STATEWIDE WATER MARKET
DEVELOPMENT STRATE */



PURPOSE

LEGISLATIVE UPDATE
STATEWIDE WATER MARKETING DEVELOPMENT REPORT
(AKA “WATER BANKING")

1) at Are We
2) Why Does it Matter?
3) How is it Going?

4) What Are We Learning?
5) What's Next?



We are in the middle of a 3-4 year effa
opportunities for water marketing in Utah by piloting tH#A
Water Banking Act (2020).

\J <

Project deliverable is a Statewide Water Mgy

t' y g
Development Strategies Document and z ciated materials
and guides.




LOOKING AHEAD
CHALLENGING CONDITIONS

* Increased population

« Development

* Recreation

* Environment and Water Quality

« Agricultural production and efficiency
« Drought and climate

« ??7?7 New Demand/Pressures

Total Population

Kem C. Gardner
POLICY INSTITUTE
» THE UNIVERSITY OF UTAH
5M

To address these

challenges,

ACross the
West.
With high demand for
water,

ya

/ /over

the terms an:l/%ndi’rions
of market activities.



WATER BANKING/ WATER MARKETING STRATEGIES
BRIEF HISTORY

- 2017:All roads Lead to “Water Banking”
- Ag. Optimization Working Group

Bill Sponsor: Floor Sponsor:

- Sen. lwamoto Municipal Instream Flow Bill

- Central Utah Water Conservancy District Bonneville Bank efforts

- 2017 Governors Water Strategy Report Sen. lwamoto, Rep. Barlow, Stewart
- 2018-2019 - .

- Water Banking Working Group Meetings —

- SJR 1 (2019) - $400,000 Water Banking Appropriation Reclamation makes up to $3 million available for 2019
) BOR WaterSMART Water Marketing Grant ($400,000) Water Marketing Strategy Grants funding opportunity

The 2019 Water Marketing Strategy Grants funding

- DRAFT Consensus Leg islation _R_E?}di%f'\{’lgﬁ opportunity is now available from the Bureau of
. P Reclamation. This funding opportunity is available to
- Statewide Roadshow — wrmaverms | water entities to establish or expand water markets or

. water marketing activities. Reclamation will make
= 202 0 - - available up to $200,000 for simple projects that can be

. completed within two years and up to $400,000 for more
- SB 26 — Water Banking Amendments (2020)

complex prajects that can be completed in three years.
. . . Up to $3 million is available for this funding opportunity.
- Statewide Water Marketing Development Strategy Project
Pilot the Water Banking Act

Read More —
Develop a Statewide Water Marketing Strategy




VOLUNTARY - TEMPORARY - LOCAL

To better support Utah’s growing water c

banking could facilitate local, voluntary, and

temporary transfers of water that generate income

water right owners and increase access to water.

(Working Group thesis)



DEV

Review and assess opportunities for water marketing in

Utah by piloting the Utah Water Banking Act.

Three to four years.
$800,000 Federal and State funding
3 Pilot Areas
Statewide Water Marketing Strategies Report
Assessment of Water Marking in Utah
NOT JUST WATER BANKING - best fit marketing tools
Requirements; Barriers; Opportunities; Guidance Documents
Recommendations

Functional Tools — Applications/Forms; Web site

Figure 2: Utah Major River Basins

< Hydrologic Basins
BEGRIRIVER] " Irrigated Lands
= Cities
Pilot Study Area

Bureau of Re

teclamation
WaterSMART Water Marketing Strategy
0

July 201
Fiscal Year 201" Revised October 7, 2019
FAO: BOR-DO-19-F006

UTAH
Statewide Water Marketing
Development Strategy



Kicking the tires on what it looks like to
lease and move water in Utah.

- Engaging Stakeholders interested in water marketing
|dentifying local water market conditions
Testing the Water Bank Act
Administration; concepts; intent
Implementing different leasing options

(Water Bank; Rental Pool; contract)
Filing Complicated Change Applications
Administrative; Technical
Utilizing Advanced Shepherding and Distribution Tools
All the unknowns and “Ah-Hahs”



2) WHY DC

Developing useful water market tools and
strategies helps build a resilient water future.



WATER MARKETS INCENTIVIZE WATER CONSERVATION

MULTIPLIER EFFECT

Water markets facilitate movement of water — Water markets ask new questions -
ment Water Policy goals and Programs. identifies where to expend resources.

