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EXECUTIVE SUMMARY

The primary purpose of “Project Wheel 2002” is to engage a dialogue concerning the highest and best use of excess capacity in the CAP aqueduct system.  The Project Wheel team estimates that, during normal water supply years on the Colorado River, there will be about 300,000 acre-feet of excess canal capacity annually available.  There are sufficient Colorado River and western Arizona groundwater supplies to fill this capacity.  In short, the excess canal capacity may represent the next increment of long-term water supply available to central Arizona.

There are two fundamental questions related to this next increment of long-term water supply.  The first question is what degree of control should CAWCD retain over excess canal capacity.  The second question is how should excess canal capacity and, hence, access to new water supplies filling this capacity, be allocated.

Through its research and an extensive public process, the Project Wheel team has identified three perspectives to help answer these questions.  The first perspective represents a “delivery agent” approach, where CAWCD dedicates all excess canal capacity to wheel non-Project water on a long-term, assured water supply basis.  The second perspective represents a “water provider” approach, where CAWCD retains control over excess canal capacity and acquires new water supplies to fill that capacity.  The third perspective represents a “hybrid” approach that incorporates portions from both the “delivery agent” and “water provider” models.  This approach sets aside, on an interim basis, some capacity for wheeling non-Project water and some for CAWCD development and delivery of a new water supply.  It should be noted that each approach would eventually require establishment of policies at the time of implementation to address such matters as water quality, rates and priorities.

PROJECT WHEEL TEAM RECOMMENDATION – HYBRID APPROACH

The team recommends the Board adopt a strategy that incorporates the hybrid approach to use and allocate excess canal capacity.  The team supports a blended approach for the following reasons:

· provides flexibility to address both the delivery agent and the water provider models;

· allows CAWCD to incrementally migrate toward a long-term approach that proves to be most effective over time; and 

· provides additional time to resolve the numerous complex and difficult issues associated with using excess canal capacity.  

Specifically, the Project Wheel team recommends:

A. CAWCD would set aside, on an interim basis, a portion of the excess canal capacity for wheeling non-Project water.

1. CAWCD would set aside, on an interim basis, excess canal capacity to wheel an amount, up to 38,000 acre-feet annually, of McMullen Valley groundwater held by the City of Phoenix.    

2. CAWCD would set aside, on an interim basis, excess canal capacity to wheel an amount, up to 15,000 acre-feet annually, of Planet Ranch surface water held by the City of Scottsdale.

3. CAWCD would set aside, on an interim basis, canal capacity to wheel an amount, up to 25,000 acre-feet annually, of Pinal County groundwater held by the City of Mesa. 

4. CAWCD would set aside, on an interim basis, excess canal capacity to meet a portion of the CAGRD’s current and committed replenishment obligation as of July 1, 2003.  The volume of non-Project water needed to meet this obligation will be developed as part of the CAGRD’s ten-year Plan of Operation.  At a minimum, the CAWCD would set aside, on an interim basis, 3,460 acre-feet of excess canal capacity for the CAGRD to wheel Harquahala Valley groundwater on behalf of the City of Scottsdale.  

5. Interim set asides provided under A.1 through A.3 are subject to the following conditions:

a. Interim set asides are non-transferable.

b. Interim set asides shall be subject to future Board policies.

c. Interim set asides shall be considered developed supplies for purposes of allocating any water developed pursuant to Part B. below.

6.
Other provisions related to interim set asides provided under Part A.

a. Entities with interim set asides are eligible to participate in the new water supply described in Part B.

b.
Interim set asides provided in Part A. and allocations of the new water supply provided in Part B. are of equal priority.

c.
Short-duration, short-distance wheeling will be accommodated subject to future Board policies.

d. Future purchases of non-Project supplies will not be guaranteed an interim set aside of canal capacity.

e. Wheeling principles will be developed by January 1, 2005.

B. CAWCD would conduct an implementation study to determine if it is feasible to develop a new water supply up to a volume of 100,000 acre-feet per year. 

