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MEMORANDUM Law Department - Council Memo No. 21 

DATE: MARCH 5,2007 

TO: MAYOR AND COUNCIL 
W. MARK PENTZ, CITY MANAGE 

THRU: DAVE SIEGEL, MUNICIPAL 
MICHAEL D. HOUSE, CITY  ATTORNEY^^^ )L\ 

FROM: KAREN BARFOOT, ASSISTANT MUNICIPAL UTILITIES 
DIRECTOR, ENVIRONMENTAL RESOURCES 

@ 
CYNTHIA J. HAGLIN, ASSISTANT CITY ATTORNEYL~ 

SUBJECT: APPROVAL OF: (1) RESOLUTION NO. 4038, AUTHORIZING PAYMENT 
FOR AN ADDITIONAL CAP M&I WATER ALLOCATION AND 
APPROVING AND AUTHORIZING THE MAYOR FOR THE CITY OF 
CHANDLER TO EXECUTE THE SUBCONTRACT AMONG THE UNITED 
STATES, CENTRAL ARIZONA WATER CONSER VATION DISTRICT, AND THE 
CITY OF CHANDLER PROVIDING FOR WATER SERVICE - CENTRAL 
ARIZONA PROJECT AND (2) AUTHORITY TO TRANSFER 
APPROPRIATION IN THE AMOUNT OF $247,000 FROM A 
CONTINGENCY ACCOUNT TO A CAPITAL ACCOUNT TO MAKE 
SUFFICIENT APPROPRIATION AVAILABLE FOR THIS PAYMENT 

RECOMMENDATION: Recommend: (1) approval of Resolution No. 4038, authorizing 
payment for an additional CAP M&I water allocation in an amount not to exceed $3,636,300 and 
approving and authorizing the Mayor on behalf of the City of Chandler to execute the 
Subcontract Among the United States, Central Arizona Water Conservation District, and the City 
of Chandler Providing For Water Service - Central Arizona Project ("Chandler Amended CAP 
Subcontract") and (2) authority to transfer appropriation in the amount of $247,000 from the 
Water Operating Fund Non-Departmental Contingency Account to the Other City Water 
Purchases - Expenditure Account for the CAP Reallocation Project - Water Capital Cost Center 
of the Water Impact Fee Fund to make sufficient appropriation available for this payment. 

BACKGROUND: The purpose of Resolution No. 4038 is to authorize payment to Central 
Arizona Water Conservation District ("CAWCD") of an amount not to exceed $3,636,300 for an 
additional allocation of 4,986 acre-feet of Central Arizona Project Municipal and Industrial 
("CAP M&I") water to Chandler. That reallocation of CAP M&I water was authorized by the 
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Arizona Water Settlements Act, Pub. L. 108-451. That Act also requires that the Department of 
Interior offer amended contracts, including certain amended terms, to all CAP subcontractors. 
This Resolution also approves the Chandler Amended CAP Subcontract which includes these 
amended terms. The Chandler Amended CAP Subcontract also covers delivery, by CAWCD, of 
both Chandler's initial CAP M&I water allocation of 3,668 acre-feet and the additional 
allocation of 4,986 acre-feet. 

DISCUSSION: On December 15, 2005, through Resolution No. 3921, the Chandler City 
Council approved the Gila River Indian Community Amended and Restated Water Rights 
Settlement Agreement ("Settlement Agreement"). This Chandler Amended CAP Subcontract 
will become effective only upon completion of all steps required by the Arizona Water 
Settlements Act before that Settlement Agreement becomes enforceable (the "Enforceability 
Date"). The Act also requires that the Enforceability Date for the Settlement Agreement occur 
on or before December 31, 2007. We expect the Enforceability Date for the Settlement 
Agreement to occur shortly before that deadline. CAWCD and the City of Chandler both want 
the Chandler Amended CAP Subcontract to be fully executed and validated by the court before 
December 3 1, 2007, so that the amended subcontract's 100-year delivery term may begin on 
January 1,2008. 

As a result of the Arizona Water Settlements Act, and the resulting reallocation of CAP water by 
the Department of Interior, Chandler is entitled to an additional allocation of 4,986 acre-feet of 
CAP M&I water. The Chandler Amended CAP Subcontract, at Article 4.2, requires payment of 
past capital charges for any additional CAP M&I water allocation. Chandler wants to pay the 
required past capital charges so that it may use its additional 4,986 acre-feet of CAP M&I water. 
These past capital charges include accrued interest. Therefore, the required payment cannot be 
determined until Chandler is ready to finalize the Subcontract. 

The Chandler Amended CAP Subcontract also requires court validation pursuant to A.R.S. 5 48- 
3731, et. seq. Also, this Subcontract must be executed by CAWCD and the United States before 
it will be effective. This year, numerous other CAP subcontractors will also be submitting their 
amended subcontracts to CAWCD and the United States for execution, and to the court for 
validation. CAP and Chandler staff recommend that this Subcontract be executed now so that 
the court validation may be completed well before the December 31, 2007 Enforceability Date 
deadline and intended January 1,2008 effective date for this Subcontract. 

FINANCIAL IMPLICATIONS: The past capital charges for the Chandler Revised CAP 
Subcontract are estimated to be an amount not to exceed $3,636,300. Since fiscal year 2001- 
2002, funds to pay the past capital charges have been requested in the Capital Improvement 
Program (CIP) WA090 CAP Reallocation Project Water Capital Cost Center, and each year the 
requested funds have been set-aside in a liability account. The amount of money in the liability 
account is $3,389,300. Therefore, a contingency fund transfer appropriation from h d  
605.1290.0000.5911.000000 to 604.3820.0000.5232.7WA090 in the amount of $247,000 is 
needed to ensure appropriation for the total amount is legally available in FY 2006-2007 to allow 
approval of the Subcontract this fiscal year. Payment will actually be made in fiscal year 2007- 
2008. 
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In addition to the past capital charges, each year beginning on the effective date of the 
Subcontract (anticipated to be January 1, 2008), Chandler will pay the annual capital charge 
associated with this new water supply until the CAP is repaid in full in 2043. This on-going 
annual charge is estimated to be $105,000 ($21.00 per acre foot) and has been reflected in the 
CIP since FY 2001-2002. Additional water operating funds are being requested in the FY 2007- 
2008 budget to increase the budget to include this charge. 

PROPOSED MOTION: Move to: (1) approve Resolution No. 4038, authorizing payment for 
an additional CAP M&I allocation in an amount not to exceed $3,636,300 and approving and 
authorizing the Mayor on behalf of the City of Chandler to execute the Subcontract Among the 
United States, Central Arizona Water Conservation District, and the City of Chandler Providing 
For Water Service - Central Arizona Project and (2) authorize the transfer appropriation in the 
amount of $247,000 from the Water Operating Fund Non-Departmental Contingency Account to 
the Other City Water Purchases Expenditure Account for the CAP Reallocation Project in the 
Water Capital Cost Center of the Water Impact Fee Fund to make sufficient appropriation 
available for this payment. 



RESOLUTION NO. 4038 

A RESOLUTION OF THE COUNCIL OF THE CITY OF 
CHANDLER, MARICOPA COUNTY, ARIZONA, APPROVING 
PAYMENT FOR AN ADDITIONAL CAP M&I WATER 
ALLOCATION AND APPROVING AND AUTHORIZING THE 
MAYOR TO EXECUTE THE SUBCONTRACT AMONG THE 
UNITED STATES, CENTRAL ARIZONA WATER 
CONSERVATION DISTRICT, AND THE CITY OF CHANDLER 
PROVIDING FOR WATER SERVICE - CENTRAL ARIZONA 
PROJECT 

WHEREAS, the Arizona Water Settlements Act, section 104(d)(2) requires, in 
part, that all Central Arizona Project ("CAP") subcontracts and all amendments to such 
subcontracts shall: (1) be for permanent service; (2) have an initial term of at least one 
hundred years; (3) conform to certain shortage sharing criteria set forth in the Tohono 
O'Odham settlement agreement; (4) prohibit the transfer, lease, or exchange of CAP 
water for use outside the state, with certain exceptions; and (5) not require that any CAP 
water received in exchange for effluent be deducted from the contractual entitlement of 
the CAP subcontractor; and 

WHEREAS, section 104(b)(l)(k) of the Arizona Water Settlements Act requires 
that the Secretary of Interior ("Secretary") reallocate 4,986 acre-feet of CAP municipal 
and industrial water ("M&I") to the City of Chandler, and the Department of Interior 
ordered this reallocation in its Final Decision of CAP Water Reallocation in Accordance 
with the Arizona Water Settlements Act on August 25, 2006; and 

WHEREAS, the Central Arizona Water Conservation District ("CAWCD") has 
issued an amended subcontract for the City of Chandler which: (1) pursuant to the 
Arizona Water Settlements Act amends certain terms of the Subcontract Among the 
United States, Central Arizona Water Conservation District and the City of Chandler 
Providing for Water Service, dated December 26, 1984; and (2) provides for delivery of 
both Chandler's initial allocation of 3,668 acre-feet of CAP M&I water and the additional 
allocation of 4,986 acre-feet of CAP M&I water; and (3) requires that the City pay 
CAWCD past capital charges and associated interest accrued as to the 4,986 acre-feet of 
additional CAP M&I water that is being allocated to Chandler. 

WHEREAS, it is in the best interest of the City of Chandler (1) to enter this 
Subcontract Among the United States, Central Arizona Water Conservation District, and 
the City of Chandler Providing for Water Service - Central Arizona Project; and (2) to 
pay CAWCD an amount not to exceed $3,636,300 as required by the Amended CAP 
M&I Subcontract for past capital charges and associated interest CAWCD has accrued as 
to the additional allocation of 4,986 acre-feet of CAP M&I water. 

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of 
Chandler, as follows: 
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Section 1. The City Council hereby approves the Subcontract Among the United 
States, Central Arizona Water Conservation District, and the City of Chandler Providing 
for Water Service - Central Arizona Project. 

Section 2. That the Mayor of the City of Chandler is hereby authorized on behalf 
of the City to execute the Subcontract Among the United States, Central Arizona Water 
Conservation District, and the City of Chandler Providing for Water Service - Central 
Arizona Project. 

Section 3. That the payment to CAWCD of an amount not to exceed $3,636,300 
is authorized for past capital charges and associated interest CAWCD has accrued as to 
the additional allocation of 4,986 acre-feet of CAP M&I water as required by the 
Subcontract Among the United States, Central Arizona Water Conservation District, and 
the City of Chandler Providing for Water Service - Central Arizona Project. 

Section 4. That the various City officers and employees be and they hereby are 
authorized and directed to perform all acts necessary to give effect to this Resolution. 

APPROVED, PASSED AND ADOPTED by the City Council of the City of 
Chandler, Arizona, this day of ,2007. 

ATTEST: 

CITY CLERK MAYOR 

APPROVED AS TO FORM: 

/&% 14 
CITY ATTORNEY 

CERTIFICATION 

I HEREBY CERTIFY that the above and foregoing Resolution No. 4038 was 
duly passed and adopted by the City Council of the City of Chandler, Arizona, at a 
regular meeting held on the day of , 2007, and that a quorum 
was present thereat. 

CITY CLERK 



UNITED STATES 
DEPARTMENT OF THE INTERIOR 

BUREAU OF RECLAMATION 

SUBCONTRACT AMONG THE UNITED STATES, 
THE CENTRAL ARIZONA WATER CONSERVATION DISTRICT, 

AND THE CITY OF CHANDLER 
PROVIDING FOR WATER SERVICE 

CENTRAL ARIZONA PROJECT 

1. PREAMBLE: 

THIS SUBCONTRACT, made this day of ,200-, 

in pursuance generally of the Act of June 17, 1902 (32 Stat. 388), and acts amendatory 

thereof or supplementary thereto, including but not limited to the Boulder Canyon Project 

Act of December 21, 1928 (45 Stat. 1057), as amended, the Reclamation Project Act of 

August 4, 1939 (53 Stat. 1187), as amended, the Reclamation Reform Act of October 

12, 1982 (96 Stat. 1263), and particularly the Colorado River Basin Project Act of 

September 30, 1968 (82 Stat. 885), as amended, and the Arizona Water Settlements Act 

(118 Stat. 3478), all collectively hereinafter referred to as the "Federal Reclamation 

Laws," among the UNITED STATES OF AMERICA, hereinafter referred to as the 

"United States" acting through the Secretary of the Interior, the CENTRAL ARIZONA 

WATER CONSERVATION DISTRICT, hereinafter referred to as the "Contractor," a 

water conservation district organized under the laws of Arizona, with its principal place of 

business in Phoenix, Arizona, and the CITY OF CHANDLER, hereinafter referred to as 

the "Subcontractor," with its principal place of business in Chandler, Arizona; 



WITNESSETH, THAT: 

2. EXPLANATORY RECITALS: 

WHEREAS, the Colorado River Basin Project Act provides, among other 

things, that for the purposes of furnishing irrigation and municipal and industrial water 

supplies to water deficient areas of Arizona and western New Mexico through direct 

diversion or exchange of water, control of floods, conservation and development of fish 

and wildlife resources, enhancement of recreation opportunities, and for other purposes, 

the Secretary of the lnterior shall construct, operate, and maintain the Central Arizona 

Project; and 

WHEREAS, pursuant to the provisions of Arizona Revised Statutes §§ 48- 

3701, et seq., the Contractor has been organized with the power to enter into a contract 

or contracts with the Secretary of the lnterior to accomplish the purposes of Arizona 

Revised Statutes, §§ 48-3701, et seq.; and 

WHEREAS, pursuant to Section 304(b)(l) of the Colorado River Basin 

Project Act, the Secretary of the lnterior has determined that it is necessary to effect 

repayment of the cost of constructing the Central Arizona Project pursuant to a master 

contract and that the United States, together with the Contractor, shall be a party to 

contracts that are in conformity with and subsidiary to the master contract; and 

\ 

WHEREAS, the United States and the Contractor entered into Contract 

No. 14-06-W-245, Amendment No. 1, dated December 1, 1988, hereinafter referred to 

as the "Repayment Contract," a copy of which is attached hereto as Exhibit " A  and by 

this reference made a part hereof, whereby the Contractor agrees to repay to the United 

States the reimbursable costs of the Central Arizona Project allocated to the Contractor; 

and 

WHEREAS, the Subcontractor is in need of a water supply and desires to 

subcontract with the United States and the Contractor for water service from water 

supplies available under the Central Arizona Project; and 



WHEREAS, upon completion of the Central Arizona Project, water shall be 

available for delivery to the Subcontractor; 

NOW THEREFORE, in consideration of the mutual and dependent 

covenants herein contained, it is agreed as follows: 

3. DEFINITIONS: 

Definitions included in the Repayment Contract are applicable to this 

subcontract; provided, however, that the terms "Agricultural Water" or "Irrigation Water" 

shall mean water used for the purposes defined in the Repayment Contract on tracts of 

land operated in units of more than 5 acres. The first letters of terms so defined are 

capitalized herein. As heretofore indicated, a copy of the Repayment Contract is 

attached as Exhibit "A." In addition, the following definitions shall apply to this 

subcontract: 

(a) "Available CAP Supply" shall mean for any given Year all Fourth 

Priority Water available for delivery through the Central Arizona Project, water available 

from CAP dams and reservoirs other than Modified Roosevelt Dam, and return flows 

captured by the Secretary for CAP use. 

(b) "Fourth Priority Water" shall mean Colorado River water available 

for delivery within the State of Arizona for satisfaction of entitlements: (1) pursuant to 

contracts, Secretarial reservations, perfected rights, and other arrangements between 

the United States and water users in the State entered into or established subsequent to 

September 30, 1968, for use on Federal, State, or privately owned lands in the State (for 

a total quantity not to exceed 164,652 acre-feet of diversions annually); and (2), after 

first providing for the delivery of water under 43 U.S.C. §1524(e), pursuant to the 

Repayment Contract for the delivery of Colorado River water for the CAP including use 

of Colorado River water on Indian lands. 



1 

2 

3  

4 

4. DELIVERY OF WATER: 

4.1 Obligations of the United States. Subject to the terms, conditions, 

and provisions set forth herein and in the Repayment Contract, during such periods as it 

operates and maintains the Project Works, the United States shall deliver Project Water 
5 

6 

7 

8 

for M&l use by the Subcontractor. The United States shall use all reasonable diligence 

to make available to the Subcontractor the quantity of Project Water specified in the 

schedule submitted by the Subcontractor in accordance with Article 4.4. After transfer of 

OM&R to the Operating Agency, the United States shall make deliveries of Project Water 
9 

lo 

to the Operating Agency which shall make subsequent delivery to the Subcontractor as 

provided herein. 
11 

12 

l 5  1 Act, 118 Stat. 3478; and (iii) the date on which the Subcontractor has paid or provided 

4.2 Term of Subcontract. This subcontract shall become effective upon 

the later of: (i) the date on which it is confirmed as provided for in Article 6.12; (ii) the 
13 

l4 

l 6  1 for payment of past M&l water service capital charges as required by the Contractor. 

date on which the Secretary of the Interior publishes in the Federal Register the 

statement of findings described in section 207(c)(l) of the Arizona Water Settlements 

This subcontract shall be for permanent service as that term is used in Section 5 of the 

Boulder Canyon Project Act of 1928, 43 U.S.C. 561 7d. Project Water shall be delivered 

under the terms of this subcontract for a period of 100 years beginning January 1 of the 

Year following that in which the subcontract becomes effective; provided, that this 

subcontract may be renewed upon written request by the Subcontractor upon terms and 

conditions of renewal to be agreed upon not later than 1 year prior to the expiration of 

this subcontract; and provided, further, that such terms and conditions shall be 

consistent with Article 9.9 of the Repayment Contract. 

* * * *  



4.3 Conditions Relating to Deliverv and Use. Delivery and use of water 

under this subcontract is conditioned on the following, and the Subcontractor hereby 

agrees that: 

(a) All uses of Project Water and Return Flow shall be consistent 

with Arizona water law unless such law is inconsistent with the Congressional directives 

applicable to the Central Arizona Project. 

(b) The system or systems through which water for Agricultural, 

M&l (including underground storage), and Miscellaneous purposes is conveyed after 

delivery to the Subcontractor shall consist of pipelines, canals, distribution systems, or 

other conduits provided and maintained with linings adequate in the Contracting Officer's 

judgment to prevent excessive conveyance losses. 

(c) The Subcontractor shall not pump, or within its legal 

authority, permit others to pump ground water from within the exterior boundaries of the 

Subcontractor's service area, which has been delineated on a map filed with the Con- 

tractor and approved by the Contractor and the Contracting Officer, for use outside of 

said service area unless such pumping is permitted under Title 45, Chapter 2, Arizona 

Revised Statutes, as it may be amended from time to time, and the Contracting Officer, 

the Contractor, and the Subcontractor shall agree, or shall have previously agreed, that 

a surplus of ground water exists and drainage is or was required; provided, however, 

that such pumping may be approved by the Contracting Officer and the Contractor, and 

approval shall not be unreasonably withheld, if such pumping is in accord with the Basin 

Project Act and upon submittal by the Subcontractor of a written certification from the 

Arizona Department of Water Resources or its successor agency that the pumping and 

transportation of ground water is in accord with Title 45, Chapter 2, Arizona Revised 

Statutes, as it may be amended from time to time. 



(d) The Subcontractor shall not sell, lease, exchange, forbear or 

otherwise transfer Project Water; provided, however, that this does not prohibit 

exchanges of Project Water within the State of Arizona covered by separate 

agreements; and provided, further, that this does not prohibit effluent exchanges with 

Indian tribes pursuant to Article 6.2; and provided, further, that this does not prohibit the 

resale or exchange of Project Water within the State of Arizona pursuant to Subarticle 

4.3(e). 

(e)(i) Project Water scheduled for delivery in any Year under this 

subcontract may be used by the Subcontractor or resold, or exchanged by the 

Subcontractor pursuant to appropriate agreements approved by the Contracting Officer 

and the Contractor. If said water is resold or exchanged by the Subcontractor for an 

amount in excess of that which the Subcontractor is obligated to pay under this 

subcontract, the excess amount shall be paid forthwith by the Subcontractor to the 

Contractor for application against the Contractor's Repayment Obligation to the United 

States; provided, however, that the Subcontractor shall be entitled to recover actual 

costs of transportation, treatment, and distribution, including but not limited to capital 

costs and OM&R costs. 

(i i) Project Water scheduled for delivery in any Year under 

this subcontract that cannot be used, resold, or exchanged by the Subcontractor may be 

made available by the Contracting Officer and Contractor to other users. If such Project 

Water is sold to or exchanged with other users, the Subcontractor shall be relieved of its 

payments hereunder only to the extent of the amount paid to the Contractor by such 

other users, but not to exceed the amount the Subcontractor is obligated to pay under 

this subcontract for said water. 

(i i i) In the event the Subcontractor or the Contracting 

Officer and the Contractor are unable to sell any portion of the Subcontractor's Project 



Water scheduled for delivery and not required by the Subcontractor, the Subcontractor 

shall be relieved of the pumping energy portion of the OM&R charges associated with 

the undelivered water as determined by the Contractor. 

(0 Notwithstanding any other provision of this subcontract, 

Project Water shall not be delivered to the Subcontractor unless and until the 

Subcontractor has obtained final environmental clearance from the United States for the 

system or systems through which Project Water is to be conveyed after delivery to the 

Subcontractor at the Subcontractor's Project turnout(s). Such system(s) shall include all 

pipelines, canals, distribution systems, treatment, storage, and other facilities through or 

in which Project Water is conveyed, stored, or treated after delivery to the Subcontractor 

at the Subcontractor's Project turnout(s). In each instance, final environmental 

clearance will be based upon a review by the United States of the Subcontractor's plans 

for taking and using Project Water and will be given or withheld by the United States in 

accordance with the Final Environmental Impact Statement -- Water Allocations and 

Water Service Contractinq (FES 82-7, filed March 19, 1982) and the National 

Environmental Policy Act of 1969 (83 Stat. 852). Any additional action(s) required on 

behalf of the Subcontractor in order to obtain final environmental clearance from the 

United States will be identified to the Subcontractor by the United States, and no Project 

Water shall be delivered to the Subcontractor unless and until the Subcontractor has 

completed all such action(s) to the satisfaction of the United States. 

4.4 Procedure for Ordering Water. 

(a) At least 15 months prior to the date the Secretary expects to 

issue the Notice of Completion of the Water Supply System, or as soon thereafter as is 

practicable, the Contracting Officer shall announce by written notice to the Contractor the 

amount of Project Water available for delivery during the Year in which said Notice of 

Completion is issued (initial Year of water delivery) and during the following Year. Within 



30 days of receiving such notice, the Contractor shall issue a notice of availability of 

Project Water to the Subcontractor. The Subcontractor shall, within a reasonable period 

of time as determined by the Contractor, submit a written schedule to the Contractor and 

the Contracting Officer showing the quantity of water desired by the Subcontractor 

during each month of said initial Year and the following Year. The Contractor shall notify 

the Subcontractor by written notice of the Contractor's action on the requested schedule 

within 2 months of the date of receipt of such request. 

(b) The amounts, times, and rates of delivery of Project Water to 

the Subcontractor during each Year subsequent to the Year following said initial Year of 

water delivery shall be in accordance with a water delivery schedule for that Year. Such 

schedule shall be determined in the following manner: 

(i) On or before June 1 of each Year beginning with the 

Year following the initial Year of water delivery pursuant to this subcontract, the 

Contracting Officer shall announce the amount of Project Water available for delivery 

during the following Year in a written notice to the Contractor. In arriving at this 

determination, the Contracting Officer, subject to the provisions of the Repayment 

Contract, shall use his best efforts to maximize the availability and delivery of Arizona's 

full entitlement of Colorado River water over the term of this subcontract. Within 30 days 

of receiving said notice, the Contractor shall issue a notice of availability of Project Water 

to the Subcontractor. 

(ii) On or before October 1 of each Year beginning with 

the Year following said initial Year of water delivery, the Subcontractor shall submit in 

writing to the Contractor and the Contracting Officer a water delivery schedule indicating 

the amounts of Project Water desired by the Subcontractor during each month of the 

following Year along with a preliminary estimate of Project Water desired for the 

succeeding 2 years. 



(i i i) Upon receipt of the schedule, the Contractor and the 

Contracting Officer shall review it and, after consultation with the Subcontractor, shall 

make only such modifications to the schedule as are necessary to ensure that the 

amounts, times, and rates of delivery to the Subcontractor are consistent with the 

delivery capability of the Project, considering, among other things, the availability of 

water and the delivery schedules of all subcontractors; provided, that this provision shall 

not be construed to reduce annual deliveries to the Subcontractor. 

(iv) On or before November 15 of each Year beginning 

with the Year following said initial Year of water delivery, the Contractor shall determine 

and furnish to the Subcontractor and the Contracting Officer the water delivery schedule 

for the following Year which shall show the amount of water to be delivered to the 

Subcontractor during each month of that Year, contingent upon the Subcontractor 

remaining eligible to receive water under all terms contained herein. 

(c) The monthly water delivery schedules may be amended upon 

the Subcontractor's written request to the Contractor. Proposed amendments shall be 

submitted by the Subcontractor to the Contractor no later than 15 days before the 

desired change is to become effective, and shall be subject to review and modification in 

like manner as the schedule. The Contractor shall notify the Subcontractor and the 

Contracting Officer of its action on the Subcontractor's requested schedule modification 

within 10 days of the Contractor's receipt of such request. 

(d) The Contractor and the Subcontractor shall hold the United 

States, its officers, agents, and employees, harmless on account of damage or claim of 

damage of any nature whatsoever arising out of or connected with the actions of the 

Contractor regarding water delivery schedules furnished to the Subcontractor. 

(e) In no event shall the Contracting Officer or the Contractor be 

required to deliver to the Subcontractor from the Water Supply System in any one month 



a total amount of Project Water greater than eleven percent ( I  1 %) of the Subcontractor's 

maximum entitlement; provided, however, that the Contracting Officer may deliver a 

greater percentage in any month if such increased delivery is compatible with the overall 

delivery of Project Water to other subcontractors as determined by the Contracting 

Officer and the Contractor and if the Subcontractor agrees to accept such increased 

deliveries. 

4.5 Points of Delivery--Measurement and Responsibility for Distribution 

of Water. 

(a) The water to be furnished to the Subcontractor pursuant to 

this subcontract shall be delivered at turnouts to be constructed by the United States at 

such point(s) on the Water Supply System as may be agreed upon in writing by the 

Contracting Officer and the Contractor, after consultation with the Subcontractor. 

