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Attorneys for CHINO BASIN WATERMASTER sv- / --- 0 Deputy 

SUPERIOR COURT OF THE STATE OF CALIFORNIA 

COUNTY OF SAN BERNARDINO - RANCHO CUCAMONGA DIVISION 

CHINO BASIN MUNICIPAL WATER DISTRICT,) 
) 

Plaintiff, ) 

V. ) 
) 
) 

THE CITY OF CHINO, 
� 

Defendants. ) 

-------------------

CASE NO. RCV 51010 

Judge: Honorable J. MICHAEL GUNN 

MOTION FOR APPROVAL OF 
RECHARGE FACILITIES 
FINANCING AGREEMENT 

Hearing Date: July 8, 2002 
Hearing Time: I :30 pm 
Dept: 8 

The Chino Basin Waterrnasterhas embarked upon an ambitious effort to implement the 

physical solution mandated by the stipulated judgment entered in Chino Basin Municipal Water 

District v. City of Chino, San Bernardino Superior Court Case No. 51010. This effort is lmown as 

the Optimum Basin Management Program ("OBM.P"). A unique opportunity has arisen that will 

enable the utilization of significant funds from Proposition 13 ( also !mown as the Water Bond) to 

fund the implementation of a portion of the OBM.P to the benefit of all of the parties to the 

Judgment. In order to utilize these funds, Waterrnaster would like to enter into an agreement, 

known as the Recharge Facilities Financing Agreement, a true and correct copy of which is 

attached here as Exhibit "A." Watermaster thus comes before the Court to respectfully request 

approval of the Recharge Facilities Financing Agreement. 
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1 

2 

3 A. 

I. 

INTRODUCTION 

OPTIMUM BASIN MANAGEMENT PROGRAM: PROGRAM ELEl\!IENT 

4 2 IMPLEMENTATION SCHEDULE 

5 Program Element 2 ("PE2") of the Optimum Basin Management Program 

6 Implementation Plan ("OBMP Implementation Plan") describes measures that will be taken to 

7 enhance and protect the Safe Yield of the Chino Basin through the development of physical 

8 recharge capacity in the Basin. The OBMP Implementation Plan contemplates the development 

9 of capacity to recharge stonn water, imported water and recycled water. 

10 A first draft of specific recharge improvement projects was provided in Table 1 of the 

11 OBMP Implementation Plan. These measures were subsequently refined and described with 

12 more particularity in the Recharge Master Plan Phase II Report ("Recharge Master Plan") which 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

was completed by Watennaster in August of 2001. 

PE2 contemplated the implementation of the elements of the Implementation Plan and 

Recharge Master Plan over a period of many years. According to the PE2 implementation 

schedule, implementation during the first three years was anticipated to consist only of: 

(I) the fonnation of an ad hoc committee to coordinate with the Chino Basin Water 

Conservation District ("CBWCD") and the San Bernardino County Flood Control 

District ("SBCFCD"); 

(2) 

(3) 

(4) 

implementation of all high priority recharge projects that involve only reoperation 

of existing recharge/flood control facilities; 

completion of the Recharge Master Plan; and 

completion of design and construction of early action recharge projects (ie., those 

24 projects listed with an "A" priority on Table 1. 

25 (OBMP Implementation Plan, p.22.) 

26 After the first three years, the OBMP hnplementation Plan specifies that the following 

27 activities will take place: 

28 
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1 

2 

3 

4 

5 

( 1 )  

(2) 

(3 ) 

implementation of all high priority projects that involve construction and re

operation at existing facilities by year five ; 

implementation of all other recharge projects based on need and available 

resources; and 

update of the comprehensive recharge program every five years. 

6 (OBMP Implementation Plan, p.23.)  

7 B.  PROPOSITION 13 FUNDING 

8 As described in the Declaration of Michael T. Fife which is attached to this pleading as 

9 Exhibit "B," implementation of the Recharge Master Plan was submitted for funding under 

1 0  Proposition 1 3  by the Santa Ana Watershed Project Authority to the State Water Resources 

1 1  Control Board ("SWRCB") . Funding for this Project was approved by the SWRCB in the 

1 2  amow1t o f  $ 1 9,000,000. In order to take advantage o f  the availability o f  Proposition 1 3  funds, 

1 3  and in order to more expeditiously implement this critical element o f  the OBMP, the parties 

14  decided to  accelerate the implementation schedule and implement the elements of PE2 described 

1 5  above immediately. 

16  Doing so  has necessitated a strong show of financial commitment to  the OBMP by the 

1 7  Appropriative and Non-Agricultural Pools, since the utilization o f  Proposition 1 3  funds demands 

1 8  that local entities match funds received through Proposition 1 3  with a 50% Local Share. 

1 9  The Inland Empire Utilities Agency ("IEUA"), through its financing arm known as the 

20 Chino Basin Regional Financing Authority ("Authority"), has agreed to provide the funding for 

2 1  the Local Share through the issuance o f  variable rate bonds. The Authority will then recover this 

22 expense from both Watermaster and IEUA. Watermaster' s financial commitment in this regard is 

23 described by the attached Recharge Facilities Financing Agreement. 

24 C. RECHARGE FACILITIES FINANCING AGREEMENT 

25 Generally, the Recharge Facilities Financing Agreement provides that the Authority will 

26  issue bonds in  the amount of approximately $20,000,000 for the purpose of providing the Local 

27 Share of the funding for the implementation of the Recharge Master Plan. Through a separate 

28  
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1 agreement, IEUA has agreed to assume the debt service and other associated costs ( called in the 

2 Agreement, "Fixed Project Costs") for one-half of the bond issuance (approximately 

3 $ 1 0,000,000). The Authority will then charge Watennaster an amount which will be computed as 

4 the amount necessary in order to pay the other one"half of the Fixed Project costs. 

5 Specifically, the Authority is a joint exercise of powers authority composed of IEUA and 

6 the Cucamonga County Water District. The Authority will issue vruiable rate bonds in the middle 

7 of July whose purpose is to fimd a vruiety ofIEUA projects. A portion of these bonds, 

8 approximately $20,000,000 worth, are intended to be used to fund the Local Share of the 

9 implementation of the Recharge Master Plan. Through the Agreement, Watennaster agrees to 

1 0  pay one-half o f  the "Fixed Project Costs" on this bond issue. (Agreement § 5 (f)(i).) Through a 

1 1  separate agreement with the Authority, IEUA has agreed to pay the other half of the Fixed 

12  Project Costs. The fixed Project Costs consists of  payments of  the debt service on the bonds and 

1 3  payments to create and maintain appropriate reserves both for the repair and maintenance of the 
i5 

� � :;: 14  facilities as  well as for the payments due under the Agreement. (Agreement § 1 .) Interest earned 
p., � cJ 
i:::i 'E if 1 5  on these reserves will be credited pro rata toward Watennaster' s obligations under the 
� u .s 

ii; :; 

� � '; 16 Agreement. (Agreement § 5(e)(ii).) 
< ,?] ::c: 1 7  Under the Agreement, Watermaster will make payments to the Authority by July 1 5  of 

18 each year. (Agreement § 5(f)(i) .) The Authority commits to provide a budget to Watermaster 

1 9  which explains the charges that it will be paying, and also agrees to account for all of the money 

20 paid to it by Watennaster. (Agreement §§ S (f)(ii), 6, 9(a).) The Authority also covenants that all 

2 1  payments made by W atermaster will b e  used only for purposes related to the redemption o f  the 

22 bonds and that all bond money will be used only for the purpose of either funding the Local 

23 Share or to redeem the bonds . (Agreement § §  3, 9(c) . ) Correspondingly, Watennaster agrees to 

24 provide for the payments under the Agreement in its annual budget, and to levy an OBMP 

25 assessment that is sufficient to pay its obligations under the Agreement. (Agreement § 8(a)-(b).) 

26 Since the Authority is a funding entity only, it does not have any responsibility or role 

27 with regard to the implementation of the Proj ect. Implementation of the Project instead will be 

28 
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1 effectively controlled by Watennaster. For example, preliminary design work of the facilities is 

2 being perfom1ed by Black & Veatch under the direct supervision of Watennaster, and each of the 

3 Basin entities is closely appraised of the progress of this work and is providing regular input. If 

4 there are any material changes to the Proj ect as previously presented to the Court, then 

5 Watermaster would return to the Court for supplemental review of those changes. Watennaster is 

6 currently in the process of negotiating operations agreements with each of lEUA, the SBCFCD 

7 and the CBWCD to ensure that operations at the basins owned by each of these entities will be 

8 conducted in a manner consistent with implementation of the Recharge Master Plan. The basin 

9 water users and Watermaster are thus protected with regard to the implementation of the Project 

1 0  because in a very real sense they themselves are implementing it. 

1 1  Under the Agreement, the Authority covenants that bond monies may only be used to pay 

12 for costs associated with the Project or to redeem the bonds .  (Agreement §§  3 ,  9(c).) Since 

1 3  Watennaster will control the implementation o f  the Project, it will b e  able to control what costs 

1 4  are incurred as part o f  the Project. In this way Watermaster will b e  able to ensure that the bond 

1 5  money is disbursed as intended by the parties. 

