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Draft Summary of AWBA Meeting

December 16, 2009

I. Welcome/Opening Remarks

Chairman Herb Guenther welcomed the attendees.  All members of the Authority were present except for ex-officio members, Senator Steve Pierce and Representative Kirk Adams.   

II. Approval of Minutes

The Authority approved the minutes of the September 16, 2009, November 12, 2009, and November 23, 2009 meetings.

III. Staff Activities

Virginia O’Connell briefed the Commission on AWBA water deliveries for calendar year 2009.  She noted that the delivery schedule had been revised based on the Amended Plan of Operation approved on November 12th.  The Amended Plan includes 40,000 acre-feet of intentionally created unused apportionment (ICUA) from Nevada delivered for interstate storage.  Delivery of this water began in November.  Total deliveries for 2009 are estimated at 182,000 acre-feet:  109,000 acre-feet for intrastate and 73,000 acre-feet for interstate.

Ms. O’Connell reviewed the recovery schedule for developing ICUA for the Metropolitan Water District of Southern California (Metropolitan).  The Central Arizona Water Conservation District (CAWCD) reduced its scheduled recovery from 30,000 acre-feet to 27,500 acre-feet at Metropolitan’s request.  Metropolitan requested less ICUA because of an unexpected change in its water supply portfolio.  This leaves approximately 8,200 acre-feet of remaining long-term storage credits (credits) that will be recovered and ICUA developed in 2010.

Kim Mitchell provided an update on staff meetings. She noted that Aaron Galeener, the new budget analyst from the Joint Legislative Budget Committee (JLBC) and Thomas McNamara, budget analyst from the Office of Strategic Planning and Budget (OSPB), recently visited the Department of Water Resources (ADWR) to familiarize themselves with ADWR activities.  Ms. Mitchell had given a 30 minute presentation on AWBA operations, funding, and obligations, emphasizing that the AWBA is a separate agency from ADWR.  ADWR staff also provided a tour of the Phoenix Active Management Area (AMA) of various points of interests.

Ms. Mitchell also briefed the Commission on the status of the AWBA’s proposed legislative amendment.  The amendment clarifies the AWBA’s ability to participate in excess water pools created by CAWCD for AWBA purposes.  Senator Steve Pierce is sponsoring the bill and is currently seeking co-sponsors.  Staff anticipates the bill will be introduced in the next regular session.  The proposed amendment and updated fact sheet reflecting CAWCD’s current policy are posted on the AWBA’s website. 

Gregg Houtz provided an update on Indian settlements.  Senate Bill S. 313, the White Mountain Apache Tribe (WMAT) Water Rights Quantification Act, introduced by Senator Jon Kyl, has been reported out of Committee.  A similar House version, introduced by Representative Ann Kirkpatrick, has also been reported out of Committee.  A House floor vote on the bill is expected this month.  A two-thirds vote is required to pass.  The settlement will require an equal firming obligation between the Federal government and the AWBA.  The enforceability date has been pushed back to 2020 for scoring purposes.  Funds from the Arizona Water Settlements Act have been authorized to be utilized for the WMAT project.  Negotiations on the Navajo Nation/ Hopi Tribe settlement remain ongoing.  

Gregg Houtz also provided an update on the litigation regarding the legislative transfer of funds from the Nevada Resource subaccount.  CAWCD had filed a special action with the Supreme Court, which was denied with no comment.  The CAWCD Board of Directors authorized its attorney to the refile the lawsuit in Superior Court.  It may be filed soon.
IV. Discussion and Potential Action on Proposed ADWR Self Funding Fees

Chairman Guenther recused himself from the discussions.  Tim Henley informed the Commission that ADWR had held a public meeting to discuss different self-funding options, as directed by the Governor’s office.  He noted that Option 3 of the options provided, included either increasing groundwater withdrawal fees to the $5/acre-foot statutory maximum or temporarily redirecting existing withdrawal fees that are used by the AWBA ($2.50/acre-foot) to ADWR to provide a bridge until sufficient revenue is collected.  The latter would require a legislative amendment to current statute, which could take time.  There is also a time lapse in collecting these fees since they are based on the previous year’s use.  