(b) Unless the United States and the Subcontractor agree by 

contract to the contrary, the Subcontractor shall construct and install, at its sole cost and 

expense, connection facilities required to take and convey the water from the turnouts to 

the Subcontractor's service area. The Subcontractor shall furnish, for approval of the 

Contracting Officer, drawings showing the construction to be performed by the 

Subcontractor within the Water Supply System right-of-way 6 months before starting said 

construction. The facilities may be installed, operated, and maintained on the Water 

Supply System right-of-way subject to such reasonable restrictions and regulations as to 

type, location, method of installation, operation, and maintenance as may be prescribed 

by the Contracting Officer. 

(c) All water delivered from the Water Supply System shall be 

measured with equipment furnished and installed by the United States and operated and 

maintained by the United States or the Operating Agency. Upon the request of the 

Subcontractor or the Contractor, the accuracy of such measurements shall be 



investigated by the Contracting Officer or the Operating Agency, Contractor, and 

Subcontractor, and any errors which may be mutually determined to have occurred 

therein shall be adjusted; provided, that in the event the parties cannot agree on the 

required adjustment, the Contracting Officer's determination shall be conclusive. 

(d) Neither the United States, the Contractor, nor the Operating 

Agency shall be responsible for the control, carriage, handling, use, disposal, or 

distribution of Project Water beyond the delivery point(s) agreed to pursuant to Sub- 

article 4.5(a). The Subcontractor shall hold the United States, the contractor, and the 

Operating Agency harmless on account of damage or claim of damage of any nature 

whatsoever for which there is legal responsibility, including property damage, personal 

injury, or death arising out of or connected with the Subcontractor's control, carriage, 

handling, use, disposal, or distribution of such water beyond said delivery point(s). 

4.6 Temporaw Reductions. In addition to the right of the United States 

under Subarticle 8.3(a)(iv) of the Repayment Contract temporarily to discontinue or 

reduce the amount of water to be delivered, the United States or the Operating Agency 

may, after consultation with the Contractor, temporarily discontinue or reduce the 

quantity of water to be furnished to the Subcontractor as herein provided for the 

purposes of investigation, inspection, maintenance, repair, or replacement of any of the 

Project facilities or any part thereof necessary for the furnishing of water to the 

Subcontractor, but so far as feasible the United States or the Operating Agency shall 

coordinate any such discontinuance or reduction with the Subcontractor and shall give 

the Subcontractor due notice in advance of such temporary discontinuance or reduction, 

except in case of emergency, in which case no notice need be given. Neither the United 

States, its officers, agents, and employees, nor the Operating Agency, its officers, 

agents, and employees, shall be liable for damages when, for any reason whatsoever, 

any such temporary discontinuance or reduction in delivery of water occurs. If any such 



discontinuance or temporary reduction results in deliveries to the Subcontractor of less 

water than what has been paid for in advance, the Subcontractor shall be entitled to be 

reimbursed for the appropriate proportion of such advance payments prior to the date of 

the Subcontractor's next payment of water service charges or the Subcontractor may be 

given credit toward the next payment of water charges if the Subcontractor should so 

desire. 
4.7 Priority in Case of Shortage. On or before June 1 of each Year, 

the Secretary shall announce the Available CAP Supply for the following Year in a 

written notice to the Contractor. 

(a) Prior to January I ,  2044, a time of shortage shall exist in any 

Year in which the Available CAP Supply for that Year is insufficient to satisfy all of the 

entitlements set forth in subparagraphs (i) through (iii) below: 

(i) Three hundred forty-three thousand seventy-nine 

(343,079) acre-feet of CAP Indian Priority Water; 

(ii) Six hundred thirty-eight thousand eight hundred 

twenty-three (638,823) acre-feet of CAP M&l Priority 

Water; and 

(iii) Up to one hundred eighteen (118) acre-feet of CAP 

M&l Priority Water converted from CAP NIA Priority 

Water under the San Tan Irrigation District's CAP 

Subcontract. 

(b) On or after January I, 2044, a time of shortage shall exist in 

any Year in which the Available CAP Supply for that Year is insufficient to satisfy all of 

the entitlements as set forth in subparagraphs (i) through (iv) below: 
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(i) Three hundred forty-three thousand seventy-nine 

(343,079) acre-feet of CAP Indian Priority Water; 

(ii) Six hundred thirty-eight thousand eight hundred 

twenty-three (638,823) acre-feet of CAP M&l Priority 

Water; 

(iii) Up to forty-seven thousand three hundred three 

(47,303) acre-feet of CAP M&l Priority Water 

converted from CAP NIA Priority Water pursuant to the 

Hohokam Agreement; and 

(iv) Up to one hundred eighteen (118) acre-feet of CAP 

M&l Priority Water converted from CAP NIA Priority 

Water under the San Tan Irrigation District's CAP 

Subcontract. 

(c) Initial distribution of water in time of shortage. 

(i) If the Available CAP Supply is equal to or less than 

eight hundred fifty-three thousand seventy-nine 

(853,079) acre-feet, then 36.37518% of the Available 

CAP Supply shall be available for delivery as CAP 

Indian Priority Water and the remainder shall be 

available for delivery as CAP M&l Priority Water 

(ii) If the Available CAP Supply is greater than eight 

hundred fifty-three thousand seventy-nine (853,079) 

acre-feet, then the quantity of water available for 



delivery as CAP lndian Priority Water shall be 

determined in accordance with the following equation 

and the remainder shall be available for delivery as 

CAP M&l Priority Water: 

I = {[32,770 + (E - 853,079)] x W) + (343,079 - {[32,770 + (E - 853,079)] x E)) 

where 

I = the quantity of water available for delivery as CAP lndian 

Priority Water 

E = the sum of the entitlements to CAP lndian Priority Water and 

CAP M&l Priority Water as described in subparagraphs 4.7(a) or (b), 

whichever is applicable; and 

W = the Available CAP Supply 

Example A. If, before January 1, 2044, the sum of the entitlements to CAP 

lndian Priority Water and CAP M&l Priority Water as described in 

subparagraph 4.7(a) is nine hundred eighty-one thousand nine hundred 

two (343,079 + 638,823 + 0) acre-feet, then the quantity of water available 

for delivery as CAP lndian Priority Water would be ninety-three thousand 

three hundred three (93,303) acre-feet plus 25.43800% of the Available 

CAP Supply. 



Example B. If, after January 1, 2044, the sum of the entitlements to CAP 

lndian Priority Water and CAP M&l Priority Water as described in 

subparagraph 4.7(b) is one million twenty-nine thousand three hundred 

twenty-three (1,029,323) acre-feet (343,079 + 638,823 + 47,303 + 1 1 8), 

then the quantity of water available for delivery as CAP lndian Priority 

Water would be one hundred fifty-one thousand six hundred ninety-one 

(1 51,691) acre-feet plus 18.59354% of the Available CAP Supply. 

(d) In time of shortage unscheduled CAP Water shall be 

redistributed as follows: 

(i) Any water available for delivery as CAP lndian Priority 

Water that is not scheduled for delivery pursuant to 

contracts, leases or exchange agreements for the 

delivery of CAP lndian Priority Water shall become 

available for delivery as CAP M&l Priority Water. 

(ii) CAP M&l Priority Water shall be distributed among 

those entities with contracts for the delivery of CAP 

M&l Priority Water in a manner determined by the 

Secretary and the CAP Operating Agency in 

consultation with M&l water users to fulfill all delivery 

requests to the greatest extent possible. Any water 

available for delivery as CAP M&l Priority Water that is 

not scheduled for delivery pursuant to contracts, 

leases or exchange agreements for the delivery of 
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CAP M&l Priority Water shall become available for 

delivery as CAP lndian Priority Water. 

(e) Any water remaining after all requests for delivery of CAP 

Indian Priority Water and CAP M&l Priority Water have been satisfied shall become 

available for delivery as CAP NIA Priority Water. 

(f) Nothing in this paragraph 4.7 shall be construed to allow or 

authorize any CAP Contractor or CAP Subcontractor to receive, pursuant to such 

contracts, CAP water in amounts greater than such contractor's entitlement. 

4.8 Secretarial Control of Return Flow. 

(a) The Secretary reserves the right to capture all Return Flow 

flowing from the exterior boundaries of the Contractor's Service Area as a source of 

supply and for distribution to and use of the Central Arizona Project to the fullest extent 

practicable. The Secretary also reserves the right to capture for Project use Return Flow 

which originates or results from water contracted for from the Central Arizona Project 

within the boundaries of the Contractor's Service Area if, in his judgment, such Return 

Flow is not being put to a beneficial use. The Subcontractor may recapture and reuse or 

sell its Return Flow; provided, however, that such Return Flow may not be sold for use 

outside Maricopa, Pinal, and Pima Counties; and provided, further, that this does not 

prohibit effluent exchanges with lndian tribes pursuant to Article 6.2. The Subcontractor 

shall, at least 60 days in advance of any proposed sale of such water, furnish the 

following information in writing to the Contracting Officer and the Contractor: 

* * * * 

* * * * 



(i) The name and address of the prospective buyer. 

(ii) The location and proposed use of the Return Flow. 

(iii) The price to be charged for the Return Flow. 

(b) The price charged for the Return Flow may cover the cost 

incurred by the Subcontractor for Project Water plus the cost required to make the 

Return Flow usable. If the price received for the Return Flow is greater than the costs 

incurred by the Subcontractor, as described above, the excess amount shall be forthwith 

returned by the Subcontractor to the Contractor for application against the Contractor's 

Repayment Obligation to the United States. Costs required to make Return Flow usable 

shall include but not be limited to capital costs and OM&R costs including transportation, 

treatment, and distribution, and the portion thereof that may be retained by the Subcon- 

tractor shall be subject to the advance approval of the Contractor and the Contracting 

Officer. 

(c) Any Return Flow captured by the United States and 

determined by the Contracting Officer and the Contractor to be suitable and available for 

use by the Subcontractor may be delivered by the United States or Operating Agency to 

the Subcontractor as a part of the water supply for which the Subcontractor subcontracts 

hereunder and such water shall be accounted and paid for pursuant to the provisions 

hereof. 

(d) All capture, recapture, use, reuse, and sale of Return Flow 

under this article shall be in accord with Arizona water law unless such law is 

inconsistent with the Congressional directives applicable to the Central Arizona Project. 



I 4.9 Water and Air Pollution Control. The Subcontractor, in carrying out 

this subcontract, shall comply with all applicable water and air pollution laws and 

regulations of the United States and the State of Arizona and shall obtain all required 

permits or licenses from the appropriate Federal, State, or local authorities. 

4.10 Qualitv of Water. The operation and maintenance of Project 

facilities shall be performed in such manner as is practicable to maintain the quality of 

water made available through such facilities at the highest level reasonably attainable as 

determined by the Contracting Officer. Neither the United States, the Contractor, nor the 

Operating Agency warrants the quality of water and is under no obligation to construct or 

furnish water treatment facilities to maintain or better the quality of water. The 

Subcontractor waives its right to make a claim against the United States, the Operating 

Agency, the Contractor, or another subcontractor because of changes in water quality 

caused by the commingling of Project Water with other water. 

4.1 1 Exchange Water. 

(a) Where the Contracting Officer determines the Subcontractor 

is physically able to receive Colorado River mainstream water in exchange for or in 

replacement of existing supplies of water from surface sources other than the Colorado 

River, the Contracting Officer may require that the Subcontractor accept said 

mainstream water in exchange for or in replacement of said existing supplies pursuant to 

the provisions of Section 304(d) of the Basin Project Act; provided, however, that a sub- 

contractor on the Project aqueduct shall not be required to enter into exchanges in which 

existing supplies of water from surface sources are diverted for use by other 

subcontractors downstream on the Project aqueduct. 



(b) If, in the event of shortages, the Subcontractor has yielded 

water from other surface water sources in exchange for Colorado River mainstream 

water supplied by the Contractor or the Operating Agency, the Subcontractor shall have 

first priority against other users supplied with Project Water that have not yielded water 

from other surface water sources but only in quantities adequate to replace the water so 

yielded. 

4.12 Entitlement to Proiect M&l Water. 

(a) The Subcontractor is entitled to take a maximum of 

8,654 acre-feet of Project Water for M&l uses including but not limited to underground 

storage. 

(b) If at any time during the term of this subcontract there is 

available for allocation additional M&l Project Water, or Agricultural Water converted to 

M&l use, it shall be delivered to the Subcontractor at the same water service charge per 

acre-foot and with the same priority as other M&l Water, upon execution or amendment 

of an appropriate subcontract among the United States, the Contractor, and the 

Subcontractor and payment of an amount equal to the acre-foot charges previously paid 

by other subcontractors pursuant to Article 5.2 hereof plus interest. In the case of 

Agricultural Water conversions, the payment shall be reduced by all previous payments 

of agricultural capital charges for each acre-foot of water converted. The interest due 

shall be calculated for the period between issuance of the Notice of Completion of the 

Water Supply System and execution or amendment of the subcontract using the 

weighted interest rate received by the Contractor on all investments during that period. 



4.13 Deliverv of Proiect Water Prior to Completion of Proiect Works. 

Prior to the date of issuance of the Notice of Completion of the Water Supply System by 

I 
the Secretary, water may be made available for delivery by the Secretary on a "when 

~ 
available1' basis at a water rate and other terms to be determined by the Secretary after 

consultation with the Contractor. 

5. PAYMENTS: 

5.1 Water Service Charges for Payment of Operation, Maintenance, and 

Replacement Costs. Subject to the provisions of Article 5.4 hereof, the Subcontractor 

shall pay in advance for Project OM&R costs estimated to be incurred by the United 

States or the Operating Agency. At least 15 months prior to first delivery of Project 

Water, or as soon thereafter as is practicable, the Contractor shall furnish the 

Subcontractor with an estimate of the Subcontractor's share of OM&R costs to the end 

of the initial Year of water delivery and an estimate of such costs for the following Year. 

Within a reasonable time of the receipt of said estimates, as determined by the 

Contractor, but prior to the delivery of water, the Subcontractor shall advance to the Con- 

tractor its share of such estimated costs to the end of the initial month of water delivery 

and without further notice or demand shall on or before the first day of each succeeding 

month of the initial Year of water delivery and the following Year advance to the 

Contractor in equal monthly installments the Subcontractor's share of such estimated 

costs. ~dvances of monthly payments for each subsequent Year shall be made by the 

Subcontractor to the Contractor on the basis of annual estimates to be furnished by the 

Contractor on or before June 1 preceding each said subsequent Year and the advances 

of payments for said estimated costs shall be due and payable in equal monthly 



1 1  between actual OM&R costs and estimated OM&R costs shall be determined by the 

1 

( 1  Contractor and shall be adjusted in the next succeeding annual estimates; provided, 

payments on or before the first day of each month of the subsequent Year. Differences 

however, that if in the opinion of the Contractor the amount of any annual OM&R 
5 !I 

I1 costs by written notice thereof to the Subcontractor, and the Subcontractor shall forthwith 

6 
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I1 increase its remaining monthly payments in such Year to the Contractor by the amount 

estimate is likely to be insufficient to cover the above-mentioned costs during such 

period, the Contractor may increase the annual estimate of the Subcontractor's OM&R 

lo / I  necessary to cover the insufficiency. All estimates of OM&R costs shall be accompanied 

by data and computations relied on by the Contractor in determining the amounts of the 

estimated OM&R costs and shall be subject to joint review by the Subcontractor and the 

Contractor. 

5.2 M&l Water Service Charges. 

l 7  / I  to the OM&R payments required in Article 5.1 hereof, the Subcontractor shall, in advance 

16 

l8 1 1  of the delivery of Project M&l Water by the United States or the Operating Agency, make 

(a) Subject to the provisions of Article 5.4 hereof and in addition 

payment to the Contractor in equal semiannual installments of an M&l Water service 

capital charge based on a maximum entitlement of 8,654 acre-feet per year multiplied by 

I ( the rate established by the Contractor for that year. 
22 

23 I1 (b) The M&l Water service capital charge may be adjusted 

24 1 1  periodically by the Contractor as a result of repayment determinations provided for in the 

25 I1 Repayment Contract and to reflect all sources of revenue, but said charge per acre-foot 

26 1 shall not be greater than the amount required to amortize Project capital costs allocated 



to the M&l function and determined by the Contracting Officer to be a part of the 

Contractor's Repayment Obligation. Such amortization shall include interest at 3.342 

percent per annum. If any adjustment is made in the M&l Water service capital charge, 

notice thereof shall be given by the Contractor to the United States and to the 

Subcontractor on or before June 1 of the Year preceding the Year the adjusted charge 

becomes effective. The M&l Water service capital charge payment for the initial Year 

shall be advanced to the Contractor in equal semiannual installments on or before 

December 1 preceding the initial Year and June 1 of said initial Year; provided, however, 

that the payment of the initial M&l Water service capital charge shall not be due until the 

Year in which Project Water is available to the Subcontractor after Notice of Completion 

of the Water Supply System is issued. Thereafter, for each subsequent Year, payments 

by the Subcontractor in accordance with the foregoing provisions shall be made in equal 

semiannual installments on or before the December 1 preceding said subsequent Year 

and the June 1 of said subsequent Year as may be specified by the Contractor in written 

notices to the Subcontractor. 

(c) Payment of all M&l Water service capital and corresponding 

OM&R charges becoming due hereunder prior to or on the dates stipulated in Articles 

5.1 and 5.2 is a condition precedent to receiving M&l Water under this subcontract. 

(d) All payments to be made to the Contractor or the United 

States under Articles 5.1 and 5.2 hereof shall be made by the Subcontractor as such 

payments fall due from revenues legally available to the Subcontractor for such payment 

from the sale of water to its water users and from any and all other sources which might 

be legally available; Provided, That no portion of the general taxing authority of the 
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Subcontractor, nor its general funds, nor funds from ad valorem taxes are obligated by 

the provisions of this subcontract, nor shall such sources be liable for the payments, 

contributions, and other costs pursuant to this subcontract, or to satisfy any obligation 

hereunder unless duly and lawfully allocated and budgeted for such purpose by the 

Subcontractor for the applicable budget year; and Provided, further, That no portion of 

this agreement shall ever be construed to create an obligation superior in lien to or on a 

parity with the Subcontractor's revenue bonds now or hereafter issued. The 

Subcontractor shall levy and impose such necessary water service charges and rates 

and use all the authority and resources available to it to collect all such necessary water 

service charges and rates in order that the Subcontractor may meet its obligations 

hereunder and make in full all payments required under this subcontract on or before the 

date such payments become due. 

5.3 Loss of Entitlement. The Subcontractor shall have no right to 

delivery of water from Project facilities during any period in which the Subcontractor may 

be in arrears in the payment of any charges due the Contractor. The Contractor may sell 

to another entity any water determined to be available under the Subcontractor's 

entitlement for which payment is in arrears; provided, however, that the Subcontractor 

may regain the right to use any unsold portion of the water determined to be available 

under the original entitlement upon payment of all delinquent charges plus any 

difference between the subcontractual obligation and the price received in the sale of the 

water by the Contractor and payment of charges for the current period. 

5.4 Refusal to Accept Delivery. In the event the Subcontractor fails or 

refuses in any Year to accept delivery of the quantity of water available for delivery to 



and required to be accepted by it pursuant to this subcontract, or in the event the 

Subcontractor in any Year fails to submit a schedule for delivery as provided in Article 

4.4 hereof, said failure or refusal shall not relieve the Subcontractor of its obligation to 

1 1  make the payments required in this subcontract. 

5.5 Charge for Late Pavments. The Subcontractor shall pay a late I 
1 1  payment charge on installments or charges that are received after the due date. The 

i l  late payment charge percentage rate calculated by the Department of the Treasury and 

1 1  published quarterly in the Federal Register shall be used; provided, that the late 

lo 1 1  payment charge percentage rate shall not be less than 0.5 percent per month. The late I 
payment charge percentage rate applied on an overdue payment shall remain in effect 

until payment is received. The late payment rate for a 30-day period shall be determined 

on the day immediately following the due date and shall be applied to the overdue 

payment for any portion of the 30-day period of delinquency. In the case of partial late 

payments, the amount received shall first be applied to the late charge on the overdue 

payment and then to the overdue payment. 

6. GENERAL PROVISIONS: 

6.1 Repavment Contract Controlling. Pursuant to the Repayment 

Contract, the United States has agreed to construct and, in the absence of an approved 

Operating Agency, to operate and maintain the works of the Central Arizona Project and 

to deliver Project Water to the various subcontractors within the Project Service Area; 

and the Contractor has obligated itself for the payment of various costs, expenses, and 

other amounts allocated to the Contractor pursuant to Article 9 of the Repayment 

Contract. The Subcontractor expressly approves and agrees to all the terms presently 

set out in the Repayment Contract including Subarticle 8.8(b)(viii) thereof, or as such 



terms may be hereafter amended, and agrees to be bound by the actions to be taken 

and the determinations to be made under that Repayment Contract, except as otherwise 

provided herein. 

6.2 Effluent Exchanqes. The Subcontractor may enter into direct 

effluent exchanges with Indian entities that have received an allocation of Project Water 

and receive all benefits from the exchange. 

6.3 Notices. Any notice, demand or request authorized or required by 

this subcontract shall be deemed to have been given when mailed, postage prepaid, or 

delivered to the Regional Director, Lower Colorado Region, Bureau of Reclamation, P.O. 

Box 61470, Boulder City, Nevada 89006-1470, on behalf of the Contractor or 

Subcontractor; to the Central Arizona Water Conservation District, P. 0. Box 43020, 

Phoenix, Arizona 85080, on behalf of the United States or Subcontractor; and to the 

City of Chandler, P.O. Box 4008, Chandler, Arizona 85244-4008, on behalf of the United 

States or Contractor. The designation of the addressee or the address may be changed 

by notice given in the same manner as provided in this Article for other notices. 

6.4 Water Conservation Proqram. 

(a) While the contents and standards of a given water 

conservation program are primarily matters of State and local determination, there is a 

strong Federal interest in developing an effective water conservation program because 

of this subcontract. The Subcontractor shall develop and implement an effective water 

conservation program for all uses of water that is provided from or conveyed through 

Federally constructed or Federally financed facilities. That water conservation program 



shall contain definite goals, appropriate water conservation measures, and time 

schedules for meeting the water conservation objectives. 

(b) A water conservation program, acceptable to the Contractor 

and the Contracting Officer, shall be in existence prior to one or all of the following: (1) 

service of Federally storedlconveyed water; (2) transfer of operation and maintenance of 

the Project facilities to the Contractor or Operating Agency; or (3) transfer of the Project 

to an operation and maintenance status. The distribution and use of Federally 

storedlconveyed water and/or the operation of Project facilities transferred to the 

Contractor shall be consistent with the adopted water conservation program. Following 

execution of this subcontract, and at subsequent 5-year intervals, the Subcontractor 

shall resubmit the water conservation plan to the Contractor and the Contracting Officer 

for review and approval. After review of the results of the previous 5 years and after 

consultation with the Contractor, the Subcontractor, and the Arizona Department of 

Water Resources or its successor, the Contracting Officer may require modifications in 

the water conservation program to better achieve program goals. 

6.5 Rules, Regulations, and Determinations. 

(a) The Contracting Officer shall have the right to make, after an 

opportunity has been offered to the Contractor and Subcontractor for consultation, rules 

and regulations consistent with the provisions of this subcontract, the laws of the United 

States and the State of Arizona, to add to or to modify them as may be deemed proper 

and necessary to carry out this subcontract, and to supply necessary details of its 

administration which are not covered by express provisions of this subcontract. The 

Contractor and Subcontractor shall observe such rules and regulations. 



(b) Where the terms of this subcontract provide for action to be 

based upon the opinion or determination of any party to this subcontract, whether or not 

stated to be conclusive, said terms shall not be construed as permitting such action to be 

predicated upon arbitrary, capricious, or unreasonable opinions or determinations. In 

the event that the Contractor or Subcontractor questions any factual determination made 

by the Contracting Officer, the findings as to the facts shall be made by the Secretary 

only after consultation with the Contractor or Subcontractor and shall be conclusive upon 

the parties. 

6.6 Officials Not to Benefit. 

(a) No Member of or Delegate to Congress or Resident 

Commissioner shall be admitted to any share or part of this subcontract or to any benefit 

that may arise herefrom. This restriction shall not be construed to extend to this 

subcontract if made with a corporation or company for its general benefit. 

(b) No official of the Subcontractor shall receive any benefit that 

may arise by reason of this subcontract other than as a water user within the Project and 

in the same manner as other water users within the Project. 

6.7 Assignment Limited--Successors and Assiqns Obligated. The 

provisions of this subcontract shall apply to and bind the successors and assigns of the 

parties hereto, but no assignment or transfer of this subcontract or any part or interest 

therein shall be valid until approved by the Contracting Officer. 

6.8 Judicial Remedies Not Foreclosed. Nothing herein shall be 

construed (a) as depriving any party from pursuing and prosecuting any remedy in any 

appropriate court of the United States or the State of Arizona which would otherwise be 

27 



available to such parties even though provisions herein may declare that determinations 

or decisions of the Secretary or other persons are conclusive or (b) as depriving any 

party of any defense thereto which would otherwise be available. 

6.9 Books, Records, and Reports. The Subcontractor shall establish 

and maintain accounts and other books and records pertaining to its financial 

transactions, land use and crop census, water supply, water use, changes of Project 

works, and to other matters as the Contracting Officer may require. Reports thereon 

shall be furnished to the Contracting Officer in such form and on such date or dates as 

he may require. Subject to applicable Federal laws and regulations, each party shall 

have the right during office hours to examine and make copies of each other's books and 

records relating to matters covered by this subcontract. 

6.10 Equal Opportunity. During the performance of this subcontract, the 

Subcontractor agrees as follows: 

(a) The Subcontractor shall not discriminate against any 

employee or applicant for employment because of race, color, religion, sex, or national 

origin. The Subcontractor shall take affirmative action to ensure that applicants are 

employed, and that employees are treated during employment without regard to their 

race, color, religion, sex, or national origin. Such action shall include, but not be limited 

to the following: Employment, upgrading, demotion, or transfer; recruitment or 

recruitment advertising;' layoff or termination; rates of pay or other forms of 

compensation; and selection for training, including apprenticeship. The Subcontractor 

agrees to post in conspicuous places, available to employees and applicants for 



employment, notices to be provided setting forth the provisions of this nondiscrimination 

clause. 

(b) The Subcontractor shall, in all solicitations or advertisements 

for employees placed by or on behalf of the Subcontractor, state that all qualified 

applicants shall receive consideration for employment without discrimination because of 

race, color, religion, sex, or national origin. 

(c) The Subcontractor shall send to each labor union or 

representative of workers with which it has a collective bargaining agreement or other 

contract or understanding, a notice, to be provided by the Contracting Officer, advising 

said labor union or workers' representative of the Subcontractor's commitments under 

Section 202 of Executive Order 11246 of September 24, 1965, and shall post copies of 

the notice in conspicuous places available to employees and applicants for employment. 

