Department of Water Resources

Director: Herb R. Guenther

A.R.S. §45-102

JLBC Andyst: Aaron Galeener

FY 2009 FY 2010 Fy 2011
ACTUAL ESTIMATE APPROVED

OPERATING BUDGET
Full Time Equivalent Positions 2317 216.7 207.2Y2
Personal Services 7,649,400 7,519,300 7,429,500
Employee Related Expenditures 2,864,100 2,564,500 2,545,900
Professiona and Outside Services (169,700) 537,600 537,600
Travel - In State 202,500 207,600 207,600
Travel - Out of State 10,300 32,500 32,500
Other Operating Expenditures 2,785,500 2,513,400 2,636,500
Equipment 92,400 45,000 45,000
OPERATING SUBTOTAL 13,434,500 13,419,900 13,434,600
SPECIAL LINEITEMS
Adjudication Support 1,601,600 1,255,800 1,245,600 %
Arizona Water Protection Fund Deposit 0 0 0
Assured and Adequate Water Supply Administration 1,781,000 2,512,800 1,817,200¢
Automated Groundwater Monitoring 505,200 422,200 418,800
Conservation and Drought Program 465,700 409,800 406,400
Rural Water Studies 1,409,300 1,173,300 1,163,800 %
5th Specia Session Reduction 0 (1,368,600) (1,368,600)
7th Specia Session Reduction 0 0 (4,133,700)
7th Specia Session Fund Shift 0 0 (5,662,900)
AGENCY TOTAL 19,197,300 17,825,200 7,321,200¢
FUND SOURCES
General Fund 10,285,500 16,874,000 7,052,900
Other Appropriated Funds
Assured and Adequate Water Supply Administration 1,011,800 951,200 268,300
Fund
Water Banking Fund 7,900,000 0 0

SUBTOTAL - Other Appropriated Funds 8,911,800 951,200 268,300

SUBTOTAL - Appropriated Funds 19,197,300 17,825,200 7,321,200
Other Non-Appropriated Funds 14,812,700 7,668,700 7,668,700
Federal Funds 337,600 393,500 301,500
TOTAL - ALL SOURCES 34,347,600 25,887,400 15,291,400

AGENCY DESCRIPTION — The Department of Water Resources administers and enforces Arizona's groundwater and
surface water law, as well as legally representing the state’ s water rights. The department also participates in surveying water
level and quality and planning flood control.
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Includes 59.8 GF FTE Positions funded from Special Line Itemsin FY 2011.

The FY 2011 General Appropriation Act did not reduce the number of FTE Positions. These FTE Positions may need to be re-allocated in the FY 2012
budget.

Monies in the Adjudication Support line item shall only be used for the exclusive purposes prescribed in A.R.S. § 45-256 and 45-257B4. The
Department of Water Resources shall not transfer any funds into or out of the Adjudication Support lineitem. (General Appropriation Act footnote)
Monies in the Assured and Adequate Water Supply Administration line item shall only be used for the exclusive purposes prescribed in A.R.S. § 45-108
and 45-576 through 45-579. The Department of Water Resources shall not transfer any funds into or out of the Assured and Adequate Water Supply
Administration lineitem. (General Appropriation Act footnote)

It isthe intent of the Legislature that monies in the Rural Water Studies line item will only be spent to assess local water use needs and to develop plans
for sustainable future water supplies in rural areas outside the state's AMASs and not be made available for other department operating expenditures.
(Genera Appropriation Act footnote)

General Appropriation Act funds are appropriated as an Operating Lump Sum with Special Line Items by Agency.
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Operating Budget

The budget includes $13,434,600 and 147.4 FTE Positions
from the General Fund for the operating budget in FY 2011.
These amounts fund the following adjustments:

Statewide Adjustments
The budget includes an increase of $14,700 from the
Genera Fund in FY 2011 for statewide adjustments.
(Please see the General Provisions section.)

Adjudication Support

The budget includes $1,245,600 and 21.3 FTE Positions
from the General Fund for Adjudication Support in
FY 2011. These amounts fund the following adjustments:

Statewide Adjustments
The budget includes a decrease of $(10,200) from the
Genera Fundin FY 2011 for statewide adjustments.

