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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 Timothy S. Bee and Representative Lucy Mason.  

Chairman Guenther informed the Authority that the Legislature, in response to the State’s budget deficit, adopted amendments to H.B. 2209, which cut $12.4 million from the AWBA fund.  Of this amount, $5.5 million was transferred directly to the State’s General Fund and $6.9 million was appropriated from AWBA to ADWR to provide supplemental funding to offset the general fund reductions to its base. The funds were transferred from the Indian firming appropriation received in 2006.  

Approval of Minutes of June 18, 2008 Meeting 

The Authority approved the minutes of the June 17, 2008 meeting.

Water Banking Staff Activities

Virginia O’Connell noted that 2008 deliveries might be somewhat less than projected in the Amended Plan approved earlier in the year and that the decrease would likely be reflected in the Phoenix AMA.  The two main reasons are: 1) the AWBA stepped aside its deliveries to allow the City of Surprise to store 5,700 acre-feet of its CAP Municipal and Industrial (M&I) subcontract water at the Tonopah Desert Recharge Project and, 2) On-River uses are somewhat higher than had been anticipated when the Plan was amended, which may reduce AWBA deliveries by about 9,000 acre-feet.  Pinal AMA deliveries are on target and Tucson AMA deliveries may be tight due to decreased infiltration rates at the Central Arizona Water Conservation District (CAWCD) facilities.

Ms. O’Connell stated that staff had recently received another request to step aside from Oro Valley Water Utility.  She commented that since the AWBA has obligations that need to be met in the Tucson AMA, including the Federal obligation where the AWBA agreed to match the Bureau of Reclamation’s credits in the first year of storage, and because deliveries will be tight as it is, staff did not think it was appropriate to step aside.  Staff also recommended that there be no other step asides for the remainder of the year.  The Authority directed staff to limit future step asides and to evaluate requests on a case-by-case basis.

Ms. O’Connell reviewed the recovery schedule for developing Intentionally Created Unused Apportionment (ICUA) for the Metropolitan Water District of Southern California (Metropolitan) noting that the Central Arizona and Maricopa-Stanfield Irrigation District’s have been doing very well in meeting CAWCD’s recovery schedule of 25,000 acre-feet. A total of 16,519 acre-feet has been recovered through August, which is 400 acre-feet ahead of schedule.  Tom Buschatzke commended the irrigation districts for their outstanding efforts. 

Kim Mitchell noted that the agreements for water storage at the Gila River Indian Irrigation & Drainage District (GRIIDD) Groundwater Savings Facility (GSF) and the Central Avra Valley Storage and Recovery Project (CAVSARP) would expire at the end of the year.  Draft agreements have been provided to the GRIIDD and Tucson Water, respectively, for review.  The CAVSARP draft agreement also includes provisions for the Southern Avra Valley Storage and Recovery Project (SAVSARP), since the AWBA does not yet have a water storage agreement for that facility and it is a part of the larger Clearwater project that includes both facilities.  In addition, the intergovernmental agreement (IGA) between ADWR, CAWCD and the AWBA that establishes the AWBA’s costs for services provided by CAWCD and ADWR is also set for renewal.  A meeting has been scheduled for the end of the month to discuss the details of the agreement.  Final drafts of all the agreements will be provided to the Authority and may be included as potential action items for the next AWBA meeting scheduled for December.

Ms. Mitchell briefed the Authority on meetings attended since June.  In July, ADWR staff and she met with Leah Kritzer, the new budget analyst for the Joint Legislative Budget Committee (JLBC).  Ms. Mitchell gave a presentation on the AWBA’s history and activities, while ADWR staff provided a tour of the Phoenix Active Management (AMA). In August, staff also met with Jamie Hogue, Deputy State Land Commissioner, and Arizona State Land Department (ASLD) staff who wanted to discuss AWBA operations and potential partnership opportunities utilizing their CAP contract.  Lastly in mid-August, representatives from Metropolitan met with staff from ADWR, CAWCD, and the AWBA to discuss the serious water supply issues they were facing and to explore potential opportunities with Arizona to help alleviate the problem.  Discussions are ongoing and involve creating options that could help Metropolitan without doing harm to Arizona water users.  One concept discussed was to leave some AWBA deliveries that are scheduled for underground storage facilities (USFs) on the river for California and in return California would payback Arizona during shortages. The Authority had concerns with this proposal regarding perception since the AWBA would be providing water to California, when members had just agreed to not step aside water deliveries for an Arizona water user.  The Authority suggested that a deal would be more acceptable if California legislatively restored equal priority with Arizona for shortages.  Water would not be at risk and it would be politically acceptable.  The Authority commented that shortage-sharing that would benefit Arizona could be acceptable.