(d) The Subcontractor shall comply with all provisions of 

Executive Order No. 11246 of September 24, 1965, as amended, and of the rules, 

regulations, and relevant orders of the Secretary of Labor. 

(e) The Subcontractor shall furnish all information and reports 

required by said amended Executive Order and by the rules, regulations, and orders of 

the Secretary of Labor, or pursuant thereto, and shall permit access to its books, 

records, and accounts by the Contracting Officer and the Secretary of Labor for 

purposes of investigation to ascertain compliance with such' rules, regulations, and 

orders. 

(f) In the event of the Subcontractor's noncompliance with the 

nondiscrimination clauses of this subcontract or with any of such rules, regulations, or 
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orders, this subcontract may be canceled, terminated, or suspended, in whole or in part, 

and the Subcontractor may be declared ineligible for further Government contracts in 

accordance with procedures authorized in said amended Executive Order and such 

other sanctions may be imposed and remedies invoked as provided in said amended 

Executive Order, or by rule, regulation, or order of the Secretary of Labor, or as 

otherwise provided by law. 

(g) The Subcontractor shall include the provisions of paragraphs 

(a) through (g) in every subcontract or purchase order unless exempted by the rules, 

regulations, or orders of the Secretary of Labor issued pursuant to Section 204 of said 

amended Executive Order, so that such provisions shall be binding upon each 

subcontractor or vendor. The Subcontractor shall take such action with respect to any 

subcontract or purchase order as may be directed by the Secretary of Labor as a means 

of enforcing such provisions, including sanctions for noncompliance; provided, however, 

that in the event a Subcontractor becomes involved in, or is threatened with, litigation 

with a subcontractor or vendor as a result of such direction, the Subcontractor may 

request the United States to enter into such litigation to protect the interest of the United 

States. 

6.1 1 Title VI, Civil Rights Act of 1964. 

(a) The Subcontractor agrees that it shall comply with Title VI of 

the Civil Rights Act of July 2, 1964 (78 Stat. 241), and all requirements imposed by or 

pursuant to the Department of the Interior Regulation (43 CFR 17) issued pursuant to 

that title to the end that, in accordance with Title VI of that Act and the Regulation, no 

person in the United States shall, on the grounds of race, color, or national origin be 
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1 excluded from participation in, be denied the benefits of, or be otherwise subjected to 

discrimination under any program or activity for which the Subcontractor receives 

financial assistance from the United States and hereby gives assurance that it shall 

immediately take any measures to effectuate this agreement. 

(b) If any real property or structure thereon is provided or 

improved with the aid of Federal financial assistance extended to the Subcontractor by 

the United States, this assurance obligates the Subcontractor, or in the case of any 

transfer of such property, any transferee for the period during which the real property or 

structure is used for a purpose involving the provision of similar services or benefits. If 

any personal property is so provided, this assurance obligates the Subcontractor for the 

period during which it retains ownership or possession of the property. In all other 

cases, this assurance obligates the Subcontractor for the period during which the 

Federal financial assistance is extended to it by the United States. 

(c) This assurance is given in consideration of and for the 

purpose of obtaining any and all Federal grants, loans, contracts, property, discounts, or 

other Federal financial assistance extended after the date hereof to the Subcontractor by 

the United States, including installment payments after such date on account of 

arrangements for Federal financial assistance which were approved before such date. 

The Subcontractor recognizes and agrees that such Federal financial assistance shall 

be extended in reliance on the representations and agreements made in this assurance, 

and that the United States shall reserve the right to seek judicial enforcement of this 

assurance. This assurance is binding on the Subcontractor, its successors, transferees, 

and assignees. 
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6.12 Confirmation of Subcontract. The Subcontractor shall promptly seek 

a final decree of the proper court of the State of Arizona approving and confirming the 

I /  subcontract and decreeing and adjudging it to be lawful, valid, and binding on the 

Subcontractor. The Subcontractor shall furnish to the United States a certified copy of 

1 1  such decree and of all pertinent supporting records. This subcontract shall not be 

1 1  binding on the United States, the Contractor, or the Subcontractor until such final decree 

has been entered. 

6.13 Contingent on Appropriation or Allotment of Funds. The expenditure 

or advance of any money or the performance of any work by the United States 

I I hereunder which may require appropriation of money by the Congress or the allotment of 

I /  funds shall be contingent upon such appropriation or allotment being made. The failure 

I I of the Congress to appropriate funds or the absence of any allotment of funds shall not 

I I relieve the Subcontractor from any obligation under this subcontract. No liability shall 

I I accrue to the United States in case such funds are not appropriated or allotted. 

I I IN WITNESS WHEREOF, the parties hereto have executed this 

I I subcontract No. the day and year first above-written. 

I I Legal Review and Approval THE UNITED STATES OF AMERICA 

By: By: 
Field Solicitor Regional Director 
Phoenix, Arizona Lower Colorado Region 

Bureau of Reclamation 



Attest: 
Secretary 

Attest: 

Title: 

CENTRAL ARIZONA WATER 
CONSERVATION DISTRICT 

By: 
President 

CITY OF CHANDLER 

By: 

Title: 

APPROVED AS TO FORM: 

./t"c-p (4 
CHANDLER CITY ATTORNEY 
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C o n t r a c t  No. 14-06-W-245 
Amendment No. 1 
B. C. D r a f t  11/28/88 

UNITED STATES 
DEPARTMENT OF THE INTERIOR 

BUREAU OF RECLAMATION 

CONTRACT BETWEEN THE UNITED STATES 
AND THE CENTRL ARIZONA WATER CONSERVATION DISTRICT 
FOR DELIVERY OF WATER AND REPAYMENT OF COSTS OF THE 

CENTRAL ARIZONA PROJECT 

1. PARTIES 

The p a r t i e s  t o  t h i s  c o n t r a c t ,  executed as o f  t h i s  f i r s t  day o f  

December, 1988,  a r e  t h e  U n i t e d  S t a t e s  o f  Amer ica ,  a c t i n g  t h r o u g h  t h e  

Depar tmen t  o f  t h e  I n t e r i o r ,  and t h e  C e n t r a l  A r i zona  Water Conserva t i on  

D i s t r i c t ,  a  m u l t i - c o u n t y  w a t e r  c o n s e r v a t i o n  d i s t r i c t  o r g a n i z e d  u n d e r  

t h e  l a w s  o f  A r i z o n a ,  w i t h  i t s  p r i n c i p a l  p l a c e  o f  b u s i n e s s  i n  Phoenix, 

A r i zona .  

2. AUTHORITIES 

T h i s  c o n t r a c t  i s  made p u r s u a n t  t o  the :  

2 . 1  A c t  o f  June 17, 1902, 32 S t a t .  388, and a c t s  amendatory 

t h e r e o f  and supp lementary  t h e r e t o .  

2.2 B o u l d e r  Canyon P r o j e c t  A c t ,  app roved  December 21, 1928, 

45 S t a t .  1057, a  supplement t o  t h e  Federa l  Rec lamat ion  Laws. 

2 .3  Rec lamat ion  P r o j e c t  A c t  of 1939, approved August 4 ,  1939, 

53 S t a t .  1187, a s  amended. 

2 . 4  C o l o r a d o  R i v e r  B a s i n  P r o j e c t  A c t ,  a p p r o v e d  

September 30, 1968, 82 S t a t .  885, as amended, a  supplement t o  t h e  Federal  

Reclamat ion Laws. 



2 . 5  Arizona Revised S t a t u t e s ,  Section 48-3701 et seq. 

3 .  RECITALS 

3 .1  The Colorado River Basin Pro jec t  Act provides,  among o t h e r  

t h i n g s ,  t h a t  f o r  t h e  p u r p o s e s  o f  f u r n i s h i n g  i r r i g a t i o n  w a t e r  

and mun ic ipa l  and i n d u s t r i a l  w a t e r  s u p p l i e s  t o  w a t e r - d e f i c i e n t  a r e a s  

i n  Arizona and western New Mexico through d i r e c t  d ivers ion  o r  exchange 

of wa te r ,  c o n t r o l  of f l o o d s ,  conserva t ion  and development o f  f i s h  and 

w i l d l i f e  r e s o u r c e s ,  enhancemen t  o f  r e c r e a t i o n  o p p o r t u n i t i e s ,  and  

f o r  o t h e r  p u r p o s e s ,  t h e  S e c r e t a r y  of t h e  I n t e r i o r  s h a l l  c o n s t r u c t ,  

o p e r a t e ,  and maintain t h e  Cent ra l  ~ r 3 z o n a  P r o j e c t ,  c o n s i s t i n g  of  t h e  

pr inc ipa l  works h e r e i n a f t e r  descr ibed in Ar t i c l e  6.3 .  

3.2 Pursuant  t o  t h e  p rov i s ions  of Arizona Revised S t a t u t e s ,  

Sect ion 48-3701 e t  seq.,  t he  Central Arizona Water Conservation D i s t r i c t  

has been organized with the  power t o  e n t e r  i n t o  a con t r ac t  o r  c o n t r a c t s  with 

the Sec re t a ry  of the  I n t e r i o r  t o  accomplish the purposes of Arizona Revised 

S t a t u t e s ,  Sect ion 48-3701 et seq. 

3.3 On December 15, 1972, the  United S t a t e s  and the  Contractor  

entered i n t o  a  con t r ac t  e n t i t l e d  "Contract Between the  United S t a t e s  and the  

Cent ra l  Arizona Water Conservat ion D i s t r i c t  f o r  Delivery of Water and 

Repayment  o f  C o s t s  o f  t h e  C e n t r a l  A r i z o n a  P r o j e c t "  ( C o n t r a c t  

No. 14-06-W-245), whereby, among o t h e r  th ings ,  t h e  United S t a t e s  agreed t o  

cons t ruc t  t he  Central Arizona Pro jec t  and the Contractor agreed t o  repay t h e  

cos t s  of the  pro jec t  properly a l l ocab le  t o  the Contractor .  

3 . 4  S u b a r t i c l e  . 9 . 3 ( b )  of  s a i d  c o n t r a c t  p r o v i d e s  t h a t  t h e  

Cont rac tor ' s  repayment ob l iga t ion  sha l l  not exceed $1.2 b i l l i o n .  

3.5 Subar t i c l e  9 .3 (b )  of said con t r ac t  a l so  provides t h a t  i f  t h e  



2 1 1  Contracting Officer shai 1 consult with the Contractor and continuation of 

1 

3 1 1  construction will be contingent upon the execution of an amendatory contract 

Contractor's repayment obligation will exceed $1.2 billion, the 

1 1 to cover the increased repayment obl igation. 

5 1  I 3.6 Both parties acknowledge that the Contractor's repayment 

obligation will exceed $1.2 billion, and have agreed to increase the 

7 1 1  
Contractor's repayment ceiling to a level sufficient to facilitate 

8 1 1  completion of the project. 
4. ARTICLES OF AGREEMENT 

NOW, THEREFORE, in consideration of the mutual and dependent 

l4 1 I When used herein, unless otherwise distinctly expressed, or 

11 

1 2- 

stipulations and covenants herein contained, it is agreed by and between the 

parties hereto as follows: 

l7 I I mean the Act of June 17, 1902, 32 Stat. 388, and all acts amendatory 

15 

16 

l8 1 I thereof or suppl ementary thereto. 

manifestly incompatible with the intent hereof, the terms: 

5.1 "Federal Rec1 amat ion Laws" or "Reclamation Laws" shall 

l9 1 I 5.2 "Basin Project Act" shall mean the Colorado River Basin 

20 1 I Project Act, 82 Stat. 885, dated September 30, 1968, as amended, which is a 

2 3  1 I United States or his duly authorized representative. 

2 1 

2 2 

24 I I 5.4 "Contracting Officer" shall mean the Secretary or his 

supplement to the Federal Reclamation Laws. 

5.3 "Secretary" shall mean the Secretary of the Interior of the 

2 5 

2 6 

authorized designee acting i n  his behalf. 

5.5 "Contractor" shall mean the Central Arizona Water 



C o n s e r v a t i o n  D i s t r i c t ,  o r g a n i z e d  p u r s u a n t  t o  A r i z o n a  Rev ised  S t a t u t e s ,  

S e c t i o n  48-3701 et seq. 

5.6 " S e r v i c e  a rea"  s h a l l  mean t h e  a r e a  now i n c l u d e d  w i t h i n  

t h e  C e n t r a l  A r i zona  Water Conservat ion D i s t r i c t ,  c o n s i s t i n g  o f  Mar icopa, 

P i n a l ,  and  Pima C o u n t i e s  o f  A r i z o n a  and such  o t h e r  c o u n t i e s  as may 

h e r e a f t e r  become p a r t  o f  t h e  D i s t r i c t ,  e x c l u s i v e  o f  any I n d i a n  r e s e r v a t i o n  

l a n d  l y i n g  w h o l l y  o r  p a r t l y  w i t h i n  s a i d  Count ies.  

5.7 " S u b c o n t r a c t o r "  s h a l l  mean a n y  i r r i g a t f o n  d i s t r i c t ,  

m u n f c i p a l . f t y ,  i n d i v f d u a l ,  o r  any e n t f t y  wh ich e n t e r s  i n t o  a w a t e r  s e r v i c e  

s u b c o n t r a c t  w i t h  t h e  U n i t e d ' S t a t e s  and the  C o n t r a c t o r  i n  f u r t h e r a n c e  o f  t h e  

p r o v i s i o n s  o f  t h e  Bas in  P r o j e c t  Act .  

5.8 " C e n t r a l  A r i z o n a  P r o j e c t "  o r  " p r o j e c t "  s h a l l  mean t h e  

p r o j e c t  and w o r k s  a u t h o r i z e d  b y  S e c t i o n  301(a)  o f  t h e  B a s f n  P r o j e c t  

A c t  a n d  c o n s t r u c t e d  b y  t h e  U n i t e d  S t a t e s  p u r s u a n t  t o  t h e  p r o v i s i o n s  

o f  s a i d  A c t  and t h i s  c o n t r a c t .  

5.9 " P r o j e c t  works "  s h a l l  mean t h e  p r i n c i p a l  works d e s c r i b e d  

i n  S e c t i o n  301(a) o f  t h e  B a s i n  P r o j e c t  Act ,  and appurtenances t h e r e t o ,  

o r  as  m o d i f i e d  p u r s u a n t  t o  A r t i c l e  6 . 4  h e r e o f ,  t o g e t h e r  w i t h  l a n d s ,  

i n t e r e s t s  i n  lands,  and r i gh ts -o f -way  for  such works and appurtenances. 

5.10 "Water supp ly  system" s h a l l  mean t h e  Navajo P r o j e c t ,  Havasu 

Pumping P l a n t ,  t h e  G r a n i t e  Reef, S a l t  G i l a  and Tucson aqueducts  and  

a s s o c i a t e d  pumping p l a n t s  and appurtenant works, b u t  n o t  i n c l u d i n g  Tucson 

Termina l  Storage o r  any d i s t r i b u t i o n  works. 

5 . 1  " D i s t r i b u t i o n  w o r k s "  s h a l l  mean t h o s e  f a c i l i t i e s  

c o n s t r u c t e d  o r  f i n a n c e d  by t h e  U n i t e d  S ta tes  under  t h e  a u t h o r i z a t i o n  i n  

S e c t i o n  309(b )  o f  t h e  B a s i n  P r o j e c t  A c t  f o r  t h e  p r i m a r y  pu rpose  o f  



d i s t r i b u t i n g  t h e  p ro j ec t  water  supply within the serv ice  area a f t e r  s a i d  

p ro j ec t  water supply has been t ranspor ted  o r  del ivered through the water  

supply system. 

5.12 " A g r i c u l t u r a l  water"  o r  " i r r i g a t i o n  wa te r "  s h a l l  mean 

p ro j ec t  water used pr imar i ly  i n  t he  commercial production of a g r i c u l t u r a l  

crops o r  l i ves tock ,  including domestic use incidental t h e r e t o ,  on t r a c t s  of 

land operated i n  u n i t s  of more than 5 acres .  

5 . 1 3  l 'Miscellaneous water" shal l  mean water del  ivered from t h e  

p r o j e c t ,  o r  by exchange f o r  p r o j e c t  water,  for  r ec rea t iona l  and f i s h  and 

w i l d l i f e  purposes a t  o the r  than p r o j e c t  f a c i l i t i e s  and s h a l l  have a  l e s s e r  

p r i o r i t y  of use than a g r i c u l t u r a l  water .  

5 . 1 4  "Munic ipa l  and  i n d u s t r i a l  w a t e r , "  h e r e i n  r e f e r r e d  

t o  a s  "M&I w a t e r , "  s h a l l  mean p r o j e c t  water other  than a g r i c u l t u r a l  o r  

miscellaneous water de l ivered  by means of the project  works. 

5 . 1 5  "Lands no t  having a  recent  i r r i g a t i o n  h i s to ry ' '  s h a l l  

mean, except where otherwise determined by the Secretary f o r  e f f ic iency  of 

subcont rac tor ' s  operat ion,  lands which the Secretary determines were not  

i r r i g a t e d  during the period September 30, 1958, t o  September 30, 1968. 

5 . 1 6  "OM&Rn s h a l l  mean the  care ,  operation, maintenance, and 

replacement of p ro j ec t  works. 

5.17 "Exchange wa te r "  s h a l l  mean Colorado R ive r  water made 

a v a i l a b l e  in exchange f o r  o r  in  replacement of e x i s t i n g  suppl ies  from 

surface sources other  t h a n  the  mainstream of the Colorado River .  

5.18 "Transferred works" s h a l l  mean such f a c i l i t i e s  of the water  

supply system o r  of o the r  cons t ruc t ion  s tages as  to which OM&R 



responsibility f s  transferred from the United States to the Operating 

Agency. 

5 .19  "Operating Agency" shall mean the entity or entitfes 

author1 zed to assume OM&R responsi bi 1 i ty of transferred works and approved 

for that purpose by the Contracting Officer. 

5.20 "Transfer notice" shall mean a written notice or notices, 

numbered consecutively, which the Contracting Officer transmits to the 

Operating Agency and which shall designate: 

(a) the transferred works; 

(b) items of equipment and supplies transferred to the 

Operating Agency; and 

(c)  the date upon which such transfer will be effected. 

5 . 2 1  "Gila River system waterst' shall mean waters of the 

Gila River and tributaries thereof east of the Yuma-Maricopa County line. 

5.22 "Notice of compl&ionl' shall mean the notice which the 

Contracting Officer issues to Contractor to announce the substantial 

completion of a construction stage. Each such notice of completion shall 

include the estimated amount of the repayment obligation for the 

construction stage to which the notice pertains, the date of initiation of 

repayment for the construction stage and indicate the amount and due date 

for the first payment for the construction stage. 

5.23 "Development Fund" shall mean the separate fund, known 

a s  the Lower Colorado Rfver Basin Development Fund, established in 

the Treasury of the United States pursuant to Section 403(a) of the 

Basin Project Act. 

5.24 "Year" shall mean the period January 1 through the next 



succeeding December 31. 

5 . 2 5  " C o n t r a c t o r ' s  Cons t ruc t ion  Cost Repayment O b l i g a t i o n , "  

h e r e i n a f t e r  r e f e r r e d  t o  a s  "repayment ob l iga t ion , "  shal l  mean the  t o t a l  

amount of a l l  cons t ruc t ion  c o s t s  including re la ted  construct ion claims and 

i n t e r e s t  thereon ,  OM&R c o s t s  during cons t ruc t ion ,  and i n t e r e s t  on c o s t s  

a l l o c a t e d  t o  t he  M&I water and power funct ions during cons t ruc t ion ,  of t h e  

C e n t r a  1 Ar izona  P r o j e c t ,  i n c u r r e d  t h e r e f o r  and as  determined by t h e  

Un i t ed  S t a t e s  and f u r t h e r  d e s c r i b e d  i n  A r t i c l e  6.2 he reo f ,  exc lud ing  

reimbursable c o s t s  a l l oca t ed  t o  f i s h  and w i l d l i f e  and recrea t ion ,  and c o s t s  

assoc ia ted  with the  de l ive ry  of water t o  e n t i t i e s  other  than the  Cont rac tor  

o r  s u b c o n t r a c t o r s ,  and which i s  de t e rmined  by the  S e c r e t a r y ,  a f t e r  

consu l t a t i on  with the  Contractor ,  t o  be a l locab le  t o  and repayable by t h e  

Contractor  i n  accordance with the  provis ions  of t he  Basin P ro j ec t  Act and 

t h i s  c o n t r a c t .  

5 .26  "Re tu rn  flow" s h a l l  mean a l l  a g r i c u l t u r a l ,  M&I, and 

miscellaneous waste water,  seepage, and ground water which o r i g i n a t e s  o r  

r e s u l t s  from water contracted f o r  from the  Central Arizona P r o j e c t ,  bu t  

s h a l l  not include any water de l ive red  through the project  works f o r  ground 

water recharge purposes. 

5.27 "Pro jec t  watert1 sha l l  mean ( a )  a l l  water a l l oca t ed  by t h e  

S e c r e t a r y  f o r  p r o j e c t  p u r p o s e s  by F e d e r a l  R e q i s t e r  n o t i c e  d a t e d  

March 2 4 ,  1983 ,  and any subsequen t  r e a l l o c a t i o n  by the  S e c r e t a r y  a s  

contemplated in paragraph 6 of said Federal Reqister not ice,  which water i s  

a v a i l a b l e  p u r s u a n t  t o  c o n t r a c t s  w i t h  t h e  S e c r e t a r y  from: (1) t h e  

Colorado River; ( 2 )  Central Arizona P ro jec t  dams and reservoi rs ;  and ( 3 )  

r e t u r n  f lows captured  by the Secre ta ry  f o r  project  use; ( b )  any water  



d e l i v e r e d  t o  e n t i t i e s  i n  A r i z o n a ,  t h r o u g h  t h e  p r o j e c t  wo rks ,  a s  a  

r e p l a c e m e n t  s u p p l y  f o r  C l i f f  Dam; ( c )  w a t e r  d e l i v e r e d  t o  wa te r  u s e r s  i n  

A r i z o n a ,  t h r o u g h  t h e  p r o j e c t  works, i n  exchange f o r  water  d e l i v e r e d  t o  u s e r s  

i n  New Mex ico  f r o m  o r  b y  means o f  t h e  p r o j e c t  works; and (d)  any a d d i t i o n a l  

w a t e r  n o t  i n c l u d e d  i n  (a )  above, t h a t  i s  r e q u i r e d  t o  be d e l i v e r e d  b y  t h e  

S e c r e t a r y  t h r o u g h  t h e  p r o j e c t ,  p u r s u a n t  t o  t h e  Ak-Chin Wate r  R f g h t s  

S e t t l e m e n t  A c t  o f  1978 ( P u b l i c  Law 95-328)) as amended on October  19, 1984 

( P u b l i c  Law 98-530); t h e  Southern  A r i m n a  Water R i g h t s  S e t t l e m e n t  A c t  o f  

O c t o b e r  12, 1982 ( T i t l e  I11 o f  P u b l i c  Law 97-293); and, s u b j e c t  t o  t h e  

e x e c u t i o n  o f  a  s e t t l e m e n t  agreement by t h e  C o n t r a c t o r  p r o v i d i n g  f o r  t h e  

s e t t l e m e n t  o f  t h e  w a t e r  r i g h t s  c l a i m s  o f  t h e  S a l t  R i v e r  Pima-Maricopa I n d i a n  

Community and t o  t h e  S a l t  R i v e r  Pima-Maricopa I n d j a n  Community Water  R i g h t s  

S e t t l e m e n t  A c t  o f  1988 ( P u b l i c  Law 100-512), up t o  22,000 a c r e - f e e t  a n n u a l l y  

o f  C o l o r a d o  R i v e r  w a t e r  t o  be d e l i v e r e d  t h r o u g h  t h e  p r o j e c t  works  i n  

accordance w i t h  s a i d  s e t t l e m e n t  agreement and l e g i s l a t i o n .  

5 .28  " I n d i a n  l a n d s "  s h a l l  mean t h e  l ands  w i t h i n  any I n d i a n  

r e s e r v a t i o n  f o r  wh ich  an a l l o c a t i o n  o f  p r o j e c t  wa te r  has o r  w i l l  be  made b y  

t h e  S e c r e t a r y  f o r  d e l i v e r y  t h r o u g h  p r o j e c t  works. 

5.29 "Navajo P r o j e c t ' '  s h a l l  mean t h e  i n t e r e s t s  o f  t h e  U n i t e d  

S t a t e s  i n  t h e  Navajo G e n e r a t i n g  S t a t i o n  and t h e  Transmiss ion  System, o r  any 

rep lacemen t  t h e r e o f ,  as a u t h o r i z e d  by  S e c t i o n  303 o f  t h e  Bas in  P r o j e c t  A c t  

and as d e s c r i b e d  i n  c o n t r a c t s  e n t e r e d  i n t o  pu rsuan t  t o  t h a t  Ac t .  

5.30 " C o n s t r u c t i o n  stage" s h a l l  mean any one o f  t he  f o l l o w i n g :  

( 1) ' t h e  w a t e r  supp ly  system; (2)  New Waddell  and Modi f i e d  Roosevel t Dams; 

(3)  rep lacemen t  f e a t u r e s  o r  programs f o r  C l i f f  Dam; ( 4 )  Tucson t e r m i n a l  

s to rage;  ( 5 )  Hooker Dam o r  s u i t a b l e  a l t e r n a t i v e ;  and (6 )  B u t t e s  Dam. 



5 . 3 1  " P l a n  6" s h a l l  mean P l a n  6 f o r  t h e  Regu la tory  S to rage  

D i v i s i o n  o f  t h e  C e n t r a l  A r i z o n a  P r o j e c t  as approved by  Record o f  D e c i s i o n  

o f  t h e  S e c r e t a r y  d a t e d  A p r i l  3, 1984 as amended and supplemented by  Records 

o f  D e c i s i o n  o f  t h e  S e c r e t a r y  d a t e d  May 20, 1986 (Supplement One) a n d  

June 17, 1988 (Supplement Two). 

