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INTRODUCTION
Watermaster files this Motion for a Declaration Regarding Discharge of Obligations
Under Article VII of the Peace Agreement in order to satisfy the requirements of Section 7 of the
Integrated Chino-Arlington Desalters System Term Sheet (“Term Sheet™) as more fully described

below. A copy of the Term Sheet is attached to this pleading as Exhibit “A.”

On September 19, 2001, Walermaster counsel, on behalf of the parties involved in the

desalter negotiations, submitted a Status Report on such negotiations to the Court. A hearing
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regarding this Status Report was scheduled for November 15, 2001. This Desailter Status Report
notified the Court that pursuant to Section 7 of the Term Sheet, the parties to the Term Shect
intend to request the Court to issue an Order regarding their discharge of obligations under
Article VII of the Peace Agreement.
1L
MOTION FOR A DECLARATION REGARDING DISCHARGE OF OBLIGATIONS
UNDER ARTICLE VII OF THE PEACE AGREEMENT
The Chino Basin Optimum Basin Management Program (““OBMP”) requires the
construction and operation of desalters in the Chino Basin in order to enhance hydraulic control
of Basin waters and to provide water quality benefits to the Basin. One desalter has already been
constructed (the “Chino I Desalter”) by the Santa Ana Watershed Project Authority (“SAWPA™)
acting through a subcormmittee known as Project Committee No. 14 (“PC 14") which is
composed of Western Municipal Water District of Riverside County ("Westemn"), Inland Empire
Utilities Agency (“IEUA™) and the Orange County Water District (“OCWD”). In March of 2000,
Proposition 13, also known as the “Water Bond,” was passed by the voters of Califomia.
Proposition 13 allocated a substantial amount of money to SAWPA which earmarked a portion
of this moncy specifically to provide partial funding for an expansion of the Chino I Desalter
(**Chino I Expansion™) and for the construction of an additional desalter (the “Chino I
Desalter”). Final discretionary action by SAWPA to request an allocation of this money from the
State Water Resources Control Board is scheduled 1o be taken on March 3, 2002. Article VII of
the Peace Agreement, titled “‘Desalters,” established the framework of an agreement between the
parties according to which the funds made available by Proposition 13 would be spent, and
according to which the local share of this funding would be provided and the water from the
desalters allocated.
On July 31, 2000, Western approved the Peace Agreement through the adoption of

Resolution 2120 of the Westermn Board of Directors. However, Western’s approval of the Peace

Agreement was expressly contingent upon the satisfaction of two conditions. The first condition
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broadly requires that since implementation of Article VII of the Peace Agreement must be
consistent with Western’s existing obligations and commitments to construct and operate desalter
facilities in the Chino Basin, it must ensure that the financing of the desalter facililies is
coordinated with funds from Proposition 13, and it must improve the reliability and backup of the
desaiter facilities through appropriate interties. Western’s first condition also required that the
City of Norco have readily available and direct access to water produced by the desalter facilities.
The second condition sought to ensure the financial feasibility and stability of the desalter
facilities by requiring the purchasers of the desalted water to commit to purchase a minimum
quantity of water produced from the desalter facilities.

To address Western’s conditions of approval for the Peace Agreement, the following
parties negotiated and executed the Term Sheet: the State of California, the Citics of Ontarie,
Chino, Chino Hills and Norco, the Jurupa Community Services District, the Santa Ana River
Water Company, and the members of PC 14. As such, al proper and necessary parties have
reached agreement on the essential tenms of how to plan, design, construct, manage, operate and
implement the desalter facilities described under Article VII of the Peace Agreement.

While Article VII of the Pcace Agreement contemplated that the PC 14 menbers would
design, build and own the Chino I Expansion and the Chino Il Desalter, the parties to the Term
Sheet found an alternative arrangement would be more effective. Pursuant to the Term Sheet, the
Cities of Ontario, Chino, Chino Hills and Norco, the Jurupa Community Services District, the
Santa Ana River Water Company formed a joint powers authority known as the Chino Basin
Desalter Authority (“CDA™), with IEUA as an ex officio member. A copy of the joint powers
agreement creating the CDA is attached to this pleading as Exhibit "B."

Subsequently, CDA negotiated and reached agreement with SAWPA on behalf of the PC
14 members for CDA’s ownership and operation of the Chino I Desalter, and for the allocation of
the Proposition 13 grant funds to CDA for the design, construction, ownership and operation of
the Chino I Expansion and the Chino II Desalter. The document memorializing the agreement

between CDA and SAWPA on behalf of the PC 14 members is known as the Chino Desalier
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Facilities Acquisition Agreement (“Facililies Acquisition Agreement™). A copy of the most
current draft of the Facilities Acquisition Agreement is attached to this pleading as Exhibit “C,”
and the parties will provfde the Court a fully executed copy of the agreement no later than the
date of the hearing on this motion.

Because the provisions of the Term Sheet deviate from the obligations set forth in Article
VTI of the Peace Agreement, the parties included several provisions in the Term Sheet to
reconcile the differences by providing generally that impiementation of the Term1 Sheet satisfies
the obligations in Article VII of the Peace Agreement. Specifically, Section 7(b) of the Term
Sheet provides for three things:

1. The parties to the Term Sheet agree amongst themselves that performance by the
PC 14 members of their obligations in the Term Sheet, and any agreements executed in
furtherance thereof, shall discharge and satisfy the obligations, responsibilities, and liabilities of
the PC 14 members under Article VII of the Peace Agreement, with the exception of those
provisions of Article VII regarding “Future Desalters”™; and

2. The parties agree to submit a joint notification to the Court that they intend that
the construction and operation of the Chino 1 Expansion and the Chino II Desalters described in
Exhibit “A” satisfies Western's and IEUA's obligation under the Peace Agreement fo design and
construct desalters with a cumulative minimum capacity of 14 mgd [as discussed above, the
parties submitted this joint notification to the Court in a Status Report filed by the Watermaster
with the Court on September 19, 2001]; and

3. The parties to the Term Sheet shall:
[Cloliectively request that the Court exercising continuing jurisdiction in the
Chino Basin Judgment issue anorder in its case No. 51010, declaring that
performance of this Term Sheet and any agreements executed in furtherance
hereof, shall fully discharge and satisfy all obligations, responsibilities, and
liabilities of IEUA and WMWD [Western] under the Peace Agreement under
Article VII of that Agreement, with the exception of those provisions of Article
VII regarding “Future Desalters.”

Accordingly and pursuant to Section 7(b) of the Term Sheet, the parties respectfuily

request the Court to issue an order in this case declaring that performance of the Term Sheet and
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any agreements executed in fitherance thereof, shall fully discharge and satisfy ali obligations,
responsibilities, and liabilitics of [EUA and Western under Article VII of the Peace Agreement,
with the exception of those provisions of Article VII regarding “Future Desalters,” as defined in
the Peace Agreement.

DATED: DI... 30, 2002 HATCH AND PARENT

e 7;&:/ =

SCOTT S. SLATER
MICHAEL T. FIFE
Attorneys for Chino Basin Watermaster
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INTEGRATED CHINO-ARLINGTON DESALTERS SYSTEM
TERM SHEET

1. The Parties. The Parties to this Term Sheet include the Western Municipal Water District
("WMWD"), Inland Empire Utilities Agency ("IEUA") and the Orange County Water District
("OCWD") (collectively "the Sellers"), and the Cities of Chino, Chino Hills, Norco and Ontario,
the Jurupa Community Services District ("JCSD"), Santa Ana River Water Company (collectively
"the Purchasers"), and the State of California ("State").

2. Statement of General Covenants. WMWD, [IEUA and OCWD, through Project Committees
No. 9 and No. 14 ("PCNo. 9 and PCNo. 14") asthey are defined in their authorizing agreements
ofthe Santa Ana Watershed Project Authority ("SAWPA"), plan to design, finance and construct
the Integrated Chino - Arlington Desalters System ("ICADS"). WMWD, IEUA and OCWD,
through PC Ne-14, plan to design, finance and construct the Chino I Expansion and the Chino II
Desalter only after consultation with the Joint Enterprise Group ("JEG"). WMWD and OCWD,
through PCNo. 9, will plan, design, finance and construct improvements to the Arlington Desalter
that are designed to maximize the quantity of desalted water that can be produced fromthe facility
within the limits ofthe grant funding and financing available for such improvements. The Chino I
Desalter, the Chino I Expansion, the Chino II Desalter and the Arlington Desalter will all be
included inthe ICADS Project. ICADS willresult inthe physical integration of the operation of
the three desalters as provided in this Term Sheet. Desalted water fromthe Arlington Desalter,
ifavailable, will be offered first to the Home Gardens County Water District (*Home Gardens"),
the City ~f Norco and the State for use on lands south of the Santa Ana River ("River") inan
annual amount not to exceed 1,200 acre-feet per year as provided below, and then to the JEG
under the terms of along-term water supply contract that allows, but does notrequire, the JEG to
purchase the water. Thereafter, water that is not sold to JEG will be made available to the State
for use north or south of the River as the next priority, and thento OCWD, the Purchasers, the
State and otherentities. In general conformity with the terms set forth below, the Parties to this
Term Sheet will undertake the following commitments with regard to the ICADS Project:

(a)  The Sellers will:

(1) through PC No. 14, consult with JEG, and as directed by JEG, design, finance and
construct Chino I Expansion and the Chino IT Desalters, as such facilities are
described in this Term Sheet, and in furtherance of the Chino Basin Optimum
Basin Management Program ("OBMP") and the Peace Agreement. PCNo. 14
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shall defer to the express direction of JEG provided that JEG assumes full legal and
financial responsibility for the direction it provides to PC No. 14 as provided
within this Term Sheet; and

through PC No. 9, contract to sell water from the Arlington Desalter in the
following order of priority: ( 1) to the Home Gardens, the City of Norco and the
State for use on its lands south of the River in an amount not to exceed 1,200
acre-feet; (2) to JEG; (3) to the State for use on lands north or south of the River;
(4) to OCWD and (5) to the Purchasers and the State; and (6) to other entities.

(b)  The Purchasers will:

(i)

(i)

(iv)

)

8B 263919 v1: Q08350.0001

through JEG, execute with Sellers a lease to purchase agreement for the Chino I,
Chino ] Expansion and the Chino I1 Desalters and assume the debt service. The
lease/purchase amount shall be generally equivalent tothe debt service of these
facilities. Inexchange for each Purchaser’s assumption oftheir pro-rata costs of
debt service and their agreement to pay the costs of producing the desalted water,
including operations and maintenance expenses, each Purchaser shall have the right
to use the desalted water generated bythe facilities. A Purchaser may assume this
responsibility under a purchase contract, as a participating member of JEG or
both;

exercise good faith and best efforts to provide directionto PC No. 14, regarding
design, finance, planning and construction of the Chino I Expansion and the Chino
[1 Desalters;

operate and maintain the Chino I, Chino I Expansion and the Chino Il desalter
facilities and operate and maintain production fromthe Chino I Expansion and the
Chino II Desalters at or above the minimum quantities specified in the Peace
Agreement (14 mgd),

have the right to exercise an option to receive desalted water fromthe Arlington
Desalter that is surplus to the needs of the Home Gardens, the City of Norco and
the State for use on lands south of the River in a quantity not to exceed 1,200
acre-feet per year under a water supply contract with a higher prionty than
OCWD;,

havetheright to purchase desalted water under a second and independent option
to purchase surplus to the needs of the State for use on lands north of the River




and OCWD,

(vi)  forma JEG that 15 comprised of some or all of the Purchasers (and in the sole
discretion ofthe Purchasers, include members other than the Purchasers) witha
sufficient constituency to assume the debt service for the Chino I, Chino I
Expansion and the Chino II Desalters. The JEG shall hold the rights to the
desalted water made available by Chino I, the Chino I Expansion and the Chino
Il Desalters and desalted water made available under contract with the Arlington
Desalter. The JEG shall allocate its water inter-se. The Purchasers will exercise
best efforts to form the JEG as soon as practicable; and

(vi)  within30 (thirty) days fromthe date ofexecution, nominate a designee to serve as
the point of communication between the Purchasers and the other Parties to this
Agreement.

3. Description of Facilities. The facilities that are integralto the production and delivery of desalted
water are commonly known as the ICADS Project Alternative 10A, and are generally described
and depicted in Exhibit "A" attached hereto. The Parties to the Term Sheet shall exercise good
faith and mutual best efforts to promptly and efficiently agree upon changes or substitutions to
Alternative 10A that do not compromise the integrity ofthe project by (a) reducing production
quantities below those set forth in Alternative 10A, or (b) unreasonably increasing the price ofthe
desalter water, unless no Purchaser objects to the increase in price, and (c) the Purchasers assume
the full legal and financial responsibility associated with any changes or substitutions that are
directed by the Purchasers under this Teim Sheet.

4, Design, Finance and Construction. The design, finance and construction ofthe desalter facilities
shall be the primary responsibility of the Sellers as provided herein.

(a)  Chinol Expansion and Chino IT Desalter. WMWD, [BUA and OCWD, through PC No.
14, shall consult with and receive direction from JEG. Through JEG, Purchasers will
assume responsibility for directing PC No. 14 in all aspects of design, operations,
maintenance, management and control of Chino I, Chino I Expansion and Chino I1
Desalters.

(i) Any direction provided by JEG to PC No. 14 regarding finance, design, planning,
and construction ofthese Desalters shall control so long as JEG assumes full legal
and financial consequences associated with the direction it providesto PCNo. 14
under this Term Sheet.
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(i) PC No. 14 shall contract with JEG for contract management of design and
construction,

(m)  ThePurchasers and Sellers shall exercise best efforts to prudently and efficiently
limit the costs of construction to ensure that the facilities actually constructed are
funded to the maximum extent possible through the grant funds made available by
Proposition 13. PC No. 14 shall continue to manage the debt on the Desalters,
including the Metropolitan Water District ("MWD") incentives to exercise best
efforts to obtain a continuation of the incentives for the benefit ofthe Purchasers
and the State. The Sellers willrefinance the debt on Chino I to address the current
revenue deficits in a manner to provide for the lowest possible per unit cost of
water.

(b)  Arlington Desalter. WMWD and OCWD, through PC No. 9, shall finance and construct
the improvements to the Arlington Desalter. The Arlington Desalter will be physically
integrated with the Chino Desalters.

(¢)  Allocation of Funds. A grant of $56 million to be made availabie by Proposition 13 for
ICADS, and that has been earmarked by SAWPA for such purpose, will be allocated for
both the Ariington Desalter improvements and the Chino Desalters as follows, ifactually
required to complete construction of Alternative 10A:

(i} 77 percent of the actual project costs for the Chino 1 Expansion and Chino II
Desalter facilities and related improvements shall be paid from Proposition 13
grant funds, but in an amount not to exceed $48 million.

(i) 75 percent of the actual project costs for the Arlington Desalter and related
improvements shall be paid from Proposition 13 grant funds, but in an amount not
to exceed $8 million.

(d)  Additional Grant Funds. Additionalgrant funds ofup to $2 million shall be made available
and committed to the purpose of completing the Arlington bridge crossing and upgrades
to Alternative 10A to enhance the quantity of desalted water produced by the Arlington
Desalter. This funding shall be repaid from the following sources:

(i) Any ofthe Proposition 13 grant funds allocated to the ICADS Project that are not
necessary because actual ICADS project costs are less than projected.
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(i)  Other SAWPA projects receiving Proposition 13 grant funds to the extent
Proposition 13 grant funds are not necessary because the actual costs ofthe other
SAWPA projects are less than projected.

(1)  Other projects of WMWD, 1BUA, or OCWD that have or will receive
Proposition 13 grant funds, to the extent additional funding is secured for such
projects from sources other than Proposition 13.

(iv)  Apro-ratareduction fromother total Proposition 13 funding that was previously
designated for IEUA, WMWD and OCWD.

5. Operations Maintenance and Liability. Responsibility for the operations, maintenance and
liability of the desalter facilities shall be assigned as follows.

(a)  Chino I, Chino I Expansion and Chino II Desalters. Through JEG, the Purchasers are
1'cspons__ible for all aspects of design, operations, maintenance, management and controf of
Chino I, Chino I Expansion and Chino IT Desalters, including water sales, legal liability and
other matters (except as provided below in Section 7(c)) associated with these desalter
facilities, iirespective of whether such liability arises out of the design, construction,
operation, maintenance or control of such desaiter facilities.

(b)  Arlington Desalter. WMWD and OCWD through PC No. 9 are responsible for all
aspects of design, operations, maintenance, management and control of the Arlington
Desalter, including water sales, legal liability and other matters (except as provided below
inSection 5(c)) associated with the Arlington Desalter facilities, irrespective of whether
such liability arises out ofthe design, construction, operation, maintenance or control of
such desalter facilities. The desalted water shall be sold to JEG and the State at a price
no greater than the actual cost of service for the Arlington Desalter as provided in Section
6.

(c) Third-Party Claims.

(1) The Purchasers and Sellers shali jointly secure and maintain an insurance policy
against claims that may be submitted by persons other than the Purchasers and
Sellers (third parties) arising out ofthe groundwater production for the Chino I and
the Chino I Expansion. The Purchasers shall secure and maintain an insurance
policy against third-party claims arising out ofthe groundwater production fromthe
Chino IT Desalter. Personalinjury, workers' compensation or negligence actions
unrelated to groundwater production fromthe Chino I, Chino I Expansion and the
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(i)

(iii)

(iv)

Chino I1 Desalter facilities shall not be considered to be a third-party claim, The
costs ofthe insurance for the Chino I and the Chino I Expansion shall be divided
equally between the Sellers and the Purchasers and shall be maintained until formal
legal title to such facilities is transferred fromthe Sellers to JEG. The costs of
insurance for the Chino II Desalter shall be the sole responsibility of the
Purchasers.

PCNo. 14 shall warrant that it has or will settle all known claims arising fromthe
design, construction and operation of the Chino I Desalter, or assume full legal
responsibility for such claims, prior to the transfer of operation and maintenance
responsibility to JEG under the lease/purchase agreement.

In the event that third-party claims, as defined herein, are filed arising out of
activities related to the production of groundwater for the desalter operations and
there is insufficient insurance, the Parties to the Term Sheet shall have the same
responsibilities and liabilities that they may or may not have under general law.
This Term Sheet shall not be construed or relied upon by any party in asserting the
respective liability of another party to this TermSheet relative to any future third-
party claims.

The existing contractual rights and obligations of the Parties under existing
contracts regarding the inter-se allocation of hability for third-party claims and
insurance, whatever they may be, are not waived or altered.

6. Water Supply

(a)  Desalted Water Made Available by the Chino I, Chino I Expansion and Chino I

Desalters. The desalted water shall be made available to the Purchasers fromthe Chino
I, Chino I Expansion and Chino IT Desalters and shall be allocated among the Purchasers
and the State as generally described in Alternative 10A.

(i)

(i1)

SB 263219 v1: 008350,000}

If the Santa Ana River Water Company cannot receive its full entitlement to
desalted water as contemplated by Alternative 104, then JCSD and Ontario,
through JEG, shall abate their respective use to ensure that Santa Ana River Water
Company canreceive its full entitlement from JEG. However, JCSD and Ontario
shall only have this obligation if Santa Ana River Water Company’s demand is at
a "steady rate."

The price of all desalted water among the members of JEG shall be all-inclusive.



There shall be no separate or additional costs for wheeling or transportation, with
the price per acre-foot being established at each agency's designated point of
delivery.

(i)  The cost for the Chino I, Chino [ Expansion and the Chino II Desalters shall be
melded upon formation of the JEG so that the per unit cost of desalted water to
each Purchaser's designated point of delivery shall be the same.

(iv)  Firstpriority for the sale of desalted water shall be to the Purchasers through JEG
for their own municipal, industrial and domestic use. Second priority for the sale
of water surplus to the needs of the Purchasers through JEG set forth above, shall
beto the State and then to other entities in the complete discretion of JEG. The
Purchasers are prohibited fromre-marketing the desalted water for use by others
until the State has been offered and has declined the use of the surplus water.

(v)  Thequality of desalted water at the point of delivery for each Purchaser and the
State from JEG shall be at least as good as the quality specified in Alternative 10A
(25 ppm nitrates and 350 ppm total dissolved solids), unless the Purchasers
otherwise agree.

(b)  Desalted Water Made Available From Arlingtonto JEG. WMWD and OCWD will offer
to sefl the desalted water from Arlington surplus to the needs of Home Gardens, the City
of Norco, and the State for use on lands south of the River in an amount not to exceed
1,200 acre-feet per year in lieu ofthat portion of the deliveries to the City of Norco that
would be necessaryto serve the same purpose, to JEG. Inaddition, ifthere is still surplus
water, WMWD and OCWD will offer the surplus to the State for use on lands north of
the River and then to OCWD and thento JEG. The desalted water from Arlington made
available to JEG shall be allocated among the Purchasers as provided in this Term Sheet.
The desalted water shall be sold at a price equal to the cost of service for the Arlington
Desalter, no greater than the price of desalted water provided to the City of Norco subject
to any incremental adjustment associated with the transportation of the desalted water.

) The City of Norco shall exercise best efforts to take all of its deliveries of desalted
water fromthe Arlington Desalter. Subject to its exercise of best efforts torely
upon the Arlington Desalter to meet its demands, the City of Norco shall retain its
contractual rights to 1,000 acre-feet of water from Chino I to satisfy the City’s
remaining needs up to 620 gpm maximum.

()  The price of the desalted water sold to JEG and the State from the Arlington
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Desalter shall not exceed the price of water sold by PC No. 9 to the City of
Norco fromthe Arlington Desalter, plus any reasonable incremental adjustments
to account for variables such as delivery costs, if any.

Sale of Desalted Water From the Arlington Desalter to Other Entities. Any

desalted water produced by the Arlington Desalter, surplus to the water sold to Home
Gardens, the City of Norco, the State for use on lands south ofthe River in an amount not
greater than 1,200 acre-feet per year in lieu of deliveries to the City of Norco for the same
purpose, and the JEG, may be sold to the State for use on lands north or south of the
River, to OCWD, and then again offered to the JEG and finally to other entities.

