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Welcome/Opening Remarks
Chairman Sandra Fabritz-Whitney welcomed the attendees. All members of the Authority were present except ex-officio members, Senator Gail Griffin and Speaker of the House Andy Tobin.  Cliff Neal was present via teleconference.  Chairman Fabritz-Whitney announced that Mr. Neal’s appointment to the AWBA had been confirmed by the Legislature.  She then welcomed two new members to the AWBA.  Mr. Jim Hartdegen was designated by Pamela Pickard, President of the CAWCD Board, to represent her as an AWBA commissioner.  Senator Griffin was designated by Senate President Andy Biggs to represent him as an ex-officio member on the AWBA.  This is Senator Griffin’s second time serving on the Authority having also served between November of 1997 and December of 2000.
Election of Commission Officers
AWBA Manager, Virginia O’Connell explained the process of electing officers to the AWBA indicating that members hold these positions for two years.  The last elections were held in 2011.  She noted Maureen George currently holds the position of Vice-Chairman and Lisa Atkins, who represented CAWCD President Pickard until this meeting, held the position of Secretary.  Chairman Fabritz-Whitney opened the floor for nominations for Vice-Chairman and Secretary.  John Mawhinney moved to re-appoint Maureen George as Vice-Chairman of the AWBA and he nominated Mr. Neal as Secretary.  Mr. Hartdegen seconded Mr. Mawhinney’s motions and the motions carried.
Approval of Minutes

Ms. George moved to approve the minutes of the December 19, 2012 meeting.  Mr. Neal provided the second to the motion.  The Authority approved the minutes of the December 19, 2012 AWBA meeting.
Interstate Water Banking Agreement
Nicole Klobas, attorney for the AWBA, updated the members on the draft Third Amended and Restated Agreement for Interstate Water Banking.  She referred the members to a “Summary of Changes” made to the draft agreement since the last AWBA meeting, including changes made earlier that day to Article I, highlighted in blue.  There were three such changes.  The first change clarifies the use of long-term storage credits accrued as of the effective date of the instant agreement.  The second change clarifies CAWCD rate setting provisions.  The final change made clear that, in setting Interstate Recovery Schedules, opportunities for cost reductions will not burden Arizona water users.
Mr. Mawhinney asked if the changes in blue were requested by the Southern Nevada Water Authority (SNWA).  Ms. Klobas responded that they were requested by an AWBA member.  Chairman Fabritz-Whitney indicated that Mr. Tom Maher of SNWA was present in the audience to answer questions.

Mr. Mawhinney moved to authorize the Chairman of the AWBA to sign the Third Amended and Restated Agreement for Interstate Water Banking upon approval by the SNWA and the Colorado River Commission of Nevada absent substantive changes.  Ms. George seconded the motion and the motion carried.
Water Banking Staff Activities

Deliveries.   Ms. O’Connell directed the members to the monthly delivery graphs in their books.  She briefly reviewed 2012 deliveries noting the AWBA expected to deliver about 120,000 AF, but because additional water became available from water turned back by other CAP customers, actual deliveries were slightly below 134,000 acre-feet.  Final deliveries for storage were 78,026 acre-feet for the Phoenix AMA, 20,586 acre-feet for the Pinal AMA and 34,361 acre-feet for the Tucson AMA.  In addition, a direct delivery of 1,000 acre-feet was made to the Southside Replenishment Bank.  Finally, there were no interstate deliveries in 2012. 

Regarding 2013, Ms. O’Connell explained that AWBA deliveries through February are essentially on target. She pointed out that while no deliveries were made in the Phoenix AMA so far this year, the scheduled deliveries could easily be made up in the following months and that she did not anticipate any storage issues.  She indicated deliveries started off slow in the Pinal AMA but deliveries in February made up the difference. To date, deliveries in Pinal have been to the Maricopa-Stanfield GSF.  For the Tucson AMA, deliveries are right on the mark with all deliveries in the Tucson AMA being to Tucson Water’s SAVSARP facility. 

