CHINO BASIN WATERMASTER FEE EXEMPT

Case No. RCV 51010
Chino Basin Municipal Water District v. The City of Chino F i %
SU PE 1OR COURT :
COUNTY OF SAN ae&m&omc

PROOF OF SERVICE AUG ¢ 8 2008

| declare that:

| am employed in the County of San Bernardino, California. | am over the age of 18 years and not a party
to the within action. My business address is Chino Basin Watermaster, 9641 San Bernardino Road,
Rancho Cucamonga, California 91730; telephone (909) 484-3888.

On August 28, 2006 | served the following:
1) NOTICE OF SPECIAL REFEREE WORKSHOP: COMMENT CLARIFICATION

/_x/ BY MAIL: 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: Mailing List 1

/__/ BY PERSONAL SERVICE: | caused such envelope to be delivered by hand to the addressee.

[__/ BYFACSIMILE: |transmitted said document by fax transmission from (909) 484-3890 to the fax
number(s) indicated. The transmission was reported as complete on the transmission report,
which was properly issued by the transmitting fax machine.

/_x_/ BY ELECTRONIC MAIL: 1 transmitted notice of availability of electronic documents by electronic
transmission to the email address indicated. The fransmission was reported as complete on the
transmission report, which was properly issued by the transmitting electronic mail device.

| declare under penalty of perjury under the taws of the State of California that the above is true and
correct.

Executed on August 28, 2006 in Rancho Cucamonga, California. %

7&6LA S. MOUTER

Chmo Basin Watennaster




ﬁdicated to Quality, Service ang 10Vt
August 18,2006 2 RECFEIVED ‘&b
Mr. Ken Manning, Chief Executive Officer £15 92 2008
CHINO BASIN WATERMASTER

9641 San Bernardino Road CHINO BASIN WATERMASTER

Rancho Cucamonga, California 91730

Special Referee Workshop: Comment Clarification

Dear Mr. Manning;:

Monte Vista Water District is submitting the following to clarify its comments made during the
Referee’s hearing on the Peace II Non-Binding Term Sheet. The Term Sheet proposes a fundamental
change in operation of the Chino Basin for “hydraulic con#rol” not contemplated at the time of the
Judgment or Peace I. Under the Judgment, the Chino Basin has at all times been operated for “safe
yield.”

Under “hydraulic conirol” groundwater levels will be lowered by permitting production in excess of
Basin “safe yield” in order to prevent outflow to the Santa Ana River. “Hydraulic conwol” is required to
support water quality objectives established by the Santa Regional Water Quality Control Board in
2004, under the concept of maximum beneficial use.

“Hydraulic control” will permit wastewater discharge to the Chino Basin under the less stringent water
quality objectives. The relaxed objectives allow the use of recycled water for recharge and landscape
irrigation that would otherwise require additional levels of weatment and salt mitigation. Stated another
way, the primary benefit of “hydraulic conwrol” is aveided treatment and salt mikgation costs required to
permit recycled water use within the Chino Basin.

“Hydraulic control” represents a paradigm shift in the benefits conferred under the Phyvsical Solution
because those benefits did not occur under operation for “safe yield.” Accordingly, the shift in benefits
must be examined in the context of costs incurred by the parties under the Physical Solution. Paragraph
1 of Exhibit I of the Judgment requires that economic considerations of the parties be considered on an
equal par with water quantity and quality considerations in implementing the Physical Solution.
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Mr. Ken Manning
August 18, 2006

To address this item, Section L.E. of the Term Sheet requires a cost/benefit comparison to determine if
the allocation of assessments and other costs is proportional to the benefits conferred on individual
parties under both Peace I and those of “hydraulic control.” A similar analysis was required by Exhibit
H, paragraph 8 of the Judgment to evaluate the costs and benefits under operation for “safe yield.”

