2011 GENERAL PLAN COMMITTEE

Community Development Department

Agenda
2011 General Plan Committee Downstairs Conference Room, City Hall
Regular Meeting 201 S. Cortez Street
Wednesday, July 27, 2011 Prescott, Arizona
4:00 PM to 6:00 PM 928-777-1207

The following agenda will be considered by the PRESCOTT GENERAL PLAN
COMMITTEE at its REGULAR MEETING on WEDNESDAY, JULY 27, 2011, in the
DOWNSTAIRS CONFERENCE ROOM, CITY HALL, 201 S. CORTEZ STREET, PRESCOTT,
ARIZONA. Notice of this meeting is given pursuant to Arizona Revised Statutes,
Section 38-431.02.

1. Call to Order

2. Aftendance

MEMBERS
Miriam Haubrich, Co-Chair | Elisabeth Ruffner
Terry Marshall, Co-Chair George Sheats
Brad Devries Gary Worob
Dave Fisher
Glenn Gooding EX OFFICIO
Zena Mitchell Steve Blair, Councilman
Roxane Nielsen John Hanna, Councilman
David Quinn

3. Announcements
4. Consider approval of the minutes of the July 13, 2011 meeting.

5. Presentation: Water. Craig McConnell, City Manager; Leslie Graser,
Water Resources Specialist.

6. Suggested Topic(s) for the August 10, 2011 meeting:
Discussion: Future Challenges to the Community (5 years, 10 years)

7. Call to the Public

8. Adjournment

THE CITY OF PRESCOTT ENDEAVORS TO MAKE ALL PUBLIC MEETINGS ACCESSIBLE TO PERSONS WITH
DISABILITIES. WITH 48 HOURS ADVANCE NOTICE, SPECIAL ASSISTANCE CAN BE PROVIDED FOR SIGHT
AND/OR HEARING IMPAIRED PERSONS AT PUBLIC MEETINGS. PLEASE CALL 777-1272 OR 777-1100 (TDD)
TO REQUEST AN ACCOMMODATION TO PARTICIPATE IN THIS MEETING.
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CERTIFICATION OF POSTING OF NOTICE

The undersigned hereby certifies that a copy of the foregoing notice was duly posted at
Prescott City Hall and on the City's website on July 21 2011 at 4:00 PM in accordance
with the statement filed with the City Clerk's Office.

Kathy Dudek, Administrative Assistant
Community Development Department
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Agenda # 4

2011 GENERAL PLAN COMMITTEE
REGULAR MEETING

JULY 13, 2011

PRESCOTT, ARIZONA

MINUTES OF THE REGULAR MEETING OF THE 2011 GENERAL PLAN
COMMITTEE HELD ON JULY 13, 2011 AT 4:00 PM IN THE DOWNSTAIRS
CONFERENCE ROOM, CITY HALL, 201 S. CORTEZ STREET, PRESCOTT
ARIZONA. Notice of this meeting was given pursuant to Arizona Revised

Statutes, Section 38-431.02.

1. Call to Order

Co-chairman Marshall called the meeting to order at 4:00 PM.

2. Attendance

MEMBERS PRESENT

EX OFFICIO MEMBERS

Miriam Haubrich, Co-Chair

Steve Blair, Councilman -- absent

Terry Marshall, Co-Chair

John Hanna, Councilman -- absent

Brad Devries

Dave Fisher STAFF MEMBERS PRESENT
Zena Mitchell Mark Nietupski, Public Works Director
David Quinn Mark Woodfill, Finance Director

Elisabeth Ruffner

George Worley, Planning Manager

George Sheats

Ryan Smith, Community Planner & Committee Liaison

Gary Worob Kathy Dudek, Administrative Assistant &
Recording/Transcribing Secretary to the Committee

MEMBERS ABSENT

Glenn Gooding

Roxane Nielsen

COUNCIL PRESENT

Marlin Kuykendall, Mayor

3. Announcements

Mr. Smith responded to a concern from a committee member about the level of detail
in the minutes. He proffered that the minutes are not intended to be detailed but are
listings of items presented and/or discussed. Minutes are mandated by the State of
Arizona. Mr. Smith asked the committee members to give him any item to place on a
“master list” of items to consider when the committee gets into the detailed segment of
formulating the General Plan. At these initial meetings, an overview is being presented
so that committee members have an understanding of general operations that occur
within the City of Prescott.
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Co-Chair Marshall noted that when the co-chairs and staff sat down to discuss the
agenda, it was decided that Mr. Smith would be the contact person and would get the
items agendized for review. Please contact Mr. Smith if you have any item(s) to place
on the agenda.

Mr. Quinn stated that he raised the question about the minutes because the discussion
was not captured about why property taxes are so low in Prescott.

Co-chair Marshall noted that we are going through the preliminaries to use to construct
a focus for the future.