Meetings.  Ms. O’Connell highlighted three meetings attended by staff since the December meeting.
Tucson AMA Storage Partners.  Ms. O’Connell indicated that staff has started working on the AWBA’s Ten-Year Plan which is due in June.  There are typically three main components that are evaluated when developing the Plan: water availability, storage capacity and funding.  On February 11, staff met with staff from Tucson Water and Metro Water District to discuss how much storage capacity might be available to the AWBA in the Tucson AMA.
Ms. O’Connell explained that Tucson Water is the largest CAP M&I subcontractor in the Tucson AMA with a subcontract amount of over 144,000 acre-feet.  Tucson Water uses its subcontract water to meet its demand through annual storage and recovery at its facilities:  the Central Avra Valley Storage and Recovery Project (CAVSARP) and the Southern Avra Valley Storage and Recovery Project (SAVSARP).  Tucson Water also stores water at Pima Mine Road where they are co-owners with CAWCD. Water not recovered to meet annual demands rolls over to become a long-term storage credit that can be recovered in the future.  Because Tucson Water operates in this manner, AWBA storage at these facilities creates an opportunity for firming Tucson Water’s M&I subcontract supplies during shortages. From the discussions, Tucson Water is also interested in the AWBA maximizing storage at its facilities, primarily SAVSARP.  Tucson Water is currently evaluating its ability to provide additional capacity to the AWBA and will be getting back with staff shortly.  

Metro Water also has interest in the AWBA utilizing the Avra Valley storage facility.  Staff has indicated that on average, about 1,000 acre-feet per year of capacity would be available to the AWBA. Based on the discussions, Metro also supports AWBA storage at SAVSARP as Metro provides water to a development located nearby and recovery would be in the vicinity of SAVSARP.

AWBA has tentatively scheduled a meeting for April 15th, after the Tucson AMA Groundwater Users Advisory Council (GUAC) meeting, to get feedback from Tucson AMA stakeholders on AWBA storage in the AMA. 

Colorado River Modeling.  AWBA staff also attended a meeting with the Colorado River modeling group on March 6th.  The group, comprised of ADWR, CAWCD, and AWBA staff, is continuing its discussions on the Arizona baseline Colorado River Simulation System (CRSS) Modeling assumptions. The three organizations have agreed to use the same baseline modeling assumptions when evaluating the availability of Colorado River supplies.  Each organization may modify the assumptions to analysis specific issues important to that organization, however any deviations from the agreed upon assumptions would need to be discussed within the modeling group and clearly documented.  The AWBA is still planning a joint workshop in the end of May/June timeframe to discuss the modeling assumptions.

CAWCD Board Meeting and Special Session.  Finally, on March 7th, AWBA staff attended the CAWCD Board meeting and Workshop on CAWCD reserves and financial issues.  Ted Cooke, Assistant General Manager, provided an overview of the challenges facing CAP, the timing of these short and long-term issues and the tools CAWCD can use to address the issues. Ms. O’Connell explained an immediate issue is that current cost estimates (February 2013) are higher than the adopted firm rates for 2013/2014 and advisory rates for 2015 through 2018.  A primary reason for this is increasing energy rates.  The cost of natural gas is less than the cost of the energy generated at Navajo Generating Station (NGS) making it difficult for CAWCD to sell its surplus energy, resulting in a reduction of revenues that would have been used to replenish the strategic reserves. Other costs include pre-contract costs associated with obtaining a new NGS lease and pre-BART (best available retro-fit technology) regulatory costs for NGS.  CAWCD staff is evaluating what can be done about the shortfall to the strategic reserves first and then focusing on 2014 rates.
Ms. O’Connell directed members to two tables, excerpts from CAWCD’s presentation.  The first table identifies the tools CAWCD can use to address the shortfall, including use of the 4¢ ad valorum tax.  Also included, is the potential for extending the collection of the tax beyond 2016 (currently expires January of 2017) and using those funds.

