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Welcome/Opening Remarks
Chair Michael Lacy welcomed the attendees.  All members of the Authority were present.  Ex-officio members, Senator Gail Griffin and Speaker of the House Andy Tobin, were not in attendance.

Approval of Minutes

Chair Lacey asked for a motion to approve minutes from four separate meetings conducted since the last regular quarterly AWBA meeting.  Vice-Chair Maureen George moved to approve the minutes from the December 4, 2013 regular quarterly meeting, the February 4, 2014 Joint Recovery Plan Workshop and the February 14, 2014 and March 7, 2014 special meetings.  Cliff Neal seconded the motion and the minutes were approved.

Water Banking Staff Activities

Monthly Deliveries.  Ms. O’Connell gave an overview of deliveries in 2013 stating the AWBA started the year expecting to store around 52,000 acre-feet and finished the year storing a little over 77,000 acre-feet.  In June, the AWBA received an additional 8,000 acre-feet storing 6,500 acre-feet in Tucson AMA and the remainder in the Phoenix AMA.  In November, there was an additional 19,000 acre-feet of turn back water available.  The AWBA was able to store 17,000 acre-feet.  Of that amount, 3,300 acre-feet was stored, using the remaining capacity, in the Tucson AMA.  Roughly 14,000 acre-feet were stored in the Phoenix AMA.   By year end, the AWBA delivered 31,000 acre-feet to the Phoenix AMA, slightly under 20,000 acre-feet to the Pinal AMA and just less than 27,000 acre-feet to the Tucson AMA.

Ms. O’Connell explained that Arizona did not use its full entitlement in 2013 leaving approximately 23,000 acre-feet in Lake Mead.  Mr. Mawhinney asked if this unused water is placed in an Arizona account or if it became system water.  He also asked if this is the first time Arizona has left water in Lake Mead since 2005.  Ms. O’Connell responded saying that it became system water. Because of how the River is operated there is uncertainty about the actual volume of water still available at the end of the year. In recent years however, the lower basin states have agreed to leave water in Lake Mead in order to benefit the system as a whole.  Tom McCann, CAWCD, explained further that because of potential shortage conditions, CAWCD did not make heroic efforts to get all the water off the river last year.  He stated that CAWCD consciously operated with the anticipation that 20,000 to 30,000 acre-feet would be left in the system.  He explained that even though the water does not go into an account for Arizona, it does help protect specifically Arizona and others against future shortage.  In this case, the water becomes unused apportionment.  Over the last several years, CAWCD joined with the Southern Nevada Water Authority (SNWA) and the Metropolitan Water District of Southern California (MWD) to ask the Secretary not to make unused apportionment available to other states.  To date, the Secretary has granted that request.  The result of these efforts is about 1 foot of elevation increase in Lake Mead.

Regarding 2014 deliveries, Ms. O’Connell indicated the AWBA is scheduled to store about 60,000 acre-feet.  Overall deliveries through March are close to projected except that deliveries to the Pinal AMA are a little behind because the Gila River Indian Irrigation Drainage District (GRIIDD) decided to take the Southside Replenishment Bank (SSRB) deliveries at a rate of 1,000 acre-feet per month over five months instead of the full 5,000 acre-feet in February.  Deliveries to the Tucson AMA are slightly behind due to maintenance at the Tucson facility.  Ms. O’Connell explained that she does not anticipate any issues, but will inform the Authority if any should arise.

Meetings.  Ms. O’Connell described two meetings of interest attended by staff:  ADWR’s February 19, 2014 Enhanced Aquifer Management (EAM) meeting and CAWCD’s Rate Setting Workshop.  The EAM meeting focused on the types of storage and recovery, including AWBA activities that are included in the proposal.  Ms. O’Connell described the purposes of the EAM proposal and explained the proposal only applies to future credits.  In summary, the proposal envisions a 0% cut to the aquifer for recovery within the area of impact of a recharge facility or within the boundaries of a groundwater savings facility (GSF), a 10% cut for recovery outside the area of impact or outside the GSF boundary but inside the same sub-basin and a 20% cut for recovery outside the area of impact or outside the GSF boundary but outside the same sub-basin.  The Arizona Municipal Water Users Association (AMWUA) has a similar concept but applies only to the Phoenix AMA.  This proposal includes the concept of Special Enhancement Areas (SEAs) designated by ADWR.  Under the AMWUA proposal, recovering outside a SEA would continue to have a 5% cut to the aquifer for recovery within the same sub-basin and a 20% cut for recovery outside the sub-basin.  Both proposals have incentives for storing in areas of need.  For example, under the AMWUA proposal, storing inside a SEA and recovering outside that same SEA would allow recovery up to 115% of the volume stored.  ADWR’s proposal indicates some allowance for those storing and recovering for drought purposes.  

