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Welcome/Opening Remarks

Senator Herb Guenther welcomed the attendees.  Chuck Cahoy was not present at the meeting.  Ex officio member Jake Flake was in attendance.

Approval of Minutes of March 16, 2005 AWBA Meeting
The Authority approved the minutes of the meeting with correction of two typographical errors noted by Chuck Cahoy.

Water Banking Staff Activities
Tim Henley reviewed water deliveries and stated that actual volumes are somewhat less than projected due to rainfall and cooler temperatures.  As usual, CAP staff will attempt to make up lost volume as much as possible.

Mr. Henley informed the Authority that the Indian Firming Study Commission (Commission) is moving forward and is at a point that they are identifying specific alternatives and attempting to put numbers with them.  He stated that the group has a fairly aggressive schedule to meet with respect to recommendations.  He also noted that the process is now a function of the Department of Water Resources and not the AWBA.  John Mawhinney asked if there was some clarity with respect to the state’s role and the AWBA’s role.  Mr. Henley noted that there were really no changes to the AWBA’s role except for the statutory obligations for the Southside replenishment.  Otherwise, the role of the AWBA really hasn’t changed.  The AWBA can still be utilized to support the state in meeting their obligations.  What has changed is the responsibility for preparing the report regarding recommendations for alternative actions. That responsibility is now with the Commission and not with the AWBA.

Mr. Henley provided an update on the status of the Sven Basin State’s discussions and noted that the current issue of focus is shortages and development of shortage criteria. He noted that the Secretary of the Interior did not call for a mid-year revision of the Annual Operating Plan and that releases to the Lower Basin remained at 8.23 million acre-feet.  These discussions tie into the AWBA’s activities because of the obligation to firm during times of shortage.  Herb Guenther noted that there currently is no consensus between the states with respect to river operations but that the states are trying to reach a point of mutual respect and understanding of other’s positions.  Mr. Mawhinney asked if there was an Upper Basin vs. Lower Basin position.  Senator Guenther noted that the Upper Basin position is really inequitable division of the Colorado River/Colorado River Compact issues.

With respect to legislative type activities, Mr. Henley noted that a major one dealt with the $100 million that would be received from Nevada upon request.  He stated that this issue would be discussed later under agenda item VIII.  Mr. Henley also noted that Mr. Cahoy had some issues with the determination reached by ADWR’s legal staff regarding the need for the AWBA to have a separate certificate of inclusion for the Multi-Species Conservation Plan.  He stated that staff would work with Mr. Cahoy and legal counsel to resolve the issues.  Mr. Mawhinney asked about progress being made with respect to recovery planning.  Mr. Henley replied that the issue had been given somewhat of a lower priority in late 2004 and early 2005 but it is anticipated that activities associated with the Agreement to Firm Future supplies will begin to force the issue. 

2004 Annual Report
Mr. Henley reviewed the statutory requirements with respect to the AWBA’s submittal of the Annual Report and reiterated that the report covers the activities for calendar year 2004.  He also noted that the annual report has included a ten-year plan pursuant to the 1999 revisions of the AWBA’s statutes.  The ten year plan included in the 2004 Annual Report is a little different from past plans due to the commitment to Nevada to have a total of 1.25 million acre feet of credits.  In this ten-year plan, development of Nevada credits was prioritized.  Additionally, this plan did not include a general fund appropriation and expended withdrawal fee revenues before 4¢ ad valorem tax revenues.  Mr. Mawhinney stated that he did not think the annual report identified the problems that may be encountered with meeting the M&I firming goal for Tucson and Pinal.  Mr. Henley stated that the ten-year plan indicated that if groundwater withdrawal fees are utilized, the goal would be met for Pinal.  Tucson would still be somewhat short of the goal through 2015.  A motion was made that the Authority approve the annual report and ten year plan with any minor changes and transmit it to the required entities. The motion was adopted.

Fiscal Year 2006 Administrative Budget
Mr. Henley reviewed the administrative budget and noted that there was a cover sheet and summary sheets that provide more detailed information.  For FY 2005, he noted that actual expenditures were less than budgeted under some categories.  He identified two reasons for this:  (1) Sandy Fabritz-Whitney’s time was charged to a new code due to her assuming a new position; and (2) the $50,000 included for outside consultant services for Indian firming was not utilized.  He noted that the FY 2006 budget is higher than the FY 2005 because of increased staffing costs.  He also noted that travel costs have increased due to inclusion of legal staff at meetings.  Mr. Henley concluded the discussion by reminding the Authority that administrative costs are paid out of the administrative account.  The money in that account comes from the interest earned on the other accounts.  He informed the Authority that based on the current balance and 

anticipated interest gains; the account will probably be able to pay administrative costs for another year.  After that time, the Authority will need to request money for administrative costs from CAP.  The 4¢ ad valorem tax being retained by the CAP has earned interest that may be used to pay administrative costs.

