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Arizona Department of Water Resources


Welcome/Opening Remarks

Chairman Herb Guenther welcomed the attendees and recognized Gayle Burns, a newly elected board member to the Central Arizona Water Conservation District (CAWCD).  All members of the Authority were present except for ex-officio member Representative Lucy Mason.  Chairman Guenther announced that Vice-chairman William Perry would be leaving the Commission and he thanked him for his service on the Commission and his many contributions to water management in Arizona.

Approval of Minutes of September 20, 2006 Meeting 

John Mawhinney requested a follow-up on the AWBA’s request for $1 million appropriation from the legislature: a topic of discussion at the September 20, 2007 AWBA meeting. He noted that this money would be the only funding available for use outside the AMA and County service areas.  Tim Henley responded that historically AWBA’s request was included as part of ADWR’s budget request.  Staff had discussed the issue of a separate request with the Office of Strategic Planning & Budget (OSPB) and was informed that it was too late in the process for this year’s budget.  However, the OSPB described a process for submitting a separate request in the future.  Mr. Henley noted that the AWBA could request separate funding through the Governor’s Office. 

The Authority approved the minutes of the September 20, 2006 meeting as written. 

Water Banking Staff Activities 

Virginia O’Connell reviewed water deliveries and stated that even though intrastate deliveries were somewhat less than projected under the amended plan, due to monsoon precipitation and facility maintenance, deliveries overall were still higher than those projected in the original plan.  Interstate deliveries were on target even though some deliveries scheduled for the Tucson AMA had decreased.  These deliveries were instead delivered to the Pinal AMA where additional capacity became available.  Mr. Henley commented that the AWBA was utilizing all of its available capacity and pointed out that because of the AWBA’s activities, Arizona would be diverting its full allotment of 2.8 million acre-feet.  

Kim Mitchell provided an update on the website redesign and noted that the web design staff had completed all of her requested organizational changes as well as the template for the new homepage.  They were now in the process of migrating the existing files to the new site.  Tom Buschatzke asked if all draft documents could be posted on the webpage prior to the meeting and be made available to the public as meeting handouts. Ms. Mitchell responded that draft documents could be posted provided the time was sufficient, but cautioned against posting sensitive documents until Authority members had an opportunity to review them.  Mr. Henley commented that all of the documents for today’s meeting were included in the public handout and noted that this was common practice.

Ms. Mitchell noted that staff filed an application with AWDR to renew its water storage permit at the Tonopah Irrigation District GSF located in the Phoenix AMA. The maximum annual storage volume for this GSF is 15,000 acre-feet.

With regard to other staff activities, Ms. Mitchell noted that the AWBA had an exhibit on display at the Colorado River Water Users Association held in Las Vegas, Nevada the previous week.  The exhibit, “Arizona-Living the Vision through Planning, Partnering and Performing”, focused on three areas of Arizona’s resources; the Groundwater Management Act, recharge, and reuse.  The exhibit was done in conjunction with ADWR, Central Arizona Project, Arizona Municipal Water Users Association, and the Salt River Project.  

Ms. Mitchell reminded the Authority that the AWBA was required by statute to submit information to the Joint Legislative Budget Committee (JLBC) outlining expenditure plans for the $13.5 million received from the legislature this fall.  That information, upon approval by Authority members, was submitted to the JLBC by letter prior to the November 30th deadline.  Mr. Mawhinney asked if the Legislature had placed any restrictions on use of these funds.  Ms. Mitchell and Gregg Houtz responded that the legislation did not specify any other limitations other than the funds be used to meet the State’s firming obligation.  Mr. Mawhinney questioned the possibility of using the funds for other banking purposes now in order to take advantage of lower water costs and repay the account at a later date.  He added that if this were not the case, perhaps the legislation could be re-written.  Chairman Guenther agreed it would be a good opportunity for the AWBA.  Mr. Mawhinney also inquired if the interest on the funds could be utilized for other AWBA purposes.  Mr. Henley commented that he was not certain if there were limitations on use of the interest.  Mr. Perry pointed out that future water costs would likely be decreasing.  Larry Dozier (CAWCD) explained that the cost of water was a function of energy costs, which had been higher the past few years due to market demand.  However, CAWCD anticipates its energy costs to decrease in the future because of the potential ability to use less expensive energy generated at the Navajo Generating plant. CAWCD is currently negotiating a contract for future energy costs.

