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Draft Summary of AWBA Meeting

October 4, 2011

I. Welcome/Opening Remarks

Chairman Sandra Fabritz-Whitney welcomed the attendees.  All members of the Authority were present except for Marshall Brown and Maureen George and ex-officio members, Senator Steve Pierce and Representative Andy Tobin. Mr. Brown joined the meeting at 10:05 a.m. and Ms. George was recognized via teleconference at 10:07 a.m. Ms. Fabritz-Whitney recognized that Gerry Wildeman would be leaving the AWBA to take a new position with the Statewide Strategic Planning section of the ADWR.

II. AWBA Commission Members

Ms. Fabritz-Whitney introduced Marshall P. Brown as the newest Commission member appointed by Governor Brewer and summarized Mr. Brown’s background and experience. Mr. Brown was appointed to replace Tom Buschatzke, former employee of the City of Phoenix, who is now employed by ADWR. Mr. Brown stated that he looks forward to the opportunity to serve as a Commission member to the Authority. 

Chairman Fabritz-Whitney also noted that the Authority was required to elect a new Secretary as that position was vacated with Mr. Buschatzke’s departure. Virginia O’Connell informed Commission members of the requirements for election of officers and stated that this appointment would expire in January 2013. John Mawhinney made a motion to nominate Lisa Atkins for Secretary. Chairman Fabritz-Whitney provided the second to that motion. The motion carried.

III. Approval of Minutes

The Authority approved the minutes of the June 15 and August 25, 2011 AWBA meetings.

IV. Water Banking Staff Activities

Gerry Wildeman reviewed the AWBA’s deliveries through August pursuant to the Plan of Operation as amended at the August 25th meeting.  She noted that AWBA deliveries were approximately 5% greater than projected due primarily to the immediate delivery of 7,200 acre-feet of the 15,000 acre-feet that was made available to the Central Arizona Irrigation and Drainage District (CAIDD) Groundwater Savings Facility (GSF) under the amended plan. Mr. Mawhinney asked if the actions of the Authority contributed to the maintenance and survival of the cotton crop. Paul Orme, counsel for CAIDD and the New Magma Irrigation and Drainage District (NMIDD), responded that it did and that he wanted to extend thanks to the Authority members and AWBA staff on behalf of the irrigation districts. 

Ms. Wildeman informed the Authority that both the water storage permits and refunds for the permit application fees for CAIDD, Maricopa-Stanfield Irrigation and Drainage District (MSIDD), Queen Creek Irrigation District (QCID) and Superstition Mountain Recharge Project had been received.  ADWR refunded the AWBA $4,371 out of the $8,000 that had been expended on the permit application fees, resulting in an average cost of approximately $900 per application. The permit application fee under the old fee structure was $350.

Ms. O’Connell informed the Authority that staff had invoiced the Mohave County Water Authority (MCWA), and subsequently received, the first payment for the credits identified in Appendix C of the Amended Agreement to Firm Future Supplies. The number of credits reserved under Exhibit C is 25,894 acre-feet and will be paid in 20 equal quarterly installments of $25,894. The credits were transferred into the MCWA subaccount of the AWBA long-term storage credit account in September.  The balance of the MCWA subaccount is now 256,174 acre-feet.
Ms. O’Connell stated that the AWBA is required to submit an interstate accounting report to the Joint Legislative Budget Committee (JLBC) by October 1 of the following fiscal year for any fiscal year in which the AWBA was owed or received money pursuant to an interstate water banking agreement with Nevada. Even though the AWBA did not receive monies from the Southern Nevada Water Authority (SNWA) last fiscal year, it did deliver for storage 19,000 acre-feet of water on behalf of Nevada; therefore a report was prepared.  The storage costs were paid with operating funds that were disbursed to CAWCD in 2009, and made available from the reconciliation of 2009 storage costs. Ms. O’Connell briefly reviewed the information contained within the report including information regarding recent amendments to the interstate agreements. She noted that the report had been reviewed by the Commission members, that their comments had been incorporated, and that the report would be submitted on Monday, October 3, 2011. Mr. Mawhinney inquired whether this was a time consuming process and if the Authority should request that the requirement be changed. Ms. O’Connell responded that staff will not need to prepare a report the next few years because the AWBA and SNWA had agreed to defer interstate storage until 2015.  A report would not be required until interstate water banking resumes and monies are received. 