Mr. Henley commented that the loss of withdrawal fees, even temporarily, would jeopardize the AWBA.  The AWBA is authorized to use this funding source to support its Administration subaccount.  Absent General Fund appropriations, withdrawal fees are the only funds available in the Arizona Water Banking Fund (Banking Fund) that can be used to meet administrative expenses. Without withdrawal fees, the AWBA would not be able to approve a budget, which includes the cost of services paid to ADWR. In addition, because withdrawal fees collected in the Pinal AMA are the only funds that can be used to purchase and deliver water to the Southside Replenishment Bank, it would directly impact the AWBA’s ability to meet this obligation.  

Mr. Henley pointed out that the AWBA was created to ensure that Arizona’s full entitlement of Colorado River water is utilized.  The AWBA has been effective in doing so through the use of withdrawal fees, particularly in the Pinal AMA where half of the storage is contributed to the expenditure of these funds.  Storage in the Pinal AMA occurs at groundwater savings facilities (GSFs), which is the least expensive method for storing water.  Without withdrawal fees, deliveries to the irrigation districts/GSFs in the Pinal AMA would be limited and could result in water left on the river.  While the impact of the loss of withdrawal fees in the Tucson AMA is not as dramatic, since fewer fees are collected, it could be more important because withdrawal fees are needed to help meet the firming goal in that AMA.

Mr. Henley noted that over the last several years, the AWBA has been a buffer for ADWR to avoid spending reductions.  He clarified that the AWBA is a separate entity from ADWR and that the purpose of the Banking Fund is not to support another state agency.  

Tom Buschatzke noted that the irrigation districts that rely on CAWCD’s agricultural incentive rates for meeting CAWCD recovery goals could also be impacted.  He also noted that other CAP customers have indicated they could potentially support the use of ad valorem tax funds in addition to withdrawal fees for Indian firming purposes.  ADWR’s proposal could put that process at risk and as a result, put the AWBA further behind in meeting its obligations.

The Commission directed staff to submit a comment letter to ADWR that addresses the AWBA’s concerns on the proposed self-funding fee strategies and to provide copies of the letter to appropriate legislators, Mike Anable, and the governor’s office. 

V. Cortaro-Marana Irrigation District Water Storage Agreement

Ms. O’Connell briefed the Commission on the draft agreement for water storage at the Cortaro-Marana Irrigation District (CMID) Groundwater Savings Facility (GSF).  She noted that it is a standard AWBA agreement for GSFs located in an Active Management Area (AMA).  As such, the agreement will expire on December 31, 2011 simultaneous with the AWBA’s other standard GSF agreements.  In addition, as with all of the standard agreements, it also includes recovery provisions.  These provisions will be further addressed in the future with the AWBA’s recovery agent.  Ms. O’Connell noted that the Cortaro Water Users Association (CWUA) Board of Directors, the authorized agent for CMID, approved the agreement for signature at their Board meeting on December 8, 2009.  John Mawhinney commented that the limited term of the agreement would provide an opportunity to examine the effectiveness of the new pricing structure.  Storage at the facility should help with regard to meeting the Tucson AMA’s firming goal.  He made a motion to authorize Chairman Guenther to sign the agreement following signature by CWUA.  Mr. Buschatzke provided the second to that motion.  The motion carried.

VI. Discussion and Approval of 2010 Annual Plan of Operation

Ms. Mitchell provided a brief overview of 2009 activities before reviewing the 2010 Annual Plan of Operation (Plan).  The delivery schedule, Table 2, identifies nearly 153,000 acre-feet of storage within the three AMAs.  There are no interstate deliveries planned for 2010. She noted that Table 2 has a new section that identifies direct deliveries (non-recharge) for meeting Southside Replenishment obligations. The Plan identifies delivery of 1,000 acre-feet to the Southside Replenishment Bank. This is the minimum amount that the AWBA must deliver annually until 15,000 acre-feet have been delivered.  Ms. Mitchell pointed out that it is also the first year that the Plan incorporates different cost shares paid by GSF operators.  The cost share for the Phoenix and Pinal AMAs is $33/acre-foot and the cost share for the Tucson AMA is $15/acre-foot.