The Section I.E. Term Sheet cost/benefit comparison will be compromised if the economic analysis of
benefits under “hydraulic conwol” required by Section I.A of the Term Sheet is incomplete. To ensure
completeness, two separate items are necessary. First, a different no project scenaric should be
established to calculate the net benefits and avoided costs of “hydraulic control.” The no project
scenario used in the draft economic analysis incorrectly assumes the parties would construct the future
desalters necessary to provide for hydraulic control but choose to not receive the resulting benefits of
recycled water use and “new yield” through induced inflow. A more representative no project scenario
would be to limit the construction and operasion of the desalters to a capacity of 24 million gallons per
day.

Secondly, the draft economic analysis should be revised to include the following additional benefits of
“hydraulic control”:

e Avoided treatment and salt mitigation costs that otherwise would be necessary to comply with
anti-degradasion standards.

e Avoided storage losses.
e Recycled water benefits of both recharge and landscape irrigation.

As a minor note, in the calculason of “new yield,” the economic analysis should adjust the assumed
purchase price of recycled water for Watermaster replenishment purposes from $69 to the likely
purchase price from Inland Empire Utilides Agency.

Thank you for the opportunity to submit these remarks into the hearing record.

Sincerely,

Monte Vista Water District

Froer—
Mark N. Kinsey

General Manager

cc: Board of Directors, Monte Vista Water District
Anne Schneider, Ellison, Schneider, and Harris
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RICHARD ANDERSON
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SUITE 1

UPLAND, CA 91786

ROBERT NEUFELD
14111 SAN GABRIEL CT
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SWRCB
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SACRAMENTO, CA 94236-0001
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COSTA MESA, CA 92626

GLEN DURRINGTON
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MIRA LOMA, CA 91752-1412

MANUEL CARRILLO

CONSULTANT TO SENATOR SOTO
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STEVE ARBELBIDE
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LEAGUE OF CA HOMEOWNERS
ATTN: KEN WILLIS
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PAUL HOFER
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825 E3"P ST

SAN BERNARDINO, CA 92415-0835

SANDRA ROSE
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WILLIAM P. CURLEY
PO BOX 1059
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PAUL HAMRICK .
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CARLOS LOZANO
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CHINO, CA 91710

JOE DELGADO

BOYS REPUBLIC

3493 GRAND AVENUE
CHINO HILLS, CA 91709

RALPH FRANK
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WESTLAKE VILLAGE, CA 91361

JIM GALLAGHER

SOUTHERN CALIFORNIAWATER CO
2143 CONVENTION CENTER WAY
SUITE 110
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PETE HALL
PO BOX 519
TWIN PEAKS, CA 92391
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SYP VANDER DUSSEN
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CLAREMONT, CA 91711-4724
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ENGINEERING
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SYBRAND VANDER DUSSEN
10573 EDISON AVE
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R.E. THRASH il
PRAXAIR

5705 AIRPORT DR
ONTARIO, CA 91761

BRIAN GEYE

DIRECTOR OF TRACK ADMIN
CALIFORNIA SPEEDWAY

PO BOX 9300

FONTANA, CA 92334-9300

DAVID RINGEL
MONTGOMERY WATSON
PO BOX 7009

PASADENA, CA 91109-7009

SENATOR NELL SOTO
STATE CAPITOL
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SACRAMENTO, CA 95814

CRAIG STEWART

GEOMATRIX CONSULTANTS INC
510 SUPERIOR AVE, SUITE 200
NEWPORT BEACH, CA 92663

JOHN THORNTON

PSOMAS AND ASSOCIATES
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BOB KUHN
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GLENDORA, CA 91740
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SPACE CENTER MIRA LOMA INC
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AL LOPEZ

CBWM BOARD MEMBER
PO BOX 1773
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JUSTIN BROKAW

MARYGOLD MUTUAL WATER CO
9725 ALDER ST

BLOOMINGTON, CA 92316-1637



Distribution List Name: Committee List 1- Court Filings, Water Transactions

Members:
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