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THE WHITE HOUSE ACTION

WASHINGTON Last Day: December 29
December 26, 1975

MEMORANDUM FOR THE PRESIDENT
N
FROM: JIM CANNON
SUBJECT: H.R. 6874 - Amend Small Reclamation

Projects Act of 1956

Attached for your consideration is H.R. 6874, sponsored by
Representative Lujan.

BACKGROUND

The Small Reclamation Projects Act of 1956 authorized a
program through which qualified public water resource
development agencies in the 17 Western States and Hawaii
could receive loans and/or grants to construct projects
under the Federal reclamation laws.

PURPOSE

The enrolled bill would amend the Act to increase the
appropriation authorization for the program from $300
million to $400 million and would update the Act to take
into account the effects of inflation. These provisions
are detailed in OMB's enrolled bill report at Tab A.

In addition, H.R. 6874 contains a provision which would
allow loans and grants up to 50% of the cost of the project
to be made for the acquisition of existing water resource
facilities as opposed to the construction of new facilities,
which has been the traditional purpose of the program.

RECOMMENDATIONS

Because of this provision, OMB and Treasury recommend
disapproval of the legislation. Ed Schmults concurs
in their recommendation.



The Department of the Interior believes that this objectionable
provision can be controlled administratively because the
Secretary of the Interior can require such facilities to

meet standards of design and durability. Interior recommends
that you sign the enrolled bill.

Max Friedersdorf also recommends approval of H.R. 6874. The
bill passed the House by voice vote under suspension and
passed the Senate under unanimous consent. He states that

the Administration position on the legislation when it

passed the House in October was "will not object". He believes
that a veto would be inconsistent and difficult to explain.

We have never conveyed a veto signal.

RECOMMENDATION

The provision which OMB and Treasury object to is objectionable and
on the merits may warrant a veto. However, in view of Interior's
belief that it can be controlled administratively and in view

of the fact that we never flashed a veto warning on this, I
recommend that you approve the legislation.

DECISION

Sign H.R. 6874 at Tab B. Approve
Disapprove

Disapprove H.R. 6874 and

sign the proposed veto Approve

message at Tab C.
Disapprove
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The enrolled bill would increase the amount of the present
authorization by $100 million to a cumulative total of $400
million.

H.R. 6874 would also amend existing law as follows:

a. 1increase existing limitations on cost of an
eligible project as measured by a composite
construction cost index;

b. authorize the Secretary of the Interior to increase
existing loans to cover inflationary cost increases;

€. increase maximum loan and/or grant for a project
as measured by two-thirds of the maximum allowable
estimated total project cost instead of a $10
million maximum limit. This would be equivalent
to about $15 million in 1975 prices.

In addition to the foregoing provisions which constitute
justifiable changes in program limitations to accommodate
for inflation, H.R. 6874 contains a provision which allows
loans and grants up to 50 percent of the cost of the project
to be made for the acquisition of existing water resource
facilities as contrasted to the construction of new
facilities, the traditional purpose of the program.

Although the legislative history of the bill is essentially
silent in the matter, we understand that this provision
allowing subsidized Federal financing to be used to acquire
existing facilities rather than pay for the construction

of new ones was included to permit acquisition of some
privately owned wells by an eligible reclamation project.
Although the specific purpose here may not be particularly
objectionable of itself, the provision could be used for less
desirable acquisitions in the future. More basically,

by providing subsidized financing for a transfer in ownership
of existing water resource facilities, it departs from the
fundamental purpose of the Small Reclamation Program -- the
use of such subsidized financing to create additional facilities
and economic benefits.

For the foregoing reasons, we join with Treasury in
recommending veto of H.R. 6874.



Interior, in its enrolled bill letter, states:

"This provision is not one we would have
recommended, but with the exercise of care in the
application of standards and in the examination
of facilities proposed for purchase in a project,
this provision can be effectively administered
and controlled. This feature in the bill does
not render the bill objectionable. Moreover,
there are not many situations where the provision
would apply."

Interior's position is basically one of asserting that the
objectionable nature of the provision relating to acquisition
of existing facilities can be mitigated administratively.

We believe that the "pork barrel" nature of the program

will make this extremely difficult and, accordingly, feel
that veto is the soundest course to follow.

