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Welcome/Opening Remarks

Chairman Herb Guenther welcomed the attendees.  All members of the Authority were present except for ex-officio member, Representative Lucy Mason.  Maureen George noted she would not be attending the December meeting.

Approval of Minutes of June 20, 2007 Meeting 

The Authority approved the minutes of the June 20, 2007 meeting with a clarification change noted by Chairman Guenther. 

Water Banking Staff Activities 

Virginia O’Connell reviewed water deliveries and stated that both intrastate and interstate deliveries were ahead of schedule.  She noted that an additional 13,000 acre-feet of intrastate deliveries were expected by the end of the year, including 1,000 acre-feet for the Phoenix AMA and 12,000 acre-feet for the Pinal AMA. 

Ms. O’Connell also reviewed the recovery schedule for developing Intentionally Created Unused Apportionment (ICUA) for the Metropolitan Water District of Southern California (Metropolitan).  She noted that the Central Arizona Water Conservation District (CAWCD) had notified the Authority by letter that the recovery schedule for 2007 had been revised.  The revised schedule is approximately 6,000 acre-feet less than the original schedule of 16,804 acre-feet.  John Mawhinney inquired as to the reasons for the reduction in recovery.  Tim Henley stated that the irrigation districts in the Pinal AMA were maximizing pumping capacity to meet the increased demand of the farmers and therefore some were not able to provide additional capacity to CAWCD.  Mr. Mawhinney questioned the priority of recovery, including future recovery for Nevada, over the pumping needs of others.  Tom McCann (CAWCD) responded that the recovery agreements between CAWCD and the irrigation districts state that district wells could be utilized for recovery to the extent that capacity was not needed for the irrigation district’s own purposes.  Mr. Mawhinney had concerns regarding water storage under this scenario.  Mr. McCann commented that CAWCD is currently evaluating its future recovery capability, including the rehabilitation of existing district wells and installation of new wells on district lands, which the agreements allow.  He noted that the original contracts with the districts were signed in 1992 and that CAWCD was considering new contracts that would be more in line with CAWCD’s needs. Chairman Guenther commented that the farmers are experiencing an economic boon due to increased grain prices related to ethanol production and that reductions in pumping at this time would be detrimental to their operations.  He noted that CAWCD’s plans were to become independent with regard to recovery.  Gayle Burns noted that CAWCD was considering a credit exchange as an alternative to recovery.  Chairman Guenther acknowledged that other accounting methods for creating ICUA were being evaluated.  Mr. Buschatzke questioned if changes in the accounting method would require an action by the Authority and pointed out that the next meeting was not until December.  Mr. Henley noted that the letter agreement between Metropolitan, CAWCD and the AWBA specifies recovery as the method for creating ICUA and that an amendment would be required to include the credit exchange method as an alternative.  Mr. McCann noted that CAWCD has a customer that has storage planned at a facility who was also responsive to participating in a credit exchange. Chairman Guenther reminded the Authority that the AWBA’s role concerning ICUA, is to certify the amount of ICUA that was created. 

Kim Mitchell noted that the AWBA received a certified copy of the ad valorem tax resolution for fiscal year 2008, which was adopted by the CAWCD Board of Directors in June. The resolution establishes a tax rate of 4¢ per $100 of assessed value on all taxable property within CAWCD’s three county service area.  Monies collected will be retained by CAWCD and used to offset the AWBA’s water storage costs for M&I firming in the county in which the funds were collected.

Ms. Mitchell informed the Authority that ADWR had issued water storage permit renewals to the AWBA for storage at the Hohokam Irrigation & Drainage District Groundwater Savings Facility (GSF) located in the Pinal AMA and the New Magma Irrigation and Drainage District GSF located in the Phoenix AMA.  The water storage permits are for 50,000 and 54,000 acre-feet per year, respectively. 

Mr. Henley briefed the Authority on the status of Seven Basin States discussions and noted that the Secretary of the Interior (Secretary) and the Bureau of Reclamation (Reclamation) were still discussing various issues.  He noted that Reclamation’s Environmental Impact Statement (EIS) for Colorado River operations should be available within one month. The deadline for issuing the Record of Decision (ROD) is December 31, 2007.  Chairman Guenther noted that the Basin States had resolved the issues regarding the Forbearance Agreement for creating and releasing Intentionally Created Surplus (ICS).  However, discussions concerning the equalization trigger for Lakes Mead and Powell were ongoing.  
Draft 2008 Annual Plan of Operation

