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

Chairman Fabritz-Whitney announced that there were resolutions recognizing the service and contributions of Kim Mitchell, Herb Guenther and Larry Dozier for the Authority to consider approving. Tom Buschatzke read the resolution recognizing Kim Mitchell, former Manager of the AWBA.  The resolution was unanimously approved.  Virginia O’Connell read the resolution recognizing Herb Guenther, former Chairman of the AWBA.  The resolution was unanimously approved.  Lisa Atkins read the resolution recognizing Larry Dozier, former Deputy General Manager of the Central Arizona Water Conservation District (CAWCD). The resolution was also unanimously approved. 

Election of Commission Officers

Virginia O’Connell informed the Authority that the election of Vice-chairman and Secretary is required by statute.  Tom Buschatzke made a motion to nominate Maureen George for Vice-chairman.  The motion carried.  Ms. George made a motion to nominate Mr. Buschatzke for Secretary.  The motion carried.  
Approval of Minutes of December 8, 2010, January 11, 2011 Work-Study Session and January 11, 2011 Special Meeting

The Authority approved the minutes of the December 8, 2010 AWBA meeting, and the minutes of both the January 11, 2011 Work-Study Session and Special Meeting.

Water Banking Staff Activities

Gerry Wildeman noted that water deliveries through February 2011 are ahead of projections with approximately 9, 000 AF stored versus 2,000 AF projected.  Most of the water was stored at the Lower Santa Cruz facility in the Tucson Active Management Area (AMA) and at the Tonopah Desert facility in the Phoenix AMA.  Ms. Wildeman also reviewed total deliveries for 2010.  In 2010, the AWBA delivered 192,712 AF for Arizona uses and 19,000 AF for interstate purposes.  For the interstate deliveries, 14,000 AF were delivered to Pima County and 5,000 AF were delivered to Maricopa County.  The AWBA utilized shortage reparation funds in 2010 to purchase water that became available early in the year. 

Ms. Wildeman informed the Authority that staff had submitted a water storage permit application to ADWR for the Superstition Mountain Recharge Project in the Phoenix AMA.  She noted that this is a new CAWCD project that will provide additional flexibility for water storage.  Projected AWBA use of the facility is anticipated to be about 15,000 AF per year.  Phase I of the project is 25,000 AF and should be operational in June of 2011; Phase II is 56,500 AF.  Staff received the complete and correct letter notice for the application that morning.  Ms. Wildeman also provided a status update regarding the three water storage permit renewal applications recently submitted for the Queen Creek Irrigation District Groundwater Savings Facility (GSF) in the Phoenix AMA and the Central Arizona and Maricopa-Stanfield Irrigation District GSFs in the Pinal AMA.  Review is complete and the AWBA is waiting for issuance of the permits.  Discussions with ADWR staff have shown that the permits will cost less than the $2,000 application fee; most likely closer to $1,000 per permit.  

Ms. O’Connell informed the Authority that staff had been attending the “Hammer it out Group” or HIOG-2 meetings as directed since they began in January.  At the February 18, 2011 meeting, Ms. O’Connell presented a proposal that had been drafted to clarify the nature of AWBA participation in the ADD Water process.  She noted that while it is the AWBA’s preference to utilize excess CAP water under its contract with CAWCD, additional water supplies may be needed to meet the AWBA’s Indian settlement and Nevada contract obligations.  The following points were made in the proposal:  (1) the AWBA is not eligible to hold any type of long-term contract; (2) the AWBA is eligible to enter into agreements with long-term contract holders for short-term or interim use of water; (3) the AWBA is eligible to purchase any excess water within the ADD water program at the established price for that water; and (4) the AWBA is eligible to hold any other type or short-term or spot market contracts that may be available.  CAWCD staff indicated that this proposal simply clarified their position. Other stakeholders at the meeting concurred that this proposal was no different than what their perceptions were regarding AWBA participation in the ADD Water Program.  Ms. O’Connell noted that one stakeholder did comment that it would be premature to include language in the ADD Water Program proposal regarding the AWBA’s ability to enter into potential partnerships with long-term contract holders because that component of the program was not yet developed.  Another stakeholder questioned whether the AWBA was seeking a priority for water within the program. Ms. O’Connell had responded that the AWBA was not, it only wanted the ability to participate in the program if necessary.

