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NOSSAMAN, GUTHNER, KNOX & ELLIOTT, LLP i"f-f‘f.:'i..',‘ ey ST
FREDERIC A. FUDACZ, STATE BAR NO. 050546¢; ERURSIIRV IR
JOHN OSSIFF, STATE BAR NO. 120142

Fi '
445 Sc’!:l,:‘tnf;lt Fl%lé?_roa Street e 98 1097
LosﬁXngeIes, Calfifornia 90071 res TARMR
Telephone: (213) 612-7800 [
Facsimile: (213) 612-7801 Gy “M@ 51311“!
Aftomeys for : J@}}”
CHINO BASIN WATERMASTER /

SUPERIOR COURT OF THE STATE OF CALIFORNIA

FOR THE COUNTY OF SAN BERNARDINO - WEST DISTRICT

CHINO BASIN MUNICIPAL WATER Case No. RCV 51010
DISTRICT:
' NOTICE OF MOTION AND MOTION
Plaintif, FOR ORDER OF COURT THAT
AUDIT COMMISSIONED BY THE
v. CHINO BASIN MUNICIPAL WATER
DISTRICT BOARD IS NOT A
CITY OF CHINO, WATERMASTER EXPENSE;
DECLARATION OF TRACI STEWART
Defendant.

DATE: March 3, 1997
TME: 830am.
PLACE: DepartmentH

Specially assigned to the Honorabje

)
)
)
)
)
)
)
)
)
)
)
)
)
)
; Judge J. Michael Gunn
)

)

NOTICE 1S HEREBY GIVEN that on March 3, 1997, at 83:30 a.m,, oras
soon thereafter as the matter may be heard, in Department H of the above entitled
court, located at 8303 North Haﬁen Avenue, Rancho Cucamonga, California 91730-
3862, the Court will be requested to issue an order declaring that the costs of an audit
of Watermaster Services commissioned by the Board of the Chino Basin Municipal

Water District, acting at special meetings of the Chino Basin Watermaster on January

LA\G70480001
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An order of the Court Is hereby sought declaring that the costs of an audit
of Watermaster Services cormmissioned by the Board of the Chino Basin Municipal
Water District (the “District”) at meetings of the District Board on January 14 and
January 23, 1987, which were called as special Watermaster meetings on less than
30 days notice, are not properly Watermaster expenses. The Advisory Commitiee, by a
81.43% majority vote has directed Watermaster counsel to seek such an order because
the actions of the District Board in directing the.audit were in violation of the
requirements of the Judgment and the Rules and Regulations of Watermaster.

| In particular, the actions of the District Board are directly contrary to
mandated action by the Advisory Committee. The Judgment states that the

Watermaster Board may not take action contrary to mandated action unless and untit

there has been a noticed motion before this Court and the Court has authorized action
contrary to mandated action, (Judgment, §38(c).) No such motion was filed, or even
requested. ' | ‘

The actions of the District Board failed to comply with the requirements of
the Judgment regarding notice of intended action by the Watermaster Board. If the
Waterrnaster Board wishes to take any discretionary action other than approval or
disapproval of Pool Committee action or recommendation propery trqnsmitted, orto
execute any agreement not theretofore within the scope of an Advisory Committoe
recommendsation, the Judgment requifes that notice of such intended action must be
served on the Advisory Committee and its members at least 30 days before the

Watermaster meeting at which such action is finally authorized. (Judgment, § 38(b)(2).)

_ Less than 30 days notice was given of the intended.action.to direct that an audit be

conducted and to hire an auditor for that purpose.

-1
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been drawn upon Watermaster's bank account. Upon discovering this information, the
Chief of Watermaster Services immediately informed the bank and law enforcement
authorities. A different checking account was established and subsequently all funds
which were fraudulently transferred were restored by the bank. (Stewart Decl. 1 2, 3.)
The infor‘mation was brought to the attention of the Advisory Commiltee which further
considered the situation at an Advisory Commitiee meeting on January 8, 1997. At that
meeting, the Advisory Committee was informed by a representative of the San
Bernardino County Sheriff s Departrnent, which was investigating the matter, that
fraudulent activity of this type was not uncommon and could occur even if proper
procedures were in place. The Adviso-fy Committee was informed that the amount that
had besn fraudulently transferred, approximately $26,000, had been fully restored by
the bank, and that an audit of Watermaster services could cost as must as $30,000 to
$35,000. (Stewart Decl. §4.)

