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AMENDED NAVAJO POWER MARKETING PLAN

I. PURPOSE AND SCOPE

Section 107 of the Hoover Power Plant Act of 1984, Pub. L. 98-381, requires that a
power marketing plan be developed to provide for marketing and Exchanging of Navajo
Surplus for the purposes of optimizing the availability of Navajo Surplus and providing
financial assistance in the timely construction and repayment of construction costs of
authorized features of the Central Arizona Project. The Secretary of the Department of
the Interior adopted the original Navajo Power Marketing Plan on December 1, 1987
(Original Plan). The Revised Stipulation entered in the Central Arizona Project
repayment litigation, Central Arizona Water Conservation District v. United States, et ai.,
No. CIV 95-625-TUC-WDB (EHC), No. CIV 95-1720-PHX-EHC (Consolidated Action)
requires, as a condition to the effectiveness of the Revised Stipulation, that the Original
Plan be amended. The Revised Stipulation requires the amended Navajo Power
Marketing Plan provide for the establishment and collection of rates for the sale or
Exchange ofNavajo Surplus that optimize the availability and use of revenues for the
Lower Colorado River Basin Development Fund while allowing for an appropriate
saving for the contractor. Satisfying the requirements of the Revised Stipulation is one of
the elements necessary for final judgment to be entered in the above-referenced litigation.
The entry of final judgment in that litigation permits the Secretary of the Department of
the Interior to make a required finding under the terms of the Arizona Water Settlements
Act of 2004, Pub. L. 108-451.

A. This Amended Navajo Power Marketing Plan hereinafter called "Plan" shall be
applicable to all new or amended contracts for Navajo Surplus entered into after
this Plan is adopted. The Original Plan shall remain in effect for all Navajo
Surplus contracts entered into before the adoption of this Plan and shall continue
until such contracts terminate or are amended in accordance with this Plan.

B. This Plan recognizes the obligation of the United States to use its entitlement to
electrical capacity and energy from Navajo to provide necessary power for the
pumping requirements of the Central Arizona Project and any such needs for
desalting and protective pumping facilities as may be required under section
101 (b)(2)(B) of the Colorado River Basin Salinity Control Act of 1974, Pub. L.
93-320, as amended.

C. This Plan provides that Western, working closely with Reclamation and CAWCD,
will be the marketing entity responsible for the sale and Exchange of Navajo
Surplus in accordance with applicable Federal law, regulations and the Revised
Stipulation. Western shall market Navajo Surplus directly to, with or through the
Arizona Power Authority and/or other entities having the status of preference
entities under the Reclamation Project Act of 1939. Western may utilize
Exchange, banking, purchase or sales agreements, or integration with other
resources to fulfill any purpose ofthis Plan.
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D. This Plan sets parameters for the establishment of Rates, not to exceed levels that
allow for an appropriate saving for the contractor, that will optimize the
availability and use of revenues from the sale and Exchange ofNavajo Surplus to
provide financial assistance for payment of the operation and maintenance
expenses associated with Navajo Surplus and for the purposes set forth in 43
U.S.c. 1543(f), as amended by the Arizona Water Settlements Act of 2004, Pub.
L. 108-451.

E. This Plan satisfies the obligation of the United States in accordance with the
Revised Stipulation, to amend the Original Plan "to provide for the establishment
and collection of rates for the sale or exchange ofNavajo Surplus Power after
September 30,2011."

F. This Plan specifies that for so long as Navajo operates and there is Navajo
Surplus, Western shall continue to market Navajo Surplus under this Plan with
such amendments or revisions as may be adopted by the Secretary of the
Department ofthe Interior, after consultation with the Secretary of Energy,
CAWCD, and the Governor of Arizona and as provided by law, including the
authorities set forth in section II.

II. AUTHORITIES

The authorities under which this Plan is developed are:

A. Federal Reclamation laws (43 U.S.C. 372 et seq., and all Acts amendatory thereof
or supplementary thereto); in particular, the Colorado River Basin Project Act of
1968, Pub. L. 90-537, as amended, the Colorado River Basin Salinity Control Act
of 1974, Pub. L. 93-320, as amended, the Hoover Power Plant Act of 1984, Pub.
L. 98-381, and the Arizona Water Settlements Act of2004, Pub. L. 108-451.

B. Rules, regulations, and agency agreements ofWestern and Reclamation issued or
made pursuant to applicable law.

III. DEFINITIONS

The following terms wherever used herein shall have the following meanings:

A. "Boulder City Marketing Area" shall mean the marketing area defined in the 1984
Conformed Criteria published in the Federal Register (49 FR 50585) on
December 28, 1984.

B. "Central Arizona Project" or "CAP" shall mean the Reclamation multipurpose
water resource development and management project in Arizona authorized by
the Colorado River Basin Project Act of 1968, Pub. L. 90-537, as amended (43
U.S.C. 1501 et. seq.).

