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Summary of AWBA Meeting

June 16, 2004
Arizona Department of Water Resources
_______________________________________________________________________

Welcome/Opening Remarks

Senator Herb Guenther welcomed the attendees.  All members of the Authority were present except for George Renner.

Approval of Minutes of March 25, 2004 AWBA Meeting 

The Authority approved the minutes of the March 25, 2004 meeting.  

Water Banking Staff Activities 

Tim Henley reviewed water deliveries and stated that deliveries continue to be slightly below projected.  He is working with CAP to fully use water and facility capacity early in the year in case additional water or capacity becomes available toward the end of the year.

Mr. Henley provided the Authority with an update regarding the current status of actions necessary to permit Arizona to intentionally forbear taking surpluses.  He stated that Metropolitan Water District of Southern California had rejected Arizona’s current offer but that they would likely not take surpluses in 2004 anyway.  He also noted that this didn’t mean that California was not interested in interstate water banking.  There was a question about storage done to date for California and Mr. Henley replied that none had been done by the AWBA and that the agreements to do so have not yet been negotiated.  All credits held by California were stored pursuant to the demonstration project between California and the CAP.  Mr. Henley reviewed that process by which those credits would be recovered.  There was a question regarding the surplus declaration for the Colorado River.  Mr. Henley stated that 2004 was declared a limited surplus based on reservoir levels but neither Nevada nor California projected using surplus water.  For 2005, the Annual Operating Plan discussions are taking place but no declaration has been made yet.  Again, the perception is that if a surplus is declared in 2005, neither Nevada nor California would utilize surplus water.

Mr. Henley informed the Authority that the 2004 Plan of Operation included some additional storage at the Hohokam Irrigation and Drainage District (HIDD) for which HIDD paid additional money in their cost share.  This was done because the district needed additional water and could pay more for it.  Currently, HIDD is contemplating a deal with Pinal County Water Augmentation Authority that would transfer that additional water from the AWBA to them.  The Augmentation Authority would use credits that they accrued for municipal entities in Pinal County.

Mr. Henley briefly noted that there has not been much action taken with regard to the Indian Firming Technical Committee.  Action will continue taking place on a schedule compatible with the federal legislation.

Discussion Regarding Water Management Objectives for the Tucson and Phoenix Active Management Areas

The Authority had previously questioned whether or not firming of M&I supplies could be considered a water management objective, thus permitting utilization of credits accrued with withdrawal fees for firming.  At the last AWBA meeting Mr. Henley had informed the Authority that it was not prohibited.  To that end, the Phoenix GUAC has discussed the issue in an introductory/informational manner.  It will be discussed further at the next GUAC meeting.  In Tucson, the issue has been taken to the IPAG and it seems that there is consensus regarding the benefit of using withdrawal fees for firming.  However, there is not consensus regarding the facilities to be utilized.  It is anticipated that there will be additional information and guidance from ADWR at the next AWBA meeting.

There was a question regarding whether the Pinal GUAC had discussed using some of the withdrawal fees for their 15,000 acre foot obligation under the Gila River settlement.  Mr. Henley stated that there had been none that he was aware of, but that there wouldn’t need to be because that use is statutorily authorized.

Discussion Regarding Ten-Year Plan 2005-2014

Mr. Henley reviewed the statutory requirement for inclusion of the ten year plan in the annual report and stated that it is a requirement but likely not critical at this time as other banking activities have not been occurring.   He identified key components of this ten year plan:  (1) includes a less aggressive demand schedule for the CAGRD replenishment reserve; (2) includes decreased availability of incentive recharge water based on current CAWCD discussions; (3) AWBA’s activities become money constrained in the near future, not water or facility capacity; (4) includes a component for interstate water banking for Nevada; and (5) does not include recovery component because no impacts to M&I predicted within the planning period.

Discussion regarding the plan is summarized below.