Actions Upon Execution of the Term Sheet.

(a)

(b)

WMWD Recission of Conditional Resolution. Upon the execution ofthis Term Sheet by
all the Parties hereto, WMWD will rescind its prior Resolution expressing conditional
approval of the Peace Agreement and replace it with a Resolution that indicates its
unqualified support ofthe Peace Agreement, consistent with and as implemented by this
Term Sheet and the agreements to be executed pursuant hereto.

Joint Submittal re Satisfaction of Obligations, Responsibilities, and Liahilities under Section
VII of the Peace Apgreement.

(i) If Sellers perform the terms ofthis Term Sheet and any agreements executed in
furtherance hereof, then the Parties to this Term Sheet expressly acknowledge and
agree that such performance by Sellers shall discharge and satisfy the obligations,
responsibilities, and liabilities of Sellers under Article VII ofthe Peace Agreement,
with the exception of those provisions of Article VII regarding "Future Desalters,"
as defined inthe Peace Agreement. Sellers' performance, and the discharge and
satisfaction of Sellers' obhigations, responsibilities, and liabilities as provided in this
section, shall be deemed complete and binding evenif full performance by Sellers
is made impossible by an action of the Parties to this Term Sheet or any third

party.

(11) To effectuate this section, the Parties agree to submit a joint notification to the
Court that they intend that the construction and operation of the Chino I Expansion
and the Chino II Desalters described in Exhibit "A" satisfies WMWD's and
[EUA's obligation underthe Peace Agreement to design and construct desalters
with a cumulative mimimum capacity of 14 mgd. The Parties to this Term Sheet
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shall collectively request that the Court exercising continuing jurisdiction in the
Chino Basin Judgment issue an order in its case No. 51010, declaring that
performance of this Term Sheet and any agreements executed in furtherance
hereof, shall fully discharge and satisfy all obligations, responsibilities, and liabilities
of IEUA and WMWD under the Peace Agreement under Article VII of that
Agreement, with the exception of those provisions of Article VII regarding "Future
Desalters."

(i)  Uponexecution of final agreements for desalted water consistent with this Term
Sheet, the Parties will jointly notify the Court of completion and request a further
finding that the construction and operation of the desalter facilities described in
Exhibit "A," as provided in the contracts between the Parties, satisfies all the
obligations, responsibilities, and liabilities of all the Purchasers acting through JEG
under the Peace Agreement set forth in Article VII of the Peace Agreement
regarding the purchase, use and delivery of desalted water other than those
obligations, responsibilities and liabilities related to "Future Desalters.” Inaddition,
all other obligations of Purchasers acting through JEG underthe Peace Agreement
including, but not limited to, the requirement that desalters be operated in a manner
that will not cause material physical injury, shall be unaffected.

(© Good Faitb and Best Efforts. The Parties mutually covenant to exercise reasonable best
efforts and shall proceed in accordance with the covenant of good faith and fair dealing.
They shall proceed to transiate this Term Sheet into a contract that reduces all material
terms to writing within ninety (90) days from the date of execution of this Term Sheet.
OCWD, WMWD, and IEUA shall exercise best efforts in securing SAWPA's adoption
ofaResolution supporting this Term Sheet and an allocation of funds as provided herein.

(d) Warranty. IEUA, WMWD and OCWD warrant that they have the legal authority, as
individual public agencies, members of SAWPA and its PC No. 14 and PC No. 9, to
incur all of their obligations under this Term Sheet, and they agree that they willuse such
legal authority and additional best efforts to perform those obligations.

8. State of California.

(a)  Asofthedateofexecution ofthis Term Sheet, the State as a priority purchaser of desalted
water under the Peace Agreement has not identified any specific quantity of desalted water
that it can commit to purchase at this time.

(b)  The State may exercise some or all of the following options for water: (1) take service from
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the City of Chino under any terms that are mutually agreeable to the State and the City of
Chino; (2) take service fromthe City of Chino on the same terms and conditions generally
applicable to customers within its service territory, and (3) take service fromthe City of
Chino, through water supplied from the ICADS Project, subject to the following special
conditions applicable to service under this Section 8(b}{(3)}{i-viii) that:

(i) The amount of desalted water for such service is no more than 100 acre-feet per
year, plus any additional amount that is surplus to the then available quantity within
the capacity of the Chino I, Chino I Expansion and Chino II desalter facilities;

(i)  The surplus amount is not already sold to other purchasers;

(i)  Allother purchasers of desalted water from ICADS through JEG then having prior
contractual commitments to buy such water, will abate their production onapro-
rata basis for the initial 100 acre-feet of desalted water in order to accommodate
this new State service demand. However, no abatement will be necessary for the
sale of surplus desalted water, because it will not then be subject to any obligation
by JEG to sell it to others;

(iv)  The State will pay any and ail additional capital and operation and maintenance
costs necessary to connect to and receive service from the ICADS Project;

(v)  TheState will reimburse other purchasers for the proportionate share of capital
costs attributable to the amount ofthe State's ICADS desalted water, including
debt service, previously paid by the Purchasers for construction and preservation
ofthe ICADS production capacity with which to provide suchservice to the State;

(vi)  The State pays the same price for such water as other purchasers from the JEG
of ICADS desalted water from the Chino I, Chino I Expansion or Chino II
ICADS desalter facilities;

(viiy  Theservice will be limited to institutional or agricultural uses of the State itself, and

(viii) The State's right to surplus desalted water from the Chino 1, Chino 1 Expansion
and the Chino I ICADS desalter facilities shall have priority to the Purchaser's

rights to remarket desalted water for use by others.

(¢)  TheState may elect between either ofthe following two options to serve the State on its
lands south of the River with additional water: (1) as a customer of the City of Norco or
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(2) from the Arlington Desalter through PC No. 9.

(1) Water service provided by the City of Norco to the State shall be on terms and
conditions generally applicable to customers within its service territory or under
any terms that are mutually agreeable to the State and the City of Norco.

(ii)  If, after the exercise of good faith efforts, the State is unabie to reach an agreement
with the City of Norco on terms and conditions mutually agreeable to obtain
sufficient water to meet its needs, the State may elect to purchase desalted water
for use on land south of the River from PC No. 9, before JEG and before
OCWD, subject to the following terms and conditions:

(1)  The State must provide notice of its decision in writing and transmit its
request to PC No. 9 and the City of Norco within six (6) months fromthe
Date of Execution, The State's right to make this election shall expire if
not exercised within six (6) months from the Date of Execution. This
means that the State's right or priority to desalted water in an amount up
to 1,200 acre-feet fromthe Arlington Desalter for use on lands south of
the River, wherever such a right or priority is referenced in this Term
Sheet, will expire if not exercised within six (6) months following the Date
of Execution.

(2)  TheState's use of water from the Arlington Desalter shall be expressly
limited to its lands and facilities south of the River.

(3)  The State may request and receive up to 1,200 acre-feet per year from
the Arlington Desalter, provided that it agrees to purchase the quantity
requested under a long-term "take or pay" - "steady rate" arrangement.

(4)  TheState's priority to the 1,200 acre-feet per year of desalted water from
the Arlington Desalter shall be equal to the priorities held by the City of
Norco and Home Gardens, and the deliveries to the State for use on
landssouth of the River shall be in lieu of that portion of the deliveries of
desalted water designated for the City of Norco to serve the same
purpose.

(5)  The price of the desalted water shall be equal to the per acre-foot price
charged to the City of Norco by PC No. 9, plus any differential cost.
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(6)  The State shall pay any and all additional capital, operation and
maintenance costs necessary to connect and receive service from the
Arlington Desalter.

(d)  TheState shall have the optionto purchase desalted water from PC No. 9 for use on lands
north and south ofthe River if there is water surplus to the needs of Home Garden, the
City of Norco, the State for use on lands south of the River in a quantity not to exceed
1,200 acre-feet per year, and JEG.

(e)  Nothing herein shall be construed as placing any limitation on the State's rights:

(i)

(i)

(i)

(iv)

To request reimbursement fromthe Chino Basin Watérmaster for the reasonable
costs to be incuired in the design, construction and operation of future facilities that
further the implementation of the OBMP as provided in Article X of the
Watermaster Rules and Regulations or in the Peace Agreement;

To contend that desalter operations have or will cause material physical injury to
the State or the Chino Basin,

To pursue any legal remedy under the law to redress compensable injury to the
State arising out of the desalter operations; or

To exercise its rights under the Peace Agreement and the Rules and Regulations
other thanto the extent the Parties to the Peace Agreement have discharged their
respective obligations under this Term Sheet and the findings that are made
pursuant to Section 7 (b) above.

9, No Waiver of Judgment Rights. Nothing herein shall waive any rights of the Parties arising
under the Judgment entered in Chino Basin Municipal Water District v. City of Ching.

10.  TermsNot Exhaustive. The Parties mutually agree that the preceding terms represent essential

terms to be incorporated into a final lease agreement for the Chino Desalters and the final
agreements for the purchase and sale of desalted water. However, these terms are not intended
to be exhaustive. They do, however, represent a meeting of the minds as to the matters expressly

referenced.

11.  Condition Precedent to Performance. As an express condition precedent to the effectiveness
ofthe final agreements, the Commission of SAWPA must endorse this Term Sheet by the adoption
ofaresolution pursuant to which SAWPA agrees to (a) delegate all executive authority to PCNo.

SB 2639192 vi: 008350.0001
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14 and PC No. 9 to carry out the provisions of Project Agreements 14 and 9 and the
implementation of these projects under the Term Sheet, and (b} to complete in good faith all
processes necessary to allocate Proposition 13 bond proceeds in accordance with the provisions
ofthis Term Sheet. However, Section 7(a) through 7(d) of this Term Sheet shall be binding and
of full force and effect on all Parties to the Term Sheet on the Date of Execution.

12. Term Sheet Effective Upon Full Execution. This Term Sheet shall not be effective until
executed by all of the Parties to the Term Sheet and the endorsement by SAWPA as provided in
Section 9.

13.  Dateof Execution. The Date of Execution of this Term Sheet shall be the day upon which the
last of the Parties to the Term Sheet executes the Term Sheet.

8B 263219 vi: 008350.0001 13
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EXHIBIT A-2

INTEGRATED CHINO-ARLINGTON DESALTERS SYSTEM (ICADS)
PROQJECT ALTERNATIVE 10A FACILITIES

LD. No. Facility Description

| CHINO I DESALTER FACILITIES

1 VOC Trealment Facilities

2 VOC Treatment [note 1]

3 Treatment Plant Expansion Modifications

4 lon Exchange Facilities

5 Clearwell Pump Station Upgrade -
6 Pump Stations

7 Chino/Ontaric Pump Station

8 . City of Chino Hills Pump Station

9 Pipetines/Turnouts

.10 Chino | Raw Water Pipeline Extension
i1 Chino/Ontaric Parailel Pipeline

12 Chino/Ontario Potable Water Pipeline
13 Brine Disposal Line
14 ~.1Supply Wells for Trsatment Plant Expansion
15 : Well Construction and Equipment
i CHINO Il DESALTER FACILITIES

1 Treatment Plant

2 RO & lon Exchange Facilities

3 Clearwell

4 Pump Stations

5 Jurupa Pump Statian

5} Onlario Pump Station

7 Pipelines/TuUrnouls

8 Chino Il Raw Water Pineline

9 City of Ontario Connection
10 SARWC Tumout Pipefine
11 Brine Disposal Line

2 Supply Welis ' '
13 Weil Construction and Equipment’
il ARLINGTON DESALTER FACILITIES

1 Treatment Piant Modifications

2 Treatment Facility Modifications

3 Disinfection System

4 Pump Station

5 Clearwell

B . [Other Fagilities

7 Ariinglon Potahle Water Pipaline

8 Brina Disposat Line

Note 1: VQC Treatment Facilitics cos!s not included in ICADS project.



EXHIBIT A-3

INTEGRATED CHINO-ARLINGTON DESALTERS SYSTEM (ICADS)
PROJECT ALTERNATIVE 10A
WATER DELIVERIES FROWN CHINO | EXPANSION AND CHINO i
(ACRE-FEET PER YEAR)

PURCHASERS DELIVERIES (AFY)
City of Chino 5,000
City of Chino Hills 4,200
Jurupa Community Services District _ 8,200
City of Norco 1,000
City of Ontario 5,000
Santa Ana River Water Company{1) 1,200
Other ' 400
Total 25,000

(1)Deliveries from Chino 1 Expansion and/or Chino i







JOINT EXERCISE OF POWERS AGREEMENT
creating the
CHINO BASIN DESALTER AUTHORITY
(CGCDA”)

,.  This Joint Exercise of Powers Agreement (“Agreement”) is made and entered into as of the
E: day of S_epmt_, 2001, by and among the Jurupa Community Services District (*“TCSD”), the Santa
Ana River Water Company (“SARWC”), the cities of Chino, Chino Hills, Norco and Ontario and
the Inland Empire Utilities Agency (“IEUA™) (collectively the “Parties” and individually, a“Party”).

RECITALS

Al The Parties to this Agreement all have an interest in the successful management of
groundwater resources in the Chino Basin.

B. The Parties are subject to the Judgment entered in Chino Basin Municipal Water
District v. City of Chino (San Bernardino Case No. RCV 51010) that called for the
development of an Optimum Basin Management Program (“*OBMP™).

C. With the exception of the Santa Ana River Water Company, the Parties all executed
the Peace Agreement on or before Angust 1, 2000 to facilitate and enable the
implementation of the OBMP. The Santa Ana River Water Company, while not a
party to the Peace Agreement, did approve of the Peace Agreement through minute
order of its governing board.

D. Article VII of the Peace Agreement set forth various terms and conditions for the
construction and operation of Chino Basin desalters and a general template for the
purchase and sale of desalted water.

E. The Parties, “Purchasers” in that fully executed document entitled “Integrated Chino-
Arlington Desalters System Term Sheet” {“Term Sheet™) attached hereto and
mncorporated herein as Exhibit “A,” elected to discharge their respective rights and
obligations under Article VII of the Peace Agreement in accordance with the terms
and conditions set forth in such Term Sheet.

F. The Parties acknowledge that this Agreement to form a Joint Powers Authority is in

fulfillment of the Purchasers’ collective obligation to form a Joint Enterprise Group
(*JEG”) in accordance with Section 2(b)(vi) of the Term Sheet.
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G. The Parties have the power and authorization to design, finance, lease, purchase,
acquire, construct, operate, maintain, sell, hypothecate or otherwise dispose of the
Facilities for the purpose of the production, treatment and distribution of water to the
Purchasers as provided in the Term Sheet, and for the improvement of the degraded
water quality of the Chino Basin.

H. These powers can be exercised best through the cooperative action of the Parties
through a joint exercise of powers authority.

L Each of the Parties is anthorized to contract with each other for the joint exercise of
these common powers under Article I, Chapter 5, Division 7, Title I commencing
with Section 6500 of the Government Code of the State of California.

J. SARWC is a mutual water company authorized to enter into this Agreement by

Section 6525 of Article I, Chapter 5, Division 7, Title I of the Government Code of
the State of California.

COVENANTS

The Parties agree as follows:

H.
DEFINITIONS
1.1 For the purpose of this Agreement, the following words shall have the following
meanings:
(a)  “Apgrecment” means this joint exercise of powers agreement.
()  “Chino Basin Desalter Authority” or “CDA™ means the joint exercise of powers
authority created by this Agreement and referred to in the Term Sheet as the Joint
Enterprise Group or JEG.

{c) “Facilities” means those facilities described in section 7.1 herein.

(d)  “Fiscal Year” means July 1 through June 30 or such other period as the Board of
Directors shall determine.

AN ]
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(e)
®

(g)
()

“Member” means each of the Parties that become a signatory to this Agreement.

“QOriginal Members” means JCSD, the SAWRC, the cities of Chino, Chino Hills,
Norco and Ontario, and, the ex-officio Member, the Inland Empire Utilities Agency.

“Purchasers” means purchasers under the Term Sheet.

“Term Sheet” means the Integrated Chino-Arlington Desalters System Term Sheet
previously executed by all of the Original Members, and effective as of Tuly 1, 2001.

1.2 Rules of Construction

(8)

(b)
(c)

(d)

(c)

Unless the context clearly requires otherwise:

(1) The plural and singular forms include the other;

(i)  “Shall,” “will,” “must,” and “agrees” are each mandatory;
(iil)  “may” is permissive;

(iv)  “or” is not exclusive;

(v)  “includes” and “including” are not limiting; and

(vi)  “between” includes the ends of the identified range.

The masculine gender shall include the feminine and neuter genders and vice versa.
Reference to any agreement, document, instrument, or report means such agreement,
document, instrument or report as amended or modified and in effect from time to
time in accordance with the terms thereof and, if applicable, the terms hereof.

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.

This Agreement shall be construed consistent with the Term Sheet. In the event of
conflict between this Agreement and the Term Sheet, the Term Sheet shall confrol.

B

ORGANIZATION

21  CBDA Created, There hereby is created a public entity separate from its Members, to be

known as the “Chino Basin Desalter Authority” (“CDA™). The CDA is formed by this
Agreement pursuant to the provisions of Article I, Chapter 5, Division 7, Title | commencing
with Section 6500, of the Government Code of the State of California.
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2.2

2.3

2.4

2.5

2.6

Membership. The Members of the CDA shall be the original Parties to this Agreement,
including TEUA as an ex-officio Member, and such other entities which execuie an
Amendment to this Agreement and each Amendment thereto, and which have not withdrawn
from the CDA pursuant to the provisions of Article IX hereof. Notwithstanding any other
provision of this Agreement SARWC shall have an independent unilateral right to withdraw
from this Agreement without incurring any liability of the Members, Parties, or CDA.
SARWC must exercise this right by wntten notice delivered to all other Members no later
than thirty (30) days afier execution by all necessary parties of the last of the following
agreements: (1) an agreement with SAWPA in accordance with Section 2(b)(i) of the Term
Sheet; (ii) all transportation agreements as referenced in Section 12.1(a) of this Agreement;
(1ii) all operations and management agreements as referenced in Section 12.1(b) of this
Agreement; and (iv).all water purchase agreements between the CDA and each of its voting
Members. Upon exercise of this option to withdraw, SARWC shall purchase water from the
CDA in the amount specified by Section 5.1(b) hereof, and in accordance with the Term
Sheet, without being a Member of the CDA. The voting rights of the remaining Members
shall be adjusted accordingly. If SARWC does not exercise this right, then it may withdraw
from the CDA only in accordance with Section 9.1 hereof.

Names. The names, particular capacities, and addresses of the Members shall be as set forth
in this Agreement and in any Amendment hereof.

Board of Directors., The CDA shall be governed by a Board of Directors (“Board™)
comprised of one representative from each Member of the CDA. Therepresentative of IEUA,
however, shall serve as the representative of an ex-officio Member only.

Selection of Directors. Within thirty (30) days after the execution of this Agreement by all
of the Original Members, each Member shall designate and appoint, by resolution of its
govermning body, a representative to serve as a Director on the Board. Each Member also
shall appoint an alternate Director to serve in the absence of the regular Director, to assume
all rights and duties of the absent Director. At least one of either the Director or the alternate
Director shall have technical expertise relevant to the operations and maintenance of the
desalter facilities as determined by each Member. Each Member shall give written notice
to the CDA of the names of its Director and alternate Director. Each Director and alternate
Director shall hold office from the first meeting of the Board afier the appointment of the
Director or alternate Director until a successor is selected and qualified. Directors and
alternate Directors shall serve at the pleasure of the governing body of their appointing
Members and may be removed at any time, with or without cause, at the sole discretion of
such governing body.

Stipend. The CDA shall pay a stipend to the Members of the Board, including its ex-officio
Member, in the amount of $150.00 per meeting for a maximum of four meetings per year.
In addition, a Director or alternate Director shall be reimbursed for reasonable expenses
incurred in the conduct of the business of the CDA.
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2.7

2.8

2.8

2,10

Voting, Unless otherwise provided herein, each Member, other than its ex-officio Member,
shall be entitled to vote. A voting Member’s vote shall be weighted according to the reiative
proportion that each Member’s then existing firm commitment to purchase water bears to the
total quantity of water then available for purchase from the CDA by all of its Members. The
initial weighting of votes shall be as provided in Exhibit “A-3" to the Term: Sheet and as
more fully set forth immediately below. However, IEUA, as an ex-officio Member, shall be
entitled to full access to all information provided to the Board, and entitled to full
participation in deliberation of matters before the Board, but shall not be entitled to vote.

Entity Acre-Feet Weighted Vote

a. ICSD 8,200 afy 33.33%

b. Chino 5,000 afy 20.33%

c. Ontario 5,000 afy 20.33%

d. Chino Hills 4,200 afy 17.07%

€. SARWC 1,200 afy 4.88%

f. Norco 1.000 afy 4.07%
Totals: 24,600 afy 100%

Principal Office. The principal office of the CDA shall be established by resolution of the
Board.

Meetings. The Board shall meet at the CDA principal office or such other place designated
by the Board. The time and place of regular meetings of the Board shall be determined by
resolution adopted by the Board, with a copy of such resolution fumnished to each Member,
Regular meetings of the Board shall occur once every quarter, and the first meeting of the
fiscal year shall occur within thirty (30) days of the beginning of the fiscal year. In addition
to its four regular meetings, the Board may hold special meetings upon the written request
of at least two-thirds (2/3) of the voting power of the Board. All meetings of the Board shall
be adjourned, sine die or to a time and place certain, by a majority vote of the voting power
present at the meeting,

Quorum. For the purposes of transacting the business of the Board, a quorum shall consist
of two-thirds (2/3) of the voting power of the Board.
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2.11 Officers. There shall be selected from the membership of the Board, a Chairperson and a
Vice-Chairperson. The Board shall also appoint a Secretary who may be a Director. The
Treasurer shall be the Treasurer of IEUA who shall serve in the combined office of Treasurer
and Auditor.