C. "CAWCD" shall mean the Central Arizona Water Conservation District.
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D. "Conformed Criteria" shall mean the Conformed General Consolidated Power
Marketing Criteria or Regulations for Boulder City Area Projects published in the
Federal Register (49 FR 50582) on December 28, 1984.

E. "Development Fund" shall mean the Lower Colorado River Basin Development
Fund established under section 403 of the Colorado River Basin Project Act of
1968, Pub. L. 90-537, as amended.

F. "Exchange" shall mean any arrangements providing for delivery of capacity and
energy to Western and return of capacity and energy by Western from Navajo
within a one year period.

G. "Navajo" shall mean the Navajo Generating Station, the thermal generating power
plant located near Page, Arizona, and associated transmission facilities.

H. "Navajo Entitlement" shall mean the United States entitlement of24.3 percent of
the generation from Navajo.

I. "Navajo Surplus" shall mean capacity and energy associated with the Navajo
Entitlement which is in excess of the pumping requirements of the Central
Arizona Project and any such needs for desalting and protective pumping
facilities as may be required under section 101(b)(2)(B) of the Colorado River
Basin Salinity Control Act of 1974, Pub. L. 93-320, as amended.

1. "New Waddell Dam" or "New Waddell Reservoir" shall mean the regulatory
storage facilities constructed on the Agua Fria River as a feature of the CAP.

K. "Original Plan" shall mean the original Navajo Power Marketing Plan adopted on
December 1, 1987.

L. "Plan" shall mean this Amended Navajo Power Marketing Plan.

M. "Rate(s)" shall mean the price(s) established by a marketing process for various
Navajo Surplus capacity or energy products marketed under this Plan to optimize
the availability and use of revenues for the Development Fund.

N. "Reclamation" shall mean the Bureau of Reclamation, United States Department
of the Interior.

O. "Revised Stipulation" shall mean the Revised Stipulation Regarding a Stay of
Litigation, Resolution oflssues During the Stay and for Ultimate Judgment Upon
the Satisfaction of Conditions, filed with the United States District Court for the
District of Arizona in Central Arizona Water Conservation District v. United
States, et al., No. CIY 95-625-TUC-WDB (EHC), No. CIY 95-1720-PHX-EHC
(Consolidated Action), and that court's order dated April 28, 2003, and any
amendments or revisions thereto.
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P. "Western" shall mean the Western Area Power Administration, United States
Department of Energy.

IV. POWER TO BE MARKETED

A. Reclamation, in consultation with CAWCD, shall annually or more frequently, as
appropriate, determine the Navajo Surplus available for sale and Exchange by
Western, and the period for which it will be available for sale and Exchange,
taking into consideration among other factors, the following:

1. Existing contractual commitments to deliver Navajo Surplus, including
new contracts entered into under the first opportun.ity provisions of section
IV.G. of the Original Plan.

2. CAP estimated pumping energy requirements in excess of capacity and
energy supplied to CAWCD from Hoover Dam or New Waddell Dam,
based on projected CAP water deliveries for that year and successive
years.

3. Estimated capacity and energy needs of the United States for desalting' and
protective pumping facilities, as may be required under section
101(b)(2)(B) of the Colorado River Basin Salinity Control Act of 1974,
Pub. L. 93-320, as amended.

4. Projected Navajo generation.

B. Any Navajo Surplus not sold or Exchanged in accordance with paragraph A of
this section may, as determined by Western, in cooperation with CAWCD and
Reclam~tion, be sold under appropriate long-tenn or short-term arrangements.

V. OPTIMIZATION

A. To optimize the availability ofNavajo Surplus, CAWCD shall utilize, for CAP
pumping requirements, Hoover capacity and energy scheduled from Hoover Dam
in accordance with the terms and conditions of CAWCD's contract with the
Arizona Power Authority to pennit additional Navajo capacity and energy to be
sold or Exchanged by Western as Navajo Surplus.

B. To optimize the availability and use of revenues from the sale and Exchange of
Navajo Surplus:

1. CAWCD will use seasonal and daily power management. Specifically,
CAWCD will divert maximum amounts ofwater from the Colorado River
in the winter season for storage in the New Waddell Reservoir, and then
serve CAP water demands in the summer season from water previously
placed in storage. On a daily basis, CAWCD to the extent possible will
pump off-peak to optimize the on-peak availability ofNavajo Surplus.
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2. Western, in consultation with Reclamation and CAWCD, shall develop
capacity and energy products from the Navajo Surplus determined to be
available under section IV.A for sale or Exchange, taking into account
market prices for standard capacity and energy products.

VI. ELIGffiILITY

A. Western shall offer Navajo Surplus for sale in the following order ofpriority, in
accordance with part IV, section A of the Conformed Criteria:

1. Preference entities within Arizona.
2. Preference entities within the Boulder City Marketing Area.
3. Preference entities in adjac.ent Federal marketing areas.
4. Non-preference entities in the Boulder City Marketing Area.

