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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.  He announced the passing of ex-officio member Senator Jake Flake and noted his many contributions to the State of Arizona.

Approval of Minutes of March 12, 2008 Meeting 

The Authority approved the minutes of the March 12, 2008 meeting.

Water Banking Staff Activities

Virginia O’Connell stated that at the last meeting in March, staff was directed to amend the 2008 Plan of Operation (Plan) to include additional supplies available to the AWBA. She reviewed the amended delivery schedule, Table 2, which identified an additional 77,350 acre-feet of deliveries.  Of this amount 6,400 acre-feet, which had been full cost municipal & industrial (M&I) subcontract water turned back for remarket, will be delivered for interstate purposes to the Pinal Active Management Area (AMA). Interstate deliveries had not been included in the original Plan.  The remaining 70,950 acre-feet will be delivered as follows:  Phoenix AMA - 32,000 acre-feet, Pinal AMA - 26,800 acre-feet, and Tucson AMA – 12,150 acre-feet.  The Amended Plan utilizes all storage capacity available to the AWBA in the Tucson AMA and expends a portion of the $8 million provided to Arizona from Nevada under the Arizona-Nevada Shortage-Sharing Agreement (Shortage-Sharing Agreement) in the Phoenix and Pinal AMAs.

Ms. O’Connell noted that the water delivery graphs, which identify projected/actual deliveries, had also been updated to reflect the amended Plan and stated that most of the AWBA deliveries would be occurring in the latter half of the year.  She also reviewed the recovery schedule for developing Intentionally Created Unused Apportionment (ICUA) for the Metropolitan Water District of Southern California (Metropolitan).  A total of 8,354 acre-feet of the 25,000 acre-feet scheduled had been recovered through May of 2008.  In response to a question from Tom Buschatzke, Ms. O’Connell stated that just under 40,000 acre-feet of long-term storage credits (credits) for Metropolitan would be remaining by the end of the year.

Tim Henley briefed the Authority on staff activities regarding the firming requirements for the Gila River Indian Community (GRIC).  He noted that staff is in the process of extending its water storage agreement with the Gila River Indian Irrigation and Drainage District (GRIIDD) so that it coincides with the term of the GRIIDD groundwater savings facility (GSF).  The GRIIDD had submitted a 2-year permit renewal application to the Department for the GSF, which would have expired at the end of 2007.  In addition, staff drafted an inter-governmental agreement (IGA) between the AWBA and the GRIC, which is a statutory requirement for meeting the Southside Replenishment obligation.  Under this obligation, the AWBA is required to establish the Southside Replenishment Bank by delivering a minimum of 15,000 acre-feet to the GRIC. The IGA describes in detail the procedure the AWBA and the GRIC will follow for delivering water to the GRIC for this purpose. The draft IGA is currently under review by GRIC staff.  Furthermore, under the Arizona Water Settlements Act (Settlement), the AWBA acting as agent for the State of Arizona (State), is required to firm 15,000 acre-feet of Non-Indian Agricultural CAP water for the GRIC.  After some initial discussions with staff of the GRIC regarding firming options, staff developed internal firming proposals that could benefit both parties.  Staff will be discussing these options with the Authority. Lastly, Mr. Henley noted that staff had been keeping track of other Indian settlement discussions since the AWBA could be involved in some of the firming responsibilities for these settlements.  Gregg Houtz commented that a presentation on these other settlements would be provided at the next AWBA meeting scheduled for September.
Kim Mitchell noted that staff had attended several meetings since the last AWBA meeting.  At the request of the GRIC, staff gave a presentation to the GRIC Office of Water Rights that described the history and purpose of the AWBA and the mechanisms the AWBA uses to meet its goals and objectives.  The GRIC thanked staff for its presentation and hoped this would be the first in a series of ongoing coordination meetings between the GRIC and the AWBA.  Staff also organized an interstate coordination meeting with the Southern Nevada Water Authority (SNWA), the Central Arizona Water Conservation District (CAWCD), and ADWR to discuss progress on credit accrual, funds, timeframes for requesting ICUA, and recovery planning.  Lastly, staff has been attending the Navajo/Hopi settlement negotiations due to the AWBA’s potential future firming responsibilities.  John Mawhinney commented that the settlement currently being discussed with the Navajo Nation seemed small and questioned if the upper basin states were involved in the negotiations.  Mr. Houtz responded that the negotiations only involved the lower basin claims and that the 50,000 acre-feet allocation that Arizona receives from the upper basin is not a part of the negotiations.  The New Mexico Navajo/Gallup settlement is also under separate negotiation.  Mr. Henley added that the discussions were focused on non-Indian agricultural (NIA) priority CAP water supplies much like the other Arizona Indian settlements.

