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As you areaware,theBureauofReclamationis currentlyembarkingon somemajorcontracting
activitiesthatwill continueto behighly visible for yearsto come. As Commissioner,I am
dedicatedto ensuringthatReclamationcontinuesto fulfill its contractingresponsibilitiesaswell
asconsidertheneedfor watersuppliesto meetgrowingdemandsfor municipal, tribal, and
environmentaluses.Towardthis end,overthepastseveralyears,wehaveimplementedsome
majorpoliciesandinitiativesto facilitateandto providedirectionfor thesemultiple areasofuse.

Thepurposeofthis memorandumis to summarizein oneplacethesepoliciesandinitiativesand
to expresstheir importancein ourcontractingactivities. This memorandumis not intendedto
modify, andshouldnotbe construedasmodifying, theguidancesetforth in thepolicy
memoranda,statements,andredelegationreferredto herein.

1. Policy for Term of Contract. In May 1993,Reclamationinstitutedthepolicy thatthe
maximumtermfor neworrenewedlong-termcontractsexecutedpursuantto Reclamationlaw
would be25 years. Thepurposeofthispolicy is to betterprotecttheinterestsoftheUnited
States,while still adequatelymeetingtheneedsofwaterusers,andto providemoreoperational
flexibility andimprovedprojectefficiency. The 1993policy allowedfor exceptionsto be
grantedby theCommissioner;however,no criteriafor anexceptionwereprovided. Forthis
reason,I directedstaffto performan analysisofthepolicy and,if appropriate,to developsuch
guidance.In theend,criteriaweredevelopedwhichareprovidedin theSeptember11, 1997,
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“Policy for TermsofContract,”memorandum.Reclamationpolicy remainsthatcontractsshall
not be for aterm longerthan25 years. However,•theopportunitynowexistsfor 40-yeartermof

— contractsif specificcriteriaaremet.

2. DelegationofAuthority. The January 4, 1994,memorandum, “BasisofNegotiation for
New and/orAmendatoryWaterService,RepaymentandRelatedContracts,”providedthat
approvalofa BasisofNegotiationwould be requiredfor eachcontracthavingatermofmore
than 1 year. After assessingcontractactivitiesoverthefollowing 4 years,wedeterminedthat in
orderto bemoreefficientandexpedientwith contractsforsmall quantitiesofwaterandshort
termsof contracts,authorityshouldberedelegatedto theregionaldirectorsto approveand
executecertaincontracts.Thisredelegationhasalsoservedto free-upstaff timeto focus
attentionon thelonger-termandmorecontroversialcontracts.This redelegationwasissued
March 3, 1998.

3. Policy for Collecting Operating and Maintenance (O&M) CostsAssociatedwith the
Administrationof Water-RelatedActivities. WhenI first cameon board,theconcernwas
raisedto meby numerouswaterusersand from membersofCongressthatReclamationwas
not following consistentpracticesfor O&M costsassessedfor servicesrelevantto contracting
activities. TheSeptember26, 1997,memorandumset forth policy for implementationofan
equitablefee.

4. Municipal andIndustrial(M&I) ConversionPolicy Memorandum.In August1992,the
Department’sOffice oftheInspectorGeneral(OIG) issuedareportconcludingthatReclamation
did not fully recovercostsofconstructionof facilitiesthatwereoriginallybuilt for irrigation,but
arenowusedfor M&I service.Reclamationdid notconcurwith theOIG recommendation,
whereupontheresolutionwasremandedto theOffice ofProgram,ManagementandBudget
(PMB). Reclamationstaffworkedwith PMB staffto resolvethe issue,andthis wasculminated
with my signingthepolicy memorandumdatedNovember13, 1997. Thepolicy issuedunder
this memorandumfacilitatesthe contractingprocessin thoseinstanceswherewaterchangesuse
from irrigation to someotheruse.

5. Guidelinesfor the 1956Act. At my request,Reclamationand Solicitor’s office staff
performedanexaminationoftheAct ofJuly 2, 1956, “AdministrationofContractsUnder
Section9, ReclamationProjectAct of 1939.” Pursuantto theexamination,policy dated
September3, 1998,hasbeenissuedwhichprovidesguidancewhenrenewingwaterservice
contractspursuantto theAct of 1956. This policy providesguidanceon generalconditionsfor
eitherrenewinga Section9(e) waterservicecontractorconvertingawaterservicecontractto a
Section9(d) repaymentcontract.

