ARIZONA WATER BANKING AUTHORITY
Final Minutes

June 19, 2002
Arizona Department of Water Resources

Welcome/Opening Remarks

Richard Walden and Sen. Ken Bennett were absent from the
meeting. George Renner was present via telephone for a portion of
the meeting.

Minutes
The Authority approved the minutes from the March 20, 2002
meeting.

Discussion and Approval of Amended 2002 Annual Plan of Operation

Tim Henley, manager of the Authority, provided the Authority with information regarding the
current situation in Pinal County in light of the loss of general fund appropriations. On the basis
of the existing 2002 Annual Plan of Operation (Plan), the Authority had projected a certain level
of deliveries and the irrigation districts have utilized their other water sources on the assumption
of those projections. However, with the lost general fund appropriation, the Authority will not be
able to meet the 2002 projected deliveries and will fully utilize all of the funds available in Pinal
County; additional funds will not be available until approximately May of 2003. Further, under the
current dry weather conditions, the irrigation districts would like to take more water from the
Authority to help meet increased irrigation demands. In previous years, the Authority would have
been able to provide this additional water.

Mr. Henley stated that delivery of additional water typically doesn’t warrant an amendment of the
Plan. However, an amendment of the Plan is necessary this year because there are not
sufficient funds available to pay for the planned deliveries for the rest of the year. Inclusion of
an interstate water banking component would be needed even to meet the planned Pinal County
deliveries. Mr. Henley stated that staff recommend that the Authority commit to new schedules
for the irrigation districts to accommodate the increased need for water and enter into an
agreement with Nevada that would fund the water deliveries, thus reserving about $350,000 of
Pinal County funds for use in 2003.

The draft agreement that would allow this to occur absent the full complement of interstate water
banking agreements required by federal rule was included in the handouts. Mr. Henley noted
the following specifics regarding the draft agreement:

1. The volume listed in the agreement was 20,000 acre feet but the amount was planned
to increase to 40,000 acre feet to allow some carry-over of funds into 2003.

2. The water delivery rate was only an estimate because the CAWCD Board would be
evaluating a revised interstate water delivery rate at their meeting scheduled for the next day.
The funds due would be paid in a single payment with provision for reconciliation. In the
reconciliation process changes would be made to the number of credits but funds would not
be returned.

3. There is nothing in the agreement that provides for making the water available to Nevada.
If the Agreement for Development of Intentionally Created Unused Apportionment (ADICUA)
is not executed, Nevada could ask for their money back. This puts Nevada at some risk.
4. Rain late in the year could decrease the need of the irrigation districts. In that case,
Nevada’s funds could be carried over for the future.
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Mr. Renner asked that Mr. Henley reiterate the “at risk” statement regarding the absence of the
ADICUA and the water staying in Arizona. Mr. Henley replied that the water is similar to the
50,000 acre feet of credits that were previously stored by CAWCD. Mr. Renner asked if the
agreement spelled out repayment terms if the ADICUA is never executed. Mr. Henley replied
that it is not spelled out but repayment can be done at Nevada’s request. He stated that what
is spelled out in the agreement is that Arizona would use it's best efforts to obtain the money from
CAP. Representative Mike Gleason questioned whether Nevada was interested in entering into
this deal. Kay Brothers, Deputy General Manager of Engineering/Operations for the Southern
Nevada Water Authority (SNWA) said that they were. Paul Orme, legal counsel for two Pinal
AMA irrigation districts, stated that the districts supported staff's recommendation. A motion was
made and adopted to authorize amendment of the 2002 Plan to include interstate water banking
and increase deliveries to the Pinal irrigation districts. Bill Chase questioned whether the motion
included providing for $350,000 of carry-over for 2003 and offering 40,000 acre feet of storage
to Nevada. Mr. Henley affirmed that it did. The Authority also approved the form of the
agreement needed to include interstate water banking in the 2002 Plan.

Update on Status of Interstate Agreements

Mr. Henley informed the Authority that the Bureau of Reclamation (Bureau) had completed their
environmental compliance process and was ready to sign the Storage and Interstate Release
Agreement (SIRA). Dale Ensminger of the Bureau stated that the Finding of No Significant
Impact had not yet been signed but the reason was merely that Bob Johnson had been out of
the office. Jim Davenport of the Colorado River Commission of Nevada (CRCN) informed the
Authority that approval of the SIRA was on the agenda for their next meeting and that the CRCN
was ready to sign the SIRA. Ms. Brothers stated that the SIRA was on the SNWA's agenda and
that she anticipated it being approved and signed the following day.

Mr. Renner stated that he would like to calendar this item for a workshop at a later time. He
would like to hear more from the Bureau about the environmental process they completed and
re-visit Nevada’s long-term plan for replacing interstate banking water in the future. The Authority
agreed with Mr. Renner and Joseph C. Smith stated that a workshop would be scheduled in the
near future at the member’s convenience. Mr. Henley stated that approval of the SIRA was not
an action item on this agenda because the Authority bears the burden of action under the SIRA
and that action cannot be completed absent the ADICUA. Therefore, he did not feel comfortable
with approval of the SIRA until the ADICUA was better developed.

