Arizona Department of Water Resources

Third Management Plan Stakeholder Meeting Summary

March 3, 2006

Welcome, Introductions, and Overview of Agenda

The meeting opened with stakeholder and ADWR staff introductions. 

See “In Attendance” section on the last page.

ADWR Agricultural Best Management Practices (BMP) Program 

Mike Hanrahan (Agricultural BMP Program Manager) discussed the design, participant enrollment process, and compliance effectiveness measures of the Agricultural BMP Water Conservation Program. Three years of discussions on alternatives to the Base Agricultural Program began in the late 1990s, yielding the well-perceived and highly cooperative Agricultural BMP Program that began in 2002. The Agriculture BMP Program is an interim program until 2010.

The primary focus of the Agricultural BMP Program and associated advisory board is efficient water management.  The advisory committee follows a strict interpretation of the rules and demands that enrollees comply with the water conservation choices selected. The landowner must give enrollment permission (two page form), as most farmers are generally not landowner-operators anymore and provide a farm plan map. Noncompliant IGFRs are not eligible for enrollment in the program. 

Qualifying and Enrollment 

See Modifications to the Third Management Plan (April 2003), Appendix 4B for enrollment/qualifying worksheets 

A brief summary of the BMP enrollment process and categories is as follows:

An enrollee must qualify on the farm worksheet. A “farm” is composed of one or more irrigation grandfathered rights (IGFRs), which are effectively pieces of land. Four BMP categories exist, divided into the physical engineering farm aspects and water/agronomic management. An enrollee must accumulate at least one point in each category and while receiving at least ten total points. The scoring system provides a balanced approach to water management. All farm and field improvements (BMP achievable points) must be in place at the time of program enrollment.

Category 1: Water Conveyance System Improvements. Points are scored based on the percentage of the total farm area served by approved conveyance systems (e.g., concrete lined ditches, pipelines, drainback system). 

Category 2: Farm Irrigation Systems. The following questions all deal with water use efficiency: Are the fields flat, sloped, served by a drip system, reusing tailwater, of uniform grade? Two points must be scored in Category 2.   

Category 3: Irrigation Water Management. Irrigation management practices must be conducted annually and include adding improvements to the overall farm system (e.g., laser touch-up, alternate row irrigation). 

Category 4: Agronomic Management. Includes combinations of plant and soil management practices that, with proper implementation, conserve water over the length of the growing season.

Participation

In Arizona, “working farms” or IGFRs larger than 10 acres, number between 2,000 to 2,500 farms. Approximately 140 “working farms” representing 35,000 acres are currently enrolled in the program. Additional estimates show that Arizona has 350 commercial farm operators, with roughly 10% enrolled in the BMP program.

Evidencing and Audits

Ten to fifteen formal farm visits are scheduled for spring 2006. Two irrigation management services, funded by various public and private agencies, provide free conservation services and scientific measurements for the farm operators. Program compliance is routinely checked through travel and physical farm observation. 

Effectiveness Questions Await Independent Evaluation

ADWR received a Natural Resources Conservation Service Conservation Innovation Grant, providing an independent third-party evaluation of the program. Program effectiveness is unknown at present. Questions regarding how program effectiveness should be measured still exist. Mr. Hanrahan stated that under the BMP program total water use might increase (based on crops grown and water allotments) even as farm operators increase water efficiency.

Compliance Philosophy

The goal is to get farm owners and operators enrolled in the interim program, before it expires in 2010. Noncompliance until that date only reverts the owner/operator back into the Base Program.

Questions

Keith Larson: What processes were involved when deciding appropriate water conservation measures?

Mr. Hanrahan: The advisory committee held meetings with farmers, irrigation district managers and ADWR staff members over a two or three year period. A majority of the measures included were based off of common sense practices already implemented by farm operators for years.

Bill Garfield: What is the administrative burden of the program?

Mr. Hanrahan: ADWR is in the process of managing the program. The Base Program founded twenty-five years ago is straightforward and simple to administer. The BMP program is harder to administer, but when database reprogramming and other frontloaded measures are finished the additional burdens will be reduced. Administrative burden is an important component to be aware of during BMP program development

Comment: Municipal providers must estimate gallons of water saved, but agricultural water uses are not subject to quantification. Should a municipal conservation program only require evidence of BMP incorporation in the service area removing the strict quantification currently in place?

Robin Stinnett: This concern was discussed during the municipal provider meetings   months ago. Some conservation measures are easier to quantify than others. There are some problems with reporting an estimate of gallons of water saved.

