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04/01/8
AGREE.'fENT AMONG THE UNITED STATES,

THE CENTRAL ARIZONA WATER CONSERVATION DISTRICT,
THE FLOOD O>NT1lOL DI5nICT OF tWlICOPA COUNT"(, THE

SALT RIVER AGR.ICULTURAL IMPROVEMENT AND POWER
DISTRICT AND SALT RIVER VALLEY WATEa USERS'

ASSOCIATION. tHE ARIZONA CITIES OF CJWmLER.
GLENDALE, MESA. PBOENIX. SCOTTSDALE. AND TE:iP!,

THE STATE OF aUtIZONA. AND THE CITY OF T"JCSON FOR
FUNDL.,C OF PL.UI sn FACILITIES OF T"dE CENTRAL

AllZONA PROJECT, AIlIZONA. AND FOI. OTHER PURPOSES

Preamble

1. THIS AGlEEHENT, ..de this IS d. day of IItt'''' /
" V

198~. pursuant to the Reclamation Act of June 17, 1902 (32 Stat. 388).

12 aDd acts ameDdatory thereof or .upplemeo~at1 thereto including, but not

13 liaited to, the Contributed FuDds Act~f March 4, 1921 (41 Stat. 1404), the

14 Colorado liver Basia Project Act of Sept_bel' 30, 1968 (82 Stat. 88S), the

IS "cl~t10a Safety of D... Act of 1978, (92 Stat. 2471, as amended by 98--
16 Stat. 1481), the Hoover Pover Plant Act of 1984 (August 17, 1984. 98 Stat.

17 1333), collectively knoW'll as Federal Ileclaaat10n law, Glong THE UNITED

18 STAXES or AKElICA, acciac throulh the Secretary of the Interior; THE

19 C!NTRAL ARIZONA WATEa CONSERVATION DISnIC::; THE FLOOD CO~OL DISTRICT OF

20 HAllICOP.\ COUNTY; THE SALr UVEa PltOJECT AGUCUL':'t1IAL IMPllOVE:£NT AND PO~1l

21 DIS1'I.lCT.:Um SALT RIVEa V'ALLZ"l WL';1l USERS' ASSOCIATION; THE ARIZONA CITIES

22 OF CHANDUi.. CLENDAU. MESA. PHOEmx. SCOTTSDAU. :\NO TEm'!; THE STATE OF

23 ARIZONA; AND tHE CITY or TUCSON, each represented by Lts respective duly

24 authorized representatives;

25 WIT1f£SSETB. tHAT:

1



Explanatorv Recitals

2 2. WHEREAS, the United States, through the Bureau of Reclamation, Is

3 constructing the Central Arizona Project pursuant to the Colorado River

4 Basin Project Act of September 30, 1968, and the December 15, 1972,

5 Repayment Contract between the United States and the Central Arizona Water

6 Conservation District for Delivery of Water and Repayment of CostS of the

7 Central Arizona Project ; and

8 WHEREAS, as a suitable alternative to Orme Dam, the United States,

9 in conjunction with representatives of the State of Arizona, the Central

10 Arizona Water Conservation District, and the Salt River Project has planned

11 and is constructing certain features of what is known as ·Plan Six,·

12 including but not limited to, New Wadd~lr Dam, Cliff Dam, and modifications

13 of the existing loose.elt and Stewart ~ounta~ Dams of the Salt River

14 Recla.ation Project: and

15 WHEREAS, the parties t~-this Agre~.ent have deter=ined that it

16 would be in the best interests of the beneficiaries of the Central Arizona

17 Project and the United States for certait, ~~izona entities to contribute

18 funds to accelerate the construction of ~evwaddell Dam and Cliff Dam, and

19 the modification of the existing Roosevelt Dam and to assure the modifics­

20 tion of existing Stewart ~ountain 0..; ,ad

21 WHEREAS, the State of Artzona Is willi~ to e~tablish and contr1-

22 but. to a fund for the protection and preservation of the Verde River

23 environment; and

24 WHEREAS, the City of Tucson and the Central Arizona Yater Conserva-

25 tion District wish to cooperate and ~onsult with the United States on the

26 development of Tucson Phase a Terminal Storage; and

2



"

WHEREAS, the Central Arizona Water Conservation District and the

2 State of Arizona wish to cooperate and consult with the United States on

3 the developlllent of Buttes Dam;

4 NOW, THEREFORE, in consideration of the mutual and dependent conve-

5 nants herein, it is agreed by the parties hereto as follows:

6 Definitions

7 3. When used herein, and in Exhibits A, H, C, and D, hereto, unless

8 otherwise di~inctly expressed or manifestly incompatible with the intent

9 thereof, the teras:

10 a. -Secretary- or -Contracting Officer- shall mean the Secretary of

11 the Interior of the United States of America or his duly authorized repre-
." ..

12 sentative;

13 b. -CAWCO- shall mean the Central ArizORa Water Conservation District;

14 c. -Cities· shall mean the Arizona cities of Chandler, Glendale, Mesa,

-
IS Phoenix, Scottsdale, and Tempe;

16 d. -Flood Control District- shall mean the Flood Control District of

17 Maricopa County;

18 e. -Salt River Project- or -SiP- shall mean the Salt River Valley

19 Water' Users' Association and the Salt River Project Agricul:ural

20 Improvement and Power District;

21 f.-State- shall mean the State of Arizona;

22 ~. ·Tucson· shall aean the CIty of Tucson;

23 h. -rear- shall aean the period begiaD1ng October 1 of the preceding

24 year and ending September 30;

3
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1. "Quarter" shall mean the 3-month period beginning on the first day

of October, January, April, and July, respectively;

j. "Features of Plan Six" shall mean New Waddell Dam, Cliff Dam,

modifications of existing Roosevelt and Stewart Mountain Oams, and appur­

tenant works;

k. ·Project Works" shall mean and include all authorized works and

facilities of the Central Arizona Project and those facilities of the Salt

River Reclamation Project which are Features of Plan Six;

1. ·Repayment Contract· shall mean ,the December 15, 1972, Contract

between the United States and the Central Arizona Water Conservation

District for Delivery of Water and Repayment of Costs of the Central

~ .
Arizona Project;

•• ·Nou-Federal Parties· ahall aean CAWcp, the Cities, the Flood

Control Oistrict and SiP;

n.··Principles and Guidelines· sh.ll mean the ·Economic and Environ­

mental Principles and Guidelines for water and Related Land Resources

Implementation Studies· dated March 10, 1983, and signed by the President

of the United States on February 3, 1983;

o. ·Uncontrollable Forces· shall mean any cause beyond the control of

the party affected including, but not li_iced to: failure of facilities;

flood; earthquake; stor=; li~htning; fire; epidemic; war; riot; civil

disturbance; labor disturbance; sabotage; bankruptcy of a major construc­

tion contractor; or restraint by a court or public authority; which by

exercise of due diligence and foresight, such party could DOt reasonably

have been expected to avoid. ·Uncontrollable Forces· shall not mean the

actions or inactions of a legislative or ~overnmental body of the party

affected;
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p. "Terminal Storage" shall mean surface storage facilities or an

2 alternative to surface storage facilities, in the Tucson area, which, if

3 approved by the Secretary, will provide as reasonably reliable a supply of

4 municipal and industrial (H&I) water for the water users in the Tucson area

5 as is provided for other =ajor Central Arizona ?~oject M&I water subcon-

6 tractors;

7 q. ·Substantially Coaplete" shall mean the completion of a facility to

8 the extent that it 1s capable of providing on a reliable basis all ser:ices

9 for which it is intended;

10 r. -Major Construction Contract- shall" mean any contract which results

11 in the construction and/or demolition of a primary benefit-producing

12 feature.
" .

Relocation, site clearing, data collection, engineering!architec-

13 tural, supply, and construction contracts in~olving appurtenant features

14 are excluded.

IS Construction Advances

16 4. a. The Secretary agrees that each annual b'Jdget estimate submitted to

17 the Executive Office of the President of the United States by the Depart-

18 ment of the Interior shall include sufficient funding for the Project -orks

19 to meet the construction schedule specified in Exhibit "A'," which is

20 attached hereto and by this reference -.de a ~art hereof. The Non-Federal

21 Parties each agree that they shall, upon receipt of a quarterly state~ent

22 from the United States, within 30 days thereof deposit funds in the amount~

23 specified in Exhibit -A.- into a special escrow fund. as described in

24 Exhibit -1,- which also 1s attached hereto and by this reference made a

2S part hereof. Such deposits. including interest earned thereon, as provided

26 for in this Agr~ement, shall be used by the United States for construction

27 of New Yaddell Da~ and Cliff Dam, and the modifications of Stewart ~ountain

5



•
and Roosevelt Dams. The non-Indian dist~ibution system construction sche-

2 dule shown in Exhibi: "A" is for illustrative purposes only and is not

3 binding upon the non-Indian distribution system beneficiaries, or the

4 United States.

5 b. In accordance with the escrow 1nst~uctions specified in Exhibit "B,"

6 the United States shall have the right to withdraw funds from the escrow

7 accounts to meet funding obligatio~ for construction of ~ew ~addell Dam,

8 Cliff Dam, and modifications to Roosevel: and Stewart ~untain Dams. The

9 United States shall have the right to withdraw such funds at any time

10 during the Year up to the annual limits sDecified in Exhibit -A," plus any

11 funds from previous Years not withdrawn. If any funds, plus interest,

12 remain in the escrow accounts upon co~pl~tion of construction, the entire

13 amount in each account shall be ~tbdrawn by~he United States and shall be

14 credited in a similar 2anner as specified 1n Article 5: Provided, however,

1S That all interest accru1n~ to tne CAWCD escrow account shall be available

16 to CAWCD at the end of each Year. ~ach ~on-Federal Party's obligation to

17 fund construction costs shall be considered to have been met upon its aepo­

18 sit into esc~ow of the funds available for withdrawal by the Uni~ed States

19 from the escrow accounts.

20 c. Exhibit -A- shall be reevaluated annually and ~ay be amended from

21 time to time, in accordance with Section E t~ereof, to chan~e the funding

22 levels, escrow deposits, and/or es~rov ~i:hdravals specified therein.

23 Cost Allocation Procedures and Crediting of Contributions

24 5. Except as expressly modified herei~. the procedures for allocation

25 of construction costs and the provisions for repayment of reimbursable

26 Federal costs shall be in accordance with Article 9 of the Repayment

6
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Contract. Contributions ~y the separate Non-Federal Parties shall be as

follows:

a. The S175 million of funds advanced by or for CAWCD for construction

of New Waddell Dam shall be recorded on the books of the United States, and

interest during construction which would otherwise have accrued on equiva-

lent expenditures by the United States had such funds not been advanced by

or for CAWCD shall also be accounted for and credited toward the total

CAWCD reimbursable repayment obligation. _~l costs shall be allocated as

specified in the Repayment Contract through the suballocation of water

supply costs amoD4 CAWCD, Indian Water User.~, and the New Mexico water

users as though funds were not advanced by or for ~CD, and then the water

supply costs shall be fur~her suballoca~ to the interest-bearing and non-

interest-bearing portions of the CAWCD repayment obligation. At this point,..
and at successive deter21nations of the CAWCD repayment obligation as

required in the Repayment Contract, the cont=ibutions :ade by ~r for CAWeD

and the interest during construction which woul~ have accrued on an eauiva-

lent amount ~f expenditures by the United States shall be subtracted from

the costs allocated to CAWeD. Seventy-five percent (75%) of the funds

advanced by'or for CAWCD shall be c=edited agai~St its in~erest-bearing

obligation; the remai~ng ewenty-:ive percent (25%) shall be c=edited

against its noninterest-bearin~obli~ation.

b. The contribution by the Flood Control District, including interest

earned in the escrow accoUDt, shall be credited against the nonreimbur-

sable costS of the Cantral Arizona Project allocated to flood control. The

contribution by the Flood Control District shall be dete~ined pursuant to

the methodology specified 1n Exhibit -A,- and 1s reflected in the schedule

of deposits to the escrov fund 1n Exhibit -A,- as that e~hibit ~ay be

~.nded.
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c. The contributions by the Cities, including interest earned in the

escrow account, shall be credited against the interest-bearing reimbursable

costs of the Central Arizona Project repayable by CAWCD for prOViding con-

servation stora~e in Cliff Dam and additional conservation storage In

modified Roos,velt Dam. The reimbursable costs of constructing Cliff Dam

a~d ~odified Roosevelt Dam which are allocable to Central Arizona Project

functions shall be included in the costs allocated to CAWCD in accordance

with the Repayment Contract. The contributions by the Cities, including

interest earned thereon in the escrow account, shall be recorded on the

books of the United States, and interest during constructionwh1ch would

otherwise have accrued on equivalent expenditures by the United States

had such funds and interest earned thereon not been contributed by the

Cities shall also be accounted for and credited against the interest-

bearing portion of the CAWCD repayment obligation. For purposes of ere-

diting the Cities' contribution against the CAWCD's interest-bearing

repayment obligation, all costs shall be allocated as specified in the

lepayment Contract through the suballocation· of water supply costs among

CAWCD, Indian Water Users, and the New ~exico water us~rs as though funds

were not contributed by the Cities, and then the water ·supply costs shall

be further suballocated to the interest-bearing and noninterest-bearing

portions of the CAWCn repayment ~bligation. At this point, and at 8UC-

cessive deterMinations of the CAWCD repayment obli~ation as required in the

lepayment Contract, the contributions made by the Cities (including

interest earned thereon in the escrow account) and the interest during

construction which would have accrued on an equivalent amount of expen-

dltures by the United States shall be subtracted from the interest-bearing

8
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costs allocated to CAWCD. The contributions by the Cities shall be deter-

mined pursuant to the methodology specified in Exhibit "A" and are

reflected in the schedule of deposits to the escrow fund in Exhibit "A." as

that exhibit may be amended. In return for their contributions. and for

other mutual ~onsideration set forth herein. the Cities. the United States.

th~ S~p.. the CAWCD and other necessary parties have entered an agreement.

identified as Exhibit "C". attached hereto and by thiR reference made a

part hereof. Notwithstanding the provisions of the Repayment Contract, the

agreement in Exhibit ·C· entitles the Cities to the additional water conser-
-.-

vation yield from Cliff Dam (subject to appropriate accounting for future

sedimentation losses) and to the additional water conservation yield from

the modifications to Roosevelt Dam (subject to appropriate accounting for

future sedimentation lossel) which result from the construction and opera-

tion of additional reservoir capacity at Cliff and Modified Roosevelt Dams.

for which appropriative rights are granted by the State of Arizona. Unless

otherwise specified in this Agreement. the United States retains no rights

to water developed in the additional reservoir capacity at Cllff and Modi-

fied Roosevelt Dams. The additional water conservation yield from Cliff and

Modified Roosevelt Dams shall be excluded from the total Central Arizona

Project water supply In the suballocation of water supply costs as provided

for in Subartlcle 9.3(a)(11) of the Repayment Contract.

d. SRP Ihall contribute an amount equal to its cost-sharing obligation

under the Reclamation Safety of Dams Act Amendments of 1984 (98 Stat. 1481)

for construction of Cliff Dam. and .odiflcatlons of Roosevelt Dam and

Stewart ~unta1n Dall. This contribution. including interest earned in the

escrow account. shall be credited against any repayment obligation incurred

under the Reclamation Safety of Dalls Act Amendments of 1984 and shall not

9



1 exceed ~uch obligation taking into account contributions already made by

2 SRP a ..1d ~reed upon by the United Statea; and SRP to be applicable to the

3 obligation. Such obligation shall be determined using the separable cost-

4 remaining benefits cost allocation procedure and in accordance with the

S requi~~meuts ~f 98 Stat. 1481.

6 . e. ~ the eveat that construction of any Feature of Plan Six is suspended

7 or delayed by reason of Uncontrollable Forces, the obligation of the Non-

8 Federal Party or Parties to contribute funds that 1s related to such

9 feature aball be tolled during the period of delay.

10 'Additional Contributions by CAWCD

11 .6. In the event that Federal appropriations are insufficient to provide

12 for construction of facilities as scheduled in Exhibit -A", CAWCD has the

13 option to make up auy portion of the deficiency from any available funds.

14 In the event ~uch additional funds are advanced by CAWCD to fund additional

15 construction cost~, the United States agrees that the initiation of

16 repa,.ent of the first or next liubsequent repayment block( s) under the

17 Ie payment Contract will be delayed for the period of time necessary to per­

18 llit CAWCD to accUllulate such funds to the ,level they would have reached

19 upun the initiation of repaym~lt 101 the abseace of the additional contribu­

20 tion havi.tg been made. Prior to such additional contribution being made,

21 the United Stateli and CAWCD will agree on specific tertls under which CAIlCD

22 will recover the fWlds beiag (:ontributed. AD.y additional advances made by

23 CAWCD for reasons other than to make up shortfalls In Federal appropriations

24 vill be treated as credits against CAWCD'. repayment obligation as specified

25 101 Subaretcl. 5.a.

to



1 Failure :0 Meet Fund1:lg Colllll1i::ue:lts

2 7. a. III che eve~t the U~i:ed Scaces fails to mee: che coas:ruc:ioa sche-

3 dule for New qaddell Dam as specified 1~ Exhib1: W AW due Co lack of Federal

4 fuad~ or ueher faccors wi:hia the concrol of the U~1ted S:aces. CAWCD will

5 be given a prepayment credle agai~s: ~ts 1:'lterest-bearl:lg annual obliga-

6 clon La accorduce wich the follovi.:lg:

7 (i) 1:1 the eve:lt that substaoti&! cOllpletion of New qaddell Dam

8 b delayed up to one year beyoud the cOlIpletion dace as scheduled in

9 Exhibi: -A-, the prepaymenc credit shall be equal to cveney percent (20%)

10 of the total contribution made to date by CAWCD for the construction of New

11 qaddell Out.
.,. -

12 (1i) 1:1 the eVe:lt that substantial coaspletion of ~w qaddell Dam

13 is delayed more tlwl one year but less :ha.u t10 full years beyond the

14 coapletion date as licbeduled L1 Exhibi: -A-, the prepayment credit shall be

15 equal Co f1f:y percent (50:) or;he :::"tal con:ribution made :0 date by

16 CAWCD for cOils:ruccion of New Waddell Dae, :'let of previous prepa1llleot cre-

17 dits.

18 (111) u the eve:l: that lIublitaut1d cOllpletion of ~'''' qaddell Dalll

19 1:1i delayed aure :hau two years beyoad :he coaaplecion dace· as schedul~d 1:l

20 Exhibi: -A-, che prepayment cndl::: lIIhall be equal to O:'le ~U1ldred perce:lt

21 (100%) of :he total co~:ribu:ion lIlade to date by CAW~ for cons:~uc:1on of

22 New lJaddell Dam, :'let of previous prepaymd:l.t credits.

23 (iv) In the eve:'lt tha:: subs:ancial cOIlIplet10n of ~w ~ddell Dam 1s

24 delayed aad the delay is less :hau t'WO full years, the bala:lce of the con-

25 tr1bueion will be applied agal:'lst CAWCD's reimbursable obligation as lipe-

26 cified 1a Subar:lcle 5.a.
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(v) The substantial completion dates stated in Exhibit MA" are sub-

ject to amendment, as provided in Subarticle 9.b., for delays caused by

Uncontrollable Forces or by the ac:ions or inactions of the Non-Federal

Parties; consequently, any failure to meet the scheduled completion dates as

staced in Exhibic MAM (as these dates may be amended) shall be considered a

failure due to a lack of Federal funds or other causes within the control

of the United States.

