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Subject 

Adopt CEQA determination and authorize entering into agreements related to international cooperative measures 

in the Colorado River Basin, payment of up to $7.5 million for acquisition of supplies from international projects, 

continuing participation in pilot program to fund water use efficiency measures for the Colorado River, and 

payment of up to $2 million for efficiency measures

Executive Summary 

Authority is requested for Metropolitan to enter into multiple agreements to augment Metropolitan’s Colorado 

River supply by funding water conservation projects in Mexico.  Metropolitan’s share of funding would be up to 

$7.5 million for up to 54,550 acre-feet (AF) of water.  Pursuant to the agreements, Mexico would defer delivery 

of conserved Colorado River water and that water would be converted and stored in Lake Mead for future 

delivery to Metropolitan.  Authority is also requested for Metropolitan to continue to participate in a pilot 

program that provides compensation for voluntary reductions in water use for the benefit of the Colorado River 

system.  Metropolitan’s share of the funding for this program would be up to an additional $2 million over an 

anticipated two-year period of 2017 and 2018.

Details 

Background 

International Cooperative Measures in Implementation of the U.S-Mexico Water Treaty  

Representatives of the United States and Mexico, in consultation with representatives of the Colorado River Basin 

states, have concluded negotiations on a proposed International Boundary and Water Commission (IBWC) 

Minute (No. 323) to the international water treaty which would extend and expand upon the agreements reached 

in Minute No. 319.  Minute No. 323 addresses issues related to Mexico’s Colorado River deliveries and storage 

from 2017 through 2026.  The 1944 Treaty regarding Utilization of Waters of the Colorado and the Rio Grande 

(Treaty) between the United States (U.S.) and Mexico provides that the U.S. will annually deliver to Mexico at 

least 1.5 million AF of Colorado River water.  If the U.S. determines there is a surplus, Mexico may take up to 

200,000 AF of additional water, for a total maximum delivery of no more than 1.7 million AF in a year.  The 

Treaty provides that in the event of “extraordinary drought” conditions in the U.S., the water allotted to Mexico 

will be reduced in the same proportion as consumptive uses in the U.S. are reduced.  However, the meaning of 

“extraordinary drought” is not defined in the Treaty, and the meaning of this term has not yet been settled.  Given 

the increased likelihood of a shortage in the Colorado River, the seven Basin States wanted Mexico to agree to 

conditions under which it would accept reduced deliveries.  This was accomplished in 2012 through execution of 

Minute No. 319.  

System Conservation Pilot Program  

In July 2014, Metropolitan, the Central Arizona Water Conservation District (CAWCD), Denver Water,  

Southern Nevada Water Authority (SNWA), (collectively the municipal funding agencies), and the U.S. Bureau 

of Reclamation (Reclamation) entered into an agreement for a pilot program to fund voluntary, compensated 

water conservation for the benefit of the Colorado River system.  Water conserved under this program would help 
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maintain higher levels in Lakes Mead and Powell.  Each of the municipal agencies in the Lower Basin is 

providing funding of $3.06 million.  Metropolitan has received $500,000 from the Six Agency Committee for this 

program.  Denver Water is providing $3.12 million with $60,000 of that from a Windward Fund grant, and 

Reclamation has obligated funding of over $9.7 million for the pilot program.  After the initial round of pilot 

projects in the Lower Basin, in May 2015, the municipal funding agencies and Reclamation entered into an 

agreement with the Upper Colorado River Commission to facilitate the system conservation pilot program in the 

Upper Colorado River Basin. 

To date, 51 project-specific funding agreements have been executed with entities in the Colorado River Basin to 

conserve nearly 127,000 AF.  Water is being conserved through land fallowing, forgoing irrigation for a period of 

time, conversion of farmland from flood or furrow irrigation to drip irrigation, deficit irrigation, planting of lower 

water-using crops, turf removal, recycled-water injection into the Colorado River aquifer and forbearance of 

Colorado River diversions by an amount equal to that injected, and reduction in the delivery of water for 

groundwater recharge or for use outside of the Colorado River Basin.  As additional project-specific funding 

agreements will be executed in the near future, most of the authorized funding will be obligated. 