5.32 " A l l o c a b l e  c o s t "  s h a l l  mean (a) w i t h  r e s p e c t  t o  t h e  p r o j e c t ,  

t h e  t o t a l  p r o j e c t  c o s t  l e s s  (1) t h e  c o s t  o f  non- Ind ian  d i s t r i b u t i o n  works ,  

( 2 )  t h e  c o s t  o f  t h e  s a f e t y  o f  dams component o f  P lan  6, (3)  t h e  c o s t  o f  

I n d l a n  d i s t r i b u t i o n  systems, ( 4 )  t h e  c o s t  o f  t h e  Co lorado R i v e r  D i v i s i o n  and  

t h e  New Mexico f i s h  h a t c h e r y ,  ( 5 )  t h e  c o s t  o f  c u l t u r a l  resources  s t u d i e s ,  

(6 )  t h e  c o n t r i b u t i o n s  p r o v i d e d  by t h e  S t a t e s  o f  A r i z o n a  and New Mexico p r i o r  

t o  e x e c u t i o n  o f  t h e  P l a n  6 Fundfng Agreement, (7) t h e  c o s t s  o f  C h a r l e s t o n  

Dam and San Pedro Aqueduct, (8) t h e  c o s t  o f  500 c u b i c  f e e t  pe r  second o f  

i n c r e m e n t a l  c a p a c i t y  i n  t h e  G r a n i t e  Reef  Aqueduct and r e l a t e d  c o s t s  i n  t h e  

Nava jo  P r c j e c t ,  and (9 )  such o t h e r  c o s t s  as determfned a p p r o p r i a t e  b y  t h e  

C o n t r a c t i n g  O f f I c e r ;  and  (b) w i t h  r e s p e c t  t o  each c o n s t r u c t i o n  stage, t h e  

t o t a l  c o s t  o f  such s t a g e  l e s s  t h a t  p o r t i o n  o f  t h e  f o l l o w i n g  c o s t s  a s s o c i a t e d  

w i t h  such stage:  (1) t h e  c o s t  o f  t h e  s a f e t y  o f  dams component o f  P l a n  6, 

(2) t h e  c o s t  o f  c u l t u r a l  r e s o u r c e s  s t u d i e s ,  (3) t h e  c o n t r i b u t i o n s  p r o v i d e d  

b y  t h e  S t a t e s  o f  A r i z o n a  and  New Mexico p r i o r  t o  e x e c u t i o n  o f  t h e  P l a n  6  

Fund ing Agreement, ( 4 )  t h e  c o s t  o f  500 c u b i c  f e e t  p e r  second o f  i nc remen ta l  

c a p a c i t y  i n  t h e  G r a n i t e  Reef Aqueduct and r e l a t e d  c o s t s  i n  t h e  Nava jo  

P r o j e c t ,  and ( 5 )  s u c h  o t h e r  c o s t s  as  d e t e r m i n e d  a p p r o p r i a t e  by t h e  

C o n t r a c t i n g  O f f i c e r .  

5.33 "OM&R T r a n s f e r  C o n t r a c t "  s h a l l  mean t h e  A u g u s t s ,  1987, 

c o n t r a c t  e n t i t l e d  " C o n t r a c t  Between t h e  U n i t e d  S t a t e s  o f  America and t h e  



3 1 1 amendment o r  r e v i s i o n  the reo f .  

1 

2  

Cen t ra l  A r i zona  Water Conservat ion D i s t r i c t  f o r  t h e  T rans fe r  o f  Opera t ion  

and Ma in tenance  o f  F a c i l i t i e s "  ( C o n t r a c t  No. 7-07-30-W0167), and any 

8 1 1  agreement e n t i t l e d  "Agreement Among the  Un i t ed  States,  t h e  Cent ra l  A r i zona  

4 

5 

6 

7 

1 1  Water Conserva t ion  D i s t r i c t ,  t h e  Flood Cont ro l  D i s t r i c t  o f  Maricopa County, 

5.34 "Ove ra l l  repayment per iod"  s h a l l  mean t h e  p e r i o d  o f  t i m e  

beg inn ing  w i t h  i n i t i a t i o n  o f  repayment o f  t he  f i r s t  cons t ruc t i on  stage and 

ending w i t h  f i n a l  payment o f  t h e  l a s t  c o n s t r u c t i o n  stage. 

5.35 "Plan 6 Funding Agreement" s h a l l  mean t h e  Aprf 1  15, 1986, 

10 

11 

l4 I I Ar izona,  and f o r  o t h e r  Purposes," as i t  may be supplemented o r  amended. 

t h e  S a l t  R i v e r  A g r i c u l t u r a l  Improvement and Power D i s t r i c t  and S a l t  R i v e r  

Val l e y  Water Users1 Assoc ia t i on ,  the Ar izona C i t i e s  o f  Chandler, Glendale,  

12 

13 

Mesa, Phoenix, Sco t t sda le ,  and Tempe, the  S ta te  o f  Ar izona, and t h e  City o f  

Tucson f o r  Funding o f  P lan S i x  F a c i l i t i e s  o f  the  Cent ra l  Ar izona P ro j ec t ,  

15 

16 

l9 1 I pursuan t  t o  t i t l e  45 ,  chap te r  2, a r t i c l e  13, Ar izona Revised S ta tu tes ,  o r  

I 5.36 "Permanent serv ice"  s h a l l  mean t h a t  water  supply s e r v i c e  

commencing i n  t h e  y e a r  f o l l o w i n g  subs tan t i a l  complet ion o f  the  water  supp l y  

17 

18 

20 1 I t h e  underg round  s t o r a g e  and recovery  o f  water  pursuan t  t o  t i t l e  45, 

system and con t f  nu i ng  i n  pe rpe tu i t y .  

5.37 "Ground wate r  recharge" s h a l l  mean the recharge o f  w a t e r  

2 1 I I chap te r  3, A r i zona  Revised S ta tu tes ,  o r  as sa id  s t a tu tes  may h e r e a f t e r  be 

24 I I t o  c a p a c i t y  and energy from the  Navajo P r o j e c t .  

2 2 

2 3  

amended o r  r ev i sed .  

5.38 " P r o j e c t  power" s h a l l  mean the Un i t ed  S ta tes '  e n t i t l e m e n t  

25 

2 15 

6. PROJECT CONSTRUCTION 

6.1 Aqreement o f  t he  Uni ted S ta tes .  Subject  t o  the terms and 



c o n d i t i o n s  o f  t h i s  c o n t r a c t  and w i t h i n  t h e  l i m i t s  o f  t h e  funds  made 

a v a i l a b l e  t h e r e f o r  b y  Congress, t h e  U n i t e d  S t a t e s  w i l l  expend toward  t h e  

c o n s t r u c t i o n  o f  t h e  p r o j e c t ,  e x c l u s i v e  o f  i n t e r e s t  c o s t s  d u r i n g  

c o n s t r u c t i o n ,  $832,180,000 based on 1967 c o s t  es t imates ,  p l u s  o r  mfnus such 

amounts, i f  any, as may b e  j u s t i f i e d  b y  reason  o f  o r d i n a r y  f l u c t u a t i o n s  i n  

c o n s t r u c t i o n  c o s t s  as i n d i c a t e d  by  e n g i n e e r i n g  c o s t  i n d i c e s  a p p l i c a b l e  t o  

t h e  t y p e s  o f  c o n s t r u c t i o n  i n v o l v e d  t h e r e i n ,  o r  so much o f  such amount, as  i n  

t h e  o p i n i o n  o f  t h e  S e c r e t a r y ,  i s  necessa ry  t o  c o n s t r u c t  s a i d  p r o j e c t ,  , 

w h i c h e v e r  amount f s  t h e  1  e s s e r .  The aforement ioned amount i n c l u d e s  t h e  

U n i t e d  S t a t e s '  c o s t s  o f  p a r t i c i p a t i o n  i n  t h e  Navajo P r o j e c t .  

6 . 2  Costs o f  P r o j e c t .  

(a )  The e s t i m a t e d  c o n s t r u c t i o n  c o s t  of $832,180,000 f o r  t h e  

p r o j e c t ,  based upon 1967 p r i c e s ,  has been de te rm ined  as f o l l o w s :  

Ma in  System 
G r a n i t e  Reef D i v i s i o n  
Orme D l  v i  s i  on 
Sa l  t - G i  l a  D i v i s i o n  
Tucson Aqueduct (Co lo rado  R i v e r  source)  
B u t t e s  Dam 
Nava jo  P r o j e c t  

S u b t o t a l  
O t h e r  Separate Fea tu res  

Hooker Dam o r  s u i  t a b 1  e  a1 t e r n a t i v e  
C h a r l e s t o n  Dam and San Pedro Aqueduct 
(San Pedro R i v e r  sou rce )  

S u b t o t a l  
M i s c e l l a n e o u s  Fea tu res  

* G i l a  R i v e r  D i v i s i o n  
I n d i a n  D i s t r i b u t i o n  System 
Colorado R i v e r  D i v i s i o n  
Dra inage System 

S u b t o t a l  
T o t a l  P r o j e c t  

" N o t e :  F i s h  h a t c h e r y  c o s t s ,  some o f  w h i c h  may b e  l o c a t e d  on t h e  

P rov ided ,  however, That  (i) t h e  ad jus tment  p r o v i s i o n s  o f  A r t i c l e  6 .1  a p p l y  



to the total construction costs of the project and not to the costs of the 

individual line items set out in this Subarticle 6.2(a), and (ii) in 

accordance with provisions of Article 6.4 herein, the references to the 

individual line items set out in this Subarticle 6.2(a) are not to be deemed 

a determination that each of the features referred to in the individual line 

items will be constructed or that costs will be incurred for each of said 

individual line items based upon a percentage which the estimated costs for 

each individual line item bears to the project's total estimated 

construction costs. 

(b) The Central Arizona Project costs incurred by the 

United States which are to be repaid by Contractor shall include the share 

allocated to the Contractor of (i) construction costs of the project, (ii) 

all expenses of whatsoever kind or nature heretofore or hereafter incurred 

by the United States in connection with, growing out of, or resulting from 

the construction, and (iii) the OM&R during construction of project works. 

The aforementioned share of allocated costs shall also include, but shall 

not be limited to, interest during construction on costs allocated to the 

M & I  water and power functions, the cost of labor, materials, equipment, 

engineering, legal services, surveys, investigations, property, 

superintendence, administration, overhead, general expenses, special 

services, damages of all kinds and character, inspection, repair, and 

protection of project works and water supply, and the costs of all lands, 

interests in lands, and rights-of-way acquired by the United States for the 

project, a1 1 as determined' by the Secretary. 

6.3 Principal Works of the Project. The works and facilities to 

be construct'8d-under this contract shall consist of the following principal 



works : 

( a )  A sys tem of  main condui t s  and c a n a l s ,  inc lud ing  t h e  

Havasu Pumping P l a n t  and a  main canal and pumping p l a n t s  (Gran i te  Reef 

Aqueduc t  and  pumping p l a n t s ) ,  f o r  d i v e r t i n g  and c a r r y i n g  w a t e r  from 

Lake Havasu t o  t h e  conf luence  of t h e  S a l t  and Verde Rivers ,  which system 

w i l l  have a  c a p a c i t y  o f  3,000 c u b i c  f e e t  per second; 

(b) S a l t - G i l a  Aqueduct and pumping p lan t ;  

(c)  Tucson Aqueduct and pumping p lan t s ;  

(d )  New Waddell and Modi f l e d  Roosevel t Dams; 

( e )  replacement  f e a t u r e s  o r  programs f o r  C l i f f  Dam; 

( f )  Tucson Terminal Storage ( i f  approved by t h e  S e c r e t a r y ) ;  

( g )  But tes  Dam and Reservoir;  

( h )  Hooker Dam and Reservoir  o r  s u i t a b l e  a l t e r n a t i v e  which 

s h a l l  be c o n s t r u c t e d  i n  such manner a s  t o  give  e f f e c t  t o  t h e  p rov i s ions  of 

S e c t i o n  304( f )  o f  t h e  Basfn P r o j e c t  Act; 

( i  ) Char les ton  Dam and Reservoir  and t h e  San Pedro Aqueduct; 

(j) r e l a t e d  c a n a l s ,  r e g u l a t i n g  f a c i l i t i e s ,  and e l e c t r i c  

t r a n s m i s s i o n  f a c i l i t i e s  r e q u i r e d  f o r  t h e  operat ion of s a i d  p r i n c i p a l  works; 

( k )  r e l a t e d  w a t e r  d i s t r i b u t i o n  and d ra inage  works; and 

( 1 )  a p p u r t e n a n t  works. 

No works o r  f a c i l i t i e s  f o r  t h e  t r ea tment  of water  a r e  included in  t h e  

p r o j e c t  works t o  be c o n s t r u c t e d  by t h e  United S t a t e s .  Nothing con ta ined  

here in  s h a l l  be const rued t o  i n d i c a t e  t h e  o rder  in which the  a fo redesc r ibed  

works w i  11 be cons t ruc ted .  

6 .4  Chanqes in  P r o j e c t  Works. Should t h e  S e c r e t a r y ,  e i t h e r  

be fore  o r  d u r i n g  c o n s t r u c t i o n ,  determine i t  t o  be in t h e  b e s t  i n t e r e s t s  of 



the project, he may, upon the completion of the studies currently being made 

er to be made, including land classifications, hydrological, engineering, 

geological, sedimentation, water supply, and repayment ability, and after 

consultation wi th the Contractor, change the location, size, or capacity of 

any of the project works, or may eliminate works, or add works to those 

described above, and the Secretary's decision on such changes, 

eliminations, and additions shall be conclusive. 

6.5 Construction Conditions. The United States shall be under 

no obligation to commence or, having commenced, to continue construction of 

project works until transfer from the State of Arizona of such State-owned 

lands or interests therein, in a form acceptable to the Attorney General of 

the United States, as the Secretary determines is necessary in the 

construction, operation, or maintenance of the project. 

6.6 Annual Work Proqram. During construction of the project 

wor'ks the Contracting Officer will consult with the Contractor and/or with 

any subcontractor through or within whose service area project works are to 

be constructed to achieve maximum coordination between such construction 

program and the annual programs of any affected subcontractor. Within 

30 days following the enactment by Congress and Presidential approval of 

annual or supplementary appropriation acts and the allotment of funds 

thereunder for continued construction of the project, the United States will 

furnish the Contractor with a notice and statement showing the proposed 

construction program for the balance of the current fiscal year and for the 

following fiscal year or years. If so requested in writing by the 

Contractor within 30 days of its receipt of such notice, the Secretary will 

consult with the Contractor and/or the affected subcontractor with respect 



t o  t h e  proposed program. The a c t i o n  o f  t h e  Cont ract ing O f f i c e r  concerning 

t he  program a f t e r  such c o n s u l t a t i o n  s h a l l  be f i n a l .  

6.7 I n a b i l i t y  o f  t he  U n i t e d  S ta tes  t o  Complete P r o j e c t  on Bas i s  

o f  Cost Est imates.  If c o n s t r u c t i o n  o f  t he  p r o j e c t  works s h a l l  have been 

commenced b u t ,  p r i o r  t o  complet ion,  the  Secretary  determines t h a t  t he  c o s t  

o f  c o n s t r u c t i n g  t h e  p r o j e c t  w i l l  exceed t h e  maximum amount t o  be expended 

t h e r e f o r  b y  t h e  Un i t ed  S ta tes  as p rov ided  f o r  i n  A r t i c l e  6.1 hereof,  t h e  

Secre ta ry  may a f t e r  c o n s u l t a t i o n  w i t h  the Cont rac to r  terminate c o n s t r u c t i o n  

and d e c l a r e  t h e  o b l i g a t i o n s  o f  t h e  Un i ted  S ta tes  hereunder w i t h  regard  t o  

c o m p l e t i o n  o f  c o n s t r u c t i o n  o f  t h e  p r o j e c t  t o  have been f u l f i l l e d .  I f  

a p p r o p r i a t i o n s  f o r  t he  cont inuance and/or complet ion o f  c o n s t r u c t i o n  i n  

- 

amounts s u f f i c i e n t  i n  t h e  o p i n i o n  o f  t h e  Sec re ta r y  t o  complete s a i d  

c o n s t r u c t i o n  a r e  au tho r i zed  by Congress and a re  ava i l ab l e ,  t he  Secre ta ry  

s h a l l  c o n s u l t  w i t h  t h e  C o n t r a c t o r  and s h a l l  make c o n t f n u a t i o n  o f  

c o n s t r u c t i o n  c o n t i n g e n t  upon the  execut ion o f  an amendatory c o n t r a c t  w i t h  

t h e  C o n t r a c t o r  where in  t h e  Con t rac to r ' s  maximum repayment o b l i g a t i o n  i s  

increased so as t o  cover  the  increased reimbursable costs  as determined by  

t h e  Secretary;  Provided, however, That  the  Cont rac to r  s h a l l  n o t  u t i l i z e  any 

p a r t  o f  t h e  completed o r  u n f i n i s h e d  p r o j e c t  f a c i l i t i e s  i n  the absence o f  

w r i t t e n  agreement w i t h  t h e  Secretary  f o r  reimbursement t h e r e f o r .  

7. PROJECT OPERATION, MAINTENANCE, AND REPLACEMENT 

7 .1  O p e r a t i o n  and Ma in tenance  and Water D e l i v e r i e s  by t h e  

Un i t ed  S ta tes  P r i o r  t o  Completion o f  ConStruct ion.  Except as p rov ided  i n  

the OM&R T r a n s f e r  Cont ract ,  p r i o r  t o  complet ion o f  p r o j e c t  works by t h e  

Un i t ed  S ta tes ,  as determined and announced t o  the  Cont ractor  i n  w r i t i n g  by 

the  Secre ta ry ,  t h e  Un i ted  States w i l l  operate  and ma in ta in  sa i d  p r o j e c t  



2 1 I included in t he  Con t r ac to r ' s  repayment obl iga t ion ;  Provided, however, That  

1 

3 1 I s a i d  OM&R c o s t  sha l l  not  be included with the pro jec t  cos t  c e i l i n g  s e t  o u t  

f a c i l i t i e s .  The c o s t  of said OM&R a l l oca t ed  t o  the  Contractor  s h a l l  be 

4 1 1  i n  A r t i c l e  6 .1  hereof.  During t h e  a foresa id  period, p ro j ec t  water ,  i f  

5 . 1  I a v a i l a b l e ,  may be d i sposed  of by t h e  S e c r e t a r y  a t  charges  which t h e  

8 1 1  subcont rac tors  and Indian lands. Payment f o r  water sha l l  be made in  advance 

6 

7 

9 1 1  by the  water  user .  The places of measurement and de l ive ry  of s a i d  w a t e r  

S e c r e t a r y  de te rmines  t o  be appropr ia te ;  Provided, however, That t o  t h e  

e x t e n t  deemed f e a s i b l e  by the  S e c r e t a r y ,  p re fe rence  w i l l  be given t o  

10 1 I s h a l l  be e s t a b l i s h e d  by t h e  S e c r e t a r y  a f t e r  c o n s u l t a t i o n  w i t h  t h e  

11 1 I Contractor .  Except a s  provided in t h e  OMR Transfer  Contract,  t h e  proceeds 

12 

13 

l8 1 I works  o r  p o r t i o n s  t h e r e o f ,  upon c o m p l e t i o n  of  c o n s t r u c t i o n  o f  a  

a c c r u i n g  from t h e  d i s p o s a l  of such w a t e r  s h a l l  be c r e d i t e d  t o  t h e  

Development Fund and appl ied  toward the  c o s t s  of the  pro jec t  a s  determined 

14 

15 

16 

17 

l9 1 I cons t ruc t ion  s tage  o r  upon completion of construct ion of the  p r o j e c t ,  t h e  

by t h e  Secre ta ry .  

7.2 O p e r a t i o n  and Maintenance and Water D e l i v e r i e s  a f t e r  

Completion of  Cons t ruc t ion .  Except a s  provided in  t h e  OM&R T r a n s f e r  

Contract  and any f u t u r e  agreements f o r  t he  t r a n s f e r  of OM&R of t h e  p r o j e c t  

2o 1 I United S t a t e s  sha l l  opera te  and maintain such construct ion s t age  o r  t h e  

2 3 I I 8 . 1  Obl i q a t i o n  o f  U n i t e d  S t a t e s .  S u b j e c t  t o  t h e  t e r m s ,  

2 1 

22 

2 4 1  1 '  condi t ions ,  and provisions s e t  fo r th  here in ,  the United S ta t e s  w i l l  d e l i v e r  

p r o j e c t  and s h a l l  make p ro j ec t  water ava i l ab l e  t o  p ro j ec t  water users .  

8 .  DELIVERY OF WATER 

2 5  

26 

pro jec t  water  t o  Contractor  and, during such periods as  i t  opera tes  and 

maintains t he  water supply system, the  United S t a t e s  wi l l  a l so  t r a n s p o r t  and 



d e l i v e r  s a i d  w a t e r  t o  t h e  subcon t rac to rs .  A f t e r  t r a n s f e r  o f  OM&R t h e  

U n i t e d  S t a t e s  w i l l  make d e l i v e r i e s  o f  Co lorado R i v e r  wa te r  t o - t h e  O p e r a t i n g  

Agency;  d e l i v e r i e s  o f  o t h e r  p r o j e c t  w a t e r s  w i l l  be  made p u r s u a n t  t o  

d e t e r m i n a t i o n s  made b y  t h e  S e c r e t a r y .  

8.2 Term o f  Con t rac t .  S u b j e c t  t o  t h e  terms, c o n d i t i o n s ,  and 

p r o v i s i o n s  s e t  f o r t h  h e r e i n ,  t h i s  c o n t r a c t  i s  f o r  permanent se rv i ce .  

8.3 C o n d i t i o n s  R e l a t l n q  t o  D e l i v e r y .  

(a )  The o b l i g a t i o n  o f  t h e  U n i t e d  S t a t e s  t o  d e l i v e r  w a t e r  

unde r  t h i s  c o n t r a c t  i s  s u b j e c t  t o :  

(i) The a v a i l a b i l i t y  o f  such wa te r  f o r  use i n  A r i z o n a  

under  t h e  p r o v i s i o n s  o f  t h e  Co lorado R i v e r  Compact, 

e x e c u t e d  November 24 ,  1922; t h e  B o u l d e r  Canyon 

P r o j e c t  A c t ,  4 5  S t a t .  1057, d a t e d  December 21, 

1928; t h e  Co lorado R i v e r  B a s i n  P r o j e c t  Ac t ,  d a t e d  

Sep tember  30, 1968,  8 2  S t a t .  885; t h e  c o n t r a c t  

between t h e  U n i t e d  S t a t e s  and t h e  S t a t e  o f  Ar izona,  

d a t e d  F e b r u a r y  9 ,  1944;  t h e  O p i n i o n  o f  t h e  

Supreme C o u r t  o f  t h e  U n i t e d  S t a t e s  i n  t h e  case o f  

A r i z o n a  v .  C a l i f o r n i a  e t  a l . ,  3 7 3  U.S. 5 4 6 ,  

r e n d e r e d  J u n e  3, 1963; and t h e  March 9, 1964,  

Decree o f  t h a t  C o u r t  i n  s a i d  case, 376 U.S. 340, as 

amended on February  28, 1966, a t  383 'u . s .  268, and 

supplemented on January  9, 1979, a t  439 U.S. 419, 

a s  now i s s u e d  o r  h e r e a f t e r  m o d i f i e d .  

(ii) E x e c u t i v e  A ,  S e v e n t y - e i g h t h  Congress ,  Second 

Sess ion ,  a  t r e a t y  be tween  the  U n i t e d  S t a t e s  o f  



America and t h e  U n i t e d  Mexican S ta tes ,  s i g n e d  a t  

Wash ing ton  on February  3, 1944, r e l a t i n g  t o  t h e  

u t i l i z a t i o n  o f  t h e  wa te r  o f  t h e  Co lorado R f v e r  a n d  

T i  j u a n a  R i v e r  a n d  o f  t h e  R f o  G r a n d e  f r o m  

F o r t  Quitman, Texas, t o  t h e  G u l f  o f  Mexico,  and  

E x e c u t i v e  H ,  S e v e n t y - e i g h t h  C o n g r e s s ,  

Second Session, a  p r o t o c o l  s igned a t  Washington o n  

November 14, 1944, supplementary t o  t h e  T r e a t y .  

(iii) The e x p r e s s  u n d e r s t a n d i n g  and agreement  b y  t h e  

C o n t r a c t o r  t h a t  t h i s  c o n t r a c t  f s  s u b j e c t  t o  

t h e  c o n d i t i o n  t h a t  Hoover Dam and Lake Mead s h a l l  

be used: f i r s t ,  f o r  r i v e r  r e g u l a t f  on, improvement 

o f  n a v i g a t i o n ,  and f l o o d  c o n t r o l ;  second,  f o r  

i r r i g a t i o n  and domest ic  uses and s a t f s f a c t i o n  o f  

p r e s e n t  p e r f e c t e d  r i g h t s  i n  p u r s u a n c e  o f  

A r t i c l e  V I I I  o f  t h e  Colorado R i v e r  Compact app roved  

by S e c t i o n  13(a) o f  t he  Bou lde r  Canyon P r o j e c t  A c t ;  

a n d  t h i r d ,  f o r  power; a n d  f u r t h e r m o r e ,  t h a t  

t h i s  c o n t r a c t  i s  made upon t h e  express  c o n d i t i o n  

and w i t h  t h e  e x p r e s s  covenan t  t h a t  a l l  r i g h t s  

hereunder  s h a l l  be sub jec t  t o  and c o n t r o l l e d  by t h e  

Co lorado R f v e r  Compact and t h a t  t h e  U n i t e d  S t a t e s  

and t h e  C o n t r a c t o r  s h a l l  observe and be s u b j e c t  t o  

and c o n t r o l l e d  b y  s a i d  Colorado R i v e r  Compact and  

B o u l d e r  Canyon P r o j e c t  A c t  i n  t h e  c o n s t r u c t i o n ,  

m a n a g e m e n t ,  a n d  o p e r a t i o n  o f  H o o v e r  Dam, 



t a k e  Mead,  c a n a l s  a n d  o t h e r  w o r k s ,  a n d  t h e  

s t o r a g e ,  d i v e r s i o n ,  d e l i v e r y ,  and  use o f  w a t e r  

t o  be  d e l i v e r e d  t o  C o n t r a c t o r  hereunder.  

( i v )  The r i g h t  o f  t h e  U n i t e d  S t a t e s  t e m p o r a r i l y  t o  

d i s c o n t i n u e  o r  reduce t h e  amount o f  w a t e r  t o  b e  

d e l i v e r e d  hereunder  whenever such d i s c o n t i n u a n c e  o r  

r e d u c t i o n  i s  made n e c e s s a r y  f o r  p u r p o s e s  o f  

i n v e s t i g a t i o n s ,  i n s p e c t i o n s ,  r e p l a c e m e n t s ,  

ma in tenance ,  o r  r e p a i r s  t o  any works  whatsoever  

a f f e c t i n g ,  u t i l i z e d  o r ,  i n  t h e  o p i n i o n  o f  t h e  

S e c r e t a r y ,  n e c e s s a r y  f o r  d e l i v e r y  o f  w a t e r  

he reunder ,  i t  b e i n g  u n d e r s t o o d  t h a t  so f a r  a s  

f e a s i b l e  t h e  U n i t e d  S t a t e s  w i l l  (1) do so d u r i n g  

p e r i o d s  o f  l o w  w a t e r  demands a n d  ( 2 )  g i v e  

r e a s o n a b l e  n o t i c e  i n  advance o f  such tempora ry  

d i s c o n t i n u a n c e  o r  r e d u c t i o n .  

