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L INTRODUCTION

This motion presenits the Court with a request to reset the Safe Yield of the Chino Basin
from 140,000 acre-feet per year (AFY) to 135,000 (AFY) and to approve a recommended
approach to redress a series of issues that devolve from the reset. Specifically, the Chino Basin
Watermaster (“Watermaster™) respectfully requests this Court issue an order acknowledging the
2015 Safe Yield Reset Agreement (“Agreement”) (attached hereto as Attachment “1°) among
certain parties to the Judgment and ordering Watermaster to proceed in accordance with its terms,
amending the Restated Judgment to reset the Safe Yield of the Basin to the amount of 135,000
acre-feet per year (afy), and amending the schedule for access to Re-Operation water.
Watermaster’s request is offered in fulfillment of the obligations arising out of the prior orders of
this Court. This Introduction summarizes the context and the balance of this lengthy pleading
describes the more significant elements of the Agreement.

In light of the prior collective capital project initiatives, including the phased completion
of 40 million gallons per day (MGD) of desalting capacity, the underlying financing and the
apportionment of responsibility by prior agreement among the Parties to the Judgment, input and
direction from the Parties to the Judgment was required to address the cascading consequences
from the reset of Safe Yield. Toward that end, the Parties to the Judgment identified issues that
derived from Watermaster’s administration of the Restated Judgment, the Peace Agreement, as
amended, the Peace I Agreement, the Watermaster Rules and Regulations, and the Court’s orders
in implementation thereof (collectively, the “Court-Approved Management Agreements™). The
Agreement and its supporting technical analyses expressly now provide stakeholder direction to
Watermaster by equitably resolving competing concerns supported by 85 percent of the total
Production within the Basin. Support for the Agreement, however, is not unanimous.

The City of Chino (“Chino™), a party to the facilitation process, objects to the Agreement
primarily on the grounds that the proposed limitations on the withdrawal of stored water are
unfair and constitute a “taking.” Watermaster has considered the City of Chino’s concerns and
found there is no material or unreasonable restraint on the recovery of stored water of any kind.

This follows from the fact there is a substantial quantity of stored water presently held in the
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Basin and the prospect of any actual restriction arising in the future is very remote and almost
entirely hypothetical. Moreover, all Parties to the Judgment store water subject to Watermaster’s
obligation to protect the Basin against Material Physical Injury on their withdrawal of stored
water.

The Jurupa Community Services District (JCSD), also a member of the facilitation
process, requested the Watermaster Board to defer action so that Watermaster might issue an
advisory opinion on the parties’ relative rights to share in water made available for realfocation
through the conversion of land from agricultural to urban use. However, Watermaster declined to
further delay the request for Court approval, electing to proceed as requested in light of the nine-
month process that preceded JCSD’s request. Through the Agreement, Watermaster and the
parties will consensually apportion more than $100 million in financial obligations among
themselves and carry-out the OBMP as agreed and as ordered by the Court even though there has
been a decline in Safe Yield.

Recognizing the substantial consensus among the Parties to the Judgment, acknowledging
their good faith effort to fairly and equitably resolve potential issues through a facilitation
process, the technical reports, the recommendations of each of the Appropriative Pool, the
Overlying (Non-Agricultural) Pool and the Overlying (Agricultural) Pool, the Advisory
Commitiee, expert opinions, and the substantial evidence presented in support of the Agreement,
Watermaster, as described further herein, has found the Agreement to be consistent with Article
X, section 2 of the California Constitution, and the Court-Approved Management Agreements,

and requests the Court’s approval of the reset of the Safe Yield consistent therewith.

1I. BACKGROUND ON SAFE Y1ELD RESET
A. The Judgment Set the Safe Yield at 140,000 afy

The term Safe Yield' represents a long-term average quantity of groundwater than can be

produced from the Basin under the then prevailing cultural conditions without causing an

! The Restated Judgment defines Safe Yield as: “The long-term average annual quantity of
ground water {excluding replenishment or stored water but including return flow to the Basin
from use of replenishment or stored water) which can be produced from the Basin under cultural
conditions of a particular year without causing an undesirable result.” (Restated Judgment,

4.(x).)
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undesirable resuit. By definition, the amount of water that may be available for beneficial use
must account for evolutionary land use conditions and the need to protect the Basin against
undesirable results. As such, the Judgment presumes some level of flexibility to respond to
changing circumstances.

The Safe Yield of the Basin was initially set by the Judgment at 140,000 afy” (Restated
Judgment, 4 6), and the Judgment reserved continuing jurisdiction to the Court to amend the
Judgment to redetermine the Safe Yield after the first ten years of operation of the Judgment’s
Physical Solution (Restated Judgment, § 15(a)). Despite considerable changes in the overlying
land uses and party production patterns (cultural conditions), he Basin’s Safe Yield has not been

recalculated or reset since the Judgment was entered in 1978.

B. The OBMP Immplementation Plan Provided for the First Recalculation and
Reset

The Chino Basin Watermaster was created pursuant to the 1978 Judgment to administer
and enforce the provisions of the Judgment and any subsequent instructions and orders of the
Court. (Restated Judgment, § 16.) In 2000, the Parties to the Judgment executed the Peace
Agreement and agreed to Watermaster’s adoption of the OBMP Implementation Plan, and the
Court, through its July 13, 2000 Order, ordered Watermaster to proceed in a manner consistent
with each. (July 13, 2000 Order Concerning Adoption of OBMP, p. 4:20-5:4.) Program
Elements 8 (Develop and Implement Groundwater Storage Management Program) and 9
{Develop and Implement Storage and Recovery Programs) of the OBMP Implementation Plan
acknowledged the need to obtain better Production data through the metering of all non-exempt
production within the Basin, and provided for Watermaster’s redetermination and reset of the
Basin’s Safe Yield in year 2010/11 using Production data derived from the collection of

additional data as to the production of Agricultural Pool Producers within the Basin during the

* The Judgment additionally provided for an additional 200,000 acre-feet of overdraft from the
Basin, to be allocated to the members of the Appropriative Pool as part of the Basin’s Operating
Safe Yield. (Restated Judgment, Exhibit “1”, § 3.(a).) This quantity has been allocated to the
members of the Appropriative Pool at a rate of 5,000 afy, and the 200,000 acre-foot total will be
exhausted in 2016/2017.

CHINO BASIN WATERMASTER MOTION RE 2015 SA¥E YIELD RESET AGREEMENT, AMENDMENT OF
RESTATED JUDGMENT
3




1020 State Strest
Santa Barbara, CA 93101-2711

BROWNSTEIN HYATT FARBER SCHRECK, LLP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

ten-year period of 2000/01 through 2009/10.> (OBMP Implementation Plan, pp. 44-45.)

The Watermaster Rules and Regulations, approved by this Court in July 2001, carry
forward these requirements, providing for the initial reevaluation and reset of the Basin’s Safe
Yield in year 2010/2011. (Watermaster Rules and Regulations, § 6.5.) This timing for
reevaluation and reset was specifically selected to incorporate new data and information from the
ten-year period of 2000/2001 to 2009/2010 that would become available for the first time, post-
Peace Agreement. (April 11, 2014 Status Report on Watermaster’s Safe Yield Recalculation
(“April 2014 Status Report™), p. 2.) Section 6.5 of Watermaster’s Rules and Regulations,
approved by the Court in 2001, provides for the same.

Watermaster oversaw the installation of metering devices during the 2000-2002 timeframe
and began collecting metered production data, as the meters came online, from non-exempt
Agricultural Pool Producers within the Basin during the ten-year period of 2000/01 through
2009/10. (Declaration of Danielle Maurizio in Support of Watermaster’s Motion Regarding 2015
Safe Yield Reset Agreement, Amendment of Restated Judgment, Paragraph 6 (“Maurizio Decl.”),
at§ 4.) Thereafter, Watermaster updated its hydrologic model to undertake a long-term
hydrologic assessment of Basin conditions incorporating the newly obtained Production data.
(Declaration of Mark Wildermuth in Support of Watermaster’s Motion for Approval of 2015 Safe
Yield Reset Agreement, Amendment of Restated Judgment, Paragraph 6 (“Wildermuth Decl.”), at
15

In 2000, the Court also ordered Watermaster and the Parties to the Judgment to expand
Desalter capacity in the southwest portion of the Basin by 20 MGD as provided in the OBMP
Implementation Plan to protect against a decline in Safe Yield and for water quality benefits and
reserved the question of how “Future Desalter” capacity would be addressed. (July 13, 2000

Order Concerning Adoption of OBMP.) The construction of the Desalters represented a

? The OBMP Tmplementation Plan additionally provided for the computation and reset of the
Basin’s storage loss rate, which was superseded by an alternative mechanism, pursuant the Peace
1T Agreement. (OBMP Implementation Plan, p. 45; Peace II Agreement, § 7.4.) As described in
section II1.C.4.b., herein, Watermaster’s hydrologic consultant evaluated the storage loss rate
upon the achievement of Hydraulic Control, and paragraph 6.4 of the Agreement addresses the
reset of the storage loss rate.
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substantial engineering and financial undertaking that led to the formation of the Chino Basin
Desalter Authority (CDA), a joint powers agency composed exclusively of a subset of the Parties
to the Judgment. The planned Desalters were completed and fully operational as of 2006.

In 2007, the Partics to the Judgment entered into the Peace Il Agreement, responsive to
the Court’s request to expand desalter capacity to a full 40 MGD to achieve the OBMP
Implementation Plan objectives. Among other commitments, the Peace I Agreement (hereinafter
Peace Il Measures) set forth the respective rights and responsibilities for constructing 10 MGD of
additional desalting capacity in furtherance of the OBMP Implementation Plan and in full
satisfaction of the Parties’ Future Desalter obligations. (Peace IT Agreement, Art. V.) Following
a full briefing by Watermaster, receiving reports from the Special Referee and her assistant, and a
court hearing, the Court ordered Watermaster to proceed és provided in the Peace II Measures
and Watermaster and the Parties have designed, financed and complied with the direction by
constructing an additional 10 MGD of expanded Desalter capacity. (Wildermuth Decl., at § 8.)

The CDA and its members oversaw the expansion and the Court approved the plan in
2010. (Wildermuth Decl., at  8.) The expansion of the Desalters to the full planned capacity
will be completed in 2017, and an important objective, the achievement of Hydraulic Control,
will be completed as planned before the close of the present water Production year. (Storage Loss
Technical Memorandum, p. 1; Wildermuth Decl., at § 8.) Among the benefits the Parties will
enjoy upon the achievement of Hydraulic Control are the measured reductions in the losses of
water in storage accounts.

Despite the construction of the Desalters and the implementation of the Peace 11
Measures, the evaluation of available production data, long-term hydrology and prevailing
cultural conditions suggested that there may have been a decline in Safe Yield. (Wildermuth
Decl., at 9 10.) Accordingly the Parties to the Judgment engaged in peer review of the technical
evaluations and endeavored to address various issues and challenges related to Watermaster
accounting in light of a decline in Safe Yield and future Safe Yield resets. (Declaration of Peter
Kavounas in Support of Watermaster’s Motion for Approval of 2015 Safe Yield Reset

Agreement, Amendment of Restated Judgment, Paragraph 6 (“Kavounas Decl.”), at 9§ 9.)
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1. THE SAFE YIELD SHOULD BE RESET PURSUANT TO THE AGREEMENT

A. The Updated Medel is Able to Assist in the Evaluation

As described above, the Restated Judgment’s definition of Safe Yield includes the
consideration of the evolutionary land use conditions and the need to protect the Basin against
undesirable results. The evaluation of these considerations is aided by a model of movement of
water in the Basin. As previously described to the Court (see April 2014 Status Report; Status
Report on Watermaster’s Safe Yield Redetermination and Reset (July 10, 2015 ) (“July 2015
Status Report™), at the close of the ten-year period identified in the OBMP Implementation Plan
and the Rules and Regulations, in the opinion of its technical expert, Watermaster could not
competently perform the required reevaluation of Safe Yield because of insufficient data and the
absence of important analytical tools; namely, the ability to model the operation of the
groundwater basin to evaluate changes in cultural conditions over a long-term hydrologic record.
(See April 2014 Status Report, p. 2.)

In 2010/2011, Watermaster, through its consultant Wildermuth Environmental, Inc.,
began the process of methodically gathering and analyzing data, including newly available data
from the prior 10-year period. (April 2014 Status Report, p. 3.) Over the past four years,
‘Watermaster has caused the collection of all required data and fully funded the wotk of its expert
hydrologic consultant in updating its hydrologic model of the movement of water within the
Basin. (April 2014 Status Report, p. 3.)

This effort considered changes in overlying land uses and pumping patterns. In total, the
Watermaster Parties have paid more than $1,100,000 for the work undertaken in the creation of
the Updated Basin Model and the Updated Basin Model’s calculation of the Basin yield during
this Safe Yield recalculation and reset process. (Kavounas Decl., at 4 3.)

Following its completion of the forensic exercise of data collection, Watermaster caused
an update of the model evaluating long-term hydrology as well as changes in cultural conditions,
and then calibrated the model, Watermaster began the process of obtaining stakeholder input as
to the Safe Yield reevaluation process and peer review of the Updated Basin Model and the

consideration of whether production from the Basin at projected levels would cause undesirable
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results. (April 2014 Status Report, 3:10-12.)

Toward that end, a workshop on the update to the Model was held in November 2012,
and, following Watermaster’s initial Safe Yield reset workshop in July 2013, Watermaster held
numerous additional workshops and multiple technical modeling review sessions specifically in
regard to the update to the model. {April 2014 Status Report, 3:12-15; Kavounas Decl., at § 4.)
Reports on the process have been regularly presented at the regular meetings of the Pool
Committees, Advisory Committee, and the Watermaster Board. (Kavounas Decl., at 4.) Atthe
request of the members of the Appropriative Pool, Watermaster facilitated additional discussion
sessions among the Parties. (Kavounas Decl., at 4 5.)

Watermaster staff and consultants additionally conducted numerous meetings with smaller
subsets of interested Parties. (Kavounas Decl., at §5.) Having undertaken the process described
above, it is the opinion of Watermaster’s expert Mr. Wildermuth that Watermaster can
competently, reasonably, and accurately perform the required Safe Yield reevaluation,
incorporating the new data provided for in the OBMP Implementation Plan and Watermaster
Rules and Regulations, and prescribed by the prior Orders of this Court. (April 2014 Status

Report, p. 3.)

B. The Parties have Resolved Qutstanding Questions as to the Implementation of
the Court-Approved Management Agreements in Connection with a Decline
in Safe Yield and Future Safe Yield Resets

Throughout summer and fall of 2014, Watermaster held meetings and discussions among
stakeholders regarding the required Safe Yield reset and shared data and information, received
input on Safe Yield reset and other related subjects that were of concern to the stakeholders that
would result from the Safe Yield potentially being reset at less than 140,000 AFY. (July 2015
Status Report, at p. 3:13-23.) On July 10, 2014, the Appropriative Pool Committee took action to
request that Watermaster convene regular meetings, occurring twice each month, to allow the
Pool members to attempt to reach consensus as to the issues that might cascade from the
redetermination and reset of the Basin’s Safe Yield. (Kavounas Decl., at § 8.) On September 16,
2014, a Board workshop was held regarding the Safe Yield redetermination and reset issues.

(Kavounas Decl., at § 9.) In October and November of 2014, the Watermaster parties, at the Pool
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Committee, Advisory Committee and Watermaster Board meetings, discussed various approaches
to the determination and reset. (Kavounas Decl., at § 10.)

In November, 2014, the Advisory Committee requested, and the Watermaster Board
adopted the Advisory Committee’s recommendation that Watermaster convene a facilitated
process to identify and resolve all issues related to the successful completion of the Safe Yield
reset for congsideration by the Pool Committees, Advisory Committee and Watermaster Board in
mid-2015. (Kavounas Decl., at § 10; see also September 24, 2015 Watermaster Board Meeting
presentation, Resolution 2015-06. Resolution of the Chino Basin Watermaster Regarding 2015
Safe Yield Reset Agreement, attached as Attachment “1” to Kavounas Decl.; September 24, 2015
Watermaster Board Meeting agenda Staff Report, Chino Basin Safe Yield Redetermination and
Reset, attached as Attachment “2” to Kavounas Decl.) In December 2014, in response to a
request by the Advisory Committee, the Watermaster Board made available Watermaster legal
counsel to serve as the facilitator in the process. (Kavounas Decl., at 11.) A Facilitation and
Non-Disclosure Agreement (FANDA) was executed by a substantial number of stakeholders to
protect the confidentiality of their discussions and to preserve Watermaster counsel’s ability to
fully and fairly represent Watermaster. (Kavounas Decl., at 12.)

The parties to the facilitation process met at least weekly and, in many cases, multiple
times per week, in an attempt to achieve consensus as to the Safe Yield redetermination and reset
issues. (Kavounas Decl., at  13.) In total, in addition to the many informal meetings and
discussions that took place, the group of parties met more than 30 times. (Kavounas Decl., at §
13.) On May 27, 2015, all but one of the then-active parties to the FANDA, representing
approximately ninety (90) percent of total Production rights among them, reached a non-binding
agreement among their negotiating representatives on certain key principles embodied in the Safe
Yield Summary of Non-Binding Key Principles Derived from Facilitated Process’ (“Key
Principles”) and recommended that the parties continue to negotiate in good faith, with the goal to

reduce the Key Principles into a binding instrument for execution no later than September 1,

* The Key Principles were attached as Exhibit “A” to the July 10, 2015 Declaration of Bradley J.
Herrema in Support of Status Report on Watermaster’s Safe Yield Redetermination and Reset.
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2015. (Kavounas Decl., at 14.)

Upon the agreement of the Pools and Parties to the Watermaster Judgment that had not
been participating in the facilitation process, the Board directed Watermaster counsel lead the
parties to the Key Principles in the drafting of a binding instrument in a form ready for execution
no later than September 1, 2015, (Kavounas Decl., at 4 15.) On August 26, 2015, agreement was
reached as to a substantially complete draft of the 2015 Safe Yield Reset Agreement. (Kavounas
Decl., at ] 15.) The Agreement, its exhibits, and a draft of Resolution 2015-06 were presented to
the Pool Committees for review and comment at their September regular meetings. (Kavounas
Decl.,, at § 16.) Resolution 2015-06 (“Resolution of Chino Basin Watermaster Regarding 2015
Safe Yield Reset Agreement™) was approved by the Advisory Committee at its regular meeting
on September 17, 2015 and the Board adopted Resolution 2015-06 at its regular meeting on
September 24, 2015. (Kavounas Decl., at 4 16.) At the time of the filing of this motion, the
Appropriative Pool, the Overlying (Agricultural) Pool, and Three Valleys Municipal Water

District have also approved and executed the Agreement.® (Kavounas Decl., at § 18.)

C. The Court Should Order Watermaster to Proceed in Accordance with the
Agreement as Requested.

1. Overview of the Agreement

The Agreement, generally, addresses three primary subject matter areas: (i) the reset of the
Basin’s Safe Yield pursuant to the Restated Judgment, the OBMP Implementation Plan, and
Watermaster’s Rules and Regulations; (ii) the manner in which Watermaster should account for
various components of the recharge to the Basin in implementing the Court-Approved
Management Agreements; and, (iii) the establishment of Safe Storage Management Measures,
intended to ensure that withdrawals of groundwater from authorized storage accounts within the

Basin are safe, sustainable, and will not cause Material Physical Injury’ or undesirable results.

> Resolution 2015-06 is Exhibit “F” to the Agreement.

Tt is expected that remaining parties to the Agreement will approve and execute the Agreement
prior to the Court hearing on this motion. Watermaster will apprise the Court, prior to the
hearing, of the status of the parties’ approvals and executions.

" “Material Physical Injury" means material injury that is attributable to the Recharge, Transfer,
storage and recovery, management, movement or Production of water, or implementation of the
OBMP, including, but not limited to, degradation of water quality, liquefaction, land subsidence,
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The parties’ agreements in these areas are intended to guide Watermaster’s implementation of the
Judgment and the further agreements and orders thereunder, and to fairly and equitably resolve
potential disputes and compromise their potential claims as agreed. (Agreement, § 7.1.) The
signatories to the Agreement are consenting to the Court ordering Watermaster to proceed in
accordance with its terms. The Court’s order would be binding on all Parties to the Judgment
pursuant to its continuing jurisdiction. (Restated Judgment, § 15.) Many of provisions of the
Agreement are self-explanatory. The following discussion provides context for those elements

that may be more arcane or worthy of further description.

2, The Safe Yield Should be Reset to 135,000
a. This is the Initial Reset of the Safe Yield

The Judgment contains a definition of Safe Yield, but provides little gnidance as to how it
should be evaluated and reset. An important component of the Agreement is a methodology for
evaluating Safe Yield, set forth in the Reset Technical Memorandum (Exhibit “A” fo the
Agreement). Using the Updated Basin Model and the methodology described in the Reset
Technical Memorandum, the Safe Yield for the 2010/2011-2019/2020 time period identified in
the OBMP Implementation Plan and Watermaster’s Rules and Regulations is 135,000 afy.
{(Wildermuth Decl., at § 12.) The methodology will serve as an instruction to Watermaster for
future Safe Yield determinations.

As far as the specific application of the methodology, in this instance the Updated Basin
Model has been calibrated with a high degree of confidence and has been peer reviewed by
representatives of the Parties to the Judgment. (Wildermuth Decl., at § 7; Kavounas Decl., at §
7.) There is no evidence that has been presented to Watermaster that suggests that the Updated
Basin Model, developed by Mr, Wildermuth under the direction of Watermaster, is insufficient to
perform the evaluation described in the Reset Technical Memorandum. (Kavounas Decl., at 9 7.)

The methodology described in the Reset Technical Memorandurm is consistent with the

increases in pump lift (lower water levels) and adverse impacts associated with rising
groundwater, Material Physical Injury does not include "economic injury" that results from other
than physical causes. Once fully mitigated, physical injury shall no longer be considered to be
material. (Peace Agreement, 1.1(y); see Rules and Regulations, 1.1(uu).)
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Restated Judgment, OBMP Implementation Plan and the Court’s prior orders. Specifically, the
Updated Basin Model has incorporated data from the 2000/2001-2009/2010 period, as required
by the OBMP Implementation Plan, along with long-term hydrology from 1921 to the date of the
reset evaluation. Based on his vast experience in the field of groundwater hydrology and his
many years of experience in the Chino Basin, Mr. Wildermuth believes the approach to be a
prudent and reasonable professional methodology, consistent with professional custom, standard
and practice. (Wildermuth Dec., at § 6; Reset Technical Memorandum, at p. 2.)
b. Subsequent Resets and Associated Technical Work

Paragraphs 4.2 through 4.7 of the Agreement describe in further detail, beyond that
included in Elements 8 and 9 of the OBMP Implementation Plan, the manner in which subsequent
Safe Yield evaluations and resets would take place. Specifically, they provide that the
methodology utilized for the Agreement’s evaluation of the Safe Yield would be utilized for
subsequent evaluations of the Safe Yield, (Agreement, 9 4.4), for the annuval data collection and
evaluation, and Basin Model updates, that Watermaster will undertake in order to allow its
consultants to conduct necessary Safe Yield Evaluations (Agreement, § 4.5, 4.6), and for a
mechanism ensuring that this work will be subject to peer review by the Parties (Agreement, §
4.7). Further, the Agreement provides a timeframe for Watermaster’s initiation of the process for
the subsequent reset that will be effective on July 1, 2020. (Agreement, §4.2). Finally,
paragraph 4.3 of the Agreement contains the parties’ agreement that Watermaster may
recommend to the Court that the Safe Yield be reset other than on the existing decennial schedule
providéd for in the OBMP Implementation Plan, if, in the exercise of prudent management
discretion, a change in the Safe Yield of greater than 2.5% of the then-existing Safe Yield is
necessary. (Agreement, ¥ 4.3.)

These Basin protection measures provide greater certainty as to the manner in which Safe
Yield evaluations and reset processes will take place in the future. These measures additionally
establish a framework for the transparent management of the Basin to ensure protection of its

resources in the future. Consistent with the policy set forth in Article X, section 2 of the
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California Constitution®, they will ensure that the capacity of the water resources of the Basin —
being the quantity that may be annually produced without causing undesirable results — will be
available to be put to the beneficial use to the fullest extent of which they are capable.
c. Effect of Change in Safe Yield

Paragraph 4.8 of the Agreement provides that, notwithstanding that the Safe Yield reset is
effective as of July 1, 2010, Watermaster shall not seek to change its prior allocation of Safe
Yield and Operating Safe Yield during productions years 2010/11, 2011/12, 2012/13 and
2013/14. (Agreement, 9 4.8.) Based on the change in Safe Yield from 140,000 afy to 135,000
afy, the discrepancy in allocation for those four production years is 5,000 afy. As described
further in sections II1.C .4.a., below, the Basin protection measures to which the parties have
agreed (Agreement, §9 6.2, 6.3) will ensure that the Basin is not harmed by extractions of this

quantity of water. (Wildermuth Dec., at § 14.)

3. Watermaster should be Ordered to Account for Recharge Consistent
with the Agreement

As described above, in addition to the Restated Judgment, the parties are party to
agreements (e.g., Peace Agreement, Peace I Agreement) pursuant to which Watermaster
allocates and accounts for recharge to the Basin. As this is the first reevaluation and reset of the
Safe Yield since the entrance of the Judgment in 1978, during the process of Watermaster’s
presentation of the Updated Basin Model and Watermaster’s consultant’s evaluation of the Safe
Yield, questions arose among the parties as to the effects of Watermaster’s implementation of the
Court-Approved Management Agreements, including the manner in which Watermaster must
allocate and account for various components of the recharge to the Basin. As described in more
detail below, Article 5 of the Agreement includes a fair and equitable resolution of the parties’

uncertainty as to the proper implementation of their prior agreements, and the Court should direct

8 Article X, section 2 provides in relevant part, “It is hereby declared that because of the
conditions prevailing in this State the general welfare requires that the water resources of the
State be put to beneficial use to the fullest extent of which they are capable, and that the waste or
unreasonable use or unreasonable method of use of water be prevented, and that the conservation
of such waters is to be exercised with a view to the reasonable and beneficial use thereof in the
interest of the people and for the public welfare.”
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Watermaster to comply with these provisions.

As the rights of the members of the Overlying (Agricultural) and Overlying (Non-
Agricultural) Pools are fixed (Restated Judgment, § 8; see also Exhibits “C” and “D” to the
Restated Judgment), the effect of a decline the Safe Yield is borne entirely by the members of the
Appropriative Pool (Restated Judgment, 4 9). Accordingly, the provisions of Article 5 affect only
the allocation of and accounting for water among the members of the Appropriative Pool.
Watermaster has no separate responsibility under this Article other than to account for stormwater
recharge and Desalter-induced recharge in the manner in which the parties have agreed is correct
and each of the Pools and the Advisory Committee have recommended.

a. Stormwater Recharge

Paragraph 5.1 of the Agreement includes the parties’ agreement as to the allocation of,
and accounting for, stormwater recharge to the Basin during the term of the Peace Agreement.
Specifically, the parties have confirmed Watermaster’s prior allocation of stormwater recharge is
consistent with the Court-Approved Management Agreements (Agreement, ¥ 5.1(a)), and
resolved among themselves the manner in which Watermaster would allocate and account for
stormwater recharge for future stormwater recharge projects — including prior to and after
subsequent resets of the Safe Yield (Agreement, § 5.1(b)). This provision of the Agreement
provides clarity to Watermaster in its implementation of the Court-Approved Management
Agreements’ provisions (see, e.g., Peace Agreement,§y] 4.5, 7.5(b)) as well as the provisions of
paragraph 10 of the Appropriative Pool Pooling Plan,” and addresses the manner in which any
portion of the share of Safe Yield allocated to the Overlying (Agricultural) Pool that is not
produced will be made available for reallocation to members of the Appropriative Pool. At the
time the parties entered into the Peace Agreement it was anticipated that the Safe Yield of the
Basin would have increased at the time of the initial reset in 2011. (Wildermuth Dec., at § 15.)
Accordingly, the Agreement’s clarification is helpful to Watermaster in directing it how to
implement both the Court-Approved Management Agreements and Appropriative Pool Pooling

Plan provisions in the event of the Safe Yield’s decline to 135,000 afy and for future Safe Yield

? The Appropriative Pool Pooling Plan is contained in Exhibit “H? to the Restated Tudgment.
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resets, and will enable a fair, balanced and efficient administration of the Court-Approved
Management Agreements, and Watermaster knows of no reason why it should not be approved.

