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Welcome/Opening Remarks
Chairman Herb Guenther welcomed the attendees.  All members of the Authority were present except for ex-officio members, Senator Steve Pierce and Representative Kirk Adams.  

Chairman Guenther sadly announced the passing of Gregg Houtz and noted his many accomplishments as attorney for the Department of Water Resources and AWBA.  Kim Mitchell read aloud the Resolution of the AWBA in Remembrance of the Contributions of Gregg Houtz (Resolution).  Lisa Atkins made a motion to adopt the Resolution.  Maureen George provided the second to that motion.  The Commission voted unanimously to adopt the Resolution.

Chairman Guenther introduced Ken Slowinski, ADWR Chief Counsel, and noted that he would be representing the AWBA.  He also introduced Ajita Athalye, new AWBA staff member responsible for financial reports.  Chairman Guenther introduced Kevin Kinsall, formerly of Freeport-MacMoRan, as the new Natural Resources Policy Advisor to Governor Brewer.

Approval of Minutes

The Authority approved the minutes of the June 16, 2010 meeting.

Staff Activities

Ms. O’Connell reviewed water deliveries for 2010 noting that scheduled deliveries under the current Plan of Operation were on target and near completion.  There are no scheduled interstate deliveries scheduled under the current Plan.  She also reviewed the recovery schedule for developing Intentionally Created Unused Apportionment (ICUA) for the Metropolitan Water District of Southern California (Metropolitan). CAWCD has scheduled the recovery of 8,159 acre-feet of water for 2010.  A little over 1,000 acre-feet of those credits remain to be recovered. Once recovered, the obligation to Metropolitan will be met.

Ms. O’Connell informed Commission members that the AWBA is required to prepare an inventory of water storage facilities at least once every five years.  The last inventory was approved in December of 2005.  She noted that the inventory is used to determine if sufficient water storage facilities exist in the State to meet the needs of the Bank for the next ten years. Tim Henley added that the inventory is also used to meet the requirements of the Storage and Interstate Release Agreement (SIRA), which limits interstate storage to facilities listed in the storage facility inventory report.  Under the SIRA, the AWBA must first update the facility inventory before additional facilities can be utilized for interstate storage.  Tom Buschatzke inquired if the report will include discussion on coordinated use of CAWCD’s storage facilities among its partners.  Ms. O’Connell responded that it would. Staff plans to confer with CAWCD staff regarding the availability of storage capacity to the AWBA.  A draft facility inventory report will be provided at the December 8th meeting.  John Mawhinney inquired if the report will include an assessment of whether sufficient storage capacity exists or if the report is intended to prompt discussion on the findings.  Ms. O’Connell responded that an assessment would be included in the draft report for comment.  Mr. Buschatzke suggested that the report be used as a jumping off point for further discussions on the need to integrate storage and recovery for future planning.

Kim Mitchell informed Commission members that the remaining fund transfers associated with House Bill 2001 had been completed as directed by the Commission at the June meeting. On June 23rd,  $301,654.60 was transferred from the Nevada Resource subaccount and on July 17th, $392,000 and $63,800 were transferred from the Phoenix and Tucson AMA withdrawal fee subaccounts, respectively. 

Ms. Mitchell briefed Commission members on CAWCD’s August recovery planning meeting at the CAP field office in Tucson. CAWCD staff briefed attendees on CAWCD’s Draft Guiding Principles for Recovery of Stored CAP Water, which outlines basic recovery concepts. CAP customer’s had comments concerning the need for recovery to occur from within the area of impact of storage, consideration of the location of storage and recovery with regard to subcontractor service areas (making a hydrologic connection), the mechanisms of recovery, and the associated costs of recovery. Participants also requested that illustrated examples be provided for the proposed recovery methods. AWBA staff is participating in the review process.  Maureen George inquired if the discussions included the agreement between the Mohave County Water Authority (MCWA) and CAWCD.  Ms Mitchell responded that it hadn’t because the meeting focused on recovery planning specific to the Tucson AMA.  Dee Fuerst (CAWCD) commented that while individual AMA meetings focused on recovery planning for those areas, the final plan would be comprehensive.

Ms. Mitchell provided an update on water supply activities.  She noted that discussion at past AWBA meetings included the potential for acquiring additional supplies for the purpose of meeting contract obligations for interstate banking and meeting Indian firming requirements. The Commission may utilize the services of Tom Carr as needed for this purpose, as he has recently been contracted by ADWR as part of the cost of services provided to the AWBA.  Mr. Buschatske requested that staff inform Commission members on any requests to contract someone through cost of services. Ms. George had questions on the timing of the possible acquisition of water and the AWBA’s authority for purchasing credits, noting that the Commission would require sufficient time for discussions before seeking legislation if it were necessary.  Ms. Mitchell noted that the legal questions previously discussed had been reassigned and were currently under review by ADWR’s legal division.  Commission members directed staff to schedule a workshop to discuss the AWBA’s potential need for additional water supplies in conjunction with the water supply needs of others.  The workshop would be scheduled after the legal review of questions has been completed.

