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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 noted an error on a previous agenda for the December AWBA Commission meeting.  The correct date is Wednesday, December 8th.

Approval of Minutes

The Authority approved the minutes of the March 17, 2010 meeting.

Staff Activities

Ms. O’Connell reviewed water deliveries for 2010 noting they were moving along as scheduled.  Deliveries in the Phoenix and Pinal Active Management Areas (AMAs) are picking up and Tucson AMA deliveries are ahead of schedule.  She also reviewed the recovery schedule for developing Intentionally Created Unused Apportionment (ICUA) for the Metropolitan Water District of Southern California (Metropolitan). CAWCD has scheduled the recovery of 8,159 acre-feet of water for 2010.  Less than half of those credits remain to be recovered. Once recovered, the obligation to Metropolitan will be met.
Ms. O’Connell briefed the Commission on the ad valorem tax resolution for water storage that was adopted by CAWCD Board of Directors at their June 3rd meeting.  The ad valorem tax will be levied on behalf of CAWCD at a rate of 4-cents per $100 of assessed value on all taxable property within the 3-county service area. Funds collected will be deposited into a District Fund and used to defray annual operation, maintenance, and replacement costs, which includes offsetting the AWBA’s water delivery charges for water storage.  In previous years, the resolution was more specific in that it further described the use of funds for O&M and replacement costs associated with underground storage.  The language in this year’s resolution is less specific so that the funds could potentially be used for other purposes.  Other expenditures would first be identified through a stakeholder process.  Commission members directed staff to participate in that process since Indian firming had been discussed as a potential use for the funds.

Kim Mitchell informed the Commission that the AWBA certified the development of 27,504 acre-feet of ICUA for Metropolitan in 2009.  This is the third year ICUA has been certified.  ICUA was created through the recovery of long-term storage credits from wells in the three Pinal AMA irrigation districts.  

Ms. Mitchell also provided an update on water supply acquisition activities noting that the water supply report prepared by Tom Carr would be provided to Commission members the following week.  She recommended a workshop early September before the next AWBA regular meeting scheduled for September 15th.  The tentative date for the workshop is September 1st.
Gregg Houtz briefed the Commission on the AWBA’s legislative amendment.  Senate Bill 1356 passed in both the Senate and the House and was signed by the Governor on April 26th.  The amendment clarifies the AWBA’s ability to participate in excess water pools created by CAWCD for AWBA purposes.  

Mr. Houtz provided an update on Indian settlements.  Senate Bill 313, the White Mountain Apache Tribe (WMAT) Water Rights Quantification Act is awaiting passage in the Senate.  The Bill may not be enacted this year.  Negotiations on the Navajo Nation/ Hopi Tribe settlement remain ongoing and are focused on the exhibits to the agreement.  John Mawhinney inquired if that settlement was the last.  Mr. Houtz responded that there were several other Indian tribes identified for future settlements, but the amount of water under consideration was significantly lower. 

Mr. Houtz also provided an update on CAWCD v. Brewer, the litigation regarding the legislative transfer of funds from the Nevada Resource subaccount.   The AWBA is not a party in the lawsuit.  
Legislative Transfers from the Arizona Water Banking Fund