We have prepared for your consideration the attached pro-
posed veto message voicing objections to the bill, as

outlined above, and offering to approve, without delay,
legislation without the objectionable provision.

rd

James T. Lynn
Director

Enclosures



TO THE HOUSE OF REPRESENTATIVES

I return herewith without my approval, H.R. 6874,
"To amend the Small Reclamation Projects Act of 1956, as

amended."

The Small Reclamation Projects Act generally author-
izes interest-free loans to assist construction of irri-

gation projects in the 17 Western States and Hawaii.

H.R. 6874 would increase the now largely committed
appropriation authorization for this program from $300 million
to $400 million. The bill would also authorize a series
of increases in the limitations the law currently imposes
on the amount of financial assistance that can be provided

to particular projects.

I have no objection to these changes which will assure
continuation of the program and accommodation of the amount
of financial assistance to cost increases resulting from

inflation.

There is, however, another feature of H.R. 6874 to
which I strongly object. It involves a new authority added
by this bill under which financial assistance could be
provided for the cost of acquiring existing water resource

facilities, as contrasted with the construction of new ones.

From its inception, the fundamental purpose of the

Small Reclamation Projects Act has been to provide Federal



. AL

financial assistance to stimulate the construction of
additional water resource facilities with resulting
economic benefits in the areas covered by the Act.
Obviously, it would represent a sharp departure from
this purpose to permit such assistance to be used to
finance a transfer in the ownership of existing facili-
ties, thereby replacing private financing with interest-

free, Federal loans.

At a time of increasing budgetary stringency, when
we are carefully examining the scope of and justifica-
tion for a myriad of Federal programs, I cannot in good
conscience. approve legislation that would convert an

existing program to this new and quite unjustified purpose.

If the Congress will enact another bill with the
offending provision relating to the purchase of existing

facilities deleted, I will be glad to approve it promptly.

THE WHITE HOUSE

December , 1975















The enrolled bill contains a new provision not contained in earlier
versions of the bill, which would allow for the use of loans and
grants under the Act to purchase existing facilities, as well as
for the construction of new facilities. The purchase could not
amount to more than 50 per cent of the cost of any project and
would have to be approved by the Secretary according to standards
of design and construction which he would establish.

This provision is not one we would have recommended, but with the
exercise of care in the application of standards and in the
examination of facilities proposed for purchase in a project, this
provision can be effectively administered and controlled. This
feature in the bill does not render the bill objectionable. Moreover,
there are not many situations where the provision would apply.

In reports to the Congress on H.R. 6874 dated June 12, 1975 and
on S. 1794, the companion bill, dated September 4, 1975, the
Department favored enactment of the bill, subject to certain
amendments,

The principal amendment proposed was the deletion, in its entirety,
of Section (c¢) of the bill providing for interim increases in loans
and grants by the Secretary to account for cost escalation. The
Departmental reports stated:

"The Administration has recommended that the new
subsection (d) of Section 4 of the Act, as provided
in Section (c) of the bill be deleted in its entirety."”

The enrolled bill does not delete Section (e) in its entirety, but
two substantial and favorable changes have been made in the section
as proposed in early versions of the bill. A clause which would
have allowed for increases in grants and loans based upon changes
in project plans has been deleted. The provision for Congressional
committee review of increases has also been deleted.

The enrolled bill also deletes language contained in the original
bill which would have applied Congressional review to any "obligation
of funds" for projects under the Act, as opposed to "appropriation"
of funds., We opposed this amendment on Constitutional grounds.

There has been an increase of about 48 percent in the costs of
construction since the Act was last amended in 1971. The largest
single-year cost increase was 26 percent in 1974. ILoan applicants
have had to revise cost estimates and financial analyses of



completed project reports to keep up with rising construction costs.
Those approved projects with construction underway during that
period have received construction bid estimates well in excess of
previously estimated costs. They have been faced with a decision
to cut back on the scope of planned projects, which may not be
financially feasible, or apply for supplemental loans to complete
the proposed project works., Those legislative changes for maximum
allowable total project cost and maximum loan and/or grant amounts
would maintain, on an annual basis, essentially the same size
project envisioned under the 1966 amendment of the Act, which
changed the original ratio of a loan to total project cost.

