PLEASE PRINT

ARIZONA WATER BANKING AUTHORITY

THURSDAY, JULY 18, 1996
ARIZONA DEPARTMENT OF WATER RESOURCES

NAME: TIMOTHY L. RECHT

REPRESENTING:
ROBERT S. LYNCH ({IEDA}

BUSINESS ADDRESS:
2001 N. 3RD ST STE 204
PHOENIX AZ 85004

ARE YOU ALREADY

ON OUR MAILING LIST?

TEL:254-5908

FAX:254-9542

E-MAIL:RSLYNCHATY.AOL.COM

NAME: V.C. DANOS

REPRESENTING:
AMWUA

BUSINESS ADDRESS:
4041 N CENTRAL AVE
PHOENIX AZ

TEL:248-8482

FAX:2488423

E-MAIL:

NAME: KAREN BARFOOT

REPRESENTING:
CITY OF CHANDLER

BUSINESS ADDRESS:

TEL:786-2797

FAX:786-2780

E-MAIL:

NAME: MIKE BROPHY

REPRESENTING:
RWCD

BUSINESS ADDRESS:

2700 BANK OF AMERICA BLDG
101 N 1ST AVE

PHOENIX AZ 85003

TEL:440-4811

FAX:257-9582

E-MAIL:

NAME: JENNIFER BACK

REPRESENTING:
ASL

BUSINESS ADDRESS:
1130 E MISSOURI STE 110
PHOENIX AZ

TEL:263-9522

FAX:

E-MAIL:

NAME: CHARLIE VAUGHN

REPRESENTING:
HUALAPAI TRIBE

BUSINESS ADDRESS:
PO BOX 300
PEACH SPRINGS AR

TEL:520-769-2254

FAX:520-769-2309

E-MAIL:




ARIZONA WATER BANKING AUTHORITY

THURSDAY, JULY 18, 1996

PLEASE PRINT ARIZONA DEPARTMENT OF WATER RESOURCES

7 NAME: BRUCE BROWN

REPRESENTING:
ECOPLAN ASSOCIATES

BUSINESS ADDRESS:

185 S DOBSON RD STE 111

MESA AZ 85202

ARE YOU ALREADY

ON OUR MAILING LIST?

TEL:831-8780

FAX:831-8861

E-MAIL:ECOPLAN@AOL.COM

8 NAME: DOUG NELSON

BUSINESS ADDRESS:
2600 N CENTRAL STE 630

TEL: 230-7771

REPRESENTING: PHOENIX AZ FAX:
ARWA
E-MAIL:
9 NAME: TERRI SUE C. ROSSI BUSINESS ADDRESS: TEL: 412-7213

REPRESENTING:
CITY OF PEORIA

8401 W MONROE
PEORIA AZ 85345

FAX:412-7291

E-MAIL:

10 NAME: DENNIS RULE

REPRESENTING:
CITY OF TUCSON

BUSINESS ADDRESS:
PO BOX 27210
TUCSON AZ 85726-7210

TEL:520-791-2666

FAX:520-791-3293

E-MAIL:

11 NAME: BETH MILLER

REPRESENTING:
CITY OF MESA

BUSINESS ADDRESS:
PO BOX 1466
MESA AZ 85211

TEL:644-2947

FAX: 644-2768

E-MAIL:

12 NAME: BILL CHASE

REPRESENTING:
CITY OF PHOENIX

BUSINESS ADDRESS
200 W WASHINGTON
PHOENIX AZ 85003

TEL:261-8855

FAX:495-5650

E-MAIL:

13 NAME: DON POPE

REPRESENTING:
YUMA CO. WATER USERS’ ASSOC

BUSINESS ADDRESS
PO BOX 5775
YUMA AZ 85366

TEL:520-627-8824

FAX:520-627-3065

E-MAIL:




ARIZONA WATER BANKING AUTHORITY

THURSDAY, JULY 18, 1996

PLEASE PRINT ARIZONA DEPARTMENT OF WATER RESOURCES
14 NAME: FRAN SCHEELE FOR WES MARTIN BUSINESS ADDRESS ARE YOU ALREADY TEL:520-783-3371
BOX 72217 ON OUR MAILING LIST?
REPRESENTING: YUMA AZ 85365 FAX: 520-783-0652
USDOI/FWS
E-MAIL:R2RW.IMP
15 NAME: LAWRENCE V. ROBERTSON, JR. BUSINESS ADDRESS TEL:520-721-1900
333 N. WILMOT #300
REPRESENTING: TUCSON AZ 85711 FAX:520-747-1550
ABA STUDY COMMISSION
E-MAIL:
16 NAME: JOHN NEWMAN BUSINESS ADDRESS TEL:870-2338
23636 N. 7TH ST
REPRESENTING: PHOENIX AZ 85024 FAX:870-2332
CAP
E-MAIL:
17 NAME: DAVE ROBERTS BUSINESS ADDRESS TEL:236-2343
PO BOX 52025
REPRESENTING: PHOENIX AZ 85072 FAX:236-2159
SRP
E-MAIL:
18 NAME: EARL ZARBIN BUSINESS ADDRESS TEL: 437-2665
3803 E ST CATHERINE AVE
REPRESENTING: PHOENIX AZ 85040-5013 FAX:
SELF
E-MAIL:
19 NAME: DEE FUERST BUSINESS ADDRESS TEL:786-2798
215 E FUFFALO ST
REPRESENTING: CHANDLER AZ 85225 FAX:786-2780
CITY OF CHANDLER
E-MAIL:
20 NAME: PETE SHUMWAY BUSINESS ADDRESS TEL: 520-536-4060
BOX 161
REPRESENTING: TAYLOR AZ FAX:520-536-3250
NAVAJO / LCR
E-MAIL:




ARIZONA WATER BANKING AUTHORITY

THURSDAY, JULY 18, 1996

PLEASE PRINT ARIZONA DEPARTMENT OF WATER RESOURCES
21 NAME: JOE ESHER BUSINESS ADDRESS ARE YOU ALREADY TEL:
ON OUR MAILING LIST?
REPRESENTING: FAX:
ADWR / PHX AMA
E-MAIL:
22 NAME: DOUG CORKRAN BUSINESS ADDRESS TEL:417-2465
REPRESENTING: FAX:
ADWR / PHX AMA
E-MAIL:
23 NAME: CECIL ANTONE BUSINESS ADDRESS TEL:562-3311
PO BOX 97
REPRESENTING: SACATON AZ 85247 FAX:562-33422
GILA RIVER INDIAN COMMUNITY
E-MAIL:
24 NAME: CHUCK CAHOY BUSINESS ADDRESS TEL:
REPRESENTING: FAX:
ADWR - LEGAL DIV
E-MAIL:
25 NAME: JAN LANEY BUSINESS ADDRESS TEL:542-3500
1616 W ADAMS
REPRESENTING: PHOENIX AZ 85007 FAX:
AZ STATE LAND DEPT
E-MAIL:
26 NAME: CYNTHIA STEFANOVIC BUSINESS ADDRESS TEL:542-3500
1616 W ADAMS
REPRESENTING: PHOENIX AZ 85007 FAX:
AZ STATE LAND DEPT
E-MAIL:
27 NAME: MARY BAULHBACH BUSINESS ADDRESS TEL:831-2900

REPRESENTING:
US REP MATT SALMON

401 W BASELINE RD #209
TEMPE AZ 85283

FAX:

E-MAIL:




PLEASE PRINT

ARIZONA WATER BANKING AUTHORITY

THURSDAY, JULY 18, 1996

ARIZONA DEPARTMENT OF WATER RESOURCES

28 NAME: RALPH ELLIS

REPRESENTING:
ADWR

BUSINESS ADDRESS

ARE YOU ALREADY
ON OUR MAILING LIST?

TEL:

FAX:

E-MAIL:

29 NAME: SCOT STIRLING

REPRESENTING:
SACKS TIERNEY

BUSINESS ADDRESS
2929 N. CENTRAL 14TH FL
PHOENIX AZ 85012

TEL: 240-2612
FAX: 279-2027

E-MAIL:SSTIRLING@COUNSEL.COM

30 NAME: DAN SHEIN

REPRESENTING:
HOUSE OF REPRESENTATIVES - STAFF

BUSINESS ADDRESS
1700 W WASHINGTON
PHOENIX AZ 85007

TEL: 542-3146

FAX: 542-4511

E-MAIL:

31 NAME: SUSAN ANABLE

REPRESENTING:
SENATE

BUSINESS ADDRESS
1700 W WASHINGTON
PHOENIX AZ 85007

TEL: 542-3171

FAX: 542-3429

E-MAIL:

32 NAME: JOE ABATE

REPRESENTING:
ABL

BUSINESS ADDRESS
2712 N 7TH ST
PHOENIX AZ 85006

TEL: 248-0372

FAX: 266-8290

E-MAIL:

33 NAME: BILL ALLEN

REPRESENTING:
CIBILA VALLEY

BUSINESS ADDRESS

ASL HYDRO & ENVIRON SERVICES
1130 E MISSOURI

PHOENIX AZ 85014

TEL: 263-9522

FAX:

E-MAIL:

34 NAME: LARRY DOZIER

REPRESENTING:
CAP

BUSINESS ADDRESS
23636 N 7TH ST
PHEONIX AZ 85024

TEL: 870-2377

FAX: 870-2332

E-MAIL:




AGENDA

ARIZONA WATER BANKING AUTHORITY
Thursday, July 18, 1996
1:00 - 4:00 p.m.

Arizona Department of Water Resources
500 North 3rd Street
3rd Floor Conference Room A
Phoenix, Arizona

Welcome / Opening Remarks Rita Pearson

Introduction of Authority Members and Staff Rita Pearson
Remarks by Authority Members

Election of Commission Officers Jimmy Jayne
Vice-chairman

Secretary

Presentation on Operation of the Authority Tim Henley

Confirmation of Regular meeting date and time
- currently scheduled for the third Tuesday of each month, 9:30 - 12:30
- DWR, 3rd floor conference room or announced location around state

Adoption of Resolution 96-1 for Authority Seal
Adoption of Resolution 96-2 for travel policy

Presentation on conflict of interest Chuck Cahoy
Presentation on open meeting laws

Presentation on Funding of Authority / Accounting of Monies Tim Henley

Proposed accounting system
Sources of revenues

Presentation on DWR/CAWCD costs of services proposal Tim Henley
Adoption of cost of services Resolution adopted for FY 1997 (July 1 - Oct )1
[on condition of submittal of annual cost of services proposals for FY 1997

(July 1 - June 30) by DWR and CAWCD prior to August 20]

Discussion on Authority/CAWCD IGA Issue Tim Henley
Presentation by CAWCD



VII. Discussion on Future Actions of the Board / Recharge Opportunities Tim Henley
Review of time line
Begin developing 1997 Annual Operating Plan
Development of Storage Facilities Inventory
Review and initial discussion on the development of Guidelines for storage of water

IX. Status of Study Commission Herb Dishlip
X. Adoption of Annual Report Tim Henley
XI.  Next Meeting Tim Henley

Tentatively scheduled for Tuesday, August 20, 9:30-12:30 at DWR
Discussion on proposed agenda items

XII. Call to the Public

XII. Adjournment

If, because of a disability, you need a reasonable accommodation to participate equally in this program,
activity, or service, please contact the Arizona Banking Authority at (602) 417-2442 or (602) 417-2455 [TDD]
with your needs. Many accommodations, such as auxiliary aids and services, alternate format material, or
changing facilities, require in excess of 72 hours to arrange. In order for this department to provide timely
accommodation, please notify us as far in advance as possible.

b:\agenda\0718%6agd\jgj



ARIZONA WATER BANKING AUTHORITY

BIOGRAPHICAL SKETCHES

THE HONORABLE STAN BARNES - Senator Barnes was appointed as an ex officio member of the
Arizona Water Banking Authority by Senate President John Greene.

Senator Barnes serves as Vice President of Public Affairs for First Interstate Bank and is completing his
second year of a two-year term as the Arizona State Senator representing District 21 in Mesa. Senator
Barnes’ committee involvement in the Senate includes: Chairman of the Government Reform
Committee, Vice-Chairman of the Natural Resources, Agriculture and Environment Committee, and a
member of the Transportation, Appropriations, and Joint Legislative Audit Committees. Formerly, he
served two terms in the Arizona House of Representatives from January 1989 - January 1993.

Senator Barmes is a native Arizonan from Queen Creek and graduated from Chandler High School. He
received a Bachelor of Science in Broadcasting from Arizona State University.

WILLIAM L, CHASE, JR, - Mr. Chase, Water Advisor for the City of Phoenix, was appointed to
the Authority by Governor Symington on June 9, 1996, representing an entity that holds a Central
Arizona Project Municipal and Industrial contract.

Mr. Chase graduated from California State Polytechnic University, San Luis Obispo with a B.S. in
Agricultural Engineering, specializing in Soils and Water and went on to receive a Master of Science in
Engineering from the University of California, Los Angeles. He worked for the L.A. District Office of
the U.S. Army Corps of Engineers on flood control, water quality and water control programs. Since
December 1980, Mr. Chase has served as the Water Advisor for the City of Phoenix. In that capacity,
he helps develop policy on a range of water matters including: long-range water supplies and demands;
water conservation; water rights; Indian water rights settlements; Plan Six dams; wastewater reuse and
water related legislation. Mr. Chase serves on the Board of Directors of both the Western Urban
Water Coalition and the Western Coalition of Arid States and has been actively involved in professional
water resource management for over 20 years.

GRADY GAMMAGE, JR.- Mr. Gammage serves as a member of the Authority in his capacity as
President of the Central Arizona Water Conservation District (CAWCD).

Mr. Gammage is an Arizona native who has practiced law in Phoenix since his graduation Magna Cum
Laude from Occidental College and received his J.D. from Stanford Law School in 1976. He along
with two partners founded the law firm of Gammage & Burnham in 1983, specializing in the areas of
land use and real estate development. Mr. Gammage authored and co-authored a number of articles
and books on land use and development issues, including: “The Bureaucrat as Developer: Arizona’s

Urban Lands Act”, Historic Preservation in California. “Phoenix Does it Citywide”, “Design Review

Comes to Phoenix”, “Design Review, a Perspective from the West”, “Squareacre, Broaddesert:
Visions of Phoenix” in Frank Llovd Wright: The Phoenix Papers.

Mr. Gammage is currently an adjunct professor at the Arizona State University Colleges of
Architecture and Law, where he teaches classes on preservation planning and on land use regulation.
Along with serving as President of CAWCD, Mr. Gammage is one of two Arizona advisors to the
National Trust for Historic Preservation. He is past chair of the Phoenix Design Review Standards
Committee; a former member of the Phoenix Historic Preservation Commission; and past president of
the Phoenix chapter of Lambda Alpha, a national real estate economics honorary.



TOM GRIFFIN - Mr. Griffin was appointed to the Authority by Governor Symington on July 9, 1996
as a representative of the communities along the Colorado River. In 1985 he founded and has operated
the Water Planning Group, a planning and development consulting firm in Arizona, California and
Nevada.

Mr. Griffin is past Chairman of the Bullhead City Water Advisory Committee and currently serves on
the Board of the Mohave County Water Conservation District. He was instrumental in the creation of
the Mohave County Water Authority and currently serves as chairman. Mr. Griffin is actively
involved in the Colorado River Contract for Bullhead City and water issues along the Colorado River.

THE HONORABLE MARK W, KILLIAN - Speaker Killian serves as an ex officio member of the

Authority representing the House of Representatives.

Speaker Killian was first elected to the House of Representatives in 1982 representing the 30th
Legislative District in the Southeast Valley, including Gilbert, Queen Creek, and Southeast Mesa. MTr.
Killian has held several chairmanships and leadership roles during his tenure in the House, including
serving as Majority Leader from 1991-1992 and serving as Speaker of the House since January 1993.
He has received several honors and awards while serving in the Legislature, including being awarded
the National Republican Legislator of the Year award in 1993.

Mr. Killian is a native-born, third generation Arizonan and a graduate of Arizona State University in
Business Administration, specializing in real estate and urban planning. He owns a commercial sales
and property management company and is a partner in family farming and ranching operations.

RITA P. PEARSON - Ms. Pearson serves as Chairman of the Authority in her capacity as Director of
the Arizona Department of Water Resources.

In March of 1993, Governor Symington appointed Rita Pearson as Director of the Arizona Department
of Water Resources. Prior to this appointment, Ms. Pearson served as the Governor's Deputy Chief of
Staff and Executive Assistant for Environment and Natural Resources. In this position she oversaw ten
state agencies including the Department of Water Resources and the Department of Environmental
Quality. She also acted as the Governor's liaison to a wide variety of boards, panels and national
associations. During her two years on Governor Symington's staff, Ms. Pearson was involved in a
number of high profile environmental issues including the ENSCO buy out and the Navajo Generating
Station negotiations.

Prior to joining the Symington administration, Ms. Pearson had both public and private sector work
experiences. While at the Arizona State Senate, she gained an extensive legislative background. From
1981 through 1985, she was the Research Analyst for the Senate Commerce and Labor Committee.
Her most recent work in the private sector was as an attorney with Snell & Wilmer, where she
practiced natural resources and administrative law for three years.

Ms. Pearson has earned three degrees from Arizona State University: a Bachelor of Science in 1977; a
Masters of Business Administration in 1979 and a law degree in 1988.

RICHARD S, WALDEN - Mr. Walden was appointed to the Authority on July 09 by Governor
Symington as a person knowledgeable in water resource management. He currently serves as President .
and Chief Operating Officer of Farmers Investment Company in Sahuarita; as a Director for First
Interstate Bank as well as Vice-Chairman of the National Pecan Shellers Association. Mr. Walden is
serving his second six-year term on the Board of the Arizona Power Authority and served on the
Governor’s Central Arizona Project Financing Study Group. He was a founding member of the
Southern Arizona Water Resources Association and remains on the Board. Mr. Walden is involved in

a number of organizations including the Arizona Academy, Greater Tucson Economic Council, Green
Valley Community Health Center, Tucson Airport Authority, The UofA Agriculture “100" Council,
UofA Roundation President’s Club, UofA Business School Board of Advisors. Mr. Walden has a



Bachelor of Arts degree in Economics from Pomona College.

STAFF:

HERB DISHLIP - Since August 1985, Herb Dishlip has served as an Assistant Director for the
Divisions of Surface Water and Groundwater Management for the Arizona Department of Water
Resources. As Assistant Director, he is responsible for overseeing the Department’s role as
administrator of the State’s Groundwater and Surface Water Codes. This responsibility included the
preparation and implementation of the water conservation programs required by state water
management plans. Mr. Dishlip also currently oversees Department staff involved in Colorado River
issues, the Gila and Little Colorado River adjudications, dam safety and floodplain management
activities. He previously served as Assistant Deputy Director and as Pinal Active Management Area
Director.

Prior to coming to the Department of Water Resources in 1981, Mr. Dishlip worked for nine years for
the U.S. Bureau of Reclamation in Arizona and Colorado. He is a graduate Civil Engineer from the
University of Iowa and is a registered professional engineer.

TIMOTHY J. HENLEY - In June of 1996, Tim Henley was appointed Manager of the Arizona Water
Banking Authority by Director Rita Pearson. Mr. Henley joined the DWR staff in April 1984 as
Arizona’s representative on interstate water matters, including developing water policy strategies and
water issue problem solving. He served as Departtnent of Water Resources Flood Control Branch
Chief, Section Manager of the Colorado River Management Division and most recently as Section
Manager of the newly created Surface Water Section. As Section Manager, Mr. Henley represented
the Department of Water Resources and Arizona in various interstate and intrastate water-related issues
including environmental, economic, management, conservation, allocation of Colorado River supplies
and all aspects of water resources. He also was responsible for representing Arizona'’s interest in the
Colorado River including the Central Arizona Project.

Prior to joining the Department of Water Resources staff, Mr. Henley worked for the Bureau of
Reclamation in the Lower Colorado River Region at both the regional office and Arizona projects
office.

Mr. Henley is a member of the Colorado River Basin Salinity Control Forum and Advisory Council
and Chairperson for the Forum’s Work Group and member of the Lower Colorado River Basin
Technical Committee working group.

He has a Bachelor of Science in Civil Engineering from California State University at Sacramento and
is a registered Civil Engineer in California and Arizona.

JAMES G, JAYNE - In June of 1996, Mr. Jayne was appointed as Technical Administrator of the
Arizona Water Banking Authority by Director Rita Pearson. Prior to his appointment, he served as
Special Projects Coordinator and Assistant to House Speaker Mark Killian. In this capacity, Mr. Jayne
dealt largely with environmental and natural resource issues, including key pieces of legislation such as
the Arizona Water Protection Fund, the Arizona Preserve Initiative and the Arizona Water Banking
Authority.

Over the last six years he has been actively involved in policy development and research on a myriad of
issues, gaining an extensive knowledge of legislative and governmental processes.

Mr. Jayne earned a bachelor of arts degree in International Affairs from Northern Arizona University
and has been accepted into the Master’s of Public Administration program at Arizona State University.



ARIZONA WATER BANKING AUTHORITY

Arizona's Public Meeting Laws

A.R.S. 88 38-4317 et seq.

Arizona law requires that all meetings of any public body be open to the public.
All persons may attend and listen to the deliberations of that body. Under the law,
"public body" includes "commissions of the state.” Therefore, all meetings of the
Arizona Water Banking Authority must be open to the public.

A "meeting,"” for purposes of the open meeting laws, includes any gathering of
a quorum of the members of the public body to propose or take legal action, including
any deliberations with respect to such action.

Except in cases of actual emergency, public notice of any meeting of the
Arizona Water Banking Authority must be given at least twenty four hours prior to the
meeting. An agenda of the meeting must also be available to the public twenty four
hours prior to the meeting. At the meeting, the Authority may discuss, consider or
make decisions only regarding matters listed on the agenda or matters related to that
agenda.

Under Arizona's public meeting laws, a public body may convene in executive
session, but only under limited circumstances. First, public notice of the executive
session must be provided, and that notice must refer to the specific provision of law
authorizing the executive session. Second, the executive session may be convened
only after a public majority vote of a quorum of the public body. Third, an executive
session may be convened only to discuss or consider one of the following items: a)
personnel matters of the public body; b) confidential records; c) legal advice; d)
litigation; e) employee salaries; f) international or interstate negotiations; or g) purchase
or lease of real property. An executive session may not be held for the purpose of
taking any legal action involving a final vote or decision.

Arizona law also states that any person or entity charged with interpretations
of the public meeting laws shall construe the statutes in favor of open and public
meetings.



ARIZONA WATER BANKING AUTHORITY

Duties and Terms for Authority Officers

CHAIRMAN
. The Director of the Arizona Department of Water Resources shall serve as the Chairman
of the Arizona Water Banking Authority (defined in A.R.S. 45-2421)

VICE-CHAIRMAN

. The Vice-Chairman shall be elected from the membership of the Authority and shall
serve a two year term - beginning and ending the third Monday in January (Session law
was added to HB 2494 that called for the first term to begin the first Monday in July)

. The statute is silent on whether an officer may serve another term in same position

. The Vice-Chairman shall act in place of the chairman in the chairman’s absence
SECRETARY

. The Secretary shall be elected from the membership of the Authority and shall serve a

two year term - beginning and ending the third Monday in January (Session law was
added to HB 2494 that called for the first term to begin the first Monday in July)

. The statute is silent on whether an officer may serve another term in same position

. Secretary shall attest to all contracts, intergovernmental agreements or other official
business conducted by the Authority

b\duties\ig)



RESOLUTION 96-1

of the

Arizona Water Banking Authority

WHEREAS, The Arizona Water Banking Authority, being duly appointed and
authorized as provided in A.R.S. § 45-2421, has considered the issues addressed in this
Resolution by quorum in public meeting as required by A.R.S. § 38-431.01, and has voted to
approve the actions specified below;

THEREFORE, BE IT RESOLVED:

1. The Authority hereby adopts its official seal, in accordance with A.R.S. § 45-
2423(A)(9). The seal shall appear as in the graphic attached to this resolution.

IN WITNESS WHEREOQF, the Chairman of the Authority approves this

Resolution by affixing her signature below on this day of
, 1996.

Rita P. Pearson,
Chairman, Arizona Water Banking Authority

Attest:

Secretary, Arizona Water Banking Authority

(Official Seal)






RESOLUTION 96-2

of the

Arizona Water Banking Authority

WHEREAS, The Arizona Water Banking Authority, being duly appointed and
authorized as provided in A.R.S. § 45-2421, has considered the issues addressed in this
Resolution by quorum in public meeting as required by A.R.S. § 38-431.01, and has voted to
approve the actions specified below;

THEREFORE, BE IT RESOLVED:

1. The Authority hereby resolves that the Department of Water Resources
administrative staff shall make all arrangements for lodging, air travel, rental vehicles
and other like travel arrangements for all Authority Members appointed by the
Governor, if those members of the Authority intend to claim reimbursement from the
State for those expenses under A.R.S. § 45-2421(D).

2. The Authority hereby resolves that all claims by Authority members who are
appointed by the Governor for expenses reimbursable under Title 38, Chapter 4,
Article 2, Arizona Revised Statutes, as authorized by A.R.S. § 45-2421(D), shall be
submitted for processing to the Arizona Department of Water Resources administrative
staff.

IN WITNESS WHEREQF, the Chairman of the Authority approves this

Resolution by affixing her signature below on this day of
, 1996.

Rita P. Pearson,
Chairman, Arizona Water Banking Authority



Attest:

Secretary, Arizona Water Banking Authority

(Official Seal)



ARIZONA WATER BANKING AUTHORITY

Conflicts of Interest

A.R.S. 88 38-501 et seq.

Under Arizona law, any public officer or employee of a public agency who has,
or whose relative has, a "substantial interest” in any decision of that agency, or in any
contract, sale, purchase or service to such public agency, shall make known that
interest in the official records of the agency. A.R.S. § 38-503.

According to Arizona Revised Statutes, a "substantial interest” is any pecuniary
or proprietary interest, other than a "remote interest” in the decision or contract.
A.R.S. § 38-502(11) The following are specified as remote interests by A.R.S. § 38-
502(10):

a) The decision/contract relates to a nonprofit corporation for which the
officer or relative is a nonsalaried officer.

b) The decision/contract relates to an entity of which the officer or
relative is a landlord or tenant.

c) The decision/contract relates to an entity for which the officer or
relative serves as legal counsel.

d) The decision/contract relates to a cooperative marketing association
of which the officer or relative is a member.

e) The decision/contract relates to a corporation of which the officer or
relative owns shares, so long as the officer or relative own less than three
percent of the shares of the corporation, and the income from those shares
does not exceed five percent of the person's total annual income.

f) The decision/contract relates to the officer or relative receiving
reimbursement for expenses incurred in the performance of official duties.

g) The decision/contract relates to services provided by a governmental
agency, so long as those services are available to the general public.

h) The decision/contract relates to another government entity of which
the officer or relative is a public officer or employee, so long as the officer or
relative is not directly economically impacted by the decision/contract.



i) The decision/contract relates to a trade, profession or class of persons
to which the officer or relative belongs, so long as there are at least ten
members of that class and the officer or relative has no greater interest in the
decision/contract than the other members.

Another remote interestis listed in the statutes, but is applicable only to school board
members.

If a member of the Arizona Water Banking Authority determines that he/she has
a substantial interest in any decision or contract to be considered by the Authority,
that member is required by statute to make known that interest in the official records
of the Authority. That member must also refrain from voting or otherwise participating
in the conflicted matter. Should the situation arise where a majority of the members
of the Authority all have a substantial interest in a matter, all members may take part
in the matter after making disclosure of the substantial interest.

To provide notice of a substantial interest in a matter being considered by the
Authority, the Authority member should contact the Authority staff for a disclosure
statement form.



1991
October
November
December

1992
January
February
March
April
May
June
July
August
September
October
November
December

1993
January
February
March
April
May
June
July
August
September
October
November
December

1994
January
February
March

State Water Storage Fund
Property Tax Revenue
Per ARS Section 48-3715.02

Maricopa Pima

County County Total
8,973.92 8,973.92
960,980.57 162,494.99 1,128,475.56
1,550,099.17 352,441.90 1,902,541.07
2,520,053.66 514,936.89 3,034,990.55
51,471.46 27,851.02 79,322.48
55,772.27 16,068.43 71,840.70
94,938.29 9,776.94 104,715.23
163,578.31 14,121.99 177,700.30
726,434.82 109,209.88 835,644.70
1,203,937.62 335,976.27 1,539,913.89
67,242.22 15,506.68 82,748.90
41,859.02 8,667.80 50,526.82
4,893.89 8,578.01 13,471.90
144,702.55 15,692.84 160,395.39
746,085.62 264,401.10 1,010,486.72
1,579,868.23 210,318.85 1,790,187.08
4,880,784.30 1,036,169.81 5,916,954.11
46,263.76 126,963.61 173,227.37
44,074.05 27,574.92 71,648.97
94,086.04 13,992.35 108,078.39
167,499.05 27,223.35 194,722.40
589,482.57 267,519.04 857,001.61
1,333,921.39 195,498.98 1,529,420.37
67,000.20 19,260.26 86,260.46
25,574.76 4,098.71 29,673.47
5,689.69 8,867.89 14,557.58
111,584.55 17,511.25 129,095.80
651,392.51 306,587.64 957,980.15
1,647,555.27 179,967.88 1,827,523.15
4,784,123.84 1,195,065.88 5,979,189.72
55,120.59 113,881.26 169,001.85
49,816.38 26,154.29 75,970.67
97,227.13 21,129.09 118,356.22



April

May

June

July
August
September
October
November
December

1995
January
February
March
April
Maricopa Adj.
May
June
July
August
September
October
November
December

State Water Storage Fund
Property Tax Revenue
Per ARS Section 48-3715.02

Maricopa Pima

County County Total
260,717.41 25,453.93 286,171.34
1,169,479.23 265,295.56 1,434,774.79
659,351.03 186,046.60 845,397.63
62,964.25 32,891.93 95,856.18
34,250.04 5,952.17 40,202.21
28,156.20 7,440.25 35,596.45
218,461.66 12,014.70 230,476.36
1,263,108.10 265,609.97 1,528,718.07
1,210,458.36 224,115.94 1,434,574.30
5,109,110.38 1,185,985.69 6,295,096.07
132,568.69 140,218.66 272,787.35
187,321.56 28,375.26 215,696.82
200,734.74 20,750.30 221,485.04
212,095.75 21,010.96 233,106.71
2,178,702.71 2,178,702.71.
1,108,155.50 273,087.38 1,376,242.88
920,519.97 212,389.43 1,132,909.40
51,271.76 18,271.83 69,543.59
29,847.93 307.86 30,155.79
22,986.66 5,417.10 28,403.76
292,890.35 27,830.91 320,721.26
1,457,275.43 302,309.43 1,759,584.86
1,166,807.59 278,713.01 1,445,520.60
7,956,178.64 1,328,682.13 -9,284,860.77
25,250,250.82 5,260,840.40 30,511,091.22

DWR 2/8/96



RESOLUTION 96-3

of the

Arizona Water Banking Authority

WHEREAS, The Arizona Water Banking Authority, being duly appointed and
authorized as provided in A.R.S. § 45-2421, has considered the issues addressed in this
Resolution by quorum in public meeting as required by A.R.S. § 38-431.01, and has voted to
approve the actions specified below;

THEREFORE, BE IT RESOLVED:

1. The Authority hereby requests the administrative, technical and legal support of
the Arizona Department of Water Resources at a level in accordance with the interim
cost of services proposal submitted by the Director this date.

