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INTRODUCTION
In June of last year, the parties to the Judgment negotiated a Peace Agreement that resolved
many long-standing issues that were inhibiting the finalization of the Chino Basin Optimum Basin
Management Program (“OBMP?). This Peace Agreement andthe OBMP Implementation Plan were

submitted to the Court which ordered Watermaster to proceed in accordance with the Peace

Agreement.
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Certain compromises negotiated inthe Peace Agreement necessitated that minor changes be
made to the Judgment. Accordingly, on September 28, 2000, the Court heard arguments concerning
a Motion to Amend the Judgment. The Court granted this motion, but had further questions
concerning the Peace Agreement that had not yet been addressed by the parties. The parties agreed
to resolve many of these issues through the submittal of a Post-Order Memorandum, and to resolve
others through a revision of the Rules and Regulations for the Chino Basin.

The Court scheduled a hearing at which it was to approve the Post-Order Memorandum and
the revisions to the Rules and Regulations. The Court also requested the Watermaster General
Counsel to provide a report at this hearing on the status of Western Municipal Water District’s
recission of its conditional execution of the Peace Agreement. Two other matters to be addressed at
the hearing were the Court approval of an intervention, and receipt by the Court of Watermaster’s
23" Annual Report.

This hearing was originally scheduled for February 1,2001. The hearing was continued until
March §,2001, with a workshop to occur prior to the hearing in order to present the revised Rules
and Regulations to the Special Referee. Scheduling issuesnecessitated that this workshop be held on
March 8, 2001, and so the hearing was again continued until April 19, 2001. On March 20, 2001 the
Refereefiled a Report onthe Workshopand Commentsregardingthe revised Rules and Regulations.
The parties appreciate the efforts made by the Referee and her assistants to provide helpful
suggestions in order to make the Rules and Regulations more effective.

Unfortunately, the parties were not able to review the Referee’s Report intime to incorporate
her recommendations into the Rules and Regulations and this Motion. Therefore, the parties
anticipate that prior to the hearing scheduled for April 19, 2001 that they will review the Referee’s
Report and submit further materials to the Court that are properly responsive to the Referee’s
comments. Consistent with the Referee’s Report, this further submittal will allow the Court to

unconditionally approve the Rules and Regulations.

"
1
/1
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IL.
CHINO BASIN WATERMASTER RULES AND REGULATIONS

On February 15, 2001, the Chino Basin Advisory Committee and Board both unanimously
approved and adopted a revised Chino Basin Watermaster Rules and Regulations
(“Rules”)(attached hereto as Exhibit “A”). These Rules are the product of many hours of
deliberation by the Chino Basin parties and have been drafted in order to update the existing rules
and regulations and to bring these rules into conformity with the commitments made by the parties
in the Peace Agreement. Watermaster now brings these Rules before the Court for its approval.
The purpose of this brief is to explain in detail the various provisions of the Rules in order to
facilitate the Court’s review. This brief is intended solely as a summary of the Rules in order to
facilitate the Court’s review. It is not intended as a definitive statement of the contents of the
Rules, nor should the a lack of discussion on some point be interpreted as an indication of priority
for some portion of the Rules over another.

As previous briefs to this Court have indicated, the negotiation of the Peace Agreement
was a momentous event for groundwater management in the Chino Basin as the various
municipalities and other water producing entities in the Basin came to agreement on a set of issues
that would allow full implementation of the Optimum Basin Management Program (“OBMP”). As
a part of this process, the parties realized the necessity of revising the existing Uniform
Groundwater Rules and Regulations (“UGRR”). The parties also saw that there was a confusing
array of other rules (eg., the “Watermaster Rules”) and Watermaster Resolutions that had
accumulated over the years and which made it difficult for persons outside the Basin to gain a
clear understanding of the manner in which the Chino Basin is managed. The parties in the Chino
Basin wish to initiate a regional Storage and Recovery Program' in order to put the assets of the
Basin to the maximum possible use for the benefit of the Basin as a whole, and the lack of clarity
to outside persons concerning Basin management parameters served only to diminish the

attractiveness of the Chino Basin as a Groundwater storage site.

! Certain terms are specially defined in the Rules and are therefore capitalized throughout the Rules. In order
to maintain consistency such terms will be capitalized in this Motion as in the Ruies.
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The parties thus set to work revising and clarifying the procedures by which management
of the Basin occurs. The revised Rules cover an array of subjects including Watermaster
administration, monitoring, assessments, reimbursements and credits, management of Safe Yield
and Operating Safe Yield, Recharge, storage, and Transfers. They also create a transparent
process by which Watermaster will make decisions on Applications, Contests and Complaints
regarding all of these subjects.

A. ARTICLE I - GENERAL PROVISIONS

Article I contains the definitions to be used in the Rules and Regulations. [Rules § 1.1.] By
far the longest single section in the Rules, the definitions section incorporates the definitions of
both the Judgment and the Peace Agreement. In so doing it eliminates any questions about
inconsistencies between the definitions from these two sources. Citations to both the Peace
Agreement and the Judgment are provided in this section, as well as throughout the Rules, in
order to more easily cross reference the coverage of these issues by the different sources.

In this regard the Rules also create a hierarchy of interpretive preference such that, in the
event of conflict, the Peace Agreement and the Judgment will be given preference over the Rules,
and in the event of conflict between the Peace Agreement and the Judgment, the Judgment shall
prevail. [Rules § 1.3.] Wherever possible, however, the Rules should be interpreted in such a way
that they are consistent with both the Peace Agreement and the Judgment. In the same sense, the
Rules are not to be used as evidence to argue for or against the powers of Watermaster under the
Judgment. For example, the Rules shall not be used to interpret the nature of the relationship
between the Board and the Advisory Committee under the Judgment [Rules § 1.4], nor shall the
fact that Watermaster may extend a credit or reimbursement to a party who Watermaster compels
to shut-down and/or move a well be used to construe Watermaster’s authority to so compel such
actions. [Rules § 4.5(c)(ii).]

Finally, Article I specifies that both the existing Watermaster Rules and Regulations, as
well as the UGRR, shall be repealed upon the adoption of the revised Rules. This means that even
if the term of the Peace Agreement is not extended at the end of its first 30 year term, or if it is

not extended at some later date, many of the commitments made in the Peace Agreement will
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continue unless Watermaster either reinstates by affirmative act the UGRR and the existing
Watermaster Rules and Regulations, or drafts new rules.

B. ARTICLE II - ADMINISTRATION

This Article derives most of its provisions directly from the Judgment, governing the
manner in which Watermaster shall operate administratively and governming the conduct of
meetings of the Watermaster Board. The Article does not, however, merely reiterate the
Judgment, and two provisions in particular provide clarity and guidance on the issues of
confidential sessions and conflicts of interest.

In the past, confidential sessions of the Watermaster Board have been governed by
Watermaster Resolution 99-03. The Rules respect this existing policy and thus acknowledge that
both the Board and the Advisory Committee may hold confidential sessions. However, the Rules
limit the circumstances under which the Board may hold such a session.

In order to hold a confidential session the Board must provide notice, and the chairs of the
three Pools must be present at the confidential session. [Rules § 2.6(a).] Furthermore, the subject
matter of a confidential session is limited to (1) the discussion of pending or threatened litigation
involving Watermaster, or (2) to personnel matters of Watermaster involving individual
employees or (3) contract negotiations involving Watermaster. [Rules § 2.6(a)(i-iii).] Minutes will
not be taken at the confidential session, but a confidential report shall be provided at the next
regular Board meeting that describes the attendance at the session and any decisions that were
made at the session. [Rules § 2.6(d).] In this way the ability of the Board to hold confidential
sessions is preserved, while the subject matter of such confidential sessions is limited to only those
very few subjects that truly require a confidential session. In addition, the attendance at the
confidential session and the subsequent reporting on action taken at the meeting will ensure that
the actions of the Board remain transparent to the other participants in the Watermaster process.

The Advisory Committee is not as limited in its ability to hold confidential sessions and
may by resolution set the conditions under which it may hold such sessions. [Rules § 2.6(¢).] The
Advisory Committee is allowed greater latitude to hold confidential sessions because there is

much broader party representation on the Advisory Committee and because Advisory Committee
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actions are generally subject to review by the Board. The resolution authorizing a confidential
session can pertain to specific confidential sessions, or it may be more general and establish in
advance the parameters for confidential sessions generally.

Regarding conflict of interest, the Rules recognize that Watermaster is an interest-based
governing structure which operates according to an inclusive process of self-govermnent, where
the various interests involved will, from time to time, necessarily be called upon to make decisions
which will directly affect the interest represented by individual Board and Advisory Committee
members. Despite this, the Rules also recognize that there are situations where it is appropriate
for individual participants to abstain from voting on particular matters. These particular matters
are limited to cases where a conflict of interest exists.

The Rules establish a two-pronged test for determining whether a conflict of interest
exists. A conflict of interest exists where a member of the Board or Advisory Committee (1) has a
direct personal and financial interest in the decision to be voted on that is (2) different from any
other person. [Rules 2.10(b).] That is, it is recognized that representatives from the Agricultural
or Non-Agricultural Pool will often have a direct personal and financial interest in the outcome of
a decision that affects their Pool, since in many instances the representatives have direct personal
and financial ties to the business that will be affected by a decision. But, according to the Rules,
there will be no conflict of interest in such a situation. A conflict only exists where this direct
personal and financial interest is experienced only by the person making the decision. For
example, a conflict would exist where the decision to be made involves awarding a credit or a
reimbursement to a business owned by the Advisory Committee or Board member. Likewise,
even where the outcome of the decision will affect only a specific interest on the Advisory
Committee or Board, there will be no conflict of interest for the individual person representing
that interest on the Advisory Committee or Board unless the decision will also effect a direct
personal and financial interest of that person.

Since a conflict of interest is based on the affect to the individual, provision is made
whereby another individual representing the same interest can vote on the matter instead of the

individual with the conflict. [Rules § 2.10(b).]
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C. ARTICLE III - MONITORING

The monitoring sections of the Rules confirm the existing commitments with regard to
monitoring found in the Judgment and the Peace Agreement. The Article covers issues relating to
the installation and maintenance of meters, and describes the relative obligations of the parties
regarding the costs of such installation and maintenance.

As part of its metering program under the OBMP Implementation Plan, Watermaster will
install meters on Agricultural Pool wells. Watermaster will provide these meters and will cover
the cost of any installation, maintenance, inspection, testing, calibrating, and repairing. [Rules §
3.1(c)(ii).] Every Producer in the Basin except minimal producers will provide Watermaster with
quarterly reports of their Production. [Rules § 3.2.] Minimal Producers shall file such reports on
an annual basis. [Rules § 3.2.]

D. ARTICLE IV - ASSESSMENTS, REIMBURSEMENTS AND CREDITS

Article IV specifies how the various Watermaster expenses will be apportioned among the
parties. The Rules also now formalize Watermaster’s ability to adjust these assessments where
subsequent information reveals, for one reason or another, that the original allocation of costs was
inaccurate. [Rules § 4.4.] Assessment adjustments may also be necessary when reimbursements or
credits are granted or denied by Watermaster.

The Rules provide detail to the agreement reached in the Peace Agreement whereby a
party can apply to Watermaster for a reimbursement or a credit against OBMP assessments.
[Rules § 4.5.] Parties may apply to Watermaster in order to receive reimbursements or credits
for capital and operations and maintenance expenses for new projects or programs that carry out
the purposes of the OBMP. [Rules § 4.5(b).] The availability of such reimbursements and credits
will eliminate the inequities that would result if individual parties undertake efforts that have
broad benefits to the Basin and further the purposes of the OBMP, but for which the party is
required to bear the full cost which would otherwise be spread amongst the parties if Watermaster
were to undertake the project. In order to be eligible for a reimbursement or credit, the party must
apply for the reimbursement or credit prior to incurring the expense for which the reimbursement

or credit is sought. [Rules § 4.5(¢).] This will enable Watermaster to coordinate projects that are
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to be considered a part of the OBMP, and will prevent abuses of the availability of
reimbursements and credits.

Reimbursement or credits may also be received for the reasonable cost of replacement
facilities, plus interest, if Watermaster compels a Producer to shut down and/or move a
production facility that was in existence on August 1, 2000. [Rules § 4.5(c).] However, as stated
previously, the availability of this reimbursement or credit shall not be used to determine the
extent of Watermaster’s authority under the Judgment to so require a Producer to shut down
and/or move a Production facility. [Rules § 4.5(c)(ii).]

Credits may only be received against OBMP assessments. In addition, where a credit is
issued to compensate a Producer for the reasonable cost of replacement Production facilities due
to a Watermaster compelled shut down or move, the credit must be fully issued within five years
of the Application by the Producer. [Rules § 4.5(c)(i).] This protects Producers from being
compelled by Watermaster to incur substantial costs and then being forced to finance these costs
over a long period of time.

Finally, Article IV creates a new Watermaster committee called the “OBMP Committee.”
[Rules § 4.11.] The purpose of this committee is to coordinate fiind raising efforts in furtherance
of the OBMP. Since there are a plethora of potential state and federal sources of financial
assistance for the types of activities contemplated by the OBMP, it will benefit the parties to focus
their efforts and insure that applications to such sources are made in a coordinated way and that
unnecessary competition between the Chino Basin parties for such funds is avoided.

E. ARTICLE V - PHYSICAL SOLUTION

One of the objectives of the revised Rules is to bring all of the subjects of Watermaster
control together in one document so that persons outside the Basin will be able to readily
determine the nature of Groundwater management in the Chino Basin. For this reason Article V
articulates the standards for Watermaster implementation of the Physical Solution established by

the Judgment. There are no new standards in this Article that are not also found in the Judgment.
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F. ARTICLE VI - SAFE YIELD AND OPERATING SAFE YIELD

Article VI sets forth the rules and procedures that are applicable to Watermaster’s
regulation, control, and management of Safe Yield and Operating Safe Yield. The Rules clarify
the relationship between Safe Yield and Operating Safe Yield through the addition of two new
concepts: New Yield and Annual Production Right.

The concept of New Yield was developed by the parties during the negotiation of the
Peace Agreement in order to account for the fact that implementation of the OBMP will result in
an increase in Recharge to the Basin and to account for the fact that the operation of the Desalters
may result in a greater inflow to the Basin from the Santa Ana River. This additional water in the
Basin was not considered in the original formulation of the Safe Yield of the Basin. When, after a
period of years in which data on these additional sources of water can be gathered, the Safe Yield
is recalculated, this additional water will be added to the Safe Yield. Until that time, however, the
Judgment does not contemplate how to account for this additional water. It must be accounted
for, however, otherwise Watermaster runs the risk of allowing waste through rising water. Thus,
the parties developed the concept of New Yield and the Rules specify that it shall be counted
provisionally as a part of Safe Yield until such time as Safe Yield is recalculated. [Rules § 6.2.]

Likewise, the concept of an Annual Production Right emerged in response to the
development of new Watermaster accounting procedures that were not contemplated at the time
of'the Judgment. The Judgment establishes only two categories of water for accounting purposes:
Safe Yield and Operating Safe Yield. The Appropriative Pool is allocated the remaining portion of
the Safe Yield after the quantified production rights of the Agricultural Pool and the Non-
Agricultural Pool are subtracted. [Judgment § 9.] Watermaster may authorize a controlled
overdraft of the Basin in an amount ofno greater than 10,000 acre-feet annually or 200,000 acre-
feet cumulatively. [Judgment Exhibit “1” q 2.]

However, this formulation of the amount of water that can be produced by the
Appropriative Pool does not take into account the fact that the success of Recharge projects,
coupled with implementation of the OBMP and changing land use conditions may produce a

situation where it is possible to extract a quantity of water greater than the current Safe Yield of
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the Basin without causing overdraft or Material Physical Injury to the Basin or any individual. The
parties have thus agreed that the Production right of the members of the Appropriative Pool shall
be expressed, not in terms of Operating Safe Yield (which is merely the amount of controlled
overdraft that is permitted beyond Safe Yield), but in terms of an Annual Production Right, which
is the total of all sources of water available for Production by members of the Appropriave Pool.
[Rules § 6.1.] The Annual Production Right includes, but is not limited to, Safe Yield, Operating
Safe Yield, Early Transfer water, water available from land use conversions, and New Yield.

Article VI also clarifies the method whereby the cost of Replenishment Water is allocated.
The need for this clarification arose due to the plethora of water accounting procedures, such as
land use conversions, which result in an allocation of water that is potentially much different than
the allocation based simply on share of Initial Operating Safe Yield. Since it is the allocation of
these other sources of water that may, in part, result in a Replenishment Obligation, certain parties
felt that it could be inequitable to apportion the cost of Replenishment Water based simply on
share of Initial Operating Safe Yield.

Thus, for fiscal year 2001-2002 through fiscal year 2005-2006, the cost of Replenishment
Water will be borne by the members of the Appropriative Pool in accordance with their
proportionate share of Initial Operating Safe Yield. [Rules § 6.3(c)(i).] However, after Fiscal
Year 2003-2004, if the sum of the actual Production from the Agricultural Pool, plus 32,800 acre-
feet (ie., the Early Transfer), and land use conversions, exceeds 82,800 acre-feet (plus any New
Yield not dedicated to Replenishment for the Desalters) by more than 10,000 acre-feet, the
members of the Appropriative Pool will reconsider the allocation of Replenishment costs. [Rules §
6.3(c)(i1).] Since the parties believe that the distribution of water contemplated by the Peace
Agreement and the Rules will not result in a Replenishment Obligation, it is not clear that the
issue of the allocation of costs for Replenishment Water is even an issue that requires discussion.
The rule thus provides a procedure whereby any party who feels that the allocation of costs for
Replenishment Water results in an inequity may reopen the discussion of this issue at a later time

when, and if, it becomes necessary.

SB 258991 v1: 08350.0001 10
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G. ARTICLE VII - RECHARGE

The Rules codify the procedures according to which Watermaster shall evaluate Recharge
‘projects proposed by any party subject to the Judgment, as well as codifying the standards which
Watermaster must follow in administering, directing and arranging for Recharge to occur in the
Basin.

In addition to confirming the best efforts requirements articulated in the Peace Agreement,
the Rules require Watermaster to provide a formal evaluation of the long term hydrologic balance
within all areas and subareas of the Chino Basin. [Rules § 7.1(b)(iii).] This evaluation will take the
form of a written report which must be completed at least by July 1, 2003. [Rules § 7.1(b)(iv).]

! Thereafter, Watermaster will make periodic written reports on the long term hydrologic balance
of the Basin at least once every two years. [Rules § 7.1(b)(iv).] These reports will be considered
and used by Watermaster in modifying or updating the Recharge Master Plan. [Rules § 7.1(b)(v).]
This evaluation will ensure that the Basin as a whole is managed properly and that each particular
subarea of the Basin is also managed properly.

The Rules also make one small change to the order of priority for the sources of Desalter
Replenishment Water as articulated in § 7.5 of the Peace Agreement. The Rules provide that the
first priority source for such Replenishment Water will come from dedications from purchasers of
Desalted water of some or all of their Production rights. [Rules § 7.4(a).] Such dedications will
result in a reduction of Desalter replenishment assessments. [Rules § 7.4(a).]

H. ARTICLE VIII - STORAGE

The Rules clarify the several different types of storage, and describe the procedures
according to which Watermaster shall account for water held in storage. The different categories
of storage are: Carry-Over Water, Excess Carry-Over Water, and Supplemental Water stored by
either Chino Basin parties or third parties from outside the Basin. Each of these receives different
treatment under the Rules according to the nature and terms of the agreement required with
Watermaster.

Carry-Over Water is treated the same under the Rules as is described in the Judgment.

Any member of the Appropriative Pool or the Non-Agricultural Pool who produces less than its

SB 258991 vI: 08350.0001 11
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Annual Production Right or share of Safe Yield, respectively, may carry such unexercised right
forward for use in the subsequent year. [Rules § 8.1(e).] Carry-Over Water is accounted by
Watermaster to be that which is produced first in the year following the year from which it is
carried forward. There is no requirement on any Producer to apply for an agreement with
Watermaster in order to preserve their right to Produce Carry-Over Water. If more than the
Producer’s share of Safe Yield (in the case of the Non-Agricultural Pool members) or share of
Initial Operating Safe Yield (in the case of the Appropriative Pool) members is preserved as
Carry-Over Water, then the Producer is required to enter into a Local Storage Agreement with
Watermaster in order to preserve their right to this Excess Carry-Over Water. [Rules 8.1(e).]
Until July 1, 2005, there shall be no limits placed by Watermaster on the quantity of water that
can be stored as Excess Carry-Over Water. Watermaster may place limits on the amount of water
stored as Excess Carry-Over Water after July 1, 2005. [Rules § 8.2(a).]

Any Supplemental Water that is Recharged by a Chino Basin party without first obtaining
a Local Storage Agreement with Watermaster, shall be deemed abandoned. As agreed in the
Peace Agreement, there is a 50,000 acre-foot cap placed on the storage of Supplemental Water by
Chino Basin parties. The purpose of this cap is to ensure that sufficient storage space is
maintained in the Basin for use in the Storage and Recovery Program. However, Supplemental
Water held in Local Storage on July 1, 2000, is not subject to this 50,000 acre-foot cap. [Rules §
8.1(f)(iii).]

The terms of any agreement under which Supplemental Water is stored in Local Storage
as of July 1, 2000 will be extended until July 1, 2005. [Rules § 8.1(f)(iii)(a).] Additionally, parties
may apply to Watermaster to obtain a quantification of the amount of Supplemental Water that
that party has stored in Local Storage. [Rules § 8.1(f)(iv)(b).] All such Applications must be
received by Watermaster by May 1, 2001. Watermaster shall make its determination on these
applications by May 31, 2001. [Rules § 8.1(f)(iv)(b).] Additionally, any Supplemental water
placed into Local Storage after July 1, 2000, under a Local Storage Agreement that will expire
before July 1, 2005, shall be stored under the terms of that agreement until July 1, 2005. [Rules §
8.1(f)(ii1)a).] These provisions will allow parties to enjoy the benefits of their historical storage

SB258991v I: 08350.0001 12
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activities, without creating uncertainty that might inhibit the initiation of the Storage and
Recovery Program.

The Rules also distinguish between the acts of storage and recapture, though Watermaster
approval is required for both of these activities. In other words, it is possible for a party to apply
for a Local Storage Agreement without also applying for Watermaster approval of a recapture
plan to recover such stored water. [Rules § 8.4.] While a party does have the right to bifurcate
their Local Storage Agreement Application in this manner, the party will run the risk that the
water will be placed into storage and then the recovery of that water will be found to violate the
no Material Physical Injury standard and will be prohibited.

Storage of Supplemental Water by parties who are not parties to the Judgment shall be
only pursuant to agreements made as part of the Storage and Recovery Program for the Chino
Basin. Applications to participate in this Program shall be made only after Watermaster has issued
a Request for Proposals from qualified entities.[Rules § 8.3.]

L. ARTICLE IX - TRANSFERS

Article IX articulates the standards and procedures that will be used by Watermaster to
evaluate Transfers within the Chino Basin in such a way that an active and robust Transfer market
in the Basin is encouraged, while at the same time ensuring that Transfers will not cause Material
Physical Injury to any party or to the Basin.

Transfers between parties in the Basin may occur only pursuant to Watermaster approval.
[Rules § 9.2.] Such approval shall be given only upon a determination that the Transfer does not
cause Material Physical Injury to any party or to the Basin. [Rules § 9.2(b).] For the purposes of
determining whether a proposed Transfer violates this standard, Watermaster will analyze each
Transfer separately. [Rules § 9.2(d).] Parties will thereby be encouraged to anticipate their
proposed Transfers as much as possible so that they will be able to complete the Application
process before the time at which the Transfer is to occur, and yet no party will be prejudiced
when applying to make a Transfer by the contingency of whatever other Transfers have occurred
in that year. However, all Transfers between the same parties in the same year will be considered

as a single Transfer. [Rules § 9.2(e).]
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As in the case of Recharge, Watermaster will periodically evaluate the cumulative physical
impact of Transfers on the Basin. The first such evaluation will occur by July 1, 2003. [Rules §
9.3(a).] Watermaster will take this results of this evaluation into account when assessing the state
of hydrologic balance in all areas and subareas of the Basin under section 7.1 of the Rules.