(2)

)

©

()

(e)

B3
H

ek
i

Treasurer. The Treasurer shall be the depositary and have custody of all money of
the CDA from whatever source, and shall draw all warrants and pay demands against
the CDA as approved by the Board. The Treasurer shall function as the combined
offices of Treasurer and Auditor pursuant to Government Code § 6505.6.

Additional Officers. The Board shall have the power to appoint such additional
officers as it deems necessary.

[erms. The Chairperson, Vice-Chairperson, and Secretary shall hold office for a
period of one vear commencing January 1* of each fiscal year; provided, however,
the first Chairperson, Vice-Chairperson and Secretary appointed shall hold office
from the date of appointment to December 31 of the ensuing fiscal year.

Qualifications. Any officer, employee or agent of the Board also may be an officer,
employee or agent of any of the Members., The public officer or officers or persons
who have charge of, handle, or have any access to any money or property of the CDA
shall be bonded, and the amount of their bond shall be designated and fixed in the
budget for each fiscal year pursuant to Government Code § 6505.1. The Treasurer
may be changed only by a two-thirds (2/3) vote of the Members, and only then 1if
IEUA is not acting as a financial representative of the CDA for securing loans,
grants, cornmercial paper or other funding for the benefit of the CDA.

Privileges. Liability and Immunity. All of the privileges and immunities from
liability, exemption from laws, ordinances and rules, all pension, relief, disability,
worlimen’s compensation and other benefits which apply to the activities of officers,
agents, or employees of any of the Members when performing their respective
functions shall apply to the same degree and extent while such individuals are
engaged in the performance of any of the functions and other duties under this
Agreement. None of the officers, agents, or employees appointed by the Board shall
be deemed by reason of their employment by the Board to be employed by any of the
Members or subject to any of the requirements of such Members.

Staff. CDA shall have no full time staff. The Member who appoints the Director who serves

as the Chairperson of the Board shall provide administrative staff support as needed by the
CDA. The cost of this administrative staff time shall be borne by the Member who appoints
the Director who serves as Chairperson.

SB 269918 v1: 008350.0001 6



2.13 Minutes. The Secretary of the Board shall cause minutes of all meetings of the Board to be
kept, and shall cause a copy of such minutes to be forwarded to each Director and alternate
Director.

2.14 Rules. The Board may adopt from time to time such rules and regulations for the conduct
of its affairs as it may deem necessary.

IIL.

PURPOSE AND POWERS

3.1  Purpose. Each Member has in common the power to study, plan, develop, finance, acquire,
lease, design, construct, maintain, repair, manage, operate, control and dispose of the
Facilities, either alone or in cooperation with other public or private entities, as provided in
the Term Sheet and to purchase water from facilities owned and operated by other entities.
The purpose of this Agreement is to jointly exercise some or all of the foregoing common
powers, as appropriate, and for the exercise of such additional powers as may be authorized
by law in the manmner herein set forth, in order to effectuate the purposes of the Term Sheet.
Nothing contained in this Agreement shall obligate any Member to participate in projects
other than with regard to the Facilities that may be undertaken by any other Member.

3.2  Powers and Responsibilities. All ofthe power and authority of the CDA shall be exercised

by the Board. On an annual basts, at its first meeting of each fiscal year, the Board shall:

(a)

(b)

()
(d)
(e)

Adopt an Operating Plan for the Facilities and direct IEUA and JCSD to implement
that plan in accordance with the terms and conditions of the contracts between CDA
and TEUA and JCSD for operation and maintenance of the Facilities, entered into
pursuant to Section 3.3 hereof;

Adopt a Capital Facilities Plan that generally will describe the operations of the
Facilities and any alterations to the Facilities, including construction, lease, purchase
acquisition, or divestiture of capital improvements in a manner consistent with the
Term Sheet and this Agreement;

Adopt a budget for the CDA for the ensuing fiscal year;

Set the rate at which CDA will sell water; and

Ensure that the Facilities are operated in such a manner that the minimwm quantity
and quality requirements for desalted water specified in the Term Sheet are satisfied.
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3.3

34

3.5

3.6

4.1

4.2

Operations. Operations and management of the Facilities will be provided by IEUA and
JCSD under contracts with the CDA, execution of both of which shall be an express
condition subsequent to this Agreement as provided in Section 12.1(b) hereof. Under such
operation and management contracts, IEUA shall be responsible for operation and
management of the Chino I Desalter and Chino I Expansion, and JCSD shall be responsible
for operation and management of the Chino I Desalter. TEUA and JCSD shall report to the
Board as provided in the contracts, and as is otherwise prudent under the circumstances.
However, in the event of termination, breach or other failure of performance of such
contracts, CDA, in its sole discretion may secure substitute operation and management
service on terms and conditions acceptable to the Board,

ICADS Term Sheet. The CDA shall have the power generally to exercise all nghts and
obligations of the JEG described in the Term Sheet.

Manner of Exercising Powers. In exercising the foregoing powers, the CDA is subject to
the restrictions upon the manner of exercising the powers of the City of Ontario.

Consultants. The Board shall have the authority and discretion to hire consultants
determined by it to be needed by the CDA. If the Board determines that the CDA needs
legal counsel, it shall hire legal counsel that does not represent any Member, or the Chino
Basin Watermaster, or any other entity that purchases water from the CDA,, unless all
Members waive conflicts and consent to representation by such counsel.

Iv.
FINANCING
Recovery of Costs. The CDA shall recover all of its costs, including but not limited to
capital, operation, maintenance and administrative expenses of any kind, through contracts

for the delivery of minimum quantities of desalted water to the Members and through the
contracts for sale of water to others as provided in the Term Sheet,

Purchase of Water. Each of the Parties to this Agreement agrees to execute contracts to

purchase the quantities of desalted water from the CDA as provided in Sections 5.1(a) and
(b) hereof.
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4.3

4.4

4.5

4.6

3.1

Price of Desalted Water. The price of desalted water delivered from the Facilities shall be
a uniform per acre-foot amount for all Purchasers, and shall be set to recover all fixed and
variable costs incurred by the CDA. However, there shall be no separate or additional costs
for wheeling or transportation of water made available by CDA to each Purchaser’s
designated point of delivery. The price of desalted water to entities which are not Purchasers
and which have not become Members of the CDA shall be determined in the sole discretion
of the Board.

Excess Revenue. Any excess revenue collected from the sale of water by the CDA shall be
applied to reduce the cost of water in the following year on a pro-rated basis according to the
then existing relative quantity commitments to purchase water from the CDA. In the
altermative, a Purchaser may elect to receive its share of excess revenue in the form of an
immediate rebate. Proceeds from the divestment of Facilities shall not be considered in the
caleulation of excess revenue.

Revenue Deficit. If insufficient revenue is collected from the sale of water by the CDA to
satisfy all costs of the CDA described in Section 4.3 hereof, then such deficiency will be
assessed by the CDA against all Purchasers on a pro-rated basis according to the relative
quantity commitments to purchase water from the CDA for the preceding fiscal year in which
such deficit was incurred. The CDA also may set the price of water sold to entities which
are not Purchasers and which have not become Members of the CDA at a level which will
ameliorate revenue deficiencies.

Budget Reserves. The Board shall determine on an annual basis, prior to the beginning of
the fiscal year, a level of reasonable cash reserves to be accumulated by the CDA. This
reserve shall be accumulated from revenues collected in excess of all actual costs of the
CDA. Once the targeted reserve level is reached, all additional revenues collected in excess
of the actual costs of the CDA shall be considered excess revenue, and dispersed according
to Section 4.4 above.

V.

QUANTITY AND QUALITY

Quantities of Water,

(a) Minimum OQuantity. CDA shall produce a minimum of 24,600 acre-feet of desalted
water per year.
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5.2

(b)  Minimum Quantity Commitments. The Members shall purchase the minimum
quantity of desalted water provided in the Term Sheet and as set forth below during
each fiscal year, at the price provided by Section 4.3 hereof, without regard to
whether they actually take delivery of such water.

(1) JCSD: 8,200 acre-feet per year (“afy”)
(2) Ontario: 5,000 afy
€)) Chino: 5,000 afy
(4 Chino Hills: 4,200 afy
(5) SARWC: 1,200 afy
(6) Norco 1,000 afy
Total: 24,600 afy

(c) Surplug Water. CDA shall make any water available from the Facilities in excess
of the amounts described in Section 5.1(b) above or otherwise subject to a
contract to sell by the CDA, as provided in the Term Sheet.

Abatement:

(a)  Reduction as a Result of Equipment Fajlure or Force Majeure. Except as provided
in Section 5.2(c) hereof, if there is insufficient water available from the CDA
Facilities to satisfy all contractual entitlements of the Members, then the amount of
water delivered will be abated in an amount proportional to the amount that Member
contracts-for from the CDA relative to the amount then contracted-for by the other
Members.

{b)  Reduction as a Result of Request by State of California. In the event the State of

California elects to request the firm delivery of desalted water from the CDA in an
amount no greater than 100 acre-feet per year in accordance with the provisions of
Section 8(b)(i) of the Term Sheet, but cannot receive its full requested delivery
amount, eacli Member shall abate its delivery in proportion to the amount of desalted
water that Member contracts-for from the CDA relative to the amount then
contracted-for by the other Members, if necessary.
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6.1

6.2

7.1

(c) SARWC Request, Ifthe SARWC cannot receiveits full allocation 0f 1,200 acre-feet
of water as provided in the Term Sheet, then JCSD and Ontario shall abate their
respective deliveries of desalted water on a pro-rata basis to ensure that SARWC can
receive its full allocation from CDA. However, JCSD and Ontario shall only have
this obligation if SARWC’s demand is constant or at a “steady-rate” of 744 gpm.

Quality: The quality of desalted water at the point of delivery for each purchaser under the
Term Sheet shall meet the minimum standards of not more than 25 ppm for nitrates and not
more than 350 ppm for total dissolved solids, unless an individual purchaser waives such
requirements at its point of delivery.

VI,

ACCOUNTING

Accounting Procedures. Full books and accounts shall be maintained for the CDA in
accordance with practices established by, or consistent with, those utilized by the Controller
of the State of California for like public entities. In particular, the Treasurer shall comply
strictly with requirements for the statute goveming joint powers agencies, Chapter 5,
Division 7, Title 1 of the Government Code.

Audit. On an annual fiscal year basis, the Board shall contract with an independent certified
public accountant to perform a financial audit of the accounts and records of the CDA.
Copies of such audit reports shall be filed with the State Controller and each Member within
six months of the end of the audited fiscal year.

VIIL

FACILITIES

Description of Facilities. The Facilities are those generally described as ICADS Project
Alternative 10A, depicted in Exhibit “A-2" to the Term Sheet, with the exception of the
Arlington Desalter, and also including proper substitutions, modifications and additions. The
Facilities may also include those facilities described in Appendix I to this Agreement. The
Parties to this Agreement shall exercise good faith and mutual best efforts to promptly and
efficiently agree upon changes or substitutions to the Facilities that do not compromise the
purposes of the CDA by (a) reducing production quantities below those set forth in Section
5.1 herein or (b) unreasonably increasing the price of the desalted water, unless no Member
objects to the price and (c) the Members of CDA assume the full legal and financial
responsibility associated with any changes or substitutions.
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7.2

7.3

7.4

7.5

8.1

Ownership of Facilities. All Facilities constructed or acquired by the CDA shall be held
in the name of the CDA for the benefit of its Members in accordance with the terms of this
Agreement and the Term Sheet.

Acquisition, Construction and Improvement of Facilities. Consistent with Section 7.1
hereof, the Facilities may be acquired, constructed, changed, substituted and improved by
the CDA by a majority vote of the Board for the commion benefit of the Members. CDA
may also acquire, construct or improve Facilities (“improvements”) for the benefit of less
than all Members, so long as it allocates the cost of such improvements on the basis of
benefits received.

Divestment of Facilities. The CDA may sell or otherwise dispose of Facilities by a two-
thirds (2/3) approval vote of the Board. However, divestment may only occur if the CDA
receives Fair Market Value for the Facilities. Also, no sale, lease, encumbrance or other
divestment of a CDA Facility shall occur if it will cause financial harm to a Member or if
the divestment adversely impacts the ability of CDA to meet the quantity and quality

. comumitments set forth in Section 5.3, and any adversely affected Member objects to the

divestment. The Board shall determine how to utilize the proceeds of the divestment
according to the provisions of this Agreement. However, any disbursement of proceeds
from the divestment of Facilities shall be made to Members on a pro-rata basis according
to their then relative quantity commitments to purchase water from the CDA.

Right of First Refusal of Members. Each Member shall possess a right of first refusal
to acquire Facilities that are to be divested by the CDA. In the event that two or more
Members of the CDA wish to exercise the right of first refusal with regard to any portion
of the Facilities, the entity in whose service area the Facility is located shall have a
priority right to exercise that right. 1f the Facility is not located in the service area of any
of the entities who wish to exercise the right, then the Board will determine which
Member shall be entitled to acquire the Facility, and the terms and conditions of such
acquisition, by majority vote.

VH]ID

LIABILITY

Liabilities. The debts, liabilities and obligations of the CDA shall be the debts, liabilities
or obligations of the CDA alone and not of the Members, including ex officio Members.
However, a Member separately may contract for, or otherwise assume responsibility for
specific debts, liabilities, or obligations of the CDA, and no other Member then shall be
liable therefore.
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IX.

ADDITION AND WITHDRAWAIL OF MEMEERS

9.1  Voluntary Withdrawal. Except as provided in Section 2.2 hereof with regard to SARWC,
any Member may withdraw from the CDA at any time upon giving each of the other
Members written notice 180 days prior to the end of the fiscal year; provided, however, any
withdrawing Member shall be obligated for all liabilities and expenses of the CDA and its
interim pre-formation representative, JCSD, incurred prior to withdrawal, including any
commitments to purchase water from the CDA and any other diminution of revenue caused
by such withdrawal, unless those obligations are assigned and assumed.

9.2  Assignment. AMembermay assignits rights under this Agreement subject to the following
conditions.

a. Assignments to Members. A Member may assign its right to another Member upon
approval by majority vote of the Board, which approval shall not be unreasonably
withheld.

b. Assignments to Non-Members. A Member may assign its rights and obligations
under this Apreement to entities other than a Member upon prior approval by
majority vote of the Board, which approval shall not be unreasonably withheld.
However, the CDA and each individual Member shall have a right of first refusal to
assume the assigning Member’s rights and obligations under the same terms and
conditions negotiated by the assigning Member.

(1) As between CDA and any Member, CDA shall have first priority right to
exercise the right of first refusal. If the CDA declines to exercise this right,
then any individual Member may exercise this right.

(i)  In the event that two or more Members wish to exercise this right of first
refusal then the Board will determine which Member shall be entitled to
exercise this right by a majority vote of the Board.

(ii1)  The Member proposing the assignment shall not be permitted to vote on the
question of the approval of the assignment, but may vote on the question of

who shall be entitled to exercise the right of first refusal,

(tv)  The voting rights of the assignee under this Agreement shall be determined
in the sole discretion of CDA as provided in Section 9.4.
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9.3

9.4

10.1

10.2

10.3

104

Condemnation or Purchase — Voting, Where the withdrawal of a Member is the result of
condemnation or purchase of that Member by another Member of the CDA, the Board
representation of the withdrawing Member shall be eliminated and the other Member shall
still have only one representative on the Board, but that representative then shall have the
weighted voting rights of the withdrawing Member, and shall assume all financial
commitments of the withdrawing Member including any commitments to purchase water
from the CDA.

Admission of New Members. Additional entities may become Members of the CDA upon
such terms and conditions as may be provided by the Board with the consent of two-thirds
(2/3rds) vote of the Board, and evidenced by the execution of a written Amendment to this
Agreement by all Members, including the additional Member. The addition of new Members
shall not affect any other rights of existing Members without the consent of all affected
Members.

X.
DISSOLUTION

Term. The CDA shall continue in existence until dissolved in accordance with the terms of
this Article X.

Dissolution., The CD A shall not be dissolved until all debts and liabilities of the CDA have
been eliminated.

Dissolution Vote. Subject to Section 10.2 above and the rights and obligations set forth in
the Term Sheet, the CDA may be dissolved by a two-thirds (2/3) affirmative vote of the
Board, or by the failure of a condition subsequent.

Disposition of Property Upon Dissofution. Upon dissolution of the CDA, any surplus
funds on hand shall be returned to the then Members in proportion to the contributions made
which proportion shall be defined as the then existing relative quantity commitments to
purchase water from the CDA, plus the refwrn of any property contributed by a Member to
the CDA for use as part of the Facilities without payment by the CDA to that Member for
such use. Upon an affirmative vote to dissolve in accordance with Section 10.3 above, the
Board shall offer any Facilities, rights and interests of the CDA for sale to the Members at
not less than Fair Market Value. In the event that two or more Members of the CDA wish to
purchase any portion of the Facilities, the entity in whose service area the Facility is located
shall have a priority right to purchase the Facilities. If the Facility is not located in the service
area of any of the entities who wish to purchase it, then the Board will determine who shall
be entitled to acquire the Facility by majority vote. If no such sale is consummated within a
reasonable period of time, the Board shall then offer such Facilities, rights and interests for
sale to any other third party for good and adequate consideration which shall not be less than
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11.1

13.2

11.3

11.4

11.5

11.6

123

Fair Market Value. The net proceeds from any sale shall be distributed among the then
Members in proportion to the contnibutions made which proportion shall be defined as the
then existing relative quantity commitments to purchase water fromn the CDA. The Members
shall arrange for the salvage of any remaining Facilities.

X1

MISCELLANEQUS

Amepndments. This Agreement may be amended upon written approval of any Amendment
by all Members. The approval by a Member of an Amendment to this Agreement shall not
be effective until a certified copy of the resolution of the governing body of such Member
is filed with the Secretary of the CDA, together with a fully executed original of such
amendment.

Notice. Any notice required to be given or delivered hereunder shall be delivered via the
United States Postal Service.

Choice of Law. This Agreement shall be govemed by the laws of the State of California.

Severability, If one or more clauses, sentences, paragraphs or provisions of this Agreement
shall be held to be unlawful, invalid or unenforceable, it is hereby agreed by the Members
that the remainder of the Agreement shall not be affected thereby.

Initial Notice. Within thirty (30) days of the effective date of this Agreement, the CDA shall
cause a notice of the Agreement to be prepared in the manner set forth in Section 6503.5 of
the Government Code and filed with the Office of the Secretary of State.

Additional Notices. Within thirty (30) days of the effective date of any amendment to this
Agreement the CDA shall prepare and file with the Office of the Secretary of State the notice
required by Section 6503.5 of the Govemnment Code.
X1
EXPRESS CONDITIONS SUBSEQUENT

Mutuail Agresments. This Agreement is subject to satisfaction of the following two express
conditions subsequent within ninety (90) days after execution of this Agreement:
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(a) Transportation Agreements, The CDA shall execute an agreement with each of its
Members that set forth the terms and conditions for transportation of water from the
CDA to each of the Members which 1s acceptable to all Members. Any such
agreement shall require the return of any property contributed by a Member to the
CDA for use as part of the Facilities without payment by the CDA to that Member
for such use.

(b) Operations and Management Apreements. The CDA shall execute an agreement
with TEUA for the operation and management of the Chino I Desalter and the Chino
1 Expansion, and with JCSD for the operation and management of the Chino I
Desalter which is acceptable to all Members.

12.2 Failure of Condition Subsequent, CDA shall dissolve forthwith in accordance with the
provisions of Article X above, unless the conditions subsequent set forth in Section 12.1
above are satisfied within 90 days of the execution of this Agreement, or unless the
conditions subsequent are waived by all Parties.
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APPENDIX I

LIST OF INITIAL EXISTING CHINO I FACILITIES

Wells

Well 1 15000 Euclid Avenue 75 HP 600 GPM
Weli 2 15200 Euclid Avenue 40 HP 300 GPM
Well 3 15300 Euclid Avenue 75 HP 600 GPM
Well 4 7600 Kimball Avenue 40 HP 600 GPM
Well 5 8500 Kimball Avenue 125 HP 1,200 GPM
Well B 8600 Kimball Avenue 125 HP 1,200 GPM
Well 7 8650 Kimball Avenue 125 HP 1,200 GPM
Well 8 15250 Walker Avenue 100 HP 900 GPM
Well 9 8700 Remington Sireet 100 HP 1,200 GPM
Well 10 8800 Remington Street 100 HP 1,200 GPM
Well 11 9300 Remington Street 125 HP 1,200 GPM

Treatment Facility

9.3 MGD (9,200 AFY) treatment facility Located 8905 Kimball Avenue. Treatment process includes
pretreatment, filtration, RO, disinfection and blending.

Offsite Facilities

Jurupa/Norco’s Product \Waterline

Approximately 62,000 LF of waterline fraversing from the Chino 1 facility to Jurupa's point of connection
on 56" Street.

{of this 62,000 LF, 14,000 LF of 30" is located in San Bernardino County and 48,000 LF of 24" and 30" is
in Riverside County) {Jurupa paid to upsize the pipeline from 24" to 30" from the County line to Wineviile
Avenue and therefore owns the capacity difference between the 24" and 30" on this section)

Jurupa’s Reservair

5 MG steel reservoir constructed on Jurupa's property located at Indian Palms Drive and Star View
Drive.

City of Chino's Product Wateriine

Approximately 23,500 LF of 16” waterline traversing from the Chino 1| treaiment facility to reservoir site
on Schaefer Avenue.

City of Chino’s Reservolr

3 MG steet reservoir constructed on the City of Chino's properiy located on Schaefer Avenue
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City of Chino’s Pump Station

Facility consists of (3) 2,450 GPM pumps and appurtenances located at the City of Chino's Reservoir
site.