The Advisory Committee decided that before expending so much money
on an audit, it would be prudent fo gather together a group of financial experts from the
members of the Advisory Committee, the entities which supply the funds to
Watérmaster which were subject fo the fraudulent activity, to evaluate the issue. The
members of this Ad Hoc Finance Commitiee would participate without cost or expense
to Watermaster. They would examine Watermaster procedures and make
recommendations. The Ad Hoc Finance Committee was asked to make a

recommendation as to whether an audit was necessary or appropriate, and if so, what

.the proper scope of such an audit would be.

At that January B, 1897, meeting the Adviscry Commitiee took the
follawing actions:

(1) ltestablished, by a 91.43% majority vote, an Ad Hoc Finance
Committee to examine the financial procedures of Watermaster. 1f, after review, that ‘
Commiiftee determines an independent audit is necessary, that recommendation will be
forwarded to the Advisory Committee together with a delineation of the appropriate

-3 -
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On January 17th, the District gave notice of a January 23, 1997 special
Watermaster meeting to select an auditor and award a contract. (Steward Decl. §] 9.)

The Advisory Committee met again on January 22, 1897 and by a 91.43%
majority vote, voted to direct Watermaster counsel to advise the Watermaster Board of
the position of the Advisory Commitiee ;and te file this motion if the District Board took
action purportedly as Watermaster to retain an auditor.)’ On January 22, 1897,
Watermaster counse! sent a letter to the Watermaster Board advising the Watermaster
Board of the actions of the Advisory Committee and of the limitations on Watermaster
action in light of the mandated action by the Advisory Committee. (Stewart Dect. § 10.)
A copy of the January 22, 1997, letter from Watemmaster counsei is attached hereto as
ExhibitD. '

At the January 23, 1997, special Watermaster meeting, the District Board
was again advised by Watermaster counsel that in light of the Advisory Committee
mandated action, the Watermaster Board did not have the authority to take the actions
which were being considered at that meeting. The District Board nevertheless
proceeded to fake action. (Stewart Ded. q711.) .

At the January 23, 1997, special Watermaster meeting, the District Board
announced that it had received proposals from several accounting firms. Mr. Larry
Rudder, the Chief Financial Officer of the District, reported that he had reviewed the
proposals and that he recommended that the firm of Soren, McAdam Bartells be hired.
The contact by the District with the various accounting firns had been done without any

input from Advésorj( Committee, Pool Committeas or any parties other than Chino Basin

1/ As was briefed and discussed before this Court in the motions fast June, the
Advisory Committee is recognized as the chief decision making and policy
making body under the Judgment. The Watermaster itself functions in large part
as an executive officer, who acts subject to the direction of the Advisory
Committee. Watermaster counsel has been instructed to act in accordance with
the direction of the Chief of Watermaster Services, who in tum has been directed

e forgt-at the-direction-of the Advisory Committee.

LART7O180001
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Water District never took action on this matter and never named a person fo be its
representative. The ather two districts did name representatives. (Stewart Dedl. [ 12.)
The parties continued to meet to discuss altematives at Pool Committee
meetings, Advisory Committee meetings and at special workshops called for the
purpose of discussing that issue. During this time, actions continued to transition to a
new Watermaster. Separate facilitics, insurance, and retirement plan contracts were

acquired or initiated for Watermaster. (Stewart Decl. ] 12.)

A workshop to consider the issue of a new Watermaster is scheduled for
January 29, 1897, and an Advisory Committee meeting fo take finai action on the issue
is schedule for January 30, 1897. A motion for Court approval of a new Watermaster,
replacing Chino Basin Municipal Water District, may be filed with the Court in the

immediate future. (Stewart Decl. ] 12.)

The Judgment imposes clear conditions on the exercise of any powers of
Watermaster which have not been approved in advance by the Advisory Committee. If
the Watermaster wishes to take discretionary action which is not the subject of an
Advisory Connﬁittee recommendation, the Waterrnaster must give 30 days notice of the
meeting at which Watermaster intends to take action. (Judgment, § 38(b)(2).) Section
38(b)(2) of the Judgment states: '

“In the event Watermaster proposes to take any
discretionary action, other than approval or disapproval of
a Pool Committee action or recommendation properly
transmitted, or execute any agreement not theretofore

within the scope of an Advisory Committee

LAB70180001
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by CBMWD in its contract fo provide services and faciltties to Watermaster.2’ That
éontract directs CBMWD employees who are working on Watermaster matters, which
includes the Chief of Watermaster Services, to take direction from and report to the
Advismy Committee. [t states:

“Any district staff working on or providing assistance to

the Watermaster program shall receive their direction

from and report to the Advisory Committee.” (Amended

Servicaes and Facilities Contract, August 5, 1892, §6.)