1 6  The Agreement describes the amount to b e  paid by Watermaster to the Authority as an 

1 7  "operations fee" that is based on Watermaster' s  utilization of the improvements that will be 

1 8  financed through the bond money and the matching Proposition 1 3  funds. (Agreement § 5(c).) 

1 9  This charge, however, i s  not meant to imply that operations and maintenance expenses for the 

20 facilities are to be paid through the bond issuance or the Proposition 1 3  funds. (Agreement § 3 .) 

2 1  Rather, operations and maintenance expenses at the facilities will b e  accounted for through 

22 separate agreements between Watennaster and the entities which own the specific facilities . 

23 On May 1 6, 2002 , the Agricultural Pool Committee unanimously recommended that 

24 Watermaster enterinto this Agreement with the Authority. The Appropriative Pool and the Non--: . 

25 Agricultural Pool also discussed the Agreement on this date, and then continued their discussion 

26 to a special meeting held on May 22, 2002 . At this meeting both Pools unanimously voted to 

27 recommend execution of the Agreement and also determined a methodology for distributing the 

28  
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1 costs under the Agreement amongst the parties in each Pool. On May 23 , 2002 the Advisory 

2 Committee also unanimously recommended to the Board that this Agreement be executed and 

3 submitted to the Court for approval . On that same day the Board unanimously directed staff and 

4 counsel to complete negotiation of the Agreement and to submit it to the Court for approval. 

5 II. 

6 REQUEST FOR APPROVAL OF THE RECHARGE FACILITIES FINANCING 

7 AGREEMENT 

8 Under the Judgment, any party, or the Watennaster itself, may apply to the Court for 

9 review of any of Watermaster' s actions, decisions or rules. (Judgment 1 3 1 .) In addition, the 

1 0  Judgment specifies that Watermaster may not contract with or purchase materials, supplies or 

1 1  services from the Chino Basin Municipal Water District (now IEUA) except upon the prior 

1 2  recommendation and approval o f  the Advisory Committee and pursuant to written order o f  the 

1 3  

1 4  

1 5  

1 6  

1 7  

Court. (Judgment il 25 .) Given the magnitude of the financial commitment entailed by the 

implementation of PE2, the parties believe that it would be most prudent to receive Court 

approval of the Recharge Facilities Financing Agreement. 

A. APPROVAL OF THE RECHARGE FACILITIES FINANCING 

AGREEMENT WILL PROVIDE BENEFITS TO THE CHINO BASIN AS 

1 8  A WHOLE 

1 9  Approval o f  the Agreement by the Court will allow for the implementation o f  the 

20 Recharge Master Plan in an expeditious manner. There are many benefits to the users of the 

2 1  Basin to implementing the Recharge Master Plan in this expeditious manner. 

22 First and foremost is the current availability of Proposition 13 funding. Proposition 1 3  

23 funding has been made available for this Proj ect in the amount of $ 1 9,000,000. There have been 

24 suggestions made that whatever portion of these funds are not spent at the end of three years will 

25 be reallocated by SA WP A to other projects in the Santa Ana Watershed. In addition, given the 

26 fiscal issues that exist cmTently in California, there is a risk associated with assuming that money 

27 held by the State now, will  still be available in years to come. It is therefore in the best financial 

28  
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1 interest of the Basin as a whole to implement as much of the Recharge Master Plan as will 

2 maximize the use of these available funds. 

3 

4 

5 

6 

7 

8 

9 

1 0  

1 1  

1 2  

1 3  

1 4  

1 5  

1 6  

1 7  

1 8  

1 9  

20 

21  

22 

23 

24 

25 

26 

27 

28 

Second, a large component of the Recharge Master Plan involves the redesign and 

reoperation of recharge facilities in order to better capture and recharge available storm flows and 

recycled water. Currently, water not recharged from these sources flows out of the Chino Basin 

and into the Santa Ana River. It is in the best interest of the management of the Basin as a whole 

to capture these flows in as expeditious a manner as possible. 

B.  THERE ARE NO LIMITATIONS ON WATERMASTER'S ABILITY TO 

ENTER INTO THE AGREEMENT IN THE JUDGMENT, THE PEACE 

AGREEMENT OR PRIOR ORDERS OF THE COURT 

Technically, the Agreement is between the Authority and Watermaster only and so does 

not implicate paragraph 25 of the Judgment. However, since IEUA has a significant role with 

regard to the operation of the Authority, it is prudent that the Court should consider this aspect of 

the Judgment when providing its approval of the Agreement. The Agreement was negotiated at 

arms-length between Watem1aster's  general counsel and bond counsel to the Authority and 

IEUA. No special consideration is given to IEUA in the Agreement, and the corresponding 

Agreement between IEUA and the Authority obligates IEUA to the same repayment terms as 

Watermaster. The Agreement was circulated to all of the Waterrnaster parties, and no party raised 

special concerns relating to paragraph 25 of the Judgment or to IEUA's involvement in the 

Agreement generally. Both the Advisory Committee and the Board voted unanimously to 

approve the Agreement. 

Except as described above, there are no limitations on Watermaster 's ability to enter into 

the Agreement contained in the Judgment, the Peace Agreement, or prior Orders of the Court. 

The Agreement, and the consequent implementation of the Recharge Master Plan, does not 

involve Watemrnster ownership of real property or substantial capital assets. (Judgment 'll 1 9.) 

The implementation of the Recharge Master Plan will primarily involve the construction at and 

reoperation of existing facilities . While it is not currently anticipated, if it becomes necessary to 
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1 acquire any real property interests such as easements, title to these interests will be vested in any 

2 of the numerous stakeholders who are authorized to hold title to real property interests. 

3 Furthermore, since the money will be borrowed by the Authority, the Judgment limitation 

4 on borrowing is not applicable. (Judgment 1 24.) In general, Watermaster has reserved its general 

5 discretion to set assessments at a level that is prudent under the Judgment but in a manner 

6 sufficient to pay its recharge expenses. Watermaster has also agreed and been directed by the 

7 Court to implement the OBMP and to seek Prop osition 1 3  funding. Through the Agreement, 

8 Watermaster does not borrow money, but instead only agrees to set assessments at a level that 

9 will be sufficient to pay for the implementation of PE2 in a manner that will allow for the use of 

1 0  Proposition 1 3  funding. 

1 1  Like the prohibition on the ownership of property, the prohibition on borrowing is 

1 2  designed to prevent Watermaster from assuming any long term commitments that may result in it 

1 3  having vested interests of its own that might interfere with its role in implementation of the 

1 4  physical solution under the Judgment for the benefit of the Basin as a whole. In those isolated 

1 5  instances where the best interests of the basin entail the acquisition o f  real property or the 

1 6  assumption of debt, Watermaster has been able to use arrangements that satisfy the needs o f  the 

1 7  Basin while remaining true to the tenns and intent o f  the Judgment. For example, with regard to 

1 8  the ownership of real property, Watermaster has in one instance util ized the concept of trust 

1 9  ownership with regard to the ownership of water rights . Watermaster currently holds two water 

20 rights and will soon be processing an Application for another water right, which rights will be 

2 1  held in trust for the parties to the Judgment. The Court has held that this arrangement does not 

22 violate the Judgment. Thus, while Watermaster will enjoy the use of the bond money, and 

23 ultimately will control the disposition of the money, the actual borrowing of the money will be 

. ... . . . .  24 accomplished by another entity. The terms and the intent ofthe Judgment will be met because 

25 ultimately the purchasers of the bonds will look to the Authority for repayment of the bond 

26 money. 

27 

28 

Next, since payments under the Agreement will be classified as OBMP assessments, they 
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1 will be considered administrative expenses under the Judgment paragraph 54. (Peace Agreement 

2 § 1 . 1  (cc) .) Paragraph 54 of the Judgment authorizes W atermaster to classify its expenses into two 

3 categories : general Watermaster administrative expenses and special proj ect expenses. As 

4 described in W:atermaster' s  Post Order Memorandum, dated October 26, 2000, Watermaster 

5 classifies most OBMP expenses as general administrative expenses because implementation of 

6 the OBiv1P is regarded as having a general benefit to all parties who produce water from the 

7 Basin. (Post Order Memorandum, pp . 1 2- 1 3 .) 

8 Finally, the limitation upon the duration of contracts that may be entered in to by the 

9 Watermaster that was contained in the Court's  1 998 Order creating the current nine-member 

1 0  Board (see 1 998  Order, p .7 ,  line 1 2), allowed that such contracts could b e  entered into with Court 

1 1  approval and was arguably lifted by the Court's subsequent Order of September 28, 2000 

1 2  extending the term o f  the nine-member Board. 

1 3 Watermaster therefore respectfully requests the Court to issue an order approving 

1 4  Watermaster' s decision to enter in to the Recharge Facilities Financing Agreementand directing 

1 5  Watermaster to proceed with implementation of PE2 in order to maximize its use o f  available 

1 6  Proposition 1 3  funds .  

1 7  

1 8  DATED: .::r.., ,
.., 

' , �Oo %.. 

