. Since the Bureau of Reclamation or the Secretary of the In-
terior has not constructed Gavins Point Dam, Oahe Dam, or the other
main-stem dams, the Hayden-O'Mahoney amendment does not apply.
Under general principles of law all revenues for which not other dis-
position is provided are for deposit in the general fund of the Treasury.
Senator CASE. Section 5 of the Flood Control Act of 1944, as you

know, which relates to the power energy generated at reservoir
projects under the control of the War Department, concludes with
this sentence:

All moneys received from such sales shall be deposited in the Treasury of
the United States as miscellaneous receipts.

And you are now saying, then, that the money presently being col-
lected for power generated at the Army-constructed dams is going into
the miscellaneous receipts of the Treasury, not under this sentence of
section 5, but under application of general law.
Mr. WEINBERG. That is correct.
Senator CASE. How do you construe it that way, in the face of the

specific provision in this act where the Missouri River program is
authorized?
Mr. WEINBERG. Because the Department has taken the position

from the outset that in proceeding to market power from Army dams
in the Missouri River Basin it is proceeding under authority con-
ferred by section 9, which brings in the reclamation law, Senator, and
in the absence of a provision in the reclamation law dealing with the
deposit of revenues from projects not constructed by the Secretary
of the Interior, they must, under general principles of law, be de-
posited in the general fund of the Treasury.
Senator CASE. And you contend that section 5 does not apply to

the Missouri River program?
Mr. WEINBERG. This is the position of the Department, Senator.
Senator CASE. And how does the Secretary of the Interior get the

power from the dams constructed by the Corps of Engineers in the
Missouri River Basin?
Mr. WEINBERG. Because that was a part of the two plans that were

approved by the Congress in section 9 of the Flood Control Act of
1944.

Senator ANDERSON. What about transmission lines?
Mr. WEINBERG. The transmission lines are constructed under rec-

lamation law.
Senator ANDERSON. Then the revenues from those flow back to the

reclamation fund?
Mr. WEINBERG. That would go into the reclamation fund until there

had been deposited therein, in accordance with the Hayden-O'Mahoney
amendment, an amount equal to the costs to be returned from power,
and thereafter under the Hayden-O'Mahoney amendment those rev-
enues, too, would go into the general fund.

Senator O'MAHONEY. Mr. Chairman, would the Senator yield to
me for a minute?
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I venture to make the request, because I have another committee in
progress, and I am doing some work for that, and I must leave. But
I would like to make a comment, which is not at all relevant at the
moment to what Mr. Weinberg is saying, but which nevertheless is
prompted by some of the things that he has said.
This compact, and the plan that was finally developed, was the

result of the final action of President Roosevelt in requesting, to use
a mild word, the Bureau of Reclamation and the Army engineers to
get together.
One of the great difficulties that I had, when I was before serving

on this committee and trying to bring about the development of the
Missouri River Basin, was that both the Army engineers and the
Bureau of Reclamation were spending money which they sought from
Congress year by year, planning for the development of the water
sites. Both Bureaus wanted the same sites. Both Bureaus sought to
draw plans for the same sites.
In my own State, the Boysen Reservoir was studied by the engineers

and studied by the Bureau of Reclamation. We had lots of studies,
but we had no construction.
I talked it over with the Secretary of War. I talked it over with

the Secretary of the Interior. There were no results. And finally I
went to the White House, and I said to Franklin D. Roosevelt, "Mr.
Roosevelt, there is no power in the United States except yours to
knock the heads of the Army engineers and the Bureau of Reclama-
tion together so that we can get a Missouri Basin development plan."
I said, "Mr. President, you want to develop this area, you want to

have this water used by the people who live there. Won't you please
make these two subordinate bureaus of yours get together on a joint
plan ?"
That was the origin of the Pick-Sloan plan. Pick was the head of

the engineers, General Pick, a very able man, and Sloan was a very
able engineer, for the Department of the Interior and the Bureau of
Reclamation.
But all of this rests upon the basic concept that water is to be used

by the people who can use it. I have always been proud, on St. Pat-
rick's Day, when addressing an Irish aggregation, to tell them that
the only Brehon law, the ancient Irish law, which survives, of which
I have any knowledge, is the water law of the West. Because the land
in ancient Ireland could not be held by anybody in idleness. If any-
body in the family or in the group or in the clan saw some land which
was not being used, he could go to the authorities and say, "This land
is not being used. I can raise my family on it." And he got the use
of it.
Now, that is the rule with respect to Western water. That is why

the Irish are so properous in the West.
Senator ANDERSON. I knew he would get the Irish into it.
Senator O'Mahoney, the discussion arose over a statement that was

made here, which said that they had in the basin a very clear under-
standing that the power costs allocated to power with 3 percent in-
terest would be repaid in 50 years, but that the rates for the power sales
shall be sufficient to return within whatever the payment period is as
provided by Congress, the portion of the irrigation cost which the
irrigators themselves cannot pay.

a
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Now, it is that latter part that some of us questioned a little
because there has been as yet no large interest in irrigation. There is
$21/1 million charged against irrigation, and apparently it is the con-
tention that before any drop in our rates can take place, not only do
the costs allocated to power have to be paid but you go out and set up
another $2 billion for irrigation projects that will never be built, that
may never have feasibility and may never be approved by the Congress.
And we wondered if the rates might not be lowered and adjusted when
the power features had been paid for.
Senator OWAHONEY. Well, of course, the objective of that amend-

ment was, of course, to obtain revenue which would be applied to the
construction cost.
Now, I adhere to the general principle that you can frequently in-

crease your revenue by lowering your rates. And if by so doing the
revenue applicable to irrigation and power costs can be enlarged, then
I would have no objection to lowering the rates.
But I do believe that both in Congress and in the Department we

should be very careful not now to suggest reclamation projects which
are really not feasible.
The whole basis of the reclamation law is to build feasible projects.
Senator ANDERSON. And if there is an irrigation project running to

several hundred thousand acres at a time when we are having some
difficulty with our present agricultural production, that would add a
burden of $1,300 an acre to farmland—and not greatly improve.
Senator 0'1111AHONEY. It would certainly be an argument of in-

feasibility.'
Of course, in 1939 we amended the reclamation law in order to pro-

vide for the multiple-purpose projects. Now we want to use the water
for all proper purposes to the utmost. The was what was in the minds
of those of us who sat on the Irrigation and Reclamation Project Com-
mittee at that time. We desired to promote not only reclamation and
power but to promote reclamation and wildlife and those other water
uses which bring people into an area. But there was always the rule
of reason. We did not believe that reclamation should be carried on
to an unreasonable extent.
I have had many a battle with the Bureau of Reclamation about

projects which actually turned out to be infeasible after they had been
constructed, because sufficient time had not been taken in the begin-
ning to make sure that the land was actually arid.
Senator CASE. Well now, Mr. Chairman, that certainly is a very

important question here. A great deal of the proposed irrigation under
the Missouri River program is still in the state of examination.
The question of feasibility has not been determined, and particularly

with respect to some of this land that Senator Anderson suggests may
represent an investment by somebody of $1,300 per acre, or whatever
it may be.
Now, then, the question is: Shall the power users be saddled with

a rate of power based upon the anticipation of taking care of the cost
of an irrigation project which has not yet been proven feasible and
which may never be constructed?
Senator IYMAHONEY. Well, I think that in looking into the future

we must always look from the standpoint of what is feasible.
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Senator ANDERS0147. Here we have a project that iS going tO•generate
a. tremendous lot of current.. Now, if you try to put behind it $2 bil-
lion of a potential • future reclamation project that will involve very
expengiv- e itrigation, running a minimum of, let us say, $500 an acre
to all' the land, and well over a thousand dollars to others, you will
con fie out with :a rate that is not an industrial rate that is at all competi-
tive to What-exists in the Pacific Northwest.
Senator °MAHONEY. Well, as I said in the beginning, reduced rates

can' produce higher revenue. And that should be the controlling fac-
tor. In other words, you cannot sit around the table now and judge
what, the rates ought to be 25,30, or 50 years from now.
Senator ANDERSON. No, but there are two sections of this Flood

Control Act in 1944, as you know better than I do. But section 5 has
one provision about the sale of electric power, and section 9 has an-
other that throws it under the Reclamation Act. They take that part
of Section 5 that says the funds shall be put back and citkvered into
miscellaneous receipts so that it does not get into the reclamation fund,
but use section 9 to say that the rates must be sufficient to parfor sub-
sequent irrigation.
That results in a 4- or 5-mill rate where if you were only, seeking

to pay for the power 
Senator O'MATIONEY (interposing) . Well, of course, feasible irri-

gation was what was understood.
Senator ArrnERsoi.r. It is not so understood now, apparently.
Senator °MAHONEY. Of course, I know every bureau wants to ex-

pand itsactivities.
Senator CASE. Senator O'Mahoney, do you recall the reason for this

language in section 5':
The Secretary of the Interior is authorized, from funds to be appropriated by

the Congress, to construct or acquire, by purchase or other agreement, only such
transmission lines and related facilities as may be necessary in order to make
the power and energy generated at such projects available in wholesale quan-
tities--

and so forth?
My recollection is that there was a Bailey amendment, which would

have required that the power be sold only at the dam site, and this
authorized the Bureau of Reclamation to construct transmission lines,
but only such transmission lines as were necessary.
Senator °MAHONEY. The Bailey amendment was not adopted.
Senator CASE. It was not adopted. That is right.
Senator O'MAHOlVEY. And this was the policy that was decided

upon.
Senator CASE. Now, would you consider that that sentence was in-

tended to apply to the projects in the Missouri River program?
Senator °MAHONEY. Well, I have not read the record recently, and

I would prefer to reserve my judgment. This I do know, and that
is that there has been a constant battle over the length to which the
Government may go in making available the power resources which it
develops. And attempts have been made to hamper the Government.
Attempts have been made to expand the powers of the Government.
And as a former member of the Appropriations Committee, I know
that many a legislative provision has come into the Senate and passed
into law on an appropriation bill.
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Senator CASE. I think you gave a very good answer. I really was
not intending to trap you. I was trying, however, to get the benefit
of your personal connection with a lot of the history of this legislation.
I was going to ask that question of the legal representatives, or the

gentlemen from the Solicitor's Office of the Department of the In-
terior. I want to ask them too if they regard the Missouri River
projects as bound by that language on the construction of transmis-
sion lines.
Mr. WEINBERG. No, sir. We do not. ,
Senator O'MAHONEY. I thought there was some additional law here.
Mr. WEINBERG. The reclamation law, Senator.
Senator ANDERSON. Section 5 has no bearing, then.
Mr. WEINRERG. Not in the Missouri River Basin, Senator.
Senator CASE. He has to say that to be consistent in his other state-

ment that section 5 does not apply to the Missouri River Basin.
.Mr. WEINBERG. Sometimes it would be nice to quote Emerson's
dictum about consistency being the hobgoblin, but this is one occasion
when we are consistent on the view that section 5 does not apply in
the Missouri River Basin.

Senator CASE. Now, that is interesting, because I think it has been
generally assumed through the area that the only transmission lines
that the Secretary of the Interior could construct in the Missouri
River program were these as described in that sentence of section 5.
But, of course, if you deny the application of section 5 altogether,

then you are consistent.
Mr. WEINBERG. Senator, the Bureau of Reclamation and the De-

partment come before the Appropriations Committees and justify their
requests for transmission lines in the Missouri River Basin in the
same manner and in the same fashion as they do in the Central Valley
and in any other area in which the Bureau of Reclamation operates
through the marketing of power.

Senator CASE. And you think that if the Bureau of Reclamation
came before the Appropriations Committee and asked for the build-
ing of transmission lines to carry power to consumers, which would
be over and beyond that necessary to make the power available in
wholesale quantities, it would be legally within its rights?
Mr. WEINBERG. This is controlled by the Keating amendment,

Senator, to the Bureau's portion of the departmental appropriation
act, which is carried annually, and which in effect precludes the con-
struction of any transmission lines in areas covered by wheeling con-
tracts unless wheeling over privately constructed lines is not available.
Senator CASE. When was the Keating amendment adopted?
Mr. WEINBERG. I will have to rely on Mr. Lineweaver.
Mr. LINEWEAVER. About 1948 Or 1950.
Senator CASE. Then it was subsequent to this. Between 1945 and

1948 you would not have been bound by it.
Mr. WEINBERG. That is right. There was very little construction

of transmission lines in the Missouri Basin between 1945 and 1948,
which was at the outset, really, of the construction program.
Senator CASE. What is the basic provision in the Federal reclama-

tion laws, then, with respect to the sale of power to cooperatives and
public bodies?
Mr. WEINBERG. Section 9 (c) of the Reclamation Project Act of

1939. Senator.
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Senator CASE. Is that substantially as it appears in section 5?
Mr. WEINBERG. N O.
Senator CASE. Would you read it for the record?
Mr. WEINBERG. Yes; I would be glad to.
I am reading from section 9 (c) of the Reclamation Project Act of

1939:
Any sale of electric power or lease of power privileges, made by the Secretary

in connection with the operation of any project or division of a project, shall
be for such periods, not to exceed forty years, and at such rates as in his judg-
ment will produce power revenues at least sufficient to cover an appropriate share
of the annual operation and maintenance cost, interest on an appropriate share
of the construction investment at not less than 3 per centum per annum, and
such other fixed charges as the Secretary deems proper: Provided further, That
in said sales or leases preference shall be given to municipalities and other public
corporations or agencies; and also to cooperatives and other nonprofit organi-
zations financed in whole or in part by loans made pursuant to the Rural Electri-
fication Act of 1936 and any amendments thereof. Nothing in the subsection shall
apply to provisions in existing contracts, made pursuant to law, for the use of
power and miscellaneous revenues of a project for the benefit of users of water
from such project. The provisions of this subsection respecting the terms of
sales of electric power and leases of power privileges shall be in addition and
alternative to any authority in existing laws relating to particular projects. No
contract relating to municipal water supply or miscellaneous purposes or to
electric power or power privileges shall be made unless, in the judgment of the-
Secretary, it will not impair the efficiency of the project for irrigation purposes.

Senator CASE. Mr. Chairman, the section 5 sentence reads:
preference in the sale of such power energy shall be given to public bodies and
cooperatives.

Mr. WEINBERG. Oh, Senator Case, excuse me. If you were asking
about the particular sentence, yes; there is an almost identical provi-
sion in the reclamation law.
Senator CASE. Yes; although the reclamation law, I think, is a little

more specific.
Mr. WEINBERG. Yes; it refers to co-ops.
Senator CASE. And perhaps more comprehensive.
Mr. WEINBERG. Yes. I am sorry. I misunderstood your question,

Senator.
Senator CASE. I just wanted to make the' record clear here.
Mr. WEINBERG. Yes, there is that preference provision in reclama-

tion law.
Senator CASE. There is that preference in reclamation law. And it

is your contention that the preference provision which would apply
to the projects developed under the Missouri River program is that
section which you have read rather than this sentence in section 5
of the 1944 act?
Mr. WEINBERG. That has been the Department's position.
Senator ANDERSON. This does not say anything about having to re-

cover the funds that the irrigators have paid. does it?
Mr. WEINBERG. This is found in section 9 (a), which must be read

together with 9 (c), and reclamation law has from the beginning been
such as to require that all costs, except those made specifically non-
reimbursable such as flood control and navigation, must be returned,
or the project cannot be constructed. And it is on that basis, Senator
Anderson, that the Department premised its whole report on the
Missouri River Basin. It is on that basis that the Department is pro-
ceeding with the expenditure of millions of dollars annually in the
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construction of facilities in the Missouri River Basin today. It is on
the basis that all of the irrigation costs will be returned in part by the
repayment from water users, and in part by the power revenues, unless
the Congress wishes to approve a direct nonreimbursable for the irri-
gation.
In the absence of that, the only basis upon which the Department

can undertake an irrigation development is on the basis of full return
of all of the irrigation costs through repayments by the water users
and the balance from power or municipal water revenues.
Senator ANDERSON. I was trying to find the legal basis for a state-

ment I have already read a couple of times. And again the witness
went on to say "I have seen references and particular wording which
to me sometimes infer that it is only power costs."
Where do you develop the theory ? You say that reclamation costs

have to be repaid. Supposing there are no reclamation projects that
are approved. When you have approved the plan, you have approved
the $400 million that was going to be repaid for reclamation. Now you
have it up to $21/2 billion or $21/4 billion. Suppose you made it $10
billion, by looking at the possibility of running tunnels up against the
Rockies and irrigating everything east of the Rockies from that
Missouri River water, and it got up to $10 billion. Do the power
rates to the users in Iowa, the Dakotas, Montana, have to be hiked
up to 15 mills or some other figure to take care of this? How do you
draw the line?
Mr. WEINBERG. Let me put it this way, Senator. In the plans that

were approved in 1944  and then there were additional authoriza-
tions in the 1946 Flood Control Act as well as in the 1950 Flood Con-
trol Act, going to the irrigation developments to be undertaken—
certain irrigation units were authorized.
Senator ANDERSON. Were they? Where?
Mr. WEINBERG. Pardon.
They are set forth in Senate Document 191. There was a limit on

appropriations, Senator, of $200 million, to get started. That was
later raised, in the 1946 act, I think, by another $200 million, or $150
million, and in the 1950 act there was a further increase in the amount
authorized to be appropriated, and it went to the entire plan and not
merely to the initial stages.
Senator CASE. And in the omnibus flood-control bill which passed

the Senate this session, an additional $200 million for each side, $200
million for the engineers and $200 million for the Bureau; that is, to
prosecute the works as authorized back here.
Senator ANDERSON. Where are the irrigation projects?
Senator CASE. They are scattered somewhat. In the basic author-

ization, or in the basic plan, the projects were put into three classes,
as I recall, the irrigation projects were. There was a class A, B, and
C. "A" were those ready for construction?
Mr. WEINBERG. Yes, Senator Case. I think in the 1946 or 1950

act, they removed the limitation that restricted appropriations to the
initial phase, so that now the appropriations are available to any
unit in any of the three stages. But as Mr. Bradley pointed out,
before funds are actually requested, there is another review from the
standpoint of whether the project is still feasible under the circum-
stances that then prevail.
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Senator CASE. Currently, for example, the largest of the irrigation
projects that we know about, South Dakota, was that for the James
River unit of the Oahe project, which at one time was envisioned
for 750,000 acres and now has been shifted considerably to the north-
east. And whether, if developed, it would be 750,000 acres or some-
thing less, nobody knows today.
Mr. WEINBERG. That is correct. It is being reviewed.
Senator CASE. So that you have a ghost irrigation project, so to

speak, or an anticipated project, which has not been really born yet,
but the possible costs of which you take into consideration in deter-
mining the amount of charges for power.
Senator ANDERSON. Will you answer this for me, here.
Do you understand the language in 9 (c) that says:
Subject to the basinwide findings and recommendations regarding the benefits,

the allocations of costs, and the repayments by water users, made in said House
and Senate documents, the reclamation and power developments to be undertaken
by the Secretary of the Interior under said plans shall be governed by the Federal
Reclamation laws, except—

do you regard that as approval of all this long list of irrigation
projects by the Congress?
Mr. WEINBERG. Yes; as amplified, Senator Anderson, in 1946 and

1950.
Senator ANDERSON. Three million and a third acres were approved

just in blank.
Senator CASE. Initially, however, in those three stages, those that

were ready for construction, those that were under planning, and those
that were under investigation. But subsequently 
Senator ANDERSON. They do not have to come back to the Congress

with any plans or specifications or anything.
Mr. WEINBERG. So long as they are the same essential development

as that envisioned in the authorization, that is correct, Senator.
Senator ANDERSON. The authorization. Well, the authorization

started out to be $400 million and went to $21/4 billion. You mean
you have authority to spend $21/4 billion? ,
Mr. WEINBERG. I was speaking to the physical features. As to

how much we have authority to spend, there is an overall limit on
the total amount authorized to be appropriated, which is now $550
million, and another $200 million is being carried in the pending
flood-control bill, which will bring the amount authorized to be spent
on the prosecution of the total plan by the Bureau of Reclamation to
some $700 million.
Senator ANDERSON. How much of that has been spent?
Mr. WEINBERG. I would have to defer to Mr. Bradley on that.
Mr. BRADLEY. Mr. Chairman, approximately $450 million to $475

million.
(NoTE.—The Bureau of Reclamation accounts show accrued ex-

penditures of $456,847,371 as of March 31, 1957.)
Senator ANDERSON. On irrigation work?
Mr. BRADLEY. On works of a multiple purpose character including

irrigaiton undertaken by the Secretary of Interior through the Bureau
of Reclamation.
Mr. LINEWEAVER. That includes transmission lines.
Mr. BRADLEY. That includes transmission lines; yes, sir.
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Senator CASE. Mr. Chairman, when we were considering the omni-
bus flood control bill in public works this year, there was a paragraph in
there which called for adding $200 million to the prior authorizations
for the Department of Interior. We had no table or anything to indi-
cate to what that $200 million worth of authorizations would be ap-
plied. I asked for such a table. We had a considerable hearing on
that one day, and you will find in the back part of the hearings on the
omnibus bill a revised table which indicates where they expected to
apply funds that might be appropriated under that additional $200
million authorization. It lists projects which had been completed—
I think projects which were under construction and projects which
were being surveyed. Or at least they had a lump-sum item for the
survey.
Mr. LINEWEAVER. Mr. Chairman, I think with respect to further

clarification on your question I should add: Where there is a departure
from the description in Senate Document 191, it has been found
necessary to come back to the Congress for a reauthorization, or au-
thorization, as in the case of Farwell and Ainsworth in Nebraska, and
Glendo.
Senator ANDERSON. Yes. I can understand; as to those we have

approved.
Senator CASE. Those represented a substantial modification of the

plan envisioned for them in the Sloan report on which you have your
hand.
Senator ANDERSON. I am just a little surprised that 3 or 4 million

acres has been approved without putting in a few of the riders put on
the others—that you cannot grow crops for 10 years, and so on. You
had better start watching these. Is there any regulation on it?
Mr. LINEWEAVER. No, no regulation, except feasibility according to

accepted standards.
Senator ANDERSON. Why did we put that on all of the other

reclamation laws?
Mr. LINEWEAVER. We have just started that in the last few years.
Senator CASE. Any limitations in effect as of December 22, 1944

would be applicable under this paragraph (c), because they would be
actually amendatory of the 1902 act, or supplementary thereto.
Senator ANDERSON. Go ahead.
Mr. WEINBERG. In the report of the Board of Review to the Com-

missioner on the Interior Department portion of the Missouri Basin
plan, I would like to refer to paragraph 7, which appears at page 11 of
Senate Document 191. There, the Board of Review, which was an
agency within the Bureau of Reclamation set up to review the plan
as developed by Mr. Sloan, stated:
The agency with primary interest in the dominant function of any feature

proposed in the plan should construct and operate that feature, giving full
recognition in the design, construction, and operation, to the needs of other agen-
cies with minor interests. All reservoirs where flood control and navigation are
dominant should be operated by the Corps of Engineers, and where the flood con-
trol and navigation functions are minor, the reservoir should be operated in ac-
cordance with regulations of the Corps so far as flood control and navigation are
concerned. All irrigation features should be operated by the Bureau of Reclama-
tion or its agents. All reservoirs in which irrigation, restoration of surface or
ground water, or power, is dominant, should be operated by the Bureau of Recla-
mation. Where these functions are minor the reservoirs should be operated
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under regulations of the Bureau of Reclamation insofar as such functions are
concerned. * * * The Bureau of Reclamation should construct and operate all
power-transmission facilities and should have the responsibility for the dis-
posal of the power generated.

I would like further to read paragraph 9 of the report of the Board
of Review, which appears at page 11 of Senate Document 191:
The average unit costs of power and energy for the power developments de-

scribed in the report—

and that includes the Army developments as well as those to be con-
structed by the Bureau of Reclamation.

Senator CASE. Now, why do you say that?
Mr. WEINBERG. Because that was part and parcel of the whole plan.

It is demonstrated by tabulations, to which I will come, Senator.
Senator CASE. And you are reading now from the Senate document,

which was the Bureau of Reclamation report.
Mr. 'WEINBERG. Yes. That is right.
Senator ANDERSON. What page is that from?
Mr. WEINBERG. Page 11, Senator Anderson, bottom of the page,

paragraph 9.
Senator CASE. Can a one-sided statement in the Bureau of Recla-

mation report, which is the Senate document, be binding upon the
Army engineer structures?
Mr. WEINBERG. The Congress approved both plans. The Army

report did not deal with these matters, Senator. The Department of
the Interior report dealt with them in this fashion. It is this that
makes the construction of the irrigation developments possible, while
meeting requirements of the reclamation law, in the absence of a pro-
vision for direct subsidy by nonreimbursable appropriations.
That, we contend, is at the heart of the Interior Department report

and plan.
Senator CASE. Did the Pick report, as embraced in House Docu-

ment 475, make no provision for the allocation of charges or the deter-
mination of rates?
Mr. WEINBERG. Not substantially, Senator.
If I may complete the reading of paragraph 9:
The average unit costs of power and energy for the power developments

described in the report will be such as to accomplish a repayment of the con-
struction costs of power development within a reasonable period of years and,
in addition, will permit substantial contributions from power revenues to assist
In the repayment of other project features as well as providing low-cost power
for irrigation pumping purposes.

Senator ANDERSON. You do not go straight through the one report,
do you? You have to take one report and go back.
Mr. WEINBERG. All together, these memorandums accumulatively

comprise the Department report, which is Senate Document 191.
I would like to read recommendation (c), at page 16, of Senate

Document 191:
That the Bureau of Reclamation under the direction of the Secretary of the

Interior make all arrangements for the sale and distribution of electric energy
generated at all hydroelectric developments hereafter constructed by any Fed-
eral agency within the basin as defined in the report, and be authorized to
construct, operate, maintain, and improve such electric transmission lines and
substations as it finds necessary or desirable in connection therewith.
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I would like to refer to the statements contained on page 17 of
Senate Document 191, and particularly the paragraph beginning at
the bottom of page 17, which, after discussing both the Bureau and
the corps plans, said:

This basinwide plan provides for a number of reservoirs on the upper reaches
of the Missouri River and its tributaries, for the purpose of storing water, and
releasing it during periods of low flow. Such reservoirs will contribute to flood
control not only on the lower river but at all points from the mouth of the
river to the reservoir sites; they will aid navigation on the lower river by
reducing flood damage to navigation works and by increasing the dry-season
flow; they will enlarge the supply of water for irrigation; and they will make
practicable the generation of electric energy at many places.

Senator ANDERSON. That does not have much to say about the
market, does it?
Mr. WEINBERG. All of these things treat of the entire development,

the Army projects as well as the Interior projects, as parts of an
overall plan.
'Senator ANDERSON. I thought 191 was part of the Army plan. I
thought 191 was different. I thought it was 247 that was the consoli-
dated plan.
Mr. WEINBERG. Yes. I was referring to Senate Document 191.
Sem; tor ANDERSON. You read from the bottom of page 17, did you

not?
Mr. WEINBtRG. Yes,from the bottom of page 17.
Senator ANDERSON. That does not tie in the Army plan, does it?
Mr. WEINBERG. Yes. They were speaking there of all of the devel-

opments in the basin.
Let me read from the preceding paragraph on page 17:
Incorporates the Corps of Engineers' proposed plans for flood control.

and at other places in the plan similar indications are given. The
reasoning was that the corps should construct these developments that
are primarily for navigation and flood control, but that the whole
development, the entire complex of the projects, be considered as one
.overall plan.

Senator ANDERSON. Why did they need 247, then?
Mr. WEINBERG. Because there was a disagreement between the two

departments as to some of the physical features. For example, there
was a disagreement concerning the role of Garrison.
Senator ANDERSON. How do you take this and tie it into the Army

for a grant, when this was competitive with the Army program?
Mr. WEINBERG. This was cited, Senator, to the point that whatever

the agreement was upon physical features, when agreement was
achieved the entire program was to be operated in terms of an overall
comprehensive development.

