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Welcome/Opening Remarks
Chairman Herb Guenther welcomed the attendees.  All members of the Authority were present except for Maureen George and ex-officio members, Senator Steve Pierce and Representative Kirk Adams.  Lisa Atkins attended via teleconference.

Chairman Guenther announced Kay Brothers, Deputy General Manager of the Southern Nevada Water Authority (SNWA), was retiring after 26 years of service.  She was a calming presence during the Seven Basin States discussions while representing Nevada’s interests.  She has been a pleasure to work with over the years and we wish her the best in the future. 

Approval of Minutes
The Authority approved the minutes of the December 16, 2009 meeting with reservation.  Commissioner John Mawhinney expressed his frustration with water acquisition progress and open meeting law restrictions.

Staff Activities

Virginia O’Connell briefed the Commission on AWBA water deliveries for calendar year 2009.  Deliveries for the year totaled 165,000 acre-feet and included 109,000 acre-feet for Arizona and 59,000 acre-feet on behalf of Nevada.   Mr. Mawhinney inquired how much interstate storage had come from Nevada’s unused apportionment.  Ms. O’Connell responded that it included approximately 51,000 acre-feet.  She clarified that Arizona stored Nevada’s unused apportionment first to avoid potential overuns on its entitlement.  Mr. Mawhinney inquired if the AWBA would be storing any of Nevada’s unused apportionment in 2010.  Staff responded that Nevada had, at this time, not made a formal request to make its unused apportionment available for storage in Arizona.

Ms. O’Connell reviewed water deliveries for 2010.  Deliveries to the Phoenix and Pinal Active Management Areas (AMAs) were slightly behind however deliveries to the Tucson AMA were ahead of schedule, thus overall delivery amounts were on target.  

Ms. O’Connell 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.  This is the remaining amount of long-term storage credits (credits) that will be recovered and ICUA developed for Metropolitan. 

Kim Mitchell provided an update on staff meetings.  She attended an AWBA Orientation meeting on February 18th that CAWCD staff provided to its Board of Directors (Board).  The Board was given background information on the history of the AWBA and updates on current operations.  Ms. Mitchell was available to answer questions.  

On March 5th, AWBA staff met with representatives from the Bureau of Reclamation (Bureau) and ADWR’s Colorado River Management section to discuss and clarify Arizona’s proposal for implementing shortages to its Colorado River entitlement under a shortage determination.  The meeting was in response to the Director’s formal notification of its proposal to the Bureau last summer.  The method for implementing shortages was based on recommendations developed by the Director’s Shortage-Sharing Workgroup.  The group was part of a larger stakeholder process for developing shortage-sharing guidelines for the Lower Basin during the Interim Period.  The Bureau will provide its response to the Director after further review of the materials.  The Commission members inquired if the discussions included the potential for shortages in 2012.  Ms. Mitchell responded that they did and informed the Commission that reservoir levels in Lake Mead increased since January because of precipitation in the Upper Basin and subsequent releases into L. Mead.  Increased lake levels could delay shortages.

Ms. Mitchell briefed the Commission on the status of the AWBA’s proposed legislative amendment.  Senate Bill (SB) 1356 clarifies the AWBA’s ability to participate in Excess CAP water pools created by CAWCD for AWBA purposes. Staff had met with various members of the Senate to provide background information on the AWBA and to discuss the proposed legislation in greater detail.  The bill passed unanimously (5-0) in the Senate Natural Resources Committee on Feb. 15th.  Mr. Mawhinney was in attendance. The bill also passed third read on March 1st (24-4) and was transmitted to the House of Representatives.  Staff is planning to meet with Representative Lucy Mason to discuss the legislation.

Ms. Mitchell informed the Commission on legislative transfers for fiscal years (FY) 2010 and 2011.  A total of $684,700 was transferred from the Arizona Water Banking Fund (AWB Fund) in January, following execution of SB 1001 on December 23, 2009.  These funds were transferred from the Nevada Resource subaccount based on comments received from Commission members on operating alternatives that had been provided by staff.  Ms. Mitchell stated that House Bill (HB) 2001, resembling SB 1001, proposes to transfer an additional $5.6 million from the AWB fund. Of this amount, $5 million is specifically identified as a transfer from the Interstate subaccount.  The $5 million plus $198,200 would be transferred on April 15th.  The remaining $455, 800 is a reduction for FY 2011 and would be transferred on July 15th.  HB 2001 could be executed today.  Ms. Mitchell noted that the only funds remaining in the AWB Fund are withdrawal fees that will be collected from the three AMAs in March and deposited into each of the subaccounts in April.  Staff recommended that the remaining legislative transfers be taken from the Phoenix AMA subaccount because there are sufficient funds in CAWCD’s Maricopa 4-cent ad valorem tax fund to offset 2010 planned withdrawal fee expenditures.  This would also ensure that water is stored for Arizona.  Ms. Mitchell commented that as an alternative, funds could be tranferred from each AMA subaccount proportionally based on the amount of funds collected in each AMA.  The amounts would be approximately $300,000, $275,000, and $80,000 for the Phoenix, Pinal, and Tucson AMAs, respectively.  This would require a reclassification of some of the deliveries to the Pinal AMA as interstate because planned deliveries already include expenditure of all Pinal County 4-cent ad valorem tax funds.  While there are sufficient ad valorem funds in CAWCD’s Pima County account, it would reduce the amount of water that could be stored in the Tucson AMA the following year.