Ms. Ruffner proffered whether the elements should be attacked now; or, should we
receive general information for a time, and then decide when a particular item should
be explored.

Co-chair Marshall noted that we must “walk before we run” and that everyone be given
the basic information so we are all “in sync” when it comes to the actual study of each
element. All the persons on the Committee come from different backgrounds, so the
first few meetings are being used as educational tools for the future.

Co-chair Marshall thanked the members who have submitted their bios. He asked that,
if possible, anyone who has not submitted their bio to do so a week before the next
meeting on July 27, 2011.

4. Consider approval of the minutes of the June 22, 2011 meeting.

Mr. Quinn, MOTION: to approve the minutes of the June 22, 2011 meeting. Mr.
Sheats, 2". Vote: 8-0 (unanimous).

5. Continuation of presentations: Finance and Infrastructure.

Mr. Woodfill asked the members if they wanted to review the topics presented during
the last meeting or have the committee ask specific questions. Asking specific ques-
tions appeared to be preferred by the members.

Mr. Woodfill responded to specific questions which included information about:
» Comprehensive Annual Financial Report and financial documents [available on the
City's website: www.cityofprescott.net];
« Annual property taxes and the recent Annual Tax Levy Ordinance before City
Council;
10-Year Summary of the Tax Rate Chart;
Property Tax Rate Comparison Chart;
Debt financing;
Service Levels: fire, police, roads, fire districts, schools, etc. (as compared to Chino
Valley, Prescott Valley);
» Contractual obligations/commitments of the City in regard to the Chino water ranch,
specifically the pipeline as well as monitoring, attorney fees, Prop. 401;
= Impact fees, water resources, fees for new development;
= Total debt of City as of June 30, 2011: $126,373,077,
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= Potential grant funds and how grants are submitted;

= Limits of sales tax and shared revenue;

* General Fund Revenue comparison;

* Impact fees, on hold because of legislative moratorium, include: fire, library, police,
streets, parks and recreation, public buildings, water fund, wastewater fund,
infrastructure; and,

» Communication efforts of the City to address the problem(s) with the legislature.

Mayor Kuykendall thanked the members of the committee for their commitment to the
long challenge ahead and noted that the committee may have more continuity than the
current seated City Council. One way to address problems in the state legislature is to
elect local folks. Prescott is a sales tax-driven economy. Council's position is to keep
the City's portion of property taxes as low as possible. The City needs to attract more
retailers and also encourage people to come to Prescott to shop. Prescott receives 2
percent of the sales tax and that will go down to 1.75 percent in 2015; Prescott Valley,
2.23 percent; and Chino Valley, 3.0 percent.. Trader Joe's sales tax is expected to
amount to $300,000 or more next year. The State has the same problems and places
the burden on the backs of the cities. Another problem is Prescott’s old
infrastructure—the surface is the simple part; however, the pipelines, sewer, and
underneath structures are problematic and increase construction costs significantly.
He asked the committee to look at Prescott as a business plan, not as a government.

Continuing, Mr. Woodfill answered queries about:

= Grant funding applications via departments without having a grant writer;

= The City’'s requirement of matching funds and/or “in-kind” funds for some grants; and,

= Citizen and/or foundation requests to Council for grant funds which are not always
approved by Council.

Mr. Nietupski explained and/or answered queries about:

= Utilities, orientation and capital improvement projects;

= Taking advantage of projects, i.e., the Willow Creek Bridge project, which was
federally funded through the state with the City’s requirement of 15% matching
funds;

= After investments are made, i.e., grant funds received, there is an on-going
responsibility to maintain the project(s);

= Prescott's 80-year old pipeline, the topography/terrain, increased federal
requirements (arsenic, etc.);

= Charges for water in lieu of the economy and vacant properties and the
consequences and/or impacts thereof, including scaling back since 2008; and,

= Challenges for educating the community.

6. Suggested Topic(s) for the July 27, 2011 meeting: Water.

Other suggestions for future meetings include:

= Drainage;

= Environment, and macro rainwater harvesting; and,

= |nitiatives of the 2050 Plan, consider bringing them to the table as each element is
discussed (pulling the material from the executive summary).
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7. Call to the Public

Mr. Daniel Matson, 148 E. Merritt Street, noted that when property taxes are being
talked about, there is a 0.6% increase for Prescott. He believes, and made a comment
to Council, that anyone who enjoys living in Prescott should not mind paying another
$6. There is no sense in constructing the General Plan to reflect 100,000 people when

water is limited to about 60,000 people.

8. Adjournment

Co-chairman Marshall adjourned the meeting at 6:00 PM.