Senator ANDERSON. I merely point out that you are quoting from
what might be termed a competitive document, in order to tie it into
the document that it was competing with, and say "Therefore we
should use what is in the document it is competing with." That makes
it a little hard to follow.
Mr. WEINBERG. No. In terms of the plans for the sale of power

and the payout of irrigation costs it is the Department's position, that
these were embraced in the authorization in 9 (c) when it referred
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to the plans to be undertaken by the Department of the Interior, in
accordance with the basinwide allocations and benefits.
Senator ANDERSON. Just so I get this straight in my own mind again,

it was your contention that.this language from the Flood Control Act
of 1944 authorized $4 or $5 billion worth of work on the Missouri
River Basin.
Mr. WEINBERG. Well, the initial appropriation was limited to $200

million.
Senator ANDERSON. We both recognize that there would have to be

an authorization and an appropriation. That was not the question,
was it? The question was: Is it your assertion that this section of
the Flood Control Act authorized $5 billion worth of work on the
Missouri River Basin!
Mr. WEINBERG. Yes, with this limitation, Senator. The original

recommendation for construction, for the actual initiation of construc-
tion, related to what was descried as the "initial stages." In 1946,
the reference to the "initial stages" was eliminated.
Senator ANDERSON. No. I am trying to get here in this pamphlet,

in 247 and 191, and so forth—there are a whole list of things that
might be done across the whole geography of the United States. And
by setting up some method by which they could coordinate them, is it
your contention that the Congress authorized $5,345 million worth of
work?
Mr. WEINBERG. The Congress approved the entire plans. It author-

ized at that time the construction of the initial stages in accordance
with the recommendations. In 1946, the limitation to the initial stage
was removed.
Senator ANDERSON. In 194.6 it was removed by what? By a rider

on the appropriation bill?
Mr. WEINBERG. No, by a provision in either the Flood Control Act

or the Rivers and Harbors Act of 1946.
Senator ANDERSON. And did that then authorize $5,345 million

worth of projects?
Mr. WEINBERG. It removed the restriction on authorization and left

the entire control in terms of a limitation on the amount to be
appropriated.
Senator ANDERSON. Did it authorize $5,345 million?
Mr. WEINBERG. In that sense I would have to say "Yes."
Senator ANDERSON. I do not think the Congress realized it at the

time.
Senator CASE. I think you would have to say that it was an open-end

authorization subject to the limitation of the dollar amounts from
time to time authorized.
Mr. LINEWEAVER. Subject to the allocations from specific appro-

priations for the Missouri River Basin project.
Senator CASE. In the basic act those last two subparagraphs have a

hundred million dollars respectively for the separate agencies, and that
11SeS the phrase "for the partial accomplishment," and each succeeding
authorization has "for the partial accomplishment of" and so forth.
Mr. LINEWEAVER. Mr. Weinberg, where do you find, in the Flood

Control Act, the authorization for the initial phases?
Mr. WEINBERG. In the 1944 act.
Mr. LINEWEAVER. It goes back to Senate Document 191.
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Mr. WEINBERG. Yes, paragraph 23, and the recommendations im-
mediately following that paragraph at pages 15 and 16 of Senate
Document 191.

Senator ANDERSON. I am interested, because we spent years and
fought, bled, and died, because everybody thought we had to spell out
everything that went into the Colorado River legislation, and it was
going to cost a billion dollars, and here you say that by a little simple
language and a few innocent words we authorized $5,345 million worth
of projects.
1 wonder if the Congress knew it, and if so what the Congress is

going to do about it.
Mr. LINEWEAVER. I may state this, Mr. Chairman: At each subse-

quent appropriation hearing for years, the Bureau of Reclamation has
laid out the estimated increased costs each year, and kept the Congress
informed, through the Appropriations Committees, of the increased
cost from time to time, which jumped from a billion and so up to now
more than $5 billion.
Senator ANDERSON. My interest in it is not to try to stop the build-

ing of these dams or reservoirs along the river in the slightest. But
I can hardly believe that the Congress has authorized each and every
one of these reclamation projects without a look at a single one of
them, without any feasibility reports at any time by anybody, and
that thereby, not having done it, they are authorized just the same as
every iri igation project in the United States is authorized, and there-
fore the power rates must be built up to include $21/4 billion worth
of these projects that you look forward to hopefully, but not a one of
which has ever been before the Congress for approval.
I do not believe the Congress thought that in writing that language

it was giving you a blank check to go ahead with a project where the
costs are $1,300 an acre. And if you have heard anything about what
some of the people from some of the dry-farming States, such as
Illinois, said about bananas on Pike's Peak at $1,200 an acre, how-
much are they on Horny Peak at $1,300 an acre? I just do not be-
lieve they went quite that far.
Mr. WEINBERG. I think Senator Case put it quite accurately, Sena-

tor, when he said that what we have here is an open-end authorization.
It is subject to control in the appropriation process. The Secretary
and the Commissioner come before the Appropriations Committees
each year, and they justify their requests. They make continuing eco-
nomic analyses of these matters. And in that fashion the Congress
exercises its control.
Senator ANDERSON. Have they approved the irrigation projects

themselves, the construction of the ditches and laterals, for any of
these irrigation projects under this?
Mr. WEINBERG. When you say "they" 
Senator ANDERSON. The Congress.
Mr. WEINBERG. Yes.
Senator ANDERSON. When?
Mr. WEINBERG. By its action in 1944, 1946, and 1950.
Senator ANDERSON. What were in the initial stages that were

recommended?
Mr. WEINBERG Paragraph 23, page 15, of Senate Document 191.
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Senator ANDERSON. Why, you cannot just take that one. You have
trot to take all of them. All the initial stages.e,
Mr. WEINBERG. Those are the initial stages.
Senator CASE. That is described as the initial stage; the recom-

mendation for the initial stage.
Senator ANDERSON. In Senate Document 191 alone?
Senator CASE. In 191 alone.
Senator ANDERSON. But you have two other documents that you

are citing here. He does not confine it to 191.
Senator CASE. Mr. Chairman, General Reybold, in his report trans-

mitting the report of the Army engineers, which letter I suppose is
technically the thing that was approved in the authorization for the
Corps of Engineers, said, at paragraph 14:
This comprehensive plan should be approved now, and at least the first phase

of development to be authorized in the same manner as existing law for large
river basins. Approval at this time will permit details to be worked out
through cooperation with all other agencies concerned and will enable working
plans to be prepared, so that construction can be initiated expeditiously and
prosecuted with efficiency and dispatch throughout the postwar period.

I think that it was inherent in the plan that several main-stem res-
ervoirs were to be authorized at one time in order that there could be a
coordinated plan of operation.

Senator ANDERSON. No question about it at all.
I am talking about irrigation projects. It is the irrigation projects

that are involved in this power rate.
Mr. WEINBERG. Those are the ones that are set forth in 191, Senator.

The Army plan did not embrace them.
Senator CASE. I do not want to interrupt here, but there is a little

different aspect. In Geneml Reybold's letter also, at paragraph 11,
he said:
The Department—

meaning the War Department then—
recognizes waterflow retardation, soil-erosion prevention, and production of hy-
droelectric power, as important parts of the Missouri Basin program. The
generation of power in multipurpose projects now authorized for flood control
and in those proposed in the expanded plan of development is a definite part of
the recommended program. Plans for the production, transmission, and sale of
hydroelectric power should be worked out with the cooperation of the Federal
Power Commission. Installation of power facilities so as to meet the economic
needs of the Missouri Basin should be approved from time to time by the Secre-
tary of War upon recommendations by the Federal Power Commission and the
Chief of Engineers.

Senator ANDERSON. I am not questioning these dams at all.
Senator CASE. I wanted to ask the question whether or not there

is coordination now with the Federal Power Commission in the plan-
ning of the production, transmission, and the sale of hydroelectric
power.
Mr. WEINBERG. I will have to defer to the technical people on that,

Senator.
Mr. BRADLEY. There is in the sense that through the interagency

con-unittee the Federal Power Commission participates with the corps
and the Bureau in power-marketing studies, demands, loads, and
so forth.
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Senator CASE. What about in the sale? Is there a coordination on
the determination of rates?
Mr. BRADLEY. There is not, sir.
Senator CASE. Then the Bureau of Reclamation is the final answer

under the theory of operation that you have had. The Bureau of Rec-
lamation is the final answer as to the determination of power rates?
Mr. BRADLEY. The Secretary of the Interior, to be technical, yes.

The operating agency is the Bureau of course.
Mr. Weinberg. I would like to refer to page 23 of the Senate Docu-

ment 191. The last paragraph on that page reads as follows:
Complementing irrigation development, the construction of 17 powerplants is

proposed with an aggregate installed capacity of 758,500 kilowatts. These plants
will be capable of generating 3,809,200,000 kilowatt-hours of firm energy an-
nually.

Then follows a tabulation of the powerplants, including the power
developments to be undertaken by the Corps of Engineers at the main-
stem dam, which list of main-stem dams was,of course, revised in the
coordinating document, Senate Document 247.

Senator ANDERSON. I will bet we will get some riders on appropria-
tion bills from here on out.
Mr. WEINBERG. I would like also to refer to the last 2 paragraphs

on page 25 of Senate Document 191, which deals with the repayments
that might be expected from the irrigators under reclamation law and
the revenues from power, including the fact that power revenues
would provide a substantial surplus applicable to other project costs
in addition to returning the power costs with interest.
Senator CASE. May I say that the chairman is apparently worry-

ing about that $1,300 an acre. The farmers in the valley, however, are
worrying about them, too.
Senator ANDERSON. No; I am honestly worried about steadily piling

up behind every kilowatt of energy that is sold from any of these dams
the possibility that at some subsequent date you are going to be faced
with $5 billion worth, and that is what these irrigation projects will
probably go into—$5 billion worth of irrigation charges if you never
build one of them.
Senator CASE. If you never build one. That is the question I have

been trying to bring up here, that you may be making the power users
pay for some ghost projects which will never even be born.
Senator ANDERSON. That is why I think this power question ought

to be related to the likelihood of completing part of it.
Go ahead.
Senator CASE. There is just that one point, though. I am not sure

whether you were here when I brought that out. I think perhaps Mr.
Bradley ought to make that clear at this time. That is that the allo-
cation to power has a definite period of years for payout before the
power user returns are theoretically paying off the irrigation.
Mr. BRADLEY. Yes. Shall I restate that, Senator? Is that your

purpose?
Senator ANDERSON. Just read it from the law.
Mr. BRADLEY. I was deferring to the lawyers as to the law.
Senator CASE. The lawyer has already said that the power costs have

to be within what period of years? Forty years?
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Mr. WEINBERG. No, the maximum length of contract is 40 years,
Senator. There is no stipulation within the law of a period within
which the power costs to be met from power revenues are to be re-
turned.

Senator CASE. What term is the 5 mills predicated on?
Mr. BRADLEY. The 51/2 mills and the other associated rates for the

other classes of power are sufficient to pay out the allocation to power,
which is paid out, before any funds are applied from the power rev-
enues in aid of anything other than power—it pays out in about 43
years after the time when all power is in. And all power is assumed
to be in by the period starting, I believe, approximately 1970. The
units come in from time to time. As each one comes in, it is picked up
for repayment purposes. Power only is paid out from power revenues
initially. The total power system is paid out at a point 43 years after
the last power plant joins the system. Then the irrigation subsidy
starts.

Senator ANDERSON. You lh.,ve here "any sale of dectric power or
lease of power privileges made by the Secretary in connection with
the operation of any project or division of project shall be for such
period not to exceed 40 years." You do not mean 43, do you?
Mr. BRADLEY. Senator, if I may answer your question, it is my

understanding, and I will have to yield back to the lawyers, that that
term of 40 years relates to a contract and not to a repayment period.
Mr. WEINBERG. That is correct. That 40 years expression in the law

does not relate to the length of the period over which the costs are to
be returned from the sale of power. It refers to the maximum length
of power sales contracts.
Senator ANDERSON. The costs do not have to be returned in 40 or 50.

or 6) V
Mr. WEINBERG. As a matter of policy, 50 years has been selected.
Senator ANDERSON. No, as a matter of law.
Mr. WEINBERG. As a matter of law, the limitation on the period is

that which is dictated by the application of sound administrative
judgment.
Senator ANDERSON. One hundred years; if you want?
Mr. WEINBERG. In some circumstances if that were sound policy.
Senator ANDERSON. I am not talking about the judgment factor. As

a matter of law, can you P take it for 100 years?
Mr. WEINBERG. Senator, the law requires the application of a judg-

ment factor. You will not find in the reclamation law or in the Flood
Control Act, or in section 5 either, for that matter, a statement of any
period of years.
Senator ANDERSON. What is this 40-year business?
Mr. WEINBERG. That is the length of contract.
Senator CASE. In other words, if the judgment of the Secretary was

that 50 years, being the length of time used for payout on the irriga-
tion project, were equally a desirable period of time, it would be pos-
sible to take the power allocations and base them on a 50-year payout
rather than a 43-year payout?
Mr. WEINBERG. Yes.
Senator ANDERSON. Or a 60-year payout?
Mr. WEINBERG. If that commended itself as sound administrative

judgment.
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'Senator ANDERSON. Or a 90-year payout?
Mr. WEINBERG. Well, Senator, obviously, you reach a point where

the thing becomes unreasonable.
Senator CASE. The useful life of the facility is a test.
Mr. WEINBERG. That is one test. Another test would be what action

Congress might take in all circumstances.
Senator CASE. Clearly, Mr. Chairman, this is an area in which

congressional action would be appropriate if the committees wanted
to do something. What is the payout period now on irrigation proj-
ects? Fifty years?
Mr. WEINBERG. You mean by the water users?
Mr. FISHER. General reclamation law provides for 40 years, plus a

10-year development period.
Senator CASE. Plus a 10-year development period. In effect, 50

years.
Mr. FISHER. Fifty years. There are individual projects which have

been authorized for longer payout periods.
Senator CASE. Is the life of an irrigation project greater than the

life of a hydroelectric development?
Mr. FISHER. I doubt that I could answer that. I would feel quite

certain that there are certain features of an irrigation project, such
as flumes, siphons, and that sort of thing, that would not be. As to
the main reservoirs, I would assume that it would be the same.

Senator CASE. Then it certainly would be particularly out of line if
the Secretary wanted to say, "Since we allow a 10-year development
period and a 40-year payout period for an irrigation project, we will
-base this on a 50-year payout for power." It would certainly be within
the law.
Mr. FISHER. Oh, yes.
Senator ANDERSON. You say this is a contract, where this 40 years

,comes in.
Mr. FISHER. Yes.
Senator ANDERSON. How do you differentiate? The law says you

shall make it so that it does not exceed 40 years. You say that is a con-
tract. But the law says payout in 40 years, does it not?
Mr. WEINBERG. No.
Senator ANDERSON. What does it say—

any sale of electric power or lease of power made by the Secretary with the op-
eration of any project " * shall be for such periods not to exceed 40 years.

Mr. WEINBERG. You get to the repayment at such rates as in his
judgment will produce the annual maintenance cost, interest, and such
other fixed charges as the Secretary deems proper.
Mr. LINEWEAVER. But no repayment period of 40 or 50 years is

fixed by reclamation.
Mr. WEINBERG. Not generally. There are individual projects, as

you know, when the law specifies the payout period.
Senator ANDERSON. The upper Colorado River project.
Mr. 'WEINBERG. And Boulder Canyon is another one.
Senator ANDERSON. Because the Bureau of the Budget recommended

it. But they did not want to spend $800 million on the Colorado River
storage project without limitation, but they are perfectly willing to
spend this money here without it.
Mr. WEINBERG. I am going to have to defer on that.
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Senator ANDERSON. The actual effect of the laws now existent is
that in the upper Colorado River storage project the power revenues
must be such as to payout in 40 years, but in the Missouri River Valley
project they can pay out in 200 years if need be.
Mr. WEINBERG. Well, it is subject to the qualification of reasonable-

ness, Senator. Now, people will differ as to what is reasonable.
Senator ANDERSON. Where is the reasonableness in this?
Mr. WINEBERG. This is just inherent in the job that anyone has

to do.
Senator ANDERSON. That may be 25 years. I do not understand

the "inherent" business. There either is a legal limitation on it, or
there is not.
Mr. WEINBERG. It is committed to the judgment of the Secretary.

If the Secretary exercises that judgment in a way in which the Con-
gress disagrees, then the Congress can exercise appropriate controls
over him.
Senator ANDERSON. So that if there is to be any limit on how long

any of these projects shall pay out. 40, 50, 60, or 75 years, it would
have to be written in by the Congress specifically now.
Mr. WEINBERG. If there is to be a definite statutory limit, yes, Sen-

ator, that is correct.
Senator ANDERSON. Is that true also, then, of this question of rates

being sufficient to repay it in 50 years at 3 percent interest?
Mr. WEINBERG. May I ask to what you are referring?
Senator ANDERSON. This testimony that we have: "The power in-

vestments from those costs allocated to power with 3 percent interest
will be repaid in 50 years."
Mr. WEINBERG. At the bottom of page 3? Yes, that is a matter of

policy.
Senator ANDERSON. What about the 3 percent?
Mr. WEINBERG. That is specified in the act.
Senator ANDERS( )N. Well, in the 1939 act it speaks about the sale at

3 percent.
Mr. WEINBERG. If each sale has to bear 3 percent, when you put

them all together it amounts to 3 percent. In that sense, if each and
every contract must return 3 percent, then they all together must re-
turn 3 percent.
Senator CASE. Mr. Chairman, it seems to me whatever the law be

as far as specific requirements are concerned, if the Department accepts
section 9 as giving them the authority for the projects, and giving
them the guidance as to the policies to be followed, the language in
paragraph (c), which says :
Subject to the basinwide findings and recommendations regarding the benefits,

the allocations of costs and the repayments by water users, made in said House
and Senate documents, the reclamation and power developments to be undertaken
by the Secretary—

and so forth—
shall be governed by the Federal reclamation laws, and acts amendatory thereof
or supplementary thereto—

at least, the Federal reclamation laws would be advisable as to the
principles they should follow in the repayments.
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Senator ANDERSON. I would also point out that it says—
rates as in his judgment will produce power revenues at least sufficient to cover
an approximate share of the annual operation and maintenance cost—

and an appropriate share could be 10 percent, 20 percent, 50 percent,
or 100 percent ;
Interest on an appropriate share of the investment—

which could be 10, 20, 30, 50, 70 percent, or any other figure. It does
not say 3 percent of the cost "of an appropriate share"; whatever the
Secretary thinks is appropriate.
Mr. WEINBERG. Within the limitation that he has to accomplish

payout.
Senator ANDERSON. Where is that?
Mr. WEINBERG. That is inherent. Well, that is found in section

9 (a) , Senator.
Senator ANDERSON. That he has to accomplish payout?
Mr. WEINBERG. Yes. All of the costs and all of the repayments

must be equal, save for the allocations to nonreimbursable purposes
like flood control, navigation, and fish and wildlife, which was added
by an amendment to the law in 1946, unless the Congress determines
otherwise in connection with any individual project authorization.
Senator ANDERSON. You think they would have said that rather than

"appropriate share."
Mr. -WEINBERG. This was a general statute intending to cover all

reclamation projects. It is written in general terms.
Senator ANDERSON. Do you have any more of your statement?
Mr. WEINBERG. Yes. There are other provisions in Senate Docu-

ment 191 to which attention might be called along the same general
line of 1 overall development consisting of 2 coordinated comprehen-
sive plans, with the power developments to be undertaken by the De-
partment of the Interior spoken of in section 9 (c) of the 1944 Flood
Control Act, including the marketing of power from the Army reser-
voirs and the application against irrigation costs as well as the con-
struction by the Bureau of Reclamation of powerplants.
But the hour grows late, and this grows tedious; so I will not cite

any more.
I would like to turn now to the implementation by the Department

of the provisions of the 1944 Flood Control Act in terms of its actual
practice.
The first overall Missouri Basin power rates were approved by the

Secretary of the Interior, on March 24, 1950, on recommendation of the
then Commissioner, Michael W. Straus, who is seated in the room.

Senator ANDERSON. I am sure a very wise decision was reached. Go
ahead.
Mr. WEINBERG. Those rates were premised on the principles to which

I have referred; that is, they were developed under reclamation law.
They applied to the sale of power from the Army reservoirs as well
as from those constructed by the Bureau of Reclamation. And on that
basis, with the approval of those rates, the Department undertook the
negotiation and the making of power contracts.
Senator ANDERSON. Would you check that decision to see whether

the then Solicitor of the Department approved the theory on which
this was done?
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Mr. WEINBERG. He did not.
Senator ANDERSON. And was it not somewhat unusual that against

the approval of the Solicitor of the Department they went ahead and
established a rate that was higher than he thought was necessary'?
Mr. WEINBERG. it is unusual. But the law commits the matter to

the Secretary, and this is the position that the Secretary took.
Mr. LINEWEAVER. Mr. White did not withhold his approval on the

ground that the rate was higher than he thought was necessary.
Senator CASE. On what basis did he withhold the opinion?
Mr. LINEWEAVER. I am not advised. I never could find out why.
Senator ANDERSON. He felt it was not in accordance with the law.

That is what he thought. He thought the sections you have been talk-
ing about had some applicability.

Senator CASE. That section 5 had some applicability.
Senator ANDERSON. Correct.
Mr. LINEWEAVER. But it was not because the rates were not high

enough. It was because the general impression was that if the Federal
Power Commission fixed them they would be higher.
Senator ANDERSON. My question was: Were they too high? If

they were just trying to cover the terms of power investment, the
rate might have been lower. The rate was fixed high enough to
provide a rate sufficient for irrigation purposes, and he questioned
whether that was sufficient under the approval of the law.
Mr. WEINBERG. He concluded that in its enactment of section 9

the Congress had not acted with sufficient clarity, and that therefore.
in Mr. White's judgment, the power revenues from the Army power
developments could not be applied against any irrigation costs for
any project in the Missouri River Basin.
Secretary Chapman did not agree with that position.
Senator CASE. Did Mr. White state that position in writing at

anytime?
Mr. WEINBERG. There are memorandums in the Department.
Senator CASE. Mr. Chairman. I think we ought to ask for a copy

of that memorandum.
Senator ANDERSON. I would be very happy to do so, and it will be

put in the record.
(See p. 389.)
Mr. LINEWEAVER. You will want the copy of the Secretary's order

finally in the record, too?
Senator ANDERSON. Yes.
Mr. WEINBERG. I would like to offer this and the rate study attached

for the record, if I may.
Senator ANDERSON. I would like to ask the staff to go through

this. I am a little touchy on what we have put in the record in print.
I would like not to print any more than is necessary. But I would like
also to make sure that the representatives of the office do not feel
that we just put in a one-sided viewpoint of it. So if you will clear
with him before you actually decide 
Mr. LINEWEAVER. I do not think it is actually necessary to put the

rate study in there.
Senator ANDERSON. No. I do not, either.
Senator CASE. Mr. Chairman, the Commissioner's letter of March

10, 1950, is just a little over two pages. I think that letter should
go in, but not the report of the study.
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Senator ANDERSON. That is the Commissioner's letter. But is that
the Solicitor's letter?
Mr. WEINBERG. No. That is the Commissioner's recommendation

and the Secretary's approval.
Senator CASE. And I have previously asked for the Solicitor's

memorandum.
Senator ANDERSON. Let the Solicitor's memorandum accompany

that.
(See p. 401.)
Mr. WEINBERG. Do you intend to address a letter to the Secretary,

Senator, and request that?
Senator ANDERSON, Well, if it has to be done that way, yes; but I

would rather if you would take this request back to him, and if he
decides he wants a written letter, I will be very happy to see that
he gets 'one.
Mr. WEINBERG. I will be very happy to relay the request. You

understand that these documents are not in my custody, and I am
not authorized to release them.
Senator ANDERSON. Secretary Seaton has many friends on this Hill

and we all like him very much, and I think he understands we would
not be asking for something inappropriate.
Mr. WEINBERG. I am sure the Secretary will appreciate those kind

words
It is on the basis of these rates, and on the basis of the conclusion

that the Federal Power Commission approval was not required. that
power contracting proceeded and has continued to this day. And to
date approximately 185 firm-power contracts have been entered into,
calling for the delivery of a total of approximately 648,000 kilowatts
of power.
Now, shortly after the making of one of the early contracts, the

Federal Power Commission addressed a letter, dated September 27,
1950, to Commissioner Straus, asking that the rate schedules embraced
in a contract with the city of Lakota, N. Dak., be submitted for ap-
proval under section 5.
To this letter, Secretary Chapman replied on October 21, 1950,

stating that, in his view, the matter was governed by section 9 (c)
and not by section 5, and declining to submit the rates for approval.
Senator CASE. What did the Federal Power Commission then do?
Mr. WEINBERG. The Chairman of the Federal Power Commission

wrote to the Secretary on December 1, 1950, in response to the Secre-
tary's letter of October 21. 1950, stating that the Commission dis-
agreed, and again requesting that the rates be filed. No further reply
was made by the secretary or the Commission, and there the matter
has rested so far as exchange of views between the Department and
the Federal Power Commission is concerned.
Mr. LINEWEAVER. There were subsequent communications, were

there not?
Mr. WEINBERG. No further communications from the Commission.

However, the matter was gone into at quite some length in 1952 in
the hearings before the Jones committee, which was a subcommittee
of the House Committee on Public Works, set up to study civil works.
And I am sure that you gentlemen will recall that the Jones commit-
tee held very extensive hearings on the whole field of water policy,
allocations of costs, planning, repayments, and so on.
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Both the Federal Power Commission and the Department of the
Interior stated their views on this question of the applicability of sec-
tion 5 to the Army power developments in the Missouri River Basin
before the ,Tones committee. The particular page references, if you
would like them for the record, are as follows.
I refer to hearings entitled "Study of Civil Works" No. 82-17,

"Hearings before the Subcommittee to Study Civil Works oT the Com-
mittee on Public Works, House of Representatives, 82d Congress, 2d
session," part 3, covering April 30, May 2, 6, 7, 14, 15 and 16, 1952.
The page references are pages 399 to 400. 447 to 448. and 504 to 506.

After hearing the matter, the Jones committee took no action on
this; it .made no recommendation, although it made extensive recom-
mendations on other matters, such as the responsibility for cost alloca-
tion, and so on, but it had nothing to say on this particular issue.

Senator CASE. Do you know whether the matter has ever been re-
ferred to the Comptroller General for an opinion?
Mr. WEINBERG. No, I know it has not been referred to the Comp-

troller General for an opinion. The Comptroller, however, annually
audits the Department's accounts, and he is acquainted with this issue.
Senator CASE. Has he ever commented on it in his annual report?
Mr. WEINBERG. Not as such. Inquiry has been made through the

audit report and by letters from the auditors dealing with specific
issues but not with the general question of applying power revenues
from Army projects against irrigation costs in the Missouri River
Basin. That the Comptroller has not questioned. However, he did
question the matter of where the revenues should be deposited.

Senator ANDERSON. Did he want to put them in the reclamation
fund?
Mr. WEINBERG. No; he did not. And he asked the Department what

its views were.
Senator ANDERSON. We would have been happy to encourage him.
Mr. WEINBERG. He thought that they should be deposited in the

general fund, and he referred to section 5. And the Department
replied to the questions raised by the head of the Audit Division of the
General Accounting Office. It would not be correct to say Mr. Camp-
bell himself raised this question, althongh the question was raised in
the audit report which he presented to the Congress.

Senator CASE. When was it raised?
Mr. WEINBERG. Oh, it was raised within the last couple of years.
Mr. LINEWEAVER. Several times. It has been raised in several

reports.
Mr. WEINBERG. Yes.
Mr. LINEWEAVER. Were there ever, subsequent to this exchange of

correspondence between Secretary Chapman and Mr. Wallgren, the
iChairman of the Federal Power Commission, n recent years any com-

munication with the Federal Power Commission? Have you raised
it again?
Mr. WEINBERG. No, sir.
Mr. LINEWEAVER. They have not?
Mr. WEINBERG. They have not.
Mr. LINEWEAVER. You think that they were satisfied with it?
Mr. WEINBERG. I draw no inferences at all, Mr. Lineweaver. I can-

not speak for the Federal Power Commission.
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Senator CASE. I have been handed the audit report to the Congress
of the United States by the Comptroller General, which was trans-
mitted to the chairman of the committee on Interior and Insular
Affairs by Mr. Campbell under date of December 3, 1956. The report
is headed "Missouri River Basin Water Resources Development Pro-
gram, Corps of Engineers, Civil Functions, Department of the Army,
and Bureau of Reclamation, Department of the Interior, for fiscal
year ended June 30, 1955." At page 14 of the report, under paragraph
12, I read this recommendation:
We are recommending that the Chief of Engineers and the Secretary of the

Interior jointly establish comparable accounting and financial policies and apply
practices thereunder uniformly and consistently on (1) allocations to power
and nonpower purposes of joint costs and expenses of operating and maintaining
multiple-pnrpose projects; (2) provisions for depreciation of plant and service
and allocation of the provisions on the multiple-service plant to purposes; (3)
computation and recording of interest on the Federal investment in commercial
power and municipal and industrial water-supply facilities.
The establishment jointly of comparable policies and effective application

of them by each agency is necessary before financial statements of the Govern-
ment's water-resource operations can be fairly presented. General agreement
has been reached between the Department of the Interior, Corps of Engineers,
Federal Power Commission, and General Accounting Office on the use of simple
interest during construction and the proportionate method of accounting for
the operation of joint facilities on multiple-purpose projects.
We are recommending also that statements be designated specifically to show

the status of repayment of the Federal investment based on memorandum
records for scheduled repayment requirements for theoretical return of funds
which would be sufficient to repay the Federal investment within the adminis-

tratively determined repayment period.