(vi) The prepayment credit shall be applied against CAWCD's annual

payments next due on 1ts interest-bearing annual obligation. Any unused

prepayment credit sballcarry forward and a~crue interest at the rate of

3.342% per annum until exhausted. Funds in the amount of the prepayment
,. -

credits shall be held by CAWCD as t~~y accrue and shall be separately

accounted for by CAWCD. In the event construetion delays are recovered, or

partially recovered, prior to completion of New Waddell Dam, the prepayment

credics, with interest which accrued on such credies at the race of 3.342%

per annum, shall be remitt~ to the United States on the same basis as they

were accrued, beginning with the payment due the year next folloving the

Year of recovery.

(vii) Failure by the United States to apply any prepayment credit

in accordance w1:h this Subarticle '.a. 'shall result in t~e Uni:ed States

paying tn the CAWCD liquidated damages in the amounc of S':'8,ooO,000.

Failure by the CAWCD co re=it recovered prepayment credi:s to the United

States in accordance with this Subart1cle 7.&. shall Tesult in t~e payment

by the CAWCD to the United States of liquidated damages 111 the amount of

$48,000,000 plus accrued interest.

12



1

3

4

5

6

7

b. In the event the United States fails to meet the scheduled comple-

tion dates for Cliff Dam and Modified Roosevel: Dam as specified in Exhibi:

-A- due to a lack of Federal appropriations or other factors within the

control of the United States, a prepayment credit for contributions made by

the Flood Control District will be provided ~ainst CA~CD's interest-

bearing reimbursable obligation in the same manner as provided for CAWCD in

Subarticle 7.a. with the balance of the contribution, if any, retained

8 a~ainst nonreimbursable flood control costs. A prepayment credit will also

9 be provided against CAVCD's interest-bearing obligation for contributions

10 made by the Cities in the same manner as sp~cified for CAWCD in Subarticle

11 7.a. with the balance-of the ~1ties' contributions, If any, retained as an- -
12 overall credit toward ~CD's total jnterest-bearing reimbursable obliga-

13 tion. Such prepayment credits shall be held ~y CAWCD as they accrue and

14 shall be separately accounted ·for by CAWCD. In the event const~uction

15 delays are recovered, or partially recovered, prior to completion of Cliff

16 Dam, or ~difled Roesevelt Dam, the prepayment credits, with incerest ~ich

17 accrued on such cred!ts at the rate of 3.342: per annum, shall be remitted

18 to the Uni:ed States on the same basis as they were accrue~, beginning with

19 the payment due the year next following the Year of recovery. Fsilure oy

20 the United States to apply any prepayment credit in t~e ~anner specified in

21 Subarticle 7.a. shall result in the United States paying to t~e Flood

22 Control District and the Cities liquidated damages in the aoount of

23 531,000,000 in direct proportion to their respective contrib~tions made

24 under this Agreement at that date. Failure by the CAW~ to remit recovered

25 prepayment credits to the United States in the manner specified 1n

26 Subarticle 7.a. shall result in the pa~ent by the CAWCD of liqui1ated

27 damages In the amount of $31,000,000 p1us,accrued Inter~st.

13



1 c. In the even~ that any of ~he quarterly contributions from any of the

2 ~oa-:ederal Parties are ~ot made in total. the followi~ late cha~es shall

3 be applied. When a full contribution is not made wi:hi~ 30 days of the due

4 da~e. tbe contributor shall pay an interest cba~e for eacb day tbe contri-

5 bucion is delinquent heyoed the due date. The interest cbaq~ ra~e shall

6 be tbe i rea~er of the rate prescribed quarterly in tbe rederal :leg ister by

7 the Depar:ment of the Treasury for application to overdue payments. or the

8 i~terest rate of 0.5 per cent per aontb prescribed by section 6 of the

9 iecl~at10n Project Act of 1939 (Public Law 76-260). The iQ~eres~ cbaqe

10 race shall be deter.:a1.Ded by the Secretary .. of the due date and shall

11 remai~ fixed for the duration of the delitlquent period. The late chat'J es
.. , ..

12 .hall be cousidered as up-front fUDdiDII to be credited cSi &13: nonreimbur-

13 .able cosu; ProYided, That the contributio~y the State towards the Verde

14 t1ver Protection rund shall be exesapt frOll my late chaX'l es.

15 Priorities for Exneaditures of Federal ADoropriatious

16 8. If. in auy Year. Federal appropriatious are ~t sufficient to fund all

17 items scbeduled for coustruc:tion witb rederal funds ~ that Year as spe-

18 cified iQ- £."thibit ..A". the priorities for use of Federal fund-s shall be as

19 follows:

20 a. The first priority for available Federal fuads shall be !or con-

21 struc:ion of the Aqueduct facilities throUlh Tucson Phase 3. aclusive of

22 :er.ai:1al stora~e. Ter.n:1&l stor3i e. if approved by tl:le Secretary. shall be

23 constructed atter caapletion of the Tucson Phase B Aqueduct and shall be

24 phased with construction of New Waddell Dam, Cliff Dam, acd .edification of

25 Stewart Mountai~ and Roosevelt Dams. as set forth in Exhibit "A"; Provided,

26 however. That in applyi~ the Pri~ciples aDd Guidelines (or such successors

14



1 as ~y be applicable) :0 ::he planni~ for Ter2inal S::or~e, :he Uni:ed

2 States a;rees ::0 consider all fac:ors relatl~ :0 the reliabili:y of :he

3 Aqueduct south of the Phoenix area. Before concludi~ 1:s analysis, :he

4 Un1:ed States shall consul: wi:h CAWeD and Tucson :0 deter.nine the accep-

5 tab1l1:y of the United States' plan :0 provide the reasonable reliabill:y

6 (as defined 1n Subarticle 3.p).

7 b. The second priority for use of Federal fuads shall be for construc-

S t10e. of Iediae. &cd :1Oe.-Iedian d1stribu:ioe. sysee.. as shoV':1 i:1 Exhibi: "A";

9 c. The third priority for use of Federal fuads shall be for construc-

10' t1oe. of New Waddell Dam and CUff Dam, 1IIOd1fieat10n of Roosevel: &cd

11 Stewart ~ounta.161 Dams, and, 1f approved by the Secretary, construction of
......

12 Ter:U:1&l Storaile as shown 161 ExhibI: "A,... A ..jor construction contract

13 for New Waddell Daa shall be awarded cot late.z:. tb.ae. the ecd of the Year

,14 1987. A lUjor coc.structioe. coe.tract for the lIOci1lIcatlon of R.oosevel:

15 Dalll shall be awarded :1Ot later than the eDei of the Year 1990. A!Ilaj or

16 cOQStruc:ioe. contract for Cliff Dam shall be awarded 610t la:er :b.an the

17 end of the Year 1991. A 1Ilajor coc.struction coe.:rac: for the modification

18 of Stewart ~ounta1n Dam shall be awarded :1Ot later than the end or the Year

19 1988.

20 d. If the Secretary shall approve a plan for cons:ruc:ion, the fourth

21 priority for use of rederal funds shall be for cons:~c:ion of 8u::es ~am,

22 as show:1 i61 Exhibit ..A" • In the even: that the Secretary does :1Ot con-

23 template approvi~ the cOQStructioa of aut:es Dam, the parties hereto ~ree

24 that the UnI:ed States, the State, CAWCD and other local entities with a

25 direct interest 1n Buttes Dam shall confer 1n an attelllpt to develop an

26 acceptable plan.

15
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e. In the event the Federal funding 1s not sufficient to meet the

schedule for construction of New Waddell and Cliff Dams and modification of

1l00seve1t a:nd Stewart Mountain Dams as contained in Exhibit "A". Federal

funds shall be made available in a manner to provide an optimum completion

of a11.faci1itits as indicated in Exhibit "A". The priorities delineated

in Suba~:ic1e. a. thro~h d. of this Article 8 notwithstanding. to the

extent that it 1s reasonable and prudent after consultation with the

Non-Federal Parties hereto. any short~e of Federal funds for construction

or modification of the dams shall be applied by the Secretary to each dam

in inverse proportion to the contributions preViously made by the

Non-Federal Parties.

Consultation

9. a. The parties to this ,Agreement shall establish a Consultation

Committee with at least one representative from each of the parties hereto

&ad from the Maricopa County Municipal Water Conservation District No. 1 on

the Committee to prOVide input for and to review major features designs,

environmental compliance work. construction schedules. financi~. and

other items or proposed decision. that will have a direct impact on the

construction of the features toward which the Non-Federal Parties are

advanci~ funds. The final decisions on all aspects of project development

shsll rest with the United States. The parties recog~ize that the United

States cannot release any bud~et information contai~ed in the President's

bud4et prior to the official release of the bud~et by the Preside~t.

Within 90 4ays after the end of each Year. the Secretary ahall submit to

the Consultation Committee • report of funds expended for the construction

of Project Work8.

16



b. Each suostactial completion date established in Exhibit MAM snaIl

2 be amended by the Secretary to state a later date if and to the extent that

3 the Secretary determines that delay has been caused by Uncontrollable For-

4 ces or by the actions or inactions of the Non-Federal Parties. No such

5 amendmen: of a substantial completion date shall be made ucless and uctll

6 the Secret~ry:

7 (1) Gives written ootice to the Consultation Commi.ttee of the pro-

8 posed amendment, the particular Uncontrollable Force(s), or the particular

9 actlon(s) or inaction(s) of the ~on-Federal Part1e~ causi~ the delay, and

10 the specific effect upon the ca-pletion; aad-

11 (1i) Affords the Consultation Commi.ttee reasonable opportuci:y,
., ....

12 after such written aotice, to be heard with re; ard to the proposed ame::.cl-

13 -.nt.

14 c. ~ least once each Tear, the Secretary, in consultation with the

lS Consul:a:ion eo.m1ctee, shall dete~e whet~r Federal appropriation

16 levels or other causes withi::1 the control of the United States :aay or :llaY

17 oot cause a delay 1n substantial completion of construction as specified 1::1

18 Exhibit -A-, as smeaded fro. t1me to tia. If the Secret~ry ukes a deter-

19 llination that such. delay :-.y occur, the Secretary shall oo,t.1£y the Consul-

20 tat10c Co.mi:tee of the duration of such delay. The deter2i:ation of a

21 delay or 1ts duration shall not alter the subst3nt1al completion dates con-

22 tai::ed 1:1 Exhibit - A-, a. they :aay be amet:ded frOlll. :1111e to tlme as :lpe-

23 cif1ed in Subarticle 9.b. herein. If the Secret~ry deter2!nes that such a

24 delay will oot occur, the Secretary shall not1fy the Consultation Co.mi:tee

25 of such dete~i::1ation aad the reasons therefore.
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d~ At any time after makl~ a deter.ninacion that a feature of Plac Six

vill be delayed due to lack of appropr1atiocs or other causes ~:hic :he

control of the United States, the Secretary, for Sood cause, may determice

that the delay bas been recovered, or par~lally recovered, prior :0 comple-

tion of such feature. No such dete~i:ation shall be made unless &Cd uc:il

the Secretary:

(i) Gives written QOtice to the Consultation Committee of the pro-

POled determi.ation and of the Sood cause therefor; &Cd

(ii) Affords the Consul~ation Committee reasonable opportunity,

after such written QDcice. to be heard with' ~elJard to the proposd deter-

a1at10n.
- "... -.

e. Each deter2ination of the Secretary ~e pursuant to this Ar~icle 9

is final and i, coasidered an ·order" .ubjec:;.,..to judicial review tmder the

Adai.:1i.strative Procedure Act (5 U.S.C. ISSl at seq.).

I~act of Contributiocs oc C~ntral Arizona ~~oject

&Cd Safecy-of-Dams ~oor~oriat1ocCeiliEis

10. The cost of construction activi:y fucded with coc:ributiocs 28de by

Noe-Federal Parties pursuant co this ~reemect, or otherwise, &Cd icteres:

ea~ed in the escrov accouc:,s acd sade .vailable to the Oeited States,

shall ~t be 1ccluded in the calculat10c of the Federal Central Arizoca

Project a~ Safety""of-~ams COIC estimates ~or comparisoc wi:h the co~res-

.locally authorized appropriation ceili~s.

Re~avment Coctrac: and Reclamation Refor.z Act

11. Except as othe~#1se expressly modified heret:. the provisions of the

l.epayaent Contract.hall remain in full force acd effect. This 1lII reement

is not a ·contract .. withi~ the .eani~ of Section 202(1) of the

18



1 Reclamation Reform Act of 1982, 43 U.S.C. S390bb(l), acd :he r~ulations

2 attecdact thereto. Accordi~ly, the execution of this Agreemect shall =ot

3 subject any party to this Agreement to the provisions of the Reclamation

4 Reform ~ct, nor to regulations attendant thereto, to which such party

5 would cot otherwise have been subjected.

6 Title to and Operation of P~oject works

7 12. a. Title to all Project Works constructed wi:h Federal &Cd/or

8 DOc-Federal funds shall be and remaic in the Uc1:ed States uc.less other-.rise

9 prov1ded by the CoOl r....

10 b. The care, operation, and aaintenance of the facilities constructed

11 within the Sal: and Verde Rivers shall be pursuant to the te~. cocvenacts
..... ..

12 and conditions of the ·Contract ietveeu United States of America ac:.t Salt

13 Uver Valley Vater U.ers' Assoeiation· dated ~pte.ber 6, 1917, and con-

14 tracts ..endatory thereof and supplementary thereto. The details of the

15 impleae:tation of said care. operation and aai:tecacce shall be the subject

16 of appropriate amemIDents and suppleaeuts to said ·Septe'!1lber 6. 1917.

17 contract. as amet:ded acd supplemented. or other aI reements bet~een the

18 United States and SIP, and :he Uciced States ac:.t SRP ~ree :0 ~~pedi:iously

19 ce;otiate appropriate amendments, suppl~ents &Cd other ~ree'!1le:ts.

20 Failure :0 Comple:e Const~c:ion

21 13. a. tf the United States fails :0 complete construction of the facil-

22 ities for which con-Federal contribu:ious ~ve been lUde. due :0 :~e lack.

23 of appropriations or for other causes within l:s coctrol. the Secretary,

24 after consultation wi:h the par~ies hereto. lUy declare that no further

25 Federal work is po.sible on .uch facilities. The total cumulative contri-

26 butions from CAWCD. the Flood Coctrol District. acd the Cities for the
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1 unc~pleted facilities shall be credited as a prepaYMent i~ the same M~ner

2 as if there were a delay i~ cons:ruc~ion of more thau 2 years as provided

3 i~ Article 7. the tocal cumulacive contributions of SRP shall be credited

4 co funding required pursuanc to the Reclamacioo Safety of Dams Act

5 Ameodmeot~ of 1984 (98 S:at. 1481). the parties hereto ~ay c~plete the

6 Prujecc Worbl with their own funds. In the eve~t the par:ies determi~e

7 chat tbey vill complete the constructioo of auy ~c~pleted facili~ies, the

S parties shall coosult with the Secretary and provide all designs, plans,

9 specifications, and coostruc:ioo cootracts to the Secretary for review Lod

10 approval. Title to such facilities shall r~ai::l in the UOli~ed States

11 unless othervise pruv1ded by the Congress.

12 b. If the U03ited Statea falls to ·codiplete C0035:ruc:1~03 of the Prwject

13 Worka due to Uocontrollable Forces, the ctJIul!'tive Oloa-Federal concribu­

14 tiona ~ball be credlted u 1f the tk1lted SCateli had. :aet the agreed-upon

15 coaaitructl~n schedule. In the -eve:1t of failure by the U03i:ed Statu to

16 complete cons:ruc:1uQ due to OOlcontrollable Forces, the parties heret~ ~ay

17 elect to pruceed with c003S::ructlon of Pruject Works lJubjec: to the ~on-

18 dl:i~ns speclfied ab~ve. Title:o Project Work:l IIhall reaaa1i.1 i~ the U031ted

19 States u:l1ess ocher~lie prov.ided by the Congress.

20 Cootl?!en: on ADpruprlation or Allocmeu: of F~ds

21 14. 'the expeo3di:ure or advauce of &ny :aOGe1 by the !Jol1:ed St:ttes or the

22 :foa-Federal Partlell 13 accorduce with this Agre_e03t (ot!1er thau liquidacad

23 damages) shall be cootl:1gent upun the appropriation or allot:aent 0 f funds.

24 'nle absence of appropriation or allocaent of funds shall ~ot relieve any

25 par t1 to this Agreementtro. any obligatlon established berel~ unless

26 expressly pruvtded by the te~8 of this Agreement. No party shall have any
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1 righc or remedy ~ainsc the United S~aces in ~he even: che Cocgress fails

2 ~o appropriaee or alloe che cecessary funds other thac chose ri~hes or

3 remedies specifically provided hereico The United SCates shall have co

4 r~hts or remedies ~ainse the ~on-Federal Parties for failure to coctri-

5 buee the funds required by the te~s of chis ~reemect other than those

6 r~ hts and remedies provided expressly hereico

7 Navajo Power ~rk.et:iE! Plan

8 15. a. The Secretary sball work. wi:h the Secretary of Ene~y thro~h

9 the Western Area Power ~miniscracion to adopt a Navajo Pover ~~rk.e:icg

10' Plan consistent wi:h the Roover Paver PlantAet of 1984 that will provide

11 for contracti~ for Roover Schedule B capacity and ece~y by CAWCD pursuant

12 to the Arizona Pover Authority allocation'"dated June 7, 1985, acd util1za­

13 ti011 acd ass~t:llent of revenues frOta the sale!!. and exchac;e of Navajo

14 surplus pover and enerlY as author1zed by the Roover Power Plant Act of

15 1984; sufficient to ~ repayme~: &Cd eSt~blish reserves for repayme~t of

16 $175,000,000 (or =ore) of funds advacced by or for CAWCD for cocs:~uc:ion

17 of authorized features of the Central Arizoca Project.

18 b. In the event that a Navajo Power ~rk.eti~ Plan sufficient co make

19 repayment &cd establish reserves for repayment of $175,000,000 (or ~re) of

20 fueds advanced by or for CAWO is :at adopted by the Secretary i:: time :0

21 e~able CAWCD to meec lts scheduled coc:rtbut10n of funds for ~ev Waddell

22 Dam, this AlIreeme::e is suspecded pecdi~ developllle::t &cd approval of :such

23 Plan. In the event such Plan ls not developed Ed adopted by December 31,

24 1987, the Noa-Federal Parties shall have the opt1011 to renegoclate or ter­

25 a1naCe this ~ reement without pecal:y to my party.
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1 c. If funds are advanced by ocher en:i:ies for acd on behalf of CAWCD

2 with CAWCD' s ag reelllent. arod such ag reement: shall not be unreasonably with-

3 held. such funds will be treated as CAWCD funds otherwise advanced under

t. this ~ reemenc.

5 V~rde River Procectioc Fund

6 16. The State of Arizona shall establish a -Verde River Protec::ion Fund-

1 to be used for the protection and preservation of the Verde River. The

8 Fw:d shall be adl!l.i:1st:ered by the Stace. of Arizona and uy be used for pro-

9 per~ acquisi::ion. habitat e~cemeut and/or habitat protection aloag the

10 entire reach of the Verde Uver. The State' shall establish the Fund and

11 provide not less than $2.000.000 for the Fund no later than August 31. 1986 •
. ' .