2. The Authority hereby adopts the interim cost of services proposal submitted by
the Director of Water Resources for administrative, technical and legal support to the
Arizona Water Banking Authority for the period commencing July 1, 1996 through
September 30, 1996. Such proposal is approved on the condition that the Director
shall submit an annual cost of services proposal to the Authority on or before August
15, 1996 for the fiscal year July 1, 1996 through June 30, 1997, to be reviewed in
accordance with A.R.S. § 45-2424(C). A copy of the approved interim cost of services
proposal is attached to this Resolution as Attachment A, and incorporated by reference.

3. The Authority hereby requests the technical support of the Central Arizona
Water Conservation District at a level in accordance with the interim cost of services
proposal submitted by the Central Arizona Water Conservation District this date.

4. The Authority hereby adopts the interim cost of services proposal submitted by
the Central Arizona Water Conservation District for technical support to the Arizona
Water Banking Authority for the period commencing July 1, 1996 through September
30, 1996. Such proposal is approved on the condition that the Central Arizona Water
Conservation District shall submit an annual cost of services proposal to the Authority
on or before August 15, 1996 for the fiscal year July 1, 1996 through June 30, 1997,
to be reviewed in accordance with A.R.S. § 45-2424(C). A copy of the approved
interim cost of services proposal is attached to this Resolution as Attachment B, and
incorporated by reference.



5. The Authority shall remit funds necessary to reimburse the Department of
Water Resources and the Central Arizona Water Conservation District for the interim
cost of services proposal on or before August 20, 1996.

6. The Authority also expresses its acknowledgement and appreciation to the
Arizona Department of Water Resources for administrative, technical and legal services
rendered to the Authority in the period April 30, 1996 through June 30, 1996, as
detailed in the attached interim cost of services proposal, for which the Department has
not sought reimbursement from the Authority.

IN WITNESS WHEREQF, the Chairman of the Authority approves this

Resolution by affixing her signature below on this day of

, 1996.

Rita P.

Attest:

Pearson,
Chairman, Arizona Water Banking Authority

Secretary, Arizona Water Banking Authority

(Official Seal)



ATTACHMENT A

COST OF SERVICES
July 1, 1996 thru September 30, 1996
Anzona Department of Water Resources

Water Banking Authority Staff (Manager, Technical Administrator, and Admin.. Assistant)

Salary $ 33,450
Employee Related Expenses § 7,600
Other Operating Expenditures
Equipment (Start-up) $ 27,100
Supplies $ 1,000
Professional and Outside Services $
Travel Related Expenditures § 4,200
Other Staff Support $ 20,525

(Legal, accounting, administrative, and AMAs)

TOTAL $ 93,875



ATTACHMENT B

Central Arizona Project

MEMO

DATE: July 15, 1998

TO: Tim Henley, Director

Arizona Water Banking Authority :
FROM: Larry Dozier, Deputy General Manager m//
SUBJECT: Technical Support to the Authority July through September 1996

The CAWCD expects to provide technical support to the Arizona Water Banking Authority
(Authority) in developing and performing the annual plan of operation. In addition, we
have information and expertise to assist in the storage facility inventory.

The initial efforts of CAWCD staff will be to develop alternative operating scenarios based
on potential CAP systesm capacity, storage facility capacity, and water supply available
to the Authority based on funds and water pricing. The work will be performed by three
or four different individuals, primarily a water system engineer, a hydrologist, and a
customer service coordinator with the necessary management review and administrative
support. The combined effort is expected to require the equivalent of one full-time
employee (FTE). The fully loaded cost (with benefits and some administrative ¢osts) is
expected to be about $7,500/month. Work done prior to the first meeting has not besen
accounted for as Authority work. In the July through September 1998 period, a
reasonable budget request is $17,500 ($7,500 x 2 1/3 mo).

| hope this information is sufficient to get the Authority's work effort initiated.

G\OOZIERWMEMOENLYAWRBA .SUP



PROPOSED ISSUES FOR INCLUSION IN INTER-GOVERNMENTAL AGREEMENT (IGA)

1) DWR/CAWCD scope of services
2) Financial accounting mechanisms for water purchases
3) Key operating schedule milestones

4) Payment authority between DWR and CAWCD

b:\outline.iga\jgi



KEY DATES / TIME LINE

(updated 7/17/96)
1996
APRIL 30
HB 2494 - Chapter 308 signed by Governor Symington
July 9

Appointments made to the Arizona Water Banking Authority and Study Commission

Week of July 15
1996 Annual Report draft finalized for review and adoption at July 18 meeting

FY 97/98 Cost of Services proposal and Budget Resolution finalized (DWR/CAWCD)
Accounting system finalized (Tim/Joe/Chuck)
FY 97 interim Annual Operating Budget finalized (Tim/Joe)

July 16
Authority staff meeting with AMA directors

July 18
AWBA Meeting - Arizona Department of Water Resources

Week of July 22
1996 Annual Report finalized with any changes after July 18 meeting

- distribute to Governor, President, Speaker, press, mailing list, etc (Aug 01 submittal)
1997 Annual Plan of Operation drafting continuing

IGA with Authority/DWR/CAWCD drafting continuing

Guidelines for storage of water drafting proceeding (Chuck)

Schedule first meeting of newly formed “working group” (possibly in Tucson)
Confirm location and logistics of Authority meeting in Tucson

Begin work on first Arizona Water Banking Authority newsletter

Schedule presentation to the Phoenix 3rd Management

August 1
ANNUAL REPORT (45-2426 p.33 lines 38-44 p.34 lines 1-15)
Submit to Governor, President and Speaker / copies to mailing list with August agenda

August 6
Authority staff meeting with Groundwater Management working group

Week of August 12
Guidelines for the storage of water draft finalized(Chuck)



1996 (con’t)

August 15
FY 97/98 Cost of Services budget proposals submitted by DWR and CAWCD

August 20
AWBA Meeting - Arizona Department of Water Resources
Guidelines for water storage draft presented to Authority
(staff recommends 30 day public written comment period for draft Guidelines)
Storage Facilities Inventory presented to Authority for adoption
(Discussion on developing Storage Facilities Plan)
IGA working draft outline presented to Authority
FY 98 General Fund appropriation request approved by Authority (Sept. 01 submittal)
1997 Annual Plan of Operation working draft presented to Authority

September 2
General Fund appropriation request for FY 98 submitted to Governor, President and

Speaker, including estimated FY 98 Annual Operating Budget

Week of September 2
1997 Annual Plan of Operation draft finalized for presentation at September 10 meeting

September 10
AWBA Meeting - Tucson?
1997 Annual Plan of Operation adopted by Authority for Presentation to GUAC’s
(presentations made to GUAC’s in Maricopa, Pinal and Pima AMA’s prior to Oct. 15)
IGA between Authority/ DWR/CAWCD initially adopted by Authority
(to be presented to CAWCD Board at October meeting)
FY 97 Annual Operating Budget (Oct-June) adopted by Authority
Presentations by DWR and CAWCD on types of recharge and programs
Presentation by Tucson AMA Regional Recharge Committee on recharge program in the
Tucson area

September 19
30 day written comment period for draft Guidelines ends

Week of September 22
Guidelines for water storage finalized, incorporating public comment, for presentation to

Authority on October 15 for adoption

October
Adoption of IGA by CAWCD Board
First half of 4 cent demonstration tax revenues due to County Treasurer offices



1996 (con’t)

October 15
AWBA Meeting - Lake Havasu City?
Guidelines for the storage of water adopted by Authority
1997 Annual Plan of Operation suggested revisions presented based on public

comments received
Formal application to be used for all proposals reviewed and adopted by Authority

IGA adopted by Authority
Presentation by Mohave County Water Authority on proposal to be submitted to AWBA.

November
First half of 4 cent demonstration tax due to Authority

Week of November 5
1997 Annual Plan of Operation finalized based on comments received from presentations

to GUAC’s and the Authority

November 19
AWBA Meeting - Yuma?
1997 Annual Plan of Operation adoption by Authority

December 1
ANNUAL PLAN OF OPERATION (45-2456 p.37 lines 25-43, p.38 lines 1-39)
1997 Plan of Operation submitted to Governor, President and Speaker
Plan will be sent to mailing list with December agenda

December 17
AWBA Meeting - Department of Water Resources
Authority consideration and possible approval of applications submitted to-date

1997

March
General Fund appropriation for Authority determined by Legislature

March 1
INVENTORY OF EXISTING STORAGE FACILITIES DUE
(45-2452 p.34 lines 41-44, p.35 lines 1-31)
Determination if existing facilities meet Authority's needs for next 10 years
If Facilities Inventory concludes additional facilities are needed - the Authority must
develop plan for the development of additional storage facilities
(45-2453 p.35 lines 33-42, p.36 lines 1-41)



1997 (con’t)

April
Any additional requests or changes in Cost of Services budgets submitted by Authority
to DWR and CAWCD for FY 98

May 1
DWR/CAWCD submit Cost of Services budget proposals for FY 98 to Authority
Revised Cost of Services budget proposals approved by Authority (if necessary)
FY 98 Annual Operating Budget preliminarily reviewed by Authority

June
FY 98 Annual Operation Budget adopted by Authority

July 1
TARGET TO STORE 100,000 AF OF COLORADO RIVER WATER
(45-2451 p.34 lines 31 - 39)
Fiscal Year 1998 begins - General Fund appropriations available

August 1
ANNUAL REPORT (45-2426 p.33 lines 38-44 p.34 lines 1-15)
Submit to Govemnor, President and Speaker
Possible inclusion of request for General Fund appropriation for FY 99
Report amount of water stored / state reasons if not 100,000 acre feet
(45-2451 p.34 lines 31-39)

November 1
STUDY COMMISSION INTERIM REPORT DUE
Interim report developed by Study Commission must be filed with the
legislature

December 1
ANNUAL PLAN OF OPERATION (45-2456 p.37 lines 25-43, p.38 lines 1-39)
Authority shall adopt a plan for calendar year 1998

1998

November 1
STUDY COMMISSION FINAL REPORT DUE
Final report must be filed with the legislature



Permitted and Potential Underground Storage Facilities

Table A

Total

Facility Description Location Approximate Capacity
*= permitted facilities
Avondale Pilot* Phoenix AMA 5,000
G-ranil_c Reef* Phoenix AMA 200,000 .
Mesa Spook Hill* Phoenix AMA 2,300
Scottsdale Water Campus Pilot* Phoenix AMA 5,000
Peoria Skunk Creek Phoenix AMA 30,000
Hassayampa CAP Phoenix AMA 100,000
SRP/CAP Filtration Phoenix AMA 10,000
Citizens Utilities Phoenix AMA 15,000
Auga Fria near CAP aqueduct Phoenix AMA 90,000
| Some_st Facility Phoenix AMA 20,000
Scottsdale Water Campus/ CAP Phoenix AMA 22,800
West Maricopa Combine Phoenix AMA 14,000
McMicken Dam Phoenix AMA 7,500
Queen Creek Wash Phoenix AMA 10,000
Picacho Reservoir Pinal AMA 5,000
Tucson Injection Pilot* Tucson AMA 20,000
Pima Mine Road Tucson AMA 18,000
Avra Valley Tucson AMA 30,000
Canada Del Oro Tucson AMA 30,000
Brawley Wash at Three Points Tucson AMA 40,000
Santa Cruz River In Channel Tucson AMA 45,000
APS Ranch Project La Paz County 100,000
Centennial Wash Harquahala Valley 50,000
869,600




Table B

Permitted and Potential Groundwater Savings Facilities

Facility Description Location Approximate Capacity
* = permitted facilities

Tonopah IDD* Phoenix AMA 15,000
Queen Creek IDD* Phoenix AMA 28,000
Maricopa Water Dist. Phoenix AMA 30,000
New Magma IDD* Phoenix AMA 70,000
Salt River Project Phoenix AMA 100,000
San Tan ID* Phoenix AMA 5,000
Roosevelt WCD* Phoenix AMA 100,000
Chandler Heights Citrus ID* Phoenix AMA 3,000
Maricopa Stanfield IDD* Pinal AMA 120,000
Central Arizona IDD* Pinal AMA 110,000
Hohokam IDD * Pinal AMA 40,000
Cortaro Marana IDD* Tucson AMA 10,000
BKW Farms* Tucson AMA 8,800
Avra Valley IDD Tucson AMA 20,000
Farmers Investment Co. Tucson AMA 20,000
Harquahala Valley IDD Harquahala INA 5,000

684,800

Total




ARIZONA DEPARTMENT OF WATER RESOURCES
Public Information Office
500 N. Third Street, Phoenix, Arizona 85004
Telephone (602) 417-2408
Fax (602) 417-2415

News Release

For more information, contact: Craig Sullivan, Public Information, (602) 417-2408

ADWR DIRECTOR APPOINTS NINE TO ARIZONA WATER BANKING STUDY
COMMISSION

Phoenix, July 9, 1996-- Rita P. Pearson, director of Arizona Department of Water
Resources, announced today the appointment of nine members to the Study Commission
associated with the Arizona Water Banking Authority, the entity responsible for storing
surplus Colorado River water underground in central and southern Arizona.

"The Water Banking Authority gives Arizona an unprecedented opportunity to enhance the
water supplies available in the future. The Study Commission will provide information
valuable to the long-term success of the Water Bank. It will help to fine tune the operation
of the program and provide the opportunity to find ways to include all Colorado River water
users,” Pearson said.

Ms. Pearson’s appointments to the Study Commission reflect the diversity among Colorado
River water users. The new members represent municipal, industrial, agricultural and Indian
tribe interests along the River and throughout central and southern Arizona.

Mary Ann Antone: Ms. Antone is an elected representative from the Sif Oidak District to
the Tohono O’odham Tribal Council Legislative Branch. A native and resident of the village
of ChuiChu, she serves as Chairman of the Water Resources, Appropriations and Budget
Committees. She is active in the negotiations for the implementation of the Southern
Arizona Water Rights Settlement Act and in other land and water issues before the U.S.
Congress.

Karen Barfoot: Ms. Barfoot is a water resources advisor to the City of Chandler. In this
capacity she advises the City Manager, Mayor and Council on water issues. She also
supervises the implementation of Chandler’s Water Conservation Plan, and provides technical
assistance regarding water matters to the City’s legal staff. Ms. Barfoot is a Professional
Engineer.

More...
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Cynthia Chandley: Ms. Chandley is an assistant counsel on water and environmental law to the
Phelps Dodge Corporation. She has extensive experience in water rights litigation and
environmental law and has practiced in both the public and private sector.

Gary Hanson: Mr. Hanson is the water resources director for the Colorado River Indian Tribes.
He is an attorney and has extensive experience in water resources planning. Mr. Hanson lives in
Parker.

Mark Myers: Mr. Myers operates a private consulting practice in Tucson. His work focuses on
multiple purpose projects related to land use, natural resources, water policy and environmental
policy. Mr. Myers has broad expertise in balancing the policy concerns and economic
considerations involved in the integrated management of real property, natural resources and water
rights.

Paul Orme: Mr. Omme is water and agricultural lawyer from Mayer, Arizona. He is active in the
Cattle Growers’ Association and is a member of the Arizona Water Protection Fund Commission.

Donald Pope: Mr. Pope is the manager of the Yuma County Water Users’ Association. He directs
the activities related to administering, operating and maintaining the 53,000 acre Valley Division of
the Yuma Project. Mr. Pope also served twenty-two years with the U.S. Army Corps of Engineers.
He is a registered civil engineer in Arizona.

Lawrence Robertson: Mr. Robertson has experience in water, energy, municipal and public utility
law. He lives in Tucson and is an attorney in private practice.

John Sullivan: Mr. Sullivan is an associate general manager in the Water Group at the Salt River
Project. He manages overall operations for the Salt River Valley Water Users’ Association,
delivering nearly 1 million acre-feet of water to the Phoenix area.

In addition to these nine appointments, the ‘Study Commission will also include the five members
and two ex officio members of the Arizona Water Banking Authority (AWBA). The Study
Commission is charged with several important tasks related to the AWBA, among them:

o Investigate opportunities to strengthen and expand the water storage activities of the
AWBA;
® Seek out mechanisms to help Indian communities with rights to Colorado River water

participate in the program;
° Review and evaluate the first year operation of the AWBA.

The Study Commission will submit an interim report of its recommendations and analyses to the

Legislature by November 1, 1997 and will submit a final report by November 1, 1998. The

Arizona Department of Water Resources will provide staff support to the Study Commission.
#itH
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August 1, 1996

The Honorable Fife Symington
Governor of Arizona

1700 West Washington Street
Phoenix, Arizona 85007

Dear Governor Symington:

The Arizona Water Banking Authority herewith submits its first Annual Report to the
Governor, President of the State Senate and Speaker of the House of Representatives in
compliance with A.R.S. §45-2426.

The 1996 Annual Report is submitted in abbreviated form largely because of the newness of
the Authority staff and members and not having stored any water in FY 1996. Authority staff
was hired in June and members were appointed on July 9th, with the first meeting occurring
on July 18th. However, the Authority is now making great strides and will have a
comprehensive report for submittal on August 1, 1997 detailing our accomplishments.

HB 2494 was introduced during the 42nd Legislature and signed by the Governor establishing
the Arizona Water Banking Authority (Authority). The Authority will enable Arizona to
provide additional security to municipal and industrial water users in Central and Western
Arizona in times of future water shortages, by making use of currently unused CAP water.

Since the Central Arizona Project began delivering water to Central Arizona in 1985, Arizona
has not made full utilization of its 2.8 million acre feet (maf) entitlement of Colorado River
water. As Arizona may not make full utilization of its 2.8 maf until the year 2030, the
Arizona Water Banking Authority will work to store as much excess Colorado River water as
possible. The legislation established a target for the Authority to store 100,000 acre feet of
Colorado River water by July 1, 1997 - a target that the Authority members and staff are
going to do all that is both physically and financially possible to meet or exceed.

Just as the Colorado River is the “lifeline of the Southwest”, the Central Arizona Project
serves as a lifeline to Arizona, bringing needed water to Central Arizona. Making full
utilization of our Colorado River entitlement today, will help secure dependable water supplies
for all future generations of Arizonans.



On behalf of the Authority I am pleased to submit our first Annual Report and wish to assure
you that every effort will be made to make the Authority a success for the future of all
Arizonans. We would like to thank you for your continuing support of the Arizona Water
Banking Authority and its mission.

Sincerely,

Rita P. Pearson, Chairman
Arizona Water Banking Authority
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ARIZONA WATER BANKING AUTHORITY
created by
HB 2494 / Laws 1996 / Chapter 308
A.R.S. 45-2421

ARTICLE 2. ARIZONA WATER BANKING AUTHORITY

45-2421.  Arizona water banking authority

A. The Arizona water banking authority is established. The purposes, powers and
duties of the authority shall be executed by a commission to be known as the Arizona water
banking authority commission.

B. The commission consists of the following members who are residents of this state:

1. The director of water resources who serves as chairperson of the commission.

2. The president of CAWCD or a representative designated by that president.

3. One person who is appointed by the governor pursuant to section 38-211 and who is
knowledgeable in water resource management.

4. One person appointed by the governor pursuant to section 38-211 who represents an
entity that holds a central Arizona project municipal and industrial subcontract.

5. One person appointed by the governor pursuant to section 38-211 who represents an
entity located in a county adjacent to the mainstream of the Colorado river that holds a valid
contract with the secretary of the interior executed before June 1, 1996, for diversion and
beneficial consumptive use of Colorado river water in that county.

C. The commission members appointed by the governor shall serve a six year term of
office. A member may serve more than one term and may continue to serve beyond the
expiration of the term until a successor is appointed and assumes office. The term of office
for the commission members appointed by the governor begins and ends on the third Monday
in January. The commission members appointed pursuant to subsection B, paragraphs 3, 4
and 5 may be removed by the governor for cause.

D. The commission members appointed by the governor serve without compensation
but are eligible for reimbursement for expenses from the banking fund pursuant to title 38,
chapter 4, article 2.

E. In order to qualify for office members of the commission shall take and subscribe to
an official oath to perform the duties of their office. The oath shall be filed with the director.
The official oaths shall be in the form prescribed by law for official oaths of state officers.

F. The president of the senate, or a senator designated by the president, and the
speaker of the house of representatives, or a representative designated by the speaker, shall
each serve as nonvoting ex officio members of the commission.

G. Members of the commission are public officers and are subject to all provisions of
law applicable to these officers.

H. Members of the commission are immune from liability for any action necessary to
carry out the purposes of this chapter.



AUTHORITY MEMBERS

Rita P. Pearson, Chairman
Director of the Department of Water Resources who serves as chairperson of the

Authority

Bill Chase
Person appointed by the Governor pursuant to section 38-211 who represents an entity
that holds a Central Arizona Project municipal and industrial subcontract

Grady Gammage
President of the Central Arizona Water Conservation District (CAWCD)

Tom Griffin
Person appointed by the Governor pursuant to section 38-211 who represents an entity
located in a county adjacent to the mainstream of the Colorado River that holds a valid
contract with the Secretary of the Interior executed before June 1, 1996 for diversion
and beneficial consumptive use of Colorado River water in that county.

Richard S. Walden
Person appointed by the Governor pursuant to section 38-211 who is knowledgeable in
water resource management

Ex Officio Members

The Honorable Stan Barnes
Senator designated by the President, serving as a non-voting ex officio member of the
Authority

The Honorable Mark Killian
The Speaker of the House of Representatives (or his designee),serving as a non-voting
ex officio member of the Authority



ARIZONA WATER BANKING AUTHORITY

BIOGRAPHICAL SKETCHES

THE HONORABLE STAN BARNES - Senator Barmes was appointed as an ex officio member of the
Arizona Water Banking Authority by Senate President John Greene.

Senator Barmes serves as Vice President of Public Affairs for First Interstate Bank and is completing his
second year of a two-year termn as the Arizona State Senator representing District 21 in Mesa. Senator
Barmmes’ committee involvement in the Senate includes: Chairman of the Government Reform
Committee, Vice-Chairman of the Natural Resources, Agriculture and Environment Committee, and a
member of the Transportation, Appropriations, and Joint Legislative Audit Committees. Formerly, he
served two terms in the Arizona House of Representatives from January 1989 - January 1993.

Senator Barnes is a native Arizonan from Queen Creek and graduated from Chandler High School. He
received a Bachelor of Science in Broadcasting from Arizona State University.

WILLIAM I, CHASE, JR. - Mr. Chase, Water Advisor for the City of Phoenix, was appointed to
the Authority by Governor Symington on June 9, 1996, representing an entity that holds a Central
Arizona Project Municipal and Industrial contract.

Mr. Chase graduated from California State Polytechnic University, San Luis Obispo with a B.S. in
Agricultural Engineering, specializing in Soils and Water and went on to receive a Master of Science in
Engineering from the University of California, Los Angeles. He worked for the L.A. District Office of
the U.S. Army Corps of Engineers on flood control, water quality and water control programs. Since
December 1980, Mr. Chase has served as the Water Advisor for the City of Phoenix. In that capacity,
he helps develop policy on a range of water matters including: long-range water supplies and demands;
water conservation; water rights; Indian water rights settlements; Plan Six dams; wastewater reuse and
water related legislation. Mr. Chase serves on the Board of Directors of both the Western Urban
Water Coalition and the Western Coalition of Arid States and has been actively involved in professional
water resource management for over 20 years.

GRADY GAMMAGE, JR.- Mr. Gammage serves as a member of the Authority in his capacity as
President of the Central Arizona Water Conservation District (CAWCD).

Mr. Gammage is an Arizona native who has practiced law in Phoenix since his graduation Magna Cum
Laude from Occidental College and received his J.D. from Stanford Law School in 1976. He along
with two partners founded the law firm of Gammage & Burmham in 1983, specializing in the areas of
land use and real estate development. Mr. Gammage authored and co-authored a number of articles
and books on land use and development issues, including: “The Bureaucrat as Developer: Arizona’s

Urban Lands Act”, Historic Preservation in California, “Phoenix Does it Citywide™”, “Design Review

Comes to Phoenix”, “Design Review, a Perspective from the West”, “Squareacre, Broaddesert:
Visions of Phoenix” in Frank Lloyd Wright: The Phoenix Papers.

Mr. Gammage is currently an adjunct professor at the Arizona State University Colleges of
Architecture and Law, where he teaches classes on preservation planning and on land use regulation.
Along with serving as President of CAWCD, Mr. Gammage is one of two Arizona advisors to the
National Trust for Historic Preservation. He is past chair of the Phoenix Design Review Standards
Committee; a former member of the Phoenix Historic Preservation Commission; and past president of
the Phoenix chapter of Lambda Alpha, a national real estate economics honorary.



TOM GRIFFIN - Mr. Griffin was appointed to the Authority by Governor Symington on July 9, 1996
as a representative of the communities along the Colorado River. In 1985 he founded and has operated
the Water Planning Group, a planning and development consulting firm in Arizona, California and
Nevada.

MTr. Griffin is past Chairman of the Bullhead City Water Advisory Committee and currently serves on
the Board of the Mohave County Water Conservation District. He was instrumental in the creation of
the Mohave County Water Authority and currently serves as chairman. Mr. Griffin is actively
involved in the Colorado River Contract for Bullhead City and water issues along the Colorado River.

THE HONORABLE MARK W, KTLLIAN - Speaker Killian serves as an ex officio member of the

Authority representing the House of Representatives.

‘Speaker Killian was first elected to the House of Representatives in 1982 representing the 30th
Legislative District in the Southeast Valley, including Gilbert, Queen Creek, and Southeast Mesa. Mr.
Killian has held several chairmanships and leadership roles during his tenure in the House, including
serving as Majority Leader from 1991-1992 and serving as Speaker of the House since January 1993.
He has received several honors and awards while serving in the Legislature, including being awarded
the National Republican Legislator of the Year award in 1993.

Mr. Killian is a native-born, third generation Arizonan and a graduate of Arizona State University in
Business Administration, specializing in real estate and urban planning. He owns a commercial sales
and property management company and is a partner in family farming and ranching operations.

RITA P, PEARSON - Ms. Pearson serves as Chairman of the Authority in her capacity as Director of
the Arizona Department of Water Resources.

In March of 1993, Governor Symington appointed Rita Pearson as Director of the Arizona Department
of Water Resources. Prior to this appointment, Ms. Pearson served as the Governor's Deputy Chief of
Staff and Executive Assistant for Environment and Natural Resources. In this position she oversaw ten
state agencies including the Department of Water Resources and the Department of Environmental
Quality. She also acted as the Governor's liaison to a wide variety of boards, panels and national
associations. During her two years on Governor Symington's staff, Ms. Pearson was involved in a
number of high profile environmental issues including the ENSCO buy out and the Navajo Generating
Station negotiations.

Prior to joining the Symington administration, Ms. Pearson had both public and private sector work
experiences. While at the Arizona State Senate, she gained an extensive legislative background. From
1981 through 1985, she was the Research Analyst for the Senate Commerce and Labor Committee.
Her most recent work in the private sector was as an attorney with Snell & Wilmer, where she
practiced natural resources and administrative law for three years.

Ms. Pearson has earned three degrees from Arizona State University: a Bachelor of Science in 1977; a
Masters of Business Administration in 1979 and a law degree in 1988.

RICHARD S. WALDEN - Mr. Walden was appointed to the Authority on July 09 by Governor
Symington as a person knowledgeable in water resource management. He currently serves as President
and Chief Operating Officer of Farmers Investment Company in Sahuarita; as a Director for First
Interstate Bank as well as Vice-Chairman of the National Pecan Shellers Association. Mr. Walden is
serving his second six-year term on the Board of the Arizona Power Authority and served on the
Govemor’s Central Arizona Project Financing Study Group. He was a founding member of the
Southern Arizona Water Resources Association and remains on the Board. Mr. Walden is involved in
a number of organizations including the Arizona Academy, Greater Tucson Economic Council, Green
Valley Community Health Center, Tucson Airport Authority, The UofA Agriculture “100" Council,
UofA Roundation President’s Club, UofA Business School Board of Advisors. Mr. Walden has a



Bachelor of Arts degree in Economics from Pomona College.

STAFF:

HERB DISHLIP - Since August 1985, Herb Dishlip has served as an Assistant Director for the
Divisions of Surface Water and Groundwater Management for the Arizona Department of Water
Resources. As Assistant Director, he is responsible for overseeing the Department’s role as
administrator of the State’s Groundwater and Surface Water Codes. This responsibility included the
preparation and implementation of the water conservation programs required by state water
management plans. Mr. Dishlip also currently oversees Department staff involved in Colorado River
issues, the Gila and Little Colorado River adjudications, dam safety and floodplain management
activities. He previously served as Assistant Deputy Director and as Pinal Active Management Area
Director.

Prior to coming to the Department of Water Resources in 1981, Mr. Dishlip worked for nine years for
the U.S. Bureau of Reclamation in Arizona and Colorado. He is a graduate Civil Engineer from the
University of Iowa and is a registered professional engineer.

