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Welcome/Opening Remarks

Chairman Herb Guenther welcomed the attendees.  All members of the Authority were present except for Maureen George and ex-officio members, Senator Jake Flake and Representative Lucy Mason.  

Approval of Minutes of October 10, 2007 Meeting 

The Authority approved the minutes of the October 10, 2007 meeting.

Discussion and Potential Approval of Amended ICUA Letter Agreement

Tim Henley reminded the Authority of discussions at the AWBA meeting in October concerning Central Arizona Water Conservation District’s (CAWCD) revised recovery schedule for developing Intentionally Created Unused Apportionment (ICUA) for the Metropolitan Water District of Southern California (Metropolitan).  CAWCD had been evaluating opportunities for a credit exchange as an alternative method for creating ICUA to account for the reduction in planned recovery of approximately 6,000 acre-feet. He noted that Metropolitan and CAWCD have since signed an amendment to the Letter Agreement (Amended Agreement) that includes the credit exchange method. The amendment would allow CAWCD to enter into an agreement with a recharge partner that agrees to receive the credits held on behalf of Metropolitan in exchange for water that had been ordered for storage at an underground storage facility (USF) in that year. The water that would have been stored at the USF is instead left on the river for use by Metropolitan as ICUA. The Central Arizona Groundwater Replenishment District (CAGRD) has agreed to participate in a credit exchange with CAWCD for 2007.  

John Mawhinney made a motion to give Chairman Guenther authorization to sign the Amended Agreement.  Tom Buschatzke provided the second to that motion.  The motion carried.  Chairman Guenther signed the Amended Agreement.

Staff thereafter provided an amended recovery schedule for 2007 that identifies the amount of ICUA that will be created utilizing both the recovery and credit exchange methods.  Mr. Henley commented that staff would inform the Bureau of Reclamation (Reclamation) of the revised schedule and the Amended Agreement.  He pointed out that the amendment should not be an issue because the Storage and Interstate Release Agreement, previously approved by Reclamation, already includes the credit exchange method as an option for creating ICUA. (Letter to Reclamation sent December 20, 2007).

Discussion and Approval of 2008 Annual Plan of Operation 

Kim Mitchell briefed the Authority on the 2008 Plan of Operation (Plan) noting it had changed substantially since the draft was first presented in October.  Preliminary orders for CAP water exceeded available supplies by 225kaf.  Based on current CAP policy, the AWBA has available to it any water not requested by another entity within Arizona.  In addition, the AWBA shares an equal priority for water for municipal and industrial (M&I) firming with the CAGRD.  Thus, deliveries for the AWBA and the CAGRD were the first to be adjusted.  As a result, the AWBA’s 2008 initial planned deliveries were reduced from 286kaf to approximately 188kaf, making water availability the significant limiting factor for the 2008 Plan.  Ms. Mitchell identified several factors that contributed to the increase in water orders by CAP customers.  These included the price of incentive recharge water at a historic low of $51/af, increased water demand by irrigation districts in response to the commodity markets, increased use of water allocations for M&I subcontracts, and the need for Salt River Project (SRP) to maintain water storage in Roosevelt Lake.  Because of the decrease in water availability, the 2008 Plan does not include deliveries for interstate banking.  If water becomes available through the year, the Plan could be amended to include these deliveries. 

Ms. Mitchell pointed out that for the first time, the Plan includes a component for meeting the State’s Indian firming obligations under the Arizona Water Settlements Act (Settlements Act), which is now enforceable.  The Plan expends approximately $1.7 million from the $13.5 million dedicated for Indian firming to develop credits in the Tucson area.  These credits will later be assigned to the Secretary to satisfy the State’s obligation to assist the Federal Government in meeting its obligation to firm Tohono O’Odham water.  In addition there may be an opportunity to deliver water to the Gila River Indian Community (GRIC) to meet a portion of the Southside Replenishment Bank obligation.  This obligation requires that the AWBA enter into an inter-governmental agreement with the GRIC for direct delivery of 15,000 acre-feet.  Direct deliveries to the GRIC would also require an amendment to the Plan and would be paid for utilizing withdrawal fees collected in the Pinal AMA.
Ms. Mitchell commented that the Plan also includes 25,000 acre-feet of ICUA for Metropolitan, which will be created utilizing both the recovery and credit exchange methods.  Mr. Buschatzke noted the credit exchange method will account for 1kaf of ICUA and inquired as to the total amount of ICUA that could be created using this method if necessary.  Chuck Cullom (CAWCD) responded that just over 5kaf of credits could be exchanged, but added that CAWCD was working with the irrigation districts in the Pinal AMA to resolve well capacity issues.  Mr. Henley stated he was confident the districts would meet the scheduled recovery for 2008 and noted there was a much greater level of commitment by the districts than there had been when recovery was first initiated in 2007.