City of Chinao Hilis Product Waterline

16" waterline traversing from the Chino 1 treatment facility to a point of connection at the intersection of
Kimball Avenue and Ei Prado Road,
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JURUPA COMMUNITY SERVICES DISTRICT
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CITY OF CHINO
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Mayor Pro Tem
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City Clerk
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CITY OF CHINO HILLS

DATED: /0 -25-01 By: Wm

Mayor
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Approved as to Form
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CITY OF NORCO
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Mayor
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SANTA ANA RIVER WATER COMPANY

DATED: august 15, 2001

DATED: august 15, 2001

Sl B A S S!. ﬂl/_}( £y

Approved as to Form

Michele A. Staples Esqg.
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INLAND EMPIRE UTILITIES AGENCY
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SB 269918 v1: 008150.0001

President

BY-‘M%W
J

e
Attested: Z?&M ﬂ/gw,/ﬁww

Secretary

fiokrpamiveit e

The undersgnad certiites that s (s & true ]
icopy as on fila in the parmanent regorcis

iof the Agency. This stamp n"u_?t b in

{purphs ink to conaiius a cartiffad copy.

- e L vy *
Hnland Sl Uiiites Agancy }
L5 A Raaragiged igar Chalde
Mot







AMENDMENT NO. 1
TO THE JOINT EXERCISE OF POWERS AGREEMENT
CREATING THE CHINO BASIN DESALTER AUTHORITY

This Amendment No. } (*Amendment”) to the Joint Exercise of Powers Agreement creating
the Chino Basin Desalter Authority is made and entered into as of December ___, 2001, by and
among the Jurupa Community Services District (“JCSD™), the Santa Ana River Water Company
{*SARWC"), the cities of Chino, Chino Hills, Norco and Ontario and the Inland Empire Utilities
Agency ("IEUA™) (collectively the “Parties” and individually, a “Party™).

RECITALS

A, The Parties have previously entered into the Joint Exercise of Powers Agreement
creating the Chino Basin Desalter Authority (the “Agreement™).

B. The parties desire to amend the Agreement to increase the time during which certain
conditions subsequent can be fulfilled.

NOW THEREFORE, THE PARTIES MUTUALLY AGREE AS FOLLOWS:

1. Incomoration Bv Reference. This amendment hereby incorporates by reference all
terms and conditions set forth in the Agreement, unless specifically modified by this Amendment.
All terms and conditions set forth in the Agreement which are not specificaliy modified by this
Amendment shall remain in full force and effect.

2, Terms of Amendment.

Al Section 12.2 of the Apreement is hereby amended to read as follows:

“CDA shall dissolve forthwith in accordance with the provisions of Article X above,
unless the conditions subsequent set forth in Section 12.1 above are satisfied within 180 days
of the execution of this Agreement, or unless the conditions subsequent are waived by all
Parties.”
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Stradling Yocca Carlson & Rauth
Draft as of 1/15/02

FACILITIES ACQUISITION AGREEMENT

THIS FACILITIES ACQUISITION AGREEMENT (“Agreement™) is dated as of January 15,
2002, (the “Effective Date™) by and between SANTA ANA WATERSHED PROJECT
AUTHORITY, a joint exercise of powers agency (“Seller’”), acting [at the divection] {on behalfl of
ect Commit 14, and the CHINO BASIN DESALTER AUTHORITY, a joint exercise of
powers agency {“Buyer”). The Seller and Buyer are each sometimes referred to herein as a “Party”
and collectively referred to as the “Parties.”

IN CONSIDERATION of the respective agreements hereinafter set forth, Seller and Buyer
agree as follows: '

1. Property Included in Sale. Seller llé_rcby agrees to sell and convey to Buyer, and
Buyer hereby agrees to purchase from Seller, subject to the terms and conditions set forth herein, the
foliowing:

(a) 7 parcels of real property, located in the City of Chino, County of San
Bernardino, State of California and being more particularly described in Exhibit A-1 attached hereto
and the leasehold interests more particularly described in Exhibit A-2 attached hereto (collectively,
the “Real Property”);

(b) all rights, privileges and easements appurtenant to the Real Property
(collectively, the “Appurtenances™),

(c) all of Seller’s right, title and interest in and to all improvements and fixtures
located on the Real Property, including, without limitation, the desalting facility commonly referred
to as the Chino 1 Desalter, as well as all other buiidings and structures presently located on the Real
Property, all apparatus, equipment and appliances used in connection with the operation or
occupancy of the Real Property, such as heating and air conditioning systems and facilities used to
provide any utility, refrigeration, ventilation, or other services on the Real Property, and along with
all on-site parking (collectively, the “Improvements’);

(d) all personal property owned by Seller related to the Real Property including
those items described in Exhibit B attached hereto (the “Personal Property™); and

{e) all existing pipelines, weils, pumping facilities and related facilities necessary
for the operation of the Improvements, including all easements, encroachment permits and similar
interests in property, as described in Exhibit C attached hereto (the “Off Site Property™).

H) any intangible personal property now or hereafter owned by Seller and used
in the ownership, use or operation of the Real Property, Improvements and Personal Property, and, 1o
the extent approved by Buyer pursuant to this Agreement, any contract rights, utility contracts,
membrane warranties or other agreements or rights relating to the ownership, use and operation of
the Real Property, as defined below, and all warranties of various contractors, subcontractors and
consultants described in Exhibit D (collectively, the “Intangible Property™).
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All of the items referred to in subsections (a), (b), (c), (d), {e) and (f) above are collectively referred
to as the “Property.” The Property shall not include any of the facilities commonly referred to as the
“Arlington Desalter.”

2. Purchase Price.
(a) The purchase price of the Property is Million
Thousand and Dollars ($ ) (the “Purchase Price”) which Purchase Price

includes all of the costs described on Exhibit K.
(b) The Purchase Price shall be paid as follows:

(1) Upon execution of this Agreement by both Buyer and Seller, Buyer
shall deposit in escrow with Chicago Title Company (*Title Company™), a deposit in the amount of
One Hundred Dollars ($100.00) (the “Deposit”). Title Company shall place the Deposit in an interest
bearing account with interest to accrue to the benefit of Buyer. In the event Buyer terminates this
Agreement for any reason on or before 2 Buver gives the nofice referenced in Section 7(b), Title
Company shall return the Deposit, together with all accrued interest thereon to Buyer within seven
(7) days of Buyer’s wriiten request therefore, without any further action by Seller or any other third
party,

(ify  The balance of the Purchase Price, shall be paid to Seller in
immediately available funds at the closing of the purchase and sale contemplated hereunder (the
“Closing™).

3. Title to the Property.

(a) . Atthe Closing, Seller shall convey to Buyer marketable and insurable fee
simple title to the Real Property, the Appurtenances and the Improvements, by a duly executed and
acknowledged grant deed substantially in the form attached hereto as Exhibit E (the “Deed™).
Evidence of delivery of marketable and insurable fee simple title for each parcel of Real Property
shall be the issuance by Title Company to Buyer of ALTA Extended Coverage owner’s policies of
title insurance for each parcel of Real Property in the aggregate amount of § , being the
portion of the Purchase Price allocable to the Real Property, insuring fee simple title to the Real
Property, the Appurtenances and the Improvements in Buyer, subject only to such exceptions as
Buyer shall approve pursuant to Subsection 5{a) below (the “Title Policy™). [MAY BE DELETED
PENDING REVIEW OF TITLE REPORT.] [The Title Policy shall include without limitation full
coverage against mechanics’ and materialimen’s liens arising out of the demolition, construction,
repair or alteration of any of the Improvements including any tenant improvements therein and shall
contain such special endorsements as Buyer may reasonably require (the “Endorsements™).]

(b) At the Closing, Seiler shall transfer title to the Personal Property and the Off
Site Property by a warranty bill of sale in the form attached hereto as Exhibit E (the “Bill of Saje™),
such title to be free of any adverse liens, encumbrances or interests.

(c) At the Closing, Seller shall transfer title to the Intangible Property by such
instruments as Buyer may determine to be necessary, including, without limitation, an assignment of
Intangible Property in the form attached hereto as Exhibit G (the “Assignment of Intangible
Property™), such title to be free of any liens, encumbrances or interests.

[
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4. Due Diligence and Time for Satisfaction of Conditions. Buyer, through a Due
Diligence Committee comprised of legal counsel for each of the Cities of Chino, Chino Hills, Norco
and Ontario, and Jurupa Community Services District, or their designees (the “Buyer Due Diligence
Committee™), shall commence due diligence with respect to the Property promptly upon Selier’s full
execution hereof, and the due diligence period shall expire on the date of the notice of Buyer referred
to in Section 7(b). The Due Diligence Committee will initially review the documents at the offices
of the Seller and the Buyer will arrange for the copying of any of such documents at the Buyer’s own
expense. Seller agrees to deliver to Buyer, at Seller’s expense, true and correct copies of all of the
items described on Exhibit H attached hereto on or before # the end of the Due Diligence Perjod;
provided, however, Seller shall submit only those items described on Exhibit H that are in Seller’s
possession or which are reasonably obtainable by Seller.

Notwithstanding anything in this Agreement to the contrary, including but not limited
to the activities of the Buyer Due Diligence Committee, Buyer shall have the right to terminate this
Agreement for any reason at any time prior to the end of the Due Diligence Period.

The Seller agrees to meet with the Buyer Due Diligence Committee from time to time as
reasonably requested by the Buyer. The Seller agrees to provide all relevant information with respect
to the Property, including all information specified in Exhibits D, G, K, M and N hereto. In addition,
the Seller shall provide to the Buyer Due Diligence Committee all relevant information in Seller’s
physical possession with respect to: (i) material physical or mechanical defects of the Property, and
icnown violations of applicable building codes, environmental, zoning and land use laws, and other
appiicable local, state and federal laws and regulations actually known to Seller; (ii) any violation of
any federal, state, local or administrative agency ordinance, law, rule, regulation, order or
requirement relating to environmental conditions or hazardous materials, including information with
respect to installation, use or removal of any storage tank on, from or in connection with the Property
or use of any building materials that contain hazardous material actually known to Seller; (iii) any
violation of an order of any environmental agency (including without limitation, the San Bemardino
County Health Care Agency, the Santa Ana Regional Water Quality Control Board, the California
Department of Toxic Substances Control and other federal, state or local governmental agency
responsible for enforcing environmental laws actually known to Seller.

The Buyer and Seller each acknowledge that the Seller is selling and the Buyer is purchasing
the Property in “as-is” condition. Seller is not obligated to, nor will Seller investigate the condition
of any items listed in this Section. The Due Diligence Period is intended to allow the Buyer, through
the Due Diligence Committee, to have reasonable opportunity to inspect and investigate the Property.
Buyer acknowledges that, except as expressly set forth in Section 8 below, the Seller is not making
any representation and/or warranties, either expressed or implied, with respect to the Property,
including the Project’s suitability or fitness for a particular purpose. Buyer acknowledges for Buyer
and Buyer’s successors and assignees, that Buyer has been given a reasonable opportunity to inspect
and investigate the Property either independently or through agenis of Buyer’s and that in purchasing
the Property, Buyer is not relying on Seller as to the condition or safety of the Property, known or
unknown, including, but not limited to, environmental conditions, soil or sub-soil conditions,
electrical or life safety systems, plumbing, paint, sewer, 1oof, foundations, soils and geology, and any
mechanical equipment or systems.

L)
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5. Conditions to Closing. The following conditions are precedent to Buyer’s obligation
to purchase the Property (the “Conditions Precedent’):

(a) Buyer’s review and approval of title to.the Property, within the Due Diligence
Period, as follows:

(1) On or before January 25, 2002, Seller shall deliver to Buyer a current
preliminary title report for the Real Property, issued by Title Company, accompanied by copies of all
documents referred to in the preliminary title report and plotted easements (collectively, the
“Preliminary Report”), and together with an ownership search disclosing all prior owners of the Real
Property for the fifty (50) year period preceding the date when Seller acquired the Real Property (the
“Chain of Title Search™); '

(i1) Seller shall deliver to Buyer copies of all existing and proposed
gasements, covenants, restrictions, agreements or other documents which affect title to the Property
and which are not disclosed by the Preliminary Report;

(iii)  Seller, at Seller’s expense, shall deliver to Buyer an “as-built” ALTA
survey of the Real Property and Improvements prepared by a surveyor or civil engineer licensed in
the State in which the Property is located. Said survey shall be acceptable to, and certified to, Buyer
and Title Company with appropriate ALTA certification signed by the surveyor or engineer
preparing the survey and in sufficient detail to provide the basis for the Title Policy without
boundary, encroachment or survey exceptions; and

(iv)  If Buyer is not satisfied with any exception to title contained in the
Preliminary Report and such exception cannot be removed, the Buyer may elect to terminate this
Agreement prior to the end of the Due Diligence Period. If so terminated, the Title Company shall
return the Deposit to Buyer. ’

(b) Buyer’s review and approval, within the Due Diligence Period, of the items
described on Exhibit H, all service contracts, utility contracts, books and records, maintenance
contracts, management contracts, leasing contracts, and brokerage and leasing commission
agreements which may continue after Closing, certificates of occupancy, presently effective
warranties or guaranties received by Seller from any contractors, subcontractors, suppliers or
materialmen in connection with any construction, repairs or alterations of the Improvements or any
lenant improvements, reports of insurance cartiers insuring the Property and each portion thereof
respecting the claims history of the Property, if any, environmental reports, soils reports, insurance
policies, insurance certificates of tenants, lease correspondence, and other contracts or documents of
significance to the Property (collectively, the “Service Contracts”), and such other information
- relating to the Property that is specifically requested by Buyer of Seller in writing during the Due
Diligence Period to the extent such information either is in the possession or control of Seller, or any
affiliate of Seller, or may be obtained by Seller, or any affiliate of Seller, through the exercise of
commercially reasonable efforts. Any expenses incurred by Buyer in connection with the review of
the items set forth in this Subsection 5(b) shall be the responsibility of Buyer.

(c) ~ Buyer’sreview and approval, within the Due Diligence Period, of the
structural, mechanical, electrical and other physical characteristics and condition of the Property,
structurai calculations for the Improvements, if any, site plans, engineering reports and plans,
landscape plans, and floov plans, and copies of the as-built plans and specifications for the Property.
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Buyer shall have the right to make an analysis of the Property consisting of such engineering,
feasibility studies, soils tests, and environmental studies as Buyer may desire to permit Buyer to
determine the suitability of the Property for Buyer’s contemplated uses and to conduct such other
review and investigation which Buyer deems appropriate to satisfy itself to acquire the Property.

{(d) Buyer’s review and approval, within the Due Diligence Period, of all
governmental permits and approvals relating to the construction, operation, use or occupancy of the
Property, and all zoning, land-use, subdivision, environmental, building and construction laws and
regulations restricting or regulating or otherwise affecting the use, occupancy or enjoyment of the
Property.

{e) All of Seiler’s representations and watranties contained in or made pursuant
to this Agreement shall have been true and correct when made and shall be true and correct as of the
Closing Date.

D The physical condition of the Property shall be substantially the same on the
day of Closing as on the date of Buyer’s execution of this Agreement, reasonable wear and tear and
loss by casualty excepted (subject to the provisions of Section 11 below).

(2 Buyer shall have been able to procure insurance satisfactory in coverage,
terms and amount with respect to the Property, including but not limited to a policy of legal liability
pollution insurance.

() Buyer shall have received certified executed copies of (i) Water Purchase
Agreenients, dated as of January 15, 2002, by and between the Buyer and each of Jurupa Community
Services District, the City of Chino, the City of Chino Hills, the City of Norco, the City of Ontario
and the Santa Ana River Water Company, (ii} Chino Basin Desalination Program, Phase I, Joint
Participation Agreement for Recovery, Treatment and Utilization of Contaminated Groundwater
among Metropolitan Water District of California, the Western Municipal Water District of Riverside
County, Chino Basin Municipal Water District, Orange County Water District and Santa Ana
Watershed Project Authority, (iii) the Assignment of Rights, Delegation of Duties and First
Amendment to Joint Participation Agreement, a form of which is attached hereto as Exhibit M,
(iv) the Agreement by and Between the Chino Basin Desalter Authority, Jurupa Community Services
District, the City of Ontario, the City of Norco and Sarita Ana River Water Company Providing for
the Transportation of Chino [I Desalter Water and (v) an audit relating to the Property, paid for by
the Seller and satisfactory in the sole discretion of the Buyer.

(1) Seller shall provide to the Buyer a certified copy of a resolution approving the
project authorization package for grant proceeds from the State of California in the amount of 77% of

the actual project costs for the Chino 1 Expansion and the Chino 2 Desalter, not to exceed $48
million.

€)) The Assignment, Acceptance, Assumption and Clarification of Interest of
Lease and Consent to Assignment, Acceptance, Assumption of Clarification of Lease in the form
attached hereto as Exhibit N.

(k) Buyer shall have closed a financing, on terms and conditions solely
satisfactory to the Buyer, which provides moneys sufficient to acquire the Property and finance the
Chino 1 Desalter Expansion and the Chino 2 Desalter.
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)] The Parties hereto agree to cooperate in order to complete a comprehensive
audit of the accounts and books relating to the Property prior to the Closing Date, which audit is
intended in part to identify all unpaid costs related to the Property and all unspent cash related to the
Property. The cost of such audit shall be payable by the Buyer. The Seller will not settie any
pending litipation or any outstanding third party claims known to Seller prior fo the Closing, without
first consulting with of the Due Diligence Committee.

(m)  Buyer shall have received a report, satisfactory to the Buyer in form and
conclusions, from Black & Veatch with respect to the operation of the Property.

The Conditions Precedent contained in Subsections 5(a) through (m) are intended solely for
the benefit of Buyer and are not intended to {imit the Buyer’s right to terminate this Agreement
pursuant to Section 4 hereof. If any of the Conditions Precedent is not satisfied in the sole discretion
of the Buyer, Buyer shall have the right either to waive in writing the Condition Precedent and
proceed with the purchase or terminate this Agreement; provided however that the Buyer shall not
waive the conditions set forth in Section 5(h){(i) without the written consent of Seller. If, by the end
of the Due Diligence Period, Buyer shall not have rejected any of the Conditions Precedent which are
to be satisfied by the end of the Due Diligence Period, then this Agreement shall be deemed
approved.

The Parties acknowledge that the claims pr litigation identified as 1,2 and 11 on Exhibit J
hereto (the “Unsettled Claims”) may not be settled prior to the Closing Date. On the Closing Date,
the Buyer shall either (i) deliver written notice to the Seller that the Buyer will accept liability and
control of the Unsettled Claims (in which case, the Seller will execute a wriiten assignment to the
Buyer of that certain Hargis Agreement for Services by Independent Contractor and Related Task
Orders and such agreement will be deemed included on Exhibit D and Schedule 1 to Exhibit G
hereto), {ii) or if no such written notice is delivered to the Seller, the Seller shall retain $500,000
from the Chino Desalter Enterprise Fund (the “Settlement Deposit™) for use in the settlement (upon
prior consultation with the Buyer) of the Unsettled Claims W
legal or other out-of-pocket costs incurred by Seller in connection therewith. The Settlement

Deposit shall be deposited by the Seller in an interest bearing account. Upon the settiement of the
Unsettled Claims, the Seller shall pay to Buyer any amounts remaining from the Settlement Deposit,
including accrued interest. If the Settlement Deposit is not sufficient to settle the Unsettled Claims,
the Buyer shali pay to the Seller, upon request, amounts necessary to settle the Unsettled Claims.

6. Remedies.

(a) In the event the sale of the Property is not consummated because of the
failure of any condition or any other reason other than a default described in Section 6(b) below, the
Buyer’s or Seller’s sole remedy shall be to terminate this Agreement by written notice to the other
Party. Except as provided in Section 6(b) below, the Parties hereby watve any right to recover any
damages, costs or expenses or to bring an action of any kind upon such termination. Except as
provided in Section 6(b) below, the Parties hereby waive the right to bring any action for specific
performance under any circumstances.

(b) In the event that Seller wrongfully terminates this Agreement or the escrow

contemplated by this Agreement after a bond purchase contract with respect to bonds contemplated
by Section 5(k) above has been executed, Buyer’s Depasit plus accrued interest shall be retumed to
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Buyer, and Buyer may pursue any remedy permissible under California law consistent with
Section 17(1) below,

7. Closing and Escrow.

(a) Upon mutual execution of this Agreement, the Parties hereto shall deposit an
executed counterpart of this Agreement with Title Company and this Agreement shall serve as
instructions to Title Company as the escrow holder for consummation of the purchase and sale
contemplated hereby. Seller and Buyer agree to execute such additional escrow instructions as may
be appropriate to enable the escrow holder to comply with the terms of this Agreement; provided,
however, thatin the event of any conflict between the provisions of this Agreement and any
supplementary escrow instructions, the terms of this Agreement shall control.

)] Escrow shall close (the “Closing Date”) within fourteen (14) days after notice
by Buyer to Seller that the financing for the acquisition described in Section 5(k) has been secured,
or such longer period as may be necessary for the Title Company to issue appropriate title insurance
coverage insuring against mechanics liens; provided however, in the event the escrow has not closed
by March 31, 2002, this Agreement shall terminate at the election of either Party and without the
consent of the other Party, In the event the Closing does not occur on or before the Closing Date, the
escrow holder shall return to the depositor thereofitems which were deposited hereunder, including,
without limitation, the return of the Deposit to Buyer.

(c} At or before the Closing, Seller shall deliver or cause to be delivered to Buyer
or the Title Company, as appropriate, the following:

(i} a duly executed and acknowledged Grant Deed in the form attached
hereto as Exhibit E;

(1i) a duly executed Bill of Sale in the form attached hereto as Exhibit F;

(iff) (1) Certificates from the Secretary of State or other appropriate
government official of the State of California indicating that, as of the Closing Date, there are no
filings against Buyer or Seller in the office of the Secretary of State or other government official
under the Uniform Commercial Code of the State of California which would be a lient on any of the
items specified in the Bill of Sale (other than any filings as to which Buyer and/or Seller, as
applicable, is given satisfactory evidence that such filings are being released as of the Closing); and
(2) filings of Buyer and Seller which are required for Buyer and Seller to be entered into the
California Roster of Public Agency;

(iv)  originals or certified copies of the Service Contracts not previously
delivered to Buyer pursuant to Subsection 3(b) above;

V) a duly executed Assignment of Intangible Property in the form
attached as Exhibit G;

(vi)  originals of the plans and specifications, building permits and
certificates of occupancy for the Improvements and all tenant-occupied space included within the
Improvements not previously delivered to Buyer pursuant to Section 5 above;
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(vil) a FIRPTA affidavit (in the form attached as Exhibjt T) pursuant to
Section 1445(b)(2) of the Internal Revenue Code of 1986 (the “Code™), and on which Buyer is
entitled to rely, that Seiler is not a “foreign person” within the meaning of Section 1445(f)(3) of the
Code and a properly executed California Form 597-W;

(viif) closing statement in form and content satisfactory to Buyer and
Seller; and

(ix}  any other instruments, records or correspondence called for hereunder
which have not previously been delivered.