TIMOTHY J. HENLEY - In June of 1996, Tim Henley was appointed Manager of the Arizona Water
Banking Authority by Director Rita Pearson. Mr. Henley joined the DWR staff in April 1984 as
Arizona’s representative on interstate water matters, including developing water policy strategies and
water issue problem solving. He served as Department of Water Resources Flood Control Branch
Chief, Section Manager of the Colorado River Management Division and most recently as Section
Manager of the newly created Surface Water Section. As Section Manager, Mr. Henley represented
the Department of Water Resources and Arizona in various interstate and intrastate water-related issues
including environmental, economic, management, conservation, allocation of Colorado River supplies
and all aspects of water resources. He also was responsible for representing Arizona’s interest in the
Colorado River including the Central Arizona Project.

Prior to joining the Department of Water Resources staff, Mr. Henley worked for the Bureau of
Reclamation in the Lower Colorado River Region at both the regional office and Arizona projects
office.

Mr. Henley is a member of the Colorado River Basin Salinity Control Forum and Advisory Council
and Chairperson for the Forum’s Work Group and member of the Lower Colorado River Basin
Technical Committee working group.

He has a Bachelor of Science in Civil Engineering from California State University at Sacramento and
is a registered Civil Engineer in California and Arizona.

JAMES G, JAYNE - In June of 1996, Mr. Jayne was appointed as Technical Administrator of the
Arizona Water Banking Authority by Director Rita Pearson. Prior to his appointment, he served as
Special Projects Coordinator and Assistant to House Speaker Mark Killian. In this capacity, Mr. Jayne
dealt largely with environmental and natural resource issues, including key pieces of legislation such as
the Arizona Water Protection Fund, the Arizona Preserve Initiative and the Arizona Water Banking
Authority.

Over the last six years he has been actively involved in policy development and research on a myriad of
issues, gaining an extensive knowledge of legislative and governmental processes.

Mr. Jayne earned a bachelor of arts degree in International Affairs from Northern Arizona University
and has been accepted into the Master’s of Public Administration program at Arizona State University.



HISTORY

Historically, the Colorado River has played an important role in the development of the West,
bringing life and prosperity to the arid lands its water reaches by river, canal or aqueduct. The
drainage basin of the Colorado covers 244,000 square miles, providing water to over 17
million people and over one million acres of farmland. The Colorado falls over 10,000 feet in
its 1,440 mile course through the seven basin states of Wyoming, Colorado, Utah, New
Mexico, Arizona, Nevada and California, dumping out in the Gulf of California. In addition
to providing a valuable source of water, the hydropower plants on the Colorado generate
approximately 12 billion kilowatt-hours of electricity each year for the desert southwest.

Balancing the tremendous water, power and recreational demands placed on the river, while
providing needed flood control is a growing burden as demand on the system increases. The
first allocation on the river occurred with 1922 Colorado River Compact being signed by all 7
basin states but only ratified by six of the seven - Arizona holding out until 1944. The
Compact apportioned 7.5 maf of Colorado River water to both the Upper Basin (Wyoming,
Colorado, Utah and New Mexico) and the Lower Basin (Arizona, Nevada, California).

The Colorado River Compact and subsequent Supreme Court rulings makes the Colorado one
of the biggest fully apportioned rivers in the United States.

In 1928 the United States Congress enacted the Boulder Canyon Project Act (BCPA),
approving the substance of the Colorado River Compact with more specificity. The BCPA
allocated the 7.5 maf Lower Basin allocation to Arizona, Nevada and California in the
following manner:

Nevada - 300,000 ac plus 4% of any surplus

Arizona - 2.8 maf plus 46% of any surplus

California - 4.4 maf plus 50% of any surplus
The BCPA allocation was reaffirtned by the U.S. Supreme Court by the 1963 Arizona vs.
California decision.

Additionally, the BCPA stated that upon ratification of the Colorado River Compact by
California and five other states and with passage of California’s self-limitation legislation,
requiring California to “irrevocably and unconditionally” limit its annual use to 4.4 maf, the
Boulder Canyon Project Act was effective. Other provisions of the Act authorized the
construction of Hoover Dam and other structures for water storage, flood control and power
generation on the Colorado; required contracts with the Secretary of the Interior for all project
water; recognized “present perfected rights” in the Colorado River and required all
hydropower be governed by contracts with the Secretary.

In 1944 the Colorado River Compact was finally ratified by the Arizona Legislature, largely
due to a change in political climate caused by drought conditions and reduced power
generation. Ratification of the Compact set the stage for the eventual introduction of
legislation for construction of the Central Arizona Project.



After many years of the Arizona Congressional delegation repeatedly battling for a federally
financed project to carry Colorado River water to Central Arizona, the Legislature created the
Interstate Stream Commission to help unify the state’s interests regarding the Colorado River.
Then, in 1951, Arizona was finally told by Congress that it needed to legally clarify its
Colorado River claim before any federally funded project could be constructed. In 1952
Arnizona filed suit against California to finally determine its legal claim to Colorado River,
with the U.S., Nevada, Utah and New Mexico eventually joining as parties. In 1963 the U.S.
Supreme Court issued its opinion in Arizona vs. California, with the decree following in 1964.

After the 1963 Supreme Court ruling in Arizona vs. California, the political leaders of the time
began a four year battle to secure funding for a reclamation project that would take
approximately 1.5 maf of Colorado River Water from Lake Havasu to Central Arizona, ending
at the San Xavier Indian Reservation just south of Tucson.

In 1968, the Colorado River Project Act (S. 1004) was passed by the United State Congress
and signed by President Johnson under the stewardship of U.S. Senators Paul Fannin and Carl
Hayden. Passage of the Colorado River Project Act marked the official beginning of what we
now know as the Central Arizona Project (CAP). Construction on the CAP began in 1969
with the first Colorado River water being pumped from Lake Havasu to the Phoenix metro
area in 1985, with eventual completion of the project to Tucson.

The CAP came after many years of lengthy debate and compromise with Arizona being forced
to compromise greatly in garnering support from the other Lower Basin states and Nevada. In
order to secure authorization of the Central Arizona Project by Congress, Arizona was
required to accept an agreement that recognized Central Arizona Project water to be the lowest
priority water in the Lower Basin and the first to be shorted in a time of shortage on the
Colorado River. Arizona has built the potential shortage issue into water planning for the
State.

The newly created Arizona Water Banking Authority is one such entity, created to help secure
municipal and industrial water supplies during times of shortage. In short, the Authority is
charged with taking Colorado River water that is currently going unused in Arizona and
recharging it in Arizona for future years when shortages do occur on the river, forcing
Arizona to pump additional groundwater to meet demand.



OVERVIEW

Last Fall the Legislature created the Joint Legislative Committee on Colorado River Issues to
examine ways to increase diversions and use of Arizona’s Colorado River allocation. One of
the key recommendations of the Committee was an endorsement of a program that would
provide the necessary resources and the organization to take unused Central Arizona Project
water and store it for future use. The Committee recommendation was then sponsored by
House Speaker Mark Killian in the form of HB 2494 and was eventually passed by the
Legislature and signed by Governor Symington on April 30, creating the Arizona Water
Banking Authority (Authority).

The five member Arizona Water Banking Authority was officially appointed on July 9, 1996
by Governor Fife Symington. As defined by the legislation, Rita Pearson serves as Chairman
of the Authority in her capacity as Director of the Department of Water Resources and Grady
Gammage is a member as President of the Central Arizona Water Conservation District
(CAWCD). The Governor appointed three members, each of whom represent particular
interests defined in HB 2494 - Bill Chase was selected as a representative of CAP municipal
and industrial water users; Tom Griffin was appointed representing Colorado River water
users along the River and Richard S. Walden was chosen as a person knowledgeable in water
resource management issues. Additionally, the President of the Senate has appointed Senator
Stan Barnes to represent the Senate and Speaker Killian represents the House as non-voting ex
officio members of the Authority.

The Authority was envisioned to take unused Colorado River water and store that water in
Arizona for future use in helping to protect Arizona communities in times of shortages on the
Colorado River. The Arizona Water Banking Authority potentially helps provide this
protection by:
- helping to assure adequate supply to municipal and industrial users in times of
shortages on the river or disruptions of the CAP system,;
- assisting in the settlement of Indian water rights claims by providing another pool of
water to be used in settlements;
- helping to meet the groundwater management plan objectives of the Groundwater
Code by replenishing depleted groundwater aquifers with CAP water;
- benefiting communities along the Colorado River by the possible exchange of credits
for stored water and direct diversion along the river;

The Authority may also provide a mechanism by which California and Nevada could
potentially store some of Arizona’s unused Colorado River in Arizona for diversion in time of
future need. The Authority may contract with Nevada and/or California to allow these states
to store water in Arizona and allow the recovery of similar amounts of water through
forbearance of deliveries in the future. The method of storage would have the added benefit of
helping to replenish Arizona aquifers, while providing a future diversion out of the river by
the contracting state in time of need.



The Authority will work to store as much unused Colorado River water as physically and
financially possible over the next 20 years. HB 2494 establishes a goal of storing 100,000
acre feet by July 01, 1997 and the Authority members and staff expect to meet or possibly
exceed this target. The overriding goal for the Authority is to help lessen reliance on
groundwater, while providing Colorado River water at an affordable price as a substitute.

The Authority has begun their work with the first meeting on July 18th and will meet monthly
at the Department of Water Resources or in communities around the state such as Tucson,
Lake Havasu, Casa Grande and Yuma to deliberate on how to best administer the program and
discuss the best locations around the state for water storage.

As envisioned, the Authority will facilitate the storing of water in Arizona for the future of all
Arizonans.



POTENTIAL STORAGE

In looking into the future and the potentials for CAP water storage, the Authority will examine
historical consumptive use, projected use and what underground storage and groundwater
savings facilities are permitted or potential facilities.

Figure 1 depicts the date developed by the Bureau of Reclamation which accounts for
consumptive uses in Arizona resulting from mainstem Colorado River diversions for the years
1985-1994. The figures indicate that Arizona’s use against its 2.8 million acre foot entitlement
has been as high as 2.2 million acre feet as late as 1990.

Figure 2 demonstrates the gradual growth in demand for Colorado River water in Arizona until
the full entitlement is realized, about the year 2030. The Department of Water Resources
regularly prepares projections of future diversions and use of Colorado River water for planning
purposes. Projected diversions are based on the best currently available information and
judgement, but is clearly still estimation.

The Arizona Water Banking Authority is charged with storing as much of this unused
entitlement as possible each year through the use of underground storage facilities (direct
recharge) or groundwater savings facilities (indirect recharge). In the early years of the program,
the Authority is limited on the availability of direct recharge sites and will thus largely focus on
indirect recharge.

Arizona’s statutory system for underground storage and recovery facilitates the increased
diversions and deliveries of Colorado River water. Water which is in excess of direct delivery
requirements may be purchased and stored underground for later withdrawal. Credits may be
earned for such storage and those credits are generally marketable to other water users.

Table A represents a partial list of permitted and potential underground storage facilities and
their potential annual storage capacities. The availability of adequate recharge facilities is
particularly important to the ability of the Authority to store excess water over the near term.
One such site is the Granite Reef Underground Storage Project (GRUSP), constructed by the Salt
River Project and Phoenix AMA municipalities. Other project facilities of a similar nature and
capacity have been proposed in the Phoenix, Pinal and Tucson AMA’s, in addition to locations
west of Phoenix along the CAP route.

Table B lists existing and potential groundwater savings facilities which could be used to bank
additional excess Colorado River water. In addition to the traditional underground storage
facilities described above, state law authorizes equivalent recharge through indirect or in lieu
means by recognizing groundwater savings facilities. A groundwater savings facility is basically
an authorized exchange of surplus surface water for an equivalent amount of groundwater which
would have been pumped and used had the surface water not been available. The person or
entity who provided the exchange or in lieu water source is recognized through DWR’s
administrative accounting procedures as having earned or banked a water credit which is no
different than the credits earned through direct underground storage.



Over the next 34 years, the estimated amount of Arizona Colorado River water that is available
but will currently do unused is 14 million acre feet. For the twenty year period of the Arizona
Water Banking Authority program, the amount of unused water will be approximately 11 million
acre feet under current projections, without the Authority. Based on this preliminary analysis, it
appeared reasonable for the creation of an entity to increase Colorado River utilization by up to
400,000 acre feet per year - the Water Banking Authority is the entity.
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Projection of Water Available to Bank
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Table A

Permitted and Potential Underground Storage Facilities

Facility Description Location Approximate Capacity
*= permitted facilities
Avondale Pilot* Phoenix AMA 5,000
Granit;eef’ Phoenix AMA 200,000
Mesa Spook Hill* Phoenix AMA 2,300
Sc_ottsdale Water Campus Pilot* Phoenix AMA 5,000
Peoria Skunk Creek Phoenix AMA 30,000
Hassayampa CAP Phoenix AMA 100,000
SRP/CAP Filtration Phoenix AMA 10,000
Citizens Utilities Phoenix AMA 15,000
Auga Fria near CAP aqueduct Phoenix AMA 90,000
Southwest Facility Phoenix AMA 20,000
Scottsdale Water Campus/ CAP Phoenix AMA 22,800
West Maricopa Combine Phoenix AMA 14,000
McMicken Dam Phoenix AMA 7,500
Queen Creek Wash Phoenix AMA 10,000
Picacho Reservoir Pinal AMA 5,000
Tucson Injection Pilot* Tucson AMA 20,000
Pima Mine Road Tucson AMA 18,000
Avra Valley Tucson AMA 30,000
Canada Del Oro Tucson AMA 30,000
Brawley Wash at Three Points Tucson AMA 40,000
Santa Cruz River In Channel Tucson AMA 45,000
APS Ranch Project La Paz County 100,000
Centennial Wash Harquahala Valley 50,000
Total 869,600




Table B

Permitted and Potential Groundwater Savings Facilities

Facility Description Location Approximate Capacity
* = permitted facilities
Tonopah IDD* Phoenix AMA 15,000
Queen Creek IDD* Phoenix AMA 28,000
Maricopa Water Dist. Phoenix AMA 30,000
New Magma IDD* Phoenix AMA 70,000
Salt River Project Phoenix AMA 100,000
San Tan ID* Phoenix AMA 5,000
Roaosevelt WCD* - Phoenix AMA 100,000
Chandler Heights Citrus ID* Phoenix AMA 3,000
Maricopa Stanfield IDD* Pinal AMA 120,000
Central Arizona IDD* Pinal AMA 110,000
Hohokam IDD * Pinal AMA 40,000
Cortaro Marana IDD* Tucson AMA 10,000
BKW Farms* Tucson AMA 8,800
Avra Valley IDD Tucson AMA 20,000
Farmers Investment Co. Tucson AMA 20,000
Harquahala Valley IDD Harquahala INA 5,000
Total 684,800




SPEAKER OF THE HOUSE

MARK W. KILLIAN
1700 W. WASHINGTON
PHOENLX, ARIZONA 85007-2848

HOME ADDRESS:
4741 EAST SOUTHERN AVENUE
MESA, ARIZONA 85206

MESA OFFICE: (602) 832-3679
CAPITOL: (602) 542-5729
TOLL FREE: 1 {800) 352-8404

DISTRICT 30

Rita Pearson
Cl’xairperson

Arizona House of Representdives
Fhoenix, Arizoma 85007

July 11, 1996

COMMITTEES:

LEGISLATIVE COUNCIL

JOINT LEGISLATIVE TAX
COMMITTEE

JOINT LEGISLATIVE AUDIT
COMMIMTEE

Arizona Water Banking Autl'lority
500 North Third Street
Phoenix, AZ 85004

Dear Ms. Pearson:

Having a long family history in the water arena and the Central Arizona Project (CAP), it
was a pleasure to have participated in the Governor’s Central Arizona Project Advisory Committee
as well as the Joint Interim Committee on Colorado River Water Issues created by President Greene

and myself.

There were many solid suggestions developed by the Governor’s Advisory Committee and the
Interim Committee, but I believe the best and most lasting proposal was that of establishing a
recharge and }Janking program utilizing excess CAP water.

With the issuance of the Final Report of the Interim Committee, I agreed to sponsor a bill
that would create a mechanism to enable Arizona to store ]arge quantities of water in Central and
Western Arizona. The Arizona Water Banking Authority will help protect Arizona against future
shortages on the CAP system, help in meeting the goals of the Groundwater Code, and potentially
help California and Nevada without harming Arizona.

This is my formal notification that I will serve as the non-voting ex officio member of the
Commission representing the House of Representatives through January 13, 1997.

I look forward to working with you and the other Members of the Commission to protect the

future of Arizona.
Very truly yours,

—27 Lo
MARK W. KILLIAN

Speaker of the House



Arizona State Senate

JOHN GREENE Fhoenix, Arizona
PRESIDENT ’

June 26, 1996

The Honorable Stan Barnes
Arizona State Senate

Dear Senator Barnes:

| am pleased to inform you that pursuantto A.R.S. 45-2421, | am appointing you to serve as a non-voting
ex-officio member of the Arizona Water Banking Authority Commission and the Arizona Water Banking Authority
Study Commission. The Commission and Study Commission are in effect and your membership on the

Commission begins July 1, 1996.

The Commission is charged with administering the Arizona Water Banking Fund, coordinating staffing
needs with the Director of the Department of Water Resources and CAWCD, coordinating storage of water and
distribution and extinguishment of long-term storage credits with the Director, and coordinating and conferring with

‘ate agencies, municipal corporations, special districts, authorities, other political subdivisions, private entities,
indian communities and the United States on matters within their jurisdiction relating to policy. The Commission
shall determine annually the quantity and placement of Colorado River Water to be stored, and shall account for,
hold and distribute or extinguish long-term storage credits, adopt an official seal for authentication purposes, keep
permanent, systematically indexed and filed records and comply with all aspects of Chapter 3.1 of AR.S. Title 45.
The Commission shall submit its report on or before August 1, annually.

The members of the Commission are:
Senator Stan Barnes, ex officio - Representative to be appointed, ex officio
Ms. Rita Pearson, Director, Department of Water Resources, Chair
Mr. Grady Gammage, Jr., President, Central Arizona Water Conservation Disirict Board
Three members to be appointed by the Governor

Pursuant to Laws 1996, Chapter 308, Section 27, members of the Commission also are required to serve
on the Arizona Water Banking Authority Study Commission, a description of which is enclosed.

Thank you for your willingness to serve on these Commissions.

Slncerely,
h
John Greene, President .’H :
i,‘;’.
cc: Ms. Rita Pearson, Commission Chair . guf :
Mark Killian, Speaker of the House of Representatives ; I e
~ Peter Goudinoff, Senate Minority Leader e o ST '“--'-.-- ~.;

% Susan Anable, Senate Research Natural Resources, Agriculture and Enwronmenhﬁcrralys{——l —

7’
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SYMINGTON ANNOUNCES APPOINTMENTS TO
THE ARIZONA WATER BANKING AUTHORITY

PHOENIX (July 9, 1996) — Governor Fife Symington today announced the
appointments of Tom Griffin, Bill Chase and Richard S. Walden to the Arizona
Water Banking Authority, the entity responsible for crafting plans to store Colorado
River water underground in central and southern Arizona.

"The water-stored by the Authority will be a vital component of our future
water supply. It will be the backup water source to serve Arizona communities
during drought on the Colorado River. The expertise that these individuals bring to
the Authority will contribute 51gn1f1cantly to the success of the program,”

Symington stated.

Tom Griffin was active in the creation of the Mohave County Water
Authority and is very knowledgeable regarding Colorado River water issues. He
works for The Water Planning Group, a planning and development consulting firm
in Mohave County. Mr. Griffin fills a position designated by state law to be a
representative of water users in counties along the Colorado River.

Bill Chase has more than 20 years of professional water resource management
experience in Arizona. For the past 15 years, he has served as Water Advisor to the
City of Phoenix. He has extensive knowledge of Colorado River issues and is
recognized throughout the state for his leadership in water management. He fills a
position designated by state law to be a representative of municipal and industrial
entities that subcontract for water delivered by the Central Arizona Project. .

Richard S. Walden has significant experience in water resources policy and
planning. He was a founding member of the Southern Arizona Water Resources
Association and is currently a member of its Board of Directors. He is President and
Chief Operating Officer of Farmers Investment Company in Sahuarita, Arizona.
Mr. Walden fills a position required by state law to be an individual with extensive
water resource management knowledge.

Governor Symington signed legislation creating the authority on April 30.
The legislation received widespread support in the legislature and is considered
among the most significant bills of the 1996 legislative session.
(MORE) -



Symington Announces Appointments To The Arizona Water Banking Authority
ADD ONE

Over the next twenty years, the Authority will work to store as much of
Arizona's unused Colorado River supply as possible. Each year the Authority will
purchase a portion of the state's unused supply, bring it to central and southemn
Arizona via the Central Arizona Project and store it underground in aquifers.
Storing the water will create a water savings account that can be tapped into during
the times of drought on the Colorado River. The goal during the first year of the
Authority is to store 100,000 acre feet of Colorado River water.

Governor Symington's three appointments will serve six-year terms and will
join Arizona Department of Water Resources Director Rita Pearson and Central
Arizona Water Conservation District President Grady Gammage as the Authority's
voting members. Legislators appointed to serve on the Authority are Speaker of the
Arizona House of Representatives Mark Killian and Senator Stan Barnes. These
legislators will serve as the Authority’s non-voting ex officio members.

Tim Henley and Jimmie Jayne have been selected to provide staff support to
the Authority. For information related to the Authority, please contact Mr. Henley
or Mr. Jayne at the Arizona Department of Water Resources, (602) 417-2442.

ikl
TITTT



ARIZONA DEPARTMENT OF WATER RESOURCES
Public Information Office
500 N. Third Street, Phoenix, Arizona 85004
Telephone (602) 417-2408
Fax (602) 417-2415

=2 News Release

For more information, contact: Craig Sullivan, Public Information, (602) 417-2408

ADWR DIRECTOR APPOINTS NINE TO ARIZONA WATER BANKING STUDY
COMMISSION

Phoenix, July 9, 1996-- Rita P. Pearson, director of Arizona Department of Water
Resources, announced today the appointment of nine members to the Study Commission
associated with the Arizona Water Banking Authority, the entity responsible for storing
surplus Colorado River water underground in central and southern Arizona.

"The Water Banking Authority gives Arizona an unprecedented opportunity to enhance the
water supplies available in the future. The Study Commission will provide information
valuable to the long-term success of the Water Bank. It will help to fine tune the operation
of the program and provide the opportunity to find ways to include all Colorado River water
users," Pearson said.

Ms. Pearson’s appointments to the Study Commission reflect the diversity among Colorado
River water users. The new members represent municipal, industrial, agricultural and Indian
tribe interests along the River and throughout central and southermn Arizona.

Mary Ann Antone: Ms. Antone is an elected representative from the Sif Oidak District to
the Tohono O’odham Tribal Council Legislative Branch. A native and resident of the village
of ChuiChu, she serves as Chairman of the Water Resources, Appropriations and Budget
Committees. She is active in the negotiations for the implementation of the Southern
Arizona Water Rights Settlement Act and in other land and water issues before the U.S.
Congress.

Karen Barfoot: Ms. Barfoot is a water resources advisor to the City of Chandler. In this
capacity she advises the City Manager, Mayor and Council on water issues. She also
supervises the implementation of Chandler’s Water Conservation Plan, and provides technical
assistance regarding water matters to the City’s legal staff. Ms. Barfoot is a Professional

Engineer.

More...




Water Banking Study Commission
Page Two
July, 9 1996

Cynthia Chandley: Ms. Chandley is an assistant counsel on water and environmental law to the
Phelps Dodge Corporation. She has extensive experience in water rights litigation and
environmental law and has practiced in both the public and private sector.

Gary Hanson: Mr. Hanson is the water resources director for the Colorado River Indian Tribes.
He is an attorney and has extensive experience in water resources planning. Mr. Hanson lives in

Parker.

Mark Myers: Mr. Myers operates a private consulting practice in Tucson. His work focuses on
multiple purpose projects related to land use, natural resources, water policy and environmental
policy. Mr. Myers has broad expertise in balancing the policy concerns and economic
considerations involved in the integrated management of real property, natural resources and water
rights.

Paul Orme: Mr. Omme is water and agricultural lawyer from Mayer, Arizona. He is active in the
Cattle Growers’ Association and is a member of the Arizona Water Protection Fund Commission.

Donald Pope: Mr. Pope is the manager of the Yuma County Water Users’ Association. He directs
the activities related to administering, operating and maintaining the 53,000 acre Valley Division of
the Yuma Project. Mr. Pope also served twenty-two years with the U.S. Army Corps of Engineers.
He is a registered civil engineer in Arizona.

Lawrence Robertson: Mr. Robertson has experience in water, energy, municipal and public utility
law. He lives in Tucson and is an attorney in private practice.

John Sullivan: Mr. Sullivan is an associate general manager in the Water Group at the Salt River
Project. He manages overall operations for the Salt River Valley Water Users’ Association,
delivering nearly 1 million acre-feet of water to the Phoenix area.

In addition to these nine appointments, the ‘Study Commission will also include the five members
and two ex officio members of the Arizona Water Banking Authority (AWBA). The Study
Commission is charged with several important tasks related to the AWBA, among them:

. Investigate opportunities to strengthen and expand the water storage activities of the
AWBA;
o Seek out mechanisms to help Indian communities with rights to Colorado River water

participate in the program;
o Review and evaluate the first year operation of the AWBA.

The Study Commission will submit an interim report of its recommendations and analyses to the

Legislature by November 1, 1997 and will submit a final report by November 1, 1998. The

Arizona Department of Water Resources will provide staff support to the Study Commission.
#EH



THE ARIZONA WATER BANKING AUTHORITY
EXECUTIVE SUMMARY
July 1996

For over 70 years, Arizona leaders have worked to ensure that Arizona's communities have
dependable long-term water supplies. From securing the state's fair share of Colorado River water
and gaining Congressional authorization of the Central Arizona Project (CAP) to crafting the 1980
Groundwater Management Code, their foresight and planning has provided the water supply that
serves our growing communities and maintains our quality of life. During the 1996 legislative
session, Governor Symington and the State Legislature continued the tradition by creating the
Arizona Water Banking Authority.

Currently, Arizona does not use its full 2.8 million acre foot (maf) share of Colorado River water.
The Arizona Department of Water Resources projects that the state will not fully use the resource
until 2030. Between now and then, the accumulated amount of water left in the River could be as
high as 14 million acre feet.

Leaving a portion of Arizona's water in the River, most of which is consumed by southern
California, is a lost opportunity. The Arizona Water Banking Authority (AWBA) seizes this
opportunity and gives Arizona the capability to further secure the dependable water supplies
necessary to serve the state's long-term prosperity.

The Arizona Water Banking Authority was created with the intention of storing unused Arizona
Colorado River water to meet future needs for: 1) assuring adequate supply to municipal and
industrial users in times of shortages or disruptions of the CAP system; 2) meeting the management
plan objectives of the states’ groundwater code; 3) assisting in the settlement of Indian water rights
claims; and 4) exchanging water to assist Colorado River communities.

Arizona Water Banking Authgority

Key benefits of the AWBA include:

Drought Protection. The AWBA will help protect communities dependent on the CAP by providing
a stored reserve of water that can be tapped during times of drought on the Colorado River.

Enhanced Water Management. The AWBA provides the ability to replenish depleted groundwater
aquifers with CAP water, thereby helping the State to meet its groundwater management goals and
objectives.

Indian Water Rights Settlements. Indian tribes in Arizona have significant claims to water rights.
Often the affected parties negotiate settlements to resolve these claims. The AWBA could provide
another pool of water to be used in settlements. For instance, credits for stored groundwater could
be transferred to a tribe as a component of a settlement.

Statewide benefit. Arizona communities along the Colorado River could benefit as well. For
example, cities in Mohave County could acquire credits through the AWBA for water stored in
central Arizona and cash-in those credits by diverting water directly from the Colorado River.



Interstate Water Transfers. The AWBA could contract with similar authorities in California and
Nevada to allow these states to annually acquire a portion of Arizona's temporary surplus of
Colorado River water. The contracting state would pay to store water in Arizona, helping to replenish
Arizona's aquifers, and in the future would be able to draw a similar quantity directly from the
River. The program does not involve the sale of any future rights to water, only a specific quantity
of unused water.

Arizona Water Banking Authority (Authority)

A five person Authority will direct the activities of the AWBA. The Director of the Department of
Water Resources will chair the Authority and members will include the President of the Central
Arizona Water Conservation District and three persons appointed by the Governor (of these
appointments one person will represent CAP municipal and industrial water users, and one person
will represent Colorado River water users along the River, and one person must be knowledgeable
in water resource management issues). Additionally, the Senate and House of Representatives will
each appoint one non-voting ex officio member to the Authority.

DWR is responsible for providing administrative, technical and legal support to the Authority to the
extent requested by the Authority, in cooperation with CAWCD.

Funding

Funds are deposited in the Water Bank Fund. Much of the money comes from existing revenue

sources and from fees that will be charged to those benefiting directly from the stored water. Sources

of money include:

® Fees for groundwater pumping currently collected within the Phoenix, Pinal and Tucson
Active Management Areas. In the Phoenix AMA, Tucson AMA and most areas of the Pinal
AMA pumping fees for water banking purposes would be set at $2.50 per acre foot beginning
in 1997. For groundwater pumping in areas of the Pinal AMA not served by the CAP, the
$2.50 fee would phase-in over seven years. Money from this source will be used to benefit
the area in which it was collected.

® The CAWCD is authorized to levy a four cent ad valorem property tax in the CAP service
area to pay for water storage beginning in 1997. To help finance the AWBA's efforts, the
tax will be initiated in 1996, extended through 2016 and revenues would be deposited in the
Fund. The CAWCD retains the option to use this money for capital repayment of the CAP
if necessary. CAWCD has determined they do not require these funds for their purposes in
1997. Thus, approximately 8 million will be deposited into the Water Banking Fund for the
purchase of water for storage.

® A general fund appropriation based on the level of water storage the legislature and governor
believe to be appropriate. This year, the legislature appropriated $2 million to the effort.

® Fees collected from the sale of stored water credits used for drought protection. Fees are
charged only if the credits were originally paid for with general fund money.

o Money collected by the sale of stored water credits to out-of-state interests.



AWBA v_Comimission

In addition to the Authority, the legislature created a Study Commmission to investigate opportunities
for additional water banking uses, identify mechanisms to help Indian communities with rights to
Colorado River water participate in the program, and review the first year operation of the AWBA.
The Commission will consist of the AWBA members and two ex officio members as well as nine
persons appointed by the director of Department of Water Resources. DWR is responsible for

staffing of the Study Commission.