Article IX also describes the procedures according to which water can be Transferred
within and from the overlying pools. Members of the Non-Agricultural Pool will be able to
Transfer water to other members of the Non-Agricultural Pool or to Watermaster. [Rules § 9.4.]
Water Transferred to Watermaster from the Non-Agricultural Pool may be used only for the
purpose of Replenishment for the Desalters or for the Storage and Recovery Program.

With regard to the Agricultural Pool, Article IX clarifies the Early Transfer of at least
32,800 acre-feet a year to the Appropriative Pool and gives detail to the use of the 2.0 acre-feet
per acre conversion factor. The Article also provides guidance as to when a voluntary agreement
between a member of the Agricultural Pool and a member of the Appropriative Pool can be used
to provide water allocated from the Agricultural Pool to the overlying land for agricultural use on
behalf of the member of the Agricultural Pool by the member of the Appropriative Pool. Such an
agreement is not covered by the land use conversion procedures.

Such procedures are essential to the proper management of the Basin as they provide
operational flexibility and a fair mechanism for the adaptation of Basin practices to changing
social and physical conditions in a manner that is consistent with state law and policy.

J. ARTICLE X - APPLICATIONS, CONTESTS AND COMPLAINTS

The core of the revisions to the Rules, Article X articulates procedures according to which
Watermaster will consider and act upon Applications for activities that require Watermaster
approval. The procedure described by Article X for consideration and action upon Applications
guarantees that Applications will be considered in an objective and transparent manner within the
otherwise non-objective, interest-based Watermaster process. Article X also creates a voluntary
process by which other parties may contest Applications, and creates a voluntary procedure by
which parties may complain about Material Physical Injury being caused or threatened to

themselves or to the Basin by the activities of another.
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1. APPLICATIONS

Applications must be filed with Watermaster in order to conduct Recharge activities,
Transfer water, store water in Local Storage, Recapture Transferred water or water in a Local
Storage account, or receive credits or reimbursements against OBMP assessments. [Rules §
10.3.] All Applications must be filed on forms which are provided in Appendix 1 of the Rules.

Upon its receipt of an Application, Watermaster staff will provide notice of the
Application to the parties. Watermaster staff will also prepare a summary and analysis of the
Application which is to be sent to the parties with the notice of the Application, and which will
include an analysis of any potential for Material Physical Injury. [Rules § 10.10.] The notice will
specify the date on which the Advisory Committee shall consider the Application, and this date
will be no sooner than thirty days from the date of the notice. [Rules § 10.10.] In the case of an
application to participate in the Storage and Recovery Program, the minimum notice before
consideration by the Advisory Committee will be ninety days.

The Application is then considered by the Pool Committees where it is discussed and
acted upon according to the current Watermaster process. [Rules § 10.11.] If there are no
objections to the Application by any of the parties, then the Application proceeds through the
Watermaster process, first going to the Advisory Committee and then finally to the Board. [Rules
§ 10.17.] However, the Advisory Committee may not consider the Application until at least 21
days after consideration of the Applic'ation be the last of the three pool committees. [Rules §
10.11]. If a party does object to the Application and this objection is not resolved at the Pool
Committee level, then that party can file a Contest. [Rules § 10.13.]

This procedure allows for processing of non-controversial Applications in a timely fashion,
while still allowing the parties a sufficient amount of time to evaluate the contents of the
Applications in order to determine whether they are objectionable. It also allows for resolution of
minor objections at the pool level without the need for a formal Contest.

2. CONTESTS

Except in the case of a Contest to an Application for a credit or reimbursement, a Contest

to an Application must be made on the basis that the activity that is the subject of the Application
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may cause Material Physical Injury to the contestant or to the Basin. [Rules § 10.14.] In order to
be considered timely, a Contest must be filed at least fourteen days prior to the Advisory
Committee meeting at which the Application will be considered. [Rules § 10.13.] The Rules
describe the required contents of a Contest, and make provisions for answers and interventions by
interested parties.

I Contests are heard first by an independent hearing officer. [Rules § 10.18.] The hearing
officer conducts a hearing at which the parties have an opportunity to present their claims and
introduce evidence. [Rules § 10.24.] Based on this, the hearing officer develops a record and
makes proposed findings based upon substantial evidence in the record. These proposed findings
are then transmitted to the Advisory Committee. The Advisory Committee may adopt the findings
of the hearing officer or it may make its own findings, though whatever findings it makes must
also be based upon substantial evidence in the record. [Rules § 10.25(b).] The Advisory
Committee may also send the Contest back to the hearing officer in order to allow the hearing
officer to make additional findings. [Rules § 10.25(a).] The Advisory Committee is limited to one
such remand. [Rules § 10.25(a).]

Once it has made its findings, the Advisory Committee then forwards the Contest to the
Watermaster Board. The Watermaster Board shall consider the Contest and the recommendations
of the Advisory Committee in a manner consistent with the Judgment. [Rules § 10.25(c).] The
Board may also remand the Contest back to the hearing officer for additional findings, though if it
does so, then the hearing officer must forward the Contest to the Advisory Committee for its
reconsideration prior to reconsideration by the Board. [Rules § 10.25(a).] Like the Advisory
Committee, the Board may only make one such remand.

Strict time limits accompany each component of this procedure in order to strike a balance
between the need for thorough review, and the need for expeditious resolution of contests. As
mentioned previously, this process is entirely voluntary and does not preclude any party from
seeking immediate judicial review if it so chooses. However, once a party has chosen to avail itself]
of the procedures of Article X, it shall exhaust the full process before seeking judicial review,

unless there are extenuating circumstances that justify immediate review. [Rules § 10.2.]
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3. COMPLAINTS

A Complaint is filed by a party in order to receive redress for activities on the part of
another party or parties that is or will cause Material Physical Injury to the Complainant or the
Basin. The process for Complaints is essentially the same as the process for Contests except that
where Contests are filed subsequent to consideration of an Application by the pool committees, a
Complaint is heard first by the pool committees. It is only where a Complaint cannot be resolved
at the pool committee level that a hearing is scheduled. [Rules § 10.21.] As is the case with
Applications, this procedure allows for the possibility that objections can be resolved in advance
of the need to initiate the formal hearing process.

Each party bears its own expenses for any phase of either an Application, Contest or
Complaint, though Watermaster’s costs associated with preparing the summary and analysis or
participating in a hearing shall be considered a general Watermaster administrative expense.
[Rules § 10.26.] The parties do not believe that this method of handling the costs associated with
this process will cause an inequity for any party or have a chilling effect upon the ability of parties
to bring Contests or Complaints. However, should this assumption prove to be false, the Rules
allow any party to request that the cost allocation section of the Rules be renegotiated. [Rules §
10.26(c).]

ITL
STATUS REPORT ON DESALTER NEGOTIATIONS AND WESTERN MUNICIPAL
WATER DISTRICT’S RECISSION OF ITS CONDITIONAL EXECUTION OF THE
PEACE AGREEMENT

Western Municipal Water District (WMWD) approved and executed the Peace Agreement
in August of 2000. However, WMWD, unlike any other party to the Peace Agreement, adopted a
resolution that authorized its execution on condition that certain issues must be resolved before
the Peace Agreement would become binding on WMWD. These issues centered on whether the
desalter facilities contemplated by the Peace Agreement could be designed, funded, constructed
and operated within the cost parameters set forth in the Agreement and whether water supply

contracts would be executed to cover the identified costs.
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WMWD has agreed to rescind its earlier resolution and make its endorsement of the Peace
Agreement unconditional upon satisfaction of the concerns expressed in its earlier Resolution.
WMWD has subsequently acted on several occasions to extend its earlier Resolution through May
2,2001.

Since August of 2000, Watermaster has continued to facilitate discussions between the
prospective purchasers and sellers of desalted water that were identified under the Peace
Agreement. The "purchasers group" consists of the Cities of Chino, Chino Hills, Norco and
Ontario, the Jurupa Community Services District (JCSD), Santa Ana River Water Company and
the State of California. The "sellers group” consists of the Inland Empire Utilities Agency
(IEUA), the Orange County Water District (OCWD) and the WMWD.

The two groups have vacillated between various deal structures, facilities plans, financing
plans, rate approaches and other variables. Overtime, the parties have reached agreement that
the Integrated Chino — Arlington Desalters System (ICADS) is the best general approach to the
future operation of desalter facilities. Moreover, it appears that all parties to the discussions now
mutually agree that a single facilities plan, commonly referred to as "Alternative 10" represents
the consensus agreement on which desalter facilities will satisfy the requirements of the Peace
Agreement. (See Exhibit "B" attached hereto.)

The two groups also appear to have narrowed the differences considerably on a wide
variety of issues. For example, there are two competing deal structures that present moderately
different approaches on the best method to move forward with Alternative 10. It appears that
there is general agreement on the desire to pursue a "lease to purchase" arrangement for the
Chino I Desalter, the Chino I Expansion and the Chino II Desalter between the purchasers and the
Sellers, operating pursuant to Project Committee Number 14 of the Santa Ana Watershed Project
Authority (SAWPA). Under this scenario desalted water from the Arlington Desalter would be
provided to the purchasers through a water supply contract between WMWD and OCWD acting
as Project Committee Number 9 ("PC#9") of SAWPA.

There are, however, still areas of disagreement among the parties. These disagreements

primarily arise from policy questions on how water from the Arlington Desalter is to be made
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available for use by the purchasers and whether the City of Norco will take its water through an
amalgamated entity comprised of all the Chino Basin purchasers or have a separate contract with
PC#9. In addition, the allocation of grant funds among the desalter projects could have cost of
water impacts on the purchasers and the scheduling of certain facilities. Lastly, the State of
California is con#nuing its involvement in the negotiations for the purchase of desalter water or,
in the alternative, the purchase of water directly from the cities of Chino and Norco.

Given the need to move forward and secure at least the $56 million dollars that have been
set aside for the ICADS project under Proposition 13, Watermaster remains deeply concerned. It
is important that a term sheet be reached soon so that the WMWD Resolution and the associated
cloud of uncertainty on the OBMP can be removed.

As Watermaster has reported in the past, with all the available financial data, engineering
information and the reports of the parties and the consultants, there appears to be no severe
impediment to reaching an agreement if the parties have the will to proceed. Watermaster has
secured commitments from the purchasers and sellers to meet at least once a week, and more if
necessary, until an appropriate term sheet and ultimately contracts can be drafted. Watermaster
remains hopeful that the negotiators for all the parties will execute a term sheet well in advance
of'the April 19, 2001 hearing date.

IV.
POST-ORDER MEMORANDUM, INTERVENTION AND WATERMASTER’S 23%P
ANNUAL REPORT

A. POST-ORDER MEMORANDUM

The parties filed their Post-Order Memorandum with the Court on October 26, 2000. It
responded to a number of issues identified by the Special Referee that would benefit from further
clarification. These issues were identified by the Referee in two reports to the Court, the first
dated September 13, 2000, and the second dated September 25, 2000.

The Referee submitted a third report to the Court on November 22, 2000, which found
that the Post-Order Memorandum would provide a useful construction aid for the Court in the

exercise of its continuing jurisdiction, with no further need to address the issues identified in the
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two previous September reports, with the exception of a limited number of matters that were
more appropriately addressed through the revisions to the Rules and Regulations.

B. INTERVENTION

Watermaster submitted a Petition for Order Confirming and Approving Intervention of
Loving Savior of the Hills Lutheran Church on January 25, 2001. Watermaster requested that the
Court approve this intervention and assign the production of the Loving Savior of the Hills
Lutheran Church to the Overlying (Non-Agricultural) Pool. Loving Savior of the Hills Lutheran
Church should be bound by all of the benefits and burdens of the Judgment and be assigned a
share of the Initial Operating Safe Yield of zero (0.0) percent.

C. WATERMASTER’S 23*> ANNUAL REPORT

Watermaster’s 23™ Annual Report was submitted to the Court on January 25, 2001.
Watermaster requests the Court to receive and file this Report.

V.
CONCLUSION

On the basis of the foregoing, the parties request the Court to:

(1 Approve the revised Chino Basin Watermaster Rules and Regulations;

2) Approve the Post-Order Memorandum as responsive to the Court’s request for

further clarification;
(3) Approve the intervention of Loving Savior of the Hills Lutheran Church; and

(4)  Receive and file Watermaster’s 23" Annual Report.

HATCH AND PARENT
B/ o 4—'/‘—-—“"4’/,./'/3//

SCOTT S. SLATER
MICHAELT. FIFE
Attorneys for Chino Basin Watermaster
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1.0 Title.

ARTICLE 1

GENERAL PROVISIONS

This document shall be known and may be referred to as the “Chino Basin Watermaster
Rules and Regulations™ adopted pursuant to the Judgment,

1.1 Definitions

As used in these Rules and Regulations, these terms, including any gramimatical variations
thereof shall have the following meanings.

(a)

()

(d)

(¢)

“Active Parties” means all pariies other than those who have filed a written waiver
of service of notices with Watermaster, pursuant to Paragraph 58 of the Judgment.

[Judgment § 4(a).]

“Agricultural Pool” shall have the meaning of Overlying (Agricultural) Pool as used
in the Judgment and shall include all its members. [Peace Agreement § 1.1(a).]

“Agricultural Pool Committee” shall mean the designated representatives and
alternates who serve on behalf of the Agricultural Pool.

“Annual or Year” means-a fiscal year, July 1 through June 30 following, unless the
context shall clearly indicate a contrary meaning, [Judgment 4 4(b).]

“Annual Production Right” means the total amount of water available to the
Appropriative Pool in any year from all available sources (e.g., Cany-Over Water,
share of Initial Operating Safe Yield, Transfers, assignments, New Yield, water
Recaptured from Storage, 1and-use conversions, Early Transfer) which Watermaster
shall determine can be Produced by the Appropriative Pool free of a Replenishment
Obligation.
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®

(g)

(h)

(1)

)

(k)

0y

(m)

(n)

(0)

“Answer” means the written response that may be filed to a Complaint or the reply
to a Contest pursuant to the provisions of Article X.

“Applicant” means a person that filés an Application for Watermaster approval
pursuant to Article X.

“Application” means a request filed by any person pursuant to the provisions of
Article X, seeking (i) Watermaster approval of Recharge, Transfer, Recapture or
Qualifying Storage operations or activities or (ii) for Watermaster approval of a credit
or reimbursement.

“Appropriative Pool” shall have the meaning as used in the Judgment and shall
include all its members. [Peace Agreement § 1.1(b).]

“Appropriative Right” means the annual Production right of a Producer from the
Chino Basin other than pursuant to an Overlying Right. [Judgment § 4(c).]

“Basin Water” means Groundwater within the Chino Basin which is part of the Safe
Yield, Operating Safe Yield (including New Yield), or Replenishment Water in the
Basin as a result of operations under the Physical Solution decreed in the Judgment.
Basin Water does not include “Stored Water” under the Judgment and the Peace
Agreement. [Judgment § 4(d).]

“Best Efforts” means reasonable diligence and reasonable efforts under the totality
of'the circumstances. Indifference andinactiondo not constitute Best Efforts. Futile
action(s) are not required. [Peace Agreement § 1.1(d).]

“CBWCD” means the Chino Basin Water Conservation District. [Peace Agreement
§ 1.1(e).]

“Carry-Over Right” means the annual unpumped share of Safe Yield and Operating
Safe Yield thatis reserved to be pumped first the following year by the members of
the Non-Agricultural Pool and the Appropriative Pool respectively. [Based on the
Judgment Exhibit “G” § 7 and Exhibit “H” § 12.]

“Carry-Over Water” means the un-Produced water in any year that may accrue to a
Producer under the Judgment and the Peace Agreement and that may be Produced
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first each subsequent Fiscal Year or stored as Excess Carry-Over. (Judgment Exhibit
HY12)

(p) “CEQA” means the California Envirofimental Quality Act, Public Resources Code
Sections 21000 et seq; 14 California Code of Regulations 15000 et seq. [Peace -
Agreement § 1.1(f).]

@ “Chino Basin” or “Basin” means the Groundwater basin underlying the area shown
on Exhibit “B” to the Judgment and within the boundaries described on Exhibit “K”
to the Judgment. {Judgment § 4(f) and Peace Agreement § 1.1(g).]

69} “Chino Basin Watershed” means the surface drainage area tributary to and overlying
Chino Basin. [Judgment § 4 (g) and Peace Agreement § 1.1(h).]

(s) “Chino I Desalter,” also known as the SAWPA Desalter, means the Desalter owned
and operated by PC14 with a present capacity of approximately eight (8) million
gallons per day (mgd) and in existence on the Effective Date. [Peace Agreement §

1.1G).]

® “Chino I Desalter Expansion” means the planned expansion of the Chino I Desalter
from its present capacity of approximately eight (8) mgd to a capacity of up to
fourteen (14) mgd. [Peace Agreement § 1.1(j).]

(v) “Chino I Desalter” means anew Desalter notin existence on the Effective Date with
a design capacity of approximately ten (10) mgd, to be constructed and operated
consistent with the OBMP and to be located on the eastside of the Chino Basin.
[Peace Agreement § 1.1(k).]

(V) “Committee(s)” means any of the Pool Committees or the Watermaster Advisory
Committee as the context may compel.

(w)  “Complainant” means a party to the Judgment that files a Complaint pursuant to
Article X.

(x) “Complaint” means a claim filed by a party to the Judgment with Watermaster
pursuant to the provisions of Article X.
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)
@)
(aa)

(bb)

(ce)

(dd)

(ee)

(tf)

(g8)

(bh)

“Contest” means an objection filed by a party to the Judgment pursuant to the
provisions of Article X.

“Contestant” means a party to the Judgment that files a Contest pursuant to the
provisions of Article X.

“Court” means the court exercising continuing jurisdiction under the Judgment.
[Peace Agreement § 1.1(1).]

“Date of Execution” means the first day following the approval and execution of the
Peace Agreement by the last Party to do so. [Peace Agreement § 1.1(m).]

“Desalter” and “Desalters” means the Chino I Desalter, Chino I Desalter Expansion,
the Chino II Desalter, related facilities and Future Desalters, consisting of all the
capital facilities and processes that remove salt from Basin Water, including
extraction wells, transmission facilities for delivery of groundwater to the Desalter,
Desalter treatment and delivery facilities for the desalted water including pumping
and storage facilities, and treatment and disposal capacity in the SARI System.
[Peace Agreement § 1.1(n).]

“Direct Recharge” means the storage of water by percolation in spreading grounds
or by injection through wells. [Judgment § 50(a).]

“Early Transfer” means the reallocation of Safe Yield in accordance with the Peace
Agreement where water from the Agricultural Pool is made available to the
Appropriative Pool on an annual basis. [Peace Agreement § 1.1(0).]

“Effective Date” means October 1, 2000, provided that all conditions precedent in
the Peace Agreement were waived or satisfied. [Peace Agreement § 1.1 (p).]

“Excess Carry-Over Water” means Carry-Over Water whichin aggregate quantities
exceeds a party’s share of Safe Yieldin the case of the Non-Agricultural Pool, or the
assigned share of Operating Safe Yield in the case of the Appropriative Pool, in any
year.

“Future Desalters” rneans‘enlargement of the Chino I Desalter to a capacity greater
than the Chino I Expansion or enlargement of the Chino II Desalter and any other
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(i)

61))

(kk)

1

(mm)

(nn)

(00)

(pp)

(q9)

new Desalter facilities that may be needed to carry out the purposes of the OBMP
over the term of the Peace Agreement. [Peace Agreement § 1.1(q).]

“General law” means all applicable state and federal laws. [Peace Agreement §

1.1(r).]

“Groundwater” means all water beneaththe surface of the ground. [Judgment§ 4 (h)
and Peace Agreement § 1.1(s).]

“Groundwater Storage Agreement” means either a Local Storage Agreement or an
agreement in connection with a Storage and Recovery Program.

“TIEUA” means the Inland Empire Utilities Agency, referred to in the Judgment as
Chino Basin Municipal Water District. [Peace Agreement § 1.1(t).]

“In-lieu Recharge” means taking supplies of Supplemental Water in lieu of pumping
groundwater otherwise subject to Production as an allocated share of Operating Safe
Yield, as provided in Exhibit “H” Paragraph 11 of the Judgment. [Peace Agreement

§ 1.1(u).]

“Initial Operating Safe Yield” means the Operating Safe Yield first established by
the Judgment; i.e. 54,834 acre-feet. [Judgment Exhibit “E”.]

“Judgment” means the Judgment dated January 27, 1978, in San Bernardino County
Case No. 164327 (redesignated as San Bemardino County Case No. RCV 51010) as
amended by Order Approving Amendments to Judgment Dated December 1, 1995,
and Order for Amendmentsto the Judgment Regarding Changesin Pooling Plans and
Appropriative Pool Representation onthe Advisory Committee, dated September 18,
1996 and other such amendments. [Peace Agreement § 1.1(v).]

“Local Imported Water” is water from any origin, native or foreign which was not
available for use or included in the calculation of Safe Yield of the Chino Basin at
the time the Judgment was entered.

“Local Storage” means wélter held in a storage account pursuant to a Local Storage

Agreement between a party to the Judgment and Watermaster. Local Storage
accounts may consist of: (i) a Producer’s unproduced Excess Carry-Over Water or
(if) a party to the Judgment’s Supplemental Water, up to a cumulative maximum of
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fifty thousand (50,000) acre-feet for all parties to the Judgment stored in the Basin
onor after July 1,2000 or (iit) that amount of Supplemental Waterpreviously stored
in the Basin on or before July 1, 2000 and quantified in accordance with the
provisions and procedures set forth in Section 7.2 of these Rules and Regulations, or
(iv) that amount of water which is or maybe stored in the Basin pursuant to a Storage
Agreement with Watermaster which exists and has not expired before July 1, 2005.
[Peace Agreement § 1.1(x).]

(rr)  “Local Storage Agreement” means a Groundwater Storage Agreement for Local
Storage.

(ss)  “Material Physical Injury” means material injury that is attributable to the Recharge,
Transfer, Storage and Recovery, management, movement or Production of water, or
implementation of the OBMP, including, but not limited to, degradation of water
quality, liquefaction, land subsidence,increases in pump lift (lower water levels) and
adverse impacts associated withrising Groundwater. Material Physical Injury does
not include “economic injury” that results from other than physical causes. Once
fully mitigated, physical injury shall no longer be considered to be material. [Peace
Agreement §1.1(y).]

(tt)  “Metropolitan Water District o- MWD means the Metropolitan Water District of
Southern California. [Peace Agreement § 1.1.(2).]

(uu)  “Minimal Producer” means any producer whose Production does not exceed ten (10)
acre-feet per year. [Judgment § 4(j).]

(vw) “New Yield” means proven increases in yield in quantities greater than historical
amounts from sources of supplyincluding, but not limited to, capture of rising water,
capture of available storm flow, operation of the Desalters and related facilities,
induced Recharge and other management activities implemented and operational
after June 1, 2000. [ Peace Agreement § 1.1(aa).]

(ww) “Non-Agricultural Pool” shall have the meaning as used in the Judgment for the
Overlying (Non-Agricultural) Pool and shall include all its members. [Peace

Agreement § 1.1(bb).]

(xx) “OBMP” means the Optimum Basin Management Program, which consists of the
OBMP Phase I Report and the OBMP Implementation Plan, which shall be
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implemented consistent with the provisions of Article V of the Peace Agreement.
[July 13, 2000 Court Order.]

