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The Arizona Water Banking Authority is authorized to utilize credits accrued with groundwater withdrawal fees for certain purposes, including firming CAP Municipal and Industrial (M&I) subcontract supplies during shortages, implementing the settlement of water right claims by Arizona Indian communities, or, on request from the Director, to meet water management plan objectives of the Arizona Groundwater Code. Because these credits can be used for various purposes and there are limited credits available, there could be competition for how these credits are used in the future. The table below estimates the amount of withdrawal fee credits that will be accrued through calendar year 2014. 
Estimated Amount of Withdrawal Fee Credits Accrued through 2014
	Active Management Area
	Long-term Storage Credits (Acre-feet)

	Phoenix 
	305,650

	Pinal 
	414,700

	Tucson 
	97,540

	Total
	817,890


*estimated credits for 2014 are based on the preliminary 2014 Plan of Operation
The various purposes are summarized below, with estimated amounts that could be used for each purpose.
1. M&I firming – Assuming the 4¢ ad valorem tax is not renewed, withdrawal fee credits could be used to meet M&I firming goals. Based on the Ten-Year Plan (2014-2023):
a. All the withdrawal fee credits in the Tucson AMA would be needed and would only result in achieving 70% of the firming goal.
b. About 18,500 AF of credits would be needed in the Pinal AMA.
c. If the AWBA accrues fewer credits than anticipated because of decreases in water availability, additional credits would be needed.

2. Indian firming – The AWBA could dedicate existing withdrawal fee credits to meet its Indian firming goal estimate of 550,000 acre-feet. At the end of 2014, the AWBA will have an estimated 720,350 acre-feet of credits accrued in the Phoenix and Pinal AMAs.  Subtracting 550,000 acre-feet would leave only 170,350 acre-feet remaining for other water management purposes: 17,337 acre-feet in the Phoenix AMA and 153,013 acre-feet in the Pinal AMA. 

3. Water Management Goals of the AMAs - There are projected to be nearly 820,000 acre-feet of withdrawal fee credits accrued by the AWBA by the end of 2014.  Those withdrawal fee credits could be used to help address numerous water management issues. Some of the following uses may require a change in legislation.

a. Agree not to recover withdrawal fee credits in “hot spots”.  “Hot spots” are areas short in physical availability, areas of known or projected groundwater decline and subsidence prone areas.
b. Identify areas with water quality issues and agree not to recover AWBA withdrawal fee credits in a way that would further aggravate the water quality issue.
c. Extinguish withdrawal fee credits during shortages to offset the incidental recharge factor in the Safe Yield formula associated with agricultural surface water use that would have occurred had CAP water been available.
d. Extinguish withdrawal fee credits to offset pumping by M&I users who would have received excess CAP water (e.g. nurseries, golf courses, etc.). 
e. Use withdrawal fees to purchase long-term storage credits held by others in areas where the AWBA is not able to store water.
f. Use withdrawal fees to incentivize storage by others at GSFs located in proximity to “hot spots”.
g. Exchange withdrawal fee credits with the CAGRD to better target the obligations of both the CAGRD and the AWBA.
Because each of the three opportunities identified are competing for the same withdrawal fee credits, any additional funding to assist in meeting the first two opportunities, M&I and Indian firming, would increase the credits available to meet the water management objectives of the AMAs.
