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I.
WATER SUPPLY

A.
Phased Approach
1.
The ADD Water Program would be administered in multi-year phases.

2.
ADD Water contractors would enter into a standard form ADD Water contract with CAWCD that has been approved by the CAWCD Board of Directors.  The ADD Water contract would be a bifurcated contract consisting of a contractual:

· “Planning stage” during which contractors would absorb the costs of planning, negotiating for supplies, and other pre-acquisition costs; and an

· “Implementation stage” during which contractors would pay the costs of supply acquisition, infrastructure construction, and actual water delivery.

3.
The total volume and actual closing date for each phase would be fixed by CAWCD in consultation with ADD Water contractors during the planning stage and would be based upon the identified demand for ADD Water and the volume of water supplies that the planning studies suggest could be available within a reasonable range of costs.

4.
The final number of contractors that could participate in a phase would be limited based on their signing an ADD Water contract prior to the phase's identified closing date.

5.
Prior to the closing date and/or prior to the implementation stage, an ADD Water contractor could opt out of the contract and would incur no further financial responsibility in that phase.

6.
CAWCD would open a new ADD Water phase once the previous phase has closed.
B.
Types of ADD Water Supplies/ADD Water Supply Portfolio
1.
CAWCD and ADD Water contractors would work together during the contractual planning stage to identify a pool of water supplies that would meet the contractors’ needs.  

· The mixture of permanent, 100-year, short-term and temporary water supplies that are needed and available to meet contractors’ need would be identified, defining the expected costs and relative reliability of the water supplies to be acquired for that phase.

· Contractors’ needs and expectations would be matched to supplies that may be available at particular price points.

2.
The water supplies for each phase would be bound by contract to that phase.

· Contractors within a phase would share the relative risks and benefits of the water supplies that they mutually agree to pay for.

· The capital costs of water supplies and supply-specific operational costs would be unique to that phase.

3.
The assured water supply eligibility of a long-term ADD Water contract within a particular phase would be determined by ADWR (under existing rules) based on the actual types and combinations of water supplies that are associated with long-term contracts in that phase.

· All ADD Water supplies must be physically and legally available at the time contracts are signed for the water.

4.
Acquisition of Colorado River supplies must not be detrimental to CAP ("Project") Water.

· For example, if water was purchased from a Colorado River contractor with currently unused demand, the use of that water for ADD Water must result in an actual reduction in that Colorado River contractor’s consumptive use, rather than a reduction in the amount of water that would otherwise be diverted for the CAP.

II.
CONTRACTS
A.
Classes of ADD Water Contracts

1.
The classes of ADD Water Contracts are the same as provided in the Summary of Emerging Consensus (SEC) Q4 (i.e., long-term, short-term, interruptible and spot-market).  

· For practical purposes, these could be divided into long-term contracts, spot market contracts, and “special contracts.”
2.
Long-term contracts will be for permanent service.

· The eligibility of a long-term contract for assured water supply purposes will be based on ADWR’s evaluation of the underlying water supplies for a particular phase as described above.
3.
Spot-market contracts will be annual contracts for unscheduled ADD Water.

4.
Special contracts could be made available to provide water to a contractor for a defined period or on defined terms, and would be developed during the contractual planning stage to meet the needs of particular contractors and/or dispose of supplies that are expected to be available, but will not support long-term contracts.
B.
Allocation Method

1.
ADD Water contractors determine their own needs and what they are willing and able to pay.


2.
ADD Water supplies within a phase would be allocated during the contract planning stage for that phase among contractors that sign ADD Water contracts prior to an identified closing date.

3.
If the requested demand among ADD Water contractors that sign contracts prior to the closing date of a phase exceed the supplies that are identified in the planning stage or that are actually available during the implementation phase at a particular price point, supplies would be shared (based on pro-rata reductions) among the types of contract (i.e., long-term, special).

4.
During the implementation stage, if more water supplies are acquired than are needed by existing contractors, others persons may opt in by signing an ADD Water contract and paying their proportionate share of the planning costs.

III.
FINANCES

A.
Pre-Launch Costs
ADD Water Contractors, including CAGRD, who enter into a standard form ADD Water contract, will pay for the planning stage costs.

B.
Water Supply Acquisition Costs

1.
None of CAWCD’s existing revenue sources may be used for the ADD Water Program, except to the extent that CAWCD may legally use monies for CAGRD purposes.

2.
ADD Water contractors (including CAGRD) will be required to provide 100% of the water acquisition charge at the time of contracting.  If CAWCD is able to negotiate flexible payment terms with the sellers, CAWCD may be able to offer some payment flexibility to contractors.

3.
Water supply costs would be determined separately for each phase, and the costs and benefits will remain with that phase.

4.
Capital costs of supply acquisition and supply-specific operation costs would be equitably allocated among the primary contract types based on the cost of the underlying supplies.

· All long-term contracts within a phase would pay the same amount per acre-foot for water.

· Contractors with special contracts might pay a lower price depending on the actual cost of the supplies available to those contractors.

IV.
CAGRD AND THE ADD WATER PROGRAM  
Post-ADD CAGRD Obligations

Post-ADD member lands and member service areas will be required to provide CAGRD with a permanent water supply to meet their post-ADD obligations at build out, or they must pay CAGRD prior to enrolling to acquire sufficient supplies to meet their post-ADD obligations at build out.

V.
RELATIONASHIP TO ASSURED WATER SUPPLY REQUIREMENTS
1.
CAWCD will not be a guarantor of an assured water supply for any contractor. 

2. 
While a municipal provider or a developer may commit ADD Water for which it 
has contracted for the purpose of demonstrating an assured water supply, each 
municipal provider or developer will remain responsible for demonstrating that is 
has an assured water supply.

3.
The assured water supply eligibility of a long-term ADD Water contract within a particular phase would be determined by ADWR based on the actual types and combinations of water supplies that are associated with the long-term contracts in that phase.

4.
The Department of Water Resources’ current assured water supply program would remain intact.
� This draft proposal (which remains a work in progress) was put together through discussions among individuals associated with Resolution Copper, Salt River Project, Arizona Public Service, Central Arizona Irrigation and Drainage District, Hohokam Irrigation and Drainage District, potential water suppliers, the City of Tucson, and AMWUA and its members.
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