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ARIZONA WATER BANKING AUTHORITY

Potential Policy Regarding Distribution of Long-Term Storage Credits for M&I Firming
As CAWCD’s recovery planning has progressed, questions have been raised concerning the AWBA’s role in the plan and if the AWBA needs to develop policies regarding the distribution of credits.
Four Cent Tax Credits

The authority’s role is fairly specific in the distribution of the credits earned with the four cent tax:
…shall distribute long-term storage credits accrued with monies deposited in the fund in accordance with section 48-3715.03, subsection B only for the benefit of the county in which the monies were collected. The authority shall distribute these long-term storage credits to CAWCD to the extent necessary to meet the demands of CAWCD's municipal and industrial subcontractors during times in which CAWCD's diversions from the Colorado River have been or will be disrupted by shortages on the Colorado River or by disruptions in operation of the central Arizona project.
The statute is silent on how the AWBA will accomplish the distribution. Some questions that will need to be discussed and answered are:
· When are the credits distributed to CAWCD?
· Should credits be distributed for water that is requested for the purpose of accruing long-term storage credits?

· Are credits returned to the AWBA if CAWCD did not actually need them or do they stay with CAWCD until they are needed?

· What accounting is required for the AWBA to be sure the credits are used in the County where the money was collected?
· Does the AWBA retain any control over the credits once distributed to CAWCD?
· Should the AWBA be concerned about an equitable distribution of the credits within the County?

Withdrawal Fee Credits

The authority’s role is not as specific in the distribution of the credits earned with the withdrawal fees:
…shall distribute or extinguish long-term storage credits accrued with monies collected in accordance with section 45-611, subsection C, paragraph 3 only for the benefit of the active management area in which the monies were collected. The authority may distribute or extinguish these long-term storage credits to the extent necessary to meet the demands of CAWCD's municipal and industrial subcontractors during times in which CAWCD's diversions from the Colorado river have been or will be disrupted by shortages on the Colorado river or by disruptions in operation of the central Arizona project, to implement the settlement of water right claims by Indian communities in this state or, on request from the director, to meet the other water management objectives set forth in chapter 2 of this title.
Because the statute is not as specific when dealing with the withdrawal fee credits, an entire set of different questions could arise leading to additional polices.  Some of those questions are:
· Should the AWBA establish a priority for the use of withdrawal fee credits?

· Should the AWBA reserve a quantity of withdrawal fee credits that will be available for M&I firming?

· Should the AWBA wait until there is an actual demand for the credits before they are identified?

· Should a formal consultation process be developed with CAWCD and M&I subcontractors before credits are distributed?
· If withdrawal fee credits are identified, who does the AWBA distribute those credits to?

· Should the AWBA treat those credits similar to the four cent tax credits and distribute to CAWCD? 

· Once distributed for M&I firming, how does the AWBA insure the credits are used in the Active Management Area where the fees are collected?
· How are credits returned to the AWBA if they are not fully utilized by the entity that received the credits? 

· Does the AWBA distribute these credits before the four cent tax credits are fully utilized?

