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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.  Commissioner Mawhinney was available via telephone conference.  Chairman Fabritz-Whitney announced that Marshall Brown had accepted a position as the Director of Water Resources at the City of Aurora in Colorado and as such would resign from his position on the AWBA effective September 30, 2012.  She expressed appreciation for Mr. Brown’s service on the AWBA Commission.  Mr. Brown likewise expressed his appreciation.

Approval of Minutes

Lisa Atkins moved to approve the minutes of the June 20, 2012 meeting.  Maureen George provided the second to that motion.  The Authority approved the minutes of the June 20, 2012 AWBA meeting.
Water Banking Staff Activities

Virginia O’Connell gave a brief summary of AWBA 2012 deliveries.  Overall, she explained deliveries through August are on target with actual deliveries about 5% higher than planned deliveries.  Specifically, deliveries are ahead of schedule in the Phoenix and Tucson AMAs by nearly 13,000 acre-feet.  Actual deliveries in the Pinal AMA, however, are around 6,000 acre-feet below planned deliveries.  Ms. O’Connell mentioned that monsoonal activities have resulted in a shift in storage from certain groundwater savings facilities to underground storage facilities.

Chairman Fabritz-Whitney asked if the increase in monsoonal activity was going to result in additional water being available at the end of the year.  Patrick Dent, CAP, responded saying CAP anticipates “turn-back water”, but cannot yet identify who will turn-back.  He indicated that deliveries were behind by 40,000 acre-feet in July, on target in August, but down again in September.  CAP is actively discussing deliveries with its customers to manage a year-end turn-back.

Ms. O’Connell indicated that two groups are working on issues related to the distribution of AWBA credits during shortages. The first group, called the Credit Distribution Group, is an interagency workgroup between the AWBA, ADWR and CAWCD.  The second group is an ad hoc group, created by ADWR that includes stakeholder representatives as well as the three agencies.  The Credit Distribution Group met recently at CAWCD and is planning another meeting on October 3rd.  Because of staffing changes, much of this meeting was spent reviewing issues previously discussed by the group.  This group will meet again in October to continue working on the issues.  

Ms. O’Connell also briefed Commission members on the ADWR Ad Hoc Recovery Planning Group of which the AWBA is a participant.  This group is continuing to go through a list of questions submitted by the stakeholders and trying to establish who is responsible for addressing each issue.  Ms. O’Connell noted that, to the extent the Credit Distribution Group can resolve some of these issues, it will be doing so.  She described the meetings as being very helpful in understanding stakeholder concerns.  The next Ad Hoc Recovery meeting is scheduled for September 26th.

Finally, Ms. O’Connell explained that stakeholders have expressed concern that the three agencies are not consistent when talking about shortages.  To address this issue, the three agencies have also been meeting to establish a baseline model for evaluating shortages on the Colorado River and the impacts on CAP and on-river water users.  Once a baseline is agreed upon, each agency could still develop model runs different from the base so long as the differences in the assumptions used are documented.  This group is scheduled to meet again on October 17th.

Ms. George asked that before things get too far down the road, the AWBA should hold a study session specifically addressing modeling assumptions and legal advice between the AWBA and ADWR so members of the AWBA can provide appropriate guidance.

Terri Sue C. Rossi provided a refresher tour of the new delivery data function on the AWBA’s website.  She showed members how to locate and query the data.  Ms. Rossi indicated that all the data has been checked and should be accurate going back to 1997.  She added the link is now fully functional and accessible to everyone.

Regarding the Fourth Management Plan, Ms. O’Connell explained that at the end of last year, ADWR started a process of streamlining the narrative in the Third Management Plan by having less information regarding the historical development.  This condensed version will then serve as the jumping off point for the Fourth Management Plan.  ADWR is meeting with its Groundwater User Advisory Councils (GUACs) for stakeholder input.  ADWR has also asked AWBA staff to update the sections of the Third Management Plan applicable to the AWBA and to provide some suggestions on how the AWBA could potentially assist ADWR in meeting the water management goals of the AMAs where the AWBA operates.

John Mawhinney commented that one of the statutory functions of the AWBA is to promote the achievement of the goals established in the Groundwater Code.  He stated that the AWBA had not done a lot in that area.  Mr. Mawhinney suggested this was an opportunity to come up with unique ideas to put more emphasis on this objective.  Chairman Fabritz-Whitney and Ms. O’Connell agreed with Mr. Mawhinney and committed to participate in the development of the Fourth Management Plan to that end.