In response to the Authority’s request that staff research the audit requirements for the AWBA with the Office of the Auditor General, Gregg Houtz noted that there are two types of audits: financial and performance.  There is no requirement that the AWBA have either type of audit conducted because the AWBA has a financial arrangement with ADWR’s Finance Department who is audited separately under the sunset provision and there are no statutory requirements for a performance audit.  The AWBA could submit a letter to the Oversight Committee requesting that a performance audit be conducted; however the AWBA would be responsible for its design and cost.  This type of audit is often conducted in response to past performance issues, which has not been a concern for the AWBA. In response to a question from John Mawhinney, Ms. Mitchell stated that ADWR had its last financial audit conducted in the 2000-2001 timeframe and that these audits are generally conducted every ten years.  Mr. Mawhinney requested a copy of ADWR’s last financial audit.
Discussion of Potential CAWCD Policy of Access to Excess Water 

Ms. Mitchell commented that in the last few months there has been increasing concern over the number of entities requesting excess CAP water contracts from CAWCD, which if acted on, could result in very little water left for the AWBA and for the CAGRD with regard to its replenishment reserve obligation.  In response, CAWCD had initial meetings to discuss policies and procedures for making excess water available to the AWBA and CAGRD.  She introduced Larry Dozier (CAWCD) who provided an update on the discussions.  Mr. Dozier noted there were still many unknowns with regard to water availability for the AWBA next year.  The information would be available later in October after all orders are processed.  He discussed the potential for creating a special pool that would precede other excess water users, which is already allowed under statutes governing CAWCD, but may require an amendment to the AWBA statutes.  Another suggestion was that water could be provided under the water distribution guidelines that CAWCD is currently developing.  Mr. Dozier inquired if the Authority preferred to participate in the process by taking the lead, being co-sponsors, or being included at the stakeholder level. The Authority stated they would be interested in being co-sponsors, but also cautioned that the Legislature would need to be informed of the issues to avoid unintended consequences. The Authority also noted that the obligations paper is very useful because it sheds light on the issues and can be used as part of the process for creating a pool.  Mr. Dozier noted there were initial concerns from the agricultural (AG) community because they thought the pool might cut into their supply.  He had assured them that the AG pool was not affected and clarified further that a pool for the AWBA could help to insure water deliveries to GSFs.  Mr. Henley pointed out that it was a positive aspect that CAWCD has increased water orders.  He reminded members that the reason the AWBA is last in receiving CAP water is because the AWBA did not want to discourage users. However, the situation has changed given the AWBA’s current obligations.  Dennis Rule (Tucson Water) had concerns regarding the water availability issue facing the AWBA and CAGRD and commented that he did not think it was the intent of the CAP to allow out-of-state entities to store water at State Demonstration Projects whose intent was to sell the credits in the future for profit. The Authority directed staff to proceed as a joint venture, along with public input, and to evaluate any opportunities with the Legislature.  CAWCD has scheduled a workshop the 22nd of October to discuss this process further.

Discussion of Opportunities for Additional On-River Firming – Resolution 2008-1

Ms. Mitchell informed the Authority that Maureen George provided a letter to Chairman Guenther declaring a conflict of interest with regard to a forthcoming request from the Mohave County Water Authority (MCWA) to amend its Agreement to Firm Future Supplies (Agreement to Firm).  Ms. Mitchell noted that in March, the Authority executed Resolution 2008-1, which memorializes the recommendations put forth in the Director’s Shortage-Sharing Workgroup.  The Resolution describes the establishment of a credit replacement account and also provides the opportunity for additional fourth priority Colorado River M&I water users to enter into a firming agreement with the AWBA.  Staff has since met with Steve Wene, the attorney representing MCWA, to discuss amending the Agreement to Firm to include the Cibola (4,278 acre-feet) and Kingman (3,500 acre-feet) contracts.  A draft of the amended agreement was received two days ago.  Arizona-American Water Company has also inquired into the program.   A “template agreement” could be developed for any new entities that might come in later.  The MCWA would have to agree to any new contracts added to its Agreement to Firm.  Mr. Buschatzke inquired if additional water needed to be stored.  Mr. Henley responded that the AWBA already has the credits, but that they have not been set aside for them in the subaccount.  Mr. Buschatzke noted that entities should be aware of these agreements and understand that without an agreement the general fund credits may not be available to them when they need them.  In response to questions regarding credit availability, Mr. Henley noted that the initial modeling results had determined that 420,000 acre-feet was a reasonable amount of credits for On-River firming.  There is no reason to change this amount, especially since modeling studies that were performed earlier this year indicated that the reasonable number may actually be smaller given the new operations of the reservoirs.  The AWBA has accrued nearly 404,000 acre-feet of credits toward this firming goal.  

