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Welcome/Opening Remarks
Chairman Sandra Fabritz-Whitney welcomed attendees. All Authority members were present except for Jim Hartdegen and ex-officio members, Senator Gail Griffin and Speaker of the House Andy Tobin.
Approval of Minutes

Chairman Fabritz-Whitney requested a motion to approve the minutes of the September 4, 2013 regular quarterly meeting of the AWBA.  Cliff Neal moved to approve the minutes.  Maureen George provided the second to the motion, and the motion passed.
Water Banking Staff Activities

2014 Draft Plan of Operation.  Virginia O’Connell, AWBA Manager, provided an update on the draft 2014 Plan of Operation.  She informed Commission members that because of the government shut down, CAP does not have a final order from its federal customers.  Still, the AWBA appears to be on target with the roughly 70,000 acre-feet of water identified in the preliminary draft Plan.  She noted she is working with CAP staff to focus deliveries for the Phoenix AMA at the Agua Fria and Hieroglyphic Mountains Recharge Projects in the west valley and Superstition Mountains Recharge Project (SMRP) in the east valley.  Deliveries are no longer scheduled for the Tonopah Desert Recharge Project as initially indicated. Commission members will be notified when the final delivery amounts become available.
Mr. Neal asked if the SMRP agreement between CAP and SRP leaves storage capacity available for the AWBA.  Ms. O’Connell responded that there is storage capacity available for the AWBA in 2014.  Mr. Mawhinney asked if the AWBA has sufficient financial resources to store additional water if it should become available.  Ms. O’Connell responded that it was dependent on the AMA. There are funding resources and storage capacity available in the Phoenix AMA.  In the Tucson AMA, there is some funding, but capacity is limited with additional storage capacity only available at the Lower Santa Cruz Recharge Project.  In the Pinal AMA, there is capacity, but there are no funds available for additional storage.
Recovery Planning Update.  Ms. O’Connell reminded Commission members that a draft of the first half of the recovery plan was provided at the last AWBA meeting in September. The draft was also provided to the Ad Hoc Recovery Planning Group for feedback. Several comments have been received. These comments and any additional comments will be reviewed for incorporation into the draft recovery plan.  The Interagency Recovery Planning Group is continuing its work on the remaining sections of the recovery plan.  While the second half of recovery plan has not been completed, the group has made considerable progress.  She introduced Laura Grignano, CAP senior analyst, who gave a presentation on the recent updates to the plan, which included an evaluation of the location of AWBA’s existing long-term storage credits relative to future recovery needs (available on the AWBA’s website).  Based on credits accrued through 2012, some important points include:
· 70% of credits accrued for M&I firming are located in the Phoenix AMA and Phoenix AMA subcontractors hold 64% of the M&I CAP entitlement

· 20% of the credits accrued for M&I firming are located in the Tucson AMA and Tucson AMA subcontractors hold 33% of the M&I CAP entitlement

· 10% of the credits accrued for M&I firming are located in the Pinal AMA and Pinal AMA subcontractors hold 3% of the M&I CAP entitlement

· 73% of Interstate credits, 73% of shortage reparation credits, and 76% of general fund credits, including the 256,174 acre-feet reserved for the Mohave County Water Authority, are located in the Pinal AMA making this AMA the focus for recovery for these purposes
· 87% of credits accrued using withdrawal fees are located in the Pinal and Phoenix AMAs making these AMAs the focus of recovery for Indian firming absent any future general fund appropriations used for Indian firming

Ms. Grignano described two examples of how recovery could be distributed between AMAs.  In both cases, the Pinal AMA would assume the majority of the recovery during the near and mid-term periods.  In the long-term, the Pinal and Phoenix AMAs would share the majority (over 72,000 acre-feet) in the first example.  In the second example, the Pinal AMA’s share of recovery would be just over 63,000 acre-feet and the Phoenix AMA’s share would be nearly 42,000 acre-feet.  The Tucson AMA would assume13,000 acre-feet of recovery in the first example and a little over 20,000 acre-feet in the second example.

Mr. Mawhinney expressed concern about the continued characterization of the AWBA meeting its M&I firming goal for the Tucson AMA given that projections indicate otherwise. He added that to suggest the withdrawal fee credits may be needed for this purpose instead of required is inappropriate.  Mr. Neal asked how staff could refer to it any differently until the credits have been dedicated to that purpose.  Mr. Mawhinney did not agree that the credits needed to be dedicated, only that it be recognized that they will be necessary.
Action Planning – Top Priority Items
Long-term storage credit purchase proposal.  Ms. O’Connell informed AWBA Commission members that the long-term storage credit purchase proposal, approved at the September meeting, was submitted to the Governor’s Office for review. Status updates will be provided to Commission members as they become available. She added that stakeholder comments to staff thus far have been supportive of the concept.  