Now, I recognize that this report was probably made available late
in 1956. What steps, if any, have been taken by the Corps of Engi-
neers, or by the Chief of Engineers and the Secretary of the Interior,
jointly, to establish comparable accounting and financial policies as
recommended by the Comptroller General?
Mr. WEINBERG. I do not know, Senator, but I will undertake to

develop the information for the record. I know that the Department
has had correspondence with the General Accounting Office on the
report.
(See p. 358.)
Senator CASE. I notice at one point you made some reference to the

Comptroller General's inquiry, and it related to section 5.
Mr. WEINBERG. Yes.
Senator CASE. Did the Comptroller General indicate that he thought

section 5 should be applicable?
Mr. WEINBERG. He thought that revenues should be deposited in

the general fund because of section 5, and at other points in the report
he recognized that the Department's position was that section 5 did not
apply.
The Department has responded to the request of the Audit Division

of the General Accounting Office for its views on that point, and the
response was along the lines that I indicated earlier in my testimony.
And I would be glad to obtain a copy of that letter for the record if
it is available.
The position was taken that the reclamation laws governed that,

since the Army plants were not constructed by the Bureau of Recla-
mation, the Hayden-O'Mahoney amendment did not apply, and, there-
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fore, under general provisions of law requiring the deposit of all fundsin the general fund of the Treasury in the absence of any other specificprovision, an appropriate allocation of revenue has to be made tothe Army powerplants, and the sum represented thereby must be de-
posited in the general fund.
Mr. LINEWEAVER. That does not cover the transmission.
Mr. WEINBERG. Well, you do not receive revenue separately from

the powerplants and from the transmission.
The Department has in mind allocating a portion of the revenues

from the sale of power to cover the costs of the Department of theArmy that are allocated to power.
Mr. LINEWEAVER. It will be a proportionate amount. It will notfollow each kilowatt?
Mr. WEINBERG. That is correct.
Senator CASE. Now, can you supply for the record the exchange of

correspondence between the Secretary of the Interior and the Comp-troller General with reference to the application of section 5 or anyportion thereof to which we have referred?
Mr. WEINBERG. Yes.
Mr. LINEWEAVER. And also if there is any correspondence with theFederal Power Commission subsequently.
Mr. WEINBERG. If there is any, I will ascertain if it is available,although I know of none.
(See p. 358.)
Senator CASE. On page 130 of the Comptroller General's report on

this Missouri River Basin water resource development program for
the fiscal year ended June 30, 1955, the Comptroller says this, under
the heading of "Recommendations":
* * * We recommend that the Chief of Engineers and the Secretary of theInterior adopt a policy for recording interest on the Federal investment basedon the principles set forth in the following paragraphs.
The interest cost for each year should be determined on the net Federal

Investment in the project applicable to power or municipal water supply pur-
poses at the beginning of the year and on the accrued Federal expenditures,plus transfers of property from other Federal agencies, less any funds returnedfrom the United States Treasury for the fiscal year. Computations of interestshould be based on the average monthly expenditures, plus property transfersfor the month, less any funds returned to the Treasury. During the constructionperiod, interest should not be computed on a compound basis.
The rate of interest should be based on the long-term borrowing rate for severalyears and determined in consultation with the Secretary of the Treasury unlessotherwise provided by law.
Interest applicable to the investment in facilities to the in-service States shall

be charged to construction cost as interest during construction, and interest costthereafter should be classified as an operating expense.
Now, do you know whether this recommendation by the Comptroller

General would involve a change in determining the interest rate as
employed by the Bureau of Reclamation in fixing the charges or the
rates heretofore?
Mr. WEINBERG. I do not know, Senator Case.
Senator CASE. Do you know whether any change has been made

since this recommendation was made?
Mr. WEINBERG. I do not.
Senator CASE. Could you listen to two sentences? The Comp-

troller's report also said, at page 4 [reads from p. 5 of the report].
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Senator CASE. It appears to me that the Comptroller is saying there
that he thinks the power rates can be properly established only *hen
you have got all the costs in, but must be established in accordance with
section 5.

Senator ANDERSON. He, in other words, agrees with Mr. White,
when he was Solicitor of the Department of Interior. That is what
some of us have been trying to say.
Of course, whenever you get into this, you get into the possibility

that the rates can move up and down. We found that out in connection
with some natural gas rates the other way. Everybody wanted them
fixed. When they got them fixed they wished to the Lord they had not
had them fixed. So you never know.
I do want to say, before Senator Case finishes his questioning, if he

has not finished, that we do appreciate your appearance here and the
way in which you have been cross-examined does not indicate that we
do not think that you have tried hard to give us a good presentation,
but it is the only way I know to get down to what may be insights and
new questions.
Did you have additional material you wanted to submit?
Mr. WEINBERG. I did not have.
My main problem on the notice we had was to gather the material,

and I did not have time to prepare a formal statement. I have been
speaking from an outline.

Senator ANbERSON. Would you submit for the record an additional
formal statement, which you would have time to prepare formally?
I would be glad to hear you on through.
Mr. WEINBERG. Well, Senator, I would appreciate very much the

opportunity to file a formal statement. I was about to inquire of the
Chair his pleasure as to my presence here, because if we are to con-
tinue for much longer, I have car pool arrangements that I have
to make.

cSee p. 344.)
Senator ANDERSON. I think you had better get to your car pool, and

we had better get to this morning's mail.
Thank you very much.
Senator CASE. I would just like to second what the Chairman has

said with respect to appreciating the testimony, and it is true that we
have been asking a lot of questions here, but we are trying to find our
way.
And I also recognize that the Department has had a practical prob-

lem of trying to find some rule to follow where the Congress did not
spell it out in the first place.
Mr. WEINBERG. Well, I have attempted to explain the Depart-

ment's position.
Senator ANDERSON. Let me just say that we will make available to

you the transcript of what we went through this afternoon. And if
you will study it and try to amplify those points and clear them up,
it will be deeply appreciated by the members of the committee.
Mr. WEINBERG. I thank you, sir.
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(Mr. 'Weinberg subsequently submitted the following:)
DEPARTMENT OF THE INTERIOR,

OFFICE OF THE SOLICITOR,
Washington, D. C., May 16, 1957.HOD. JAMES E. MURRAY,

Chairman, Committee on Interior and Insular Affairs,
United States Senate, Washington, D. C.

DEAR SENATOR MURRAY: In accordance with the invitation tendered me bySenator Anderson, temporarily presiding, at the conclusion of my oral testimonyat the May 3 joint hearing of the Missouri Basin problems held by the Com-mittee on Interior and Insular Affairs and the Committee on Public Works, Ienclose for inclusion in the record a prepared statement which continues andsupplements my oral testimony.
Also enclosed, as requested by the committee during the course of my testi-mony are the following documents, which are transmitted pursuant to appro-priate departmental authorization:
(1) Letter from Administrative Assistant Secretary D. Otis Beasley datedNovember 26, 1956, to Mr. Adolph 1'. Samuelson, Director, Civil Accounting andAuditing Division, General Acconating Office, together with enclosure thereto.(2) Letter from Administrative Assistant Secretary Beasley dated April 22,1957, to Mr. Samuelson.
(3) Opinion M-36022, dated January 18, 1950, by Solicitor Mastin G. White,subject Power Rates—Missouri River Basin Project.
(4) Memorandum dated September 2, 1949, from William J. Burke, regionalcounsel, Bureau of Reclamation, Billings, Mont., to Chief Counsel, Bureau ofReclamation, Washington, D. C., subject Establishment of Power Rates—Mis-souri River Basin Project, enclosing memorandum of identical date by Mr. Burke

re: Establishment of power rates—Missouri River Basin project.
(5) Memorandum from Assistant Chief Counsel Schwab, dated September 30.

1946. subject Use of Revenues Received From the Distribution and Disposal of
Power From Dams Constructed by the Corps of Engineers.
The last two memoranda above itemizeti are enclosed along with Solicitor

White's memorandum of January 8, 1950, so that the committees may have in therecord copies of all of the divergent legal opinions prepared within the Depart-ment on the matter dealt with.
I take this occasion to express to the committees my appreciation of the oppor-tunity to complete the presentation of the Department's position through themedium of the prepared statement enclosed.

Sincerely yours,
EDWARD WEINBERG, Assistant Solicitor.

MAY 16, 1957.
PREPARED STATEMENT OF EDWARD WEINBERG SUPPLEMENTING AND CONTINUING

ORAL TESTIMONY GIVEN ON MAY 3, 1957

This prepared statement is submitted in response to the invitation kindly
tendered me at the conclusion of the hearing on May 3 by Senator Anderson,
temporarily presiding, to submit an additional formal statement for the record.
This prepared statement does not repeat the material covered by my oral
testimony. Rather, it represents a continuation of my analysis from the pointwhere oral testimony was concluded.

SUMMARY OF ISSUES INVOLVED

At the outset of my oral testimony I stated that the issue of application against
Irrigation costs of power revenues allocable to power generated at hydroelectric
projects of the Corps of Engineers constructed pursuant to the authority of
section 9 of the Flood Control Act of 1944 involves three fields of inquiry. The
first of these concerns the meaning to be accorded the reference in section 9 (c)
of the Flood Control Act of 1944 to "the reclamation and power developments to
be undertaken by the Secretary of the Interior" in the light of the actual scope
of House Document 475 and Senate Document 191, 78th Congress, as revised
and coordinated by Senate Document 247, 78th Congress. The second inquiry
Is concerned with the implementation or the administration of the statute by
the Department of the Interior following its enactment. The third field of inquiry
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is concerned with congressional recognition and acceptance of the Department's
administration of the statute.
The first field of inquiry was covered by my oral testimony.

DEPARTMENTAL PRACTICE IN ADMINISTRATION OF MISSOURI RIVEZ BASIN Pawl=

At the conclusion of the hearing on May 3, I had been discussing the Depart-
ment's practices following the enactment of the Flood Control Act of 1944.
I had in that connection discussed such matters as the approval of Missouri
River Basin power rates on March 24, 1950; the Secretary's exchange of cor-
respondence with the Federal Power Commission late in 1950 in which he
declined to submit rate schedules to that Commission for approval; and the
testimcny before the Jones committee in 1952. I had, as the meeting adjourned,
reached the recent statement by the Department to the Audit Division of the
General Accounting Office. This statement consists of a letter dated April 22,
1957, from Administrative Assistant Secretary D. Otis Beasley to Mr. A. T.
Samuelson, Director, Civil Accounting and Auditing Division, General Accounting
Office. A -copy of that letter, together with a copy of an earlier letter of
November 26, 1956, from Assistant Secretary Beasley to Mr. Samuelson com-
prising the Department's comments upon the Missouri Basin audit report of
the General Accounting Office for the fiscal year ended June 30, 1955, are sub-
mitted with this statement for inclusion in the record as requested by Senator
Case.
In the spring of 1955 the Bureau of Reclamation completed an economic analy-

sis of the Missouri River Basin project bringing earlier analyses up to date
in the light of more recent estimates of costs and reflecting current conclusions
as to allocations of costs and repayment periods. This analysis was embraced
in a document entitled "Economic Analysis, Missouri River Basin Project," as
revisca April 1955.
The economic analysis was transmitted to the chairmen, respectively, of the

House and Senate Committees on Interior and Insular Affairs, Public Works,
and Appropriations by letter from Assistant Commissioner Nielsen of the Bureau
of Reclamation dated January 16, 1956.

Basic to the economic analysis is the inclusion of costs and revenues of Corps
of Engineers projects in the Missouri River Basin and the application against
irrigation costs on a basinwide basis of power revenues realized from the sale
of power developed at all powerplants authorized to be constructed by section 9
of the Flood Control Act of 1944, including those constructed and to be con-
structed by the Corps of Engineers.
As is observed in the preface to the analysis, it was made on the basis of

current (April 1955) economic practices of the Bureau of Reclamation. Par-
ticular reference is directed to the summary of economic analysis and the
itemization of the procedures used in economic analysis which appear in the
economic analysis immediately preceding the table of contents. A copy of the
summary and the procedures are, for convenient reference, included in the
appendix to this statement.
By letter dated May 9, 1956, from Assistant Secretary Aandahl to the chairman

of the Senate Interior and Insular Affairs Committee, the Department indicated
its endorsement and approval of the economic analysis. This letter was written
in response to a request from the chairman for departmental comment on the
findings of the analysis and upon the related average rate and repayment
study for the Missouri River Basin dated December 1955. The chairman's
request was reiterated by the committee in its report of April 23, 1956, on S. 2206,
84th Congress, which bill provided for the approval of the report of the Secretary
of the Interior on the Ainsworth unit of the Missouri River Basin project
( S. Rept. 1709, 84th Cong., 2d sess.). The pertinent paragraphs from Assistant
Secretary Aandahl's letter of May 9, 1956, are noted at this point. The entire
letter is included in the appendix to this statement:

"In respect to the Missouri River Basin economic analyses, members of the
Department staff participated in preparation of the documents sent to you.
Within the limitations and the assumptions set forth in those documents, we are
confident that they present a valid appraisal of the economic aspects of the
Missom i River Basin project.
"Based on the information in those documents, further analysis indicates

that the Missouri River Basin project, comprising only those units constructed
,r ander construction, may oe suostantially expanded and stIll repay all reim-
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bumble costs within 50 years from completion of the last added unit at existingpower rates. Units considered for addition in this analysis include Ainsworth,East Bench, Farwell, initial phase of Garrison division, Hardin, Lavaca Flats,Nickwall, first stage of North Loup division, Red Rock, and Shoshone extensionunits, and completion of the Cedar Bluff, Heart Butte, Kirwin, Lower Marias,St. Francis, and Webster units. It was to this situation that Assistant Secre-tary Aandahl referred when he stated `I would only make a very general com-ment, and that is the study is sufficiently reassuring so that we should haveconfidence in going ahead with the matters that are immediately before us.'"As to the long-range future, judgment as to the adequacy of power rates forthe ultimate plan involves consideration of such factors as length of total pay-out period, the rate of construction of future units, the units finally selected fordevelopment, their cost, and other factors that cannot be evaluated now."The Bureau of the Budget has been furnished copies of the Economic Analysisand the Average Rate and Repayment Study. We are not aware of any viewsthe Bureau of the Budget has expressed nor that it was intended to use the docu-ments other than for information purposes."
In addition to the foregoing specific examples of departmental interpretationand implementation of the Missouri Basin authorization as including, on abasinwide basis, the application of revenues derived from the sale of corps-generated power to assist in the payout of irrigation costs, mention should bemade of the presentations that have been made to the Appropriation Commit-tees of the Congress continuously since enactment of the 1944 act.The Department has consistently advised the Appropriation Committees in itsannual budget presentations regarding its practice. Citation of extensive ex-amples would lengthen this statement beyond reasonable limits. However, todemonstrate the consistency of the Department's practice reference will be madeto the presentation made to the House Appropriations Committee upon the oc-casion of the initial request for funds following enactment of the Flood ControlAct of 1944. This presentation represents a construction of the statute whichwas contemporaneous with its enactment.
The Flood Control Act of 1944 became law on December 22 of that year. OnMarch 22, 1945, a supplemental appropriation request embracing funds for theBureau of Reclamation with which to undertake initiation of preconstructionand planning activities in the Missouri Basin was submitted to the Congress.Hearings were held by the Subcommittee on Interior Appropriations of theHouse Appropriations Committee on March 24, 1945. These hearings are identi-fied as Part 3: Missouri River Basin, of the printed hearings on the InteriorDepartment appropriation bill for 1946.
The Commissioner and Assistant Commissioner of Reclamation, Harry W.Bashore and William E. Warne, respectively, made an extensive presentation

to the subcommittee in which they developed the concept that the Missouri River
Basin project comprised the execution on a coordinated basis of the integratedplans of the Bureau of Reclamation and the Corps of Engineers that had been
approved by section 9 of the 1944 act. Extensive reference was made to SenateDocument 191 and the history of the development of the Pick-Sloan plan, and itsobjectives, were gone into at considerable length. The following exchange be-
tween the chairman of the subcommittee, Representative Johnson, of Oklahoma,
and Assistant Commissioner Warne and the comment of Representative Cannon,
then, as now, the chairman of the full committee, are particularly illuminating
on the issue before us :

"REIMBURSEMENTS

"Mr. JOHNSON of Oklahoma. I have one final question, Mr. Warne. I see, on
page 2 of the same supplemental estimate, 118, under the Missouri River Basin
is a word that has been in F30 many other estimates, the word 'reimbursable.'
Does that mean 'reimbursable,' or is that just a sort of catchall word that is put
In there to assist in securing sufficient funds?
"Mr. WARNE. Mr. Chairman, that means reimbursable in accordance with the

plan as set up and as included in the material I submitted a little earlier from
Senate Document 191 showing reimbursement.
"Mr. JOHNSON of Oklahoma. Of how much?
"Mr. WARNE. I shall give you the figures. The figure of $741,100,000 is the

total estimated to be reimbursed, the rest of the cost being chargeable to flood
control and navigation.
"Mr. JOHNSON of Oklahoma. Yes.
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"Mr. WARNE. Of that total of reimbursement, $298 million would be expected
to be returned by irrigation; $421,100,000 by power; and $20 million by pay-
ment of municipalities for municipal water supply. This 'reimbursable' here
would bear a direct relationship to the total cost and would be allocated in the
end among the functions in like manner as that indicated for the total cost.
"Mr. JOHNSON Of Oklahoma. In other words, so that there would be approxi-

mately 50 percent of the actual cash outlay reimbursable and the other would
be paid back in terms of flood control which might really be more than the cash
involved?
"Mr. WARNE. Yes. In other words, this appropriation, if granted, will be ac-

counted for in the same way as other later appropriations that we would bring
before you. About half would be nonreimbursable.
"Mr. JOHNSON of Oklahoma. Mr. Chairman, would you like to ask the witness

some questions?
"Mr. CANNON. No further questions, Mr. Johnson. I think you have covered

the situation very thoroughly."

The figures cited by Mr. Warne are those embraced in Senate Document 191.
They embrace, as is clear from the hearing and the material submitted to the
committee in connection therewith, the revenues from Army-generated power
as well as Reclamation-generated power and the application of such revenues
against irrigation costs on a basinwide basis. Indeed, the entire hearings dem-
onstrate without question that the Bureau of Reclamation and the Department
of the Interior viewed section 9 of the Flood Control Act of 1944 as embracing
all of the activities of the Bureau of Reclamation in connection with the Mis-
souri Rivor Basin project, including payout analyses, the construction of trans-
mission lines and the marketing of Army-generated power, on a basiuwide basis
under principles of reclamation law. It is likewise clear that the Appropria-
tion Committee so understood the presentation.

CONGRESSIONAL RECOGNITION AND ACCEPTANCE OF DEPARTMENT'S POSITION

A. Appropriations
Until the format of the annual departmental appropriation act was changed,

commencing with the General Appropriation Act, 1951, to eliminate appropria-
tions by specific projects, the appropriations to the Bureau of Reclamation for
the Missouri River Basin project were consistently made by the Congress with
direct reference to section 9 of the Flood Control Act of 1944. This evidences, in
a manner completely consistent with the presentation annually made by the
Bureau of Reclamation and the Department of the Interior, a congressional
understanding that the Bureau of Reclamation was carrying on its portion of
the Missouri River Basin project entirely under the authority of section 9
in accordance with reclamation law.
For example, the initial appropriation item for the Missouri River Basin

project appearing in the Interior Department Appropriation Act, 1946 (act of
July 3, 1945. 59 Stat. 318, 343), reads as follows:

"Missouri River Basin (reimbursable) : For the partial accomplishment of
the works to be undertaken by the Secretary of the Interior, pursuant to Section
nine of the act of December 22, 1944 (Public Law 534), $3.200.000, to remain
available until June 30, 1947: Provided, That this appropriation shall be ex-
pended, either independently or through or in cooperation with existing Federal
and State agencies, only for detailed surveys, preparation of plans and specifica-
tions, and the performance of other work, preliminary to construction of the
Initial stages, and for the continuation by the Bureau of Reclamation of in-
vestigations on the general plan of development."

Note the reference to section 9 of the 1944 act. Substantially similar references
to section 9 are found in the Missouri River Basin appropriation items in the
First Deficiency Appropriation Act, 1946 (act of December 28. 1945. 59 Stat.
632, 648) : the Interior Department Appropriation Act, 1948 (act of July 25,
1947. 61 Stat. 460. 476) ; the Interior Department Appropriation Act. 1949 (act
of June 29, 1948. 62 Stat. 1112, 1129) and the Interior Department Appropriation
Act. 1950 (net of October 12. 1949, (13 Stat. 765. 783).
Commencing with the departmental appropriation act for fiscal wear 1947,

transmission lines were included by specific reference to the appropriation lan-

30-855 0 - 64 - 9
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guage for the Missouri River Basin item. For example, the pertinent provisionof the fiscal year 1947 act reads as follows:
"Missouri River Basin (reimbursable) ; For the partial accomplishment ofthe works to he undertaken by the Secretary of the Interior, pursuant to Sec-tion nine of the act of December 22, 1944 (Public Law 534), $17,500,000, toremain available until expended for carrying out the initial stages (includingthe construction of transmission lines) and for continuing investigations on thegeneral plan of development: Provided, That this appropriation shall be ex-pended, either independently or through or in cooperation with existing Federaland State agencies."

Commencing with the fiscal year 1948 act, the reference to "initial stages"was dropped. I note this inclusion by the Congress of transmission lines as beingIncluded within the section 9 authorization in view of Senator Case's questionduring my oral testimony as to the source of statutory authorization for trans-mission line construction.
Over this entire period the only appropriation act carrying Missouri RiverBasin project funds that failed specifically to refer to section 9 of the 1944 FloodControl Act was the First Deficiency Appropriation Act of 1949 (act of May 24,1949, 63 Stat. 76, 85) which carried an additional amount of $4,800,000 for theMissouri River Basin project with only a general reference to the act of Decem-ber 22, 1944.

B. Other legislation
Equally persuasive of a congressional understanding and ratification of theDepartment's interpretation of the scope and breadth of section 9 of the 1944act is to be found in a series of recent congressional enactments dealing withindividual units of the Missouri River Basin project. These are the act ofJuly 16, 1954 (68 Stat. 46) dealing with the Glendo unit, the act of August 21,1954, authorizing the inclusion of the Ainsworth, Lavaca Flats, Mirage Flatsextension and O'Neill units in the Missouri River Basin project; the act of May2, 1956 (70 Stat. 126) dealing with the Red Willow and Wilson Dams; the actof May 18, 1956 (70 Stat. 160) giving approval to the construction of the Ains-worth unit; and the act of August 3, 1956(70 Stat. 975) dealing with the Far-well unit.
The effect of each of these acts was a direction by the Congress that the par-ticular unit or units dealt with should be coordinated and integrated, physicallyand financially, with the other Federal works constructed or authorized to beconstructed by both the Bureau of Reclamation and the Department of the Armyunder the authority of section 9 of the Flood Control Act of 1944, as amended andsupplemented.
In the Glendo joint resolution of July 16, 1954, the Congress gave its approvalto the definite plan report on the Glendo unit swhich had been approved by theSecretary on February 19, 1954, and authorized construction and operation of theunit, "through its physical and financial coordination and integration with theother Federal works constructed or authorized to be constructed under the com-prehensive plans approved by section 9 of the act of September 22, 1944 * * *, asamended and supplemented, with the financial objective of returning its reim-bursable costs during a 50-year payment period."In the act of August 21, 1954, which added the Ainsworth, Lavaca Flats, MirageFlats extension, and O'Neill units to the Missouri River Basin project as thereto-fore authorized, the Congress directed that:
"The Secretary shall cause these units of the Missouri River Basin project tobe coordinated and integrated, physically and financially, with the other Federalworks constructed or authorized to be constructed under the comprehensive plansapproved by section 9 of the Act of December 22, 1944, as amended and supple-,mented."

The act of May 2, 1956, provided for a transfer of jurisdiction as betweenthe Secretaries of the Interior and Army over two units of the Missouri River'Basin project that had been authorized as a part of the original authorization insection 9 of the Flood Control Act of 1944. Under the act, the Red Willow Damwas transferred to the jurisdiction of the Secretary of the Interior from theSecretary of the Army and conversely, jurisdiction over Wilson Dam was trans-ferred from the Secretary of the Interior to the Secretary of the Army. Section2 of the act provides as follows:
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"Both the Secretary of the Interior and the Secretary of the Army shall cause
these units of the Missouri River Basin project to be coordinated and integrated
physically and financially with the other Federal works constructed or authorized
to be constructed under the comprehensive plans approved by section 9 of the
Act of December 22, 1944, aforesaid, as amended and supplemented."

The purpose of the act of May 18, 1956, dealing with the Ainsworth unit, was
to approve a feasibility report on the Ainsworth unit that had been prepared by
the Secretary of the Interior. Congressional approval of such reports was, by
the act of August 21, 1954, which authorized the Ainsworth and the other units
dealt with therein, made a condition prerequisite to the initiation of construction
In accordance with the 1954 authorization. In the act of May 18, 1956, the
Congress described the report of the Secretary, which it thereby approved, as
"demonstrating the physical and economic feasibility of the Ainsworth unit of
the Missouri River Basin project integrated as a part of said project by the act
of August 21, 1954."
mhe act of August 3, 195,6, reauthorized the Farwell unit of the Missouri River

Basin project. Extensive Changes had been made in the plans for that unit
as embraced in Senate Document 191, necessitating reauthorization. In the re-
authorizing legislation, the Congress directed that:

"* * * appropriate portions of the costs of constructing, operating, and main-
taining such works shall be allocated to irrigation and returned in the same
manner and under the same conditions as other irrigation costs of the Missouri
River Basin project

The act further directs that—"The Farwell unit shall be integrated, physically
and financially, with the other Federal works in the Missouri River Basin con-
structed or authorized to be constructed under the comprehensive plan approved
by section 9 of the Act of December 22, 1944, as amended and supplemented."
The references in each of the foregoing enactments to financial integration

or coordination can have meaning only in the context of the application on a
basinwide basis of power revenues from all power developments embraced by
section 9 of the 1944 Flood Control Act, whether constructed by the Department
of the Army or the Department of the Interior, against irrigation costs beyond
the ability of the water users to repay, in accordance with principles of reclama-
tion law.
In each of these enactments, save for the reauthorization of the Farwell unit,

the reference is to the "comprehensive plans" approved by section 9 of the Flood
Control Act. "While the reference in the Farwell unit is in the singular, to the
"comprehensive plan," such reference is without significance. This is demon-
strated on the face of the enactment itself by the requirement that the irrigation
costs should be returned "In the same manner and under the same conditions as
other irrigation costs of the Missouri River Basin project." This reference to
the "same manner and conditions" makes it clear that the Congress intended that
Army power should be included in the source of revenues for irrigation assistance,.
since that is the basis of power-revenue assistance in irrigation payout in the
case of all other irrigation costs of the Missouri River Basin project.
In addition, as will be seen, the legislative history of the Farwell Act con-

clusively confirms a congressional understanding that the Missouri River Basin
project embraces both the works constructed by the Army and Interior Depart-
ments, with marketing of energy by Interior under reclamation law and with
basinwide payout in accordance with reclamation law principles.
In the case of each of the foregoing enactments, the Congress had before it re-

ports from the Department indicating the Department's approach was on a
basinwide basis. In a number of instances significant comments appear in the
committee reports demonstrating, completely consistent with the text of the en-
actments, a congressional understanding that basinwide payout in accordance
with Reclamation law is at the heart of the Missouri River Basin project as
authorized by section 9 of the 1944 Flood Control Act.
In the case of the Glendo authorization, the Senate Interior and Insular Affairs

Committee stated in its report (Report No. 1615, 83d C,ong., 2d sess., June 17,
1954) that:

"The resolution would authorize the Secretary to include the modified Glendo
(Wyoming) project in the comprehensive plans for the development of the water
resources, and other purposes, of the Missouri River Basin as approved by sec-
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tion 9 of the Flood Control Act of 1944, and authorized in that act and in thecorresponding act of 1946."

The Senate committee report also includes the following statement:
"The report of the Department of the Interior is approved by the resolution.

It shows that the reimbursable costs of the project can be returned in 50 years
with interest on the power allocation. The committee notes, particularly, this
claim for financial feasibility, and approves of the aid from power revenues for
allocations to irrigation."

The reports of the House and Senate Interior and Insular Affairs Committees
on the legislation that became the act of August 21, 1954, authorizing the Ains-
worth, Lavaca Flats, Mirage Flats extension, and O'Neill units as parts of the
Missouri River Basin project (S. Rept. 2212, 83d Cong., 2d sess., Aug. 4, 1954;
House Rept. 1868, 83d Cong., 2d sess., June 15, 1954) ; each set forth the full text
of the Department's report to the Congress dated June 10, 1954. In the course
of the Department's report it advised the Congress that—

"The remaining costs allocated to irrigation could, under the terms of the bill,
be met by application of power revenues from Federal plants in the Missouri
River Basin in excess of those necessary to return the costs allocated to com-
mercial power. They could also be met, in part, by irrigators' payments over
a period longer than the 40 years assumed in this report."