Draft 2009 Annual Plan of Operation

Ms. O’Connell noted that the 2009 Draft Plan of Operation (Plan) is very preliminary, since it is unclear how much water will be available for the AWBA.  The delivery schedule (Table 2) was based on funding and storage capacity limitations rather than anticipated supply. The draft Plan estimates delivering about 195,000 acre-feet of water and does not include interstate deliveries.  This is approximately the amount the AWBA started with last year before the 2008 Plan was amended in March.  For 2009, the water delivery rate increased $31 per acre-foot for intrastate deliveries and $14 per acre-foot for interstate deliveries.  Rates have increased in part because CAWCD is beginning to phase out its incentive priced recharge pool. By 2012, incentive recharge water will be equal to the pricing of excess water.  Ms. O’Connell commented that staff is recommending an increase in the cost share paid by GSF operators by $1 to $32 per acre-foot.  Interstate will remain the same at $26 per acre-foot.  Facility costs remain the same, except for West Maricopa Combine, which decreased by $1 per acre-foot.  Facility costs for the Tucson facilities are not known at this time because the water storage agreements are currently under negotiation.  For planning purposes, staff used the annual 3% increase under the current agreement.  The 2009 Draft Plan is estimated to cost approximately $14.1 million.  In addition, the Plan includes the creation of 30,000 acre-feet of ICUA for Metropolitan, leaving about 9,000 acre-feet of credits remaining to be recovered in 2010.  Metropolitan had indicated that it would amend its schedule to take the remaining amount if the opportunity arose.  Mr. Buschatzke pointed out that by accomplishing as much recovery as possible in 2009, it would show that Metropolitan had used all of its water available in Arizona and illustrate its need for acquiring additional water.

Ms. O’Connell briefed the Authority on the AWBA storage partner meetings. In the Pinal AMA, some of the GSF operators indicated that they could take more water if the AWBA had funding available.  They commented that, depending on the effect to their overall budgets, they might be willing to increase their cost share if it would provide them with additional water. An increase in the cost share would have to be applied to all AMAs. Staff suggested waiting until the water supply availability was known.  In the Tucson AMA, Tucson Water staff noted that infiltration rates at SAVSARP have been very good and that they may be able to provide additional storage capacity over the current scheduled amount.  Mr. Buschatzke noted that if Tucson had more capacity available, some of the storage planned for Tonopah Desert could be transferred to Tucson to help them meet their M&I firming goals. At present, all available capacity in the Tucson AMA is being utilized.  Staff was directed to present the 2009 Draft Plan to the public at the Groundwater Users Advisory Council meetings scheduled in the Phoenix, Pinal, and Tucson AMAs.

Interstate Water Banking

Ms. Mitchell briefed the Authority on the Fiscal Year (FY) 2008 Interstate Report to the Joint Legislative Budget Committee (JLBC).  This is the third year that a report has been submitted.  The report identifies the beginning FY balance, account disbursements for water purchases, and the end of FY balance, including accrued interest.  Ms. Burns inquired if the first installment of $23 million from Nevada scheduled for January 2009 could be retained by Nevada.  Staff noted that arrangements could be made since the AWBA was not planning to store water for interstate purposes in 2009.  The Authority supported this idea and commented that the footnote for the table on the last page be revised to state that the payments from Nevada were “scheduled to begin” in 2009. 

Ms. Mitchell reviewed the third quarter interstate accounting report for 2008, noting that approximately 6,000 acre-feet of credits will have accrued during the quarter.  Cumulative estimated credits total 533,536 acre-feet, which accounts for 43 percent of the firming goal. She stated that interest that would have accrued on the $100 million resource account through July of 2008 is approximately $14.2 million.  
Staff had also attended a meeting with the Southern Nevada Water Authority (SNWA), ADWR, and CAWCD last week to discuss future recovery plans.  Ms. Mitchell noted that when the group met last spring, SNWA estimated the earliest it could request water was 2012.  However, SNWA indicated that current estimates could push back its request as much as ten years.  The parties have therefore agreed to develop a concept paper that focuses on the original intent of the Interstate Agreement.  Other items of discussion included: cost sharing of recovery and operating costs, costs associated with new wells and refurbishing existing wells, recovery capabilities in the different AMAs, and the time associated with acquiring recovery well permits from ADWR, including the subsequent time limitations for installing new wells under the permit.  SNWA also conveyed interest in pursuing some dedicated recovery facilities to account for future competition.  By paying the majority of the costs they would have priority for use of the facilities when needed.  CAWCD proposed writing the first draft of the concept paper.
Discussion of Obligations Paper – AWBA Responsibilities and Funding