Ms. O’Connell requested the AWBA be exempt from the EAM proposal for the reasons she noted in her letter to ADWR December 18, 2012 in addition to other reasons.  She noted that the AWBA is not a water utility or municipal water provider.  The AWBA’s goals are to provide back-up supplies during shortages. While the AWBA supports recovery in the area of impact and holds an intention to do so, the AWBA is not authorized to recover water and must rely on others to do the recovery.  Consequently, there may be occasions when flexibility is needed.
Ms. O’Connell also told ADWR that a goal of the AWBA is to assist ADWR in meeting water management objectives through, for example, extinguishment of credits in key areas.  Given that credits are limited, the AWBA could also agree that credits would not be recovered in certain areas, having them recovered instead in areas that would not impact physical availability.  She offered that AMWUA’s proposal accounts for this second alternative somewhat under the SEAs, but there could be locations not identified as a SEA that could still benefit or where recovery would be undesirable.
Ms. O’Connell continued saying the AWBA’s recovery agents would be encouraged to recover within the area of impact (AOI) to preserve the AWBA’s credits.   However, this may not always be the best course of action.  For example, there could be water levels issues within the AOI of a GSF since they encompass a large area.  In those cases, the AWBA may want recovery of some of that water to occur remotely from areas where more water is available.  Ms. O’Connell explained that depending on where recovery occurs, additional credits may be required stretching resources further.  She noted that while there have been comments suggesting the proposal will have limited impact on the AWBA because excess CAP water supplies are dwindling, things could turn around. Increasing rates could potentially result in additional supplies.  There could also be opportunities for the AWBA to store water for interstate purposes using Nevada’s unused apportionment.

Ms. O’Connell further pointed out that under the Storage and Interstate Release Agreement, the AWBA needs to report how many credits it accrues.  If the number of credits cannot be known until recovery, then the AWBA cannot accurately report the number of credits accrued to the USBOR.  Moreover, Nevada will want certainty on this point as well.  

Ms. O’Connell explained that the AWBA is already providing a significant water management benefit.  She added that the topic of water storage locations comes up in various discussions and while the AWBA is also concerned about storage location, she reminded everyone that the AWBA has always been last in line in terms of priority for storage facilities.  She explained that CAWCD adopted a new policy that gives the AWBA higher priority at CAWCD facilities.  Still, the AWBA does not want to be in competition with others for storage capacity as those entities also want to store and recover in the area of impact.  For example in Tucson, the AWBA wants to do more storage at the Tucson Water’s facilities, but capacity is limited.  The AWBA has met with Tucson area interests.  As a result of those discussions, the parties established a strategy for storing water according to a priority system where storage at Tucson’s facilities is first and storage at LSCRP is last.  Mr. Neal offered that the Southern Arizona Water Users Association submitted a proposal; he thinks this proposal will address some of the AWBA’s concerns about storing at Tucson facilities.  Ms. O’Connell concluded her remarks saying ADWR is evaluating the comments received and the AWBA is waiting to hear back.

