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STATEMENT OF THE STATE OF ILLINOIS. 

  

Pursuant to the opinion of this Court herein deliv- 

ered May 22, 1933, the following provision was added 

to the decree herein of April 21, 1930: 

‘That the State of Illinois is hereby required to 
take all necessary steps, including whatever au- 
thorizations or requirements, or provisions for the 
raising, appropriation and application of moneys 
may be needed in order to cause and secure the 
completion of adequate sewage treatment or sew- 
age disposal plants and sewers, together with con- 
trolling works to prevent reversals of the Chicago 
River if such works are necessary, and all other
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incidental facilities, for the disposition of the sew- 
age of the area embraced within the Sanitary Dis- 
trict of Chicago so as to preclude any ground of 
objection on the part of the State or of any of its 
municipalities to the reduction of the diversion of 
the waters of the Great Lakes-St. Lawrence sys- 
tem or watershed to the extent, and at the times 
and in the manner, provided in this decree. And 
the State of Illinois is hereby required to file in 
the office of the Clerk of this Court, on or before 
October 2, 1933, a report to this Court of its action 
in compliance with this provision.’’ 

The State of Illinois desires to make it clear that in 

filing this report in compliance with the foregoing pro- 

visions added to the decree, the State does not waive 

any of the contentions heretofore addressed to the Court 

by its petition for rehearing and set forth more at 

length in the brief filed herewith in reply to the brief 

of complainant States opposing this petition for re- 

hearing. For the reasons set forth in the petition and 

brief, the State of Illinois respectfully submits that this 

procedure is premature. 

The State of Illinois, therefore, respectfully requests 

that this report be read in conjunction with its petition 

for rehearing and brief in support thereof. 

Upon receipt of a copy of the Court’s opinion and 

order the Attorney General of Illinois, with his assist- 

ants, gave most careful consideration to the provisions 

thereof in the light of the record. The report of Spe- 

cial Master MecClennen had recommended to the Court 

that it direct by mandatory decree the State of Illinois 

to extend its credit at once by issuance and sale of 

bonds to raise funds with which to secure the comple- 

tion of the sewage treatment program of the Sanitary 

District. The report recommended that the State of 

Illinois be directed to disregard positive limitations of 

the Constitution of Illinois which forbade the immedi-
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ate use of State credit by the issuance of such bonds 
for this or any purpose, without the necessary ap- 

proval of the voters at a general election. Consideration 

of the Court’s opinion and order indicate conclusively 

that the Court did not adopt this recommendation. The 
proper officers of the State of Illinois, including the 

Governor, therefore, had been advised by the Attorney 

General that any procedure to be adopted by the State 

of Illinois pursuant to the requirements of the above 

order of the Court must be in accordance with the Con- 

stitutional limitations and requirements of the Consti- 

tution of the State of Illinois. 

Since bonds or other use of the credit of the State 

of Illinois can only be authorized in accordance with 

the Constitution of the State by a majority of the voters 

of the State at a general election, and since, also, under 

the requirements of the Constitution, the next general 

election available for a vote on this question oceurs in 

November, 1934, it was immediately apparent that the 

credit of the State could not be used in any degree 

whatever as a means of raising funds with which to 

resume at once the completion of the sewage disposal 

program. 

Under the Constitution of the State, the authority to 

authorize or require the collection of taxation is vested 

in the General Assembly, and consistent with what we 

are advised has been the established conclusion of this 

Court, the matter of taxation is, under the Constitu- 

tion of Illinois, solely and exclusively a matter of legis- 

lative discretion. 

Following several conferences with the Attorney Gen- 

eral, on June 18, the Honorable Henry Horner, Gover- 

nor of the State of Illinois, addressed the following mes- 

sage to the members of the General Assembly:



State oF ILLINOIS 

EXECUTIVE DEPARTMENT 

SPRINGFIELD 

June 9, 1933. 