The other three statutes involved were each enacted by the Congress follow-
ing the transmittal to the Congress of the Missouri River Basin project economic
analysis early in 1956.
In the case of the act of May 18, 1956, dealing with the Ainsworth unit, the

'Tort of the. Senate Interior and Insular Affairs Committee (S. Rept. 1799, 84th
Cong., 2d sess., April 23, 1956) made the following significant comments:

"The irrigation water users, over a 40-year period, will repay approximately
$3 million or approximately 30 percent of the estimated cost. The annual pay-
ment capacity of the lands in the Ainsworth unit is estimated to average $8.35
per acre with operation and maintenance cost of $2.30 per acre.
"The remainder of the construction costs will be repaid from surplus power

revenues of the Federal Missouri River Basin project. The committee inquired
of the Department of the Interior regarding the availability of surplus revenues
from the Missouri River Basin system to absorb the excess cost of the Ainsworth
and other units in the reclamation program for that project.
"On January 16, 1956, the Acting Commissioner of Reclamation, Neilsen, of

the Bureau of Reclamation, submitted an economic analysis of the Missouri River
Basin project which reflects findings of that' agency that anticipated power
revenues in the Missouri River Basin system will be adequate during the repay-
ment period to absorb construction costs of the Ainsworth and other units listed,
which are beyond the ability of the water users to repay. The chairman of the
committee has requested the Secretary of the Interior to provide departmental
comment on the findings of the analysis as well as the average rate and repay-
ment studies and payout study of December 1955.
"On the basis of the analysis, there appears no question as to adequacy of sur-

plus power revenues under present rates to absorb the irrigation construction
costs of the Ainsworth and other units programed for construction beyond the
ability of the water users to repay. Nevertheless, the committee concurs in the
request of the chairman to the former Secretary of the Interior that the Depart-
ment should comment officially on the economic analysis of the Missouri River
Basin project and average rate and repayment studies and payout study as of
December 1955. In view of the concern that the Bureau of the Budget has in-
dicated in this phase of the Missouri River Basin financial operations, the De-
partment should include the comments of that agency also."

As indicated earlier in the text of this statement, the Department of the In-
terior responded to the request for official comments embraced in the committee
report, by letter of May 9, 1956, from Assistant Secretary Aandahl to Chairman
Murray, expressing complete concurrence in the economic analysis.

In its report (II. Rept. 1764, 84th Cong., 2d sess., February 14, 1956), the
House Interior and Insular Affairs Committee observed that, "The estimated
cost of the project is about $25,934,000, of which 98 percent would be repaid

01,
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under the repayment plan for the Missouri River Basin project." The House
committee's report also stated the committee's conclusion that the report sub-
mitted by the Secretary of the Interior on the Ainsworth unit met the require-
ments of the authorizing act of August 21, 1954. The letter report of the Com-
missioner of Reclamation dated March 16, 1955, to the Secretary of the Interior,
which is a part of the Secretary's report and is set forth in House Report 1764,
states that, "Our analyses of the Missouri River Basin project indicate that the
basinwide net revenues will be adequate to pay all reimbursable costs, including
those of the Ainsworth unit in a period of time well within the useful life of
the works."
The following is quoted from the report of the Senate Interior and Insular

Affairs Committee upon the legislation which became the act of August 3, 1956,
reauthorizing the Farwell unit ( S. Rept. 2532, 84th Cong., 2d sess., July 12, 1956) :

"DESCRIPTION OF THE FARWELL UNIT

"Repayment: Maximum repayment ability of lands in unit to be irrigated is
$11,160,000 or 41 percent. Remainder of repayable costs of not less than
$17,488,000, would be repaid from Missouri River Basin project's surplus power
revenues.
"Period of repayment: 40 years with a 5-year development period for costs to

be repaid by irrigators, with consideration of variable repayment formula which
might extend period; 50-year repayment period for costs to be repaid by surplus
power revenues."

• • • • • •

"AID FROM SURPLUS POWER REVENUES

"The committee calls attention to the benefits accruing to an entire river basin
from the development of public power facilities in connection with the Missouri
River Basin project. More than 60 percent of the construction costs of the
Farwell irrigation unit will be repaid from surplus power revenues of hydro-
electric generating facilities located outside the State of Nebraska. This is only
one of many irrigation developments in the States of Montana, North and
South Dakota, Wyoming, Nebraska, and Kansas, areas of the Missouri River
Basin that have been made possible by the integration of the financial aspects of
the Missouri River Basin project.
"The Department of the Interior has reported that the surplus revenues of

the Missouri River Basin project, as now foreseen, will be adequate to repay
the construction costs of a substantial group of irrigation developments beyond
the ability of the water users to repay."

• • • •

"CONCLUSIONS OF THE COMMITTEE

"The committee concludes the project plan for the Farwell unit, which is
reauthorized by S. 3594, is in keeping with the objectives of the original author-
ization of the Missouri River Basin project. It, therefore, recommends that the
bill do pass."
The House Committee on Interior and Insular Affairs in its report on the

Farwell legislation (H. Rept. 2595, 84th Cong., 2d sess., July 3, 1956), stated in
part:
"a * * The Farwell unit would be integrated physically and financially with

the other Federal works in the Missouri River Basin."

"The remainder of the construction costs would be derived from other revenues
of the Missouri River Basin project. A recent reanalysis of the Missouri River
Basin project economics indicates that the basinwide net revenues will be
adequate to pay all reimbursable costs, including those of the Farwell unit which
are beyond the ability of the water users to repay. Economic justification for
the unit is demonstrated by the fact that the overall benefits exceed the costs by
a ratio of 1.88 to 1."
• a a a a •

"The committee believes that the Farwell unit is a sound development from a
physical and economic standpoint and is a desirable addition to the Missouri
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River Basin project. The committee, therefore, recommends that H. R. 7435,as amended, be enacted."
Finally, there is the following excerpt from the July 21, 1955, report of theSenate Committee on Interior and Insular Affairs on the legislation which be-came the act of May 2, 1956; dealing with the Red Willow and Wilson Danis(S. Rept. 1066, 84th Cong., 1st sess.). No clearer indication of congressionalrecognition of the nature of the Missouri River Basin project as a coordinateddevelopment embracing the comprehensive plans of both Departments, with basin-wide application of power revenues from all sources against irrigation costs inaccordance with reclamation law could be desired:
"The theory of the coordinated agreement between the Bureau of Reclamationand the Corps of Engineers which led to the authorization of the Missouri RiverBasin project in the Flood Control Act of 1944 was that where a dam was pri-marily for irrigation, the construction would be authorized to the Department ofthe Interior through the Bureau of Reclamation. Where a dam was primarilyfor flood control or navigation, the construction assignment would be made tothe Department of the Army through the Corps of Engineers. Under this ar-rangement, all of the large main-stem dams on the Missouri River, with theexception of Canyon Ferry in its headwaters in Montana, were assigned to thecorps, together with a limited number of dams on certain tributaries. Most ofthe dams on western tributaries of the Missouri were assigned for constructionby the Bureau of Reclamation sinre practically all of these structures were pri-marily for the storage of water for irrigation. Under the agreement which wasapproved by the Flood Control Act of 1944, power produced at any of the damsin the Missouri River Basin project, whether by the Corps of Engineers or theBureau of Reclamation, would be transmitted and sold by the Secretary of theInterior.
"The net revenues from power are pooled under the law and are available forfinancial aid to irrigation construction beyond the ability of irrigation waterusers to repay.
"In addition, the Secretary of the Interior is responsible for the disposal ofwater for irrigation or space reserved for this purpose in any of the dams in theMissouri River Basin project, while the Secretary of the Army is responsible forflood-control regulation."

CONCLUSION

From the foregoing, including the testimony orally given to which this prepared
statement is a supplement, the following conclusions are reached:

1. Certainly the construction originally placed by the Department of the In-
terior upon the Flood Control Act of 1944 to the effect that the Department's
actions are governed entirely by the provisions of section 9 and not by section 5
is not an unreasonable one considering the text of the two sections and the con-
tents of the comprehensive plans approved by section 9. At worst, it can be
argued that sections 5 and 9 both provide for power developments. However,
section 5 does not deal at all with irrigation. It can hardly be considered, in the
light of the Army and Interior plans, that irrigation, including the payout of
irrigation costs by basinwide pooling of power revenue costs, is not an essentialelement of the Missouri Basin development.
In these circumstances, it is arguable, to say the least, that since section 5 deals

at the most only with one of the elements of the Missouri Basin project, i. e., the
marketing of power from Army projects, whereas section 9 deals not only with
that but with all of the elements as well, it is legally permissible, in construing
the Flood Control Act, to conclude that section 5, for that reason alone, has no
application to the Missouri River Basin.

Moreover, considering that both sections 5 and 9 deal with the subject of power
development, section 5 deals with that subject generally whereas section 9 deals
specifically with power of the Missouri River Basin project. Ordinarily, the
courts hold in construing statutes that a special provision in a statute w-ill prey i 1
over a provision dealing in general terms with the same subject as that covered
by the special provision (Kepner v. United States, 195 U. S. 100, 125; Missouri v.
Ro8s. 299 72, 76). Application of that rule here likewise supports the construc-
tion placed upon the statute by the Secretary of the Interior from the outset.
The Secretary's construction moreover results in an application of the statute

which is in harmony with the statement of policy embraced in section 1, and
particularly in subparagraph (b) of section 1, a policy of facilitating the
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beneficial consumptive use of water for multiple purposes. Applicability of

section 5 to power matters in the Missouri River Basin would tend to defeat the

achievement of that purpose since it would render realization of the compre-
hensive development impossible because payout of the irrigation costs could not
be accomplished. On the other hand, the construction placed by the Department

on section 9 facilitates the achievement of the objective of the statute as set
forth in section 1 since it makes possible the construction of irrigation develop-
ments by providing a means of payout in accordance with Reclamation Law.

Finally, it must again be emphasized that without the application of power

revenues from the Army developments, the irrigation units of the Missouri River
Basin could not be undertaken because payout as required by reclamation law
could not be accomplished. To read section 9 narrowly so as not to cover this
essential requirement would result in the complete frustration of the intent
of the Congress as set forth in the section for it would render it impossible
even to undertake the reclamation developments covered by the Department's plan
which were concededly intended to be approved and authorized by section 9.
Such an absurd result should be reached only if the statutory language permits
of no other construction.. Statutes are to be construed in their entirety to ac-
complish results in harmony with their overall purposes (Silver v. Ladd, 74
U. S. 219; United States v. Gaskin, 320 U. S. 327; United States v. Menasche,
348 U. S. 528; Mastro Plastics Corp. v. N. L. R. B., 350 U. S. 270). They will
not be construed, where any other construction is possible, in such manner as
to lead to absurd results (Fleckner v. U. S. Bank, 21 U. 8.338:Armstrong Paint
Co. v. Nu Enamel Corp., 305 U. S. 315; United States v. Brown, 333 U. S. 18).
2. The practice of the Department in proceeding in the Missouri Basin on

the premise of the applicability of section 9 of the 1944 act has been consistent
and open. It is well known to the Congress.

3. The Congress has not only appropriated funds in the light of knowledge
of the Department's practice; it has by subsequent legislation recorded its
understanding that the Department's practice is an essential element of the
administration of the Missouri River Basin project and is completely consistent
with the provisions of section 9.
In these circumstances, even if it be conceded that there might have been

reasonable grounds for a differing construction of the statute immediately
following its passage, the Department's interpretation should not now be over-
turned. It is a rule of statutory Construction of long standing that a continued,
uniform interpretation by the agency charged with the carrying out of the pro-
visions of an ambiguous statute will be regarded as controlling, even though
originally the court might have reached a different conclusion than the admin-
istering agency had the matter been before it at that time (Brown T. United
States, 113 U. S. 568; Logan v. Davis, 233 U. S. 613; United States v. Jackson,
280 U. S. 133: United States v. (hicago, North Shore Railroad Co., 288 U. S. 1).

Particularly should such a construction be favored when, as here. the Congress
has acted on the basis of that eonstruetion and given its own expressions of
concurrence therein through appropriations and substantive legislation as well.
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EXHIBIT I TO THE PREPAREto STATEMENT OF EDWARD WEINBERG

Hon. JAMES E. MURRAY,
Chairman, Committee on Interior and Insular Affairs,

United States Senate, Washington, D. C.
MY DEAR SENATOR MURRAY: Your letter of April 2, 1956, requests the official

views of this Department on two matters: The recently released Economic Ana-
lysis, Missouri River Basin Project, as revised April 1955, and the related Average
Rate and Repayment Study for the Missouri River Basin dated December 1955
and, secondly, the Helena Valley repayment contract situation.
In respect to the Missouri River Basin economic analyses, members of the

Department staff participated in preparation of the documents sent to you.
Within the limitations and the assumptions set forth in those documents, we are
confident that they present a valid appraisal of the economic aspects of the
Missouri River Basin project.
Based on the information in those documents, further analysis indicates that

the Missouri River Basin project, comprising only those units constructed or
under construction, may be substantially expanded and still repay all reimburs-
able costs within 50 years from completion of the last added unit at existing
power rates. Units considered for addition in this analysis include Ainsworth,
East Bench, Farwell, Initial Phase of Garrison Division, Hardin, Lavaca Flats,
Nickwall, First Stage of North Loup Division, Red Rock, and Shoshone Extensions
Units, and completion of the Cedar Bluff, Heart Butte, Kirwin, Lower Marias,
Saint Francis, and Webster Units. It was to this situation that Assistant
Secretary Aandahl referred when he stated "I would only make a very general
comment, and that is the study is sufficiently reassuring so that we should have
confidence in going ahead with the matters that are immediately before us."
As to the long-range future, judgment as to the adequacy of power rates for the

ultimate plan involves consideration of such factors as length of total payout
period, the rate of construction of future units, the units finally selected for de-
velopment, their cost, and other factors that cannot be evaluated now.
The Bureau of the Budget has been furnished copies of the Economic Analysis

and the Average Rate and Repayment Study. We are not aware of any views
the Bureau of the Budget has expressed nor that it was intended to use the docu-
ments other than for information purposes.
In specific relation to S. 2206 concerning the Ainsworth unit, the views of the

Department are expressed in Assistant Secretary Aandahl's letter to you of March
27. 1955.

With regard to the Helena Valley unit of the Missouri River Basin project,
we share with you the desire that construction of this unit proceed as promptly
as circumstances permit. We believe, however, that under the present circum-
stances construction should not proceed until there is firm assurance of ade-
quate repayment coverage. This is the position recommended by the Bureau
of Reclamation and endorsed by us. Contrary to the assertions of your letter,
it does not represent a reversal by the Department of plans by the Bureau of
Reclamation to initiate construction of the Helena Valley unit.
Admittedly, some confusion developed during the various appropriations hear-

ings as to what constituted adequate repayment coverage in the case of the
Helena Valley unit. We made a sincere effort subsequently to clarify our posi-
tion on this matter as evidenced by the testimony of our representatives in the
hearings which you called on September 29, 1955, and January 19, 1956. This
was the purpose also of the communications dated September 23, 1955, addressed
to the chairmen of the House and Senate Appropriations Committees to which
your letter makes reference.

DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,

Washington 25, D. C., May 9, 1956.

4
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We recognize that the reclamation law does not require the execution of

repayment contracts prior to construction; however, such contracts are required

under the law before the actual delivery of water. It would appear self-evident

that the only prudent course to follow in connection with proposed projects is

that construction of such projects not be commenced until local interests defi-

nitely indicate that the project is desired and that they are willing to accept

responsibility for repayment as evidenced by the execution of repayment con-

tracts in advance of construction. Consideration of the construction and repay-

ment program for the IIelena Valley unit should give full recognition to this

principle.
The Helena Valley unit works as designed and proposed for construction in-

clude capacity and facilities to serve 17,600 acres-13,000 acres with a full water

supply and capacity to provide a supplemental water supply to some 4,600

acres currently being irrigated. It was contemplated that the full and supple-

mental water supply lands would repay approximately $1.5 million in 40 years,

or about 12 percent of the construction cost of the unit.
The Helena Valley Irrigation District, as now organized, comprises only the

irrigable lands in need of a full water supply and for which irrigation distribu-
tion facilties are proposed for construction. The water service and repayment
contract proposed with this District is estimated to return about $800,000, or
only about 7 percent of the construction cost of the Helena Valley unit. This 7
percent repayment return involving the full water supply lands is only slightly
more than one-half of the approximately 12-percent return involving the 17,600
acres for which the unit would be constructed. Attempts to organize the supple-
mental water supply lands for purposes of contracting with the United States
have not been successful.
In an effort to assure the financial integrity of this unit and attain the opti-

mum development of the unit, the Bureau of Reclamation has proposed a water
service arrangement with the city of Helena under which an additional 5 percent

construction repayment would accrue to assure approximately 12 percent repay-
ment coverage. Negotiations with the city on the proposed arrangement have

progressed to the point where the city has recently requested the Bureau to sub-
mit a preliminary draft of contract for the city's consideration. If the negotia-
tions with the city are concluded successfully and if the water users of the
Helena Valley Irrigation District accept the contract which has been negotiated
with the district's board of directors, we shall be in a position to move ahead with
construction of the Helena unit.
The House Appropriations Committee will have an opportunity to review the

matter soon and may at that time make known its views on proceeding to con-
struction solely on the basis of a satisfactory contract entered into with the

Helena Valley Irrigation District.
Your later letter, dated April 27, 1956, concerning the above has been received

and this reply is intended to cover both letters. We regret any inconvenience
that delay in answering your letter of April 2 may have occasioned. Because of
the very short period between receipt of your letter and Secretary McKay's
departure, it was not practical to prepare a reply in time for his personal
attention.
We are sending a copy of this reply to Senators Hayden and Mansfield and

Representative Metcalf, who received copies of your April 2 letter.
Sincerely yours,

(Signed) FRED G. AANDAHL,
Assistant Secretary of the Interior.

SUMMARY OF ECONOMIC ANALYSIS—MISSOITRI RIVER BASIN PROJECT,
REVISED APRIL 1955

Project capacity
Irrigable area: Acres

Full 3,598,100
Supplemental 

Total 

736,900

4,335,000
Kilowatt*

Power installation  2, 434, 400
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Cost (See table 3 and table 4)Bureau of Reclamation:
Missouri River Basin project $2,701,083,000Fort Peck transmission system 23,277,000Share of Kendrick project storage 1,116,000Other Interior agencies 38,510,000Corps of Engineers 

Estimated total cost 

2,557,513,000

5,321,499,000

INTERSET DURING CONSTRUCTION
Commercial power 53,814,000Municipal water 426,000

Total interest during construction 

Total cost to be allocated 

54,240,000

5,375,739,000
Allocation and repayment

Allocation Repayment

Reimbursable:
Irrigation 
Commercial power (includes $53,814,000 for interest during construc-tion) 
Municipal water (includes $389,000 interest during construction) Recreation  
Fish and wildlife 
Buford-Trenton work-investigations of inactive units and otherInterior agencies 

Total reimbursable 

Nonreimbursable:

$2, 235, 749,000

 1, 144, MS. 000
7. 600, 000

16,037, 000  
342, 000  

55, 567,000  

$385,

13 066,
7,

528,000

405, 000
600, 000

3,459,533,000 3.459,533,000

Flood control and navigation 1, 849, 576,000  Fish and wildlife  1, 950, 000  Rapid City Air Base water supply (includes $37,000 for interestduring construction)  1, 037, 000  
Total nonreimbursable 1, 852, 563,000  

Deferred:
Investigations of potential units 6, 665, 000  Future power system additions 56. 978,000 (2)
Total deferred 63, 643, 000  
Total allocation and repayment  5,375,739,000 3,459,533,000

1 Also interest paid on unpaid balance of cost allocated to this function.
S Considered self-liquidating.
S Exclusive of payments for self-liquidating future additions to the power system.

COMPLETION AND PAYOUT

Interest rates: Commercial power, 3 percent; municipal water, 21/2 percent.
Power rates:

Firm energy, 5.5 mills per kilowatt-hour.
Nonfirm energy. 3.3 mills per kilowatt-hour.
Irrigation pumping energy, 2.5 mills per kilowatt-hour.
Excess capacity for peaking, $15,000 per kilowatt.
20 percent of total power costs are allocated to irrigation pumping ( interest-

free ) and 80 percent to commercial power ( interest-bearing) .
Irrigation repayment by water users: Irrigators pay for 40 years following the
development period for each block of land.

Completion

Construction
perir,d in years

after 1950

Date all facilities
are in service

Power 20 1970Municipal water 25 1975Irrigation 50 2000
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Repayment

Repayment period
in years after all

facilities in service

Date of completion
of repayment

Power 43 2013

Municipal water 50 2025

Irrigation 67 2067

BENEFIT-COST RATIO

Construction cost estimates based on prices as of June 1954. Period of
analysis-100 years.

Total project benefit-cost ratio for all Bureau of Reclamation units=1.62.

PROCEDURES USED IN ECONONIIC ANALYSIS—ACTIVE UNITS, MISSOURI RIVER BASIN
-PROJECT, REVISED APRIL 1955

1. Analysis includes all active units of the Missouri River Basin project.
2. Construction cost estimates are official estimates of the Bureau of Recla-

mation, other Interior agencies, and the Corps of Engineers for their respective
programs.

Allocations of cost are made by the separable costs-remaining benefits method
for units where separable costs are available, and by the alternative justifiable
expenditure method for other units. Allocations to fish and wildlife and to
recreation are generally limited to specific costs. Allocations of six multiple
purpose main-stem dams were provided by the Corps of Engineers.

4. To reflect the installed power capacity required for irrigation pumping,
20 percent of costs allocated to power are suballocated to irrigation pumping
plant and are distributed among individual pumping units, for use in benefit-cost
analysis.

5. Reservoir costs allocated to irrigation, including storage in main-stem
reservoirs, are distributed among individual units served by reservoirs, for use
in benefit-cost analysis.

6. Benefits are based on existing Reclamation procedures, and include both
direct and indirect benefits for irrigation. Power benefits are based on alternate
costs according to interagency agreement. A 100-year period of analysis is used
in benefit-cost computations, as lesser periods would not be consistent with the
life of the works or the schedules of investment and repayment. Benefit-cost
ratios are shown for each reclamation unit.

7. Costs allocated to irrigation are repaid without interest. Municipal water
and power investments include 2.5 percent interest during construction. Munici-
pal water investment is repaid with 2.5 percent interest on unpaid balances, and
commercial power investment is repaid under assumption of 3 percent interest
on unpaid balances.

8. Power revenues are based on rates of 5.5 mills per kilowatt-hour for firm
energy, 3.3 mills for nonfirm energy, 2.5 mills for irrigation pumping energy,
and $15 per kilowatt for peaking capacity..

9. Energy generated at all reclamation plants and six Corps of Engineers
plants, together with energy in excess of project use at Shoshone. Riverton,
Kendrick, and Colorado-Big Thompson projects, is marketed through the Missouri
Basin transmission network.

10. Revenues from irrigators and conservancy districts were asstimed to extend
40 years following a development period of not more than 10 years for ea ;-.11
block of land. Revenues from immicipalities were assumed to extend for 50
yea is.

11. Power revenues are used to assist in repayment of costs allocated to irriga-
tion and other miscellaneous reimbursable costs. Surplus municipal water rtw •
enues are not applied to assist irrigation in the present study.
12, A portion of municipal water costs and costs allocated to fish and wildlife

are nonreimbursable under special legislation. Costs allocated to flood control
and navigation are shown as nonreimbursable.
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EXHIBIT II TO THE PREPARED STATEMENT OF EDWARD WEINBERG

Mr. ADOLPH T. SAMUELSON,
Director, Civil Accounting and Auditing Division,

General Accounting Office, Washington 25, D. C.
MY DEAR MR. SAMUELSON : By letter dated June 1, 1956, you transmitted tous the observations of the Civil Accounting and Auditing Division on the de-ficiencies and weaknesses in the operation of the Missouri River Basin project,Bureau of Reclamation, for the fiscal year ended June 30, 1955. Attached here-with are two copies of our reply to the comments.
We wish to thank you for making the observations of the Civil Accounting andAuditing Division available for our review and comment.The three copies of the proposed report transmitted to us with your letterof June 1, 1956, are returned herewith.
Sincerely yours,

DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,

Washington, D. C., November 26, 1956.

( Signed) D. OTIS BEASLEY,
Administrative Assistant Secretary.

DEPARTMENT OF THE INTERIOR: COMMENTS ON PROPOSED REPORT OF DIVISION OF
AUDITS ON MISSOURI Rivirs BASIN PROJECT, GENERAL ACCOUNTING OFFICE

1. Allocation of construction costs anel multiple-purpose projects
The report indicates that the Federal water resource program is based on a

large number of laws that are administered by several agencies and that these
laws do not provide uniform provisions, policies, or criteria that are funda-
mental in carrying out this program. While the report recognizes that general
agreement on cost allocations of multiple-purpose projects has been reached by
the Department of the Interior with the Corps of Engineers and the Federal
Power Commission, it points out that in the past the allocation of construction
costs by the Corps of Engineers and the Department has differed substantially
through the choice and application of methods of allocation and that as a result
wide range of power rates could be justified. Therefore, it recommends that

Congress provide the policies and criteria to be applied, for allocation of costs of
multipurpose projects and that the criteria for' cost allocations provide for
(1) period for repayment of construction costs, (2) rates of interest, and (3) sub-
sidies to nonpower purposes.
Comments.—The Department has commented at some length on these matters

in connection with the audit report of the southeastern area river basins and
related facilities for the fiscal year ended June 30, 1955. Comments therein are
equally applicable to the proposed report on the Missouri River Basin project.
2. Inclusion of Fort Peck project as a part of Missouri River Basin project
The report states that the Fort Peck project is considered by the Bureau of

Reclamation as an integral part of the Missouri River Basin project for purposes
of determining Missouri River Basin project feasibility and repayment, although
separately authorized.

It recommends that if the Bureau desires to continue to so treat the earnings
of Fort Peck project, specific legislative authorization should be obtained from
the Congress.
Comments.—For the purpose of determining an average commercial rate for

power and energy in the marketing area of the Missouri River Basin project the
Fort Peck Dam and powerplant are considered as an integral unit of the Missouri
River Basin project. However, the economic feasibility of units of the Missouri
River Basin project is appraised in individual unit definite plan reports or justi-
fications prior to approval for construction. Such material has been submitted
to the House Appropriations Committee in connection with requests for appro-
priations, and full unit justification data are presented in budget documents.
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The Departtnent feels that this issue has been needlessly confused by current
and prior General Accounting Office comments which fail to recognize the purpose
served by the Bureau's presentation of consolidated studies of the two projects
involved. Such consolidation is very useful, and perhaps the only realistic man-
ner in which market area rate level application can be equitably determined. It
has in no way permitted looseness or laxity in construction of separate units of
the Missouri River Basin project by the assumption of allegedly inflated repay-
ment prospects of the basinwide plan, because such construction is rigidly
governed by the criteria for economic justification which the Bureau has con-
sistently prepared for the Congress, and by the requirements of law, specifically
section 9 (a) of the Reclamation Project Act of 1939.
The Fort Peck dam was separately authorized for navigation by the Rivers

and Harbors Act of August 30, 1935, and the Fort Peck power production and
transmission facilities were authorized by the act of May 18, 1938. The Flood
Control Act of December 1944, which authorized the Missouri River Basin project,
created . a physical interrelationship of features which requires integrated
rather than separate economic and engineering determinations of power system
rates. The magnitude of power production from Fort Peck powerplant influences
and is influenced by water storage, release and production of the five additional
larger projects downstream on the Missouri River. Transmission properties of
the Fort Peck project interconnect at several points with transmission properties
of the Missouri River Basin project. Energy in large quantities is interchanged
frequently between projects. The market area for the two projects is not dis-
tinguishable by subdivisions on the basis of power source. It follows from these
facts that rate determination cannot be on the basis of dual computations.

With further reference to the matter of authorization, the plans presented in
S. Doe. 191, 78th Congress, contemplated the incorporation of the Fort Peck
project as an integral part of the Missouri River Basin project. This includes
the Fort Peck reservoir as well as the power plant. There are a number of
references to the Fort Peck facilities in S. Doc. 191 that support the inclusion
of the Fort Peck project in the Missouri River Basin project, some of which
follow:
(1) From page 115:
"The reauthorization of the Fort Peck dam on May 18. 1938, was for the

purpose of improving navigation on the Missouri River and for other purposes
incidental thereto, including power. The plan herein presented makes irriga-

tion a primary use of water, and substitutes other storage downstream for the
Fort Peck Reservoir. to serve navigation and other purposes."
(2) From page 116:
"Water stored in the Oahe Reservoir will be available for navigation purposes

on the lower river, as a substitute for water taken from the Fort Peck Reservoir

for irrigation and other purposes."
(3) From the discussion of main stem storage on page 116:
"By the construction of these three reservoirs, the river will be sufficiently

regulated to control floods, develop all power possibilities, eliminate silt, create

enormous recreational possibilities, permit the use of Fort Peck Reservoir for

irrigation, * * *"
(4) From the discussion of Missouri River pumping plants on page 117:
"These pumping plants will be served with electrical power for pumping from

the Fort Peck powerplant."
(5) From the discussion of the Missouri-Souris diversion on page 114:
"Power required to pump the water over the divide near Greuora will be

developed at the Crosby and Des Lacs powerplants. but for short periods the
powerplant at Fort Peck will be drawn upon to assist these plants to the extent
of 30,000 kilowatts."
The Fort Peck powerplant is included in a tabulation of the Missouri River

Basin project, "Hydroelectric plants to be operated for firm power" on page 136
of S. Doc. 191 ; and also in a second tabulation of plants to be operated" * * 0
for seasonal power.”
A similar tabulation on page 141 includes the Fort Peck plant showing installed

capacity, annual generation, and costs. In reference to this tabulation it is
stated:
"The costs of facilities to be used in the production of firm power, and the

distributions of such costs, are summarized in the following table, in which 1940
costs were used."
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From the same page:
"Two plants, one at Fort Peck and one on the Tongue River, will be usedchiefly to generate power for pumping, but each will yield some firm power.The costs of those two powerplants are divided, an appropriate part being

charged to power."
Also the Fort Peck power transmission line system is shown on drawing

58-D-495, page 138, as an integral part of the proposed Missouri River Basin
project transmisFion system. The power production from Fort Peck is included
with the production of the proposed Missouri River Basin project plants through-
out the discussion of power on pages 134 to 142, inclusive.
From the references above, it is clear that the plans presented in S. Doc. 193.

