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1 City of Ontario (“Ontario”) submits this appendix of evidence referenced in its Combined
2 || Reply to the Oppositions of Watermaster, Fontana Water Company and Cucamonga Valley Water
3 || District, and Inland Empire Utilities Agency to the Application for an Order to Extend Time Under
4 | Judgment, Paragraph 31(c) to Challenge Watermaster Action/Decision on November 18, 2021 to
5 || Approve the FY 2021/2022 Assessment Package and Request for Judicial Notice, filed

6 || concurrently herewith.
7

EX. No. | DESCRIPTION VoL.
8 1. Chino Basin Watermaster Restated Judgment, No. 51010 1
9 2. Chino Basin Watermaster Rules and Regulations, updated 2019 1
10 3. Report and Recommendation of Special Referee to Court Regarding: (1) Motion 1
for Order That Audit Commissioned By Watermaster is Not a Watermaster
11 Expense, and (2) Motion to Appoint a Nine-Member Watermaster Panel,
12 dated December 12, 1997
13 4, Court’s Ruling and Order, entered June 18, 2010 1
14 5. Opinion of Fourth Appellate District Court of Appeal in Case No. E051653, 1
dated April 10, 2012
15
s 6. Order Post Appeal, entered June 29, 2012 1
| 7. Watermaster’s Reply to Oppositions to Motion Regarding 2015 Safe Yield | 2
7 Reset Agreement, Amendment of Restated Judgment, Paragraph 6, filed
18 February 1, 2016
19 8. Watermaster’s Further Response to Order for Additional Briefing, filed April | 2
11,2016
20
9. Orders for Watermaster's Motion Regarding 2015 Safe Yield Reset Agreement, | 2
21 Amendment of Restatement Judgment, Paragraph 6, entered on April 28,
2017
22
23 10. Order on the Motion to Approve Amendments to Appropriative Pool Pooling | 2
Plan, entered March 15, 2019
24
1. Groundwater Storage Program Funding Agreement, Agreement No. 49960, | 2
25 dated March 1, 2003
26 12. Order Concerning Groundwater Storage Program Funding Agreement — | 2
27 Agreement No. 49960, entered June 5, 2003
28
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1 || EX. NO. | DESCRIPTION VoOL.
13. Local Agency Agreement by and between Inland Empire Utilities Agency | 3

2 (“IEUA”) and Cucamonga County Water District, dated March 11, 2003
3

14. Local Agency Agreement by and between IEUA and the City of Ontario, dated | 3
4 April 15,2003

5 15. Local Agency Agreement by and between IEUA and the City of Ontario and | 3
Jurupa Community Services District, dated January 12, 2004

6
7 16. Chino Basin Watermaster Staff Report re MWD/IEUA/TVMWD Groundwater | 3
Storage Account, dated March 11, 2004
8
17. Watermaster’s Motion for Approval of Storage and Recovery Program | 3
9 Agreement (with Exhibit A only), filed May 12, 2004
10 18. Order Approving Storage and Recovery Program Storage Agreement re | 3
" Implementation of Dry Year Yield Storage Project, entered June 24, 2004
12 19. Amendment No. 8 to Groundwater Storage Program Funding Agreement No. 3
49960, dated January 23, 2015
13
20. Agenda for the Chino Basin Watermaster Appropriative Pool Meeting held | 3
14 October 9, 2014

15 21. Chino Basin Watermaster Staff Report regarding Amendment No. 8§ to MWD | 3
Dry Year Yield Agreement, dated October 9, 2014

16
17 22. Agenda for the Chino Basin Watermaster Advisory Committee Meeting heldon | 3
October 16, 2014
18
23. Chino Basin Watermaster Staff Report regarding Amendment No. 8§ to MWD | 4
19 Dry Year Yield Agreement, dated October 16, 2014

20 24. Agenda for the Chino Basin Watermaster Board Meeting held October 23,2014 | 4

21 25. Chino Basin Watermaster Staff Report regarding Amendment No. 8§ to MWD | 4
2 Dry Year Yield Agreement, dated October 23, 2014

23 26. City of Chino Ex Parte Application for an Order to Extend Time Under | 4
Judgment, Paragraph 31(c) to Challenge Watermaster Action/Decision on

24 August 25, 2020 to Issue Invoices to Pay AG Pool Legal Expenses to
Appropriators Including the City of Chino, filed on or around October 15,

25 2020.

26 27. Chino Basin Watermaster Ex Parte Application to Continue October 23, 2020 | 4

27 Hearing on Motion of Appropriative Pool Member Agencies Re:
Agricultural Pool Legal Expenses, filed on or around October 20, 2020.

28
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1 EX. NO. | DESCRIPTION VoOL.

) 28. Order granting the Chino Basin Watermaster Ex Parte Application to Continue | 4
October 23, 2020 Hearing on Motion of Appropriative Pool Member
3 Agencies Re: Agricultural Pool Legal Expenses, signed on October 28,
2020.
4
29. Chino Basin Watermaster Reply to Appropriative Pool Member Agencies’ | 4
5 Opposition to Chino Basin Watermaster Ex Parte Application to Continue
Hearing on Motion Re Agricultural Pool Legal Expenses, filed October 21,
6 2020.
/ 30. Peace Agreement Chino Basin, dated June 29, 2000. 4
8
31. First Amendment to Peace Agreement, dated September 2, 2004. 4
9
32. Second Amendment to Peace Agreement, dated October 25, 2007. 4
10
33. Peace II Agreement: Party Support For Watermaster’s OBMP Implementation | 4
1 Plan — Settlement and Release of Claims Regarding Future Desalters, dated
October 25, 2007.
12
13 34. Agenda for the Watermaster’s Appropriative Pool Meeting held September 13, | 4
2018.
14
35. Agenda for the Watermaster’s Advisory Committee Meeting held September | 4
15 20,2018.
16 36. Agenda for the Watermaster’s Board Meeting held September 27, 2018. 4
17 37. Minutes of the Watermaster’s Appropriative Pool Meeting held September 13, | 4
18 2018.
19 38. Minutes of the Watermaster’s Advisory Committee Meeting held September | 4
20, 2018.
20
91 39. Minutes of the Watermaster’s Board Meeting held September 27, 2018. 4
2 40. Minutes of the Watermaster Appropriative Pool — Special Meeting, held | 4
November 27, 2018.
23
41. Letter Agreement entitled “Chino Basin Groundwater Storage Actions and | 4
24 Voluntary Purchase Methodology” by and between MWD, IEUA,
5 TVMWD, and Watermaster, dated February 5, 2019.
5
42. Chino Basin Watermaster Staff Report regarding Dry Year Yield Program — | 4
26 Information Only, dated January 27, 2022.
27
28
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1 || EX. NO. | DESCRIPTION VOL.
43. Presentation given by the Watermaster staff regarding the Dry Year Yield | 4

2 Program at the January 27, 2022 Board meeting.
3

44. Chino Basin Watermaster 2003/2004 Assessment Package (Production Year | 5
4 2002/2003), approved November 27, 2003.

5 45. Chino Basin Watermaster 2004/2005 Assessment Package (Production Year | 5
2003/2004), approved November 18, 2004.

6
7 46. Chino Basin Watermaster 2005/2006 Assessment Package (Production Year | 5
2004/2005), approved November 8, 2005.
8
47. Chino Basin Watermaster 2006/2007 Assessment Package (Production Year | 5
9 2005/2006), approved February 22, 2007.

10 48. Chino Basin Watermaster 2007/2008 Assessment Package (Production Year | 6
2006/2007), approved December 20, 2007.

11
12 49. Chino Basin Watermaster 2008/2009 Assessment Package (Production Year | 6
2007/2008), approved November 20, 2008.
13
50. Chino Basin Watermaster 2009/2010 Assessment Package (Production Year | 6
14 2008/2009), approved October 22, 2009.

15 51. Chino Basin Watermaster 2010/2011 Assessment Package (Production Year | 6
2009/2010), approved October 28, 2010.

16
17 52. Chino Basin Watermaster 2011/2012 Assessment Package (Production Year | 6
2010/2011), approved January 26, 2012.
18
53. Chino Basin Watermaster 2012/2013 Assessment Package (Production Year | 6
19 2011/2012), approved November 15, 2012.

20 54, Chino Basin Watermaster 2017/2018 Assessment Package (Production Year | 6
2016/2017), approved November 16, 2017.

21
2 55. Chino Basin Watermaster 2017/2018 Revised Assessment Package (Production | 7
Year 2016/2017), approved September 26, 2019.
23
56. Chino Basin Watermaster 2018/2019 Assessment Package (Production Year | 7
24 2017/2018), approved November 15, 2018.

25 57. Chino Basin Watermaster 2018/2019 Revised Assessment Package (Production | 7
Year 2017/2018), approved September 26, 2019.

26
27 58. Chino Basin Watermaster 2019/2020 Assessment Package (Production Year | 7
2018/2019), approved November 21, 2019.
28
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1 || EX. NO. | DESCRIPTION VOL.
59. Chino Basin Watermaster 2020/2021 Assessment Package (Production Year | 7
2019/2020), approved November 19, 2020.

60. Chino Basin Watermaster 2021/2022 Assessment Package (Production Year | 7
4 2020/2021), approved November 18, 2021.

5 61. Chino Basin Watermaster Staff Report regarding the Fiscal Year 2021/22 | 7
Assessment Package, dated November 18, 2021.

Dated: May 26, 2022 STOEL RIVES rrp

9 By: Cy_\-ﬁ"—‘"”"’j b—

ELIZABETH P. EWENS

10 MICHAEL B. BROWN
JANELLE S.H. KRATTIGER
11 Attorneys for Defendant

12 City of Ontario
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BROWNSTEIN HYATT FARBER SCHRECK, LLP

1020 State Street

Santa Barbara, CA 93101-2711
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
DISTRICT,

Plaintiff,
v.
CITY OF CHINO, et al.,

Defendant.

Case No. RCV 51010

[Assigned for All Purposes to the Honorable
STANFORD E. REICHERT]

WATERMASTER’S REPLY TO
OPPOSITIONS TO MOTION
REGARDING 2015 SAFE YIELD RESET
AGREEMENT, AMENDMENT OF
RESTATED JUDGMENT, PARAGRAPH 6

Date: February 26, 2016

Time: 1:30P.M.
Dept.: R-6
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Watermaster recommends resetting and reducing the Safe Yield by 5,000 acre-feet per
year (AFY) (~3%) and seeks the Court’s direction as 1o the appropriate interpretation of the
Court’s prior orders. Watermaster’s Safe Yield Reset Motion also recommends a suite of yield
accounting and management actions for the Court’s consideration, which are in the best interests
of the Basin, authorized by the Judgment, supported by substantial evidence, and consistent with
Watermaster’s continuing course of conduct over the past nine years.

The City of Chino (“City”) is the lone dissenting voice as to the Safe Yield reset,
preferring that the Court reject Watermaster’s recommendation and, in spite of its technical
evaluation, maintain the same level of authorized extractions. However, the City presents no
evidence as to why Watermaster’s assessment of the Safe Yield is technically flawed or overly
conservative.

The City’s contentions regarding the yield accounting and history of approvals for the
Desalters are unsupported and contrary to the plain meaning of existing Court Approved
Management Agreements.! In addition, the City has taken issue with Watermaster’s
recommendations to protect the basin from harm attributable to the withdrawal of large quantities
of groundwater already in storage, claiming them to be punitive, unfair and as a “taking” of the
City’s stored water. However, the alleged “taking” arises from the City’s mischaracterization of a
management plan designed to prevent harm, still subject to a stakeholder process yet to be
initiated but pledged to be timely completed, with regulations that must be uniform in their
application among all members of the Appropriative Pool, and that does not currently and will not

ultimately prevent the withdrawal of stored water by the City and others.

1 The 2015 Safe Yield Reset Agreement defines the Court Approved Management Agreements to
comprise: [1] the Chino Basin Peace Agreement, dated June 29, 2000, as subsequently amended
in September 2004 and December, 2007; {2] the Peace II Measures (Court approved on Dec. 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 Allocate 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 11 Agreement and the Phase III Desalter
Expansion in Accordance with the December 21, 2007 Order of the San Bernardino Superior
Court™). (2015 SYRA, p. 1)

1
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Meanwhile, the Jurupa Community Services District (JCSD) opposes the Watermaster’s
suite of recommendations in a single regard: JCSD contends that the quantity of groundwater to
be reallocated from members within the Agricultural Pool and made available to the urban
agencies providing retail service to lands formerly receiving water through Agricultural Pool
Production {agricultural conversion) be fixed and undiminished, regardless of competing claims
for that supply. Despite nine years of continuous application of earlier Court orders that share the
converted water among competing claims, JCSD contends the interpretation is incorrect because,
in its opinion, the Court hasn’t previously said so in precisely the correct manner. JCSD’s
contrary interpretation will provide no greater level of assurance that the Basin can be optimally
managed as required by the Judgment and will in fact, disrupt and unwind nearly a decade of

previous water allocations.

L INTRODUCTION

It has been nearly 15 years since the Court ordered Watermaster to comply with the
Optimum Basin Management Program Implementation Plan? (“OBMP Implementation Plan™)
and approved Watermaster’s 2001 Rules and Regulations,’ both of which explicitly provide for
the redetermination and reset of the Safe Yield. (Watermaster Rules and Regulations, § 6.5
[“Recalculation of Safe Yield. The Safe Yield shall be recalculated in year 2010/11 based upon
data from the ten-year period 2000/01 to 2009/10.”]; OBMP Implementation Plan, p. 45 [“The
following actions will be completed in years four through fifty, commencing in fiscal year
2003/04: In year 2010/11 and every ten years thereafter, compuie safe yield and storage loss rate
for prior ten-year period, and reset safe yield and storage loss rate for the next ten-year period.”])
As has been described to the Court in Watermaster’s status reports regarding the Safe Yield reset

process,! its Safe Yield Reset Motion,” and its Opposition to the City of Chino’s Motion to Permit

2 Order Concerning Adoption of OBMP (July 13, 2000), at pp. 4-5.

3 Order Granting Final Approval of Watermaster Rules and Regulations; Approving Intervention
of CCG Ontario, LLC; Continuance of Hearing re Status Report; Filing of Motions to Amend
Judgment (fuly 19, 2001).

* See, Status Report on Watermaster’s Safe Yield Recalculation (Apr. 11, 2014), at p. 3:2-18;
Status Report on Watermaster’s Safe Yield Redetermination and Reset (July 10, 2015), at p. 3:6-
12.

3 Motion Regarding 2015 Safe Yield Reset Agreement, Amendment of Restated Judgment,
Paragraph 6, filed October 23, 2015, at. p. 6:14-19. '

2
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Chino to Conduct Discovery,® Watermaster initiated the process for its compliance with the
Court’s orders nearly five years ago,’ and it has been diligent in its pursuit of the input and
assistance of the Parties to the Judgment as part of its compliance with its redetermination and
reset obligation.

Fundamentally, Watermaster’s Safe Yield Reset Motion is responsive to the Court ordered
obligation to reset the Safe Yield — the evidence before the Court supports the proposed reset of
the Safe Yield to 135,000 acre-feet per year (AFY), and Watermaster requests further orders from
the Court, pursuant to its continuing jurisdiction, that confirm the application of the Court’s prior
orders upon a decline in the Safe Yield. All but one party in the Basin — the City — agrees that it
should be reset to 135,000 AFY. The remaining objections of the City and JCSD — excluding the
City’s characterization of the Safe Storage Reserve — devolve from their proposed alternative and
preferred interpretation as to how the Court Approved Management Agreements will function in
the event of a reduced Safe Yield and the acknowledgment of Desalter-Induced Recharge.

For the reasons previously expressed in its Safe Yield Reset Motion, as well as those set
forth below, Watermaster requests that the Court grants its motion, notwithstanding the

oppositions of the City and JCSD.

1L THE PROPOSED RESET TO 135,000 AFY IS RESPONSIVE TO COURT
ORDER, PROTECTS THE BASIN, AND CONSISTENT WITH THE JUDGMENT

A. Substantial Evidence Before the Court Supports the Reset of the Safe Yield at
135,000 AFY

For the avoidance of doubt and to provide complete clarity to the Parties and to the Court,

Watermaster’s hydrologist developed a Reset Technical Memorandum (Exhibit “A” to the 2015

¢ Filed January 19, 2015.

7 The City’s claim that Watermaster has not provided adequate notice of the Safe Yield reset
(City Opposition, at p. 28:24-27) is contrary to the evidence of the extensive notice that has been
provided. In addition to the provisions of the OBMP Implementation Plan and Rules and
Regulations, and its participation at virtually every meeting in the present Safe Yield reset process
(See, Declaration of Bradley J. Herrema in Support of Watermaster’s Opposition to City of
Chino’s Motion to Permit Chino to Conduct Discovery, at § 2-5), the annual approval of
budgeted expenses for the process and the reports to the Pool Committees, Advisory Committee,
Watermaster Board and this Court, the Watermaster adopted notices of the intent to change the
Safe Yield each year during the period of 2004-2011. (Supplemental Declaration of Danielle
Maurizio in Support of Watermaster’s Reply to Opposition to Motion Regarding 2015 Safe Yield
Reset Agreement, Amendment of Restated Judgment, Paragraph 6 (“Maurizio Supp. Decl.), at §
15, Exh. 4.)

3
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SYRA) articulating the step-by-step methodology for the evaluation of the Safe Yield. The
methodology described in the Reset Technical Memorandum integrates the Updated Basin
Model, which 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. (Reset Technical Memorandum, at p. 2.) Mr. Wildermuth, Watermaster’s longtime
hydrologic consultant, on whose opinion Watermaster and the Court have relied® over the past 15
years, believes the approach to be a prudent and reasonable professional methodology, consistent
with professional custom, standard and practice. (Wildermuth Decl., at ¥ 6; Reset Technical
Memorandum, at p. 2.)

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.) A long-term hydrology was used, the now prevailing cultural conditions of the
Basin were evaluated, and the need to protect against “undesirable results” considered.

The City has not provided evidence indicating that the Court Approved Management
Agreements would require that the Safe Yield be set at any other quantity.” Instead the City has a
list of objections to the Safe Yield Reset Motion’s request to reduce the “Historic Basin Safe
Yield of 140,000 Acre Feet,” as it claims that this would deviate from the Judgment’s “expansive
Safe Yield standard.” (City of Chino’s Opposition to Watermaster’s Motion Regarding 2015
Safe Yield Reset Agreement, Amendment of Restated Judgment, Paragraph 6 (hereafter “City
Opposition™), 15:16-18.) These can be characterized generally as two types of objections: (i)
objections to the manner in which the concept of Safe Yield is construed and (ii) objections
regarding the manner in which the Updated Basin Model was utilized in the Safe Yield

evaluation,

8 See Wildermuth Decl., at 1 4 [noting certain Orders issued by the Court in reliance on the 2003
Chino Basin Groundwater Model or updates thereto]; see also, e.g., Order Concerning Motion for
Approval of Peace I Documents (Dec. 21, 2007); Order Concerning Adoption of OBMP (July
13, 2000).
9 JCSD does not oppose the proposed change in the Safe Yield. (See JCSD Opposition, at p. 1:7-
8).
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First, as to construing Safe Yield, by definition, the OBMP ensures that the quantity and
quality of the Basin’s water resources be preserved and the beneficial use of the Basin
maximized. (Restated Judgment, §41.) As described in the Reset Technical Memorandum and
the Supplemental Declaration of Mark Wildermuth in Support of Watermaster’s Reply to
Oppositions to Motion Regarding 2015 Safe Yield Reset Agreement, Amendment of Restated
Judgment, Paragraph 6 (“Wildermuth Supp. Decl.”), the work done pursuant to the OBMP
Implementation Plan allows for maximum beneficial use of the Basin’s waters to be made, such
that the Safe Yield need not be reduced due to potential undesirable results of pumping at a
certain level within the Basin. (Reset Technical Memorandum, at p. 1; Wildermuth Supp. Decl.,
9 7.) This is not a talismanic adherence to the “net recharge” of the Basin, but an adaptive
management regime that ensures compliance with the Constitutional mandate to maximize the
resource. Accordingly, this tension — managing to maximize the beneficial use while avoiding
undesirable results — cannot mean that Watermaster should wait for undesirable results to actually
occur before revising its course of action. In fact, such “reactive” strategies would be counter to
good Basin management practices and the OBMP.

While the City has repeatedly discussed the fact that the Basin contains a large quantity of
water in storage, this alone is not a justification to set the Safe Yield above the annual average
quantity of water that may be produced without an undesirable result. Since the early 1900s, it is
estimated that more than 2.1 million AF has been withdrawn from the Basin in excess of recharge
during that period. (Wildermuth Decl., § 16; see also Wildermuth Decl., Exh. 1, § 7.3.4
[estimating a decline in Basin storage between 1922 and 2015 of approximately 2.1 million acre-
feet].) Whatever historical cushion there may have been in the Basin has been substantially
reduced by pre-OBMP conduct.

Restated Judgment paragraph 13 enjoins each Party to the Judgment from production in
excess of the parties rights, other than pursuant to the Physical Solution — which provides for
replenishment of water pumped in excess of a Party’s right — or pursuant to a stored water

agreement. (Restated Judgment, §13.)!% Since the entry of the Judgment, groundwater

19 See Restated Judgment, Exhibit “I” (Engineering Appendix), § 3.(2) [“Accumulated Overdraft.
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extractions in excess of the recharge rate have been reviewed and approved by the Court as
“overdraft” and not as Safe Yield of the Basin. (Restated Judgment, 9§ Exhibit “I”, 2.(b), 3.(a).)

Second, as for the reliance on the Updated Basin Model, the City does not quarrel with the
Updated Basin Model’s ability to simulate the movement of groundwater within the Basin. (City
Opposition, 15:19-17:5.) Rather, its comments focus on further improvements. The City argues
the Updated Basin Model must not itself determine the Safe Yield (City Opposition 16:15-18
[“The 2013 Model does not produce data about the ‘long term average quantity of ground water
which can be produced from the Basin.” It only produces data that estimates the amount of water
that has been recharged into the Basin in the past, which is then used to extrapolate a future
amount of recharge.”]) Watermaster agrees that the 2013 Model should not be a substitute for
decision-making. A fair reading of the Reset Technical Memorandum demonstrates that the
model is a technical instrument used in support of decision-making, but the Model itself does not
make decisions.

The City additionally claims that the Updated Basin Model does not produce data that can
be used to determine the occurrence of an undesirable result or “connect an undesirable result to
any level of production,” meaning, in the City’s opinion, that an “essential element of the Safe
Yield definition has been dismissed.” (City Opposition, 16:19-17:2.) This allegation suggests a
misunderstanding of the model, its inputs, and its use. Again, as described in the Reset Technical
Memorandum, the Updated Basin Model is not used in a vacuum, but is an instrument that
supports the exercise of professional analysis and judgment concerning the totality of the
conditions that are monitored in the Basin. (Wildermuth Supp. Decl., at 9 11-13.)

Finally, in regard to the concerns raised by the City’s expert, Watermaster’s consultant has
considered the effects of climate change on precipitation in the Basin, both over the historical
record and those projected to occur, but does not believe that the predictive modeling scenarios
that are generally available af this time are accurately calibrated to the historical rainfall in the

Basin, and accordingly are not reliable as a predictive tool, (Wildermuth Supp, Decl., §27.)

- During the operation of this Judgment and Physical Solution, the overdraft accumulated from
and after the effective date of the Physical Solution and resulting from an excess of Operating
Safe Yield over Safe Yield shall not exceed 200,000 acre feet.”])

6

WATERMASTER’S REPLY TO OPPOSITIONS TO MOTION RE 2015 SAFE YIFLD RESET AGREEMENT

EXHIBIT 7



BROWNSTEIN HYATT FARBER SCARECK, LLP

1020 State Street
Santa Barbara, CA 93101-2711

~ >

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

8

Should the accuracy of the calibration improve, Watermaster has the flexibility to include it in

future re-sets. (Wildermuth Supp. Decl., § 28.)

B. The Safe Storage Reserve will Ensure the Basin’s Protection while the Effects
of the Reset May be Evaluated

The Governor has declared that, due to drought conditions, a State of Emergency is
prevailing in this State. (Executive Order B-29-15 (Apr. 1, 2015), at § 2.) Stored water may be
called upon to alleviate short-term and long-term shortages as well as to off-set new production
from Desalters. Coupled with the historical depletion from the Basin and the reduction in Safe
Yield, Watermaster secks to establish uniform rules to manage the safe withdrawal of
groundwater from storage.

All storage of water within the Basin — both Supplemental Water and Excess Carryover
Water — must be done pursuant to agreement with Watermaster. (Restated Judgment, § 11, § 12,
Exhibit “H” (Appropriative Pool Pooling Plan), § 12 [“Carry-over. Any appropriator who
produces less than his assigned share of Operating Safe Yield may carry such unexercised right
forward for exercise in subsequent years,...In the event the aggregate carry-over by any
appropriator exceeds its share of Operating Safe Yield, such appropriator shall, as a condition of
preserving such surplus carry-over, execute a storage agreement with Watermaster.”],
Watermaster Rules and Regulations, § 8.1(e).) All storage capacity shall be subject to regulation
and conirol by Watermaster. (Peace Agreement § 5.2(c).)

The storage of water within the Basin is expressly made subject to these conditions within
the Court Approved Management Agreements (Peace Agreement, § 5.2; OBMP Implementation
Plan, Program 8, at subd. (a)(i); Watermaster Rules and Regulations, § 8.1(a)) and withdrawal of
water from storage is already subject to the limitation that it be done without Material Physical

Injury.!! (Watermaster Rules and Regulations, §8.1(j) [*No Material Physical Injury.

! "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;” (Peace Agreement, Y1.1(y); see also Watermaster Rules and Regulations, § 1.1(uu).)
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Watermaster will ensure that any party to the Judgment may Recapture water in a manner
consistent with the Peace Agreement, the OBMP, the Judgment and these Rules and Regulations.
Watermaster shall not approve a Recapture plan if it is inconsistent with the terms of Peace
Agreement or will cause Material Physical Injury to any party to the Judgment or the Basin. Any
potential or threatened Material Physical Injury to any party to the Judgment or the Basin caused
by the Recapture of water by any person shall be fully and reasonably mitigated as a condition of
approval. In the event the Material Physical Injury cannot be fully and reasonably mitigated, the
request for Recapture must be denied.”])

The City objects to Watermaster’s recommendation to establish a contingent Safe Storage
Reserve — the restrictions of which only arise should it become necessary — on the basis of the
quantity of water in storage now. Instead, without explanation, it would prefer an allocation of
responsibility based on each member of the Appropriative Pool’s percentage share of the
Operating Safe Yield. However, there is no nexus between a Party’s stored water and its share of
Operating Safe Yield.

The restrictions of the contingent Safe Storage Reserve proposed by Watermaster address
the quantity of water held in storage and apportions the responsibility uniformly among all
members of the Appropriative Pool and the impacts of Reserve’s restrictions would be
proportionate among all Appropriators in relation to their quantity of stored water. (See 2013
SYRA, ¥ 6.2(a), Exhibit “C”.) Consequently, the impact of the management program will be
spread among the parties in the same manner that the impact of Material Physical Injury from
withdrawal of stored water might arise — proportionately based on the quantity of water in
storage.

It is true that the City has amassed a large reserve of stored water. This is attributable to
the fact that it has successfully secured assignments of groundwater from agricultural users
supported, in large part, by the distribution of recycled water. (Maurizio Supp. Decl.,  8; Exh.
1.) The City does not presently pump any portion of its share of Safe Yield, preferring to store its
annual entitlement. (Maurizio Supp. Decl., at 7 12, 13; Exh. 1; Exh. 2.) No reasonable

construction of the 2015 SYRA’s Safe Storage Reserve can remotely suggest a taking of stored
8
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water in violation of Article I, Section 19 [of the California Constitution] resulting from the Safe
Storage Reserve’s restrictions on the excess carry over water.'?

Initially, a takings claim cannot be ripe because the Safe Storage Reserve is contingent
and dependent upon the failure to prepare a substitute plan. First, there must be “a final decision
regarding the application of the regulations to the property at issue” to support a takings claim.
(Williamson Cty. Reg'l Planning Comm'n v. Hamilton Bank of Johnson Cty. (1985) 473 U.S. 172,
186.) As one California court explained, a court cannot determine a regulation’s economic
impact until a regulation has actually been applied. (Jefferson St. Ventures, LLC v. City of Indio
(2015) 236 Cal.App.4th 1175, 1195)) There is substantial uncertainty as to whether the
challenged measure will ever be invoked. The process to prepare a plan will begin in earnest this
year and be presented to the Court upon completion. If the City, or, for that matter, any Party, is
dissatisfied with the final plan and contends that new plan or the Safe Storage Reserve will
effectuate a taking, it could bring the claim to the Court’s attention at that time.

Second, the only compensable right under California water law is a right to beneficial
use,” and the City has not presented any evidence of a beneficial use of stored water. (Casitas
Mun. Water Dist. v. U.S. (Fed.App. 2013) 708 F.3d 1340, 1353.) The demonstration of a
beneficial use cannot be merely hypothetical, and storage of water, in and of itself, is not a
beneficial use. (Casitas, 708 F.3d at 1356.) Substantial evidence offered by the City
demonstrates that it has no present beneficial use of its stored water. The City’s failure to
Produce water user its annual production rights for the past four years.

During the past four production years (Production Years 2011-2012 through 2014-2015),
the City had no assessable groundwater production from the Basin, and in three of those years
more than 12,000 acre-feet of water were transferred into its Excess Carryover stored water
account, (Declaration of David Crosley, Exhibit “A”, p. 2A; Maurizio Supp. Decl., §12.) If

there are proposed uses or sales of the stored water to third parties that might be impacted by the

12 Non-Supplemental Stored Water is what is referred to as Excess Carryover water, as a producer
may carryover up to its annual Safe Yield or Operating Safe Yield right each year without
requiring a storage agreement. (Restated Judgment, Exhibit “G”, § 7; Exhibit “H”, § 10;
Watermaster Rules and Regulations, at §§ 1.1, subd. (hh), 8.1, subd. (e).)
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Safe Storage Reserve, the City has offered no evidence to this effect.

Moreover, a takings claimant cannot possess a property right that is inconsistent with
“background principles of state law.” (Casitas Mun. Water Dist. v. United States (2011) 102 Fed.
Cl. 443, 446, 474, citing Lucas v. S. Carolina Coastal Council (1992) 505 U.S. 1003, 1029.)
Here, the City’s alleged right to withdraw from storage, subject fo Watermaster’s regulatory
authority over storage accounts, as embodied in the Court-Approved Management Agreements.
That is, the City holds water in storage, subject to Watermaster’s power to regulate withdrawals
of water storage to protect against Material Physical Injury. (Restated Judgment, 9 11, 12, 28;
Watermaster Rules and Regulations, §8.1(j); Peace Agreement, § 5.2.) The Safe Storage Reserve
is in furtherance of Watermaster’s authority to regulate groundwater storage and the Watermaster
Rules and Regulations that govern the recapture of stored water. It is not a new limitation on

previously vested rights.

M. THE 2015 SYRA’S ACCOUNTING PROVISIONS SEEK THE COURT’S
CONFIRMATION OF THE EFFECT OF THE COURT APPROVED
MANAGEMENT AGREEMENTS IN EVENT OF DECLINE IN SAFE YIELD

A, Watermaster’s Motion is a Paragraph 15 Request for Judgment Amendment
and Further Orders

Arising under Paragraph 15 of the Restated Judgment, in fulfillment of an obligation in
administering the decree, Watermaster has moved the Court regarding subject matter where it has
no power itself to bind any Party or the Court. Court review and approval is required to amend
the Restated Judgment and to construe the Court’s prior orders. Watermaster may merely offer
its recommendation and request approvals and further Court Orders. As described in
Watermaster’s Opposition to the City of Chino’s Motion to Permit Chino to Conduct Discovery,
filed January 19, 2016, Watermaster’s Safe Yield Reset Motion is a request, pursuant to
Paragraph 15, for amendment of the Restated Judgment and further orders.

Contrary to the characterizations of both JCSD and the City, the Safe Yield Reset Motion
does not request a change to the provisions of the Court-Approved Management Agreements, but
is a request that the Court confirm the 2015 SYRA’s interpretation of the manner in which

Watermaster should comply with the provisions of those agreements. (See, Restated Judgment,
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15 [*“Said continuing jurisdiction is provided for the purpose of enabling the Court, upon
application of...the Watermaster...to make such further or supplemental orders or directions as
may be necessary or appropriate for interpretation, enforcement or carrying out of this Judgment,
and to modify, amend or amplify any of the provisions of this Judgment.”]}) Watermaster does
not suggest new or different language for any agreement.

All but two Parties to the Judgment, either independently or as members of a Pool, have
either taken positions of endorsement!? or have not opposed Watermaster’s Safe Yield Reset
Motion. While indicative of the general lack of disagreement with the Motion, it is also relevant
to the Court’s interpretative and enforcing order under the provisions of Section 15, The vast
majority of Parties subject to the Judgment and the Court Approved Management Agreements
concur with Watermaster’s recommendations.

Contrary to the City’s extensive arguments (City Opposition, pp. 40:23-54:26), the Court
need not withhold approval of the Safe Yield Reset Motion based on the City’s claim that the
Parties are unable to approve the 2015 SYRA as it offers an agreed interpretation to facilitate the
seamless, efficient administration of the Judgment and the OBMP. Watermaster proposes no new
project or program that is being called to the Court’s attention pursuant to Paragraph 31 of the
Judgment. It is not requesting an amendment of the any of the Court’s prior orders, or the Court
Approved Management Agreements.

Paragraph 40 of the Judgment expressly states that the Court’s “retained jurisdiction will
be utilized, where appropriate to supplement the discretion herein, granted to Watermaster.”