1. CAWCD would complete the implementation study no later than January 1, 2005.

2. The volume of the new water supply would be limited to no more than 100,000 acre-feet per year.

3. The implementation study would be conducted using a thorough public participation process.

4. CAWCD would undertake the following specific actions:

a. Determine extent of CAWCD’s legal authority to acquire and develop the new water supply.

b. Coordinate with Arizona Department of Water Resources (ADWR) to determine how to make the new water supply assured water supply eligible and how the new water supply would be allocated.

c. Coordinate with U.S. Bureau of Reclamation (BOR) to determine how to address environmental compliance issues associated with the new water supply and contractual relationships.

d. Determine how to address excess canal capacity availability during surplus years.

C. CAWCD would reserve allocation of the remaining excess capacity for another day.

D. CAWCD would consolidate past Board actions.

I.
Introduction
On an on-going basis, CAWCD will annually divert approximately 1.5 million acre-feet during normal water supply years.  CAWCD staff estimates that approximately 1.8 million acre-feet of water can be safely conveyed through the CAP system on an annual basis.  This yields an available system resource of roughly 300,000 acre-feet
 per year.  There are sufficient Colorado River and western Arizona groundwater supplies to fill this capacity.  The purpose of Project Wheel 2002 is to engage a dialogue concerning the highest and best use of excess capacity in the CAP aqueduct system. 

There are two fundamental questions related to this next increment of long-term water supply.  The first question is what degree of control should CAWCD retain over its excess canal capacity.  The second question is how should excess canal capacity and, hence, access to new water supplies filling this capacity, be allocated.

Through its research and an extensive public process, the Project Wheel team has identified three perspectives to help answer these questions.  The first perspective represents a “delivery agent” approach, where CAWCD dedicates all excess capacity to wheel non-Project water on a long-term, assured water supply basis.  The second perspective represents a “water provider” approach, where CAWCD retains control over excess capacity and acquires new water supplies to fill that capacity.  The third perspective represents a “hybrid” approach that incorporates portions from both the “delivery agent” and “water provider” approaches.  Each approach would eventually require establishment of policies at the time of implementation to address such matters as water quality, rates and priorities.

In this Discussion Document, the Project Wheel Team recommends a hybrid approach that acknowledges existing water ranches, sets aside capacity for the CAGRD, explores the development of a new water supply and saves the majority of the excess canal capacity for dispensation at a later date.

CAWCD has a responsibility to manage excess canal capacity for the benefit of the customers and constituents residing in the CAP service area.  These customers and constituents vary from being long-term water service contractors to individual taxpayers, to member lands in the Central Arizona Groundwater Replenishment District (CAGRD).  CAWCD also has a responsibility to manage this resource in a manner that supports the water management goals of the state.  It is within this context that the CAWCD Board will ultimately make its decisions.

Since late March of 2002, the Project Wheel team has conducted a needs assessment survey, a review of industry practices, two Board Special Study Session, three public meetings to solicit input from customers and other stakeholders, as well as presenting information at numerous Board meetings.  Additionally, the Project Wheel team has prepared two significant work products.  The first work product, an issue briefing booklet
, was distributed at the May 23, 2002 Board Special Study Session.  The second work product is this Discussion Document, revised and distributed three times.  The Project Wheel team has met weekly for nearly thirty weeks.  All team meetings are summarized in meeting highlights as are all public meetings including the May 23 and September 19 Board Special Study Sessions.

In this Discussion Document, the focus of the debate is pointed toward the fundamental policy question at the center of wheeling non-Project supplies.  This document further provides a review and analysis of how other institutions address the use of excess canal capacity and, in addition, it analyzes the effect of past Board actions.  Finally, this document recommends a proposed strategy for using excess canal capacity and organizing past Board actions into a single comprehensive policy.

II.
Focus of the Debate on the Fundamental Issue
In April of 2002, the Project Wheel team conducted a needs assessment survey.  This survey shows that the demand for using excess canal capacity ranges from approximately 300,000 to 630,000 acre-feet
.  Wheeling non-Project supplies through the CAP on a first come, first serve basis is one method of allocating excess canal capacity
.  If taken, this approach at its extreme would result in virtually all excess canal capacity being used to wheel non-Project supplies held by the third parties identified in the survey.  Our work would be finished.