Regional Conservation Goals

- Agricultural Optimization Efforts .

w'

- Great Salt Lake Water Trust - Administrative Efficiencies/Processe

- Colorado River Compact Compliance - Infrastructure Improvements/Opportunities

- Watershed Councils - LEPA; Canal Lining;

- Protect private property rights/local users - Establish Baseline Hydrologic Conditions

- Instream Flows (HB 33) - Legal Advancements — clarify law and eyfive
- Water Quality Trading/Compliance - Private/Public Partnerships

- Water Transitions (power; agricultural; conservation) - Demand for “water skills”/water eggnomy

- Emergency Allocation — Beneficial Use Preferences



3) HOW

Good! Making slow but steady progress on numero u//-/ —
on pace and on budget.

Unwrapping the Statute — Administrative Forn®sapd Process
Pilot Projects

Structural/Administrative



> ' extends benefits

» Locals meet Ic
» size and scale of a bank’s service areq, participants
» lease prices and tferms
» distribution of proceeds, etc..

» Inferested water users 7%

/

have qualifying leasing arrangements be approved as a “Waiéer Bank.”
= - initial 10 year window - sunset date of 2030.



LOCAL CONTROL:

Streamlined Administrative Process

One time Chang
Water rights deposited in a bank are exempt from forfeiture
Banked water can be leased environmental or water quality needs

- Banked water protected from condemnation while in the bank + 5 yed

- If allowed by bank, use in banke service area or original place of use



» Set tern

@ i C

» Submit information and a copy o ontrac
» Applicant must be a@
» Annual report to Board of Water Resources

» Most banks will
» Contract Water Bank Application
» Complete Application Form and Process!!

» Support materials



A legal entity organized for the purpose of administering
leasing activity between potentially unknown parties

’ ' W UICIC

» Articles, Bylaws, and similar doc
» A statutory water bank application is robust
» Covers a number of areas needed to protect water users

» The applicant of a statutory bank must be the owner of @
perfected water right.

» Participation in a statutory bank, either by depositing water
rights into or leasing water out of, must be
- Can’t discriminate

> lots of statutory criteria
» DRAFT Application — no approved projects



O PIC C
need to comply with
/3-3-8 Change Application

- Conduct an Impairment Analysis
- Public ability to protest

- Work through shepherding and distribution
matters

- Set coordination of use with Utah State

Engineer



‘-:; ‘1"__; :

~*Not the OlympiZburttis o
test of strengti@dng
teamwork

(https://www.pinterest,Zom/pin/416794140491609296/)




PROJECT TIMELINE
(3 YEARS STARTING 7/1/2020)

Figure 3: Organization of Project Work Plan

Timeline of Project

1. Project Inception . . % Statewide 4. Public 9. Finalize
Draft Legislation Pilot Projects Strateqy Input Strateay

Stakeholder Outreach Review Pilots ~ Workshops Revise Draft
Coordinate Initial Pilot Outreach and Analyze Options Conferences Fipalize Docs

Activities Analysis Draft Strategy ~ Meetings

2.1 Qutreach 2.2 Scoping Establish and Operate Pilot Projects
Meetings Technical Studies Outside of Grant Project

Public Input  Legal Analysis
@® O © [ 1) [ 1€
@Outreach / Partnerships @ Scoping / Planning @ Strategy Development

Required Project Components




@

» HIC's — excess

» Hyrum Irrigation Company ¢
District

» Issues:

» Water Bank as best fite

» No -Change Application; no need for benefits of ACT

» Role of Federal Facilities/Warren Act

Status:

>

» Ok under South Cache Water Users Association's Warren Act

» Same purpose and project use

allotment to WMCD
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> ArpC
consumptive portion ©

» Parficipating Parties:

» Carbon Canal Company The Nature Conservancy; Trout
Unlimited; Division of Wildlife Resources

» Bank Applicant:
» Price River Watershed Conservation District

vV V Ve

TheNature
Cor 1Iservancy

&




» Surplusimport water fro

» Private Rights
» Spring Creek Water Treatment Plant/pump project
» Distribution Telemetry — installed 7 Telemetry sites to get a base line - $35,000:
» RESULT:
» Not a canaidate for a statutory water bank - TOO BIF A LIFT
» LIKELY A PRIVATE INSTREAM FLOW LEASE UNDER HB 33 WITH NEW INRASTRUCTURE

