February 22, 2011

AWBA Staff Proposal on Clarifying Contract Eligibility
The Arizona Water Banking Authority (AWBA) has several goals and contractual obligations.  It was anticipated that those goals and obligations would be met utilizing unused Arizona Colorado River entitlement delivered through the Central Arizona Project.  To this end the AWBA entered into an Excess Water Contract with the Central Arizona Water Conservation District. Continuing this contractual arrangement is the AWBA preferred method for meeting its goals and obligations.  However, as Excess Water is reduced due to increased use by long term contractors and subcontractors, the AWBA may need to look at other opportunities for meeting its contractual obligations.  One of those opportunities appears to be some level of participation in the ADD Water Program.
In earlier ADD Water discussions, AWBA indicated that they did not anticipate a need for the AWBA to hold a long-term ADD Water contract due to the nature of the AWBA’s activities.  This is still the case.  However, because the AWBA may need to acquire water supplies on an interim basis to meet its current and future contractual obligations (Interstate and Indian firming), the AWBA did anticipate that it would be allowed to participate in the ADD Water Program in other ways.

Due to the evolving nature of the ADD Water Program there exists some uncertainty with regard to theAWBA’s ability to participate in the ADD Water Program.  This proposal is written to present the issue to the stakeholder group and provide recommendations for providing clarity regarding AWBA participation within the context of a changing program.

Specifically, the AWBA anticipated that the final ADD Water Program would include provisions allowing the AWBA to form potential partnerships with entities that hold a long-term contract or to purchase excess water made available under the ADD Water Program.  At the AWBA meeting in December 2010, CAWCD staff also suggested the AWBA could be a customer of spot-market water.  
Although AWBA and CAWCD staff have had discussions and agree that the AWBA would be allowed to participate in the ADD Water Program in the manner previously described, there has been no recognition of this in written materials distributed thus far.  There has actually been written information that dictates otherwise.  For example: 
· One of the core principles identified under the Contracts section of the November 17, 2010 Presentation of the ADD Water Program Proposal that was prepared by CAWCD staff, is to encourage partnering among eligible entities (slide # 21).  The next slide on contract eligibility states that the AWBA is “not eligible”.  This would indicate that the AWBA is not eligible for any type of ADD Water contract, particularly Spot-market contracts.
· The CAP Staff Add Water Program Proposal (Page3), states that the AWBA is not eligible to enter into a long-term contract.  It does not indicate if the AWBA can participate in Spot-market contracts or partner with other entities that hold long-term contracts.  Examples of mutually beneficial arrangements between ADD Water customers were also provided.  Of these examples, it appears that the second example might apply to the AWBA.  It is not clear if the entity seeking to partner with a long-term contract holder must also meet the same requirements as the holder of the long-term contract.
The AWBA recommends that in addition to continuing its contractual relationship with CAWCD for Excess Water, language be included in all future versions of ADD Water Program proposals that clarifies how the AWBA would be allowed to participate in the ADD Water Program. 
Proposed language is as follows:

The Arizona Water Banking Authority (AWBA) is not eligible to hold any type of long-term contract under the ADD Water Program.  The AWBA is eligible to:

1.  Enter into agreements with holders of long-term contracts for short-term or interim use of contracted water. 
2. Purchase any excess water within the ADD Water Program at a price established for the ADD Water Program.
3. Hold any other type of short-term or spot-market contracts.