Since the District Board did not follow required procedures, it lacked

authority to take action as Watermaster. it could not commit Watermaster funds.3/

Watermaster take no action with respect to direcﬁng that an audit be conducted. The
Advisory Committee had determined that it would consider whether an audit was
necessary and if 50 what the proper scope of that audit would be, after recei\)ing the
report from the Ad Hec Finance Committee which the Advisory Committee had
appointéd.‘i’ Despite this mandate, the District Beard, at the special Watermaster

2/  Watermaster staff is cumently in the process of transitioning to a status
completely independent of Ching Basin Municipal Water District operations.

-3/ The funds of Watenmaster are collected from assessments on the parties to the

_Judgment. They are completely separate from funds of the Chino Basin
Municipal Water District. It is for this reason that the Judgment so clearly places
ultimate control over the use of those funds in the Advisory Committee, whose
members actually make the payments, and not in Watermaster.

a1 The Ad Hoc Finance Committee has met. With respect to the issue of an audit, it
has indicated that ite recommendation would be that instead of a separate audit,
the annual audit be expanded to include issues regarding Watenmaster
procedures.

LA\BTO180001 -
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|, Traci Stewart, deciare as follows:

1. |am the Chief of Watermaster Services for the Chino Basin
Watermaster (“Watermaster”). | have held that position since August 1984. in that
position 1 am familiar with the records and operations of Watermaster, In addition, |
serve as Secretary to the Advisory Committee which was established pursuant to the
Judgment herein. | am familiar with the records and operations of the Advisory |
Committee. From February 1894 to August 1984, | assisied the Watennaster_
Commitiees as the Acting Director of Water Resources and as Water Resources
Engineer for the Chino Basin Municipal Water District (CBMWD"). From January 1992
through August 1994, 1 was employed as the Water Resources Engineer for the
CBMWD. This Declaration is based upon my own knowledge of Watermaster and
Advisory Committee records and operations, the operations of CEMWD, and my own
personal knowledge. | | ’

2. in December 1996, | was contacted by a New York bank regarding |
a check which had been presented to the bank. The check was drawn pon the
Watermaster account with the Bank of America. [was able to confirm that the check
was a forgery. |immediately contacted Watermaster's bank, stopped payment on the
forged check, closed the Watermaster checking account, informed the bank of the
problem, and informed law enforcement agencies, including the San Bernardino County
Sheriffs Department and the Federal Bureau of Investigation.

3. The funds which had been fraudulently transferred were restored in
full by the Bank. This was confirmed in a letter from the Bank dated January 7, 1997, a
copy of which is attached hereto as Exhibit A. |

4, ‘OnJanuary 8, 1997, a meeting was held of the Chino Basin
Watermaster Advisory Committee. At that meeting information conceming the

-1 -
LANGTO180001




10
11
12
13
14
15
16
17
18
19
20

21

24
25
26
27
28

(¢) It defeated a motion that was made ta recommend to the

Watermaster that the Board of DErectoré of the District conduct an examination and
review of the internal procedures utilized by Watemnaster Services. This motion failed

. by & 81.43% vote.

6.  Atthe special Watermaster meeting on January 9th, the
Watermaster Board was informed that the Advisory Commitiee had recommended by
more than an 80% vote that Watermaster take no action with regard to seeking an
independent audit of Watermaster Services. The District Board took no action at the
January 8th special Watermaster meeting. Later on January Sth, the District requested
Watermaster staff to send out notice of a special Watermaster meeting for January

14th, to consider the issue of an audit
7. On January 10th, Watermaster counsel sent a letter o the Vice

Chairman of the Board regarding the January 14, 1997, meeting. A copy of the letter is

_attached hereto as Exhibit C.

B. At the January 14, 1997, special Watermaster meeting, the Board
met in cjosed sesslon. [t then, in open session, voted to conduct an audit immediately.

