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Arizona Water Protection Fund Commission

Meeting Minutes – February 13, 2006

Location: Central Arizona Project, 23636 North 7th Street, Phoenix Arizona 85024
In Attendance

	Full Commission Members Present
	Arizona Dept. of Water Resources Staff

	Paul Brick

Sam Campana

John Keane

Mark Myers

John Newman

Steve Olson

Kristine Uhlman

Commission Members Absent

Bennie Aja

Robert Howard

David Kirchner

Marie Light

John Munderloh

Tom Rankin
	Maureen Freark

Rodney Held

Irmalisa Horton

Alisa Schiebler

Reuben Terán

Public



Deborah Patton

Bob Newtson

Lori Makarick




Call to Order

Chairman John Newman called the meeting to order at 10:15 a.m.

Approval of Meeting Minutes

Chairman Newman requested a motion to approve the October 17, 2005 Full Commission meeting minutes. Commissioner John Keane made a motion to approve the minutes.  Commissioner Paul Brick seconded the motion.  The motion carried unanimously.

Meeting Date Announcement

Chairman Newman announced that the next Full Commission Meeting is scheduled for June 19, 2006 and asked if staff had determined a location for the meeting.

Mr. Rodney Held stated that they had not, however to plan for the meeting to be in northern Arizona.

Call to the Public

Chairman Newman announced the first call to the public.  There was no response.

Administrative Issues

a) Project Evaluation RFP Funding: 
Mr. Held stated that the contract for the Project Evaluation was awarded to Natural Channel Design.  It was awarded through the Department of Administration based on the evaluations that were submitted to them by staff.
Mr. Held stated that we are negotiating a specific scope of work with Natural Channel Design to make sure that they complete the work within the budget that was established by the Commission.  
Mr. Held stated that the Executive Committee authorized a transfer to the administration account in the amount of $150,000.00, which was the budgeted amount for the project.  That transfer has been made.  

Commissioner Mark Myers asked Mr. Held if there was a time frame to complete the project.
Mr. Held responded that the project should take one year to complete.

Contract Issues

b) 99-092WPF Little Colorado River Enhancement Demonstration Project:

Mr. Reuben Terán stated that the Apache Natural Resources Conservation District was the Grantee on this project and that Commissioners should have a copy of the letter with the Grantees request.

Mr. Terán stated that this project was to create a restoration demonstration project on a reach of the Upper Little Colorado River utilizing natural channel and bioengineering approaches.  The project is located off Hwy 60, north of Springerville, Arizona.

Mr. Terán stated that the Grantee was requesting to use contract funding for two items.  The first item was to reconstruct existing bioengineering practices that were damaged by severe floods that went through the project area; the second item was to pay for educational interpretive signs that would be installed within the project area.

Mr. Terán mentioned that the signs were not part of the original scope of work of the contract.  The Grantee is requesting $10,000.00 for reconstruction costs, which would come out of the existing monitoring task funds.  The educational signs would cost approximately $1,075.00 and would come out of the existing educational outreach budget.

Mr. Terán stated that the Grantee was not requesting any additional funds be added to the contract.  Mr. Terán also stated that if everything went as planned, AWPF should have a substantial amount of money coming back to the fund when the project is completed.
Commissioner Myers asked staff if they were comfortable that all of the existing tasks would still be completed if the Commission approves the requests?
Mr. Terán responded that he was confident all tasks would be completed.
Mr. Held added that this was an original demonstration project from which many lessons have been learned.  Mr. Held also mentioned that he had been to the site and has seen the areas that were severely degraded because of the flooding.  He believes it would be beneficial for the Grantee to be able to make repairs based on what has been learned at this demonstration site.

Commissioner Kristine Uhlman asked about monitoring?
Mr. Terán responded that they are completing both photo monitoring and actual field data collection. 

Commissioner Uhlman asked if they would still be able to complete the monitoring?
Mr. Terán responded that all tasks in the contract would be completed.

Commissioner Myers made a motion to transfer $1,075.00 from the outreach task for interpretive signage and $10,000.00 from the current monitoring task to complete bank stabilization/structural repairs.
Commissioner John Keane seconded the motion.

Chairman Newman asked staff if they were ok with allowing funding for features that were not in the original scope of work (i.e. interpretive signs)?