(Restated Judgment, § 40.) It cannot be that the Court is without jurisdiction in the absence of

13 As of February 1, 2016, the following Parties are signatory to the 2015 SYRA: (i) the
Agricultural Pool, (ii) Three Valleys Municipal Water District, (iii) Cucamonga Valley Water
District, (iv) Inland Empire Utilities Agency, (v) the City of Upland, (vi) Monte Vista Water
District, (vii) Monte Vista Irrigation Company, (viii) the City of Pomona, (ix) Fontana Water
Company, and (x) Fontana Union Water Company. (Supplemental Declaration of Peter
Kavounas in Support of Watermaster’s Reply to Oppositions to Motion Regarding 2015 Safe
Yield Reset Agreement, Amendment of Restated Judgment, Paragraph 6, at § 4.) The City has
also brought suit against at least two Parties on the basis of their approvals (see, Notice of Related
Case, City of Chino v. Monte Vista Water Dist., et al. (Dec. 31, 2015); Notice of Related Case,
City of Chino v. Cucamonga Valley Water District (Jan. 28, 2016)), which may have had chilling
effect on additional approvals.
4 While JCSD cites the criteria used by the Court in its prior order amending the Judgment
(JCSD Opposition, at p. 10:3-6, 10:22-25), no such amendment is sought here,
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unanimous support of the Parties to issue further orders in implementing the Physical Solution.
This is the express purpose of exercising continuing jurisdiction. (City of Pasadena v. City of
Alhambra (1949) 33 Cal.2d 908, 937 [“retention of jurisdiction to meet future problems and
changing conditions is recognized as an appropriate method of carrying out the policy of the state
to utilize all water available”]'®.);

Further, the City’s claim that the public agency Parties to the Judgment cannot validly
approve the 2015 SYRA because they have failed to comply with the California Environmental
Quality Act (CEQA) misconstrues California law and misapplies the law of this case. CEQA
compliance is only required when an agency approves a project. A “project” under CEQA is
defined as any activity which may cause either a direct physical change in the environment, or a
reasonably foreseeable indirect physical change in the environment, and is either (1) undertaken
directly by a public agency, (2) supported through public agency contracts, grants, subsidies,
loans or other public assistance, or (3) involves the issuance of a lease, permit, license, certificate,
or other entitlement for use by a public agency. (Public Resources Code § 21065; CEQA
Guidelines § 15378.)

The motion before the Court does not seek approval of a project. As described in section
1, above, the Watermaster moved the Court to grant the Safe Yield Reset Motion gffer years of
discussions among the Parties to build consensus for basin management. The 2015 SYRA simply
asks the Court to: (i) approve of the reset of the Basin’s Safe Yield pursuant to the Court
Approved Management Agreements confirming prior practice and the continuous course of
conduct under prior orders; (ii) direct 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} approve 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. (See Safe Yield Reset Motion, at 9). None of these Court actions require additional

15 See also, Allen v. Cal. Water & Tel. Co. (1946) 29 Cal.2d 466, 488; City of Los Angeles v. City
of Glendale (1943) 23 Cal.2d 68, 81; Central and West Basin Replenishment District v. Southern
California Water Company (2003) 109 Cal. App.4th 891, 902.)
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CEQA analysis, as the Court is not subject to CEQA.

The City also argues that the individual agency approvals of the 2015 SYRA were
projects under CEQA because they had the potential for environmental impacts. The City is
wrong. First, the City ignores that nothing in the 2015 SYRA commits any of the signatory
agencies to a “definite course of action in regard to a project.” (See CEQA Guidelines, §
15352(a) [emphasis added]; Save Tara v. City of West Hollywood (2008} 45 Cal.4th 116, 139; see
Cedar Fairv. City of Santa Clara (2011) 194 Cal. App.4th 1150, 1162; Concerned McCloud
Citizens v. McCloud Community Services Dist. (2007) 147 Cal. App.4th 181, 192-93.) To the
contrary, the 2015 SYRA expressly provides that “[t]he 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.” (2015 SYRA, {1.5.)

Second, Watermaster has moved the Court for an order, pursuant to its continuing
jurisdiction, amending the Judgment and confirming the application of the Court Approved
Management Agreements. The Court’s order granting the motion and directing Watermaster’s
accounting, does not require environmental review under CEQA. (Hillside Memorial Park &
Mortuary v. Golden State Water Co. (2011) 205 Cal. App.4th 534, 550.) As in Hillside, the
Judgment here sets forth a physical solution and reserves jurisdiction to the Court to amend this
physical solution. (Restated Judgment, § 15(a).) The request by Watermaster, consistent with the
consensus of the vast majority of the Parties to the Judgment, to alter the Safe Yield is simply that
— a request, without an ability to carry out that action.

Third, the consensus of the parties as described in the 2015 SYRA does nothing more
than describe their intended course of conduct pursuant to the Court Approved Management
Agreements, which preceded the 2015 SYRA. Unless and until the Court acts, the SYRA does
not commit any agency to do anything. As emphasized above, the 2015 SYRA states “no

commitment is being made to carry out any ‘project’ within the meaning of CEQA unless and
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until the environmental review and assessment that may be required by CEQA for that defined
‘project” have been completed.” (2015 SYRA, 4 1.5.)

Simply put, the City misconstrues its quoted language from Hillside as providing for
CEQA analysis at the time of the Court’s decision, when it provided that, while a groundwater
basin adjudication judgment amendment did not require CEQA analysis, the adjudication’s
physical solution “will not preclude compliance with CEQA as to future projects to the extent
such projects do not conflict with the physical solution.” (Hillside, 205 Cal.App.4th at 551.) This
cannot be read to refer to the amendment of the Judgment itself as the court had previously found
that such amendment was not a CEQA project. (/d., at 550.)

Assuming arguendo that the action constituted a “project”, the City provides no
evidentiary support for possible impacts it raises. Given that any future “project” would be
contingent on compliance with CEQA — both pursuant to the 2015 SYRA and the Court’s prior
order regarding the OBMP - there is no legal requirement to delay the Court’s consideration of
the Safe Yield Reset Motion and Watermaster’s implementation of the Court Approved

Management Agreements.

B. All Members of the Appropriative Pool Proportionally Share the Effect of the
Decline in Safe Yield

The rights of the members of the Appropriat_ive Pool Parties are such that they bear all
effects of any change in the Basin’s Safe Yield. (Restated Judgment, § 44. [“The foregoing acre
foot allocations to the overlying pools are fixed. Any subsequent change in the Safe Yield shall
be debited or credited to the Appropriative Pool. Basin water available to the Appropriative Pool
without replenishment obligation may vary from year to year as the Operating Safe Yield is
determined by Watermaster pursuant to the criteria set forth in Exhibit “I”.’]) The Appropriative
Rights decreed by the Restated Judgment are to a share, expressed as a percentage, of the portion
of the Safe Yield that remains after the paramount overlying rights of the members of the
Overlying (Agricultural) and Overlying (Non-Agricultural) Pools are satisfied. (See Restated
Judgment, Exhibit “E”.) Accordingly, all of the members of the Appropriative Pool with rights in

the Operating Safe Yield are affected by a decline in the Basin’s Safe Yield.
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The Judgment foresaw the conversion of land in agricultural production to development
that would be under the service of the members of the Appropriative Pool, and provided that
water that is unproduced by the members of the Overlying (Agricultural) Pool (“Unproduced
Agricultural Water”) could be made available for use by the Appropriators. The manner in which
Unproduced Agricultural Water is allocated among the Appropriators follows from the Court
Approved Management Agreements. Based on the first priority of Unproduced Agricultural
Water to supplement any declines in the Basin’s Safe Yield (Restated Judgment, Exh. H, 1 10),
and the Peace II Agreement provisions providing that Desalter Induced Recharge will not be
included in the Safe Yield for the initial term of the Peace Agreement (Peace II Agreement, ¥
7.1), discussed further in section III.C, below, the effects of the Safe Yield reset, as described in
the 2015 SYRA, are felt by the Appropriators in the reduction in their allocations of Unproduced
Agricultural Water through their Land Use Conversion and Early Transfer Claims.

While both the City (City Opposition, at p. 2:14-23) and JCSD (Opposition to
Watermaster’s Motion Regarding 2015 Safe Yield Reset Agreement, Amendment of Restated
Judgment, Paragraph 6, filed by JCSD on January 19, 2016 (hereafter “JCSD Opposition™), at p.
9:4-12) have opposed the Safe Yield Reset Motion and estimated the claimed impacts of the
Court’s approval of the 2015 SYRA on the allocations of water to each,'® each of the
Appropriators would be affected by the reduction in available water for Land Use Conversion and
Early Transfer Claims, and it is clear that no member of the Appropriative Pool does or could
come out better than it was prior to the reduction in the Safe Yield and the implementation of the
provisions of the Court-Approved Management Agreements. (See Maurizio Suppl. Decl., Y 15-
21, Exh. 3.) While each Appropriator is affected differently, given its percentage of the
Operating Safe Yield and the Early Transfer quantity, and the degree to which land within its
service territory was formerly under agricultural irrigation and it had been allocated Unproduced

Agricultural Water based on the conversion of that property to service by the Appropriator, these

16 1t should be noted that JCSI)’s estimate utilizes its proffered interpretation as to the priority of
Land use Conversion claims over Early Transfer claims in the allocation of Unproduced
Agricultural Water among the members of the Appropriative Pool. (See Declaration of Todd
Corbin in Support of Opposition to Watermaster’s Motion regarding 2015 Safe Yield Reset
Agreement, Amendment of Restated Judgment, Paragraph 6, § 8.)

15

WATERMASTER’S REPLY TO OPPOSITIONS TO MOTION RE 2015 SAFE YIELD RESET AGREEMENT

EXHIBIT 7




BROWNSTEIN HYATT FARBER SCHRECK, LLP

1020 State Street
Santa Barbara, CA 931012711

o 0 =1 O

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

differing degrees of impacts are the result of evenhanded and uniform application, as the
reductions in the Appropriators’ Barly Transfer and Land Use Conversion claims are done on a

pro rata basis across the total claims of each.

C. The Use of Desalter-Induced Recharge to Offset Desalter Production was
Agreed to in the Peace II Agreement and Ordered by the Court: There is no
Confiscation or Ultra-Vires Allocation of Operating Safe Yield.

Both Chino and JCSD object to the proposed accounting for Desalter-Induced Recharge
that is described in Paragraph 5.2 of the 2015 SYRA - Chino claims that the Peace II Agreement
does not authorize the use of such water to offset Desalter Production (Chino Opposition, at pp.
11:24-12:26) and both Chino and JCSD object to the effects that allocating the Desalter-Induced
Recharge to Desalter production (and not as part of the allocable Safe Yield) have on the quantity
of Unproduced Agricultural Water available for reallocation after compensating for a reduction in
the Safe Yield and, in turn, their own Land Use Conversion Claims. (JCSD Opposition, at pp.
8:20-9:2; Chino Opposition, at pp. 21:15-24:5.)

The Court may take judicial notice of its own voluminous files that pertain to the
circumstances that gave rise to the construction of the Desalters and the administration of the
OBMP. In brief summary, the Court ordered Watermaster to construct and operate 30 MGD of
desalter capacity in 2000 and reserved the obligation for Future Desalters pursuant to its
continuing jurisdiction.

In December of 2007, the Court approved the Peace II Agreement along with amendments
to the OBMP Implementation Plan that laid the groundwork for the design, construction and now
operation of the last 10 MGD of desalting capacity required by the OBMP. The new water that
would be induced into the Basin by the operation of the Desalter and the Basin Re-
Operation/Hydraulic Control Strategy was a fundamental underpinning of these commitments,

As described in the 2015 SYRA and Watermaster’s Safe Yield Reset Motion, Desalter-
Induced Recharge is “induced recharge that arises from or is attributable to the Desalters.” (2013

SYRA, 95.2,) Such water is explicitly part of the definition of New Yield found in the Peace [

Agreement:

"New Yield" means proven increases in yield in quantities greater
16
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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 1 Desalter),
induced Recharge and other management activities implemented
and operational after June 1, 2000.” (Peace Agreement, §1.1(aa)
(emphasis added.)

Pursuant to Section 7.1 of the Peace II Agreement approved by this Court in 2007, this
water is not to be considered part of the allocable Safe Yield during the initial term of the Peace
Agreement so that it will be available for Desalter Production rather than for use by individual
parties to the Judgment, and “neither Watermaster nor the Parties will request that Safe Yield be
recalculated in a manner” that does so. (Peace II Agreement, § 7.1.) Paragraph 5.2(b) of the
2015 SYRA concisely 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 and is not considered Safe Yield.
There is no redistribution of Operating Safe Yield as alleged by the City.

Neither the City nor JCSD dispute that the first priority for Unproduced Agricultural
Water is to supplement the Operating Safe Yield allocations of the Appropriators should they be
reduced as a result of a reduction in the Safe Yield. (Restated Judgment, Exhibit “H”, § 10.(a)(1).
Based on the language of Peace II Agreement Section 7.1, it is as though the Safe Yield has
declined by 5,000 AFY plus the annual quantity of Desalter-Induced Recharge, and the
supplementing of the Appropriators” Operating Safe Yield rights and the effect of the same on the
Appropriators” allocations of Unproduced Agricultural Water for Land Use Conversion and Early

Transfer claims is the result that flows from the Court Approved Management Agreements.

D. The Allocation of Unproduced Agricultural Water Contemplated in the 2015
SYRA is Consistent with Watermaster’s Course of Conduct Pursuant to
Court Approved Management Agreements for the Past Nine Years

As described above, the priority system pursuant to which Unproduced Agricultural Water
is allocated among the members of the Appropriative Pool originates in Exhibit “H” to the
Restated Judgment — the Appropriative Pool Pooling Plan. (Restated Judgment, Exhibit “H”, §
10(a).) As the allocation of Unproduced Agricultural Water contemplated in paragraph 5.2(b) of

the 2015 SYRA is consistent with manner in which Watermaster has conducted such allocation
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for the past nine years — without objection from any Party (Maurizio Supp. Decl., at 9 8) — the
central issue raised by JCSD’s opposition is whether, in light of the Court Approved Management
Agreements, Watermaster has correctly interpreted that priority system in giving equal priority to
claims for reallocated water pursuant to the Land Use Conversion and Early Transfer
mechanisms.

Pursuant to Paragraph 38(a) of the Restated Judgment, Watermaster implements Pool
Committee policy recommendations for administration of the particular Pools. (Restated
Judgment, 38(a).) Since the entrance of the Judgment, Watermaster has administered the
provisions of the Pooling Plan regarding allocation of Unproduced Agricultural Water, including
allocation based on Land Use Conversion Claim, as the allocation framework has evolved over
the course of the implemeﬁtation of the Physical Solution.

Pursuant to the provisions of the Court-Approved Management Agreements, Watermaster
has administered the allocation of the Unproduced Agricultural Water, including the allocation of
production rights based on Land Use Conversion and Early Transfer claims. The rights of the
Appropriators subject to the stipulated Restated Judgment are subject to the terms therein, which
must be construed as a whole. (See Dow vs. Lassen Irrigation Co. (2013) 216 Cal. App.4th 766.)
In seeking the Court’s granting of the Safe Yield Reset Motion, Watermaster is not seeking to
change to the terms of the Court Approved Management Agreements, but is seeking the Court’s
confirmation of the interpretation of the manner in which Watermaster should administer them.

1. Background on Land Use Conversion and Early Transfer Claims

The 1978 Judgment in this case is unique among such groundwater basin adjudication
decrees in that it anticipated the conversion of land in agricultural use at that time, and provided
for the transition of the right to use water appurtenant to that property by the Appropriator that

would eventually provide municipal water service to that property.!” Pursuant to paragraph 10(b)

17 See Plaintiff’s Post-Trial Memorandum, 8:10-21 [“Unallocated Safe Yield Water. It is
contemplated that over a long period of years, agricultural production may well fall substantially
below the aggregate amount of the Safe Yield right allocated to the pool. That Safe Yield right
will remain available for agricultural use, but in a given year or a series of years there may be a
substantial amount of Safe Yield Water which is not pumped by Overlying Agricultural Pool
parties. The Judgment adopts a formula for allocating that unpumped water among the members
of the Appropriative Pool by first,, replacing any reductions in Safe Yield (the full impact of
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of the Appropriative Pool Pooling Plan (Judgment, Exh. “H”), Appropriators who undertook to
permanently provide water service to lands that had been put to use for irrigated agriculture for
the immediately preceding five years could submit a land use conversion claim to Watermaster,
pursuant to which Watermaster would allocate excess Ag Pool water on a pro rata basis to satisfy
such claims, (Judgment, Exh. “H”, § 10(b)(2).) Pursuant to the original 1978 Judgment, an
appropriator was limited, through the conversion mechanism, to no more than one-half of the
average amount of water that was actually used on the land prior to its conversion. (Judgment,
Exh. “H”, § 10(b)(3).) Any water left over after satisfaction of the conversion claims was to be
added to the Operating Safe Yield. (Judgment, Exh. “II”, § 10(b)(3).)

In 1995, the parties undertook a process pursuant to which the Judgment was amended to
include the designation of a defined area in which land use conversion, for purposes of
Reallocation of Unproduced Ag Water could occur'® (“Conversion Area No. 17) and establishing
a formula pursuant to which the amount of a conversion claim would be calculated. (November
17, 1995 Order Approving Amendments to Judgment; see Restated Judgment, Exh, “H”,
10(b)(3).) Pursuant to this formula, each acre converted from agricultural use to municipal
service would receive an allocation of 2.6 acre-feet, with one-half this amount being allocated to
the appropriator undertaking service of the property, and the other 1.3 acre-feet being allocated to
the appropriative pool as a whole. Any shortfall of water available for land use conversion was to
be spread amongst the parties on a pro rata basis.

The Peace Agreement further revised the formula used in the case of Ag Pool land use
conversion. (Order Approving Post-Order Memorandum and Confirming Judgment
Modifications (Apr. 19, 2001), p. 3.) Pursuant to this revision, the quantity of water allocated to
each converted acre was reduced to 2.0 acre-feet, but the entirety of this quantity was to be
allocated to the appropriator undertaking service of the converied property. ({d.,at p.3.) This

amendment did not alter the procedure for addressing shortfalls in water available to satisfy

which falls on the Appropriative Pool), and then to recognize the conversion of agricultural land
to municipal and domestic purposes.”]

1% At that time, a list of “conversion-eligible” parcels outside Conversion Area No. 1 was also
developed.
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conversion claims. The Peace Agreement additionally introduced the “Early Transfer”
mechanism, which provides for the reallocation of Unproduced Ag Water to the Appropriative
Pool on an annual basis, rather than according to the five year increment that had previously been
described in the Appropriative Pool Pooling Plan. Paragraph 5.3(g) of the Peace Agreement
required that Watermaster approve an Early Transfer of water to the Appropriative Pool in an
amount of not less than 32,800 acre-feet per year, which was the expected approximate quantity
of Unproduced Ag Water. The actual quantity of water subject to Early Transfer each year was to
be the greater of (1) 32,800 acre-feet or (i) 32,800 acre-feet plus the actual quantity of
Unproduced Ag Water for that Fiscal Year that is remaining after all the land use conversions
were satisfied. (Peace Agreement, §5.3(g).)!"° As described above, while the Peace Agreement’s
introduction of the concept of Early Transfer did away with the five year incremental evaluation
of the quantity of Unproduced Agricultural Water, in favor of an annual evaluation, Peace

Agreement Paragraph 5.3(g) was somewhat ambiguous as to how the Early Transfer relates to the

19 Paragraph 5.3(g) further described the mechanism for the Early Transfer as follows:

(i) The Early Transfer water shall be annually allocated among the
members of the Appropriative Pool in accordance with their pro-
rata share of the initial Safe Yield.

(i1) The Transfer shall not limit the Production right of the
Agricultural Pool under the Judgment to Produce up to 82,800 acre-
feet of water in any year or 414,000 acre-feet in any five years as
provided in the Judgment.

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

(iv) The parties to the Judgment and Watermaster shall Produce
water in accordance with the Operating Safe Yield and shall
procure sufficient quantities of Replenishment Water to satisty
over-Production requirements, whatever they may be, and avoid
Material Physical Injury to any party to the Judgment or the Basin;

(v) Nothing herein shall be construed as modifying the procedures
or voting rights within or by the members of the Agricultural Pool.

20
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hierarchy for Reallocation described in the Appropriative Pool Pooling Plan.?’ In order to
harmonize the concept of Early Transfer with Watermaster’s prior procedures in regard to land
use conversion and the reallocation of Unproduced Ag Water, section 6.3 of the Rules and
Regulations was created to specify the hierarchy as between land use conversion and the Early

Transfer. At the time of their approval by the Court in June 2001, section 6.3(a) read:

In each year, the 82,800 acre-feet being that portion of the Safe
Yield made available to the Agricultural Pool under the Judgment,
shall be made available:

To the Agricultural Pool to satisty all demands for overlying
Agricultural Pool lands;

To land use conversions that were completed prior to October 1,
2000,

To land use conversions that have been completed after October 1,
2000; and

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

(Rules and Regulations, § 6.3(a).)

20 Since the 1978 Judgment, Paragraph 10(a) of the Appropriative Pool Pooling Plan
(Exhibit “H” to the Restated Judgment) has described the mechanism for reallocation of

Unproduced Water as follows:

To the extent that, in any five years, any portion of the share of Safe
Yield allocated to the Overlying (Agricultural) Pool is not
produced, such water shall be available for reallocation to members
of the Appropriative Pool, as follows:

(a) Priorities. - Such allocation shall be made in the following
sequence:

(1) to supplement, in the particular year, water available from
Operating Safe Yield to compensate for any reduction in the Safe
Yield by reason of recalculation thereof after the tenth year of
operation hereunder.

2 pursuant to conversion claims as defined in Subparagraph
{(b) hereof.

(3) as a supplement to Operating Safe Yield, without regard to
reductions in Safe Yield.
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Section 6.3(c) of the Rules and Regulations described the manner in which Unproduced
Agricultural Water would be allocated in the event that, though Production by the Overlying
(Agricultural) Pool did not exceed its allocation in a single year or over a five year period, that
total Production from all of Ag Pool Production, Land Use Conversion claims and Early Transfer
exceeded 82,800 AFY. In that case, the members of the Appropriative Pool were required to
procure sufficient quantities of Replenishment Water to satisfy over-Production obligations,
whatever they may be, with specific provision made for the allocation of the costs of such
Replenishment Water. (2001 Rules and Regulations, § 6.3(c).)

The Peace Agreement provisions related to Early Transfer were subject to re-opener
provisions and were reconsidered in the Peace Il process. As part of the Peace 11 Measures, the
parties agreed to a modification of section 6.3(c)*! to eliminate the possible incurrence of a
Replenishment obligation associated with over-allocation of Unproduced Ag Water, and agreed
to a proportional reduction in the reallocation to members of the Appropriative Pool, 2 As part of

its obligations under the Conditions Subsequent arising out of the Court’s approval of the Peace I1

2l While the Peace II Agreement provides for the addition of this section, among others, o
Watermaster’s Rules and Regulations, the Watermaster has not yet undertaken a restated version
of the Rules and Regulations that includes this section. (Peace 11 Agreement, at 4.3
[acknowledging all Parties’ assent to revisions to the Rules and Regulations approved in
Watermaster Resolution No. 07-05].)

22 ¢(c) In the event actual Production from the Agricuitural Pool does not exceed 82,800 acre-feet
in any one year or 414,000 acre-feet in any five years but total allocation from all the uses set
forth in section 6.3(a) above exceeds 82,800 in any year, the amount of water made available to
the members of the Appropriative Pool under section 6.3(a) shall be reduced pro rata in
proportion to the benefits received by each member of the Appropriative Pool through such
allocation. This reduction shall be accomplished according to the following procedure:

1. All of the amounts to be made available under 6.3(a) shall
be added together. This amount shall be the “Potential Acre-Feet
Available” for Reallocation.

2. Each Appropriative Pool member’s requested share of the
Potential Acre-Feet Available for Reallocation shall be determined.
This share shall be expressed as a percentage share of the Potential
Acre-Feet Available for Reallocation.

3. Fach Appropriative Pool member’s share of the Potential

Acre-Feet Available for Reallocation shail be reduced pro rata
according to the percentage determined in 2 above.”
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Measures, in March 2008, Watermaster made a filing with the Court in response to Condition
Subsequent Three.® In response to Watermaster’s filings, Monte Vista Water District (“Monte
Vista™) submitted comments expressing concern over the procedures that would be used to
calculate reallocation of Unproduced Agricultural Pool water in the event of a decline in Safe
Yield.

By stipulation dated April 25, 2008, Watermaster committed to develop procedures that
would be responsive to Monte Vista’s concerns and to submit them to the Court for approval as
part of the updated Recharge Master Plan and Watermaster’s submission in compliance with
Condition Subsequent Number Eight. (Watermaster Compliance with Condition Subsequent
Eight (June 30, 2010), at p. 12.) Specific to the Unproduced Agricultural Water allocation, the
stipulation between Watermaster and Monte Vista required Watermaster to produce certain
information regarding an expected future range of Overlying (Agricultural) Pool production.
Watermaster produced this information and at the June 26, 2008 Appropriative Pool meeting, the
Appropriative Pool decided to convene a subcommittee to discuss the development of a procedure
to respond to Watermaster’s information provided. (Watermaster Compliance with Condition
Subsequent Eight (June 30, 2010), atp. 12.)

After the meeting of the subcommittee and review of a proposed policy, on December 18,
2008, the Watermaster Board approved the agreed upon procedures and instructed counsel to
include a description of these procedures in the filing to be made in compliance with Condition
Subsequent Fight. (Watermaster Compliance with Condition Subsequent Eight (June 30, 2010),
at p. 12.) This procedure was subsequently approved by the Court pursuant to its 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 (emphasis added).?* The resolution was approved at the December

2008 meetings of the three Pools, Advisory Committee, and the Board (Watermaster Compliance

23 Condition Subsequent Number Three required Watermaster to prepare and submit for approval
a new Hydraulic Control technical report addressing factors in the Special Referee’s Final Report
and Recommendations, as well as a technical analysis of the projected decline in safe yield and a
definition and analysis of “new equilibrium” issues.
24 The JCSD Opposition omits a discussion of this order.
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with Condition Subsequent Eight, at p. 12), and no party opposed Watermaster’s submittal to the
Court requesting its order of the same. (Order Approving Watermaster’s Compliance with
Condition Subsequent Number Fight and Approving Procedures to be Used to Allocate Surplus
Agricultural Pool Water in the Event of a Decline in Safe Yield (Oct. 8, 2010), at p. 3.)

The procedure that was agreed upon and approved by the Board, and, subsequently, the
Court, is detailed in a December 8, 2008 memorandum from Watermaster General Counsel to the
Appropriative Pool. The procedure specifies that, in the event that Operating Safe Yield is
reduced because of a reduction in Safe Yield, Watermaster will follow the reallocation hierarchy
provided for in the Appropriative Pool Pooling Plan by first applying the unallocated Ag Pool
water to compensate the Appropriative Pool members for the reduction in Safe Yield. (Restated
Judgment, Exhibit “H”, paragraph 10(a).) If, thereafter, there is unallocated water left,
Watermaster will then follow the remainder of the hierarchy and reallocate unallocated
Agricultural Pool water next to land use conversion claims and Early Transfer, and then to

supplement the Operating Safe Yield without regard to reductions in Safe Yield.

2. Watermaster has Allocated Unproduced Agricultural Water in the Manner
Contemplated in the 2015 SYRA for Nine Years without Objection

The crux of the issue raised by JCSD is whether, following a decline in the Basin’s Safe
Yield, in its administration of the Appropriative Pool Pooling Plan, Watermaster should be
directed to allocate Unproduced Agricultural Water among the members of the Appropriative
Pool in the manner posited by JCSD — an originalist interpretation of the Pooling Plan, as it has
not been formally amended — or in the manner in which Watermaster has done since the Court’s
approval of the Peace Il Agreement (Maurizio Supp. Decl., at Y 8), as paragraph 5.2(b) of the
2015 SYRA provides. Watermaster has construed the Appropriative Pool Pooling Plan pursuant
to the Peace II Measures’ amendment to section 6.3(c) of the Rules and Regulations, and would
continue to allocate Unproduced Agricultural Pool water to members of the Appropriative Pool in
that manner, consistent with the Court’s 2010 Order specifically pertaining to how to proceed in
the event of a decline in Safe Yield, and as described in paragraph 5.2(b) of the 2015 SYRA.

Watermaster requests the Court’s confirmation of the appropriateness of its prior accounting and
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instruction to proceed consistent with its present practices.

IV. CONCLUSION

Paragraphs 39, 40 and 41 represent the cornerstone of the Judgment’s Physical Solution.
Paragraph 39 commands compliance with Article X, § 2 of the California Constitution and
maximizing beneficial use. Paragraph 40 empowers Watermaster and the Court with maximum
flexibility to address issues as they may arise in the future within the framework of the Judgment.
Paragraph 41 tasks Watermaster with the responsibility to adopt an OBMP.

These considerations lead to the conception, design, approval, construction and ongoing
implementation of a prolific program that has facilitated expanded use of recycled water, the
construction of 40,000 AFY of new desalting capacity, recharge facilities, water transfers and the
storage and recovery of large quantities of water in the Basin over the past 15 years. At the same |
time, these advancements must be undertaken in such a way to avoid harm to the Basin given
emerging hydrologic and cultural realities.

An intricate set of checks and balances enables this to occur through substantial
stakeholder input as a guide to Watermaster decision-making, such as the very process that
unfolded here. In the end, the Court is available to consider the wisdom of Watermaster’s actions
and its recommendations and the Judgment makes it clear its continuing jurisdiction is tailor
made for this specific purpose.

Watermaster has judiciously recommended that the Safe Yield be reset to 135,000 AFY in
light of the best available information to protect the Basin against harm. It also seeks to place a
failsafe measure of protections on the withdrawal of water from storage in the event a substitute
plan cannot be agreed upon by stakeholders. And, finally it seeks to secure confirmation from the
Court on certain existing accounting interpretations that will allow Watermaster to levy
assessments for its operations and to allow the Parties to plan the next increment of actions under
the OBMP. In rebuttal, the opposing Parties offer unsupported interpretations inconsistent with
law, prior agreements, and Watermaster’s custom and practice.

For all these reasons, Watermaster believes its recommendations are in the best interest of

the Basin and are being made in furtherance of its good faith administration of its responsibilities
25
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under the Judgment. Upon its fair review of the record, we respectfully request the Court’s

coneurrence.

Dated: February 1, 2016 BROWNSTEIN HYATT FARBER
SCHRECK, LLP

e .
By: /g/u‘é’%} / /4-W ,,,,,,,,,,,,,,,,,,,,,,,

SCOTT S. SLATER

BRADLEY J. HERREMA
ATTORNEYS FOR

CHINO BASIN WATERMASTER

038350\0036\14425813.3
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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, 8641 San Bernardino Road,
Rancho Cucamonga, California 91730, telephone (909) 484-3888.

On February 1, 2016 | served the following:

WATERMASTER'S REPLY TO OPPOSTITIONS TO MOTION REGARDING 2015 SAFE YIELD
RESET AGREEMENT, AMENDMENT OF RESTATED JUDGMENT, PARAGRAPH 6

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.

BY FACSIMILE: | 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
fransmission to the email address indicated. The fransmission was reported as complete on the
fransmission 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
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Executed on February 1, 2016 in Rancho Cucamonga, California.

o ..