To the Honorable the Members of the Fifty-eighth Gen- 

eral Assembly: 

On May 22, 1933, the Supreme Court of the United 

States rendered its decision in the case of Wisconsin 

and other states against The Sanitary District of Chi- 

cago and the State of Illinois and entered an order en- 

larging the decree of April 21, 1930 by adding to it the 

following: 

‘‘That the State of Illinois is hereby required to 
take all necessary steps, including whatever authori- 
zations or requirements, or provisions for the rais- 
ing, appropriation and application of moneys, may 
be needed in order to cause and secure the com- 
pletion of adequate sewage treatment or sewage 
disposal plants and sewers, together with control- 
ling works to prevent reversals of the Chicago 
River if such works are necessary, and all other 
incidental facilities, for the disposition of the sew- 
age of the area embraced within the Sanitary Dis- 
trict of Chicago so as to preclude any ground of 
objection on the part of the State or of any of its 
municipalities to the reduction of the diversion of 
the waters of the Great Lakes-St. Lawrence sys- 
tem or watershed to the extent, and at the times 
and in the manner, provided in this decree. 

And the State of Illinois is hereby required to 
file in the office of the Clerk of this Court, on or 
before October 2, 1933, a report to this Court of its 
action in compliance with this provision. 

AND IT IS FURTHER ORDERED THAT, except as above 
provided, the application of the complainant States 
herein be, and the same is hereby, denied. Costs, 
including the expenses incurred by the Special Mas- 
ter and his compensation, to be fixed by the Court, 
shall be taxable against the defendants.’’
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While it would unduly extend the length of this mes- 

sage to render here a complete statement of the origin 

and many phases of this litigation, the following facts 

at least should be before you: 

This litigation, in so far as it affected the State, was 

first called to my attention shortly after my inaugura- 

tion, although the litigation has been pending many 

years—having been commenced in 1922. In 1922 the six 

states — Wisconsin, Ohio, Michigan, Minnesota, New 

York and Pennsylvania filed original proceedings before 

the Supreme Court of the United States to prevent The 

Sanitary District of Chicago from continuing to divert 

water from Lake Michigan through its canal into the 

[linois River and thence to the Mississippi (the Illinois 

Waterway Route) on the claim that this diversion low- 

ered the levels of te Great Lakes and thus produced dam- 

age to navigation and other rights of those states. The 

decree, entered in that case in April 1930, required suc- 

cessive reductions in the diversion as follows: from and 

after July 1, 1930 to 6500 cubic feet per second; by 

January 1, 1936 to 5,000 cubic feet per second, and by 

January 1, 1939 reduced to 1500 cubic feet per second. 

Prior to the time of the decree of 1930, it was found by 

the District to be necessary to withdraw 8,500 cubic feet 

per second which has been reduced, as I am informed, to 

6500 eubie feet per second, to comply with the reouire- 

ments of the decree up to July 1, 1930. 

The amounts of these reductions and the dates for their 

going into effect were based by the court on its conclu- 

sion that they could be safely imposed if The Sanitary 

District proceeded vigorously to carry out its previously 

adopted program for the constructions of plants designed 

for the artificial treatment of the sewage of Chicago. 

This artificial treatment is required to comply with the
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decree as to the diversion and to prevent pollution of 

the waters of Lake Michigan, the source of supply for 

the city of Chicago and adjoining communities. 

In 1931 the General Assembly authorized the issuance, 

without referendum, of bonds by The Sanitary District 

of Chicago to the extent of thirty-six million dollars to 

enable it to complete its plants for the purpose of de- 

creasing the diversion of water from Lake Michigan, as 

required by the decree of the Supreme Court of the 

United States. The economic depression, however, has 

prevented the sale of those bonds. Due to the delay in 

the collection of taxes in Cook County, the Sanitary Dis- 

trict has not received sufficient taxes to prevent its other 

bonds from going into default. As a result of its in- 

ability to dispose of the bonds authorized by the Gen- 

eral Assembly, it has been unable to continue its con- 

struction program. 