Ms. Mitchell informed the Commission that HB 2001 had been signed by Governor Brewer on March 18, 2010.  The Bill required the transfer of $5 million from the interstate subaccount and $198,200 from other subaccounts in the Arizona Water Banking Fund (AWB Fund) by April 15th for fiscal year (FY) 2010 and an additional $455,800 in transfers from the AWB Fund for FY 2011 by July 15th.  As directed by Commission members at the March meeting, $198,200 was transferred from the Phoenix AMA subaccount.  With regard to the $5 million, staff informed the Government Accounting Office (GAO) that the Nevada Resource subaccount only had a balance of $4,698,345.40; therefore the full $5 million was not available for transfer.  Staff had clarified to the GAO that the only disbursements from this subaccount since September 2007 had been for legislative transfers.  In response, staff was informed that provisions under HB 2001 required that the $5 million be made available and that the difference of $301,654.60 would be transferred from the AWB Fund by June 30th. 
Commission members had previously directed staff to provide information on alternatives for the remaining transfers.  Section 1 of the paper provided included two alternatives for the FY 2011 transfers of $455,800.  Alternative 1A (staff recommendation) distributes the transfer proportionally among the Phoenix, Pinal and Tucson AMA withdrawal fee subaccounts, thus reducing the amount of water that could be purchased with these funds.  Because there are sufficient funds available in the Maricopa and Pima County ad valorem tax accounts, water deliveries to the Phoenix and Tucson AMAs would not be affected.  However because there are no additional funds available in the Pinal County ad valorem tax account,  water deliveries scheduled for the Pinal AMA under the 2010 Plan of Operation (Plan) would be reduced by 1,960 acre-feet.  Alternative (1B) transfers the total amount from the Phoenix AMA subaccount.  This alternative would not impact water deliveries scheduled under the 2010 Plan, but would place the full burden on the Phoenix AMA.  Mr. Mawhinney inquired if Alternative 1A would affect efforts to meet the Tucson AMA M&I firming goal.  Ms. O’Connell responded that while deliveries to the Tucson AMA would not be impacted this year, it would reduce the amount of water that could be stored the following year.  Commission members favored Alternative 1A, but were concerned about the impacts to the Pinal AMA.  They discussed the possibility of delivering interstate water, if and when available, to compensate for the reduction in deliveries.  Steve Olson (AMWUA) supported Alternative 1A, noting the burden should be shared among the AMAs.  Joe Singleton (Pinal County Water Augmentation Authority) also agreed with Commission members, but pointed out that although the share is proportional it is not necessarily equitable because the Pinal AMA is the only AMA that would suffer a reduction in deliveries.  He noted that the Pinal AMA would appreciate delivery of interstate water if it should become available later in the year.  Tom Buschatzke commented he preferred keeping the Pinal AMA whole and suggested a third alternative where the Pinal AMA’s share is absorbed by the Phoenix AMA.  He and Mr. Mawhinney commented they would prefer to store interstate water in the Phoenix and Tucson AMAs.  Larry Dozier (CAWCD) pointed out that the Pinal AMA could also be kept whole through storage by other entities.  

Mr. Buschatzke made a motion that the AWBA fullfill its requirement to transfer $455,800 by taking $63,800 from the Tucson AMA withdrawal fee subaccount and the remainder of $392,000 from the Phoenix AMA withdrawal fee subaccount.  Maureen George provided the second to that motion.  The motion carried.

Section 2 of the paper included three alternatives for the transfer of $301,654.60, which is the balance remaining on the $5 million transfer.  Alternative 2A (staff recommendation) transfers the funds from the Nevada Resource subaccount, which were made available the end of April as a result of CAWCD’s reconciliation of 2009 interstate water delivery costs.  Alternative 2B would transfer the funds proportionally from the withdrawal fee subaccount for the three AMAs and Alternative 2C would transfer the total amount from the Phoenix AMA withdrawal fee subaccount.  Mr. Buschatzke commented that because HB 2001specifically identifies the transfer of $5 million from the interstate subaccount, he did not believe Alternatives 2B and 2C would be allowable.

Lisa Atkins made a motion that staff request from CAWCD  $301,654.60 made available through the reconciliation of 2009 interstate deliveries and to deposit that amount in the  NV Resource subaccount to meet the balance of the required legislative transfer for FY 2010 pursuant to HB 2001.  Ms. George provided the second to that motion.  The motion carried.

2009 Annual Report

Ms. Mitchell provided a brief overview of the AWBA’s activities for 2009, including progress made toward meeting goals and obligations.  Approximately 3.3 million acre-feet of long-term storage credits have been accrued through 2009.  

Ms. O’Connell reviewed the components of the Ten-Year Plan (Plan) for 2011-2020, which included projections for water availability, storage capacity, and funding resources.  She noted that storage capacity should be sufficient given the amount of water available to the AWBA.  However, because of an increase in water storage permits issued for CAWCD’s underground storage facilities, the location of AWBA storage could be affected in the future.  Mr. Buschatzke commented that the CAWCD Board had discussions at its last meeting on prioritizing storage capacity at its facilities, which it refered to sub-committee for further analysis.  He suggested staff participate in that process.  

