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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 Kirk Adams.  

Chairman Guenther sadly announced the passing of Marvin Cohen, noting he was a friend of the AWBA and acknowledged his many contributions, not only to the water community, but to diverse interests, including the arts. 

Approval of Minutes of April 1, 2009 and April 28, 2009 Meetings

The Authority approved the minutes of the April 1, 2009 and April 28, 2009 meetings.

Staff Activities

Virginia O’Connell provided an overview of AWBA water deliveries for calendar year 2009.  Deliveries are on track.  Ms. O’Connell also reviewed the recovery schedule for developing Intentionally Created Unused Apportionment (ICUA) for the Metropolitan Water District of Southern California (Metropolitan).  Recovery is ahead of schedule.

Ms. O’Connell noted that the Department of Water Resources (ADWR) is gearing up for its Fourth Management Plan. She has been assisting ADWR staff by providing historic water storage data and projections for the AWBA’s future water use.

Kim Mitchell updated the Authority on the Governor’s and Legislature’s budget proposals for fiscal year (FY) 2010.  Both budgets restore ADWR’s base appropriations without transferring funds from the AWBA.  The Governor’s budget proposes a transfer of $5.4 million from the Arizona Water Banking Fund (AWB Fund) to the General Fund, while Senate Bill (SB) 1188 proposes a transfer of $4 million.  Ms. Mitchell noted that previous guidance to staff with regard to transfers was to protect funds in the Nevada subaccount, thus staff reconciled the Water Banking fund subaccounts to minimize the impact on the Nevada subaccount in response to budget reductions for FY 2009.  She asked the Commission for direction on the strategy for addressing the current proposed reductions.  The Commission directed staff to include the issue as an agenda item for the next quarterly meeting in September so that it could be discussed in conjunction with the AWBA’s obligations and the development of the 2010 Plan of Operation (Plan). Tim Henley commented that any legislative transfers would likely occur before September’s meeting and would come from the Nevada subaccount since it is the only fund with sufficient funds to cover the proposed transfers.  He noted that staff would proceed by developing the 2010 Plan as usual, utilizing available funds for intrastate deliveries before including deliveries for interstate purposes.  The preliminary Plan could be changed in September based on the Authority’s direction.  

Lisa Atkins inquired if staff had received any written comments of the AWBA’s position statement letter.  Ms. Mitchell responded that no comments had been received.  Chairman Guenther noted he would continue to recuse himself from decisions on this issue, but not from the discussions.  He also commented that the position of AWBA had been put forward in his meetings with the Legislature as Director of ADWR.  John Mawhinney commented that based on his recent meetings, the Legislature is unaware of the purpose and activities of AWBA.  He pointed out that at the last AWBA meeting he had suggested using a different type of forum for providing information to the Legislature to overcome this issue and to continue these efforts on a regular basis.  Mr. Mawhinney also inquired if the AWBA would need legislative authorization to utilize the excess CAP water pool recently created by CAWCD and if so, suggested submitting legislation in September.  Chairman Guenther noted that the Legislature has been busy with the State budget, but that the AWBA could establish an active program for discussing the AWBA and its activities at independent briefings.  Senator Steve Pierce agreed there was little education on water related issues and encouraged opportunities for providing information. Gregg Houtz noted that the AWBA could participate in the pool, but advocated legislation to avoid any legal challenges.  Tom Buschatzke commented that he also favored pursuing legislation, but also encouraged the use of the pool because there was no opposition to the creation of pools. CAWCD’s process was very public and entities that supported CAWCD’s policy would likely support the legislation as well. Senator Pierce noted that water was a critical issue and that he would support and assist with the AWBA’s legislation.

Ms. Mitchell informed the Authority that the Water Storage Agreement between the AWBA and City of Tucson for storage at the Central and Southern Avra Valley Storage and Recovery Projects (CAVSARP/SAVSARP) has been fully executed.  Chairman Guenther noted these facilities were also referred to as the Clearwater facility.  

Ms. Mitchell noted that the AWBA has, for the second year, certified the creation of ICUA for Metropolitan.   A total of 28,442 AF of ICUA was created in 2008 utilizing the two methods identified in the Amended Letter Agreement for Creation of ICUA: 27,442 acre-feet of Long-term Storage Credits (credits) were recovered by CAWCD and 1,000 AF of credits were exchanged with the Central Arizona Groundwater Replenishment District (CAGRD) utilizing the credit exchange method.  Metropolitan requested 30,000 acre-feet of ICUA for 2009 leaving a balance of approximately 6,000 acre-feet of credits remaining at the end of the year.