On October 3, 1932 four of the original complaining 

states called the situation to the attention of the United 

States Supreme Court in an application which requested, 

among other things, the appointment of a receiver or 

other officer of the court to enforce the decree. In effect 

the complaining states asked the United States Supreme 

Court to take over the conduct of the affairs of The Sani- 

tary District. On this application, the court appointed 

one Edward F. McClennen of Boston as Special Master 

of the court, and directed him to inquire into certain 

questions, particularly the financial measures needed to 

permit going forward with the construction program and 

the hearing on these questions before the Special Mas- 

ter began on January 12, 1933. The present Attorney 

General of Illinois then appeared and participated vig- 

orously in the proceeding. Up to this date The Sanitary 

District had been the active defendant although the state 

had been made a party to the proceeding.
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Although this State had been made a party to the pro- 

ceedings, I am informed that it was believed by the pre- 

vious Attorneys General that the state was merely a 

nominal party and that the real controversy was between 

the complainant states and The Sanitary District of Chi- 

cago. 

When the attention of the present Attorney General 

was called to the matter in January this year, it was made 

manifest by the complainants that they intended to make 

this State answerable for any default of The Sanitary 

District of Chicago. The Attorney General promptly 

and vigorously and, as I view it, very properly took the 

position that it was eminently unfair and contrary to law 

to fasten upon the State responsibility for any labil- 

ity or default of The Sanitary District of Chicago, one 

of the municipalities in the state. 

It was the position and opinion of the Attorney Gen- 

eral, as well as myself as Governor, that the State could 

not be held liable in law or in fairness, for the default 

of The Sanitary District of Chicago any more than it 

would be liable for the default of any other municipality 

in the state. 

The contention of the complainants was to the con- 

trary and they maintained and urged throughout this 

latter phase of the litigation that not only was the State 

of Illinois liable but that the Supreme Court should en- 

ter an order requiring the issuance, without referendum, 

of one hundred and thirty-nine million dollars in bonds 

of the State to pay for the cost of constructing the treat- 

ment works and appurtenances insisted upon by the com- 

plainants as necessary to comply with the decree of April 

1930. 

It was contended by the Attorney General and by the 

Governor that even if the unusual claim of liability of
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the State of Illinois was sustained, no bonds could be 

issued by the State without a referendum. 

The Attorney General vigorously contended and in 

my opinion rightly, that it was unfair to impose the finan- 

cial burdens of The Sanitary District of Chicago, com- 

prising and embracing but one-half of the population of 

the State upon all of the people of the State. 

It was further shown by the Attorney General, through 

testimony he introduced, I being one of the witnesses, 

that the financial resources of the State were unable to 

meet this tremendous expenditure sought to be imposed 

upon the State and that already the tax-ridden citizens 

of the State had a taxation load under which they were 

then staggering. 

Notwithstanding the evidence introduced and the 

strenuous and devoted efforts of the Attorney General, 

the decision of the Supreme Court of May 22nd and the 

decree issue in pursuance thereof, as I have quoted it, 

were rendered and entered. 

The court’s decision very definitely requires the im- 

mediate commencement of work by The Sanitary Dis- 

trict of Chicago in order that the full construction may 

be completed by the end of 1938. 

The State of Illinois should do what it can to com- 

ply with the court’s requirements that it act to assist 

The Sanitary District to comply with the decree of the 

United States Supreme Court and the matter, therefore, 

is submitted to the General Assembly for its considera- 

tion and such action as may meet all the necessities of 

the problem. 