Tim Henley updated the Authority on AWBA staff attendance at a meeting regarding transportation of groundwater from the Harquahala Irrigation Non-expansion Area (INA).  AWBA staff was invited to attend the meeting by Peter Culp, who was representing CV Harquahala (CVH), because they view the AWBA as a potential customer.  CVH is a major landowner of irrigated lands in the Harquahala INA and they are interested in transporting groundwater out of the INA for use in the AMAs.  At the meeting, Mr. Culp identified and discussed issues identified by CVH.  Mr. Henley noted that AWBA participation would likely not be for interstate purposes.  John Mawhinney asked if there were any statutory prohibitions associated with the proposal.  Mr. Henley replied that statutes allow for movement of groundwater out of certain basins, however, there are a number of limitations, such as the volume of water per acre that may be transported and what entity can transport the groundwater.  Ms. George asked about the interpretation of “from the land” and Mr. Henley stated that this is a primary issue and one that ADWR is currently working on as it relates to another groundwater basin.  In summary, the question is whether the allotment of water which is tied to a specific acre must be taken from that acre, or whether multiple allotments can be grouped and taken from a single location.  Mr. Henley informed the Authority that staff would continue to participate in these discussions and will provide updates.

Ms. O’Connell provided the Authority with an update on legislative transfers from the Arizona Water Banking (AWB) Fund.  Most recently, there was a transfer of $10,300 from the Administration subaccount that accounted for the loss of the merit portion of staff salaries and mandatory furlough days.  She noted that, although a final budget for fiscal year (FY) 2011-2012 has not been approved, the JLBC (Senate Bill 1612) and Executive budgets both proposed a transfer of $312,000. The JLBC has also proposed the same transfer amount for FY 2012-2013.  She stated that the transfers usually take place in July and that the amount identified is roughly 10% of the total withdrawal fee revenues the AWBA receives.  Mr. Mawhinney asked how this transfer would impact the 2011 Plan of Operation (Plan).  Ms. O’Connell stated that storage in the Pinal and Tucson AMAs would be impacted if the transfer is pro-rated among the three AMA withdrawal fee subaccounts because the Plan included the expenditure of all available funds in those AMAs.  She noted that there are a number of ways to deal with the loss: (1) transfer the entire amount from the Phoenix AMA subaccount because there are other funds available to pay for the scheduled deliveries in that AMA; or (2) if the amount is pro-rated, end-of-year (2011) 4-cent tax monies collected in Pinal and Pima Counties that were intended for use in 2012.  This would result in decreased 2012 deliveries in those counties.  Another option could be to utilize shortage reparation funds to pay for scheduled deliveries to the Pinal and Tucson AMAs.  A full set of options will be provided to the Commission members at the next AWBA meeting in June.  Ms. Atkins questioned whether the Authority had the ability to discuss these impacts with the legislature.  Ms. O’Connell stated that the legislature did not ask the AWBA about the impacts, however, staff has on a number of previous occasions provided written materials to the legislature informing them of how transfers impact the AWBA’s ability to meet its obligations.
Ms. O’Connell reviewed Senate Bill 1470 concerning the dissolution of county water authorities, i.e. the Mohave County Water Authority.  The bill passed in the Senate and was transmitted to the House of Representatives.  Opponents of the bill are currently working with the bill’s sponsor and supporters to address their concerns in an attempt to keep the bill from moving forward.

Ms. O’Connell provided an update on the Indian firming negotiations.  She stated that the parties to the Northeastern Arizona Indian Water Rights Settlement are still negotiating and that Senator Kyl was here the previous week to provide direction on the negotiations.  Sen. Kyl indicated that the settlement, as it was currently proposed, was too expensive and that the parties needed to work towards decreasing the cost.  He also noted that if he will be sponsoring the bill, it would need to be submitted by June of this year, since he will be retiring when his term ends in 2012.  Mr. Mawhinney stated that the Authority had previously discussed preparing a letter to the governor’s office stating that the AWBA does not have the money to meet any state firming obligation.  Mr. Henley replied that a major portion of the cost of the settlement is the pipeline and if the pipeline is removed from the settlement to save cost, the amount of water in the settlement will be less and  the state might not have any new firming obligation.  Nonetheless, he noted that the negotiators have been informed that AWBA staff must be present if they are discussing anything that would result in a state firming obligation. He noted that the governor’s office is firm on the stance that there cannot be a settlement if funds are not available to meet the state’s obligations.  Mr. Buschatzke stated that there are potential ramifications if a settlement is not reached, particularly in the form of uncertainty for the M&I subcontractors.  Mr. Henley noted that the pipeline was what gave certainty on the Colorado River.  Without the pipeline component, that certainty does not exist.  However, settlement is a priority for ADWR because it would result in a number of other positive outcomes for the state.

