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United StatesDepartment of the

BUREAU OFRECLAMATION
Washington, D.C. 20240

IN REPLYREFER TO:

D-5200 3 1998
WTR-4.OO

MEMORANDUM

To: RegionalDirector,PN, MP, LC, UC, GP
Attention: PN-bOOO,PN-3300,MP-bOO,MP.

UC-lOO,UC-284,GP-lO0O,

From: Eluid L. Martinez
Commissioner

Subject: Policy for Guidanceon Interpretationofthe.
Of ContractsUnderSection9, ReclamationProjectAct of 1939”

Thepurposeofthis policy is to provideguidancewhenrenewingwaterservicecontracts
pursuantto theAct ofJuly 2, 1956,“Administration of ContractsUnderSection9, Reclamation
ProjectAct of 1939,” (Act of 1956). This policy alsostatesReclamation’srequirementfor
NationalEnvironmentalPolicy Act (NEPA) complianceandcostsfor contractactivities.

TheAct of 1956providesfor renewal,undercertainconditions,ofwater-servicetypecontracts
writtenpursuantto Section9(e) andallows for conversionofsuchcontractsto Section9(d)
repaymentcontractsundercertainmutuallyagreed-toconditions. A generalconditionthatwill
applyto all suchcontractsis thatbeforetheymaybe renewedorconverted,thecontractsmust
containlanguagewhich providesfor renewalorconversion,subjectto suchmutually agreeable
termsandconditions. If suchlanguagedoesnotexist,authority is herebydelegatedto the
regionaldirectorsto amendsuchcontractssolely for thispurposeprior to renewal.

Thefollowing identifiesconditionsunderwhichtheBureauofReclamation,onbehalfofthe
Secretaryof theInterior, will renewawaterservicecontractorconvertawaterservicecontractto
arepaymentcontract.

Conditions for Conversionfrom a Section9(e) Water ServiceContract to a Section9(d)
RepaymentContract.

Thepresentability to pay mustbe greaterthanzero,or in lieu thereof,awillingnessto
paymaybe considered.

In situationswhereReclamationdeliversirrigationwaterfrom a CorpsofEngineers
project,theremustbe acompletedcostallocation.
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Exceptwhereotherwiseprovidedby statuteandassumingmutualagreementon terms
andconditions,a Section9(e) waterservicecontractmaybe convertedto a Section9(d)
repaymentcontractif theproperlyassignableremainingconstructioncostscanprobably
be repaidto theUnitedStateswithin 40 years. This maybeaccomplishedby enteringan
initial 25:yearrepaymentperiodanda subsequent15-yearrepaymentperiod. At theend
ofthe initial 25-yearrepaymentperiod,thecontractwill besubjectto renegotiationofall
termsandconditionsbasedon policy andlaw in effectat thattime or atermofcontract
basedonthe September11, 1997,“Policy for TermofContract,”memorandummaybe
negotiated.

Wherepowerassistanceis not available,all costsallocatedto irrigationmustbecapable
ofbeingrepaidin atermnot to exceed40 years.

Dependinguponthe contractaction,oneof thefollowing processesshallbe followed.

A. Conversionfrom a Section9(e) WaterServiceContractto a Section9(d)Repayment
Contract with a Concurrent 9(d)Contract- Many contractscomingup for renewalhavewhat
is termedasPartAIPart B provisions. PartA provisionsareobligationspursuantto a
Section9(e) water-servicecontract,andPartB provisionsareobligationspursuantto a
Section9(d), repaymentcontract. Forthesetypesofcontracts,ourpolicy onconversionis as
follows:

1. Deductfrom thetotal costsallocatedto irrigation, credits,payments,andcontributionsthat
havealreadybeenmade.

2. Theremainingamount,i.e., anyunpaidportionofthecostsallocatedto irrigation, is the
total remainingobligation.

3. A currentability-to-paystudywill be performedto determinetheamountavailableto be
paidby thedistrict duringtherepaymentperiodoftheconcurrentSection9(d) contract.At the
endoftheoriginalSection9(d) contract,eitheranewability-to-paystudywill beperformedto
determinetheobligationfor thetermofthecontract,or theamountpaidundertheconcurrent
Section9(d)contractwill beaddedto theability-to-payamount.