Interstate Water Banking
Ms. O’Connell briefed the Commission on AWBA discussions with the Southern Nevada Water Authority (SNWA) regarding the Interstate Water Banking Agreement.  She indicated that CAP has also participated in these discussions.  AWBA staff last met with SNWA and CAP on August 9th.  The parties discussed the possibility of storing a portion of Nevada’s unused apportionment over the next few years.  SNWA informed AWBA staff that they do not have additional funding for storage at this time because they are focused on completion of the third intake, which is estimated to be completed in 2014.  As such, the parties discussed the potential of amending the overall agreement specific to the payment schedule, the amounts and the repayment of the loan.

During the meeting, SNWA its desire to remain committed to accruing the full 1.25 million acre-feet of credits, but would like Arizona to consider alternative ways the obligation could be structured.  Tim Henley added that there is a timing issue in the current Amended Agreement in that SNWA will begin $23 million payments in 2014 and ending in 2024.  The money loaned, however, needs to be repaid by June of 2018 making it difficult for Nevada to meet this repayment requirement.  Staff recommended that any modifications to the agreement be addressed by amending the agreement rather than through another letter agreement.  The next meeting is on September 24th.

Ms. O’Connell reminded the Commission about the arrangement to indirectly provide a loan to pay for the cost of storing water on behalf of Nevada to date using the $100 million paid by Nevada and deposited into the AWBA’s Nevada Resource subaccount.  SNWA is required to repay the water storage costs, plus interest that would have accrued on the $100 million absent the loan. She presented the interest schedule provided by the Arizona State Treasurer’s Office who tracks what this amount would have been.    Based on this adjustment, Nevada owes just over $90 million, which includes nearly $19 million in interest. 

Draft 2013 Annual Plan of Operation
Ms. O’Connell reported to the Commission that CAP staff estimates that approximately 114,000 acre-feet of water will be available to the AWBA instead of the 73,000 acre-feet indicated earlier.  This volume includes 1,000 acre-feet for the Southside Replenishment Bank.  Using this volume, AWBA staff met with recharge partners in the three AMAs and prepared its preliminary water delivery schedule for 2013.

Ms. O’Connell noted that circumstances have changed in the Pinal AMA.  Specifically, the Gila River Indian Community plans to store half the amount of water it stored the previous year with Pinal (i.e. CAIDD, Hohokam and MSIDD) recharge partners.  All three partners expressed interest in taking all available AWBA water and as such agreed to share equally (6,600 acre-feet per partner) the amount available.

Recharge partners in the Tucson AMA also agreed to take 29,000 acre-feet of AWBA water available.  Tucson Water agreed to take 12,000 acre-feet at SAVSRP.  CMID agreed to take 4,000 acre-feet.  Kai Farms agreed to take 2,000 and Metro agreed to take 1,000 acre-feet.  CAP agreed to take the remaining 10,000 acre-feet at Lower Santa Cruz.

In the Phoenix AMA, the only GSF operator partnering with the AWBA is the Queen Creek Irrigation District (QCID) who agreed to take 7,230 acre-feet of AWBA water.  The remaining water available to the Phoenix AMA will be stored by CAP primarily at Tonopah Desert Recharge Project but also a small amount at Superstition Mountains Recharge Project.  Table 2, distributed during the meeting, details the volumes of water to be stored by each recharge partner.

Ms. O’Connell presented the water and facility rates for 2013.  She noted CAP’s water delivery rate increased from $137 in 2012 to $144 per acre-foot.  The Interstate rate increased from $163 to $168 per acre-foot although no water will be stored for interstate in 2013.  GSF operator cost share rates went up by $1 per acre-foot.

Rates for recharge projects remained the same except for Tucson Water’s Clearwater Facility that increases each year according to the agreement between the AWBA and Tucson Water.  Ms. O’Connell pointed out, however, that Metro held its rate for the Avra Valley Recharge Project constant over 2012 levels even though its agreement with the AWBA would have allowed an increase. 

Finally, rates for the Southside Replenishment Bank increased from $122 per acre-foot to $144 per acre-foot.  Ms. O’Connell indicated that historically, the AWBA paid the federal rate, but that CAP had decided to charge the non-federal rate.  Chairman Fabritz-Whitney asked why this was the case.  Mr. McCann indicated that after looking at things more closely, CAP concluded the benefit of the Southside Replenishment Bank is really for the non-reservation customers, so the federal rate was not appropriate.  He indicated that the difference between the two rates is that the federal rate does not include the capital charge.