1 9  

20 

2 1  

22 

23 

24 

25 

26 

27 

28 
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RECHARGE FACILITIES FINANCING AGREEMENT 

This Agreement, dated as of May 1 ,  2002, by and between the Chino Basin Regional 
Financing Authority (the "Authority"), a joint exercise of powers agency duly organized and existing 
pursuant to Article 1 ,  Chapter 5 ,  Division 7, Title 1 of the Government Code (the "Joint Powers 
Act"), commencing with Section 6500, and the Chino Basin Watermaster ("Watermaster"), created 
pursuant to the terms of the Judgment (as defined below). 

W1TNESSETH: 

WHEREAS, the Wate1master and certain other entities in the Chino Basin have entered into 
the Peace Agreement Chino Basin, dated June 29, 2000 (the "Peace Agreement") attached to which 
as Exhibit B is the Optimum Basin Management Program Implementation Plan ("OBMP 
Implementation Plan"); 

WHEREAS, pursuant to Program Element 2 of the OBMP Implementation Plan, 
Watermaster has agreed to develop and implement a comprehensive recharge program in order to 
enhance the water resources of the Chino Basin; 

WHEREAS, in August 2001 ,  Watennaster completed the Optimum Basin Management 
Program Recharge Master Plan Phase II Repoti ("Recharge Master Plan") which describes specific 
facilities improvements to be performed in furtherance of the goals of Program Element 2; 

WHEREAS, the Watermaster, IEUA, San Bernardino County Flood Control District and the 
Chino Basins Water Conservation District have previously entered into a Recharge Memorandum of 
Agreement which described several broad operational elements of the implementation of the 
Recharge Master Plan; 

WHEREAS, the State Water Resources Control Board ("SWRCB") has previously approved 
a grant request for $ 1 9,000,000 of Proposition 1 3  funding to be used to fund the implementation of 
the Recharge Master Plan; 

WHEREAS, in order to utilize these grant funds, a local share of the funding to implement 
the Recharge Master Plan must be provided; 

WHEREAS, the Authority has agreed to use its best efforts to issue bonds in an amount 
sufficient to pay the local share of the funding to implement the Recharge Master Plan; 

WHEREAS, the Authority and IEUA have entered into the 2002 Financing Agreement 
pursuant to which IEUA will pay one-half of the debt service on the bonds issued by the Authority to 
fund the Local Share of the recharge facilities improvements described in the Recharge Master Plan; 

WHEREAS, the Authority and Watermaster now wish to enter into this Agreement to 
provide for the payment to the Authority by Watermaster of an operating fee that will be of sufficient 
amount to pay the remaining one-half of the debt service of the bonds issued by the Authority to fund 
the Local Share of the recharge facilities improvements described in the Recharge Master Plan; 

NOW THEREFORE, the parties hereto do agree as follows: 
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Section 1 .  Definitions. 

The following terms shall, for all purposes of this Agreement have the following meanings: 

"Agreement" shall mean this Recharge Facilities Financing Agreement, dated as of May I ,  
2002, by and between the Authority and Watermaster as the same may be amended and 
supplemented from time-to-time in accordance with the terms hereof. 

"Authority" shall have the meaning assigned thereto in the preamble hereto. 

"Authority Bonds" means bonds, notes or other evidences of indebtedness issued by or on 
behalf of the Authority to finance or refinance the Project. 

"Authority Fiscal Year" means the twelve month period commencing on July 1 of each 
calendar year and ending on the following June 30 or such other twelve month period which may be 
designated by the Authority as its fiscal year. 

"Bond Resolution" means the resolution or resolutions providing for the issuance of 
Authmity Bonds and the terms thereof, and any indenture or trust agreement related thereto. 

"Debt Service" means, as of the date of calculation and with respect to Authority Bonds, an 
amount equal to the sum of (i) interest payable during such Authmity Fiscal Year on Authority 
Bonds, except to the extent that such interest is to be paid from capitalized interest, (ii) that portion of 
principal of Authority Bonds payable during such Authority Fiscal Year, (iii) amounts necessary to 
replenish any reserve fund created pursuant to a Bond Resolution, and (iv) all letters of credit, 
remarketing and other financing costs payable on a periodic basis. Such interest, principal and 
financing costs for Authority Bonds shall be calculated on the assumption that no Authority Bonds 
outstanding at the date ofcalculation will cease to be outstanding except by reason of the payment of 
principal on the due date thereof; 

provided further that, as to any such Authority Bonds bearing or comprising interest at other 
than a fixed rate, the rate of interest used to calculate Debt Service shall be one hundred ten percent 
( 1 1 0%) of the greater of (a) the daily average interest rate on such Authority Bonds during the twelve 
( 12) calendar months preceding the date of calculation ( or the portion of the then current Authority 
Fiscal Year that such Authority Bonds have borne interest) or (b) the most recent effective interest 
rate on such Authority Bonds prior to the date of calculation; and 

provided further that, as to any such Authority Bonds or portions thereof bearing no interest 
but which are sold at a discount and which discount accretes with respect to such Authority Bonds or 
portions thereof, such accreted discount shall be treated as interest in the calculation of Debt Service; 
and 

provided further that the amount on deposit in a debt service reserve fund on any date of 
calculation of Debt Service shall be deducted from the amount of principal due at the final maturity 
of the Authority Bonds for which such debt service reserve fund was established and in each 
preceding Authority Fiscal Year until such amount is exhausted. 

"Fixed Project Costs" means that portion of the capital costs of the Project not funded by 
Proposition 1 3  grant funding, also known as the Local Share of such capital costs, including (i) Debt 
Service on the bonds issued by the Authmity to fund the Local Share, (ii) reserves for repair and 
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replacement and improvement to the Project and (iii) reserves for payment of Debt Service on the 
bonds issued by the Authority to fund the Local Share. 

"IEUA'' shall have the meaning ascribed thereto in the preamble hereto. 

"Independent Certified Public Accountant" means any firm of certified public accountants 
appointed by Watermaster, or the Authority, as the case may be, and each of whom is independent 
pursuant to the Statement on Auditing Standards No. 1 of the American Institute of Certified Public 
Accountants. 

"Joint Powers Agreement" means the Joint Exercise of Powers Agreement creating the Chino 
Basin Regional Financing Authority, as such agreement may be amended or supplemented from time 
to time. 

"Judgment" means: Judgment No. RCV 5 10 1 0  (previously No. 164327) of the Superior 
Court of the State of California for the County of San Bernardino, dated January 27, 1 978, in the 
action Chino Basin Municipal Water District v. City of Chino, et al., and any subsequent 
amendments thereto. 

"Local Share" means that portion of the capital costs of the Project not paid for by 
Proposition 1 3  grant funding, and to be financed by the Authority through the issuance of bonds. 

"OBMP Assessment" shall have the meaning ascribed thereto in Section !(cc) of the Peace 
Agreement. 

"Peace Agreement" shall have the meaning ascribed thereto in the preamble hereto. 

"Project" means certain recharge facilities improvements identified in the OBMP Recharge 
Master Plan Phase II Report. The Authority and Watermaster acknowledge that portions of the 
Project are currently being designed and that the definition of the Project may be revised from 
time-to-time without amendment to this Agreement. 

"Trustee" means the entity or entities designated by the Authority pursuant to any Bond 
Resolution to administer any funds or accounts required by such Bond Resolution or otherwise. 

"Watermaster" shall have the meaning assigned thereto in the preamble hereto. 

Section 2. Purpose: Financing and Construction. 

The purpose of this Agreement is for the Authority to provide for the financing of the Fixed 
Project Costs of the Project. All other aspects of the Project, including the obtaining of all necessary 
authority and rights, consents and approvals, and the performance of all things necessary and 
convenient therefor, subject to compliance with all necessary federal and state laws, including but not 
limited to the California Environmental Quality Act ("CEQA"), and all other agreements relating 
thereto, shall be provided for by separate agreements. 

Section 3 .  Recharge Facilities. 

Pursuant to the terms of this Agreement, the Authority shall provide to Watermaster, and 
Watermaster shall utilize, the Project for recharge purposes in accordance with the Judgement, 
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Section 5 . 1  of the Peace Agreement and Program Element 2 of Exhibit B thereto. Subject to 
Watermaster's payment obligations hereunder, the Authority agrees to use its best efforts to finance 
the Project pursuant to this Agreement. Wate1master shall be responsible for the operation of the 
Project, including the payment of all operation and maintenance costs with respect to the Project, and 
the Authority shall have no responsibility to pay any operation and maintenance costs with respect to 
the Project. 

Section 4. No Authority Responsibility for Recharge Water. 

Neither the Authority nor any of its officers or agents shall be liable for the control, carriage, 
handling, use, disposal, or distribution of recharge water; nor for claim of damage of any nature 
whatsoever, including but not limited to property damage, personal injury or death, arising out of or 
connected with the control, carriage, handling, use, disposal or distribution of such recharge water 
and including attorneys fees and other costs of defense in connection therewith. · Watermaster shall 
indemnify and hold harmless the Authority and its officers, agents, and employees from any such 
damages or claims of damages. 

Section 5. Rates and Charges. 

(a) Establishment of Rates and Charges. The Authority shall fix charges to Watermaster 
under this Agreement equal to the amounts anticipated to be needed by the Authority to pay one-half 
of the Fixed Project Costs. 

