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Welcome/Opening Remarks
Chair Michael Lacey 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 the April 16, 2014 regular quarterly meeting.  Vice-Chair, Maureen George moved to approve the minutes.  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 2014 stating that while a little behind in Phoenix and Tucson, the AWBA is on target having delivered around a third of its expected deliveries for the year.
Colorado River Developments.  Chuck Cullom, CAWCD, gave a presentation called “Drought Response and System Sustainability”.  A copy of the Power Point presentation is located on the AWBA’s website for this meeting.  Highlights included:
· Lake Mead and Powell have been depleted by 25 million acre-feet since 2000 under normal conditions, about 41-43% of their capacity

· Structural deficit of 1.2 million acre-feet is contributing to lake level elevation declines
· CAP is forced to bear the obligations of others

· For a shortage to be avoided in 2017, 15.2 million acre-feet of inflow into Lake Powell is required

· Since 1964, there have only been 8 such inflows so the probability is low; thus there is a high likelihood of a Tier 1 shortage declaration in 2017

· No water will be available to AWBA if a shortage is declared in 2017

· Structural deficit will also cause Lake Mead to fall below 1,000 feet elevation at which time it will take an estimated15 years to recover back to the 1,075 feet elevation level

· Looking for a proactive alternative that is mutually agreed upon by the Lower Basin states and the USBOR to reduce the deficit by 600,000-900,000 acre-feet
Tom Buschatzke addressed the AWBA saying that a year ago, another modeling effort showed the same results.  To address the structural deficit, the states have been getting together to look at short, mid and long-term views.  Over the last year, the lower basin states have started to focus more on the short-term view and the idea of reducing use by1.5 to 3 million acre-feet over the next five years.  CAP and ADWR are reaching out to the other basin states, particularly California, to help them see the potential impact on their states.  Additionally, ADWR has been to Yuma to discuss some risks the Yuma area may have not previously considered.  He indicated that these discussions were making progress.
Chair Lacey asked if the AWBA needs to revisit the Recovery Planning effort to determine what the impact of this information might be.  Ms. O’Connell responded that staff will update its analyses as new information is made available by the USBOR which would include the analysis for recovery planning.  Chair Lacey asked if the modeling being done to support the analysis described by Mr. Cullom was ready for incorporation into the Recovery Planning modeling.  Mr. Cullom responded that it was.  
Authority members asked if the results shown by Mr. Cullom are an outcome of climate change or something else.  Mr. Cullom explained that the results of the analysis can be attributed to a mass balance problem. Ms. George cautioned Commission members that the AWBA could only distribute credits during a shortage event.  The credits were originally not intended to be used in the event water users are asked to cut back in advance of such an event, but the AWBA may want to reconsider that matter.
Tom McCann, CAWCD, suggested waiting six months before updating the modeling since everything is too speculative at this time.  Mr. Neal expressed concern about a recent article in the New York Times regarding this issue.  He asked when he could report back to his mayor that the problem is being addressed.  He wanted to know when the Secretary of Interior will make a decision about the proposal the Lower Basin states will present in July.  Mr. McCann indicated that he did not have a specific timeframe in which a decision would be made and that it might not ocurr in the near term.  He added that the articles were incorrect in stating that the shortage would be affecting cities.