Ms. O’Connell pointed out that the Plan assumed normal year deliveries although there is a 1-in-4 chance of shortage at the end of ten years.  While the probability is low, there are shortages identified as early as 2012. This could affect on-river M&I water users and non-Indian agricultural water deliveries, thus triggering the need for recovery. She noted the next year’s Plan will include additional evaluation of recovery and impacts of shortages.

Ms. O’Connell discussed the percent of goals that could be achieved under the Plan. She noted the Plan shows there may not be sufficient water available to the AWBA to meet the obligation to Nevada.  Staff had been directed to pursue opportunities with CAWCD to acquire additional supplies for this purpose.  In addition, funding continues to be a limitation in the Tucson AMA, which affects the ability to meet the firming goal.  Lastly, absent other general fund appropriations, withdrawal fees are the principle source of funding for Indian firming.   Chairman Guenther inquired if the Indian firming obligation could be met utilizing withdrawal fees.  Ms. O’Connell responded that the estimated firming obligation could be met with future and existing credits accrued with withdrawal fees from the Phoenix and Pinal AMAs.  However, it is possible the actual obligation could be higher than estimated.  She clarified that credits accrued utilizing withdrawal fees can be used for other water management purposes.  As more credits are needed for Indian firming, the amount available for other uses is reduced.  Mr. Buschatzke commented that the water community has been addressing the potential impacts of climate change in their planning activities and suggested that M&I firming goals be amended to include the affects of climate change as well.  He noted the firming goal could be identified as a range rather than a specific target.   

Mr. Mawhinney made a motion to approve the 2009 Annual Report and Ten-Year Plan and to direct staff to submit the report 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 2011 Administrative Budget

Ms. Mitchell briefed Commission members on actual expenditures for FY 2010, which were less than estimated because expenditures for professional and outside services and travel were under budget.  She noted that the proposed FY 2011 Administrative Budget is approximately $537,000.  Expenditures for personnel services are less than the previous fiscal year because they reflect a five percent cut in pay; resultant employee related expenditures are also less.  The cost of services includes the addition of a half-time accountant position.  Ms. Mitchell clarified that administrative costs are paid from the administration subaccount.  While not a requirement, revenue for this subbaccount has historically come from interest accrued on other subaccounts in the AWB Fund.  In past years there were sufficient funds in those subaccounts to generate enough interest to support the administrative budget.  However, based on the current balance and anticipated interest earnings, it will not be sufficient to meet budget expenditures for FY 2011.  Therefore, $120,131 will be transferred from within the AWB Fund to the administration subaccount to meet costs. 

Lisa Atkins made a motion to adopt the FY 2011 Administrative Budget.  Mr. Mawhinney provided the second to that motion.  The motion carried.
Interstate Water Banking

Ms. Mitchell commented that at the last meeting, Chairman Guenther had been authorized to sign the Recovery Agreement among AWBA, CAWCD, Southern Nevada Water Authority (SNWA), and Colorado River Commission of Nevada.  The agreement has since been fully executed.  She noted that staff has also had discussions with SNWA concerning adjustments to the interstate payment schedule.  The parties have resolved issues and are in the process of obtaining a formal agreement. 
Ms. Mitchell reviewed the second quarter interstate accounting table for 2010.  Through 2009, the AWBA has accrued 582,772 acre-feet of credits, which represents 47 percent of the obligation to Nevada.  The 2010 Plan does not include storage on behalf of Nevada.  The table also identifies legislative transfers from the Resource subaccount, including the estimated $300,000 that will be transferred based on direction provided in the earlier discussions on the transfer of the $5 million.  These funds are from reconciliation monies that are currently held at CAWCD.  Funds remaining in the Operating subaccount are also available from the reconciliation of both water deliveries and rate adjustments.
Call to the Public

There were no additional comments.

The meeting adjourned at 12:20 p.m.
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