Mr. Henley provided an update on the Arizona Water Settlements Act (Act) firming efforts.  He reminded the Authority that the Legislature recognized the AWBA as the agent for meeting the State’s firming obligation and had appropriated $13.5 million to the AWBA specifically for that purpose.  These funds have been deposited into a sub-account held by the Authority at the State Treasurers Office (STO).  Mr. Henley explained that two goals must be accomplished prior to the Enforceability date of the Act: 1) an agreement must be executed with the Secretary of the Interior (Secretary) that identifies the obligations, and 2) the State and Federal governments must develop a plan that describes the method for meeting the obligations.  He noted that staff has had discussions with the Bureau of Reclamation (Reclamation) and the Bureau of Indian Affairs (BIA) and he anticipated that an agreement would be reached soon.  A draft agreement could be prepared for the March meeting with a final agreement presented as an action item for the September meeting.  

Staff had also met with the Gila River Indian Community (GRIC) to discuss options for meeting this portion of the State’s responsibility.  These options included: 1) the traditional method of storing water and earning long-term storage credits (credits), 2) the direct delivery of water prior to 2010, before water deliveries to the GRIC are subsidized by the Federal government (since this would be a benefit to the GRIC, a cap could be placed on the total obligation), and 3) the GRIC could enter into a long-term lease, which the AWBA would firm as an M&I use.  Mr. Henley noted that the GRIC were not prepared to begin negotiations until the AWBA and the Secretary had an agreement.  

Mr. Henley discussed further that the cost for meeting the State’s overall obligation could vary depending on the outcome of the firming plan developed.  He presented two tables that identified how the firming obligation could be met using the traditional method of earning credits.  The first table illustrated that nearly half of the firming obligation could be met using only the $13.5 million.  The second table indicated that the firming goal could be met by 2016 if withdrawal fees were also utilized.  The cost estimate for this plan was approximately $30 million.  In either scenario, storage was limited to the Phoenix and Pinal AMAs.  Chairman Guenther asked if recovery was included in the estimated cost.  Mr. Henley replied that it only included the cost for storing water and that the cost associated with recovery would not be known until the firming plan was developed.  Mr. Mawhinney asked if the Legislature was aware that the $13.5 million was not sufficient for meeting the total costs.  Mr. Houtz replied that the Legislature authorized the use of withdrawal fees for this purpose.  Mr. Henley noted that the table showing the expenditure of the $13.5 million alone was included in the letter to the JLBC.   Mr. Mawhinney questioned if there would be competition from the Federal government for its portion of the firming obligation.  Mr. Henley responded that Reclamation could potentially be a competitor if they had the ability to store water under the incentive recharge rate.  Mr. Houtz noted that Reclamation had other means for meeting its obligation, such as currency, which the AWBA did not have.  Mr. Buschatzke inquired if the 550,000 acre-feet Indian firming target identified was consistent with the method used to determine M&I shortage sharing.  Mr. Henley responded that the same method was used to calculate each firming goal.  Chairman Guenther asked if there was a timeframe for obtaining an agreement with the GRIC.  Mr. Henley responded that a concept of the agreement could potentially be in place by September.  Mr. Houtz noted that an agreement with the GRIC did not need to be executed by the Enforceability date.

Public Meeting Law

Before beginning his review of the open meeting law (OML) requirements, Mr. Houtz introduced Rebecca Szafranski, a new attorney for ADWR.   He commented that the purpose of these discussions was to clarify the requirements of the OML so as to avoid potential violations.  A recent incident, which was reported to the Attorney General’s Office, was determined not to be a violation, as AWBA business was not conducted.  Mr. Houtz informed the Authority that public notice must be given 24 hours in advance of any meeting where a potential quorum (3 or more members) may exist and therefore asked that members notify staff of any meetings such as board meetings, sub-committee meetings, conferences etc., where a quorum may be present.  Mr. Houtz noted that discussions via teleconference or email were also subject to the OML requirements and requested that all responses to emails, including comments to documents sent via email, not be forwarded to all email recipients.   