Mr. Held responded that the signage is a minimal request and does not change, but rather enhances the scope of work.  The area is part of an Arizona Game and Fish Wildlife Refuge.  Game and Fish has developed a fenced parking area and well maintained trail along the river.  Mr. Held stated that additional signage would be good for promoting what the Commission has funded at this project site.
Mr. Terán added that in the Grantee’s letter there were pictures of the informational signs to be installed, which give credit to the Water Protection Fund.
Chairman Newman asked if there was any further discussion on the motion.  There was none, and the motion carried unanimously.

c) 99-095WPF: Brown Creek Restoration Project:

Mr. Terán stated that the U.S. Forest Service Apache-Sitgreaves National Forest, Lakeside Ranger District was the Grantee on this project.  The project was to 1) construct one livestock watering structure, 2) conduct baseline inventory, and annual monitoring to determine the success of a larger livestock management project and vehicular river crossing reduction project along 1-1/2 miles of Brown Creek and 3) prepare a riparian management plan for a 2-1/2 mile reach of stream.
Mr. Terán stated that the Commission had previously approved a one-year contract extension in December, 2004 with the expectation that all work would be completed as proposed.  Mr. Terán stated that the contract extension expired on December 31, 2005.  
Mr. Terán provided the Commission with a letter from the Grantee that was submitted with final report deliverable.  In addition, he also provided the staff response to that letter.  Essentially, the Forest Service stated in their letter that the grazing management treatment did not occur as anticipated, which ultimately caused changes to the monitoring program for this project.  Mr. Terán added that due to several changes in Forest Service personnel and changes in work priorities resulting from the Rodeo Chedeski fire, the Forest Service was unable to complete the project in the allotted timeframe.  In addition, the monitoring data that was collected did not adequately meet the contract requirements.  Mr. Terán stated that the Forest Service never notified staff or the Commission about any of the monitoring changes that they implemented.  As such, Mr. Terán stated that he notified the Grantee that we could not reimburse them for the final monitoring report deliverable or any monitoring activities.

Mr. Terán stated that unless the Commission had any questions, or would like him to take any additional actions, the project would be closed out.

Chairman Newman asked how much funding would revert back?

Mr. Terán responded that $13,918.98 would revert back.

Commissioner Uhlman asked what the original contract amount was?

Mr. Terán responded that the original contract amount was $34,037.00.

Commissioner Campana asked how much of the budget was expended since the contract extension was granted?

Mr. Terán responded that the Grantee had not billed us for anything since the extension was granted.

Commissioner Campana asked what benefits were achieved from the $21,000.00 that was expended?

Mr. Terán responded that a baseline inventory was completed in 2002 and a drinker was installed.

Commissioner Keane stated that on the positive side, a drinker was installed and if the permittee and the Forest Service maintain the fences, there is a better chance of keeping grazing out of the riparian zone in that area.
Chairman Newman asked if there were any other questions?
Commissioner Myers stated that we need a way to red flag projects that for one reason or another do not perform adequately.  Commissioner Myers added that he believes a letter from the Chair should be sent to the Grantee to voice the Commission’s disappointment regarding situations of nonperformance, because of the serious funding status of the program.  Commissioner Myers mentioned that he thought staff handled the situation appropriately, but believes a letter from the Commission should also follow.  Commissioner Myers also stated that he believes the Commission and staff should begin to red flag this Grantee and others that perform similarly, so that the Commission is aware of past performance when new applications are submitted for consideration.

Chairman Newman asked if anyone had any other questions or comments and wanted to know if we had made any grant awards to this Ranger District before?
Mr. Held stated that we have had numerous contracts with various Forest Service Ranger Districts.  Mr. Held added that in general, we have had many problems with performance by the Forest Service, however some districts are better than others.  The problem with this project was lack of communication, which is usually a major problem.

Commissioner Keane stated that Commissioner Myers had a good point in following up with a letter from the Commission and mentioned that the letter should be copied to the Apache-Sitgreaves Forest Supervisor.

Chairman Newman asked Mr. Held to prepare a letter to the Forest Service for his signature.

d) 05-130WPF Riparian Restoration on the San Xavier District – Project Two:

Ms. Maureen Freark, stated that the San Xavier District of the Tohono O’odham Nation was the Grantee for this project and that the total grant amount was for $32,600.00.

Ms. Freark stated that this was a relatively small project consisting of 5 acres of revegetation on a floodplain area along the San Xavier District and was the second project the District has had with us.

Ms. Freark stated that at the December 13th Executive Committee Meeting, a one year contract extension was granted, because of the delay in securing a BIA lease.
Ms Freark stated that the Grantee was requesting an additional $4,165.00 for additional fencing costs, materials for irrigation hookup and possibly to buy more replacement plants.  Ms. Freark explained that the budget was originally drawn up over two years ago and costs have increased.

Commissioner Myers asked if the project was on allotment land and whether or not the allotee had signed the lease? 
Ms. Freark responded in the affirmative.

Commissioner Myers asked how long the lease was for.

Ms. Freark responded that she was not sure, but she believed it was probably either twenty or fifty years.

Commissioner Myers asked if the Grantee was ready to implement the work?

Ms. Freark responded that they were ready and reiterated that the delay was do to the length of time associated with signing the lease.
Commissioner Myers stated that he could understand why the fence and irrigation materials had gone up in price, but inquired why they needed additional laborers?

Ms. Freark responded that they wanted to hire three temporary laborers to build the fence as soon as possible so that they can keep the cattle out.  Once the fence is completed, they will be able to start on the irrigation and the revegetation.
Commissioner Myers asked if staff was recommending approval of the additional funds request?
Ms. Freark responded in the affirmative.