12 CAW'CD Purchase of Readg~rter'I COIIlpla:

13 17. In accordance with the letter of 1ntetU:. sllned by CAWCD on December 12,

14 1985. to provide for the purchase of land and 1JIprovements c01llllloc.ly ~owu

..
IS as the Central Arizona Project Headquarters eo.pla:. wi::hi: the calendar

16 year 1986. CAWCD will c.e; ociace a purchase 8J t'eemenc and lease ~ reement

17 withche United States for the Central Arizoua Project Readquar::ers

18 COIIlpla:.

19 Non~pl1ance Provision

20 18. hCC4c1ziqchac the Non-Federal Parties 1::.tecd that the 81igr~ate

21 local c:on:r1buc1on achieve the timely c:onsc:uccion of the .ggregate of

22 features described iJ: this ~reem.ect. the follovi.::g is agreed co:

23 a. In the event that c:auses withi: the control of the U'Cited States
•

24 result in .~u1ficant cbaages in: (1) construction of Hew Waddell Dam or
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1 Cliff Dam, or the modification of Roosevelt Dam or Stewart ~ountai~ Dam;

2 (2) project purposes; (3) levels of services; (4) appropriation authori-

3 ties; (S) or project authorizations from those upon which this Agreement 1s

4 based, the Noe-Federal Parties and the United States ~ay attempt to renego-

5 tiate this ~reement based on the new circumstances. (With r~ard to

6 construction of Proj ect Works, s~nificant chariI es shall be deemed to have

7 taken place 1l conscruction on a feature bas beee balted for a period of 18

8 months or more.) If such n~otiations do not result in a ~utually accep-

9 tAble ~reemea.t. the Non-Federal Parties shall have che option of ter-

10' aainatitllJ this Ag reement with a lIl1a.imUlll of 129-days written notice. In

11 the event of termination, all CUIIlU1aUve contributions made by CAWCD, the

12 Flood Control District. &Cd the Cities~s~ll be credited as a prepayment

13 ~ aiaac CAlleD f. inceruc-beariCll oblig acion. Should the Uci:ed States fail..
14 to credi: all cumulative contributions made by CAWeD, the Flood Coctrol

15 District. and the CiUes as apt~paymect aIJ ainst CAWCD' s 1nterest-beari:::l?;

16 obl~a1:ion, the United States shall pay liquidated d~es of $79,000,000

11 to CAWCD, the Cl:ies, and the Flood Cectrol Dis:rict ic direct proportion

18 to their respective contributions made under this ~reeme:t at that date.

19 Cumulative contributions made by SiP:

20 U) will be credi:.ed ~ ai~t StU" s Safe~y-of-!>ams oblLi atioc to the

21 ex:ect such oblj;aUon exists or remai:s unsatisfied;

22 (11) in the event such obl~ation is no loc;er ou:s::at:di::;, shall be

23 credited ~ainst any other outstandiog obl~ado:. i: has to the Unitetl

24 StaCes under Ileclamatioo law. as des~nated by SRP; or

25 (ili) 10 the absence of such a des~natioc or obl16acion, shall be

26 refunded to SRP wi:hin a reasonable tiae.
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1 Ie the event saP's cumulative contributions. or appropria~e portions

2 thereof. are notcredi;:ed or refunded in accordance with (i), (ii). or

3 (111) above, the United States sball pay liquidated dauu~es in an amount

4 equal to: SiP's cumulative contributions to the date of the termination of

5

6

7

8

9

10

11

12

13

this AiJreement. lIlinus any amounts properly credited or refunded.

b. In the event that any Non-Federal Party, due to causes withiu its

control. fails to aake a contribution in a year in which such contribution

is due in accordance with this Agreement. and ao other Noro-Federal Party

eleca to lUke up the shortfall. the parties hereto shall attempt to rene-

lotiate this Ie reeuaent. .For the purpose of· .chis Subarticle 18. b•• the

failure of a Noe-Federal Party to make a scheduledc:ontribution in any

• .<. -
Ulount. plus accrued late chaqes. for a period of 18 lIIOnchs (a::d which is

DOt lUde up by another caty> shall be suffi.s.ient jwst1fication for rene-

14 lotiation. If such ~otiatious do not result in a mutually acceptable

1S III reement. the United States shall have the option of eermi:.ati=g this

16 ~reement with a minimum of 12o-day's written notice to all other parties.

17 In the event of teoi:ation by the United States, cumulative contributions

18 made to date by the :foc-Federal Parties, tlOt to exceed $100.000,000. shall

19 be considered as up-f-roc: fundi:; to be credited as unst Cocreilllbursable

20 costs aad, in the case of SaP. credited to fw:diq required ?ursuac.t to the:

21 Reclamation Safety of Dams Act Amendments of 1984; ?rovided. That the

22 State's contribution to the Verde liver Protection Fued shall CDt be sub-

23 ject to the provisions of this Subarticle 18.b.

24 Effect of Litigation

2S 19. The United States. and auy other party to this Agreesent who inter-

26 venes, shall abide by ::he flnal judillent In the lawsuit entitled Maricopa
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1 Audubon Soc1ecy, ec ale vs. Rodel. et al •• No. CIV-8S-Z166-PHX-PGR. Co the

2 ex~enc such decision affects the ab11i~ies of said enticies to fulfill

3 their respective obl~at1ons as escabllshed herein. The Unl~ed States. the

4 Non-Federal Par~ies. and the State shall retain any rights they have tq

5 appeal :he decision of the Discrict Court to final j~ment. ~hould they so

6 desire.

7 Add itional Leg illation

8 20. a. CAWCD's obl1iaUous under this AlIreemenc shall be conti~e~c upon

9 1:5 obta1n1~ such additioual le;islacive authority as =-y be ~ecessary or

10 . appropriate co enable CAWCD to carry out th~. terms of this All reement. Such

11 auchority aay provide chat CAWCD shall bave the authority to issue boeds

12 necessary to carry oUl; the objectives&tu!""obli;aciocs of this :\Jreement.

13 Such authority ..y also include the auchorizacion for CAWCD to accept

14 fundl.q cvanced by ocher entities 1n accordance with Subarticle 15. c.

15 hereoC. Ic is understood &ad ~'t'eed that CAWCD shall have the opUon to

16 withdraw from this Agreement 1£ either bomiiaJ authority is :1Ot obcaiced or

17 sufficient fut:ds are not advanced by other entities as provided in

18 Subar::lcle 1S.c. In the evenc the law ~bodyiCli such authority 1s ~ot

19 siSned by the Goveruor of Arizona prior to ~ust 1, 1986~' ar.y party shall

20 have the option co rene;ociace or ter:aicace this ~!'eemect wi.:~out pe~l:y.

21 b. The ob1i;acion of the Cities, S~, and the Flood Cont~ol

22 District under this AlJ reemenc shall be con:i~ent upon their obta1.~i::g such

23 additional l~i.lacive authority as aay be necessary or appropriate to

24 enable them to carry ouc the tenu of this All reement. In the eVent the

25 I.aw(s) embodying such auchor1ty(1es) is (are) noc signed by the Governor of

26 Arizona prior to Augusc 1, 1986, any party shall have the option to rene;o-

27 tiate or terminate this ~ reelDent without penalty.

25



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Rel&~ionsh1p of Par~ies and Liabilities

21. Except as otherwise expressly provided nerei=. co party hereto is

authorized to act as the ~ent for or otherwise oc. behalf of any other

par:y in the performance of any obligations under ~his ~reemen~. Nei:her

the Non-Federal Parties, the State nor Tucson shall assume acy liability

for any claiJu or actions aris1~ out of the perfor.nac.ce by the Utli:ed

States of any construction, des1JJn, or other work cOQtemplar.ed by this

~reeaenc. Tort liabilicy of the United States shall be ioverc.ed by :~e

Federal Tort Clai.. Act (28 U.S.C. § 2671 et seq.).

".,. ...

-
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1 LN WITNESS WHZREOF. the ?arties hereto have executed this Agreement the

2 day and year :i=~t above written.

,."

3

4

5

6

THE UNITED ~STATES OF~~RICA j
/ .I ./ ~ ., /' /'1 ' (I .f) . f /
:..,../"/'....~4 I ..~. /1_: .:. ...- ,r( 8y: I.. {-: .• ,..' ::' ~ _ . ,-,_':..,

Co~ssione~ o~ ~e~la:a~~on Secretary of :he Int~rior

11

12

13

14

15

16

CENTRAL ARIZONA WATER. CONSER.VA1'IOl~

DISTlUCT... ~.. /' ...

~ A I.~
j/ :.1-'<

""test. ~a!!---:{IAI'-- By: pmiJ':'c-j.£".~JMV:

Approved".ts~.--
to f Ot'1ll: .

G.!ner Counsel

SALT uvn VALI.EY WA1'!R. USERS' ASSOCLU'ION

By:

27

FLOOD CONnOL DISTllCT OF
KA1UCOPA COUNTY

By:~a.-&/'
.,., Chai.rmanBOard of;;s'iractors

Mproyeda§ii~
to For.a: ~

(~ --

Attest and ,d~iL.
Countersign _

Secretary

17

20

21

19

18

22

23

24

27

2S

26



1 SALT RIVER PROJECT AGRICULTURAl.
llIPROVEME.'n' AND POWER DISTRICT

Approved
co for2:

2

3

4

s

6

Al:ust aD<I ~
Countersign ~ By:

~t~

-

,. -

CITY OF CBANDLD.

Clerk'
Atta!t:9

11 Approved
to fona: ~~~if:i.~~t:,;jL..L~~__

7

12

10·

8

13

14

15

16

·Attest:
Clerk

. ,.

-.r ~.., 0." I.. -- ..,
:

17
Approved as

18 to for::

19
CITY OF ~SA

21

22

23

.
."-./.\tt-=st: . '" ~~..,

;', ; D "I CJ,er~
--. I'

/ .1
.",

4-
~. 1

.\':•. ( ".., By:
City Manager

24

2S

Approved aa', ., _ , I.

to £0- ~ I'" #' ·1 1 •• ,. ,', !J

....: CJ.C~ A;.to~:S;"- ( 1.(. w, '1
,. I

v
28



1

2
CITY OF PHOENL~, Marvi~ A. Andrews,

City ~anager

9

Ma~.or ,

(

:~~
Mayor

.. ' ".. .
- .

By: .'/1'/ J-/ ,/ ;-

"Deputy. .,Ci ty 'Clerk
..

APprfoved "Ji· I ," -::- _1.. ;. ~ it)
to orm: 1 j , t ~;:i I I' . ~ ;;;;;;. tJ:,

City Attorney

Attest: ioy R. Pederson, City Clerk

4 Attest:

3

7

10

11

5

14

12

8

15

13

6 Approved ~~~
to form:

-lI-:"'-olo-~~"""':'_"';::;;"";-";'-'+-..;;..lII;"';'"

16

17

18

19 -.

CITY OF mU'E

ay,YL~1~
Mayor

21

22

23

24 Attest: 1J"w..,U .. ..c. '-" ....;J •
Clerk

25

26

27

29



Em IBI:' "A" ro AGa.EL"fE.Vl' :\MONG mE UNITED STATES,
tHE CENTRAL ARIZONA \lATER CONSERVAnON DISTRICT,

2 tHE FLOOD CONTROL DISTRICT OF MARICOPA COUNTY. tHE
SALT RIVER AGRICULTURAL L'iPROVEMDT MID POWER

3 DISTRICT AND SAL: RIVEa VALLEY WATER USERS'
ASSOCIATION, lHE ARIZONA CITIES OF CL\.NDLER,

4 GLENDALE, MESA, PHOENIX, SCOTTSDALE. AND TEMPE.
tHE STATE OF AllIZONA, AND tHE CIn OF TUCSON FOR

5 FUNDI:fC OF PLAN SIX FACILITIES OF 1HE CE."fl'RAL ARIZONA
ARIZONA PROJECT, AJ.IZONA, AND FOR. OTHEi. PURPOSES (AGREE.'1ENT)

6

1

8

9

10

11

12

13

L4

1.5

16

17

L8

A.1. Cons~ruc:1on Schedule
F1rst Major Substat::iall.,
Coastruc:ion Co.ple~e

Con~rac~

Aqueduc: ~o1~ 1993

Tef"la1nal Storace 1994 1995

Noa-Iad1£Q Dis:ribU:10n On;o1q :fo~ deter::a1:led.. ..' .
Iadian D1str1bU:10n ~oi~ :fo~ deter:llU1ed

New Wedell 1987 .. 1995

loosevel: 1990 1995

Cliff 1991 1997

S:evart ~untun 1988 1990

Buttes 1994 1999

L9 A.2. Federal .\Doropda~ioas

20 The parties contemplate that it will require spendable Federal funds

21 in QOt less than the followiDl amounts annually :0 Dee: the coastruc:ion

22 scheiw.e as identified in Section A..1. above:

23

24

25

26

1987
1988
1989

1990
1991

$212 ,000 ,000
$221,000,000
$227,000,000

$L81,ooO,OOO
$180,000,000

1992 $180,000,000
1993 $118,000,000

1994 $118,000,000
1995 $180,000,000
1996-1999 As need ed

schedule
:0 ..intain construc:ion

27 The projections for Federal fundiDl require.enu will be aaod1fied annually

28 as par: of the consultative process defined in Article 9 of this ~ree.ent.
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1 B. Determination of Total ~on-Federal Contributions

2 1. CAWCD- The contribution is to sum to $175.000.000. This amount is a

4 coata.
(

3 fixed value and is not adjustable due to changes in project construction

5 2. Flood Control District- The Flood Control District will contribute a

6 total amo~~t equaliDi 20 percent of the costs allocated to the Flood

7 Control fun~tion of the Central Arizona Project (~). adjusted by the
.-

8 relationship between the Flood Control benefits associated with Features of

9 Plan Six and the Flood Control benefits associated with CAP. The foun-

10 dation for this calculation is the CAP cost allocation. The calculation to

11 --De used in determ1nil1J and adjustiDi the total is as follows:-

12 • Flood Control benefits associated with Features of Plan Six divided

13 by the Flood Control benefits associated with CAP; multiplied by 20%; multi-

14 plied by the total CAP costs allocated to Flood Control.

15 For example:

16 • $23.000.000/$25.000,000 • 0.92 (92%)

17 • 0.92 :imes 0.20 • 0.18 (18%)

18 • 0.18 times $339.000.000 • $61,020.000

19 3. SRP- The Salt liver Project will contribute an amount not to exceed

20 15 percent of the costs allocated to the Safety-of-Da~s function and

21 authorized by the R.eclamation Safety of Dams Act of 1978. and amendments

22 thereto. for the construction of Cliff Dam, and ~odificatlons to R.oosevelt

23 Dam and Stewart ~untain Dams. The foundation for this calculation 15 the

24 CAP cost allocation. The calculation to be used in determiniQg and

25 mjustlDi the total is as follows:

26 For example:

27 • Allocated Safety of Dams cost times 15%:

28 ·$278,000,000 times 0.15 • $41,700,000
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4. Cities- The Cities will contribute an amount not to exceed 5.8% of

the total construction cost of Cliff Dam and 10.2% of the total construc-

tion cost of Modified Roosevelt Dam for the purpose of obtai~ing the use of

the additional reservoir capacity at each structure. These percentages are

9,900,000

$ 8,200,000

1988 21,000,000

1989 33,700,000

1990 11,500,000

1991 55,300,000

1992 35,400,000
$ 175,000,000

1986

1987

*Central Arizona Project Simulation Model

1. CAWCD- The basic premise of the withdrawals is to prOVide sufficient

A and the level of 'Federal funds in Section A, the withdrawals should not

by multiplying th~ CAWCD's average annual water supply costs, at October

principles for the allocation of future sedimentation losses, unless other-

and Modified Roosevelt Dams as computed bv a CAPSIM* run dated December 3,

exceed the following amounts:

herein. Given the estimated construction schedule as presented in Section

operati~ principles to be set forth in Exhibit ·C" hereto, including the

running CAPSIK should be deemed to dictate or otherwise determine the

the October 1986 construction cost estimates for Cliff and Modified

1985, and expressi~ the resulting total purchase costs as a percent~e of

1986 price"levels, times the aver~e annual yield to the Cities from Cliff

wise prOVided in Exhibit ·C·.

to remain fixed throughout the term of this Agreement and were calculated

C. Determination of withdrawals From the Escrow Accounts

Roosevelt Dams respectively. None of the assumptions that were made in

Federal and non-Federal funds to accomplish the construction as scheduled

1

2

( 3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

,,-3



1 2. Flood Cocerol D1seric~- The basic premise of :he wi:hdrawals is eo

2 provide sufficiect: Federal and 'lon-Federal funds :0 accomplish the const:ruc"

3 tion as scheduled herein. Given the est:imated construction schedule as pre-

4 seneed in Sec~ion A and the level of Federal funds in Section A. the

5 wi:bdrawals should ::lOt exceed :he followi~ amounts (subject; to future

6

7

8

9

10

11

12

13

14

revisions per Seccion E):

1988 $ 3.700.000

1989 3.700.000

1990 5.700,000

1991 11 .400,000

1992 33.200.000
.... .-

1993 7.000.000

1994 16.100 ,000

$ 80.800,000*

15 The Flood Concrol Dist~ict will make.coc:rtbuelo~ to the escrow account ia

16 equal quarterly installaenes sufficienc to .eet the Withdrawal schedule as

17 it aay be revised pursuact to Section E.

18 3. ~- The basic premise of the w1:~rawals is to provide sufficiecc

19 Federal and con-Federal fucds to accomplish the cocst:uc::ion as scheduled

20 herein. Give~ the estimated conscruc::ioc schedule as ~rese~ted i= Sec::10n

21 A., and the level of rederal fue.ds 1= Section A. the wi:hd:-awals should ::lOt

22 exceed the followi~ amounes (subj ec e to fl1cure revtslons per S.ec::1on E):

23 *A.sSUllles 5% antl.l1&1 1J:.flacloc froca 1988-1991 inclusive. &Cd 6% inflation
thereafter.
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2

3

4

5

6

7

8

9

10

1986 $ 1,100,000

1987 1,400,000

1988 3.200.000

1989 4.000,000

1990 4.500.000

1991 6,;00,000

1992 18,600,000

1993 4,000,000

1994 9,000,000

$ 52,300.000··

11 S1l.P vill ak.e contributions to the escrow account it:. equal quar~erly

12 inst&llaencs sufficient co uet the W'1tbdrawal .chedule as it :uy be

13 r~.ed pursuant to Sectiot:. E. Such contribu:Lot:.S are subject to ~just-

14 ment bued on cot:.tributions other-.n.se ade by SU acd ~ reed llpon betweer:

-
15 S1l.P &ad the Ut:.ited States to be applicable to SaP's Safety-of-~ams obliJa-

16 tiot:.. On or before October 1, 1986, the S1l.P &ad the Ut:.i::ed States shall

17 reach IlUtual .g ree:lle:1t on the applicability to SaP's Safety-of-Cams I3blii a-

18 tion of contributions ~e prior to the date of this ~ree:llent,

19 4. Cities- The basic prelllise of the W'1thdrawals is to provide suf-

20 ficienc Federal and WDn-:ederal fueds ::0 accoapllsh t~e cot:.St:uc~iot:. as

21 scheduled herei:1. Give:1 the estioated cot:.St:ucuon schedule as prese:tad it:.

22 Section A, &Cd the level of Federal funds it:. Sectiot:. A, the ~:hdrawals

23 should I10t exceed the followi~ amounts (subject to futllre revidons per

24 Section E).

25 ·Assumes 5% annual inflation fro- 1988-1991 inclusive, aad 6% inflation
thereafter.
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..