It is only proper that this burden should be carried 

entirely by The Sanitary District of Chicago. The trus- 

tees have indicated their willingness to do so if put ina 

position where they can secure funds for this purpose.
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As already stated, The Sanitary District of Chicago 

has been authorized by previous action of the General 

Assembly to issue bonds in an amount not heretofore 

utilized, up to $36,000,000, without the customary re- 

quirement that such bonds be approved at an election of 

the voters of the District. In view of the fact that the 

Supreme Court of the United States has declared the 

necessity for this expenditure in an amount exceeding 

the existing authorization, I recommend that further 

authorization by appropriate act of the General As- 

sembly be given The Sanitary District of Chicago to is- 

sue its bonds without referendum in the amount re- 

quired to carry out and complete its program for the 

construction of sewage treatment works and appurte- 

nances thereto. Although these bonds may not be im- 

mediately saleable yet if they are not saleable on the 

open market, it is believed and hoped that they may be 

available as collateral for loans to The Sanitary Dis- 

trict of Chicago from Federal agencies now in existence 

or expected to be authorized as a result of legislation now 

adopted and also under consideration in the Congress. 

The decree requires a report from this State by Oc- 

tober 2, 1933, showing its action in complying with the 

order of the Supreme Court of May 22, 1933. In view of 
the nature of the order entered by the court, I earnestly 

hope this matter will receive the immediate and serious 

consideration of the members of the General Assembly. 

In the meantime, you may rest assured that the rights 

of the people of the State of Illinois will be vigorously 

pressed and asserted before the Supreme Court of the 

United States. I am advised by the Attorney General 

that a petition will be promptly filed for a rehearing in 

the Supreme Court of the United States on its decision 

and decree of May 22, 1933, asking reformation of the 

said decree. In the meantime, however, it is necessary
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to take immediate steps to enable The Sanitary District 

of Chicago to discharge on its own account the obliga- 

tions placed upon it by the decree of the United States 

Supreme Court. 

Henry Horner 

Governor of the State of Illinovs. 

Prior to and at the time of the handing down of the 

Court’s opinion hereinabove referred to the General As- 

sembly of Illinois was in regular session. Shortly prior 

to the handing down of this opinion, the Supreme Court 

of Illinois had held unconstitutional an act of the Legis- 

lature previously adopted, at a special session for the 

purpose, designed to impose a sales tax with which to 

raise revenue to be used for the purpose of unemploy- 

ment relief. The immediate problem, therefore, before the 

Legislature at the time of the Court’s opinion was the 

pressing necessity for raising revenue for unemploy- 

ment relief. These necessities are matters of record in 

this proceeding. As appeared in the evidence before 

Special Master McClennen, there were in Illinois, at 

the time this opinion was rendered and while this prob- 

lemt was pressing for consideration before the Legis- 

lature, 146,000 families dependent entirely upon public 

funds for subsistence, food, clothing, housing and medi- 

eal relief. The Governor of Illinois had testified, as the 

record shows, before the Special Master that approxi- 

mately 800,000 persons were represented by these figures. 

It was also a matter of official belief, as evidenced by ex- 

perience, at the time that notwithstanding a temporary 

improvement in employment and business conditions 

which began to appear in the spring of this year, the 

burden of relief necessities had continued to increase 

rather than to lessen. The reason for this was under- 

stood to be the result of the process of exhaustion of 

funds and private sources for help, with the effect that
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there were constant additions to those requiring assist- 

ance who had been previously able to postpone seeking 

public relief. 

Consistent with the suggestion contained in the mes- 

sage of the Governor above referred to, the General As- 

sembly duly adopted an act entitled ‘‘An Act Amending 

Section 5 f and 9 of an act entitled ‘An Act to Create 

Sanitary Districts and to Remove Obstructions in the 

Des Plaines and Illinois Rivers,’ approved May 29, 1889, 

in force July 1, 1889, as amended.’’ As a result of this 

the Sanitary District was authorized to issue bonds in 

an amount not to exceed $100,000,000 for the purposes 

of carrying out the requirements of the decree of the 

Supreme Court of the United States without submitting 

the question of such issuance of bonds to the legal voters 

of the District, and also was given power providing for 

the refunding of defaulted bonds. This act, as required 

by the Constitution of the State, vested this additional 

power in the Sanitary District, subject to the limitation 

that it should not become indebted in any manner or for 

any purpose to an amount in the aggregate exceeding 

5 per cent of the valuation of the taxable property as- 

certained by the last assessment for State and county 

taxes previous to the incurring of such indebtedness. 