Ms. O’Connell stated that on April 10th, staff also attended CAWCD’s recent Preliminary 2015-2020 Rates:  Customer Workshop.  This year’s rate is $166 per acre-foot.  CAWCD reported that the proposed rate for 2015 will increase by 8% to $179.  Starting in 2016, rates will increase at roughly 3% per year until 2020 when rates will take another significant increase of 11% up to $221 per acre-foot.  According to Ms. O’Connell increases are due primarily to energy and Navajo Generating Station cost impacts.  She described what these increases mean to the AWBA is fewer credits for the same dollar.  She informed the members that the rates would be presented to the Finance, Audit & Power Committee on April 17, 2014.  This Committee will make a recommendation to the Board where action will be taken at the regular CAWCD Board meeting in May.
Colorado River Status.  Ms. O’Connell explained that the USBOR’s August 24 Month Study, published in 2013, projected a significant chance that a shortage could be declared for 2016.  While such a declaration was not expected to trigger a firming requirement, under such conditions the Bank would not have water available for storage.  However, based on the most current information also from the USBOR, Lake Mead elevations are projected to be above the 1,075 foot elevation level in January of 2015 and 2016 and consequently no shortage declarations are anticipated in those years.  Ms. O’Connell also mentioned that snowpack in the basin (mostly the upper basin) is slightly better than average at 111%.

With regards to the impact on the AWBA’s Ten-Year Plan, Ms. O’Connell explained that CAWCD staff has provided water supplies projections for the AWBA’s Ten-Year Plan.  The cumulative amount for the 10 years is a little over 520,000 acre-feet, which is about 168,000 acre-feet less than last year’s projections of approximately 690,000 acre-feet.  She reminded the members that the numbers in the Ten-Year Plan are long-term projections.  The AWBA would continue to look at short-term projections like the USBOR 24 Month Study data.   If this data shows there will be a shortage, then the AWBA would address that in the annual Plan of Operation process.  If the AWBA has the ability to purchase credits, the members could decide at that juncture whether or not to purchase credits.

Mr. Neal asked why the total volume available in the Ten Year Plan dropped 20% from the number CAWCD provided for the Ten-Year Plan last year.  Ken Seasholes, CAWCD, explained that the data and the assumptions have remained the same between the two sets of projections except CAWCD has updated the three-year projections from its customers and they have incorporated some use assumptions associated with customers taking Non-Indian Agricultural water.

Mr. Mawhinney commented that the water availability is getting more limited, price is going up and the AWBA’s obligations are staying firm if not increasing.  He expressed concern about Mr. McCann’s statements regarding leaving 23,000 acre-feet of water on the River indicating that such a volume represents 50% of the entire amount the AWBA was provided to store last year.  He recognized there are external pressures to keep the level in Lake Mead up.  At the same time, however, he was reminded that the original purpose of the AWBA was to take Arizona’s remaining entitlement off the river.  He suggested the AWBA send a message to CAWCD saying the 23,000 represents a significant loss to the AWBA and that perhaps steps should be taken in the future to ensure full use of Arizona’s entitlement.  

While Ms. George agreed with much of what Mr. Mawhinney said, she described the situation as having two options:  leave water on the River and help delay a shortage or take 100% of the entitlement and perhaps risk bringing shortage on sooner.  Between the two less than desirable options, she would favor keeping the water in Lake Mead.  She concluded her remarks saying the importance of not going into shortage outweighs the need to get more credits in the ground.

Action Planning.  Ms. O’Connell explained the AWBA started an action planning process last year as a result of last year’s Ten Year Plan.  There were two items identified for immediate action:  seek legislation authorizing AWBA to purchase long-term storage credits and request a general fund appropriation for meeting Indian settlement obligations.

Regarding the legislation, SB 1478 passed third read in the house. The bill has been forwarded to the Senate for concurrence.    Regarding the general fund appropriation,   the $664,000 request to pay for delivery of 4,000 acre-feet to the Southside Replenishment Bank was not included in the Fiscal Year 2015 budget signed by Governor.  Staff will instead use Pinal AMA withdrawal fees carried over from last year to offset these costs.  Because carryover funds will be exhausted this year, any withdrawal fees used for this purpose in 2015 will reduce the amount that can be used for water storage.

The Commission members discussed the appropriation process used last year, how well it worked, or failed to work, and what other potential options the AWBA has for seeking an appropriation.  Ms. O’Connell offered the AWBA has the authority to seek an appropriation outside ADWR’s budget.  The Commission members indicated the AWBA should attempt to secure a general appropriation for Indian firming again in the next legislative session and to start that process sooner.

Regarding continued work with the Gila River Indian Community, Ms. O’Connell indicated that the two staffs are a little behind but progress is being made and staff is working toward having draft IGA language for the June meeting.

