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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.  Maureen George attended via teleconference.  Chairman Guenther announced the new chief counsel for the Arizona Department of Water Resources (ADWR), Ken Slowinski, noting he would be attending AWBA meetings on occasion. 

Approval of Minutes of June 17, 2009 Meeting

The Authority approved the minutes of the June 17, 2009 meeting.

Staff Activities

Virginia O’Connell briefed the Commission on AWBA water deliveries for calendar year 2009.  She noted that intrastate deliveries were nearly complete.  All scheduled deliveries for the Pinal and Tucson AMAs have been made.  There are approximately 13,000 acre-feet of deliveries remaining for the Phoenix AMA, which are scheduled for Groundwater Savings Facilities (GSF).  She reminded the Commission that the 2009 Plan of Operation had been amended last April to reclassify 25,000 acre-feet of intrastate deliveries to the Pinal AMA as interstate.  The GSFs have started to take those deliveries.  A little over 9,000 acre-feet have been delivered, leaving approximately 15,000 acre-feet for the remainder of the year.

Ms. O’Connell informed the Commission that the Central Arizona Water Conservation District (CAWCD) indicated they would be analyzing their customer’s water supply needs now that the peak of the summer has passed; whether entities would be turning back water or needing additional supplies.  Depending on the outcome, additional water could become available for remarketing or for the AWBA.

Ms. O’Connell also pointed out that it is the time of year that staff often receives requests from other CAP water users for the AWBA to step aside on its water deliveries.  She reiterated that the AWBA only had GSF deliveries scheduled for the remainder of the year and clarified that these are different from deliveries to underground storage facilities because they are a direct use of water.  The irrigation districts have incorporated use of the AWBA’s in-lieu water into their farming operations.  Ms. O’Connell stated that based on this fact, it does not appear there is opportunity for the AWBA to step aside this year.  Tom Buschatzke inquired if the AWBA had ever turned down a request for a step-aside and if it was a decision made at the staff level or if it is based on direction from the Commission.  Ms. O’Connell responded that while the AWBA has historically tried to accommodate requests for step aside, at the end of 2008, staff was directed by the Commission to decline a request from Philip Saletta from the Town of Oro Valley because of the circumstances at the time.  The Commission had also stated that any future requests would be determined 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).  Recovery remains ahead of schedule. CAWCD has recovered approximately two-thirds of the scheduled amount, leaving about 10,000 acre-feet for the remainder of the year.  No issues are anticipated.

Kim Mitchell updated the Authority on the State budget for fiscal year (FY) 2010.  She noted that House Bill 2643, the trailer bill to Senate Bill 1188 (General Appropriations Act 2009/10), identified a transfer of $5.4 million from interest earnings on the Arizona Water Banking Fund to the State General Fund.  The only source for this fund transfer was the Interstate Resource Account.  The transaction was completed on July 23rd. 

