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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.
Approval of Minutes

Maureen George requested the minutes for the March 21, 2012 meeting be revised on the bottom of page 3 to reflect that she had requested a written opinion of the Law of the River issues.  With that change, the Authority approved the minutes of the March 21, 2012 AWBA meeting.
Water Banking Staff Activities

Virginia O’Connell gave a brief summary of AWBA deliveries for 2012. She noted that while deliveries in the Phoenix AMA are ahead of plan, they are virtually spot-on for the Tucson and Pinal AMAs.  She expects 2012 actual deliveries to meet planned deliveries by year end for a total of 120,000 acre-feet including 1,000 acre-feet for the Southside Replenishment Bank.  Finally, Ms. O’Connell reminded the Commission that no interstate deliveries will be made in 2012.  Marshall Brown noticed that the AWBA has exceeded its storage goal for the Tonopah Desert Recharge Project.  He asked if this meant the AWBA would be exceeding its overall goal for the Phoenix AMA or if future deliveries to other facilities would be reduced.  Ms. O’Connell supported Mr. Brown’s observation and stated that the AWBA does not intend to exceed its delivery goal for the Phoenix AMA.  Discussions are currently underway to reduce future deliveries to other facilities to offset earlier deliveries to TDRP in excess of its specific storage goal.

Ms. O’Connell indicated that at its June Board meeting, the Central Arizona Water Conservation District (CAWCD) Board adopted a resolution pursuant to A.R.S. § 48-3715.02 applying the taxes levied through the 2012-2013 tax year to repayment of the construction costs or payment of the annual operation, maintenance and replacement costs of the CAP and that such taxes would be deposited in a designated account at CAWCD for such purposes.  Mr. Brown remarked that the resolution’s language was different than in past years.  He asked for an explanation.  Ms. O’Connell indicated that the language has been getting broader overtime but still includes the purposes required by the AWBA.  Tom McCann (CAWCD), supported Ms. O’Connell’s statements and added that there has been no decision to change the actual disposition of the funds and thus no change for the AWBA.  He indicated that the CAWCD Board is simply maintaining its discretion.

Ms. O’Connell provided an overview of interstate accounting pursuant to the Interstate Water Banking Agreement and its amendments.  She described how the $100 million paid by the Southern Nevada Water Authority (SNWA) in 2005 and deposited into the Nevada Resource Subaccount was used to indirectly provide a loan to pay for the cost of storing water on behalf of Nevada to date.  SNWA is required to repay the water storage costs plus the interest that would have accrued on the $100 million absent the loan. The Arizona State Treasurer’s Office tracks what this amount would have been.    Ms. O’Connell reminded Commission members that the Arizona Legislature swept nearly $20 million of the $100 million originally deposited into the Resource Subaccount.  The total amount of funds that were swept has been subtracted from the interest calculation to insure that SNWA is charged the appropriate amount. Based on this adjustment, Nevada owes nearly $100 million, which includes nearly $19 million in interest.  Ms. O’Connell provided the interest earnings schedule for Commission members and indicated that a new schedule would be provided at each Bank meeting.

Ms. O’Connell provided a virtual tour of a new functionality on the AWBA website where water stored by the AWBA can be queried by interstate and intrastate deliveries, by AMA and by facility.  Staff is still populating the data and once everything has been quality controlled, the AWBA will make it available to everyone.

Tim Henley provided an update on the three Indian settlements:  White Mountain Apache Tribe (WMAT), Navajo Nation-Hopi Tribe and the Hualapai Tribe.  Under the WMAT settlement, Mr. Henley indicated the parties are moving toward an enforceability date at the end of 2014.  Specifically, Mr. Henley explained that the Arizona Legislature appropriated $2 million in the 2012 Legislative Session.  Regarding the Navajo Nation-Hopi Tribe settlement, Mr. Henley indicated that negotiations appeared to be on track.  Last week, however, the Hopi Tribal Council voted 11 to 4 to reject Senator Kyl’s bill on the settlement.  In addition to rejecting the bill, the Tribal Council required Tribal representatives to personally tell Kyl the Tribe was rejecting the bill and that all future water settlements would have to go to the vote of the Tribe and not just the Council.  Mr. Henley described this as a considerable set back.  He indicated that the Navajo’s could be facing similar issues.