Ms. O’Connell asked Terri Sue Rossi to describe the focused implementation and stakeholder review step of the action planning process.    Ms. Rossi described two work products:  a summary of the AWBA’s action planning process and a table of one-year accomplishments linked to the AWBA’s strategic commitments.  She explained that staff would like to seek feedback from stakeholders on these two items.  Mr. Neal had questions on the timing of the one-year accomplishment.  Ms. Rossi explained the action planning envisioned the one-year accomplishment clock starting at the beginning of the upcoming fiscal year consistent with the Annual Report and budget.  Because many of the actions items have already been started, there is more of a ragged edge.

Ms. George stated that the documentation is ready to go out.  She expressed her appreciation for the efforts and stated that it is good to have a written plan to keep us on focus.  Mr. Neal expressed concern about one of the success indicators regarding the 4¢ tax being extended beyond 2016.  His concerns were two-fold:  has the Commission made a policy decision on this point and if so what is the timing for staff action on this action item.  Staff responded saying the commitment is to participate in discussions with CAWCD and others on extension of the 4¢ tax levy.  Through the course of these discussions, the AWBA will decide its position on extending the tax.

Staff was directed to send the documentation to stakeholders for feedback and to bring it back for further consideration in June.
Joint Draft Recovery Plan
Ms. O’Connell described the status of the draft Joint Recovery Plan indicating the draft was first made available to the public on January 23rd.  On February 4th, CAWCD, ADWR, and the AWBA held a joint workshop where CAWCD staff presented the plan and the members of the Interagency Recovery Planning Group responded to questions.  The deadline for submitting comments was March 7, 2014.  Five formal letters were received and posted to the CAWCD and AWBA websites.  Several verbal and electronic comments were also received.  There were a number of comments supporting the accomplishments that have been made toward developing a recovery plan.   In general, the following comments were made:

· coordinate storage and recovery efforts 

· move forward on developing agreements with recovery partners 

· include stakeholders in any infrastructure decisions, particularly in the Pinal AMA 

· have more detail on implementation and costs

· RWCD also stated its interest in being a recovery partner 

The interagency group reviewed and incorporated the comments where applicable.   A red-line and clean copy of the draft are posted on the CAWCD and AWBA websites. Ms. O’Connell described the plan as providing a basic framework for recovery that will be updated as things move forward.  As an example, she referred members to a proposal from Phoenix and Tucson AMA entities on inter-AMA firming.  Based on the outcome of this proposal, there could be changes to the Joint Recovery Plan.  She also indicated there are still procedures that will need to be fine-tuned and policies developed.  Several members expressed their appreciation for the work product.

Ms. O’Connell then directed members to the draft preface of the Joint Recovery Plan noting that the members had asked the Interagency Group to work with legal staff on recommending a vehicle that recognizes the Recovery Plan.  Based on those discussions, the Group proposed the formal approval of a preface to the Joint Recovery Plan that sets forth the purpose of the Plan and acknowledges that it meets the objectives of the IGA among ADWR, the AWBA, and CAWCD to develop a coordinated and cooperative process for recovering the AWBA’s long-term storage credits.  She pointed out that the Commission would not be adopting the Joint Recovery Plan, but rather recognizing that staff will follow the procedures in the Plan and the IGA.

Members expressed concerns about the binding nature of the preface and whether the Joint Recovery Plan is a guideline or a law.  Nicole Klobas, attorney for the AWBA, responded describing the Joint Recovery Plan as a guideline suitable for adaption over time.  Members indicated that the Plan should not be put on shelf and that when the AWBA staff deviates from the Plan the Commission should be informed.  After further discussion, the Commission members described the Joint Recovery Plan as a guidepost for recovery activities going forward and as an indication of the willingness and ability for the three agencies to work together providing more stability to everyone involved.

Mr. Mawhinney made a motion to authorize the chair to sign the preface.  Mr. Neal seconded the motion, and the motion passed.

Updated AMA Firming Goals
Mr. Henley gave a presentation on the AWBA Firming Goals and Obligations relative to the changes made to modeling and actual operation of the Colorado River.  A copy of his presentation can be found on the AWBA website.  He presented three scenarios:

Case 1:  This scenario uses Arizona demand schedules for upper basin and on-river Indian demand and a CAP build-out of 2045.  This scenario assumes the Interim Surplus Guidelines continue indefinitely and uses the ADWR Director’s Recommended Shortage Sharing Formula.

