
                         
                       
       

                             
                             

                        

                       
                                
                             
                            

                     

These slides illustrate the function of the Agreement among the Bureau of Reclamation, 
Western Area Power Administration and CAWCD for the Administration of the U.S. 
Entitlement in the Navajo Project. 

One primary function of the Agreement is to determine what portion of the energy output 
of the U.S. share of the Navajo Generating Station is needed for project purposes (Navajo 
Reserved Energy) and what portion is surplus to project needs (Navajo Surplus). 

Operating Procedure (OP) 1 describes the process that CAWCD, Reclamation and Western 
will follow to determine the amount of Navajo Surplus each year. By December 15 of each 
year, CAWCD will notify Reclamation and Western as to the amount of energy that is 
needed as Navajo Reserved Energy for the following year. If conditions change during the 
year, CAWCD may release additional energy to be marketed as Navajo Surplus. 
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Disposition of Navajo Surplus 

Navajo Surplus will be marketed by Western in accordance with the Amended Navajo 
Power Marketing Plan adopted by the Secretary of the Interior in 2007. 

OP 2 provides details on how Western will market Navajo Surplus. 

Western will make forward sales of Navajo Surplus Western will make forward sales of Navajo Surplus. Any remaining Navajo Surplus will be Any remaining Navajo Surplus will be 
sold day‐ahead or real‐time. 

At the end of each year, the parties will compare the amount of Navajo Reserved Energy to 
the actual CAP energy needs for that year. If more Navajo energy was reserved than was 
actually needed, then the excess is deemed to be Residual Navajo Surplus that was 
purchased by CAWCD. OP 2 provides a formula for determining Residual Navajo Surplus 
and for calculating the payment, if any, owed by CAWCD. 

All revenues from the sale of Navajo Surplus, including Residual Navajo Surplus, will be 
deposited into the Lower Colorado River Basin Development Fund. 
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Disposition of Navajo Reserved Energy 

As described in OP 4, CAWCD may use Navajo Reserved Energy either directly, by having it 
delivered to CAP loads, or indirectly by executing transactions in the electricity market. 
Market transactions may be used to effect shaping and displacement transactions that are 
intended to reduce CAP energy costs. 

CAP will deposit the net revenue from all shaping and displacement transactions into theCAP will deposit the net revenue from all shaping and displacement transactions into the 
Development Fund at the end of each year. To the extent that the deposit reduces the cash 
that CAWCD otherwise would have paid against its annual repayment obligation that year, 
CAWCD will apply a credit in an equivalent amount to a rate stabilization fund associated 
with the CAP energy rate. 

OP 3 and OP 5 describe how Navajo Reserved Energy will get to CAP loads. OP 3 provides 
details on how energy will be scheduled and tagged. OP 5 provides details on transmission 
loss scheduling. 

Not pictured are OP 6, OP 7 and OP 7T. OP 6 defines the parties’ roles and responsibilities 
in administering Navajo generation and transmission. The remaining OPs describe the 
billing process for Navajo energy (OP 7) and transmission (OP 7T). 
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