(b)  D e l i v e r y  o f  Co lorado R i v e r  w a t e r  by  t h e  U n i t e d  S t a t e s  

u n d e r  t h i s  c o n t r a c t  s h a l l  be charged t o  t h e  S t a t e  o f  A r i z o n a ' s  appo r t i onmen t  

u n d e r  t h e  a f o r e m e n t i o n e d  Supreme C o u r t  D e c r e e  o f  M a r c h  9, 1964, i n  

A r i z o n a  v .  C a l i f o r n i a  and w i l l  d i s c h a r g e  t o  t h a t  e x t e n t  t h e  o b l  i g a t i o n  o f  

t h e  U n i t e d  S t a t e s  t o  d e l i v e r  wa te r  under  t h e  a forement ioned c o n t r a c t  between 

t h e  U n i t e d  S t a t e s  and t h e  S t a t e  o f  A r i z o n a ,  da ted  February  9, 1944. 

8.4 D e l i v e r y  P o i n t s .  C o l o r a d o  R i v e r  w a t e r  t o  be f u r n i s h e d  

t o  t h e  C o n t r a c t o r  p u r s u a n t  t o  t h i s  c o n t r a c t  w i l l  be d e l i v e r e d  by  t h e  

U n i t e d  S t a t e s  i n  t h e  C o l o r a d o  R i v e r  a t  t h e  p o i n t  o f  d i v e r s i o n  f rom 

Lake Havasu where t h e  i n t a k e  s t r u c t u r e s  o f  t h e  Havasu Pumping P l a n t  a r e  



3 1 1 Del ivery  poin ts  f o r  o t h e r  p ro j ec t  water suppl ies  and fo r  return flows w i l l  

1 

2 

c o n s t r u c t e d .  Agua F r i a  and Upper Gi la  River system waters  w i l l  be 

d e l i v e r e d  t o  t he  Cont rac tor  a t  New Waddell and Buttes Dams, respect ively.  

8 1 1  Lake Havasu f o r  the  p r o j e c t  s h a l l  be measured by means of measuring devices  

4 

5 

6 

7 

g l l  t o  be i n s t a l l e d  a s  p a r t  of t h e  pro jec t  works. I f ,  f o r  any reason, f n  t h e  

be de t e rmined  by t h e  Con t r ac t ing  O f f i c e r  a f t e r  consu l t a t i on  with t h e  

Cont rac tor  and/or the  a f f e c t e d  subcontractor therefor .  

8.5 Measurement. 

( a )  The q u a n t i t y  of Colorado River water  pumped from 

10 

11 

l4 I I s u b c o n t r a c t o r s  s h a l l  be measured by means of measuring devices t o  be 

op in ion  of t he  Sec re t a ry ,  s a id  measuring devices shal l  f a i l  t o  opera te  

s a t i s f a c t o r i l y ,  t he  Sec re t a ry  w i l l ,  from the bes t  information ava i l ab l e ,  

12 

13  

l5 1 I i n s t a l l e d  a s  p a r t  of t h e  p ro j ec t  works a t  the points  along the var ious  

e s t i m a t e  t he  amount of  water  del ivered t o  the  Contractor. 

( b )  D e l i v e r i e s  o f  p r o j e c t  w a t e r  t o  t h e  v a r i o u s  

l6 I I a q u e d u c t s  a t  which s u c h  w a t e r  may be d i v e r t e d  f o r  each of  s a i d  

17 1 I subcont rac tors ,  and/or a t  t he  points  in the various r e se rvo i r s  formed by t h e  

18 
I I dams cons t ruc ted  a s  p a r t  of the  pro jec t  works a t  which such water nay be 

l9 1 I d i v e r t e d  f o r  subcont rac tors  and/or a t  the points where re turn  flow may be 

20 1 I d e l i v e r e d .  These po in t s  of measurement wi l l  be es tab l i shed  by the Secre ta ry  

21 I I a f t e r  consu l t a t i on  with Contractor  and the affected subcontractor.  I f ,  f o r  

24 I I information ava i l ab l e  and a f t e r  consul t a t i on  with the Contractor and t h e  

22 

2 3 

25 1 I a f f e c t e d  subcont rac tor ,  es t imate  the amount of water de l ivered  to  each such 

any reason,  in  the opinion of the Secretary,  said measuring devices s h a l l  

f a i l  t o  o p e r a t e  s a t i s f a c t o r i l y ,  t h e  S e c r e t a r y  w i l l ,  from t h e  b e s t  

26 
subcontractor .  The Secre ta ry  sha l l  a t  a l l  times have access over any lands 



and rights-of-way of a subcontractor for the purpose of inspecting and 

checking said measuring devices. 

8.6 Responsibi 1 i ty for Distribution of Water after Leavf n q  

Water Supply System. Whether or not the United States operates and 

maintains the project facilities, the United States shall not be responsible 

for the control, carriage, handling, use, disposal, or distribution of water 

after said water has been diverted from the water supply system. At such 

time as the Operating Agency assumes responsibility for the OM&R of project 

works, the responsibility for diversion, carriage, and transportation of 

the water through the water supply system shall be the sole responsibility 

of the Operating Agency. Responsibility for distribution of water beyond 

the water supply system shall be that of the subcontractors to whom said 

water is delivered from the water supply system. The United States, its 

officers, agents, and employees, shall not be liable for damage or claim of 

damage of any nature whatsoever for which there is legal responsibility 

arising out of or connected with the control, carriage, handling, use, 

disposal, or distribution of such water, and each subcontractor shall hold 

the United States, its officers, agents, and employees, harmless from any 

and all such claims. 

8.7 Quantity of Water to be Delivered. 

( a )  The Secretary reserves the right to determine that 

quantity of Colorado River water to be released each year from Lake Mead for 

use by the Central Arizona Project pursuant to applicable law, which shall 
< 

include the quantity of water which may be allocated by the Secretary for 

use on Indian lands. 

(b) The quantity of Colorado River water available under 



t h i s  c o n t r a c t  f o r  p ro j ec t  purposes shal l  not exceed the  quant i ty  of water 

a v a i l a b l e  t o  Arfzona under t h e  aforementioned Supreme Court Decree in 

Arizona v.  Cal i fo rn i a  and i n  Arizona's water de l ivery  con t r ac t  with t h e  

United S t a t e s  a f t e r  f i r s t  providing f o r  s a t i s f ac t ion  o f :  

( i )  p r e s e n t  p e r f e c t e d  r i g h t s  and pe r f ec t ed  r i g h t s  

descr ibed  in  Ar t i c l e  II(D) of t he  Decree and the  

r i g h t s  of other  Federal reserva t ions  es tab l i shed  

p r i o r  t o  September 30, 1968; Provided, however, 

T h a t  t h e  q u a n t i t i e s  o f  C o l o r a d o  River  w a t e r  

reserved t o  s a t i s f y  the a foresa id  r i g h t s  shal l  no t ,  

e x c e p t  a s  provided in s a id  Decree, be reduced 

under  any circumstances o r  f o r  any reason what- 

soever  including, without limi t a t l o n ,  a  temporary 

use permitted by the  Secretary by o the r  water u se r s  

i n  A r i z o n a ,  C a l i f o r n i a ,  o r  Nevada, of w a t e r  

r e s e r v e d  p u r s u a n t  t o  t h e  f o r e g o i n g  b u t  n o t  

needed  d u r i n g  any c a l e n d a r  y e a r ;  p rovided  

f u r t h e r ,  That no r i gh t s  t o  t he  recur ren t  use of 

such water sha l l  accrue by reason of said temporary 

use; and 

( i i )  t h e  q u a n t i t i e s  of wa te r  p rov ided  f o r  in  a l l  

water  de l ive ry  m t r a c t s  between t h e  United S t a t e s  

and water  users  in  Arizona a s  of September 30, 
i 

1968. 

( c )  The quan t i t y  of Colorado River water ava i lab le  under 

t h i s  c o n t r a c t  f o r  p ro j ec t  purposes, including water fo r  use on Indian lands 



s h a l l  h a v e  t h e  same p r i o r i t y  a s  t o  d e l i v e r y  as  t h e  q u a n t i t i e s  o f  

C o l o r a d o  R i v e r  w a t e r  d e l i v e r e d  p u r s u a n t  t o  w a t e r  d e l i v e r y  c o n t r a c t s ,  

F e d e r a l  r e s e r v a t i o n s  o f  w a t e r ,  a n d  o t h e r  a r r a n g e m e n t s  b e t w e e n  t h e  

U n i t e d  S t a t e s  a n d  w a t e r  u s e r s  i n  A r i z o n a  e n t e r e d  i n t o  subsequen t  t o  

September 30, 1968, f o r  use o f  Colorado R i v e r  w a t e r  on Federa l ,  S t a t e  o r  

p r i v a t e l y  owned l a n d s  i n  A r i z o n a  i n  t o t a l  q u a n t i t i e s  n o t  t o  exceed  

164,652 a c r e - f e e t  o f  d i v e r s i o n s  p e r  yea r ;  P rov ided ,  however,  Tha t  t h e  

C o n t r a c t o r  s h a l l  h o l d  t h e  U n i t e d  S t a t e s ,  i t s  o f f i c e r s ,  agents,  employees, 

and successo rs  o r  ass igns ,  harmless  a s  t o  any and a l l  c l a i m s  f o r  damages t o  

pe rsons  o r  t o  p r o p e r t y  d i r e c t  o r  i n d i r e c t  and o f  whatever n a t u r e ,  a r i s i n g  

o u t  o f  o r  w h i c h  may i n  any manner be connected w i t h  t he  o p e r a t i o n  and/or  

e f f e c t  o f  t h i s  S u b a r t i c l e .  

(d)  The l i m i t a t i o n  on c o n t r a c t i n g  i n  S u b a r t i c l e  8.7(c) above 

s h a l l  n o t  a p p l y  t o  c o n t r a c t s  w i t h  h o l d e r s  o f  p resen t  p e r f e c t e d  r i g h t s  t o  

C o l o r a d o  R i v e r  w a t e r  i n  A r i z o n a  o r  t o  t h e  S e c r e t a r y ' s  o r d e r  o f  

November 24, 1982, r e s e r v i n g  Co lorado R i v e r  w a t e r  f o r  t h e  C i b o l a  N a t i o n a l  

W i l d l i f e  Refuge. N o t h i n g  i n  S u b a r t i c l e  8.7(c)  s h a l l  r e s t r i c t  t h e  r i g h t  o f  

t h e  S e c r e t a r y  under  w a t e r  s e r v i c e  c o n t r a c t s  r e f e r r e d  t o  i n  s a i d  S u b a r t i c l e  

t o  t e r m i n a t e  and/or  reduce any e n t i t y ' s  e n t i t l e m e n t  t o  Co lorado R i v e r  w a t e r  

and t o  make t h a t  e n t i t l e m e n t  a v a i l a b l e  t o  o t h e r  water  users  i n  A r i zona .  

(e )  D u r i n g  any  y e a r  when t h e  subcon t rac to rs  cannot  use any 

p o r t i o n  o f  t h e i r  e n t i t l e m e n t  t o  p r o j e c t  wa te r ,  and such wa te r  cannot  be 

r e s o l d  o r  exchanged i n  accordance wi th t h e  terms and c o n d i t i o n s  o f  t h e  w a t e r  

s e r v i c e  s u b c o n t r a c t s ,  t h e  C o n t r a c t o r  s h a l l  have the  r i g h t  i n  i t s  d i s c r e t i o n  

t o  r e s e l l  any o r  a l l  o f  such wa te r  o r  t o  use any o r  a l l  o f  such wa te r  f o r  

g round w a t e r  r e c h a r g e  purposes,  i n c l u d f n g  t h e  subsequent r e c o v e r y  and r e s a l e  



1 

2 

t h e  Cont rac tor  under t h i s  provision. 

of such water ,  subjec t  t o  Federal law, including but not l imi ted  t o  t h e  

Reclamation Reform Act of 1982, S t a t e  of Arizona law, and such ru l e s  and 

3 

4 

5 

8.8 Subcontracts.  

( a )  The United S t a t e s  sha l l  be a  par ty t o  subcontracts .  

( b )  The Secre ta ry  and the  Contractor sha l l  r equ i r e  i n  each 

subcon t r ac t  t h a t :  

regula t f  ons a s  t h e  Secretary may deem appropriate .  Subject t o  t h e  terms and 

c o n d i t f o n s  o f  w a t e r  s e r v i c e  s u b c o n t r a c t s ,  t h e  w a t e r  o r d e r s  of a l l  

subcont rac tors  sha l l  be met before  any pro jec t  water i s  made a v a i l a b l e  t o  

(5 )  unless  and u n t i l  otherwise provided by Congress, 

water from t h e  Central Arizona Pro jec t  sha l l  no t  

be made a v a i l a b l e  d i r e c t l y  o r  i n d i r e c t l y  f o r  t h e  

i r r i g a t i o n  o f  lands not having a  recent  i r r i g a t i o n  

h i s t o r y ,  a s  determined by the Secretary,  except i n  

t h e  c a s e  o f  Ind ian  l a n d s ,  n a t i o n a l  w i l d l i f e  

refuges,  and, w i t h  the approval of t h e  Secre ta ry ,  

State-administered w i l d l i f e  management areas;  

( i f )  t h e r e  be i n  e f f e c t  measures ,  adequate  i n  t h e  

judgment o f  t h e  Secre ta ry  and t h e  C o n t r a c t o r ,  

t o  con t ro l  expansion of i r r i g a t i o n .  from a q u i f e r s  

a f f ec t ed  by i r r i g a t i o n  in the Contractor 's  s e r v i c e  

area and t o  reduce pumping of ground water  i n  t h e  

a g r i c u l t u r a l  subcontractors '  service a r e a s  by t h e  

25 1 I amount  o f  p r o j e c t  w a t e r  r e c e i v e d  by s a i d  

a g r i c u l t u r a l  subcontractors;  



( 1  i f )  t h e  c a n a l s  and d i s t r i b u t i o n  systems through which 

w a t e r  i s  conveyed a f t e r  i t s  d e l i v e r y  t o  t h e  sub- 

c o n t r a c t o r s  s h a l l  be provided and maintained w i t h  

l i n i n g s  a d e q u a t e  in  t h e  S e c r e t a r y ' s  judgment t o  

prevent  excess ive  conveyance losses ;  

( i v )  n e i t h e r  t h e  S e c r e t a r y ,  t h e  C o n t r a c t o r  nor  a n y  

s u b c o n t r a c t o r  s h a l l  pump o r  permit  o t h e r s  t o  pump 

ground water  from wi th in  t h e  e x t e r i o r  boundaries o f  

t h e  s e r v i c e  a r e a  o f  a  s u b c o n t r a c t o r  r e c e i v i n g  

w a t e r  from t h e  Central  Arizona P r o j e c t  f o r  any use  

o u t s i d e  o f  s a i d  s u b c o n t r a c t o r ' s  s e r v i c e  a r e a  

u n l e s s  t h e  S e c r e t a r y ,  t h e  C o n t r a c t o r ,  and such 

subcont rac to r  s h a l l  a g r e e ,  o r  s h a l l  have p rev ious ly  

agreed ,  t h a t  a  su rp lus  o f  ground water  e x i s t s  and 

t h a t  d ra inage  i s  o r  was requ i red ;  

( v )  e x c e p t  a s  o t h e r w i s e  a g r e e d  by t h e  C o n t r a c t i n g  

O f f i c e r ,  n e i t h e r  t h e  C o n t r a c t o r  n o r  a n y  

s u b c o n t r a c t o r  s h a l l  s e l l  o r  o therwise  d i spose  o f  o r  

permit  the  s a l e  o r  o t h e r  d i s p o s i t i o n  of any p r o j e c t  
. . 

water ,  inc lud ing  r e t u r n  f lows ,  f o r  use o u t s i d e  t h e  

C o n t r a c t o r ' s  s e r v i c e  a rea ;  

( v l )  i r r i g a t i o n  w a t e r  made a v a i l a b l e  t h e r e u n d e r  may 

be made ava i  l a b l e  ,by t h e  S e c r e t a r y  f o r  M&I purposes 

i f  and t o  t h e  e x t e n t  t h a t  such water  i s  no l o n g e r  

r e q u i r e d  by t h e  s u b c o n t r a c t o r  f o r  i r r i g a t i o n  

purposes and s h a l l  be made a v a i l a b l e  i n  a l l  c a s e s  



where l a n d s  rece iv ing  p r o j e c t  water  have been 

c o n v e r t e d  t o  m u n i c i p a l  and i n d u s t r i a l  u s e ;  

Provided, however, That subcontracts  e f f e c t u a t i n g  

such t r a n s f e r s  a r e  subject  t o  the  approval of t h e  

Secre ta ry  and the Contractor,  which approval s h a l l  

not be wrthheld unreasonably; And provided f u r t h e r ,  

T h a t  i t  s h a l l  be deemed un reasonab le  f o r  t h e  

S e c r e t a r y  o r  t h e  C o n t r a c t o r  t o  wi thhold  such  

approval on the bas i s  t h a t  the  r i g h t  t o  conve r t  

f r o m  i r r i g a t i ' o n  t o  M&I u s e  f o r  a  s p e c i f i c  

development could b e t t e r  be exercised in some o t h e r  

s u b c o n t r a c t o r t  s  s e r v i c e  a r e a .  The w a t e r  s o  

converted from i r r i g a t i o n  t o  M&I purposes w i l l  be 

de l ivered  with t h e  same p r i o r i t y  and a t  the same 

r a t e  per  acre-foot  as  o the r  M&I water. Likewise, 

s u b c o n t r a c t s  f o r  f u r n i s h i n g  w a t e r  f o r  M&I 

purposes,  inc luding ,  but not l imi ted  t o ,  ground 

water recharge t o  the  ex ten t  ground water recharge 

i s  c o n s i s t e n t  with Arizona law, shaT1 provide t h a t ,  

i f  w a t e r  t o  be d e l i v e r e d  t h e r e u n d e r  i s  n o t  

p r e s e n t l y  required for  such purposes, such wa te r  

may be made ava i lab le  by.  the Secretary t o  o t h e r  

u se r s ;  Provided, fu r the r ,  That the  subcont rac tor  

sha l l  be re l ieved  o f  i t s  payment obl iga t ion  under 

i t s  subcontract  only to  the  ex t en t  of the amount 

paid by such other  users; 



(vii) the acreage limitation provisions of Reclamation 

Laws shall apply solely to agricultural water 

service; 

(viii) except as specifically provided therein, it shall 

be the provis~ons of this contract which shall be 

6 - 1 1  
controlling in the event of any inconsistency 

between this contract and any subcontract; 

8 1 1  ( i x )  the subcontractor shall levy all necessary assess- 

9 1 1  ments, tolls, and other charges and shall use all 

lo 1 I of the authority and resources available to the 

subcontractor to collect the same in order that the 

subcontractor may meet its obligations thereunder 

13 1 I to make in full all payments required under said 

14 1 I subcontract on or before the date such payments 

become due and to meet other obligations under the 

subcontracts; 

17 I I ( x )  the subcontractor establ i shy maintain, and provide 

l8 1 I the United States and the Contractor with land, 

l9 1 I water use, and crop census records. 

8.9 Shortaqes. A s  provided in Section 301(b) of the Basin 

23 1 I shall be so administered that in any year in which, as determined by the 

2 1 

22 

24 1-1 Secretary, there is insufficient mainstream Colorado River water available 

Project Act, Article I I ( B ) ( 3 )  of the Decree of the Supreme Court of the 

United States in Arfzona v .  California, 376 U.S. 340, dated March 9, 1964, 

2 5 

26 

for release to satisfy the annual consumptive use of 7,500,000 acre-feet in 

Arizona, California, and Nevada, diversions from the mainstream o f  the 



Colorado R i ve r  f o r  t h e  Cent ra l  Ar izona P r o j e c t  and f o r  o the r  uses i n  Ar i zona  

u n d e r  c o n t r a c t s  o r  o t h e r  agreements w i t h  t h e  U n i t e d  S t a t e s  execu ted  

subsequen t  t o  September  30, 1968, s h a l l  be so l i m i t e d  as t o  assu re  

t h e  a v a i l a b i l i t y  o f  w a t e r  i n  q u a n t i t f e s  s u f f i c i e n t  t o  p r o v i d e  f o r  

t h e  agg rega te  annual  consumptive use by  h o l d e r s  o f  p r e s e n t  p e r f e c t e d  

r i g h t s ,  by  o t h e r  users  i n  t h e  S ta te  o f  C a l i f o r n i a  served under c o n t r a c t s  

e x i s t i n g  as o f  September 30, 1968, w i t h  the  Uni ted States by  d i v e r s i o n  works 

h e r e t o f o r e  cons t ruc ted ,  and b y  o ther  Federal reserva t ions  i n  C a l i f o r n i a  o f  

4,400,000 a c r e - f e e t  o f  Colorado R i v e r  water, and by users  o f  t h e  same 

c h a r a c t e r  i n  Ar izona and Nevada. Water users- i n  t h e  S ta te  o f  Nevada s h a l l  

n o t  be r e q u i r e d  t o  bear  shortages i n  any p ropo r t i on  g rea te r  than would have 

been imposed i n  t he  absence o f  sa id  Sect ion 301(b), nor s h a l l  s a i d  Sec t ion  

a f f e c t  t h e  r e l a t i v e  p r i o r i t f e s ,  among themselves, o f  water users  i n  Ar izona, 

C a l i f o r n i a ,  and Nevada wh i ch  a re  sen io r  t o  d i ve r s i ons  f o r  t h e  Cen t ra l  

A r i zona  P ro j ec t ,  o r  amend any p rov i s i ons  o f  sa id  Decree. The a f o r e s a i d  

l i m i t a t i o n  s t a t e d  i n  S e c t i o n  301(b) s h a l l  n o t  app l y  so l o n g  as t h e  

S e c r e t a r y  s h a l l  de te rm ine  and p r o c l a i m  t h a t  means a r e  a v a i l a b l e  and 

i n  ope ra t i on  which augment t h e  water supply o f  the Colorado R i v e r  system i n  

s u c h  q u a n t i t y  a s  t o  make s u f f i c i e n t  C o l o r a d o  R i v e r  m a i n s t r e a m  

w a t e r  a v a i l a b l e  f o r  r e l e a s e  t o  s a t i s f y  annua l  c o n s u m p t i v e  use o f  

7,500,000 ac re - fee t  i n  Ar izona, C a l i f o r n i a ,  and Nevada. 

8.10 Rate o f  D i v e r s i o n s  o f  Colorado R i ve r  Water. Sub jec t  t o  

(a)  t h e  f i r s t  p rov i so  i n  Sec t ion  301(a) o f  the Bas in  P r o j e c t  Ac t ,  (b)  t h e  

p r o v i s i o n s  o f  S u b a r t i c l e  10.6(b) h e r e o f ,  and ( c )  t h e  p r o v i s i o n s  o f  

S u b a r t i c l e  8.7(a) hereo f ,  any capac i t y  i n  the G ran i t e  Reef Aqueduct i n  

excess of  2,500 cub ic  f e e t  p e r  second may be u t i l i z e d  i n  the  opera t ions  o f  



the  p r o j e c t  so a s  t o  maximize p ro j ec t  benefi ts ;  Provided, however, That t h e  

use of  such capac i ty  sha l l  not r e s u l t  in  the annual diversion of a  q u a n t i t y  

of w a t e r  i n  excess  of t h e  p r o j e c t ' s  legal  ent i t lement  under t h e  Basin 

P r o j e c t  Act. 

8 .11  P r i o r i t y  i n  Case of Shortaqe. 

( a )  Subjec t  t o  the provis ions of Section 304(e) of t h e  Basin 

P r o j e c t  Act and the S e c r e t a r y ' s  a l l o c a t i o n  dec i s ions  published in  t h e  

Federal Regi s t e r  on December 10, 1980, and March 24, 1983, any p r o j e c t  wa te r  

a s  d e f i n e d  i n  S u b a r t i c l e  5 . 2 7 ( a )  h e r e o f ,  f u r n i s h e d  through p r o j e c t  

f a c i l i t i e s  s h a l l ,  i n  t he  event  of shortages thereof ,  be reduced pro r a t a  

unt i  1 exhausted, f i r s t  f o r  miscel laneous uses and next f o r  a g r i c u l t u r a l  

u s e s ,  b e f o r e  such p r o j e c t  wa te r  furn ished  f o r  M&I uses i s  reduced.  

Thereaf te r ,  such p r o j e c t  water  f o r  M&I uses will be reduced pro r a t a  among 

a l l  M&I water  users .  Each subcontract  o r  other water de l ivery  arrangement 

en tered  i n t o  pursuant t o  t h i s  con t r ac t  sha l l  so provide. This a r t i c l e  s h a l l  

not apply t o  Indian uses; Provided, however, That the  r e l a t i v e  p r i o r i t i e s  

between Indian and non-Indian uses s h a l l  be a s  determined by the Sec re t a ry .  

Notwithstanding t h e  p r o v i s i o n s  of t h i s  S u b a r t i c l e ,  p r o j e c t  water made 

a v a i l a b l e  a s  a  r e s u l t  of cons t ruc t ion  and operation of modif icat ions t o  

Roosevelt Dam as  p a r t  of Plan 6 sha l l  be d i s t r i bu ted  a s  provided in t h e  

Plan 6 Funding Agreement, and sha l l  not be subject t o  reduction in  t he  even t  

of shor tages  of o the r  p ro j ec t  water suppl ies .  

( b )  Any p ro j ec t  water ,  a s  defined in Subar t ic les  5 .27 (b ) ,  

( c )  and (d )  hereof ,  sha l l  r e t a i n  i t s  p r i o r i t y  r e l a t i v e  t o  pro jec t  water a s  

def ined in S u b a r t i c l e  5.27(a) hereof.  