Paragraph 5.1(c) of the Agreement describes the agreement by the members of the
Appropriative Pool as to the allocation of Participation Shares in future stormwater recharge
projects, including their agreement as to how those Participation Shares may be made available
within the Appropriative Pool if some members of the Appropriative Pool may not wish to
participate in those projects. The Peace Agreement obligates Watermaster to exercise best efforts
to maintain the Safe Yield through recharge and replenishment to the Basin (Peace Agreement, ¥
5.1(e)(1)), and the Parties to the Judgment have recommended the implementation of stormwater
recharge “yield enhancement™ projects that are estimated to result in net new stormwater recharge
to the Basin in excess of 6,400 afy. (See Motion for Court Approval of 2013 Amendment to 2010
Recharge Master Plan Update; Request for Intervention by TAMCO, at 7:23-8:12; Kavounas
Decl., at § 20.)

Paragraph 5.1(c) provides a mechanism whereby members of the Appropriative Pool that
may not desire the yield enhancement benefits of a future suite of proposed stormwater recharge
projects (“Post-2014 Stormwater Recharge Program™) may opt out of participation — both as to
the yield benefits and the financial obligations associated therewith. There may be members of
the Appropriative Pool that, because of the projected future water demands within their systéms
and their existing supply portfolios, do not desire the additional projected recharge, or expenses,
associated with new stormwater projects. (Kavounas Decl., at 9 21.) There are other parties
within the Appropriative Pool, particularly those with service areas in which there has been
substantial growth since the time of the 1978 entrance of the Judgment, that may desire to assume
the financial obligations of those parties in exchange for the potential net new recharge that is
projected to arise from the suite of projects. (Kavounas Decl., at § 21.)

As an example, the Fontana Water Company, which intervened into the Appropriative
Pool during the 1989-90 Production Year with no Safe Yield right (July 26, 1991 Order
Approving Interventions and Assignments of Rights), has agreed to assume — and would be given

the first priority right to — the Participation Shares representing 2,000 afy of net new stormwater
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recharge from all Post-2014 Stormwater Recharge Programs. (Agreement, ¥ 5.1(c)(iii).) In the
event that no member of the Appropriative Pool opts out of participation in a Post-2014
Stormwater Recharge Program, but a member of the Appropriative Pool' instead otherwise
desires to transfer, lease, or assign its Participation Shares, Fontana Water Company will have a
right of first refusal until it has acquired a cumulative maximum of 2,000 afy of Participation
Shares. (Agreement, §5.1(a).)

The parties” agreement in regard to the manner of allocation of obligation and benefits of
Post-2014 Stormwater Recharge Programs fulfills their commitment as part of the 2013
Amendment to 2010 Recharge Master Plan Update process to explore mechanisms other than
those applied to past stormwater recharge projects. {See Motion for Court Approval of 2013
Amendment to 2010 Recharge Master Plan Update; Request for Intervention by TAMCO, at
8:18-20; 2013 Amendment to the 2010 Recharge Master Plan Update, p. 8-12.) It has no effect
other than the accounting allocation among the members of the Appropriative Pool of Post-2014
Stormwater Recharge Program recharge and the costs for development of the same. Watermaster
knows of no opposition to this mechanism, which has been recommended to Watermaster by the
each of the three Pools and the Advisory Committee.

b. Desalter-Induced Recharge

The Desalters are a key feature of the OBMP Implementation Plan and the Maximum
Benefit approach to management of the water quality within the Basin. The responsibility for
their financing, for the offset or replenishment of their Production, including the accounting for
the recharge to the Basin induced by their operation, has been the subject of many prior
agreements among the Parties. (See, e.g., Peace Agreement, § 7.2; Peace II Agreement, ¥ 5.3-
5.7; Watermaster Resolution No. 2010-04 (“Resolution of the Chino Basin Watermaster
Regarding Implementation of the Peace 1T Agreement and the Phase I1I Desalter Expansion in
Accordance with the December 21, 2007 Order of the San Bernardino Superior Court™).)
Paragraph 5.2 of the Agreement includes the parties’ agreement as to the treatment of recharge to

the Basin that has been induced by the operation of the Desalters (“Desalter-Induced Recharge™).

" The City of Ontario is excepted from this provision of the Agreement.

CHINO BASIN WATERMASTER MOTION RE 2015 SAFE YIELD RESET AGREEMENT, AMENDMENT OF
RESTATED JUDGMENT
15




BROWNSTEIN HYATT FARBER SCHRECK, LLP

1020 State Street
Santa Barbara, CA 95101-2711

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Paragraph 5.2(a) confirms the parties’ agreement that Watermaster’s prior accounting for
Desalter-Induced Recharge was consistent with the Court-Approved Management Agreements.
Paragraph 5.2(b) contains the parties® agreement as to the methodology for estimation of
the quantity of Desalter-Induced Recharge that, pursuant to paragraphs 6.2(a)(iii) and 7.1 of the
Peace IT Agreement, is allocated to offset Desalter production. Paragraph 6.2 of the Peace 11
Agreement (“Peace 11 Desalter Production Offsets™) describes sources of water that will be made
available for purposes of Desalter Production; subsection (a)(iii) includes “New Yield {other than
Stormwater).”"" Peace Il Agreement Paragraph 7.1 (“New Yicld Attributable to Desalters’™)

provides that Watermaster will annually determine the quantity of Desalter-Induced Recharge.

Any subsequent recalculation of New Yield as Safe Yield by

Watermaster will not change the priorities set forth [in paragraph

6.2] for offsetting Desalter production as set forth in Article VII,

Section 7.5 of the Peace Agreement For the initial term of the Peace

Agreement, neither Watermaster nor the Parties will request that

Safe Yield be recalculated in a manner that incorporates New Yield

attributable to the Desalters into the determination of Safe Yield so

that this source of supply will be available for Desalter Production

rather than for use by individual parties to the Judgment. (emphasis

in original)

Read together as part of an integrated document, Paragraphs 6.2(a)(iii) and 7.1 of the

Peace I Agreement provide that, through 2030™, recharge attributable to the Desalters will be
allocated for Desalter Production and not allocated as Safe Yield producible by the Parties to the
Tudgment. Paragraph 5.2(b) of the Agreement includes the parties’ agreement as to how this
quantity will be estimated (50% of Desalter Production), and that it will be allocated to Desalter
Production and not to the Parties to the Judgment as part of their allocations of the Safe Yield
(“During each applicable production year, Watermaster shall reduce the Safe Yield by an amount
equal to fifty (50) percent of total Desalter Production...”).

Further, paragraph 5.2(b) clarifies that such a reduction in Safe Yield to allocate the

' vNew Yield" means proven increases in yield in quantities greater than historical amounts from
sources of supply including, but not l[imited to, capture of rising water, capture of available storm
{low, operation of the Desalters (including the Chino I Desalter), induced Recharge and other
management activities implemented and operational after June 1, 2000. (Peace Agreement, §
1.1{aa).)

12 The initial term of the Peace Agreement will expire in 2030. (Peace Agreement, § 8.2.)
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Desalter-Induced Recharge to Desalter Production will be considered, pursuant to paragraph 10 of
the Appropriative Pool Pooling Plan, a reduction in the Safe Yield by reason of recalculation
thereof, which will be supplemented through the allocation of the share of Safe Yield allocated to
the Overlying (Agricultural) Pool that is not produced will be available for reailocation to
members of the Appropriative Pool. The parties confirm that the reallocation will take place
consistent with the terms of their prior Agreements (Peace IT Measures’ amendment to
Watermaster Rules and Regulations paragraph 6.3(c)) and the Court’s prior orders (e.g., October
8, 2010 Order Approving Watermaster’s Compliance with Condition Subsequent Number Eight
and Approving Procedures to be used to Allocated Surplus Agricultural Pool Water in the Event
of a Decline in Safe Yield).

Finally, paragraph 5.2(c) of the Agreement provides that the Agreement’s provisions
pertaining to Desalter-Induced Recharge are [imited to the term of the Peace 1T Agreement and
that the during any Peace Agreement extension term, the treatment of Desalter-Induced Recharge
will be subject to the negotiation of a new and separate agreement among the Parties to the
JTudgment. However, unless otherwise agreed by the Parties, during the extension term,
Watermaster shall not require supplementation by the reallocation of a portion of the unproduced
Agricultural Pool’s share of Safe Yield.

Ag described above, the provisions of Article 5 of the Agreement — including paragraph
5.2 addressing Desalter-Induced Recharge — assist Watermaster in its implementation of the
provisions of the Court-Approved Management Agreements relating to allocation of and
accounting for Desalter-Induced Recharge. This interpretation and approach is agreed upon by
the parties to the Agreement, and recommended by each of the three Pools and the Advisory
Committee. The proposed resolution construes the Court-Approved Management Agreements,
and enables a fair and equitable and efficient administration of them as well as the Court’s prior
orders.

c. Accounting after the Expiration of Peace Il Agreement Provisions

Paragraph 5.3 of the Agreement confirms and clarifies the parties’ shared understanding

that at the expiration of the Peace 1T Agreement, the arrangements made among them as part of
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the Peace Il Measures, and in connection with the Court-ordered conditions subsequent thereto,
will expire. These specifically include the Peace Il Agreement’s provisions relating to the
allocation of surplus (unpumped) water by the Agricultural Pool requiring that claims for the
Early Transfer of 32,800 AFY and for Land Use Conversion be given equal priority, including (i)
the Peace I Measures’ amendment to Section 6.3(c) of Watermaster’s Rules and Regulations, and
(ii) Section II1.(6) of the Court’s October 8, 2010 Order Approving Watermaster’s Compliance
with Condition Subsequent Number Eight and Approving Procedures to be used to Allocate
Surplus Agricultural Pool Water in the Event of a Decline in Safe Yield.

The parties additionally confirm and clarify their understanding that in any Peace
Agreement extension term, the previous changes to Restated Judgment, Exhibit “H”, Paragraph
10(b)3)(1) effectuated by Paragraph 4.4(c) of the Peace Agreement - which, to the extent
sufficient unallocated Safe Yield from the Agricultural Pool is available for conversion claims,
allocate 2.0 acre-feet of unallocated Safe Yield water for each converted acre - shall remain in
effect. This section confirms the shared understanding of the parties in any extension term of the
Peace Agreement and is consistent with Watermaster’s current understanding as to the duration of
the identified provisions of the aforementioned agreements and orders.

d. Amendment to Re-Operation Schedule

The parties’ Agreement, as a condition precedent to the effect thereof, includes the
proposed amendment of the Court-approved schedule for access to Re-Operation water.?
{Agreement, 2.1(b)(ii).) As defined in the Peace Il Agreement, Re-Operation is the controlled
overdraft of the Basin by the managed withdrawal of groundwater Production for the Desalters
and the potential increase in the cumulative un-replenished Production from 200,000 authorized
by paragraph 3 of the Engineering Appendix (Exhibit “T” to the Judgment), to 600,000 acre feet
for the express purpose of securing and maintaining Hydraulic Control as a component of the
Physical Solution. (Peace Il Agreement, 1.1(d).)

As part of the Peace [T Measures, the Restated Judgment’s Engineering Appendix was

amended to specify that the additional 400,000 acre-feet of controlled overdraft will be dedicated

3 The proposed amended schedule is attached to Resolution 2015-06 as Exhibit “C.”
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exclusively for the purpose of Desalter replenishment. (Restated Judgment Exhibit “I” section
2.(b)[3].) Pursuant to paragraph 7.2 of the Peace 1l Agreement, and as a condition subsequent to
the Court’s approval of the Peace Il Agreement (Order Concerning Motion for Approval of Peace
I Documents (Dec. 21, 2007), at p. 8:16-20)), Watermaster, Western Municipal Water District
(WMWDj and the members of the Appropriative Pool were to determine how to allocate the
controlled overdraft among the Desalters, and according to what schedule it would be used. To
the extent that the groundwater wells for the new Desalters (aka “Future Desalters™) pump at least
50 percent of their water from the “Southern End” of the Basin as defined graphically on Exhibit
“3” to the Peace 11 Agreément, those Future Desalters would have first priority to the controlled
overdraft water.™

Watermaster, on behalf of the Parties, submitted a proposed corrected’ initial schedule
for the access to the Re-Operation water to the Court on February 1, 2008 as part of its
compliance with Condition Subsequent 2 to the Court’s approval of the Peace II Measures, and
the Court approved this schedule. (Watermaster Compliance with December 21, 2007 Order
Conditions One and Two.) In compliance with Condition Subsequent 7 to the Court’s approval
of the Peace II Measures, on December 23, 2008, Watermaster submitted to the Court a revised
schedule to replace the initial schedule.'® The Court approved this revised schedule on February
2, 2009, and the schedule for access to thé Re-Operation water has not been amended since that
time.

The proposed revised schedule would reallocate, among the original Desalters and the
Desalter Expansion, the availability of Re-Operation water, to ensure that, consistent with the

expectations of the Desalter Parties at the time of the Peace Il Agreement, the total quantity of

" T this way, the allocation of the controlled overdraft water made available through Basin Re-
operation would facilitate the ability of the parties to implement the final, and perhaps most
difficult, increment of desalting capacity for the Basin.

A corrected schedule was necessary because modeling showed that the initial schedule was too
aggressive in assumptions regarding the timeframe over which New Yield would be realized as a
result of Re-Operation. (See Watermaster Compliance with December 21, 2007 Order
Conditions One and Two, pp. 17-18.)

$Revision to the schedule was necessary it was necessary to reconcile New Yield and stormwater
estimates for 2000/01 through 2006/07, and address how Watermaster would account for
unreplenished overproduction for that period.
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Re~Operation Water will be utilized during the term of the Peace 11 Agreement (by 2030}, In
2007, WMWD proposed to assume the obligation of pursuing the Future Desalters and they were
subsequently joined by the Jurupa Community Services District and the City of Ontario.
(Wildermuth Dec., at ¥ 9.) This initial group comprised less than the complete CDA membership
— that had constructed and was operating the then-existing Desalters. (Wildermuth Decl., at 9§ 9.)
The proposed allocation of Re-Operation water was apportioned among the then-existing and the
planned future Desalters, to ensure the completion of the additional 10 MGD of desaiting capacity
by WMWD and to reflect its capital commitments.

Since that time, WMWD has joined the CDA and the entirety of the Desalter pumping
contemplated under the OBMP Implementation Plan is consolidated within CDA. Accordingly,
the differential allocation of access to Re-Operation water among the groups of Desalters is no
longer necessary and allowing access to the Re-Operation water for any Desalter pumping will
ensure that the intent of the Peace II Agreement — that this water be utilized during its term — and
the corresponding Maximum Benefit benefits are realized. Consequently, there is no remaining
purpose for segregating the Re-Operation water and the schedule can be modified as
recommended by the patties, cach of the three Pools and the Advisory Comiittee. Watermaster
is informed that JCSD now opposes the modification of the schedule, but it has articulated no
prejudice from this proposed modification or any basis for Watermaster to conclude that
maintaining the existing schedule provides a distinct material benefit to JCSD or any other party.

It is true that one of the impacts of the proposed adjustment to the schedule for availability
of the Re-Operation water is that the members of the Appropriative Pool will incur an immediate
Desalter offset obligation and this obligation will increase gradually until the Re-Operation watex
is gone, which has the effect of gradually acclimating the Appropriative Pool members into
Desalter Replenishment and avoids the shock to their water supplies that might be associated with
a large initial obligation. Watermaster acknowledges that the Agreement apportions increased
financial burdens among all parties and, in this instance, assuming tesponsibility for the payment
of replenishment water. Nevertheless, JCSD has not demonstrated an impact unique to JCSD.

The Court should approve this amendment to the schedule for access to Re-Operation
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water, as its goals are appropriate and in furtherance of the Judgment, and the prior agreements
and Court orders, and will ensure that the purpose of the Re-Operation water will be served and
allows the parties, per their desire, to begin to fulfill their Desalter Replenishment obligation

gradually, but with certainty for their water supply planning purposes.

4. The Court Should Approve the Safe Storage Management Measures
and Order Watermaster to Apply Them in Accordance with the
Agreement

Using methodology consistent with prudent professional standards, Watermaster’s
hydrologic consultant estimates that since the early 1900s, more than 2.1 million AF was
withdrawn from the Basin in excess of recharge to the Basin. (Wildermuth Decl., at § 17.) These
conditions, in part, initially led to the OBMP’s conclusion that the de-watering of the Basin had
resulted in substantial capacity to safely store water to add to the region’s water supply reliability.

Groundwater storage is administered by Watermaster under the Judgment and no person
may store water in the basin without an agreement with Watermaster. (Restated Judgment, 49 11-
12.) Storing water within the Basin storage serves the public interest of creating flexibility and
added water supply reliability for the benefit of the Parties to the Judgment and those that rely
upon them for water. The OBMP anticipated and sought to promote maximizing groundwater
storage in a manner that did not cause Material Physical Injury.

The authorized actions of the Parties to the JTudgment have led to a successful
implementation of the OBMP by the Appropriative Pool parties’ accumulation of approximately
357,000 AFY of water in storage for future beneficial use. (Safe Storage Technical Memo, p. 6.)
As compared to the annual Safe Yield of the Basin, this equates to 2}z years of a reserve water
supply for the uses relying on the Basin for a portion of their water supply needs.

While the condition of holding water in storage is desirable, the stored water must be
thoughtfully managed. For example, the volume in the stored water accounts of members of the
Appropriative Pool, excluding Supplemental Water, was approximately at 231,000 acre-feet as of
June 30, 2014. (Safe Storage Technical Memo, p. 6.) During the period 2000-2014 there was an
increase of more than 200 percent in non-Supplemental Water storage accounts. (Safe Storage

Technical Memo, p. 2.) Over this same period, the short term actual measured net recharge was
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less than total rights allocated to the Parties to the Judgment by as much as 130,000 AF. (Safe
Storage Technical Memo, p. 6.) Without implying a causal connection, during the period of
reduced recharge, a short term accumulation of water in storage, particularly through storage of
Excess Carry-Over water, occurred.

Given the prior depletion of storage, the overarching conditions of drought emergency
now prevailing within the State, and the desire to protect the Basin, the Safe Storage Management
Measures, including the Safe Storage Reserve, are an appropriate mechanism to ensure
withdrawals of stored water is safe and sustainable. To ensure that an accelerated cumulative
draw on this stored water does not create undue risks, Article 6 of the Agreement contains the
parties’ agreement as to storage management measures intended to ensure that withdrawals of
groundWater from authorized storage accounts within the Basin are safe, sustainable, and will not
cause Material Physical Injury or undesirable results. (Agreement, §6.1) The individual
measures contemplated by the Agreement — a Safe Storage Reserve and the development of a
future Storage Management Plan — are described in further detail below.

a. The Safe Storage Reserve and Storage Management Plan

Paragraph 6.2 would establish the mechanism for a potential future Safe Storage Reserve
comprising 130,000 acre-feet of the water in the non-Supplemental Water storage accounts of the
members of the Appropriative Pool as a quantity of reserve sufficient to protect the Basin,
However, the concern for protection of the Basin is also balanced with temporary needs in the
event of emergency or to support Desalter Replenishment. Up to 100,000 af could be accessed in
the event of an emergency,!” subject to refill of the quantity withdrawn within three years and a
Watermaster finding that the withdrawal will not result in Material Physical Injury or undesirable
results. (Agreement, 9 6.2(c)(i}.) 30,000 acre-feet may be called upon by the members of the
Appropriative Pool for Desalter Replenishment — without the requirement to refill that portion of

the Reserve — after 2024, again subject to a Watermaster finding that the withdrawal will not

7 For purposes of paragraph 6.2(c)(i), an emergency condition exists in the event that the member
of the Appropriative Pool has made a finding, in its discretion, pursuant to Water Code section
350 ot other applicable law, that the ordinary demands and requirements of its customers cannot
be satisfied by its other supplies such that, without access to this water, it would have insufficient
supplies for human consumption, sanitation, and fire protection.
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result in Material Physical Injury or undesirable results. (Agreement, ¥ 6.2(c)(ii).)

The Safe Storage Reserve quantity would be allocated among the members of the
Appropriative Pool, pro rata, based on their Non-Supplemental Water storage account balances
as of July 1, 2015, as illustrated in Exhibit C to the Agreement. (Agreement, § 6.2(a).) The
parties, in consultation with Watermaster’s consulting hydrologist Mr. Wildermuth, determined
that the Safe Storage Reserve quantity would be sufficient to ensure protection against a
precipitous drop in water levels, undesirable results, and Material Physical Injury while a Storage
Management Plan is developed by the parties. (Agreement, ¥ 6.2; Safe Storage Technical Memo,
pp. 8-9.)

The parties would not be restricted in any transaction involving stored water by the
establishment of the Safe Storage Reserve. They assume an obligation to ensure that there is a
Safe Storage Reserve of 130,000 acre-feet of water in their non-Supplemental Water stored water
accounts if and when the total quantity of water in those storage accounts declines to a quantity of
150,000 acre-feet.

The likelihood that this condition will be triggered in the short-term is extremely remote.
The volume in the stored water accounts of members of the Appropriative Pool, including
Supplemental Water, is approximately 357,000 as of June 30, 2014. (Safe Storage Technical
Memorandum (attached as Exhibit “E” to the Agreement), at p. 6.) The Parties to the Judgment
presently lack the infrastructure capability (wells and pipelines) to produce the quantity of water
from storage that would trigger the Safe Storage Reserve. (Safe Storage Technical Memorandum,
atp. 7.) Even if there were capacity, at a rate of withdrawal commensurate with demands, it
would not be sufficient to reduce stored water to a level less than 150,000 af within five years.
(Safe Storage Technical Memorandum, at p. 7.) If and only if the total quantity of qualifying
water in storage reaches 150,000 acre-feet, are members of the Appropriative Pool restricted in
their transactions and withdrawals, including in having to énsure that their proportional
quantitates of the Reserve are retained in storage. (Agreement, § 6.2(b)(ii).)

In the unlikely event the condition is triggered, Watermaster would provide notice that the

balance of qualifying water in storage has reached 150,000 acre-feet, and would annually report
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to the parties the non-Supplemental Water stored water accounts balance, as an advance reminder
of the restricted access to the Safe Storage Reserve. (Agreement, §6.2(b)(i).)
b. Storage Losses

Section 7.4(b) of the Peace TT Agreement (“Storage: Uniform Losses™) provides that,
following Watermaster's determination that it has achieved Hydraulic Control and for so long as
Watermaster continues to sustain losses from the Basin to the Santa Ana River at a de minimis
level (less than one percent), any Party to the Judgment may qualify for the Post-Hydraulic
Control uniform loss percentage of less than one percent if it meets certain criteria regarding
contributions to the implementation of the OBMP and promised future compliance with the
Watermaster Rules and Regulations.

The achievement of de minimus outflow to the Santa Ana River represents an achievement
of an important milestone for the Parties to the Judgment and Watermaster, with their having
successfully designed, funded and fully constructed the desalting capacity required to obtain
Hydraulic Control. Paragraph 6.4 of the Agreement identifies that, upon the achievement of
Hydraulic Control, the storage loss contemplated in section 7.4(b) of the Peace 1T Agreement will
be 0.07 percent. (Agreement, § 6.3.) This determination is a result of modeling done by
Watermaster’s hydrologic consultant, which is described in a separate Technical Memorandum.

(Exhibit “ID” to the Agreement.)

D, The Agreement is Consistent with the Best Interests of the Basin

1. Standard of Review

The Agreement addresses the initial reset of the Safe Yield, Watermaster’s processes for
future resets, Watermaster’s accounting for recharge to the Basin, as it is affected by the Safe
Yield’s decline, and provides for the establishment of Safe Storage Management Measures to
ensure that withdrawals of water from storage within the Basin will not result in Material Physical
Injury or undesirable results. The reset of the Safe Yield requires the amendment of the Judgment
and is brought under Paragraph 15 of the Judgment; the Court’s review of the other provisions of
the Agreement is subject to the broader review provision of Paragraph 31.

The Judgment does not specify the standards that should be used by the Court in
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evaluating proposed Judgment amendments under Paragraph 15, or Watermaster discretionary
actions under Paragraph 31. In its review of the original Peace Agreement, the Court analyzed
whether the measures were consistent with and promoted the Physical Solution under the
Tudgment, and whether they were consistent with Article X, section 2 of the California
Constitution.

Under paragraph 31, the only standard stated is that the review is de novo. Paragraph 15
also provides little guidance except in the case of a proposed modification to the assessment
formula described in Paragraph 7 of Exhibit “H” to the Judgment. If certain voting thresholds are
met, then under this standard the Court shall allow the change unless there are, “compelling
reasons to the contrary.” (Restated Judgment, § 15.) This test is also articulated in a different
context in Paragraph 16 of the Judgment.

As described above, Watermaster believes the agreement of the vast majority of the
Parties is consistent with the Physical Solution under the Judgment, and consistent with Article X,

section 2 of the California Constitution.

2. The Agreement is Consistent with Article X, section 2 of the California
Constitution

Article X, section 2 of the California Constitution provides in relevant part, “It is hereby
declared that because of the conditions prevailing in this State the general welfare requires that
the water resources of the State be put to beneficial use to the fullest extent of which they are
capable, and that the waste or unreasonable use or unreasonable method of use of water be
prevented, and that the conservation of such waters is to be exercised with a view to the
reasonable and beneficial use thereof in the interest of the people and for the public welfare.”

Watermaster’s objective, in its administration of the Court-Approved Management
Agreements, is to achieve the optimum management of the Basin as contemplated by paragraph
41 of the Judgment and to meet the obligations of Article X, Section 2 of the California
Constitution. Wisdom and experience suggest that the best way to accomplish that is with the
broad support of the parties charged with the burden of implementation.

One of the core tasks for Watermaster is to implement the OBMP pursuant to the OBMP
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Implementation Plan and other Court-Approved Management Agreements. (Restated Judgment,
T41.) Asthe name suggests, the purpose of the OBMP is to find a way to manage the Chino
Basin in an “optimum” manner. The word “optimum’ as it occurs in the Judgment is used in a
non-technical sense to simply refer to an attempt to manage the Basin in the best manner possible.
Optimum Basin management in this sense should take account of a variety of factors, including
the requirements of state law including Article X, Section 2 of the California Constitution, the
public interest, and, perhaps most importantly, the dictates of the 1978 Judgment.

In addition to the requirement to maximize the beneficial use of water, the Judgment states

the need to

[Plrovide maximum flexibility and adaptability in order that
Watermaster and the Court may be free to use existing and future
technological, social, institutional and economic options to
maximize the beneficial use of the waters of the Chino Basin.
(Restated Judgment, 40.)

Central to the Judgment is the priority extended to maximizing beneficial use and the
undegstanding that neither the world nor technology would remain frozen in 1978. Paragraph 40
contemplates that, in the administration of the Judgment through the implementation of the
OBMP, the Court, and Watermaster, would be responsive to requests similar to that made
previously through the Peace Agreement and Peace 1l Measures, which seek to improve

management strategics and an improve technical understanding of the Basin.

3. Chino’s Allegations are Unsupported by any Evidence, Three Pools
and the Advisory Committee

The City of Chino has expressed concerns regarding the Agreement, speaking at
Committee and Board meetings, as filed in its responsive pleading to Watermaster’s July 2015
Safe Yield Reset Status Report, and appearing at the August 21, 2015 hearing on the July 2015
Status Report . (Kavounas Decl., at § 22; see August 11, 2015 City of Chino’s Supplement to
Status Report on Watermaster’s Safe Yield Redetermination and Reset.) Chino objects to
Watermaster’s endorsement of the Agreement on the basis that: (i) Watermaster was biased in the
process; (ii) inflow generated from the Desalters may not be apportioned separately from Basin

Production Rights; and (iii) the Safe Storage Management disproportionately burdens Chino, It
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contends that the latter burden actually constitutes a taking. The three Pool Committees and the
Advisory Committee heard Chino’s concerns and nevertheless, they each recommended the
Agreement for endorsement by Watermaster and a Court order requiring Watermaster to proceed
in accordance with its terms. Watermaster’s evaluation and response to Chino’s concerns is set
forth below.

a. Process of Development of Agreement

Chino has stated that Watermaster’s participation in the preparation of the Agreement was
inappropriate, because it has assumed the role of arguing on behalf of certain Parties and against
Chino, violating its obligation to remain neutral and not take sides on behalf of certain Parties.
As the facilitator, Watermaster’s counsel and staff strived to serve in a facilitation role pursuant to
the request and direction of the parties to the FANDA process. Chino was a signatory to the
FANDA.

Without disclosing the confidences of the facilitation, the facilitator’s role was not to
advocate for or against any of positions of the parties or the provisions of the Agreement, but to
assist the parties in reaching agreement and, to the extent possible, consensus. All
communications occurring in the facilitation process are conditional and privileged and
Watermaster counsel has respected this privilege.

The proposed resolution of complex issues embodied in the Agreement is supported by
parties composing greater than 8S5percent of the total Production in the Basin, has been approved
by each of the three Pools and the Advisory Committee. It is consistent with Article X, section 2
of the California Constitution mandating the reasonable use of all water in the State, the
Judgment, and the Court-Approved Management Agreements.