Conclusion ;
The AWBA legislation is the type of flexible statewide policy that can guide Arizona water planning
into the next century. By storing substantial amounts of water in central Arizona, the AWBA will
help safeguard against future shortages on the CAP system, assist in meeting the goals of the
Groundwater Code, and aid neighboring states without harming Arizona. The AWBA will create
Arizona's "water savings account," helping to ensure that the water supplies future generations inherit

from us are just as secure as those we inherited.

For more information
Please contact Tim Henley, Manager or Jimmy Jayne, Technical Administrator / Arizona Water
Banking Authority at 500 North Third Street, Phoenix, Arizona 85004 or call (602) 417-2442 or fax

(602) 417-2424.

revised 07/15/9%6
biexecutiv.sumsjgj



0O NOYOY A WN

Senate Engrossed House Bill

State of Arizona Fi LE D

House of Representatives
Forty-second Legislature
Second Regular Session
1996

Jane Dee Hull
Secretary of State

CHAPTER 308

HOUSE BILL 2494

AN ACT

AMENDING SECTIONS 45-105, 45-107, 45-421, 45-566, 45-567, 45-611, 45-612,
45-613, 45-614 AND 45-615, ARIZONA REVISED STATUTES; AMENDING SECTION
45-802.01, ARIZONA REVISED STATUTES, AS AMENDED BY LAWS 1994, CHAPTER 291,
SECTION 32; AMENDING SECTION 45-802.01, ARIZONA REVISED STATUTES, AS AMENDED
BY LAWS 1994, CHAPTER 291, SECTION 33; AMENDING SECTIONS 45-852.01, 45-896.01
AND 45-1972, ARIZONA REVISED STATUTES; AMENDING TITLE 45, ARIZONA REVISED
STATUTES, BY ADDING CHAPTER 14: AMENDING SECTIONS 48-3710, 48-3713,
48-3713.01, 48-3713.02, 48-3715, 48-3715.02 AND 48-3715.03, ARIZONA REVISED
STATUTES; AMENDING LAWS 1994, CHAPTER 278, SECTION 14; MAKING AN
APPROPRIATION; RELATING TO WATERS.

Be it enacted by the "Legislature of the State of Arizona:
Section 1. Section 45-105, Arizona Revised Statutes, is amended to
read: 3

45-105. Powers and duties of director

A. The director may:

1. Formulate plans and develop programs for the practical and
economical development, management, conservation and use of surface water,
groundwater and the watersheds in this state, including the management of
water quantity and quality.

2. Investigate works, plans or proposals pertaining to surface water
and groundwater, including management of watersheds, and acquire, preserve,
publish and disseminate related information which the director deems
advisable. :

3. Collect and investigate information upon and prepare and devise
means and plans for the development, conservation and utilization of all
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waterways, watersheds, surface water, groundwater and groundwater basins in
this state and of all related matters and subjects, including irrigation,
drainage, water quality maintenance, regulation of flow, diversion of running
streams adapted for development in cooperating with the United States or by
this state independently, flood control, wutilization of water power,
prevention of soil waste and storage, conservation and development of water
for every useful purpose.

4. Measure, survey and investigate the water resources of this state
and their potential development and cooperate and contract with agencies of
the United States for such purposes.

5. Acquire, hold and dispose of property, idincluding 1land,
rights-of-way, water and water rights, as necessary or convenient for the
performance of the groundwater and water quality management functions of the
department. -

6. Acquire, other than by condemnation, construct, improve, maintain
and operate early warning systems for flood control purposes and works for
the recovery, storage, treatment and delivery of water.

7. Accept grants, gifts or donations of money or other property from
any source, which may be used for any purpose consistent with this title.
A11 property acquired by the director is public property and is subject to
the same tax exemptions, rights and privileges granted to municipalities,
public agencies and other public entities.

8. Enter into an interagency contract or agreement with any public
agency pursuant to title 11, chapter 7, article 3 and contract, act jointly
or cooperate with any person to carry out the provisions and purposes of this
title. .
9. Prosecute and defend all rights, claims and privileges of this
state respecting interstate streams.

10. Initiate and participate in conferences, conventions or hearings,
including meetings of the Arizona water resources advisory board,
congressional hearings, court hearings or hearings of other competent
judicial or quasi-judicial departments, agencies or organizations, and
negotiate and cooperate with agencies of the United States or of any state
or government and represent this state concerning matters within the
department’s jurisdiction.

11. Apply for and hold permits and licenses from the United States or
any agency of the United States for reservoirs, dam sites and rights-of-way.

12. Receive and review all reports, proposed contracts and agreements
from and with the United States or any agencies, other states or governments
or their representatives and recommend to the governor and the legislature
action to be taken on such reports, proposed contracts and agreements. The
director shall take action on sugh reports, if authorized by law, and review
and coordinate the preparation of formal comments of this state on both the
preliminary and final reports relating to water resource development of the

-2 -
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United States army corps of engineers, the secretary of the interior and the
secretary of agriculture, as provided for in the flood control act of 1944
(58 Stat. 887; 33 United States Code section 701.1).

13. Contract with any person for imported water or for the acquisition
of water rights or rights to withdraw, divert or use surface water or
groundwater as necessary for the performance of the groundwater management
functions of the director prescribed by chapter 2 of this title. If water
becomes available under any contract executed under this paragraph, the
director may contract with any person for its delivery or exchange for any
other water available.

14. Recommend to the administrative heads of agencies, boards and
commissions of this state, and political subdivisions of this state, rules
to promote and protect the rights and interests of this state and its
inhabitants in any matter relating to the surface water and groundwater in
this state.

15. Provide information to the director of the division of emergency
management of the department of emergency and military affairs according to
section 26-322.

16. Conduct feasibility studies and remedial investigations relating
to groundwater quality and enter into contracts and cooperative agreements
under section 104 of the comprehensive environmental response, compensation,
and 1liability act of 1980 (P.L. 96-510) to conduct such studies and
investigations.

17. Dispose informally by stipulation, agreed settlement, consent order
or alternative means of dispute resolution, including arbitration, if the
parties and director agree, or by default of any case in which a hearing
before the director is required or allowed by law.

18. Cooperate and coordinate with the appropriate governmental entities
in Mexico regarding water planning in areas near the border between Mexico
and Arizona and for the exchange of relevant hydrological information.

B. The director shall:

1. Exercise-and perform all powers and duties vested in or imposed
upon the department and adopt and issue rules necessary to carry out the
purposes of this title.

2. Administer all laws relating to groundwater, as provided in this
title.

3. Be responsible for the supervision and control of reservoirs and.
dams of this state and, when deemed necessary, conduct investigations to
determine if the existing or anticipated condition of any dam or reservoir
in this state is or may become a menace to 1ife and property.

4. Coordinate and confer with and may contract with:

(a) The Arizona power authority, game and fish commission, state land
department, Arizona outdoor recreation coordinating commission, department
of commerce, radiation regulatory agency, active management area water

- 3 -
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authorities or districts and political subdivisions of this state with
respect to matters within their jurisdiction relating to surface water and
groundwater and the development of state water plans.

(b) The department of environmental quality with respect to title 49,
chapter 2 for its assistance in the development of state water plans.

5. Cooperate with the Arizona power authority in the performance of
the duties and functions of the authority.

6. Maintain a permanent public depository for existing and future
records of stream flow, groundwater levels and water quality and other data
relating to surface water and groundwater.

7. Maintain a public docket of all matters before the department which
may be subject to appeal pursuant to this title.

8. Investigate and take appropriate action wupon any complaints
alleging withdrawals, diversions, impoundments or uses of surface water or
groundwater that may violate this title or the rules adopted pursuant to this
title.

9. Report to and consult with the Arizona water resources advisory
board at regular intervals.

10. Adopt an official seal for the authentication of records, orders,
rules and other official documents and actions.

11. Provide staff support to the Arizona water protection fund
commission established pursuant to chapter 12 of this title.

12. EXERCISE AND PERFORM ALL POWERS AND DUTIES INVESTED IN THE
CHAIRPERSON OF THE ARIZONA WATER BANKING AUTHORITY COMMISSION AS PRESCRIBED
BY CHAPTER 14 OF THIS TITLE.

13. PROVIDE STAFF SUPPORT TO THE ARIZONA WATER BANKING AUTHORITY
ESTABLISHED PURSUANT TO CHAPTER 14 OF THIS TITLE.

Sec. 2. Section 45-107, Arizona Revised Statutes, is amended to read:

45-107. Cooperation with the secretary of the interior of the

United States

A. The director is authorized, for and on behalf of the state of
Arizona, to consult, advise and cooperate with the secretary of the interior
of the United States, as follows:

1. In the exercise of any authority conferred upon the secretary of
the interior under the provisions of sections 4, 5 and 14 of the act commonly
known as the Boulder Canyon project act (43 United States Code sections 617
through 617t), as contemplated and provided in section 16 of the Boulder
Canyon project act.

2. In respect to the authority of the secretary of the interior to
contract for the delivery of water of the main stream of the Colorado river
for use within the state of Arizona.

3. In_ respect to all powers and duties of the secretary of the
interior under the provisions of that certain contract between the United
States of America, acting by Harold L. Ickes, secretary of the interior, and

- 4 -



O~NOYOY W N -

PP PRPWUWLWWWWWWWWRPRPPNPPPNPNPRPODRNRORN B e
PULUMNMNHFHFOWVWONOTOMPWNFOWOYNOOTOPEWNHOWLODONOO PAWRNEFHO WO

H.B. 2494

the state of Arizona, acting by the Colorado river commission, entered into
on the 9th day of February, 1944, pursuant to chapter 46 of the 1939 session
laws of Arizona, and approved by chapter 4 of the 1944 session laws of
Arizona.

4. In respect to the exercise by the secretary of the interior of any
authority relative to the water of the Colorado river conferred upon the
secretary of the interior by the provisions of any legislation enacted by the
Congress of the United States of America.

5. IN RESPECT TO THE DEVELOPMENT, NEGOTIATION AND EXECUTION OF
INTERSTATE BANKING AGREEMENTS IN ACCORDANCE WITH CHAPTER 14 OF THIS TITLE.

B. The powers and duties of the director authorized by this section
shall be limited and restricted to only that quantity of water which may be
available for use in the state of Arizona, after the satisfaction of all
existing contracts between the secretary of the interior and users in the
state of Arizona for the delivery of water of the main stream of the Colorado
river, and shall not extend to any such contracts, any amendments or
supplements thereto, or to any federal statute enacted before the-effeetive
arte—of—thts—seetden JUNE 21, 1962 pertaining to any federal reclamation
project within the state of Arizona constructed and using water of the main
stream of the Colorado river before the-effeetive—gate—of-this—section JUNE
21, 1962. Nothing shall be done under the authority of this section which
will impair existing rights in the state of Arizona for the diversion and use
of Colorado river water.

C. The privilege and right of individuals, irrigation districts,
corporations, state departments. agencies, boards, commissions or political
subdivisions of the state of Arizona to negotiate and directly contract with
the secretary of the interior for the delivery of water of the main stream
of the Colorado river for use within the state of Arizona and to negotiate
and subcontract with the secretary of the interior and a multi-county water
conservation district for the delivery of Colorado river water through the
central Arizona project for use within the state of Arizona, and all rights
under such contracts or subcontracts shall not be affected by the provisions
of this section, except as provided in subsection D.

D. Individuals, irrigation districts, corporations, state departments,
agencies, boards, commissions and political subdivisions of the state shall
cooperate, confer with and obtain the advice of the director as to those
negotiations, contracts and subcontracts described in subsection C that
affect the allocation and use of main stream Colorado river water or the
allocation and use of Colorado river water delivered through the central
Arizona project. For a proposed contract or subcontract or a proposed
amendment of a contract or subcontract that will result in a transfer of an
allocation or entitlement of Colorado river water, including central Arizona
project water, from a non-Indian Arizona contractor or subcontractor for a
term of more than one year, the obligation to cooperate, confer with and

- 5 -
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obtain the advice of the director shall include the obligation to submit to
the director for review the proposed contract or subcontract or the proposed
amendment, and all related exhibits and agreements, prior to its execution
by the contractor or subcontractor.

Sec. 3. Section 45-421, Arizona Revised Statutes, is amended to read:

45-421. Administrative duties of the arpundwatzsr users advisory

councils

The groundwater users advisory council shall:

1. Advise the area director for the active management area, make
recommendations on groundwater management programs and policies for the
active management area and comment to the area director and to the director
on draft management plans for the active management area before they are
promulgated by the director.

2. Keep the minutes of its meetings and all records, reports and other
information relative to its work and programs in permanent form indexed and
systematically filed.

3. Elect from its members a chairman and vice-chairman for terms of
two years expiring on the third Monday of January of each even numbered year.

4. Designate the person or persons who shall execute all documents and
instruments on behalf of the council.

5. Manifest and record its actions by motion, resolution or other
appropriate means.

6. Make a complete record of its proceedings which shall be open to
public inspection during regular business hours in the branch office of the
department in the active management area.

7. PROVIDE COMMENT TO THE ARIZONA WATER BANKING AUTHORITY WITH REGARD
TO DRAFT PLANS FOR ADDITIONAL STORAGE FACILITIES AND DRAFT PLANS OF OPERATION
IN ACCORDANCE WITH SECTIONS 45-2453 AND 45-2456.

Sec. 4. Section 45-566, Arizona Revised Statutes, is amended to read:

45-566. Management plan for third manaacement period: auidelines

A. For the third management period, 2000 to 2010, the director shall
promulgate a management plan for each initial active management area not
later than Jdanuary 1, 1998. The director:

1. Except as provided in section 45-411.01, subsection A and section
45-563.02, subsection B, shall establish in each plan a new irrigation water
duty for each farm unit to be reached by the end of the third management
period and may establish one or more intermediate water duties to be reached
at specified intervals during the third management period. Except as
provided in subsection D of this section, the irrigation water duty or
intermediate water duties for the third management period shall be calculated
as the quantity of water reasonably required to dirrigate the crops
historically grown in the farm unit and shall assume the maximum conservation
consistent with prudent long-term farm management practices within areas of
similar farming conditions, considering the time required to amortize
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conservation investments and financing costs. After computing the irrigation
water duty or intermediate water duties for the third management period, the
director may adjust the highest twenty-five per cent of the water duties
within an area of similar farming conditions by reducing each water duty in
an amount up to ten per cent, except that in making the adjustment, no water
duty may be reduced to an amount less than the highest water duty within the
lowest seventy-five per cent of the water duties computed within the area of
similar farming conditions for the third management period.

2. Shall establish in each plan, except the plan for the Santa Cruz
active management area, additional conservation requirements for all
non-irrigation uses of groundwater to be achieved by the end of the third
management period and may establish intermediate conservation requirements
to be achieved at specified intervals during the third management period.
In the plan for the Santa Cruz active management area, the director shall
establish additional conservation requirements for all non-irrigation uses
of water, other than stored water, withdrawn from a well to be achieved by
the end of the third management period and may establish intermediate
conservation requirements to be achieved at specified intervals during the
third management period. For municipal uses, except as provided in section
45-565.01 and paragraphs 3 and 4 of this subsection, the program in each plan
shall require additional reasonable reductions in per capita use to those
required in the second management period and use of such other conservation
measures as may be appropriate for individual users. For industrial uses
including industrial uses within the exterior boundaries of the service area
of a city, town, private water company or irrigation district, the program
in each plan shall require the use of or establish conservation requirements
based on the use of the latest commercially available conservation technology
consistent with reasonable economic return.

3. Shall establish 1in each plan conservation or rate of use
requirements for deliveries of untreated water by large untreated water
providers based on the use of the latest commercially available conservation
technology consistent with reasonable economic return.

4. Shall establish in each plan reasonable conservation requirements
for small municipal providers.

5. Except as provided in section 45-411.01, subsection B, shall
establish in each plan, except the plan for the Santa Cruz active management
area, additional economically reasonable conservation requirements for the
distribution of groundwater by cities, towns, private water companies and
irrigation districts within their service areas. In the plan for the Santa
Cruz active management area, the director shall establish additional
economically reasonable conservation requirements for the distribution of
water, other than stored water, withdrawn from wells, for cities, towns,
private water companies and irrigation districts within their service areas.
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6. Shall include in each plan a program for additional augmentation
of the water supply of the active management area, if feasible, including
incentives for artificial groundwater recharge.

7. Shall, in cooperation with the department of environmental quality.
include in each plan an assessment of groundwater quality in the active
management area and any proposed program for groundwater quality protection.
Any such program shall be submitted to the legislature for any necessary
enabling legislation or coordination with existing programs of the department
of environmental quality.

8. Shall include in each plan a program for conservation assistance
to water users within the active management area.

9. May include in each plan a program for the purchase and retirement
of grandfathered rights by the department to begin no earlier than
January 1, 2006.

10. Shall establish in the plan for an active management area in which
a groundwater replenishment district is located the historic annual net
natural recharge for the groundwater replenishment district, computed by
determining the net natural recharge, as defined by section 48-4401, for the
groundwater basin beneath the district during calendar years 1967 through
1996 and dividing the result by thirty.

11. Shall include in the plan for the Santa Cruz active management area
criteria for the location of new wells and replacement wells in new locations
consistent with the management goal of the active management area.

12. Shall include in the plan for the Santa Cruz active management area
an evaluation of the potential impact of the plan on the Tucson active
management area.

13. SHALL INCLUDE IN THE PLANS FOR THE TUCSON, PHOENIX AND PINAL ACTIVE
MANAGEMENT AREAS RECOMMENDATIONS TO THE ARIZONA WATER BANKING AUTHORITY
REGARDING ALL OF THE FOLLOWING:

(a) WHETHER ADDITIONAL WATER STORAGE IN THE ACTIVE MANAGEMENT AREA
WOULD HELP TO ACHIEVE THE MANAGEMENT GOAL FOR THE ACTIVE MANAGEMENT AREA.

(b) WHERE ADDITIONAL WATER STORAGE IN THE ACTIVE MANAGEMENT AREA WOULD
BE MOST USEFUL TO ACHIEVE THE MANAGEMENT GOAL FOR THE ACTIVE MANAGEMENT AREA.

(c) WHETHER EXTINGUISHMENT OF LONG-TERM STORAGE CREDITS ACCRUED OR TO
BE ACCRUED BY THE ARIZONA WATER BANKING AUTHORITY WOULD HELP TO ACHIEVE THE
MANAGEMENT GOAL FOR THE ACTIVE MANAGEMENT AREA.

B. Within thirty days after the management plan for the third
management period is adopted, the director shall give written notice in the
manner and to the persons prescribed in section 45-565, subsection B. Two
years before the compliance date specified in the management plan for any
irrigation water duty, intermediate water duty, conservation requirement or
intermediate conservation requirement, the director shall give additional
written notice by first class mail to the last known addresses of the persons
prescribed in section 45-565, subsection B.

-8 -
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C. Except for a person who has obtained a variance under section
45-574 or who is exempt from irrigation water duties under section 45-563.02,
subsection A, all persons notified pursuant to subsection B of this section
shall comply with the applicable irrigation water duty or conservation
requirements for the third management period not later than January 1, 2010
and shall remain in compliance until the compliance date for any applicable
irrigation water duty or conservation requirements established in the
management plan for the fourth management period. If intermediate water
duties or intermediate conservation requirements have been established, a
person to whom those water duties or conservation requirements apply shall
comply with the intermediate water duties or conservation requirements not
later than the compliance date specified in the management plan unless the
person obtains a variance pursuant to section 45-574 or is exempt from
intermediate water duties under section 45-563.02, subsection A. A person
who obtains a variance under section 45-574 shall comply with the applicable
irrigation water duty or conservation requirements by the date specified in
the variance and shall remain in compliance until the subsequent compliance
date for any applicable irrigation water duty or conservation requirements
established in the management plan for the third management period or, if
that management plan does not establish any applicable subsequent compliance
date, until the applicable compliance date established in the management plan
for the fourth management period.

D. A person who is entitled to use groundwater pursuant to an
irrigation grandfathered right may apply to the director at any time during
the management period for an exemption from the irrigation water duties
established pursuant to subsection A, paragraph 1 of this section. The
director shall grant the exemption if the person demonstrates to the
director's satisfaction that granting the exemption is consistent with
achieving the management goal of the active management area and that one of
the following applies:

1. Withdrawal of groundwater pursuant to the irrigation grandfathered
right during the management period will intercept the groundwater that would
otherwise flow out of and be lost to the active management area within the
next fifteen years without entering another active management area.

2. MWithdrawal of groundwater pursuant to the irrigation grandfathered
right during the management period will prevent encroachment of a rising
depth to groundwater level that will cause waterlogging problems within the
next fifteen years.
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Sec. 5. Section 45-567, Arizona Revised Statutes, is amended to read:

45-567. Management plan for fourth management period;

aguidelines

A. For the fourth management period, 2010 to 2020, the director shall
promulgate a management plan for each initial active management area not
later than January 1, 2008.. The director:

1. Except as provided in section 45-563.02, subsection B, shall
include in each plan a new irrigation water duty or intermediate water duties
which duties shall be subject to an exemption under subsection E of this
section. In setting the irrigation water duty or intermediate water duties
for the fourth management period, the director may adjust the highest
twenty-five per cent of the final irrigation water duties established within
an area of similar farming conditions pursuant to section 45-566 by reducing
each water duty in an amount up to ten per cent, except that, in making the
adjustment, no water duty may be reduced to an amount Tess than the highest
water duty within the Towest seventy-five per cent of the water duties within
the area of similar farming conditions for the fourth management period.

2. May include in each plan, if feasible, additional conservation
requirements for non-irrigation uses and intermediate conservation
requirements which shall apply subject to the provisions of section
45-567.01.

3. May include in each plan, if feasible, conservation or rate of use
requirements for deliveries of untreated water by large untreated water
providers based on the use of the latest commercially available conservation
technology consistent with reasonable economic return.

4. May include in each plan, except the plan for the Santa Cruz active
management area, if feasible, additional economically reasonable conservation
requirements for the distribution of groundwater by cities, towns, private
water companies and irrigation districts within their service areas. In the
plan for the Santa Cruz active management area, the director may include, if
feasible, additional economically reasonable conservation requirements for
the distribution of water, other than stored water, withdrawn from wells, for
cities, towns, private water companies and irrigation districts within their
service areas.

S. May include in each plan, if feasible, a program for additional
augmentation of the water supply of the active management area 1nc1ud1ng
incentives for artificial groundwater recharge.

6. May include in each plan, if feasible, in cooperation with the
department of environmental quality, an assessment of groundwater quality in
the active management area and any proposed program for groundwater quality
protection. Any such program shall be submitted to the legislature for any
necessary enabling legislation or coordination with existing programs of the
department of environmental quality.
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7. May include in each plan, if feasible, a program for conservation
assistance to water users within the active management area.

8. May include in each plan, if feasible, a program for purchase and
retirement of grandfathered rights by the department.

9. Shatll include in the plan for the Santa Cruz active management area
criteria for the location of new wells and replacement wells in new locations
consistent with the management goal of the active management area.

10. Shall include in the plan for the Santa Cruz active management area
an evaluation of the potential impact of the plan on the Tucson active
management area.

11. SHALL INCLUDE IN THE PLANS FOR THE TUCSON, PHOENIX AND PINAL ACTIVE
MANAGEMENT AREAS RECOMMENDATIONS TO THE ARIZONA WATER BANKING AUTHORITY
REGARDING ALL OF THE FOLLOWING:

(a) WHETHER ADDITIONAL WATER STORAGE IN THE ACTIVE MANAGEMENT AREA
WOULD HELP TO ACHIEVE THE MANAGEMENT GOAL FOR THE ACTIVE MANAGEMENT AREA.

(b) WHERE ADDITIONAL WATER STORAGE IN THE ACTIVE MANAGEMENT AREA WOULD
BE MOST USEFUL TO ACHIEVE THE MANAGEMENT GOAL FOR THE ACTIVE MANAGEMENT AREA.

(c) WHETHER EXTINGUISHMENT OF LONG-TERM STORAGE CREDITS ACCRUED OR TO
BE ACCRUED BY THE ARIZONA WATER BANKING AUTHORITY WOULD HELP TO ACHIEVE THE
MANAGEMENT GOAL FOR THE ACTIVE MANAGEMENT AREA.

B. In the plans adopted under subsection A of this section, the
director shall establish the historic annual net natural recharge for any
groundwater replenishment district in the active management area, computed
by determining the net natural recharge, as defined by section 48-4401, for
the groundwater basin beneath the district during calendar years 1977 through
2006 and dividing the resuit by thirty.

C. Within thirty days after the management plan for the fourth
management period is adopted, the director shall give written notice in the
manner and to the persons prescribed in section 45-565, subsection B. Two
years before the compliance date specified in the management plan for any
irrigation water duty, intermediate water duty, conservation requirement or
intermediate conservation requirement, the director shall give additional
written notice by first class mail to the last known addresses of the persons
prescribed in section 45-565, subsection B.

D. Except for a person who obtains a variance under section 45-574 or
who 1is exempt from irrigation water duties under section 45-563.02,
subsection A, all persons notified pursuant to subsection C of this section
shall comply with the applicable irrigation water duty or conservation
requirements for the fourth management period not later than January 1, 2020
and shall remain in compliance until the compliance date for any applicable
irrigation water duty or conservation requirements established in the
management plan for the fifth management period. If intermediate water
duties or intermediate conservation requirements have been established, a
person to whom those water duties or conservation requirements apply shall
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comply with the intermediate water duties or intermediate conservation
requirements not later than the compliance date specified in the management
plan, unless the person obtains a variance pursuant to section 45-574 or is
exempt from intermediate water duties under section 45-563.02, subsection A.
A person who obtains a variance under section 45-574 shall comply with the
applicable irrigation water duty or conservation requirements by the date
specified in the variance and shall remain in compliance until the subsequent
compliance date for any applicable irrigation water duty or conservation
requirements established in the management plan for the fourth management
period or, if that management plan does not establish any applicable
subsequent compliance date, until the applicable compliance date established
in the management plan for the fifth management period.

E. A person who is entitled to use groundwater pursuant to an
irrigation grandfathered right may apply to the director at any time during
the fourth management period for an exemption from the irrigation water
duties established under subsection A, paragraph 1 of this section. -The
director shall grant the exemption if the person demonstrates to the
director's satisfaction that granting the exemption is consistent with
achieving the management goal of the active management area and that one of
the following applies:

1. MWithdrawal of groundwater pursuant to the irrigation grandfathered
right during the management period will intercept groundwater that would
otherwise flow out of and be lost to the active management area within the
next fifteen years without entering another active management area.

2. MWithdrawal of groundwater pursuant to the irrigation grandfathered
right during the management period will prevent encroachment of a Trising
depth to groundwater level that will cause waterlogging problems within the
next fifteen years. .

Sec. 6. Section 45-611, Arizona Revised Statutes, is amended to read:

45-611. Groundwater withdrawal fee: amounts and purposes of

fee; exception

A. Except as provided in section 45-411.01, subsection C and
subsection B of this section and except for the TUCSON, PHOENIX, PINAL AND
Santa Cruz active management area AREAS, the director shall levy and collect
an annual groundwater withdrawal fee from each person withdrawing groundwater
in an active management area or the person who owns the right to withdraw the
groundwater, in an amount not to exceed five dollars per acre-foot of
groundwater withdrawn and beneficially used. In the Santa Cruz active
management area, the director shall levy and collect an annual withdrawal fee
from persons who withdraw water, other than stored water, from a well in an
amount not to exceed five dollars per acre-foot of water, other than stored
water, that is withdrawn and beneficially used. For purposes of this
article, the annual withdrawal fee levied and collected in the Santa Cruz
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active management area shall be considered a groundwater withdrawal fee. The
actual amount of the fee shall be set by the director as follows:

1. For administration and enforcement of this chapter, an amount not
less than fifty cents and not greater than one dollar per acre-foot per year.
The initial fee for administration and enforcement shall be levied as soon
as practicable after the active management area is established.

2. For augmentation of the water supply of the active management area
and conservation assistance to water users within the active management area,
an amount not greater than two dollars per acre-foot per year. If a
permanent board of directors of an active management area water district
assumes office under section 48-4831, the fee for augmentation under this
paragraph shall not be levied in that active management area.

3. For purchasing and retiring grandfathered rights, an amount not
greater than two dollars per acre-foot per year. The dinitial fee for
purchasing and retiring grandfathered rights shall be levied in the first
year in which the director develops and implements a program for the purchase
and retirement of grandfathered rights as part of the management plan for the
active management area, but not earlier than January 1, 2006. The director
may not levy a fee under this paragraph on a district member of a groundwater
replenishment district that withdraws groundwater in the district for a
non-irrigation use in the district.

B. A person, other than an idirrigation district, who withdraws
groundwater in an active management area from a non-exempt well for use
pursuant to an irrigation grandfathered right that is appurtenant to ten or
fewer irrigation acres and the person who owns the right to withdraw the
groundwater are exempt from the groundwater withdrawal fee requirements of
subseetion SUBSECTIONS A AND C of this section for those withdrawals unless
the irrigation acres are part of an integrated farming operation.

C. EXCEPT AS PROVIDED IN SECTION 45-411.01, SUBSECTION C AND
SUBSECTION B OF THIS SECTION, THE DIRECTOR SHALL LEVY AND COLLECT AN ANNUAL
GROUNDWATER WITHDRAWAL FEE FROM EACH PERSON WHO WITHDRAWS GROUNDWATER IN THE
TUCSON, PHOENIX AND PINAL ACTIVE MANAGEMENT AREAS OR THE PERSON WHO OWNS THE
RIGHT TO WITHDRAW THE GROUNDWATER, IN AN AMOUNT OF NOT MORE THAN FIVE DOLLARS
PER ACRE-FOOT OF GROUNDWATER WITHDRAWN AND BENEFICIALLY USED. THE DIRECTOR
SHALL SET THE ACTUAL AMOUNT OF THE FEE AS FOLLOWS:

1. BEGINNING IN 2017, FOR ADMINISTRATION AND ENFORCEMENT OF THIS
CHAPTER, AN AMOUNT OF AT LEAST FIFTY CENTS BUT NOT MORE THAN ONE DOLLAR PER
ACRE-FOOT PER YEAR.