Ms. Mitchell reminded the Authority that the Southern Nevada Water Authority will provide $8 million to the AWBA to assist Arizona in offsetting impacts from shortages pursuant to the Arizona-Nevada Shortage Sharing Agreement.  However, expenditure of these funds was not included in the 2008 Plan.
Ms. Mitchell noted that the revised draft Plan had been presented to the public at the Phoenix, Pinal, and Tucson AMA GUAC meetings and was also posted on the AWBA web page for additional public comment.  The AWBA received favorable comments from the GUACs as well as comments regarding water availability.  Comments received from the public were incorporated into the Plan where appropriate.  Mr. Mawhinney inquired if water availability would continue to be the primary limiting factor for the AWBA.  Mr. Henley responded that CAWCD was considering possible changes to its cost structure for excess water, which could make more water available to the AWBA. In addition, there may be opportunities for additional water if orders are remarketed due to unexpected precipitation.  Mr. Mawhinney asked how much of the increase in demand for CAP water was attributed to the agricultural sector compared to orders from M&I entities. Brian Henning (CAWCD) responded that the initial orders for CAP water exceeded the available supply by about 225kaf.  Of that, SRP’s initial order was for 175kaf, which included all categories of water, M&I was 25kaf and was mainly attributed to Tucson Water and its initiative to fully utilize its subcontract water, and 25kaf was for agricultural use.

Mr. Mawhinney made a motion to approve the 2008 Plan.  Gayle Burns provided the second to that motion.  The motion carried.

Discussion and Approval of CY 2008 Water Delivery Budget

Ms. Mitchell reviewed estimated revenues, recharge rates, and planned expenditures for the 2008 Water Delivery Budget.  The total cost of the Plan is $6.05 million.  Of this amount, just under $5 million will be paid from revenues held by the AWBA.  She noted that all withdrawal fees collected in the Pinal and Tucson AMAs will be expended.  However, in the Phoenix AMA, $150,000 will remain as carryover for 2009.  Ms. Mitchell reminded members that the AWBA had expended all remaining ad valorem tax revenues held in its account in 2007 and commented that CAWCD had again resolved to retain the ad valorem tax revenues and to utilize those funds to offset AWBA costs.  For 2008, ad valorem tax monies will only be expended in the Pinal AMA.  Mr. Buschatzke requested that if additional water were to become available, that it be stored in the Phoenix AMA first in order to expend the remaining withdrawal fees.  Mr. Mawhinney asked how additional supplies would typically be allocated.  Mr. Henley responded that water would first be stored for intrastate purposes, utilizing withdrawal fees before other funding sources.  Any remaining supplies, after all available funding and/or storage capacity had been utilized in an AMA, would then be stored to meet the AWBA’s obligation to Nevada.  Estimated revenues for the Pinal AMA have already been committed however capacity is still available.  Therefore, any additional deliveries to the Pinal AMA, would likely be for interstate purposes.  Mr. Mawhinney commented that by using this system, Nevada receives the best rate.  Mr. Henley acknowledged that Nevada is provided some opportunity, but pointed out they have the highest cost for storing water.  Chairman Guenther questioned why storage costs were higher in Tucson than in Phoenix.  Mr. Henley responded that unlike Phoenix, the 2008 Plan does not include storage at groundwater savings facilities (GSF) in Tucson, which would reduce the average per acre-foot cost due to the cost-share paid by GSF operators.
Mr. Mawhinney made a motion to approve the 2008 Water Delivery Budget.  Mr. Buschatzke provided the second to that motion.  The motion carried. 

Water Banking Staff Activities

Virginia O’Connell reviewed water deliveries and stated that most of the intrastate and interstate deliveries scheduled for 2007 had been met.  She noted that an additional 13,000 acre-feet of intrastate deliveries, primarily in the Pinal AMA, were expected by the end of the year. 

Ms. Mitchell informed the Authority that in October, the State of Arizona identified a budget shortfall greater than $600 million.  She noted the AWBA had in the past been subject to funding sweeps by the Legislature and that staff would keep apprised of the situation and if necessary, argue the AWBA’s need to meet its commitments.  Mr. Mawhinney noted that the AWBA’s funds were highly vulnerable and recommended a plan be developed for expending the funds even when little to no water is available to the AWBA.  Chairman Guenther pointed out that the AWBA, as agent of the State, had already accepted the responsibility to firm Indian supplies, for which the $13.5 million appropriation had been dedicated.  Likewise, the $23 million annual payments that the AWBA will begin receiving from Nevada in 2009 is money that will be used to insure that the AWBA can meet its contractual obligation to Nevada when CAP water is not available to the AWBA.  At this time, the AWBA has met a little over 40 percent of its obligation to Nevada.  Mr. Mawhinney commented that he would prefer to utilize AWBA funds as a resource as opposed to spending it because it will take time to spend $13.5 million if water is not available.  He suggested utilizing these funds to establish a loan program for Arizona counties who could, for example, use the money to meet water delivery infrastructure needs. Chairman Guenther commented that an ad hoc group could be established to evaluate expenditure of the AWBA’s funds.  Mr. Buschatzke requested that staff develop a comprehensive plan that identifies all of the AWBA’s obligations and funding sources and that describes how those obligations will be met.  Mr. Mawhinney proposed scheduling a work-session to review the comprehensive plan.