Nicole Klobas provided an update on CAWCD v. Brewer. She noted that the judge had ruled that the taking was unconstitutional but did not rule that the money needed to be returned. She stated that the ruling was not appealed by either party.

V. Master Water Storage Agreement

Ms. O’Connell informed the Authority that the Master Water Storage Agreement is the AWBA’s contract with CAWCD that allows for storage at their facilities.  Exhibit A to the agreement identifies the individual storage facilities and can be amended as needed.  Amendment No. 2 to Exhibit A proposes to remove the Avra Valley Recharge Project and add the Superstition Mtn Recharge Project (SMRP), which is the only recharge project operated by CAWCD in the East Valley. Lisa Atkins moved for approval of Amendment No.2 to the MWSA. The motion passed.

VI. Draft 2012 Annual Plan of Operation

Ms. O’Connell reminded the Authority that the process for developing the AWBA Annual Plan of Operation (Plan) typically begins the end of August, early September, and stated that AWBA staff had met with its partners in both the Tucson and Pinal AMAs regarding participation with the AWBA in 2012. She noted that there was more interest from the GSF partners in the Tucson AMA than in previous years and that the GSF partners in the Pinal AMA were also interested in utilizing all water available to them. In those discussions staff reiterated the Authority’s concerns that this year’s amendment to the Plan to provide additional water was based on an emergency situation and should not be considered normal operation for the AWBA.  The GSF operators indicated they were evaluating their operations in order to avoid the conditions that resulted in what happened this year. The only GSF operator in the Phoenix AMA interested in partnering was QCID. Ms. O’Connell pointed out that most GSFs in the Phoenix AMA have other storage partners.

Ms. O’Connell noted that the AWBA will continue to receive water under the 175,000 acre-foot pool established by CAWCD that is shared with the CAGRD and the Bureau of Reclamation. For 2012, the Bureau and the CAGRD will be utilizing 15,000 acre-feet and 9,500 acre-feet, respectively, leaving 150,500 acre-feet available for the AWBA. Ms. O’Connell then reviewed draft Table 2 that shows the location and volumes of planned deliveries. She informed the Authority that some changes might still occur as CAWCD staff finalizes its water delivery schedule; October 3 was the deadline for customers to submit their orders. She noted that the 21,000 acre-feet of deliveries to the Pinal AMA is based on full utilization of funds available in that AMA. In the Tucson AMA, all funds are also utilized and the delivery amount includes the 15,000 acre-feet that had been re-directed to the Pinal AMA in 2011. One thousand acre-feet will be delivered for the Southside Replenishment Bank and there will be no interstate water banking. Total storage projected under the 2012 Plan of Operation is 150,500 acre-feet.

Ms. O’Connell then reviewed Table 4 and noted that delivery and water storage rates in 2012 are the same as in 2011 with the exception of the Clearwater facility, which has an annual rate increase of three percent. When reviewing Table 5, Ms. O’Connell stated that the Plan does not currently include expenditure of shortage reparation funds. Most of the storage to date utilizing these funds has occurred in the Phoenix and Pinal AMAs.  Very little has been stored in the Tucson AMA. The funds are not available in the Water Banking Fund; however, the AWBA could request up to $5 million from Nevada, which is the amount remaining from the $8 million. The total estimated cost of the draft 2012 Plan is $20.7 million and the estimated number of credits that would accrue is 137,540 acre-feet. 

Ms. George stated that she is concerned that the Plan does not include expenditure of shortage reparation funds and that it is her preference to expend those funds as soon as possible. Ms. O’Connell responded that there might be additional capacity available in the Tucson AMA to utilize these funds; however, this would reduce the amount of storage currently proposed for the Phoenix AMA.  A second option discussed was to utilize shortage reparation funds if additional supplies became available. 
In response to a request for additional information, Ms. O’Connell clarified that the shortage reparation funds were made available to the AWBA under Arizona’s shortage-sharing agreement with Nevada. In return for Arizona agreeing to take a larger percentage of Colorado River shortages, Nevada agreed to provide $8 million to Arizona for the purchase and storage of water for the purpose of protecting Arizona fourth priority Colorado River water users against shortages through 2025 (Interim Period).  If the credits developed using these funds are not needed for firming during the Interim Period, the credits can be used for other purposes..  She noted that a draft resolution regarding the use of the credits had been prepared, but that action on the resolution had not been taken.  Direction had been given to distribute expenditure of the funds among the three AMAs. 
The Authority directed staff to include language in the Plan that recognizes the expenditure of shortage reparation funds in the event additional water supplies become available. The Authority also directed staff  to present the draft 2012 Annual Plan of Operation to the public at the Groundwater Users Advisory Committee (GUAC) meetings in the Phoenix, Pinal and Tucson AMAs. Ms. Fabritz-Whitney inquired as to the dates of the GUAC meetings. Ms. O’Connell noted that the Phoenix AMA GUAC meeting was scheduled for October 25, the Pinal AMA GUAC meeting was scheduled for October 27 and the Tucson AMA GUAC meeting was scheduled for November 7.