Commissioner Myers made a motion to approve the request to add $4,165.00 to the grant contract.  Commissioner Keane seconded and the motion.  The motion carried unanimously.

e) 05-131WPF Management and Control of Tamarisk and Other Invasive Vegetation at Backcountry Springs, Seeps, and Tributaries in Grand Canyon National Park:

Mr. Terán stated that the Grand Canyon National Park Foundation was the Grantee on this project and that the purpose of this project was to remove tamarisk and other invasive vegetation from 35 selected project sites within tributaries to the Colorado River in Grand Canyon National Park.

Mr. Terán stated that the Grantee was requesting a one-year contract extension from December 31, 2006 to December 31, 2007 and also was requesting additional funds in the amount of $56,196.00.
Chairman Newman asked what the original grant amount was?

Mr. Terán responded that the original grant amount was for $189,304.00.

Commissioner Myers asked if this had been the first grant that we awarded for the removal of tamarisk in Grand Canyon?

Mr. Terán responded that this was phase two.  The Grantee for phase one was the Grand Canyon Wildlands Council, which encompassed the Lee’s Ferry Demonstration Project.
Commissioner Myers asked if we had run into any of the same problems with the phase one grant?

Mr. Terán responded in the negative and stated that the majority of field work for the first phase was completed via river trips.  The additional funds being requested for this contract are to be used for backpacking trips, which are more physically challenging.  Mr. Terán stated that during the initial surveys, the field work was more challenging than anticipated.  The contract extension and additional funds are being requested to allow for more time and staff to complete the work.

Commissioner Myers asked the Grantee if they were bringing more match to the table along with their request for an additional $56,196.00 from the Commission.

Ms. Lori Makarick responded in the affirmative and stated that the total match associated with the additional back packing trips would be approximately $80,000.00.
Commissioner Olson asked what would happen if these funds were not approved for the project?

Mr. Bob Newtson stated that both the Foundation and the Park are committed to the work.  The problem is the amount of time that it would take for them to identify additional funding may push them into another work season.  Their hope is to be able to complete the work in one more work season.

Mr. Newtson stated that they have talked to the Park about securing additional resources, but he does not know whether that will be possible at this point.  Mr. Newtson also stated that the Foundation was committed to raising the funding and to do whatever it takes to complete the project as the Commission had originally approved it.  They have projected that the total cost of the additional work is $137,000.00 and their request to the Commission is to consider roughly forty percent of that.

Commissioner Brick stated that with the additional funds they are asking from the Commission, it would be over $10,000.00 per backpacking trip.  Commissioner Brick stated his concern that the cost seemed high.
Mr. Newtson responded that the cost of the $56,196.00 would be based on the originally projected cost of $4,683.00 per backpacking trip.  The amount would be out of pocket expenses for food and staff supervision.  Regarding the costs for volunteers, they are projecting conservatively six volunteers per trip working nine hour days.  The cost of the volunteers was calculated at $17.50 per hour, which is the NPS approved rate for volunteer labor.

Ms. Makarick clarified that the $4,351.00 per trip covers two crew leaders, the food and transportation to and from the trailhead, and any type of miscellaneous supplies that they need to supplement in the first aid kits.
Chairman Newman stated that if the request was not approved, the Foundation could consider another grant application to complete the work.
Ms. Makarick responded that they had thought about another application for different project areas, but not for the current ones.  The idea was to hopefully continue working with the volunteers and try to extend that relationship.

Chairman Newman asked staff for their opinion?

Mr. Terán and Mr. Held both stated that they did not have any objections.
Commissioner Olson stated that since he was new to the Commission, he wanted to know if we had any protocol or precedent for approving something like this?

Mr. Held responded that the Commission has added money to numerous contracts before, but that his only concern was the large amount of additional funds being requested.

Chairman Newman stated that one of his concerns was related to the public process and competition for limited resources.  Chairman Newman stated that in general, he does not like to see the scope or costs of a project increase.  He has concerns that it is a backdoor way of awarding grants outside of the public process.  Chairman Newman added that this was the same scope and the same amount of work.  He understands that there were extenuating circumstances that increased costs and field work beyond what was anticipated.  Chairman Newman stated that if this request was to change the scope of work and add more funding, that he would have considerable concerns.

Commissioner Uhlman asked whether or not the work that has been completed has established if the methods being used were effective in removing salt cedar?

Ms. Makarick responded that the methods have been very effective and that the project has been well publicized nationally.
Commissioner Myers stated that he appreciated the level of volunteer involvement in this project, especially the full week commitment of people who complete very physically challenging work.

