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MEMORANDUM

To: RegionalDirector PN, MP, LC, UC, GP
Attention:I PN-1000,PN-3300,MP-100,MP-440, LC-1000, LC-4450,
UC-100,UC-446, GP-lOOO, -

From: Eluid L. Martinez
Commissioner

Subject: Policy for Termsof Contract

By memorandumdatedMay 19, 1993, subject, upolicy for Termsof Contracts,”theBureauof
Reclamation(Reclamation)adoptedthepolicy that themaximumterm for newor renewed
long-termcontractsexecutedpursuantto Reclamationlaw shallbe 25 years. The
memorandumstatesthat thepurposeis “to betterprotectthe interestsof theUnited States
while still adequatelymeetingtheneedsof waterusers,and to providemoreoperational
flexibility and improvedprojectefficiency.” Exceptionsto themaximum25-yeartermare
providedin thememorandum.Theseexceptionsare: (1) wherethelaw underwhich the
contractis executede4licitly requiresa termlongerthan25 years,and (2) a strong
justification can be providedto theCommissionerin which casean exceptionmaybe granted.

With respectto exceptionno. 2 above,no guidancefor variancefrom thepolicy wasprovided.
For this reason,I directedmy staffto performan analysisofthepolicy and, if appropriate,to
developsuchguidance.

The following justificationsfor varianceareof two kinds. The first recognizesa categoryof
non-water-relatedcontractswhich haveno effecton operationalflexibility or improvedproject
efficiency. Sincethe 1993 memorandum,in practice,the maximumtermof thesecontracts
hasbeen25 years,andpaymentcapacityhasbeenusedto determineif a repaymenttermless
than25 yearsshouldbeapplied. Thejustification requirementprovidedhereinwill also
addressuseof paymentcapacityto justify arepaymenttermlongerthan25 years.

Thenextjustificationappliesto water-relatedcontractingactivitiesandrequiresa
demonstrationthat thisjustificationcanbemet beforeavariancecanbe granted.
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Justification for Variance

Non-Water-RelatedContracts

The lengthofthe repaymentperiodfor non-water-relatedcontracts,suchascontractsfor
repaymentof obligationsincurredundertheReclamationSafetyof DamsAct, the
RehabilitationandBettermentAct, theDrainageandMinor ConstructionAct, andtheSmall
ReclamationProjectsAct, will be basedon captureof full paymentcapac.ity. The 1993policy
memorandumsetsa maximumtermof 25 years. The existingpracticethat if paymentcapacity
is sufficientto payin lessthan25 years,thelesserrepaymentperiodwill be:utilizedshall
continue. If paymentcapacityidentifiesa longertermof contractis justified, and thereareno
otherappropriatesourcesof district fundsto repaytheobligation,thena longertermof
contractwill be granted. Variancefor suchcontractsmustbe supportedby a basisof
negotiationsubmittedfor Commissionerapproval.

Water-Related Contracts

ConLractingentitiesshoulddemonstratethat to effectively implementmeasuresto improve
projectefficiencyand/oroperationalflexibility, a contractfor greaterthan25 yearswould be
required. Thecontractingentitiesmustcommit in thecontractto undertakesuchmeasures.
Detailedsupportingdocumentationshouldbe submittedfor consideration.Suchmeasuresmay
include,amongothers,initiatives to effectwaterconservation,initiatives to facilitatewater
transfers,enhancementof instreamflows, recreation,flood control, water reuse,desalination,
protectionof Indiantrust assets,land resourcemanagement,fish and wildlife conservationand
enhancement,and waterquality protectionandimprovement.

Regions’basesof negotiationmustcontainfor considerationan analysisof thefinancial
advantagesto theUnited Statesfor eitherenteringa contracttermfor longerthan25 yearsor
enteringa contracttermfor 25 yearsor less. This analysisshouldincludewhethertheUnited
Stateswill be betteror worseoff in presentvalueterms.

This memorandumdoesnot repealtheexisting policy establishinga 25-yearmaximumtermof
contract. It providescriteria for Reclamationto usein determiningif a varianceisjustified as
providedin the 1993policy memorandum.

cc: Manager,PortlandOR, Attention: LCA-lOOO
Manager,Yakima WA, Attention: UCA-lOOO
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Manager,BoiseID, Attention: SRA-1000
Manager,Grand’CouleeWA, Attention: GCP-1000
Manager,FolsomCA, Attention: CC-lOO
Manager,FresnoCA, Attention: SCC-100
Manager,ShastaLakeCA, Attention: NC-100
Manager,KlamathFallsOR, Attention: KO-100
Manager,CarsonCity NV, Attention: LO-iQO
Manager,SacramentoCA, Attention: CVO-100
Manager,PhoenixAZ, Attention: PxAO-lOOO
Manager,YumaAZ, Attention: YAO-1000
Manager,BoulderCity NV, Attention: LCDFO-lOOO
Manager,BoulderCity NV, Attention: BCOO-1000
Manager,TemeculaCA, Attention: SCAO-lOOO
Manager,AlbuquerqueNM, Attention: ALB-lOO
Manager,GrandJunctionCO, Attention: WCN-CDeAngelis
Manager,ProvoUT, Attention: PRO-iQO
Manager,FarmingtonNM, Attention: FCO-lOO
Manager,Salt LakeCity UT, Attention: UC-600
Manager,Billings MT, Attention: MT-lOO
Manager,GrandIslandNE, Attention: NK-AM
Manager,LovelandCO, Attention: EC-100
Manager,Mills WY, Attention: WY-lOO
Manager,OklahomaCity OK, Attention: TX-lOO
Manager,BismarckND, Attention: DK-lOO


