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INTRODUCTION

In 2010, the Arizona Legislature passed H.B. 2661 that created the Water Resources Development Commission (WRDC) for the purpose of assessing the current and future water needs of Arizona.  As a part of this effort the WRDC created five committees (Population, Water Supply & Demand, Environmental, Finance and Report committees) to address specific objectives associated with the assessment.  In April of 2011 the WRDC formed an additional working group, the Legislative Recommendations Working Group. The Legislative Recommendations Working Group was directed to focus their efforts on the task outlined in H.B. 2661(D) that specifies that the WRDC is to include “…recommendations for suggested legislation” in its report to the Governor, the Speaker of the House of Representatives, and the President of the Senate. Prior to the formation of the Legislative Recommendations Working Group, this task was previously identified in the work plan for the Report Committee. The working group was directed to submit its final report by August 15, 2011.
OBJECTIVE

Specifically, the task outlined by the WRDC for the Legislative Recommendations Work Group was to determine if the results from the other study tasks outlined in H.B. 2661 would require legislative action, and if so, to develop legislative proposals.  In the simplest terms, the WRDC committees determined that significant additional water supplies will be needed to meet projected new demands in certain areas of the state, development of new water supplies should consider and not impact environmental needs, and that substantial financial commitment will be required to accomplish these two objectives.  
METHODS

The Legislative Recommendations Working Group met on 4/25/2011, 5/16/2011, 6/13/2011 and 8/8/2011. During the course of its meetings, presentations were received on two issues, the Water Resources Development Revolving Fund and a “strawman” proposal for a statewide or regional water augmentation authority. 
The focus on the Water Resources Development Revolving Fund was that though it exists, it has no funds to provide for water resources development. Information was provided on potential alternative revenue sources including:
· Ad Valorem Taxes

· Water Withdrawal Fees

· Transaction Privilege Tax

· Bottle Water Tax

· Permit Fees

· General Fund Appropriations

In addition, information was provided to the working group on how much revenue could be anticipated from each potential revenue source.

The “strawman” proposal for a statewide water augmentation authority had been developed by representatives from the Northern Arizona Municipal Water Users Association in response to the Central Arizona Project’s Just Water proposal and had been receiving input from several other water providers, including the Arizona Municipal Water Users Association, City of Phoenix, City of Tucson, Mohave County Water Authority, Upper San Pedro Watershed, Central Arizona Project and Salt River Project. 
The “Strawman” proposal helped frame some of the water resource development and water infrastructure challenges facing areas outside of the three-county CAP service area and put forward a recommendation to form a statewide water augmentation authority.  One issue highlighted by this proposal is that multiple water stakeholders need mechanisms that let them form legal partnerships to jointly acquire water rights and build water infrastructure projects. 

The Legislative Recommendations Work Group examined a number of existing governance mechanisms that could help develop and finance joint water supply projects.  These included special districts, intergovernmental agreements, other contractual arrangements and the joint powers legislation (A.R.S. §11-952.02).  The working group concluded that all have certain drawbacks. Specific improvements have yet to be worked through by the group.  
Another item of discussion for the working group was whether a statewide or regional entity made up of various water stakeholders could legally access the Water Supply Development Revolving Fund (A.R.S. § 49-1271).  
Issues and Concerns 
A number of issues and concerns were noted by the working group members during discussion: 

1. Should the water supply development entity be statewide or several regional entities?  There are typically three main components to a water supply project: 1) Acquiring water rights through development or purchase, 2) Financing and building infrastructure, 3) Operation and maintenance of the project. 
a. Will multiple regional entities increase competition for limited water rights? 
b. Since water supply infrastructure, by nature, will have a limited service area, a regional entity makes sense for financing, infrastructure development and repayment.  

i. Does or should the State of Arizona participate in the regional entities as a stakeholder?
ii. Can the State of Arizona lend its financial credibility to project financing without having financial obligations?

2. Can private entities, such as private water companies and mines, be part of the regional or statewide water development entity?

a. Current legislation in A.R.S. § 11-952 would exclude private entities.
3. Is a regional or statewide water development entity eligible to access the Water Supply Development Revolving Fund?
a. Currently this fund is limited to water providers defined in A.R.S. § 49-1201(14).
b. Currently only water providers that are within Active Management Areas or have adopted Adequate Water Supply rules can access this fund.  Adequate Water Supply rules only apply to community water providers, not mines or agriculture.  
RecomendationS
The H.B. 2661 that establishes the WRDC has set a due date for its report to the Governor and Legislature of October 1, 2011.  The Legislative Recommendation Working Group will not be able fully consider the outlined issues and suggest legislative changes (if necessary) by that time.  The WRDC does not sunset until September 30, 2012 in accordance with H.B. 2661.  The Legislative Recommendations Work Group recommends the WRDC direct the Legislative Recommendations Working Group to continue consideration and develop final recommendations regarding legislation (if necessary) for funding the Water Supply Development Fund and enabling formation of a state or regional water augmentation authority. The Working Group recommends a deadline be given to provide a full report to the WRDC by August 1, 2012.  


