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Welcome/Opening Remarks
Chair Michael Lacey welcomed the attendees.  All members of the Authority were present with Jim Hartdegen attending via telephone. 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 June 18, 2014 regular quarterly meeting with some clarification changes made on page two.  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.  Virginia O’Connell, AWBA Manager, gave an overview of deliveries for 2014 stating that deliveries through August were on schedule with 65% of deliveries completed.  She explained that there could be some turn back water from the AWBA’s groundwater savings facility partners given the recent rains.  If so, there is sufficient capacity to store that water at the underground storage facilities.
Colorado River Status Update.  Patrick Dent, CAWCD, gave a presentation called “Update on Reclamation Operations and Basin Hydrology”.  A copy of the Power Point presentation is located on the AWBA’s website for this meeting.  Highlights included:
· Lake Powell is at 51% of full capacity with 12.31 million acre-feet of storage
· Lake Mead is at 39% of full capacity with 10.13 million acre-feet of storage

· Unregulated inflow into Lake Powell is at 97%
· Most recent storm will increase the estimated inflow for September of 2014
· Intervening flow is below average for all locations measured

· Recent storm systems have resulted in significant water order cuts on the river and within CAP so there may be additional unused water from on-River users and turn back water from CAP customers

· Recent storm events created good flow into Lake Pleasant

· August 24 Month Study shows the lake elevation in Lake Mead at 1,083.37 for January of 2015, so 2015 will be a normal water supply year.

Mr. Neal asked if CAWCD was planning to leave any unused apportionment in Lake Mead as it did last year.  Mr. Dent indicated that CAWCD is discussing the matter and some water is expected to be left in Lake Mead but the amount is not known at this time.  
Recovery Planning Update.  Laura Grignano, CAWCD, gave an update on recovery planning efforts.  She indicated that CAWCD is focusing on developing recovery agreements with its customers.  Fifteen out of 22 M&I subcontractors recently surveyed expressed a willingness to discuss potential recovery partnerships. Meetings have been scheduled in September and October to begin those discussions.  The ultimate goal is to enter into recovery agreements with customers that have recovery capabilities and are willing to become partners. CAWCD is also planning to discuss recovery partnership opportunities with tribal entities and regional water agencies like the Salt River Project.  She explained that CAWCD has also established an internal recovery team to ensure coordination between departments responsible for recovery.  She also emphasized that the three agencies (i.e. CAWCD, ADWR and the AWBA) continue to meet on a quarterly basis to discuss pertinent recovery issues.
Indian Settlement Responsibilities.  With regard to the White Mountain Apache Tribe settlement, Ms. O’Connell explained the deadline for filing an objection to the settlement in adjudication court ended September 8, 2014. There were two objections filed for the Little Colorado and five for the Gila River general stream adjudication.  The court has to consider the objections as well as the terms of the settlement. There could be a hearing scheduled to hear the objections. The settlement is not likely to become enforceable until 2016. There are Federal requirements that must still be met. Once enforceable, the AWBA will have a firming obligation of up to 3,750 AF per year when NIA priority CAP water is insufficient to meet demand. The Federal government has the same firming requirement.
Regarding the settlement with the Gila River Indian Community (Community), AWBA staff continues to work with Community staff on the draft IGA for firming.  The negotiating team has taken a timeline approach in developing the IGA, using the AWBA’s Ten-Year Plan as the basis for evaluating and preparing for potential future shortages. The IGA will outline the steps that will need to be taken by each party as the possibility of a shortage draws closer.  A revised draft is currently under review by Community staff.  Substantial progress has been made and both parties feel optimistic that a draft will be available for review by the AWBA Commission at the December meeting. 