Ms. Mitchell also informed the Authority that the CAWCD Board adopted a resolution at its last meeting to levy the ad valorem tax rate for water storage for the 2009-2010 tax year at 4 cent per $100 of assessed value on all taxable property within the three-county service area.  Taxes levied will be deposited in the District fund and be used to offset the annual water delivery charges to the Bank for water storage.

Also at that CAWCD Board meeting, a question was raised on the auditing requirements of the AWBA.  Ms. Mitchell suggested that since staff had explored this matter in some detail last year, a written response from Chairman Guenther to President Bitter Smith could be provided that includes staff’s discussions with the Auditor General and that outlines the AWBA’s long-term storage credit and financial accounting processes.  Mr. Mawhinney commented that the concern raised at the CAWCD board meeting could be because of a lack of confidence on how funds are expended.  Two points should be made clear: 1) the AWBA is independent of CAWCD, just like ADWR, and 2) everything the AWBA does is in concert with CAWCD.  He added that if there is concern, the AWBA should make them comfortable and suggested that it might be better to ask Ms. Atkins what type of information would serve that purpose.  He also suggested that even if a cost was involved, the AWBA should pursue every attempt to make the CAWCD Board comfortable.  Chairman Guenther agreed that the AWBA should pursue every opportunity.  Larry Dozier noted that it was a minority that raised concern and an issue more of perception. The AWBA’s Annual Report clearly identifies use of funds. He suggested that individual Board members could meet with AWBA staff to discuss the issue. 
Gregg Houtz provided an update on Indian settlement negotiations.  Senate Bill S. 313, the White Mountain Apache Tribe Water Rights Quantification Act, has been introduced by Senator Jon Kyl. Staff mark-up is anticipated by early July.  Representative Ann Kirkpatrick has introduced the House version, however, hearings have not been held.  The bill may be enacted late this year or early next year.  Mr. Houtz noted that the AWBA should have a better understanding of its future firming obligation of 8,724 acre-feet of non-Indian agricultural water, since the settlement will require the AWBA to firm 3,750 acre-feet of the obligation.  Settlement water will be leased to valley cities immediately upon enforceability of the settlement, meaning the water must be available at that time.  Negotiations on the Navajo Nation/ Hopi Tribe settlement remain ongoing.  Chairman Guenther commented that the group was working with Sen. Kyl on additional requests for information.

CAWCD Policy for Access to Excess
Ken Seasholes (CAWCD) gave a presentation on CAWCD’s Procedure to Distribute Excess Water in 2010 through 2014, policy adopted June 4, 2009.  The policy establishes four separate pools for Excess CAP water in addition to the Agricultural Settlement Pool, which is separate and distinct from the policy. The four pools include a CAWCD annual replenishment pool capped at 35,000 acre-feet, a municipal pool, an industrial and other uses pool, and a fixed pool of 175,000 acre-feet to be shared by the AWBA and the CAGRD for its replenishment reserve purposes.  The AWBA may use this water for any authorized purpose.  In response to questions from the Commission on the priority of the pools, Mr. Seasholes noted that if Excess CAP supplies are reduced, the municipal and industrial/other pools would share the reduction.  He commented that there was some uncertainty for water orders for 2010.  It is possible the municipal and industrial/other pools will not be fully subscribed given financial difficulty; therefore there could be more water available to the AWBA.

2008 Annual Report

Ms. Mitchell reviewed the statutory requirements regarding the AWBA’s submittal of the Annual Report (Report) and provided a brief overview of the AWBA’s activities for 2008, including progress made toward meeting goals and obligations.  Maureen George commented that with regard to shortage sharing within Arizona, contrary to the statement in the Annual Report it was her opinion that the Basin States Agreement incorporated “all” of Arizona’s recommendations on shortage-sharing strategies, but that she would not oppose the current language because the in-state shortage-sharing agreement speaks for itself.
Virginia O’Connell outlined the components of the Ten-Year Plan, which covers the time period 2010-2019.  She noted that unlike previous years, water availability was based on CAWCD’s new water distribution policy.  She clarified that while the policy is for a five-year period, the ten-year plan assumes the policy will continue for the entire period. In response to questions from the Authority concerning the AWBA’s ability to use the pool, Mr. Henley noted that the AWBA could utilize the pool created for the AWBA because it meets the intent of the statute.  CAWCD has the authority to establish pools. By limiting the amounts in the other pools, the AWBA pool is considered last. The AWBA is guided further by statute in how it can utilize the pool, i.e. interstate deliveries must be last.  Chairman Guenther questioned if the AWBA could be challenged. Staff commented that it was possible and to remove that possibility the AWBA had drafted legislation to address the issue.  The legislation was not pursued in this session, but staff will attempt to work with the Legislature to get the bill introduced in the next session.  Ms. George inquired if the AWBA could partner with someone who could store that would resolve the issue. Lisa Atkins responded that she felt CAWCD could fulfill that role.
Tom Buschatzke made a motion to approve the 2008 Annual Report and Ten-Year Plan as submitted.  Ms George provided the second to that motion.  The motion carried. 