1

2

3

4

5

6

7

8

9

10

1956 S 300.000

1987 400.000

1988 2.100.000

1989 2.750.000

1990 5,000,000

1991 8,900,000

1992 24,800,000

1993 6,030,000

1994 12,180 ,000

$ 62,500,000·"

11 In che evenc chac cbe Uniced Scaces chooses noc to wi~hdraw ~he full'amounc

12 of fw:ds available for wi~bdrawal in anyone year, the amounc c.oc

13 witbdrawn, plus any ic.ceresc acc~ed OCt thac ..oue.c, shall remain available

.14 for expet:.cU:llre in subsequec:: years. The decet'tllic.acio'Cl not: to fully expet:d

--
15· lDOuies available for wi.:bdr~wal in any year will cot:, 1.n ac.d of i::self,

16 reduce che Cic1es' obl~acious ·under Seccion B.~. herei~.

17 D. Dec~r.:i~atiou of Coucribut10us Ic.to the Escrow Accouncs

18 1. CAWCD - A first cou:ribuciou of $8,200,000 shall be made by ~ust 1,

19 1986. Thereai~er, :he follow1~ annual coc.cributious* will be ude i~

20 equal qua~~rly i:scallmencs c~ec.cic; Oc:ober I, 1986:

21

22

23

24

25

26

1987

1988

1989

1990

1991

1992

$ 9,900,000

21,000,000

33,700,000

11,500,000

55,JOO,OOO

35,400,000

27 • Assumes 5% anc.aal ic.flation from 1988-1991 ic.clusive, acd 0: 1:f1at100
thereaf~er.



1 2. Flood Control District - The following annual cont=ibutions viII be

2

3

4

5

6

7

8

9

10

made in equal quarterly installments commenci~g October 1, 1987:

1988 $ 3.ioo,OOO

1989 3.700,000

1990 5,700,000

1991 11. 400,000

1992 33.200.000

1993 7.000.000

1994 16 ,100,000

3. m. - SU shall _k~ a first contribution of $1.100.000 by

11 September 30. 1986. Therealter. subject to the adjustments conte~lated in
......

12 Section C.3 •• the following annual contributions will be made in equal

13 quarterly iastalblencs cOIDeacing October I, 1986.:

14

15

16

17

18

19

20

21

1987 $ 1,400 ,000

1988 3,200,000

1989 4,000.000

1990 4,500.000

1991 6,500,000

1992 18.500,000

1993 4,1J00,~

1994 9,000,000

22 4. C1ties- Given that the contribution is a variable amount (see

23 Section 8.4.) and that the anticipated withdrawals are variable over time

24 (see Section C.4.), it is desirable that the contributions into the escrow

25 account occur in a uniform mann~r sufficient to seet three goals: (1) as

26 uniform an amount per Year as possible; (2) sufficient contributions to

27 cover withdrawals; and (3) total contributions and vithdraval3 equaling

28 the agreed upon total contribution deter=ined under Section 8.4.
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1 A first contribution of S4,000,OOO shall be made by September I, 1986.

2 Thereafter, the folloving annual contributions* will be made in equal quar-

3 terly installments commencing Oc~ober 1, 1986:

4

5

6

7

8

10

11

1987 S 5,000,000

1988 6,000,000

1989 7,000,000

1990 7,000,000

1991 7,000,000

1992 7,000,000

1993 7,000 ,000

1994 4,450,000

'. -
12 E.De~er2ination of Changes to Total Contribution, ~ithdrawal5 F~om Esc~ow

13 Accounts, and Contributions Into Escrow Accounts_

14 1. CAWCD

15· a. Total Con~~ibutions - -The total contribution 15 a fixed amount.

16 2. Flood Control District

17 a. Total Cont~ibutions - The yearly reevaluation could change the

18 total amount to be contributed. The process presented in Section B.2 will

19 be used to deter=dne the new total contribution.

20 b. ~i:hdrawals from the esc~ow 3ccount-- If the total cont~ibution

21 identified in Section £.2.a. changes, the future withdrawals would be based

22 on the following:

23 *The contribution schedule assumes 8% annual interest earned in escrow.
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• new total con~ribution. less the net of (historic ccntributions

2 into the escrow accoun~. plus accured interest 1n the escrow account)

3 equals the remaining contributions to be made.

4 • This remaining contribution will be available for withdrawal

5 over the remaining construc~ion period so that the total Federal and

6 non-Federal monies equal the anticipated costs.

7 c. Cont~ibut10ns lnto the escrow account-- If the new r~in1ng

8 total contribution changes (identified In Section E.2.b.). yearly contribu-

9. tions into the escrow account will be sufficient to meet the adjusted

10 v1thdrawal schedule.

11 3• .!!f.

12 a. Total Contributions-- The yur~ reevalu&tion could change the

13 total amount to be contributed. The process presented In Section B.3. will-
14 be used to deter=!ne tbe new total contribution.

15 .. b. Vithdrawals from the GCrOW account-- If the total contribution

16 identified in Section E.3 ••• changes, the future withdrawals would be based

17 on the following:

18 • new total contribution. less the net of (historic contributions

19 into the escrow account. plus 3ccrued interest ln the escroW account)

20 equals the remaining contributions to be ..de.

21 • This relll&1ning contribution will be available fo.r withdrawal

22 over the remaining construc:ion period so that the total Federal and

23 DOn-Federal IIIOnies equal the anticipated costs.

24 c. Contributions into the escrow account-- If the new remaining

25 total contribution chanses (identified in Section E.3.b.). the yearly

26 contrtbutioas Into the escrow account will be sufficient to eeet the

27 adjusted withdrawal schedule.
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2

4. Ci~ies

a. Toeal Contributions-- The yearly reevaluation could change the

3 total amount to be contributed. The percentages of construction costs of

4 Cliff Dam and modified Roosevelt Dam presented in Section B.4. will be used

5 to determine the new total contribution.

6 b. Withdrawals from the escrow account-- If the total contribution

7 identified in Section E.4.a. changes, the future withdrawals would be based

8 On the following:

9 • new total contribution, less the net of (historic contributions

10 : into the escrow account, plus accrued interes~ in the escrow account, less

11 the historic withdrawals) equals the remaining contributions to be made •
... -

12 • This remaining contribution viII be available for w1:hdrawa!

13 over the remaining const~uction period so that ~e total Federal and

14 non-Federal monies equal the anticipated costs.

15 c. Contributions into the escrow account-- If the new rema~ning

16 total contribution changes (identified in Section !.4~b.), the yearly

17 contributions into the escrow account will be deterzined based on the three

18 goals listed in Section 0.4. except as adjusted in Section F of this

20 F. Application of Interes: !arned on Contribut~ons Into the Escrow' Accounts

21 The application of any interest earned on funds contributed into t~e escrow

22 accounts will be handled in the following sanner.

23 1. CAWCD - All interest accruing to the escrow account shall be avail-

•
24 able to ~~CD at the end of each Tear.

25 2. Flood Control District - Any and all interest earned in the escrow

26 account will be used to dete~ine the remaining required annual contribu-

27 tions.
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-
.. - ..

1 3. ~ - Any and all inte~est earned in the escrow account will be used

1 to deter2ine the remaining required annual contributions.

3 4. Cities - Any and all interest earned in the escrow account will be

4 used to determine the remaining required annual contributions.

5

6

7

8

9

.10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

2S
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1

2

3

4

5

6

7

Exhibit B

ESCROW INSTRUCTIONS FOR THE AGRE~~NT AMONG
THE UNITED STATES. THE CENTRAL ARIZONA WATER

CONSERVATION DISTRICT. THE FLOOD CONTROL DISTRICT
OF MARICOPA COUNTY, THE SALT RIVER AGRICULTURAL

IMPROVEMENT .urn POWER DISTRICT AND SALT RIVER VALLEY
WA'rER USERS' ASSOCIATION, THE ARIZONA CITIES OF
CHA..'IDL£R, GLE~ALE. MESA. PHOE:iIX. SCOT1'SDALE. AND

TEMPE. THE STATE OF ARIZONA. AND THE CITY OF TUCSON FOR
FUh1>I:iG OF PLAN SL"{ FACILITIES OF !HE CENTRAL ARIZONA
PROJECT. ARIZONA. AND 'FOil OTHER PtTR.POSES (AGREE:iENT)

8 1. Separate escruw accounts. or one escrow account divided into separ-

9 ate subaccuunts. shall be established with a federally chartered bank1:lg

10 institution or the State Treasurer of the State of Arizona as Truseee for

11 each of ::he ~o-:ederal Par::ies eOOl::ribueJ.Olg funds pursuant to this

12 Agreement.

-13 2. !he e~crow accounts shall be established pursuant to a truse

14 agreellleat( s) entered L:1tv bet\ole~ the ~o-Federa1 Parties and the Truseee.

15 Cupies of such trust agreement(s). aOld any amendments ::hereto, shall be

16 furnished::o the Secrecary.

17 3. !h~ TrU$:ee shall inves:: the assets vf the escrvw account(s) in any

18 federally bac~d or 1nsured 1nves:ments. including repurchase agreements

19 w1::~ public depo~i:vrles. United States Treasury securities. securities

20 issued oy a~ agency uf the United States Cuverameat. ~ud commi:lgled funds

21 laaWtaL.led by the Trustee that are oriented t..>ward suc~ l.lvestments. U

22 the S:ate Treasurer" i:l the TrWJ::ee. the escruw account( s) shall be admi-

23 uistered t~ accordance with title 35. Chapter 2. Article 2 of the Arizona

24 Revi~d Statutes. as it may be ameaded from time ::0 time. and ia accordance

2S wi::h hi~ seatutury po\olers and duties.
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4. The Trustee shall be instructed to disburse funds from the escrow

2 account (s) in accordance with Sections C and E of Exhibit "A o

• on wri tten

3 demand by the Regional Director, Lower Colorado Region. Bureau of Reclama-

4 tion. Such funds shall be disbursed wi~hin five (5) working days of

5 receipt of such written demand. The Trustee shall not be liable for .the

6 proper distribution of any part of the escrow account if distributions ar~

7 made in accordance with written directions from the Regional Director,

8 Lower Colorado Region, Bureau of Reclamation or his duly authorized repre-

9 sentative.

10 S. The Trustee'. records and accounts of all investments, receipts and

11 disbursements shall be open to the inspection of the Secretary at all
.,~ ....

12 reasonable tilDes. Upon receipc of a deposit from a ~on-Federal Party, the

13 Trustee shall provide the Regional Director wit~a confirmation statement

14 of such receipt. The Trustee shall, upon request, furnish a copy of the

15 Trustee's transactions to the United States for each account within sixcy

16 days of the end of each Year.

17 6. The escrow account(s) and the trust agree.menC(s) shall be ter:llinated

18 only upon Ca) completion of withdrawals of all principal and interest (if
. .

19 authorized by this Agreement) by the United States in accordance with

20 Exhibit -A-; (b) upon ter2ination of this Agree~e~t; or (c) upon mutual

21 agreement by all the ~on-Federal Parties and the Secreta~.

22 7. In the event of ter:llination of this Agreement. the funds in the

23 escrow account(s) shall be withdrawn and distributed as follows: Any

24 funds. including accrued incerest. deposited by CAWCD. the Flood Control

25 District. the Cities and SIP shall be returned to each of them. respec-

26 tively. within 30 days from the date the CAWCD, the Flood Control District,

27 the Cities, the SiP and the United States jointly notify the Trustee. in

28 writing, of the termination of this Agreement.
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2

3

4

5 '

6

7

... "8

·9 i
10

11

12

( 13

14

15

16 I
17 .

I
18 .

19 ,

20

21

22

23

24
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EX~IBIT C

~GREEMENT AMONG THE UNITED STATES OF AMERICA,

THE SALT RIVER PROJECT AG~ICULTURAL IMPROVEMENT

AND POWER DISTRICT AND SALT RIVER VALLEY

WATER USERS' ASSOCIATION,

THE CENTRAL ARIZONA WATER CONSERVATION DISTRICT,

THE FLOOD CONTROL DISTRICT OF MARICOPA COUNTY,

AND THE ARIZONA CITIES OF CHANDLER, GLENDALE,

MESA, PHOENIX, SCOTTSDALE AND TEMPE,

ESTABLISHING INTERESTS IN ACTIVE

CONSERVATION CAPACITY AT CLIFF AND MODIFIED ROOSEVELT

DAMS AND RESERVOIRS,

PRINCIPLES OF OPERATION OF SAID DAMS AND RESERVOIRS,

DIVISION OF OPERATION, MAINTENANCE, AND RE?LACE~ENT COSTS,

ALLOCATION OF LOSSES IN STORAGE CAPACITY DUE TO SEDIMENTATION

AND OTHER RESPONSIBILITIES REL~TtNG TO SAID

DAMS AND RESERVOIRS AS PART OF PLAN SIX OF THE CENTRAL

ARIZONA PROJECT, ARIZONA, AND .FOR OTHER PURPOSES

.,4
1. This Agreement is entered into this IS - day of

~,:, , 1986, pursuant to the Reclamation Act of June 17,

1902 (32 Stat. 388), and Acts amendatory thereof or supplementary

thereto, including but not limited to, the Colorado River Basin

Project Act of September 30, 1968 (82 Stat. 885), the Reclamation

Safety of Dams Act of 1978 (92 Stat. 2471, as amended by 98 Stat.
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1481), and the Hoover Power Plant Act of 1984 (98 Stat. 1333),

and pursuant to the Act of the Arizona Legislature authorizing

execution and performance of the Plan Six Agreement by the Arizona
- .

entiti~s which are parties thereto; among the UNITED STATES OF
.-

AMERICA,-acting through the Secretary of Interior, the SALT RIVER

PROJECT AGRICULTURAL IMPROVEMENT AND POWER DISTRICT and SALT RIVER

VALLEY WATER USERS' ASSOCIATION, the CENTRAL ARIZONA WATER

CONSERVATION DISTRICT, the FLOOD CONTROL DISTRICT OF MARICOPA COUNTY,

and the Arizona CITIES of PHOENIX, SCOTTSDALE, TEMPE, MESA, CHANDLER

and GLENDALE.

Recitals

2." WHEREAS, the parties hereto have executed or will execute

simultaneously with this Agreement an agreement to provide funding for

the acceleration of construction of Features of Plan Six, a part of

the Central Arizona Project (CAP), which agreement is herein referred

to as the Plan Six Agreement; and

WHEREAS, the parties hereto desire to prescribe principles to

govern the division among them of Active Conservation Capacity made

available at Cliff and Modified Roosevelt reservoirs by construction

contemplated under the Plan Six Agreement; and

WHEREAS, the parties hereto desire to prescribe principles to

govern the division among them of costs associated with operation,

maintenance, and replacement of Cliff ~nd Modified Roosevelt Dams; and

WHEREAS, the parties hereto desire to prescribe principles of

operating procedures for Cliff and ~odif;ed Roosevelt Dams end
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(
reservoirs; and

Set forth reservoir operating criteria relating to flood

control and Safety of Dams (SOD) operations and minimum pool

requirements.

NOW, THEREFORE, in consideration of the mutual covenants herein,

the parties hereto agree as follows:

WHEREAS, the parties hereto desire that this Agreement be

designated "Exhibit C· as it is referred to in Subarticle 5.c. of the

Plan Six Agreement; and

WHEREAS, the parties hereto acknowledge that future agreements or

amendments to existing agreements between the Salt River Project and

the United States Bureau of Reclamation will provide among other

things the following:

De$ignate the District as the operating agent for all dams

and reservoirs on the Salt and Verde Rivers which are part of

Plan Six and/or the Salt River Reclamation Project.

Assign operation, maintenance, and replacement cost

responsibility to the District, taking int~ account any

responsibility of the United States resulting from the new

flood control function.

2 WHEREAS, the parties hereto desire to prescribe principles to

gover'':' the al.1ocation among them of responsibility for losses in

r~se~v~ir storage capacity due to sedimentation in Cliff and Modified

Roosevelt reservoirs; and
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3. Nothing in this Agreement shall be construed so as to modify

those obligations, covenants, responsibilities or conditions set forth

in the Plan Six Agreement unless expressly provided otherwise herein.
. .

Nothing in thls Agreement, except paragraph 10, shall apply'to the

operation of New Waddell Dam and reservoir or to the Agua Fria River

and source.

Definitions

4. The definitions contained in the Plan Six Agreement are

applicable to this Agreement unless expressly provided otherwise

herein. Additionally, unless otherwise expressed or manifestly

incompatible with the intent hereof, the following definitions apply

herein:

4.1 DEAD CAPACITY: The reservoir capacity from which stored

water cannot be evacuated by gravity.

4.2 INACTIVE CAPACITY: The reservoir capacity exclusive of and

above the Dead Capacity from which the stored water is

normally not available because of operating agreements or

other restrictions.

4.3 ACTIVE CONSERVATION CAPACITY: The reservoir capacity

assigned to regulate reservoir inflow for irrigation,

power, municipal and industrial use.

4.4 EXISTING ACTIVE CONSERVATION CAPACITY: The Active

Conservation Capacity in the reservoirs of the Salt River

Reclamation Project prior to Plan Six construction of Cliff

a~d Modified Roosevelt Dams and reservoirs.

,I
I
I
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4.5 ADDITIONAL ACTIVE CONSERVATION CAPACITY: The difference

between the Existing Active Conservation Capacity and the

Active Conservation Capacity after Plan Six construction of
."

Cliff and Modified Roosevelt Dams and reservoirs.

4.6 ADDITIONAL WATER CONSERVATION YIELD: That water which

results from the construction and operation of the

~dditional Active Conservation Capacity in Cliff and

Modified Roosevelt reservoirs for which appropriative

rights are granted by the State of Arizona and which will

accrue to the Cities.

4.7 SURCHARGE CAPACITY: The reservoir capacity provided for

use in passing t~e inflow design flood through the

reservoirs.

4.8 USBR·: The United States Bureau of Reclamation

4.9 COE: ·The United States Army Corps of Engineers.

4.10 EXISTING HYDROGENERATION: That hydroelectric energy

~ produced by virtue of existing water conservation yields

and existing hydraulic head through existing, new, or
~ -

uprated facilities.

4.11 ADDITIONAL HYDROGENERATION: That hydroelectric energy

~ produced by virtue of ~dditional Water Conservation Yield

22 and additional hydraulic head through generating facilities

23 at Modified Roosevelt Dam.

24 4.12 OM&R: Operations, maintenance, and replacement.

25 4.13 REPLACEMENT: Such work and expenditures as are required to

26 maintain Cliff and Modified Roosevelt Dams in a safe,
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sound and operationally efficient condition under normal

operating circumstances. Replacement shall not include any

wo~k or expenditures necessitated by unusual events or

Uncontrollable Forces which require capital additions to,

or replacement of, major components of said dams.

4.14 DISTRICT: The Salt River Project Agricultural Improvement

And Power District, a political subdivision of the State of

Arizona.

Principles

5. The following Principles shall govern the respective

interests, obligations and responsibilities of the parties hereto, and

shall constitute the basis for future agreements among said parties

relating to Cliff and Modified Roosevelt Dams and reservoirs and

certain other facilities of the Salt River Reclamation Project:

5.1

RESERVOIR ALLOCATION

Subject to any existing perfected rights, those parties entitled

to Existing Active Conservation Capacity in Horseshoe and

Roosevelt reservoirs will retain such entitlements in the Active

21

22

23

24 5.2

2S

26

FOaM 12·".
U\t"

Conservation Capacity in Cliff and ~odified Roosevelt

reservoirs.