Proposal  

International Cooperative Measures 

Minute No. 323 would extend the provisions of Minute No. 319 regarding distribution of flows under high and 

low reservoir elevations, expand Mexico’s ability to defer deliveries of its Treaty allotment and store water in the 

U.S., and continue funding of conservation projects in Mexico by U.S. entities in exchange for a share of the 

conserved water.  In addition, Mexico would agree to additional water delivery reductions under a plan referred to 

as the Binational Water Scarcity Contingency Plan, if and when the United States approves a similar Lower Basin 

Drought Contingency Plan.  Minute No. 323 would be effective from 2017 – 2026 and would permit Mexico to 

defer deliveries of Colorado River water in response to emergencies, as a result of conservation activities and to 

comply with the Binational Water Scarcity Contingency Plan.  Mexico would be entitled to recover the deferred 

deliveries under specified conditions.  In consideration for the opportunity to acquire a portion of Mexico’s 

conserved water, Metropolitan, CAWCD, and SNWA would agree to reduce the amount of surplus water diverted 

in equal amounts to offset the amount of water made available to Mexico.  If CAWCD and SNWA do not request 

the maximum amount of surplus available, Metropolitan would have the right to request such water up to an 

amount equal to one-third of the quantity of high reservoir elevation flows delivered to Mexico.  Minute No. 323 

also includes provisions regarding salinity, measures related to the variability of daily flows arriving in Mexico, 

the environment, and the possibility of an All-American Canal binational connection. 

The United States would contribute $31.5 million to Mexico to develop conservation projects in Mexico that 

would generate 109,100 AF for use in the United States; 50,000 AF for the Colorado River system to the benefit 

of all users; and 70,000 AF to satisfy the United States’ commitment to provide water for the environment.  It is 

anticipated that non-governmental organizations would provide $1 million to generate water for ongoing delivery 

into the Rio Hardy system for environmental purposes. 

Of the $31.5 million, staff proposes that Metropolitan contribute up to $7.5 million for up to 54,550 AF of 

Binational Intentionally Created Surplus (Binational ICS).  In anticipation of the United States and Mexico 

signing Minute No. 323, several implementing agreements need to be considered by Colorado River stakeholders, 

including Metropolitan. 

System Conservation Pilot Program  

Reclamation received additional funding for this program in fiscal year 2017.  Reclamation is seeking cost-

sharing funds from the municipal funding agencies to leverage this federal funding and conserve more water.  

CAWCD, Denver Water, and SNWA plan to provide additional funding in the amount of $2 million each.  The 

Upper Colorado River Commission is expected to execute 14 project-specific funding agreements with 

Reclamation and the municipal funding agencies this year to conserve over 11,000 AF at a cost of approximately 

$2.1 million.  Also, Reclamation’s spending plan indicates that $2.5 million would be used to exercise options in 
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existing system conservation agreements and $2 million would be used to develop similar voluntary conservation 

agreements with other parties in Arizona, California, and Nevada.   

As additional federal funding has been appropriated and as other water agencies are planning to provide cost 

sharing funds, it is proposed that Metropolitan continue to participate in the pilot program and that Metropolitan 

provide up to an additional $2 million in funding over an anticipated two-year period of 2017 and 2018, bringing 

Metropolitan’s total up to $4.56 million, excluding the funding provided by the Six Agency Committee to 

Metropolitan.   

Implementing Agreements 

International Cooperative Measures 

Several agreements would be necessary to implement the conversion of Mexico’s deferred delivery into 

Binational ICS for storage in Lake Mead and later delivery to Metropolitan.  

Memorandum of Agreement 

The draft memorandum of agreement among the Secretary of the Interior, the Commissioner of Reclamation, the 

U.S. Commissioner of the International Boundary and Water Commission (USIBWC), the seven Basin States and 

the funding contractors limits the USIBWC and Reclamation’s implementation of Minute No. 323 to the express 

terms of the Minute, and provides that any variation from the terms of the Minute may only occur after 

consultation with and agreement of the non-Federal parties.  