2. THROUGH 2016, FOR AUGMENTATION OF THE WATER SUPPLY OF THE ACTIVE
MANAGEMENT AREA AND CONSERVATION ASSISTANCE TO WATER USERS WITHIN THE ACTIVE
MANAGEMENT AREA, AN AMOUNT OF NOT MORE THAN FIFTY CENTS PER ACRE-FOOT PER
YEAR, AND AFTER 2016, AN AMOUNT OF NOT MORE THAN TWO DOLLARS PER ACRE-FOOT
PER YEAR.
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3. THROUGH 2016, FOR ARIZONA WATER BANKING PURPOSES, THE AMOUNT OF TWO
DOLLARS FIFTY CENTS PER ACRE-FOOT PER YEAR EXCEPT THAT FOR GROUNDWATER
WITHDRAWN PURSUANT TO IRRIGATION GRANDFATHERED RIGHTS WITHIN THE PINAL ACTIVE
MANAGEMENT AREA TO THE EXTENT THOSE RIGHTS ARE USED TO IRRIGATE LANDS OUTSIDE
OF THE SERVICE AREA OF AN IRRIGATION DISTRICT, THE AMOUNT OF SEVENTY-FIVE
CENTS PER ACRE FOOT OF GROUNDWATER WITHDRAWN IN 1997, AND A CUMULATING
ADDITIONAL TWENTY-FIVE CENTS PER ACRE FOOT EACH YEAR THEREAFTER, TO A MAXIMUM
OF TWO DOLLARS FIFTY CENTS PER ACRE FOOT PER YEAR.

4. FOR PURCHASING AND RETIRING GRANDFATHERED RIGHTS, AN AMOUNT OF NOT
MORE THAN TWO DOLLARS PER ACRE-FOOT PER YEAR. THE INITIAL FEE FOR PURCHASING
AND RETIRING GRANDFATHERED RIGHTS SHALL BE LEVIED IN THE FIRST YEAR IN WHICH
THE DIRECTOR DEVELOPS AND IMPLEMENTS A PROGRAM FOR THE PURCHASE AND
RETIREMENT OF GRANDFATHERED RIGHTS AS PART OF THE MANAGEMENT PLAN FOR THE
ACTIVE MANAGEMENT AREA, BUT NOT EARLIER THAN JANUARY 1, 2006. THE DIRECTOR
MAY NOT LEVY A FEE PURSUANT TO THIS PARAGRAPH ON A DISTRICT MEMBER OF A
GROUNDWATER REPLENISHMENT DISTRICT THAT WITHDRAWS GROUNDWATER IN THE DISTRICT
FOR NON-IRRIGATION USE IN THE DISTRICT.

Sec. 7. Section 45-612, Arizona Revised Statutes, is amended to read:

45-612. Administration and __enforcement withdrawal fee:

exemption from lapsina; disposition of excess monies

A. Each year the legislature shall appropriate sufficient monies to
the department to cover all costs of administration and enforcement of this
chapter.

B. Not later than October 1 of each year, the director shall estimate
the total amount of groundwater to be withdrawn in all active management
areas except the TUCSON, PHOENIX, PINAL AND Santa Cruz active management are2
AREAS during the following calendar year and the total amount of water, other
than stored water, to be. withdrawn in the Santa Cruz active management area
during the following calendar year, and set the administration and
enforcement fee pursuant to section 45-611, subsection A, paragraph 1 to
produce an amount equal to one-half of the amount budgeted by the director
for administration and enforcement purposes for the following fiscal year.
In setting the administration and enforcement fee, the director shall account
for excess payments or deficiencies in payments in the past fiscal year.
Except as provided in section 45-113, monies collected from administration
and enforcement fees shall be deposited in the state general fund.

C. FOR THE TUCSON, PHOENIX AND PINAL ACTIVE MANAGEMENT AREAS, NOT
LATER THAN OCTOBER 1, 2016 AND BY OCTOBER 1 OF EACH YEAR THEREAFTER, THE
DIRECTOR SHALL ESTIMATE THE TOTAL AMOUNT OF GROUNDWATER TO BE WITHDRAWN IN
EACH ACTIVE MANAGEMENT AREA AND SHALL SET THE ADMINISTRATION AND ENFORCEMENT
FEE PURSUANT TO SECTION 45-611, SUBSECTION C, PARAGRAPH 1 TO PRODUCE AN
AMOUNT EQUAL TO ONE-HALF OF THE AMOUNT BUDGETED BY THE DIRECTOR FOR
ADMINISTRATION AND ENFORCEMENT PURPOSES FOR THE FOLLOWING FISCAL YEAR. IN
SETTING THE ADMINISTRATION AND ENFORCEMENT FEE, THE DIRECTOR SHALL ACCOUNT
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FOR EXCESS PAYMENTS OR DEFICIENCIES IN PAYMENTS IN THE PAST FISCAL YEAR.
EXCEPT AS PROVIDED IN SECTION 45-113, MONIES COLLECTED FROM ADMINISTRATION
AND ENFORCEMENT FEES SHALL BE DEPOSITED IN THE STATE GENERAL FUND.

&~ D. Monies budgeted for administration and enforcement purposes
pursuant to this section are exempt from lapsing under section 35-190. If
the administration and enforcement fee is set at fifty cents and excess
payments have been received, such excess payments shall be credited to the
augmentation and conservation assistance fund established under section
45-615 and credited among the active management areas in proportion to the
amount of such monies collected from each active management area.

Sec. 8. Section 45-613, Arizona Revised Statutes, is amended to read:

45-613. Use of withdrawal fees collected for auamentation and

conservation and purchase and retirement of
grandfathered riahts

Monies collected for purposes of augmentation and conservation
assistance, ARIZONA WATER BANKING and purchase and retirement of
grandfathered rights under section 45-611, subsection A, paragraphs 2 and 3
AND SUBSECTION C, PARAGRAPHS 2, 3 AND 4 shall be used to finance programs
only for the benefit of the active management area in which they are
collected.

Sec. 9. Section 45-614, Arizona Revised Statutes, is amended to read:

45-614. Settinag groundwater withdrawal fee; statement entered

in record: statement transmitted to state treasurer;
notice: payment: penalty

A. The director, not later than October 1 each year, shall set the
groundwater withdrawal fee for each active management area for the following
calendar year. In setting the fee, the director shall COMPLY WITH THE
REQUIREMENTS OF SECTION 45-611, SUBSECTION C AND SHALL comsider, among other
things:

1. The estimated financial requirements for the next fiscal year.

2. The estimated amount of groundwater which will be withdrawn in the
active management areas, except the Santa Cruz active management area, in the
next calendar year.

3. The estimated amount of water, other than stored water, that will
be withdrawn from wells in the Santa Cruz active management area in the next
calendar year.

4. The amount of monies collected from groundwater withdrawal fees in
the preceding calendar year.

5. Any monies expected to be available for use from the groundwater
enforcement fund.

B. The director shall enter in the records of the department a
statement of the estimated financial requirements for the next fiscal year
and a statement of the groundwater withdrawal fees for each active management
area for the next calendar year, itemized to show the amounts to be levied
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for administration and enforcement, augmentation and conservation assistance,
ARIZONA WATER BANKING and purchase and retirement of grandfathered rights.
The director shall transmit to the state treasurer a copy of the itemized
statement of the groundwater withdrawal fees.

C. Within thirty days after the director sets the groundwater
withdrawal fees for the next calendar year, the director shall give notice
of the. fees by:

1. Giving written notice to the clerk of the board of supervisors of
the county or counties in which the active management area is located and to
the mayor of each city or town, to each private water company and to the
presiding officer of each political subdivision established pursuant to title
48, chapter 17, 18, 19 or 20 and located in the active management area.

2. MWritten notice to all holders of groundwater withdrawal permits in
the active management area.

D. A person who, under section 45-604, subsection B, is not required
to use and does not use a water measuring device to measure withdrawals made
pursuant to a type 2 non-irrigation grandfathered right or a groundwater
withdrawal permit shall pay an amount equal to the groundwater withdrawal fee
set by the director for the calendar year multiplied by the number of
acre-feet of the grandfathered right or the groundwater withdrawal permit.

E. The groundwater withdrawal fee shall be paid to the department at
the time the person withdrawing the water files a report on annual
withdrawals pursuant to section 45-632. If a person who is required under
section 45-611 to pay a groundwater withdrawal fee for calendar year 1985 or
any subsequent calendar year fails to pay the fee for the calendar year in
question on or before March 31 of the following year, the director may assess
and collect a penalty of ten per cent of the unpaid fee, without compounding,
for each month or portion of a month that the fee is delinquent. The total
penalty assessed under this subsection shall not exceed sixty per cent of the
unpaid fee. The director shall transmit all penalties collected under this
section to the state treasurer for deposit in the state general fund.

Sec. 10. Section 45-615, Arizona Revised Statutes, is amended to read:

45-615. Remittance of collections to state treasurer: divisions

of collections into funds

Except as provided in section 45-113, the director shall remit all
monies collected by the department pursuant to section 45-611, subsection A,
paragraphs 2 and 3 AND SUBSECTION C. PARAGRAPHS 2, 3 AND 4 and any other
monies received for that purpose to the state treasurer. Based on the
statement of the director transmitted pursuant to section 45-614, subsection
B, the monies collected shall be allocated as follows:

1. Except as provided in paragraph 2 of this section, monies received
for the purpose of augmentation of the water supply of the active management
area and conservation assistance to water users within the active management
area shall be kept in an augmentation and conservation assistance fund. The
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state treasurer shall maintain within the fund separate accounts for each
active management area. All interest earned from the investments shall be
credited to the fund.

2. If an active management area water district has been established
in an active management area, all monies received pursuant to section 45-611,
subsection A, paragraph 2 for the purpose of augmentation of the water supply
of that active management area shall be transmitted to the
secretary-treasurer of the district for deposit in the general fund of the
district.

3. Monies received for the purpose of purchase and retirement of
grandfathered rights shall be kept in a purchase and retirement fund. The
state treasurer shall maintain within the fund separate accounts for each
active management area. All interest earned from the investments shall be
credited to the fund.

4. MONIES RECEIVED FOR THE PURPOSE OF ARIZONA WATER BANKING SHALL BE
DEPOSITED IN THE ARIZONA WATER BANKING FUND.

Sec. 11. Section 45-802.01, Arizona Revised Statutes, as amended by
Laws 1994, chapter 291, section 32, is amended to read:

45-802.01. Definitions

Unless the context otherwise requires, the terms defined in section
45-402 have the same meanings in this chapter and:

1. "Aquifer" means a geologic formation that contains sufficient
saturated material to be capable of storing water and transmitting water in
usable quantities to a well.

2. "Area of impact™ means, as projected on the land surface, the area
where the stored water has migrated or is located.

3. "CERCLA" means the comprehensive environmental response,
compensation, and liability act of 1980, as amended (P.L. 96-510; 94 stat.
2767; 42 United States Code sections 9601 through 9657), commonly known as
"superfund”.

4. "Constructed underground storage facility™ means a facility that
meets the requirements of section 45-811.01 and that 1is designed and
constructed to store water underground pursuant to permits issued under this
chapter.

5. "District" means a groundwater replenishment district established
under title 48, chapter 27.

6. "District member" means a member of the groundwater replenishment
district as provided by title 48, chapter 27.

7. "Electrical district"™ means a corporate body established pursuant
to title 48, chapter 12.

8. "Groundwater savings facility" means a facility that meets the
requirements of section 45-812.01 in an active management area or an
irrigation non-expansion area at which groundwater withdrawals are eliminated
or reduced by recipients who use in Tlieu water on a gallon-for-gallon
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substitute basis for groundwater that otherwise would have been pumped from
within that active management area or irrigation non-expansion area.

9. "In lieu water"” means water that is delivered by a storer to a
groundwater savings facility pursuant to permits issued under this chapter
and that is used in an active management area or an irrigation non-expansion
area by the recipient on a gallon-for-gallon substitute basis for groundwater
that otherwise would have been pumped from within that active management area
or irrigation non-expansion area.

10. "Long-term storage account” means an account established pursuant
to section 45-852.01.
11. "long-term storage credit” means stored water that meets the

requirements of section 45-852.01 and that has been credited to a long-term
storage account.

12. "Managed underground storage facility™ means a facility that meets
the requirements of section 45-811.01 and that is designed and managed to
utilize the natural channel of a stream to store water underground pursuant
to permits issued under this chapter through-artificial and controlled
releases of water other than surface water naturally present in the stream.
Surface water flowing in its natural channel is not a managed underground
storage facility.

13. "Master replenishment account™ means an account established
pursuant to section 45-858.01 for a groundwater replenishment district.

14. "Recipient"” means a person who receives in lieu water for use at
a groundwater savings facility.
15. "Recoverable amount” means the amount of water, as determined by

the director, that will reach the aquifer through water storage.

16. "Replenishment" means the storage of water or use of long-term
storage credits by a groundwater replenishment district to fulfill its duties
under title 48, chapter 27, article 3, by a multi-county water conservation
district to fulfill its duties under title 48, chapter 22, article 4 or by
an active management area water district to fulfill its duties under title
48, chapter 28, article 7.

17. “Storage facility"” means a groundwater savings facility or an
underground storage facility.

18. "Stored water™ means water that has been stored or saved
underground pursuant to a storage permit issued under this chapter.

19. “Storer" means the holder of a water storage permit issued pursuant
to section 45-831.01 or a person to whom a water storage permit has been
conveyed pursuant to section 45-831.01, subsection F.

20. "Underground storage facility"” means a constructed underground
storage facility or a managed underground storage facility.

21. "Water that cannot reasonably be used directly" means water that
the storer cannot reasonably put to a direct use during the calendar year,
including:
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(a) The amount of central Arizona project water that exceeds a
straight 1ine between the following:

(i) The lesser of thirty per cent of the amount of central Arizona
project water for which the storer has signed a central Arizona project water
service subcontract or a reasonable percentage as determined by the director
between seventy-five and one hundred per cent of the storer's total
groundwater demand beginning the first year that central Arizona project
water is available to the storer pursuant to an interim water contract for
delivery of central Arizona project water on a noninterruptible basis.

(ii) One hundred per cent of the amount of central Arizona project
water for which the storer has signed a central Arizona project water service
subcontract ending in the thirtieth year after central Arizona project water
is available to the storer pursuant to an interim water contract for delivery
of central Arizona project water on a noninterruptible basis.

(b) Surface water made available by dams constructed or modified after
August 13, 1986.

(c) Until the year 2025:

(i) Effluent.

(ii) If the storage facility is in an active management area, water
from outside the active management area that would not have reached the
active management area without the efforts of the storer.

(iii) If the storage facility is outside of an active management area,
water from outside the groundwater basin in which the storage facility is
Tocated that would not have reached the groundwater basin without the efforts
of the storer.

(d) The amount of central Arizona project water for which all persons
who signed central Arizona project water service subcontracts refused to
accept delivery and that the storer demonstrates exceeds the storer's
treatment plant capacity and water demands.

(e) WATER DELIVERED THROUGH THE CENTRAL ARIZONA PROJECT THAT IS
ACQUIRED BY THE ARIZONA WATER BANKING AUTHORITY.

22. "Water storage” means adding water to an aquifer or saving water
in an aquifer pursuant to permits issued under this chapter.

23. "Water storage permit” means a permit issued pursuant to section
45-831.01 to store water at a storage facility.

Sec. 12. Section 45-802.01, Arizona Revised Statutes, as amended by
Laws 1994, chapter 291, section 33, is amended to read:

45-802.01. Definitions

Unless the context otherwise requires, the terms defined in section
45-402 have the same meanings in this chapter and:

1. "Aquifer" means a geologic formation that contains sufficient
saturated material to be capable of storing water and transmitting water in
usable quantities to a well.
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2. "Area of impact" means, as projected on the land surface, the area
where the stored water has migrated or is located.

3. "CERCLA" means the ~comprehensive environmental response,
compensation, and liability act of 1980, as amended (P.L. 96-510; 94 Stat.
2767; 42 United States Code sections 9601 through 9657), commonly known as
"superfund”.

4. "Constructed underground storage facility" means a facility that
meets the requirements of section 45-811.01 and that 1is designed and
constructed to store water underground pursuant to permits issued under this

chapter.

5. "District"” means a groundwater replenishment district established
under title 48, chapter 27.

6. "District member" means a member of the groundwater rep1enishment
district as provided by title 48, chapter 27.

7. "Electrical district” means a corporate body established pursuant
to title 48, chapter 12.

8. "Groundwater savings facility"” means a facility that meets the

requirements of section 45-812.01 in an active management area or an
irrigation non-expansion area at which groundwater withdrawals are eliminated
or reduced by recipients who use in 1lieu water on a gallon-for-gallon
substitute basis for groundwater that otherwise would have been pumped from
within that active management area or irrigation non-expansion area.

9. "In lieu water" means water that is delivered by a storer to a
groundwater savings facility pursuant to permits issued under this chapter
and that is used in an active management area or an irrigation non-expansion
area by the recipient on a gallon-for-gallon substitute basis for groundwater
that otherwise would have been pumped from within that active management area
or irrigation non-expansion area.

10. "Long-term storage account" means an account established pursuant
to section 45-852.01.

11. "Long-term storage credit"” means stored water that meets the
requirements of section 45-852.01 and that has been credited to a long-term
storage account.

12. "Managed underground storage facility”™ means a facility that meets
the requirements of section 45-811.01 and that is designed and managed to
utilize the natural channel of a stream to store water underground pursuant
to permits issued under this chapter through artificial and controlled
releases of water other than surface water naturally present in the stream.
Surface water flowing in its natural channel is not a managed underground
storage facility.

13. "Master replenishment account” means an account established
pursuant to section 45-858.01 for a groundwater replenishment district.

14. "Recipient” means a person who receives in lieu water for use at
a groundwater savings facility.
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15. "Recoverable amount"” means the amount of water, as determined by
the director, that will reach the aquifer through water storage.
16. "Replenishment" means the storage of water or use of long-term

storage credits by a groundwater replenishment district to fulfill its duties
under title 48, chapter 27, article 3, by a multi-county water conservation
district to fulfill its duties under title 48, chapter 22, article 4 or by
an active management area water district to fulfill its duties under title
48, chapter 28, article 7.

17. ™"Storage facility" means a groundwater savings facility or an
underground storage facility.

18. "Stored water"” means water that has been stored or saved
underground pursuant to a storage permit issued under this chapter.

19. “Storer"” means the holder of a water storage permit issued pursuant
to section 45-831.01 or a person to whom a water storage permit has been
conveyed pursuant to section 45-831.01, subsection F.

20. "Underground storage facility" means a constructed underground
storage facility or a managed underground storage facility.

21. "Water that cannot reasonably be used directly” means water that
the storer cannot reasonably put to a direct use during the calendar year,
including:

(a) Except as provided in subdivision (b) of this paragraph, if the
storer is a municipal provider, the amount of central Arizona project water
that exceeds the amount of mined groundwater withdrawn during the calendar
year by the storer in the active management area in which the storer's
service area is located. If the storer withdrew mined groundwater during a
calendar year in which the storer stored central Arizona project water
underground pursuant to the storage permit, the amount of central Arizona
project water stored underground during that year equal to the amount of
mined groundwater withdrawn from the active management area in which the
storer's service area is located shall not be credited to the storer’s
long-term storage account but may be considered as being available for
recovery by the storer on an annual basis under section 45-851.01. In
calculating the amount of mined groundwater withdrawn by the storer from the
active management area, the director, at the request of the storer, shall
exclude any groundwater withdrawn, treated and delivered for direct use as
part of a remedial action undertaken pursuant to CERCLA or title 49, chapter
2, article 5. For the purposes of ke this subdivision, "mined groundwater”
and "municipal provider” have the same meanings as prescribed by section
45-561.

(b) If the storer is a municipal provider that has been designated as
having an assured water supply pursuant to section 45-576, the amount of
central Arizona project water that exceeds the amount of deficit groundwater
withdrawn during the calendar year by the storer in the active management
area in which the storer's service area is located. If the storer withdrew
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deficit groundwater during a calendar year in which the storer stored central
Arizona project water underground pursuant to the storage permit, the amount
of the central Arizona project water stored underground during that year
equal to the amount of deficit groundwater withdrawn from the active
management area in which the storer's service area is located shall not be
credited to the storer's long-term storage account but may be considered as
being available for recovery by the storer on an annual basis pursuant to
section 45-851.01. In calculating the amount of deficit groundwater
withdrawn by the storer from the active management area, the director, at the
request of the storer, shall exclude any groundwater withdrawn, treated and
delivered for direct use as part of a remedial action undertaken pursuant to
CERCLA or title 49, chapter 2, article 5. For the purposes of this
subdivision, "municipal provider” has the same meaning as prescribed by
section 45-561 and "deficit groundwater" means that amount of groundwater
withdrawn within an active management area for delivery and use within a
service area by a municipal provider in excess of the amount of groundwater
that may be withdrawn by the municipal provider consistent with the
achievement of the active management area’s management goals as prescribed
by rules adopted by the director pursuant to section 45-576.

(c) If the storer is not a municipal provider, the amount of central
Arizona project water stored in an active management area that exceeds the
amount of groundwater withdrawn during the calendar year by the storer in
that active management area. If the storer withdrew groundwater in an active
management area during a calendar year in which the storer stored central
Arizona project water underground in that active management area pursuant to
the storage permit, the amount of central Arizona project water stored
underground during that year equal to the amount of groundwater withdrawn
from the active management area shall not be credited to the storer's
Tong-term storage account but may be considered as being available for
recovery by the storer on an annual basis under section 45-851.01. In
calculating the amount of groundwater withdrawn by the storer from the active
management area, the director, at the request of the storer, shall exclude
any groundwater withdrawn, treated and delivered for direct use as part of
a remedial action undertaken pursuant to CERCLA or title 49, chapter 2,
article 5. For the purposes of this subdivision, "municipal provider” has
the same meaning as prescribed by section 45-561.

(d) Surface water made available by dams constructed or modified after
August 13, 1986.

(e) Until the year 2025:

(i) Effluent.

(ii) If the storage facility is in an active management area, water
from outside the active management area that would not have reached the
active management area without the efforts of the storer.
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(iii) If the storage facility is outside of an active management area,
water from outside the groundwater basin in which the storage facility is
lTocated that would not have reached the groundwater basin without the efforts
of the storer.

(f) WATER DELIVERED THROUGH THE CENTRAL ARIZONA PROJECT THAT IS
ACQUIRED BY THE ARIZONA WATER BANKING AUTHORITY.

22. "Water storage" means adding water to an aquifer or saving water
in an aquifer pursuant to permits issued under this chapter.
23. "Water storage permit" means a permit issued pursuant to section

45-831.01 to store water at a storage facility.

Sec. 13. Section 45-852.01, Arizona Revised Statutes, is amended to
read:

45-852.01. Lona-term storage accounts

A. The director shall establish one long-term storage account for each
person holding long-term storage credits. The director shall establish
subaccounts within the long-term storage account according to each active
management area, irrigation non-expansion area, groundwater basin or
groundwater sub-basin in which the person's stored water is located. The
long-term storage account shall be further subdivided by type of water, if
the person holds long-term storage credits for more than one type of water.

B. Water stored pursuant to a water storage permit at a storage
facility may be credited to a long-term storage account if the director
determines that all of the following apply:

1. The water that was stored was water that cannot reasonably be used
directly.

2. If the stored water was stored at a storage facility within an
active management area, either:

(a) The water would not have been naturally recharged within the
active management area.

(b) If the water was stored at a managed underground storage facility
that has been designated as a facility that could add value to a national
park, national monument or state park and the water stored is effluent, the
water stored is water that could have been used or disposed of by the storer
by means other than discharging the effluent into the stream.

3. The stored water was not recovered on an annual basis pursuant to
section 45-851.01.

C. The director shall credit one hundred per cent of the recoverable
amount of stored water that meets the requirements of subsection B of this
section to the storer's long-term storage account, except that:

1. If the water was stored at a managed underground storage facility
that had not been designated at the time of storage as a facility that could
add value to a national park, national monument or state park and the water
stored is effluent, the director shall credit to the storer’'s long-term
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storage account fifty per cent of the recoverable amount of water that meets
the requirements of subsection B of this section.

2. If the water was stored at a groundwater savings facility and the
storer has not met the burden of proving that one hundred per cent of the in
1ieu water was used on a gallon-for-gallon substitute basis for groundwater,
the director shall credit to the storer's long-term storage account only the
percentage of the in lieu water that meets the requirements of subsection B
of this section and that was proven to the director's satisfaction as being
used on a gallon-for-gallon substitute basis for groundwater.

D. The director shall credit a person's long-term storage account by
the amount of long-term storage credits assigned to that person by another
holder of long-term storage credits pursuant to section 45-854.01.

E. The director shall debit the appropriate subaccount of a person's
Tong-term storage account:

1. One hundred ten per cent of the amount of stored water that the
holder of the long-term storage credits has recovered during the calendar
year pursuant to the permit, except that:

(a) If the stored water is effluent, one hundred per cent of the
amount of stored water the holder of the long-term storage credits has
recovered during the calendar year.

(b) If the water was stored in an active management area and the
stored water is water from outside of the active management area that would
not have reached the active management area without the efforts of the holder
of the long-term storage credits, one hundred per cent of the amount of
stored water that the holder of the long-term storage credits has recovered
during the calendar year.

(c) If the water was stored outside of an active management area and
the stored water is water from outside of the groundwater basin in which the
water was stored that would not have reached the groundwater basin without
the efforts of the holder of the long-term storage credits, one hundred per
cent of the amount of stored water the holder of the long-term storage
credits has recovered during the calendar year.

(d) Except as provided in subdivisions (a) and (b) of this paragraph,
if the water was stored in an active management area and the storer of the
Tong-term storage credits recovers stored water from a well within the area
of impact of the stored water, one hundred five per cent of the amount of
stored water the holder of the long-term storage credits has recovered during
the calendar year.

2. The amount of 1long-term storage credits that the person has
assigned to another person or transferred to a master replenishment account,
conservation district account or water district account.

3. If the water was stored in an active management area, the amount
of water during the calendar year that migrates to a location outside the
active management area or to a location within the active management area
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where it cannot be beneficially used within a reasonable period of time by
persons other than the storer with rights to withdraw and use groundwater.

4, If the water was stored outside of an active management area, the
amount of water during the calendar year that migrates to a location outside
the groundwater basin in which the storage facility is located or to a
location in the groundwater basin where it cannot be beneficially used within
a reasonable period of time by persons other than the storer with rights to
withdraw and use groundwater.

5. The amount of long-term storage credits that the storer, pursuant
to section 45-853.01, subsection B, has applied to offset groundwater
withdrawn or used in excess of the storer's per capita municipal conservation
requirements under the second management plan.

6. THE AMOUNT OF LONG-TERM STORAGE CREDITS THAT ARE HELD BY THE
ARIZONA WATER BANKING AUTHORITY AND THAT THE AUTHORITY HAS CHOSEN TO
EXTINGUISH.

F. To the extent the total amount of water withdrawn by a person from
wells designated as recovery wells pursuant to section 45-834.01 during a
calendar year exceeds the amount of stored water recovered by the person on
an annual basis pursuant to section 45-851.01 and the amount of long-term
storage credits recovered by the person, the excess amount of water recovered
shall be considered groundwater withdrawn pursuant to chapter 2 of this
title.

Sec. 14. Section 45-896.01, Arizona Revised Statutes, is amended to
read:

45-896.01. Assumption of responsibility for stored water

A. Notwithstanding section 45-895.01, if a groundwater replenishment
district is established pursuant to title 48, chapter 27 on or before July
1, 1996 in the Phoenix active management area:

1. The multi-county water conservation district and the groundwater
replenishment district shall share equally any water that is stored in a
state demonstration project in that active management area. The shares shall
be calculated after the director has determined the amount of stored water
to be reserved pursuant to paragraph 2 of this subsection.

2. The director shall determine the quantity of any water that is
stored for the benefit of municipal and industrial users that are not member
lands or member service areas of the multi-county water conservation district
and that are located in Maricopa county and the right to use that amount of
water is reserved to those municipal and industrial users. Those municipal
and industrial users may recover and use the water as otherwise provided by
statute or rule but shall apply to the multi-county water conservation
district for the use of the water.

3. On or before December 31, 1996, unexpended and unencumbered monies,
liabilities, facilities and equipment of a state demonstration project shall
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be transferred to the multi-county water conservation district and the
groundwater replenishment district in equal shares.

B. Notwithstanding section 45-895.01, if a permanent active management
area water district is established pursuant to title 48, chapter 28 on or
before July 1, 1996 in the Tucson active management area:

1. The multi-county water conservation district and the active
management area water district shall share equally any water that is stored
in a state demonstration project located in that active management area. The
shares shall be calculated after the director has determined the amount of
stored water to be reserved pursuant to paragraph 2 of this subsection.

2. The director shall determine the quantity of any water that is
stored for the benefit of municipal and industrial users that are not member
lands or member service areas of the multi-county water conservation district
and that are located in Pima county and the right to use that amount of water
is reserved to those municipal and industrial users. Those municipal and
industrial users may recover and use the water as otherwise provided by
statute or rule but shall apply to the multi-county water conservation
district for the use of the water.

3. On or before December 31, 1996, unexpended and unencumbered monies,
liabilities, facilities and equipment of a state demonstration project shall
be transferred to the multi-county water conservation district and the active
management area water district in equal shares.

C. Notwithstanding section 45-895.01 and only to the extent that
subsection A or B of this section does not apply:
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1. NOT LATER THAN DECEMBER 31, 1996, FACILITIES, EQUIPMENT AND
LIABILITIES OF A STATE DEMONSTRATION PROJECT LOCATED IN A MULTI-COUNTY WATER
CONSERVATION DISTRICT SHALL BE TRANSFERRED TO THE MULTI-COUNTY WATER
CONSERVATION DISTRICT.

2. THE MULTI-COUNTY WATER CONSERVATION DISTRICT SHALL USE THE MONIES
IN THE STATE WATER STORAGE FUND ESTABLISHED BY SECTION 45-897.01 TO
EXPEDIENTLY STORE WATER AND CONSTRUCT UNDERGROUND STORAGE FACILITIES UNTIL
THAT FUND IS EXHAUSTED.