R N e LA Ry &g

By: Janine Wilson
Chino Basin Watermaster

EXHIBIT 7




BRIAN GEYE

AUTO CLUB SPEEDWAY
9300 CHERRY AVE
FONTANA, CA 92335

STEVE ELIE -

IEUA

3674 WHIRLAWAY LANE
CHING HILLS, CA 81709

DON GALLEANO
WMWD

4220 WINEVILLE ROAD
MIRA LOMA, CA 91752

JEFF PIERSON
PO BOX 1440
LONG BEACH, CA 90801-1440

BOB KUHN

THREE VALLEYS MWD
669 HUNTERS TRAIL
GLENDORA, CA 91740

TOM THOMAS

CITY OF UPLAND

353 EMERSON STREET
UPLAND, CA 91784

JIM BOWMAN

COUNCIL MEMBER, CITY OF ONTARIO
303 EAST B STREET

ONTARIO, CA 81764

ALLEN HUBSCH

HOGAN LOVELLS US LLP
1899 AVENUE OF THE STARS
SUITE 100

LOS ANGELES, CA 90067

ROBERT BOWCOCK

INTEGRATED RESOURCES MGMNT
405 N. INDIAN HILL BLVD
CLAREMONT, CA 91711-4724

PAUL HOFER
11248 S TURNER AVE
ONTARIO, CA 91761

JAMES CURATALO

CUCAMONGA VALLEY WATER DIST
PO BOX 638

RANCHO CUCAMONGA, CA 91729

BOB FEENSTRA
2720 SPRINGFIELD ST,
ORANGE, CA 92867

EXHIBIT 7




Members:

Allen W, Hubsch
Andrew Gagen
Andrew Lazenby
Arthur Kidman
Catharine Irvine
Chris Swanberg

Dan McKinney
David Aladjem

Eddy Beltran

Fred Fudacz

Jean Cihigoyenetche
Jerry Eagans

Jilt Willis

Jim Markman
jimmy@city-attorney.com
Joel Kuperberg

John Harper

John Schatz

Joseph S. Aklufi
Kimberly Hall Barlow
Mark D. Hensley
Martin Cihigoyenetche
Michelle Staples
Nick Jacobs

Paeter k. Garcia
Paige H. Gosney
Randy Visser

Robert E. Donlan
Rodney Baker

Steve Kennedy
Tarquin Preziosi
Timothy Ryan

Tom Bunn

Tom McPeters
Tracy J. Egoscue
Trish Geren

William J Brunick

allen.hubsch@hoganlovells.com
agagen@kidmanlaw.com
lazenbyag@bv.com
akidman@kidmanlaw.com
cirvine@DowneyBrand.com
chris.swanberg@corr.ca.gov
dmckinney@douglascountylaw.com
daladjem@downeybrand.com
ebelfran@kidmanlaw.com
ffudacz@nossaman.com
Jean_CGC@hotmail.com
geagans@redwineandsherrill.com
inwillis@bbklaw.com
imarkman@rwglaw.com
jimmy@city-attorney.com
jkuperberg@rutan.com
jrharper@harperburns.com
jschatz13@cox.net
AandWlLaw@acl.com
khb@jones-mayer.com
mhensley@hensleylawgroup.com
martinc@cgclaw.com
mstaples@jdtplaw.com
njacobs@somachlaw.com
paeter.garcia@bbklaw.com
pgosney@jdtplaw.com
RVisser@sheppardmullin.com
red@eslawfirm.com
rodbaker03@yahoo.com
skennedy@bmklawplc.com
tp@jones-mayer.com
tiryan@sgvwater.com
TomBunn@Lagericf.com
THMcP@aol.com
tracy@egoscuelaw.com
tgeren@sheppardmullin.com
bbrunick@bmblawoffice.com

EXHIBIT 7



Members:

Al Lopez

Alfonso Ruiz Jr.
Andrew Silva
Andy Campbell
Andy Malone
Anna Truong
Annette Gonzales
Anthony Beckham
April Robitaille
April Woodruff
Arnold "AJ" Gerber
Arnold Rodriguez
~ Art Bennett
Ashok Dhingra
Ben Lewis

Ben Peralta

Bill Leever

Bill Thompson
Bob Bowcock
Bob Feenstra
Bob Kuhn

Bob Kuhn

Bob Page

Brad Herrema
Brandon Howard
Brenda Fowler
Brenda Trujillo
Brent Yamasaki
Brian Geye

Brian Hess

Carol Bennett
Carcl Boyd
Carolina Sanchez
Casey Costa
Chad Blais
Charles Field
Charles Linder
Charles Moorrees
Chino Hills City Council
Chris Berch
Chuck Hays
Cindy Cisheros
Cindy lL.aCamera
Cindy Li

Craig Miller
Craig Stewart
Cris Fealy

Curtis Paxton
Curtis Stubbings
Dan Arrighi

Dan Hostetler
Danielle Soto
Danni Maurizio
Darron Poulsen
Daryl Grigsby
Dave Argo

Dave Crosley
David D DelJesus
David De Jesus
David Huskey
David Lovell
David Penrice

lopezsixio@netzero.net
Alfonso.Ruiz@gerdau.com
Andrew.Silva@cao.sbcounty.gov
acampbell@ieua.org
amalone@weiwater.com
ATruong@cbwm.org
agonzales@ci.ontario.ca.us
beckham@waterexchange.com
arobitaille@bhfs.com
awoodruff@ieua.org
agerber@parks.sbcounty.gov
jarodriguez@sarwe.com
citycouncil@chinohills.org
ash@akdconsulting.com
benjamin.lewis@gswater.com
bperalta@tvmwd.com
Wieever@ieua.org
bthompson@ci.norco.ca.us
bbowcock@irmwater.com
bobfeenstra@gmail.com
bgkuhn@aol.com
bkuhn@tvmwd.com
bpage@cao.sbcounty.gov
bherrema@bhfs.com
brahoward@niagarawater.com
balee@fontanawater.com
brendatrujillo@chinohills.org
byamasaki@mwdhZo.com
bgeye@autoclubspeedway.com
bhess@niagarawater.com
chennett@tkeengineering.com
Carol.Boyd@doj.ca.gov
csanchez@weiwater.com
ccosta@chinodesalter.org
cblais@ci.norco.ca.us
cdfield@att.net
Charles.Linder@nrgenergy.com
cmoorrees@sawaterco.com
citycouncil@chinohills.org
CBerch@ieua.org
chays@fontana.org
cindyc@cvwdwater.com
clacamera@mwdh2o.com
Cindy.li@waterboards.ca.gov
CMiller@wmwd.com
Craig.Stewart@amec.com
cifealy@fontanawater.com
cpaxton@chinodesalter.org
Curtis_Stubbings@praxair.com
darrighi@sgvwater.com
dghostetler@csupomona.edu
danielle_soto@CI.POMONA.CAUS
DMaurizio@cbwm.org
darron_peculsen@ci.pomona.ca.us
daryl_gribsby@eci.pomona.ca.us
argodg@bv.com
DCrosley@cityofchino.org
tvmwddivZrep@gmail.com
ddejesus@tvmwd.com
David.Huskey@cdcr.ca.gov
dioveli@dpw.shcounty.gov
dpenrice@acmwater.com



David Ringel

David Starnes
Dennis Doocley
Dennis Mejia
Dennis Poulsen
Dennis Williams
Diana Frederick
Don Cutler

Don Galleano

Earl Elrod

Ed Diggs

Eric Fordham

Eric Garner

Eric Leuze

Erika Clement
Eunice Ulloa

Frank Brommenschenkel
Frank LoGuidice
Frank Yoo

Gabby Garcia
Gailyn Watson
Gene Koopman
Geoffrey Kamansky
Geoffrey Vanden Heuvel
Gerald Yahr
Giannina Espinoza
Gloria Rivera
Grace Cabrera
Greg Woodside
Gregory H. Morrison
Helen Arens

Henry DeHaan
James Curatalo
James Jenkins
James McKenzie
Jane Anderson
Janine Wilson
Jasmin A. Hall
Jason Marseilles
Jason Pivovaroff
Jean Perry

Jeanina M. Romero
Jeannette Vagnozzi
Jeffrey Bruny
Jeffrey L. Pierson
Jesse White

Jesus Placentia

Jill Willis

Jim Bowman

Jim Taylor

Jo Lynne Russo-Pereyra
Joe Graziano

Joe Grindstaff

Joe Joswiak

Joe P LeClaire
John Abusham
John Bosler

John Huitsing

John Lopez and Nathan Cole

John V. Rossi
Jon Lambeck
Jose Alire
Jose Galindo
Josh Switt

‘ david.j.ringel@us.mwhglobal.com

david.starnes@mcmecnet.net
ddooley@angelica.com
dmejia@ci.ontario.ca.us
dpoulsen@californiasteel.com
dwilliams@geoscience-water.com
diana.frederick@cdcr.ca.gov
deutler@jesd.us
donald@galieanowinery.com
eari.elrod@verizon.net
edd@cvwdwater.com
eric_fordham@geopentech.com
eric.garner@bbkiaw.com
Eric.Leuze@nrgenergy.com
Erika.clement@sce.com
eulloa@cbwecd.org
frank.brommen@verizon.net
faloguidice@sgvwater.com
FrankY@chbwm.org
ggarcia@mvwd.org
gwatson@airports.sbcounty.gov
GTKoopman@aol.com
gkamansky@niagarawater.com
GeoffreyVH@iuno.com
yahrj@koll.com
gia.espinoza@gerdau.com
gloriar@cvwdwater.com

grace _cabrera@ci.pomona.ca.us
gwoodside@ocwd.com
gmorrison@bhifs.com
Helen.Arens@doj.ca.gov
hpdehaan@verizon.net
jamesc@cvwdwater.com
cnomgr@airports.shcounty.gov
jmckenzie@dpw.sbcounty.gov
janderson@jcsd.us
JWilson@cbwm.org
jhall@ieua.org
jmarseilles@ieua.org
jpivovaroff@ieua.org
JPerry@wmwd.com
jromero@ci.ontario.ca.us
UplandCityClerk{@ci.upland.ca.us
jeffrey.bruny@NOV.com
ipierson@intexcorp.com

jesse . white@gerdau.com
jplasencia@cityofchino.org
jnwillis@bbklaw.com
jpowman@ci.ontario.ca.us
jim_taylor@ci.pomona.ca.us
jolynner@cvwdwater.com
jgraz4077@acl.com
igrindstaff@ieua.org
JJoswiak@cbwm.org
leclairgjp@cdmsmith.com
john.abusham@nrg.com
JohnBo@cvwdwater.com
johnhulitsing@gmail.com
customerservice@sarwc.com
jrossi@wmwd.com
jlambeck@mwdh2o.com
jalire@cityofchino.org
jose_a_galindo@praxair.com
jmswift@fontanawater.com

EXHIBIT 7



Julie Cavender
Julie Saba

Justin Brokaw
Justin Nakano
Justin Scoif Coe
Karen Johnson
Kathleen Brundage
Kathy Kunysz
Kathy Tiegs

Keith Person
Kelly Berry

Ken Jeske

Ken Waring

Kevin Blakeslee
Kevin Sage

Kurt Berchtold
Kyle Snay

Landon Kern
Laura Mantilla
Lawrence Dimock
| ee Moore

Linda Jadeski
Linda Minky

Lisa Hamilton
Lisa Leabo

Lisa Lemoine
Marco Tule
Maribel Sosa
Mark Wiley
Marsha Westropp
Martin Zvirbulis
Mathew C. Ballantyne
Matthew H. Litchfield
Michael Sigsbee
Michelle Lauffer
Mike Maestas

' julie.cavender@cdcr.ca.gov

jsaba@jcsd.us
jorokaw@hughes.net
JNakano@cbwm.org
iscoticoe@mvwd.org
kejwater@aol.com

kathleen.brundage@californiasteel.com

kkunysz@mwdh2c.com
Kathyt@cvwdwater.com

keith.person@waterboards.ca.gov

KBerry@sawpa.org
kjeske1@gmail.com
kwaring@jcsd.us
kblakeslee@dpw.sbecounty.gov
Ksage@IRMwater.com
kberchtold @waterboards.ca.gov
kylesnay@gswater.com
lkern@cityofchino.org
Imantilla@ieua.org
lawrence.dimock@cdcr.ca.gov
Lee.Moore@nrgenergy.com
ljadeski@wvwd.org
LMinky@BHFS.com
lisa.hamilion@amecfw.com
fleabo@cbwm.org
LLemoine@wmwd.com
marco.tule@nrg.com
Maribel_Sosa@eci.pomona.ca.us
mwiley@chinohills.org
MWestropp@ocwd.com
martinz@cvwdwater.com
mballantyne@cityofchino.org
miitchfield @wvwd.org
msigshee@ci.ontario.ca.us
miauffer@jecsd.us
mikem@cvwdwater.com

EXHIBIT 7



Members:

Maria Flores

Maria Mendoza-Tellez
Marilyn Levin

Mario Garcia

Mark Kinsey

Mark Wildermuth, PE
Marla Doyle

Martha Davis
Martin Rauch

Meg McWade
Melanie Otero
Melissa L. Walker
Michael Adler
Michael Camacho
Michael P. Thornton
Michael T Fife
Michael Thompson
Mike Sigsbee
Monica Heredia
Moore, Toby
Nadeem Majaj
Nathan deBoom
Neetu Gupta

Noah Golden-Krasner
Pam Sharp

Pam Wilson
Pamela Anderson
Patty Jett

Paul Deutsch

Paul Hofer

Paul Hofer

Paul Leon

Paula Lantz

Peggy Asche

Penny Alexander-Kelley
Pete Hall

Peter Hettinga
Peter Kavounas
Peter Rogers
Rachel Avila
Ramsey Haddad
Randall McAlister
Raul Garibay

Ray Wilkings

Rene Salas

Rick Darnell

Rick Hansen

Rick Rees

Rick Zapien

Rita Pro

Rob Vanden Heuvel
Robert C. Hawkins
Robert Craig
Robert Del.oach
Robert F. Messinger
Robert Neufeld
Robert Tock

Roberi Wagner
Rogelio Matta
Roger Florio

Roger Han

Ron Craig

mflores@ieua.org
MMendoza@weiwater.com
marilyn.Jevin@doj.ca.gov
mgarcia@tvmwd.com
mkinsey@mvwd.org
mwildermuth@weiwater.com
marta_doyle@ci.pomona.ca.us
mdavis@ieua.org
martin@rauchcc.com
meg_mcwade@ci.pomona.ca.us
melanie_otero@ci.pomona.ca.us
mwalker@dpw.sbcounty.gov
michael.adler@memcnet.net
MCamacho@pacificaservices.com
mthornton@tkeengineering.com
MFife@bhfs.com
michael.thompson@cdcr.ca.gov
msigshee@ci.ontario.ca.us
mheredia@chinohills.org
TobyMoore@gswater.com
nmajaj@chinchills.org
n8deboom@gmail.com
ngupta@ieua.org
Noah.geidenkrasner@doj.ca.gov
PSharp@chinohills.org
pwilson@bhfs.com
pandersen@niagarawater.com
piett@spacecenterinc.com
paul.dettsch@amec.com
farmwatchtco@aol.com
farmerhofer@aol.com
pleon@ci.ontario.ca.us
paula_lantz@ci.pomona.ca.us
peggy@wvwd.org
Palexander-keiley@cc.sbeounty.gov
rpetehall@gmail.com
peterhettinga@yahoo.com
PKavounas@cbwm.org
progers@chinchilis.org
R.Avila@MPGLAW.com
ramsey.haddad@ecaliforniasteel.com
randall.mcalister@ge.com
raul_garibay@ci.pomona.ca.us
rwilkings@autoclubspeedway.com
Rene_Salas@ci.pomona.ca.us
Richard.Darneli@nrgenergy.com
rhansen@tvmwd.com
Richard.Rees@amec.com
rzapien@cbwm.org
rpro@cityofchino.org

robert.t. van@gmaii.com
RHawkins@earthlink.net
reraig@jcsd.us
robertadeloach1@gmail.com
rmessinger@cc.shcounty.gov
robneu1@yahoo.com
rtock@jcsd.us
rwagner@wbecorp.com
rmatta@fontana.org
roger.florio@ge.com
roger_han@praxair.com
ronc@mbakerintl.com

EXHIBIT 7



Ron LaBrucherie, Jr.
Rosemary Hoerning

Ryan Shaw
Sandra S. Rose
Sarah Kerr
Sarah Schneider
Scott Burton
Scott Runyan
Scotit Slater
Shaun Stone
Sheri Rojo
Sonya Barber
Sonya Bloodworth
Sophie Akins
Stella Gasca
Stephanie Riley
Steve Nix

Steve Riboli
Steven J. Elie
Steven J. Elie
Suki Chhokar
Sylvie Lee

Tara Rolfe, PG
Taya Victorino
Teri Layton
Terry Catlin
Todd Corbin
Todd Minten
Tom Crowley
Tom Cruikshank
Tom Harder
Tom Haughey
Tom O'Neill
Tom Thomas
Toni Medel
Tracy Tracy
Van Jew

Vicki Hahn
Vicky Rodriguez
W. C. "Bill" Kruger
Willian Urena

" ronl.aBrucherie@gmail.com

rhoerning@ci.upland.ca.us
rshaw@ci.ontario.ca.us
directorrose@mvwd.org
skerr@ci.ontario.ca.us
sarah.schneider@amec.com
sburton@ci.ontario.ca.us
srunyan@cc.sbcounty.gov
sslater@bhfs.com
sstone@ieuva.org
smrojo@aol.com
sharber@ci.upland.ca.us
sbloodworth@wmwd.com
Sophie. Akins@cc.sbecounty.gov
sgasca@ci.ontario.ca.us
sriley@ieua.org
snix@chinohills.org
steve.riboli@sanantoniowinery.com
selie@ieua.org
s.elie@mpglaw.com
schhokar@sdcwa.org
slee@ieua.org
TRolfe@weiwater.com
tayav@cvwdwater.com
tlayton@sawaterco.com
ticatlin@wfajpa.org
tcorbin@jcsd.us
tminten@chinodesalter.org
fcrowley@wvwd.org
tcruikshank@spacecenterinc.com
tharder@thomashardercompany.com
tom@haugheyinsurance.com
toneill@ci.ontario.ca.us
tthomas@insuranceinc.com
mmedel@rbf.com
ttracy@mvwd.org
view@mvwd.org
vhahn@tvmwd.com
vrodrigu@ci.ontario.ca.us
citycouncil@chinchills.org
WURENA@ANGELICA.COM

EXHIBIT 7



EXHIBIT &



1020 State Street

BROWNSTEIN HYATT FARBER SCHRECK, LLP
Santa Barbara, CA 831012711

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

SCOTT S. SLATER (State Bar No. 117317) FEE EXEMPT _
BRADLEY J. HERREMA (State Bar No. 228976) o -
BROWNSTEIN HYATT FARBER SCHRECK, LLP

1020 State Street
Santa Barbara, CA 93101-2711

- Telephone: 805.963.7000

Facsimile: 805.965.4333

Aftorneys 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. WATERMASTER’S FURTHER
_ RESPONSE TO ORDER FOR
CITY OF CHINO, et al., ADDITIONAL BRIEFING

Defendant. Date: May 6, 2016
Time: 1:30 P.M.
Dept.: R-6

On March 22, 2016, the Court issued its Order for Additional Briefing and Continuing
Hearing for All Matters Currently Scheduled for April 8 to May 6, 2016 (“Order”). On April 1,
Watermaster filed its Response to Order for Additional Briefing as to the Court’s questions 1-3 as
stated on page 2 of its Order (“Watermaster’s Response™). Upon review of the City of Chino’s
and Jurupa Community Services District’s (“JCSD”) responses, Watermaster provides this
supplemental response.

1) Does Desalter-induced recharge physically occur? Is it an accounting

concept? Is it something more, less, or additional?

In its response to the Court’s first question, the City of Chino contends that Watermaster
hag improperly crafted result-oriented characterizations of New Yield and Desalter-induced

recharge to support its accounting practices. The City contends that induced recharge is not New
[
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Yield but rather “it is a fiction created for SYRA.” ’ The City’s contentions are counterfactual.

The City’s argument is based on its assertion that the term induced recharge was “not in
the definition of New Yield” and further, that Desalter-induced New Yield was not an intended
consequence of the Desalters as initially agreed pursuant to the Peace Agreement. Both these
assertions are incorrect.

As described in Watermaster’s Response in regard to the Court’s questions 1 and 2,
Desalter-induced recharge unequivocally meets the definition of New Yield. Indeed, this was the
subject of significant Watermaster briefing in response to questions raised by the Court’s Special
Referee at the time the Court considered and approved the Peace Agreement and the OBMP
Implementation Plan.” This fact is also recited in the 2002 Court approved Watermaster Rules

and Regulations to implement Peace Agreement:

New Yield is expected to result from a variety of conditions,
including but not limited to enhanced Basin management, increased
stormwater Recharge, induced Recharge from operation of the
Desalters, injection, and changes in land use patterns.’

Moreover, the Peace 11 Agreement expressly identified Desalter-induced recharge as a
specific form of New Yield for unique treatment, (as distinguished from all other forms of New

Yield). Section 7.1 of the Peace IT Agreement is actually entitled “New Yield Atiributable to the

Desalters” and unambiguously declares how it is to be handled in the event of a redetermination
of Safe Yield.

In the Project Description presented to the Court in connection with the evaluation of the
Peace II Measures, it states that “New Yield is expected to come from...new induced recharge of
the Santa Ana River upstream of Prado Dam.”* This New Yield is calculated based on the
amount of recharge induced by the Desalters and not, as the City suggests, on “a comparison
between the fotal amount of water recharging the Basin at the time of Peace I and thereafter...”
The availability of this New Yield for the ascribed purposes was not conditioned on an increased
Safe Yield. The City cites no authority for its proposed interpretation, and it is inconsistent with
the record of approval for the Peace Agreement, the Peace Il Measures and Watermaster’s

subsequent accounting for individual sources of new supply on a source by source basis; e.g.

2
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stormwater, Desalter-induced recharge.

2.) How did the parties arrive at the figure of 50% of the total Desalter
production (up to a maximum of 20,000 AFY of recharge) to be deemed
induced recharge? Why should Watermaster reduce Safe Yield by that
amount each year?

The projection of 50% of Desalter production as the quantity of the Desalter-Induced
Recharge (as a form of New Yield) was the product of technical analysis undertaken by
Watermaster’s hydrologic consultant utilizing the 2013 updated groundwater model. The
analysis was presented in technical review sessions and deseribed in the draft model update
reports that were made available to all stakeholders, All stakeholders were provided the
opportunity to review and comment on this analysis. Watermaster is not aware of any concefn or
objection previously expressed by any person concerning the manner in which this projection was
done.

3) How does a reduction in Safe Yield affect Operating Safe Yield?

Both responses provided by the City of Chino and JCSD omit a key fact: Section 6.3(c) of
the Watermaster Rules and Regulations, as amended pursuant to the Peace Il Measures provides
that water unused by members of the Agricultural Pool shall be divided equally between Land
Use Conversions and Early Transfers. The Court’s October 8, 2010 Order’ provides that this
shall be done even if the Safe Yield declines. For the first time, approximately five years
following this Order, the City and JCSD would set it aside and thereby unwind accounting, Court
approvals and agreements impliedly if not expressly made in reliance thereon.

4) To Jurupa Community Services District (JCSD) and Watermaster: In its reply,
‘Watermaster points out that J' CSD in its opposition did not address the Court's October 8,
23, 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. To JCSD: please do so by additional briefing date set
forth below: April 1, 2016. To Watermaster: please file any additional reply by the briefing

date set forth below: April 11, 2016.
3
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The Chino Basin is one of the largest groundwater basins in Southern California,
representing a water source for more than 1 million residents of the Inland Empire in support of a
billion dollar economy. As the Court is completely aware, the Court Approved Management
Agreements were the subject of exhaustive consideration and deliberation by the Parties with
continuing oversight by this Court. While the agreements and subject matter are admittedly
complex, they are commensurate with the important issues that must be addressed in the
management of the Basin.

It has been nearly nine years since this Court approved the Peace II Measures ordering
Watermaster to proceed with the Desalter expansion, and more than five years after this Court
issued a further order confirming the methodology for distributing water among appropriators to
satisfy Land Use Conversions and as an Early Transfer in the event of a decline in Safe Yield.
JCSD’s objection at this time is inconsistent with the manner in which the Parties — including

JCSD — have agreed and the Court has previously ordered® that the Basin be managed.

Dated: April 11, 2016 BROWNSTEIN HYATT FARBER
SCHRECK, LLP

Lt f

SCOTT S. SLATER

"BRADLEY J. HERREMA
ATTORNEYS FOR
CHINO BASIN WATERMASTER

03835000001\14620438.1

! City of Chino’s Responses at p. 4 line 20.

2 See, e.g., Post Order Memorandum, October 26, 2000 at p. 12“[1]t is possible if not probable
that the Desalters will serve to induce some new or additional Recharge beyond the quantities
achieved in the present historical record.”

? Watermaster Rules and Regulations, § 6.2(¢) (emphasis added).
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* Peace II Measures, Attachment “A* Project Description for the 2007 Amendment to the Chino Basin Optimum
Basin Management Program. at p. 5.

5 Section III(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.

¢ The issue having been submitted previously for express ruling by the Court in its October 8,
2010 Order is subject to issue preclusion while the delay in raising the matter post-completion of
the Desalters themselves is prejudicial and subject to waiver by laches.
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WATERMASTER’S FURTHER RESPONSE TO ORDER FOR ADDITIONAL BRIEFING
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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; ielephone (909) 484-3888.

On April 11, 2016 | served the following:
1. WATERMASTER’S FURTHER RESPONSE TO ORDER FOR ADDITICNAL BRIEFING
[ 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 atfached service list: Mailing List 1
!/ BY PERSONAL SERVICE: |caused such envelope tc be delivered by hand to the addressee.
{_/ BY FACSIMILE: | 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 April 11, 2018 in Rancho Cucamonga, California.

/ N“)i{\w”\\ EN . ‘\‘\ EK Ly
By: Jar?e Witson
ChinoBasin Watermaster
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BRIAN GEYE

AUTO CLUB SPEEDWAY
9300 CHERRY AVE
FONTANA, CA 92335

STEVE ELIE

[EUA

3674 WHIRLAWAY LANE
CHINO HILLS, CA 91709

DON GALLEANOC
WMWD

4220 WINEVILLE ROAD
MIRA LOMA, CA 91752

JEFF PIERSON
PO BOX 1440
LONG BEACH, CA 90801-1440

BOB KUHN

THREE VALLEYS MWD
669 HUNTERS TRAIL
GLENDORA, CA 91740

TOM THOMAS

CITY OF UPLAND

353 EMERSON STREET
UPLAND, CA 91784

JIM BOWMAN

COUNCIL MEMBER, CITY OF ONTARIO
303 EAST B STREET

ONTARIO, CA 91764

ALLEN HUBSCH

HOGAN LOVELLS US LLP
1999 AVENUE OF THE STARS
SUITE 100

LOS ANGELES, CA 90067

ROBERT BOWCOCK

INTEGRATED RESOURCES MGMNT
405 N. INDIAN HILL BLVD
CLAREMONT, CA 91711-4724

PAUL HOFER
11248 S TURNER AVE
ONTARIO, CA 91761

JAMES CURATALO

CUCAMONGA VALLEY WATER DIST
PO BOX 638

RANCHO CUCAMONGA, CA 81729

BOB FEENSTRA
2720 SPRINGFIELD ST,
ORANGE, CA 92867
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SUPERIOR COURT FOR THE STATE OF CALIFORNIA
FOR THE COUNTY OF SAN BERNARDINO

CHINO BASIN MUNICIPAL WATER ) Case No. RCV 51010

DISTRICT,
Plaindff,
ORDERS for Watermastet’s Motion
Vs, jl}legatdlng 2(}35 Sage Yield {Rﬁset 4
eement, Amendment of Restate
CITY OF CHINO, et al,, Judgement, Paragraph 6
Defendants Date: Aptil 28, 2017
Time: 1:30 PM

Depattment: S35

Watermastet’s Motion Regarding 2015 Safe Yield Reset Agreement,
Amendment of Restated Judgment, Paragraph 6, joined by The Chino Basin
Opverlying (Agticultural) Pool Committee and The Inland Empire Utilities Agency
(“IEUA”) and opposed by Jurupa Community Setvices District (“JCSD”) and the

City of Chino (“Chino”) is granted in patt and denied in part for the reasons set forth

herein. The court grants the motion with respect to amending the restated judgment

to reset the Safe Yield of the basin to 135,000 AFY.
Howevet, the court denies all other parts of SYRA including the motions to

amend the schedule for access to Re-Opetration Watet and. The court denies the

motion to institute Safe Storage Management Measutes. The court makes additional

otders regarding priorities and with respect to access for Re-Opetation Desaltet

Safe Yield Reset Agreement Motion
Final Rulings and Otdets
Page1of75
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water as set forth herein.

Additionally, the court otders that the Safe Yield reset to 135,000 AFY is an
event that requires a “recalculation” with the definition of Judgment, Exhibit “H”
910.

REQUEST FOR JUDICIAL NOTICE
The court grants requests for judicial notice of JCSD as follows:
1. Restated Judgment (“Judgment”) in case number RCV 51010.
2. Implementation Plan Optimum Basin Management Program for the Chino Basin
(“OBMP Implementation Plan”).
3. Chino Basin Watermaster Rules and Regulations (“Rules and Regulations™).
4. 2015 Safe Yield Reset Agreement (“SYRA”).

115, Otder Concerning Motion for Approval of Peace II Documents (“2007 Order”)

in case number RCV 51010.

6. 2000 Peace Agreement Chino Basin (“Peace I Agreement” or “Peace I”).

7. Watermaster Compliance with Condition Subsequent Number Eight: Proposed
Otder Submitted Concurtently,

8. Peace II Agreement: party support for Watermaster’s OBMP Implementation
Plan, Settlement and Release of Claims Regarding Futute Desalters (“Peace 11

Agreement” or “Peace I17).

JOINDERS AND FILINGS
A.  Watermastet's motion regarding 2015 Safe Yield Reset Agteement,
amendment of restated Judgement, Paragraph 6.

1. City of Chino’s objections to declaration of Kavounas submitted with
Watermaster’s Motion regarding 2015 Safe Yield Reset Agreement, Amendment of
Restated Judgment, Paragraph 6

Rulings in separate document.

Safe Yield Reset Agreement Motion
Final Rulings and Otrders
Page 2 of 75
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2. City of Chino’s objections to declaration of Wildermuth submitted with

Watermaster’s Motion regarding 2015 Safe Yield Reset Agreement, Amendment of

Restated Judgment, Paragraph 6

B.

D.

Rulings in separate document.

The following parties joined in Watermaster's motion:

1. Overlying (Agticultural) Pool

2. Inland Empire Utilities Agency

Oppositions to Watermastet's motion

1. City of Chino with supporting documents

a) Declaration of Robert Shibatani, physical hydrologist

b)  Declaration of David Crosley, civil engineer, watet and environmental
managet for City of Chino

2. Jurupa Community Services District (JCSD) with supporting documents

a) Request for judicial notice identified above

b)  Declaration of Todd Corbin, general manager of JCSD

c¢)  Declaration of Robert Donlan, attorney

Watermaster’s teply to oppositions to motion regarding 2015 Safe Yield Reset

Agreement, amendment of Restate Judgement, Paragraph 6

L. Supplemental declaration of Kavounas

a) City of Chino’s objections IKavounas supplemental declaration in
support of Watermaster’s reply the Chino opposition

b)  Watermaster’s Response to City of Chino’s objections to supplemental
declaration of Peter Kavounas in support of Watermaster’s reply to
Chino’s Opposition to Motion regarding 2015 Safe Yield Reset
Agtreement, Amendment of Restated Judgment, Paragraph 6
I) Motion to strike denied. The court finds that the declaration did not

raise new issues.

II) All objections overruled.

Safe Yield Reset Agteement Motion
Final Rulings and Oxders
Page 3 of 75
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Basin

b)

b)

b)

Supplemental declaration of Wildermuth

City of Chino’s objections to Wildermuth supplemental declaration in

support of Watermastet’s reply to Chino opposition.

Watermaster’s Response to City of Chino’s objections to supplemental

declaration of Mark Wildermuth in support of Watermastet’s reply to

Chino’s Opposition to Motion regarding 2015 Safe Yield Reset

Agreement, Amendment of Restated Judgment, Paragraph 6.

I) Motion to strike denied. The coutt finds that the declaration did not
raise new issues.

IT) All objections overtuled.

Declatation of Danielle Maurizio, assistant general manager of Chino

City of Chino’s objections to supplemental declaration of Danielle D.

Maurizio in support of Watermaster’s reply to chino opposition

Watermaster’s Response to City of Chino’s objections to supplemental

declaration of Danielle E. Mautizio in support of Watermaster’s reply to

Chino’s Opposition to Motion regarding 2015 Safe Yield Reset

Agreement, Amendment of Restated Judgment, Paragraph 6

1) Motion to strike denied. The court finds that the declaration did not
raise new issues.

II) All objections overruled.

Joinders in Watermaster's teply to oppositions

Ovetrlying (Agticultural) Pool

City of Pomona and (in one pleading document)

I) City of Upland

IT) Monte Vista Water District

III)  Cucamonga Valley Water District

IV)  Fontana Union Water Company

Safe Yield Reset Agreement Motion
Final Rulings and Ozxdets
Page 4 of 75
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13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

E.  Inanorder Dated March 22, 2016, the court served the parties with questions
and a request for further briefing in response to the questions. The responses were
as follows:

1. Jurupa Community Services District response to Judge Reichert’s
request for clarification filed April 1, 2016.

2. City of Chino’s tesponses to Judge Reichert’s questions, filed Apzril 1,
2016.

3. Watermaster's response to order for additional briefing filed April 1,
2016.

a) Chino’s reply to Watetmastet's response to order for additional briefing,

filed Apnl 11, 2016.
b)  Jurupa Community Services District’s additional response to Judge
Reichert’s tequest for clarification, filed Apsil 11, 2016

4. Watermaster's further response to order for additional briefing, filed
April 11, 2016
F. At the hearing on February 22, 2017, the court ordered that the parties may
file questions regarding the court’s tentative draft ordet, and the court set a briefing
schedule. In response, the coutrt received the following:

1. Filed Match 10, 2017-Chino Basin Watermaster response to February
22, 2017 otder

2. Filed Mazrch 10, 2017-City of Chino’s response to issue in section II of
Judge Reichert’s revised proposed order re SYRA

3. Filed Match 10, 2017-Responding AP members (Monte Vista Water
District, Cucamonga Valley Water District, City of Pomona, and City of Upland)
filed March 10, 2017

4. Filed March 24, 2017-Chino Basin Watermaster further response to
Febtuary 22, 2017 order

5. Filed March 24, 2017-City of Chino’s response to court authorized

Safe Yield Reset Agreement Motion
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further briefing re revised tentative order re Watermastet's motion re 2015 Safe Yield
reset Agreement

6.  Filed March 24, 2017-City of Chino’s response to Chino Basin
Watermastet's response to Februaty 22, 2017 order

7. Filed March 24, 2017-City of Ontario’s response regarding issue for
further briefing

8. Filed March 24, 2017-Jurupa Community Services District opposition
to Monte Vista Water District’s response to court’s February 22, 2017 order re SYRA
and response to questions [joins in the opposition filed by the City of Ontario]

9. Filed March 24, 2017-Responding AP members response to both
Watermaster and City of Chino’s further briefing re revised tentative order re
Watermastet's motion re 2015 Safe Yield Reset Agreement

10.  Filed April 4, 2017-errata to City of Chino’s response to Chino Basin
Watermaster's response to February 22, 2017 order

11.  Filed Apnl 7, 2017-Chino Basin Watermaster further response to
February 22, 2017 otrder

12, Filed April 7, 2017-City of Chino’s teply to responses of Watermaster,
4AP Members, Ontatio and Jurupa

13.  Filed April 7, 2017-Jurupa Community Services District’s limited reply
to City of Chino’s response to Chino Basin Watermastet's response to February 22,
2017 otdet, dated Match 24, 2017

14.  Filed Ap1il 7, 2017-Responding AP Members reply to opposition btiefs
re revised tentative order re Watermaster's motion re 2015 Safe Yield Reset
Agreement

15.  Filed Apsil 27, 2017, request by Chino basin desalter authority member

agencies regarding desalter pumping

Safe Yield Reset Agreement Motion
Final Rulings and Otrders
Page 6 of 75

EXHIBIT 9



© 00 N OO O R W N -

NN NN N N NN - e e ek e aa A as
0w ~N O G A WN a2 O W oUW N Ao

SEPTEMBER 23, 2016, HEARING AND ADDITIONAL BRIEFING

After extensive briefing and consideration, on September 23, 2016, the court
held a hearing on the 2015 SYRA and telated motions. Before the hearing, the coutt
had issued a lengthy (over 60 pages) proposed order. At the hearing on September
23, there was extensive oral atgument, and the court concluded that some aspects of
the court’s proposed order were confusing or etroneous. Therefore, the ordered that
thete be even further briefing, and the court ordered additional briefing through
questions by the parties about the proposed order. In its order entitled “Revised
Proposed Order Re SYRA in Response to Questions: Issues for Further Briefing,”

and the current order, the court addressed the parties’ questions.

