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04/01/8
AGREEMENT AMONG THE UNITED STATES,

THE CENTRAL ARIZONA WATER CONSERVATION DISTRICT,
THE FLOOD CONTROL DISTRICT OF MARICOPA COUNTY, THE
SALT RIVER AGRICULTURAL IMPROVEMENT AND POWER

DISTRICT AND SALT RIVER VALLEY WATER USERS'

ASSOCIATION, THE ARIZONA CITIES OF CHANDLER,
GLENDALE, MESA, PHOENIX, SCOTTSDALE, AND TEMPE,
THE STATE OF ARIZONA, AND THE CITY OF TUCSON FOR
FUNDING OF PLAN SIX FACILITIES OF TdE CENTRAL

ARIZONA PROJECT, ARIZONA, AND FOR OTHER PURPOSES

Preamble

l. THIS AGREEMENT, made this /5 z4 day of;‘z¢£/’/ ,
198 b , pursuanc to che Reclamacion Act of June 17, 1902 (32 Stac. 388),
and acts amendatory chereof or supplemengary thereto including, but not
limited to, the Contributed Funds Act of March 4, 1921 (41 Stac. 1404), the
Colorado River Basia Project Act of September 15. 1968 (82 Ssctat. 885), the
Reclamacion Safecy of Dams Act of 1978, (92 Stac. 2471, as amended by 98
Stat. l481l), the Hoover Power Plant Act of 1984 (August 17, 1984, 98 Stat.
1333), collectively knowm as chctai Reclamation law, among THE UNITED
STATES OF AMERICA, actiag through the Scctnc;ry of the Interior; THE
CENTRAL ARIZONA WATER CONSERVATION DISTRICT; THE FLOOD CONTROL DISTRICT OF
MARICOPA COUNTY; THE SALT RIVER PROJECT AGRICULTURAL IMPROVEMENT AND POWER
DISTRICT AND SALT RIVER VALLZEY WATER USEXS' ASSOCIATION; THE ARIZONA CITIZS
OF CHANDLZR, GLENDALZ, MESA, PHOENIX, SCOTTSDALZ, AND TEMPE; THE STATE OF
ARIZONA; AND THE CITY OF TUCSON, each represented by {ts respective duly
authorized representatives;

WITNESSETH, THAT:
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Explanatorv Recitals

2. WHEREAS, the United States, through the Bureau of Reclamation, is
constructing the Central Arizona Project pursuant to the Colorado River
Basin Project Act of September 30, 1968, and the December 15, 1972,
Repayment Contract between the United States and the Central Arizona Water
Conservation Discrict for Delivery of Water and Repayment of Costs of the
Central Arizona Project ; and

WHEREAS, as a2 suitable alternative to Orme Dam, the United States,
in conjunction with represencatives of the State of Arizona, the Central
Arizona Water Conservation District, and the Salt River Project has planned
and i{s constructing certain features of what is known as "Plan Six,”
including but not limited to, New Waddell Dam, Cliff Dam, and modifications
of the existing Roosevelt and Steuu;; Mountain Dams of the Salt River
Reclamation Project; and

WHEREAS, the parties td this Agreement have determined that it
would be in the best interests of the beneficiaries of the Central Arizonsz
Project and the United States for certai: ‘vizona entities to contribute
funds to accelerate the construction of New Waddell Dam and Cliff Dam, and
the aodificacion of the existing Roosevelt Dam and to assﬁre the modifica-
tion of existing Stewart Mountain Dam; and

unxszs; the State of Arizona is willing to establish and contri-
bute tc a fund for the protéccion and preservation of the Verde River
environment; and ‘

WHEREAS, the City of Tucson and the Central Arizona Water Conserva-
tion District wish to cooperate and consult with the United States on the

development of Tucson Phase B Terminal Storage; and

2
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WHEREAS, the Central Arizona Water Conservation District and the
State of Arizona wish to cooperate and consult with the United States on
the development of Buttes Dam;

NOW, THEREFORE, in consideration of the mutual and dependent conve-
nants herein, it is agreed bv the parties hereto as follows:

Definitions
3. When used herein, and in Exhibits A, B, C, and D, hereto, unless
otherwise distinctly expressed or manifestly incompatible with the intent
thereof, the terms:
a. "Secretary” or "Contracring Officer” shall mean the Secretary of

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

- a®

sentative;

b. "CAWCD" shall mean the Central Arizome Water Comservation Discriecc;

c. "Cities”™ shall mean the Arizona cities of Chandler, Glendale, Mesa,
Pho;nix. Scottsdale, and Tenpeg- -

d. "Flood Control District”™ shall mean the Flood Control District of
Maricopa County;

e. "Salt River Project™ or "SRP™ shall mean the Salt River Valley
Water Users' Association and the Salt River Project Agriéﬁ@:ural
Ioprovement and Power District;

f. "Stace” shall mean the State of Arizoma;

g+ "Tucson” shall mean the City of Tucson;

he. "Year™ shall mean the period beginning October | of the preceding

yvear and ending September 30;
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i. "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 Dams, 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; -

m. "Non-Federal Parties” shalll;ean CAWCD, the Cities, the Flood
Countrol District and SRP;

'h.'“Prinqiples and Guidelines™ shzsll mean the “Economic and Environ—
mental Principles and Guidelines for Water and Related Land Resources
Implementation Studies™ dated March 10, 1983, and signed by ;he President
of the United States on February 3, 1983;

0. “"Uncontrollable Forces™ shall mean any cause beyoad the control of
the party affected including, but not limited to: failure of facilicies;
flood; earthquake; storm; lightning; fire; epidemic; war; rviot; civil
disturbance; labor dis:urbanée:.sabotage; bankruptey 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 not reasonably
have been expected to avoid. “Uncontrollable Forces™ shall not mean the
actions or inactions of a legislative or governmental body of the party

affected;
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p. "Terminal Storage”™ shall mean surface storage facilities or an
alternative to surface storége facilities, in the Tucson area, which, if
approved by the Secretary, will provide as reasonably reliable a supply of
sunicipal and industrial (M&I) water for the water users in the Tucson area
as is provided for other major Central Arizona Project M&I water subcon—
tractors;

q. "“Substantially Complete™ shall mean the completion of a facility to
the extent that it {s capable of providing on a reliable basis all services
for wvhich it is intended;

r. "Major Comnstruction Contract™ shall.mean any comtract which results
in the construction and/or demolition of a primary benefit-producing
feature. Relocation, site clearing, dara collection, engineering/architcec—-
tural, supply, and construction con;;acts involving appurtenant features
are excluded. . . .

Construction Advances

4. a. The Secretary agrees that each annual budget estimate submitted to
the Executive Office of the President of the United States by the Departc-
ment of the Interior shall include sufficient funding for the Project Works
to meet the construction schedule specified in Exhibit “A;“ which is

actached hereto and by this reference made a part hereof. The Noa~Federal

_Parties each agree that they shall, upon receipt of a quarterly statement

from the United States, within 30 days thereof deposit funds in the amounts
specified in Exhiﬁi: “A," into a special escrow fund, as described in
Exhibit “B," which also is attached hereto and by this reference made a
part hereof. Such deposits, including interest earned thereon, as provided
for in this Agreement, shall be used by the United States for construction
of New Waddell Daw and Cliff Dam, and the modifications of Stewart Yountain

5
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and Rooseveltr Dams. The non-Indian discribution system construction sche-
dule shown in Exhibiz "A™ is for illustrative purposes only and is not
binding upon the non-Indian distribution system beneficiaries, or the
United States.

b. In accordance with the escrow instructions specified in Exhibit “B,~
the United States shall have the right to withdraw funds from the escrow
accounts to meet funding obligations for coanstruction of New Waddell Dam,
Cliff Dam, and modifications to Roosevel: and Stewart Mountain Dams. The
United States shall have the right to withdraw such funds at any time
during the Year up to the annual limits speci{fied {n Exhibit"A,“ plus any
funds from previous Years not withdrawn. If any funds, plus interest,
remain in the escrow accounts upon coh;l?:ion of construction, the entire

amount in each account shall be withdrawn by the United States and shall be

credited in a similar maune? as specified in Article 5: Provided, however,
That‘ill interesc accruing to the CAWCD escrow account sha;l be available
to CAWCD at':he end of each Year. Each Nou-Federal Party's obligation to
fund cénsttuction costs shall be considered to have been met upon its depo-
sit into escrow of the funds available for withdrawal by the Unized States
from the escrow accounts.

c. £xhibit “A" shall be reevaluated annually and may be amended from
time to time, in accordance with Section E thereof, to change the funding
levels, escrow deposits, and/or escrow withdrawals specified therein.

Cost Allocation Procedures and Crediting of Contriburions

S. Except as expressly modified hereia, the procedures for allocation
of construction costs and the provisions for repayment of teimbursable
Federal costs shall be in accordance with Article 9 of the Repayment

6
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Contract. Contributions bv the separate Non-Federal Parties shall be as
follows:

a. The S$175 million of funds advanced by or for CAWCD for comnstruction
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. All costs shall be allocated as
specified in the Repayment Contract thtouﬁh the suballocation of water
supply costs among CAWCD, Indian Water Users, and the New Mexico water
users as though funds were not advanced bv or for CAWCD, and then the water
supply costs shall be further suballocic®d to the interest-bearing and non—
interest-bearing portions of the CA&&D repnyefn: obligation. At this point,
and at successive determinacions of the CAWCD repayment obligacion as
required in the Repayment Contract, the contTributions made by ar for CAWCD
and the interest during construction wﬁich would have accrued on an eguiva-
lent amount of expenditures by the United States shall be subtracted from
the costs allocated to CAWCD. Seventy-five percent (75%) of the funds
advanced by or for CAWCD shall be credited agalast its interest-bearing
obligation; the remaining twenty-Zive percent (25%) shall be creadited
against its noninterest-bearing obligation.

b. The contribution by the Flood Control District, including interest
earned in the escrow account, shall be credited against the noureimbur—
sable costs of the Cantral Arizona Project allocated to flood control. The
contribution by the Flood Control District shall be determined pursuanc to
the methodology specified in Exhibit “A,” and is reflected in the schedule
of deposits to the escrow fund in Exhibit "A," as that exhibit nay be

amended.
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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 storage in Cliff Dam and additional conservation storage in
modified Roosevelt Dam. The reimbursable costs of constructing Cliff Dam
and modified 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 5n the
books of the Unite& States,mggéri;tereét during comstruction which would
otherwiﬁe 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 cre-
diting the Cities' contribution against the CAWCD's interest-bearing
repayment obligation, all costs shall be allocated as specified in the
Repayment Contract through the suballocation of water supply costs among
CAWCD, Indian Water Users, and the New Mexico water usaers 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 CAWCD repayment obligatiom. At this point, and at suc-
cessive determinations of thé CAWCD repayment obligation as required in the
Repayment Contract, the contributibns made by the Cities (including
interest earned chefeon in the escrow account) and the interest during
construction which would have accrued on an equivalent amount of expen—
ditures by the United States shall be subtracted from the {nterest-bearing
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costs allocated to CAWCD. The contributions by the Cities shall be deter-
mined pursuant to the methoaology 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. 1In return for their contributions, and for
other mutual consideration set forth herein, the Cities, the United States,
the SRP, the CAWCD and other necéssary parties have entered an agreement,
identified as Exhibit "C”, attached hereto and by this reference made a

part hereof. Notwithstanding the provisions of the Repayment Contract, the
;greement in Exhibit "C” entitles the Cities to the additional water conser-
vation yield fr;u Clifgmﬁ;ﬁmigubject to appropriate gccounting for future
sedimentation losses) and to the additional water conservation yield from
the modifications to Roosevelt Dam (subject to appropriate accounting for
future sedimentation losses) 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 Cliff 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 Subarticle 9.3(a)(ii) of the Repayment Contract.

d. SRP shall contribute aﬁ 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 modifications of Roosevelt Dam and
Stewart Mountain Dam. This contribution, including interest earned in the
escrow account, shall be credited against any repayment obligation inéurred
under the Reclamation Safety of Dams Act Amendments of 1984 and shall not

9
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exceed such obligacioa taking into account coatributions already made by
SRP aad agreed upoa by the Uaited Staces and SRP to be applicable to the
obligaction. Such obligacion shall be determined usiang the s;patable cost-
remaiaing benefits cost allocation procedure aad {a accordaace with the
requirements of 98 Stat. 148l.

_ e In :ﬁe ;venc that cons:tuc:ion of any Feature of Plan éix is suspeaded
of-deiayéd by reasoa of Uacontrollable Forces, the obligatioa of the Non-
Federal Party or Parties to coantribuce funds that is related to such

feature shall be tolled during the period of delay.

‘Additional Contributions by CAWCD - -

.6 In the eveat that Federal appropriations are insufficient to provide
for coascruction of facilities as scheduled ia Exhibit A", CAWCD has the
optioa to make up aay porﬁion of the deficiency from any available funds.

Ia the eveat such additional funds are advaaced by CAWCD to fund additional
coastruction costs, the Uaited States agrees tha:t the iaitiation of
repaymeat of the firsc or aext subsequeat repaymean: block(s) under the
Repaymeat Conctract will be delayed for the period of time aecessary to per-
mit CAWCD to accumulace such funds to the level they would have reached
upuva the i1aiciation of repayment ia the abseace of the additioaal coatribu-
tioa haviag beea made. Prior to such addi:ional contribution beiag made,
the Uaited Staces and CAWCD will agree oa specific terms under which CAWCD
will recover the funds beiag coatributed. Any additional advances made by
CAWCD for reasoans other than to make up shortfalls in Federal appropriations
will be treated as credits agaiast CAWCD's repayment obligation as specified

ia Subarcicle S.a.
10
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Failure o Meet Fuadiag Commictmeats

7. a. In the eveat the Uaited Staces fails to meer che coastruc:zioa sche-
dule for New Waddell Dam as specified ia Exhibi: "A"™ due to lack of Federal
fuads or ocher faccors wichia the coatrol of the Uaiced Staces, CAWCD will
be givea a prepaymeat credi: agaias:c its facerest-beariag aanual obliga-
tioa ia accordaance wich the followiag:

(1) In che evear thac subscancial complecioa of New Waddell Dam
is delayed up Zo one year beyvad the complecion dace as scheduled in
Exhibi: "A", the prepayment credit shall be equal to tweacy perceat (20Z)
of the total coatribution made Co date by CAWCD for the coasiruction of New
Waddell Dam. N

(11) Ia the eveac tha: subszaacial complecion of New Waddell Dam
is delayed more than ocae year buc 1;;8 than two full years beyoad cthe
completion date as scheduled ifa Exhibi: "A", the prepayment credit shall be
eguai'ca fifcy perceat (50%) of the :otal coniributioa made o dace by
CAWCD for coasiruction of New Waddell Dam, aet of previous prepayment cre-
dics.

(111) Ia the evea: tha: subscancial complecioa of New Waddell Dam
is delayed amore thau two years beyoad cthe completioa da:e:as scheduled ia
Exhibic "A", che prepaymea: credi: shall be equal to oae huadred percea:
(100Z) of zhe :ocal cca:triducion made co dace by CAWCD for coastruc:iion of
New Waddell Dam, aet of previous prepaymeat credics.

(iv) Ia che evea: tha: substaacial complerion of New Waddell Dam is
delayed aad the delay is less thaa two full years, cthe balance of the con~-
tribucion will be applied agaiast CAWCD's reimbursable obligation as spe-

cififed ia Subarcticle S.a.

11




10
11
12
13
14
15
16
17
18
19

20

22
23
24

25

(v) The substantial completion dates stated in Exhibit “A" are sub-
ject to amendment, as provided in Subarticle 9.b., for delays caused by
Uncontrollable Forces or by the aczioms or inactions of the Non-Federal
Parties; consequently, any failure to meet the scheduled completion dates as
stated in Exhibit A" (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
payuents next dué on its incerest-bearing annual obligation. Any unused
prepayment credit shall carry forward and aécrue interest at the rate of
3.342Z per annum until exhausted. Funds in the amount of the prepayment
credits shall be held by CAWCD as t@g;.;:crue and shall be sep;tacely -

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

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

credics, with interest which accrued onm such credits at the racte of 3.342Z
per annum, shall be remitted to the United States on the same basis as they
were accrued, beginning with the payment due the vear next following the
Year of recovery.