This limitation is required by the State Constitution. 

It will be remembered that the District had previous 

authority te issue bonds without referendum which it 

had not theretofore been able to sell because of tax col- 

lection difficulties, in an amount exceeding $20,000,000, 

and, in effect, the Legislature removed the last limita- 

tion on the power of the District to issue bonds to an 

amount beyond the estimated cost of $120,000,000, which 

it lay within the power of te Legislature to remove. 

The Legislature adopted, in lieu of the sales tax for
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unemployment relief purposes previously held unconsti- 

tutional, a retailers occupation tax. This went into force 

July 1st at the conclusion of the legislative session. Ma- 

chinery for collection had to be set up and funds only 

began to be made available in August. The estimate of 

the Director of Finance, based upon collections up to 

date, is that there will be collected by this tax up until 

February 1, 1934, a total of $18,000,000 thus to be made 

available for relief purposes. The Legislature also pro- 

vided that of the three cent motor fuel tax, after first de- 

ducting from the total collection service charges on road 

bonds, one-third of the net amount remaining should be 

allocated to the cities of Illinois, one-third to the coun- 

ties, and only the balance left should be retained by the 

State for the original purpose of the tax—improvement, 

maintenance and policing of highways. The allocations 

to cities and counties were required to be used solely 

for relief purposes. 

It is the fact that the estimated requirements for re- 

lief necessities, based upon experience, indicated the re- 

quirement for a sum very greatly in excess of the total 

estimate of receipts from these two sources. 

Under date of September 22, 1933, the Director of Fi- 

nance advises that of the Cook County 1931 levy for 

State purposes amounting to $14,651,000 there was an 

unpaid balance on September Ist in the sum of $9,411,- 

000, and of the 1932 tax levy in the balance of the State 

for State purposes amounting to $15,684,000 there was 

an unpaid balance of $8,414,000 on September Ist. The 

Court will remember, as shown by the report of Special 

Master McClennen, that due to litigation and reassess- 

ment, collections in Cook County were one year behind 

collections in the balance of the State. From these fig- 

ures, it is apparent that the total tax levy for State pur- 

poses collectible in 1933 called for the sum of $30,335,-
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000. The 1931 rate for State purposes was 39¢ per $100 

of assessed valuation, and the 1932 rate was 50¢ per 

$100. 

The report of the Special Master recommended to the 

Court that the State should be required to issue bonds 

in the year 1933 in the sum of $84,000,000. As stated 

above, no constitutional authority to’ issue such bonds 

exists. The only way in which this sum could be made 

available was by additional taxes. It, therefore, appears 

that if the recommendation of the Special Master be re- 

garded as defining the requirements of the Court under 

the order above set forth, the Legislature contemplated 

the necessity of imposing additional taxes aside from 

the special additional tax for unemployment relief, 

ealling for total collections of $4,000,000 in excess of the 

total tax levy for all other State purposes, and this at a 

time when, as shown by the above figures, due to the ef- 

fects of the economic depression, more than fifty per cent 

of the theretofore increased State tax had not been col- 

lectible. 