Incorporated the Fort Peck project as an integral part of the Missouri River
Basin project.

3. Status of repayment of construction costs allocable to power
The report stateE that definitive agreements have not been executed between

the Corps of Engineers and the Bureau of Reclamation for an allocation of a shareof revenues as return of reimbursable power costs to corps constructed and oper-ated powerplants on the main stem of the Missouri River. It indicates furtherthat until this determination is made, it is not possible to ascertain the amountsof revenue applicable to return of reimbursable costs of the Bureau constructedand operated plants.
To afford the basis for showing the status of repayment of the Government'sInvestment ir water resource deYnlopment in Missouri Basin, and a financialevaluation of operating results, it recommends that agreements be reached andnegotiated between the agencies.
Comments.—For several years the Bureau of Reclamation has prepared a Mis-souri River Basin project power system average rate and repayment study. Thestudies consolidate the operations, costs, revenues and investments of the Bureauand the Corps of Engineers in the Missouri River Basin. Detailed working

papers, on file in the Bureau of Reclamation, segregate specifically all the data
applicable to each agency.
For the first 10 years of operation of the Fort Peck project the Bureau of

Reclamation prepared the Fort Peck project annual report for the Congress under
provisions of the act of May 18, 1938. This is a complete financial statement of
the project involving both agencies, on the basis of standard accounting pro-
cedures. This report was fully informative on the status of repayment and was
a matter of public information. It was discontinued under the provisions of
Public Law 706, 83d Congress, 2d session, approved August 30, 1954 (II. R. 6290).
During this 10-year period and subsequently there has been no need for or

purpose to be accomplished by an agreement between the Bureau of Reclamation
and Corps of Engineers on allocation of revenues.
The Bureau of Reclamation and the Corps of Engineers comply in full

and individually with the reporting requirements of the Federal Power Com-
mission by the submission of the annual FPC Form 1 report on operations.
The department has serious doubts respecting the usefulness of separate

reporting of Corps-originating and reclamation-originating revenues to the Con-
gress or to the public. Moreover, a degree of arbitrary assignment of revenue
would be required. In the first place, Corps power production and Bureau
production are integrated in order to maximize system output of energy of the
highest commercial value. Most Federal powerplants in the Missouri River
Basin are interconnected, and it is intended that in a very few years all will be
interconnected. Thereupon it will be impossible to identify the source of all
energy sold by energy class, such as firm, nonfirm, and irrigation pumping,
and by powerplants contributing to the system total. In the second place, a
major share of the Bureau of Reclamation transmission investment is in facilities
designed to market energy generated at Corps powerplants. Were it possible to
associate precisely the income value of energy generated at Corns powerplants,
such income should not accrue entirely to the Corps and appear on that agency's
ftancial statements because it could not be realized without the expenditure of
over $100,000,000 to transmit the energy from the Missouri River plants to the
load centers. Here again an arbitrary assignment of revenue to transmission
plant would be necessary due to the benefit-creating function which this trans-
mission plant performs. But, here again, this transmission plant is or will be
:nterconnected and fully integrated with Bureau of Reclamation generation. ser,-
.ng eacn agency joIntly but in an indeterminate monetary degree.
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The department considers that the consolidated statement of the financial
and repayment status of the Missouri River Basin project and associated works
is consistent with the physical and operating facts and accurately and informa-
tively reflects the results of these works.

C. Classification of preconstruction costs of Bureau of Reclamation as con-
struction work in progress.

This comment has been previously included in audit reports, and as pointed out
in this report action has been taken to establish standard practices and procedures
which will overcome the objection raised. The Bureau has already acted in
removing significant amounts from the construction category and returning them
to an investigations status. Examples are Narrows, Shoshone Extensions,
Moorehead, and Missouri division units, all of which are mentioned in the report.
Future actions will be consistent with this, and in the case of units moving from
an investigations to a construction category for the first time, such action will
be taken INO-ien physical construction is certain.
The Bureau is conductingstudies to determine appropriate and justifiable costs

which may be classified either as abandoned or deferred. When this determina-
tion has been made, appropriate adjustments will be effected.

7. Financial integration of power systems in Missouri River Basin
The report indicates that power revenues resulting from integrated operation

of the western division, Missouri River Basin project, power system are appor-
tioned without reference to quantity of power delivered to the system, and that
consolidated operation does not disclose actual financial results of the individual
projects. It recommends that the Department obtain specific legislative author-
ization for the consolidation of power operations and that the basis for allocation
to participating projects of power revenues be reviewed.
Comments.—The Department has previously furnished comment and reference

in this matter. Relative to obtaining specific legislative authorization for these
consolidations, reference is made to pages 1072 to 1074, inclusive. Hearings of
the Subcommittee on Appropriations, House of Representatives, for fiscal year
1953. It is the position of the Department that this complete disclosure to the
Congress in 1953 and similar presentations in subsequent years of the administra-
tive steps which were taken to accomplish power system integration is entirely
proper and sufficient without further specific enactment by the Congress.
With respect to the basis of revenue distribution to participating projects, the

Bureau of Reclamation has, as the audit report states, followed the procedure of
allocating predetermined repayment amounts based on the 1951 average rate and
repayment studies. The governing principle involved is that repayment of par-
ticipating projects should be not less or no more financially favorable than was
forecast prior to integration with the Missouri River Basin project. Payments
during the first 3 years of integrated operations were designed to assure this
principle.
During the first 3 years of integrated operation, however, it became apparent

that the energy contributions by projects to the system were not, for various
physical reasons, in accordance with energy forecasts which were the basis for
1951 revenue and repayment studies. These physical circumstances gave rise to
inequitable payments among projects. Therefore, the method of revenue dis-
tribution was modified, effective in FY 1956, the fourth year of integrated opera-
tion, so as to relate the payment directly to energy generated and delivered to the
system. The principle of full and equal financial soundness of each project was
maintained by computation of a rate sufficient to meet all costs and obligations
as estimated prior to integration, with provision for review at 5-year intervals
and for minor rate adjustments if necessary. This modification in procedure has
proven satisfactory, and it should answer the objections of the auditors. The
Bureau of Reclamation was aware of this situation which now has been im-
proved through normal review processes and procedural changes.
R. Federal power service to Gorernment installations
The report states that the overall advantage to the Federal Government would

have been greater if power had been furnished the Great Falls air b:ise from
Federal power facilities in the area, rather than permitting service to lie estab-
lished from the privately-owned utility. It recommends that an agency in the
Executive Department should be designated to review and enfore the making of
arrangements that would provide lower power costs to the Government's operat-
ing installations and increased power revenues to Federal power installations.
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Comments.—In this instance it is felt that the General Accounting Office
auditors generalized from a particular situation. The Bureau of Reclamation
offered service to the Air Force at the Rainbow substantion, 11/2 miles from the
air base, and at the standard Fort Peck project rate schedule. The Air Force
desired service at the air base which would have required construction of 11/2
miles of low-voltage line. Construction of the line would have been a departure
from system-wide Departmental policy limiting service to customers at major
Bureau substations. To federally construct the additional facility would have
involved added investment, an inconsistency in established and well-known policy,
and a dangerous precedent which in the long run could result in an over-all in-
crease in Federal costs in serving preference-type customers far in excess of the
amount of money involved in this instance. In addition, such action would
not have improved public relations. The privately-owned utility owned a dis-
tribution line to the air base. The outcome in this case was that the Air Force
rented the utility's line for $450 per month and contracted with the utility for
energy at exactly the same price as the Fort Peck rate level—with a saving to the
Air Force over the original company offer (before the Bureau of Reclamation was
considered as a supplier) of $21,000 annually in the power bill. The Air Force
expressed written appreciation to the Bureau of Reclamation for effectuating a
saving in energy costs without investment outlay by the Federal Government.

9. Expenditures at Fort Peck project, Montana, not subject to annual congres-
sional approval

As expressed in previous reports, the General Accounting Office feels that
receipts of the project are available for expenditure without review or control
by the Congress. It suggests that the Congress may wish to provide annual
appropriations for power operations and, in addition, a reasonable amount as a
continuing fund to defray emergency expenses and to insure continuous operation.
Comments.—The Department's previous response in this matter notes that the

auditor's reports state that the permanent annual appropriation is not subject
to Congressional review. Previous departmental response also indicates that
this statement is not entirely factual from a budgetary standpoint. While the
act of May 18, 1938 (52 Stat. 403, 16 U. S. C. 833), authorizes expenditures of
revenue from the sale of electric energy at Fort Peck project without Congres-
sional action, it should be noted that data on the program and financial status is
clearly set out in the President's budget each year.
In accordance with requirements of Budget Bureau Circular A-11, "Instruc-

tion for Preparation and Submission of Annal Budget Estimates," the following
statements are prepared reflecting actual data for the last completed fiscal year
and estimates for the current and budget years and submitted to that Bureau:

1. Statement of sources and application of funds.
2. Statement of income and expenses.
3. Statement of financial condition.
4. Working capital changes.
5. Accrued expenditures by objects.
6. A narrative justification of work proposed in the budget year.
7. Program schedule is also furnished upon request.

These statements are reviewed in detail by Budget Bureau examiners and with
the expection of items 4 and 6 above are printed in the President's United States
Budget annually. Copies of the United States Budget are made available to all
members of the Congress. In addition, the justification material submitted to
the Appropriation Committees of the Congress included a statement on the Fort
Peck project, including a comparison of the estimate of expenditures for the cur-
rent and budget years.

Therefore, data is available for review and consideration by Appropriation
Committees and other members of the Congress in connection with this project.
The Congress has accepted such data and it is apparent that it is satisfied with
the operation of the project as performed by the Bureau.
In addition, the Congress has by recent legislation authorized precisely the

same procedures for the upper Colorado storage project as are now in practice
on the Fort Peek project. It is a satisfactory acceptable and efficient procedure
which in this case is being administered carefully and scrupulously by the Bu-
reau of Reclamation. In recent years similar procedures have been adopted by
other agencies with the approval of Congress.
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10. Power revenues applicable to participating project8 of the western division
The report notes that western division power revenue receipts allocated to par-

ticipating projects are returned to the Treasury by the Missouri River Basin
project, and that revenues are recorded as an investment account transaction as
cost or property transferred to or from projects. It is recommended that formal
fund transfers be made from Missouri River Basin project to each participating
project to more accurately reflect financial status of each.
Comments.—Little is to be served by a detailed identifi:mtion within the area

of reclamation power activities of the source of receipts to the relcamation fund
of the Treasury. Direct return by Missouri River Basin project, rather than
roundabout return through the projects gain nothing from the standpoint of the
reclamation fund accounting, and it would involve additional accounting. Net
investment—the more useful and informative account on Reclamation's books
than the total investment account--would remain exactly the same under either
procedure. And under either procedure the financial status of participating proj-
ects is equally clear and complete.

11. Depoet of revenues of Corps projects Otto reclamation fund
The report states that receipts from the sale of power generated at the Fort

Randall project constructed and operated on the main stem of the Missouri River
by the Corps of Engineers are deposited by the Bureau of Reclamation to the
credit of the reclamation fund. The Flood Control Act of 1944 (16 U. S. C. 825s),
provides that moneys received from disposal of power generated at Corps projects
shall be deposited in the Treasury of the United States as miscellaneous receipts.
Recommendation is made that the General Accounting Office be furniShed with

a citati,m1 or authority for depositing these receipts into the reclamation fund.
The question raised concerning the depositing of these receipts into the rec-

lamation fund is under review by the solicitor's office. Upon receipt of a ruling
on this matter, your office will be advised by separate letter.
12. Accounting and financial policies.
With respect to the recommendation contained on page 13 of the report, it can

be stated that these matters, together with other pertinent problems, are receiv-
ing current consideration of the interior cost allocation and financial practices
committee. Our views with respect to accounting and financial policies cannot
he determined until such time as the committee's recommendations have been re-
ceived and considered by the Department.
Suballocations of power investment.
Regarding the suballocation of the power investment between commercial

power and irrigatibn pumping power, the report indicates that the construction
of power facilities usually precede construction of irrigation facilities and dur-
ing the interim the power to be used ultimately for irrigation is sold as "com-
mercial power." The report continues that reservation of 20 percent of power
capacity for irrigation will not be necessary until the irrigation construction
catches up with the power development. It is stated further that the method
used for the Bureau does not give adequate consideration to the factor of energy
uses. The report points out that on the premise that irrigation pumping has first
call on available energy and that firm energy can be provided for, irrigation
pumping will use about 9.4 percent of the total electric energy. The report con-
cludes that a method of suballocation that takes into consideration the lag in con-
struction of irrigation facilities and the load characteristics of pumping demands
would be more realistic. It suggests that the use of stages in construction de-
velopment, 5 or 10 year periods for example, should provide such a method.
The suballocation of the power investment to reflect plant-in-service for com-

mercial power and irrigation pumping power is based upon the ratio of simul-
taneous peak pumping demand in kilowatts to system dependable capacity after
ultimate project development. This method rests upon the premise that a portion
of the investment in power facilities is made to meet irrigation requirements:
hence, a portion of the plant-in-service is reserved for irrigation use. Application
of the auditors' recommendation will create technical problems in handling shift-
ing investments in both payout studies and in accounting operations. This prob-
lem, however, has been recognized in the past and is receiving continuing study.

30-855 0 - 64 - 10
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Accounting for accrued leave.
The report states that leave should be accrued and charged to costs as earned.
The letter of October 6, 1950, to the Secretary of the Interior from the Comp-

troller General approving the accounting system for the Bureau of Reclamation
states: "This problem of accounting for accrued leave is under consideration by
this office for the Government as a whole. At the present time there is no legal
authority to fund leave, i. e., to charge an appropriation account in a fiscal year
for leave accrued but not taken." No advice has been received of the results of
this study nor has any legal authority to fund leave been provided.
The lack of any legal authority to fund leave is of primary importance insofar

as the Bureau is concerned. The project is the accounting entity and the Bureau
policy is to obtain reimbursement from the project for expenditures made from
reimbursable funds. As no provision may be made for funding accrued leave,
expenditures for unliquidated accrued leave cannot be made from the project
appropriations.
At the time the Bureau's uniform system of accounts was submitted to the

Comptroller General for approval it was acknowledged by representatives of the
General Accounting Office that the primary concern of that office was to see that
a uniform method of costing leave was adopted by the Bureau. It was granted
by such representatives that there were several methods of costing which would
achieve this purpose.
The method suggested by the GAO would require an extremely close and con-

stant check on the estimate of leave expense to be incurred. It would be very
difficult to anticipate the leave expense in connection with construction activity
and especially when construction was ending. Normally at such times there
would be appreciable amounts paid in terminal leave. However, such is not al-
ways true. Furthermore, no purpose would be served by accrual of leave for
nonreimbursable appropriations such as general administrative expense, soil
and moisture conservation, and Colorado River development fund.
Other objections are (1) leave is liquidated at a rate different from that at

which it was accrued whenever a change of pay occurs, (2) leave sometimes is
not taken and lapses without liquidation, (3) leave is sometimes liquidated by
some other agency when transfers out occur, and (4) leave is sometimes liqui-
dated which was accrued from service with some other agency when transfers
In occur.
The Bureau has adopted a policy of costing leave as taken by charge to clear-

ing accounts with a periodic distribution on an equitable basis. It is believed
this policy is satisfactory and meets the needs of the Bureau and requirements
of law.
NOTE.—Items 4 and 5 under "Principal Findings and Recommendations" per-

tain to the Corps of Engineers and have not been replied to.

DEPARTMENT OF THE INTERIOR,
Washington 25, D. C., April 22, 1957.

Mr. A. T. SAMITELSON, Director,
Civil Accounting and Auditing Division,

General Accounting Office,
Washington 25, D. C.

DEAR MR. SAMUELSON : Your letter of November 8, 1956, referred to the then
proposed General Accounting Office audit reports for fiscal year 1955 on the
Missouri River Basin and the Central Valley Basin upon which the Department's
comments had been requested and your letter reiterated a request for the De-
partment's views on three specific matters. The three matters referred to were
whether legislation was required to include to Fort Peck project as an integral
part of the Missouri River Basin project in determining overall economic feasi-
bility and payout, whether revenues from the sale of power generated at the Fort
Randall development of the Corps of Engineers should be deposited in the recla-
mation fund, and a similar question with respect to revenues received in con-
nection with contracts for irrigation service from Pine Flat Dam, a Corps of
Engineers development of the Kings River in the Central Valley Basin of
California.
In our letter to you of November 26, 1956, respecting the then proposed Missouri

River Basin audit report for fiscal year 1955 we commented at some length regard-
ing the status of the Fort Peck project in relation to overall Missouri River Basin
".conomic studies, payout analyses, and average rate studies. We believe these
comments dispose of any question of the Department's views on the necessity for
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legislation. .We have noted in this regard the general observation in footnote 2
at page 13 of the audit report as transmitted to the Congress on December 3,
1956, that the Department's comments of November 26 were received too late to
be evaluated in the formulation of the findings and recommendations included
in the audit report.
The comments contained in our letter of November 26 might be expanded by

noting that the Missouri River Basin project economic analysis has, of course,
been brought to the attention of the appropriate committees of the Congress and
that the legislative committees have moreover taken cognizance of this analysis
In reporting on legislation relating to the Missouri River Basin project. See in
this connection the reports of the House and Senate Interior and Insular Affairs
Committees on the legislation reauthorizing the Farwell unit of the Missouri
River Basin project, Public Law 952, 84th Congress, approved August 3, 1956.
The reports are identified as H. Rep. 2595 and S. Rep. 2332, 84th Congress, 2d
session.

Accordingly and consistent with our comments of November 26, we do not view
further specific legislation as necessary to the continued inclusion of the Fort
Peck project in our economic analyses and payout studies as we have been doing.
The second inquiry concerns the question of the deposit of revenues from the

sale of power generated at the Fort Randall project. The same issue is, of course,
presented with respect to other Department of the Army projects in the Missouri
River Basin which were authorized as a part of the overall Missouri River Basin
project by section 9 of the Flood Control Act of 1944 (38 Stat. 891).

After further consideration of the question, we are inclined to agree that a
portion of revenues from the sale of power of the Missouri River Basin project
appropriately allocable to these Corps of Engineers developments should be de-
posited in the general fund of the Treasury to the credit of miscellaneous receipts.
We wish to make clear, however, that we do not premise this conclusion on the

applicability •to the Missouri River Basin project of the provisions of section 5
of the Flood Control Act of 1944, and in the light of the emphasis in the audit
report as well as in your letters to section 5, we believe it desirable to make some
comments thereon as well as to state our conclusions in relation to the narrower
question relative to the deposit of revenues.
The audit report quite correctly notes that the undertakings of the Departments

of the Interior and the Army dealt with in section 9 of the Flood Control Act of
1944 constitute interrelated, component parts of a single, integrated program
(audit report, pp. 1 and 2; see also pp. 18-24). And the report likewise recognizes
that basic to this program as authorized by the Congress is, of course. the appli-
cation, against total project irrigation costs not returned from other sources, of
power revenues, including revenues from Corps of Engineers generated power,
In excess of the costs allocated to power (audit report. pp. 24, 47).

It has been the longstanding position of the Department that in proceeding to
dispose of power from the Corps of Engineers developments authorized by section
9 of the 1944 act, as well as from the Bureau of Reclamation power developments
therein authorized, and in the establishment of rate schedules and payout
analyses the Bureau of Reclamation is proceeding under the authority of section
9 (c) of the 1944 act, which in turn provides for the applicability of the Federal
reclamation laws on a basin-wide basis.
While the audit report and your letters, as above indicated, make reference to

section 5 of the 1944 act in discussing this question and in certain other
respects relative to the role of the Federal Power Commission, the audit report
likewise refers to our position that section 9, rather than section 5. is the ap-plicable provision of law. See, for example, pages 30, 32, and 104 of the auditreport.
In these references, the patricular issue under discussion is the role of theFederal Power Commission in rate making in the Missouri River Basin and thereport suggests that the Congress may wish to clarify the question of the ap-plicability of sections 5 and 9 (c). It is. of course, the position of this Depart-ment that section 3 has applicability neither to the issue of the Department's re-sponsibilities for rate making in the Missouri River Basin project nor to the issueof the deposit of revenues.
The question of the applicability of section 5 to the Missouri River Basin

project was discussed in testimony before the Jones Committee (the subcommittee
to study civil works of the House Public Works Committee) in its 1932 hearings.See Hearings No. 82-17, "Study of Civil Works." part 3. pages 399-400: 447-448;
304-505. The Jones Committee made no recommendations by way of legislation
I .1- otherwise on this point.
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That the Department has consistently proceeded to establish rate schedules and
market power in accordance with the requirements of the reclamation law in the
Missouri River Basin project has long been a matter of record. We see no
reason to conclude at this date that section 5 of the Flood Control Act is
applicable.

While section 5 is not regarded as controlling on the issue of the deposit of
power revenues from Corps of Engineers developments in the Missouri River
Basin in our continued analysis of the provisions of section 9 of the Flood Control
Act considered in the light of the authorizing reports and the provisions of the
Federal reclamation laws respecting the deposit of revenues, we do not find a
sufficiently firm basis for the deposit of such moneys into the reclamation fund.
Accordingly revenues will be deposited in the general fund of the Treasury in ac-
cordance with allocation procedures and principles which the Department will
develop. It might be observed in this connection that the determination of the
basis for such distribution is itself a question of considerable complexity in view
of the integrated nature of the projects, the extensive transmission plant con-
structed by the Bureau of Reclamation under reclamation law and other similar
factors. It is, in this context, perhaps an oversimplification to approach the
problem of apportionment in terms of revenues received from the marketing
of energy developed at Corps of Engineers plants per se.
The third question relates to the deposit in the reclamation fund of revenues

received in connection with contracts for irrigation service from Pine Flat Dam.
Pine Flat Dam is one of a number of Corps of Engineers developments from

which the Bureau of Reclamation is now or will in the future dispose of irrigation
benefits pursuant to the provisions of section 8 of the Flood Control Act of 1944
(4U. S. C. 390).
As in the case of the Corps of Engineers power developments discussed in the

answer to the second question, we fail to find in the Federal reclamation laws or in
the pertinent authorizing documents a sufficiently clear basis whereunder revenues
received in connection therewith (other than as they may relate in part to works
constructed by the Bureau of Reclamation) may be deposited in the reclama-
tion fund and such revenues will, therefore, be deposited in the general fund of
the Treasury as miscellaneous receipts.
We regret the delay in responding to your requests and trust that the foregoing

will clarify the position of the Department on the questions that have been
raised.

Sincerely yours,
( Signed) D. OTIS BEASLEY,

Administrative Assistant Secretary.

DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SOLICITOR,

Washington 25, D. C., January 18,1950.
M-36022
Memorandum.
To: The Secretary.
From: The Solicitor.
Subject: Power rates—Missouri River Basin project.

The Commissioner of Reclamation has submitted to the Secretary a "Report
on Proposed Interim Rate Schedules for Missouri River Basin Project." The
Commissioner has requested that the Secretary approve the five interim sched-
ules contained in the report (Exhibit I-V) for use in a designated part of the
area comprised within the Missouri River Basin project.
Former Secretary Krug asked me to consider the propriety of the proposed rate

schedules from the legal standpoint.
The proposed schedules are based on rate studies for the purposes of which it

has been assumed that a number of hydroelectric power plants (report, pp. 21,
22), with a given installed capacity, will be constructed in the Missouri River
Baa)ursuant to section 9 of the Flood Control Act of December 22, 1944 (58
Stat. 887, 891). Of the hydroelectric plants, five (Fort Randall, Gavins Point,
Garrison, Oahe, and Big Bend) are to be constructed by the Corps of Engineers,
Department of the Army, and one, the Fort Peck plant, is now in operation under
the administration of the Corps of Engineers. (I shall hereafter refer to the
hydroelectric plants at Fort Randall, Gavins point, Garrison, Oahe, and Big
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Bend as the "Army plants," and this term will not include the Fort Peck plant,
which requires special consideration.)
One of the standards used in formulating the rates embraced in the proposed

schedules is that the power revenues must be adequate to pay, inter alia, the
"reimbursable irrigation costs" of the Missouri River Basin project "which can-
not reasonably be repaid by water users or from other revenues" (report, p. 6).
The employment of this standard assumes, of course, that the revenues from
the sale of power generated at the Army plants and at the Fort Peck plant may
properly be used, together with the revenues derived from the sale of power
generated at plants constructed in the basin by the Bureau of Reclamation, for
the purpose, among others, of meeting part of the reimbursable costs of the
project allocated to irrigation. This is based upon the premise that the Depart-
ment of the Army is required to turn over to the Department of the Interior
for disposition all the power generated at the Army plants and at the Fort Peck
plant, and not needed in the operation of those installations; and that the De-
partment of the Interior, in the marketing of such surplus power, is governed
by the provisions of the reclamation laws relating to this subject (43 T.T. S. C.,
1946 ed., sec. 485h (c) ).
The disposition of power generated at the Fort Peck project is governed by the

provisions of the special legislation relating to that project, and revenues de-
rived from the sale of such power are not available to meet reimbursable irriga-
tion costs.

Section 5 of the Flood Control Act of 1944 governs the disposition of surplus
power generated at hydroelectric plants constructed by the Corps of Engineers,
Department of the Army, in the Missouri River Basin under section 9 of that act.
Revenues derived from the sale of power under section 5 of the Flood Control

Act of 1944 cannot be used to meet any part of the reimbursable costs of a project
which are allocated to irrigation.
The legal question raised by the assumption mentioned in the preceding para-

graph is not one of first impression in the Department. It was considered in a
memorandum dated September 30, 1946, from Assistant Chief Counsel Schwab
of the Bureau of Reclamation to the director of the branch of project planning
of the Bureau. Mr. Schwab expressed the opinion that revenues derived from
the sale of power generated at the Fort Randall dam (one of the Army plants)
could not be applied to the repayment of costs of the Missouri River Basin
project allocated to irrigation. The memorandum made it clear that Mr.
Schwab's conclusion applied to the revenues derived from the sale of power
generated at any dam constructed by the Corps of Engineers in the Missouri
River Basin under section 9 of the Flood Control Act of 1944, and to the Fort
Peck power revenues as well. The chief counsel of the Bureau of Reclamation
has stated that he concurred in Mr. Schwab's opinion when it was prepared, and
that he has not altered his view. On the other hand, the regional counsel for
region 6 of the Bureau of Reclamation has expressed a contrary view in a
memorandum dated September 2, 1949.

Sections 5 and 9 of the Flood Control Act of 1944 (58 Stat. 887, 890, 891) are
relevant to the question under consideration here. These sections provide as
follows:
"SEC. 5. Electric power and energy generated at reservoir projects under the

control of the War Department [now the Department of the Army] and in the
opinion of the Secretary of War [now the Secretary of the Army] not required
In the operation of such projects shall be delivered to the Secretary of the
Interior, who shall transmit and dispose of such power and energy in such
manner as to encourage the most widespread use thereof at the lowest possible
rates to consumers consistent with sound business principles, the rate schedules
to become effective upon confirmation and approval by the Federal Power Com-
mission. Rate schedules shall be drawing having regard to the recovery (upon
the basis of the application of such rate schedules to the capacity of the electric
facilities of the projects) of the cost of producing and transmitting. such electric
energy, including the amortization of the capital investment allocated to power
over a reasonable period of years. Preference in the sale of such power and
energy shall be given to public bodies and cooperatives. The Secretary of the
Interior is authorized, from funds to be appropriated by the Congress. to con-
struct or acquire, by purchase or, other agreement, only such transmission lines
and related facilities as may be necessary in order to make the power and energy
generated at said projects available in wholesale quantities for sale on fair and
reasonable terms and conditions to facilities owned by the Federal Government,
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public bodies, cooperatives, and privately owned companies. All moneys re-.
ceived from such sales shall be deposited in the Treasury of the United States
as miscellaneous receipts. [16 U. S. C., 1946 ed., sec. 825s.]