CAWCD 4¢ Tax Resolution.  Ms. O’Connell informed Commission members that at its meeting on June 5, 2014, the CAWCD Board set the water storage tax rate at 4¢ for 2015 and that the resolution regarding the use of those funds was the same as last year.  She also informed members that discussions on the possible extension of the water storage tax are expected to begin in the fall of 2014.  Mr. Mawhinney asked about the AWBA’s request to change the language in the Board resolution back to including use by the AWBA.  Ms. O’Connell indicated that she had previously discussed that revision with CAWCD staff.  She noted that while AWBA storage has not been specifically identified, CAWCD includes storage by the AWBA for M&I firming under the definition of OM&R and that the CAWCD Board continues to support use of the funds for this purpose.  Chair Lacey suggested that a joint meeting between the CAWCD Board and the AWBA Authority would perhaps help address this issue.  The members agreed and Mr. Lacey directed staff to organize a joint meeting.  Mr. Neal asked if the resolution considers the purchase of credits by the AWBA to be a part of OM&R.  Ms. O’Connell indicated that staff will confer with CAWCD staff on the potential for purchasing credits when developing the Annual Plan of Operation. The Plan that is adopted will identify the amount of money the AWBA will request to purchase a targeted amount of credits. The CAWCD Board will then agree or not to set aside revenues it collects for that tax year for that purpose.
Inter-AMA Storage Proposal.  Ms. O’Connell briefed Authority members on a joint proposal from the Arizona Municipal Water Users Association and the Southern Arizona Water Users Association (available on AWBA’s website).    She noted that additional legal and technical review was needed to determine if an exchange agreement was needed for the AWBA to participate. Mr. Mawhinney asked how long the review would take.  Ms. O’Connell indicated she would have more answers at the next meeting.  Mr. Neal added that any issues rested with self-firming by subcontractors and not with firming by the AWBA.  He suggested the AWBA move forward and place an order that shows 4¢ water storage tax from Maricopa being used for deliveries to the Tucson AMA.  Ms. O’Connell indicated an order would be placed for all water available to the AWBA irrespective of the source of funding.
GRIC Firming Discussions.  Ms. O’Connell updated Authority members on the status of the intergovernmental agreement with the Gila River Indian Community on firming. AWBA and GRIC staff has been meeting.  Based on those discussions, staff has drafted an IGA which has been forwarded to the GRIC.  The IGA provides for a number of firming options to be available to the parties.  When the AWBA has a firming requirement, the parties can select the best option for that particular year and implement it.  She expects to have another meeting in July.
2013 Annual Report
Ms. O’Connell presented the Annual Report, the details of which are available in the Annual Report itself and the related PowerPoint presentation.  Highlights include:

· AWBA delivered over 78,000 acre-feet for storage in 2013; around 72,000 acre-feet of credits accrued (29,000 acre-feet in Phoenix AMA, 18,000 acre-feet in Pinal AMA, 25,000 acre-feet in Tucson AMA)
· Revenues collected were about $5.7million; expenditures were $11.2million including $7.5 million in 4¢ tax monies used to offset water delivery costs for storing water

· Cumulative credits accrued by AWBA to date are 3.9 million acre-feet of credits (3.3 million acre-feet for Arizona uses and around 600,000 acre-feet for Nevada uses)

Mr. Hartdegen asked if the AWBA had a received general fund monies last year, where would the Pinal AMA withdrawal fees have been used if they did not have to be used to deliver water to the Southside Replenishment Bank (SSRB).  Ms. O’Connell explained that the AWBA would have made the decision on whether to spend those monies to purchase and deliver more water for storage in the Pinal AMA.  Mr. Hartdegen asked if we would be using the Pinal AMA withdrawal fees for future SSRB deliveries if no general fund appropriation was forthcoming.  Ms. O’Connell responded affirmatively noting that these are the only other monies available for this purpose.
Terri Sue Rossi, AWBA, then presented the Ten-Year Plan, the details of which are available in the Annual Report itself and the related PowerPoint presentation.  Conclusions include:
· Water supply available to AWBA is diminishing and region moving closer to shortage conditions with a high likelihood of shortage in 2017

· Shortage condition means no water for AWBA

· If recovery is triggered, then Indian obligations are expected to be affected first followed by on-River responsibilities

· If water is available according to the schedule provided by CAWCD, then Phoenix AMA will meet its firming goal in 2021

· Pinal AMA firming goal can be attained assuming water availability and assuming the use of roughly 25,000 acre-feet of existing withdrawal fee credits

