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Welcome/Opening Remarks
Chairman Sandra Fabritz-Whitney welcomed the attendees. All members of the Authority were present except for Maureen George and ex-officio members, Senator Steve Pierce and Representative Andy Tobin. 

Approval of Minutes

The Authority approved the minutes of the October 4, 2011 AWBA meeting.

Water Banking Staff Activities

Virginia O’Connell reviewed the AWBA’s deliveries through November based on the Amended Plan of Operation. She noted that there are only about 14,000 acre-feet (AF) of deliveries remaining for the year. Total deliveries for 2011 are anticipated to be about 137,000 AF. This includes 1,000 AF of direct deliveries to the Southside Replenishment Bank.  

Ms. O’Connell informed Commission members that the vacant Technical Administrator position had been posted to the AZ State Jobs website on November 18.

Ken Slowinski provided an update on the status of Indian settlement discussions. He informed the Authority that there were currently four tribes that are actively participating in negotiations. Representatives for the Navajo Nation and Hopi Tribe have met frequently the past few months to try to reach a settlement agreement so that legislation could be introduced by Senator Kyl early next year. The Navajo/Hopi settlement is now only for the Little Colorado River and does not include settlement of claims to the Lower Colorado River. Part of the current settlement includes an allocation of non-Indian agricultural (NIA) water to Window Rock that would have an AWBA firming obligation. This settlement does not increase the AWBA firming obligations. The negotiations with the Yavapai Apache Nation (YAN) and the Hualapai Tribe are still in the initial stages. The AWBA would likely have a small AWBA firming obligation associated with settlement of the YAN as prescribed under the Arizona Water Settlements Act (AWSA). A firming volume associated with the Hualapai Tribe is unknown at this time. 

Mr. Slowinski noted that the AWBA has the obligation to firm 3,750 AF of NIA water for the White Mountain Apache Tribe (WMAT). ADWR staff is currently completing the work necessary to meet the requirements associated with the Adjudication Court and Indian settlements. It is anticipated that the WMAT enforceability date will be sometime in 2014. Mr. Slowinski informed the Authority that ADWR has also had meetings with the Havasupai Tribe and the Sif Oidak, but they are not currently in negotiations. John Mawhinney questioned whether there would be additional firming required for any of these settlements.  Mr. Slowinski replied that there was not and that all of these Indian firming obligations were under the AWSA.

Groundwater Savings Facility Agreements

Ms. O’Connell reminded the Authority that there are two versions of the water storage agreements based on ownership of the wells within the irrigation districts. One version is for districts in which the rightholders own the wells and the other for districts in which the district owns the wells. She noted that although the districts generally supported the draft agreements that had been approved by the Authority in October, comments were received from some of the facility operators.  Staff met with the GSF operators to discuss their concerns, specifically sections 8.5 and 11.4 of the agreement. 

As a result of the discussions, changes were made to the language for clarification purposes.  Under section 8.5, the language previously stated that if the AWBA lost credits because the facility operator violated the GSF permit, the facility operator had 90 days to fulfill the AWBA’s request of either reimbursing the AWBA’s costs or facilitating the transfer of credits to the AWBA for an amount equal to the amount of credits lost.  A concern was that 90 days may not be sufficient time to acquire credits for repayment.  The revision states that the AWBA will provide written notice to the facility operator requesting either payment or the transfer of credits. If the bank requests payment, then the operator would have 60 days to make the payment.  If the Bank requests credits, then the operator has 60 days to respond how the transfer is going to be accomplished.  The operator would have one year to transfer the credits.
Ms. O’Connell also reviewed section 11.4 of the agreement in which rightholders own the wells. She noted that the word procure was changed to facilitate due to concerns that procure might mean buy. Mr. Mawhinney asked if CAWCD had the authority to compel facility operators to act. Ms. O’Connell replied that CAWCD would have access to install their own well; however, they cannot force a facility operator to allow them to use the facility operator’s wells.

Ms. O’Connell noted that because some of the irrigation district’s board of directors may not be meeting before the 2012 deliveries are scheduled to be delivered, there may be some need to temporarily extend the existing agreements until the new agreements can be executed. Chairman Fabritz-Whitney asked which agreements would need extension by letter agreement. Ms. O’Connell replied that the Hohokam and Maricopa-Stanfield Irrigation and Drainage Districts are scheduled to take deliveries in January. Lisa Atkins made a motion to approve both agreements and any necessary extension agreements. The motion carried.