Mr. Garfield: What about electronic filing, given the current ADWR staff limitations?

Joe Singleton: ADWR is investigating electronic form filing, in consideration of the amount of reporting required within the AMAs, and new requirements applying to those outside of AMAs. 

Proposed Alternative Third Management Plan (TMP) Concepts – Val Danos 

Val Danos presented a TMP/ Fourth Management Plan Review Concept as follows:

When a large municipal provider in the Non-Per Capita Conservation Program (NPCCP) applies for a designation or re-designation of assured water supply (AWS), the municipal provider shall submit a report describing and evaluating its NPCCP since the municipal provider was last designated, or re-designated, as part of the municipal provider’s application for an assured water supply. A large municipal provider in the NPCCP who is designated as having an assured water supply is exempt from the annual review and reporting requirements for its NPCCP.

Mr. Larson: Would a designated provider have to submit any reporting requirements to the Department after ten years? Would the Department assume that providers are implementing the selected conservation measures?

Mr. Danos: That is correct; no reporting would be required only for the water conservation program. After ten years the provider submits a report to ADWR detailing conservation activities for the past decade.

Mr. Larson:  How does this relate to people who don’t have a designation of AWS?

Mr. Danos: Those without an AWS designation would not qualify under this concept. To qualify the provider is either applying for AWS designation, is already designated or applying for re-designation. Obviously, this limits the providers who would qualify.

Mr. Larson: That falls short of BMP programs in other states like California and does not address providers without an AWS designation. 

Ken Seasholes: A conservation program without some of annual reporting might expose the state and municipal providers to conservation commitment questions.  The issue between conservation programs and AWS supply designation is central to any proposal. 

Comment: How many providers fall into this NPCCP category? 

Ms. Stinnett: Statewide, there are four large providers in the category discussed in Mr. Danos’ presentation.

Comment: Water providers’ daily and monthly records will still be produced and the bulk of administrative burden will remain unchanged.

Ken Seasholes: The structure of the non-per capita program and Reasonable Conservation Measures (RCMs) can become less administratively burdensome and focused more on water conservation. It is appropriate to link your status under the AWS rules with conservation programs.

Ms. Stinnett: Concerns could be raised about submitting 10-years worth of data at once. Would this, in fact, save time? It depends on how the reporting process is streamlined.

Comment: The problem I have as being a non-per capita city is the quantification of water saved. It would more advantageous to show ADWR the methods and amount of money used on conservation programs rather than estimating number of gallons saved.

Ms. Stinnett: Some requirements that cause providers to submit an estimate of water saved. There are instances where, despite diligent record keeping some values are always estimates, but some conservation methods yield actual water savings value. Would you propose an across the board elimination of amount of water saved reporting?

Comment: We still have to track water saved and show management the money spent and resultant water savings. RCM reporting requires actual saved values not estimates.

Mr. Danos: One goal of the Groundwater Management Act is to reduce dependency on groundwater supply. Why place additional burden on designated providers? Fundamentally, this is a policy disconnect.

Mr. Larson: Having an AWS designation and doing little or no additional water conservation remains problematic. 

Proposed Alternative TMP Concepts – Fernando Molina

Mr. Molina supplied PowerPoint handouts to the stakeholder group. 

Refer to the handouts for greater presentation detail.

Mr. Molina:  Program uniformity in terms of data analysis, evaluation and presentation of water conservation information needs to be in place. 

Mr. Garfield: Uniformity in data output is good, while allowing custom tailoring conservation within your service area. I like this concept: Why put conservation measures out there that do not represent the surrounding demographics. Customizing service areas amplify administrative inefficiency for the Department.

Comment: The City of Eloy has around 2,500 utility connections and in five years will have 10,000 to 12,000 connections. It is too costly to retrofit existing connections so the city passed ordinances requiring water savings features for new home construction. Larger, more established cities would have no way to afford the retrofitting their service areas.

Mr. Molina: A reasonable conservation analysis study would identify this type of individual service area characteristics. I like the fact that water providers can select conservation measures that make sense in their service areas.

Mr. Garfield: This proposal doesn’t make GPCD the end all compliance measure. GPCD should be used as a gauge of success, not a strict pass/fail value.

Dave Iwanski: How do we get technology that we know saves water and energy costs to the public on a large scale?

Comment: New technologies could be submitted as a BMP if shown to work and the associated water savings can be quantified or measured in some manner.