Finally, Ms. O’Connell briefed Commission members on the general fund appropriation request approved by the Commission at the last meeting.  The request was for $895,000 to meet Indian settlement obligations, specifically to pay for the final 5,000 acre-feet of planned deliveries to the Southside Replenishment Bank (SSRB) in 2015.  Staff submitted the request to ADWR.  ADWR has decided not to include the request under its budget.  Instead, the AWBA will be going forward making the request as part of the legislative budget process.
Mr. Mawhinney asked if AWBA staff would have to work the bill.  Ms. O’Connell indicated that Doug Dunham would still be the AWBA’s legislative liaison.  Chair Lacey added that he would be discussing the process with the Governor’s Office the following day. Mr. Mawhinney expressed concern that if the AWBA Commission waits until December it will be foreclosed from moving forward.  Chair Lacey indicated that staff already had direction from Commission members and could move forward, and that Ms. O’Connell will keep members updated on the progress.
Discussion on Potential Legislation to Extend the Water Storage Tax
Ms. O’Connell informed Commission members that the Public Policy Committee of the CAWCD Board held a meeting on September 4th.  At that meeting, CAWCD staff presented the 2015 proposed state and federal legislative agendas.  Included in the discussions was a recommendation to seek legislation to extend the expiration date of the Water Storage Tax (4-cent ad valorem tax) from 2017 to 2045 and to keep the current statutory language the same. These were initial discussions.  The Committee was not scheduled to vote on a recommendation to the full Board.  A public information meeting has been scheduled for September 23rd at 10:00 a.m. to discuss this and other proposed state legislation.
Commission members discussed the importance of extending the 4¢ tax and the need to have discussions with CAWCD, the AWBA and stakeholders in advance of the legislative session on how the existing and potential future revenues will be used.  Mr. Mawhinney described the history of the CAWCD Board resolution that authorizes use of the 4¢ tax for water banking purposes each year.  He expressed concern that the language in the resolutions had become less explicit over time with regard to water banking purposes.  He expressed how important CAWCD’s commitment to the AWBA is going forward and asked how the AWBA should communicate its concerns at the upcoming information meeting on September 23rd.  Ms. George commented that if there was an opportunity, the AWBA should support use of the 4¢ tax for water banking purposes.  She also expressed concern that CAWCD would not proceed with the legislation if there were changes to the language other than the date change.  She emphasized how important it was to have discussions before heading to the Legislature.  Commission member Mawhinney noted that he would be attending the September 23rd meeting.
Mr. Neal asked if the recent credit purchase legislation and related IGA relies upon extension of the tax.  Ms. O’Connell indicated the IGA and legislation is silent on what happens if the tax is extended.  Several Commission members expressed that support for the extension of the tax should be accompanied by a commitment on CAWCD’s part to use the tax to support water banking purposes going forward.  Mr. Hartdegen commented that the parties need to look more closely at the statutes and the IGA, and that CAWCD will likely need a better idea of where any credits will be purchased.
Chair Lacey asked for public comments.  Jeffery Kros, Arizona Municipal Water Users Association (AMWUA), commented that AMWUA members are not opposed to the extension of the tax, but need more specificity on how the monies will be used.  AMWUA members want a better mechanism for allocating those monies, and its members want more accountability and transparency that monies are being used for their intended purpose. He also expressed concern that monies collected in Maricopa County are being used to benefit other counties and that more proportionality is needed.  He added that the AMWUA Board would be considering this issue at the end of September.