» Timeline: 4
» Winter 2022 - Finish Recap ltems
» Spring 2023 Parties Continue Private Leasing Activities

» Summer 2023 Run a wet water instream flow test with news infrastructure



WHAT DOES IT
MEAN TO MAKE A
STATUTORY BANK?

i e s b v

S Statutory Water Bank Tasksi& Respo
Supplemental Flow'Chg

The following document is meant to assist in your completion of the St
Tasks & Responsibilities Survey. Full explanations of each heading, subheac
found within the survey itseif.

If the task is noted as required, it is required by the Statute. If it is note:
not required by the Statute, but is necessary to for a functional water bank.
. Itis not raquired or necassary. but will ba helpful for complating a

Expertise: the information resources, skills, experience, familiarity, and proc
the task.

the of per time, and budget to undertake the
complstion

1) Bank Organization Activities
1) (A) Bank Formation Discussions
(A) i) Participate in stakeholder discussions to determine interest, form
local water bank (necessary)
(A) ii) Define Bank Service Area (required)
(A) iii) Determine the form of leasing arrangement the bank will facilita
Interested parties (required)
(A) iv) Determine form of legal entity {required)
1) (B) Bank Incorporation Tasks
(8) ) Prepare Governance Documents (required)
(8) i) Legal Review Governance Documents (necessary)
(B) iii) Incorporate Legal Entity (necessary)
2) "Marketing" the Water Bank
2) (A) Watar Transaction (Matoh Making)
{(A) i) Soliciting water to be leased through the bank (necessary if desir

3) Change Application Coordination
3) (A) Internal Review of Potential Change Application
3) (4) i) Establish procedures for reviewing water rights deposits into th
bank (necessary)
3) (4) ii) Review water right deposit application according to bank pro
3) (4) iy Establish procedures for reviewing water right deposit applicc
3) (8) Change Application Process
3)(B) i) Bank participation in Change Application process (necessary)

Statutory Water Bank

Statutory Water Bank Tasks &

Responsibilities

Statutory Water Bank Tasks:

The Group completed brainstorming and categorizing the tasks likely needed to develop a
Slatutory water bank and complete a wn'nr trancantinn H’\R%vangerbl':ﬂnll Ear nurnncac

of this discussion, a water transaction
interested parties and tracking delivery

Group identified tasks were organized

1. Tasks required to complete the rec
2. Tasks likely needed to complete th
but not explicitly required by the Statut
3. Tasks helpful for completing a wat

Task Review:
For each task there are 5 simple questi
can be accomplished without outside &
Ground Rules for Review:
Asses for a single transaction of w
Respond with your organization in
Assume there is a working definitic
organization can complete the task to
Assume that if you agree to lead o
completion of the task - this does not r
delegate the task to others

eelewisatwork@gmail.com Switch acc

* Required

4) Water Distribution through Bank (Authority Role)
4) (A) Internal Review

Expertise?: No

Capacity?: No

Hours?: 15

Engagement?: Support Capacity

Making a map of the East Canyon Creek watershed? Swaner has some
mapping capabilities but not exceptionally advanced.

Task iii: Determine the form of leasing arrangement the bank will facilitate
between interested parties (required)
Responses:

Expertise?: No

Capacity?: No

Hours?: 50

Engagement?: Support Capacity

Swaner. can help facilitate the creation of governing documents and
guidelines of the bank in formation discussions, but does not have expertise
or experience in this. Maybe Swaner. could host bulletin-board style webpage
if needed.