Buyer may waive compliance on Seller’s part under any of the foregoing items by an instrument in
writing,

(d) At or before the Closing, Buyer shall deliver to Seller or the Title Company,
as appropriate, the following:

(i) a closing statement in form and content satisfactory to Buyer and
Seller; '

(i) " the Purchase Price; and

(iiiy  Certificate of Resolution of Acceptance of the Property by Buyer in
accordance with Section 27281 of the California Government Code.

(e) Seller and Buyer shall each deposit such other instruments as are reasonably
required by the escrow holder or otherwise required to close the escrow and consummate the
purchase of the Property in accordance with the terms hereof. Seller and Buyer hereby designate
Title Company as the “Reporting Person” for the transaction pursuant to Section 6045(e) of the Code
and the regulations promulgated thereunder.

5 Pror to Closing, the Seller agrees to continue to pay all invoices related to the
Property on a current basis. After the Closing Date, the Buyer shall be responsible for the payment
of the costs, including any outstanding litigation or third party claims except as provided in
Section 10(a), relating to the Property hereto and the Buyer shall indemnify and hold the Seller
harmless from any and all liability or claims ansmg from or reiated to the pqyment or nonpayment of

all sucli costs._ At Closing, S gnge Fund

{e }ggegﬁ the Setj;lgmegtl)engg ;, if anv\ 'md th .]te ani al Fu Buver. g the
an i i 1

reimburse Sg!l er for qug:h costs wi thm thirty mm gavs

(&) Any costs, expenses, claims, damages or fees required to be paid by Seller
pursuant to this Agreement will be paid by Seller from the remaining proceeds of the variable rate
bonds 1ssued by the Chino Basin Regional Financing Authority in April 2001, the Chino Desalter
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Financing Agreement, or the Chino Desalter Enterprise Fund as determined by Seller in consultation
with the Treasurer of the Buyer.

8. Representations and Warranties of Seller. Seller hereby represents and warrants to
Buyer as follows:

(a) To Seller’s actual knowledge, the survey, mechanical and structural plans and
specifications, soil reports, certificates of occupancy, warranties, operating statements, and income
and expense reports, and all other books and records relating to the Property and all other contracts or
documents delivered to Buyer in connection with this Agreement (including, without limitation, the
Service Contracts) are and at the time of Closing will be true, correct and complete copies of such
documents, and the assumed contracts are and at the time of Closing will be in full force and effect
(or, if the contract is a construction contract for which a notice of completion has been filed as noted
on Schedule 1 to Exhibit G hereto, such contract has not been terminated), without default by (or
notice of default to} any Party, to the best actual knowledge of the Seller. Except as shown on
Exhibit G and Exhibit I, there are no other Service Contracts affecting the Property.

(b) To Seller’s actual knowledge, except as described on Exhibit J hereto, there
are no condemnation, environmental, zoning or other land-use regulation proceedings, either
instituted or, to Seller’s actual knowledge, planned to be instituted against Seller. Seller shall notify
Buyer promptly of any such proceedings against Seller of which Seller becomes aware,

{c) To Selier’s actual knowledge, the Property has been and is operating with all
licenses, permits, variances, approvals, authorizations, easements and rights of way required from ali
governmental authorities having jurisdiction over the Property or from private parties for the
intended use, operation and occupancy of the Property. Notwithstanding the foregoing, an
application is pending for an Air Quality Management District Permit for aqueous ammonia at the
Property’s Treatment Plant.

(d) Except as disclosed on Exhibit J hereto, to Seiler’s actual knowledge, there is
no litigation pending nor has Seller received any written threats of litigation nor are there written
claims known to Seller or threatened in writing against Selier that arise out of the ownership,
operation or maintenance of the Property. Seller shall notify Buyer promptly of any such litigation,
written threats of litigation or known written or written threatened claims of which Seller becomes
aware prior to Closing of which the Seller has actual knowledge.

(e) Seller is a joint exercise of power agency duly organized, validly existing and
in good standing under the laws of the State of California; this Agreement and all documents
executed by Seller which are to be delivered to Buyer at the Closing are and at the time of Closing
will be duly authorized, executed and delivered by Seller, are and at the time of Closing will be legal,
valid and binding obligations of Seller enforceable against Seller in accordance with their respective
terms, are and at the time of Closing will be sufficient to convey title (if they purport to do so), and
do not and at the time of Closing will not violate any provision of any agreement or judicial order to
which Seller or the Property is subject.

(O Except as described on Exhibit L hereto, at the time of Closing there will be
no outstanding written or oral contracts made by Seller for any improvements to the Property which
have not been fully paid for and Seller shall cause to be discharged all mechanics’ and materialmen’s
liens arising from any labor or materials furnished to the Property prior to the time of Closing.
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(g) Seller is not a “foreign person™ within the meaning of Section 1445(f)(3) of
the Code.

(h) Seller has not granted any option or right of first refusal or first opportunity to
any Party to acquire any interest in any of the Property.

() Neither Seller nor, to the best of Seller’s actual knowledge, any predecessor
in interest of Seller has either filed or been the subject of any filing of a petition under any Federal
Bankruptcy Law or any federal or state insolvency laws or laws for composition of indebtedness or
for the reorganization of debtors.

0 No property taxes are currently due with respect to the Property.

() Except for the design contract with RBF Consulting with respect to the Chino
Desalter I Expansion, Chino Desalter II and the Arlington Desalter Enhancement, all of the
Intangible Property is used exclusively in the ownership, use or operation of the Real Property,
Improvements and Personal Property, and not jointly for any other use.

9. Representations and Warranties of Buyer. Buyer hereby represents and warrants that
it is a joint exercise of power agency duly organized, validly existing and in good standing under the
laws of the State of California and is not a “foreign person” within the meaning of Section 1445(f)(3)
of the Code. This Agreement and all documents executed by Buyer which are to be delivered to
Seller at the Closing are and at the time of Closing will be duly authorized, executed and delivered by
Buyer, are and at the time of Closing will be legal, valid and binding obligations of Buyer
enforceable against Buyer in accordance with their respective terms, and do not and at the time of
Closing will not violate any provision of any agreement or judicial order to which Buyer is subject.
Af closing, Buyer shall have all licenses, permits, variances, approvals, authorizations, easements,
and rights or way required from all governmental authorities having jurisdiction over the Property or
from private parties necessary for the use, operation and occupancy of the Property.

10. Indemnification.
(a) Seller shall indemnify Buyer and defend and liold Buyer harmless from and
against any and all known [written] third-party claims arising out of the groundwater production for

the Property and actually known to Seller prior to the Closing Date, and not previously seitled by
Seller; provided, however, in the event that the Buyer elects to assume liability and control of the
Unsettled Claims, the Seller shall have no such duty to indemnify, defend or hold harmless. Personal
injury, worker's compensation or negligence actions unrelated to groundwater production from the

Property or Chino I Expansion and Chino I Desalter shall not be considered to be a third-party
claim.

(&) After the Closing Date, Buyer is responsible for all aspects of design,
construction, operations, maintenance, management and control of the Property, including water
sales, legal liability and other matters (except as provided in Section 10(a) above) associated with the
Property, irrespective of whether such liability arises out of the design, construction, operation,
maintenance or control of the Property,

{c) Buyer shall indemnify Seller and defend and hold Seller harmless from any
claims, losses, demands, liabilities, costs, expenses, penaliies, damages and losses, including, without

10
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limitation, attorney’s fees, asserted against, incurred or suffered by Seller resulting from an personal
injury or property damage occurring in or on the Property or relating thereto after the Closing Date,
from any cause whatsoever other than as a consequence of the sole acts or omissions of Seiler, its
agents, employees or contractors,

(d)  The indemnification provisions of this Section 10 shall survive beyond the
Closing.

(e) Seller and Buyer shall each secure additional insured endorsements naming
the other Party as an additional insureds on their respective general liability insurance policy for any
claims by third parties related to groundwater production which claims were not known to the Parties
at the Closing Date (“Unknown Claims™). After the Closing Date, shouid any Unknown Claims be
brought against Buyer, Seller or both, Setler shall tender its defense to Buyer, and Seller shall assign
to Buyer all rights, benefits, coverage and indemnity under Seller’s general liability insurance policy.
Buyer shall accept Seller’s tender of defense, and pursuant thereto shall defend, indemnify and hold
harmless Seller for any Unknown Claims. Seller shall cooperate with Buyer in the defense of any
Unknown Claims, and Buyer shall reimburse Selier for any costs, including administrative and legal
costs, incurred by Seller in such defense including, but not limited to, costs relative to complying
with discovery requests, pathering information and documents to prepare a defense of the action,
attending depositions and other activities which may be necessary to adequately defend the Unknown
Claims. Buyer shall reimburse the Seller for such costs within thirty (30) days of receipt of an
invoice from Seller.

11. Risk of Loss. Ifany of the Property is damaged or destroyed prior to the Closing
Date, Buyer may terminate this Apreement, or if Buyer does not elect to terminate this Agreement,
Seller shall assign to Buyer all of Seller’s right, title, and interest in and to all proceeds of insurance,
if any, on account of such damage or destruction.

12. Possession. Possession of the Property shall be delivered to Buyer on the Closing
Date, provided, however, that prior to the Closing Date Seller shall afford authorized representatives
of Buyer reasonable access to the Property as set forth in Section 5(c), above.

13. Maintenance of the Property. Between Seller’s execution of this Agreement and the
Closing, Seller shall maintain the Property, or cause the Property to be maintained in good order,
condition and repair, reasonable wear and tear excepted, and shall make all repairs, maintenance and
replacements of the Improvements and any Personal Property and otherwise operate the Property in
the same manner as before the making of this Agreement, as if Seller were retaining the Property.

- 14 Buver’s Consent to Contracts and Leases Affecting the Property: Termination of
Existing Contracts. Seller shall not, after the Effective Date, enter into any new leases or contracts,
or any amendments thereof, or permit any third party to do so, or waive any rights of Seller under
any contract, without in each case obtaining Buyer’s prior written consent thereto (which consent
may be given or denied in Buyer’s sole discretion).

15. Insurance. Through the Closing Date, Seller shall maintain or cause to be
maintained, at Seller’s sole cost and expense, the existing policy or policies of insurance insuring the

Property.
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16. Cooperation. Seller and Buyer shall cooperate and do all acts as may be reasonably
required or requested by the other with regard to the fulfillment of any Condition Precedent or the
consummation of the transactions contemplated hereby including execution of any documents,
applications or permits. Seller hereby irrevocably authorizes Buyer and its agents to make all
inquiries of any third party, including any governmental authority, as Buyer may reasonably require
to complete its due diligence.

17. Misceilaneous.

(@) Notices. Any notices required or permitted to be given hereunder shall be
given in writing and shall be delivered (a) in person, (b) by certified mail, postage prepaid, return
receipt requested, (c) by Federal Express or another reputable commercial overmnight courier that
guarantees next day delivery and provides a receipt, or (d) by telefacsimile or telecopy, and such
notices shall be addressed as follows:

Ifto Seller: Santa Ana Watershed Project Authority
11615 Sterling Avenue
Riverside, California 92503

With a copy to: David L. Wysocki
Aklufi and Wysocki
3403 Tenth Street, Suite 610
Riverside, California 92501

If to Buyer: Chino Basin Desalter Authority
¢/o Jurupa Community Services Distnict
8621 Jurupa Road
Riverside, California 92509

With a copy to: Mr. John Schatz
P.O. Box 7775
Laguna Niguel, CA 92607-7775

Covington & Crowe LLP

1131 West Sixth Street, Suite 300
P.O, Box 1515

Ontario, CA 91762

Attention: Robert Dougherty

Jackson DeMarco & Peckenpaugh
4 Park Plaza, Suite 1600

Irvine, CA 92614

Attention: Michele Staples

City of Chino Hills

Burke Williams & Sorenson
3403 Tenth Street, Suite 300
Riverside, CA 92501
Attention: Geralyn Skapik

12

A

DOCSOCA860862v15\24429.0003



City of Chino — City Attorney
El Central Real Plaza

12616 Central Avenue

Chino, CA 91710

Attention: Jim Erickson

City of Norco — City Attorney
2870 Clark Avenue

P.O. Box 428

Norco, CA 92860-0428

Stradling Yocca Carlson & Rauth
660 Newport Center Drive
Newport Beach, CA 92660
Attention: Douglas S. Brown

or to such other address as either Party may from time to time specify in writing to the other Party.
Any notice shall be deemed delivered when actually delivered, if such delivery is in person, upon
deposit with the U.S. Postal Service, if such delivery is by certified mail, upon deposit with the
ovemnight courier service, if such delivery is by an overnight courier service, and upon transmission,
if such delivery is by telefacsimile or telecopy.

- (b) Brokers and Finders. Each Party represents and warrants to the other that no
broicer or finder was instrumental in arranging or bringing about this transaction and that there are no
claims or rights for brokerage commissions or finder’s fees in connection with the transactions
contemplated by this Agreement. In the event that any other broker or finder perfects a claim for
commission or finder’s fee based upon such contact, dealings or communication, the Party through
whom such other brolker or finder makes a claim shall indemnify, save harmless and defend the other
Party from said claim and all costs and expenses (including reasonable attorneys’ fees) incurred by
the other Party in defending against the same. The provisions of this section shall survive the
Closing,

(©) Successors and Assigns. This Agreement shall be binding upon, and inure to
the benefit of, the Parties hereto and their respective successors, heirs, administrators and assigns.

(d) Amendments. Except as otherwise provided herein, this Agreement may be
amended or modified only by a written instrument executed by Seller and Buyer.

(e) Deadlines on Non-Business Days. In the event any deadline specified herein
falls on a day which is not a regular business day, then the deadline shall be extended to the end of
the next following regular business day.

(£ Continuation and Survival of Representations and Warranties. All
representations and warranties by the respective Parties contained herein or made in writing pursuant
to this Agreement are intended to and shall remain true and correct as of the time of Closing, shall be
deemed to be material, and, together with all conditions, covenants and indemnities made by the
respective Parties contained herein or made in writing pursuant to this Agreement (except as
otherwise expressly limited or expanded by the terms of this Agreement), shall survive the execution
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and delivery of this Agreement and the Closing, # and, under the circumstances deseribed in
Section 6(b), bevond 3 termination of this Agreement.

(g) GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY
AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF CALIFORNIA.

(h) Relationship of Apreement and Other Documents. This Agreement 1is
intended to satisfy the obligations of the Parties under Section 2(a)(i}, Section 2(b)(i) through (iii),
Section 2(b){(vi) and (vii), Section 3, Section 4(a), Section 5(a) and Section 5(c) of the Term Sheet
relating to the Property executed by Western Municipal Water District of Riverside County, Inland
Empire Utilities Agency, Orange County Water District, the cities of Chino, Chino Hills, Norco and
Ontario, Jurupa Community Services District, the Santa Ana River Water Company and the State of
California.

) Enforcement. If either Party hereto fails to perform any of its obligations
under this Agreement or if a dispute arises between the Parties hereto concemning the meaning or
interpretation of any provision of this Agreement, such dispute shall first be submitted to non-binding
mediation by a mediator mutually acceptable to the Parties hereto. Each Party shall bear such Party’s
own costs and expenses for such mediation, including attorney’s fees and expenses. If such
mediation fails to result in a resolution of such dispute, then either Party may file legal action in the
Superior Court of San Bemardino County. Each Party shall bear such Party’s own costs and
expenses, ineluding attorneys’ fees and expenses incurred by such Party in connection with such
legal action. In such connection, each Party hereby waives, to the fullest extent permitted by law, a
jury trial with respect to any legal action brought under this Agreement.

§)) Time of the Essence. Time is of the essence of this Agreement.

(k) - Counterparts. This Agreement may be signed in counterparts and all
counterparts so executed shall constitute one contract, binding on all Parties hereto, even though all
Parties are not signatory to the same counterpart.

14
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N WITNESS WHEREOQF, the Parties hereto have executed this Agreement as of the date

first above written.
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Buyer:

Seller:

CHINO BASIN DESALTER AUTHORITY,
a joint exercise of powers agency

By:

Iis:

SANTA ANA WATERSHED PROJECT
AUTHORITY, a joint exercise of powers agency

By:

Its:




Title Company agrees to act as escrow holder in accordance with the terms of this Agreement, to act
as the Reporting Person (as such term is defined in this Agreement) and to execute the Escrow
Apgreement.

CHICAGO TITLE COMPANY

- By:

Its:

Dated:
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Description of Real Property — Leasehold Interests
Description of Included Personal Property

Off Site Property

Contractors, Subcontractors and Consultant Warranties
Grant Deed

Warranty Bill of Sale

Assipnment of Service Contracts, Warranties and Guaranties and Other
Intangible Property

Due Diligence Itemns

Certificate of Transferor Other Than an Individual (FIRPTA Affidavit)
Litigation, Threatened Litigation and Known or Threatened Claims
Purchase Price

Outstanding Contracts

Form of MWD Assignment

Form of Airport Lease Assignment



EXHIBIT A-1

DESCRIPTION OF REAL PROPERTY — I'EE INTERESTS

[FROM JC]

A-1-1
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EXHIBIT A-2

DESCRIPTION OF REAL PROPERTY — LEASEHOLD INTERESTS

[FROM IC]

A-2-1
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EXHIBIT B

DESCRIPTION QF INCLUDED PERSONAL PROPERTY

[FROM JCSD]
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EXHIBIT C

OFF SITE PROPERTY

The Offsite Property includes separate radio telemetry links with each of the end users. The
radio telemetry link with the city of Chino Hills operates in the 400 MHz range; where as the radio
telemetry links for the city of Chino and the Jurupa Community Services District operate in the 8§00
MHz range. The city of Chino and city of Chino Hills radio telemetry links are approximately 3.0
and 1.5 miles, respectively. The Jurupa Community Services District radio telemetry link is
approximately 7.5 miles. The telemetry links are used to transmit treatment system operation status
information and alarms to each end user specific to their system operational needs, and to provide an
emergency shutdown capability if abnormal operating conditions are experienced in their distribution
system.

The groundwater production well startup flows are bypassed to an equalization basin located
at the membrane treatment system site. The basin has a storage capacity of approximately 0.8
million galions. The stored well startup water is pumped from the equalization basin to the brine
discharge pipeline for disposal.

The membrane treatment system ancillary facilities include disinfection of blended treated
water, a 0.75 million gallon on-site treated water clearwell and separate treated water booster pump
stations for each of the end users. The treated water entering the clearwell is disinfected with sodium
hypochlorite. The capacity of the clearwell was established to provide a minimum disinfectant
contact time comparable with that required for surface water supplies, based on California
Department of Health Services concerns for potential pathogen contamination of the groundwater
source, and their concurrence for the worst case scenario for the pending Groundwater Disinfection
Rule. The final treated water delivered to the end users can be chilorinated or chloraminated water,
Provisions have been included in the design of the project disinfection system to allow the addition
of aqua ammeonia and sodium hypochlorite to the discharge side of the treated water pump station
pumps for those end users desiring chloraminated water.

The Offsite Property also includes: eleven groundwater production wells and wellhead
facilities; 29,000 feet of extracted groundwater PVC pipelines, ranging in size from 12-inches to 30-
inches in diameter, from the wells to the membrane {reatment system site; £ 5,600 linear feet of 27-
inch and 30-inch vitrified clay brine disposal pipeline from the membrane treatment system site to a
local regional industrial waste sewer; 96,000 feet of 16-inch and 24-inch cement mortar lined and
coated steel treated water delivery pipelines from the membrane treatment system site to the two
cities and one water agency that will purchase the project’s treated water. The project also includes
the construction of one 5 million gallon steel tank reservoir at the pomt-of-delivery to the Jurupa
Community Services District distribution system, and one 3 million gallon storage reservoir and a
booster pump station at the point-of-delivery to the city of Chino distribution system. The remote
booster pump station for the city of Chino is needed to pump the water into their lower pressure zone.

C-1
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EXHIBITD

CONTRACTORS, SUBCONTRACTORS AND CONSULTANT WARRANTIES

1. Warranty on the Construction Contract for the Chino Basin Desalination,
Program City of Chino Offsite Facilities
Kenko, Inc. dba McGrand & Associates
1025 Calimesa Blvd., Suite 4
Calimesa, California 92320

2. Warranty on the Construction Contract for the Chino Basin Desalination,
Program On-Site Treatment System Facilities
C.W. Roen Construction Company

40 Oak Court
P.O.Box 4
Danville, California 94526
3. County of San Bemardino Standard Airport Lease Agreement and Amendments thereto
4. Assipnment of Rights, Delegation of Duties and First Amendment to Joint Participation
Agreement
5. Letter from Hydranautics, including Membrane Element Warranty No. SAWI4300
0. Chino Basin Desalination Program Welthead Faeilities, fixtracted GW Pipeline and

Jurupa CSD Pipeline, ingluding Warranty from E.G. Meyers

D-1
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EXHIBITE

GRANT DEED

[FROM TITLE OFFICER]

E-1
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EXHIBITF

WARRANTY BILL OF SALE

For good and valuable consideration the receipt of which ts hereby acknowledged, SANTA
ANA WATERSHED PROJECT AUTHORITY, a joint exercise of powers agency (“Seller™), does
hereby sell, transfer, and convey to the CHINO BASIN DESALTER AUTHORITY, a joint exercise
of powers agency (“Buyer”), all personal property owned by Seller and located on or in or used in
connection with the Real Property and Improvements (as such terms are defined in that certain
Facilities Acquisition Agreement dated as of , 2002, between Seller and Buyer,
including, without limitation, those items described in Schedule 1 attached hereto.

