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FOREWORD 

This report summarizes major portions of an extensiTe study written 
by Hugh G. Hansen, Public Administration Analyst in the Bureau of Public 
Administration, and accepted as his doctoral dissertation at the Univer
sity of California. The :f'U.11 document, also entitled The Central Valley 

....c::::: =-
Project-Federal or State? will be issued by the California Assembly 
Interim Committee on Conservation, Planning and Public Works as Volume 13, 
~• of the Committee's publications. -===-

It 1s hoped that this report will assist California Legislators and 
. I 
other interested persons by providing a(clear and relativel1 brief state-
ment of the principal problems relating to Central Valley Project owner
ship and administration. 

:Berkeley, California 
June 2, 1955 

Samuel c. May 
Director 
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THE DECISION FOR FEDERAL CONSTRUCTION 

The Central Valley Project has as its me.in purpose the equalization 
of water availability throughout the entire Central Valley ot California. 
Plans to redistribute these water resources are at least eighty years oid. 
although little practical attention was given to them until the twenties. 
By that time irrigation had increased to the point where it was using water 
diverted from local streams and pumped from underground sand and gravels. 
Individuals and organizations dependent upon this water supply soon real .. 
ized that the end result would be the depletion of ground water resources, 
with an accompanying loss of economic value in the irrigated areas. All 
the suggested solutions, however, involved comprehensive planning and de
velopment of the valley's water resources. The problem then as now was 
."how" and "by whom" should the needed facilities be built and how should 
they be used. 

State Water Plal\ of 1930 
Ground water supplies over fifty percent of the Central Valle7's ir

rigation water. The water level in the San Joaquin Valle7 dropped in the 
twenties because of pumping, and it became apparent that something would 
have to be done.' The State Water Plan of 19301 provided a workable, in
telligent solution. 

This plan was prepared by the California Division of Water Resources 
under the direction of the State Engineer. It provided the basis tor long 
range planning and squarely faced one of the basic problems ot the Central 
Valley: two thirds of the usable land 1s in the San Joaquin Valley while 
two thirds ot the water supply is in the Sacramento Taller. In order to 
transfer water from north to south, the plan set up twent1-tour major stor
age reservoirs with a system of canals. The originators of the plan main
tained that the units would be more useful it they were operated together 
rather than separately, an idea later used bf the :aireau of Reclamation. 
Underground sources of water were also to be tapped and distributed tr011 
one watershed to another as the need arose. 

1. C&lifornia. Department of Public Works. DiTision ot Water Resources, 
Report to Legislature of 1931 of state Water Plan (:ailletin no.· 25, 
1930) 
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The plan was so conceiTed that the most economical and most urgentl7 
needed units could be built immediately, while others could be added as re
quired. The initial units selected were essentially the same as those 
which ha.Te since been completed by the :Bureau of Reclamation. They are 
listed in Table 1, together with a comparison of the capacities of the ,ar
ious units. 

In 1933, after a series of campaigns, the state Legislature passed the 
CVP Act of 1933, which authorized the initial units of the State Water Plan 

of 1930. Two issues of this period relate to the histoey of the Central 
Valley as a federal project. The first dealt with the sale of electric pow
er, for the CVP Act of 1933 offered power to public agencies not in prefer
ence but "in case of equal or equiTalent offers.•1 This differs from fed
eral policy of selling power at minimum price to cover costs with preference 
to public agencies. A second issue dealt with financing the project. The 
1933 act authorized revenue bonds only, not general obligation bonds, a re
striction which avoided placing the state taxpayer behind the bill, but 
which entails a higher interest rate. 

l,h~ Water Project Authority 
The CVP Act of 19.332 established the Water Project Authority_in order 

to deTelop the state water plan. The authority is one of the agencies at 
present representing the interests of California in the federally-operated 
CVP. The act also contained orga.n1zat1onal, financial and other provisions 
under which the state could either operate existing lillits of the CVP or 
build additional ones. 

The Water Project Authority consists of fiTe ex officio members: three 
elective officials-the Attorney General, State Controller, and State Treas
urer-and two officials appointed by the GoTernor-the Director ot linance 
and the Director ot Public Works, ¥ho is also the chairman of the authority. 
!he State Engineer serves as executive officer and his staff is a,ailable 
to do the authority's work. 

If necessaey, the authoritJ bas the right to condemn and take propertJ, 
including water rights. Acquisition is to be "Planned 1n a mnner which 
will be most compatible with the greatest public good and the least pri,ate 
inJ11r1.•' 

1. ca1. water Code, sec. 11626 
2. Cal. water Code, Division 6, pt.) 
.3. oo. Water Code, sec. 11,582 
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TABLE 1. INITIAL UNITS OF THE $'£ATE WATER PLAN or 1930 ABD OF THI 

FEDERAL CENTRAL VALLEY PROJECT 

siate W1tet Plan ot·i2J.2 Present. CVP 
Proposed Recommended under :Bureau 

Units1 initial ultimate of Reclam-
capacit1 capacit1 tion 

Reservoirs 
Shasta (known as ac ft. 2,940,000 5,967,000 4,S00,000 

Kennett in 19.30) 
Friant ac ft. 400,000 400,000 520,000 

Power plants 
Shasta (including kva .325,000 450,000 4,50,000 

associated after-
bay plant) 

10,000 Friant 30,000 None 

Canals 
Delta-Mendota (canal cfs 

and pumping system) 
.3,000 8,000 4,600 

Friant-Kern cfs .3,000 .3,000 5~000 
Madera eta 1,500 1,500 1,000 
Contra Costa cfs 120 Not specified .350 

Power Transmission Systems Not included Not included .3 - 2,30,000 
v circuits 
Shasta to 
Tracy 

1. Units of measure are: 
ac ft. = acre feet. One acre foot is an acre of water one foot deep. 
kva = kilovolt ampere. Comparable to kilowatts. One kva of ca-

pacity will supply the average domestic iron. 
cts • cubic feet per second. Canal capacities are given at begin• 

ning of each canal. 

Sources: 
State Water Plan data from California. Department of Public Yorks. Division 
of Water Resources, lifport to legislature of 12Jl og State Water Plan 
(lblletin no. 25, 19JO), p. 44-47, 94-97, 1.31 
Present CYP data from. California. Water Project Authority, reas1b111ty gf 
State OWnership and Operation--CVP (March 1952), p. 25-29 
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Provisions of the Authority 

There were certain provisions which would facilitate the sale of proj
ect power and water to public agencies. For example the authority was au
thorized to grant preference in awarding contracts to state agencies or 
.other organizations not organized or doing business for profit, if their 
offers were equal or equivalent of others. Also a contract for water or 
power for resale with any person other than a state agency was made subject 
to cancellation upon five years notice if a state agency should apply for 
the same service at an equal price. The construction of transmission lines 
and a steam-electric generating plant was authorized in order to make prac
tical the sale of power. 

Financial Powers of the Authority 
Although the legal basis for a state-administered valley development 

was thus firmly established, attempts at financing the project were not so 
successful. No effort was ma.de to finance the construction of the project 
by the direct sale of bonds on the private investment market, nor does there 
appear to have been any move to borrow money from the Reconstruction Finance 

-Corporation which was lending money for self-liquidating public works at 
this time. The idea of federal assistance appears to have been involved 
in the passage of the act itself since a delegation was sent to Washington 
to confer with federal officials while the bill was being debated in the 
California Legislature, nin order that the provisions of [ the bill] should 
be satisfactory to the federal authorities who would be required to pass 
upon any application by the California state agency for federal financial 
aid in constructing the project."1 

Once the authority was established, its first act was to submit, on 
January 24, 1934, an amended application to the Federal Emergency Admin
istration of Public Works for a combined loan and grant in order to finance 
the construction of initial units. The loan was to be secured by project 
revenue alone. When federal funds for the support of the proposed state 
project were not forthcoming, it was requested that the CVP be adopted as 
a federal project. The State Water Project Authority successfull7 urged 
federal construction and the receipt of Presidential approval on December 2, 
1935 officiall.J established the CVP as a federal reclamation project. 

1. California. Department of Public Works. Division of Water Resources, 
Review of Histo of Le slation and Poli Formation of the CYP 
Marz Montgomerx and Marlon Clawson; bJ Henry Holsinger March 7, 1947), 
p. 14 
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Federal ApproT&J ot Construction ot CVP 

The following rear the Central Valle1 Project was authorized by act 
of Congress (Sec. 2, A.ct of August 26, 19:37; SO Stat. 8.50). The units 
which were authorized at this time included Shasta and Keswick Dams and 
power plants, the Delta-Mendota Canal and Friant Dam, Friant-Kern Canal 
and Madera Canal in the San Joaquin Valley. Also authorized were trans
mission lines adequate to convey the output of the Shasta and Keswick 
plants to the vicinity of Tracy. All of these units are now complete and 
in operation. 

Although reclamation law required repayment contracts in advance ot 
the delivery of water, the President waived this requirement in order to 
get construction under wa1 as soon as possible. As a matter of record, in 
1954, negotiations of contracts for the full output had not yet been com
pleted. 

The State of Californla offered no financial support of_the project, 
either as a direct contribution or as a guarantee against the risk of in
sufficient revenue. The federal government has on several occasions ex
pressed the view that the project was of sufficient value to California to 
justify the state underwriting part of the project. This was never done. 

Bureau of Reclamation Policies 
Once the CVP was given federal sponsorship, the traditional United 

States reclamation policies applied as established by law and history. 
These policies, under which the CVP bas been developed and operated b)" 

the Bureau of Reclamation, iDay be summarized briefly-: 
1. The tu.11 development of available resources bas been a major ob

jective. Bo single purpose has been allowed to dominate either in phfsl
cal operation or in economic poliey •. 