Discussion and Potential Approval of Amendments to Excess Water Contract

Mr. Henley reviewed the historical levelized billing process and noted that the contract had been amended at the previous meeting to authorize billing based on actual deliveries.  However, recently the AWBA recognized the benefit of pre-paying CAP for the interstate water banking portion to insure availability of funds for the Water Protection Fund.  Ryan Smith noted that the pre-payment would earn interest and that it could be requested to be returned with 15-day notice.  Maureen George questioned how much the pre-payment would be and what deliveries would be being paid for.  Mr. Henley replied that the pre-payment would be for deliveries projected in the 2005 Annual Plan of Operation (approximately $24.5 million) plus money owed for last year ($1.5 million).  The total request from Nevada would be $26 million from the $100 million.  Senator Jake Flake asked whether that money would be repaid.  Mr. Henley stated that it would be paid back from the Operating Account once deposits are made there beginning in 2009.  Mr. Mawhinney asked if this was for one year only.  Mr. Henley replied that the contract is permissive and allows this to happen but does not require it.  The amendments to the contract were approved and were on the CAWCD Board agenda for approval the following day.

Discussion Regarding Status of Agreement to Firm Future Supplies 

Ms. George requested that the record show the she would not be discussing this issue due to a conflict of interest and stated that she had also filed a letter regarding her conflict with respect to this issue.  Senator Guenther noted Ms. George’s actions.  Mr. Henley reviewed the pertinent components of the Agreement to Firm Future Supplies (Agreement to Firm) between the AWBA and the Mohave County Water Authority (MCWA).  The Agreement to Firm had two requirements:  (1) the MCWA must enter into subcontracts with entities that require the firming; and (2) the MCWA must enter into an exchange agreement.  He stated that the Authority members had been given a draft of the MCWA subcontract with Bullhead City developed pursuant to the first requirement.  He noted that the Authority is not taking action with respect to the subcontract but that the Authority is required to approve the subcontract pursuant to the Agreement to Firm.  Mr. Mawhinney asked about the status of entities that didn’t enter into subcontracts with MCWA.  Mr. Henley replied that they take their chances.  All entities in Mohave County had been offered the option to participate and some chose not to.  Mr. Smith noted that July 15, 2005 is the last day to amend Exhibit A of the Agreement to Firm to include additional participants.  Tom Griffin, chairman of the MCWA, addressed the Authority and informed them that MCWA had contacted every entity in Mohave County with a contract for Colorado River water for M&I use.  Lake Havasu City, Bullhead City, Mohave Water Conservation District and State Parks were the only entities that chose to participate.  Each of the participants have had funding approved by their city councils.  He stated that the exchange agreement is being worked on with CAP but that they may need to request an extension of that particular deadline.  He added that the MCWA still has some issues regarding recovery but anticipate those issues being addressed later on.  Senator Guenther noted that all of these issues tie into the seven Basin states discussions because these are the entities that will be impacted if a shortage is declared on the river. 

Interstate Water Banking

Mr. Henley stated that the final conclusion regarding options associated with the $100 million to be received from Nevada was that the money must be deposited with the State Treasurer’s Office (STO).  AWBA staff then met with STO staff and reviewed investment opportunities.  One potential option was investment in the Local Government Investment Pool (LGIP) however it was uncertain whether the AWBA had the authority to invest in the LGIP.  Senate Bill 1522 amended the AWBA statutes to permit investment in the LGIP and included language requiring the appropriation of any portion of the $100 million not needed to fulfill the contractual obligation.  Mr. Henley stated that it would be his recommendation that the AWBA request the $100 million from Nevada for investment in the LGIP.  This would meet the terms of the agreement and permit loaning of funds for interstate water banking to be completed before 2009.  William Perry questioned the time frame for getting the money after request.  Mr. Henley noted that Ken Albright from SNWA was in the audience.  Mr. Albright stated that the $100 million could be transferred by the end of the calendar year and the $26 million would likely only take a couple of weeks.  Mr. Mawhinney stated that it appeared to him that there were several issues:  (1) the interest to be earned by the invested money; (2) whether or not the AWBA should pre-pay the CAP; and (3) would the AWBA ask for the remaining $74 million.  He further stated that he was not concerned about the interest but was instead concerned about the principal and did not think that the language in S.B. 1522 provided any protection for the $100 million or remainder thereof.  Senator Guenther stated that he believed that the language regarding meeting the contractual obligation did provide protection.  Mr. Perry stated that he doesn’t think the money is in danger now but will be in danger at the back end.  Mr. Mawhinney suggested that development of policy may assist in forestalling appropriation of the money.  Senator Flake stated that, at least from his legislative perspective, the intention was always that the money would be used for water issues.

Call to the Public

Questions and comments made by the public are included in the above discussion under the agenda item in which they were made.  There was no additional public comment at this time.

The meeting concluded at 11:45 a.m.
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