(b) Insufficiency of Funds. Watermaster aclmowledges that the Fixed Project Costs will 
vary from time-to-time and within any Authority Fiscal Year. If funds collected by the Authority in 
any Authority Fiscal Year are insufficient to pay Fixed Project Costs of the Project in such Authority 
Fiscal Year, the Authority shall promptly notify Watermaster of such insufficiency and Watermaster 
shall pay to the Authority an amount equal to Watermaster's portion of such insufficiency. The 
obligation ofWatermaster to pay one-half of the Fixed Project Costs shall commence upon execution 
and delivery of this Agreement and continue to exist and be honored by Watermaster whether or not 
the Project is implemented (which provision may be characterized as an obligation to pay 
Watermaster's portion of the costs on a take-or-pay basis whether or not the Project is completed or 
is operable). 

(c) Source of Payments. The obligation ofWatermaster to make payments under this 
Agreement is a general obligation of Watermaster. Watermaster shall make payments under this 
Agreement solely as an operation fee (as determined in accordance with generally accepted 
accounting principles). Watermaster shall make such payments on a parity with other operation and 
maintenance expenses ofWatem1aster and prior to any payments other than operation and 
maintenance expenses ofWatermaster. Nothing herein shall be construed as prohibiting 
Watermaster from using any other funds and revenues for purposes of satisfying any provisions of 
this Agreement. 

(d) Obligation Is Not Subject To Reduction. Watermaster shall make payments under 
this Agreement whether or not the Project is completed, operable, operated or retired and 
notwithstanding the suspension, interruption, interference, reduction or curtailment of operation of 
the Project in whole or in part for any reason whatsoever. Such payments are not subject to any 
reduction, whether offset or otherwise, and are not conditioned upon performance by the Authority 
under this Agreement or any other agreement. 
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(e) Allocation of Costs and Expenses. 

(i) Adjustments. The Authority shall update the values and amounts of Fixed 
Project Costs on a quarterly basis, including year-to-date comparisons, in order that the 
charges to Watermaster may accurately reflect increases or decreases from Authority Fiscal 
Year to Authority Fiscal Year in Fixed Project Costs. In addition, each such determination 
shall include an adjustment to be paid or received by Watermaster for succeeding Authority 
Fiscal Years which shall account for the differences, if any, between projections of Fixed 
Project Costs used by the Authority in detennining the amounts of said Fixed Project Costs 
for all preceding Authority Fiscal Years and actual Fixed Project Costs incurred by the 
Authority to Watermaster during such Authority Fiscal Years. 

(ii) Interest Earnings. Interest earnings on all amounts paid by Watermaster to 
the Authority shall be credited to Watermaster through the budgeting process. 

(f) Time and Method of Payment. 

(i) Fixed Project Costs. For the Authority Fiscal Year ending June 30, 2003, 
Watermaster shall pay to the Authority within 15 days ofreceiving an invoice an amount 
equal to one-half of the Fixed Project Costs as provided in the initial budget described in 
Section 6 hereof. Thereafter, Watermaster shall pay to the Authority, on or before July 15  of 
each Authority Fiscal Year, an amount equal to one-half of the Fixed Project Costs for such 
Authority Fiscal Year. 

(ii) Statement of Charges. The Authority shall furnish Watermasterwith a 
written statement of the estimated Fixed Project Costs for the next succeeding Authority 
Fiscal Year on or prior to June 1 of the prior Authority Fiscal Year. Such written statements 
shall take into account applicable credits received by the Authority and estimated investment 
earnings on moneys related to the Project held by the Authority. 

(iii) Contest of Accuracy of Charges. IfWatermaster questions or disputes the 
correctness of any billing statement by the Authority, it shall pay the Authmity the amount 
claimed when due and shall, within thirty (30) days of the completion and delivery of the 
Authority's annual audit, request an explanation from the Authority. If the bill is determined 
to be incorrect, the Authority will adjust the bill to Watermaster in the next Authority Fiscal 
Year, including an adjustment equal to the interest actually earned by the Authority on its 
general reserves during such period. If the Authority and Watermaster fail to agree on the 
correctness of a bill within thirty (30) days after Watermaster has requested an explanation, 
the parties shall promptly submit the dispute to arbitration under Section 1280 et g,g. of the 
Code of Civil Procedure. 

Section 6. Annual Capital Budget and Billing Statement. 

The Authority will promptly prepare and approve a capital budget for the period from July 1 ,  
2002 through June 30, 2003 after execution and delivery of this Agreement. Thereafter, the 
Authority will prepare a preliminary annual capital budget for each applicable Authority Fiscal Year 
for credits, costs and expenses relating to the Project. The Authority shall submit a draft of such 
budget to Watermaster on or prior to each April I for review and comment. Authority staff shall use 
its best efforts to resolve any questions or concerns of Watermaster during such review. The Board 
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of Directors of the Authority will adopt a final annual capital budget for the applicable Authority 
Fiscal Year on or before June 1 of each Authority Fiscal Year. The Authority shall supply a copy of 
said final annual capital budget to Watennaster on or before June 15  of each Authority Fiscal Year. 
Any amendment to the final annual capital budget shall be submitted to Watermaster for review and 
comment at least 30 days prior to action thereon by the Authority Board of Directors. 

Section 7. Obligation in the Event of Default. 

(a) Written Demand. Upon failure ofWatermaster to (i) make any payment in full when 
due under this Agreement or (ii) to perform any other obligation hereunder, the Authority shall make 
written demand upon Watermaster. If a failure described in clause (i) above is not remedied within 
thirty (30) days from the date of such demand or, if Authority Bonds are outstanding, for such 
additional time as is reasonably required, in the sole discretion of the Trustee, to correct the same, 
such failure shall constitute a default at the expiration of such period. If a failure described in 
clause (ii) cannot be remedied within thirty (30) days from the date of such demand but Watermaster 
commences remedial action within such thirty (30) day period, then such failure shall not constitute a 
default hereunder. Notice of any such demand shall be provided to Watermaster by the Authority. 
Upon failure of the Authority to perfonn any obligation of the Authority hereunder, Watennaster 
shall make written demand upon the Authority, and if said failure is not remedied within thirty (30) 
days from the date of such demand or, if Authority Bonds are outstanding, for such additional time as 
is reasonably required, in the sole discretion of the Trustee, to correct the same, then such failure 
shall constitute a default at the expiration of such period. Notice of such demand shall be provided to 
Watennaster. 

In addition to any default resulting from breach by the Authority or Watermaster of any 
agreement, condition, covenant or tenn hereof, if the Authority or Watermaster shall file any petition 
or institute any proceedings under any act or acts, state or federal, dealing with or relating to the 
subject of bankruptcy or insolvency or under any amendment of such act or acts, either as a bankrupt 
or as an insolvent or as a debtor or in any similar capacity, wherein or whereby the Authority or 
Watermaster asks or seeks or prays to be adjudicated a bankrupt, or is to be discharged from any or 
all of its debts or obligations, or offers to its creditors to effect a composition or extension of time to 
pay its debts, or asks, seeks or prays for a reorganization or to effect a plan ofreorganization or for a 
readjustment of its debts or for any other similar relief, or if the Authority or Watermaster shall make 
a general or any assignment for the benefit of its creditors, then in each and every such case the 
Authority or Watermaster, as the case may be, shall be deemed to be in default hereunder. 

(b) Termination of Agreement; Continuing Obligations. Upon the failure ofWatermaster 
to make any payment which failure constitutes a default under this Agreement and causes the 
Authority to be in default under any Bond Resolution, the Authority may (in addition to the remedy 
provided by subsection (a) of this Section) give notice oftennination of the provisions of this 
Agreement insofar as the same entitle Watermaster to use the Project which notice shall be effective 
within 30 days thereof unless such tennination shall be enjoined, stayed or otherwise delayed by 
judicial action. Irrespective of such termination, Watennaster shall remain liable to the Authority to 
pay the full amount of costs allocated to Watermaster hereunder. 

(c) Enforcement of Remedies. In addition to the remedies set forth in this Section, upon 
the occurrence of a default as described herein, the Authority or Watennaster, as the case may be, 
shall be entitled to proceed to protect and enforce the rights vested in such party by this Agreement 
by such appropriate judicial proceeding as such party shall deem most effectual, either by suit in 
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equity or by action at law, whether for the specific performance of any covenant or agreement 
contained herein or to enforce any other legal or equitable right vested in such party by this 
Agreement or by law. The provisions of this Agreement and the duties of each party hereof, their 
respective boards, officers or employees shall be enforceable by the other party hereto by mandamus 
or other appropriate suit, action or proceeding in any court of competent jurisdiction, with the losing 
party paying all costs and attorney fees. 

( d) Trustee is Third Party Beneficiary. Any Trustee for Authority Bonds shall have the 
right, as a third party beneficiary, to initiate and maintain suit to enforce this Agreement to the extent 
provided in any Bond Resolution. 

Section 8 .  Covenants ofWatermaster. 

(a) Amount ofOBMP Assessment. Watermaster will fix, prescribe and collect an 
OBMP Assessment for payments due under this Agreement equal to at least 1 .25 times Fixed Project 
Costs. 