8.12 No Guarantee of Ava i l ab i l i t y  of Water. The United S t a t e s  



United S t a t e s ,  i t s  o f f i c e r s ,  agen t s ,  o r  employees, be l i a b l e  f o r  any 

damages, d i r e c t  o r  i n d i r e c t ,  of whatsoever nature,  a r i s i n g  out  of o r  f n  any 

1 

2 

5 1 I way connected with any suspension o r  reductfon i n  the  de l ive ry  of water  

assumes no r e spons ib i l i t y  with respec t  t o  the quan t i t y  of water ava i l ab l e  

f o r  d e l i v e r y  p u r s u a n t  t o  t h i s  c o n t r a c t .  I n  no e v e n t  s h a l l  t h e  

pursuant  t o  t h i s  cont rac t  o r  with any shortage in  t he  quant i ty  of water  

7 1 1  a v a i l a b l e  f o r  de l ivery  hereunder o r  t o  any subcontractor  f o r  any cause 

whatsoever including, but not l imited t o ,  drought, de lay  in  the  cons t ruc t ion  

of t h e  Navajo Pro jec t ,  the f a i l u r e  of the Navajo P r o j e c t  t o  be completed, o r  

t h e  lack  of power f o r  pumping. 

8.13 Sec re t a r i a l  Control of Return Flow. 

( a )  The Secretary reserves the r i g h t  t o  capture a l l  r e tu rn  

flow flowing from t h e  exteri6r '-boundaries of the Contractor  a s  a  source of 

supply and f o r  d i s t r i b u t i o n  t o  and use of the  Central Arizona Pro jec t  t o  t h e  

f u l l e s t  e x t e n t  p r a c t i c a b l e .  The S e c r e t a r y  a l s o  r e s e r v e s  t h e  r igh t  t o  

l6 I I c a p t u r e  f o r  pro jec t  use re turn  flows within the boundaries of Contractor i f  

l7 1 I i n  h i s  judgment such return flow i s  not being p u t  t o  a  benef ic ia l  use. Any 

subcont rac tor  may s e l l  i t s  re turn  flow; Provided, however, That except a s  

o therwise  agreed by the Contracting Off icer ,  such r e tu rn  flow may not be 

2o I I s o l d  f o r  use ou t s ide  the  Cont rac tor ' s  e x t e r i o r  boundaries; And provided 

2 1  1 I f u r t h e r ,  That i f  the pr ice received fo r  such re turn  flow i s  higher than t h e  

22 1 I p r i c e  paid f o r  such project  water ,  the amount of the  excess  p r i ce  sha l l  be 

23 1 I paid by such subcontractor t o  the Contractor f o r  appl ica t ion  aga ins t  t h e  

24 I I Cont rac to r ' s  repayment obl iga t ion  t o  the United S t a t e s .  

( b )  Any r e t u r n  flow captured  by the  United S t a t e s  and 

determined by the  Secretary t o  be su i t ab l e  and ava i l ab l e  f o r  use on lands  



w i t h i n  t h e  s e r v i c e  a r e a  and/or  b y  any s u b c o n t r a c t o r  t h e r e i n  may be d e l i v e r e d  

b y  t h e  U n i t e d  S t a t e s  t o  a  s u b c o n t r a c t o r  as a  p a r t  o f  t h e  w a t e r  supp ly  f o r  

w h i c h  t h e  s u b c o n t r a c t o r  c o n t r a c t s  h e r e u n d e r  and  such  w a t e r  s h a l l  b e  

accoun ted  and p a i d  f o r  p u r s u a n t  t o  t h e  p r o v i s i o n s  h e r e o f .  

8.14 Wate r  and A i r  P o l l u t i o n  C o n t r o l .  The C o n t r a c t o r ,  i n  

c a r r y i n g  o u t  t h i s  c o n t r a c t ,  s h a l l  comply w i t h  a l l  a p p l i c a b l e  wa te r  and a i r  

p o l l u t i o n  l a w s  and r e g u l a t i o n s  o f  t h e  U n i t e d  S t a t e s  a n d  t h e  S t a t e  o f  

A r i z o n a ,  and s h a l l  o b t a i n  a l l  r e q u f r e d  p e r m i t s  o r  l i c e n s e s  f r o m  t h e  

a p p r o p r i a t e  F e d e r a l ,  S t a t e ,  o r  l o c a l  a u t h o r i t i e s .  

8.15 Q u a l i t y  o f  W a t e r .  The o p e r a t i o n  a n d  m a i n t e n a n c e  o f  

p r o j e c t  f a c i l i t i e s  s h a l l  be pe r fo rmed  i n  such manner as i s  p r a c t i c a b l e  t o  

m a i n t a i n  t h e  q u a l i t y  o f  p r o j e c t  w a t e r  made a v a i l a b l e  t h r o u g h  s u c h  

f a c i l i t i e s  a t  t h e  h i g h e s t  l e v e l  reasonab ly  a t t a i n a b l e  as de te rm ined  b y  t h e  

C o n t r a c t i n g  O f f i c e r  o r  t h e  O p e r a t i n g  Agency. N e i t h e r  t h e  U n i t e d  S t a t e s  n o r  

t h e  O p e r a t i n g  Agency w a r r a n t s  t h e  q u a l i t y  o f  w a t e r  a n d  a r e  u n d e r  n o  

o b l i g a t i o n  t o  c o n s t r u c t  o r  f u r n i s h  w a t e r  t r e a t m e n t  f a c i l i t i e s  t o  m a i n t a i n  

o r  b e t t e r  t h e  q u a l i t y  o f  water .  

8.16 Exchanqe Wate r .  Where t h e  S e c r e t a r y  de te rm ines  t h a t  a 

s u b c o n t r a c t o r  i s  p h y s i c a l l y  a b l e  t o  r e c e i v e  Colorado R i v e r  mainstream w a t e r  

i n  exchange f o r  o r  i n  rep lacement  o f  e x i s t i n g  s u p p l i e s  o f  s u r f a c e  w a t e r  f r o m  

sources o t h e r  t h a n  t h e  Co lorado R i v e r  t o  p r o v i d e  w a t e r  s u p p l i e s  f o r  u s e r s  

u p s t r e a m  f r o m  New W a d d e l l ,  M o d i f i e d  Rooseve l  t a n d  B u t t e s  Dams, t h e  

S e c r e t a r y  may r e q u i r e  t h a t  s a i d  s u b c o n t r a c t o r  ag ree  t o  a c c e p t  s a i d  

mains t ream w a t e r  i n  exchange f o r  o r  f n  replacement o f  s a i d  e x i s t i n g  s u p p l i e s  

pu rsuan t  t o  t h e  p r o v i s i o n s  o f  S e c t i o n  304(d) o f  t h e  B a s i n  P r o j e c t  Act. 
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8.17 Riqhts Reserved t o  t he  United S ta tes  t o  Have Water Carried 

by P r o j e c t  F a c i l i t i e s .  As a  c o n d i t i o n  t o  the construction of p ro j ec t  

f a c i l i t i e s  and the de l ive ry  of water hereunder, t he  Contractor agrees t h a t  

a l l  p r o j e c t  f a c i l i t i e s  wi l l  be a v a i l a b l e  f o r  the diversion,  t r anspor t a t ion ,  

and  c a r r i a g e  of w a t e r  f o r  I n d i a n  and non-Indian u s e s  pu r suan t  t o  

arrangements o r  con t r ac t s  t he re fo r  en tered  into on t h e i r  behalf with t h e  

S e c r e t a r y .  In t h e  event  t he  r e s p o n s i b i l i t y  f o r  the  OM&R of p r o j e c t  

f a c i l i t i e s  i s  t r a n s f e r r e d  t o  and assumed by the  Operating Agency, such 

t r a n s f e r  sha l l  be subjec t  to  the condi t ion  t h a t  t he  Operatfng'dgency s h a l l  

d i v e r t ,  t r a n s p o r t ,  and c a r r y  such water f o r  such uses pursuant to t h e  

provi s i o n s  of the a foresa id  arrangements o r  contracts ;  Provided, however, 

That t h e  a foresa id  arrangements o r  c o n t r a c t s  will  include provisions fo r  t h e  

payment of appl icable  construct ion c o s t s  and OM&R c o s t s  in accordance wi th  

A r t i c l e s  9 .3  and 9.6 of t h i s  con t r ac t .  

8 . 1 8  W h e e l i n g  N o n - P r o j e c t  Wate r .  A f t e r  t a k i n g  i n t o  

cons ide ra t ion  the  water de l ivery  requirements of cont rac ts  f o r  p ro j ec t  water  

s e r v i c e  and subject  t o  a v a i l a b i l i t y  of pro jec t  capaci ty,  non-project water  

may be wheeled through pro jec t  f a c i l i t i e s  pursuant t o  wheeling agreements 

between t h e  Contractor and the e n t i t y  des i r ing  to use pro jec t  f a c i l i t i e s  f o r  

wheeling purposes. All such agreements sha l l  be subject  t o  the approval of  

the  Contract ing Off icer  who sha l l  cons ider ,  among o ther  th ings ,  the  impact 

t h a t  t h e  wheeling of such non-project water will have on the qua l i t y  of 

p r o j e c t  water.  The Contractor and the Contracting Of f i ce r  sha l l  j o i n t l y  

develop a  standard form of wheeling agreement including the r a t e  s t ruk tu re  

f o r  wheeling non-project water. All wheeling charges shal l  be paid to  t h e  

Cont rac tor  by the e n t i t y  contract ing f o r  t he  wheeling of non-project water. 



The Contractor shall be entitled to retain revenues from wheeling charges 

sufffcient to cover all OM&R costs associated with wheeling such non-project 

water, plus an administrative charge to be jointly determined by the 

Contractor and the Contracting Officer. All revenues from wheeling charges 

in excess of the OM&R costs and administrative charges shall be remitted by 

the Contractor to the Contracting Officer and deposited into the 

Development Fund. 

8.19 Use of Project Power to Wheel Non-Project Water. If the 

energy requirements necessary for the pumping of project water are met and 

subject to the requirements of the Navajo Power Marketing Plan published in 

the Federal Reqister on December 21, 1987, project power may be used to 

wheel non-project water through project facilities under such conditions of 

use, including amounts, tfmes of use, losses, costs, and other conditions a s  

are established by the Contractor and approved by the Contracting Officer. 

9. PAYMENT OF PROJECT COSTS ALLOCATED TO CONTRACTOR 

9.1 Allocation of Construction Costs. 

(a) Upon completfon of each construction stage, the 

Contractfng Officer will allocate costs to the various project purposes 

using the separable costs-remaining benefits procedure. 

(b) For repayment purposes the reimbursable cost allocated 

to irrigation and M&I water by the separable costs-remaining benefits 

procedure will be combined and will hereinafter be termed the "water supply 

allocation." Upon completion of each construction stage, and at the 

periodic intervals specified in Subarticle 9.3(d), suballocation of the ' 

water supply allocation will be made to the irrigation and M&I water 

functions proportional to the water estimated to be used for each purpose 



d u r i n g  t h e  repayment p e r i o d  o f  each c o n s t r u c t i o n  stage. The c o s t  t h u s  

s u b a l  l o c a t e d  t o  t h e  i r r i g a t f o n  f u n c t i o n  wi  11 h e r e i n a f t e r  be termed t h e  

"1  n t e r e s t - f r e e  a l l o c a t i o n . "  The c o s t  t hus  subal l o c a t e d  t o  t h e  M&I w a t e r  

f u n c t i o n  s h a l l  be  added t o  t h e  c o s t  a l l o c a t e d  t o  t h e  commercfal power 

f u n c t l o n ,  p l u s  i n t e r e s t  d u r f n g  c o n s t r u c t i o n  f o r  both,  and t h e  sum w i l l  

h e r e i n a f t e r  be  termed t h e  " i n t e r e s t - b e a r i n g  a1 l o c a t i o n . "  

( c )  D u r i n g  c o n s t r u c t i o n ,  s imple  i n t e r e s t  a t  t h e  r a t e  o f  

3.342 p e r c e n t  p e r  annum s h a l l  be  charged on c o s t s  a l l o c a t e d  t o  t h e  f n t e r e s t -  

b e a r i n g  f u n c t i o n  a s  a d j u s t e d  b y  t h e  Sec re ta ry  ( f  .e., n e t  d f  sbursements - 

reduced b y  c o n t r a c t  ho ldbacks,  revenues a p p l i e d  t o  c o n s t r u c t i o n  cos t ,  and  

n o n r e i m b u r s a b l e  expenses f i n a n c e d  f rom c o n s t r u c t i o n  funds). The t o t a l  

amount o f  a l l  i n t e r e s t  t h u s  accumulated through t h e  c o n s t r u c t i o n  p e r i o d  

p r i o r  t o  t h e  d a t e  o f  c o m p l e t i o n  o f  each c o n s t r u c t i o n  stage s h a l l  be added t o  

and become p a r t  o f  t h e  a c t u a l  c o n s t r u c t i o n  c o s t  o f  each c o n s t r u c t i o n  s tage.  

I n t e r e s t  d u r i n g  c o n s t r u c t i o n  s h a l l  n o t  a c c r u e  d u r i n g  any p e r i o d  i n  

wh ich  c o n s t r u c t i o n  i s  d e f e r r e d  o r  postponed by the  U n i t e d  S ta tes  as a  r e s u l t  

o f  a  n a t i o n a l  emergency, as  determined b y  t h e  S e c r e t a r y ,  i f  a u t h o r i t y  t o  

f o r e g o  such i n t e r e s t  e x i s t s  o r  i s  made a v a i l a b l e  t o  t h e  Secre tary .  

9.2 Repayment Concepts. 

(a)  Cos ts  s u b a l l o c a t e d  t o  non-Indiat l  i r r i g a t i o n  w a t e r  w i l l  

be  p a i d  b y  t h e  s u b c o n t r a c t o r s  t o  t h e  C o n t r a c t o r  on the  b a s i s  o f  t h e i r  

a b i l i t y  t o  pay as de te rm ined  b y  t h e  Sec re ta ry .  

( b )  C o s t s  a l l o c a t e d  t o  c o m m e r c i a l  p o w e r  and  c o s t s  

s u b a l l o c a t e d  t o  M & I  w a t e r  use s h a l l  be combined and r e p a i d  w i t h  i n t e r e s t  a t  

a  r a t e  o f  3.342 p e r c e n t  p e r  annum on t h e  unpa id  balance.  

( c )  Re imbursab le  c o s t s  a1 l o c a t e d  t o  r e c r e a t i o n  and f i  sh  



and w i l d l i f e  a r e  a n t i c i p a t e d  t o  be covered by a separate  contract  and repaid 

by the  b e n e f i c i a r i e s  t he reo f .  

( d )  Repayment of c o s t s  a l loca ted  t o  i r r i ga t ion  of Indian 

l a n d s  s h a l l  be g o v e r n e d  by t h e  p r o v i s i o n s  of Sec t ion  402 of t h e  

Basin Pro jec t  Act. 

( e )  Repayment of t h e  pro jec t  w i l l  occur by cons t ruc t ion  

s t ages ,  with each s t a g e  havfng a  separate  50-year repayment schedule. Upon 

c o m p l e t i o n  o f  e a c h  c o s t  a l l o c a t i o n  s t u d y  r e f e r r e d  t o  i n  

S u b a r t i c l e  9 . l ( a ) ,  subsequent  t o  t h e  f n i  t i a l  s tudy associated w i t h  t h e  

f i r s t  cons t ruc t ion  s t age ,  t he  Contractor 's  repayment obl igat ion and t h e  

obl iga t ion  a l l o c a t e d  t o  each construct ion s tage wi l l  be adjusted based on 

t h e  l a t e s t  c o s t  a l l o c a t i o n  s tudy,  and the Contractor wi l l  be provided with a  

rev ised  repayment schedule f o r  t he  pro jec t  and each construction s tage .  The 

Contractf ng O f f i c e r  w i  11 a d j u s t  previous pr inc ipa l  and i n t e r e s t  payments 

made by the Cont rac tor  t o  r e f l e c t  the  new repayment schedule. For each 

year  where an adjustment i n  payments i s  necessary, t he re  wi l l  be an over o r  

underpayment which w i l l  accrue with i n t e r e s t  a t  t he  r a t e  of 3.342 percent 

per  annum (compounded annual ly)  t o  the  adjustment da t e .  I f  the adjustment 

i n d i c a t e s  t h a t  t h e  C o n t r a c t o r  ove rpa id  p r i n c i p a l  and f n t e r e s t ,  t h e  

Contractor  s h a l l  be e n t i t l e d  t o  a  c r e d i t  aga ins t  i t s  next payments to  t h e  

United S t a t e s .  Conversely, i f  the  Contractor owes addi t ional  pr incipal  and 

f n t e r e s t  t o  the  United S t a t e s ,  such amount sha l l  be paid to t h e  United 

S t a t e s  by the  Contractor  within 12 months of r ece ip t  o f  a  statement therefor  

from the Contract ing Of f i ce r .  The Contractor may use the repayment reserve 

fund under S u b a r t i c l e  10.3(b)  hereof fo r  any payment t o  the United S t a t e s  

required as  a r e s u l t  of the above adjustment. 



9.3 Contractor's Construction Cost Repayment Obliqation. 

( a )  The Contractor's repayment obligation shall consist of 

the total cost allocated to the water supply and power functions plus OMR 

during construction and Interest during construction on costs allocated to 

the M & I  water and power functions, but shall not include costs allocated to 

fish and wildlife and recreation, and costs associated with the dellvery of 

water to entities other than the Contractor or subcontractors. Such 

entities shall include but not be limited to Indian tribes and councils in . 

central Arizona receiving project water and the New Mexico recipients of 

water service from Hooker Dam or suitable alternative. The costs to be 

excluded shall be calculated as follows: 

(1) Costs excluded from the Contractor's repayment 

obligation for New Mexico water service shall be 

determined by multiplying the project costs 

allocated to the water supply function by the ratio 

developed by dividing the quantity of project water 

projected to be delivered throughout the overall 

repayment period to water users in Arizona 

in exchange for water delivered to users 

in New Mexico from or by means of project 

works, by the total quantity of Colorado River 

water projected to be delivered by the project 

throughout the overall repayment period. 

(ii) The amount of o'ther project costs which shall 

be excluded from the Contractor's repayment 

obligation shall be determined by multiplying the 



project costs allocated to the water supply 

function by a ratio developed by dividing the 

quantity of project water projected to be delivered 

throughout the overall repayment period to entities 

other than the Contractor, the subcontractors, and 

those users in New Mexico to whom water has been 

made available through the construction o f  

Hooker Dam or suitable alternative by the 

total quantity of project water projected to be 

delivered throughout the overall repayment period; 

Provided, That project water projected to be 

delivered to such users will be computed based on 

an assumption of full development not later than 

the year 2005. 

(b) The costs determined under Subarticles 9.3(a)(i) and 

(ii) above shall be subtracted from the water supply costs obtained from the 

separable costs-remaf ning benefits procedure to determine the Contractor1 s 

water supply costs. The Contracting Officer shall suballocate the 

Contractor's water supply costs to each of the construction stages based on 

the ratios obtained by dfviding the allocable cost of the construction stage 

by the allocable cost of the project (see Operation 1, Exhibit "A"). The 

water supply costs assigned to each construction stage are then further 

suballocated between irrigation and M&I water use in proportion to projected 

total water deliveries to each function over the 50-year repayment period of 

each construction stage (Operation 2, Exhibit "A"). The summarization of 

the suballocations to each construction stage determines the total water 
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supply cost to be assigned to irrigation and M&I water use (Operation 3, 

Exhibit " A " ) .  To determine the Contractor's repayment obligation, the 

Contractor's water supply suballocation to irrigation and M & I  water uses, 

and the power allocation from the separable costs-remaining benefits 

procedure, shall each be adjusted for any revenues received by the 

United States prior to the notice(s) of completion and for any contributions 

received by the United States under the Plan 6 Funding Agreement for the 

features constructed i n  that stage, and for the 500 cubic feet per second of 

incremental capacity in the Granite Reef Aqueduct and pumping plants (see 

Article 9.7) to determine the net amount of each function assigned to the 

Contractor (Operation 4, Exhibit " A " ) .  The Contractor's repayment 

obligation shall be the summation of the net amount for each function. 

(c) Once the Contractor's estimated or final repayment 

obligation has been determined by the Contracting Officer, the obligation 

shall be a1 located to each construction stage based on the ratio obtained by 

dividing the allocable cost of each construction stage by the allocable cost 

o f  the project. Each construction stage will have a separate 50-year 

repayment period. The repayment obligation for each stage will be divided 

i nto i nterest-bearing and i nterest-free components. The interest-free 

component shall be the amount allocable to irrigation purposes for the 

stage. The interest-bearing component will be the amount obtained by 

subtracting the irrigation allocation for the stage from the obligation for 

the stage. The principal payments for each stage shall be determined by 

applying the percentages in Subarticle 9 . 3 ( f )  to the repayment obl igation 

for each stage. The total payment for each stage for any year shall be 

equal to the principal payment plus interest at the rate of 3.342 percent 



I received by the Contractor each year will be used by the United States to 

reduce the interest-free obligation. The remaining portion of the principal 

payments made by the Contractor each year for the water supply system will 

be used by the United States to reduce the interest-bearing obligation, and 

once the interest-bearing obligation has been retired, the entire principal 

payment made by the Contractor will be applied by the United States toward 

the interest-free obligation. For the other construction stages, the entire 

1 

2 

3 

prfncipal payment made by the Contractor each year for such stages will be 

applied by the United States to reduce the interest-bearing obligation 

per annum on the unpaid interest-bearing component of the repayment 

obligation for each stage. For the water supply system, the portfon of each 

principal payment which is made by the Contractor from irrigation revenues 

13 first, and once such obligation has been retired, to reduce the interest- 

I I free obligation. 

I I (d) At 7-year intervals following the determination of the 

Contractor's repayment obligation for the water supply system, or at more 

frequent intervals if tt becomes apparent to the Contracting Officer that a 

significant change in water use has or will occur, until such time as the 

interest-bearing obl igation for each construction stage has been repaid, the 

Contracting Officer will re-estimate the proportions of total water 

deliveries to irrigation and M&I water use over the 50-year repayment period 

for each stage. At such intervals, the Contracting Officer will adjust the 

23 1 I original interest-bearing and interest-free allocation for each stage based 

4 I I on the new estimates and recalculate all preceding interest payments. 

2 5 
1 1 Differences between amounts owed and amounts paid by the Contractor shall be 

26 
adjusted by the Contracting Officer, who shall apply a credit against the 



6 1 I O f f i c e r  t h e r e f o r .  The Cont rac to r  may use the repayment reserve fund under 

1 

2 

3 

4 

5 

C o n t r a c t o r ' s  n e x t  payment due o r  n o t i f y  the  Cont ractor  o f  the a d d i t i o n a l  

amount due, as t h e  case-may be. A l l  such adjustments s h a l l  i nc lude  i n t e r e s t  

a t  t h e  r a t e  o f  3.342 p e r c e n t  p e r  annum (compounded annua l l y ) .  Any 

a d d i t i o n a l  payments r e q u i r e d  f rom t h e  Con t rac to r  s h a l l  be made w i t h i n  

12 months o f  t h e  Con t rac to r ' s  r e c e i p t  o f  a  statement f rom the Con t rac t i ng  

9 I I (e) The Con t rac t i ng  O f f i c e r  w i l l  n o t i f y  the  Cont rac to r  o f  

7 

8 

10 I I (i) i t s  e s t i m a t e d  repayment o b l l g a t i o n  when c o n s t r u c t i o n  o f  t h e  f i r s t  

S u b a r t i c l e  10.3(b) hereo f  f o r  any payment t o  the Un i t ed  S ta tes  r equ i r ed  as a  

r e s u l t  o f  t h e  above adjustment.  

l1 I I c o n s t r u c t i o n  stage i s  s u b s t a n t i a l l y  complete and upon complet ion o f  each 

l2 I I subsequent c o n s t r u c t i o n  stage, and ( i i ) the  actual  repayment ob l  i g a t i o n  when 

l5 I I o f  t h e  w a t e r  supply system, New Waddell Dam, and Mod i f i ed  Roosevelt Dam, t h e  

13 

14 

l6 I I C o n t r a c t o r ' s  ac tua l  repayment o b l i g a t i o n  s h a l l  be l i m i t e d  t o  $2.0 b i l l i o n .  

t h e  f i n a l  c o n s t r u c t i o n  s t age  has been completed, as determined by t h e  

C o n t r a c t i n g  O f f i c e r .  I n  the event t h a t  the p r o j e c t  u l t i m a t e l y  cons i s t s  o n l y  

17 I I I f  p r i o r  t o  complet ion o f  c o n s t r u c t i o n  o f  such f ea tu res  the  Con t rac t i ng  

l8 I .I O f f i c e r  de te rm ines  t h a t  t h e  C o n t r a c t o r ' s  repayment o b l i g a t i o n  f o r  such 

l9 1 I f e a t u r e s  w i l l  exceed $2.0 b i  11 ion,  t h e  Cont ract ing O f f i c e r  s h a l l  c o n s u l t  

20 1 I w i t h  t h e  Con t rac to r  and c o n t i n u a t i o n  o f  cons t ruc t ion  w i l l  be con t ingen t  upon 

2 1 I I t h e  execu t i on  o f  an amendatory c o n t r a c t  t o  cover the increased repayment 

22 I 1 o b l i g a t i o n .  I f  cons t ruc t i on  o f  any o t h e r  cons t ruc t ion  stage w i l l  r e s u l t  i n  

23 1 I an i nc rease  i n  the  C o n t r a c t o r ' s  repayment o b l i g a t i o n  by an amount equal t o  

24 I I o r  l e s s  t h a n  'the r espec t i ve  amount i d e n t i f i e d  i n  E x h i b i t  "B," which i s  

I I at tached  he re to  and made p a r t  o f  t h i s  con t rac t ,  t he  Con t rac to r ' s  repayment 
2 5 

2 6 
c e i l i n g  may, a f t e r  c o n s u l t a t i o n  w i t h  the  Cont ractor ,  be increased by t h e  



Con t rac t i ng  O f f i c e r  by  an amount equal t o  o r  less  than the respec t i ve  amount 

i d e n t i  f i e d  i n  E x h i b i t  "St' by w r i t t e n  n o t i c e  t he reo f  from the  Cont rac t ing  

O f f i c e r  t o  t h e  Cont rac to r .  I f  cons t ruc t i on  o f  such o ther  cons t ruc t i on  

stage w i l l  r e s u l t  i n  an increase i n  the  Cont rac to r ' s  repayment o b l i g a t i o n  

by an amount g r e a t e r  than t he  respec t i ve  amount i d e n t i f i e d  i n  E x h i b i t  "B," 

t h e  C o n t r a c t i n g  O f f i c e r  s h a l l  c o n s u l t  w i t h  t h e  C o n t r a c t o r  and t h e  

C o n t r a c t o r  and t h e  C o n t r a c t i n g  O f f i c e r  s h a l l  agree upon one o f  t h e  

f o l l o w i n g  courses o f  a c t i o n  p r i o r  t o  i n i t i a t i o n  o f  cons t ruc t i on  o f  such 

c o n s t r u c t i o n  stage: (1) t h a t  a d d i t i o n a l  repayment c e i l i n g  be made a v a i l a b l e  

f rom o the r  c o n s t r u c t i o n  stages, i n  which event t h e  Cont rac to r ' s  repayment 

c e i l i n g .  w i  11 be increased t o  the  agreed-to amount by w r i t t e n  no t i ce  f rom 

the  Con t rac t i ng  O f f i c e r  t o  t h e  Contractor;  o r  (2) t h a t  t h i s  con t rac t  be 

renego t i a t ed  t o  i nc rease  t he  Cont rac to r ' s  repayment c e i  1  ing; Provided, Tha t  

t hese  courses  o f  a c t i o n  s h a l l  a l s o  app ly  i n  t h e  event t ha t ,  p r i o r  t o  

complet ion o f  c o n s t r u c t i o n  o f  such stage, t h e  Cont rac t ing  O f f i c e r  determines 

t h a t  t h e  c o n s t r u c t i o n  o f  such stage w i l l  r e s u l t  i n  an increase i n  t h e  

Con t rac to r '  s  repayment ob l  i g a t i o n  by an amount g r e a t e r  than the respec t i ve  

amount i d e n t i f i e d  i n  E x h i b i t  "B." 

