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Welcome/Opening Remarks
Chairman Sandra Fabritz-Whitney welcomed the attendees. All members of the Authority were present except ex-officio members, Senate President Steve Pierce and Speaker of the House Andy Tobin.  Chairman Fabritz-Whitney welcomed Cliff Neal as the newest AWBA member.  Mr. Neal represents an entity that holds a CAP M&I subcontract.  Virginia O’Connell recognized Ajita Athayle who is retiring after 26 years of service.

Approval of Minutes

John Mawhinney moved to approve the minutes of the September 19, 2012 meeting.  Lisa Atkins provided the second to the motion.  The Authority approved the minutes of the September 19, 2012 AWBA meeting.
Consideration of Executive Session regarding the Third Amended and Restated Agreement for Interstate Water Banking
Nicole Klobas, attorney for the AWBA, updated the members on the draft agreement.  She indicated there had been several changes from the existing structure.  She told the members that under the new agreement, the AWBA would no longer have an obligation to accrue future long-term storage credits to be held in the Southern Nevada Water Authority (SNWA) account.  She reminded the members that 600,651 acre-feet of credits are already held in the Nevada account.  SNWA paid nearly $123 million to date for these credits and their financial obligation has been met.

The new agreement allows the parties to agree to future storage/accrual of long-term storage credits including authorizing the use of Nevada’s unused apportionment as the source water.  All costs, associated with future delivery and storage, are born by SNWA.  The agreement terminates when all credits (existing and future) have been recovered.  Existing credits must be recovered by December 31, 2063.  Future credits must be recovered within 50 years of the date of storage with the oldest credits being recovered first.  SNWA will pay $20,000 per year for continuing administrative services in years when the AWBA does not deliver and store water.  There is no longer an operating Account and a Resource Account.

Maureen George began the conversation indicating she has a long list of questions.  She received the draft agreement on Monday, and she does not feel comfortable acting during the meeting.  Mr. Neal asked if there was any rush.  AWBA staff indicated there was no rush.  Mr. Mawhinney asked what we would have to provide to SNWA during a shortage.  Ms. O’Connell responded saying the maximum liability would be 52,000 acre-feet contingent upon Arizona’s ability to do so.  Ms. George reiterated that she had several questions but was fine forwarding her questions to Ms. Klobas.  Ms. George further stated she would like to hear from the public, and she has not had sufficient time to digest the terms of the agreement.  Mr. Mawhinney indicated that he wanted to hear Ms. George’s questions.  The Commission asked if a decision could be postponed until the next meeting.  Ms. O’Connell indicated that the current letter agreement defers storage and payments through 2014, so waiting to make a decision until the March meeting is acceptable.

Chairman Fabritz-Whitney asked if the Commission wished to hear public comment at this time.  She also asked if Commission members wanted to go into Executive Session.  Commission members preferred moving on to the other agenda items and then hearing from the public at the end of the meeting just prior to going into Executive Session.  There was a discussion regarding how much time members of the public would have to provide comments written or otherwise.  Chairman Fabritz-Whitney indicated the AWBA would give members of the public through the end of January to provide comments.
Water Banking Staff Activities

Deliveries.  Regarding deliveries, Ms. O’Connell directed the members to the monthly delivery graphs in their books current through November.  She explained that the AWBA went into the year expecting to have about 120,000 AF of deliveries. Additional deliveries were made in the spring to the Tonopah Desert Recharge Project in anticipation of storing Nevada’s unused apportionment.  If the AWBA were to store this water, it needed to take advantage of canal capacity.  However, that deal did not go through.  As the year progressed, Ms. O’Connell explained, there was some turn back water in the Phoenix AMA, particularly from the GSFs, allowing the AWBA to offset earlier storage at Tonopah Desert.  In the Pinal AMA, even though it shows the AWBA is slightly behind schedule, Ms. O’Connell anticipates the remaining deliveries will be made this month.  In the Tucson AMA, deliveries are on target, although deliveries have shifted between facilities.  At the end of the year, the AWBA expects to have stored about 135,000 AF.  She added that the number might be lower given recent rains. 