Ms. Mitchell also noted that staff will be arranging to meet with key legislators in the next two months to provide informational background of the AWBA’s activities and obligations.  Commission members may attend the meetings absent a quorum.  Lisa Atkins requested that staff brief the Commission on the AWBA’s priorities prior to these meetings.
Ms. Mitchell commented that at the last AWBA meeting, the Commission authorized Chairman Guenther to sign the intergovernmental agreement (IGA) between the AWBA and the Gila River Indian Community (the Community) that identifies the procedures for delivering water for meeting a Southside Replenishment obligation and/or for establishing the Southside Replenishment Bank.  The IGA has since been fully executed. She noted that the Community has also provided written approval for the direct delivery of 1,000 acre-feet of water in calendar year 2009 that the AWBA had scheduled prior to the execution of the IGA.  Staff will work with CAWCD staff to properly account for the classification and payment of this delivery.
With regard to on-river firming, Ms. Mitchell informed the Commission that staff would be working on an efficient approach by which fourth priority M&I users along the Colorado River can be given opportunity to firm their entitlements.  The issue will be discussed in greater detail at the next AWBA meeting in December.
Ms. Mitchell also informed the Commission that staff had been notified that the Government Information Technology Agency (GITA) is requiring that all Arizona State government groups, including agencies, boards, and commissions, comply with standardization of the newly approved State Government Web Portal.  All groups are required to maintain a consistent look and feel in their website designs.  Staff will be working with ADWR’s IT staff on meeting these requirements.  Mr. Buschatzke inquired if the new web format would limit staff’s ability to post documents.  Ms. Mitchell responded that it should not be a problem.
Tom Harbor (CAWCD) provided an overview of the potential sale of CAWCD’s Avra Valley Recharge Project (AVRP) to the Metropolitan Domestic Water Improvement District (Metro).  CAWCD staff had been directed by its Board of Directors to develop the principles of the agreement and to present the proposal to the Tucson AMA stakeholders.  The Institutional Policy Advisory Group (IPAG) was briefed on the concepts of the agreement and was generally supportive. The current draft agreement constitutes a three-party arrangement where CAWCD would transfer ownership of the facility to Metro, Metro would assign long-term storage credits (credits) in lieu of cash to the Central Arizona Groundwater Replenishment District (CAGRD), and the CAGRD would in-turn reimburse CAWCD through a transfer of funds.  On average, the facility only represents three percent of the Tucson AMA’s total storage capacity, therefore its sale should not impact the AWBA’s ability to store water.  Mr. Harbor commented that if Metro stores at AVRP it would free up storage capacity elsewhere.  Under the agreement, any unused capacity at AVRP would also be available to the CAGRD and AWBA.  He also noted that CAWCD’s ability to recover the stored water should not be a concern, but as a precaution the contract includes a provision that retains CAWCD’s right to recover from within the area of impact of the facility.  Mr. Buschatzke thanked Metro for including the provision in the contract.  Mike Block (Metro) noted that Metro currently has a CAP allocation of 8,850 acre-feet that will increase by 4,602 acre-feet in 2012 from a reallocation of previously uncontracted water.  He commented that Metro had also been involved in the origination of the project.   The CAWCD Board will be taking action in the near future.

Draft 2010 Annual Plan of Operation

Ms. O’Connell noted that the Draft 2010 Annual Plan of Operation (Plan) incorporated CAWCD’s new policy for distributing excess CAP water.  The policy identified a pool of 175,000 acre-feet to be shared between the AWBA and the CAGRD for its replenishment reserve obligation.  The draft Plan utilizes 148,000 acre-feet of this pool, which is the amount remaining after subtracting the CAGRD’s current projected use.  Ms. O’Connell commented that CAWCD had informed staff the previous day that the Bureau of Reclamation (Bureau) would also be included in the AWBA/CAGRD pool for Indian firming purposes.  This had been touched on during the Access to Excess process when the Bureau raised concerns as to which category their orders would fall into.  CAWCD staff clarified that the pool was established for certain long-term banking purposes, including Arizona’s obligation for Indian firming, therefore Federal Indian firming would also qualify for this pool.  This is in keeping with the terms of the Revised Stipulation, which grants federal access to excess pools created by CAWCD on “the same terms and conditions as for other users in that category.”  Ms. O’Connell noted the Bureau is proposing to store 3,000 acre-feet of water, but it is not clear if that amount will come from the AWBA’s portion or the CAGRD’s. The CAGRD had initially indicated they might not need the full amount of their projected use.  She also pointed out that it is possible additional supplies could become available after all water orders are submitted to CAWCD. 

