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Enclosed is the Annual Report of the Arizona Water Banking Authority (AWBA) for Calendar Year
2001. The Annual Report details the amount of water stored by the AWBA, the monies received and
expended from the banking fund, the remaining funds available to the AWBA and an analysis of
potential AWBA activities for the next ten years. It also provides updated information on AWBA
activities and an overview of the significant achievements of the past year.

The most notable highlight of 2001 was the Agreement for Interstate Water Banking signed by the
parties at a ceremony in Las Vegas, Nevada on July 3, 2001. Although all of the agreements
required by the federal rule regarding interstate water banking have not yet been completed,
execution of this first agreement was a historic event that clearly illustrates Arizona’s commitment to
work cooperatively with the other Basin states in managing the Colorado River resource.

Two other notable events were the drafting of the first water banking services agreement and the first
inclusion of an exchange component in the AWBA'’s plan of operation. Although the water banking
services agreement was not ultimately executed, the draft will be utilized as a template for future
agreements. The use of the exchange mechanism permitted the AWBA to store more than 9,700
acre feet of water at the Granite Reef Underground Storage Project during a CAP planned canal
outage. Absent an exchange mechanism, that water storage would have been lost.

In summary, the past year was highly successful for the AWBA. The AWBA recharged more than
295,000 acre feet of water in Maricopa, Pinal and Pima Counties through recharge at eight
groundwater savings facilities and five underground storage facilities. This includes the first recharge
at the long-awaited Agua Fria Recharge Project. | take great pride in the accomplishments of the
AWBA and | am confident that the AWBA will continue to be a successful and important component
of Arizona’'s water management planning for the future.

_Sineerely,

Joseph C. Smith
Chairman

Enclosure
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Arizona Water Banking Authority Annual Report Requirement

Arizona Revised Statutes § 45-2426 mandates that the Arizona Water Banking Authority (AWBA) file

an annual report with the Governor, President of the Senate and Speaker of the House of

Representatives on or before July 1 of each year for the previous calendar year. The report is

required to be a full and complete account of the AWBA's transactions and proceedings and must

include 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 AWBA.

3. The amount of water stored by the AWBA.

4. The number of long-term storage credits distributed or extinguished by the AWBA.

5. The purposes for which long-term storage credits were distributed or extinguished by the AWBA.

6. A description of the water banking services and interstate water banking to be undertaken by the
AWBA during the following ten year period and a projection of the capacity of the AWBA during
that period to undertake those activities in addition to storing Colorado River water brought into
the state through the Central Arizona Project (CAP) 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 CAP.

b. Fulfiling the water management objectives of the state.

c. Making water available to implement the settlement of water rights claims by Indian
communities within Arizona.

7. Any other matter determined by the authority to be relevant to the policy and purposes of the
AWBA.
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Update

During the previous calendar year, the AWBA continued to work to accomplish its mission of utilizing
the unused portion of Arizona’s 2.8 million acre-foot Colorado River allotment for recharge and
development of long-term storage credits for Arizona’s future use. The recharge that is done by the
AWBA utilizes Colorado River water that would otherwise not be used within Arizona.

The AWBA experienced a change in leadership in 2001 with the resignation of Rita Pearson Maguire
in May. Joseph C. Smith became the new chairman of the AWBA with his appointment as Director of
the Arizona Department of Water Resources (ADWR) by Governor Jane Dee Hull. Prior to this
appointment, Mr. Smith served as Deputy Director of the ADWR for seven years and has served in
State government for more than two decades.

In 2001, the AWBA continued its quarterly meeting schedule with special meetings or subcommittee
meetings scheduled as needed. In addition to the regularly scheduled meetings, there was one
special meeting called on April 9, 2001. This meeting was held to review and approve a water
banking services agreement with the City of Goodyear and to gain approval of the water storage
agreement for the Vidler Water Co. underground storage facility. Also, the final meeting of the
Interstate Water Banking Subcommittee (IWBS) was held on January 24, 2001. At that meeting, it
was determined that sufficient progress had been made and that further action on the interstate
negotiations and agreements would be addressed at the regularly scheduled AWBA meetings. As a
final action, the IWBS directed staff to begin discussion with the Bureau of Reclamation regarding
development of the Storage and Interstate Release Agreement (SIRA). The SIRA is one of the three
agreements needed to initiate interstate water banking.

The issue of firming the on-river municipal and industrial (M&l) uses continued to be discussed
throught 2000 and 2001, primarily in conjunction with discussions regarding interstate water banking.
Specifically, the debate focused on the quantity of credits needed to firm the on-river uses and their
location a1nd disposition as related to water and capacity available for interstate water banking
purposes .

There were no meetings of the Recovery Subcommittee held in 2001.

The agreement for water banking services that was approved for the City of Goodyear on April 9,
2001 was the first agreement to be approved pursuant to the 1999 amendments to the AWBA’s
legislation. When approved by the AWBA, there was some concern whether the City of Goodyear
would execute the agreement in a timely manner. Consequently, a June 20, 2001 deadline for
execution was imposed. Ultimately, the City of Goodyear did not execute the agreement and its
approval was rescinded on June 27, 2001. While the agreement was ultimately not executed, it will
serve as a template for future water banking services agreements.

' At the March 20, 2002 AWBA meeting, the AWBA adopted resolution 2002-1 that established the following: (1) the first
priority of credits accrued with general fund appropriation shall be the development and reservation of a reasonable
number of credits for the benefit of on-river M&I users; (2) the second priority shall be to aid in Indian water rights
settlements; (3) the third priority shall be firming for CAP M&! users; (4) the fourth priority shall be to fulfill water
management objectives; (5) the AWBA shall consider these priorities before distributing credits for any lower priority uses;
and (6) staff shall conduct their planning to effectuate these priorities.
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