The increased program ceiling would assure potential applicants
that there is an intended continuity to the loan program that
warrants proceeding with the costly investigations and reports
required in support of an application.

We feel that the bill is desirable to allow for the effects of
inflation in the administration of the Act, to permit the attainment
of the purpose of the Act, to assure that projects may be completed
as planned, and to assure the continuity of the program. For these
reasons, which far outweigh the one or two less desirable provisions
in the bill, we feel the bill should be signed.

Sincerely yours,

4

tunivilomMBecydtary of the Interior

Honorable James T, Lynn

Director, Office of
Management and Budget

Washington, D.C,



THE WHITE HOUSE

WASHINGTON

December 24, 1975

MEMORANDUM FOR: JIM CAVANAUGH
FROM: MAX FRIEDERSDORF ,ﬂ(‘ é .
SUBJECT: H.R. 6874 - Amend Small Reclamation

Project Act of 1956.

H.R. 6874 passed the House by voice vote under suspension and
passed the Senate under unanimous consent.

Acquisition of existing projects is a departure from the present
law.

However, there is language in the bill which permits administrative
control of acquisitions of privately owned facilities by eligible
reclamation projects.

The Secretary of the Interior can require such facilities to
meet standards of design and durability. In addition, the
Secretary of the Interior will be required to certify that the
facility meet the requirements for acquisition.

One project is in Barry Goldwater, Jr.'s District and testimony
indicated there are only 3 or 4 facilities eligible for adding
to existing or newly-constructed small reclamation projects.

Our position on the legislation when it passed the House in
October was the Administration "will not object."

A veto would be inconsistent and difficult to explain.

The Office of Legislative Affairs recommends the bill be signed.












EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

DEC 2 ¢ 1975

MEMORANDUM FOR THE PRESIDENT

Subject: Enrolled Bill H.R. 6874 - Amend Small Reclamation
- Projects Act of 1956
Sponsors - Rep. Johnson (D) California and
Rep. Lujan (R) New Mexico

Last Day for Action

_ December 29, 1975 - Monday

Pux pose

To increase the appropriation authorization for the Small
Reclamation Projects program, to expand the scope of the program
to permit the acquisition of existing water resource facilities,
and to update the Act to take into account the effects of
inflation.

Agency Recommendations

Office of Management and Budget . Disapproval (Veto Message
Attached)

Department of the Treasury Disapproval (Informally)

Department of the Interior Approval

Discussion

Existing law authorizes an aggregate of $300 million for

a program through which qualified water resource develop-
ment agencies in the 17 Western States and Hawaii receive
loans and/or grants to construct projects under the Federal
reclamation laws. Outstanding obligations plus commitments
and projects under review will soon exhaust the $300 million
authorization. '



The enrolled bill would increase the amount of the present
authorization by $100 million to a cumulative total of $400
million.

H.R. 6874 would also amend existing law as follows:

a. increase existing limitations on cost of an
eligible project as measured by a composite
construction cost index;

'b. authorize the Secretary of the Interior to increase
existing loans to cover inflationary cost increases;

c. increase maximum loan and/or grant for a project
as measured by two-thirds of the maximum allowable
estimated total project cost instead of a $10
million maximum limit. This would be equivalent
to about $15 million in 1975 prices.

In addition to the foregoing provisions which constitute
justifiable changes in program limitations to accommodate
for inflation, H.R. 6874 contains a provision which allows
loans and grants up to 50 percent of the cost of the project
to be made for the acquisition of existing water resource
facilities as contrasted to the construction of new
facilities, the traditional purpose of the program.

Although the legislative history of the bill is essentially
silent in the matter, we understand that this provision
allowing subsidized Federal financing to be used to acquire
existing facilities rather than pay for the construction -

of new ones was included to permit acquisition of some
privately owned wells by an eligible reclamation project.
Although the specific purpose here may not be particularly
objectionable of itself, the provision could be used for less
desirable acquisitions in the future. More basically,

by providing subsidized financing for a transfer in ownership
of existing water resource facilities, it departs from the
fundamental purpose of the Small Reclamation Program -- the
use of such subsidized financing to create additional facilities
and economic benefits.