VII. Groundwater Saving Facility Agreements

Ms. Wildeman reminded the Authority members that the GSF agreements allow the AWBA to store water at the GSF facilities.There are two versions of the documents based on whether the GSF operator owns or controls the wells or if they do not own or control the wells. Ms. Wildeman then reviewed the changes in the agreement that were made following comments received after the June AWBA meeting. She noted that the substance of the changes had been shared with the GSF operators during the partner meetings; however, they  had not yet seen the actual language within the agreements.

Ms. Wildeman informed the Authority that staff was looking for approval of the form of the agreements so that they could be distributed to the GSF partners to take to their boards for approval. Based on the discussion during the partner meetings, staff does not anticipate any issues with the changes to the agreements. However, in the event that there are issues,, it may be necessary to  extend the term of the existing agreements at the December meeting to allow time for additional discussion and potential resolution of those issues..

Mr. Mawhinney questioned whether the language of the agreements addresses the problems that were experienced when CAWCD first began recovering credits. Ms. Wildeman responded that there had been no changes to the recovery language from the previous agreement. Tim Henley noted that some of the recovery issues had been resolved and should not occur again because wells had already been used for recovery. Ms. George stated that she disagreed with the language in 11.1 that limits Designated Recovery Agents to either CAWCD or a political subdivision of the State of Arizona and/or a municipal corporation. Mr. Henley noted that this language was an artifact of the original agreements between the AWBA and the GSF partners when the AWBA was not comfortable having private entities as its recovery agents. Ms. George stated that now that the AWBA is storing at facilities owned by private entities, that comfort level should be different. Ms. Klobas noted that the sentence in 11.1 could  be stricken if the AWBA no longer t wanted this limitation.. A motion to strike the sentence was approved.  Mr. Brown made a motion to approve the agreements as to form with the strikeout included and to distribute the agreements to the GSF partners. The motion was approved. The Authority requested that any comment made regarding the strike-out language be provided to them at the next meeting.

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

Ms. O’Connell provided an update on discussions with ADWR and CAWCD staff concerningthe distribution of AWBA credits during shortages. As an outcome of these discussions, it appears that an intergovernmental agreement (IGA) would be a likely method of coordinating the agencies activities and allowing the parties to maintain and adhere to their individual regulations, authorities and policies.

Ms. O’Connell informed the Authority that discussions currently are focusing only on distribution of 4¢ ad valorem tax credits. Ms. O’Connell reviewed the following subject areas being discussed for inclusion in an IGA:

AWBA Credits and CAP Deliveries: CAP would like to maximize flexibility, all IGA components dependent/subject to all rules or policies
Credit Distribution Projection:   timelines, preliminary credit distribution schedule, AWBA needs to identify number of credits and track where they come from and where they go, use 24 month study as a trigger 

AWBA Annual Plan of Operation:  timelines and approval process within AWBA’s plan, CAP wanting a commitment from the AWBA

Assignment of Credits: timing (at end of year)
Credit Accounting and Reconciliation:  timing, need
Costs: CAP bears all costs
Standard IGA Language

With respect to Assignment of Credits, Ms. Fabritz-Whitney asked if there had been any discussion regarding how much of the shortage would be met. Ms. O’Connell stated that staff was not discussing policy and that those discussions still needed to take place.

