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4 B‘inance. published 1923 and presenting Information sg of Dec. 31, 198 It h
e Informaticn on irﬂgaﬂon diniriets for the 17 Western Bta.tes dowz to Dec. 31,
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other Btates, by officers of Individesi stricts, and by ﬂ:!gmeem attormeys, bond dmeru.

and others actvely connected with lrrigation district
i. . . A Italie nombery in parentheuea cefer to Literature Clted, p, D2,

5B477—81.
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" The unfavorable agricuitural mndltlonst.hat have 'pfevailed' ginee -

~ the publication of Department Bulletin 1177 have affected many
irrigation districts adversely and have led to less favorable showings
for certain groups than in 1921. Other groups, on tne contrary, have
maintained their 1921 standing. While developments of recent years
hsve shown a large nuinber of distriéts te be unfeasible aceording to
_present-day standards, the usefulness of the district as an operating

organization or as-a means of effecting development for whick & real
need exists, has not been impaired.

SCOPE OF BULLETIN

The data in this bulletin, with exceptions noted below, refer only
to districts organized under the Wright Act of California, as
amended and reenacted, and to the ivrigation-district statutes of the
other 18 Western States based upon the Wright Act. .

Montansa has irrigation districts of two classes %;werned by sepz-
rate statutes. The older class is independent of the Montana Irri-
gation Commission ; the other is under its jurisdiction. There is no
other distinction, and until 1929 districts of the first class could
elect to join the second. Both groups are included berein.

- Texas has several kinds of districts concerned with irrigation,
the most important being Water-imgrhmvement districts and water-
control and improvement districts. e laws governing water-con-
trol and improvement districts go far beyond the scope and purpose
of the original irrigation district law. Nearly all such districts
formed te the present time, however, are primarily irrigation proj-
ects, and a number of water-improvement districts have assumed
the status of water control and improvement districts without alter-
ing their main purposes. The present situation is such that a sepa-
ration of these groups in this bulletin would be impracticable.

Several other States have districts concerned with irrigation, in
addition to irrigation districts, their status being less closely inter-
woven with that of the oriﬁinal irrigation districts than in the Meu-
tana and Texas cases cited. Their activities are referred to under
Irrigation District Development (p. 70), but data concerning them
are not otherwise included.

DEFINITION AND ATTRIBUTES OF THE IRRIGATION DISTRICT *

The irrigation district may be defized es a public or quasi munic- ¢
ipal corporation organized under State laws for the purpose of
providing a water supply for the irrigation of lands embraced within -
its boundaries, empowered to issue honds, and deriving its revenue
primarily from assessments levied upon the land. ' Y

The fundamental attributes of an irrigation district are:

It is a public corporation, a political subdivision of a State with
defined geographical boundsries. It is created under authority of
the State legislature through designated public officials or courts at
the instance and with the consent of a designated fraction of the &
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" landowners or of the citizens, as the case may be, of the Pparticular
~territory involved. Being public and political, the formation of a
: . district is not dependent npon the consent of all persons roncetncd,
 bat miy be brquigﬁ'_about against the wishes of the minerity. * In
- this respect the district differs fandamentally from the voluntary
- mutusl company and the commercial irrigation company® -
It is a cooperative undertakiig, 2 self-governing institution, uian-
aged and opersted by the landowners or citizens within the distriet.
‘Supervision by State officials is provided for to the extent of seeing
* that the laws are enforced, and in most States is extended in greater
or less degree over organization, plans and estimates prior to bond

. isswes, and construction of works,

Tt may issue bonds for the construction or acquisition of irrigation
works, which bonds are payable from the proceeds of assessments
levied upon the land. _

Hence, it has the taxing power. Each assessment becomes a lien
upon the land. While the ultimate source of revenue therefore, is
the assessment, an additional source frequently provided for is the
toll charged for water. OQther revenue may in some cases be obtained
from the sale or rental of water or power to lznds or persons outside
the district.

Finally, the purpose of the irrigation district is to obtain & water
supply and to (fistribute the water for the irrigation of lands within
the district. Additional authority is granted irrigation districts,
almost without exception, to provide for drainage. In some States
districts may also develop electric power. These sdditional powers,
however, are subsidiary and are intended to make more efective
the principsl function of the organization, which is to provide irriga-
tion water.

F?r)a full discussion of the lsgal nature of the irrigation district,
see (9). :

PRESENT STATUS OF THE IRRIGATION-DISTRICT MOVEMENT

The location of active irrigation districts is shown in the map of
the 17 Western States whic% have irrigation-distriet laws. (Fig.
1.) The cumalstive chart (fig. 2) shows the growth of the district
movement through the 42 years of district activities extending from
1887 through 19928 and ‘the proportion of districts now sctive.
Table 1 gives the numbet of districts formed in each State each year,

arronged in the order in which the several irrigation-district scts
were passed, - .

su' The constitutfonality of the Irrigation district lsw was uphe:IBd :5 the United States
Tl

teme Conrt in the case of Faithrgok Irrd £ 3 , 3 .
decioed Nov: 26, 3050 gatiun Distriet o ey, 184 U. B, 112

v
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Frouzm 1—Location of all active irrigation districts in the Unlied States Decembet
31, 1928, Inactlve districts, even though legally ziive, are not Jincladed
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TABLE 1.~Irvigation districls formed in 17 Western Siates to December 81, 1928,
by years
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! Irtigntion district act passad.

. The origin and growth of the district movement are discussed
under Irrigation District Development (p. 76). In certain sections
this movement is less important row than it was 10 years ago, For
example, few cf the districts formed or projected in Utah during
and immedistely following the World War are now active, and there
the mutual company remains the outstanding form of community-
irrigation organization. In some other States, on the contrary, the
district movement has assumed really remarkable proportions. On
the whole the wider market for district bonds as compared with that
for securities of other irrigation enterprises has resulted duricg
much of the present century in & rather consistent trend to the dis.
trict from other forms of organization, such as the commercial com-
pany and the matual compang, for the purpose of financing more
‘and more costly extensions and improvements. This trend, coupled
with propossls for new development, has given the district an in-
creasingly important place in western irrigation affairs. This is true
as to number of organizations, ares covered, and capital invested.
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" ‘Table 2 gives the areas of all districts in each State at the end of
1928, classified by activity status, and the areas to which the districts
. delivered water in 1928, -

Tamim 2—Areas in {rrigation districia organized fo December 31, 19887

Actlve districts
ATproxs
imnte

. Under con- Preliminary
Operating stretion stage

MNum-f Trrigabla [Nuom- Trrigable |Nym-
‘her areas her | areas | her

3
-3

Norily Dakota
Lo R,
Bonth Dakots
T

Bl Bl w0 BEBNEIS

b 5
1,416,812
32% ggg 80, 484

7,808
Totaloneramomean 158, m[ [ 3,219, 651

SR B REREE

£B7,
218, 534
10,311, 098

&

Infctive districts

- oot
h'i:} ™. otner
7 nized districts

|
Num- : Num-| g eone
her

]

i

88

cn:bv-ggg-l
Lt
[5)
¥4

B aBY

g?ﬁﬂgﬂg§§
BESSSEREEEEEN

Ti 3,000 578, 600
17, 280 ‘25,000

10, 495 20, 000
8. 560 17,730
5,504

-
3
-

=i
aBRaB

Total eenee—--n| I 834,204 72,300 | 85| 2,735,383 | 402

1 This table does not Inclzde lacal iiprovernent districts, bat does inclnde the 2 [iyigation Jateral dlstricts
in Tdeho as they are organired as Independent irrigntion districts.

1 Exeiusivo of 191,446 acres In Mexico Irrlgated by Imperial irrigetion district,

VExclusive of 51,340 acres irelgated in 3 districts, each owning Ininerity etock in Farmers Reseevolr &
Irrigetivn Co., the company deliverlng the water. s

i Kxclunlve of 380,000 acces irjgated with water stored by American Falls Ressrvoir district and delivered
through other enterprises,

The areas shown for active districts are the irrigable areas, upon
which operation and financial reqnirements are brsed. These areas
are almost invariably less and frequently much less than gross areas




. --eral the best obtairable. For inactive districts ¢
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irrigable areas with pretision, but the fizures re]g:‘rrbe_d are in gen-

e areas shown in
‘Table 2 are the irrigable areas where available and otherwise the
‘gross areas. Many of the prejecis now inactive were never carried
to the point of determining irrigable aress. )

Districts shown in Table 2 as operating districts are only those
which are operating their own irrigation systems. Districts classed
as in preliminary stage are not operating systems mor doing con-
strection work, but are maintaining active organizations; if organ-
ized some, years ago, they have at present reasonable expectations
that plans for beginning construction or taking over existing works
will mature. Districts on Federal reclamation projects which have
not yet assumed actual operation of the irrigation systems are placed
_ in this elass.

Areas to which districts delivered water in 1928 are not necessarily
the total areas irrigated within irrigation districts. This column
purports to show only the performance of the districts themselves
with their own operafed systems. It does not include areas within
districts irrigated from systems operated by other agencies, such as
the Bureau of Reclamation, and therefore shows no areas for North
Dakota and South Dakota where the active districis are still in this
status. Nor does the column include areas irrigated solely from
private pumping planis or other means of original diversion mot
controlled by the gistriet. Areas irrigated from individual pump-
in¥ Plants within the few irrigation districts which have been formed
solely to provide power for such plants are, however, included.

SIZES OF OPERATING DISTRICTS

The range in size of operating irrigation districts within each
State ig given in Table 8, .

TawLE 8.—Range in size of dlatricts hy Ntates

Btates Largest | Bmalleat | Averags States Largest | Smallest | Average
' Acres Acren Arrea Acres Acres | Acra

Arizong, .ooeoe____. 40, 963 M6 13,071 || New Mexico 4 15,000 3,972 9, 503
Celiforala_ ... __.. . 557, 000 288 35,374 || Oregon._ 46, 840 204 8,005
Coloraton. . o cannnn. 82, 600 19, Texas._._ , 000 2 800 24, 438
fdaho 135 ) 20,357 || Ttah., _____ 37, 200 4,860 | 11,785
NRSRTII RE R | SRR S OO A
Nebruaka_ ... ___ ¥a e ——— iy 10
Noevada. . oo 160,000 | 100,000 | 130, 000 & &

t This s an Irrigation Interel district. The smallest ariginsl district (n Tdaho contains 190 BLTEA,

The wide range in size of districts in some States is apparent from
these figures, (/gaiifornia has eight operating irrigation districts con-
‘taining more than 100,000 acres each, the largest being Imperial irri-
gation distriet. Awmerican Falls Reservoir district is the larges}
ospemtin district in Ydaho and the second largest in the United
tates. The two smallest, each containing 35 acres, are Artesian
irrigation district, Washington, and Middle Weiser lateral irrigation
district, Jdaho. Washington is distinctive in its large number of
small irrigation districts, 39 of the Y8 operating districts in that
State containing less than 1,000 aces each. :

- mthln digirict boundaries. It was not always possible to determine -

-~
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Texas has two districts exceeding 100,000 acres in the ge}jmjnary

stage, and Arizons, California, Montana, Oregon, and asbjnﬂz
have one each. Districts now inactive, with gross areas exceedi
.100,000 acres, have been formed in California, Colorado, Oregon,
Texas, and Washington.

REASONS FOR SUCCESS OR FAILURE
ELEMENTS OF ECONOMIC FEASIBILITY

The successful irrigation districts are those in which, in addition
to securing and distributing water effectively, annual income is
derived from the soil year after yesr in amounts sufficient to pay
interest and maintenanee and operation charges promptfly and fo
retire the principal of the bonds at maturity. such condifions
obtain, the project is said to be economically feasible. The experience
of irrigation districts has shown that economic feasibility depends
upon (1) productivity of soil; (2) sufficiency and stability of water
supply; (3) soundness of construction and adequacy of service of
irrigation and drainage works; (4) settlement of %he land by farmers
of character, ability, and means; (5) availability and capacity of
markets; (65 reasonableness of capital and operating charges; and
&’f } allowance for a wide margin of safety, or permissible cost, abova
the charge determined upon as reasonable, which the lands must be
able to bear if the project is to be considered feasible.

The sixth and seventh elements together depend directly upon the
five preceding ones and become the final measure of economic feasi-
bility. Changes in the physical and economic conditions involved in
the other elements necessarily affect the annual charges in greater
or less degree, either by way of increasing or decreasin% the absolute
costs or by changing the relative capacity of district lands to bear
the fized costs. %Ience, & given annual charge may be reasonable at
one time under a certain combination of conditions yet may prove
unressonably high at another time under entirely different condi-
tions. There is no formula by which economic feasibility may be
unalterably determined. Nevertheless, soil, agronomic, and engi-
neering determinations may be carried to z satisfactory degree of
refinement, and the need for a proposed development may be judged
on the bagis of physical and economic conditions and trends evident at
the time the project charges are under consideration, with a wide mar-
gin of safel;‘y to allow for unfavorable changes not then foreseen, Ex-
perience of the 10 years following the World War shows all too
clearlyi the necessity for laying more stress upon this seventh funda-
mentai.

Types of agriculture may and do change. It appears that certain
new districts capitalized on the basis of high-value crops would have
been better off if their financing had been based altogether upon the
;grobable returns from lower-value crops of proven adaptability.

hat done, the prospective ultimate establishment of a type of agri-
culture promising greater profits would tend to a sounder develop-
ment and thereby enhance the security for the distriet’s bonds.

L

CAUBES OF FAILURE

Past causes of feilure of irrigation districts may be reduced to the
following general classes:
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- OPPOSITION OF LARGE AND INFYLUENTIAL LANDOWNEHS

- ‘Some of the earliest districts me¢ disaster or at least years of ob-
struction because of the inclusion of too much land belonging to
persons opposed to district organization. This cause of failure,
while still to be reckoned with, is not so pronounced as it was some
years ago.

INGLUSION OF UNPRODUCTIVE LANDS

Inclusion of large areas of land incapable of hearing their share
of the burden of taxation has resulted in considerable trouble, It is
the ares that is actually irrigable and capable of producing satisfac-
tory crops that in the last analysis is responsible for the distriet
debts, This is true from the standpoint of bondholders in any event,
and also from the standpoint of assessment )}l);zyers in the iar%e num-
ber of States which provide for general liability of all lands for pay-
ment of obligations. So-called shoestring ” and “spotted ® de-
velopment, resulting in disprogortionate maintenance and operating
expenses, has likewise been unfavorable to stiecess.

efore public lands were made liable to inclusion within irriga-
tion districts, some districts which had placed toe great dependence
upon the voluntary incorporation of such areas found themselves
embarrassed by the lack of revenue therefrom.

INADEQUACY OF WATEE SUPPLY

Inclusion of more land than could be adequately irrigated with
the available water snpply has been a fruitful source of trouble to
districts. Remedying such a situation necessarily involves & higher
acfeage cost than anticipated, either by securing additional snpplies
of water for the entire srea or by eliminating portions of the dis-
trict and concentrating all the water and all the cost on the remain-
ing portions. In some cases this has not been fatal, but the wide
-margin allowed in other cases between the early productive value of
the land and’the cost of the irrigation system has been suficient

to cause failure.
) EXPLOITATION

A condition frequently found in irrigation districts promoted for
profit has been the unduly large difference between the actusl cost
of construction and the price the settlers had to pay. For example,
2 gystem costing, say "$30 per acre, has sometimes been sold to or
built for the settlers for $75 per acre, the difference of $2@ per acre,
or one-third of the bond issue, constituting prometion profiis. Leg-
islative attempts to prevent overcapitalization by providing that
bonds should not be disposed of for less than 90 or 95, or even par,
did not hinder promoters from placing excessive valuations upon
the works and trading them for district bonds at what purported
o be a legal figure. ’Fhe difficulty with such an overcapitalized dis-
trict was that the additional charge of $25 per acre sometimes repre-

.sented the difference between suceess and failure. .

ENGINEERING DIFFIQULTIES [

Unwise location of irrigation works, faulty design and constroe-
tion, poor choice of materials, disaster to irrigation works, and

S4TT—31——2
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" unduly ‘heavy maintenance and o] fatioq chﬁag-gea hé.ve been re-
sponsible for some of the troubles of irrigation districts. -

SLOW BATE OF BETTLEMENT OF LAND

. Settlement of sufficient land to provide revenue for d\1\ “ict Te-
‘quirements is vital to the success ofp any irrigation district. -.rriga-
tion enterprises of ail types are dependent for eventual success upon
the same thing; but the method of financing an irrigation district
through the disposal of bonds makes the rapid settlement of land
especially. important, for the district is dependent upon its own
efforts for money to operate the system snd must in addition pro-
vide for interest paymenis on bonds. Capitalization of interest on
the bond issue eases but does not wholly relieve the situation. It is
essential that the districts become self-supporting quickly. Coupled
with such necessity is the need for having the right kind of settlers
from the standpoints of integrity, industry, adaptability, and finan-
cial resources. Lack of adequate land occupation by caﬁ)able' and
well-equipped settlers or of a workable colomization plan has been a
source of trouble in & number of districts and has prevented the
financing of others. o

OTHER CONDITIONS CONTRIBUTING TO UNREEAMSONABLY HIGH ANNUAL CHARGER

Conditions listed in the foregoing paragraphs have resulted in
adding to the charges which district lands would otherwise be called
upon to gag. Other contributory causes of expense have been aggra-
vation of drainage difficulties, internal dissensions, graff, and poor
management. Probably the main eause of trouble since the late war
has been the general agricultural situation. This had the dual effect
of reducing the demand for farm products upon which annual
charges had been based and, by interfering with anticipated settle-
ment of land, of rendering the charges even more burdensome to
Erojeets capitalized on a war basis, A most vicious circumstance has

een, in some eases, a weakening of the morale of assessment pay-
ers and a consequent growth of the idea of avoiding payment of
obligations. A feeling actually prevailed in some quarters that dis-
trict creditors should share with landowners the burden of post-war
deflation. Irrespective of the justice of such an attitude, the results
are unfortunate from every standpeint. -

The fact that irrigation districts have been prganized and financed
under conditions conducive to failure has been due in no small degree
tc overoftimism of landowners; snanipulations of promoters inter-
ested only in their own profits, connivance of certain bond houses
absence or insufficiency of official restraint, failure on the part of
investors to discriminate bstween sgeculative and nonspeculative
bonds, and failure on the part of those in charge of the district
financing to allow sufficient margin for contingencies,

WHERE THE DISTRICT HAS SUCCEEDED

Some district enterprises in which the security for the bonded
indebtedness remained to be created have attained sutcess becausrs
they have combined the features necessary to rapid development of
the land and production of income. But the proportion of districts of
this type that have proved successful from all standpoints iz small in
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" comparisén with the proportion of successtul districts in which at

. least & fair amount of the security existed at the time of crganiza-
tion. Supplemental development of itself does not insure adequicy.

‘of the security, as js evident from the numerous eases in which

. districts formed to take over and extend existing systems have added -
.- impossible burdens to lands already in a fair state of cultivation.

- Nor is the value of the lands at any particuler time a safe measure
of the security, in as much as land values change and their earning
capacity varies with the demand for farm products to which they
are adapted. While construction of entirely pew irrigation works
£.oes not necessarily iioply & speculative district enterprise, yet the
status of distriets formed for the several classes of irrigation develop-
ment, as shown in Table 4, page 14, indicates clearly that districts
formed primarily for supplemental development have more generally
attained their ends. Furthermore, ss shown in Table 5, page 15, the
class of districts formed for extensions, betterments, and other sup-
plemental purposes has provided relatively many more cases of
perfect records in payment of bond obligations than have the groups
organized for new construction. SupEIementaI development implies
some prior development through which values have been created and
irrigation works constructed and put into operation, together with
a certain amount of income already aceruing from irrigation. - As
the irrigation district is dependent upon revenue, it has followed that
conditions making possible immediate and adequate revenue have
gone far toward insuring financial success. Supplemental develop-
ment naturally has more often embraced such conditions. \

As a peneral rule, therefore, the suceessful districts have been
those formed for purchase and operation by the landowners of con-
structed systems which were ¢ going concerns,” for extension of
existing &ystems to cover adjacent unirrigated Iands where the cost
of extension has not been so far out of proportion to the original
cost as to cast an unduly heavy burden on the entire dl:u-m]'ectJ for
improvement of existing systems, for dproviding needed additional
amounts of water for alveady irrigate
the United States on Federal reclamation projects for payment of
construction and operation costs and for eventual o eration, and
for building new irrigation systems in sections alrea&)y productive
uinder dry- arminﬁlmethods where develogment of irrigated farms
-ltag followed rapidly or where the cost o irrigation has been kept
within the earning capacity of tracts partly irrigated and partly
dry farmed. In any event, the irrigation districts that have kept
up their payments of interest and principal have heen these older
districts with Jow capital and operating charges and those more
recent ones that have had substantial reserves to tide them over
the postwar depression. :

THE OUTLOOE ¥R DIGTRIOT BUCCERE

Irrigation-distriet history records several cycles with stages some-

what as foilows: (1) Limited financing of sound projects, (2) good .

- records of districts in mesting obligetions, (3) building up of an
activa bond market, (4) expansion of development, both sound end
.unsimgd, (5) defaults, and (6) tightening or collapse of the bond
- . market, _

lands, for contracting with
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Each cyéie has left its failures and defaults, but at the same time

" has resulted in an increasing progortion of bonds in good stending.
- Each series of district failures a

ds to the sum total of experience
in the possibilities and Jimitations of district oxganization .an? finane-
ing; something is leerned each time that had not been previousl
stiessed. ProEably the most important lesson of the postwar fail-
ures is the meed for mcre extensive determinations of ecopomic
feasibility, and particularly for the inclusion in the cost figures of
a decidedly larger safety factor than has heretofors been thonght
necessary.

A cycle has recently been completed, and district development is
in.a state of depression. If past experience may be relied upon as
a guide, -&evelofpment will be resumed when the financial situation
again becomes favorable.

*

The going concerns which are paying their debts indicate clearly
that the district is s proven institution for irrigation purposes. On
the other hand, the failures of the past decade show with equal
clarity that economic feasibility has not been suffciently stressed.
The reserve or margin of safety implied by economic feasibility
must. be large indeed if districts are to succeed in the face of agri-
cultural depressions. If the margin is small the districts deficient
in this reserve simply can not pay their way, and the public or

private investors are inevitably called upon to assume part of the

~cost of developmeut.

The purchaser of & bond with net yield of 6 per cent should ob-
viously not be expected to share the cost of developing the project.
He is an investor; not a speculator. When his investment is defi-
nitely in default, the wiser course is to make prompt adjustment, but
experience now indicates that such defaults are in large measure
avoidable. The desirability of a public subsidy for such situations
is a controversial matter and has no piace in the present discussion.
The point is that if district development is to continue without
asking the bond investors to share the cost, deficiencies in this vital
margm of security would seem to leave no alternative ofher than
public subsidies. .

PURPOSE OF FORMATION

The original purpose of the irrigation district was the construc-

tion of irrigation works. Although the Wright Act gave the alter-’

riebivé power of purchasing irrigation systeros, nevertheless it was
the need for new development fthat resulted during the first few
years in the formation of districts predominantly for the construe-
tion of new works. In fact, 41 of the 55 districts organized in
California.and Washington during the first seven years of the dis-
triet era were formed for entirely new development and 3 others
for. principally new development.

As time went on the distrief organization was employed for other
urposes, such as- the acquisition of existing irrigation works by
andowners who were dissatisfied with the management or who
thought that they might operate the system more economically them-

selves. It was also employed for the extension of existin%* systems

to include adjacent unirrigated areas; the improvement of existing
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-&ysters; or the dévelopment of additional supplies of water needsd
for Jate summer irrigation o y  —

s« by cominunities - already

- - served with & paitial sup-.

. -ply, a condition which often -

" eriges in sections under-
. .going transition to more in-

- “4ensive development. Al
~ of  these ptrposes presup-
- pose 4 certain’ amount of

_develdpment prior to the
district formation,

: All irrigation districts
" orggnized to the end of

1928 have been classed, ae-
cording to the purpose of -
their formation,(1)entirely
new development, (2) prin-
cipally new development,
and (3) (frincipally supple-
mental development or ac-
quisition of existing irriga-
tion works. The first class
inclides not only projects
. for reclaiming 100 per cent
raw land, but also those in
which some earlier private
development may have ex.-
isted, though of little or no
consequence in the g)roposed
plans. The second class is
intended to cover distriets
on the border line between
new and supplemental de-
velopment; for examnle,
those with plans for pur-
chusing and extending sys-
teins - already constructed,
the cost of existing works
and area served heing =
minor or incidental factor
in the entirs program. All
other districts are in the
third class. :
" In  general, irrigation
districts with' the Iarger
: progortions of improved
land gt the fime of organi-
zation, and consequently
with the smaller incresses -
m. capital irrigation .
charges per acre resulting = _ '
- from district activities, have had the better prospects of succeeding.
. Exceptions have been districts intended for absolutely new con-
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-1 gtruction thet have beenformed on the fringes of proven and rapidly

. growing communities, or in sections where high land values had
‘already: been established independently of irrigation and where the -
" disgricts were not essential to the success of the communities, or .
where circumstances were otherwise favorable to speedy success.
On the other hand, some districts organized primsrily o _take over
existing works have faced uphill tasks betanse of the insufficient
settlement, of land, shoriage of water, inclusion of too much addi-
- tional unirrigated land, or other causes. The success of a district

- in most cases, however, has been dependent upon the relation of its
- development to the times when its obligations fell due. The ad-

vantage, therefore, has been with districis formed principally for

. ;}plemental purposes. :

able’ 4 gives the number and status of all irrigation distriets
formed to date in each of 17 Western States, segregated according to
'the three main classes of development. - Attention is ealled particu-
larly to the percentages of totals given in the last line of the table
which indicate a more favorable situation generally in the second
class of districts than in the first class, and a decidedly more favor-
. able situstion in the third group formed principally for supple-
mental purposes. Figure 3 shows the respective rates of formation
of the three classes by T-year periods.

TaBLE 4—Number and slgtus on December 81, 1838, of irrigation districts in 17
‘Western States clessified according fo purpose of fermation

Wumber of districts whose purpess of formation was-—
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Table 5 carries the analysis a step farther by ﬁlving the group
records of bond payments of districts which actually constructed or
.acquired irrigation systems with the proceeds of bond seles anrd
thereafter actually became engaged in operaiion of such systems.
Some such districts are no longer in operation although inchuded
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in the table. On the other hand, numerous districts that sold bonds

but never (:ﬁera':ted systems constructed or acquired with the proceeds
of the bonds ere not included. Nor are operating districts without
bonded indebfedness included. The purpose of the table is to bri
out whatever relation existed between purposes of formation an
records of bond aﬁayments. This may best be shown by comparinﬁ
the records of those districts that fully accomplished, throug
bond issues, their purposes of organizing and that were afforded the
opportunity of making bond payments under fully operating condi-
tions. The last line of Table 5 indicates that ebout half of such
distriets formed for new aud for principally new development, and.
about three-fourths formed for principally supplemental develop-
ment, have maintained perfeet records in meeting bond obligations.

This showing appears consistent with the situation shown in Fable 4.