(vii) Failure by the United States to apply any pfepayment credit
in accordance with this Subarticle 7.a. shall result ia the Uni:zed States
paying to the CAWCD liquidated damages in the amount of $48,000,000.
Failure by the CAWCD to reniﬁ recovered prepayment credits to the Cnired
States in accordance with this Subarticle 7.a. shall result in the payment
by the CAWCD to the United States of liquidated damages in the amouant of
§48,000,000 plus accrued interest.

12
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b. In the event the Unized 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 approptiation§ or other factors within the
control of the United States, a prepayment credit for contributions made by
the Flood Control District will be provided against CAWCD's intcerest-
bearing reimbursable obligation in the same manner as ?tOVided.fOt CAWCD in
Subarticle 7.a. with the balance of the contribution, i{f any, retained
against nonreimbursable flood control costs. A prepavment credit will also
be provided against CAWCD's interest-bearing obligation for contributiomns
made by the Cities in the same manner as spicified for CAWCD in Subarticle
7.a. with the balance of the Cities' contributions, {f any, recained as an
overall credit toward CAWCD's total interest~bearing reimbursable obliga-

tion. Such prepayment credits shall be held By CAWCD as they accrue and

shall be separately accounted for by CAWCD. In the event construction

delays are recovered, or partially recovered, prior to complecion of Cliff
Dam, or Modified Rocsevelt Dam, the prepayment credits, with interestc which
accrued on such credits at the rate of 3.3423% per annum, shall be remizted
to the Unized States on the same basis as they were accrugq, beginning wich
the pavment due the year nex: following the Year of recov;ry. Failure by
the United States to apply any prepayment credit {n the manner specified in
Subarticle 7.a. shall result in the United States paving to the Flood
Control District and the Cities liquidated damages in the amount of
$31,000,000 in direct proportion to their respective coantributions made
under this Agreement at that date. Failure by the CAWCD to remit recovered
prepayment credits to the United States in the manner specified in
Subarticle 7.a. shall result in the payment by the CAWCD of liquidacad
damages in the amount of $31,000,000 plus accrued {nterestc.

13
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however, That in applyiosg the Principles and Guidelines (or such successors

c. In the event that any of the quarterly coniributions from any of the
Non-Federal Parties are aot made in total, the following late chargzes shall
be applied. When a full coatribution is not made withia 30 days of the due
date, the contributor shall pay an interest charge for each day the concri-

tion i{s delinquent beyond the due date. The interesi charge rate shall

be the greater of the rate prescribed quarterly in the Federal Register by

the Department of the Treasury for application to overdue payments, or the
iaterest rate of 0.5 per cent per aouth prescribed by section 6 of the
Reclamation Project Act of 1939 (Public Law 76-260). The interest charze
rate shall be determined by the Secretary is of the due dace and shall
remain fixed for the duraction of the delinquent period. The late charzes
shall be considered as up-froat fundigi‘;o be credited agaiast noureimbur-
sable costs; Provided, That the contribution.by the State towards the Verde
River Ptocec:ioq Fund shall be exempt from any late charzes.

Priorities for Exnendié&res of Federal Aporopriatious

8. If, in any Year, Federal appropriatious are 3ot sufficient to fund all
tems scheduled for coustruction with Federal funds in that Year as spe- »
cified ia Exhibit "A", the priorities for use of Federal funds shall be as
follows: :

a. The first prioricy for available Federal funds shall be for con-
struction of the Aqueduct facilities throwgh Tucsoa Phase 3, exclusive of
teraiaal storage. Temiallvs:ot:ge. 1f approved by :the Secretary, shall be
coustructed afier coapletion of the Tucsou Phase B Aqueduc: and shall be
phased with coanstruction of New Waddell Dam, Cliff Dam, and modification of

Stewart Mountain and Roosevel: Dams, as set forth in Exhibis "A"; Provided,

14
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as may be applicable) o the planninmg for Terminal Storaze, the United
States agrees to cousider all factors relating to the reliability of the
Aqueduct south of the Phoenix area. Before concluding its analysis, the
Unized States shall coansult with CAWCD and Tucson to determine the accep-
tability of the United States' plan to provide the reasonable reliabili:cy
(as defined in Subartzicle 3.p).

b. The second priority for use of Federal funds shall be for construc-
tion of Indian and non~Indian distribution systems as shown iz Exhibi: "A";

c. The third priority for use of Federal funds shall be for coustruc-
tion of New Waddell Dam and Cliff Dam, modification of Roosevel: and
Stewar:t Mountain Dams, and, {f approved by the Secretary, comstruction of

Terziaal Storale as shown ia Exhibit 'A;. A major construction comntract

for New Waddell Dam shall be awarded not later than the end of the Year
1987. A major coustruction comtract fot-:he modification of Roosevel:
Dam §h;ll be awarded aot later than the end of the Year 1990. A amajor
construc:tion contrac:t for Cliff Dam shall be awarded a0t later than the
end of the Year 1991. A major comnstruction contract for the modification
of Stewart Mountain Dam shall be awarded aot later than the end of the Year
1988. | |

d. 1f the Secretary shall approve a plan for comstruction, the fourth
priorily for use of Federal funds shall be for comstruction of Butces Dam,
as showa ia Exhibit "A". 1In the éven: that the Secretary does a0t con~
template approviog the construction of 3uties Dam, the par:ies hereto agrec
that the United States, the State, CAWCD and other local encities with a
direct interest in Buttes Dam shall coafer in an attempt to develop an

acceptable plan.
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e. In the event the Federal funding is not sufficient to mee: the
schedule for construction of New Waddell and Cliff Dams and modification of
Roosevelt and Stewart Mountain Dams as contained in Exhibit "A", Federal
funds shall be made available in a manner to provide an optimum completion
of all facilities as indicated in Exhibit "A". The priorities delineated
1n_8ub§g£1c1es a. through d. of this Article 8 notwi:hs:anding, to the
extent that it is reasonable and prudent after consultation with the
Non-Federal Parties hereto, any shorta;e of Federal funds Eor construction
or modification of the dams shall be applied by the Secretary to each dam
in inverse proportion to the conttibu:iona previously nade by the

Non-Federal Parties.

Consultation

9. a. The parties to this Agreement shall establish a Comsultation
Committee with at least one representative from each of the parties hereto
and from the Maricopa County Municipal Water Conservation Distriect No. 1 on
the Committee to provide input for and to review major features designs,
environmental compliance work, comstruction schedules, financi:;, and
other items or proposed decisions that gill have a direct impact on the
coustéuc:ion of the features toward which the Non-?ederai Parties are
ad?ancing funds. The final decisions on all aspects of project development
shall rest with the United States. The parties recogaize that the‘Uni:ed
States cannot release any budget information contained in the President's
budget prior to the official releas; of the bﬁdge: by the President.

Within 90 days after the end of each Year, the Secretary shall submit to
the Consultation Committee a report of funds expended for the construction

of Project Works.
16
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b. Each substantial completion date established in Exhibit "A” snall
be amended by the Secretary to state a later date if and to the ex:tent that
the Secretary determines that delay has been caused by Uncontrollable For—
ces or by the actious or imactious of the Non-Federal Parties. No such
amecdment of a substantial completion date shall be made unless and until
the Secretary:

(1) Gives uwritten notice to the Comsultation Committee of the pro-
posed amerdment, the particular Uncoctrollable Force(s), or the particular
actiou(s) or inactiou(s) of the Non-Federal Parties causiag the delay, and
the specific effect upon the completion; amd

(11) Affords the Comsul:ation Commi:itee reasocable oppor:iuci:cy,

ter such written notice, to be heq;&!;;;h regard to the proposed amexzd-
ment. -

c. At least once each Year, the Secretary, in coasultation with the
Consﬁi:a:ion Commictee, shall determize whether Federal appropriation
levels or other causes withia the coctrol of the United States may or amay
got cause a delay in substantial completion of coustructioun as specifieq ia
Exhibit "A", as.amended from time to time. If the Secretary aakes a deter-
mination that such a delay may occur, the Secretary shallinotify the Corsul-
tatioc Commiztse of the duratioan of such delay. The determization of a
delay or its duration shall not alter the substactial completior dates con-
taized ia Exhibit A", as they may be amended from time to time as spe-
cified in Subarticle 9.b. herein. If the Secretary determines that such a
delay will oot occur, the Secretary sh;ll notify the Cousultation Commi:itee
of such deternization and the reasous therefore.
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d. At any time after making a determinatiom that a Feature of Plan Six
will be delaved due to lack of appropriécions or other causes withiz the
control of the United States, the Secretary, for good cause, may determice
that the delay has been recovered, or partially recovered, prior to comple-
tion of such feature. No such determization shall be made unless acd umczil
the Secretary:.

(1) Gives written notice to the Consultation Commi::tee of the pro-
posed determizatiou and of the good cause therefor; acd

(11) Affords the Cousultation Coumi:ttee reasonable opportunity,
after such written notice, to be heard with regard to the proposed deter-
mization.

e. Each determination of the S¢c£;'t;;.'y made pursuant to this Article 9
is final and i{s considered an “order” subjecf_to judicial review under the

Admiaistrative Procedure Act (5 U.S5.C. §551 et seq.).

Impact of Comntributiors oc Central Arizoma Project
acd Safety-of-Dams Aporooriatioc Ceiliczs

10. The cost of coanstruction activity funded with coutributiocs zade by
ﬁon-?ederal Parties pursuant to this Agreemect, or otherwise, acd izteres:
earaed {n the escrow accounts acd made available to the Ui';i:ed States,
shall aot be included in the calculatior of the Federal Ceatral iArizoca
Project and Safety-of-Dams cost esiimates for comparisor with the cocgres-
siotally authorized appropriation ceilirgs.

Revavment Cottract and Reclamation Reform Act

11. Except as otherwise expressly modified hereia, the provisious of the
Repayment Coutract shall remain in full force and effect. This Agreement
is not a “comtract " withia the meaning of Sectiom 202(1) of the
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Reclamation Reform Act of 1982, 43 U.S.C. $390bb(l), acd the regulatious
atterdanct thereto. Accordirgly, the execution of this Agreemet: shall =zot
subject any party to this Agreement to the provisions of the Reclamation
Reform ‘Act, nwor to regulatioms attendant thereto, to which such par:y
would cot otherwise have been subjected.

Title to and Operation of Project Works

12. a. Title to all Project Works comstructed with Federal acd/or
voc~Federal funds shall be and remain in the United States ucless otherwise
provided by the Congress.

b. The care, operation, and maintenance of the facilities cons:rﬁc:ed
within the Salt and Verde Rivers shall be pursuan: to the terms, cotvenacts
and conditions of the "Coctract BQ:YQ;;';;ized States of America anﬁ Sal:
River Valley Water Users' Association”™ dated September 6, 1917, and con-

tracts amendatory thereof and supplementary thereto. The details of the

impleme=ztation of said.cate, operation and maizteracce shall be the subjec:
of appropriate amerdments and supplemernts to said Septeaber 6, 1917,
coctract, as amended and supplemented, or other agreements between the
United States ard SRP, acd the Ucited States acd SRP agree to expeditiously
cegotiate appropriate amendments, supplements acd other aﬁreene::s.

Fiilure to Couplete Constzuction

13. a. Uf the United States fails to complete comstruction of the facil-
ities for which coc~Federal countributiocs aave beer made, due to the lack
of appropriatious ot for other causes within its cotctrol, the Secretary,
after consul:ati&n with the parties hereto, may declare that ao further
Federal work is possible ou such facilities. The total cumulative coatri-
butions from CAWCD, the Flood d;n:rol District, acd the Cizies for the

19




10
11
12
13

14

15
16
17
18
19
20
21
22
23
24
25
26

uacomplected facilicies shall be credited as a prepayment ia the same manaer
as 1f chere were a delay ia coansctruccion of more thaan 2 years as provided
ia Article 7. The tocal cumulacive coactributioas of SRP shall be credited
to fundiag required pursuanc to the Reclamactioa Safecy of Dams Acc
Amendmeats of 1984 (98 Scac. 1481). The parcies hereco may comple_ce che
Project Works with their own funds. In the eveat the par:zies decermiae
that they will complete the coastruction of any uacompleced facilicies, the
parties shall coasulz wich the Secrecary aad provide all desigons, olans,
specifications, and consctructioa coactracts to the Secrecary for review aad
approval. Title to such facilities shall remaia in the ODaited Scaces
unless otherwise pruvided by che Coagress.

b. If che Uaiced Stactes fails to coliplete coastruc:ioa of :the Prujecet
Works due to Uacontrollable Forces,":he cmul:cive aon-Federal coatribu-
tious shall be credited as {f che Uaited Staces had net the agreed-upoa
coastructioa schedule. Ia the -eveat of failure by che Uaizad Staces to
complece coastrucciiva due to Uacoatrollable Forces, the parties hereco may
elect Co pruceed wich coascructioa of Project Works subjec: co che coa-
ditioas specified above. Ticle o Project Works shall remaia ia the Uaiced
Staces ualess ocherwise provided by che Congress.

Coatiagea: oa Anorupriacioa or Allocmeal of Fuads

14. The expeadi:ture or advaunce of aay mocaey by the Jaized Stactss or the
Noo-Federal Parcties ia accordaace with chis Agreemeat (other chan liquidaced
damages) shall be coatiageat upva the appropriatioa or allotmeat of funds.
The abseace of appropriacica or allotmeat of funds shall aoc relieve any
party to this Agreemeat from any obligatioa established hereia unless
expressly pruvided by the terms of this Agreemeat. No party shall have aay
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right or remedy azaianst the United Staces in the event the Corgress fails
to appropriate or allot the cecessary funds other thac those rights or
remedies specifically provided hereic. The United States shall have o
rizhts or remedies against the Non-Federal Parties for failure to coctri-
bute the funds required by the teras of this Agreement other than those
rights and remedies provided expressly hereiz.

Navajo Power Marketirs Plan

15. a. The Secretary shall work with the Secretary of Ezerzy through
the Westera Area Power Adminiscracion to adopt a Navajo Power Markecirg
Plan cousistent with the Hoover Power Plant Act of 1984 that will provide
for contractircy for Hoover Schedule B capacity and ecerzy by CAWCD pursuaat

to the Arizona Power Authority allocation daced Jure 7, 1985, acd utiliza-

tiou ard assizcmen:t of reverues froa the sales and excharge of Navajo
surplus power and eneryy as authorized by the Hoover Power Plant Act of
1984, sufficient to make repaymétic ard establish reserves for repayment of
3175.000,000 (6: aore) of furds advatced by or for CAWCD for comscruction
of authorized features of the Central Arizora Project.

b. Iz the event that a Navajo Power Marketirg Plac sufficient to make
repayment acd establish reserves for repaymect of 5175,000;000 (or aore) of
fucds advanced by or for CAWCD is zot adopted by the Secretary iz time So
ezable CAWCD to meer its scheduled coniribution of funds for New Waddell
Dam, this Agreemezt (s susperded bendicg developmez: acd approval of such
Plac. 1In the eveatr such Plan is not developed and adopted by December 31,
1987, the Nou-Federal Parties shall have the opction o renegotiate or ter—
uinate this Agreement without peraliy to any party.

21
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c. If funds are advanced by other entities for acd ot behalf of CAWCD
with CAWCD's agreement, and such agreemect shall oot be unreasonablv with-
held, such funds will be treated as CAWCD funds otherwise advanced under
this Agreement.

Verde River Procectiot Fund

16. The State of Arizona shall escablish a “Verde River Protection Fund"
to be used for the protection and preservation of the Verde River. The
Fucd shall be admiziscered by the Stace of Arizona and may be used for pro-
perty acquisition, habitat enhancement and/or habizat protection alomg the

entire reach of the Verde River. The State shall establish the Fund and

provide not less than $2,000,000 for the Fund no later than Augusc 31, 1986.

CAWCD Purchase of Héé&qﬁar:er's Complex

-

17. In accordance with the letter of intens signed by CAWCD on December 12,

1985, to provide for the purchase of land and improvements commorly known
as tﬁe-Cen:ral Arizona Project Headquarters Complex, withiz the calendar
year 1986, CAWCD will negotiate a purchase agreement and lease agréement

th the United States for the Ceatral Arizoua Project Headquarters
Complex.

