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The proposed water service contract with Westlands allows provision of water,
beyond the maximum specified in the contract, at the rates specified for firm
water service. In other words, it does not contemplate that temporary or
interim water service contracts need be executed to furnish water in excess
of 1,150,000 acre-feet. I believe that as long as we have the firm rate-
setting policy specified above and adjustable rates, there is no particular
need to provide additional water service through a short-term contract rather
than under a long-term, permanent contract.

Your concurrence with these policies will also influence the Service's policy
on ratesetting and repayment of the M&I functions of projects. We expect to
have a comprehensive analysils and policy established for M&I contracting in
the next few months.

I request your concurrence with the following contracting policies which
represent a revision of those presented in my December 29, 1978, memorandum.
First, irrigation water rates will be established and adjusted to recover

the full cost of service (based on the authorized repayment period) or the
contractor's payment capacity, whichever is less. Second, service of surplus
vater, beyond the maximum specified in a long-term water service contract,
may be made available pursuant to terms and conditions of said long-term
contract instead of under an additional temporary contract.
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NHote to be's: Please place this in section II of the loose-leaf policy book
sent to you on February 26, 1980. .
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