· Tucson AMA firming goal cannot be met

· SSRB fully subscribed by 2015

· Indian firming goals can be met but will have to use withdrawal fee credits
· Tucson AMA dependent on 4¢ water storage tax

· 4¢ water storage tax will be exhausted in Pinal and Tucson AMAs by 2017

· Indian firming goal may be 230,000 acre-feet too low given recent modeling to re-evaluate AWBA firming goals

Recommended actions include:

· Focus on Indian firming goals by developing agreements for satisfying Indian firming obligations, completing deliveries to the SSRB and seeking general fund appropriation to support Indian firming

· Implement next steps in Joint Recovery Plan

· Decide if numeric goals should be adjusted and if so how

· Establish policy on use of shortage reparation credits

· Apply Tucson AMA withdrawal fee credits to M&I firming

· Continue evaluating inter-AMA storage

· Supplement deliveries of Excess CAP water with purchase of LTS credits

· Pursue the continuation of the 4¢ water storage tax beyond 2016

· Develop public outreach program

· Revise Action Plan Year-One Accomplishments to align with Ten-Year Plan

Mr. Neal mentioned that the Granite Reef Underground Storage and Recovery Project or GRUSP has been re-developed and is expected to be available for operation.  He asked staff to consider GRUSP in its future Annual Operating Plan and Ten-Year Plans. Mr. Neal then moved to approve of the 2013 Annual Report and Ten-Year Plan as submitted, or with minor or technical changes, and direct staff to submit the report to Governor, Speaker of the House and President of the Senate.  Mr. Hartdegen seconded the motion and the Annual Report and Ten-Year Plan was approved.

Request for General Fund Appropriation for Indian Firming
Ms. O’Connell reminded the Authority members of the details of last year’s request for an appropriation to pay for deliveries to the SSRB.  With that as context, she presented a proposal for this year’s request.  The request included several options for deciding the amount of the request.  After considerable discussion, members agreed to request a total of $895,000 to cover the entire 5,000 acre-feet of planned deliveries to the SSRB in 2015.  This amount should include a request to appropriate an estimated $230,000 of non-reconcilable interstate monies already in the Water Banking Fund that can be used for this purpose.
The Authority also discussed whether or not the request should be submitted through ADWR’s budget or if the Authority should make the request directly to the Governor’s Office.  Chair Lacey indicated he would discuss the matter with the Governor’s Office and if there’s an issue he will bring that forward.

Mr. Mawhinney made a motion to approve a submittal for a General Fund appropriation to the Governor’s office in the amount of $895,000 including funds remaining in the Arizona Water Banking Fund pursuant to execution of the Third Amended and Restated Interstate Water Banking Agreement.  Mr. Mawhinney incorporated into his motion that the request include sufficient context to establish a full accounting of what the Indian firming obligation will cost and what has been paid to date and the monies that were used.  Mr. Hartdegen seconded the motion and the motion passed.

FY 2015 Administrative Budget
Ms. O’Connell reviewed the Fiscal Year (FY) 2014 budget and presented the proposed FY 2015 administrative budget.  She noted that the $690,000 adopted for FY 2014, actual expenditures totaled $462,000.  For FY 2015, the AWBA is proposing $656,000.  Mr. Mawhinney noted that the contract for Henley Consulting did not appear in the budget.  He asked for clarification on this point.  Ms. O’Connell indicated that Mr. Henley’s services were not included.  Mr. Neal expressed concern that Mr. Henley’s services would be needed as the AWBA heads toward difficult times.  Mr. Mawhinney asked if the AWBA still has a contract with Mr. Henley.  Ms. O’Connell indicated that the contract would expire June 30th, but that it was renewable.
Mr. Mawhinney moved to adopt the FY 2015 budget with the understanding that the Henley Consulting services would continue and be taken out of Professional & Outside Services.  The Authority also directed staff to delete the single line item called Action Plan under Professional & Outside Services.  Mr. Neal seconded the motion and the motion passed 4-1 with Vice-Chair George voting nay.

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 1:03 p.m.
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