Ms. Mitchell noted the 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.  Comments received from the public were incorporated into the Plan where appropriate.  Additional comments included concerns over funding and the ability for the AWBA to achieve its goals and obligations.  Ms. Mitchell informed the Commission that staff had also received a letter from the City of Mesa requesting that the AWBA shift its underground storage facility (USF) deliveries to the latter part of the year so that if subcontractors needed additional water through the course of the year, those deliveries could be fulfilled.  She noted that the points made in the letter are directed more at CAWCD’s policy for distributing water.  

Larry Dozier (CAWCD) commented that Mesa’s letter was prompted from its need for additional water because its customers used more than had been scheduled earlier on. He clarified that while M&I subcontractors have a higher priority when placing orders in October, after those orders are approved, deliveries to junior customers should not be disrupted.  Mr. Dozier also clarified that deliveries to USFs are scheduled earlier in the year to provide operational flexibility. The utilization of USFs early on ensures that storage capacity is available for water that might become available later in the year.  Mr. Buschatzke inquired if shifting USF deliveries could result in water left on the river or water not stored for Nevada.  Mr. Dozier responded that it could, noting that additional water has become available in December nearly every year.  Mr. Buschatzke inquired if CAWCD’s remarketing policy made water available to all subcontractors ahead of the AWBA.  Mr. Dozier responded that it did, but that Mesa did not request water when it was made available through that process.   Brian Draper (City of Mesa) clarified that the intent of Mesa’s comments is that AWBA storage be evenly distributed. Under the proposed Plan, 70 percent of the deliveries occur in the first half of the year.  He noted that Mesa is concerned water may not be available if it has to amend its own schedule.  Mr. Dozier commented that CAWCD staff is in the process of developing a policy for providing a “cushion” of water to its subcontractors that can be requested due to unexpected changes in their demand.  Mr. Buschatzke requested that the AWBA be kept informed on the stakeholder process.  Chairman Guenther directed staff to draft a response letter to Mesa in coordination with CAWCD. 

Maureen George inquired if recovery was considered when storage locations were chosen.  Mr. Henley commented that deliveries were planned based on storage capacity available to the AWBA.  However, while not intentional, storage is occurring in areas identified for recovery in CAWCD’s proposed recovery planning.

Ms. George made a motion to approve the 2010 Plan.  Mr. Mawhinney provided the second to that motion.  The motion carried.  Commission members also noted that to the extent additional water becomes available, shortage reparations funds should be utilized.

VII. Discussion and Approval of CY 2010 Water Delivery Budget 

Ms. Mitchell reviewed estimated revenues, recharge rates, and planned expenditures for the 2010 Water Delivery Budget.  The total cost of the Plan is $20.4 million.  Of this amount, $3.7 million will be expended from withdrawal fee revenues held by the AWBA, and $16.7 million will be offset by CAWCD using the ad valorem tax.  All estimated withdrawal fee revenues are expended.  The 2010 Plan does not include deliveries for interstate purposes.  However, if interstate water becomes available later in the year, funding will be requested from Nevada.  Mr. Houtz clarified that the AWBA’s Authorized Representative has the authority to request that Nevada retain the operating funds until water is available for storage.
Lisa Atkins made a motion to adopt the AWBA Water Delivery Budget for Calendar Year 2010.  Mr. Buschatzke provided the second to that motion.  The motion carried.