Seller does hereby represent to Buyer that Seller is the lawful owner of such personal
property, that to the Sellers actual knowledge such personal property is free and clear of all
encumbrances, and that Seller has good right to sell the same as aforesaid and will warrant and
defend the title thereto unto Buyer, its successors and assigns, against the claims and demands of all
persons whomsoever.

DATED this____ day of , 2002,

Seller: SANTA ANA WATERSHED PROJECT
AUTHORITY,

a joint exercise of powers agency

By:

Its:

F-1
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Schedule 1 to
Warranty Bill of Sale

[ICSD TO PROVIDE]

SCHEDULE } TO EXHIBIT F
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EXHIBIT G

ASSIGNMENT OF SERVICE CONTRACTS,
WARRANTIES AND GUARANTIES
AND OTHER INTANGIBLE PROPERTY

THIS ASSIGNMENT (“Assignment”) is made and entered into as of this day of
, 2002, by SANTA ANA WATERSHED PROJECT AUTHORITY, a joint exercise of
powers agency (“Assignor”), to CHINO BASIN DESALTER AUTHORITY, a joint exercise of
powers agency (“Assignee™).

FOR GOOD AND VALUABLE CONSIDERATION, the receipt of which is hereby
acknowledged, effective as of the Effective Date (as defined below), Assignor hereby assigns and
transfers unto Assignee all of its right, title, claim and interest in and under:

(a) all warranties and guaranties made by or received from any third party with
respect to that certain real property described in Schedule 1 attached hereto (the “Property™), any
building, building component, structure, fixture, machinery, equipment, or material situated on,
contained in any building or other improvement situated on, or comprising a part of any building or
other improvement situated on, any part of the Property including, without limitation, those
warranties and guaranties listed in Schedule 1 attached hereto (collectively, “Warranties™);

{(b) all of the Service Contracts listed in Schedule 1 attached hereto; and

() any Intangible Property (as defined in that certain Facilities Acquisition
Agreement (the “Agreement”) dated as of January 15, 2002 between Assignor and Assignee).

ASSIGNOR AND ASSIGNEE FURTHER HEREBY AGREE AND COVENANT AS FOLLOWS:

1. Except as otherwise set forth in the Facilities Acquisition Agreement, effective as of
the Effective Date, Assignee hereby assumes all of the owner’s obligations under the Service
Contracts and agrees to indemnify Assignor against and hold Assignor harmless from any and all cost,
iiability, loss, damage or expense.

2, If either Party hereto fails to perform any of its obligations under this Assignment or
if a dispute arises between the Parties hereto concerning the meaning or interpretation of any
provision of this Assignment, such dispute shall be resolved in accordance with Section 17(i) of the
Agreement.

3. This Assignment shall be binding on and inure to the benefit of the Parties hereto,
their heirs, executors, administrators, successors in interest and assigns.

4. This Assignment shall be governed by and construed and in accordance with the laws
of the State of California,

5. For purposes of this Assignment, the “Effective Date” shail be the date of the Closing
{as defined in the Facilities Acquisition Agreement).

G-1
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6. Assignor shall cooperate with the Assignee to acquire any consents which may be
needed to effect the assignment and transfer of the Warranties.
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IN WITNESS WHEREOF, Assignor and Assignee have executed this Assignment the day

and year first above wriften.
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ASSIGNOR: SANTA ANA WATERSHED PROJECT

ASSIGNEE:

AUTHORITY
a joint exercise of powers agency

By:

Tts:

CHINO BASIN DESALTER AUTHORITY,
a joint exercise of powers agency

By:

Its:




Schedule 1 to
Assignment of Service
Contracts Warranties
and Guaranties and
Other Intangibie Property

C.W. Roen Contract including warranty on the Construction Contract for the Chino Basin
Desalination, Program On-Site Treatment System Facilities™

Kenko Contract including warranty on the Construction Contract for the Chino Basin
Desalination, Program City of Chino Offsite Facilities™

Letter from Hydranautics, including Membrane Element Warranty No. SAWI4300

Agreement for Transfer of SARI Pipeline Capacity from Santa Ana Watershed Project
Authority to Chino Basin Desalter Authority

Agreement for Transfers of SARI System Treatment Disposal Capacity from Santa Ana
Watershed Project Authority to Chino Basin Desalter Authority

RBF Consulting Design Contract

County of San Bemardino Standard Airport Lease Agreement and Amendments thereto

Assignment of Rights, Delegation of Duties and First Amendment to Joint Participation
Agreement

saling -oeram Welthead Facilities
ipeline, including Warranty from E.G. Meyers

W Pineline and

mmpletmn has been filed.
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EXHIBIT H

DUE DILIGENCE ITEMS

Notes or written agreements affecting the Property, including all rental agreements,

All plat maps, surveys, construction plans and any other plans or documentation relating to
the Property.

All inspection reports, letters, test results, advisories and/or similar documents that pertain to
the Property, including, without limitation, written inspection reports, soils and engineering
reports, Phase I and Phase I reports, documentation regarding the existence or nonexistence
of asbestos, PCB’s or other Hazardous Materials.

Information regarding any underground storage tanks in, on, or about the Property.

Copies of invoices for the preceding six months relating to the operation and maintenance of
the Property.

The most recent Fire Department inspection report.

‘Written releases or other documents relating to third party claims settled prior to the Closing
Date or remaining unsettied at Closing Date.
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EXHIBIT 1

CERTIFICATE OF TRANSFEROR
OTHER THAN AN INDIVIDUAL
{FIRPTA Affidavit)

Section 1445 of the Internal Reverme Code provides that a transferee of a U.S. real property
interest must withhold tax if the transferor is a foreign person. To inform CHINO BASIN
DESALTER AUTHORITY, a joint exercise of powers agency, the transferee of certain real property
focated in , that withholding of tax is not required upon the disposition of
such U.S. real property interest by SANTA ANA WATERSHED PROJECT AUTHORITY, a joint
exercise of powers agency (“Transferor”), the undersigned hereby certifies the following on behalf of
Transferor:

1. Transferor is not a foreign corporation, foreign partnership, foreign trust, or foreign
estate (as those terms are defined in the Internal Revemue Code and Income Tax Regulations);

2, Transferor’s U.S. employer identification number is ; and

3. Transferor’s office address is

Transferor understands that this certification may be disclosed to the Internal Revenue
Service by the transferee and that any false statement contained herein could be punished by fine,
imprisonment, or both.

Under penalty of perjury, I declare that I have examined this certificate and to the best of my
knowledge and belief it is true, correct and complete, and I further declare that I have authority to
sign this document on behalf of Transferor.

Dated: __,2002.
SANTA ANA WATERSHED PROJECT AUTHORITY,
a joint exercise of powers agency

By:
Its:




EXHIBITJ

LITIGATION, THREATENED LITIGATION AND KNOWN OR THREATENED CLAIMS

[ATTACH SPREADSHEET FROM DAVE WYSOCKI]
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EXHIBIT X

PURCHASE PRICE

Acquisition Price -

Payoff of & Chino Basin Regional Financing
Regional Financing Autliority funds on
hand and subject to Section 5 of the
Facilities Acquisition Agreement)

SAWPA Related Project Costs
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EXHIBITL

QUTSTANDING CONTRACTS

C.W. Roen Contract including warranty on the Construction Contract for the Chino Basin
Desalination, Program On-Site Treatment System Facilities

Kenko Contract including warranty on the Construction Contract for the Chino Basin
Desalination, Program City of Chino Offsite Facilities

Letter from Hydranautics, including Membrane Element Warranty No. SAWI4300

Agreement for Transfer of SARI Pipeline Capacity from Santa Ana Watershed Project Authority
to Chino Basin Desalter Authority

Agreement for Transfers of SARI System Treatment Disposal Capacity from Santa Ana
Watershed Project Authority to Chino Basin Desalter Authority

RBF Agreement for Services by Independent Contractor and Related Task Orders
Hargis Agreement for Services by Independent Contractor and Related Task Orders
County of San Bemardino Standard Airport Lease Agreement and Amendments thereto

Assignment of Rights, Delegation of Duties and First Amendment to Joint Participation
Agreement

hino Basin D ination Proeram Wellhead Facilities. Exfracted GW Pipeline and Jurupa
ggggg gggghggg including Warramy from E.G. Meyers



EXHIBIT M

FORM OF MWD ASSIGNMENT




EXHIBIT N

FORM OF AIRPORT LEASE ASSIGNMENT
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Stradling Y(}cca Carlson & Rauth
Draft as of 1/08/02

FACILITIES ACQUISITION AGREEMENT

THIS FACILITIES ACQUISITION AGREEMENT (“Agreement”) is dated as of January 15,
2002, (the “Effective Date™} by and between SANTA ANA WATERSHED PROJECT
AUTHORITY, a joint exercise of powers agency (“Seller”), and the CHINQ BASIN DESALTER
AUTHORITY, a joint exercise of powers agency (“Buyer”). The Seiler and Buyer are each
sometimes referred to herein as a “Party” and collectively referved 1o as the “Parties.”

IN CONSIDERATION of the respective agreements hereinafter set forth, Seller and Buyer
agree as follows:

1. Property Included in Sale. Seller hereby agrees to sell and convey to Buyer, and
Buyer hereby agrees to purchase from Seller, subject to the terms and conditions set forth herein, the
following:

(a) ___parcels of real property consisting of approximately __ acres, located
in the City of Chino, County of San Bernardino, State of California and being more particularly
described in Exhibit A-1 attached hereto and the leasehold interests more particularly described in
Exhibit A-2 attached hereto (collectively, the “Real Property™);

(b) all rights, privileges and easements appurtenant to the Real Property
(collectively, the “Appurtenances™);

(c) all of Sellet’s right, title and interest in and to all improvements and fixtures
located on the Real Property, including, without limitation, the desalting facility commonly referred
to as the Chino 1 Desalter, as well as all other buildings and structures presently located on the Real
Property, all apparatus, equipment and appliances used in connection with the operation or
occupancy of the Real Property, such as heating and air conditioning systems and facilities used to
provide any utility, refrigeration, ventilation, or other services on the Real Property, and along with
all on-site parking (collectively, the “Improvements”);

(d) all personal property owned by Seller related to the Real Property including
those items described in Exhibit B attached hereto (the “Personal Property”); and

(e) all existing pipelines, wells, pumping facilities and related facilities necessary
for the operation of the Improvements, including all easements, encroachment permits and similar
interests in property, as described in Exhibit C attached hereto (the “Off Site Property”).

(D) any intangible personal property now or hereafter owned by Seller and used
in the ownership, use or operation of the Real Property, Improvements and Personal Property, and, to
the extent approved by Buyer pursuant to this Agreement, any contract rights, utility contracts,
membrane warranties or other agreements or rights relating to the ownership, use and operation of
the Real Property, as defined-below, and all warranties of various contiactors, subcontractors and
consultants described in Exhibit D (collectively, the “Intangible Property™).

All of'the items referred to in subsections (a), (b), (c), (d), () and (f} above are collectively referred

to as the “Property.” The Property shall not include any of the facilities cornmeonly referred to as the
*Arlington Desalter.”

DOCS0OCA360862vid\24429,0003



2. Purchase Price.

(a) The purchase price of the Property is Million
Thousand and Dollars (5 ) (the “Purchase Price”) which Purchase Price
includes all of the costs described on Exhibit K.

(b) The Purchase Price shall be paid as follows:

(1) Upon execution of this Agreement by both Buyer and Seller, Buyer
shall deposit in escrow with Chicago Title Company (“Title Company™), a deposit in the amount of
One Hundred Dollars ($100,00) (the “Deposit™). Title Company shall place the Deposit in an interest
bearing account with interest to accrue to the benefit of Buyer. In the event Buyer terminates this
Agreement for any reason on or before , Title Company shall return the Deposit,
together with all accrued interest thereon to Buyer within seven (7) days of Buyer’s wrilten request
therefore, without any further action by Seller or any other third party.

(i) The balance of the Purchase Price, shall be paid to Seller in
immediately available funds at the closing of the purchase and sale contemplated hereunder (the
“Closing™.

3. Title to the Propertv.

(a) At the Closing, Seller shall convey to Buyer marketable and insurable fee
simple title to the Real Property, the Appurtenances and the Improvements, by a duly executed and
acknowledged grant deed substantially in the form attached hereto as Exhibit E (the “Deed”).
Evidence of delivery of marketable and insurable fee simple title for each parcel of Real Propeity
shall be the issuance by Title Company to Buyer of ALTA Extended Coverage owner’s policies of
title insurance for each parcel of Real Property in the aggregate amount of § , being the
portion of the Purchase Price allocable to the Real Property, insuring fee simple title to the Real
Property, the Appurtenances and the Improvements in Buyer, subject only to such exceptions as
Buyer shall approve pursuant to Subsection 5(a) below (the *Title Policy”). [MAY BE DELETED
PENDING REVIEW OF TITLE REPORT.] [The Title Policy shall inciude without limitation full
coverage against mechanics’ and materialmen’s liens arising out of the demolition, construction,
repair or alteration of any of the Improvements including any tenant improvements therein and shall
contain such special endorsements as Buyer may reasonably require (the “Endorsements™).]

(b) At the Closing, Seller shail transfer title to the Personal Property and the Off
Site Property by a warranty bili of sale in the form attached hereto as Exhibit F (the “Bill of Sale™),
such title to be free of any adverse liens, encumbrances or interests,

(c) At the Closing, Seller shall transfer title to the Intangible Property by such
instruments as Buyer may determine to be necessary, including, without limitation, an assignment of
Intangible Property in the form attached hereto as Exhibit G (the “Assignment of Intanpgible
Property™), such title to be free of any liens, encumbrances or interests.

4, Due Diligence and Time for Satisfaction of Conditions. Buyer, through a Due
Diligence Committee comprised of legal counsel for each of the Cities of Chino, Chino Hills, Norco
and Ontario, and Jurupa Community Services District, or their designees (the “Buyer Due Diligence
Committee™), shall commence due diligence with respect to the Property promptly upon Seiler’s full

Ige]
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execution hereof, and the due diligence period shall expire on the date of the notice of Buyer referred
to in Section 7(b). The Due Diligence Committee will initially review the documents at the offices
of the Seller and the £ Buyer will 2 arrange for the copving of any of such documents £ at the
Buver’s own expensge. Seiler agrees to deliver to Buyer, at Seller’s expense, true and correct copies
of all of the items described on Exhibit H attached hereto on or before January 4, 2002; provided,
however, Seller shali submit only those items described on Exhibit H that are in Seller’s possession
or which are reasonably obtainable by Seller.

Notwithstanding anything in this Agreement to the contrary, inciuding but not limited
to the activities of the Buyer Due Diligence Committee, Buyer shall have the right to terminate this
Agreement for any reason at any time pror to the end of the Due Diligence Period.

The Seller agrees to meet with the Buyer Due Diligence Committee from time to time as
reasonably requested by the Buyer. The Seller agrees to provide all relevant information with respect
to the Property, including all information specified in Exhibits D, G, K, M and N hereto. In addition,
the Seller shall provide to the Buyer Due Diligence Committee all relevant information in Seiler’s
physical possession with respect to: (i) material physical or mechanical defects of the Property, and
known violations of applicable building codes, environmental, zoning and land use laws, and other
applicable local, state and federal laws and regulations actually known to Seller; (ii) any violation of
any federal, state, local or administrative agency ordinance, law, rule, regulation, order or
requirement relating to environmental conditions or hazardous materials, including information with
respect to installation, use or removal of any storage tank on, from or in connection with the Property
or use of any building materials that contain hazardous material actually known to Seller; (iii) any
violation of an order of any environmenta!l agency (including without limitation, the San Bernardino
County Health Care Agency, the Santa Ana Regional Water Quality Control Board, the California
Department of Toxic Substances Control and other federal, state or local governmental agency
responsible for enforcing environmental laws actually known to Seller.

The Buyer and Seller each acknowledge that the Seller is selling and the Buyer is purchasing
the Property in “as-is” condition. Seiler is not obligated to, nor will Seller investigate the condition
of any items listed in this Section. The Due Diligence Period is intended to allow the Buyer, through
the Due Diligence Committee, to have reasonable opportunity to inspect and investigate the Property.
Buyer acknowledges that, except as expressly set forth in Section & below, the Seller is not making
any representation and/or warranties, either expressed or implied, with respect to the Property,
including the Project’s suitability or fitness for a particular purpose. Buyer acknowledges for Buyer
and Buyer’s successors and assignees, that Buyer has been given a reasonable opportunity to inspect
and investigate the Property either independently or through agents of Buyer’s and that in purchasing
the Property, Buyer is not relying on Seller as to the condition or safety of the Property, known or
unknown, including, but not limited to, environmental conditions, soil or sub-soil conditions,
electrical or life safety systems, plumbing, paint, sewer, roof, foundations, soils and geology, and any
mechanical equipment or systems.

5. Conditipns to Closing. The following conditions are precedent to Buyer’s obligation
to purchase the Property (the “Conditions Precedent”):

(2) Buyer’s review and approval of title to the Property, within the Due Diligence
Period, as follows:
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(i) On or before January 25, 2002, Seller shall deliver to Buyer a current
preliminary title report for the Real Property, issued by Title Company, accompanied by copies of all
documents referred to in the preliminary title report and plotted easements (collectively, the
“Preliminary Report™), and together with an ownership search disclosing all prior owners of the Real
Property for the fifty (50) year period preceding the date when Seller acquired the Real Property (the
“Chain of Title Search™);

(1) Seller shall deliver to Buyer copies of all existing and proposed
easements, covenants, restrictions, agreements or other documents which affect title to the Property
and which are not disclosed by the Preliminary Report;

(iif)  Seller, at Seller’s expense, shall deliver to Buyer an “as-built” ALTA
survey of the Real Property and Improvements prepared by a surveyor or civii engineer licensed in
the State in which the Property is located. Said survey shall be acceptable to, and certified to, Buyer
and Title Company with appropriate ALTA certification signed by the surveyor or engineer
preparing the survey and in sufficient detail to provide the basis for the Title Policy without
boundary, encroachment or survey exceptions; and

(iv)  If Buyer is not satisfied with any exception to title contained in the
Preliminary Report and such exception cannot be removed, the Buyer may elect to terminate this
Agreement prior to the end of the Due Diligence Period. If so terminated, the Titlte Company shall
return the Deposit to Buyer,

(b) Buyer’s review and approval, within the Due Diligence Period, of the items
described on Exhibit H, all service contracts, utility contracts, books and records, maintenance
contracts, management coniracts, leasing contracts, and brokerage and leasing commission
agreements which may continue after Closing, certificates of occupancy, presently effective
warranties or guarantiés received by Seller from any contractors, subcontractors, suppliers or
materialmen in connection with any construction, repairs or alterations of the Improvements or any
tenant improvements, reports of insurance carriers insuring the Property and each portion thereof
respecting the claims history of the Property, if any, environmental reports, soils reports, insurance
policies, insurance certificates of tenants, lease correspondence, and other contracts or documents of
significance to the Property (collectively, the “Service Contracts™), and such other information
relating to the Property that is specifically requested by Buyer of Seller in writing during the Due
Diligence Period to the extent such information either is in the possession or control of Seller, or any
affiliate of Seller, or may be obtained by Seller, or any affiliate of Seller, through the exercise of
commercially reasonable efforts. Any expenses incurred by Buyer in connection with the review of
the items set forth in this Subsection 5(b) shall be the responsibility of Buyer.

(c} Buyer’s review and approval, within the Due Diligence Period, of the
structural, mechanical, electrical and other physical characteristics and condition of the Property,
structural calculations for the Improvements, if any, site plans, engineering reports and plans,
landscape plans, and floor plans, and copies of the as-built plans and specifications for the Properiy,
Buyer shall have the right to make an analysis of the Property consisting of such engineering,
feasibility studies, soils tests, and environmental studies as Buyer may desire to permit Buyer to
determine the suitability of the Property for Buyer’s contemplated uses and to conduct such other
review and investigation which Buyer deems appropriate to satisfy itself to acquire the Property.
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(d) Buyer's review and approval, within the Due Diligence Period, of ali
governmental permits and approvals relating to the construction, operation, use or occupancy of the
Property, and all zoning, land-use, subdivision, environmental, building and construction laws and
regulations restricting or regulating or otherwise affecting the use, occupancy or enjoyment of the
Property.

(e) All of Seller’s representations and warranties contained in or made pursuant
to this Agreement shall have been true and correct when made and shall be true and correct as of the
Closing Date.

) The physical condition of the Property shall be substantially the same on the
day of Closing as on the date of Buyer’s execution of this Agreement, reasonable wear and tear and
loss by casualty excepted (subject to the provisions of Section 11 below),

()  Buyer shall have been able to procure insurance satisfactory in coverage,
terms and amount with respect to the Property, including but not limited to a policy of legal liability
pollution insurance.

(h) Buyer shall have received certified executed copies of (i) Water Purchase
Agreements, dated as of January 15, 2002, by and between the Buyer and each of Jurupa Community
Services District, the City of Chino, the City of Chino Hills, the City of Norco, the City of Ontario
and the Santa Ana River Water Company, (ii) Chino Basin Desalination Program, Phase I, Joint
Participation Agreement for Recovery, Treatment and Ulilization of Contaminated Groundwater
among Metropolitan Water District of California, the Western Municipal Water District of Riverside
County, Chino Basin Municipal Water District, Orange County Water District and Santa Ana
Watershed Project Authonty, (ili) the Assignment of Rights, Delegation of Duties and First
Amendment to Joint Participation Agreement, a form of which is attached hereto as Exhibit M,
{iv) the Agreement by and Between the Chino Basin Desalter Authority, Jurupa Community Services
District, the City of Ontario, the City of Norco and Santa Ana River Water Company Providing for
the Transportation of Chino II Desalter Water and (v) an audit relating to the Property, paid for by
the Seller and satisfactory in the sole discretion of the Buyer.

