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Welcome/Opening Remarks

Chairman Herb Guenther welcomed the attendees and recognized Gayle Burns who had been designated by Susan Bitter Smith, President of the Central Arizona Water Conservation District (CAWCD) Board of Directors, to represent CAWCD on the Commission.  All members of the Authority were present except for ex-officio members, Representative Lucy Mason and Senator Jake Flake.  John Mawhinney attended via teleconference.

Approval of Minutes of March 21, 2007 Meeting 

The Authority approved the minutes of the March 21, 2007 meeting. 

Water Banking Staff Activities 

Virginia O’Connell reviewed water deliveries stating that intrastate deliveries were on target in the Pinal and Tucson Active Management Areas (AMAs) and slightly ahead of schedule in the Phoenix AMA.  Deliveries for interstate purposes were on target as well. She also reviewed the recovery schedule for developing Intentionally Created Unused Apportionment (ICUA) for the Metropolitan Water District of Southern California (Metropolitan).  Recovery was somewhat behind schedule however CAWCD does not anticipate any issues meeting the planned recovery schedule.

Kim Mitchell announced that the new website featuring the drop-down menus was now available to the public.  Visitors to the old site would automatically be redirected to the new site.   She noted that changes would be ongoing and welcomed feedback from Authority members.

Ms. Mitchell informed the Authority that ADWR issued a water storage permit to the AWBA for storage at the Southern Avra Valley Storage and Recovery Project (SAVSARP) located in the Tucson AMA.  The facility is permitted for 60,000 acre-feet per year and is expected to begin operating in January 2008.

Tim Henley noted that CAWCD had a Board of Directors meeting scheduled for the next day, June 21, 2007.  Action items of importance to the AWBA included fixing the ad valorem tax rate for fiscal year 2008 at 4¢ per $100 of assessed valuation and adopting a resolution for the use of these funds; either retaining or depositing them into the AWBA account according to statute.  He noted that Chairman Guenther gave a presentation at CAWCD’s May Board meeting that discussed the impacts to the AWBA if monies from the ad valorem tax collections were not available to the AWBA.  This would have a direct impact on firming efforts in the Pinal and Tucson AMAs, especially the latter because projections show that storage credits accrued utilizing both withdrawal fees and ad valorem tax are already needed to meet the firming obligation for Tucson.  Mr. Henley commented that the issue was not as critical in the Phoenix AMA however it would become more important as costs increase.  Tom Buschatzke asked if the AWBA needed to make a presentation at the Board meeting.  Mr. Henley responded that AWBA and CAWCD staff had been discussing the issue and that CAWCD staff was aware of its importance to the AWBA.  Mr. Mawhinney asked that staff examine the effects of a reduced rate as well.  Mr. Henley noted that staff had in fact evaluated various scenarios, including reduced rates.  The results showed that reduced tax rates would prolong the time needed to meet M&I firming obligations.  In addition, there could be added risk as storage continues into the future because of the potential decrease in supplies available to the AWBA.  Ms. Burns commented that CAWCD staff had recommended keeping the 4¢ tax rate.

