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Meeting Summary

Date:

Thursday, June 9, 2011 

Time:

9:30 a.m.
Location:
Arizona Department of Water Resources

Attendees:
David Snider – Chair (Pinal County Supervisor)

Doug Kupel (City of Phoenix)

Cecilio Flores – (City of Tucson)

Jason Baran (AMWUA)

Jim Hartdegen

John Munderloh - (Prescott Valley)

Nancy Scott – (ACC)
Robert Wagner – (Yavapai Regional Capital)

Tom Whitmer – (ADWR)

Val Danos – (AMWUA)

I. Introductions
The Meeting was called to order by David Snider at 9:10 a.m. and began with attendee introductions.

II. Presentation on the Intent and Limitations of an Organization Established Under Title 11
Jim Hartdegen made a summary presentation of HB 2157 (2002) and HB 2653 (2010) that authorized two or more public agencies through a contract or IGA to form a legal entity to contract for or perform some or all of the work as specified in the agreement/contract, or to exercise the powers held jointly by the contracting parties.  The originating legislation (HB2157) was initiated by several smaller electrical and irrigation districts in 2002 that independently of one another didn’t have the bonding capacity to construct a power plant and the associated electrical transmission services needed by all of the interested parties.  The idea behind the concept was to create a third party entity that would have the capability to sell revenue bonds independently of its members and with the revenues construct the necessary electrical generating infrastructure needed by its members.  

With the passage of HB2653 in 2010, a JAA was formed that consists of 16 or 17 members.  Members of the JAA identify potential projects and submit them to the JAA umbrella agency for ultimate approval and eventual implementation.  Once approved the JAA seeks financing for the project through the sale of revenue bonds.  The repayment of the revenue bonds sold is the responsibility of the JAA and each member’s bonding capacity remains in tact.  

Membership in a JAA is limited by statute and currently is restricted to cities, towns, and special taxing districts established pursuant to Title 48.  Although this was originally envisioned for entities to pursue electrical generating facilities and infrastructure, it could be applicable as well to for the development of water infrastructure.

Questions or statements posed during the presentation and discussions were:

1. Now is the time to buy water, but you need away to generate revenues from the purchase of the water in order to sell bonds towards that purchase.  How could you sell revenue bonds to purchase water?

2. Revenue bonds probably couldn’t be utilized to purchase water unless; the infrastructure to deliver the purchased water was already under construction or a project that could facilitate the transfer of the water for use was available.

3. Revenue bonds couldn’t be used to purchase water that would be banked for years into the future.  There has to be a revenue generation of some sort tied to the purchase of the water.

4. Revenues from the sale of bonds probably could be used to purchase water where the water would be leased back to an agricultural entity that it was purchased from.  

5. This might also be a good way for municipalities to partner on roads, parks and other projects.

6. In California they use JPAs.  What is the difference between a JPA and the JAA created by this legislation?

7. JPAs can only be formed by similar agencies, i.e. cities with cities.  Entities authorized in Title 11 to create a JAA are limited to select public agencies, but the agencies do not have to be identical, such as a city with a city in the JPA example.  The power of the JAA would be limited, however, to the joint powers of the two or more agencies involved.  In other words if one public agency had the authority to exercise powers of eminent domain and another public agency within the JAA did not the JAA would not have the authority to exercise that power.  

8. The original concept for the creation of a water augmentation authority strawman was regional in scope and now it appears as if it has evolved into a statewide entity.  Doesn’t a statewide agency complicate the issue?

9. What would the liability of the members of a JAA ultimately be?

10. Even the perception of liability could result in a city or other public entity from joining into a JAA.

11. The potential for real or perceived liability needs to be fleshed out.

12. The objective of creating a JAA umbrella agency was to ensure all liability for a project rested with the JAA and not its member agencies.  

13. Regionalization removes some of the potential liability.

14. Title 11 will probably have to be tweaked to accommodate the needs of interested agencies involved in water infrastructure projects

III. Presentation and Discussion on how Title 11 Water Augmentation Authority Concept can Engage in Private Public Partnerships

Robert Wagner from Yavapai Regional Capital presented a summary overview of the private public partnership concept.  The presentation included an overview of the traditional way governments have funded large scale infrastructure projects, typically through bonding, and a comparison of between the traditional and an alternative method of funding, which is the private public partnership.  

The advantages of the private public funding verses the traditional municipal bonding or federal government backed loan methods as presented, included reduced construction costs, increased efficiencies, and reduced time to complete projects.  According to Mr. Wagner, private public partnership managed and funded infrastructure projects can result in up to 40 percent savings in construction costs alone, primarily due to the elimination of change orders prevalent in most traditional government run infrastructure projects.  Another issue with the traditional bond funded government projects is the continued maintenance costs that are typically overlooked.

Under a private public partnership arrangement, the public is responsible to define the needs and develop the output requirements from a project.  The public is also responsible for supplying the initial seed money for planning and engineering work and for assisting in the permitting and zoning process.  The private sector is then responsible for developing and constructing the project with no change orders, financing the project, and ultimately operating and maintaining the project to the specifications identified by the benefitting public entities.  

A good example of the potential cost savings from a private public partnership and the standard bond financed project is the I-15 road project in northwest Arizona.  The state agency developed cost estimate was $160 million and the private sector bid for the same project was $40 million.

Private corporations, however, are not perfect and as such there needs to be government oversight to ensure the projects are completed correctly and to standards.  The public sector also needs to be on board with the project from the planning stages of the project in order to minimize opposition.  

As for private public partnerships and the possible JAA, Mr. Wagner felt that it could work very well in the private public partnership concept.  

The question was asked if a private entity would rather deal with one entity, such as a JAA as opposed to dealing with multiple parties.  Mr. Wagner indicated that it is always much easier to deal with one entity.

IV.
Discussion of Summary Report for Work Group
Due to the extensive discussion this agenda item was not addressed.

V.
Next Meeting 
The next meeting of the Finance Work Group was scheduled for Thursday June 30, at 9:30 at ADWR.

VI.
Adjourn – The meeting was adjourned at 11:15 a.m.
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