Case 2:  This scenario uses the same demand schedules as Case1, but replaces the Interim Surplus Guidelines with the 80P1050 operating criteria after 2026 and assumes the pro-rata shortage sharing formula replaces the Director’s recommendation after 2026.

Case 3:  This scenario uses the Upper Colorado River Commission demands and the Ten Tribes Demand Schedule instead of Arizona’s schedules.  This scenario also assumes a CAP build-out in 2035 instead of 2045.  This scenario replaces the Interim Surplus Guidelines with the 80P1050 operating criteria after 2026 and assumes the pro-rata shortage sharing formula replaces the Director’s recommendation after 2026 as well.

Mr. Henley then described the results of the study.  The probability of shortage under Case 1 was 45-50%.  For Case 2, the probability of shortage was around 30% and for Case 3, the probability of shortage started around 60% and leveled out at around 85%.
Mr. Henley reminded the members of how the AWBA goals were established indicating the AWBA was required to identify a reasonable amount of water for On-River users.  In the course of establishing what was eventually a volume of 420,000 acre-feet, goals for other responsibilities were quantified including 2.7 million acre-feet for M&I firming and 550,000 acre-feet for the Indian firming, for a combined total of 3.6 million acre-feet.
Mr. Henley presented a comparison of the three cases relative to the original goals.  Case 1 came in at a combined 1.3 million acre-feet with the goal for M&I firming being substantially lower than the original goal.  Case 2 results were comparable and Case 3 showed markedly higher results for a combined total of over 9 million acre-feet.  Mr. Henley explained some details of the analysis and described a fourth scenario called Trace 95 that takes climate into account by representing a particularly poor hydrology.  Under Trace 95, the combined total was approximately 1.9 million acre-feet.

Ms. George asked for clarification on the number of years used in this analysis versus the 1997 modeling.  Mr. Henley indicated that this analysis assumes 85 years instead of 100, but because the 1997 modeling results did not show any shortages until the 2017 timeframe about the same number of years was used in both cases.  Mr. Neal asked if the 20% cap on M&I firming was a factor in any of the cases.  Mr. Henley responded that it was not a factor in case 1.  Because the 80P operation criteria was used in cases 2 and 3, the 20% was a factor.  Commission members expressed concern about the modeling understating the demands of M&I subcontractors by capping demands at the 20% level.  Mr. Henley cautioned members not to get too concerned about the assumption to shift to the 80P operating criteria.  The River has never been operated according to that criteria and there are operating strategies can be done three years out to manage against those shortages.  
Mr. Neal asked Mr. Henley if there was a run that included the Interim Surplus Guidelines, the optimistic Upper Colorado River Commission demands and the Ten Tribes Demand Schedule instead of Arizona’s schedules.  Mr. Henley responded yes and that he would make that information available to members and added that the probability would likely fall between the Case 1 and Case 3 levels.  
Mr. Neal asked for clarification about what the AWBA was hoping to do with this information.  Mr. Mawhinney asked if the idea here was to evaluate the models and examine them against our firming goals and obligations with the idea of either authenticating our goals or changing them.  Mr. Henley reminded the members that the AWBA was only supposed to identify a reasonable number of credits for on-river and not for any other obligation because the real goal is if the AWBA has money, capacity and water, then keep storing water.  The members can decide to change their goals or not based on this new information.  Mr. Mawhinney responded saying the AWBA is looking to see if the numbers are in the ballpark, and at least one of them appears very close.  Ms. George indicated her objective was to see where our goals are relative to the new modeling and whether we need to adjust if our goals large enough to cover the shortage given our current reality.
Mr. Hartdegen suggested we should keep the 4¢ tax in place, but keeping the tax will take a lot of effort.  Mr. Lacey indicated we would participate in those discussion, but there are many participants and we need a strategy for working with others.  Ms. George recommended that topic be placed on the next agenda.
Call to the Public
There were no comments from the public.  Chair Lacey announced the next meeting dates and asked for a motion to adjourn.  The meeting adjourned at 11:48 a.m.
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