Terry Marshall, Co-Chairman

Miriam Haubrich, Co-Chairman

Kathy Dudek, Administrative Assistant
& Recording/Transcribing Secretary to
the Committee
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Agenda #5

2011 General Plan Committee

Community Development
Date: Wednesday, July 21, 2011

To: Counciiman Steve Blair, Brad Devries, Dave Fisher, Glenn Gooding,
Councilman John Hanna, Miriam Haubrich, Terry Marshall, Zena Mitchell,
Roxanne Nielsen, David Quinn, Elisabeth Ruffner, George Sheats and
Gary Worob

From: Tom Guice, Community Development Director
George Worley, Planning Manager
Ryan Smith, Community Planner [é

Staff Memo
2005 - 2010 Water Management Plan Extension through 2011

PURPOSE:

Attached is the 2005 - 2010 Water Management Plan and the resolution extending its
implementation through calendar year 2011. Last year Council approved Resolution number
4058-1128 allowing the Plan to be extended until such time another Plan may be developed.



RESOLUTION NO. 4058-1128

A RESOLUTION OF THE MAYOR AND COUNCIL OF THE CITY OF PRESCOTT,
YAVAPAI COUNTY, ARIZONA, EXTENDING THE 2005-2010 WATER MANAGEMENT
POLICY, ADOPTING A WATER MANAGEMENT BUDGET FOR CALENDAR YEAR
2011, AND AUTHORIZING THE MAYOR AND STAFF TO TAKE ANY AND ALL STEPS
NECESSARY TO ACCOMPLISH THE ABOVE

RECITALS:

WHEREAS, Resolution No. 3807, as adopted on March 27, 2007, sets forth the
current 2005-2010 Water Management Policy for the City of Prescott: and

WHEREAS, the City of Prescott wishes to extend said policy until it is replaced
with a new long term water management policy or otherwise repealed; and

WHEREAS, the City of Prescott wishes to set forth and adopt a water
management budget for Calendar Year 2011,

ENACTMENTS:

NOW, THEREFORE, BE IT RESOLVED BY THE COUNCIL OF THE CITY QF
PRESCOTT AS FOLLOWS:

SECTION 1. THAT the City of Prescott hereby approves extension of the current
water management policy set forth by Resolution No. 3807, which palicy shall remain in
force until superseded by a successor water management policy or otherwise repealed.

SECTION 2. THAT the Water Management Budget for Calendar Year 2011 shall
make available the following quantities of alternative water for allocation: 160 acre-feet in
the market category and 40 acre-feet in the workforce/affordable housing category.

SECTION 3. THAT the Mayor and staff are hereby authorized to take any and all
steps deemed necessary to accomplish the foregoing.

PASSED AND ADOPTED by the Mayor and Council of the City of Prescott this
14" day of December, 2010.

Ltk sty 6 S e

FARLIN D. KUYKENDV, Mayor
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CITY OF PRESCOTT

WATER
MANAGEMENT PoLICY

2005-2010

APPROVED BY PRESCOTT CITY COUNCIL

OCTOBER 25, 2005
RESOLUTION #3712

AMENDMENT #1 MARCH 27, 2007
RESOLUTION #3807



INTRODUCTION AND BACKGROUND

The City of Prescott water service area is located within the Prescott Active Management Area
(AMA), established under the Arizona Groundwater Code of 1980. Prescott Valley, Chino
Valley, the Yavapai Prescott Indian Tribe Reservation, and some surrounding areas of
unincorporated Yavapai County comprise the remainder of the Prescott AMA.

Through a series of management plans
administered by the Arizona Department of Water
Resources (ADWR), the 1980 Groundwater Code
established a water management strategy
emphasizing conservation, replacement of existing
groundwater use with renewable supplies, recharge,
and water quality management by all users within
the AMA to help achieve the goal of safe yield by
2025. “Safe Yield” is defined by ADWR as a
groundwater management goal which attempts to
achieve and thereafter maintain a long-term balance
between the annual amount of groundwater
withdrawn and the annual amount of natural and
artificial recharge in an active management area.
The Groundwater Code also established the
Assured Water Supply (AWS) program which
requires each new development within an AMA to
demonstrate an adequate quantity of water to meet 6 0 5 2 Mies
the associated demand for a period of 100 years.

[ Arepes sip

The City of Prescott water service area accounts for about 10% of the land within the Prescott
AMA, and includes the city limits of Prescott, certain surrounding areas of the unincorporated
part of Yavapai County, portions of Chino Valley, and the Yavapai-Prescott Indian Tribe
Reservation. Because water moves throughout the entire aquifer, the Prescott water service
area cannot be considered in isolation. Drawdown in other parts of the Prescott AMA can and
does lower water tables in the Prescott water service area.

The City of Prescott seeks to manage its water resources in compliance with the management
plans of the Prescott AMA, including contributing to reaching the AMA-wide goal of safe yield by
2025. The City considers water management to be an important tool in implementing its overall
growth planning and management policies, goals and objectives; and intends to manage its
water resources accordingly.