Larry Dozier provided an update on the status of CAWCD v. Brewer.  He noted that the hearing keeps getting postponed but will be held on Friday, April 1.  Mr. Mawhinney questioned whether there was any plan in the event that CAWCD won the case.  Mr. Dozier stated that he did not think that any ruling would result in the AWBA getting back monies that had already been swept, but could likely result in protection for future money obtained from Nevada for interstate water banking purposes.

Storage Facility Inventory Update

Ms. Wildeman briefly reviewed the purpose and timing of the facility inventory update and provided an overview of the information found within the document.  The 2011 update is similar in content to all previous updates.  She noted that a key component of the inventory is the analysis shown in the 4th column of Tables 1A, 2A and 3A.  This column is titled “Projected Capacity Available to AWBA” and is based on staff knowledge and recent historical AWBA use at facilities.  The second set of tables for each AMA then projects AWBA water deliveries from 2012 through 2020.  These projections are based on the assumptions made within the AWBA 10-year plan for that time period and are based largely on availability of water and funding.  The determination regarding whether sufficient storage capacity is available to the AWBA is based on the information in Table 4 which compares the capacity available to the AWBA in each AMA with the projected total water deliveries in that AMA through 2020.  The table shows that the capacity available exceeds the projected deliveries in every AMA and every year through 2020.  Therefore, the conclusion is that there are sufficient storage facilities to meet the AWBA’s needs through 2020.

Ms. Wildeman noted that AWBA staff received two comments on the draft facility inventory.  One comment was a minor technical correction and one was received from an entity in the Tucson AMA requesting that the AWBA analyze the outcome in the Tucson AMA if water and money were not limiting factors in that AMA.  This comment resulted in the footnote added to the conclusion of the inventory.  In order to meet the Tucson AMA M&I firming goal, a total of 48,000 acre-feet of water must be stored in every year between 2011 and 2020.  Because the capacity available to the AWBA for storage in the Tucson AMA is 86,500 acre-feet, the conclusion remains the same for the Tucson AMA, even if water and funding are not limiting factors.

Mr. Buschatzke had a question regarding the assumptions in the 10-year plan and Ms. O’Connell discussed the applicable components of that plan.  Ms. George noted that this analysis brings her back to the underlying question with Indian firming.  If water is a limiting factor in this inventory, where would the water come from for any additional obligations the state could incur for Indian firming?  Ms. O’Connell noted that the AWBA would need to look at means of acquiring additional water supplies. 

A motion and second were made to approve the final draft of the 2011 Storage Facility Inventory.  The motion carried.

Scope of AWBA Supply and Demand Study

Mr. Henley noted that Ms. George’s question was the perfect segue into this agenda item.  He stated that the subject scope of work describes re-running the model to re-analyze the number of credits that are needed for all of the AWBA’s goals and obligations and how long those credits will last.  It is Mr. Henley’s intent to have model runs completed such that there is a draft available by mid-May in order to have it available for review at the June meeting.  The scope of work details that there are four potential scenarios to be modeled:  (1) limited number of shortages; (2) median number of shortages but beginning earlier; (3) median number of shortages but beginning later; and (4) larger number of more frequent shortages.  Mr. Henley stated that the results of these model runs will help the Authority start discussing the following:  (1) How soon does the AWBA need to start looking at additional water supplies?; (2) How much additional water is needed?; (3) How will the Authority distribute the credits that it has?; (4) How much will any new demand for credits cost?; and (5) How much does the Authority want to spend?  In response to a question regarding shortage demand assumptions, Mr. Henley noted that the model currently runs based on M&I subcontractor’s current use of their subcontract, not the full subcontract volume. This is a model component that is being updated at this time.

Initial Discussion of Potential Policy for Transfer of Long-term Storage Credits during Declared Shortages

Mr. Henley informed the Authority that a number of questions have come out of the recent CAWCD staff recovery planning meetings, particularly with respect to how the AWBA is involved in the process.  This is also an issue that the CAWCD Board is being briefed on.  He stated that the AWBA has the responsibility to distribute long-term storage credits during shortages and that the credits accrued with 4¢ ad valorem tax funds must go to CAWCD, but it is unclear to whom the withdrawal fee credits must be distributed to.  There are also additional questions that must be clarified with respect to when credits will be distributed and how many will be distributed, i.e. what volume is being firmed.  Mr. Henley stated that clarification of these points is something that AWBA staff would like to undertake in the short-term.  