(vy) “OBMP Assessments” means assessments levied by Watermaster for the purpose of
implementing the OBMP. These OBMP Assessments shall be deemed
Administrative Expenses under Paragraph 54 of the Judgment. OBMP Assessments
do not include assessments levied as provided in section 5.1(g) of the Peace
Agreement. Upon the expiration of the Peace Agreement, no conclusion of “general
benefit” may be drawn based upon the manner in which the assessments have been
made during the term of the Peace Agreement. [Peace Agreement § 1.1(cc).]

(zz) “OBMP Implementation Plan” means Exhibit “B” to the Peace Agreement. [Peace
Agreement § 1.1(dd).]

(aaa) “OCWD” means the Orange County Water District.

(bbb) “Operating Safe Yield” means the annual amount of Groundwater which
Watermaster shall determine, pursuant to criteria specified in Exhibit “I” to the
Judgment, can be Produced from Chino Basin by the Appropriative Pool parties free
of Replenishment obligation under the Physical Solution. Watermastershallinclude
any New Yield as provisional Safe Yield in determining Operating Safe Yield. |
Judgment q§ 4(l) and Peace Agreement § 1.1(ee).]

(ccc)  “Overdraft” means a condition wherein the total annual Production from the Basin
exceeds the Safe Yield thereof, as provided in the Judgment. [Judgment § 4(m) and
Peace Agreement § 1.1(ff).]

(ddd) “OverlyingRight” meansthe appurtenant right of an owner of lands overlying Chino
Basin to Produce water from the Basin for overlying beneficial use on such lands.

(Judgment § 4(n).]

(eee) “PCl4"meansProject CommitteeNo. 14, members of SAWPA, composed of IEUA,
WMWD, and OCWD, pursuant to Section 18 of the SAWPA Joint Exercise of
Powers Agreement which now constitutes the executive Authority through which
SAWPA acts with respect to the Chino I Desalter and other facilities, programs and
projects. [Peace Agreement § 1.1(11).]
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(f;ff) “Party” or “Parties” means a Party to the Peace Agreement. [Peace Agreement §
1.1(gg)]

(ggg) “Party” or “Parties to the Judgmenf” means a party to the Judgment. [Peace
Agreement § 1.1(hh).]

(hhh) “Peace Agreement” means the agreement dated June 29, 2000 among various parties
to the Judgment identified therein and approved by Watermaster as it existed on that
date and without regard to any subsequent amendment thereto unless such
amendments are approved by each Party to the Peace Agreement, Watermaster and
the Court.

(iii)  “Person” means any individual, partnership, corporation, limited liability company,
business trust, joint stock company, trust, unincorporated association, joint venture,
governmental authority, water district and other entity of whatever nature including
but not limited to the State of California and the Department of Water Resources.

[Judgment § 4(0).]

(jJ)  “Physical Solution” shall have the meaning of the Physical Solution as described
the Judgment.

(kkk) “Produce or Produced” means to pump or extract groundwater from the Chino Basin.
[Judgment § 4(g) and Peace Agreement §1.1 (ii).]

(llI)  “Producer” means anyperson who Produces water from the Chino Basin. [Judgment
9 4(r) and Peace Agreement § 1.1 (jj).]

(mmm)“Production” means the annual quantity, stated in acre-feet, of water Produced from
the Chino Basin. [Judgment § 4(s) and Peace Agreement § 1.1(kk).]

(nnn) “Public Hearing” means a hearing of Watermaster held pursuant to the Judgment
other than as provided in Article X herein.

(000) “Qualifying Storage” means the storage of Supplemental Water, Storage and
" Recovery Programs, and the storage of Excess Carry-Over Water after July 1, 2005.

(ppp) “Recapture” and “Recover” means the withdrawal of water stored inthe Basin under
a Groundwater Storage Agreement.
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(qqq) “Recharge and Recharge Water” means the introduction of water into the Basin,
directly or indirectly, through injection, percolation, delivering water for use in lieu
of Production or othermethod. Recharge references the physical act of introducing
water into the Basin. Recharge includés Replenishment Water but not all Recharge
is Replenishment Water. This definition shall not be construed to limit or abrogate
the authority of CBWCD under general law. [Peace Agreement § 1.1(nn).)

(rrr)  “Recycled Water” means water which, as a result of treatment of w astewater, is
suitable for a direct beneficial use or a controlled use that would not otherwise occur
and is therefore considered a valuable resource, referred to as “reclaimed water” in
the Judgment. [Judgment § 4(u) and Peace Agreement § 1.1 (pp).]

(sss)  “Replenishment Obligation” means the quantity of water that Watermaster must
purchase to replace Production by any Pool during the preceding Fiscal Year which
exceeds that Pool’s allocated share of Safe Yield or Operating Safe Yield in the case
of the Appropriative Pool. The quantity of a Producer’s Over-Production and the
Replenishment Obligation is determined after Watermaster takes into account any
Transfers of water or any Recovery from storage in the same year, and takes into
account the Appropriative Pool obligation as a result of the implementation of the
Peace Agreement, if any. [Judgment § 45.]

(ttt)  “Replenishment Water” means Supplemental W ater used to Recharge the Basin
pursuant to the Physical Solution, either directly by percolating the water into the
Basin or indirectly by delivering the water for use in lieu of Production and use of
Safe Yield or Operating Safe Yield. [Judgment § 4(v) and Peace Agreement §
1.1(00).]

(uuu) “Responsible Party”” means the owner, co-owner, lessee or other person designated
bymultiplepartiesinterested inawell asthe personresponsible forpurposes of filing
reports with Watermaster pursuant to the Judgment § 4(w). [Judgment, § 4(w).]

(vvv) “SafeYield” meansthelong-term average annual quantity of groundwater (excluding
Replenishment Water or Stored Water but including return flow to the Basin from
use of Replenishment or Stored Water) which can be Produced from the Basin under
cultural conditions of a particular year without causing an undesirable result.
[Judgment § 4(x) and Peace Agreement § 1.1(qq).]
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(www) “Salt Credits” means anassignable credit that maybe granted by the Regional Water

(xxx)

(yyy)

(zzz)

(ab)

(ac)

(ad)

(ae)

(af)

Quality Control Board and computed by Watermaster from activities that result from
removal of salt from the Basin, or that result in a decrease in the amount of salt
entering the Basin. [Peace Agreement § 1.1 (r1).]

“SAWPA” means the Santa Ana Watershed Project Authority. [Peace Agreement §
1.1(ss).]

“SBYVMWD” means San Bermardino Valley Municipal Water District. {Judgment §
4(y)

“Sphere ofInfluence” has the same meaning as set forthin Government Code Section
56076.

“Storage and Recovery Program” means the use of the available storage capacity of
the Basin by any person under the direction and control of Watermaster pursuant to
a Court approved Groundwater Storage Agreement but excluding “Local Storage,”
including the right to export water for use outside the Chino Basin and typically of
broad and mutual benefit to the parties to the Judgment. {Peace Agreement §1.1(uu).]

“Stored Water” means Supplemental Water held in storage, as a result of direct
spreading, injection or in-lieu delivery, for subsequent withdrawal and use pursuant
to a Groundwater Storage Agreement with Watermaster. [Judgment § 4(aa) and
Peace Agreement § 1.1(vv).]

“Supplemental Water” means waterimported to Chino Basin from outside the Chino
Basin Watershed and Recycled Water. [Judgment § 4(bb) and Peace Agreement §
1.1(ww).] -

“Transfer” means the assignment (excepting an assignment by a member of the Non-
Agricultural Pool or the Agricultural Overlying Pool), lease, or sale of a right to
Produce water to another Producer within the Chino Basin or to another person or
entity for use outside the Basin in conformance with the Judgment, whether the
Transfer is of a temporary or petmanent nature. [Peace Agreement § 1.1 (xx).]

“TVMWD” means Three Valleys Municipal Water District (referred to in the
Judgment as Pomona Valley Municipal Water District). [Peace Agreement § 1.1(yy).]
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(ag) “Uniform Groundwater Rules and Regulations” (UGRR) means the Uniform
Groundwater Rules and Regulations that were in effect on December 31, 2000.

(ah)  “Watermaster” means Watermaster a's': the term is used in the Judgment. [Peace
Agreement §1.1 (zz).]

(al) “Watermaster Resolution 88-3" means the resolution by the Chino Basin
Watermaster establishingthe procedure-for transferring unallocated Safe Yield water
from the Agricultural Pool to the Appropriative Pool on an annual basis, adopted on
April 6, 1988 and rescinding Resolution 84-2 in its entirety. [Peace Agreement §
1.1(aaa).]

(a) “Watermaster Rules and Regulations” means the Watermaster Rules and
Regulations that were in effect on December 31, 2000.

(ak)  “WMWD” means Western Municipal Water District. [Judgment § 4(cc) and Peace
Agreement § 1.1 (bbb).]

1.2 Rules of Construction
(a)  Unless the context blearly requires otherwise:
1) The plural and singular forms include the other;
(i)  “Shall,” “will,” “must,” and “agrees” are each mandatory;

(ii1)  “may” is permissive;

(iv)  “or” is not exclusive;
v) “Iincludes” and “including” are not limiting; and
(vi)  “between” includes the ends of the identified range.

(b)  Themasculine gender shal'lr'include the feminine and neuter genders and vice versa.
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1.3

1.4

1.5

1.6

2.0

(c) Reference to any agreement, document, instrument, or report means such agreement,
document, instrument or report as amended or modified and in effiect from time to
time in accordance with the terms thereof and, if applicable, the terms hereof.

(d)  Except as specifically provided herein, reference to any law, statute, ordinance,
regulation or the like means such law as amended, modified, codified or reenacted,
in whole or in part and in effect from time to time, including any rules and
regulations promulgated thereunder. [Peace Agreement § 1.2.]

Consistency with Judgment and Peace Agreement. These Rules and Regulations shall be
construed consistent with the Judgment and the Peace Agreement. In the event of a conflict
between these Rules and Regulations and the Judgment or the Peace Agreement, the
Judgment and/or the Peace Agreement shall prevail. Inthe event of a conflict between the
Peace Agreement and the Judgment, the Judgment shall control.

No Prejudice. No provision of these Rules and Regulations shall be used to construe the
power and authority of the Advisory Committee or the Watermaster Board inter-se under the
Judgment.

Amendment of Rules. These Rules and Regulations may be amended by Watermaster only
upon the prior approval of the Watermaster Advisory Committee.

Repeal of All Existing Rules and Regulations. Watermaster’s existing Rules and
Regulations and the UGGR shall be repealed upon the adoption of these Rules and

Regulations.

ARTICLE I1
ADMINISTRATION

Principal Office. The principal office of Watermaster shall be the Chino Basin Watermaster
business office, currently located a'jt 8632 Archibald Avenue, Suite 109, Rancho Cucamonga,
California 91730, telephone number 909-484-3888, or at such other location or locations as
may be designated from time to time by Watermaster Resolution and filed with the Court.
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2.1

2.2

2.3

2.4

2.5

Records. The minutes of Watermaster meetings shall be open to inspection and maintained
at the principal office. [Based on Judgment § 37(d).] Copies of minutes may be obtained
upon payment of the duplication costs thereof. Copies of other records may be obtained on
the payment of the duplication costs thereof and pursuant to Watermaster policy.
Watermaster shall maintain a website. Watermaster Staff shall publish those records and
other matters that it deems to be ofinterest to the parties to the Judgment, the general public
or the Court on its website.

Regular Meetings. Regular meetings shall be held at the principal office of Watermaster
pursuant to Watermaster policy at such time(s) asmay be contained in the necessary notice(s)
thereof. [Based on Judgment 4 37 (b).] As a matter of policy, Watermaster shall generally
operatein accordance with the provisions of the California Open Meetings Law (Brown Act).
However, in the event of conflict, the procedures set forth in these Rules and Regulations
shall control.

Special Meetings. Special meetings may be called at any time by a majority of the
Watermaster Board by delivering notice thereof at least twenty-four (24) hours before the
time of each such meeting in the case of personal delivery (including faxes and electronic
mail), and ninety-six (96) hours in the case of mail. [Based on Judgment 37 (c).]

Adjournrnent. Any meeting may be adjourned to a time and place specified in the order of
adjournment. Less than a quorum may so adjourn from time to time. A copy of the order
or notice of adjournment shall be conspicuously posted forthwith on or near the door of the
place where the meeting was held. [Based on Judgment § 37 (e).]

Public Meetings/Hearings. All meetings, whether regular or special, shall be open to the

public unless they are properly designated as a confidential session. Whenever a Public
Hearing shall be required therein; written notice of such public hearing containing the time,
date and place of Public Hearing, together with the matter to be heard thereat, shall be given
to all Active Parties and each such person who has requested, in writing, notice of such
meeting, at least ten (10) days prior to said Public Hearing. At such Public Hearing,
evidence shall be taken with regard to only the matters noticed, unless a sufficient urgency
shall exist to the contrary, and full findings and decisions shall be issued and made available
for public inspection. Notwithstanding the provisions of this Section 2.5, the provisions of
Article X shall control when applicable.
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2.6 Confidential Sessions.

(a)

(b)

(c)

(d)

(e)

The Watermaster Board mayhold confidential sessions authorized by thisRule. A
confidential session may be held by the Watermaster Board and, at a minimum, the
chairs of the three Pools (Appropriative, Agricultural and Non-Agricultural) to, ina
manner consistent with the Judgment:
(@) meet with counsel to discuss or act on pending or threatened litigation
involving Watermaster; or
(i)  discuss personnel matters of Watermaster employees involving
individual employees; or
(iii)  discuss contract negotiations involving Watermaster.

Minutes shall not be taken for confidential sessions of the Watermaster Board, but
a confidential memorandum shall be prepared to describe attendance and votes on
decisions.

Notice of confidential sessions of the Watermaster Board shall be as provided in
Section2.7.

A report on any action taken at the confidential session of the Watermaster Board
shall be given both immediately following the conclusion of the confidential session
and at the next regular meeting of the Watermaster Board.

The Advisory Committee may hold a confidential session on any matter authorized
by its own resolution.

2.7  Notice. Notices shall be given in writing to all Active Parties and each such person who has
requested notice in writing, and shall specify the time and place of the meeting and the
business to be transacted at the meeting. Notice may be provided by either facsimile or
electronic mail delivery if the party so consents to such delivery. [Based on Judgment
37(c).] Delivery of notice shall be deemed made on the date personally given or within
ninety-six (96) hours of deposit thereofinthe United States mail, first class, postage prepaid,
addressed to the designee and at the address in the latest designation filed by such person.
Copies of all notices shall be published on the Watermaster website.

2.8 Quorum. A majority of the Board acting as Watermaster shall constitute a quorum for the
transaction of the affairs or business. [Based on Judgment  35.]
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2.9

2.10

Voting Procedures. Only action by affirrnative vote of a majority of the members of the
Watermaster Board present and acting as Watermaster shall be effective. All actions may
be adopted by voice vote, but upon demand of any member of a Board acting as
Watermaster, the roll shall be called and the ayes and noes recorded in the minutes of the
proceedings. Every member of a Board acting as Watermaster, in attendance, unless
disqualified byreason of anopinionofthe Watermaster counsel thatthemember oftheboard
has a conflict of interest, shall be required to vote.

Conflict of Interest. Watermaster is an interest based governing structure in which various
interests must be represented in decision-making. It is expected and preferred that each
interest be allowed to participate in Watermaster decisions except as provided in these Rules
and Regulations. Each member of the Watermaster Board or the Advisory Committee shall
vote on matters before the Board or Advisory Committee unless that member has a conflict
of interest as described in this Rule or other provision of general law. No member of the
Watermaster Board or Advisory Committee may vote, participate in meetings or hearings
pertaining to, or otherwise use his or her position to influence a Watermaster decision in
which he knows or has reason to know he has both a direct personal and financial interest.

(@) Subject to the qualification provided for in section 2.10(b) herein, a member of the
Watermaster Board or Advisory Committee is deemed to have a direct personal and
financial interest in a decision where it is reasonably foreseeable that the decision
will have a material effect on the Watermaster member, members of his or her
immediate family, or the Watermaster member’s other business, property, and
commercial interests.

(b)  Tobeclassified as adirect personal and financial interest, the particular matter must
be distinguishable from matters of general interest to the respective pool
(Appropriative, Non-Agricultural, or Agricultural) or party to the Judgment, which
the Watermaster member has been appointed to represent on the Watermaster Board
or Advisory Committee. The member must stand to personally gain discrete and
particularadvantage from the outcome of the decision beyond that generallyrealized
by any other person or the interests he or she represents. Moreover, Watermaster
representatives are expressly intended to act in a representative capacity for their
constituents. A member of the Board or Advisory Committee shall not be considered
to have a discrete and particular financial advantage unless a decision may result in
their obtaining a financial benefit that is not enjoyed by any other person. In those
instances where the Board member or Advisory Committee member does have a
conflict of interest, that respective interest may be represented by that interest’s
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2.11

2.12

213

2.14

2.15

designated alternate and the Board or Advisory Committee member with the
identified conflict of interest may address the Board or Commiittee or participate in
the hearing or meeting as a party to the Judgment.

Minutes. The secretary (orin the absence thereof any person so designated at said meeting)
shall cause the preparation and subscription of the minutes of each meeting and make
available a copy thereof to all Active Parties and each person who has filed a request for
copies of all minutes or notices in writing. The minutes shall constitute notice of all actions
therein reported. Unless a reading of the minutes is ordered by a majority of the members
of the Board acting as Watermaster, minutes may be approved without reading. [Based on
Judgment § 37(d).] Watermaster shall publish a copy of its minutes on the Watermaster
website.

Rules of Order. Except as may be provided herein, the procedures of the conduct of any
meeting shall be governed by the latest revised edition ofRoberts’ Rules of Order. However,
such rules, adopted to expedite the transaction of the business in an orderly fashion, are
deemed to be procedural only and failure to strictly observe such rules shall not affect the
jurisdiction or invalidate any action taken at a meeting that is otherwise held in conformity
with law.

Compensation. Members of Watermaster shallreceive compensation from Watermaster for
attendance at meetings, regular or special, in an amount as approved by the Court together
with reasonable expenses related to the respective activities thereof, subject to applicable
provisions of law. [Based on Judgment § 18 (as amended).]

Emplovment of Experts and Agents. Watermastermay employorretain such administrative,
engineering, geologic, accounting, legal or other specialized personnel and consultants as it
may deem appropriate and shall require appropriate bonds from all officers and employees
handling Watermaster funds. Watermaster shall maintain records for purposes of allocating
costs of such services as well as of all other expenses of Watermaster administration as
between the several pools established by the Physical Solution of the Judgment. No member
of the Watermaster Advisory Committee or any Pool Committee may be employed or
compensated by Watermaster for professional or other services rendered to such committee
orto Watermaster other than as provided in section 2.13 above. [Based on Judgment §20.]

Acquisition of Facilities. Watermaster may purchase, lease, acquire and hold all necessary
facilities and equipment; provided, that it is not the intent of the Judgment that Watermaster
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2.16

2.17

2.18

2.19

2.20

2.21

acquire any interest in real property or substantial capital assets. [Judgment q 19 and Peace
Agreement § 5.1(h).]

Investment of Funds. Watermaster may hold and invest all Watermaster funds in
investments authorized from time to time for public agencies of the State of Califomnia,
taking into consideration the need to increase the eaming power of such funds and to
safeguard the integrity thereof. [Based on Judgment § 23.]

Borrowing, Watermaster may borrow from time to time, amounts not to exceed the annual
anticipated receipts of Watermaster during such year. [Judgment 9 24.]

Contracts. Watermaster may enter into contracts and agreements for the performance of any
of its powers pursuant to the Judgment.

Cooperation with Other Agencies. Watermaster may, subject to the prior recommendation
of the Advisory Committee, act jointly or cooperate with agencies of the United States of
America, and the State of California or any political subdivisions, municipalities, districts
or any person to the end that the purpose of the Physical Solution of the Judgment may be
fully and economically carried out. [Based on Judgment § 26.]

Annual Administrative Budget. Watermaster shall submit to the Advisory Committee, after
Pool Committee review and approval, an administrative budget and recommendation for
action for each subsequent Fiscal Year on or before March 1. The Advisory Committee shall
review and submit the budget and their recommendations to Watermaster on or before April
1, next following. Watermaster shall hold a public hearing on the budget which was
approved by Advisory Committee at an April meeting of each year and adopt the annual
administrative budget which shall include the administrative items for each committee. The
administrative budget shall set forth budgeted items in sufficient detail as necessary to make
a proper allocation of expenses among the several pools, together with Watermaster's
proposed allocation. The budget shall contain such additional comparative information or
explanation as the Advisory Committee may recommend from time to time. Expenditures
within the budgeted items may thereafter be made by Watermaster in the exercise of its
powers, as matter of course. Any budget transfer in excess of 20% of a budget category, or
modification of the administrative budget during any year shall be first submitted to the
Advisory Committee for review a:nd recommendation. [Based on Judgment § 30.]

Annual Report. Watermaster shall prepare and make available an annual report, which shall
be filed on or before January 31 of each year and shall contain details as to the operation of
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2.22

2.23

2.24

2.25

2.26

each of the pools, a certified audit of all assessments and expenditures pursuant to the
Physical Solution of the Judgment and a review of Watermaster activities. [Based on
Judgment q 48.] The annual report shall include a “state of the basin” report that generally
describes hydrologic conditions in the Basin and the status of efforts to implement the
OBMP.

Studies. Watermaster may, with concurrence of the Advisory Committee or affected Pool
Committee and in accordance with Paragraph 54(b) of the Judgment, undertake relevant
studies of hydrologic conditions, both quantitative and qualitative, and operating aspects of
implementation of the Chino Basin OBMP. [Judgment §27.]

Demonstrated CEQA Compliance. Watermaster shall not approve any request made under
the Judgment or these Rules and Regulations where the proposed action also constitutes a
“project” within the meaning of CEQA unless the Watermaster finds that the person
requesting Watermaster approval has demonstrated CEQA compliance.

Notice of Litigation. Watermaster shall provide reasonable notice to the parties to the
Judgment of any threatened or existing litigation affecting Watermaster or that challenges
the legality, validity, or enforceability of the Judgment, the Peace Agreement, the OBMP
Implementation Plan or the Rules and Regulations.

Defense of Judgment. Watermaster shall reasonably defend the Judgment, the Peace
Agreement, the OBMP Implementation Plan and these Rules and Regulations against
challenges brought by persons who are not parties to the Judgment. These costs incuired by
Watermaster in defending the Judgment, the Peace Agreement, the OBMP Implementation
Plan and these Rules and Regulations shall be considered a Watermaster general
administrative expense. However, the State of California shallnotbe obligated toreimburse
Watermaster for any legal or administrative costs incurred in such defense. [Peace
Agreement § 4.1.]

Written Reports. All reports required to be provided by Watermaster under these Rules and
Regulations shall be provided in written form unless the context requires otherwise.
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ARTICLE I
MONITORING

3.0 Scope. This Article sets forth Watermaster’s rules and procedures for monitoring
Groundwater Production.

3.1 Meters.

(a) Reporting. Any personProducingin excess of ten (10) acre-feetper year shall install
and maintain in good operating condition, at the cost of each such person except as
provided in (b) below, such meters as Watermaster may deem necessary. Any such
measuring device shall be subject to regular inspection and testing as the

Watermaster may, from time to time, require, but at a minimum every two years.
[Judgment § 21.]

(b)  Watermaster shall provide a meter testing service with a complete line of carefully
calibrated test equipment. Any Producer may request an evaluation of any or all of
its water meters at any time. Watermaster shall only pay for tests initiated by
Watermaster and for all tests on meters owned by Watermaster

(c)  Agrcultural Pool Meters.

1) Any assessment levied by Watermaster on the members of the Agricultural
Pool to fund the installation of meters which is set forth in the Judgmient,
paragraph 21 regarding metering, shall be paid by the Appropriative Pool.
Members of the Agricultural Pool, shall have no obligation to pay for or
assume any duty with regard to the installation of meters. The obligation to
install and maintain and replace meters on wells owned or operated by
members of the Agricultural Pool shall be that of the Watermaster. [Peace
Agreement § 5.6(2).]