Tancr b—Record of bond paymenta to December 31, 15988, of af those trrigaiion
districte in 17 Western Sicles whick were then operating or hed onee operated
syatema constricied or acguired +oilh proceeds of bond seles, classified accord-
ing o purpose of formation :

i Number of distrivis whose prrposs of formation wes—
' 1 g e
Principally sup- | 2tRBoribstonce
. . plemente] de-| Operdtedaystems
Entirely new FPrincipally now davelepment or | Likadced from
development developmant asqmisition of ugle of bonds
existing works
Stats —_
Record of Record of Record of Hecord of
boud pay- | . bond pay- bond pay- bond pay-
ments mants ments Toents’
Total Total atal Total
Mot Not Not Nuot
Per- Per- Per- Per-
per- Der- ef- per-
fect | oot fect | T fect | o, fect | o4
Arirona !B -] 4 1 5 16 1 11
Califarnda et 12 18 30 i1 14 36 7 43159 28 87
Colorado . 12t 12 T H 12 T 1B 12 % 38
Idabo. o 2 5 7 2 4 -] 15 41 30 2 52
Ernans :
Contsoa . HEES 3 & 1 1l 15 1) 28 7 il a3
Nebragka. oo g 2 8 1 i 18 3 21 25 5 a
ovada i 1 | O T 1
New Mexito. 1 1] z 2y 4; 3 2 5
ngtg Dekota___ i
Oregon [ 71 13 1 3 4 3 F R Y 17 a2
sm Tiaknta
Trras 4 + 3 1 4 15 2 17 - 3 25
Otah. o] L 1 2 1 1i 1 3 4 214 5 T
Washington ___.___._ 13 2f 2l 2 31 8 M Sf B M| 1] a8
Wy Tp 1i L 1! 77 7| 8 1 9
Total._._.... .| s8] 531 9! m1 20 43; 9} a7 246, -2m] 10| a8
Pereentoftotal _____f 51 48[ 100 i 3] 47 w0, 7 r ! 106 | [ 35| 10
1 ] : i

1 This nomber is rednced o 52 as of Joiy 1, 1930,

THE ELECTORATE

The qualifications required of voters at irrigation-district elections
widely in the several States. The California rule has always

been that such qualifications shall be those prescribed by the general
election laws of the State. Early experience in California indicated,
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however, that great harm might be done through the voting of bonds
by persons who might ba called upon to shoulder none of the burden
: o‘¥' paying off the indebtedness—in other words, by electors who
owned no land—with the result that in the revision of the Wright

Act in 1897 provision was made for presentation of a prtition signed
'b¥ a majority of the landowners, representing a majority n value
of the lands, before the directors could call a bond election. The

tition is no longer required in California—although a mq.%orlty,
" instead of a two—tﬁrds vote, is sufficient to authorize bonds if such
petition has been presented—and the directors must call an election
- if petitioned. Furthermore, it is now optional that the pefition be
" signed by 500 persons, either resident electors or holders of title,
representing at least 20 per cent of the value of the lands; for in
very large and populous districts it was found that the majorty
provision involved so much time and expense that the business of
the district was seriously hampered. is means, of course, that
bonds may be authorized despite the opposition of predominani
landholding interests, which actually occurred in at leest one lar,
district. The Kansas law requires a Eetition by three-fifths of the
landowners who are qualified electors before a bond election may be
called. The present Idaho law imposes the qualifications of the
general election laws and residence in the district uron district
electors; it also provides that no person who is not a holder of land
in the district may vote ¢o questions-of incurrintﬁlindebbedness, and
that no person not a resident owner of lands within the district and
subjzet to assessment, or the wife or husband of such owmer, may
vote at Lhond elections.

The other 14 Western States impose property qualifications in
one form or another upon all district electors. These various re-
quirements, in addition to ownership or possession of land or of
some stated acreage of Jand within the district, in a number of cases
include residence in the distriet or at least in the State, and in
several instances also include general election qualifications or citi-
zenship. Corporations, executors, sdministrators, and guardians
are sometimes allowed to vote. Voting according to acreage is pro-
vided in Colorado, Montana, and Wyoming, and with certzin limi-
tations in New Mexico, and according to acre-fest of water allotted
to the land of the elector in Utah. Oregon formerly permitted a
vote for each acre of land but in 1917 limited each person to one
vote. Colorado’s experience was just the reverse, the new law of
1921 authorizing voting according to acresge. For two years
Neovade had in effect a system of voting according to dollars of
assessment of benefit but in 1919 changed to one vote per elector.

Almost all of the States, therefore, limit the right to create in-
debtedness to those persons whose lands are to become responsible
for it, but only 2 few States reco§nize the vital interest of land-
owners living outside the State. Seme difference of opinion exists
as to the wisdom of allowing voting according to acreage owned.
On the one side it is argued that an irrigation district is a business
corporation rather than a governing municipality and that its affairs
should accordingly be conducted along similar lines, recognizin
the right of the majority in interest to control. On the other han
proponents of the plan of limiting individuals to one vote contend

TR R LR R e R T e D S R S e e s S
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that the small landowners are as vitally interested in the district as
are the large holders, and that the plan of giving a vote to each acre
puts control of district affairs in the hands of a few lasrge land-
owners. .

The realiy important feature, however, is the very general recog.
nition given.to the interest of the landowner in the creation of dis-
trict indebtedness. The irrigation district has but one end in view—
the development of a commuaity through the irrigation of its agri-
culfural land. All persons in the community are interested in its
development, but those persons whose lands are to be made to pay
for the entire irrigation development are mecessarily most deeply
concerned.

MANAGEMENT

The management, of an irrigation district is vested in a board of
directors or commissioners, who must usnally be landowners and
electors in the district. The directors are elected in whole or in part
every year or two years and, except for the collection and cusiody
of funds by county officials or by elected district officials, are solely
responsible for the conduct of district affairs. They may appoint
and dischar%e st will all officers and employees of the district ex-
cept those whose election is provided for by statute. In Californis,
where the bandling of funds is in the hands of the district, the as-
sessor, collector, and treasurer are elected officials. In Idaho, on the
contrary, the assessor, whose duties are performed by the secretary,
and the treasurer are appointed by the directors. Agaiv, in Texas
the assessor-collector may be appointed by the directors or elected
at their option. In all of the States directors have the responsi-
bility either of levying assessments or of initiating proceedings
therefor, s well as of authorizing expenditures.

he number of dirvectors depends in some measure upon the size
of the district. Some States authorize only a specif%:ed number,
usually three; others ailow some latitude either to the original
petitioners or {o the electors after organization in determining the
number of directors. The highest number allowed in any State is
nine. Owing to the wide range in size of irrigation districts, some
latitude in the size of the managing board is manifestly desirable,
for 2 large board of directors renders the management of a very
small district unwieldy and cumbersome, whereas a small bnard
may not afford adequate representation in a large district of diver-
gent needs and conditions. The usual practice is to lay out the
district info divisions as nearly equal in areas gs practicable and
to choose one director from each division. Division Into equal areas
bas been departed from in certain ecases in which population and
assessed valuations suggested a more practicable basis of division.

The powers of the board of directors are usually set forth in con-
siderable detail in the statutes. In the execution of their policies the
directors are given extensive anthority to appoint employees on the
scale desired. Owing to the nature of an irrigation distriet, which
requires construction of works at certain times and maintenance and
operation of the system at all times, the services of an engineer are
always needed, highly trained services a great deal of the time, and
practical experience always. So it has rome sbout that the district

TI—31—-——3
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engineer is frequently the principal executive officer as v7ell. Some
large districts have found it advantageous to employ a general man-
ager of executive ebility, and usually of engineerin, training and
experience, who is laced in charge of all phases of the district’s
operation and is subject only to formulation of general policies by

the board of directors. The Texas statute specifically encourages the

appointment of 2 mansager.

Certain phases of management inherent in the district form of
organization have been criticized from time to time; for example,
placing the disposal of large sums of money in the hands of directors
inexperienced in large financial transactions, and selection of direc-
tors from political copsiderations. These probiems, however, are
incident to the conduct of any self-governing institution, and so long
as the irrigation district remains seif-governing ifs efficiency will
depend upon the choice of directors who are able to combine business
ability with public spirit and who are broadgauged enough to leave
the administration of details to trained employees necessarily better
qualified than they to perform such duties.

The district is essentially a farmer organization. The farmers col-
lectively own the irrigation system, are the direct beneficiaries of its
operation, and pay the costs. Directors selected from amoeug them-
selves have the point of view of the farmer and are sensitive to local
trends of thought, which is a valuable feature. The two other most
important interests are those of the public and of the bondholders.
The several statuies providing for State supervision are designed to
afford the public more or less protection against the consequences of
unwise development but in many cases have not proven adequate.
There is no way at present in which bondholders may intervene prior
to default. Beneficial results have been noted in certain cases in
which district directors have voluntarily counseled with representa-
tives of bondholders on major questions of policy affecting the dis-
trict’s welfare. In this connection the New Eiexico district law now
authorizes district boards to contract with purchasers of bonds or
with the bond brokers that so long as any of the bonds remain ouf-
standing the owners of two-thirds of the principal amount may
select one director of the distriet. Such director is not required
to have other qualifications and has the same powers and dufies as
other directors but serves without compensation.

The actuel character of the management varies greatly in different
distriets. In probably the greater number of operating districts
it is but a reflection of the progressive spirit of the farmers com-
posing the electorate. The problems faced in some cases have been
exceedingly complicated. On the whole, judging from the results
attained, and with due allowance for differences in character of
organization and financial problems, irrigation-district management
does not suffer by comparison with management of privately-owned
irrigation enterprises.t

§ An unprecedented move In the fleld of lrrigation-disirict manngement wea pttempted
gevern] years fgo by a California district with valnable power reacurces. This dlstrict
contracted with r private corporation formed for thet purpose to turn aver to the cor-
poration for 98 years complete centrol and mﬂnn%cment of ¢l irrigeticn and power worka:
gnd tights, and all business of the distrlet so far ns the directors could delegnte such
work, subject to remsonsble ruies and reguiaticns te be estgbilahed by the directorsa. The
corporation wag to pay el cpernting costs and the prinecipal and interest of bonds lasned
up to o prescilbed meximum, and was to retain g]l income nbove & prescribed conual
amount. The corporntion was not ahle to finance the undertaking, bowever, nnd the:
prrangement was not carried out.



http:prtvn.te

IRRIGATION DISTRICTS 19

~ HANDLING OF FINANCES

The irrigation district secures revenue for the construction or
ucquisition of irrigation works, for their snnual maintenance and
vperstion, and for all general purposes primarily by means of assess-
ments levied upon the land. Each assossment becomes z lien upon
the land when levied, and its collection way be enforced by delinquent
tax sale or in some cases by a suit af law., Other and secondary
methods of raising revenue are through tolls charged for the actual
use of water, the sale or rental of water to lands outside the district,
and the sale of electric power generated by the district.

In order to spread over a series of years the burden of paying+for
the irrigation works, the district may borrow meney through the
issuance of bonds, or may contract with the United States for the
construction or acquisition of an irrigation system. The interest and
principal of the bonds and the installments due the United States
ate payable from the proceeds of amnual assessments. Current
expenses are taken care of, pending the colleciion of assessments, by
the issnance of warrants and in some States by negotiable notes.

FINANCIAL OFFICERS

Although the irrigation district is responsible for its financial
condition, the services of county officials are utilized to greater or
less extent in most of the States for levying and collecting assess-
ments and disbursing district funds. California provides complete
district machinery for handling financial matters and makes the
distriet entirely independent of the county so long as the district
continues to levy assessments to pay its debts, failing which the
county is obliged to step in. An amendment to the I%Iaho law in
1928 authorized the directors of any irrigation distriet, if con-
curred in unanimously by the county commissioners, to provide for
collection of district assessments by county officers instead of by
district officers. Five irrigation districis in Idaho have adopted the
provisions of this amendment. The Texas law governing water
control and improvement districts permits the directors the option
of employing their own assessor and collector or of certifying the
tax levy to county officers for collection. In New Mexico, districts
formed to cooperate with the United States may take over all duties
relsting to levying and collecting district taxes.

In several ‘g:ates, of which Arizona is typical, the district di-
rectors determine the amount of money necessary to be raised and
the aveas subject to assessment, but the county supervisors or com-
missioners levy the assessment after the county assessor has made
up the roll, and the county treasurer collects the taxes at the same
time and in the same manner as collections of general taxes are
made. The county treasurer of the county in which the office of the
district is located 1s ex officio district tressurer,

In the other States these fiscal duties are divided, the usual pro-
cedure being that the district directors levy the assessment and cer-
tify the assessment roll to the county assessor or county clerk, as the
case may be, for addition to the county roll, the county treasurer
making collections in the usual way and transmitting the receipts
to the district treasurer or ex officio treasurer. In several of these
States the county treasurer of the county in which the district was
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originally organized is charged with the dufy of paying the inter-
est and principal of bonds, while collections on account of assess-
ments for general purposes are turned over to the district treasurer
to be disbursed by him.

There is no fundamental distinction, therefore, between district
and county handling of funds in so far as the usual responsibility
of the district directors is concerned. Whether the directors actually
lovy the assessment or not, i is nevertheless their duty at least to
initiate proceedings looking to procuring revenue through the
proper channels and to authorize expenditures. The difference is
that some States have put the existing county financial machinery

- at the disposal of the irrigation district. :

* The statement is sometimes made that separation of district taxing
machinery from that of the county is objectionable to bondhelders, in
that district tax officials are more subject to local influences and have
less prestige in the eyes of the taxpayers than have county officials.
The validity of such an objection is necessarity difficult to estimate
but consideration of tax delinquencies and the reasons therefor,sale ¢

bonds, and integrity of bonds of irrigation districts in California,
Tdaho, and Texss, as compared with those in other States, fails to

szpport the objection.
Ppo & objeciion ACCOUNTING

For the purpose of accounting, each statute prescribes certain
funds, the most usual series consisting of the bond fund, including
money received from the collection of assessments for payment of
interest and principal of bonds; the construction fund, money re-
ceived from the sale of bonds or from collection of comstruction

assessments, to be used for construction of works; the %eneral fund,

revenue for the payment of current expenses; and the nited States
coniract fund, money received for making payments due under Fed-
oral conirscts. Several States prescribe s single fund, called the
bond and United States contract fund, for money received on account
of payments due on bonds or on Federal contracts. Other names are
sometimes piven to funds for substantially the above purposes, and
additional funds are often provided. The reason for having definite
funds is to insure the use of money for the purpose for whieh it
was obtained. Statutory provision sometimes exists for transferring
money from one fund to another.

ASSESSMENTS

The words “tax” and  assessment” are often used indiserim-
inately to denote the charge levied b{! an irrigation distriet against
land.  However, court decisions involving the nature of this charge
usually distinguish clearly between tax and assessment and in most
cases have held the district charge to be an assessment. This dis-
tinction is important in that assessments for local improvements,
which the district charges are usually held to be, are not subject to
constitutional provisions that taxation shall be equal snd uniform.

The sssessment becomes a lien upon the land when levied, or on
a date fixed by statute. Assessments are levied annually at the
times prescribed by the respective statutes, in order to raise money
for paying the interest and principal of bonds, or to provide a
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sinking fund for retirement of the bonds when due. They are levied
also for payments due the United States, and for other obligations
of the district as well as for maintenance and operation and all
general purposes. The amount that may be raised annually for
maintenance and general expenses is sometimes limited by statute,
Bpecial 2ssessments must usually be authorized by vote of the electors,
Some of the statutes provide for levying a greater amount than
needed—usually 15 per cent—to cover anticipated delinquencies. In
some States assessments are made payable in two annual installments.

Several States authorize the receipt of bonds or coupons in satis-
faction of the bond-fund levy for years in which such obligations
fall due, and in some cases the receipt of warrants in payment of
general-fund levies. This authority has proved valuable in consum-
mating several complicated financlal reorganizations. A provision
that ihe assessment lien for the payment of bonds or for payments
due on contract with the United Siates shall be a preferred lien to
that for bonds subsequently issued appears in a number of the stat-
utes. Arizona, on the contrary, expressly declares that no bonds
shall have priority of lien over that of any other bonds.

METEODS OF ASSESSMENT

While all irrigable lands within an irrigation district are liable
to assessment ang in some cases nonirrigable lands as well, there are
several methods of determining the amounis to be assessed against
the respective tracts. One particular method is customarily in use
in each State, though it is sometimes provided that districts con-
tructing with the United States may levy assessments pursuant to
the terms of such contract, and alternative methods are provided
for in some States.
AD VALOREM METHOD

The original Wright Act of California provided that all real
property in the district, including improvements, should be assessed
for irrigation-district purposes at its full cash value. In 1908, how-
ever, the legislature exempted improvements from taxation in all
districts thereafter organized and provided that existing districts
might come within the new provision by vote of 2 majority of the
resident title holders. Most of the operating distriets in which
assessmentis were being levied proceeded to tage advantage of this
i){lan. Nebraska and Oklahoma follow the present California plan.

ansas provides that 2 fax shall be levied upon all real estate
dependent upon the works for irrigation. ‘Texas ori inally provided
for ad valorem assessments only but has recently suthorized a choice
as between ad valorem or benefit plans, or in certain cases a com-
bination of those for districts conforming to section 59 of article 16
of the State constitution. The ad valorem tax applies to both real
and personal property. California permits assessments to be appor-
tioned according to benefits in case of payments to be made to the
United States.

Some of the California and Nebraska districts have made an
approach to assessment according to the full cash value of the
land, but the valuations arrived at are in mast cases not proportion-
ate to the market values, and seldom do they follow the count
valuations for purposes of general taxation.” That is, althougg
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higher valustions are sometimes placed upon lands close to cities
and towns and along important highways, nevertheless nominal
valuations are customarily assigned to lands lging above the ditch
system or impregnated with alkeli. Thus to this extent the benefit
method of appraisement is followed. .

An-analysis of assessed valuations per acre for 82 active Celifornia
distriets shows that in 81 cases the valuation was uniform upon all
irrigable lands and that in 11 of these the valuafion was $100 per
acre. Where variations from a uniform assessment were made the
tendency was to make the difference appreciable. Thus, of the 49
cases for which both high and low, other than nominal, valuations
are reported, only 9 cases show the low valuation to be 75 per cent or
more of the high, while 34 cases show it 50 per cent or less; and in
94 cases, or practically half of the total, the ratio is 32 per cent or
less. In the moss extrems instance the high valuation was $200 per
acre, the low $5, and the usual, $120. Some districts have only 2 or 3
classificstions, while others have 8 or 10,

TUKIFOBM EATE PER ACEE

I Arizona, Colorado, Montana, New Mezico, and Oregon sl Jands
within an irrigation district are required to be valued for district
assessment purgoses at the same rate per acre or are subject to assess-
ment in & uniform smount per acre, the effect being the same in
either case. Several States permit exceptioms to this rule, prin-
ci;]):s:lllg as follows:

regon, reclamation of the lands may be by units and the assess-

ments apportioned accordinglﬁ', provided the State engineer approves

such plan. This procedure has not been reported as having been

ut into effect in any Oregon district. Another exception to the

regon rule, put into operation in several cases, permifs assessments,
except for operation, maintenance, and drainage, against any tract
which has an appurtenant water right not yet acquired by ihe dis-
trict, to be in the same proportion ¢o a full assessment as the addi-
tional water right to be supplied by the district bears o a full water
nght. These preexisting water rights have complicated matters con-
siderably in several sttempted cases of financial reorganization in
that State, and in at least one case the granting of credits to holders
of such rights is thought to have beun a contributing cause of failure
in that it relieved the lands best able to pay and actually, though not
ostensibly, increased the burden upon the poorer lands. In addition
to the above exceptions, the Oregon Legislature at the last two
sessions has provided that under certain circumstances districts may
adopt the benefi method of assessment.

In Montana, in case of pamping to different elevations, mainte-
nance, operation, and pumping assessments may be levied at a differ-
ent rate for each elevation. 'This authority is reported fo have been
exercised in few if any cases. :

In New Mexico, in case of districts formed to cooperate with the
United States, assessments may be made by units if the lands have
been so divided by the Secretary of the Interior and shall take
%ccount of exemptions and credits under contracts with the United

tates.
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ACCORDING TO BENEFITS

-

Assessments ‘are apportioned according to the benefits received in
Tdaho, Nevada, North Dakots, South Dakota, Washington, and Wy-
oming, and benefit assessments are optional under ecertain circum-
stances in California, Oregon, and Texas, as previously referred to.
The plan followed in Idaho, Nevada, and Wyoming involves & single
apportionment of benefits after & bond issue has been auf’ orized,
which apportionment is subject to confirmation by the court and
whitch as finally confirmed is the basis of all future assessment to pay

. the principsl and interest of the bonds or assessments levied in lieu

of bonds. Wyoming has an assessment of benefits and an assessment
for construction, the former being a list of the benefits estimated to
accrue to each fract from the provosed comstruction work and the
latter the real assessment for the actual cost of construction which is
proportioned according to the benefits and may equal but may net
exceed the amount of benefits. In Washington, North Dakota, ancd
South Dakota, apportionments of benefits are made annually,

The application of the benefit principle in the many operating
irrigation districts in Ideho and Washington results in a surprisingly
large number of uniform assessments per acre. This is because 1t
has often been assumed that all irrigable land within a distriet is
equally benefited and that nonirrigable land receives no benefit, with
the result that all of the cost has been assessed at a uniform rate per
acre against the irrigable land. In other districts it has been decided
that all district land, whether irrigable or lying above the canal
system, is benefited either directly or bscause of the enhanced valne
of the community as a whole, in which cases the construction cost
has been apportioned against irrigable and unirrigable lands in the
ratio of, say, 10 to 1. Sometimes, but in relatively few cases, several
grades of irrigable or of nonirrigable land have heen established
and different benefits assipned. In other instznces in which dis-
tricts took over existing systems embracing tracts upon which only
partial water-right payments had been made, the unpaid amounts
were added (o a flat rate per acre in determining the amount of
benefits to assess against such tracts. In at least one instonce of
drainage consiruction by an irrigation district two classes of benefits
were assessed-—one amount against lands directly benefited and the
other against lands indirectly benefited. In stiil another instance
benefits were based upon the relative costs of three different pumping
lifts. Adjustments for preexisting partial water rights and seepage
conditions have also been made by this method.

ACCORDING TO WATER ALLOTMENT

In Utah, prior to district formation s determination is made by
the State engineer of the maximum amounts of water which may
be beneficially used upon each 40-acre tract, or smaller tracts if in
separate ownership, i the proposed district, This allotment, as
finally revised after organization and after the amount of water
available has been determined, is the basis of all assessments and
tolls. In actusily making such allotment existing water rights are
listed, soil and subsoil classified, the depth to ground water is meas-
ured, and the water deficiency ascertained.
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OCOMPARISON OF METHODS OF ASSALSMENT

Irrigation-district assessments have one purpose—to sseure money
from the lands improved by irrigation to repay the cost of improve-
ment, usually in installments, A method of assessment is essentially
a scale by which to determine the degree in which the several tracts

are improved, or benefited, as against each other. It is important
to note that this scale is. fudcvendent of the question of ultimate
liability of any tract fur all ok for only a portion of the district
obligations. ‘Thus, in the event of blanket liability, delinguencies are
added to the following year’s levy and spread upon the entire dis-
trict in accordance with the original scale. The main differences
in character of the scale center about the possibility of changing
the relative amounts of assessed benefits in case physical or economic
conditions should subsequently alter the relative productive powers
of the several tracts and therefore alter the value of the irrigation
improvement to them.

A certain amount of flexibility in determining the proper amounts.
to be assessed against district lands is obtainable by either the ad
valorem or the benefit method. Theoretically the ad valorem method
might seem to require a rigid application, yet in actual practice the
district assessors have frequently departed widely from a strict
interpretation of the law, even to the extent in some cases of valuing
all farm lands in the district year after year at the same rate per
acre. The ad valorem principle does not readily lend itsel, how-
ever, even under a liberal interpretation, to the organization into an
irrigation distriet of a community in which varving degrees and
values of water rights already exist, unless the district is prepared
to purchase such rights, as was done in ease of Merced irrigation
district; nor is it adapted to o. community composed of distinct units
requiring radically different construction costs.

The theory of assessing the cost of a local imﬁrovement, such as
irrigation, according to the full cesh value of the land, if carried
out rigorousl%, might readily prove inequitable inasmuch as all
factors contributing to the full cash value of a tract do not neces-
sarily contribute in the same degree to its increased value resulting
from irrigation. The satisfactory operation of these ad valorem
laws in connecticn with irrigation-district assessments has been due
in no small measure to the refusal of so many assessors fo follow
them out to the letter; in other words, to the practices built up in
applying the laws rather than to the striet requirements of the laws
themselves. A further contributing factor has doubtless been the
fact that inequities involved in the higher valuations have not been
sufficiently harmful to result in changing the plan. Few, if any, of
the districts in lower Rio Grande Valley, Tex., have adopted the
henefit method of assessment in preference to the ad valorem plan,
the latter having been tried there in numerous districts and found
satisfactory.

Assessment according to benefits is designed to take care of vary-
ing local needs and conditions arising from the installation of irri-

_ gation systems. Greater adaptability in determining benefits is of
course possible where the apportionment is made annually, or where
a veapportionment is permitted in particular cases in subsequent
years, than where the allotment of benefits is made only once for all
}ime. A permanent assessment of benefits assumes that the ratio
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o of the value of water to the several tracts assessed will remain un-

-+ changed ‘throughout the life of*the bonds. This assumption, of

course, is not supported by expirience. The Washington plan of
assesiing benefits annually appars to be the more logical and
equitable and offers a means of adjusting the district charges to meet-
changing conditions, Furthermors, whers bonds are considered a

neral liability against all lands in the district, as they are in
%ashingt‘on and many other States, the security of bondholders
can not be.impaired by altering the relative burdens to be placed
upon the several tracts by » given assessment. In practice the pro-
portion of charges once established for a district usually remains
the same year after year, but the valuable feature is that it does not
need to remain the same. A readjustment of benefits recently made
i Columbisa irrigation district is stated to be working out satisfac-
torily and to have brought few, if any protests, in spite of the fact
that the relative burdens on some lands were necessarily increased.

The two opposite views on assessment are represented, respec-
tively, by the methods of assessing at the same rate per acre and
according to acre-feet of water alloited, neither of which methods
would seem to allow of deviation from the fixed rule. The one view
is that the irrigation district is a unit in its community of interest
involving equal benefits to al} lands, with the result thot each acre
should bear a share of the burden equal to that of every other acre.
The other idea is that the quantity of water received from the dis.
trict is the measure of interest each tract has in the district, and
that a tract receiving 4 acre-feet per zcre is benefited twice as much
as one entitled to 2 acre-feet per acre. Seversl States, as previously
noted, tpermit modifications of the uniform rate plan. The Utah
plan of assessing according to water allotments has been in force
since 1917 only and has been tried out in but few cqses. In reality
it is an extreme application of the rigid benefit rule, and involving
as it does the exact quantity of water to be supplied to each tract
by the district improvement, necessarily requires careful, scientific
handling. Administration of the rule has proved unsatisfactory
in three of the five operating districts that have tried it, due mainly
to weaknesses in the origina% allotments.

To summarize, the flat-rate assessment and the rigid-benefit assess-
ment permit no deviation from the original allotment and therefors
are not susceptible of adjustment should such prove desirable. The
ad valorem and the annual benefit assessments are both adjustable
in any year. The two latter plans in-practice are not far apart in
their aims, owing to the rather widespread interpretation of full cash
valne as the value or benefit resulting from irrigation. The tendency
of 50 many assessors to regard irrigation improvements as of equal
benefit to all lands is evidenced by the large number of districts
operating under the ad valorem end benefit plans in which assess-
ments are spread uniformly.

OFERATION COSTS

The basis for secnring revenue for operating purposes is frequent]
different from that upon which construction c?narges are apportioned.
‘While all irrigable (gand sometimes'nonirrigable) lands in an irriga.
tion district are made liable for the cost of buil ing or sequiring the
irrigation system, nevertheless a sentiment sometimes prevails that
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" lands not using water should not be required to bear so large a pro-
-portion of the cost of maintaining and operating the system as lands
to which water is actually delivered. In some States this distinction
may be made in the annual assessment for general expenses, and in
others it is made possible only through the imposition of tolls,

- The ad valorem method in Texas does not apply to assessments for
maintenance and operation purposes. For such purposes, one-third
to two-thirds of the estimated expense for each year is charged at a
uniform rate per acre to all Iand capable of being irrigated, and the
balance to all persons actually applying for water. In the exercise
of statutm;ly authority, some of the Texas districts take promissory
notes in advance from applicants for water and hypothecate these
notes in order to secure money for operating expenses.

Where assessments in Idaho districts sre levied for maintenance
and operation purposes, they are required to be in proportion to the
benefits received from the maintenance and operation of the distiict
works rather than proportionate to the construction cost, This
makes it possible to charge general expenses in whole or in part to
lands using water in any year. Idaho has a further provision that
in cases whera works were constructed by the United States under
the reclamation act, operation and maintenance assessments shall be
levied secording to the number of acre-feet delivered during the
preceding season, with & minimum charge upon each irrigable acre
for not less than 1 acre-foot.

New Moexico provides that in distriets formed to contract with
the United States, the portion of operation and maintenance costs
to be collected by tax shall be not less than one-fourth nor more
than two-thirds of the total.