Commissioner Myers made a motion to extend the contract by twelve months and to increase the grant amount by $56,196.00 as requested, subject to verification of the additional volunteer hours and any other matching resources that are to be brought to the table.  Commissioner Campana seconded the motion. The motion carried unanimously 

f) Commission Policies and Procedures: Chairman Newman stated that everyone should have received the e-mail and the hard copy of the Policies and Procedures Manual and asked Mr. Held how he wanted to proceed.

Mr. Held stated that many of the changes were not really substantive, rather they mostly involved formatting and minor clarifications.  Mr. Held asked the Commission if they wanted to go through it page by page and look at those kinds of issues, or if they would just like to cover the major issues where substantive changes had been made?  Mr. Held stated that he would like to formalize the changes today if possible, because some of the changes will need to be incorporated into the grant application manual.
Chairman Newman requested that Mr. Held address the substantive issues only, which was approved by consensus of the Commission.  
Mr. Held stated that the first substantive changes were on pages 19 and 20 of the red-lined draft document.  The definition of feasibility study was changed to read:

By policy, the Commission has determined that a feasibility study may be considered a capitol project as defined by the following requirements:
· Applicant requests funding to investigate feasibility of implementing a specific capital project that is being proposed.

· Applicant will develop a detailed implementation plan and budget for the proposed project, as part of the feasibility study.

· Applicant has control and tenure over the proposed project area and the authority to implement the proposed project should it be deemed feasible.

A feasibility study does not mean completing an investigation, research, assessment or planning effort for the purpose of identifying projects or future actions that are not already being considered for implementation.

Commissioner Myers stated that he also would like public letters of support for feasibility studies to clearly identify support for the ultimate project being proposed for consideration, and not just the investigation portion.  Commissioner Myers added that he does not want to be awarding money for something that is sold to people on the investigation basis or something simply being looked at as a possibility.  Commissioner Myers stated that he wants the neighbors, the landowners, and the neighboring jurisdictions to know where we are ultimately going, because as a Commission, that is where we intend to go and we are not in the business of funding speculative studies.

Commissioner Uhlman asked what happens if the feasibility study concludes that the project is not feasible?

Mr. Held responded that it is a gamble the Commission takes with funding feasibility studies.

Commissioner Uhlman asked if this was somehow addressed in here?

Mr. Held responded that if a Grantee determines something is not feasible, then there would be no need to address it.  The Grantee would not come forward with a new application for funding to implement anything.
Commissioner Uhlman asked if perhaps we are using the term feasibility study inappropriately.  She added that maybe we should be using the term design study.
Commissioner Keane stated that it could be either.  He added that we certainly have had some projects that were not completed and feasibility studies should have been done up front.  Commissioner Keane stated that the concept of feasibility study is fine, but agreed that a design component should be added.
Mr. Held stated that however the Commission proceeds, it is important to clarify what is meant by feasibility studies.
Chairman Newman stated that he did not have a problem with adding the term design or other descriptors that make it clearer what we are talking about. 

Commissioner Olson stated that he has been trying to understand the process and what we would be looking at to differentiate between a research study and a feasibility study.  Commissioner Olson asked if it was obvious when the Commission gets applications presented to them?

Chairman Newman responded that research projects are fairly obvious as opposed to on the ground capital projects.  He added that as Commissioner Keane mentioned, there are a number of capital projects we have funded that it would have been good for the Grantee to have completed a feasibility study up front.

Mr. Held stated that we could change the wording to a design study, because the purpose of this category is to look at a specific project and determine whether or not it would be workable.

Commissioner Uhlman stated that she thought it should be a feasibility of design for the project, such as looking at it as an engineering feasibility study.  Commissioner Uhlman added that if we call it a feasibility of design project, it might get us there faster with fewer words.

Chairman Newman agreed and stated that the clear distinction between feasibility of design and research is that feasibility of design potentially leads to an on the ground project where as research does not.

Mr. Held stated that he believes the intent should be for an applicant to provide a specific project idea that they intend to implement if deemed feasible, as opposed to completing research to determine potential projects that could be completed.  In other words, an applicant needs funding to complete research and design specifications to determine whether or not a specific project is feasible to implement.
Commissioner Olson asked if the research area of the proposal was to evaluate treatment options, would that be considered a feasibility study?

Mr. Held responded that it would if the applicant tied the research into development of treatment options for a specific project to be implemented.  Mr. Held provided a specific example for removal of tamarisk in tributaries of the Grand Canyon.
Commissioner Olson stated that this language alleviates his concerns and provides adequate guidance.

Commissioner Campana stated that she would like to suggest that in the sentence that says, “By policy the Commission has determined that a feasibility study…”, that we revise it to say feasibility of design study.

Chairman Newman asked for consensus from the Commission to move forward with all suggested changes and then having a motion at the end to approve them collectively.  The Commission was in agreement to proceed in this manner.
Chairman Newman asked Mr. Held to discuss the next recommended change.