B. In the event a bidding or request for proposal process is utilized, after the bids or
proposals are received the bidding entities will be given first opportunity, in order
of priority, to purchase at a price which is based on the highest offer.

C. In the event that a potential contractor fails to place Navajo Surplus capacity and
energy under contract within a reasonable period, as specified by Western and in
accordance with the terms and conditions offered by Western, the amounts of
capacity and energy not placed under contract will be reoffered in accordance
with the order ofpriority specified in paragraph A of this section.

D. Arizona entities, regardless of preference status, shall have first opportunity for
electrical capacity and energy Exchange rights as necessary to implement this
Plan. Western, in consultation with CAWCD and Reclamation, may determine
that any capacity and energy not subscribed to by Arizona entities for Exchange
may be offered for sale in the order ofpriority stated in paragraph A of this
section or may be offered to non-Arizona entities for Exchange.

VII. CONTRACT PROVISIONS

A. Western, after consultation with Reclamation and CAWCD, shall enter into all
power sales and Exchange contracts necessary to carry out the provisions of this
Plan in selling and exchanging Navajo Surplus. Navajo Surplus shall be
marketed, and Exchange rights granted, by Western on behalf of the Secretary of
the Department of the Interior, under contracts consistent with this Plan and the
Conformed Criteria.

B. Contracts for the sale or Exchange ofNavajo Surplus shall specify a delivery
point on the Navajo or CAP transmission systems as may be available. If the
contractor cannot take delivery ofNavajo Surplus into its own system at these
delivery points, transmission service arrangements to other delivery points will be
the obligation of the contractor.
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C. CAWCD may be a party to contracts for the sale or Exchange ofNavajo Surplus
for the limited purposes of (i) concurring that the contracts optimize the financial
assistance available for the purposes set forth in 43 U.S.C. 1543(f), as amended
by the Arizona Water Settlements Act of2004, Pub. L. 108-451, and (ii)
affirming any rights and obligations ofCAWCD under the contracts.

D. Western and the contractor shall agree upon written metering and scheduling
instructions prior to any deliveries under this Plan. The metering and scheduling
instructions shall provide the operating and accounting procedures for such
deliveries. Metering and scheduling instructions are intended to implement terms
of the contract, not to modify or amend it, and therefore are subordinate to the
contract. Western and the contractor may modify these instructions, as necessary,
to reflect changing power system conditions. In the event the contractor fails or
refuses to execute the initial metering and scheduling instructions or any revised
instructions Western determines to be necessary, Western shall develop and
implement temporary instructions until acceptable instructions have been
developed and executed by Western and the contractor.

VIII. RATE-SETTING

A. Rates for Navajo Surplus developed pursuant to section N.A shall be established
annually by Reclamation and Western, in consultation with CAWCD, through a
competitive process that optimizes the availability and use of revenues for the
Development Fund with priority to entities in accordance with section VI.A. and
that allows for an appropriate saving for the contractor, taking into consideration,
among other factors, prices for comparable capacity and energy products.

B. Rates for Navajo Surplus developed under section N.B or marketed under the
first opportunity provision of the Original Plan shall be established in the
contracts for sale of such Navajo Surplus, taking into consideration, among other
factors, prices for comparable capacity and energy products, and allowing for an
appropriate saving for the contractor.

C. Rates developed annually pursuant to this Plan shall not be applicable to pre
existing contracts unless provided for in such contracts.

·D. Because of the Hoover Power Plant Act of 1984's, Pub. L. 98-381, requirements
for noncost-based rates, the Rates established pursuant to this Plan are not suitable
to the required review ofWestern's rates by the Federal Energy Regulatory
Commission. All Rates promulgated by the Administrator of Western under this
Plan shall be a final act of the Secretary of Energy and shall be subject to review
pursuant to the judicial review provided by the Administrative Procedure Act (5
U.S.C. 553, et seq.).
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IX. REVENUE COLLECTION AND DISTRffiUTION

Western shall deposit all revenue collected from the marketing ofNavajo Surplus under
this Plan into the Development Fund, where it will be used:

A. First, to pay all costs of operation and maintenance determined to be associated
with the sale and Exchange of Navajo Surplus, including actual costs for services
performed by Reclamation and Western under this Plan including appropriate
administrative expenses ofReclamation and Western.

B. Second, for the purposes set forth in 43 U.S.C. 1543(f), as amended by the
Arizona Water Settlements Act of 2004, Pub. L. 108-451, including crediting
funds against the annual CAWCD repayment obligation and funding specific
Indian water-related activities.

X. EFFECTIVE DATE

This Plan will become effective 30 days after publication in the Federal Register
following adoption by the Secretary of the Department of the Interior.

XI. CONSULTATION

This Plan is deemed most acceptable in accordance with section 107(c) of the Hoover
Power Plant Act of 1984, Pub. L. 98-381, after consultation with Western (Secretary of
Energy), the Governor of Arizona, and CAWCD.

Adopted:

8

~~~
Robert W. Johnson ? ~
Commissioner
Bureau of Reclamation
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