II 

2. The Dlreau of Reclamation bas emphasized the unity of basin-wide, 
multiple purpose water development and bas been a strong advocate of coor
dinated ope~ation of all 111ajor water facilities. Integrated financial ac
counting and unified administration have been used to promote such coordina,
tion. 

3. The project is financed from federal funds provided on an equit7 
basis with repaJEnt governed b7 Congressional policy. These policies in

clude no repayment for flood control, navigation and fish and wild life 
benefits; power rates are to return interest on the power investment at 3 
percent and municipal and industrial water rates at two and one half percent; 
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irrigation water rates, with the aid of power and 111UD1c1pal vater revenues, 
are to repa7 irrigation inTestment interest free. Time limit for repaJJDent 
is not specified by law, but the rates established haYe been designed to 
return federal inTestment within fitt7 years from.completion of the project., 

4. Irrigation vater is delivered on a semi-utillt7 basis. Provision 
is made tor downward adjustment of irrigation water pa.JJ11ent1 in time, of 
financial hardships. 

s. Permanent suppl7 of project irrigation water is 11m1ted·to 160 
acres for each indiTidual (320 for man and wife). This acreage limitation 
bas been a pa.rt of reclamation lav throughout its histol"J• Its purpose 11 
to promote a desirable form ot rural societ7 bJ prOTiding opportunit7 tor 
future farmers of the west. It restricts the benefits of fede~l subsid,1 
which 11181 b~ received bJ an, one individml and is, thereby, .a justi~ica
tion tor federal expenditure. 

6. In order to spread the benefits of financial aid as widely as pos
sible, the :eu.reau bas established generall7 low rates for both power and 

vater. 
· 7~ The- sale of ele~tric power at low rates, with preference to pub

lic agencies, in purchase but not in price, bas been promoted as a stlmu.
lus to agriculture and.1ndustri and a direct benefit to the.domestic con-, 
sumer. Over the long run, power rates are geared to the average costs of 
the project. 

To what.extent would California have adopted these policies on its 
own it the project bad been built bJ the state, 111th the help ot federal 
funds? Although this question cannot be answered, in the light of possible 
1tate purchase it is an interesting point on which to speculate. 



THE CVP IN 1954 - OPERATION .ABD PLAHS 

The CVP was originall1 conceived bf the state as the initial portion 
of a coordinated basin-wide plan, designed for future expansion, so that 
eventuall1 all water requirements of the Central Valley would be met. This 
was clearl1 set forth in the State Water Plan of 19.30,1 which was officially 
adopted by the state Legislature of 1941. The :&lreau of Reclamation bas 
taken a similar point of view, preparing its comprehensive plan for the basin 
as a whole to serve as a guide for further expansion.2 The state and bu
reau agree that the construction of additional units, either reservoirs or 
canals, should be timed in accordance with future needs and that the units 
should be integrated into the project as a whole. 

Additional Units of CVP 

The additional units are added gradually as needs become acute and 
funds are made available. For example reservoirs may be constructed and 
·operated to meet growing local requirements before the canals are con
structed and water agreements arranged. 

By 19.54 four units had.been added to those originallJ authorized in 
order to increase -ca.pa.city of the project. The question of present and fu
ture development of the project is of great importance in considering ques-

- tions of state proposals of purchase, since it must be decided just what 
part of the project is complete_and for sale. So far only one ot these addi
tional units, Folsom Reservoir, bas been included in the proposals. 

1. Folsom Reservoir: Folsom receives its importance from the tact 
that it will help protect Sacramento and vicinity from .Ainerican River flootls. 
The reserroir will be operated 1n coordination with Shasta Reservoir to 
prevent floods and will also maintain summer water flows 1n the Sacraaento 
and Delta areas. This in turn will mite more water available for export. 
to the San Joaquin Valle7. 

When canals are constructed, Folsom will also supply irrigation and 

mnicipal water to the valley areas both to the north and south. The reser
voir bas been projected for completion in 1955. 

1. California~ Department of Public Works. Division of.Water Resources, 
Report to Legislature of 1931 of State Water Plan (:Bnlletin no. 25, 
19.30) · _ 

2. u.s. Jbreaq of Reclamation, Centra~1e1 Ba~in, a Conmrehensiye 
Report.,. (81:1, s. doc. no. IIJ, t 949 

1 
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2. The Sly Park Unit: This unit is to supply irrigation and munici

pal water to the vicinity of Placerville. Construction began July 1953 
following the signing of a contract which permits the El Dorado Irrigation 
District to operate the project upon its completion. 

3. Sacramento Canals: These canals will carry irrigation water to 
areas on both sides of the upper Sacramento Valley now inadequately supplied. 
Similar canals may be found authorized by the California Legislature in 1941 
as part of the Central Valley Project legally constituted under state law. 
The canals were authorized bf Congress in 1950, but appropriations for con
struction did not follow until the fiscal year ending June JO, 1954. 

The Sacramento canals are considered to be interdependent with the Trin-. 
it, River Division. In 1953 the President, in reporting the project for 
further consideration by Congress, said, •1 find that the Sacramento canals . 

unit bas engineer;ng feasibility on the basis that the Trinity River Divi
sion, upon which the canals unit is dependent for a fira water suppl7 as 
discussed herein, Will be authorized and constructed.•1 

4. Trinity River Division: According to recent plans, this unit in

cludes a 2,,00,000 acre-foot reservoir on the Upper Trinity River with 
gravity flow tunnels and conduits to carry the water into the Sacramento 
liiTer. In combination with other Central Valley waters now wasted for lack 

of dependability, the project will increase water supplies by about 1,000,000 
acre feet annually. This project was found by the State Water Plan of 19.30 
ta be the third most economical source of water for the Sacramento Jasin, 
after Shasta and the American River.2 

Power Facilities of the CVP 

These additional units will also effect the output of electric power 
which is one of the important products of CTP, as well as its largest source 
of revenue. Power 1s also one of the focal points of a controversy raging 

around the project. As of 1954 the power generating facilities of the CVP 
consisted ot the large bJdroelectric plant at Shasta dam and the smeller 
plant at Keswick Rese"oir. The two plants have a rated capacit, of 
4,54,000kw. without serious overheating. 

1. u.s. Department of the Interior, Sacramento Canals Unit, ral.ifornia: 
Report and lindings (8):1, B. doc. no. 73, January 29, 19.53), p. xi 

2. California. Department of Public Works. Division ot Water lesources, 
Sacryento Water lJasiq (:Bulletin no. 26, 1931), Table 1,36 
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Amgpnt of Production 

High voltage (230,000 v.) transmission lines ha.Te now been completed 
from Shasta dam to Trac1 and an extension connecting Folsom power facili• 
ties into the system near Sacramento is under construction. The only other 
existing high voltage transmission line supplies power at 69,000 v. trom 
the project substation adjoining the Tracy pumping plant to project pump
ing plants on the Contra Costa· Canal and to the Port Chicago Naval Depot. 
These facilities gaTe CVP lJ percent of northern Galifornia's generating 
capacity at the end of 1951, and produced an average of 14 percent of north
ern California's electric energy in the years 1950 through 1952. 

llpstream Power Plants 
Like the St~te Water Plan of 1930, the comprehensive plan tor the Cen

tral Valley basin, published by the the Bureau,~£ Reclamation in 1949, pro- • 
vided for power generation only at multiple purpose reservoirs designed 
primarily for water conservation purposes. 

Most of these reservoirs are at low elevations, just above the floor 
of the valley. Most of the available water power, however, is found in 
higher elevations where the elemtion drop is greater. The construction 
of these reservoirs increases the economy and potential usetulness of an 
upstream power development which might otherwise interfere with irrigation 
requirements. 

These planned upstream power facilities have been hoti, disputed b7 
· private power companies. At present no comprehensive plan for the exploita

tion of bJdroelectric power potentials in northern California is in exist-. 
ence. The present administration does not appear to be pushing this type 
of development. 



FINA.NCI AND REPAYMENT OF Al EXPANDING PROJECT 

The availability of funds and the terms of repayment may well go far 
toward determining who is to build and operate water .resource projects. 
The favorable financial provisions of the United States reclamation lava 
were dominant factors in California's decision to have the CVP constructed 
as a federal undertaking. Finance and repayment terms will be equally im-,. 
portant to a decision on state purchase of the existing units and state 
construction of future ones. 

Since the greater part of the expenditure required for full water and 
water and power development of the Central Valley is still to be made, it 
is probable that the limits of _future growth depend not on physical re
sources but on economic ability expressed through political channels. 

Construction Funds 
At present the CVP funds for construction are directly appropriated 

by Congress. The people of the United States are actually financing the 
entire.project on an equity basis. With this type of financial responsi
bility, Congress can establish terms of project repayment out of considera
tions of public policy rather than of security and interest rates as re
quired by private investors. While a great advantage to project benefi
ciaries of finance, this also has a drawback in that construction on the 
project can proceed only as rapidly as Congress is willing to appropriate 
money, since unlike the California Water Project.AuthoritJ or a private 
utility company, the Jureau of Reclamation has no independent power· to 
raise funds. 

Federal Re.J!L:yment Policies 
The policies of Congress for the pricing of services and the repay

ment of construction costs of fureau of Reclamation projects are set forth 
in the Reclamation Project Act of 1939. These policies include non-reim
bursable costs such as navigation and flood control benefits and expendi
tures for the preservation and propagation of fish and wildlife. All other 
investment costs are to be paid back to the federal government out of pro
ject revenues. 

10 
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Part of these revenues are derived from the sale of commercial power. 
It has been the policy of the federal government to sell power at the lowest 
rates which will cover costs rather than at the maximum rates obialnable 
on the open market. A statement of this .i>olicy ls to be found in the nood 
Control Act of 1944 which provides that the Secretary of the Interior shall 
transmit and dispose of 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.•1 

Irrimtion Costs 
Since passage of the Reclamation Act of 1902, it has been the practice 

to have project revenues repay irrigation costs to the government without 
interest. At present repayment is scheduled to take place over a fort1 
year period after allowing ten years for development. Repayment of interest
free irrigation costs not covered by charges to water users is made up from 
net project revenues from power and municipal water sales over and above 
capital costs charged to those tunctions. 