Historically, discussions concerning the use of excess canal capacity have focused on transporting non-Project water for third parties.   Over time, however, CAWCD has developed policies
 that support a broader use of system resources than just wheeling non-Project supplies.  These policies focus on:

· protecting Project water deliveries;

· controlling costs for Project water customers;

· delivering all Colorado River water available to CAP;

· facilitating the use of the CAP system to wheel non-Project water for third parties, to the extent that CAP customers and CAP facilities are not adversely impacted; and

· meeting the needs and responsibilities of CAWCD to effectively manage the CAGRD.

As a result of the Industry Brainstorming Session, comments from the Board at the May 23 Special Study Session and internal debate, the Project Wheel team realized that before CAWCD can decide how to address the issues pertaining to wheeling non-Project water, the fundamental question of what is the highest and best use of excess capacity in the CAP aqueduct system must first be addressed.  Excess canal capacity may represent the next increment of long-term water supply available to central Arizona.  To this end, excess canal capacity in the CAP is a vital resource and a valuable asset that CAWCD holds in trust for the water users of central Arizona.

As previously indicated, there are two fundamental questions related to this resource or asset.  The first is what degree of control should CAWCD retain over excess capacity.  Specifically, should CAWCD relinquish a certain amount of control and dedicate capacity to wheel non-Project supplies on a long-term, assured water supply basis?  Or, should CAWCD retain control of this capacity and acquire and develop a new long-term water supply?  The second question is how should excess canal capacity and, closely tied to this, the supply source that fills that capacity, be allocated.

To aid in answering the fundamental question of how excess canal capacity should be used, the Project Wheel team developed a continuum that is presented on the following page.  The continuum was presented to the Board in the form of a memo at the June 20 Regular Board meeting.  It was also presented to customers and other interested parties at the Industry Focus Group Session held on June 27.  At the far left side of the continuum, a delivery agent model is presented.  At the far right side of the continuum, a water provider model is presented.  In between the two ends of the continuum, a hybrid approach is presented.

Under the delivery agent model, a market approach to using excess canal capacity is assumed.  This approach would allow parties to compete for capacity most likely favoring those that secure non-Project water sooner than others.  CAP would operate the system to accommodate the different supplies to meet contractual obligations with various parties.  Each contract could be unique to each circumstance or condition.  Wheeling parties would obtain their own environmental clearances.  Water providers seeking an assured water supply would package their supplies, on a case-by-case basis, to accommodate CAP delivery constraints and ADWR rules.  To the extent firming is needed, individual parties would firm their own water supplies.  Finally, costs and charges would be determined on an individual basis and would likely be based on the actual cost to deliver a supply from the introduction point to the delivery point.

Under the water provider model, the continuum contemplates the development and delivery of a new 300,000 acre-foot water supply managed by CAP in addition to long-term supplies currently contracted as Project water.  This new supply would be allocated by ADWR, and CAP would enter into new water service contracts and would commit to deliver a certain volume of water.  CAP would acquire supply sources and combine them into an organized pool of water or set of pools.  CAP could choose to exercise any available supply option to meet 300,000 acre-feet of deliveries continuously.  CAP would obtain all necessary environmental clearances and the resulting new water supply would be made assured water supply eligible.  Finally, costs would be uniformly allocated to all users benefiting from the new water supply.

Under a blended or hybrid approach, some excess capacity would be set aside for wheeling non-Project water and some capacity would be managed by CAP for firming and augmenting long-term supplies.  The wheeled portion would be treated according to the delivery agent model; the new supply portion would be treated according to the water provider model.

At the Industry Focus Group Session, participants were asked to physically stand in a line along an imaginary continuum where one side of the room represented the delivery agent approach, the other side of the room represented the water provider approach and the middle represented the hybrid approach.  While participants primarily supported the hybrid approach, there was considerable support for both the delivery agent and the water provider approaches.

Generally, existing water ranch holders were supportive of the delivery agent model.  These parties argued that the delivery agent model “represents the smallest change from the status quo”
.  They further argued that under the water provider approach, CAP would be assuming a new role of acquiring and developing water supplies
.  One participant argued that “CAP’s governance structure” might not be appropriate to assume a water provider function
.  Others argued that wheeling non-Project water has been a tradition of Reclamation projects for a long time and that a change in this model is a significant change to the status quo and might even require legislative changes
.  