The Cities shall be entitled to the Additional Water

Conservation Yield.
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5.3 SRP has in the past developed a procedure regarding ·flood flow·

releases at such time as the volume of water stored in the Salt
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River reservoirs or in the Verde River reservoirs remains at or

above the combined volume of water equal to the rights to

Existing Active Conservation Capacity. and occurring when the

inflow is equal to or greater than the water ordered from the

lowest reservoir. To the extent SRP can establish or has

established appropriative rights to divert waters. in such

amounts equivalent to flood flows historically diverted into its

canal system from reservoirs on the Salt and Verde Rivers prior

.' to Plan Six construction, such appropriative rights shall be

recognized by the parties hereto. This provision shall not be

construed as a waivp.r of any party's rights to claim such flood

flows or protest the claims of others to such flood flows.

Future operations of the Salt River Reclamation Project will

allow for continued diversions 1n a manner similar to past

practices to the extent that the right to make such diversions

is established through the appropriative process; however. any

party to this Agreement having such diversion rights who a1so

has entitlements to Additional Active Conservation Capacity may

elect to store the water rather than exercise its diversion

rights.

Initial filling of Dead and Inactive Capacity at Cliff reservoir

shall be the responsibility of the US~R and the cost associated

with such filling shall be a construction cost to be allocated

l
I
I
I

I
I

i

I



in accordance with the USBR's nonmal cost allocation procedure.

EXHIBIT C
. Page 8

I

2

3 5.5 Initial filling of Dead Capacity at Modified Roosevelt reservoir

7

8 5.6

.
~hall be the responsibility of the USSR and the cost associated

with such filling shall be a construction cost to be allocated

in accordance with the USSR's nonmal cost allocation procedure.

There will be no Inactive Capacity at Modified Roosevelt Dam.

SEDIMENTATION

The capacity losses resulting from sedimentation at Cliff and

Modified Roosevelt reservoirs shall be allocated b~tween

Existing and Additional Active Conservation Capacity immediately

following silt surveys as follows:

The reservoir capacities allocated to flood control and to

Surcharge Capacity shall remain constant throughout the life

of both Cliff and ~odified Roosevelt Dams regardless of the,

distribution of sediment which will accumulate during that

period of time.

, (
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a'. Those partie~ entitled to Existing Active Conservation

Capacity at Horseshoe and Roosevelt reservoirs shall

accept all actual capacity losses at Cliff and Modified

Roosevelt reservoirs up to the historic average a~nual

rate of sedimentation at Horseshoe and Roosevelt

reservoirs. The historic average annual rate of
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sedimentation at Horseshoe reservoir is 414 acre-feet per

year Ind at Rooseve't reservoir is 2,680 Icre-feet per

ye~r •.

b. Sedimentltion losses exceeding the rates described in

Principle 5.8.a. shall be allocated among the interests in

the Active Conservation Capacity of the new reservoirs in

direct proportion to those interests.

c. When those parties entitled to Existing Active

Conservation Capacity in Horseshoe and Roosevelt

reservoirs have been allocated losses due to sedimentation

equal to 41,313 acre-feet in Cliff reservoir, and 268,000

acre-feet in Modified Roosevelt reservoir, all future

sedimentation losses shall be allocated among those

parties entitled to Additional Active Conservation

Capacity.

d. Any decrease in Additional Active Conservation Capacity

due to sedimentation shall be allocated among the Cities

in proportion to their respective entitlements.

OPERATIONS. MAINTENANCE AND REPLACEMENT (OM&R)

As operating agent for Cliff.and Modified Roosevelt Dams, the

District will be assigned the following responsibilities:

I. Account for all annual OM&R costs to be allocated between

the District and the USSR. Allocable annual OM&R costs

shall include those costs identified in Principle 5.17

herein.
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c.

d.

e.

f.

g.

h.

Bill the USBR for payment of its share of operations,

maintenance, and replacement costs.

Develop standing operating procedures that conform to

criteria and guidelines established by the COE and USSR.

Deliver any water in Active Conservation Capacity to the

Non-Federal Parties entitled to it pursuant to this

Agreement and in accordance with operating procedures and

criteria developed pursuant hereto. '

Operate the system in accordance with flood control and

Surcharge Capacity operating criteria established by

COE and USBR.

Account for water in Active Conservation Capacity and for

that water diverted by upstream exchange users.

Procure operating insurance for Cliff and Modified

Roosevelt Dams, to the extent it is available at

reasonable cost, to cover property damage, personal injury

and third party liability, with policy limits and

deductibles then available for facilities similar to Cliff

and Modified Rooseyelt Dams. Premium payments and

deductibles, if applicable, shall be treated as a part of

the allocable O&M costs.

Schedule periodic silt surveys at reasonable intervals not

to exceed every ten years following the initial silt

survey conducted by the USSR immediately prior to

completion of construction of each dam. Any party may

request additional survp.ys at its sole expense.
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The USBR has the exclusive authority over development of

hydropower at Modified Roosevelt Dam. The USBR and the

Non-Federal Parties recognize that all benefits for

Additional Hydrogeneration will accrue to the Cities •

When Modified Roosevelt Dam is Substantially Complete, the

Cities shall pay to the United States an amount of money

equal to four-tenths of one percent (O.4S) of the total

construction cost of Modified Roosevelt Dam for the

purpose of obtaining the Additional Hydrogeneration. This
,

payment shall be credited by the United States against the

interest-bearing reimbursable costs of the Central Arizona

Project repayable by CAWCD. The four-tenths of' one

"percent (0.4~) used to calculate the amount of this {

payment is to remain fixed throughout the term of this

Agreement and was calculated as follows:

Step 1. The Additional Hydrogeneration was computed based

on the CAPSIM run of March 10, 1986 and valued at

an energy value of 23 mills/kilowatt-hour.

Step 2. The ratio of the value computed in Step 1 to

the total value of the CAP commercial power

function, estimated at October, 1986 prices, was

multiplied by the construction cost allocated to

the CAP power function.

Step 3. The value computed in Step 2 was then expressed

as the percentage presented above, based upon the

October, 1986 construction cost estimate for
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Modified Rposevelt Dam.

b. Futu~e computations of the CAP powe~ allocation shall

consider only the benefits provided by the United States'

entitlemp.nt of the Navajo Generating Station, generation

at New Waddell Dam, Additional Hydrogeneration (valued at

23 mills/kilowatt-hour), and any other authorized CAP

power facilities.

5.11 The District has paid, or will pay, for the hydroelectric

facilities located on the Salt R1vfr, including all

hydroelectric facilities to be located.!t Modified Roosevelt

Dam. Such facilities are and will continue to be operated and

. maintained by the District at its sole cos~ and expense. The

Additional Active Conservation Capacity at Roosevelt reservoir,

to be paid for by the Cities, creates an oppor~unity for

benefits of Additional Hydrogen@ration. The Cities will pay the

United States for these incidental hydroelec~ric benefits as

specified by Principle 5.10 herein. The District will make>

payments to the Cities fo~ the Additional Hydrogeneration in the

amount of eighty-five percent (8S:) of the avoided cost which

shall be determined by calculating the average cost per

kilowatt·hour of the production expenses for the District's

thermal electric gene~ation and for purchased power for the

accounting period. The Cities and the District wi 11 negotiate

app~op~iate te~s and conditions to implement this p~inciple,

including:
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Cities, as parties with interest in the Active

-
b. The Salt River Valley Water Users' Association and the

b. The time period when Additional Water Conservation Yield

is accounted for as falling water'at the Roosevelt power

a. The number of kilowatt-hours per acre-foot of water that

is attributable to the Additional Water Conservation Yield

at Modified Roosevelt reseFvoir.

., ....

plant.

The accounting period(s) for determining avoided cost.

The District shall retain sole responsibility for

decisions relating to O&M practices in accordance with

agreements with the USSR includi~ the scheduling and

selection of periods when such work will be done.

Conservation Capacity, will enter into an operating

agreement with the District which establishes operating

procedures and criteri'a to be utilized by the District in

its operation of the Activ~ Conservation Capacity. This

operating agreeme~t will provide for establishing separate

accounts and for maintaining records of each City's

Additional Water Conservation Yield as well as defining

criteria for debiting and crediting each account. The

operating agreement will also define general operating

parameters for operation of the Additional Active

Conservation Capacity in order to ensure that the Cities

receive the Additional Water Conservation Yield consistent

c.
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with preserving existing perfected rights.

c. The operating agreement pursuant to Principle S.IZ.b. will

provide a procedure for prior consultation and review of

the actions proposed to be taken by the District relating

to or affecting the rights of the Cities to the Additional

Water Conservation Yield. Such opportunity for prior

consultation and review shall' include a right of the

Cities to provide comments to ~he Distr,~t on the effect

such proposed actions may have on the rights and duties

established in the operatf~ agreement. The ope~ating

agreement will provide"for adeq~~te time for the Cities to

comment prior to the District taking action.

After completing the prior consultation and review

procedure, both the District and the Cities shall have the

right to submit disputes or disagreements concerning the

actions taken to implement the operating agreement to a

.mutually agreeable binding arbitration process. The

authority of the arbi trators shall bt' lim; ted to a

determination as to whether the proposed actions in

imolementing the operating agreement are inconsistent with

or in violation of such operating agreement. The

foregoing procedure provides the Cities an opportunity for

prior consultation and review but does not grant them a

ri ght of priorapprova1 of the Oistrict' s proposed acti ons

in implementing the operat.ng agreement.
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5.13 The District shall be responsible for an amount equal to the

greater of: (a) the actual annual OM&R costs at Modified

Roosevelt and Cliff Dams multiplied by the OM&R cost allocation

percentage associated with the existing water conservation yield

(including Existing Hydrogeneration) or; (b) the average annual

OM&R costs currently incurred at Roosevelt and Horseshoe Dams,

appropriately indexed for inflation. To the extent that this

amount is in excess of the actual annual OM&R costs allocated to

existing water conservation yield, the excess amount will be

first applied to the actual annu~ OM&R costs a110cated to flood

control. Any remaining amount will then be applied to the..
actual annual OM&R costs allocated to Additional Water

Conservation Yield (including Additional Hydrogeneration).

In no event shall the Distrjct be responsible for amounts in

excess of the actual annual OM&R costs.

5.14 The District shall be responsible for an amount equa1 to the

actual annual OM&R costs multiplied by the OM&R cost allocation

percentage associated with the Additional Water Conservation

Yield (including Additional Hydrogeneration).

5.15 The USSR shall be responsible for an amount equal to the actual

annual OM&R costs multiplied by the OM&R cost allocation

percentage associated with flood control, to the extent that

such costs are not funded by the District.
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5.16 Cliff and Modified Roosevelt Dams may be periodically inspected

under the direction of the Secretary of Interior in order to

ascertain whether the District is fulfilling its obligations and

responsibilities as operating agent and whether the purposes for

which the facilities were originally constructed are being

fulfilled by the District.

5.17 Allocable annual OM&R costs shall include:·

a. Those costs necessary for proper operation and maintenance
.- -of Modified Roosevelt and Cliff Dams exclusive of

transmission features And facili~ies.

b. Billable overheads and administrative and general. expenses

incurred by the operating agent exclusive of transmission

features and facilities. The percentage for billable

overheads a"d administrative and general expenses will be

determined in a manner similar to ~hat used in the Navajo

Generating Station Operating Agreement executed July 23,

1979. The methods used to derive these over!'lead rates

will be established through negotiation between the USSR

and the District prior to initial operation of Modified

Roosevelt Ind Cliff Dams.

c. Costs associated with silt surveys and fish and wildlife

and other environmental mitigation work.

d. Costs of Replacement associated with Modified Roosevelt

and Cliff Dams.

e. Costs of operating insurance, including deductib1es, if
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OM&R cost allocation percentages for existing water conservation

yield, including dam safety purposes, Additional Water

Conservation Yield, and flood control, shall be based on

estimates prepared by the USSR, using the separable

costs-remaining benefits method of cost allocation, following

completion of specification designs f.or Modified Roosevelt and

Cliff Dams but prior to completion of construction of these

features. Such estimates shall··be· subject to review and

consultation by th~ other parties. To~the extent any

Non-Federal Party disagrees with the estimates made by the USSR,

the USSR will consider thP. issues in dispute and ~ccument in

writing the basis for the decision.

Liability resulting from design and construction deficiencies,

and correction of such deficiencies, which may be discovered at

any time throughout the life of Cliff and Modified Roosev~lt

Dams, shall be provided for in agr~ents between the District

and USSR. No Non-Federal Party to this Agreement shall assume

any liability for any claims or actions arising out of the

performance by the United States of any design, construction, or

other work contemplated by this Agreement inclUding the

operation of Roosevelt, Stewart Mountain, and Horseshoe Dams

during the period of construction activity at each. Tort

liability of the United States shall be governe~ by the Federal



2 I
3

I
4

!s
I

6 :

7

8

9

10

11

12

13

14

15

16

17

18

19

20,
21 :

I
22'

23

24

I25 I

I
26 i

I
I

"GaM 11:.".
alV ••,

EXHIBIT C
Page 18

Tort Claims Act (28 U.S.C. 2671 et seq.).

5.20 Unless otherwise specified by the USSR under its established

programs, i.e., safety evaluation of existing dams (SEED) and

review of maintenance (ROM) programs, the District shall

determine if Replacement is required and shall submit

recommendations, plans, specifications, and estimated costs to

the Secretary of Interior for review. and approval prior to

commencing such work except when emergency replacement is

required. The Secretary of Interior shall hav~ final authorlty

for determining the need and justification for the Replacement-
in accordance with agreements between the District and the USRR.

S.2! In the event the District determines that emergency replacement

work is required to prevent significant damage to, or to ensure

the safe operation of, the facilities, the District may proceed

with emerge~cy replacement upon notificaticn to the USSR, but

without prior approval from the Secreta~y of Interior.

5.22 The District shall bill the USSR for its respective share of the

Replacement costs or the emergency replacement costs upon

completion of the work. To the extent the US8R disagrees with

the billing, the disputed amount shall be paid under protest

subject to a resolution process.
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FlOOD CONTROL AND SAFETY OF DAMS CRITERIA

5.23 When reservoir water surface elevations in Cliff and Modified

Rooseve't reservoirs exceed the top of Active Conservation

Capacity, the District will operate thp reservoir system in

accordance with the then current operating criteria of the USSR

and COE.

CAWCD REFUND

5.24 If and to the extent ~hat a prepayment credit or credits are

applied by the United States ag~i~t CAWCD's interest-bearing

reimbursable obligation under·Subarticle 7.b. or Su~article-18.a. of the Plan Six Agreement for contributions made by the

, Cities and the Flood Control District, CAWCD shall reimbursp the

Cities and the Flood Control District for such co~tributions to

the extent that CAWCn is rel i·eved of any portion of its annual

payments due on it~ interest-bearing annual obligation and

monies are availablp to CAWCD for disbursement as a result of

such pr!payment credits. Such rp.imbursement may be made in any

~asonable manner including but not limited to direct cash

payments by CAWCD to the Cities or to the Fiood Control District

or credits against any obligation of the Cities or the Flood

Control District to CAWCD. Such reimbursPment shall include

interest at a rate of one percent (1 :) less than the weighted

rate received by CAWCD on all investments during the period fram

the date or dates monies are retained by CAWCD by reason of

prepayment credits applied by the United States against CAWCD's
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interest-bearing reimbursable obligation to the date or dates

reimbursement is made. The terms and conditions of such

reimbursement may be further specified in such additional

agreements between CAWCD and the Cities or CAWCD and the Flood

Control District IS CAWCD, the Cities and the Flood Control

District may hereafter deem necessary or appropriate.

FUTURE AGREEMENTS

!. Reservoir storage rights of those parties currently

entitled to Existing Active Conservation Capacity as well

as future entitlements.

5.25 The parties hereto acknowledge the need for future agreements

among them, to be based upon the Jrrinciples embodied herein, and

will ent.r into agreements which will more specifically define:-

Reservoir operating procedures and criteria.

Payment to the Cities by the District for the Additional

Hydrogeneration.

operai;ing agent.

OMIR cost responsibility of the District and the USSR.

Sedimenta~ion responsibility of those parties currently

entitled to Existing Active Cnnservation Capacity and

responsibility of future entitlement holders~

The District's responsibilities and authority as the

b.

d.

e.

c.

f.

11
1

12

13 I
!

14 I
IS ;

I,
16

17

18

19

20

21

22

23

24

1S I ISSUES REQUIRING FUTURE RESOLUTION

26' 5.26 Th~ parties hereto, to the extent they are affected by the

I
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followinq issues. acknowledgp. that future negotiatlons after the

signing of this Agreement may be necessary to resolve the

following issues:

a. Delivery system losses.

b. Reservoir losses: evaporation, bank storage. operational

losses, losses resulting from responding to an emergency,

etc.

c. Delivery system in-stream minimum flow requirements, if

any.

d. Reservoir minimum pool requirements, if any.

e. Operating constraints resulting ~rom new facility final-
design and operating experience.

f. Upstream exchange --agreements.

g. SRP canal system transportation agreements.

h. Construction and operation of the SRP/CAP interconnection.

i. Appropriation of water in the Additional Active

Conservation Capacity.

j. Lower Colorado River Basin Development Fund adjustment.

k. The extent of USSR responsibility for loss of water or

power supplies during construction of Modified Roosevelt,

Cliff and Stewart Mountain Dams.

It is acknowledged that this list of issues is not necessarily

exhaustive of unresolved issues related to this Agreement~

6. In accordance with the Act of the Arizona legislature

authorizing execution and performance o~ the Plan Six Agreement by the

i
e.1
I
;
I
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AriZona entities which are parties thereto, the sources of revenue

2 from which any of the Cities may make any payments required of it

3 under this Agreement and under the Plan Six Agreement shall be limited

4 to any source which does not cause the cr~ation of a debt pursuant to

S Article IX, Section 8, Constitution of the State of Arizona. Payments

6 made under this Agreement and under the Plan Six Agreement may be made

1 by any of the Cities from any source authorized in Section 7 of the

8 Act of the Arizona Legislature authorizing.execution and performance

9 ~f the Plan Six Agreement by the Arizona entities which are parties

POWER DISTRICT, and amendments thereto, except as such mOdifications

are expressly ~nd specifically provided herein.

7. Nothing in this Agreement shall be construed to modify the

Agreement of September 6,1911; between. the UNITED STATES OF AMERICA

and the SALT RIVER VAl.LEY WATER USERS' ASSOCIATION, and the Agreement

of ~arch 22, 1937, between the SALT RIVER VALLEY WATER USERS'

ASSOCIATION and the SALT RIVER PROJECT AGRICULTURAL IMPROV~;NT AND

10

II

12

13

14

IS

16

17

18

19

20

thereto.

8.

..... ..

-

This Agreement shall not be amended except by mutual

21 agreement by the parties hereto, evidenced in writing.

9. Performanc@ of or failure to perform any obligation under

this Agreement by any Non-Federal Party, shall not subject such

Non-Federal Party, its directors, officers or employees, to any

liability to any other Non-Federal ·Party for direct or consequential

I, .
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loss associated with property qamage caused to such other Non-Federal

Party by flooding or flood waters resulting from the operation of the

dams on the Salt and Verde Rivers, unless such performance or failure

to perform is the result of a grossly negligent act or omission •

·Operation of the dams·, as used in this paragraph, shall not include

any diversion of water into, or operation of, canal systems. The

provisions of this pa~agraph shall extend to direct or consequential

property damage caused to any Non-Federal .party QY flooding or flood

waters resulting from the operation of existing facilities on the Salt

and Verde Rivers during the const~Jct'oft of Stewar~Mounta;n, Cliff

and Modified Roosevelt Dams, where such damaoe is directly related to--
Plan Six construction.