3. THE MULTI-COUNTY WATER CONSERVATION DISTRICT SHALL ON JULY 1, 1996
ASSUME RESPONSIBILITY FOR WATER THAT IS STORED BY THAT DATE IN A STATE
DEMONSTRATION PROJECT LOCATED IN THE DISTRICT. BEFORE JULY 1, 1996 THE
DIRECTOR SHALL DETERMINE THE QUANTITY OF WATER THAT HAS BEEN STORED FOR THE
BENEFIT OF MUNICIPAL AND INDUSTRIAL USERS THAT ARE LOCATED IN MARICOPA OR
PIMA COUNTIES BUT THAT ARE NOT MEMBER LANDS OR MEMBER SERVICE AREAS OF THE
MULTI-COUNTY WATER CONSERVATION DISTRICT. THE RIGHT TO USE THAT QUANTITY OF
WATER IS RESERVED FOR THE BENEFIT OF THOSE MUNICIPAL AND INDUSTRIAL USERS.
THE WATER NOT RESERVED FOR THIS PURPOSE SHALL BE USED FOR THE BENEFIT OF
MEMBER LANDS OR MEMBER SERVICE AREAS OF THE MULTI-COUNTY WATER CONSERVATION
DISTRICT.

4. PERIODICALLY AFTER JULY 1, 1996, UNTIL THE STATE WATER STORAGE FUND
IS EXHAUSTED, THE DIRECTOR SHALL DETERMINE THE QUANTITY OF WATER THAT HAS
BEEN STORED WITH THE USE OF MONIES FROM THE STATE WATER STORAGE FUND FOR THE
BENEFIT OF MUNICIPAL AND INDUSTRIAL USERS THAT ARE LOCATED IN MARICOPA OR
PIMA COUNTY BUT THAT ARE NOT MEMBER LANDS OR MEMBER SERVICE AREAS OF THE
MULTI-COUNTY WATER CONSERVATION DISTRICT. THE DIRECTOR SHALL TRANSFER THOSE
QUANTITIES OF LONG-TERM STORAGE CREDITS TO THE ARIZONA WATER BANKING
AUTHORITY. THE ARIZONA WATER BANKING AUTHORITY SHALL USE THE LONG-TERM
STORAGE CREDITS TRANSFERRED PURSUANT TO THIS PARAGRAPH IN ACCORDANCE WITH
SECTION 45-2457, SUBSECTION B, PARAGRAPH 7.

5. LONG-TERM STORAGE CREDITS EARNED AFTER JULY 1, 1996 WITH THE USE
OF MONIES IN THE STATE WATER STORAGE FUND ESTABLISHED BY SECTION 45-897.01
THAT ARE NOT TRANSFERRED TO THE ARIZONA WATER BANKING AUTHORITY PURSUANT TO
PARAGRAPH 4 OF THIS SUBSECTION SHALL BE TRANSFERRED TO THE MULTI-COUNTY WATER
CONSERVATION DISTRICT AND SHALL BE USED FOR THE BENEFIT OF MEMBER LANDS OR
MEMBER SERVICE AREAS OF THE MULTI-COUNTY WATER CONSERVATION DISTRICT.

Sec. 15. Section 45-1972, Arizona Revised Statutes, is amended to
read:

45-1972. Groundwater augmentation and conservation assistance

fee: transfer authori

A. Within sixty days after the authority 1is formed, the state
treasurer shall transfer to the secretary-treasurer of the authority one-half
of all unencumbered monies and the accrued interest on those monies that were
collected in the prior year for the purposes of augmentation of the water
supply of the active management area and conservation assistance to water
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users within the active management area pursuant to section 45-611,
subsection A, paragraph 2 and section 45-615, paragraph 1.

B—PRegtrRrine—ta—the-year-the—suthertty—3s—formed —aRe—th—each-yeap
thepeafter—oR—oP—befere—June-t5—the-sTate—cPeasurer-shatt—trersfer_ce—the
seepetePy-treastrer—of—the—sutheptty—ore-hetf—of -2l —uhenreumbered —monies
egttecteg-tr-thet-rear—for-the-puPrposes—of-cugmreptatior—of-the-woteP-SUppty
sf—the—seitve—REroGeReRT —SPee—TRE—CORSErYITIOR—T 55+ S TaRee— L o—WEaTe P—HSEPs.
withifrthe-ceiive-RapageReRt-oPed— PHPSHERT—To—Seetden—45-61L—sudbseetion—+
paregPrEph—-efg—seetton—45-615—paragreph—3+

B. EACH YEAR THE DIRECTOR SHALL SUBMIT A REQUEST TO THE STATE
TREASURER TO TRANSFER AN AMOUNT OF NOT MORE THAN TWO HUNDRED THOUSAND DOLLARS
TO THE SECRETARY-TREASURER OF THE AUTHORITY FROM THE MONIES COLLECTED IN THE
ACTIVE MANAGEMENT AREA IN WHICH THE AUTHORITY IS LOCATED .IN THAT YEAR
PURSUANT TO SECTION 45-611, SUBSECTION C, PARAGRAPHS 2 AND 3. THE DIRECTOR
SHALL SPECIFY THE AMOUNT FROM EACH FUNDING SOURCE TO BE TRANSFERRED. ON
RECEIPT OF THE DIRECTOR'S REQUEST AS PRESCRIBED BY THIS SUBSECTION, THE STATE
TREASURER SHALL TRANSFER THE MONIES REQUESTED.

C. The secretary-treasurer shall deposit the transferred monies in the
general fund of the authority, and the authority may spend the monies to
carry out the purposes of this chapter.

Sec. 16. Title 45, Arizona Revised Statutes, is amended by adding
chapter 14, to read:

CHAPTER 14
ARIZONA WATER BANKING AUTHORITY
ARTICLE 1. GENERAL PROVISIONS

45-2401. Declaration of policy and purpose

A. THE LEGISLATURE FINDS THAT THIS STATE IS CURRENTLY AND TEMPORARILY
UNDERUTILIZING BOTH THE ENTITLEMENT TO COLORADO RIVER WATER CONFIRMED TO IT
BY THE UNITED STATES SUPREME COURT IN ARIZONA v. CALIFORNIA, 373 U.S. 546
(1963), AND THE CENTRAL ARIZONA PROJECT, WHICH HAS THE CAPACITY TO DIVERT
INTO THIS STATE A SIGNIFICANT PORTION OF THIS STATE'S ENTITLEMENT TO COLORADO
RIVER WATER. THE LEGISLATURE FURTHER FINDS THAT, DUE TO THE LOW PRIORITY ON
THE COLORADO RIVER OF THE CENTRAL ARIZONA PROJECT AND OTHER ARIZONA COLORADO
RIVER WATER USERS, THE SUSCEPTIBILITY OF THIS STATE TO FUTURE SHORTAGES OF
WATER ON THE COLORADO RIVER IS A THREAT TO THE GENERAL ECONOMY AND WELFARE

OF THIS STATE AND ITS CITIZENS.
B. THE LEGISLATURE FURTHER FINDS THAT FUTURE WATER NEEDS IN THE STATES

OF CALIFORNIA AND NEVADA COULD EXCEED THE ENTITLEMENTS OF THOSE STATES TO
COLORADO RIVER WATER. THOSE FUTURE WATER NEEDS COULD THEREBY AFFECT THE
GENERAL ECONOMY AND WELFARE OF THIS STATE AND ITS CITIZENS BECAUSE OF THE
CLOSE ECONOMIC TIES AMONG ARIZONA, CALIFORNIA AND NEVADA.

C. THE LEGISLATURE FURTHER FINDS THAT FOR THE PURPOSES OF THIS CHAPTER
DIVERTING COLORADO RIVER WATER FOR STORAGE OFF OF THE COLORADO RIVER SYSTEM
IS A CONSUMPTIVE USE OF THAT WATER.
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D. THE LEGISLATURE FURTHER FINDS THAT WATER BANKING IS COMPLIMENTARY
AND COMPATIBLE WITH EXISTING WATER MANAGEMENT EFFORTS. THE ARIZONA WATER
BANKING AUTHORITY WILL COMPLIMENT AND ASSIST THE ACTIVITIES OF THE CENTRAL
ARIZONA WATER CONSERVATION DISTRICT IN ITS MISSION TO PROVIDE A DEPENDABLE
AND COST EFFECTIVE WATER SUPPLY.

E. THE LEGISLATURE THEREFORE FINDS THAT IT IS IN THE BEST INTEREST OF
THE GENERAL ECONOMY AND WELFARE OF THIS STATE AND ITS CITIZENS TO:

1. USE THE CENTRAL ARIZONA PROJECT TO STORE OTHERWISE UNUSED ARIZONA
ENTITLEMENT TO COLORADO RIVER WATER WITHIN THIS STATE TO MEET FUTURE WATER
NEEDS WITHIN THIS STATE.

2. PROVIDE THE OPPORTUNITY TO THE STATES OF CALIFORNIA AND NEVADA TO
STORE CURRENTLY UNUSED COLORADO RIVER WATER IN ARIZONA TO MEET FUTURE NEEDS
IN THOSE STATES.

F. THE PUBLIC POLICY AND GENERAL PURPOSES OF THIS CHAPTER ARE TO:

1. INCREASE UTILIZATION OF ARIZONA'S COLORADO RIVER ENTITLEMENT THAT
WAS CONFIRMED TO ARIZONA BY THE UNITED STATES SUPREME COURT IN ARTICLE
II(B)(1), (2) AND (6) OF THE DECREE ENTERED AT ARIZONA v. CALIFORNIA, 376
U.S. 340 (1964), AND THAT WOULD OTHERWISE BE UNUSED IN ARIZONA, BY DELIVERING
THAT WATER INTO THIS STATE THROUGH THE CENTRAL ARIZONA PROJECT AQUEDUCTS.

2. STORE WATER BROUGHT INTO THIS STATE THROUGH THE CENTRAL ARIZONA
PROJECT TO PROTECT ARIZONA MUNICIPAL AND INDUSTRIAL WATER USERS AGAINST
FUTURE WATER SHORTAGES ON THE COLORADO RIVER AND DISRUPTIONS OF OPERATION OF
THE CENTRAL ARIZONA PROJECT.

3. STORE WATER BROUGHT INTO THIS STATE THROUGH THE CENTRAL ARIZONA
PROJECT TO FULFILL THE WATER MANAGEMENT OBJECTIVES OF THIS STATE SET FORTH
IN CHAPTER 2 OF THIS TITLE.

4. PROVIDE THE OPPORTUNITY FOR STORING WATER BROUGHT INTO THIS STATE
THROUGH THE CENTRAL ARIZONA PROJECT TO BE AVAILABLE TO IMPLEMENT THE
SETTLEMENT OF WATER RIGHT CLAIMS BY INDIAN COMMUNITIES WITHIN ARIZONA.

5. PROVIDE THE OPPORTUNITY TO AUTHORIZED AGENCIES IN THE STATES OF
CALIFORNIA AND NEVADA TO STORE OTHERWISE UNUSED COLORADO RIVER WATER 1IN
ARIZONA TO ASSIST THOSE STATES IN MEETING FUTURE WATER NEEDS.

45-2402. Definitions

UNLESS THE CONTEXT OTHERWISE REQUIRES, THE TERMS DEFINED IN SECTIONS
45-101, 45-402 AND 45-802.01 HAVE THE SAME MEANING IN THIS CHAPTER AND FOR
PURPOSES OF THIS CHAPTER:

1. "AUTHORITY" MEANS THE ARIZONA WATER BANKING AUTHORITY.

2. "BANKING FUND" MEANS THE ARIZONA WATER BANKING FUND.

3. "CENTRAL ARIZONA WATER CONSERVATION DISTRICT" OR "CAWCD" MEANS THE
MULTI-COUNTY WATER CONSERVATION DISTRICT ESTABLISHED UNDER TITLE 48,
CHAPTER 22.

4. "COMMISSION™ MEANS THE ARIZONA WATER BANKING AUTHORITY COMMISSION.

5. "DECREE"™ MEANS THE DECREE ENTERED BY THE UNITED STATES SUPREME
COURT IN ARIZONA v. CALIFORNIA, 376 U.S. 340 (1964).
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ARTICLE 2. ARIZONA WATER BANKING AUTHORITY

45-2421. Arizona water bankina authority

A. THE ARIZONA WATER BANKING AUTHORITY IS ESTABLISHED. THE PURPOSES,
POWERS AND DUTIES OF THE AUTHORITY SHALL BE EXECUTED BY A COMMISSION TO BE
KNOWN AS THE ARIZONA WATER BANKING AUTHORITY COMMISSION.

B. THE COMMISSION CONSISTS OF THE FOLLOWING MEMBERS WHO ARE RESIDENTS
OF THIS STATE:

1. THE DIRECTOR OF WATER RESOURCES WHO SERVES AS CHAIRPERSON OF THE

COMMISSION.
2. THE PRESIDENT OF CAWCD OR A REPRESENTATIVE DESIGNATED BY THAT

PRESIDENT.

3. ONE PERSON WHO IS APPOINTED BY THE GOVERNOR PURSUANT TO SECTION
38-211 AND WHO IS KNOWLEDGEABLE IN WATER RESOURCE MANAGEMENT.

4. ONE PERSON APPOINTED BY THE GOVERNOR PURSUANT TO SECTION 38-211 WHO
REPRESENTS AN ENTITY THAT HOLDS A CENTRAL ARIZONA PROJECT MUNICIPAL AND
INDUSTRIAL SUBCONTRACT.

5. ONE PERSON APPOINTED BY THE GOVERNOR PURSUANT TO SECTION 38-211 WHO
REPRESENTS AN ENTITY LOCATED IN A COUNTY ADJACENT TO THE MAINSTREAM OF THE
COLORADO RIVER THAT HOLDS A VALID CONTRACT WITH THE SECRETARY OF THE INTERIOR
EXECUTED BEFORE JUNE 1, 1996, FOR DIVERSION AND BENEFICIAL CONSUMPTIVE USE
OF COLORADO RIVER WATER IN THAT COUNTY.

C. THE COMMISSION MEMBERS APPOINTED BY THE GOVERNOR SHALL SERVE A SIX
YEAR TERM OF OFFICE. A MEMBER MAY SERVE MORE THAN ONE TERM AND MAY CONTINUE
TO SERVE BEYOND THE EXPIRATION OF THE TERM UNTIL A SUCCESSOR IS APPOINTED AND
ASSUMES OFFICE. THE TERM OF OFFICE FOR THE COMMISSION MEMBERS APPOINTED BY
THE GOVERNOR BEGINS AND ENDS ON THE THIRD MONDAY IN JANUARY. THE COMMISSION
MEMBERS APPOINTED PURSUANT TO SUBSECTION B, PARAGRAPHS 3, 4 AND 5 MAY BE
REMOVED BY THE GOVERNOR FOR CAUSE.

D. THE COMMISSION MEMBERS APPOINTED BY THE GOVERNOR SERVE WITHOUT
COMPENSATION BUT ARE ELIGIBLE FOR REIMBURSEMENT FOR EXPENSES FROM THE BANKING
FUND PURSUANT TO TITLE 38, CHAPTER 4, ARTICLE 2.

E. 1IN ORDER TO QUALIFY FOR OFFICE MEMBERS OF THE COMMISSION SHALL TAKE
AND SUBSCRIBE TO AN OFFICIAL OATH TO PERFORM THE DUTIES OF THEIR OFFICE. THE
OATH SHALL BE FILED WITH THE DIRECTOR. THE OFFICIAL OATHS SHALL BE IN THE
FORM PRESCRIBED BY LAW FOR OFFICIAL OATHS OF STATE OFFICERS.

F. THE PRESIDENT OF THE SENATE, OR A SENATOR DESIGNATED BY THE
PRESIDENT, AND THE SPEAKER OF THE HOUSE OF REPRESENTATIVES, OR A
REPRESENTATIVE DESIGNATED BY THE SPEAKER, SHALL EACH SERVE AS NONVOTING EX
OFFICIO MEMBERS OF THE COMMISSION.

G. MEMBERS OF THE COMMISSION ARE PUBLIC OFFICERS AND ARE SUBJECT TO
ALL PROVISIONS OF LAW APPLICABLE TO THESE OFFICERS.

H. MEMBERS OF THE COMMISSION ARE IMMUNE FROM LIABILITY FOR ANY ACTION
NECESSARY TO CARRY OUT THE PURPOSES OF THIS CHAPTER.
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45-2422. QOraanization of commission; powers and duties:

exemption -

A. THE COMMISSION SHALL SELECT A VICE-CHAIRPERSON AND A SECRETARY FROM
AMONG ITS MEMBERSHIP WHO SHALL EACH HOLD OFFICE FOR TERMS OF TWO YEARS TO
BEGIN AND END ON THE THIRD MONDAY IN JANUARY.

B. THE POWERS AND AUTHORITY VESTED IN AND THE DUTIES IMPOSED ON THE
AUTHORITY SHALL BE EXERCISED BY A MINIMUM OF THREE VOTING MEMBERS OF THE
COMMISSION VOTING IN AGREEMENT.

C. THE AUTHORITY IS NOT A PUBLIC SERVICE CORPORATION SUBJECT TO
REGULATION BY THE ARIZONA CORPORATION COMMISSION.

45-2423. Powers and duties of authority

A. THE AUTHORITY, ACTING THROUGH ITS COMMISSION, SHALL:

1. ADMINISTER THE ARIZONA WATER BANKING FUND IN ACCORDANCE WITH THIS
CHAPTER.

2. COORDINATE ITS STAFFING NEEDS WITH THE DIRECTOR AND CAWCD.

3. COORDINATE THE STORAGE OF WATER AND DISTRIBUTION AND EXTINGUISHMENT
OF LONG-TERM STORAGE CREDITS WITH THE DIRECTOR IN ACCORDANCE WITH THIS
CHAPTER AND THE WATER MANAGEMENT OBJECTIVES SET FORTH IN CHAPTER 2 OF THIS
TITLE.

4. COORDINATE WITH CAWCD FOR THE PURCHASE, DELIVERY AND STORAGE OF
COLORADO RIVER WATER DELIVERED THROUGH THE CENTRAL ARIZONA PROJECT 1IN
ACCORDANCE WITH THIS CHAPTER.

5. COORDINATE AND CONFER WITH STATE AGENCIES, MUNICIPAL CORPORATIONS,
SPECIAL DISTRICTS, AUTHORITIES, OTHER POLITICAL SUBDIVISIONS, PRIVATE
ENTITIES, INDIAN COMMUNITIES AND THE UNITED STATES ON MATTERS WITHIN THEIR
JURISDICTION RELATING TO THE POLICY AND PURPOSES OF THIS CHAPTER.

6. DETERMINE, ON AN ANNUAL BASIS, THE QUANTITY OF COLORADO RIVER WATER
TO BE STORED BY THE AUTHORITY AND WHERE THAT STORAGE WILL OCCUR.

7. ACCOUNT FOR, HOLD AND DISTRIBUTE OR EXTINGUISH LONG-TERM STORAGE
CREDITS IN ACCORDANCE WITH THIS CHAPTER.

8. COMPLY WITH ALL ASPECTS OF CHAPTER 3.1 OF THIS TITLE.

9. ADOPT AN OFFICIAL SEAL FOR THE AUTHENTICATION OF ITS RECORDS,
DECISIONS AND RESOLUTIONS.

10. KEEP THE MINUTES OF ITS MEETINGS, ALL RECORDS, REPORTS AND OTHER
INFORMATION RELATING TO ITS WORK AND PROGRAMS IN PERMANENT FORM,
SYSTEMATICALLY INDEXED AND FILED.

B. THE AUTHORITY, ACTING THROUGH ITS COMMISSION, MAY:

1. APPLY FOR AND HOLD WATER STORAGE PERMITS.

2. ACCRUE, EXCHANGE AND HOLD LONG-TERM STORAGE CREDITS IN ACCORDANCE
WITH THIS CHAPTER.

3. MAKE AND EXECUTE ALL CONTRACTS, INCLUDING INTERGOVERNMENTAL
AGREEMENTS PURSUANT TO TITLE 11, CHAPTER 7, ARTICLE 3, THAT SHALL BE SIGNED
BY THE CHAIRPERSON, OR IN THE CHAIRPERSON'S ABSENCE THE VICE-CHAIRPERSON, AND
ATTESTED BY THE SECRETARY, NECESSARY TO:
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(a) OBTAIN FOR STORAGE COLORADO RIVER WATER DELIVERED THROUGH THE
CENTRAL ARIZONA PROJECT. AGREEMENTS BY WHICH THE AUTHORITY OBTAINS COLORADO
RIVER WATER ARE EXEMPT FROM THE REQUIREMENTS OF TITLE 41, CHAPTER 23.

(b) AFFILIATE WATER STORAGE PERMITS HELD BY THE AUTHORITY WITH STORAGE
FACILITY PERMITS.

(c) STORE COLORADO RIVER WATER AT PERMITTED STORAGE FACILITIES.

(d) DISTRIBUTE LONG-TERM STORAGE CREDITS EARNED BY THE AUTHORITY TO

‘MAKE WATER AVAILABLE TO MUNICIPAL AND INDUSTRIAL USERS OF COLORADO RIVER

WATER IN THIS STATE THAT ARE INSIDE OR OUTSIDE OF THE CAWCD SERVICE AREA, IN
ACCORDANCE WITH THE PROVISIONS OF THIS CHAPTER.

(e) STORE COLORADO RIVER WATER IN ARIZONA. ON BEHALF OF APPROPRIATELY
AUTHORIZED AGENCIES IN CALIFORNIA AND NEVADA.

(f) CAUSE A DECREASE IN ARIZONA DIVERSIONS FROM THE COLORADO RIVER,
ENSURING THAT ARIZONA WILL USE LESS THAN ITS FULL ENTITLEMENT TO COLORADO
RIVER WATER IN YEARS 1IN WHICH CALIFORNIA AND NEVADA AGENCIES ARE
CONTRACTUALLY AUTHORIZED TO CALL ON THE WATER STORED ON THEIR BEHALF BY: THE
AUTHORITY.

(g) DISTRIBUTE LONG-TERM STORAGE CREDITS EARNED BY THE AUTHORITY ON
BEHALF OF AGENCIES IN CALIFORNIA AND NEVADA TO COLORADO RIVER WATER USERS IN
ARIZONA TO USE IN PLACE OF COLORADO RIVER WATER THAT WOULD HAVE OTHERWISE
BEEN USED BY THOSE ARIZONA USERS.

4. SUE AND BE SUED.

5. PERFORM ALL OTHER ACTS NECESSARY FOR THE AUTHORITY TO CARRY OUT ITS
PURPOSES, POWERS AND DUTIES IN ACCORDANCE WITH THIS CHAPTER.

45-2424. Administration

A. THE DIRECTOR SHALL PROVIDE ADMINISTRATIVE, TECHNICAL AND LEGAL
SUPPORT TO THE AUTHORITY TO THE EXTENT REQUESTED BY THE AUTHORITY. THE
DIRECTOR MAY HIRE STAFF, WHO SHALL BE EMPLOYEES OF THE DEPARTMENT OF WATER
RESOURCES, NECESSARY TO PROVIDE THE LEVEL OF SUPPORT REQUESTED BY THE
AUTHORITY.

B. THE DIRECTOR MAY EMPLOY A PERSON IN THE CAPACITY OF ARIZONA WATER
BANKING AUTHORITY MANAGER WHO SHALL BE AN EMPLOYEE OF THE DEPARTMENT OF WATER
RESOURCES. THE PERSON EMPLOYED IN THIS CAPACITY SHALL POSSESS A HIGH LEVEL
OF EXPERTISE AND EXPERIENCE IN COLORADO RIVER AND WATER RESOURCE MANAGEMENT
IN ARIZONA.

C. THE DIRECTOR, ON AN ANNUAL BASIS, SHALL PREPARE AND SUBMIT TO THE
AUTHORITY A BUDGET SHOWING THE COST OF PROVIDING THE SERVICES REQUESTED BY
THE AUTHORITY FOR THE FOLLOWING FISCAL YEAR. THE AUTHORITY MAY ADJUST ITS
REQUEST FOR SERVICES, OR WHEN SATISFIED WITH THE BUDGET, MAY ADOPT IT. THE
AUTHORITY SHALL REIMBURSE THE DEPARTMENT OF WATER RESOURCES WITH MONIES FROM
THE BANKING FUND FOR THE SERVICES PROVIDED THE AUTHORITY IN ACCORDANCE WITH
AN ADOPTED BUDGET.

D. THE CAWCD SHALL PROVIDE TECHNICAL SUPPORT TO THE AUTHORITY TO THE
EXTENT REQUESTED BY THE AUTHORITY. THAT TECHNICAL SUPPORT SHALL INCLUDE
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EXPERTISE IN THE ANNUAL OPERATION AND CAPACITY OF THE CENTRAL ARIZONA PROJECT
AQUEDUCTS AND ON THE USE OF THOSE AQUEDUCTS TO FULFILL THE PURPQOSES OF THIS
CHAPTER WITHOUT IMPEDING OTHER WATER DELIVERIES BY CAWCD. THE CAWCD, ON AN
ANNUAL BASIS, SHALL PREPARE AND SUBMIT TO THE AUTHORITY A BUDGET SHOWING THE
COST OF PROVIDING THE SERVICES REQUESTED BY THE AUTHORITY FOR THE FOLLOWING
FISCAL YEAR. THE AUTHORITY MAY ADJUST ITS REQUEST FOR SERVICES, OR WHEN
SATISFIED WITH THE BUDGET, MAY ADOPT IT. THE AUTHORITY SHALL REIMBURSE THE
CAWCD WITH MONIES FROM THE BANKING FUND FOR THE SERVICES PROVIDED THE
AUTHORITY IN ACCORDANCE WITH AN ADOPTED BUDGET.

45-2425., Arizona water bankina fund

A. THE ARIZONA WATER BANKING FUND IS ESTABLISHED. THE STATE TREASURER
SHALL ESTABLISH SUBACCOUNTS OF THE BANKING FUND BASED ON FUNDING SOURCES.
THE AUTHORITY SHALL ADMINISTER THE FUND IN ACCORDANCE WITH THIS CHAPTER.

B. THE BANKING FUND CONSISTS OF ALL OF THE FOLLOWING:

1. MONIES APPROPRIATED FROM THE STATE GENERAL FUND BY THE LEGISLATURE.

2. REIMBURSEMENT FOR THE DISTRIBUTION OF LONG-TERM STORAGE CREDITS,
COLLECTED BY THE AUTHORITY IN ACCORDANCE WITH SECTION 45-2457, SUBSECTION B,
PARAGRAPH 2.

3. MONIES PAID TO THE AUTHORITY BY THE RECIPIENTS OF IN LIEU WATER AT
A GROUNDWATER SAVINGS FACILITY, IN ACCORDANCE WITH SECTION 45-2455,
SUBSECTION C.

4., MONIES COLLECTED IN ACCORDANCE WITH SECTION 45-611, SUBSECTION C,
PARAGRAPH 3.

5. MONIES DEPOSITED IN THE FUND IN ACCORDANCE WITH SECTION 48-3715.03,
SUBSECTION B.

6. MONIES PAID TO THE AUTHORITY BY AGENCIES THAT HAVE ENTERED INTO
INTERSTATE BANKING AGREEMENTS WITH THE AUTHORITY IN ACCORDANCE WITH SECTION
45-2471.

C. IN ADDITION TO THE MONIES PRESCRIBED IN THIS SECTION, THE AUTHORITY
MAY ACCEPT ANY GIFTS, GRANTS OR DONATIONS AND DEPOSIT THOSE MONIES IN THE
BANKING FUND.

D. MONIES IN THE BANKING FUND ARE EXEMPT FROM LAPSING UNDER SECTION
35-190. INTEREST EARNED ON MONIES IN THE BANKING FUND SHALL BE CREDITED TO
THE BANKING FUND.

E. THE AUTHORITY MAY USE THE BANKING FUND TO PAY ALL REASONABLE
EXPENSES INCURRED IN CARRYING OUT ITS DUTIES AND RESPONSIBILITIES 1IN
ACCORDANCE WITH THIS CHAPTER.

45-2426. Annual report

A. THE COMMISSION SHALL MAKE AND SUBMIT TO THE GOVERNOR, PRESIDENT OF
THE SENATE AND SPEAKER OF THE HOUSE OF REPRESENTATIVES ON OR BEFORE AUGUST
1 OF EACH YEAR A REPORT CONTAINING A FULL AND COMPLETE ACCOUNT OF ITS
TRANSACTIONS AND PROCEEDINGS FOR THE PRECEDING FISCAL YEAR. THE AUTHORITY
MAY SUBMIT WITH THE REPORT A REQUEST FOR A GENERAL FUND APPROPRIATION FOR THE
FOLLOWING FISCAL YEAR.
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B. THE REPORT SHALL CONTAIN ALL OF THE FOLLOWING:

1. AN ACCOUNTING OF ALL MONIES EXPENDED FROM THE BANKING FUND.

2. AN ACCOUNTING OF ALL MONIES IN THE BANKING FUND REMAINING AVAILABLE
TO THE AUTHORITY.

3. THE AMOUNT OF WATER STORED BY THE AUTHORITY.

4. THE NUMBER OF LONG-TERM STORAGE CREDITS DISTRIBUTED OR EXTINGUISHED
BY THE AUTHORITY.

5. THE PURPOSES FOR WHICH LONG-TERM STORAGE CREDITS WERE DISTRIBUTED
OR EXTINGUISHED BY THE AUTHORITY.

6. ANY OTHER MATTER DETERMINED BY THE AUTHORITY TO BE RELEVANT TO THE
POLICY AND PURPOSES OF THIS CHAPTER.

C. IF THE AUTHORITY SUBMITS A REQUEST FOR A GENERAL FUND APPROPRIATION
WITH ITS ANNUAL REPORT, IT SHALL INCLUDE WITH THE REQUEST A BUDGET DETAILING
HOW THE APPROPRIATION WOULD BE USED AND JUSTIFYING THE NEED FOR THE
APPROPRIATION.

45-2427. Limitation gn powers

A. THIS CHAPTER DOES NOT AUTHORIZE THE AUTHORITY TO EXERCISE ANY RIGHT
OF EMINENT DOMAIN.

B. THE AUTHORITY SHALL NOT STORE COLORADO RIVER WATER THAT WOULD
OTHERWISE HAVE BEEN USED IN THIS STATE.

C. THE AUTHORITY SHALL NOT ENTER INTO CONTRACTS WITH AGENCIES IN
CALIFORNIA AND NEVADA FOR THE STORAGE OF WATER ON THEIR BEHALF UNTIL BOTH OF
THE FOLLOWING OCCUR:

1. REGULATIONS ARE IN EFFECT, PROMULGATED BY THE SECRETARY OF THE
INTERIOR OF THE UNITED STATES, THAT FACILITATE AND ALLOW THE CONTRACTUAL
DISTRIBUTION OF UNUSED ENTITLEMENT UNDER ARTICLE II(B)(6) OF THE DECREE.