Watermaster is not a signatory to the Court-Approved Management Agreements binding
among the parties thereto. Watermaster administers the agreements as ordeted by the Court.
Watermaster accepts, acknowledges and understands that its continued administration of the
agreements and the Agreement will require a further order of the Court and it lacks the authority

to act without the Court’s concurrence.
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b. Accounting for Desalter-Induced Recharge

Chino has stated that Watermaster cannot support the Agreement because it is prohibited
from advancing an agreement pertaining to Watermaster’s accounting for Desalter-Induced
Recharge because Watermaster could not do so concurrently with its obligation to proceed
consistently with the Peace Agreements. This position relies on the Court accepting Chino’s
interpretation of the various Court-Approved Management Agreements and its argument that the
Judgment, Peace Agreement, and Appropriative Pool pooling plan do not permit “Basin water” to
be allocated to the Desalters, and that such water must be allocated to Appropriators.

While the accounting provisions of the Agreement are agreements among the parties as to
the effect of their prior agreements, the Agreement’s treatment of Desalter-Induced Recharge are
consistent with Peace 1 Agreement, paragraph 7.1, which provides that for the term of Peace II,
“no party will ask that recharge attributable to the Desalters be allocated to the Parties as part of
the producible Safe Yield, so that it may be used to offset Desalter production.” The City of
Chino is a Party to the Judgment, subject to the earlier orders of this Court and consequently
bound by this term. Moreover, its present claims are inconsistent with the agreed interpretation of
the Court-Approved Management Agreements expressed by the Agreement now supported by
parties composing greater than 85percent of the Production in the Basin, three Pools and the
Advisory Committee.

c. Storage Management Measures

Finally, Chino raised concerns with the Safe Storage Management Measures. It has
alleged that the Measures, as prohibiting its production of 130,000 acre feet currently held in
storage by the members of the Appropriative Pool, and as Chino is the owner of more of that
water than any other appropriator (28.3percent), it will digproportionately “lose” more carry-over
water than any other member of the Appropriative Pool. Chino has described the effect of the
Storage Reserve as “taking” its water presently held in storage and stated that Watermaster’s
motion for reset of Safe Yield should be considered an eminent domain action. No other Party
has made a similar allegation.

In relevant part, the Judgment provides:
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It is essential that said reservoir capacity utilization for storage and
conjunctive use of supplemental water be undertaken only under
Watermaster control and regulation, in order to protect the integrity
of both Stored Water and Basin Water in storage and the Safe Yield
of Chino Basin. (Restated Judgment, 4 11 emphasis added.)

Thus, the use of storage capacity in the Chino Basin is, and has been since the entry of the
Judgment, subject to Watermaster regulation. Moreover, the use of storage capacity in the Basin,
including Excess Carryover (Non-Supplemental) requires a storage agreement with Watermaster.
(Restated Judgment, § 12.) The Court-Approved Management Agreements provide direction to
Watermaster on the storage and recovery of water but do not constrain regulation to protect
against Material Physical Injury and undesirable results and that is otherwise in the public
interest.

(Given the accumulation of more than 357,000 AF held in storage by the members of the
Appropriative Pool, the Agreement establishes a quantity of water that is provisionally to be
retained in storage while a comprehensive Storage Management Plan is developed. While the
risk of a call on storage could physically result in cumulative withdrawal of water from storage
within the next several years, the Safe Storage Reserve creates a safety net for the avoidance of
doubt. The Court, the Parties to the Judgment and the public can be assured that water levels will
not drop precipitously if drought conditions persist.

The Agreement authorizes the maintenance of a reasonable reserve quantity of water to be
provisionally held in storage, which is intended to ensure that withdrawals of groundwater from
authorized storage accounts within the Basin are safe, sustainable, and will not cause Material
Physical Injury or undesirable results until a Storage Management Plan can be developed.

All of the water in the Safe Storage Reserve can be accessed either in the event of an
emergency or for the purposes of replenishing Desalter Production. The stored water is not
beyond a call by Chino. Moreover, the Safe Storage Reserve is subject to being replaced in
whole or in part by a long-term Storage Management Plan to be crafted and approved with input
from the Parties to the Judgment, including Chino.

As described above, and based on the technical analysis presented in the Safe Storage

Management Technical Memorandum, the Watermaster Board found, and the Court may propetly
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find, that the establishment of the Safe Storage Reserve does not unreasonably restrict the
withdrawal of water from storage accounts because: (i) the Safe Storage Reserve is 130,000 AF
and present quantities of water in storage are in excess of 350,000 AF; (ii) it is highly unlikely
that the Parties to the Judgment could physically pump enough groundwater from the Basin to
reach the cumulative trigger of 150,000 AF in [ess than five (5) years, given current
infrastructure; (iii) the Appropriative Pool has committed to exercise Best Efforts to prepare a
Storage Management Plan within two (2) years of the effective date of the 2015 Safe Yield Reset
Agreement and no reserve quantities are under discussion; (iv) even if the Safe Storage Reserve
of 130,000 AF were implemented, access to stored water therein is available for emergencies and
Desalter replenishment; and (v) Watermaster has the authority under the Judgment to manage all
storage within the Basin.

No “taking” of stored water right has or will ever occur. First, the claimed impairment is
purely hypothetical. Chino has not presented any plan or pattern for beneficial use of its water in
storage. If it has a plan, it has never presented it to Watermaster.

Second, Chino’s right to withdrawal is subject to Watermaster’s regulation of storage and
the City has not been and may never be precluded from accessing its groundwater and applying it
to beneficial use and it is per se not a “taking”. (Casitas Mun. Water District v. United States
(Fed. Cir. 2014) 708 F.3d 1340.) In fact, it may continue to recover water from storage as it
always has unless and until a trigger of 130,000 AF is reached. Even then, it has access to
recover the water in an emergency. As such, the establishment of a Safe Storage Reserve is not a
“taking” of Chino’s or any other party’s water. (See Casitas Mun. Water District, 708 F.3d at

1359-60.)

1V, CONCLUSION AND PRAYER

Based on all of the foregoing, Watermaster respectfully requests that the Court:

(1)  Find that Watermaster has fulfilled its obligations as to the initial reset of the Safe
Yield, as described in Elements 8 and 9 of the OBMP Implementation Plan and section 6.5 of the
Chino Basin Watermaster Rules and Regulations, specifically:

(a) Find that Watermaster caused the metering of groundwater production as
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required by the Court and gathered Production data from 2002 to the present time; and

(b)  Find that over a four year period, Watermaster caused an update to its
hydrologic model that enabled a long-term assessment of Basin hydrology with the benefit of
using Production data collected from 2002-present and an evaluation of cultural conditions now
prevailing in the Basin, thereby enabling the required redetermination and reset.

(2)  Find that the reset of the Safe Yield pursuant to the 2015 Safe Yield Reset
Agreement is consistent with and fulfills Watermaster’s obligations under the OBMP
Implementation Plan (as amended), Watermaster Rules and Regulations, prudent professional
standards and the Judgment, specifically:

(a)  Find that the Reset Technical Memorandum, an evaluation of long-term
hydrology using the metered agricultural production data from 2002-present, the cultural
conditions affecting the Safe Yield of the Basin, and the risk of undesirable results support the
reset of the Safe Yield of the Basin to 135,000 AFY, having declined from 140,000 AFY.

(b)  Find that the accounting for recharge pursuant to the 2015 Safe Yield Reset
Agreement is appropriate and consistent with the Court-approved management agreements to
enable a fair, balanced and efficient administration of the Judgment as requested by the Parties,
the Pools and the Advisory Committee;

(c) Find that the accounting for Desalter induced recharge pursuant to the
Agreement is appropriate and consistent with the Court approved management agreements to
enable a fair, equitable and efficient administration of the Judgment;

(d)  Find that the amendment of the current Court-approved schedule
accounting for Desalter-induced recharge and access to Re-Operation water is appropriate and in
furtherance of the OBMP Implementation Plan and the Physical Solution; and

(e) Find that the establishment of the Safe Storage Reserve, as defined in the
Agreement, does not unreasonably restrict the withdrawal of water from storage accounts
because: (i) the Safe Storage Reserve is 130,000 AF and present quantities are in excess of
350,000 AF; (ii) it is highly unlikely that the Parties to the Judgment could physically pump

enough groundwater from the Basin to reach the cumulative trigger of 150,000 AF in less than
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five (5) years given current infrastructure; (iif) the Appropriative Pool has committed to exetcise
Best Efforts to prepare a Storage Management Plan within two (2) years of the effective date and
no reserve quantities are under discussion; (iv) even if the Safe Storage Reserve of 130,000 AF
were implemented, access to stored water is available for emergencies and Desalter
replenishment; and (v) Watermaster has the authority under the Judgment to manage all storage
within the Basin.

On this basis, order Watermaster to proceed with the implementation of the 2015 Safe
Yield Reset Agreement as consistent with Watermaster’s obligations pursuant to Optimum Basin
Management Program Implementation Plan and its Rules and Regulations, in furtherance of the
Basin’s Physical Solution, and consistent with Article X, section 2 of the California Constitution.

3) Order Watermaster to comply with the 2015 Safe Yield Reset Agreement, and to
adopt all necessary policies and procedures in order to implement the 2015 Safe Yield Reset
Agreement, on or before June 30, 2016, unless an earlier date is specified in the 2015 Safe Yield
Reset Agreement.

(4)  Order that Paragraph 6 of the Restated Judgment is hereby amended to read as
follows: “Safe Yield. The Safe Yield of the Basin is 135,000 acre feet per year.” The effective
date of the amendment to Paragraph 6 of the Restated Judgment is July 1, 2010.

(5) Order that the schedule accounting for Desalter-induced recharge and access to
Re-Operation water shown in Attachment “2” hereto is appropriate and in furtherance of the
OBMP Implementation Plan and the Physical Solution, and is approved.

(6) Order that, at the expiration of the Peace 11 Agreement, the Peace II provisions
relating to the distribution of surplus (unpumped) water by the Agricultural Pool requiring that
claims for the Early Transfer of 32,800 AFY and for Land Use Conversion be treated equally are
expressly repealed, including (i) the amendment to Section 6.3(c) of Watermaster’s Rules and
Regulations, pursuant to the Peace II measures, and (ii) Section I11.(6) of the October 8, 2010
Order Approving Watermaster’s Compliance with Condition Subsequent Number Eight and
Approving Procedures to be used to Allocate Surplus Agricultural Pool Water in the Event of a

Decline in Safe Yield.
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(N Order that, in any extension term of the Peace Agreement, the previous changes to
the Restated Judgment, Exhibit “H”, Paragraph 10(b)(i) as effectuated by Paragraph 4.4(c) of the
Peace Agreement, which to the extent sufficient unallocated Safe Yield from the Agricultural
Pool is available for land use conversion claims, allocate 2.0 acre-feet of unallocated Safe Yield

water for each acre, shall remain in effect.

Dated: October 23, 2015 BROWNSTEIN HYATT FARBER
SCHRECK, LLP

St Gl

SCOTT S. SLATER

BRADLEY J. HERREMA
ATTORNEYS FOR

CHINO BASIN WATERMASTER

By:

03835000036\13275005.31
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Attachment 1



2015 SAFE YIELD RESET AGREEMENT

WHEREAS, the Parties to this 2015 Safe Yield Reset Agreement (hereinafter,
the “Agreement”) are Parties or successors to Parties in Chino Basin Municipal Water
District v. City of Chino (San Bernardino Superior Court Case No. 51010) and the
Judgment in that case set the Safe Yield of the Chino Basin at 140,000 acre-feet per
year (AFY), but reserved continuing jurisdiction to the Court to amend the Judgment,
inter alia, to redetermine the Safe Yield after the first 10 years of operation of the
Physical Solution established under the Judgment;

WHEREAS, the Parties to the Judgment have executed; and Watermaster, with
the advice and consent of the Pools and Advisory Committees, has endorsed; and the
Court has approved, the following agreements to implement the Physical Solution
(“Court Approved Management Agreements”):

[1] the Chino Basin Peace Agreement, dated June 29, 2000, as subsequently
amended in September 2004 and December 2007;

[2] the Peace Il Measures (Court approved on December 21, 2007);

[3] the OBMP Implementation Plan dated June 29, 2000, as supplemented in
December 2007;

[4] the Recharge Master Plan, dated 1998, as updated in 2010 and amended in
2013;

[5] the Watermaster Rules and Regulations dated June 2000, as amended;

[6] the October 8, 2010 Order Approving Watermaster’s Compliance with
Condition Subsequent Number Eight and Approving Procedures to be used to
Allocated Surplus Agricultural Pool Water in the Event of a Decline in Safe
Yield and

[7] Watermaster Resolution 2010-04 (“Resolution of the Chino Basin
Watermaster regarding Implementation of the Peace Il Agreement and the
Phase 11l Desalter Expansion in Accordance with the December 21,2007 Order
of the San Bernardino Superior Court);

WHEREAS, the parties to this Agreement have reviewed evidence that the
conditions affecting the Safe Yield of the Basin have changed since the Judgment was

entered in 1978 and evidence supporting reset of the Safe Yield of the Basin to
135,000 AFY;

WHEREAS, questions have arisen concerning the interpretation and
implementation of the Judgment and the Court Approved Management Agreements,
and the Parties to this Agreement intend to address those questions and settle their



disputes and compromise their respective claims as to the subject matter set forth
herein as expressly provided for in this Agreement;

WHEREAS, the Parties intend this Agreement to be consistent with, and
further the implementation of, the Judgment and the Court Approved Management
Agreements. The terms of this Agreement shall not constitute an amendment to the
Judgment or the Court Approved Management Agreements, but shall be construed

and implemented consistently with the Judgment and Court Approved Management
Agreements; and

NOW, THEREFORE, in consideration of the mutual promises specified herein
and by conditioning their performance under this Agreement upon the conditions
precedent set forth in Article 2 herein, and for other good and valuable consideration,
the Parties agree as follows:

ARTICLE 1
DEFINITIONS AND RULES OF CONSTRUCTION

1.1 Definitions,

(a) “2001-2014 Stormwater Recharge Program” means those
specific recharge projects that were previously approved and initiated
by Watermaster during production years 2001-2014 (e.g,, Chino Basin
Facilities Improvement Plan, and Chino Basin Facilities Improvement
Plan 1I). The 2001-2014 Stormwater Recharge Program does not
include projects identified in the 2013 Amendment to the 2010
Recharge Master Plan Update.

M) “Advisory Committee” shall have the meaning as used in the
Judgment for the Advisory Committee.

(c) “Agricultural Pool” shall have the meaning of Overlying
(Agricultural) Pool as used in the Judgment and shall include all its
members.

{(d)  “Appropriative Pool” shall have the meaning as used in the
Judgment and shall include all its members.

(e)  “Assessment Package” means Watermaster's annual report of
that title, which summarizes allocations of Production rights,
Production, and related data (e.g., water transfers, storage accounting)
relative to the previous Production Year. Based on this information,
the report includes the calculation of each Party’s share of Assessments
for the applicable fiscal year's Watermaster-approved budget.



() “Best Efforts” means reasonable diligence and reasonable
efforts under the totality of the circumstances. Indifference and
inaction do not constitute Best Efforts, Futile action(s]) are not required.

() “Chino Basin” or “Basin” means the groundwater basin
underlying the area shown on Exhibit “B” to the Judgment and within
the boundaries described on Exhibit “K” to the Judgment.

(h)  “Desalter” and “Desalters” means the Chino I Desalter, Chino 1
Desalter Expansion, the Chino II Desalter and Future Desalters,
consisting of all the capital facilities and processes that remove salt
from Basin Water, including extraction wells, transmission facilities for
delivery of groundwater to the Desalter, Desalter treatment and
delivery facilities for the Desalter water including pumping and storage
facilities, and treatment and disposal capacity in the SARI System.

(i) “Effective Date” means the date upon which all conditions
precedent, described in Article 2.1, are satisfied.

(i) “Hydraulic Control” means the reduction of groundwater
discharge from the Chino North Management Zone to the Santa Ana
River to de minimus quantities. The Chino North Management Zone is
defined in the 2004 Basin Plan Amendment (RWQCB resolution R8-
2004-001) attached to the Peace I1 Agreement as Exhibit “B.”

(k)  “Material Physical Injury” means material injury that is
attributable to the Recharge, Transfer, storage and recovery,
management, movement or Production of water, or implementation of
the OBMP, including, but not limited to, degradation of water quality,
liquefaction, land subsidence, increases in pump lift (lower water
levels) and adverse impacts associated with rising groundwater.
Material Physical Injury does not include “economic injury” that results
from other than physical causes. Once fully mitigated, physical injury
shall no longer be considered to be material.

(M “Net New Recharge” means the stormwater recharge caused by
the implementation of a Post-2014 Stormwater Recharge Project, upon
its construction and operation, less the decrease in recharge at
stormwater recharge projects existing at the time of implementation,
which decrease is attributable to the new projects.

(m) “New Yield” means proven increases in yield in quantities
greater than historical amounts from sources of supply including, but
not limited to, capture of rising water, capture of available storm flow,
operation of the Desalters (including the Chino I Desalter), induced
Recharge and other management activities implemented and
operational after June 1, 2000.



(n)  “Non-Agricuitural Pool” shall have the meaning as used in the

Judgment for the Overlying (Non-Agricultural} Pool and shall include
all its members.

(0} “Operating Safe Yield” means the annual amount of
groundwater which Watermaster shall determine, pursuant to criteria
specified in Exhibit “I" to the Judgment, can be Produced from Chino
Basin by the Appropriative Pool parties free of Replenishment
obligation under the Physical Solution. Watermaster shall include any
New Yield in determining Operating Safe Yield.

(p)  “Participation Share” means a member of the Appropriative
Pool’'s prescribed share of the potential Post-2014 Stormwater
Recharge Project Net New Recharge benefits and corresponding
financial obligations. ‘

(q)  “Party” means a party to this Agreement.

(r) “Party to the Judgment” means a party to the Judgment
regardless of whether it has executed this Agreement.

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

(t) “Post-2014 Stormwater Recharge Program” means a suite of
Post-2014 Stormwater Recharge Projects that are considered together
for approval and initiation.

(u)  “Post-2014 Stormwater Recharge Project” means a stormwater
recharge project, including the improvement of a previously existing
project, that was not in existence in Production Year 2014 but is
approved and initiated thereafter (i.e,, a project other than those within
the 2001-2014 Stormwater Recharge Program) and is included within
a Post-2014 Stormwater Recharge Program.

(v)  “Produce” or “Produced” means to pump or extract
groundwater from the Chino Basin.

(w)  “Production” means the annual quantity, stated in acre-feet, of
water Produced from the Chino Basin.

(x)  “Production Year” means the fiscal year, July 1 through June 30
following, for which Production and related data are used to calculate
the Assessment Package of the following year.

{y)  “Re-Operation” means the controlled overdraft of the Basin by
the managed withdrawal of groundwater Production for the Desalters



1.2

and the potential increase in the camulative un-replenished Production
from 200,000 acre-feet authorized by Paragraph 3 of the Engineering
Appendix attached as Exhihit “I" to the Judgment, to 600,000 acre-feet
for the express purpose of securing and maintaining Hydraulic Control
as a component of the Physical Solution.

(z) “Reset Technical Memorandum” means the memorandum
attached hereto and incorporated herein as Exhibit “A,” which sets

forth the methodology pursuant to which the Safe Yield is evaluated or
reset.

(aa) “Safe Yield” shall have the meaning of Safe Yield as used in the
Restated Judgment.

{bb) “Safe Storage Reserve” shall mean the 130,000 AF reserve
composed of stored water held in the non-Supplemental Water storage
accounts of individual members of the Appropriative Pool, that may be
conditionally accessed as described in Paragraph 6.2 of this Agreement.

(cc) “Storage Management Plan” shall mean a long-term plan for
ensuring that, consistent with Program Elements 8 and 9 of the
Optimum Basin Management Program Implementation Plan and
section 5.2 of the Peace Agreement, use of the Basin's Safe Storage
Capacity, as defined in the Optimum Basin Management Program
Implementation Plan, is safe, sustainable, and will not cause Material
Physical Injury or undesirable results.

(dd) “Supplemental Water” includes both water imported to Chino
Basin from outside Chino Basin Watershed and reclaimed water.

{ee) Unless otherwise expressly provided herein, all definitions set
forth in the Peace Agreement, the Peace Il Agreement, and the Restated
Judgment are applicable to the terms as they are used herein.
Rules of Construction.
(a) Unless the context clearly requires otherwise:
(i) The plural and singular forms include the other;
(it} “Shall,” “will,” “must,” and “agrees” are each mandatory;
(iif)  "May” is permissive;
(iv)  “Or”is not exclusive;

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



(b)

()

(d)

(e

0

(g)

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

Headings at the beginning of Articles, Paragraphs and
Subparagraphs of this Agreement are solely for the convenience
of the Parties, are not a part of this Agreement and shall not be
used in construing it.

The masculine gender shall include the feminine and neuter
genders and vice versa.

The word “person” shall include individual, partnership,
corporation, limited liability company, business trust, joint
stock company, trust, unincorporated association, joint venture,
governmental authority, water district and other entity of
whatever nature.

Reference to any agreement (including this Agreement),
document, or instrument means such agreement, document,
instrument as amended or modified and in effect from time to
time in accordance with the terms thereof and, if applicable, the
terms thereof.

Except as specifically provided herein, reference to any law,
statute or 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.

In the event of a conflict between this Agreement and the
Judgment, the Judgment shall prevail. The terms of the Peace
Agreement, Peace 1l Agreement, and this Agreement shall be
construed as an integrated set of agreements; but, where the
subject matter of this Agreement expressly provides guidance,
direction, construction, or interpretation, those terms of this
Agreement shall prevail.

1.3 Incorporation of Recitals and Exhibits. The Recitals set forth above are

incorporated in this Agreement and made a part hereof. All exhibits attached hereto
are incorporated hy this reference as though fully stated herein.

1.4  Reservation of Discretion, Execution of this Agreement is not intended
to commit any Party to undertake a project without compliance with CEQA or to
commit the Parties individually or collectively to any specific course of action, which
would result in the present approval of a future project.

1.5  Commitments are Consistent with CEQA. The Parties acknowledge and
agree that this Agreement provides for the further administration of the Judgment by



Watermaster following the reset of the Safe Yield, pursuant to the Court's continuing
jurisdiction, and that no commitment is being made to carry out any “project” within
the meaning of CEQA unless and until the environmental review and assessment that
may be required by CEQA for that defined “project” have been completed.

ARTICLE 2
CONDITIONS PRECEDENT

2.1 Performance under Articles 3 through 10 is Subject to Satisfaction of
the Conditions Precedent. Each Party’s obligations under this Agreement are subject
to the satisfaction of the following conditions precedent on or before the dates
specified below, unless satisfaction of a specified condition is waived in writing by all
other Parties;

(a) Watermaster approval of Resolution 2015-06 in the form
attached hereto as Exhibit “F”, including the following
Attachments thereto:

{1 2015 Safe Yield Reset Agreement;

(ii)  Proposed Order amending Paragraph 6 of the Restated
Judgment; and

(iii)  Amended schedule for access to Re-Operation water.

(b)  Courtorders:

{i) Amending Paragraph 6 of the Restated Judgment, as
shown in Exhibit “B” to Resolution 2015-06, to provide
that the Safe Yield of the Chino Basin is 135,000 acre feet
per year;

(iiy  Amending the schedule for access to Re-Operation water
as shown in Exhibit “C” to Resolution 2015-06; and

(iii) Directing Watermaster to proceed in accordance with
the terms of the Agreement on Redetermination and
Reset of Safe Yield, as embodied in Resolution 2015-06.

ARTICLE 3
MUTUAL ACKNOWLEDGEMENT AND COVENANTS

3.1  Acknowledgment of Safe Yield Reset. The collective actions of
Watermaster set forth in Watermaster Resolution 2015-06 and the Attachments
thereto constitute further actions by Watermaster in implementing the OBMP
Implementation Plan and administration of the Judgment post-reset in accordance
with the Judgment



3.2  Non-Opposition. No Party shall oppose Watermaster’s administration
of the Judgment as set forth in this Agreement. Notwithstanding this covenant, no
Party shall be limited in its right of participation in all functions of Watermaster as
they are provided in the Judgment nor shall a Party to the Judgment be precluded
from seeking judicial review (i) of Watermaster actions notrelated to this Agreement;
or (ii) to determine the consistency of Watermaster actions with this Agreement,
pursuant to the Judgment or as otherwise provided in this Agreement.

3.3 Consent to Amendments. Each Party expressly consents to the
amendment of Paragraph 6 of the Restated Judgment and to the amendment to the

schedule for access to Re-Operation water set forth in Watermaster’s Resolution
2015-06. :

3.4  Stewardship. Each of the Parties acknowledges its individual duty and
the collective stewardship obligation of all Parties to the Judgment to manage the
precious water resources of this State, and, more specifically, all waters of the Chino
Basin, in accordance with the Constitutional requirements set forth in Article X,
section 2 of the California Constitution, which states, in part:

It is hereby declared that because of the conditions
prevailing in this State the general welfare requires that
the water resources of the State be put to beneficial use
to the fullest extent of which they are capable, and that
the waste or unreasonable use or unreasonable method
of use of water be prevented, and that the conservation
of such waters is to be exercised with a view to the
reasonable and beneficial use thereof in the interest of
the people and for the public welfare.

The Parties will exercise their best efforts toward the optimization of groundwater
management in the Basin to ensure the maximum reasonable and beneficial use
thereof.

3.5 Supplemental Water Recharge. The Parties acknowledge the
obligations of Watermaster, pursuant to Peace Agreement sections 5.1 and Peace Il
Agreement section 8.4, to exercise Best Efforts to direct Recharge relative to
Production in each area and sub-area of the Basin to achieve and maintain long term
balance between total Recharge and discharge and to promote the goal of equal
access to groundwater within all areas and sub-areas of the Basin, and to direct wet
water Supplemental Water recharge to Management Zone 1 in an amount equal to or
greater than 6,500 AFY.

ARTICLE 4
SAFE YIELD RESET

4.1 SafeYield Reset. Consistent with the prior orders of the Court pursuant
to its continuing jurisdiction, effective July 1, 2010 and continuing until june 30, 2020,




the Safe Yield for the Basin is reset at 135,000 AFY. For all purposes arising under the
Judgment, the Peace Agreement(s) and the OBMP Implementation Plan, the Safe Yield
shall be 135,000 AFY, without exception, unless and until Safe Yield is reset in
accordance with the procedures set forth in this Article 4, and determined by the
Court pursuant to its retained continuing jurisdiction. Any reduction in Safe Yield
pursuant to Paragraph 5.2(b), below, shall be a reduction from this 135,000 AFY,

4.2  Scheduled Reset. Watermaster will initiate a process to evaluate and
reset the Safe Yield by July 1, 2020 as further provided herein. Subject to the
provisions of Paragraph 4.3 below, the Safe Yield, as it is reset effective July 1, 2020
will continue until June 30, 2030, Watermaster will initiate the reset process no later
than January 1, 2019, in order to ensure that the Safe Yield, as reset, may be approved
by the Court no later than June 30, 2020. Consistent with the provisions of the OBMP
Implementation Plan, thereafter, Watermaster will conduct a Safe Yield evaluation
and reset process no less frequently than every ten years. This Paragraph is deemed
to satisfy Watermaster's obligation, under Paragraph 3.(b) of Exhibit “I” to the
Restated Judgment, to provide notice of a potential change in Operating Safe Yield.

4.3  Interim Correction. In addition to the scheduled reset set forth in
Paragraph 4.2 above, the Safe Yield may be reset in the event that, with the
recommendation and advice of the Pools and Advisory Committee and in the exercise
of prudent management discretion described in Paragraph 4.5(c), below,
Watermaster recommends to the Court that the Safe Yield must be changed by an
amount greater (more or less) than 2.5% of the then-effective Safe Yield.

4,4  Safe Yield Reset Methodology. The Safe Yield has been reset effective
July 1, 2010 and shall be subsequently evaluated pursuant to the methodology set
forth in the Reset Technical Memorandum attached hereto and incorporated herein
as Exhibit “A”. The reset will rely upon long-term hydrology and will include data
from 1921 to the date of the reset evaluation. The long-term hydrology will he
continuously expanded to account for new data from each year, through July 2030, as
it becomes available. This methodology will thereby account for short-term climatic
variations, wet and dry. Based on the best information practicably available to
Watermaster, the Reset Technical Memorandum sets forth a prudent and reasonable
professional methodology to evaluate the then prevailing Safe Yield in a manner
consistent with the Judgment, the Peace Agreements, and the OBMP Implementation
Plan. In furtherance of the goal of maximizing the beneficial use of the waters of the
Chino Basin, Watermaster, with the recommendation and advice of the Pools and
Advisory Committee, may supplement the Reset Technical Memorandum’s
methodology to incorporate future advances in best management practices and
hydrologic science as they evolve over the term of this Agreement.