Ms. Stinnett: The discussion centered on the aspect of uniformity of conservation measures with some custom tailoring as a provider addresses service area needs. In terms of evaluation there are appropriate measures to evaluate a conservation program or activity, but they won’t be the same across the board and it may not always be water savings. Plan development shows that a provider has looked closely at their service area and knows their conservation potential. If the plan extends beyond one-year goals long-term objectives can be worked toward. Water use tracking should be used as a measurement tool for success, but not a compliance tool. Finally, conservation information should be shared between providers to benefit the water community as a whole. 

Terri Sue Rossi: Estimating actual water saved by a certain conservation program remains difficult. The group might want to measure actual water savings as the difference between historic water use values (extrapolated for population increase) versus the lower amount used (per capita) at present after years of conservation measures.

Suggestions for a Productive Stakeholder Process

Ms. Stinnett: Called for suggestions/comments for a productive stakeholder process.

Ms. Little: I would like to revisit the questions submitted by Water CASA.

Ms. Rossi: How much time do we need to spend on this process? What results are wanted? What are the interim steps? Our discussion should be focused on these points.

Ms. Stinnett: I’m hoping for some consensus on our goals later after lunch.

Donna DiFrancesco: I would like to know the Department’s perspective. What program will work for the Department in terms of administration and staffing?

Ms. Stinnett: I am compiling a list of issues. The Department will review these issues and discussions internally and present our decisions in the near future. 

Private Water Company (PWC) Presentation

Keith Larson (Arizona-American Water Company), Bill Garfield (Arizona Water Company), and Steve Olea (Arizona Corporation Commission) presented the position of private water companies. Refer to the paper entitled “Issues and Challenges Facing Private Water Companies Concerning the Implementation of Water Conservation Programs,” for additional information.

Questions and Comments

Steve Olea: The courts instructed the Arizona Corporation Commission (ACC) to institute a “full rate raise” review for any rate increase regardless of the amount of rate increase. If a PWC can demonstrate that program implementation will conserve water and subsequently lower revenue, then rates may be raised to cover the loss. 

Bill Garfield: Rates are decided on a case-by-case basis. Rate increases usually require system specific evidence of revenue loss due to effective water conservation measures.

Mr. Olea: Ultimately we have one goal: to conserve water. Mr. Olea favors a BMP-style program with several conservation choices. He thinks this type of program has a better chance of approval from the ACC. A PWC could request from the ACC almost any tariff desired (e.g., the water company won’t serve new residential subdivisions unless x, y, and z are met). Water companies can request these types of measures as long as the measure doesn’t contradict any local ordinances. 

Mr. Danos: Have you ever applied for a wasting of water tariff?

Mr. Garfield: We have conservation tariffs in place, but not specifically a wasting of water tariff. We do have an ACC approved curtailment tariff and during times of shortage we can ban certain types of water uses.

Mr. Danos: You really don’t know what the ACC will do until you submit something to them? Has any private water company as part of their conservation efforts gone to the ACC and asked for the ability to shut off wasteful water users? 

Mr. Garfield: We have not asked for one. The process is highly political and resembles a city council. PWCs can do certain things, but ultimately the power lies in approved tariffs and decisions from the ACC.

Ms. Rossi:  Should PWCs even be in the demand management business? PWCs are in the business of selling water not conservation of water. Is it not the government’s responsibility to control and manage utility demand?  PWCs should have an impact, but only at the rate decision level. 

Mr. Garfield: This is a false concept because the more water PWCs sell doesn’t correlate to an increase in profits. PWC rates are based on investment and operating expenses with a profit that generally does not exceed 9%. No incentive exists to sell more water because at the next rate review your rate level is lowered. 

Paul Gardner: PWC deliveries are subject to the aesthetic decisions of a town or jurisdictional political base. PWCs can try to deflect and direct building and landscaping decisions, but are not the decision makers. PWCs cover their expenses and receive an approximately 8.5% return on investments regardless of the amount of water sold. 

Mr. Danos: Do PWCs have different classes of customers?

Mr. Garfield: Our customer classes are residential, industrial, and commercial. For ADWR reporting purposes the residential class is broken down into multi-family, single family, etc. The service rates, however, do not vary between customer classes. 

Mr. Danos: Did you specifically request a distinction between customer classes?

Mr. Garfield: Not specifically, but in testimony we told the ACC to consider impacts of customer class. 