(b) Budgets. On or before the first day of each Watermaster Fiscal Year, Watermaster 
will adopt and file with the Authority a budget approved by the governing body ofWatermaster, 
including therein in the estimated payment obligations under this Agreement payable to the 
Authority. Any budget may be amended at any time during any Watermaster Fiscal Year and such 
amended budget shall be filed by Watermaster with the Authority. 

( c) Accounting Records and Financial Statements. 

(i) Watermaster will keep appropriate accounting records with respect to the 
OBMP Assessments, which records shall be available for inspection by the Authority and the 
Trustee at reasonable hours and under reasonable conditions. 

(ii) Watermaster will prepare and file with the Authority annually within two 
hundred ten (210) days after the close of each Watermaster Fiscal Year (commencing with 
Watermaster Fiscal Year ending June 30, 2003) financial statements ofWatermaster for the 
preceding Watermaster Fiscal Year prepared in accordance with generally accepted 
accounting principles, together with a report of an Independent Certified Public Accountant 
thereon. Watermaster will promptly furnish a copy of such report to the Authority and to the 
Trustee. 

( d) Protection of Security and Rights of the Authority. Watermaster will preserve and 
protect the rights of the Authority and the Trustee to the obligations ofWatermaster hereunder and 
will warrant and defend such rights against all claims and demands of all persons. 

(e) Payment ofTaxes and Compliance with Governmental Regulations. Watermaster 
will pay and discharge all taxes, assessments and other governmental charges which may hereafter be 
lawfully imposed upon the OBMP Assessments when the same shall become due. Watermaster will 
duly observe and conform with all valid regulations and requirements of any governmental authority 
relative to the OBMP Assessments, but Watermaster shall not be required to comply with any 
regulations or requirements so long as the validity or application thereof shall be contested in good 
faith. 

7 
DOCSOC\884J89v7\24244.0007 



(f) Further Assurances. Watermaster will adopt, deliver, execute and make any and all 
further assurances, instruments and resolutions as may be reasonably necessary or proper to effect the 
financing and refinancing of the Project and to allow the Authority to comply with reporting 
obligations, to assure the Authority of Watermaster's intention to perform hereunder and for the 
better assuring and confirming unto the Authority and the Trustee of the rights and benefits provided 
to them herein. 

(g) Maintenance of Tax-Exempt Status of Authority Bonds. Notwithstanding any other 
provision of this Agreement, Watermaster shall not take any action or omit to take any action, 
directly or indirectly, in any manner, which would result in any of the Authority Bonds being treated 
as an obligation not desclibed in Section 1 03(a) of the Internal Revenue Code of 1986, as amended, 
by reason of classification of such Authority Bond as a "private activity bond" within the meaning of 
Section 14 1  of said Code or for any other reason. 

Section 9. Covenants of the Autholity. 

(a) Accounting Records and Financial Statements. 

(i) The Authority will keep appropliate accounting records in which complete 
and correct entlies shall be made of all Autholity transactions relating to the Project, which 
records shall be available for inspection, copying and audit by Watermaster and its 
accountants, attorneys and agents at reasonable hours and under reasonable conditions. 

(ii) The Autholity will prepare annually within two hundred ten (21 0) days after 
the close of each Autholity Fiscal Year (commencing with the Autholity Fiscal Year ending 
June 30, 2003) financial statements of the Autholity for the preceding Authority Fiscal Year 
prepared in accordance with generally accepted accounting plinciples, together with a report 
of an Independent Certified Public Accountant thereof. The Autholity will promptly furnish 
a copy of such report to Watermaster and to the Trustee. 

(b) Compliance with Law. The Autholity shall comply with all local, state and federal 
laws applicable to the Project. 

(c) Use of Funds for Project. The Authority shall not allow the portion of the proceeds 
of Authority Bonds allocated to the Project to be used for any purpose other than to pay for costs 
associated with financing or refinancing the Project. Surplus proceeds of the portion of the Authority 
Bonds allocated to the Project not needed to pay costs associated with the Project shall be applied to 
redeem Authority Bonds. 

Section 10 .  Term. 

(a) No provision of this Agreement shall take effect until (i) this Agreement has been 
duly executed and delivered by Waterrnaster to the Authority together with an opinion of Hatch & 
Parent, General Counsel to Waterrnaster, in substantially the form attached hereto as Exhibit A and 
(ii) this Agreement has been duly executed and delivered by the Authority to the Watermaster with 
an opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Special Counsel to the 
Authority, in substantially the form attached hereto as Exhibit B .  
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(b) The term of this Agreement shall continue until the later of December 3 1 ,  2032 or the 
final maturity of Authority Bonds. The parties hereto agree to negotiate in good faith to amend this 
Agreement on or prior to such date to extend the term hereof and to include terms and conditions as 
are mutually agreeable to the parties. 

Section 1 1 . Assignment. 

The Authority may pledge and assign to any Trustee for Authority Bonds, all or any po1iion 
of the payments received under this Agreement from Watermaster and the Authority's other rights 
and interests under this Agreement. Such pledge and assignment by the Authority shall be made 
effective for such time as the Authority shall determine and provide that the Trustee shall have the 
power to enforce this Agreement in the event of a default by the Authority under a Bond Resolution. 
Watermaster may assign its rights or obligations under this Agreement only with the written consent 
of the Authority. 

Section 12. Amendments. 

Except as otherwise provided in this Agreement, on and after the date Authority Bonds are 
issued and so long as any Authority Bonds are outstanding in accordance with the applicable Bond 
Resolution, Section 6, 8, 9, 1 1  and 12  and this Section of this Agreement shall not be amended, 
modified or otherwise changed or rescinded by agreement of the parties without the consent of each 
Trustee for Authority Bonds whose consent is required under the applicable Bond Resolution. This 
Agreement may only be otherwise amended, modified, changed or rescinded in writing by each of 
the parties hereto. 

The Authority agrees not to grant to the owners of Authority Bonds as individuals any rights 
relating to the amendment, modification or change of this Agreement. 

Notwithstanding the foregoing, the sections of this Agreement set forth in the first paragraph 
of this Section may be amended without the consent of each Trustee for Authority Bonds for any of 
the following purposes: 

(a) to add to the agreements, conditions, covenants and terms contained herein required 
to be observed or performed by the Authority or Watermaster other agreements, conditions, 
covenants and terms hereafter to be observed or performed by the Authority or Watermaster, or to 
surrender any right reserved herein to or conferred herein on the Authority or Watermaster, and 
which in either case shall not adversely affect the interests of the owners of any Authority Bonds; 

(b) to make such provisions for the purpose of curing any ambiguity or of correcting, 
curing or supplementing any defective provision contained herein or in regard to questions arising 
hereunder which the Authority or Watermaster may deem desirable or necessary and not inconsistent 
herewith, and which shall not materially adversely affect the interests of the owners of any Authority 
Bonds; 

(c) to make any modifications or changes necessary or appropriate in the opinion ofa 
firm of nationally recognized standing in the field oflaw relating to municipal bonds to preserve or 
protect the exclusion from gross income of interest on the Authority Bonds for federal income tax 
purposes; 

9 
DOCSOC\884389v7\24244.0007 



(d) to make any modifications or changes to this Agreement in order to enable the 
execution and delivery of Authority Bonds on a parity with any Authority Bonds previously issued 
and to make any modifications or changes necessary or appropriate in connection with the execution 
and delivery of Authority Bonds; 

(e) to make any other modification or change to the provisions of this Agreement which 
does not materially adversely affect the interests of the owners of any Authority Bonds; 

(f) to make changes to the definition of"Project." 

Section 13 .  Miscellaneous. 

(a) Headings. The headings of the sections hereof are inserted for convenience only and 
shall not be deemed a part ofthis Agreement. 

(b) Partial Invalidity. If any one or more of the covenants or agreements provided in this 
Agreement to be performed should be dete11nined to be invalid or contrary to law, such covenant or 
agreement shall be deemed and construed to be severable from the remaining covenants and 
agreements herein contained and shall in no way affect the validity of the remaining provisions of 
this Agreement. 

( c) Counterparts. This Agreement may be executed in several counterparts, all or any of 
which shall be regarded for all purposes as one original and shall constitute and be but one and the 
same instrument. 

(d) Governing Law. THIS AGREEMENT SHALL BE GOVERNED BY AND 
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF CALIFORNIA. 

(e) 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 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: 

If to Watermaster: 

With a copy to: 

Ifto Authority: 

DOCS OC\884 J 89v7l24 2 44 .0007 

Chino Basin Watermaster 
8632 Archibald Avenue, Suite 109 
Rancho Cucamonga, California 91730 
Attention: Chief Executive Officer 

Hatch & Parent 
21  East Carillo Street 
Santa Barbara, California 93 101  
Attention: Scott Slater 

Chino Basin Regional Financing Authority 
c/o Inland Empire Utilities Agency 
9400 Cherry Avenue, Bldg. A 
Fontana, CA 92335 
Attention: Treasurer 
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With a copy to: Stradling Y occa Carlson & Rauth 
660 Newport Center Drive 
Newport Beach, CA 92660 
Attention: Douglas 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 
overnight courier service, if such delivery is by an overnight courier service, and upon transmission, 
if such delivery is by telefacsimile or telecopy. 