Nou-Compliance Provision

18. Recognizicg thac the Non-Federal Parzies iztend that the aggregate
local corzribution achieve the timely coustructiou of the aggzregate of
features described in this Agreemen:, the followizg is agreed to:

.a. In the event that causes wi:hi: the cous:ol of the United States

result in significant changes ia: (1) construction of New Waddell Dam or
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Cliff Dam, or the modification of Roosevel: Dam or Stewart Mountaia Dam;
(2) project purposes; (3) levels of services; (4) appropriacion authori-
ties; (5) or project authorizations from those upon which this Ag reement is
based, the Noc-Federal Parties and the Unized States may attempt o renego-
tiate this Az reement based on the new circumstances. (With rezard co
coustruction of Project Works, significant changes shall be deemed to have
taken place if comnstruction on a feature has beec halted for a period of 18
moaths or more.) If such negociations do not resul: im a mutually accep-
table aZreement, the Non-rederal Parties shall have the option of ter-
minating this Agreement with a minimum of 120-days written notice. 1In

the event of termination, all cumulative contributions made by CAWCD, the
Flood Control Discrict, and the Cities’iﬁill be credited as a prepayment
againstc CAWCD's interest-bearing obl;éaxion. ‘§hould the Uciced States fail
to credit all cumulacive contributions made by CAWCD, the Flood Cortrol
Dis:ii&:, and the Cities as a ptepaymect againsct CAWCD's interast-beari=zg
oblization, the Unized States shall pay liquidaced damazes of $79,000,000
to CAWCD, the Cities, and che Flood Cortrol District in’direc: proportion
to their respective concributious made under this Azreemezt at that dace.
Cumulacive countributions made by SRP: .

(1) will be credized agaiust SR?'s Safecy-of-Dams obligatiot to the

tect suc@ oblization exiscs or remaizs unsatisfied;

{(ii) in the event such obli;ation is oo lorger o&:s:andi:;, shall be
credited against any other outscanding obligatioz it has o the United
States under Reclamation law, as designated by SRP; or

(1i1) in the absence of such a designation or oblization, shall be
refunded to SRP within a reasonable time.
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Iz the event SRP's cumulative contributions, or appropriate portioms
thereof, are not credited or refunded im accordance with (i), (ii), or
(111) above, the United States shall pay liquidated damazes in anc amount
equal to: SRP's cumulative coutributions to the date of the termination of
this Agreement, migus any amounts properly credited or refunded.

b. In the event that any Non-Federal Party, due to causes withic its
control, fails to make a courribution in a year in which such contribution
is due in accordacce with this Agveement, and a0 other Noc-Federal Party
elects to make up the shortfall, the parties hereto shall actempt to rene-
gotiate this Agreement. For the purpose of this Subarticle 18.b., the
failure of a Noc~Federal Party to make a scheduled concribution in any
amount, plus accrued lace charges, foéqiqieriod of 18 monchs (and which is
vot made up by another emcicy) slull- .be sufficient justification for reme-
gotiatiou. 1If such negotiacious do not result in a mutually acceptable |
agreéminc, the United Staces shall have the option of termizatisg this
Ag reement with a ainimum of 120-day's written notice to all other parties.
Ia the event of :e;mi:acion by the United States, cumulacive coctributious
made to dacte by the Noc~Federal Parties, uot to exceed SIO0,000,'OOO. shall
be considerad as up-froc:t fundirg to be credited agaiasc tocreimbursable
costs and, ic the case of SRP, credited to furdingy required pursuact to the
Reclamaction Safety of Dams Act Amerdmencs of 1984; Provided, That the
State's coutribution to the Verde River Protection Furnd shall cot be sub-
ject to the provisious of this Subarticle 18.b.

Effect of Litigation

19. The Uunited States, and any other party to this Agreement who inter-
venes, shall abide by the final judgment in the lawsuit ectitled Maricopa
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Audubon Sociecty, et al. vs. Hodel, et al., No. CIV-85-2166-PHX-PGR, to the

extent such decision affects the abilities of said enticies to fulfill
their respective oblizations as established hereic. The United States, the

Non-Federal Parties, and the State shall retain any rizhts chey have co

. appeal the decisioun of the Discrict Court to fical judgmert, should they so

desire.

Additional Lezislation

20. a. CAWCD's oblizations under this Agreement shall be continzez=t upon
iZs obtaining such additional legislative authority as may be cecessary or
appropriate to enable CAWCD to carry out the terms of this Agreement. Such
aucthority may provide that CAWCD shall have the authority to issue bounds
tecessary to carry out the objeczives dtd*oblizations of this iAgreement.
Such au:hoti:y may also include the ;uf.hc:tizaiion for CAWCD to accept
fundirg advanced by other enti:ies im accordance with Subarticle 15.c.
hereof. It is understood and azreed that CAWCD shall have the optiom to
withdraw from this Agreement if either bondicz authority is aot obtaiced or
sufficieac funds are not advanced by other ertities as provided in
Subarticle 15.c. In the event the law embodying such authoriiy is zot
sizned by the Govermor of Arizoma prior o August 1, 1986, ary parzy shall
have the option to rermegotiace or termicate this igreement wilhout pezal:ty.

b. The obligation of the Cities, SRP, and the FTlood Coutrol
District under this Agreemenrc shall be contingert upoun their obztaizizg such
additional legislative authority as aay be necessary or appropriate to
enable them to carry out the termnms of this Azreement. Ian the even: the
law(s) embodying such authority(ies) is (are) nmot signed by the Governor of
Arizona prior to August 1, 1986, any party shall have the optioc o renego-
tiate or terminate this Agre:zment without penalty.
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Relationship of Parties and Liabilicies

21. Except as otherwise expressly provided nereiz, tco party hereto is
authorized to act as the agent for or otherwise oc behalf of any other
party in the performance of aoy oblizations under this Agreement. Neither
the Non-Federal Parties, cthe State unor Tucsou shall assume acny liabili:y
for any claims or actions arisinog out of the performacce by the Ucited
States of any comnstruction, design, or other work coatemplaced by this
Agreement. Tort liability of the Uniced States shall be governed by the

Federal Tort Claims Act (28 U.S.C. § 2671 ecr seq.).
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IN WITNESS WHZREOF, cthe parties herato have executed this Agreement the

day and vear Zi:-st above writtemn.

. - THE UNITED STATES OF AMERICA
/ " S, / / 2 /7 ‘/ : /
By: LSS e e By: g 5 -""_.;_./
Commissioner of Xeziaration Secratary of :the Interior

TdE STATE OF ARIZONA

: o ——— /— _ )
Attest: IMM‘_(P) -//;/%
| Secnetary .of Sz:a;:j// ve;rnor / 7

CENTRAL ARIZONA WATER CONSZRVATION

DISTRICT
Attest. Vi ve #%lf\_. By: ” A\Y‘.’.A—""/ /¢ IVEI.(_,}I/‘
~ [Becretary ¥ Presﬂﬁbnt‘"/

Approved ds =%
to form:

Gener&l Counsel

FLOOD CONTROL DISTRICT OF
MARICOPA COUNTY

y .
& ~ |
By: : :
Chairman£/Board of*Oiractors

— / i

. ¥
Attest and / ég;/(]‘ .2
Countersign / By: A -

Secretary Presjdent

Approved a

2 /
" to Fora: o -;v/é:‘t
v -~

-
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SALT RIVER PROJECT AGRICULTURAL
IMPROVEMENT AND POWER DISTRICT

Approved
to form:

~
4
1

/) L
wewnes L\ o ny Ctoree i

Clerk! uay7

Approved as/‘;

to form:

* i ;.. -
ALtest: i ST o vy 7l

Clerk 7 .."
-,/
Approved as / - z' L/ '
to fora: A la [ = —
Cicy Attorumey ] ;
CITY OF MESA
‘ . .
\
ST
Attest: ‘—/,_/"‘Eq /_ \"."__/’l.’: By: \— N \\ \
.,:. ‘o~ zQ].e‘r‘;. ‘ i City Hanager
/é
Approved as _’u' 1 Vo .-
to form: __ | & /. 245 «"‘_f_.;-'-'.-'.b'i
Cicy Actorney ya
‘7

v
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Attest and / J —~t )
Countersign By:
Secretary Pregident
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/~
Attest: g dl AL ’/é d/-"é"z-z / i
Clerk

smrrovd ﬁ% /77(’@%6%6/

@ity Accérney,”

Attest: Roy R. Pederson, City Clerk

By //‘/ /"‘ "‘ e
Depu:y Ci:y Clerk

Approved 1;7,_ -
to form: /J /__7 At SIS
City Attorney i

ey
933.

Approved as

to foran 4 f
V2 - ty ACtormey \_

Attest: JM ‘*ACIH .Id .

Clerk

Approved as
to form:

29

CITY OF PHOENIX, Marvian A. Andrews,
City Manager

£
: ~
By: . .

CITY OF TEMPE

LMZ 1 etz sy

Mayor

CITY OF TUCSON

yor ‘
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EXHIBIT "A" TO AGREEMENT AMONG THE UNITED STATES,

THE CENTRAL ARIZONA WATER CONSERVATION DISTRICT,

THE FLOOD CONTROL DISTRICT OF MARICOPA COUNTY, THE
SALT RIVER AGRICULTURAL IMPROVEMENT AND POWER

DISTRICT AND SALT RIVER VALLEY WATER USERS'

ASSOCIATION, THE ARIZONA CITIES OF CHANDLER,

GLENDALE, MESA, PHOENIX, SCOTTSDALE, AND TEMPE,

THE STATE OF ARIZONA, AND THE CITY OF TUCSON FOR
FUNDING OF PLAN SIX FACILITIES OF THE CENTRAL ARIZONA
ARIZONA PROJECT, ARIZONA, AND FOR OTHER PURPOSES (AGREEMENT)

A.l. Coastrucsion Schedule

First Major Subsctantially

Coustruction Complete
Contrace
Aqueduc: Omgoing 1993
Terminal Storage 1994 b 1995
Noa-Indian Distribucion Ougoicg Not deterained
Indiaa Discribuction Qgégi;; Not determined
New Waddell 1987 - 1995
Roosevel: 1990 1995
cLiee T 1991 1997
Stewart Mountain 1988 1990
Buttes . i996 1999

A+2. Federal Aporopriations

The parties coutemplate that it will require spendable Federal funds
in not less than the following amounts annually o meec the construction

schedule as identified {n Section A.l. above:

1987 $212,000,000 1992 $180,900,000
1988 $221,000,000 1993 $178,000,000
1989 $227,000,000 1994 $178,000,000
1990 $187,000,000 1995 $180,000,000
1991 $180,000,000 1996~1999 As needed to maintain coamstruc:zion
schedule

The projections for Federal funding requirements will be modified annually
as par: of the coansul:tative process defided in Article 9 of this Agreement.

A-1.
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B. Determination of Total Non-Federal Contributions

1. CAWCD- The contribution is to sum to $175,000,000. This amount is a
fixed value and is not adjustable due to changes in project cons;tuction

costs.

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

total amount equaling 20 percent of the costs allocated to the Flood
Con:to} fgpg;ioﬁ of the Central Arizona Project (CAP), adjusted by the
relatiénsﬁ;p ﬁetween the Flood Control benefits associated with Features of
Plan Six and the Flood Control benefits associated with CAP. The foun-

dation for this calculation i{s the CAP cost allocation. The calculation to

“be used in determining and adjusting the total is as follows:: 2 mp

® Flood Control benefits associated with Features of Plan Six divided
by the Flood Control benefits associated with CAP; wultiplied by 20%; multi-
plied by the total CAP costs allocated to Flood Control.

For example:

® $23,000,000/$25,000,000 = 0.92 (92%)
® 0.92 times 0.20 = 0.18 (18%)
® 0.18 times $339,000,000 = $61,020,000
3. SRP- The Salt River Project will contribute an amount not to exceed
15 percent'of the costs allocated to the Safety-of-Daas function and
authorized by the Reclamation Safety of Dams Act of 1978, and amendments
thereto, for the construction of Cliff Dam, and modifications to Roosevel:
Dam and Stewar: Mountain Dams. The foundation for this calculation is the
CAP cost allocation. The calculation to be used in determining and
adjusting the total is as follows:
~ For example:
® Allocated Safety of Dams cost times 15Z:
®$278,000,000 times 0.15 = $41,700,000

A-2
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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 10.2Z of the total comstruc-
sion cost of Modified Roosevelt Dam for the purpose of obtaiaing the use of
the additional resetvoitvcapacity at each structure. These percentages are
t0 remain fixed throughout the term of this Agreement and were calculated
by mul:iplying-:hq CAWCD's average annual water supply costs, at October
1986 price levels, times the average annual yvield to the Cities from Cliff
and Modified Roosevel: Dams as computed bv a CAPSIM* run dated December 3,
1985, and expressing the resulting total purchase costs as a percentage of
the October 1986 construction cost estimates for Cliff and Modified

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

7 running CAPSIM should be deemed to dictate or otherwise determine the

operating principles to be set forth in Exhibit "C" hereto, including the
principles for the allocation of future sedimentation losses, unless other-

wise provided in Exhibit “C".

C. Determination of Withdrawals From the Escrow Accounts

1. CAWCD~ The basic premise of the withdrawals is o provide sufficient
Federal and non-Federal funds to accomplish the comstruction as scheduled
herein. Given the estimated construction schedule as presented in Section

A and the level of Federal funds in Section A, the withdrawals should aot

exceed the following amounts:

1986 o $ 8,200,000
1987 ‘ - 9,900,000
1988 21,000,000
1989 33,700,000
1990 11,500,000
1991 55,300,000
1992 _35,400,000

$ 175,000,000

*Ceatral Arizona Project Simulation Model
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2. Flood Coctrol District- The basic premise of the withdrawals is to

provide sufficiect Federal and aon-Federal funds o accomplish the comstruc-

tion as scheduled herein. Given the estimated comstruction schedule as pre-

sented in Section A and the level of Federal funds in Section A, the
thdrawals should zot exceed the followirg amounts (subject to future

revisious per Section 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
199 16,100,000 -
s 80,800,000*

The Flood Comtrol Disgrict will i;kz.con::tbu:iong Zo the escrow account in

equal quarterly ianstallmencs sufficient to meet the withdrawal schedule as

it aay be revised pursuact to Section E.

3. SR®~ The basic premise of the withdrawals is to provide suificiect
Federal and c&n—?ederal fucds o accomplish the co:s::uc:ién as scheduled
herein. Givea the estimated couscructiot schedule as presezted iz Section
A, and the level of Federal fucds iz Section A, the withdrawals should 20t
exceed the followizg amounts (subjecc to future revisions per Sectiou E):

*Assumes 52 anrual inflacioc from 1988-1991 inclusive, acd 6% inflation
thereafter.
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1986 $ 1,100,000

1987 1,400,000
1988 3,200,000
1989 4,000,000
1990 4,500,000
1991 6,500,000
1992 18,600,000
1993 4,000,000
1994 9,000,000

$ 52,300,000*

SRP will make contributions to the escrow account iz equal quarterly

installments sufficient to meet the ?}:hd:awal schedule as it may be
revised pursuant to Sectiotc E. Such coatributdons are subject to adjust-
ment based on coutributions otherwise zade by SRP and agreed upon betweern
SRP ;nA the Ucited States co be‘;pplicable to S2°'s Safety-of-Dams obliza-
tion. Ou or before Oczober 1, 1986, the SRP and the Unized States shall
reach mutual ag reement on the applicability to SRP's Safety-of-Dams obliza-
tion of contributiouns made prior o :hz-dace of this Az reement.

4. Cities~ The basic premise of the withdrawals is :o:provide suf-
ficient Federal and coa-Federal furds o accomplish the cocsctruction as
scheduled herein. Given the estcimated cocstruction schedule as presezncad in
Section A, and the level of Féderal funds iz Secctior A, the withdrawals
should not exceed the followinaz amounts (subject to future revisions per
Section E).

*Assumes 5% annual inflation from 1988-1991 inclusive, and 62 inflation
thereafter.
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1986 $ 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*-
Ia the event that the United Stactes chooses oot to wizhdraw the full‘amount

e -

of funds available for withdrawal in any oune year, the amount ot
withdrawn, plus any iccterest acczued on that amounc, shall remain available
for expenditure in subsequer: years. The determiration mot to fully expecd
mnie‘s‘available for withdrawal -in any year will woc, {n and of icself,

reduce the Cities' obligacious under Section B.4. hereia.