Counsel for the State of Illinois are unable to state 

what was in the minds of the members of the General 

Assembly in the consideration they gave to the expres- 

sions of this Court and the requirements of its order 

called to their attention, as aforesaid, by the message 

of the Governor. The fact is that the Legislature, in the 

exercise of its exclusive legislative discretion, adopted no 

tax measure applicable throughout the State designed 

to raise revenue to be made available for the resumption 

of the Sanitary District construction program. In con- 

nection with this decision of the General Assembly of 

Ulinois not to more than double the State tax rate for 

Sanitary District construction purposes, the Court 

should remember that the recommendations of the Spe- 

cial Master were that the State issue bonds for this pur-
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pose, and not that the State attempt to collect the re- 

quired sum by taxation. The conclusions of the Special 

Master, therefore, as to the financial capacity of the 

State of Illinois dealt only with his conclusion that the 

State’s credit was sufficiently good to make a bond issue 

of this amount practicable. Such facts as are contained 
in his report as to tax delinquencies do not jus- 

tify any conclusion that the required amount could im- 

mediately be raised by taxation. The actual increase in 

tax for a bond issue of $35,000,000 would not exceed 

$3,500,000 for interest and maturities, and would be less, 

therefore, than ten per cent of the amount apparently 

required to be immediately raised by taxation,— 

$34,000,000. 

As indicated by the figures given above, however, tax 

delinquencies at the present time on the levies now in 

process of collection exceed fifty per cent of the tax. 

Since the requirements of the Court, as expressed in its 

opinion and order, could only be met by taxation, it is at 

once apparent that the increase in the tax rate demanded 

to meet these requirements would not be limited to the 

amount which arithmetically would raise the necessary 

sum, but would, as a practical proposition, need to be 

still greater. 

It should be remembered that the members of the Gen- 

erad Assembly are citizens of the State of Illinois, rep- 

resentative of the people of the State within their re- 

spective districts, and it may safely be assumed widely 

and personally familiar with the economic situation 

within those districts, and particularly with the capacity 

of their people to assume a large additional tax burden. 

We respectfully suggest, therefore, that the action of 

the General Assembly in failing to adopt any measure 

to procure by tax increases the sums necessary to meet 

the Court’s requirements should be accepted at the hands
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of this Court as a fair and unprejudiced conclusion of 

fact, within the exercise of their legislative discretion, 

and in no sense whatever as the expression of an unwil- 

lingness to meet the obligation decreed by this Court. 

That decision of fact, we believe, was that the amount 

involved could not be collected. Whatever the nature of 

the obligation may be, capacity to perform is an essen- 

tial which must exist before the obligation can be met. 

Existing circumstances, of which this Court is fully in- 

formed, amply justify, we respectfully suggest, the con- 

clusion of fact which we believe should be accepted by the 

Court as the basis of the legislative inaction here pre- 
sented. 

It should be remembered in this connection that the 

State Relief Commission to deal with unemployment re- 

lief was formed in February, 1932. Since that date there 

has been made available the proceeds of a State bond is- 

sue in the total sum of $20,000,000 which is a bond is: 

sue required to be repaid by taxation; a loan to Cook 

County in the sum of $12,252,000 secured by a Cook 

County bond issue in the same amount, also to be repaid 

by taxation; a diversion of the Motor Fuel Tax funds 

in the amount of $3,172,278; the proceeds of a county 

bond issue based upon an allocation of the Motor Fuel 

tax of $1,790,000; an estimated amount derived from 

general property tax receipts outside of Cook County 

in the sum of $5,000,000; and as previously stated actual 

receipts together with anticipated receipts based on 

present performance from the Retailers Occupation tax, 

which will total by the first of next February, $18,000,- 

000. The Legislature directly or indirectly, therefore, 

had caused to be raised for unemployment relief during 

this two year period of the worst economic depression 

this country has ever known, all by extra and extraor- 

dinary taxation, a total amount exceeding $60,000,000.
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In the light of these circumstances which were before 

the Legislature at the time of its consideration of the 

Governor’s message above set forth, we submit that a 

reasonable inference as to the cause of its inaction must 

have been the conclusion that the addition of further 

taxation sufficient to raise, within the year, $34,000,000 

was impracticable and impossible of execution. 