Regarding the Hualapai Tribe, Mr. Henley explained that Arizona signed a non-disclosure agreement so he is not free to speak about the details except that negotiations are on a fast track and the parties want to see Senator Kyl introduce a bill this year.  He was free to explain staff’s position, which he described as follows:

· AWBA will not agree to increase the firming obligation above the 8,724 acre-foot commitment in the Arizona Water Rights Settlement (AWSA);

· AWBA will not agree to firm leases or any water not being used on Tribal lands;

· Same basic terms apply (i.e. 100 years and M&I priority)

Maureen George asked why staff took these positions.  Mr. Henley explained that these positions were consistent with the positions taken in the Navajo Nation-Hopi Tribe negotiations.  John Mawhinney asked when the Commission members would be able to discuss the settlement substantively.  Mr. Henley suggested the parties are not quite ready, but will be soon and at that time, the Commission should hold an executive session to discuss the details.

Distribution of AWBA Long-term Storage Credits during Shortages

Ms. O’Connell indicated that two Information Briefs had been developed on this topic: one brief capping firming at no more than 20% of CAP M&I entitlements and the other brief exploring distributing the credits at less than 20% to extend the life of the credits.  Ms. O’Connell indicated that the AWBA received comments from five organizations.  

The comments can be organized into three topics:  comments related to the 20% threshold, comments related to a comprehensive stakeholder process and comments related to the Tucson AMA firming goal.  Regarding the 20% threshold, comments varied from supporting the 20% cap on firming to opposing any firming above those levels.  Regarding extending the credits, comments supported limiting distribution of credits to 20% of entitlements and in some cases supporting lower percentages.  Regarding a comprehensive stakeholder process, comments reflected a desire to create a comprehensive stakeholder process to guide the development of a recovery plan, to recognize and define interrelationships and authorities of the organizations involved (i.e. AWBA, CAWCD, ADWR and USBOR) and the need to include Indian firming.  

Regarding the Tucson AMA firming goal, comments reflected an on-going desire to continue pursuing the firming goals of the Tucson AMA.  Specifically, comments indicated that all options have not been exhausted to meet the goal.  Chairman Fabritz-Whitney asked if the comments gave any specific examples of other options being considered.  Ms. O’Connell replied that the comments did not provide specific examples, however an option she is aware of is using Maricopa County monies to store water in Pima County.  

Ms. O’Connell indicated that two groups are working on the credit distribution issue:  one is an interagency workgroup between the AWBA, ADWR and CAWCD and the other is an ad hoc group with stakeholder representatives. The ad hoc group is also working on the issue of accruing long-term storage credits during a shortage.  She explained that staff is conducting an analysis to determine the likelihood of this happening and the potential magnitude of the issue.

Mr. Mawhinney expressed concern about coordination between the two groups.  He is looking for a cohesive recommendation.  Ms. O’Connell described the relationship between the two groups indicating that the interagency work group will ultimately develop an intergovernmental agreement and the ad hoc group provides feedback to the interagency work group.  Ms. Fabritz-Whitney added that the work conducted by these smaller groups is the foundation for broader stakeholder meetings in the future.

Ms. George asked if staff would provide the specific comments on the briefing papers to Commission members.  Furthermore, Ms. George asked if Ms. O’Connell could keep Commission members up-to-date on the position of stakeholders regarding this topic in the event stakeholders cannot arrive at a unified recommendation and the Commission has to balance interests.  Mr. Brown corroborated Ms. George’s concerns and request.

Mr. Mawhinney indicated that it would be helpful to him if he had a written policy or procedure from CAWCD regarding how CAP water will be delivered during shortages.  Tom McCann, CAWCD, explained that priorities are already established at the higher levels, for example between Indian and M&I users, but there is no specific policy allocating within a priority.  Mr. McCann explained that attempts had been made to do this in the 1983 Record of Decision, in the subcontracts themselves and in the Gila River Indian Community Settlement.  Parties attempted to reconcile this in the Arizona Water Settlements Act.  What they arrived at was for CAWCD to try to maximize deliveries as much as possible.  Mr. McCann added that the reality of a shortage deep enough to affect M&I users is far enough out that anything specific would be of no value when the actual time arrived and that it was better to remain flexible.  Mr. McCann further described that CAWCD intends to deliver all water ordered during shortages and that CAWCD believes that is the point of having stored the water.
2011 Annual Report

Ms. O’Connell reviewed the highlights of the 2011 Annual Report.    In 2011, AWBA recharged nearly 137,000 acre-feet of water for approximately $16.6 million including 1,000 acre-feet for delivery to the Southside Replenishment Bank.  Since inception and through 2011, the AWBA has accrued nearly 3.7 million acre-feet of credits at a cost of just over $287 million.  Intrastate credits make up over 3 million acre-feet of these credits at the cost of $58 per acre-foot.  Interstate credits cost just under $200 per acre-foot.