D. Determizacion of Coanrtributiouns Izto the Zscrow Accounts

l. CAWCD - A first couzribution of $8,200,000 shall be made by Augustc 1,
1986. Thereafzer, cthe following arnnual coctribucions* will be made ia

equal quartarly izstallments coumerncirg Oczober 1, 1986:

1987 s 9,900,000
1988 21,000,000
1989 33,700,000
1990 11,500,000
1991 55,300,000
1992 35,400,000

* Assumes SZ annual icflacioa from 1988-1991 icclusive, acd 6% {zflacion
thereafzer. )
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2. Flood Control District - The following annual coatributions will be

made in equal quarterly installments commenciag October 1, 1987:

1988 $ 3,700,000
1989 3,700,000
1990 5,700,000
1991 11,400,000
1992 33,200,000
1993 7,000,000
199 - 16,100,000

3. SRP - SRP shall make a first contributidn of $1,100,000 by
September 30, 1986. Thereafter, subject to the adjustments contemplaced in
Section C.3., the following annual coantribuctions will be made in equal

quarterly installments commencing October 1, 1986:

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 4,000,900
1996 9,000,000

4. Cities- Given that the comtribution is a variable amount (see
Section B.4.) and that the anticipated withdrawals are variable over time
(see Section C.4.), it is desirable that the contributions into the escrow
account occur in a uniform manner sufficient to meet three goals: (1) as
uﬁiforn an amount per Year as possible; (2) sufficient contributions to
cover withdrawals; and (3) total coantributions and withdrawals egualing

the agreed upon total concribution deterained under Section B.4.
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A first contribution of $4,000,000 shall be made by September 1, 1986.
Thereafter, the following annual contributions* will be made in equal quar-

terly installments commencing October 1, 1986:

1987 $ 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 -

ci . -
E. Determination of Changes to Total Contribution, Withdrawals From Escrow

Accounts, and Contributions Into Escrow Accouats .,

1. CAWCD

. a. Total Contributions — The total coatribucion is a fixed amount.

2. Flood Control District

a. Total Conrributions — The yearly reevaluation could change the

total amount to be countributed. The process presented in Sectionm 3.2 will
be used to detarmine the new tocal contribucion.

b. Wizhdrawals from the escrow account— If the total contribution

identified in Section E.2.a. changes, the future withdrawals would be based
on the following:
*The coantribution schedule assumes 82 annual interast earned in escrow.

A-8




"~

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

27

® new total contribution, less the net of (historic centributions

into the escrow account, plus accured interest in the escrow account)
equals the remaining contributions to be made.

® This remaining contribution will be available for withdrawal
over the remaining construction period so that the total Federal and
non-Federal monies equal the anticipated costs.

c. Contributions into the escrow account— If the new remaining

total contribution changes (identified in Section E.2.b.), yearly contribu-
tions into the escrow account will be sufficient to meet the adjusted
wvithdrawal schedule.

3. SRP

a. Total Contributions—— The yearly reevaluation could change the

total amount to be contributed. The ﬂéocess presenced in Section B.3. will

be used to deteraine the new total cpntribu:ion.

" " be Withdrawals from the esct;w account—— If the total contribution
identified in Section E.3.a. changes, the future withdrawals would be based
on the following:

® new total contribution, less the net of (historic contributiouns
into the escrow account, plus accrued interest in the escrow account)
equals the remaining contributions to be made.

® This remaining contribution will be available for withdrawal
over the remaining comstruczion period so that the total Federal and

non-Federal monies equal the anticipated costs.

¢. Contributions into the escrow account— If the new remaining

total contribution changes (identified in Section E.3.b.), the yearly
contributions into the escrow account will be sufficient to meet the
adjusted withdrawal schedule.
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4, Cities

a. Total Contributions—— The yearly reevaluation could change the

total amount to be contributed. The percentages of coanstruction costs of
Cliff Dam and modified Roosevelt Dam presented in Section B.4. will be used
to determine the new total contribution.

b. Withdrawals from the escrow account— If the total contribution

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

on the following:

® new total contribution, less the net of (historic contributions

‘into the escrow account, plus accrued interest in the escrow account, less

the historic withdrawals) equals the remaining contributions to be made.

® This remaining coatribution vilf be available for withdrawal
over the remaining construction period so that ghe total Federal and
nou-Federal monies equal the anticipated costs.

c. Contributions into the escrow account— If the new remaining

total contribution changes (identified in Section :.étb.). the yearly
contributions into the escrow account will be determined based o; the three
goals listed in Section D.4. except as adjusted in Section F of this
Exhibit "A".

F. Application of Interesz Zarned on Contributions Into the Esc-ow’ Accounts

The application of any interest earned on funds contTributed into the escrow
accounts will be handled in the foliawing manner.
1. CAQCD = All i{nterest accruing to the escrow account shall be avail-
»

able to CAWCD at the end of each Year.

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

account will be used to determine the remaining required annual contribu-

tiouns.
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3. SRP - Any and all interest earned in the escrow account will be used
to determine the remaining required annual contributioms.
4. Cities - Any and all interest earned in the escrow account will be

used to determine the remaining required annual concributions.
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Exhibic B
ESCROW INSTRUCTIONS FOR THE AGREEMENT AMONG
THE UNITED STATES, THE CENTRAL ARIZONA WATER
CONSERVATION DISTRICT, THE FLOOD CONTROL DISTRICT
OF MARICOPA COUNTY, THE SALT RIVER AGRICULTURAL
IMPROVEMENT AND POWER DISTRICT AND SALT RIVER VALLEY
WATER USERS' ASSOCIATION, THE ARIZONA CITIES OF
CHANDLER, GLENDALE, MESA, PHOENIX, SCOTTSDALE, AND
TEMPE, THE STATE OF ARIZONA, AND THE CITY OF TUCSON FOR
FUNDING OF PLAN SIX FACILITIES OF THE CENTRAL ARIZONA
PROJECT, ARIZONA, AND FOR OTHER PURPOSES (AGREEMENT)
l. Separate escrow accounts, or one escrow accouat divided iato separ-
ace subaccounts, shall be established with a federally chartered bankiag
iasticucioa or the Stace Treasurer of the Stacte of Arizoaa as Truscee for

-

each of the Noo-Federal Parcies coacribusiag funds pursuaat to chis

Agreement.

2. The escrow accouats shall be es:ablish:; pursuant to a trustc
agreemenc(s) eacered faco becween che Non-Federal Parties and cthe Trustee.
Cupies of such crus: agreemeacz(s), aad aay.ameadmeacs chereto, shall be
furaished o che Secrecary.

3. The Trusctee shall inves: the assets of the escrow accouaz(s) ia aay
federally backed or lasured favesrmeats, {acludiag repurchase agreemeats
wizh public depusicories, Uaited Staces Treasury securicies, securities
i3sued by au ageucy of cthe Uaized Staces GoverameacZ, aud commiagled fuads
maiacained by che Truscee cthac are oriented ctoward such lavestmeats. If
che Stace Treasurer'is che Trustee, che escruw accouni(s) shall be admi-
uiscered ia accordaace wich Ticle 35, Chapter 2, Article 2 of the Arizoaa
Revised Stacuces, as it may be ameaded from time Zo time, and ia accordance
with his stacutury powers and duties.
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4. The Trustee shall be instructed to disburse funds from the escrow
account(s) in accordance with Sections C and E of Exhibit "A" on written
demand by the Regional Director, Lower Colorado Region, Bureau of Reclama-
tion. Such funds shall be disbursed within five (5) working days of
receipt of such written demand. The Trustee shall not be liable for the
proper distribution of any part of the escrow account if distributions are
made in accordance with written directions from the Regional Director,
Lower Colorado Region, Bureau of Reclamation or his duly authorized repre-
sentative.

5. The Trustee's records and accounts of all investments, receipts and
disbursements shall be open to the inspection of the Secretary at all
reasonable times. Upon receipt of a depg;iz from a ?on-?ederal Party, the
Trustee shall provide the Regional Director with. a confirmation statement
of such receipt. The Trustee shall, upén request, furnish a copy of ché
Trusteé'; transactions to the Unif;d States for each account within sixty
days of the end of each Year.

§. The escrow account(s) and the trust agreement(s) shall be terminated
only upon (a) completion of withdrawals of all principal and interest (if
authorized by this Agresment) by the United States in acnord;nce with
Exhibit "A"; (b) upon termination of this Agreemeat; or (c) upon mutual
agreement by all the Non-Federal Parties and the Secretary.

7. 1In the event of ternination of this Agreement, the funds in the
escrow account(s) shall be withdrawn and distributed as follows: Any
funds, including accrued interest, deposited by CAWCD, the Flood Control
District, the Cities and SRP shall be returned to each of them, respec-
tively, within 30 days from the date the CAWCD, the Flood Control Distriect,
the Cities, the SRP and the United States jointly notify the Trustee, in

writing, of the termination of this Agreement.
B=-2
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EXHIBIT C

AGREEMENT AMONG THE UNITED STATES OF AMERICA,
N 'THE SALT RIVER PROJECT AGRICULTURAL IMPROVEMENT
| AND POMER 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 REPLACEMENT COSTS,
ALLOCATION OF LOSSES IN STORAGE CAPACITY DUE TO SEDIMENTATION
AND OTHER RESPONSIBILITIES RELATING TO SAID
DAMS AND RESERVOIRS AS PART OF PLAN SIX OF THE CENTRAL
ARIZONA PROJECT, ARIZONA, AND FOR OTHER PURPOSES

| )
1. This Agreement is entered into this 15 day of
_z/(r' ! » 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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Page 2
( 1 1481), and the Hoover Power Plant Act of 1984 (98 Stat. 1333),

2 and pursuant to the Act of the Arizona Legislature authorizing
3 execution end performance of the Plan Six Agreement by the Arizona
4 entities which are parties thereto; among the UNITED STRTES OF
5 ! AMERICA "acting through the Secretary of Interior, the SALT RIVER
6 PROJECT AGRICULTURAL IMPROVEMENT AND POWER DISTRICT and SALT RIVER
7 VALLEY WATER USERS' ASSOCIATION, the CENTRAL ARIZONA WATER
8 CONSERVATION DISTRICT, the FLOOD CONTROL DISTRICT OF MARICOPA COUNTY,
9 and the Arizona CITIES of PHOENIX, SCOTTSDALE, TEMPE, MESA, CHANDLER
jo ! and GLENDALE. |
11
12 Recitals
13 2. WHEREAS, the parties hereto have executed or will execute

( 14 ! simultaneously with this Agreement an agreement to provide funding for
15 !' the acceleration of construction of Features of Plan Six, a part of
16 ! the Central Arizona Project (CAP), which agfeement is herein referred
17 i to as the Plan Six Agreement. and
18 ? NHEREAS the parties hereto desire to prescribe principles to
19 govern the division among them of Active Conservation Capacity made
2 ! available at C1iff and Modified Roosevelt reservoirs by construction
21 contemplated under the Plan Six Agreement; and
p) WHEREAS, the parties hereto desire to prescribe principles to
23 govern the division among them of costs associated with operation,
2% maintenance, and replacement of C1iff and Modified Roosevelt Dams; and
25 WHEREAS, the parties hereto desire to prescribe principles of
2% operating prncedures for C1iff and Modified Roosevelt Dams and
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reservoirs; and

WHEREAS, the parties hereto desire to prescribe principles to
govern the allocation among them of responsibility for losses in
rgservpir Storage capacity due to sedimentation in C1iff and Modified
Roosevelt reservoirs; and

WHEREAS, the parties hereto desire that this_Agreement be
designated "Exhibit C" as it is referred to in SuSarticIe 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: |

- Designate 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 into account any
responsibility of the United States resulting from the new
flood control function. |

- Set forth reservoir oper;ting criteria relating to flood
control and Safety of Dams (SOD) operations and minimum pool

‘ requirements.

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

the parties hereto agree as follows:
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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.
Noth%dg in this Agreement, except paragraph 10, §ha11 apply to the
6ber5f?on 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 un1e$s expressly provided otherwise
he;ein. Additionally, unless otherwise expressed or manifestly
fncompatible 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
aﬁsigned to regulate re§ervbir 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 Cl1iff

and Modified Roosevelt Dams and reservoirs.
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Page 5 &
( 1 4.5 ADDITIONAL ACTIVE CONSERVATION CAPACITY: The difference
2 between the Existing Active Conservation Capacity and the
3 Active Conservation Capacity after Plan Six construction of
4 'C14ff and Modified Roosevelt Dams and reservoirs.
5 ”dls ADDITIONAL WATER CONSERVATION YIELD: That water which
6 results from the construction and operation of'the
7 " Additional Active Conservation Capacity in C1iff and
= ] ~ Modified Roosevelt reservoirs for which appropriative
9 rights are granted by the State of Arizona and which will
jo accrue to the Cities.
11 4.7 SURCHARGE CAPACITY: The reservoir capacity provided for
12! use in passing the inflow design flood through the
13. reservoirs.
14 4.8 USBR: The United States Bureau of Reclamation
15 ! 4.9 COE: .The United States Army Corps of Eng%neers.
16 l 4.10 EXISTING HYDROGENERATION: That hydroelectric energy
17 ! produced by virtue of existing water conservation yields
‘18 l and g;iggigg’hydrau1ic head through existing, new, or
19 uprated facilities. '
20 4.11 ADDITIONAL HYDROGENERATION: That hydroelectric energy
21 /5/// produced by virtue of Additional Water Conservation Yield
2 and additional hydraglic head through generating facilities
23 at Modified Roosevelt Dam. |
24 4.12 OM&R: Operations, maintenance, and Eeplacement.
2§ 4.13 REPLACEMENT: Such work and expenditures as are required to
2 maintain C1iff and Modified Roosevelt Dams in a safe,
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4.14

5.

interests,

sound and operationally efficient condition under normal
operating circumstances. Replacement shall not include any

work or expenditures necessitated by unusual events or

“Uncontrollable Forces which require capital additions to,

or replacement of, major components of said dams.
DISTRICT: The Salt River Project Agricultural Improvement
And Power District, a political subdivfsion of the State of

Arizona. - _

Principles
The following Principles shall govern the respective

obligations and responsibilities of the parties hereto, and

shall constitute the basis for future agreements among said parties

relating to C1iff and Modified Roosevelt Dams and reservoirs and

certain other facilities of the Salt River Reclamation Project:

RESERVOIR ALLOCATION

5.1 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

Conservation Capacity in C1iff and Modified Rocsevelt

reservoirs.

5.2 The Cities shall be entitled to the Additional Water

Conservation Yield.




FORM 82-7530
REV O3

et

© 0 O Wm A W N

- et Gme Gms P Gt bt G s
O 00 N 0N B AW N = O

L=

EXHIBIT C
Page 7

5.3

5.4

SRP has in the past developed a procedure regarding "flood flow"

releases at such time as the volume of water stored in the Salt

_ River reservoirs or in the Verde River reservoirs remains at or

above the combined volume of water équal 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 esiablish 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
toc Plan Six construction, such appropriative rights shall be
recognized by the parties hereto. This provision shall not be

construed as a waiver 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 in 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 also
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 USRR and the cost associated

with such filling shall be a construction cost to be allocated
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5.5

5.6

5.7

5.8

- Page 8

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

Initial fil]ing of Dead Capacity at Modified Roosevelt reservoir

shall be the responsibility of the USBR and the cost Sssociated

"Qifh such filling shall be a construction cost to be allocated

in accordance with the USBR'S normal cost allocation procedure.
There will be no Inactive Capacity at Modified Roosevelt Dam.

SEDIMENTATION
The reservoir capacities allocated to flood control and to
Surcharge Capacity shall remain constant throughout the life
of both C1iff and Modified Roosevélt Dams regardless of the.
distribution of sediment which will accumulate during that

period of time.