Ms. O’Connell explained the second table shows estimates of funding resources available to CAWCD.  She referred Authority members to the box on the bottom of the slide specific to the 4¢ ad valorum tax.  Line 5a identifies $70 million. This is the amount of money CAWCD has independently determined that it could currently utilize from the 4¢ ad valorum tax fund without impacting the AWBA’s ability to do M&I firming.  She clarified that the $70 million represents a portion of the funds that already exist in the District’s account.
Line 5b identifies the amount available from monies collected from 2010 through June of 2013. Ms. O’Connell provided background information on CAWCD’s 4¢ ad valorum water storage tax resolutions noting that from 2003-2008, the language in the resolutions specified that the monies collected would be used to defray the OM&R costs associated with the purchase of water by the AWBA for M&I firming and related administrative costs. In 2009, the resolution was changed to state the monies would be used to defray the OM&R costs associated with “underground storage”, leaving off the reference to AWBA storage.  In 2010, the language was again changed to simply state the monies would be used to defray the OM&R costs of the project. In 2012, CAWCD further modified the resolution to state monies would be used to defray capital repayment or OM&R costs.  
Line 5c identifies monies from future collections that could be used and represents the total estimated amounts collected for each year.  For 2013, it includes monies collected from July through December.  Ms. O’Connell explained that CAWCD staff has not identified how much money would be needed; these are just tools available for CAWCD’s use.
Chairman Fabritz-Whitney asked how the resolution aligns with legislation.  Specifically, she asked if the funds are not used, should they be deposited into the AWBA fund.  Tim Henley, Consultant to the AWBA stated that there is no provision that requires the funds to automatically be deposited in the AWBA fund.  The decision is made before the tax is collected by the CAWCD Board.  

Mr. Neal asked if there is $140 million in the fund, does that mean $70 million can be used for this new purpose leaving $70 million to finish the work of the AWBA. It was his understanding that most of the storage for M&I firming needed to be done in the Tucson AMA, yet the $70 million was collected primarily from taxpayers in Maricopa County.  Ms. O’Connell responded that she did not know the details of the analysis, only that CAWCD staff had utilized 4-cent tax from all the counties.  She acknowledged that the funds remaining would likely be from Maricopa County and added that CAWCD staff may have just focused on the total funds available and not taken it down to the county level. Chairman Fabritz-Whitney noted that the AWBA is still required to utilize the 4-cent tax for the benefit of the county in which it was collected.  Ms. O’Connell reminded Authority members that the AWBA would not necessarily stop storing water when the numeric goals are reached.  The goal is actually to store water so long as there is water, storage capacity and money available.  CAP’s analysis stopped at the numeric goals.  Mr. Neal indicated that he would like to get a better handle on where the numbers for the chart come from.
Mr. Mawhinney asked who makes the decision to extend collection of the tax.  Ms. O’Connell replied saying the Legislature.  Mr. Hartdegen corroborated Ms. O’Connell response referencing a typical sunset provision.  Mr. Mawhinney asked if the extension could be limited to those counties still trying to reach their firming goals.  Ms. O’Connell responded she was not certain, but that the amount collected in each county would need to be the same.  Mr. Hartdegen suggested the legislation could be written in a way to accommodate Mr. Mawhinney’s idea.  Ms. George supported Mr. Neal’s suggestion to look more closely into CAP’s assumptions.  Mr. Neal pointed out the irony in the fact that the 4¢ ad valorum tax monies were originally kept at CAWCD in order to avoid a legislative sweep and now it appears the monies are in danger of a CAWCD sweep.
Update on Indian Settlements.  David Johnson, legal counsel for ADWR, gave the Authority members an update on the various Indian settlements:  White Mountain Apache Tribe (WMAT), Hualapai Tribe and the Navajo Nation-Hopi Tribe.  These settlements emerged in 2004 when the State of Arizona entered an agreement to reallocate approximately 67,000 acre-feet of CAP non-Indian agricultural (NIA) priority water.  According to the agreement, Arizona would firm 8,724 acre-feet of NIA priority water to M&I priority water specifically for future Indian settlements.  The state is working on the three indicated above but none have been settled.  
Regarding the WMAT negotiations, Mr. Johnson explained the settlement discussions have been going on for three years.  The agreement was approved by some of the parties in 2009.  The detail concerning the AWBA relates to the State’s agreement to firm up to 3,750 acre-feet of water.  Mr. Johnson indicated the federal government will firm the same amount.  The federal government approved the agreement in 2010 in the form of Federal legislation.  Since then, the parties have spent the last two years conforming the agreements to the Federal legislation. The agreements have been signed by most Arizona parties including the Governor.  Once all signatures have been secured, ADWR will submit the agreements to the Gila River and Little Colorado Adjudication Courts for approval.  This is a requirement for enforceability.  Once done, ADWR will submit the final agreement to the Secretary of Interior who will then issue a Record of Decision.  At that juncture, the settlement will be approved and Arizona will be obligated to firm the 3,750 acre-feet of water.  Mr. Johnson did not provide a timeframe, but did tell AWBA members that the parties expect to submit the signed agreements to the two adjudications courts in late 2013.  