Mr. Danos: I understand your problems and difficulties with the ACC, but part of the problem might be that PWCs are asking for the wrong thing from the ACC. Ultimately, a PWC controls the tariffs they ask for. I’m not so sure some of the things you are requesting from the ACC have even been asked for let alone denied outright.

Mr. Gardner: The problem is such: If a PWC sets a rate and it is not met, the company can go out of business. If a city council sets a rate it can adjust the rates as necessary. There is no cap to the amount of profit a city council can over earn in a year. Tiered rates are difficult because successful water conservation may force a PWC out of business. 

Mr. Olea: The ACC is constitutionally empowered; therefore, anything dealing with rates is not under the purview of the state legislature. The ACC has extremely broad powers when it comes to utility rates.  The ACC regulates PWCs, regardless of ADEQ, ADWR, or any other statutes. I feel, however, that the current ACC board is extremely receptive to power and water conservation, especially if the programs are endorsed by ADWR or governmental agencies. The PWCs will need time to adjust (3 years) to any approved conservation programs and associated rate changes.

Shilpa Hunter-Patel: I think the idea of a tariff for water wasting would be similar to a BMP. A tariff that requires a conservation program limit on water use, Covenants, Conditions, and Restrictions, new subdivisions, etc. seems beyond the scope of the stakeholders group. 

Warren Tenney: What do you want the conservation program to look like?

Mr. Garfield: I would like some base BMPs required of all providers and the flexibility to institute additional areas of water conservation specific to a service area. I don’t like a black/white GPCD test of compliance. Also, the expenses incurred to implement conservation programs should be recoverable or partially recoverable. Every water company should be involved in some conservation activity. Hopefully, the administration and reporting of a BMP-style program would be less exhaustive for all providers and the Department.

Tom Buschatzke: A BMP program with benchmarks and some reasonable monitoring might be an option.

Question: Has a PWC considered partnering with municipalities that only have a wastewater treatment plant or recharge facilities (e.g., Coolidge, AZ)?  

Mr. Garfield: The city of Casa Grande and Arizona Water Company are jointly preparing a water resource master plan to find the best ways to utilize effluent in Casa Grande. 

Mr. Seasholes: The philosophical role of PWCs has been questioned regarding whether or not they should be serving water while maintaining an obligation to conserve water also. Title 45 clearly places such an obligation on PWCs. PWCs may not have the right set of incentives when going before the ACC in terms of the most effective water conservation measures. Requiring PWCs to ask the ACC for the correct conservation methods realizing the request still may be denied is an option. There is a subset of measures that both public and private water providers adhere to regarding provision of water and another set dealing with ordinances and planning, which are beyond the scope of this process. 

Mr. Buschatzke: What is the legal authority of a municipality that is not serving   customers within the service area of a water company? I don’t know the answer to this.

Ms. Stinnett: It seems that a list of required BMPs and as second list of optional BMPs selected by service area characteristics is a common theme. For PWCs these secondary BMPs would include enlisting support of local jurisdiction. The ACC and PWCs would deal with earnings issues without the Department’s involvement. 

Ms. Little formally offered the following water conservation program:

A municipal program, modeled after the agricultural BMP program, intended to be used as a pilot program for the duration of the TMP. If this program is successful it will be evaluated during the developmental phase and may be used in or replace conservation programs in the Fourth Management Plan. It is performance based and intended that all providers will make an effort to increase water use efficiency in their service areas. Each provider shall choose the best conservation options from a menu of choices. The options offered are a mix of technical, policy, and informational efforts, which can be selected to best suite the particular needs of the utility and the demographics of the customers being served. There will be a brief annual conservation report (three pages or less) required that 1) outlines efforts for the year 2) describes rationale for future efforts and 3) demonstrates the effectiveness of the reported efforts. Possible points can be achieved through, 100% metered connections, leak detection and unaccounted water program (with points for >10% or <10% L&U), a conservation rate structure would be present or required at the next rate change case, a public information and education outline, audits, workshops, investments in reclaimed water systems and/or encouragement of grey water reuse and harvested rainwater, and entities able to institute ordinances would do so and if not the provider would be working with the jurisdiction governing the service area. All utilities must achieve a certain number of points (to be determined) that provide a numerical indicator of success, but are not regulated on this number, which is based on total GPCD and more importantly residential GPCD.

Next Meeting

Time: 10:00 a.m.

Date: March 24, 2006

Location: Fidelity National Title Building

     Casa Grande, AZ
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