General Fund appropriation for Indian firming.  Ms. O’Connell noted that at the September meeting, staff was also asked to prepare two papers.  One paper describes various water management objectives that can be addressed using withdrawal fee credits.  The second paper describes various options for using a general fund appropriation to meet Indian settlement obligations.  Both papers are available on the AWBA’s website.  Ms. O’Connell summarized the first paper indicating the AWBA should have an estimated 820,000 acre-feet of withdrawal fee credits by the end of 2014.  She described the various ways withdrawal fee credits could potentially be utilized to meet water management objectives beyond addressing M&I and Indian firming and added that there could also be other opportunities not yet realized. Some of the options identified may require a change in legislation.
Mr. Neal asked if the AWBA would be accruing a credit under option 3. f. that proposes the use of withdrawal fees to incentivize storage at GSFs by others.  Ms. O’Connell responded saying the objective of that option is to decrease groundwater pumping at groundwater savings facilities (GSFs).  The AWBA would not accrue credits, but would pay down the cost of others storing at the GSF.  It is possible however that through further evaluation and discussion, this option could be developed in a way that may result in credits accrued by the AWBA. 
Ms. O’Connell briefed Commission members on the second paper that provides specific options for how a general fund appropriation could be used for meeting the state’s Indian settlement requirements.  These options vary based on the availability of excess CAP water to the AWBA.  Ms. O’Connell pointed out that under conditions where excess CAP water is available but limited, storing water for Indian firming purposes using general fund appropriations would reduce the amount of water stored for the AWBA’s other obligations, potentially leaving monies available in the Water Banking Fund. Alternatively, if there is more water, a general fund appropriation would allow the AWBA to store that additional water, particularly in AMAs where money is limited. Assuming 2014 dollars, the options presented could produce anywhere from 5,700 to 90,000 acre-feet of credits assuming various levels of funding.
Mr. Neal asked given the AWBA’s proposal to deliver the remaining 10,000 acre-feet of water for the Southside Replenishment Bank over the next two years (5,000 AF each year) due to the increased shortage risk in 2016, if withdrawal fees are used in 2014 to deliver the additional 4,000 acre-feet over the 1,000 acre-foot minimum, would the AWBA accrue fewer credits for water management objectives.  Ms. O’Connell responded that this would be the case because the same funding source is needed to accomplish both purposes.  She noted that because the AWBA had less water available for storage in 2013, there will be withdrawal fees available to pay for the additional 4,000 acre-feet of deliveries to the SSRB in 2014 while still storing an amount similar to 2013 for management purposes.  For 2015, however, this will not be the case, since the withdrawal fees will have been fully expended in 2014. Delivering the additional 4,000 acre-feet of water to the Replenishment Bank in 2015 will mean that less water will be stored at the GSFs in the Pinal AMA that year. 
Chairman Fabritz-Whitney inquired if withdrawal fees from the Phoenix AMA could be used to pay for the additional storage at the SSRB.  Ms. O’Connell clarified that absent a legislative appropriation, only Pinal AMA withdrawal fees can be used for this purpose.  Mr. Henley pointed out that once the AWBA has delivered 15,000 acre-feet to the Replenishment Bank the obligation will have been met.  By delivering the remaining balance over the next two years, it will ensure the Bank has met its obligation in the event water is not available to the AWBA in 2016.  Mr. Neal reiterated that the water the AWBA could otherwise have delivered to agriculture in 2014 will instead be delivered to the Gila River Indian Reservation for meeting the Replenishment Bank reponsibilities.
Mr. Neal further inquired if general fund appropriations had previously been in the Indian reserve subaccount.  Ms. O’Connell responded that $12.4 of the $13.5 million originally provided had been reappropriated by the legislature.  Mr. Neal asked if such action was subsequently found to be unconstitutional.  Ms. O’Connell replied no clarifying that it had been the finding regarding monies transferred from the interstate resource subaccount.  General fund monies held in the Indian reserve subaccount would therefore still be at risk.