The capacity losses resulting from sedimentation at Cliff and
Modified Robsevelé reservoirs shall be allocated between
Existing and Additional Active Conservation Capacity immediately
following silt surveys as follows:

a.  Those parties entitled to Existing Active Conservation
Capaéity at Horseshoe and Roosevelt reservoirs shall
accept all actual capacity losses at Cliff and Modified
Roosevelt reservoirs up to the historic average annual
rate of sedimentation at Horseshoe and Roosevelt

reservoirs. The historic average annual rate of
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| i sedimentation at Horseshoe reservoir is 414 acre-feet per

) year and at Roosevelt reservoir is 2,680 acre-feet per
3 _ year.
4 b. Sedimentation Tosses exceeding the rates described in
5 . Principle 5.8.a. shall be allocated among the interests in
6 the Active Conservation Capacity of the new reservoirs in
7 direct proportion to those interests.

- "§> _ c.  When those parties entitled to Existing Active
9 Conservation Capacity in Horseshoe and Roosevelt
10 reservoirs have been allocated )osses due to sedimentation
11 equal to 41,313 acre-feet in Cl1i¥f reservoir, and é68,000
12 acre-feet in Modjfied Roosevelt reservoir, all future

( 13 | sedimentation losses shall be allocated among those

14 parties entitled to Additional Active Conservation
15 Capacity. |
16 | d. Any decrease in Additfona] Active Conservation Capacity
17 due to sedimentation shall be allocated among the Cities
18 in proportion to their respective entitlements.
19 . |
2 | OPERATIONS, MAINTENANCE AND REPLACEMENT (OMS&R)
21 5.9 As operating agent for C1iff,and Modified Roosevelt Dams, the
22 District will be assigned the following responsibilities:
25 a. Account for all annual OM&R costs to be allocated between
2% the District and the USBR. Allocable annual OM&R costs
2 shall include those costs identified in Principle 5.17
26 herein.
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Bi11 the USBR for payment of its share of operations,
maintenance, and replacement costs.

Deve1op standing operating procedures that conform to
criteria and guidelines established by the COE and USBR.

Deliver any water in Active Conservation Capacity to the

. Non-Federal Parties entitled to it pursuant to this

Agreement and in accordance with opereting 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 C1iff and Modified
Roosevelt Dams, to the extent it is available at
reasonable cost, to cover property damage, personal injury .
and third party 1iability, with policy 1imits and
deductibles then available for facilities similar to Cliff
and Modified Roosevelt Dams. ~Premium payments and
deductibles, §f 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 USBR immediately prior to
completion of construction of each dam. Any party may

request additional surveys at its sole expense.




EXHIBIT C

Page 11
,
( I 5.10. a. The USBR has the e#clusive authority over development of
2 hydropower'at Modified Roosevelt Dam. The USBR and the
3 Non-ngera1 Parties recognize that all benefits for
4. Additiona) Hydrogeneration will accrue to the Cfties.
5 When Modified Roosevelt Dam is Substantially Complete, the
6 Cities shall pay to the United States an amount of money
v equal to four-tenths of one percent (0.4%) of thé total
- 8 construction cost of Modified Roosevelt Dam for the
9 purpose of obtaining the Additional ﬂydrogeneration. This
io ' payment shall be credited by the United States against the
1 ‘ interest-bearing reimbursabie costs of the Central Arizona
12 ! Project repayable by CAWCD. The four-tenths of one
; 13 1 . percent (0.4%) used to calculate the amount of this /
14 payment is to remain fixed throughout the term of this
15 1 Agreement and was calculated as follows:
16 % Step 1. The Additional Hydrogeneration was computed based
17| on the CAPSIM run of March 10, 1986 and valued at
18 ! an energy value of 23 mills/kilowatt-hour.
19 l Step 2. The ratio of the value computed in Step 1 to
20 the total value of the CAP commercial power
21 function, es;imated at October, 1986 prices, was
o) mh1tip1ied by the construction cost allocated to
23 the CAP power function.
2% Step 3. The value computed in Step 2 was then expressed
2 as the percentage preéented above, based upon the
2 October, 1986 construction cost estimate for

FORM §2-7330
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i
l; Modified Roosevelt Dam.
2 : b. Future computations of the CAP power allocation shall
; consider only the benefits provided by the United Sta;es'
4 i entitlement of the Navajo Generating Station, generation
5 at New Waddell Dam, Additional Hydrogeneration (valued at
6 ? 23 mills/kilowatt-hour), and any other authorized CAP
L - ; power facilities.
i 9 : 5.11 The District has paid, or will pay, for the hydroelectric
i 10 ; . facilities located on the Salt River, including all
1 : hydroelectric facilities to be 1ocated;3t Modified Roosevelt
12 Dam. Such facilities are and will continue to be operated and
! 13 f - "maintained by the District at its sole cost and expense. The
: i4 | Adqitional Active Conservation Capacity at Roosevelt reservoir,
Sl ! to be paid for by the Cities, creates an opportunity for
l 15 f benefits of Additional Hydrogeneration. The Cities will pay the
! 17 : United States for these incidental hydroeleciric benefits as
‘ 18 j specified by Principle 5.10 herein. The District will make
! 19 ; payments to the Cities for the Additional Hydrogeneration in the
. 20 : amount of eighty-five percent (85%) of the avoided cost which
21 ! shall be determined by }a1cu1ating the average cost per
22 kilowatt-hour of the production expenses for the District's
23 thermal electric generation and for purchased power for the
24 accounting period. The Cities and the District will negotiate
25 appropriate terms and conditions to implement this princip1e,.
2 including: '
|
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5.12. a.

The number of kilowatt-hours per acre-foot of water that
is attributable to the Additional Water Conservation Yield
at Modified Roosevelt reservoir.

The time period when Additional Water Conservation Yield
is accounted for as falling water at the Roosevelt power
plant.

The accounting period(s) for determining avoided cost.

The District shall retain sole responsibility for
decisions relating to Oqﬁ'a;;ctices in accordance with
agreements with the USBR includipg the scheduling and
selection of periods when such work will be done.

The Salt River V311;y Water Users' Association and the
Cities, as parties with interest in the Active
Conservation Capacity, will enter into an operating
agreement with the District which establishes operating
procedures and criteria to be utilized by the District in
its operation of the Active Conservatfon Capacity. This
operating agreement will provide for establishing separate
accounts and for maihtaining 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'Ca?acity in order to ensure that the Cities

receive the Additional Water Conservation Yield consistent
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|
i 1 ; with preserving existing perfected rights.
i 2 ; Cs The operating agreement pursuant to Principle 5.12.b. will
3 ! provide a procedure for prior consultation and review of
! 4 ; the actions proposed to be taken by the District relating
s E to or affecting the rights of the Cities to the Additional
i 6 % Water Conservation Yield. Such opportunity for prior
| 7 E consultation and review shall include a right of the
8 i Cities to provide comments to the Distr:ct on the effect
9 § such proposed actions may have on the rights and duties
! 10 i established in the operating agreement. The operating
! 11 5 agreement will provide for adequate time for the Cities to
! 12 f comment prior to the District t;Ling action.
! 13 . d. After completing the prior consultation and review
E 14 ;, procedure, bofh the District and the Cities shall have the
: 15 f right to submit disputes or disagreements concerning the
g 16 | actions taken to implement the operating agreement to a
I 17 f ' mutually agreeable binding arbitration process. The
! 18 j authority of the arbitrators shall be limited to a
! 19 f determination as to whether the proposed actions in
I 20 z implementing the operating agreement are inconsistent with
21 | or in violation of such operating agreement. The
2 foregoing procedure provides the Cities an opportunity for
23 prior consultation and review but does not grant them a
2% right of prior approval of the District's proposed actions
25- in implementing the operating agreement.
i26 '
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|

g 1 i 5.13 The District shall be responsible for an amount equal to the
; 2 : greater of: (a) the actual annual OM&R costs at Modified
; 3 f Roosevelt and C1iff Dams multiplied by the OM&R cost al]oca;ion
i 4 : percentage associated with the existing water conservation yield

5 ' (including Existing Hydrogeneration) or; (b) the average annual
.6 % OM&R éosts currently incurred at Roosevelt and Horseshoe Dams,
! 9 % appropriately indexed for inflation. To the extent that this

8 % amount is in excess of the actual annual OM&R costs allocated to
’i 9 ? existing water conservation yield, the excess amount will be
: 10 | first applied to the actual annua¥ OM&R costs allocated to flood
: 1 i control. Any remaining amount will then be applied to the
! 12 : actual annual OM&R costs allocated to.Additional Water
! 13 | - * Conservation Yield (including Additional Hydrogeneration).
l 14 i In no event shall the D%strict be responsible for amounts in
5 15 ; excess of the actual annual OM&R costs.
16

! 17 5.14 The District shall be responsible for an amount eqUéW to the

18 “ actual annual OM&R costs multipiied by the OM&R cost allocation
| 19 ‘ percentage associated with the Additional Water Conservation
© 20 : Yield (including Additional Hyvdrogeneration).
21%
2 ! 5.15 The USBR shall be responsible for an amount equal to the actual
23 annual OM&R costs multiplied by the OM&R cost allocation
2 ! percentage associated with flood control, to the extent that
25 ! such costs are not funded by the District.
2si '
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5.16

5.17

Cl1iff 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.

Allocable annual OM&R costs shall include:.
a. Those costs necessary for proper operation and maintenance

of Modified Roosevelt and CTiff Dams exclusive of

transmission features and faciligies.

b. Billable overheads and administrative and general expenses
incurred by the operating agent exclusive of transmission
features and facilities. The percentage for billable
overheads and administrative and general expenses will be
determined in a manner similar to %that used in the Navajo
Generating Station Operating Agreement execufed July 23,
1979. The methods used to derive these overhead rates
will be established through negotiation between the USSR
and the District prior to initial operation of Modified
Roosevelt and Cl1iff Dams. .

c. Costs associated with silt surveys and fish and wildlife
and other environmental mitigatiop work.

d. Costs of Replacement associated with Modified Roosevelt
and Cliff Dams.

e. Costs of operating insurance, including deductibles, if
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applicable.

5.18 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 USBR, using the separable
costs-remaining benefits method of cost allocation, following
completion of specification designs for Modified Roosevelt and
C1iff Dams but prior to compietion of construction of these

features. Such estimates shall be subject to review and

consultation by the other parties. To.the extent any

Non-Federal Party disagrees with the estimates made by the USBR,

' the USBR will consider the issues in dispute and decument 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 C1iff and Modified Roosevelt
Dams, shall be provided for in agreements between the District
and USBR. 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 governed by the Federal
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5.20

5§.21

5.22

Tort Claims Act (28 U.S.C. 2671 et seq.).

Unless otherwise specified by the USBR 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 réview.and approval prior to_
commencing such work except when emergency replacement is
required. The Secretary of Interior shall have final authority
for determining the need andnﬁustificg;ion for the Replacement

in accordance with agreements between the District and the USBR.

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 hay proceed
with emergeacy replacement upon notificaticn to the USBR, but

without prior approval €rom the Secretary of Interior.

The District shall bill the USBR for its respective share of the
Replacement costs or the emergency replacement costs upon
completion of the work. To the extent the USBR disagrees with
the billing, the disputed amount shall be paid under protest

subject to a resolution process.
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5.23

5.24

FLOOD CONTROL AND SAFETY OF DAMS CRITERIA
When reservoir water surface elevations in Cliff and Modified
Roosevelt reservoirs exceed the top of Active Conservation
Capacity, the District will operate the reservoir system in
accordance with the then current operating criteria of the USBR

and COE.

CAWCD REFUND
If and to the extent that a prepayment credit or credits are
applied by the United States against CAWCD's interest-bearing

reimbursable obligation under Subarticle 7.b. or Subarticle

E o4

18.a. of the Plan Six Agreement for contributions made by the
" Cities and the Flood Control District, CAWCD shall reimburse the

Cities and the Flood Control District for such contributions to
the extent that CANCb is relieved of any portion of its annual
payments due on its interest-bearing annual obligation and
monies are avai1aﬁle to CAWCD for disbursement as a result of
such prepayment credits. Such rejmbursement may be made in any
reasonable 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 Citfes or the Flood
Control District to CAWCD. Such reimbursement shall include
interest at a rate of one percent (1 %) less than the weighted
rate received by CAWCD on all investments during the period from
the date or dates monies are retained by CAWCD by reason of

prepayment credits applied by thg United States against CAWCD's
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! 1 interest-bearing reimbursable obligation to the date or dates
) reimbursement is made. The terms and conditions of such
3 reimbursement may be further specified in such additional
.4 agreements between CAWCD and the Cities or CAWCD and the Flood
5, Control District as CAWCD, the Cities and the Flood Control
6 District may hereafter deem necessary or appropriate.
7
8 FUTURE AGREEMENTS
! 9 i 5.25 The parties hereto acknowledge the need for future agreements
10 : among them, to be based upon the Principles embodied herein, and
1 ? will enter into agreements wﬂ%ch will more specifically define:
! 12 ! 2. Reservoir storage rights of those parties currently
g 13 i entitied to Existing Active Conservation Capacity as well
; 14 ; as future entitlements.
: 1S . b. Sedimentation responsibility of those parties currently
! 16 % entitled to Existing Active Cnnservation.Capacity and
! 17 i respensibility 6f future entitlement holders.
! 18 f c. The District's responsibilities and authority as the
| 19 : operating agent.
20 ' d. OM&R cost respohsibility of the District and the USBR.
21 e. Reservoir operating procedures and criteria.
po) f. Payment to the Cities by the District for the Additional
23 Hydrogeneration.
24
25 ISSUES REQUIRING FUTURE RESOLUTION
26 | 5.26 The parties hereto, to the extent they are affected by the

EORM 2.9
REV 3 0)
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i |
1 following issues, acknowledge that future negotiations after the
2 signing of this Agreement may be necessary to resolve the
3 following issues:
4 a. Delivery system losses.
s . b. Reservoir losses: evaporation, bank storage, operational
6 ! ' losses, losses resulting from responding to an emergency,
7 etc.
8 Ce Delivery system in-stream minimum flow requirements, if
9 | . any.
10 i d.  Reservoir minimum pool requirements, if any.
11 e. Operating constraints ;;suiting_from new facility final
! 12 I design and operating experience.
l 13 : f. Upstream exchange “dgreements.
14 ; g. SRP canal system transportation agreements.
15 h. Construction and operation of the SRP/CAP interconnection.
16 % i. Appropriation of water in the AddftionaT Active
17 ? Conservation Capacity.
18 % 3. Lower Colorado River 8asin Development Fund adjustment.
19-! k. The extent of USBR responsibility for loss of water or
20 ! power supplies durihg construction of Modified Roosevelt,
21 C1iff and Stewart Mountain Dams.
2 It is acknowledged that this list of issues is not necessarily
23 exhaustive of unresolved issues related to this Agreement.
24
25 6. In accordance with the Act of the Arizona Legislature
96 . authorizing execution and performance of the Plan Six Agreement by the

FORM 82-7338
REV o 83
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Arizona entities which are parties thereto, the sources of revenue

from which any of the Cities may make any payments required of it

2

3 f under this Agreement and under the Plan Six Agreement shall be limited

4 2 to any source which does not cause the creation of a debt pursuant to
! 5 E Article IX, Section 8, Constitution of the State of Arizona. Payments

6 E made under this Agreement and under the Plan Six Agreement may be made

2 by any of the Cities from any source authorized in Section 7 of the
3 Act of the Arizona Legislature authorizing execution and performance
g  Oof the Plan Six Agreement by the Arizona entities which are parties

10 % thereto. e

11
12 7. Nothing in this Agreement shall be construed to modify the

-

l; ~ Agreément of September 6, 1917; between the UNITED STATES OF AMERICA
14 and the SALT RIVER VALLEY HAfER USERS' ASSOCIATION, and the Agreement

s  of March 22, 1937, between the SALT RIVER VALLEY WATER USERS'

16 . ASSOCIATION and the SALT RIVER PROJECT AGRICULTURAL IMPROVEMENT AND
17 POWER DISTRICT, and amendments thereto, except as such modifications
18 " are expressly and specifically provided herein.

19
2 8.  This Agreement shall not be amended except by mutual

21 agreement by the parties hereto, evidenced in writing.

N

9. Performance of or failure to perform any obligation under

(]

2 this Agreement by any Non-Federal Party, shall not subiect such

2§ Non-Federal Party, its directors, officers or employees, to any

2 | 1iaBi1ity to any other Non-Federal Party for direct or consequential

PORM 12-7930
REV a 1)
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loss associated with property damage 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 paragraph shall extend to direct or conseduential
property damage caused to any Non-Federal .Party by flooding or flood
waters resulting from the operation of existing facilities on the Salt
and Verde Rivers during the constructioh of Stewart Mountain, Cliff
and Modified Roosevelt Dams, where-}uch damgge is directly related to
Plan Six construction.

