Arizona Water Banking Authority
500 North Third Street, Phoenix, Arizona 85004
Telephone (602) 417-2418
Fax (602) 417-2401
Web Page: www.awba.state.az.us

PLEASE POST
NOTICE OF PUBLIC MEETING

Pursuant to A.R.S. § 38-431.02, notice is hereby given that there will be a meeting of the
Indian Firming Technical Committee on Monday, August 11, 2003, at 1:00 p.m., at the
Arizona Department of Water Resources, 500 North Third Street, Phoenix Arizona
85004, third floor conference room. The meeting is open to the general public. A copy of
the agenda for the meeting is posted below.

Dated this 31* day of July 2003

ARIZONA WATER BANKING AUTHORITY
INDIAN FIRMING TECHNICAL COMMITTEE MEETING

*DRAFT AGENDA
L. Introduction/Purpose
I Committee Structure/Objectives

i Overview of Firming Obligations and Southside Replenishment
Obligation

V. Review Schedule/Tasks
V. Review of Current Statutory Authorities

VL. Discussion for Next Meeting
= |dentify Assumptions to Quantify Firming Volume (Task 1)

VII.  Schedule of Upcoming Meetings

#This is a tentative agenda that is subject to change prior to the scheduled meeting date. Please contact the AWBA at (602) 417-2413
24 hours in advance of meeting for final agenda.

Persons with a disability may request a reasonable accommodation, such as a sign language interpreter, by
contacting Nan Flores (602) 417-2418. Requests should be made as early as possible to allow time to arrange the
accommodation.

Public parking at the Arizona Department of Water Resources is limited to the first level only. Please do not park in
any parking spaces marked RESERVED or beyond the first level. The public is asked to park at the surface parking
lots located west of the building on Second Street and Fillmore or south of the building on Third Street and Taylor.



Indian Firming Technical Committee
Objectives

1)Identify the specific volume of water needed to be
firmed to meet the obligations of the Act;

2)Identify the water supply available to meet the
firming obligation and the Southside Replenishment

Bank obligation;
3)Identify funding sources; and

4)Identify a list of recommended approaches,
including method, costs, water supplies, and
institutional challenges, that can be considered by
staff in developing a recommendation that will
provide the State with an efficient and economically
feasible approach in meeting its obligations under
the Arizona Water Settlement Act and the Gila River
Indian Community Water Right Settlement

Agreement.

IFTC Objectives 8-11-03



Tasks for AWBA Technical Committee
on
Indian Firming & Southside Replenishment Program
DRAFT 07-29-03

TASK 1: QUANTIFY FIRMING VOLUMES
(August — September)
¢ Review operational model and functions
e Review range of assumptions & sensitivities
o Develop scenarios & assumptions for operation model
¢ Quantify the volume of water necessary to meet firming obligation

TASK 2: IDENTIFY WATER SUPPLY

(September — November)

e Review current demands for existing contracted supplies
e CAP
e Effluent
e Others??

e Review projected demands for existing contracted supplies

e Review demands for undeveloped supplies (if any)

« Identify projected excess supply availability and existing demands
for that supply

¢ Identify supply available to meet firming obligation and Southside
Replenishment Bank

TASK 3: IDENTIFY FUNDING SOURCES
(September — October)
e Review Current Sources and Projected Utilization
¢ Identify Other Options for Funding
¢ Identify Appropriate Sources

TASK 4A: IDENTIFY OPTIONS FOR FIRMING
(September — December)
e Mechanism(s)

Cost

Supply

Statutory Authority

Develop Ranking Criteria and Rank Options

TASK 4B: IDENTIFY OPTIONS FOR SOUTHSIDE REPLENISHMENT BANK
(October - November)
e Mechanism(s)

Cost

Supply

Statutory Authority

Develop Ranking Criteria and Rank Options
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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 water users within the Central Arizona project service area also rely on
other surface water supplies, that these supplies are susceptible to future shortages of water and that these shortages
are a threat to the general economy and welfare of this state and its citizens.

C. 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.




D. The legislature further finds that Arizona water users could more efficiently manage, distribute and use
available water resources through the storage of water supplies and through stored water lending arrangements, but
that not all of these Arizona water users have the opportunities or resources needed to store water or enter into stored
water lending arrangements.

E. 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.

F. 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.

G. 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.

3. Provide the opportunity to facilitate the storage of water and stored water lending arrangements by
entities in Arizona that m t have the opportunities or resources needed to store water.

H. 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 ti

o implement the settlement of water tigl in communitl 7
5. Provide the opportunity to authorized agencies in the states of California and Nevada to store otherwise
unused Colorado river water in Arizona to assist those states in meeting future water needs.

6. Provide the opportunity to facilitate the storage of water and stored water lending arrangements by
entities in Arizona that may not have the opportunities or resources needed to store water.

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).

6. "Water banking services” means services provided by the authority to persons and Indian communities
in this state to facilitate for those persons and Indian communities storage of water and stored water lending
arrangements. Water banking services include only arrangements by which water will be made available for use in
this state. Water banking services do not include interstate water banking undertaken by the authority pursuant to
article 4 of this chapter. Water banking services may include:

(a) Storage of water.