( f )  Annual percentages o f  t h e  repayment o b l i g a t i o n  f o r  each 

c o n s t r u c t i o n  stage s h a l l  be those se t  ou t  i n  the f o l l o w i n g  schedule or'  any 

r e v i s i o n  t h e r e o f  m u t u a l l y  agreed upon: 

Repayment Year 
1-7 

Percent o f  Repayment 
O b l i q a t i o n  (Annual) 

1.0 
1 .3  
1.6 
2.0 
2.6 
2.7 
2.7 
2 .7  



( g )  I n  t h e  event  t h a t  t h e  Secre ta ry  c o n t r a c t s  f o r  d e l i v e r y  

o f  non-p ro jec t  wa te r  under t h e  p r o v i s i o n s  o f  A r t i c l e  10.1, c a p i t a l  charges 

a s s o c i a t e d  w i t h  such d e l i v e r y  s h a l l  be c a l c u l a t e d ,  charged, and u t i l i z e d  i n  

t h e  same manner a s  c a p i t a l  charges  d e p o s i t e d  i n  t h e  Development Fund 

p u r s u a n t  t o  A r t i c l e  8.18. 

9.4 Payment  o f  C o n t r a c t o r ' s  C o n s t r u c t i o n  C o s t  Repayment  

O b l i q a t i o n .  

( a )  The C o n t r a c t o r  s h a l l  make annual payments t o  t h e  

U n i t e d  S t a t e s ,  t o  be c r e d i t e d  t o  t h e  Development Fund, which s h a l l  be 

s u f f i c i e n t ,  when combined w i t h  a c c r u a l s  f rom t h e  o t h e r  sources desc r ibed  i n  

S e c t i o n  403(f)  o f  t h e  Bas in  P r o j e c t  A c t ,  t h e  Hoover Power P l a n t  A c t  o f  1984, 

and o t h e r  misce l laneous revenues, i n c l u d i n g  b u t  n o t  l i m i t e d  t o  n e t  whee l ing  

c h a r g e s ,  t o  e f f e c t  repayment  o f  t h e  repayment  o b l i g a t i o n  f o r  e a c h  

c o n s t r u c t i o n  s tage w i t h i n  a  p e r i o d  o f  n o t  more than  50 years  beg inn ing w i t h  

t h e  y e a r  f o l l o w i n g  s u b s t a n t i a l  comp le t ion  o f  each c o n s t r u c t i o n  stage. The 

C o n t r a c t o r ' s  f i r s t  payment s h a l l  be due on o r  b e f o r e  January 15 o f  t h e  y e a r  

f o l l o w i n g  t h e  y e a r  i n  w h i c h  t h e  S e c r e t a r y  announces t h e  s u b s t a n t i a l  

comp le t ion  o f  each c o n s t r u c t i o n  stage. Annual payments t h e r e a f t e r  s h a l l  

be due on o r  b e f o r e  January 15 o f  each f o l l o w i n g  year .  

(b)  T h e  C o n t r a c t o r  a g r e e s  t o  make a n n u a l  p a y m e n t s  

c a l c u l a t e d  by t h e  Secre ta ry  as f o l l o w s :  

(i) C a l c u l a t e  t h e  annual p r i n c i p a l  payments r e q u i r e d  b y  

t h e  schedule  i n  S u b a r t i c l e  9 . 3 ( f )  o r  any r e v i s i o n  

t h e r e o f  f o r  each c o n s t r u c t i o n  s tage .  

(ii) Add t o  (i) t h e  annual i n t e r e s t ,  a t  3.342 percen t ,  

on t h e  u n p a i d  b a l a n c e  o f  t h e  i n t e r e s t - b e a r i n g  



a l l o c a t i o n  f o r  each c o n s t r u c t i o n  stage.  

(iii) D e t e r m i n e  t h e  t o t a l  amount o f  a l l  i n t e r e s t  and 

p r i n c i p a l  p a y m e n t s  d u e  f o r  a1 1  c o n s t r u c t f o n  

s tages.  

( i v )  S u b t r a c t  t h e r e f r o m  t h e  revenues es t ima ted  t o  b e  

a v a i l a b l e  f rom t h e  Development Fund a n t f c i p a t f n g  

a  z e r o  b a l a n c e  a t  t h e  end  o f  each y e a r  i n  t h e  

Development Fund. 

( v )  Make ad jus tments  f o r  d i f f e r e n c e s  between e s t i m a t e d  

and a c t u a l  revenues f o r  t h e  p reced ing  year .  

(c )  On o r  b e f o r e  e a c h  D e c e m b e r  1 5 ,  b e g i n n i n g  w i t h  

December 15 o f  t h e  y e a r  i n  wh ich  t h e  S e c r e t a r y  n o t i f i e s  t h e  C o n t r a c t o r  o f  

t h e  s u b s t a n t i a l  c o m p l e t i o n  o f  t h e  f i r s t  c o n s t r u c t i o n  stage, t h e  S e c r e t a r y  

w i l l  n o t i f y  t h e  C o n t r a c t o r  o f  t h e  amount o f  t h e  annual  payment due on t h e  

f o l l o w i n g  J a n u a r y  15, w h f c h  has been de te rm ined  by t h e  Sec re ta ry  on t h e  

b a s i s  o f  t h e  a f o r e s a i d  c a l c u l a t i o n .  

(d) The C o n t r a c t o r  may make a d d i t i o n a l  payments on t h e  

repayment o b l i g a t i o n  a t  any t i m e  s u b j e c t  t o  such te rms and c o n d i t i o n s  as may 

be ag reed  upon by  t h e  C o n t r a c t o r  and t h e  C o n t r a c t i n g  O f f i c e r ;  Prov ided,  

h o w e v e r ,  T h a t  a l l  i n t e r e s t  due i s  p a i d  a t  t h e  same t i m e ,  whereupon 

a p p r o p r i a t e  a d j u s t m e n t s  i n  t h e  schedule o f  f u t u r e  payments w i l l  be made b y  

t h e  S e c r e t a r y ,  who s h a l l  as  p r o m p t l y  a s  p o s s i b l e  g i v e  t h e  C o n t r a c t o r  

w r i t t e n  n o t i c e  o f  t h e  a d j u s t e d  repayment schedule. 

(e)  I t  i s  unders tood and agreed t h a t  t he  C o n t r a c t o r  s h a l l  

be o b l i g a t e d  f o r  t h e  payments s e t  f o r t h  i n  S u b a r t i c l e  9.4(a) hereof  and 

t h a t  r e g a r d l e s s  o f  t h e  de l i nquency  o r  d e f a u l t  i n  payment o f  any charges 



due t o  t h e  Cont rac to r  from any s u b c o n t r a c t o r ,  o r  a  diminution in  t h e  w a t e r  

s u p p l y - a v a i l a b l e  t o  t h e  C o n t r a c t o r ,  o r  r e g a r d l e s s  o f  any o t h e r  reason,  t h e  

C o n t r a c t o r  s h a l l  complete repayment of each c o n s t r u c t i o n  s t a g e  w i t h i n  a 

50-year  p e r i o d  beginning i n  t h e  y e a r  fol lowing t h e  announcement by t h e  

S e c r e t a r y  of s u b s t a n t i a l  completion o f  such c o n s t r u c t i o n  s tage .  

9 .5 Commercial Power Rates.  The S e c r e t a r y  w i  1 1 ,  c o n s i s t e n t  

w i t h  a p p l  i c a b l e  l aw,  p e r i o d i c a l l y  rev iew and p r o v i d e  f o r  a p p r o p r i a t e  

a d j u s t m e n t s  i n  t h e  r a t e s  e s t a b l i s h e d  f o r  t h e  s a l e s  of power and energy,  

revenues  from which c o n t r i b u t e  t o  t h e  Development Fund. 

9 .6  Other C o s t s  Borne by t h e  Cont rac to r .  

( a )  In a d d i t i o n  t o  t h e  payments provided f o r  i n  A r t i c l e  9 .4  

h e r e o f ,  and s u b j e c t  t o  t h e  p r o v i s i o n s  of S u b a r t i c l e  9 .6 (d)  he reof ,  d u r i n g  

s u c h  p e r i o d s  a s  t h e  U n i t e d  S t a t e s  o p e r a t e s  and m a i n t a i n s  comple ted  

c o n s t r u c t i o n  s t a g e s ,  t h e  C o n t r a c t o r  s h a l l  make advance payments f o r  

OM&R c o s t s  incurred by t h e  United S t a t e s .  The United S t a t e s  w i l l  f u r n i s h  

t h e  C o n t r a c t o r  w i t h  a n  e s t i m a t e  i n  w r i t i n g  a t  l e a s t  6  m o n t h s  

p r i o r  t o  s u b s t a n t i a l  complet ion of c o n s t r u c t i o n  of t h e  water  supply system, 

o f  t h e  OM&R c o s t  due from t h e  Cont rac to r  t o  the  end of t h e  then c u r r e n t  

y e a r ,  t o g e t h e r  w l t h  an e s t i m a t e  o f  such c o s t  f o r  t h e  c a l e n d a r  y e a r  

immediately following. Within a  reasonab le  time of t h e  r e c e i p t  o f  s a i d  

e s t i m a t e s ,  a s  determined by t h e  C o n t r a c t i n g  O f f i c e r ,  t h e  Cont rac to r  s h a l l  

advance t o  t h e  United S t a t e s  t h e  payments f o r  t h e  es t imated  OM&R c o s t  t o  t h e  

end of t h e  then c u r r e n t  y e a r  and wi thou t  f u r t h e r  n o t i c e  o r  demand s h a l l  on 

December 15 of t h e  then c u r r e n t  y e a r  and on June 15 of t h e  fol lowing y e a r  . 

a d v a n c e  t o  t h e  U n i t e d  S t a t e s  i n  e q u a l  semiannua l  i n s t a l l m e n t s  t h e  

C o n t r a c t o r ' s  s h a r e  o f  t h e  e s t i m a t e d  c o s t ,  i n c l u d i n g  s u p e r v i s i o n  and 



1 

2 

8 1 1  i r r i g a t i o n  and M & I  w a t e r  s u p p l y  f u n c t i o n s  l e s s  (1) t h e  c o s t s  desc r i bed  i n  

a d m i n i s t r a t i v e  expense f o r  t h e  OM&R o f  t h e  w a t e r  supp ly  system. Advance 

payments  s h a l l  b e  made i n  subsequent  y e a r s  b y  t h e  C o n t r a c t o r  t o  t h e  

3 

4 

5 

6 

7 

9 1 1  S u b a r t i c l e  9.6(c)  h e r e o f ,  and (ii) an amount de termined by m u l t i p l y i n g  t h e  

U n i t e d  S t a t e s  on t h e  b a s i s  o f  e s t i m a t e s  t o  be f u r n i s h e d  by  t h e  U n i t e d  S t a t e s  

on o r  b e f o r e  November 15 p r e c e d i n g  s a i d  subsequent y e a r  and t h e  advances o f  

s a i d  payments s h a l l  b e  due and payab le  i n  equa l  semiannual payments on t h e  

f o l l o w i n g  December 15  and  J u n e  15. S a i d  OM&R c o s t s  a r e  t h e  t o t a l  annual  

OM&R c o s t s  o f  comp le ted  c o n s t r u c t i o n  s tages w h i c h  a r e  a l l o c a t e d  t o  t h e  

lo I I t o t a l  o f  s a i d  annua l  c o s t s  b y  t h e  r a t i o  o b t a i n e d  by d i v i d i n g  t h e  e s t i m a t e d  

l1 I I amount o f  p r o j e c t  w a t e r  p r o j e c t e d  t o  be d e l i v e r e d  i n  t h e  subsequent yea r  t o  

l5 1 I be d e l i v e r e d  f o r  use i n  t h a t  y e a r .  

12 

13 

14 

16 I I (b)  D i f f e r e n c e s  between a c t u a l  OM&R c o s t s  and t h e  es t ima ted  

e n t i t i e s  o t h e r  t h a n  t h e  C o n t r a c t o r ,  t h e  s u b c o n t r a c t o r s ,  and those  e n t i t i e s  

i n  New Mex ico  t o  w h i c h  p r o j e c t  w a t e r  w i l l  be made a v a i l a b l e  f rom Hooker Dam 

o r  s u i t a b l e  a l t e r n a t i v e ,  b y  t h e  t o t a l  amount o f  p r o j e c t  w a t e r  es t imated t o  

l7 I I c o s t s  s h a l l  be d e t e r m i n e d  by t h e  C o n t r a c t i n g  O f f i c e r  and s h a l l  be a d j u s t e d  

20 1 I a r e  l i k e l y  t o  be  i n s u f f i c i e n t  t o  pay t h e  above-mentioned OM&R c o s t s  d u r i n g  

18 

19 

2 1 I I such y e a r ,  a d d i t i o n a l  and s u f f i c i e n t  sums o f  money s h a l l  be p a i d  f o r t h w i t h  

i n  n e x t  succeed ing e s t i m a t e s ;  Prov ided,  however, Tha t  i f  i n  t h e  o p i n i o n  o f  

t h e  C o n t r a c t i n g  O f f i c e r  t h e  amounts advanced by the C o n t r a c t o r  f o r  any y e a r  

22 

23 

2 4 

25 

2 6 

' 

d e f i c i e n c y .  

( c )  The C o n t r a c t o r ' s  o b l i g a t i o n  t o  pay  s a i d  OM&R c o s t s  

b y  t h e  C o n t r a c t o r  t o  t h e  U n i t e d  S t a t e s  upon n o t i c e  t h e r e o f  and demand 

t h e r e f o r  b y  t h e  C o n t r a c t i n g  O f f i c e r ;  P r o v i d e d ,  f u r t h e r ,  Tha t  t h e  

U n i t e d  S t a t e s  w i l l  g i v e  C o n t r a c t o r  reasonab le  n o t i c e  i n  advance o f  any such 



of  completed c o n s t r u c t i o n  s t a g e s  w i l l  be reduced t o  the  e x t e n t  t h a t  p r o j e c t  

w a t e r  i s  made a v a i l a b l e  f o r  use  i n  New Mexico following completion o f  

Hooker  Dam o r  s u i t a b l e  a l t e r n a t i v e .  S a i d  r e d u c t i o n  w i l l  be i n  t h e  

p ropor t ion  which t h e  q u a n t i t y  of p r o j e c t  w a t e r  projected t o  be d e l i v e r e d  t o  

w a t e r  u s e r s  in  Arizona,  i n  exchange f o r  G i l a  River system w a t e r s  d e l i v e r e d  

t o  wa te r  u s e r s  i n  New Mexico from o r  by means of p r o j e c t  works, b e a r s  t o  t h e  

t o t a l  q u a n t i t y  of Colorado River  w a t e r  p ro jec ted  t o  be d e l i v e r e d  t o  t h e  

p r o j e c t  t h a t  y e a r .  

( d )  In t h e  e v e n t  t h a t  r e s p o n s i b i l i t y  f o r  OM&R o f  p r o j e c t  

f a c i l i t i e s  i s  t r a n s f e r r e d  t o  and assumed by t h e  Contractor ,  t h e  Cont rac to r  

s h a l l  be r e l i e v e d  of t h e  o b l i g a t i o n  t o  make OM&R payments a s s o c i a t e d  w i t h  

such f a c i l i t i e s  under S u b a r t i c l e  9 . 6 ( a )  o f  t h i s  c o n t r a c t .  In t h a t  e v e n t ,  

t h e  United S t a t e s  s h a l l  pay o r  provide f o r  payment o f  OM&R c o s t s  a s s o c i a t e d  

w i t h  d e l i v e r y  o f  w a t e r  t o  e n t i t i e s  o t h e r  than  the  C o n t r a c t o r  and t h e  

s u b c o n t r a c t o r s .  Such c o s t s  s h a l l  be  computed i n  a c c o r d a n c e  w i t h  

S u b a r t i c l e  9 . 6 ( a )  of t h i s  c o n t r a c t .  I f  t h e  Contractor  does n o t  r e c e i v e  

payment fn  advance f o r  such c o s t s ,  t h e  Cont rac to r  s h a l l  have no o b l i g a t i o n  

t o  d e l i v e r  such water .  

( e )  D u r i n g  t h e  Hoover  Dam c o s t - r e p a y m e n t  p e r i o d ,  t h e  

C o n t r a c t o r  s h a l l  pay t o  t h e  United S t a t e s  t h e  sum of $0.25 f o r  each a c r e -  

f o o t  o f  w a t e r  pumped from Lake Havasu f o r  miscellaneous and M&I w a t e r  

purposes a s  determined by t h e  Cont rac t ing  O f f i c e r .  The q u a n t i t y  of w a t e r  

pumped f o r  such purposes w i l l  be determined by t h e  Contract ing O f f i c e r  a t  

t h e  end o f  each ca lendar  y e a r  and t h e  Cont rac to r  n o t i f i e d  of t h e  amount due  

by March 1 of  each subsequent y e a r .  Payment sha l l  be due on May 1 fol lowing 

n o t i f i c a t i o n .  Said  payment s h a l l  be c r e d i t e d  t o  the  Colorado River  Dam Fund 

46 



e s t a b l i s h e d  b y  S e c t i o n  2 o f  t h e  B o u l d e r  Canyon P r o j e c t  Ac t .  

9 . 7  Repayment o f  C o s t s  o f  Excess  C a p a c i t y  i n  G r a n i t e  Ree f  

Aqueduct .  The c o s t s  o f  p r o v i d i n g  any c a p a c i t y  i n  t h e  G r a n i t e  Reef  Aqueduct 

and pumping p l a n t s  i n  excess o f  2,500 c u b i c  f e e t  p e r  second s h a l l  be r e p a i d  

b y  C o n t r a c t o r  f r om f u n d s  a v a i l a b l e  t o  A r i z o n a  p u r s u a n t  t o  t h e  p r o v i s i o n s  o f  

S e c t i o n  403( f )  o f  t h e  B a s i n  P r o j e c t  A c t ,  o r  b y  funds  f rom sources  o t h e r  t h a n  

t h e  Development Fund. 

9.8 Ad V a l o r e m  Taxes,  Assessments,  T o l l s ,  and O t h e r  Charqes. 

W i t h i n  t h e  l e g a l  l i m i t s  a v a i l a b l e  t o  i t ,  t h e  C o n t r a c t o r  s h a l l  l e v y  

ad va lo rem t a x e s  upon t h e  t a x a b l e  p r o p e r t y  w i t h i n  t h e  s e r v i c e  a r e a  o f  t h e  

C o n t r a c t o r  a t  r a t e s  d e t e r m i n e d  necessary  b y  t h e  C o n t r a c t o r  t o  r a i s e  funds 

wh ich ,  t o g e t h e r  w i t h  t h e  revenues f r o m  t h e  s a l e  o f  wa te r  and such f i n a n c i a l  

a s s i s t a n c e  f r o m  t h e  Deve lopment  Fund a s  t h e  S e c r e t a r y  d e t e r m i n e s  i s  

a v a i l a b l e  t h e r e f o r ,  a r e  s u f f i c i e n t  t o  meet t h e  o b l i g a t i o n s  o f  t h e  C o n t r a c t o r  

t o  make i n  f u l l  a l l  payments t o  t h e  U n i t e d  S t a t e s  on o r  b e f o r e  t h e  da te  such 

payments become due and  t o  meet i t s  o t h e r  o b l i g a t i o n s  under t h i s  c o n t r a c t .  

9 .9  C o n t i n u a t i o n  o f  Payments A f t e r  P r o j e c t  Payout. F o l l o w i n g  

payment t o  t h e  U n i t e d  S t a t e s  o f  t h e  C o n t r a c t o r ' s  f i n a l  payment f o r  t h e  l a s t  

c o n s t r u c t i o n  stage,  t h e  C o n t r a c t o r  s h a l l  c o n t i n u e -  t o  make annual payments t o  

t h e  U n i t e d  S t a t e s  t o  b e  c r e d i t e d  t o  t h e  Development Fund i n  amounts e q u a l  t o  

t h e  average annual  p r i n c i p a l  payment f o r  t h e  p r o j e c t  d u r i n g  t h e  o v e r a l l  

r e p a y m e n t  p e r i o d .  I n  t h e  e v e n t  t h a t  no  a u g m e n t a t i o n  p r o j e c t ,  as  

con temp la ted  i n  t h e  B a s i n  P r o j e c t  A c t ,  has been a u t h o r i z e d  o r  i s  under 

a c t i v e  c o n s i d e r a t i o n  b y  t h e  Congress a t  t h e  t ime  p r o j e c t  c o n s t r u c t i o n  c o s t s  

have been r e p a i d  i n  f u l l ,  payments under  t h i s  fo rmula  w i l l  be n o t  requ i red ;  

P r o v i d e d ,  however ,  T h a t  payments w i l l  commence a f t e r  repayment of t h e  



pro jec t  c o s t s  pursuant t o  t h e  formula, o r  any adjustment thereof agreed t o  

by t h e  p a r t i e s ,  a t  such time a s  an augmentation pro jec t  i s  authorized by 

Congress and t h e  cos t s  thereof  a l l oca t ed  t o  the Contractor a r e  determined by 

the  Secre ta ry .  

9.10 Defaults.  

( a )  The C o n t r a c t o r  s h a l l  pay a  p e n a l t y  on payments ,  

i n s t a l lmen t s  o r  charges which become delinquent,  computed a t  the  r a t e  of 

1 percent  per  month on the amount of such delinquent payments, i n s t a l lmen t s ,  

o r  charges from and a f t e r  t he  da t e  when the same become due un t i l  paid. 

(b)  No water  sha l l  be furnished t o  the Contractor  during 

any period in  which t h e  Contractor  may be in a r r ea r s  more than 12 months i n  

the  payments t o  the United S t a t e s  required by Ar t i c l e  9 .4  hereof.  
. 

( c )  All r i g h t s  of act ion f o r  breach of t h i s  con t r ac t  a r e  

reserved t o  t h e  United S t a t e s  a s  provided by Federal law. 

10. GENERAL PROVISIONS 

1 0 . 1  Other C o n t r a c t s .  The Sec re t a ry  r e s e r v e s  t he  r i g h t  t o  

c o n t r a c t .  d i r e c t l y  with o t h e r  water using e n t i t i e s  concerning water  supply 

through p r o j e c t  f a c i l i t i e s .  In the  event t h i s  occurs,  the  provis ions of 

A r t i c l e  8.17 hereof s h a l l  be appl icable .  

10.2  T i t l e  t o  P ro j ec t  Works. T i t l e  t o  a l l  water supply system 

works and a l l  p ro j ec t  f a c i l i t i e s  constructed pursuant t o  the  Basin P r o j e c t  

Act and t h i s  c o n t r a c t  s h a l l  be and remain in the United S t a t e s  u n t i l  

otherwise provided by Congress. 

10 .3  Reserve Funds. 

( a )  ( i )  Commencing with not ice of t r ans fe r  of OM&R f o r  t h e  

Grani te  Reef Aqueduct, including t h e  Havasu Pumping Plan t ,  the Contractor  



shall accumulate and maintain an emergency OM&R reserve fund, which the 

Contractor shall keep available to meet costs incurred during periods of 

interruption of water service. 

(ti) The Contractor shall accumulate the reserve fund 

with annual deposits, including interest and dividends accruing to fund 

balances or holdings, ,of not less than $400,000 in any year in which the 

fund balance is less than $4,000,000. The fund shall be invested in a 

Federally insured interest- or dividend-bearing account, or in securities 

guaranteed by the Federal Government; Provided, That money in the reserve 

fund shall be available within a reasonable time to meet expenses for such 

purposes as those identified in Subarticl e 10.3(a)(iv) hereof. Such annual 

deposits and the accumulation of interest and dividends to the reserve fund 

shall continue until $4,000,000 is accumulated. Interest and dividends 

accruing to furad balances shall be added to the fund in any year when the 

fund balance is greater than $4,000,000; Provided, That in no event shall 

the fund be increased to an amount greater than the actual amount o f  fixed 

OM&R costs for the preceding year as mutually determined by the Contractor 

and the Contracting Officer. Any balance in the fund in excess of the 

amount of fixed OM&R costs for the previous year shall be considered to be 

the general funds of the Contractor and available for use as such. 

(iii) Upon mutual agreement between the Contractor and 

the Contracting Officer, the amount to be accumulated and maintained in the 

reserve fund provided for in this Subarticle may be adjusted in 

consideration of the risk and uncertainty stemming f>om the size and 

complexity of the project, the size of the annual OM&R budget, additions 

to, deletions from, or changes in project works, or OM&R costs not 
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con temp la ted  when t h i s  c o n t r a c t  was executed.  

( i v )  The C o n t r a c t o r  may make e x p e n d i t u r e s  f r o m  such 

r e s e r v e  f u n d  o n l y  f o r  m e e t i n g  unforeseen and e x t r a o r d i n a r y  o p e r a t i o n  and 

main tenance c o s t s ,  unusua l  o r  e x t r a o r d i n a r y  r e p a i r  o r  replacement c o s t s ,  and 

b e t t e r m e n t  c o s t s  ( i n  s i t u a t i o n s  where recu r rence  o f  severe o p e r a t i o n  and  

main tenance prob lems can be a v o i d e d  o r  e l  im ina ted ) .  Proposed e x p e n d i t u r e s  

f r o m  t h e  f u n d  s h a l l  be s u b m i t t e d  t o  t h e  C o n t r a c t i n g  O f f i c e r  i n  w r i t l n g  f o r  

r e v i e w  and w r i t t e n  app rova l  p r i o r  t o  d isbursement .  