Discussion and Approval of 2012 Annual Plan of Operation

Ms. O’Connell reviewed the draft 2012 Annual Plan of Operation (Plan). She noted that water availability was a limiting factor and may be a future trend. Consequently, the AWBA will store 119,000 AF of water under the 2012 Plan. To date, the AWBA has stored approximately 3.9 MAF at a cost of $287 million; 3.3 MAF for intrastate storage and 594,000 AF for interstate storage.  A total of 3,000 AF has also been delivered to the Southside Replenishment Bank. 

In her review of the 2011 Plan, Ms. O’Connell noted that Arizona will use its full apportionment of 2.8 MAF.  The Lower Basin is projected to use 7.37 MAF. California and Nevada also created Intentionally Created Surplus in 2011. She also discussed the amendment to the 2011 Plan that re-directed water to the Pinal AMA and added an additional cost-share rate for the Pinal AMA GSFs. 

Ms. O’Connell focused her review of the 2012 Plan on Table 2, the water delivery schedule. She noted that estimates under the preliminary Plan indicated there would be an estimated 155,000 AF of water available from the AWBA/CAGRD replenishment reserve pool, which is also shared by the federal government for Indian firming purposes. However, that volume was ultimately reduced because of increased CAP water orders placed by higher priority users. The decrease in water availability was reflected in the Phoenix AMA. Evenso, deliveries to the Phoenix AMA are still more than the amounts scheduled for the Pinal and Tucson AMAs.  Another change from the preliminary Plan is that storage at the New Magma and Queen Creek Irrigation District GSFs increased because additional storage capacity became available, while deliveries to the Tonopah Desert Recharge Project decreased. Storage at GSFs is more cost effective than storage at USFs. There are no interstate deliveries planned for 2012. Table 4 shows the water delivery and water storage facility rates. Except for the annual 3 percent increase in facility rates for the Clearwater facility; these are not changed from the 2011 Plan.  Ms. O’Connell also reviewed Table 5 which is the table that identifies how the 2012 Plan will be funded and Tables 6 and 7 that show the total number of long-term storage credits accrued through 2011 and the percentage of goals that will be achieved through 2012.

Ms. O’Connell reviewed the public meeting requirement associated with the 2012 Plan. She stated that, in general, the GUAC’s and the public supported the 2012 Plan.  She noted that Tucson Water had submitted a letter recommending that in the future, the AWBA store at those facilities that have existing recovery capability. The letter was provided as an attachment to the Plan.  Ms. Atkins made a motion to adopt the 2012 Plan as submitted with minor or technical changes. The motion carried.

Discussion and Approval of CY 2012 Water Delivery Budget

Mr. Henley stated that the water delivery budget is associated with the approved 2012 Plan. The costs for the 2012 Plan are described in Table 5 of the Plan and also in the handouts provided. The total costs for the 2012 Plan is just over $15 million; however, only $3.1 million of that was being paid from withdrawal fees available in the AZ Water Banking fund. The remaining costs are offset by CAWCD utilizing the 4-cent tax monies held by CAWCD.  Mr. Henley noted that the AWBA would be approving expenditure of $3.1 million in withdrawal fees for the 2012 Plan. Ms. Atkins made a motion to adopt the AWBA water delivery budget for CY 2012. The motion carried.

Update on Distribution of AWBA Long-term Storage Credits during Shortages

Mr. Henley discussed the draft concepts for a potential IGA among CAWCD, ADWR and AWBA. He focused his discussion on each entity’s responsibilities individually. The following are the AWBA policies and statutes that have been under consideration:  

(1) Water conservation savings when distributing AWBA credits. Mr. Henley noted that if conservation is included as part of the strategy for distributing AWBA credits, it would make the credits last longer. There may also be other basin state implications. Mr. Mawhinney had questions on how conservation would coincide with the water providers’ drought plans. He pointed out that it might be difficult to cut everyone the same amount and that this consideration may need to be based on specific water use portfolios.

(2) Limiting amount of credits up to 20% of the shortage amount. Mr. Henley stated that this would apply only to non-Indian CAP water users. He noted that there is always uncertainty when working with models because they are just a snap shot in time. If the model is run right now, the results are more favorable due to the current reservoir levels and other factors. However, there are also times when the model shows a shift in the opposite direction. Mr. Mawhinney inquiredif the river cities would be included in this limitation. Mr. Henley stated that they were not included because their other supply options are very limited. He reminded Authority members that all early model runs included the assumption that the AWBA would only meet 20% of the shortage demand. This was done because under the Assured Water Supply rules, a designated provider could pump groundwater in excess of their groundwater allowance once the shortage is greater than 20% of the supply.
(3) Will credits be distributed for the purpose of accruing long-term storage credits?
Mr. Henley noted that this concept is listed under AWBA policies but could also be an ADWR policy. He noted that CAWCD cannot be responsible for enforcing this provision. Ms. Atkins stated that she wanted confirmation that this would be a stakeholder process. AWBA staff responded that they would be seeking input from the public. Mr. Mawhinney stated that underground storage is for the future because the water cannot be used right now. It was his opinion that we should not be storing for the future when we are in shortage. Chairman Fabritz-Whitney noted that there may be some water management issues associated with storage, particularly as identified by the City of Scottsdale.