Ms. O’Connell reported that the 2011 plan had been modified to redirect 15,000 acre-feet of water scheduled to be stored in the Tucson AMA to the Pinal AMA.  Ms. George asked for clarification about the use of the roughly 14,000 acre-feet of credits that accrued from that storage.  Specifically, Ms. George wanted to know if the AWBA can use those credits for any purpose without condition, or is it for any purpose only if it is not needed in the Tucson AMA.  Ms. O’Connell replied that it could be used for any purpose as the GSF partners in Pinal agreed to pay the AWBA’s costs. The credits are currently identified for use in the Tucson AMA.

The AWBA also renewed its water storage agreements with groundwater savings facility operators, renewed and acquired various existing and new water storage permits, and amended its Master Water Storage Agreement with CAWCD.  

In addition, staff conducted a water supply and demand study to evaluate the number of credits that are needed for all of the AWBA’s goals and obligations and how long those credits will last. Mr. Mawhinney asked how the results of the study compared to similar studies conducted by CAWCD.  He expressed concern about the organizations working from different bases.  Dee Fuerst, CAWCD, described like-studies conducted by CAWCD and indicated that the prognosis is that recovery would only be required under severe conditions.  She added that CAWCD, ADWR and the AWBA are already using the same model, but not necessarily the same parameters and components.  Mr. Mawhinney asked if there is any significant variation numerically. Mr. Henley replied that there is not significant numerical variation.  He added that the basic data is the same and results are virtually the same.  Mr. McCann pointed out that the organizations are exploring the different assumptions and seeking to understand the differences.

Ms. O’Connell reviewed the components of the Ten-Year Plan (Plan) for 2013-2022, which included projections for water availability, storage capacity, and funding resources. She discussed the percent of the AWBA’s goals that could be met within the ten-year time frame. The Ten-Year Plan shows that there may not be sufficient water available to the AWBA to meet its obligation to Nevada. In addition, funding will become a limiting factor to some extent in Pinal County, but primarily in Pima County, which affects the AWBA’s ability to meet the firming goals. Finally, absent general fund appropriations, withdrawal fees are the primary source of funding available for Indian firming.  While it appears the Indian firming obligations could be met using withdrawal fee credits, the obligation could be higher than estimated, thus reducing the amount of withdrawal fee credits available for other water management purposes, including M&I firming. 

Ms. George asked about on-going discussions with SNWA regarding the potential direct delivery of approximately 60,000 acre-feet of Nevada’s annual entitlement of Colorado River water to Arizona for interstate storage under the Storage and Release Agreement (SIRA).  Ms. O’Connell responded that there were no plans to store Nevada’s unused apportion in Arizona this year. Discussions on the overall agreement are continuing.  The next meeting is being scheduled for July.

Mr. Brown commented that the Ten-Year-Plan focuses on the status quo as far as recharge facilities and expanded capacity of existing facilities.  He asked if the AWBA would be working with ADWR on the Fourth Management Plan to look for opportunities to expand storage in the Phoenix AMA in areas the AWBA has not stored in the past.  Ms. O’Connell responded that the AWBA would be participating in the Fourth Management Plan.

Ms. George and other Commission members pointed out typographical errors in the Annual Report.  Ms. George also asked for page 12 to clarify shortages can affect on-river as well as Indian water uses.  Ms. O’Connell pointed out that on Table 5, 48% of the Interstate Water Banking Goal has been achieved and not 13%.  Also, on table 8, the Indian firming obligation will be fully met and the 0% and N/A are errors.

Mr. Mawhinney made a motion to approve the Annual Report with corrections described during the meeting and any non-substantive corrections subsequently found by staff.  Lisa Atkins provided the second to that motion.  The motion carried.

Fiscal Year 2013 Administrative Budget

Ms. O’Connell reviewed the 2013 Administration Budget with the Commission members.  Mr. Brown pointed out some minor discrepancies on budgeted amounts populating between the detailed and summary budget pages.  Based on these comments, the budget was revised by staff during the meeting from just over $600,000 to $598,411.  Mr. Brown moved to approve the budget as revised and Ms. George provided the second to that motion.  The budget was passed by the Commission.

Call to the Public

There was no additional public comment.

The meeting adjourned at 12:30 p.m.

1
5