Ms. Mitchell stated that the AWBA sent a letter to the Secretary of the Interior (Secretary) certifying the creation of 16,804 acre-feet of ICUA for Metropolitan for calendar year 2007.  This is the first year that the AWBA has certified ICUA.  Two methods, recovery and credit exchange, were used to develop ICUA under the Amended Letter Agreement for the Creation of ICUA between Metropolitan, CAWCD and the AWBA.  The recovery method was used to develop 10,921 acre-feet and the credit exchange method was used to develop the remaining 5,883 acre-feet.

Ms. Mitchell also noted that staff had nearly completed the paper on AWBA goals and obligations.  The paper will be provided to the Authority for review prior to the next meeting in September.

Mr. Henley provided an update of Colorado River shortage projections.  He commented that there had previously been several presentations on when shortages might be expected, the earliest estimated by 2011.  Two factors have since had an effect on these projections.  First, the Record of Decision (ROD) on Colorado River Interim Guidelines for Lower Basin Shortages and the Coordinated Operations for Lake Powell and Lake Mead, which was signed December of 2007 by the Secretary, provides an immediate benefit to the lower basin because of the equalization method that will be employed for managing lake levels.  Second, water levels have increased in the reservoirs due to the winter/spring rain and snowfall events.  Current models indicate a 3-4 year shift in the probability of shortages with the first shortages now estimated by 2014-2015.  Mr. Henley noted however, that recovery needs, including ICUA, were still being addressed. He added that the first entities that could be impacted are the fourth priority on-river municipal and industrial (M&I) users and NIA CAP water users, including the AWBA, although the probability was small.

Chuck Cullom (CAWCD) provided a status report on recovery planning efforts. He noted that staff was completing its work with consultants on evaluating recovery from the Tonopah Desert and Lower Santa Cruz study areas located in the Phoenix and Tucson AMAs, respectively, and to evaluate opportunities for developing a well field and the potential for well rehabilitation in the Pinal AMA.  Mr. Cullom introduced Dee Fuerst as the new employee who will be working on recovery planning for the Phoenix and Tucson AMAs, while he continued planning efforts in the Pinal AMA.  Meeting dates and times for upcoming stakeholder meetings can be found on CAWCD’s website along with CAWCD’s Conceptual Recovery Plan. Discussions will include the magnitude and impacts of shortages and an inventory of facilities. The objective is to develop a technical recovery plan that focuses on infrastructure needs. The recovery plan will recommend priorities for developing new recovery capacity.  The planning process will focus on technical issues, because the policy issues have previously been addressed.
2007 Annual Report

Ms. Mitchell reviewed the 2007 Annual Report highlighting the major activities and accomplishments for the year and the progress the AWBA has made toward meeting its goals.  The AWBA accrued nearly 360,000 acre-feet of credits in 2007, making the total acre-feet of credits accrued since inception over three million.  Mr. Mawhinney had questions regarding the development of Intentionally Created Surplus (ICS) and if its use was similar to the AWBA’s goals and objectives, since ICS also provides a benefit to Arizona water users by reserving water for future use.  Chairman Guenther clarified that ICS was the creation of storage credits reserved in Lake Mead through extraordinary conservation measures undertaken by states in the lower basin.  Arizona could not call on these credits during times of shortage, but ICS could benefit Arizona by keeping the reservoirs higher thus delaying potential future shortages.

