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Premise
CAWCD will acquire ADD Water supplies on a phased approach and offer contracts for each phase.

Size and Timing of Each Phase

The size of each phase:

1.
Will be based on the demand for ADD Water and the amount of ADD Water that CAWCD is able to acquire during that phase.   

2.
Will be determined during a feasibility or planning period.  

3.
Could be limited by an upper amount of water that may be acquired for any phase (for example, no greater than 100,000 acre-feet).
   

4.
Could be limited by a number of years that water could be secured for any phase (for example, the amount of ADD Water CAWCD is able to acquire over a five-year period).

A subsequent phase could begin before acquisition of water supplies for a previous phase is completed if the subsequent phase is not competing for the same supplies and sufficient canal capacity is available for the subsequent phase.

Funding the Acquisition of ADD Water Supplies

Defer to Finance Task Team.
Capital Costs for ADD Water Supplies

[Note:  The Summary of Emerging Consensus (SEC) states that "the costs of acquisition and development of water supplies that CAP has identified and made available for contract would be shared proportionately and on a net present value basis among all ADD water contractors who contract for those supplies."  SEC Q17.3.  The SEC also provides that, "Future ADD water customers should be required to mitigate any adverse financial effects on existing participants."  SEC Q8.1.]
In order to allow potential contractors to determine whether to contract for ADD Water and to ensure some reasonable price predictability, capital costs for ADD Water supplies will be determined separately for each phase.  Costs within a phase could differ depending on the type of ADD Water contract (e.g., long-term, short-term, etc.).

Priority Within and Between Phases

[Note:
The SEC states that "ADD Water contracts would not be linked to a specific water supply, canal capacity or power source operationally (emphasis added), but rather entitle the contractor to delivery of a specified volume of water from the ADD water supply."  SEC Q14.2.  The SEC also provides in Q12.1:

"Assuming a diverse portfolio is insufficient to thwart a temporary reduction in available water, CAP would implement the following shortage delivery strategy:

· CAP would not sell any water under spot-market ADD water contracts.

· CAP would discontinue service to all interruptible ADD water contracts.

· All other ADD water contracts would share the same priority and would be subject to the following:


-  ADD water contractors would submit schedules that incorporate


voluntary reductions.


-  If requests still cannot be met, CAP would consult with all ADD 

water contractors to determine best way to fulfill all delivery 
requests to greatest extent possible. 

· If supplies acquired need firming, CAP would develop a program that could involve acquiring additional water supplies or storing unscheduled ADD water to either offset shortages or to firm long-term ADD water supplies."]
The water supplies acquired for a phase will be bound by contract to that phase and the contract will dictate how shortages of the supplies within that phase will be governed.  
Over-Subscription in a Phase
If requests for ADD Water in a phase exceed the ADD Water Supplies acquired for that phase, the supplies will be shared on a pro-rata basis by type of contract (i.e., long-term, short-term, interruptible).

Participation in Planning and Budgeting

[Note:  The SEC provides that "Potential ADD water contractors should have the option to be involved in developing operational plans and budgets for ADD water through a formalized process.]

ADD Water contactors will be given "the option to be involved in developing operational plans and budgets" by signing an ADD Water contract that:

1.
Requires the contractors to pay the costs of a planning period.

2.
Requires CAWCD to consult with the contractor on potential water supply acquisitions and costs during the planning period.

3.
Allows the contractor to opt out of the contract before the actual acquisition of water supplies.

Relationship to Assured Water Supply Requirements

The determination of whether an ADD Water contract meets assured water supply requirements should be based on the type of ADD Water contract (i.e., long-term) and the character of the ADD Water supplies associated with that contract.  The Department of Water Resources' current assured water supply program would remain intact.

� This Strawman Proposal presents the ideas of the Contracts Task Team to date.  However, not all of the ideas contained in this proposal have the unanimous support of the Task Team.


� A limit on the amount that could be acquired in any phase could help to alleviate fears that there won't be future phases.
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