As to the steps that have been taken looking to a re- 

sumption of work on the Samtary District program, the 

following have occurred: 

In September, 1932 the Sanitary District filed an ap- 

plication with the Reconstruction Finance Corporation 

for a loan of $36,450,000. This included complete engi- 

neering data. The Reconstruction Finance Corporation, 

on examination of the application, held that the loan 

was not self-liquidating within the requirements of the 

applicable Statute of the United States, in that it could 

only be repaid from tax receipts and not from other 

sources of income. 

Upon the adoption of the National Industrial Recov- 

ery Act by the last session of Congress, in accordance 
therewith, in due course, the President of the United 

States caused to be set up a Public Works Administra- 

tion under the direct supervision of a board with the 

Secretary of the Interior as active head. As soon as this 

organization was announced, counsel for the State of 

Illinois presented the construction program of the San- 

itary District as one which, within the requirements of 

the Act, would produce a large amount of re-employ- 

ment and result in socially desirable construction. With 

all proper diligence and the active cooperation of its 

trustees and proper officials, the Sanitary District of 

Chicago in July, 1938 submitted to the individual mem- 

bers of the special board for Public Works at Washing-
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ton, and, in proper form, to the Illinois State Advisory 

Board, an application for an allocation of $120,367,500. 

Under the regulations subsequently announced by the 

Public Works Administration, because of the prior ap- 

plication to the Reconstruction Finance Corporation, the 

project was automatically transferred for consideration 

to the Washington Office, and in full compliance with the 

requirements of the regulations, the Sanitary District in 

August, 1933, filed another application, first with the 

Tlinois State Advisory Board for the same amount, and 

on August 31st, a third application conforming to Cir- 

cular No. 2 of the Public Works Administration, with the 

office of the Federal Emergency Administrator of Pub- 

lic Works at Washington. On September 23, 1933 a sub- 

application for an immediate allocation of $7,874,477 for 

the purpose of completing work on uncompleted con- 

tracts which had been interrupted due to the failure of 

funds was filed with the Illinois State Advisory Board, 

pending further consideration of the original applica- 

tion. On these uncompleted contracts engineering and 

other preliminary details, of course, had been com- 

pleted and only money was needed to permit an immedi- 

ate re-employment of some 4,500 men. This proposal 

has met with the approval and co-operation of the Secre- 

tary of the Interior. 

As a result of the interposition of the State of Illinois, 

through its proper officials, the Secretary of the Interior 

directed the General Solicitor of the Public Works Ad- 

ministration, Lloyd H. Landau, to come to Chicago to 

determine what steps could be taken, with a view to put- 

ting back to work as large a number of men, as soon as 

possible, in the carrying out and construction of socially 

desirable projects for which the Federal Government 

would receive valid and eventually commercially good 

collateral. These last state the general requirements of
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the policy of the Public Works Administration within 

their interpretation of the requirements of the Act. 

The Administration had appointed a very able engi- 

neer for the projects within Illinois, Joshua D’Esposito, 

who immediately began examination of the uncompleted 

contracts of the Sanitary District. It was promptly de- 

termined that arbitration of contractors’ claims, because 

of interruptions of work and possible increases of costs 

due to advances in the cost of materials, would be neces- 

sary. The general attorney of the Sanitary District has 

stated that he will advise the trustees that they are au- 

thorized to and should agree to arbitration of these 

claims. Counsel for the State of Illinois is informed 

that the Federal Engineer, Mr. D’Esposito, has approved 

the work under these contracts as socially desirable with- 

in the requirements of the Act, and we are further in- 

formed that contracts looking to the advancement of 

Federal funds against Sanitary District bonds on terms 

yet to be finally determined are in process of prepara- 

tion by the Pubic Works Administration in Washing- 

ton. It may, therefore, be reasonably anticipated that 

work will be resumed on these uncompleted contracts 

within a few weeks. 