(i)  Agricultural Pool meters shall be installed within forty-eight (48) months of
the Date of Execution. Watermaster shall be responsible for providing the
meter, as well as paying the cost of any installation, maintenance, inspection,
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3.2

4.0

4.1

testing, calibrating and repairing. Themembers of the Agricultural Pool shall
provide reasonable access during business hours to a location reasonably
appropriate for installation, inspection, testing, calibrating and repairing of
a meter. [Peace Agreement § 5.6(b).] However, the State of California
reserves its right to continue to install, operate, maintain, inspect, test and
repair its own meters on wells owned or operated by the State, unless it
consents to installation by Watermaster in which case Watermaster assumes
the cost. [Peace Agreement § 5.6(c).]

(ili) ~ Watermaster shall test every Agricultural Pool meter other than those owned
by the State of California on an active well under Watermaster’s jurisdiction
at least once every two years.

ReportingbyProducers. Each party, or Responsible Party Producing water from the Basin,
shall file with Watermaster on forms provided therefore, a quarterly report of the total water
Production of that Producer during the preceding calendar quarter, together with such
additional information as Watermaster and/or the affected Pool Committee may require.
The report shall be due on the 15th day of the month next succeeding the end of each
respective calendar quarter, i.e., April 15, July 15, October 15 and January 15, except for
minimal Producers, whose reports are due annually by July 15. [Judgment § 47.]

ARTICLE IV
ASSESSMENTS, REIMBURSEMENTS AND CREDITS

Scope. This Article sets forth Watermaster’s rules and procedures regarding, assessments,
reimbursements and credits.

Assessments, Watermaster shall levy assessments against the parties (other than Minimal
Producers complying herewith) based upon Production during the preceding Production
period. The assessment shall be levied by Watermaster pursuantto the pooling plan adopted
for the applicable pool. [Based on Judgment § 53.] Assessments shall cover the cost of
Replenishment Water and the expenses of Watermaster administration which shall be
categorized as either (a) general, or (b) special project expense.
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(a)

(b)

(c)

(d)

(e)

()

General Administrative Watermaster Expense shall include office rental, general
personnel expense, supplies and office equipmentandrelated incidental expense and
general overhead. [Judgment § 54(a).]

Special Project Expense shall consist of special engineering, economic or other
studies, litigation expense, meter testing or other major operating expenses. Each
such project shall be assigned a task order number and shall be separately budgeted
and accounted for. [Judgment § 54 (b).]

General Watermaster administrative expense shall be allocated and assessed against
the respective pools based upon allocations made by the Watermaster, who shall
make such allocations based upon generally-accepted cost accounting methods.
[Judgment § 54.]

Special project expense shall be allocated to a specific pool, or any portion thereof,
only upon the basis of prior express assent and finding of benefit by the appropriate
Pool Committee, or pursuant to written order of the Court. [Judgment § 54.]

Minimal Producers shall be exempted from payment of assessments upon filing of
the Productionreports referred to in Paragraph 3.2 hereof and payment of an annual
five dollar ($5.00) administrative fee with the annual Production report. [Based on
Judgment § 52.]

Notwithstanding the foregoing, Watermaster shall levy assessments for the 6,500
acre-feet per year as provided in section 5.1(g) of the Peace Agreement and the cost
and allocation of this Supplemental Water shall be apportioned pro rata among the
members of the Appropriative Pool under the Judgment according to the Producer’s
share of Initial Operating Safe Yield. [Peace Agreement § 5.1(g)(ii) (correcting
phrasing as required by the context in the Peace Agreement).]

42  OBMP Assessments. Watermaster Assessments for implementation of the OBMP shall be

considered a Watermaster Administrative Expense pursuant to paragraph 54 ofthe Judgment.

43 Assessment - Procedure. Assessn_wnts shall be levied and collected as follows:

(a)

Notice of Assessment. Watermaster shall give written notice of all applicable
assessments to each party as provided in the Judgment not later than October 31 of
each year [Judgment § 55 (a).];
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4.4

(b)

(c)

Payment. Each assessment shall be payable on or before thirty (30) days after the
date of invoice, and shall be the primary obligation of the party or successor owning
the water Production facility at the time written notice of assessment is given, even
though prior arrangement for payment by others has been made in writing and filed
with Watermaster [Judgment § 55(b).]; and

Delinguency. Any delinquent assessment shall incur a late charge of ten (10%)
percent per annum (or such greater rate as shall equal the average current cost of
borrowed funds to the Watermaster) from the due date thereof. Delinquent
assessments and late charge may be collected in a show-cause proceeding instituted
by the Watermaster, in which case the Court may allow Watermaster’s reasonable
cost of collection, including attorney’s fees. [Judgment 9§ 55(c).]

Assessment Adjustments. The Watermaster shall make assessment adjustments in whole or

in part for assessments to any Producer as a result of erroneous Production reports or
otherwise asnecessary forthereporting period aseither a credit or debit in the next occurring
assessment package unless otherwise decided by Watermaster.

(a)

(b)

(c)

(d)

All assessments will be based on the assumption that appropriate, timely filed and
pending Applications will be approved by Watermaster. If any such Applications are
not approved, a supplemental assessment may be levied.

Assessment adjustments maybe necessary due to overstated Production, understated
Production, or errors in the assessment package discovered after the assessments
have been approved.

Watermaster may cause an investigation and report to be made concerning
questionable reports of Production from the Basin.

Watermaster may bring suit in a court having jurisdiction against any Producer for
the collection of any delinquent assessments and interest thereon. The court, in
addition to any delinquent assessments, may award interest and reasonable costs
including attorney’s fees.

4.5 Credits Against OBMP Assessments and Reimbursements. Watermaster shall exercise

reasonable discretion in making its determination regarding credits against OBMP
Assessments and reimbursements, considering the importance of the project or program to the
successful completion of the OBMP, the available alternative funding sources, and the
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professional engineering and design standards as may be applicable under the
circumstances. However, Watermaster shall not approve such a request for
reimbursement or credit against future OBMP Assessments under this section where
the Producer or party to the Judgment was otherwise legally compelled to make the
improvement. [Peace Agreement § 5.4 (d).]

(@) Any party to the Judgment may make Application for credits against OBMP
assessments or for reimbursement by filing a timely Application pursuant to the
provisions of this section and Article X of these Rules and Regulations.

(b) A party to the Judgment is eligible to be considered for credits or reimbursement for
those documented capital, operations and maintenance expenses, including the cost of
shutting down and / or relocating Groundwater Production facilities, that are
reasonably incurred in the implementation of any project or program that carries out
the purposes of the OBMP upon approval of the request by Watermaster. [Peace
Agreement § 5.4(d).]

(c)  AnyProducer that Watermaster compels to shut down and/or move a Groundwater
Production facility that is in existence on August 1,2000 shall have the right to receive
acreditagainst fuitture Watermaster assessments orreimbursement up tothereasonable
cost of the replacement Groundwater Production facility, including the legal rate of
interest on California Judgments. [Peace Agreement § 5.4 (e).]

1) In its sole discretion, Watermaster may determine to issue full reimbursement
upon approval of the Application or to issue a credit against future
Watermaster assessments. However, in the event Watermaster elects to
provide a credit in lieu of reimbursement, it must have fully compensated the
Producer for the reasonable cost of the replacement Groundwater Production
facility through any combination of credits and reimbursements within five
years from the date of the Application, unless the Producer consents in writing
to a longer period.

(i)  This rule shall not be construed in determining the extent of Watermaster’s
authority under the Judgment, if any, to compel the shut-down of a well.

() The purposes of the OBMP shall be those goals set forth in the Phase I Report as
implemented throughthe OBMP Implementation Plan in a marmer consistent with the

4.
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4.6

4.7

4.8

4.9

Peace Agreement including, but not limited to, the prevention of subsidence in the
Basin. [July 13, 2000 Court Order.]

(e) An Application to Watermaster for ‘reimbursement or a credit against OBMP
Assessments shall be considered timely, if and only if, the Application has been
approved by Watermaster in advance of construction or the offer by a party to dedicate
thefacility to carry out the goals of the OBMP. [Based on Peace Agreement § 5.4(d).]

Agricultural Pool Assessments and Expenses. During the term of the Peace Agreement, all
Assessments and expenses of the Agricultural Pool including those of the Agricultural Pool
Committee shall be paid by the Appropriative Pool. Thisincludes butisnotlimited to OBMP
Assessments, assessments pursuant to Paragraphs 20, 21, 22, 30, 42, 51, 53, 54 (both general
administrative expenses and special project expenses), 55, and Exhibit F (Agricultural Pool
Pooling Plan) of the Judgment except however in the event the total Agricultural Pool
Production exceeds 414,000 acre-feet in any five consecutive year period as defined in the
Judgment, the Agricultural Pool shall be responsible for its Replenishment Obligation
pursuant to Paragraph 45 of the Judgment. [Peace Agreement § 5.4 (a).]

Replenishment Assessments. Watermaster shall levy and collect assessments in each year,
pursuant to the respective pooling plans, in the amount of the Replenishment Obligation
(including any Desalter Replenishment) for any pool during the preceding year. [Based on
Judgment § 51.]

Desalter Replenishment Assessments and Credits. The price of Desalted water to a purchaser
of Desalted water does not include the cost of Replenishment. The source of Replenishment
shall be those provided in Article VII herein and Article VII of the Peace Agreement.
However, a purchaser of Desalted water may elect to obtain a reduced Assessment levied by
Watermaster by dedicating by Transfer, or assignment, some or all of its Production rights to
Watermaster for the purpose of satisfying Desalter Replenishment. The amount of the credit
granted by Watermaster shall be equal to the value of the cost of Replenishment Water then
available from the MWD as interruptible, untreated water or the then prevailing value of the
avoided Replenishment Obligation, whichever is less. For purposes of determining
Replenishment assessments, water Produced by the Desalters shall be considered Production
by the Appropriative Pool.

Consistency with Peace Agreement. The procurement of Replenishment Water and the levy

of Assessments shall be consistent with the provisions of section 5.4(a) of the Peace
Agreement.
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4.10

4.11

5.0

5.1

52

5.3

Salt Credits. Salt Credits shall be held in trust for the benefit of the individual members of
the Appropriative Pool according to section 5.5 of the Peace Agreement. Watermaster shall
assign each member’s proportionate share of Salt Credits to the member of the Appropriative
Pool upon request by the member. This rule éstablishes no basis for the allocation of Salt
Credits. Such procedures shall be developed at the time Salt Credits become available for
assignment.

OBMP Committee. Watermaster shall establish a subcommittee (OBMP Committee) for the
purpose of coordinating fund raising efforts in furtherance of the OBMP.

(a)  Thesubcommittee shall hold a regularly scheduled meeting a minimum of once every
quarter.

(b)  Prior to each subcommittee meeting, Watermaster shall prepare a summary of the
finds, loans or grants secured for the purpose ofimplementing the OBMP over the
past three months and distribute any information it may possess regarding the
availability of other potential funds, loans or grants.

ARTICLE V
PHYSICAL SOLUTION

Scope. This Article generally sets forththe standards for Watermaster implementation of the

Physical Solution established by the Judgment, including the application of these standards
to Watermaster conduct and decisions under the Judgment, these Rules and Regulations and
the OBMP. "

Physical Solution. It is essential that this Physical Solution provide maximum flexibility and
adaptability to use existing future, technological, social, institutional and economic options
to maximize beneficial use of the waters of the Chino Basin. [Judgment Y 40.]

Watermaster Control. Watermaster, with the advice of the Advisory and Pool Committees,
is granted discretionary powers in order to develop its OBMP. [Based on Judgment §41.]

Basin Management Parameters. 'Watermaster shall consider the following parameters in
implementing the Physical Solution under Articles VI - X of these Rules and Regulations:
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6.0

6.1

(a)

(b)

(c)

Pumping Patterns. Chino Basin is a common supply for all persons and agencies
utilizing its waters. It is an objective in management of the Basin’s waters that no
Producer be deprived of access to said waters by reason of unreasonable pumping
patterns, nor by regional or localized Recharge of Replenishment Water, insofar as
such result may be practically avoided. [Judgment Exhibit “I”"]

Water Quality. Maintenance and improvement of water quality is a prime
consideration and function of management decisions by Watermaster. [Judgment
Exhibit “T”.]

Economic Considerations. Financial feasibility, economic impact and the cost of
optimum use of the Basin’s resources and the physical facilities of the parties are
objectives and concerns equal in importance to water quantity and quality parameters.
{Judgment Exhibit “I”.]

ARTICLE VI
SAFE YIELD AND OPERATING SAFE YIELD

Scope. This Article sets forth the rules and procedures that are applicable to Watermaster’s
regulation, control, and management of Safe Yield and Operating Safe Yield.

Annual Production Right. The Annual ProductionRight shallbe calculated by Watermaster.

It shall include the Appropriative Pool’s share of Initial Operating Safe Yield of the Basin
including that portion of Early Transfer water made available forthe Appropriative Poolby
the Agricultural Pool pursuant to section 5.3(g) of the Peace Agreement and land use
conversion claims pursuant to section 5.3(h) of the Peace Agreement, and any New Yield as
provisional Safe Yield.

(a)

(b)

Pursuant to the Judgment and to implement the Physical Solution, Watermaster may
adjust the Annual Production Right .

The success of Recharge projects, basin management efforts and changing land use

‘conditions, among other factors, may indicate that enhanced yield in excess of the

Safe Yield is available for extraction without causing Material Physical Injury to any
party to the Judgment or the Basin.
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6.2 NewYield. TheJudgment providesthat Safe Yield may need to be periodically adjusted

' based on more accurate and updated data and based on evidence of increased capture of
native water and increased return flow from use of Replenishment or Stored Water. Safe
Yield can only be re-determined periodically when long-term data or evidence is developed
in support thereof. In order to encourage maximization of Basin Water under the Physical
Solution, New Yield should be treated as a provisional increase in Safe Yield in the interim
between periodic re-determinations of Safe Yield. The Judgment limits the quantity of that
portion of Operating Safe Yield which is comprised of Watermaster authorized controlled
overdraft of the Basin to 200,000 acre-feet total and 10,000 acre-feet in any given year. New
Yield is not controlled overdraft. Accordingly, it shall not be subject to these limitations.

(a)

(b)

(c)

(d)

(e)

Provenincreasesin yieldin quantities greater than the historical level of contribution
from certainRecharge sources mayresult from changed conditions including, but not
limited to, theincreased capture of rising water, increased capture of available storm
flow, and other management activities. These increases are considered New Yield.

To the extent the New Yield arises from conditions, programs or projects
implemented and operational after July 1, 2000, it is available for allocation by
Watermaster as a component of the Annual Production Right for each member of the
Appropriative Pool.

As part of the documentation for the assessments and annual report for each year,
Watermaster will provide a summary and analysis of the historical recharge and
whether there are changed conditions that have resulted in a quantity of New Yield.

Pursuant to the Peace Agreement, any New Yield shall first be assigned to offsetting
Desalter Replenishment "Obligations in the immediately following year and as
reasonably required to satisfy expected future Replenishment Obligations arising
from the Desalter. If there is water in the Watermaster Desalter Replenishment
Account to satisfy the Desalter Replenishment Obligation for the year, the New Yield
shall be made available to the Appropriative Pool to satisfy a Replenishment
Obligation consistent with section 6.3(c) herein.

New Yield is expected tcs_ result from a variety of conditions, including but not
limited to enhanced Basin management, increased stormwater Recharge, induced
Recharge from operationof the Desalters, injection, and changes in land use patterns.
Watermaster has established an initial baseline quantity of stormflow Recharged in

28-

SB 259644 v1: 08350.0001



the Basin under historical conditions in the amount of 5,600 acre-feet peryear. Any
party to the Judgment mayrequest Watermaster to re-examine this initial estimate of
the baseline quantity and to adjust the quantity in accordance with best available
technology and substantial evidence.

63) Nothingin this Section 6.2 shall be construed as over-riding the limitations contained
in Paragraph 44 of the Judgment.

6.3  Accounting of Unallocated Agricultural Portion of Safe Yield.

(2) Ineachyear, the 82,800 acre-feet being thatportion of the Safe Yield made available
to the Agricultural Pool under the Judgment, shall be made available:

® To the Agricultural Pool to satisfy all demands for overlying Agricultural
Pool lands;

(ii)  To land use conversions that were completed prior to October 1, 2000;
(iii)  Toland use conversions that have been completed after October 1, 2000; and

(iv)  To the Early Transfer of 32,800 acre-feet from the Agricultural Pool to the
Appropriative Pool in accordance with their pro-rata share of Initial
Operating Safe Yield.

(b)  Intheeventactual Production by the Agricultural Pool exceeds 414,000 acre-feet in
any five years, the Agricultural Pool shall procure sufficient quantities of
Replenishment Water to satisfy over-Production obligations, whatever they may be.

(c) In the event actual Production from the Agricultural Pool does not exceed 82,800
acre-feet in any one yearor 414,000 acre-feet in any five years but total Production
from all the uses set forth in section 6.3(a) above, exceeds 82,800 acre-feet in any
year, the members of the Appropriative Pool shall procure sufficient quantities of
Replenishment Water to satisfy over-Production obligations, whatever they may be.
The cost of the Replenishment Water, i fany, shall be borne by the Appropriators as

- follows:

(1) For Fiscal Years 2001-2002 through Fiscal Year 2005-2006, the cost of
Replenishment Water shall be bome by Appropriators in accordance with
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their proportionate share of Initial Operating Safe Yield. Thereafter, the
Appropriative Pool shall reconsider its method for apportioning the cost of
Replenishment Water, if any; and

(ii)  Notwithstanding 6.3(c)(i) if the sum of the actual Production from the
Agricultural Pool, plus the 32,800 acre feet from the Early Transfer, plus the
land use conversions, exceeds the sum of 82,800 acre-feet plus any New
Yield not dedicated to Desalter Replenishment pursuant to section 7.4(b)
herein by more than 10,000 acre-feet in any Fiscal Year after 2003-2004, the
Appropriative Pool shall establish the basis for apportioning the cost of
Replenishment Water, if any. Therefore, the Appropriative Pool’s
reconsideration of the method of allocating the cost of the Replenishment
Water attributable to this section may occur earlier than 2006-2007 .
Watermaster’s allocation of Replenishment Obligations pursuant to Section
6.3(c)(i) shall not prejudice a member of the Appropriative Pool from
requesting another method of allocation under the last sentence of 6.3(c)(i)
above, or this section 6.3(c)(i1) on the basis of benefits received.

6.4 Conversion Claims. ‘The following procedures may be utilized by any Appropriator:

(a) Record of Unconverted Agricultural Acreage Watermaster shall maintain on an
ongoing basis a record, with appropriate related maps, of all agricultural acreage
within the Chino Basin subject to being converted to appropriative water use
pursuant to the provisions of this subparagraph.

(b) Record of Water Service Conversion. Any Appropriator who undertakes to
permanently provide water service to any portion of a legal parcel subject to
conversion shallreportsuch change to Watermaster. Watermaster shall ensure that
when a partial conversion occurs, that the water use on the acreage is properly
metered. For all or any portion of the legal parcel that is proposed for conversion,
Watermaster shall thereupon verify such change in water service and shall maintain
a record and account for each Appropriator of the total acreage involved. Should, at
any time, all or any portion of the converted acreage return to agricultural overlying
use, Watermaster shall return such acreage that retumns to agricultural use to
unconverted status and correspondingly reduce or eliminate any allocation accorded
to the Appropriator involved.

ARTICLE VII
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RECHARGE

7.0  Scope. This Article sets forth the standards that are applicable to Watermaster’s review of
Rechargeactions by all persons thatmaybe subject to the Judgment as well as Watermaster’s
efforts to administer, direct, and arrange for Recharge in accordance with the Judgment.

7.1  In General.

(a) Watermaster shall administer, direct and arrange for the Recharge of all waterin a
manner pursuant to the Judgment, the Peace Agreement and the OBMP; and in a
manner that causes no Material Physical Injury to any party to the Judgment or the
Chino Basin. Nothing herein shall be construed as committing a Party to provide
Supplemental Water upon terms and conditions that are not deemed acceptable to
that party. This means that no party to the Judgment shall be individually and
independently obligated to purchase or acquire Supplemental Water on behalf of
another party to the Judgment. [Peace Agreement § 5.1(e).] Applications to engage
in Recharge activities shall be processed in accordance with the provisions of Article
X using the foims provided by Watermaster attached hereto as Appendix 1.

(b)  Watermaster shall exercise its Best Efforts to:

1) Protect and enhance the Safe Yield of the Chino Basin through
Replenishment and Recharge [Peace Agreement § 5.1(e).J;

(i)  Ensurethereis sufficient Recharge capacity for Recharge water to meet the
goals of the OBMP and the future water supply needs within the Chino Basin
[Peace Agreement § 5.1(e).];

(iii)  Evaluate thelongterm hydrologic balance within all areas and subareas of the
Chino Basin;

(iv)  Make its initial report on the then existing state of hydrologic balance by July
1,2003, including any recommendations on Recharge actions which may be
necessary under tl{ie OBMP. Thereafter Watermaster shall make written
reports on the long term hydrologic balance in the Chino Basin every two
years;

-321-

SB259644 v1:08350.0001



V)

(v)

(vii)

(viii)

(ix)

(%)

(xi)

(xii)

SB 259644 v1: 08350.0001

Use and consider the information provided in the reports under (iv) above,
when modifying or updating the Recharge Master Plan and in implementing
the OBMP,

Evaluate the potential or threat for any Material Physical Injury to any party
to the Judgment or the Chino Basin, including, but not limited to, any
Material Physical Injurythatmayresult from any Transfer of water in storage
or water rights which is proposed in place of physical Recharge of water to
Chino Basin in accordance with the provisions of section 5.3 of the Peace
Agreement [Peace Agreement § 5.1(e).];

Cooperate  with owners of existing Recharge facilities to
expand/improve/preserve Recharge facilities identified in the Recharge
Master Plan; arrange for the construction of the works and facilities
necessary to implement the quantities of Recharge identified in the OBMP
Implementation Plan [Peace Agreement § 5.1(e)(ix)] and cooperate with
appropriate entities to construct and operate the new Recharge facilities that
are identified in the Recharge Master Plan;

Ensure that its Recharge efforts under the Recharge Master Plan are
consistent with the Judgment, and the Peace Agreement;

Establish and periodically update criteria for the use of water from different
sources for Replenishment purposes [Peace Agreement § 5.1(e)(v).];

Ensure a proper accounting of all sources of Recharge to the Chino Basin
[Peace Agreement § 5.1(e)(vi).];

Recharge the Chino Basin with water in any area where Groundwater levels
have declined to such an extent that there is an imminent threat of Material
Physical Injury to any party to the Judgment or the Basin [Peace Agreement
§ 5.1(e)(vii).J;

Maintain long-term hydrologic balance between total Recharge and discharge
within all areas and sub-areas [Peace Agreement § 5.1(e)(viii).]; and
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(xiii) Use water of the lowest cost and the highest quality, giving preference as far
as possible to the augmentation and the Recharge of native storm water.
[Peace Agreement § 5.1(f).] |

(c) Tablel tothe OBMP Implementation Plan shall serve as the Watermaster Recharge
Master Plan unless and until amended by Watermaster. Watermaster will evaluate
whether any modifications to the Recharge Master Plan shall be required on or before
July 1, 2001. Thereafter, Watermaster will update the Recharge Master Plan, in a
manner consistent with the Peace Agreement, a minimum of every five years
thereafter or earlier if warranted because of changed conditions.

(d) Watermaster shall not ownRecharge projects, including butnot limited to spreading
grounds, injection wells, or diversion works. [Peace Agreement § 5.1(h).]