10. To the extent allowed by Arizona law. any party hereto may

purchase and maintain insurance ared/or share loss through a joint risk

retention pool, on any property, for perils arising from flooding or

flood waters on the Salt, Verde and/or Agua Fria Rivers~ Su~h

insurance shall be extess and non-contributing to other insurancp.

maintained by such party. Any party may consult with and use the

Arizona Department of Administration to purchase insurance and/or to

maintain and administer a joint risk retention pool.

11. No party shall be considered in default in the performance

of any of its obligations under this Agreement when a failure of

performance shall be due to Uncontrollable Forces. For purposes of
•

this provision. Uncontrollable Forces shall include any emergency
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necessitating the release of any water for the purpose of responding

to such emergency. Any party's action in responding to such an

emergency shall conform with a test of reasonableness~ taking into

account the facts available to such party at the time of such

response. Any party rendered unable to fulfill any of its obligations

under this Agreement by reason of Uncontrollable Forces shall give

written notice of such fact to the other parties within a period of

time that is reasonable under the circumstances and shall exercise due

diligence to remove such inability.
,. -

12. The parties hereto do not intend-to create rights in, or

grant remedies ~o~ any third party as a beneficiary of this Agreement

or of any duty, covenant~ obligation or undertaking established in

this Agreement.

13. The covp.nants, obligations, and liabilities of the parties

hereto are individual and not joint or collective, and nothing herein i'

shall be construed to create an association, joint venture, trust or

partnership among the parties.

14. This Agreement is not a ·contract· within the meaning of
.

Section 202 (1) of the Reclamation Reform Act of 1982, 43 U.S.C.

§ 390bb (1), and the regulations attendant thereto. Accordingly, the

execution of this Agreement shall not subject any party hereto to the

provisions of the Reclamation Peform Act nor to regulations attendant

thereto. to which such party would not otherwise have been subjected.
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15. It is recognized by the parties hereto that by reason of

the novelty of this Agreement between the parties, unanticipated

problems and disputes may arise in the future with reference to

matters hereunder. !n the event such problems and disputes do arise,

it is the desire and intention of the parties to r@solve such problems

and disputes by mutua! agreement to assure the lawful, economica1 and

continuous operation of the basic principles and terms of this

Agreement.

IN WITNESS WHEREOF, the parties "h·ereto have executed this

Agresent this I>-~ day of Ai;"/ J- 1986 •

THE UNITED STATES OF AMEiUCA

8y~fL4
Secretary ot the Inte!'ior

SALT RIVER VAL~EY ~ATER USERS'
ASSCC!AT!ON

:~£SThJL
Secretary

App~..
By .. '1

" .
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SALT RIVER PROJECT AGRICULTURAL
IMPROVEMENT AND POWE? DISTRICT

"'''M 0:.":'
Ilf\" ...,
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:~ESTttfjL
Secretary

::~

'.
\

FLOOD CONTROL DISTRICT OF
"'ARICOP,A COUNTY_. -

8~i~~'~~

CENTRPL AR!ZONA WATER
CONSERVATTON DISTRICT

(~- t l
f.-"- . i-

By \f~r~t<.·-"'- """
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CliY OF CHANOL:R

ATTE$T:

-

C:rv OF MESA

CITY,.OF GLENDALE

.~- ~\3V
'It"

-

~TTEST:: ' ~,

6y £f,fi=z ._~
Cl'erk:

Approved as to j'>m .

By (&~L~~_
City Attorney ~--------

2

J

4

5

6

7

8
.
i

j

i 9' ;

I 10
,

i
!

II

12

lJ

14

:5

16

17

18

19

I -;:"i1
20 By "'~.'. -, .:L ' \:.'-;:; 1,1/c-'

f\ .... I. " • ~I

'1-"'1." ·erll.
..... " ..

2J .
, Ap, oved .as to fom_

22 J" )/1 !I .~ ."
By ( ... , /;"'1' >.' .-tU ( f'! LJ

.~ Cfty Attorney 7
(/

.'
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ATTEST:
Roy ~. Pederson, C;ty Clerk

'-~". ~/. c.·, .
Bv /" ',. . . '" ",., .......,.. ",...- - ...., ... ... -- . ..,."..

Oe.puty cit~, Cleric

Approved as to form~"r: .. , .-....... 1'cJ/., " .e,...... IV-
By ,/ ,/ //"~ .'!'\(, ....J-:';. .......';

City Attorney

ArnST: .

By~...:v/~1.~ ...
erk~

" .
Appr(;Yed aslf,'

j'. I
Bv.""· .-..

I
}'

crTY OF PHOENIX, Marvin A.
Andrews, City Manager

ern OF TE."1PE



1

2

3

4

5

6

E:<HID IT 0 TO THE AGREEME:IT AMONG T!iE UNITED STATES,
THE CENTRAL ARIZONA ~ATER CONSERVATION DISTRICT,
THE Ft.OOD CONTROL DISTRICT OF MARICOPA COU~'TY, THE

SALT RIVER AGRICULTURAL IMPROVEME:IT AND PO~ER

DISTRICT AND SALT RIVER VALLEY WA'I::R USERS'
ASSOCIATION, THE ARIZONA CITIES OF C~~LER,

GLENDALE, MESA, PHOENL~, SCOTTSDALE, AND TEMPE, THE
STAn: OF ARIZONA, AND THE CITY OF TUCSON FOR FUNDI~G

OF p~~ SIX FACILITIES OF THE CENTRAL ARIZONA
PROJECT, Ai.IZONA, AND FOR OTHER PURPOSES (AGRE~NT)

Example of Prepayment
7 Creel1;s U:1der Subar:1cle 7.a.

9 1. Contributions by CAWCD:

10

11

12

13

Federal -Federal
F1~cal Year Co ntributions Fiscal Year Co ncribu::1ons

1986 $ 8,200.000 1990 $ 11,500,000
.6'...

1981 9.900.000 1991 55.300.000
1988 21.000.000 1992 35,400,000

1989 33.700.000 To,pl S175 ,000,.000

14 2. The ~ubs:an:ially c~plete dace f~r ~w ~addell Dam remai:1s at 1995.

15 3. CAWC~'s repaymeuc ubl1gaci~Q scarcs 1~ 1992.

16 4. In Fiscal Year 1986. Evenc A resul::s 1:1 a (co:lt=ullable) delay 1:1

17 subs:antial c~plet1on uf ~w ~addell of 1 year.

18 5. In F1 scal Year 1988, Eve:1: B resul cs 1:1 a (co:lcrollablo!) delay 1:1

19 sub~:auc1al complecion uf ~.w Waddell of 1 year.

20 6. I:1 Fisc31 Year" 1994, Eve~c C resul:s 1:1 a (con~ullable) delay 1:1

21 sub:J:auc1al cOlllplec10u uf New Waddell of 1 year.

23 Eve~<; A

24 • Prepayment creel1: equals: S8.200,OOO :1mes 20% - $1,640,000

2S • Tu be applied <;0 firsc repaymen: year'. obligation (1992)

26 • Cumulacive prepaymenc credit:

27 Eve~; A 1~ t986 - Cradic aga1~s: 1992 repaym~uc ob11g~::ion • Sl.640.000

0-1



1 Eveat B

2 • Prepay.nent credit equals: $ 8,200.000
9,900,000

3 21,000.000
$39,100,000 ~imes 50% • $ 19,550.000

4

5

6

7

Less previous pre­
paymen: credit froID

Eve:lt A

Net Credit

1,640,000

$17,910,000

8 • To be applied to first repayment year's obligation (1992)

9 • Cuaulad.ve prepayment credit:

10 EVeQt A i:l 1986 - Credit aga10st 1992 repayment obligation· $1,640,000

11 Even: B i:l 1988 - Credit agai:lst 1992 repayme:lt obligation • S17.Ql0.000

12

13

Total cUllulad.ve credit

EVeQt C •

$19,550,000

14 • ~epaymeut ~redlt equals: $175,000,000 ::3es 100% • $175,000,000
--

15

16

17

18

19

Less previous pre­
payment credit froID

Event A

Less previo)us pre­
payment credit from
Event B

Net credi:

$ 1,640,000

11,910,000

$155,450,000

20 • To be applied to 1995 repayment obligation

21 • Cuaulad.ve prepa,aaent credit:

22 Evaat A i:l 1986 - credit aga1:1st 1992 repayment obligation • $ 1,640,000

23 Ev~t B i:l 1988 - Credit aga1:1lt 1992 repayment obligation • $ 17,910,000

24 Evaat C 1n 1994 - Credit agault 1995 repayment obUgacion • SI55,45O,..QQQ.

2S T~tal cumulative credit

D-2

$175,000,000



IN llEPLY 440auu. TO:

~emorandum

United States Department of the Interior
BUREAU OF RECI--\~-\.TION

WASHINGTON, D.C. 20240

APR 111985

Secre~ary

AtTING
Ass1.s~an~

To:

Through:

From:

of the Interior ~ !
" ') / /; JlJI/!%

Secretary - Wuer and Science /.~~r.c'/{, /1"Jt,~~ ,7' I

7 - .;: ,. y
Co1lllllissioner r..:../J;/w, /'~-:t.i.v

Subjec~: Proposed Agreement Among the United States, the Central Arizona Water
Conservation District, the Flood Control: -District of Maricopa County,
the Salt Biver Project Agricultural IlI1provement and Power District and
Salt Biver Valley Water Users' Association, the 4rizona Cities of
Chandler, Glendale, Kesa, Phoenix, .S~tsdale, and Tempe, the St3te of
A:c.zona, and the City of Tucson for Funding of Pun"6 Facilities of
the Central Arizona Project, Arizona, and for Other PUr?0ses

.,.
1. Introduction: ACtached for your approval as to foa is the subj ect
agredent which will provide non-Federal financing for facilities of Plan 6 of
the Central Arizona Project (CAP). Under the proposed agreement, the Arizona
entities would advance funds for coustruction of ~ew Waddell and Cliff Dams of
the CAP, and modification of the existing !.oosevelt and Stewart Mountain Oams of
the Salt River Reclamation Project (the Plan 6 works/facilities).

Also attached for your information is a more detailed background statament on
the specifics of the· agreemen~.

The Central Arizona Project (CAP) was authorized on Septelllber 30.• 196a, by
Public Law 90-537. Total cost is estimated at S3.2 billion (1985 price level).
Because of environmental controversy and potential inundation of a portion of
the Fort McDowell Indian Reservation, the Centr~l 4rizona Water Control Study
(CAWCS) was in1tia~ed in July 19i8 to find a suitable alte~ative to O~ Oam.
On April 3, 1984, the Secretary selec~ed Plan 6, which has an esd::lated cos~ of
$1.143 billion (1985 price level), as follows: New WaddellOam - $460 lIIillion;
.odified Roosevelt Dam - $254 1I11lion; Cliff Dam - $385 million; and modified
Stewart Mountain Oam - $44 aillion.

In January 1985, the Arizona Department of Water Resources presented an option
paper 011 Funding for Plan 6. The offidal Proposal of Arizona's Execuei ve
Committee on Up-Front Financing of Plan 6 Features, dated September 3, 1985,
was offidally prOVided to the Secretary of the Interior by letter dated _
October 8, 1985. That letter was signed by Governor Babbitt and the Arizona
congressional delegation.

Technical discussions between the Arizona interests and t~e Sureau of
Reclamation to clarify the intent and substance of the offer were held on
October 8 and 18, 1985. The negotiations based on t~e offer were initiated on
October 25, 1985, and the 13test sessi~n was held on Dece~er 19, 1985.
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2. Ag~eement Terms and Cocditions: The ~egotiated proposal prese~:s a package
incorporating a non-Federal con::iou:ion as follows:

Constant S inilated S
$175.0 $175.0

63.1 80.8
48.85 62.5
41.8 52.3

$328.75 $370:6
$ :0.0 S 20.0
$348.75 $39076

Ce~:ral .\r1zona W.C.D.
F.C.D. oi Maricopa County
Cities(€»
Sal: ltive:' Proj !!ct

Total Contribution
CA\;CD Headquarters Purchase
Total Value of Agreement

Contributor

Specifically:

Amount(~illions) Purpose

~ew Waddell Dam
Cliff & ~Odified Roosevel:
Cliff &~Odified Roosevelt
Cliff,aoosevel: & Stewart·Mt.

(1) CAWCD offered a firm S175 million towards the const:,uction costs of ~ew

Waddell, 75% to be used as a reduction ~ ~te:'est-bea:'1=g, reimbursable cos:
and 25% to be ~ed as a reduction tC noninte:'es:-bear~ag reimbursable costs.
C~CD also bas offered to purchase the CAP headquarters complex for an est1m&tad
amount of $20 .:11lion.

(2) Maricopa County oifered $~3.1 million (constant $'s), $80.3 million
(i:£lated $'s, adjustable depe=41ng on final cos:s) towar~. the construction of
Cliff and Roosevelt to be used as a reduction of nonrei2Dursable flood control
costs.

(31 The cities of Chandler, Glendale, Mesa, Phoenix, Scottdale. &Cd Te:pe
ofiered (adjustable depe~~ on final c~s) S48.85 =1l11oc (constant $'5),
S6~.5 m:111ion (inflated $'.) toward the construction of Cliff and iooseveit
Oams~ to be used as a reduction of ~terest-beari=c re1mbu:sable costs.

(4) The Sal: River Project oifered $41.8 million (cons:an: $'5), $52.3 million
(i:fla:ed $'s, adjustabLe depending on final costs) towar~ the cons:ruc:1on of
Cliff, Roose'/el: acd Stewar: ~untai:l Dams, to be used as a :,educ:ion of :,ei=­
bu=sable Safe~y-of-oams costs.

If, due :0 controllable forces (e.g., lack ~f Fedd:'31 appropr1a:io~s), cocs:=uc­
tlon of Plac 6 facil!:l!!s is delayed, :he Arizona .e~l:1es ~111 :,eceive t~e

follow1:g c:,edits against CAP costs:

1 year d~lay - 20: of cont:'ibut10as to date (each evet)
2 year delay - SO% of contr1hut10ns to datil! (eac!t lI!Vent)
3 year dday - 100% of contr1bu:ioQS to date (each even:)

All credits will be applied against CAWCO' s ~teres::«t<..a4r1ng, reimbursable
~epaY1le:1:: obUgatioQ (inclUA1i:JC the !'CD of ~r1copa CoWlty) as a preoayme~:

except for the Salt River Projec:'s contribu.:;ion which w:11l be applied aga1:1a:
its SOD (or ocher) obUgat1on. Treac1ag the credit as a prepayment dgnif1cantly
reduces the present value of tbe contribution to tbe United Sta:es.
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If, due ~o con~=ollable forces, the coc~=ibu=o~s fail ~o ma~e their scheduled
co~=ributions, =hey will be charged i~ter~s= in acco~dacce wi=h Treasury interes=
rates applicable to late paymen~s.

Since the United States has retained its sovereign 1.mDalnity regardi:1g pe:-for­
mance under ~he Agreemen~, provisions have bee~ included for liquidated damages
i~ the even: that any party breaches the Agreement.

The co~:ribu:1ons are based on the follow1:g construction schedule:

SubstanUally
Complete

1993
1995
~ot dete:"1lli:led
Not dete:-n~ed

1995
1995
1997
1990
1999

I~ter1or's decision.

"

". ,

First Maj or
Construction
Contract

Aqueduc:•••••••••••••••••••••••••••••••Ongo1~
Te~nal Storage * 1994
Non-Indian Distribut10n••••••••••••••••Ongoi=i
Indian D1stribution••••••••••••••••••••Ongoi~
New Waddell•••••••••••••••••••••••••••• 1987
loosevelt•••••••••••••••••••••••••••••• 1990
Cl1ff. . . . . . . .. .. . . .. . . .. . . . . . . . . . . . . . .. 1991
Stewar: Mou~t~1n••••••••••••••••••••••• 1988
Bu::es * .••......•...••....•.......... 1994
* Both features are st111 subject to Secretary of the

-The pa~ies contemplate that it will requ1=e spendable funds ~ not less than
the followi~ amounts annually to meet the const:-uction schedule: (~ote: ~hese

amounts 1~clud~.costs for the e~t1re Central Ar1zona ~rojec:, not just Plan 6
features. As such. the local contributions ~clude approximately $5i.7 :11110n
f~r :he ~on-tnd1an distribu:ion system which 15 beyond the scope of :his
~egotia:ed proposal). All values ar~ 1: 1:lflated dollars.

Year Federal Local !!.!E: Federal Local
T986 $197,500.000 $ 19,100.000 1~92 $11:50,000.000 $112.000 ,000
1987 $212.000.000 5 26.900.000 1993 5178.000.000 $ 17,030.000:
1988 5:21,000,000 $ 43,000.000 19'14 $178,OOO.JOO $ 37.280.000
1989 $227,000,000 $ 47,750.000 1995 $180,000.000 0
1.990 $187.000,000 S 29,300,000 1996- as =e~ed to
1991 S1~O.000,OOO $ 83.300.000 1999 maine&i~ sc~edul~

3. Fi:ldi:?gs and Recollllllenda:ions: We believe the proposed ag:-et!:olen: 15 1: :he
bes: interests of the Un1:ed States 3nd :he other parties. The ag~eeme~t will
provide &0 estimated $328.8 million of aon-Federal fu~s towards complet10n of
Plan 6 a:ld provide an estimatea $20 million of add1:ional reve~ue when the CAP
HeadquOlrters Complex1s sold :0 the CAWCD. We recolIIIIICnd you approve the forlll of
ehe agreement. We anticipate • formal signing cere.ony will be established to
execute the agreement with the understacdi:g that a1~or changes can be made in
the fora of the agreement prior to execution so long as those changes are 1n
conformance wi:h the overall intent of the agreement. Foll~ ~ecut1on. the
Regional Director. Lower ~lorado Region. will act as contrac:ing officer in 1:5
subsequent administration.



4. Urge~ for Approval: Funds have been appropriated and are scheduled for
expenditure for Fiscal Year 1986. In addition, the Arizona Legislature will be
considering the necessary legislation and appropriations associated with the
agreement early in 1986. Your expeditious approval or the proposed agreement
would provide significant suppo~ for our Fiscal Year 1987 budget and to the
Arizona contributors who are securing legislat10n :0 car:y out this agreement.

Attachments

Secretary

Disapprove.d;

Secretary

-
..

~ .. :e.
. ,.,.-.---

Date

Date



A':TACHMENT

DETAILED ST.-\TEMENT OF THE
PLAN 0 COST SHARING AGR£~~NT

1. I~~roduc~ion: Pursuan::o :nis proposed agreemenc, :he Arizona e~~1:1es

will advance an es:imaced S328.8 ~illion (1986 dollars) for cons:~uc:ion of Plac
6 works. ~s: of :he en~i:ies' con:~1bu:10ns are based on a ~e~cencage of
construction costs; cherefore, the ac:ual amounts advanced will d~pe:d oc the
co&~ of const~ction of the various works. The non-Fede~al funds, which are :0
be advanced dur1~ the pe~iod 1986 through 1994, are :0 supple~enc the United
States' appropriations and are being provided to expedite const~uc~ioQ of the
Plan 6 works. In return, the Sec~etary will be comm1:ted con:~ac:ually to sub­
mi: budge~ estimates to the Office of ~nagemen: and !udget to fund construction
at the levels specified 1n Section A.2. uf Exhibit A of the proposed ag:eement.