4. If thedistrict entersan initial 25-yearcontractwith a subsequent15-yearcontract,the
subsequent15-yearcontractwould be subjectto renegotiationof all termsandconditionsbased
onpolicy andlaw in effectatthattime. Or, atermofcontractbasedonthe September11, 1997,
“Policy for Termof Contract,”memorandummaybe negotiated.Theamountbeyondthe
contractualamountwill bepaidby powerassistance.

5. Five-yearratereviewswill be basedon Reclamationpolicy.
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B. Conversionfrom a Section9(e)Water ServiceContract to a Section9(d) Repayment
Contract - This policy applieswhenthereis no concurrent9(d) contract.

1. Deductfrom thetotalcostsallocatedto irrigation, credits,payments,andcontributionsthat
havealreadybeenmade.

2. Theremainingamount,i.e., anyunpaidportionofthecostsallocatedto irrigation is the
total remainingobligation.

3. A currentability-to-paystudywill be performedto determinetheamountremainingto be
repaidunderanewSection9(d) repaymentcontract.

4. If thedistrict entersan initial 25-yearcontractwith asubsequent15-yearcontract,the
subsequent15-yearcontractwill be subjectto renegotiationofall termsandconditionsbasedon
all lawsan&policiesin effect atthattime. Or, atermofcontractbasedon theSeptember11,
1997,“Policy for TermofContract,”memorandummaybe negotiated.Theamountbeyondthe
contractualamountwill be paidby powerassistance.

5. Five-yearratereviewswill be basedon Reclamationpolicy.

C. Renewalof a Section9(e) WaterServiceContractto a Section9(e) WaterService
Contract- Thissectionappliesto contractsthatwill be renewedasawaterservicecontract.

1. Deductfrom thetotal costsallocatedto irrigation, credits,payments,andcontributionsthat
havealreadybeenmade.

2. Theremainingamount,i.e., any unpaidportionofthecostsallocatedto irrigation, is the
total remainingobligation.

3. Performa currentability-to-paystudyto establishthedistrict’s annualchargesfor the
renewedcontract.(Someareasusecostof serviceto determinethedistrict’s annualcharges.)

4. Perform5-yearratereviewsbasedonReclamationpolicy.

5. Follow theaboveprocessfor subsequentrenewalcontractswith appropriatecreditsto the
allocatedcostsuntil eithertheultimateallocatedcostshavebeenrealizedorconversionfrom a
Section9(e) contractto a Section9(d) contractis effected.

ContractualRequirements

All contractactivities,including thoseundertheAct of 1956,will continueto requireNEPAand
EndangeredSpeciesAct complianceandcostsfor contractactivitieswill continueto bebasedon
the September26, 1997,memorandum,“Policy for CollectingOperationandMaintenanceCosts
Associatedwith theAdministrationof Water-RelatedContractingActivities.”
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Pleaseinsertthis memorandumin SectionII ofyourpolicy book for waterserviceandrepayment
contracting.

You maydirectany questionsto Ms. SandieSimonsat (303)445-2902.

cc: Manager,PortlandOR, Attention: LCA-1000
Manager,YakimaWA, Attention: UCA-1000
Manager,BoiseID, Attention: SRA-1000
Manager,GrandCouleeWA, Attention: GCP-1000
Manager,FolsomCA, Attention: CC-lOG
Manager,FresnoCA, Attention: 5CC-lOG
Manager,ShastaLake CA, Attention: NC-100
Manager,KlamathFalls OR, Attention: KO-l00
Manager,CarsonCity NV, Attention: LO-lOG
Manager,SacramentoCA, Attention: CVO-100
Manager,PhoenixAZ, Attention: PxAO-1000
Manager,YumaAZ, Attention: YAO-1000
Manager,BoulderCity NV, Attention: LCD-bOO
Manager,BoulderCity NV, Attention: BCOO-b000
Manager,TemeculaCA, Attention: SCAO-1000
Manager,AlbuquerqueNM, Attention: ALB-100
Manager,GrandJunctionCO, Attention: WCN-CDeAngelis
Manager,ProvoUT, Attention: PRO-lOG
Manager,FarmingtonNM, Attention: FCO-100
Manager,SaltLakeCity UT, Attention: UC-600
Manager,Billings MT, Attention: MT-lOG
Manager,GrandIslandNE, Attention: NK-AM
Manager,LovelandCO, Attention: EC-bOG
Manager,Mills WY, Attention: WY-lOG
Manager,Austin TX, Attention: TX-lOG
Manager,BismarckND, Attention: DK-100


