


This contract term should provide that rates will be adjusted upward based on
increases in irrigators’ ability to pay. It should also ?rovide that the
rates will_be adjusted downward if the ability to pay declines; provided,
however, that the downward adjustment cannot result in the lengthening of the
repayment period beyond that allowed by Reclamation law. The basis of
negotiation should include the mechanism for setting the floor or Towest rate
which may be established by the adjustment provision in the contract. This
policy shall apply unless otherwise directed by project-specific legislation
or by a determination that Reclamation’s action conflicts with the State law
governing a contract.

The first priority for use of any funds received from increased payments shall
be to reduce the assistance provided from power revenues. The second priority
shall be to reduce the repayment period. Since this is utilization of payment
capacity as required by the Reclamation Project Act of 1939, this policy shall
not be construed as "authorizing or permitting lump sum or accelerated
repgyment of construction costs" as described in the Reclamation Reform Act of
1982.

If there are any questions regarding this policy, please contact Larry
Schluntz, D-5120, at (303) 236-9336. extension 260.
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