Maricopa-Stanfield Irrigation & Drainage District

Comments to CAP ADD Water Program Proposal:
(Prepared by Brian Betcher, General Manager)

Market-Based Allocation System:

General Thoughts:

1. Nothing in this section is reference or tied to the SEC.

2. This may create a competitive disadvantage – un-leveling the playing field

3. May be more complex than it needs to be.

4. Rather than auction need methodology to distribute at actual cost when phase is over-prescribed.
5. Allocation needs to be Cost-Based not Market Based.

6. Allocation Methodology needs to be re-evaluated.

Comments:

· The idea of a market-clearing price is not consistent with the intent of the SEC. We have never talked about the concept of pricing to a level where demand equals supply. 

· I believe the stakeholders are working from the framework that ADD water would not be inexpensive and would not be “allocated” or subsidized in any way. They are also assuming that pricing would not be substantially higher than the actual cost to acquire and build infrastructure for delivery.

· I believe the SEC anticipates a cost-based approach. In other words entities pay what it costs to purchase and deliver – not what some entity would be willing to pay.

· Certain cost could be defined to include some agreed to mark up to assist in acquisition of supplies for subsequent phases.

· This proposal works to the benefit of cash rich entities and to the disadvantage of those who cannot “stay” in the bidding.

· This process raises the price to reduce demand rather than seeking a way to reduce requests to fit the available supply at whatever the cost of that supply is.

· Allocation Methodology could be based on criteria that considers population, service area size, access to other supplies, etc. There could be some kind of weighting criteria or just a simple calculation such as: The phase is over prescribed by 20% at the floor price. Every entity is reduced by 20%. Perhaps minimum acquisition blocks are determined to avoid contract volumes that are too small.
· A subcommittee to evaluate criteria for distribution of each phase may be an idea
Balance of Program Proposal:

MSIDD has not had an opportunity to review the entire proposal in detail, however, based on the presentation and associated handouts, it finds the overall proposal to be reasonable and well thought out. Further review may expose more concerns but only the market-based allocation system is a concern at this time as summarized above.