TOLLE

Most of the States give district directors the discretion of either
fixing rates of toll for water or levying assessments, or of employing
both. methods to defray the costs of organization and current ex-
penses. Tolls are used by a large number of California districts,
and to a lesser extent in some of the other States. They are some-
times made payable in advance of water delivery, but this s not
always practicable owing to the fact that money for the payment of
tolls is often available only upon the sale of crops on which that
particular water was used. The power to require payment in
advance, however, has been valuable in cases of pending financial
reorganizations where assessthents were not being paid and money
to operate the system would not have been available otherwise. In
such cases advance payments have assisted materially in keeping the
systems functioning. In one Idsho district the quantily of water
used during the season is the basis of charge for water master’s and
ditch riders’ salaries and for repairing cccasional breaks on the canal
system, and the ares of land irrigable is the basis of assessments for
maintenance and all general expenses. Some of the statufes pro-
vide that unpaid tolls may be added to the annual assessment.

BONDS

The outstanding feature that (iistinguished the early Wright Act
districts from those authorized by the early Utah laws was the
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" power to issu¢ bonds. . That the bonding privilege has been the
outstanding inducement toward the formation of districts is indi-
cated by the fact that 86 per cent of all districts now in operation
ot undergoing construction have voted bonds and 83 per cent have
sold all or portions of their bond issues.

. Ths bond of an irrigation district contains a promise to pay a
definite sum on a definite date, with attached inferest coupons pay-
able annually or semiannually, usually the latter.

In addition to the usual type of bonds issued for construction pur-
poses er for the acquisition of irrigation Works, certain States pro-
vide for bonds of special character, Idaho authorizes districts to
issue secondary bonds to pey interest on the main bond issue for an
portion of the first five years after construction has been completed.
Texas suthorizes districts under certain cireumstances to issue pre-
liminary bonds to pay the costs of organization and preliminary
investigations, and to issue interim bonds secured by a deposit of
bonds from the main issue to pay, in case of emergencg’, for engi-
neering and legal work and for the purchase of lands for right of
ways and reservoir sites.

In all States except Montana and Wyoming bonds must be author-
ized by vote of the district electors, prior to issue. In Montana,
however, a petition signed by holders of title to land must first be
filed with the district commissioners. In Wyoming, affer the assess-

ment for construction has been confirmed by the court, the district -

commissioners without further authorization may issue bonds not
exceeding the amount of the assessment. An investigation by the
State engineer or other official or group of officials as to the feasi-
bility of proposed plans upon which bond issues are to be based is 2
_ prerequisite in a number of States,

VALIRDATION

So vital is the question of the legality of district bonds that the
California Legislature early provided a means whereby the directors
of a district could bring a special action in court to determine and
confirm the validity of proceedings leading up to and including the
bond issue. This feature has been adopted by the other States with
the sole exception of Kansas. Some of the States make the bringing
of such action mandatory. An advantage of this measore lies in
determining the legality of bonds prior to their sale and before such
legality can be called into quesiion against the interest of purchasers.
0% course it is possible to igsue bongs properly and then dispose of
them illegally. The purchaser, however, may stipulate in the contract
of sale that the actual sale be similarly confirmed, or the assessment

payer may bring action to safeguard his interests, in some States

under the validation act itself. The various statutes also provide that

roceedings in connection with assessreents, contracts, exclusion of
lands, and other acts may be tested in the same way.

Certain bond issues in Iarge smounts sold during the first few
irears of irrigation-district operations in California, and 20 years
ater in Colorado, were subsequently declared null and void by the
courts, Confirmation proceedings are now common, however, In
this connection it is neteworthy that no bonds sold since 1913 havo
yet been declared illegel, and that of $185,000,000 in bonds outstand-
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-~ ing, less than $750,000 are now involved in unfriendly litigation over
-their validity. : : '

INTEREST

Most of the statutes prescribe that irrigation-district bonds shall
bear interest at'a rate not exceeding 6 per cent per annum; three,
however, provide that the interest rate shall be 6 per cent, and several
laws fix the limit at 7 per cent. In most States interest must be
paid semiannually, usuaﬁy on January 1, and July 1.

In order to give irrigation districts an opportunity to get on a
paying basis before interest shall fall due, it 1s provided in the ma-
jority of the States that the first one to five §ears’ interest may be
included in the amount of the bond issue. In Idaho this is provided
for by the issuance of secondary bonds.

DENOMINATIONS

Although several of the State statutes contain no provision as to
denomination of bonds, most of them fix maximum and mimimum
limitstions. The minimum wherever provided is $100 and’ the
maximum either $500 or $1,000. Several States require the amounts
to be multiples of $100.

Denominations are determined in individual cases by the probable
class of investors. Some districts, for excepiional reasons, have
adopted 8 or 10 denominations ranging from $100 o $500, but the
usual practice, because of greater convenience and consequent less
expense of handling, is to limit issues to 1 fo 3 denominations. Large
investors prefer the larger denominations as a matter of convenience,
whereas small investors can be reached only with the smaller bonds.
* In States which permit of $1,0600 bonds these are frequently combined
with $100 and $500 bonds. Where $500 is the maximum, it bas been
the general practice to use that figure for most of the bonds issued,
with often 2 small percentage of the issue in $100 denominations in
order to attract the small investor or to comply with statutory
requirements for retiring certain percentages cach year.

MATURITIES

Irrigation-district bonds have nearly all been of the serial type,
a certain percentage of the issue maturing each year. In some States
it is legally possible to have the entire bond issue fall due af one
time; but, perticularly in districts only partly settled, the advantage
of spreading the principal payments over a series of years has
resulted in the use of serial maturities In most cases. Some statutes
provide that certain percentages of the issue shall be made to fall
due in a specified number of years; for esample, 5 per cent at the
end of the eleventh year from date of issue, increasing to 16 per cent
at the end of thé twentieth or last year of the series. However, the
varying conditions in different districts have caused most of the
State laws to allow the electors or the supervising State officials
more or less option in fixing dates of maturity, and even where
certain definite series and percentages are prescribed in the stafute,
other maturities are usually made optional. Entirely different con-
ditions obtain, for example, in a comparatively new and only partly
settled district—which usually has the burden of a considerable
discount added to its capitalization—from those found in a com-
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munity sufficiently developed to command a ready market for its
bonds and capable of discharging its indebtedness within a short term
of years. Tl?e one distriet is benefitted in having its principal pay-
ments deferred until the income from the land becomes sufficient to
take care of them, while the otber reaps the advantazes of havm%
to pay less for its loan and of eliminating the unhealthy effect o
poiiiponing payments nnduly. ) _
ost of the States provide maximum periods within which bonds i
must mature. This period is usually either 20 or 40 years, although '-
statutes in two States provide 30 years and one, 50 years. Wyoming
imposes po statutory limifation except that bonds shall run oot
longer than one year after the last installment of the assessment for
construction, sucn installments being fixed by the court.

QOregon anl Idaho provide for amortization; that is, for the com-
bined sum of principal and interest payments to be approximately
equal each year during the life of the i1ssue. Such bonds may run
: not less than 5 nor more than 50 years in Oregon and 40 years or less
F‘ in Idaho. The amortization plan is optional in Idaho, and in Ore-

gon has been so construed by the attorney general. Experience
points to the desirability of am optional amortization plan. A
}Jroject, for example, that is well established and without prospect of
arge increase in earning capacity has little to gain by arranging its
heaviest payments 10 or 20 years hence. (n the other hand, the
amortization plan is not adapted to the capacity of an unseasoned
project, where the expectation is that years of growth will make
possible larger annual payments than the project can carry originally.
Payment of the principal of individual bonds in installments 1s
allowed in some States and forbidden in others. Several issues have
been on this basis, but the practice has never gained favor becnuse of
the complicated payments involved and the pronounced unmarket-
ability of such bonds. Certain statutes providing for the payment of
percentages in given years state that such provisions *shall not be
construed to require any single bond to fall due in partial payments.”
The statutes are not uniform in their use of the words “ issue ”

. and “series” in connection with bords, Some define an issue saa
the whole amount of bonds authorized at any election and a series

as the part of an issue maturing in any year, while others call a
series the amount authorized at an election and an issue the portion

: of g series sold at a specifi time. In most States, however, © series ”
» is used in connection with mnaturities, and “ issue,” whether specifi-
» cally defined in the statute or not, commonly refers to a single bond

authorization.
DISPOSAL OF BONDS

Bonds may usually not be sold without a prior advertisement for
bids, although in several States the advertising may be dispensed
. with if par can be secured for the bonds af private sale. The statu-
’ tory provisions with reference to private sale and to exchange of
& bonds for construction or for com%let.ed works differ in the severai
: States, some of the laws allowing the directors considerable latitude
A and _ot’hers imposing restrictions. In several States such matters ag
' the use of bonds for construction purposes, disposal of bonds af
private sale, disposal at less than a certain percentage of par, ete,
are snbject to approval by the State bond commission. Limits as
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to the price at which bonds may be sold or otherwise disposed of
range from par down to 85, although = few States have no minimum
price limitation or else provide that bonds may not be sold for less
than amounts fixed by the State commission.

The difficulty of attempting to establish, by legislation, bond

ields which will stand the test of a fluctuating market has appeared
In the operation of irrigation districts gemerally and has caused
. several States to make their statutory previsions on this peint more

liberal. In California, for example, tlg’e Wright Act provided that
bonds should bear ¢ per cent interest and should not be scld below
90, This feature was amended in 1897 to provide for 5 per cent
interest and mo sales at less than par, and was again amended in
1913 to make the interest rate not to exceed 6 per cent and to remove
the minimum selling price limitation. A single rate of iriterest fixed
by statute has proved tv be detrimental to some districts ab times
when they could otherwise have secured a lower rate, for to secure
the equivalent of a lower interest rate the districts would have had
to ask for larger premiums than many bond buyers would be willing
to offer. Neither excessive premiums nor excessive discounts are
attractive to bond investors. Restrictions sgainst trading bonds at
less than par were circumvented in many cases during the cula-
tive eras by setting excessive valuations upon irrigation .rorks and
ther exchanging such works for district bonds ostensiliiy at par.
The nearest approach to a solution of these problems, without at the
same time injuring legitimate development, appears to lie in mak-
ine more liberal the statutory requirements governing selling prices
:l;m%i interest rates and in safeguarding the security so far as prac-
ticable by State investigstionz and reports. Statutory price hr;-mg
has not been altogethor successful.

REFUNDING RONDS

Many of the States authorize bonds to be refunded. Funding
issues in some States may similarly be exchanged for outstanding
interest, warrants, or notes, o« sold to take up such indebtedness.

While the refunding privilege has been used in the financial reor-

pization of districts in several States in order to take up overdue

onds and interest st a discount, nevertheless the fact of refunding
does not by any means imply insolvency on the part of a district.
As o matter of sound busiress policy certain districts have refunded
maturing bonds, which they could well have paid in full, because of
prevailing market conditions which would have required the farmers
to mortgage their farms at higher rates of interest or to call in loans
bearing higher rates than the district bonds were carrying, in order
to provide the district with funds to take up such bonds. Certain
funding issues of this type have sold at o premium, whereas the
original issues which they were designed to take up had sold below
par, the higher price ¢f the funding bonds being due to the increase
in the security resulting from the district’s development. On the
other hand, sound districts faced by the necessity of refunding durin
the present depressed condition of the bond market may be require
1o take discounts quite out of proportion to their records in meeting
obligations.
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SECURITY FGR BOND ISSUES

The security behind the bonds of an irrigation district lies in the
district’s power and duty to levy annual assessments upon all the
fands benefited in order to obtain funds for paying the interest and
principal as due. In case of neglect or refusal of district or county
officials to levy assessments, bondholders may compel such levy by
mandamus proceedings.

The bonds ordinarily are not a lien upon the irrigation works or
other property of the district. The Washington statute alene pro-
vides that in addition to the usual Iirovisians for payment of bonds
from revenue derived from annual assessments, such bonds shall
become g lien upon all water rights, works; and other property of
the district, enforceable in & civil action as in case of foreclosure of 2

mortgage.
EXTENT OF LANDOWNER'S RESPONSIBILITY FOR PAYMENT OF BOND3

The landowner’s responsibility for the bonds extends to the entire
issue in some cases and to e proportionate pert in others. This mat-
ter is discussed in another publication of this department (7).
Briefly, some of the State statutes provide that a cumulative levy
shall be made each year to include delinguencies in payment of assess-
ments levied in previous years, so that every landowner is ultimately
liable for the delinquencies of all other landowners. His liability in
such case is known as blanket or general ligbility. Other statutes are
silent upon this point, but most of the State supreme courts that have
had the question before them have decided ir favor of blanket liabil-
ity. The Colorado Supreme Court is an outstanding exeeption in
holding that the landowner’s obligation for bond assessments is
individual, and that once having paid an ussessment his land can not
be reassessed because of the failure of others to pay.®

Blanket lisbility is intended to protect creditors in case of delin-
ﬁencies and has s definite value where delinquencies are not heavy,

severe cases of default, however, blanket liability defesats its ends
in eventually making it Impossible for even the best lands to continue
paying assessrnents.

The laws of Arizonsa, Colorado, and Utah, and an alternative law
in Ori%on, provide that under certain circumstances a landowner
may release his land from liability for assessments for payment of
bond principal and interest by gf.nying in advance of maturity his
‘proportionate part of the outstanding bonded indebtedness. Some of
the lsndowners in Holbrook irrigation district, Colorado, have done
this by buying and turning in to the county freasurer the requisite
face value of bonds or by paying the equivalent amount in cash.
Thereafter, in the language of the statute, “ such lands shall be free
and clear from any and all liens, levies, and assessments of such
tonded indebtedness for which such payment was made.” The Axi-
zona statute has a groviso that in event of default at maturity such
Iands may be taxed to meet the deficiency. Montans provides for

§In the recent case of Board of Commissiczers of Adams County et al. v. Heath et al.,
&T Colo. 204, 288 Pac 107, the cogrt Eeld further that the legisiative ?mﬁﬂon that the
rate of leyy be Inerezsed lgxer cent to cover dellequenclea does ot apply te the beod and
Interest leovy, but iz Lmi to levies for * maintenance, operating, corrent, an” other
expensen,’ This decislon involved the earier [rrigation district Inw of Colorado, Lhmt i,
the law under which districts wore organised prior to 1921, v
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release from the bond-assesstnent lien only at the hearing for deter-
mination of irrigable areas in connection with proposed bond issues,
at which time a landowner’s proportionate Liability may be dis-
charged in cash. This involves a fundamental distinetion from
releases from the lien for outstanding bonds.

PROCEDURE IN CABE OF DEFAULT

. Remedies of creditors of defaulting irrigation districts, as of other
taxing districts, differ markedly from those of creditors of private
corporations. Tnstead of immediate foreclosure and sale of the irri-
gation systsm the creditors (except in Washington) have access io
Eelinﬁuent lands only, and then only upon expiration of the period
of redemption, which is usually one to three years after the delin-
quency. If no purchasers appear at the sale, the lands are steuck
off to the county or the district, as the case may be; hence unless
the creditors elect to buy the lands at tax sale, a further period
ensues before their final liquidation for their benefib. In several
States amendments have been proposed from time to time fo shorten
the periods of redemption of delinquent assessments. Some of these
have passed, while others have been opposed successfully or the
ground of undue hardship to the farmer. _

A period of redemption that serves to prevent a marginal district
from going to default is of course desirable. In case of a project
unsoundly financed, however, it is of little help. Wholessle ejectment
of farmers from a project capitalized beyond its ability to pay and
that is known to be%aeavily in default would merely compromise the
project’s future, for experience has shown that newcomers are
repelled from an enterprise in financial straits. Projects that have
defaulted definitely from deep-seated physical or economic causes
have been made successful only by reorganization on a sound basis,
?nd dgeldom if ever by the simple expedient of selling out delinquent
ands.

The Washington law authorizes a form of voluntary receivershi
in connection with the dissolution of imsolvent districts, design
primarily for Wind.inﬁ up the affairs of defunct enterprises. The
plan is being followed successfully in one case and is proposed in
anofther, An extralegal receivership is being used, with the consent
of the interested parties, in the case of one operating district, in
order to administer affairs efficiently until & plan of reorganization
can be consummated. Oregon allows bondholders to take possession
of the irrigation works of a defaulting district and operate them
until the default is cured, but no case is reported in which this has
been done.

The Washington statute making bonds a lien upon the works of
irrigation districts was passed in 1895.° Foreclosure has been sug-

¢ Ho far as could be nacertpined, the constitutionality of thiz gection has mot been pagsed
on by the SBupreme Court of Washington, The recent case of State ex rel, Wella v, Hartung
et al., 160 Wash, 5G40, 274 Pre. 181, did not directly Involve this section, but was o pro-
ceeding by the State to compel the directord of 0 district to tnoke an additlons) assesament
levy. In the oplnion, however, the ceurt made the following comment: * The provision
of the gtafute for o llen npon the water rights and pther _groperty of the distriet for the
beneflt of the Bondholders is only way 6f precantlon and for forther ezecubity; and wos
not Intended b apy wise to take the place of sssessments required by the atatutes. The
foreelpaure o such & len, in the place of the enforcement of suck arselsmesnts as reqaized
by law, would defest the very purpose of the Irrigation law as to that dfstrict by taklng
nway il the menrns of functioniog as wn irripation district eod distributer of water. In
the evgnt that all the Jabds within the diettiet pasa:out-of private owoerghip and he In
tt)l;e o}ﬁlexg\‘z'i.p of the county or the distriet, or both, then of courss that provision may

enforced.
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gested in connection with several reorganizations, but in no reported

case have proceedings been consummated. The statute does not spec-
- ify the relations of ereditors and water users after the foreclosure.
K - Plans in one case have involved formation of a public utility com-

pany to deliver water to users entitled to receive 1t at rates presum-

ably fixed by the State department of public works. .Amendments

to district laws providing for such lien foreclosure have been suﬁ-

ested in other States as 8 means of improving the security of bond-

olders. Where bondholders may have such authority, 2 matter for

consideration before actually making over a district system into a

- public-utility system is the past per ormance of commercisl or pub-

Lic-utility irrigation companies, and especially their poor earnings

(8). In other words, in view of the circumstances in a given case

and the unfavorable financial history of commercial irrigation com-

panies in general, does ownership of the system promise the bond-

holders greater remuneration than direct settlements with the land-

owners?! Advantages of the power to foreclose would consist in

- inducing landowners to pay in possible cases of deliberate but un-

N necessary default and in realizing upon valuable marketable prop-
erty, such as power rights, possessed by a district.

FINANCIAL BREORGANIZATIONS

While some district projects have possessed so little merit as to
I result in complete abandonment, most of those unable to meet obli-
gations in foll have been sufficiently worthy to give promise of
eventual success if relieved of part of their burdens. The bond-
holders under such circumstances, realizing that to pursue their legal
remedies would merely result in forcing the settlers off the iands,
s have agreed in cerfain cases to write off a prrtion of the debt in
order to assure ultimate payment of the balance. In most instances
the district organization was retained; in several it was dissolved
and the systems were transferred to mutual irrigation companies. A
3 few projects have passed through several financial reorganizations
before becoming definitely stabilized, while others have developed
> rapidly into sound enterprises, success depending partly upon the
A thoroughness of the first adjustment and partly upon subsequent
economic changes. This subject is discussed in detail in a circular

of this department (7).

X CHABACTER OF IRRIGATION-DISTRICT BONDS

Bonds of irrigation districts may be divided into two general
P classes, speculative and nonspeculative, on the basis of the charze-
ter of the enterprises issuing them. A district that includes lands
valuable enough without irrigation to furnish adequate security
for its obligations, and that is sufficiently developed to insure reve-
nue for making all payments promptly, may issue bonds which are
. truly an income-producing investment. On the other hand, a proj-
ect which has no security to offer beyond that to be created with
» the proceeds of its bonds, whether honestly conceived or otherwise,
is essentially a speculative undertaking. Bonds issued by districts
of these two classes have borne approximately the same rates of
interest aud have carried nothing on their face to indicate the extent
: of the security. Furthermore, in the periods of indiscriminate buy-
554773115
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ing of irrigation securities, bonds of speculative districts often re-
tailed, at prices comparable with those of sound bonds, to purchasers
whose intent was to invest rather than to speculate, 1t was the
failure to discriminate between these types of security that per-
mitted so many questionable undertakings to be financed during
those periods.

THE ROND MARKET

The market for irrigation-district bonds during the 44 years of
district history has undergone extreme fluctuations and on the whole
has been much more sensitive to district failures than to district suc-
cesses. The earliest districts after considerable effort found an out-
lot for their securities in this country and in foreign markets. The
failures of the early nineties, however, made the disposal of bonde
on any great scale practica].{y impossible for some years. Never-
theless, bonds continued to be sold in small quantities, mainly to
local buyers, until the revival of interest in irrigation development
during the Arst decade of this century caused a ready sale of irri-
gation securities in the Chicago and eastern markets upon the recov-
ery from the finsncial depression of 1907. Then came the second
cories of district failures, coupled with the failure of a Chicago
house which had been financing Carey Act and district enterprises,
the net result of which was a second collapse of the market. Most
Jistricts that failed during that period were highly speculative
enterprises that had little chance to succeed even under the most
favorable circumstances; but the credit of all districts was impaired.
The more conservative development of the next few years, finenced
locally in several Western States, tended fo restore credit and led
to an unprecedented market during the period extending from the
close of the war through 1925. During the three following years,
1996 to 1928, sales of irrigation-district bonds aggregated some
$28,500,000, which exceeded the total sold during any 3-year period
prior to 1920 but was much below the post-war performance. In
1998 the sales totaled $5,000,000.

Bonds of districts in & number of States were sold in the West
during znd after the war, princi};]ally in California. Western mar-
kets were unable to absorb all the large issues that followed, and
offorts to sell more extensively in the Middle West and East proved
successful for the first time in years.

The market for irrigation-district bonds at present is poor. In
company with the market for bonds of most types, municipals and
industrials included, it declined heavily several years ago when in-
vestors turned their attention primarily to common stocks. The
class of bond and character of individnal security were not control-
ling; fixed-income bonds as & whole gave way to stocks with antici-
pated rises in market quotations. The collapse of the stock market
during the fall of 1929 aroused expectations of improvement in the
bond market. 'The measurable improvement in the general bond
market noted during the winter of 1929-80 did not, according to
reports, extend at that time to irrigation-district bonds.

e demand for irrigation-district bonds has doubtless been ad-
versely affected by defaults of certain districts financed and built
duringhthe war boom, at the peak of prices, with insufficient reserve
to withstand the protracted agricultural depression that followed.

A&

E
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The weight of this influence is difficult to estimate, in view of the
* decline in other bonds. That it did not have the sWeepin,%]eﬁect of

. the failures of 1912 and 1913 is indicated by the fact that large
sales of district -bonds were made after informstion regarding the
more recent defaults became generally kmown. The two situations
are not strictly comparable, for in 1914 ope-third or less of all dis-
trict bonds sold were in good standing, while now the fraction is
more than two-thirds,

Quotations of bonds of California districts during the winter of
1929-30, compiled in San Francisco and Los Angeles, with few ex-
ceptions were below par—some far below. Some marked variations
in prices bid were out of harmony with actual differences between
the districts involved. Some of these variations are rather surpris-
ing, m view of the large amount of authentic information eoncern-
ing individual districts that has been made available to the public in
recent years.

Irrigation-district bonds,»which are sometimes referred to as
“ municipals,” bear higher interest rates and sell to net bigher yields
than do the true municipals, even in favorable markets, Very few
irrigation districts have sold bonds to yield the investor less than
5 per cent, and nof many others to yield less than 514 per cent.
Municipal bonds as a class are much more numerous, older, and
more seasoned than district bonds and are less affected by individual
cases of default. Likewise the elerment of hazard, which enters in
greater or less degree into agriculiural and reclamation undertak-
ings, has proved less pronounced in the case of municipalities.
These factors necessitate a greater amount of advertising for dis-
trict bonds, the cost of which, together with the greater expenses of
handling, selling risk, etc., makes the margin %etween the price
dealers pay for the bonds and the price at which they sell them to
the ultimate investors usually greater than that for good municipal
bonds. The effect of this situation is that a given town or school
district may secure cheaper money than the irrigation distriet to
which it owes its existence.

. Measures taken to strengthen State supervision over district activi-
ties, and particulerly to provide for State certification of bonds,
undoubtedly gave great impetus to the sale of bonds. The State’s
certificate made the issue more attractive to the average purchaser
and was consequently an important selling point. As noted under
State Supervision {p, 47), however, this feafure is less important in
the sale of bonds from some States than it was 10 years ago.
Another measure to improve the marketability of bonds was statu-
tory suthority in some States to eliminate the word “irrigation ”
from the official designations of irrigation districts and to substitute
some equivalent term such as “ water conservation,” * water con-
servancy,” or “water improvement.” Some statutory amendments
permitted and others required the new terms to be used. These
changes were designed to afford districts an opportunity to prove the
merits of their bond issues without having fo encounter tﬁe initial
handicap attaching in some places to the term “ irrigation.” Exemp-
tion of irrigation-district bonds from Federsl taxation has also been
an important selling point. In some States district bonds are free
from gtate taxation as well.




TaBLE 6.—Irrigation-disirict bonds sold in 17 Western Stales lo December 81, 1928, by years® (000 omitted]

Califor- | Wash- Ne- Colo- Wyo- | Mon-|_ New Okla- | South | North | Total for
nia | ington dabo |y ncka| rade | TO%3S | ming | ‘tana |Mexico| URl [Ari2ons) pomy | Daketa Dakotaleach year

Da(l’l)an Dollars | Dollars| Dollars | Dollars | Dollars | Dollars{ Dollars | Dollars | Dollars| Dollars {Dollars | Dollars| Dollars |Dollars |Dollars | Doliars

Kansas | Nevadal Oregon

-
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! Amountsrapresented in this table are shown for convenience to the nearest $10,000. 'The totals shown are the correct totals for each State and for each year, to the nearest
$10,000, and, therefore, are not necessarily the sums of figures {n the several columns or lines,  Trrigation-district act passed, 3 Less than $10,000,




TasLE 7.—Summary of bonded indebledness of irrigation districts in 18 Western Stales as of December 81, 1988 !

Districts having voted or | Districts having sold | Districts having bonds Distrluts operating or under construction, having
Bonds autherized gonds bonds & outstanding "op “bonded debts !

State? ! Bonds Ares Bonds
voted Bonds Bonds voted

Qutstand- or au- . sold out- or au-
ing thor- ¢ to date stand- Aver- | ther-

ized to a ing t age per | ized to
date district|{ date

Dollars Dollars Dollare Dollare| Dollars
Dollar: Dollars per acre Pper acre ” peracre : per acre,
Arlzona., ... 111

2. 2, 608,
Colifornia... 4,241, 30 637, 43
o | 8 047,330 | 63 9033, 0! 23 al 04220 2 | 488, 20 i
1 ) 3]
8,932

8

~S8RBBLE

20

[
40
44
48
30
68
10

7 81, 502

1,051, 605 3,890

Wyoming....| 4,954,000 1,260, 000 750, 303 7| 8L503 11,652
Total or A

mean. .. [443, 817, 301 |224, 843, 107 1185, 026, 150 11, 483, 969 0, 444, 018 24 7, 820, 007 331 15,820,730 | 17,588 40

SLOTEISIGC NOLLVOIgHL

- ‘; Bouds of Jocal 1mpmvomnnt districts within rrigation districts are not included, excopt those ot irrigation-lateral districts in Idnho. Sece discussion of local improvement dis«
riets, p. 65.

] Bomls have not been voted or sold by frrigation distriets in Kansas, North Dakota, Oklahoma, and South Dakota.
3 Voted by district elootors, or authorized by court in States which do not require hond elections.




e D TRy s T £ 0 e 21 e 1

38 . TECHNICAL BULLETIN 254, U: §. DEPT. OF AGRIOULTURE

PRESENT STATUS OF IRRICGATION-DISTRICT BONDS

Data on sll irrigation-district bonds sold from 1888 to 1928, in-
clusive, are summarized by States in Tables 6 and 7, and certain fea-
tures are shown graphically in Figure 4. All bonds reported herein

I.....Districts B.....Bonds

-t 125

5 2
ES 0 8
3 23
£ T8

11119

3 iy
£4 m'§§
:
k- 5 &
+

.0_! .......