I. INTRODUCTION, DEFINITIONS, BACKGROUND

A. The 1978 judgment in Chino Basin Municipal Water District v. City of Chino (San
Bernatdino Superior Court Case No. 51010) 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 yeats
of operation of the Physical Solution established undet the Judgment. The Physical
Solution identified three groups of parties (Pools) with water interests in the Chino

Basin, and set forth their allocations as follows:

Pool Allocation Acre-feet Yeatly
Allocation

Ovetlying 414,000 acre-feet in any five | 82,800
(Agticultural) (5) consecutive years [note:
Pool* 414,000 + 5 = 82,800 per

yeat]
Ovetlying 7,366 acre-feet 7,366
(Non-agricultural) ;

Safe Yield Reset Agreement Motion
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Pool**
Approptiative 49,834 acre-feet 49,834
Pool***

Yeatly total allocation 140,000

*The membets of this pool included daity farms.

**The members of this pool include businesses which use water in their production
processes.

***The membets of this pool include cities and water companies. They
“approprate” the water by pumping and selling it.

Over the course of the Court-Approved Management Agreements (set forth in
the next section), the court allowed up to 600,000 AF of watet to be
produced/pumped out of the Chino Basin without any teplenishment obligation.
“While the patties are not limited in the quantities of water they may produce, the
Judgment requires that beyond the permitted Controlled Overdraft comprising an
initial 200,000 AF and an additional 400,000 AF of Re-operation water (Restated
Judgment, Exhibit “I””, ] 2.(b), 3.(a)), there must be a bucket for bucket
replenishment [and associated cost to the producet/pumper] to offset production in
excess of the Basin’s Safe Yield. (Restated Judgment, {13, 42).” (Watermaster’s
Response to Questions for Clarification in Final Orders for Watermastet's Motion
Regarding 2015 Safe Yield Reset Agreement, Amendment of Restated Judgment,
Paragraph 6, page 2, line 23 to page 3, line 4, filed October 28, 2016.)

The court notes that this total “controlled overdraft” i.e., pumping without
replenishment cost, (aka “Re-Operation Water”) of 600,000 AF has just about been
exhausted.

This motion is the first ime the court has redetermined the Safe Yield since

the Judgment was entered in 1978.
B. Since the entty of the judgment, the court has previously approved agreements to

Safe Yield Reset Agreement Motion
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implement the Physical Solution (“Court Approved Management Agreements” aka
“CAMA”). There is no dispute that the court has the authority and duty to
independently review the evidence de novo and determine whether proposals by
Watermaster or any party comply with the Judgment and the Court Approved
Management Agreements. (Restated Judgment §31(d).) The Court Approved
Management Agreements are:
1. The Chino Basin Peace Agreement (Peace 1 Agreement), dated June 29,
2000, as subsequently amended in September 2004 and December 2007,
a. In 2000 the parties executed Peace Agreement Chino Basin (Peace I
Agreement) and agtreed to Watermaster’s adoption of the Optimum
Basin Management Plan (OBMP) Implementation Plan. At about the
same time, the court ordered Watermaster to proceed in a manner
consistent with Peace I and the OBMP, including Program Element 8
(Develop and Implement Groundwater Storage Management Program)
and Program Element 9 (Develop and Implement Storage and
Recovery Programs). The implementation plan acknowledged the need
to obtain better production data through the metering of non-exempt
production within the Basin. Program Elements 8 and 9 provided for
Watermaster to redetermine and reset the Basin’s Safe Yield in the year
2010/11. The basis of the redetermination and reset would be
production data detived from the collection of additional data regarding
the parties’ production (i.e., parties who pumped water out of the Basin)
within the basin duting the 10-year petiod 2000/01 through 2009/10.
The study for redetermination and reset was not completed until 2015,
and the motion regarding determination and reset was not filed until
October 2015.
b.  The Peace I Agreement introduced the installation of Desalters in the

southwest portion of the Basin. The Desalters pump ground water

Safe Yield Reset Agreement Motion
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from the aquifer and supply that water to water companies and other
users, By pumping water out of the aquifer, the Desalters also lowered
the ground water table to help obtain Hydrologic Control, i.e.,
preventing Chino Basin ground water from reaching the Santa Ana
River south of the Basin. The Santa Ana River is a major soutce of
water for Orange County, and water imputities and contaminants, some
of which came from the Chino Basin daity farms (“salts”) wete in the
groundwater flowing from the Basin into the Santa Ana Rivet. The
Desalter capacity has now expanded to 40 MGD (40 million gallons pet
day) as provided in the OBMP Implementation Plan to protect against a
decline in Safe Yield and for water quality benefits, but the court
reserved the question of how “Future Desalter” capacity would be
addressed. The Chino Basin Desalter Authotity (CDA), which includes
the City of Chino, participated in the construction of the Desalters
which tepresented a substantial engineering and financial undertaking.

These Desalters were completed and fully operational in 2006.

2. The Peace II Measures (court approved on December 21, 2007).

a.

In 2007, the patties entered into the Peace II Agreement. The objective

was to increase the Desalter capacity to 40 MGD to achieve the OBMP

Implementation Plan objectives. In order to do this, the parties
designed and financed an additional 10 million gallons per day 4GB}
of expanded Desalter capacity. The expansion of the Desalters to the
full plant capacity will be completed in 2017. With the completion of
this consttuction, Hydtaulic Control will be achieved. Hydraulic
Control now means only a de minimus amount of groundwater will
flow from the Chino Basin south into the Santa Ana River. In fact, the
Desalters now have lowered the water table in the south end of the

Basin so that ground water is now flowing from the Santa Ana River

Safe Yield Reset Agreement Motion
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north into the Chino Basin. Fhis-is-ealled-Re-Operation-watet:
3. The Optimum Basin Management Plan (OBMP) Implementation Plan

dated June 29, 2000, was supplemented in December 2007.

4. The Recharge Master Plan, dated 1998, was 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
Allocate Sutplus Agricultural Pool Water in the Event of a Decline in Safe Yield.

7. Watermaster Resolution 2010-04 (“Resolution of the Chino Basin
Watermaster regarding Implementation of the Peace II Agreement and the Phase II1
Desalter Expansion in Accordance with the December 21, 2007 Order of the San

Betnardino Superior Court™).

C. Additional background for motion

1. At the September 24, 2015 Watermaster Board Meeting, the board
adopted Resolution 2015-06: Resolution of the Chino Basin Watermaster regarding
the 2015 Safe Yield Reset Agreement (SYRA).

2. 'Through a Facilitation and Non-Disclosure Agreement (FANDA),
Watermaster attempted to obtain agreement as to all issues regarding Safe Yield
redetermination and reset allocation. Those issues included not only a reset of the
Safe Yield from 140,000 acre-feet per year to 135,000 acre-feet per year, but also
Watermastet’s accounting for reallocations telated to Court Approved Management
Agreements, and a method of allocations for water storage called the Safe Storage
Management Agreements.

a)  The FANDA process took place starting in November 2014, and

through at least 30 meetings, by May 27, 2015, all but one of the then-
active parties to the FANDA reached a non-binding agreement among

Safe Yield Reset Agreement Motion
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b)

d)

their negotiating representatives on certain key principles (appatently
also called the “term sheet”) embodied in the Safe Yield Summary of
Non-Binding Key Principles Detived from the Facilitated Process.
The parties continued to negotiate, with a goal of reducing the Key
Principles into a binding instrument for execution by September 1,
2015. That agreement is identified as the 2015 Safe Yield Reset
Agreement (SYRA). The Appropriative Pool, the Overlying
(Agticultural) Pool, and the Three Valleys Municipal Water District
approved the 22-page agreement, as did many other parties. The City
of Chino refused to sign the agreement.

On September 24, 2015, the board at its regular meeting adopted
resolution 2015-06, and previously — on September 17, 2015 — the
advisoty committee approved resolution 2015-06: “Resolution of Chino
Basin Watermaster regarding 2015 Safe Yield Reset Agreement
(SYRA).”

Watermaster’s instant motion asks the court to address the issues
covered in the SYRA as follows:

I) The reset of the Basin Safe Yield from 140,000 acre-fee per year (AFY)
to 135,000 AFY pursuant to the Restated Judgment, the OBMP
Implementation Plan, and Watermaster’s Rules and Regulations;

II) The manner in which Watermaster should account for vatious
components of the recharge to the Basin implementing the Coutt-
Approved Management Agreements; and

I11) Establishment of Safe Storage Management Measutes (SSMM)
intended to ensure that withdrawals of groundwater from authorized
storage accounts within the Basin ate safe, sustainable, and will not

cause Material Physical Injury or undesirable results.

Safe Yield Reset Agreement Motion
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D. SUMMARY RULNGS:

In its motion, Watermaster requests an order acknowledging the 2015 Safe
Yield Reset Agreement and ordering Watermaster to proceed in accordance with its
terms with respect to amending the restated judgment to reset the Safe Yield of the
Basin from 135,000 AFY to 135,000 AFY and amending the schedule for access to
Re-Opetation watet. For the reasons set forth herein, the court grants the motion
with respect to amending the restated judgment to reset the Safe Yield of the basin to
135,000 AFY. However, the coutt denies the rest of the motions including the motions
to amend the schedule for access to Re-operation watet and the motion to institute
Safe Storage Management Measures. The coutt makes additional orders with respect

to Desalter water as set forth herein.

II. Severability of SYRA

Watermaster has questioned whether the coutt can sever SYRA and enforce
certain sections and not others. For the following reasons, except for the Safe Yield
reset itself, the court has concluded that it cannot enforce some of sections and not
others:

A.  Watermaster itself has argued that SYRA is an integrated document which
cannot be divided.

1. Watermaster’s “Response to Questions for Clatification, etc.” filed
October 28, 2016, states: “the SYRA is the product of the Facilitation and Non-
Disclosure Agreement (FANDA) process, during which the parties to that agreement
comptehensively settled and compromised theit disagreements, so as to enable
Watermaster to implement the CAMA’s through and following the reset of Safe
Yield.”

a) The court does not find a basis for this characterization. Most of the

parties settled and compromised their disagreements, but not all,

notably the city of Chino and Jurupa Community Services Disttict.

Safe Yield Reset Agreement Motion
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2. Watermaster further argues that approving “some, but not all, of
SYRA’s provisions can materially advantage one party over another, in that the full
benefit of the parties intended settlement and compromise is not achieved, as one or
more parties may be denied the consideration for which it bargained.”

a) For the reasons set forth below, the court refuses to adopt SYRA mn
whole. Following Watermastet’s own all-or-nothing argument, the
court must conclude that not only is there no legal basis to enforce part
of SYRA, but also that it is fundamentally unfair to the parties to
enforce portions of SYRA for which the parties did not bargain.

3. Howevet, the court concludes there is a qualitative difference between

the safe yield reset and the balance of SYRA.

a)  The request to reduce the Safe Yield to 135,000 AFY is a legal
determination for the coutrt.

b)  The request to reduce Safe Yield is based on the Reset Technical
Memorandum report and model. That memorandum has nothing to do
with interactions, bargaining, ot allocations among the parties.

I) There ample technical and scientific suppott for the reset in the
Technical Memorandum and the 2013 Chino Basin Groundwater
Model Update and Recalculation of Safe Yield Pursant to the Peace
Agreement prepated by Wildermuth Environmental, Inc. dated
October 2015,

c)  The request to reduce Safe Yield is in response to the court order itself
to evaluate the yield every 10 years
I) Although the study should have been done in 2010, at least it was

completed in 2015.
IT) None of the other aspects of SYRA were pursuant to a court order.
III)  The safe yield reset is a legal determination for the court. There

is no “bargained-for exchange” for the court to consider.

Safe Yield Reset Agteement Motion
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d)  Therefore for these reasons and those set forth in section ITI below H3

the court adopts the following provisions of Article 4-SAFE, YIELD

RESET TO 135,000 AFY of the SYRA AND ORDERS AS

FOLLOWS:
41  Safe Yield Reset. Consistent with the prior ordets of the Court pursuant to its
continuing jutisdiction, 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 Agreements 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 order, and determined by the Court

pursuant to its retained continuing jutisdiction.

42 Scheduled Reset. Watermaster will initiate a process to evaluate and reset the
Safe Yield by July 1, 2020 as further provided in this order. Subject to the provisions
of Paragtaph 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
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(more of 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. The reset will rely upon long-term hydrology and
will include data from 1921 to the date of the reset evaluation. The long-tetm
hydrology will be 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 vatiations, 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 mannex 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 order.

4,5  Annual Data Collection and Evaluation. In suppott of its obligations to
undertake the reset in accordance with the Reset Technical Memorandum and this
otder, Watermaster shall annually undettake the following actions:

(a)  Ensute 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
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transmission of water;

(c)  Evaluate the potential need for prudent management discretion to avoid
ot 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 ot threatened undesirable results, then a motre significant evaluation,
including modeling, as desctibed in the Reset Technical Memorandum, will be
undertaken; and,

(d)  As part of its 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 Model to be updated and a
model evaluation of Safe Yield, in 2 mannet consistent with the Reset Technical
Memotandum, to be initiated no later than Januarty 1, 2024, in order to ensure that

the same may be completed by June 30, 2025.

4.7  Peer Review. The Pools shall be provided with reasonable opportunity, no
less frequently than annually, for peer teview of the collection of data and the
application of the data collected in regard to the activities desctibed 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 mannet, including through the approval of its Assessment Packages,

seek to change ptior accounting of the ptior allocation of Safe Yield and Operating
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Safe Yield among the Parties to the Judgment for production yeats prior to July 1,

2014.

III. THE COURT FURTHER ORDERS AS FOLLOWS:
A.  The court amends the restated judgment 6 and sets the safe yield to 135,000

AFY for the following reasons:

1.

The court accepts the findings and conclusions of Wildermuth for the

following reasons. Those conclusions are set forth in the reset Technical

Memorandum.

a)

b)

Wildermuth has been the authoritative resource for the patties and the
court during the pendency of the case for the last 15 years.
Wildermuth has performed a detailed analysis with substantiated facts
and findings in the reset technical memorandum, the supplemental
declaration of Mark Wildermuth in support of Watermaster’s reply to
oppositions to the motion regarding 2015 Safe Yield Reset Agreement,
and the memo to restated judgment, patagraph 6 aka Wildermuth
supplemental declaration.

The court accepts the net recharge approach and calculations set forth
in the Wildetmuth repott.

The Wildermuth report gives the most comprehensive analysis and
credible evaluation of the historic condition of the Basin.

The coutt does not accept the conclusions of Robert Shibatani for the
following reasons:

Shibatani recognizes that the net recharge calculation is a legitimate

approach to a determination of Safe Yield.

II) The Shibatani approach is unnecessarily quantitative. The Wildermuth

analysis allows for the definitions required for the analysis of the Chino
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Basin, including cultural conditions and undesitable results.

III) Wildermuth has considered the effects of climate change of
Basin precipitation. The court accepts Wildermuth’s conclusion that
there are not any better predictive modeling scenarios generally available
at this time accutately calibrated to the historical rainfall and are
therefore not reliable as a predictive tool.

2. The Restated Judgment’s definition of Safe Yield includes the
consideration of the evolutionary land-use conditions the need to protect the Basin
against undesirable results.

3. No party has objected to the reduction in Safe Yield, except the city of
Chino. Chino’s objections wete discussed and rejected/overruled for the teasons set
forth in Joinders and Filings, Section A.2 above.

4. The reduction safe yield is consistent with the Court-Approved
Management Agreements.

5. The court finds that the provisions of SYRA set for in Section II above
set forth an approach to a determination of future Safe Yield determinations in a
manner consistent with the Court Approved Management Agreements.

a)  The declaration of Peter Wildermuth and the supporting

documentation, analysis supportts the court’s conclusion.

b)  Wildermuth declatation, paragraph 14, states his opinion that the Basin

protection measutes to which the parties have agreed and the 2015 Safe
Yield Reset Agreement will ensure that the Basin is not harmed by
extraction of 135,000 AFY through fiscal 2020. However, again the
court emphasizes that its ruling is not based on the agreement of the
patties. The court’s ruling is based upon the Restated Judgment, the
Court Approved Management Agreements, and its legal conclusions
supported by the technical analyses identified in the court’s order.

I) Although the court concludes the Safe Storage Management Measures
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- are useful and advisable, the court concludes there is no specific factual
basis requiring the Safe Yield reset to include Safe Storage Management
Measures. Therefore the coutt concludes that even without the Safe
Storage Management Measures, reduction of Safe Yield to 135,000 AFY
will not harm the Basin.

IT) The 2013 Chino Basin Groundwater Model Update and Recalculation
of Safe Yield Pursuant to the Peace Agteement is sufficiently
documented and the court finds the data reliable.

c)  Wildermuth declaration, paragraph 15, states that the Basin protection
measures to which the patties have agreed and the 2015 Safe Yield
Reset Agreement, including the Safe Storage Management Measures,
will ensure that the Basin is not harmed by extractions of the 20,000 AF
that was allocated in the past 4 yeats and would have been allocated if
the Safe Yield have been teset to 135,000 AFY in 2011.

I) However, again Wildermuth does not specifically address the necessity
of the Safe Storage Measures with respect to complying with the Court
Approved Management Agreements. Therefore, the court again
concludes that even without the Safe Storage Management Measutes,
reduction of Safe Yield to 135,000 AFY will not harm the Basin.

IT) Again, the 2013 Chino Basin Groundwater Model Update and
Recalculation of Safe Yield Pursuant to the Peace Agreement is
sufficiently documented and the court finds the data reliable.

d) Therefore, the court concludes that the extraction of 135,000 AFY is

consistent with the Court Approved Management Agreements and does

not create any undesirable result or Material Physical Injury to the Basin.

B.  The measures set forth in Article 4 ate consistent with the Physical Solution

under the judgment and Article X, section 2 of the California Constitution.

Safe Yield Reset Agreement Motion
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C.  Paragraph 6 of the Restated Judgment is hereby amended to read as follows:
“Safe Yield. The Safe Yield of the Basin is 135,000 acte feet pet year.”
1. The effective date of this amendment of Paragraph 6 of the Restated
Judgement is July 1, 2010.

IV. SAFE YIELD RESET AGREEMENT (SYRA): WATERMASTER
ALLOCATION HISTORY, EARLY TRANSFERS, AND THE
DESALTERS
A, The 1978 Judgment as amended

1. The 1978 Judgment Y44 made the following allocation of rights to Safe
Yield in the Chino Basin (“the physical solution”):

Pool Allocation

Ovetlying (Agricultural) Pool 414,000 acre-feet in any 5
consecutive years (82,800

acre-feet per year)* **

Ovetlying (Non-agticultural) Pool 7366 acre-feet per year**

Appropriative Pool 49,834 acre-feet per year

Total 140,000 acre-feet per year
*Note: 414,000 + 5 = 82,800. 82,800 acre-feet per year has been the basis of

calculations for the Approptiative Pool going forward from the judgment.

**Note: the rights of the members of the Overlying (Agricultural) Pool and
the Overlying (Non-Agticultural) Pool are fixed (Restated Judgment 8, Y44, see also
Exhibits “C” and “D” to the Restated Judgment). Therefore the effect of a
decline of the safe yield is botne entirely by the members of the Appropriative
Pool (Restated Judgment §9).

2. The Judgment §1(x) defines Safe Yield as “the long-term average annual

Safe Yield Reset Agreement Motion
Final Rulings and Orders

Page 21 of 75

EXHIBIT 9



©C 00 N O O B W N -

N N RN N N N N NN a2 aa A e e e A e
oo N O o e W N -, O © O N O O b W NSO

quantity of groundwater (excluding replenishment or stored water but including

return flow to the basin from use of replenishment os stored watet) which can be

produced [ie., pumped] from the basin under cultural conditions of the particulat

year without causing an undesirable result.”

3.

The judgment fixed the amount of water production (pumping) that

could be allocated to the Overlying (Agticultural) Pool and the Overlying Non-

agricultural) Pool. However, the Appropriative Pool allocation could be changed.

2)

4,

The court concludes that the disputes in the oppositions concetn
relationship between unproduced (i.e., unpumped) Overlying
Agticultural Pool water (aka Ag Pool water) and the water available to
the Appropriative Pool.

Exhibit “I” to the judgment is the Engineering Appendix. It discusses

Hydraulic Control and Re-Operation, which are described in more detail below.

Section 3 defines Operating Safe Yield as consisting in any “year of the

Appropriative Pool’s shate of Safe Yield of the Basin, plus any controlled overdtaft

of the Basin which Watermaster may authorze.”

2)

D

Section 3(b) states that “in no event shall Operating Safe Yield in any
year be less than the Appropriative Pool’s share of Safe Yield, not shall
it exceed such share of Safe Yield by more than 10,000 acte feet. The
initial Operating Safe Yield is hereby set at 54,834 acre feet per yeat.”
The figure of 54,834 acre feet per year is the initial 1978 Judgment
allocation of 49,834 acre-feet per year plus 5,000 acre feet per year. The
additional 5,000 AFY comes from 200,000 acre-feet of overdraft (water
pumped without a replenishment obligation) allocated by the Judgment
to the Approptiative Pool. This overdraft total was later increased by
400,000 AF to a total of 600,000 AF. The overdraft will be exhausted
in 2016/2017.  (Watermastet Motion Regarding 2015 Safe Yield Reset
Agreement, Amendment of Restated Judgement, Paragraph 6, page 3,

Safe Yield Reset Agreement Motion
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line 27.)

b)  Operating Safe Yield has also come to mean water that the
Appropriative Pool could produce/pump without having to purchase
replenishment water. (Exhibit “H” 4/5.)

5. Exhibit “H” to the judgment desctibed the Apptopriative Pool Pooling

Plan, paragraph 10 described “Unallocated Safe Yield Water” as follows: “to the
extent that, in any 5 years, any portion of the share of Safe Yield allocated to the
Ovetlying (Agricultural) Pool is not produced, such water shall be available for
reallocation to members of the Approptiative Pool as follows:

(a) Priorities. Such allocation shall be made in the following sequence:

(1) to supplement, in the particular year, water available from Operating Safe

Yield to compensate for any reduction in the Safe Yield by reason of

recalculation thereof after the tenth year of operation hereunder. [This

Exhibit H §10(2)(1) priotity is sometimes called ‘unproduced Agticultural Pool

water’ ot ‘unproduced Ag Pool water.” The current credited production

(pumping) for aggicultural groundwater is about 33,600 AFY, but that includes

agricultural land irrigated with reclaimed water. The actual groundwater

production for agricultural purposes is about 22,000 AFY. (Jurupa Services

District’s response to Judge Reichert’s Request for Clarification, March 22,

2016, page 2, lines 8-10.)]

(2) pursuaﬁt to conversion claims as defined in Subparagraph (b) hereof.

(3) as a supplement to Operating Safe Yield, without regard to reductions in

Safe Yield.”

6. In an order dated November 17, 1995, Conversion Claims were defined
in Exhibit “H” 10(b) [this is the Subparagraph (b) to which the preceding
patagraph--page 23, line 21--refers]. Peace I modified this definition in Exhibit “H”
910(b) to state as follows:

(b)_Conversion Claims. The following procedures may be utilized by any

Safe Yield Reset Agreement Motion
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apptoptiator:

1) Record of Unconverted Agricultural Acreage. Watermaster shall maintain
on an ongoing basis a record with appropuiate related maps of all agricultural
acreage within the Chino Basin subject to being converted to appropriative
water use pursuant to the provisions of this paragraph. An initial
identification of such acreage as of June 30, 1995 is attached hereto as
Appendix 1.

(2) Record of Water Service Conversion. Any appropriator who undertakes
to permanently provide water service to lands subject to conversion may
report such intent to change water service to Watermaster. Watermaster
should theteupon verify such change in water service and shall maintain a
record and account for each approprator of the total acreage involved.
Should, at any time, converted acreage return to water setvice form the
Overlying (Agticultural) Pool, Watermaster shall return such acreage to
unconverted status and cortespondingly reduce or eliminate any allocation
accorded to the approptiator involved.

(3) Allocation of Safe Yield Rights

(i) For the terfn of the Peace Agreement in any year in which sufficient
unallocated Safe Yield from the Ovetlying (Agticultural) Pool is available for
such conversion claims, Watermaster shall allocate to each approprator with
the conversion claim 2.0 acre-feet of unallocated Safe Yield watet for each
converted acte for which conversion has been approved and recorded by
Watermaster. |

(i) In any year in which the unallocated Safe Yield water from the Overlying

(Agticultural) Pool is not sufficient to satisfy all outstanding conversion claims

putsuant to subparagraph (i) herein above, Watermaster shall establish
allocation percentages for each appropriator with conversion claims. The

percentages shall be based upon the ratio of the total of such converted

Safe Yield Reset Agreement Motion
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acreage approved and recorded for each appropriators’s [s7] account in
comparison to the total of converted acreage approved and recorded for all
appropriators. Watermaster shall apply such allocation percentage for each
appropriator to the total unallocated Safe Yield water available for conversion
claims to derive the amount allocable to each appropriator.

7. CONCLUSION: With the 1995 amendments, the Judgment seta

prioritized list of claims upon unproduced Ag Pool water.

Ag Pool water--1995 Judgment amendment
82,800 AFY of the Ag Pool’s water available to the Appropriative Pool with

Appropriative Pool claims prioritized as follows:

(1) to supplement, in the particular year, water available from Operating Safe
Yield to compensate for any reduction in the Safe Yield by reason of recalculation
thereof after the tenth year of operation as required by the Judgment;

(2) pursuant to convetsion claims as defined in Subparagraph (b of Exhibit “H”
1o);

(3) as a supplement to Operating Safe Yield, without regard to reductions in Safe
Yield.

The coutt notes that there is currently more than 49,000 AFY of unproduced

Agticultural Pool water available. (Jurupa Services District’s response to Judge
Reichert’s Request for Clarification, March 22, 2016, page 2, lines 10-14.)

B.  The 2000 Peace Agreement aka Peace I

1. With the agreements made in Peace I, the elements of Desalters and of
water transfers entered the water allocations to the parties.

2. Peace I Section V-Watermaster Performance defined how Watermaster
was to petform regarding procedures for Recharge and Replenishment. In paragraph
95.3(g), Watermaster was ordeted to approve an “Barly Transfer” from the

Agricultural Pool to the Appropriative Pool of not less than 32,800 acre-feet per year

Safe Yield Reset Agreement Motion
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which was the expected approximate quantity of water not produced by the
Agricultural Pool. 95.3(g)(i) further stated that “the quantity of water subject to Eatly
Transfer under this paragraph shall be the greater of (i) 32,800 acte-feet ot (i) 32,800
acre-feet plus the actual quantity of water not produced by the Agricultural Pool for
that Fiscal Year that is remaining after all the land use conversions are satisfied
pursuant to” the following provision: “the Early Transfer water shall be annually
allocated among members of the Appropriative Pool in accordance with theit pro-
rata share of the initial Safe Yield.” The court notes that after this deduction, the
Safe Yield water available to the Agricultural Pool became 50,000 acre-feet per yeat.

3. PeaceI also introduced the construction and operation of Desalters in
Section VII. 7.5 described replenishment for the Desalters provided from the
following sources in the following order:

a) Watermaster Desalter replenishment account composed of 25,000 acre-feet
of watet abandoned by Kaiser and other water previously dedicated by the
Appropriative Pool;

(b) New Yield of the Basin, unless the water Produced and treated by the
Desalters is dedicated by purchaser of the Desalter water to offset the ptice of
Desalter water to the extent of the dedication;

(c) Safe Yield of the Basin, unless the water Produced and treated by the
Desalters is dedicated by a purchaser of the desalted water to offset the price of
Desalter watet to the extent of the dedication; [and then]:

d) Additional Replenishment Water purchased by Watermaster, the cost of
which shall be levied as an Assessment by Watermaster.

4. The court also concludes that the conversion claims have priotity over
the Fatly Transfers because the conversion claims pre-existed the Early Transfer
allocations. The conversion claims came into existence with the 1995 Judgment
amendment. The Early Transfers came into existence with Peace I'in 2000. The

Early Transfers must be interpreted in the context of the pre-existing 1995 Judgment
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amendment,

5. CONCLUSION: With Peace I, there were major changes regarding the

allocation of water among the parties as set forth in the following table.

Ag Pool water

Status and/or change

result

Comments

1995 Judgment

amendment

82,800 AFY of the Ag
Pool’s water available to
the Approptiate Pool with
Appropriative Pool claims
prioritized as follows:

(1) to supplement, in the
particular yéai, water
available from Operating
Safe Yield to compensate
for any reduction in the
Safe Yield by reason of
recalculation thereof after
the tenth year of
operation hereunder.

(2) pursuant to conversion
claims as defined in
Subparagraph (b) hereof.
(3) as a supplement to
Operating Safe Yield,
without regard to

reductions in Safe Yield.

2000 Peace I-Desalters

statt construction and

Eatly Transfers of 32,800
AFY of Ag Pool water

New Yield (with

conditions) is soutce of
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pumping water going straight to the water to replenish water
Appropriative Pool pumped by the
(leaving 50,000 AFY to Desalters. Under Peace

Ag Pool). The remaining

Ag Pool water is subject

I therefore Desalters do
not affect Safe Yield or

to Appropative Pool’s Operating Safe Yield.
ptiotitized claims. Water
ptoduced/pumped by

the Desalters is not
added to ot subtracted
from Safe Yield of the

Basin.

The court concludes that Peace I interrelated Farly Transfers and conversion
claims in the following way. The Approptiative Pool received unproduced Ag Pool
water in at least the amount of 32,800 AFY, but the Approptiative Pool could receive
more unproduced Ag Pool water if 1) the Ag Pool did not produce/pump its leftover
50,000 AFY and 2) also after subtracting from the 50,000 AFY the Approptiative
Pool’s conversion claims at the rate of 2 acre~feetAper year per converted acre.

However, the court also concludes that Peace I did not rearrange the priority
of allocation claims on unproduced/unpumped water. The priotities of the
judgment remain. Specifically, the priority set forth in Judgment, Exhibit “H,”
Paragraph 10.

EXAMPLE 1: So, for example in a particular yeat,

1. If one Appropriative Pool producer/pumper (¢.g, municipality, such as the City of
Chino) had 1000 actes of converted land resulting in 2000 actre-feet of conversion
claims (1000 acres x 2.0 acte feet of water/one acre converted), and assuming those
wete the only conversion claims; and

2. If the Ag Pool produced/pumped only 33,600 AFY leaving 49,200 AFY available

Safe Yield Reset Agreement Motion
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for further allocation (82,800 AFY- 33,600 AFY= 49,200 AFY; the court notes that
33,600 AFY is the approximate Ag Pool credited production [Jurupa response to
coutt’s clatification request, page 2, lines 9-10], but the court is using this figure only
for illustration); then,

3. The Ag Pool watet that would be available to the Appropriative Pool would be

based on the following calculation

Example 1-A Explanation Comments

Initial Ag Pool 82,800 AFY

allocation

Ag Pool - 33,600 AFY Assumption
ptoduction/pumping

Initial balance after 49,200 AFY (82,800 acre-feet — 33,600 acre-

toduction feet = 49,200 acre-feet per year
% pery

Conversion claims - 2000 acre-feet 1000 acres x 2.0 acre feet of
water/one acre convetted = 2000
acre-feet per year.

The subtraction for satisfying
conversion claims comes before
any reallocation. The conversion
claims are applied first because
they ate set forth in the 1995

Amendment to the Judgment

47,200 AFY

Ag Pool balance after
reduction for

conversion claims

(49,200 acre-feet - 2000 acre-feet
= 47,200 acre-feet per year)
Balance: Ag Pool water available
to Apptoptiative Pool after
conversion priority claims

pursuant to Judgment Exhibit

Safe Yield Reset Agreement Motion
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“H” Paragraph 10.

Reduction for Early

Transfers

~ 32,800 AFY

The Barly Transfer is now applied
because Early Transfers were
instituted in Peace I'in 2000. The
Early Transfer from 82,800 AFY
allocation leaving 50,000 AFY for
the Ag Pool itself to
produce/pump and for additional
claims by the Appropriative Pool

putsuant to Peace I and Peace I1.*

Balance: Ag Pool
water available to the
Appropriative Pool
after conversion
priosity claims and
Early Transfers

14,400 AFY

(47,200 acre-feet -32,800 acre-feet
= 14,400 acre-feet per year.)

This is the total Ag Pool water
available for reallocation to
Appropriative Pool for
production/pumping after
subtraction of conversion priotity
claims of 2,000 acre-feet per year
from and the 32,800 Early
Transfer from the allotment of Ag

Pool water **

*It appears to the court that for convenience, many patties first simply take the

reduction of the 32,800 acre-feet for Early Transfers and start these calculations with

50,000 acre-feet of Ag Pool water.