Larry Dozier (CAWCD) briefed Commission members on discussions with Pinal AMA agricultural water users and ADWR on providing affordable CAP Agricultural (AG) Pool water rates.  Under the Arizona Water Settlements Act, the AG Pool rate was established as the equivalent to CAP’s base energy pumping rate, which has been increasing steadily and may continue to increase. To operate as a Groundwater Savings Facility (GSF), operators must first utilize their full Pool allocations, which is considered to be “water that is reasonably available”, before receiving in-lieu water from its partners.  At the time the policy was established, the Pinal AMA GSFs were concerned that they would not have sufficient pool supplies given their lack of opportunity to partner with more entities. As a result, they were given a larger percentage of the AG Pool.  However, because the Pinal AMA GSFs have since been able to establish additional partnerships, a solution for minimizing costs to the Pinal AMA is to reduce the pool allocation from 1.3 acre-feet per acre to 1 acre-foot per acre, which is consistent with the historic distribution for the Phoenix AMA.  The difference in AG Pool deliveries could be met with in-lieu water, which is less expensive for the GSF operator.  Other entities, such as the Harquahala Valley Irrigation District, have historically taken most of the unused AG Pool. However, the difference in the AG Pool allocation would continue to be offered to AG customers within the Pinal AMA until it is declined.  Mr. Dozier pointed out that this solution, while staying within the bounds of the Settlements Act, could also lower expenses to CAP because the AG Pool rate, which is a higher cost to CAWCD, is replaced with the delivery of Excess CAP water, which is provided at a higher rate. This issue will be discussed formally at the CAWCD Board meeting in October.

Perri Benemelis (ADWR) updated Commission members on two major work efforts for the Colorado River Section. The first concerns the negotiation of a voluntary shortage sharing and modified operating agreement with Mexico.  Participants in the negotiations have met often over the last two years and are working through many complicated issues.  The voluntary agreement is proposed as a “Minute” to the 1944 Treaty governing Mexico’s Colorado River apportionment. Negotiations involve the 7-Basin States, Reclamation, the State Department and Mexico’s federal government. A voluntary agreement is preferred over a State Department interpretation of the Treaty-term “extraordinary drought” which is used to describe both the Colorado River and Rio Grande, although operating issues for the two rivers are very different. A voluntary agreement would also allow Mexico additional operational flexibility to better manage its water supply during Colorado River shortages. Chairman Guenther noted that the issues are becoming more complex over time, especially with regard to drought and potential shortages.  A long-term solution for Mexico could involve developing intentionally created surplus (ICS).  Discussions include the potential for Mexico to develop ICS (or an escrow account) on a short-term basis from water deliveries that cannot be made because of earthquake damage to its distribution system.  Absent a long-term agreement certain parameters could be used to assist Mexico in its operations.  

The second effort involves the Colorado River Basin Supply and Demand Study (Basin Study).  Ms. Benemelis clarified that the Basin Study is funded by and includes as Study participants all seven Colorado River Basin States. The Basin Study will analyze demand and supply through 2060 using a downscaled climate model.  Phase four of the Study will look at mitigation options including operational changes, conservation, new infrastructure and augmentation. The preliminary Arizona demand analysis identified approximately 500,000 acre-feet of demand for which a long-term water supply has not yet been identified. The preliminary Arizona projection did not include updated demands for Arizona Indian Tribes. Some Tribes have provided updated demand schedules which will increase the total Arizona demand. Reclamation is meeting individually with Indian Communities throughout the Colorado River Basin to discuss the Study. There will be further modifications as the Study progresses. Ms. Benemelis commented that the Demand Subgroup is currently developing scenarios to examine a range of possible future demands under varied development conditions described as key driving forces.  Ms. George asked that the Arizona demand predictions be made available to the Commission.  