<

e 1900 1910 1920

FioURE 4.—Cotsparispn of rates of formatlon of
irrigation districte and sales of houda by years,
1887 to 1928, Incinalve

are original bonds, Sales,
therefore, are of new issues,
not refunding issues. Re-
funding bonds are treated
in all cases as continuations
of original bonds which
they supplanted, whether
the refunding bonds were
traded directly to holders
of original bonds or were
sold elsewhere to provide
funds to retire the original
issues. Likewise, the retire-
ments shown in part 2 of
the classification of prineci-

Eal in Table 8 (p. 89) are outright cancellations and not refundings.
onds of local improvement districts within irrigation districts are
not included, although those of the two irrigation-lateral districts in

Districts formed (number)
B 8onds s0id rmititons of doflars)

Montana_..___.f

g 10 0 36 O 20 30 40 O 0 20 30

[d2h0 .. e W

Washington ."W

Gregon...... W

California....-

JEELLL

L

1957 ~ 1919 220822

19231925 1926-192&

TIGURD §.—Compatison of diatricts formed and bonds sold in the seven teading Statea
from 1917 to 1928, iociusive, grouped imte 3-year perlods

Idaho are included inasmuch ss these are organized as independent

jrrigation districts. (See Local Improvement Districts, p. 65).
Figure 4 compares the rate of formation of irrigation districts
with the rate of bond sales for all States in the aggregate throughout

)
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the 42 years of district activities. The lag batween organization and
ssle of bonds is noticesble, as would be expected. It will be ob-
served that following the two organization peaks of 1809 and 1920,
the formation of new districts, considering the West as & whole,
declined throughout periods during which bond sales were holding
n{) or increasing. Reference to Tables 1 and 6 will show the part

ayed by Colorado districts in the first of these periods, that is,
the large proportion of new districts and bonds for that State in
1909 to 1911, inclusive, and the émall Troport.ion in 1912 and 1913.
All five years, however, are comparable as to total sales of bonds
from all States. The tables show that the four Northwestern States,
Montana, Xdaho, Washington, and Oregon, contributed two-thirds
of the districts formed in all States during the peak year 1920 but
only one-fifth of all bonds sold during the five years following,
Eliminating the large California figures, these fraetions become four-
fifths and one-half, respectively.

Figure § shows graghicnlly the relative positions of the seven
leading States in regard to district organization and bond sales dur-
ing the war period of 1917 to 1910 and the three 3-year periods fol-
lowing. This chart shows that in recent years interest in new
irrigation-district activities has been af a low ebb in the Northwest,
although reiatively high in Texss and Arizons.

INTEGRITY OF IRRIGATION-DISTRICT BONDS

The prineipal amounts of all irrigation-district bonds sold to
December 81, 1928, have been classified as of that date according to
integrity of bonds, that is, as to fulfillment of contract to make
payments as due, and according to status as outstanding, retired,
or invalid. (Tsble 8.)

Taste 8-—Bonds of irrigation districty in 13 Western States ae of December 81,
1928, classified according to integrity of bonde and status as outstanding,
retired, or invalld

Itam ’ Arlzona | California | Celorado Ideho |Montans

Acoordl nﬁ)&u distriet’s Ipt6liment of contract

to pey interest and principal Dollers Dollars Doltars Dollare Dollars

Iy issued; unpald . 760 9,
FPresumably void under statute of Himi- %04l % 048, 400
v&ﬂﬁ“’} x Jitlg 'dti t unpald ih s
0 ltlgation; as yet unpald._.. 471, 500
Intuugand!ot principal da!enifnd 731, 609 %3& %
Interest and/for principal cotng Tsgd G648 300 [ 16,082,000 | 1,040,880 | 875, 500
Interest snd/or prineipal payments over-
?B% wltfl'; present outlook for somesnd.
uatmen 4,167,000 | 1,637,400 | 4,092 80C | I, 234,800
asadfor prizedpal payments over-
g:;;n:itéx igr?gﬁnt oggllook for eventual a5, 600 188,000
] 320, 3
Exchapged Inr securitles of equal fare 5 %, 500 000 91,400
valog . 194, 00
Bonds and considerstion returned on
thange or abandonmant of plans 117, 500
Al intarest and prinetpal doe pald In fisll
{o data, 12, 325,000 | 95,850,881 | 3,321,800 | 7,684,900 | 3,310, 185
Total bonde 8ald ... ocemeacainnneoaco| 12, 620, 600 {100, 248, 711 | 20,168, 269 ¢ 13, 707, 680 | 4,023, 085

Hea footnoten at end of tahte.
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Tum 8—RBonds of irrigation districis in 13 Western Biates as of December 81,
1928 elo. —C-ontinued

Etam Arizona | California | Colorado Idabko | Montana
! to wiether outetanding, retired,
ar nv . - .
Dollars Dollers " | Dollars Dollars | Dollars
Vn!jdlty eamblished or presumed.....| 12,608,100 | 06,702, 587 | 8,047,330 | 11,736, 300 | 5,321,488
Validity in ltigation 471, 500 16, 000
Ratired at 26—
TN TS o B ) | D — 14,500 | 5,993,524 | 2,240,034 | 1,089,400 | 471,500
Bondsand conslderation returned on
ohange or abandontient of plans, 117, 300 meimma|amm—————
‘Exchanged for securities of equal face 194,050
i ] +
TUsed in payirg bond fund taxes .. D, 428, 272
Rapt;;g;imn:lm then 1?;01 walits mder com-
agreemen
Outatanding Issnes jalad 3,813,200 | 1,871,900 53,100 |
“Portlons of issuus canceled, balanees
most rases refunded by naw
Iny wigsues of dlstrir.t bonds ? 212,750 | 1,604, 754 350, TBO 15, 000
Tllegally tssucd. . 2,081, 760 | 2,040, 400 caeen
Lognlly inmued, bif prosumebly void
ander statuts of mitations 163, 300 _
Total bonds sold —--| 12 620, 680 |160, 348, 711, | 26, 153, 200 | 13,707, 580 | &, 923, ¥85
Ttem MNobraska | Nevads mw Qregon Texas
According to distriet’s folfillment of con-
tmctto ¥ interest an dpanpraI J Dailars Dotlars Dollara Dollara Dotlars
y isaued; nnpai 11, 600
Vn]ldit gh Ht!gal‘.i(m as yat unpnlﬂ 159, 800
Interest and/or prin i 100, 000
Intarest and/or principal comp mmlsed, | 2180, 882 - 250, 000 278, 00)
Interent sandfor pringipal payments
overdite, with present ontlook for .
gome adjustment. ..o, ........| 410,000 7,471,700 | 352,600
Interest andfor prineipal payments
overdus, with pressnt outlook [or
eventual payment in fall. . .___ 21, 600 408, 000
Exchanged for securitias of equel face
velua 130,000 oo cammmae
Bords end consideratlon retyrned on
change or sbandonment of plans.____. 532, 000 [L 1
Al interest and priacipal due pald in
full to date 2,123, 908 846, 500 014,500 | 3,846,500 | 21, 204, 600
Total bonds 8ok e - oo 6, 284, 850 843,500 | 1,524,300 | 11,833, 500 | 22, 054, 600
According te whather outstanding, retlred,
oY &{8 fd: in
Val[dity establlshed or presumed:_.! 3,431, 750 848, 50D 013, 200 | ¥1,234,300 | 20, 450, 000
Validity In Litlgation. ... 159, 800
Ratired at face value—
n cash 828, 083 1, 300 373,900 | 1, 505, 600
Bonds end consideration retarzed
on chanxa or abandonment of
632, 000 9700 | emiameeam
Emhanged “for Eeourities of equal
feca valie. . LN T—
Retired n;g:;;s than metg_valuu under
BETEQIIET
Oiftstsnding {sanes cangeled __ b 1 ) R [
Portions of issues canceled, balances
most eases Teindad by new
fasnes of district bonds I _......-- 482, 037 85,000 |_oteeiaaes
Invalid--
Tegally {snued 11,000 [ueormreccac[mmcmmmccrmu e rvsnneammmma e mmanmm e am
Total bonds sold 5, 284, 850 B840, 500 | 1,324,300 | 11,833,900 | 22, 054, 500

fee footnotea at end of table,
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“'ABLY B.—Bonds of irrigation districts in 18 Western Staies as of December 31,
S : 19828, ete~—Continued

Ttem Utah | VESHINE | pyoming Total
Atcording to distrief’s fnifilltment of contract
to ]ﬁy intersst and prineipal; Dollars Trotinrs Doltare Dollars | Per cent
gully {ssned; unpaid 4,722, 210
Presumably void under statuts of limi-
totions; nnpaid 163, 300 .07
Validity In litigation; as vet wapaid—.. 747, 300 .38
Intezest and/for prineipal defanited. ... 24D, 100 1,376, 100 LBl
Interest andjor principal compromised 807,400 5L 100 a0, 598, 852 13.61
Intereat and/or principal payments over-
due, with present outlook for sams nd- .
Justment. __ 1,515,000 | 2,519, 700 23, 690, 900 10. 54
-Tnterest and{or principal paymenta
overdue, witk Dresent oatlook for
even Ppayment in foll __ 1,241, 600 .55
Exchanged for securities of equal face
Talua 15000 [ 334,000 I3
D Benga oF Abandouanat of siaa %2 11 o6, 500 ass,000| 2,044,700 #
ge or abgndonment of . e 1, ; .
All intersst and prineipsl due paid in falt
to date. .. 2oo0d | 77,37 384,000 | 160,924,285 | (7L13
Tatal bondssald . o ovimnee e 3,325,600 | 11,158,471 | 1,280,000 | 224 843,197 | 100.00
Aooordjl;fi $o whether outstending, retired,
or Invaiid:
Outstanding—
Validity established or presumed . .| 2, 183,600 | 10, 646, 305 750,303 | 184, 278,850 BL.9%
Validity in litigatlon ___ _ 747,300 .3
etired st value—.
Red d o cosh 91,500 | 884,720 87,500 | 13,581,448 B4
D hatne o sbasdonmm i mens™ | 1,650,500 335,000 | 2,084,% o
ehange or abandonment of B .-l 1, 1)) .
Exchanged for securities of equal
face value. ... 10,000 oo e 334, 000 .16
Used in paying hend {nod foxes T 87,197 9, 515, 460 4.2
Ratired pt Tess than face valus yoder com-
Promise agroentents—
Gatstanding lsaues led 229, 080 6, 886, 300 208
‘Portlona of 18sues canceled, balances
in most cases refunded by new
issues of distriet bondsd.._ ... 18,350 | 2,789, 671 1.23
T eatty ssswed 210
egally ismed. . z 4, 722, 150
Legaliy lsaged, but presumably void
tndlet statnte of Ifruitutions 163, 300 A7
Total bonds $01d.. oo oeeoooooo.| 8,325,600 | 11, 159,471 1,260, 000 | 224,843,197 { 100.00

1 A canvass of Callfornis districts, made by the Californis Bond Certification Commisston in the snmmer
0£1030, shows that $0,851,330 of bonds of 7 districts in good standing Dee. 31, 1938, wers in defanlt on elthip
ringipal or interest on July 1, 1930. On thls basis the percentage of bonds on which all payments due hua
made (n fall is redueed from 71,13 to £6.82, a3 of the last named date,
! Final bolders usually bought thess honds At discounts psnding finaneisl settlemants. Bome bonds,
howavet, were booght at par, ]
? Relunded balaners aggregntiog $4,362,063, and balances of $377,146 remalniog eiter cancellation af
portions of 2 issnes which were not rafunded, are ineluded in other portions of this table.

In the classification in Table 8 “ compromised ” indicates bonds
on which edjustments of principal or interest, or both, have been
completed at a loss to bondholders, The three classes “ defanited,”
“ overdue, with present outlook for some adjustment,” and *over-
due, with present outlook for eventual payment in full ® comprise
all bonds on which payments are overdue. Segregation of overdue
bonds into these classes necesserily involves personal judgment but
is based upon a careful consideration of facts in each individual

~ease and upon the known performance of defaulted irrigation bonds

in general. The arrangement is believed to reflect in the aggregite -
the ountlook in 1929 for the bonds of each project concerned. In
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general, defanlted bonds are those on which all payments are lorig

overdue, with little apperent salvage in the projects and little out-
‘look for sny adjustment of indebtedness. Tﬁe second group, over-
due, with present outlook for some adjustment, includes bonds on
which payments sre overdue with adjustments in prospect, or with
safficient salvage in the projects to warrant an ex%ectation that ad- -
justments will be made at a loss to bondholders, but with little or
no present likelihood that all past-due payments will be made in
- fudl. e third group includes bonds on which delim uencies are
due to causes which seem temporary or superfieial and likely to be
overcome completely in the near future. Changes in economic or
other conditions may alter these respective totals. They are neces-
sarily based upon the conditions and outloock in 1929 only.

For purposes of com-

i parison, the history of
wo irrigation-distriet bond
integrity has been di-
vided into six T-year
periods, and the results
are summarized in Fig-
ure 6. The first and
fourth periods, as well
as the latter part of
the third, were times
when speculation in
district bonds was rife.
Effects of the war
boom appear in the
showings for both the
fifth and sixth periods.
od T par period | period | perlogd | perlod At the end of 1921,

!GES-HOOPSOI—EG? 1a08-1314 1915-193&{93_ 71 per cent of sll 'bonds
""’"“x "“’"’"‘I’: ""’;‘"*":";_'"""""".- sold to that time were
P b e O in good standing—that
Dafustieds comprormized,. ol is, a}l interest and prin-
Exchanged; relurried overdus,everrical payment B cipal due had been

sf and principal pald fo date i . .
Inferextond principalpg paid. The percentage

Ficuen 6.—Integrity of irrigation-district bonta as of
December 31,%958, cleselfied by 7T-vear periody In ab t’he end o 1928’ for
- ‘which the bonds ere gold all bonds sold to and

including 1928, is
shown in Table 8 to have been practically the same. However, as in-
dicated in footnote 1, Table 8, material defaults have developed since
the 1929 canvass was completed. Information from all States is not
available, but it is evident that the amount of bonds which were in
good standing December 31, 1928, should be reduced by st least
$9,661,330 es of July 1, 1930. Thus the proportion of bonds from all
States in good standing over the entire period is reduced from 71 per
cent as ofglc)ecamber 31, 1928, to 67 per cent or less as of July 1, 1930,
Necessarily a large proportion of the bonds issued during the fifth
and sixth periods, particularly during the latter, represent issues of
which fow or no payments of principal have yet become due,
The situation with reference to bonds sold during the fifth period
obviously is not so good now as it was at the close of that period in
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" IHRIGATION DISTRICTS

1921. ' The percentage of those bonds on which afl interest and

- principal dne had been paid in full was 99 per cent then and was
g‘i per cent in 1930. Tﬁm situation may be viewed in two ways:
(1) One-fourth of these bonds then in good standing were nof in
good standing in 1930. g) On the other hand, three-fourths of all

" bonds sold during that fifth period of peak prices and general opti-
migm eame through the following period of unfavorable agricultural
conditions withai payments made in full as due.

The principal reason for the very material defauits on bonds sold
during the fifth period was insufficiency of reserve to carry the dis-
& tricts through the postwar depression. These districts were predi-
cated upon costs which appeared feasible at that time, but which
proved oui of proportion to the earning power of the districts in

uestion under the unfavorable farming and land-settlement condi-
tions of the following years. Had prices for farn products con-
3 tirued high and had settlers come in the numbers anticipated, the
' history of many of these enterprises would undoubtedly have been
ry quite different. :

: "The same statement holds generally true as to defaults on bonds
more recently sold. Prices for agricultural commeodities have not
become favorable and land-settlement conditions have not improved.
Each year of the continuing depression has witnessed fresh defaults
and has strained the resources of «ther distriets still in good standing.
The imminence of years in which assessmernts must be increased to
care for paﬁents of bond principal, with the bond market nnfavor-
able for refunding on a satisfac.ory basis, led during 1930 to a cam-
paign to secure Federal aid in financing and refinancing district
enterprises.

considering the postwar performance of irrigation-district

bonds, it is necessary to recall that irrigation is not an isolated indus-
try; it is essentially a part of the Nation’s agriculture and it thrives
or suffers accordingly. As a matter of fact, the record of irrigation-
district successes and failures during the postwar period compares
not unfavorably, on the whole, with that of the banks.” Likewise,
the United States Department of Commerce, in publishing the results
. of studies of failures in the retail grocery bu iness, points out frankly
3 the weakmesses leading to such failures, but does not advise on that
account that the retail grocery as an institution is a failure (14).

,L MAINTAINING BOND INTEGRITY ANHB%EOVING THE STANDING OF DIBTRICT

- The foregoing discussion has dealt with irrigation-district bonds
- as & class, As with other statistics, the averages are based upon the
performances of districts of all sizes, kinds, purposes, and degrees

of excellence. The value of bonds of a single district varies with

the conditions affecting that district. This value does not always

A depend wholly upon agriculture, for some districts are composed

» TThe chief, division o bapk cperations, Federal Beserve Boerd, advised under date of

Mar, 25, 193‘). that the total number of bank suasensions, temporery and permanent, in
the Uplted Btates during the B-yesr pericd 1921--1928, ar reported {o the Federal Reserve
\ Board, was 5,000; the tota]l number of suspended banks reopened during the same period

wan The total nuniber of pational nnd State banks operatlng at the end of 1 waa
28,5708, excloslvr of private banks not under Btate supervislon. The totel pumber of
bankx in operation, mcludlng grivate banks not nnder Btate supervislon, was 30078 In
June, 1920 ; 30,748 In June, 1921 ; 26,145 In Jure, 1928 ; and 25,260 in June, 1520,
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largely of suburban residential property and others have marketable
power and other natural resources. But in most of the districts now
operating the value of bonds depends primarily upon the income
from the farming business of the distriet land operators, much as
the value of bonds of a commercial enterprise depends upon the
business of that enterprise, rather than upon the market value of the
land liable to assessment. The market value of lands within a dis-
trict may or may not reflect their earning power and is not a safe
criterion of economic feasibility. Nor is the capital cost per acre a
criterion, for many districts with high bonded debts are paying
their bills and promise to continue paying them, while some with
much lower debts are in trouble. Irrigation districts have much in
common, but they vary widely in financial integrity and in capacity
for discharging their obligations, and the bond investor must neces-
sarily rely upon an analysis of the earning power in each individual
case,

The tendency for years has been to increase the bonded indebted-
ness of communities, and the growth of irri%ation—djst.rict indebt-
edness is one phase of this. Since 1921 the aggregate bonded

indebtedness of operating districts and of those under construction
increased some 77 per cent, while the areas subject to such bonds
were increasing only 46 per cent. Stated diffevently, the aggregate
outstanding bonds of such districts averaged $25 per acre m 1921,
and $31 per acre in 1928. Considering those districts operating and
under construction at the end of 1928, the net bonded indebtedness
added since 1921, divided by the net bonded acrea%:a added since

1921, gives as a result $42 per acre, some of which was applied
against lands previously bonded. Necessarily the unit cost for
works installed during the last nine years has been higher than that
for the 85 years preceding, for the era of simple construction and
utilization of easily accessible water supplies has definitely passed,

. and both new ang supplemental development involve larger and
more eaXensive construction as well as higher prices per unit of
work. An increase in honds per acre is, therefore, to be expected,
but the responsibility of those having to do with development from
now on assuredly lies in keeping the costs well within the economic
nln:ad for it. Maintenance of district-bond integrity depends upon
this.

Much discussion has taken place within the last few years on the
subject of stabilizing the irrigation-district bond market. Various
measures have been suggested, frequently along the line of amending
the laws to strengthen the remedies of creditors in case of default.
It has also been suggested that the bondholders be given authority
to intervene prior to an actual default whenever the course of local
management appears to be leading clearly in the direction of default.
A further opportunity for improving the standing of district bonds
lies with the operating districts themselves. Among the various
possibilities the following appear practicable:

Provision from current revenues for the reduction of indebtedness
to the extent justified by the productive powers of the lands. The
wisdom of this policy may not always be evident, but in certain
notable examples it has been justified by the results. A natural {end-
ency is to consider one’s own affairs paramonnt, and pressure cer-
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tainly is brought to bear to hold down the rate of assessment to that
required for immediate needs. Nevertheless, it would seem that a
more widespread policy of providing sinking funds for redemption
of bonds at maturity or in advance of maturify would create 2 favor-
able impression upon bond investors, in addition to being good busi-
ness for the districts themselves. Deferred maturities are intended
to allow districts to become established before being required to make
heavy payments, but certain years are better than others, and these
favorable years offer a rezl opportunity to districts to reduce their
indebtedness. (;I‘he sudden sdvgnt of matug(i}ti?is is siniei_;lmes a hard
experience, and refunding during s poor bond market is expensive.
ﬁ statement is not intended to apply to those districts that have
worked out their programs and that are meeting their bond maturi-
ties regularly. It is based upon the fact that delinquencies in certain
districts are reported to be largely avoidable, and the tendency of
certain others is to let the future take care of itself. .

Cooperation among districts in maintaining credit. An irriga-
tion district with bonds fo sell usually has to place them upon the
general market. In practice the district’s ability to sell bonds and
the price received depend not alone on the investor’s analysis of the
individual case, but on the record of other districts in meeting their
obligations. Defanits unfortunately are emphasized, and a single
defaulting district seems to affect the market more keenly than many
sound ones. Irrigation districts are really dependent for their
welfare upon the performance of one another.

The extent to which districts should go in supporting each other
is a controversial matter. Creation of a fund to insure districts
against delinquencies was seriously considered by a large group of
districts recently buf to the present time has failed to receive sub-
stantial support. Objections were due partly fo the unwillingness
of established enterprises to sponsor the less stable ones, and partly
to the complications which would ensue in the handling of delin-
guent lands. Such procedure, if carried out, would be useful prin-
cipally in overcoming temporary troubles, rather than in correcting
the results of unsound development.

‘Without assuming financial responsibility for one another, good
is actually being accomplished in at least two States at meetings of
district representatives at the present time, through interchange of
experiences and consolidation of policies. Growth of a sense of
responsibility on the part of individual districts to & group is evident
in several places at present. Enlargement of this atfitude to include
the district movement as a whole would seem to promise beneficizl
resuits. This would necessarily include a willingness on the part of
existing districts to support ample appropriations for determinations
by the State of the economic feasibility of proposed developments and
the real need for them, and to give State officials statutory authork
to require such developments to conform to their economic need.
The State is the logical custodian of this anthority and if provided
with adequate bacling from the districts themselves is fully capable
of carrying it out.

Publication of facts concerning the districts' finaneial condition.
A common statement of bankers to whom district bonds are pre-
sented as collateral is that no source exists from which authentic

IRRIGATION DISTRICTS
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information is obtainable as to financial conditions. Installation of
adeguate systemg of accounting, frequent publication of complete
finanecial statements, and submission of statements of economic fact
to & readily available source of centralized information should go
far toward overcoming this objection. Definite progress along this
live is being made in certain States. The full cooperation of dis-
tricts is essential.

INDEBTEDNESS TO THE UNITED S8TATES NOT COVERED BY BONDS

Contractual relations between the United States and irrigation
districts on Federal reclamation projects (see Relations with the
United States, p. 59) have involved the creation of noninterest-
bearing indebtedness not covered by bonds but nevertheless com-
parsble with bonded indebtedness. ¢ sums involved have become
very large and are an important element of aggregate district in-
debtedness. The Bureau of Reclamstion has provided the following
statement (Table 9) as of June 30, 1929, showing for each State:
(1) Total indebtedness, or repayment contract value, under contracts
between the United States and irrigation districts, not covered by
bonds and repayable as construction charges over a period of years
provided the United States performs all construction work con-
tracted for; {2) total amounts paid by or credited to districts on
the contracts; and (8) total unpaid bslances, including both amounts
due and unpaid and amounts not yet due.

Tantm 9.—-Indebicdness of irrigation digiricle to the Bureau of Reclamation

State Totd |  Pad Balance dus

Doliors Dallars Dioliary

Callfornia 1,600, 000, 08 £, 000,00 260, 000,
Colorado 998, 788, 00 28,901 72 070, 546 28
Tdaho, 39,309,565.28 |  6,810,220.67 | 24,674,335 61
Mont ! 19,508, 372,81 811,578.88 | 18,696, 453.05
Nebraska, iOMMZ I A | 2,230,M0.00 1 14,485 007.53
Nevada | 3,248,743.00 BTL460.04 | 2,377, 288 98
New Mexico P 7.470,000.00 | 1,087,025.40 7 6,382 074.80
North Dakots. i 1,435, 834,00 56092 | LAWY 170.96
{ 19,843,391 05 841, 700.01 { 19,001, 022.04
Soutk Dakota 5, 432, 268,07 , T2 4 4, 904, 555 61
'aXn3, G, 034, 600 00 701, 200. 50 5, 428, 705,40
‘Washington. 14, 257,085, 72 1,532, 947. 85 12, 725, (38.07
Wyoming 8,050, 628,88 38 8,201, 458, 75
Total i ms,m.m.asl 17,119,220.05 | 122, 149,449, 28

These figures are explained by the Buresu of Reclamation as
follows:

The amounts shown in coinmn 2 inclade the ifmit of expenditures under the
contracts with irrigation dlstriets, although construetion work has not heen
completed, e. g, contracts have been entered into befween the United States
and irrigation districts embracing the Owyhee profect in Oregon-Idaho for the
expenditnre and repayment of $I8,000,000. Construction work is now in
progress, but water will not be avaliable for the lands for several years, and
repayment of the constroction charges will not commence untll ouve year affer
pablie notice 1s issued that water ig avatlable. It ig believed that the ameounts
shown in column 2 are apglogoug to * * * the amount of honds that would
have been necessary had the Irtigation districts fluanced the construction snd
finanetal readjustments granted, exeluslve of the element of luterest, Column
3 would be analogoens to bonds retired, and colummn 4 would be snalogous to

‘Af.
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bonds sold and outstanding and bonds voted but not !ssmed. There are no
amounts that can be given by the burean which would be analogous to bonds
sold. Such a fgure would be only problematical.

The ghove tabulation covers only irrigation, drainage, and reservolr distriets.
The varlous canal companies, ditch companies, Irrigation companies, ete, such
g9 have been organized in the States of Idaho and Nebraska and have purchased
water under the Warren Act, have nof been included. Neither have water ugers'
associations been included,

The foregoing figures, together with those in Table 5 in the three
columns under “ Bonds,” cover the mejor obligations incurred by
irrigation districts in the several States.

WARRANTS AND NOTES

The warrent is the usual instrument through which money is
obtained in small amounts prior to the collection of assessments,
although some statutes authorize the issnance of negotiable notes or
certificates of indebtedness for temporary needs. Warrants draw
interest at rates fixed by the boarff of ireetors, within statutory
limits., ‘They may be made payable at & certain future date or on
demand. Warrants payable on demsnd are registered by the district
g; order of presentation if funds are not them available to pay

em,

A large accumulation of registered warrants is usuaily indicative
of heavy delinquencies in payment of assessments. This is not a.lwa.gs
the case, however. For example, a large California district st the
end of 1928 had outstanding nearly $500,000 in warrants which had
heen issued for construction work for which bonds had been voted
but were being held up because of litigation; the bonds have since
been delivered. Some districts with large accumnulations of warrants
have refunded them with district bonds.

Several Texes districts have issued notes maturing serially in
from 1 to 10 years, in preference to long-term bonds, for replacement
of pumping machinery. Others have issued notes to pay the costa
of organizing and meking preliminary surveys.

STATE SUPERVISION

The policy of requiring State officials to inquire into the desir-
ability, from a public standpoint, of forming an irrigation district
first received legisiative sanction in Idaho, The failures in the early
nineties had caused the Cslifornia Legislature, in 1897, o make more
stringent the conditions precedent fo formation and bondinﬁ of
districts without, however, imposing outside control. But Xdshe
in the same year required the State engineer to examine and make
an advisory report upon plans of each district prior to a bond
election, and in 1907, after having tried several different checks on
the formation of districts, settled upon the plan now in effect. With
the sole exception of Kansas, the pStates having distriet laws have
since provided for State supervision in ore form or another.

CHARACTER OF SUPERVISION

Control by the State applies in certain cases to the formation of
the district and in others fo plans and estimates formulated lafer.
One theory is that no irrigation district should be organized unless
there is smple indication of its feasibility and the sugciency of its
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proposed water supply. The other thought is that the formation
of distriets should be encouraged to the end that machinery may
thus be proyided for the actual investigations of feasibility and
water supply, but that actual construction of works or issuance of
bonds shall be subject to State approval. With reference to bond
issues, one plan is to have the Stafe investigate and report prior to
all proposed issues; another is to establish certain standards to
which bonds must conform if they are to receive State approval as
investment for certein types of funds. The usual supervision is
advisory rather than mandatory.