A.RS. 8§ 45-251 requires the Department of Water
Resources (DWR) to provide technical and administrative
support to judicial proceedings involving general stream
adjudications for the Gila and Little Colorado Rivers. The
purpose of the adjudications is to determine the nature,
extent, and priority of the water rights claims on the 2
rivers. Technica support for the adjudication courts
includes the preparation of hydrographic survey reports
and technical reports on specific issues within the
adjudications. In addition, DWR is required to keep track
of the Statement of Claimants and implement court rulings
that are in favor of the claimants.

In 1953, Congress passed the McCarran Amendment,
granting state courts jurisdiction over the adjudication of
the tribal water rights. As part of this amendment, if the
states are unsuccessful in completing the adjudications, the
adjudications will be moved to federal courts.

Arizona Water Protection Fund Deposit

The budget includes no funding for the Water Protection
Fund Deposit in FY 2011. Thisamount is unchanged from
FY 2010.

The FY 2011 Environment Budget Reconciliation Bill
(BRB) (Laws 2010, 7" Special Session, Chapter 7)
includes a session law change to A.R.S. § 45-2112
suspending the statutory $5,000,000 General Fund
appropriation to the Water Protection Fund in FY 2011.
This General Fund appropriation has been suspended since
2000. In FY 2009, $2,000,000 was appropriated from the
Arizona Water Banking Fund.

The Arizona Water Protection Fund, administered by the
Water Protection Fund Commission, provides grants to

organizations for the preservation, enhancement, and
restoration of rivers, streams, and riparian environments.

Assured and Adequate Water Supply Administration

The budget includes $1,817,200 and 21 FTE Positions for
the Assured and Adequate Water Supply (AAWS)
Program in FY 2011. These amounts consist of;

FY 2011
General Fund $1,548,900
AAWS Administration Fund 268,300

These amounts fund the following adjustments:

Statewide Adjustments
The budget includes a decrease of $(21,000) in FY 2011 for
statewide adjustments. This amount consists of:

General Fund
AAWS Administration Fund

(12,700)
(8,300)

Revenue Realignment
The budget includes a decrease of $(674,600) and (2.5)
FTE Positions from the AAWS Administration Fund in
FY 2011 to bring its appropriation in line with annual
revenue. Lower revenues are due in part to a decline in
new home construction.

Laws 2005, Chapter 217 established the Assured and
Adequate Water Supply Administration Fund to provide
for the costs and expenses incurred by DWR when
determining and declaring assured and adequate water
supplies. The AAWS Administration Fund is subject to
appropriation and consists of monies that are paid to DWR
for applications relating to assured and adequate water
supplies. Previously, fees were deposited into the General
Fund.

Monies in this Special Lines Item (SLI1) are to provide for
the operating costs of the AAWS Program. All new
subdivisions must receive a Certificate of Assured or
Adequate Water Supply. A Certificate of Assured Water
Supply is awarded to developers within the 5 Active
Management Areas (AMASs) and demonstrates the
availability of water for the next 100 years. New
developers outside the 5 AMAs must obtan a
determination of the quantity and quality of water
available in the new subdivision before any lots may be
sold. A Certificate of Adequate Water Supply is awarded
if DWR determines the subdivision has a 100-year supply
of water. If the water is determined to be inadequate, lots
may still be sold, but buyers must be notified of the
determination.
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Automated Groundwater Monitoring

5™ Special Session Reduction

The budget includes $418,800 and 2 FTE Positions from
the General Fund for Automated Groundwater Monitoring
in FY 2011. These amounts fund the following
adjustments:

Statewide Adjustments
The budget includes a decrease of $(3,400) from the General
Fund in FY 2011 for statewide adjustments.

Monies in this SLI are to provide for the installation,
operation, and maintenance of new automated groundwater
measuring instruments or transducers. The transducers
provide daily measurements of groundwater levels and
expedite analysis for various program activities for assured
and adequate water supply, recharge, developing rural
water budgets, and water rights studies.

Conservation and Drought Program

The budget includes $406,400 and 6 FTE Positions from
the Genera Fund for the Conservation and Drought
Program Specia Line Item in FY 2011. These amounts
fund the following adjustments:

Statewide Adjustments
The budget includes a decrease of $(3,400) from the General
Fund in FY 2011 for statewide adjustments.