VIII. On-River Firming [Discussed as agenda item #9]  

Maureen George recused herself from the discussions.  Ms. Mitchell provided a briefing paper that summarized previous discussions on amending the Agreement to Firm Future Supplies (Agreement to Firm).  The Mohave County Water Authority (MCWA) had initially requested amending the Agreement to Firm to recognize acquisition of additional water and to reflect resulting changes in entitlements.  Following adoption of Resolution 2008-1 that establishes a MCWA replacement account, MCWA requested that additional provisions be incorporated into the amended agreement.  The Commission decided at that time not to take action, and to date, has not moved forward.  Ms. Mitchell noted that staff was bringing back for discussion, possible amendments to the Agreement to Firm that focus on the original the changes requested by MCWA.  She commented that Tom Griffin, representing MCWA, was in agreement with the types of changes being discussed. The Commission directed staff to move forward on potential amendments to the Agreement to Firm.
Ms. Mitchell pointed out that firming for other fourth priority on-river M&I users outside of Mohave County also needed an opportunity to contract with the AWBA.  She recommended adopting a resolution that would outline a procedure for contracting with the AWBA, i.e. any contract would be on the same terms as provided in the Agreement to Firm.  Mr. Buschatzke inquired how much water needed to be firmed for these other users.  Mr. Henley responded that of the total firming goal of 420,000 acre-feet, 15,000 acre-feet was not covered by the Agreement to Firm.  These entities had an opportunity to contract with the AWBA in the past, but because they were not settled on how they wanted to firm supplies, they did not want to enter into a contract. The Commission directed staff to develop a resolution for firming other on-river M&I users.
IX. Interstate Water Banking [Discussed as agenda item #8]
Mr. Henley reviewed the fourth quarter interstate accounting table for 2009.  He noted that an estimated 68,100 acre-feet of credits would be accrued by the end of the year. Cumulative estimated credits total 595,620 acre-feet, which accounts for 48 percent of the firming goal.  Mr. Henley commented that while the year-end balance for the Nevada Operating subaccount currently shows a negative balance, upon completion of CAWCD’s water delivery cost reconciliation, the first quarter balance for 2010 will show a positive amount.  Additional funds, if needed, would not be requested until next year.

Mr. Henley provided an update on the draft interstate recovery agreement.  He noted that CAWCD staff also presented the draft agreement to its Board of Directors at their December meeting.  Examples of how the provisions would work are still being developed and will be provided when completed.  The agreement could potentially be presented for action at CAWCD’s March meeting.  John Entsminger (SNWA) commented that staff from all the parties made good progress at the Colorado River Water Users Association meeting and that the agreement, including examples, was nearly complete.   He encouraged any comments on the draft agreement. 

Mr. Mawhiney inquired if the 40,000 acre-feet of Nevada’s ICUA was part of the Interstate agreement.  Mr. Henley responded that it was and that Nevada could potentially provide ICUA again in 2010. This is a good example for storing water earlier in the year.  Ms. George had concerns regarding approval of an interstate recovery agreement before Arizona’s recovery plans are completed.  She commented that the interstate agreement should comply with and be drafted in relationship to the intrastate recovery agreement.
Mr. Henley also provided an update on the acquisition of additional supplies to assist the AWBA in meeting its interstate obligations.  Mr. Henley provided a scope of activities that could be undertaken in the January-March timeframe.  The scope focuses primarily on evaluating on-river supplies that may be available to the AWBA. Other opportunities could be pursued in the future. Some of these opportunities are more temporary and may not benefit the AWBA in the near future.  Mr. Henley noted that the scope of work would entail hiring a consultant.  CAWCD has indicated that they could hire the consultant instead since the scope identifies activities similar to their own needs.  If CAWCD does not hire a consultant, AWBA staff may come back to the Commission to ask ADWR to amend its cost of services to include a consultant. 
Mr. Mawhinney noted that water supplies were becoming a diminishing resource and questioned if the AWBA would be entering into a bidding war with CAWCD’s ADD Water process.  He also inquired if the acquisition of on-river supplies would be subject to the provisions of Central Arizona Project water.  Mr. Henley responded that these were some of the questions that will be researched and firmer answers provided in March.  The questions and answers will be in matrix format and used for the basis of the discussions.  The Commission directed staff to schedule a workshop to provide a better forum for discussing the options.  Mr. Henely suggested a potential joint workshop with the CAWCD Board of Directors.  A discussion paper will be provided early in March prior to the meeting.  Mr. Henley recommended that the Commission members provide comments on the materials provided so that they can be included in the paper.
X. Call to the Public

There were no additional comments.

The meeting adjourned at 10:45 a.m. 

� Please note that these are not formal minutes but a summary of discussion and action of the meeting.  Official minutes are prepared prior to the next Authority meeting and are approved at that meeting.
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