Tom Buschatzke commented that even though funds are available in the Phoenix AMA subaccount, the AMA should not bear the full burden of the cuts. Transferring the full $654,000 from the Phoenix AMA would also reduce the amount of storage that could be accomplished for the Indian firming obligation in that AMA.  He commented the initial $198,200 could possibly be transferred from the Phoenix AMA subaccount, with the second transfer in July divided proportionally among AMAs.  He suggested further discussion on alternatives and called for input from the public.  Steve Olson (AMWUA) mirrored Mr. Buschatzke’s concerns and supported his suggestions on meeting the transfers.  He commented that the Phoenix AMA was sympathetic to agriculture in the Pinal AMA and could possibly support opportunities for using the Maricopa 4-cent ad valorem tax in that AMA if it provided benefit to the Phoenix AMA.  Mr. Mawhinney commented that given the amount of funds available in the Maricopa account, it might be prudent to develop alternatives for utilizing the funds in both the Pinal and Tucson AMAs.  Paul Orme, general counsel for the Central Arizona and Maricopa-Stanfield Irrigation and Drainage Districts, also agreed with Mr. Buschatzke’s suggestions, noting it would allow time to understand the implications of the different fund transfers.   Mr. Buschatzke inquired if expenditure of the 4-cent ad valorem tax for Indian firming purposes was included in CAWCD’s strategic plan, noting it would benefit Maricopa County stakeholders. Tom McCann (CAWCD) commented that he was not certain and would explore the matter further. The Commission directed staff to utilize withdrawal fees from the Phoenix AMA subaccount for the FY 2010 transfer of $198,200 and to provide additional information on the alternatives for the FY 2011 transfer at the June meeting.

Mr. Mawhinney inquired how the legislature could transfer $5 million from the Interstate subaccount, when the current balance in the Nevada Resource subaccount is just under $4.7 million.   Mr. Henley responded that the AWBA would have to adjust its 2009 expenditures and request reimbursement of those funds from CAWCD.  Interstate funds expended in 2009 were from funds CAWCD owed to the AWBA as part of the 2008 reconciliation of deliveries.  Funds in the Nevada Resource subaccount are less than $5 million due to the legislative transfer that occurred in January.  The Commission members noted that manipulating funds in this manner was inappropriate and could lead to other potential lawsuits.  Staff commented that the Bill, as written, includes a provision that a rationale must be provided for any funds not available for transfer by April 15th.  The Commission directed staff to conduct a legal investigation on the legislation and to provide documentation to Legislature clarifying why the Nevada Resource subaccount has less than the $5 million required.

Fred Breedlove briefed the Commission on proposed legislation affecting ADWR. He noted that HB 2081, which would continue the agency, would soon be going to the Committee of the Whole (COW) and is expected to pass. In addition, there are three bills that would provide a source of revenue to ADWR for self-funding purposes.  HB 2744, which proposed a bottled water surcharge, failed in the House and SB 1355, which proposed a water assessment fee, did not receive a hearing.  Only SB 1359, which establishes a Water Resource Fund for ADWR, passed in Committee, albeit with amendments. The bill would allow existing fees imposed by ADWR to be redirected from the State General Fund to the Water Resource Fund.  It also modifies the statutorily authorized use of monies in the Dam Repair Fund to be used for all expenditures related to dams and reservoirs.  The amendments to the bill eliminated the ability to produce additional revenue.  Anticipated revenue would be approximately $255,000.  Mr. Mawhinney inquired if monies collected for self-funding purposes are subject to legislative transfer.  Mr. Breedlove responded that the bill did not include language precluding legislative transfers, though it does limit use of the monies to expenditures under Title 45.  The legislature could however override statute by exercising the “nothwithstanding” clause.  
Chairman Guenther pointed out that ADWR will have the authority to spend up to $5.6 million in fees with legislative oversight.  However revenue from application fees has declined because of the downturn in the economy and is only estimated at $2 million.  He noted that in response to ADWR’s reduction in general fund appropriation, all outlying AMA offices will be closing and the Phoenix office will be consolidating to two floors. The remainder will be met through a reduction in force.

