ARIZONA HOUSE OF REPRESENTATIVES
Fifty-first Legislature — First Regular Session

COMMITTEE ON AGRICULTURE AND WATER
Minutes of Meeting

Tuesday, January 15, 2013
House Hearing Room 5 -- 2:00 p.m.

Chairman Barton called the meeting to order at 2:00 p.m. and roll call was taken by the secretary.

M ember s Present
Mr. Escamilla Ms. Miranda Mr. Pratt, Vice-Chairman
Ms. Fann Mr. Mitchell Mrs. Barton, Chairman
Mrs. Gabaldon Mr. Shope

Members Absent

None

INTRODUCTION OF MEMBERSAND STAFFE

Chairman Barton requested that staff introduce themselves from the podium:

Brendan Melander — Page

Amanda Barnes — Page

Abby Selvey — Committee Secretary

Amy Umaretiya— Democratic Intern

Elvy Barton — Democratic Senior Policy Advisor
Nicole Ealy — Majority Intern

Aaron Wonders — Magjority Assistant Analyst
Gina Kash —Majority Research Analyst

Chairman Barton requested that Members of the Committee introduce themselves.

ADOPTION OF COMMITTEE RULES

Vice-Chairman Pratt moved that the Committee Rules be adopted as written
(Attachment 1). Themotion carried by a unanimous voice vote.
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APPOINTMENT OF COMMITTEE OF REFERENCE MEMBERS

Chairman Barton appointed the following Members to the Committee of Reference:

Ms. Fann — Chairman
Mrs. Barton

Mr. Escamilla

Ms. Miranda

Mr. Shope

PRESENTATIONS

Arizona Municipal Water Users Association

Kathy Ferris, Executive Director, Arizona Municipal Water Users Association
(AMWUA), gave a brief history of her background and experience. Ms. Ferris explained
that AMWUA's mission is to protect its members ability to provide assured, safe and
sustainable water supplies while advocating for responsible water stewardships that
support economic prosperity and safeguard Arizonas water supplies for future
generations. Ms. Ferris provided Members with a handout detailing the following
information (Attachment 2):

« Composition of AMWUA's Board of Directors
« Interest in water — supply to 50 percent of population
« Water management efforts
1. 1980 Groundwater Management Act enacted
2. 1982 Regiona Conservation Program established
3. 1986 Underground Water Storage, Savings and Replenishment Act signed
4. 1996 Arizona Water Banking Authority established

She advised Members that AMWUA supports the 1980 Groundwater Management Act,
sustainable water resources development that does not impact existing water rights and a
capable, effective and adequately funded Arizona Department of Water Resources.

In response to a question, Ms. Ferris related the subsequent renewabl e water sources:

. Recovered wastewater

« Central Arizona Project water
. TheSalt River

. TheVerdeRiver

Chairman Barton thanked Ms. Ferris for the presentation and expressed her gratitude for
the services and resources provided by AMWUA.
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Central Arizona Project

Pam Pickard, President, Board of Directors, Central Arizona Project (CAP), provided a
handout detailing the magnitude of the CAP, the Navajo Generating Station (NGS) and
the results of the Colorado River Basin Water Supply and Demand Study (Attachment 3).
Ms. Pickard described the history of CAP. She related that 80 percent of the state's
population receives water from CAP and 95 percent of the energy used by CAP is
produced at NGS. She explained CAP's structure and gave the following information:

« 336-mile agueduct brings Colorado River water from Lake Havasu to Tucson

« 14 pumping plants lift water 3000 feet

« 11 underground pipelines

« Lake Pleasant and New Waddell Dam — storage reservoirs

. Deélivers 1.6 million acre feet of Colorado River water annually

. Federally authorized reclamation project

« Operated and maintained by the Central Arizona Water Conservation District
(CAWCD)

« Powered primarily by acoal fired power plant — Navajo Generating System (NGS)

Ms. Pickard supplied Members with a map illustrating the CAP service areas by
legidlative district (Attachment 4).

David Modeer, General Manager, Central Arizona Project (CAP), provided background
on the origination of CAP and informed Members of the following stakehol ders:

NGS Owners

CAP

Indian Tribes

State delegations
Federal delegations
Other stakeholders

He explained the impact of regulations by the Environmental Protection Agency (EPA) to
the (CAP) and the Navgo Generating Station (NGS). Mr. Modeer stated that costly
emission controls could threaten the operation of NGS and the Kayenta Mine, which
supplies coal to NGS. He stated that recent federal action taken by the U.S. Department
of Interior, Department of Energy and the EPA (in a joint statement on NGS) is
encouraging and creates the following:

| dentifies shared goals to support Arizona and tribal stakeholders

Creates aworking group among the three federal agencies

Commits to working with stakeholders to develop an "NGS roadmap”

Supports completion of phase two of the National Renewable Energy Laboratory
report on NGS, including funding

« Supports near-term investments that align with long-term clean energy goals
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Mr. Modeer advised of additional uncertainties that must be resolved by 2019 or earlier:

. Navgo site lease extension

. Water service, coal and transmission contracts

« Departure of the Los Angeles Department of Water and Power (LADWP) from
partnership

He related that of the U.S. Bureau of Reclamation's 4.3 million megawatt hour (MWH)
share of NGS power, 1.5 million MWH is left after CAP takes its share. The sae
generates revenues that are credited to the Basin Devel opment Fund and used to repay the
costs of construction of the CAP and to fund the costs of Indian water rights settlements
in Arizona

In response to Members' questions, Mr. Modeer explained the following:

. Impact to ratepayers — 82 percent increase in energy rates to customers
« Depletion of the Lower Basin Fund

« Finding replacement power instead of NGS

« Turning to the open market with varying prices

« Memorandum meaning

Ms. Pickard returned to the podium to comment on the Colorado River Basin Water
Supply and Demand Study (Study) and requested that David Modeer give a brief
description.

Mr. Modeer advised Members that the Study confirmed the Colorado River is over
allocated. There will be significant imbalances in river water supply and demand by
2060 and critical imbalances as early as 2025. He stated that by implementing additional
measures, projected future imbalances can be successfully managed. Mr. Modeer
expressed the following approaches:

« Increase supply — importation of water, water reuse, desalination, weather
modification, etc.

« Reduce demand — municipal and industrial, water reuse, agriculture conservation, etc.

. Modify operations — exchanges, water banking, etc.

Mr. Modeer stated that Arizona will be impacted the hardest by the water shortage and
described the following options:

. Desdination
. Conservation and reuse
. Water importation

He advised that it took 40 years for the CAP to be authorized and expressed the necessity
to address the water issues immediately.
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Ms. Fann commented on past legidative water issues and informed Members of two
studies; the desalination study bill and the water harvesting study bill. She explained the
meaning of the phrase "first in time, first in right" and expressed the necessity of
recharging the aguifer and creating a new water source.

Without objection, the meeting adjourned at 3:04 p.m.

Abby Selvey, Committee Secretary
January 22, 2013

(Original minutes, attachments and audio on file in the Office of the Chief Clerk; video archives
available at http://www.azleg.gov)
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