Results-of Federal Financial Policies 
The practical effect of federal standards of finance and repayment 

under reclamation law is summarized in Tables 2a and 2b on the following 
page. Table 2a ap.plies to the units completed and under construction bJ 
the end of 1953. Table 2b includes the as yet unconstructed Trinity River 

. Division and the Sacramento canals. let operating revenues shown are those 
available for payment of principle and interest, and represent those reve
nues anticipated from the beginning of project operation until f1ft7 7ears 
after the last unit bas been completed. 

A glance at the individual reimbursable functions shows that commer
cial power is actually the principal source of revenue. Commercial power 
represents 25.9 percent of total investment and is expected to return 62.5 
percent of net operating revenues. Irrigation, on ~he other hand, will 
leave an $80,0JJ,700 deficit, which will be offset tat the most part by 

commercial power revenues. 

Integrated Financial .Accounts 
It has been the polity of the Bareau of Reclamation to emphasize 

the value of unified and coordinated planning and operation of water 

1. Flood Control Act of 1944, sec. S (58 Stat. 887) 
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TABLE 2. CVP CAPITAL COSTS AND NET REVENUES 
CAPITAL COST NET OPERATING REVENUE 

(Thou
sands 

(1) 

As% of· 
total 
cost 
2) 

As~ ot 
(Thou- total 
sands · revenue 

(.3) 4) 

·Excess of 
revenue 

over cost 
thousand 

.5) 
A: CVP Excluding Trinity RiTer Dhts1on and Sacramento Canals 

(Thru Fiscal Year 200,5) 
CONSTRUCTION COST $477,493 100.0 

Non-reimbursable 
NBtvigation 
nood control 
Fish & wildlife 

Subtotal 
Reimbursable 

8,055 
44,999 
1,010 

54,664 

Commercial power 123,683 
M & I water 20,392 
Irrigation 279,154 

Subtotal 423,429 
INTEREST COMPONENT 41,691.9 
TOTAL REPAYMENT OB

LIGATION, :Nm REV-
ENUE AND EARNED 
SURPLUS 465,320.9 

1.7 
9.4 
,2 

11 • .3 

2.5.9 $403,334.1 
4.3 42,394.4 

58,5 ¼99.320,3 
88.'7 4,5,048.8 

64,5,048.8 

62.; 
6.6 

J0.9 
100.0 

$2'79,6,51.1 
22,002.4 

-so,o:n.2 
221,619.8 

179,727.9 

B: CVP Including Trinity River Division and Sacramento canal.a 
(Thru Fiscal Year 201.3) 

CONSTRUCTION COST 
Project Total, 754,91.3 100.0 
Non-reimbursable 

Navigation 8,055 
flood control 44,999 
Fish and wildlife 1,428 

Subtotal .54,.532 
Reimbursable 

Commercial power 280,221 
M & I water 20,782 
Irrigation 399,378 

subtotal 700.,381 
DTERES'l COMPONENT 122,8,34.8 
TOT.AL REPAYMENT OB

LIGATIOB, m·REY-
DUE, AND IARUD 
SURPLUS 823,215.8 

1.1 
6.o 
0.2 
1.2 

819,04J.l 
.50,458.4 

324,:,22.s 
993,894.0 

993.894.0 

62.3 
s.1 

32,6 
100.0 

338,822.1 
29,676.4 

-24,98s.s 
293,513.0. 

3.26:1 
2.Q8:l 
,21:1 

1.,52:l 

1.39:1 

2.21:1 
2.43:1 
.81:1 

1.32:1 

1.21:1 



1) 

facilities on a multiple purpose basis for entire watershed areas. Finan
cial accounts are similarly integrated. Thus the more remunerative func
tions assist in paying the cost of less remunerative functions. Whether· 
the service is to be provided by the project is not determined by whether 
or not it can pay its own way, rather the decision is ma.de on the basis 
of estimated benefits and costs, both public and private. If so justified, 
the service is included, provided funds can be foreseen from somewhere-n~n
reimbursable federal appropriations or prospective project revenues-to l)&1 

total cost. 
An example is salinity control, classified by the bureau as a supple

mentary irrigation function. Salinity control is needed and provided al-. 

though neither Congress nor the beneficiaries have committed themselves to 
paying the bill. Power revenues, too, assist in irrigation development. 

This concept was expressed by Richard L. Boke, former regional director 
tor northern California in an address made in Seattle in 1948: 

One thing is perfectly clear, if the elements (that is, 
the dams, power plants, canals) are planned and built 
separately, each more or less a unit or project in it
self, the whole can never be paid for. In other words 
the .Ba.sin plan for the Central Valley is feasible only 
where the more profitable elements of the plan contri
bute to the less profitable elements •••• we mu.st get 
used to.the idea that an upstream power plant on one 
river, though only a single-purpose structure in itself, 
can perfectly well contribute to the building of a canal 
100 or 200 miles away thDugh there is no physical con
nection between the two.l 

Financing Additional Units 
As new units are added to the project, repayment ls not ·separated but 

combined as a new total repayment to be expected from the enlarged project. 
A new unit which would not pay for itself can thus be added if there is the 
possibility- of surplus revenues from the existing units. 

This principle has obvious importance in the light of future water de
velopment in the valley. If both public and private benefits from addi
tional units are found to exceed the cost, the units are considered to be 

economically Justified. It remins only to determine if the project would 
be financially feasible under terms set by reclamation law. That is, it 

1. Richard L. Boke, •water Resources for Irrigation in California,• Pacific 
Borthvest Industry 8: 11)-114, March 1949 
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mu.st be shown that project revenues, including those from the proposed 
additional units, can be expected to return the appropriate reimbursable 
cost within the accepted time limit. For an example of how units are 
financiallJ integrated into the CVP system see Table 2b. This table in
cludes the proposed Trinit7 River Division and the Sacramento canals and 
shows them to be feasible under integrated financing. If the state were 
to purchase present units of CVP and then ask.the federal government to 
construct the Trinit7 River Division and the Sacramento canals as a sepa
rate project. the financial picture would be different (see.Table 3). To 
make these units financially feasible as a separate project, the Bureau 
of Reclamation would be forced to increase power and vatar rates 1n order 
to cover the deficit which would occur when surplus revenue from other CVP 
units is denied the proposed additional units. 



lS 
TABLE 3. TRINITY R1VER DIVISION AND SACRAMENTO VALLEY CANALS CAPITAL COSTS 

AND NET REVENUES (in 50 years after completion-1964-2013) 
A. If Financially Separated from CVP 

CAPITAL CO&'T 

CONSTRUCTION COST 
Non-Reimbursable 

Navigation 
Flood Control 
Fish & wildlife 

Subtotal 
Reimbursable 

Commercial power 
M & I Water 
Irrigation 

Subtotal 
INTEREST COMPONENT 

(Thou_qa,nds) 
(1) 

$277,420 

468 
468 

156,538 
390 

120,024 
276,952 
148,019 

TOTAL REPAYMENT OBLIGATION, 
, NET REVENUE, AND DEFICIT 454,971 

As% of 
total 
cost 

(2) 

100.0 

0.2 

56.4 
0.1 

4J,l 
99.8 · 

B. If Financially Integrated with CVP, as Planned 
REPAYMENT OBLIGATION ADDED TO CVP BY CONSTRUCTION 

OF TRINITY RIVER DIVISION .AN]) SACRAMENTO CANALS: 
Reimbursable construction costs added: 
Interest component added 
Total repayment obligation added 

REPAYMENT AS PART OF THE CVP: 

Net Operating Revenues, Trinity River 
Div. e.nd Sacramento Canals as finan
cially separate project 

let Operating Revenues, CVP excluding 
Trinity Div. and Sacramento canals, 
years 2oo6-2013 inclusive 

Connnercial power 
M & I water 
Irrigation 

Total 
Total 8 years 

Reduction of estimted CVP surplus 
Year 2005 without Trinity-Sacramento 
Year 2013 with Tr1n1ty-5acramento 

Total repayment 

Per Year 
6,723.c; 
1,008.0 
4.o6J.3 

11,794.,3 

NET OPERATING REVEHUI 
As% ot 
total 
cost (Thousands) 

(3) 

$161,925.0 
o.o 

92,565.8 
254,49().8 

2.54,49().8 

8 Years 
1,184."o" 

,o64.o 
32,506.4 
94,.354.4 

(4) 

63.6 

'36.4 
100.0 

$276,952.0 
80,942.9 

357,894.9 

2.54,49().8 

94,354.4 

179,227.9 
120,628.2 2.042.2 

'J.57,894.9 



WATER AND POWER MARD:f IIG 

The problem of CVP eventually resolves itself in the basic question 
of who benefits and who pays for the project. Services in the form of 
flood protection, maintenance of navigation, protection of fish and vild 
life, e.nd the provision of recreational activities are all free to those 
who care to use them. Power and water services, however, are not free 
and are available only through contracts. 

Water Contracts 
CVP water is delivered at main canal side or river bank mainly to 

public districts. In negotiating water contracts the bureau attempts to 
make maximum use of available resources of the area.bf committing to each 
district just enough water to meet all requirements, assuming the local 
water resources are fully utilized. Project water is typed as class I, 
regular and dependable, and class II, undependable and varying according 
to the wetness of the season. Depending on local conditions, different 
_districts are allotted various amounts of class I and II water. 

Long term contracts usually run for forty years. SUch contracts 
specify only maximum rates established by service areas and vary from 
area to area. The actual rate paid is announced bf the Bureau of Reclama
tion bf February 15 of each year. The purpose of this flexibility is to 
permit rate reductions in times of financial hardship. 