ORGANIZATION

In California and Idaho, investigations and reports are required
I prior to the formation of irrigation districts. Thess re orts, if
adverse, are sufficient to prevent formation unless'thre&fourtﬂs of the
landowners petition otherwise. ‘The organization petition in Wyo-
ming must contain an engineering, Water-sugply, and land report
bearing the approval of the State engineer. In Texas, petitions for
organization of water-improvement districts, as well as for water
control and improvement districts, are heard and passed upon by the
State board of water engineers if the lands are located in two or
more counties, and by the county commissioners’ court if wholly
within one county. The district court may set aside the order of
the State board in case of water control and improvement districts,
and that of the commissioners’ court in case of either kind of district,
Districts in New Mexico and Orsgon may be formed without the con-
sent of any State official, but wit%] the exception of districts in New
Mezico formed to cooperate with the United States, they must go
to the State engineer before proceeding further. In Washington
the director of conservation and development is required to investi-
gate the water supply of a proposed district and report his findings
to the board of county commissioners, who “shall establish and
define the boundaries of the district along such lines as in the judg-
ment of the board will best reclaim the lands involved.” Montana
now imposes no restrictions on the formation of districts, the law
governing the alternative class of districts formed under the Mon-
tana Irrigation Commission having been repealed. However, Mon-
tana requires a report from the State engineer on engineering fea-
tures and water supply, except in case of districts proposing to
cooperate with the United States. In Utah the State engineer is
required to make a water survey and alotment of water to each
40-acre tract in the proposed district, or smaller tract if in separate
ownership, before the district may be declared organized. In Colo-
rado, Nebraska, North Dakota, Oklahome, and South Dakota investi-
gations and recommendations are provided for by State officials prior
to district formation, but these are not binding upon the district
electors, the purpose being simply to make known the conclusions
reached.

In actual practice the State engineer or other corresponding offi-
cial receives a copy of the petition from the county body or from
the petitioners, checks the preliminary plans, and as a rule either
visits the proposed district in person or sends a deputy to make such
actual field studies as time and available funds may permit. Com-
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- paratively few proposed districts heve been completely disapproved

by the State. However, it is not unusual for the State engineer to
call attention to the lack of certain information, or to require addi-
tional data, or the eliminafion of certain tracts of land before

granting approval.

PLARS AND ESTIMATES FOBE BOND ISBUES

A mumber of State laws provide that the plans and estimates of
the district directors formulated before issuing bonds shall be re-
viewed by State officials but in most cases do not make the resulting
State recommendations binding upon the districts. Some statutes,
however, state that districts issuing bonds to carry out any plans
approved by a State commission may msake no material change in
such plans without the commission’s consent, or provide otherwise
for State approval. The disposal of bonds is subject to partial con-
trol by State officials in several States.

State supervision over plans and estimates upon which bond issues
are to be based necessarily goes further than over the guestion of
formation of the district, for the former involve definite costs of
construction which are sometimes dealt with only in a general way
when organization is being considered. The State is also deegly
concerned with {he security for the bonds. Tt sometimes occurs that
the bond issue proposed, and which the State is to inquire into, is
inadequate to complete the construction ealled for. In such a case
it is the funectior. of the State to revise the estimates and recommend
a greater bond issue. Likewise the maturities proposed may not be
best suited to the particular type of district. For example, & com-
paratively 'undevefoped district may propose to issue short-term
bonds which it would have little chance of retiring when due; or
a well-settled district, fully able to discharge capital indebtedness
at an early date, might plan to throw p heavier burder upon posterity
than is justified. Proper maturities are recommended by the State
supervision in such cases.

ecurity for the bonds involves many factors, impertant among
which are the value of the land both with and without a water sup-
ply, adaptability of certain crops, potential earning .power, relation
to marlets, character and sufliciency of the water supply, engineer-
ing and economic feagibility of the plans, limitation of indebtedness,
degree of settlement of the land, and character of the settlers. All
these influences must be considered in determining the proper amount
of bonded indebtedness to be created ngainst a district to insare
prompt payment of the interest and principal. While the district
electors and district officers in any given case may be perfectly
capable of deciding the amount of indebtedness they wish to incur
and may use good judgment in reaching their decision, nevertheless
it is the mod%?.ng influence of a puElic viewpoint, shaped by a
knowledge of State-wide conditions and past experience and un-
hampered by purely local considerations, that the various statutes
on this sub&ect have attemipted to provide. Such examination is
usually made by the State engineer, though in several States by
commissions composed of the heads of the engineering, banking, and
legal branches of the State governments.
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OERTIFICATION (F BOXNDS

A step farther in the matter of State control over bonds of irriga-
tion districts is the certification of such bonds as legal investment
for funds which the law authorizes for investment in county, school,
and strictly municipal bonds, and the consequent elevating of cer-
tified bonds to a higher plane than those not certified. Submission
of bonds to the State for such purpose is voluntary, but in most
States districts that have had any bonds certified are forbidden to
issue further bonds without certification.

The principle of State certification was first worked out in Cali-
formia In 1911, and has since been introduced into Arizona, Colo-
rado, Idahe, Montana, Nevada, New Mexico, Oregon, Utah, and
‘Washington, The certification law, however, was repealed in Utah
in 1923, and in Idaho and Montana in 1929. The principle grew
from g degire to provide a wider market for sound irrigation-district
bonds and to %ut them on the same basis for investment purposes
as bonds of other public corporations; that is, to give notice that
the State had investigated the bonds of a particular district and ap-
proved them as investment for trust and sevings funds. Indirectly,
it was thought that the setting of a high standard for such bonds
wn:m]till tend to raise the standard of wrrigation-district bonds im

eneral.
g The California plan, upon which those of the other States are
based, is ss follows: The directors of a district who wish to have
bonds certified make application in prescribed form to the California
Bond Certification Commission, composed of the attorney general,
State engineer, and superintendent of banks. The commission makes
an investigation dealing with water supply and water rights; fer-
tility of the soil and its susceptibility o irrigation, probable duty of
water, and probable need for drainage; feasibility of the irrigation
system; reasouable market value of water, water rights, and all
irrigation works owned or to be aequired or constructed with the

roceeds of the bond issue; and reasonable market value of the lands
in the district. The commission also ascertains whether or not the
aggregate amount of bonds of the district, including those under con-
sideration, exceeds 60 per cent of the agpregate market value of lands
and water, water rights, and irrigation works owned or to be acquired.
Nobondsmay be certified if the aggregate amount exceeds the 60 per
cent limitation. If the commission’s report is favorable, the bonds
issued are enumersated in a supplementary report by the commission
as entitled to certification by the State controller. Bonds so pre-
sented to the State controller and certified by him are legal invest-
ments for all trust funds and for funds of all insurance companies,
banks, trust companies, and State school funds, and they enjoy the
same privileges as bonds of cities, cities and counties, counties, school
districts, and municipalities with reference to purposes of investment
and deposit as security for the performance of sny act. As many
consecutive 1ssues of bonds may be certified as the commission may
deem proper. After any bonds of an irrigation district have been
enumerated as entitled to certification, no uncertified bonds of that
district may be lawfully issued. No expenditures may be made from
Lhe proceeds of certified bonds untill the commission shall have
epproved a schedule of proposed expenditures.

A A
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- Points of difference in the certification laws of the several States
are the ratio which certified bonds may bear to aggregate market
valie of lands and works, extent of control over expenditures of
proceeds of certified bonds, and whether bonds may be issued sub-
sequently without being certified.

To December 31, 1928, the following total amounts of Irrigation-
district bonds had been approved for certification by commissions in
the several States:

Arizona __._______...___ $14,645,000 | Oregon .________________ $11, 835, 000
Qalifornia .. _____. .. ... 111, 325, 057 | Utah 1, 100, 000
Idaho . 11,043,860 | Washington_..._________ 1,304, 130
Montana .. __.__ 1, 930, 000 —_—
Nevada' ______. _____._ — 2,205, 500 Total . _______ 166, 316, 158
New Mexico ___________ 827, 600

OPERATION OF STATE CONTRIL
OBGANIZATION AND BOND ISEUES

State control over district activities has advanced slowly in the
face of opposition by many established districts, by persons who
have fearetf the influence of political considerations upon decisions
of State officials, and by others whose viewpoint has been purel
speculative. Efforts made in Colorado, and recommended by eac
succeeding State engineer, to provide some check upon the rapidly
Increasing speculation in district bonds during the first decade of this
century came to naught largely, it is stated, because of the influence of
persons interested in unhampered promotion of irrigation districts.
Buf the prevailing tendency has been to strengthen State control
rather than to Hmmt 1t, because of the salutary influence it has un-
questionably exzercised in restraining the promotion of wildeat enter-
prises. An effective State supervision renders the financing of a
project without engineering or economic justification more difficult
than would be the case otherwise and to that extent lessens tha chances
of district failure. The various State officials, in administering dis-
trict affairs, have very generally shown their feeling of responsibility
in guarding the State from the consequences of possible failures,
While State supervision has not been uniformly successful, it has
unquestionably been beneficial.

Persons who have agreed upon the general principle of State
control have disagreed upon its extent. As a result the permissible
degree of supervision varies considersbly in the several States, as
has been shown. In no case does it exteng to centering in one official
or commission control over all activities of all districts. On the
contrary, supervision is frequently limited to the making of recom-
mendstions, in which event its chief practical value has consisted in
bringing to light the strong and weak points of proposed plans of
reclamation, .

While the statutes are the foundation for State su ervision, the
administrative Il)olicy of each State is important, for gtates having
the same general statutory Erovisions often exercise different degrees
of supervision. Some flexi ility exists, for instance, in determining
the economic fensibility of a project—z matter of the utmost impor-
tance, particularly when bong issues are under consideration.

* In ndditicn to the total shown far Nevada, bonds of Joeal improvement diatricta within
irrigation districte aggregating §358,600 had heen certified. it
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The larger developments of the last 15 years have emphasized the
need for providing Iéts,te officers with aceurate, up-to-date informa-
tion concerning irrigation districts. Statutory provisions for finan-
cial statements and reports have accordingly been given increasing
attention. The State engineers particularly have found it necessary
to keep in touch with s}l matters pertaining to organization, bonding,
progress of construction, and general operation, ‘whether by reports
or by personal contacts, for ultimately they are called upon to
shoulder most of the State’s responsibility. Installation of uniform
systems of accounting has been advocated in varions States and has
made substantial progress in several States in spite of the practical
difficulties involved.

CERTIFIGATION OF BOND3

The principle of certificaiion has been an important element in
the financing of irrigation distriets in several States, notably Cali-
fornia. In others, including Washington, Montana, and Colorado,
it has had little or no effect. As stated, the certification laws of
Utah, Idahko, and Montana have been repealed.

Many controversies have centered about the provisions for certifi-
cation and their administration. Commissions have becn charged on
the one hand with being too lax and on the other too stringent, de-
pending upon the effects of their decisions in given cases. On the
whole, the principle of certification is in less general favor than it
was 10 years ago, owing to the fact that of bonds which have de-
faulted since then a considerable proportion has been certified bonds.

The certification statutes recognize the distinetion between income-
producing and speculative bonds and provide eriteria for eliminat-
ing essentially speculative bonds from certification. These criteria
include feasibility of the irrigation system but do not specifically
include economic feasibility of the whole enterprise. In fact, ac-
cording to an attorney who perticipated in framing the original
California bond-certification act, the proponents of the act were not
willing at that time to delegate to the commission any specific discre-
fionary authority to approve or disa_ﬁ)pmve bond issues as the result
of determinations of sconomic feasibility. Such determinations have
come to be recognized as very important and have been given consid-
erable attention by the California commission under the general
suthority contained in the act.

The State assumes no obligation to pay certified bonds in case of
default. Its responsibility extends to investigating and reporting
favorably upon bonds which fulfiil the requirements of law, an
thereafter to supervising in greater or less degree the expenéiture
of funds derived from sales of certified bonds. Certification of
bonds, then, is clearly not a State guaranty. It is essentially a
passing of judgment upon the suitability of the bonds for invest-
ment of trust funds provided plans are properly carried out.

" The three criticisms of certification probably most frequently
voiced, with comments thereon, are as follows:

(1) That the State in placing its certificate upon the bonds with-
out assuming financial responsibility for their payment is not ful-
filling its moral obligation. This objection involves the extent to
whic]% the State should subsidize irrigation development, which is

A4
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everywhere a controversial matter. Granted that the State is not
to undertake subsidies, the obligation assumed in case of irrigation-
district bonds is not fundamentally different from that concerned in
certifying bonds of other types, nor in admiristering the blue-sky
laws or the laws regulating issuance of public-utility securities. In
none of these cases does the State assume financial responsibility.
Differences in the motives in passing the irrigation-district-certifica-
tion law and the blue-sky and public-utility laws, and in the admin-
istrative procedure in approving securities, m:ay be considerable but
do not affect the essential character of the Htate’s obligation.

{2) That purchasers of certified bonds are siisled by the certificate
into thinking that the State has assumed finencial responsibility. A
clear reading of either the certification aci or the certificate on a
certified bond leaves no ground for concluding that the State prom-
ises to pay the interest or principal in case the district defaults. To
avoid such presnmption or the possibility of misrepresentation, a
positive statement in the certificate that the State disclaims financial
responsibility could be provided by amend.inghthe law. The Oregon
law, in facti was amended in 1927 to require the certificate to contain
the words: * This bond is not an obligativa of the State of Oregon.”

(3) That the State has not provided ade«.}]uatel_y for the investi-
gations and checks upon expenditures needed to iustify placing its
seal of approval upon the bonds. This ¢bjection, where valid, in-
volves defects in administrative procedure which presumably can be
remedied. That the criticism is evidently valid in some States may
be concluded from the experiences of certain officials in atterapting
to exercise effective conirel over the execution of plans which they
have approved., Considersble opposition to the further extension of
State control exists in many quarters and is shared by representa-
tives of certain established districts unwilling to submit to addi-
tional restraints upon their own activities. Much serious objection
to certification should be removed, however, by overcoming this
opposition to further State control and giving the certification com-
missions the authority and the money they need for making com-
‘plete investigations of all factors, including economic feasibility,
and for really effective control over expenditures,

The certification laws are not uniform throughout the several
States and it is true that in some States certified bonds have gone
to default. Failure in some of these cases has been due to elements
of unsoundnesz which existed at the time of certification but which
were not sufficiently considered or understood, and in other cases
to unfavorable developments later. Opposition to the principle of
certification, based upon one ground or another, has forced the ex-
treme measure of repeal in three States. In other States where
the principle has strong support, opposition has led to discussions
of means of strengthening the Jaw and making less likely the cer-
tification of potentially unsound tonds. The certifieation plan has
proved valuable in those cases in which the commission has been

iven ample funds to make determinations of feasibility and has

1 authority to reguire expenditures to conform to approved plans,
and the plan appears susceptible of greater usefulness under en-
larged legislative provisions. Favorable results can hardly be ex-
pected unless the officials charged with administration of the certifi-
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“cation plan are given a measure of control over expenditures that is

consistent with the reasons. which induced them to certify.
INVESTMENT OF STATE FUNDS IN IRRiGATION-DISTRICT
_ SECURITIES
The guestion of public aid to irrigation distriets for the purpose

of stimulating or meking possible needed development has been
under discusston many times. Efforts made from time to time o

induce Congress to provide for Federal guaranty of district bonds:

have not yet been successful. A number of the States, however,
"have granted statutory authority for the investment of State funds
In irrigation-district bonds, and several have actually made such
investment, as shown below. Two different viewpoints have gov-
erned the purchase of district bonds with State funds—investment
and development—and the selection of bonds has varied accordingly.
Where the prime motive has been investment, the State has chosen
bonds from the standpoints of security and net return and has made
purchases mainly in small blocks. Where the benefit to accrue to
the State from the development of resources has been sought, aside
from the benefit of a good investment, the conclusion reached was
that the public funds should be placed where they would do the
most good, even to the point of purchasing bonds, much of the se-
eurity for which remained to be created. These motives, however,
have not always been clearly defined. In ceriain cases, for example,
several in Washington, the motive has been frankly development;
in others it has been solely or primarily investment, owing to the
absence of any immediate need of State assistance; whereas in still
others it is not pessible to say to what extent the desires or represen-
tations of districts themselves have influenced the selection of bonds
for State investment. States in which purchases of district secur-
ities from State funds are reported are as follows:

UTAH

Utah in 1911 authorized funds derived from the sale or rental of
State lands to be used in purchasing irrigation-distriect bonds. Ap-
arently this was not a well-defined policy of public aid to districts,
or it was accomplished merely by enlarging the scope of invest-
ment of State land funds and introduced no new features, During
the next two years a total of $90,200 was invested in bonds of three
districts, covering in all 23,320 acres, the purchases ranging from
25 to 50 per cent of the total amount of bonds sold by the districts.
As two of the investments proved unsatisfactory, the amendment
was repealed in 1815, The IS)tf:tte has since disposed of its interest
in one of the districts at a nominal figure,

CALIFORNIA

In 1915 and 1916, when the market in California was less favor-
able than it became later, the State purchased $75,000 of certified
bonds of two districts from the teachers’ permanent fund and school-
land fund. Additional purchases from fime to time through the
yoar 1529, from the school-land fund, compensation-insurance fund,
and esta.teswof-deceased-é)ersons fund, have brought the total to
$339,000 of certified bonds of eight irrigation districts. The State’s
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- bonds sold by each district, In no case exceeding 2.5 per cent and
- being less than 1 per cent in case of five of the eight districts.
" Several of these blocks of bonds were bought at 2 premiam. All
“bonds purchased are in good standing, although one of the districts
is under a burden which has caused it to seek Federal rehief.?

NEBRASKA

For some years Nebraska has made purchases of irrigation-distriet
bonds from the permanent school fund. To date $556,800 of bonds
of 11 irrigation districts have been purchased, of which the State
now holds $433,100, In case of five districts the State purchased
-all bonds sold, in one case 92 per cent of the total, and in the five
other cases 1 to 38 per cent. e total areas of the six districts of
which the State bought all or nearly all bonds amount to 34,598
acres; of the other five districts, 160,180 acres. A portion of one
issue was refunded at 95 cents on the dollar, and interest in another
case 1s overdue, with outlook for a compromise. All other bonds are
in good standing. .

WASHINGTON

The Washington Legislature in 1919 provided that the Stats

reclamation revolving d, raised by an snnual levy of one-half
mill upon all faxable property in the State, might be used for invest-
ment 10 bonds of reclamation districts, including irrigation, diking,
and drainage districts. The law was “based on the proposition that
the State should encourage, direct, and aid in the reclamation of its
waste land ¥ (77). The fund was created a revolving fund in that
bonds bouﬁht by the State were intended to be resold when market-
able and the proceeds apEE_led to the development of other districts.
Administration of the d is controlled by the department of
conservation and development.
. The original plan was to buy the bonds st 90 cents on the dollar,
on the assumption that s district able to sell bonds elsewhere for
more than 90 had no need of State assistance. For the first few
years the State bought only portions of district bond issues. The
purpose was to give limited aid where possible by buying partial
1ssues st 90 and reselling them when the development thus made
possible should have enhanced the security and made the bonds more
attractive to private investors. This procedure proved unsatisfac-
tory, for it left some projects only partly financed and unasble to
soll more bonds. Later plans have contemplated giving individual
districts all ihe help they need.

To the end of 1928 the Statz had purchased a total of $1.674,805
of bonds of 15 irrigation districts including a total area of 90,129
acres. The State bought the entire issues of five districts and 98 per
cent or more of bonds sold by two districts. Of these seven districts,
the six which mey be regarded as fully financed to date include an
aggregate area of 7,504 acres, of which 4,757 acres were irrigated in
1998 and have outstanding bonded debts per acre ranging from $59
_ to $127 with a weighted average of $84. In the other eight cases
the portions of total issues sold which were purchased by the State

* Blnce thie was written this distriet hap defaulted in paymént of bond interest,

urchazes have been bnly a small {fraction of the total amount of
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ranged from 4to 74 per cent. Of bonds purchased, the State subse-
quently sold $512,500 of bonds of eight irrigation districts to private
purchasers. '

_Of the total amount of irrigation district bonds purchased by the
State, $936,805 of bonds of nine districts are in good standing and
$788,000 of bonds of six districts are in default or have been com-
promised. One of the districts with bonds in good standing, however,
-gave the State $253,805 of bonds in satisfaction of claims for advances .
asggregating approximately $825,000, so that the State’s actual ]
-investment was refunded at considerable loss. t

The plan has proved disappointing, not only in the financial losses
involved, but in the failure of its main purpose of placing new irriga-
tion district development on a sound basis.*®* This is brought out by
the fact that of the nine districts with bonds in good standing, only
three were formed for entirely new development; furthermore, one of
these three was the case of essential refinancing referred to above in
which the State’s actual investment was refunded at a loss, and
another was a case in which the State bought only 6 per cent of the
entire amount of bonds sold. Ore of the districts formed for supple-
mental development was aided by the State through the purchase, as

an emergency mesgsure, of bonds bearing 1 per cent interest to finance
additional storage required for an increasing orchard area.

Of the 6 districts with bonds not in good standing at the time
of this survey, 2 were formed for entirely new development, 2 for
principally new development, and 2 for principally supplemental
- development, The State has acecepted or is faced with losses in all
six cases, It is the largest or the sole bondholder of three of these
districts. Where the State takes the entire refunding bond issue of
a refinanced district, maturities and interest rates are designed to
carry the projects successfully through their development periods.
The purpose of the 1 per cent interest rate is to ease the settlers’
burdens as much as possible without allowing them alfogether to
lose sight of their obligations to repay the State.

The Washington plan is still in operation, notwithstanding losses
of State funds and the resulting criticism and opposition, but has
been restricted in its scope by lei?slative and administrative measures
designed to guard more carefully against repetition of heavy losses.

OREGON

In Oregon a plan of State assistance to irrigation and drainage
districts was provided by constitutional amendment in 1919. This v
involves the payment by the State of interest on district bonds for

® The third bienniel report of the department of conservation nnd development above
¢ted {£7} thus summarizes the restlts to September, 1926: “ But what does the record
disclose? Not only losses of Btate investmente runzing into milllons but actuelly negative
regults so fBr as reel reclamation !s concerned. Not g alngle new profect haw been eatal-
Iighed on & firor feoting, On several prelecis thet were new or subatantially so a debt

bas heen created so great that the lnndowners can not see thelr watf otit, and Instead of |
Increased settlement it heg been the reverse—meny homes deserted and the Jand ngein
turining to desert. * * * True, sore exipting projects were heltped through heing able %)
to borrow Irom the Biate money needed for extonglons or rebewsals, at lower votes than

ther conld have secured elsewhere, But thig geslatence to established projects wan prob-
ably not contemplated I the origlhei State reclamation act, and it wes cut off from
the distriet mosf in need of it by an amendment Fﬂﬂﬂed by the legislature of 1923 which
limited ibvestment of the Stete reclemation fund to those districts which should be fonnd
by the direetor to be *in gound fipanciel conditfon.’ This amendment hes made it man-
datory upon the director to refuse durlag the blemnlum to purchase the bonds of some
districts voted for hetterment and extenslon work becguse of the fact that these districis,
on thelr owh book stowing, wera not firanclally sonnd.” 9
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periods of not to exceed five years. The purpose was to give dis-
tricts an opportunity to get on a paying basis before azlg demands for
intersst should fali due. The amendment provided that the money
advanced by the State for payment of interest should be repaid
after the maturity of the last bond on which the State had paid
interest. Funds are obtained by the State for this purpose by the
. sale of State bonds upon which the districts benefited are required
to pay interest, in order that the State, although lending its credit,
shall be fully reimbursed for expenditures. The smount of indebt-

edness that the State may incur for this purpose is limited to 2 per

cent of the assessed valustion of all property in Qregon. Admin-

istration is in the hands of a commission composed of the attorney

general, superintendent of banks, and State engineer, but an act

pasezd in 1927 provides that the State reclamation commission (gov-
ernor, State treasurer, and secretary of state, with the State enfi-

neer as secretary of the commission) shall investigate requests for

such payments by the State and shall recommend that the State

g;imt or refuse the requests. These recommendations are advisory

only,

To the end of 1928 the State had advanced money for payment

of interest on $9,384,000 of bonds of 15 irrigation districts, the total

-issues per district ranging from $30,000 to $1,550,000. These dis-
tricts cover a fotal area of 150855 acres, of which 70,995 acres were

being irrigated in 1928, and have outstanding bonded debts ranging

from $22 to $118 per acre with a weighted avera‘e of $62 per acre.

Of such bonds outstanding at the end of 1928, oriy $2,235,000 issued

by two districts were in good standing. The State’s obligations in

connection with these advances as of June 1, 1928, are shown by

the following figures (77} :

Oregon disirict interest bonds issued and out-

standing. $2, 168, 960. 00
Arnnual Interest on such bonds. 101, 548, 32
Total anneal interest to June 1, 1928 __________ 5id, 604, 27
Portion of total annual Interest paid by districts___ 245, 838, 58
Accrued interest credited to districts 5, 105, 44
Interest due and unpaid by districts 283, 690. 25

These figures show that the districts had paid less than one-half
of the amount of interest on State bonds with which they are chiarge-
able. The State is liable for the interest and principal of these
“ district interest bonds,” in case the districts fail to repay the State.
That there will be material failures to repay is evident from the
situation in a number of these districts. The situstion caused the
1927 legislature to authorize the State reclamation commission to
compromise the districts’ indebtedness to the State and accept:
refunding bonds on the same terms as such bonds should be accepted
by other creditors. The 1929 legislature authorized the release of
the whole or any part of such indebtedness, provided other creditors
agree that annual payments on indebtedness due them shall be
reduced to an amount which the commission finds to be within the
district’s ability f0 pay. Plans were under way to releesc this
indebtedness in connection with refinancing and reorganization of
several districts,

The fact that three-fourths of the bonds on which the State con-
tracted to advance interest are in default shows clearly the extent
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to which this plan has failed to place new irrigafion development
on & sound basis. Of the 18 districts in default, 7 were formed for
entirely new development, 2 for principally new development, and
4 for ';l)rincipally supplemental development. While development in
these last six projects was more or less advanced prior to district
organization, the obligations incurred in connection with the new
work financed by the districts have proved to be out of proportion
to ability of the lands to pay. There?ore, when the respective 5-year

eriods during which the gtate advanced interest on district bonds

ad passed, these districts as well as those formed entirely for new
development found themselves unable to meet their annual charges.
This situation was aggravated by two general conditions, namaly,
the undertaking of construction during and immediately following
the war at prevailing peak prices and the ensuing unfavirable agri-
cultural conditions.

The State is obligated under present contracts fo advance an addi-
tional $13,800 for payment of interest. There is no present senti-
ment for undertaling new obligations of this character. On_the
contrary, repeal of the censtitutional amendment authorizing these
advances is to be voted upon at the next general election,*

WYOMDNG

Wyoming, in 1923, authorized investment of permanent funds of
the State in bonds of irrigation and drainage districts. Such
investments require (1) a favorable report by the State engineer
ufon the necessity and feasibility of the improvement and sufficiency
o

the security; (2)_ a favorable report upon legal features by the

attorney general; /7., unanimous approval of the fiscal board, con-
sisting of the governor, secretary of state, State treasurer, State
auditor, and State superintendent of public instruction; and (4) final
approval by the governor, State treasurer, and attorney general.
Estimates of cost and investigations of water rights, water supply,
and tifle and charscter of lands are provided for. At least 80 per
cent of the lands must be held by fee-simple title in private owner-
ship. State funds may not be invested in bonds of any irrigation
distriet in excess of 40 per cent of the actual cash value of lands and
water rights, and in recent cases outstanding private obligations have
besn considered and outstanding public obligations have been
dlfdlllcted from the statutory 40 per cent loan value before making
the loan.