Mr. Johnson briefly mentioned the Hualapai and the Navajo-Hopi discussions.  He indicated that no agreement is forthcoming this year for the Hualapai, but they do expect a firming obligation to be a part of the discussions.  The state parties reached an agreement with the Navajo-Hopi tribes and that agreement did not include firming.  These discussions are on hold as both the Navajo and Hopi Tribal councils did not approve the agreements.
Mr. Mawhinney asked where the money is coming from to firm the water for these settlements.  Ms. O’Connell responded saying the AWBA can use general fund appropriations if available.  The AWBA had been appropriated $13.5 million to be used specifically for this purpose, but $12.4 million was subsequently swept during the fiscal crisis.  If general fund monies are not available, the AWBA can use withdrawal fees collected in the Phoenix, Pinal and Tucson AMAs.  Mr. Mawhinney asked if withdrawal fees can be used for meeting Indian settlement obligations anywhere within the State.  Ms. O’Connell responded that the withdrawal fees could be used for Indian firming statewide.  Chairman Fabritz-Whitney added that the use of withdrawal fees must still benefit the AMA where the fees were collected.  Mr. Mawhinney asked if the 4¢ ad valorum tax could be used for Indian firming.  Ms. O’Connell indicated no saying that such action would require a legislative change.

Update on Recovery Planning
Ms. O’Connell reviewed the Briefing Paper titled “Staff Consensus Recommendation on the Distribution of Long-term Storage Credits Accrued with 4¢ ad valorum Tax Monies, noting it covered one aspect of the distribution of these credits during shortages.  She indicated that staff from the three organizations (i.e. ADWR, CAP and the AWBA) is recommending that the AWBA distribute these credits based on the following:
· Up to 20% of the entitlements for each of the three counties