9(d) Contracts 
If the district elects to have a distribution system constructed by 

the bureau, it must mintain and operate the system at its own expense and 

repa7 construction costs, without interest, in forty equal annual install
ments beginning at the end of a development period of up to ten years, as 
specified in the contract. These are known as 9(d} type contracts. 

9(e) Contracts 
CVP water contracts known as 9(e} contracts provide merel1 for the 

delivery of water tor a fixed period at a set maxillUJll rate per acre-root.· 
The rates are established for the purpose of covering operating and SOIIB 

portion of construction costs. These rates are f1xed for fort1 years, 
vith no escalator clause proTided. 

16 



Power Contracts 
Power generation and delivery have been dominated by two federal 

reclamtion law policies: first, preference in the purchase of power ls 
given to public agencies or non-profit organizations; and second, prices 
are established on the basis of cost rather than in consideration of what 
the market will bear. 

Power Contracts and Public Agencies 
Preference to public agencies in the sale of federal power bas been 

stated in the Reclamation Project Act of 19J9: 
••• preference shall be given to municipalities and other 
public corporations or agencies; and also to cooperative 
and other non-profit organizations financed in whole or 
in pa.rt by loans made pursuant to the Rural Electrifica
tion Act of 1936 and any amendments thereof.l 

17 

Project power is sold only at wholesale rates. Bate schedules for gea... 
eral wholesale and for irrigation pumping service have been established, 
and equal rates are basically applicable to private and public consumers 
for equivalent service. The preference to public agencies 1s in the right 
to purchase power, not in the price. 

Sacramento Municipal Utility District 
The largest single contract is with the Sacramento Municipal Utility 

District (SMUD). This district will absorb about 62 percent of the esti
mated Shasta-Folsom dependable capacity. The contract has resulted in an 
extended controversy bearing directly on proposals for state purchase of 
the CTP. 

The SMUD was legally established in 1923. It includes the city of 
Sacramento and surrounding suburban territory. As early as 1934 it took 
first steps toward the future purchase of CVP power. The district now 
owns its own distribution system and until recently was buying power from 
the Pacific Gas and Electric company at a special rate of 5.62 mills per 
kilowatt hour offered in competition with CVP. 

In 1952 the district was faced with expiration of its power supply
contract and began negotiations with both the company and the Bureau of 
Reclamtion. The company offered a ten year extension of its previous 
rate, but offered no assurances that the rate would not be increased during 

l. 53 Stat. 1187, sec. 9(c) 
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this period. The CVP contract, on the other hand, offered a lower initial 
rate of about 4.J9 mills per kilowatt hour and a greater future assurance 
of low-cost supply. 'The district and the bureau therefore signed a contract 
to become effective upon expiration of the present contract on June JO, 1954. 

Controversial Points of the Contract 
This CVP-SMUD contract has aroused controversy in hearings before the 

Joint Committee on Water Problems of the California Legislature, the in
terior appropriations sub-committees of both the House and Senate of the 
United States, and the task force on water resources and power of the Com
mission on Organization of the Executive Branch of the Government (second 
Hoover commission). The objectors, numbering among them the California 
State Chamber of Commerce and the State-Wide Committee for Galifornia Owner
ship of the Central Valley Project have argued that the power rate estab
lished is too low. At the request of House and Senate appropriations com
mittees, the contract was reviewed by the Department of the Interior offi
cials appointed by President Eisenhower. 

Negotiated in January 26, 1954 and now in effect, the revised contract 
carries the approval of the Eisenhower administration. After comparing 
versions of the contract, the California Water Project Authority concluded, 
•in general the revision constitutes no great change from the original con
tract and a majority.of such changes as were ma.de appear to favor SMUD.•1 

The SMUD contract is effective for forty years and states that the 
CVPvill supply the power requirements of the district up to a maxillllDl of 
290;ooo·k11owatts. This is expected to be sufficient through 19.58 or 1959. 
Initial delivery is to be ma.de bf transmission or •wheeling" over Pacific 
Gas and Electric lines, but by July 1, 1957 the district 1s to construct 
transformer facilities to connect directly to the 2.30.000 volt CVP trans
mission system independently of company facilities. 

Under direct senice SMU1) expects CVP power to cost 4.39 mills per 
kilowatt hour, including its ovn expense for the construction and operation 
of these 2.30,000 volt facilities. The rate is subject to change in accord 
with changes in CVP power costs and in other costs which the Secretary of 

1. California. Water Project Authority, Reference Summary of Power Con
tracts Between u, s, :Bureau of Reclamation and Power Customers of 
the CVP, Galifornia (March 1954), Item lOc, p. 5 
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the Interior decides should be coTered bJ power revenues. It is presumabl7, 
however, not subject to change merel1 as a matter of pol1c1. 

Importance of the Contract to CVP 
The importance of the SMUD-CVP contract to CVP revenues is readily 

shown. With increasing l~ds during the first six years and full purchase 
of the contracted 290,000 kilowatts thereafter, the district estimates that 
it will pay to the project $298,500,000 in fifty years at present rates, 
assuming that the contract is extended for an additional ten years.1 During 
the same period (fiscal 1955 through 2004) gross payments by irriga.tors to 
the CVP including the Shasta-Folsom-Sly Park units are estimated as 
$328,900,000.2 In other words the SMUD will pay 87 percent as much as 
all irrigation water users. 

1. Information supplied by the Sacramento Municipal Utilit7 District. 
2. u.s. ~eau of Heclamtionp Region 2, SUpplementr7 Report, Trinity 

River Division, California (March 19~4), Table 



PROPOSALS FOR STATE TAKE-OVER OF CVP 

By the end of 1953, discussion of state take-over had focused on three 
alternative arrangements under which the project might be governed and fu

ture federal-state relations established. As formulated by the subcommittee 
on the CVP of the Assembly Interim Committee on Conservation, Planning and 
Po.blic Works and presented for public discussion at hearings held in Tisa,

lia, California on January 15, 1954, the alternative proposals are: 
1. That the State of California under agreements with 
the federal government assume the operation of the Cen
tral Valley Project as an agency for the United States 
and that this operation be in accordance with general 
reclamation law and contracts thereunder. This proposi
tion assumes no additional expense to the State of Cali
fornia. Its purpose is to change the operating agency 
from the Bureau of Reclamation to an appropriate agency. 

2. That the State of California operate the Central 
Valley Project as a lease-purchaser under state law, 
with the state guaranteeing pa,ments equivalent to 
those anticipated under present contracts. The lease 
purchase agreement would transfer ownership at the end 
of the repayment period, specified in the present and 
contemplated contractual arrangements with water and 
power purchasers. This proposition assumes no bond 
issuances and no increase in existing water or power 
rates during the repayment period. 

3. That the State of California purchase the Central 
Valley Project from the United States at a negotiated 
price with fUnds secured through issuance of revenue 
bonds or such other methods of credit financing as ma, 
appear more appropriate at the time ot purchase. 'lhls 
proposition assumes that the project thereafter will 
be operated under state law and that all interest of 
·the United States with respect to the project works pur
chased will be terminated at the time of exchange. n 
further assumes that current contracts negotiated after 
the purchase will be in line vith state policy.l 

These proposals differ 1n legal, financial and policy implication but 
any one of them would set a nev pattern of federal-state relations 1n aJor 

1. C&lifornia. Legislature. Assembly. Committee on Conser,ation, Planning, 
and Public Works. Subcommittee on the Central Valley Project, State 
Ownersiw, and/or State Operation of the Central Valley Pro,1ect; hMtlna 
1n Visalia. Ce.lit, (JanUS17 1;, 1954), p. 190-191 

20 
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water resource projects. Thus state acquisition under either proposal no. 2 
or proposal no. 3 would require an act of.Congress. Such an act might also 

1 
be necessary or desirable for state operation under proposal no. 1. The 
Water Project Authority probably has the legal authority to handle an, one 
of the three proposals although supplementary state legislation might also 

be needed.2 

The Engle Bill 
The first proposal differs from the other two in that it accepts federal 

law and policy whereas a main objective of proposal no. 2 and no. 3 is to 
make the operation of the project independent of federal policy. Fach pro

posal has its supporters. 
Current proposals for operation of the CVP by the State of California 

acting as an agent of the federal government have most clearly been set 
forth in the bills introduced by Congressman Clair Engle. The principal 
provisions of these bills are given below, condensed for the sake of brev
ity: 

1. 

2. 

Whereas the CVP bas been authorized by Congress ••• 
Whereas the State of California (not the Federal govern
ment) holds title to the project water ••• 
Whereas Congress believes that local management operation 
and maintenance of the project would best serve the inter
ests of the people of California ••• 
Whereas local control and responsibility would promote 
the most efficient and economical operation of the proJ
ect ••• a.nd would be a logical step toward the transfer of 
ownership to the State of California ••• 
The State of California shall agree: to operate and main
tain the project as an agent of the United States; to re
turn the reimbursable costs of the project; to honor all 
outstanding project contracts; that all contracts for sale 
of available water and power shall be made in accordance 
with Federal Reclamation Laws; to report in full to the 
Secretary of the Interior at least once per annum on all 
phases of its operation •••• J 
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With this type of arrangement, the state of California would 1n fact 

be taking over the responsibilities of the regional office of the Dlreau 
of Reclamation. Construction of additional units by the federal govern
ment as part of the CVP could continue as at present with unified repay
ment for the enlarged project as a whole under the terms of reclamation 
law, and with operation management of each unit turned over to the state 
agency as completed. 

Many of the de.tails· of the Engle Bill remain to be worked out. For 
instance some arrangement would have to be ma.de for the payment of opera
tion and maintenance costs on the one hand and repayment of construction 
costs on the other. 