In addition, the proposed agreement calls for the Cent~al .~izona Water Conser­
vation Dis:rict (CAWCD) to purchase all or part of the'CAP Headquarters Complex.
We estimate that :his proposed acquisition will bring in about $20 million to the
United States. Also, the State of Arizona 1s committ~ :0 establish a $2 m111ion
-Ve~de River Protection Fund- ued~r the agre~ment.·.

The proposed agreement was drafted pursua!1t to··the Recluuat10n Ac: of June 17,
1902 (32 Stat. 388), and acts amendator7 :he~eof or suppiementary thereto
1ncludi::g, bu: not 11m1ted to, the Coc:r1bu:~ Funds Ac: of ~rch 4, 1921 (41
Stat. 140~), the Colorado River Basin Project Ac: of Septe~ber 30, 1968 (82
Stat. 885), the Reclamatioc Safe:y of Dams.Act of 1978 (92 Stat. 2471, as
amended by 98 Stat. 1481), and the aoover Power Plant Ac: of ~984 (98 Stat.
1333) •

2. Coctracti:! ~ctit1es and Legal and PoliCY Considerations: Item ~o. 10 of
Sec:ioc VII of the Secretarial Issue Document -Central Arizona Proj~ct Regulatory
Storage ~ivision, ~rch 1984-, which was approv~d by :be Secretary on April 3,
1984, requires the negotiatioc of a cost shari:g ~lan with Local beneficiaries
as d1~~cted in the Presid~n:'s cost sna~i=g policy. roe pr~90sed agreement was
negot1at~ in iulfillment of that requi~e~nt.

The Ce~tral Arizoca ~ater C¢cservatioc District is the ~ste~ con:rac:ing en:ity
for :he Ce~tral Ari:ona Proj~ct. The CAWCD and the United St3tas ente~~d into a
con:rac: for delive~ of water &Cd repayment of the costs of the CAP'(aepaym~nt

Coctrac:) on December 15, 1972. The CAWCD is a ?Ub1ic ent1ty which has been
foraed pursu~t to Arizona State law with all n~cessary authorities, wi:h the
exception discussed later, to enter into con:ract:s with the United St3tes.

The FlooQ Co~t~ol District of Maricop~ County (Flood Con:rol Dist~1ct) is an
existi=g flood control ent1ty created pursuant to Arizona State law. The Fl~od

Control District has or will have the necessary authority to eoter 1oto the pro­
posed agreement and to prOVide the funds specified thereio.
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The Salt River Project Agricultural Improvement and Power District is a public
entity of the State of Arizona.which was formed to operate and oaintai~. amon~

other things. the facilities of the Salt River Reclamation Project. The Salt
River Valley Vater Users' Association is the original contracting entity for the
Federal Salt River Reclamation Project. The CWo entities jointly oversee the
current operations of the Salt River Reclamation Project and are collectively
referred to herein as -Salt River Project- or :SiP-. The entities have or ~ll

have the authority to enter into contracts with the United States and to provide
the funds specified in the proposed agreeaent.

The Arizona cities of Chandler. Glendale, Mesa, Phoenix, Scottsdale, and Tempe
(Cities) are all IIlUnicipal1ties fonted under A.rizona State aw and each is
seeking and will have the requisite authority to contract with the United States
to provide the funding specified 1n the proposed agreelllent.

The city of Tucson (Tucson) is a consultative party to the proposed agreement.
Tucson will not provide funding for eons~ruction of Plan 6 facilities. Tucson's
involve~nt is in a eonsultative role for the pote~tial design and eonstruction
of tenl1.n&1 storage. Tucson is a party to the agriteQent pursuant to its request
and with the support of the other Arizona entities.

The State of Arizona is a party to the propolte~agreelllent prt:aar1ly with rela­
tionship to the establishment of the Ver:ie_~ver Protec~ion Fund. and for con­
lultation purposes for other CAP features. The State has all requisite
authorities nece••ary to fulfill the obligations s~fied for it 1n the pro­
?ased agreeunt. After legislative ac:don bas creatad the Verde Uver
Protection Fund., theCovernor wi~l have :d.gn1::lg authori ty.

tn cOllpUance with the ~ational £nvironMntal Pollcy c\c:~ of 1969, Oft February 10
1984, the final Environmental Impact Statement (EIS) associated with the Central
Arizona Vater Su'Pply and Safety of :>ams Studies (~o. In' :ES 84-4) was filed
with the Environmental !rotec:ion Agency.tt displayed Plan S as the proposed
action along with five other alternatives and a ~o Ae:ion Plan.- The JO-~ay

public reviev period for the final environmental st3tement ternnated =·Iar::h 26,
1984. Because of colllpl1cations assodated with the propused Cliff OaCl. the
Secretary. in his Secretarial Issue !)ocUClent, deter::ti.ned t!'tat the i:titiation of
preconstrue:ion activities leadin~ to the design and specifications for Cliff
Dam ~ould be delayed until a study to review and eval:J&te the issues coneerm.:1g
potential impact caused by its construction aresubc1tted to the Secrlttary. A
Supplellental i.ecord of Decision discussing the results of these evaluations is
being prepared. It is our intent to i.nit1att! the desiift and .pecifications for
Cl1ffOaa gpon Secretarial app~ov.l of this Supplemental !ecord of 'ec1sion.
Several environmental organizations have filed suit to delay or to pr·,hi)it
construction of Cliff Dall. The Oepar:ment has filed an ansver to this lawsuit.
A aotion for s~ry judgeMnt will be appropriate if the Secretary sips the
Supplemental Record of Decision.

All negociaUng sessions have been held in accordance with the Arizona Open
Keeting Lav. Access to the llIeetings by the pubUc has been available and IDOst
of the sessions have been attended by reportdrs of var10us loesl newspapers.

The proposed agreeQant confo~ with Federal and State laws. The Office of the
Solicitor, Va.hi~gton, D.C., finds the proposed agreement lesally sufficient.
The proposed agreement has been approved by the Governor of Arizona's "Executive
Co~ttee on Up-Front F1nanci.ng of ~lan 6 Features.- A.t this time, the pr~posed
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agreement is being formally reviewed and approved by :he gove~~i~ boa~ds and
councils of the various Arizona entities. Execution of :he proposed ag~eement

will not take place until all approvals are secured.

3. Background: The Colorado River Basin Project Act of Septembe~ 30, 1968,
authorized. as part ot the CAP, the construction of Or~e Dam or a suitable
al:e~ative. A drait ,IS was prepared for Orme Dam in 1976. Public response :0
the s:atement indicated substantial environmental, economic, and social conce~s

regarding the inundation of riparian habitat and a major portion of :he Fort
McDowell Indian Reservation, and impact upon habi:at of the endangered Bald
Eagle and other species. These, and other conce~s, includi:lg flooding 1:1 the
Phoenix metropolitan area, caused us to reassess the viability of Orme Dam. An
interagency task force was es:ablished in Marcn 1977 to reviewal te:-:lat1ve
aethods of achieving the ~lood control for metropolitan Phoenix and :he ~egula­

tory storage of CAP water which Orme Dam was to prOVide.

In July 1978, followicg the task force findings. we bitiated the Central
Arizona Water Control Study (CAWCS) to develop plans for regulatory storage of
CAP water and to find a solution to flood problems along the Salt and Gila
ltivers. Concun'~t with CAWCS. Safety of Dams. (SQD) studies were 1~itiated on
the Salt/Verae River system under authority of the Reclamation S.za:y of Dams
Act of 1978. The SOD studies indicated that -.1."( Salt River Project dams had
i~equate spillway capacities to safely control the naw and greatly increased
inflow design flood and that certain modifications were necessary to s&faly
withstand the ~~ creditable ear~hquake. Six plans for accomplishi:g the
combined goals .of the CAWCS and SOD stud~~s were identified and included 1:1 a
Secretarial Issue Document which: was approved by :he Secretary on April 3. 198~.

That docum~t also i:cluded a -No Action- &l:ernative. The Secretary selected
Plan 6 as the preferred alterna:ive and issued a news ~elease announcing the
conclusion of the study process and a formal selection of the Plan 6 alter­
native.

to April 1984. Governor Babbitt of Arizona formed a committee to ~~ach. a concan­
sus among :he water and power interests in Arizona on how :he S:at~ should
approach the Federal Gover-..ment 00 financi~ of Plan 6. A,ft:er o!."(te:si're
discussions, within t~e State. Governor &abbi:t and the Arizona cocg~essional

dell!gation formally transmitted the .\:'1zona oi:er ::0 the Sec:,etarj of tne
Interior by letter of October 8. 1985. Subsequently. wi:h t~e support of
the Solicitor's Office, we and tne various Arizona 1ntarest& i~i:iated a series
of technical and ~egotiatiag sessions which cul2inated in the attac~ed draft
&g:'eement.

4. Mreement Negotiations. Terms. and Conditions: The pt"oposed agreement spe­
cifies that the Secretary shall, in each annual budget estimate submitted to the
executive office of the President. include sufficient funding for the CAP to
lIleet t:he construction schedule included in Section A of Exhibit: A of the prop­
posed agreeaent. The non-Federal parties will deposit funds in the amounts spe­
cified in Exhibit A into special escrow accounts. The funds shall be withdrawn
by the United States as specified in Exhibi: A for construction of ~ew Waddell
Dam a:d Cliff Dam. ·aDd the modifications of Stewart Mouotai:l ...'lei 100sevel t Oams.
Instructions for maintenance of the escrow accounts are cOQtai:led 1n Exhi~it B
of the ~roposed agreement. Any amounts remaining in the escrow accountJ upon
completioQ of construction shall be wi:hd~awn by the United St3tes and credited

· .
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:owa=d the CAWCD repayment obligation. Parts of Exhibit A will be ~eevaluated

annually and may be amended from time :0 time to change :he fundi~ levels,
escrow deposits and/or escrow withdrawals specified therein.

The contributions by the .;:i%ona e~ti:ies shall be allocated i~ the iollowi~

manner:

a. CAWCD - The procedures for allocatioe of costs ~ the provisions for
repayment of the reimbursable Federal obligation shall be in accordance With
Article 9 of the repayment contract. The 5175 million of funds advanced by
CAWCD for construction of New Waddell Dam shall be credited toward the tocal
CAWCD reimbursable repayment obligation. Seventy-five (75) percent of the fueds
advanced by CAwCD shall be credited against its 1:terest-bearing obUgat10n and
the remaining 25 percent shall be credited against its ~ninterest-bear1=g obli­
gation. Followi~ the reduction 10 the repayment obligation to account for the
contributed funds, the remaining obligation will be repaid in accordance with
the provisions of the lepayment Contract. The CAWCD ..cont:'1budon is a f,1.."ted
amount and will not be affected by changes 10 cOQstruction costs.

b. The Flood Cont:'ol D1st:'ict - The Flood Cont:'ol ~ist:'ic:'s cont:'ibut10n
.r• ...

shall be credited against nonreimbursable CAP costs allocaced :0 flood con::,ol.
The Flood tontrol District's contribution will be equal to 20 percent of the
coscs allocated to the flood control function of CAP. adjusted by the :,ela­
tionship between the flood control benefits associated-with Plan 6 features and
those &Ssoeiated. with the CAP. Section B.2. of Exhibit A de!llonstraces how the
Flood Control D1str1cc's contribution w1ll be deterzined. It is presently esti­
mated :hat the 'Flood Cont:'ol Dist:'1c: cOb::'1~ut10n will be equal to apprOXi­
mately $80.3 million (about $63.1 a1llion in 1986 dollars). The enti:,e Flood
Control Distr1ct contribution will be applied against nonreimbursable costs
.llocable to flood con::,ol &Cd will not have an impact oc :~e CAWCO'repayment
obligation.

c. SaP - The Salt R.1ver Project will cont:'ibute an amount not to exceed 15
percent of the costs allocated to Safety-of-Oams work as aut~or1zed by' :he
Reclamation Safeey of Uams Ac: of 1978 and ame~~me~:s thereto. Sec:10n B.3. of
Exh1~i: A de:lons:rates ~ :h~ f'lnds to be contributed by Sap ~i11 ~ coaapu:ed.
The amount :0 be con:r1buted by S~ for S.iat:-of-Da=s ~u:'?oses 1s presently
estimated to be $52.3 a1l~10n (541.8 million 1~ 198b dollars). This con::'ibu­
tion will tulf1l1 SiP's 001iga:10n under the Safety of Oams .\c: to repay 1S per­
ce~t of :he to~~ cost associa~ed with Safet7-of-Oams ~rk. Thi~ con::'1bu:10n
will have no impact on :he repayment obl1iat10n of :he ~CD.

d. C1t1es·- The C1ties will contribute an amount not :0 exceed 5.8 pereene of
the total construction costs of Cliff Dam and 10.2 pereent of the total cons::,uc­
:10n coses of lIOciified R.oosevelt Dam forehepurpose of ob:a1ni:ll the right to
the vater yield of the new conservation storage space 1: each structure. The
percentages are to relUin fixed throughout the ter. of the proposed. acree_nt.
The actual amount to be contributed will c:hanIe ... the cos:s of cons::ruc:1:J&
Cliff Dam &:1d lIOciify1ai tloonvelt D&IIl chqe over tiae. The amount contribUted
by the Cities is presently es:iJu:ed :0 be $62.5 tI11l1on ($48.9 la111ion 10 1986'
dollars). This amount will be applied towarj the interes:-~ar1ng por:10n of
the CAWCD repayment obligation as an over311 cre41t against the dist:'ic:'s obli­
gation. Exhi~it C (~re.ently being negotiated) w11l establish each city's
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s~orage =igh~s in ~he reservoi=s a~ Cliff Dam and modified Roosevel~ Dam and
will specify the operating criteria for ~hose facilities. As Exhibit C basi­
cally is an operations agreement. and does not directly impact the ~erms of the
proposed financing agreement. it has been omi~~ed from ~he attached agreement.
It will be negotiated and approved by the Regional Di=ector. Lower Colorado
Region. and incorpora~ed as an exhibi~ to the proposed ag=eeme~t before execu­
tion.

The estimated total contribution of all the entities (excludi:g the S~ate) as
scheduled in Section D of Exhibit A is S370.6 million ($328.8 million in 1986
dollars).

In addition to the contribuUons to be made by CAWCD as scheduled 1: Exhibit A.
CAWCD may. i~ the event of a shortiall 1~ Federal appropriations. make up any
portion of the deficiency from available funds which CAWCD may have on hand at
the t~. If such additional funds are advanced by CAWCD. the United States
will delay the initiation of repayment obligation (under the repayment contract)
on the first or next subsequent block for the period of time necessary to allow
CAWCD to restore such funds to the level they would have reached upon t~e ini­
tiation of repayment in the abse~ce the addi:ion&!- contribution hav1::g~e~ lIIade
by CAWCD. The agreement specifies that prior to such additional contribution
bei~ made. the United States and CAWeD will -agree on specific te~ under which
CAWeD will recover the funds bei:g contributed.

In the event the United States fails :0 meet the construction schedule for ~ev

Waddall Dam. -as specified in Exhibit A• .f.or reasons w1:hi~ the control of the
United States (e.g., lack of appropriations). the CAWeD will be giv~ a pre­
payment credit against its aonual 1nterest-beari~ =epayment obligation to ~he

United S~ates. If construction is dela~ed up to 1 year beyond the scheduled
completion date. CAWeD will be given a prepayme~t eedit which shall be equal to
20 perce~t of the total contribution made to date by CAW~ for the construction
of New Waddell Dam. ~he prepayment eedi: will be applied against the first arA
sUDsequent regularly scheduled payments u~til the credit has bee~ fully utilized.
The repayment schedule for CAWeD would be computed as though ::~e fUnds ~era not
advanced by CAWCO. If substantial cocaplet:ion is delayed IDOre thar. 1 year. but
less :hat:. :! full years be~ond =he schedul':!d COllli'leUoc da:e, ·:he j)repayuae~t cra­
di: shall be equal to SO perce~t of :he total cont~ibutioc :0 date by CAW~ for
const~uction of ~ew ~addell Dam, net of previous prepayment c:ed1t$. I~ t~e

eve~t the delay 15 for more than ~ yea~s beyond the $cheduled cOQ?let:lon date,
the prepayme~t credit shall be equal to 100 perce~t of the tot31 con:~i~u:ioc to
date made by ~~CO for construction on ~ev Waddell Dam, net of previ~us pre­
payment credits.

At leas: once each year. the Secret:ary. 1~ cor~ultation with a consul:atian coc­
mittee which ~l be comprised of one repr~sentative f~om each of the par::ies :0
the agreement. shall determine if Federal appropriation levels or other causes
within the control of the United States may cause a delay 1: substantial comple­
tion of construction as specified in Exhibi: A. If the Secretary makes such a
determination. the Secretary shall not1fy the consultation commi::::ee of the
duration of such delay. The dete~mina:lon of such a delay shall ~t alte~ the
sUDstan:1al coapl.t10n date for New Yadd.ll Da= contal~ed i~ Exhi~l~ A. If
delays are determined ::0 be for reasons beyond the control of the United States.
the~ the substantial co~pletion date may be modified by the Sec~etary ashe =&y
de~e:'m1ne app~opr1.te. at:~r consultation with the consultatlon co~it:ee.
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Failure by the United States to apply any prepa~ent credit i~ ac:ordance wi:h
toe provisions of the agreement shall result in the United States payi=g to the

. CAWCD liquidated damages 10 the ~ount of $48 million.11 If construction delays
are recovered or partially recovered prior to completion of New Waddell Dam,
prepayment c:edits. wi:n accrued interest on such credits at the ~ate oi 3.342
perce~t p~r year, shall be remitted to the United States on the same basis as
they were accrued begi~og with the payment due the year n~~t follOWing the
year of recovery. Failure by the CAWCD :0 remit recovered prapaymen: c:edits to
~he United States in accord~ce with the agreement shall result La the payment
~y CAWCD to the United States of liquidated damages 10 the amount uf $4a million
plus interest.

In the event the United States fails to meet the scheduled completion dates for
Cliff Dam and modified Roosevelt Dam due :0 factors within the control of the
United States, a prepayment credit for contributions made by the Flood Control
District will be provided agaiost CAWCD's interest-bearing reimbursable obliga­
tion i~ the same manner as prOVided for CAWCD with regard to prepayment credit
for delays 10 construction of New Waddell Dam. A prepayment credit will also be
provided against CAWCD'. interest-bearing obligation for contributions :ade by
the Cities. ~ a similar aanner, such cr~di:s ~Lrl be subjac: to refund, plus
accrued i~terest at the CAP project 1:teres: rate of 3.342 percent. on the same
basis as provided for recoveries under the Ne~Waddell Dam discussion. ~ the
event the United States fails to apply the prepayment oredi:s, as specified 10
the agreement. the Uoited States shall pay the Flood Control District and the
Cities liquidated damages 10 the amount of $31 million io direct proportion to
their respective contributions =ade under_the agreement to that date. Failure
by CAWCO to remit recovered ~repaymen: cr~dits :0 the ao1:ed States, as spe­
ciiieq i~ the agreement, will result 10 a payment by CAWC~ of liquidated daaages
in the amouot of $31 2111ion plus interest.

If quarterly contributions are not made as schedul~d 1n Exhibi: A, a late charie
will be applied which sball be due 1£ the contribution is :ot made 1: full
within 30 days of the due date. The 1~tere~: chatie rate shall be theg=eat~r

of the rate prescribed quarterly to the Federal Registe~ by tbe Oepart3eot of
the Treasury for application to overdue pa~eots or a rate of .5 pe~ce:t per
month as ~rescribed by ~c:ioc 6 of the ~clamation Prujec: Ac: of 1939.

