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TOPIC AREA:  CAGRD and ADD water
This policy paper addresses all of the clarifying questions and specifically addresses:

Q26 – How does ADD water work with CAGRD?

Background information can be found in the Summary of Stakeholder Team Alternatives and the Summary of Stakeholder Agreements and Areas of Further Discussion. Points of emerging consensus related to the CAGRD can be found in all the policy papers produced to date.  The summary of emerging consensus below restates those agreements relative to how they are applied to the CAGRD.

Summary of emerging consensus:

1. CAGRD is eligible to obtain a water service contract for ADD water that entitles it to delivery of a specified amount of water for a specified period of time, but not a specified source of supply.

2. Like other ADD Water contractors, CAGRD will determine its own need for ADD Water.
3. CAGRD is eligible for any class of ADD water contract including:  long-term or short-term service, interruptible or spot market.

4. CAGRD can use ADD water under its contract for legal purposes under applicable state and federal law, including underground storage and recovery and replenishment.

5. To opt-in to the ADD Water program, CAGRD must sign an ADD water contract and comply with all financial requirements either described in the contract or otherwise due at the time the contact is signed.

6. CAGRD must use its ADD water inside the CAP's three county service area.

7. If the CAGRD does not use its entire contract amount, it should not be able to market the unused supply to others.

8. CAGRD may not independently assign any part of its ADD water contract to another entity.

9. If CAGRD decides to opt-out of a portion of its ADD Water contract, then a water provider serving member lands or a member service area will hold the first priority for receiving the assigned contract if the assigned water will be substituted for excess groundwater pumping and will reduce the CAGRD's replenishment obligation. 
10. If an ADD Water contractor decides to opt-out of its contract and CAGRD is required to replenish excess groundwater delivered within the assigning contractor's service (or development) area, then CAGRD holds a priority to the assigned water that is second only to an entity assuming responsibility to deliver the water within the assigning contractor's service (or development) area.
11. CAGRD is not restricted to obtaining ADD water contracts only.  CAGRD may secure water supplies independently (e.g. contracts for effluent).

12. Like other ADD water contractors, CAGRD would have the first right of refusal to unused ADD water supplies.

13. During a shortage, CAP would not deliver water to the CAGRD for any spot-market or interruptible ADD water contracts.

14. CAGRD will pay two fixed postage stamp OM&R rates:

· ADD water contractors will pay an ADD water fixed OM&R rate designed to cover OM&R costs tied to clearly separable and identifiable ADD Water assets.  Any fixed OM&R costs that are not based on clearly separable and identifiable ADD Water assets will be incorporated into the existing CAP fixed OM&R rate and paid by both existing CAP customers and ADD water contractors.

· ADD water contractors will also pay their share of the existing CAP fixed OM&R rate.

15. CAGRD would be required to pay fixed OM&R costs for water scheduled for delivery whether taken or not.  CAGRD would be relieved of this obligation only to the extent that CAP, or the CAGRD, is able to find another customer for any unused water.

16. As a result of Project Wheel, the CAP Board approved an interim set-aside of CAP aqueduct capacity for CAGRD totaling 105,000 AF/year.  This volume was based on CAGRD’s projected annual replenishment obligation for members enrolled through 2015, the majority of which are already enrolled (therefore limiting the amount of “up-front funding” that can be generated from those members).  Under this proposal, CAGRD would maintain its right to use up to an average of 105,000 AF per year of CAP aqueduct capacity for the transportation of Interruptible ADD Water.  Transportation of this Interruptible ADD Water must be accomplished without harm to CAP contractors and subcontractors and may be transported through the additional capacity developed under the ADD Water program only if that capacity is not needed to meet Long-Term and Short-Term ADD Water contract demands.  In other words, CAGRD’s Interim Set-Aside capacity will be replaced with a commitment for use of the space “in between” CAP deliveries and ADD Water Long and Short-Term contract deliveries.  Thus, the availability of capacity under CAGRD’s set-aside is subject to reduction from year-to-year (possibly to zero) due to (1) surplus declarations on the Colorado River, or (2) canal outages required for repair or maintenance.  Rights granted under this set-aside do not limit CAGRD’s ability to contract for Long and Short-Term ADD Water service under the same terms as other ADD Water contractors.

Issues to Hammer-Out:

These issues will be discussed in the Hammer-It-Out Group:

1. 
2. How can we make sure that the cost of ADD Water contracts does not drive all new growth to the CAGRD?