Under present California law as established in the CVP Act of 19JJ, 
the California Water Project Authority would be the administering agency 
for the state. It would find itself, if this should happen, in the posi .. 
tion of being jointly responsible to the California Legislature and to the 
Secretary of the Interior. Smooth working relationships in such a situa
tion would depend upon the existence of a large area of agreement between 
the federal government and the state. 

Support of the Engle Bill 
In voicing support of the bill, Congressman Engle said: 

I oppose the outright purchase of the Central Valley 
Project. :Bnt I do urge and support a large measure 
of local and state management of the Project. I 
would not attempt to define the precise line where 
Federal management should stop and State management 
begin •••• The objective from our point of Tiev should 
be to secure a maximum of local participation without 
terminating the federal interest and financial parti
cipation.l 

In general the supporters of state operation of CYP take the position 
that purchase of the project would bring more problems than it solved. They 
point out that if the purchase price is raised bf revenue_ bonds alone, in
terest at 3 percent OTer a period of fifty 7ears would about double the cost. 

The supporters of the Engle Bill also believe that tuture additions 
to the project would be built at state expense, and they estimte that the 
state alo~e could not carr, the financial burden of finishing the dams and 

canals which re-.in to be built in order to satlst, the needs of the Central 
Valle7. 

1. Clair Engle, The Central Valley Pro.1ect - Operate, lot :aix It, a speech 
deliTered at Chico, california, September 24, 1952 
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Opposition to the Engle Bill 

Opposition to this proposal has been expressed by proponents of purchase 
of CVP and to a certain extent by irrigation districts, which haTe gener
all1 supported neither state purchase nor state operation. Representing 
the California Farm Jhreau Federation, which supports cash purchase, Mr. o. 
v. Fillerup observed, •LeaTing aside the legal and constitutional objections 
to the state or some other agency of the state acting as an agency of the 
federal goTernment, all that would happen in such case would be that the 
state would accumulate all of the grief and obtain no advantages wbatso
eTer. The water users of the state would still be at the mercy of the va,. 

ter rights interpretations ma.de by the Jhreau of Reclamation.•1 

The irrigation districts ha.Te expressed a belief that onl1 duplication 
would result from the Engle Bill. This belief is in line with the Tiews 
expressed by the American Municipal Association, which has stated that re
lations between local and federal governments should be conducted directly 
rather than through state agencies. 

State Purchase of CVP 
In 1944 and 1945 state purchase of CVP was promoted under the leader

ship of the State Chamber of. Commerce. Support for the idea continued 
throughout the years, presented particularly before the Calitornia Joint 
Legislative Committee on Water Problems. Finally on June 20, 1952 the 
leading organizations supporting state purchase formed the Statewide Com
mittee for Caiifornia Ownership of the Central Valley Project. The com
mittee 1s composed of six representatives each from the sponsoring organi
zations: 

California State Chamber of Commerce 
Irrigations Districts Association 
California Parm Bureau Federation 
California Central Valleys flood Control Association 
.Agricultural Council of California 
Los Angeles Chamber of Commerce 

In 1951 the California Legislature requested the Water Project Author
ity to renew earlier studies and report on the legal and financial feasi
bility of state purchase.,. 2 The California Jndget Act of 1952 appropriated 

1. California. Assembly. Committee on Consenation, Planning,. and Public 
Works. subcommittee on the Central Valley Project, State ownership 
and or State ration of the Central Vall Pro ect· hearin in 
isalia, Calif. January 15, 1 

2. Cal. Stats. 1951, v. 2, ch. 1J5 



24 
$10,000,000 to the authority "for surveys and studies preliminary to state 
acquisition of the project upon a self-liquidating basis, and to pay the 
initial installments upon any agreement between the United States and the 

state for such purchase."1 

The Water Project Authoritz Reports 
Accordingly, the Water Project Authority presented in March 1952 a 

major report, Feasibility of State Ownership and Operation of the Central 
Valley Project of California, and followed it in 1953 with three additional 
reports.2 These reports contain the most specific information concerning 
the purchase proposals. 

The proposed purchase price for the project in these reports is shown 
in Table 4. This price is estimated on the basis of minimum repayment re
quirements for federal projects under reclamation law. It is assumed that 
flood control and navigation expenditures will be paid by the federal ~v
ernment and that power and municipal water investment will be repaid with 
interest at 2 and J percent respectively. Under installment purchase the 
irrigation investment would be repaid without interest, while under cash 
purchase it is assumed that the purchase price for irrigation investment 
vould be discounted in return for cash payment. 

1. California. Water Project Anthority, Preliminary Report.,.Relative to 
the Acquisition of the CVP (May 19, 1953), ~. 4 

2. California. Water Project Authority, Pro ess Re ort on Stu 
Posal of Electric Power Generated at Shasta Iwn Power Plant Feb
ruary 19, 1953); and Preliminary Report to the Galifornia Legislature 
••• Relative to the Acquisition of the Central Valley Project by the 
State of California· (May 19, 1953); and Report on a Complete Jfanage
ment survey in Connection with State Acquisition or Operation of the 
Central Valley Project of California (November 1953). As this summary 
is going to press, another report has just been issued by the Water 
Project Authority: Re ort of the Executive Officer on Status of State 
Ac uisition of the en r a e o ec ruary • s new 
report is based on the deve opments which occurred at a meeting held 
in Washington, D.C., November 1954. The meeting brought together re
presentatives ·or the Department of the Interior, Treasury Department, 
Corps of Engineers, Bureau of the Budget and the Water Project Author
ity. 

In the body of the report are two plans for ~tate take-over of 
the Central Valle1 PrQject. Plan A provides for a total payment to 
the United States of $215t~•OOO• This payment is to be approximately 
one half in cash and one fin 2-1/2 percent second lien bonds. Gash 
for payment to the United States and to establish an initial project 
reserve fund, which would be used to finance additional units of the 
Central Valley Project, would result from the sale of $115,000,000 first 
lien revenue bonds beariM an assumed interest rate of J percent. The 
project would be acquired July _11 1956L bond amortization would begin 
Jug 1, 1961 and be completed Juy 1 ~oo6. Costs allocated to non
reimbursable tunctions are set at $167~007.000 (practicall7 the same 
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When comparing the two methods of purchase which were studied, install

ment and cash purchase, the 1953 report of the Water Project Authority con
cluded: 

Under both purchase plans the eventual cost of the proj
ect would be practically the same. While interest would 
be paid annually on revenue bonds issued to accomplish 
cash purchase, and the installment payments on the irriga
tion allocation would be interest free under a deferred 
payment plan, the reduction of the irrigation allocation 
to a present value figure under the proposed cash purchase 
plan practically achieves equality between the two methods 
of purchase. It mey be noted that under both purchase plans 
all costs would be paid by the users of project water and 
power.1 

Financ1al Problems Involved in Purchase by the State 
The financial problems of the proposed purchase contain four elements: 

prospective revenues, operating costs, credit terms, and the price at which 
the federal government may be willing to sell. 

Prospective Reve™ 
Prospective revenues would come mainly from the sale of power and water. 

Of these two services, the authority considered increasing the rate of electric 

as the figure previously set by the Water Project Authority). 
Under Plan B, total payment to the United States would be 

$262,000,000 •. Approximately one half would be in cash and one half in 
2-1/2 percent second Hen revenue bonds. Gash for payment to the United 
States and for an initial project rese"e :fund would be provided by sale 
of $13?,000,000 first lien revenue bonds, assuming J-l/2 percent interest 
instead of the J percent used in Plan A. Costs allocated to nonreimburs
able functions are set at $54,o64,000 (a figure previously set by the 
Department of the Interior). The rest of Plan B follows the general out
line of Plan A. 

The two plans represent the limits between vhich the actual ter■s 
of acquisition are expected to fall. The report considers state acqui
sition to be financially feasible over the entire range of conditions 
represented by Plan A and Plan B. 

Previous contracts made with water users are to be taken over by 
the state, and while the ril?hts of the users under existing contracts 
would be respected, the state considers it necessary that such contracts 
be re-negotiated. This vould do away with the controversial 9(e) con
tracts used at present by the Jhreau.of Reclamation. Power users would 
continue present contracts until the problem of renewal arose. At that 
time new contracts could be made setting fair rates, and an assurance of 
preference to public agencies in the negotiation of the contracts. 

The report concludes by recommending that current negotiations with 
the a~propriate federal departments and agencies be continued during the 
1955-56 fiscal year, and that adequate funds are made amilable. 

1. California. Water Project Authority Report on a Complete ~ment ffi
vey in Connection with State Acquisition or Operation of teCentral
ley Project of California (November 1953), p. 33 
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TABLE 4. CALCULATION OF PROPOSED CVP PURCHASE PRICE BY CALIFORNIA WATER 

PROJECT AUTHORITY 
(Note: Includes initial features and Folsom; excludes Sly Park, Delta 
steam plant, Sacramento canals. Assumed purchase date, January 1, 1955.) 

Total CVP Construction Cost •• 
Less accumulated net CVP 
revenues thru 1954 ••••• 

• • . . ••• $456,156,000 

. . . . -48,312,000 

Equals unrepaid construction cost. • • • • • • • $407,844,000 
Less non-reimbursable costs for 
flood control and navigation •• . . . . . 

Equals unrepaid reimbursable cost 
(proposed installment purchase price) •• 

Less discount at 3.% for cash payment 
of interest-free irrigation allocation 

. . 

• • 

•• -100,087 ,ooo 

•• $307,757,000 

• • -96,276,000 

Equals proposed cash purchase price ••••••• $211,481,000 

Source: California. Water Project Authority, Preliminary Report ••• Rela
tive to the Acquisition of the Central Valley Project (May 19, 
19.5.3), p. 30-.34 

power, having decided that irrigation water rates were about right. The 
authority estimated the rate of power should stand around 7 mills rather 
than J.59 mills which is the present bureau rate. This would represent 
an increase of 95 percent above present rates and accounts for most of the 
differences in revenue estimates of the two agencies. 

