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Welcome/Opening Remarks
Vice-Chairman Maureen George, chairing the meeting on behalf of Sandra Fabritz-Whitney, welcomed attendees. All Authority members were present except ex-officio members, Senator Gail Griffin and Speaker of the House Andy Tobin.  Chairman Sandra Fabritz-Whitney and John Mawhinney attended via teleconference.
Approval of Minutes

Vice-Chairman George requested motions to approve the minutes of the March 20, 2013 regular quarterly meeting of the AWBA and the minutes from the April 24, 2013 Special Meeting.  Mr. Neal moved to approve each set of minutes.  Mr. Hartdegen seconded each motion, and the Authority approved both sets of minutes.
Water Banking Staff Activities

Deliveries.   Ms. O’Connell, Manager of the AWBA, referring to the monthly delivery charts, explained that AWBA deliveries through May are nearly on target with about one-third of deliveries already met.  Deliveries to the Phoenix AMA are now expected to occur at the end of the year.  Storage issues are not anticipated.  In response to a question from Mr. Neal about where storage will occur in the Phoenix AMA, Ms. O’Connell replied:  6,000 acre-feet is scheduled for storage at Tonopah Desert Rechage Project (TDRP), 7,200 acre-feet at Queen Creek Irrigation District and 1,700 acre-feet at Superstition Mountains Recharge Project.
Interstate Water Banking.  Ms. O’Connell briefed the members on the Third Amended and Restated Interstate Water Banking Agreement between the AWBA, Southern Nevada Water Authority (SNWA) and the Colorado River Commission of Nevada (CRCN).She noted the AWBA approved the draft agreement at the March meeting, authorizing the Chairman to sign the agreement after it was approved and signed by the SNWA and CRCN. Both parties subsequently approved the agreement and it was fully executed on May 20th.  With that, Ms. O’Connell explained, the AWBA no longer has an obligation to accrue the 1.25 million acre-feet of credits.  However, the parties can still agree to store water on an annual basis, which could include Nevada’s unused apportionment.  Future arrangements would be on a pay as you go basis.
CAWCD 4¢ ad valorem tax.  Ms. O’Connell stated that at the May 2nd CAP Board meeting, the Board resolved to draw $45 million, from the 4¢ Water Storage Tax Fund, to replenish CAWCD’s strategic reserves. At that meeting, the Board was also given a presentation on the property tax rates for the upcoming year.  The discussion included options for depositing collections from the 4¢ Water Storage Tax into various funds held at CAP. In response, Ms. O’Connell sent a letter to CAP conveying the AWBA’s concerns about using the 4¢ Water Storage Tax as a way to address future financial shortfalls.  The letter also requested the Board’s water storage tax resolution include a provision recognizing that AWBA water storage is a part of CAP’s OM&R costs..
Ms. O’Connell noted she made similar comments at the Finance, Audit, and Power (FAP) Committee meeting also held in May. With regard to the resolution, she had pointed out that while there is an understanding today that AWBA storage is included in OM&R that might not be the case in the future.  She also requested that the language be kept general, because the AWBA is currently authorized to use the funds for things other than CAP M&I firming today and there might be other things the AWBA could use the funds for in the future that have not yet been identified. CAP staff, including legal staff, assured the FAP Committee that the language in the resolution was sufficient and that the addition was not needed since a paper trail had already been established that recognizes AWBA water storage as a part of CAP’s OM&R.  The FAP committee approved the resolution as is without making Ms. O’Connell’s requested changes.  The CAP Board subsequently adopted the resolution at the June meeting without the AWBA’s requested changes.
Vice-Chairman George asked whether CAWCD has maintained its sentiment on future use of the 4¢ tax as discussed at the AWBA’s April meeting.  Ms. O’Connell responded that CAWCD staff had indicated that they do not foresee additional use of the 4¢ tax monies, but could not commit to refrain from using the funds for other purposes because there are many unknowns associated with the Navajo Generating Station.  Some Commission members felt the AWBA should therefore make every effort to spend the unused 4¢ tax monies. Mr. Neal pointed out that CAP also raised its base ad valorem tax rate to 10¢, which represents an increase of over 60% to cover future energy cost increases.  He lauded CAWCD’s efforts saying CAWCD is collecting as much as it can under its taxing authority.
Commission members expressed concern that the CAWCD staff and Board have excluded any mention of the AWBA in the 4¢ tax resolution and feel that in doing so, it leaves the AWBA in a vulnerable position.  Chairman Fabritz-Whitney agreed indicating that while it would not give the AWBA a guarantee, it would give the AWBA more certainty. Commission members asked Chairman Fabritz-Whitney to meet with the CAWCD Board President and perhaps General Manager, David Modeer, to discuss the AWBA’s concerns.
Recovery Planning.  Ms. O’Connell provided the Commission with an update on the joint recovery planning process.  The group has made a lot of progress and is coming together on strategies for a Plan.  The group will continue to look to the Ad Hoc group for feedback.  Commission members asked about the time frame for completion so water could be stored in optimal locations for future recovery.  Ms. O’Connell explained that group will be meeting next week to discuss timing.  Vice-Chairman George asked Ms. O’Connell to inform members of the agreed upon time frame.
Update on Indian Settlements.  Tim Henley, consultant for the AWBA, gave the Authority members an update on Hualapai Tribe and Navajo Nation/Hopi Tribe settlements.  Regarding the Hualapai Tribe, he indicated that settlement negotiations are continuing and that firming is being discussed but within the limits of the Arizona Water Settlement Act.  It is unlikely the Tribe’s claims would be settled this year.
The Navajo Nation/Hopi Tribe settlement discussions have been discontinued.  Instead, the Navajo Nation decided to litigate the lawsuit it filed against the Secretary of Interior in 2003 in which they claim that DOI breached its fiduciary duty to the Nation by failing to determine the Nation’s rights to the waters of the Lower Colorado River.  The Nation is requesting the court hold unlawful and set aside certain operations of the Lower Colorado River, including interstate banking regulations and the Storage and Release Agreement, because the Secretary failed to consider the needs of the Nation and the Tribe for Colorado River water.  ADWR has intervened as a defendant in the lawsuit on behalf of the State of Arizona.  Other interveners include CAP and SRP, the Arizona Power Authority, Nevada, Metropolitan Water District of Southern California, Imperial Irrigation District and the Coachella Valley Water District.
2012 Annual Report
Vice-Chairman George asked Ms. O’Connell and Terri Sue Rossi, Technical Administrator for the AWBA, to present the 2012 Annual Report and Ten-Year Plan.