Interim Operating Agreement 

The draft interim operating agreement among the United States, the seven Basin States and the Colorado River 

surplus contractors establishes the operating terms for converting Mexican Water Reserve to Binational ICS for 

storage in and delivery from Lake Mead.  The draft agreement recognizes the Colorado River surplus contractors, 

including Metropolitan, will forbear surplus deliveries in order to provide Mexico access to additional water 

under defined high reservoir elevation conditions.  Mexico would not receive additional water under high 

reservoir conditions if surplus water is not available to contractors in California, Arizona, and Nevada.  The 

likelihood of surplus water being available in the next nine years has been estimated to be 33 percent.  If storage 

in Lake Mead increases to an elevation that allows the Secretary to make surplus water available to Metropolitan, 

250,000 AF would be available in a year, absent Mexico increasing its schedule for delivery of water.  Below 

elevation 1,170 feet and at or above 1,145 feet, Metropolitan would forbear delivery of 13,334 AF of surplus 

water in a year, about 5 percent of the surplus water available.  Below elevation 1,200 feet and at or above  

1,170 feet, Metropolitan would forbear delivery of 18,333 AF of surplus water in a year, about 7 percent of the 

surplus water available.  At or above 1,200 feet when flood control releases are not required, Metropolitan would 

forbear 26,667 AF, about 11 percent of the surplus water available. 

Lower Colorado River Basin Agreement for Binational ICS 

The draft Lower Colorado River Basin agreement for Binational ICS ensures that the Binational ICS made 

available to a funding contractor may not be claimed by another contractor in another state.  It is anticipated that 

the document would be executed by the state of Arizona, the Colorado River Commission of Nevada and SNWA, 

and California Colorado River water contractors. 

Delivery Agreement 

A draft delivery agreement between Metropolitan and Reclamation would secure delivery of the Binational ICS 

water and provide for accounting. 

Funding Agreement 

The draft funding agreement provides that the funding contractors may pay up to $15 million for water 

conservation projects in Mexico, in exchange for creation of 109,100 AF of Binational ICS.  This agreement also 

provides for federal contributions of $16.5 million for water conservation projects in Mexico including  

50,000 AF of water for Colorado River system benefit and 70,000 AF to meet the United States’ commitment 
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regarding water for the environment in Mexico.  Metropolitan’s share of the funding would be up to $7.5 million 

for up to 54,550 AF.  Upon each payment date, Metropolitan may opt not to provide funds or receive the 

associated Binational ICS.  The agreement would be among the United States, Metropolitan, Imperial Irrigation 

District, SNWA, and CAWCD.  A summary of the key terms and conditions of the funding agreement is attached 

(Attachment 1). 

Agreement between Metropolitan and the Imperial Irrigation District 

A draft agreement between Metropolitan and the Imperial Irrigation District (IID) would allow IID the 

opportunity to participate in the 2017 funding agreement for water conservation projects in Mexico under Minute 

No. 323, and receive a proportionate share of Binational ICS.  Under the agreement, Binational ICS would not be 

available to IID until the outstanding issues related to IID’s 2010 delivery of otherwise unused Colorado River 

water to the Salton Sea have been resolved to Reclamation’s satisfaction.  IID would be allowed to use Binational 

ICS to resolve those issues.  Once resolved, IID could use any remaining Binational ICS for non-agricultural 

demands within IID’s service area or to eliminate, reduce, or pay back an inadvertent overrun, but IID would not 

be allowed to use Binational ICS to meet water transfer obligations.  IID would share in reductions of any surplus 

water supplies that are made available to Mexico pursuant to Minute No. 323.       

Agreement between the Imperial Irrigation District and Reclamation 

A draft agreement between IID and Reclamation would require IID to be bound by the terms and conditions of the 

2012 Lower Colorado River Basin Forbearance Agreement for Binational Intentionally Created Surplus and the 

2012 Contributed Funds Agreement regarding Minute No. 319.  This would ensure that Metropolitan would have 

flexibility to access Binational ICS under the Minute No. 319 domestic agreements in quantities and at times 

needed to meet its service area needs. 

Recommendation 

International Cooperative Measures 

Execution of the agreements would benefit Metropolitan in the following ways: 

 Provide Metropolitan with an additional source of Colorado River water supply, 

 Increase the surface elevations of Lakes Powell and Mead to higher levels than would otherwise have 

occurred in years in which Mexico’s Water Reserve and/or Binational ICS is in storage, and 

 Help delay or avoid shortages in the Lower Basin. 

Staff recommends that the Board authorize execution of the agreements related to the international cooperative 

measures consistent with the terms described in this board letter, and in a form approved by the General Manager 

and General Counsel, and approve payment of up to $7.5 million for acquisition of supplies from the international 

projects. 