(f) Merger of Prior Agreements. This Agreement and the exhibits hereto constitute the 
entire agreement between the parties and supersede all prior agreements and understandings between 
the parties relating to the subject matter hereof. This Agreement is intended to implement, and 
should be interpreted consistent with, the Peace Agreement. 

(g) Time of the Essence. Time is of the essence in the perfo1mance ofthis Agreement. 
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IN WITNESS WHEREOF Watermaster has executed this Agreement with the approval of its 
governing body, and the Authority has executed this Agreement in accordance with the authorization 
of its Board of Directors. 

Attest: 

CHINO BASIN REGIONAL FINANCING 
AUTHORITY 

By: --------- ------ -
Chairperson 

By: -------------
Secretary 

CHINO BASIN W ATERMASTER 

By: ---- -- ----------
Chief Executive Officer 
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EXHIBIT A 

[This opinion shall be delivered upon execution of the Agreement] 

July_, 2002 

Chino Basin Regional Financing Authority 
c/o Inland Empire Utilities Agency 
9400 Cherry Avenue, Bldg. A 
Fontana, CA 9233·5 

Chino Basin Watermaster 
8632 Archibald Avenue, Suite 109 
Rancho Cucamonga, California 9 1730 

Ladies and Gentlemen: 

We are acting as general counsel to the Chino Basin Watermaster ("Watermaster") in 
connection with the execution and delivery of the Recharge Facilities Financing Agreement, dated as 
of May 1 ,  2002 (the "Agreement"), between the Chino Basin Regional Financing Authority (the 
"Authority") and Watermaster. As such counsel we have examined and are familiar with (i) 
documents relating to the existence, organization and operation of Watermaster provided to us by 
Watern1aster, (ii) certifications by officers of Watermaster, (iii) all necessaiy documentation of 
Watermaster relating to the authorization, execution and delivery of the Agreement, and (iv) an 
executed counterpart of the Agreement. Terms used herein and not otherwise defined have the 
respective meanings set forth in the Agreement. 

Based upon the foregoing and such examination of law and such other inforn1ation, papers 
and documents as we deem necessary or advisable to enable us to render this opinion, including the 
Constitution and Jaws of the State of California, together with the resolutions, ordinances and public 
proceedings of Watermaster, we are of the opinion that: 

1 .  Watermaster is a court-appointed entity, duly created, organized and existing under 
the laws of the State of California and duly qualified to undertake a water recharge program within 
its boundaries. 

2 .  Watermaster has legal right, power and authority to enter into the Agreement and to 
carry out and consummate all transactions reasonably contemplated thereby, and Watermaster has 
complied with the provisions of applicable Jaw relating to such transactions. 

3. The Agreement has been duly authorized, executed and delivered by Watermaster, is 
in full force and effect as to Watermaster in accordance with its terms and, subject to the 
qualifications set forth in the second to the last paragraph hereof, and assuming that the Authority has 
all requisite power and authority, and has taken all necessary action, to authorize, execute and deliver 
such Agreement, the Agreement constitutes the valid and binding obligation ofWatermaster . 
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4. The obligations of Watermaster to make payments under the Agreement as a general 
obligation of Watermaster as provided in Section 5 of the Agreement is a valid, legal and binding 
obligation ofWatermaster enforceable in accordance with its terms. 

5. No approval, consent or authorization of any governmental or public agency, 
authority or person is required for the execution and delivery by Watermaster of the Agreement. 

6. The authorization, execution and delivery of the Agreement and compliance with the 
provisions thereof will not conflict with or constitute a breach of, or default under, any instrument 
relating to the organization, existence or operation of Watermaster, any commitment, agreement or 
other instrument to which Watermaster is a party or by which it or its property is bound or affected, 
or any ruling, regulation, ordinance, judgment, order or decree to which Watermaster (or any of its 
officers in their respective capacities as such) is subject or any provision of the laws of the State of 
California relating to Watermaster and its affairs. 

7. There is no action, suit, proceeding, inquiry or investigation at law or in equity, or 
before any court, public board or body, pending or, to our knowledge, threatened against or affecting 
Watermaster or any entity affiliated with Watermaster or any of its officers in their respective 
capacities as such, which questions the powers of Watermaster referred to in paragraph 2 above or 
the validity of the proceedings taken by Watermaster in connection with the authorization, execution 
or delivery of the Agreement, or wherein any unfavorable decision, ruling or finding would 
materially adversely affect the transactions contemplated by the Agreement, or which would 
adversely affect the validity or enforceability of the Agreement. 

The opinion expressed in paragraphs 3 and 4 above are qualified to the extent that the 
enforceability of the Agreement may be limited by any applicable bankruptcy, insolvency, 
reorganization, arrangement, moratorium, or other laws affecting creditors' rights, to the application 
of equitable principles and to the exercise of judicial discretion in appropriate cases and to the 
limitations on legal remedies against public agencies in the State of California and provided that no 
opinion is expressed with respect to any indemnification or contribution provisions contained therein. 

This opinion is rendered only with respect to the laws of the State of California and the 
United States of America and is addressed only to the Chino Basin Regional Financing Authority and 
Watermaster . No other person is entitled to rely on this opinion, nor may you rely on it in 
connection with any transactions other than those described herein. 

Very truly yours, 

DOCSOC\884389v7124244.0007 
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EXHIBIT C 

[This opinion shall be delivered upon execution of the Agreement] 

June_, 2002 

Chino Basin Regional Financing Authority 
c/o Inland Empire Utilities Agency 
9400 Cherry Avenue, Bldg. A 
Fontana, CA 92335 

Chino Basin Watermaster 
8632 Archibald Avenue, Suite 1 09 
Rancho Cucamonga, California 9 1730 

Ladies and Gentlemen: 

We are acting as special counsel to the Chino Basin Regional Financing Authority (the 
"Authority") in connection with the execution and delivery of the Recharge Facilities Financing 
Agreement, dated as of May I ,  2002 (the "Agreement"), between the Authority and the Chino Basin 
Watermaster ("Watermaster"). As special counsel we have examined and are familiar with 
(i) documents relating to the existence, organization and operation of the Authority provided to us by 
the Authority, (ii) certifications by officers of the Authority, (iii) all necessary documentation of the 
Authority relating to the authorization, execution and delivery of the Agreement, and (iv) an 
executed counterpart of the Agreement. Terms used herein and not otherwise defined have the 
respective meanings set forth in the Agreement. 

Based upon the foregoing and such examination of law and such other information, papers 
and documents as we deem necessary or advisable to enable us to render this opinion, including the 
Constitution and laws of the State of California, together with the resolutions, ordinances and public 
proceedings of the Authority, we are of the opinion that: 

I .  The Authority is a joint exercise of powers agency duly created, organized and 
existing under the laws of the State of California. 

2. The Authority has legal right, power and authority to enter into the Agreement and to 
carry out and consummate all transactions reasonably contemplated thereby, and the Authority has 
complied with the provisions of applicable law relating to such transactions. 

3. The Agreement has been duly authorized, executed and delivered by the Authority, is 
in full force and effect as to the Authority in accordance with its terms and, subject to the 
qualifications set forth in the second to the last paragraph hereof, and assuming that Watermaster has 
all requisite power and authority, and has taken all necessary action, to authorize, execute and deliver 
such Agreement, the Agreement constitutes the valid and binding obligation of the Authority. 

4. No approval, consent or authorization of any governmental or public agency, 
authority or person is required for the execution and delivery by the Authority of the Agreement. 

B-1 
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5. The authorization, execution and delivery of the Agreement and compliance with the 
provisions thereof will not conflict with or constitute a breach of, or default under, any instrument 
relating to the organization, existence or operation of the Authority, any commitment, agreement or 
other instrument to which the Authority is a party or by which it or its property is bound or affected, 
or, to the best of our knowledge, any ruling, regulation, ordinance, judgment, order or decree to 
which the Authority (or any of its officers in their respective capacities as such) is subject or any 
provision of the laws of the State of California relating to the Authority and its affairs. 

6. There is no action, suit, proceeding, inquiry or investigation at law or in equity, or 
before any court, public board or body, pending or, to our knowledge, threatened against or affecting 
the Authority or any of its officers in their respective capacities as such, which questions the powers 
of the Authmity referred to in paragraph 2 above or the validity of the proceedings taken by the 
Authority in connection with the authorization, execution or delivery of the Agreement, or wherein 
any unfavorable decision, ruling or finding would materially adversely affect the transactions 
contemplated by the Agreement, or which, in any way, would adversely affect the validity or 
enforceability of the Agreement. 

The opinion expressed in paragraph 3 above is qualified to the extent that the enforceability 
of the Agreement may be limited by any applicable bankruptcy, insolvency, reorganization, 
arrangement, moratorium, or other laws affecting creditors' rights, to the application of equitable 
principles and to the exercise of judicial discretion in appropriate cases and to the limitations on legal 
remedies against public agencies in the State of California and provided that no opinion is expressed 
with respect to any indemnification or contribution provisions contained therein. 

This opinion is rendered only with respect to the laws of the State of California and the 
United States of America and is addressed only to the Authority and Watermaster. No other person 
is entitled to rely on this opinion, nor may you rely on it in connection with any transactions other 
than those described herein. 