The first purchase of irrigation-district bonds under this act was
made in 1924, and fotal purchases to the end of 1928 amounted to
$296,500 of bonds of six irrigation districts. These districts cover
a total area of 54,513 scres, of which 81,170 acres were irrigated in
1928, and have outstanding bonded debts ranging from $2 to $13
per acre, with a weightef average of $5.44 per ascre. Bonds of
another irrigation district were reported upon favorably by the State
engineer late in 1928 and were being prepared for delivery to the
State in the sumimer of 1929. Drainage-district ﬁnancingrgas been
considerably more extensive.

4 The provislon was repesled at the November, 1930, electlon.
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In the case of each irrigation district the State is the sole bond-
holder. AT bonds bear 5 per cent inferest and all were bought at
par. The first five issues purchased consisted of amortization bonds,
that is, the principal of each bond is payable in installments. The
latest issue purchased and the one being prepared for purchase in
1929 are serial issues.

All seven districts were formed for principally supplemental
development-—t{o take over going concerns, refund indebtedness, and
finance improvements. In four cases the sale of bonds to the State
was sought for the sole purpose of liquidating indebtedness of com-
pleted systems, the favorable terms invoived in the refinancing mak-
Ing it particularly desirable to the districts. In another case 2bout
one-half the bond issue and in the two remaining cases only smail
gercentages were used to refund indebtedness, the balances being

evoted fo completion or reconstruction of works or to provide stor-
age. Advances of funds for purchase of bonds are made by the State
as needed to pay approved claims, All irrigation-district bonds pur-
chased by the State were in good standing st the end of 1928.

RELATIONS WITH THE UNITED STATES
BUREAU OF RECLAMATION

The most prominent relations between irrigation districts and
the Federal Government have been with the Bureau of Reclamation.
I{istricts which have had such dealings may be subdivided in two
classes,

{1) Districts formed at the instance of the bureau on reclamation
projects, ss substitutes for water users’ associatioms, “ for the as-
gumption as principal or guarantor of indebtedness” of project
lands to the United States,

{2) Districts which have contracted with the United States under
the provisions of the Warren Aet for the purchase of water supplies
or for the construction of irrigation or drainage works, or both.

The water users’ associations were mutual stock companies com-
posed of settlers on reclamation projects, through which the Bureau
of Reclamation could deal with the settlers and through which the
seftiers could eventually operate the systems. They have proved sue-
cessful in some cases, the outstanding example being Salt River
Valley Water Users’ Association, Arizons. From the bureau’s ad-
ministrative standpoint, however, the only remedies in case of non-
payment of charges were individual suits, and there was no means
of compelling Ian%gswithin projects which had not applied for water
rights to contribute their share toward operation and maintenance.
On the other hand, the irrigation-district plan made collection of
charges a function of the distriet or county machinery provided for
collection of iaxes, and so far as new projects were concerned, of-
fered one contract mn place of many. The bureau, thersfore, adopted
the policy of urging amendments to the State laws providing for
contractual relations between irrigation districts zmg the United
States and of urging settlers on many of the existing projects to
adopt the irrigation district in plece of the water users’ associstion
or to form districts where no associations existed. The results have
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been that all the States except Xansas that have irrigation-district
laws have now authorized districts to cooperate with the United
States and that districts have been organized on most of the Federal
-reclamation projects and in case of many completed projecis have
assumed control of the irrigation systems. The functions of active
districts on Federal projects which have not yet assumed operation of
the systems but whicll):l have contracted with the United States usually
consist in guarantesing and collecting charges due the United States,
" or in representing the project settlers prior to the execution of
contracts for the repayment of existing or future charges.

While forms of contract between these districts and the United
States have varied, the essential features of agreements for complete
substitution of irrigation districts have been the dissolution of
water users’ associations where they have previously existed, the dis-
charge of liens contained in stock-subscription contracts, and the
assumption by the irrigation districts of all indebtedness due the
United States, the charges to be collected by the districts under their
general taxing power. In actual practice thereafter the burean de-
termines the annual amounts due for various purposes, and the dis-
trict levies assessments to meet such charges and turns the money
over to the United States at the times provided in the contract.

Districts of the above-described type—with the exception of Kin
Hill irrigation district, Idaho—have been formed at the instance o
the Bureau of Reclamation on the reclamation projects proper.
Other irrigation districts, however, originally formed independently
of the TUnited States, have found it to their advantage fo contract
with the United States for the purchase of water supplies or for the
construction of irrigation systems without strictly becoming a part
of any Federal reclamation project. The Warren Act (16), passed
in 1911, authorized the sale of watler in excess of the reguirements of
the suthorized projects to individuals and various types of associa-
tions, including irrigation districts, and the cooperation of the
United States with such bodies for the construction and use of irri-
gation systems, Districts of two classes have contracted under this
act—those needing total or partial supplies of water, other provi-
sion having been made for construction of works—and those which
desired irrigation or drainage systems to be constructed by the Bu-
reau of Reclamation. TUp to the present time, in addition to the
fact of securing financial aid, the greatest advantige to the districts
of this plan over that of dispesing of bonds in the open market has
been that interest has not been required on deferred payments. The
United States has also reaped benefits from these contracts. Wider
markets heve thus been secured for water developed, and to this end
the bureau has been willing, to the extent of available funds, to
construct systems for districts adjacent to projects. Furthermore,
n. connection with the drainage oi Boise project, Idaho, the bureau
has been able {o construct dreinage systems %or neighboring irriga-
txﬁnldlstricts that have been of material benefit fo the project as
whole.

It was the original policy of the Bureau of Reclamation to require
the deposit of bonds to secure the payment of contractual indebted-
ness over a period of years, but Witi)': the clarifying of State statutes
on the subject the assessment for payments called for in fhe contract
is now considered a sufficient lien upon the land. The only distriets
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required to deposit bonds were the first ones to enter into such con-
" tractual relations in Yakima Valley, Wash, )

The total amounts involved in contracts between the United States
and irrigation districts, grovyed by States, is given under the head-
ing, Indebtedness to the United States Not Covered by Bonds (p. 46).

INDAN IRRIGATION SERVICE

Irrigation-district relations with the Indian Service have been
limiteg. Contrary to the policy of the Bureau of Reclamation, the
Indian irrigation service has not encouraged the formation of irriga-
tion districts on the Indian projects. The needs of the case, of course,
are different, for the reclamation projects are designed for eventual
operation and repayment by the seftlers themselves, whereas the
Indian projects may continue under Federal operation indefinitely.
" Nevertheless, it was felt by the white settlers on Yakima Indian
Reservation, Wash., whose lands comprise a large portion of the
Wapato project, that an organization was needed through which to
deal with the Indian Service. So an irrigation distriet was formed
there to include the “ white ” lands and any additional lands that
might thereafter come into white possession. The district was formed
in 1920 and is still active, but its sole function is to afford a medium
through which the white settlers and the project management may
consult.
There have been only a few cases of cooperation between irrigation
districts and the Indian Service in the construction and ownersﬁip of
jrrigation works.

GENERAL LAND OFFICE

Relations with the General Land Office deal with the inclusion
of public lands in irrigation districts. Prior to 1916 the various
State courts that had passed on the subject held conflicting views
as to the liahility of public lands of the United States for district
obligations, both before and uwpon the issuance of patent. But the
situation was cleared when Congress in 1916 passed the Smith Act
(26}, which subjects both unentered and entered, bu! unpatented,
public lands to the district lien in districts approved by the Secre-
tary of the Interior and not comprising a majority acreage of un-
entered land.

An irrigation district desiring to come within the provisions of
the Smith Act is required to submit an application to the local land
office containing data on organization, water rights and water sup-
ply, plans and specifications, and to file maps upon which land
ownership is classified. Where the unpatented lands lie within a
Federal reclamation project, the application is referred to the Bu-
reau of Reclamation for a report as to feasibility, otherwise the
General Land Office makes its own investigation of feasibility of
the irrigation system. Upon approval by the Secretary of the In-
terior, the irrigation district files with the local land office a list
of assessments against each legal subdivision of public land. Al-
though unentered land is not subject to tax sale, and the United
States does not become obligated for assessments, nevertheless these
charges constitute a lien against the land which must be removed
before entry is allowed. Entered but unpatented land, however,
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may be sold for taxes, in which case the purchaser assumes the rights
of the original enfryman.

In connection with applicstions for Carey Act segregations and
desert-land entries the (general Land Office has had occasion fo in-
vestigate a number of irrigation districts.

OTHER SALIENT FEATURES
APPORTIONMENT OF WATER

The functions of an irrigation district include distributing as well
as procuring the water supply. The first question that arises mn
conpection with water distribution deals with the areount to be
delivered to each user. 'Where a district takes over a going irriga-
tion company it usually takes it subject fo any existing rights of
individual tracts to receive definite quantities or proportionate quan-
tities of water. But if a new system is to be built, or additional
land included, or additional supplies of water obtained for lands
already wholly or partially irrigated, it then becomes necessary to
determire just how the water is to be divided. Some States merely
provide that the directors shall adopt rules and regulations for the

uitable distribution of water,

The California law has always provided that district lands shall
be assessed at their full cash value and that water shall be appor-
tioned according to the ratio of the last assessed valuation of each
tract to the total district assessed valuation, the landowner being
privileged to assign the right to the whole or any portion of the
water apportioned to him. Thus, the more valuable a tract the
more water it is entifled to. The same rule holds in Oklahoma.
However, the rule may not always be workable, for if carried to
conelusion it would result in giving a totally insufficient quantity
of water to a tract of porous soil witﬁ normally a high water require-
ment, although the tract might be so low in fertility or so far removed
from transporiation facilities that its assessed valuation would be

- relatively low. Care has been taken not to disturb the California

law on this subject, inasmuch as the United States Supreme Court
in passing upon the constitutionality of the original Wright Aet
cited with approval these features of the law and held that such an
apportionment of water, coupled with the right of assi;: ment,
* operates with as near an approach to justice and equality ss can
be hoped for in such matters, and does not alter the use from a public
to a private one.” The rule is being followed in some districts, with
adjuséments in assessed valusfions to take care of cases in which it
might work an injustice, buf is not followed in others,

ertain other States provide that water shall be distributed pro
rata, that is, an equal amount to each acre. Still other States, of
which Washington is an example, require that the board of directors
shall provide for “the equitable distribution of water to the Iands
within the district, upon the Iasis of the beneficial use thereof,”
which is the end that most well-conducted irrigation entferprises
strive to attain. The Utah provision for an allotment by the State
engineer before organization of the district, with a final revision
after organization and after the amount of water available has been
determined, is a refinement of this prineciple in that it embodies a
survey of all existing water rights, classification of the soil, deter-
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mination of the water deficiency on each tract, and resulting deter-
mination of the smount of water to be supplied by the district to
each tract.

Aauthority to charge tolls for water, which is granted by most of
the States and which has been taken advantage of to some extent,
offers a means of apportioning water in any particular year according
to the needs of the water users.

Irrigstion districts are ofteu given conditional authority to sell
or rent excess water to outside lands.

EMINENT DOMAIN

An important power granted by all the State statutes to irrigation
districts is the right of eminent domain—the power to condemn land,
water, water rights, and other property necessary to the purpose
of the district. In Californiz ar irrigetion district, in common
with other political subdivisions, may take immediate possession
upon bringing eminent-domain proceedings and depositing the re-

uired security. California furthermore authorizes an irrigation
istrict to condemn the use of property of another irrigation district
50 long as it does not interfere with use by the district first acquiring
the property. Under this authorization Waterford irrigation dis-
trict in 1915 instituted proceedings to acquire the right to enlarge
the main canal of Modesto irrigation district for the conveyance of
water to the Waterford lands, but the case was settled without going
to trial.

DRAINAGE

The right to construct drainage works is now generally recognized
to be as vital to the success of an irrigation district s is any other
of its powers. Although such provisions were not included in the
early district laws, the experience of all types of irrigation enter-
prises has brought the question of drainage of irrigated lands very
much to the fore and has resulted in effecting lega% means in prac-
tically all of the States for the undertaking of drainage by irrigation
districts. Until recently comparatively few irrigation districts had
done drainage work on any great scale. Very frequently only por-
tions of districts had become affected by the rise o‘% water, in which
cases the general tendency was to afford local relief only and to
leave preventive measures to the future; for the possibility of future
injury proved to be a far less potent incentive to the expenditure of
money for drainage construction than the injury already visible,
However, instances of drainage eonstruction by irrigation districts,
financed either by special assessments or by bond sales, are now to
be found in 2 number of the States, and the organization plans of
several districts have contempleted, as an integral part of the dis-
tricts’ engineering vlans, drainage construction and the use of the
drainage water for the irrigation of other lands. Several large dis-
tricts in San Joaquin Valley, Calif., have important pumping instal-
lations for drainage purposes.

In some sections, as Yakima Valley, Wash., the numerous irriga-
tion districts have been largely relieved from the consideration of
drainage problems by the widespread existence of drainage districts,
The important thing obviously is to get the land drained by whatever
kind of distriet is most practicable, gWithout reference to the merits




64 TECHNICAL BULLETIN %54, U. 5. DEPT. OF AGRICULTUBR

of either type of district in any given case, however, it is highly
advantageous for an irrigation district to be allowed to construct
drainege systems. In ceriain cases, for example, relatively small
amounts of such work need to be done. Again, it may prove easier
and speedier to accomplish drainzge work by an existing organiza-
tion than to orgsnize another district to do it. Furthermore, the
simultanecus consideration of irrigation and future drainage prob-
lems by a pew irrigation district may result in an yltimate saving
of money. Finally, as a matter of self-preservation, the power of an
irrigation district to relieve its own water-logged lands and make
them valuable again is of the utmost importance.

The Bureau of Reclamation has cooperated with adjoining irriga-
tion districts in drainage construction on Boise project, Idaho;
Klamath project, Oregon; and North Platte project, Nebraska, Such
cooperation, which has been in addition to drainage cooperation with
irrigation districts on the projects proper, has consisted usually in
the construction of drainage works for the irrigation districts as
parts of the general project drainage systems. In other cases the
right to discharge drainage water from district systems into the
project ditches has been the subject of contract.

ELECTRIC POWER

The development of electric power by irrigation districts and 1its
use either within or without the districts are authorized in several
States as a means of making the irrigation plan more economical
and effective. Power-development programs have been confined to
relatively few districts but are highly important to those few. The
largest undertakings hiave been in California in connection with the
development and storage of water for irrigation purposes. These
are as follows: (1) Construction of a power plant in connection
with Don Pedro Reservoir by Turlock and Modesto irrigation dis-
tricts. Modesto distributes the whole of its share of the power,
while Turlock distributes power within certain boundaries and sells
the surplus to a private corporation. At the end of 1928 Modesto
was distributing power through 7,572 active meters and Turlock
through 5,374. Combined ecapital expenditures of the two districts
for power, aside from the cost of Don Pedro Dam, exceed $4,000,000;
(2) construction of a power house at Exchequer Dam by Merced
irrigation district and sale of all power to a private company at the
plant. The contract with the power company runs for 20 years,
with option of renewal by the district for an additional 20 years.
The distriet’s invesiment in power construction exceeds $1,000,000;
(3) contract between South ]S)an Joaquin and Oakdale districts on
the one hand and twe private companies on the other, under which
the districts jointly built Melcnes Dam and the companies built a
power plant below the dam. Payments to the districts for use of the
water for power are used to pay the interest and principal of district
bonds issued to build the dam, of which the principal amounted to
$2,200,000; and (4) contract between Nevada irrigation district and
a power company under which district water is to be used by the com-
pany for power purposes for a period of 50 years. The revenue
from this source is estimated to pay the inferest on all district bonds
now outstanding, aggregating nearly $8,000,000, construction of the
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district’s irrigation distribution system being not yet completed or
wholly financed.*?

A c{iﬂ’erent phase of the subject appears in the operation of Yuma
and Queen Creek irrigation districts, Ariz., which have fulfilled their
sole parposes of organization by constructing transmission and dis-
tribution systems for the delivery of power purchased elsewhere for
use by individnal pumping plants within the district. Arizona now
has a’satisfactory electrical district law under which projects of this
type may organize. Two districts in Washington have proposed this
same type of development, but have not yet carried it ont.

Truckee-Cerson irrigation district, Nev., is distributing power
through the medium of local improvement districts.

INCLUSION OF MUNICIPALITIES

Cittes and_ towns may be included in irrigation districts and
assessed for district purposes in California and certain other States,
but in still other States may not be so included. In Oregon, for
example, residence property may not be included in districts, but
city or town property used or suitable for agriculture is subject to
inclusion. The justification for including town lots, which may
themselves never be irrigated, is that some municipalities owe their
existence in whole or in part to the success of surrounding irrigation
districts and should consequently be made to share in the districts’
upkeep. While the control of gistrict affairs by city residents has
sometimes been feared, particularly in California whére the general
election laws apply, it usually happens that city residents take much
less interest in district affairs than do the farmers, and in relatively
few cases have they been known to centrol affairs for their own
particular advantage.

INCLUSION OF PUBLIC LANDS

The inclusion of public lands in irrigation districts is of course at
{;he option of the Federal or State Governments holding title to such

ands.

The question of including public land of the United States has been
discussed heretofore under the relations of irrigation districts with
the General Land Office (p. 61). As stated, congressional authority
now exists for the inclusion of unpatented land under certain cond,.
tions at the discretion of the Secretary of the Interior.

Several States, recognizing the possible hindrance to development
by withholding State lands from inclusion in irrigation districts,
have made provision for such inclusion under restrictions and under
the su];iewision of the proper State officials. Such provisions usually
deny the right of districts to assess the State, but either grant liens
simiar to that contained in the Smith Act (16) or authorize the
State land offices to contract with individual districts for the pay-
ment of assessments by the State.

LOCAL IMPROVEMENT DISTRICTS

The local improvement district is a subdistrict within an irrization
district in which improvements may be made of particular value to

The ‘detailn of these contracts and thelr effect upian the flnanclal atructures of the

districts are discussed In. (2). The effect of power development apon the Btorage debts and
appual agsessments of five of the above kixg P 8 g ¥

lstricts‘ Ta discussed In (13) on P 43 and 49,
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the Iands included. In the usual type of irrigation district the local
improvement district is useful in cases in which the main irrigation
district builds and operates only the main canals and main laterals
and leaves to individuals or groups the responsibility for constructin
sud operating sublaterals leading from the main system to individua
farms. However, even in districts which deliver water to each farm
or small unit of lend the local improvement district may be used,
where the statute permits, for dramage purposes or for other con-
struction for which the district as a whole does not assume respon-
sibility. Operation of local improvement districts in the several
States is as follows:
WASHINGTON

The plan of permitting subdistricts to be organized for local im-
provement purposes within irrigation distriets was first worked out
in Washington, It was proposed at one time to organize one large
irrigation district to include all lands irrigated from the Sunnyside
Canal system of the Buresu of Reclamation in Yakima Valley. This
system serves lands under widely divergent conditions, embracing
gravity and pumping systems and areas more lately put under irri(fira-
fion, which are reached by more-costly construction than that needed
for the earlier irrigation.” If this entire system were included in one
irrigation district cectain units would be under heavier construction
and operation cests than other units, This situation led to the idea
of authorizing the users under one lateral or other unit of an irriga-
tion district to make repairs or reconstructions or to construct exten-
sions themselves, and to handle the cost of doing this. Such local
improvement would also include drainage work.

In 1917 Washington suthorized the creation of local im(i)rove-
ment districts within irrigation districts. Provision is made for
the formal organmization of such a local district by petition of
ihe owners of one-fourth of the acreage to the board of directors
of the irrigation district and hearing before the board of direc-
tors, or by initiation of proceedings by the directors themselves.
A protest by a majority of holders of title to lands within
the proposed local district is sufficient to prevent formation in
either instance. No local government is provided for, ail affairs
being handled by the central board of directors, which adopts plans,
issues local improvement-district bonds, and consuinmates the work,
The bonds may bear a higher rate of interest (8 per cent) than the
usual type of irrigation-district bond and are an obligation of the
entire irrigation district. The cost of the local improvement, how-
ever, is assessed in the usual way against the lands benefited, and
the law provides that no tract on which an assessment is paid is
thereby released from liability to assessment for deficiencies or delin.
quencies until the principal and interest of all bonds have been
paid in full In case of failure of lands in the local district to
provide sufficient money to pay principal and interest, the main
irrigation district is required to pay the deficiency in general
warrants. )

Twelve irrigation districts in Washington are reported as having
adopted the local-improvement-district feature, with a total of €5
auch districts. Against these local districts there have been issued
a total of $675206 of bonds &s:eside from main irrigation-district
bonds), of which $3556,213 have been redeemed and $320,083 are out-
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standing. Their purposes have been principally lining lateral ditches
replacing earth ditches with pipe, installing measuring devices, an
in a few cases building new laterals,

The most extensive development of this character has been in
Sunnyside Valley irrigation district on Yakima project, which has
42 local improvement districts covering a total area of 9,962 acres.
Against this $458,750 of local-improvement-district bonds have been
sold, of which $268,625 have heen redeemed. Some of the earlier
work is stated to have been unsatisfactory, with the result that the
main district has had to take over some tracts of land at tax sale and
make good the local district obligations out of its general funds.
Such cases, however, are few, and on the whole this feature has
proved satisfactory.

A further application of the local district idea in Sunnyside Valley
irrigation district is in the formation of *maintenance districts,” a
type of organization not provided for by statute but formed and

ctioning only under resolutions of the board of directors. A
maintenance district is initinted by petition of owners of at least 25
per cent of the acreage served by s lateral or sublateral, and formed
only after written notice to all landowners affected and an oppor-
tunity for a hearing. The district is not formed if substantial oppo-
sition develops. The purpose of the maintenance district is to dis-
tribute the cost of maintenance as equitably as possible on laterals
carrying less than 10 second-feet, in as much as the Bureau of Recla-
mation'maintains laterals on this unit down te that figure only. No
permanent consfruction is handled. The farmers do the canal clean-
ing themselves, choosing a local foreman who is satisfactory to the
Sunnyside district directors and arranging the time of work te suit
themselves. The foreman is considered to be the ageni of Sunny-
side district. Payments for labor and materials are made by the
distriet directors, and the cost is sssessed equally to the lands in the
maintenance district and collected as part of the general irrigation-
district assessments. The Sunnyside district divectors have reserved
the right to establisii 2 maintenance district upon each lateral covered
by a local improvement district in order to assure the board that the
construetion work performed by the local improvement district shall
be properly maintained. To the present time, 8% maintenance dis-
tricts covering a total area of 33,939 acres have been formed and are
in operation, It is fo be noted that this area is a substantial fraction
of the total 81,000 acres in Sunnyside Valley irrigation district.

NEVADA

Nevada has $wo local improvement district laws. The earlier law
authorized a division of an irrigation district to provide for local
improvements, the division to have a local board of directors, includ-
ing as one member the main district director from that division.
This arrangement did not prove altogether satisfactory, so in 1923
the legislature provided an alternative plan, based upon thai of
‘Washington, uncﬁ)er which several local districts are operating, There
are important differences between the Washington and the Nevada
plans, mainly as to organizing the districts, providing for issuance
of securities, and the character of the obligations. For examplie,
bonds, netes, or certificatés of Nevada local districis may bear not
over 6 per cent interest and are not a general obligation of the main
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irrigation distriet. Prior to the issuance of such securities any land-
owner may pay off the amount of local improvement benefit assessed
against his land. The lew does not state specifically whether such
land continues to carry a joint Hability for repayment in case of de-
hinguencies on the part of other landowners, and apparently the
courts have not yet passed upon this peint, but 1t is locally considered
that the provisions of the main irrigation district law relative to
joint liability apply to local improvement districts as well. In other
importunt respects the Washington and Nevada plans are essentially
similar.

In Walker River irrigation district three local improvement dis-
tricts have been formed covering a total of 65,976 acres. 'These have
sold a total of $144,000 of local improvement-district bonds, of which
$11,000 have been redeemed and $133,000 were outstanding in 1928,
These expenditures have been partly for drainage and partly for

urchase and reconstruction of a canal and distributing system. In
IC)Fruckee-Ca.rson irrigation district € local improvement distriets have
been formed and 8 more are conteraplated, the 9 coveting almost the
entire irrigation district. These six improvement districts issued a
total of $118,600 of local improvement bonds in 19928, of which all
are outstanding, for construction of electrical distribution systems
and formation and financing of such districts continued during 1929,
The Truckee-Carson district owns and operates the main power line
and substations which supply these local distribution systems.

IDAHOD

The Idsho plan is very different. The legislature in 1925 author-
ized the creation of “irrigation lateral districts” within territory
already organized as irrigation districts in the same manner as irri-
gation disiricis gre created from unorganized territory. The irriga-
tion-lateral district has its own directors, officers, and employees and
is not subjuct in any way to the parent district, except, of course, in
that its pm‘-ﬁose is to build and eperate a luteral diteh of an organized
irrigation district. The lateral district has all the powers of a parent
district, includinﬁ the power to issue bonds and levy assessments.
The law specifically provides that creation of obligations and levy of
assessments by an irrigation-lateral district shall not affect the obliga-~
tions and assessments.of the irrigation district of which it isa part.

Two irrigation-lateral districts have been formed in Weiser irri-

ation district covering town lots and suburban property adjacent to
eiser. They include, respectively, 85 and 280 scres, and had sold

$5,800 and $23,008 worth of bonds to the end of 1928, The larger

district had redeemed $3,500 of its bond issue.

CATIFORNIA,

California in 1927 enacted an “irrigation district improvement
act” based generally upon the originsf local improvement district
law of Washington, but with important differences in procedure and
with added features. Assessments are apportioned sccording to
benefits rather than on the ad valorem basis provided by the main

irrigation district law, and include interest on deferred payments at.

not aver 7 per cent per annum with 10 per cent additional for antici-
bated, delinquencies, payable in not over 10 annual installments.
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N Coupon warrants, bearing the same rite of interest provided for the

assessment installments, may be issued payable only out of funds
- derived from the improvement assessments. Before warrants are
issued any landowner may pay his assessment in cash. In such event
Bis land is not thereafter subject to sssessments for such improve-
ment, but remains liable for maintenance and operation and for sup-
plementary or additional aseessments. Such supplementary assess-
ments must be made upon all lands sufficient to pay the cost of
Improvements or warrants in full ir event the original assessments
prove insufficient,

The most important new feature is authority for the irrigation
district directors to levy an additional assessment for operation, main-
tenance, and repair of the works of the improvement district, or, in
lieu of an assessment, to fix tolls for the use of water or any other
public use within the improvement district.

To the end of 1928, 13 improvement districts had been organized in
Turlock irrigation district, including a fotal area of 10,197 acres and
with a total warrant indebtedness of $91,478, mainly for the purpose
of canal lining, and a number of others have since been formed. In
Modesto district one had been organized and seversl were in process
of formation. Further operations were being delayed pengi.n 8
court decision as to the validity of the disirict improvement act. The
deciSi%I(!) upholding the validity of the act was handed down January
13, 193028

UTAH, NEW MEXICO, 0REQON, ARD TEXAS

Utah provided for local improvement districts within irrigation
districts in 1919, and New Mexico in 1921 aunthorized their formation
in irrigation districts formed to cooperate with the United States.
Both of these laws are based generally upon the Washington law.
No local improvement districts have been formed in Elephant Butte
irrigation district, New Mexico, which is the only irrigation district
yet formed in that State to cooperate with the United States, and so
far as could be ascertained, none has been organized in the Utah
irrigation districts. Amendments to the Oregon district law in 1927
and to the Texas water control and improvement district law in 1929
authorized the making of local improvements and levy of taxzes there-
for in designated areas within districts,

COOPERATION WITH OTHER DISTRICTS

Irrigation districts are sometimes authorized to cooperate with
other ﬁistricts in the same State or in adjoining States, in the con-
struction, acquisition, and operation of irrigation systems. There
are numerous instances of intrastate cooperation, particularly in
California, Oregon, Washington, Idaho, Colorado, and Nebraska, of
which the earliest notable examples were the building of La Grange
Dam by Modesto and Turlock districts and the Goodwin Dam by
Oulkdale and South San Joaquin districts in California. More re-
cent examples of cooperation are mentioned in connection with
power development (p. 64). Cooperation between districts in ad-
joining States has been limited to a few cases in lower Snake River
Valley in Xdaho and Oregon, including operation of Arrowrock

& Moore v. Thornburg et al, 208 Cnl. 857, 284 Pae, 218,
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division of the Federal Boise project, and to operation of the several
- divisions of North Platte project in zWy(‘:min and Nebraska turned
over to the users. The way hac been opened for eventual coopera-
tion between districts on other interstate projects of the Burean of
Reclamation when the districts shall have taken over the operation
of the irrigation systems concerned.