2. THE DIRECTOR FINDS THAT THE RULES PROMULGATED BY THE SECRETARY OF
THE INTERIOR ADEQUATELY PROTECT THIS STATE'S RIGHTS TO COLORADO RIVER WATER,
AS THOSE RIGHTS ARE DEFINED BY THE DECREE.

ARTICLE 3. WATER BANK PLANNING AND IMPLEMENTATION

45-2451. First year banking proaram

BY JULY 1, 1997, THE AUTHORITY SHALL HAVE USED ITS BEST EFFORTS TO
STORE PURSUANT TO THIS CHAPTER A MINIMUM OF ONE HUNDRED THOUSAND ACRE-FEET
OF COLORADO RIVER WATER IN THIS STATE. THE ANNUAL REPORT OF THE AUTHORITY
TO THE GOVERNOR, THE PRESIDENT OF THE SENATE AND THE SPEAKER OF THE HOUSE OF
REPRESENTATIVES DUE ON AUGUST 1, 1997 SHALL REPORT THE AMOUNT OF WATER STORED
SINCE THE EFFECTIVE DATE OF THIS CHAPTER AND IF ONE HUNDRED THOUSAND .
ACRE-FEET OF WATER HAVE NOT BEEN STORED, THE REASONS WHY THIS GOAL HAS NOT
BEEN ACHIEVED.

45-2452. Storage facility inventory

A. BY MARCH 1, 1997, .THE AUTHORITY SHALL PREPARE AND ASSESS AN
INVENTORY OF EXISTING STORAGE FACILITIES IN THIS STATE TO DETERMINE WHETHER
EXISTING STORAGE FACILITIES ARE AVAILABLE TO MEET THE AUTHORITY'S NEEDS FOR
THE FOLLOWING TEN YEARS. THE AUTHORITY SHALL GIVE SPECIAL CONSIDERATION TO
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STORAGE FACILITIES CONSTRUCTED WITH MONIES FROM THE STATE WATER STORAGE FUND,
ESTABLISHED PURSUANT TO SECTION 45-897.01. THE INVENTORY SHALL IDENTIFY THE
LOCATION AND CAPACITY OF EACH STORAGE FACILITY AND THE FEASIBILITY OF THE
AUTHORITY STORING WATER AT THE IDENTIFIED FACILITIES.

B. 1IN ASSESSING THE INVENTORY, THE AUTHORITY SHALL CONSULT WITH THE
DEPARTMENT OF WATER RESOURCES TO DETERMINE WHETHER STORAGE BY THE AUTHORITY
AT EACH STORAGE FACILITY IDENTIFIED IN THE INVENTORY AS A POTENTIAL STORAGE
FACILITY TO BE USED BY THE AUTHORITY PROMOTES THE WATER MANAGEMENT OBJECTIVES
SET FORTH IN CHAPTER 2 OF THIS TITLE.

C. IN ASSESSING THE INVENTORY, THE AUTHORITY SHALL CONSULT WITH CAWCD
TO DETERMINE WHETHER CENTRAL ARIZONA PROJECT WATER DELIVERY AND STORAGE ARE
FEASIBLE AT EACH STORAGE FACILITY IDENTIFIED IN THE INVENTORY AS A POTENTIAL
STORAGE FACILITY TO BE USED BY THE AUTHORITY.

D. BASED ON THE CONSULTATIONS WITH THE DEPARTMENT OF WATER RESOURCES
AND THE CAWCD AND ANY OTHER RELEVANT FACTORS, THE AUTHORITY SHALL DETERMINE
WHETHER STORAGE FACILITIES EXIST IN THIS STATE TO MEET THE WATER STORAGE
NEEDS OF THE AUTHORITY FOR THE FOLLOWING TEN YEARS. IN MAKING THIS
DETERMINATION, THE AUTHORITY SHALL MAXIMIZE TO THE EXTENT FEASIBLE STORAGE
FACILITIES CONSTRUCTED WITH MONIES FROM THE STATE WATER STORAGE FUND,
ESTABLISHED PURSUANT TO SECTION 45-897.01.

E. THE AUTHORITY SHALL ADOPT THE STORAGE FACILITY INVENTORY IF THE
AUTHORITY DETERMINES THAT ALL OF THE FOLLOWING APPLY TO THE STORAGE FACILITY
INVENTORY:

1. IT REPRESENTS AN ACCURATE INVENTORY OF STORAGE FACILITIES IN THIS
STATE.

2. IT ACCURATELY IDENTIFIES THOSE STORAGE FACILITIES THAT ARE
AVAILABLE FOR THE AUTHORITY'S USE.

3. IT ACCURATELY DETERMINES WHETHER ADDITIONAL STORAGE FACILITIES ARE
NEEDED FOR THE AUTHORITY'S USE DURING THE FOLLOWING TEN YEARS.

F. THE AUTHORITY SHALL SUBSEQUENTLY UPDATE THE STORAGE FACILITY
INVENTORY AT LEAST ONCE EVERY FIVE YEARS.

45-2453. Plan for additional storage facilities

A. IF A STORAGE FACILITY INVENTORY OR AN UPDATE CONCLUDES THAT
ADDITIONAL STORAGE FACILITIES ARE NECESSARY TO "MEET THE NEEDS OF THE
AUTHORITY FOR THE FOLLOWING TEN YEARS, THE AUTHORITY SHALL DEVELOP A PLAN FOR
THE DEVELOPMENT OF ADDITIONAL STORAGE FACILITIES THAT SPECIFIES THE TYPE,.
LOCATION, DATE NEEDED AND CAPACITY OF ADDITIONAL STORAGE FACILITIES
NECESSARY TO MEET THE NEEDS OF THE AUTHORITY.

B. IN DEVELOPING THE PLAN FOR ADDITIONAL STORAGE FACILITIES, THE
AUTHORITY SHALL CONSIDER ALL OF THE FOLLOWING:

1. THE AMOUNT OF ADDITIONAL STORAGE CAPACITY NEEDED TO MEET THE
AUTHORITY'S WATER STORAGE NEEDS.
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2. THE ADVICE OF THE DEPARTMENT OF WATER RESOURCES REGARDING WHERE
WATER STORAGE WOULD MOST CONTRIBUTE TO MEETING THE WATER MANAGEMENT
OBJECTIVES SET FORTH IN CHAPTER 2 OF THIS TITLE.

3. THE ADVICE OF CAWCD REGARDING THE FEASIBILITY OF DELIVERING AND
STORING CENTRAL ARIZONA PROJECT WATER AT ANY PROPOSED STORAGE FACILITY.

4. THE ADVICE OF THE DEPARTMENT OF ENVIRONMENTAL QUALITY REGARDING ANY
POTENTIAL ADVERSE IMPACTS FROM A PROPOSED STORAGE FACILITY TO LANDOWNERS AND
WATER USERS IN THE VICINITY OF ANY PROPOSED STORAGE FACILITY.

5. THE POTENTIAL COSTS TO THE AUTHORITY OF FACILITATING THE
CONSTRUCTION OR DEVELOPMENT OF A PROPOSED STORAGE FACILITY AND THE
COST-EFFECTIVENESS OF ANY PROPOSED STORAGE FACILITY.

6. WHETHER CAWCD OR OTHER ENTITIES WOULD BE WILLING TO CONSTRUCT,
MAINTAIN AND OPERATE ANY PROPOSED STORAGE FACILITY.

7. THE WAY IN WHICH WATER STORED AT A PROPOSED STORAGE FACILITY COULD
BE USED BY THE AUTHORITY TO ACHIEVE THE POLICY AND PURPOSES OF THIS CHAPTER.

8. ANY OTHER FACTOR THE AUTHORITY DETERMINES TO BE RELEVANT.

C. BEFORE ADOPTING A PLAN FOR ADDITIONAL STORAGE FACILITIES, THE
AUTHORITY SHALL PREPARE A DRAFT PLAN FOR ADDITIONAL STORAGE FACILITIES. THE
AUTHORITY SHALL SOLICIT PUBLIC COMMENT ON THE DRAFT PLAN FOR ADDITIONAL
STORAGE FACILITIES BY PRESENTING THE DRAFT PLAN:

1. TO THE GROUNDWATER USERS ADVISORY COUNCILS FOR THE TUCSON, PHOENIX
AND PINAL ACTIVE MANAGEMENT AREAS. THE PRESENTATION SHALL BE MADE AT
PUBLICLY NOTICED OPEN MEETINGS OF EACH ADVISORY COUNCIL AT WHICH MEMBERS OF
THE PUBLIC SHALL BE ALLOWED TO COMMENT ON THE DRAFT PLAN FOR ADDITIONAL
STORAGE FACILITIES.

2. IF ANY PROPOSED STORAGE FACILITY IS LOCATED OUTSIDE OF AN ACTIVE
MANAGEMENT AREA, TO THE COUNTY BOARD OF SUPERVISORS FOR EACH COUNTY IN WHICH
A PROPOSED FACILITY IS TO BE LOCATED. THE PRESENTATION SHALL BE MADE AT A
PUBLICLY NOTICED OPEN MEETING OF THE COUNTY BOARD OF SUPERVISORS AT WHICH
MEMBERS OF THE PUBLIC SHALL BE ALLOWED TO COMMENT ON THE DRAFT PLAN FOR
ADDITIONAL STORAGE FACILITIES.

D. THE AUTHORITY MAY REVISE THE DRAFT PLAN FOR ADDITIONAL STORAGE
FACILITIES BASED ON THE PUBLIC COMMENT RECEIVED.

E. THE AUTHORITY SHALL ADOPT THE PLAN FOR ADDITIONAL STORAGE
FACILITIES IF THE AUTHORITY DETERMINES THAT THE PLAN, WHEN IMPLEMENTED. WILL
MEET THE NEEDS OF THE AUTHORITY FOR THE FOLLOWING TEN YEARS. IF ADOPTING A
PLAN FOR ADDITIONAL STORAGE FACILITIES, THE AUTHORITY SHALL ADOPT THE PLAN
WITHIN NINE MONTHS OF ADOPTING THE STORAGE FACILITY INVENTORY OR UPDATE.

F. THE AUTHORITY MAY MODIFY AN ADOPTED PLAN FOR ADDITIONAL STORAGE
FACILITIES AFTER SOLICITING PUBLIC COMMENT ON THE MODIFICATION IN ACCORDANCE
WITH SUBSECTION C OF THIS SECTION.

45-2454. Implementation of storaae facilities plan

A. THE AUTHORITY SHALL IMPLEMENT AN ADOPTED PLAN FOR ADDITIONAL
STORAGE FACILITIES.
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B. TO FACILITATE THE DEVELOPMENT OR CONSTRUCTION OF ADDITIONAL STORAGE
FACILITIES REQUIRED BY A PLAN, THE AUTHORITY SHALL SOLICIT PROPOSALS FROM
CAWCD AND OTHER ENTITIES WILLING TO UNDERTAKE THE DEVELOPMENT OR CONSTRUCTION
OF THOSE STORAGE FACILITIES. THE AUTHORITY MAY NEGOTIATE AND ENTER INTO
WATER STORAGE AGREEMENTS IN ACCORDANCE WITH SECTION 45-2455 WITH CAWCD AND
OTHER ENTITIES THAT SUBMIT PROPOSALS ACCEPTABLE TO THE AUTHORITY.

45-2455. Water  storage agreements: aroundwater savinas

facilities

A. THE AUTHORITY MAY NOT OWN, DEVELOP, OPERATE OR CONSTRUCT STORAGE
FACILITIES BUT MAY ENTER INTO CONTRACTS TO RESERVE STORAGE CAPACITY AT
STORAGE FACILITIES AND MAY PAY REASONABLE COMPENSATION FOR THOSE
RESERVATIONS.

B. THE AUTHORITY MAY ENTER INTO AGREEMENTS WITH STORAGE FACILITY
PERMIT HOLDERS TO STORE WATER AT STORAGE FACILITIES AND MAY PAY REASONABLE
COMPENSATION FOR THE COSTS ASSOCIATED WITH OPERATING AND MAINTAINING A
STORAGE FACILITY TO THE EXTENT THAT THE STORAGE FACILITY IS USED TO STORE
WATER FOR THE PURPOSES OF THE AUTHORITY.

C. TO STORE WATER AT A GROUNDWATER SAVINGS FACILITY, THE AUTHORITY MAY
ENTER INTO AGREEMENTS THAT REQUIRE THE RECIPIENTS OF IN LIEU WATER TO PAY TO
THE AUTHORITY ALL OR PART OF THE COST OF PROVIDING THE IN LIEU WATER TO THE
RECIPIENTS.

D. AGREEMENTS ENTERED INTO UNDER THIS SECTION SHALL NOT IMPEDE THE
ABILITY OF THE CAWCD TO MEET THE OBLIGATIONS OF ITS CENTRAL ARIZONA PROJECT
WATER SERVICE CONTRACTS AND SUBCONTRACTS.

45-2456. Annual plan of operation

A. BY DECEMBER 1 OF EACH YEAR, THE AUTHORITY SHALL ADOPT A PLAN OF
OPERATION FOR THE FOLLOWING CALENDAR YEAR.

B. IN DEVELOPING THE PLAN OF OPERATION, THE AUTHORITY SHALL CONSIDER
ALL OF THE FOLLOWING:

1. THE AMOUNT OF COLORADO RIVER WATER AVAILABLE FOR STORAGE.

2. THE ADVICE OF THE DEPARTMENT OF WATER RESOURCES REGARDING WHERE
WATER STORAGE WOULD MOST CONTRIBUTE TO FULFILLING THE WATER MANAGEMENT
OBJECTIVES SET FORTH IN CHAPTER 2 OF THIS TITLE.

3. THE ADVICE OF CAWCD REGARDING THE AMOUNT AND LOCATION OF WATER
DELIVERY AND STORAGE THAT IS FEASIBLE.

4, THE RESPECTIVE COSTS OF STORING WATER AT AVAILABLE STORAGE
FACILITIES.

5. THE AMOUNT OF STORAGE ALLOWED BY WATER STORAGE PERMITS HELD BY THE
AUTHORITY.

6. THE MONIES AVAILABLE FROM THE BANKING FUND.

7. THE WAY IN WHICH WATER STORED COULD BE USED BY THE AUTHORITY TO
ACHIEVE THE POLICY AND PURPOSES OF THIS CHAPTER.

8. ANY OTHER FACTOR THE AUTHORITY DETERMINES TO BE RELEVANT.
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C. THE AUTHORITY SHALL PREPARE A DRAFT PLAN OF OPERATION EACH YEAR.
THE AUTHORITY SHALL SOLICIT PUBLIC COMMENT ON THE DRAFT PLAN OF OPERATION BY
PRESENTING THE DRAFT PLAN OF OPERATION:

1. TO THE GROUNDWATER USERS ADVISORY COUNCILS FOR THE TUCSON, PHOENIX
AND PINAL ACTIVE MANAGEMENT AREAS. THE PRESENTATION SHALL BE MADE AT
PUBLICLY NOTICED OPEN MEETINGS OF EACH ADVISORY COUNCIL AT WHICH MEMBERS OF
THE PUBLIC SHALL BE ALLOWED TO COMMENT ON THE DRAFT PLAN OF OPERATION.

2. IF ANY WATER STORAGE DURING THE YEAR IS TO OCCUR OUTSIDE OF AN
ACTIVE MANAGEMENT AREA, TO THE COUNTY BOARD OF SUPERVISORS FOR EACH COUNTY
IN WHICH THE STORAGE IS TO OCCUR. THE PRESENTATION SHALL BE MADE AT A
PUBLICLY NOTICED OPEN MEETING OF THE COUNTY BOARD OF SUPERVISORS AT WHICH
MEMBERS OF THE PUBLIC SHALL BE ALLOWED TO COMMENT ON THE DRAFT PLAN OF
OPERATION. '

D. THE AUTHORITY MAY REVISE THE DRAFT PLAN OF OPERATION BASED ON THE
PUBLIC COMMENT RECEIVED.

E. AN ADOPTED PLAN OF OPERATION SHALL INCLUDE ALL OF THE FOLLOWING:

1. A PROJECTION OF EXPENDITURES FOR ACQUIRING WATER.

2. A PROJECTION OF THE AMOUNT OF WATER TO BE ACQUIRED EACH MONTH BY
THE AUTHORITY.

3. A PROJECTION OF THE COST OF DELIVERING THAT WATER THROUGH THE
CENTRAL ARIZONA PROJECT TO A STORAGE FACILITY, INCLUDING FEES FOR THE
OPERATION, MAINTENANCE, PUMPING ENERGY AND CAPITAL COSTS OF THE CENTRAL
ARIZONA PROJECT AS ESTABLISHED BY CAWCD.

4. A PROJECTION OF EXPENDITURES FOR WATER STORAGE.

5. A PROJECTION OF WATER STORAGE PERMITS TO BE OBTAINED AND A
PROJECTION OF WITH WHICH STORAGE FACILITY PERMIT EACH WATER STORAGE PERMIT
WILL BE AFFILIATED.

6. A PROJECTION OF THE AMOUNT OF WATER TO BE STORED, ACCOUNTED FOR BY
ACTIVE MANAGEMENT AREA, AND IF WATER STORAGE WILL OCCUR OUTSIDE OF AN ACTIVE
MANAGEMENT AREA, BY GROUNDWATER BASIN OR SUBBASIN.

7. A PROJECTION OF LONG-TERM STORAGE CREDITS THAT WILL BE DISTRIBUTED
OR EXTINGUISHED, ACCOUNTED FOR BY LOCATION WHERE THE LONG-TERM STORAGE
CREDITS WERE STORED, THE PURPOSE FOR WHICH THE DISTRIBUTION OR EXTINGUISHMENT
WILL OCCUR AND THE PERSONS TO WHOM THE LONG-TERM STORAGE CREDITS WILL BE
DISTRIBUTED.

8. ANY OTHER MATTER DETERMINED TO BE RELEVANT BY THE AUTHORITY.

F. THE AUTHORITY MAY MODIFY AN ADOPTED PLAN OF OPERATION.

G. THE AUTHORITY SHALL OPERATE IN ACCORDANCE WITH ITS ADOPTED OR
MODIFIED PLAN OF OPERATION.

45-2457. Accounting: rules of operation
A. THE AUTHORITY SHALL DEVELOP AN ACCOUNTING SYSTEM FOR THE LONG-TERM

STORAGE CREDITS ACCRUED BY THE AUTHORITY. THE ACCOUNTING SYSTEM SHALL BE
DESIGNED TO ALLOW THE AUTHORITY TO DETERMINE WHICH FUNDING SOURCE OF THE
BANKING FUND PAID FOR EACH LONG-TERM STORAGE CREDIT ACCRUED BY THE AUTHORITY.
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B. THE AUTHORITY SHALL OPERATE IN ACCORDANCE WITH ALL OF THE FOLLOWING
RULES OF OPERATION:

1. THE AUTHORITY SHALL RESERVE A REASONABLE NUMBER OF LONG-TERM
STORAGE CREDITS ACCRUED WITH GENERAL FUND APPROPRIATIONS FOR THE BENEFIT OF
MUNICIPAL AND INDUSTRIAL USERS OF COLORADO RIVER WATER IN THIS STATE THAT ARE
OUTSIDE OF THE SERVICE AREA OF CAWCD.

2. THE AUTHORITY MAY DISTRIBUTE LONG-TERM STORAGE CREDITS ACCRUED WITH
GENERAL FUND APPROPRIATIONS FOR BOTH OF THE FOLLOWING:

(a) TO MAKE WATER AVAILABLE TO A MUNICIPAL AND INDUSTRIAL USER OF
COLORADO RIVER WATER IN THIS STATE THAT IS OUTSIDE OF THE SERVICE AREA OF
CAWCD, IF BOTH OF THE FOLLOWING APPLY:

(i) THE MUNICIPAL AND INDUSTRIAL USER WOULD OTHERWISE SUFFER A WATER
SHORTAGE.  THE AUTHORITY MAY DISTRIBUTE LONG-TERM CREDITS TO THE EXTENT
REASONABLY NECESSARY TO OFFSET THE WATER SHORTAGE.

(ii) THE AUTHORITY COLLECTS REIMBURSEMENT FOR THE COST TO THE
AUTHORITY OF REPLACING THE LONG-TERM STORAGE CREDITS DISTRIBUTED.

(b) TO MAKE WATER AVAILABLE TO CAWCD TO THE EXTENT NECESSARY FOR
CAWCD TO MEET THE DEMANDS OF ITS MUNICIPAL AND INDUSTRIAL SUBCONTRACTORS, IF
ALL OF THE FOLLOWING APPLY:

(i) CAWCD'S NORMAL DIVERSIONS FROM THE COLORADO RIVER HAVE BEEN OR
WILL BE DISRUPTED BY SHORTAGES ON THE RIVER OR BY DISRUPTIONS IN THE
OPERATION OF THE CENTRAL ARIZONA PROJECT.

(ii) THE AUTHORITY DOES NOT DISTRIBUTE FOR THIS PURPOSE THE LONG-TERM
STORAGE CREDITS RESERVED IN ACCORDANCE WITH PARAGRAPH 1 OF THIS SUBSECTION.

(ii1) THE AUTHORITY COLLECTS REIMBURSEMENT FROM CAWCD FOR THE COST TO
THE AUTHORITY OF REPLACING THE LONG-TERM STORAGE CREDITS DISTRIBUTED.

3. THE AUTHORITY MAY DISTRIBUTE OR EXTINGUISH LONG-TERM STORAGE
CREDITS ACCRUED WITH GENERAL FUND APPROPRIATIONS TO IMPLEMENT THE SETTLEMENT
OF WATER RIGHT CLAIMS BY INDIAN COMMUNITIES IN THIS STATE.

4. ON REQUEST FROM THE DIRECTOR, THE AUTHORITY MAY EXTINGUISH LONG-
TERM STORAGE CREDITS ACCRUED WITH GENERAL FUND APPROPRIATIONS TO FULFILL THE
WATER MANAGEMENT OBJECTIVES SET FORTH IN CHAPTER 2 OF THIS TITLE.

5. THE AUTHORITY MAY EXCHANGE LONG-TERM STORAGE CREDITS ACCRUED WITH
GENERAL FUND APPROPRIATIONS FOR LONG-TERM STORAGE CREDITS HELD BY OTHER
PERSONS IF THE LONG-TERM STORAGE CREDITS RECEIVED BY THE AUTHORITY WERE
STORED IN A LOCATION THAT BETTER ENABLES THE AUTHORITY TO FULFILL THE
PURPOSES AND POLICIES OF THIS CHAPTER THAN WERE THE LONG-TERM STORAGE CREDITS
EXCHANGED BY THE AUTHORITY. FOR THE PURPOSES OF THIS PARAGRAPH, THE
AUTHORITY MAY MAKE EXCHANGES OF LONG-TERM STORAGE CREDITS STORED IN ONE
ACTIVE MANAGEMENT AREA FOR LONG-TERM STORAGE CREDITS STORED IN A DIFFERENT
ACTIVE MANAGEMENT AREA OR OF LONG-TERM STORAGE CREDITS STORED IN ONE
GROUNDWATER BASIN FOR LONG-TERM STORAGE CREDITS STORED IN A DIFFERENT
GROUNDWATER BASIN.
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6. THE AUTHORITY SHALL DISTRIBUTE OR EXTINGUISH LONG-TERM STORAGE
CREDITS ACCRUED WITH MONIES COLLECTED IN ACCORDANCE WITH SECTION 45-611,
SUBSECTION C, PARAGRAPH 3 ONLY FOR THE BENEFIT OF THE ACTIVE MANAGEMENT AREA
IN WHICH THE MONIES WERE COLLECTED. THE AUTHORITY MAY DISTRIBUTE OR
EXTINGUISH THESE LONG-TERM STORAGE CREDITS TO IMPLEMENT THE SETTLEMENT OF
WATER RIGHT CLAIMS BY INDIAN COMMUNITIES IN THIS STATE OR, ON REQUEST FROM
THE DIRECTOR, TO MEET THE WATER MANAGEMENT OBJECTIVES SET FORTH IN CHAPTER
2 OF THIS TITLE.

7. THE AUTHORITY SHALL DISTRIBUTE LONG-TERM STORAGE CREDITS ACCRUED
WITH MONIES DEPOSITED IN THE FUND IN ACCORDANCE WITH SECTION 48-3715.03,
SUBSECTION B ONLY FOR THE BENEFIT OF THE COUNTY IN WHICH THE MONIES WERE
COLLECTED. THE AUTHORITY SHALL DISTRIBUTE THESE LONG-TERM STORAGE CREDITS
TO CAWCD TO THE EXTENT NECESSARY TO MEET THE DEMANDS OF CAWCD'S MUNICIPAL AND
INDUSTRIAL SUBCONTRACTORS DURING TIMES IN WHICH CAWCD'S DIVERSIONS FROM THE
COLORADO RIVER HAVE BEEN OR WILL BE DISRUPTED BY SHORTAGES ON THE COLORADO
RIVER OR BY DISRUPTIONS IN OPERATION OF THE CENTRAL ARIZONA PROJECT.

C. ANY OTHER LONG-TERM STORAGE CREDITS ACCRUED BY THE AUTHORITY MAY
BE DISTRIBUTED OR EXTINGUISHED BY THE AUTHORITY IN ACCORDANCE WITH THE POLICY
AND PURPOSES OF THIS CHAPTER.

D. EXCEPT AS PROVIDED BY SUBSECTION B, PARAGRAPH 7 OF THIS SECTION AND
EXCEPT AS PROVIDED BY AGREEMENTS ENTERED INTO BY THE AUTHORITY, THE DECISION
TO DISTRIBUTE OR EXTINGUISH ANY LONG-TERM STORAGE CREDIT ACCRUED BY THE
AUTHORITY IS AT THE COMPLETE DISCRETION OF THE AUTHORITY.

ARTICLE 4. INTERSTATE WATER BANKING

45-2471. Interstate water banking agreements

A. THE AUTHORITY MAY NEGOTIATE AND ENTER INTO INTERSTATE WATER BANKING
AGREEMENTS WITH APPROPRIATELY AUTHORIZED AGENCIES IN CALIFORNIA AND NEVADA,
IF ALL OF THE FOLLOWING APPLY:

1. THE PROVISIONS OF SECTION 45-2427, SUBSECTION C HAVE BEEN MET.

2. THE DIRECTOR AND AT LEAST TWO OTHER VOTING MEMBERS OF THE
COMMISSION VOTE IN AGREEMENT TO ENTER INTO AN INTERSTATE BANKING AGREEMENT.

3. THE AUTHORITY SHALL NOT ENTER INTO AGREEMENTS WITH CALIFORNIA AND
NEVADA AGENCIES THAT REQUIRE THE AUTHORITY TO REDUCE ARIZONA DIVERSIONS FROM
THE COLORADO RIVER MORE THAN A TOTAL OF ONE HUNDRED THOUSAND ACRE-FEET OF
WATER IN ANY ONE YEAR.

4. NO INTERSTATE BANKING AGREEMENT MAY BE INCONSISTENT WITH THE
DECREE.

B. IN EACH INTERSTATE WATER BANKING AGREEMENT, THE AUTHORITY MAY AGREE
TO STORE COLORADO RIVER WATER IN ARIZONA SO THAT THE STORED WATER MAY BE USED
IN PLACE OF ARIZONA DIVERSIONS FROM THE COLORADO RIVER IN YEARS IN WHICH THE
CALIFORNIA OR NEVADA AGENCY REQUESTS WATER FROM THE AUTHORITY.

C. IN EACH INTERSTATE WATER BANKING AGREEMENT, THE CALIFORNIA OR
NEVADA AGENCY SHALL AGREE TO PAY TO THE AUTHORITY ALL COSTS THAT ARE OR WILL
BE INCURRED BY THE AUTHORITY IN STORING AND RECOVERING COLORADO RIVER WATER
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PURSUANT TO THE INTERSTATE BANKING AGREEMENT. THE COSTS INCLUDE ALL OF THE
FOLLOWING:

1. THE COST OF ACQUIRING COLORADO RIVER WATER.

2. THE COST OF DELIVERING THAT COLORADO RIVER WATER THROUGH THE
CENTRAL ARIZONA PROJECT TO A STORAGE FACILITY, INCLUDING FEES FOR THE
OPERATION, MAINTENANCE, PUMPING ENERGY AND CAPITAL COSTS OF THE CENTRAL
ARIZONA PROJECT AS ESTABLISHED BY CAWCD.

3. AMOUNTS EQUIVALENT TO TAXES ORDINARILY PAID BY CAWCD SUBCONTRACTORS
AND THEIR CUSTOMERS TO PAY FOR THE REPAYMENT, OPERATION AND MAINTENANCE COSTS
OF THE CENTRAL ARIZONA PROJECT, TO THE EXTENT THOSE EQUIVALENT AMOUNTS ARE
NOT COLLECTED BY PARAGRAPH 8 OF THIS SUBSECTION.

4. THE COST OF STORING THAT COLORADO RIVER WATER.

5. THE COST OF CONSTRUCTING, OPERATING AND MAINTAINING A STORAGE
FACILITY TO THE EXTENT THAT FACILITY STORES WATER FOR THE CALIFORNIA OR
NEVADA AGENCY.

6. THE COST OF RECOVERING THE STORED WATER AND DELIVERING IT TO
COLORADO RIVER WATER USERS IN THIS STATE TO USE IN PLACE OF COLORADO RIVER
WATER THAT WOULD OTHERWISE BE USED.

7. A FEE EQUIVALENT TO THE APPROXIMATE AMOUNT OF ADMINISTRATIVE, LEGAL
AND TECHNICAL EXPENSES INCURRED BY THE AUTHORITY IN STORING WATER FOR THE
CALIFORNIA OR NEVADA AGENCY, RECOVERING THAT STORED WATER AND MAKING AN
EQUIVALENT AMOUNT OF COLORADO RIVER WATER AVAILABLE TO THE CALIFORNIA OR
NEVADA AGENCY.