() Watermaster may own and hold water rights in trust for the benefit of the parties to
the Judgment. Subject to this exception, Watermaster shall not own land or interests
in real property. [Peace Agreement § 5.1(h).] Watermaster shall obtain Court
approval prior to acquiring any water rights in trust for the benefit of the parties to
the Judgment. Inaddition, Watermaster shall conform all existing permits to ensure
that title is held in trust for the benefit of the parties to the Judgment.

(f) Watermaster shall arrange, facilitate and provide for Recharge by entering into
contracts with appropriate persons, which may provide facilities and operations for
physical Recharge of water as required by the Judgment and the Peace Agreement,
or pursuant to the OBMP. Any such contracts shall include appropriate terms and
conditions, including terms for the location and payment of costs necessary for the
operation and maintenance of facilities, if any. [Peace Agreement § 5.1(h).]

(g) Watermaster shall provide an annual accounting of the amount of Recharge and the
location of the specific types of Recharge. [Peace Agreement § 5.1(j).]

7.2 Recharge of Supplemental Water. All Recharge of the Chino Basin with Supplemental
Water shall be subject to Watermaster approval obtained by Application made to
Watermaster in accordance with provisions of Article X. [Peace Agreement § 5.1 (2).] In
reviewing any such Application, ‘Watermaster shall comply with the following,

(a) Watermaster will ensure that any p erson may make Application to Watermaster to
Rechargethe ChinoBasinwith Supplemental Water pursuant to Article X, including
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the exercise of the right to offer to sell In-Lieu Recharge Water to Watermaster as
provided in the Judgment and the Peace Agreement in a manner that is consistent
with the OBMP and the law. [Peace Agreement § 5.1 (b).]

(b) Watermaster shall not approve an Application by any party to the Judgment under
Article X ifit is inconsistent with the terms of the Peace Agreement, or will cause
any Material Physical Injury to any party to the Judgment or the Basin. [Peace
Agreement § 5.1 (b).]

(c) Any potential or threatened Material Physical Injury to any party to the Judgment
or the Basin caused by the Recharge of Supplemental Water shall be fully and
reasonably mitigated as a condition of approval. In the event the Material Physical
Injury cannot be fully and reasonably mitigated, the request for Recharge of
Supplemental Water must be denied. [Peace Agreement § 5.1 (b).]

7.3  Sources of Replenishment Water. Supplemental Water may be obtained by Watermaster
from any available source. Watermaster shall, however, seek to obtain the best available
quality of Supplemental Water at the most reasonable cost for recharge in the Basin. It is
anticipated that Supplemental Water for Replenishment of Chino Basinmay be available at
different rates to the various pools to meet their Replenishment Obligations. If such is the
case, each pool will be assessed only that amount necessary for the cost of Replenishment
Water to that pool, at the rate available to the pool, to meet its Replenishment Obligation.
In this connection, available resources may include, but are not limited to:

(2)  Maximum beneficial use of Recycled Water, which shall be given a high priority by
Watermaster [Judgment § 49(a).];

(b) State Project Water subject to applicable service provisions of the State’s water
service contracts [Judgment § 49(b).];

(c) Local Imported Water through facilities and methods for importation of surface and
Groundwater supplies from adjacent basins and watersheds [Judgment § 49(c).]; and

(@ Available supplies of Metropolitan Water District water from its Colorado River
Aqueduct. [Judgment § 49(d).]
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7.4  Sources of Desalter Replenishment Water. Notwithstanding the provisions of section 7.3
above, replenishment for the Desalters shall be provided from the following sources in the
following order of priority [Peace Agreement § 7.5.]:

(a) Dedications by purchasers of Desalted water through Transfer or assignment, some
or all of their Production rights to Watermaster for the purpose of satisfying Desalter
replenishment. Such dedications shall result in a reduction in replenishment
assessments as provided in section 4.8 of these Rules and Regulations.

(b)  Watermaster Desalter replenishment account composed of 25,000 acre-feet of water
abandoned by Kaiser Ventures pursuant to the “Salt Offset Agreement” dated
October 21, 1993, between Kaiser Ventures and the RWQCB, and other water
previously dedicated by the Appropriative Pool.

(c)  New Yield that may be made available to Watermaster through a combination of
management programs, actions or facilities. On an annual basis, and beginning on
July 1, 2003, Watermaster will credit the Desalter’s replenishment account with any
New Yield it determines has been developed after June 1, 2000;

(d) Safe Yield of the Basin; and

(e) Additional Replenishment Water purchased by Watermaster the costs of which shall
be levied as an assessment by Watermaster.

7.5 Method of Replenishment. Watermaster may accomplish Replenishment by any reasonable
method, including spreading and percolation, injection of water into existing or new
facilities, in-lieu procedures and acquisition of unproduced water from members of the Non-
Agricultural and Appropriative Pools. [Judgment § 50.]

7.6  Accumulations. In order to minimize fluctuations in assessment and to give Watermaster
flexibility in the purchase and spreading of Replenishment Water, Watermaster may make
reasonable accumulations of Replenishment Water assessment proceeds. Interestearmedon
such retained funds shall be added to the account of the pool from which the funds were
collected and shall be applied onlyto the purchase of Replenishment Water. [Judgment § 56.]

7.7  In-Lieuand OtherNegotiated Procedures. To the extent good management practices dictate
that recharge of the Basin be accomplished by taking surface supplies of Supplemental Water
in lieu of Groundwater otherwise subject to Production as an allocated share of Operating
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Safe Yield, the following in-lieu procedures or other additional procedures as may be
negotiated by Watermaster and approved by the Watermaster Advisory Committee shall
prevail [Judgment Exhibit “H” § 11.]:

(@)  Designation of In-Lieu Areas. In-lieu areas may be designated by order of
Watermaster upon recommendation or approval of the Watermaster Advisory
Committee. Watermaster has previously designated the entire Chino Basin as an in-
lieu area. In-lieu areas may be enlarged, reduced or eliminated by subsequent order;
provided, however, that designation of an in-lieu area shall be for a minimum fixed
term sufficient to justify necessary capitalinvestment. However, should in-lieu Area
No.1, which has been established by the Court, be reduced or eliminated, it shall
require prior order of the Court.

(b)  Method of Operation. Any member of the Appropriative Pool Producing water
within a designated in-lieu area who is willing to abstain for any reason from
Producing any portion of its share of Operating Safe Yield in any year, may offer
such unpumped water to Watermaster on a form to be provided therefor. In such
event, Watermaster shall purchase said water in place, in lieu of spreading
Replenishment Water, which may be otherwise required to make up for over
Production. The purchase price for in-lieu water shall be the lesser of:

(1) Watermaster’s current cost of Replenishment Water, plus the cost of
spreading; or

(i)  The cost of supplemental surface supplies to the Appropriator, less

a) said Appropriator’s average cost of Groundwater Production, and
b) the applicable Production assessment where the water is Produced.
ARTICLE VIII
STORAGE

8.0  Scope. This Article sets forth Watermaster’s obligations and responsibilities regarding the
management, regulation and control of storage within the Basin.
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8.1  InGeneral

(a)

(b)

(c)

(d)

(e)

Watermaster Control. A substantial amount of available Groundwater storage
capacity exists in the Basin that is not used for storage or regulation of Basin Waters.
It is essential that the use of storage capacity of the Basin be undertaken only under
Watermaster control and regulation so as to protect the integrity of the Basin.
Watermaster will exercise regulation and control of storage primarily through the
execution of Groundwater Storage Agreements. [Judgment § 11.]

Categories of Groundwater Storage Acreements. There are different categories of
storage and different types of Groundwater Storage agreements. Only those
Groundwater Storage agreements defined as “Qualifying Storage agreements” require
new Watermaster approval. The agreementsidentified in section 8.1(f)(iii) herein do
not require new Watermaster approval. Qualifying Storage agreements will be
processed by Watermaster in accordance with the forms provided by Watermaster
and attached hereto as Appendix 1.

Court Notification and Approval. Before it is effective, any Storage and Recovery
Agreement entered into pursuant to a Storage and Recovery Program shall first
receive Court Approval. Withrespect to all other Groundwater Storage Agreements,
Watermaster shall notify the Court after approval.

Relationship Between Recapture and Storage. Recapture of water held in a storage
account will generally be approved by Watermaster as a component of and coincident
with a Groundwater Storage Agreement for Qualifying Storage. However, an
Applicant for Qualifying Storage may request, and Watermaster may approve, a
Groundwater Storage Agreement where the plan for recovery is not yet known. In
such cases, the Applicant may request Watermaster approval of the Qualifying
Storage only and subsequently submit and process an independent Application for
Recapture under the provisions of Article X.

Storage of Safe Yield as Carry-Over Water, Any member of the Appropriative Pool
or member of the Non-Agricultural Pool who Produces less than its assigned share
of Operating Safe Yield or Safe Yield, respectively, may carry such unexercisedright
forward for exercise in subsequent years. Watermaster shall be required to keep an
accounting of Carry-Over Water in connection with said Carry-Over Rights. The
first water Produced in any subsequent year, shall be deemed to be in exercise of that
Carry-Over Right. If the aggregate remaining Carry-Over Water available to any
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member of the Appropriative Pool, or member of the Non-Agricultural Pool with
Safe Yield, in a given year exceeds its share of Initial Operating Safe Yield after its
demands are met, such Producer shall, as a condition of preserving such Excess
Carry-Over Water execute aLocal Storage Agreement with Watermaster. A member
of the Appropriative Pool shall have the option to pay the gross assessment
applicable to said Carry-Over Right in the year in which it occurred. [Judgment
Exhibit “G,” and Exhibit “H” § 12.]

63) Storage of Supplemental Water. The rules and procedures for the storage of

Supplemental Water are set forth as follows.

(1)

(ii)

(iii)

SB 259644 v1: 08350.0004

Supplemental Water. Eachparty, its officers, agents, employees, successors,
and assigns, has been enjoined and restrained from storing Supplemental
Water in Chino Basin for withdrawal, or causing withdrawal o f water stored,
except pursuant to the terms of a Groundwater Storage Agreement with
Watermaster. .Any Supplemental Water recharged by any person within
Chino Basin, except pursuant to these Rules and Regulations and a
Groundwater Storage Agreement, is deemed abandoned and shall not be
considered Stored Water. [Judgment  14.]

Application for Storage of Supplemental Water, Watermaster will ensure
that any person, including but not limited to the State of California and the
Department of Water Resources may make Application to Watermaster to
store and Recover water from the Chino Basin as provided herein in a manner
that is consistent withthe OBMP and the law. Watermaster shall not approve
an Application to store and Recover water if it is inconsistent with the terms
of the Peace Agreement or will cause any Material Physical Injury to any
party to the Judgment or the Basin. Any potential or threatened Material
Physical Injury to any party to the Judgment or the Basin caused by the
storage and Recovery of water shall be reasonably and fully mitigated as a
condition of approval. Inthe event the Material Physical Injury cannot be
mitigated, the request for storage and Recovery must be denied. [Peace
Agreement § 5.2 (a) (iii).] Applications for the storage of Supplemental
Water shall be processed in accordance with the provisions of Article X.

Pre-existing Groundwater Storage Agreements. Inaccordance with the Peace
Agreement, pre-existing Groundwater Storage Agreements arepreservedand
protected as follows:
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(iv)
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b)

Any Local Storage Agreement that would have expired pursuant to its
terms on or before July 1, 2000 and which is determined to have
waterinstorageaccountis preserved and extended by these Rules and
Regulations until July 1, 2005 subject to the limitations set forth in
these Rules and Regulations; and

In addition, a Producer that has a Local Storage Agreement for
Supplemental Water that will expire after July 1, 2000 pursuant to its
terms and that has Supplemental Water in a storage account as of its
original date of termination date, shall be preserved and extended by
these Rules and Regulationsto July 1,2005. The extension shall only
be valid for that quantity of Supplemental Water that is then in the
storage account at the end of the term set forth in the Local Storage
Agreement.

Quantification of Supplemental Water Held in Local Storage on July 1, 2000,

a)

b)

Quantification of Groundwater Held in Local Storage. Upon the
request of any Producer, Watermaster shall quantify the amount of
Groundwater held in Local Storage by that Producer. Groundwater
held in Local Storage by a party to the Judgment, the majority of
whose stock is owned by another party to the Judgment, may be
treated as the Stored Water of the majority shareholder for purposes
of quantification of theamountof such Groundwater as Supplemental
Water under this section 8.1(f)(iv) only.

Procedure for Quantification. On or before May 1, 2001, any party
may submit a request to Watermaster for the quantification of water
held in Local Storage as Supplemental Water. Watermaster shall
evaluate pursuant to d) below all written requests filed by any
Producer and shall make its determination regarding each request on
or before May 31, 2001. Watermaster shall provide a minimum of
thirty (30) days advance written notice to all parties of the date to
submit requests. Watermaster shall consider all written requests
concurrently.

Limitations. Watermaster’s quantification of Groundwater in Local
Storage as of July 1, 2000 as Supplemental Water and Supplemental
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d)

Water held in Local Storage as provided in section 8.1(f)(iii) above
shall not be subject to the 50,000 acre-foot limitation on
Supplemental Water held in Local Storage set forth in the Peace
Agreement, section 5.2(b)(iv)(1) and these Rules and Regulations.
However, all other Supplemental Water held in a Local Storage
Account not quantified as such by Watermaster by May 31, 2001
shall be conclusively presumed to be Basin Water. While a party that
obtains a quantification of Supplemental Water pursuant to this
section is exempt from the 50,000 acre-foot limitation on the
cumulative quantity of Supplemental Water that may be held in Local
Storage, the exemption is limited. First, a party that obtains a
Watermaster determination that quantifies some quantity of
Groundwater as Supplemental Water pursuant to this Section shall
not be entitled to replace the Supplemental Water Produced from
Local Storage with new Supplemental Water without regard to the
50,000 acre-foot limitation on Local Storage of Supplemental Water.
This means that the 50,000 acre-foot limitation applies to all
Supplemental Water that is physically Recharged and stored in the
Basin under a Local Storage Agreement after July 1, 2000. A
Producer shall not have the right to replace the Groundwater
quantified as Supplemental Water under this Section with other
Supplemental Water following its initial Transfer or Recapture from
Local Storage. Second, the recovery of the Supplemental Water
stored under this provision by any Producer shall not cause Material
Physical Injury to any party to the Judgment or the Basin.

Calculation. For users of Supplemental Water, the quantity of
Supplemental Water held by a Producer in Local Storage as of July
1, 2000 is deemed to be the lesser of:

1) the quantity o f water held by the Producer in Local Storage ;
or

2) the quantity of Supplemental Water used by the Producer
prior to July 1, 2000.

(2) Rules and Procedures in General

SB 259644 v1: 08350.0001
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Q)

(i)

(ii1)

(iv)

)

(v)

Any person desiring to store Supplemental Water in the Basin shall make
appropriate Application therefor with the Watermaster pursuant to the
provisions of this Article and Article X. Supplemental Water stored or
Recharged in the Basin, except pursuant to a Groundwater Storage
Agreement with Watermaster, shall be deemed abandoned and not classified
as Stored Water. [Judgment § 14.]

Guidelines and Criteria. Any person, whether a partyto the Judgmentornot,
may make reasonable beneficial use of the available groundwater storage
capacity of Chino Basin for storage of Water pursuant to written agreement
with the Watermaster as provided herein. [Judgment §12.]

In the allocation of storage capacity, the needs and requirements of lands
overlying Chino Basin and the owners of rights in the Safe Yield or
Operating Safe Yield of the Basin shall have priority and preference over
storage for export. [Judgment §12.]

It is an objective in management of the Basin’s waters that no Producer shall
be deprived of access to the Basin’s waters by reason of unreasonable
pumping patterns, nor by regional or localized Recharge of Replenishment
Water, insofar as suchresult may be practically avoided. [Judgment Exhibit
“T” 9 1(a).]

Maintenance and improvement of water quality shall be given prime
consideration. [Judgment Exhibit “I” { 1(b).]

Financial feasibility, economic impact and the cost and optimum utilization
of the Basin’s resources and the physical facilities of the parties to the
Judgment shall be considered equal in importance to water quantity and
quality parameters. [Judgment Exhibit “T” § 1(c).]

(h) Contents of Groundwater Storage Agreements. Each Groundwater Storage

Agreement shall include but not be limited to the following components [Judgment
Exhibit “T” § 3.1:

(D)
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The quantities and“ the term of the storage right, which shall specifically
exclude credit for any return flows;
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(i) A statement of the priorities of the storage right as against overlying, Safe
Yield uses, and other storage rights;

(i)  The delivery rates, together with schedules and procedures for spreading,
injection or in-lieu deliveries of Supplemental Water for direct use;

(iv)  The calculation of storage water losses and annual accounting for water in
storage; and

(v)  Theestablishmentand administration of withdrawal schedules, locations and
methods.

6)) Accounting, Watermaster shall calculate additions, extractions and losses of all
Stored Water in Chino Basin, and any losses of water supplies or Safe Yield of Chino
Basinresulting from such Stored Water, and keep and maintain for public record, an
annual accounting thereof. [Judgment § 29.]

6D No Material Physical Injury. Watermaster will ensure that any party to the Judgment
may Recapture water in a manner consistent with the Peace Agreement, the OBMP,
the Judgment and these Rules and Regulations. Watermaster shall not approve a
Recapture plan ifit is inconsistent with the terms of Peace Agreement or will cause
Material Physical Injury to any party to the Judgment or the Basin. Any potential or
threatened Material Physical Injury to any party to the Judgment or the Basin caused
by the Recapture of water by any person shall be fully and reasonably mitigated as
a condition of approval. Inthe eventthe Material Physical Injury cannot be fully and
reasonably mitigated, the request for Recapture must be denied.

8.2  Local Storage: Special Considerations. Undera Local Storage Agreement with Watermaster,
every party to the Judgment shall be permitted to store its Excess Carry-Over Water and
Supplemental Water in the Chino Basin according to the following provisions:

(@) Until July 1, 2005, Watermaster shall ensure that: (a) the quantity of water actually
held in local storage under a Local Storage Agreement with Watermaster is
confirmed and protected and (b) each party to the Judgment shall have the right to
store its Excess Carry-Over Water. Thereafter, a party to the Judgment may continue
to Produce the actual quantity of Excess Carry-Over Water and Supplemental Water
held in its storage account, subject only to the loss provisions set forth herein. This
means a party to the Judgment may increase the total volume of Excess Carry-Over
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Water it holds pursuant to a Local Storage Agreement until July 1, 2005 without
regard to the 50,000 acre-foot limitation on Local Storage of Supplemental Water.
AllProducers with a Local Storage Agreement shall be deemed to have received an
extension of the applicable term in eacliof theirrespective Local Storage Agreements
as provided in section 8.1(f)(iii)(a-b) above. However, such extensions shall be
subject tothe limitations set forth herein; e.g. the requirement that Local Storage does
not cause Material Physical Injury, and the 50,000 acre-foot limitation on the
cumulative total of Supplemental Water that may be placed in Local Storage after
July 1,2000. However, a Producer that obtains a determination regarding a request
for classification of some quantity of Groundwater as Supplemental Water pursuant
to section 8.1 above, shall also be deemed to have received an extension of their
Local Storage Agreement until July 1, 2005, but only for that Supplemental Water
actually stored in the Basin as of July 1,2000. A Producer shall not have the right
toreplacethe Groundwater classified as Supplemental Water pursuant to section 8.1
with other Supplemental Water following its initial Production from Local Storage
without regard to the 50,000 acre-foot limitation.

(b) Until July 1,2005 or for such additional period as Watermaster, in its discretion, may
establish, any party to the Judgment may make Application to Watermaster for a
Local Storage Agreement pursuant to the provisions of this Article and Article X,
whereby it may store Supplemental Water in the Chino Basin. [Peace Agreement §

5.2(b)(ii).]

(© In accordance with Article X, Watermaster shall provide written notice to all
interested parties of the proposed Local Storage Agreement prior to approving the
agreement.

(d) Watermaster shall approve the storage of Supplemental Waterunder a Local Storage
Agreement so long as: (1) the total quantity of Supplemental Water authorized tobe
held in Local Storage under all then-existing Local Storage Agreements, other than
amounts classified as Supplemental Water under the procedure set forth in section
8.1 above, for all parties to the Judgment does not exceed the cumulative total of
50,000 acre-feet; (2) the partytothe Judgment making the request provides their own
Recharge facilities for the purpose of placing the Supplemental Water into Local
Storage; (3) the agreement will not result in any Material Physical Injury to any party
to the Judgment or the Basin. Watermaster may approve a proposed agreement with
conditions that mitigate any threatened or potential Material Physical Injury. [Peace
Agreement § 5.2(b)(iv).]
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(e) There shall be a rebuttable presumption that the Local Storage Agreement for
Supplemental Water does not result in Material Physical Injury to a party to the
Judgment or the Basin. [Peace Agreement § 5.2(b)(v).]

® In the event more than one party to the Judgment submits a request for an agreement
to store Supplemental Water pursuant to a Local Storage Agreement, Watermaster
shall give priority to the first party to file a bona fide written request which shall
include the name of the party to the Judgment, the source, quantity and quality of the
Supplemental Water, an identification of the party to the Judgment’s access to or
ownership ofthe Recharge facilities, the duration of the Local Storage and any other
information Watermaster shall reasonablyrequest. Watermaster shall not grant any
person the right to store more than the then-existing amount of available Local
Storage. The amount of Local Storage available for the storage of Supplemental
Water shall be determined by subtracting the previously approved and allocated
quantity of storage capacity for Supplemental Water from the cumulative maximum
0f50,000 acre-feet. [Peace Agreement § 5.2(b)(vii).] This means Watermaster shall
not approve requests for the storage of Supplemental Water in excess of the
cumulative total of 50,000 acre-feet limitation. Priorities among the parties to the
Judgment shall be on the basis that the completed Applications filed first in time
under the provisions of Article X shall have a priority in right up to the amount of the
quantity approved by Watermaster.

(g Any Producer that does not have a Local Storage Agreement extended by the terms
of section 8.1 above, may file an Application with Watermaster for a Local Storage
Agreement to place Excess Carry Over Water in a Local Storage account. The
Excess Carry-Over Water may be held in Local Storage without regard to the 50,000
acre-feet cumulative limitation on Supplemental Water until October 1, 2005,
Thereafter, or at such later date that Watermaster may, in its discretion, establish,
Producers shall obtain a Local Storage Agreement with Watermaster to store Excess
Carry-Water in a Local Storage Account.

(h)  After October 1,2005, Watermaster shall have discretion to place reasonable limits
on the furtheraccrual of Excess Carry-Over Water and Supplemental Water in Local
Storage. However, Watermaster shall not limit the accrual of Excess Carry-Over
Water for Fontana Union Mutual Water Company and Cucamonga County Water
District when accruing Excess Carry-Over Water in Local Storage pursuant to the
Settlement Agreement Among Fontana Union Water Company, Kaiser Steel
Resources Inc., San Gabriel Valley Water Company and Cucamonga County Water
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Districts dated February 7, 1992, to a quantity less than 25,000 acre-feet for the term
of the Peace Agreement. [Peace Agreement § 5.2(b)(x).]

1) Watermaster shall evaluate the need for limits on water held in Local Storage to
determine whether the accrual of additional Local Storage by the parties to the
Judgment should be conditioned, curtailed or prohibited ifit is necessary to provide
priority for the use of storage capacity for those Storage and Recovery Programs that
provide broad mutual benefits to the parties to the Judgment as provided in this
paragraph and section 5.2(c) of the Peace Agreement. [Peace Agreement §
5.2(b)(x1).]

M Watermaster shall set the annual rate of loss from Local Storage for parties to the
Judgment at zero until October 1, 2005. Thereafter the rate of loss from Local
Storage for parties to the Judgment will be 2% until recalculated based upon thebest
available scientific information. Watermaster may, atits sole discretion, set therate
ofloss from storage for parties who are not parties to the Judgment. Losses shall be
deducted annually from the storage accounts. [Peace Agreement § 5.2(b)(xii).]

