



SAFE-YIELD TASK FORCE DRAFT PROPOSAL

Facilitating Near-Term Extinguishment of Groundwater Rights

The two DRAFT proposals outlined below are designed to improve the usability of extinguishment credits, which will likely reduce groundwater pumping and assist efforts to achieve Safe-Yield. The first proposal requires a minor amendment to CAGRD Member Service Area (MSA) agreements, while the second proposal may require statutory changes to allow CAGRD to utilize extinguishment credits to meet Members’ replenishment obligations. 

I.
CAGRD Member Service Area Agreements 

Currently, CAGRD MSA agreements include provisions that require Designated Providers to report a minimum volume of any groundwater pumped. This applies whether or not it is an allowable volume of groundwater by ADWR. 

Paragraph 1.3 of the agreement states:

“…but in no event shall the amount of Excess Groundwater delivered by the Municipal Provider in a calendar year be less than the amount of Groundwater calculated according to the formula in Paragraph 2.4.”

Paragraph 2.4 (excerpt) of the agreement states: 

“The following formula establishes a minimum amount of Groundwater which must be 
Reported as Excess Groundwater in a given year…

“Reporting Year 2010
: A minimum of 13/30 of the Groundwater delivered by the Municipal Provider within the Service Area shall be reported as Excess Groundwater.” 

What this means is that CAGRD MSAs cannot utilize extinguishment credits and/or their groundwater allowance to completely offset, avoid, etc payment to the CAGRD. Pumping groundwater pursuant to an extinguishment credit portfolio or groundwater allowance is in fact an allowable use of groundwater for Assured Water Supply purposes. However, it triggers the CAGRD MSA contract provision that a minimum amount of that groundwater must be reported to the CAGRD and the MSA must then pay the CAGRD for that minimum groundwater to be replenished. 

For example, if an MSA pumped 100 acre-feet of groundwater in 2010, then it would be required to report 13/30ths (or 43%) to the CAGRD for replenishment. However, the MSA may in fact have a significant groundwater allowance or portfolio of extinguishment credits that they could use to make up to 100% of the groundwater use consistent with the management goal (and therefore would not require replenishment)—but for the CAGRD MSA provision. 

As I understand, these provisions are set to expire in 2014. Therefore, just waiting is an option. However, the extinguishment credit formula outlined in the AWS Rules is time sensitive—there are fewer credits yielded in later years and it goes to zero in 2025. In short, if we wait too long to amend the MSA contracts and thus improve the near-term usability of the credits, then there will be less incentive for groundwater rights holders to extinguish and consequently greater likelihood that groundwater rights will continue to be pumped indefinitely. 

II.
CAGRD Use of Extinguishment Credits  

Currently, the CAGRD uses long-term storage credits (and other sources) to meet its members’ replenishment obligations. The CAGRD does not currently use extinguishment credits. Allowing or even promoting the CAGRD’s use of extinguishment credits could help many water management objectives, particularly if the credits are the result of retiring an existing right in an area where there are no recharge facilities. In many cases, it is likely to be more cost-effective for the CAGRD to work toward retiring groundwater rights close to member pumping than to build the infrastructure (delivery and recharge) necessary to accomplish recharge near members’ groundwater withdrawals. 

This will essentially improve the near-term usability of extinguishment credits, increasing the likelihood that grandfathered groundwater rights may be retired rather than pumped indefinitely. Additionally, this provides the CAGRD with another water supply, which will alleviate some of the demand/competition for Excess CAP, ADD Water Contracts, etc.    

� Note: The minimum reporting requirement increases each year by 1/30 until the year 2014, which is the final year this provision is applicable. In 2014, the minimum amount will be 16/30. 