In support of the water provider model, some parties argued that obtaining assured water supply clearances might be easier for water providers
.  Others argued that the water provider model would result in operational efficiencies and perhaps even lower unit costs than the delivery agent model
.  In support of a blended or hybrid approach, participants described this alternative as being the most flexible and providing opportunity to meet the needs of existing water ranches while preserving capacity for a future allocation process
.

While some supplies may not be formally considered “Project Water” (e.g., CAP water stored by CAWCD or AWBA), these types of supplies will be transported as a replacement for Project water supplies using canal capacity that is available for normal use.  As such, transportation of these supplies will not constitute a use of “excess” canal capacity.  The primary focus of Project Wheel 2002 is the use of “excess” canal capacity.   For this reason, issues related to the transportation of such recovered long-term storage credits fall outside the scope of the current undertaking.

III.
Analysis of Industry Practices
In analyzing various industry practices
, the Project Wheel team realized that while there were many commonalities between others and CAWCD, the commonality is limited to easily resolved matters like protecting Project customers, distributing losses, wheeling charges, water quality, measurement and rights to non-Project supplies.  When it came to significant issues like prioritizing capacity and providing 100-year assurances, the policies and practices of most other entities were limited or silent.  

Additionally, team members realized that decisions about wheeling non-Project water are universally made on a case-by-case basis.  In short, there is no formula for making such decisions.  The team further concluded that many of the issues addressed in the practices of out-of-state parties have been addressed in Arizona under different terms.  For example, many of the agreements addressed the wheeling party’s right to the non-Project supply and whether or not the use of that supply causes injury to the location where the supply is taken from.  These types of issues have been addressed under the Groundwater Code in sections such as Article 8, Transportation of Groundwater.

Finally, team members realized that there were fundamental differences between CAWCD and these other entities.  In asking itself who are CAWCD’s customers and which of these customers have the right to use excess canal capacity, the team identified several categories of customers:  long-term water service contract holders, excess and incentive contract holders, member lands and service areas in the CAGRD and land owners paying property taxes throughout CAWCD’s three-county service area.  

In researching these other agencies, CAWCD was unique in its customer base.  For example, many agencies give priority to the equivalent of CAWCD’s water service contract holders.  Some will only provide wheeling services to “project petitioners” in the case of the Central Utah Project or CUP
.  Because CAWCD’s base of customers is so diverse, a policy to limit the use of excess capacity to long-term water service contractors may be too narrow in its interpretation.

Another fundamental difference between CAWCD and many of these agencies is CAWCD’s role in the state of Arizona’s Assured and Adequate Water Supply Program.  During the Industry Focus Group Session, several individuals expressed concern about CAWCD “getting into the assured water supply business”
.  Internally, Project Wheel team members have expressed concern about becoming entangled not only in assured water supply matters, but also in economic development and growth related matters.  

After further consideration, team members realized that CAWCD is already in the assured water supply business.  For over 600,000 acre-feet of long-term water service subcontracts for CAP water, CAWCD is responsible for making that supply assured water supply eligible.  Moreover, the CAGRD, a function of the CAWCD, is a part of the very fiber of the state’s assured water supply program.  As such, the question at hand is whether the 300,000 acre-feet of water that will fill the excess canal capacity should be assured water supply eligible.  If the answer to this question is yes, then the next question is what is the best method for making that water assured water supply eligible.  

Based on the work conducted to date, the Project Wheel team has concluded in order to achieve the goal of “best and highest use of excess canal capacity”, CAWCD should seek to fill that capacity with water supplies that are assured water supply eligible.

IV.
Past Actions of the Board Related to Wheeling
Since its inception, the Board of Directors for the CAWCD has taken several actions directly related to wheeling.  The Project Wheel team presented a history of these actions at the May 23, 2002 Board Special Study Session
.  

As a result of these past policies and events, CAWCD has developed an informal framework for wheeling non-Project water through the canal.  The following parameters, guidelines and rules regarding wheeling non-Project water have been incrementally developed as a result of past Board actions.

1. The Board supports wheeling non-Project water through CAP’s system.

2. Wheeling of non-Project water shall not interfere with deliveries of Project water.

3. The Board is willing to commit project resources to settle Indian water rights claims because of the overall public benefit realized.