Mr. Slowinski introduced Fred Breedlove as the attorney who will be representing ADWR on Indian settlements and providing legal advice to the AWBA.  Mr. Slowinski provided an update on CAWCD v. Brewer, which challenges the sweeping of AWBA interstate funds by the State.  The motions for summary judgement must be filed by both sides in October.  The Superior Court will hear oral arguments on the motions on November 19th.  The judge will have sixty days to issue a decision on whether to grant judgement or require a trial. 
Amended 2010 Plan of Operation

Ms. Mitchell informed Commission members that an additional 57,000 acre-feet of water has become available to the AWBA through CAWCD’s remarketing process. Additional water is available because of a decrease in on-river demand.  Of the 57,000 acre-feet, 38,000 acre-feet is for Arizona uses, scheduled for the Phoenix AMA and 19,000 acre-feet is for interstate purposes: 5,000 acre-feet scheduled for the Phoenix AMA and 14,000 acre-feet scheduled for the Tucson AMA. Ms. Mitchell noted that the interstate deliveries will expend all remaining Nevada Operating funds that had become available as a result of the 2009 reconciliation of interstate costs. She clarified that by using interstate funds in the Tucson AMA in 2010, it allows the AWBA to maximize the use of storage capacity available for intrastate purposes in 2010 and 2011.  Storing additional intrastate water in the Tucson AMA in 2010 reduces the funds available in 2011, thus reducing the amount of storage that can be accomplished.  Ms. Mitchell reviewed Table 4, which identified an adjusted interstate rate of $187/acre-foot. The published rate was $231/acre-foot.  Additional expenditures for the Amended 2010 Plan of Operation (Plan) total $9.4 million: $5.4 million for intrastate and $4 million for interstate.  The Amended Plan utilizes all available capacity available to the AWBA.  Mr. Buschatzke inquired why the interstate rate had decreased.  Ms. Mitchell responded that the rate is an estimate based on the previous year’s cost.  Costs can be narrowed down as the year progresses as it becomes known how the energy markets are performing.  Mr. Dozier commented that the interstate rate includes the third category of power, which had been above $60-$70 per mwh.  The actual rate for 2010 has averaged $40 per mwh.  The adjusted interstate rate estimates the reconciled rate for 2011.  Mr. Dozier also noted that the additional 57,000 acre-feet is based on current estimates from the Bureau of Reclamation.  He requested that the Commission allow some flexibility in the deliveries since the final amounts could change and because of the planned outage affecting the Tucson AMA in the fall.  Mr. Henley noted that these changes would not require a second amendment because the initial Plan already allows for flexibility in operations.  Mr. Buschatzke inquired if the interstate water included Nevada’s unused apportionment.  Mr. Dozier responded that while the deliveries did not currently include Nevada’s unused apportionment, through overall operation of the system, it is possible it could be included in the end.

John Mawhinney made a motion to approve the Amended 2010 Plan jof Operation with flexibility in deliveries.  Lisa Atkins provided the second to that motion.  The motion carried.
Discussion of Draft Metropolitan Domestic Water Improvement District Water Storage Agreement at Avra Valley Recharge Project

Mr. Henley commented that the draft water storage agreement was for discussion purposes only. A final draft would be provided at the December meeting.  The AWBA has historically stored water at the Avra Valley Recharge Project (AVRP).  However, a new agreement is required because the Metropolitan Domestic Water Improvement District (MDWID) is purchasing the facility from CAWCD. The conveyance will be effective the beginning of next year, which would affect the 2011 Plan of Operation.  Therefore approval of the agreement would be needed by December.  Mr. Henley noted that the agreement is similar to other AWBA water storage agreements.  One difference is the timing for developing the water delivery schedule.  Storage capacity availability for developing the following year’s Plan of Operation would be discussed at the June meeting, so that some commitment could be provided to MDWID.  This would allow MDWID the opportunity to seek other partners if the AWBA did not utilize its full capacity.  The facility rates include costs for state lease land costs, AG turnout costs, general O&M, and a 3% increase after 2012, which reflects MDWID’s own projected costs. Mr. Henley pointed out that the draft agreement did not currently include provisions for recovery. These will be included in the next draft.  Mr. Buschatzke inquired if the transfer had already occurred.  Mike Block (MDWID) responded that the conveyance is still pending.  The public notice period for the conveyance application is September 29th.  An application has also been prepared for submittal to the State Land Department.  The application has been pre-reviewed and will be expedited upon submittal.  A transportation agreement with BKW Farms has also been finalized.  The purchase of the facility is through the transfer of long-term storage credits to the Central Arizona Groundwater Replenishment District (CAGRD) who will transfer the equivalent in funds to CAWCD.  The escrow agent will receive the agreement after ADWR approves the assignment of the long-term storage credits.  Chairman Guenther inquired why MDWID wanted to operate its own facility.  Mr. Block responded that MDWID had acquired an additional allocation of water as a result of Indian settlements and had concerns regarding access to recharge facilities for storage and subsequent recovery of the water.