In the estimates of revenues from irrigation water, no mention is 
made by the authority of possible reduction of rates in times of finan
cial hardship for fa.niers as is permissible under present water contracts. 

Operating Costs 
Operating costs as estimated by the water Project Authority are al

most identically the same as those estimated by the l3oreau of Reclamation, 
indicating that no operating economies are foreseen by state operation. 

Credit Terms 
Under the cash payment plan, the estima.tes assume that state CTP reT

enue bonds could be sold on ihe bond market at an interest rate of 3 per
cent. Subsequent information developed by the California Assembly Interhl 
Co•ittee on Conservation, Planning and Public Vorks shows that this ass1111.P
tion 118J be oTer-optimistic. Interest rates of J-1/2 to 4 percent may be 
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required, with the further proviso that advance contracts for the entire 
output of project water and power should be signed. This would in turn 
make purchase of the project more costly and would slow down construction 
of the needed additional units, providing similar terms of finance were ap.. 

plied to future units. 
Installment purchase would not offer the same difficulty since credit 

terms would be established by the federal government not by the bond market. 

Fed~_rJtl.a.i.ce Set on the CVP 
/ . The price on which the federal government might be willing to sell is 
~ unknown. Four factors are involved in determining the amount. 

l. One question is whether or not the President and Congress will 
grant to California the benefits of federal reclamation financing without 
requiring the enforcement of federal reclamation policies. Specifically 
the question is whether the irrigation investment is to be interest-free. 
If not, purchase of the project would not be feasible without either an in
crease in rates for project services or use of other sources of state revenue. 

2. If these interest-free reclam.tion financing benefits are granted. 
there remains the question of the interest rates to be used for the discount 
of irrigation investment under the cash purchase plan. or to be paid by the 
state on pover and municipal water investment under the installment plan. 

J. There is the question of hov much the federal government vill agree 
to allocate to nonreimbursable costs on behalf of benefits to flood control 
and navigation. A high allocation vould result in a reduction of the pro
posed purchase price of the project. 

There has recently been a dispute between the Department of the Interior 
and the water Project Authority on this matter, vith the authority attempting 
to increase the allocation made by the Department of the Interior. 

Such allocations had previously been based on the principle of charging 
to nonreimbursable functions the maximum that could be justified. In 1954, 
hovever, a new national inter-agency cost allocation policy was adopted 
based on the principle that the economies of multiple purpose units should 
be distributed equitably among all functions. This new polic7 resulted in 
a substantial reduction of the allocation for the CVP vhicb, if maintained. 
would in turn increase the tentative purchase price of the project. 

In 1953 the reports of the Water Project Authorit7 had mde its own 
cost allocation increasing nonreimbursable items to $100.087.000 for the 
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CVP including Folsom. The new national cost allocation policy of the Depart
ment of the Interior produced an allocation of only $54,o64,000 to nonrei .. 
bursa.bles. 

On July 23, 1954,in connection with revised proposals for state acqui
sition, the authority changed its allocation to $105,113,000. The grounds 
for this increase were two: (1) The fact that the final construction cost 
of Shasta Reservoir exceeded by 2.44 percent the estimated cost; (2) flood 
control allocation for Folsom Reservoir was increased by $20,735,000 based 
on higher flood control benefits computed by the Corps of Engineers on De
cember 31, 1953. 

4. There is also the question of what is to be done with possible sur
plus revenues which can be earned by continuation of water and power charges, 
over and above operating costs. Whether this potential surplus is in fact 
realized and if so whether it accrues to the federal or state government 
has meaning in terms of the financial feasibility and responsibility of fu
ture construction. 

It has been estimated that the initial units of CVP plus Folsom and 
Sly Park will return their capital costs in less than 50 years after com
pletion. Revenues thereafter would provide a net income of $11,794,000 per 
year. Under federal ownership any surplus realizable from the initial units 
could contribute to repayment of the enlarged project as a whole. 

Additional units are being added whose financial fea~ibilit7 depends 
on their financial as well as operating integration with the lower cost 
existing units. This is illustrated in the discussion of the financial 
analysis of the Trinity and Sacramento canals (see Table)), and the same 
1s true of the proposed San Luis Unit. Without the availabilit1 of poten
tial surplus revenues from the low-cost ~its, expansion of the CVP is se
verely Umi ted. 

Under state purchase, as presented by the Water Project Authortt1, sur
plus revenues over and above negotiated repayment to the federal government 
would accure to the state. The state might use them to support nev units 
or it might reduce rates to users of water and power from the low-cost units 
as soon as capital costs of those units bad been returned. The reports.of 
the Water Project Authority do not state what course is to be followed. 

If the federal government is expected to have any- responsibility for 
the financing of additional units or projects in the.Central Valle7, it DBJ 

well consider that the factor of possible surplus reTenues should be taken 

into account in the determination ot a sale price. 
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Excess land Provision and State Ta.k.e-Ofer 

Although the Water Project Authority reports have been concerned chief
ly with the legal and financial feasibility of state purchase, certain of the 
more controversial issues relating to operating policies are also discussed. 

One of these controversial issues concerns the marketing of water. The 

9(e) contracts used by the Jhreau of Reclamation are of the utility type pro
viding for the sale of irrigation water for a forty-year period without per
manent legal water rights. The authority's feasibility report states that 
such contracts would naturally be assigned to the state. The district would 
then be given the opportunity to substitute contracts if it so desired," C 

To provide for this possibility an alternative financial arrangement 
was suggested for state purchase wherein part of the purchase sum woUld be 

raised by local irrigation districts to cover their share of capital costs 
of the project. Thereafter the district would only pay an annual charge for 
operation and maintenance. 

Another of these issues is the famous excess land provision of the rec
lamation law. Under this law, irrigation water service from reclamation 
projects is limited to 160 acres for each ind.iTidual (320 for a man and wife). 
The acreage limitation bas been part of federal reclamation law throughout 
its history and represents a continuation of federal farm policy previously 
expressed in the Homestead Act. It is defended as promoting a desirable form 
of rural society, providing opportunity for future farmers of the west, and 
restricting the amount of benefits of federal subsidy which may be enjoyed 
by any one individual. The acreage limitation in this way helps to justify 
federal reclamation expenditures. 

The authority's reports seem to indicate that the excess land provisions 
would not be applied unless required by Congress as a condition of state 
take-over. The authority assumes also that only the central units of the 
project, those already constructed, would be purchased. Under this arrange
ment, the excess land provisions would still apply to districts for which a 
local water distribution system has been constructed by interest free federal 
funds. This is one reason why the authority believes that an act of Congress 
would be required to authorize transference of the project. 

Terms under which the state would be willing to reduce irrigation water 
rates in times of fa.rm financial hardships, as permitted at the discretion 
of the Secretary of the Interior under federal reclamation law and the pres
ent CVP irrigation water contracts, are not discussed. 

On the controversial issue of power mrlreting, the Water Project Au
thority financial analyses asswae the sale of commercial power at full market 
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value rather than at a price based upon project power costs as is pres
ently the case. 

Construction of Additional Units of CVP 
Ally discussion of state take-over must consider who is to be respon

sible for future construction and coordination of additional units with the 
existing project, both in physical operation and in finance. The Water 
Project Authorit7 does not feel that state acquisition of existing units 
will bar future federal assistance for construction of additional units. 
No proposal, however, is found in the report as to whether, or how, addi
tional units might be financially integrated into the existing system. 

Current Negotiations With the Federal Government 
Recent negotiations with the federal government for state purchase of 

CVP were opened by the California Water Project Authority in a letter of 
September 11, 1952 to Secretary of the Interior Oscar L. Chapman. The let
ter requested a conference for the purpose of discussing the authority's 
feasibility report. On November 10, 1952 Mr. Chapman indicated his interest. 

' . 
A ~hange of secretaries occurred the following month and negotiations were 
not resumed until May 1953 when the new Secretary of the Interior, Douglas 
McKay, met with Governor Warren and representatives of the California Water 
Project Authority. 

In a letter following the discussion, Secretary McKay wrote Governor 
Warren discussing some of the problems involved: 

Before a sale and transfer of this kind could be con
sumated, Congressional authorization and approval would 
be necessary. You at once recognize the amount of work 
and the time that will be involved in taking those steps. 
We must take as our starting premise that the Federal 
Government must be saved free from any financial loss, 
which means that the payment must be at least equal to 
the amount of the Federal investment plus any liquida
tion that might have taken place up to the time of the 
sale. Also the authorizing legislation would in all 
'{>robability have to be ~neral and broad enough so that 
1t would provide for similar sale and transfer anywhere 
in the United States.1 

Further memoranda from the Department of the Interior indicated the de
partment's belief that the project should not be broken up either physically 
or financially, since to do so might create administrative and operational 
difficulties which would disrupt the entire financial basis of the project. 
The department also gave some indication that arrangements could be ma.de to 
enable the federal government and the state to cooperate in the future de
velopment of the Central Valley's natural resources. 

1. Galifornia. Water Project Authority, Preliminaf' Report,.
5
Relative to 

the Acquisition of the Central Valley Project Ma.7 19, 19 J), Append.ix 
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PROBLEMS AND ISSUES OF STATE TAKF,..OVER 

Issues of project policy are important to the problem of state take
over. Debate is basically concerned with acceptability to California of 
present federal policy, and the possibility of federal assistance in the 
future development of the state's water resources. Federal and state pollcy 
must be correlated if both levels of government are to participate. 

The analyses of the California Water Project Authority have attempted 
to determine whether or not it is financially feasible for the state to 
take over the CVP. The authority's affirmative answer ls based on esti
mates of future revenues from the sale of water and power, and one of the 
most important assumptions made was that power rates would be increased. 