Ms. O’Connell briefed the Authority on the draft delivery schedule for the 2008 Plan of Operation (Plan), noting that it was still preliminary because CAWCD was still in the process of reviewing orders. The total water deliveries at this time are approximately 285,000 acre-feet.  This is a decrease of nearly 100,000 acre-feet from the 2007 Plan, which identifies approximately 376,000 acre-feet of storage.  She pointed out that deliveries for interstate purposes were not included in the 2008 Plan at present, though there could be opportunities to store on behalf of Nevada at a later date if supplies are available and if capacity and funding for intrastate purposes have been utilized.  Ms. O’Connell commented that there were fewer supplies available to the AWBA because of increased orders from other CAP customers, but that an additional 30,000 acre-feet could potentially be available.  In response to Mr. Buschatzke’s inquiry as to the source of these additional supplies, Ms. O’Connell responded that the availability of supplies was based on earlier estimates and that there was no certainty as to the amount that will be available to the AWBA after orders are finalized.  Ms. George asked how the reduction in supplies would affect the AWBA’s obligation to Nevada.  Chairman Guenther pointed out that the $100 million resource account was established to protect Arizona water users in the event alternative water supplies were needed.  Ms. O’Connell continued her review of the Plan noting that there were two new facilities on the delivery schedule: the Harquahala Valley Irrigation District (HVID) GSF and City of Tucson/Tucson Water’s Southern Avra Valley Recharge Project (SAVSARP).  There are currently no deliveries scheduled for HVID, however, staff has a meeting scheduled with the district to discuss a potential partnership for 2008.  She added that although Tucson Water is maximizing its capacity at SAVSARP, 350 acre-feet of capacity has been made available to the AWBA for storage in December. 

Chairman Guenther directed staff to present the draft 2008 Plan to the public in conjunction with the Groundwater Users Advisory Council (GUAC) meetings.

Interstate Water Banking

Ms. Mitchell updated the Authority on interstate activities noting that the Fiscal Year 2008 Interstate Report had been submitted to the Joint Legislative Budget Committee (JLBC) as required by statute.  She reviewed the quarterly accounting report stating that adjustments had been made to the fourth quarter estimates in order to maintain the planned delivery totals identified in the 2007 Plan of Operation.  Based on the 2007 Plan, 42 percent of the AWBA’s obligation will be met by the end of the year.  Mr. Mawhinney inquired how long the AWBA would be able to meet its obligation to Nevada assuming the maximum recovery rate of 40,000 acre-feet per year.  Mr. Henley responded that with credits accrued by the end of the year, the AWBA could meet its obligation for approximately 13 years.  

Arizona Water Settlements Act Firming Efforts

Mr. Henley briefed the Authority on the Agreement between the Secretary of the Interior and the State of Arizona for the Firming of Central Arizona Project Indian Water (Firming Agreement).  There were no substantive changes since it had been presented at the AWBA meeting in June, however, examples for determining the firming obligation to the Gila River Indian Community (GRIC) under different shortage scenarios were now included as Exhibit A.  He noted that the next step was to develop a firming plan with the GRIC and enter into a separate agreement that clearly defines the method by which that obligation will be met.  Mr. Buschatzke asked if the GRIC had seen the Firming Agreement.  Mr. Henley responded that staff for the GRIC had reviewed the draft, but he was not aware if the Tohono O’Odham had also seen it.  He reminded the Authority that the Firming Agreement was between the Secretary and the AWBA and that the GRIC did not want to begin discussions on a firming plan until the two parties had reached an agreement.  Mr. Mawhinney sought reassurance that the figures in Exhibit A were examples, not contractual provisions, and that the firming obligation for the Indians was calculated in the same manner as the M&I obligation.  Ms. George expressed concern over the potential difficulty in meeting all of the AWBA’s obligations considering the decrease in supplies available to the AWBA in 2008.  Mr. Henley noted that there were other means by which the AWBA could meet its firming obligation to the GRIC and that the Authority’s concerns would be recognized in the agreement that is negotiated.  Mr. Mawhinney asked which source of funding would be utilized to meet the $3 million in assistance to the Secretary and if the Authority would be requesting additional funding for its other obligations.  Mr. Henley responded that the AWBA’s obligation to the Secretary, as well as other Indian firming obligations, will be funded from the $13.5 million appropriation that had been dedicated for Indian firming.  He added that withdrawal fees could also be utilized absent additional appropriations from the Legislature. 

Mr. Henley noted that the Secretary had delegated signature authority for the Firming Agreement to Reclamation’s regional director.  Chairman Guenther announced that the regional directors for the upper and lower basins had changed and that Lorri Gray was the new director for the lower basin.  Gregg Houtz noted that changes to the agreement had not been suggested and that a joint signing was being arranged for next month.  He made clear that all of the agreements required under the Arizona Water Settlements Act needed to be executed by the second week of December.  Mr. Mawhinney made a motion to authorize Chairman Guenther to sign the Firming Agreement absent any substantive changes.  Ms. Burns provided the second to that motion.  The motion carried.  (Note:  Subsequent to the meeting, the Firming Agreement was signed by the Regional Director and the Chairman.)
Arizona Shortage-Sharing Efforts