WATER RESOURCES

In 1998 ADWR determined that the Prescott AMA was no longer in a state of safe yield,
declaring it to be in a state of groundwater mining. This determination capped the amount of
groundwater that could be used within the AMA as a source for new development. Since the
ADWR declaration, communities within the AMA have had to develop additional (non-
groundwater) resources to demonstrate a 100 year supply for new development not specifically
vested by ADWR.

ADWR designated the City of Prescott as an Assured Water Supply (AWS) provider in 1999
with a water portfolio containing up to 10,800 acre-feet per year of groundwater, and 1,085 acre-
feet per year of recovered effluent credits. Since 1999, the City has allocated effluent credits as

City of Prescott Water Management Policy 2005-2010—Page 1 Revised 3/27/2007



AWS for new, nonvested residential development. In addition to the recovered effluent credits,
the City can pledge other supplies in its water portfolio for AWS.

The City of Prescott has proven the physical availability of up to 11,200 acre-feet per year of
groundwater withdrawal within the Prescott AMA, and has a current legal groundwater
withdrawal availability of 10,269 acre-feet per year. In addition, Prescott, in conjunction with the
Federal Government, has the legal right to import up to 14,000 acre-feet per year from the Big
Chino sub-basin (ARS §45-555E), and purchased a portion of the JWK Ranch in 2004 to
exercise that right in the future. Although the Statute identifies 14,000 acre-feet per year as the
amount of water Prescott and the Federal Government have the right to import, ADWR issued
an advisory letter setting the City's portion at 8,717 acre-feet per year, which will be shared with
the Town of Prescott Valley.

In 2004 the City submitted an application to ADWR for modification of its AWS designation, to
increase the amount of resources pledged for assured water supply. The application, which
requested an AWS increase of 3,318 acre-feet per year, was approved in September 2005 for a
total of 2,682 acre-feet per year. The application pledged effluent credits and surface water
recharge from Watson and Willow Lakes.

In addition to these now-pledged sources, the City has surface water rights for Banning Creek
(Goldwater Lake), Hassayampa River, and Del Rio Springs that total approximately 3,269 acre-
feet, but has no current plans to assert those rights for AWS purposes. Prescott also has a
Type |l water right for 3,169 acre-feet per year, but this right is limited to non-residential uses.
The City is retaining this Type Il water right in its portfolio for possible future use on behalf of the
Yavapai-Prescott Indian Tribe (YPIT) which is served by Prescott.

Other water resources for the future include the block of effluent credits currently transferred to
the Chino Valley Irrigation District (CVID) each year under the Intergovernmental Agreement
between Prescott and CVID. As provided in that agreement, CVID has the one-time right to a
total block of 33,000 acre-feet of effiuent credits from Prescott, to be made available at up to
1,500 acre-feet per year. When this block of credits is exhausted, Prescott will have an
additional 1,500 acre-feet per year of effluent credits, which could be pledged for assured water
supply or other purposes. Yet another source of future water supplies comes under A.R.S. §45-
555A and B. In that statute, any city or town in the Prescott AMA, can retire agricultural land in
the Big Chino basin at a ratio of 3 acre-feet of water for every 1 acre of land retired. This
applies to the Big Chino Water Ranch lands, and other areas within the Big Chino basin.

WATER DEMAND

The Prescott Genera! Plan, approved by voters in 2004, forecasts an annual growth rate in
population between 2.0-2.5% for the next twenty years. By 2020, the unincorporated areas of
Yavapai County are predicted to grow by 53%, while the Town of Chino Valley has a growth
projection of 38% during this period. While the growth rate has been as high as 4-5% in the past
few years, the historical average for Prescott has been 2.0-2.5%.

In 2004 Carollo Engineers created a water model for the City to identify the infrastructure
capacity needed to accommodate future demand. Using the Land Development Code and
General Plan land uses, Carollo developed population projections and corresponding water
demands through build-out for the Prescott water service area. The water demand was
calculated using actual water use trends of the City. The following table illustrates the
projections through Year 2010. Note that the Population and Water Demand in the table are for
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the City's entire water service area, which extends weli outside the City limits. No distinction is
made in these estimates between groundwater and other resources.

City of Prescott Water Service Area Population
Growth and Water Demand Estimates (1)

Water Demand
Year Population {acre-feet)
2004 53,175 8,240
2005 54,399 9,209
2010 60,525 10,483

(1) Carollo Engineers 2004

In contrast with the Carollo projections, a second set of estimates was prepared using the
Gallons Per Capita Per Day (GPCD) criterion of ADWR’s Third Management Plan. The GPCD
is calculated using the population of the Prescott water service area and includes both
residential and non-residential consumption. The average GPCD requirement 2000-2004 was
156, but will incrementally decrease throughout the remainder of the planning period. The
average actual GPCD for Prescott's water service area during 2000-2004 was 156, which met
the Third Management Plan requirement.