Mr. Held stated that on page 23, paragraph 6 it was suggested to changed the wording to:

“Generally, AWPF is not a funding source for groundwater recharge or recovery projects.”
Mr. Held stated that with respect to paragraph 4, we have had trouble in the past with explaining exactly what is meant by mitigation in our description.  Mr. Held recommended changing the wording to reflect that the Water Protection Fund does not fund projects that are required as a result of legal action taken by a regulatory agency, such as ecological mitigation.  Mr. Held added that by doing so, we would not eliminate the ability to complete certain permitting actions such as those that might be required by the Fish and Wildlife Service.  In addition, it would not eliminate projects where there would be required mitigation, but not as a result of the applicant doing anything illegal or inappropriate.  Mr. Held clarified that the intention is to not fund projects for applicants who have broken the law and are being required to do something to mitigate the illegal action.  He added that he believes this language clarifies that intention.
Chairman Newman asked for clarification on the following specific example:

An applicant has a project in mind that requires a 404 permit.  They negotiate with the Corp of Engineers and then the Fish and Wildlife Service steps in and suggest mitigation for the permit in the form of some kind of riparian enhancement effort.  Does this mean that the applicant cannot request funding from the Commission for the mitigation activities required by the Fish and Wildlife Service?
Mr. Held responded that because the applicant would be pursuing a project in a lawful manner, they should be eligible to request funding to complete the mitigation activity.  Mr. Held reiterated that he believes the intent of this policy is to keep people from requesting funding to cover mitigation requirements that have resulted from some illegal action.  For example, at Picacho Reservoir, there was a case where the land manager illegally cleared a huge section of cottonwood/willow habitat.  The Corp of Engineers took action against the land manager and required them to mitigate their illegal activity by creating 20-acres of riparian habitat.  Mr. Held stated that those types of stipulated enforcement actions are not eligible for funding from the Commission.  
Commissioner Keane stated that there are many 404 projects where people are not running afoul of the law.  Some examples would be ADOT putting in a bridge or a trace channel, developers putting in subdivisions, etc., and as part of getting their permit they would need to do mitigation.  They have not run afoul of the law and the terms require that they do mitigation.  Commissioner Keane posed the question of whether or not the Commission should help fund that type of mitigation?

Mr. Held responded that as long as the mitigation fits with the mission of the program, and provides direct benefits to river and riparian resources, that he believed they could submit a request for consideration.  Mr. Held added that he was not with the Water Protection Fund when this policy was put in place and was under the impression that it was meant to keep people who were being punished for illegal activities from requesting funding.  Mr. Held stated that in the particular case with ADOT, if their permit requirement was to create some habitat, we would need to evaluate it from the standpoint of whether or not the habitat would be beneficial and meets the mission and requirements of the program.
Commissioner Keane stated that they have to be asked to create it, because the bridges they are building are tearing the habitat out.  The question is should the Commission fund the construction of new habitat when it should be their obligation to replace it?
Commissioner Myers suggested that with the new wording, it would be left to Commission’s discretion as to whether or not it would be appropriate to fund.  Commissioner Myers added that he was generally in favor of that, because he thought that there were no discreet lines here.  Commissioner Myers stated that as an example, he had worked with some clients who have habitat conservation plans and a component of them was actual mitigation.  Another component was elements that begin to go into what is called the safe harbor provisions of the Endangered Species Act and there are gray areas in between.  Commissioner Myers stated that when you do an HCP, it helps you to avoid having to draw that bright line and to find exactly what the mitigation was and was not.  The mitigation moves as activities are completed under the HCP, which involves a take of the species.  The take would be allowed under the HCP because you have done sort of a previous mitigation, but you were doing it in advance and that is the kind of thing which is almost integrated.  Commissioner Myers said that he would suggest adding to the language proposed by Mr. Held.  Commissioner Myers suggested that mitigation activities must be reported to the Commission, specifically if related to mitigation of habitat.  The Commission can decide at its discretion whether or not the mitigation is appropriate to fund.

Chairman Newman stated that it would provide flexibility and agreed that it should be at the Commission’s discretion.  Chairman Newman said that a good example might be the MSCP, which could present projects along the river that the Commission might want to consider.  Chairman Newman added that he would not want projects excluded that are well within the programs mission and that the Commission should have discretion on whether or not to fund them.
Commissioner Myers stated that as part of the application, we should ask if the proposed project involves any mitigation required by any federal agencies.  Staff can then explore the circumstances and bring the information before the Commission for a decision.  Commissioner Myers stated that the MSCP is a perfect example, because some of the projects that we have been funding now, will be MSCP projects in the future.  Commissioner Myers added that he did not think it would be appropriate to have any language that could be construed as saying that we have no right to fund things that we have already been funding.

Chairman Newman asked Mr. Held if he had any language to propose?

Mr. Held stated that he would recommend that the first part state that the Water Protection Fund does not fund projects that are required as a result of legal action taken by regulatory agencies, such as ecological mitigation.  The second part would be a requirement to disclose if the project is part of any type of mitigation effort.
Chairman Newman asked if there was any further discussion regarding mitigation?  There was none.
Chairman Newman asked Mr. Held if he had any language that he would like to add to Paragraph 5?