Monies in this SLI are used to assist local communities to
assess conservation needs and assist rural communities in
the development of conservation programs, promote water
education throughout the state, create guidelines for more
efficient use of water, and provide suggestions for funding
and implementing conservation programs.

Rural Water Studies

The budget includes $1,163,800 and 9.5 FTE Positions
from the Genera Fund for Rurad Water Studies in
FY 2011. These amounts fund the following adjustments:

Statewide Adjustments
The budget includes a decrease of $(9,500) from the Genera
Fund in FY 2011 for statewide adjustments.

Moniesin this SLI are used to assess local water use needs
and to develop plans for sustainable future water supplies
in rural areas outside the state’'s AMAs. The current
AMAs are Prescott, Phoenix, Pinal, Tucson, and Santa
Cruz. These studies are administered through partnerships
with local resource agency officials and stakeholders.
Partnerships generaly require local entities to provide
some resources to match General Fund receipts. The
studies are primarily conducted by the local entity, with
the department providing technical advice and financial
assistance. Currently, there are 8 studies underway.

The budget includes $(1,368,600) from the General Fund in
FY 2011 to continue the 5™ Special Session FY 2010 Lump
Sum Reduction. This amount was allocated to the
operating budget in the General Appropriation Act pending
agency decisions on how to allocate.

7th Special Session Reduction

The budget includes a decrease of $(4,133,700) from the
General Fund in FY 2011 for a consolidation and
modernization plan and an annualization of the 5" Special
Session Reduction. The agency is expected to decrease
costs by consolidating functions to reduce duplication as
well as modernize the agency. This amount was allocated
to the operating budget in the General Appropriation Act
pending agency decisions on how to allocate.

7th Special Session Fund Shift

The budget includes a decrease of $(5,662,900) from the
General Fund in FY 2011 for a fund shift. This shift is
part of an overall plan to move the agency to self-funding.
This amount was allocated to the operating budget in the
General Appropriation Act pending agency decisions on
how to allocate.

The FY 2011 Environment BRB (Laws 2010, 7" Special
Session, Chapter 7) permits the director to increase feesin
FY 2011 with the intent that the additional fee revenues
would not exceed $5,662,900.

The bill also states that it was the intent for the department
to submit a specific fee plan for legislative consideration
by April 1, 2010. The department responded by April 1
that they will raise fees by $2,000,000 in FY 2011. These
fees consist of assured and adequate water supply fees,
well fees, dam safety fees, groundwater fees, and surface
water fees. The fee plan did not address the remaining
$3,600,000 in fee authority. (The increased fee revenue
has not been recorded in the summary table above.)

Laws 2010, Chapter 290, specified that DWR must
provide public notice and public comment at least 30 days
prior to amending rules that would raise fees. Chapter 290
specifies fees must be fairly and equitably assessed to all
parties for services rendered. Chapter 290 also establishes
a 10-member fee commission which will review fee levels,
equality of fees, and needs of the agency.

Fund Transfers

The budget includes transfers from this agency’s funds to
the General Fund. (Please see the Fund Transfers section
at the back of this report for more details.)
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Additional Legisation

Expedited Permits

Laws 2010, Chapter 309, allows DWR to contract with
private consultants for the purposes of assisting the review
of applications for licenses, permits, and other
authorizations. Chapter 309 specifies that an applicant
may request an expedited review of a permit by a private
consultant by agreeing to pay the associated costs. Monies
received by DWR from applicants requesting expedited
permits are appropriated to DWR to pay the private
consultants.

Water Resources Fund

Laws 2010, Chapter 282, establishes the Water Resources
Fund. This fund will consist of existing fees collected by
DWR to carry out its statutory functions, as well as
existing fees that are currently deposited into the General
Fund. Chapter 282 specifies that fees deposited in the
Water Resources Fund are to be held in trust and only used
for those purposes described in statute.

Other Issues

5% FTE Position Reduction

Laws 2009, 3 Special Session, Chapter 11, Section 17
mandated a 5% General Fund FTE Position reduction by
February 1, 2010. This provision required the Department
of Water Resources to reduce 4 General Fund FTE
Positions in FY 2010 and an additional 7 General Fund
FTE Positions in FY 2011. These changes have been
incorporated in the agency’ s budget.
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