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Summary

The Arizona Water Banking Authority (AWBA) was given several objectives when it was established in 1996, which include protecting municipal and industrial (M&I) water users during times of drought, facilitating Indian water rights settlements, and assisting in meeting the State’s water management objectives.  The AWBA meets these objectives through the storage of Central Arizona Project (CAP) water.  While the AWBA has stored over 3.4 million acre-feet (MAF) of CAP water, resulting in 3.2 MAF of long-term storage credits (credits), the AWBA has not yet met its storage goals.  The amount of CAP water available to the AWBA has decreased significantly the last few years as use by other higher priority CAP water users has increased. Water availability will further decrease if Colorado River water becomes limited by on-going drought. The decrease in supplies coupled with increasing costs will put the AWBA further behind in meeting its goals and limit its ability to provide critical supplies when needed. A legislative change that authorizes the AWBA to purchase credits could help address the issue of decreased CAP supplies available to the AWBA.
Proposal

Amending the statutes to provide the AWBA the authority to purchase credits would facilitate the achievement of AWBA goals and obligations by allowing the AWBA to accrue credits even in years when CAP supplies are curtailed or unavailable.  The ability to purchase credits would give the AWBA additional flexibility as it works towards accomplishing its firming goals, while also expanding opportunities for meeting water management objectives by acquiring credits stored in areas where direct storage of CAP water by the AWBA is not available.  By purchasing credits the AWBA could accrue more credits at or near today’s rates which could reduce the AWBA firming cost. 

In addition, the AWBA is obligated to replace existing general fund appropriation credits after they are used to firm non-Indian supplies.  The need to replace these credits could occur at a time when water is unavailable to the AWBA making it difficult to replace the credits through traditional storage.  The ability to purchase otherwise unused credits could improve the AWBA’s ability to quickly replace the credits so that they can once again be available for firming supplies. It would also assist the AWBA in determining the cost of the replacement credits that must be paid by the entity that benefitted from the credits.
Background and Issue
The AWBA was established by the Legislature in 1996 to store Arizona’s unused Colorado River entitlement to protect Arizona M&I water users against future shortages, to facilitate Arizona Indian water rights settlements, and to assist the state in fulfilling the water management objectives of the 1980 Groundwater Code. By storing water, the AWBA accrues credits that can be recovered to provide critical backup supplies (“firming”) of Colorado River and CAP water during shortages.  The credits can also be extinguished to mitigate the effects of groundwater pumping on the aquifer.
To date, the AWBA has accrued over 3.2 MAF of credits to meet Arizona’s future water needs. Of this amount, approximately 2.5 MAF of credits have been accrued for M&I and Indian firming purposes and about 676,000 have been accrued for meeting groundwater management objectives. Based on the current estimated firming goals totaling 3.6 MAF, the AWBA will need to store roughly 1.2 MAF of CAP water to accrue the additional 1.1 MAF of credits that are needed.  The current firming goals are best estimates of supplies that may be needed in the future.  These estimates could change if hydrologic conditions change as certain climate models would suggest.  Furthermore, while the AWBA may have an estimated numeric goal for meeting Indian firming needs (550,000 AF), the AWBA is required to provide back up supplies whenever they are needed during the 100-year firming timeframe, the actual amount needed could exceed that goal.
The annual volume of CAP water available to the AWBA for storage has decreased significantly since 2010 due to increased use by higher priority water users. While this increase in use was anticipated, it occurred earlier than expected and has affected the AWBA’s ability to store the volumes of water originally projected. In 2013, the AWBA had only 53,000 acre-feet of CAP water available for storage: 40 percent of AWBA 2012 storage and 21 percent of AWBA average annual historic storage volume of 253,000 acre-feet. 
The magnitude of the impact is apparent when the AWBA’s 2012 and 2013 ten-year planning projections are compared. The 2012 projections identified over 1.2 MAF of CAP water available, while 2013 planning projections show that only 690,000 acre-feet would be available over the next ten years. These volumes may also be optimistic given the recent projections by the Bureau of Reclamation that suggest that if current hydrologic conditions on the Colorado River persist, Arizona could face its first ever shortage by 2016.  The potential shortage is not expected to result in a firming requirement for the AWBA, however it would mean the AWBA would not have supplies available for storage in 2016 and perhaps future years because of its status as a low priority CAP water user. 
The amount of water that the AWBA can actually use for storage is also influenced by the cost per acre-foot of CAP water, which has increased significantly the last few years and is slated to increase annually due to higher energy costs.  The increasing costs could further reduce the amount of water that can be stored by the AWBA. The decrease in supplies in conjunction with increasing costs will put the AWBA further behind in meeting its goals and its ability to provide critical supplies when they are needed.
The AWBA’s authority to purchase credits in not unprecedented, but is however only allowable under limited circumstances.  The AWBA is currently authorized to purchase credits accrued by the Tohono O’odham Nation although the amount of credits available for purchase under this authority are limited and there are restrictions as to where these credits can be recovered.   The AWBA can also purchase credits if they are needed to meet a replenishment obligation in the Southside Protection Zones established under the Gila River Indian Water Settlement Program. 

Recognizing the AWBA’s responsibilities, particularly as the agent of the state for meeting Indian settlement obligations, the AWBA was given the statutory authority to obtain and store other renewable supplies when CAP water is unavailable. While these other resources may prove essential, the ability to store these supplies could also require the installation of costly infrastructure if the water is located in areas where recharge facilities are not readily accessible.  Authorizing the AWBA to purchase existing credits could provide a more cost-effective alternative.