DISSOLYTION

The Wright Act made no provision for the dissolution of irriga-
tion districts, but subsequent legislation in California and in other
States has provided for dissoluticn by the courts, by the county
governing bodies, or by the districts themselves. This procedure 1
advisable in the case of defunct distvicts, not only to clear the ree-
ords of possible tax liens but also to prevent ill-considered plans of
resuscitation. No district may escape its obligations through dis-
organization, and the decree of dissolution is dependent upon liqui-
daticn of indebtedness.

Oi the 302 irrigation districts in the United States classed as
inactive, 85 were reported as formally dissolved.

IRRIGATION-IMSTRICT DEVELOPMENT
EARLY UTAH DISTRICTS

The first irrigation-district legislation in the United States was
enacted by the Territory of Utah, January 20, 1865, providing for
irrigation distriets within counties, but making no provision for
bond issues. This law was immediately put into operation, with
the result that a Jarge number of such enterprises were formed dur-
ing the following quarier century in various parts of the Territory.
No attempt has been made to ascertain the exact extent of operations
under this law, for the present investigation has been concerned
primarily with the type of distriet first authorized by the Wright
Act; but it is known that the number of early Utah districts was
large,** and it is also apparent that very little in the way of actual
construction was accomplished by them.'®* They have, in fact, had
small share in the irrigation achievements of the State, and have
been generally forgotten in the communities in which they were
organized. The very few that still exist are thought of rather as
mutual companies and are similarly operated. They bear little
analogy to the present-day irrigation districts.

THE WRIGHT ACT OF CALIFORNIA

Foliowing a number of unsuccessful legislative attempts to pro-
vide for public irrigation enterprises, and in response to a demand
from farmers of San Joaquin Valley, Calif., for a means of organ-
ization by which an obstructing minority could be compelled to con-
tribute to the cost of building an irrigation system, California in

# Thomns (18) states that a conservative estlmate would place the number of such
orgemgations st about 100. Brough (3}, writlng In 1808, states that there were then 41
puch Irrlgatlon districts in Ttah.

B Numerops upauccesafu] attemptz to balld Irrlgation works under thiy low ere
reported ().
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1887 passed the Wright Act2® PBriefly, this law provided that 50,

or & majority, of frecholders owning lands susceptible of one mode
of jrrigation from a common source and by the same system of works
might propose the organization of an irrigation district by petition

- to the board of county snpervisors, which petition if sufficient in

form must bs granted. Thereupon the sapervisors were required to
call an election at which all electors in the area described were al-

- lowed to vote for or against the ozﬁranization of the proposed dis-

trict and for district officers, an affirmative vote of two-thirds of
those votin% being necessary to anthorize formation. If declared
organized, the board of directors of the district was given power to
acquire, by purchase or condemnation, the necessary property, water
rights, and irrigation works; to call elections on the question of issu-
ing bonds, at which a majority of the votes cast was sufficient to
authorize a bond issue; to issue and sell bonds in the amount author-
ized, and fo use the proeeeds for the purchase or construction of
irrigation works; to levy annual assessments to meet the interest and
principal of outstanding bonds, and to call elections on the guestion
of special assessments; and generally to manage and conduet the
affairs of the district to the end that a system of irrigation works
should be constructed or purchased, water delivered, and the distriet
obligations paid as due.

The essence of the Wright Act, then, was the permission given
to a part of the residents of a given area to incur indebtedness for
which all the Iands in such area were held liable. Fifty or a majority
of the landowners might propose the organization of a district; but
once organized, a majority of the electors voting at any bond election,
whether landowners or not, might bond the district in any amovnt
they pleased. The advantage thus given to groups of small laz.d-
owners is obvious, and just as apparent is the certainty of resulting
opposition of unwilling owners of large tracts to a scheme of things
which had not yet been tried in the courts and which was soon seen
1o involve constitutional questions. If those who wished irrigation
could have built systems to cover only their own lands, much of the
early litigation would have been avoided. But the situation in San
Joaguin Valley which gave birth to the Wright Act resulted from
the decreasing yields of grain due to farming the land year after
year to this one crop angl the consequent unprofitableness of dry-
grain farming on small areas while large acreages could stili be made
to yield a prefit. At the same time the cost of bringing water to
the small areas alone might be prohibitive, yet be entirely within
reason if spread over additional adjacent areas. It was to remedy
such conditions and to enable the needed additional areas to be
brought within districts, supplied with water, and taxed to pay their
proportion of the cost of irrigation that the irrigation-district law
was enacted in California.

Much litigation arose over the formation and bond issucs of the
early districts. The cbjecting landowners claimed that the sale of
their lands for district taxes constituted an infringement of the
Federal Constitution in that it involved taking property without

1¢The Bistory of irrlgation dlstricis In Celifornia from 1R87 te 1916 1z detniled by

Adameg (f}. 'The receat publication by Adams {(2) glvee very full statemeuta concernlug
developments from 1515 to 1928,
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due process of law. The California State courts held repestedly that
neither the State nor the Federal Constitution was violated, and
although in the first Federal case to pass on the question the circuit
court held the Wright Act uncounstitutionsl, the United States Su-
preme Court in 1896 reversed the decision and established for all
time the constitutionality of the irrigation-district law.’” The broad
ground was taken in this decision that in a State like California,
embracing millions of acres of arid lands, the irrigation and bringing
into possible culfivation of such areas is a puglaic purpose and a
matter of public interest, not confined to the landowners or to any
one section of the State, and that an act of the legislature providing
for irrigation may well be regarded as an act devoting the water to
a public use. The court held, furthermore, that the detailed procedure
provided for in the act constituted due process of law.

In the meantime, and while the ultimate fate of the distriet law
was shill unsettled, Washington, Kansas, Nevada, Oregon, Idaho,
end Nebraska, in the order named. had enacied irrigation-district
statutes. These followed for the most part the phraseology of the
Wright Act, altered to suit local conditions. There was no imme-
diate reaction to the Supreme Court decision, in the enactment of
additional laws or the formation of new districts, but with the con-
stitutionality of the law established the way was opened for the
ever-increasing development which began a few years later, Seven-
teen of the Western States now have irrigation district laws embody-
ing the principles first expressed in the Wright Act.

With the changes that have taken place since the enactment of the
early district Iaws, and the experience the States have had with the
actual operation of districts, it has been inevitable that frequeni and
radical alterations and additions should be made to the original
laws. Even at the present time, 2lthough the fundamental prin.
ciples of the irrigation-district type of organization may be con-
sidered as well settled, many details of formation and operation are
undergoing change.

EARLY DISTRICTS UNDER THE WRIGHT ACT

Three States soon followed California in passing irrigation-dis-
trict statutes, but actual operations prior to 1895 were confined to
California and Washington. Little vwas accomplished at this time
in Washington, for only two of the seven districts formed issued
bonds, and none did much in the way of construction. In Cali-
fornia, however, extensive operations were carried on, the results
of which may be summarized in the statement that 49 districts were
organized, of which 26 went beyond the point of organization and
seriously attempted fo function, and that only 8 of these have sur-
vived to the present day, 6 of the 8 Laving been compelled to pass
through financial reorganizations before t%eir survival became as-
sured. Furthermore, of the $7,917,850 of bonds issued by the early
districts only $2,000 were paid in full, $5,690,800 having been com-
promised at losses to holders, and $2,061,750 illegally issued. The
remaining $163,300 were unpaid and are now presumably outlawed.
With an mitial handicap of this magnitude, the present estent of

i Falibrook Irrigotion District v, DBradley, 184 U. 8. 112,
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¥ development by irrigation districts in California and their pre-
ponderance in the irri%ation affairs of that State offer striking
 testimony to the adaptability of the irrigation district, when prop-
' erly safeguarded, to certain types of (IeveTopment.n
X great many of the early California districts were involved in
litigation on one point or another, lar%el as the result of the opposi-
tion of landowners unwitlingly included, sithough the earliest dis-
e tricts were undoubtedly bona fide enterprises and free from specula-
| tive features. After a few years, however, speculation and promotion
of irrigation-district schemes became rife and brought with it the
train of misfortune that usually follows such unhealthy develop- .
ment. If is true that the bonding of irrigation enterprises was a
new departure in irrigation development in the United States and
that much had fo be learned of the soundness of and security for
% such bonds; but it is also true that excessive optimism, fraud, care-
Iessness in the matter of water supply, and the use of this new means
of promoting land sales entered largely into many district enter-
prises. On the other hand, some legitimate and entirely feasible
- undertakings of the early period that were started were carried
under in the reaction that followed the panic of 1893. Several of
. the feasible disiricts managed fo weather the storm and eventually
> to effect bond settlements which have been the forerunners of their
present success.

[ THE PERIOD OF CONSERVATIVE DEVELOPMENT

Following the close of the first and generally disastrous phase
of development no districts were formed for some years in any State
but Nebraska. With the beginning of the present century, however,
irrigation-district activity began in Idaho and Colorado, followed
shortly by Oregon. Operations were on a very conservative scale
at first but eventually increased in extent, particularly in Colorado,
until by the end of the first decade very many districts of a specula-
tive character were issuing and disposing of bonds. Although no
definite date can be assigned as marking the close of the second
period of district development, the years 1906 and 1907 represent
apg‘roximately the turning point,

‘The conservatism shown in the formation and bonding of irriga-
r tion districts during this period, while not so spectacular as the

financial failures of the preceding and immediately following years,
are deserving of more than passing comment. In Nebraska and
v Idako, 2nd to a less extent in Colorade, the district was used largely
for the purpose of taking over and reconstructing existing irrigation
works. Donds were issued directly in payment for the works or
sold locally for improvements. Thus, the bonds were issued sgainst
v an established security having a developed earning power suflicient
to pay the interest and principal, in addition to the cost of maintain-
ing and operafing the irrigation system. Such districts generally
succeeded. Seversl Nebrasks districts have completely discharged
their bonded indebiedness; others in all the States mentioned have
paid interest promptly and have retived such portions of the prin-
cipal as have fallen due. This situation affords a striking contrast
v to the two eras of speculation in irrigation-district bonds.
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o
THE PROMOQTION PHASE

The third phase, or second period of promotion, reached its climax
about 1910 and ended two or three years later. The principal activi-
ties wers in Colorado, but they extended to Wyoming, Utah, Idaho,
and Oregon. Colorado, however, for reasons stated below, provided
the most fertile and extensive field for speculation and furnished
most of the financial failures.

The promotion of irrigation districts at this time was not an iso-
lated feature of irrigation development, but was largely contempora-
neous with Carey Act development in the Northwest. Activities
+ under the Carey Act were chiefly centered in Idaho and Wyoming
(6), in which States there were not so many speculative district
enterprises. Speculation in irrigation projects was prevalent at the
time and heeame identified with the districts in Colorado because of
the lack of safeguards then provided by the irrigation-district laws.
The promoter was not working alone in his efforts for large and
immediate profits, but was ably seconded by landowners and hond
dealers, many of whom had but one thought in mind, fo exploié the
situation to its utmost and then “tfo get from under.” The result
was 3 repetition of the early California experience, with a nation-
wide discrediting of irrigation securities which affected good irriga-
tion bonds as well as poor ones and from which the irrigation bond
market has not even yet fully recovered. Not all Colorado districts
organized at this time were of this type. Many were entirely worthy
and feasible enterprises, but the effect of the large number 03’ defaults
and compromises on the investing public has overshadowed the fact
that Colorado hns some excelient distriets that have paid all
obligations promptly as due.!®

WAR DEVELOPMENT AND THE POSTWAR DEPRESSION

About 1910 interest in irrigation districts began to revive in Cali-
fornia, in which no district had been formed since 1895, and alsc
in Washington. It also developed shortly afterwards in Arizona
and Texas. Progress was slow for a few years, however, because of
the unwillingness of eastern and middle-western investors to consider
irrigation bonds, and the necessity of disposing of bonds almost
entirely to local people who were familiar with the merits of the
enterprises issuing them. In the meantime such additional safe-
guards had been thrown abont the formation and bonding of dis-
tricts in California that gradually a fairly dependable market devel-
oped there, and by 1917 and 1918 irrigation districts in a number of
States began to find it possible to market their bonds. The substan-
tial assurance of financing district development and the stimulus to
agricultural produnction caused by the war resulted in many plans
to prom.ote both new and supplemental development projects, This
activity was especially pronounced in the Northwestern and Pacific
Coast States, The demand for farm preducts was apparently greater
than the supply, opportunities for land settlement appeared excel-
lent, and the scale of costs and returns was well above the experience
of many persons. Consequently these projects involved relatively
high costs of construction, which under prevailing conditions seemed

11 The history of & large number of Coloredo districts ia given ln (3},

o




IRRIGATION DISTRICTS 75

within the ability of the lands to pay. Moreover, payments seemed
assured, and oz such basis the States approved and in some cases
encouraged the inmitiation of projects W%u'ch to-day would not be
considered economically feasible.

The agricultural decline which began in the fall of 1920 not only
reduced the incomes of farmers then operating bui also inevitably
reduced the demand for agricultural land. This threw the burden
of paying operation and interest charges upon smaller proportions
of the project lands than plans had allowed for. As irrigation-
distriet Fl.)onds are a general liability in most States, there was no
way of avoiding this legal contingency if the bondholders chose to
enforce if. Three important features of irrigation-district develop-
ment which, while by no means new or unknown, have been empha-
sized during the past 10 years are as follows: (1} The importance
of economic feasibility of a project in assuring the integrity of its
obligations; {2) the large margin of safety required to assure the
economic feasihility of & project during protracted periods of depres-
sion; and (3) the failure of the general liability feature of district
bonds to protect creditors in case of severe delinquencies, and the
adverse effect of geperal liability as contrasted with individual lia-
bility, upon the morale of settlers who are striving to pay their ownt
pro rata assessments,

On the other hand, a large number of going concerns have sur-
vived the unfavorable conditions and are paying their obligations as
due, Success in these cases has been due in some degree to %grtuitous
circumstances, but mainly to existence of a reserve or margin of
security sufficient to tide the districts over.

RECENT ACTIVITIES

More irrigation districts were formed during the years 1917 to 1919,
inchisive, than in any previous 3-year period. The number formed
n 1920 to 1922, incluslve, was even greater, on account of the very
large number formed in 1920 and because many projects organized
during this period were initiated prior to the beginning of the de-
pression. owing for variations from year tc year, the rate of
organization has decreased markedly since the pea]y; year 1920, On
the other"hand, the heaviest sales of bonds were in 1924 and 1925,
after which years the decrease was abrupt. Talking the couniry as
2 whole, the year 1928 witnessed the formation of fewer districts
than any other year since 1914 and the sale of a smaller aggregate
principal of bonds than any other year since 1918, Complete data
are not available for 1929, but indications are that the total number
of new districts organized was somewhat smaller than in 1928 and
that the amount of bonds sold was considerably less.

Throughout the country as a whole, at the end of 1928 there were
10 irrigation distriets under construction covering about 183,000
acres, and 82 districts in preliminary stages covering more than
8,000,000 acres. Some of these districts are on Federal reclamation
projects and will pass from the preliminary stage to the operating
stage when the United States vests them with control over the irm-
gation systems. (thers are awaiting the sale of bonds.
© In 1929 new activities were most pronounced in Texas and Arizons.
In the lower Rio Grande Valley, Tex., and in Maricopa and Pinal
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Counties, Ariz., several new districts were organized and others were
in process of formation, while still other districts in both States
were maintaining engineering organizations in preparation for ac-
tive construction work whenever conditions should permit the sale
of their bonds at reasonsble prices. Much of this development
involves high capital costs for the irrigation of citrus and truck
crops.

AI.J statement of recent irrigation-district activities would not be
complete without brief reference to the districts concerned partly
or wholly with irrigation that have been formed under laws other
than the irrigation-district laws. Their status in several States is
important, and where this is the case they are discussed hereinafter
in connection with development in the several States. The organi-
zation of so-called super districts wif: plar< to include diverse
smaller units, or even to cover entir: stream systems, is one of the
interesting and important developments of the last 10 fo 12 years in
cooperative control over commeon water resources.

DEVELOFPMENT IN THE SEVERAL STATES

The foregoing discussion has dealt with irrigation district develop-
ment in the Western Siates as a whole. The extent and rapidity
of develapment in each State and the character of such development
are briefly summarized as follows:

ARTZONA

The first irrigation district law of Arizona was approved May 18,
1912, and the latest complete codification is found in the revised code
of 1928. By far the greatest part of the district development has
taken place in comparatively recent years. The earliest attempts
immediately following enactment of the district law were abortive,
but activities began in earnest about 1918 and have continued with-
out cessation to the present time, and interest in further development
is apparently strong.

The largest group of active districts is in the Salt and Gila River-

Valleys in Maricopa County, extending as far west as Painted Rock
Mountains below Gila Bend. Smaller groups are in Yunia County
slong the Gila River, in Casa Grande Valley, and along the Santa
Cruz River below Tucson, with a few scattering districts in other
parts of the State.

A rather large percentage of Arizona districts have been formed
for new development, and of such districts the preportion now active
is larger than in any other State except Texas. The active districts
are evenly divided between new and principally new development
on the one hand and principally supplemental on the other. Several
districts in Maricops County have contractual relations with Salt
River Valley Water Users’ Associabion regarding acquisition of
water supplies or purchase of power for pumping for bioth irriga-
tion and drainage. Roosevelt water conservation district paid the
association to line a section of the latter’s main canal and in return
takes the quantity of water estimated to be saved by the lining, aug-
menting this supply by pumping from 47 wells spaced along 1ts own
mgin canal system. Pumping 1s a feature of a number of Arizona
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districts, and pumping with high lifts for the irrigation of high-
priced crops is a feature of several projects on the fringes of Salt
River Valley. The Arizona districts have an exceptionally good
record in payment of obligations, only one district being in defanlt
in payment of interest.

An important phase of district activities in Arizona is the supply-
ing of elecirical power to individual pumping plants within the
district. The legislature made several atfempts to provide for the
formation of electrical districts for such purpose, the first of which
was in 1915, and finally in 1923 passed an act which was held valid.
There is also in force a power &)istrict act® In the meantime two
irrigation districts had been formed to accomplish the purpose aimed
at in these electrical-district laws and at present are supplying power
within an aggregate area of 14,400 acres, of which 9,200 acres were
irrigated by pumps in 1928, with proceeds of bond sales totaling
$185,000. ’%he individuals finance their pumping plants privately.
Information is available regarding two districts formed in Pinal
County under the electrical district act and one in Yuma County
under the power district aci, covering an aggregate area of 277,639
acres. One of the two electrical districts was operating in 1929 with
an included srea of 120,000 acres, of which 17,000 acres were reported
irrigated in 1928, and with $457,000 of bonds sold for construction
of the main transmission and auxiliary distribution system, the power
being secured from Sait River Valley Water Users’ Association., It
is planned to add ap additional 100,000 acres to this district. The one
power district reported includes 97,639 acres, of which about 3,900
acres were irrigated in 1928. It has soid $230,000 worth of bonds
for construction of a pole-line system on north and south section lines,
with two main east and west lines, to which individuals are required
to build. Power is also supplied to an adjoining irrigation district.
The system has been leased for a 5-year term to a power company,
which operates the line and collects from individualg.

The agriculture improvement district act, passed in 1922, was
designed for the special purpose of affording noncontiguous dry lands
and outlying irrigation communities an opportunity fo join Eﬁe Salt
River Vzlley Water Users’ Association on the same basis as older
association lands with the proceeds of sale of district bonds, Three
such districts have an aggregate area of 34,900 acres and have issued
a total of $2,348.000 of bonds, of which a portion represents the
equivalent of back assessments which these lands would have been
required to pay had they joined the association originally.

QALTFORNLA

The conditions which led to the enactment of the Wright Act,
March 7, 1887, and the operations under that law have already been
touched upon. In 1897 an entirely mew law was passed, which, as
amended, 1s still in force. Among other changes made by the act of
1897, the procedure for formation of districts and for issuing bonds
was altered in an attempt to avoid further district disasters. For 12
years after this reenactment no new districts were formed in Cali-
fornia, the main activity being concerned with winding up the affairs

¥ Thiy is dlscussed by Smith in {72).
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of insolvent districts and with solving the problems still faced by the
few old districts that proved sueccessful.

The second period of sctivity in California began about 1909,
when two Important districts were formed o extend an irrigated
area contiguous fo the successful Modesto and Turlock irrigation
districts, and has continued to the present time. The postwar period
was one of exceptional activity in undertaking new projects, for
during the three years 1919 to 1921 one-fourth of all the California dis-
tricts were formed. Interest was so intense at that time that certain
projects were organized over the objections of the State engineer,
and bonds were sold which the State had refused to certify. Bales
of uncertified issues, however, were but & small fraction of the total.
During the four years, 1922 to 1925, California districts sold more
than $50,000,000 of bonds—nearly one-half of the total sales from
1888 to 1928, inclusive. Comparatively few new projects have been
initiated within the Inst few years. No districts were formed in
1928, although two were in process of organization in 1929, Total
bong sales in 1928 were lower than in any year since 1814,

In spite of the disastrous experiences of the early years, much has
been accomplished under the irrigation-district law in California,
notably in the reorganization and extension of existing systems and
to a lesser degree in the development of new enterprises. Defanlts
on bonds sold since 1900 have been confined to n small percentage
of the total sold. These defaults have developed mainly within the
past five years, cerfain cases as recently as 1928 and 1929, On the
other hand, many successful California districts bear testimony to
the adaptability of the irrigation district, properly safeguarded, for
conservative irrigation development, |

The majority of districts formed during the first period were
located south of Tehachapi Pass. By far the greatest activity from
1908 to 1921 was in the Sacramento and San Joaquin Valleys. Dis-
tricts formed since 1921 have been located mainly in the two interior
valleys and in southern California, with a few scattered over other
parts of the State.

The operating districts in California have become an important
factor in the Irrigation affairs of the State. They far outrank
mutual and public-utility irrigation companies in areas served and
vapital invested. They cooperate in matters of common welfare
through the medium of the Irrigation Districts Association of Cali-
fornia. This assoclation maintains a permanent organization with
executive offices in San Francisco. Ifs membership comprises T4
netive distriets, and it meets semiannuazlly, usually at the head-
guarters of some district. The meetings have been devoted largely
to matters of proposed legisintion, on which the association invari-
ably takes an active stand, but in recent years have come to include
discussions of problems invelved in administration, operation, and
maintenance. One of the important activities in this line has been
the development of a uniform system of accounting in cooperstion
with the State engineer’s office.

California has districts formed for irrigation purposes under
several laws other than the irrigation-district law. As reported
by Adams (2) these are principally as follows: (1) Six operating
county water districts with gross areas ranging from 1,300 to 54,000
acres. of which the two smallest have issned a total of $535,000 in

4
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bonds; and one partly operating distriet covering 992,320 acres
formed primarily to gather water-supply data. Of the large num-
ber of districts not formed under the irrigation-district law, these
seven are the only ones concerned in an important way with irriga-
tion. (2) One water district, including 16,234 acres, which has
voted but not sold bonds and is not yet operating. (3) Three operat-
ing county waterworks districts and one in process of organization.
This law was desigped to provide o means by which water from
Los Angeles Aqueduct might be distributed in San Fernando Valley.
One such district covering 89,000 acres was bonded for $2,604,000.
{4} Municipal improvement districts formed within municipalities.
Of a large number, only three are concerned in any degree with
irrigation, =1l being operated by the city of Los Angeles,

Districts of the above four types are not subject to supervision
by State officials, except that in case of water districts the sale of
bonds and execution of certain contracts must be approved by 2
board of three engineers, of which one member is appointed by the
governor, one by the district, and one jointly by the governor and
the district.

In addition to these four types, there are two types called water--
storage districts and water-conservation districts, in the organiza-
tion of which the Siate engineer takes an active part, and which
have important possibilities. The first-named districts are designed
to store and distribute water fo individual or organized consumers
who may have entirely different priorities. Of the 4 organized, 2
have been abandoned and 2 with assessable areas of 181,209 and
50,405 acres, respectively, are actively planning development. Water
conservation districts are composed 0%) irrigation and other districts
already organized that are concerned with irrigation, reclamation,
and drainage, and in reality are super districts. Water-storage
eapacity and power are apportioned fo the constituent units, and
bonds are jssued and assessments levied and collected by the units
themselves. No district has yet been formed under this law, but
investigations leading to such an organization on Kings River have
been carried on for g number of vears.

Still other districts, also known as water-conservation districts,
maoy be formed under another law, primarily to conserve and develop
the underground waters of stream systems. One has been formed on
Kaweah Delta and another on Santa Clara River, with respective
areas of 342,360 acres and 111,899 acres, Both projects are in pre-
liminary stages. These districts have no power to create bonded
indebtedness, and their annunl assessments are limited to 15 cents on
each $100 of assessed valuations of land and improvements.

COLORADD

The first district act was passed April 12, 1901. The latest com-
plete enactment came in 1921 as a result of the efforts of the irri-
gation district finance commission, which had been created in 1919 to
examine into the causes of success or failure of Colorado districts
with a view fo recommending means for preventing further failures.

Early development in Colorado was generally conservative and
dealt largely with the extension and improvement of existing sys-
tews. It was not until 1907 that the formation of irrigation dis-
triets for new development began to take place on any considerable




&0 TECHNICAL BULLETIN 254, U. S. DEPT. OF AGRICULTURE

scale. About that year, however, when inferest in irrigation was
becoming widespread snd was attracting an increasing amount of
attention from eastern investors, it hegan to appear that large profits
might be made through the reclamation of areas on the plains east
of the Rocky Mountains. Sufficient time had elapsed since the early
California failures to lessen the prejudice against irrigation-district
bonds, and Carey Act bonds in the meantime had been selling well,
so that, with the recovery from the financial stringency of 1907, it
became possible to market such securities with comparative ease.
Therefore, with no control on the part of any State official to act
as & check, the allurements of large refurns visualized by promoters,
bond dealers, and landowners led during the next few years to the
rapid organization of irrigation districts and to the jssuance of
bonds and expenditure of the proceeds—in many cases without ade-
quate water-supply and engineering investigations. Some projects
were fmudulen&y financed and constructed; others were entirely
honest; but the general tendency of the times was to overestimate
available water supplies, and it is this feature that has led to most
of the troubles from which districts formed at that time have
suffered.

Finally, in 1912 and 1913, following the defauli of interest om
bonds of several districts and the failure of an eastern bond house
which had been financing Carey Act and district enterprises, it be-
came impossible to dispose of further district bonds. New develop-
ment by irrigation districts ceased in 1918 and was not renewed until
asbout 1922, gFc:)ur districts have been organized and one reorganized
under the 1921 law, and very little new activity is planned for at
least the immediate future.

All district activity after 1907 was not by any means concerned
with speculation. Several of the most successful districts in the
State were organized during that period, and other thoroughly com-
mendable projects were proposed but were unable to sell bonds.
Over against the failures of this period of speculation, with their
unfortunate effect upon legitimate irrigation-district development
in Colorado and other States, must be sef the records made by many
very successful districts in Colorade which have accomplished much
in the way of reconstructing and extending irrigation systems and
in providing additional water supplies for the irrigation of late-
season erops. It is not questioneg in Colorado that the irrigation
district has proved well adapted to this form of development.

Most of the irrigation distriets in Colorado are found in the valleys
of the South Platte, the Arkansas, the Rio Grande, and the Colorado
Rivers (formerly known as the Grand River), the largest number
having been formed in South Platte Valley. A few districts were
located in other portions of eastern Colorado and in the extreme
northwestern and southwestern parts of the State.

IDAHD

The first irrigation district act was passed March 9, 1895, and the
Jatest complete enactment is found in the Idasho Compiled Statutes
of 1919. Development did not begin until 1800 but has been fairly
steady since then, except that the years 1920 and 1923 showed a

L)
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jarge number of new orgenizations and thet there were no new ones
in 1927 and 1928, . .

During the first decade of the present century, which was a peried
of great activity along all lines of Irrigation development in the
West, comparatively few irrigation districts were organized in
Idaho, and they were essentiaﬁry conservative enterprises. At the
seme time Carey Act projects were being initiated on 2 large scale
and the widespread interest they created, coupled with the fact that
conditions were nof quite ripe for financing irrigation districts,
caused the idea of new development by means of districts to be lost
sight of temporarily. The type of early district development is
shown by the fact that 11 ofy the first 13 irrigation districts were
designed to take over the ownership and operation of existing irri-
gation works and that these 11 disfricts are to-day and slways have
been among the soundest, financially, in the entire West.