1. That calculation is simply to start with the 50,000 acre-feet of

unproduced/unpumped Ag Pool water and then subtract the amount 33,600
acre-feet that was actually pumped in this example. The result is 16,400 acre-

Safe Yield Reset Agreement Motion
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feet available for conversion claims.
2. Then subtract the 2,000 acre-feet for conversion claims to get the 14,400 acre-
feet of Ag Pool water available for allocation to the Appropriative Pool.
3. However, this procedure is inconsistent with the judgment and Peace
Agreements as interpreted by the court for the reasons stated above.
**The also court notes that the particular producer who serviced the converted acres
would actually be able to pump the additional conversion claim water as an

allocation,

EXAMPLE 2: The following example demonstrates complications arising
from a decrease in the amount of Ag Pool water available to the Appropriative Pool.
If the Ag Pool produced/pumped more than 48,000 AFY there would be no

available water for the Appropriative Pool.

Example 2 Comment
Initial Ag Pool 82,800 AFY
allocation
Ag Pool 48,000 AFY Assumption
production/pumping
Initial balance after 34,800 AFY 82,800 acre-feet — 48,000 acre-feet =
production 34,800 acre-feet per year
Conversion claims - 2000 acre- The subtraction for satisfying
feet conversion claims before any

reallocation. (1000 acres x 2.0 acre
feet of water/one acte converted =

2000 acre-feet).

Balance: 32,800 AFY 34 800 acre-feet — 2,000 acre-feet =
32,800 acre-feet per year. Ag Pool

Water Available aftetr conversion
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ptiority claims pursuant to Judgment
Exhibit “H” Patagraph

Reduction for Eatly

Transfers

- 32,800 AFY

Eatly Transfer of 32,800 AFY from
82,800 AFY allocation leaving 50,000
AFY for the Ag Pool itself to
produce/pump. Any water which the
Ag Pool did not produce/pump water
up to the 50,000 AFY would be
available for allocation to the
Appropriative Pool pursuant to Peace

I and Peace I1.

Balance: Ag Pool
water available after
conversion priotity

claims and Eatly

0 AFY

32,800 acre-feet -32,800 acte-feet = 0
acre-feet per year. There would be no
Ag Pool water available for

reallocation to Approptriative Pool

allocation from Ag Pool water

Transfers after subtraction of conversion
priority claims of 2,000 acre-feet and
the 32,800 Eatly Transfer of
unproduced/unpumped from the
allotment of Ag Pool water.

Conclusion:

Under this scenatio, the Approptiative Pool would not get any additional

6. Regarding replenishment for the Desalters, Peace I 97.5 sets forth the

hierarchy of sources of replenishment water for the Desaltets as follows:

Replenishment Watet. Replenishment for the Desalters shall be

provided from the following souzces in the following ordet of ptiority.

(a) Watermaster Desalter Replenishment account composed of 25,000

Safe Yield Reset Agreement Motion
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C.

acre-feet of water abandoned by Kaiser pursuant to the “Salt Offset
Agreement” dated October 21, 1993, between Kaiser and the RWQB, and
other water previously dedicated by the Appropriative Pool.

(b) New Yield of the Basin, unless the water Produced and treated by
the Desalters is dedicated by a putchaser of the desalters water to offset the
ptice of the salted water to the extent of the dedication;

(c) Safe Yield of the Basin, unless the water Produced and treated by
the Desalters is dedicated by a purchaser of the the salted water to offset the
price of the salted water to the extent of the dedication;

(d) Additional Replenishment Water purchased by Watermaster, the

cost of which shall be levied as an Assessment by Watermaster.

The 2007 Peace 1T Agreement (Peace II)
1. Peace 11 Agreement Article VI-Groundwater Production by and

Replenishment for Desalters and Article VII-Yield Accounting further defined the

accounting for the Desaltets and Desalter Production Offsets.

2. Peace 11 Paragraph 6.2(a)(ili) states as follows in pertinent part:
DPeace II Desalter Production Offsets. To facilitate Hydraulic Control through
Basin Re-Operation, [court note: that is, water pumped as part of the 600,000
AF controlled overdraft] in accordance with the 2007 Supplement to the
OBMP Implementation Plan and the amended Exhibits G and I to the
Judgment, additional soutces of water will be made available for purposes of
Desalter Production and thereby some or all of a Replenishment obligation,
With these available soutces, the Replenishment obligation attributable to
Desalter production in any year will be determined by Watermaster as follows:
(a) Watermaster will calculate the total Desalter Production for the
preceding year and then apply a credit against the total quantity from: . ..

(i) New Yield (other than Stormwater (Peace Agreement Section

Safe Yield Reset Agreement Motion
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7.5(0)); . ..
v) Safe Yield that may be contributed by the parties (Peace

Agreement Section 7.5(c));
(vi) any Production of groundwater attributable to the controlled
overdraft authorized pursuant to amended Exhibit I to the Judgment.
[The Judgment allowed fot a temporary controlled overdtaft, ze.,
initially 200,000 AF and then an additional 400,000 AF total
production/pumping starting in 2007 and ending in 2026 without
replenishment, in order to achieve Hydraulic Control. (Safe Yield Reset
Implementation Desalter Replenishment Accounting Illustration (per
Peace II Agreement, Section 6.2 (PIIA, 6.2) and June 11, 2015 Key
Principles)-Exhibit C to Attachment 1, Watermaster’s Motion regarding
2015 Safe Yield Reset Agreement, Amendment of Restated Judgment,
Paragraph 6.
Paragraph 7.1 provides as follows:
New Yield Attributable to the Desalters. Watermaster will make an annual
finding as to the quantity of New Yield that is made available by Basin Re-
Operation including that portion that is specifically attributable to the Existing
and Futute Desalters. Any subsequent recalculation of New Yield as Safe
Yield by Watermaster will not change the priority set forth above 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
mannet that incorporates New Yield astributable to the Desalters [emphasis in
otiginal] into a determination of Safe Yield so that this soutce of supply will be
available for Desalter Production rather than for use by individual parties to
the Judgment.
2. Additionally, in 2007 Peace IT [1.1(d) defined Re-Operation as “the
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controlled overdraft [pumping without replenishment] of the Basin by the managed
withdrawal of groundwater Production for the Desalters and the potential increase in
the cumulative un-teplenished Production from 200,000 [acre-feet] authorized by
paragraph 3 Engineering Appendix Exhibit I to the Judgment, to 600,000 acre-feet
for the express putpose of securing and maintaining Hydraulic Control as a
component of the Physical Solution.” The Peace II agteement amended the Restated
Judgment’s Engineering Appendix to specify the additional 400,000 acre-feet that
would be dedicated exclusively to the purpose of Desalter replenishment (Restated
Judgement Exhibit “T” §2(b)[3]). |
3. Peace II, Paragraph 6.2(a)(ilt) gives Watermaster a basis to calculate the
total Desalter production from the preceding year and then apply against that
production/pumping a “credit” (i.¢., a reduction) which included a number of
factors, including New Yield referencing Peace I, paragraph 7.5(b). This credit
procedute is an important issue going forward for the administration of water
allocations: |
a) Peace I, paragraph 1.1(aa) defines New Yield as “proven increases in
yield in quantities greater than historical amounts from sources of
supply including, but not limited to, operation of the Desalters
(including the Chino I Desalter), induced Recharge and other
management activities implemented in operational after June 1, 2000.”
I) The court concludes that New Yield in the above paragraph means
watet produced/pumped by the Desaltets, because that is how yield is
always used, e.g., Safe Yield, Operating Safe Yield, etc., and the source
of supply is the Desalters as identified in the definition.
IT) So, New Yield includes watet produced/pumped by the Desaltets.
b)  Peacel, paragraph 1.1(nn) defines “Recharge and Recharge Water as
“introduction of water to the Basin, directly or indirectly, ... .” Recharge

references the physical act of introducing water to the Basin.”
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c) The conclusion of the court is that aftetr Peace I, the definition New
Yield now includes both Desalter operation, Ze., production/pumping
from the Desalters, and induced Recharge (1.e., groundwater flowing
back into the Basin from the Santa Ana River as the result of Desalter
operation).

d)  Peace II was consistent with Peace I. Peace II provided that the patties
would avoid some or all or a replenishment obligation for Desalter
production by getting credit/reduction against that production from
sources such as New Yield which includes induced Rechasge.

I) Peace I defined New Yield to include “operation of the Desalters” and
“induced Recharge.”

IT) The court concludes that the Peace I and Peace II when read together
recognized that some of the water which the Desalters
produced/pumped came from induced recharge form the Santa Ana
River.

1II) Peace II was not explicit it stating that the Desalter production
offset should follow the priorities of Peace I 7.5, but the coutrt
concludes that the replenishment water, z¢., Desalter-induced recharge,
must follow the priotities of Peace L.

(a) The agreements must be read together and mterpreted together
because they form a context for each other.

e)  Inits tesponse to Judge Reichert’s questions, Chino argued that SYRA’s
failure to give a specific definition to “Desalter-induced rechatge” was
putrposeful because the failure allowed SYRA to use “Desalter-induced
recharge” synonymously with New Yield. The court does not find
“Desalter-induced rechatge” to be synonymous with New Yield. The
court finds that “Desalter-induced recharge” is only synonymous with

“induced Recharge.” Therefore Desalter-Inducted Recharge is included
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in the definition of New Yield, as set forth in Peace I f1(aa): “induced

Recharge and other management activities implemented in operational

after June 1, 2000” includes Desalter-induced recharge.

I) . The court further finds that “Desalter-induced recharge” and

“induced Recharge” mean water flowing back into the Basin from the

Santa Ana River due to production/pumping by the Desalters loweting

the ground water table in the Basin. Finally, the court notes that New

Yield includes Desalter production and Desalter-induced recharge.

(a) This result is exactly what the Desalters were designed to
accomplish. They have achieved Hydraulic Control, meaning they
have loweted the water table at the south end of the Basin, so that
only a de minimus amount of Basin water is flows into the Santa
Ana River.

(b) In fact the Desalters have accomplished their design objective so
well that now some water flows from the Santa Ana River into the
Chino Basin. The court finds that his water is New Yield as set
forth above.

II) The court further finds that “Desalter-induced recharge” aka “induced

Recharge” is measureable, part of which comes from the Santa Ana

River, and is set forth in Watermaster’s response to the court’s

questions. This water is also known as Santa Ana River Undetflow or

SARU.

4. Peace II specified Desalter production/pumping replenishment to
include induced Rechatge, controlled overdraft, and other sources set forth in Peace
II 46.2(a). The Peace I and Peace II agreements did not specify any additional
sources of Desalter replenishment, such as Ag Pool water or Safe Yield.

5. CONCLUSION:

Now, aftet Peace II, there wete additional soutces of water for the Basin, the
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Desaltet operation/Desalter-induced rechatge, as well as the histotical overdraft, as

summatized below.

Ag Pool water

Comments

1995 Judgment

amendment

82,800 AFY of the Ag
Pool’s water available to
the Appropriate Pool with
Appropriative Pool claims
prioritized as follows:

(1) to supplement, and the
particular year, water
available from Operating
Safe Yield to compensate
for any reduction in the
Safe Yield by reason of
recalculation thereof after
the tenth year of
operation hereunder.

(2) putsuant to convetsion
claims as defined in
Subparagraph (b) hereof.
(3) as a supplement to
Operating Safe Yield,
without regard to

reductions in Safe Yield.

2000 Peace I-Desalters
start construction and

pumping water

Barly Transfers of 32,800
AFY of Ag Pool watet
now go to the

Appropriative Pool

New Yield (with
conditions) 1s soutce of
water to replenish water

pumped by the

Safe Yield Reset Agreement Motion
Final Rulings and Orders
Page 38 of 75

EXHIBIT 9



© 0 N OO o AW N -

NN NN DN N DN - e cd ca wd e ed o oA
o ~N O O AW N a2 O © 0 N bl WN s O

(leaving 50,000 AFY to
Ag Pool)., The remaining
Ag Pool water is subject
to Appropuiative Pool’s
ptioritized claims.

Peace I §1.1(aa) defines
New Yield to include
watet produced/pumped

from the Desalters.

Desalters. Water
produced/pumped by
the Desalters is New
Yield and sourced by
induced recharge and
overdraft. As New
Yield, water pumped by
the Desalters is not Safe
Yield or Safe Operating
Yield. That water is
“yield” attributable to
specific sources of
supply not included in
Safe Yield.
(Watermaster’s
Response to Order for
Additional Briefing,
page 5, line 22-23))
Therefore at the time of
Peace I Desalter
operations did not affect
Safe Yield or Operating
Safe Yield. Water
produced/pumped by
the Desalters was not
added to or subtracted
from yield of the Basin.
Water
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produced/pumped by

the Desalters had a

separate allocation.

2007 Peace II-overdraft | Additional 400,000 AF This is a diminishing
increased above the 200,000 AF pumping allocation as
provided in the Judgment | the overdraft goes to 0
for a total of 600,000 AF. |in 2017. Its putpose
was t0 help establish
Hydraulic Control.
Peace II Desalters Peace II 7.1 requires Desalter production

Desalter production
(defined as New Yield)
excluded from the
definition of Safe Yield.
However, Peace 1T Article
VI identifies offsets for
Desalter production,
which includes New Yield
the meaning of which
includes induced

Recharge. (Peace I,
1.1(aa).)

reaches above 20,000
AFY. Watermastet’s
Response to Order for
Additional Briefing,
Exhibit 1.

The court concludes that Peace II did not change any of the ptiorities for

claims on actual water production. Peace II addressed Desalter replenishment and

production/pumping but did not affect the priorities fot allocations of unptoduced

Ag Pool water,
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V. SYRA ARTICLE 5-STORMWWATER RECHARGE PLAN AND
WATERMASTER ACCOUNTING ANALYSIS

In the instant motion, Watermaster asks the court to approve 1) a stormwater
recharge plan, and 2) an accounting for allocation transfers as set forth in the Safe
Yield and Reset Agreement (SYRA). The court will address these proposals
separately.
A.  Stormwater Recharge—SYRA 5.1

1. Although there have been no objections to this aspect of SYRA, the
court denies its enforcement because the coutt finds that SYRA’s provisions
tegarding anything other than they Safe Yield reset cannot be severed for the reasons

set forth in Section I above.

B.  Desalter-Induced Recharge Allocations, Farly Transfers, Land Use
Conversion—-SYRA 5.2 and SYRA 5.3.

1. Because these provisions are major sources or contention among the
parties, the court will set them forth in their entirety.

SYRA 95.2 sets forth the following provisions regarding Desalter Induced
Recharge, and SYRA 5.3 sets forth the following provisions regarding Post 2030
Land Use Conversions and Eatly Transfers,

52  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)  2001-2014 Desalter-Induced Recharge. Induced recharge that
arises from ot is attributable to the Desalters for the petiod 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 consideted to have been available for
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production by the Desalters.
(®b)  2015-2030 Desalter-Induced Recharge. For the production yeats
of 2015- 2030, Watermaster shall account for induced recharge that atises

from ot is attributable to the Desaltets as equal to fifty (50) percent of the total
Desalter Production duting 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 IT Agreement, Watermaster shall deem the induced
recharge as having been produced by the Desalters. Duting 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 shate of Safe Yield shall be satisfied consistent with section
0.3(c) of Watermastet's Rules and Regulations, as amended as part of the
Peace II Measures, and the October 8, 2010 Order Approving Watermastet’s
Compliance with Condition Subsequent Number Eight and Approving
Procedures to be used to Allocated Surplus Agticultural Pool Water in the
Event of a Decline in Safe Yield.

(c)  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 negotiation of such a new and separate agreement among the Parties to the

Judgment. Unless otherwise agreed by the Parties or ordered by the court,
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during the extension term, Watermaster shall not consider such recharge to
require supplementation by the reallocation of a portion of the unproduced
Agticultural Pool’s shate of Safe Yield.

5.3  Post-2030 Priority among Land Use Conversion and Early Transfer

Claims. At the expiration of the Peace IT Agreement, the Peace II provisions

relating to the distribution of surplus watet by the Agticultural 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 (it) Section III.(6) of the October 8,
2010 Order Approving Watermaster’s Compliance with Condition Subsequent
Number Eight and Approving Procedures to be used to Allocate Sutplus
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)(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 watet for each converted acre, shall temain in effect.

C. The court summarizes the effect of these SYRA proposals 5.2 and 5.3 as

follows:
Ag Pool water Comments
1995 Judgment 82,800 AFY of the Ag
amendment Pool’s water available to the
Appropriate Pool with
Approptiative Pool claims

ptioritized as follows:
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(1) to sﬁpplement, and the
particular year, watet
available from Operating
Safe Yield to compensate for
any reduction in the Safe
Yield by reason of
recalculation thereof after
the tenth yeat of operation
hereunder.

(2) pursuant to conversion
claims as defined in
Subparagraph (b) hereof.

(3) as a supplement to
Operating Safe Yield,
without regard to reductions
in Safe Yield.

2000 Peace I—
Desalters start
consttuction and

pumping watet

Eatly Transfers of 32,800
AFY of Ag Pool water now
goes to the Approptiative
Pool (leaving 50,000 AFY to
AgPool). The remaining Ag
Pool water is subject to
Appropriative Pool’s

ptioritized claims.

New Yield (with
conditions) is source of
water to replenish water
pumped by the
Desalters. Therefore
Desaltets do not affect
Safe Yield or Operating
Safe Yield. Water
produced/pumped by
the Desalters is not
added to or subtracted
from Safe Yield ot
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Operating Safe Yield of

the Basin.
2007 Peace II- Additional 400,000 AF This is a diminishing
overdraft increased above the 200,000 AF pumping allocation as
provided in the Judgment the overdraft goes to 0
for a total of 600,000 AF. in 2017.

SYRA proposal:

(see column to right
for S7eps 1-3):

Szep 4:SYRA 15.2(b)
subtracts 50% of total
Desalter production
up to 20,000 AFY
from Ag Pool Water
and then adds that
50% of total Desalter
production up to
20,000 AFY to Safe
Yield (to make up for
the subtraction in
Step 3).¥

SYRA proposal S#p 7: The
Desalter
production/putmping up to
20,000 AFY is allocated to
the Desalters, not as Safe
Yield or Safe Operating
Yield for New Yield].

Step 2: Under SYRA 95.2(b)
one-half of the source of
Desalter production up to
20,000 AFY 1s attributed to
“Desalter-induced
recharge.” Desalter-induced
Recharge means water
flowing back into the Basin
from the Santa Ana River.
Step 3. SYRA then subtracts
the other half of Desaltet
production up to 20,000
AFY from Safe Yield.

Additional SYRA Effects: Step 5 (see above for Steps 1-4)
The Ag Pool water allocation is reduced by up to 20,000 AFY for the Desalters.
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SYRA is unclear where the priotity lies with respect to ptiotity of allocation as
tequired by Judgment Exhibit “H” Paragraph 10. The coutt orders that those
ptiorities must be followed. Because the court has ordered that those ptiorities be
followed, court concludes that it cannot order these provisions of SYRA in
addition to SYRA’s not being severable. At best SYRA is ambiguous with respect
to following the priorities set by the Judgment and the Court Approved

Management Agreements. At worst, SYRA contradicts them.,

*So, the court concludes that previous to SYRA, the Desalter water
production/pumping could be offset from a priotitized list of soutces including New
Yield (induced recharge). Now under SYRA:

1) All of the induced recharge gets allocated to watet produced/pumped by
the Desalters.

2) Watermaster reduces Safe Yield by 50% of the Desalter production up to
20,000 AFY. '

3) Then, Watermaster adds to Safe Yield 50% of the Desalter production up
to 20,000 AFY, from water allocated to the Ag Pool, to make up for (aka backfill) the
reduction in Safe Yield allocated to Desalter production.

4) This means that the availability of Ag Pool water goes down and theteby the
availability of unproduced Ag Pool water for the priorities set forth in the Judgment
and the Court Approved Management Agreements. The ptiorities are also set forth in|
Watermaster Rules and Regulations 6.3 (a).

5) Elaborating on Example 1-A from Section IV.B.5 of this ordef above, the

coutt’s analysis is as follows

Example 1-B Explanation Comment

Initial Ag Pool 82,800 AFY Judgment

allocation

Ag Pool - 33,600 AFY Assumption based the cutrent
production/pumping credited production (pumping)
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for agticultural groundwater is
about 33,600 AFY, but that
includes agricultural Jand itrigated
with reclaimed watet. [The
actual groundwater production
for agricultural purposes 1s about
22,000 AFY. Jutrupa Services
District’s response to Judge
Reichett’s Request for
Clarification, March 22, 2016
page 2, lines 8—10.]

Initial balance after 49,200 AFY 82,800 acre-feet — 33,600 acte-
production feet = 49,200 acre-feet
Conversion claims - 2000 acte-feet Assumption: The subtraction for

satisfying conversion claims
before any reallocation. (1000
acres x 2.0 acre feet of water/one

acre converted = 2000 acre-feet).

Balance:

47,200 AFY 49,200 acre-feet - 2000 acre-feet
= 47,200 acre-feet. Ag Pool
Water available after conversion
priority claims pursuant to
Judgment Exhibit “H” Paragraph
10

Reduction for Early

Transfers

- 32,800 AFY Basic Early Transfer from 82,800
AFY allocation leaving 50,000
AFY for the Ag Pool itself to

produce/pump and fot
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additional claims by the
Appropriative Pool putsuant to

Peace I and Peace I1.*

Balance

14,400 AFY (47,200 acre-feet -32,800 acre-
feet = 14,400 acte-feet. This is
the Ag Pool water available for
reallocation to Approptiative
Pool after subtraction of
conversion ptiority claims of
2,000 acre-feet from and the
32,800 Early Transfer of
unproduced/unpumped from the

allotment of Ag Pool water.

Now, to examine the effect of SYRA on the Appropriative Pool:

Starting balance
avatlable Ag Pool

water

14,400 AFY Total Ag Pool water available for
production/pumping from the

example above

Desalter teallocation

- 20,000 AFY SYRA Desalter reallocation:
' 20,000 AFY of Desalter
production is allocated from Ag

Pool water to Safe Yield.

Balance:

- 5,600 AFY A negative amount. This

plausible scenario assumes 2,000
AFY of conversion claims. The
negative balance shows that this
scenatio under SYRA would not

leave sufficient Ag Pool water for
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that amount of conversion
claims, In otder to meet
conversion claims and Eatly
Transfer allocations, the Ag Pool
would only be able to
produce/pump 26,000 AFY, well
below theit current credited
pumping. Calculation follows:
82,800/1nitial allocation
~26,000/pumped = 56,800
56,800 — 2,000/ conversion
claims = 54,800
54,800 — 32,800/Early Transfer
= 20,000
20,000 — 20,000/Desalter
reduction from Ag Pool

Allocation =0

The court concludes that there is no basis in the Judgement ot any of the Court
Approved Management Agreements for the post SYRA result identified in the

plausible scenario above.

D.  Further Analysis and orders:

1. In addition to SYRA’s not being severable, the court denies
Watermaster’s motion with respect to the implementation of 5.2 and 5.3 of SYRA
for the following reason:

a)  The court concludes that SYRA paragraphs 5.2 and 5.3 fundamentally

change the allocations of Appropriative Pool and of Ag Pool water.

" Those fundamental changes are inconsistent with the Judgment and the
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b)

Court Approved Management Agreements

Peace I and Peace 11 both define Desalter production as within the

definition of New Yield and therefore outside of the definition of Safe

Yield. Through a several step re-allocation reassignment described

above and summarized in this section of the coutt’s order, SYRA now

moves Desalter production into Safe Yield. The parties have not
demonstrated any legal et-practical-requirement basis which allows this.

Peace I and Peace II prohibit this.

The court concludes that Peace IT Agreement Paragraphs 6.2(2)(iii) and

7.1 provide that through 2030 (the initial term of Peace I Agreement as

set forth in §8.2) recharge attributable to the Desalters is allocated for

Desalter Production and not allocated as Safe Yield producible (z.e.,

water available to be pumped without a teplenishment obligation by

putchase or otherwise).

I) Peace II 7.1 excluded New Yield attributable to the Desalters from
a determination of Safe Yield, at least for the 30 year term of Peace
Agreement.

II) Peace I q1.1(aa) defines New Yield to include induced recharge.

(a)  The court finds that induced recharge includes Desalter-
induced recharge.

III)  The court finds that Peace I 7.5 defines replenishment water for
the Desalters includes New Yield, but not Safe Yield.

IV)  The coutt finds that Peace II §[7.1 states that no patty can
incorporate New Yield attributable to the Desalters into Safe Yield.
(2)  In contradiction to Peace I and Peace II, SYRA ¥5.2(a)

explicitly defines Desalter-induced recharge as Safe Yield, in -
contradiction to Peace I and Peace II.

V) In contradiction to the Peace I and Peace II, the court finds that
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d)

g

h)

SYRA attempts to incorporate New Yield from the Desalters into
Safe Yield through the accounting method of 1) taking Desalter
induced yield water coming from Desalter-induced recharge, then 2)
moving that water into Safe Yield, then 3) backfilling Safe Yield
from unproduced Ag Pool water.
(a)  This is an unacceptable citcumvention of the court’s orders
based on Peace I and Peace II.
The aﬁalysis above shows that these SYRA provisions are contrary to
the Judgment and the Court Approved Management Agtreements,
specifically Peace I and Peace II. These SRYA provisions can prevent
the application of the Judgment provisions regarding conversion claims.
They are invalid.
There is no basis in the Judgment ot the Court Approved Management
Agreements for the attribution of water production from Desalters into
the definition of Safe Yield.
There is no basis in the Judgment or any of the Court Approved
Management Agreements for the splitting and reallocation of Desalter
production/pumping to one-half to Desalter-induced techatge and one-
half to Safe Yield.
There is no basis in the Judgment ot any of the Court Approved
Management Agreements to reallocate Ag Pool water to Safe Yield to
make up for the Safe Yield reallocated to the Desalters.
Due to the Desalters, there is now recharge coming from the Santa Ana
River back into the Chino Basin. SYRA Paragraph 5.2(b) takes the
Peace I and Peace IT agreements one step—wrongfully—farther by
identifying how this recharge quantity will be estimated, z¢., 50% of
Desalter Production, and then further specifies that amount of techarge

will be allocated to Desalter production and not to the parties as patt of
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their allocation of the Safe Yield. Thete is no legal basis in the

Judgment ot the Coutt Approved Management Agreements for this

redefinition of Safe Yield to include of 50% of Desalter Production up

to 20,000 AFY through a mechanism of passing the amounts through
the Appropriative Pool allocation. |

SYRA attempts now to remove the special exception for New Yield

from Desalter induced rechatge and production and incotporate it into

Safe Yield. The mechanism by which SYRA attempts to do this is by 1)

taking half of the Desalter production and sourcing that

production/pumping from Desalter induced rechatrge from the Santa

Ana River and 2) soutcing the othet half from the Appropriative Pool

through unproduced Ag Pool water. The coutt concludes and finds

that this attempt is not justified because it can interfere with the priority
of claims on unproduced Ag Pool water set forth in the judgment and
the Court-Approved Management Agreements.

I) The court notes that Peace II, Article VII-Yield Accounting, 7.2(d)
discusses a contingency if Western Municipal Water District
(WMWD) and the Approptiative Pool “do not reach agreement on
apportionment of controlled overdraft of Future Desalters, then no
later than August 31, 2009, the members of the Appropriative Pool
will submit a plan to Watermaster that achieves the identified goals
of increasing the physical capacity of the Desalters and potable watet
use of approximately 40,000 acre-feet of groundwater production
from the Desaltets from the Basin no later than 2012.”

IT) The coutt concludes that the Desalter production of 40,000 acte-feet

- has been under discussion since Peace IT in 2007.
IIT)  Howevet, the court cannot accept the resolution set forth in

SYRA for the reasons stated in this order.

Safe Yield Reset Agreement Motion
Final Rulings and Orders
Page 52 of 75

EXHIBIT 9



© ® N O B~ WON -

NN N N NN N N N B a2 A o wd ed wd md oA o
0 N OO O b W N A OO N0 AsE YN Ao

)

SYRA 95.2 and 5.3 contradict and conflict with Peace I and Peace II.
I) PeaceII 7.1 requites neither Watetmastet not the parties to request
that safe yield be recalculated in 2 manner that incotporates 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.)
II) SYRA now includes New Yield in the determination of Safe Yield in
two ways.
(a)  First, SYRA takes up to 20,000 AFY away from Safe Yield
thtough Desalter Production.
(b)  Second, SYRA adds back up to 20,000 AFY to Safe Yield
from unproduced Ag Pool water.
() The net change to Safe Yield is 0, but available Ag Pool water
for allocation is reduced up to 20,000 AFY. This re-allocation
and re-accounting, is not justified ot supported in the Peace I,
Peace II, Watermaster Rules and Regulations, ot the court’s
orders of implementation, the Judgment, ot the CAMAs.
(d)  The following chain shows SYRA’s violations of the previous
orders:
(1)  Desalter-induced recharge is New Yield. (Peace
1 (aa).
()  PeaceII §7.1 prevents New Yield from being
incorpotated within Safe Yield.
(i) SYRA moves 20,000 AFY of Desalter-induced
recharge to the Ag Pool.
(tv) Then SYRA moves the 20,000 of Desaltet-induced

recharge (now characterized as Ag Pool Water) into
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k)

Safe Yield.

(v)  Therefore, SRYA recalculates Safe Yield to incorporate
New Yield in violation of Peace 11 §7.1

(vi)  Moving the 20,000 AFY of Desalter-induced Recharge
through the portal of the Ag Pool water does not
change its definition of New Yield.

The court does not find a legal esfactual-basis-for determining a post-
2030 priority among land use conversion and eatly transfer claims. The
priorty is set forth in the judgment and as specified in this ordet

In addition to SYRA’s not being severable, the court’s 2010 order does

not require the implementation of §5.2 or 5.3.
Section IIL.(6) of the October 8, 2010 order states:

Watermaster is ordered to utilize the procedures regarding the re-
allocation of surplus Agricultural Pool watet the event of a
decline in Safe Yield as described in the December 2008 staff
report and the December 4, 2008 memorandum from legal
counsel. Specifically, in the event that Operating Safe Yield is
reduced because of a reduction in Safe Yield, Watetmaster will
follow the hierarchy provided for in the Judgment, exhibit “H,”
by first applying the unproduced Agticultural Pool watet to
compensate Appropriative Pool members for the reduction in
Safe Yield. (Judgment, Exhibit “H,” patagraph 10 (a).) If thete
is unallocated water left, Watermaster will then follow the
remainder of the hierarchy and reallocate unallocated Agricultural
Pool water next to conversion claims then to supplement the
Operating Safe Yield without regard to reductions in Safe Yield
according to the guidance provided by Peace Agteement I & II

and Watermaster’s rules and regulations as amended. If, after

Safe Yield Reset Agreement Motion
Final Rulings and Otrders
Page 54 of 75

EXHIBIT 9



© o0 N O g bW DN -

N N N N D N NN N - ad ed wd eed ed md =) b oA
@ N OO O b WN SO O 0O N, A WY o

applying the unallocated Agricultural Pool water to compensate
the Appropriate Pool members for the reduction in Safe Yield,
the actual combined production from the Safe Yield made
available to the Agticultural Pool, which includes overlying
Agricultural Pool uses combined with land use conversions and
the Eatly Transfer, exceeds 82,800 in any year, the amount of
water available to members of the Appropriative Pool shall be
reduced pro rata in proportion to the benefits received according
to the procedures outlined in Watermaster Rules and
Regulations.

I) In considering the reference to Watermaster Rules and
Regulations in the preceding paragraph, if the order is vague, the court
now clatifies it. In the instant order, the coutrt has clarified that
Watermaster must follow the priorities set forth in the Judgment for
allocations of unproduced Ag Pool water.

II) The court has the continuing jutisdiction to interpret and apply
its previous orders in light of changing circumstances. In light of the
instant motion, the coutt is doing so.

I1II) JCSD cottectly points out that putsuant to the Judgment
15 the coutt is authorized “to make such further or supplemental
orders or directions as may be necessary or appropriate for
interpretation, enforcement ot tearing out of this judgment ... .”

V) Because there has not been a reset in Safe Yield, the court
does not find that there has been a detrimental reliance on the court’s
October 8, 2010 Order. This would not be the first time that the
court’s orders and intetpretations thereof have the subject of further
litigation.

V) Watermaster’s further response to order for additional briefing,

Safe Yield Reset Agreement Motion
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filed April 11, page 3, lines 15-19 states:
Both responses provided by the City of Chino and JCSD ormit
the key fact: Section 6.3(c) Watermaster Rules and Regulations,
as amended pursuant to Peace II measures provides that water
unused by members of the Agricultural Pool shall be divided
equally between Land Use Conversions and Eatly Transfers. The
Court’s October 8, 2010 Otder provides that this shall be done
even if the safe yield declines. For the first time, approximately
five years following this Order, the City and JCSD would set it
aside and thereby unwind accounting, court approvals, and
agreements impliedly if not expressly made in reliance theteon.

No party has offered any specific dettiment that would occur from the

court’s instant otders regarding the priorities.

Watermaster is relying on its own interpretation of its own rules and

regulations which the court does not accept for the reasons set forth

herein. The court has clarified its October 8, 2010 Otder.

I) Watermaster cannot use its own interpretations of the coutt’s
otders to contradict the coutt’s interpretation. The final decision is the
court’s, not Watermaster's.

II) If there is any ambiguity that Watermaster finds the current
citcumstances for the application of that Order 1I1.(6) the coutrt clarifies
it now. SYRA’s reference to that ordet’s provision does not help in its
clarification or application.