For informational purposes, the AWBA is providing a letter addressed to Terry Fulp, the Regional Director of the United States Bureau of Reclamation (Reclamation), Lower Colorado River Region from CAWCD, the Metropolitan Water District of Southern California, and the SNWA.  Ms. O’Connell provided a summary of the letter which requests that any unused apportionment for this year be retained in Lake Mead. She noted the parties explained that water levels in Lake Mead have dropped significantly this year with Mead at just 52%full. They described 2012 as the third driest year on record and indicated that even though conservation and augmentation efforts over the last several years have resulted in additional water in Lake Mead and Brock Reservoir, if drought conditions continue, there is a risk of a shortage declaration in the next few years.  Keeping unused apportionment in Lake Mead rather than reallocating it would provide an overall benefit to the Colorado River system.  Mr. Neal asked about Reclamation’s reaction to the letter.  Tom McCann, CAP, replied indicating he has not heard back from Reclamation.

Credit Distribution Discussions.  Regarding the issue of distributing AWBA credits, Ms. O’Connell informed the members that the AWBA continues to meet with staff from CAP and ADWR to discuss issues related to credit distribution. The credit distribution group prepared a paper concerning one aspect of distributing credits accrued with the 4¢ ad valorem tax monies. The paper proposes that AWBA credits be distributed to CAP to meet up to 20% of M&I priority subcontract orders during shortage consistent with existing M&I firming goals.  The paper also provides for a consultation process in the event shortages to M&I supplies are greater than 20%.  Current modeling suggests such an event would have a low probability of occurring.  The credit distribution group intends to distribute the paper to the Ad Hoc group for additional review and comment. The Ad Hoc group continues to discuss its list of issues and establish who is responsible for addressing the issues.  The credit distribution group will continue to evaluate and respond to the issues that have been presented.  The expectation is to have a comprehensive program on not only how shortages are addressed, but also the recovery of AWBA credits for meeting other contractual obligations.

Ms. O’Connell reminded Authority members that the AWBA had also been meeting with staff from ADWR’s Colorado River Management section and CAP to develop consistent baseline assumptions for the Arizona Colorado River System Simulation (CRSS) model.  Ms. O’Connell indicated that Deanna Ikeya from ADWR has been leading this group.  Ms. O’Connell directed members to the table of assumptions in their notebooks.  She cautioned members that the work product is a work in progress.  For example, she indicated that with the adoption of Minute 319 the modeling group will need to determine how to incorporate the provisions of the minute into the model.  

Ms. O’Connell asked Tim Henley, AWBA consultant, to provide an overview of the assumptions.  Mr. Henley explained that there are two sets of assumptions.  The first set he described as “givens” used by Reclamation.  This includes things such as hydrology and reservoir levels.  He pointed out however that things change.  Minute 319 and the Basin Study results are examples of how things change.  Reclamation is currently working with Colorado River interests to incorporate these two specific items into the “givens” for the model.  These givens are significant and they will affect how Arizona will go in and out of the defined shortage tiers.  

The second set of assumptions is basically end user assumptions such as Arizona’s demand.  Mr. Henley explained that while Reclamation has assumed demands for Arizona, the state typically uses its own demand schedule.  Additionally, Arizona has also developed demand schedules for other states in the basin.

Mr. Henley explained that the three agencies are working together to establish a baseline for all the agencies to use.  This baseline needs to be consistent in terms of the assumptions.  He indicated that the baseline would be maintained by Colorado River Management at ADWR.  He cautioned that this does not mean the agencies cannot test various sensitivities.  He posited, however, that the three agencies would meet to discuss changes to baseline assumptions.

Ms. Atkins asked about the timing of Reclamation making its changes to the assumptions in the model.  Mr. Henley responded that there is no timeframe.  Ms. Atkins then questioned how the modeling group intended to move forward if there is no timeframe.  Mr. Henley replied saying the group would keep the assumptions as they are until Reclamation notifies the states differently, positing that the model would be run as it has been.  He added that part of his job and others is to make sure everything stays the same until notified otherwise.