Using a target of 150 GPCD, as set forth in ADWR's Third Management Plan for the Prescott
AMA, demand through Year 2010 would be as set forth by the following table. Note again that
the Population and Water Demand in the table are for the City's entire water service area, which
extends well outside the City limits, and no distinction is made between groundwater and other
resources.

Estimated Water Demand-
Prescott Water Service Area
Demand
Year Population (AF)
2004 53,175 5,935
2005 54,399 9,140
2010 60,525 10,170

in order to achieve and maintain the GPCD required in the Third Management Plan, Prescott
must continue to focus efforts on water conservation and recharge, and fully utilize all available
effluent supplies.

Initial analysis by Carollo of the tracts of vacant land within the city water service area estimated
that 6,838 potential dwelling units were not presently served. The potential demand associated
with these dwelling units would equal 2,393 acre-feet if all the properties were to develop
according to the underlying zoning. This analysis was further refined in 2006 as explained in
the Budget for Allocation of Assured Water Supply section which follows.

DROUGHT

The Prescoit AMA has been affected by drought conditions during most of the last decade, with
2002 being the driest year on record. It is not known at this time whether drought conditions will

City of Prescott Water Management Policy 2005-2010—Page 3 Revised 3/27/2007



abate in the short term, or whether this is a prolonged, multi-decade sequence as has occurred
in the historical past.

On March 20, 2003, Governor Janet Napolitano issued Executive Order 2003-12, establishing
the Governor's Drought Task Force, to address drought issues facing all Arizonans, and further
directing ADWR to provide leadership in this effort. The Task Force has issued a Drought
Preparedness Plan for the state and the Governor has requested each water provider to
develop its own Drought Plan. The Task Force may mandate additional programs which could
require that this 2005-2009 policy be amended.

Less severe conditions are forecast in 2005, but the drought is expected to continue.

Figure 11, Seasonal drought outlook through November 2005 (release date August 18, 2005).
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CONSERVATION

Water conservation can play an important role in reducing overall water consumption. To this
end, the Mayor appointed a Water Conservation Committee to review the City's water
conservation program and provide recommended revisions. The Committee is reviewing
conservation regulations, enforcement, and water rate strategies, as well as developing a public
information campaign. When a conservation program is adopted, it will be incorporated into this
2005-2009 policy.

SAFE YIELD

The issue of reaching safe yield in the AMA and Prescott's contribution to meeting this goal will
be addressed in a separate Long Term Water Management Policy. It is anticipated that drafting
of the Long Term Policy will commence in 2005. Following adoption of this 2005-2009 policy, it
may be amended to incorporate long term strategies for reaching safe yield.

ALLOCATION OF ASSURED WATER SUPPLY

Effective December 31, 1998, all residential development within the City's water service area
desiring to utilize the City’s water system, and not having a 100 year Assured Water Supply
certification, must obtain an alternate water allocation through an agreement approved by the
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City of Prescott. Each such agreement is required as part of the approval of a preliminary
subdivision plat, or amendment of a previously approved preliminary or final subdivision plat
when the amendment increases the previously approved number of residential lots or residential
units. An agreement is also required prior to the issuance of any building permit for multiple
family housing (defined as two or more residential units), mobile home parks, residential
development on lot splits, residential subdivisions approved by other governmental jurisdictions,
or any other residential development not subject to the City of Prescott's preliminary and final
subdivision platting approval process.

In the case of the conversion of a property which has a grandfathered groundwater entitlement
to a new use for which a new plat is required, an alternate water allocation agreement will be
necessary for the total demand associated with said new plat. In addition to the new plat and
water service agreement, the development shall be subject to applicable water system and
resource development fees as provided by the City Code.

All water demand, both residential and non-residential, must be supported by the City’s physical
and legal availability. To ensure that the physical and lega! availability are not exceeded, the
City will require water service agreements for all non-residential project requests over five acre-
feet per year to be approved by Council. The demand associated with such project requests will
be debited from the City's available AWS.

Allocations for AWS shall only be made by agreement approved by the Prescott City Council.
Such agreements may set forth the terms and conditions of water allocation including, but not
limited to: volume of approved water; time periods to use or lose the water allocation; third party
approval requirements; City sewer use and effluent ownership and use rights; any special fees
or assessments; and stipulations and requirements regarding the use of the property to be
developed as set forth in a development plan.

Agreements for the allocation of water shall be approved only within the approved Prescott
Water Budget, provided, however, that the Prescott City Council may from time to time amend
the Water Budget.