Ms. Mitchell commented that members had asked staff to develop a paper that identified the AWBA’s responsibilities, status of Bank’s progress in meeting each of the responsibilities, and the funding sources available.  Comments received from members had been incorporated in the text and appendices.  She noted there were some additional comments that would require additional time to incorporate.  These included; 1) including another column in Appendix B that shows the estimated funds needed to meet the goals/obligations, 2) including another appendix that projects excess water availability, which requires modeling, and 3) provide a one-page summary table that shows progress on both obligations and goals, funding sources used, and credits accrued.  The Authority commented that the obligations paper would be very useful as a reference document and should be updated every one or two years as needed.  Beth Miller (Scottsdale) commented she appreciated the report and inquired about the total firming amounts for the Indian Settlements.  Staff responded that negotiations with the GRIC were still ongoing.  Steve Olson (AMWUA) suggested that the report be made available on-line and to the Legislature to illustrate the AWBA’s financial obligations and to help prevent future legislative transfers.  Chairman Guenther stated that it will serve as a heritage document for the AWBA because it lists the statute and contract requirements clearly and will be helpful for future employees of the AWBA.

Discussion of Opportunities for Meeting M&I Firming Goals in Tucson AMA 

Mr. Henley noted that Mr. Mawhinney had contacted staff to discuss other opportunities for meeting M&I firming goals in the Tucson AMA.  Mr. Mawhinney questioned if the AWBA could use future revenue sources to create a revenue stream now, i.e. bonding, to take advantage of water that is currently available.  Mr. Henley responded that it was not allowable under current statute, but that it may be possible to loan money between AMAs by agreement and to pay that money back when it becomes available.  Agreements between the AMAs could also be developed to mutually benefit the AMAs, such as including a recovery component.  Members directed staff to continue pursuing the various opportunities, noting flexibility in meeting firming goals could help to solve the Tucson AMAs firming issues before it becomes an emergency. Dennis Rule (Tucson Water) was agreeable to this idea.

Arizona Water Settlements

Mr. Henley noted that under the Arizona Water Settlements Act (Settlement), the AWBA, acting as agent for the State of Arizona (State), is required to firm up to 15,000 acre-feet per year of Non-Indian Agricultural CAP water during times of shortage.  Staff is still pursuing options on a separate firming agreement with the Gila River Indian Community (GRIC).  In addition, staff provided the GRIC with a draft IGA, which is required for delivering water directly for the purpose of establishing the Southside Replenishment Bank (Bank).  The AWBA must deliver at least 1,000 acre-feet per year, up to 15,000 acre-feet, to establish the Bank.  The IGA describes in detail the procedure the AWBA and the GRIC will follow for delivering water to the GRIC for this purpose.  Mr. Henley commented that deliveries cannot be made without the IGA and that the AWBA has been making a good faith effort to meet this obligation.
Gregg Houtz provided an update on the status of on-going Indian settlement negotiations.  For the White Mountain Apache Tribe (WMAT), Federal Legislation S.3473 was submitted on September 11th to approve a Settlements Act and to allow the Secretary of the Interior (Secretary) to enter into an agreement.  Even if the Legislature reconvenes in a lame duck session, the bill is not expected to pass this year, but would carry over to the new Secretary and Congress in the spring.  Also, Senators Kyl and Thune added an amendment to the Emergency Aids Bill, which provides $2 billion to Indian programs, of which $1 billion is for Indian water rights.  Arizona Settlements might benefit from this program.  Under the WMAT Settlement, the AWBA and the Federal government will share equally a 7,500 acre-foot per year firming obligation for a 100-year period. The enforceability date is October 31, 2013, which would leave time for the AWBA to develop a firming plan.  All of the water under the WMAT Settlement requiring firming will be leased by the Phoenix valley cities, therefore the AWBA will be required to firm those leases to M&I priority.  All of the parties had signed off on the agreement except for Freeport-McMoRan who, before signing off, is still trying to resolve matters related to diversions on the Black River.  Mr. Buschatzke noted there was a hearing on September 11th on S.3128, the WMAT Rural Water System Loan Authorization Act, which includes $9.8 million to accelerate planning and design of the Miner Flat Dam project.  The bill could pass before the Legislature and if so, could enhance opportunities for passage of S. 3473. 

Mr. Houtz discussed further that negotiations were still ongoing with regard to the Northeastern Arizona Settlement (Navajo/Hopi) and that he did not anticipate legislation during this Congress. However, there is the possibility that it could be introduced if there is a lame duck session.

AWBA Commission Member Terms

Ms. Mitchell pointed out that three of the AWBA Commission members’ terms will expire in January, 2009.  All three members, Mr. Mawhinney, Ms. George, and Mr. Buschatzke, have indicated interest in re-appointments to the Commission.  A letter is being drafted from the Director of DWR to the Governor’s office that would recommend their reappointments.  There were no further comments.

Call to the Public

Chairman Guenther reminded the Authority and the public 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.

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

The meeting concluded at 12:10 p.m.
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