CAWCD Status Report on Recovery Planning

Chuck Cullom (CAWCD) provided an update on the planning efforts for the recovery of credits accrued by the AWBA (handout of presentation provided).  He described the process for recovery of water for ICUA and firming purposes and provided an estimated recovery timeline for each category.  Mr. Cullom noted that recovery planning was occurring through the stakeholder process, but recent efforts focused primarily on recovery within Districts located in the Pinal AMA because of the request for ICUA in 2007 by California and the potential recovery for Nevada by 2010. Water storage on behalf of California as well as earlier storage on behalf of Nevada occurred in the Pinal AMA.  The next step was to prepare concepts for Priority 4 On-River firming and to assist the AWBA with Indian firming plans, as shortages for these obligations could potentially occur by 2016 (>15% probability). The final step was to prepare concepts for M&I firming in cooperation with CAP M&I customers.  Shortages for M&I customers are not expected until 2025.  Mr. Cullom stated that the stakeholder process would continue through March and that a draft plan for discussion would be available by April.  The final plan and recommendations would be presented at CAWCD’s June Board meeting.    

Mr. Mawhinney was concerned that a recovery plan for M&I users had not been prepared to date, especially since they did not have diversion capabilities as did California, Nevada, and On-River cities.  He emphasized the importance of recovery on AWBA planning efforts, including its effect on decisions by facility operators, and urged CAWCD to increase stakeholder activity in this matter.  Mr. Cullom commented that there had been initial discussions with M&I users and that he intended to have additional meetings to discuss recovery plans in greater detail.  Mr. Perry noted the CAWCD Board was aware of the importance of recovery and therefore had included it as part of its strategic plan.  Mr. Buschatzke agreed with Mr. Mawhinney’s points and added that the cities in the Phoenix AMA would consider using Maricopa ad valorem tax monies to store water in Tucson, since Tucson has more capacity than funding, but noted that this idea would not be entertained without a recovery plan in place.  Dennis Rule (Tucson Water) agreed and commented that any discussions regarding storage by Phoenix in Tucson should occur soon before opportunities are lost.  He added that Tucson Water’s facilities were designed for recharge and recovery and noted that they would not be willing to recover from outside the area of impact of these facilities.  Mr. Buschatzke also pointed out that when a shortage occurs it would likely continue for several years and inquired if the planning efforts considered the effect of prolonged pumping on the aquifers.  He emphasized the need for an integrated recovery plan and noted that Salt River Project (SRP) has indicated it would be willing to assist with recovery.  However, if a drought occurred on SRP & Colorado watersheds simultaneously, SRP wells may not be sufficient.  In response to Chairman Guenther’s question regarding expansion of the recovery planning, Mr. Cullom stated that the final recovery plan would include a list of recommendations for implementing the plan.  CAWCD was in the process of evaluating several options including: a recovery model for Tucson, analyzing SRP drought models and use of its wells, determining infrastructure needs, and identifying well siting for CAP facilities.  Some Authority members were agreeable to a timeframe of 2-3 years for a comprehensive plan under the shortage timeline described.  Chairman Guenther stated that the Authority would draft a letter to CAWCD encouraging acceleration of a recovery plan.  Mr. Mawhinney suggested expressing the Authority’s concerns at CAWCD’s June Board meeting.