As to the balance of the program, counsel for the 

State of Illinois is informed that the Federal Engineer 

has stated an engineer’s examination in detail must be 

made of the entire Sanitary District project, in the first 

place to determine that it is properly prepared, in view 

of the most recent developments in the art of artificial 

treatment of sewage; second, that from the entire pro- 

gram may be selected projects socially desirable which 

may be in a short period begun; third, that necessary 

arrangements for adequate and complete Federal super- 

vision not only of construction but of expenditures can 

be arranged. The General Solicitor of the Administra-
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tion conferred with counsel for the State of Illinois, the 

Attorney General and the Governor, and a preliminary 

outline of requirements was prepared. There are many 

and complicated details, since the Federal Government 

probably will require transfer of possession, and pos- 

sibly title to the land on which construction is to be un- 

dertaken, and will also require broad powers of super- 

vision, not only of the construction but as to all the re- 

lated financial undertakings, which they may decide will 

have a bearing upon the value as collateral of Sanitary 

District bonds, either to be sold or held by the Govern- 

ment as security for construction costs. It is agreed 

that enabling legislation to meet these requirements must 

be adopted, and the Governor has authorized the Attor- 

ney General to state that at a special session very 

shortly to be ealled, this subject will be included. Bills 

will be prepared as soon as the details of the require- 

ments of the Public Works Administration can be 
learned. 

The Sanitary District’s unused bonding power within 

the Constitutional limitation of 5 per cent of the last 

assessed valuation of property within the District is, at 
the present time, approximately $42,000,000. It is 

hoped that by the elimination of certain contract liabil- 
ities, which are figured against the borrowing power in 
arriving at the figure stated, this capacity may be in- 
creased to approximately $61,000,000. The Federal Gov- 
ernment has adopted the policy within the provisions of 
the National Industrial Recovery Act of making a grant 
on municipal projects of the character here involved of 

30 per cent of the total cost of labor and materials, 

which is much the largest item of cost in this program. 
It is, therefore, expected that there may be available in 
excess of $75,000,000 for construction, if the engineer’s
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report indicates that this amount may be expended with- 

in the emergency requirements of the Act. The general 

program under discussion and likely to be followed is 

that the total construction cost will be amortized over a 

considerable period of years, at least twenty, and the 

grant will be applied against the cash requirements of 

the first years. This will not only afford a great imme- 

diate tax relief to the over-burdened taxpayers of the 

Sanitary District, but will greatly advance the improve- 

ment in the market value of Sanitary District bonds, 

since it will help Sanitary District tax collection. If the 

Recovery Program of the Administration is successful, 

combined with other helpful economic forces, the present 

improved trend of tax collections will bring back to par, 

before the end of the time Federal construction is 

finished, the bonds of the District and by that time, the 

District will be amply able to finance whatever remain- 

ing portion of the program remains uncompleted. 

In view of the fact that Public Works funds are re- 

quired to be expended at the earliest possible moment 

in order to accomplish the greatest amount of immediate 

re-employment, it may confidently be expected that the 

construction program for the next two years will exceed 

in volume and amount the program as previously adopted 

by the Sanitary District and approved by this Court, 

since that program necessarily had to be limited in an- 

nual expenditure by the borrowing power of the Sani- 
tary District; limitations, it will be remembered, which 

this Court had accepted by its approval of the program. 

The practical situation is, therefore, that subject to the 

delay occasioned by the engineering review of the proj- 

ect, the adoption of enabling legislation, which probably 

can be accomplished before the engineer’s report is fin- 

ished, and the preparation of contracts, rapid progress
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in accordance with the Court’s original requirements 

may be confidently expected. 

Respectfully submitted. 

THe State oF ILLINots, 

By Orro Kerner, 

Attorney General. 

Truman A. SNELL, 

Assistant Attorney General. 

CornELius Lynoe, 

Special Assistant Attorney General.