Larry Dozier (CAWCD) gave a presentation on CAWCD’s Drought and Shortage Impact Analysis, which evaluated the likelihood of a shortage of Colorado River supplies for Arizona through 2026; the interim period in which the guidelines for River operations are in effect.  The analysis included scenarios for three different hydrologic assumptions for the Colorado River system and associated CAP diversions; average, bad, and worst case. The study showed that no shortages were anticipated under “average" conditions.  Under “bad” conditions, shortages could occur by 2011, although shortages would not exceed the first reduction level of 333,000 acre-feet.  Under the “worst case” scenario, shortages would be at the maximum level of reductions by 2016 (approx. 432,000 acre-feet).  All recharge activity would be eliminated under “bad” and “worst case” scenarios.  For the latter, full-cost excess water would not be available for most years and the AG Settlement Pool (highest priority excess) would have potential reductions of one half in the later years.  In response to a question from Chairman Guenther, Mr. Dozier stated that protecting the 1000 ft. elevation in Lake Mead was a factor for the worst case scenario analysis.  Mr. Henley pointed out that the same graphs were also applicable to fourth priority (P4) On-River users, who could be impacted directly from shortages. He noted that the AWBA had long-term storage credits available for P4 On-River M&I users.  As these entities recover the credits they are also responsible for replacement costs.  Mark Meyers (public) commented that because supplies may not be available to the AWBA during times of shortage, a different firming plan may be needed in order to meet AWBA’s other obligations.  Mr. Henley noted that there was no time requirement for meeting the obligation to Nevada, which was nearly half accomplished.  In addition, the Nevada agreement had provisions during times of shortage.  Mr. Buschatzke noted that the maximum annual recovery volume of 40,000 acre-feet would allow sufficient time for creating ICUA for Nevada.  Mr. Henley also noted that the Indian firming plan was still under negotiation.  Maureen George had concerns regarding the implications of shortages on AWBA activities, especially future firming efforts.  Mr. Henley pointed out that the Colorado River watershed is a very dynamic system that can change dramatically from year to year. These changes could have a significant effect on model projections.  

Mr. Henley briefed the Authority on the status of Seven Basin States discussions and noted that Reclamation was undergoing the National Environmental Policy Act (NEPA) process.  Reclamation’s Preferred Alternative in that process, which is similar to the Seven Basin States Alternative, is currently under review. He commented that the Multi-Species Conservation Program (MSCP) should make Reclamation’s Environmental Impact Statement (EIS) process go more smoothly.  Mr. Henley noted that the Basin States were in the process of negotiating the draft Forbearance Agreement for creating and releasing Intentionally Created Surplus (ICS), which is part of the Basin States proposal. The deadline for issuing the Record of Decision (ROD) is December 31, 2007.  

Mr. Henley noted that several government and private entities, were beginning to involve Mexico in the shortage sharing discussions.  The State’s consultants were also exploring conjunctive management opportunities with Mexico.  Chairman Guenther commented that at the recent Arizona-Mexico Commission inaugural meeting, the Mexican states of Baja and Sonora had also expressed interest in participating in the discussions.  Mr. Henley noted that it has been Arizona’s position that Mexico must share in Colorado River shortages and that the proposal submitted to Reclamation was reasonable.  In addition to shortage concerns, Mexico has issues with the salinity of the water they will receive.

Chairman Guenther noted that the Basin States were also discussing the equalization trigger for Lakes Mead and Powell.  He indicated that there is a difference of opinion on the compromise reached between the Upper and Lower Basins.  The Upper Basin States believe the equalization elevation should be a protection line whereas the Lower Basin States believe it is an equalization trigger without protection.  Arizona believes that to agree it is a protection line reinforces the fact that the line was created with 5 MAF of storage for power protection and an unreasonable upper basin growth curve, which Arizona believes is inappropriate.  The Basin States have to resolve this misunderstanding if Arizona is to remain in the Basin States Agreement.  The Basin States will continue to discuss these issues.   