101 To the exfent allowed by Arizona law, any party hereto may
purchase and maintain insurance and/or share loss through a joint risk
retention pool, on any property, for peri]g arising from flooding or
flood waters on the Salt, Verde and/or Agua Fria Rivers. Such
insurance shall be excess and non-contributing to other iﬁsurance
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 %o 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

. érant remedies %0, any third party as a beneficiary of this Agreement

or of any duty, covenant, obligation or undertaking established in

this Agreement.

13. The covenants, obligations, and liabilities of the parties
hereto are individual and not joint or collective, and ndthing herein
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 Re;lamation Reform Act nor to regulations attendant

thereto, to which such party wnuld not otherwise have been subjected.




FORM §2-°138
REY » 8)

EXHIBIT C
Pace 25

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. In the event such problems and disputes do arise,
it is the desire and intention 6f the parties to resolve such problems
and disputes by mutua! agreement to assure the lawful, economica! and
continuous operation of the basic principles and terms of this
Agreement.. ‘ '

IN WITNESS WHE£EOF, the parties hereto have executed this
Agreement this J§_ ®  day of A%Q}vl ,.1986.

THE UNITED STATES OF AMERICA

Céz /? //

Secretary of ;he.Inter1or

SALT RIVER YALLEY WATER USERS'
ASSCCTATTION

3y
resident
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v ) SALT RIVER PROJECT AGRICULTURAL
. IMPROVEMENT AND POWEP DISTRICT

ATTEST & /COUNTERSIGN

. BY
6 Secretary

7vApp s to f
8§ By

9 FLOOD CONTROL DISTRICT GF
L .. MARICOPA COUNTY

11 . : C/ .
12 “ Chairmanzsgoard ot direc:o

=t \« \

17 "/ Ganera!Counsel ;

1T B ; CENTRAL ARTZIONA WATER
18 CONSERVATION DISTRICT

l : _.

19 . ”

20 . (zel drn
: esigdent
t 21 - ATTEST: ; /F

egyetary
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oy Lf{ 1L=*7 N
CTerk! o

Aporoved as~tg *

ATTEST:

By Sg-gﬁ-._‘_»& : "7.".“‘1.
, erk’ / : .

Approved as to ;p

Bv ’3( tfz:LZ£1;~Jf<

ity Attorney

ATTEST:

' / TN i
' (""I i d Y}:;,‘ c _3
B o
w S

oved as to .orm

By )Ipdl { fL/L ar
. Clty Attorney /

4

CITY OF CHANDLER

CITY OF GLENDALE

CITY OF MeSA

By

\\.I\

\‘

City Manager

e
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1. CITY OF PHOENIX, Marvin A.
Andrews, City Manager

3 é/
3 e~ L /—424’ <y e

&H

City Attorney,ﬁ4r 4
CITY OF SCOTTSDALE

11 By
Aayor
12 ATTEST:
. Roy R. Pederson, City Clerk
13 ' L -
' 72 o e
14 BV\‘/'.. J/ L e
: Deputy City Clerk
.15

; ~ Approved as to form,

Ly 7 R
16 8y ////-'{ M ‘\g".’-‘-.__ .._,/}/
17 City Attornev

CITY OF TEMPE

ORM 92.73%
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EXHIBIT D TO THE AGREEMENT AMONG THE UNITED STATES,
THE CENTRAL ARIZONA WATER CONSERVATION DISTRICT,
THE FLOOD CONTROL DISTRICT OF MARICOPA COUNTY, THE
SALT RIVER AGRICULTURAL TMPROVEMENT AND POWER
DISTRICT AND SALT RIVER VALLEY WATER USERS'
ASSOCTATION, THE ARIZONA CITIES OF CHANDLER,
GLENDALE, MESA, PHOENIX, SCOTTSDALE, AND TEMPE, THE
STATE OF ARIZONA, AND THE CITY OF TUCSCN FOR FUNDING
OF PLAN SIX FACILITIES OF THE CENTRAL ARIZONA
PROJECT, ARIZONA, AND FOR OTHER PURPOSES (AGREEMENT)

Example of Prepaymeat
Subarzicle 7.a.

Credits Uader

Assumpcioas:

l. Contribucioas by CAWCD:

Federal
Fi{scal Year Coacribucioas
1986 $ 8,290,000
1987 9,900,000
1988 ) 21,000,000
1989 33,700,000

Federal
Fiscal Year Coatribucions
. 1990 $ 11,500,000
1991 55,300,000
1992 35,400,000
Togal $175,000,000

2. The subszaacially complece dace for New Waddell Dam remaias at 199s.

3. cawcD's repaymeac obligzacida sctarcs {a 1992.

4. 1In Fiscal Year 1986, Eveat A resul:ts ia a (coatTullable) delay ia

substaacial complecioa of New Waddell of 1l year.

5 In Fiscal Year 1988, Evea: B results ia a (coatrollable) delay ia

substaacial complecioa of New Waddell of 1 year.

6. Ia Fiscal Year 1994, Eveat C results ia a (coacrollable) delay ia

subszaacial compleciou of New Waddell of 1 year.

4 Calculacioas:

Eveac A

® Prepayment credi: equals: $8,200,000 times 20% = $1,640,000

®* To be applied to firsc repaymenc year's obligacfoa (1992)

® Cunulacive prepayment credic:

Evea: A {2 1986 - Cradic agaiast 1992 repaymeac obligazioa = $1,640,000

D-1
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Eveat C

Eveatrt B

® Prepayment credit equals: $ 8,200,000
9,900,000
21,000,000

$39,100,000 cimes 50% = $ 19,550,000

Less previous pre-
paymea: credit from

Eveat A 1,640,000
Nec Credic $17,910,000

® To be applied o first repaymeant year's obligatioa (1992)

® Cumulacive prepaymeat credic:
Eveat A 13 1986 - Credic against 1992 éepaymenc obligacion = $1,640,000
Evea: B {2 1988 - Credit agaias:‘£92? repaymeat obligation = $17,910,000

Total cumulacive credic - $19,550,000

t 4

* Prepaymenc credic equals: $175,000,000 cimes 100X = §$175,000,000
Less previous pre-
paymeat credit from
Eveat A $ 1,640,000

Less previous pre-
payneat credic from

Event B - 17,919,000
Nec credi: $155,450,000

® To be applied co 1995 repaymear obligacion

® Cumulacive prepaymeant credit:
Eveac A ia 1986 - Credit agaiast 1992 repayment obligacioa = § 1,640,000
Evear B {a 1988 -~ Credit against 1992 repayment obligacion = § 17,910,000

Eveat C {n 1994 - Credicr agaiast 1995 repaymeant obligation = $155,450,000

Total cumulacive credic $175,000,000




United States Department of the Interior

BUREAU OF RECLAMATION
WASHINGTON, D.C. 20240

REFEL TO: APR1 1 1€£8

nuub

Memorandum

To: Secretary of the Interior

i
S 2 ’ ! /[l/é‘
Through: Asasc;s}yant Secretary - water and Science%t/ //' )/b//t:i& g -/ "J/ 'S
From: Commissioner ?/ \L_‘,&, Aww(ft/

Subject: Proposed Agreement Among the United States, the Central Arizona Water
‘ Congervation District, the Flood Coutrol ‘District of Maricopa Couaty,
the Salt River Project Agricultural Iaprovement and Power District and
Salt River Valley Vater Users' Associatiou, the Arizona Cities of
Chandler, Glendale, Mesa, Phoenix, .Sqcnttsdale, and Tempe, the State of
Arizona, and the City of Tucson for Funding of Plan 6 Facilities of
the Central Arizona Project, Arizona, and for Other Purposes

-7
1. Introduction: Attached for your approval as to form is the subject
agreement which will provide non-Federal financing for facilities of Plan 6 of
the Central Arizona Project (CAP). Under the proposed agreement, the Arizoma
entities would advance funds for constructior of New Waddell and Cliff Dams of
the CAP, and modification of the existing Rocsevelt and Stewart Mountain Dams of
the Salt River Reclamation Project (the Plan 6 woriks/facilities).

Also attached for your informatiom is a more detailed background statzment ou
the specifics of the agreement.

The Central Arizona Project (CAP) was authorized on Septamber 30, 1963, by
Publiec Law 90-537. Tocral cost is estimated at $3.2 billion (1985 price level).
Because of environmental controversy and potential inundation of a portiom of
the Fort McDowell Indian Reservation, the Central Arizona Wacter Control Study
(CAWCS) was initiated in July 1978 to find a suitable alteraative to Orxme Daa.
On April 3, 1984, the Secretary selected Plan 6, which has an estizmated cost of
$1.143 billion (1985 price level), as follows: New Waddell Dam ~ $460 milliom;
modified Roosevelt Dam - $254 million; Cliff Dam - $385 million' and modified
Stewvart Mountain Dam - $44 milliom.

In January 1985, the Arizona Department of Water Resources presented an option
paper on Fundingﬁfot Plan 6. The official Proposal of Arizona's Executive
Committee on Up~Front Financing of Plan 6 Features, dated Sepcember 3, 1985,
was officially provided to the Secretary of the Interior by letter daced
October 8, 1985. That letter was signed by Governor Babbitt and the Arizona
congressional delegation.

Technical discussions between the Arizona interests and the Bureau of
Reclamation to clarify the intent and substance of the offer were held om
October 8 and 18, 1985. The negotiations based on the offer were iniciatad on
Oczober 25, 1985, and the latest session was held on December 192, 1985.




2

2. Agreement Terms and Cornditions: The negotiated proposal presents a package
incorporating a non-Federal contribution as follows:

Contributor Amount(Millioas) Purpose
Conszant § Iarflated S
Central Arizona W.C.D. $175.0 $175.0 New Waddell Dam
F.C.D. of Maricopa County 63.1 80.8 Cliff & Modified Roosevel:
Cizies(6) 48.85 62.5 Cliff & Modified Roosevel:
Sal: River Project 41.8 52.3 Cliff,Roosevel: & Stawar: Ht.
Total Contribution §328.75 $370.6
CAWCD Headquarters Purchase $ 20.0 § 20.0
Totai Value of Agreement §343.75 $390.6
Specifically:

(1) CAWCD offered a firm $175 million towards the construczion costs of New
Waddell, 75Z to be used as a reduction ia interes:t-bearing, reimbursable cost
and 25Z to be used as a reduction in noniateresz-bezring ceimbursable costs.
CAWCD also has offered to purchase the CAP headquarters complex for an estimazad
. amouat of $20 wmillion.

(2) Maricopa County offered $63.! million (constant $'s), $80.8 amillion
(izflated §'s, adjustable depesding on final costs) towards the coastruc:ion of
Cliff and Roosevelt to be used as a reduction of zonraimbursable flood conz=-ol
costs.

(3) The cities of Chandler, Glendale, Mesa, Phoenix, Scot:tdale, and Tezpe
offered (adjustable depending on final costs) $48.85 million (comszant $'s),
$62.5 million (inflated $'s) zoward the construction of Cliff and Rooseve.:
Dams, to be used as a reduction of interesi-bearing reimbursable costs.

(4) The Salt River Projec: offered $41.8 million (comstan: $'s), $52.3 million
(inflazed $'s, adjustable depeading on final costs) towari the conszTuction of
Cliff, Roosevel:t and Stewar: Mountaia Dams, to be used as a reduction of reim—
bursable Safery-of-Dams cos:ts. ‘

If, due o controllable forces (e.g., lack of Federal appropriations), comstcuc-
tion of Plan 6 facilities is delayed, the Arizona entizies will ceceive the
following credits against CAP costs:

1 vear delay - 20X of contributions :o date (each evez:)
2 year delay - 50X of consributioas =o date (each even:)
3 year delay - 100Z of cont-ibutions to date (each eve=n:)

All credits will be applied against CAWCD's interes:-u=aring, reimbursable
repaymea: obligation (including the FCD of Maricopa Lounty) as a prepavmen:
except for the Salt River Project's coantribution which will be applied agaias:
its SOD (or other) obligation. Treating the credit as a prepaymeat significantly
reduces the preseat value of the contribution to the United States.
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1f, due to controllable forces, the coctributors fail to make thei- scheduled
coztributions, they will be charged interes:t in accordance with Treasury inraeres:
rates applicable to late payments.

Since the United States has retained its sovereign immunity regarding perfor-
mance under the Agreement, provisioas have beea included for liquidated damages
ia the event that any party breaches the Agreement.

The contributions are based on the following comstructioa schedule:

Firs:z Major Substantially
Construcction Complate
Conzract
AQUEdUCT. seecccccccsccscassscncssssasssOngoing 1993
Terminal Storage * c.cveceecececcacacass 1994 1995
Non-Indian DistributioBececececscescasess.0ngoing Not determined
Indian DistributioBecccceccccocceccsea.Ongoing Not determined
New Waddell..eecccecocacccccccccsscaaas 1987 .. 1995
RooBevelt..cccccsecccccscanscansscsecsse 1990 1995
Bliffissssasnsesnoossissossisssnnnnssases 1991 1997
Stewar: Mountaiflececcceccecccssccescsss 1988 . - 1990
Butzes * ..cccecccccccccnscccscccccaccss 1994 1999

* Both features are still subject to Secretary of the Iaterior's decision.

The parties contemplate that it will require spendable funds iz not less than
the following amounts arnually to meet the constTuction schedule: (Note: these
amounts iaclude costs for the eazire Central Arizona Projecs, not jusz Plan 6
features. As such, the local conzributions include approximazely $57.7 aillion
£or the nor~ladian distribution system which is beyond the scope of this
negotiated proposal). All values are iz inflated dollars.

Year Federal Local Year Federal Local
1986 $197,500,000 $ 19,100,000 1992 $130,000,000 112,000,000
1987 $212,000,000 § 26,900,000 1993 $178,000,000 § 17,030,000.
1983 £221,000,000 S 43,000,000 1994 §178,000,300 3 37,280,000
1989 3$227,000,000 § 47,750,000 1995 $180,000,000 0
1990 $137,000,000 S 29,300,000 1996~- as needed o

1991 $130,000,000 § 83,300,000 1999 wmaiataia schedulea

3. Fiadings aad Recommendations: We believe the proposed agreezent {s {n the
bes:z interests of the United States and the other parties. The agreement will
provide an estimated $328.8 million of non-Federal funds towards completion of
Plan 6 and provide an estimated $20 million of additional revezue whea the CAP
Headquarzers Complex is sold to the CAWCD. We recommend you approve the form of
the agreement. We anticipate a formal signing ceremony will be established to
execute the agreement with the understanding that minor changes can be made ia
the form of the agreement prior to execution so long as those changes are ia
conformance with the overall i{nteant of the agreement. Following execution, the
Regional Director, Lower Colorado Region, will act as coantracting officer ina its
subsequent administration.
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4. Urgency for Approval: Funds have been appropriated and are scheduled for
expenditure for Fiscal Year 1986. 1In addition, the Arizona Legislature will be
considering the necessary legislation and appropriations associated with the
agreement early in 1986. Your expeditious approval of the proposed agreement
would provide significant support for our Fiscal Year 1987 budgetr and to the
Arizona contributors who are securing legislation Zo carry out this agreement.

Attachments

3
]

i

Secretary Dace

Disapproved:

Secretary ‘ Dace




ATTACHMENT

DETAILED STATEMENT OF THE
PLAN 6 COST SHARING AGREEMENT

1. I=ntroduction: Pursuaac to this proposed agreement, the Arizona ecntities
will advance an estimated $328.8 zillion (1986 dollars) for construczion of Plar
6 works. Mos: of the entities' contributions are based on a perceatage of
consiruction costs; therefore, the actual amounts advanced will depend oc the
cost of construction of the various works. The non-Federal funds, which are =o
be advanced during the period 1986 through 1994, are to supplement the United
States' appropriations and are being provided o expedite cons:tcuczion of the
Plan 6 works. In return, the Secretary will be commi=ted coazractually to sub-
mis budget estimates to the Office of Management and 3udget to fund constrTuczioa
at the levels specified in Seczion A.2. of Exhibit A of the proposed agreement.