(4) Distribution of credits within the AMA or county that is being benefitted.
Mr. Mawhinney pointed out thatthe benefit does not necessarily mean it needs to be “within” the AMA.

(5) Four cent tax credits vs. withdrawal fee credits.
Mr. Henley noted that there are basically three groups of credits: general fund, withdrawal fee and the 4-cent tax. Withdrawal fee credits may be used to meet the water management objectives of the AMAs, which include firming for Indian settlements and CAP M&I subcontractors.  A question for consideration is whether all 4-cent tax credits should be used before withdrawal fee credits are used for M&I firming?

Mr. Henley reviewed the following CAP policies, rules and statutes that have been under consideration:

(1) CAP meets subcontractor’s full orders

(2) Delivery of recovered credits as Project Water.  A question is if the recovered water is considered non-Project water, what are the implications, with respect to the Secretary of the Interior?  There could be implications such as, wheeling, cost, etc. Mr. Henley noted that staffs from CAWCD and Reclamation have been discussing this issue.
(3) Creation of a credit recovery schedule

(4) Recovery agreements CAP must have

(5) Managing shortage and distribution of supplies
Finally, Mr. Henley reviewed the following ADWR policies, rules and statutes that have been under consideration:

(1) Development of credit transfer form and fees

(2) Recovery for M&I firming

(3) Use of AWBA long-term storage credits

(4) Annual recovery reports

(5) Long-term storage accounting

Chairman Fabritz-Whitney questioned how the Project water question relates to the concept of stored water retaining its characteristics upon recovery? John Bodenchuck spoke for the Bureau of Reclamation stating that the Bureau is working with CAP staff on defining Project versus non-Project water. He noted that Reclamation would need to develop a rule to move water and power that did not come from either Lake Havasu or Lake Pleasant. Cliff Neal noted that CAP cannot have the AWBA dictate how CAP should operate the canal. He stated that they are struggling with how they can meet their obligations while still being flexible.

Mr. Mawhinney stated that this process involves three entities trying to look out for their interests so that they can meet their obligations in the best manner possible. He stated that he realized that CAP must meet contractual obligations and that the AWBA has to look at where the need is and be flexible enough to meet the needs of the water users. Mr. Mawhinney stated that he thinks policies need to be case specific or the customers are poorly served; he did not agree with applying straight percentages and believes the AWBA should be as flexible as possible.

Chairman Fabritz-Whitney asked whose role it was to determine how many credits would be distributed: the AWBA’s or CAP’s.  Ms. O’Connell stated that the AWBA is responsible for tracking and distributing its credits. The AWBA needs to be able to insure that its credits will be available where they are needed to meet all of the firming obligations, not just M&I firming.  Chairman Fabritz-Whitney directed staff to develop draft policies associated with the AWBA concepts discussedand to present those draft policiesmto the Commission members before making them available for discussion at public meetings.

Mr. Henleybriefly reviewed the Fact Sheet for the AWBA Planning Scenario and the general model assumptions used. The Planning Scenario identifies the number of shortages for each firming obligation at different shortage levels, the firming and shortage volumes, and the volume of credits that will be remaining after the firming period., The probability of shortage before 2022 is very low (6%) and will likley only affect Indian water uses.  However, this is based on the 60th percentile if another percentile was selected the year and probability could change. Under maximum firming conditions (total firming of over 4.4 MAF), there is a 15.4% chance that the first M&I shortage will occur in 2035. While the planning scenario shows that the AWBA will have credits remaining for most firming obligations, there are not enough credits remaining to firm M&I shortages in Pima County after 2057 (about 177 KAF to 409 KAF).  By year 2091,there is also a deficit of approximately 128 KAF of credits needed for meeting the Indian firming obligations under maximum firming conditions.   

Chairman Fabritz-Whitney noted that she would prefer that AWBA staff move forward with developing policies now, even if the shortage is out 10 years, because if conditions change, the probability of shortage could shift back.

Call to the Public 

Val Danos asked if there was some additional verbiage that could be added to the Fact Sheet regarding the model assumptions. Mr. Henley replied that additional information could be added and that it would be posted to the AWBA web page.

Mr. Bodenchuck noted that he appreciated that the Indian firming obligation is noted as being separate from M&I firming. Reclamation believes that the two are separate and would like documentation to show that.

There was no additional public comment.

The meeting adjourned at 11:40 a.m.
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