( v )  D u r i n g  any p e r f o d  i n  wh ich  any o f  t h e  p r o j e c t  wo rks  

a r e  o p e r a t e d  and m a i n t a i n e d  b y  t h e  u n i t e d  S ta tes ,  t h e  rese rve  fund s h a l l  b e  

a v a i l a b l e  f o r  l i k e  use by  t h e  U n i t e d  S t a t e s .  

( v i )  On o r  b e f o r e  F e b r u a r y  1 o f  e a c h  y e a r ,  t h e  

C o n t r a c t o r  s h a l l  p r o v i d e  t o  t h e  ' C o n t r a c t i n g  O f f i c e r  an annual s t a t e m e n t  

i n d i c a t i n g  t h e  p r i n c i p a l  and accumula ted i n t e r e s t  i n  t he  emergency OM&R 

r e s e r v e  f u n d  as  o f  December 3 1  o f  t h e  p reced ing  y e a r .  

(b) (i) No l a t e r  t h a n  1 y e a r  f o l l o w i n g  t h e  C o n t r a c t o r ' s  

l a s t  c o n s t r u c t i o n  advance under  t h e  P l a n  6 Funding Agreement, t h e  C o n t r a c t o r  

s h a l l  a c c u m u l a t e  and m a i n t a i n  a repayment r e s e r v e  fund t o  h e l p  assure 

payments t o  t h e  U n i t e d  S t a t e s  under  t h i s  c o n t r a c t .  

(ii) The C o n t r a c t o r  s h a l l  accumulate such r e s e r v e  f u n d  

w i t h  annua l  d e p o s i t s ,  i n c l u d i n g  i n t e r e s t  and d i v i d e n d s  a c c r u i n g  t o  f u n d  

ba lances  o r  h o l d i n g s ,  o f  n o t  l e s s  t h a n  $4,000,000 i n  any y e a r  i n  w h i c h  t h e  

fund  b a l a n c e  i s  l e s s  than S40,000,000. The fund s h a l l  be i n v e s t e d  i n  a  

Federa l  l y  i n s u r e d  i n ' t e r e s t -  o r  d i v i d e n d - b e a r i n g  account ,  o r  i n  s e c u r i t i e s  

gua ran teed  b y  t h e  Federa l  Government; P rov ided ,  That  money i n  t h e  r e s e r v e  

fund  s h a l l  be a v a i l a b l e  w i t h i n  a  reasonab le  t ime  t o  meet expenses f o r  t h e  



purpose f o r  which i t  was e s t a b l i s h e d .  Such annual d e p o s i t s  and t h e  

accumula t ion  of  i n t e r e s t  t o  t h e  r e s e r v e  fund s h a l l  con t inue  u n t i l  

$40 ,000 ,000  i s  accumula t ed .  Any ba l ance  I n  t he  fund in excess  of  

$40,000,000 s h a l l  be  considered t o  be the general funds of the Contractor  

and a v a i l a b l e  f o r  use a s  such. 

( i i i )  Upon mutual agreement between the  Contractor and 

t h e  Contract ing Of f i ce r ,  t h e  amount t o  be accumulated and maintained in t h e  

reserve  fund provided f o r  i n  t h i s  Suba r t i c l e  may be adjusted.  

( i v )  Proposed e x p e n d i t u r e s  from t h e  fund s h a l l  be 

submi t ted  t o  the  Contract ing Of f i ce r  i n  wri t ing f o r  review and wr i t t en  

approval p r i o r  t o  disbursement. 

( v )  O n  o r  b e f o r e  Feb rua ry  1 o f  e a c h  y e a r ,  t h e  

Contractor  s h a l l  provide t o  t h e  Contracting Off icer  an annual statement of 

t h e  pr inc ipa l  and accumulated i n t e r e s t  in t h e  repayment reserve fund a s  of 

December 31 of the preceding year .  

10.4 Recreational Use of Water F a c i l i t i e s .  

( a )  The enhancement  of  r e c r e a t i o n a l  o p p o r t u n i t i e s  i n  

connection with the p ro j ec t  works authorized pursuant t o  T i t l e  111 of t h e  

Basin Pro jec t  Act s h a l l  be in  accordance with the provis ions of the  Federal 

Water Pro jec t  Recreation Act,  79 S t a t .  213, dated Ju ly  9,  1965, except a s  

provided in Suba r t i c l e  10.4(b) hereof.  

( b )  R e c r e a t i o n a l  development a t  Orme Dam and Reservoi r  

sha l l  be governed by the provis ions of Section 302(d) of the Basin Pro jec t  

Act. 

10.5 Confirmation of Contract .  

( a )  The Contractor ,  a f t e r  the  execution of t h i s  con t r ac t ,  



s h a l l  p r o m p t l y  seek t o  secure  a  decree o f  a  c o u r t  o f  competent j u r i s d i c t i o n  

o f  t h e  S t a t e  o f  A r i z o n a  c o n f i r m i n g  t h e  e x e c u t i o n  o f  t h i s  c o n t r a c t .  The 

C o n t r a c t o r  s h a l l  f u r n i s h  t h e  U n i t e d  S t a t e s  a  c e r t i f i e d  copy o f  t h e  f i n a l  

decree,  t h e  v a l i d a t i o n  proceedfngs ,  and a l l  p e r t i n e n t  s u p p o r t i n g  reco rds  o f  

t h e  c o u r t  a p p r o v i n g  and  c o n f i r m i n g  t h i s  c o n t r a c t ,  and d e c r e e i n g  a n d  

a d j u d g i n g  it t o  be l a w f u l ,  v a l i d ,  and b i n d i n g  on  t h e  Con t rac to r .  T h i s  

c o n t r a c t  s h a l l  n o t  b e  b i n d i n g  on t h e  U n i t e d  S t a t e s  o r  t h e  C o n t r a c t o r  u n t i l  

such f i n a l  d e c r e e  has  been en te red .  

( b )  T h i s  c o n t r a c t  s h a l l  b e  i n d i v i s i b l e  f o r  purposes o f  

v a l i d a t i o n  and s h a l l  n o t  be  b i n d f n g  on t h e  U n i t e d  S t a t e s  o r  t h e  C o n t r a c t o r  

u n l e s s  v a l i d a t e d  p u r s u a n t  t o  t h e  p r o v i s i o n s  o f  S u b a r t i c l e  10.5(a) he reo f  i n  

each and a l l  o f  i t s  t e r m s  and c o n d i t i o n s .  

10.6 Ru les ,  R e q u l a t i o n s ,  and D e t e r m i n a t i o n s .  

( a )  The p a r t i e s  agree t h a t  t h e  d e l i v e r y  o f  w a t e r  o r  t h e  u s e  

o f  Federa l  f a c i l i t i e s  p u r s u a n t  t o  t h i s  c o n t r a c t  i s  s u b j e c t  t o  Rec lamat ion  

Law, as  amended and supplemented, and t h e  r u l e s  and r e g u l a t i o n s  promulgated 

b y  t h e  S e c r e t a r y  o f  t h e  I n t e r i o r  under  Rec lamat ion  Law. 

(b)  The  C o n t r a c t i n g  O f f i c e r ,  a f t e r  an o p p o r t u n i t y  h a s  

been o f f e r e d  t o  t h e  C o n t r a c t o r  f o r  c o n s u l t a t i o n ,  s h a l l  have t h e  r i g h t  t o  

make r u l e s ,  r e g u l a t i o n s ,  and d e t e r m i n a t i o n s  c o n s i s t e n t  w i t h  t h e  p r o v i s i o n s  

o f  t h i s  c o n t r a c t ,  t h e  l a w s  o f  t h e  U n i t e d  S t a t e s  and t h e  S t a t e  o f  A r i zona ,  

i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  r u l e s ,  r e g u l a t i o n s ,  and d e t e r m i n a t i o n s  

r e l a t i v e  t o  m a x i m i z i n g  p r o j e c t  b e n e f i t s  f rom pumping f rom Lake Havasu, t h e  

r a t e  and schedu le  o f  pumping t h e r e f r o m  and the  r a t e  and schedule o f  pumping 

a t  t h e  G r a n i t e  R e e f  pump ing  p l a n t s ,  t o  add t o  o r  m o d i f y  s a i d  r u l e s ,  

r e g u l a t i o n s ,  and d e t e r m i n a t i o n s  as may be deemed p r o p e r  and necessary t o  



carry out this contract, and to supply necessary details of its 

administration which are not covered by express provisions of this contract. 

The Contractor and each subcontractor shall observe such rules, regulations, 

and determinations and each subcontract shall so provide. 

(c) Where the terms of this contract provide for action 

to be based upon the opinion or determination of either party to this 

contract, whether or not stated to be conclusive, said terms shall not be 

construed as permitting such action to be predicated upon arbitrary, 

capricious, or unreasonable opinions or determinations. In the event that 

t h e  Contractor q u e s t i o n s  any factual determination made by the 

Contracting Officer, the findings as to the facts shall be made by the 

Secretary only after consul tation with the Contractor and shall be 

conclusive upon the parties. 

10.7 Books, Records, and Reports. The Contractor shall establish 

and maintain accounts and other books and records pertaining to 

administration of the terms and conditions of this contract, including: the 

Contractor's financial transactions, water supply data, project operation, 

maintenance and replacement logs, project land and right-of-way use 

agreements, and other matters specifically relating to this contract that 

the Contracting Officer may require. Reports thereon shall be furnished to 

the Contracting Officer in such form and on such date or dates as the 

Contracting Officer may require. Subject to applicable Federal laws and 

regulations, each party to th,is contract shall have the right during office 

hours to examine and make copies of the other party's books and records 

relating to matters covered by this contract. 

10.8 Notices. Any notice, demand, or request authorized or 



t h e  C o n t r a c t o r ,  when mai led,  postage prepaid ,  o r  d e l i v e r e d  t o  t he  Reg iona l  

O i r e c t o r ,  Lower Co lo rado  Region, 8ureau o f  Rec lamat ion,  P.O. Box 61470, 

B o u l d e r  C i t y ,  Nevada 89006, and on b e h a l f  o f  the  Un i t ed  S ta tes ,  when mailed, 

pos tage  p repa id ,  o r  d e l i v e r e d  t o  t h e  General Manager o f  t he  Con t rac to r ,  

23636 N o r t h  7 t h  S t r e e t ,  Phoenix, Ar izona 85024. The des igna t i on  o f  t h e  

1 

1 1 addressee o r  t h e  address may be changed by n o t i c e  g iven  i n  t h e  same manner 

r e q u i r e d  by t h i s  c o n t r a c t  s h a l l  be deemed t o  have been g iven,  on b e h a l f  o f  

1 1 as  p r o v i d e d  i n  t h i s  a r t i c l e  f o r  o t h e r  no t fces .  

10.9 Con t i nqen t  on A p p r o p r i a t i o n  o r  A l lo tment  o f  Funds. T h  e 

e x p e n d i t u r e  o r  advance o f  any money o r  the performance o f  any o b l i g a t i o n  by 

I I t h e  U n i t e d  S t a t e s  u n d e r  t h i s  c o n t r a c t  s h a l l  be c o n t i n g e n t  u p o n  

I ( a p p r o p r i a t i o n  o r  a l l o t m e n t  o f  funds. Absence o f  app rop r f a t f on  o r  a l l o t m e n t  12 

13 1 1 o f  funds s h a l l  n o t  r e 1  i e v e  t h e  Cont rac to r  f rom any o b l i g a t i o n s  under t h i s  

l4 1 I c o n t r a c t .  No 1  i a b i l  i t y  s h a l l  accrue t o  t he  Un i ted  States f n  case funds a r e  

n o t  a p p r o p r i a t e d  o r  a l l o t t e d .  

10.10 Chanqes f n C o n t r a c t o r ' s  Orqan iza t ion .  Whi le  t h i s  c o n t r a c t  

i s  f n  e f f e c t ,  no change s h a l l  be made i n  t he  Cont rac to r ' s  o rgan i za t i on ,  

I I by e x c l u s i o n  of  lands,  by  d i s s o l u t i o n ,  consol  i d a t f  on, merger o r  o therw ise ,  

excep t  upon t h e  C o n t r a c t i n g  O f f f c e r ' s  ~ r f t t e n  consent; Provided, however, 

T h a t  app rova l  i s  hereby g iven  t o  t he  i n c l u s i o n  o f  o t h e r  coun t i es  as  p a r t  o f  

C o n t r a c t o r ' s  . se rv ice  area,  except,  however, t h a t  t h e  Un i t ed  S ta tes  s h a l l  n o t  

be  requ f red ,  under  t h i s  c o n t r a c t ,  t o  c o n s t r u c t  p r o j e c t  f a c f l f t i e s  t o  se r ve  

l a n d s  w i  t h f  n  s a f d  add1 t f o n a l  coun t ies .  

10.11 Assiqnment  L imf ted--Successors  and Ass iqns  O b l f q a t e d .  

The p r o v i s i o n s  o f  t h i s  c o n t r a c t  s h a l l  app ly  t o  and b i n d  t h e  successors and 

a s s i g n s  o f  t h e  p a r t i e s  h e r e t o ,  b u t  no assignment o r  t r a n s f e r  o f  t h i s  



w r i t i n g  by  t h e  Con t rac t i ng  O f f i c e r .  

10.12 J u d i c i a l  Remedfes Not Foreclosed. Noth ing h e r e i n  s h a l l  

be cons t rued  (a)  as d e p r i v i n g  e i t h e r  p a r t y  from pursu ing and p rosecu t i ng  any 

remedy i n  any app rop r i a t e  c o u r t  o f  the  U n i t e d  States o r  t h e  S t a t e  o f  A r i zona  

which would o therw ise  be a v a i l a b l e  t o  such p a r t i e s  even though p r o v i s i o n s  

h e r e i n  may d e c l a r e  t h a t  de te rmina t ions  o r  dec is ions  o f  t he  Secre ta ry  o r  

o t h e r  persons a re  conc lus ive  o r  (b) as d e p r i v i n g  e i t h e r  p a r t y  o f  any defense 

t h e r e t o  which would o therw ise  be a v a i l a b l e .  

10 .13  Equa l  O p p o r t u n i t y .  D u r i n g  t h e  per formance o f  t h i s  

c o n t r a c t ,  t h e  Con t rac to r  agrees as f o l l o w s :  

(a) The C o n t r a c t o r  w i l l  n o t  d i s c r i m i n a t e  a g a i n s t  any 

employee o r  a p p l i c a n t  f o r  employment because o f  race, c o l o r ,  r e l i g i o n ,  sex, 

o r  n a t i o n a l  o r i g i n .  The Cont rac to r  w i l l  t a ke  a f f i r m a t i v e  a c t i o n  t o  ensure 

t h a t  a p p l i c a n t s  a r e  employed, and t h a t  employees a r e  t r e a t e d  d u r i n g  

employment, w i t h o u t  r ega rd  t o  t h e i r  race, c o l o r ,  r e l i g i o n ,  sex, o r  n a t i o n a l  

o r i g i n .  Such a c t i o n  s h a l l  i nc lude ,  b u t  n o t  be l i m i t e d  t o ,  t he  f o l l o w i n g :  

Empl oyment, upgrad ing,  demotion, o r  t r a n s f e r ;  r e c r u i  tment o r  r e c r u i t m e n t  

a d v e r t i s i n g ;  l a y o f f  o r  t e r m i n a t i o n ;  r a t e s  o f  pay o r  o t h e r  fo rms  o f  

compensation; and s e l e c t i o n  f o r  t r a i n i n g ,  i n c l u d i n g  appren t i cesh ip .  The 

Con t rac to r  agrees t o  p o s t  i n  conspicuous p laces,  a v a i l a b l e  t o  employees and 

a p p l i c a n t s  f o r  employment, no t i ces  t o  be p rov ided  by t he  Con t rac t i ng  O f f i c e r  

s e t t i n g  f o r t h  t h e  p r o v i s i o n s  of t h i s  Equal Oppor tun i t y  c lause-  

(b) T h e  C o n t r a c t o r  w i l l ,  i n  a l l  s o l i c i t a t i o n s  o r  

adver t isements  f o r  employees p laced by o r  on beha l f  o f  the  Cont rac to r ,  s t a t e  

t h a t  a1 1  qua1 i f i e d  app l  i c a n t s  w i l l  r e c e i v e  cons idera t ion  f o r  employment 

I c o n t r a c t  o r  any p a r t  o r  i n t e r e s t  t h e r e i n  s h a l l  be v a l i d  u n t i l  approved i n  



without  regard to  race,  c o l o r ,  r e l i g i o n ,  sex, or  national o r ig in .  

( c )  The C o n t r a c t o r  w i l l  send t o  each l a b o r  union  o r  

r e p r e s e n t a t i v e  of workers  w i th  which i t  has a  c o l l e c t i v e  ba rga in ing  

agreement o r  o the r  c o n t r a c t  o r  understanding, a  notfce,  t o  be provided by 

t h e  Contract ing Of f i ce r ,  adv i s ing  the  labor  union o r  workers' representa t f  ve 

of t h e  Cont rac tor ' s  commitments under t h i s  Equal Opportunity c lause ,  and 

s h a l l  pos t  copies  of t he  n o t i c e  i n  conspicuous places ava i l ab l e  t o  employees 

and app l i can t s  f o r  employment. 

( d )  The C o n t r a c t o r  w i l l  comply with a l l  p r o v i s i o n s  of 

Executive Order No. 11246 of September 24, 1965, a s  amended, and of t he  

r u l e s ,  regula t ions ,  and r e l e v a n t  o rde r s  of the Secretary of Labor. 

( e )  The C o n t r a c t o r  s h a l l  f u r n i s h  a l l  i n f o r m a t i o n  and 

r e p o r t s  r e q u i r e d  by s a i d  amended Execut ive  Order and by t h e  r u l e s ,  

r egu la t ions ,  and orders  of t he  Sec re t a ry  of Labor, o r  pursuant t he re to ,  and 

w i l l  p e r m i t  a c c e s s  t o  i t s .  b o o k s ,  r e c o r d s ,  and a c c o u n t s  by t h e  

Contract ing Of f i ce r  and t h e  Secre ta ry  of Labor f o r  purposes of i nves t iga t ion  

t o  a s c e r t a i n  compliance wi th  such r u l e s ,  regula t ions ,  and orders .  

( f )  In t h e  event  of t h e  Cont rac tor ' s  noncompliance with the  

Equal Opportunity c lause  of t h i s  c o n t r a c t  o r  with any of  the  s a i d  r u l e s ,  

r e g u l a t i o n s ,  o r  o r d e r s ,  t h i s  c o n t r a c t  may be canceled, terminated, o r  

suspended ,  i n  whole o r  i n  p a r t ,  and the  Cont rac tor  may be d e c l a r e d  

i n e l i g i b l e  for  f u r t h e r  Government c o n t r a c t s  in accordance with procedures 

authorized in said amended Executive Order ,  and such o ther  sanct ions may be 

imposed and remedies invoked a s  provided f n  said amended Executive Order, o r  

by r u l e ,  regula t ion ,  o r  o rde r  of  the  Secretary of Labor, o r  a s  otherwise 

provided by law. 



( g )  The C o n t r a c t o r  n i l  1 i n c l u d e  t h e  p r o v i s i o n s  o f  paragraphs 

(a )  through (g) i n  every  subcon t rac t  o r  purchase o rder  un less exempted b y  

r u l e s ,  r e g u l a t i o n s ,  o r  o rders  o f  t h e  Secre ta ry  o f  Labor issued pursuant  t o  

S e c t i o n  204 o f  s a i d  amended Execu t i ve  Order,  so t h a t  such p r o v i s i o n s  w i l l  be 

b i n d i n g  upon each s u b c o n t r a c t o r  o r  vendor. The Con t rac to r  w i l l  t a k e  such 

a c t i o n  w i t h  r e s p e c t  t o  a n y  s u b c o n t r a c t  o r  pu rchase  o r d e r  as  t h e  

C o n t r a c t i n g  O f f i c e r  may d i r e c t  as a  means o f  e n f o r c i n g  such p r o v i s i o n s ,  

i n c l u d i n g  sanc t ions  f o r  noncompliance; Provided, however, That i n  t h e  even t  

t h e  C o n t r a c t o r  becomes i n v o l v e d  i n ,  o r  i s  threatened w i t h ,  l i t i g a t i o n  w i t h  a  

s u b c o n t r a c t o r  o r  v e n d o r  a s  a  r e s u l t  o f  s u c h  d i r e c t i o n  b y  t h e  

C o n t r a c t i n g  O f f i c e r ,  t h e  C o n t r a c t o r  may request  t h e  Un i ted  S ta tes  t o  e n t e r  

i n t o  such l i t i g a t i o n  t o  p r o t e c t  t h e  i n t e r e s t s  o f  t h e  Un i ted  Sta tes.  

10.14 Compliance W i t h  C i v i l  R i q h t s  Laws and Requlat ions.  

(a)  The C o n t r a c t o r  s h a l l  comp ly  w i t h  T i t l e  V I  o f  t h e  

C i v i l  R i g h t s  A c t  o f  1 9 6 4  ( 4 2  U.S.C. 2000d) ,  S e c t i o n  504 o f  t h e  

R e h a b i l i t a t i o n  A c t  o f  1975  ( P u b l i c  Law 93-112, as amended), t h e  

Age D i s c r i m i n a t i o n  A c t  o f  1975 (42 U.S.C. 6101, et 9.) and any o t h e r  

a p p l i c a b l e  c i v i l  r i g h t s  laws, as w e l l  a s  w i t h  t h e i r  r e s p e c t i v e - i m p l e m e n t i n g  

r e g u l a t i o n s  and g u i d e l i n e s  imposed by t h e  U.S. Department o f  t h e  I n t e r i o r  

and/or Bureau o f  Reclamat ion.  

(b) These s t a t u t e s  r e q u i r e  t h a t  no person i n  t h e  U n i t e d  

S ta tes  s h a l l ,  on t h e  grounds o f  race,  c o l o r ,  n a t i o n a l  o r i g i n ,  handicap, o r  

age, be exc luded from p a r t i c i p a t i o n  i n ,  be denied the b e n e f i t s  o f ,  o r  be 

o t h e r w i  se s u b j e c t e d  t o  d i  s c r i m i n a t i o n  under any program o r  a c t i v i t y  

r e c e i v i n g  f i n a n c i a l  ass is tance  from the  Bureau o f  Reclamation. By execu t ing  

t h i s  c o n t r a c t ,  t h e  C o n t r a c t o r  ag rees  t o  immediate ly  take any measures 



necessa ry  t o  implement t h i s  o b l i g a t i o n ,  i n c l u d i n g  p e r m i t t i n g  o f f i c i a l s  o f  

t h e  U n i t e d  S t a t e s  t o  i n s p e c t  premises,  programs, and documents. 

(c)  The C o n t r a c t o r  makes t h i s  agreement i n  c o n s i d e r a t i o n  o f  

a n d  f o r  t h e  pu rpose  o f  o b t a f n i n g  any and  a l l  F e d e r a l  g r a n t s ,  l o a n s ,  

c o n t r a c t s ,  p r o p e r t y  d i s c o u n t s  o r  o t h e r  Federa l  f i n a n c i a l  a s s i s t a n c e  extended 

a f t e r  t h e  d a t e  h e r e o f  t o  t h e  C o n t r a c t o r  b y  t h e  Bureau o f  Reclamat ion,  

i n c l u d i n g  i n s t a l l m e n t  payments a f t e r  such d a t e  on account  o f  arrangements 

f o r  F e d e r a l  f i n a n c i a l  a s s i s t a n c e  w h i c h  were approved b e f o r e  such date .  The 

C o n t r a c t o r  r e c o g n i z e s  a n d  a g r e e s  t h a t  such F e d e r a l  a s s i s t a n c e  w i l l  be  

I I ex tended  i n  r e l i a n c e  on t h e  r e p r e s e n t a t i o n s  and agreements made i n  t h i s  

a r t i c l e ,  and t h a t  t h e  U n i t e d  S t a t e s  r e s e r v e s  t h e  r i g h t  t o  seek j u d i c i a l  

en fo rcemen t  t h e r e o f .  

10.15 O f f i c i a l s  N o t  t o  B e n e f i t .  No Member o f  o r  De legate  t o  

Congress, R e s i d e n t  Commissioner o r  o f f i c i a l  o f  t h e  C o n t r a c t o r  s h a l l  b e n e f i t  

f r o m  t h i s  c o n t r a c t  o t h e r  t h a n  as a  wa te r  user  o r  landowner I n  t h e  same 

I I manner a s  o t h e r  w a t e r  users.  o r  landowners.  

11. STATUS OF DECEMBER 15, 1972 CONTRACT 

Upon j u d i c i a l  c o n f i r m a t i o n  o f  t h i s  c o n t r a c t ,  t h e  December 15, 1972 

c o n t r a c t  e n t i t l e d  " C o n t r a c t  Between t h e  U n i t e d  S t a t e s  and t h e  C e n t r a l  

A r i z o n a  Water  Conse rva t i on  D i s t r i c t  F o r  D e l i v e r y  o f  Water  and Repayment o f  

Cos ts  o f  t h e  C e n t r a l  A r i z o n a  P r o j e t t N  ( C o n t r a c t  No. 14-06-W-245), s h a l l  be 



I N  WITNESS WHEREOF, t h e  p a r t i e s  h e r e t o  have caused t h i s  c o n t r a c t  

t o  b e  e x e c u t e d  t h e  d a y  and  y e a r  f i r s t  above  w r i t t e n .  

I THE UNITED STATES OF AMERICA 

BY 
A s s i  s t a n t  (~Bcre ta ry -hh !&  and Scf ence 
~ e ~ a r t m e n t u f  t h e  I n t G i o r  

CENTRAL ARIZONA WATER CONSERVATION DISTRICT 

ATTEST: 
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EXHIBIT "B" 
CENTRAL ARIZONA WATER CONSERVATION DISTRICT (CAWCD) REPAYMENT CEILING (Billions of Dollars) 

remain in^ Potential Stages L 

Water Supply 
System, 

New Waddell, Tucson 
and modified Terminal Cliff Dam Hooker Dam 
Ho,osevelt Dams Storage Alternative Alternative Buttes Dam Total L 

Amount allocable to CAWCD 
repayment ccilipg based on 
October 1988 prices. 

Inflation ( 42 )  on features remaining 
to be completed, plus an amount 
for unforeseen contingerlcies 
( . 8 2  of the inflation component)l .100 

Additional costs which could be 
allocated to CAWCD if the Gila 
River Indian Community does 
not take CAP water 

Total 

Rounded 

Iaflation calculations based on the assumption that Tucson terminal storage and the Cliff Dam alternative ara 
completed in 1995, and that the Hooker Dam alternative and Buttes Dam are completed in 2002. 
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