Ms. O’Connell stated that AWBA staff needed input from the Authority regarding whether they agreed that an IGA was the appropriate agreement for the credit distribution process. If so, AWBA and CAP staff would work together to develop conceptual language for the IGA and then bring that back to the Authority, perhaps at another stakeholder meeting. Mr. Mawhinney commented that the AWBA has historically been concentrating on recharging as much water as possible and haven’t devoted as much discussion to the recovery side of things. He believes that the Authority members need to get together to identify and discuss critical issues. He stated that he believes that the policies regarding distribution of credits need to be established first. Ms. George stated that she agreed with Mr. Mawhinney.

Ms. O’Connell asked if the Authority would like to possibly schedule a workshop in the near future. Ms. Fabritz-Whitney asked if staff had identified policy issues or specific subject matter that needed policy decisions. She requested that staff bring those policy areas to the Authority at the December meeting. Ms. George stated that she believed that more discussion was needed than was possible to have with an AWBA meeting agenda item. Additionally, she would like to hear more about the policy type discussions CAWCD was having and get input from stakeholders. Mr. Mawhinney agreed that they need more time than typically associated with an agenda item at the AWBA meeting. Ms. George stated that she would like to have staff’s list of policy issues some time ahead of the meeting so that the Authority members can discuss those issues with the parties that they are representing.

Mr. Henley introduced the current modeling being done by the AWBA with respect to supply and demand by reiterating that the Authority had requested an analysis of supply and demand a few months ago with respect to the Indian firming discussions. While it does not look like the AWBA will be faced with additional Indian firming requirements due to the status of the Navajo-Hopi discussions, it still is a good time to look at the modeling results, particularly in light of the credit distribution discussion. Mr. Henley utilized a PowerPoint presentation to provide information. A copy of the presentation was made available to the Authority members and is available on the AWBA web page.

A summary of points made by Mr. Henley are as follows:

1. The 1997 Base case was modeled again and compared with the current Base case. The primary differences between the two base cases were the Indian demand, how shortages are shared and what the levels of shortage are.

2. The total number of credits needed for firming between the 1997 Base and the 2011 Base is 3.2 MAF and 3.5 MAF, respectively.

3. Scenarios run off of the 2011 Base with varying assumptions for Upper Basin depletions, on-river Tribal use, Lake Mead shortage criteria and whether or not Mexico shares in the shortage.

Mr. Henley stated that all of the assumptions in the models are open for discussion by the AWBA and that staff are looking to the Authority to assist in focusing in on what model assumptions should be utilized. He noted that he did not think that it was appropriate to maintain the 1997 Base case. Ms. George stated that it was good to maintain the 2011 Base if the Interim Surplus Guidelines go away. Mr. Mawhinney asked if any of the scenarios run by the AWBA included storage for Nevada. Mr. Henley stated that they did not but that they could.If additional water was to be stored for Nevada the result would be less opportunity to store for Arizona. He noted that this might be accomplished by potentially decreasing or eliminating storage in Maricopa County, because they will have an adequate number of firming credits, and replacing that storage with interstate storage in that county. Additionally, it needs to be borne in mind that the assumption used in the model is that the AWBA would only firm up to 20 percent of the CAP M&I shortages. In some instances, the actual shortage could be a greater volume.

The Authority requested that Mr. Henley focus on four scenarios: the current Base, and Scenarios A, B and C. Additionally, they requested that storage for Nevada be included within those scenarios and that information be provided for shortage years that shows the firming to 20% versus the actual total shortage volume. Mr. Mawhinney stated that he is not appointed to represent Pima County but notes that there is a problem in that county under all of the scenarios. He questioned how this could be focused upon. Val Danos had a question regarding how the model treated NIA water. Mr. Henley stated that it was treated as water that receives a pro rata reduction in shortages. 

IX. Call to the Public 

Kathy Ferris, representing AMWUA, stated that she wanted to second the idea of having credit distribution policy discussions prior to development of an agreement. She also was looking for a response to a question that was raised at the stakeholder meeting with respect to what the recovered water would be considered by the Bureau. Ms. O’Connell responded that AWBA staff is aware that CAWCD and Reclamation have held meetings on that subject but did not believe that a final decision had been made. AWBA staff has not been invited to these meetings.

There was no additional public comment.


The meeting adjourned at 11:55 p.m.

� Please note that these are not formal minutes but a summary of discussion and action of the meeting.  Official minutes are prepared prior to the next Authority meeting and are approved at that meeting.
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