Mr. Henley then pointed the conversation toward what it all means to the AWBA.  He told the members that the modeling results are not crucial.  The AWBA has its goals, and they are still valid.  He reminded the members that while the firming goals are numeric, the actual goal or objective is to store water as long as water and money are available.  Statute does require that the AWBA define a reasonable firming amount for on- river water users.  In the course of doing this, the issue of establishing goals in the AMAs was pushed.  He described modeling as a tool to plan for when to expect drought and to determine where to store and recover water.

Ms. George asked where she should send her comments.  Chairman Fabritz-Whitney asked that the comments be sent through Tom Buschatzke to Ms. Ikeya.  Mr. Neal asked if Mr. Henley intended to wait for Reclamation.  Mr. Henley replied saying no, the three agencies will move forward as quickly as possible.  Arizona will decide what these changes mean to the state and what assumptions will be used.  He expects Arizona to incorporate the new information into the model and provide the model to others.  He indicated, however, that there is no schedule for a new model run.  Ms. George expressed concern that some sectors have not had a chance to provide input into the modeling assumptions.  She also asked how the new assumptions and results compare with the original ones.  Mr. Henley concluded his comments saying the modeling process is a dynamic process.  Even with the incorporation of these changes, there will be more changes in the future.  For example, post 2025 there will be many changes as the current shortage sharing guidelines will expire.

Chairman Fabritz-Whitney anchored the conversation back to the basic point that the three agencies understand they need to coordinate and they have agreed to do so through this modeling group.  Chairman Fabritz-Whitney recalled that Ms. George had requested a special study session to go over the modeling in more detail.  She asked if the time was right to do the special study session.  Ms. O’Connell replied that it would be best to wait until the Minute 319 assumptions have been rolled in.  Chairman Fabritz-Whitney directed Ms. O’Connell to be ready for a special session by mid-summer, specifically June, to address the modeling assumptions.

AWBA coordination with ADWR on Fourth Management Plan.  Regarding the AWBA’s comments on a concept paper prepared by ADWR titled, “Enhanced Aquifer Management:  Alternative Cut to the Aquifer”, Ms. O’Connell indicated that as part of the Fourth Management Plan goal of comprehensive aquifer management, ADWR has proposed to modify certain provisions of the recharge and recovery program specifically the “cut to the aquifer”.  Ms. O’Connell explained the concept encourages recharged water to be recovered from within the area in which it was stored to address the imbalance of groundwater levels within the AMAs.  The paper proposes that the farther away the recovery, the greater the cut to the aquifer. The program would be dynamic and evaluated every several years.

Ms. O’Connell then reviewed the AWBA’s comments on ADWR’s concept.  While generally supportive of recovery in the area of impact, Ms. O’Connell explained the proposal could have impacts on the AWBA’s operations.  The AWBA does not currently have priority with regard to storage locations.  Further, the AWBA must rely on others as recovery agents. If credits cannot be recovered from within the area of hydrologic impact, fewer credits will be available for firming during shortages. For interstate storage under the Storage and Interstate Release Agreement (SIRA), the AWBA is required to report the amount of credits that have accrued in a given year to Reclamation who then incorporates that information into its Article 5 accounting report.  Ms. O’Connell explained that not knowing in advance what that amount is would make this reporting requirement very difficult or nearly impossible.  Mr. Henley added to Ms. O’Connell’s comments saying the issue would be the creation of Intentionally Created Unused Appointment (ICUA).  Nevada cannot request more water than what Reclamation has accounted for in its Article 5 accounting.  A question is whether Arizona would expect Reclamation to modify its Article 5 accounting each time the cut to the aquifer is re-evaluated.  This would also create uncertainty for Nevada.

The proposed concept indicates there could be some flexibility for entities that are storing water for drought protection.  Because the AWBA stores water for that purpose and provides other water management benefits, the AWBA requested that credits stored by the AWBA be exempt from the cut to the aquifer altogether. If there is a cut to the aquifer, then the AWBA recommends continuing the 5% cut to the aquifer for intrastate.  For interstate, however, Ms. O’Connell indicated that because interstate storage does not provide drought protection, the 5% cut to the aquifer is appropriate and provides some benefit to the aquifer. It also does not conflict with SIRA reporting requirements and developing ICUA and gives Nevada certainty.