Annual Report.  Ms. O’Connell presented the Annual Report, the details of which are available in the Annual Report itself and the related PowerPoint presentation.  Highlights include:
· AWBA delivered 134,000 acre-feet for storage in 2012; 125,503 acre-feet of credits accrued (73,912 acre-feet in Phoenix AMA, 19,192 acre-feet in Pinal AMA, 32,399 acre-feet in Tucson AMA)
· Revenues collected were about $3.9 million; expenditures were $17.5 million including $13.6 million in 4¢ tax monies used to offset water delivery costs for storing water

· Cumulative credits accrued by AWBA to date are 3.8 million acre-feet of credits (3.2 million acre-feet for Arizona uses and 600,000 acre-feet for Nevada uses)
Ms. O’Connell also gave an overview of the 2013 Plan of Operation indicating that the total supplies available to the pool shared by the CAGRD, the federal government and the AWBA was around 61,371 acre-feet.  Of that volume, the AWBA Plan of Operation includes 51,546 acre-feet, 1,000 of which will be delivered to the Southside Replenishment Bank.  Ms. O’Connell noted that this volume is the smallest amount of water made available to the AWBA in its history. 
Mr. Mawhinney pointed out an error on page 12 indicating a $3 million contribution for the construction of the White Mountain Apache Tribe Rural Water System that should instead say $2 million.  Ms. O’Connell noted that it was a typographical error that had already been corrected. 
Mr. Neal asked if the $45 million transferred by CAWCD to CAP’s strategic reserve came out of the Maricopa4¢ tax fund.  Ms. O’Connell responded affirmatively.  He also asked about previous requests to have the AWBA’s funds audited, specifically the 4¢ tax.  Ms. O’Connell responded saying ADWR has a formal financial auditing process, but the AWBA does not hold the 4¢ tax monies, CAWCD does.  The audit would need to be conducted at CAP, and CAP has an annual financial auditing process.  There would be nothing to audit at the AWBA relative to these monies.  Ms. O’Connell added that AWBA and CAP staff have worked together as recently as last year to provided information to CAP board members on this topic, which included an accounting of all 4¢ tax monies collected, expended, the balance remaining and the credits accrued.
Mr. Mawhinney asked for clarification on the Indian settlement requirement to assist the federal government with its obligations and the credit accrual goals related to that line item.  Ms. O’Connell responded saying the AWBA obligation was to provide $3 million in cash or in-kind service to the federal government.  This was done by accruing an equivalent amount of credits.  She indicated that $2.3 million came from general fund appropriations, $600,000 came from withdrawal fees and a small amount was applied to the cost of services.  These credits, currently held in the AWBA long-term storage account, will not be transferred to the federal government until there is a firming obligation.
Regarding credits accrued for Nevada, Chairman Fabritz-Whitney asked if the AWBA staff had seen the letter sent to the Nevada Legislature by select members of the Arizona Senate and CAP Board Member Mark Lewis that supposedly suggested Arizona would keep the 600,000 acre-feet of credit accrued for Nevada.  She asked if there was any truth to this and if this issue had come up at the CAP Board meeting.  Ms. O’Connell responded saying that staff had not seen the letter and that she did not recall a discussion on the issue at the Board meeting.  She indicated she would look into the matter following the meeting.
Commission members also inquired if the AWBA would store Nevada’s unused apportionment in the future.  Ms. O’Connell responded that it would be a decision made by the AWBA Commission in that year.  If there was sufficient capacity and Arizona needs were met, then perhaps the AWBA Commission could store water for Nevada. Nevada would be responsible for paying for that storage.
