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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.  

Chairman Guenther announced that Kim Mitchell will be retiring on February 2, 2011.  Virginia O’Connell has been appointed the new manager upon Ms. Mitchell’s retirement.  Gerry Wildeman will become the technical administrator.
Approval of Minutes of September 15, 2010

The Authority approved the minutes of the September 15, 2010 meeting.

Staff Activities

Ms. O’Connell reviewed water deliveries for 2010.  By the end of the year, the AWBA will have delivered for storage an estimated 214,000 acre-feet of CAP water, which includes 19,000 acre-feet for interstate purposes.  She updated the Commission on Central Arizona Water Conservation District’s (CAWCD) recovery schedule for developing Intentionally Created Unused Apportionment (ICUA) for the Metropolitan Water District of Southern California (Metropolitan).  CAWCD has completed its recovery of the remaining 8,159 acre-feet of long-term storage credits (credits) thereby meeting its obligation to Metropolitan. The AWBA will certify the development of an equivalent amount of ICUA next year subject to review by the Arizona Deparment of Water Resources (ADWR).

Ms. O’Connell informed Commission members that staff had submitted three water storage permit renewal applications to ADWR:  the Queen Creek Irrigation District Groundwater Savings Facility (GSF) in the Phoenix Active Management Area (AMA) and the Central Arizona and Maricopa-Stanfield Irrigation District GSFs in the Pinal AMA. The renewals were necessary because the AWBA is planning to store at these facilities in 2011 and the current permits expire on the 31st of this year.  Under ADWR’s new fee schedule, the initial cost for each application is $2,000.  Because the fees are now based on an hourly billable rate, a portion of the fees could be reimbursed depending on the review time needed.  Tom Buschatzke pointed out that the initial fee could also be exceeded, up to $65,000, and requested that staff inform the Commission members of the final costs.

Ms. Mitchell provided an update on water supply study activities and informed Commission members that Tom Carr has been contracted to assist the AWBA with these efforts. She proposed a workshop early January to be preceded by an Executive Session to discuss the attorneys’ opinions on the AWBA’s legal authorities related to meeting Indian firming and interstate obligations.   Potential dates for the workshop are January 11th and 12th.

 Ms. Mitchell briefed Commission members on the status of Exhibit C to the Amended Agreement to Firm Future Supplies, which recognized the intent of adding Mohave Valley Irrigation and Drainage District (MVIDD) to the agreement and adding newly acquired fourth priority Colorado River water along with an increased firming obligation for Bullhead City and Lake Havasu City.  The entities identified in Exhibit C were given until December 15th 2010 to provide written notice of their intent to participate in the amended agreement.  Of the entities identified, only MVIDD chose not to participate at this time.  John Mawhinney inquired what the effect was of amending the agreement and if others could participate at a later date.  Tim Henley clarified that under the agreement, credits accrued from general fund monies are set aside for participating entities, thereby providing certainty that the credits will be available for their use during times of shortage.  As new entities participate in the agreement, the amount of credits set aside for existing participants will remain the same, while the amount set aside for the new participants will be distributed proportionally from general fund credits still available.  The amounts could change however if additional water is acquired and added to the firming amount.

An update was provided on Indian settlements.  Chairman Guenther noted that President Obama would be signing the White Mountian Apache Tribe Water Rights Settlement this day.  Under this settlement the AWBA is required to firm 3,750 acre-feet per year of non-Indian agricultural CAP water. This obligation is part of the 8,724 acre-feet per year of firming identified for future settlements under the Arizona Water Rights Settlement Act. The effective date of the settlement could be in 2-3 years depending on when the conditions of the settlement are met.  The deadline for meeting the enforceability date is April 30, 2021. With regard to the Northern Arizona Water Rights Settlement, Fred Breedlove informed Commission members that the Navajo Nation and Hopi Tribe had signed off on the settlement last month.  Other parties, including the state and cities, still needed to do so.  Chairman Guenther noted that Governor Brewer would be considering the availability of funding for the settlement, which could cost $50 million, before signing.  Mr. Mawhinney commented that if the State provided funding for the settlment, the AWBA would need assurance that it is not swept in the future.  Mr. Buschatzke inquired what funds the AWBA currently had for this purpose.  Ms. O’Connell responded that withdrawal fees were the only funds available at this time.  Mr. Bushcatzke pointed out that if withdrawal fees are swept, the AWBA would only be able to use existing withdrawal fee credits, which would then not be available for other purposes.  Mr. Mawhinney asked if the AWBA could opt out as the State’s agent, unless funds were provided.  Chairman Guenther noted the Legislature could be informed of the importance of the issue.