Water Banking Staff Activities

Mr. Henley reviewed the current deliveries and stated that they are pretty much on schedule with
projected with deliveries. Deliveries were slightly below projected in the Phoenix AMA and above
projected in the other two AMAs. Due to capacity constraints, the CAP will be curtailing deliveries
to the Lower Santa Cruz Recharge Project and the Pima Mine Road Recharge Project in June
and July. Larry Dozier of CAP stated that the curtailments should only be intermittent in those
two months.

Mr. Henley informed the Authority that increased partner utilization of GRUSP may decrease the
Authority’s ability to store there over the next couple of years. However, in the current 10 year
plan, an annual average of 50,000 acre feet was used. Finally, he reviewed the progress being
made on the agreements that expired in December 31, 2001 and stated that they should all be
executed in the very near future.



2001 Annual Report

Mr. Henley briefly reviewed the report and stated that new tables were provided to the Authority
reflecting changes made to the tables in the draft they received the previous week. Mr. Chase
noted that the interstate storage would increase from 20,000 acre feet to 40,000 acre feet and
that table 6 showed more water available than stored from 2003-2009. r. Henley replied that he
is being a bit more conservative in the estimates he’s using. Mr. Chase reiterated that, while the
Authority is statutorily limited to 200,000 acre feet per year for interstate storage, he felt that if
water is available, it should be used for interstate purposes. There was a question regarding the
text statement that said the 400,000 acre foot agricultural pool was utilized but a larger
agricultural demand was used in Appendix B. Mr. Henley replied that the demand included
groundwater savings facility deliveries in addition to the agricultural pool. Tom Giriffin stated that
he would like to see mention of the resolution approved by the Authority in 2002 added to the
“Update” section of the report. Mr. Henley stated that it wasn’t included because it occurred in
2002, however, it would be added per this request. A motion was made that the Authority
approve the report with the changes discussed and transmit the report to the required entities.
The motion was adopted.

Fiscal Year 2003 Operating Budget

Mr. Henley reviewed the budget stating that for 2003 there was a summary sheet and back-up
sheets with additional information. The numbers are an average between 2002 and 2003
because the Authority operates on a calendar year for water deliveries, etc. The actual 2002
budget was less than anticipated because water deliveries were less than projected and staff did
not get raises. The 2003 budget is higher in the administrative area because there is a new staff
member and $60,000 was included for outside services as the Authority may need to use the
services of Mike Pearce (currently of Fennemore Craig) in the process of developing the last
interstate water banking agreement. Mr. Chase questioned why the administrative budget
dropped in 2004 and Mr. Henley said that outside services were not included in that budget
projection. Th Authority approved the fiscal year 2003 operating budget.

Discussion and Approval of Agreements

Mr. Henley briefly introduced the groundwater savings facility (GSF) agreements and noted that:
(1) staff met with the irrigation districts in developing the agreements; (2) there is inclusion of a
recovery component in the agreements and; (3) the agreements are now only between the
Authority and the irrigation districts. Mr. Henley also noted that a slight change would be made
to the agreements to recognize a comment made by the Tonopah Irrigation District regarding
who bears recovery costs. Specifically, language would be included in two locations to affirm that
the recovery agent bears all recovery costs. The Authority approved the form of the GSF
agreements with any minor or technical changes.

Mr. Henley next briefly reviewed the agreements between the Authority and the CAP. The
intergovernmental agreement addresses primarily administrative issues and not water delivery;
CAP is paid a flat $10,000 annual fee for administrative services. The excess water contract
defines the rights and obligations of the Authority to use excess water. The master water storage
agreement is a blanket agreement that covers Authority storage at all CAP operated facilities.
Mr. Henley informed the Authority that the CAWCD board would be discussing approval of the
agreements at their meeting the next day. The Authority approved all three agreements.



Update on Status of Interstate Agreements

Mr. Henley desired further discussion on one interstate issue. He introduced the agreement
between the SNWA and the Metropolitan Water District of Southern California that defines the
priority for interstate water banking between the two entities and gives SNWA the first right of
refusal. Ms. Brothers stated that signed copies of the agreement are now available.

Call to the Public

Mr. Dozier requested that the SIRA/ADICUA workshop be coordinated with CAP staff because
they are working on a similar process. Mr. Chase stated that he is very anxious that it be done
in a timely manner. Mr. Henley stated that the key is the ADICUA. Before a meaningful
workshop can be held, he felt that a good draft of the ADICUA was needed. Mr. Dozier stated
that the next CAWCD board meeting was early August and that would be a good time frame.

Tom Harbour, hydrologist for CAP, noted an error in the 2003 budget regarding volume of
storage at the Avra Valley Recharge Project.

Harold Goodman, City of Glendale, requested that the Authority determine whether credits could
be available to firm shorted SRP supplies.

The next AWBA meeting is scheduled for Wednesday, September 18, 2002.

The meeting concluded at 11:15 a.m.
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