Mr. Held stated that he had some proposed language that Commissioner Uhlman assisted him with developing.  The proposed language reflects that 1) the Water Protection Fund does not fund projects through design for meeting wastewater treatment requirements and 2) projects that create or sustain riparian habitats using treated effluent or recycled water that already meet or exceed relevant state or federal standards may be considered as long as the project meets the requirements of our statute §45-201.B, which deals with man made projects.

Mr. Held stated that the language addresses that AWPF does not allow wastewater treatment, does allow for using wastewater to create or sustain habitat, and addresses the statutory requirement dealing with man made projects.
Chairman Newman asked if the statute says directly or indirectly benefits riparian systems?

Mr. Held responded in the affirmative and said that the Commission may provide funding to develop and protect riparian habitat in conjunction with a man made water resources project, if the man made water resource project directly or indirectly benefits a river or stream, and includes or creates a riparian habitat.
Commissioner Myers asked if we had an element that improves the quality of the wastewater beyond the permit standard required of that wastewater treatment facility, such as a wetland, would the Commission be able to fund such a project under this definition?

Mr. Held responded in the affirmative.  He reiterated that projects that create or sustain riparian habitats using treated effluent or recycled water that already meet or exceed the standards would be eligible.
Commissioner Uhlman asked if we should say applicable wastewater treatment standard as opposed to minimum?

Commissioner Myers responded that they vary by permits.

Mr. Held stated that he did not use the word minimum at all.  He took the word minimum out so that the definition would just be Water Protection Fund does fund projects that are designed for meeting wastewater treatment requirements and that projects that create or sustain riparian habitat using treated effluent or recycled water that already meets or exceeds relevant State and Federal standards may be considered as long as the projects meet the requirements of §45-2101.B.

Chairman Newman asked if there were any other comments or questions regarding wastewater treatment?  There were none.

Mr. Held stated that on page 26, under application screening, a change was made to allow staff to screen out applications that clearly violate statutory requirements, policy/program requirements, and any determined to be unlawful.

Chairman Newman stated that he would feel better if there were some consultation with the Executive Committee and/or the Commission before any applications are removed from further consideration.  Chairman Newman added that he thought that staff should consult at least with the Executive Committee as to whether or not they meet statutory requirements, which is what we did last year with the Springerville Marsh project.  Chairman Newman stated that it would cover staff as well.

Mr. Held stated that he wanted the Commission to review the language on pages 27 and 28, under 613.2, because we have changed how staff completes application evaluations.  The change went into effect two years ago and should be incorporated into the Policies and Procedures Manual.  Mr. Held clarified that the evaluation criteria language was reflected on page 27 and the funding priorities language was on page 28.

Mr. Held asked if there were any questions on that part?  There were none.

Mr. Held stated that on Page 30, there was new language regarding grant award voting.  The new language states that grants must be awarded by a majority vote of Commission members present, and that the order in which applications are considered would be handled in a variety of ways.  Typically applications will be considered based on the funding priority assigned along with a random drawing process.
Mr. Held stated that on page 32, under Section 702.4 regarding cash advances, the Subcommittee was particularly concerned with the authorization of 20% advances when the Commission awards grants.  Mr. Held stated that the suggested change would be that applicants can request an advance of up to 20%, but that it cannot exceed $50,000.00.  The limitation protects the Commission from advancing very large sums of money up front that we have no control over.
Mr. Held stated that on page 35, a change was made to clarify the Commissions policy regarding not allowing significant changes to the scope of work of projects from what is presented in a grant application.  If an applicant requests a significant change during the contracting period the Commission’s general policy is that the applicant will be required to withdraw the application from further consideration.

Mr. Held stated that a change was also made on page 35, under Section 730 regarding the contract period.  Mr. Held explained that because we award so many contract extensions, typically due to monitoring issues, we are requesting to allow a maximum five-year contract period instead of three.
Commissioner Brick asked if a three year period was in our statutes?

Mr. Held responded in the negative and mentioned that the State usually does not consider more than a three-year contract period.  Mr. Held stated that based on our experience in running the program, three-year contract periods typically do not allow enough time to complete on the ground work and monitoring activities.

Mr. Held stated that on Page 37, under Section 821, we again clarified the Commission’s policy on changes to the scope of work of projects.  Again, if  a grantee requests a significant change to the scope of work, they will be required to withdraw from the project.  This clarification is consistent with how the Commission has operated.