Mr. Mawhinney asked about Ms. O’Connell’s statement that the AWBA Commission has taken no position on mandatory conservation.  He was uncomfortable with this language and instead described the situation as a discussion left open as opposed to the AWBA taking or not taking a position.  He suggested the AWBA re-examine the issue and either adopt a policy or put it to bed.  Ms. O’Connell explained that during those earlier conversations, the consensus was that there were other provisions already in place that addressed water conservation during drought conditions.  She added, however, that the Interagency Recovery Planning Work Group could take another look at the issue.

Mr. Mawhinney asked if the AWBA dedicates credits accrued using withdrawal fees for Indian firming and to the degree the AWBA loses access 4¢ tax monies, does that it take away from using the withdrawal fees credits to support other water management purposes.  Ms. O’Connell responded affirmatively.
Ten-Year Plan.  Terri Sue Rossi, AWBA, then presented the Ten-Year Plan, the details of which are available in the Annual Report itself and the related PowerPoint presentation.  Highlights include:

· Projected to store 690,000 acre-feet of water (60% of the water projected in 2011 plan) and expect to accrue 632,000 acre-feet of credits  
· 4¢ tax makes up 90% of funding available in Pima County and 40% of funding available in Pinal County; funds exhausted by 2018
· Absent appropriations, withdrawal fees will become primary source of funding for Indian firming; if obligations fully materialize, only 300,000 acre-feet of withdrawal fee credits would remain to address water management issues
· Initial volume for Southside Replenishment District fully subscribed 

· M&I firming goal met in Phoenix by 2020
· M&I firming goal in Pinal attainable with use of withdrawal fee credits

· Goal not attainable in Tucson even with use of withdrawal fees credits
· Region moving closer to shortage conditions, but probabilities and volumes are too low to assume a shortage during this planning period  
· If recovery triggered, Indian obligations are expected to be affected first followed closely by on-river obligations
· Some probability of surplus exists
Regarding probability of surplus, Tim Henley noted that Mr. Neal had asked staff to include a discussion on the probability of surplus conditions during the planning period. Model results indicate that the probability of a surplus could be as low as 5% and as high as 20%.  Mr. Henley proposed the following language be added to the Ten-Year Plan:


8.  Surplus Conditions

While the Ten-Year Plan assumes normal water supply conditions, model runs for this period do show that there is approximately a 20% probability that a surplus condition could exist in the later years. If a surplus year is determined, then the AWBA would attempt to store any available water.  Additional storage, over what is currently planned in the Ten-Year Plan for that year, could be limited based on funding, canal, and storage capacities available to the AWBA.

There were a number of comments on the Annual Report.  All changes were incorporated where applicable except for one that provides details about the probabilities of shortages by type of obligation.  CAWCD requested that this section be deleted out of concern that the numbers could conflict with later modeling runs used for recovery planning.  AWBA staff instead included a footnote that identifies the specific modeling analysis used in the plan for clarification.
Commission members discussed the impact of losing the 4¢ tax monies on the Ten-Year Plan results.  Staff responded indicating the plan assumes the tax sunset, so only the monies collected through the 2016 tax year are used in the Ten-Year Plan. Commission members also asked about how Arizona integrates its modeling efforts into the USBOR modeling efforts.  Deanna Ikeya, ADWR Colorado River Group, responded saying both organizations use the same model (i.e. Colorado River Simulation System or CRSS) but incorporate different assumptions.  The primary difference between the two sets of assumptions is that Arizona uses a different upper basin depletion schedule than the USBOR.