Chairman Guenther also briefed Commission members on HB 2661, which was proposed by the Northern Arizona Municipal Water Users Association (NAMWUA) and sponsored by Senator Tobin.  The bill will be put forth with the CAGRD bill and the settlement bill between Salt River Project and the Prescott area.  The legislation would require the Director of ADWR to appoint 15 people to evaluate water needs for the State, including infrastructure and funding needs.  Mr. Mawhinney inquired if the bill included an approporiation given that it requires technical support from ADWR and the AWBA.  Chairman Guenther responded that it did not.  The bill was initiated by the “JUST water” counties to provide them the opportunity to participate in CAWCD’s ADD water process.  Mr. Buschatzke commented that he had also participated in the discussions and noted that NAMWUA was concerned they would not have access to future water supplies.  As a result, the AWBA’s evaluation for acquiring additional supplies also slowed.  He commented that for these reasons he did not submit his comments to staff on water acquisition.  

Gregg Houtz provided an update on Indian settlements.  House Bill H.R.1065, the White Mountain Apache Tribe (WMAT) Water Rights Quantification Act, introduced by Representative Ann Kirkpatric, passed the House of Representatives on Jan 21, 2010 by a vote of 262-147.  The bill is identical to S.313, introduced by Senator Kyl, who is currently working with the leadership in the Senate to pass H.R. 1065 and send it to the President.  The vote may not be unanimous because of objections from one majority member and one minority member.  The AWBA’s firming obligation is tied to the enforceability date, which could be as late as 2020. 

Gregg 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.  There have not been any requests for public records or depositions from AWBA members or staff. 
On-River Firming

Resolution 2010-1 of the AWBA
Mr. Henley briefed the Commission on Resolution 2010-1.  The resolution establishes a procedure by which fourth priority on-river M&I water users can participate in a firming agreement with the AWBA.  It also states that these agreements would be similar to the Mohave County Water Authority (MCWA) Agreement to Firm Future Supplies (Agreement to Firm).  He clarified that the pro-rata share of shortages for each entitlement holder listed in Exhibit 1could decrease if the AWBA is required to firm additional supplies.  As an example, if agricultural water uses are reclassified as domestic or industrial uses, the AWBA would have an obligation to firm that water.  Mr. Mawhinney inquired if the ability to participate was open-ended.  Mr. Henley commented that the resolution would not need to be amended because the overall amount of credits does not change. 

Mr. Buschatzke made a motion to adopt Resolution 2010-1 as submitted with minor editorial changes.  Mr. Mawhinney provided the second to that motion.  The motion carried.

Amended Agreement to Firm Future Supplies

Mr. Henley reviewed the Amended Agreement to Firm.  While most of the changes to the agreement are editorial, it does include the addition of Exhibit C, which is based on the newly adopted Resolution 2010-1.  Exhibit C recognizes the addition of Mohave Water Irrigation and Drainage District and MCWA and an increased firming obligation for Bullhead City and Lake Havasu City of 3,139 acre-feet each because of the reallocation of Kingman water and Cibola water that was newly acquired by MCWA.  Exhibit A does not change since the credits have already been reserved.  Exhibit B was amended to identify an increase in available firming credits from 396,499 acre-feet to 403,830 acre-feet.  Mr. Henley clarified that the purpose of Exhibits A and C is to create certainty on available credits.  If new entities choose to participate they will receive a pro-rata share of the remaining credits not reserved. The entities identified in Exhibit C will have until December 15, 2010 to enter into an agreement with MCWA and become part of the Agreement to Firm. Payments for reserving the credits will begin the following fiscal year.  

Mr. Mawhinney made a motion to authorize Chairman Guenther to sign the Amended Agreement to Firm, including Exhibits A and B as submitted and furthermore, to authorize Chairman Guenther to sign Exhibit C following the submittal on or before December 15, 2010, of subcontracts or proof of compliance with provisions of the Amended Agreement by entities identified in Exhibit C.  LIsa Atkins provided the second to that motion.  The motion carried.

Interstate Water Banking

Mr. Henley reviewed the first quarter interstate accounting table for 2010.  He commented that staff would amend the table based on earlier discussion regarding legislative transfer of funds. 

Ms. Mitchell briefed the Commission on the Recovery Agreement among AWBA, CAWCD, SNWA and the Colorado River Commission of Nevada (CRCN) (Recovery Agreement).  The Recovery Agreement establishes the process for future recovery and provides for direct financial arrangements between SNWA and CAWCD for future recovery activities.  It also includes attachments with examples of future cost sharing and cost recovery for the purpose of providing guidance.  The CAWCD Board of Directors has authorized the president to sign the agreement following approval by other partners.  Mr. Buschatzke inquired if paragraph one of the agreement is sufficient to allow financial arragements directly with CAWCD.  Mr. Henley commented that subsection 4.h had been included for that purpose.  Mr. Mawhinney inquired if the AWBA was relinquishing any other authorities besides the financial arrangements.  Mr. Henley responded that no other authorities were given up and that the AWBA was still the entity required to certify ICUA.  Ms. Mitchell noted that the SNWA Board would be meeting the next day and voting on the Recovery Agreement with the understanding that if there are significant changes it would come back to the Commission for reconsideration.   Jennifer Crandall, representing CRCN, commented that the agreement would be on the agenda for their meeting in April.