One of the major financial factors in the state purchase is the amount 
and reliability of future revenue. A problem emerges here in the form of 

. ' 

long term contracts which limit the ability of the state to raise project 
prices. The SMUD, for example, bas a forty year contract which takes rough
ly two-thirds of the dependable project power. The remainder of project 
water and power services offer uncertain revenue since not all the long 
term· contracts for them have been signed. This is 18,rtly the result of 
uncertainty regarding water rights, which are still under litigation. 

Power Policies and State Take..()yer 
Public power policies are another important issue in the state take

over debate. In general, those proposing that the state act as an agency 
for the federal government (the Engle Bill) have accepted federal power 
policies, while those who prefer direct state purchase have not. Only two 
months had elapsed after the signing of the contract between the .Iureau of 
Reclamation and the SMUD when the Statewide Committee for California Owner
ship of the Central Valley Project and two of it constituen\organizations, 
the Irrigation Districts Association and the California la.rm Du-eau Fed
eration, protested in hearings before the California Joint Legislative Com
mittee on Water Problems that CfP power rates were too low. 

The problem of power policies will probably continue eTen if the state 
does purchase the project. The issues inTolYed are (1) the price at which 
power should be sold, (2) whether preference·should be given public agen
cies, (J) whether publicly owned transalssion lines and supplementary steaa 

Jl 
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generating facilities should be constructed, and (4) whether hydroelectric 
generation by the publicly owned project should be extended beyond that 
which bas been developed at the major downstream reservo~rs. 

On the question of high vs. low power rates, the bureau has compro
mised, establishing rates sufficient to provide considerable assistance 
to·repayment of irrigation costs, but still keeping them below full mar
ket value in accordance with policies set by federal reclamation law. The 
bureau has actively sought to construct independent transmission and steam
generating facilities which, together with preference to public agencies, 
would reduce the cost of power to public agencies. This would offer com
petition to the private utility companies, who have opposed construction 
of the facilities. 

Prqposed Power Policies 
Power policies for the CVP under state ownership would be determined 

by the Gali:fornia Water Project Authority. Such policies have.not yet been 
fully expounded. In general, however, on the question of independent trans
mission lines and steam-generating plants, the state bas consistently sought 
Congressional appropriations for construction of such facilities from Con
gress as part of the federal CVP. 

On the question of power rate policy, state reports have called for 
sale of project power at full market value rather than at a price deter
mined by cost to the proje·ct. They have ·not proposed the development of 
upstream power by either the state or the federal government. As a matter 
of fact, the Water Project .Authority and the State Engineer opposed the 
suit of the Department of the Interior, which was seeking to reserve power 
sites on the upper north fork o:f the Kings River for development by the 
CYP take-over • 

. Excess land Provisions and State Take-Oyer 
The excess land provisions have stirred up some of the most violent 

controversies involving federal ownership of CVP. One o:f the objectives 
of state purchase is to abolish these provisions. Attitudes toward state 
take-over are influenced by attitudes towards the excess land policy. 

A strong statement of the case against acreage limitation ma, be 

found in Sheridan Downey's They Would Rule the Valley (1947), and the de
fense of acreage 11a1tation is concisel7 stated bf Pauls. Taylor 1n an 



'' article entitled •eentral Valle7 Project: Water and land• in the Western 
Political Science Q,uarterb, Volume 2, No. 2, June 1949. 

Since 1944 various efforts ha.Te been mde to remove these proT1s1ons 
from the CTP. In 1944 alid 1947 hearings were held on bills to exempt CVP 
from such a restriction but the proposals were turned down bJ Congress. 
Attempts ha.Te also been made to haTe the Corps of Engineers construct multi
ple purpose projects, but this too bas failed to remoTe the acreage li■it.. 
tion. 

The following list shows the division of opinion existing within ca11-
foraia. It lists organizations which 1D 1944 or 1947 supported or opposed 
continuation of the provisions as part of federal policy: 

supporters of Excess Land ProTisions 
.. Turm organizations 

State Grange 
Farmers• Union 
Western Cooperative Dairymen's Union 
Ga.lifornia Farm Research and LegislatiTe 

Committee 
Some local irrigation districts 

Veterans' organizations 
Veterans of Foreign wars 
.American Veterans• Comittee 
American Legion 
Disabled American Veterans 

labor organizations 
American Federation of labor 
Congress of Industrial Or~izations 

Religious Groups 
Federal Council of Churches 
Catholic Rural Life Service 
Council for Social Action of the Congrega

tional Christian Churches 
Protestant Home Missions Council 

·other 
League of Women Voters 
Some local chambers ot commerce 
Opponents of Excess Land ProTisions 

!arm organizations 
C&lifornia Farm Bureau Federation and a num

ber of local farm bureaus 
· Irrigation Districts Association and a naber 

of local irrigation and similar districts 



California Central Valleys Flood Control 
Association ·· _ 

Agricultural Council tor California 
Central Valley Project Association 
San Joaquin Valley Water ProtectiTe 

Association 

Business organizations 
California State Chamber of Commerce and 

local chambers of comerce 
Kern County Land Company 
Miller and Lux, Inc. 
De Georgio Fruit Corporation 
California State Agencies, California 

Water Project Authority 
Agricultural Extension Service, University 

of California 
For years the legality of such limitation has been challenged in the 

courts, the now famous Ivanhoe case offering perhaps_the best example of 
legal action. In this instance the Superior Court of Tulare County found 
the acreage limitation to be illegal. This decision is being appealed. 

, It is important to bear in mind the effect that rejection of these 
policies would have on Congress and its desire to support further recla
mation projects in California. It might be asked what Congress will _think 
of putting further federal funds into a region that has rejected part of 
the philosophy underlying the offer of funds. One point of view is ex
pressed by Congressman Oakley Hunter when he says: 

As a member of the House Appropriations collDDittee, 
it is~ opinion state purchase of the Central Valley 
Project would not place California in the position of 
surrendering any future federal appropriations for 
water and power resource development.1 

Opposing this point of view, California Senator Oliver J. Carter and 

Assemblyman s. L. Heisinger wrote: 
It is inconceivable to us that people of the other 
states will condone the expenditure of federal funds 
in California on the project unless there is some 
guarantee in the law providing for the expenditures 
that the benefits of the federal money will be widely 
distributed and the principle of free, economic oP,:. 
portunitJ for all will be preserred.2 

.1. California. Legislature. Assembly. Committee on Conservation, Planning, 
and Public Works. Subcommittee on the Central ValleJ Project, State 
Ownership and/or -~tate Operation of the Central Valle Pro ect: Hearin a 
in Visalia, Transcript of Procee iMS. January 1 • 19 • :p. . 

2. California. Legislature. Joint LegislatiTe Committee on Water Problems, 
Report.,,on Water Problems of the State of California {April 1, 1947), 
p. 98 
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Irrigati~n Contracts and State Take-OVer 
Irrigation districts. receiving or hoping to receive. CVP va.ter are pri

marily interested in whether the state could offer better irrigation water 
contracts than the Bureau of Reclamtion. 

The present 9(e) utility contracts have controversial aspects in the 
Jimilarity they present to the sale of water by a public utility s1stem. 
These utilit1 type contracts provide for the delivery of water for a fort7 
year period at a fixed maximum price. The7 .neither grant nor den, the right 
to permanent water service or the ownership of water rights. 

Opponents of these contracts argue that each district should receive 
a permanent right to a specified amount of water in return for the payment 
by each district of a fixed sum as repayment of construction costs, plus 
its appropriate share of annual operation and mlntenance costs. After the 
construction obligation bad been fUllJ repaid, the district would be en
titled to permanent water service in return for payment of only annual opera-

. , 

tion and maintenance costs. Support for state purchase of CVP bas been 
urged on the grounds that the Bureau of Reclamation bas declined to offer 
such repayment contracts for water supplied by the project (in contrast to 
the construction of irrigation distribution systems). State take-over it
self, however, would be complicated by the forty 7ear contracts already in 
existence. 

It is interesting to note that in 1935, when the Water Project Author
seeking to negotiate contracts in support of its application for a 

_.__....._t~.and loan for construction of the CVP by the sta~e, the au
ility type contract which specifically denied permanent 

water rights., 
The two types of contracts, utility 9(e), and repayment 9(d), have as 

their objective the recoTering of construction and operating costs which 
are to be paid by water users. Differences in the two types of contracts 
are as follows: (1) Under a utility t7Pe contract, the price per·acre-foot 
ls fixed. The project assumes the risk that costs of operation and main
tenance DBJ rise, whereas under a repayment contract the district would as
sume the burden of any increase. in operating costs and repayment would be 
recovered by the project on schedule in absence of default. (2) Under the 
utility type contract the district knows the total price it DDJ.st pay for 
water, but does not know vbat its share of the construction cost repayment 
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1s. (3) Under a utility type contract it is not necessaey to know total 
construction costs before long term contracts are executed. This is not 
true of repayment contracts. 

Definiti~n of Water Rights 
On neither the Sacramento nor the San Joaquin Rivers have the water 

rights of the CVP been adequately defined. On the San Joaquin River the 
water rights of the project-or. the project users--are being contested in 
the case of Rank v, Krug. On the Sacramento River, investigations are 
being conducted by the state, financed by the Bureau of Reclamation, in 
an effort to define the water rights of the various diverters from the 
river, 1n order to reach agreement by negotiation without resort to the 
courts. Similar problems may arise in connection with the American River .• 
The final determination of water rights will effect the revenues of the 
project, since it may become impossible for the CVP to supply water which 
has alread~ been contracted for without construction of additional facili
tie, at additional cost to the project. Until these matters are settled 
the financial status of the entire project will be uncertain, whether it 
is owned by the federal government or purchased by the state. 

Salinity Control and State Take-OVer 
When the State Water Plan of 1930 was being formulated, one of its 

most important objectives was to prevent further encroachment of salt wa

ter into the delta channels, a phenomenon that had already occurred in 
certain dey years. Since then the question has been asked from time to 
time, vho shouid pay for salinity control, whether effected by release of 
fresh water or by salt water barriers. 