@ Seller shall provide to the Buyer a certitied copy of a resolution approving the
project authorization package for grant proceeds from the State of Califomnia in the amount of 77% of
the actual project costs for the Chino ! Expansion and the Chino 2 Desalter, not to exceed $48
million.

M) The Assignment, Acceptance, Assumption and Clarification of Interest of
Lease and Consent to Assignment, Acceptance, Assumption of Clarification of Lease in the form
attached hereto as Exhibit N,

(I) Buyer shall have closed a financing, on terms and conditions solely
satisfactory to the Buyer, which provides moneys sufficient to acquire the Property and finance the
Chino 1 Desalter Expansion and the Chino 2 Desaiter.

o) The Parties hereto agree to cooperate in order to complete a comprehensive
audit of the accounts and books relating to the Property prior to the Closing Date, which audit is
intended in part to identify all unpaid costs related to the Property and all unspent cash related to the
Property. The cost of such audit shall be payable by the Buyer. The Seller will not settle any
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pending litigation or any outstanding third party claims known to Selier prior to the Closing, without
first consulting with of the Due Diligence Committee.

(m)  Buyer shall have received a report, satisfactory to the Buyer in form and
conclusions, from Black & Veatch with respect to the operation of the Property.

The Conditions Precedent contained in Subsections 3(a) through (m) are intended solely for
the benefit of Buyer and are not intended to limit the Buyer’s right to terminate this Agreement
pursuant to Section 4 hereof. Ifany of the Conditions Precedent is not satisfied in the sole discretion
of the Buyer, Buyer shall have the right either to waive in writing the Condition Precedent and
proceed with the purchase or terminate this Agreement; provided however that the Buyer shall not
waive the conditions set forth in Section 5(h)(i) without the written consent of Seller. If, by the end
of the Due Diligence Period, Buyer shall not have rejected any of the Conditions Precedent which are
to be satisfied by the end of the Due Diligence Period, then this Agreement shall be deemed
approved.

The Parties acknowledge that the claims identified as 1, 2 and 11 on Exhibit J hereto (the
“Unsettled Claims”) £ may not be settled prior to the Closing Date. On the Closing Date, the Buyer
shall either (i) deliver written notice to the Seller that the Buyer will accept liability and control of
the Unsettled Claims (in which case, the Seller will execute a written assignment to the Buyer of that
certain Hargis Agreement for Services by Independent Contractor and Related Task Qrders and such
agreemnent will be deemed included on Exhibit D and Schedule 1 to Exhibit G hereto), (i) or if no
such written notice is delivered to the Seller, the Seller shall retain $500,000 from the Chino Desalter
Enterprise Fund (the “Settlement Deposit™) for use# in the settlement (upon prior consultation with
the Buyer) of the Unsettled Claims, The Settlement Deposit shall be # deposited by the Seller in an
interest bearing account £, Upon the settlement of the Unsettled Claims, the Seller shall pay to Buyer
any amounts remaining from the Settlement Deposit, including acerued interest. If the Settlement
Deposit is not sufficient to seitle the Unsettled Claims, the Buyer shail pay to the Seller, upon
request, amounts necessary to settle the Unseitled Claims. £

6. Remedies.

(a) In the event the sale of the Property is not consummated because of the
failure of any condition or any other reason other than a default described in Section 6(h) belaw, the
2 Buver’s or Seller’s sole remedy shall be to terminate this Agreement by written notice o the
other Party. Except as provided in Section 6{(b) below, the Parties # hereby waive any right to
recover any damages, costs or expenses or to bring an action of any kind upen such termination®,
Excent as provided in Sectien 6({b} below, the Parties herebv waive the right fo hring anv action
for specific performance upder anyv circumstances.

(1)) In the event that Selier wrnnﬁ'uliv tgrminntgs this Agreement or the

con .teg by this Aorec af r.aho 1rchas tract with respect ond:
ated i e } as eg t d.> Buyeg 8 Deposxt plus & acu;uegi mtgrest
1l be retusrn fuver. and Bu - : alifornia
hw cnnsi§ten1 Wlih Sggnnn 1 Zi i) bg ow
7. Closing and Escrow.
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(a) Upon mutual execution of this Agreement, the Parties hereto shali deposit an
executed counterpart of this Agrecment with Title Company and this Agreement shall serve as
instructions to Title Company as the escrow holder for consummation of the purchase and sale
contemplated hereby. Seller and Buyer agree to execute such additional escrow instructions as may
be appropriate to enable the escrow holder to comply with the terms of this Agreement; provided,
however, that in the event of any conflict between the provisions of this Agreement and any
supplementary escrow instructions, the terms of this Agreement shall control.

(b) Escrow shall close (the “Closing Date”) within fourteen (14) days after notice
by Buyer to Seller that the financing for the acquisition described in £ Section 5(l) has been secured,
or such longer period as may be necessary for the Title Company to issue appropriate title insurance
coverage insuring against mechanics liens; provided however, in the event the escrow has not closed
by March 31, 2002, this Agreement shall terminate at the election of either Party and without the
consent of the other Party. In the event the Closing does not occur on or before the Closing Date,
the escrow holder shalil return to the depositor thereof items which were deposited hereunder,
including, without limitation, the return of the Deposit to Buyer.

{c) At or before the Closing, Seiler shall deliver pr cause to he delivered to
Buyer or the Title Company, as appropriate, the following:

(i) a duly executed and acknowledged Grant Deed in the form attached
hereto as Exhibit E;

(i) a duly executed Bill of Sale in the form attached hereto as Exhibit IF;

(iif) (1) Certificates from the Secretary of State or other appropriate
government official of the State of California indicating that, as of the Closing Date, there are no
filings against Buyer or Selier in the office of the Secretary of State or other government official
under the Uniform Commercial Code of the State of California which would be a lien on any of the
itemns specified in the Bill of Sale (other than any filings as to which Buyer and/or Seller, as
applicable, is given satisfactory evidence that such filings are being released as of the Closing); and
(2) filings of Buyer and Seller which are required for Buyer and Seller to be entered into the
California Roster of Public Agency;

(iv)  originals gr certified copies of the Service Contracts not previously
delivered to Buyer pursuant to Subsection 5(b) above;

V) a duly execnted Assignment of Intangible Property in.the form
tached as ibit G:
(vi)  originals of the plans and specifications, building permits and
certificates of occupancy for the Improvements and all tenant-occupied space included within the
Improvements not previously delivered to Buyer pursuant to Section 5 above;

(vii)  a FIRPTA affidavit (in the form attached as Exhibit I) pursuant (o
Section 1445(b)(2) of the Internal Revenue Code of 1986 {the “Code™), and on which Buyer is
entitled to rely, that Seller is not a “foreign person” within the meaning of Section 1445(£)(3) of the
Code and a properly executed California Form 597-W;
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(viii) closing staterment in form and content satisfactory to Buyer and
Seller; and

(ix)  any other insiruments, records or correspondence called for hereunder
which have not previously been delivered.

Buyer may waive compliance on Seller’s part under any of the foregoing items by an instrument in
writing.

(d) At or before the Closing, Buyer shall deliver to Seller or the Title Company,
as appropriate, the following; '

(1) a closing statement in form and content satisfactory to Buyer and
Seller;

(i) the Purchase Price; and

(iti)  Certificate of Resolution of Acceptance of the Property by Buyer in
accordance with Section 27281 of the California Government Code.

(e) Setler and Buyer shall each deposit such other instruments as are reasonably
required by the escrow holder or otherwise required to close the escrow and consummate the
purchase of the Property in accordance with the terms hereof. Seller and Buyer hereby designate
Title Company as the “Reporting Person” for the transaction pursuant to Section 6045(e) of the Code
and the regulations promulgated thereunder.

(£ Prior to Closing, the Seller agrees to continue to pay all invoices related to the
Property on a current basis, After the Closing Date, the Buyer shall be responsible for the payment
of the costs, including any outstanding litigation or third party claims except as provided in
Section 10(a), relating to the Property hereto and the Buyer shall indemnify and hold the Seller
harmless from any and all liability or claims arising from or related to the payment or nonpayment of
all such costs.

(g) Any costs, expenses, claims, damages or fees required to be paid by Seller
pursuant to this Apreement will be paid by Seller from the remaining proceeds of the variable rate
bonds issued by the Chino Basin Regional Financing Authority in April 2001, the Chino Desalter
Financing Agreement, or the Chino Desalter Enterprise Fund as determined by Seiler in consultation
with the Treasurer of the Buyer.

8. Representations and Warranties of Seller. Seller hereby represents and warrants to
Buyer as follows:

(a) To Seller’s actual knowiedge, the survey, mechanical and structural plans and
specifications, soil reports, certificates of occupancy, wairanties, operating statements, and income
and expense reports, and all other books and records relating to the Property and all other contracts or
documents delivered to Buyer in connection with this Agreement (including, without limitation, the
Service Contracts) are and at the time of Closing will be true, correct and complete copies of such
documents, and the assumed contracts are and at the time of Closing will be in full force and effect
(or, if the contract is a construction contract for which a notice of completion has been filed as noted
on Schedule 1 to Exhibit G hereto, such contract has not been terminated), without default by {or
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notice of default to) any Party, to the best actual knowledge of the Seller. Except as shown on
Exhibit G and Exhibit L, there are no other Service Contracts affecting the Property.

(b) To Seller’s actual knowledge, except as described on Exhibit ] hereto, there
are no condemnation, environmental, zoning or other land-use regulation proceedings, either
instituted or, to Seller’s actual knowiedge, planned to be instituted against Seller. Seller shall notify
Buyer promptly of any such proceedings against Seller of which Seller becomes aware.

(©) To Seller’s actual knowledge, the Property has been and is operating with all
licenses, permits, variances, approvals, authorizations, easements and rights of way required from all
governmental authorities having jurisdiction over the Property or from private parties for the
intended use, operation and occupancy of the Property. Notwithstanding the foregoing, an
application is pending for an Air Quality Management Distnict Permit for aqueous ammonia at the
Property’s Treatment Plant.

(d) Except as disclosed on Exhibit J hereto, to Seller’s actual knowledge, there is
no litigation pending nor has Seller received any written threats of litigation nor are there written
claims known to Seller or threatened in writing against Seller that arise out of the ownership,
operation or maintenance of the Property. Seller shall notify Buyer promptly of any such litigation,
written threats of litigation or known written or written threatened claims of which Seller becomes
aware prior to Closing of which the Seller has actual knowledge.

(e) Seller is a joint exercise of power agency duly organized, validly existing and
in good standing under the laws of the State of California; this Agreement and all documents
executed by Seller which are to be delivered to Buyer at the Closing are and at the time of Closing
will be duly authorized, executed and delivered by Seller, are and at the time of Closing will be legal,
valid and binding obligations of Seller enforceable against Seller in accordance with their respective
terms, are and at the time of Closing will be sufficient to convey title (if they purport to do so), and
do not and at the time of Closing will not violate any provision of any agreement or judicial order to
which Seller or the Property is subject.

(B Except as described on Exhibit L hereto, at the time of Closing there will be
no outstanding written or oral contracts made by Seller for any improvements to the Property which
have not been fully paid for and Seller shail cause to be discharged all mechanics’ and materialmen’s
liens arising from any labor or materials furnished to the Property prior to the time of Closing.

(e3) Seller is not a “foreign person” within the meaning of Section 1445(f)(3) of
the Code.

(h) Seller has not granted any option or right of first refusal or first opportunity to
any Party to acquire any interest in any of the Property.

H Neither Seller nor, to the best of Seiler’s actual knowledge, any predecessor
in interest of Seller has either filed or been the subject of any filing of a petition under any Federal
Bankruptcy Law or any federal or state insolvency laws or laws for composition of indebtedness or
for the reorganization of debtors.

) No property taxes are currently due with respect to the Property.
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(k) Except for the design contract with RBF Consulting with respect to the Chino
Desalter I Expansion, Chino Desalter [T and the Arlington Desalter Enhancement, all of the
Intangible Property is used exclusively in the ownership, use or operation of the Real Property,
Improvements and Personal Property, and not jointly for any other use.

5. Renresentations and Warranties of Buyer. Buyer hereby represents and warrants that
it is a joint exercise of power agency duly organized, validly existing and in good standing under the
laws of the State of California and is not a “foreign person” within the meaning of Section 1445(f)(3)
of the Code. This Agreement and all documents executed by Buyer which are to be delivered to
Seller at the Closing are and at the time of Closing will be duly authorized, executed and delivered by
Buyer, are and at the time of Closing will be legal, valid and binding obligations of Buyer
enforceable against Buyer in accordance with their respective terms, and do not and at the time of
Closing will not violate any provision of any agreement or judicial order to which Buyer is subject.
At closing, Buyer shall have ali licenses, permits, variances, approvals, authorizations, easements,
and rights or way required from all govermmental authorities having jurisdiction over the Property or
from private parties necessary for the use, operation and occupancy of the Property.

10. Indemnification.

(a) Seller shall indemnify Buyer and defend and hold Buyer harmless from and
against any and all known third-party claims arising out of the groundwater production for the
Properly and actually known to Seller prior to the Closing Date, and not previously settied by Seller;

rovided, hoyever. in the event that the Buver elects to assume liability and control of the
Unsettled Claims. the Selier shall have no such dufy to indemnify. defend or hold harmless.
Personal injury, worker’s compensation or negligence actions unrelated to groundwater production
from the Property or Chino T Expansion and Chine I Desalter shall not be considered to be a third-
party claim.

(b) After the Closing Date, Buyer is responsible for all aspects of design,
construction, operations, maintenance, management and control of the Property, including water
sales, legal Hability and other matters (except as provided in Section 10(a) above)} associated with the
Property, irrespective of whether such liability arises out of the design, construction, operation,
maintenance or contro! of the Property.

(c) Buyer shall indemnify Seller and defend and hoid Seiler harmless from any
claims, losses, demands, liabilities, costs, expenses, penalties, damages and losses, including, without
limitation, attorney’s fees, asserted against, incurred or suffered by Seller resulting from an personal
injury or property damage occurring in or on the Property or relating thereto after the Closing Date,
from any cause whatsoever other than as a consequence of the sole acts or omissions of Seller, its
agents, employees or contractors.

(d) The indemnification provisions ot this Section 10 shall survive beyond the
Closing.

(e) Seller and Buyer shall each secure additional insured endorsements naming
the other Party as an additional insureds on their respective general liability insurance policy for any
claims by third parties related to groundwater production which claims were not known to the Parties
at the Closing Date (“Unknown Claims™). After the Closing Date, should any Unknown Claims be
brought against Buyer, Seller or both, Seller shall tender its defense to Buyer, and Seller shall assign
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DOCSOC\S60862v14424429.0003



to Buyer all rights, benefits, coverage and indemnity under Seller’s general liability insurance policy.
Buyer shall accept Seller’s tender of defense, and pursuant thereto shall defend, indemnify and hold
harmless Selier for any Unknown Claims. Seiler shall cooperate with Buyer in the defense of any
Unknown Claims, and Buyer shall reimburse Seller for any costs, including administrative and legal
costs, incurred by Seller in such defense including, but not limited to, costs relative to complying
with discovery requests, gathering information and documents to prepare a defense of the action,
attending depositions and other activities which may be necessary to adequately defend the Unknown
Claims. Buyer shall reimburse the Seller for such costs within £ thirty (30) days of receipt of an
invoice from Seller,

11, Risk of Loss. If any of the Property is damaged or destroyed prior to the Closing
Date, Buyer may terminate this Agreement, or if Buyer does not elect to terminate this Agreement,
Seller shall assign to Buyer all of Seller’s right, title, and interest in and to all proceeds of insurance,
if any, on account of such damage or destruction.

12. Possession. Possession of the Property shall be delivered to Buyer on the Closing
~ Date, provided, however, that prior to the Closing Date Seller shall afford authorized representatives
of Buyer reasonable access to the Property as set forth in Section 5(c), above,

13.  Majntenance of the Property. Between Seller’s execution of this Agreement and the
Closing, Seller shall maintain the Property, or cause the Property to be maintained in good order,
condition and repair, reasonable wear and tear excepted, and shall make all repairs, maintenance and
replacements of the Improvements and any Personal Property and otherwise operate the Properly in
the same manner as before the making of this Agreement, as if Seller were retaining the Property.

14, Buver’s Consent to Contracts and Leases Affecting the Property: Termination of
Existing Contracts. Seller shall not, after the Effective Date, enter into any new leases or coniracis,
or any amendments thereof, or permit any third party to do so, or waive any rights of Seller under
any contract, without in each case obtaining Buyer’s prior written consent thereto (which consent
may be given or denied in Buyer’s sole discretion).

15. Insurance. Through the Closing Date, Seller shall maintain or cause to be
maintained, at Seller’s sole cost and expense, the existing policy or policies of insurance insuring the
Property.

16. Cooperation. Seller and Buyer shall cooperate and do all acts as may be reasonably
required or requested by the other with regard to the fulfillment of any Condition Precedent or the
consummation of the transactions contemplated hereby including execution of any documents,
applications or permits. Seller hereby irrevocably authorizes Buyer and its agents to make all
inquiries of any third party, including any governmental authority, as Buyer may reasonably require
to complete its due diligence.

17, Miscellaneous.

(a) Notices. Any notices required or permitied to be given hereunder shall be
given in writing and shali be delivered (a) in person, (b) by certified mail, postage prepaid, return
receipt requested, (c) by Federal Express or another reputable commercial overnight courier that

guarantees next day delivery and provides a receipt, or (d) by telefacsimile or telecopy, and such
notices shall be addressed as follows:

il
DOCSOC\B60862v 1 4124429.0003



If to Seller:

With a copy to:

If to Buyer:

With a copy to:

DOCS0C\B60862v14\24429.0003

Santa Ana Watershed Project Authority
11615 Sterling Avenue
Riverside, California 92503

David L. Wysocki

AXJufi and Wysocki

3403 Tenth Street, Suite 610
Riverside, California 92501

Chino Basin Desalter Authority

c/o Jurupa Community Services Disirict
8621 Jurupa Road

Riverside, California 92509

Mr. John Schatz
P.O.Box 7775 .
Laguna Niguel, CA 92607-7775

Covington & Crowe LLP

1131 West Sixth Street, Suite 300
P.0.Box 1515

Ontario, CA 91762

Attention: Robert Dougherty

Jackson DeMarco & Peckenpaugh
4 Park Plaza, Suite 1600

Irvine, CA 92614

Attention; Michele Staples

City of Chino Hills

Burke Williams & Sorenson
3403 Tenth Street, Suite 300
Riverside, CA 92501
Attention: Geralyn Skapik

City of Chino — City Attomey
El Central Real Plaza

12616 Central Avenue .
Chino, CA 91710

Attention: Jim Ericksen

City of Norco — City Attorney
2870 Clark Avenue

P.O. Box 428

Norco, CA 92860-0428



Stradling Yocca Carison & Rauth
660 Newport Center Drive
Newport Beach, CA 92660
Attention: Douglas S. Brown

or to such other address as either Party may from time to time specify in writing to the other Party,
Any notice shall be deemed delivered when actually delivered, if such delivery is in person, upon
deposit with the 1.S. Postal Service, if such delivery 15 by certified mail, upon deposit with the
overnight courier service, if such delivery is by an overnight courier service, and upon {ransmission,
if such delivery is by telefacsimile or telecopy.

(b) Brokers and Finders. FEach Party represents and warrants to the other that no
broker or finder was instrumental in arranging or bringing about this transaction and that there are no
claims or rights for brokerage commissions or finder’s fees in connection with the transactions
contemplated by this Agreement. In the event that any other broker or finder perfects a claim for
commission or finder’s fee based upon such contact, dealings or communication, the Party through
whom such other broker or finder makes a claini shall indemnify, save harmless and defend the other
Party from said claim and all costs and expenses (including reasonable attorneys’ fees) incurred by
the other Party in defending against the same. The provisions of this section shall survive the
Closing.

(c) Successors and Assigns. This Agreement shall be binding upon, and inure to
the benefit of, the Parties hereto and their respective successors, heirs, administrators and assigns.

(d) Amendments. Except as otherwise provided herein, this Agreement may be
amended or modified only by a wiitten instrument executed by Seller and Buyer.

(e) - Deadiines on Non-Business Days. In the event any deadline specified herein
falls on a day which is not a regular business day, then the deadline shall be extended to the end of
the next following reguiar business day.

(1) Continuation and Survival of Representations and Warranties. All
representations and warranties by the respective Parties contained herein or made in writing pursuant
to this Agreement are intended to and shall remain true and correct as of the time of Closing, shall be
deemed to be material, and, together with all conditions, covenants and indemnities made by the
respective Parties contained herein or made in writing pursuant o this Agreement {except as
otherwise expressly limited or expanded by the terms of this Agreement), shall survive the execution
and delivery of this Agreement and the Closing, or, to the extent the context requires, beyond any
termination of this Agreement,

g) GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY
AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF CALIFORNIA.

(h) Relationship of Apreement and Qther Documents. This Agreement is
intended to satisty the obligations of the Parties under Section 2(a)(i), Section 2(b)(i) through (i),
Section 2(b)(vi) and (vii), Section 3, Section 4(a), Section 5(a) and Section 5(c) of the Term Sheet
relating to the Property executed by Western Municipal Water District of Riverside County, Inland
Empire Utilities Agency, Orange County Water District, the cities of Chino, Chino Hills, Nerco and
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Ontario, Jurupa Community Services District, the Santa Ana River Water Company and the State of
Califomnia.

(i) Enforcement. Ifeither Party hereto fails to perform any of its obligations
under this Agreement or if a dispute arises between the Parties hereto conceming the meaning ot
interpretation of any provision of this Agreement, such dispute shal} first be submitted to non-binding
mediation by a mediator mutually acceptable to the Parties hereto. Each Party shall bear such Party’s
own costs and expenses for such mediation, including attorney’s fees and expenses. If such
mediation fails to £ result in a reselution of such dispute, then either Party may file legal action in
the Superior Court of San Bemardino County. Each Party shall bear such Party’s own costs and
expenses, including attorneys’ fees and expenses incurred by such Party in connection with such
legal action. 2 In such connection, each Party 2 herebv waives, to the fullest exient permitted by

law, £ a jury frial with respect to anv legal action br der this Agreement 2,
, P gr
) Time of the Essence. Time 15 of the essence of this Agreement.