• • • • • • •
"SEc. 9. (a) The general comprehensive plans set forth in House Document

475 and Senate Document 191, Seventy-eight Congress, second session, as revised
and coordinated by Senate Document 247, Seventy-eighth Congress, second ses-
sion, are hereby approved and the initial stages recommended are hereby au-
thorized and shall be prosecuted by the War Department and the Department of
the Interior as speedily as may be consistent with budgetary requirements.
"(b) The general comprehensive plan for flood control and other purposes in

the Missouri River Basin approved by the act of June 28, 1938, as modified by
subsequent acts, is hereby expanded to include the works referred to in paragraph
(a) to be undertaken by the War Department; and said expanded plan shall
be prosecuted under the direction of the Secretary of War and supervision of
the Chief of Engineers.
"(c) Subject to the basin-wide findings and recommendations regarding the

benefits, the allocations of costs and the repayments by water users, made in said
House and Senate documents, the reclamation and power developments to be
undertaken by the Secretary of the Interior under said plans shall be governed
by the Federal reclamation laws (act of June 17, 1902, 32 Stat. 388, and acts
amendatory thereof or supplementary thereto), except that irrigation of Indian
trust and tribal lands, and repayment therefor, shall be in accordance with the
laws relating to Indian lands.
"(d) In addition to previous authorization there is hereby authorized to be

appropriated the sum of $200,000,000 for the partial accomplishment of the
works to be undertaken under said expanded plans by thh, Corps of Engineers.
"(e) The sum of $200,000,000 is hereby authorized to 115e appropriated for the

partial accomplishment of the works to be undertaken under said plans by the
Secretary of the Interior."

Senate Document 191, which is referred to in subsection (a) of section 9,
may be described generally as the detailed plan of the Bureau of Reclamation
for the Missouri River Basin, and House Document 475 may be described as the
plan of the Corps of Engineers for the basin. Senate Document 247 contains
joint reports from the 2 agencies looking to the elimination of conflicts between
the engineering features of the 2 plans.

A

I shall first consider the question whether revenues derived from the sale of
power generated at the Army plants may be used to meet part of the reim-
bursable costs of the Missouri River Basin project allocated to irrigation. The
matter of the power from the Fork Peck plant Will be reserved for special
consideration.

If the authority of the Secretary of the Interior to dispose of power generated
at the Army plants is derived from section 5, then, for reasons which I shall
give later, power revenues from these plants cannot, in my opinion, be used to
meet any part of the reimbursable irrigation costs of the Missouri River Basin
projects. If, on the other hand, the source of the Secretary's authority for the
marketing of power generated at these plants is found in subsection (c) of
section 9, a portion of the power revenues may, under the reclamation laws, be
used for an irrigation subsidy (see 43 U. S. C., 1946 ed.. sec. 485h (c) ).
The language of section 5, if considered alone, seems to provide a ready solu-

tion for the problem mentioned in the preceding paragraph. The phraseology
used by Congress to indicate the scope of the section is plain and unambiguous.
The section clearly purports to cover the marketing of the surplus power gen-
erated at all reservoir projects under the control of the Department of the
Army. No exceptions are provided for, either expressly or by implication. The
Army plants in the Missouri River Basin will, of course, be parts of "reservoir
projects under the control of the War [Army] Department" and, hence, clearly
seem to be within the plain coverage of section 5.
However, a special statutory provision prevails over a provision dealing in

general terms with the same subject as that covered by the special provision.
Kepner V. United States, 195 U. S. 100, 125 (1904) ; Missouri v. Ross, 299 U. S.
72, 76 (1936). The question arises whether subsection (c) of section 9, in pro-
viding that the "power developments to be undertaken by the Secretary of the
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Interior under plans shall be governed by the Federal reclamation laws," is a
special provision covering the disposition of the surplus power generated at all
plants constructed in the Missouri River Basin under section 9, including those
constructed by the Army, thus removing the surplus power generated at the
Army plants in the basin from the scope of the general language contained in
section 5, or whether the only power covered by subsection (c) of section 9 is
that generated at reservoir projects of the Bureau of Reclamation in the basin.
It will be noted in this connection that section 9 (a) approved "the general

comprehensive plans" of the Corps of Engineers and the Bureau of Reclamation
"set forth in House Document 475 and Senate Document 191, * * * as revised
and coordinated by Senate Document 247 * * *." The plan of the Bureau of
Reclamation set out in Senate Document 191 clearly contemplated that the
bureau would be the marketing agent for the surplus power generated at all the
plants included in the plan, whether the plants and reservoirs might be con-
structed by the bureau or by the Corps of Engineers.
On the other hand, the plan of the Corps of Engineers contained in House

Document 475 proposed (p. 4) that "Plans for the production, transmission, and
sale of' hydroelectric power should be worked out with the cooperation of the
Federal Power Commission." Senate Document 247, the document revising andcoordinating the previous plans of the two agencies, was silent on the matterof which proposal respecting the sale of surplus power from the Army plants in
the basin should be adopted. In the light of this background, section 9 (c) doesnot itself provide a clear answer to the question whether Congress, in declaring
that "power developments to be undertaken by the Secretary of the Interior under
said plans shall be governed by the Federal reclamation laws," was legislating
only with respect to the generation, transmission, and sale of surplus power from
the plants of the Bureau of Reclamation in the Missouri River Basin, or intended
also to encompass the marketing of surplus power from the Army plants in thebasin.

Since the plain and inclusive language used by Congress in section 5 clearly
covers in general terms the sale of surplus power from all Army reservoir projects,
including the Army plants in the Missouri River Basin, whereas the ambiguous
reference in section 9 (c) to "power developments to be undertaken by the Sec-
retary of the Interior under said plans" does not expressly refer in clear language
to the marketing of surplus power from the Army plants in the basin, I do not
believe that section 9 (c) should be regarded as a special provision applying to the
disposition of surplus power generated at Army plants constructed in the Missouri
River Basin under the Flood Control Act of 1944 and necessarily excepting such
power from the general provisions of law (i. e., sec. 5) applicable to the marketing
of surplus power generated at Army reservoir projects elsewhere.

Accordingly, when House Document 475, Senate Document 191, Senate Docu-
ment 247, and the first three subsections of section 9 are considered together, it
appears that subsection (a) of section 9 was intended only to allocate the con-
struction of the several parts of the Missouri River Basin project between the
Bureau of Reclamation and the Corps of Engineers that subsection (b) was in-
tended to apply to the parts of the project which were to be constructed by the
Corps of Engineers and that subsection (c) was confined to the parts of the
project which were to be constructed by the Secretary of the Interior. Under
this view, subsection--(c) has no applicability to the marketing of surplus power
from the Army plants in the basin, and that subject is covered elsewhere in the
act (i. e., in sec. 5).
The meager portion of the legislative history of the Flood Control Act of 1944

that is pertinent to the issue under consideration here supports the view that sec-
tion 5 is applicable to the marketing of surplus power from all Army reservoir
projects constructed under that act, irrespective of where they may be situated
and including, of course, the Army plants in the Missouri River Basin.
The bill which became the Flood Control Act of 1944 was H. R. 4485, 78th Con-

gress. Both sections 5 and 9 were added to the bill by amendments made in the
Senate. Section 5 was the result of a committee amendment: section 9 resulted
from an amendment made on the floor of the Senate. Neither the committee
report nor the debate in the Senate throws any light on the problem with which
we are concerned. However, when the conference report on the bill was before
the House, the following significant colloquy took place between Congressman
Whittington, who was in charge of the bill, and Congressman Rankin regarding
the Senate amendment that is now section 5 (90 Cong. Rec. 9282. 9283) :
"Mr. RANKIN. Now, right on that point I want to ask the gentleman another

question. I thoroughly agree with that principle because it is fundamentally
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mound. That provision applies to all projects provided for in the bill where power
is to be generated, does it?
"Mr. WairriNoroN. Wherever generated by the War Department.
"Mr. RANKIN. All projects provided for in this bill?
"Mr. WHITTINGTON. That is, that are constructed by the War Department.

There may be in some of the reclamation projects power developed that will be
disposed of in accordance with existing reclamation law.
"Mr. RANKIN. Now, right there is one trouble we are up against. The coopera-

tive power associations are having to pay higher rates for power generated at
dams built by the Bureau of Reclamation than they are paying at other dams
constructed by the Federal Government. I wondered why an exception was
made as to them.
"Mr. WHITTINGTON. We have made no exception. This bill deals with projects

that are constructed by the Corps of Engineers. We have limited our amend-
ment, and I think properly, to those projects.
"Mr. RANKIN. This applies to all proposed projects on the Missouri River, as

I understand?
"Mr. WHITTINGTON. Yes; to be constructed by the Chief of Engineers.
"Mr. RANKIN. And also on the Connecticut River?
"Mr. WHITTINGTON. Yes; to be constructed by the Chief of Engineers.
"Mr. RANKIN. LI1 other words, at all projects provided for in this bill, which

generate electricity, the electricity is to be turned over to the Department of
the Interior to be distributed to public bodies, which, of course, includes munici-
pal bodies which own their own fseilities—I presume that is right, is it not?
"Mr. WHrrriNoTort. Yes; to facilities owned by the Federal Government,

public bodies, cooperatives, and privately owned companies.
"Mr. RANKIN. In other words, all public bodies, whether owned by the

Federal Government, cooperative power associations, or municipally owned sys-
tems, are to be able to purchase this power at such a rate as will amortize only
that part of the development charged to power. That is correct, is it not?
"Mr. WHITTINGTON. That is true with respect to all projects constructed by

the Chief of Engineers.
"Mr. RANKIN. In other words we do not propose to unload onto the power

consumers the costs of flood control, navigation, and reclamation?
"Mr. WrirrriNoToN. Not at all. I may say further in answer to the gentle-

man's question, there is preference to the public bodies and cooperatives in this
bill and in this agreement, just as there is in the existing law passed by this
body on the disposal of power at Bonneville."
Thus, the point now before us was squarely raised in the Congress, and

the mans ger in charge of the bill on the floor of the House stated unequivocally
that section 5 would govern the disposition of suplus power generated at all
Army plants provided for in the bill, including those on the Missouri River. I
do not believe that this Department should take a contrary position in ad-
ministering the provisions of section 5.

As I stated earlier in this memorandum, revenues derived from the sale of
power under section 5 cannot, in my opinion, be used to meet any part of the
reimbursable costs of a project which are allocated to irrigation.

Section 5 directs the Secretary of the Interior to "transmit and dispose of
such power and energy in such manner as to encourage the most widespread
use thereof at the lowest possible rates to consumers Consistent with sound
business principles." and, In drawing rate schedules, to have "regard to the
recovery * * * of the cost Of producing and transmitting such electric energy,
Including the amortization of the capital investment allocated to power over
a reasonable period of years." As I read these mandates, the Secretary is
required to fix the rates at the minimum figures which will return the costs
Incident to the operation of the power facilities and permit amortization of the
Capital investment in such facilities within a reasonable period. This statutory
requirement leaves no room for the adoption of an additional standard in the
formulation of rates—such as the use of power revenues to meet part of the
reimbursable costs of a project which are allocated to Irrigation.
Furthermore, section 5 expressly requires that revenues derived from the

sale of power under this section shall be deposited in the Treasury as miscel-
laneous receipts. This is clearly inconsistent with any'proposal looking toward

1



MIDST ATE PROJECT, NEBRASKA 149

the adoption,. by administrative action, of a plan for the use of power revenues
under section 5 as an irrigation subsidy.

The construction and operation of the dam, power plant, and appurtenant
works at Fort Peck, and the distribution of the surplus power generated at this
plant, are covered by special statutory provisions clearly and expressly applying
to this project alone (16 U. S. C., 1946 ed., ch. 12C). Hence, both section 5 and
section 9 (c) of the Flood Control Act of 1944 are inapplicable to the marketing
of the surplus power from Fort Peck. See Kepner v. United States, supra;
Missouri v. R088, supra.
The special legislation relating to Fort Peck provides that the surplus power

generated at this project shall be delivered by the Corps of Engineers to the
Bureau of Reclamation for disposition (16 U. S. C., 1946 ed., sec. 833). How-
ever, the Bureau is not subject to the reclamation laws in the marketing of Fort
Peck power and the use of the proceeds from this activity. On the contrary, the
Fort Peck legislation specifically covers these subjects, and the provisions relat-
ing to power rates and the disposition of power revenues (16 U. S. C., 1946 ed.,
secs. 833d, 833e, 8331) are similar to those of section 5 of the Flood Control Act
of 1944.

Accordingly, for the reasons stated in part B of this memorandum, it is my
view that revenues derived from the sale of power generated at Fort Peck are
not available to meet any part of the reimbursable irrigation costs of the Missouri
River Basin project.

I am constrained, therefore, to concur in the conclusions reached by Assistant
Chief Counsel Schwab in his memorandum dated September 30, 1946, and to
regard the proposed schedules of interim rates as unsound from the legal stand-
point insofar as they rest upon the assumed availability of power revenues
from the Army plants and the Fort Peck plant to meet part of the reimbursable
costs of the Missouri River Basin project allocated to irrigation.

MASTIN G. WHITE, Solicitor.

BILLINGS, MONT., September 2, 1949.

[Air mail, blue envelope]
To: Chief Counsel.
From: Regional Counsel.
Subject: Establishment of power rates—Missouri River Basin project.

1. Please refer to your aiT mail, blue envelope letter of August 29, 1949.
2. Enclosed is the original of my memorandum of September 2, 1949, for

submission to the solicitor. A copy is also enclosed for you.
W. J. BURKE.

BILLINGS, MONT., September 2, 1949.

MEMORANDUM RE ESTABLISHMENT OF POWER RATES—MISSOURI RIVER BASIN
PROJECT

1. There has been prepared by the Bureau of Reclamation for submission to
the Secretary of the Interior a "Report on Proposed Interim Rate Schedules for
Missouri River Basin Project." The Commissioner of Reclamation recommends
that the Secretary "approve the rate schedules contained in the * * * report for
use by the Bureau of Reclamation in the marketing of Missouri River Basin
project power in the market area generally described as North and South Dakota,
central and eastern Nebraska, western Iowa, and western Minnesota."

2. The report is based on the theory that section 5 of the Flood Control Act
of 1944 (58 Stat. 887) has no application to the electricity developed at the
reservoir units of the Missouri River Basin project under the control of the
Department of the Army. As a corollary, the report is a recognition, adminis-
tratively, the the principle that the revenues earned by all of the electric plants
of the Missouri River Basin project shall be used to amortize the reimbursable
cost of the project, particularly the parts of the estimated cost of the units of
the project under the control of the Department of the Interior that are beyond
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the repayment ability of their beneficiaries, and, in addition, to amortize the part
of the estimated project cost properly allocable to electric power. The chief
counsel, Bureau of Reclamation, says the theory of the report and its corollary
are unsound as to the legal aspect. The regional counsel, Region VI, Bureau
of Reclamation, says they are not. Of the issues, and as to public policy, the
soundness of the administrative interpretation of the Flood Control Act of 1944
is the narrower; the support for the corollary is the broader.

3. The question for debate pertains to public policy—a political question.
(a) A congressional enactment to govern the development and uses of natural

resources is the written expression of the will of the people as to a desirable
public policy (Millett, The Process and organizatjon of Government Planning
(1947) at p. 11).
(1) The Flood Control Act of 1944 is a declaration of public policy respecting

the Nation's rivers, it being so declared in section 1 and, as will be shown later,
by the approval of the Congress of its own plan for the Missouri River Basin.

b. In administering section 9 of the Flood Control Act of 1944 to carry out
Its public policy, the Secretary of the Interior acts as a "political or confidential
agent" of the President and his act is "only politically examinable." Marbury V.
Madison, 1 Cranch 137. (The Secretary of the Army is also an administrator
but his acts are not presently relevant.)
(1) Political examination is had, in the first instance, by proper congressional

committees, then by the Congress, and, ultimately, by the American electors.
4. The possibility of the question for debate developing ag a justiciable ques-

tion is remote. Massachusetts v. Mellon, 262 U. S. 447.
5. Assuming, for the purpose of argument, that the question for debate is

justiciable, then the Secretary of the Interior must be prepared in a judicial
proceeding to offer more in defense of his administrative interpretation of the
Flood Control Act of 1944 than the interpretation of his legal staff; the opinion,
at most, being evidentiary.

a. The opinion of an attorney for an administrator as to an administrative
interpretation is not, in a judicial proceeding, an official interpretation of the
administrator, Bowles v. Dairymen's League Co-op. Ass'n. 61 F. Supp. 358
(D. C., S. D. N. Y) ; and, while it is persuasive, it is not binding on the adminis-
trator, Bowles v. Fruit Growers Co-op., 61 F. Supp. 745 (D. C., E. D. Wis.)

b. The meaning of a legislative act may not be sought "in the purely legal
interpretation by the administrator's legal staff" because, among other reasons,
of "the powerful position he properly stands in, of administrator for the Congress
of one of its laws" [Emphasis supplied.] Fleming v. Belo Corp., 121 F. 24
207 (C. C. A. 5th).

6. The strongest support, in a judicial proceeding, of the Secretary of the
Interior's administrative interpretation of the Flood Control Act of 1944 is
evidence showing that he acted "with the advice of a staff specializing in its
interpretation and application." [Emphasis supplied.] Overnight Motor Trans-
portation Co. v. Missel, 316 U. S. 572, 580, 86 L. ed. 1682 note 17 ;Nobel v. United
States, 319 U. S. 88; Colgate Co. v. United States, 320 U. S. 422; National Labor
Relations Board v. Hearst Publications, 322 U. S. 111.

a. The staff report here involved is such evidence.
(1) As to the legal aspect, there is contrariety of opinion between the chief

counsel's immediate staff and the regional counsel, Region VI.
(a) Thus, the chief counsel is in the position of having a legal opinion, from

his staff, but with no expert witnesses on the Commissioner's staff to supply
the factual support.
(b) That such factual support, an important factor of the advice of a staff

specializing in "interpretation and application," is not available is strongly
evidenced by the fact that the nonlawyer members of the Commissioner's staff
did not accept in the preparation of the staff report the legal opinion of the
chief counsel's staff, first given orally August 28, 1946, and confirmed in writing
September 30, 1946.

7. As to the legal aspect of the staff report there is this question: Is the
Missouri River Basin project one project or a series of separate projects?

a. The chief counsel's immediate staff assumes the Missouri River Basin
project is a series of separate projects.
8. The series-of-separate-projects concept is a fallacy.
a. It is not supported by the legislative history of the Flood Control Act of

1944.
b. it is not supported by the Flood Control Act of 1944.
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c. It is contrary to the administrative construction and practice of the Interior
Department.

d. It is not 'supported by the Congress in enacting the Interior Department
appropriation acts.

9. The series-of-separate-projects concept is not supported by the legislative
history of the Flood Control Act of 1944.

a. The Department of the Army (War Department), pursuant to section 1 of
the Rivers and Harbors Act of 1927 (44 Stat. 1010), and section 10 of the Flood
Control Act of 1928 (45 Stat. 534, 538), submitted to the Congress the series of
reports, popularly known as tiie 308—Reports, setting forth a general com-
prehensive program for flood control and other purposes in many of the Nation's
river basins. Of the series, H. Doc. 238, 73d Congress, 2d session, related to the
Missouri River Basin. This program was approved by the Congress in the Flood
Control Act of 1938 (52 Stat. 1215, 1218). On May 13, 1943, the Committee on
Flood Control, House of Representatives, adopted a resolution.
"That the Board of Engineers for Rivers and Harbors, created under section 3

of the River and Harbor Act approved June 13, 1902, be and is hereby requested
to review +he reports on the Missouri River contained in House Document No.
238, Sever by-third Congress, second session, and House Document 821, Seventy-
tixth Corgress, third session, with a view to determining whether any modifica-
tion shl, ;d be made therein at this time with respect to flood control along the
main s, of the Missouri River from Sioux City, Iowa, to its mouth."
This request was complied with and the restlting report became H. Doc. 475,

78th C,21ess, 2d session. The Department of the Interior, by the Bureau of
Reclan:atSon, pursuant to section 9 of the act of August 4, 1939 (53 Stat. 1193),
developei a comprehensive plan for the full conservation, control, and use of
the water resources of the Missouri River Basin. This plan became S. Doc 191,
78th Congress, 2d session. The initial action of the 78th Congress, 2d session,
en the Missouri River Basin development was taken OD H. R. 4485. In May
and June 1944, extensive hearings before the Committee on Flood Control, House
of Representatives, and the subcommittee, Committee on Commerce, United
States Senate, were held. Although neither committee had jurisdiction over
S. Doc. 191, it was presented to each for consideration in connection with H. R.
4485, and Department of Interior officials appeared before each committee to ex-
plain S. Doc. 191 in its relation to H. Doc. 475. A related bill was H. R. 3961
adopting and authorizing works of improvement:
"Missouri River between Sioux City, Iowa, and the mouth: House Document

No. 214, Seventy-sixth Congress: Provided, That such improvement when accom-
plished shall not create any demand on the water resources of the Missouri
Basin over that now authorized by. existing law
By this bill, it was sought to secure a 9-foot navigPtion channel between Sioux

City and the mouth of the Missouri. H. R. 4485 and H. R. 2961, in relation to
S. Doc. 191, presented a conflict in the use of the Missouri River waters, par-
ticularly between irrigation and navigation. A sharp controversy developed.

b. From the hearings before a subcommittee`of the Committee on Commerce,
United States Senate, 78th Congress, d session, on H. R. 4485, and the hearings
before the same committee of that Congress on H. R. 3961, the following com-
parison is made of the H. Doe. 475 plan, popularly known as the Pick plan,
and the S. Doc. 191 plan, popularly known as the Sloan plan:
(1) Each plan was a general comprehensive plan; neither was offered as the

ultimate plan.
(2) The Sloan plan was not necessarily more comprehensive but its greater

detail created, in some instances, conflicts with the Pick plan.
(a) It was more detailed as to the Upper Missouri Basin but it did not con-

flict with the Pick plan.
(b) It was more detailed as to the Yellowstone River Basin and conflicted

as to soru;, of the reservoir units with the Pick plan.
(c-) It was in sharp conflict with the Pick plan as to the Missouri River, Fort

Peek to Sioux City.
(d) It was more detailed as to minor western tributaries but it is did not con-

flict with the Pick plan.
(e) It was more detailed as to the Niobrara, Platte, and Kansas Rivers and it

did conflict with the Pick plan as to several reservoir units.
(f) It was identical as to the lower Missouri Basin with the Pick plan.
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c. The Pick plan, but not the Sloan plan, was before the Congress for authoriza-
tion in H. R. 4485, 78th Congress, 2d session.
(1) The Sloan plan was presented in May and June 1944 to the subcommittee

of the Committee on Commerce, United States Senate, as a comprehensive plan
in contrast to the Pick plan.
(a) In the presentation of the Sloan plan the importance of water for irriga-

tion in the Western States, particularly the Missouri Basin, was emphasized.
(i ) The Pick plan, it was alleged, did not give the use of water for irrigation

Its proper value.
(ii) The Pick plan, it was alleged, did not accord proper recognition to the

laws of the Western States governing water rights.
(2) The Corps of Engineers met the opposition to the Pick plan by cooperating

and collaborating in the preparation of amendments to H. R. 4485 designed to
(a) allay the fears of the irrigation proponents and (b) win authorization of
the Pick plan.

d. The Sloan plan was before the Congress for authorization in S. 1915, 78th
Congress, 2d session.
(1) The plan was examined by a Subcommittee on Irrigation and Reclamation,

United States Senate, on September 26 and October 2, 1944.
e. Before either the Pick plan or the Sloan plan was authorized by the Con-

gress the plans were revised and coordinated on October 17, 1944, by representa-
tives of the Corps of Engineers and the Bureau of Reclamation.
(1) The revising and coordinating report was submitted on October 25, 1944,

by the Commissioner of Reclamation and the Chief of Engineers to the Secretaries
of Interior and of War.
(2) The report was presented to the Congress by Senator O'Mahoney on

November 21, 1944, and it became S. Doc. 247, 78th Congress, 2d session.
(Attached as Evhibit A is a table showing (a) the comparison of the two

plans and (b) the revised and coordinated plan.)
f. While the revised and coordinated plan was submitted to the Secretaries

of Interior and of War, it does not appear that either Secretary gave his formal
approval: (See p. 22, pt. 3, hearings, subcommittee, Committee on Appropria-
tions, House of Representatives, 79th Congress, 1st seas., Interior bill, 1946.)

g. Approval of the plan of the Congress for the Missouri River Basin develop-
ment was not given in the language of either H. R. 4485 or in the language
of S. 1915, but in the language of section 9 of the Flood Control Act of 1944 (58
Stat. 887) ; and the conclusion is compelled that the Missouri River Basin project
Is not a series of flood control projects under the control of the Army and a
series of reclamation projects under the control of the Department of the Interior
with power developments incidental to each of the projects, but that the Missouri
River Basin project is one project developed by the Congress with the assistance
of the experts of the Pick and Sloan plans and ,the assistance of the experts
who revised and coordinated those plans into the general comprehensive plan
approved in section 9 (a) of the Flood Control Act of December 22. 1944. In
short the Missouri River Basin project is a plan of the Congress and not separate
plans of the Departments of Interior and of the Army (Cong. Rec., vol. 90.
No. 1(4. nn. 8607-8724, Nov. 28, 1944, and vol. 90, No. 574, pp. 9414-9415,
Dec. 12, 1944) .
( Attqohed nq Exhibit 13 is the Missouri Basin nrovision in 11 T1. 4485 to

authorize the Pick plan and S. 1915 to authorize the Sloan plan.) (The fact that
the Congress designated the Denartments of the Interior and of the Army (War)
as joint administrative agencies is nothing new. The Panama Canal was a
joint public endeavor of two independent agencies, the Engineering Corps of
the Army and the Army Medical Corps—perhaps the Public Health Service.
Colonel Gorqns. the do(stor, was as important to the objective obtained as Colonel
Goettals, the engiteer.)
16. The series-of-projects concept is not supported by the Flood Control Act

of 1944.
a. The Sloan nlan was a one-project plan. This is clearly evidenced by Sloan's

testimony on S. 1915:
"The plan must he considered as one project for the whole basin. Any time

you break it down Into individual projects and try to eonsider the economic
values of a particular prole& you run into trouble in allocating the benefits of
those various large multiple-purpose features of the plan." (At p. 40, hearings,
subcommittee. Committee on Irrigation and Reclamation, U. S. Senate, 78th
Cone., 2d seas.)
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Also by the Board of Review's report to the Commissioner of Reclamation at
pp. 10-16 of S. Doc. 191 (attached as Exhibit C) •

b. The Pick plan was a one-project plan. This is clearly evidenced by H. Doc.
475, particularly paragraphs 45, 46, and 47 at pages 28 and 29 of H. Doc. 475
(attached as Exhibit D).

c. The revision and coordination of the two plans by section 9 (a) of the
act simply resulted in a new version of the one-project plan envisioned by both
Pick and Sloan.

d. The one-project plan having been approved by the Congress, it was, of course,
desirable to fit into that plan the comprehensive plan for flood control and other
purposes in the Missouri River Basin approved by the act of June 28, 1938
(52 Stat. 1215, 1218), and this was accomplished by section 9 (b) of the act.

e. Section 9 (c) of the act does not negate the one-project plan. The solution
of the problem of distributing the electric power to be developed by the project
firmly supports this conclusion. Among the findings of the Board of Review was:
"The low-cost power to be developed should be given the widest possible distribu-

tion for the benefit of thc whole region. This could be accomplished best by cloth-
ing the Bnrea.n of Reclamation with the responsibility for its distribution and
sale. Preference in sales should be given to public bodies and cooperatives"
( S. Doc. 191. p.12).

Among the recommendations of the Board was:
"That the Bureau of Reclamation under the direction of the Secretary of the

Interior make all arrangements for the sale and distribution of electric energy
generated et all hydroelectric developments hereafter constructed by any Federal
agency within the basin as defined in the report, and be authorized to construct,
operate, maintain, and improve such electric transmission lines and substations
as it finds necessary or desirable in connection therewith" ( S. Doc. 191, p. 16).
At no time during the presentation to the Committee on Flood Control of the

House of Representatives and to the Subcommittee of the Commitee on Commerce
of the United States Senate of the Pick and Sloan plans was there any opposition
to the finding and recommendation of the Board of Review respecting the sale and
distribution by the Department of the Interior of the electric energy generated at
all hydroelectric developments of the project. On the contrary, the Corps of
Engineers, to meet the opposition of the irrigation interests to the Pick plan and to
win approval of that plan, cooperated and collaborated in the preparation of
amendments to H. R. 4485, one of which became section 5 of the Flood Control Act
of 1944. Hence, it is clear that the "power developments to be undertaken by the
Secretary of the Interior," referred to in section 9 (c) of the act, mean the
arrangements for the sale and distribution of electric eneegy generated at all hy-
droelectric developments of the project, such developments to be governed, insofar
as administratively practicable, by the Federal reclamation laws. And it is fur-
ther clear from the legislative history of the act that section 5, insofar as it relates
to the Missouri River Basin project, simply shows the acquiescence of the pro-
ponents of the Pick plan in the feature of the Sloan plan that the electric energy
generated at all hydroelectric developments of the project should be accomplished
by the Department of the Interior, to the end that low-cost power could be pro-
vided for the widest possible distribution for the benefit of the whole region: and
to the further end that substantial contributions from power revenues could be
had to assist in the repayment of other project features, as well as provide low-cost
power for irrigation pumping purposes. On the legislative history of H. R.
4485. the Secretary of the Interior has the same authority under the language
of section 9 (c) of the act as he has under section 5 of the act, assuming that
section 5 was not enacted. The enactment of section 5 simply clothes the Secre-
tary of the Interior with the same authority for the distribution and sale of
electric energy developed at dams under the control of the Army as he has in the
Missouri River Basin project under section 9 (c) without the aid of section 5.
In short, section 5, working companionately with section 9 (c), permits the Secre-
tary of the Interior to distribute the project electricity into areas that might be
considered outside the geographical limits of the project, and to bring into the
project area electricity generated at dams under the control of the Army without
the project. (The use of the words "plan" and "plans" in section 9 of the Flood
Control Act of 1944 is not considered significant as a refutation of the one-project
concept because the legislative history of the act so clearly shows such concept
as the legislative intent. 50 Am. Jur.. Statutes. sec. 256).