4.5  Annual Data Collection and Evaluation. In support of its obligations to
undertake the reset in accordance with the Reset Technical Memorandum,
Watermaster shall annually undertake the following actions:




(a)  Ensure that, unless a Party to the Judgment is excluded from
reporting, all production by all Parties to the Judgment is
metered, reported, and reflected in Watermaster's approved
Assessment Packages;

(b) Collect data concerning cultural conditions annually, with
cultural conditions including, but not limited to, land use, water
use practices, production, and facilities for the production,

generation, storage, recharge, treatment, or transmission of
water;

(c) Evaluate the potential need for prudent management discretion
to avoid or mitigate undesirable results including, but not
limited to, subsidence, water quality degradation, and
unreasonable pump lifts. Where the evaluation of available data
suggests that there has been or will be a material change from
existing and projected conditions or threatened undesirable
results, then a more significant evaluation, including modeling,
as described in the Reset Technical Memorandum, will be
undertaken; and,

(d)  Aspartofits regular budgeting process, develop a budget for the
annual data collection, data evaluation, and any scheduled
modeling efforts, including the methodology for the allocation
of expenses among the Parties to the Judgment. Such budget
development shall be consistent with section 5.4(a) of the Peace
Agreement,

4.6  Modeling. Watermaster shall cause the Basin Mode] to be updated and
a model evaluation of Safe Yield, in a manner consistent with the Reset Technical
Memorandum, to be initiated no later than January 1, 2024, in order to ensure that
the same may be completed by June 30, 2025.

4.7  PeerReview. The Pools shall be provided with reasonable opportunity,
no less frequently than annually, for peer review of the collection of data and the

application of the data collected in regard to the activities described in Paragraphs
4.4, 4.5, and 4.6 above.

4.8  No Retroactive Accounting. Notwithstanding that the initial Safe Yield
reset, described in Paragraph 4.1, above, shall be effective as of july 1, 2010,
Watermaster will not, in any manner, including through the approval of its
Assessment Packages, seek to change prior accounting of the prior allocation of Safe
Vield and Operating Safe Yield among the Parties to the Judgment for production
years prior to July 1, 2014,

10



ARTICLE 5
WATERMASTER ACCOUNTING

5.1  Stormwater Recharge. After the Effective Date and until termination of
this Agreement, the Parties expressly consent to Watermaster’s accounting for Basin
recharge arising from stormwater as follows:

(a)

(b)

2001-2014 Stormwater Recharge Program. Stormwater
recharge that arises from or is attributable to the 2001-2014
Stormwater Recharge Program shall be: (i) New Yield for the
period 2001-2014 in the manner that it has been distributed
through approved Watermaster Assessment Packages; and (if)
Safe Vield in each subsequent year. For the 2001-2014
Stormwater Recharge Program, Watermaster shall cause no
reduction against Safe Yield requiring supplementation by the
reallocation of a portion of the unproduced Overlying
(Agricultural) Pool’s share of the Basin’s Safe Yield.

Post-2014 Stormwater Recharge Projects, For the remainder of
the term of the Peace Agreement, inclusive of an extension term,
if any, stormwater recharge that arises from or is attributable to
Post-2014 Stormwater Recharge Projects shall be allocated as
set forth in this Paragraph 5.1(b]}.

(1) Interim Accounting Between Resets. For any and all
Post-2014 Stormwater Recharge Projects completed in
the interim periods between subsequent Safe Yield
resets, Net New Recharge attributable to specific Post-
2014 Stormwater Recharge Projects shall be New Yield,
as that term is defined in the Peace Agreement and will
be allocated based upon observed and quantified annual
net-increases rather than projected future estimates of
annual performance. New Yield attributable to Post-
2014 Stormwater Recharge Projects shall be credited
annually to the Project participants, in the Production
Year in which such New Yield actually arises. Post-2014
Stormwater Recharge Project New Yield is in addition to
Safe Yield and therefore by definition it shall cause no
reduction against Safe Yield requiring supplementation
by the reallocation of a portion of the unproduced
Overlying (Agricultural) Pool’s share of the Basin’s Safe
Yield.

(ii)  Post-Safe Yield _Reset Accounting for Post-2014
Stormwater Recharge Projects. Upon any reset of the
Safe Yield after 2015, any Net New Recharge that occurs

11



(c)

as a result of specific Post-2014 Stormwater Recharge
Projects that have been previously approved and fully
implemented at the time of the reset shall be considered
as a potential change in cultural conditions as
provided in the Reset Technical Memorandum and
thereafter considered a component of the Safe Yield if the
Post-2014 Stormwater Recharge Projects to which the
Net New Recharge is attributable have been constructed
and in operation for a minimum of five (5) years prior to
the reset. The Net New Recharge will be measured and
accounted for and will be made available exclusively to
the members of the Appropriative Pool in accordance
with Paragraph 5.1(c) below. Following a reset of the
Safe Yield, Post-2014 Stormwater Recharge Project
recharge will be included within Safe Yield and its
separate measurement and allocation shall cause no
reduction against Safe Yield requiring supplementation
by the reallocation of a portion of the unproduced
Overlying (Agricultural) Pool's share of the Basin’s Safe
Yield. Moreover, Post-2014 Stormwater Recharge
Projects that have been fully constructed and in
operation for less than five (5) years or the Net New
Recharge from which is otherwise not included as a
component of Safe Yield pursuant to the Reset Technical
Memorandum, will be treated “as if” the Net New
Recharge were Safe Yield for the limited and exclusive
purpose of quantifying the annual supplementation hy
the reallocation of a portion of the unproduced Overlying
(Agricultural) Pool’s share of the Basin's Safe Yield. To
assist the Parties to the Agreement in their
understanding of this section, examples of how
Watermaster will conduct the accounting described in
this Section 5.1(b)(ii) are included in Exhibit “B” hereto.

Participation in Post-2014 Stormwater Recharge Programs.
The Parties contemplate that Post-2014 Stormwater Recharge
Projects, such as those projects described in Watermaster’s
Court-approved 2013 Amendment to 2010 Recharge Master
Plan Update, may be completed after the Effective Date, as part
of suites of such Projects (each suite of Projects, a “Post-2014
Stormwater Recharge Program” and collectively, “Post-2014
Stormwater Recharge Programs”). Watermaster shall prepare
an estimate of the Net New Recharge projected to arise from or
be attributable to proposed Post-2014 Stormwater Recharge
Programs. Based on this pre-approval estimate, Watermaster
shall quantify each member of the Appropriative Pool’s

12



proportionate share of the potential Net New Recharge benefits
in accordance with its percentage of Operating Safe Yield and
calculate its corresponding capital financing obligations. Each
Appropriative Pool member’s proportionate share of the
potential Program Net New Recharge benefits and
corresponding financing obligations shall be referred to as its
“Participation Share” in the Program. The Participation Shares
in a particular Program shall remain unchanged regardless of
actual Program yield. Within six months of the Effective Date,
Watermaster, with the recommendation and advice of the Pools
and Advisory Committee, will develop rules and regulations for
the definition of Post-2014 Stormwater Programs and
Participation Shares therein.

Any member of the Appropriative Pool may elect, in its
discretion, not to participate in certain Post-2014 Stormwater
Recharge Programs. In the case a member of the Appropriative
Pool has cast a final vote against an approved Post-2014
Stormwater Recharge Program, then that member may elect, in
its complete discretion, to opt out of its Participation Share, by
providing written notice to the members of the Appropriative
Pool, within ninety {90) days of the approval of the Post-2014
Stormwater Recharge Program. Notice shall be provided
through a request that the election be placed on the agenda of a
regularly scheduled meeting of the Appropriative Pool, and
offering the other members of the Appropriative Pool the right
to assume its respective Participation Share of stormwater
recharge New Yield or Safe Yield attributable to the Post-2014
Stormwater Recharge Program, along with the Pool member’s
assumption of all applicable rights and responsibilities.

(1) In the event that one or more members of the
Appropriative Pool voting against the approval of a Post-
2014 Stormwater Recharge Program elects to opt out of
jts Participation Share therein, each shall permanently
waive and relinquish, without limitation, all right to all
the benefits accruing under its Participation Share of a
Post-2014 Stormwater Recharge Program;

(ii)  An Appropriative Pool member electing to opt out of
participation in a Post-2014 Stormwater Recharge
Program shall be assigned no further financial obligation
attributable to a Participation Share in the Post-2014
Stormwater Recharge Program that was the subject of
the election;

13



(iii)

(iv)

Fontana Water Company (FWC), a member of the
Appropriative Pool, and any successor in interest
thereto, shall have the first priority and exclusive right
and obligation to acquire the Participation Shares,
representing up to 2,000 AFY (cumulative maximum) of
projected annual average recharge arising from or
attributable to one or more Post-2014 Stormwater
Recharge Programs, which may he made available by one
or more members of the Appropriative Pool opting out of
the Post-2014 Stormwater Recharge Programs. If
Participation Shares in Post-2014 Stormwater Recharge
Programs are available in excess of FW(’s first priority
right of up to 2,000 AFY under this provision, then each
member of the Appropriative Pool may elect to
participate in the acquisition of the excess Participation
Shares along with its corresponding assumption of
duties associated therewith. Available Participation
Shares shall be distributed among the members of the
Appropriative Pool electing to acquire the Participation
Shares, pro rata based on the total number of members
electing to acquire, including FWC. The acquisition of
any obligations and benefits pursuant to this Paragraph
shall survive the expiration of the Peace Agreement, for
the life of the Post-2014 Stormwater Recharge Program,
pursuant to the same terms and conditions generally
applicable to all Project Participants.

FWC shall have a right of first refusal (ROFR) as to any
transfer, lease, or assignment {collectively “transfer”) of
any portion of a Participation Share by any member of
the Appropriative Pool until a cumulative maximum of
2,000 AFY of Participation Shares has been acquired by
FWC. Any member of the Appropriative Pool desiring to
transfer any portion of its Participation Share will
provide sixty {60) days written notice of its intention to
transfer to FWC along with a copy of any agreement and
accompanied by a reasonable description of the transfer.
Upon its receipt of written notice, FWC may, in its
complete discretion, elect to match the offer and the
Appropriative Pool member providing its notice of
intention to transfer must sell the identified
Participation Shares. After FWC has acquired a
cumulative total of 2,000 AFY of Participation Shares, its
right to share in Post-2014 Stormwater Recharge
Programs shall be limited to the provisions of Paragraph
5.1(c)(iii) above. FWC's ROFR, as described in this
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Section 5.1(c)(iv), shall be limited only to those transfers
as to which the City of Ontario is not the proposed
transferee.

5.2 Desalter-Induced Recharge. After the Effective Date and until
termination of this Agreement, the Parties expressly consent to Watermaster’'s
accounting for Basin recharge arising from or attributable the Desalters as follows:

(a)

(b)

(c)

2001-2014 Desalter-Induced Recharge. Induced recharge that
arises from or is attributable to the Desalters for the period of
production years 2001-2014 shall be accounted for as Safe
Yield, in the manner it has been distributed through approved
Watermaster Assessment Packages, shall not be considered
New Yield, and shall not be considered to have been available
for production by the Desalters,

2015-2030 Desalter-Induced Recharge. For the production
years of 2015- 2030, Watermaster shall account for induced
recharge that arises from or is attributable to the Desalters as
equal to fifty (50} percent of the total Desalter Production
during each applicable production year up to a maximum of
twenty-thousand (20,000) AFY of recharge. Consistent with
Paragraph 6.2(a)(iii) of the Peace Il Agreement, Watermaster
shall deem the induced recharge as having been produced by
the Desalters. During each applicable production year,
Watermaster shall reduce Safe Yield by an amount equal to fifty
{(50) percent of the total Desalter Production, up to a maximum
of twenty-thousand (20,000) AFY, and require a corresponding
supplementation by the reallocation of available unproduced
Agricultural Pool's share of the Basin's Safe Yield.

Claims for reallocation of the remaining unproduced quantity of
the Agricultural Pool’s share of Safe Yield shall be satisfied
consistent with section 6.3(c) of Watermaster's Rules and
Regulations, as amended as part of the Peace II Measures, and
the October 8, 2010 Order Approving Watermaster's
Compliance with Condition Subsequent Number Eight and
Approving Procedures to be used to Allocated Surplus
Agricultural Pool Water in the Event of a Decline in Safe Yield.

2031-2060 Desalter-Induced Recharge. Should the term of the
Peace Agreement be extended pursuant to Paragraph 8.4
thereof, the treatment of Desalter-Induced Recharge shall be
subject to the negotiation of a new and separate agreement
among the Parties to the Judgment. The accounting provided for
in Section 5.2(b), above, shall be without prejudice to the
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negotiation of such a new and separate agreement among the
Parties to the judgment. Unless otherwise agreed by the Parties,
during the extension term, Watermaster shall not consider such
recharge to require supplementation by the reallocation of a

portion of the unproduced Agricultural Pool’s share of Safe
Yield.

5.3  Post-2030 Priority among Land Use Conversion and Early Transfer
Claims. At the expiration of the Peace I Agreement, the Peace II provisions relating
to the distribution of surplus (unpumped) water by the Agricultural Pool requiring
that claims for the Early Transfer of 32,800 AFY and for Land Use Conversion be
treated equally are expressly repealed, including (i) the amendment to Section 6.3(c)
of Watermaster’s Rules and Regulations, pursuant to the Peace Il measures, and (if}
Section IIL(6) of the October 8, 2010 Order Approving Watermaster’s Compliance
with Condition Subsequent Number Eight and Approving Procedures to be used to
Allocate Surplus Agricultural Pool Water in the Event of a Decline in Safe Yield. In any
Peace Agreement extension term, the previous changes to Restated Judgment, Exhibit
“H”, Paragraph 10(b)(3)(i) effectuated by Paragraph 4.4(c) of the Peace Agreement,
which, to the extent sufficient unallocated Safe Yield from the Agricultural Pool is
available for conversion claims, allocate 2.0 acre-feet of unallocated Safe Yield water
for each converted acre, shall remain in effect.

ARTICLE 6
SAFE STORAGE MANAGEMENT

61  Safe Storage Management, The following measures ensure that
withdrawals of groundwater from authorized storage accounts within the Basin are
safe, sustainable, and will not cause Material Physical Injury or undesirable results,

6.2  Safe Storage Reserve. A Safe Storage Reserve is established in the
amount of one hundred thirty thousand (130,000} AF. This quantity is sufficient to
ensure protection against a precipitous drop in water levels, undesirable results, and

Material Physical Injury while a Storage Management Plan is developed by the
Parties.

(a)  The Safe Storage Reserve shall be composed of water in the non-
Supplemental Water stored water accounts of members of the
Appropriative Pool, apportioned among them in accordance
with their relative percentages of their quantity of non-
Supplemental Water held in groundwater storage on July 1,
2015, consistent with the illustration shown in Exhibit “C/”
attached hereto, which utilizes existing July 1, 2014
information. Watermaster will update Exhibit “C" and

. distribute the final table when the quantities of non-
Supplemental water held in groundwater storage on July 1,
2015 become available. For the avoidance of doubt, the Safe
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(b]

()

Storage Reserve shall not include water in the non-
Supplemental Water stored water accounts of members of the
Non-Agricultural Pool,

Watermaster shall annually report, in its Assessment Package,
the quantity of water in non-Supplemental stored water
accounts of the members of the Appropriative Pool. In any
production year in which Watermaster determines that less
than one hundred fifty thousand (150,000) AF exist in non-
supplemental stored water accounts, each member of the
Appropriative Pool shall maintain a stored water balance in
their non-supplemental stored water accounts in an amount
equal to or greater than the quantity set forth in Exhibit “C" by
the close of that production year.

(i) Watermaster will provide written notice to the Chair of
the Appropriative Poal within thirty (30) days of its
determination that the cumulative quantity of non-
supplemental stored water is less than one hundred fifty
thousand (150,000) AF.

(i) Members of the Appropriative Pool shall not be
restricted in their transactions (withdrawals and
transfers to and from storage} unless and until
Watermaster has provided notice of its determination
that the cumulative quantity of non-supplemental stored
water is less than one hundred fifty thousand {150,000)
AF. Thereafter, and until quantities of non-supplemental
stored water again exceed 150,000 AF, withdrawals from
non-supplemental storage shall be subject to the
provisions of Paragraph 6.1(c) below.

If, within 24 months of the Effective Date, the Court has not
approved a Storage Management Plan pursuant to Paragraph
6.3, below, Watermaster, with the recommendation and advice
of the Pools and Advisory Committee, will develop rules and
regulations for the administration of its obligations under this
Paragraph 6.2(b}.

Withdrawals from Safe Storage Reserve. Members of the
Appropriative Pool may make temporary withdrawals from
their portions of the Safe Storage Reserve, in the event of an
emergency, -and permanent withdrawals for Desaiter
Replenishment as set forth below:

17



(1)

(i)

Emergency. Each member of the Appropriative Pool
shall be allowed to temporarily withdraw a quantity
equal to 10/13 of its portion of the Safe Storage Reserve
in the event that the member of the Appropriative Pool
has made a finding, in its discretion, pursuant to Water
Code section 350 or other applicable law, that the
ordinary demands and requirements of its customers
cannot be satisfied by its other supplies such that,
without access to this water, it would have insufficient
supplies for human consumption, sanitation, and fire
protection. The availability of water for withdrawal
pursuant to this provision is expressly conditioned upon
the full replenishment, at the member’s expense, of any
temporary withdrawals within thirty six (36) months of
the withdrawal, and upon a Watermaster finding that the
withdrawal will not result in Material Physical Injury or
undesirable results, consistent with the methodology
defined in Exhibit “E” hereto.

Withdrawal for Desalter Replenishment. After 2024,
each member of the Appropriative Pool shall be allowed
to withdraw a quantity equal to 3/13 of its portion of the
Safe Storage Reserve for the exclusive purpose of
replenishment of Desalter production, consistent with
Peace Il Agreement section 6.2, Watermaster Resolution
2010-04, dedication to Desalter Replenishment in
furtherance of the OBMP Implementation Plan and the
maintenance of Hydraulic Control. Any such withdrawal
of this water is conditioned upon a Watermaster {inding
that the withdrawal will not result in Material Physical
Injury or undesirable results, consistent with the
methodology defined in Exhibit “E” hereto.

The provisions of this Paragraph 6.2 shall remain in effect only
until the Court has approved a Storage Management Plan
pursuant to Paragraph 6.3, below.

Development of Storage Management Plap, Within twenty four (24)
months of the Effective Date, the Appropriative Pool, in coordination with other
interested Pools and Parties to the Judgment, will exercise Best Efforts to develop and
recommend, a Storage Management Plan to Watermaster and the Court for approval,
Each of the Agricultural Pool Committee, the Non-Agricultural Pool Committee and
the Appropriative Pool Committee must approve any Storage Management Plan
before it may be presented to the Watermaster, provided that, at any time after
exercising good faith and undertaking Best Efforts to reach a mutually acceptable
agreement within one year from the initiation of negotiations, any Pool may submit
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its proposal to Watermaster, and then to the Court, for review and approval. Pending
the Court’s approval of a Storage Management Plan, applications for the recharge,
storage, and recovery of Supplemental Water will be administered in accordance with
the Court Approved Management Agreements. |

6.4  Storage Losses, After the Effective Date and until termination of this
Agreement, consistent with Exhibit “D” hereto, the “Post-Hydraulic Control uniform
loss percentage of less than 1 percent,” as that terminology is used in Peace II
Agreement 7.4(b), shall be a uniform annual storage loss of 0.07 percent. Storage
losses for storage accounts held by persons other than Parties to the Judgment, if any,
will be consistent with the requirements of the Peace Agreements. This Paragraph
6.4 shall have no effect on any agreements, in existence at the Effective Date, that

provide for the exemption from storage losses of specific quantities of water resident
in the Basin.

ARTICLE 7
SETTLEMENT AND RESERVATION OF RIGHTS

7.1  Settlement By execution of this Agreement, the Parties mutually and
irrevocably fully settle their respective claims, rights and obligations, whatever they
may be, regarding the timing and methodology of the 2015 Safe Yield Reset, and
Watermaster’s past and future accounting practices consistent with this Agreement
for the apportionment of Basin recharge resulting from 2001-2014 Stormwater

Recharge Program, Post-2014 Stormwater Recharge Projects, and Desalter-Induced
Recharge.

7.2  Reservation of Rights: General. Nothing herein shall be construed as
precluding any Party to the Judgment from seeking judicial review of any
Watermaster action on the grounds that Watermaster has failed to act in accordance
with the Peace Agreement as amended, the Peace Il Agreement, this Agreement, the
Amended Judgment, the OBMP Implementation Plan as amended, and applicable law.

7.3  Reservation of Rights: Desalter Replenishment. The Parties expressly
reserve their respective rights and remedies arising from the Judgment and the Peace
Agreements, whatever they may be, to pursue, promote, design, plan, finance and
implement Desalter Replenishment in furtherance of the OBMP Implementation Plan
and to allocate costs attributable thereto. Notwithstanding this reservation, the
Parties expressly waive their right to seek a re-evaluation of Desalter Replenishment
arising from Paragraph 6.2(b) of the Peace I Agreement.

The rights and obligations of the Parties regarding Replenishment Assessments
attributable to all Desalters in any renewal term of the Peace Agreement are subject

to the negotiation of a new and separate agreement among the Parties to the
Judgment.
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ARTICLE 8
TERM

8.1 Commencement. This Agreement will become effective upon the
satisfaction of all conditions precedent and shall expire on its termination, as
described in Paragraph 8.2, below.

8,2  Termination. This Agreement is coterminous with of the term of the
Peace Agreement, including any extension thereto, and will expire of its own terms
and terminate on the date of the Peace Agreement.

8.3  Survival. Paragraphs 5.1(b)(ii) and 5.1(c) shall survive termination of
this agreement.

ARTICLE 9
DISPUTE RESOLUTION

9.1  Scope of Dispute Resolution. Disputes (Disputes) between the Parties
other than those constituting an "Exclusion” (defined below), shall be subject to the
provisions of this Paragraph.

9,2 Exclusions:

(a) Emergency. An emergency event which, if not promptly
resolved may result in imminent danger to the public health,
safety or welfare shall not be subject to dispute resolution.

(b)  Complete Discretion. Those matters reserved to the complete
discretion of a Party under this Agreement shall not be subject
to dispute resolution.

{c) Review under the Judgment Unaffected. The rights and
remedies of the Parties to the Judgment to seek review of
Watermaster actions shall not be subject to dispute resolution.

9.3 Disputes.

(a) Each Party may submit any Dispute related to or arising under
this Agreement to non- binding mediation by delivering a Notice
of Dispute to the other Party;

(b)  The written Notice of Dispute prepared by the Party shall be
delivered to the other Party in accordance with Section 10.13 of
the Peace Agreement. The Notice of Dispute shall clearly
describe the basis of the dispute and the Paragraphs of the
Agreement under which the Dispute arises;
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(¢}  The non-binding mediation shall be conducted by Judicial
Arbitration Mediation Services (JAMS) or an equivalent
mediation service agreed to by the Parties;

(d)  Unless otherwise agreed, a mediator shall be appointed within
forty-five (45) days of the date the Notice of Dispute is delivered
to hear the dispute and provide a written determination. The
mediator shall be chosen jointly by the Parties. If the Parties
cannot agree, the Court shall appoint the mediator. Employees
or agents of Watermaster or any Party to the Judgment are
ineligible to serve as the mediator;

(e)  The mediation shall be held within ninety (90} days of the date
the Notice of Dispute is delivered;

(H Any statute of limitations applicable to any claims, rights, causes
of action, suits, or liabilities of whatever kind or nature, in law,
equity or otherwise, whether known or unknown, shall be tolled
during the mediation process. For purposes of this Paragraph,
the mediation process shall commence upon the service of a
Notice of Dispute to the other Party pursuant to Paragraph
9,3(b) above. For purposes of this Paragraph, the mediation
process shall be deemed complete ten (10) days after service of
the mediator’s written notice of the conclusion of the mediation.

ARTICLE 10
GENERAL PROVISIONS

10.1 Construction of this Agreement. Each Party, with the assistance of
competent legal counsel, has participated in the drafting of this Agreement and any

ambiguity should not be construed for or against any Party on account of such
drafting.

10.2 Awareness of Contents/Legal Effect. The Parties expressly declare and
represent that they have read the Agreement and that they have consulted with their
respective counsel regarding the meaning of the terms and conditions contained
herein. The Parties further expressly declare and represent that they fully
understand the content and effect of this Agreement and they approve and accept the
terms and conditions contained herein, and that this Agreement is executed freely
and voluntarily.

10.3 Amendments and/or Changes to Agreement.

(a)  Any amendments and/or changes to this Agreement must be in
writing, signed by a duly authorized representative of the
Parties hereto, and must expressly state the mutual intent of the
Parties to amend this Agreement as set forth herein, The Parties
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to this Agreement recognize that the terms and conditions of
this Agreement, which are set forth herein in the Paragraphs
preceding this Paragraph, have been arrived at through the
collective negotiations by the Parties.

(b)  The Parties hereby agree that no amendments and/ or changes
may be made to this Agreement without the express written
approval of each Party to this Agreement, provided that upon
request, no such approval shall be unreasonably withheld.

10.4 Counterparts. This Agreement may be executed in counterparts. This
Agreement shall become operative as soon as one counterpart hereof has heen
executed by each Party. The counterparts so executed shall constitute on Agreement
notwithstanding that the signatures of all Parties do not appear on the same page.

IN WITNESS WHEREQF, the Parties hereto have set forth their signatures as of
the date written below:

DATED: CITY OF ONTARIO
By

DATED: CITY OF POMONA
By

DATED: CITY OF UPLAND
By

22



DATED: CITY OF CHINO

By

DATED: CUCAMONGA VALLEY WATER
DISTRICT

By

DATED: MONTE VISTA WATER DISTRICT

By

DATED: FONTANA UNION WATER
COMPANY

By

23



DATED: CITY OF CHINO HILLS

By.

DATED: JURUPA COMMUNITY SERVICES
DISTRICT

By

DATED: OVERLYING (AGRICULTURAL)
POOL

By

DATED: APPROPRIATIVE POOL

By
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DATED:

DATED:

DATED:

DATED:

OVERLYING: (NON-
AGRICULTURAL) POOL

By

INLAND EMPIRE UTILITIES
AGENCY

By.

THREE VALLEYS MUNICIPAL
WATER DISTRICT

By

WESTERN MUNICIPAL WATER
DISTRICT

By
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DATED: SAN ANTONIO WATER COMPANY

By

DATED: CHINO BASIN WATER
: CONSERVATION DISTRICT

By

DATED: MONTE VISTA IRRIGATION
COMPANY

By

DATED: FONTANA WATER COMPANY

By
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Watermaster Resolution No. 2015-06
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EXHIBIT A TO SAFE YIELD RESET AGREEMENT

& WEI

WILDERMUTH ENVIRONMENTAL, INC.

Reset Technical Memorandum

Peter Kavounas, General Manager of the Chino Basin Watermaster
Mark Wildermuth and Andy Malone

August 10, 2015

Subject: Methodology to Reset Safe Yield Using Long-Term Average Hydrology
and Current and Projected Future Cultural Conditions
007-014-076

The Safe Yield of the Chino Basin is defined within the Judgment as:

The long-term average annual quantity of ground water (excluding
replenishment or stored water but including return flow to the Basin from use of
replenishment or stored water) which can be produced from the Basin under

cultural conditions of a particular year without causing an undesirable
result. (emphasis added)

The “long-term average annual quantity of ground water which can be produced from
the Basin” is directly related to the long-term average hydrologic conditions, such as
precipitation. The “cultural conditions” refer to the overlying land uses and water-
management practices that affect the net recharge to the Basin, including but not
limited to, impervious cover, channel lining, land use conversions from agricultural to
urban uses, installation and operation of the Chino Desalter well fields, construction of
recharge basins and the location and magnitude of groundwater pumping, etc.

The Judgment additionally provides for a Physical Solution to provide maximum
flexibility and adaptability in order that Watermaster and the Court may be free to use
existing and future technological, social, institutional and economic options, in order to
maximize beneficial use of the waters of Chino Basin. (Restated Judgment, 1 40).

Subject to these requirements, Watermaster developed an optimum basin management
program [OBMP] that both preserved the quantity of the Basin’s waters and maximized
their beneficial use. (Restated Judgment, 9 41).

Watermaster’'s OBMP Implementation Plan called for an initial redetermination of

Basin’s Safe Yield in 2010/2011, using monitoring data that would be gathered for the
first time during 2000/01 through 2009/10. (OBMP Implementation Plan, pages 44-45

20150811 Reset Technical Memao



Reset Technical Memorandum Page 2
Subject Methodology to Reset Safe Yield Using [...] August 10, 2015

[Program Element 8 — Develop and Implement Groundwater Storage Management
Program, Program Element 9 — Develop and Implement Storage and Recovery
Programs]). This requirement is additionally carried forward in Section 6.5 of
Watermaster’s Rules and Regulations, which states that the “Safe Yield shall be

recalculated in year 2010/11 based upon data from the ten-year period 2000/01 to
2009/10.”