Ms. Atkins noted that this is the exact issue coming before the CAWCD Board at its next meeting.  Although CAWCD has an operational recovery plan in place, they are now starting to look at developing policies associated with credits, allocations of shortages, etc.  Ms. George stated that she recognizes that AWBA staff must work cooperatively with CAWCD staff in this process, but that AWBA be an equal partner.  She also stated that she would like to see this be a standing agenda item with regular updates from staff.  Mr. Dozier stated that none of these issues can be addressed in a vacuum.  Additionally, he noted that he does not see it as a CAWCD/AWBA process, but believes the Bureau of Reclamation and ADWR will also be involved in the discussions.  He indicated that CAWCD staff will move forward in developing an operational plan that will be flexible enough to allow future policy decisions to be incorporated.  The questions are detailed in the discussion paper provided to the Authority.  

Mr. Buschatzke stated that some of these issues, such as the distribution of withdrawal fee credits and the amount of shortage the AWBA will be firming for each M&I entity, will need further discussion.  He suggested having a series of meetings geared to addressing the issues in a comprehensive manner.  He stated that time is really of the essence because the M&I subcontractors require a fairly long planning horizon.  The following entities spoke regarding their desire for this to take place in the short-term in coordination with CAWCD and with stakeholder participation:  Beth Miller (City of Scottsdale); Mark Holmes (City of Mesa); Robin Stinnett (City of Avondale); Jeff Ehlers (SRP); Mike Block (Metro Water); Dee Korich (Tucson Water); Doug Kupel (City of Phoenix); and Doug Toy (City of Chandler).

AWBA staff was directed to continue working on this issue in conjunction with all interested parties and to keep this issue as a standing agenda item for future AWBA meetings.

Discussion of Concepts for Firming Indian CAP Contracts and Municipal and Industrial CAP Subcontracts

Mr. Henley informed the Authority that this discussion has come about from all of the previous discussions regarding the AWBA’s obligations and goals.  Staff has recognized that the Indian firming obligation is one that could require a significant amount of money and that discussion was needed with regard to where that money could come from.  There is general consensus that it is probably not going to come from the legislature or via any type of legislative change.

Mr. Henley noted that the 4¢ ad valorem tax is collected by CAWCD and in the past it was levied and directly deposited into the Arizona Water Banking Fund for use by the AWBA.  In more recent years, CAWCD has levied the tax and retained the funds to offset the operation, maintenance and replacement costs of water deliveries for AWBA storage.  There have been discussions regarding the possibility of using the 4¢ ad valorem tax monies in a different manner.

There was a question regarding the number of withdrawal fee credits available for Indian firming.  Mr. Henley replied that in the Tucson AMA, the withdrawal fee credits are needed to meet the M&I firming goal, however, in the Phoenix and Pinal AMAs, they might not be needed for that purpose and could be used for Indian firming if the member chose to use them for Indian firming.  He reiterated that staff was not requesting any Authority action, unless the Authority wanted staff to stop pursuing discussions of this nature. He noted that the same issue was also going to be included on the next CAWCD Board meeting agenda.  Mr. Dozier stated that CAWCD staff prepared a briefing paper that essentially states that if there are no restrictions on the use of withdrawal fees and 4¢ ad valorem tax revenues then there is enough money available to meet both the M&I firming goals and the Indian firming obligations. The question is whether the two boards want staff to be talking about this.

Mr. Buschatzke commented that he commends staff for looking at creative ways to address this issue and that there is some support for finding a way to use 4¢ ad valorem tax revenues to assist in meeting the Indian firming goals. While he disagrees that credits are not needed in the Phoenix AMA because they could be used for water management purposes, he agrees that it is worthwhile to continue this discussion because CAP M&I subcontractors have benefitted from the Indian settlements.  He noted that because of the benefit seen by CAP water users in Maricopa County, he is not opposed to the use of those tax dollars elsewhere.  Chairman Fabritz-Whitney thanked both CAWCD and AWBA staff for the effort they have put into this discussion thus far and noted that the next step is looking at deadlines and volumes and making sure that commitments are clearly defined. Mr. Dozier stated that he anticipated both AWBA and CAWCD staff would work with stakeholders to see if this was a viable option, and would likely know by the June AWBA and CAWCD meetings.  

Call to the Public 

There was no additional public comment.

The meeting adjourned at 11:30 p.m.
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