11. The series-of-projects concept is not supported by the administrative con-
struction and practice of the Interior Department.
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a. In presenting the program for the Missouri River Basin to the subcommittee-
tee of the Committee on Appropriations, House of Representatives, 81st Congress,
1st session, on the Interior Department appropriation bill for 1950, Assistant
Secretary of the Interior Warne made it clear that the program was based on the
1-project concept. Other like statements have been made by Mr. Warne. (At-
tached as Exhibit E are Assistant Secretary Warne's statements.)

b. It has been the administrative practice of the Department of the Interior
since the enactment of the Flood Control Act of 1944 to present to the budget and
to the appropriation committees of the Congress justifications on the 1 project
concept. This practice is a matter of public record; the people know it.

12. The series-of-projects concept is not supported by the Congress in enact-
ing the Interior Department appropriation acts.

a. The appropriation acts carry the item "Missouri River Basin" and the ap-
propriation is always a lump sum, rather than an itemized appropriation for any
particular "project" in the Missouri River Basin. Act of July 3, 1945 (59 Stat.
318) ; act of July 1, 1946 (60 Stat. 348) ; act of July 25, 1947 (61 Stat. 460) ; act
of July 31, 1947 (61 Stat. 695) ; act of June 29, 1948 (62 Stat. 1112).

13. To construe section 5 of the Flood Control Act of 1944 as applicable to sec-
tion 9 of the act, in effect, repeals section 9 by implication, or at least makes its
administration by the Secretary of the Interior ineffective as to a large area of
the Missouri River Basin.

a. Assuming that section 5 of the act is applicable to section 9, then by induc-
tion this principle is established: All sections of the act are applicable to section
9. Now, with this principle as a middle term, two syllogisms can be deduced:

The act contains section 6. All sections of the act are applicable to sec-
tion 9. Therefore, section 6 is applicable to section 9.
The act contains section 8. All sections of the act are applicable to sec-

tion 9. Therefore, section 8 is applicable to section 9.
(Of course, section 1 of the act is applicable to section 9 as it is to all other
projects approved in the act, of which there are many, and as it is, because of in-

corporation by reference, to the projects authorized in the act of July 24, 1946

(Public Law 526, 79th Cong., 2d sess. ).)
What are the consequences? The gigantic reservoir units on the main stem of

the Missouri are under the control of the Army. Hence, the Secretary of the

Army is "to make contracts with States, municipalities, private concerns, or in-

dividuals, at such prices and on such terms as he may deem reasonable, for do-

mestic and industrial uses for surplus water that may be available at any reser-

voir under the control of the War Department." (sec. 6). The Secretary of the

Army "determines, upon recommendation by the Secretary of the Interior that

any dam and reservoir project operated under the direction of the Secretary of

War [Army] may be utilized for irrigation purposes." And, then, after the Sec-

retary of the Interior has made feasibility report to the Congress under the

Federal reclamation laws, and after "specific authorization of the Congress by

an authorization act," he can construct, operate, and maintain the necessary irri-

gation works to use the Army storage (sec. 8). These consequences, in effect,

repeal section 9 of the act by implication, or at least make its administration by

the Secretary of the Interior ineffective, in northeastern Montana and North and

South Dakota. Thus, the Sloan plan is destroyed and the Pick plan is vitiated.

The revision and coordination accomplished by the Congress in the Flood Control

Act of 1944 becomes a legislative ghost.
14. On May 18, 1938, Congress enacted the Fort Peck Project Act (52 Shat. 403) .

This act was for the transmission and sale of electric energy generated at the

Fort Peck project. It clothed the Bureau of Reclamation of the Department of

the Interior with the authority to transmit and sell the electric energy. Section

2 of the act provides:
"* * * The form of administration herein established for the Fort Peck

project is intended to be provisional pending the establishment of a permanent

administration for Fort Peck and other projects in the Missouri River Basin."

The Fort Peck project is in the Missouri River Basin. Section 9 of the Flood

Control Act of 1944, as contemplated by section 2 of the Fort Peek Act, establishes

a permanent administration for the development of the Missouri River B
asin.

Therefore, the Fort Peck project is now a part of the Missouri River Basin

project.
The consequences are: Both the Fort Peck storage and the Fort Peck power are

assets of the Missouri River Basin project. That such was intended in the one-

project concept is clear from the testimony of Sloan at page 36 of the hearings
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before a subcommittee of the Committee on Irrigation and Reclamation, United
States Senate, 78th Congress, 2d session, on S. 1915:
"Coming down to North Dakota, we have had problems there similar to those

in the upper region, in that we have had to make a selection of the area to be
irrigated, limited by the amount of water which we thought could safely be
taken without too much interference with the use of water in other States lower
down. We provide in North Dakota for the irrigation of some 1,600,000 acres,
most of which is in a territory in which irrigation has not been practiced here-
tofore, but because of the precarious agriculture in the region, due to average
scanty rainfall it is obvious that irrigation will be necessary and should be car-
ried on. This 1,600,000 acres will be irrigated by the use of the Fort Peck res-
ervoir which was primarily constructed for navigation but the benefits from
which can be used to much greater advantage for irrigation inasmuch as we
substitute other reservoirs down the stream to take care of the navigation re-
quirements supplied by Fort Peck. By using Fort Peck Reservoir we irrigate
some 330,000 acres in Montana below that reservoir and 1,000,000 acres in North
Dakota, the remaining acreage in North Dakota to be irrigated on the tributaries,
such as the Heart, the Knife, and the Cannonball, and by pumping directly from
the Missouri on the lowlands along the river.
"We do not use all of the capacity of Fort Peck for this development. Of the

total of 18,000,000 acre-feet capacity, 10,000,000 acre-feet will remain to supple-
ment the navigation requirements in the lower region. The balance would be
used for the development of power and diversion to the large Missouri-Souris
project. The canal takes out below Fort Peck and diverts to a reservoir in
Montana wit of which we pump to lift the water over the divide into the Dakota
lands. The return flow from all of those lands is gathered in the Souris River
and diverted to the Sheyenne and James Rivers in North Dakota for several pur-
poses, one of them to restore the level of Devils Lake, which is a large recrea-
tional and fishing lake which has been in existence in North Dakota prior to
the last 20 years and has been gradually depleted, decreasing in size until it has
virtually disappeared."

15. If section 5 of the Flood Control Act of 1944 is applicable to section 9 of
that act, then it becomes a lawyer's scalpel to sever from the development of the
Missouri River Basin eastern Montana and North and South Dakota. The
Missouri River compromise of October 25, 1944, is a historical failure.

16. I respectfully submit that the theory of the "Report on Proposed Interim
Rate Schedules for Missouri River Basin Project," that section 5 of the Flood
Control Act of 1944 is not applicable, and its corollary, as stated at page 1, are
sound as to the legal aspect.

17. Approval of the interim rate schedules as recommended by the Commis-
sioner of the Bureau of Reclamation is advised.

W. J. BURKE,
Regional Counsel, Bureau of Reclamation, Region VI.



156 MIDSTATE PROJECT, NEBRASKA

EXHIBIT A

Misaouri River Baain

Subdivisions

Upper Missouri River Basin_

Upper Missouri River Basin

Yellowstone River Basin_

Yellowstone River Basin_ ___

H. Doc. 475 plan S. Doc. 191 plan

H. Doc. 475 plan and S. Doc. 191 plan compared

Units not designated, but
those desirable and neces-
sary provided for.

Brenner Reservoir, 15.000 acre-feet
Clark Canyon Reservoir, 150.000 acre-feet.
Landon Reservoir, 15,000 acre-feet.
Kelly Reservoir, 5,000 acre-feet.
Apex Reservoir, 3.000 acre-feet.
Terry Reservoir, 10,000 acre-feet.
Whitetail Reservoir, 6.000 acre-feet.
Taylor Reservoir. 20.000 acre-feet.
Bridger Reservoir, 16,000 acre-feet.
Canyon Ferry Reservior, 2,000,000 acre-feet.
Wells Reservoir, 2,600 acre-feet.
Nilan Reservoir, 10,000 acre-feet.
Newland Reservoir, 10,000 acre-feet.
Tiber Reservoir, 915.000 acre-feet.
Wilson Reservoir, 160,000 acre-feet.
Stanford Reservoir, 3,000 acre-feet.
Hobson Reservoir, 10,650 acre-feet.
Ross Fork Reservoir, 6.700 acre-feet.
Snowy Reservoir. 3,000 acre-feet.
(For flood control, silt control, power, ir-

rigation of 460,900 acres new lands, 208,700
acres supplemental water.

H. Doc. 475 plan and S. Doc. 191 plan revised and coordinated by
S. Doc. 247, 78th Cong., 2d sess

Adopted because of more detailed study
and of no conflict in plans.

II. Doc. 475 plan and S. Doc. 191 plan compared

Boysen Reservoir, 3,500,000
acre-feet.

Lower Canyon Reservoir,
2,250,000 acre-feet.

(Each for flood control, irriga-
tion, navigation, power, and
other purposes.)

Boysen Reservoir, 730,000 acre-feet.
Mission Reservoir, 890.000 acre-feet.
Kane Reservoir, 750,000 acre-feet.
Yellowtail Reservoir. 470,000 acre-feet.
DuN:oir Reservoir, 220,000 acre-feet.
Raft Lake Reservoir, 41.000 acre-feet.
Soral Creek Reservoir, 25,000 acre-feet.
Onion Flat Reservoir, 9,000 acre-feet.
Badwater Reservoir, 7,500 acre-feet.
Oregon Basin Reservoir, 150,000 acre-feet.
Anchor Reservoir, 15,000 acre-feet.
Lake Solitude Reservoir, 7,000 acre-feet.
Red Gulch Reservoir, 13,000 acre-feet.
Little Horn Reservoir, 50,000 acre-feet.
Antelope Reservoir, 9,000 acre-feet.
Sweetgrass Reservoir, 12,000 acre-feet.
Hunter Mountain Reservoir, 150,000 acre-

feet.
Thief Creek Reservoir, 130,000 acre-feet.
Sunlight Reservoir, 40,000 acre-feet.
South Fork Reservoir, 25,000 acre-feet.
Willow Park Reservoir, 9,700 acre-feet.
Triangle Park Reservoir, 4,000 acre-feet.
Bull Creek Reservoir, 14,000 acre-feet.
Lake DeSmet Reservoir, 44,000 acre-feet.
Smith Reservoir, 30,000 acre-feet.
Middle Fork Reservoir, 50,000 acre-feet.
Moorhead Reservoir, 390,000 acre-feet.
(For flood control, silt control, power, irri-

gation of 509,560 acres new lands, 204,500
acres supplemental water.)

H. Doc. 475 plan and S. Doc. 191 plan revised and coordinated by
S. Doc. 247, 78th Cong., 2d sess.

Rejected Adopted.
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Missouri River Basin—Continued

Subdivisions H. Doe. 475 plan S. Doc. 191 plan

Missouri River—Fort Peck
to Sioux City.

Missouri River—Fort Peck
to Sioux City.

Minor western tributaries_ __

Minor western tributaries

30-855 0 - 64 - 1.1

H. Doc. 475 plan and S. Doc. 191 plan compared

Fort Peck Reservoir (con-
structed) to be operated as
a multiple-purpose reservoir
primarily for irrigation when
substitute storage is built
on the Missouri River.

Oahe Reservoir, 6,000,000 acre-
feet.

Fort Randall Reservoir,
6,000,000 acre-feet.

Garrison Reservoir, 17,000,000
acre-feet.

Oak Creek Reservoir, 6,000,000
acre-feet.

Gavins Point Reservoir,
200,000 acre-feet.

(For flood control, navigation,
irrigation, power, domestic
and sanitary purposes, wild
life, and recreation.)

Fort Peck Reservoir (constructed) to be
used primarily for irrigation, also for
navigation, flood control, silt control,
and power.

Oahe Reservoir, 19,700,000 acre-feet.

Fort Randall Reservoir, 5,100,000 acre-
feet.

Big Bend Reservoir, 250,000 acre-feet.

Medicine Lake Reservoir, 5,200,000 acre-
feet.

Crosby Reservoir, 230,900 acre-feet.

Sheyenne Reservoir, nonactive capacity.
Jamestown Reservoir, 800,000 acre-feet.
(For flood control, navigation, irrigation,
power, silt control, recreation, munici-
pal.)

H. Doc. 475 plan and S. Doc. 191 plan revised and coordinated by S. Doc.
347, 78th Cong., 2d sess.

Oahe Reservoir—Rejected.
Fort Randall Reservoir—Re-
jected.

Garrison Reservoir—Adopted.
Oak Creek Reservoir—Re-
jected.

Gavins Point Reservoir—
Adopted.

Oahe Reservoir—Adopted.
Fort Randall Reservoir—Adopted.

Big Bend Reservoir—Adopted.
Medicine Lake Reservoir—Adopted.

Crosby Reservoir—Adopted.

Sheyenne Reservoir—Adopted.
Jamestown Reservoir—Adopted.

H. Doc. 475 plan and S. Doc. 191 plan compared

Units not designated, but
those desirable and neces-
sary provided for.

Alzada Reservoir. 70.000 acre-feet.
Broncho Reservoir, 50,000 acre-feet.
Heart Butte Reservoir, 110,000 acre-feet.
Dickinson Reservoir, 7,000 acre-fe2t.
Cannonball Reservoir. 40,000 acre-feet.
Thunder Hawk Reservoir. 30,000 acre-feet.
Shadehill Reservoir, 134,000 acre-feet.
Blue Horse Reservoir, 50.000 acre-feet.
Bixby Reservoir, 90,000 acre-feet.
Green Grass Reservoir, 90.000 acre-feet.
Edgemont 'Reservoir, 45,000 acre-feet.
Angostura Reservoir, 160,000 acre-feet.
Keyhole Reservoir, 276,000 acre-feet.
Northfoik Reservoir, 15,000 acre-feet.
Rockyford Reservcir, 70,000 acre-feet.
(For flood control, silt control, power, irri-

gation 212,980 acres new lands, 11,300
acres supplemental water supply, and
municipal.)

H. Doc. 475 plan and S. Doc. 191 plan revised and coordinated by S.
Doc. 247, 78th Cong., 2d sess.

Adopted because of more detailed study
and of no conflict in plans.
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Subdivisions

2IfiR3o-uri River Ragin—Continued

H. Doc. 475 plan S. Doc. 191 plan

Niobrara, Platte, and Kan-
sas Rivers.

Niobrara, Platte, and Kan-
sas Rivers.

Lower Missouri 

Lower Missouri Basin 

H. Doc. 475 plan and S. Doc. 191 plan compared

Kanopolis Reservoir.
Tuttle Creek Reservoir.
Harlan County Reservoir.

Cherry Creek Reservoir.
(All of above authorized 1938
and 1941 flood control acts).

Medicine Creek Reservoir.
Hale Creek Reservoir.
Red Willow Reservoir.
Enders Reservoir.
Beecher Island Reservoir.
(Total capacity 5,650,400 acre-

feet for flood control, irriga-
tion, and other purposes.)

(Irrigable lands not specified,
but for dete-raination by
later investigation.)

Kanopolis Reservoir, 432,000 acre-feet.
Pioneer Reservoir. 34,000 acre-feet.
Harlan County Reservoir, 1,199,000 acre-

feet.
Bonny Reservoir, 118,000 acre-feet.
Wray Reservoir, 7,000 acre-feet.
Culbertson Reservoir, 170,000 acre-feet.
Medicine Creek Reservoir, 32.000 acre-feet.
Harvey Reservoir, 36,000 acre feet.
Norton Reservoir, 16,000 acre-feet.
Kirwin Reservoir, 174,000 acre-feet.
Webster Reservoir, 165,000 acre-feet.
Glen Elder Reservoir, 304,000 acre-feet.
Wilson Reservoir, 262,000 acre-feet.
Cedar Bluff Reservoir, 272,500 acre-feet.
Narrows Reservoir, 660 000 acre-feet.
Glendo Reservoir, 150,000 acre-feet.
Plum Creek Reservoir, 384,000 acre-feet.
Boelus Reservoir, 790,000 acre-feet.
Davis Reservoir, 380,500 acre-feet.
Dismal Reservoir, 30,000 acre-feet.
Erickson Reservoir, 20,000 acre.feet.
Loretta Reservoir, 15,000 acre-feet.
(For flood control, silt control, irrigation

1,284,060 acres new lands, 21,804 acres
supplemental water.)

H. Doc. 475 plan and S. Doc. 191 plan revised and coordinated by S. Doc.
247, 78th Cong, 2d sess.:

Hale Reservoir—Rejected.
Beecher Island Reservoir—Re-
jected.

Enders Reservoir—Adopted.
Except as noted, appfoved.

Bonny Reservoir—Adopted.
Pioneer Reservoir—Adopted.
Harvey Reservoir—Rejected.

Except as noted, approved.

H. Doc. 475 plan and S. Doc. 191 plan compared

The plans are identical, including 6 reservoirs and a series of levees and
appurtenant works:

Osceola Reservoir
Chillicothe Reservoir
Arlington Reservoir
South Grand Reservoir
Pomme DeTerre Reservoir
Richland Reservoir

(All above reservoirs authorized by the 1938 Flood Control Act.)

H. Doc. 475 plan and S. Doc. 191 plan revised and coordinated by S. Doc.
247, 78th Cong., 2d sess.

Adopted because plans identical.

EXHIBIT B

H. R. 4485: 78TH CONGRESS, 2D SESSION, MISSOURI RIVER BASIN

"The general comprehensive plan for flood control and other purposes in the
Missouri River Basin approved by the act of June 28, 1938, as modified by subse-
quent acts, is hereby expanded to include the plan of improvement for flood
control, irrigation, power development, navigation, and other purposes, substan-
tially in accordance with the recommendations of the Chief of Engineers in
House Document No. 475, Seventy-eighth Congress, second session; and as ex-
panded is approved; and, in addition to previous authorizations, there is hereby
authorized to be appropriated the sum of $200,000,000 for the partial accom-
plishment of the comprehensive plan as modified and expanded: Provided, That
nothing in this act shall be construed as creating below Sioux City any demand
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upon the water resources of the Missouri River Basin above Sioux City in 
excess

of that now authorized by existing law; and provided further, That 
portions

of the storage authorized for the main stem of the river shall be placed 
on

tributaries if the Secretary of War and the Chief of Engineers find such action

advisable for silt control and in order to make more water readily available

for agricultural and industrial use without impairment of flood control below

Sioux City and without increasing the authorized limit of cost."

[S. 1915, 78th Cong., 2d sess.]

A BILL To authorize the undertaking of the initial stage of the comprehensive plan for

the conservation, control, and use of the water resources of the Missouri River Basin

Be it enacted by the Senate and House of Respresentatives of the United States

of America in Congress Assembled, That the works representing the initial stage

of construction for conservation, control, and use of the water resources of the
Missouri River Basin, all as described in Senate Document 191, Seventy-eighth

Congress, second session, a report prepared pursuant to the Federal reclamation
law (act of June 17, 1902, 32 Stat. 388, and acts amendatory thereof or supple-
mentary thereto), are hereby adopted and authorized and shall be prosecuted
by the Secretary of the Interior as speedily as may be consistent with budgetary
requirements, subject to such modifications as, in the discretion of the Secretary
of the I iterior, may be advisable for the most practicable effectuation of the
plan for development of the Missouri River Basin.

SEC. 2 There are hereby authorized to be appropriated, out of any moneys
in the Treasury not otherwise appropriated, such funds as may be necessary to
carry out the purpose of this act.

EXHIBIT C

• [Excerpt from S. Doc. 191, 78th Cong., 2d. sem]

BOARD OF REVIEW'S REPORT TO THE COMMISSIONER

UNITED STATES DEPARTMENT OF THE INTERIOR,
BUREAU OF RECLAMATION,
Denver, Colo., April 14, 1944.

From: Board of Review.
To: Commissioner.
Subject: Report on Conservation, Control, and Use of Water Resources of the

Missouri River Basin.

1. Pursuant to instructions in your letter of February 2, 1944, the undersigned
convened as a special board of review in Denver, Colo., April 10 to 13, 1944, to
consider the report of April 1944 on the conservation, control, and use of water
resources of the Missouri River Basin, prepared by the Bureau of Reclamation
staff of Region 6, assisted by consultants, and representatives of other Government
agencies. The results of our review of the report are respectfully submitted
herein.
2. The water of the Missouri River system is a primary national resource

which, up to the present time, had been inadequately controlled and developed.
The two major problems of the basin are the control of devastating floods along
the lower river and the stabilization of agriculture in the Dakotas and in eastern
Montana.
3. The river and its basin long have been studied by Federal, State, and other

agencies, but until recently the studies have not been coordinated or sufficiently
broad to comprehend and outline a unified plan for the conservation and beneficial
uses of water so as to realize the greatest procurable economic returns and human
benefits for the entire region. In our opinion, the report presents a plan which, if
carried out, would adequately meet these objectives. It is a comprehensive plan
for the highest beneficial use of the waters of the basin. It provides for flood
control, navigation, irrigation, power development, domestic and industrial water
supplies, silt control, recreational use of waters, conservation of fish and wildlife.
and pollution abatement, and will assist in the restoration and maintenance of
ground-water levels and inland lakes.

4. The report is the result of long and intensive engineering, scientific, and eco-
nomic study. The plan is technically and economically sound. It is not proposed
or expected that the program as a whole should be undertaken immediately or at
one time, but it should progress by starting with the parts that are urgently
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needed and continue as rapidly as funds become available and economic conditions
demand. The greatest benefits will be attained through coordination of the advice
and work of all interested Federal, State, and local agencies.
5. To the extent that the several functions of water control and utilization are

conflicting, preference should be given to those which make the greatest contribu-
tion to the well-being of the people and to the areas of greatest need. To the ex-
tent that the uses of water are competitive, the use of water for domestic,
agricultural, and industrial purposes should have preference. The plan would
meet these objectives.
6. In determining the justification for this development and the subdivisional

features thereof, the report recognizes and the Board confirms the principle that
a project or a broad development is justified if the total value of all the benefits
to be derived from it exceeds the total cost, whether or not all costs can be re-
covered from the direct beneficiaries. The report summarizes the benefits of
the basin-wide project, and finds that they exceed the estimated costs in the
ratio of 2.57 to 1. The Board concurs in this finding.

7. The agency with primary interest in the dominant function of any feature
proposed in the plan should construct and operate that feature, giving full rec-
ognition, in the design, construction, and operation, to the needs of other agencies
with minor interests. All reservoirs where flood control and navigation are
dominant should be operated by the Corps of Engineers, and where the flood con-
trol and navigation functions are minor, the reservoirs should be operated in
accordance with regulations of the Corps so far as flood control and navigation
are concerned. All irrigaion features should be operated by the Bureau of Recla-
mation or its agents. All reservoirs in which irrigation, restoration of surface
and ground waters, or power, is dominant, should be operated by the Bureau of
Reclamation. Where these functions are minor, the reservoirs should be oper-
ated under regulations of the Bureau of Reclamation so far as such functions are
concerned. In like manner, agencies with jurisdiction over other functions
should be recognized. The Bureau of Reclamation should construct and operate
all power-transmission facilities, and should have the responsibility for the dis-
posal of all power generated.

IRRIGATION

8. Land-use adjustments needed to stabilize the agriculture of the basin and
mitigate the effects of future droughts can best be promoted by progressive de-
velopment of the irrigation potentialities of the area. In addition, hundreds of
thousands of new residents of the area can be provided opportunities to establish
homes and to earn for themselves an adequate level of living. Many projects
will be of prime importance in any program for the rehabilitation or settlement
of returning servicemen and dislocated war workers. Irrigation-water users
should pay for the service rendered them an amount commensurate with the
benefits they receive, and their payments should be based on ability to pay out
of earnings of the irrigated land. Many of the project areas will be served with
water by pumping. The power used in pumping will be provided from the sea-
sonal output of Installations proposed in the report. The power should be paid
for as an integral part of operation and mainenance charges, and the resulting
operation and maintenance charges should be equalized throughout the area by
Integrating them with repayment charges and the total to the ability of the land
served to produce returns for the farmer.

POWER

9. The average unit costs of power and energy for the power developments de-
scribed in the report will be such as to accomplish the repayment of the construc-
tion costs of power development within a reasonable period of years and, in addi-
tion, will permit substanial contributions from power revenues to assist in the
repayment of other project features as well as providing low-cost power for
irrigation-pumping purposes.

10. The market studies indicate the ability of the basin and contiguous areas
to absorb in a relatively few years the power to be developed. The large number
of comparatively high-cost fuel-burning generating plants now operating in the
area offer exceptional possibilities for sale of a large quantity of hydroelectric
power as fast as it can be developed. This situation exists because of the im-
mediate opportunity to eliminate high fuel and other generating costs by energy
replacement in some cases, and by complete retirement of obsolete plants in
others. Growth of lead will soon absorb the balance of the output.
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U. The low-cost power to be developed should be given the widest possible

distribution for the benefit of the whole region This could be accomplished

best by clothing the Bureau of Reclamation with the responsibthty for Its distri-

bution and sale. Preference in sales should be given to public bodies and

cooperatives.
FLOOD CONTROL

12. The main-stream reservoirs in South Dakota, together with the reservoirs

on the tributaries in eastern Kansas and in Missouri and the levee system, will

provide the protection needed by the fertile bottom lands and. the important

cities along the Missouri Rivei below Yankton The will also aid in the control
of Mississippi River floods below St. Louis. The reclamation plan supplements
such flood control by the addition of a number of multiple-purpose reservoirs on
tributaries of the Smoky Hill River and on the headwaters of the Republican
River.

13. On the headwaters of the Missouri River, and its western tributaries in
the Dakotas, and on the headwaters of the Platte River, the reclamation plan
provides necessary flood control in the areas most seriously menaced, in the
main, through the operation of multiple-purpose reservoirs.

NAVIGATION

14. Navigation possibilities are limited to the Missouri River up to Sioux
City. While the traffic on this stream has never been impressive even below
Kansas City, the Missouri River carries potentialities as an important waterway
In the future as Kansas City, Omaha, Sioux City, aud their tributary areas
continue to grow. The.utilization of the stream as a waterway should be planned
and such planning should be adapted to the flows to be expected with justified
upstream development. The storage facilities contained in the reclamation plan
provide the necessary stream regulation to insure a sustained and well-regulated
flow thrOugh the years, regardless of the vagarieS of precipitation.

SILT CONTROL

15. The control of Silt is important in many localities. The most urgent silt
problems are in the Big Horn River Basin, but the problem is also serious in the
Yellowstone River and its other tributaries as Well'as in the western tributaries
of the Missouri River in the Daketas. The storage control provided throughout
the Missouri River system above Yankton will desiIt the streams and eliminate
most of the silt problems in connection with operatiali4 -of irrigation andanunici-
pal water systems. The retention of the silt•by those means. will redUcethe cost
of maintaning the channels in the navigation seetion of the'ililissouri 'Rivet and
the Mississippi River below St. Louis.

DOMESTIC, MUNICIPAL, AND INDUSTRIAL WATER 'SUPPLIES

16. In many parts of the basin, surface waters are relied upon for domestic
and municipal water supplies. In the future there will also be greater require-
ment for industrial water supplies. Regulation of flows of many tributa.rieS, as
proposed, and the diversion of water from the Missouri River into easteraLNorth
Dakota and the Red River Valley, and into the James River Valley in South
Dakota, will benefit many cities, towns, and populous areas by increasing low-
water flows and restoring ground-water levels.

17. Some communities that depend on wells are faced with the necessity of
searching for new water sources because of lowering ground-water levels. The
falling water tables have also dried up or reduced to stagnant pools many old
lakes in the northern plains. The plan calls for the restoration of some of these
lakes, and will also have a beneficial influence on water tables through perco-
lation of water from canals, irrigated farms, and small stream channels.

FISH AND WILDLIFE

18. The Missouri River Basin has areas of outstanding importance in the
conservation of fish and wildlife. Notable among them are mountain fishing
streams, and the waterfowl refuges and breeding grounds in the northern plains.
The development of the water resources of the basin will adversely affect some
of the existing facilities, but it will also create exceptional opportunities for
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expanding the fish and wildlife programs. No unnecessary injury should be in-
flicted, and construction plans should include such safeguards as fish screens at
canal and other intakes, hold-over conservation pools in reservoirs (for main-
tenance of proper water elevations and stream flows during spawning and nest-
ing seasons whenever practicable), and other good conservation practices. Fa-
cilities destroyed or damaged should be replaced by others of equal utility as
a part of the new construction in the conservation programs, wherever possible.