6. WaterTransfers.Undermy direction,ateamhasbeenestablishedto reviewwatertransfer
principlesandpoliciesfor bothprojectandnonprojectwater. This teamis reviewingthe
Department’sPrinciplesaswell asReclamation’spoliciesandguidelinesfor watertransfers.
Legislativeconstraintsto watertransfersareanotherimportantareaunderreviewby theteam.
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Theteamwill providerecommendationsfor revisionsandremediesto facilitatesuchtransfers.
Thereafter,it is my intent thatthis team’srecommendationswill receiveappropriatepublic
review.

7. Tribal Uses. OnFebruary25, 1998,I issuedapolicy statemententitled“Indian Policy of
theBureauof Reclamation”thatconsolidatedthepoliciesenunciatedbyprevious
CommissionersandthosewhichI havepromulgatedduring my tenureasCommissioner.A
cornerstoneofthis policy is thatReclamationshouldactivelyseekpartnershipswith Indiantribes
to ensurethattribeshavetheopportunityto participatefully in theReclamationprogramasthey
developandmanagetheirwaterandrelatedresourcesin orderto implementtheirwaterrights
settlementsandmeettheirgrowingdemandsforwater. Thetechnicalassistanceactivitiesofthe
NativeAmericanAffairs Programaredesignedto bridgetheeffortsofIndiantribesto obtainthe
benefitofthe Reclamationprogram. Reclamationwill continueto evolvecontractand
repaymentpolicies to reconcileReclamationpolicieswith Indianneeds.

8. Environmental Uses. Reclamationhas beensuccessfulin meetingwaterneedsfor
environmentalrequirementsthroughsuchmeasuresaswaterpurchases,exchanges,andtransfers.
Wewill committo continueto exploretheseavenuesas well asresearchto identify new,
additionalmeasuresto meetenvironmentalconcerns.

In closing,I would like to addressaquestionthat oftenarisesregardingcontractingand National
EnvironmentalPolicyAct (NEPA) andEndangeredSpeciesAct (ESA) compliance,andwhat is
Reclamation’spositionregardingsuchcompliance.It is Reclamation’spositionthat all contract
activitieswill continueto requireNEPA andESA compliance. Thelevelofcompliancewill
dependon thecomplexityoftheFederalaction.

If youhaveanyquestionsregardingtheabove-listedpoliciesor initiatives,pleasecontact
Ms. SandieSimonsat (303) 445-2902.

cc: Manager,PortlandOR, Attention: LCA-l000
Manager,YakimaWA, Attention: UCA-l000
Manager,Boise ID, Attention: SRA-1000
Manager,GrandCouleeWA, Attention: GCP-1000
Manager,FolsomCA, Attention: CC-100
Manager,FresnoCA, Attention: SCC-100
Manager,ShastaLakeCA, Attention: NC-100
Manager,KiamathFalls OR, Attention: KO-l00
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Manager,CarsonCity NV, Attention: LO-100
Manager,SacramentoCA, Attention: CVO-100
Manager,PhoenixAZ, Attention: PxAO-1000
Manager,YumaAZ, Attention: YAO-1000
Manager, Boulder City NV, Attention: LCD-bOO
Manager,BoulderCity NV, Attention: BCOO-1000
Manager,TemeculaCA, Attention:- SCAO-1000
Manager,AlbuquerqueNM, Attention: ALB-100
Manager,GrandJunctionCO, Attention: WCN-CDeAngelis
Manager,Provo UT, Attention: PRO-bOO
Manager,FarmingtonNM, Attention: FCO-l0O
Manager,Salt LakeCity UT, Attention: UC-600
Manager,Billings MT, Attention: MT-bOO
Manager,GrandIslandNE, Attention: NK-AM
Manager,LovelandCO, Attention: EC-bO0
Manager,Mills WY, Attention: WY-bOO
Manager,Austin TX, Attention: TX-bOO
Manager,BismarckND, Attention: DK-b00
AssistantSolicitor, Water& Power,Attention: Mauro