Larry Dozier (CAWCD) provided an update on the Colorado River Annual Operating Plan for 2011, noting that it had not yet been adopted.  The draft plan proposes river operations under normal water year conditions.  Releases from Lake Powell are projected to be 9 million acre-feet (MAF), however, there is a 49 percent chance that conditions could trigger operations under the equalization tier, causing the release of up to 11 MAF.  There is a 9-10 percent chance of shortages in 2012 and a 20 percent chance in 2013.  Much will depend on winter snowpack conditions in April.

Mr. Dozier clarified that the balancing trigger for Lake Mead is at an elevation of 1,082 feet.  The first level of shortage occurs at an elevation of 1,075 feet.  The 2011 forecast of 9 MAF is based on an elevation of 1077.5 feet, which is only 2.5 feet above the shortage elevation.  One foot of elevation is the equivalent of approximately 80,000 acre-feet. This means there could be less than 200,000 acre-feet remaining before a shortage is triggered.  There are several factors however that could mitigate decreases in lake elevation, such as the operation of the Warren H. Brock reservoir and the development of intentionally created surplus (ICS) by California and Nevada.  There are also ongoing negotiations with Mexico regarding the storage of a portion its water in L. Mead that cannot be delivered because of earthquake damage to their infrastructure.  

Chairman Guenther noted that if the elevation reaches 1,075 feet at L. Mead, it would be the first shortage ever declared.  This would not go unnoticed by Wall Street and the media.  At the 1,050 foot elevation, the powerhead would be lost, which would draw the attention of the bond market given the recent article in the New York Times on the impact of water shortages on a municipality’s credit rating.  Mr. Dozier noted that CAWCD was making an effort to inform the public that the water supply in the Phoenix area is strong and that this level of shortage would not disrupt third level M&I and Indian contract deliveries.  Mr. Buschatzke commented that this should bolster the value of the AWBA.  Having an approved recovery plan and implementation mechanisms in place will also show that CAP M&I subcontractors are well prepared for future shortages.  Mr. Mawhinney inquired on the status of the recovery plan.  Mr. Dozier responded that staff was working closely with stakeholders to determine what would work best with their systems. He noted the importance of having a plan in place, but pointed out that it would not be cost effective to have the recovery facilities in place until needed. It would be more efficient to wait until three years before M&I shortages are anticipated because of the costs associated with maintaining the facilities. Lisa Atkins noted that an update on recovery planning would be provided next spring.  Mr. Henley noted that shortages for On–River M&I users could be as early as 2012.  Mr. Dozier commented that CAWCD had agreements with the Mohave County Water Authority for recovery during shortages.

Mr. Dozier provided an update on CAWCD v. Brewer, which challenges the transfer of AWBA interstate funds by the State. Both parties have filed motions for summary judgement.  The Superior Court judge elected not to hear oral arguments, which were scheduled for November 19th.   A decision on whether to grant judgement or require a trial will be issued mid-January.  Minutes of the AWBA meetings have been introduced as new information.  The judge has consented to a request by the Attorney General’s Office to respond to the new documents.
Tom McCann gave a presentation on the CAWCD Staff ADD Water Program Proposal (PowerPoint available on website).  He noted the proposal incorporates the basic principles of the Summary of Emerging Consensus (SEC) that resulted from a three-year stakeholder process.  The proposal outlines a phased approach for acquiring water supplies, an auction process for allocating the water supplies among participating entities, and mechanisms for financing the program, including pre-launch and water acquisition costs.  Mr. McCann also discussed opportunities for the Central Arizona Groundwater Replenishment District (CAGRD) and the Just Water Program within the proposed ADD Water Program.

Maureen George inquired if there was a role for the AWBA within ADD Water for obtaining additional water for firming.  Mr. McCann responded that the AWBA should not be eligible to hold a long-term contract for ADD Water.  However, it was anticipated that the AWBA could be a customer of “spot-market” water.  Ms. George asked if the ADD Water Program would accelerate the reduction of excess CAP water.  Mr. McCann commented that in the long-term, the amount of excess CAP water that is available because of unused entitlements could be reduced through the purchase of third priority rights; however it would not reduce the amount that is available under the 1.415 MAF.  Mr. Buschatzke suggested that AWBA staff participate in the ADD Water stakeholder process.  Mr. McCann noted that staff was welcome to participate in the Hammer it Out Group-2 meetings, which were scheduled to begin in mid-January.

Chairman Guenther noted that the auction process could result in water that is only available to the wealthiest.  In addition, ADWR would be relinquishing its fiduciary reponsibility to oversee third party impacts associated with Colorado River water right transfers.  Mr. McCann responded that ADWR would still need to appprove the transfer of a water right to CAWCD. Third party users could be identified at that point.  Chairman Guenther pointed out that if uses by a third party change, they would not be required to notify ADWR.  Mr. McCann noted that all uses would likely be for M&I purposes.