Mr. Buschatzke made a motion authorizing Chairman Guenther to sign the Recovery Agreement as submitted with minor or editorial changes following approval of the other parties.  Mr. Mawhinney provided the second to that motion.  The motion carried.

Ms. Mitchell noted that at the last quarterly meeting Commission members were provided a scope of activities that could be accomplished in the January-March timeframe for evaluating water supplies that may be available to the AWBA for meeting its obligation to Nevada.  CAWCD indicated the scope identified activities similar to their own needs.  Recognizing the shared interest, CAWCD with AWBA staff’s recommendation, hired Tom Carr to evaluate these water supplies.  Ms. Mitchell commented that Mr. Carr recently retired from ADWR after 30 years of service.  He has a long-standing relationship with people along the river. 

Mr. Carr provided a progress report on the water supply acquisition study.   The scope of the study includes several components, including background information, evaluation of the water supplies, conducting meetings with stakeholders and potential partners who might want to make arrangements with the AWBA or CAWCD, and identifying the mechanisms for acquiring the supplies.  Stakeholder meetings would not take place until after the AWBA and CAWCD had their respective Commission and Board meetings. He clarified that he would not be negotiating agreements for water supplies.

Mr. Carr reviewed a summary of potential water supplies, noting the list provided in Table 1 was not prioritized in any way.  He commented he would further evaluate the water supply needs of each agency, including the time period for when supplies are needed and the methods for acquiring the supplies.  Initial estimates indicate the AWBA would likely need supplies over the next ten years, while the majority of the CAGRD’s supply needs tend to be long-term increasing over time.  The next step was to continue preparing background information to better understand potential availability of water supplies and the significant issues associated with the acquisition and delivery of those supplies.  Mr. Carr commented that he would be meeting with CAGRD and AWBA staff next week to review the screening process.  

Mr. Buschatzke inquired how many of the potential water supplies in Table 1 have legal restitution.  Mr. Carr responded that almost all did and consideration was included as part of the transaction costs.  He noted that Table 1 is an overview and that he would be providing detailed information in the background discussion paper.  Mr. Buschatzke also inquired if some of the supplies would require statutory change and what authority the AWBA and CAWCD have for acquiring supplies.  Mr. Carr commented that he had not investigated to that level of detail at this time.  Mr. Buschatzke noted he was in favor of moving quickly, but acknowledged that he would prefer to see a worst case scenario that included the amount of credits the AWBA currently has and how many credits might need to be recovered in the next ten years.  Mr. Mawhinney inquired if Indian firming needs were considered as one of the objectives of the AWBA.  Staff responded that the focus at this time was on using the $100 million to meet the Nevada firming requirement.  There are supplies currently available for M&I and Indian firming purposes.  However, it is not likely supplies will be available for meeting the Nevada obligation.  Mr. Buschatzke noted that staff had been directed to acquire water for meeting the Nevada obligation because of supply availability.  He added that the AWBA could acquire supplies through the ADD water process in the future if they are needed for M&I firming.  Mr. Henley pointed out that the $100 million is for the benefit of Arizona.  Therefore, some of the money could be used for Arizona uses if additional water is available.  However, Arizona must ensure its obligation to Nevada is met first.  

Mr. Mawhinney questioned if there were any conflicts that would be created in the AWBA’s relationship with CAWCD with regard to obligations and priorities.  Mr. Henley commented that the agencies are currently working synergistically.  It is always possible there could be issues in the future depending on the availability of water supplies.  He noted that like the AWBA, CAWCD must also have an understanding of supplies that might be available.  Mr. Buschatzke commented that the CAWCD Board demonstrated its ability to balance needs between entities by creating the Excess water pool for the AWBA and CAGRD.  Mr. Mawhinney commented that the pressure on the CAGRD will grow as its responsibilities increase.  Tom McCann (CAWCD) noted that the scope of activities will mutually benefit both parties.  It is possible that a long-term supply could be purchased for the same amount of money as a short-term lease, which could benefit other Arizona water users.  A process could be created that would alleviate the perception of unfairness.  He clarified that if the AWBA does not have water to meet its obligation, it would ultimately affect M&I customers, who are as important as CAGRD customers.  Water acquisitions could fold into ADD water and there are efforts to include Just water.  Mr. Buschatzke encouraged staff to be involved with Just water as they have been with ADD water.

Call to the Public

There were no additional comments.

The meeting adjourned at 12:20 p.m.
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