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From: Commissioner

This memo affirms the amm.y-Lo Day pohcy, and provides guidance on zmnlﬂmﬂmauon, as put
forth in the memorandum dated March 25, 1994, which stated that Reclamation would do ability-
to-pay reviews on a 5-vear basis. The March 25, 1994 memorandum was in response to the
Office of Inspector General Andit “Repayment of Irrigation Investments by Water Dismicts: 93-
1468", issued February 8, 1993. The audir included 2 rscommendation that Reclamation should
provide for the periodic reexamination of abiiity to pay computations and that the resulting
adjustments would be incorporated imto water service and repayment rates in all new conrracts
and 1n all existing comraccs when they are renewed or amended. o

Remonal Directors are authorized <o amend com:rac*s to mclude a provision for resxamination
every 3 years. We are now at the polnt wiere such a provision must be i mcorporated in numerous
contract activities, and we are prowcum7 the following guidance to assist vOUu in implementation.

Periodic reviews will occur every 5 years. A fll abiiity-io-pay study will be performed every 10
year° Reviews at the S-year inrerval willbe based on econormic mdicators. Further inTormation
will Tollow regarding these indicators. Based on past expénence, Reclamation’s staff costs and
other study costs associated with the 5 -year reviews, up to approximately $10,000, are generally
administrative costs unrelated o SPECINC COMITacing aciions, ancl thus thev shall be considered
nonremmbursable by the contracting snries for up ta £10,000. Likewse, for all full reviews,

oceurring at 10-vear imtervals o if required at the 3-vear imterval, past experience suggests that 30
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Other provisions of the March
place and ars refterated hers for € DUTDOSE OF compisteness. The COMIract 1erm should provide
thaz razes will be adjusted upwerd based on increases in irmgators’ ability-to- -pay. It should aiso
provide thart the rates will be adjusted downward i the ability-tc-pay deciines; provided, howeaver
that the downward adjusunent cannot result in the lengtheming of the repayment period peyond
that allowed by Reclamation law. The basis of negotiation should mchude the mechanism for
setting the floor 1o the lowast rate which may be established by the adjusiment provision in the
conmract. This policy.shall apply unless otherwise directed by project-specific legislation or by a
determination that Reclamation’s action conflicts with State law.

Where consistant with OPneml Reclamarion law, project-specific legislation, regulation and policy
Govemmc disposition of revennes, the first prioriy for the use of any fimds recerved from
creased payments shall be to reduce the assistance provided by power revennes. Tne second
momv shall be to reduce the repayment period. This policy shall not be construed as
“authotizing or permitting lump sum or acceleratad repayment of conswuction costs” as described
m se"non 213 of the Reclamarion R@m*‘m f&c‘ or 1982,

" Questions regarding this 'JO.U.CV may be directed 1o either Mr, I _Jary ScbiunL D-5200, (303) 443-
2901 or Ms. Sandie Simons, D-3200 (303) 445-2902,
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