1.   Comment regarding timeframe for development and distribution of the ten year plan leaving insufficient time for response.  Might be helpful to survey the AWBA’s constituency to determine if adequate time was available.

2.   Comment regarding stronger language regarding recovery and planning for recovery.   The Authority requested that staff strengthen the language regarding recovery and begin coordinating with CAP staff regarding recovery.  Mr. Henley stated that staff would work on drafting a letter to CAP regarding instituting a more formal recovery process.

2003 Annual Report

Gerry Wildeman reviewed the 2003 Annual Report, informed the Authority that comments received had been incorporated, and noted that the interstate water banking credits would be changed to 111,098 acre feet.  The Authority requested that staff develop a table that identifies credits by potential use and identifies how close the AWBA is towards meeting goals associated with use of credits.  There was also a question regarding why average annual cost to obtain a credit is increasing at the rate it is.  Mr. Henley stated that it is due to rising water costs and increased storage at underground savings facilities. A motion was made that the Authority approve the Annual Report and Ten Year Plan with changes discussed in the meeting and transmit it to the required entities.  The motion was adopted. 

FY 2005 Operating Budget

Mr. Henley reviewed the budget and noted that for 2005 there is the cover sheet and summary sheets that provide more detailed information.  He informed the Authority that preparing this 2005 budget presented some challenges as CAP began retaining the 4¢ ad valorem tax revenues in June of 2003 and the legislature approved a $9 million transfer from the AWBA fund.  The end result is that carryover from previous years will essentially be eliminated in FY 2005 resulting in what looks like deficit budget.  However, the CAP has agreed to utilize the retained tax revenues to offset O&M costs to the AWBA leading to reduced water costs for AWBA water.  Mr. Henley stated that he was unsure of the best way to illustrate this and presented it in this manner to obtain input from the Authority.  Maureen George stated that she felt uncomfortable adopting a deficit budget and also wanted to make sure that CAP gave the AWBA the discount before water was recharged.  Mr. Henley stated that would be taken care of in conjunction with the 2005 Annual Plan of Operation.  Chuck Cahoy also expressed discomfort at the Authority adopting a deficit budget.  Mr. Henley stated that he would re-do the FY 2005 water delivery budget but requested that the Authority approve the administrative budget in the current form.  This would allow salaries, etc. to be paid until such time as the water budget was adopted.  There was a comment from the audience that the Authority may want to consider hiring a consultant to assist in preparing the budget.  A motion was made to approve the administrative budget as presented and to schedule a special meeting to approve an amended water delivery budget at a later date.  The motion was adopted.  

Status of Current On-River Firming Discussions 

Mr. Henley noted that these discussions have continued as the question of the security of credits accrued through expenditure of general fund appropriations is uncertain.  The Authority passed a resolution in the past that identified priorities of use for the general fund credits.  Mr. Henley described one process by which the credits could be held in reserve for on-river firming.  Specifically, the process would:  (1) require a three party agreement between the AWBA, the CAP and one of more on-river entities; (2) require that CAP agree to accept shortages for the on-river users; (3) require on-river entities pay some fee because the credits must be replaced and it is anticipated that a revolving fund would be created; (4) CAWCD would ask the AWBA to transfer the appropriate number of credits to them; and (5) the AWBA would agree to transfer the credits.  Ms. George stated that the goal of the river communities is to be at the same place as everyone else with regard to firming, to establish the revolving fund, and to provide some protection for the credits.  Mr. Cahoy stated that he thought this issue should be briefed and discussed at the next AWBA meeting.  Mr. Henley replied that there would be a status update at the September meeting with possible approval of an agreement at the December meeting.  Senator Guenther stated that he would like to see action on this issue before the end of the year and directed staff to continue the process of identifying options and potentially developing the necessary agreements.

Call to the Public

There was no additional public comment.  The meeting concluded at 12:10 p.m.

� Please note that these are not formal minutes but a summary of discussion and action of the meeting.  Official minutes are prepared prior to the next Authority meeting and are approved at that meeting.