System Conservation Pilot Program 

Continued participation in the pilot program would benefit Metropolitan by increasing the surface elevations of 

Lakes Powell and Mead to higher levels than would otherwise have occurred, reduce salinity, and help delay or 

avoid shortages in the Lower Basin.  Staff recommends that the Board authorize the General Manager to continue 

to participate in the pilot program for funding the creation of Colorado River system water through voluntary 

reductions in use, and authorize payment of up to an additional $2 million for partially funding the pilot program. 

Policy 

By Minute Item 49247, dated November 5, 2012, the Board authorized Metropolitan to enter into multiple 

agreements in support of a five-year program to augment Metropolitan’s Colorado River supply through the 

funding of an international pilot project in Mexico, and approved payment of $5 million for purchase of supplies 

from the international pilot project. 
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By Minute Item 50471, dated May 10, 2016, the Board authorized the General Manager to continue to participate 

in the pilot program for funding the creation of Colorado River system water through voluntary reductions in use 

and approved payment of up to an additional $1 million for partially funding the pilot program.  

California Environmental Quality Act (CEQA) 

The proposed actions of funding, authorizing, and entering into agreements related to international cooperative 

measures in the Colorado River Basin are statutorily exempt under the provisions of CEQA and the State CEQA 

Guidelines.  The proposed actions consist of agreements that would allow Mexico to intentionally create certain 

surplus supplies of Colorado River water, without increasing the total amount of available surplus supplies, for 

retention in the federal Colorado River system and future delivery to potential United States funders, including 

Metropolitan.  The portion of the federal Colorado River system where these surplus supplies would be created is 

located outside California, and Reclamation completed an environmental impact statement (EIS) pursuant to the 

National Environmental Policy Act of 1969 that addressed the potential impacts of the creation of surplus, 

including the portion Mexico may receive under these international cooperative measures.  (The EIS and 

supporting documents can be accessed at http://www.usbr.gov/lc/region/programs/strategies/FEIS/index.html, and 

a copy of the EIS also will be maintained in Metropolitan’s records.)  Accordingly, Metropolitan’s proposed 

actions are exempt from CEQA under a Statutory Exemption (Public Resources Code Section 21080(b)(14) and 

State CEQA Guidelines Section 15277).  In addition, the proposed actions consist of operation of Metropolitan’s 

existing facilities involving no expansion of their use beyond that currently existing.  Accordingly, the proposed 

actions qualify for Class 1 Categorical Exemption (State CEQA Guidelines Section 15301). 

The proposed action to continue participating in the pilot program for funding the creation of Colorado River 

system water through voluntary reductions in use is not defined as a project under CEQA (Public Resources Code 

Section 21065, State CEQA Guidelines Section 15378) because it involves continuing administrative activities 

(Section 15378(b)(2) of the State CEQA Guidelines).  In addition, the proposed action is not defined as a project 

under CEQA because it involves other government fiscal activities, which do not involve any commitment to any 

specific project, which may result in a potentially significant physical impact on the environment (Section 

15378(b)(4) of the State CEQA Guidelines).  For projects under the program that may require subsequent 

approval, a CEQA review will be carried out and, if appropriate, environmental documentation for such projects 

will be prepared and processed in accordance with CEQA and the State CEQA Guidelines. 

CEQA determination for Option #1:  

The CEQA determination is: Determine that pursuant to CEQA, the proposed actions of funding, authorizing, and 

entering into agreements related to international cooperative measures in the Colorado River Basin are statutorily 

exempt from CEQA under Public Resources Code 21080(b)(14) and Section 15277 of the State CEQA 

Guidelines, and is categorically exempt from CEQA pursuant to Section 15301 of the State CEQA Guidelines.  

Additionally, determine that the proposed action to continue participating in the pilot program is not defined as a 

project under Public Resources Code Section 21065 and Sections 15378(b)(2) and 15378(b)(4) of the State CEQA 

Guidelines. 

CEQA determination for Option #2: 

None   

  

http://www.usbr.gov/lc/region/programs/strategies/FEIS/index.html
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Board Options 

Option #1 

Adopt CEQA determination that the proposed actions are exempt from CEQA or are not defined as a project, 

and: 

a. Authorize Metropolitan to enter into multiple agreements in support of a program to augment 

Metropolitan’s Colorado River supply through the funding of international projects in Mexico, 

consistent with the terms described in this board letter, and in a form approved by the General 

Manager and General Counsel;  

b. Authorize payment of up to $7.5 million for acquisition of supplies from the international projects; 

c. Authorize the General Manager to continue to participate in the pilot program for funding the creation 

of Colorado River system water through voluntary reductions in use; and 

d. Authorize payment of up to an additional $2 million for partially funding the pilot program. 