(k)  Watermaster shall allow water held in storage to be Transferred pursuant to the
provisions of section 5.3 of the Peace Agreement as provided in Article X. Storage
capacity is not Transferable. [Peace Agreement § 5.2(b)(xiii).]

) Monetary payment shall not be accepted as a form of mitigation for Material Physical
Injury where the injury is not confined to a specific party or parties. Where the
Material Physical Injury is confined to a specific party or parties, monetary payment
may be accepted as a form of mitigation, if acceptable to the affected party or parties.

(m)  Applicants for Local Storage of Supplemental Water agreements shall submit such
Application prior to initiation of the placement of the Supplemental Water into
storage except as provided in sections 8.1 and 8.2 above.

(n) Any Supplemental Water stored or recharged in the Basin, except pursuant to a Local
Storage Agreement for Supplemental Water with Watermaster, shall be deemed
abandoned and not classified as Stored Water. [Judgment § 14.]

8.3  Groundwater Storage and Recovery Program; Special Considerations. Theparties, through
Watermaster, may initiate a regional Storage and Recovery (sometimes called “conjunctive
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“use”) Program, for the mutual benefit of the Appropriators and the Non-Agricultural Pool
in the Chino Basin according to the following provisions:

(a) ‘Watermaster will ensure that no person shall store water in, and recover water from
the Basin, other than pursuant to a Local Storage Agreement, without a Storage and
Recovery agreement with Watermaster [Peace Agreement § 5.2(c)(i).];

(b) A proposed Applicant for a Storage and Recovery Program must submit the
information set forth in Article X to Watermaster prior to Watermaster’s
consideration of an Application for a Storage and Recovery agreement;

(c)  Asa precondition of any project, program or contract regarding the use of Basin
storage capacity pursuant to a Storageand Recovery Program, Watermaster shall first
request proposals from qualified persons [Peace Agreement § 5.2(c)(iii).];

(d)  Watermaster shall be guided by the following criteria in evaluating any request to
store and recover water from the Basin by a party to the Judgment or any person
under a Storage and Recovery Program.

(1) The initial target for the cumulative quantity of water held in storage is
500,000 acre-feet in addition to the existing storage accounts. The 500,000
acre-feet target may be comprised of any combination of participants and is
in excess ofup to an additional 50,000 acre-feet of Supplemental Water and
Excess Carry-Over Rights that may be stored under Local Storage
Agreements.

(i)  Watermaster shall prioritize its efforts to regulate and condition the storage
and recovery of water developed in a Storage and Recovery Program for the
mutual benefit ofthe parties to the Judgment and give first priority to Storage
and Recovery Programs that provide broad mutual benefits.

[Peace Agreement § 5.2(c)(iv).};

(¢)  The members of the Appropriative Pool and the Non-Agricultural Pool shall be
exclusively entitled to the compensation paid for a Storage and Recovery Program
irrespective of whether it ‘be in the form of money, revenues, credits, proceeds,
programs, facilities, or other contributions (collectively “compensation’) with the
benefits of such compensation to be spread as broadly as possible as directed by the
Non-Agricultural and the Appropriative Pools [Peace Agreement § 5.2(c)(v).];
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€3} The compensation received from the use of available storage capacity under a
Storage and Recovery Program, may be used to offset the Watermaster’s cost of
operation, to reduce any assessments on the parties to the Judgment within the
Appropriative and Non-Agricultural Pools, and to defray the costs of capital projects
as may be requested by the members of the Non-Agricultural Pools and the Appro-
priative Pool [Peace Agreement § 5.2(c)(vi).};

(g) Anypotential or threatened Material Physical Injury to any party to the Judgment or
the Basin caused by storage and recovery of water, whether Local Storage and
recovery or pursuant to a Storage and Recovery Program, shall be reasonably and
fully mitigated as a condition of approval [Peace Agreement §§ 5.2(a)(iii) and
5.2(c)(viii) (labeled “(xiii)”.];

(h)  Watermaster reserves discretion to negotiate appropriate terms and conditions or to
deny any request to enter into a Storage and Recovery Program Agreement. With
respect to persons who are not parties to the Judgment, Watermaster reserves
complete discretion to ensure that maximum compensation, as defined in section (e)
above, isreceived. Watermaster shall base any decision to approve or disapprove any
proposed Storage and Recovery Program Agreement upon the record as provided in
Article X. However, it may not approve a proposed Storage and Recovery Program
Agreement unlessit has firstimposed conditions to reasonably and fully mitigate any
threatened or potential Material Physical Injury [Peace Agreement § 5.2(c)(ix).];

(1) Any party to the Judgment may seek review of the Watermaster’s decisionregarding
a Storage and Recovery Program Agreement as provided in Article X;

€)) Nothing herein shall be construed as prohibiting the export of Supplemental Water
stored under a Storage and Recovery Program and pursuant to a Storage and
Recovery Agreement. This means that these Rules and Regulations should not be
construed as placing any limitation on the export of Supplemental Water other than
as may be provided in the Judgment, except as may be necessary as a condition to
prevent Material Physical Injury; and

(k)  The Parties shall indemnify and defend the State of California and the members of
the Agricultural Pool against any lawsuit or administrative proceedings, without

limitation, arising from Watermaster’s adoption, approval, management, or
implementation of a Storage and Recovery Program.
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8.4 Recapture.

(@) All Recapture of water held in a storage account under a Groundwater Storage
Agreement shall be subject to the regquirement that the Recovery of the water not
result in Material Physical Injury to a party to the Judgment or the Basin.

(b) Recapture of water held in a Local Storage Account that pre-exists the adoption of
these Rules and Regulations and that was extended by Watermaster in accordance
with Article V of the Peace Agreement and these Rules and Regulations until July
1, 2005, shall be in accordance with the provisions of the plan for Recapture
previously approved by Watermaster. Any amendments to an approved Recapture

plan shall require additional Watermaster’s approval under the provisions of Article
X.

(c) A person with an approved plan for Recapture shall have the right to process

amendments to the previously approved plan in accordance with the provisions of
Article X.

ARTICLE IX
TRANSFERS

9.0  Scope. Any Transfer shall be made only in accordance with the Judgment, the Peace
Agreement section 5.3, the OBMP and this Article K.

9.1  InGeneral Watermaster will ensure that any party to the Judgment may Transfer water in
a manner that is consistent with the Judgment, the Peace Agreement, the OBMP and the
law. Watermaster shall approve a Transfer if it is consistent with the terms of the Peace
Agreement, and will not cause any Material Physical Injury to any party to the Judgment or
the Basin. Anypotential orthreatened Material Physical Injury to anypartyto the Judgment
or the Basin caused by the Transfer of water shall be fully and reasonably mitigated as a
condition of approval. In the event the Material Physical Injury cannot be fully and
reasonably mitigated, the request for Transfer must be denied. Upon receipt of written
request by Watermaster, a party to the Judgment shall exercise Best Efforts to provide

Watermaster with apreliminary projection of anyanticipated Transfer of Producton within
the Year.
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9.2 Application to Transfer. A party to the Judgment may make Application to Watermaster
' to Transfer water as provided in the Judgment under the procedures set forth in Article X.

(2) Watermaster shall provide reasonable advance written notice to all the parties to the

Judgment of a proposed Transfer, prior to approving the Transfer as provided in
Article X.

(b) Watermaster shall approve the Transfer of water as provided in the Judgment so
long astheindividual Transfer doesnotresultin any Material Physical Injury to any
party to the Judgment or the Basin. Watermaster may approve a proposed Transfer
with conditions that fully and reasonably mitigate any threatened or potential
Material Physical Injury.

(c) There shall be a rebuttable presumption that the Transfer and the Production by the

transferee does not result in Material Physical Injury to a party to the Judgment or
the Basin.

(d)  Watermaster shall base any decisionto approve or disapprove any proposed Transfer
upon the record after considering potential impacts associated with the individual
Transfer alone and without regard to impacts attributable to any other Transfers.
[Peace Agreement § 5.3(b)(v).]

(e) Transfers which occur between the same parties in the same year shall be considered
as a single Transfer for the purpose of determining Material Physical Injury.

9.3 Integrated Watermaster Review.  In reviewing Transfers under these Rules and
Regulations, Watermaster shall exercise reasonable discretion. Watermaster shall review
each proposed Transfer based upon the record before it and considering the potential
impacts of the proposed Transfer alone. However, Watermaster shall also consider the
cumulative impacts of Transfers generally when carrying out its responsibilities to
implement the OBMP and Recharge and monitoring programs authorized by these Rules
and Regulations or the Judgment.

(a) Watermasterwill evaluatethe cumulative physicalimpactof Transfers on the Basin,
if any, by July 1, 2003, and a minimum of once every two years thereafter.

(b)  Watermaster will take the results of its evaluation into account when carrying out
its obligations under section 7.1 of these Rules and Regulations.
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9.4  Transfer of Non-Agricultural Pool Production Rights. Watermaster shall approve the
Transfer or lease of the quantified Production rights of Non-Agricultural Producers within
the Non-Agricultural Pool subject to the provisions of section 9.2(b) above. The right to
Transfer within the pool includes the right to lease water to other members of the Non-
Agricultural Pool. In addition, the parties to the Judgment with rights within the Non-
Agricultural Pool shall have the additional right to Transfer their rights to Watermaster for
the purposes of Replenishment for a Desalter or for a Storage and Recovery Program.
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9.5 Early Transfer.

(a) Pursuant to the Peace Agreement, Watermaster approved an Early Transfer of water
to the Appropriative Pool in an amount not less than 32,800 acre-feet per year. The
quantity of water subject to Early Transfer under this section shall be the greater of
(1) 32,800 acre-feet or (ii) 32,800 acre-feet plus the actual quantity of water not
Produced by the Agricultural Pool forthat Fiscal Year that is remaining afterall the

land-use conversions are satisfied pursuant to section 5.3(h) of the Peace
Agreement,

1) The Transfer shall not limit the Production right of the Agricultural Pool
under the Judgment to Produce up to 82,800 acre-feet of water in any year
or 414,000 acre-feet in any five years as provided in the Judgment. [Peace
Agreement § 5.3(g)(il).]

(i)  The combined Production of all parties to the Judgment shall not cause a
Replenishment assessment on the members of the Agricultural Pool. The
Agricultural Pool shall be responsible for any Replenishment obligation
created by the Agricultural Pool Producing more than 414,000 acre-feet in
any five-year period. [Peace Agreement § 5.3(g)(iii).]

(iii)  The Appropriative Pool shall procure sufficient quantities of Replenishment
Water to satisfy Replenishment Obligations pursuant to § 6.3(c) of these
Rules and Regulations.

(iv)  Nothing herein shall be construed as modifying the procedures or voting
rights within or by the members of the Agricultural Pool. [Peace Agreement
§ 5.3(2)(v).]

(b) The amount of water converted from agricultural use to urban use prior to execution
of the Peace Agreement was 2.6 acre-feet per acre, with 1.3 acre-feet per acre being
allocated collectively to all members of the Appropriative Pool with a share of
Initial Operating Safe Yield and 1.3 acre-feet per acre being allocated to that
Appropriator providing service for that urbanuse. The rate of2.6 acre-feetperacre
shall be changed to a total 0f2.0 acre-feet per acre, all of which shall be allocated
upon the conversion of the land use to that party to the Judgment which is amember
of the Appropriative Pool, onthe Effective Date of the Peace Agreement, and whose
Sphereof Influence or authorized service areacontainsthe land (“purveyor”). Upon
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such conversion of water use the purveyor will pledge that the amount of water
needed for such urban land use, when such urban land use is established, up to 2.0
acre-feet of water per acre of land per year will be made available for service for
such converted land by purveyor under its then existing standard laws, regulations,
rules and policies, or for service arranged by such purveyor, subject only to
prohibition of such service by a federal, state agency or court with jurisdiction to
enforce such prohibition. The owner of such converted land shall have the right to
enforce such pledge by specific performance or writ of mandate under the terms of
the Peace Agreement. No monetary damages shall be awarded.

9.6  Voluntary Aereement. The members of the Agricultural Pool, including the State of
California, shall have the right to engage in a voluntary agreement with an Appropriator
which has a service area contiguous to or inclusive of the agricultural land, to provide water
allocated from the Agricultural Pool to the overlying land for agricultural use on behalf of
the member of the Agricultural Pool unless otherwise prohibited by general law. The
Appropriator providing service shall be entitled to a pumping credit to offiset Production to
the extent it is serving the overlying land up to the amount of the historical maximum
annual quantity of water previously used on the property so long as the water provided to
the overlying land is for agricultural use, or use by the State of California.

9.7  AssignmentofOverlyingRights. In addition to the Voluntary Agreement under section 9.6
above, should an Appropriator take an assignment of rights from a Non-Agricultural Pool
member, the agreement shall provide that the Appropriatormay undertake to provide water
service to such overlying land, but only to the extent necessary to provide water service to
said overlying lands. Watermaster shallmake available to members ofthe Non-Agricultural
Pool and/or Appropriative Pool, a standard form which shall be completed and filed with
Watermaster. Any assignment, lease and/or license shall be ineffective unless provided on

the standard form approved by Watermaster and filed with Watermaster. [Based on
Judgment Exhibit “H” § 13; Exhibit “G” § 6.]

ARTICLE X
APPLICATIONS, CONTESTS AND COMPLAINTS

10.0 Purpose. This Article sets forth the Watermaster rules and procedures for processing
requests by a person for: (i) Watermaster approval of Recharge and Transfer; (ii)
Qualifying Storage and Recapture; (iii) amendments to previously approved Applications;
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(iv) reimbursement or a credit for costs incurred by a party to the Judgment in furtherance
of the OBMP; and (v) a Complaint for redress arising from an alleged Material Physical
Injury to a party to the Judgment or the Basin. However, the procedures described in this
Article X shall not be construed to apply to Watermaster actions, decisions, or rules other
than as expressly set forth herein. All proceedings hereunder shall be conducted in an
expeditious manner.

10.1 Notice and Opportunity to be Heard. Watermaster shall provide reasonable notice and

opportunity to be heard to any person requesting Watermaster review or approval of any
matter arising under this Article.

10.2  Judicial Review.

(a) The Complaint procedures set forth in this Article X are not intended to constitute
an exclusive remedy or constitute arequirement that a party to the Judgment exhaust
this discretionary remedy. However, a party to the Judgment may elect to avail itself
of the procedures set forth herein by filing a Complaint and requesting relief from
anyactual or threatened Material Physical Injuryto anyperson orto the Basin where
the alleged injury arises from the Recharge, Transfer or Qualifying Storage or
Recapture of water by any person other than Watermaster.

(b)  Once a party to the Judgment elects to pursue redress under the provisions of this
Article, it shall exhaust this process until conclusion unless there is a sudden,
unexpected event or emergency that causes a need forimmediate judicial review or
intheevent thatthe Watermaster hasfailedtotakeaction on alongstanding request.
Thus, other than in the event of an emergency or where Watermaster has engaged
in undue delay, a party to the Judgment may not seek judicial review of a
Watermaster action on a ‘pending Application or Complaint until the Watermaster
Board has taken final action under the provisions of this Article. However, the
procedures described in this Article X shall not preclude any party from seeking
judicial review of any action, decision or rule of Watermaster in accordance with
paragraph 31 of the Judgment.

10.3  Applications for Watermaster Approval: In General. Anyparty to the Judgment requesting
approval by Watermaster for the Recharge, Transfer, Qualifying Storage or Recapture of
water in the Basin, or reimbursements or credits against OBMP Assessmients, or any person
requestingapproval of an agreement to participate in a Storage and Recovery Program, may
make Application to Watermaster as provided in these Rules and Regulations.
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(a)

(b)

(c)

(d)

Requests for Watermaster approval shall be processed by Application to the
Watermaster.

All Applications shall be submitted to Watermaster in compliance with the
requirements set forthin this Article. Approved forms foruse by personsrequesting
W atermaster approval pursuant to this section are attached hereto as Appendix 1.
Watermaster shall have no obligation to process incomplete Applications.

No person shall obtain aright to engage in the activities subject to an Application
to Watermaster under these Rules and Regulations or the Judgment unless and until
the proposed action is approved by Watermaster as provided herein.

Upon approval by Watermaster, the person shall have the right to proceed in
accordance with the terms and conditions of the Watermaster approval. The rights
of a party shall be construed consistent with the Judgment and subject to the terms
and conditions set forth in Watermaster’s approval.

10.4  Recharge Applications. Any party to the Judgment may make a request for Watermaster

approval to engage in Recharge by submitting an Application to Watermaster that includes
the following information.

(a)
(b)

The identity of the person proposing to engage in Recharge;
The quantity of water to be Recharged;

The quality of water to be Recharged;

The duration of the Recharge;

The method of the Recharge; and

The facilities to be used in the Recharge, and their location.

10.5 Transfer Applications. Any party to the Judgment mayrequest Watermaster’s approval for
a Transfer by submitting an Application to Watermaster. A party to the Judgment that
Produces water may in the same Fiscal Year request approval of a Transfer to offiset all or
a portion of its Replenishment Obligation, subject to the Watermaster’s authority to
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approve or reject the Application under the provisions of this Article. An Application for
Transfer shall include the following information:

(a)  Theidentity of the transferee and transferor;
(b) The maximum quantity of water to be Transferred;
(©) The duration of the Recovery of the quantity of water Transferred;

d) The location of the Production facilities from which the water will be Transferred,
if known;

(e) The location of the Production facilities from which the Transferred water will be
Recaptured and Produced, if known; and

® The rate of extraction at which the Transferred water will be Recaptured and
Produced.

10.6  Qualifying Storage Agreements. A party to the Judgment may request Watermaster’s
approval ofa Local Storage Agreement to store Supplemental Water, or, after July 1, 2005,
a party to the Judgment may request Watermaster’s approval of the accumulation of Excess
Carry-Over Water in the event the party’s aggregate Carry-Over Water exceeds its share
of assigned Operating Safe Yield or Safe Yield. Prior to July 1, 2005, a party to the
Judgment shall be deemed to have Watermaster approval to store all Excess Carry-Over
Water. In addition, so long as there is then less than 50,000 acre-feet of Supplemental
Water that was placed in Local Storage after July 1, 2000, a party to the Judgment’srequest
to store Supplemental Water under a Local Storage Agreement shall be approved by
Watermaster. The Applicant may include a plan for Recapture within the request for
approval of the Qualifying Storage or subsequently identify the proposed plan for Recapture
under an independent Application for Recapture or combine the request for subsequent
approval in an Application for Transfer.

(2) Any party to the Judgment may file an Application to store Supplemental Water
pursuant toa Local Storage Agreement. The Application shallinclude the following
~ information: '

1) The identity of the person(s) that will Recharge, Store and Recover the
water;
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(i1)
(i)

(iv)
)

(v)

(vi1)

The quantity of Supplemental Water to be Stored and Recovered;

The proposed schedule and method for the Recharge of water for Storage,
if any;

The proposed schedule for Recovery, if any;

The location of the Recharge facilities through which the Stored water will
be Recharged, if any;

The location of the Production facilities through which the Stored water will
be Recovered, if known; and

The water levels and water quality of groundwater in the areas likely to be
affected by the storage and Recovery.

(b) Each Producer shall have theright to store its un-Produced Carry-Over Water in the
Basin. Excess Carry-Over Water placed into Local Storage after July 1, 2005 shall
require a Local Storage Agreement with Watermaster. A Producer may file an
Application prior to July 1, 2005 for a Local Storage Agreement for Excess Carry-
Over Water that will be placed into Local Storage after July 1, 2005. Such an
Application shall include the following information:

®

(i1)
(i)
(iv)

v)

SB 259644 v1:08350.0001

The identity of the person(s) that will store and Recover the Carry Over
Water;

The quantity of Camry-Over Water to be stored and Recovered;
The proposed schedule for the Recovery, to the extent known,

The location of the Production facilities through which the stored Carry-
Over Water will be Recovered, to the extent known; and

The water levels and water quality of Groundwater in the areas likely to be
affected by the Production of the stored Cairy-Over Water.
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10.7 Storage and Recovery Program. Any person may request Watermaster’s approval of an
Agreement to participateina Storage and Recovery Program by submitting an Application
to Watermaster that, at a minimum, includes the following information:

(a)  Theidentity ofthe person(s) thatwill Recharge, store and Recover the water as well
as itsultimate place of use;

(b) The quantity of water to be Stored and Recovered,
(c) The proposed schedule for the Recharge of water for storage, if any;
(d)  The proposed schedule and method for Recovery;

(e) The location of the Recharge facilities through which the Stored Water will be
Recharged,;

® The location of the Production facilities through which the Stored Water will be
Recovered,;

(g)  The water levels and water quality of the Groundwater in the areas likely to be
affected by the Storage and Recovery, if known; and

(h)  Any other information that Watermaster requires to be included.

10.8  Recapture. Any person may file an Application for approval ofits Recovery of water held
in storage. Recapture of water may be approved by Watermaster as a component of and
coincident with a request for approval of Qualifying Storage or a Transfer. However, an
Applicant for Qualifying Storage may request, and Watermaster may approve, a
Groundwater Storage Agreement where the plan for Recovery is not yet known. An
Application for Recapture shall include the following information:

(a) The identity of the person(s) that Recharged and stored the water;

(b)  Theidentity of the person(s) that will Recover the water as well as its ultimate place
of use;

(c) The quantity of water to be Recovered,
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(d) The proposed schedule for Recovery;

(e) The location of the Production facilities through which the Stored Water will be
Recovered; *

63) The existing water levels and water quality of the Groundwater in the areas likely
to be affiected by the Recovery; and

(g) Any other information that Watermaster requires to be included.

10.9 Credits Against OBMP Assessments and Reimbursements. Any Producer, including the
State of California, may make Application to Watermaster to obtain a credit against OBMP

Assessments or for reimbursements by filing an Application that includes the following
information:

(a) The identity of the party to the Judgment;
(b) - The specific purposes of the OBMP satisfied by the proposed project;
(c) The time the project is proposed to be implemented and a schedule for completion;

(d)  The projected cumulative project costs; and

(e) The specific capital or operations and maintenance expenses incurred in the
implementation of any project or program, including the cost of relocating
Groundwater Production facilities.

10.10 Watermaster Summary and Notification of a Pending Application. Upon Watermaster’s
receipt of an Application for Recharge, Transfer, Storage, Recapture or for a credit or

reimbursement, Watermaster shall prepare a written summary and an analysis (which will
include an analysis of the potential for Material Physical Injury) of the Application and
provide parties to the Judgment with a copy of the written summary and advance notice of
the date of Watermaster’s scheduled consideration and possible action on any pending
Applications. The notice shall be accompanied by the Watermaster summary and analysis
and it shall reasonably describe the contents of the Application and the action requested by
the Applicant. Watermaster shall provide the following minimum notice to the parties to
the Judgment:
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(a) Applications for Recharge: 30 (thirty) days.

(b)  Applications for Transfer: 30 (thirty): days.

(c)  Applications for Storage and Recovéry: 90 (ninety) days.
(@ Local Storage Agreement or Recapture: 30 (thirty) days.

10.11 All Applications Considered byPool Committees. All Applications shall be considered by
the Pool Committees. Following its completion of the summary and analysis and the
issuance of the required notice as provided in section 10.10, Watermaster Staff shall place
the Application on the first available Pool Committee Agenda for each of the respective
Pool Committees for consideration, discussion, recommendations or proposed conditions.
The Application shall not be considered by the Advisory Committee until at least 21 days
after the last of the three Pool Committee meetings to consider the matter.

10.12 Watermaster Investigations of Applications. Watermaster may, in its discretion, cause an
investigation of the Groundwater or the portion of the Basin affected by a pending
Application. Any party to the proceeding may be requested to confer and cooperate with
the Watermaster, its Staff or consultants to carry out such investigations.