Task iv: Determine form of legal entity (required)
Responses:

Expertise?: No

Capacity?: No

Hours?: 40

Engagement?: Support Capacity

Swaner has experience in the non-profit management world, but not in other
forms that the bank could take. Swaner could assist in determination of the

4) (4) 1) Undarstand and note conditions of approval on Watar Rights (requirad)

legal entity in discussions but does not have expertise to add here.
4) (4} iy How to address requests to keep at the heretofore place of use {reguired) b Bank |ncorp0ra[i0n Tasks
4) (4 i) Compliance with Western Summit County Agreement/Coaordination with Parties N f B
(necessary) i. Task i: Prepare Governance Documents (required)
Responses:
1. Expertise?: No
2. Capacity?: No

2 Hnure?- AN




So many useful things:

Water Rights Issues/Distribution Matters
Tweaks to the Water Banking Statute
Assessing Fit and Form - Market Forces
Marketing Tools and Techniques

Key Elements/Structure of Water Lease
Water Rights Issues/Distribution Matters
Pricing



IT ALL COMES DOWN TO DISTRIBUTION!!!
GETTING WATER FROM POINT A TO POINT B

Change Applica on a daily basis
- Goal = PREVENT IMPAIRM
- Water Banking = First of a series of - Need more data all over the state

complicated applications to come
Approval = Almost 1 year

Costs

Standards of Proof: - 6 miles of Creek
Balance prudence_with expediency ) to install with Telemetry
Protertal] - 6 Min real time distribution e
) = - set alerts for certain conditions g
. : - CANNOT DO AN INSTREAM FLOW —
Did not raise concerns about the B>
73.3.8 Criteria | WITHOUT THIS INFORMATION -
gg&%eﬁ?fif%?om Siiclielfe - Coordinated Distribution
) - - Don’t take it all at the same time in small
Public outreach is still key streams ve them all the $$$$

and everything they
ask for
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IT ALL COMES DOWN TO DISTRIBUTION!!!

GETTING WATER FROM POINT A TO POINT B

S Site

Quarry Mt

—tr £
1601 OSGUTHORPE EAST CANYON [ X
| CREEK WEST GRADE

Station: 1601 OSGUTHORPE EAST o
CANYOM CREEK WEST GRADE .
System: WEBER RIVER PARK CITY AREA
¢ Get Text/Email Alerts

Zoom to

EQUIPMENT

Level sensor
Radio

datalogger

Yagi antenna

10W panel & mount
lightning arrestor
Solar controller
Stilling well/lid
Battery
Weatherproof box
Protective box
Post

Flume & stilling well
Level sensor

Radio

datalogger

Yagi antenna

10W panel & mount
lightning arrestor

Amount Unit $

N e e e el = R = R

e e e e =]

Total §

662 662
439.29 439.29
860 860
72.08 72.08
81.03 81.03
37.67 37.67
62.38 62.38
555.55 555.55
72.59 72.59
123.38 123.38
353.63 353.63
93.98 93.98
Total $ 3,413.58
1500 0
662 662
439.29 439.29
860 860
72.08 72.08
81.03 81.03
37.67 37.67




- Necessary?:

- Ground and surface restrictions (WBWCD Exchanges)

RYWHERE — place to start

- Instream Flows - HB 33 Alternatives
- Change Application Efficiencies — Temp./Fixed Time
- Forfeiture Protections — Non-use Applications

- Contract Bank Notice — Onerous

- Administrative Burdens — professional services heavy

- Still comes down to local interest and participation

- Cache — sailed through
- Price — Bank Approved, local hesitation
- Snyderville — Determined technical issues



Direct Water Leases

Carbon Canal Company Water Bank - 5 parties (Water Bank) 0
Cache - 2 parties Federal Government

- Other: Central/Kennecott/Audubon Society Leases
Water Auctions A'I. E R H |‘ s T

Price setting by bidding: side
- Selah-Moxee Irrigation District's Surplus 4
Deschutes Water Conservancy District . /
PacifiCorp/PRWUA Auction Colorado River System
Rental Pools: Statutory Water Bank(?) Conservation Pilot Program

Supply of water rent process
I[daho Water Resources Bank and Local Rental Pools
Bear River Canal Company Lease Pool;
MT. Nebo Water Authority

Water Trusts: M Q
Government adjacent organization facilitating leasing of water for a specific , 5
purpose ¥  SELAN-MOXEE RRIG DIST_

- Great Salt Lake Trust V b P70
- Washington Water Trust 8  SURPLUS WATER RIGHTS

Federal Conservation Programs: | AUCTION
System Conservation Pilot Program -



ELEMENTS/STRUCTURE FOR A WATER LEASE
DRAFT TEMPLATE FORMS AND TERMS

Participants

Activity Schedule
Price Setting Mechanism
Lease Term

Water Source

Water Availability
Delivery/Distribution
*Water Bank Iltems
Governance
Reporting/Accounting
Enforcement