Ms. O’Connell reviewed the proposed delivery schedule (Table 2) noting it was still preliminary because the monthly delivery amounts and the actual storage capacity available to the AWBA at CAP facilities will not be known until all orders are placed with CAWCD.  There may also be an opportunity to store 5,000 to 7,000 acre-feet at GSFs in the Tucson AMA, which would shift deliveries from the underground storage facilities. Discussions with GSF operators in that AMA are ongoing.  Deliveries in the Phoenix AMA include 5,000 acre-feet to the Roosevelt Water Conservation District (RWCD) GSF.  The AWBA has not partnered with RWCD in several years because capacity was not available. However, the District’s contracts with other partners are expiring, making some capacity available. Storage in the Pinal and Tucson AMAs was limited to the amount of funding estimated to be available in those AMAs.  Mr. Buschatzke inquired how GSF deliveries would affect the Tucson AMA given that all available funds are currently expended.  Ms O’Connell responded that because storage at GSFs is less expensive, more water could be stored with the funds available. The Plan also identifies the direct delivery of 1,000 acre-feet for the purpose of establishing the Southside Replenishment Bank.  This is the minimum amount the AWBA is required to deliver annually until the 15,000 acre-feet maximum is met. The Plan does not include storage for interstate purposes at this time.  
Ms. O’Connell noted that the water delivery rate increased $51 to $133/acre-foot for intrastate deliveries and decreased $2 to $231/acre-foot for interstate deliveries. Intrastate rates have increased because CAWCD’s Board concluded at its rate setting meeting in June that the incentive priced water rate was no longer needed since there was sufficient demand for water.  With regard to the cost share paid by GSF operators, staff is recommending an increase of $1 to $33/acre-foot.  Although there is no interstate storage planned, the rate would remain the same at $26/acre-foot. The total estimated cost of the current draft Plan is approximately $18.7 million.

Ms. O’Connell commented that staff had met with GSF operators in Tucson to discuss an appropriate cost share. Based on the data submitted, which included a range of groundwater pumping costs and cost shares paid by other partners, a reasonable amount would be $15/acre-foot.  She also noted that Cortaro-Marana’s Board had indicated that they would not be able to partner with the AWBA at $20/acre-foot cost share because the cost would be too high.  Mr. Block commented that Metro had no objection to a $15 cost share since it did not create competition for capacity. The Commission directed staff to pursue GSF participation in the Tucson AMA at a $15/acre-foot cost share.  
Staff had met with AWBA partners in all three AMAs. Some of the irrigation districts had pointed out that some of their farmers are reverting to cotton because of the drop in grain prices.  Chairman Guenther inquired why prices had fallen.  Staff responded that because of the drop in dairy subsidies, operators were reducing the number of livestock, which also reduced the demand for feed.  As a result, water use was expected to decrease because cotton has a lower consumptive use rate than certain feed crops such as alfalfa. 

The Commission directed staff to present the draft Plan to the public at the GUAC meetings scheduled in the three AMAs.
Discussion and Potential Action on Assignment of Long-term Storage Credits from the Tohono O’odham Nation Pursuant to A.R.S. § 45-841.01

Ms. Mitchell informed the Commission that staff received a letter from Chairman Norris of the Tohono O’odham Nation offering the assignment of long-term storage credits to the AWBA.  The offer is being made pursuant to the Southern Arizona Water Rights Settlement Act (SAWRSA).  The Tohono O’odham Nation may accrue credits to further the implementation of the settlement, however they are statutorily required to offer to sell to the AWBA ten percent of any credits accrued from water delivered to the Mission Mine Complex.  The credits must be offered at a price per acre-foot that is equal to the AWBA’s delivery and storage costs at the time of sale. Chairman Norris is offering 234 acre-feet of credits at $97 per acre-foot.  While there is a restriction that the credits may not be recovered within five miles of the exterior boundary of the reservation, there is also a benefit to the AWBA because the five percent cut to the aquifer has already been deducted.  Ms. Mitchell noted that all of the requirements for accruing the credits had been met.  She reminded the Commission that this was the AWBA’s only authorization to purchase credits. The cost of the credits is approximately $23,000 and could be purchased from withdrawal fees collected in the Tucson AMA this year.   Mr. Buschatzke inquired if these credits will be tracked separately since there is a restriction on recovery.  Ms. Mitchell responded that they would and clarified that ADWR keeps track of where credits originated through the water storage permit number.  The credits will be tagged in this manner when they are assigned to the AWBA and reassigned in the future.  AWBA staff will also notify the recipients of the recovery restrictions when they are assigned.  The acquisition of these credits would be part of the 2009 Plan of Operation.  