Commission members expressed concerns about whether the AWBA’s firming goals are still valid given current modeling results by the USBOR and ADWR.  Ms. O’Connell responded saying Tim Henley will study this issue during the next fiscal year.  A concern in particular was the timing of the study and the risk to the Maricopa 4¢ tax funds given that the Ten-Year Plan shows that Phoenix would exceed its firming goal.  Ms. O’Connell responded saying the AWBA does not have a policy to stop storing water when the goals are reached. As long as there is water, money and capacity available, the AWBA would continue to store water. The AWBA can store water to firm non-CAP supplies as well.  In response to a question on whether the modeling takes growth into consideration, staff pointed out that it did.  Vice-Chairman George asked for a progress report on the Arizona baseline modeling at the AWBA’s next quarterly meeting in September.
Commission members expressed frustration about just reporting on its problems and issues and not taking any action to resolve them.  Such issues included declining water availability, M&I firming gap in Tucson, declining pump tax revenues with the urbanization of agriculture, and 4¢ tax levy expiration.  Commission members concluded the AWBA needed to go in the direction of action items.  Vice-Chairman George proposed the conclusions section of the Ten-Year Plan be amended to include the development of an action plan.  As a part of that process, the AWBA would develop priorities with action items instead of just a list of issues facing the AWBA.  Vice-Chairman George distributed a list of action items she and Mr. Mawhinney prepared for the Authority’s consideration.  As money and water gets tighter, the AWBA needs to come with priorities and it needs to prepare an action plan to address the diminishing resources.

After discussing various issues and problems, two action items emerged for immediate attention:  purchasing long-term storage credits accrued by others and requesting a general fund appropriation for Indian firming.  Vice-Chairman George requested the stakeholders send any ideas in terms of priorities for the AWBA and/or action items to address diminishing water and financial resources to the AWBA staff.  Mr. Mawhinney asked if a special meeting is needed to go through these problems, issues and actions.
Vice-Chairman George asked for a motion to approve the 2012 Annual Report and Ten-Year Plan including the additional language regarding surplus conditions proposed by Mr. Henley and the language at end of the Ten-Year Plan identifying the development of an action plan over the next several months.  Mr. Hartdegen moved to approve the 2012 Annual Report and Ten-Year Plan including the amendment proposed by Mr. Henley and Vice-Chairman George’s amended language regarding an action plan.  Mr. Neal expressed concern about the timing saying staff should have until this time next year for the 2013 annual report.  The Authority agreed to modify Vice-Chairman George’s amendment consistent with Mr. Neal’s request and he seconded the motion.  The authority adopted the amended Annual Report and Ten-Year Plan.

Administrative Budget
Ms. O’Connell described the FY 2013 budget indicating that the amount budgeted was nearly $600,000 and the amount actually spent was $515,000.  For the FY 2014 budget, the AWBA projects expenditures of less than $490,000.  Commission members asked about amending the budget in September if the action items require additional work, or should the current budget reflect potential costs associated with these new action items.  The Commission suggested including a specific line item under Professional and Outside Services for the development and implementation of an action plan not to exceed $200,000.  Mr. Mawhinney moved to approve the budget amendment.  Mr. Hartdegen seconded the motion.  The Authority passed the amendment.
Mr. Neal moved to amend the operating expenses to provide an additional $2,400 for employee training bringing the total to $3,000.  Mr. Hartdegen seconded the motion and the Authority approved the motion.

Vice-Chairman George asked for a motion to approve of the FY 2014 budget with a $200,000 line item for developing and implementing action planning and an additional $2,400 for training.  Mr. Neal moved to approve the revised budget.  Mr. Hartdegen seconded the motion and the Authority approved the budget as amended.
Call to the Public

There were no public comments.

Vice-Chairman George announced the next AWBA meetings are scheduled for Wednesday, September 18, 2013 and Wednesday, December 18, 2013.  She noted that based on today’s discussion a special meeting could be scheduled between now and the September meeting.  Mr. Hartdegen moved to adjourn the meeting.  Mr. Neal provided the second and the motion carried.  
The meeting adjourned at 12:12 p.m.  
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