Chuck Cullom (CAWCD) gave a presentation on recent updates to CAWCD’s Conceptual Plans to Recover Stored Water, which included a revised recovery schedule for the Southern Nevada Water Authority (SNWA), the potential timing for recovery based on the recent drought impact report, a revised credit exchange discussion, and comments received from various stakeholders.  He stated that its approval would be an action item at the CAWCD Board meeting scheduled the next day.  Mr. Mawhinney applauded the effort that was made in developing the recovery plans and was eager for the CAWCD Board to adopt them.  Ms. George commented that the recovery plans were essential especially when shortages could occur by 2011 and inquired if the costs associated with the recovery for Metropolitan were available.  Mr. Cullom responded that the costs, including energy, O&M, and few repairs, were just under $50 per acre-foot.  Mr. Buschatzke had questions regarding potential future changes in energy costs and production capacity.  Mr. Cullom noted that the primary issue was groundwater production and that staff was working closely with the irrigation districts on means to increase capacity, which could reflect increased costs.  He pointed out that indirect recovery costs were less than direct recovery and new facilities, i.e. new recovery wells.  The goal was to increase capacity in the Pinal AMA to meet the immediate recovery schedules for Metropolitan and SNWA and to have sufficient capacity remaining for potential On-River shortages in 2011.  He noted that the SNWA would be responsible for meeting its share of the costs.  Recovery for other users would be both indirect and direct and would occur outside of the Pinal AMA. As an example, similar arrangements could be made at the City of Tucson facility as have been made with the Pinal Districts.  Ms. George suggested that AWBA staff coordinate with CAWCD to store water at locations where recovery costs are least expensive.

Arizona Shortage Sharing
Mr. Henley briefed the Authority on the Director’s (ADWR) Arizona Shortage Sharing Recommendations (Recommendations), which were developed by a stakeholder workgroup.  The Recommendations had been submitted to Reclamation in the fall of 2006 as part of the larger Environmental Impact Analysis for the lower basin shortage criteria and conjunctive management of Lakes Powell and Mead.  In addition to developing recommendations for appropriate shortage volumes and implementation strategies for the lower basin, the workgroup also provided recommendations for allocating future shortages of Colorado River water between CAP and other Arizona fourth priority (P4) entitlements.  Mr. Henley noted that approximately 10% of the reduction would be absorbed by On-River M&I entitlements with the remainder going to CAP users, which would primarily affect users of “excess” CAP water.  He pointed out that the Recommendations also include a provision (last paragraph) to establish a “revolving fund” for the credits used for On-River M&I firming.  The way the revolving fund could work is as AWBA credits are used and replaced, the new credits are earmarked for the entities that replaced the credits.  In addition, On-River P4 M&I users that had not contracted with the AWBA for firming would have another opportunity to do so.  

On a related topic, Mr. Henley noted that under the Arizona-Nevada Shortage Sharing Agreement (Agreement), Nevada agreed to provide the AWBA with $8 million to assist Arizona in offsetting impacts from shortages. These funds may be used to purchase and store water to offset any impact that might occur in Arizona from the Agreement and will be paid after the Secretary issues the ROD on Colorado River Operations.  Assuming the ROD is consistent with the Agreements and Recommendations, a portion of the funds could be utilized to meet the AWBA’s On-River M&I firming obligation, as these entities have the highest risk.  

Authority members requested that staff provide the following at the next meeting in October: 1) Recommendations on either a resolution or policy regarding the revolving fund for On-River M&I firming, and 2) Develop various options for utilizing the $8 million from Nevada. 

2006 Annual Report
Ms. Mitchell reviewed the statutory requirements with respect to the AWBA’s submittal of the Annual Report (Report) and provided a brief overview of the activities for calendar year 2006.  Comments received on the draft had been incorporated into the final Report.  Ms. Mitchell noted that the AWBA had reached a milestone in 2006 with the cumulative delivery of over 2.8 million acre-feet, which is equal to Arizona’s annual apportionment of Colorado River water.  Ms. O’Connell outlined the provisions of the ten-year plan and discussed new components, including Indian Settlements and Intentionally Created Unused Apportionment (ICUA) for Nevada.  She noted that staff had worked with CAWCD in developing certain assumptions in the model and that there would be continued efforts through the CAP Forecast Group, composed of CAWCD, CAGRD, ADWR, and AWBA staff, for future models. 

There were no comments on the Report as presented.  Mr. Mawhinney made a motion to approve the Report and transmit it to the required entities.  Ms. George provided the second to that motion.  The motion was adopted.