Ms. O’Connell presented the preliminary funding plan for 2013 Plan of Operation.  Overall, the Plan shows $140 million available with expected expenses of $16 million to deliver 114,000 acre-feet of water for 103,500 acre-feet of credits including the Southside Replenishment Bank.

Specifically, the funding plan shows $2.1 million in withdrawal fees fully used.  There is approximately $135 million in four-cent tax available.  The Plan of Operation anticipates $11.5 million to be used in 2013.  As in past years, there was no funding available from the State’s General Fund.  Another $1.5 million is available from the Shortage Reparations Fund and this money will be used in the Tucson AMA.

Given revisions to the CAP resolution regarding the four-cent tax levied by CAP, Val Danos, Arizona Municipal Water Users Association, asked if the funds collected be used for OM&R and capital or will funds all be used for water storage.  Mr. McCann explained that while the language has changed, the application of the money is the same.  He further explained that there is practically speaking no funding in the Tucson or Pinal AMA accounts.  There is a substantial amount in the Maricopa account.  The CAP Board has not yet made a decision about how to spend the Maricopa monies.

Mr. Mawhinney expressed concern about the AWBA not requesting a general fund appropriation from the Legislature.  He pointed out that $13.5 million was appropriated to support the state’s obligation under the Arizona Water Settlements Act of which $12.4 million was subsequently swept.  Mr. Mawhinney explained that this obligation has not gone away and other objectives need to be reached as well.  He recommended talking to one of the ex officio members and asking one or both of them to sponsor such a request.  Mr. Mawhinney also offered that the state is experiencing a $200 million surplus, so the timing may be good.

Ms. George agreed with Mr. Mawhinney.  Ms. Atkins asked if we could explain what we would do with the money.  Chairman Fabritz-Whitney cautioned that the AWBA is a commission appointed by the Governor and as such she would need to discuss the matter with the Governor.  There would also need to be an analysis of what we would do with the money, including what isn’t currently being done and if we’ve considered other options.  There was some discussion about what the Bank’s options would be if the Governor was not supportive of such a request.  Chairman Fabritz-Whitney also cautioned that the large amount of four-cent dollars, while not deposited in the Water Banking Fund, will undermine any attempts for general appropriations.  Mr. Mawhinney agreed with this point and suggested that the AWBA consider how to spend the money wisely but in a timely manner.  He also recalled that the accounts were structured to protect unused monies from future Legislative sweeps.

Ms. Atkins asked if we need to wait until the next Bank meeting to take any action. Chairman Fabritz-Whitney replied there would be no need for another meeting.  The Commission could direct staff to prepare a fact sheet and start talking to the Governor’s office and others.  Ms. O’Connell agreed to prepare a fact sheet as soon as possible and Chairman Fabritz-Whitney agreed to raise the issue with the Governor’s office.

Ms. O’Connell highlighted some of the high points on Table 7 that describes to what degree the AWBA’s goals and obligations are achieved.    Ms. Atkins moved to have staff present the draft 2013 Plan to the public in conjunction with the GUACs in the three AMAs where the Bank will be storing water.  Ms. George seconded Ms. Atkins’s motion, and the Commission directed staff to move forward.

Ms. O’Connell reminded Commission members that the delivery schedule is still subject to change until CAP’s 2013 schedule is set.  After the 2013 schedule settles, AWBA staff can post the plan and take comments.  A Final Draft of the 2013 Plan of Operation will be presented at the December Bank meeting.
Call to the Public

Val Danos of the Arizona Municipal Water Users asked what the three agencies agreed to regarding modeling assumptions.  Ms. O’Connell responded saying no agreements have been made.  The three agencies have just started meeting on the topic.

Chairman Fabritz-Whitney announced the next AWBA meeting is scheduled for Wednesday, December 19, 2012 and the meeting adjourned at 11:05 a.m.

Executive Session
Executive Session convened at 11:15 a.m. and ended at 11:35 a.m.

Reconvene in Open Session
Chairman Fabritz-Whitney reconvened the Open Session of the AWBA at noon.  Commissioner Mawhinney was not available when the Open Session was reconvened. She indicated there was no consideration of action related to items discussed in Executive Session.  Mr. Brown moved to adjourn Open Session.  Ms. Atkins seconded his motion.

The meeting was adjourned at 12:01 p.m.
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