Ms. George made a motion to submit the 2008 Annual Report and Ten-Year Plan to the Governor, Speaker of the House and President of the Senate, pursuant to statute.  Mr. Buschatzke provided the second to that motion.  The motion carried.
FY 2010 Administrative Budget

Ms. Mitchell briefed Authority members on the actual expenditures for Fiscal Year (FY) 2009.  Expenditures were under budget since an administrative assistant position had remained vacant and travel expenditures were less than anticipated.  The proposed FY 2010 Administrative Budget is approximately $524,000, which is less than the previous year’s approved budget because it does not include funding for an administrative assistant and funding for travel and equipment have decreased. She reminded the Authority that administrative costs are paid from the administrative account, which is funded from interest earned on the other AWBA accounts.  The current balance is sufficient to pay the projected administrative costs for FY 2010.
Mr. Buschatzke made a motion to adopt the AWBA Administrative Budget for Fiscal Year 2010 as presented with any minor or technical changes.  Ms. Atkins provided the second to that motion.  The motion carried.

Potential approval of the Chairman to sign the Intergovernmental Agreement between the AWBA and the Gila River Indian Community 

Ms. Mitchell noted that at the last meeting, the Authority approved the current form of the Intergovernmental Agreement (IGA) between the AWBA and the Gila River Indian Community (GRIC), but postponed action until the GRIC had approved the agreement. She commented that the IGA must be in place before any water is delivered for replenishment purposes. Staff provided a brief overview of the Southside Replenishment Program, which is a program designed for the protection of groundwater.  The State is required to replenish any use of groundwater that exceeds the amounts established for the Protection Zones.   Under the program, the AWBA is also required to establish the Southside Replenishment Bank (Bank), which is established through the delivery of 1,000 acre-feet per year to the GRIC up to 15,000 acre-feet.  The Bank acts as a buffer for those times when replenishment is required to offset groundwater pumping in the various zones.  Once established, the Bank must remain above 5,000 acre-feet.  Ms. Mitchell informed the Authority that the Community Council had passed a resolution authorizing the IGA.  There were no substantive changes.  Mr. Buschatzke noted that this program had been championed by Mr. Cohen and made a motion to authorize Chairman Guenther to sign the IGA between the AWBA and the GRIC as submitted.  Ms. Atkins provided the second to that motion.  The motion carried.

Differential Pricing for GSFs in Tucson AMA 

Mr. Henley noted that the issue of differential pricing of the cost share paid by groundwater savings facility (GSF) operators has been discussed several times.  The AWBA has historically decided against setting different rates between Active Management Areas (AMAs).  A recent exception however, is the cost share of $20 per acre-foot paid by the GRIC, which is actually tied to the settlement.  The Tucson AMA is in a unique situation because funding is not sufficient for meeting the M&I firming goal.  Storage at GSFs is less expensive than underground storage facilities (USFs), therefore more credits could be accrued.  However, there has been little interest in GSF partnerships with the AWBA in Tucson because groundwater pumping costs in that AMA have been much lower than the cost share.  

Mr. Henley commented that the Authority had asked staff to evaluate the potential for GSF opportunities in the Tucson AMA through the use of differential pricing.  At the last meeting staff reported that a reduced cost share could encourage some GSF partnerships and that while progress toward the firming goal would be small, there was some benefit.  He added that the Tucson Groundwater Users Advisory Council was supportive of the idea.  Ms. Atkins inquired if the Tucson AMA GSFs were fully subscribed.  Staff responded that the Cortaro-Marana GSF was not fully utilized, but that the AWBA would need a water storage agreement to store at that facility.  Mr. Buschatzke noted that the AWBA’s storage cost would increase in relation to other GSFs, but that it would be less than USFs.  He questioned if there were any implications shifting from USFs to GSFs.  Mr. Henley noted that the location of the GSF could be a factor, but the amount of storage would be low.  There are however, some GSFs located near the USFs to the north where the AWBA also stores water.  Mr. Mawhinney commented that while the use of GSFs did not solve the problem, it would help.  Another benefit was that CAP water rather than groundwater would be used for agriculture. He suggested a pilot project to evaluate potential long-term effects.  In response to questions from the Authority regarding funding sources, Mr. Henley noted that funds expended for storage would be from the Tucson AMA and Pima County subaccounts.  The Authority directed staff to pursue GSF storage opportunities in the Tucson AMA.  Paul Orme (attorney representing Maricopa-Stanfield and Central Arizona Irrigation and Drainage Districts) expressed concern, but commented that as long as funding was available and the Pinal AMA irrigation districts were not affected, he did not have an issue with differential pricing for the Tucson AMA GSFs.