Respectfully submitted, 

B-2 
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1 Scott S .  S later (SBN 1 1 73 1 7) 
Michael T. Fife (SBN 203025) 

2 HATCH AND PARENT 

rEE EXEMPT 
21  East Canillo Street 

3 Santa Barbara, CA 93 1 0 1  
Phone: 805-963-7000 

4 Fax: 805 -965 -4333 

5 Attorneys for CHINO BASIN W ATERMASTER 

6 

7 

FILED-Rancho Cucamonga District SAN BERNARDINO COUN1Y 
SUPERIOR COURT 

JUL O 2 2002 

By�(V�--=---
- G Deputy 

8 

9 

SUPERIOR COURT OF THE STATE OF CALIFORNIA 

COUNTY OF SAN BERNARDINO - RANCHO CUCAMONGA DIVISION 

1 0  

1 1  CHINO BASIN MUNICIPAL WATER DISTRICT, ) 
) 

1 2 Plaintiff, ) 

1 3  v . ) 

14  THE CITY OF CHINO, ) 

1 5  Defendants . ) 

1 6  ) 

1 7  ) 

1 8  ) 
_________________ ) 

1 9  

20 

CASE NO. RCV 5 1 0 1 0  

Judge: Honorable J .  MICHAEL GUNN 

DECLARATION OF MICHAEL T. 
FIFE IN SUPPORT OF MOTION 
TO APPROVE RECHARGE 
FACILITIES FINANCING 
AGREEMENT 

Date: July 8 ,  2002 
Time:  1 : 30  pm 
Dept: RS 

2 1  1 . 

22 2. 

23 3 . 

My name is Michael Fife and I am an attorney with the law firm of Hatch and Parent. 

Hatch and Parent is the General Counsel for the Chino Basin W atermaster. 

In my capacity as General Counsel for the Chino Basin Watermaster I have participated in 

24 the negotiations regarding the Recharge Facilities Financing Agreement ("Agreement") . 

25 4. I have personal knowledge of the progress of these negotiations and of the schedule that 

26 has been followed throughout the course of  these negotiations. 

27 5 . 

28 

The Agricultural Pool met on May 1 6, 2002 and discussed the Agreement. 
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1 7. The other two Pool Committees also met on May 1 6, 2002 to discuss and continued this 

2 discussion to May 22 , 2002 at which time both Pools approved the Agreement unanimously. 

3 8 . The Advisory Committee and Board met on May 23,  2002 and both unanimously 

4 approved the Agreement and directed that negotiation of the Agreement be completed and that 

5 the completed Agreement then be submitted to the Court for approval . 

6 9. 

7 1 0. 

Watermaster staff completed negotiation of the Agreement as expeditiously as possible. 

hnplementation of the Recharge Master Plan was submitted for funding under 

8 Proposition 1 3  by the Santa Ana Watershed Proj ect Authority ("Authority") to the State Water 

9 ResourcesControl Board ("SvVRCB") . Funding for this Project was approved by the SWRCB in 

1 0  the amount of $ 1 9,000,000. 

1 1  1 1 . The utilization of Proposition 1 3  funds under this Agreement demands that local entities 

1 2  match funds received through Proposition 1 3  with a 50% Local Share. 

1 3  

1 4  

1 5  

1 6  

1 7  

1 2 .  The Inland Empire Uti lities Agency ("IEUA"), through its financing an11 known a s  the 

Chino Basin Regional Financing Authoiity ("Authority''), has agreed to provide the funding for 

the Local Share through the issuance of variable rate bonds . 

1 3 .  The Authority i s  a joint exercise o f  powers authority composed of IEUA and the 

Cucamonga County Water District. 

1 8  14. The Authority will issue variable rate bonds in the middle of July whose purpose is to 

1 9  fund a variety of IEUA projects . A portion o f  these bonds, approximately $20,000,000 worth, are 

20 intended to be used to fund the Local Share of the implementation of the Recharge Master Plan. 

2 1  1 5 . The Authority is a funding entity only, and thus does not have any responsibility or role 

22 with regard to the implementation of the Project. hnplementation of the Proj ect instead will be 

23 effectively controlled by Watermaster . 

24 1 6. Preliminary design work of the facilities is being performed by Black & Veatch under the 

25  direct supervision of Watennaster, and each of the Basin entities i s  closely appraised of the 

26 progress of this work and is providing regular input. 

27 1 7 .  Watermaster i s  currently in the process o f  negotiating operations agreements with each o f  

28  IEUA, the SBCFCD and the CBWCD to  ensure that operations at the basins owned by each of  
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1 these entities will be conducted in a manner consistent with implementation of the Recharge 

2 Master Plan. 

3 1 8 .  The Agreement was negotiated at arms-length between Watermaster' s general counsel 

4 and bond counsel to the Authority and IEUA. No special consideration is given to IEUA in the 

5 Agreement, and the corresponding Agreement between IEUA and the Authority obligates IEUA 

6 to the same repayment te1ms as Watermaster. The Agreement was circulated to all of the 

7 Watermaster parties, and no party raised special concerns relating to paragraph 25 of the 

8 Judgment or to IEUA's involvement in the Agreement. 

9 1 9 .  I swear under penalty of perjury that the foregoing i s  true and cmTect to the best o f  my 

1 0  knowledge and belief. 

1 1  

1 2  Dated: July 1 ,  2002 :??'��� � 
Michael T. Fife 

1 3  

14  

1 5  

1 6  

1 7  

1 8  

1 9  

20 

2 1  

22 

23 

24 

25 

26 

27 

28 
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CHINO BASIN WATERMASTER 
Case No. RCV 51 0 1 0  

Chino Basin Municipal Water District v .  The City of Chino 

PROOF OF SERVICE 

I declare that: 

FILED-Rancho Cucamonga District 
SAN BERNARDINO COUNTY 

SUPERIOR COURT 

JUL O 2 2002 

By �£}.(� Deputy 

I am employed in the County of San Bernardino, California. I am over the age of 1 8  years and not a party 
to the within action. My business address is Chino Basin Watermaster, 8632 Archibald Avenue, Suite 
1 09, Rancho Cucamonga, California 91 730; telephone (909) 484-3888. 

On July 2, 2002 I served the attached: 

HEARING DATE: JULY 8, 2002 

1. EX PARTE APPLICATION FOR AN ORDER SHORTENING TIME FOR THE 
FILING OF MOTION FOR APPROVAL OF RECHARGE! FACILITIES 
FINANCING AGREEMENT; EXHIBIT A · DE!CLARA TION OF MICHAEL T. 
FIFE IN SUPPORT OF EX PAR TE APPL/CATION FOR AN ORDE!R 
SHORTENING TIME FOR THE! FILING OF THE RECHARGE! FACILITIES 
FINANCING AGRE!E!MENT; PROPOSED ORDE!R GRANTING EX PARTE 
APPLICATION FOR AN ORDER SHORTENING TIME FOR THE FILING OF 
THE RECHARGE FACILITIES FINANCING AGREE!MENT; AND 

2. MOTION FOR APPROVAL OF RECHARGE FACILITIES FINANCING 
AGREE!MENT; EXHIBIT A ·  RECHARGE FACILITIE!S FINANCING 
AGREE!MENT; EXHIBIT B - DECLARATION OF MICHAE!L T. FIFE IN 
SUPPORT OF MOTION TO APPROVE RE!CHARGE FACILITIES FINANCING 
AGRE!EMENT 

in said cause, by placing a true copy thereof enclosed with postage thereon fully prepaid, for delivery by 
United States Postal Service mail at Rancho Cucamonga, California, addresses as follows: 

See attached service list: 
Attorney Service List 
Mailing List 1 

I declare under penalty of perjury that the foregoing is true and correct and that this declaration was 
executed at Rancho Cucamonga, California, on July 2, 2002. 



Attorney Service List 

RICHARD ADAMS II 
DEPUTY COUNSEL - POMONA 
ALVAREZ-GLASMAN & CLOVEN 
505 S GAREY AVE 
POMONA CA 91766 

THOMAS S. BUNN Ill 
LAGERLOF SENECAL BRADLEY 
GOSNEY & KRUSE 
301 N LAKE AVE 1 0TH FLOOR 
PASADENA CA 91 101-4108 

ROBERT DOUGHERTY 
GENERAL COUNSEL-ONTARIO 
COVINGTON & CROWE 
P O  BOX 1 5 1 5  
ONTARIO CA 91 762 

ERIC GARNER 
BEST BEST & KRIEGER LLP 
P O  BOX 1 028 
RIVERSIDE CA 92502-1028 

STEVEN KENNEDY 
GENERAL COUNSEL-TVMWD 
BRUNICK ALVAREZ & BATTERSBY 
P O  BOX 6425 
SAN BERNARDINO CA 92412 

JAMES L MARKMAN 
RICHARDS WATSON & GERSHON 
P O  BOX 1 059 
BREA CA 92622-1059 

JAMES P MORRIS 
BEST BEST & KRIEGER LLP 
P O  BOX 1 028 
RIVERSIDE CA 92502-1028 
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LOS ANGELES CA 90071-1469 
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RIVERSIDE CA 92502-1028 
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DAVID B. ANDERSON 
DEPARTMENT OF WATER RESOURCES 
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SCOTT SLATER 
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ANNE T THOMAS 
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A W  ARAIZA 