White Mountain Apache Indian Tribe Settlement Update.  David Johnson, legal counsel for ADWR, gave the Authority members an update on the settlement.  He explained the settlement discussions have been going on for three years.  The agreement was approved by some of the parties in 2009.  The detail concerning the AWBA relates to the State’s agreement to firm up to 3,750 acre-feet of water.  Mr. Johnson indicated the federal government will firm the same amount.  The federal government approved the agreement in 2010 in the form of federal legislation.  Since then, the parties have spent the last two years conforming the agreement to the Federal legislation. ADWR recently submitted the amended and restated agreements to the Governor’s Office for signature.  After obtaining the Governor’s signature and signatures from other state parties, ADWR will submit the agreements to Gila River and Little Colorado Adjudication Courts for approval.  This is a requirement for enforceability.  Once done, ADWR will submit the final agreement to the Secretary of Interior who will then issue a Record of Decision.  At that juncture, the settlement will be approved and Arizona will be obligated to firm the 3,750 acre-feet of water.  Mr. Johnson did not provide a timeframe, but did tell AWBA members that the parties expect to submit the signed agreements to the two adjudications courts in early 2013.

Mr. Mawhinney asked if the settlement provided any funding to pay for this obligation.  Ms. O’Connell noted that this firming requirement  is part of the 8,724 acre-foot identified in the Arizona Water Settlements Act (Settlements Act) for future settlements and explained that absent a general fund appropriation, the AWBA can use withdrawal fees to meet the obligation.  Mr. Mawhinney expressed concern that the State has taken on this responsibility and has made no plan to pay for it beyond using withdrawal fees.  Ms. O’Connell and Mr. Johnson replied affirmatively.  Ms. George asked if any firming had occurred already since there has been no approval from the Secretary.  Ms. O’Connell replied that no withdrawal fee credits have been dedicated to Indian firming, except the roughly 5,000 acre-feet of withdrawal fee credits in the Tucson AMA that were used to meet the State’s obligation to the federal government under the Settlements Act.  Mr. Mawhinney asked that the AWBA request an appropriation for general fund dollars in its next budget to cover this firming obligation and any future obligations.  Chairman Fabritz-Whitney indicated that the AWBA could discuss this at the meeting in June.  Ms. Atkins asked if there was any impact on the current fiscal year.  Ms. Fabritz-Whitney replied there was no impact.
2013 Annual Plan of Operation

Ms. O’Connell gave a presentation on the 2013 Annual Plan of Operation.  A copy of her PowerPoint presentation can be found on the website under meeting materials for this meeting.  

Before detailing the 2013 Plan, however, Ms. O’Connell updated the Authority on the 2012 Plan of Operation indicating that while the AWBA planned to store only 120,000 acre-feet, projected deliveries are expected to exceed 135,000 acre-feet.  The largest volume of water was stored at the Tonopah Desert Recharge Project, roughly 47,000 acre-feet.  There was no interstate storage in 2012.  To date, Ms. O’Connell explained that the AWBA has accrued over 3.8 million acre-feet of credits including estimated credits for 2012.  Additionally, pursuant to the Arizona Water Settlements Act, the AWBA has delivered 4,000 acre-feet to the Southside Replenishment Bank.