Supporting Documents

MEMBER AGREEMENT FOR LEASING
SOUTH CACHE WATER USERS® ASSOCIATION SHARES
BETWEEN
HYRUM IRRIGATION COMPANY &
WELLSVILLE-MENDON CONSERVATION DISTRICT

water lcasing agreement (*Agreement’
by and between the Hyrum Irrigation Company (

RECITALS

WHEREAS, WMCD is a Limited Purpose Local Gow
istrict under Utah Code Title 17D Chapter 3 for the p
distribute water to water users within its designated service boundary; a

B. WHEREAS, HIC is a mutual shareholder irri.
Code Title 16 Chapter 6a of the Utah Revised Nonprofit Co
other duties, of delivering irtigation water to its shareholders; and

CWUA is a water user association organi

& orks in Cache County, Utah, for the storage, dive
waters of the Little Bear River and its tributaries for irrigation and other
reservoir on the Little Bear River near Hyrum, Utah, known as the H.
associated canals known respectively as the Wellsville Canal (including
connection therewith), the Hyrum-Mendon Canal, and the Hyrum Feedd
Project™); and

D. WHEREAS, the BOR has acquired for a
water and water rights in and from the Little Bear River and its tributari
water supplies (“Hyrum Proj 0 water 6,800 acres of private]
project lands; and

E. WHEREAS, in 1933 SCWUA entered into a contract (¢
with the BOR for the construction, repayment, and operation of the H
and furnish to its members, through the issuance of stock in SCWUA,
to the Reclamation Act of 1902 (Act of Congress of June 17, 1902, 32
acts); and

F. WHEREAS, HIC and WMCD represent two of three m:
SCWUA and have entered both Mortgage Agreements securing SCWU,

(018938581 |

CONTRACT AGREEMENT
CARBON CANAL COMPANY WATER BANK

This Agreement for a Carbon Canal Company Water Bank (“Agreement”) is made and entered
into efTective as of December by and between Price River Watershed
Conservation District, a political subdiv istrict”), Carbon Canal Compa

{(*CCC™), The Nature Conservancy, a District of Columbi

State of Utah, Department of Natural Resources,

collectively referred to herein as the “Parties”. TU, TNC, and Wildlife may also be referred w herein
collectively as “Leasing Entities™ or individually as a “Leasing Entity " District, CCC, and the
Leasing Entities may also be referred to as Parties or individually as a Party,

RECITALS

. The Parti sh to enter into this Agreement Lo establish a contract water bank (“Water
Bank”) as provided for under Utah Code 73-31-101 et seq. ) so that CCC may take
advantage of the benefits of a Water Bank, including protection of its water rights from
forfeiture, and the Leasing Entities may utilize the water for environmental purposes.

. This Agresment is intended to define the Parties’ commitments, rights, and obligations in
establishing the Water Bank.

. The Parties intend that this Agreement be submitted as part of a contract water bank application
to the Utah Board of Water Resources. The District is a public entity and will be the applicant
to the Utah Board of Water Resources under section 73-31-302 of the Utah Code.

The Parties acknowledge that approval by the Utah State Engincer of an Application for
Permanent Change of Water for all or a portion of CCC's existing water rights allowing the
water rights to be used for banking purposes hange Application™) are required 1o
implement the Water Bank.

. Herein, “Trrigation Season™ is defined as beginning on the date that irrigation water from the
CCC becomes available for the season at the CCC diversion and ending on the date that water
ceases to be available for the season at the CCC diversion.

AGREEMENT

MNow, therefore, incorporating the foregoing recitals hercin, the Parties agree to the following
terms and conditions:

1. Water Bank Approval Required. Performance under this Agreement is contingent upon
approval of the Water Bank by the Utah Board of Water Resources (“Board”) af an application
submitted pursuant to Utah Code 73-31-301, ef seq IF the Board denies the application under Utah




PRICE RIVER WATER BANK - LEASE PROCESS




DRAFT and D
Finalize

3) Publish Beta Tools and DRAFT Report
Lease Structure Outlines
Website Upgrades

4) “Road Show”
4 stops to discuss DRAFT Report Findings/collect feedback

General Market Considerations in Area

5) Final State Report
- Report
Practice Tools and Guides
Approved Administrative Forms

Website
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