WEST SAN BERN CWD 

P.O. BOX 920 

RIAL TO CA 92376-0920 

DAN ARRIGHI 

SAN GABRIEL VALLEY WATER CO 

P.O. BOX 6010 

EL MONTE CA 91734-2010 

VIC BARRION 

RELIANT ENERGY ETIWANDA 

8996 ETIWANDA AVE 

ETIWANDA CA 91739 

MICHAEL BOCCADORO 

THE DOLPHIN GROUP 

925 L ST STE 800 

SACRAMENTO CA 95814 

JIM BRYSON 

FONTANA WATER COMPANY 

P.O. BOX 987 

FONTANA CA 92334-0987 

NEIL CLIFTON 

IEUA 

P.O. BOX 697 

RCHO CUCA CA 91729-0697 

DAVID B COSGROVE 

RUTAN & TUCKER 

611 ANTON BLVD STE 1400 

COSTA MESA CA 92626 

DEBERARD 

CHAIRMAN-AG POOL 

1886 UKIAH WAY 

UPLAND CA 91784 

GREG DEVEREAUX 

CITY OF ONTARIO 
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ONTARIO CA 91764 

CURTIS AARON 

CITY OF FONTANA 
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FONTANA CA 92335-3598 

STEVE ARBELBIDE 
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IEUA 

P.O. BOX 697 
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BOB BEST 
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REDLANDS CA 92374 

ROBERT BOWCOCK 

VULCAN MATERIALS 

2417 N BONNIE BRAE 

CLAREMONT CA 91711-1913 

BRUCE CASH 

UNITED WATER MGMT CO INC 

1905 BUSINESS CENTER DR STE 1 00 

SAN BERNARDINO CA 92408 

DAVID COOPER 

SUNKIST GROWERS INC 

760 E SUNKIST ST 

ONTARIO CA 91761 

RON CRAIG 

RBF & ASSOC 

14725 ALTON PKWY 

IRVINE CA 9271 8 

ROBERT DELOACH 

CUCAMONGA CTY WD 

P.O. BOX 638 

RANCHO CUCA CA 91729-0638 

DOUG DRURY 

IUEA 

P.O. BOX 697 

RANCHO CUCAMONGA CA 91730 

RICHARD ANDERSON 

1365 W FOOTHILL BLVD STE 1 

UPLAND CA 91786 
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BLACK & VEATCH 
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IRVINE CA 92618-3317 

RODNEY BAKER 

COUNSEL FOR EGGSWEST & JOHNSO 
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GERALD BLACK 

FONTANA UNION WATER CO 

P.O. BOX 309 

FONTANA CA 92334 

FRANK BROMMENSCHENKEL 

134 DAVIS ST 
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TERRY CATLIN 

CBWM BO (IEUA) 

2344 IVYCT 

UPLAND CA 91784 

STEVE CORTNER 

VULCAN MATERIALS COMPANY 

P.O. BOX 39756 

LOS ANGELES CA 90039 

DAVE CROSLEY 

CITY OF CHINO 

5050 SCHAEFER AVE 

CHINO CA 91710-5549 

BILL DENDY 
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GERALD A DUBOIS 

CBWM BD (ONTARIO) 

303 E B ST 

ONTARIO CA 91764 



GLENN DUNCAN 

CBWM BOARD/ALTERNATE 
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CHINO CA 91 708-0667 
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JIM MOODY 

CITY OF UPLAND 

P.O. BOX 460 

UPLAND CA 91785-0460 

ROBERT NICHOLSON 

CBWM BOARD/ALTERNATE 

P.O. BOX 6010 

EL MONTE CA 91734-2010 

SANDY OLSON 

WALNUT VALLEY WATER DISTRICT 

271 S BREA CANYON RD 

WALNUT CA 91789 

JEFF PIERSON 

2 HEXAM ST 

IRVINE CA 92612 

LES RICHTER 

CALIFORNIA SPEEDWAY 

P.O. BOX 9300 

FONTANA CA 92334-9300 

PATRICK SAMPSON 

P.O. BOX 660 

POMONA CA 91769 

KENNETH KULES 

METROPOLITAN WATER DISTRICT 

P.O. BOX 54153 

LOS ANGELES CA 90054-0153 

FRED LANTZ 

CBWM SD/ALTERNATE (TVMWD) 

P.O. BOX 2701 

POMONA CA 91769 

MIKE MAESTAS 

CITY OF CHINO HILLS 

2001 GRAND AVE 

CHINO HILLS CA 91709-4869 

CAROLE MCGREEVY 

JURUPA COMM SVCS DIST 

8621 JURUPA RD 

RIVERSIDE CA 92509-3229 

CHRIS NAGLER 

DEPT OF WATER RESOURCES 

770 FAIRMONT AVE SUITE 102 

GLENDALE CA 91203-1035 

MURIEL O'BRIEN 

CBWM BD (TVMWD) 

1021 E MIRAMAR AVE 

CLAREMONT CA 9171 1 -2052 

MARY PARENTE 

8559 EDISON AVE 

CHINO CA 9171 0-9242 

ROBB QUINCEY 

CITY OF HESPERIA 

1 5776 MAIN ST 

HESPERIA CA 92345 

DAVID RINGEL 

MONTGOMERY WATSON 

P.O. BOX 7009 

PASADENA CA 911 09-7009 

DIANE SANCHEZ 

DWR 

770 FAIRMONT AVE 

GLENDALE CA 91203-1035 



JOSEPH C SCALMANINI 

500 FIRST ST 

WOODLAND CA 95695 

JUDY SCHURR 

76433 SHOSHONE DR 

INDIAN WELLS CA 92210 

ROD SMITH 

STRATECON INC. 

2335 W FOOTHILL BLVD STE 11 

UPLAND CA 91786 

BILL STAFFORD 

MARYGOLD MUTUAL WATER CO 

9725 ALDER ST 

BLOOMINGTON CA 92316-1637 

CRAIG STEWART 

GEOMATRIX CONSULTANTS INC. 

330 W BAY ST STE 140 

COSTA MESA CA 92629 

JERRY THIBEAULT 

RWQCB • SANTAANA REGION 

3737 MAIN ST STE 500 

RIVERSIDE CA 92501-3339 

R.E. THRASH Ill 

PRAXAIR 

5705 AIRPORT DR 

ONTARIO CA 91761 

GEOFFREY VANDEN HEUVEL 

CBWM BD (AG) 

7551 KIMBALL AVE 

CHINO CA 91710 

RAY WELLINGTON 

SAN ANTONIO WATER COMPANY 

139 N EUCLID AVE 

UPLAND CA 91786-6036 

DENNIS YATES 

CBWM BD (CHINO) 

P.O. BOX 667 

CHINO CA 91708-0667 

JOE SCHENK 

CITY OF NORCO 

P.O. BOX 428 

NORCO CA 91760-0428 

DAVID SCRIVEN 

KRIEGER & STEWART ENGINEERING 

3602 UNIVERSITY AVE 

RIVERSIDE CA 92501 

KYLE SNAY 

SOUTHERN CA WATER 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 92705 

SWRCB 

SWRCB . DIV OF WATER RIGHTS 

P.O. BOX 2000 

SACRAMENTO CA 95809-2000 

MICHAEL THIES 

SPACE CENTER MIRA LOMA INC 

3401 S ETIWANDA AVE BLDG 503 

MIRA LOMA CA 91752-1 126 

PETER VAN HAAM 

OFFICE OF THE ATTORNEY GENERAL 

300 S SPRING ST 11TH FL N TOWER 

LOS ANGELES CA 9001 3-1232 

ERICK VAUGHN 

ANGELICA RENTAL SERVICE 

1575 N CASE ST 

ORANGE CA 92867-3635 

MICHAEL WHITEHEAD 

SAN GABRIEL VALLEY WC 

P.O. BOX 6010 

EL MONTE CA 91734 

DONALD SCHROEDER 

CBWM BD (WMWD) 

3700 MINTERN 

RIVERSIDE CA 92509 

MICHAEL SMITH 

NICHOLS STEAD BOILEAU & KOSTOFF 

223 W FOOTHILL BLVD #200 

CLAREMONT CA 91711-2708 

NELL SOTO 

STATE CAPITOL 

ROOM NO 4066 

SACRAMENTO CA 95814 

TOM STETSON 

STETSON ENGINEERS INC 

3104 E GARVEY AVE 

WEST COVINA CA 91791 

JIM TAYLOR 

POMONA UTILITY SVS DEPT. 

148 N HUNTINGTON BLVD 

POMONA CA 91768 

JOHN THORNTON 

PSOMAS AND ASSOCIATES 

3187 RED HILL AVE, SUITE 250 

COSTA MESA CA 92626 

ERNIE VAN SANT 

DEPARTMENT OF CORRECTIONS · FAC 
MGMT DIV. 

P.O. BOX 942883 

SACRAMENTO CA 94283-0001 

MARK WARD 

AMERON INTERNATIONAL 

13032 SLOVER AVE 

FONTANA CA 92335-6990 

MARK WILDERMUTH 

WILDERMUTH ENVIRONMENTAL INC 

41 5 N EL CAMINO REAL STE A 

SAN CLEMENTE CA 92672 