RECREATION

19. The basin includes parts of three great national parks, Yellowstone,
Glacier, and Rock Mountain along the Continental Divide, numerous national
forests, and many smaller recreational facilities ranging from fishing grounds
in the mountains to historical sites on the plains; but there are large areas where
recreational facilities are inadequate. The restoration of Devils Lake and the
construction of the numerous proposed reservoirs will provide recreational op-
portunities of major importance within these areas. These opportunities should
be capitalized through stocking the lakes and reservoirs with fish, and providing
facilities that will be needed to care for the public, such as campgrounds, boat
landings, and shelters.

POLLUTION ABATEMENT

20. Along the Red River of the North, and in various other places within the
basin,- including some areas bordering the Missouri River itself, waters are
polluted by discharge of untreated sewage into streams. In periods of low flow,
pollution has become serious, threatening the safety of water supplies and
creating nusisances. Diversion of water into the Sheyenne River and thence
into the Red River of the North will abate some of these conditions. So far as
possible, sufficient low-water flows should be maintained throughout the basin
to prevent dangerous pollution; but this should not be considered as a substitute
for the treatment of sewage where necessary to maintain proper sanitary condi-
tions and the use of stream flows for dilution of sewage should be held to a
minimum.

HYDROLOGY

21. Reliable stream-flow records covering sufficient time to reflect variations
in flow are in a prerequisite to sound project planning to assure proper control
and full utilization of the waters, and to avoid waste of construction funds on
the one hand, and the hazards of water shortages, flood damages, and power
shortages, on the other. No run-off records are available for many of the smaller
streams, and on the larger streams the available records are often inadequate
because of insufficient stations, particularly at critical locations. The presentinadequate program of stream gaging being conducted by State and Federal
agencies should be greatly expanded at once, to the end that the tentative projectplans may be confirmed or modified on the basig of more complete stream-flow
records, before it becomes necessary to start construction. This situation is
particularly applicable to the numerous small projects on the minor tributaries.The appropriations for the United States Geological Survey for stream-gaging
work should be substantially increased, and the lack of available State appro-priations for matching Federal funds should not be permitted to delay a program
at least sufficient to provide the needed records at many key stations.

DESIGNS AND ESTIMATES

22. The project plan includes hundreds of major engineering works, such as
dams and power plants, and thousands of important structures. The plans on
which the estimates are based were necessarily of a preliminary nature. At many
of the dam sites, exploratory work has been carried far enough to obtain de-
pendable basic data. At other sites, further exploratory work must be under-
taken before details of the structures can be determined and better estimates
made. All the works proposed in the report are of the same general type which
the Bureau of Reclamation has been constructing in the West since 1902, and no
novel or unprecedented problem are involved. All cost estimates are tentative,
and are subject to revisions in the light of further information which must be
developed by exploratory work and detailed design studies before construction
Is undertaken. A lump-sum allowance has been included for contingencies for
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unforeseen conditions, but no allowance has been included for major economic
changes. All estimates are based on costs as of January 1, 1940, and an ap-
propriated factor will therefore have to be applied to conform such estimates
to prices existing at the time the construction of any feature of the development
is initiated.

INITIAL CONSTRUCTION PROGRAM

23. The following list of projects is submitted as the initial stage of an orderly
program to effectuate a plan of development presented in the report. The list is
confined to projects or project features which should in the opinion of the Board,
be constructed by the Bureau of Reclamation:
Colorado: Transmountain diversion projects were not considered a part of this

basin.
Kansas-Nebraska:

Bostwick.
Cedar Bluff.
Frenchman-Cambridge.
Kirwin.
North Republican (Wray) (Colorado-Nebraska).
Pumping.

Montana:
Canyon Ferry Reservoir.
Glasgow Bench pumping.
Hardin (including Yellowtail Dam).
Marlas.
Missouri-Souris (Montana division).
South Bench.
Yellowstone River pumping units.

North Dakota:
Heart River.
Knife River.
Missouri-Souris (North Dakota division).
Missouri River pumping units ( 5).

South Dakota:
Angostura
Grand River ( Shadebill-Bluehorse).
Oahe (James River).
Rapid Valley (including Brennan Reservoir).

Wyoming:
Big Horn pumping units.
Big Horn project (Boysen Dam).
Glendo Reservoir.
Kortes.
Owl Creek.
Painbrock.
Riverton.
Shoshone project extensions.

Power-transmission lines.
RECOMMENDATION S

It is recommended:
(a) That the general plan for the development of the basin as contained in

the report be approved subject to such modifications and changes as may be indi-
cated. from time to time, as the plan is effectuated.
(b) That all works that may be authorized under the approved plan be con-

structed, operated, and maintained by the Bureau of Reclamation under the direc-
tion of the Secretary of the Interior wherever the dominant function of such
works is other than navigation and flood control.
(c) That the Bureau of Reclamation under the direction of the Secretary of

the Interior make all arrangements for the sale and distribution of electric energy
generated at all hydroelectric developments hereafter constructed by any Federal.
agency within the basin as defined in the report, and be authorized to construct,
operate, maintain, and improve such electric transmission lines and substations
as it finds necessary or desirable in connection therewith.
(d) That the initial construction program as hereinabove presented be adopted

and that an appropriation of $200,000,000 be authorized for the prosecution of
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construction work on the first stage of the program and for the continuation of
investigations on the general plan of development.

E. B. DEBLER,
Chairman, Director of Branch of Project Planning.

S. 0. HARPER,
Chief Engineer, Director of Branch of Design and Construction.

H. F. McPhail.,
Director of Branch of Power Utilization.

W. F. KUBACK,
Director of Branch of Fiscal and Administrative Management.

D. S. STUVER,
Assistant Director of Branch of Operation and Maintenance.

EXHIBIT D

HOUSE DOCUMENT NO. 475, 78TH CONGRESS, 2D SESSION

45. The comprehensive plan proposed herein would provide not only complete
protection for this area against all past floods on the Missouri River, but would
effect important reductions in flood stages on the lower Mississippi River. In
addition to providing flood-control benefits on the Missouri and Mississippi Riv-
ers, the comprehensive plan would also provide for the most efficient utilization
of the waters of the Missouri River Basin for all purposes, including irrigation,
navigation, power, domestic and sanitary purposes, wildlife, and recreation.

46. Furthermore, the plan would provide many intangible benefits including:
(1) The saving of lives.
(2) The alleviation of human suffering.
(3) A general stabilization of the economic life of the valley and of interstate

commerce.
(4) The encouragement of industrial and civic developments.
47. The plan is unquestionably justified.

EXHIBIT E

EXCERPTS FROM INTERIOR DEPARTMENT APPROPRIATION BILL FOR 1950

Hearings Before the Subcommittee of the Committee on Appropriations—House
of Representatives, Eighty-first Congress—First Session—on the Interior
Department Appropriation Bill for 1950

PART 2

Program from the Missouri River Basin
Mr. Krawari. Mr. Warne, will you please explain this request?
Mr. WARNE. Under the program that was adopted by the Congress in the Flood

Control Act of 1944, all of the waters of the Missouri River and its tributaries,
from the farthest reaches in northwestern Montana down to the juncture with
the Mississippi, will be conserved and put to beneficial use through a series of
reservoirs, power plants, transmission lines, irrigation facilities, canals, and navi-
gable channels.
In order to assure those multiple purposes, and also to provide as needed flood

control, silt retention, pollution abatement, municipal water supplies, recreation,
and favorable habitat for fish and wildlife, the Federal, State, and local agencies
that are concerned operate in a carefully coordinated system. In accordance
with the basic statutory provision provided by the 1944 act, the Corps of Engi-
ineers is building the main stem and certain tributary dams below Fort Peck in
Montana, and will operate them for flood control and navigation.
The Bureau of Reclamation is building the reservoirs on the upper reaches of

the river and most of those on tributary streams, as well as the irrigation proj-
ects, and the electric-power transmission lines. The Bureau of Reclamation
through a single transmission backbone system will transmit and sell, with pref-
erence to cooperatives and public agencies and on a uniform rate schedule, all of

•
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the power generated in the entire project, including energy generated at Army
dams as well as those constructed by the Bureau of Reclamation.
The comprehensive plan for the Missouri River Basin was adopted by the Con-

gress, and it sets forth the objectives of the program, the works to be constructed,
and the manner of financing and accounting for the expenditures and repayment.
The program is formulated with a view to construction by the Bureau of Rec-
lamation and the Corps of Engineers of all of the units described in Senate Docu-
ment No. 191, as supplemented by the further engineering findings in Senate
Document No. 247. Necessarily, the program contemplates that, where appro-
priate, alternative reservoirs and other facilities may be substituted for units
described in the plan, and additional features and developments may also be un-
dertaken in furtherance of the objectives as set forth in Senate Document No.
191. Those physical aspects, although to a large extent accurately forecast in
1944, were subject, of course, to improvement by development of additional en-
gineering and other physical data.
The principles of the Missouri Basin program as set forth in the basic docu-

ments do not change with the accumulation of additional engineering informa-
tion. The works are constructed to bring about the full productive use of all
of the natural resources in a manner that will best meet the needs of the region
and that will make the maximum contribution to the people living there, as
well as to improve navigation and to provide flood protection. Among the bright-
est promises of the project are that it will minimize the impact of drought dis-
asters In the livestock and dry-farming economy of the Great Plains and will
promote sound urban and industrial development, as well as light the farm-
houses in the States where rural electrification had lagged farthest behind.
The Bureau of Reclamation plans to build as rapidly as is feasible and as

rapidly as funds are made available the major facilities under its jurisdiction
for control and conservation of the waters of the Missouri Basin and its tribu-
taries. Irrigation works and generating and transmission facilities are to be
geared to the construction of the control and conservation works on which they
are dependent. In establishing the priority for the construction of the irriga-
tion and power facilities, a prime factor is the extent and manner in which
such facilities will contribute to the overall land use and economy of the northern
Great Plains. Other factors include securing suitable geographical distribution,
the desire of local people for construction, and, in the case of irrigation works,
readiness to assume an appropriate share of the reimbursable construction costs.
And, of course, consideration must be given year by year to national conditions
that affect Federal budgetary policy, for in the Missouri Basin project we have
undertaken a job so vast that it will be constantly a factor in national financial
management.
The Congress approved the comprehensive Missouri Basin plan in 1944 on the

basis of the showing then made of the national and local benefits. The cost of
construction to fulfill the primary control and conservation functions of the
program—that is, to the main regulatory reservoirs and associated facilities of
the Missouri River and its tributaries—is not a burden on the water and power
users. The Congress has, however, required of the Secretary of the Interior that,
in connection with the construction of irrigation, municipal water and power
facilities, he provide for a return to the Treasury of an appropriate share of
their construction costs. That fair share of the costs of construction, which does
not include the portions properly assignable to nonreimbursable functions such
as flood control and navigation, is determined on a basin-wide basis Which seeks
to equalize the payments throughout the basin, taking into consideration the
benefits received. With respect to any given unit, the amount to be returned
to the Treasury by irrigation and power is determined in relation to the direct
benefits that are to be obtained from all units theretofore or thereafter con-
structed. Revenues from and returns for power produced at Missouri River
dams constructed by the Corps of Engineers are included in these basin-wide
determinations. In other words, the plan is one that is integrated in every
respect.
Without the pooling of the cost of individual dams, powerplants, and canals

and for divisions on a basin-wide basis among the benefits—flood control, navi-
gation, irrigation, power, municipal water supply, and so forth—for accounting
and repayment purposes where the law required repayment, only a part of the
Missouri Basin program could have been undertaken. No adequate program
for irrigation in the high Plains States that are so frequently drought-stricken
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could have been devised with piecemeal plans and programs. Inaction and no
progress in 50 years proved that. In contrast, more than 120 dams and asso-
ciated works are projected for construction under the adopted plan, and more
than 26 units are already under way. Those include 20 divisions of the Interior
plan and 6 of the Army. Almost 5,000,000 acres will receive irrigation water.
A backbone transmission grid will reath from western Montana, where it willInterconnect with the lines from power plants in the Columbia River Basin,
through the Dakotas to southern terminals in Colorado, Nebraska, Kansas, andIowa. That backbone grid will integrate the output of the main-stem dams atGarrison, Gavins Point, Fort Randall, with the generators at Canyon Ferry,Boysen, Kortes, and elsewhere throughout the basin, and it will interconnectwith the Colorado-Big Thompson, Kendrick, and Fort Peck systems. The power-generation capacity that thus will be linked into a single grid will ultimately beIn excess of 2,500,000 kilowatts. This will become a mighty factor in the strength-ening of the economy of the basin States. Computation cannot be completed untilfinal costs are known, but Missouri Basin power prices are expected to put thisenergy in a relatively low-cost bracket.
[Excerpt from hearings before a subcommittee of the Committee on Appropriations, U. S.Senate, 79th Cong , 1st sees., on H. R. 3024]

(P. 939)

Mr. WARNE * * * Senate Document 191, 78th Congress, 2d session, the com-
prehensive reclamation report, and Senate Document 247, 78th Congress, 2d
session, the reconciliation rPport that brought the reclamation report and the
Corps of Engineers' Pick plan together, are of course, the basic documents of
authorization, which was accomplished in section 9 of the Flood Control Act.

Section 9 authorized the Department of the Interior to construcrthe initial stageof the Missouri River plan as set out in the basic documents. This initial stageIs estimated to cost $451,000,000. Section 9 authorized the appropriation for theuse of the Bureau of Reclamation of $200,000,000 for partial construction of theinitial stage and for continuing the studies and preliminary work in connection
with the whole plan, which it also approved.

Section 9 also authorized the appropriation of $200,000,000 for similar purposesto the Corps of Engineers, but we are not concerned especially with that here, ex-
cept to say that we have been establishing the liaison that will be required to
achieve full coordination of our work.
Very briefly, the Missouri River plan calls for construction of some 30 unitsin the initial stage, and sets our total of 90 reservoirs that eventually will be

needed to control and utilize the water and related resources of the basin.
The plan is not an irrigation plan, a power plan, or a flood-control, or navi-

gation plan. It is comprehensive and truly multiple-purpose in its scope. It
includes irrigation; hydroelectric power; flood control; navigation; domestic,
municipal, and industrial water supply; conservation of fish and wildlife; recrea-tional use of the waters; abatement of pollution; and minor purposes.
[Excerpt from hearings before a subcommittee of the Committee on Appropriations, U. S.Senate, 79th Cong. 2d sees., on H. R. 6335]

STATEMENT OF WILLIAM E. WARNE—RESUMED (PP. 883 AND 885)

Senator HAYDEN. Who is going to speak for the Missouri River Basin, for the
Reclamation Service? The final item to be considered under Bureau of Recla-
mation is the Missouri River Basin.
Mr. WARNE. Mr. Chairman, I am prepared to do that.

Increase requested and proposed use of funds.
This request is to increase the $10,312,685 now provided by H. R. 6335 to the

original amount recommended by the Budget Bureau of $23,783,600. The funds
requested cover 29 subprojects or units scattered over 7 large States comprising
the Missouri Valley. and for continuation of investigations under the general plan
of development. These 29 units were all authorized by the Flood Control Act of
1944 as an initial step in the Missouri Basin project.
Repayment of costs of the Missouri Basin project are largely predicated on

power revenues. These can only be secured if facilities are provided to permit the
power to be sold. Otherwise, financial feasibility is adversely affected and bene-
fits to the people in the area are not provided.

1
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[Excerpt from hearings before the subcommittee of the Committee on Appropriations,
House of Representatives, 79th Cong., 2d sess., on the Interior Department appropriation
bill for 1947, pt. 2]

(P. 470)

Mr. JENSEN. That is exactly why I am taking this time to question you gentle-
men, to have a picture of the whole program and what it will do in black or
white in these hearings so that they will understand when they read the hear-
ings exactly what they may expect, and when they may expect relief from
these terrible floods.
I might also add that I think our colleque here proves that we do not have to

have one or two men dictating the policies of that whole great Missouri Valley
development, that you gentlemen and the Army engineers, with the full collabo-
ration of the Geological Survey, can handle this thing in a proper manner and
In the American way instead of having an empire within an empire with one or
two men bossing the show.

Will the Bureau of Reclamation market all of the power from all of the
dams, whether the Army engineers build them or whether the Bureau builds
them?
Mr. WARNE. That is the plan.
Mr. JENSEN. That is the plan. Just as it is in the southwestern area?
Mr. WARNE. Yes, sir; the Missouri Basin powerplants, whether built by the

corps or the Bureau of Reclamation, will be tied in to a single operating plan,
and the power will be handled as a single operation by the Bureau of Reclamation.

(P. 444)

Mr. WARNE. * * * Construction will get under way early this spring. Work
will get under way at three of our dam sites, and on the transmission line that
will bring in power for construction purposes to the Garrison Dam site, which
dam will be constructed by the Corps of Engineers.
These funds provide for the extension of the program of engineering and

economic or project development work, as well, to the whole of the approved
general comprehensive plan of the Missouri Basin project.
The Congress, as I have stated earlier, has approved the comprehensive plan

for the development of the Missouri Basin.
The Corps of Engineers is to do the flood-control work and the navigation

work, and the Bureau of Reclamation and is to do the irrigation and the related
resources development work and the power distribution.

UNITED STATES DEPARTMENT OF THE INTERIOR,
BUREAU OF RECLAMATION,

Washington 25, D. C., September 30, 1946.
To: Director, Branch of Project Planning.
From: Assistant Chief Counsel Schwab.
Subject: Use of revenues received from the distribution and disposal of power

from dams constructed by the Corps of Engineers.
1. Reference is made to your memorandum of August 30, on the above sub-

ject in which you refer to a conversation with Assistant Chief Counsel Will in
Mr. Vernon's office on August 28 and in which you ask these questions:
(1) Can any of the receipts from the disposal of electric energy to be generated

at Fort Randall dam be applied by the Department of the Interior or the
Bureau of Reclamation to the repayment of irrigation costs? If so, what propor-
tion, and by what methods?
(2) Can any of the receipts from the disposal of electric energy to be generated

at Fort Randall Dam be credited in any other manner, so far as the United States
Government is concerned, to the repayment of irrigation costs? If so, what
proportion, and by what methods?

2. Confirming Mr. Will's oral opinion in answer to these questions and con-
firming also my own oral opinion given to Assistant Commissioner Markwell
during the course of hearings on the departmental appropriation bill for fiscal
year 1947, the answer to each of your questions is in the negative in the absence
of legislation being secured which will permit of such a practice.
3. While your questions are directed to the situation in connection with Fort

Randall dam and powerplant, the situation at that dam and power plant is
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not unique. The same question arises in the case if power to be generated at all
dams constructed by the Corps of Engineers in carrying out the Missouri Basin
plan encompassed by House Document 475 and Senate Document 191, 78th
Congress, 2d session, as revised and coordinated by Senate Document 247, 78th
Congress, 2d session. I shall, therefore, discuss the situation generally under the
entire Missouri Basin plan.

4. The Missouri Basin development is, as you know, authorized by section 9 of
the act of December 22, 1944 (58 Stat. 887), popularly referred to as the Flood
Control Act of 1944. Insofar as here material that authorization reads as
follows:

Sec. 9. (a) The general comprehensive plans set forth in House Document 475
and Senate Document 191, 78th Congress, 2d session, as revised and coordinated
by Senate Document 247, 78th Congress, 2d session, are hereby approved and
the initial stages recommended are hereby authorized and shall be prosecuted by
the War Department and the Department of the Interior as speedily as may be
consistent with budgetary requirements.
(b) The general comprehensive plan for flood control and other purposes in

the Missouri River Basin approved by the act of June 28, 1938, as modified by
subsequent acts, is hereby expanded to include the works referred to in paragraph
(a) to be undertaken by the War Department; and said expanded plan shall be
prosecuted under the direction of the Secretary of War and supervision of the
Chief of Engineers.
(c) Subject to the basinwide findings and recommendations regarding the

benefits, the allocations of costs and the repayments by water users, made in said
House and Senate documents, the reclamation and power developments to be
undertaken by the Secretary of the Interior under said plans shall be governed
by the Federal reclamation laws (act of June 17, 1902, 32 Stat. 388, and acts
amendatory thereof or supplementary thereto), except that irrigation of Indian
trust and tribal lands, and repayment therefor, shall be in accordance with the
laws relating to Indian lands.

5. The coordinating document, Senate Document 247, does not authorize appli-
cation of electric power revenues from powerplants constructed by the Army
in effectuation of Missouri Basin development to be applied against repayment
of irrigation costs either by the Department of the Interior, or the Bureau of
Reclamation, or by the United States Government if those entities can be sep-
arated, which for this purpose is an impossibility. While subparagraph (c) of
section 9 above quoted might seem to offer some hope of an affirmative answer
to your questions, upon careful analysis that hope is seen to be chimerical. You
will note that subparagraph (c), while authorizing basinwide findings and recom-
mendations in regard to the allocations of cost and repayments by water users,
applies that authorization to "reclamation and power developments to be under-
taken by the Secretary of the Interior under said plans," which are to be governed
by the Federal reclamation laws. The phrase "power developments" as used in
subparagraph (c) refers to the generation of power by the Secretary of the
Interior through his agent, the Bureau of Reclamation, and the marketing of that
energy by the Secretary of the Interior through his agent. It does not refer to
power to be developed under the Army's plan encompassed in House Document
475 because that plan did not provide for generation at and marketing of power
by the Secretary of the Interior from dams constructed by the Corps of Engineers.
Thus the provisions for basinwide allocations of costs and repayments in relation
to power developments refer exclusively to power developments undertaken by
the Secretary of the Interior at dams which he is authorized to construct under
thP reconciled plan.
As indicated above, House Document 475 and the coordinating document, Sen-

ate Document 247, do not provide for marketing of energy generated at Army
dams by the Secretary of the Interior. We must look elsewhere in the act of
December 22, 1944, for that authority. That authority is found in section 5 of
the act, which is as follows:
"Sec. 5. Electric power and energy generated at reservoir projects under the

control of the War Department and in the opinion of the Secretary of War not
required in the operation of such projects shall be delivered to the Secretary of
the Interior, who shall transmit and dispose of such power and energy in such
manner as to encourage the most widespread use thereof at the lowest possible
rates to consumers consistent with sound business principle, the rate schedule
to become effective upon confirmation and approval by the Federal Power Com-
mission. Rate schedules shall be drawn having regard to the recovery (upon the
basis of the application of such rate schedules to the capacity of the electric
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facilities of the projects) of the cost of producing and transmitting such electric
energy, including the amortization of the capital investment allocated to power
over a reasonable period of years. Preference in the sale of such power and
energy shall be given to public bodies and cooperatives. The Secretary of the
Interior is authorized from funds to be appropriated by the Congress, to construct
or acquire, by purchase or other agreement, only such transmission lines and
related facilities as may be necessary in order to make the power and energy
generated at said projects available in wholesale quantities for sale on fair and
reasonable terms and conditions to facilities owned by the Federal Government,
public bodies, cooperatives, and privately owned companies. All moneys received
from such sales shall be deposited in the Treasury of the United States as miscel-
laneous receipts."
You will note that section 5 provides that energy generated at reservoir projects
under the control of the War Department shall be delivered to the Secretary of
the Interior who shall market the same in accordance with the provisions of sec-
tion 5. As you know, the Secretary of the Interior by Order No. 2177, dated March
27, 1946, has designated the Bureau of Reclamation as his marketing agent under
section 5 for energy produced at Army dams in the Missouri Basin. This action
in and of itself amounts to a construction of the act of December 22, 1944, by the
Secretary of the Interior to the effect that section 9 (c) of that act is not applicable
to energy generated at Army dams. Aside from the Secretary's designation of the
Bureau as his marketing agent being a construction of the act of December 22,
1944, the language of section 5 itself makes clear that revenues derived from sale
of energy generated at Army dams cannot be applied against irrigation construc-
tion costs. That section provides that rate schedules for such energy, which to
become effective require the confirmation and approval of the Federal Power
Commission, shall be drawn "having regard to the recovery (upon the basis of
the application of such rate schedules to the capacity of the electric facilities of
the projects) of the costs of producing and transmitting such electric energy, in-
cluding the amortization of the capital investment allocated to power over a rea-
sonable period of years." When this requirement is read in the light of a prior
admonition of that section to the effect that the Secretary of the Interior shall
market such energy, in such manner as to encourage the most widespread use
thereof at the lowest possible rates to consumers consistent with sound business
principles, it is clear that in the ratemaking process for this energy, possible ap-
plication of power revenues toward repayment of irrigation costs is not to be con-
sidered in determining the rates. Finally, that section requires that all moneys
received from sales of such energy by the Secretary of the Interior shall be de-
posited in the Treasury of the United States as miscellaneous receipts. Revenues
derived from energy sales under section 9 ( c) of the Flood Control Act of 1944
are governed by the reclamation laws which provide that they shall be deposited
in the reclamation fund until the net power revenues are equal to the costs allo-
cated to power to be repaid by power revenues. There are two distinct methods
of handling power revenues one of which, applicable to the generation and market-
ing of energy from dams to be constructed by the Secretary of the Interior, per-
mits application of power revenues against irrigation costs, and the other, ap-
plicable to power generated at dams to be constructed by the Army, which does
not permit of such application.

It might appropriately be added at this point that the provisions of section 5
are not unique. They are adopted from similar provisions in the Bonneville
Project Act of August 20, 1937 (50 Stat. 731) and the Fort Peck Project Act of
May 18, 1938 (52 Stat. 403). The situation under the Bonneville Act affords an
interesting parallel. Under the Bonneville Project Act the Bonneville Power
Administration markets energy generated at Bonneville Dam. Under an Execu-
tive order of the President, the Bonneville Power Administration also markets
energy from Grand Coulee Dam of the Columbia Basin project of the Bureau.
Bonneville's marketing of energy from the Bonneville Dam is governed by the
Bonneville Power Act. Bonneville's marketing of Columbia Basin energy is
governed by the reclamation laws. This is exactly the same situation which
will arise under the Missouri Basin development. The Bureau will, under the
reclamation laws, be marketing energy from dams constructed by it in the
Missouri Basin. The Bureau vill also be marketing energy from dams con-
structed by the Army in the Missouri Basin by designation of the Secretary of
the Interior as his marketing agent, the designation of the Bureau being akin
to the designation of Bonneville by the President's Executive order. Power
revenues of the Bonneville Power Administration attributable to Coulee Dam.
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energy are applied against irrigation costs; power revenues of the Bonneville
Power Administration attributable to Bonneville Dam are not so applied, and
under the law which is in all essential respects similar to section 5 of the act
of December 22, 1944, cannot be so applied.
The Bureau's operations under the Fort Peck Project Act also furnish an

Interesting parallel to this situation. The Bureau is by the Fort Peck Project
Act designated as the marketing agent for energy generated at Fort Peck Dam—
an Army development. The Bureau is not authorized by law to apply, and does
not pursue the practice of applying, Fort Peck power revenues against repayment
of any irrigation costs.
In summary then, the answer to question 1 is "No"; the answer to question 2

is "No." These answers can be changed only by the securing of appropriate
legislation.

I. A. SCHWAB.
Senator ANDERSON. I just want to make this statement.
It is the intention of the chairmen of the full committees on Public

Works and Interior that the record made of these hearings during the
past few days will be submitted to the Bureau of Reclamation and
the Corps of Engineers for additional explanations, answers, and
suggestions.
When we have had a chance to get back these additional explana-

tions and answers and additional comments, there will be a resump-
tion of this hearing. We want to study carefully what we have to do
on the costs of operation which farmers are unable to pay.
I am very anxious to have the subject which was initiated by Senator

Case examined carefully, because if the Comptroller General has some
questions on this, then surely our committees will be justified in paying
some attention to it.
The meeting will now stand in recess until the information is avail-

able from the committee.
(By direction of the chairman, the following is included in the

record:)
Senator O'MAHONEY. Mr. Chairman, in view of comments as to how well in-

formed Congress has been with respect to authorizations of the Missouri River
Basin project, since its inception in 1944, I request that the staff prepare com-
prehensive analyses of presentations to the Congress with respect to this pro-
gram. The analyses should include references to hearings, authorizations, pro-
hibitions, appropriations, and other language in appropriation acts dealing with
the various proposals. Appropriate references should be made to hearings and
committee reports to illustrate the extent to Which Congress has been kept cur-
rently informed as to increasing costs and other pertinent phases of the opera-
tions of the program by the Bureau of Reclamation, as well as to the control
Congress has exercised over the program.
I request that the analyses, when completed, be printed in the record.

(The information referred to follows:)

ANALYSES OF (1) CONGRESSIONAL LEGISLATIVE AUTHORIZATIONS, AND (2) APPRO-
PRIATION PROCESSES 1944-57 RELATING TO MISSOURI RIVER BASIN PROJECT

In accordance with Senator O'Mahoney's request on May 3, 1957, the follow-
ing documented analyses of congressional actions relating to the Missouri River
Basin project are presented from official records. The first section includes a
list of congressional acts comprising authorizations for the development of the
Missouri River Basin project. The second section is a synopsis of the record
made during the appropriation processes of fiscal year 1946 through 1957, which
reflects congressional interest in and the control exercised by the Congress over

tion program.
.44 t ction includes references to justifications showing changes in total

/.(4sti mated co T and in the program, as well as actions by the congressional
13 committees ovet, 12-year period.
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