Mr. Mawhinney also inquired if the AWBA was required to undergo a financial audit.  Mr. Henley pointed out that the AWBA’s funds are held in accounts operated by the State Treasurer’s Office (STO) and would be subject to the STO’s audit process.  The Department of Water Resources (Department) is responsible for carrying out the monthly transactions on those accounts, which could also be subject to audit.  In addition, monies held by CAWCD, such as the ad valorem tax utilized by the AWBA, are subject to CAWCD’s audit system.  Ms. Mitchell noted that AWBA staff reviews the monthly financial reports from the Department and CAWCD to insure that monies were deposited and expended from the appropriate AWBA accounts.  Staff is responsible for tracking the credits accrued from the various account expenditures.  Mr. Mawhinney noted that he was comfortable with staff’s work, but that he wanted a professional opinion on the AWBA’s audit requirements.  Chairman Guenther requested that staff research the audit requirements with the Auditor General and the frequency in which audits are conducted at the Department and CAWCD.  

Mr. Buschatzke commented that the Department itself was due for a sunset review in 2010.  Chairman Guenther noted the review would be addressed through a special audit by the Auditor General. 

With regard to on-river M&I firming, Mr. Mawhinney inquired if other M&I users had been provided an opportunity to participate.  Maureen George responded that the Mohave County Water Authority had hired legal counsel to amend the Agreement to Firm Future Supplies, which is the first step for including other participants.  Formal meetings have not been held at this time.

Ms. O’Connell outlined the provisions of the Ten-Year Plan (Plan), which covers the time period 2009-2018, and noted that water supplies available to the AWBA were about half of what had been estimated in last year’s Plan because of a substantial increase in the use of excess CAP water by other CAWCD customers.  The Plan incorporates the rates from CAWCD’s Preliminary 2009/2010 Rate Schedule, which shows a considerable increase in water delivery rates for the AWBA and a phase out of incentive priced recharge water by 2012.  The increase over time in the price of incentive recharge water could potentially provide additional supplies to the AWBA.  Ms. O’Connell noted that expenditure of the $8 million in shortage mitigation funds has been added as a new component to the Plan.  Approximately 128,000 acre-feet of credits will be accrued utilizing these funds.  In addition, just over 142,000 acre-feet of credits will be accrued through 2013 for Indian settlement purposes utilizing the $13.5 million legislative appropriation for Indian firming.  After accounting for all intrastate expenditures, the remaining water supplies are stored for interstate purposes.  By 2018, an estimated 678,125 acre-feet of credits will have been accrued for Nevada, or 54% of the goal of 1.25 million acre-feet. The Plan also identifies the creation of 40,000 acre-feet per year of ICUA for Nevada beginning in 2012.  These amounts are based on staff discussions with the SNWA the previous week.  In response to questions from the Authority on an estimated timeframe for meeting the interstate obligation, Mr. Henley noted that by following an aggressive schedule after this ten-year period, the goal could be met by 2029.  He commented that SNWA was satisfied with the current schedule, but pointed out that the Authority could also choose to shift its water storage priorities in the Pinal AMA from intrastate, utilizing withdrawal fees and Indian firming monies, to interstate in order to meet the Nevada obligation sooner, since there were sufficient credits in the Pinal AMA to meet Arizona water users needs.  Mr. Mawhinney inquired if storage capacity was an issue in the Tucson AMA.  Ms. O’Connell responded that at present, water supply was the limiting factor, but that if more water became available to the AWBA, capacity could become an issue.  Dennis Rule (Tucson Water) stated that as storage capacity ramps up in the new Southern Avra Valley Storage and Recovery Project (SAVSARP), there could be 30,000-50,000 in excess capacity available above Tucson’s subcontract use.  Beth Miller (City of Scottsdale) noted her appreciation of the recovery planning efforts, but also noted her concerns that there are no CAP facilities in the North Scottsdale area.  She suggested discussions between CAWCD, AWBA, and the CAGRD on constructing a storage facility in that area along the CAP canal that could benefit all parties.