Mr. Held stated that those were the major changes and asked if anyone had any questions or other requested changes?
Commissioner Myers stated that he does not want anything other than the agenda and meeting minutes e-mailed to him.  Other materials should be sent via regular mail.  Commissioner Myers requested a change to Section 403.3 on Page 9 to reflect his request. 
Chairman Newman asked if anyone had any other comments regarding Commission notification?
Commissioner Brick and Commissioner Campana stated that they agreed with Commissioner Myers request.
Commissioner Olson stated that he had a question on Page 14 regarding the length of time tapes of meeting minutes must be kept.
Mr. Held responded that we have never destroyed any tapes, however we do not have to keep them once the written minutes are prepared.
Chairman Newman stated that he had a comment on Page 13, under Section 411.15.  Chairman Newman said that the last sentence should read “If more than two Commissioners are present, decisions shall be made by majority vote of those members present.”
Chairman Newman asked the Commission if they had any other items to discuss regarding the Policies and Procedures Manual?  There were no additional items.
Chairman Newman asked if there was a motion to approve the Policies and Procedures Manual as modified.

Commissioner Olson made a motion to approve the Policy and Procedures Manual as modified in this meeting.  Commissioner Myers seconded the motion.  The motion carried unanimously.

FY-07 Grant Cycle

Chairman Newman asked Mr. Held to discuss the FY-2007 grant cycle schedule.

Mr. Held stated that grant applications would become available on March 15, 2006 after we incorporate all of the changes that need to be addressed regarding policies and procedures.  Mr. Held added that pre-application consultations will officially start after the manual is released, however Mr. Terán and Ms. Freark have already had a couple of consultations with some potential applicants.

Mr. Held stated that the application workshops will occur between March and April and that staff were proposing to add five additional workshops this year.  Held stated that for the last few years we only held workshops in Phoenix, Flagstaff and Tucson because of the lack of enough people showing up, but hopefully, this year we hope to do a much better public outreach effort.

Mr. Held stated that the final date to submit applications for this fiscal year would be June 14, 2006 and the public comment period would be forty-five days after that.

Mr. Held stated that applicant and staff presentations to the Commission would be scheduled for September 18th and 19th, however depending on the number of applications we receive, it is possible we will only need to meet on the 18th.  Mr. Held added that the Commission would award funding on October 16th.
Mr. Held asked the Commission if they would consider approving the grant cycle schedule before he moved forward with the remaining updates?
Commissioner Myers stated that Yuma was not on the list of workshop locations, and asked why?
Mr. Held responded that whenever we have held workshops in Yuma, no one attends.  He added that we have held workshops in Lake Havasu City and found that it covers a wide area.
Chairman Newman asked if anyone had any other questions on the 2007 Grant Cycle Schedule?  There were none.

Chairman Newman asked for a motion to approve the FY-2007 Grant Cycle Schedule.

Commissioner Uhlman made a motion to approve the FY-2007 Grant Cycle Schedule.  Commissioner Keane seconded the motion.  The motion carried unanimously.
Available Funds: 
Mr. Held stated that the estimate he has received from Central Arizona Project for half the year deliveries was $1,220,709.00.  Mr. Held stated that the estimate he has received from the Water Bank is $2,261,281.00 and that includes deliveries from July 2005 through June 2006.
Mr. Held explained that we received a loan last year, which we must repay this year.  The $2 million estimate that we should receive takes into account our repayment.
Mr. Held stated that our existing balance in the grant account was $738,720.00 as of February 6th.  Mr. Held clarified that the balance does not take into account any funding added to contracts today.  Mr. Held also added that we have already moved $150,000.00 to our administrative account to cover the project evaluation contract.

Mr. Held said that after taking all of the previous information into account, he believes the Commission should have approximately $3,000,000.00 available for grant awards in FY-2007.

Mr. Held stated that another issue that needs to be addressed is funding to continue long term staffing beyond FY-2006.  Mr. Held reminded the Commission that two years ago he had requested a grant from them that would cover staffing through FY-2006.  There is enough funding remaining to cover part of FY-2007.  Mr. Held stated that we have to start thinking about how we are going to fund staff long-term.  He added that some of the available grant funds might need to be moved aside again to ensure that we can meet our staffing requirements for grant management.
Chairman Newman asked Mr. Held if he had a status update on appropriations and if there was anything in the Governor’s budget up to this point?

Mr. Held responded that the Governor recommended full funding for the Water Protection Fund, but the Joint Legislative Budget Committee (JLBC) recommended zero funding again.  Another notwithstanding provision was introduced, which they have done to us since FY-2000.

Mr. Held stated that unfortunately, the Department did not give him that information until Friday.  The JLBC is working off inaccurate information.  JLBC is looking at our total balance and not taking out our encumbrances, which cover contracted grant obligations.
Mr. Held stated that House Bill 2435 was put forth by Representative O’Halleran and Senator Flake, which passed out of the House Natural Resources Committee two weeks ago.  The Bill stipulates that the Water Protection Fund receive full funding and that the part of our statutes that require us to deduct any amounts we get from other funding sources be eliminated.  If the Bill passes, AWPF would not need to deduct monies from our general fund appropriation that we receive from the in-lieu fee.  