The agree=ent prOVides that 1£ Federal appropriations are not ~uiiici~n: to fund
all items scheduled for construction with Federal funds in :~t year. as spe­
cified in Exhi~it A, priorities for the use Federal fucds shall be as follows:

a. The first priority shall be for construc:ion of the aqueduct facilities
through Tucson Phase B. exclusive of terminal storagei

b. The second priority shall be for construction of Indian and non-I~didn

distribution syst"'i

c. The third priority shall be for construction of New Waddell Dam and Cliff
Dam••odification of Roosevelt and Stewart Mouctain Dams. and if approved by the
Secreta.-y, construction of te~nal storage;

1/ The prepayment credit amounts :0 a ~resent worth value of $79 million, th~
liquidated damages for each group is calculated on the ~elative cont=i~ut1ons of
CA~CD (oZ:), and the Flood Control District and the Ci:ies (38:).
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d. If approved ior cons:~uction by the Secreta~y, the iou~:h prior1:y shall
be for cons~ruction of But:es Dam;

e. In the event Federal funding is not sufficient to mee~ :he scheduled
construction of New Waddell and Cliff Dams and ~if1cation of Roosevelt and
Stewart Mountai~ Dams, Federal funds shall be made available ~ a ma~ner :0 pro­
vide an optimum completion of all facilities as i~dicated i~ ~~hi~i~ A. The
schedule provides ior the awarding of a major construction contract for ~ew

Waddell Dam by ~ot later ~han the end of the yea~ 1987, a major cons:~ction

contrac: for modification of Roosevelt Dam ~ot later than the end of the year
1990, a major construction contract for Cliff Dam ~t later thao the end of the
year 1991, and a major construction contract for the modification of Stewar~

Koun:ain Dam ~ot later thao the end of the year 1988. The del1~ea::ed priorities
notwithstandi~, to the exteat that it is reasonable L~ prudent, &iter con­
sultation with the ~oo-Federal par~ies to the agr~ment. the Secretary may apply
any shortage of Federal funds for construction or ~ification of dams to each
dam ~. i~erse proportion to the contributions preViously made by the oon­
Federal panie••

The agreement specifies that the COSt of cons:ruc~on activi:y funded with
contributions made by the non-Federal parties shall oat be included ~ the
calculation of the Federal project cost for comparison wi:h the Congressionally
authorized appropriation ceiling for CAP. It also sp.-i£ies that, except as
otherJise expressly modified by the agreement, provisions of the Repayment
Contract shall rema1~ ~ full force and effec:. The agreement is not a·contract
wi:hio the mean1~ of Section 202(1) of ~e Reclamation Reform Act of 1982.
Accordi~ly, the execution of the &greement shall oo~ ~bject the i'&r:ies to the
provisions of the Reclamat10n Reform Act. Ti:le to all project works
cons:~cted wi:h Federal and/or Qon-Federal funds shall be and remaio 1:1 c.'1.e
United States unless othe~ise provided by the Congress.

The eare, operation, and ..iote~ance of the facilities const~c:ed within the
Sal: aQd Verde Rivers shall be pursuant to the :e~, cove:ants, and conditions
of the ·Contrac: Becween :he United Staees of America and Salt liver Valley
Water'Users' Association· dated September 6, 191i. and cont~ac:s amenda:o~7

ther~of and/or supplementary there:o. The decalls of :he 12pla~eo:at1on of said
care 9 operation, and uiotecance shall be subj ec: to said ag~eements and/or
other ag!'eeme~:s to be iden:ifio!d by the iJ::.l:ed States .u:.d Sil'. The ag~ee:De~:

prOYi~es :ha: che United States and SRP vill expeditiously ~egoe1ate approp~1ate

amendments, supplements, and ocher agreements.

In return for the Ci:les' concribu:lons to the Plan 6 construc:lon, the Uni:ed
States relinquishes all elai2S to the water supply developed in the conservac10n
space created by che Clifi Dam and the ad~itional conservation space c~eated ln
the eodified Roosevel: Dam.

The agreement prOVides that 1f the Unlted States fails to complete cons:ruc:10n
of the Plan 6 facUities, the prepayment eredl~s wlll be prOVided as specified
in the agreement and the non-Federal parties to the agreement =&y eomplo!te the
project works Wi:h the1r own funds subject to consultation with the Secretary
and review of all designs. plans, specifications. and cons:rucClon contracCs by
the Secretary. Title to all such facili~les shall remain 1n the United. States.
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Ii the U~ited States fails to complete cons=ructioc due :0 forces beyond its
control. the contributions shall be credited as if the United States had met the
agreed-upon construction schedules. The non-Federal par~ies shall have the
option of completing the facilities subject to the same specifications ~icated

above. '

The ~pe:u1iture or advance of any IIIOney by the Unitea S::ato!s or the non-Federal
parties shall be conti~e~: upon the appropriation or allotme~t of funds. The
agreement stipulates that i~ the-absence of such appropriation or allotment of
funds, the parties shall not be relieved of any obligations under the agreellle~t

unless expressly provided in the agreelllent, and that no party shall bave a right
to any remedy except as expressly provided therein.

The agreement ~equires the Secretary to work with the Secretary of Energy
through the Western Area Power c\dmi.~1stration to adopt a Navajo Power Marketi::g
Plan that will provide for contracting for Hoover Schedule B capac1ty and e~ergy

by CAWCD pursuant to the Arizona Power Authority allocation. Utilization &ad
assignment of revenues to CAWCD from the sales and exchange of Navajo surplus
power and energy, as authorized by the Roover Power Plant Aet of 1984, lIUst be'
accomplished in amounts sufficient to make repa~: and establish reserves for
r epaymen: of the $175 million :0 be advanced by CAWQ. In the event the ~avaj 0

Karket1:2g Plan is not adopted by the Secretarjt in time :0 ~ble the CAWO to
Illeet i:s colllll1tments, the agreement is suspended pend1~ development and appro­
val of such plan. In the event such a plan is not deVeloped and adopted by
December 31, 1987, the non-Federal parties shall have the option :0 renegotiate
or te:':1nate the agreement without penalty to any party.. --
The St~te of Arizona is required :0 establish a -Verde RLver ProLec:iou Fund" to
be used for the protection ~d ?rese~/ation of the Verde River. The fund will
be adm1n1~tered by the State of Arizona and will be estaolished ~ the amount of
not less :han $2 :illion by Aug~st 31, 1986.

On December 12. 1985, CcUlCD s~~ed a letter of intent to provide for the pur­
chase of land .a:'1d. improveme::.:s co=only· known as the CAP Headquart~s Co.plex.
CAW~ will ~egot1ate a purchase 3gree~nt and lease agreement with tne United
States for the CAP Headquar:~rs Compl~ in calendar year 1986. It is pr~sently

estimated that the purchase pr~ce of the property will be approxi2&tely
$20 a11lion.

I~ the event causes wi:h1~ the control of :he United States result ~ $1:::.1£1­
cant changes in the construction schedules, proj ee: purposes, levels of ser­
vices. appropriation authorities, or project authorization froc those upon whi~h

the agreement is based, the ~oa-Federal parties and the United States shall
at:emptto renegotiate the agreement based on the new c1:cuas:.uces. If the
negotiations do not result in a ~tually acceptable agreement, the non-Federal
parties shall have the option of termina~ing the agreement with a minimum of
120-days notice. In the event of termination. all cumulative contribut1ons,
except those of SIP, shall be credited as a prepayment .41:15: CAWCO'. beere.t­
bearing obligation. Cu1ZlUl.~ive contributions bySRP wl1l be credited ag41~.t

the SaP Saf«ty-of-Oams obligation to the extent such obli~ation L~ists or
remai:s unsatisfied. In the event that obligation 1s ~o longer outst3Oding, 1:
shall be credited against othe: outstanding obligations SRP has to the
United States under Reclamation law or, 1f DO other obligation ~~ists, the



9

contribution shall De refunded to SRP within a reasonable ti~. In the event
the United States fails to give the credit called for in the contract 1n this
situation. the United States shall pay damages of S79 million to CAWCD. the
Cities. the Flood Control District. and the SRP 1n direct proportion to their
respective contributions under the agreement made bi that date. A si~lar pro­
vision in the event of failure of a non-Federal party to make contributions
shall appl7 with the United States haVing the option of tet'1llinating this
agreement with a minimum of 12o-days notice. tn the event of ter:!nation by the
United States, cumulative contributions oade to date by the non-Federal parties,
in an amount not to exceed S100 million, shall be considered as up-front funding
to be credited against nonreimbursable costs and, in the case of SRP, credited
to funding required pursuant to the Reclamation Safety of Dams Act ~endments of
1984. The State's contribution to the Verde River Protecti~n Fund shall not be
subject to that provision.

The non-Federal parties' obligations under the agreement are contingent upon
their obtaining such additional legislative authority as may be necessary or
appropriate to enable them to provide the up-front funding and carry out the
tems of the agreement. It is understood and &greed that the non-Fec:eral
parties shall have the option to witbdraw frod ·rhe agreement 1f suc~ authority
is not obtained. tn the event laws embodyit1g such aut~ority are not signed by
the Governor of Arizona prior to Augun 1, 1986, any party shall have the option
to renegotiate or cer=1nate the agreement without pe~ty.

The agreement provides that tort liability of the United States for clai~ for
failure to perfot'1ll any construction ~~ or other work conte~plated by the
agreement shall be governed by the Federal Tort Claiu Act.

Total construction costs for CAP (Federal expenditures and non-Feder~l contribu­
tions) will be accounted for by the 'ureau of !teclamation and allocated among
project-purposes and to the CAWCD repayment obligation as specified 1n the
Gaster repaYment contract. Interedt during construction will be computed for
this total construction cost at the project rate. tlb.en the project Is completed.
the non-federal contributions will ~ subtracted from the CAWC~ ~epaysenc

obligation. Fuchermore, interest during construction that bas been calculated on
the non-Federal contributions will also be subt=acted fro~ the CAWCD obligation.
This has the effect of includi~g sll Federal construction expenditures plus
Federal interest during construction, for rei~ursible purposes. Failure to
subtract this lnterest during construction would result In charging the
non-Federal entities with interest on money that they contributed.

Under this acr~ement, the Cities ~ould contribute toward the cost Qf construc­
tion of ~th Modified I.oosevelt and Cliff DaDS. In return, the Cities would
receive any yield accrued in the new, active conservation c.apac1cy of Cliff or
I.oosevelt reservoirs. Reclamation studies show the yield of these Plan 6
features tD average approximately 40,000 to 10,000 acre-feet per year, less than
5 percent of the project's 1.5 million acre-feet average annual water supplies.
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The incremental waters generated by nev conservation storage 1n Cliff and
Roosevelt reservoirs would be erraeic and highly variable, available only as a
result of seasonal runoff which would exceed the storage capability of the
smaller, existing reservoirs. During CAP shortage conditions on the Colorado
River it is probable that this incremental supply ~~ll not be available.
However, CAP vater studies do ~how some years when local runoff conditions are
such tha: this vater 1s available. The yield from such supplies would be
l1mit:ed by tbe CAP users ability to take water directly from the reservoir
system, and is projected to be 30,000 to 50,000 acre-feet.

Vhile these nev vater yields can be of significant importance to the several
Cities, this same water resource il of far leIS significance if spread across
the numerous CAP vater service subcontractors. Also. moat CAP s~bcontractors

have access to other water resources, notably ground water. so that a small
reduction in anticipated CAP supplies can be readily made up by an equal

. increase in ground vater use. Therefore. adverse ~mpacts on CAP subcontractors
would not have a substantial consequence. .

It may be argued that theAgreeme~t changes the te~s of existing ,ubcontracts,
in that the additional conservation yield fr~ OLiff and Modified Roosevelt DaDS
is no longer to be included in the overall ~ allocation. Rovever. the"impact
on &nysubcontraetor would be insignificant"at best, and therefore would not
constitute a modification of a material term of the ~bcontract.

The CAP legislative history aad authorizing language are not constraining,
either. Or':De Dam, the authorized predecessor of Plan 6. was not an integrated
part of CAP oPerational studies until after author1cat10n, so that Congress
based its deliberations only on ~\P water resources froQ the Colorado River. and
not the Salt-Verde River system. The legislative record is also quite clear on
the Secr.eeary' s discretionary authority to decide Cc\P water allocations and
water use priorities.

At:3ched is a $!tailed analysis of the financial aspects of the proposed
Agr'!ement. It analyzes the differences betveen the original State entities'
propos:tl and the final teras. The analysis is done i:1 ter::as t)f const3D~ dollars
while the contr1bu~ion £llOunts described in this lDl!QOrandun are in .amounts suf­
ficient ~o cover anticipated cost e5C31atioD.



ATTACHMENT

QUANTITATIVE ANALYSIS OF THE
PLAN .6 COST SHARING AGREEMENT

This attaducent provides a:l analysis of :he Plan 6 cost sba=ing ag=eement which
has been :legotiated with various Arizona e:ltities. This attachme~t ~alyzes the
origi~ offer for up-front funding as proposed by the State and the final
agreement which reflects changes made duri:g the negotiation process. The ana­
lysis presented is based on a constant 1986 price. level and reflects the :let
discounted value of the local up-front contribution.

The follow~ provides a brief QUlllerical comparison of Arizona's original offer
for up-front funding and the final negotiated agreement:

Federal Cos:
CAP Revenues

Net Federal Cost

Value of Local Contribution

With
Arizona"'s With Final

No Local Original Negotiated
Funding 'Offer Agreement
(SMillion) (SMillion) (SMillion)

S1,023 .•• $ 861.8 $ 811.4
250 - 192.& 220.4

$ 773 $..669.2 $ 591.0

$ -O- S 103.8 $ 182.0
.,

This s~ shows the total discouc:ed Federal cost of completi:g the main
features of the CAP (includi:lg the SOD component of Plan 6), the discounted
repayment revenueS for :he main CAP features. and the resulti=; ~t discouut~d

Federal cost of completi:3g the project. Asshowu. the net Federal cos: of
completi:g the CAP changes from S773 m11lion with no local fundi:g, to $669
million with local up-front contributions as proposed 1:1 A:izona's original
offer, to S591 :aillion 1:1 the final negotiated ag::eement. Comparison bf these
estima:es results i: the conclusion that tb_ net discouctedval~e of the loC3l
contribution char~ed from approxi=ately $104 ~illioQ in the or1iinal offer to
SL82 atllion 1: the fi:lal oegotiated agreement. ~ perceot3ge te~. the origi­
nal oifer had • present value equal to approx1=ately 17 perceo: of the costs of
Plan &. wh11e the final agreement represents approximately 29 per:en: of the
PlAU & costs.

There are a ~ber of factors which accouct for the significant difference
i: the value of the original offer and the fioal :legotiated agreement. A
brief summary of each of the major changes is enumerated in the followi~. which
is based on constant 19ij6 price levels:

1. Amount of Conc~ibution - During negotiations, th_ Arizona entities inc~ea&ed

the amount or their proposed contribution froa $281.9 million to $348.75 a1llion.
This inc~ease 1s composed of an estimated $20 million from :he CdWCD for the
purchase of the CAP Headquarters Complex; $&.4 million from the Salt River
P~ojec: for SOD modifications to Stewart :~unta1n Dam; $20.8 =111ion from the
Flood Control District for negotiated chL~es in the method used 1~ d_:e~~i~

• its contribution; and $L9.65 million from Phoenix area cities for negotiated
changes 1: th_ allocation of costs used i:1 dtl::er1ll1:\i~ :hei:- con:r1.bu~10ns.
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2. Timi;g of Local Con~=1bution - In addi:ion :0 ~c=eas1~ tbe amount of the
local cone=1bution. the negot1ation process resulted i~ a change ~ the timing of
the local contributions. In the original offer, significant up-front contribu­
tions did not occur until 1988, and the largest contr1bu~ions we=e delayed until
the later stages of project cons~ruction. La the final agreement, sig~ificant

local con:=ibutions begin ~ 1986 and a somewhat more uciform schedule is zain­
:ained :hroughout the construction pe=iod. The earlle= cor.t=ibu~ions have a .ten-
dency to significantly 4!n.bance the present value of :.he local fundi::g.

3. Treatmen.t of Local Fundi::.g Dtt=ing CAP RepaY!ent- The final maj or change
brought about by the negotiation process 15 the treatment of local funding in
dete~n.1ng the future stream of CAP repayment revenues. The original offer
provided that the contribution provided by CAWOJ be credited entirely to the
interest-bearing repayment obligation and that the cont=ibution by Phoenix area
cities be treated as a prepayment toward the noni~terest-beari::g obligation.
The final agreement provided that 25 percent of the CAWCD contribution be cre­
dited toward the noninterest-bearing 1rrigation obllgation and that the contri­
bution from the cities be credited toward the lnterest-bearing repayment
obligation rather than treated as a prepayment. This change results in an
increase 1: the present value of future repaymeo~ revenues or apprOXimately
$28 lIl111ion.

An item worth noting is the provision 1:1 the f1nal ag~eement that conditions the
repayment arrangemen.ts 1:1 3 above upon meeting the project construction sche­
dule. If the consuuction schedule for all featurt!s of Plan 6 were to slip by
more than 2 years, all local contrlbutiqns provlded by CAWCD, the Cities, and
the Flood Control District would be :reated as a prepayment ra:he= credited as
described above. In such ease, the' present value of future CAP repayment reve­
nues would be reduced from the $220.4 million shew: above to approxi~tely $141
:illion. This would reduce· the present value of the local contribution by about
$79 lIl1llion. ~ki~ it worth approximately $103 lIl11lion! In eSsence. this
r:presents a penalty tmpos~ if the Uni:~ States is, for reasons ~:ntn. its
control, unable to maintain the established construction schedule.

A :ore detailed analysis 1s pr~sen:ed in the at=ached table. The table shows
total yearly con~t~uction ~penditures ~equired =0 complete the mai~ featu~~s of
the CAP and SOD components of ?l.n 6 (column 2); const:uctior. ~~~e~Altures for
Pl.c 6 by l:self (column 3); a schedule of Local fucdl=g contributions under
Arizona's origi=al offer (column 4) and as reflected in the final agreeme~:

{column 5'; aDd :he remaining Federal appropri.tlons =hat w111 be required :0
complete the main features of CAP for both the original offer and fi:a1 ag~ee­

(columns 6 and 7, rellpec:ively). The table also shows four alternative :epay­
IIent schedules: (l) column 8 shows future repaymtl!1: wi=h no up-front fucdi::g i
(2) column 9 shows future repayment &5 proposed by ~he St3te contributors 1:1
their or~i:a1 funding offe~; (3) column 10 shows future :epa1lllent with local
funding as reflected in the final negotiated agreement; and (4) column 11 shows
future repayment under the worst case assumption that Plan 6 construction sche­
dules are slipped by more than 2 years and prepayment mechanisms provided for 1:1
the final agreement are lmple2ented. Columns 12 through 19 simply show the pre­
sent value of the construction and repayment schedules presented i: the first
half of the table. .
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Graphs A and a provide a visual por:rayal of :he Fede~al and local fundi~.

Graph A shows the rema1~ng total Central Arizona Project costs ~~ the relative
relationship between Federal and local funding. Graph B presents the ~emaining

Federal costs associated wi:h the Centrai Arizona Project •

. ', e.
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