Ms. Mitchell informed the Authority that the AWBA had an exhibit on display at the Colorado River Water Users Association (CRWUA) conference held in Las Vegas the previous week. The theme of the exhibit, “Arizona-Living the Vision through Planning, Partnering and Performing”, was the same as last year’s, however, this year it included a video loop of Director Guenther delivering a message regarding the State’s water supply management programs. The exhibit was presented in conjunction with ADWR, CAWCD, the Arizona Municipal Water Users Association, and SRP.   

Chuck Cullom (CAWCD) provided a status report on recovery planning efforts.  He noted that CAWCD Board members approved the budget in November, which included funding for recovery planning.  CAWCD will consequently hire an outside consultant to evaluate recovery options for the Phoenix, Pinal, and Tucson AMAs and the associated costs.  In addition, the CAWCD Resource Planning Analyst group will hire two new employees who will assist with recovery planning efforts.  CAWCD staff will begin stakeholder discussions on detailed recovery plans, well capacity, and recovery agreements.  Mr. Cullom commented that staff was also working with the three irrigation districts in the Pinal AMA to meet the recovery schedule for 2008, pointing out that the Central Arizona Irrigation and Drainage District (CAIDD) had been taking the lead on recovery in that AMA.  He noted that CAWCD was currently in the process of amending its existing recovery well permits to include additional wells located within district boundaries.  Mr. Buschatzke inquired if the recovery permit process required an impact analysis.  Mr. Cullom responded that it did not because all of the wells were pre-code wells.

Update of Arizona Water Settlements Act Firming Efforts

Mr. Henley noted that the Agreement between the Secretary and the State of Arizona for the firming of Central Arizona Project Indian Water had been executed the previous week.  This was one of the final documents needed for meeting the requirements of the Settlements Act.  The Secretary subsequently signed the documents that complete all the requirements necessary to put the Settlements Act into full force and effect.  As a result, the AWBA now has additional responsibilities.  One of these is to enter into an inter-governmental agreement with the GRIC for direct delivery of 15kaf, thereby establishing the Southside Replenishment Bank.  The AWBA is required to deliver at least 1kaf per year beginning in 2008.  To meet this obligation, water deliveries that have been scheduled for storage at the GRIIDD GSF could be re-characterized as direct delivery.  This would require an amendment to the 2008 Plan and a reimbursement of the cost-share paid by the GRIIDD.  Another requirement under the Settlements Act is to develop a plan to firm 15kaf of CAP water for the GRIC. Staff has had several meetings with consultants who represent the GRIC to discuss various firming options and are consequently drafting a firming proposal. Mr. Henley commented that staff could either meet with Authority members on an individual basis or have an executive session to discuss the firming proposal.  It would not be permissible at this time to discuss the draft proposal publicly because negotiations are ongoing.  Mr. Henley concluded his discussion by announcing that in addition to finalizing the Settlements Act, the Secretary had also signed the Record of Decision for Colorado River operations at the CRWUA conference the previous week.
Interstate Water Banking

Ms. Mitchell reviewed the third quarter interstate accounting report noting that the AWBA accrued an estimated 513,000 acre-feet of credits, 41 percent of the firming goal, at a cost of approximately $ 92.5 million.  If the 2007 scheduled deliveries are completed as planned, the AWBA will have accrued nearly 530,000 acre-feet of credits by the end of the year, thereby meeting 42 percent of its firming goal.  Interest that would have accrued on the $100 million resource account through November is just under $11.2 million.
Status of Distribution of AWBA Handouts

Chairman Guenther noted that in response to public comment at the last meeting, staff will provide early access, when possible, to meeting materials by posting them on the AWBA website.  Meeting materials, with the exception of certain draft document under negotiation or attorney-client privileged documents, will be posted as soon as they are available.  

Call to the Public

Chairman Guenther announced the meeting dates for 2008 and noted that anyone with a conflict contact staff.  The dates are:  March 19th (rescheduled to March 12th), June 18th, September 17th, and December 17th.

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

The meeting concluded at 11:10 a.m.
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