· Credits used to benefit the county for which they were accrued

· Recovery schedule is consistent with statues, rules and policies

· AWBA has credits available to firm supplies

Chairman Fabritz-Whitney asked if there is a separate policy paper that discusses how and for what purpose the credits will be distributed.  Ms. O’Connell replied saying that the details of this briefing paper and the distribution of other AWBA credits would be incorporated into various sections of the Joint Recovery Plan to be discussed next.  Chairman Fabritz-Whitney asked for further clarification on whether the AWBA would just give credits to CAWCD based on customer orders or if there will be a discussion on the use of AWBA credits, such as for storage, which had come up at previous meetings.  She expressed concern that how the AWBA would decide is not addressed in the paper.  Ms. O’Connell responded that the group had not yet developed a paper on that specific issue. This issue and others would be addressed in the Joint Recovery Plan, which will be reviewed initially by the Ad Hoc Recovery Group and also by Commission members.  She noted that staff would be looking for direction from the Commission on any policies they might want developed to address the issues.  
Ms. George asked if the amount distributed to CAP is 20% of entitlements or up to 20%.  Ms. O’Connell replied that it is up to 20%.  Ms. George asked if the assumption for when Assured Water Supply rule provisions kick-in, can water providers pump up to 80% even if they are not cut by 80%, positing that water providers could use more water during a drought.  Ms. Fabritz-Whitney responded saying the exemption is based on actual use and not entitlement.   Mr. Henley said the idea is that subcontractors can pump to get back to 80% not beyond 80%.  Ms. George suggested the language in the briefing paper is not clear on this issue.
Ms. O’Connell introduced Laura Grignano, Senior Policy Analyst for CAP, to provide an overview of a paper titled “Recovery of Water Stored by the Arizona Water Banking Authority”.  Ms. Grignano referred the Authority members to the draft outline designed to flesh out what a Joint Agency Recovery Plan might look like.  Ms. Grignano provided some history indicating there had been many recovery planning efforts to date which have established a valuable base of information.  Still, she said, there is a strong desire by the stakeholders for more collaboration and coordination among the agencies involved. She hoped this effort will provide the planning level certainty that many desire. 
Ms. Grignano explained that the draft outline includes most if not all of the major issues raised in the Ad Hoc Recovery Group as well as comments solicited from past recovery planning efforts. So far the feedback from the stakeholders in the Ad Hoc Recovery Group has been positive.
The Plan itself will be organized into three main parts.  The first part will set the stage for future recovery and the players involved (i.e. clarifies roles of agencies and stakeholders). The second part will develop several plausible future recovery scenarios, and the last part will lay out how the necessary recovery will be implemented.
Ms. George asked for a projected schedule.  Ms. Grignano indicated that there are no deadlines, but she expects to have something substantial for the June AWBA meeting.
Mr. Mawhinney asked a series of questions regarding how shortages would be taken including how Arizona would take shortage relative to other lower basin states, and how CAP would take shortages relative to on-river users, all leading to the root question of when the vaults of the AWBA will be open for the first time.  He further wondered when Indian and M&I users would be affected.  He asked about CAP discretion and what will happen to M&I subcontractors.  He also asked what happens to people without subcontracts but who pay 4¢ ad valorum taxes.  He wanted to know if the AWBA has discretion to give less than the 20% irrespective of the assured water supply rules.  
Mr. Henley responded to Mr. Mawhinney’s series of questions saying these are all great questions and most of them will be addressed in the Joint Recovery Plan.  Regarding his root question of when the AWBA’s vault will open, Mr. Henley replied that vault will possibly open up for the first time in the near-term (before 2025) on domestic contracts along the river depending on how much entitlement is being used.  For everything else, the modeling indicates it could be around the 2040 timeframe.  The second point where the vault could possibly open is to meet Indian firming obligations.  Mr. Henley described CAP as having a good deal of discretion and indicated CAP will meet the needs of its subcontractors.  Mr. Henley added the plan will not attempt to predict out 100 years but rather 40 years.  Ms. Grignano corroborated Mr. Henley’s comments that the Joint Recover Plan will answer most, if not all, of Mr. Mawhinney’s questions.
Mr. Hartdegen asked when the AWBA was created.  Ms. O’Connell responded saying 1996.  Mr. Hartdegen then explained that he would not consider giving money to a bank and not know how to get the money out.  He suggested that people get upset when they don’t know what to expect and that efforts should be kicked-up a bit.  He reflected that since his return to the CAP Board, he has been struck by how slowly things move.  Mr. Neal suggested that, since Ms. Grignano has indicated that there will be a substantive document available in June, the AWBA should wait until it can review that document and decide how to proceed at that time.  Chairman Fabritz-Whitney asked what “substantive document” means to staff.  Ms. O’Connell replied saying a more complete recovery document.  Chairman Fabritz-Whitney directed staff to reserve considerable time on the agenda for this topic at the next meeting.  Mr. Mawhinney commented that he was very pleased with the work completed so far.

Ms. O’Connell asked Mike Lacey, Deputy Director of ADWR, to provide an update on the Ad Hoc Recovery Planning Group.  Mr. Lacey explained the Ad Hoc Recovery Group is made up of the three organizations (i.e. ADWR, CAP and ADWR) plus other interests from the three counties.  The group was formed to vet issues or concerns regarding the recovery planning process.  The Ad Hoc Recovery Group meets regularly to review products produced by the Interagency Recovery Group.  The Ad Hoc group will be the first outside review of the Joint Recovery Plan before it goes to the public.
Ms. George expressed concern that there are no on-river interests sitting on the Ad Hoc Recovery Group.  The outline provided by Ms. Grignano shows this effort goes beyond the three-county area and therefore creates the need for on-river interests to be represented.  Ms. O’Connell responded saying as part of her responsibilities; she keeps Commission members informed and carries the on-river interests to the Ad Hoc Recovery Group meetings.