11T) Watermaster argues that “in the event that Operating Safe
Yield is reduced because of a reduction in Safe Yield, Watetmaster will
follow the reallocation hierarchy provided for in the Appropriative Pool
Pooling Plan by first applying the unallocated Ag Pool water to

compensate the Approptiate Pool members for the teduction in safe
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p)

yield. (Restated Judgment, exhibit “H), paragraph 10 (a).) If, thereafter,
there is unallocated water left, Watermaster then followed the
remainder of the hierarchy and reallocate unallocated agticultural Pool
water next to land use conversion claims and Farly Transfer, and then
to supplement the Operating Safe Yield without regard reductions in
safe yield.” (Watermaster’s Reply to Oppositions to Motion regarding
2015 Safe Yield Recent Agreement, Amendment Restated Judgment,
Paragraph 6, page 24, lines 7-14.)

V) This argument equates land use conversion claims and
Farly transfer claims. This argument is incorrect for the reasons stated
herein. Additionally:

(a) The court’s order filed October 8, 2010, paragraph III.(6)
is quoted in full in section “I”” above:

(b) This paragraph IIL(6) provides no basis to equate land use
conversions and Eatly Transfers. The specific language of the
order requires Watermaster to follow the hierarchy in Judgment,
Exhibit “H” which does not include, or even mention, Early
Transfers. Eatly transfers were an aspect of Peace I, and the
court has interpreted and ordered the hierarchy to require
conversion claims to have priority over Eatly Transfer claims,

Additionally, the court rejects and denies the implementation of SYRA
95.3 specifically because, as with SYRA 5.2, this provision has the
same problems of interpretation of the court’s 2010 Ordet 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.

Watermaster’s erroneous interpretation of the order of priotities is not a

basis to continue that erroneous interpretation. If Watermaster has to
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E.

make a reallocation, then it must do so in order to follow the coutt’s
order. A wrong practice can be long-standing, and still be wrong. A
wrong practice cannot be a basis of prejudice.

The court rejects any argument that this issue is subject to issue
preclusion. The specific issues raised by the oppositions to the motion
have not been specifically addressed by the court. They are not barred
by laches. The issues have been timely raised within the context of the
instant motion, and the court always retains jurisdiction to modify its
otders as those orders ate drawn to the attention of the coutt, and the
court determines they requite modification for the reasons set forth in

this ordetr,

Dispute re priotity of claims

A dispute has arisen concerning the priority of claims. The dispute concerns

the ptiotity of allocation claims to unproduced/unpumped Ag Pool water. The 1978

Judgment, Exhibit “H,” Paragraph 10 was very specific as set forth in section A of

this ruling above. For convenience, it is repeated here.

Paragraph 10 desctibed “Unallocated Safe Yield Water” as follows:

To the extent that, in any 5 yeats, any portion of the share of Safe Yield
allocated to the Ovetlying (Agticultural) Pool is not produced, such
water shall be available for reallocation to members of the
Appropriative Pool as follows:

() Pdorities. Such allocation shall be made in the following sequence:
(1) to supplement, and the particular yeat, water available from
Operating Safe Yield to compensate for any reduction in the Safe Yield
by reason of recalculation thereof after the tenth year of operation
hereunder.

(2) pursuant to conversion claims as defined in Subparagraph (b)
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‘hereof.
(3) as a supplement to Opetrating Safe Yield, without regard to
teductions in Safe Yield.”
Confusion has arisen with respect to the relationship between the Judgment,
Exhibit “H,” Patagraph 10 on the one hand, and Watermaster Rules and Regulatons
96.3(a) on the other. Watermaster Rules and Regulations /6.3 (a) states as follows:

Accounting of Unallocated Agricultural Portion of Safe Yield. In each

year, the 82,800 acre-feet being that portion of the Safe Yield Made
available to the Agricultural Pool under the Judgment, shall be made
available:

)  To the Agricultural Pool to satisfy all demands for ovetlying
Agricultural Pool lands; '

(i)  To land-use conversions were completed prior to October 1,
2000,

@) To land use convetsions that have been completed after October
1, 2000; and

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

The confusion arises because Watermaster Rules and Regulation 96.3(a) does
not explicitly confirm the priority of allegations set forth in the Judgment and as
ordered by the coutt.

Chino has argued that

[TThe members of the Appropriative Pool have received the right to

patticipate in annual allocations of the Unproduced Agticultural Pool
Water instead of every five years called “Early Transfets” (Paragraph
5.3(f-g), Peace Agreement) and the right to an equal priority of Eatly

Transfers with Land Use Convetsion Claims, which have a higher
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ptiority under the Judgment, in otder to maximize the amount of their
Early Transfer water to the appropriators do not have Land Use
Conversion Claims. (Paragraph 3.1(a)(i) and Attachment “F”, Peace II
Agreement). City of Chino’s Opposition Watermaster Motion
regarding 2015 Safe Yield Reset Agreement, Amendment of Restated
Judgment, Paragraph 6, page 13, lines 19-25.
Attachment “F” refers to the Watermaster Rules and Regulations 6.3(c). As
stated above, the court finds Watermaster Rules and Regulations 6.3(c) ambiguous.
The court finds that the Judgment must govern and take ptiority and
precedent for the interpretation of any Watermaster rule or regulation, including
Watermaster Rules and Regulations 6.3(c).

At this time, the court additionally ordets as follows:
A. The order of priorities set forth in the Judgment, Exhibit “H,” Paragraph
10 must be followed; and
B. Watermaster Rules and Regulations [ 6.3, and particulatly §16.3(a) and (c),
are to be interpreted to follow the priorities set forth in Judgment, Exhibit “H,”
Paragraph 10. In particular, the court orders conversion claims are to receive a
higher priority than Early Transfer claims for the following reasons:
(1) The convetsion claims are set forth in the judgment;
(2) Eatly Transfer claims were a creation of Peace I;
(3) Early Transfer claims did not affect the priority of claims set forth in
the judgment;
(4) Eatly Transfer claims were ordered after the judgment and so must
be considered subordinate to the otiginal terms of the judgment.
(5) The parties to Peace I made their agreement in the context of the
judgment and thetefore used the Judgement priorities as a basis for additional

allocations of Ag Pool water.
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VI. SAFE STORAGE MANAGEMENT MEASURES
A.  Through the facilitation and nondisclosure agreement (FANDA) Watermaster
attempted to facilitate an agreement among all parties avoid an accelerated
cumulative draw on Excess Carry Over stored water in order to avoid undue risks.
SYRA had provisions to establish a mechanism for a safe storage teserve of 130,000
AF of water in the non-Supplemental Water storage accounts of the members of the
Appropriative Pool as a resetve sufficient to protect the Basin. However, the
concern for basin protection was balanced with temporary needs in the event of an
emergency or to support Desalter Replenishment. Up to 100,000 AF could be
accessed in the event of an emergency subject to conditions
a)  The plan which Watermaster attempted to facilitate is identified in
SYRA as “the safe storage reserve and safe storage management plan”
ot the safe storage management measures (SSMM).
b)  The City of Chino (Chino) has the largest component of Excess Carty-
Over water and was the most significantly affected patty.
c) Chino refused to agtee to SSMM.

B.  The court rejects the adoption of the Safe Storage Management Measures set
forth in the SYRA Article 6. The court is not going to set forth the provisions of

SYRA Atticle 6 because the coutt is rejects the atticle as a whole.

C.  The court rejects Article 6 of SYRA for the following reasons:

1. SYRA is not severable as set forth above.

2. Watermaster states that access to safe storage in the short tetm is
extremely remote.

3. The volume in stoted water accounts of Appropriative Pool membets is

Safe Yield Reset Agreement Motion
Final Rulings and Orders
Page 61 of 75

EXHIBIT 9



© 0 N O O bh wWw N -

N N N NN N NN N - e e ed ek =d =3 owd o o
0 ~N O O A O N -2~ O O O N OO O DA o WwN Ao

about 357,000 AF as of June 30, 2014.

4. The Judgment Parties presently lack the infrastructure capability (wells
and pipelines) that would produce the quantity of watet from storage that would
trigger production from the safe storage teserve that is identified in SYRA.

5. Article 6 is essentially a statement of intent without specificity of
implementation. The coutt refuses to consider or authotize an inchoate plan.

a)  Although Watermaster argues that the Safe Storage Management
Agreement provisions are still subject to “stakeholder process get to be
initiated” (Watermaster’s Reply to Oppositions to Motion tegarding
2015 Safe Yield Reset Agreement, Amendment of Restated Judgment,
Paragraph 6, page 1, line 18), the court does not approve policy
statements and therefore rejects any implementation.

6. The Safe Storage Technical Memorandum (Exhibit E to the motion)
does not set forth a factual basis for the court to order the patties to proceed with
the provisions of Article 6. While the memorandum states that the SSMM will not
cause Material Physical Injury or undesirable results, the memorandum does not
include that the SSMM ate essential to the OBMP.

7. The court notes that from 2000 to 2014, the shott-term actual measured
net rechatge was less total rights allocated to the judgment Parties by as much as
130,000 AF.

a) From this the court concludes that during this petiod from 2000 to

2014, after offsets for production, there was recharge to the basin in
excess of what water was actually produced by as much as 130,000 AF.

b)  This recharge was accounted for in the storage of Excess Carry-Over
water.

8. The court does not reach the arguments of Chino that the SSMM

constitutes a “taking”.

9. The safe storage measures are not required by the physical solution of
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the Judgment, Peace I, Peace II, the court approved management agreements, the
OBMTP, the court orders of implementation, ot Article X, section 2 of the California

Constitution.

VII. The Safe Yield Reset and Ag Pool Water: Recalculation
A.  The court finds that the Safe Yield teset to 135,000 AFY is a “recalculation”
within the definition of Judgment, Exhibit “H” {10.

1. SYRA used the term “reset” to desctibe lowering the Safe Yield to
135,000 AFY.

a)  Now that the court has rejected all of SYRA except the loweting of Safe
Yield to 135,000 AFY, the court finds that “reset” is a legally unjustified
and legally incorrect term for describing the lowering the Safe Yield to
135,000 AFY. For the reasons stated herein, the court finds that
lowering the Safe Yield to 135,000 is a recalculation within the
definition of Judgment, Exhibit “H” §10(a)(1). For the rest of this
otder, the court will cotrectly use the term recalculation for lowering the
Safe Yield from 140,000 AFY to 135,000 AFY.

b)  Wildermuth himself calls it a recalculation. Exhibit 1 to his declaration
1s entitled Declaration of Matk Wildermuth-2013 Chino Basin
Groundwater Model Update and Recaleulation of Sate Yield Pursuant to
all the Peace Agreements. [Emphasis added.]

c) The tecalculation to 135,000 is pursuant to the “tenth yeat” of
operation evaluation required by the Judgment.

d)  Watermaster and the City of Ontario argue to the contrary, but the
“reset” lowering of Safe Yield fits any ordinary definition of the wotd
“recalculation.”

~ I) The whole point of the SYRA motion, related motions, and series of
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hearings has been for the court to determine how to integrate the

reduction of the Safe Yield from 140,000 AFY to 135,000 AFY.

The court finds this reduction to be a recalculation of the Safe Yield

into the cutrent reality of the Chino Basin.

(a) In the context of SYRA, the use of the term “reset” might have
made some legal sense. However, now that the coutt has
rejected everything but the reduction, the label “reset” has no
basis in fact ot law.

II) The court cannot find any other way to teconcile these provisions and
their interpretations while keeping the ruling consistent with reality.
The reduction in Safe Yield is a recalculation, no matter how subtle the
attorneys’ atrguments ate.

2. Therefore, the coutt finds and orders that the first 5,000 AFY of any
unproduced Ag Pool water now has a top priority over any other claims, such as
conversion claims and early transfers, and that 5,000 AFY of Ag Pool water be
allocated to Operating Safe Yield pursuant to Judgment Exhibit H §10(a).

a)  This 5,000 AFY has top ptority because it is part of the Judgment.

b)  To further illustrate the coutt’s ordets, based on the tables in sections

IV.B.5 and V.C.5 above

Example 1-B Explanation Comment
Initial Ag Pool 82,800 AFY Judgment
allocation |

Subttract 5,000 AFY - 5,000 Safe Yield recalculation reduction

pursuant to Judgment Exhibit H

f10
Ag Pool . - 33,600 AFY Assumption based the current
production/pumping credited production (pumping)

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

about 33,600 AFY, but that
inchudes agricultural land irrigated
with reclaimed watet. The actual
groundwater production for
agricultural purposes is about
22,000 AFY. Jurupa Services
District’s response to Judge
Reichert’s Request for
Clatification, March 22, 2016
page 2, lines 8-10.]

Inidal balance after

production and reset

44,200 AFY 82,800 acte-feet — 5,000 - 33,600

acre-feet = 44,200 acre-feet

Convetrsion claims

- 2000 acre-feet Assumption: The subtraction for
satisfying convetsion claims
before any reallocation. (1000
acres x 2.0 acre feet of water/one

acre converted = 2000 acre-feet).

Balance:

42,200 AFY 44,200 acre-feet - 2000 acte-feet
= 42,200 acre-feet. Ag Pool
Water available after conversion
ptiotity claims pursuant to
Judgment Exhibit “H” Paragraph
10

Reduction for Early

Transfers

- 32,800 AFY Basic Eatly Transfer from 82,800
AFY allocation leaving 50,000
AFY for the Ag Pool itself to
produce/pump and for
additional claims by the
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Appropriative Pool pursuant to
Peace I and Peace II.

Balance 9,400 AFY (42,200 acre-feet -32,800 acre-
feet = 14,400 acre-feet. This is
the Ag Pool water available for

reallocation to Appropriative
Pool after subtraction of the

recalculation reallocation, the
conversion priotity claims of
2,000 acre-feet from and the

32,800 Eatly Transfer of

unproduced/unpumped from the

allotment of Ag Pool water.

VIII. Safe Yield Reset and Desalter-Induced Recharge

The court concludes and orders that Desalter-Induced Recharge is only to be
applied to offset Desalter production. The court’s analysis involves going back to the
basics of the judgment and the Peace Agreements.

A.  The Revised Judgment

1. The Judgment JL.4.(x) defines “Safe Yield” as “the long-term average
annual quantity of groundwater . .. which can be produced from the Basin under
cultural conditions of a particular year without causing an undesirable result.”

2. The Judgment YL.4.(1) defines “Operating Safe Yield” as “the annual
amount of water which Watermaster shall determine, pursuant to the criteria
specified in Exhibit “I”, can be produced from Chino Basin by the Appropziative
Pool parties free of replenishment obligation under the Physical Solution herein.

a) Exhibit “I” is the Engineeting Appendix which has come to include the
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B.

definitions of Hydraulic Control, Re-Operation watet, and Desalter

production.
Judgment Exhibit “H” 10 Unallocated Safe Yield Water states:

“to the extent that, in any five yeats, any portion of the share of
Safe Yield allocated to the Ovetlying (Agticultural) pool is not
produced, such water shall be available for reallocation to membets of
the appropriative pool, as follows:
(a) Priorities.-Such allocation shall be made in the following sequence:

(1) to supplement, in the particular year, water available from
Operating Safe Yield to compensate for any reduction in the Safe Yield
by reason of recalculation thereof after the tenth year of operation
hereunder.

(2) pursuant to conversion claims as defined in Subparagraph (b)
hereof.

(3) as a supplement to Operating Safe Yield, without regard to

reductions in Safe Yield.

The 2000 Peace Agreement I

1.

Peace I Section I(ee) defines “Operating Safe Yield” as the “annual

amount of groundwater which Watermaster shall determine, pursuant to criteria

specified in Exhibit “T” to the judgment, can be produced from Chino Basin by the

Appropriative Pool free of Replenishment obligation under the Physical Solution.

Watermaster shall include any New Yield in determining Operating Safe Yield.”

2)

This is a modification of the definition of “Operating Safe Yield” from
the Judgment. In fact, the court notes “IV-Mutual Covenants, § 4.5
Construction of “Operating Yield” Under the Judgment. ExhibitI to
the Judgment shall be construed to authorize Watermaster to include

New Yield as a component of Operating Safe Yield.”
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C.  The 2007 Peace Agreement II

1. Article VII Yield Accounting, 7.1 New Yield Atttibutable to the
Desalters states “for. the initial term of the Peace Agreement, neither Watermaster
nor the Parties will request that Safe Yield be recalculated in 2 manner that
incorporates New Yield aztributable to the Desalters into the determination of Safe Yield
so that this soutce of supply will be available for Desalter Production rather than for
use by individual parties to the Judgment.” (Emphasis in original.)

D.  The Safe Yield Recalculation and Desalter-Induced Recharge

1. Watermaster correctly states that that desalter induced recharge can
only be used to offset desalter production. From this Watermaster concludes that
Safe Yield of 135,000 acre-feet per year must include Desalter-induced recharge.
This conclusion is wrong.

a) Through many avenues, Watermaster has attempted to include
Desalter-Induced Recharge (with the new abbreviation of “DIR”)

; within the definition of Safe Yield.

b)  Watermaster has never explicitly offered an explanation of why
Watermaster has attempted so diligently to convince the court to
include Desalter-Induced Recharge within the definition of Safe Yield.

I) The court considers that Watermaster’s explanation might include an
argument that if Desalter-Induced Rechazge is not included within the
definition of Safe Yield, the parties could produce/pump watet from
Desalters without limit, with the result that water could be drained from
the Santa Ana River without limit. That result would be not only
dettimental to the hydrology of the entire region, but also legally
unjustified.

C) In its latest argument, Watermaster has offered to “sequester” the
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portion of Safe Yield attributable to Desalter-Induced Recharge.

I) The court does not accept this chatacterization of Desalter
production/pumping allocation because it is simply a chatacterization
of an accounting,

II) The “sequestration’ has no basis in the CAMA’s and adds a new, vague,
undefined tetm to an already complicated structure of accounting,

1IT) Watermastet argues “that Desalter-Induced Recharge is an inflow
to the Basin and therefote a component of Safe Yield.”

(a) The coutt rejects this argument because it contradicts the
requirement of Peace II that for the initial term of the Peace
Agreement, Safe Yield will not be recalculated to include New Yield
atttibutable to the Desalters.

(b) Desalter-Induced Rechatge is the soutce of (and offset to) New
Yield attributable to the Desalters. That New Yield cannot be
included in Safe Yield. So, so under Peace II, Safe Yield also does
not include Desalter-Induced Recharge. (Peace I 1.1(aa)-definition
of New Yield; Peace I §7.5-Replenishment Water; Peace II 6.2-
Peace II Desalter Production Offsets.)
V) The Responding AP Members argue that the coutrt can only be
consistent in its ordets if the court resets the Safe Yield to 115,000
AFY. The court also rejects this argument for the following reasons.
(a) Using Watermaster's own proposal, the court recognizes that there is
some logic to the position of the Responding AP Members because
1) if the 20,000 AFY is “sequestered” that it is not available for
production/pumping without a replenishment obligation and 2)
then the reality is the safe yield should be 135,000 AFY - 20,000
AFY for a net of 115,000 AFY.

(b) However, the court concludes that the structure set up by the
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Judgment, Peace I, and Peace II require that there be sepatate

analyses for Safe Yield and New Yield atttibutable to the Desalters.

(1) The analysis for Safe Yield is illustrated in this otder Sec. VIL.5.a
above.

(i) The analysis for Desalter-Induced Rechatrge and New Yield
attributable to the Desaltets is described in Peace I and Peace 11
and the further order as set forth herein.

(ii) Watermaster has been accounting for these analyses since 2007,
so it should not be a problem for Watermaster to to continue to
do so.

() The Responding AP Members also argues that the technical
reports show that the basin can safely only sustain 135,000 AFY.

(d) However, in Exhibit 1 to the Declaration of Mark Wildermuth -
2013 Chino Basin Groundwater Model Update and Recalculation of
Safe Yield Pursuant to Peace Agteements, section 1.2.3, “the
updated Watermaster Model was used to estimate Santa Ana River
Underflow New Yield (SARUNY) from the desalters and
teoperation from both the calibration and planning petiods.
SARUNY means the same thing as that texm Desalter Induced Recharge
as used in the 2015 Safe Yield Reset Agreement.” This definition is
repeated in section 7.3.7. |

(e) The Wildermuth declaration filed March 10, 2017, with the Chino
Basin Watermaster Response to February 22, 2017 Order section
7.3.7 which states:

(1) “The net Santa Ana River recharge in the fiscal year spending
July 1999 through June 2000 [one yeat] is the baseline from
which to measure SARUNY, which was estimated to be
-2,153 acte-ft/yr, indicating that the Chino Basin discharged to
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the Santa Ana River more water than was recharged by the River
into the Basin. . . . Table 7-10 compares Chino Desalter
production and SARUNY over the period of July 2000 through
July 2030. . .. The effect of ‘s the Chino Desalters and
reoperation becomes clear in 2005 when SARUNY reaches about
50 percent of CDA production. The New Yield results from the
implementation of the Chino Desalters is consistent with the
planning estimates that were assumed during the development of

N
the Peace Agreements.

(f) Table 7-10 shows that starting in 2017, the ratio of new yield to

CDA production is about an average of 45 percent, meaning that
New Yield Desalter-Induced Recharge those years is about 45% of

the Desalter production.

(g) From these facts the coﬁrt concludes that the Wildetmuth Safe Yield

reset/recalculation has taken into account the Desalter-Induced
Recharge and production, so there is no need to reduce the Safe

Yield t@o 115,000 AFY as argued by the Responding AP Members.

(h) The Peace Agreement offsets for new yield production attributable

V)

to the Desalters are an accounting requirement process, not a featute
of determination of Safe Yield.

The coutt also concludes that fhe reset/recalculation has included
the contractual features of the Peace Agreementé, and one of those
features is that Safe Yield not be recalculated to incorporate New
Yield attributable to the Desalters. Wildermuth has considered this
feature.

Again, therefore the safe yield of 135,000 AFY does not include
New Yield attributable to the Desalters.

The court still concludes for the term of Peace I (ze., until 2030), Safe

Safe Yield Reset Agreement Motion
Final Rulings and Otrders
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Yield not be recalculated in a manner that incorporates New Yield attributable to the

Desalters into the determination of Safe Yield.

2)

b)

The 20,000 AFY of Desalter-Induced Recharge is not included with the
definition of Safe Yield for the term of the Peace Agreements. To rule
otherwise would contradict the Peace Agreements.

The court analogizes its ruling to the controlled overdraft allowed to
achieve hydraulic control. That aspect of production/pumping was not
allocated to Safe Yield. The court orders that Desalter-Induced
Recharge New Yield remain unallocated to Safe Yield.

The court does not address the City of Chino’s briefing regarding the
Safe Yield Implementation Replenishment Accounting Illustration (Per
Peace II agreement, Section 6.2 (PIIA, 6.2) and June 11, 2015 Key
Principles) Watermaster motion filed October 23, 2015, Exhibit “F”
Attachment 2 for the following reasons:

I) Chino asks if the Column G — Desalter-Induced Recharge
replenishment water was coming frtom Desalter production.

II) Footnote 4 for this Column G states that “the desalter-induced
recharge projection in the table is now shown at 50% of the annual total
desalter production for years 2015 through 2030. Desalter -induced
recharge from 2001 to 2014 (187,000 acre-feet) will be deemed Safe
Yield and not available to offset Desalter production.”

I11) As part of its order that SYRA cannot be implemented, the court
rejects the Safe Yield Reset Implementation Desalter Replenishment
Accounting INlustration.

V) The City of Ontario has argued that Desalter Induced Recharge
to offset Desalter production should be “backfilled” from Safe Yield.
The court rejects this argument for the following reasons:

(a) This is merely a characterization of what SYRA proposed to do, and,

Safe Yield Reset Agreement Motion
Final Rulings and Orders
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for the reasons already stated, the court has rejected SYRA except

for the Safe Yield recalculation.

(b) The Judgment, the Peace Agreements, and the CAMA’s do not
suppott this accounting, again for the reasons already stated.

(c) Again, for the reasons stated herein, the coutt rejects that Ontario’s
argument that a Safe Yield recalculation to 135,000 AFY is not a
“Safe Yield recalculation.” The argument has no merit and is
completely unpersuasive.

(d) The court finds that the definitions of Safe Yield and New Yield are
sufficiently set forth in the Judgment, Peace I and Peace IL
(1) Watermaster does not point to any specific conflict between the

court’s current/instant ordet and the coutt’s otder implementing
Watermaster Resolution 07-05, and the court finds none.

(1) The court reaffirms the definitions of Peace II which have been
in effect for 10 years, and of course the definitions of the
Judgement and Peace 1.

(i) The court finds no basis for Watermastet's attempt to define
Desalter-Induced Recharge into directly, inditectly, Safe Yield or
by a “sequester.”

(iv)In reaffirming the definitions of the Judgment, Peace I, and
Peace II, the coutt of course also notes the definition of “Safe
Yield” in the Judgment JI.1(x) inclusive of “undesirable result,”
and the “Material Physical Injury” of Peace I JI.1 (y).

V) The court finds and orders that Desalter production is not Safe Yield

and Desalter production is to be offset only as provided in Peace II.

IX. Additional Bases for Rulings

Safe Yield Reset Agreement Motion
Final Rulings and Otders
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A.  The court has refused to implement the sections of SYRA identified above for
the reasons set forth above. In the court’s view, those reasons ate sufficient under
the law. Therefore, the court has not addressed other objections raised by the
patties, such as those of the City of Chino, that Watermaster has failed to prove a

change in citcumstances, that Watermaster has impropetly advocated for certain

parties, that the parties are collaterally estopped from re-litigating the parties’ rights, -

that the parties are equitably estopped from reducing theit teplenishment obligations,
that SYRA fails to comply with CEQA, that SYRA provisions resulted in an unlawful
taking of Chino’s property.

B.  Although the court undetstands the necessity of accounting for Desalter
induced recharge from the Santa Ana River, the court does not find a basis in the
law, the Judgment, or the Court Approved Management Agreements for
simultaneously reducing Safe Yield and adding unproduced/unpumped Ag Pool
watet to account for Desalter induced recharge.

1. Watermaster atgues that the court should approve SYRA because it is
only a confirmation of “interpretation of the manner in which Watermaster should
comply with the provisions of the Court Approved Management Agreements.
(Watermastet’s Reply to Oppositions to Motion regarding 2015 Safe Yield Reset
Agreement, Amendment of Restated Judgment, Paragraph 6, page 10, line 26.)

a) The court does not accept this argument. The court interprets SYRA as
an attempt for a major qualitative revision of the Court Approved
Management Agreements, but the Court Approved Management
Agteements do not suppott the SYRA revision for the reasons stated
herein.

2. The court finds that the rulings herein will not cause material physical

injuty or an undesirable result.

a) Although many parties have approved SYRA, parties’ approval ot

Safe Yield Reset Agreement Motion
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Date:

disapproval of SYRA is not a legal basis for the court to enforce SYRA.

The court must look to the previous agreements of the patties, the
previous coutt otders, the Court A6pproved Management Agteements,

the Judgement, and the California Constitution.

f-29-\77

]

B et

Judge Stanford E. Reichert

San Bernardino County Supetior Coutt

Safe Yield Reset Agreement Motion
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APR 28 2017

o1 Tens Midoesiv
TaFany FRETIMESR OERuiY

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

CHINO BASIN MUNICIPAL WATER ) CASE NOS. RCV 51010
DISTRICT, ) CIVDS 1518945
Plaintiff, ) Additional/Final Futther Revised
) Proposed Order Re SYRA and -
VS. ) Additional/Final Rulings and Ozrder for
) Oral Argument
)
CITY OF CHINO, etal, ) Date: April 28,2017
Defendants ) Time: 1:30 PM
} Department: 535
)
)
CITY OF CHINO, )
Plaintiff, )
vs. )
Cucamonga Water District, et al. )
Defendants g
)
)

PLEASE TAKE NOTICE that the additional/final further revised proposed
order for the SYRA reset motion in case RCV 51010 is attached. A hearing is set for
the additional/ further revised proposed otder for Apzil 28, 2017, 1:30 PM, Dept. S35

Additional/Further Revised Proposed Rulings and Otders re SYRA
and Additional/Final Rulings and Ordets
Page 1 of 3
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of the above-entitled coutt.
NOTES RE FURTHER REVISED PROPOSED ORDER
A, Attached are two versions of the additional further revised proposed order.

1. One version, for the convenience of the parties, has parts of the order
which the coutt has added in the following font. From the previous proposed order,
filed April 18, 2017, the coutt has steteken anything that relates to limiting production
/pumping of the Desalters. Court has not made any other substantive changes in the
additional/further tevised proposed orders from those orders filed April 18, 2017.

a) The court has received and considered the request by Chino Basin Desalter

Authority Member Agencies regarding desalter pumping,

b) The court concludes that the coutt should not have made any orders
whatsoever with tespect to limiting production/pumping of the desaltets in
its previous ordets for the following reasons:

I) Such orders wete outside of the scope of any briefing regarding SYRA
and the motions, requests, and disputes concerning SYRA.

II) Any limitation on Desalter production/pumping would require
additional briefing and unreasonably postpone the resolution of SYRA
motion, requests, and disputes.

I1I) In further review of the court’s tentative rulings, the court further
concludes that there were no legal or factual reasons set forth in the
briefing for the court to make such an order.

(2) Therefore, from the previous proposed rulings, the parties are not to
derive any conclusions on how the court might rule with respect to a
request to limit Desalter production/pumping. This was only
tentative ruling without sufficient briefing by the parties and
sufficient analysis by the court. In the court’s current view, it is
erroneous.

(b) Specifically, to help the parties, the court has ordeted stricken from

Additional/Furthet Revised Proposed Rulings and Orders re SYRA
and Additional/Final Rulings and Orders
Page 2 0f 3
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the additional safe yield reset agreement motion and additional
further revised proposed rulings and ordets, the court has stricken:
(1) page 2 of 84: lines 5-6,
(1) page 75 of 84: line 7-8, and
(iif)page 77 of 84: lines 8-10.
(a) The court has also deleted these lines from the additional safe yield
reset agteement motion additional final rulings and order
2, The other version of the additional/ further revised proposed otder has
all the changes incorporated into a final, “clean” proposed order as of 4/28/17.
B.  Therefore the court’s conclusion is the only remaining issue for oral argument
is whether the Safe Yield reset to 135,000 AFY is an event that requires a
recalculation within the definition of the Judgment, Exhibit “H” 10 for the teasons
set forth in the additional/further revised proposed order.

Dated: h‘.?_g- l7

L]

StanfoM E. Reichett, Judge

Additional/Further Revised Proposed Rulings and Orders re SYRA
and Additional/Final Rulings and Ordezs
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GENE TANAKA, Bar No, 101423 :
Per Gov’t Code § 6103

Gene.Tanaka@bbklaw.com ElL

BEST BEST & KRIEGER LLP ILED

2001 N. Main Street, Suite 390 B R o B EORIA
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Attorneys for Defendant and Appellant
CUCAMONGA VALLEY WATER DISTRICT

[Other Attorneys on Next Page]

SUPERIOR COURT OF THE STATE OF CALIFORNIA

COUNTY OF SAN BERNARDINO
CHINO BASIN MUNICIPAL WATER Case No. RCVRS 51010
DISTRICT, Judge: Stanford E. Reichert
Petitioner, 4Ruepeses] ORDER
v. [filed with Notice of Mot. and Mot. to

Approve Amendments to Appropriative
Pool Pooling Plan and Ct.-Approved

CITY OF CHINO, et al,,
Management Agreements; and Decl. of

Defendants. , Sarah Christopher Foley]
Date: March 15, 2019
Time: 1:30 p.m.
Dept.: S35
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Attorneys for Defendant and Appellant City of Pomona
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PROPOSED] ORDER

On March 15, 2019, in Department S35 of the above-entitled Court, the Motion to
Approve Amendments to Appropriative Pool Pooling Plan and Court-Approved Management
Agreements by Defendants and Appellants Cucamonga Valley Water District, Monte Vista Water
District, and City of Pomona and Defendants and Respondents City of Chino, Jurupa Community
Services District, and City of Ontario (“Motion to Approve”) came on for hearing, the Honorable

Stanford E. Reichert, Judge presiding. The parties stated their appearances on the record.

After consideration of the papers filed in connection with the Motion to Approve and

arguments of counsel, the Court hereby:

€] Approves amendments to the Appropriative Pool Pooling Plan, #€ PTave

: ace (“Appropriative Pool Pooling Plan\)ﬁd—&%MA

2. atenadsto MmN ool tn hiorh ]
o 20KR-03 st MM%%&MM
'@ Ore vesternTasted T heRaeRt e sdaner .

saldance

the

Approprialive Pool Pooling Pram o CANMA ATendments that ar -
3. D:mﬁur Wakermetar S ?nuui o "Ly e—
w

{ (5- ' (B 1
S el Sa (ol en yoges (59 8] e GurTn Rprl 2,

Dated: , 2019

Honorable Stanford E. Reichert
Judge of the Superior Court
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Exhibit A
Proposed Changes to Appropriative Pool Pooling Plan and CAMA

1. Appropriative Pool Pooling Plan. The introduciory sentence to Exhibit H, 910 of the Judgmenl is
amended lo read as follows:

10. Unallocated Safe Yield Water. To the extent that, in any year fve-yeats, any portion of the
share of Safe Yield allocated to the Overlying (Agricultural) Pool is not produced, such walter
shall be available for reallocation to members of the Appropriative Pool, as follows:

2. Early Transfer
A. Section 1.1(o0) of the Peace Agreement is amended lo read as follows:

(o) “Early Transfer™ meaus the reallocation of Safe Yield not Produced by the Agricultural Pool
to the Approprlahve Pool on an annual basis aﬁer the aI[ocahons in subdivisions (a)(1) and
(a)(2) of rather-thansccording-to-the-five-year-inerementdeseribed-in-Paragraph 10 of Exhibit
“H” of the ludgment

B. Section 5.3(g) of the Peace Agreement is amended to read as lollows:

(g) Watermaster shall approve an “Early Transfer” of water to the Appropriative Pool in-an
ameunt-notless-than32;800-aere-feetper-year-that is the expeeted-approximaie-quantity of water
not Produced by lhe Agncultural Pool on an annual basls mﬁuaansueléwa-ter—sabjeet-te-‘éaﬂy

remaining aﬁel all the Iand use conversions are satlsf cd pursuanl to 5. 3(1:-}) below

(i) The Early Transler water shall be annually allocated among the members of the
Appropriative Pool in accordance with their pro-rata share of the initial Safe Yield.