Ms. O’Connell then presented the 2013 Annual Plan of Operation.  She explained that the Plan of Operation takes three components into consideration:  water availability, funding and storage facility capacity.  For 2013, the limiting factor will be water availability.  Ms. O’Connell explained that based on CAP’s policy for distributing Excess CAP water, the 175,000 acre-feet AWBA/CAGRD Replenishment Reserve Pool would have only 61,371 acre-feet.  Of that, the AWBA’s share would be 52,546 acre-feet. She noted that this amount is nearly 61,000 acre-feet less than what had been identified in preliminary plan presented in September.  To account for the reduced volume, deliveries for direct uses (GSFs) were scheduled first, based on historic priorities, then USF deliveries to the Phoenix AMA were prorated downward and USF deliveries to the Tucson AMA were prioritized based on previous feedback from water users in that AMA. Consequently, deliveries to the Lower Santa Cruz Recharge Project (LSCRP) were eliminated. In addition, GSF operators in the Tucson AMA revised their preliminary schedules opting not to partner with the AWBA in 2013.  The 4,000 acre-feet previously scheduled for these GSFs were rescheduled to the Pima Mine Road Recharge Project.  In all, roughly 38% of the water available to the AWBA is expected to be stored in the Pinal AMA, 32% in the Tucson AMA and the remaining 30% in the Phoenix AMA.  Ms. O’Connell explained that there is an estimated $23 million available to the AWBA.  The 2013 Plan is expected to cost just under $7 million and is expected to produce 47,420 acre-feet of credits.

Mr. Mawhinney stated he believes we will be told to become accustomed to shortage in the future.  He explained that under such conditions, we should consider the utility of using underground storage facilities (USFs) instead of groundwater savings facilities (GSFs).  While GSFs may be better from a dollar perspective today, we know the farmers will return to the pump eventually putting the water stored at risk and failing to meet groundwater management objectives.  He suggested we need to look at the pros and cons of each type of facility and think about how we prioritize the use of each.  We are also building a dependency of agriculture by using GSFs.

Chairman Fabritz-Whitney agreed that it would be a prudent time to look at the issue.  She reminded the Authority that there is still a firming goal in the Pinal AMA that has not been met and there are no USFs in Pinal.  She also expressed concern that Indian firming commitments rely heavily on the use of GSFs because of cost.  She countered the claim that GSFs were not helping the Pinal AMA reach its water management goals.  She suggested that it may be different in other AMAs.  Finally, Chairman Fabritz-Whitney added that Scott Miller is looking into the benefits of GSF storage on water management goals in the Pinal AMA and hopes AWBA staff will work with him on this issue.   Mr. Mawhinney suggested that since dollars will not be a limiting factor, we should balance our resources and objectives.   He asked Chairman Fabritz-Whitney to put an item on the next agenda regarding how the AWBA will balance obligations with diminishing supplies.  She agreed to have staff put together a preliminary outline for how we might explore this issue for the next meeting.
Mr. Neal asked if there is a facility capacity issue in Tucson coupled with Tucson area interests restricting where water should be stored in the Tucson AMA.  He was concerned the AWBA has been given conflicting messages.  He specifically cited a letter saying the Tucson interests did not want any water stored at LSCRP.  Since no other capacity is being made available in Tucson, he suggested this pushed the water to Pinal where there was capacity.  Ms. O’Connell added that the AWBA also considered how much water had been stored to date at LSCRP.  Mr. Mawhinney countered Mr. Neal’s remarks saying there is no conflicting message.  The Tucson interests have consistently said make M&I firming the priority.  Then within the Tucson AMA, Tucson interests prioritized the facilities and LSCRP was the fourth priority.  He continued saying Tucson interests have repeatedly asked to meet the Tucson AMA goals.  He lauded efforts by the AWBA to date.  He just wants us to take a closer look.  The plan says prioritize GSFs.  Tucson believes the decision about prioritizing storage locations should focus on where M&I firming is most needed and not where direct use facilities (i.e. GSFs) happen to be located.  Mr. Neal asked for a copy of the letter sent by Tucson interests outlining what Mr. Mawhinney described.  He asked if the AWBA has a priority listing, to which Ms. O’Connell replied they did not.  Mr. Mawhinney pointed out that the plan prioritizes direct use facilities (i.e. GSFs) without consideration of the M&I firming goal.  This is what the Tucson interests oppose.