The methodology to redetermine the Safe Yield for 2010/11 and the recommended
methodology for future Safe Yield evaluations is listed below. This methodology is
consistent with professional custom, standard and practice, and the definition of Safe
Yield in the Judgment and the Physical Solution.

1. Use the data collected during 2000/01 to 2009/10 (and in the case of subsequent

resets newly collected data) in the re-calibration process for the Watermaster’s
groundwater-flow model.

2. Use a long-term historical record of precipitation falling on current and projected
future land uses to estimate the long-term average net recharge to the Basin.

3. Describe the current and projected future cultural conditions, including, but not

limited to the plans for pumping, stormwater recharge and supplemental-water
recharge.

4. With the information generated in [1] through [3] above, use the groundwater-
flow model to redetermine the net recharge to the Chino Basin taking into
account the then existing current and projected future cultural conditions.

5. Qualitatively evaluate whether the groundwater production at the net recharge
rate estimated in [4] above will cause or threaten to cause "undesirable results"
or "Material Physical Injury”. If groundwater production at net recharge rate
estimated in [4] above will cause or threaten to cause "undesirable results" or
"Material Physical Injury” then Watermaster will identify and implement prudent
measures necessary to mitigate "undesirable results" or "Material Physical
Injury", set the value of Safe Yield to ensure there is no "undesirable results" or
"Material Physical Injury", or implement a combination of mitigation measures
and a changed Safe Yield.
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WILDERMUTH ENVIRONMENTAL, INC.

Storage Losses Technical Memorandum

Peter Kavounas, General Manager of the Chino Basin Watermaster
Mark Wildermuth, Wenbin Wang

September 4, 2015

Subject: Storage Losses After Achievement of Hydraulic Control
JobNo.: | 007-015-076

Background

In May 2014, Wildermuth Environmental, Inc. (WEI) completed an assessment of the
state of hydraulic control and identified the timing of attainment of hydraulic control,
based on a schedule to bring the Chino Creek Well Field (CCWF) and three new Desalter
Il wells online. This work was documented in a letter report to Watermaster dated May
29, 2014. The letter report was provided to the Regional Board to demonstrate that the
implementation of the Chino Desalter Authority (CDA) project and Reoperation would
ensure that hydraulic control is achieved and maintained in the future as agricultural
groundwater production declines.

This Technical Memorandum describes WEI's assessment of hydraulic control, based on
the CDA production plan, and provides an estimate of storage loss.

CDA Production Plan and Schedule

Table 1 lists existing and proposed CDA wells, nominal production capacities in gallons
per minute (gpm), use factors (fraction of time well is in use), effective production
capacities (gpm), and annual production expressed in acre-feet/year (afy). This table
was initially provided by Curtis Paxton of the CDA on April 21, 2014 via email and
updated by him on August 20, 2015. Figure 1 shows the locations of the existing and
proposed CDA wells. The CDA is constructing three new wells; two of which (1I-10 and
1-11) will become operational in January 2016 and the third well (II-12) will become
operational in June 2016. All of the new wells are projected to have a production
capacity of about 2,000 gpm. Table 1 indicates when the CCWF and new wells are
projected to come on-line. The CCWF is projected to come on-line later this year, and
hydraulic control will be achieved shortly thereafter.

20150904 final storage loss TM.docx
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Analysis of Hydraulic Control with CDA Proposed Expansion

The projected state of hydraulic control was estimated with the 2013 Groundwater
Model by simulating the Chino Basin’s response to Watermaster planning Scenarios 5A
and 5G*. Scenarios 5A and 5G are identical except for the location of the future CDA Ii-
12 well and when its production commences.  Scenarios 5A and 5G contain identical
projected future groundwater production and recharge and replenishment plans.
Scenarios 5A and 5G include a gradual increase in groundwater production by the
Appropriator Parties, based on groundwater production projections developed in the
2013 Amendment to the 2010 Recharge Master Plan Updatra,2 and assume that
replenishment and recharge operations would be conducted by Watermaster pursuant
to the Judgment and Peace Agreements. Planning Scenarios 5A and 5G assume:

o The planning period runs from 2012 through 2050.

o The economy will expand with the build out of undeveloped land occurring
by 2030.

. The CDA expansion would occur based on an approved schedule, and re-
operation will occur based on the current approved schedule through 2030.

° The 6,500 acre-ft/yr supplemental water recharge obligation for MZ1 will
terminate in 2030.

o Projected future recycled water recharge estimates were provided by the
I[EUA.

. Projected future stormwater recharge estimates were based on average
historical stormwater recharge estimates.

e There will be no increase in future stormwater recharge capacity.

° The 5,000 acre-ft/yr of controlled overdraft pursuant to the Judgment will
cease after 2017.

° Production rights will be based on the current and projected future Safe
Yield.

o Groundwater production estimates for fiscal years 2012 and 2013 were

actual production estimates, and groundwater production estimates for 2014
through 2050 were provided by the Parties or developed by Watermaster
staff and approved by the Parties.

o The annual replenishment obligation was estimated using the efficient
market assumption that includes the following:

o On a go-forward (post 2013) basis, under-producers will transfer un-
pumped rights to over-producers each year; that is, there is an efficient

* planning scenarios 5A through 5F were created to investigate the groundwater response to assuming
different base periods for resetting Safe Yield. Watermaster is using Scenario 5A for the Safe Yield reset.
Scenario 5G is identical Scenario 5A except for the location of CDA well [1-12.

? http://www.cbwm.org/rep_engineering.htm
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market that moves unused production rights from under-producers to
over-producers.

o Water in storage accounts will be used to meet future replenishment

obligations prior to the purchase of supplemental water for wet-water
for recharge.

o All transfers among the parties and depletion from storage accounts will
not cause MPI.

The model-projected groundwater response for Scenarios 5A and 5G are identical
except in the immediate vicinity of proposed CDA well 1l-12 locations. Scenario 5G is
representative of the actual well location for CDA well I-12. Therefore for simplicity and
clarity for presentation only Scenario 5G is discussed further herein.

The attainment of hydraulic control is measured either by demonstrating, from
groundwater elevation data, that all groundwater north of the desalter well fields
cannot pass through the desalter well fields (total hydraulic containment standard) or
that the groundwater discharge through the desalter well fields is, in aggregate, less
than 1,000 afy (de minimis standard). The Regional Board has agreed that compliance
with the de minimis standard will be determined from the results of periodic

calibrations of the Watermaster groundwater model and the interpretations of the
calibration results.

Figures 2a and 2b illustrate the state of hydraulic control for Scenario 5G for 2020 and
2025, respectively. These maps include groundwater-elevation contours and arrows that-
depict groundwater-flow directions in the southern part of the Chino Basin in the
vicinity of the CDA well field and the Santa Ana River. Hydraulic containment is attained
at and east of CDA well 1-20 by 2020 for both scenarios.

Groundwater discharge from the Chino North Management Zone to the Prado Basin
Management Zone and the Santa Ana River is projected to not be fully contained by the
CCWEF in the area between the Chino Hills and CDA well 1-20. Groundwater discharge
through the CCWF was estimated through the analysis of 2013 Groundwater Model
projected cell-by-cell discharges through the CCWF. Table 2 lists the projected annual
time series of this discharge through the CCWF for Scenario 5G (as reported in the May
29, 2014 report to the Regional Board) and comparable time series, taking into account
an updated schedule to bring the CCWF online. Using the de minimis discharge
threshold of 1,000 afy or less of groundwater discharge from the Chino North
Management Zone to the Santa Ana River, hydraulic control is achieved in 2016 and
maintained thereafter. Thus, hydraulic control will likely be established in 2016.

Storage Losses after the Achievement of Hydraulic Control

Surface water discharge in the Santa Ana River consists of storm flow and base flow.
Base flow is divided into two components: wastewater discharged from publicly owned
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treatment plants and rising groundwater. Section 2 of the Optimum Basin Management
Program, Phase 1 Report3 contains a description of the relationship of groundwater
discharge from the Chino Basin to the Santa Ana River due to storing water in the Chino
Basin. The discussion below describes the theoretical background for the storage loss

rate and its application using the modeling results from the hydraulic control
investigation described above.

In the absence of complete hydraulic containment, the aggregate volume of water held
in storage accounts and carryover will increase groundwater discharge and a
subsequent increase in Santa Ana River base flow. The physics of the groundwater
storage-base flow relationship can be represented by the linear reservoir theory®, where
discharge is directly proportional to storage:

Q=K*S
Where:
Q is the discharge from storage (afy)
S is the volume of water in storage (af)
K is the linear reservoir coefficient (y ™)

This formula can be calibrated to a specific range of storage and groundwater
management conditions. Figure 3 shows the relationship of total groundwater
discharge through the CCWF to the projected future aggregate volume of water held in
storage accounts and carryover’; this relationship is shown by the dark blue curve. This
curve is divided into two parts, corresponding to the period of projected future
increases in the aggregate volume of water in storage accounts and carryover (2015
through 2023) and the subsequent period of decline in the aggregate volume of water in

storage accounts and carryover (2024 through 2043). Inspection of the curve indicates
the following:

e The decreasing storage limb of the curve has a slope of about 0.07 percent for a
range of storage of 0 to 450,000 af and where the slope is the storage loss rate

(K).

e The increasing storage limb of the curve is too short to interpret except to
conclude that it is suggestive of a comparable storage loss rate.

3 Optimum Basin Management Program Report, Phase 1 Report, prepared by WEI and submitted
to Watermaster in August 1995. http://www.cbwm.org/rep engineering.htm

*This is discussed in hydrology textbooks when covering hydrograph decomposition. For
example, see Section 7-2 in Hydrology for Engineers by Linsley, Kohler and Paulhus, second
edition, 1975. .

* Though Watermaster does not consider carryover water to be stored water, it is included in
this document because the model considers it in the same manner as stored water.
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e The increasing limb of the curve does not include the full hydraulic effect of the
CCWE well field as it was assumed to come online in 2014, and the production
trough created by it will take a few years to reach it's maximum effectiveness.

e There is a minimum groundwater discharge through the CCWF of about 500 afy
regardless of amount of water in storage: when the aggregate volume of water

in storage accounts and carryover is O af, the groundwater discharge is about
500 afy.

Watermaster should use the slope of the decreasing limb of the curve to estimate the
storage loss rate. The second (green) curve shown in Figure 3 represents the estimated
discharge through the CCWF attributable to the aggregate volume of water in storage
accounts and carryover. It is identical to the total discharge through the CCWF curve
plotted above minus 500 afy. Based on modeling work described herein, there will be
about 500 afy of discharge through the CCWF regardless of the volume of water in
storage accounts and carryover. This base 500 afy discharge is an artifact of the CCWF
design and projected operation. This base 500 afy of discharge is accounted for in the

net recharge calculation and could be eliminated through additional production wells in
the CCWF.

The planning assumptions used to project future groundwater conditions presented
herein represent the best estimate of future basin management at the time the
assumptions were made. These assumptions will likely change in the future and new
future projections will be made. Watermaster will revise the planning assumptions and
projected hydrologic conditions when it reevaluates net recharge and Safe Yield in 2020,
2025 and 2030. Watermaster has a maximum benefit requirement to assess the state of
hydraulic control and report its findings to the Regional Board when it evaluates the net
recharge and Safe Yield. It is our professional opinion that under a range of plausible
future changes in cultural conditions that the storage loss rate will not change
significantly from that estimated herein.

Recommendation

Upon achieving hydraulic control, Watermaster should change the storage loss rate
used in its accounting process from 2.00 percent to 0.07 percent. Achieving hydraulic

control will reduce losses from the aggregate volume of water in storage accounts and
carryover by about 97 percent.



Table 1
CDA Desalter Well Production Schedule for Scenario 5G

As of May 2014
Operational Assumptions Model-Assumed Production :
Well in
Current Capacity Operating Factor | Average Capacity | Annual Capacity Service
(gpm) {% used) (pm) (ELY)
(2) (3) (4)=(2) *(3) (5)=(4) * 1.631
CDA I-1 399 95% 379 611 Now
CDA I-2 210 95% 200 322 Now
CDAI-3 555 95% 527 350 Now
CDA I-4 170 95% 162 260 Now
CDA I-5 1,327 70% 932 1,504 Now
CDA -6 297 70% 209 337 Now
CDAI-7 302 70% 212 342 Now
CDAI-8 1,098 70% 771 1,244 Now
CDA1-9 1,096 70% 770 1,242 Now
CDA |-10 1,304 70% 916 1,478 Now
CDA I-11 789 70% 554 894 Now
CDA 1-13 1,185 70% 833 1,343 Now
CDA I-14 2,103 70% 1,477 2,383 Now
CDA |-15 2,496 70% 1,754 2,828 , Now
CDA I-16 250 70% 176 283 5/1/2014
CDA I-17 300 70% 211 340 5/1/2014
CDA |-18 0 0% 0 0 Not Used
CDA 1-19 0 0% 0 0 Abandoned
CDA I-20 400 70% 281 453 9/1/2015
CDA |-21 400 70% 281 453 9/1/2015
CDA II-1 2,162 70% 1,519 2,450 Now
CDAlI-2 1,791 70% 1,258 2,029 Now
CDAII-3 1,848 70% 1,298 2,094 Now
CDA 11-4 2,030 70% 1,426 2,300 Now
CDA II-6 1,758 70% 1,235 1,992 Now
CDA [1-7 1,089 70% 765 1,234 Now
CDA I1-8 1,287 70% 904 1,458 Now
CDA II-9A 1,980 70% 1,391 2,244 Now
CDA 1I-10 2,000 70% 1,405 2,266 1/1/2016
CDA II-11 2,000 70% 1,405 2,266 1/1/2016
CDA1l-12 Opt 1 Not Used
CDA[I-12 Opt 2 Not Used
CDAIl-12 Opt 3 2,000 70% 1,405 2,266 6/1/2016
Totals 34,626 71% 24,656 39,768
CCWF Sub-totals 1,350 948 1,530

20150824 Tables 1a_1b_2 Storage Loss_2a.xlsx - Table 1 20140421 Scen 5g

Created on 05/19/2014 ‘-_ J
Printed on 9/4/2015 v



Table 2

Subsurface Discharge through the CCWF for Scenario 5G
(afy)

July 31, 2015 Technical

Per May 29, 2014 Report

Memorandum®

2014 1,061

2015 910 1,061
2016 910 910
2017 916 : 910
2018 917 916
2019 911 917
2020 905 911
2021 204 905
2022 898 904
2023 888 898
2024 876 838
2025 863 876
2026 850 863
2027 837 850
2028 824 337
2029 811 824
2030 797 811
2040 584 562
2050 417 416

'The groundwater discharge through the CCWF in the July 31 Technical Memorandum
is, for any given year, has been assumed equal the discharge in the May 29, 2014
Report for the immediately prior year. Thatis, it has been lagged a year to account for
the delay in bringing the CCWF online.

20150824 Tables 1a_1b_2 Storage Loss_2a.xlsx -- Table 2 CCWF Underflow 5G
Created on 05/159/2014
Printed on 9/4/2015
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WILDERMUTH ENVIRONMENTAL, INC.

Safe Storage Management Technical Memorandum

To: Peter Kavounas, General Manager, Chino Basin Watermaster
Scott Slater, General Counsel

| Mark Wildermuth, Andy Malone

September 16 2015

Subject: Evaluation of Safe Storage Management Measures as Described in the
August 23, 2015 Draft 2015 Safe Yield Reset Agreement
JobNo.: | 007-015-076

As part of the development of the 2015 Safe Yield Reset Agreement, the Parties have
proposed certain Safe Storage Management measures with the objective of ensuring
that any potential removal of groundwater from non-Supplemental Water storage
accounts® would not cause Material Physical Injury (MPI) or undesirable results. As an
interim measure to “ensure protection against a precipitous drop in water levels and
undesirable results” and MPI, a Safe Storage Reserve, comprising 130,000 AF of non-
Supplemental Water in Appropriative Pool member storage accounts, would be
established, pending the development of a Storage Management Plan. This technical
memorandum examines whether setting aside 130,000 AF is sufficient to achieve this
objective in the interim. We conclude that, in combination with the existing monitoring
and Watermaster-required review, it does.

Background

The 2013 Watermaster model was used to evaluate past and future conditions in the
Chino Basin, including, but not limited to, net recharge, the state of hydraulic control,
and time histories of groundwater levels and storage. The investigation covered the
historical period of 1961 through 2011 and projected future conditions for 2012 through
2050. Planning scenarios were created based on the water resource plans provided by
the Watermaster Parties. Scenario 5A is the planning scenario used by Watermaster as
a basis for projecting future Basin conditions, resetting the Safe Yield, and making
regulatory findings regarding the state of hydraulic control. The analysis of current and

T The 2015 Safe Yield Reset Agreement consistently refers to water held in non-Supplemental Water
storage accounts. In Watermaster accounting, non-Supplemental Water storage accounts is the same as
excess carryover water storage accounts and excess carryover water storage accounts is used in this
Technical Memorandum when discussing the Safe Storage management measures.
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projected future conditions is described in detail in the draft 2013 Chino Basin
Groundwater Model Update and Recalculation of Safe Yield Pursuant to the Peace
Agreement’ and subsequent Watermaster monthly process meetings and numerous
Safe Yield Reset workshops®.

During the Watermaster process to evaluate and reset the Safe Yield, a concern arose
regarding the projection of future changes in groundwater levels that may be caused
through the management of stored water pursuant to the Judgment and Peace
Agreements. To address this concern, the Watermaster Parties and Watermaster desire
to implement Safe Storage Management measures (SSMM) that will ensure that the
future management of stored water will not cause MPI or undesirable results to the
Basin or a Party to the Judgment.

This Technical Memorandum was prepared to: describe the historical and projected
future changes in storage, describe potential bases of concern, describe the proposed
SSMM, describe the interim SSMM and respond to specific questions regarding the

interim SSMM, and describe the anticipated technical process to develop the Storage
Management Plan.

Historical and Projected Future Changes in Storage

Tahle 1 lists the historical amounts of water in carryover4, excess carryover storage, and
the supplemental water in storage for the Appropriative and Overlying Non-Agricultural
Pools for the period spanning fiscal years 2001 through 2014 (the Peace Agreement
period). The water in storage held by members of the Appropriative Pool increased
during the Peace Agreement period:

° The aggregate annual volume of carryover increased from about 16,000 acre-
feet (af) in 2001 to about 42,000 af in 2008 and remained at about that level
through 2014—an increase of 26,000 af or 162 percent.

. The aggregate volume of excess carryover storage increased steadily from
about 45,000 af in 2001 to about 232,000 af through 2014—an increase of
186,000 af or 412 percent.

® The aggregate volume of supplemental water storage varied between 80,000
and 90,000 af during the period of 2001 through 2010 and thereafter
increased to about 125,000 af through 2014—an increase of 32,000 af or 35
percent.

2

http://www.cbwm.org/FTP/2013%20Safe%20Yield%20Recalculation/20140128%20Draft%202013%20CB
WM%20Model%20Update%20and%20Recalc%200f%205afe%20Yield%20Report

? http://www.cbwm.org/FTP/2013%20Safe%20Yield%20Recalculation/

* Though Watermaster does not consider Carryover water to be stored water, it is included in this
document because the model considers it in the same manner as stored water.
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o In sum, the aggregate volume of storage by the Appropriative Pool Parties
increased from about 154,000 af in 2001 to about 398,000 af in 2014—an
increase of 244,000 af or 159 percent.

The aggregate volume of water in storage held by the Overlying Non Agricultural Pool
was about 38,000 af in 2001, increased to 59,000 af in 2007, and subsequently
decreased to about 20,000 af in the 2012 through 2014 period.

The total water held in carryover and storage accounts by Parties within the
Appropriative and Overlying Non-Agricultural Pools increased from 192,000 in 2001 to

about 418,000 af through 2014—an increase over fourteen years of 226,000 af or 118
percent.

Figure 1 shows the estimated time history of the total volume of water in storage in the
Chino Basin for the historical period of 1978 through 2011 and the subsequent
projected future period of 2012 through 2050. This time history was developed from the

calibration of the 2013 Chino Basin Model and its subsequent application to projected
future Basin conditions.

In contrast to the increase in water in storage accounts during the period of 2001
through 2014, as described above and in Table 1, the physical water in storage within
the Basin declined from 5,966,000 af to about 5,649,000 af during this period—a decline
of about 317,000 af. The planned change in storage during the same period was a
decline of 294,000 af (5,000 afy from controlled overdraft [as provided for in the
Judgment] and Reoperation and other water dedicated from storage [as provided for in

the Peace Agreements]). The physical groundwater storage declined by about 23,000 af
more than was planned.

The projected future total volume of water in storage was estimated by simulating the
Chino Basin’s response to projected future groundwater production and recharge and
replenishment plans with the 2013 Groundwater Model. The specific projected future
groundwater production, recharge and replenishment plans, other cultural conditions,
and hydrology used herein are collectively referred to as Scenario 5A. Scenario 5A
includes a gradual increase in groundwater production by the Appropriators, based on
groundwater production projections developed in the 2013 Amendment to the 2010
Recharge Master Plan Update® and that replenishment and recharge operations would

be conducted by Watermaster pursuant to the Judgment and Peace Agreements®.
Planning Scenario 5A assumes:

® The planning period runs from 2012 through 2050.

® hitp://www.chwm.org/rep_engineering.htm

6 The planning assumptions used to project future groundwater conditions presented herein represent
the best estimate of future basin management at the time the assumptions were made. These
assumptions will likely change in the future and new future projections will be made.
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° The economy will expand with the build out of undeveloped land occurring
by 2030.

° The CDA expansion would occur based on an approved schedule, and re-
operation will occur based on the current approved schedule through 2030.

o The 6,500 af/yr supplemental water recharge obligation for MZ1 will
terminate in 2030.

. Projected future recycled water recharge estimates were provided by the
IEUA.

e Projected future stormwater recharge estimates were based on the average

historical stormwater recharge estimates.

o There will be no increase in future stormwater recharge capacity installed
after 2013 and excludes the new stormwater recharge projected included in
the 2013 Amendment to the RMPU.

o The 5,000 acre-ft/yr of controlled overdraft pursuant to the Judgment will
cease after 2017.

. Production rights will be based on the current and projected future Safe Yield
including 135,000 afy Safe Yield for 2015 through 2020 period as
contemplated in the 2015 Safe Yield Reset Agreement.

° Groundwater production estimates for fiscal years 2012 and 2013 are actual
production estimates, and groundwater production estimates for 2014
through 2050 are estimates provided by the Parties or developed by
Watermaster staff and approved by the Parties.

o The annual replenishment obligation was estimated using the efficient
market assumption, which includes the following:

o On a go-forward (post 2013) basis, under-producers will transfer un-
pumped rights to over-producers each year; there is an efficient market

that moves unused production rights from under-producers to over-
producers.

o Water in storage accounts will be used to meet future replenishment

obligations prior to the purchase of supplemental water for wet-water
for recharge.

o All transfers among the Parties and depletion from storage accounts will
not cause MPI1 or undesirable results.

Figure 2 shows the projected future change in physical storage for the period of 2012
through 2050 based upon assumptions included within Scenario 5A. Storage is projected
to decline by about 604,000 af through 2043 and not decline thereafter. The decline in
storage during 2012 through 2043 can be attributed to planned reductions in storage
(5,000 af/yr from controlled overdraft [as provided for in the Judgment and
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Reoperation] and other water dedicated from storage [as provided for in the Peace
Agreements]) and withdrawals from storage accounts.

The historical and projected future decline in storage within the Basin from fiscal 2000-
01 through 2049-50 is estimated to be about 900,000 af, all of which except for 23,000
af is planned reduction under the Judgment and Peace Agreements. The major
contributions to the decrease in storage are planned Basin water dedicated to the
replenishment of CDA production (Reoperation) and stored water in the Watermaster
Parties’ storage accounts.

The withdrawal of supplemental water in storage currently requires an MP! analysis by
Watermaster (Rules and Regulations 8.4). Consequently, some portion of the
supplemental water currently in storage may already have an MPI analysis completed
and a finding of no MPI, allowing it to be produced without further review. The transfer
of excess carryover water is subject to MPI review pursuant to the Peace Agreement
(Peace Agreement 5.1 (e)(lv)) “Watermaster shall exercise Best Efforts to: [...]

“evaluate the potential or threat for any Material Physical Injury to any
party to the Judgment or the Chino Basin including, but not limited to,
any Material Physical Injury that may result from any Transfer of water in
storage or water rights which is proposed in place of physical Recharge of
water to the Chino Basin in accordance with the provisions of Section
5.387

For the avoidance of doubt that the withdrawal of water from storage accounts will not
result in MPI or undesirable results and to inform Watermaster and the Parties as to
whether they may also achieve their concurrent objective of facilitating the reservation
of some stored water for future water shortages caused by drought or importation
system failure, further analysis was undertaken. The principle MPI concerns are:
exacerbating subsidence in the Northwest MZ1 area and production sustainability
generally and specifically in the Jurupa area. In response to this concern, the
Watermaster Parties are contemplating an agreement to implement the SSMM.

Safe Storage Management Plan Description

An initial description of the SSMM emerged from the FANDA process in June 2015 and is
included in the 2015 Safe Yield Reset Agreement (currently being drafted’). The goal of
the SSMM is to manage stored water to protect against MPI or undesirable results. The
SSMM will be implemented in two parts. First an interim plan will be implemented
immediately after the 2015 Safe Yield Reset Agreement is approved by the Court, which
is anticipated this year. The Watermaster Parties have committed to use Best Efforts to
develop a Storage Management Plan within two years of Court approval of the 2015
Safe Yield Reset Agreement. The Storage Management Plan will replace the interim plan
upon the Court’s approval.

7 specifically the August 23, 2015 draft as circulated by Brad Herrema.
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The key feature of the interim plan is the creation of a Safe Storage Reserve of 130,000
af® to be maintained by the Appropriative Pool Parties in their excess carryover water
accounts. During the interim plan period, the aggregate water in their excess carryover

water accounts will not be allowed to decline below 130,000 af except as provided for
below:

e During the interim plan period, the Appropriative Pool Parties may be able to
access up to 100,000 af from the Safe Storage Reserve in the event of an
emergency, provided that the water withdrawn will be replaced within 36
months and that Watermaster can make a finding that the withdrawal will not
cause MPI or undesirable results.

e Absent a Storage Management Plan, up to a maximum of 30,000 af will be
available from the Safe Storage Reserve after 2024 for the exclusive purpose of
dedication to Desalter replenishment, provided that Watermaster can make a
findihg that the withdrawal will not cause MPI or undesirable results.

The contents and requirements of the Storage Ménagement Plan will be developed in
the future; therefore, the following discussion pertains to the SSMM during the interim
plan period while the Storage Management Plan is developed.

Evaluation of the Interim Safe Storage Management Plan Commitments

As to the Safe Storage Reserve, four questions have been posed in the drafting of the
SSMM regarding the likelihood of the Appropriative Pool Parties needing access to the
100,000 af emergency water held in the Safe Storage Reserve and as to whether there
will be potential for or an actual MPI or undesirable results caused by withdrawals from
storage during the interim plan period. These guestions and their answers follow.

Assuming the SSMM is effective July 1, 2015, what is the likelihood that the
Appropriative Pool Parties will need to occess the 100,000 af pool of water in the
130,000 af Safe Storage Reserve in the next two years and prior to the approval and
implementation of the Storage Management Plan?

Under the current best estimate of planned production, recharge and replenishment, it
is highly unlikely that the Appropriative Pool will need to access the 100,000 af
emergency storage in the Safe Storage Reserve during the next two years. The
aggregate volumes of water in excess carryover storage and supplemental water storage
for the Appropriative Pool Parties on July 1, 2014 (July 1, 2015 values are not yet
available) were about 232,000 af and 125,000 af, respectively, totaling 357,000 af. The
average amount of carryover water for the five-year period of 2010 through 2014 is
about 41,000 af. So for planning purposes, the amount of water in storage and

8 Using methodology consistent with prudent professional standards, short term actual measured net
recharge during 2000-2014 was less than total rights allocated to the Parties to the Judgment to produce
groundwater without incurring a replenishment assessment over the period 2000-2014 by a quantity
potentially as high as 130,000 AF.
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carryover available to the Appropriative Pool Parties is about 398,000 af (equal to
232,000 af of excess carryover storage plus 125,000 af of supplemental water storage
and 41,000 af of carryover). The difference between what is in storage plus carryover
now and the 130,000 af of proposed Safe Storage Reserve is about 268,000 af. Figure 2
shows the Scenario 5A-based projected future total water in storage, aggregate water in
storage accounts plus carryover through 2050, the 130,000 af Safe Storage Reserve limit

and the 100,000 af limit of emergency storage within the Safe Storage Reserve. Based
on this planning scenario:

e The aggregate volume of water in storage in storage accounts and carryover will
continue to increase through 2023 and potentially reach 457,000 af.

e The amount of stored water plus carryover will decline to about 100,000 af in
about 2040.