4. Non-Project water wheeled for the purposes of settling Indian water rights claims is a higher priority than any other non-Project supply.

5. Wheeled non-Project water shall be subject to losses in proportion to total deliveries.

6. Existing delivery schedules should not be altered to accommodate wheeling non-Project supplies.
7. Legislative authority has created an opportunity for the CAGRD to wheel non-Project water up to 20,000 acre-feet using the Water Availability Status Program.
8. The City of Scottsdale has already entered into an agreement with the CAGRD where the CAGRD can use Harquahala groundwater to meet CAGRD obligations for Scottsdale in the event excess water is not available.
Some of these past actions are outdated.  For example, as a result of the settlement with the Gila Indian Reservation and other settlement with tribes since 1988, the overall Statement of Policies and Principles Regarding the Use of CAP Facilities to Facilitate Indian Water Rights Settlements may be unnecessary.  Many of the specific components of the policy, however, may still be applicable.  The Project Wheel team proposes to consolidate the existing policies into a single action for the Board’s consideration.

V.
Recommendation from Project Wheel Team
In order to balance customer and constituent needs and to be responsive to state water management goals, the Project Wheel team recommends a blended approach to achieve the best use of excess canal capacity.  This approach provides sufficient flexibility to address both ends of the continuum and to migrate incrementally toward a long-term approach that proves to be most effective over time.  Moreover, this alternative provides additional time to resolve the numerous complex and difficult issues associated with using excess canal capacity such as obtaining assured water supply and environmental clearances and determining pricing and other issues.

Specifically, the Project Wheel team believes the best use of the CAP system is to deliver 1.8 million acre-feet of water, on a sustainable basis, for beneficial use
 inside CAWCD’s service area.  To that end, the team recommends the Board adopt a long-term strategy to reach this objective.  

To solicit input from customers and other interested parties about the recommendation, the Project Wheel team conducted an Industry Response Session on August 15.  The team also solicited written comments.  The results of the Industry Response Session and the letters received are included in Appendix D of this report.

A.
Set aside, on an interim basis, a portion of the excess canal capacity for wheeling non-Project water

As a part of this project, the Project Wheel team conducted a needs assessment survey.  In response to this survey, parties requested capacity to wheel 264,000 acre-feet of secured
 non-Project supplies.
  In analyzing these requests, the team determined that only those supplies already secured by municipal water providers for use pursuant to Arizona Revised Statutes
 should be eligible for a an interim set aside of excess canal capacity at this time.  

The set asides described in this section identify, for a period of time, a certain volume of potential excess canal capacity for a specific entity.  These set asides are not rights or options which can be unilaterally exercised, but rather are only planning placeholders for possible use of excess canal capacity.  Ultimately, the set asides will either mature into executed wheeling contracts with CAWCD or expire under the terms set forth in future wheeling principles and policies adopted by CAWCD.

In addition to these interim set asides for water providers, the team determined that a portion of the excess capacity should be set aside for the CAGRD.

1. Interim Set Asides of Canal Capacity for Wheeling non-Project Water

a. The Project Wheel team recommends the Board set aside, on an interim basis, an amount up to 38,000 acre-feet per year of excess canal capacity to wheel the City of Phoenix’s McMullen Valley groundwater.

b. The Project Wheel team recommends the Board set aside, on an interim basis, an amount up to 15,000 acre-feet per year of excess canal capacity to wheel City of Scottsdale’s Planet Ranch water.

c. The Project Wheel team recommends the Board wheel an amount up to 25,000 acre-feet per year of the City of Mesa’s Pinal County groundwater.  While Mesa’s water ranch represents a use of canal capacity for wheeling non-Project water, because it would be a water exchange, it may not represent a use of excess canal capacity.

d. The Project Wheel team recommends that an amount of excess canal capacity be set aside, on an interim basis, for use by the CAGRD to meet a portion of its current and committed replenishment obligation determined as of July 1, 2003, as outlined below.  

By January 1, 2004, the CAGRD will have prepared its second ten-year plan of operation.
  As a part of this plan, the team recommends the CAGRD staff prepare a Board recommendation for the volume of excess canal capacity needed by the CAGRD.
  The CAGRD’s ten-year plan of operation should be developed within the context of a thorough public participation process.  Based on the ten-year plan, the Board can decide how much excess canal capacity should be allocated to the CAGRD.  