Second Amended Agreement for Interstate Banking

Ms. Mitchell briefed Commission members on the fourth quarter interstate accounting table for 2010. The table includes interstate storage approved under the Amended 2010 Plan.  The cost of this storage is just over $4 million and will be paid from Nevada Operating funds that had become available as a result of the 2009 reconciliation of interstate costs. Estimated cumulative credits by the end of 2010 will be over 600,000 acre-feet, which represents 48% of the AWBA’s obligation to Nevada. 

John Entsminger, Assistant General Manager of the Southern Nevada Water Authority (SNWA), gave a presentation on SNWA’s Water Resource Plan, which is used to determine how current and future resources will be used to meet projected demand, including when shortages are declared on the Colorado River (available on website).  He described how the plan, which is reviewed annually, has evolved since 2004.  In 2005, SNWA amended its interstate water banking agreement with Arizona to guarantee the accrual of 1.25 MAF of credits.  It was considered that these credits would be used as a bridge until other resources could be acquired.  At that time it was anticipated that SNWA would begin requesting the recovery of the credits by 2016.  However, because of a reduction in demand from conservation efforts, the acquistion of additional resources, and the adoption of the Colorado River Interim Guidelines in 2007, SNWA does not anticipate needing the credits until after 2018.  

Mr. Entsminger pointed out that small changes in L. Mead storage could make critical differences to SNWA operations.  Lake levels in L. Mead have declined drastically in the last decade due to severe drought affecting the Colorado River Basin.  The Bureau of Reclamation (Reclamation) estimates that the first level of shortage (elev. 1,075 ft) could occur as early as 2012.  The elevation on January 1, 2011 was 1,086 feet. The second level of shortage (elev. 1,050 ft.) could occur by 2013, impacting SNWA’s first intake.  SNWA’s second intake is located at the 1,000 foot elevation and a third intake is currently being installed.  However, if drought conditions persist, these intakes could also be impacted.  Mr. Entsminger noted that the Lower Basin States have been working cooperatively on managing Colorado River water supplies and have written letters to Reclamation recommending that unused water in L. Mead be retained this year as a means to delay shortages.  Given the current hydrologic conditions and risk of shortage to Nevada and Arizona, SNWA is also recommending deferring additional interstate water banking in Arizona through 2014.  Mr. Buschatzke inquired if some water in L. Mead would be available to SNWA during shortages.  Mr. Entsminger responded that SNWA could meet its demand for the next several years without taking its ICS stored in L. Mead.  If converted to Extraordinary Conservation ICS, it would not be available during shortages.  SNWA considers this to be an acceptable risk.  Chairman Guenther asked Mr. Entsminger what the status was on the installation of the third intake.  He responded that they had experienced delays with fault line fracture flows, which had filled the assembly chamber with materials.  A cement retaining wall has been built and construction is moving forward.  Estimated completion is in 2014.

Ms. Mitchell informed Commission members that in response to SNWA’s concerns, staff drafted a letter agreement that outlines operational adjustments to the Second Amended Interstate Banking Agreement.  The letter recognizes the likelihood that the elevation in L. Mead will continue to decline and that there is a strong probability that Arizona and Nevada’s water supplies will be reduced.  Given the current hydrologic conditions and SNWA’s financial need for completing the third intake, the letter agreement proposes that the AWBA forego storing additional water for SNWA through 2014 and that SNWA forego requests for the development of ICUA during this period so that the amount of water delivered from L. Mead can be reduced.  SNWA’s obligation to make ten payments of $23 million each year would resume in 2015 and end in 2024, unless another arrangement is agreed to between parties.  Ms. Atkins asked if the letter agreement provided flexibility so that the AWBA could return to the provisions of the current agreement if hydrologic conditions reversed.  Ms. Mitchell responded that the parties could enter into another letter agreement.  Ms. George pointed out that the delay in interstate storage could affect the AWBA’s ability to meet its obligation to Nevada since it is likely there will be less water available to the AWBA in the future.  Ms. Mitchell noted that this concern had been raised in the discussions with CAP and SNWA. She added that potential water supplies for Indian firming and interstate would be discussed at the AWBA workshop in January.  Mr. Buschatzke inquired if ADWR, as the State’s representative, would be sending a letter to Reclamation similar to the letters sent by Metropolitan and CAWCD.  Chairman Guenther noted that the recommendations for retaining unused water in L. Mead had been made by districts and were not at the state level; therefore ADWR would not be sending a letter at this time.   