Mr. Mawhinney lauded the work product prepared by staff calling it innovative.  Mr. Neal agreed and inquired about the next steps. Ms. O’Connell explained that the deadline for ADWR to submit its appropriation request to the Governor’s Office is October 31st.  For ADWR to include the request in its budget, the AWBA would need to know the amount and specifically what the money would be used for.  Mr. Neal commented that from his perspective, the only item on the list that appears ripe for an appropriation request is the Replenshment Bank obligation.
Mr. Mawhinney offered that perhaps requesting money without a specific purpose would not be as problematic if the appropriation was requested in such a form that it remained directly in the control of the Legislature until the opportunity to spend it presented itself.  He suggested the Joint Legislative Budget Committee (JLBC) could be given the authority to release the funds.  While this would not be a direct appropriation, there would be an opportunity to use the funds when the time was right. The Legislature might find such a concept more attractive.  The question would be what would trigger the release of the funds.  Chairman Fabritz-Whitney responded saying she had not considered the JLBC holding the monies in an account.  The first step however, is that the Executive branch must still agree to an appropriation.  
Chairman Fabritz-Whitney reiterated her concerns.  First, the request must be very specific and second there must be water.  She explained that she is not comfortable asking for an appropriation to purchase water when there is no water available.  Mr. Mawhinney suggested a worse situation would be for water to become available and to not have money available.   Chairman Fabritz-Whitney suggested different monies are available including 4¢ tax monies and withdrawal fees, especially in the Phoenix and Tucson AMAs.  Ms. George expressed concerns about putting monies in a fund controlled by the JLBC, noting the money would be at too much risk.  Chairman Fabritz-Whitney asked if Mr. Mawhinney’s suggestion would require a change in statute.  Mr. Mawhinney commented that the idea was conceptual and that such details would need to be worked out. He reminded Authority members that the Tucson AMA is still far from reaching its M&I firming goals.  Getting an appropriation for the Replenishment Bank would make withdrawal fees directly available for M&I firming.  He continued indicating that Indian firming is an obligation the Legislature knowingly accepted and for which it had even provided an initial appropriation, which was then taken back.  The objective is to remind the Legislature of this obligation.  Chairman Fabritz-Whitney reminded the members that the AWBA has sufficient withdrawal fee credits to meet its Indian firming obligations today. Mr. Mawhinney had questions regarding the potential for more settlement obligations.  Mr. Henley provided a brief update on the status of various settlements and indicated that no discussions are pointing toward additional obligation.   
Mr. Neal suggested the AWBA request an appropriation for an amount sufficient to make the additional deliveries to the Southside Replenishment Bank for 2014 and to direct staff to work with the GRIC on developing the other options identified in the paper, particularly those involving non-traditional storage. A separate request for appropriation could perhaps be made the following year.  Ms. George supported Mr. Neal’s suggestions and also agreed with Mr. Mawhinney that the State took on the Indian firming obligation and should be held accountable.  Ms. O’Connell informed Commission members that the total cost to fullfill the Replenishment Bank obligation is $1.7 million.  The amount needed to pay for 4,000 acre-feet in 2014 is $664,000.
Mr. Neal made a motion that the AWBA request an appropriation for $664,000 to pay for the additional 4,000 acre-feet of water deliveries to the Southside Replenishment Bank in 2014 as identified in the current draft Plan of Operation and to reserve the option to request a general fund appropriation to pay for an additional 4,000 acre-feet of deliveries to the Replenishment Bank in 2015, subject to hydrologic conditions at that time, and further, to direct staff to develop an Indian firming proposal with the GRIC and the WMAT that explores the use of non-traditional storage.  Ms. George provided the second to the motion.  The AWBA Commision voted 3-1 in favor with Chairman Fabritz-Whitney voting nay expressing concerns that an artificial deadline was being created for the Replenishment Bank obligation, which is not to fullfill the obligation by 2015, but rather to deliver 1,000 acre-feet each year over the next ten years.  

Mr. Mawhinney asked that the AWBA hold discussions about any future appropriation requests in June or July instead of October as it did this year.  Chairman Fabritz-Whitney acknowledged Mr. Mawhinney’s request.
Call to the Public

Eric Braun, City of Mesa, clarified that while the City of Mesa had been identified in the paper on Options for Using a General Fund Appropriation to meet Indian Settlement Obligations, the reference in no way indicates support or lack of support for this particular option or any option described in the paper.  Chairman Fabritz-Whitney thanked him for his comment and announced a break for lunch, noting the meeting would resume no later than noon.
Action Planning – Environmental Scan
Chairman Fabritz-Whitney called the meeting back into order.  She explained the AWBA was going through an action planning process and that the first step in the process involved conducting an environmental scan.  She introduced Terri Sue Rossi, AWBA Technical Administrator, indicating that Ms. Rossi was providing her facilitation services to the group.

Ms. Rossi explained the overall action planning process to the group indicating there were four steps:

1. Environmental scan

2. Vision and commitments

3. Stakeholder feedback

4. AWBA final decision

She then led the group in a facilitated activity (results are posted on the AWBA’s website under Reports/Other).  Some implications of the environmental scan include:

· Diminishing resources:  water and money

· Increasing competition for water and money

· Possibility of near term shortage

· Possibility of falling below 1025’
· Need to make tough decisions on priorities

· External pressures
· Potential for major changes in Colorado River operations
· Celebrate success of AWBA and others in accomplishing what has been done
· Only the storage part of the program has been done; there’s still recovery
· Lack of political will and understanding

· Uncertainty

· Understand complexity of issues relative to staffing decisions

· Need for education

· Energy water nexus

· Sell/trade credits for strategic reasons

Chairman Fabritz-Whitney left the meeting at 1:00 p.m. Vice-Chairman Maureen George assumed the responsibilities of the Chair at that time.
The second step of the action planning process, vision and commitments, will be addressed at the next AWBA meeting scheduled for December 4th.  
The meeting adjourned at 1:30 p.m.
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