Ms. Mitchell noted that Authority members had directed staff to draft a resolution or policy regarding the replacement of credits used for On-River M&I firming.  She reviewed the draft resolution noting it was based on the Director’s Shortage Sharing Workgroup Recommendations.  The draft resolution proposed the following:  1) to establish a subaccount for long-term storage credits (credits) that had been used and replaced by mainstream M&I users and that these credits would be available to the Authority for purposes identified in statute, 2) credits in the subaccount would be available to mainstream users only to the extent that 100% of the goal previously identified as reasonable for shortage protection that had not been reserved will be set aside, 3) entities that reimburse the Authority for the replacement of credits will have priority for credits accrued in the subaccount, and 4) credits remaining in the subaccount after meeting the 100% goal for mainstream users would be available to the Authority for other purposes identified in statute.  An example of the accounting for the replacement credit subaccount is provided as Exhibit A to the resolution.  Ms. Mitchell also reminded the Authority that pursuant to a previous resolution, the priority for utilizing credits accrued from general fund monies was to set aside credits for M&I users outside the CAWCD service area, to implement the settlement of Indian water rights claims in Arizona, to assist CAWCD in meeting the demand of its M&I subcontractors, and lastly to fulfill water management objectives of the State.  In response to a question from the Authority, Ms. Mitchell stated that the term “reasonable for shortage” was from the 2005 Agreement to Firm Future Supplies.  Ms. George noted that the shortage-sharing agreement did not place a cap on replacement credits for mainstream users and added that entities that reimburse the Authority for the replacement of credits should have those credits deposited into a separate subaccount in their name.  Authority members questioned how credits would be replaced in the future if water was not available.  Mr. Henley responded that in accordance with statute, the AWBA has 10 years to replace the credits, though in that timeframe they could potentially become very expensive.  All entities, except for the Indian tribes, are required to pay the replacement costs.  Ms. George noted that Exhibit A to the resolution was only an example because it did not reflect the revised firming numbers.  Chairman Guenther inquired as to the amount of general fund credits that needed to be replaced.  Mr. Henley responded that credits did not require replacement at this time, but that the AWBA had just over 400kaf of accrued credits.  Mr. Mawhinney noted that 230,280 acre-feet of those credits had been assigned to the Mohave County Water Authority and placed in a subaccount under the AWBA account.  He inquired where the remaining credits were held and the funding that would be utilized to obtain the credits still needed for meeting the On-River firming obligation.  Mr. Henley noted the remaining credits were held in the AWBA’s long term storage account.  Ms. George remarked that the On-River M&I entities could provide the funding to store water if funds were not available to the AWBA.  Mr. Buschatzke commented that there were other entities that did not have a firming agreement with the AWBA, such as Arizona American Water Company, that should be given the opportunity to participate and have credits available to them. In response to Ms. Burns questions regarding the AWBA’s obligation to these other mainstream M&I users, Mr. Henley commented that under a shortage declaration, the AWBA would be obligated to provide credits, if available, to post-1968 subcontract holders that requested them.  Authority members agreed to continue discussions and postpone action on the resolution until next year after the Shortage Guideline ROD has been issued.  

Mr. Henley reminded the Authority that at the last meeting members had also requested staff to develop various options for utilizing the $8 million that would be provided by Nevada under the Arizona-Nevada Shortage-Sharing Agreement.  He reviewed four options and the pros and cons of each.  The options included: 1) accruing credits that could be used to meet the AWBA’s general firming obligations, 2) assisting entities that would be impacted first under shortage conditions, while reserving some credits for the AWBA’s general obligations, 3) reserving the entire amount of credits for users who will be impacted first, and 4) setting the funds aside in an account at the State Treasurers Office for future use.  Mr. Mawhinney showed a preference for option 1, while Ms. George noted that with regard to option 2, it was important to first determine the amount of credits that are needed for firming lower priority users before reserving credits for general purposes.  Mr. Buschatzke commented that the firming amounts should be examined both with and without Mexico’s participation in shortage sharing.  Kathryn Sorensen (City of Mesa) pointed out that there were other non-Indian agricultural (NIA) subcontractors that could be impacted during shortages in addition to mainstream M&I users and requested that the Authority consider these entities when developing its plan for expending the $8 million.  Chairman Guenther inquired as to when shortages could impact NIA supplies.  Mr. McCann responded that shortages could impact lower priority users as early as 2011.  Mr. Buschatzke commented on the need for water for M&I users by 2025 and beyond, noting shortages were expected to be more frequent out into the future.
Call to the Public


Dennis Rule (Tucson Water) requested that meeting materials be available prior to the meetings to allow the public time to prepare comments.  Ms. Mitchell commented that for most documents this was not a concern, however, staff was hesitant to provide certain draft documents to the public before Authority members had an opportunity to review them.  Mr. Henley noted that there were incidences in the past where draft documents had been provided to individuals who abused the privilege by misrepresenting information within those documents.  Authority members requested that staff include this issue as an agenda item for the next meeting. 

Mr. Mawhinney requested that staff provide a summary for new materials presented, such as CAWCD’s revised recovery notification letter.

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

The meeting concluded at 11:50 a.m.
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