Approval of agreements for the allocation of water shall require that development plans comply
with all applicable City development regulations; are consistent with and conform to the City's
adopted General Plan; and are consistent with and conform to any and all adopted and
applicable City: (A) Specific Area Plan; (B} Neighborhood Plan; (C) Local Historic District Plan,
(D) Circulation Management Plan; (E) Open Space, Trail, Park or Recreation Plan; (F) Growth
Planning or Growth Management Plan; (G) Capital Improvement Plan; (H) Redevelopment Plan;
and or {I) other adopted, applicable City Plan or Policy. In determining whether a development
ptan is consistent with and conforms to the General Plan and any of the identified other
applicable and adopted plans or policies, the overall intent and goals of the applicable plan or
policy shall be considered, and the development plan shall also be evaluated as to whether it
furthers the implementation of, and is not contrary to, the policies, goals, objectives, strategies
and applicable elements of the City.

BUDGET FOR ALLOCATION OF ASSURED WATER SUPPLY

Following the AWS designation in 1999, Prescott established a five-year Alternate Water Policy
and Budget for allocating 1,000 acre-feet of the 1,085 acre-feet of effluent credits identified by
the ADWR designation order. Prior to the 1998 declaration of groundwater mining in the
Prescott AMA, all subdivision development could be served from groundwater. Subdivisions
developed after the declaration, and not identified and vested by ADWR, must be served from
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non-groundwater sources. The five-year Policy required a water service agreement for any new
residential development, but neither an agreement for, nor accounting of, water for non-
residential development, since each residential allocation includes an additional increment for
non-residential demand. At the end of the five years covered by the City's 1999 policy,
approximately 200 acre-feet remained unallocated.

One of the goals of the 1999 policy was to not exceed 8,000 acre-feet of net groundwater
withdrawal each year. The City exceeded that goal in 2002, due to extreme drought, the bark
beetle infestation, and lower than usual surface water recharge. With the utilization of all water
resources through the next five year period, this goal of 8,000 acre-feet/year is achievable.

In 1998, the City entered into an Intergovernmental Agreement (IGA) with the Chino Valley
Irrigation District (CVID) according to which water service is provided to the selling owners of
the CVID at the rate of 0.25 acre-feet per acre. The City also has commitments for water
agreements approved in the 1960's and 1970’s that are not yet built out. These reservations are
reflected in the available water budget.

In 2006 alt vacant, residentially-zoned parcels in the City without specific water service
commitments were surveyed, and a calculation made for each of the quantity needed to serve it
if developed to the maximum allowed density: 3,887 potential dwelling units with a total demand
of 1,360 acre-feet. A reservation for this quantity is also made in the table below (Line i.).

The following table provides an estimate of water available for allocation, including the AWS
increase approved by ADWR in September 2005.

WATER AVAILABLE FOR ALLOCATION AS OF 10/11/05
Acre-Feet | Acre-Feet

a. [nitial Allocation--1999 1,000.00
b. Total Water Allocated through 2005 868.05
c. Remaining Allocation 130.90
la. water Allocation Budget Increases

Allocate remaining 85 acre-feet from initial designation 85.0

2005 Assured Water Supply Increase 2,682.0
e. Total Potential Increase in Water Allocation Budget 2,767.00
f Total Water Available 2,897.90
g. Less Contractual Commitments to CVID (534.58)
h. Less Commitments to Previously Approved Water Agreements (58.50)
li. Less Reservation for Vacant Residential Unwatered Parcels’ (1360.35)|
i. Less Water Allocated in 2006 {111.85)
“L Assured Water Supply Available for Allocation As Of 1/01/2007 832.62

" Allocations from the yearly budget for new subdivisions and residential developments on vacant parcels within City
limits would be deducted from this category.

As indicated above, 832 acre-feet are estimated to be available to the City for purposes such
as: allocation to new development; contributing to offsetting groundwater mining in the AMA;
and/or reservation for possible future mitigation of importing water from the Big Chino aquifer
(Big Chino Water Ranch), if necessary. Even though Prescott may not have the Big Chino
Water Ranch importation project in place before the end of the policy period, the credits could
be reserved and pledged as a commitment to future mitigation.

During this 2005-2010 policy period, the City will make available for new residential
development 1,000 acre-feet plus the remaining initial allocation from 1988 of the total Assured
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Water Supply Available for Allocation indicated in the table above. For 2005, the initial
allocation from 1999 remaining at the date of adoption of this policy shall be budgeted, and 200
acre-feet per year shall be budgeted for 2006-2010 (hereinafter referred to as the base
allocation), with any unused balance rolling into a contingency allocation for use in any following
year. If the yearly base allocation is used prior to the end of the calendar year, projects which
further and enhance an adopted Council goal and provide additiona! benefits to the City may be
considered, and an allocation may be approved over the yearly base allocation, which excess
will be subtracted from the contingency allocation. A project will not be allocated more than
50% of the budgeted base allocation remaining, unless there is sufficient balance in the
contingency allocation to cover a project request in excess of the 50% limit. A “project” shall be
defined as the development of a parce! of property {(or portion thereof). The phrase "parcel of
property”, as used herein, shall mean all of that real property which was contiguous and under
common ownership at any time on or after November 9, 2004.