(il) The Transfer shall not limit the Production right of the Agricultural Pool under the
Judgment to Produce up to 82,800 acre-feet of water in any year or 414,000 acre-feel in
any {ive years as provided in the Judgment.

(iif) The combined Production of all parties to the Judgment shall not cause a Replenishment
assessment on the members of the Agricultural Pool. The Agricultural Pool shall be
responsible for any Replenishment obligation created by the Agricultural Pool Preducing
more than 414,000 acre-feet in any five-year period.

(iv) The parties to the Judgment and Watermaster shall Produce water in accordance with the
Operating Safe Yield and shall procure sufficient quantities of Replenishment Water to
satisfy over-Production requirements, whatever they may be, and avoid Material Physical
Injury to any party to the Judgment or the Basin;

1
Proposed Changes to Approprintive Poal Pooling Plan and CAMA
Ci\Users\tombunn\OneDrive\Safe yield reset\Settlement\Exhibit A - Proposed Amendiments to Appropriative Pool Pooling Plan and CAMA 11.
21-18 (clean).doex
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(v) Nothing herein shall be construed as modifying the procedures or voting rights within or
by the members of the Agricultural Pool.

3. Conversion Claims. Subparagraph (b)(3)(i) of Exhibit H, § 10 of the Judgment is amended to read
as follows:

(i) For the term of ihe Peace Agreement and any extension thereof, in any year in which
sufticient unallocated Safe Yield from the Overlying (Agricultural) Pool is available for such
conversion claiims, Watermaster shall allocate to each appropriator with a conversion claim 2.0
acre-feet of unaliocaled Safe Yield water for each converted acre for which conversion has been
approved and recorded by the Watermaster.

4, Controlled Overdraft. Pursuant to section 7.2(e)(ii) of the Peace Il Agreement, 175,000 acre-feet of
controlled overdraft (Re-Operation water) will be allocated to Desalter replenishment over a 17-year
period, beginning in 2013-14 and ending in 2029-30, according to the schedule atlached as Exhibit
A.

5. New Yield. Section 7.1 of the Peace Il Agreement, entitled “New Yield Attributable to Desalters,” is
deleted. It is replaced by new section 6.2(b)(ii) as set forth in section 6 below.

6. Desalter Replenishment. Section 6.2(b) of the Peace [l Agreement is amended to read as follows:

(b) To the extent available credits are insufTicient to fully offset the quantity of groundwater
production attributable to the Desalters, Watermaster will use water or revenue obtained by
levying the following assessments among the members of the Overlying (Non-Agricultural) Pool
and the Appropriative Pool to meet any remaining replenishment obligation as follows.

(i) A Special OBMP Assessment agains! the Overlying (Non-Agricultural) Pool as niore
specifically authorized and described in amendment to Exhibit “G” paragraph &¢e} 5(c) to the
Judgment will be dedicated by Watermaster to further off-set replenishment of the Desaliers.
However, to the extent there is no remaining replenishment obligation attributable to the
Desalters in any year after applying the off-sets set forth in 6.2(a), the OBMP Special
Assessment levied by Watenmaster will be distribuied as provided in section 9.2 below. The
Special OBMP Assessment will be assessed pro-rata on each member’s share of Safe Yield.;
followed-by

(ii) The members of the Appropriative Pool will contribute a total of 10,000 afy toward Desalter
replenishment, allocated among Appropriative Pool members as follows:

1) 85% of the rotal (8,500 afy) will be allocated according fo the Operating Safe Yield
percentage of each Appropriative Pool member; and

(2) 15% of the total (1,500 af) will be allocated according to each land use conversion
agency’s percentage of the total land use conversion claims, based on the actual land
use conversion allocations of the year,

2

Proposed Changes to Approprintive Pool Pooling Plan and CAMA
C:\Userstombunn\OneDrive\Safe yield resei\Settlement\Exhibit A - Proposed Amendments 1o Appropriative Pool Pooling Plan and CAMA 11-
21-18 {clean).docx
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The annual desalter replenishment obligation contribution of each Appropriative Pool
member will be calculated using the following formula:

Desalter replenishment obligation contribution = (8,500 * % Appropriator’s share of
total initial 49,834 afy Operating Safe Yield) + (1,500 * % Appropriator’s proportional
share of that year’s fotal conversion claims)

A sample caleulation of the desalter replenishment obligation contribution for each
Appropriative Pool member is shown on Exhibit __ to this Peace II Agreement, as
amended.

(7ii) &i)-A Replenishment Assessment against the Appropriative Pool for any remaining Desalter
replenishment obligation after applying both 6(b)(i) and 6(b)(ii), allocated pro-rata to each
Appropriative Pool member according to the combined total of the member’s share of
Operahng Saﬁ.- Yield and the member 'S Ad]usied Physrml Producnnn, as dcf ned below.

pwe&s—yea—s—ae&ual—predaehea—Desallel Productlon is excluded h'om this calculahon A
sumple caleulation of the allocation of the remaining desalter obligation is shown in

Exliibit __ to this Peace IT Agreement. Hawever,—tﬁﬂae;e—m—e—m&emi-wdue&ea—m&e—ne&

waba%whe&hmmaue@h&eﬁdusmwwesmﬁ—mduehenbumH&aﬁeWue
regard-to-the-contractual-commitrent-of-the-parties:

(iv) Adjusted Plysical Production is the Appropriative Pool member’s total combined physical
production (i.e., all groundwater pumped or produced by the Appropriative Pool member’s
groundwater wells in the Chino Basin, including water transferred from the Non-
Agricultural Pool under Exhibit G, 49 of the Judgment), with the following adjustments;

(1) In the case of assignments among Appropriative Pool members, or between
Appropriative Pool members and Non-Agricultural Pool memnbers under Exhibit G, 6
of the Judgment, resulting in pumping or production by one party to the Judgment for
use by another pariy fo the Judgment, the production for purposes of Adjusted Physical
Production shall be assigned to the party making beneficial use of the water, not the
actual producer.

(2) Production offset credits pursuant to voluntary agreements under section 5.3(i) of the
Peace Agreement are calculated at 50% of the total voluntary agreement credit in the
determination of Adjusted Physical Production for an Appropriative Pool member
participating in a voluntary agreement for that year. In the determination of Adjusted
Piysical Production, the voluntary agreement credit is subtracted from plysical
production. Reduction of the voluntary agreement credit from 100% to 50% is
applicable only to the calculation of the Adjusted Physical Production hereunder; but
in all other applications, the voluntary agreement credit shall remain unchanged (i.e.
remain at 100%).

3

Proposed Changes to Approprintive Pool Pooling Plan and CAMA
CAUserstombunn\OneDrive\Safe yield reset\Settlement\Exhibit A - Proposed Amendments to Approprintive Pool Pooling Plan and CAMA 11.
21-18 (clean).docx
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(3) Production associated with approved storage and recovery programs (e.g., Dry Year
Yield recovery program with MWD) is not counted in Adjusted Physical Production,
except for in-lieu participation in such programs: in-lien put quantities shall be added
fo physical production, and in-lieu take quantities shall be subtracted from physical
production,

(4) Metered puinp-to-waste Production that is determined by Watermaster to be
subsequently recharged to the groundwater basin is deducted from physical
production; unmetered pump-to-waste production that is determined by Watermaster
not to be subsequently recharged to the groundwater basin is added to physical
production.

(5) The Appropriative Pool may approve, by unanimous vote, the inclusion of other items
in the determination of Adjusted Physical Production, witit the exception of Non-
Agricultural Pool water assigned or tfransferved under Exhibit G, 6 or §10 of the
Judgment.

() Any member of the Non-Agricultural Pool that is alse a member of the Appropriative Pool
may elect to transfer (a) some or all of the annual share of Operating Safe Yield of the
transferor in and for the year in which the transfer occurs (except that such transfer shall
exclude any dedication to the Watermaster requived by section 6,.2(b)(1)), and (b) any
quantity of water held in storage by the transferor (including without limitation carryover
and excess carryover) to any member of the Appropriative Pool, in cither case at any price
that the transferor and transferee may deem appropriate and for the purpose of satisfying
the transferee’s desalter replenishment obligation. The transferee’s desalter replenishment
obligation shall be credited by the number of acre-feet so transferred.

(vi) @iyThe quantification of any Party’s share of Operating Safe Yield does not include either
land use conversions or Early Transfers.

7.  Allocation of Non-Agricultural Pool OBMP Special Assessment. The introductory sentence of
section 9.2(a) of the Peace 1l Agreement is amended to read as follows:

a. For a period of'ten years from the effective date of the Peace IT Measures, any waler (or financial
cquivalent) that may be contributed from the Overlying (Non-Agricultural) Pool in accordance with
paragraph 8¢e}-5(c) of Exhibit G to the Judgment (as amended) will be apportioned among the
members of the Appropriative Pool in each year as follows:

4
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Production Year

2025-26

Peace | Desalter Production 30,000.000 30,000.000

Peace |l Desalter Production 10,000.000, 10,000.000
Appropriative Pool "DRO

Contribution . {10,000.000) (10,000.000)

Re-Operation Water** " (12,500,000) {12,500.000)
Non-Agricultural Pool

Assessment

(735.000): |735.000)

[\ NI [\®] [\] [N} N N N [\®] —t — — ek — ja—y — [a—y [ —
oo ~3 N W =S W [\ — (=) O oo |} N (% B~ w [\ — (e el oo ~ (o)} U ~ w N
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w Attachment: Peace Agreement, Section 7.2 ( e )(ii)
E Schedule for Use of Re-Operation Water**, and
» Calculation of Remaining Desalter Replenishment Obligation (DRO)
.‘_’_‘ Production from 2017-18 through 2029-30 is estimated
Production Year 201314 | 2014-15 201516 | 201617 201718 . 201819 201820 202021 202122 |
Peace | Desalter Production 29,227.997 . 29,541.300 27,008.81 26,275.588  30,000.000: 30,000.000 30,000.000; 30,000.000: 30,000.000
Peace Il Desalter Production 14.555 448.690 1,154Aosz§ 1,527.215 10,000.000. 10,000.000| 10,000.000, 10,000.000 10,000.000
Appropriative Pool DRO i s '
Contribution (10,000.000})° (10,000.000) (10.000.000)1 {10,000.000] (10,000.000}| {10,000.000) (10,000.000)§ (10,000.000) {10,000.000)
Re-Operation Water** {12,500.000) (12,500.000) (.'lZ,S(:M'.I.I}G(I){é (12,500.000) (12,500.000)& {12,500.000) (il.SOO‘DOU)E {12,500.000) (12,500.000)
Non-Agricultural Pool | :
Assessment 0.000 0.000 0.000 : {735.000] {735.000): {735.000) {735.000)% (735,000) (735.000)
! Remaining DRO 6,742.552 7,485.990 5.662.8625 4,567.803 16,765.000! 16,765.000 16,765.000;'% 16,765.000 16,765.000
1
O
it 2022-23 2023-24 2024-25 2026-27 2027-28 2028-29 2029-30
@]
-
o.
@

30,000.000 30,000.000 30,000.000; 30,000.000; 30,000.0003‘ 30,000.000

10,000.000 10,000.000 10,000.000; 10,000.000

(10,000.000) (16,000.000]; (10,000.000)} (16,000.000)

{12,500.000) (5,000.000)] {5,000.000); (5,000.000)

{735.000)  (735.000)i  (735.000).  (735.000)

10,000.000:  10,000.000:

(10,000.000). {10,C00.000)

(5,000.000})| (5.,000.000)

1735.000) {735.000)

Remaining DRO| 16,765.000  16,765.000

16,765.000 24,265.000‘ 24,265.(300g 24,265.000

24,255.(100' 24,265.000‘
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Attachment: Peace Il Agreement, Section 6.2(b)(ii)
Allocation of Appropriative Pool Desalter Replenishment Obligation (DRO) Contributions (by agency)

Production Year 2013-14 Desalter Replenishment Obligation (DRO) Contribution: 10,000,000 AF

-0[-

10pIQ) [peEmne]

Production Year 2013/14 Commar, Data sslﬁspht‘bemme:z;l:‘::o:fvof:'etaﬁus:hYield; ‘
v 2014/2015 ackage] snd % of Land Use Conversions
a b ¢=%b d = (DRO Contrib*.85)%a  e=(DRO-Cantrib®15)*c _ f=dte
Appropriative Pool Party
85% DRO-Contribution 15% DRO Cantribution

Percentof Land Percent of Based an. Based on Desalter

Operating Use tand Percent of Percent.of Replenishment

Safe Yield Convarsions Use Operating tand Use Obligation

{Column 2A) {Poge 124)* Conversions Safe Yield Conversions O
Arrowhead Mtn Spring Water Co 0.000% 0.000 0.000% 0.000 0.000 | 0.000
Chino Hllls, City of 3.851% 1,133.906 4.334% 327.335 65.013 | 392.348
Chino, City of 7.357% 7,623.064 29.138% 625345 437.074 1,062.418
Cucamanga Valley Water District 6.601% 588364 2.287% 561.085 34.308 595.393
Fontans Unfon Water Company 11657% 0.000 0.000% 950885 0.000 990.845
Fantana Water Company 0.002% 830,000 3.188% 0170 47818 47.985
f;'ul\!ana, City of 0.000% 0.000 0.000%! 0.600 0.000 0.000
Golden State Water Company 0.750% 0.000 0.000%| 63.750 0.000 63.750
Jurupa Community Services District 3.759% 13,876.196 53.040% 319.515 795.602 1,115.117
Marygold Mutual Water Company 1.195% 0.060 0.000% 101.575 0.000 101575
Mo}\fe Vista Irrigation Company 1.234% 0.000 0.0005%!| 104.890 0.000 104.89Q
Monte Vista Water District 8.797% 55.075 0.211% 747.745 3.158 750903
Niagara Bottling, LLC 0.000% 0.000 0.000% 0.000 0.000 0.000
Nichotson Trust 0.007% 0.000 0.000% 0565 0.000 | 0595
Narco, City of 0368% 0.000 0.000% 31.280 0.000 31;280
Ontario, City of 20.742% 2,041.085 7.802% 1,763.070 117.028 1,880.098
Pomana, City of 20.454% 0.000 0.000%| 1,738590 0.000 1,738590
San Antonio Water Company 2.748% 0.000 0.000% 233580 0.000 233.580
$an Bem;fdino, County of {Shooting Park) 0.000% 0.000 0.000%| 0.000 0.000 ) 0.000
anta Anja Riyer Water Company 2373% 0.000 0.000%] 201.705 DOOO 201.705}
Upland, City of 5.202% 0.000 0.000% 442,170 - 0.000 442,370
\West End Consolidated Water Co 1.728% 0.000 0.000% 146,380 0.000 146.880
West Valley Water District 1175% 0.000 0.000%| 29,875 0.000 99.875

100.000% 26,161.700 100.000% 8,500.000 1,500.000 10,000.000

Printed On: 9/13/2018 4:44 PM
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Attachment: Peace Il Agreement, Section 6.2 {b)({iii

Allocation of Appropriative Pool R ining Desalter Replenish Obligation (RDRO)
Production Year 2013-14: acre-feet
CDA Production - Peace | Allocation 29,227.997
CDA Production - Peace Il Aflocation 14.555
Total Desalter Replenishment Obligation (Total DRO): 29,242.552
Desalter Replenishment Obligation Contribution (DROC) {10,000.000}
Re-Operation Water (12,500.000}
RDRO 6,742,552
g:(:r:lt::: N _ Production Year2013/14 Comtyvtzn Data . . o'f vfor et ‘- I D(:r
om Ap c8e ! Physkal Production (APP) *RDRO"
individual Party
Appropriative Paol Party RORO =
a b 3 d e f APP =[bs{c*50%HdteH]) | ({a+APP)/ (Toral 3
+Total APP) *
RORO
Assessmient Starage
Paackage Voluntary and “*Note: APP far City of Chino
Page 2A: -Physkal gy C 5 it Y Qther does not Include "Other
Column 20 {w/Ag) {w/Non-Ag) Programs Jl for this period
[Arrowhead Mtn Spring Water Co 0.000 37911 0.000 0.000 0.000 0.000 379.111 15.905
Chino Hills, City of 2111822 2,150.925 {86221 0.000 0.000 5,359.300 7,367.115 397.669)
Chino, City of 4,033.857 6725430 {6.686.440) (3047784 0.000 65.288 3.277.9%2 306.760
Cucamonga Valley Water District 3,619.454 16121550 0.000 0.000 0.000 0.000 16,121,550, 828.227)
Fontana Union Water Company 6391736 0000 " ooo 0.000 0.000 o000 | 0.000] 268.163
Fontana Water Company 1000 15377519 0.000 0.000 0.000 o000 | 15377579 545.202
Fontana, City of 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000
Golden State Water Company 411476 736.362 0.000 0.000 0.000 0.000 736362 48.157
surupa Community Services District 2061118 | 18806630 0.000 1579283 0.000 £.784) 18,018.347) 842427
Marygold Mutual Water Company 655.317 1314734 0.000 0.000 0.000 0.000 1314734 82.653
Monte Vista Imigation Company 676.759 0.000 0.000 0.000 0.000 0.000 oooo]  zea3m
Monte Vista Water District apu3gsa| 1252180 (151 450 0.000 0.000 15.371.667) 207485 assass
Niagara Battling, LLC 0.000 1342588 0.000 0.000 0.000 0.000 1342588] '56.328
Nicholson Trust 2.000 0.000 0.000 0.000 0.000 0.000 0.000 0.188
Norco, Cityof 201545 “00m 0.000 0.000 0.000 b.000 0.000 0.455
Qntarlo, City of 11373816 | 21980342 (AZBI0N 0EST ISSE 0.000 0.000 17,911.096 1.228.639
Pomona, City of nasesz| 12909293 000 0.000 0.000 0.000 12,909.293 1012163
san Antanio Water Company 1.506.888 115028 0.000 0.000 0.000 0.000 1158.242 111557
San Bemnarding, County of (Shagting Park) 16390 0.000 0000 0.000 0.000 16350 0.688
Santa Ana River Water ;ompany 0.000 0.000 0,000 0.000 48515 48.515 56.634,
Upland, Cityof 2822.006 0.000 0.000 0.000 0000 2,822,046 238,070
West End Cansolldated Water Co 0.000 " 0000 0.000 0.000 0.000 oooo| " aaze1
West Valley Water District 0.000 0.000 0000 0.000 0.000 o.000| 21032
13960018 L15s23a7) | (1330.873) 0.000 52652 105,876 384 6742552
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GROUNDWATER STORAGE PROGRAM
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BY AND AMONG
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
AND
INLAND EMPIRE UTILITIES AGENCY
AND

THREE VALLEYS MUNICIPAL WATER DISTRICT

CHINO BASIN WATERMASTER

DATED AS OF , 2003
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GROUNDWATER STORAGE PROGRAM FUNDING AGREEMENT

THIS GROUNDWATER STORAGE PROGRAM FUNDING
AGREEMENT (this “Agreement”), dated as of March 1, 2003, is entered into by and among
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
(*Metropolitan™), a public entity of the State of California, INLAND EMPIRE UTILITIES
AGENCY, 2 municipal water district of the State of California (“IEUA™), THREE VALLEYS
MUNICIPAL WATER DISTRICT, a municipal water district of the State of California
(“TYMWD™) and CHINO BASIN WATERMASTER, an entity established by the Superior
Court of the State of California as described in Recital F below (“Watermaster™).

I. RECITALS

A In March 2000, Califorma voters approved Proposition 13 (“Prop. 13™)
authorizing the State of California to sell $1.97 billion in general obligation bonds
for water related projects throughout the State. The Governor’s Budget Act for
2000, Chapter 52, Statutes of 2000, appropriated to the California Department of
Water Resources (“DWR?”) local assistance grants for groundwater storage and
supply relability projects in the amount of $161,544,000 by budget item 3860-
01-6027, payabie from the Interim Reliable Water Supply and Water Quality
Infrastructure and Managed Subaccount.

B. Metropolitan subsequently was selected by DWR as a grant recipient for
$45 million (the “Prop. 13 Funds”) to be used for groundwater storage projects
within its service area. In a letter dated October 13, 2000 (the “DWR Funding .
Letter”) (see Exhibit A attached hereto), DWR set forth the specific terms and
conditions of the grant to Metropolitan.

C. On September 20, 2000, Metropolitan sent a letter to its twenty-six member
public agencies (consisting of cities, municipal water districts and a county water
authority within its 5,155 square-mile service area covering portions of Los
Angeles, Orange, San Diego, Riverside, San Bernardino and Ventura Counties),
requesting a list of groundwater storage projects to be considered for Prop. 13
Funding. On November 1, 2000, Metropolitan delivered to those member public
agencies that indicated an interest in the Prop. 13 groundwater storage programs
the Request for Proposals for Participation in Groundwater Storage Programs
Using Proposition 13 Funds, RFP No. WRM-2 (the “RFP”) (see Exhibit B
attached hereto). Metropolitan subsequently conducted a Pre-Submittal
Workshop, open to the public, on November &, 2000, to address any concerns or
questions regarding the RFP.

D. Metropolitan anticipated that programs funded by the Prop. 13 Funds would store
water {by various methods) that Metropolitan imports from the State Water
Project and the Celorado River. This stored water would be pumped by the
mermber agency (or a sub-agency) with a corresponding reduction in surface water
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deliveries from Metropolitan. As a resulf, Metropolitan would have & greater
amount of water to distribute within its service area. In addition, such
groundwater storage programs arg part of a larger effort to meet water supply
demands in Southern California, as specifically set forth in the Integrated Water
Resources Plan (“IRP”) approved by Metropolitan’s Board of Directors mm 1996,
and the Groundwater Storage Principles (see Appendix A of Exhibit B attached
hereto) adopted in connection therewith by Metropotlitan’s Board of Directors in
January 2000.

EUA and TVMWD are both municipal water districts formed in 1950 and have
been member agencies of Metropolitan since their formation. IEUA was formerly
kxnown as Chino Basin Municipal Water District. IEUA serves a portion of San
Bemardino County and has one or more designated representatives on
Metropoiitan’s Board of Directors. TVMWD was formerly known as Pomona
Valley Municipal Water District. TVMWD serves a portion of Los Angeles
County and has one or more designated representatives on Metropolitan’s Board
of Directors. v

The Watermaster was established under the Judgment in the Superior Court of
California for County of San Bemardino, entitled, “Chinc Basin Municipal Water
District v. City of Chino, et al.,” entered into on Janunary 27, 1978 (“Judgment”) .
The Watenmaster is responsible for managing the Chino Groundwater Basin
(*Chino Basin™) in the most beneficial manner and for equitably administering
and enforcing the provisions of the Judgment.

Mefropolitan has the following storage agreements with JEUA and Chino Basin

Watermaster beginning in 1979:

1. Cyclic Storage Agreement approved by the Court in January 1979,

2. The MWD Trust Storage Agreement approved by the Court in August 1986,

3. The Short-Term Conjunctive Use Agreement (CB-5) approved in September
1993,

On January 19, 2041, the Proposal for Chino Basin Groundwater Storage Project
(the “Proposal™) was submitted by TEUA for Metropolitan’s consideration {see
Exhibit C attached hereto). On April 10, 2001, Metropolitan notified IEUA that
the program described in its Proposal had been selected for further consideration
(see Exhibit D attached hereto) and that it was eligible for up to 39 million of the
Prop. 13 Funds. The Program is also eligible for disbursement ofup to $ 18.5
million of other funds administered by Metropolitan. The Prop. 13 Funds pius the
Metropolitan funds specifically allocated to the proposed Program are referred to
herein as the “Program Funds.”

During further development of the Program, the City of Pomona was identified as
a participating retail agency (Operating Party) for implementation of the Program.
The City of Pomona is a sub-agency of TVMWD, and TVMWD has therefore
joined this Agreement,
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Accordingly, the parties hereto (each a “Party” and, collectively, the “Parties”)
desire to enter into a mutually beneficial agreement for a groundwater storage
program funded by Program Funds that will achieve reasonable and beneficial
conjunctive use of Metropolitan’s water supply to provide 33,000 acre-feet of
additional pumping capacity in the Chino Basin in accordance with this
Agreement and the Groundwater Storage Principles referenced above. This
Agreement describes the terms of the Program agreed to among Metropolifan, the
Watermaster ]ELA and TVMWD- whlch inciudes the. terms for the storage and
production- facxhﬂes and the ﬁmdzng of such facilities. All of the e]ements
together as described in this-Agreement shall constitute the “Program”.

Pursuant o the provisions of California Environmental Quality Act (CEQA) and
the State CEQA Guidelines, IEUA, acting as lead agency, prepared and processed
a Final Program Environmental Impact Report (Final PEIR) for the Chino Basin
Watermaster Optimum Basin Management Program (OBMP) which ncinded
conjunctive use Storage and Recovery Program of 500,000 acre-feet (the '
“Storage and Recovery Program™). Among other things, the Final PEIR
evaluated the environmental effects associated with the construction activities that
are tied to and funded by this Agreement. On July 12, 2000, IEUA certified the
Final PEIR and approved the OBMP.

Subsequent to certification of the Final PEIR, IEUA found that it needed to make
minor modifications to the proposed construction activities. [EUA determined

~ that these modifications would not result in any significant new environmental
effects, substantially increase the severity of previously identified effects, or
Tequire any new mitigation measures beyond those examined by and proposed in
the Final PEIR. IEUA prepared a Finding of Consistency (i.e., Addendum)
documenting this determination, which it certified on December 18, 2002.

TVMWD and Metropolitan, acting as responsible agencies, have reviewed the
information contained in the Final PEIR and Finding of Consistency, and have
adopted IEUA’s findings concerning the environmental effects associated with
the consiruction activities that are tied to and funded by this Agreement.

As of the date of this Agreement, no legal action has been filed challenging the
Final PEIR, the Finding of Consistency, or any determination and approvals
issued by IEUA, TVMWD or Metropolitan that relate to the Program or this
Agreement.

TEUA and Watermaster are funding a $45 million Recharge Master Plan capitat
improvement program, separate and apart from this agreement, that will increase
significantly the ability for Metropolitan to store water through direct
replenishment into Metropelitan’s storage account. Under the OBMP the parties
* to the Judgment have agreed to expand the existing Chino | Desalter from 8 mgd
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to 14 mgd and build the Chino II Desalter at a capacity of 10 mgd to produce and
ireat approximately 25,000 AF per vear of poor quality water to minimize
downstream water quality impacts on the Orange County Water District (OCWD)
consistent with the OBMP Program Environmental Impact Report and Chino [
expansion/Chine II Desatter Environmental Impact Report and the Memorandum
of Understanding with OCWD.

NOW, THEREFORE, in consideration of the foregoing Recitals, and for other

good and valuable consideration the receipt and adequacy of which are hereby acknowledged,
the Parties hereby agree as follows:

IL

I11.

EFFECTIVE DATE AND TERM

A,

Effective Date

Upon execution by all Parties, this Agresment shall be deemed effective as of
March 1, 2003 (the “Effective Date™), o

Termination Date

This Agreement shall initially terminate on the date which 1s twenty-five years
after the Effective Date, uniess sooner terminated in accordance herewith (the
“Initial Termination Date™). Notwithstanding the foregoing, this Agreement
will renew for a five-year period commencing on the Initial Termination Daie,
and each fifth anniversary thereof (each, a “Renewal Date™), if written consent of
all parties 1s filed with Metropolitan at least 90 days prior io sach termination
date. This Agreement shall absolutely terminate and be of no further force or
effect on the date that is fifty years after the Effective Date (the “Final
Termination Date™).

CONDITIONS PRECEDENT TO FUNDING OBLIGATION AND PROGRAM
IMPLEMENTATION

Metropolitan’s funding obligations with respect to construction of the Facilities (as set
forth in Article V below) are subject to the satisfaction of the following conditions
precedent, or waiver of the condition(s) precedent, by Metropolitan:

A,

CEQA.

Amny and all environmental reviews and supporting documentation (“CEQA
Documents”) required to implement the Program and/or this Agreement shall
have been completed, certified and approved by the Parties in accordance with
CEQA and its guidelines. Further, the time period for commencing a legal action
challenging any of these CEQA Documents, or challenging any certifications,
findings, determinations, approvals or authorizations that are related to or based
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upon such CEQA Documents, shall have lapsed with no such legal action having
been filed.

B, DWR Commitment

The conditions necessary to receive Prop. 13 Funds under the DWR Funding
Letter shall have been satisfied, and DWR shall be committed to disbursing the
Prop. 13 Funds to Metropolitan in accordance with the DWR Funding Letter, the
Schedule and the Budget.

C. Permits and Approvals

Any authorizations, consents, licenses, permits and approvals from any
Governmental Authority (as defined hereafter) or person as may be required by
applicable law to construct and operate the Program (including, without
limitation, the approvals or consents from other groundwater users in the Chino
Basin, or parties whose approval is required by any judgment in an adjudicated
basin, and approval and recognition of this Agreement by the San Bernardino
Superior Court with continuing junisdiction over the Judgment {collectively, the
“Required Approvals™) shall have been obtained. IEUA shall have delivered
reasonably satisfactory evidence of such Required Approvals to Metropolitan.
None of the Required Approvals shall impose any condition to such approval that
a Party finds unacceptable, and any acceptable conditions to the Required
Approvals shall have been satisfied or waived by the person imposing such
condition or will be satisfied by the Program as then contemplated.
“Governmental Authority” means any federal, state, local or other
governmental, regulatory or administrative agency, govemmental commission,
department, board, subdivision, court, tribunal, or other governmental arbitrator,
arbitral body or other authority.

D. No Litigation

IEUA, TVMWD, and Watermaster shall have certified that, except as disclosed in
writing to Metropolitan and accepted by Metropolitan in its reasonable discretion,
there 1s no litigation, including any arbitration, investigation or other proceeding,
pending before any court, arbitrator or Governmental Authority, nor any such
litigation threatened, nor any decree, order or injunction issued by any court,
arbitrator or Governmental Authority and remaining in effect, which relates to
Program Funds or the Program or which prevents or hinders (or seeks to prevent
or hinder) implementation of the Program, or which raises a question as to the
vahdity of this Agreement, or any of the other Program agreements.

The date upon which each of the foregoing conditions has been satisfied or waived by

Metropolitan, as set forth in a written notice from Metropolitan to IEUA, shall be the
“Funding Obligation Date.”
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IV,  PROGRAM PLANNING AND CONSTRUCTION

Al Planning

1. (General Description of Program

The Program includes the following components:

a.

3\)

Metropolitan shall have the right to: (1) deliver and store imported
water supplies in the Chino Basin at up to arate of 25,000 acre-feet
per vear and up to 100,000 AF in storage at any time (“Maximum
Storage Amount™), subject to higher amounts if approved in
advance by the Chine Basin Watermaster, and (2) cause Chino
Basin stored water to be produced at a rate of 33,000 AF per year,
pursuant to the Exhibit G “Performance Critenia” of this
Agreement, the Chino Basin Judgment and the Watermaster Rules
and Regulations. Watermaster will provide for rights to store and
extract water from the Chino Basin.

The proposed groundwater storage Program consists of the
facilities described in Exhibit H (the “Facilities”). The agencies
within the service areas of IEUA and TVMWD responsible for
operating the respective Facilities (“*Operating Parties”) are also
listed in Exhibit H. IEUA and TVMWD will enter into agreements
with the Operating Parties within their respective service areas
that will require such Operating Parties to operate and maintain
the Facilities.

. Water provided for storage by Metropolitan hereunder (“Program

Water™) will be untreated water, as defined in Section 4104 of
Metropolitan’s Administrative Code. Water stored by spreading or
injection in the Chino Basin must meet the applicabie water quality
requiremnents as required by the Watermaster and any other
regulatory agency with jurisdiction over the Chino Basin.

Metropolitan will fund the construction of the Facilities in
accordance with this Agreement.

Operational Capacity Thresholds

The Program “Operational Capacity Thresholds™ are:

a.

Storage. Water can be stored in the following ways: (1) spreading,
(2) injection, (3} in-lieu deliveries (pursuant to the administration
procedures described in Exhibit F) and transfer from existing
Metropolitan storage accounts consistent with the Chino Basin
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3.

S

Judgment. Metropolitan can store water in the Chino Basin at a
rate of 25,000 AF per year, unless a greater arnount is approved by
the Watermaster.

b. Extraction. At a minimum, the Facilities, when combined with the
existing groundwater production capacity of the Operating Partiss
as defined in Exhibit H, if necessary, shall be designed to have the
capacity to extract water from the Chino Basin at a rate of 33,000
AF per year. Prior to the completion of all Facilities, the minimum
gxtraction capacity shall be a pro rata portion of the extraction
capacity based on the Facilities then completed.

Submission of Plans, Scheduie and Budget

On or before September 1, 2004, IEUA shall deliver to Metropolitan the
engineering and constraction plans and specifications (the “Plans™), a
comstruction schedule (the “Schedule™) and a construction budget (the;
“Budget”) for the Facilities . At a minimum:

a. The Plans shall describe in reasonable detail the construction and
design of the Facilities, and shall conform to any requirements of
DWR;

b. The Schedule shal] state the date of construction commencement,

the anticipated compietion date (which shall occur no later than
March &, 2008, ), key milestone dates in the interim (sach a
“Milestone Date”) including timing of discrete program elements
(*“Discrete Program Elements™) and major tasks (“Tasks™)
within them; and

C. The Budget shall contain an itemized summary of Program costs
including costs of the contractors, consultants, and other service
providers, and all materials anticipated to be purchased in
cennection with the Program. For the purpose of Metropelitan’s
payment of invoices from Program Funds (“Inveice”) pursuant to
Section V(D), the Budget shall be divided into phases
corresponding to the Milestone Dates, Discrete Program Elements
and Tasks set forth in the Schedule.