(b) Obtaining water storage permits.

(¢) Accruing, exchanging and assigning long-term storage credits.

(d) Lending and obtaining repayment of long-term storage credits.

7. "Water banking services agreement” means an agreement entered into between the authority and a
person or Indian community in this state under which the authority will provide water banking services to that

person or Indian community.



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.

45-2422. Organization 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.
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. Administer zona water banking fund in accordance with this chapter.
2. Coordinate its staffing needs with the director and CAWCD.

. Coordinate the storage of wate istribution and extingui
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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 and all records, reports and other information relating to its work and
programs in permanent form, systematically indexed and filed.

B. The authority, ou _may:
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(e) 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.

(D) Store Colorado river water in Arizona on behalf of appropriately authorized agencies in California and
Nevada.

(g) 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 in which California and Nevada agencies are contractually
authorized to call on the water stored on their behalf by the authority.

(h) 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.

8. Sue and be sued.

9. 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 expertise in the annual operation and capacity of the central Arizona
project aqueducts and on the use of those aqueducts to fulfill the purposes 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

4



the cawed with monies from the banking fund for the services provided the authority in accordance with an adopted
budget.

45-2425. Arizona water banking fund

A. The Arizona water banking fund is established and shall include subaccounts based on funding sources.
The authority shall administer the banking 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 banking fund in accordance with section 48-3715.03, subsection B.

6. Monies paid to the authority by agencies that have entered into interstate water banking agreements with
the authority in accordance with section 45-2471.

7. Monies paid to the authority by persons and Indian communities in this state that have entered into
water banking services agreements with the authority in accordance with section 45-2458.

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. On notice from the
authority, the state treasurer shall invest and divest monies in the fund as provided by section 35-313, and monies
earned from investment 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 in 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 July 1 of each year a report containing a full and complete account of its
transactions and proceedings for the preceding calendar year.
. The report shall contain all of the following:
An accounting of all monies expended from the banking fund.
An accounting of all monies in the banking fund remaining available to the authority.
The amount of water stored by the authority.
The number of long-term storage credits distributed or extinguished by the authority.
The purposes for which long-term storage credits were distributed or extinguished by the authority.
. A description of the water banking services and interstate water banking to be undertaken by the
authority during the following ten year period, and a projection of the capacity of the authority during that period to
undertake those activities in addition to storing Colorado river water brought into the state through the central
Arizona project for all of the following purposes:
(a) Protecting this state’s municipal and industrial water users against future water shortages on the
Colorado river and disruptions of operation of the central Arizona project.
(b) Fulfilling the water management objectives of this state as set forth in chapter 2 of this title.
(c) Making water available to implement the settlement of water rights claims by Indian communities
within this state.
7. Any other matter determined by the authority to be relevant to the policy and purposes of this chapter.

SNl el e~

45-2427. Limitation on powers

A. This chapter does not authorize the authority to exercise any right of eminent domain. B

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.




D. The authority shall not enter into water banking services agreements that will provide water for use
outside this state. The authority may cancel any water banking services agreement without penalty or further
obligation if after entering into a water banking services agreement, the authority finds that the agreement will
provide water for use outside of this state. Notice of this subsection shall be included in every water banking
services agreement entered into by the authority. The cancellation under this subsection shall be effective when
written notice from the authority is received by all other parties to the water banking services agreement.

ARTICLE 3. WATER BANK PLANNING AND IMPLEMENTATION

45-2451. First year banking program

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 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. In 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.

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.
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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 storage facilities plan

A. The authority shall implement an adopted plan for additional storage facilities.

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.

roundwater savings facilities

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 January 1 of each year, the authority shall adopt a plan of operation for that 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.
The respective costs of storing water at available storage facilities.
The amount of storage allowed by water storage permits held by the authority.
The monies available from the banking fund.
The way in which water stored could be used by the authority to achieve the policy and purposes of this

N o e

chapter.

8. The obligations of the authority under any water banking services agreement into which the authority
has entered.

9. Any other factor the authority determines to be relevant.

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. A projection of long-term storage credits that will be stored, loaned, replaced or distributed pursuant to
any water banking services agreement into which the authority has entered.

9. 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 des1gned to allow the authority to determine which funding source of the

banking fund paid for each long-ter

1. The authorlty shall reserve a reasonable number of Iong -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.

(i) The authority collects reimbursement for the cost to the authority of replacing the long-term storage
credits distributed. The authority may replace the long-term storage credits in any year it deems appropriate but
shall use good faith efforts to replace the long-term storage credits at a reasonable cost to the person who is
responsible for reimbursing the authority for the 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.

(i) The authority does not distribute for this purpose the long-term storage credits reserved in accordance
with paragraph 1.

(iii) The authority collects reimbursement from CAWCD for the cost to the authority of replacing the long-
term storage credits distributed. The authority may replace the long-term storage credits in any year it deems
appropriate but shall use good faith efforts to replace the long-term storage credits at a reasonable cost to CAWCD.

3. The duthomy may dlsmbute or uxtmgm%h long-term storaﬁc credlts accrued w1th 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 manag bjectives set forth in chapter 2 of this title,

5 to meet the | nanagement objt ,, e.