FY 2008 Administrative Budget

Ms. Mitchell briefed Authority members on the actual expenditures for Fiscal Year (FY) 2007 and commented that expenditures were somewhat under budget because a manager had not been hired.  She then reviewed the proposed administrative budget for FY 2008 and noted that the total budget was slightly lower that the previous FY, but that the cost of services had increased slightly.  Funding for travel had decreased as well as equipment costs because computers had been purchased in FY 2007.  Ms. Mitchell reminded the Authority that the administrative costs were paid from the administrative account, which is funded from interest earned on the other AWBA accounts.  She noted that the current balance was sufficient to pay the projected administrative costs for FY 2008.
There were no comments on the administrative budget for FY 2008.  Ms. Burns made a motion to adopt the FY2008 budget and Mr. Buschatzke provided the second to that motion.  The motion was adopted.

Arizona Water Settlements Act Firming Efforts

Mr. Henley reviewed the draft Secretarial Indian Firming Agreement (draft Agreement) and clarified the three objectives for the AWBA under the agreement: 1) to firm 15,000 acre-feet of CAP NIA Priority water for the Gila River Indian Community (GRIC), 2) to firm 8,724 acre-feet of CAP NIA Priority water for future Indian tribes, and 3) to contribute $3 million in cash or in-kind goods and services, including water, to assist the Federal government in meeting its firming obligation to the Tohono O’Odham Nation.  He noted the draft Agreement further outlines a schedule for meeting the third obligation utilizing long-term storage credits.  Mr. Henley pointed out that all three obligations were subject to the enforceability date of the Arizona Water Settlements Act.  Ms. George requested that staff provide a summary at the next meeting in October that describes how the Indian firming obligation coincides with the AWBA’s existing obligations.  Mr. Henley noted that the next step was to begin discussions with the GRIC to develop a firming plan.  Chairman Guenther directed staff to notify Reclamation to proceed with the draft Agreement and asked that staff include it as an action item for the next AWBA meeting. In addition, he requested that staff provide a plan for meeting the firming obligations.

West Maricopa Combine Water Storage Agreement

Chairman Guenther noted a change in legal representation for the West Maricopa Combine (WMC) facility due to a conflict of interest.  Ms. Mitchell commented that staff had worked with the facility owner and their legal representative to address the Authority’s concerns from the March meeting. She noted that there were some operational issues at the managed facility and that the facility owner was considering the possibility of seeking a constructed facility permit to replace its current permit.  Leo Commandeur (Global Water Mgmt) responded that the facility was performing better than when operations first began and that they had subsequently applied for a 404 permit to modify the streambed in order to slow the flow of water and improve infiltration rates.  Ms. George inquired about costs in relation to other facilities.   Mr. Henley pointed out that the AWBA would not be the only partner at this facility.  The facility operator is also storing at the facility and has an interest in its success.  He noted that the facility owner was aware that the AWBA would store at the least expensive facilities first, and partner at the WMC facility if additional supplies were available and capacity was needed, particularly if it would result in full utilization of Arizona’s Colorado River allocation.  Mr. Henley added that storage at this facility must also be approved on an annual basis through the AWBA’s Annual Plan of Operation. Gregg Houtz noted that in 2006, two facilities were not in operation and commented that this facility would be a useful alternative in these situations.  There was a motion to approve the West Maricopa Combine Water Storage Agreement.  The motion carried.
Interstate Water Banking

Ms. O’Connell reviewed the status of the long-term storage credits accrued on behalf of Nevada, which was provided in table format in response to the Authority’s request at the March meeting.  The table identified the total credits earned, percent of goal achieved, cost of storage, funds received from Nevada, and funds remaining.  In addition, the table provided estimates for the remainder of the year based on the 2007 Plan of Operation.  She noted that quarterly updates would be provided at future AWBA meetings.

Call to the Public


Questions and comments made by the public are included in the above discussion.  There were no additional comments.

The meeting concluded at 12:15 p.m.
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