Fiscal Impact: Up to $9.5 million to be charged to the supply program budget. 

Business Analysis: Participation in the international projects would provide up to 54,550 AF of additional 

Colorado River supplies.  Participation would continue to provide the opportunity to explore the operational 

and institutional feasibility of binational cooperation in the long term.  Binational ICS generated through the 

projects would be recoverable through 2036.  Uninterrupted participation in the pilot program would continue 

to provide the opportunity to further test the operational and institutional feasibility of a program of system 

conservation in the Colorado River Basin. 

Option #2 

Do not authorize Metropolitan to enter into agreements in support of a program to augment Metropolitan’s 

Colorado River supply through the funding of international projects in Mexico, do not authorize payment of 

up to $7.5 million for acquisition of supplies from the international projects, and do not authorize the General 

Manager to provide up to an additional $2 million for a pilot program for funding the creation of Colorado 

River system water through voluntary reductions in use. 

Fiscal Impact: None 

Business Analysis: No participation in projects with Mexico would result in a lost opportunity to procure 

additional Colorado River water supplies.  Providing no additional funding for the pilot program would result 

in a lost opportunity to increase the amount of water in storage in Lakes Mead and Powell. 

Staff Recommendation 

Option #1 

 

 8/23/2017 
Deven N. Upadhyay 
Manager, Water Resource Management 
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Attachment 1 – Terms and Conditions – Funding Agreement for Projects for Conversion  
of Mexico’s Water Reserve to Binational ICS 
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Terms and Conditions 
Funding Agreement for Projects for Conversion of Mexico’s Water Reserve to Binational ICS 

 
Purpose 
 
1.  Determine Colorado River contractors’ monetary contributions. 
 
2.  Establish the procedures the United States will use regarding:   i.) collection, management and payment of 

contractors’ contributions;  ii.) conversion of Mexico Water Reserve volumes to Binational Intentionally 
Created Surplus (Binational ICS);  and iii.) delivery of Binational ICS to the funding contractors. 

 
3.  Establish the quantity of Binational ICS credits each funding contractor will receive in exchange for its 

funding. 
 
Term 
 
4.  Binational ICS may be created through 2026 and recovered through 2036. 
 
Financial Obligation 
 
5.  Total projects’ funding of $31.5 million (federal and non-federal). 
 
6.  Reclamation and/or another federal agency would provide funding of $16.5 million. 
 
7.  Metropolitan’s funding share would be up to $7.5 million, depending upon participation of the other funding 

parties.  One-third of the funding would be provided by December 31, 2020, another one-third by  
December 31, 2023, and the last one-third by December 31, 2026, except that on each of the funding dates 
each funding contractor may opt not to provide funding or receive the associated Binational ICS credits.  
Additionally, the funding contractors may agree to different funding proportions.   

 
Quantity of Binational ICS Credited to Funding Contractors for Monetary Contributions 
 
8.  Provides that the Secretary of the Interior will convert the specified quantity of Mexico Water Reserve Water 

to Binational ICS at the rate of $137.50 per acre foot, upon transfer of funds to Mexico under the proposed 
Minute No. 323.  The Binational ICS accounts of the funding contractors will be credited in proportion to 
their respective investments.  Metropolitan’s Binational ICS volume would be up to 54,550 acre-feet. 

 
9. If Mexico’s Water Reserve water balance is insufficient to meet the Binational ICS obligations, the Secretary 

of the Interior would take any action necessary, consistent with the provisions of Minute No. 323 to create 
volumes of deferred deliveries sufficient to create Binational ICS or system water in proportion to and 
contemporaneously with the funding transfer, including without limitation, reducing requested deliveries to 
Mexico.   

 
Availability of Binational ICS to Funding Agencies 
 
10.  Binational ICS may be recovered through 2036 in any year a shortage has not been declared on the Colorado 

River.  If a shortage condition would be determined in the succeeding year, the Secretary of the Interior may 
release less Binational ICS that requested.  However, if a Lower Basin Drought Contingency Plan is later 
approved by Metropolitan, it is anticipated that Binational ICS would be available during a shortage 
condition.  Binational ICS is not subject to evaporation losses. 
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