Ms. Atkins asked if the AWBA is still on track for the big picture long-term goals.  Ms. O’Connell responded saying Tucson is only 57% of goal even with withdrawal fee credits.  Ms. George argued that in the past water has not been the issue, dollars were the issue.  Now it’s flipped. It is the perfect time to revisit storage priorities.  Ms. George expressed the Tucson AMA goal should be a priority given the progress made on the Tucson AMA goal relative to the goals of the other AMAs.  She noted she appreciates the State has Indian firming goals, but like Mr. Mawhinney, she believes the Legislature has a responsibility to step up financially to meet Indian settlement obligations.  She suggested we not cut Pinal to zero, but perhaps we could cut Maricopa to zero given the GRIC/SRP deal.  Finally, she suggested that if extra water becomes available, the AWBA could store it in the Tucson AMA.  Chairman Fabritz-Whitney asked if she wanted to make such a decision without any analysis.  Ms. George responded affirmatively saying the spread is large enough to warrant moving forward without analysis.  Mr. Neal agreed with Ms. George.

Mr. Neal asked about past GSF partners deciding not to partner with the AWBA in 2013.  Based on his understanding, other water storage permit holders may be offering more competitive pricing.  He asked if the $34 rate is set in stone and if the AWBA should revisit that number.  He then described his deeper concern about the AWBA storing more water at Tonopah Desert than at a storage facility in the east valley.  He further stated that storing at GSFs in the east valley would be preferable over storing at TDRP.  Ms. O’Connell stated the AWBA has historically stored at GSFs in the east valley, including New Magma and QCID, and accrued a significant amount of credits.  Charges are set based on rates slightly less than pumping costs to make in-lieu water more desirable.  Mr. Neal clarified his comments stating the AWBA should not compete with cities who want to store at these facilities, but he was fine with the AWBA competing with speculators.  Ms. O’Connell stated that the 2013 Plan identifies storage at TDRP, but may have opportunities to store elsewhere and keeps those options in play throughout the year.  

Finally, Mr. Neal asked if the CAGRD is fully using its 35,000 acre-feet of excess water.  He questioned whether the CAGRD’s demand was this high.  Ms. O’Connell responded that CAP staff indicated the CAGRD would need its share of the pool.  Mr. Neal noted he would check with CAGRD staff about this matter. 

Ms. Atkins moved to approve the 2013 Plan of Operation with minor technical changes.  Mr. Neal provided the second to the motion.  As such, the 2013 Plan of Operation was approved by the Authority members.
2013 Water Delivery Budget
Mr. Henley indicated that the AWBA needed to adopt the budget associated with the Plan.  He reminded AWBA members the amount they are approving is a $4.6 million budget as the remaining $2.37 million is an offset from CAP’s 4¢ ad valorem tax, the use of which is approved by the CAP board through its budgetary process.

Mr. Mawhinney moved to adopt the water delivery budget.  Ms. George provided the second the motion and the budget was adopted.

Call to the Public

Mr. Grant Buma, Acting Director of Water Resources for the Colorado River Indian Tribes (CRIT), asked a question related to the model.  He noted it appears there are differences of opinion on assumptions between the Arizona model and the Reclamation model.  He indicated the CRITs divert 662,000 acre-feet and use 97% of that water.  He also commented on the on-river goal of 442,000 acre-feet of credits.  He told the AWBA the CRIT returns 250 to 300,000 acre-feet to the river, which is 75% of the on-river goal.  He was concerned the modeling used by the AWBA did not take these matters into account in the same manner as Reclamation models do.  Mr. Henley suggested that Mr. Buma’s comments are excellent and the AWBA would ask ADWR’s modeling group to contact Mr. Buma to discuss modeling assumptions relative to diversions and return flows.

Chairman Fabritz-Whitney asked if the Commission wished to enter Executive Session.  A motion and second were made to adjourn Open Session and convene to Executive Session, and the motion carried.

Chairman Fabritz-Whitney announced the next AWBA meeting is scheduled for Wednesday, March 20, 2013.  The meeting adjourned at 11:50 a.m.

Executive Session
Executive Session convened at 11:55 a.m. and ended at 12:15 a.m.

Reconvene in Open Session
Chairman Fabritz-Whitney reconvened the Open Session of the AWBA at 12:20.  She indicated there was no consideration of action related to items discussed in Executive Session.  Ms. Atkins moved to adjourn Open Session.  Mr. Mawhinney provided the second to the motion.  

The meeting was adjourned at 12:21 p.m.
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