At a minimum, the team recommends that the Board set aside, on an interim basis, 3,460 acre-feet of excess canal capacity for the CAGRD to wheel Harquahala Valley groundwater on behalf of the City of Scottsdale under the terms of the Water Availability Status Contract to Replenish Groundwater Between CAWCD and Scottsdale.  

2. Conditions for Interim Set Asides

The team recommends the interim set asides identified under A.1.a through A.1.c be subject to the following:

a. Interim set asides are non-transferable.

b. Interim set asides shall be in accordance with future Board principles and policies governing the transportation/wheeling of non-Project water and shall be pursuant to a wheeling agreement with CAWCD.

c. Interim set asides should be recognized by ADWR as “developed supplies” for purposes of allocating any water supply developed pursuant to Part B of this recommendation.

3. Other Recommendations Related to Interim Set Asides

The Project Wheel team recommends that the Board:

a. Allow the cities of Phoenix, Mesa and Scottsdale and the CAGRD to be eligible to participate in the new water supply described in Part B of this recommendation.

b. Give equal priority to the use of excess canal capacity for interim set asides provided herein and for transporting water developed pursuant to Part B of this recommendation.

c. Allow for short duration, short distance wheeling contracts subject to the same future Board policies referenced under A.2.b above.

d. Advise water users that future purchases of non-Project supplies will not be guaranteed an interim set aside of canal capacity.

e. Direct staff to prepare a set of wheeling principles by January 1, 2005 for adoption by the Board in 2005.

B.
Conduct an implementation study to determine if it is feasible to develop a new water supply up to a volume of 100,000 acre-feet per annum

1. The Project Wheel team recommends the Board authorize staff to explore the concept of developing a new water supply of non-Project water to be provided, on a sustainable basis, for beneficial use inside CAWCD’s service area.  The team recommends the Board establish the following general parameters:

a. Direct staff to complete the implementation study no later than January 1, 2005.

b. Limit the volume of the new water supply to no more than 100,000 acre-feet per year.

c. Develop the implementation study using a thorough public participation process in particular for that portion of the plan dedicated to defining how the new water supply will be allocated.

2. The team recommends the Board direct staff to undertake the following actions:

a. Determine the extent of CAWCD’s legal authority to acquire and develop a water supply for purposes of this section of the recommendation.

b. Coordinate with ADWR to determine how to make the water supply developed under this part of the recommendation assured water supply eligible.

c. Coordinate with ADWR and water users to determine how the water supply developed in this part of the recommendation will be allocated.

d. Coordinate with the U.S. Bureau of Reclamation (BOR) to determine the best method of addressing environmental compliance issues associated with developing a new water supply.

e. Coordinate with the BOR to determine how the provisions of CAWCD’s repayment contract accommodate wheeling by CAWCD instead of a third party.

f. Determine how CAWCD will address the availability of excess canal capacity during surplus years.

C.
Save remaining capacity for another day

The Project Wheel team recommends the Board reserve a portion of excess canal capacity for future decisions.  Team members recommend a blended approach in order to create an opportunity to address the basic approaches to using excess canal capacity.  By preserving some capacity, the Board reserves the flexibility to use the remaining capacity in either approach (i.e. A or B above) or to develop a totally different alternative at some point in the future.  In addition, preserving some capacity will give future residents of CAWCD’s service area the opportunity to benefit from the CAP.

D.
Consolidation of past Board actions

The Project Wheel team recommends the past actions taken by the Board be consolidated into a single, comprehensive action.  In doing this, the team expects to present an action item to the Board that would result in certain past policies being superceded by a new policy.
VI.
Conclusion
The primary goal of this strategy is to create a new 300,000 acre-foot supply of reliable, assured water supply eligible water, consistent with federal environmental laws.  By implementing the strategy described above, CAWCD is agreeing to operate the canal in a manner that will deliver a supply of 1.8 million acre-feet annually in perpetuity.  While this seems and is a lofty goal, it is no different than the commitments the Board and employees of CAP make every day and have made every day since CAP water was first delivered to the Phoenix area in 1985.
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� See page 13 “Briefing Paper on Issues Related to Excess Canal Capacity and Wheeling Non-Project Water” dated May 23, 2002.