FY 2009 Administrative Budget

Ms. Mitchell noted that actual expenditures for the Fiscal Year (FY) 2008 budget were less than had been projected since the AWBA manager position was vacant for half of the fiscal year.  She reviewed the FY 2009 budget, which is estimated at $618,474, and pointed out that it was less than the previous year’s estimated budget. Staffing, travel and equipment costs have decreased while expenditures for professional and outside services increased a small amount.  Ms. Mitchell reminded the Authority that the administrative costs are paid from interest earned on the AWBA’s other fund accounts and from payments made by Nevada and the Secretary who have entered into agreements with the AWBA that require them to pay a percentage of the cost of services the Department of Water Resources provides to the AWBA.  Funds in the administrative account are expected to be sufficient to pay the projected administrative costs for FY 2009.

Mr. Mawhinney made a motion to adopt the FY 2009 administrative budget.  Gayle Burns provided the second to that motion.  The motion carried.

Update on Expenditure of $8 Million Available from the Arizona-Nevada Shortage-Sharing Agreement

Ms. O’Connell noted that at the last meeting, staff was asked to develop a plan for expending the $8 million from Nevada that was provided to Arizona under the Shortage-Sharing Agreement and to develop a schedule for receiving the funds.  She reviewed the plan noting the funds could be expended over a 3-year period.  For 2008, planned deliveries included 30,000 acre-feet for the Phoenix AMA and 26,800 acre-feet for the Pinal AMA for a total cost of $2,306,000.  With regard to receiving the funds, Ms. O’Connell stated that the SNWA had agreed to an alternative method for payment that was based on partial payments rather than payment in full.  Under this alternate method, the AWBA would notify SNWA in December of each year of the funds needed for the following year based on its approved Annual Plan of Operation.  The AWBA could also request additional funds in a given year to take advantage of additional water storage opportunities that may become available to the AWBA.  The AWBA will invoice SNWA until the sum of the $8 million is received.

Interstate Water Banking

Ms. Mitchell reviewed the second quarter interstate accounting report for 2008, which now included actual credits accrued through 2007.  Cumulative credits total 527,447 acre-feet, which accounts for 42 percent of the firming goal, and had cost approximately $94.5 million. Based on the Amended Plan, the AWBA expects to accrue just over 6,000 acre-feet of credits at a cost of approximately $1.2 million in the third quarter of this year.  Storage for interstate purposes had not been included in the original Plan.  Ms. Mitchell also noted that interest that would have accrued on the $100 million resource account through May of 2008 is approximately $13.6 million.  
Call to the Public

Chairman Guenther announced that the December meeting had been rescheduled one week earlier to December 10, 2008 due to a conflict with the Colorado River Water Users Association conference.
Consideration of Action to go into Executive Session of the Authority Commission pursuant to A.R.S. §38-431.03.A.4 to consult with the attorney and staff for the AWBA and consider the AWBA’s position regarding contract negotiations with the Gila River Indian Community on firming.  The discussions and minutes of the executive session shall be kept confidential. 

Chairman Guenther pointed out that the AWBA rarely goes into executive session and that it was only the second time in the history of the AWBA the action was considered.  He noted however, that it was warranted under the circumstances.  

Mr. Mawhinney made a motion to go into executive session.  Gayle Burns provided the second to that motion.  The motion carried.  Chairman Guenther stated open session would not reconvene before 1:00 p.m.

Reconvene in Open Session

Mr. Mawhinney made a motion to reconvene the regular session.  Ms. Burns provided the second to that motion.  The motion carried.

Consideration of Action Related to Items Discussed in Executive Session

There was no action.

The meeting concluded at 1:05 p.m.
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