Of the total yearly base allocation available, 20% will be reserved for demonstrated workforce/
affordable housing projects. Any unused balance of that base allocation for
workforce/affordable housing will be rolled over into succeeding years and will only be available
for allocation for workforce/affordable housing projects in any following year.
“Workforce/Affordable housing” shall be defined as housing available for homebuyers earning
incomes less than 120% of the median income for Prescott for a family of four as defined
annually by the U. S. Department of Housing and Urban Development (HUD); provided the
mortgage payments (principal and interest) for said housing will not constitute more than one-
third of the homebuyer's income. The 50% per project limit shall not apply to the workforce/
affordable housing category. The Water Allocation Committee will develop scoring criteria to
evaluate each project for which an allocation from the Workforce category has been requested,
with the objectives of encouraging a wider range of opportunities for workforce housing and
providing flexibility for Council consideration of workforce housing proposals. Approval of a
project will require that the developer enter into a development agreement, to include deed
restrictions identifying and requiring the property to remain as workforce housing.

The word “year” as used in this Policy shall mean the calendar year beginning on January 1 and
ending on December 31.

Master-planned (phased) projects requiring an allocation exceeding the budgeting criteria
contained herein may request a reservation of the total project amount, provided that no more
than 40 acre-feet will be allocated to the project in any one year. The yearly allocations may
accumulate until the total project reservation is reached, further provided, however, that the totat
amount reserved must be allocated to the last final plat of the project by a date certain to be
specified by the Council at the time said total reservation is approved.

The Subdivision Regulations require final plat submission within one year of preliminary plat
approval, unless an extension is granted by the City Council. A Water Service Agreement
associated with a preliminary plat will also expire after one year of preliminary plat approval,
unless the final plat is submitted or the preliminary plat is extended. If a developer proposes to
build more units than the Council will allocate water for, the developer can also bring additional
water rights and/or credits to the City in order to serve the additional demand.

The Mayor has appointed a Water Allocation Committee consisting of three Councilmembers to

review all requests for water allocations. The Committee provides recommendations to the full
Council regarding each allocation.
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EFFLUENT MANAGEMENT

The City of Prescott had an average return flow to the wastewater treatment plants of 3,791
acre-feet per year from 1993-2004, approximately 54% of potable water delivered to customers.
From 1999-2004, an average of 2,186 acre-feet of effluent was recharged, which is net of 4%
evaporation loss in the recharge operation, and an average of 1,614 acre-fest of effluent was
deliverad to customers for direct use. By prior commitments, Prescott has allocated an annual
volume of effluent equal to 2,240 acre-feet. The allocation breakdown is:

Contract

Customer Quantity
Antelope Hills Golf Course 1000 affyr
Hassayampa Village 500 affyr
Prescott Lakes Development 500 aflyr
Yavapai Materials, Inc. 240 affyr

As the averages show, less than 80% of the total contract allocations are actually used
annually.

In addition, the City is obligated to provide up to 1,500 acre-feet per year of effluent credits to
CVID through 2020. YPIT also has a right to effluent produced on their reservation, either by
treating the wastewater themselves, or building a pipeline for effluent from the City’s treatment
plant; and has second priority on effluent, following the Antelope Hills Golf Course, in times of
shortage. YPIT has discussed selling effluent to others for irrigation purposes. All of these
scenarios would reduce the amount of effluent available to the City for direct use and/or
recharge.

The availability of non-groundwater resources (surface water and treated effluent) exceeds the
associated present day demand. Recognizing this, effluent not directly delivered to customers
has been pledged as part of the City's 2004 AWS application to ADWR; any additional
allocation of this resource would impact the AWS Allocation Budget. Recognizing the heavy
demand of golf course irrigation, the City will not allocate any additional effluent for golf courses
beyond that pravided for in existing agreements, nor shall the use of potable water for irrigation
of new golf courses be allowed. Potable water may only be used to irrigate municipal golf
courses under temporary, emergency circumstances.

The current effluent rate structure is governed by the contracts with each customer. A minor
amount of effluent is delivered annually for construction use, and is charged a higher rate than
the contract customers, but less than potable water rates. This rate structure will be reviewed
once the Sewer Model is completed.