Discussion and Potential Approval of ICUA Letter Agreement

Mr. Henley informed the Authority that the Metropolitan Water District of Southern California (Metropolitan) requested 15,000 acre-feet of Intentionally Created Unused Apportionment (ICUA) for 2007.  He noted that in the early 1990s, CAWCD stored 80,909 acre-feet of credits on behalf of Metropolitan pursuant to its Demonstration Agreement with Metropolitan.  The Storage and Interstate Release Agreement, the master agreement that allows for individual interstate agreements, identifies the AWBA as the entity that can release the credits for California.  Mr. Henley stated that the Letter Agreement between Metropolitan, CAWCD, and the AWBA (Letter Agreement) outlines the process by which ICUA would be made available to Metropolitan.  Maureen George had concerns that Arizona water users could be impacted if ICUA were developed in the same years that a shortage was declared, considering a recovery plan was not in place.  Mr. Houtz commented that ICUA is requested on an annual basis and would be subject to approval by the Authority through the AWBA’s Annual Plan of Operation.  Mr. Henley clarified that under the Demonstration Agreement, Metropolitan could not request ICUA during times of shortage.  The Authority authorized the Chairman to sign the Letter Agreement.

Discussion and Potential Approval of Shortage-Sharing Agreement

Chairman Guenther provided a summary of the Arizona-Nevada Shortage-Sharing Agreement (Agreement).  He noted that shortage-sharing between Arizona and Nevada would not be based on percentages, but rather on specific volumes triggered by three water elevation levels in Lake Mead.  Pursuant to the Agreement, AWBA will receive from Nevada $8 million within 60 days after the Secretary issues the Record of Decision (ROD), which is due by December 31, 2007.  The purpose of these funds is to assist Arizona in offsetting impacts from shortages that may occur during the Interim Period; the 25-year period beginning on the date the Secretary issues the ROD.  He noted that the Agreement gives the AWBA authority to utilize the funds to purchase and/or store water.  Chairman Guenther commented that staff would be meeting with the Indian and On-River Communities to discuss ways in which the funds could help offset potential shortages, as these entities would bear the greatest burden.  Ms. George asked if the funds were specific for offsetting impacts of the Nevada deal and questioned if the funds could be swept by the Legislature.  Mr. Houtz responded that the funds would be considered a gift to the AWBA.  Although difficult, the funds could be swept.  A motion was made to authorize Chairman Guenther to sign the Agreement upon signature by the other parties absent any substantive changes.  All members approved, except for Ms. George who opposed the motion. 

Potential New Water Storage Agreements

Mr. Henley noted that staff had met with two potential new partners.  West Maricopa Combine Water Company (WMC), Inc., a wholly owned subsidiary of Global Water Management, LLC, owns the WMC Managed USF, permitted for 25,000 acre-feet per year.  The cost for storage at this facility is estimated at $35 per acre-foot. Staff is planning another meeting to discuss a final draft agreement.  In addition, staff met with William Baker, the attorney representing the Harquahala Valley Irrigation District GSF, to finalize the draft agreement for storage at this facility.  The maximum storage at this GSF is 50,000 acre-feet per year. Mr. Henley anticipated presenting both draft agreements at the next AWBA meeting in March.  If approved, the AWBA Annual Plan of Operation Plan would be amended to include deliveries to either of these facilities.

Discussion and Approval of 2007 Annual Plan of Operation

Ms. Mitchell summarized AWBA activities for 2006 before reviewing the draft 2007 Plan of Operation (Plan).  She noted that in 2006, the AWBA stored approximately 365,000 acre-feet of water and commented that nearly 2.8 million acre-feet of water was stored to date, which is equivalent to Arizona’s allocation of Colorado River water.  Ms. Mitchell pointed out that CAWCD began operating its Tonopah Desert Recharge facility in January and the AWBA was able to utilize this facility to store approximately 116,300 acre-feet.  In addition, the AWBA entered into a new partnership with Gila River Indian Irrigation & Drainage District (GRIIDD) GSF in June and subsequently amended its 2006 Plan to identify deliveries to this facility.  