Interstate Water Banking

Mr. Henley noted that at the last meeting the Authority approved the Second Amended Agreement for Interstate Water Banking (Second Amended Agreement).  However, because of issues concerning the provision for an Authorized Representative (AR), staff was directed to develop a policy that identifies and outlines the duties of an AR.  He reviewed Policy Guidance Statement #1(Policy), which states that 1) the Commission will determine which contracts will have a provision for an AR, 2)  the Chairman is the AR, unless he or she nominates an alternative Commission member who must be approved by the majority, 3) the Commission will provide specific direction to the AR on how to perform his or her duties under the agreement, and 4) the AR must consult with Commission members before agreeing to modify or amend any contracts, and if the proposed amendment is outside of the original direction, it must be presented to the Commission for formal action.   Mr. Henley commented that the AR would be identified at the time an agreement is approved.  As an example, at the last meeting, Chairman Guenther was given the authority to sign the letter modifying the payment schedule for interstate monies.  Ms. George commented that the Second Amended Agreement did not address specific direction and inquired if the Commission would need to meet again if other changes were needed, noting that this would be counter to the operational flexibility intended.  Mr. Henley responded that it was his understanding the AR would contact each member individually to discuss the changes and that if one member disagreed, it would necessitate a formal action by the Commission.  Mr. Houtz cautioned against violating the open meeting laws through a serial quorum.  Mr. Buschatzke suggested developing a list of duties the AR could perform so that operational flexibility is maintained.  Mr. Houtz pointed out that at this time, the Commission only authorized the AR to do one thing, which was to modify the 2009 payment schedule. If the AR wanted to do more it would not be authorized without permission.
Bill Rinne (Director of Surface Water Resources, SNWA) addressed the Commission, stating he thought the Second Amended Agreement provided reasonable operational flexibility to serve both parties and that the General Manager of SNWA, whose role is comparable to that of the AR, had guidance limits. The responsibilities of the AR are an internal matter with Arizona.  He commented that Nevada appreciated its working relationship with Arizona and noted that while Nevada respected Arizona’s dialogue for a third amended agreement, he encouraged the Commission to preserve the Second Amended Agreement because it was timely and because Nevada had no intent to make substantive changes to the agreement. 

Mr. Houtz suggested that staff could prepare a resolution that clearly defines the AR for the Second Amended Agreement and that states the AR cannot change the required payments.  The Commission members concurred.  Chairman Guenther directed staff to prepare a resolution for the September meeting that identifies the responsibilities of the AR specific to the Second Amended Agreement.  The discussion and potential submittal of a Third Amended Agreement for Interstate Water Banking to Nevada would continue to be carried over as an alternative option to address the issue.

Mr. Henley reviewed the second quarter interstate accounting report for 2009.  The report has been modified to include estimates on fund activity for the operating subaccount in addition to the resource subaccount.  The AWBA could request approximately $2.9 million from Nevada to be deposited to the operating subaccount to pay for 2009 deliveries.  The resource subaccount has a balance of approximately $11 million. 
Mr. Henley also provided an update on staff discussions with CAWCD regarding the acquisition of additional supplies for interstate storage.  Current statute does not allow the AWBA to directly enter into an agreement for the purchase of land or water rights.  However, the AWBA could partner with a third party, such as CAWCD, and provide funding to pay for a lease or to fallow land.   A formal process for a request for proposals would also be required.  Larry Dozier (CAWCD) commented that the acquisition of additional supplies could possibly be done in conjunction with ADDWATER or the CAGRD.   He noted there have been some staff level discussions with the Yuma area water group.  However, the acquisition of a water right has not been actively pursued at this time because it is a major policy issue; however CAWCD is ready to take the next step.  CAWCD staff will discuss potential options, including yield, costs, etc., with AWBA staff as available. 

Call to the Public

There were no additional comments.

The meeting adjourned at 12:30 p.m. 
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