8. On January 17th, the District requested Watermaster staff to give

. notice of & January 23, 1997 special Watermaster meeting to select an auditor and

award a contract. .
10,  The Advisory Committee met en January 22, 1997. At that
meeting, by a 91.43% majority vote, the Advisory Committee voted to direct

- 9z~ Watermaster counsel to advise the Watermaster Board of the position of the Advisofy

Committee and if the District Board took action purportedly as Watermaster fo retain an
auditor to file a motion for an order that the costs of such audit were not a Watermaster
expense. On January 22, 1997, Watermaster counsel sent a letter to the Watermaster
Board advising the Watermaster Board of the actions of the Advrsory Commrttee A
copy of that letter is attached hereto as Exhibit D.

111
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January 29, 1997, and an Advisory Committee meeting to take final action on the issue
is schedule for January 30, 1887.

| deciare under penalty of perjury under the laws of the State of California

- that the foregoing Is true and correct,

Executed on January 27, 1897, at Rancho Cucamonga, Califomnia.

Tract Stewart

LAGTOTB0DOY
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Bank of America %#SPECIAL NOTICR##

ALTiCavit Of rorgery Dept 220071 — .
P.O., Box 3609 :

Log Angeles, CA  $0051
January 7, 1987

CHINO BASIN WATERMASTER
8632 ARCHIBALD AVE BUITE 109
RANCHO CUCAMONGA, CA, 91730

We have completed an investigation en the Affidavit of

‘Claimant form you racent;_g gubmitted to Bank of Amerxica.
On January "7, 1397 wa cradi

' for § 25,908.60.

We regret any inconvenisnce you may have experienced,
1f you wish to discuss this matter, please call
1-8Q0-317-6345 Monday through Thursday hetween B8:00 a.m.

and 6:00 g.m., ¥Friday between 6:00 a.m. and 7:00 p.m., and
Saturday between $100 a.m. and 2:00 p.u.

Refazenca §2253-04DECSE
AS105 _

LSYZ:520 (D ADARCR:ADARCR23258)

Gt o e T S EXHIBITA

tad your CHECRING arzesunt-number - -



CHINO BASIN WATERMAS TER

8632 Archibald Ave., Sumg 109, Rancho Cucamenga, CA 9!730
TEL: (YU$) 484-3888 ¢ FAX: (P09) 484-3250

TRACI STEWART

e = hief of TYotermusie? Services

DATE: January 10, 1997
TC: Watermaster Committee Members
FROW: Traci Stewart

Chief of Watermaster Services

SUBJECT: Ad Hoc Financa Committee

At the Special Chine Basin' Watermaster Advisory Commitiee teeting held on January 8, 1997, the

Advisory Committee created an Ad Hoc Finance Committes fo review the intemai financial procedures

and pelicies of the Chino Basin Watermaster, in cresting this committee, Waterrnaster Committea,
Members volunteered the Chief Financlal Cfficers, Controllers, or Accounting Managers from their

respactive cities, companies, o other entiies to participate on the Ad Hoc Committes: A representative

from the Chino Basin Municipal Water District, who serves as the curment Watermastar, is also anticipated

fo participata and participation is open to all parties to the edjudication.

it is anticlpated that this Ad Hoc Committes will be able to convene more quickly and provide & review na
more fitmely mannet than it would be possible to retain & new, independent auditer.  If the Commitiee
concludes an audit is necessary, it will maks that recommendation fo the Advisory Commitise.

Tna AJ Hoc Commitles will work primarly with the Wetermastar Controller, Alico Licht, to conduct the
review. Rtis also anticipzied the Committee will review the proceduras and cireumnstances surmounding the
recent fraudulent activily. on the Watermaster atcounts, will assist the Watermaster Controller and the
Chief of Watermaster Servicas with deciaions regarding fuh.tra bank account control requirements suitsbls
for an entity of the size and financial nature of the Chino Basin Watermaster and will aesist with
formuintion of the scope for an RFP for a fll and comprehensive audit shouki ons be
recommended, Wa are hopeful that among those who participats there will be a CPA or CMA eg this
was a primary concem of seme of the committes members. The Committes is anticipated to conduct its
meetings and develop a report and recommendation to be presented to the Advisory Commities at ite next
regulariy scheduled meetling on February 13, 1987.