For the foregoing reasons, we join with Treasury in
recommending veto of H.R. 6874.



Interior, in its enrolled bill letter, states:

"This provision is not one we would have
recommended, but with the exercise of care in the
application of standards and in the examination
of facilities proposed for purchase in a project,
this provision can be effectively administered
and controlled. This feature in the bill does
not render the bill objectionable. Moreover,
there are not many situations where the provision
would apply."

Interior's position is basically one of asserting that the
objectionable nature of the provision relating to acquisition
of existing facilities can be mitigated administratively.

We believe that the "pork barrel" nature of the program

will make this extremely difficult and, accordingly, feel
that veto is the soundest course to follow.

We have prepared for your consideration the attached pro-
posed veto message voicing objections to the bill, as
outlined above, and offering to approve, without delay,
legislation without the objectionable provision.

James T. Lynn
Director

Enclosures



TO THE HOUSE OF REPRESENTATIVES

I return herewith without my approval, H.R. 6874,
"To amend the Small Reclamation Projects Act of 1956, as

amended."”

The Small Reclamation Projects Act generally author-
izes interest-free loans to assist construction of irri-

gation projects in the 17 Western States and Hawaii.

H.R. 6874 would increase the now largely committéd
appropriation authorization for this program from $300 million
to $400 million. The bill would also authorize a series
of increases in the limitations the law currently imposes
on the amount of financial assistance that can be provided

to particular projects.

I have no objection to these changes which will assure
continuation of the program and accommodation of the amount
of financial assistance to cost increases resulting from

inflation.

There is, however, another feature of H.R. 6874 to
which I strongly object. It involves a new authority added
by this bill under which financial assistance could be
provided for the cost of acquiring existing water resource

facilities, as contrasted with the construction of new ones.

From its inception, the fundamental purpose of the

Small Reclamation Projects Act has been to provide Federal



financial assistance to stimulate the construction of
-additional water resource facilities with resulting
economic benefits in the areas covered by the Act.
Obviously, it would represent a‘sharp departure from
this purpose to permit such assistance to be used to
finance a transfer in the ownership of existing facili-
ties, thereby replacing private financing with interest-

free, Federal loans.

At a time of increasing budgetary stringency, when
we are carefully examining the scope of and justifica-
tion for a myriad of Federal programs, I cannot in good
conscience, approve legislation that would convert an

eXisting program to this new and quite unjustified purpose.

If the Congress will enact another bill with the
offending pfovision relating to the purchase of existing

facilities deleted, I will be gléd to approve it promptly.

THE WHITE HOUSE

December ;, 1975










XECUTIVE OFFICE OF THE PRESIDENT
FFICE OF MANAGEMENT AND BUDGET

DATE: 12-26-75

TO: Bob Linder

FROM: Jim Frey

Attached is the Treasury views
letter on H.R. 6875. Please have
it included in the enrolled bill

file.

OMB FORM 38
REV AuG 73



THE DEPUTY SECRETARY OF THE TREASURY
WASHINGTON, D.C. 20220

DEC 24 197%

Director, Office of Management and Budget
Executive Office of the President
Washington, D. C., 20503

Attention: Assistant Director for
Legislative Reference

Sir:

Reference is made to your request for the views of this
Department on the enrolled enactment of H.R. 6874, "To amend the
Small Reclamation Projects Act of 1956, as amended."

The Small Reclamation Projects Act of 1956 authorizes a pro-
gram of grants and loans for irrigation and multipurpose water
resource projects. Loans for irrigation facilities are interest
free, and loans for other water facilities bear heavily subsi-
dized rates. Subsection (a) of the enrolled enactment would
make eligible for assistance projects that consist of the acqui-
sition of "existing facilities as distinct from newly constructed
facilities" up to 50 percent of the project cost. Thus, con-
ceivably up to 50 percent of Federal assistance under the pro-
gram could be for the acquisition of existing facilities rather
than for stimulating new construction. The proposal could result
in extraordinary costs to the Federal Government with no apparent
benefits to offset such costs, and substantial windfalls to
either the buyers or sellers of existing facilities.

In view of the foregoing, the Department would recommend
that the President not approve H.R. 6874.

Sincerely yours,

/]
éfep n S./Gardner




































