Mr. Held stated that Representative O’Halleran introduced this bill in the House and that we also are getting strong support from Senator Flake.  Mr. Held stated that the Bill still has to go through four different levels before it gets anywhere.  He added that there was some strong opposition in the House Natural Resources Committee about approving a Bill to require something that is already in statute to be done.  Mr. Held stated that Representative O’Halleran reminded the Committee that since he has been in the legislature, they have also not allowed the required statutory appropriation by passing a notwithstanding provision every year.  Mr. Held stated that he does not know if the Bill will move through or not and we cannot count on it.
Commissioner Uhlman asked if the Commission could help?

Mr. Held responded in the affirmative and mentioned that he had talked to Director Guenther about the situation.  Mr. Held stated that the Department’s budget is being heard for adoption by both the Senate and the House this week and they are not taking any testimony now.  Mr. Held also mentioned that Director Guenther believes the Commission should start making phone calls and/or any other kind of lobbying effort they feel would be appropriate before the budget gets adopted.
Mr. Held stated that the Commission needs to decide if they want to limit grant applications that will be accepted to the capitol projects category or open it up to all categories.  Mr. Held stated that it is difficult to make a recommendation, because we are estimating the total amount of funds that will be available.
Chairman Newman stated that in recent years, the Commission has excluded research and conservation categories.
Commissioner Myers said that he believes the Commission will need to make a grant award for administrative costs, because there won’t be enough money to generate the interest amounts necessary to sustain the program. Commissioner Myers asked Mr. Held if he could get an estimate as soon as possible.

Mr. Held stated that the preliminary calculations he was given were a little off, but the amount was estimated at $540,000.00 for FY-2007.  The actual needs will be a more than that, because of the salary increases that the legislature approved.  Mr. Held stated that he would have a more accurate estimate to present at the next Commission meeting in June.
Commissioner Myers stated that the second issue was our calculation of in-lieu fee funds, because the offset of the fiscal and calendar years are complex.  Commissioner Myers requested that staff look into how the actual calculations were being completed and make sure that we are not just accepting other entities assumptions or calculations.  He is concerned that we are not getting full credit for what we should be.  Commissioner Myers volunteered to assist staff with that effort.
Chairman Newman stated that he also would assist with that effort.
Mr. Held stated that he also would recommend that the Commission develop their own lobbying plan, because it will not be a priority activity for the Department.
Commissioner Olson asked if there was a precedent for a motion from the Commission to submit a letter from the Chair.

Chairman Newman responded that we had done it before, but could not remember if it was through a motion or not.

Mr. Held interjected that any Commission member can lobby or write letters on behalf of the Commission.

Commissioner Uhlman stated that all Commissioners should be in contact with the legislature.  Commissioner Uhlman mentioned that she would be meeting with Roger Manning later in the week and that he might have some insight.

Chairman Newman stated that there are two major issues, the Department’s budget and HB3435.
Commissioner Olson stated that he would recommend for Commission members to contact the Appropriations Committee and meet lobbyists head on.  In addition, a simple phone call or an email would help.
Chairman Newman agreed and asked if there was any more discussion.
Mr. Held stated that the Commission still needed to make a determination about funding categories that will be accepted.  

Commissioner Olson asked whether or not there was any possibility that the new Statewide Office of Water Conservation would be applying for grant funds?

Mr. Held responded that they would not be applying for any funds during the FY-2007 grant cycle.
Chairman Newman stated that we have not allowed any research projects for at least a year or two.  He added that although $3,000,000.00 is not as much as we would like to have, it is more than we have seen in a long time.  He believes the Commission should accept all categories and see what we get.

Mr. Held stated that when the allowable research amount is calculated, we can include in lieu fee funding received from the previous two years.  Mr. Held stated that if he did the calculations right, we could potentially have about $290,000.00 available that could be put toward research projects.
The Commission agreed by consensus to allow all categories of funding to be considered in FY-2007.
Mr. Held stated that he had one other item he forgot to mention earlier that he wanted to make the Commission aware of.  Mr. Held stated that staff would be adding a new contract provision that no expenditures will be reimbursed that are not detailed in the line item budget submitted with the grant application.  Mr. Held explained that he and staff were concerned about some people taking advantage of funding being provided to purchase equipment, supplies and other things that are not specifically listed in a budget, but rather lumped into a general category.  For this reason, staff will be changing our expenditures provision to stipulate that all expenditures must be itemized in the detailed line item budget submitted with the application.  Any expenditure not listed shall be ineligible for reimbursement unless prior written approval is received from the Commission or staff.  Mr. Held stated that similar language would be incorporated into the general provisions of our grant award contract.
Final Call to the Public

Chairman Newman made the final call to the public.  There was no response.

Adjournment

Chairman Newman requested a motion to adjourn the meeting.  Commissioner Uhlman made a motion to adjourn.  Commissioner Campana seconded the motion.  The motion carried unanimously.
Page 1 of 21