Evaluation of Future AWBA Storage
Ms. O’Connell directed members to the outline on the “Evaluation of Future AWBA Storage”.  She described how the outline was developed and indicated that much of what is described is already a part of the Ten-Year Plan process.  As part of this second process, Ms. O’Connell suggested perhaps a matrix could be developed that reflecting attributes at the AMA level, such as locations where the AWBA has stored water to date relative to the goal for each AMA.  She asked if this met the direction given by the Authority at the last meeting.
Mr. Mawhinney described one of his major concerns being a lack of clarity on what discretion the authority has to make decisions considering diminished resources including money and water.  Given what he sees in the Joint Recovery Plan, there is very little discretion for the AWBA and it appears the AWBA’s role is limited in the future.  He questioned whether matters should be organized so decisions are made by another competent decision maker.  He suggested staff look at a most-likely scenario of water, money and capacity over the next ten years and seriously look at the AWBA’s role.  

Chairman Fabritz-Whitney asked what role Mr. Mawhinney sees going away for the AWBA.  He responded saying where the AWBA stores water appears to be fixed at this point and doesn’t require the AWBA to make decisions.  Whether or not the AWBA acquires a water supply has been shut down.  If the AWBA is not making movement to acquire supply, then the AWBA should admit this.  Mr. Hartdegen expressed concern that the AWBA acquiring a supply would just add one more entity to the list of others acquiring supplies.  Mr. Mawhinney countered Mr. Hartdegen’s statement indicating that the AWBA has obligations and no advances are being made on acquiring water.  Mr. Hartdegen countered stating that people are looking for water.  
Mr. Neal expressed concern that AWBA staff needs to complete its annual Ten-Year Plan by June and a primary purpose of the plan is to evaluate future storage by the AWBA.  He recalled a concern expressed at a previous meeting that, in light of reduced water availability and storage capacity availability at preferred locations in Pima County this year, the AWBA decided to store at Pinal County GSFs rather than at less desirable locations in Pima County.  Mr. Neal indicated that he would prefer that staff prepare the Ten-Year Plan with a focus on prioritizing storage in the Tucson AMA if water supplies will be limited instead of preparing another separate report.  Mr. Mawhinney agreed with Mr. Neal and indicated that he assumed the outline prepared by staff was intended to be part of the Ten-Year Plan.  Ms. George agreed with Mr. Neal about focusing on the Tucson AMA because the storage is so far behind relative to other AMAs.  Chairman Fabritz-Whitney summarized the direction for the Ten-Year Plan:  focus on the Tucson AMA, evaluate possible alternatives for meeting the goals and Indian firming.    
Call to the Public

Mike Block, Metro Water District, spoke representing the Southern Arizona Water Users Association (SAWUA).  He indicated that while SAWUA is concerned about goals in other AMAs, SAWUA wants more storage in the Tucson AMA.
Kathy Ferris, Arizona Municipal Water Users Association (AMWUA), made two points.  First, she indicated she is very happy with the progress of the Ad Hoc Recovery Group and she supports the outline.  She indicated that she believes her clients would not oppose an on-river representative on the Ad Hoc Recovery Group.  Second, she noted a number of issues needed to be worked through with regard to use of the 4¢ ad valorum tax for meeting CAWCD’s financial shortfall.  Consensus is needed on what statute does and does not allow and that the matter is a legal issue. There also needs to be an understanding of how the taxes collected prior to 2010 might be treated differently than monies collected afterward when the resolution changed.  It is important that these issues are resolved to the satisfaction of the AWBA, CAWCD, and M&I stakeholders who are beneficiaries of the tax.
Robin Stinnett, Salt River Project, expressed appreciation for participating in the Ad Hoc Recovery Group and for the joint participation of the three organizations (CAP, ADWR and AWBA).
Chairman Fabritz-Whitney announced the next AWBA meeting is scheduled for Wednesday, June 19, 2013.  Mr. Mawhinney moved to adjourn the meeting.  Ms. George provided the second and the motion carried.  
The meeting adjourned at 11:40 a.m.  
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