Ms. Mitchell noted that in 2007, planned deliveries total nearly 376,000 acre-feet, with 249,000 acre-feet for intrastate and 127,000 acre-feet for interstate.   Capacity would not be a limiting factor in the Phoenix AMA even though the AWBA was not partnering with certain facility operators.  She mentioned that the AWBA would once again be storing at the GRIIDD GSF, which is located in both the Phoenix and Pinal AMAs.  In the Tucson AMA, Tucson Water was fully utilizing its capacity at the Pima Mine Road (PMR) facility, thereby precluding the AWBA from storing at this facility.  However, Tucson Water increased the AWBA’s storage capacity at CAVSARP by 5,000 acre-feet to help recover its loss of capacity at PMR.  Interstate deliveries were planned primarily for the Pinal AMA, with minimal storage occurring in Tucson.  Ms. Mitchell stated that the 2007 Plan also includes a recovery component that addresses Metropolitan’s request for ICUA.  A schedule identifying monthly recovery amounts and location has been included in the Plan.  The total recovery volume is 16,804 acre-feet.  She continued her review by noting that water delivery rates for the AWBA decreased from $82/AF to $61/AF, however, interstate delivery rates increased by $10 to $210/AF.  The cost share paid by GSF operators increased by $1 to $31/AF and the interstate cost share remained the same at $26/AF.  The total cost of the Plan is $37.8 million of which approximately $24 million is for interstate banking.  

Ms. Mitchell informed the Authority that staff had presented the draft Plan at the GUAC meetings for the Phoenix, Pinal, and Tucson AMAs during October and November and had also posted the draft Plan on the AWBA web page for additional public comment.  In general, the public supported the plan and commented that the AWBA had been successful at balancing intra/interstate deliveries.  She noted that at each meeting, the public expressed the need for a comprehensive recovery plan and cooperative participation between all parties involved.  All comments were taken into consideration when developing the Plan.

There was a motion to adopt the 2007 Plan.  The motion carried.

Discussion and Approval of CY 2007 Water Delivery Budget

Ms. Mitchell outlined the Water Delivery Budget for the 2007 calendar year.  She identified available revenues, delivery and recharge rates, and planned expenditures.  All available withdrawal fees, estimated at $4.7 million for all three AMAs, will be expended, as well as the total remaining Maricopa County ad valorem tax funding of $3.6 million. There is no ad valorem tax funding available for Pinal and Pima Counties.  With regard to interstate funding, approximately $39.8 million, which is carryover from the initial $100 million, is available for 2007.  Of this amount, just under $24 million will be expended leaving $16 million for the following year.  Ms. Mitchell acknowledged a carryover of $13.5 million for 2008 of the funding available for meetings the State’s Indian firming requirements, as expenditure of these funds is not anticipated until after the Enforceability date.  The total AWBA budget for calendar year 2007 is just over $32 million.  A total of $5.8 million will be expended by CAWCD to offset the remaining delivery costs of the 2007 Plan.

There was a motion to adopt the 2007 Water Delivery Budget.  The motion carried.

$100 Million Pursuant to Amended Agreement for Interstate Banking

Ms. Mitchell provided an update on the $100 million “insurance” payment received from Nevada in 2005 pursuant to the Amended Agreement for Interstate Banking (Amended Agreement).  She noted that the Amended Agreement included a loan provision that allows the AWBA to store water on behalf of Nevada prior to receiving their annual payments of $23 million for 10 years beginning in 2009.  By the end of 2007, the AWBA will have loaned Nevada approximately $84 million and will have accrued an estimated 520,000 million acre-feet of credits, which represents nearly 43% of the AWBA’s 1.25 MAF obligation to Nevada.  Ms. Mitchell noted that staff had met with the STO to discuss interest accrual on the $100 million and were informed that this information could be provided in a year-end statement.  Chairman Guenther reminded the members that the intent of the $100 million was to protect Arizona water users from costs associated with the obligation.  He noted that a risk assessment was currently being conducted.  Mr. Mawhinney noted he had a prior engagement and excused himself from the meeting, but commented that he wanted to discuss this issue further. 

Call to the Public

Chairman Guenther briefed the Authority on the recent Seven Basin States meeting and noted that a forbearance agreement was the only item that was still needed.  The Secretary could potentially sign the ROD by the middle of the year.

Questions and comments made by the public are included in the above discussion.

The meeting adjourned at 12:35 p.m.
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