Therefore, based on the best planning information available to Watermaster, it is highly
unlikely that the Appropriative Pool Parties will need to access the 100,000 af pool of
water in the 130,000 af Safe Storage Reserve in the next two years and prior to the
approval and implementation of the Storage Management Plan.

Based on the information available to WEI, the Appropriative Pool Parties in aggregate
do not have the well and groundwater treatment capacity to produce an additional
268,000 af over the next two years or the water demand to serve it. It is also highly
unlikely that the Appropriative Pool Parties will have the well and groundwater
treatment capacity to produce an additional 268,000 af over the next five years, and
doing so would require replacing most or all of the imported water that now comes into
the basin for direct use’. Some of the imported water used for direct use is required for
blending with groundwater to produce potable water. For all these reasons, we believe
that it is very unlikely that the limitation of the Safe Storage Reserve would actually

constrain party production and withdrawal from non-supplemental storage accounts
during the next five years.

How would the projected aggregate volume of water in storage accounts change if the
efficient market assumption was not used?

The aggregate volume of water in storage accounts would increase at a greater rate
than described above and shown in Figure 2 if the efficient market assumption was not
used. The total water in storage in the Basin would also increase. This occurs because
under-producers would store their unproduced water right instead of transferring it to
over-producers, thus triggering wet-water recharge to occur to meet replenishment
obligations. Without the efficient market assumption, the aggregate volume in storage
accounts would increase beyond that shown in Figure 2, the period of increasing storage
would extend further into the future (beyond 2024), and the subsequent projected
decline in storage would occur slower and perhaps never reach the 600,000 af decline

? For both the two and five-year periods, it was assumed that that the Appropriators would use up their
supplemental water in storage prior to accessing the 100,000 af in the Safe Storage Reserve.
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by 2045 as suggested with the efficient market assumption. The use of the efficient

market assumption results in a more rapid (conservative) rate of drawdown than would
occur if it were not used.

Will withdrawals from storage during the interim plan period of the SSMM cause
potential or actual MPI or undesirable results?

No. Watermaster is required to conduct an MPI1 evaluation for each transfer among the
Parties that is ultimately used to satisfy a replenishment obligation. This obligation does
not change with the SSMM. In doing so, Watermaster will be able to identify storage
management and transfer activity that has the potential to cause MPI or undesirable

results well before volume in excess carryover declines to Safe Storage Reserve of
130,000 af.

The aggregate volume of water in storage accounts plus carryover water is projected to
increase by 12,000 af during the interim plan period (July 1, 2015 through June 30,
2017). The physical storage in the Basin is projected to decrease by about 12,000 af for
the same period. Figure 3 shows the projected change in groundwater levels for the
interim period. During this period no significant changes in groundwater elevations are
projected to occur except in the Chino Il Desalter well field area and, more specifically,
where new desalter production wells will come online after 2015. The projected
groundwater level changes during the two-year interim plan period will not cause MPI
or undesirable results to the Basin or a Party.

If a Storage Management Plan is never developed and the interim plan remains in
force through the term of the Peace Agreement, does Watermaster have the authority
to review and approve the recovery of water in storage in excess of the 130,000 Safe

Storage Reserve to ensure there is no MPI or undesirable results to the Chino Basin or
a Party?

Yes. The Peace Agreement and Watermaster’'s Rules and Regulations provide
Watermaster with the authority to review each transfer and subsequent recovery of
stored water, evaluate these actions before they occur for MPI or undesirable results,
and subsequently to: approve them if there is no threatened or actual MPI or
undesirable results, conditionally approve them with mitigation requirements if there is
threatened or actual MPI or undesirable results, or disapprove them if there is
unmitigated threatened or actual MPI1 or undesirable results.

Watermaster conducts continuous monitoring of the Basin and programmatic
investigations that provide Watermaster with scientifically defensible information for
use in MPI or undesirable results assessments. Watermaster is required to conduct
certain investigations every two years that inform Watermaster regarding how past
approval of transfers that reduce replenishment with wet water recharge have
impacted the Basin and provide Watermaster guidance on conducting wet water
replenishment. These analyses are:
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e Analysis of the cumulative impact of transfers (Rules and Regulations, § 9.3(a)).
This effort is included in Fiscal year 2016.

e Balance of recharge and discharge (Peace Agreement, § 5.1(e)(viii); Rules and
Regulations, § 7.1). This effort is included in Fiscal 2016.

Watermaster conducts extensive monitoring and reports on this monitoring every two
years in its State of the Basin Report. This monitoring supports many Watermaster
activities. This monitoring includes groundwater production, groundwater levels,

groundwater quality, artificial recharge, surface water discharge surface water quality
and ground elevation.

Watermaster is monitoring subsidence over the entire Chino Basin and is conducting a
focused investigation to understand the cause of subsidence in the Northwest MZ1 Area
and to develop a management plan to abate or minimize subsidence in this area. The
subsidence management plan will be completed in fiscal 2020. Watermaster and the
Appropriative Pool Parties are implementing the 2013 RMPU™ that includes the
development of production sustainability projects.

Process to Develop the Storage Management Plan

The Watermaster Parties will, pursuant to the 2015 Safe Yield Reset Agreement,
develop the Storage Management Plan to protect the Basin and the Parties from MPI or
undesirable results caused by withdrawing water from Basin storage accounts. The
Storage Management Plan may also address, as necessary, the appropriateness of any
limitations on the total amount of water held in storage accounts, as well as priority
among pending applications for local storage accounts. Watermaster may also identify
other goals consistent with the OBMP that can be addressed through storage
management and subsequently incorporate them into the Storage Management Plan
(e.g., salinity management).

2 http://www.cbwm.org/rep_engineering.htm
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Exhibit F



WATERMASTER RESCLUTION
NO. 2015-06

RESOLUTION OF THE CHINO BASIN WATERMASTER
REGARDING 2015 SAFE YIELD RESET AGREEMENT

1. "WHEREAS, the Chino Basin Watermaster was appointed pursuant to the Judgment in Chino Basin Municipal
Water District v. City of Chino {San Bernardino Superior Court Case No. 51010} to administer and enforce the
provisions of the Judgment and any subsequent instructions and orders of the Court;

2. WHEREAS, the Judgment was entered in 1978 and set the initial Safe Yield of the Chino Basin at 140,000
acre-feet per year (AFY), but reserved continuing jurisdiction to the Court to amend the Judgment, inter alia, to
redetermine the Safe Yield after the first ten vears of operation of the Physical Solution established under the
Judgment;

T3 WHEREAS, the Parties o the Judgment have executed; and Watermaster, with the advice and consent of the
Pools and Advisory Committees, has endorsed; and the Court has approved, the following agreements to implement
the Physical Solution ("Court Approved Management Agreements”):

[1] the Chino Basin Peace Agreement, dated June 29, 2000, as subsequently amended in September 2004
and December 2007,

[2] the Peace Il Measures (Court approved on December 21, 2007);

[3] the OBMP Implementation Plan dated June 29, 2000, as supplemented in December 2007;
[4] the Recharge Master Plan, dated 1998, as updated in 2010 and amended in 2013);

15] the Watermaster Rules and Regulations dated June 2000, as amended;

[6] the October 8, 2010 Order Approving Watermaster's Compiiance with Condition Subsequent Number Eight

and Approving Procedures to be used to Aliocated Surplus Agricultural Pool Water in the Event of a Decline in
Safe Yield and

[7] Watermaster Resolution 2010-04 (“Resolution of the Chino Basin Watermaster regarding Implementation of
the Peace Il Agreement and the Phase Ill Desalter Expansion in Accordance with the December 21, 2007
Order of the San Bemardino Superior Court);

4. WHEREAS, the Overlying (Non-Agricultural), the Overlying (Agricultural) Pool, and the Appropriative Poal
considerad the proposed 2015 Safe Yield Reset Agreement, evaluated the concerns expressed by the City of Chino
and, following deliberation, recommended Watermaster's adoption of this Reselution 2015-08; and

5. WHEREAS, the Advisory Committee considered the proposed 2015 Safe Yield Reset Agreement, evaluated
ihe concerns of the City of Chino, and, following deliberation, recommended Watermaster's adoption of this Resolution
2015-06.

NOW, THEREFORE, on the basis of the staff reports, expert opinions and substantial evidence presented,
Watsrmaster finds that:

1. At the request, and with the consent, of the parties thereto, the agvice and counsel of the three Pools
and the Advisory Committee, the 2015 Safe Yield Reset Agreement, attached hereto ag Exhbibit *A”,
will provide more efficient administration of the Judgment through:

a. The reset of the Safe Yield, inclusive of a methodology that is consistent with prudent professional
practice, the OBMP Implementation Plan (as amended), the Physical Solution, and the Judgment,
as set forth in the Agreement’s Reset Technical Memarandum (Exhibit "A” thereto);

h. An amendment of the Restated Judgment to reset the Basin's Safe Yield to 135,000 AFY,
effective 2010/11, consistent with the Proposed Order attached hereto as Exhibit “B"

1



c. Resolution and compromise of competing claims and interpretation of existing agreements and
court orders, Watermaster's accounting, among members of the Appropriative Pool, for Basin
stormwater and Desalter-induced recharge under future conditions, including but not Emited to a
decline in Safe Yield;

d. The amendment of the current Court-approved schedule accounting for Desalter-induced
recharge and access to Re-Operation water, consistent with Exhibit "C" hereto; and

e. Measures intended to preserve the parties to the Judgment's respective rights to storage while
ensuring withdrawals of groundwater from authorized storage accounis within the Basin do not
cause a precipitous drop in water levels, are safe, sustainable, and will not cause Material
Physical Injury or undesirable resulis.

The Reset Technical Memorandum, an evaluation of long-term hydrology using the metered
agricultural production data from 2002-present, the cultural conditions affecting the Safe Yield, and the
risk of undesirable results support the reset of the Safe Yield of the Basin to 135,000 AFY, having
deciined from 140,000 AFY;

The reset of the Safe Yield pursuant to the 2015 Safe Yield Reset Agreement is consistent with Article
X, section 2 of the California Constitution the Judgment, the Court-Approved Management
Agreements, and prudent professional standards;

The accounting for recharge pursuant to the 2015 Safe Yield Reset Agreement is appropriate and
consistent with the Court-approved management agreements to enable a fair, balanced and efficient

administration of the Judgment as reguested by the parties thereto, the Pools and the Advisory
Committee;

The amendment of the current Court-approved schedule accounting for Desalter-induced recharge
and access fo Re-Operation water is appropriate and in furtherance of the Judgment, the Court-
Approved Management Agreements;

Using methodology consistent with prudent professional standards, short term actual measured net
recharge during 2000-2014 was less than total rights allocated fo the Parfies to the Judgment to
produce groundwater without incurring a replenishment assessment over the period 2000-2014 by a

quantity potentially as high as 130,000 AF but neverthsless only a 23,000 AF actual depletion from
storage occlirred,

During the pericd 2000-2014 there has been an increase of more than 200% in non-Suppiementat
Water storage accounts and, therefore, the Safe Storage Management, as provided for in the 2015
Safe Yield Reset Agreament, is an approptiate mechanism to snsure withdrawals of groundwater from
authorized storage accounts within the Basin are safe, sustainable, and will not cause Material
Physical Injury or undesirable resulfs.

Using methodology consistent with prudent professional standards, it is estimated that since the early
1900s, more than 2.1 million AF was withdrawn from the Basin in excess of recharge to the Basin.

The establishment of the Safe Storage Reserve does not unreasonably restrict the withdrawal of water
from storage accounts because: (i) the Safe Storage Reserve is 130,000 AF and present quantities of
water in storage are in excess of 350,000 AF; (ii) it is highly unlikely that the Parties to the Judgment
could physically pump enough groundwater from the Basin to reach the cumulative trigger of 150,000
AF in less than five (5) years, given current infrastructure; (iii) the Appropriative Pool has committed to
exercise Best Efforts to prepare a Storage Management Plan within two (2) years of the effective date
of the 2015 Safe Yieid Reset Agreement and no reserve quantities are under discussion; (iv) even if
the Safe Storage Reserve of 130,000 AF were implemenied, access to stored water therein is
available for emargencies and Desalter replenishment, and {v) Watermaster has the authority under
the Judgment to manage ali storage within the Basin;



STATE OF CALIFORNIA )
) 8%
COUNTY OF SAN BERNARDINO )

{, J. Amold Rodriguez, Secretary of the Chino Basin Watermaster, DO HEREBY CERTIFY that the foregoing
Revised Resalution being No. 2615-08, was adopted at a regular meeting of the Chino Basin Watermaster Board by
the following vote:

AYES: 7
NOES: 2
ABSENT: 0
ABSTAIN: 0

CHINO BASIN WATERMASTER

L i

ot
~ Arnold Rodrigdm
Secretary/Treasufef, asteBeard

Date: September 24, 2015




NOW, THEREFORE, BE IT RESOLVED, by the Chino Basin Watermaster that:

i Watermaster endorses the 2015 Safe Yield Reset Agreement as consistent with Article X, section 2 of
the California Constitution, the Judgment, and the Court-Approved Management Agreements.

2. Consistent with the Proposed Order, Watermaster will comply with the provisions of the 2015 Safe
Yield Reset Agreement.

3 In adopting this Resolution and by its agreement to implement the 2015 Safe Yield Reset Agreement,
Watermaster is not committing to carry out any project within the meaning of CEQA, unless and until
CEQA compliance has been demonstrated for any such project.

4. The Watermaster Board will transmit this Resolution 2015-08, the 2015 Safe Yield Reset Agreement,
and the referenced Attachments to the Court, and, in accordance with the requests by the parties
thereto, the advice and counsel of the Pools, and the Advisory Committee, Watermaster recommends
that the Court approve the proposed Judgment Amendment and to further order that Watermaster
proceed to further comply with the 2015 Safe Yield Reset Agreement.

5. The Watermaster Board directs Watermaster legal counsel to prepare and file a motion with the Court
pursuant io paragraph 4, above.

APPROVED by the Advisory Committee this 17th day of September 2015.

ADOPTED by the Watermaster Board on this 24th day of September 2015.

. LS

Steven J. Elie
Chairman, Watermaster Board

AP ED: l/ :
3

Jefiey D\Rlier on~
Chaiiman, Advisory Committee

ATTEST.

—Krnold Rodriguez m
ecretary/Treasurer, S g




LIST OF EXHIBITS

Exhibit “A” 2015 Safe Yield Reset Agreement, Including Exhibits A—-E
Exhibit "B” Praposed Order Amending Paragraph 6 of the Restated Judgment

Exhibit “C” Amended schedule for access to Re-Operation water



List of Exhibits to Resolution 2015-06, Exhibit F of Attachment 1 to
Watermaster’'s Motion

Exhibit A: 2015 Safe Yield Reset Agreement, Including Exhibits A - E
is Attachment 1 to Watermaster's Motion

Exhibit B: Proposed Order Amending Paragraph 6 of the Restated
Judgment (is the proposed order) and is attached

Exhibit C: Amended Schedule for Access to Re-Operation Water
is Attachment 2 to Watermaster's Motion
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SUPERIOR COURT OF THE STATE OF CALIFORNIA
FOR THE COUNTY OF SAN BERNARDINO

CHINO BASIN MUNICIPAL WATER Case No. RCV 51010
DISTRICT,
Assigned for All Purposes to the
Plaintiff, Honorable Stanford E. Reichert
V. [PROPOSED] ORDER AMENDING
PARAGRAPH 6 OF THE RESTATED
CITY OF CHINO et al., JUDGMENT
Defendant.

The Court having read, reviewed, and considered all pleadings filed in support and in
response, if any, including the testimony presented at the [DATE] hearing, and good cause
appearing therefore, the Court finds and Orders as follows:

(1) Paragraph 6 of the Restated Judgment is hereby amended to read as follows: “Safe
Yield. The Safe Yield of the Basin is 135,000 acre feet per year.”

(2) The effective date of the amendment to Paragraph 6 of the Restated Judgment is
July 1, 2010.

IT IS SO ORDERED.

Dated:

JUDGE OF THE SUPERIOR COURT
038350\0036413358855.1

1

ORDER AMENDING PARAGRAPH 6 OF THE RESTATED JUDGMENT
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BROWNSTEIN HYATT FARBER SCHRECK, LLP

1020 State Street
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SCOTT S. SLATER (State Bar No. 117317)
BRADLEY J. HERREMA (State Bar No. 228976)
BROWNSTEIN HYATT FARBER SCHRECK, LLP
1020 State Street

Santa Barbara, CA 93101-2706

Telephone: 805.963.7000

Facsimile: 805.965.4333

Attorneys for
CHINO BASIN WATERMASTER

SUPERIOR COURT OF THE STATE OF CALIFORNIA
FOR THE COUNTY OF SAN BERNARDINO

CHINO BASIN MUNICIPAL WATER Case No. RCV 51010
DISTRICT,
[Assigned for All Purposes to the Honorable
Plaintiff, STANFORD E. REICHERT]
\Z DECLARATION OF MARK

WILDERMUTH IN SUPPORT OF

MOTION REGARDING 2015 SAFE YIELD
RESET AGREEMENT, AMENDMENT OF
Defendant. RESTATED JUDGMENT, PARAGRAPH 6

CITY OF CHINO, et al.,

I, Mark Wildermuth, declare as follows:
1. I am the founder and President of Wildermuth Environmental, Inc. (“WEI”), a
water resources consulting firm. My firm consults for the Chino Basin Watermaster

(“Watermaster”) with respect to implementation of the Chino Basin Optimum Basin Management

Program (“OBMP”) and other Watermaster duties.

2. I am a hydrologist and a registered engineer and have been involved in the Chino

Basin as such for approximately 34 years.

3. As a consultant to Watermaster, 1 assisted in the development of Watermaster’s

DECLARATION OF MARK WILDERMUTH IN SUPPORT OF MOTION REGARDING 2015 SAFE YIELD
RESET AGREEMENT
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OBMP and the OBMP Implementation Plan, and I am familiar with the Court-approved actions
requiring OBMP implementation, including the Peace Agreement and the Peace Il Agreement.

4, The original 2003 Chino Basin Groundwater Model was developed by me and
under my direction, as have been all of the updates to that model, including significant updates in
2006 and 2007. These prior versions of the model served as the basis for the Parties’ agreement
to and this Court’s approval of the Peace Tl measures, and were used in the evaluation, pursuant to
the California Environmental Quality Act, of the storage and récovery project with the
Metropolitan Water District of Southern California referred to as the Dry Year Yield Agreement.
The Regional Water Quality Control Board for the Santa Ana Region (“Regional Board”)
accepted the model’s predictions for evaluation and approval of Watermaster’s propesal that the
Basin be managed under the “Maximum Benefit” mechanism. An updated version of the 2007
model provided the basis for the Parties' decision-making in the process of finalizing the 2013
Amendment to the 2010 Recharge Master Plan Update, approved by this Court in October 2013,
and has been used by the Regional Board in order to evaluate the achievement of Hydraulic
Control within the Basin.

5. The most recent 2013 update (the “2013 Model”.) is an update of and improvement
upon the 2003 model and its updates. Construction of the 2013 Model, its calibration and
application to evaluate and update the Safe Yield of the Chino Basin is described in'a draft report
entitled Draft — 2013 Chino Basin Groundwater Model Update and Recalculation of Safe Yield
Pursuant to Peace Agreements (attached hereto as “Exhibit 1), In brief, the 2013 Model includes
and expands wpon the hydrogeologic data included in the 2003 and 2007 Models, incorporating
new production data, precipitation data, hydrogeologic data, and interpretations of them.

6. The 2013 Model is the result of approximately three years of model development
and application efforts. Based on the modeling and calibration efforts detailed above, it is my
opinion that Watermaster now has the ability to, and can competently, reasonably, and accurately
perform the required basin yield reevaluation arising from the OBMP Implementation Plan and

prior orders of this Court.

7. The Updated Basin Model has been calibrated with a high degree of confidence

DECLARATION OF MARK WILDERMUTH IN SUPPORT OF MOTION REGARDING 2015 SAFE YIELD
RESET AGREEMENT
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and has been peer reviewed by representatives of the Parties to the Judgment.

8. As part of my work for the Chino Basin Watermaster, 1 work closely with the
Chino Basin Desalter Authority in order to assist Watermaster in ensuring that its Desalter
construction and operation obligations, both to the Regional Board in regard to Maximum Benefit
and Hydraulic Control, and to the Court in regard to the OBMP Implementation Plan, are met. 1
am informed and believe that Watermaster and the Parties have designed, financed and complied
with the direction of the Court in its 2007 Order Approving the Peace Il Agreement by
constructing an additional 10 MGD of expanded Desalter capacity. This expansion is being
overseen by the Chino Basin Desalter Authority (CDA), and will be completed in 2017,
Hydraulic Control will be achieved in fiscal 2016.

9. In 2007, WMWD proposed to assume the obligation of pursuing the Future
Desalters and they were subsequently joined by the JTurupa Community Services District and the
City of Ontario. This initial group comprised less than the complete Chino Basin Desalter
Authority membership - that had constructed and Was operating the then-existing Desalters. The
proposed allocation of Re-Operation water at 'the tifne of the Peace IT Apreement was developed
to ensure the completion of the additional 10 MGD of desalting capacity by WMWD and to
reflect its capital commitments. |

10. At the time of the Court’s approval of the Peace Agreement and OBMP
Implementation Plan, it was believed that the Safe Yield might be larger than was stated in the
Judgment. At the time of the development of the 2013 Model, despite the construction of the
Desalters and the implementatioln of the Peace Il Measures, the evaluation of available production
data, long-term hydrology and prevailing cultural conditions suggested that there may have been
a decline in Safe Yield. |

11. I, and my staff at my direction, assisted Watermaster counsel and staff in the
facilitated discussions that resulted in the 2015 Safe Yield Reset Agreement. I, with my staff at
my direction, prepared the following Exhibits to the Agreement: Exhibit “A,” the Reset
Technical Memorandum; Exhibit “D,” the Storage Losses Technical Memorandum;, and, Exhibit

“E,” the Safe Storage Management Technical Memorandum.

DECLARATION OF MARK WILDERMUTH IN SUPPORT OF MOTION REGARDING 2015 SAFE YIELD
RESET AGREEMENT
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12.  Using the 2013 Model and the methodology described in the Reset Technical
Memorandum, the Safe Yield for the 2010/2011-2019/2020 time period identified in the OBMP
Implementation Plan and Watermaster’s Rules and Regulations is approximately 135,000 afy.

13.  In my opinion, he methodology described in the Reset Technical Memorandum is
consistent with the Judgment, OBMP Implementation Plan and the Court’s prior orders.
Specifically, the Updated Basin Model has incorporated data from the 2000/2001-2005/2010
period, along with long-term hydrology from 1921 to the date of the reset evaluation. Based on
my experience in the field of groundwater hydrology and years of experience in the Chino Basin,
I believe the approach to be a prudent and reasonable professional methodology, consistent with
professional custom, standard and practice. |

14, Inmy opinion, the Basin protection measures to which the parties have agreed in
the 2015 Safe Yield Reset Agreement will ensure that the Basin is not harmed by extractions of
135,000 afy of water through fiscal 2020.

15.  Inmy opinion, the Basin protection measures to which the parties have agreed in
the 2015 Safe Yield Reset Agreement, including the Safe Storage Management Measures, will
ensure that the Basin is not harmed by extractioﬁé of the 20,000 af that was allocated in the past
four years thaii would have been allocated if the Safe Yield had been reset to 135,000 afy in 2011.

16.  Using methodology consistent with prudent professional standards, Watermaster’s
hydrologic consultant estimates that since the early 1900s, more than 2.1 million af has been
withdrawn from the Basin in excess of recharge to the Basin.

I declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct to the best of my knowledge.

Executed on October 2015, at Lake Forest, California.

wzmu}.wwzzi\

MARK WILDERMUTH

(38350\0036\1 3274873 .9

DECLARATION OF MARK WILDERMUTH IN SUPPORT OF MOTION REGARDING 2015 SAFE YIELD
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Exhibit 1 to Declaration of Mark Wildermuth
2013 Chino Basin Groundwater Model Update
and Recalculation of Safe Yield Pursuant to
Peace Agreements

(File is 125.84 MB)

http://www.cbwm.org/docs/engdocs/\WE1%2020

13%20CBWM%20Recalculation%20Model%20

Update/20151005 WEI 2013 CBWM Recal
Model Final low.pdf



http://www.cbwm.org/docs/engdocs/WEI%202013%20CBWM%20Recalculation%20Model%20Update/20151005_WEI_2013_CBWM_Recal_Model_Final_low.pdf
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SCOTT SLATER (State Bar No. 117317)
BRADLEY J. HERREMA (State Bar No. 228976)

BROWNSTEIN HYATT FARBER SCHRECK, LLP
1020 State Street

Santa Barbara, CA 93101-2706

Telephone: 805.963.7000

Facsimile: 805.965.4333

Attorneys for
CHINO BASIN WATERMASTER

SUPERIOR COURT OF THE STATE OF CALIFORNIA
FOR THE COUNTY OF SAN BERNARDINO

CHINO BASIN MUNICIPAL WATER Case No, RCV 51010
DISTRICT,
[Assigned for All Purposes to the Honorable
Plaintiff, STANFORD E. REICHERT]
v, DECLARATION OF DANIELLE D.
MAURIZIO IN SUPPORT OF MOTION
CITY OF CHINO, et al., REGARDING 2015 SAFE YIELD RESET
AGREEMENT, AMENDMENT OF
Defendant. RESTATED JUDGMENT, PARAGRAPH 6

I, DANIELLE D, MAURIZIO, declare:

1. I am currently employed as Assistant General Manager of the Chino Basin
Watermaster (“Watermaster”). Ihave been employed by Watermaster for 12 years. Ihave
personal knowledge of the facts stated in this declaration, excopt where stated on information and
belief, and if called as a witness, I could and would competently testify to them under oath.

2. In my capacity as Assistant Generel Manager,  am familiar with the day-to-day
operations of Watermaster, including Watermaster’s activities in implementation of the Optimum
Basin Management Program and the Recharpge Master Plan for the Chino Basin, I manage the

preparation of Watermaster’s annual Assessment Package, which tracks groundwater Production,

1
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Transfers, and storage and storage losses.

3. From approximately March 1, 2011 to May 1, 2011, and then again from mid-
November, 2011 to mid-January, 2012, 1 served as interim Chief Executive Officer of
Watermaster.

4, I am informed and believe that Watermaster oversaw the installation of metering
devices during the 2000-2002 timeframe and, as the meters came online, began collecting
metered production data from non-exempt Agricultural Pool Producers within the Basin, which

continued throughout the ten-year period of 2000/01 through 2009/10,

1 declare under penalty of perjury under the laws of the State of California that the

foregoing is true and correct to the best of my knowledge.

Executed on October 21, 2015, at Rancho Cucamonga, California.

Sl =

DANIELLE D. MAURIZIO

03835000036\13274876.7
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SCOTT S. SLATER (State Bar No. 117317)
BRADLEY J. HERREMA (State Bar No. 228976)
BROWNSTEIN HYATT FARBER SCHRECK, LLP
1020 State Street

Santa Barbara, CA 93101-2706

Telephone: 805.963.7000

Facsimile: 805.965.4333

Attorneys for
CHINO BASIN WATERMASTER

SUPERIOR COURT OF THE STATE OF CALIFORNIA
FOR THE COUNTY OF SAN BERNARDINO

CHINO BASIN MUNICIPAL WATER Case No. RCV 51010
DISTRICT,
[Assigned for All Purposes to the Honorable
Plaintiff, STANFORD E. REICHERT]
V. DECLARATION OF PETER KAVOUNAS
IN SUPPORT OF MOTION REGARDING
CITY OF CHINO, et al., 2015 SAFE YIELD RESET AGREEMENT,
AMENDMENT OF RESTATED
Defendant. JUDGMENT, PARAGRAPH 6

Date: December 18, 2015
Time: 1:30 P.M.
Dept.: R-6

1, Peter Kavounas, declare:

1. I currently serve as the General Manager of the Chino Basin Watermaster
(“Watermaster”). I have served in this capacity since September 4, 2012. I have personal
knowledge of the facts stated in this declaration, except where stated on information and belief,
and if called as a witness, 1 could and would competently testify to them under oath.