8. ANY FEE PAID IN LIEU OF TAXES PURSUANT TO SECTION 48-3715,
SUBSECTION B BY THE AUTHORITY IN ACQUIRING THE WATER TO BE STORED.

D. IN EACH WATER BANKING AGREEMENT, THE AUTHORITY SHALL AGREE THAT IN
YEARS IN WHICH THE CALIFORNIA OR NEVADA AGENCY REQUESTS RECOVERY OF WATER
STORED IN ARIZONA, THE AUTHORITY SHALL CAUSE A DECREASE IN ARIZONA DIVERSIONS
FROM THE COLORADO RIVER BY THE AMOUNT OF WATER REQUESTED FOR RECOVERY BY THE
CALIFORNIA OR NEVADA AGENCY, THUS CREATING UNUSED ENTITLEMENT FOR DELIVERY
TO THAT AGENCY BY THE UNITED STATES SECRETARY OF THE INTERIOR PURSUANT TO
ARTICLE II(B)(6) OF THE DECREE. THESE BANKING AGREEMENTS MAY PROVIDE THAT
DURING YEARS WHEN THE SECRETARY OF THE INTERIOR HAS DECLARED A SHORTAGE ON
THE COLORADO RIVER, NO DECREASE IN ARIZONA DIVERSIONS SHALL BE REQUIRED.

E. EACH INTERSTATE BANKING AGREEMENT SHALL SPECIFY THAT IF THE
CALIFORNIA OR NEVADA AGENCY BREACHES THE TERMS OF THE AGREEMENT THE AUTHORITY
SHALL CEASE CREATING UNUSED ENTITLEMENT FOR THAT ENTITY UNTIL THE BREACH IS
CURED.

45-2472. Distribution of Tong-term storage credits

A. THE AUTHORITY MAY DISTRIBUTE LONG-TERM STORAGE CREDITS ACCRUED
THROUGH THE USE OF MCNIES PAID BY CALIFORNIA AND NEVADA AGENCIES PURSUANT TO
INTERSTATE BANKING AGREEMENTS TO CAWCD OR OTHER USERS OF COLORADO RIVER WATER
IN THIS STATE, IF BOTH OF THE FOLLOWING APPLY:
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1. CAWCD OR OTHER WATER USER AGREES TO USE THE LONG-TERM STORAGE
CREDITS TO REPLACE DIVERSIONS THAT OTHERWISE WOULD HAVE BEEN MADE FROM THE
COLORADO RIVER.

2. CAWCD OR OTHER WATER USER AGREES TO REDUCE ITS DIVERSION OF
COLORADO RIVER WATER IN YEARS IN WHICH THE AUTHORITY IS OBLIGATED TO RECOVER
STORED WATER ON BEHALF OF A CALIFORNIA OR NEVADA AGENCY IN AN AMOUNT
EQUIVALENT TO THE LONG-TERM STORAGE CREDITS DISTRIBUTED.

B. THE AUTHORITY MAY PAY FROM THE MONIES COLLECTED FROM THE CALIFORNIA
OR NEVADA AGENCY IN THE BANKING FUND TO CAWCD OR OTHER USERS OF COLORADO
RIVER WATER THAT HAVE AGREED TO REDUCE DIVERSIONS FROM THE COLORADO RIVER IN
ACCORDANCE WITH SUBSECTION A THE AMOUNT NECESSARY TO COMPENSATE CAWCD OR
OTHER WATER USER FOR INCREASED COSTS INCURRED IN RECOVERING AND USING THE
STORED WATER IN PLACE OF DIVERTING COLORADO RIVER WATER.

Sec. 17. Section 48-3710, Arizona Revised Statutes, is amended to
read:

48-3710. Oroanization of board:; oath; bond; Arizona water

bankina authority

A. Not later than thirty days after appointment of the initial board,
and after each election for directors, the board shall meet and select a
president, vice-president and a secretary from its membership. Each director
shall qualify by taking and subscribing an official oath of office as
prescribed by title 38, and executing a bond to the state in an amount of ten
thousand dollars conditioned for the faithful performance of the duties of
his office.

B. THE PRESIDENT OF THE BOARD SHALL SERVE OR APPOINT A REPRESENTATIVE
TO SERVE ON THE ARIZONA WATER BANKING AUTHORITY COMMISSION. IF THE PRESIDENT
APPOINTS A REPRESENTATIVE, THAT REPRESENTATIVE SHALL SERVE ON THE ARIZONA
WATER BANKING AUTHORITY COMMISSION UNTIL REMOVED BY THE PRESIDENT.

Sec. 18. Section 48-3713, Arizona Revised Statutes, 1is amended to
read:

48-3713. Powers of district

A. The district, acting through its board, shall:

1. Enter into a contract or contracts with the secretary to accomplish
the purposes of this chapter.

2. Provide for the repayment of construction costs, interest and
annual operation, maintenance and replacement costs allocated to the district
and payment of administrative costs and expenses of the district.

3. Levy an annual tax to defray district costs and expenses and to
effect repayment of a portion of the district's obligation to the United
States. Such tax levy shall not exceed ten cents per each one hundred
dollars of assessed valuation of the taxable property within the district.

4. Establish and cause to be collected charges for water consistent
with federal reclamation law and contracts entered into between the district
and the secretary pursuant to this chapter.
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5. Cooperate and contract with the secretary to carry out the
provisions of the reclamation act of June 17, 1902 (32 Stat. 388)., and acts
amendatory thereof or supplementary thereto, including the Colorado river
basin project act (82 Stat. 885).

6. Establish and maintain reserve accounts in amounts which may be
required by any contract between the district and the secretary and in such
additional amounts as may be deemed necessary to accomplish the purposes of
this chapter.

7. COORDINATE AND COOPERATE WITH THE ARIZONA WATER BANKING AUTHORITY.

B. The district, acting through its board, may:

1. Contract with the United States to be the operating agent of the
central Arizona project and to maintain all or portions of the project and
subcontract with others for the operation or maintenance of portions of the
project.

2. Acquire in any lawful manner real and personal property of every
kind necessary or convenient for the uses and purposes of the district.

3. Acquire electricity or other forms of energy necessary for the
operation of the central Arizona project.

4. Contract for or perform feasibility studies of water storage,
storage facilities and recovery wells.

5. Acquire, develop, construct, operate, maintain and acquire permits
for water storage, storage facilities and recovery wells pursuant to title
45, chapter 3.1 using surplus central Arizona project water.

6. Enter into contracts to acquire, permit, develop, construct,
operate and maintain water storage, storage facilities and recovery wells
with any person pursuant to title 45, chapter 3.1. Such projects may utilize
water, including central Arizona project water, which such persons have the
right to store pursuant to title 45, chapter 3.1. :

7. Plan, analyze, propose, apply for, construct, operate, maintain and
dismantle state demonstration projects for water storage and recovery under
title 45, chapter 3.1, article 6.

8. Acquire real property for state demonstration projects for water
storage and recovery under title 45, chapter 3.1 by purchase, 1lease,
donation, dedication, exchange or other lawful means in areas suitable for
demonstration projects for water storage and recovery of state water in
counties in which the district has water transportation facilities.

9. Advance monies necessary for the idinstallation, construction,
repair, maintenance or replacement of capital improvements related to any
water storage, storage facilities and recovery wells or any other
replenishment activities of the district undertaken pursuant to article 4 of
this chapter. Monies advanced under this paragraph bear interest as
determined by the board. Repayment of the advances shall be amortized over
the useful life of the capital improvements, as determined by the board.
Utilization of excess capacity in a state demonstration project for
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replenishment purposes pursuant to section 48-3772, subsection B, paragraph
8 does not constitute the advancement of monies under this paragraph.

10. Advance monies for the payment of the operation and administrative
costs and expenses of the district relating to performance of the groundwater
replenishment obligations under article 4 of this chapter and including
reasonable reserves. Monies advanced under this paragraph shall bear
interest as determined by the board. Repayment of the advances may be
amortized over a reasonable period, as determined by the board.

11. Assign to the account of the district at fair value long-term
storage credits, as defined in section 45-802.01, held by the district.

12. PROVIDE TECHNICAL AND OPERATIONAL SUPPORT TO THE ARIZONA WATER
BANKING AUTHORITY AND SHALL BE REIMBURSED BY THE ARIZONA WATER BANKING
AUTHORITY FOR PROVIDING THAT SUPPORT.

C. The authority granted under title 45, chapter 3.1, article 6 does
not authorize the district to withdraw and use groundwater that exists
naturally in the basin in which the stored water is located. The authority
provided in subsection B, paragraph 7 of this section is in addition to and
distinct from any authority granted to the district by subsection B,
paragraphs 5 and 6 of this section.

D. The functions of the district under subsection B, paragraph 5 of
this section may be performed on behalf of the district by other persons
under contract with the district.

E. The district may enter into and carry out subcontracts with water
users for the delivery of water through the facilities of the central Arizona
project. Such contracts as may be entered into between the district and the
secretary and between the district and water users shall be subject to the
provisions of the Colorado river basin project act (P.L. 90-537; 82 Stat.
885). Before entering into such contracts the district shall determine that
the proposed contract or proposed amendment, and all related exhibits and
agreements, have been submitted to the director as required by section
45-107, subsection D.

F. The district may not sell, resell, deliver or distribute
electricity to others. However, the district may, in conjunction with any
other marketing entity or entities, be a marketing entity under section 107
of the Hoover power plant act of 1984 (P.L. 98-381; 98 Stat. 1333) solely for
the limited purposes of establishing and collecting the additional rate
components authorized by that act and may enter into contracts for that
purpose. This subsection does not limit the authority of the district under
subsection B, paragraph 3 of this section and does not prohibit the United
States western area power administration or the Arizona power authority from
making incidental disposition of power acquired by the district for purposes
of operating the central Arizona project but not needed by the district for
such purposes.
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Sec. 19. Section 48-3713.01, Arizona Revised Statutes, is amended to
read:

48-3713.01. Additional authority and 1limitations regarding

water storaage

A. Except for water storage undertaken for replenishment purposes
pursuant to article 4 of this chapter AND WATER STORAGE UNDERTAKEN IN
COOPERATION WITH THE ARIZONA WATER BANKING AUTHORITY PURSUANT TO TITLE 45,
CHAPTER 14, water storage undertaken by the district pursuant to section
48-3713, subsection B, paragraph 5 shall be limited to that which benefits
holders of central Arizona project water services subcontracts.

B. The charges to be assessed to the purchasers of water recovered
pursuant to title 45, chapter 3.1 shall include the cost of acquiring,
developing, constructing, operating and maintaining the water storage.

C. The revenues obtained pursuant to subsection B of this section
shall be placed into a separate account by the district. Revenues shall be
used to offset the levy of the district pursuant to section 48-3715 on a
schedule adopted by the district to the extent that revenues from levies made
pursuant to section 48-3715 were used to acquire, develop, construct, operate
or maintain the water storage.

D. Water storage of central Arizona project water by the district
pursuant to this section is limited to water which would otherwise not be
delivered to central Arizona project subcontractors for direct use. -—ard
sHeh—water—Sshatt-ret—be—purehasea—by—the-gistrict—at—aprice—tess—thar—the
prtee—-ef-equivalent-centrat-Arizona—prodect—agricuttural-—water-delivered—at
the-sofe-5i1te—tretudirg the—Ffutl—Fixed-operction—ond-matntenance—eostr

E. In connection with the development and operation of water storage,
the district may acquire outside of an active management area by purchase,
donation, dedication, exchange or other lawful means, except by eminent
domain, authority to recover stored water pursuant to title 45, chapter 3.1.

F. The district may enter into an idintergovernmental agreement,
pursuant to title 11, chapter 7, article 3, with the county in which any
property, or interest in property, acquired under this section is located to
require the district to pay to the county contributions in lieu of taxes on
the property, or interest in property. The amount of the contribution shall
be determined according to the procedures in section 42-257. If the district
and the county have entered into such an intergovernmental agreement, the
property, or interest in property, acquired under this subsection is deemed
to be taxable property in the county only for purposes of determining the
county’'s levy 1limit under section 42-301 and the distribution of state
transaction privilege tax revenues to the counties under section 42-1341,
subsection C, paragraph 3, subdivision (a), item (i).

G. The district may expend any money received to pay any cost of
acquisition, development, construction, operation and maintenance for water
storage, storage facilities and recovery wells authorized pursuant to this
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section from sources including district taxes, bond proceeds from bonds
authorized pursuant to section 48-3713, subsection B, paragraph 5 and
municipal and industrial water service contract revenues not otherwise
pledged to other obligations of the district.

H. The board may authorize, issue and sell negotiable revenue bonds
to provide monies to acquire, develop, construct, operate and maintain by
purchase or lease any water storage, storage facilities and recovery wells
authorized by section 48-3713, subsection B, paragraph 5. The bonds may be
in one or more series and may be secured by revenues received pursuant to the
contracts authorized by this section or section 48-3713.02. The district
shall not have outstanding at any one time bonds issued pursuant to this
section having an aggregate par value in excess of thirty-five million net
of original use discount and any reserve and sinking funds securing said
bonds. The bonds may have different dates, be payable in a medium and at
different places, have reserve or sinking funds, carry registration
privileges, bear a rate or rates of interest which may vary from time to
time, but which shall not exceed twelve per cent per annum, contain terms,
covenants and conditions, be in a form, be executed in a manner and sold at
prices as the board may prescribe. The issuer may assign its interest in any
or all revenues, contracts and reserve or sinking funds securing any bonds
to a bank or trust company doing business in this state that shall act as
indenture trustee. The resolution of the board or the trust indenture
authorizing the issuance of the bonds may contain such covenants, conditions
and provisions as the board deems necessary to secure the bonds. The board
is also authorized to purchase credit or liquidity enhancement and to expend
bond proceeds or contract revenues to aid such purchase. The board is
authorized, in its discretion, to employ such consultants, experts or agents
and to expend bond proceeds or contract revenues to pay any and all fees and
expenses of bond issuance and administration.

I. Bonds issued under the provisions of this section shall be legal

investments for all banks., trust companies and insurance companies organized

and operating under the laws of this state. The bonds and interest thereon
shall be paid solely in accordance with their terms and shall not be
obligations general, special or otherwise of this state or any political
subdivision other than the issuer. The issuer shall not in any event be
liable for the payment of the principal of or interest on the bonds from any
source of revenues other than those pledged for the payment of the bonds.
The holder of the bonds shall never have the right to compel any exercise of
the taxing power of the state, any political subdivision thereof or the
issuer to provide for payment of the bonds or to pay any claim arising of any
nature with respect to the issuance or sale of the bonds. The bonds shall
never be construed to constitute an indebtedness of the issuer within the
meaning of any constitutional or statutory debt or spending limitations.
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Sec. 20. Section 48-3713.02, Arizona Revised Statutes, is amended to
read:

48-3713.02. Additional authority recardina water storaae

A. The district may enter into a contract with the state, THE ARIZONA
WATER BANKING AUTHORITY, a county, a municipality or another person to
develop, acquire, construct, operate or maintain water storage, storage
facilities and recovery wells pursuant to title 45, chapter 3.1 on behalf of
the state, THE ARIZONA WATER BANKING AUTHORITY, A county, A municipality or
ANY other person. With respect to such agreements or contracts, the state,
THE ARIZONA WATER BANKING AUTHORITY, A county, A municipality or ANY other
persons shall pay all costs relating to such water storage, storage
facilities and recovery wells, including their proportional share of the
costs that the district incurred under section 48-3713.01.

B. The contract shall contain the further provision that use of
central Arizona project facilities for any purpose under this section shall
not interfere with deliveries to central Arizona project subcontractors for
direct use.

C. Any contract executed by the district under this section with a
central Arizona project subcontractor shall contain the provision that in any
year in which the amount of Colorado river water available for delivery to
central Arizona project subcontractors is one million five hundred thousand
acre-feet or less, central Arizona project water allocated to the
subcontractor to be used for any water storage under this section will be
limited to water which would otherwise not be delivered for direct use to
other central Arizona project subcontractors, except that after December 31,
1993, central Arizona project water allocated to the subcontractor to be used
for any water storage under this section will be limited to water which would
otherwise not be delivered for direct use to other central Arizona project
subcontractors serving water in the same active management area. Nothing in
this subsection shall be construed to affect the subcontract rights of
central Arizona project subcontractors.

D. The contract may include a provision to require the district to pay
to the county contributions in lieu of taxes on any property., or interest in
property, acquired under this section. The amount of the contribution shall
be determined according to the procedures in section 42-257. If the contract
contains such a provision, the property, or interest in property, acquired
under this section is deemed to be taxable property in the county only for
purposes of determining the county's levy 1imit under section 42-301 and the
distribution of state transaction privilege tax revenues to the counties
under section 42-1341, subsection C, paragraph 3, subdivision (a), item (i).
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Sec. 21. Section 48-3715, Arizona Revised Statutes, is amended to
read:

48-3715. Tax levy

A. On or before the second Monday in August of each year, the clerk
of the county board of supervisors of each county within the district shall
certify to the district board the total assessed valuation of all taxable
property in the county. On or before the third Monday in August of each
year, the district board shall fix the amount to be raised by direct taxation
for the purpose of carrying out the provisions of this chapter, and shall
levy a tax sufficient to raise such amount. Such tax shall not exceed ten
cents on each one hundred dollars of assessed valuation in the district. The
district board shall forthwith certify such tax rate to the board of
supervisors of each county within the district, which boards at the time of
levying general county taxes shall levy and cause to be collected taxes on
the taxable property within such county at the tax rate fixed by the district
board. The tax when collected shall be paid to the state treasurer and be
credited to the district fund to be expended by the district only for
purposes authorized by this chapter, which shall include costs and expenses
of administration.

B. The district board shall charge and collect a fee in lieu of taxes
paid pursuant to subsection A for each acre-foot of central Arizona project
water purchased or leased and delivered to or credited to a purchaser or
lessee. The amount of this fee shall be computed by dividing the sum of the
taxes levied in each county within the district pursuant to subsection A in
the year in which the fee is charged by the amount of Colorado river water
available for diversion into the central Arizona project as determined by the
secretary during that year. This fee does not apply to:

1. Indian tribes with respect to water used directly on Indian
reservation land in this state or on 1and owned in this state by the Indian
tribe.

2. MWater service providers whose customers are real property owners
within the service area of the district and who pay the tax levied pursuant
to subsection A. For purposes of this paragraph, "water service provider"
means any person that has any obligation or duty of any nature to deliver
water within the district's service area.

3. Persons who have entered into a contract with the district under
which they agree to make payments in lieu of the tax levied pursuant to
subsection A.

4. Persons that are real property owners within the service area of
the district and that will use the water within the district's service area.

5. THE ARIZONA WATER BANKING AUTHORITY IF THAT AUTHORITY IS ACQUIRING
WATER THAT WILL BE USED FOR THE BENEFIT OF THOSE PERSONS PRESCRIBED IN THIS
SUBSECTION.
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Sec. 22. Section 48-3715.02, Arizona Revised Statutes, is amended to
read:

48-3715.02. Tax levy for water storage

A. Until January 1, 1997, the following applies:

1. On or before August 19, 1991, August 17, 1992, August 16, 1993,
August 15, 1994 and August 21, 1995 the district board shall fix the amount
to be raised by direct taxation in the respective tax year for the purpose
of carrying out section 48-3713, subsection B, paragraphs 7 and 8 and shall
levy a tax, based on the assessed valuation certified under section 48-3715,
sufficient to raise that amount, except that this tax shall not:

(a) Exceed four cents per one hundred dollars of assessed valuation
in the district.

(b) Be levied in any county in the district in which the annual water
allocation by the United States secretary of the interior of central Arizona
project water for municipal and industrial uses is less than fifty thousand
acre-feet.

2. The district board shall certify the tax rate to the board of
supervisors of each county in the district in which the district board levies
this tax, and the boards of supervisors at the time of levying general county
taxes shall levy and cause to be collected taxes on the taxable property in
the county at the tax rate fixed by the district board. The tax when
collected shall be paid to the state treasurer and shall be credited to the
state water storage fund established by section 45-897.01. Al11 taxes levied
pursuant to this section in counties having a population greater than five
hundred thousand but less than one million five hundred thousand persons
according to the most recent United States decennial census shall be
deposited in account A of the fund established by section 45-897.01. A1l
taxes levied pursuant to this section in counties having a population greater
than one million five hundred thousand persons according to the most recent
United States decennial census shall be deposited in account B of the fund.

B—Beginning—danvary—1—1997—the-follewing-appliess

- B. BEGINNING IN 1996, in addition to the tax authorized in
sections 48-3713 and 48-3715, on or before the second Monday in August of
each year, the district board shall fix the amount to be raised by direct
taxation in the respective tax year for the purpose of carrying out section
48-3715.03 and shall levy a tax based on the assessed valuation certified
under section 48-3715 sufficient to raise that amount, except that this tax
shall not exceed four cents per one hundred dollars of assessed valuation in
the district.

2= C. The district board shall certify the tax rate FIXED PURSUANT
TO SUBSECTION B OF THIS SECTION to the board of supervisors of each county
in the district, and the boards of supervisors at the time of levying general
county taxes shall levy and cause to be collected taxes on the taxable
property in the county at the tax rate fixed by the district board. The tax
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when collected shall be paid to the state treasurer and shall be credited ==
the-mutti—eourty—water~stoPase—furd—estadbrished-by AS PRESCRIBED BY section
48-3715.03. APi—toxes—Ieviec-pursueht—te—this—seetion—th-eounties—harifg—a
FeptIcTien-ef-rnore—than-five-hungred-thouseng-but-tess-thar-oRe-mitien—Fivye
RuRePeS-theotseae-persons—aeecorgdiRg-to-the-rost-recent-Urited-States-deeennsar
eeRsts—Sshat—be—depostted—in—accouht—A—of—the—fund—established-by—seetien
£8-3735-83—AI—taxes—tevies-pursuant—to-this-seetion-in-covnties—havrins o
popelaTion-srestep-thapr-ore-Ai11ter—five-hundred-theusahd-persons—aceoraing
teo—the—most—Pecent—trited—States—deeenniat—eensus—Sshali—be—depesited—in
aeeourt-B-of-the-furd—Al—taxes—tevied—pursuant-—to-this-seetten—+tr-couhties
Frrirg—a-popeletren—ef-tess—thar—five—hundred-theusehd-—personrs—aecopding—=te
the-fest—recert—taitee-States—decerntat—eersts—Sshati—be—depesited-iA—aeeounRt
E-of-the-funa- i

Sec. 23. Laws 1994, chapter 278, section 14, is amended to read:

Section 48-3715.02, Arizona Revised Statutes, as amended by this act,
is repealed from and after January 1, 2863 2017.

Sec. 24. Section 48-3715.03, Arizona Revised Statutes, is amended to
read:

48-3715.03. Arizona water banking fund:; disbursement of monies

A—Fhe-metti-eounty—water—storage—fund—3s—estadtished-—Fn—-the-state
EPeastPy——Hhe—gistriet—shati—adRrintster—the—furd—as—preovided—in—this
seetior—Fhe—fRutti—eotrty—water—sterege—fund-—shati—be—divided—into—three
Teeounts—ene—aeeount—for-the-berefit—ef-counties—thot—are-in—the-discries
are-that-havre—a-poptiation—of-meore—thar—five—hurdred-theusard—but-tess—than
ehe—mitt+on—five—hundred—thousend—persens—one—account—Ffor—the-berefit—of
counties—that-apre-th-the-distriet—and-that-hare-a-popuiacion—oF-more—than-ohe
it ien—five—pundred—thousond-persoRS—aRd—oRe—aecount—for—the—benrefit—of
eoupties—that—are—tn—the—distriet—and—thet—have—ao—peputatien—ef—tess—than
five-hundred—thousand—persons—aeeereirg—to—the-MRost—recent—tUnited—States
decenniat—eensus——Fhese—gecounts—shall—be—referpred—to—respeetively—as
Feecthts-Ar—B-and-E—Fhe-furd—and-the—secounts—within-the-furd—econrstst—ef
mertes—appropriated—by-the-legistature—and—taxes—evied—pursuant—to—seetion
48-3715-82—subseetion-B-after-Becember-23—19536——MNonies—appropriated-by-the
tegistature—shati—be—eredited—to—the—separate—aeeounts—as—provided—by—the
tegistature—Taxes—tevied-puprsuant—te—seerion—48-3715-82—subsection—B-shald
be—eredited-to—the-separete—aecounts—based—on—the—eourty—ta—whiech-the—taxes
are—eotleeted—as—previded—ir—seetion—48-3115-82—Honies—ir—the—fund—are
exerpt—from—tapsing—under-seetion—35-198—1interest-earres—onmontes—ia—the
furd-shalt-be-eredited-to-the-fund—and-to—the—Separate-geeounts—in-proportien
to-the-bataree—ef-cach—oeeounrts

B—Except—as—previded—ia—Sstubseetion—E-ef-this-seetien—the-furd—shatd
be-t#sed-to-pay-capitat—operation—MmatRtenance—andothereos5ts,—tretuding-the
£o5ts—gf-exeess—eentrat—Arizera—preject-water—ef—undererouna—Sstorage—and
Feeovery—projeets—epereted-by—the-distpiet—pursuant-to—permrits—issued—under
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Hele—45—ehepter—3—arsiele—t—Mentes—frem—soch—eceoshrt—Sshart—be—wsed
PHPsHaRt—Ee—this—S5subseetier—onrtyr—foPr—uRdePrSPOHRE—STOPRSe—IRG—PESEYERY
prejeets—tecated—Th—the—couRrty—that—t5—to—Serefit-—from-that-aceotnt-

& A. The district's board of directors fay-erder-Sy—resotuticn—thst
FtI—-er-ary—part—of-the—Ronies—ther—+tr—er—thereafter-depesited—cp-credited-ta
+he—furd SHALL ANNUALLY DETERMINE BY RESOLUTION WHETHER ALL OR ANY PART OF
THE TAX LEVIED PURSUANT TO SECTION 48-3715.02, SUBSECTIONS B AND C SHALL be
applied to the repayment of the construction costs of the central Arizona
project including interest owed on district repayment contracts or to the
annual operation, maintenance and replacement costs of the central Arizona
project. IF WHEN the district's board adopts such a resolution, aré¢-delirers
a certified copy OF THE RESOLUTION SHALL BE DELIVERED to the state
treasurers— AND those monies SPECIFIED IN THE RESOLUTION shall be trarsferred
to—the—distriet—Ffepr—depesit DEPOSITED in the district fund established
pursuant to section 48-3712, subsection A, paragraph 5. Fhe-distrietis—beerd
ef-gtreetors—may—neRe—the—pesetuttor—Fren—time—to—time—oP-May-—reseind—<he
resetHETeR—TE-aRy-tiRe—after—its—adoptien-

B. ANY TAXES THAT ARE LEVIED PURSUANT TO SECTION 48-3715.02,
SUBSECTIONS B AND C AND THAT ARE NOT DEPOSITED IN THE DISTRICT FUND
ESTABLISHED PURSUANT TO SECTION 48-3712, SUBSECTION A, PARAGRAPH 5 SHALL BE
DEPOSITED BY THE STATE TREASURER IN THE ARIZONA WATER BANKING FUND
ESTABLISHED BY SECTION 45-2425.

Sec. 25. Modification of second manacement plans: procedures

The director of water resources may modify a management plan adopted
by the director’s final order of adoption for the second management period
for an active management area to modify the augmentation fund and grant
program to conform with this act. The modification may be made without
complying with any requirements prescribed in section 45-572, Arizona Revised
Statutes. Notice of the modification shall be given by first class mail to
the Tast known address of the person prescribed in section 45-564, subsection
B, paragraph 2, Arizona Revised Statutes. If the director modifies the
management plan pursuant to this section, the modification is effective on
the date of the order modifying the management plan. The director's decision
under this section is not subject to administrative or judicial review.

Sec. 26. Appropriation; purpose

The sum of $2,000,000 is appropriated from the state general fund for
fiscal year 1996-1997 to the Arizona water banking fund established by
section 45-2425, Arizona Revised Statutes, to carry out the purposes of this
act.

Sec. 27. Arizona r_bankin uthori u ission

A. The Arizona water banking authority study commission 1is
established. The purpose of the commission is to:
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1. Study the existing powers and duties of the water banking authority
during the first year of operation and make recommendations regarding any
necessary changes to the existing powers and duties.

2. Study the opportunities for additional water banking authority uses
within Arizona and in cooperation with California and Nevada.

3. Identify appropriate mechanisms that will enable Indian communities
that hold entitlements to Colorado river water to participate in water
banking with the Arizona water banking authority.

4. Make recommendations for continuation or modification of the tax
collected pursuant to section 48-3715.02, Arizona Revised Statutes.

B. The study commission consists of the members of the Arizona water
banking authority commission and nine additional members appointed by the
director of water resources. The director of water resources shall serve as
chairperson of the study commission. The members appointed by the director
shall represent municipal and industrial water users, agricultural water
users including those that do not use the central Arizona project facilities,
persons interested in central Arizona project issues, persons interested in
Colorado river issues, persons from Indian communities in this state and
persons affiliated with environmental interests. All members appointed by
the director shall be knowledgeable in water resource management in this
state.

C. The department of water resources shall provide staff support for
the study commission.

D. The study commission shall file with the legislature an interim
report of its activities by November 1, 1997, and shall report its final
findings and recommendations to the legislature by November 1, 1998.

Sec. 28. Delaved repeal

Section 27 of this act is repealed on February 1, 1999.

Sec. 29. Initial Arizona water bankina authority commission

member terms

Notwithstanding sections 45-2421 and 45-2422, Arizona Revised Statutes,
the governor shall promptly nominate Arizona water banking authority
commission members appointed pursuant to section 45-2421, subsection B,
paragraphs 4 and 5, Arizona Revised Statutes, to serve pending confirmation
pursuant to section 38-211, Arizona Revised Statutes, beginning on the first
Monday in July, 1996. A1l other Arizona water banking authority commission
members shall also begin to serve on the first Monday in July, 1996.

Sec. 30. Requirements for enactment

Pursuant to article IX, section 22, Constitution of Arizona, this act
is effective only on the affirmative vote of at least two-thirds of the
members of each house of the legislature and is effective immediately on the
signature of the governor or, if the governor vetoes this act, on the
subsequent affirmative vote of at least three-fourths of the members of each
house of the legislature.

APPROVED BY OR APRIL'30, 1996

FILED IN THE OFFICE OF THE SECR STATE APRIL 30, 1996