Ms. Atkins made a motion to approve the Letter Agreement that allows operational adjustments and modifications to the payment schedule.  Mr. Buschatzke provided the second to that motion.  The motion carried.

Discussion and Approval of 2011 Annual Plan of Operation

Ms. O’Connell noted the draft 2011Plan of Operation (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.  She provided a brief overview of 2010 activities before reviewing the 2011 Plan.  The delivery schedule, Table 2, identifies 136,441 acre-feet of storage within the three AMAs and an additional 1,000 acre-feet of direct deliveries to the Southside Replenishment Bank.  There are no interstate deliveries planned for 2011.  Ms. O’Connell pointed out that because the AWBA Commission approved the letter agreement with SNWA, staff will replace the narrative under the interstate section on page 11 and footnote #4 to Table 5 with language that reflects terms of letter agreement, which had been provided to Commission members in the event the agreement was approved.  

Mr. Mawhinney made a motion to adopt the 2011 Plan as presented with minor editorial changes.  Ms Atkins provided the second to that motion.  The motion carried.

Mr. Mawhinney amended his motion to adopt the 2011 Plan to include interstate language that was added pursuant to the Letter Agreement with SNWA.  Ms. Atkins provided the second to that motion.  The motion carried.
Discussion and Approval of CY 2011 Water Delivery Budget

Ms. O’connell reviewed the Water Delivery Budget for Calendar Year 2011 noting that it reflects the estimated revenues and planned expenditures identified in the AWBA’s 2011 Plan.  The total cost of the Plan is $19.3 million.  Of this amount, $3.2 million will be expended from withdrawal fee revenues held by the AWBA, and $16.1 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.  

Mr. Buschatzke made a motion to adopt the AWBA Water Delivery Budget for Calendar Year 2011.  Mr. Mawhinney provided the second to that motion.  The motion carried.

Discussion and Potential Approval of the Agreement between the AWBA and Metropolitan Domestic Water Improvement District (MDWID) Providing for the Storage of Central Arizona Project Water at the Avra Valley Recharge Project
Mr. Henley noted that provisions for the recovery of credits accrued at the Avra Valley Recharge Project (AVRP) have been incorporated into the draft agreement since it was last discussed at the quarterly meeting in September.  These provisions are similar to the AWBA’s other water storage agreements in that the AWBA’s recovery agent would not be denied access to AVRP’s land for the purpose of recovering AWBA credits accrued at the facility.  Unlike other storage facilities however, the AVRP is located on land owned by the state. Therefore, the AZ State Land Department (ASLD) would have a role in the recovery well permitting process.  This has also been the case under CAWCD’s ownership of the facility.  CAWCD is moving forward with Recovery Planning for the area.  Ms. George inquired if the ASLD could prevent the credits from being recovered.  Mr. Henley responded that they could not prevent recovery, but they could charge fees.  He pointed out that the credits did not need to be recovered from within the AOI, but could be recovered from the same general area. Chairman Guenther noted ASLD has no claim to the water under the land it is leasing to MDWID.  Mr. Henley commented that MDWID will have the same recovery issues.  Ms. George had concerns regarding future recovery, noting that the issue did not exist at other facilities.

John Mawhinney made a motion to authorize Chairman Guenther to sign the agreement following approval by the MDWID Board of Directors as submitted with minor or editorial changes.  Ms. Atkins provided the second to that motion.  All members, except for Ms. Geroge, voted aye. The motion carried.  

Overview and Discussion of Draft Water Storage Facility Inventory

Mr. Henley noted that the AWBA is required to prepare a Water Storage Inventory Report (Report) at least every five years.  The last inventory was approved in December of 2005.  The inventory is used to determine if sufficient water storage facilities exist in the State to meet the needs of the Bank for the next ten years. It is also used to meet the requirements of the Storage and Interstate Release Agreement (SIRA), which limits interstate storage to facilities listed in the storage facility inventory report. Mr. Henley briefed Commission members on the preliminary draft prepared by staff, noting that a final draft that incorporates additional information would be provided at the next quarterly meeting.  The Commission members directed staff to provide a draft of the report on the AWBA’s webpage for public comment.
Call to the Public 

Mr. Buschatzke congratulated Ms. Mitchell on her retirement and thanked her for all of her hard work and contributions to ADWR and the AWBA.  He noted that he not only appreciated working with her, but for the friendship they had over the last 25 years.

Ms. Mitchell commented that she had a fulfilling career and had the opportunity to work on a number of interesting projects at ADWR and the AWBA.  She noted that she values the friendships she has made and the support of the public.

Chairman Guenther announced the following meeting dates for 2011:

· March 16, 2011

· June 15, 2011

· September 21, 2011

· December 7, 2011

The meeting adjourned at 12:25 p.m.
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