2. As the General Manager of Watermaster, I am intimately familiar with actions

taken by the Pool Committees, Advisory Committee, and the Watermaster Board, and the
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directives to staff from the Board. My role as General Manager includes attending all Pool
Committee, Advisory Committee, and Watermaster Board meetings.

3. During my employment with Watermaster, I have overseen the work done by
Wildermuth Environmental, Inc. (WEI) in updating the Basin Model and the Safe Yield
recalculation process. To date, Watermaster has paid WEI approximately $1,125,000 for the
work undertaken in the creation of the Updated Basin Model and the Updated Basin Model’s
calculation of the Basin yield during this Safe Yield recalculation and reset process.

4. In order to obtain stakeholder input as to the Safe Yield reevaluation process and
peer review of the Updated Basin Model, Watermaster held numerous workshops and multiple
technical modeling review sessions specifically in regard to the update to the model. A model
recalibration workshop was held in November, 2012. Reports on the process have been regularly
presented at the regular meetings of the Pool Committees, Advisory Committee, and the
Watermaster Board.

5. At the request of the members of fhe Appropriative Pool, Watermaster facilitated
discussion sessions among the Parties. Watermaster staff and consultants additionally conducted
numerous meetings with smaller subsets of interested Parties.

7. WEI has indicated to Watermaster and the Parties that its Updated Basin Model
can competently, reasonably, and accurately perform the required basin yield recalculation arising
from the OBMP Implementation Plan and prior orders of this Court. There is no evidence of any
kind that has been presented to Watermaster that suggests that the Updated Basin Model
developed by Mr. Wildermuth under the direction of Watermaster is insufficient to perform the
evaluation described in the Reset Technical Memorandum. Experts hired by the Parties to review
the Updated Basin Model have indicated that it is a reliable tool for simulating the movement of
water within the Basin, and to my knowledge, no party contests that this is the case.

8. On July 10, 2014, the Appropriative Pool Committee took action to request that
Watermaster convene regular meetings, occurring twice each month, to allow the Pool members

to attempt to reach consensus as to the issues surrounding the redetermination and reset of the

Basin’s Safe Yield.
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0. On September 16, 2014, a Board workshop was held regarding the Safe Yield
redetermination and reset issues.

10.  In October and November of 2014, the Watermaster Parties, at the Pool
Committee, Advisory Committee and Watermaster Board meetings, discussed various approaches
to the determination and reset. In November, 2014, the Advisory Committee requested, and the
Watermaster Board adopted, the Advisory Committee’s recommendation that Watermaster
convene a facilitated process to identify and resolve all issues related to the successful completion
of the Safe Yield redetermination for consideration by the Poél Committees, Advisory Committee
and Watermaster Board in mid-2015.

11.  In December 2014, in response to a request by the Advisory Committee, the
Watermaster Board authorized Watermaster legal counsel to serve as the facilitator in the process.
I, and other Watermaster staff and consultants, including WEI, assisted legal counsel in its
facilitation role, and I have knowledge of the facilitation process’ outcome.

12. Inorder to protect the confidentiality of their discussions, as well as to preserve
Watermaster counsel’s ability to full and fairly represent Watermaster, a substantial number of
parties executed a Facilitation and Non-Disclosure Agreement (FANDA).

13.  The parties to the facilitation process met at least weekly and, in many cases,
multiple times per week, in an attempt to achieve consensus as to the Safe Yield reevaluation and
reset issues. In total, in addition to the many informal meetings and discussions that took place,
the group of parties met more than 30 times.

14, On May 27, 2015, all but one of the then active parties to the FANDA,
representing approximately ninety (90) percent of total production rights among them, reached a
non-binding agreement among their negotiating representatives on certain key principles
embodied in the Safe Yield Summary of Non-Binding Key Principles Derived from Facilitated
Process (“Key Principles™) and recommended that the parties continue to negotiate in good faith,
with the goal to reduce the Key Principles into a binding instrument for execution no later than

September 1, 2015.

15.  Upon the agreement of the parties to the Watermaster Judgment that had not been
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participating in the facilitation process, the Board directed Watermaster counsel to continue to
facilitate negotiations among the partics to the Key Principles, with the goal to reduce the Key
Principles into a binding instrument for execution no later than September 1, 2015. On August
26, 2015, agreement was reached as to a substantially complete draft of the 2015 Safe Yield Reset
Agreement.

16.  The 2015 Safe Yield Reset Agreement, its exhibits, and a draft of Resolution
2015-06 were presented to the Pool Committees for review and comment at their September
regular meetings. Resolution 2015-06 (“Resolution of Chino Basin Watermaster Regarding 2015
Safe Yield Reset Agreement™) was approved by the Advisory Committee its regular meeting on
September 17, 2015, As part of the Advisory Committee’s vote, the City of Chino voted “no.”
The Board adopted Resolution 2015-06 at its regular meeting on September 24, 2015,

17.  Attached hereto as Attachment “1” is the staff presentation, Resolution 2015-06:
Resolution of the Chino Basin Watermaster Regarding 2015 Safe Yield Reset Agreement, that was
given to the Board at its September 24, 2015 meeting. Attached hereto as Attachment “2” is the
Staff Report, Chino Basin Safe Yield Redetermination and Reset, that was included in the
September 24, 2015 Watermaster Board Meeting agenda.

18. As of the date of this declaration, three individual parties — the Agricultural Pool,
the Appropriative Pool, and Three Valleys Municipal Water District — have also approved and
executed the 2015 Safe Yield Reset Agreement.

19.  Based on their participation in the process described above, it is my belief that the
Parties to the Judgment have engaged in peer review of the Safe Yield evaluation and have an
understanding of implementation challenges in Watermaster accounting in light of a decline.

20.  Pursuant to the 2013 Amendment to the 2010 Recharge Master Plan Update
(“2013 RMPU Amendment”), presented to and approved by the Court in October 2013,
Watermaster has developed and is in the process of implementing a group of “yield
enhancement” projects. The composition of the suite of yield enhance projects has changed
somewhat since the Court’s October 2013 approval of the 2013 RMPU Amendment, and the

currenily contemplated suite of improvements is projected to result in an average of
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approximately 6,410 acre-feet of additional annual stormwater recharge to the Chino Basin.

21.  There may be members of the Appropriative Pool that, because of the projecied
future water demands within their systems and their existing supply portfolios, do not desire the
additional projected recharge associated with new stormwater projects. There are other parties
within the Appropriative Pool, particularly those with service areas in which there has been
substantial growth since the time of the 1978 entrance of the Judgment, that may desire to assume
the financial obligations of those parties in exchange for the potential net new recharge that is
projected to arise from the suite of projects.

22.  The City of Chino has expressed concerns regarding the Agreement, speaking at
Committee and Board meetings, as filed in its responsive pleading to Watermaster’s July 2015
Safe Yield Reset Status Report, and appearing at the Court’s August 21, 2015 hearing on the July
2015 Safe Yield Reset Status Report.

I declare under penalty of perjury under the laws of the State of California that the

foregoing is true and correct to the best of my knowledge.

Executed on October 22, 20135, at Rancho Cucamonga, California.

; L /(M v
PETER KAVOM —

03835000036\13274875.13
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CHINO BASIN WATERMASTER

9641 San Bemardino Road, Rancho Cucamonga, Ca 91730
Tel: 909.484.3888 Fax: 908.484.3890 www.cbwm.org

PETER KAVOUNAS, P.E.
General Manager

STAFF REPORT

DATE: September 24, 2015
TO: Board Members

SUBJECT: Chino Basin Safe Yield Redetermination and Reset

SUMMARY

Issue: A binding Agreement regarding the Safe Yield Reset is complete and the parties thereto
have requested that Watermaster endorse the Agreement and move the Court recommending its

approval.

Recommendation: Adopt Resolution 2015-06, endorsing the 2015 Safe Yield Reset Agreement
("Agreement”), and direct Legal Counsel o prepare and file moving papers recommending the

Agreement with the Court.

Financial Impact: Ii is possible that some of the commitments in the Agreement would result in
additional expenses in the future. As with all other Watermaster work, the effort will be estimated

and presented for approval at the time of future budget adoption.
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Future Consideration
Watermaster Board: September 24, 2015 Consider adeption of Resolution 2015-06

March 11, 2014 — Watermaster Board — Passed by majority vote to direct Watermaster legal counsel to prepare a status report
with the Court informing it of the process underway to accomplish the required recalculation of the Basin's Safe Yield, for
consideration by the Beard

April 8, 2014 — Watermaster Board ~ Passed by majority vote to approve the status report to the Court on the Safe Yield
recalculation with changes as reported by Mr. Kavounas

July 10, 2014 — Appropriative Pool — Reported out of confidential session: Vice-Chair Burton indicated that the Pocl would like to
make more progress on the Safe Yield recalculation process and would like Watermaster to hold special meetings every two weeks
on the first and third Thursday from 10 a.m. to 12 p.m. or immediately following the Advisory Committee meeting starting on August
7, 2014. This meeting will require that the Joint Projects meeting would need to shift to a new time.

September 25, 2014 — Watermaster Board — Unanimously moved to agendize for the October 23, 2014 Watermaster Board
meeting to discuss submitting to the Court a Safe Yield number of 135,000 AF and process the same through the Pools, Advisory
and Board meetings in November 2014.

October 9, 2014 — Appropriative Pool — Reported out of confidential session: 1. In light of Watermaster's proposal today, the Pool
wishes to cancel the Safe Yield Recalculation and Related Matters meeting next Thursday, and in its place, the Pool would like to
hold a special meeting next Thursday, October 16, 2014 at 10:00 a.m. to discuss the Safe Yield Recalculation and reset. 2. The
Pool will provide Watermaster with a Safe Yield reset proposal prior to the October 23, 2014 Board meeting.

October 9, 2014 — Agricultural Pool ~ Unanimously moved to approve the following Motion: The Overlying Agricultural Pool (Ag
Pool) is unable to support the Watermaster staff's proposal regarding the proposed motion on the safe yield recalculation presented
during the October 9, 2014 Ag Pool meeting. The Ag Pool has studied all available data and information provided by the
Watermaster regarding the safe yield in the Chino Basin. As a result, the Ag Pool is informing Watermaster staff that the only safe
yield recalculation that is legally and factually supportable would be one that follows the existing Watermaster Rules and
Regulations. To wit, the recalculation of the Safe Yield "shall be recalculated in year 2010/11 based upon data from the ten-year
period 2000/01 to 2009/10." The Ag Pool supports a Safe Yield recalculation of 130,500 AFY retroactive to 2010/11.

October 23, 2014 — Watermaster Board — Passed by majority vote to approve setting the Safe Yield at 130,000 AFY with an
effective date of 2010/2011 using the 2001—2010 base period consistent with the Rules and Regulations, and for staff to prepare a
report with its recommendations to be presented at next Pools, Advisory Committee and Board meetings for a vote.

November 13, 2014 — Appropriative Pool —~ The following was reported after Confidential Session: The Appropriative Pool
withdraws its Safe Yield Reset proposal. The AP recommends the AC to direct CBWM to revise the draft motion, with assistance
from the parties and pools' counsels, into a progress report that provides the bases for the different Safe Yield Reset options that
have been developed, with a suggested schedule for resolution. Such progress report would be subject to approval through the
Watermaster committee advisory process. The AP directs the AP Chair and LC immediately to approach the Agricultural Pool to
seek resolution of the competing approaches, and bring such resoluticn to the AC.

November 13, 2014 — Non-Agricultural Pool — The following was reported after Confidential Session: The Non-Agricultural Pool
does not support either the Watermaster Board-directed pleading or the Appropriative Pool proposal. The Nen-Agricultural Pool
does support the April 30, 2015 deadline as a timeframe by which the parties can find a middle ground.

November 13, 2014 — Agricultural Pool = Voted unanimously to support the pleading prepared by staff, with modifications that
were presented by Watermaster's Legal Counsel

November 20, 2014 — Advisory Committee — Passed by 94% volume vote to approve the following: Instead of filing a motion or
status report to the Court at this time, Watermaster shall immediately start a facilitated process to identify and resolve all issues
related to the successful completion of the Safe Yield reset by April 1, 2015 for Pool, Advisory and Board action in May 2015. The
Safe Yield shall be filed to the Court no later than May 29, 2015, Watermaster shall start a mediaticn selection process and the
mediator shall be selected no later than December 12, 2014. In the event the Parties cannot reach an agreement on the Safe Yield
reset, Watermaster shall implement the reset consistent with the agreements and that process would start in April 2015 and will go
through Pool, Advisory and Board approval to be submitted to the Court in May 2015. The City of Chino and San Antonic Water
Company voted against.

November 25, 2014 — Watermaster Board - Unanimously moved to adopt the Advisory Committee’s recommendation with
clarifications as shown herein; moved to approve that no motion or status report shall be filed with the Court yet; Watermaster
Parties shall immediately start a facilitated process to identify and resolve all issues related to the successful completion of the Safe
Yield reset by April 1, 2015 for Pools, Advisory and Board action in May 2015. The Safe Yield shall be filed with the Court no later
than May 29, 2015. The Parties shall start a mediation selection process and select a mediator by 5pm December 11, 2014 through
the Advisory Committee; there will be a Watermaster Board meeting on December 12, 2014 to either ratify the Advisory Committee
selection or, in case the Advisory Committee is unable to agree on a mediator, to select a mediator for this process. In the event the
Parties cannot reach an agreement on the Safe Yield reset, Watermaster shall implement the reset consistent with the agreements
and that process would start in April 2015 and go through Pools, Advisory and Board for discussion in April so it can go to the Board
for action in May 2015,

December 11, 2014 — Special Appropriative Pool — The following was reported after Confidential Session by unanimous vote of
the Pool: Consistent with its December 9, 2014 letter, the Appropriative Pool reaffirms the selection of Scott Slater as the facilitator
of the Safe Yield process. The Appropriative Pool requests Watermaster fo initiate the process by gathering the goals and
objectives from Parties so that we can begin the facilitated process meetings in January 2015. The Appropriative Pool will work
collaboratively with the overlying pocls to identify one or more potential mediators, if necessary, by the end of January 2015,
December 11, 2014 — Special Agricultural Pool — The following was reported after Confidential Session: Consistent with the
direction given by the Watermaster Board in the November 2014 meeting, the Agricultural Pool recommends Scott Slater to act as
mediator in the Safe Yield Recalculation process.
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December 11, 2014 — Special Advisory Committee — Pass by 75% volume vote to approve the following: Consistent with the
Appropriative Pool's December 9, 2014 letter, the Advisory Committee supports the selection of Scott Slater as the facilitator of the
Safe Yield process. The Advisory Committee requasts Watermaster to initiate the process by gathering the goals and objectives
from Parties sc that we can begin the facilitated process meetings in January 2015. The Pools will work coliaboratively to identify
one or more potential mediators, if necessary, by the end of January 2015. The Agricultural Pool and Non-Agricultural voted
against, ‘

December 12, 2014 - Special Watermaster Board - Unanimously moved to select the Advisory Commitiea’s nomination of Scott
Slater as the mediator for the Safe Yield recalculation process.

January 8, 2015 — Appropriative Pool — Reported out of confidential session: The AP is going to form an ad hoc committee to
assist in the the Safe Yield Recaiculation and Reset process and members are as follows: Rosemary Hoerning, Darron Poulsen,
Todd Corbin, and Ron Craig. Chair Hoerning further reported that direction was given to the AP's legal counsel.

January 22, 2015 ~ Special Appropriative Pool - Report out of confidential session: The Appropriative Pool took action
authorizing its legal counse! to make a statement at the January 22, 2015 annual Watermaster Board meeting that it will
communicate with the Agricuitural Pool regarding the drafi non-disclosure agreement while the Appropriative Pool continues to
difigently internally work towards resolving the issues,

January 29, 2015 - Watermaster Board ~ Unanimously moved to approve the Safe Yield Recalculation and Reset Facilitaticn and
Non-Disclosure Agreement and to authorize Watermaster's Chair and Legal Counsel to sign the agreement.

March 12, 2015 —~ Appropriative Pool — Report out of closed sessicn: The Appropriative Pool took action to increase its Legal
Services budget to $140,000 and that the cost sharing associated with the entire budget would he based on 50% production and
50% OSY.

March 26, 2015 — Watermaster Board — Unanimously moved {o suspend the April 1, 2015 deadline referenced in the November
2014 Board moticen until the April 2015 Board meeting; and for the Board to have a special meeting, open to all stakeholders, during
the second week of April 2015 with a time and date that is to be determined.

April 28, 2015 — Watermaster Board -~ Recommand by majority vole to approve an extension fo the May 28, 2015 Board meeting
where there will be a substantial consensus on a set of key principles for pubiication at the May 2015 Board meeting.

May 28, 2015 — Watermaster Board ~ Moved to direct staff and counsel to prepare a status report to the Court for consideration by
the Board at its regular meeting on June 25, 2015. Direct staff and counsel o commence coordinating drafting of a binding
agreement based orn FANDA Key Principles unless either the Agricultural or Non-Agricultural Pool express concerns with the
Principles by close of business on June 12, 2015. If necessary, the Board wili convene a special meeting on June 15, 2015 to
evaluate concerns and take appropriate action.

June 11, 2015 - Appropriative Pocl — Recommended by majority vote that WM move forward with the amended language on the
Key Principles which incorporates Agricultural and Non-Agriculiural Pool comments. The City of Chino and San Antonic Water
Company voted against the motion.

June 11, 2015 —~ Non-Agricultural Pool — Unanimously voted to support the Safe Yield Key Principles document, and direct the
Pool representatives to support at the Advisory Committee and Board meetings subject to changes which they deem appropriate
with the following caveats; [1] Paragraph 4 — Storage Management Plan: The Pool recommends that issues related to this item be
scoped by December 31, 2015 including 2 cost estimate and that the Storage Management Plan process is completed no later than
June 30, 2016; and [2] The Pool would like the FANDA expenses be reallocated to participants only; any costs aliocated to the NAP
should be credited.

June 11, 2015 - Agricultural Pool — Unanimously approved the amended Safe Yield Reset Key Principles document approved by
the Appropriative Pool.

June 18, 2015 - Advisory Committee — Information only

June 25, 2015 — Watermaster Board - Unanimously moved to approve filing the status report in substantial conformity and attach
the Tech Memo as a draft with a draft stamp, allow the parties to suggest any revisions on July g, 2015, and file the status report
with the Court on July 10, 2015.

August 27, 2015 - Watermaster Board — Direct Legal Counsel and staff to seek advice and counsel from the Commiitees on the
2015 Safe Yield Reset Agreement, and to return fo the Board in September so that the Board may take action in order to file with
the Court by the planned date of October 1, 2015

September 10, 2015 — Appropriative Pool — no action

September 10, 2015 ~ Non Agricultural Pool — no action

September 15, 2015 — Agricultural Pool — Unanimously moved to support the Advisory Committee’s recommendation that the
Board adopt Resolution 2015-06

September 15, 2015 — Special Non Agricultural Pool — Unanimously adopted a Nen Agricultural Pool resclution regarding the
2015 Safe Yield Reset Agreement

September 17, 2015 — Special Appropiiative Pool — Majority vote to recommend Board's adoption of Resclution 2015-06. City of
Chino voted against the motion, Jurupa GSD and SAWGe abstained.

September 17, 20156 ~ Advisory Committee — Majority vote to recemmend Board's adopticn of Resolution 2015-06. City of Chino
voted against the motion. Jurupa CSD and SAWCo abstained.
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BACKGROUND

The Ghino Basin Watermaster was appointed pursuant to the Judgment in Chino Basin Municipal Water
District v. City of Chino (San Bernardino Superior Court Case No. 51010} to administer and enforce the
provisions of the Judgment and any subsequent instructions and orders of the Court. The Judgment was
entered in 1978 and set the initial Safe Yield of the Chino Basin at 140,000 acre-feet per year (AFY), but
reserved continuing jurisdiction to the Court to amend the Judgment to redetermine the Safe Yield after
the first ten years of operation of the Judgment's Physical Solution.

ih 2000, the Parties to the Judgment executed the Peace Agreement, and agreed to Watermaster's
adoption of the Optimum Basin Management Program Implementation Plan (OBMP Implementation
Plan}, and the Couri, through its July 13, 2000 Order, ordered Watermaster to proceed in a manner
consistent with the Peace Agreement and the OBMP Implementation Plan. Elements 8 and 9 of the
CBMP Implementation Plan acknowledged the need for obfaining better production data through
metering of all non-axempt production within the Basin and provided for Watermaster's redeterminaticn
and reset of the Basin's Safe Yield in year 2010/11 using production data derived from metering of
agricultural Producers within the Basin during the ten-year pericd of 2000/01 through 2009/10. Section
8.5 of Watermaster's Rules and Regulations, approved by the Court in 2001, provides for the same.

Watermaster oversaw the instaliaticn of metering devices and collected production data from all non-
exempt Producers within the Basin during the ten-year period of 2000/01 through 2009/10. Thereafter,
Watermaster updated its hydrologic model to undertake a long-term hydrologic assessment of Basin
conditions incorporating the newly obtained Production data.

in 2000, the Court ordered Watermaster and the Parties to the Judgment to expand Desalter capacity in
the southwest portion of the Basin hy 20 MGD to protect against a decline in Safe Yield and improve
water qualily, expressly reserving the question of how “Future Desalter” (additional desalfing) capacity
would be addressed. In 2007, the Parties fo the Judgment entered into the Peace I Agreement which,
among other commitments (hereinafter Peace 1t Measures), set forth the parties’ respective rights and
responsibilities for constructing 10 MGD of additional desalting capacity in furtherance of the OBMP
Implementation Plan and in full satisfaction of the Parties’ Future Desalters obiigations. The Court
ordered Watermaster to proceed as provided in the Peace Il Measures and Watermaster and the Parties
have designed, financed and complied with the Court's direction by constructing an additional 10 MGD of
expanded Desalter capacity. The Chino Basin Desalter Authority and its members oversaw the
expansion and the Court approved the plan in 2010. Despite the constructicn of the Desalfers and the
implementation of the Peace 1 Measures, the evaluation of available production data, long-term
hydrology, and prevailing cultural condifions indicated that there may have been a decline in Safe Yield.

Watermastier has used the updated hydrologic model ("Updated Basin Model”) and assisted the parties to
reach agreement cn the reguired Safe Yield redetermination and associated interpretation of the Peace
and Peace |l agreement provisions that are invelved in a change of Safe Yield.

DISCUSSION

Watermaster Process

Over a four-year period ending in early 2013, the Updated Basin Model was designed, funded,
constructed, and calibrated, at a cost of over $1 million. Watermaster held the initial Safe Yield workshop
in July 2013 and since then Watermaster held numercus additional workshops, multiple i{echnical
modeling review sessions specifically in regard to the Updated Basin Model and to allow opportunity for
peer review. Between summer 2013 and November of 2014, Watermaster held workshops and technical
modeling review sessions specifically in regard to the Updated Basin Medel and Watermaster staff and
consultants conducted numercus meetings with smaller subsets of interested Parties.
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Throughout summer and fall of 2014, Watermaster held meetings and discussions among stakeholders
regarding the reguired Safe Yield reset and shared data and information, received input on Safe Yield
reset and other related subjects that were of concern 1o the stakeholders that would result from the Safe
Yield being reset at less than 140,000 AFY. On July 10, 2014, the Appropriative Pool Committee took
action to request that Watermaster convene regular meetings, occurring twice each month, {o allow the

Pool members to attempt to reach consensus as to the issues surrounding the redetermination and reset
of the Basin’s Safe Yield.

On September 16, 2014, a Board workshop was held regarding the Safe Yieid redetermination and reset
issues;

In November, 2014, the Advisory Committee requesied, and the Watermaster Board adopted the
Adviscry Commitiee's recommendation that Watermaster convene a facilitated process to identify and
resolve all issues related io the successful completion of the Safe Yield redetermination for consideration
by the Pool Committees, Advisory Committee and Watermaster Board in mid-2015. In December 2014,
in response to a request by the Advisory Committee, the Watermaster Board autharized Watermaster
legal counsei to serve as the facilitator in the process. A Facilitation and Non-Disclosure Agreement
(FANDA) was executed by a substantial number of stakeholders. '

The parties to the facilitation process met at least weekly and, in many cases, multiple times per week, in
an attempt to achieve consensus as to the Safe Yield redetermination and reset issues, with the group
meeting more than 30 times in all. On May 27, 2015, all but one of the then active parties to the FANDA,
representing approximately ninety (90) percent of total production rights among them, reached a non-
binding agreement among their negotiating representatives on certain key principles embodied in the
Safe Yield Summary of Non-Binding Key Principles Derived from Facilitated Process ("Key Principles”)
and recommended that the parties continue to negotiate in good faith, with the goal to reduce the Key
Principles into a binding instrument for execution no later than September 1, 2015, No binding
commitment was made by any stakeholder and the discussions are protected by Evidence Code Section
1152 (Settlement Privilege) and the FANDA.

On August 27, 2015, Watermaster Counsel presented a proposed Draft 2015 Safe Yield Reset
Agreement to the Beard, and the Board referred the Agreement fo the Pool Committees, the Advisory
Commitiee, and the parties to the Judgment and their decision-making entities for censideration and
approval,

Resolution 2015-06
The effect of the 2015 Safe Yield Reset Agreement is conditioned upon Watermaster's adoption of
Resolution 2015-06. Pursuant to Resolution 2015-08, based upon the information contained in this Siaff

Report and the evidence that will be presented at the September 24, 2015 Board meeting, the
Watermaster Board would make the following findings:

1. At the request, and with the consent, of the parties thereto, the advice and counsel of the
three Pools and the Advisory Committee, the 2015 Safe Yield Reset Agreement,
aftached hereto as Exhibit "A”, will provide more efficient administration of the Judgment
through:

a. The reset of the Safe Yield, inclusive of a methodolegy that is consistent with prudent
professional practice, the OBMP Implementation Plan (as amended), the Physical

Solution, and the Judgment, as set forth in the Agreement's Reset Technical
Memorandum (Exhibit "A” thereto);

b. An amendment of the Restated Judgment fo reset the Basin's Safe Yield to 135,000
AFY, effective 2010/11, consistent with the Proposed Order attached hereto as
Exhibit “B";
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¢. Resolution and compromise of competing claims and interpretation of existing
agreements and court orders, Watermaster's accounting, among members of the
Approgpriative Pool, for Basin stormwater and Desalter-induced recharge under future
conditions, including but not limited to a decline in Safe Yield;

d. The amendment of the current Couri-approved schedule accounting for Desalter-

induced recharge and access to Re-Operation water, consistent with Exhibit “C”
hereto: and

e. Measures intended to preserve the parties to the Judgment's respective rights fo
storage while ensuring withdrawals of groundwater from authorized storage accounts
within the Basin do not cause a precipitous drop in water levels, are safe,
sustainable, and will not cause Material Physical Injury or undesirable resulis.

2. The Reset Technicai Memorandum, an evaluation of long-term hydrology using the
metered agricultural production data from 2002-present, the cultural conditions affecting
the Safe Yield, and the risk of undesirable resulis support the reset of the Safe Yield of
the Basin to 135,000 AFY, having declined from 140,000 AFY;

3. - The reset of the Safe Yield pursuant to the 2015 Safe Yield Reset Agreement is
consistent with Article X, section 2 of the California Constitution the Judgment, the Court-
Approved Management Agreements, and prudent professional standards;

4, The accounting for recharge pursuant to the 2015 Safe Yield Reset Agreement is
appropriate and consistent with the Court-approved management agreements to enable
a fair, balanced and efficient administration of the Judgment as requested by the parties
thereto, the Pools and the Advisory Commitiee;

5, The amendment of the cutrent Court-approved schedule accounting for Desalter-induced
recharge and access to Re-Operation water is appropriate and in furtherance of the
Judgment, the Court-Approved Management Agreements;

6. Using methodology consistent with prudent professional standards, short term actual
measured net recharge during 2000-2014 was less than total rights allocated to the
Parties to the Judgment to produce groundwater without incurring a replenishment
assessment over the period 2000-2014 by a quantity potentially as high as 130,000 AF
but nevertheless only a 23,000 AF actual depletion from sterage occurred.

7. During the period 2000-2014 there has been an increase of more than 200% in non-
Supplemental Water storage accounts and, therefore, the Safe Storage Management, as
provided for in the 2015 Safe Yield Reset Agreement, is an appropriate mechanism fo
ensure withdrawals of groundwater from authorized storage accounts within the Basin
are safe, sustainable, and will not cause Material Physical injury or undesirable results.

8. Using methodology consistent with prudent professional standards, it is estimated that
since the early 1900s, more than 2.1 million AF was withdrawn from the Basin in excess
of recharge to the Basin.