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.

8. For each county within the CAWCD service area, on a determination by the authority that the number of
long-term storage credits accrued with monies deposited in the fund in accordance with section 48-3715.03,
subsection B exceeds the needs specified in paragraph 7 for that county, the authority shall distribute those excess
long-term storage credits to municipal water providers within that county that are at the time of distribution
experiencing surface water supply shortages not associated with the central Arizona project. The authority shall
distribute to each such municipal water provider the lesser of the following number of long-term storage credits:

(a) The total number of credits determined to be available by the authority under this paragraph multiplied
by the percentage produced by dividing a numerator equaling the amount of revenues paid pursuant to section 48-
3715.02, subsections B and C by taxpayers that are within both the boundaries of the municipal provider that is
experiencing the shortage and the boundaries of the surface water supply system that is experiencing the shortage by
a denominator equaling the total revenues paid pursuant to section 48-3715.02, subsections B and C by all taxpayers
that are located within both the boundaries of a municipal water provider and the boundaries of a surface water
supply system in the county. In making these computations, the authority shall use the amounts of revenue paid by
taxpayers during the most recent tax year for which this information is available.

(b) Twenty per cent of the total surface water shortage that the municipal and industrial water provider is
experiencing.

9. The authority shall distribute or replace long-term storage credits accrued with monies collected
pursuant to water banking services agreements in accordance with the terms of those agreements.

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.

45-2458. Water banking services agreements

A. The authority may enter into a water banking services agreement under which the authority will loan
long-term storage credits to a person or an Indian community in this state if all of the following apply:

1. The person or Indian community could have legally obtained the water that was stored to accrue the
long-term storage credits that will be loaned under the agreement, could have accrued, in accordance with chapter
3.1 of this title, the long-term storage credits that will be loaned and could otherwise legally store water in
accordance with the laws of this state.

2. The agreement requires the person or Indian community to pay the authority all costs incurred by the
authority in accruing the long-term storage credits to be loaned under the agreement.

3. The agreement requires that the costs prescribed by paragraph 2 of this subsection for each long-term
storage credit to be loaned under the agreement are to be paid to the authority before the authority distributes the
credits pursuant to the agreement.




4. The agreement requires the person or Indian community to reimburse the authority for the costs of
replacing each long-term storage credit loaned under the agreement, to the extent that cost exceeds the amount paid
in accordance with paragraph 3 of this subsection.

5. The agreement requires the authority to use good faith efforts to replace the long-term storage credits at
a reasonable cost to the person or Indian community.

6. The agreement requires that if the authority is unable to replace the long-term storage credits for any
reason during the ten years following the distribution of the credits, the person or Indian community shall not be
excused from reimbursing the costs specified in paragraph 4 of this subsection, and the person or Indian community
shall pay to the authority at the end of that ten year period the approximate cost the authority will expend in
replacing the credits distributed, less the amount paid pursuant to paragraph 2 of this subsection.

7. The agreement may provide that, subject to approval by the authority, the other party to the agreement
may assign to the authority the number of long-term storage credits loaned to the party in lieu of the party paying the
costs required by paragraphs 4, 5 and 6 of this section.

B. The authority may enter into a water banking services agreement with a person or Indian community to
store water on behalf of the person, Indian community or other beneficiary named in the agreement, if all of the
following apply:

1. The person, Indian community or named beneficiary could legally obtain the water that the authority
will store under the agreement, could accrue long-term storage credits in accordance with chapter 3.1 of this title for
the water to be stored and could otherwise legally store water in accordance with the laws of this state.

2. The agreement requires the person or Indian community entering into the agreement to pay to the
authority all costs that are or will be incurred by the authority in entering into and executing its obligations under a
water banking services agreement.

C. In determining costs of performing water banking services pursuant to subsections A and B, the
authority may include the following costs:

1. The cost of acquiring water.
2. The cost of delivering that water to a storage facility, including fees for the operation, maintenance,

pumping energy and capital costs of the central Arizona project, as established by the CAWCD, and other

aqueducts.
3. The cost of storing water, including construction, operation and maintenance costs associated with using

a storage facility.

4. A fee equivalent to the approximate amount of administrative, legal and technical expenses incurred by
the authority in entering into and executing its obligations under a water banking services agreement.

5. Any additional costs the authority deems necessary to enter into and execute its obligations under a
water banking services agreement.

D. A water banking services agreement shall require a person entering into the agreement to obtain a
performance bond to ensure payment to the authority of all monies owed to the authority under the agreement,
unless the person is an Indian community in this state or a government entity, political subdivision or municipal
corporation organized under or subject to the constitution and laws of this state. If the person entering into the water
banking services agreement is an Indian community in this state or a government entity, political subdivision or
municipal corporation organized under or subject to the constitution and laws of this state, the banking services
agreement may require that person to obtain a performance bond to ensure payment to the authority of all monies
owed to the authority under the agreement.

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.
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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
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.

3. 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 long-term storage credits

A. The authority may distribute long-term storage credits accrued through the use of monies 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:

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.




