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Meeting Summary
Date:

Monday, May 16, 2011 

Time:

10:00 a.m.
Location:
Arizona Department of Water Resources

Attendees:
Pat Call – Chair (Cochise County Supervisor)

John Munderloh – Vice Chair (Prescott Valley)

Aaron Citron (Arizona Land and Water Trust)

Beth Miller (City of Scottsdale)

Bob Strain

Brenda Burman (TNC)

Bruce Hallin (SRP)

Cheryl Lombard (TNC)

David Brown (Brown and Brown)

Dennis Rule (CAP)

Dick Thompson (City of Tucson)

Doug Kupel (City of Phoenix)

Eric Duthie (Town of Taylor)

Gerri Wildeman (ADWR)

Jeff Gray (RR Partners)

Jim Renthal (BLM)

Jocelyn Gibbon (EDF)

Norm DeWeaver (ITC)

Rebecca Davidson (SRP)

Shilpa Hunter-Patel (Freeport-McMoRan)

Ron Doba (NAMWUA)

Ron Solomon (Town of Taylor)

Steve Olson (AMWUA)

Stu Spalding (Town of Taylor)

Symone Hall (TNC)

Tim Gibson (Freeport-McMoRan)

Todd Henderson (Town of Marana)

Tom Buschatzke (City of Phoenix)

Val Danos (AMWUA)
Via telecom:

Cliff Cauthen (HIDD)

David Snider (Pinal County Supervisor)

Fred Breedlove (Squires, Dempsey, etal)

John Rasmussen (Yavapai WAC)

Maureen George (MCWA)

Warren Tenney (Metro Water)

Linda Stitzer (Western Resource Advocates)

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

II. Overview of Water Resources Supply Development Revolving Fund Presentation
Tom Whitmer made a summary presentation of the Water Supply Development Revolving Fund (Fund).  The presentation included the how and when the Fund was created, who oversees the Fund, sources of revenue for the Fund, who is eligible to receive funds, what the money in the Fund can be used for, and the length of term for repayment of any loans from the Fund.  In summary the Fund was legislatively authorized in 2007.  The Fund is overseen by the Water Infrastructure Finance Authority in consultation with the Water Supply Development Committee, which was also established in 2007 by the legislation that created the Fund.  Water providers located within an AMA or in a city or county outside of an AMA that have adopted the mandatory water adequacy requirement for new subdivisions are eligible to receive monies from the Fund.  The statutorily defined sources of monies for the Fund are from: revenue bonds, appropriations, the federal government, loan payments, investment income, and grants gifts, and donations.  The maximum term for repayment of any loans provided from the Fund is 30 years.  Rules governing the funding process for the Fund were adopted in October 2010.

The presentation also went into alternative revenue sources as possible options to funding the Water Supply Development Revolving Fund.  Sources included ad valorem taxes, transaction privilege taxes, impact fees, bottle water tax, and appropriations.  Some of the examples of the projected revenue generation presented were as follows:

· A five and 10 cent per 1000 gallons transaction privilege tax is estimated to generate as much as $24 to $48 million annually.  

· Impact fees from building permits at $250 and $500 per permit are estimated to generate $1.5 to $3 million annually.  

· A 2 and 5 cent per bottle water tax are estimated to generate about $15 to $38 million annually.  

· A $50 fee for new wells and a $10 annual fee for all wells is estimated to generate about $150K to $1.5 million annually.  

III. Discussion of Strawman Proposal For Statewide Water Augmentation 

Authority
Ron Doba provided a brief summary overview of for a proposed Statewide Water Augmentation Authority (Authority).  The intent of the Authority would be to serve as an entity where resources of communities and private entities could be “pooled” for the purpose of acquiring and funding the purchase of water necessary to meet their future water demands.  The proposed Authority as presented by Ron would have the authority to buy and sell water from any source statewide.  The creation of any Authority would either have to be accomplished through new legislation, which is perceived as being difficult, or by utilizing existing state statutes to create the proposed Authority.  Ron identified A.R.S. § 11-952.02 as an existing statute that has the potential to be utilized in creating the Authority.  

Under A.R.S. § 11-952.02 the Authority would have a corporate existence with all of the rights and immunities of municipal corporations within the State of Arizona, including immunity from taxation.  The Authority would not be a public service corporation regulated by the Arizona Corporation Commission and the Authority would have the authority to issue revenue bonds.  The one potential drawback to utilizing this statute is that it would limit membership to public agencies only; more specifically, only agencies that can enter into IGA’s. 

Ron stated that earlier discussions regarding creation of an Authority resulted in a number of questions. He categorized the questions based on the following four subject areas:  Mission; Membership; Formation; and Nuts and Bolts.   The questions and Recommendation committee discussion pertaining to each is as follows:

MISSION:

1. Will the Authority be statewide or regional in scope?

2. Will the Authority only provide raw water at wholesale prices or will it also get into providing treated water as well?

3. Will this be the only option for augmenting supplies? 

4. Will the Authority be funded by the members only?

5. Does everyone pay in to the Authority even if they do not receive any benefits?

6. Is the Authority a buyer’s broker or a seller’s broker?

7. Should the Authority get involved in the development of infrastructure or strictly serve as a water broker?

The conclusion of the discussion was that the Mission of the Authority should be statewide, but should not be the only option available for augmenting supplies.  Those entities that derive benefits from the Authority should be responsible for funding the Authority.  The Authority should be able to develop infrastructure and provide treated water.  The Authority will serve in the capacity of a buyer’s broker.  