9. The establishment of the Safe Storage Reserve does nof unreasonably restrict the
withdrawal of water from storage accounts because: (i) the Safe Storage Reserve is
130,000 AF and present quantities of water in storage are in excess of 350,000 AF; (ii) it
is highly unlikely that the Parties to the Judgment could physically pump enough
groundwater from the Basin o reach the cumulative trigger of 150,000 AF in [ess than
five (5) years, given current infrastructure; (jii) the Appropriative Pooi has commiited to
exercise Best Efforts to prepare a Storage Management Plan within two (2) years of the
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effective date of the 2015 Safe Yield Resei Agreement and no reserve guantities are
under discussion; (iv) even if the Safe Storage Reserve of 130,000 AF were
implemented, access to stored water therein is available for emergencies and Desalter

replenishment; and (v) Watermaster has the authority under the Judgment to manage all
storage within the Basin;

Based upon the evidence before it and these findings, through Resolution 2015-06, the Board would
resolve that:

1. Watermaster endorses the 2015 Safe Yield Reset Agreement as consisten{ with Article
X, section 2 of the California Constitution, the Judgment, and the Court-Approved
Management Agreements.

2. Consistent with the Proposed Order, Watermaster will comply with the provisions of the

2015 Safe Yield Reset Agreement.

3. In adopting this Resolution and by its agreement to implement the 2015 Safe Yield Reset
Agreement, Watermaster is not commitiing to carry out any project within the meaning of
CEQA, unless and until CEQA compliance has been demonstrated for any such project.

4, The Watermaster Board wilt transmit this Resolution 2015-06, the 2015 Safe Yield Reset
Agreement, and the referenced Attachments to the Court, and, in accordance with the
requests by the parties thereto, the advice and counsel of the Pools, and the Advisory
Committee, Watermaster recommends that the Court approve the proposad Judgment
Amendment and to further order that Watermaster proceed to further comply with the
2015 Safe Yield Reset Agreement.

5. The Waiermaster Board directs Watermaster legal counsel to prepare and file a motion
with the Court pursuant to paragraph 4, ahove.

Agreement Overview

The Agreement, generally, includes the agreements of the parties thereto in three main areas: the reset
of the Basin's Safe Yield pursuant to the OBMP Implementation Plan and Rules and Reguiations, the
manner in which Watermaster should account for various componenis of the recharge to the Basin in
impiementing the parties’ prior agreements and the Court's prior orders, and the establishment of Safe
Storage Management Measures, intended to ensure that withdrawals of groundwater from authorized
storage accounts within the Basin are safe, sustainable, and wiil not cause Material Physical Injury or
undesirable results. As described in the Agreement, the parties’ agreements in these areas are intended
to address questions that have arisen concerning the interpretation and implementation of the Judgment
and the further agreements and orders thereunder, and to settle the parties’ disputes and compromise
their claims in those areas. (Agreement, §7.1.)

Safe Yield Reset

Using the Updated Basin Model and the methodelogy described in the Reset Technical Memorandum
(Exhibit "A” to the Agreement), the Safe Yield for the 2010/2011-2019/2020 time period identified in the
OBMP Implementation Plan and Watermaster's Rules and Regulations is approximately 135,000 afy. Mr.
Wildermuth's Updated Basin Model has heen calibrated with a high degree of confidence, and has been
peer reviewed by representatives of the parties to the Judgment. The methodclogy described in the
Reset Technical Memorandum is consisient with the Judgment, OBMP implementation Plan and the
Court's prior orders, Specifically, the Updated Basin Model has incorporated data from the 2000/2001-
2008/2010 period, along with long-term hydrology from 1921 to the date of the reset evaluation. Based
on his vast experience in the fited of groundwater hydrology and his many years of experience in the

Chino Basin, Mr. Wildermuth believes the approach to be a prudent and reasonable professional
methodology.
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Paragraphs 4.2 through 4.7 of the Agreement describe with further detail, beyond that included in
Elements 8 and 9 of the OBMP Implementation Plan, the manner in which subsequent Safe Yield
evaluations and reseis would take place. Specifically, they provide that the methodology utilized for the
evaluation of the Safe Yield would be ufilized for subsequent evaluations of the Safe Yield, (Agreement,
4.4), for the annual data collection and evaluation and Basin Model updates that Watermaster will
undertake in order to allow its consultants to conduct necessary Safe Yield Evaluations (Agreement, T
4.5, 4.6), and for a peer review process of this work (Agreement, §j 4.7). Further, the Agreement provides
an agreed upon timeframe for Watermaster's initiation of the process for the necessary reset that will be
effective on July 1, 2020 (Agreement, § 4.2), and the parties’ agreement that the Safe Yield may be reset
other than on the existing decennial schedule, if, in the exercise of prudent management discretion,
Watermaster recommends to the Court that a change in the Safe Yield of greater than 2.5% of the then-
existing Safe Yield is necessary (Agreement, 1 4.3.) The parties’ agreement as to these Basin protection
measures provides them, having gone through an initial Safe Yield reset process, with greater certainty
as to the manner in which Safe Yield evaluations and reset processes will take place in the future.

Paragraph 4.8 of the Agreement provides that, notwithstanding that the Safe Yield reset is effective as of
July 1, 2010, Watermaster shall not seek to change its prior allocation of Safe Yield and Operating Safe
Yield during productions years 2010/114, 2011/12, 2012/13 and 2013/14. (Agreement, § 4.8.) Based on
the change in Safe Yield from 140,000 afy to 135,000 afy, the discrepancy in ailocation for those four
production years is 5,000 afy. The Basin protection measures to which the parties have agreed
(Agreement, 1 6.2, 6.3) will ensure that the Basin is not harmed by extractions of this quantity of water.

Watermaster Accounting

As described above, in addition to the Judgment, the parties are party to agreements {e.g., Peace
Agreement, Peace |l Agreement) pursuant to which Watermaster allocates and accounts for recharge to
the Basin in the manners prescribed therein. As this is the first reevaluation and reset of the Safe Yield
since the entrance of the Judgment in 1978, during the process of Watermaster's presentation of the
Updated Basin Model and Watermaster's consultant’s evaluation of the Safe Yield, questions arose
among the parties as to the manner in which the Judgment and the further agreements and the Court's
orders, including in regard to the manner in which Watermaster must allocate and account for various
components of the recharge to the Basin. Article 5 of the Agreement includes the parties’ resolution of
differing interprefations of the effect of their prior agreements.

Paragraph 5.1 of the Agreement includes the parties’ agreement as fo the allocation and accounting for
stormwater recharge to the Basin during the term of the Peace Agreement. Specifically, the parties have
confirmed Watermaster's prior allocation of stormwater recharge, and resolved among themseives the
manner in which Watermaster will allocate stormwater recharge for future stormwater recharge projects —
including prior to and after subsequent resets of the Safe Yield. (Agreement, {f 5.1(a), 5.1(b}.)
Paragraph 5.1(c) of the Agreement describes the agreement by the members of the Appropriative Pool as
to how they will allocate Participation Shares in future stormwater projects, including their agreement as
to how those Participation Shares may be availabie within the Appropriative Pool if some members of the
Appropriative Pool may not wish to participate in those projects. Watermaster has no responsibility under
this paragraph other than to account for stormwater recharge — a component of the Basin's Safe Yield —
in the manner in which the parties have agreed.

Paragraph 5.2 of the Agreement includes the parties’ agreement as to the allocation and accounting for
recharge to the Basin that has been induced by the operation of the Desaiters (“Desalter-Induced
Recharge”). The paragraph confirms the parties’ agreement to Watermaster's prior accounting for
Desalter-induced Recharge and contains their agreement as to the measurement of the quantity of
Desalter-Induced Recharge that, pursuant to paragraph 7.1 of the Peace Il Agreement, is allocated to
offset Desalter production. The parties additionally have agreed as to the manner in which the effect of
the allocation of Desalter-lnduced Recharge on the allocable Safe Yield — including the availability of
unproduced Overlying (Agricultural) Pool water rights for reallocation to the members of the Appropriative
Pool. {See Restated Judgment, Exhibit “H", 10.), Paragraph 5.2(c) provides that the parties’ agreement
as to Desalter-induced Recharge is fimited o the term of the Peacs 1] Agreement and that the during any
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Peace Agreement extension term, the treatment of Desalter-induced Recharge wili be subject to the
negotiation of a new and separate agreement among the Parties to the Judgment.

Paragraph 5.3 of the Agreement confirms the parties’ understanding that at the expiration of the Peace i
Agreement, the agreements made among them through the Peace |l Agreement and in connection with
the Court-ordered conditions subsequent thereto, will expire. These specifically include the Peace Il
provisions relating to the distribution of surplus (unpumped) water by the Agricultural Pool requiring that
claims for the Early Transfer of 32,800 AFY and for Land Use Conversion be treated equally, inctuding (i)
the amendment fo Section 6.3(c) of Watermaster's Rules and Regulations, pursuant fo the Peace li
measures, and (i) Section 111.(8} of the October 8, 2010 Order Approving Watermaster's Compliance with
Condition Subsequent Number Eight and Approving Procedures to be used to Allocate Surplus
Agricuitural Pool Water in the Event of a Decline in Safe Yield. The parties additionally confirm their
understanding that in any Peace Agreement extension term, the previcus changes to Restated Judgment,
Exhibit "H”, Paragraph 10(b)(3)() effectuated by Paragraph 4.4(c) of the Peace Agreement, which, to the
extent sufficient unallocated Safe Yield from the Agricultural Pool is available for conversion claims,
allocate 2.0 acre-feet of unallocated Safe Yield water for each converted acre, shall remain in effect.

Finally, as shown in Exhibit “C” {o Resolution 2015-06, during the 2015 drafting process the pariies
agreed to propose an amendment of the Couri-approved schedule for access to Re-operation, which is
attached to Resolution 2015-08. The revised schedule would reallocate, among the original Desalters
and the Desalter Expansion, the availabiiity of Re-Operation water, to ensure that, consistent with the
expectations of the Desalter parties at the time of Peace II, the total quantity of Re-Operation Water will
be utilized during the term of the Peace ll Agreement (by 2030). The schedule also includes an
immediate Desalter offset obligation, increasing gradually until the Re-Operation water is gone, which has

the effect of easing into Desalter Replenishment and avoiding the shock associated with a large initial
obligation.

As a resolution of their sometimes differing interpretations, the accounting for recharge pursuant to the
2015 Safe Yield Reset Agreement is appropriate and consistent with the parties’ prior agreements and
the Court's prior orders, and will enable a fair, balanced and efficient administration of the Judgment and
the prior agreements and orders. The amendment of the current Court-approved schedule accounting for
Desalter-induced recharge and access to Re-Operation water is also appropriate and in furtherance of
the Judgment, and the prior agreements and Court orders, as it ensures that the purpose of the Re-
Operation water will be served and allows the parties, per their desire, to begin to fulfill their Desalter
Replenishment obligation gradually, but with certainty for their water supply planning purposes.

Safe Storage Management Measures

Article 6 of the Agreement contains the parties’ agreement as to storage management measures that will
ensure that withdrawals of groundwater from authorized storage accounts within the Basin are safe,
sustainable, and will not cause Material Physical Injury or undesirabie results. (Agreement, 1 6.1)

Paragraph 8.2 establishes a Safe Storage Reserve comprising 130,000 acre-feet of the water in the non-
Supplemental Water storage accounts of the members of the Appropriative Pool. Of that volume, 100,000
acre-feet may be accessed in case of emergency’, subject o replenishment of the quantity withdrawn
within three years. The remaining 30,000 acre-feet may be used for Desalter Replenishment — without
replenishment of the Reserve — after 2024, The Reserve guantity is allocated among the members of the
Appropriative Pool, pro rata, based on their existing storage accounts, as illustrated in Exhibit C to the
Agreement. The members of the Appropriative Pool are not restricted in their transactions and
withdrawals, including in having to ensure that their proportional quantitates of the Reserve are resident in
storage, unless and untif the total quantity of qualifying water in storage reaches 150,000 acre-feet.

' For the purposes of paragraph 6.2, an emergency exists upon a finding by the member of the
Appropriative Pool that the ordinary demands and requirements of its customers cannot be satisfied by its
other supplies such that, without access to this water, it would have insufficient supplies for human
consumption, sanitation, and fire protection.
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(Agreement, 11 8.2(b)(i)).) Watermaster will provide notice if the balance reaches 150,000 acre-feet, and
will annually report to the parties the non-Supplemental Water stored water accounts balance, as an
advance reminder of the restricted access to the Safe Storage Reserve.

Using methodology consistent with prudent professional standards, Watermaster's hydrologic consultant
estimates that since the early 1900s, more than 2.1 million AF was withdrawn from the Basin in excess of
recharge to the Basin, and that short term actual measured net recharge during 2000-2014 was less than
total rights allocated to the Parties to the Judgment to produce groundwater without incurring a
replenishment assessment over the period 2000-2014 by a quantity potentially as high as 130,000 AF,
thought during that fime only a 23,000 AF actual depletion from storage occurred.

The volume in the stored water accounts of members of the Approptiative Pool, including Suppiementat
Water, is approximately 356,000 as of June 30, 2014. The volume of water, excluding Supplemental
Water, is approximately at 231,000 acre-feet as of June 30, 2014. During the period 2000-2014 there
was an increase of more than 200% in non-Supplemental Water storage accounts.

The Safe Storage Reserve remains in effect until the parties develop a Storage Management Plan, and
the parties’ ability to make applications for recharge, storage, and recovery remains unaffected. The
Agreement provides that the parties will exercise Best Efforts to develop a Storage Management Plan
within 24 months, and that the Pian must be approved by all three Pools.

Given the prior depietion of storage, the over-arching conditions of drought emergency now prevailing
within the State, and the desire to protect against Material Physical Injury or undesirable results, the Safe
Storage Management Measures, including the Safe Storage Reserve, are an appropriate mechanism to
ensure withdrawals of groundwater from authorized storage accounts within the Basin are safe and
sustainable. As described in the Safe Storage Management Technical Memorandum, attached to the
Agreement as Exhibit E, while it is not likely that a reducticn in non-supplemental stored water balance to
or below 150,000 acre-feet could occur in the near term, that the Safe Storage Management Measures,
which combined with Watermaster's existing authorities and obligaticns to manage the Basin's storage
capacity, would ensure that no undesirable results or Material Physical Injury result from the withdrawal of
water from storage accounts in the Basin.

As described above, and based on the technical analysis presented in the Safe Storage Management
Technical Memorandum, staff believes the Board may properly find that he establishment of the Safe
Storage Reserve does not unreasonably restrict the withdrawal of water from storage accounts because:
(i} the Safe Storage Reserve is 130,000 AF and present quantities of water in storage are in excess of
350,000 AF; (i} it is highly unlikely that the Parties to the Judgment could physically pump enough
groundwater from the Basin to reach the cumulative trigger of 160,000 AF in less than five (5) years,
given current infrastructure; (iii) the Appropriative Pool has committed to exercise Best Efforts o prepare
a Storage Management Plan within two (2) years of the effective date of the 2015 Safe Yield Reset
Agreement and no reserve quantities are under discussion; (iv) even if the Safe Storage Reserve of
130,000 AF were implemented, access to stored water therein is available for emergencies and Desaiter

replenishment; and (v) Watermaster has the authority under the Judgment to manage all storage within
the Basin.

Additionally, in regard to storage, the Agreement identifies that storage losses, upon the achievement of
Hydraulic Controf, wifl be 0.07%. The current storage loss rate is 2% and Peace 1 contemplates that the
loss rate will be lower, 1% or less, after Hydraulic Control is achieved. As part of the overall modeling
associated with the reset the Safe Yield, the post-Hydraulic Control loss rate has been determined and
included in the agreement. A separate Technical Memorandum (Exhibii D to the Agreement) contains the
analysis and recommendation by WET for the revised loss rate.

The City of Chino’s Expressed Concerns

The City of Chino has expressed concerns regarding the Agreement, speaking at Committee and Board
meetings and as filed in its responsive pleading to Watermaster's June 2015 Safe Yield Reset Status
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Report. The members of the Pools and the Adviscry Committee have not supported the City’s requests
for modification fo the Key Principles or the Agreement. Watermaster is unaware of any party to the
Judgment other than the City of Chino that objects to the Agreement.

Evaluation of the City's previously expressed concems is set forth below.

Procedures

The City has stated that Watermaster's participation in the preparation of the Agreement was
inappropriate, because it has assumed the role of arguing on behalf of certain parties and against Chino,
violating its obligation to remain neutrai and not take sides on behalf of certain parties.

As the facilitator, Watermaster's counsel and staff strived to serve in a facilitation role pursuant to the
request and direction of the parties to the FANDA process. Without disclosing the confidences of the
facilitation, the facilitator's role was not to advocate for or against any of the provisions of the Agreement,
but to assist the parties in reaching agreement and, o the extent possible, consensus. The proposed
resolution is an endorsement of the Agreement as ceonsistent with Article X, section 2 of the California
Constitution, the Judgment, and the court-approved Management Agreements. -

Watermaster is nof a signatory fo the court-approved management agreements (binding among the
parties thereto. Watermaster administers the agreements as ordered by the Court. Watermaster
accepts, acknowledges and understands that its continued administration of the agreements and the
Agreement will require a further order of the Court.

Desalter-induced Recharge

The City of Chino has stated that Watermaster should be prohibited from advancing or approving the
provisions of the Agreement pertaining to Watermaster's accounting for Desalter-induced Recharge
because Watermaster could not do so while complying with its obligation to proceed consistently with the
Peace Agreements. The City of Chino's position is that the Judgment, Peace Agreement, and

Appropriative Pool pooling plan do not permit “Basin water” to be allocated to the Desalters, and that such
water must be allocated to Appropriators.

While the accounting provisions of the Agreement are agreements among the parties as fo the effect of
their prior agreements, staff understands that the Agreement’s freatment of Desalter-Induced Recharge to
be consistent with Peace 11 Agreement, paragraph 7.1, which provides that for the term of Peace il, no
party will ask that recharge atiributable to the Desalters be allocated to the Parties as part of the
producible Safe Yield, so that it may be used to offset Desaiter production. The City of Chino claims are

inconsistent with the positions taken by other parties as they .are expressed in the court-approved
management agreements. '

Regulation of Withdrawals from Storage

The City of Chino has raised concerns with the Safe Storage Management Measures, as it has alleged
that the Measures as prohibiting the production of 130,000 acre feet currently held in storage by the
members of the Appropriative Pool, and as the City of Chino is the owner of more of that water than any
other appropriator (28.3%), it will disproportionately “lose” more carry-over water than any other member
of the Appropriative Poo!. The City of Chino has described the effect of the Storage Reserve as “taking”

its water presently held in storage and stated it its motion for reset of Safe Yield should be considered an
eminent domain action.

Watermaster is not aware of any party o the Judgment that shares the City’s position regarding the court-
approved management agreements. Staff does not interpret the Agreements Storage Reserve
provisions as “confiscating” water in storage accounts.

In relevant part, the Judgment provides;

It is essential that said reserveir capacity utilization for storage and conjunctive use of
supplemental water be undertaken only under Watermaster control and requfation, in
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order to protect the integrity of both Stored Water and Basin Water in storage and the
Safe Yield of Chino Basin. (Restated Judgment, § 11 emphasis added.)

Thus, the use of storage capacity in the Chino Basin is subject to Watermaster regulation. Moreover, the
use of storage capacity in the Basin, including excess Carryover (Non-Supplemental) requires a storage
agreement with Watermaster. (Restated Judgment, 1 12.) The court-approved management agreements
provide direciion to Watermaster on the storage and recovery of water but do not constrain regulation to
protect against Material Physical Injury and that are otherwise in the public interest.

Watermaster understands that the Agreement to be a request for Watermaster, consisient with the
powers under the Judgment and the court-approved management agreements fo maintain a reasonable
portion of the quantity of water in storage, which is intended to ensure that withdrawals of groundwater
from authorized storage accounts within the Basin are safe, sustainable, and will not cause Material
Physical Injury or undesirable results until a Starage Management Pian can be developed.

The Storage Reserve is temporary — only until a long-term Storage Management Plan is crafted and
approved, Second, as described eartier in this staff report, likelihood of reaching water in reserve is very
low, so effect is conditional. Third, production of water in the Safe Storage Reserve is not prohibited, but,
provides certain limitations the manner in which water may be withdrawn from storage (e.g., 10/13 of
each party's share of the reserve is limited in exercise such that must be replenished w/in 3 years and
3/13 is limited for Desaiter offset (no need for replenishment} though after 2024, The City of Chino is not
treated any differently than other Appropriators in the application of the Safe Storage Management
Measures, other than that it has a larger percentage of the water in storage than any other party.

Pool and Advisory Commitiee Advice and Counsel

All three Pools have considered the Agreement and deliberated concerns of individual parties within the
respective Pools.  Concerns expressed by the Non-Agricultural Pocl were considered by the
Appropriative Pool and Agricultural Pool. Through a collaborative process all three Pools recommended
to. the Advisory Committee to recommend Board adoption of Resoiution 2015-06. The Advisory

Committee met on September 17, 2015 and recommended Beard adoption of Resolution 2015-06,
endorsing the Agreement.

Further Process

Should the Board adopt Resolution 2015-06, Watermaster legal counsel, consulting with the parties to the
Agreement, would prepare and file a metion to the Court transmitting Resolution 2015-06, the 2015 Safe
Yield Reset Agreement, and the referenced Attachments to the Court, and recommending that the Court
approve the proposed Judgment Amendment and to further order that Watermaster proceed to further
comply with the 2015 Safe Yieid Reset Agreement ("Safe Yield Reset Motion”). The Court will set a
hearing date and briefing schedule for its consideration of the Safe Yield Reset Maotion. The parties to the
Agreement would approve and authorize execution of the Agreement, with some having approved before

Watermaster's filing of the Safe Yield Reset Motion and others approving after filing, but before the
hearing.

ATTACHMENTS
1. Resolution 2015-06
2. Exhibit A; 2015 Safe Yield Reset Agreement, including Exhibits A-E thereto
3.  Exhibit B: Proposed Order Amending Paragraph 6 of the Restated Judgment
4,  Exhibii C: Amended schedule for access to Re-Operation water




Attachments to September 24, 2015 Staff Report, Attachment 2 to
Declaration of Peter Kavounas

Attachment 1: Resolution 2015-06 (is Exhibit F to Attachment | to
Watermaster's Motion)

Attachment 2: Exhibit A 2015 Safe Yield Reset Agreement, inciuding
Exhibits A — E (is Attachment 1 to Watermaster's Motion)

Attachment 3: Exhibit B Proposed Order Amending Paragraph 6 of
Restated Judgment (Proposed Order is attached)

Attachment 4: Exhibit C Amended Schedule for Access to Re-Operation
Water (is Attachment 2 to Watermaster's Motion)
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SUPERIOR COURT OF THE STATE OF CALIFORNIA
FOR THE COUNTY OF SAN BERNARDINO

CHINO BASIN MUNICTPAL WATER Case No. RCV 51010
DISTRICT,
Assigned for All Purposes to the
Plaintift, Honorable Stanford E. Reichert
V. [PROPOSED] ORDER REGARDING 2015
SAFE YIELD RESET AGREEMENT AND
CITY OF CHINO et al., AMENDING PARAGRAPH 6 OF THE
RESTATED JUDGMENT
Defendant,

The Court having read, reviewed, and considered all pleadings filed in support and in
response, if any, including the testimony presented at the December 18, 2015 hearing, and good
cause appearing therefore, the Court finds and Orders as follows:

(1) Watermaster has fulfilled its obligations as to the initial reset of the Safe Yield, as
described in Elements 8 and 9 of the OBMP Implementation Plan and section 6.5 of the Chino
Basin Watermaster Rules and Regulations, specifically:

(a) Watermaster has caused the metering of groundwater production as required

by the Court, and gathered Production data from 2002 to the present time; and
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(b) Over a four-year period, Watermaster has caused an update to its hydrologic
model that enabled a long-term assessment of Basin hydrology with the benefit of using
Production data collected from 2002-present and an evaluation of cultural conditions now
prevailing in the Basin, thereby enabling the required redetermination and reset.

(2) The reset of the Safe Yield pursuant to the 2015 Safe Yield Reset Agreement is
consistent with and fulfills Watermaster’s obligations under the OBMP Implementation Plan (as
amended), Watermaster Rules and Regulations, prudent professional standards, and the
Judgment, specifically:

(a) The Reset Technical Memorandum, an evaluation of long-term hydrology
using metered agricultural production data from 2002-present, the cultural conditions affecting
the Safe Yield of the Basin, and the risk of undesirable results support the reset of the Safe Yield
of the Basin to 135,000 AFY, having declined from 140,000 AFY;

(b) The accounting for recharge pursuant to the 2015 Safe Yield Reset Agreement
is appropriate and consistent with Court-approved management agreements to enable a fair,
balanced, and efficient administration of the Judgment as requested by the Parties, the Pools, and
the Advisory Committee;

(c) The accounting for Desalter-induced recharge pursuant to the 2015 Safe Yield
Reset Agreement is appropriate and consistent with the Court-approved management agreements
to enable a fair, equitable and efficient administration of the Judgment

(d) The requested amendment of the current Court-approved schedule accounting
for Desalter-induced recharge and access to Re-Operation water is appropriate and in furtherance
of the OBMP Implementation Plan and the Physical Solution; and

(e) The establishment of the Safe Storage Reserve, as defined in the Agreement, |
does not unreasonably restrict the withdrawal of water from storage accounts because: (i) the Safe
Storage Reserve is 130,000 AF and present quantities are in excess of 350,000 AF; (i1) it 1s highly
unlikely that the Parties to the Judgment could physically pump enough groundwater from the
Basin to reach the cumulative trigger of 150,000 AF in less than five (5) years given current

infrastructure; (iii) the Appropriative Pool has coimnitted to exercise Best Efforts to prepare a
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Storage Management Plan within two (2) years of the effective date and no reserve quantities are
under discussion, (iv) even if the Safe Storage Reserve of 130,000 AF were implemented, access
to stored water is available for emergencies and Desalter replenishment; and (v) Watermaster has
the authority under the Judgment to manage all storage within the Basin.

On this basis, Watermaster is hereby ordered to proceed with the implementation of the
2015 Safe Yield Reset Agreement as consistent with Watermaster’s obligations pursuant to
Optimum Basin Management Program Implementation Plan and its Rules and Regulations, in
furtherance of the Basin’s Physical Solution, and consistent with Article X, section 2 of the
California Constitution.

(3) Watermaster is ordered to comply with the 2015 Safe Yield Reset Agreement, and
to adopt all necessary policies and procedures in order to implement the 2015 Safe Yield Reset
Agreement, on or before June 30, 2016, unless an earlier date is specified in the 2015 Safe Yield
Reset Agreement.

(4) Paragraph 6 of the Restated Judgment 1s hereby amended to read as follows: “Safe
Yield. The Safe Yield of the Basin is 135,000 acre feet per year.” The effective date of the
amendment to Paragraph 6 of the Restated Judgment is July 1, 2010.

(5) The schedule accounting for Desalter-induced recharge and access to Re-
Operation water shown in Exhibit “A” hereto is appropriate and in furtherance of the OBMP
Implementation Plan and the Physical Solution, and is approved.

(6)  Atthe expiration of the Peace Il Agreement, the Peace II provisions relating to the
distribution of surplus (unpumped) water by the Agricultural Pool requiring that claims for the
Early Transfer of 32,800 AFY and for Land Use Conversion be treated equally are expressly
repealed, including (1) the amendment to Section 6.3(c) of Watermaster’s Rules and Regulations,
pursuant to the Peace Il measures, and (ii) Section HL(6) of the October 8, 2010 Order Approving
Watermaster’s Compliance with Condition Subsequent Number Eight and Approving Procedures
to be used to Allocate Surplus Agricultural Pool Water in the Event of a Decline in Safe Yield.

(7) In any extension term of the Peace Agreement, the previous changes to the

Restated Judgment, Exhibit “H”, Paragraph IO(b%(i) as effectuated by Paragraph 4.4(c) of the
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Peace Agreement, which to the extent sufficient unallocated Safe Yield from the Agricultural
Pool is available for land use conversion claims, allocate 2.0 acre-feet of unallocated Safe Yield

water for each acre, shall remain in effect.

IT IS SO ORDERED.

Dated:

JUDGE OF THE SUPERIOR COURT

03835000036413630149 3
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CHINO BASIN WATERMASTER
Case No. RCV 51010
Chino Basin Municipal Water District v. The City of Chino

PROOF OF SERVICE

| 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 October 23, 2015 | served the following:

1. WATERMASTER’S MOTION REGARDING 2015 SAFE YIELD RESET AGREEMENT,
AMENDMENT OF RESTATED JUDGMENT, PARAGRAPH 6

(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.

|\
—

BY ELECTRONIC MAIL: | transmitted notice of availability of electronic documents by electronic
transmission to the email address indicated. The transmission 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 laws of the State of California that the above is true and
correct.

Executed on October 23, 2015 in Rancho Cucamonga, California.

o /,((JT’WWLQ_/ DNV
By: Janine Wilson
Chino Basin Watermaster
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