Draft 2015 Plan of Operation
Ms. O’Connell reviewed the Preliminary Draft 2015 Plan of Operation (Tables 2, 3 & 4). Under the Draft Plan, the AWBA will have 54,100 acre-feet of water available in 2015.  Of this amount 49,100 acre-feet will be delivered for recharge in the three AMAs: 15,230 acre-feet in the Phoenix AMA, 9,600 acre-feet in the Pinal AMA, and 24,270 acre-feet in the Tucson AMA. The remaining 5,000 acre-feet will be delivered to the Southside Replenishment Bank (SSRB).    Ms. O’Connell indicated that staff is proceeding with a water storage permit application for the Granite Reef Underground Storage Project (GRUSP) and that the final plan may show some deliveries to GRUSP.  
Ms. O’Connell explained that the water delivery rate increased by $13 to $179 per acre-foot. Staff is proposing that the cost-share rate paid by groundwater savings facility operators remain the same at $34/AF for the Phoenix and Pinal AMAs and $16/AF for the Tucson AMA.  She noted that water storage facility rates have increased slightly in both AMAs.  Under the 2015 Plan, the AWBA expects to accrue approximately 45,000 acre-feet of credits at a cost of approximately $8.7 million, which includes just over $3 million in withdrawal fees, over $4 million in 4¢ tax monies and the remaining $2 million in shortage reparation monies. Deliveries to the SSRB will cost $895,000.
Ms. O’Connell informed Commission members of two items are not currently included in the Draft 2015 Plan: inter-AMA firming and credit purchase.  She indicated that Metro Water has expressed an interest in possibly participating in inter-AMA firming, but are not able to make a commitment at this time.  If they later decide to participate after the final plan is adopted, the plan would need to be amended.  Regarding credit purchase, the AWBA has a potential opportunity in the Tucson AMA to purchase M&I firming credits using 4¢ tax monies.  In the Phoenix AMA, AWBA does not have a specific opportunity, but is considering purchasing credits for Indian firming using withdrawal fees. 

Mr. Neal asked if Metro Water agrees to participate in inter-AMA firming but the total volume delivered for the year does not change, how will that work?  Ms. O’Connell responded saying that whatever volume agreed to for inter-AMA firming would be  part of the existing volume planned for deliveries to Metro Water’s facility. The difference would be that Maricopa 4¢ tax monies would be used instead of using Tucson monies to pay for the deliveries.  Mr. Neal asked if that would require approval by CAWCD.  Ms. O’Connell responded that it would not.  Mr. Mawhinney moved to direct staff to schedule and hold public meetings on the Draft 2015 Plan of Operation in conjunction with the Groundwater Users Advisory Council Meeting in the Phoenix, Pinal and Tucson AMAs.  Ms. George seconded the motion and the motion passed.
Initial Discussion on Future Use of Shortage Reparation Credits
Terri Sue Rossi, AWBA Technical Administrator, reviewed the briefing paper on the “Use of Credits Accrued from Monies Made Available under the Arizona-Nevada Shortage Sharing Agreement”.  Ms. Rossi explained that when the Commission last addressed the issue in 2008, it decided to use the monies to store water across the three AMAs, but resolved that it was premature to decide how the resulting credits would be used.  While immediate resolution of the issue is not necessary before the end of the year, the probability of shortage is becoming more immediate.  Because the credits were intended to be used during the interim period, which lasts through 2026, the matter should be addressed before the AWBA has its first firming requirement.  Based on historical discussions and what is known now, Ms. Rossi described two ends of a spectrum for the Board to consider: one end described as “First Come First Served” and the other end described as “Allocation based”.  Under first come first served, firming needs realized early on would be met with shortage reparation credits.  According to the Joint Recovery Plan, this would likely mean Indian and on-River M&I firming.
Members asked for clarification on what is meant by shortage reparation credits would not need to be paid back.  Ms. O’Connell explained that credits developed using general fund appropriation monies must be replaced after they are used by the entity that used them, except when they are used for Indian firming.  The AWBA was required to reserve a reasonable number of credits using general funds to firm on-River supplies. To date, the AWBA has only accrued 96% of the 420,000 acre-feet needed. Although the general fund credits can be used for any purpose, because the AWBA has not yet met its reserve amount for on-River, it is not likely they would be made available for other firming purposes. She added that credits developed using 4¢ tax monies do not have to be replaced.

Ms. George explained that her position in the past and continues to be that the credits were intended to offset impacts during the interim period.  She would advocate that staff develop options reflecting the first come first served end of the spectrum.  The other members agreed.  As such, staff will prepare alternatives reflecting that direction.
Call to the Public
Val Danos, AMWUA, announced that this would be his last AWBA meeting as he is retiring.  Everyone wished Mr. Danos well.  Chair Lacey announced the next meeting dates and asked for a motion to adjourn.  The meeting adjourned at 11:14 a.m.
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