About the year 1909, which marked the height of similar activity
in Colorado, irrigation districts in Idaho began to shave the aiten-
tion of promoters, with the result that 3 of the 4 districts formed
in that year and 11 of the 20 districts orgsnized from 1809 to 1913,
inclusive, were connected with the development of entirely new tp]:«:)j-
ects. Since 1913 there has been proportionately less activity of this
type, for most of the districts formed have had in view either the
taking over and operation of existing projects or the construction
of storage reservoirs to supplement water supplies for areas at least
partly developed,

The great majority of districts e in the Snake River Valley from
St Anﬁlony, in Fremont County, to Weiser, in Washington County.
This, of course, is the area susceptible of most extensive community
development. Other districts are located in the valleys tributary
to Snake River, and still others in the extreme southeastern angd -
northwestern parts of the State,

Ten years ago Idaho districts had a better group record in meet-
ing obligations than they have now. That is, while the proportion
of outstanding bonds on which all payments had been made as due
was smaller in 1918 than in 1928, the proportion of districts in good
standing in 1918 was considerably larger. There had been several
glaring failures, involving large bond issues, before the war, particn-
larly among the districts formed for new development, but they
were exceptional; likewise, relatively few cases of default have
occurred since the war in connection with distriets financed before
1818, Most of the trouble that has developad since then has been
In connection with the Eostwar financing. The fact that the larger
part of these bonds had been certified by the State lent impetus to
the movement which resulted in repeal of the certification act in 1929,

Of the distriets financed since tge war which are not now in good
standing, most were formed for principally supplemental develop-
ment. 'Fhis is a reversal of the situation existing in 1921, at which
time cases of failure to meet obligations on the part of such districts
were rare.

The organizstion and financing of American Falls Reservoir dis-
trict, unf the construction of American Falls Dam by the Buresn
of Reclamation under contracts with this and other districts, con-
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stitute an important development in the field of providing storsge
water for groups of communities. .Americar Falls Reservorr distzict
ineludes 420,453 acres, of which 888,634 acres are assessed, and has
sold bonds amounting to $2,584,000 to finance its proportional part
of the cost of construction. Al of the district’s allotment of water
is’ delivered to users through other organized enterprises, the area
thus irrigated in 1928 being 380,000 acres, This district was formed
under the irrigation district law of Idaho, and data concerning it
are therefore included in the fotals in the various tables for Idaho.

RANBAB

Although Kansas has had an irrigation-district law since March
10, 1891, no district, so far as could be ascertained, has ever been
formed in the State. All the larger irrigation projects had been
constructed and put into operation before the law was enacted, and
development since that time has been carried on largely by indi-
viduals. The lack of interest in this subject is reﬂecteg in the com-
position of the irrigation-district law, which was passed at a time
when legislation affecting districts was in its infancy, and which
until recently has been practically unchenged. Amendments were
made at the 1929 session of the legislature, however, and a movement
is reported to be on foot to organiz: a district in order to take over
a small privately owned canal in the western part of the State.

MORTANA

Montena’s first irrigation-district law was approved March 4,
1907. Two years later a new law was substituted which, as amended,
is in force to-day and which is found in the revised codes of 1921.
An alternative method of organization and government under State
supervision was provided in 1918 for such districts as should elect
to come within the provisions of the irrigation-commission act, but
this was repealed except as to existing districts in 1928,

Prior to 1921 development actuaily financed had been almost
entirely concerned with improving and enlarging existing irrigation
systems. Since then the number of districts that have sold bonds
for entirely new construction has been larger, and the amount of
bonds sold for such purposes nearly twice as large, as for supple-
mental development. ~General interest in irrigation in Montana has
been rather spasmodic and has resulted from the effects of a series
of droughts upon drﬁ-farming communities of the State. This helps
to explain the fact that nearly half of all districts organized to date
were formed in.the two years 1919 and 1920 after s series of three
dry summers. Interest in irrigation is apt to lag in times of high
market prices for grain. On the whole the most sustained dernand
for irrigation-district development has come from those sections of
the State whers farming under irrigation has been carried on for
a considerable time,

Most of the earlier Monfana districts were conservative enterprises
formed in Tesponse to a resl demand for the district type of organ-
jzation, and in the main these districts have been successful. A few
have encountered financial difficulties resulting partly from expan-

" sion during the war boom and partly from insufficient reserve to
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withstend the post-war depression, but most of those capitalized prin-
cipally on a_pre-war basis are in good standing. On the other
hand, a number of the districts financed during and immediately
after the war are not in good financial standing, and of nearly a
million dollers’ worth of bonds sold by 12 districts in the years 1919
to 1921, mclusive, less than 10 per cent have been paid in full as due.
Of sales since 1921, more than thres-fourths are in good standing,

One result of the large interest in irrigetion immediately follow-
ing the war was the passage of the 1919 act creating the Montana
Irrigation Commission, with personnel the same as that of the board
of railroad commissioners and with suthority to encourage and
supervise the organizstion, planning, and financing of irrigation
districts. This act did not supplant the existing law but provided
an alternafive plap. Distriets formed under the clder law could
elect to operate under the commission law. Some 24 projects were
investigated by the commission, of which 10 were organized as dis-
tricts. Results were generally unsatisfactory, for only one of these
is in full operation and interest is delinquent on bonds of the three
djstric;s which issued them. As before stated, the Iaw was repealed
in 1929,

Districts are scattered over many parts of the State, a large pro-
portion, however, being found in Yellowstone Valley.

NEBRABE A

Although the seventh State in point of time to pass an irrigation-
disirict statute, Nebraska was the third to witness the actual forma-
tion of districts and was practically the only State in which districts
were being organized in the last five years of the nineteenth century.
Following a series of disastrous dronghts during the early nineties,
the irrigation-district law was approved March 26, 1895, practically
contemperaneously with an irrigation code, both as the outcome of
insistent demands upon the part of farmers in the western part of
the State. Interest was immediate and widespread, with the result
that 18 districts were organized in the four years following the
passage of the act. But with the return of favorable growing sea-
sons in 1898 and succeeding years, interest began to wane, particu-
larly in the easternmost areas, so that 9 of the 18 districts organized
up to that time were soon abandoned. Although the marked effect
of wet and dry years upon district history in Nebracka has continued,
nearly all of the districts formed since 1900 are active to-day. The
latest complete district law is found in the compiled statutes of 1922,

Most o}) the opersting districts lie in the North Platte Valle
from the Wyoming State line to the city of North Platte and depen
for their water supply upon the North Plaite River and two northern
tributaries, The other districts are on White River, Lodge Pole
Creel, and on Scuth Platte and Republican Rivers. Most of the
distriets now inactive were located along Platte River and in the
Loup River drainage basin.

Tge geographical position of Nebraska on the border line between
the humid and semiarid regions of the United States has had much
to do with the character o% irrigation-district activity in the State.
The influence of droughts upon early district activity hes already
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- the latest comp

" heen pointed out. Since 1900 the recurrence of seasons unfavorable

for dry farming has not stimulafed to any extent the formation of

- districts for new developraent. But due fo the fact that irrigation

in some years is not necessary to the successful production of crops,

msny farmers accustomed to use water only in years refused to
pay assessments to the canal companies in seasons when water was
not needed, with the resnit that the finances of the companies suffered
seversly. This sitnation led directly to the formation of irrigation
districts to take over the canal companies and by the use of their
taxing power to compel the payment of assessments in every season.
The districts so formed have been more successful than were the
companies they replaced. The districts often bought out these
stems 8¢ cost or less than cost, so that there were no large promo-
tion profits to be absorbed. The district enterprises for the most
part are small, there being only one in operation covering more than
15,000 acres, aside from the districts formed to operate portions of
the North Platte project. Engineering problems of the smaller dis-
tricts have generally not been complicated, the supply of water has
usually sufficed for the amount of land to be irrigatetf in an average
season, and maintenance expenses as a rule have not been high.

As a consequence of these favorable circumstances nearly all the
smaller districts made their bond payments regularly. A number
of districts have been handicapped by accumulation of delinquencies
pot altogether unavoidable, in payment of assessments. As g result
some have issued bonds to take up onfstanding warrants necessitated
by the delinquencies, while a number have adopted the plan of re-

{using water service to users more than two years in arrears, with

- beneficial results. One of the large districts had made adjustments

of indebtedness at an appreciable loss to creditors, which consider-
ably reduced the average record for Nebraska, and three sraall ones
have not maintained their standing. On the other hand, of the 27

operating districts that have incurred bonded indebtedness, 17 of the

older ones have been reducing their bond principal solely through
payment of assessments, 7 of these having completely paid out by
the end of 1928,

NEVADA

The first irrigation district act was passed March 23, 1891, and

%ete enactment was in 1919, Activily has been con-
fined to comparatively recent years and has never been extensive.
There are two districts in operation, -ne of which operates the New-
Jards project and the cther covers a large area on Walker River.
Another (iistrict in Lovelock Valley has plans completed in antici-
pation «f improvement in the bond market. All districts organized

‘have been designed to include partly irrigated areas.

HWEW MEXICD

The first law was enacted March 18, 1969, 1In 1919 two separate
gets were passed, one relating to irrigation districts not cooperating
with the United States and the other to districts formed for the

- purpose of such cocperation. Both acts are found in the 1929 com-

pilation of the New Mexico statntes.

b
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There has Lten no period of great activity along irrigation dis--
trict lines in New Mexico. The two earliest 'districts wers aban-
doned without material accomplishment. Six are active at present,

“one having been formed to succeed the water users’ association on
- the New Mexico portion of Rio Grande project &énd eventually to

operate the projeet, and the others mainly to take over and extend
existing irrigation systems. The latter districts have issued bonds
which are in good standing in three of the five cases.

The 1923 legislature passed a conservancy act under which the

-middle Bio Grande conservancy district was orgemized. The dis-

trict includes & fotal benefited srea of 126,517 acres, of which
123,267 acres, lying along the Rio Grande between Cochiti and San
‘Marxcial, are irrigable. The plan of improvement includes flood
contrel and river improvement works, a coordinated system of irri-
gation, drainage works, and a stabilizing reservoir, at a total esti-
mated cost of over $10;000,000 (4). Bonds amounting to $2,000,000
were sold in 1828, Data on this district are not included in the pre-
ceding tables. '
New Mezico also has an electrical-district act, passed in 1929,

NWOBTH DAKOTA

In this State, the most recent one to enact irrigation-district legis-
lation, the law was passed March 8, 1917. Only two districts have
been formed, both in connection with Federal reclamation projects.
The district which covers the North Dakota portion of lower Yellow-
stotie projeet has not yet taken over the operation of the irrigation
system. The one on Williston project has a quitclaim deed for the
irrigation system, following agandonment of the project by the
Bureau of Reclamation, and has tried {o use it but without encourag-

~ ing results. At present the distriet is inactive.

OELATIOMA

The Oklahoma statute was passed March 29, 1915. The only dis-
trict yet organized was formed in connection with the proposed
construction of Lawton groject by the Bureau of Reclamation in
1817. Construction was deferred, however, owing to the establish-
ment of a military post at Fort 3ill and the need there for all avail-
able water, and has not been resumed, so that the district is inactive.
Gklahoma also has a conservancy district law, but there had been
ne development under it to the end of 1928. The conservation com-
mission at that time had before it applications for the formation
of distriets to be finariced by bond issues.

QERGON

The irrigation-district law of Oregon was passed February 20,
1895, the latest complete ensctment having been in 1917. Littie de-
velopment took place for some years after the passage of the first

et Beginning with 1904, however, there have been three distinet

petiods of activity, nameiy, 1904 {0 1966, 1910 to 1913, and 1915 to
1922, By fer the most pronounced sciivity was in the third period.
The State took an active interest in irrigation development both .
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' during and after the war. The policy of advancing money to pay
" interest on bonds for the first five years and the unfortunate results
of that policy have been discussed heretofore under Investment of
State Funds in, Irrigation-District Securities (p. 54). Of the dis-
{ricts in default, those to which the State had advanced interest
congtitute two-thirds of the totsl, while their bonds are nine-tenths
_of the total; hence, the statement of results of that policy tells nearly
. the whole story of the unsucces,ful districts in Sregnn. Agsinst
" this record.should be cited that of a larger number of distriets, with
smaller aggregate bond issues, which have beer paying their oijliga-
tions as due. A considersble proportion of the development proposed
immediately after the war was not carried out, mamiy because of
inability to sell bonds. . '
With a few scattering exceptions, the Oregon districts fall into
six general groups: (1) Hood River Valley; (2} Umatilla and
Columbia River Valieys; (8). the inland plateau; (4} Rogue River
Valley; (5% Klamath Valley; and (6) Snake River, Malheur, and
smaller tributary valleys. The last-named area has been the scene
of several attempts to provide for irrigation on an extensive scale,
only one of which has been accomplished. District development in
this area is closely associated with that on the Idaho side of that
portion of Smake River Valley involving cooperation and the use
of common water and power supplies by districts on both sides of
the State line.

HOUTH DAKOTA

The district law was enacted March 2, 1917. One district has
been organized in connpection with Belle Fourche project but has
not yet taken over operafion of the irrigation system.

TEXAE

Texas first provided for the creation of irrigation districts on
April 15, 1905. The law has been twice completely resnacted, the
latest revision, which appears in the revised civil statutes of 19285,
having beer in 1917. In this revision the designation of such districts
was changed from irrigation to water improvement. In 1925 the
legislature provided for water control and improvement districts
with broader powers than those of water-improvement districts, and
in 1927 and 1929 broadened their powers further. Many water-im-
provement districts have become water control and improvement
districts. The discussion herein refers to both types unless referenca
to one or the other is made specifically.

Texas is one of the few States in which interest in disirict devel-
opment is still very strong. By far the largest group of districts
in the State is in the lower Rio Grande Valley. The older systems
in this region were originally built independently of each other,
as parts of land-selling enterprises, but without specific provision for
turning the systems over to the settlers. However, after a few years
of operation a nwmber of the irrigation companies became finan-
cially involved and were taken over by the seftlers through the
medium of irrigation-district organizations, and at present most

- of the irrigation development in the lower valley is under the dis-
trict form of organization, The last two large commercial irri-
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o _.;gaﬁongcompanies were in prbcess of transfer to districts in the sum-
. mer of 1929, ' :

The districts that took over these commercial systems almost inva-

riably made extensive improvements and enlargements, and much

of their more recent financing has been devoted to lining canals,

'-.inst_a]ling drainage systems, and replacing obsolete or worn-out
: glpmping equipment. With a few exceptions, notably in case of

stricts formed to take over the Mission and Mercedes systems,
those formed within the last few years have been for new develop-
ment, Much of this new activity involves the setting out and care

‘of citrus orchards by development companies for terms of three or
- four years under contracts of sale to individuals. A number of

these Tecently organized projects propose bond issues of approxzi-
mately $100 per acre. Approval of the State board of water engi-
neers in ¢ertain cases has been made contingent upon storing storm
or flood water pumped from the Rio Grande.

Another importars group of districts lies in Pecos Valley and
tributary valleys in Ward, Reeves, and Pecos Counties. These dis-
tricts were all organized fo take over going concerns and generally
to improve them and to provide additional water by storage. The
Red Bluff water improvement district, essentially a superdistrict
(p. 59), was formed In 1928 {o contract with the United States for
construction of a storage reservoir on the Pecos River in order to
provide s supplemental water supply for seven major subsidiary
projects, five of which are already organized water-improvement
districts., Preliminary investigations were in progress in 1929,

There are several other districts in full operation at widely scat-
tered points in the State, of which those in Wichita County have
brought the largest area under irrigation. A number of others are
in various preliminary stages.

Most of the Texas districts have made their payments of bond
interest and principal as due. Of the three districts not in good
standing, the present outlook in two cases is favorable for eventual
payment in full.

Water control and improvement distriets, in addition to the usual
¥0wers of irrigation districts, may provide for the development of

orests and other natural resources and for the navigation of coastal
and inland waters. They may regulate residence, recreational, and
business privileges upon any stream or body of land controlled by
the district and may employ their own peace officers. Two.districts
are planning to develop lakes for recreational purposes as integral
parts of their main plans, but most of those organized to the end
of 1928 were concerned wholly with irrigation and drainage. An
amendment to the law in 1929 provided for the formation of master
districts for the correlation and control of improvements upon en-
tire stream systems, or to ensble constituent districts to pool their
resources. The whole of the watershed of the Brazos River wag
included in @ district created by the legislature in 1929 embracing
about 80,000,000 acres.

UTAR

Mertion has been made of the early Utah districts. The last of

the early district laws was repealed in 1898, and it was not until
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. March 22, 1909, that a law based upon the Wright Act was passed;

this law was completely revised in 1919, .

The law of 1909 was enacted at a time of widespread district ac-
tivity in the Rocky Mountain States and resulted in the rapid or-
ganization of districts in Uintah Basin. Very little real develop-
. ment was accomplished at this time, however, and there was no
further activity until 1917. The years 1920 and 1921 saw consider-
able interest in irrigation district orfanization, all districts proposed
having been intended to provide for the further development of
communities already par 31 supplied with water. Many of these
proposals were not carried out. The greater part of the district
activity has been centered jn Cache Valley, Salt Lake Valley in
Weker and Davis Counties, Utah Valiey, and Ulntah Basin. :

Fonr districts sold bonds before the war and four afterwards.
Two of the early districts have made all payments as due, while two
have been in defauit for many years and are almost wholly aban-
doned. QOne of those financed after the war recalled all bonds
shortly after issuance and & mutual company was substituted for
the district, while the other three are in default to greafer or less
extent. In two of these cases plans of reorganization have been
discussed, but not yet consummated.

WASHIRGTON

With its enactment of March 20, 1890, Washington was the first
State to follow California in authorizing the creation of irrigation
districts. The law then passed was nearly identical with the Wright
Act, but included also the amendatory and supplewvental California
gct;ggg 1889. The latest codification. of irrigation-district laws was
n .

The early history of irrigation districts in Washington paralleled
to a certaln extent that of California, although the experience in
‘Washington was neither so extensive nor so ﬁisastrous as that in
California. District development occurred only in these two States
in the early nineties, was affected by the financial panic of 1893,
ceased in both States at about the same time, and was revived almost
simultaneously a decade and a half later,

Little was sccomplished by the early districts. Interest was
revived in 1911 and has since been continuous, the greatest activity
having occurred in 1917 and 1920. The Washington districts fall
mainly into the following five groups: (1) Puget Sound region;
(2) Okanogan, Methow, Columbia, Wenatchee, and tributary valleys
in Okanogan, Chelan, and Douglas Counties; (3) Yakima and
Cplumbia River Valleys from Kittitas County to Walla Walla
County; (4) Walla Walla Valley; and (5) Spokane Valley. Much
of the extensive development in Yalima Valley has been closely
identified with the activities of the United States Bureau of Reclama-
tion on Yakima River.

Of the 75 districts which had sold bonds to the end of 1928, 60
had made zll payments as due; of the 62 operating districts which
had sold bonds, 2 had redeemed their entire issues and 52 of the
remaining 60 were making payments as due.

Twe of the 15 districts which had not made il payments as due
‘were pre-war enterprises, one a district financed in the nineties, and
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both have compromised their indebtedness. The other 18 sold the
larger part of their bords either during or within the first few
years fo owinﬁ the war, and the present outlook is that most or all of
such issues will be compromised at a loss to bondholders. Eight of
these are going concerns, and the prospect of recovering a sgbstantial
part of the investment in such ceses is considerable, but several others
have been practically abandoned. The State of Washington is
financially interested in 6 of these 15 districts through having pur-
chased their bonds, as discussed heretofore under Investment of
State Funds in Irrigation-District Securities (p. —), and is actively
concerned with. plans of reorganization in cases where it is a heavy
‘bondholder.

There are many small operating districts in Whashington. A
number of those in Spokane and Wa%la Walla Vailleys and in several
other parts of the State are suburban enterprises in which farming
is not necessarily the chief occupation and the cost of water not an
item of major importance. Only one fully operating district con-
tains more than 13,000 acres, and that district has a water supply
for only a small part of its organized area. Many of these are
fruit-growing enterprises with relatively high bonded debts per
acre. Much development in large districts—some of them very
large~—that was proposed during the war boom was never carried
to completion.

'WYOL{_‘IN a

The irrigation-district law was first enacted February 19, 1907,
and was completely revised in 1920. Early activity practically ceased
in 1911 with the collapse of the bond market and was not revived
until 1920. It has continned since then tc the present time, with
one to three districts organized each year.

Only two of the seven early districts were operating in 1929, One
took over a Carey Act project and sold bonds to retire indebtedness
of the former company and to finance additional improvements, all
of which it has redeemed. The other encountered financial difficulties
at; the start, has paid little of its indebtedness, and is in course of
financial reorganization.

Thirteen of the 15 districts organized since the war were active,
10 being in operation. Of these 10, 3 operated divisions or subdivi-
sions of Federal reclamation projects, 6 have been financed by the
State, and 1 has taken over the system of & Carey Act project for
the completion of which it has recentiy voted bonds. Two of the
districts in_preliminary stages are on Federal reclamation projects.
The prevailing purpose of distriet organization since the war has
been 0 assume or refund the indebtedness of existing communities

-and in some cases to complete or extend the irrigation systems, All
irrigation district bonds sold since the war have been purchased by
the State, as dizcussed under Investment of State Funds in Irriga-

., tion-District Securities (p. 54). Lands in these bonded districts

“are devoted mainly to production of hay, small grains, and legumes,
with potafoes and sugar beets in soms cases, Their indebtedness

- All had made payments of interest in full up to 1929, No payments
of principal had yet fallen due. : .
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SUMMARY

The irrigation district is a public, cooperative organization, the
ose of which is to J)rovi e water for irrigation snd to assess
the lands benefited in order to pay the costs.

Irrigation districts are organized under specific statutes of the
17 Western States. The Wright Act of California, upon which the
other statutes were based, was passed in 1887. - -

Throughout the 44 years of its history the irrigation district
has occupied an increasingly important place in western irrigation
affairs. In many sections of the West the district is now the domi-
nant tyg;tof irrigation organization. At the end of 1928, 801 irri-
gation districts had been formed, of which 407 were.then operating,
10 under construction, 82 in preliminary stages, and 302 inactive.
The 499 active distriets included 10,311,098 irrigable scres, of which
6,908,277 acres were in operating districts. Approximately 4,060,600
acres in operating districts received water in 1928 from district-
operated systems,

The district movement has encountered many vicissitudes, On
the one hand, it has been exploited for the gain of individuals and
has been used both honestly and dishonestly for the furtherance of
developments which subsequently proved to be unsound. On the
other hand, it has led in whole or in part to the establishment of
many important agricultural communities and te the improvement
of many others.

~On the whole, the district has proved better adapted to the
improvement and extension of existing communities than to entirely .
new irrigation development. This is true, mainly, because of the
Ereater ability of established or partly established coramunities to
egin ﬁlj)laying capital irrigation charges within the first few years
after financing the improvement.

Irrigation-district bonds aggregating $224,8:3,197 had been sold
to the end of 1928. Of this amount 71 per zent were then in good
standing ; that is, all payments of principal and interest so far due
had been made in full. This percentage is the same as it was at
the end of 1921 for bonds sold to that time. During the 18 months
from January 1, 1929, to June 30, 1930, the development of fresh
defaunlts has reduced this percentage to 67 or less.

At the end of 1928, 398 districts were operating, or had once
operated, systems financed from the sale of bonds, 258 of these, or
65 per cent, having maintained perfect records in paying interest
and principal of bonds. Seventy-three per cent of the districts
formed principally for supplemental development had perfect rec-
ords, as had 53 per cent of those formed principally for new develop-
ment and 81 per cent organized for entirely new gevehpments.

The situation with reference to bonds sold during the seven years
ended with 1921 was less favorable in 1928 than in 1921, in as much
as one-fourth of such bonds in good standing in 1921 were delin-
quent zt the end of 1928 in payment of interest or principal, or both.

~_ The prineipal reasons the delinquent districts have failed to mest
their obligations have been opposition of large and influential land-
owners to district organization, inclusion of unproductive lands, in-
adequacy of water supply, expioitation, engineering difficulties, and
insufficient settlement of the land. The principal reason for defaults
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on bonds sold during the war period was insufficiency of reserve to
carry districts through the postiwar depression.

‘The successful districts generally have been those formed to take
over existing systems, to extend existing systems at costs which the
lands could meet, to improve existing systems and provide supple-
mental water supplies, fo cooperate with the United States on reela-
mation projects, and to build entirely new systerns under particularly
favorsble circumstances. The older successful districts have had
'low capital and operating charges, and the more recent ones have
had substantial reserves to tide them over the postwar depression.

The revenue of an irrigation district depends so largely upon the
costs and returns of the Iandowners’ individual business that it can
not remain wholly unaffected by unfavorable economic conditions.
Experience has shown the necessity for more extensive determina-
tions of economic feasibility prior to district financing, and par-
ticularly for the inclusion in the cost estimates of s decigediy larger
safety factor than was thought necessary 10 years ago. Maintenance
of district bond integrity requires a full and frarﬁ( recognition of
this necessity. The only apparent alternative is the calling upen

ublic or private investors to share in the cost of development. Pub-
ﬁc subsidy for irrigation is a controversial maiter. The private in-
vestor in bonds for income purposes should obviously not be expected
to incur a cost which experience shows to be in large measure
avoidable.

The bonding feature has been and stiil is susceptible of abuse.
Supervision by State officials over the organization and financing of
districts has been of material infinence in reducing the abuses, éueh
supervision may be made even more effective by amplifying the
authority of the State officials and making adequate appropriations,
particularly for determinations of economic feasibility.

Certification of bonds by the State has been authorized by law
in 10 States. In three States the certification laws havé been re-
pealed as a result of severe criticism of weak features. Certification
1s of little importance in district financing in several States, but it
is very iraportant and has strong backing in several others.

The market for irrigation-district bonds was active zbout 1925,
but at present is poor. Measures suggested {o improve the standing
of district bonds involve stren%thenmg the remedies of bondholders

ondholders the xight to intervene in
district management prior to default. In addition, operating dis-
tricts could create a favorable impression by providing from current
reventes for the reduction of indebtedness to the extent justified
by the productive powers of their lands, by cooperating in maintain-
ing credit and in building up policies of management, and by pub-
lishing more extensively the facts concerning their financial
condition.

Several States have invested State funds in irrigation-district
securities, Washington, Oregon, and Wyoming have done this with
a view to aiding district development. The first two States have
suffered extensive losses through such programs, vhile all irrigation-
district bonds hought by the State of yoming are in good standing.

Many districts have had elose relations with the Bureau of Recls-
mation of the United States Department of the Interior. The bureau
has financed the construction of various districts. The total indebt-
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edness of irrigation districts to the United States provided by com-
leted and uncompleted construction contracts not coveréd by bonds
amounted to $139,268,669, of which $17,119.220 had been paid

by June 30, 1929, leaving $122,149,449 then outsianding,

Qualifications of voters at district elections in most States, par-
ticularly in elections to create indebtedness, inclzde property quali-
fications.

District assessments for eost of construetion or acquisition of works
are based in some States upon the value of the land, are uniform
upon all lands in others, are apportioned according to the benefite
in still others, and sccording to water allotment in one State. The
ed velorem and henefit methods afford the greater flexibility in
levying assessments. Assessments for cost of operation are some-
times levied on a basis different from that of corstruction assessments
and may usually be supplemented or superseded by tolls for water.

Distribution of water is pro rata to all lands in some States
according fo beneficial use in others, and according to the value o
the Jand as provided by several statutes. Distribution sccording to
land values is not followed by all districts in States which provide
for it, owing to possible inequities resulting from such requirement.

Power-development programs have been confined to reletively few
districts but are highly important to those few. The largest under-
takings have been in Cslifornia, where the power investments of
irrigation districts aggregate seversl miliion dollars,

Loeal improvement districts are authorized by the laws of several
States. The most extensive use of local districts within irrigation
districts has been in Washingfon. They are chiefly useful in cases
in which the parent irrigation district builds and operates only the
main canals and main laterals and leaves to individuals or groups
of individusls the responsibility for constructing and operating
sublaterals.
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