� “Briefing Paper on Issues Related to Excess Canal Capacity and Wheeling Non-Project Water” dated May 23, 2002.


� See page 4 of 4 in the Summary Report of Volumes Requested for Wheeling starting on page 39 of “Briefing Paper on Issues Related to Excess Canal Capacity and Wheeling Non-Project Water” dated May 23, 2002.


� See page 36 of “Briefing Paper on Issues Related to Excess Canal Capacity and Wheeling Non-Project Water”.


� Sources:  1983 position statement relative to transportation of Non-Project water, the 1988 statement of policies and principles regarding the use of CAP facilities to facilitate Indian water rights settlements, 9-12-88 Discussion Document and CAP’s mission, vision and business strategies.


� See Chase comment page 8 of “Industry Focus Group Session Summary of Results” prepared July 10, 2002 located in Appendix B of this report.


� Ibid, Sorensen comment page 8.


� See Rule comment page 9 of “Industry Focus Group Session Summary of Results” prepared July 10, 2002 located in Appendix C of this report.


� Ibid, Chase comment page 13.


� Ibid, Miller comment page 10.


� Ibid, Newman comment page 11.


� Ibid, Larson comment page 6.


� “Review of Industry Practices” prepared July 10, 2002 located in Attachment A of this report.


� See page 4 of “Review of Industry Practices” prepared July 10, 2002 located in Appendix A.


� See pages 4 through 6 of “Industry Focus Group Session Summary of Results” Prepared July 10, 2002 located in Appendix C.


� See pages 9-12 of “Briefing Paper on Issues Related to Excess Canal Capacity and Wheeling Non-Project Water” dated May 23, 2002.


� The team envisions supplies, delivered using excess canal capacity, being available for any beneficial use including recharge at both underground storage facilities and groundwater savings facilities and by non-assured water supply as well as assured water supply demands.


� In this context, “secured” means supplies identified in the needs assessment conducted by the team and reported in the May 23, 2002 Briefing paper.  See footnote 19 below.


� See page 4 of 4 in the Summary Report of Volumes Requested for Wheeling starting on page 39 of “Briefing Paper on Issues Related to Excess Canal Capacity and Wheeling Non-Project Water” dated May 23, 2002.


� See A.R.S. section 45-552 and 45-557 for City of Phoenix.  See sections 45-557 and 45-469 for City of Mesa.  See City of Scottsdale’s water is eligible for transfer pursuant to section 45-172.


� The team recommends an interim set aside for the CAGRD to acknowledge the existing and committed replenishment obligations and CAWCD’s existing contractual obligations to member lands and service areas. 


� According to its contract, the City of Phoenix has the right to pump up to 78,000 acre-feet in a single year not to exceed a total volume of 380,000 acre-feet over a ten-year period.  The team assumes that Phoenix’s option to pump additional volumes in a single year will not be curtailed so long as uncommitted capacity exists to move the supply.


� This interim set aside is only made for the severance and transfer of surface water rights to the Bill Williams River at Planet Ranch, from irrigation uses to municipal and industrial uses by Scottsdale, and limited only to surface water diversion at Planet Ranch and conveyed to the CAP aqueduct by means other than through the Mark Wilmer Pumping Plant.


�  Proposed legislation pertaining to the CAGRD will be considered by the Arizona Legislature in the 2003 legislative session.  If that legislation is passed, then the deadline for the CAGRD’s ten-year Plan of Operation will be moved back to January 1, 2005.


� The team recommends that, in analyzing water supplies available to the CAGRD, the ten-year Plan of Operation should take into consideration other potential supply sources including subcontracts, NIA water, existing CAP long-term storage credits and existing and future effluent long-term storage credits.  Such analysis should also take into account the use of a reserve as recommended by the Governor’s Water Management Commission.


� The team recommends the wheeling principles be developed by January 1, 2005.  At that time, the Board may consider such parameters as reservation fees and other general financial principles, perfection periods and water quality standards.


� Most of these matters were raised during the public meetings conducted as part of Project Wheel 2002.  This listing is not intended to be an exhaustive listing.  At the onset of the implementation study, a more extensive work plan will be developed.
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