MEMBERSHIP:

1. Title 11 restricts membership to public entities only.  How would a mining company or other private entity participate in the Authority and have a voice at the table?

2. Could a private entity subcontract with a government entity that is a member to obtain water through this Authority without being a public entity?  

3. The proposed Authority concept mentions the possibility of two levels of membership; one for those entities that have no other alternative to augment current supplies and a second level of membership for those entities that do have the capability to augment current supplies, but would still like to be at the table and potentially participate as opportunities arise.  Under Title 11 two levels of membership could be problematic because it may even restrict a domestic water improvement district from participating.

4. Could Title 11 be amended to accommodate participation by private entities?

5. If you create an Authority with taxing authority you are going to still create problems for private entities participating.

6. Title 11 was created to allow participation by entities that can enter into an IGA.  

7. Should there be two levels of membership?  Could the second level membership serve in an advisory capacity? 

8. If the second level of membership is an advisory committee, what would be the role of the advisory committee?

9. Does this Authority have the authority to be allocating water?  It sounds like this would be a market based approach to allocating water. 

10. ADWR is responsible for allocating water in the State and if the water is Colorado River water the Bureau of Reclamation (BOR) would also have responsibility as well.  How would this Authority do allocations?

11. ADWR and the BOR would have to be involved on some level.

After a great deal of discussion it was concluded that there would be just one level of membership and there needs to be away for private entities to participate and have a voice in the operation of the Authority.  Shilpa Hunter-Patel offered to provide some options or language to amend Title 11 to allow for participation by the mining companies and other private entities.  

FORMATION:

1. Would it be easier to modify a currently existing entity such as CAWCD to fulfill this role or would it be easier to create a new entity perhaps under Title 11?  

2. Modifying CAWCD would be extremely difficult and should not really be considered as an option at this time.

3. Title 11 really focuses on public entities, which is problematic for mining companies and other private entities.

4. Title 11 could be amended to allow for participation by private entities for contracting purposes, but how would a private entity have a voice at the table.

5. Could this Authority partner with a mining company to purchase water and then divide the volume of water acquired accordingly?

6. Would an entity formed under Title 11 be eligible to receive funding from the Water Supply Development Revolving Fund?

The conclusion of the discussion was that no currently existing entity could be easily modified to address the mission of the proposed Strawman Authority.  Creating an entity under Title 11 is feasible but not without its own problems.  Title 11 restricts membership to public entities only, which is problematic.  Further investigation into language to modify Title 11 to allow for participation by private entities needs to be researched.  Shilpa Hunter-Patel has agreed to provide some draft language for consideration.  

NUTS AND BOLTS:
Ron explained the Nuts and Bolts of the Authority had to do with some of the specifics of what the Authority would be involved in such as obtaining water for drought protection and firming, can entities partner with one another for purchases or can they only contract with the Authority individually, how will revenue bonds be used by the Authority, how will the allocation process work, etc.  Responses and questions to Ron’s explanation were as follows:

1. The Authority shouldn’t have any authority to govern the use of the water by its members.

2. Entities should have the ability to partner together and then contract with the Authority.

3. Where will the revenue come from in order to sell revenue bonds?

4. Taxing authority maybe required in order to generate revenues for the sale of revenue bonds or to purchase infrastructure including treatment plants.

Ron concluded the discussion by stating that further thought and discussion is needed on this issue and indicated that he would update the questionnaire and strawman proposal and be prepared to lead a continuing discussion on the topic at the next meeting.  Ron asked the members of the Committee to forward any suggestions or comments to the Strawman Proposal to him so that he could incorporate the suggested changes into proposal.

IV.
Discussion of Organizational Structure of Recommendation Committee

Pat Call asked the committee members whether or not the committee should be opened up to anyone or if it should be limited only to commission members and their staffs.  The consensus of the group was that nobody has been denied participation in any of the other working groups and the Recommendations Committee should be no different.

V. Objectives and Expectation for the Recommendations Committee
Pat Call opened the discussion up to the members of the committee regarding the overall objective of the Committee.  The question of whether all recommendations from the other working groups should be forwarded to the Recommendation Committee for final vetting and release to the Commission or whether the working groups should develop their own recommendations pertaining to their area of responsibility and the Recommendation Committee would then develop its own recommendations on issues such as the creation of a Statewide Water Augmentation Authority was asked.  It was stated that some of the working groups are unsure of what they are supposed to do regarding recommendations now that a Recommendation Committee has been formed.  The consensus of the Committee was that each working group should develop their own recommendations and include them with their summary reports.  The role of the Recommendation Committee is not to filter or vet recommendations from the working groups and forward them on to the Commission.  The Recommendation Committee should focus exclusively on recommendations similar to the creation of the Statewide Water Augmentation Authority.  It was suggested that the Commission clarify this at the next Commission meeting.

VI.
Next Meeting and Agenda Items
The next meeting of the Recommendations Committee is scheduled for June 13th at 10:00 a.m. at ADWR.  One agenda item identified is the continuation of the discussion pertaining to the Statewide Water Augmentation Authority.

VI.          Adjourn
Meeting adjourned at 11:40 a.m.
Follow-up items:

Determine if Title 11 Authority could receive funding from the Water Resources Development Revolving Fund – Tom Whitmer

Provide language for modifying Title 11 entity to accommodate the participation and membership of private entities – Shilpa Hunter-Patal

Update Strawman Proposal – Ron Doba
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