Draft 2011 Annual Plan of Operation

Ms. O’Connell reviewed Tables 2, 4, and 5 of the draft 2011 Annual Plan of Operation (Plan)  She noted that water availability is based on CAWCD’s policy for distributing excess CAP water.  Under the policy, the AWBA shares a pool of 175 kaf with the CAGRD for replenishment reserve and with the Bureau of Reclamation (Bureau) for Indian firming purposes.  The CAGRD estimates utilizing approximatley 10,000 acre-feet and the Bureau has indicated they are planning to utilize 3,000 acre-feet, leaving 162,000 acre-feet available for the AWBA, which was the amount utilized to develop the Plan.  However, this amount was further reduced by approximately 11,600 acre-feet as part of CAWCD’s proposed payback plan for an inadvertant overrun that occurred in 2009.  CAWCD assumed that because the AWBA stores additional water that becomes available at the end of the year, storage of that water would likely have caused the overrun.  The reduction to the AWBA is identified in the November and December planned deliveries to the Tonopah Desert Recharge Project (TDRP).  Ms. O’Connell commented that if additional water becomes available, it would be stored at TDRP to make up for the decrease in deliveries.  

Ms. O’Connell noted that additional storage capacity is available in all three AMAs, however storage is maximized in the Pinal and Tucson AMAs based on funding availability.  Proposed deliveries are based on initial discussions with AWBA partners. Deliveries to the Cortaro-Marana GSF are subject to Board approval.  Likewise, deliveries to AVRP are subject to execution of the water storage agreement with MDWID.  The 2011 Plan also includes the delivery of 1,000 AF to the Southside Replenishment Bank.  This is the minimum that must be delivered each year until 15,000 acre-feet have been delivered.  The Plan dos not include deliveries for interstate purposes. The total cost of the 2011 Plan is approximatley $21 million and will accrue an estimated 137,000 acre-feet of long-term storage credits.

Ms. George pointed out that with regard to CAWCD’s proposed payback plan for inadvertant overruns, it should be taken into consideration that the AWBA’s end of year storage is usually for interstate purposes, however, when the payback occurs in the following years, the reductions affect the AWBA deliveries for Arizona uses.  Mr. Dozier noted that CAWCD is making every effort to take its full allocation of water, while still avoiding an overrun.  He commented that the AWBA was not operating under its pool allocation in 2009.
Ms. George made a motion to direct staff to schedule and hold public meetings on the Draft 2011 Plan.  Mr. Mawhinney provided the second to that motion.  The motion carried.
Interstate Water Banking

Ms. Mitchell noted that Kay Brothers, the Deputy General Manager of Engineering and Operations for the Southern Nevada Water Authority (SNWA), retired in May.  Rick Holmes has been hired as her replacement.  Ms. Brothers will continue as a consultant for SNWA.  CAWCD, ADWR, and AWBA staff met with SNWA staff to provide an overview of each agencies activities and operations.  CAWCD also provided a tour of their control center and the Agua Fria Recharge Project. SNWA staff also provided an update on the installation of the third intake at Lake Mead and the problems they have encountered.  Mr. Holmes provided a letter to each agency, expressing his of appreciation.
Ms. Mitchell briefed the authority on the third quarter interstate accounting table for 2010. The table includes interstate storage approved under the Amended 2010 Plan. Estimated cumulative credits by the end of 2010 will be over 600,000 acre-feet, which represents 48% of the AWBA’s obligation to Nevada.

Ms. Mitchell reviewed the Interstate Accounting Report for Fiscal Year 2010, which is submitted to the Joint Legislative Buget Committee by October 1st each year. She noted the report had been updated to include information on the letter agreement modifying the payment schedule under the Second Amended Agreement for Interstate Water Banking.  Ms. George requested that staff include a statement that identifies the amount of water that the AWBA could have stored for Arizona users (approx. 200,000 acre-feet) if the Legislature had not swept the $19.7 million from the Nevada Resource Account. 
Call to the Public

There were no additional comments. Next meeting scheduled for December 8, 2010.

Consideration of Action to go into Executive Session of the Authority Commission pursuant to A.R.S. § 38-431.03.A.4 to consult with their attorneys and AWBA staff regarding the Authority’s position on the Northeastern Arizona Water Rights Settlement Agreement negotiations. 

Ms. Atkins made a motion to go into executive session.  Ms. George provided the second to that motion.  The motion carried.  Chairman Guenther stated open session would not reconvene before 1:00 p.m.

Reconvene in Open Session

A motion was made to reconvene and adjourn the regular session.  The motion carried.

Consideration of Action related to Items Discussed in Executive Session

There was no action.

The meeting adjourned at 1:35 p.m.
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