3. How do CAGRD members recover money they've paid to CAGRD if they want to contract for ADD Water themselves at a later date?

4. Relationship between the CAGRD Plan of Operation, ADD water plans of operation and the Assured Water Supply program. (no strawman developed)


      

Issue #2: Prevent ADD Water from Driving Growth to the CAGRD
Strawman Proposal #1:   All CAGRD membership enrollments occurring after the implementation of ADD Water must be conditioned on the payment to CAGRD of an amount sufficient to cover CAGRD’s costs of acquiring an ADD Water contract that is large enough to meet the member’s projected annual replenishment obligation at build-out.  Alternatively, the prospective member may acquire its own ADD Water contract and transfer it to the CAGRD in lieu of cash payment.  The payment or contract transfer for a member may occur incrementally, but must ensure that CAGRD has access to ADD Water prior to incurring a replenishment obligation.  [Note: this proposal will likely necessitate different assessment rates for members that enrolled before ADD Water vs. those that enroll after ADD Water is implemented] 
Strawman Proposal #2:  It is important to structure CAGRD rates and fees to avoid driving growth to the CAGRD and away from ADD Water contracts.  After the amount and timing of payments due by ADD Water contractors under their contracts are determined, CAGRD rates and fees will be adjusted so that the amount and timing of the CAGRD rates and fees are comparable to those payable by other ADD Water contractors.
Issue #3: Conversion from Replenishment to Direct Delivery of ADD Water
Strawman Proposal #1:
A. For members that paid ADD Water costs up-front, CAGRD will agree to transfer that portion of its ADD Water contract that was acquired in conjunction with that member’s enrollment to the water provider that commits to serve the member, thereby reducing the volume of excess groundwater delivered to the member.  This will require formal acknowledgement by ADWR that CAGRD’s replenishment obligation is reduced.  

B. For members that did not pay ADD Water costs up-front, CAGRD will keep track of the total amount of fee and rate revenues generated on behalf of the member for water supply acquisition.  CAGRD will agree to transfer that portion of its Interruptible Add Water contract that was acquired in support of that member’s enrollment, up to the total value associated with water acquisition revenues collected, to the water provider that commits to serve the member ("recipient"), thereby reducing the volume of excess groundwater delivered to the member.  This will require formal acknowledgement by ADWR that CAGRD’s replenishment obligation is reduced.  To the extent the recipient wishes to convert the Interruptible ADD Water contract into a Long-Term ADD Water contract, CAWCD will allow the conversion only if (1) all other opt-out/opt-in conditions are satisfied, and (2) the recipient agrees to pay to CAWCD the difference in cost between an Interruptible ADD Water contract and a Long-Term ADD Water contract.
Strawman Proposal #2:

A. For members that join CAGRD post-ADD Water, CAGRD will agree to transfer that portion of its ADD Water contract equivalent to the build-out demand for the member to the water provider that commits to serve the member, thereby reducing the volume of excess groundwater delivered to the member.  The water provider must assume the remaining payment obligations due for the transferred portion of the ADD Water contract.  This will require formal acknowledgement by ADWR that CAGRD’s replenishment obligation is reduced.  
B. For members that join CAGRD pre-ADD Water, CAGRD will keep track of the total amount of fee and rate revenues generated on behalf of the member for water supply acquisition.  CAGRD will agree to transfer that portion of its Interruptible ADD Water contract that was acquired in support of that member’s enrollment, up to the total value associated with water acquisition revenues collected, to the water provider that commits to serve the member ("recipient"), thereby reducing the volume of excess groundwater delivered to the member.  The recipient must assume the remaining payment obligations due for the transferred portion of the Interruptible ADD Water contract.  This will require formal acknowledgement by ADWR that CAGRD’s replenishment obligation is reduced.  To the extent the recipient wishes to convert the Interruptible ADD Water contract into a Long-Term ADD Water contract, CAWCD will allow the conversion only if (1) all other opt-out/opt-in conditions are satisfied, and (2) the recipient agrees to pay to CAWCD the difference in cost between an Interruptible ADD Water contract and a Long-Term ADD Water contract.
Issue #4: Relationship between ADD Water and the CAGRD Plan of Operation
Strawman Proposal:  The next Plan of Operation for CAGRD should be deemed to be consistent with the management goal of the Phoenix, Pinal and Tucson AMAs, so long as CAGRD enters into an Interruptible ADD Water contract and certain reasonable benchmarks are achieved.
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