10.13 Contesting an Application. Following consideration of an Application by each Pool
Committee, a Contest to the Application may be filed by any party to the Judgment.
Contests to Applications filed by parties to the Judgment or other persons requesting
Watermaster’s approval pursuant to this Article shall be submitted in writing a minimum
of fourteen days prior to the date scheduled for Advisory Committee consideration and
possible action. The Contest shall describe the basis for the Contest and the underlying
facts and circumstances. Watermaster shall provide notice of the Contest to the parties to
the Judgment.

10.14 Contents of a Contest.

(a) Each Contest shall include the name and address of the Contestant and show that
the Contestant has read either the application or the related notice.

(b)  If the Contest is based up'on the allegation that the proposed action may result in
Material Physical Injury to a party to the Judgment or the Basin, there shall be an
allegation of the specific injury to the Contestant or to the Basin which may result
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from the proposed action and an identification of any then available evidence to
support the allegation. If the Contest identifies documentary evidence other than
Watermaster records or files, the Contestant shall serve copies of the documentary
evidence on Watermaster and the Applicant seven (7) days prior to the hearing. If
relevant to the Contest, the Contestant shall provide Watermaster with the location
of the Contestant’sextraction and place of use. The location shall be described with
sufficient accuracy so that the position thereof relative to the proposed action may
be determined. If relevant to the Contest, the Contestant shall describe the
Contestant’s purpose of use.

(c)  If a Contest is based upon other grounds it shall summarize the grounds of the
Contest.

(d)  The Contest shall set forth any conditions or amendments to the proposed action
which, if agreed upon, would result in withdrawal of the Contest.

() If Watermaster finds the Contest fails to comply with this provision, it may reject
the Contest and deny the request for hearing if the Contestant fails to correct the
defect and file a proper Contest within five (5) business days of the Watermaster’s
rejection. In any instance where a rebuttable presumption is applicable, the
Watermaster shall include a statement in the rejection of the Contest that the
Contestant has failed to reference any potential substantial evidence to overcome the
presumption of no Material Physical Injury.

10.15 Extensions of Time and Continuance for Good Cause. An Applicant or Contestant may
request an extension of time to file a Contest and Answer or for a continuance of a

scheduled hearing and the request may be granted by Watermaster staff where good cause
exists.

10.16  Applicant May Answer the Contest. An Applicant or project proponent may elect to file a
written Answer to any Contest.

(a) Contents. An Answer shall be responsive to the allegations contained in the
Contest.

(b)  Time for Filing. Answers ‘shall be filed at least seven (7) days prior to the scheduled
hearing. If the Applicant intends to rely on documentary evidence other than
Watermaster records or files, the Applicant shall serve copies of the documentary
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evidence upon Watermaster and the Contestant a minimum of three (3) days prior
to the hearing.

10.17 Uncontested Applications by Parties to the Judgment.

(a)

(b)

(c)

(d)

(€)

The Advisory Committee and Watermaster Board shall consider and may approve
any uncontested Application. No hearing shall be required for an uncontested
Application by a party to the Judgment unless there is good cause to hold a hearing.
Where good cause appears, the Advisory Committee and the Watermaster Board
may deny, condition, or continue an uncontested Application. However,
Watermaster shall not deny an Application until it has referred the matter to a
hearing officer. In the case of a proposed denial or conditional approval, and upon
the request of the Applicant, Watermaster shall schedule an appropriate and timely
hearing in general conformity with this Article X.

An uncontested Application shall be considered at the first regularly scheduled
meeting of the Advisory Committee following the expiration of the Contest period.

The Advisory Committee shall consider the Application, the Staff Summary and
Analysis and staff report and any rebuttable presumption that may be applicable and
make any determinations under the Judgment in accordance with the provisions of
section 10.25 herein.

Following consideration by the Advisory Committee, the matter shall be transmitted
to the Watermaster Board for consideration. The Watermaster Board shall also
consider the Application, the staff summary and Analysis and staff report and any
rebuttable presumption that may be applicable, as well as the Advisory Committee
action consistent with the Judgment. The Board’s determination shall be made in
accordance with the provisions of section 10.25 herein.

In each case where Watermaster (Advisory Committee or Watermaster Board)
denies or conditions an uncontested Application made by a party to the Judgment,
it must support its determination by substantial evidence and act in a manner that is
consistent with the Judgment and the Peace Agreement.

10.18  Contested Applications. In each case where a Contest is filed, the matter shall be set for

hearing by Watermaster staff in coordination with the hearing officer and the parties to the
proceeding.
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10.19 _ApplicationsbyPersons notParties to the Judement. Inits sole discretion, Watermaster may

: review, consider, processand decide upon Applicationsmade by persons not parties to the
Judgment. However, Watermaster may not approve or conditionally approve such an
Application without first holding a hearing in accordance with this Article X.

10.20 Complaintsin General. Any partytothe Judgment may file a Complaint with Watermaster

alleging that the conduct of another person is causing or will cause Material Physical Injury
in violation of these Rules and Regulations, the Judgment and the Peace Agreement.

(a)

(b)

(c)

(d)

®

(e

The Complaint shall identify the name of the Complainant, the specific action or
conduct that is causing or will or may cause Material Physical Injury, and any
recommended mitigation measures or conditions that might avoid or reduce the
alleged Material Physical Injury.

Upon receipt of the Complaint by Watermaster, it shall prepare a summary of the
allegations and serve the summary along with a notice of the Complaint to the
parties to the Judgment within 30 (thirty) days from filing.

Any party to the Judgment may file an Answer to the Complaint within 14
(fourteen) days of the date of the notice of Complaint or other time as may be
prescribed in the Watermaster notice of the Complaint.

Watermaster shall schedule a hearing on the Complaint within 30 (thirty) days of the
notice of the Complaint.

A party to the Judgment’s failure to appear or Contest a hearing on the approval of

an Application of any matter before Watermaster shall not be a bar to the party’s
right to file a Complaint as provided herein. However, a party shallnot be permitted
to file a Complaint if it knew or should have known of a particular harm that that
party would suffer and had a reasonable opportunity to object at the time of the
original approval process but did not file such a Contest.

Any party to the Judgment may request an extension of time to file an Answerorto
continue the hearing, whichmay be granted for good cause by Watermaster.

Any party to a Complaiht proceeding that intends to rely upon documentary
evidence at the hearing, other than Watermaster documents or files, shall serve

-62-

SB 259644 v1: 08350.0001



copies of the evidence upon Watermaster and the other parties to the proceeding a
minimum of seven (7) days in advance of the hearing.

(h)  Watermaster may, in its discretion, cause an investigation of the injury alleged to
exist by the pending Complaint. Any party to the proceeding may be requested to

confer and cooperate with the Watermaster, its staff or consultants to carry out such
investigations.

10.21  AllComplaints ConsideredbyPool Committees. All Complaints shall be considered by the
Pool Committees. Following consideration by the respective Pool Committees, if the
Complaint is not dismissed any person(s) directly impacted by the Complaint may file an

Answer in accordance with the provisions of section 10.16 and the Complaint shall be set
for hearing.

10.22 Designation of Hearing Officer for Applications. Contests and Complaints. The
Watermaster Board shall develop and maintain a panel of five individuals that have
technical expertise and some familiarity with the Basin. The hearing officer shall be
selected bythe mutual agreement of each side. If mutual agreement cannot be reached, each
side to any hearing on an Application or Complaint shall rank their preferred hearing of ficer
from 1 to 5. The panel member receiving the highest total score shall be selected by the
Watermaster Board as the Hearing Officer, unless he or sheis unable to serve in which case
the panel member receiving the next highestrank shallbe selected. Ties shallbe brokenby
vote of the Watermaster Board. Watermaster may add or removenew members to the five
member panel from time to time or as circumstances may warrant. There shall be only two
sides in any hearing and intervenors shall be assigned to a side.

10.23 Duty of'the Hearing Officer. The hearing officer shall conduct the hearings in accordance
with the provisions of this Article. It shall be the responsibility of the hearing officer to
compile the record, develop proposed findings and recommendations supported by
substantial evidence in the record within thirty days of the hearing and transmit the record
to the Advisory Committee and thereafter the Watermaster Board for further action. The
hearing officer shall have and shall exercise the power to regulate all proceedings in any
matter before it, and to take and do all acts and measures necessary or proper for the
efficient performance of its duties.
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__10.24 Procedure at Hearings on Applications, Contests and Complaints

(a)

(b)

(©)

(d)

()

Parties Recognized at Hearing. Only the Applicant(s), Contestant(s), Watermaster
staff and other party or parties to the Judgment which the hearing officer, in its

discretion, allows to intervene as Applicant or Contestant, maybe allowed to appear
at the hearing.

Appearances. Personsappearingontheirownbehalfshallidentify themselvesatthe
beginning of the hearing. When a person is represented by an agent or attomey,
such agent or attorney shall likewise enter an appearance before the hearing officer
and thereafter will be recognized as fully controlling the case on behalfof that party
to the proceeding.

Conduct of Hearings. Hearings shall be open to the public. The hearing officer has
and shall exercise the power to regulate all proceedings in any manner before it, and
to do all acts and take all measures necessary or proper for the efficient performance
of its duties. The hearing officer may rule on the admissibility of evidence and may
exercise such further and incidental authority as necessary for the conduct of the
proceedings.

Bvidence. The hearing need not be conducted according to technical rules of
evidence and witnesses. Any relevant, non-repetitive evidence shall be admitted if
it isthe sort of evidence on which responsible persons are accustomed to relyin the
conduct of serious affairs. Hearsay evidence may be used for the purpose of
supplementing or explaining any direct evidence but shall not be sufficient by itself
to support a finding unless it would be admissible over objection in civil actions.

Rebuttable Presumption. A rebuttable presumption under these Rules and
Regulations means that the presumption shall be sufficient to approve an
Application, unless a party to the Judgment opposing the Application produces
substantial evidence to rebut the presumption. Once the party to the Judgment
opposing the Application produces substantial evidence in support of their
contention that an action may cause Material Physical Injury to a party to the
Judgment or the Basin, th'e presumption shall be deemed rebutted.
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H Official Notice. Before or after submission of a matter for decision, official notice

may be taken by the Hearing Officer of such facts as may be judicially noticed by
the courts of this State.

(g) Evidence by Reference. Public records of Watermaster which are relevant to the
subject of the hearing and books, reports or other papers and pleadings which have
been prepared by Watermaster and submitted previously to the Court, may in the
discretion of the hearing officer, be received into evidence as exhibits without the
need of supplying copies to Watermaster or other parties to the proceeding.

(h)  Examination of Witnesses. Each party to the proceeding shall have the right to call
and examine witesses and introduce exhibits. Watermaster staff and consultants
may participate in the hearing as appropriate, using their technical knowledge and
experience for the primary purpose of developing a full, fair and accurate record,
including the questioning of any witness or the agents for any party to the
proceeding

(1) Order of Procedure. There shall be an opening statement by Watermaster staff,
summarizing the subject matter and purpose of the hearing and the procedures to be
followed. The designated hearing officer will then ask all persons wishing to
participate in the hearing to identify themselves. Staff shall present any written
reports, or summary of any findings resulting from an investigation of the
Application or the Complaint. The Applicant or the Complainant shall then proceed
in the case in chief, followed by the Contestant(s) or the Respondents. The
Applicant and the Complainant will then be afforded an opportunity to present any
responsive evidence. The hearing officer may allow furtherresponse as the interests

of justice mayrequire. Questions from the hearing officer or Watermaster staffshall
be appropriate at any time.

G) Opening Statements and Closing Briefs. Prior to presenting their case, any party to
the proceeding may file a written opening statement, or may make an oral opening
statement, the length of which may be prescribed by the hearing officer. At the

close of the hearing, if the hearing officer deems it advisable, time will be allowed
for the filing of written briefs.

%) Record. The record of tﬁe hearing shall consist of all documents submitted for
consideration as well as all testimony presented. Tape recordings of all testimony
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shall be made. Any party, at that party’s sole expense, may have a court reporter
present at the hearing.

) Completion of Record. The Hearing Officer may request assistance from
Watermaster staff and general counsel in completing the record, proposed findings
and recommendations. The Hearing Officer shall transmit his or her proposed
findings to the Advisory Committee within thirty days of the close of the hearing.
The proposed findings of the hearing officer shall be based upon substantial
evidence in the record.

10.25 Watermaster Determinations.

(a)  Watermaster shall consider and may approve, deny, or condition any contested
Application. Prior to rendering a determination on a contested Application or a
Complaint, both the Advisory Committee or the Board may also each remand the
matter for further findings by the hearing officer a maximum of onetime each. The
hearing officer shall conduct any additional hearings and complete its review and
rehearing and transmit its subsequent report to the Advisory Committee within thirty
days from the date of notice from Watermaster of the need for additional findings.

(b) A contested Application or a Complaint shall be considered at the first regularly
scheduled meeting of the Advisory Committee following the transmittal of the
record, proposed findings of fact and recommendations by the hearing officer and
no later than 30 days from the date of the hearing . The Advisory Committee shall
consider the Application, the staff summary and analysis and staff report, any
rebuttable presumption, the Contest, Answer, the record, proposed findings of fact
and any recommendations of the hearing officer. The Advisory Committee may
amend, modify, accept or reject the report of the hearing officer, or it may direct the
hearing officer to conduct a re-hearing to receive additional evidence, direct the
filing of additional briefs or request oral argument.

(i) The findings and decision adopted by the Advisory Committee shall be
supported by citations to substantial evidence in the record.
(ii) If the Advisory Committee fails to baseits decision on substantial evidence

in therecord or fails to consider the proposed findings of fact developed by
the Hearing Officer, subject to the right of the Advisory Committee to
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remand for further findings, any Advisory Committee mandate shall not be
binding on the Watermaster Board. This provision shall not be considered
in construing the power of the Watermaster Board or the Advisory
Committee that may exist urider the Judgment.

(c) Following consideration by the Advisory Committee, the matter shall be transmitted
to the Board for consideration within thenextthirty (30) days. The Board shall also
considerthe Application, the staff summary, analysis and staffreport, anyrebuttable
presumption that may be applicable, the Contest, the Answer, the record, the
proposed findings of fact and recommendations ofthe hearing officer, as well as the
Advisory Committee action consistent with the Judgment. The Watermaster Board
may amend, modify, accept or reject the report of the hearing officer, or it may
direct the hearing officer to conduct a re-hearing to receive additional evidence,
direct the filing of additional briefs or request oral argument. If the Board directs the
hearing officer to conduct a re-hearing, then the proposed findings of fact and any
recommendations shall be transmitted to the Advisory Committee for re-
consideration prior to transmittal to the Board.

d) Watermaster Action. In acting upon a Complaint, or by approving, denying or
conditioning in whole or in part any Application under this Article, Watermaster’s
determination (Advisory Committee and the Watermaster Board) shall be based
upon substantial evidence in the record developed by the hearing officer and then
before Watermaster. In making such determinations, Watermaster (Advisory
Committee and the Watermaster Board) shall act in a manner consistent with the
Judgment, the Peace Agreement and these Rules and Regulations. It shall support
its determinations by written findings. It shall consider all relevant evidence
presented to Watermaster (Advisory Committee and the Watermaster Board ) and
give due consideration to the policies and purposes set forth in the Judgment as well
as Article X, section2 ofthe Peace Agreement and the OBMP Implementation Plan.

©) No_ Restriction on Rights to Judicial Review Following Determination by
Watermaster. Nothing herein shall be construed as imposing any limitation on any
party’s rights to seek judicial review of a Watermaster decision under this Article
pursuantto paragraph 31 of the Judgment once Watermasterhasrendered a decision
on the respective Application or, in the case of a Complaint, to seek judicial review
of a Watermaster decision where a party to the Judgment has elected to pursue
Watermaster review of an action under this Article.
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63) Emergency Review. In the event of a sudden, unforeseen and unexpected
emergency impacting the health, safety and welfiare of a party to the Judgment or the
Basin, the party to the Judgment may seek immediate judicial review in accordance
with the provisions of the Judgment'and the Local Rules.

) Undue Delav. Absent a Watermaster determination that extraordinary
circumstances exist, Watermaster shall render its final decision on any Application
filed under this Article within 180 days from the date the Application is deemed
complete by Watermaster Staff. In the event Watermaster fails to offer a
satisfactory response to repeated requests by a party to the Judgment to approve,
deny or condition an Application or to rule on a Complaint, a party to the Judgment
may request judicial review of the matter prior to the final Watermaster action.

(h) Effective Date of Watermaster Action.

1) For purposes of judicial review, any ac#on determination or rule of
' Watermaster shall be the date on which the decision is filed.

(i)  Forthe purposes of determining the date on which an approved Application
pursuant to Article X shall be considered eftective, the approval shall relate

back to date the completed Application is filed.

10.26 Application, Contests, Complaints Fees and Expenses.

(@) Each party to the proceeding shall bear its own costs and expenses associated with
the proceeding.

(b)  Watermaster’s summary and analysis and participation in any hearing under this
Article X shall be considered a general Watermaster administrative expense.

(©) Upon request by the Agricultural Pool, Non-Agricultural Pool, or Appropriative
Pool, the parties shall renegotiate this section 10.26. This renegotiation shall
consider, but shall not be limited to, the adoption of a Court-approved resolution to
address potential costs, fees and procedures incurred by parties to the Judgment and
Watermaster in resolving frivolous and repetitiously unsuccessful similar contests.
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(d)  Nothing herein shall be construed as precluding the right or claim by any party to
the Judgment to request a reviewing Court under paragraph 31 of the Judgment to

award litigation fees and costs to the extent such fees and costs may be available
under general law., :
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CONSULTING
MEMORANDUM
Date: March 2, 2001
From: Larry Gallery
To: ICADS Project Participants

Subject: Updated Alternative 10 Profect Costs and Financial Analysis

The purpose of this memorandum is to present and update the description of ICADS
Alternative 10, including the water deliveries, facilities, costs, and financial analysis. This
memorandum was developed based upon input from Project Participants in response to the
February 26, 2001 memorandum sent to Project Participants presenting preliminary
development of costs and requesting input. In addition, additional data has been received
from Salomon Smith Barney in regards to the financial implications of various alternative
implementation strategies to achieve the goals of Alternative 10.

The facilities proposed for Alternative 10 are shown on Exhibit 1, and the flow rates and
points of delivery requested by the Purchasing Group are illustrated on Exhibit 2 attached.
This alternative was developed as a variation of the “Baseline Alternative 7° at the
Purchasing Group's request, to include three major additional facilities:

e the City of Chino Parallel Pipeline,
e the Chino/Ontario Potable Water Pipeline, and
e the Chino/Ontario Pump Station.

These facilities would allow the ultimate project water deliveries requested by the Purchasing
Group. The project water deliveries are summarized in the following table. Note that the
flow deliveries by facility and by end-user shown in the table have be allocated differently
than the actual delivery allocations illustrated on Exhibit 2, in order to accommodate the

existing contracted flows from Chino | existing, while still representing the total requested
deliveries to each end-user.



Desalter Flow Allocations by Facility and End-User

Chino | Chino | Chino I Arlington 2 Total
(from existing  (from expansion
facilities) ' facilities)
afy afy afy afy afy

JCSD 3,200 3,300 1,600 8,100 (7.2 MGD)
Ontario 5,000 5,000 (4.5 MGD)
SARWC 500 700 1,200 (1.1 MGD)
Chino Hills 2,000 2,200 4,200 (3.7 MGD)
Chino 3,000 2,000 5,000 (4.5 MGD)
Norco 1,000 4,400 5,400 (4.8 MGD)
HGCWD 400 400 (0.4 MGD)
Total, afy (MGD) 9,200 4,700 9,000 6,400 29,300 (26 MGD)

(8.2 MGD) (4.2 MGD) (8 MGD) (6.7 MGD)

Notes: [1] The proposed water sales are listed differently from deliveries requested by the Purchasing Group, in
order to accommodate existing contracts for Chino | existing facilities for the financial analysis.
However, actua! deliveries will be as shown on Exhibit 2 and described below:
Chino ! existing: JCSD 1500; Ontario 1500; SARWC 200; Chino Hills 2000; Chino 3000; Norco 1000
Chino I expansion: SARWC 500; Chino Hills 2200; Chino 2000
Chino /I: JCSD 5000; Ontario 3500; SARWC 500
Arington: JCSD 1600; Norco 4400; HGCWD 400

[2] Currently, all production from Arlington is delivered to Orange County Water District.

Project costs for Alternative 10 were originally developed under the assumption that the three
additional Chino/Ontario facilities mentioned above would be constructed as part of the
Chino | expansion project. Subsequent discussions with Salomon Smith Barney raised
concerns that the additional capital associated with these facilities would prevent the
successful debt service restructuring for the Chino | desalter. As a result, alternative
implementation schedules were developed to allocate costs to either the Arlington or Chino Il
projects, with the Chino/Ontario facilities construction along the timeline either of the
Arlington or Chino Il projects. These alternatives included the potential requirements for
purchasers to temporarily accept 2,000 afy — 3,500 afy of water, which would eventually be

delivered to Chino/Ontario by way of the additional Chino/Ontario facilities, for approximately
8 months.

The alternative implementation schedules were presented to the Project Participants in the
February 26, 2001 memorandum, requesting input as to their feasibility. Additional
discussion with end-users demonstrated that temporary acceptance of the interim water

delivery could be achieved if necessary, although it was not preferred, and minor additional
facilities could be necessary.

An additional run of the financial model was performed, assuming that the Chino/Ontario
facilities would be completed at the same time as the Chino | Desalter Expansion, with costs
allocated to the Arlington project to still accommodate the Chino | debt restructuring. This

would eliminate the need for interim deliveries. The proposed schedule of completion dates
is as follows:

e Chino | Desalter Expansion and Chino/Ontario Facilities:
o Arlington Desalter Upgrade:
e Chino Il Desalter:

06/18/02
04/18/03
12/31/03



The estimated capital and operations and maintenance costs for Alternative 10
(Chino/Ontario facilities costs allocated to Arlington) are included in Tables 10-1 and 10-2. A
current draft of the financial model output for Alternative 10 (Chino/Ontario facilities costs
allocated to Arlington, construction of Chino/Ontario facilities complete in 06/2002), as well
as revised model outputs for Alternative 7 and Alternative 1 (Benchmark) have been
completed by Salomon Smith Barney, and will be e-mailed to the Project Participants on
Monday, March 5. Representatives from Salomon Smith Barney will be present at the

Manager’s Meeting on Tuesday, March 6 to address questions regarding the financial
analysis.

Please review the attached information for discussion at the meeting on March 6. Please call

Cindy Miller at 949-855-3616 or me at 949-855-3615 if you have any questions or comments.
Thank you.