If you will bs sanding & representativa to participate on the Ad Hoc Financial Committee, please calf
Watenmaster Services on Monday, Jaruary 13, 1997, with the name and- phone mumber of tha
representative, Watermester Services will prepara a fist of commities members and contact all

slgnatedwpresentaﬁvesmMayandTundaymaneﬁmmho&dmammmmemeeﬁngamer

the 15th or 16th ofJanuary 1957,

Thank you in advance for your timely response and for sending a representstive to participate on the
Weatermaster Ad Hoe Flnance Committes, )

TS:de{ADHCCFIN.MEM)

EXHIBITS

BiNHN George A, Berbs : John L. Asésrios © Aswe W, Dunilma Wyt L- Troxe]




WATERMASTER ADVISORY COMMITTEE

AD HOC FINANCE COMMITTEE
1:30 p.m. - Jarwary 16, 1997
AGENDA

Review anticipated task list for completeness.

2 Schedule futurs meetings in an effort to complete tasks bafore February 13, 1997,
3. Trre permitting, begin Task 1,
Anticipated tasks: _
1 Review circumetances and facts surrounding fraudulent activity on Watermaster account.
2 Evaiuate current intamnal ﬁnangia! poficies, procedures and practices,
3 Make a rscommendation to the Advisory Commitles covering:
a Can Watermastar Services do anything differantly that will pravent fraudulent
activity of this nature from happmﬁnghﬁwef@m?
b Are thers any intemal finandal pofickes, procadures or practices Hhat should be
chenged? if so to what?
4, Asslgt Walsrmastsr Controfler with decizions regarding tvps of new aocount and levels of
controls necassary, if any.
5. Make a recommendation to-the Advisory Commiite® as o whether a spacisl sudit i
- 8:-—--Assisl- Watermastar Confroller with developing -the-scope of an RFP lo procure awdit

sarvices for Watermasier for the annual audRt, and for a gpecial audk f one i
recommended,
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NOSSAMAN, GUTHENER, KNOX & ELLIOTT, LLP

WALTER | ROLSAMAN . THIRTY-FIRET FLOOR
(1361384 445 SOUTH fIGUEROA STREET
LOS AMGELES. CALIFORANIA $0079-1602
TELECPHONE (Ir3) ¢li2sTo0U
FaCBIWILE {293 €92-7801t

3
THIRTY-#OURTH £FLODR
4L CALIFORNIA ETREET

SAN FAAMCISCO, CA RE1Y
(413} sB2-3¢E0
e

IEYINE

SUITE 1280 January 10, 1897

LE1G1 YON KARM AN AYENVE
TRYIME, Ca 127481407
(714} 3337406

JOHKH OBSHF

DIRECT DAL HUMBER
(313 0¥ 7828

Mr. George Borba

Acting Chairman

Chirio Basin Municipal Water District
8400 Cherry Avenue

Building A

Forftana, CA 92335

Re:
Dear. Mr. Borba:

J0WN ¥ xNCx
WARREW™ G. ELLIOTT
OF COYKAEL

WARMBMETION D ©
JUITE e
221 26TR STREET, KW
WALRIRGTOM, 0., 206371758
- {202}-22A.9180

SACAAMERYO
BUITE #0089
014 &L STOERT
SACRAMERTO, CA BSHT6-3TOY
(9T9) S43-FRLR

REFER YO FiLE RUMGER

VYatermaster has noticed a special meeting for January 14, 1997, to
discuss in closed session, anticipated litigation and fradulent activities on Watermster
accounts and related requests for audit. As counsel for Watermaster we believe it

incumbent upen us to advise you of the following.

Section 38(b)(2) limits the action which YWatermaster may take which is
not within the scope of an Advisory Committee recommendation. Specifically, that

socton states:

“In the event Watermaster proposes to take any

~-- - - - discretionary action, other than approval or disapproval

of a Peol Committee action or recemmendation

properly transmitted, or execute any agreement not

theretofore within the scope of an Advisory Committes
B recommendation, notice of such intended action shall
T be served on the Advisory Committee and its members

at least thirty (30) days before the Watermaster

meeting at which such action is finally authorized.”

La\57010003%
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NOSSAMAN, GUTHNER, KNOX & ELLIOTT, LLP

wal¥iR L. MO3Saman TUIRTY.FIEET FLOG DR JouR T, ewon
BEIITR] 13 448 SOUTH FIGUEALA BTAEET wu::::\; EL il TF
NS E
LO5 ANQELES, CALIFORRIA 9007¥.18603 t
TELEPHORE 4212y BrE-TaAL0
AN FRANCISLD -
© TMRTV-POURTH FLOOR FAGSIMILE (2128 832-7804 EOIE 800
L0 CALIFORMIA STREEY 122¥ 1ETH BTRIET, B, W,
3a6 FRAMOIECD, €A 341113 WabWIRCTOM, B.C. 200371158
{635} $9R-3300 202y §31-91006
DI~ i i - - -
1By iHE SALRAMENTG
SUITE TROY SVITE 1000
LALESHORE TOWERS Jaﬂum'}' 22, 1997 $15 L STECET
1RRY YOM CARKAN RVERUE EACARMENTO, Ch BFBI4.37TON
1RVINE, CA JEYIR-1007 ’ . .
-7 . - -
17141 1337809 REFER TO PILE HuUmBER