9 Counterparts. This Agreement may be signed in counterparts and all
counterparts so executed shall constitute one contract, binding on all Parties hereto, even though all
Parties are not signatory to the same counterpart.

14
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IN WITNESS WHEREOF, the Parties hereto have executed this Agreement as of the date

first above written.
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Buver:

Seller:

CHINO BASIN DESALTER AUTHORITY,
a joint exercise of powers agency

By:

Its:

SANTA ANA WATERSHED PROJECT
AUTHORITY, a joint exercise of powers agency

By:

Tts:




Title Company agrees to act as escrow holder in accordance with the terms of this Agreement, to act
as the Reporting Person {as such term is defined in this Agreement) and to execute the Escrow

- Apgreement. :

CHICAGO TITLE COMPANY

By:

Tts:

Dated:

16
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Exhibit A-1
Exhibit A-2
Exhibit B
Exhibit C
Exhibit D
Exhibit E
Exhibit F

Exhibit G

Exhibit H
Exhibit 1
Exhibit J
Exhibit K
Exhibit L
Exhibit M

Exhibit N
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LIST OF EXHIBITS

Description of Real Property - Fee Interests
Description of Real Property — Leasehold Interests
Descriplion of Included Personal Property

Off Site Property

Contractors, Subcontractors and Consultant Warranties
Grant Deed

‘Warranty Bill of Sale

Assignment of Service Contracts, Warranties and Guaranties and Other
Intangible Property

Due Diligence Items

Certificate of Transferor Other Than an Individual (FIRPTA Affidavit)
Litigation, Threatened Litigation and Known or Threatened Claims
Purchase Price

Outstanding Contracts

Form of MWD Assignment

Form of Airport Lease Assignment



EXHIBIT A-]

DESCRIPTION OF REAL PROPERTY — FEE INTERESTS

[FROM IC]

A-1-1
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EXHIBIT A-2

DESCRIPTION OF REAL PROPERTY — LEASEHOLD INTERESTS

[FROM IC]
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EXHIBIT B

DESCRIPTION OF INCLUDED PERSONAL PROPERTY

[FROM JCSD]

B-1
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EXHIBIT C

OFF SITE PROPERTY

The Offsite Property includes separate tadio telemetry links with each of the end users. The
radio telemetry link with the city of Chino Hills operates in the 400 MI1z range; where as the radio
telemetry links for the city of Chino and the Jurupa Community Services District operate in the 800
MHz range. The city of Chino and city of Chino Hills radio telemetry links are approximateiy 3.0
and 1.5 miles, respectively, The Jurupa Community Services District radio telemetry link is
approximately 7.5 miles. The telemetry lnks are used to transmit treatment system operatjon status
information and alarms to each end user specific to their system operational needs, and to provide an
emergency shutdown capability if abnormal operating conditions are experienced in their distribution
system,.

The groundwater production well startup flows are bypassed to an equalization basin located
at the membrane treatment system site. The basin has a storage capacity of approximately 0.8
million gallons. The stored well startup water is pumped from the equalization basin to the brine
discharge pipeline for disposal.

The membrane treatment system ancillary facilities include disinfection of blended treated
water, a 0.75 million gallon on-site treated water clearwell and separate treated water booster pump
stations for each of the end users. The treated water entering the clearwell is disinfected with sodium
hypochlorite. The capacity of the clearwell was established to provide a minimum disinfectant
contact time comparable with that required for surface water supplies, based on California
Department of Health Services concems for potential pathogen contamination of the groundwater
source, and their concurrence for the worst case scenario for the pending Groundwater Disinfection
Rule. The final treated water delivered to the end users can be chlorinated or chloraminated water. -
Provisions have been included in the design of the project disinfection systemn to allow the addition
of aqua ammonia and sodium hypochlorite to the discharge side of the treated water puimnp station
pumps for those end users desiring chioraminated water.

The Offsite Property also includes: eleven groundwater production wells and wellhead
tacilities; 29,000 feet of extracted groundwater PVC pipelines, ranging in size from 12-inches to 30-
inches in diameter, from the wells to the membrane treatment system site; 6,500 feet of 27-inch and
30-inch vitrified clay brine disposal pipeline from the membrane treatment system site to a Jocal
regional industrial waste sewer; 96,000 feet of 16-inch and 24-inch cement mortar lined and coated
steel treated water deiivery pipelines from the membrane treatment system site to the two citics and
one water agency that will purchase the project's treated water. The project also includes the
construction of one 5 million gallon steel tank reservoir at the poinl-of-delivery to the Jurupa
Community Services District distribution system, and one 3 million gallon storage reservoir and a
booster pump station at the point-of-delivery to the city of Chino distribution system. The remote
booster pump station for the city of Chino is needed to pumnp the water into their Jower pressure zone.

C-1
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EXHIBIT D

CONTRACTORS. SUBCONTRACTORS AND CONSULTANT WARRANTIES

1. Warranty on the Construction Contract for the Chino Basin Desalination,
Program City of Chino Offsite Facilities
[Cenko, Inc. dba McGrand & Associates
1025 Calimesa Blvd., Suite 4
Calimesa, California 92320

2. Warranty on the Construction Contract for the Chino Basin Desalination,
Program On-Site Treatment System Facilities
C.W. Roen Construction Company
40 Oak Court
P.O.Box 4
Danville, California 94526

3. County of San Bemardino Standard Airport Lease Agreement and Amendments thereto
4, Assignment of Rights, Delegation of Duties and First Amendment to Joint Participation
Apreement

5. Letter from Hydranautics, including Membrane Element Warranty No, SAWI4300

6. Warranty from E.G. Meyers
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GRANT DEED

[FROM TITLE OFFICER]

E-1
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EXHIBIT E

WARRANTY BILL OF SALE

For good and valuable consideration the receipt of which is hereby acknowledged, SANTA
ANA WATERSHED PROJECT AUTHORITY, a joint exercise of powers agency (“Seller”), does
hereby sell, transfer, and convey to the CHINO BASIN DESALTER AUTHORITY, a joint exercise
of powers agency (“Buyer™), ail personal property owned by Seller and located on or in or used in
connection with the Real Property and improvements (as such terms are defined in that certain
Facilities Acquisition Agreement dated as of , 2002, between Seller and Buyer,
inctuding, without limitation, those items described in Schedule 1 attached hereto.

Seller does hereby represent to Buyer that Seller is the lawful owner of such personat
property, that to the Sellers actual knowledge such personal property is free and clear of all
encumbrances, and that Seller has good right to sell the same as aforesaid and will warrant and
defend the title thereto unto Buyer, its successors and assigns, against the claims and demands of all
persons whomsoever,

DATED this day of , 2002,

Seller: SANTA ANA WATERSHED PROJECT
AUTHORITY,
a joint exercise of powers agency

By:

Its:

DOCSOC3608062v14\24472% 0003



Schedule 1 to
Warrantv Bili of Sale

[JCSD TO PROVIDE]

SCHEDULE 1 TO EXHIBIT F
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EXHIBIT G

ASSIGNMENT OF SERVICE CONTRACTS,
WARRANTIES AND GUARANTIES
AND OTHER INTANGIBLE PROPERTY

THIS ASSIGNMENT (“Assignment”) is made and entered into as of this day of
, 2002, by SANTA ANA WATERSHED PROJECT AUTHORITY, a joint exercise of
powers agency (“Assignor”), to CHINO BASIN DESALTER AUTHORITY, a joint exercise of
powers agency (“Assignee”).

FOR GOOD AND VALUABLE CONSIDERATION, the receipt of which is hereby
acknowledged, effective as of the Effective Date (as defined below), Assignor hereby assigns and
transfers unto Assignee all of its right, title, claim and interest in and under:

(a) all warranties and guaranties made by or received from any third party with
respect to that certain real property described in Schedule 1 aitached hereto (the “Property™), any
building, building component, structure, fixture, machinery, equipment, or material situated on,
contained in any building or other improvement situated on, or comprising a part of any building or
other improvement situated on, any part of the Property including, without limitation, those
warranties and guaranties listed in Schedule [ attached hereto (collectively, “Warranties™);

(b) all of the Service Contracts listed in Schedule 1 attached hereto; and
(©) any Intangible Property (as defined in that certain Facilities Acquisition
Agreement (the “Aoreement™) dated as of January 15, 2002 between Assignor and Assignee).

ASSIGNOR AND ASSIGNEE FURTHER HEREBY AGREE AND COVENANT AS FOLLOWS:

1. Except as otherwise set forth in the Facilities Acquisition Agreement, effective as of
the Effective Date, Assignee hereby assumes all of the owner’s obligations under the Service
Contracts and aprees to indemnify Assignor against and hold Assignor harmless [rom any and all cost,
liability, loss, damage or expense.

2. If etther Party hereto fails to perform any of its obligations under this Assignment or
if a dispute arises between the Parties hereto concerning the meaning or interpretation of any

provision of this Assignment, such dispute shall 2 be resolved in aceordance with Section 17(D of
the Asreement,

-

3. This Assipnment shall be binding on and inure to the benefit of the Parties hereto,
their heirs, executors, administrators, successors in interest and assigns.

4, This Assignment shall be governed by and construed and in accordance with the laws
of the State of California.

5. For purposes of this Assignment, the “Effective Date” shall be the date of the Closing
(as defined in the Facilities Acquisition Agreement).

DOCSOCA\608062vi4\24429.0003



6. Assienor shall cooperate with the Assienee to acquire any consentswhich mav
ffect the assi ent and transfer of the Warranties.
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TN WITNESS WHEREOF, Assignor and Assignee have executed this Assignment the day

and year first above written.

DOCSOC\S60862v 1724429.0003

ASSIGNOR: SANTA ANA WATERSHED PROJECT

ASSIGNEE:

AUTHORITY
a joint exercise of powers agency

By

Tts:

CHINO BASIN DESALTER AUTLIORITY,
a joint exercise of powers agency

By:

' Its:
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Schedule | to
Assignment of Service
Contracts Warranties
and Guaranties and
QOther Intangible Property

C.W, Roen Contract including warranty on the Construction Contract for the Chino Basin
Desalination, Program On-Site Treatment System Facilities™®

Kenko Contract including warranty on the Construction Contract for the Chino Basin
Desalination, Program City of Chine Offsite Facilities™

Letter from Hydranautics, including Membrane Element Warranty No. SAWI4300

Agreement for Transfer of SARI Pipeline Capacity from Santa Ana Watershed Project
Authority to Chino Basin Desalter Authonty

Agreement for Transfers of SARI System Treatment Disposal Capacity from Santa Ana
Watershed Project Authority to Chino Basin Desalter Authority

RBF Consulting Design Contract
County of San Bernardino Standard Airport Lease Agreement and Amendments thereto

Assignment of Rights, Delegation of Duties and First Amendment to Joint Participation
Agreement

Warranty from E.G. Meyers

* Notice of completion has been tiled.

SCHEDULE 1 TO EXHIBIT G

DOCSOC\E60862v1 41244290003




w2

EXHIBITH

DUE DILIGENCE ITEMS

Nates or written agreements affecting the Property, including all rental agreements.

All plat maps, surveys, construction plans and any other pians or documentation relating to
the Property.

All inspection reports, letters, test results, advisories and/or similar documents that pertain to
the Property, including, without imitation, written inspection reports, soils and engineenng
reports, Phase T and Phase I1 reports, documentation regarding the existence or nonexistence
of asbestos, PCB’s or other Hazardous Materials.

Information regarding any underground storage tanks in, on, or about the Property.

Copies of invoices for the preceding six months relating to the operation and maintenance of
the Property.

The most recent Fire Department inspection report.

Written releases or other docwments relating to third party claims settied prior to the Closing
Date or remaining unsettled at Closing Date.
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EXHIBITI

CERTIFICATE OF TRANSFEROR
OTHER THAN AN INDIVIDUAL
(FIRPTA Affidavit)

Section 1445 of the Intemal Revenue Code provides that a transferee of a U.S. real property
interest must withhold tax if the transferor is a foreign person, To inform CHINO BASIN
DESALTER AUTHORITY, a joint exercise of powers agency, the transferee of certain real property
located in , that withholding of tax is not required upon the disposition of
such U.S. real property interest by SANTA ANA WATERSHED PROJECT AUTHORITY, a joint
exercise of powers agency (“Transferor”), the undersigned hereby certifies the following on behalf of
Transferor:

1. Transferor is not a foreign corporation, foreign partnership, foreign trust, or foreign
estate (as those terms are defined in the Internal Revenue Code and Income Tax Regulations);

2. Transferor’s U.S. employer identification number is ; and
pioy

3. Transferor’s office address is

Transferor understands that this certification may be disclosed to the Internal Revenue
Service by the transferee and that any false statement contained herein could be punished by fine,
imprisonment, or both.

Under penalty of perjury, I declare that T have examined this certificate and to the best of my
knowledpe and belief it is true, correct and complete, and [ further declare that T have authority to
sign this document on behalf of Transferor.

Dated: 2002,
SANTA ANA WATERSHED PROJECT AUTHORITY,
a joint exercise of powers agency

By:
Its:




EXHIBIT I

LITIGATION. THREATENED LITIGATION AND KNOWN OR THREATENED CILAIMS

[ATTACH SPREADSHEET FROM DAVE WYSOCKI)]
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EXHIBITK

PURCHASE PRICE

Acquisition Price

Payoff of CBRFA Bonds (Net of CBRFA £
funds on hand and subject to Section 5 of
the Facilifies Acquisition Agreement)

SAWPA Related Project Costs

K-1



OUTSTANDING CONTRACTS

C.W. Roen Contract including warranty on the Construction Contract for the Chino Basin
Desalination, Program On-Site Treatment System Facilities

Kenko Contract including warranty on the Construction Contract for the Chine Basin
Desalination, Program City of Chino Offsite Facilities

Letter from Hydranautics, including Membrane Element Warranty No. SAWI4300

Agreement for Transfer of SAR] Pipeline Capacity from Santa Ana Watershed Project Authority
to Chino Basin Desalter Authority

Agreement for Transfers of SARI System Treatment Disposal Capacity from Santa Ana
Watershed Project Authority to Chino Basin Desalter Authority

RBF Agreement for Services by Independent Contractor and Related Task Orders
Hargis Agreement for Services by Independent Contractor and Related Task Orders
County of San Bernardino Standard Airport Lease Agreement and Amendments thereto

Assignment of Rights, Delegation of Duties and First Amendment to Joint Participation
Agreement

Warranty from E.G. Meyers
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EXHIBIT M

FORM OF MWD ASSIGNMENT
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EXHIBIT N

FORM OF AIRPORT LEASE ASSIGNMENT




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

PROOF OF SERVICE

| declare that:

I am employed in the County of San Bernarding, Caiifornia, 1 am 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 January 31, 2002, | served the document(s} identified betow

DATE OF HEARING: FEBRUARY 20, 2002 AT 11:00 A.M.

1. MOTION FOR A DECLARATION REGARDING DISCHARGE OF OBLIGATIONS UNDER ARTICLE
Vil OF THE PEACE AGREEMENT

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 lisis.

See altached Service Lists
Alforney Service List
Mailing List 1

i deciare under penalty of perjury that the foregoing is true and correct and that this declaration was
executed at Rancho Cucamonga, California, on January 31, 2002,

,ﬁ\

: o . . ‘-fj;.' i P Y
T O O L bl ‘\?L

Michelie Lauffer
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MAILING LIST 1
UPDATED 10/16/01

AW ARAIZA

WEST SAN BERN CWD
P.O,BOX 920

RIALTO CA 92376-0920

DAN ARRIGH1

SAN GABRIEL VALLEY WATER CO
P.0. BOX 6010

EL MONTE CA 81734-2010

VIC BARRION

RELIANT ENERGY ETIWANDA
8996 ETIWANDA AVE
ETIWANDA CA 81739

GERALD BLACK

FONTANA UNION WATER CO
P.O.BOX 308

FONTANA CA 92334

FRANK BROMMENSCHENKEL
134 DAVIS ST
SANTA PAULA CA 93060

TERRY CATLIN
CBWHM BOARD
2344 WY CT
UPLAND CA 91784

STEVE CORTNER

VULCAN MATERIALS COMPANY
P.0. BOX 39756

LOS ANGELES CA 380039

DAVE CROSLEY

CITY OF CHINO

5050 SCHAEFER AVE
CHINO CA 91710-5549

ROBERT DELOACH
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RANCHO CUCA CA 91729-0638

CURTIS AARON

CITY OF FONTANA
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CBWM BOARD
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KEITH BELAND

STATE OF CALIFORNIA CDC
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THE DOLPHIN GROUP
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JIM BRYSOM

FONTANA WATER COMPANY
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IEUA
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CBWM BOARD (TVMWD)
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BILL DENDY & ASSOCIATES
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RICHARD ANDERSON
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25864BUSINESS CENTER DR K
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ROBERT BOWCOCK
VULCAN MATERIALS
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BRUCE CASH
UNITED WATER MGMT CO INC

1905 BUSINESS CENTER DR STE 100

SAN BERNARDINO CA 92408

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

RON CRAIG
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14725 ALTON PKWY
IRVINE CA 92718

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

GREG DEVEREAUX
CiTY OF ONTARIO
303 E"B" ST
ONTARIO CA 391784



DOUG DRURY

IUEA

P.O. BOX 697

RANCHO CUCAMONGA CA 91730
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ONTARIO CA 91764
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ONTARIO CA 91764
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OCWD GENERAL COUNSEL
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CORONA CA 91718
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MONTE VISTA WATER DISTRICT
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MONTCLAIR CA 91763-0071



MARK KINSEY

MONTE VISTA IRRIGATION CO
10575 CENTRAL AVE
MONTCLAIR CA 91763
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METROPOLITAN WATER DISTRICT
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LOS ANGELES CA 90054-0153

FRED LANTZ
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ONTARIO CA 91761
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RWQCB - SANTA ANA REGION
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ARNOLD RODRIGUEZ

SANTA ANA RIVER WATER CO
10530 54TH 5T

MIRA LOMA CA 91752-2331

GENE KOOPMAN
13898 ARCHIBALD AVE
ONTARIO CA 91761-7979

RITA KURTH

CUCAMONGA COUNTY WATER DISTRICT

P.0. BOX 638

RANCHO CUCAMONGA CA 917290638

PAUL LEON

CBWM BOARD/ALTERNATE
303 EBST

ONTARIO CA a1764

ALAN MARKS
CTY OF SAN BERN CTY CNSL
157 W 5TH ST
SAN BERNARDINO CA 924145

BILL MILLS

ORANGE COUNTY WATER DIST
P.0. BOX 8300

FTN VALLEY CA 92728-8300

CHRIS NAGLER

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

SANDY OLSON

WALNUT VALLEY WATER DISTRICT
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WALNUT CA 91789

JEFF PIERSON
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CALIFCRNIA SPEEDWAY
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FONTANA CA 92334.3300

PATRICK SAMPSON
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KRONICK ET AL

KRONICK MOSKOVITZ TIEDEMANN &
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SACRAMENTO CA 95814-4417

RONALD LA BRUCHERIE
12953 5 BAKER AVE
ONTARIC CA B51761-73903

CARLOS LOZANO
STATE OF CA YTS
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CHINO Ca 91710

MIKE MCGRAW

CBWM BOARD

P.0. BOX 987

FONTANA CA 92334.0987

ERIC MILLS

CITY OF POMONA

148 N HUNTINGTON ST
POMONA CA 91768
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CBWM BOARD/ALTERNATE
P.O. BOX 6010

EL MONTE CA 91734-2010
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CHINO CA 91710-9242
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770 FAIRMONT AVE
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WOODLAND CA 95695
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UPLAND CA 91786
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MARYGOLD MUTUAL WATER CO
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WEST COVINA CA 91791

SWRCB
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SPACE CENTER MIRA LOMA INC
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OFFICE OF THE ATTORNEY GENERAL
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MARK WARD

AMERON INTERNATIONAL
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FONTANA CA 92335-6980

MARK WILDERMUTH

WILDERMUTH ENVIRONMENTAL INC
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SAN CLEMENTE CA 92672

JOE SCHENK

CITY OF NCRCO
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NORCC CA 91760-0428

DAVID SCRIVEN

KRIEGER & STEWART ENGINEERING
3602 UNIVERSITY AVE '
RIVERSIDE CA 92501

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
SANTA ANA CA 82705

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
COSTAMESA CA 92626

GEOFFREY VANDEN HEUVEL
CBWM BOARD

7551 KINBALL AVE

CHINO CA 91710

RAY WELLINGTON

SAN ANTONIO WATER COMPANY
139 N EUCLID AVE

UPLAND CA 91786-6036

DENNIS YATES

CBWHM BOARD
F.O.BOX 667

CHINO CA 91708-0667

DONALD SCHROEDER
CBWM BOARD -

3700 MINTERN
RIVERSIDE CA 92509

MICHAEL SMITH

NICHOLS STEAD BOILEAU & KOSTOF|:
223 W FOOTHILL BLVD #200
CLAREMONT CA 91711.-2708

NELL SOTO

STATE CAPITOL

ROOM NO 4066
SACRAMENTO CA 95814

L HAIT

STERN & GOLDBERG

9150 WILSHIRE BLVD STE 100
BEVERLY HILLS CA 980210

JERRY THIBEAULT

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

R.E. THRASH il
PRAXAIR

5705 AIRPORT DR
ONTARIO CA 391761

ERICK VAUGHHN

ANGELICA RENTAL SERVICE
1575 N CASE 5T

ORANGE CA 92867-3635

MICHAEL WHITEHEAD
SAN GABRIEL VALLEY WC
P.0. BOX §010

EL MONTE CA 91734