In addition, the proposed agreement calls for the Central Arizona Water Conser-
vation District (CAWCD) to purchase all or part of the CAP Headquarters Complex.
We estimate that this proposed acquisition will bring in about $20 million to the
United States. Also, the State of Arizona i{s committed to establish a $2 million
“Verde River Protection Fund” under the ag-eement.-.

The proposed agreement was drafted pursuant to the Reclamation Act of June 17,
1902 (32 Starc. 388), and ac:zs amendatory thereof or supplementary thereto
including, but not limited %o, the Coc:zribuzed Funds Acz of March 4, 1921 (41
Stat. 1404), =he Colorado River Basian Project Act of September 30, 1968 (82
Stat. 885), the Reclamation Safery of Dams_aAct of 1978 (92 Stac. 2471, as
amended by 98 Stat. 148l1), and the Hoover Power Plant Ac=z of |984 (98 Stac.
1333).

2. Contraczing Sntities and Legal and Policy Considerations: Item No. 10 of
Sectior VII of the Secretarial Issue Documeat “Ceatral Arizoma Project Regulatory
Storage Division, March 19847, which was approved by the Secretary oa april 3,
1984, requires the negotiation of a cos:t sharisg plan with local beseficiaries

as direczad iz the President's cost sharing policy. The proovosed aZ-eement was
negotiated in rulfillment of that requireusent.

The Cezntral Arizora Water Conservation District is the amastar conzracting entity
for the Central Arizona Project. The CAWCD and the Uzited States enterad into a
contrac: for delivery of water and repaymeat of the costs of the CAP (Repaymeat
Cortrac:s) on December 15, 1972. The CAWCD is a public e=tity which has been
formed pursuant to Arizona State law with all necessary authorisies, wizh the
exception discussed later, to enter into coniTacts with the United States.

The Floou Control District of Maricopa Couaty (Flood Contzol District) is an
existing flood control entity created pursuant to Arizona State law. The Flood
Control District has or will have the necessary authority to eanter into the pro-
posed agreement and to provide the funds specified therein.
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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 maintaia, among
other things, the facilities of the Salt River Reclamation Project. The Salt
River Valley Water Users' Association is the original coantracting entity for the
Federal Salt River Reclamation Project. The two entities jointly oversee the
current operations of the Salt River Reclamation Project and are collectively
referred to herein as "Salt River Project”™ or "SRP™. The entities have or w#ill
have the authority to enter into contracts with the United States and to provide
the funds specified in the proposed agreemenc.

The Arizona cities of Chandler, Glendale, Mesa, Phoenix, Scottsdale, and Tempe
(Cities) are all municipalities formed under Arizona State law and each is
seeking and will have the requisite authority to contract with the United States
to provide the funding specified in the proposed agreement.

The cdty of Tucson (Tucson) is a consultative party to the proposed agreemenc.
Tucson will not provide funding for construction of Plan 6 facilities. Tucson's
. involvement is in a consultative role for the potential design and construction
of terminal storage. Tucson is a party to the agreement pursuant to its request
and with the support of the other Arizona entities.

The State of Arizona is a party to the propogedvagreement priazmarily with rela-
tionship to the establishment of the Verde River Protection Fund and for com-
sultation purposes for other CAP features. The State has all requisite
authorities necessary to fulfill the obligations spevified for it i{in the pro-
posed agreement. After legislative action has creatad the Verde River
Protection Fund. the Governor will have signiag auchority.

In compliance with the National -nvironmencal Policy Act of 1969, on February 10
1984, the final Environmental Impact Statement (EIS) associated with the Cencral
Arizona Water Supply and Safety of Dams Studies (No. INT FES 84~4) was filed
with the Environmental Protection Agency. It displaved ?lan § as the proposed
action along with five other alternatives and a "No Action Plan.” The 30-day
public review period for the final environmental statament terminatad Yarzh 26,
1984. Because of complications associated with the proposed Cliff Dam, the
Secratary, in his Secrectarial Issue Document, determined chac the iaitiation of
preconstruction activities leading to the design and specifications for Cliff
Dam would be delayed until a study to review and evaluate the i{ssues conceraiag
potential impact caused by its construction ars submitted to the Secretary. A
Supplemental Record of Decision discussing the results of these evaluations is
being prepared. It i{s our intent to initiate the desizn and specifications for
Cliff Dam upon Secretarial approval of this Supplemencal Record of Decision.
Several environmental organizations have filed suit to delay or to prohibdit
construction of Cliff Dam. The Department has filed an answer to this lawsuict.
A motion for summary judgement will be appropriate {f che Secretary sizns the
Supplemental Record of Decision.

All negotiating sessions have been held in accordance with the Arizona Open
Meeting Law. Access to the meetings by the public has been available and mosct
of the sessions have been attended by reporters of various local newspapers.

The proposed agreement conforms with Federal and State laws. The Office of the
Solicitor, Washington, D.C., finds the proposed agreement legally sufficient.
The proposed agreement has been approved by the Governor of Arizona's “Executive
Committee on Up-Front Financing of Plan 6 Features.”™ At this time, the proposed
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agreement is being formally reviewed and approved by the goverzing boaris and
councils of the various Arizona entities. Execution of the proposed agreement
will not take place until all approvals are secured.

3. Background: The Colorado River Basin Project Act of September 30, 1968,
authorized, as part of the CAP, the comszruction of Orme Dam or a suitable
alternative. A drait EIS was prepared for Orme Dam ia 1978. Public response =o
the statement indicated substantial eavironmental, economic, and social concerns
regarding the inundation of riparian habitat and a major portion of the Fort
McDowell Indian Reservation, and impacz upon habitat of the endangered Bald
Eagle and other species. These, and other concerns, including flooding ia the
Phoenix metropolitan area, caused us =0 reassess the viability of Orme Dam. An
interagency task force was eszablished ia March 1977 to review alternative
methods of achieving the flood control for metropolitan Phoenix and the regula-
tory storage of CAP water which Orme Dam was to provide.

In July 1978, following the task force findings, we Initiated 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
Rivers. Concurrent with CAWCS, Safety of Dams.(SQD) studies were initiated on
the Salt/Verde River system under authority of the Reclamation Safety of Dams
Act of 1978. The SOD studies indicated that "$ix Sal: River Projec:t dams had
inadequate spillway capacities o safely control the nsw and greatly increased
iaflow design flood and that certain modifications were necessary to safaly
wizhstand the maximum creditable earzhquake. Six plans for accomplishing the
combined goals .of the CAWCS and SOD studies were ideatified and included ia a
Secretarial Issue Documen: which' was approved by the Secretary on april 3, 1984.
That document also included a “No Action™ alteranative. The Secretary selecced
Plan 6 as the preferred alternative and issued a aews rcelease announcing the
conclusion of the study process and a formal selection of the Plan 6 alter-
native.

In April 1984, Goveraor Babbizt of Arizona formed a committee o reach a concsa-
sus among =he water and power interes:ts in Arizora on how the State should
approach the Federal Governmen: orn financing of Plan 6. ter extensive
discussions within the State, Governor 3abbi:i: and the Arizoca cocgressional
delegation formally transmitted the Arizona offer to the Secratary of the
Interior by letzer of Oczober 8, 1985. Subsequeatly, with the suppor: of

the Solicitor's Office, we and the various Arizona interests initiated a series
of %Zechnical and negotiating sessions which culminated in the attached draf:
ag-eement.

4. Agreemen: Negotiations, Terms, and Coanditions: The proposed agraemeat spe-
cifies tha:t the Secratary shall, in each anaual budget estimata submitted to the
executive office of the President, include sufficieat funding for the CAP to
meet the construction schedule included ia Section A of Exhibit A of the prop-
posed agreemeant. The non-Federal parties will deposit furnds ia 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 coansiruction of New Waddell
Dam a=d Cliff Dam, -and the modifications of Stewart Mountain and Roosevel:l Dams.
1astructions for maiatenance of the escrow accouants are contained in Exhibi:t B
of the proposed agreement. Any amounts remaining {a the escrow accounts upon
completion of construction shall be withdrawn by the United States and credited
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toward the CAWCD repayment obligation. Parts of Exhibit A will be reevaluated
annually and may be amended from =ime to time to change the funding levels,
escrow deposits and/or escrow withdrawals specified therein.

. The contributions by the irizona entities shall be allocated iz the following
manner:

a. CAWCD - The procedures for allocatioc of costs and the provisioms for
repayment of the reimbursable Federal obligation shall be ia accordance with
Article 9 of the repaymen:t contract. The $175 million of funds advanced by
CAWCD for comstruction of New Waddell Dam shall be credited toward the total
CAWCD reimbursable repayment obligation. Seventy-five (75) perceat of the furds
advanced by CAWCD shall be credited against its izterest-bearing oblization and
the remaining 25 percent shall be credited agaizs:t its noninrerest-bearing obli-
gation. Following the reduction in the repayment obligation to account for the
contributed funds, the remaining obligation will be repaid in accordance with
the provisions of the Repayment Contract. The CAWCD.contribution is a fixed
amount and will not be affected by changes in construction costs.

b. The Flood Control District - The Flood Cont'ol Distries's coatribution
shall be credited against nonreimbursable CAP costs allocated =o flood coazcol.
The Flood Control District's conzribution will be equal =o 20 percent of the
costs allocated to the flood control function of CAP, adjusted by the rela-
tionship between the flood control benefits associa:ed with Plan 6 featuress and
those associated with the CAP. Section B.2. of Exhibit A demonstrates how the
Flood Control District's contribution will be deteramined. It is presently esti-
mated zhat the Flood Comtrol District conzribution will be equal to approxi-
mately $80.3 million (about $63.1 million in 1986 dollars). The eazire Flood
Control District contribution will be applied agaiast nonreiambursable costs
allocabla o flood control and will not have an impact oc the CAWCD rapayment
obligation.

c. SRP - The Sal: River Project will contribute an amount not to exceed 15
percent of the costs allocated to Safery-of-Dams work as authorized by the
Reclamation Safety of Dams Act of 1978 and amendments therata. Seczion B.3. of
Exhibit A demonstrates how the funds to be contributad by SRP will be computed.
The amount =o be corniributed by SRP for Safety-oi-Dams purposes is presencly
estimated o be $52.3 million (S41.8 million iz 1986 dollars). This coatribu-
tion will tulfill SRP's obligation under the Safety of Dams Acz to repay l5 per-
cent of the total cos:t associated with Safery-of-Dams work. This contribution
will have 20 impact on the repayment obligation of the CaAWCD.

d. Cities' - The Cities will contribute an amount not to exceed 5.8 perceat of
the total comstruczion costs of Cliff Dam and 10.2 perceat of the total coastTuc~
tion costs of modified Roosevelt Dam for the purpose of obtainiag the right to
the water yield of the new conservation storage space ia each structure. The
percentages are to remain fixed throughout the term of the proposed agreemeat.
The actual amount to be contributed will change as the costs of coaszruc: 1::
Cliff Dam and modifying Roosevel: Dam change over time. The amount coatributed
by the Cizies is presently estimated o be $62.5 million ($48.9 million ia 1986
dollars). This amount will be applied toward the interes:z-bearinyg portion of
the CAWCD repavment obligation as an overall credit agaias: the district's obli-
gation. Exhibit C (preseatly being negotiated) will establish each city's
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storage vights in the reservoirs at Cliff Dam and modified Roosevel: Dam and
will specify the operating criteria for those facilities. As Exhibi:t C basi-
cally is an operations agreement, and does not directly impact the zerms of the
proposed financing agreement, it has been omitted from the attached agreement.
It will be negotiated and approved by the Regional Director, Lower Colorado
Region, and incorporated as an exhibi: to the proposed agreemenz before execu-
tion. .

The estimated total contribution of all the entities (excluding the State) as
scheduled ia Section D of Exhibi: A is $370.6 million ($328.8 million ia 1986
dollars). '

In addition to the contributions to be made by CAWCD as scheduled iz Exhibi:c A,
CAWCD may, iz the event of a shorziall iz Federal appropriations, make up any
portion of the deficiency from available funds which CAWCD may have on hand at
the time. 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 the ini-
tiation of repayment in the absence the addi:tionai- contribution having bSeez made
by CAWCD. The agreement specifies that prior to such additional coatribution
being made, the United States and CAWCD will agree on specific terms under which
CAWCD will recover the funds being contributed. -

Iz the eveant the United States fails =o mee:t the construction schedule for New
Waddell Dam, as specified in Exhibic A, for reasons within the control of the
United States (e.g., lack of appropriazions), the CAWCD will be given a pre-
pavment credit against its anaual interest-bearing repavment obligation to the
United States. 1If construction is delaved up o 1 year beyond the scheduled
completion date, CAWCD will be given a prepayment credi: which shall be equal 2o
20 percen:z of the total contribution made o date by CAWCD for the comns:t-uction
of New Waddell Dam. The prepaymen: credi: will be applied agains: the first and
subsequent regularly scheduled payments until the cradii has been fully urilized.
The repayment schedule for CAWCD would be computed as though the funds were not
advanced by CAWCD. 1If substantial completion is delayed more than | year, but
less thar 2 full vears beyond the schedulad completioc date, the prapaymen:z cre-
diz shall be equal to S5U perceaxt of the =otal contribution to data by CAWCD for
construction of New Waddell Dam, net of pravious prepayment credits. Iz the
evezt the delay is for amore than 2 years beyond the scheduled complation dacte,
the prepavment credit shall be equal to 100 percent of the total contribuzion o
date made by CAWCD for coastruction on New Waddell Dam, ce:z of previous pre-
payment credits.

At leas: once each year, the Secretary, in consultation with a consultation com—
miztee which will be comprised of one representative from each of the parczies o
the agreement, shall determine if Federal appropriation levels or other causes
within the control of the United States may cause a delay iz substantial comple-
tion of construction as specified 1a Exhibit A. If the Secretary makes such a
determination, the Secretary shall notify the coasultation committee of the
duration of such delay. The determination of such a delay shall ot alter the
substantial completion date for New Waddell Daa coantaiaed iz Exhidic A. 1If
deiays are determined to be for reasons beyond the control of the United States,
then the substantial completion date may be modified by the Secretary as he may
determine appropriate, after consul:tation with the consultation commicstee.
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Fajilure by the United States to apply any prepayment credit in accordance wich
tne provisions of the agreement shali result in the United States payizg to the
" CAWCD liquidated damages in the amount of $48 million.l/ If construction delays
are recovered or partially recovered prior to completion of Wew Waddell Dam,
prepayvment credits, with accrued interes: on such credits at the rate of 3.342
percent per year, shall be remitted to the United States on the same basis as
they were accrued beginning with the payment due the year nex:t followiag the
year of recovery. Failure by the CAWCD to remit recovered prepaymeant credits %o
the United States in accordance with the agreement shall result in the payment
by CAWCD to the United States of liquidated damages in the amount of $43 million
plus interest.

iz the event the United States fails to mee:z the scheduled completion dates for
Cliff Dam and modified Roosevel: Dam due :zo factors within the control of the
United States, a prepayment credit for contributions made by the Flood Control
District will be provided against CAWCD's interest-bearing reimbursable obliga-
tion in the same manner as provided for CAWCD with regard to prepayment credit
for delays in construction of New Waddell Dam. A prepaymeat credit will also be
provided agaiast CAWCD's interesc-bearing obligation for comntributions aade by
the Cities. 1In a similar manner, such credits will be subjecz to refurnd, plus
accrued interest at the CAP project interes: rate of 3.342 percent, on the same
basis as provided for recoveries under the New Waddell Dam discussion. Ia the
event the United States fails to apply the prepaymeant oredits, as specifiied in
the agreement, the United States shall pay the Flood Control District and the

ities liquidated damages ian the amount of $31 million in direc: proportzion to
their respeczive contributions made under_the agreement to that date. Failure
by CAWCD to remit recovered prepaymeat credits o the Urnited States, as spe-
cified ia the agreement, will result in a paymea: by CAWCD of liquidatad danages
in the amount of $31 =million plus interest. :

I quarterly contributions are not made as scheduled ia Exhibit A, a late chacze
will be applied which shall be due if the contributior is zot made ia full
withiz 30 days of the due date. The interest charge rate shall be the ‘greater
of the rate prescribed quarzerly i{n the Federal Register by the Departuen: of
the Treasury for application o overdue payments or a rate of .5 perceat per
month as prescribed by Section 6 of the Reclamation Projecz Act of 1939.