FREDERIC FUDACT
DIRECT brat RUMBIR 030718-001

12137 612-T823

Mr. John L. Anderson

Chairman

Chino Basin Municipal Water District
9400 Cherry Avenue, Building A
Fontana, California 92335

Our firm has been requested by the Chino Basin Watermaster Advisory
Committee pursuant to a 91.43% vote, 1o explain the factual background and clarify itx position
relative to the above-referenced action of Chino Basin Municipal Water District (“CBMWD") as
interim Watermaster. The intent of this letter is to foster better communication between the
Advisory Committee and the interim Watermaster Board on this issue hopefully to avoid a
dispute which might lead otherwise to extensive and time constiming court action.

On Jamuary 8, 1997, special meetings of the Watermastez Pool and Advisory
.Committees were-held ot which time onumber of motions were considered relutive to the recent
fraudulent activity on Watermaster bank accounts. On this occasion the Advisory Committee
took the following actions: '

(1)  Established an Ad Hoc Financial Committee o examine the financial
procedures of Waiermaster, If, after review, the Commitiee determines that an independent andit
is necessary, that recommendation will be forwarded to the Advisory Committee together with a
delineation of the apprapriate scape of such audit. This motion carried by a 91.43% majority.

s - EXHIBImD



NOSSAMARN, GU 'HNER, KNOX & ELLIOTT, LLP

Mr. John L. Anderson
January 22, 1997
Page 3

As you know, the interim Watermaster has met on January 9 and January {4, 1997
on-the subject uf the independent audit. At the meeting of the Chino Basin Watermastet Board
on January 9, 1997, the Board was informed that the Advisory Comumittee had recommended by
more than an 80% vote that Watermaster take no action with regard to seeking an independent
audit of Watermaster Services. Prior to the January. 14 meeting CBMWD received a letter from
our office to the effect thar Watermaster may not take action which is not within the scope of an
Advisory Committee recommendation without at least 30 days notice and that all meetings of
Watermaster, whether regnlar or special, shall be open to the public. These comments were
repeated by Mr. John Ossiff of our office who was in attendance at the January 14 meeting.

: On January. 14, 1997 Chino Basin purporting to act as the interim Watermaster
detemuned mslgs&dmn 10 conduct an independent audit of Watermaster Services, by a
three to two vote. This action was in direct contravention of the Judgment Paragraph 38(b)(1]
(relating to mandated actions), Judgment Paragraph 38(b)[2] (refating to the 30 days notice
requirement), and Rule 2.06 of Watermaster Rules and Regulations (requiring that meetings shall
be open to the public). In that Watermaster, as an instrument of the Court, is bound to adhere
strictly to the terms and conditions of the Judgment and its own Rules and Regulations,
Watermaster action in pursuing an independent audit is not justified and no Watermaster funds
can be expended therefor, .

Tt should be emphasized, however, that CBMWD, as a party to the Judgment has
every right to hire an auditor and conduct an audit of Watermaster Services’ practices. The
Advisory Comumittee has no objection to such an audit and would welcome the District’s
participation on the Ad Hoc Finance Committee or its conduct of an independent audit, so long
as the expense of that audit is borne by the District and not Watermaster,

I have been directed by a 91.43% vote of the Advisory Commmittes to seek a Court
crder declaring that any audit conducted by Chino Basin Municipal Water District, purporting to
act as the interim Watermaster, is not an appropriate expense under the terms of the Judgment.
Hopefully, CEMWD will conclude that it is not necessary to pursue such a caurse of action as
the interim Watermaster, given the actions that the Advisory Commiuee has already taken and
the opportunities open to CBMWD to participate in an evaluation of Watermaster Services’
procedures. It is my sincere hope that another highly divisive court battle can be avoided and
that the issues relating to the fraudulent activity on the Watermaster accounts can be addressed in
a cooperative and nonconfrontational manner,

EXHIBITD