Although salinity control is not nonreimbursable under federal rec
lamtion law, the aireau of Reclamation has not indicated that any definite 
measures would be taken on the subject of payments for salinity control 
or for water used in the delta due to the complexity of the legal situa::: 
tion. The federal government cannot terminate the benefits for lack of 
payment because the project itself would lose its supply of fresh water 
tor the Delta-Mendota canal. Unlike the state, the federal government . 
. lacks legal power to tax beneficiaries. In analyzing the revenues which 
might be available to meet the financial obligations of the project if 
purchased b7 the state, however, the Water Project Authority in its 1952 
report suggested an annual charge of $.,SO per acre against the delta land 
for salinity control. 

" 
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The problem of payment for the benefits of the CVP on the Sacramento 

River and the Delta bear on the state acquisition of CVP in two ways. First: 
there is the question of revenues available to meet the obligations of state 
purchase; second: there is the fact that increasing development of water re
sources will bring in water which had once seemed independent and make it 
interdependent. In dealing with these complexities, the state government 
can assess direct taxes and has to this extent greater powers than the fed
eral government. The state could use these powers in support of either state 

or federal projects. 

Management of the CVP if Acguir.§! 
Official negotiations for acquisition of the CVP have assumed that under 

state ownership the project would be managed by the existing state agenc1 
established for that purpose in 1933. Others, however, have suggested that 
control of the project should be confined to water users--and perhaps power 
users-of the project. Whichever approach is taken, serious problems arise 
~s to the most appropriate body not only for management of existing units 

. of the CVP but also for the development of additional units for which the 
existing project forms a nucleus. 

State Control and State Organizations 
If operated by the state under present law, the management agency of 

the project would be the Water Project Authority, an ex officio board of 
five members all chosen primarily for other responsibilities, three elected 
and two appointed by the Governor. The State Engineer is Executive Officer 
by lav rather than by choice of the members of the authority and therefore 
bas divided responsibility. While membership on the authority by high offi
cials of the state government may lend prestige, and may also provide acer
tain amount of coordination with the departments thus represented, this 
type of ex officio control bas been severely criticized by students of pub
lic administratio~, particularly where executive functions are involved. 

Members of the authority are necessarily chosen priiaa.rily for their fit
ness for.other tasks to which they J1Ust devote most of their energies. 
Groups most interested in water development, either on a state-wide or on 
a local level, are not necessarily represented. 

The Water Project Authority, moreover, is but one of J11BD1 California 
state agencies among whom responsibility for related water development is 
divided. 
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In the field of water resources, the power of the state is very 

loosely organized, being characterized mainly by a large number of boards, 
commissions, and departments. These organizations have resulted from a 
tendency on the part of the state to create separate agencies with limited 
jurisdiction to solve individual problems. Among these numerous agencies, 
no agency or individual official, including the Governor, can be held clear
ly responsible for leadership in policy or the formulation of a coordinated 
program. This dispersal of authority and responsibility effects the state's 
relations with the federal government as well as the formulation and exe
cution of its own policy and progress in the field of water development. 
The proposals for acquisition of the CVP increase the lttportance of good 
organization for water project management and planning, particularly if 
state acquisition implies that the state is to play an increased role 1n 

future water development. 
In recent years the reorganization of California water agencies has 

been recommended by the Governor, the Legislative Auditor and several com
mittees of the Legislature. Two principal recommendations have been of
fered: one, to create a unified department of natural resources, and the 
other, to create a department of water and power. 

If responsibility is to be clarified, either approach contemplates 
reduction in the number of independent boards and commissions, establish
ment of those retained as advisory rather than as decision-making bodies, 
and the placing of primary responsibility in a department chief account
able to the Governor and provided with sufficient authority to carry out 
his responsibilities. 

Local Control of the CYP 
Some water user organizations feel that if the CVP is taken OTer from 

the federal government, it should be mnaged by an agency representing the 
senice area of the project rather than the state as a whole. They fear 
domination by metropolitan areas who possess a majority in the Assembq 
and who -would not want to help finance something so remote from their re
gions. Local control could be provided by having the project IIIBD8.g8d by 

a state body sillilar to the Water Project AuthoritJ but with its meabeJ."

ship appointed or elected from the project service area, or by the creation 
of a super-district. 

... 

ll 

.. 
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Either method would raise questions as to the areas to be included and 

the interests to be represented. Not only water users but power users would 
expect to be represented in view of their financial stake in the project. 
Sacramento Municipal Utility District alone expects to pay the CVP the sum 
ot $287,500,000 in 50 years. This amounts to 86.7 percent of the total gross 
payments expe~ted from all irrigation water users in the same period. Du.ring 
this period power users (including SMUD) would pay 10 percent more than ir
rigation water users. 

There are also other interests concerned with municipal water, salinity 
control, navigation, flood control, fish and wildlife and recreational OP
portunities. In addition there is the problem of the limits of the areas 
from which water and power is obtained and to which it is delivered. The 
prospective addition of the Trinity River Division clearly involves north 
coast counties, and if, in the future, water is to be supplied via the Cen
tral Valley to coastal valleys and southern Calif6rnia, these areas would 
be vitally concerned. 

In 1948 the statewide water resources committee of the Galifornia State 
Chamber of Commerce considered the alternatives and expressed preference 
for state management as follows: 

The committee also repeats its former conclusion that 
the interests of the Federal, state and local groups 
will be best served by the operation of the Valley proj
ect by a State Agency •••• The available forms of local 
agencies which might be used include a state-wide board 
representing the entire State in all similar matters •••• 
In planning on the form of management under any local 
control a decision will also have to be mde in regard 
to whether the irrigation features will be transferred 
to a separate group than those band.ling the power fea
tures, particularly the sale of power produced by the 
proje~t not used for project operation.1 

Irrigation Districts and State Take-<>ver 

In the absence of the prospect of local control or of financial support 
from the state, and with no assurance that the price of water would be as 

favorable as at present, nearly all the irrigation districts represented 
at the recent hearings at Visalia opposed state operation or acquisition. 

1. Irrigation Districts Association of California. Water Econolllics Com
mittee, State Control of the Central Valley Project (No. 12, Dece ... 
ber 3, 19'18) 
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These views were stated by the Board of Directors of the El Dora4o 

Irrigation District: 
Before the Federal government came to our aid, the El 
Dora4o Irrigation District tried for over twenty years 
to get aid from the·State !n securing a water supply 
and entirely without success. Mr. Ed Hyatt who during 
this time was State Engineer finally asked the Bureau 
of Reclamation if they could not help us and finally 
the Federal government did come to our aid •••• We are 
very fearful in the light of past experience that we 
could secure help from the State.l · 

Conclusion 
Various aspects of the problem of federal and state politics in rela

tion to CVP have been discussed. To go any further would be beyond the 
scope of this paper. In general the problem revolves around a debate on 
the merits of the present policies of the federal government as against 
those which are anticipated under state control and around the financing 
of and the responsibility for future expansion of the CVP. 

· The picture of water development in California has grown in complexity 
since the State water Plan of 1930. Water rights must somehow be a4justed; 
ground water pumping must be geared to the design and operation of surface 
reservoirs; requirements of fish life in the Trinity River affect the avail~ 
ability of water to the San Joaquin Valley; downstream reservoirs increase 
the potentiality of upstream power sites; in turn the way in which the up
stream power sites are developed and operated affects the yield from down
stream reservoirs; etc. Institutions and policies adequate to deal with 
these many problems are needed, based on a recognition of common benefits 
and sharing of costs. 

It is.possible that the role which the federal government bas plaJed 
has retarded the development of adequate institutions within the state lev
el of go"':ermtent. Federal subsidy bas allowed water developaent to pro
ceed within the state without reconciliation of comon but also conflict
ing interests. If California acquired the project and assumed sole re
sponsibility for finance, construction, and operation of torther water 
development, such reconciliation might be necessary, with results which 

1. California. Legislature. Assembly. Committee on Conser,ation, Planning, 
and Public Works. Subcomittee on the Central Valley Project, State 
Ownership and/or State Operation of the Central Valley Project: HeariM! 
in Visalia (January 15, 1954), p. 66-67 
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in the long run might proTe to be of more value than a federal aid which is 
limited by the willingness of Congress to appropriate fUnds. 

On the other hand it has also been contended that the needed adjustments 
can be me.de more easily through federal control because it is more removed 
from the scenes of local controversy. Federal subsidy is desirable, from 
this point of view, not only from the obvious economic adwntage, but also 
because it eases the problem of deciding how the costs of such large water . 
developments projects are to be shared. 

Whether or not management and perhaps ownership of the CYP is trans
ferred to the state, it appears that both state and federal goTermnents 
will continue to be inTolTed in the development of California's water re-. 
sources, unless the state wishes to asswne the full financial and adminis
tratiTe responsibility itself. If it does not, then it may be willing to 
consider under what arrangement the respective powers of the two units of 
government might best be mobilized for the solution of water .development 
problems. 

Through the investment of trust funds, the use of general obligation 
bonds, and direct contribution from taxation, the state of California could 
finance adequate water development, but the necessary public approval is not 
a_pparent. The federal government has relatively greater borrowing capacity 
and can determine·the terms of credit to itself; political support for na
tional resource development is a well established tradition. 

On the other hand the powers of the state to collect from local and 
regional beneficiaries and to regulate all private and public ve.ter proj
ects in accord with a comprehensive plan exceed those of the federal govern
ment. While the federal government is limited to voluntary contracts for 
repayment or for the sale of project water and power, the state can tax 
statewide benefits through general state taxation and establish special 
tax districts for local benefits conferred by the project. These important 
powers of the state might be used either to support state water develop
ment, or to support and coordinate both federal and local projects. 
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