The agreemeat provides tha: if Federal appropriations ara not sufficien: to fund
all items scheduled for construction with Federal funds iz that year, as spe-
cified iz Exhidbiz A, priorities for the use Federal furds shall be as follows:

a. The first priority shall be for coastsuction of the aqueduc:t facilities
through Tucson Phase B, exclusive of terminal storage;

b. The second priority shall be for cons:truction of Iadian and non-Iadian
distribution systems;

c. The thizd priority shall be for construction of New Waddell Dam and Cliff
Dam, modification of Roosevelt and Stewar:t Mountaia Dams, and {f approved by the
Secretary, construction of terminal storage;

1/ The prepaymeat credit amounts £0 a preseat worth value of $79 milliorn, the
liquidated damages for each group is calculated on the relative contributions of
CAWCD (02X), and =he Flood Con:trol District 2nd the Cizies (382).
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d. If approved for comstruction by the Secretary, the fourth priority shall
be for construction of Buttes Dam;

e. In the event Federal funding is not sufficieat to meez the scheduled
construction of New Waddell and Cliff Dams and modification of Roosevelt and
Stewart Mountaina Dams, Federal funds shall be made available iz a manner to pro-
vide an optimum completion of all facilities as iadicated in Exhibit A. The
schedule provides for the awarding of a major constructioc contrac:t for New
Waddell Dam by not later than the end of the year 1987, a major construction
contract for modification of Roosevelt Dam not later than the end of the year
1990, a major constructior contrac:z for Cliff Dam not later than the end of the
year 1991, and a major construction contract for the modification of Stewar:
Mounzaia Dam aot later than the end of the year 1988. The delineazed prioricties
notwithstanding, to the exten:t that it is reasonmable and prudent, after coa-
sultation with the non~Federal parties to the agreement, the Secretary may apply
any shortage of Federal funds for construction or nodifica:ian of dams to each
dam in inverse proportion to the contributions previously made by the 2non-
Federal parties.

The agreement specifies that the cost of construction aczivity funded with
contributions made by the non~Federal parties shall not be iacluded iz the
calculation of the Federal project cost for comparison with the Corngressionally
authorized appropriation ceiling for CAP. It also spewifies tha:, except as
otherwise expressly modified by the agreement, provisions of the Repayment
Contract shall remain in full force and effect. The agreement is not a-contrac:
withia the meaning of Section 202(1) of the Reclamation Reform Act of 1982.
Accordingly, the execution of the agreement shall not subject the parties to the
provisions of the Reclamation Reform Act. Title to all projec:t works
constructed with Federal and/or non-Federal funds shall be and remaiz ia the
United States unless otherwise provided by the Congress.

The care, operation, and nai::eaance of the facilities constructed within th
Sal: and Verde Rivers shall be pursuant to the teras, covezanis, and condi:ions
of the “Contract Between the Uznited States of America and Salt River Valley
Water Users' Associarion” dated September 6, 1917, ard comntracts ameadatory
thereof and/or supplementary therezo. The details of the iamplementation of said
care, operation, and maistecance shall be subjec:t to said agreemerzs and/or

ther agreements to be identified by the Uzited States and SRP. The agraemea:
provides thaz the United States and SRP will expeditiously negotiata appropriate
amendments, supplements, and other agreemeats.

In retura for the Cities' coantributions o the Plan 6 coastruczion, the United
States relinquishes all claims o the water supply developed in the conservacion
space creazed by the ClLiff Dam and the ad&itional consecvation space created ia
the modified Roosevelt Dam.

The agreement provides that if the United States fails o complete coastruction
of the Plan 6 facilities, the prepayment credits will be provided as specified
in the agreement and the non-Federal parties to the agreement may complete the
project works with their own funds subject to coasultatioa with the Secretary
and review of all designs, plans, specifications, and coasZruction coantracts by
the Secretary. Title to all such facilities shall remaia ia the United States.
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If the United States fails to complete cons:tructioc due o forces beyond its
control, the contributions shall be credited as if the United States had met the
agreed—-upon construction schedules. The non-Federal parties shall have the
option of completing the facilx.ies subject to the same specifications iadicated
above.

The expeaditure or advance of any money by the United States or the aon-Federal

parzies shall be contingea: upon the appropriation or allotmen: of funds. The
agreement stipulates that ia the -abseace of such appropriation or allotmen: of
funds, the parties shall not be relieved of any obligations under the agreemeat
unless expressly provided in the agreement, and that no party shall have a right
to any remedy except as expressly provided therein. -

The agreement requires the Secretary to work with the Secretary of Energy
through the Western Area Power Administration to adopt a Navajo Power Marketing
Plan that will provide for contracting for Hoover Schedule B capacity and enerzy
by CAWCD pursuant to the Arizona Power Authority allocation. Utilization and
assignment of revenues to CAWCD from the sales and exchange of Navajo surplus
power and enerzy, as authorized by the Hoover Power Plant Act of 1984, must be’
accomplished ia amounts sufficieat to make repayment and establish reserves for
repayment of the $175 million to be advanced by CAWCD. Ia the event the Navaijo
Marketing Plan is not adopted by the Secretary in time to eaable the CAWCD to
meet its commitments, the agreemen: is suspeaded pendijg 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 to renegotiate
or terminate the agreement without penal:y to any party.

The State of arizona is required to establish a “Verde River Proteczioec Fuud to
be usad for the protection and preservation of the Verde River. The fund will
be administered by the State of Arizona and will be estaplished in the amount of
not less than $2 million by August 31, 1986.

On December 12, 1985, CAWCD sizned a letter of inteant to provide for the pur—
chase of land and improvements commorly known as the CAP Headquartars Conplex.
CAWCD will =negotiate a purchase agreement and lease agreement with the Unite
States for the CAP Headquarzers Complex iz calendar year 1986. It is pr eaenbly
estimated that the purchase price of the property will be approximacely

$20 million.

n the event causes withia the contzol of the United States resul: ia signifi-
cant charges in the construction schedules, projec: purposes, lavels of ser-
vices, appropriation authorities, or project authorization from those upon which
the agreement is based, the non-Federal parties and the United States shall
attempt to renegotiate the agreement based on the new circuastances. If the
negotiations do not result in a autually acceptable sgreemen:t, the zoc-Federal
parties shall have the option of terminating the agreement th a minimum of
120-days notice. In the event of termination, all cumulative coatributions,
except those of SRP, shall be credited as a prepayment agaias:t CAWCD's iaterestc-
bearing obligation. Cumulative contributioans by SRP will be credited against
the SRP Safety-of-Dams obligarioan to the extent such obligation exists or
remains unsatisfied. Ia the eveat that obligation is a0 longer outstanding, it
shall be credited against other outstanding obligations SRP has to the
United States under Reclamation law or, 1f no other obligation exists, the
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contriburion shall be refunded to SRP within a reasonable time. In the event
the United States fails to give the credit called for in the contract im this
situation, the United States shall pay damages of $79 million to CAWCD, the
Cities, the Flood Control District, and the SRP in direct proportion to their
respective contributions under the agreement made by that date. A similar pro-
vision in the event of failure of a non-Federal party to make contributions
shall apply with the United States having the option c¢f terminating this -
agreement with a minimum of 120-days notice. In the event of termination by the
United States, cumulative contributions made to date by the non-Federal parties,
in an amount not to exceed $100 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 Amendments of
1584. The State's contribution to cthe Verde River Protection 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
terms of the agreement. It is understood and agreed that the non-Federal
parties shall have the option to withdraw frod The agreement Lif such authority
is not obtained. In the event laws embodving such authority are not sizned by
the Governor of Arizona prior to August 1, 1986, any party shall have the option
to renegotiate or terminate the agreement without pefialty.

The agreement provides that tort liability of the United States for claiams for
failure to perform any construction work or other work contemplated by the
agreement shall be governed by the Federal Tort Claiams Act.

Total construction costs for CAP (Federal expenditures and non-Federzl coatribu-
tions) will be accounted for by the Bureau of Reclamation and allocatad among
project -purposes and to the CAWCD repayment obligation as specified in the
master repayment contract. Interest during construction will be computad for
this total coastruction cost at the project rate. When the project s conmpleted,
the non-federal coatributions will be subtracted from the CAWCD Tepayment
obligation. Fuchermore, interest during construction that has been calculataed on
the non-Faderal contributions will also be subtracted from the CAWCD obligation.
This has the eifect of including all Federal coustruction expendituras plus
Federal interest during coastruction, for reimbursible purposes. Failure to
subzract this {ncerest during construction would result {n charziang the
non-Federal entities with interest on money that they coatributed.

Under this agreement, the Cities would contribute toward the cost of construc-
tion of both Modified Roosevelt and Cliff Dams. In return, the Cicies would
receive any yield accrued in the new, active counservation capacity of CLLff or
Roosevelt reservoirs. Reclamation studies show the yleld of these Plan 6
features to average approximately 40,000 to 79,000 acre-feet per year, less than
5 percent of the project's 1.5 million acre-feet average annual wacter supplies.
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The incremental waters generated by new conservation storage in Cliff and
Roosevelt reservoirs would be erratic 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 {t i{s probable that this incremental supply will not be available.

. However, CAP water studies do show some years when local runoff conditions are
- such that this water i{s available. The yield from such supplies would be

- limited by the CAP users ability to take water directly from the reservoir
system, and is projected to be 30,000 to 50,000 acre-feet.

While these new water yields can be of significant importance to the several
Cities, this same water resource {s of far less significance if spread across
the numerous CAP water service subcontractors. Also, most CAP subcontractors
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 water use. Therefore, adverse impacts on CAP subcontractors
would not have a substantial consequence. ’

It may be argued that the Agreement changes the terms of existing subcontracts,
in that the additional conservacion yield frod Ciiff and Modified Roosevelt Dams
is no longer to be included in the overall CAP allocation. However, the impact
on any subcontractor would be {nsignificant at best, and therefore would not
constitute a modification of a material term of the Subcontract.

The CAP legislative historvy and authorizing language are not constraining,
either. Orme Dam, the authorized predacessor of Plan 6, was not an integrated
part of CAP operational studies until after authorization, so that Congress
based its deliberations only on CAP water resources from the Colorado 2iver, and
not the Salt-Verde River syvstem. The legislative record is also quite clear on
the Secretary's discretionary authority to decide CAP watar allocations and
vater use priorities.

Atzached i{s a detailed analysis of the financial aspects of the proposed
Agreeaent. It analyzes cthe differences between the original State entities’
proposal and the final terms. The analysis i{s done ia terms of coanstant dollars
while the contribution amounts described in this memorandum arz in amounts suf-
ficient to cover anticipated cost escalation.




ATTACHMENT

QUANTITATIVE ANALYSIS OF THE
PLAN 6 COST SHARING AGREEMENT

This attachment provides an analysis of the Plan 6 cost sharing agreement which
has been negotiated with various Arizona eatities. This attachment analyzes the
original offer for up-front funding as proposed by the State and the final
agreement which reflects changes made during the negotiation process. The ana-
lysis presented is based on a cons:tant 1986 price level and reflec:ts che ze:
discounted value of the local up~front comtribution.

The following provides a brief numerical comparison of Arizona's original offer
for up-iront funding and the final negotiated agreemen::

with

Arizona's With Final

No Local Original Negotiated

Funding ‘Offer AgTeement

(SMillion) (SMillion) (SMillion)
Federal Cos: §1,023 .. « § 861.8 $ 8li.4
CAP Revezues - 250 - 192.6 - 220.4
Net Federal Cost § 773 §$-669.2 $ 591.0
Value of Local Contribution $§ -0- S 103.8 $ 182.0

This summary shows the total discournted Federal cost of completing the main
features of the CAP (including the SOD componeat of Plan 6), the discounted
Tepayment revenues for the main CAP features, and the resultizg ner discouated
Federal cost of complating the project. As shown, the net Federal cost of
completing the CAP changes from $773 amillion with no iocal funding, to $669
millior with local up-fronz contributions as proposed in Arizona's original
offer, o $591 aillior in the final negotiatad agreemenr. Comparison of these
estimates Teasults iz the conclusion that the 2ex discounted value of the local
contribution changed from approximately $104 amilliomn iz the origizal oifer to
$182 aillion iz the final aegotiated agreemezt. 1Ia perceatage tarms, the origi-
nal offer had a present value equal o approximately l7 perceat of the costs of
Plan 6, while the final agreemen:t represents approximately 29 perceat of the
Plan 6 costs.

There arz a zumber of factors which accourt for the significant differeace

in the value of the original offer and the final negotiated agrsemen:t. A

brief summary of each of the major changes is eaumerated in the followiag, which
is based on constant 1986 price levels:

1. Amouzt of Contribution - During negotiations, the Arizona eatities increased
the amount of their proposed contributioan froam $281.9 million to $348.75 million.
This increase is composed of an estimated $2U million from the CAWCD for the
purchase of the CAP Headquarters Complex; $6.4 million from the Salt River
Projec: for SOD modifications to Stewart Mountain Dam; $20.8 aillion from the
Flood Control District for negotiated changes in the method used in dezermining
‘its contribution; and $19.65 million from Phoenix area cities for negotiated
changes iz the allocation of costs used in defermining their contributions.
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2. Timing of Local Contribution - In addizion =o increasing the amount of the
local contribution, the negotiation process resulted in a change ia the timing of
the local coantributions. 1In the original offer, significant up-front contribu-
tions did not occur until 1988, and the largest contributions were delayed until
the later stages of project comstruction. In the final agreement, sigaificant
local contributions begin in 1986 and a somewhat more uciform schedule is main-
tained throughout the constructiorn period. The earlier corntributions have a ten- -
-deacy to significantly enhance the preseat value of the local fundi=xg.

3. Treatment of Local Fundizg Duzing CAP Repayment - The final major change
brought about by the negotiation process is the treatment of local funding in
determining the future stream of CAP repayment revenues. The original offer
provided that the contribution provided by CAWCD be credited eztirely to the
interest-bearing repayment obligation and that the coantribution by Phoeaix area
cities be treated as a prepayment toward the noninterest-bearing obligation.
The final agreement provided that 25 percent of the CAWCD contribution be cre-
dited toward the noninterest-bearing irrigation obligation and that the contri-
bution from the cities be credited toward the interest-bearing repayment
obligation rather than treated as a prepayment. This change results in an
izncrease iz the present value of future repaymeni revenues of approximately

$28 million.

An item worth noting is the provisior in the final agreement that conditions the
repayment arrangements in 3 above upon meezing the project construction sche-
dule. If the construction schedule for all features of Plan 6 were to slip by
more than 2 years, all local contributions provided by CAWCD, the Cities, and
the Flood Control District would be :treated as a prepaymeat rather credited as
described above. In such case, the preseat value of future CAP repayment reve-
nues would be reduced from the $220.4 million shcwn above to approximately $141
aillion. This would reduce. the present value of the local cozntribution by about
$79 million, makiag it worch approximately $103 million, In esseace, this
Tepresents a penalty imposed if the United States is, for reasoas within its
control, unable to maistain the established constructzion schedule.

A more detailed analysis is przsented ian the at:tached :table. The table shows
total yearly coastruction expenditures Tequired to complete the maiz featuras of
the CAP and SOD componeats of Plac 6 (column 2); constcuction expenditures for
Plan 6 by itself (columm 3); a schedule of local funding coniributions under
Arizona's origizal offer (column 4) and as ceflected iz the final agreement
(columz 5); and the remaizing Federal appropriations that will be required o
complete the maian features of CAP for both the original offer and final agrae-
(columns 6 aand 7, respectively). The table also shows four alzernative rapay-
ment schedules: (1) column 8 shows future repaymeat with no up-froa:z funding;
(2) column 9 shows future repayment as proposed by the State cocsributors ia
theis origisal funding offer; (3) columa 10 shows future repaymenz with local
funding as reflected in the final negotiated agreement; and (4) columa ll 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 in
the final agreement are implemented. Columns 12 through 19 simply show the pre-
sent value of the construczion and repayment schedules presented iz the first
half of the table.
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Graphs A and 3 provide a visual portrayal of the Federal and local funding.
Graph A shows the remaining total Ceatral Arizona Project costs and the relative
relationship between Federal and local funding. Graph B presents the remaining
Federal costs associated with the Central Arizooa Project.
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