H:\Pdata\10101109\Correspondence\Alt 10 Memo Revised 030201.doc
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TABLE 10-1
SANTA ANA WATERSHED PROJECT AUTHORITY
INTEGRATED CHINO/ARLINGTON DESALINATION SYSTEM (ICADS)
“BASELINE" PROJECT 10 CAPITAL COST SUMMARY: Assumes Chino/Ontario Facilities Allocated to Arlington

[.D. No. [Facility Description Construction Cosi Land cost SAR"O,CSD Reimbursement
Connection Fee
1 CHINO | DESALTER FACILITIES {incl. 4.2 MGD Expansion) | |
1 VOC Treatment ! 1
2 JvOC Treatment 400,000] i
3 | | Subtotal VOC Treatment: 400,000} o} 0
4  |Treatment Plant Expansion Modifications (to 12.9 MGD total) | |
5 lon Exchange (3.7 MGD) 2,960,000 |
6 Pump Station Upgrade 280,000} )
7 Subtotal Treatment Plant Modifications: 3,240,000} o| 0
8  |Pump Station : | |
9 City of Chino Hills Pump Station i 620,000} 40,000|
10 Subtotal Pump Station:| 620,000/ 40,000] 0
11 Pipeiines
12 Chino | Raw Water Pipeline Extension 660,750
-|Brine.Disposal Line-(0.076.MGD) - - e O ---610,000
Subtotal Pipelines:| 660,750} o} 610,000 0]
15 Supply Wells for Treatment Plant Expansion | | 1
16 Well Construclion (4wells) 1,344,000 240,000| i
17 Weli Equipment (4 wells) 1,360,000 | }
I 18 Subtotal Supply Wells for Treatment Plant Expansion: 2,704,000 240,000 0 o}
I 19 SUBTOTAL CHINO | DESALTER FACILITIES: 7,624,750 280,000 610,000 of
I I 1
[ & ICHINO Il DESALTER FACILITIES (8 MGD) ] | i
I 1 ITreatment Plant(to8.4) i { {
I 2 RO & lon exchange (8.4 MGD) 41,420,000 1,045,000 | i
{ s | Subtotal Treatment Plant: 11,420,000 1,045,000 o] [
} 4 lcleawel | | | ]
I s | Welded Steel Tank (2 MG) l 800,000} i {
J 6 | Subtotal Clearwell: | 800,000} 0 0f 0§
I 7 |pump Stations i 1 | | 1
I s | }JurupaPump Station | 1,550,000| | i i
I 9o | | Ontario Pump Station | 585,000] 40,000] | 1
G | Subtotal Pump Stations:| 2,135,000| 40,000} o| o
11 |Pipelines i { | { 1
12 Chino il Raw Water Pipeline | 2,680,000) ] | ]
| 13 City of Ontario Connection | 288,600} | ] 1
[ 14 Brine Disposal Line (1.50 MGD) | 120,000| i 12,030,000] i
15 Subtotal Pipelines:} 3,088,600| o| 12,030,000 0
16 |Wells | | } | {
17 Well Construction (7 wells) | 2,352,000] 420,000| | ]
18 Well Equipment (7 wells) | 2,380,000} | | |
I 19 Sublotal Wells: | 4,732,000| 420,000} 4] 0
I 20 SUBTOTAL CHINO il DESALTER FACILITIES: | 22,175,600 1,506,000] 12,030,000 0
I | | i I
1 ARLINGTON DESALTER FACILITIES ] j | {
1 [Treatment Plant Modifications | | | |
2 | Facility i i { {
i 3 | Disinfection System | 200,000} | {
I 4 1 Pump Station | 625,000| | [
I s | Clearwell (450,000 gallons) ] 600,000 } |
| s Subtotal Treatment Plant Modifications:| 1,425,000 of 0f OJ
[ 7 \OtherFaciiities | | | |
I s Arlington Potable Waler Pipeline (10 JCSD) | 7.124,000| { |
] 9 Brine Disposal Line | ) | |
I 10 Chino/Ontar:o Pump Station | 835,000} | |
I 1 City of Chino Parallel Pipeline | 2.208,000| | |
12 Chino/Ontario Polable Water Pipeline 1,920,000 | |
13 Subtotal Pipelines: 12,087,000 [o]] 0| 0
14 |Arlington Reimbursement | | 808,000
15 SUBTOTAL ARLINGTON DESALTER FACILITIES:} 13,512,000 o]} o| 808,000]
16 | I |
17 TOTAL ESTIMATED CONSTRUCTION COST:| 43.312,350] 1,785,000 12,640,000 808,000
18 Engineering/Admin./Legal @ 20% 8,662,470| NA NA NA
19 Contingency @ 15% 7,796,223} NA NA NA
20 | Subtotal: 59,771,043| 1,785,000} 12,640,000 808,000]
" TOTAL ESTIMATED SYSTEM CAPITAL COST $75,004,043 “

RBF Consulting
10.101109  All 10China | Cosl ESID30201.xs  Pioject 10Capial  Date: Q42212001



TABLE 10-2
SANTA ANA WATERSHED PROJECT AUTHORITY

INTEGRATED CHINO/ARLINGTON DESALINATION SYSTEM (ICADS)

"BASELINE" PROJECT 10 O&M SUMMARY: Assumes Chino/Ontario Facilities Allocated ta Arlingtan

!b. No.IF cility Description J Fixed Variable ' ' Energy l SARI Fixed V::;:;le : ; Total —]
[ A ] "
! I( HINO I DESALTER EACILITIES (incl. 4.2 MGD E xpansion) i T III
;_ 1 JOCTreatment ]
i 2 _Hmm:um\__ 70,000
3- Subtotal VOC Treaiment: 70,000 0 0 0 0 70,0001‘
4 ¢ .J reatmenﬁ:pansian Modifications —
gs .._']_. p nge 21,000 314,0004 6,500 341,500
| 6 5 Pump Station Upgrade 10,000 185,000 § 1 L 195,000
i 7 A Subtotal Treatment Plant Modiflcations: 31,000 314,000 197,500 0 0~ ' —5—36,-506—]
—
8——Rump Stalion.
IT,__Q.._Q — ity of Chino Hills Pump Station 10,000 730,000 ; .w.uw—i
—
410 ] Subtotal Pump Station: 10,000 0 130,000 —0 o Heeee
u 14 Pi i i l
g 12 |China | Raw r Pipeline Extension 7,000 ! i i T.wv—;
1 cne Disposal i 076 MGD | 2,000 | 13,000 i “.wv—l
_1—14 Subtotal Pipelines: 7,000 0 0 ] 4,000 | T8,000 ] 29,666
K 1pply Wells l l s
- lvell Construction (4 wells) | { ;
17 el Equipmeni (4 wells) 40,000 200,000 f [ i L"u.v\:n:v—l
©18- Subtotal Supply Wells: 40,000 0 | 200,000 U i —T i uu,vw—l
'_1& ] SUBTOQTAL CHINO | DESALTERFACILITIES: 168,000 314,000 521,500 ! 4,000 ! 18,000 ! +,615;566 ‘
L
| | | ]
Tl C DESALTER FACILITIES ] i |
Treaimeni Plant I I
RO & lon exchange 130,000 680,000 295,000 1 T .w,{w‘w—:
3 Subtotal Treatment Plant: 130,000 680,000 ,000 uI 17165;666
4—_{Cl 1 | [ i !
5 Welded SieelTank (2 MG) 10.000 l I ' -u,uwS—I
8. Subtotal Clearwell: 10,000 0 OI u'— ui ‘.C.CSG;
Z IDllmp Siations. I 1 I
8 lurupa Pump Station 10,000 | 375,0UUi— -——3$5.:6601
g QOnilar o Pump Station 10,000 100.UUU' 448,666
S Subtotal Pump Stations: 20,000! 0 475’00'3! | u’ 7195;6
I opa | i
! chiaau Rawwater Pig ne 25,00 T -25-90
ﬁq—
- |Cityof Ontario Connegtion | 2,600 1 —2:60
!l_j_—ﬁ— !F!rinr-‘ Dispasaltine i 2,000 T 52,00 371,66 7425008
— 185 4 Subtotal Plpelines: 29,600 a 52,000 3746 452664
fi- 16— wels I
F&M ! :
| (lwen Equipment(Z wells) 70,000 ; 42
—% Subtotal Wells| 70,000 q 350, of 426,66
i 20 SUBTOTAL CHINO 1l DESALTER FACILITIES; 259.609[ 680,00 1,120,00? bt,uudl 371,000 2,482;60€
, . I 1 T — | i
t | ARUINGTON DESAI TER FACILITIES ! | ! i i
—4—{ Tceaiment Plant Modifications I i i ] ]
2 |Eaciity | 120,000f 480,009 73000, re46:000,
Disinfeclion Sysiem 25,00 15.00? 40,009
Pump Station 10,000 | 400,000" R T
s Clearwell (450000 gallons) 10,00 1 . - 1 10,009
Subtotal Treatment Ptant Modifications):| 165,00 480,00p, 855,007 T 1,500,00
i Qiher Eacilities l l T —1— ]
8 Arlington Pot. Water Pipeline | 60,000]| 50,553
P Brine Dispqsal Line 50,00 366,66 350,080
. 10 _Chino/Ontario Pump Station 10,00D 175,00} 485,00p
14 City of Ching Parallel Pipeline 23,000 > F ~—23,000
12 Chino/Ontario Potable Waler Pipeline 20,000 T - 20,040
—3 Subtotal Pipeline§:| 113,000 0 175,0 50,0 .NWGT-_G-!G;OﬁO
14 SUBTOTAL ARLINGTON DESALTER FAClLlTIES:] 278,000 480,040 1,030,000} 506,006+ Z’.CC,C.‘H, ~'.’1"“,".‘"
. |
" TOTAL SYSTEM OPERATIONS AND MAINTENANCE $695,600] $1 .474.0001 $2,671,500; $106.000! $689,000]|” $5,636,100
[iaes L -

RBF Consulting

10.101103  Att10Chino} Cost Est030201 xis

Project 10 08M  Date: 0V 222001



CHINO BASIN WATERMASTER
Case No.RCV 51010
Chino Basin Municipal Water District v. The City of Chino

PROOF OF SERVICE

I declare that:

I am employed in the County of San Bernardino, California. Iam over the age of 18 years and not a party to the
within action. My business address is Chino Basin Watermaster, 8632 Archibald Avenue, Suite 109, Rancho
Cucamonga, California 91730; telephone (909) 484-3888.

On March 23, 2001, I served the document identified below

1) MOTION TO APPROVE CHINO BASIN WATERMASTER RULES AND REGULATIONS;
APPROVE POST-ORDER MEMORANDUM; APPROVE INTERVENTION; RECEIVE AND FILE
23" ANNUAL REPORT for Hearing on April 19, 2001 at 2:00 p.m. Department RS. '

by placing a true copy of same in sealed envelopes for delivery by United States Postal Service mail at Rancho
Cucamonga, California, to each of the addresses shown on the attached service lists:

e Attorney Service List

¢  Mailing List A

I declare under penalty of perjury that the foregoing is true and correct and that this declaration was executed at
Rancho Cucamonga, California, on March 23, 2001,

Michge Lauffer E; 5 -
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BOB BEST

NATL RESOURCES CONS SVS
25864BUSINESS CENTER DRK
REDLANDS CA 92374

MICHAEL BOCCADORO
THE DOLPHIN GROUP
925L ST STE 800
SACRAMENTO CA 95814

JIM BRYSON
FONTANAWATER COMPANY
P.O. BOX 987

FONTANA CA 92334-0987

NEIL CLIFTON

IEUA

P.O.BOX 697

RCHO CUCA CA 91729-0697

DAVIDB COSGROVE
RUTAN & TUCKER

611 ANTON BLVD STE 1400
COSTAMESA CA 92626

ROBERT DEBERARD
CHAIRMAN-AG POOL
1886 UKIAH WAY
UPLAND CA 91784

CURTIS AARON

CITY OF FONTANA

8353 SIERRA AVE
FONTANA CA 92335-3598

STEVE ARBELBIDE
CBWM BOARD

417 PONDEROSA TR
CALIMESA CA 92320

RICH ATWATER

IEUA

P.O. BOX 697

RCHO CUCA CA 91729-0697

KEITH BELAND

STATE OF CALIFORNIA CDC
P.O. BOX 942883
SACRAMENTO CA 94283-0001

JOHN BEZZANT

CCG ONTARIO, LLC

3990 WESTERLY PLACE STE 200
NEWPORT BEACH CA 92660

PATTI BONAWITZ

IEUA

P.O. BOX 697

RCHO CUCA CA 91729-0697

BRUCE CASH

UNITED WATER MGMT CO INC

1905 BUSINESS CENTER DR STE100
SAN BERNARDINO CA 92408

LAURA COOMBS
ARROWHEAD WATER COMP
5772 JURUPARD

ONTARIO CA 91761-3672

DAVE CROSLEY

CITY OF CHINO

5050 SCHAEFER AVE
CHINO CA 91710-5549

ROBERT DELOACH
CUCAMONGA CTY WD

P.O. BOX 638

RANCHO CUCA CA 91729-0638

RICHARD ANDERSON
1365 W FOOTHILL BLVD STE 1
UPLAND CA 91786

DAVE ARGO

BLACK & VEATCH

6 VENTURE STE 315
IRVINE CA 92618-3317

RODNEY BAKER
P.O. BOX 438
COULTERVILLE CA 95311-0438

BILL BENNETT

VULCAN MATERIALS COMPANY
P.O. BOX 39756

LOS ANGELES CA 90039

GERALD BLACK

FONTANA UNION WATER CO
P.O. BOX 309

FONTANA CA 92334

FRANK BROMMENSCHENKEL
134 DAVIS ST
SANTA PAULA CA 93060

TERRY CATLIN
CBWM BOARD
2344 IVYCT
UPLAND CA 91784

DAVID COOPER
SUNKIST GROWERS INC
760 E SUNKIST ST
ONTARIO CA 91761

DAVID DE JESUS

CBWM BD MEMBER (TVMWD)
146 E COLLEGE ST

COVINA CA 91723

BILL DENDY

BILL DENDY & ASSOCIATES
429 F ST STE 2

DAVIS CA 95616-4111



GREG DEVEREAUX
CITY OF ONTARIO
303 E "B" ST
ONTARIO CA 91764

GLEN DURRINGTON
5512 FRANCIS ST
CHINO CA 91710

BOB FEENSTRA

MILK PRODUCERS COUNCIL
13545 S EUCLID AVE
ONTARIO CA 91762-6656

CARL FREEMAN

L. D. KING

2151 CONVENTION CENTRE WAY
ONTARIO CA 91764

JIM GALLAGHER

SOUTHERN CALIFORNIA WATER CO
2143 CONVENTION CTRWAY STE 110
ONTARIO CA 91764

LISA HAMILTON

GE/MGR ENV REMEDIATION PRGM
640 FREEDOM BUSINESS CTR
KING OF PRUSSIA PA 19406

CARL HAUGE

DEPT OF WATER RESOURCES
1020 9TH ST 3RD FL
SACRAMENTO CA 95814

JOHN WILLIAM INGRAHAM
CNTY OF SAN BERNARDINO
7000 MERRILL AVE BOX 1
CHINO CA 91710-9027

JOSEPHINE JOHNSON
CBWM BOARD

3635 RIVERSIDE DR
CHINO CA 91710

PATRICK KING

CONSULTANT TO SENATOR NELL SOTO
822 N EUCLID AVE

ONTARIO CA 91762

DOUG DRURY

IUEA

P.O. BOX 697

RANCHO CUCAMONGA CA 91730

DICK DYKSTRA
10129 SCHAEFER
ONTARIO CA 91761-7973

RALPH FRANK
755 LAKEFIELD RD #E
WESTLAKE VILLAGE CA 91361

SAM FULLER

SAN BERNARDINO VALLEY MWD
P.0. BOX 5906

SAN BERNARDINO CA 92412-5906

JOE GRINDSTAFF
SAWPA

11615 STERLING AVE
RIVERSIDE CA 92503

PATSY HAMILTON

STATE OF CALIFORNIA, CIW
P.O0. BOX 6000

CORONA CA 91718

PAUL HOFER
CBWM BOARD
11248 S TURNER AVE
ONTARIO CA 91761

NINA JAZMADARIAN
METROPOLITAN WATER DISTRICT
P.0. BOX 54153

LOS ANGELES CA 90054-0153

BARRETT KEHL

CBWCD

P.O0. BOX 2400

MONTCLAIR CA 91763-0900

MARK KINSEY

MONTE VISTA WATER DISTRICT
P.O.BOX 71

MONTCLAIR CA 91763-0071

GLENN DUNCAN
CHINO, CITY OF

P.O. BOX 667

CHINO CA 91708-0667

MOHAMED EL AMAMY
CITY OF ONTARIO

1425 S BON VIEW
ONTARIO CA 91761-4406

COLE FRATES

AZURIX

5657 WILSHIRE BLVD STE 330
LOS ANGELES CA 90036

MARK GAGEP E

GEOMATRIX CONSULTANTS INC
2101 WEBSTER ST#1200
OAKLAND CA 94612

JACK HAGERMAN

STATE OF CALIFORNIA CIM
4158 CENTER ST

NORCO CA 91760

DONALD HARRIGER

CBWM BD/ALTERNATE (WMWD)
P.0. BOX 5286

RIVERSIDE CA 92517-5286

ANNESLEY IGNATIUS

COUNTY OF SAN BERNARDINO FCD
825 E 3RDST

SAN BERNARDINO CA 92415-0835

KEN JESKE

CITY OF ONTARIO

1425 S BON VIEW AVE
ONTARIO CA 91761-4406

ROB KETTLE

STATE OF CALIFORNIA, CIW
P.O. BOX 6000

CORONA CA 91718

MARK KINSEY

MONTE VISTA IRRIGATION CO
10575 CENTRAL AVE
MONTCLAIR CA 91763



GENE KOOPMAN
13898 ARCHIBALD AVE
ONTARIO CA 91761-7979

RONALD LA BRUCHERIE
12953 S BAKER AVE
ONTARIO CA 91761-7903

MIKE MAESTAS

CITY OF CHINO HILLS

2001 GRAND AVE

CHINO HILLS CA 91709-4869

CAROLE MCGREEVY
JURUPA COMM SVCS DIST
8621 JURUPARD
RIVERSIDE CA 92509-3229

JM MOODY

CITY OF UPLAND

P.O. BOX 460

UPLAND CA 91785-0460

ROBERT NEUFELD

CHAIRMAN CBWM BOARD

14111 SAN GABRIEL CT

RANCHO CUCAMONGA CA 91739

SANDY OLSON

WALNUT VALLEY WATER DISTRICT
271 S BREA CANYONRD

WALNUT CA 91789

HENRY PEPPER
CITY OF POMONA
505 S GAREY AVE
POMONA CA 91766

BILL RICE

RWQCB - SANTA ANA REGION
3737 MAIN ST STE 500
RIVERSIDE CA 92501-3339

ARNOLD RODRIGUEZ

SANTA ANA RIVER WATER CO
10530 54TH ST

MIRA LOMA CA 91752-2331

KRONICK ET AL

KRONICK MOSKOVITZ TIEDEMANN &

GIRARD
400 CAPITOL MALL 27TH FL
SACRAMENTO CA 95814-4417

FRED LANTZ

CBWM BD/ALTERNATE (TVMWD)
P.O. BOX 2701

POMONA CA 91769°

ALAN MARKS
CTY OF SAN BERN CTY CNSL
157 WSTH ST
SAN BERNARDINO CA 92415

BILL MILLS

ORANGE COUNTY WATER DIST
P.0. BOX 8300

FTNVALLEY CA 92728-8300

EILEEN MOORE

SECY ONTARIO CITY COUNCIL
303 E "B" STREET

ONTARIO CA 91764

ROBERT NICHOLSON
SAN GABRIEL VALLEY WC
P.0.BOX 6010

EL MONTE CA 91734-2010

STAN OWENS
STATE OF CA CIM
P.O. BOX 128
CHINO CA 91710

JEFF PIERSON
2 HEXAM ST
IRVINE CA 92612

7

LES RICHTER
CALIFORNIASPEEDWAY
P.O. BOX 9300

FONTANA CA 92334-9300

WAYNE SALMI
PRAXAIR

5705 AIRPORT DR
ONTARIO CA 91761

KENNETH KULES
METROPOLITAN WATER DISTRICT
P.0. BOX 54153

LOS ANGELES CA 90054-0153

CARLOS LOZANO
STATE OF CA YTS
15180 S. EUCLID

CHINO CA 91710

MIKE MCGRAW

CBWM BD MEMBER/FWC
P.O. BOX 987

FONTANA CA 92334-0987

RUBEN MONTES

SAN BERNARDINO CTY FLD CONT DIS”

825 E THIRD ST
SAN BERNARDINO CA 92415

CHRIS NAGLER

DEPT OF WATER RESOURCES
770 FAIRMONT AVE SUITE 102
GLENDALE CA 91203-1035

DANA OLDENKAMP
MILK PRODUCERS COUNCIL
3214 CENTURION PL
ONTARIO CA 91761

MARY PARENTE
8559 EDISON AVE
CHINO CA 91710-9242

ROBB QUINCEY
CITY OF HESPERIA
15776 MAIN ST
HESPERIA CA 92345

DAVID RINGEL
MONTGOMERY WATSON
P.0. BOX 7009

PASADENA CA 91109-7009

PATRICK SAMPSON
P.O0. BOX 660
POMONA CA 91769



DIANE SANCHEZ

DWR

770 FAIRMONT AVE
GLENDALE CA 91203-1035

DONALD SCHROEDER
CBWM BOARD
3700 MINTERN
RIVERSIDE CA 92509

MICHAEL SMITH

NICHOLS STEAD BOILEAU & KOSTOFF
223 W FOOTHILL BLVD #200
CLAREMONT CA 91711-2708

BILL STAFFORD

MARYGOLD MUTUAL WATER CO
9725 ALDER ST

BLOOMINGTON CA 92316-1637

TOM STETSON

STETSON ENGINEERS INC
3104 E GARVEY AVE
WEST COVINA CA 91791

SWRCB
SWRCB - DIV OF WATER RIGHTS
P.0. BOX 2000
SACRAMENTO CA 95809-2000

MICHAEL THIES

SPACE CENTER MIRA LOMA INC
3401 S ETIWANDA AVE BLDG 503
MIRALOMA CA 91752-1126

GEOFFREY VANDEN HEUVEL
CBWM BOARD

7551 KIMBALL AVE

CHINO CA 91710

RAY WELLINGTON
SANANTONIOWATER COMPANY
139 N EUCLID AVE

UPLAND CA 91786-6036

MARK WILDERMUTH

WILDERMUTH ENVIRONMENTAL INC
415 N EL CAMINO REAL STE A
SANCLEMENTE CA 92672

JOSEPH C SCALMANINI
500 FIRST ST
WOODLAND CA 95695

JUDY SCHURR
30587 LOS ALTOS DR
REDLANDS CA 92373

KYLE SNAY

SOUTHERN CAWATER CO
401 S SAN DIMAS CANYON RD
SAN DIMAS CA 91773

DAVID STARNES

MOBILE COMMUNITY MGMT CO
1801 E EDINGER AVE STE 230
SANTAANA CA 92705

CRAIG STEWART

GEOMATRIX CONSULTANTS INC.

330 W BAY ST STE 140
COSTAMESA CA 92629

JIM TAYLOR

POMONA UTILITY SVS DEPT.
148 N HUNTINGTON BLVD
POMONA CA 91768

JOHN THORNTON

PSOMAS AND ASSOCIATES
3187 RED HILL AVE, SUITE 250
COSTA MESA CA 92626

ERICK VAUGHN

ANGELICA RENTAL SERVICE
1575 N CASE ST

ORANGE CA 92867-3635

CHARLES R. WHITE
DWR-SODIST

770 FAIRMONT AVE
GLENDALE CA 91203-1035

JEROME WILSON
CBWM BOARD

6035 FALLING TREE LN
ALTALOMA CA 91737

JOE SCHENK

CITY OF NORCO
P.0.BOX 428

NORCO CA 91760-0428

DAVID SCRIVEN

KRIEGER & STEWART ENGINEERING
3602 UNIVERSITY AVE

RIVERSIDE CA 92501

NELL SOTO

STATE CAPITOL

ROOM NO 4066
SACRAMENTO CA 95814

L HAIT

STERN & GOLDBERG

9150 WILSHIRE BLVD STE 100
BEVERLY HILLS CA 90210

TRACI STEWART

CHINO BASIN WATERMASTER
8632 ARCHIBALD ST STE 109
RANCHO CUCAMONGA CA 91730

JERRY THIBEAULT

RWQCB - SANTAANA REGION
3737 MAIN ST STE 500
RIVERSIDE CA 92501-3339

MANAGER

THREE VALLEYS MW D

1021 E MIRAMAR AVE
CLAREMONT CA 91711-2052

MARK WARD

AMERON INTERNATIONAL
13032 SLOVER AVE
FONTANA CA 92335-6990

MICHAEL WHITEHEAD
SAN GABRIEL VALLEY WC
P.O. BOX 6010
ELMONTE CA 91734