Use of Recovered Effluent for Turf and Landscaping Irrigation

One of the 1999 Water Management Policy goals was to convert irrigation of existing parks and
large turf areas from potable water to effluent. This goal has not been achieved for two primary
reasons: (1) inadequate available effluent in the summer, when the demand for turf irrigation is
highest; and (2) the cost of infrastructure to convey effluent from wastewater treatment plants to
points of demand.
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The following chart shows that the highest demand for irrigation effluent (during summer
months) is when the supply is lowest, and recovered effluent credits must be used to meet the
contractual obligations, further impacting available supplies. One option would be to wait for the
available supply of effluent to increase, and then convert large turf areas to effluent watering.
With respect to the second reason, effluent must be carried in a separate pipeline from potable
water, so new main lines would have to be installed from the wastewater treatment plants at

considerable cost. Again, the cost feasibility will be evaluated as part of the City's Sewer Model
project.
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CURRENT AND EMERGING PoLICY ISSUES
Surface Water Recharge Operating Plan

When Prescott purchased Watson and Willow Lakes, the City inherited a court-ordered
stipulation between CVID and Salt River Project (SRP) which precludes recharge from the lakes
prior to April 1 or after November 30 in any year, leaving a 90 day window to recharge under the
current operating plan (September-November). During this policy period, the City will pursue an
agreement with SRP to enable recharge between December 1 and March 31 in any year, to
predetermined lake levels balancing recharge and recreational uses.

Yavapai-Prescott Indian Tribe Water Rights

In 1995 the City participated in a water rights settlement pertaining to YPIT, by pledging to serve
their water needs. Under the settlement terms, YPIT is first-in-line for water served by the City.
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Current YPIT water needs are 215 acre-feet/year. Since the ultimate water demand of YPIT is
uncertain, estimated quantities must be assumed at various planning horizons.

The City's water portfolio also contains a Type Il groundwater withdrawal right of 3,169 acre-
feet/year granted by the 1980 Groundwater Management Act. The City has not pledged this
water right for any purpose, and it is not reflected in the Assured Water Supply Designation by
the Arizona Department of Water Resources as being "physically available". The two Airport
area production wells added to the capital improvement program in January 2005 will allow the
City to demonstrate an increased physical availability. The City is retaining this Type |l water
right in its portfolio for possible future use on behalf of the Yavapai-Prescott Indian Tribe (YPIT)
which is served by Prescott

Importation from the Big Chino Basin

In December 2004, the City acquired a portion of the
JWK Ranch, encompassing 4,500 acres of private land
and 924 acres of State Leased Land, now known as the
Big Chino Water Ranch. The property, approximately 45
miles north of the City in the Big Chino basin, has been
used for farming and cattle ranching.

Pursuant to A.R.S. §45-555E the City and the Federal
Government are allowed to transport up to 14,000 acre-
feet of water from the Big Chino basin. An advisory letter
from ADWR has set the City's portion at 8,717 acre-feet
per year. The City plans to bring the water from the Big
Chino basin into the Prescott AMA to bolster its long
term water supply.

The City and Town of Prescott Valley have entered into | ! , e
an intergovernmental agreement to share water to be | wim—ais 49| @ Consuttauts, Tnc,
imported from the Big Chino basin, and associated

capital and operating costs. The target for delivery of water from the Big Chino Water Ranch
into the Prescott AMA is 2009. During this 2005-2010 policy period, water from the Big Chino
Water Ranch is not anticipated to be available. The subsequent water management policy
(post-2010) will reflect this new resource.

Aging and Deficient Water System Infrastructure

In December 2004 Carollo Engineers completed a supply and demand hydraulic model of the
City's water system, from the present through build-out (full development within the existing City
limits, plus lands to be annexed as set forth by the General Plan). The model identified
numerous system deficiencies (flow and pressure) that must be addressed in order to ensure a
reliable and sufficient supply for residential and non-residential uses, including fire protection.

Additionally, parts of the City's system are as much as 100 years old. Replacement,
rehabilitation, and upgrading of water infrastructure will need to be addressed in short and long
term capital improvement programs.

Cost of Water and Rates

Full utilization of the City's available water resources in accordance with state regulations and
adopted City policies, and participation in effective regional water management strategies, will
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require expenditures from various funding sources. The City has established a Water
Development Impact Fee applicable to all future residential development, to ensure such
development pays a fair, proportionate share of water resource and system infrastructure costs.
The City will periodically review all water rates and fees to ensure adequate cost recovery and
consistency with adopted goals and plans.

The cost of future water will be considerably higher than it is today, because of development
and operational costs for the Big Chino Water Ranch, offsetting overdrafting in the Little Chino
aquifer, arsenic and cther treatment required by federal and state regulations, and Big Chino
basin monitoring and possible mitigation responsibilities. The Water Conservation Committee is
also exploring water rate structures which would promote water conservation, and will provide
their recommendations to the City Council. This conservation strategy would be one of several
inputs to water rate setting, which includes energy, maintenance, and operational costs,
infrastructure rehabilitation and other system upgrades.

To the extent that certain prospective programs such as workforcefaffordable housing are

implemented with financial incentives to be provided by the Water Fund, the cost of water may
be further affected.
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