Mr. Mawhinney made a motion to approve the assignment of long-term storage credits from Tohono O'odham Nation.  Ms. Atkins provided the second to that motion.  The motion carried.
Interstate Water Banking

Tim Henley reviewed Resolution 2009-1, which outlines the responsibilities and limitations of the Authorized Representative identified in the Second Amended Agreement for Interstate Water Banking.  Mr. Mawhinney made a motion to adopt AWBA Resolution 2009-1.  Mr. Buschatzke provided the second to that motion.  The motion carried.

Mr. Henley noted that action to approve the Third Amended Interstate Agreement was not necessary because the outstanding issues were resolved with the adoption of Resolution 2009-1.

Mr. Henley reviewed the third quarter interstate accounting table, which now also includes activities associated with the Nevada Operating account.  Mr. Henley inquired if staff should continue to loan funds to Nevada from the Resource account since operating funds are now available.  The Commission questioned if the funds remaining in the Resource account were vulnerable given the State’s budget deficit.  Mr. Henley commented that if the funds were not used they would likely be subject to legislative transfer. He indicated that staff would be discussing next year’s interstate storage at their upcoming meeting with the Southern Nevada Water Authority.  Mr. Mawhinney recommended that staff develop a plan for expending the funds.  Mr. Henley commented that CAWCD is exploring the potential for acquiring additional new water in light of the recent demand for Excess CAP water.  They are currently assessing opportunities along the Colorado River.  The AWBA could participate in a partnership with CAWCD if appropriate.  Mr. Buschatzke pointed out that if interstate funds are protected it would leave withdrawal fees vulnerable at the expense of M&I firming.  Chairman Guenther commented that in his discussions with the Governor’s office and the Legislature he had repeatedly asked that interstate funds not be touched.  They had indicated that they would not sweep funds in the Operating account, but that they were open to sweeping the interest that had accrued on funds in the Resource account.  Mr. Mawhinney noted he wanted to follow through with these discussions.  Mr. Henley commented that staff would develop a schedule matrix that focuses on issues important to the AWBA.  Mr. Mawhinney suggested meeting with the Chairman of the Appropriations Committee for both the Senate and the House instead of meeting with individual legislators. Chairman Guenther suggested including the Chairmen of the Natural Resources Committees.   Mr. Henley pointed out that when the Legislature transfers funds, unless specified, the Commission determines which funds will be affected.

Mr. Henley briefed the Commission on the Interstate Water Banking Report for Fiscal Year (FY) 2009.  The report is statutorily required to be submitted to the Joint Legislative Budget Committee (JLBC) by October 1 of each year.  This is the third year that the report will be submitted.  The report identifies an ending balance for FY2009 of approximately $11 million.  A footnote has been included identifying the legislative transfer of $5.4 million that occurred in July of 2009.  Ms. Atkins inquired if the report was final.  Mr. Henley commented that the report was not an action item and clarified that the first report, which was for fiscal years 2005 and 2006, had been approved by the Commission, but that subsequent reports are submitted by the AWBA manager.

Call to the Public 
There were no additional comments.

Consideration of Action to go into Executive Session of the Authority Commission pursuant to A.R.S. § 38-431.03.A.4 to discuss with their attorneys and AWBA staff potential litigation by CAWCD regarding funds of the Arizona Water Banking Authority.  

Chairman Guenther stated that the Commission would not be meeting in executive session because a lawsuit regarding funds of the AWBA had not been filed by CAWCD.

The meeting adjourned at 11:15 a.m. 
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