Review and Approval of Schedule and Budget

a. Metropolitan shall review and approve or disapprove, by written notice
to TEUA, the Schedule and Budget for the Facilities within ten (10)
business days after Metropolitan’s receipt thereof (once so approved,
the “Approved Budget” and the “Approved Schedule™). If
Metropolitan has not acted on the schedule or budget within ten (10)
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business days after Metropolitan’s receipt, the schedule or budget shall
be deemed approved.

b. For all Facilities funded in whole or part with Prop. 13 funds, all
Metropolitan approvals shall be conditional upon DWR approvals.
[EUA acknowledges and agrees that Metropolitan intends to submit
the Schedule and Budget to the DWR for its review and approval, and
Metropolitan shall disapprove the Schedule and/or Budget upon
DWR s disapproval of the Schedule and/or Budget.

¢. If Metropolitan (or DWR, if applicable)} disapproves of the Scheduie
and/or Budget, Metropolitan shall specify the reasons for the
disapproval in its disapproval notice to IEUA. Metropolitan shall
thereafter promptly meet with JEUA to correct any deficiencies to the
Schedule and/or Budget such that the Schedule and Budget are
reasonably acceptable to Metropotitan, DWR (if applicable) and
IEUA.

d. Notwithstanding any requirements of DWR as noted in clause (b)
above, or any other terms or conditions set forth herein, neither DWR
nor Metropolitan shall have any responsibility for reviewing or
approving the Plans, and TEUA assumes all responsibility for the
proper design, planning, and specifications of the Facilities.

e. IEUA, may, as warranted, update the Approved Schedule and
Approved Budget for the Facilities to reflect changes as necessary.
However, under no condition may the Completion Date exceed March
8, 2008, or the total budget exceed the specified amount allocated as
Program Funds unless such overages shall be the responsibility of
IEUA. Review and approval of the proposed update shall follow the
above procedure.

B. Construction

1.

Contracting

IEUA shall retain, or cause to be retained through agreements with the
Operating Parties, gualified contractor(s) and consultants to design and
construct the Facilities. All contracts let for project construction shall be
let by competitive bid procedures that assure award of the contract to the
lowest responsible bidder, except as may be otherwise authorized under
the enabling authonty for IEUA and/or the California Public Contract
Code.
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Construction Supervision and Responsibility

a. Diligent Prosecution of Facility Construction. IEUA agrees to
faithfully and diligently complete, or cause to be completed, the
construction of the Facilities in accordance with the Plans,
Approved Budget and Approved Schedule.

b. Supervision. As among Metropolitan, [EUA, TVMWD, and the
Watermaster, IEUA shall be responsible for all work i connection
with the construction of the Facilities and for persons engaged -
the performance of such work.

c. Compliance with Laws. TEUA shall ensure that ali construction m
connection with the Program complies with any applicable federal,
state and local laws, rules and regulations, including, without
limitation, environmental, procurement and safety laws, rules,
regulations and ordinance. v

d. Contracting Disputes. JEUA shall be responsible for any and all
disputes arising out of its contracts for work on the Program,
includmg, without limitation, any bid disputes and payment
disputes with contractors or subcontractors. Metropolitan will not
mediate disputes between [EUA, TVMWD, their Operating Parties
and any other entity in connection herewith.

Inspecticn Right

During reasonable business hours, Metropolitan and/or the DWR, with
respect to Facilities funded with Prop. 13 Funds (and any of thetr
designated representatives or agents), may enter upon the Program site and
inspect the on-going and/or completed construction activities.
Metropolitan agrees 10 exercise commercially reasonable efforts to deliver
advance written notice to IEUA of any such visit to the Program site (it
being acknowledged, however, by IEUA that the DWR may inspect the
Program site at any and all reasonable times without prior notice pursuant
to the terms of the DWR Funding Letter).

Completion of Construction

a. Completion Date. IEUA shall assure that Completion of the
Facilities occurs not later than March &, 2008, “Completion”
means {x) performance of the construction in a good and
workmanlike manner, free and clear of mechanics’, materialmens’
and other liens or security interests, claims or encumbrances
relating to such construction, subject only to complefion of punch
list items which do not materially interfere with the use or
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functionality of the Facilities, and (y) the payment of all costs to
the persons entitled thereto less retainage or reserves for punch list
1tems.

b. Completion Notification and Certification. IEUA shall notify
Metropolitan within ten business days after Completion of
Facilities by each Operating Party. Such notification shall include
a certification from the IEUA, the general contractor (if applicable}
and a California Registered Civil Engineer affirming Completion
and that the Facilities: (i) are as described in Exhibit H; (ii) have
been constructed substantially in accordance with the Plans; (1)
have been adequately tested and meet the Operational Capacity
Thresholds; and (iv) are otherwise sufficient to achieve the goals of
the Program {as stated in Exhibit H).

5. Ownership of Project
Metropolitan will have no ownership interest in the Facilities. The
Operating Parties shall have sole ownership and conirol of the Facilities,
and the real property interests in connection therewith, subject to the rights
and obligations of the Parties under this Agreement.

V. PROJECT CONSTRUCTION FUNDING (NOT INCLUDING OPERATION AND
MAINTENANCE/ENERGY COST FUNDING)

A, Metropolitan Funding Obligation

1. After the Funding Obligation Date, subject to and in accordance with the
terms and conditions of Section V(C) below, Metropolitan hereby agrees
to fund the payment of ehigible costs for constructing the Facilities in
accordance with the Approved Budget (the “Program Construction
Costs™) in an amount not to exceed $27.5 million, inclusive of design and
construction of Facilities and the costs to comply with CEQA. Of these
Program Construction Costs, $9 million is being funded by Prop 13 Funds.

B. Cost Overruns

i, IEUA agrees to pay, and Metropolitan shall have no liability for, any costs
of constructing the Facilities in excess of the amounts set forth in the
applicable Approved Budget (on line-item and aggregate bases); provided,
however, that upon written request from IEUA, Metropolitan shall
approve, conditional upon DWR approval, realiocation of any
demonstrated costs savings from one line-item of the Approved Budget to
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ancther line item 1n order to cover any cost overruns for the $9 million
funded by Prop. 13 Funds for specific Program facilities.

2. Should bids for construction of the Program Facilities exceed the
Approved Budget by more than 5%, IEUA may review such cost increase
with Metropolitan fo deterrnine the appropriate way 1o proceed with the
Program. Metropolitan and IEUA may mutually agree to a cost share, a
change in scope of the Program, or {o discontinue the Program.

3. IEUA agrees to reimburse Metropolitan for any of its costs intended to be
reimbursed with Prop. 13 Funds that are disapproved by DWR, within
thirty (30} days of receipt of invoice from Metropolitan for such

eimbursement. TEUA agrees to pay interest computed at an annual rate
equal to that earned by Surplus Money Investment Fund (SMIF) rate as
provided for in Government Code Sections 16480 et seq.. calculated
monthly, on any outstanding amounts so invoiced by Metropolitan,
beginning thirty days afier the date such invoice is received until paid?

C. Disbursement Protocol
1. Invoice Payment.

Commencing on the Funding Obligation Date, and continuing not more
often than monthly thereafter, IEUA may submit for Metropolitan’s
consideration and payment irom the Program Funds an Invoice for costs
incurred. Each Invoice shall set forth in reasonable detail those Program
Construction Costs that have been incurred since submittal of the prior
Invoice and shall reference Discrete Program Elements and Tasks as
outhned in the Approved Budget and Schedule. Each Invoice shall be
accompanied by a Progress Report pursuant to Section X (B)(1). Work
accomplished on each Discrete Program Element shall be briefly
described, and the percent complete shall be presented with the percent
and actual amounts expended to date on each Discrete Program Element.
Metropolitan shall review and approve or disapprove (in part or whole) the
Invoice and provide payment of Program Funds to IEUA for all approved
portions of the Invoice within 30 days of receipt. If Metropolitan
disapproves any portion of an Invoice, it shall state its reasons for such
disapproval in writing and cooperate in good faith with IEUA, to promptly
achieve a mutually acceptable revision to the disaliowed portion of the
Invoice. Metropolitan agrees to pay interest at the rate and in the manmner
specified in Section V{B)(2) on approved portions of invoices paid more
than thirty (30) days after receipt of such invoice by Metropolitan.

11
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Certification of Expenditures

With each Invoice submitted for Program Construction Costs, IEUA shall
also provide ifs written certification and a written certification from the
general contractor, 1f any, affirming that mvoiced amounts were utilized
exclusively for construction of the Facilities in accordance with the Plans
and Approved Budget. Such cerfification shall be accompanied by
evidence of payment for services and/or materials delivered in connection
with the construction of the Facilities.

Disbursement of Program Funds

Upon Metropelitan’s payment of Program Funds pursuant to an Invoice,
Metropolitan shall have fulfilled its obligation with respect to such
payment, and shall have no obligations to ensure disbursement to the
appropriate Party(ies) entitled thereto. |

Vi. OPERATING COMMITTEE

A, Operating Committee

1.

Composition of Committee.

A committee (the “Operating Committee™) shall be established for the
specific purposes specified herein. The Operating Committee shall have
five members, two representatives from Metropolitan and three
representatives chosen by IEUA, TVMWD, and Watermaster in any
manner determined by IEUA, TVMWD, and Watermaster. The local
agencies listed in Exhibit H may also attend meetings of the Operating
Committee. With respect to any matter on which the Operating
Committee cammot reach unanimous agreement, the Operating Committee
shall submit such matter for determination by a consultant and/or
arbitration panel in accordance with Section XTII(A).

Meeting of Operating Committee
The Operating Committee shall meet:

a. as reasonably often as necessary to implement operations and take
other needed action pursuant to this Agreement. Such tasks wiil
include preparation of Operating Committee’s certification to
Watermaster regarding monthly storage achieved utilizing
methodology specified in Exhibit F {Accounting Methodology).

b. within thirty days after the execution of this Agreement; and
thereafler at least sixty days prior to the end of each fiscal year

12
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{which fiscal year shall run from July ! through June 30) to
develop Program Annual Operating Plan for the subseguent year
and to review need for adjustments to Electrical Costs and
Operation and Maintenance Costs; and

by August 31 of each year review prior fiscal vear performance for
storage and/or extraction in conformance with the Annual
Operating Plan and Exhibit G, Performance Criteria; and for
assessment of per-acre-foot Electrical Costs and Operation and
Maintenance Costs to be paid by Metropolitan.

Annual Operating Plan

a.

The Annual! Operating Plan shall provide an estimated schedule
and location for all storage and extraction under this Agreement
and in conformance with Exhibit G (Performance Criteria) on a
monthly basis for the upcoming fiscal year and documentation of
adequate available capacity with respect to the Program Facilitiss
capacity to accommodate Metropolitan’s rights pursuant to Section
VI hereof. Initial operation of the Metropolitan Storage Account
prior to completion of Facilities funded under this Agreement shall
be accomplished under the Annual Operating Plan. Until all
Facilities are completed, partial performance shall be pro rata.
according to the proportion of Facilities listed in Exhibit H which
are then complete.

The Annual Operating Plan shall provide sufficient information to
allow the Operating Committee and Watermaster to assess
potential impacts from the Program on the Chino Basin and the
Judgment Parties, such as ; (1) current and projected water levels
in the basin; and (2) short-term and long-term projections of Chino
Basin water supply and water quality. The Operating Committee
and the Watermaster may request additional information from the
Operating Parties.

Consistent with Section VIII(A) below, the Annual Operating Plan
shall not limit Metropolitan’s ability to modify its call for
extraction or storage of water upon fifteen (15) days advance
notice as provided in Sections VII(A) and VII{C). Watermaster
reserves the right to approve the location and amount of storage
and extraction pursuant tc this Agreement, in accordance with the
Judgment, OBMP and its policies applicable to the Judgment
Parties.

Storage and extraction operations under this Agreement shall be in

accordance with the provisions of the Annual Operafing Plan as

13

EXHIBIT 11



adopted or as amended to accommodate changed circumstances or
new information. The Annual Operating Plan may be amended:
(1) at the request of a member of the Operating Committee and
with the concurrence of the Operating Commitiee and approval of
the Watermaster (2) as 2 requirement of the Watermaster in the
impiementation of the Judgment and OBMP with specific
adjustments proposed by consensus.of the Operating Committee
and approved by the Watermaster.

4, Specific Duties

Without limiting the foregoing, the Operating Committee shall:

4.

Properly account for the amounts of all water stored and extracted
and submit a report of these amounts achieved for the Metropolitan
Storage Account to Watermaster and Metropolitan on a rionthly
basis but not more than two months in arrears. At the end of the’
fiscal year, an annual reconciliation shall be performed of storage
and extraction, and any adjustments to the monthly submittals shall
be submitted to the Watermaster and to Metropolitan in a timely
manner for consideration in the preparation of the Watermaster’s
anmual assessment package.

Within two months following formal issuance of Watermaster's
annual report, perform an annual reconciliation of Metropolitan
and IEUA’s and TVMWD’s records with Watermaster’s annual
report and Metropolitan’s water billing inclusive of credits for the
Operation and Maintenance Costs and Electrical Costs, and
prepare any needed paperwork for adjustments to the billing.

Consistent with Section VIII(A) below, confirm that sufficient
excess operable production capacity was maintained for the
conjunctive use Program during the prior year, unless different
criteria are agreed upon by the Operating Committee.

Prepare and deliver fo the Parties, on or before September 1 of
each vear, a written annual report outlining the Program Annual
Operating Plan for the subsequent year, and the Operating
Committee’s actions during the prior year {the “Operating
Committee Annual Report™).

Every five vears, commencing upon the Completion Date, the
Operating Committee shall review the maintenance charge set
forth in Section VI(D)1) of this Agreement. To such end, the
Operating Committee shall conduct a survey of operation and
maintenance costs with respect to facilities within the Program

14
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Basin and which are comparable fo the Facilities. Based on such
survey and other information the Operating Committes deems
relevant, the Operating Commuttee shall approve a new Operation
and Maintenance Cost for the next five-year period.

f. Every year commencing upon Completion Date, determine the
electrical power unit rates(s) (dollars per AF of Stored Water
Deliveries) for the respective Operating Party(ies) to extract water.
The electrical power cost to extract Program Water (the “Electrical
Costs™) shall be equal to Stored Water Deliveries (as defined in
Section VII{C) below) for the applicable period multiplied by the
applicable electrical power unit rate(s) for the Operating Party(ies)
that extracted the water. The Operating Committee shall ensure
that the electrical power unit rate per acre-foot of extracted water
calculated for each Operating Party is reflective of actual energy
costs. .

IEUA and TVMWD Obligations

Subject to Section VI(C), IEUA and TVMWD hereby agree to do, or to cause
through agreements with the Operating Parties in their respective service areas,
the following:

L. Cause the Facilities to be operated and maintained in as good and efficient
condition as upon their construction, ordinary and reasonable wear and
depreciation excepted, and otherwise in accordance with industry
standards (and DWR standards and requirements, if any);

2. Provide for all repairs, renewals, and replacements necessary to the
efficient operation of the Facilities;

3. To the extent existing facilities are utilized for the Program, provide for all
repairs, renewals, and replacements necessary to the efficient operation of

such existing facilities;

4, Certify the amount of water in the Metropolitan Storage Account pursuant
to the Operating Commitiee accounting; and

5. Upon call by Metropolitan for Stored Water Delivery, operate Facilities,
combined with the existing infrastructure, at Operational Capacity
Thresholds necessary to meet performance targets as outlined in Exhibit
G.

Watermaster Obligations

Watermaster hereby agrees to:
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Maintain records of the amounts of all water stored in and extracted from
the Chino Basin pursuant to this Agreement and consistent with the
Judgment and Rules and Regulations, and provide to Metropolitan an
amount specified in an account to be designated as the Metropolitan
Storage Account. Watermaster will maintain a monthly staternent
regarding the account as information becomes available and will
document in its annual report all water stored in and withdrawn from the
Metropolitan Storage Account. Watermaster shall account for
Metropolitan stored water as follows:

Yy

g The amount of any water stored in the Chino Basin on behalf of
Metropolitan pricr to the Effective Date of this Agreement shall be
credited to the Metropolitan Storage Account on the Effective Date
pursuant to the procedure set forth in Exhibit E.

b, Watermaster shall credit water which Metropolitan delivers. for
storage to the Metropolitan Storage Accounton an acre-foot for
acre-foot basis, less any losses assessed.

C. Losses assessed by Watermaster against the Metropolitan Storage
Account will be equivalent to losses assessed Judgment parties for
participation in the Storage and Recovery Program.

d. ‘Watermaster shall debit the Metropolitan Storage Account one
acre-foot for each acre-foot of water produced from the account.
Watermaster accounting for water produced from the Mefropolitan
Storage Account shall specify quantities produced by each
Operating Party.

€. Watermaster shall obtain from Operating Committee on a monthly
basis its report of the amount of storage achieved using the
methodology specified in Section VII(B) and Exhibit F of this
Agreement.

2. Report the total active and inactive annual extraction capacity of the
Operating Parties in the Watermaster’s annual report.

Metropolitan Obligations

In accordance with the procedures set forth in ¢lause (E) below, Metropolitan
hereby agrees to:

1. Pay costs of operating and rmaintaining the Facilities at the unit rate
(dollars per AF of Stored Water Deliveries) determined by the Operating

Commmittee for the Operating Party(ies) that exiracted water as adjusted
when and as required by Section VI(A){(4)(e) (the “Operation and
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Maintenance Costs”). Operation and Maintenance Costs will include a
dollar per AY amount for each AF produced by an Operating Party from
Metropolitan’s Storage Account through the funded 1on exchange facilities
equal io the Operating Party’s variable costs of treating Metropolitan’s
State Water Project surface deliveries (expressed as dollar per AF of
treating such water). Such vaniable costs shall exclude capital, debt
service, or replacement costs and include only variable operating and
maintenance costs at the Water Facilities Authority Treatment Plant,
CCWD Lloyd Michael Filtration Plant, or the Miramar Treatment Plant.
The dollar per AF cost shall be calculated by dividing the variable costs by
the quantity of water produced by the treatment plants. The doliar per
acre-foot shail be determined by the Operating Committee pursuant to
Section VI(A)(4)(e);

Pay the Electrical Costs as determined in Section VI(A)(4)({) to extract
water from the basin, if any, equal to Stored Water Deliveries (as defined
in Section VII(C) below) for the applicable period for the Operating *
Party(ies) that extracted the water; and

From and afier the first full year in which water 1s stored in the Program
Basin on Metropolitan’s behalf, and on or prior to July 1 of each
subsequent year, pay an administrative fee in an annual amount of
$132,000 to the Watermaster {(as such amount is adjusted on each
anmuversary of the execution of this Agreement by the lesser of 2.5% or
the Retail Consumer Price Index for the City of Los Angeles published by
the Engineering News Record), for the incremental costs and expenses of
administering the Program during such year. Such administrative fee is
subject to adjustment from fime to time as approved by the Operating
Committee.

E. Payment of Operation and Maintenance Costs and Electrical Costs

L.

1.

Amounts owing by Metropolitan pursuant to Section VI(D) for Operation
and Maintenance Costs and Electrical Costs shall be paid through a credit
to Metropolitan’s monthly invoice for the Stored Water Delivery to
TVMWD or IEUA, as applicable, pursuant to Section VI(D). Upon the
credit to Metropolitan’s invoice for the Operation and Maintenance Costs
and Electrical Costs, Metropolitan will have satisfied its funding
obligations with respect thereto.

Aannual Reconciliation

Reconciliation of Metropolitan Storage Account and Costs.

As noted in Section VI(A}(4)(a) above, the Operating Committes will
conduct an annual reconciliation of the prior year’s credits and debits to
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the Metropolitan Storage Account. if such reconciliation reveals that the
actual amount of water delivered by Metropolitan for storage pursuant to
Section VII{A)Y1), or the actual amount of Stored Water Delivenies, as
defined 1n Section VII{C) below, during the prior year were not accurately
accounted for, then the Operating Committee shall reflect this in its vear-
end assessment of storage and extraction provided to the Watermaster.
The Watermaster shall defermine the manner in which any credits or
debits to the Metropeolitan Storage Account shall be made.

The Operating Commitiee shall complete its reporting and processing of
any prior year adjustments to the Metropolitan water invoice within two
months of the formal issuance of the Watermaster’s annual report, as
provided in Section VI(A)(4)(b).

VII. GROUNDWATER STORAGE AND EXTRACTION

A, Metropolitan’s Storage Account Rights

1.

During any fiscal year of the term of this Agreement, Metropolitan may

“deliver up to 25,000 AF of Prograrn Water for storage in the Program

Basin with an equivalent amount to be accounted for in the Metropolitan
Storage Account pursuant hereto; provided, however, that tota] Program
Water stored on behalf of Metropolitan in the Program Basin, pursuant to
this Agreement, shall never exceed the Maximum Storage Amount unless
approved by the Watermaster. Deliveries shall be subject to the prior
approval of the Watermaster pursuant to the policies described in
subsection 5 below. Metropolitan shall not be obligated to pay any fees
associated with basin utilization.

Metropolitan may make such deliveries to IEUA or TVMWD on fifteen
(15) days advance notice to such Party and Watermaster. Watermaster
will credit the Metropelitan Storage Account by the amount of Program
Water delivered to IJEUA or TVMWD.

Upon notification by Metropolitan pursuant to Section VII(A)(2), TEUA or
TVMWD and Watermaster may either: (a) directly store the amount of
any such delivery of Program Water in the Chino Basin {e.g., by injection
or spreading); or (b) store the amount of any such delivery of Program
Water in the Chino Basin by in lieu storage, i.., by reducing pumping
from the Chino Basin by the amount of such defivery.

The quantity of Program Water delivered to the Metropolitan Storage
Account in any given month shall be determined in accordance with the
accounting methodelogy set forth in Exhtbit F.
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5. The Watermaster’s Storage and Recovery Policies shall be applied to
Program Water stored under this Agreement in a non-discriminatory
manner consistent with the application of such policies to any other
participant in the Storage and Recovery Program, including all parties to
the Judgment. Furthermore, the Watermaster shall not impose any
policies upon the Program Water, whether or not imposed on other parties,
that would materially alter the benefits provided to or the obligations
imposed upon Metropolitan under this Agreement. Without limiting the
foregoing, the Watermaster shall not impose any policies that would create
any significant discrepancies between the amount of Program Water
delivered by Metropolitan for storage in the Program Basin and ‘the
amount of Program Water that Metropolitan is entitled to extract from
such basin pursuant to this Agreement.

Certification of Deliveries to Metropolitan Water Account

1. Metropotitan shall deliver available Program Water to IEUA or TVMWD
at the appropriate service cornection for storage in the Metropolitan
Storage Account consistent with the Anmual Operating Plan. In any month
where imported water is delivered to the Chino Basin through a
Metropoiitan service connection, the Party receiving Program Water shall
certify the facts concemning the quantities of such deliveries to
Metropolitan and Watermaster in writing or electronically in a format
satisfactory to Metropolitan by a responsible officer of such Party.

3

Metropolitan will credit the appropriate IEUA or TVMWD 1nvoice at the
apphcable rate for each acre- foot of water certified by such Party for that
service connection.

[F%]

Certifications of Program Water for a given billing period must be
received by Metropolitan before 3:30 p.m. on the third working day after
the end of the month to receive credit on the bill for that bﬂhng period or
any preceding billing period.

4, No certification received after six months following the end of any month
in which a credit for Program Water is claimed will be accepted.

Extraction of Stored Water

1. In lieu of providing all or some of its regular surface water deliveries to
TEUA or TVM WD, Metropolitan may, on fifteen (15) days advance
notice, deliver water tc such Party on the first of the following month by
requesting such Party to debit the Metropolitan Water Account (each such
delivery being a “Stored Water Delivery”); provided, however, that
unless permitted by Watermaster, such Stored Water Deliveries shall not,
in any fiscal year exceed the lesser of (a) 33% of the Maximum Storage
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Amount or (b) the amount then remaining in the Metrepolitan Storage
Account. Metropolitan's regular surface water deliveries to IEUA and
TVMWD will be reduced by the amount of such Stored Water Delivery.
During an emergency or unforeseen operational condition, IEUA and
TVMWD will use their best efforts in responding to Metropolitan’s
request for a Stored Water Delivery.

2. [EUA and TVMWD, as applicable, shall pump the amount of the Stored
Water Delivery from the Chino Basin in lieu of receiving its reguiar
surface water deliveries in accordance with specific direction from the -
Watermaster.

3. TEUA and TVM WD shall have twelve months to comply with
Metropolitan’s extraction request in accordance with the performance
criteria deseribed in Exhibit “G” to this Agreement.

Payment for Extraction of Stored Water

Upon call by Metropolitan for Stored Water Delivery, Metropolitan shall invoice
IEUA or TVMWD for the amount reported as extracted by the Operating
Committee pursuant to Section VI(A)4)(a), and such Party shall pay to
Metropolitan the then applicable full-service rate (or its equivalent, as determined
by Metropolitan in its reasonable discretion) as if such Stored Water Deliveries
were surface water delivenies through its service connection. The invoice from
Metropolitan shall include credits for the Operation and Maintenance Costs and
the Electrical Costs associated with the Stored Water Delivery. Where prior
storage accounts are credited to the Metropolitan Water Account pursuant to
Section VI(C)(1)(a), this water shall constitute the Stored Water Delivery prior to
any water credited to the Metropolitan Water Account after the Effective Date,
and shall be paid for at the appropriate rate indicated in Exhibit E.

VIII. OTHER USES OF FACILITIES

A,

AHowed Use

IEUA and TVMWD may use Program Facilities for purposes unrelated to the
Program so long as such use does not interfere with the Program and the excess
operable production capacity is maintained as necessary for performance under
this Program, uniess monthly operable production capacity on other than a
monthly basis is agreed to by the Operating Committee.

TEUA and Watermasgter shall certify to the Operating Committee that there will
exist at all times excess operable production capacity in the Chino Basin of at
least an annual extraction of 33,000AF or 33% of Maxirnum Storage Amount for
performance under this conjunctive use Program. '
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IX. REPRESENTATIONS, WARRANTIES AND AFFIRMATIVE COVENANTS OF
PARTIES

A Of IEUA and TYMWD

IEUA and TVMWD respectively represent, warrant and covenant as follows:
1, Power and Authority

That it is a municipal water district, duly organized and validly existing
under the laws of the State of California; that it has all necessary power
and authority to enter into this Agreement and to perform its obligations
hereunder on the terms set forth in this Agreement, and that the execution
and delivery hereof by it and the performance of its obligations hereunder
will not violate or constitute an event of default under the terms or
provisions of any agreement, document or instrament to which 1t is a party
or by which it 1s bound.

2. - Authorization; Valid Obligation

That all proceedings required to be taken by or on behalf of such Party to
authorize it to make, deliver and carry out the terms of this Agreement
have been duly and properly taken, and that this Agreement is its valid and
binding obligation enforceable in accordance with its terms, except as the
same may be affected by bankruptcy, insolvency, moratorium or similar
laws or by legal or equitable principles relating to or limiting the rights of
contracting parties generally.

3. No Litigation

To the best of its knowledge, there is no litigation, proceeding or
investigation pending or threatened, to which it is or would be a party, or
which does or would bind or relate to the Program Basin, directly or
indirectly, which, individually orin the aggregate, if adversely
determined, might materially and adversely affect its ability to perform its
obligations under this Agreement, or which raises a question as to the
validity of this Agreement, or any action to be taken hereunder.

4. Compliance with Laws
In the performance of its obligations hereunder, such Party and its

comnfractors and subconiractors will comply with all applicable laws,
regulations and ordinancss, including, without limitation:
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a. the Fair Employment and Housing Act (Government Code, Section
12900 et seq.), and the regulations promulgated thereunder
(California Code of Regulations, Title 2, Section 7285.0 et seq.);

b. Article 9.5, Chapter 1, Part 1, Division 3, Title 2 of the
Government Code (Government Code, Sections 11135-11139.5)
and the regulations or standards adopted by the DWR relating
thereto; .

c. the nondiscrimination program requirements of Government Code,
Section 12690, and Title 2, California Code of Regulations,
Section 8103;

d. Section 3700 of the California Labor Code, requiring every
employer to be insured against liability for workers' compensation
or to undertake self insurance in accordance with the provisions of
that code, and such Party affirms that it will comply with such *
provisions before commencing the construction of the Facilities
and will exercise best efforts to make the its contractors and
subcontractors aware of this provision;

€. the Drug-Free Workplace Act of 1990 (Government Code 8350 et
seq.) and have or will provide a drug-free workplace; and

{. the Americans with Disabilities Act of 1990 (42 U.S.C. 12101 et
seq.) which prohibits discrimination on the basis of disability, as
well as all applicable regulations and guidelines 1ssued pursuant
thereto.

Such party and its contractors and subcontractors will give written
notice of their obligations under this clause to labor organizations
with which they have a collective bargaining or other agreement.
Such Party and its contractors will include the nondiscrimination
and compliance provisions of this clause in all contracts and
subcontracts let for the construction of the Facilities.

Compliance with DWR Requirements

The Plans comply with any DWR requirements, inciuding any
requirements set forth in the DWR Funding Letter. During the
performance of its obligations herein, such Party will comply with any
DWR requirements, including any requirements set forth in the DWR
Funding Letter.
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10.

No Construction

That construction of the Facilities and related work (including pianning
activities) did not commence prior to the Effective Date.

Capacity

Such Party and its contractors, subcontractors and their respective agents
will at all times act in an independent capacity and not purport to act as, or
represent to others that they are, officers, employees, representatives or
agents of Metropotitan, DWR or the State of Califormia.

Oversight and Supervision of Construction

Such Party will oversee and supervise all contractors and keep control of
all work and provisions of services and materials in connection with the
Program. : i

Maintain Ownership of Program Property

Such Party will not sell, abandon, lease, transfer, exchange, mortgage,
hypothecate or encumber in any manner whatsoever all or any portien of
any real or other property necessarily connected or used in conjunction
with the Program.

Protection of Others’ Rights

Such Party will fully protect and preserve the rights of overlying
landowners, other groundwater users or water rights holders, parties
whose approval is required by any judgment in an adjudicated basin, and
all groundwater management agencies or other applicable regulatory
agencies, and will take the necessary actions (including groundwater
monitoring and mitigation and/or limiting extraction of groundwater) to
protect such rights. :

Of Watermaster

Watermaster and its contractors, subcontractors and their respective agents will at
all times act in an imdependent capacity and not purport 1o act as, or represent to
others that they are, officers, employees, representatives or agents of
Metropolitan, DWR or the State of California. Watermaster represents, warrants
and covenants as foilows:

1.

Power and Authority

That Watermaster is a court-appointed entity created through the
Judgement, duly organized and validly existing under the laws of the State
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of California; that 1t has all necessary power and authority to enter into
this Agreement and to perform its obligations hereunder on the terms set
forth in this Agreement, and that the execution and delivery hereof by
Watermaster and the performance by Watermaster of Watermaster’s
obligations hereunder will not violate or constitute an event of default
under the terms or provisions of any agreement, document or instrument to
which Watermaster is a party or by which Watermaster is bound.

Authorization; Valid Obligation

That all proceedings required to be taken by or on behalf of Watermaster
to authorize it to make, deliver and carry out the terms of this Agreement
have been duly and properly taken, and that this Agreement is a valid and
binding obligation of Watermaster enforceable in accordance with its
terms, except as the same may be affected by bankruptey, insolvency,
moratorium or similar laws or by legal orequitable principles relating fo
or limiting the rights of contracting parties generally. '

No Litigation

To the best of Watermaster’s knowledge, there is no htigation, proceeding
or investigation pending or threatened, to which Watermaster is or would
be a party, or which does or would bind or relate to the Chino Basin,
directly or indirectly, which, individually or in the aggregate, if adversely
determined, might materially and adversely affect the ability of
Watermaster to perform its obligations under this Agreement, or which
raises a question as to the validity of this Agreement, or any action to be
taken hereunder.

Compliance with Laws

In the performance of its obligations hereunder, Watermaster will comply
with all applicable laws, regulations and ordinances, including, without
limitation:

a. the Fair Employment and Housing Act (Government Code, Section
12900 et seq.), and the regulations promulgated thereunder
(California Code of Regulations, Title 2, Section 7285.0 et seq.);

b. Article 9.5, Chapter 1, Part 1, Division 3, Title 2 of the
Government Code (Government Code, Sections 11135-11139.5)
and the regulations or standards adopted by the DWR relating
thereto;
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c. the nondiscrimination program requirements of Government Code,
Section 12990, and Title 2, California Code of Regulations,
Section 8§103;

d. Section 3700 of the California Labor Code, requiring every
employer to be insured against liability for workers' compensation
or to undertake self insurance in accordance with the provisions of .
that code, and Watermaster affirmas that it will comply with such
provisions before commencing the construction of the Facilities
and will exercise best efforts to make the its contractors and
subcontractors aware of this provision;

€. the Drug-Free Workplace Act of 1990 (Government Code 8350 et
seq.) and have or will provide a drug-free workplace; and

f. the Americans with Disabilities Act of 1990 (42 U.S.C. 12101 et
seq.) which prohibits discrimination on the basis of disability, as
well as all applicable regulations and guidelines issued pursuant
thereto.

Watermaster will give written notice of 1ts obligations under this clause to
labor organizations with which it has a collective bargaining or other
agreement.

5. Compliance with DWR Funding Letter

During the performance of its obligations herein, Watermaster will comply
with the terms and provisions of the DWR Funding Letter (Exhibit A), as
applicable.

6. Capacity

Watermaster and its contractors, subcontractors and their respective agents
will at all times act in an independent capacity and not purport to act as, or
represent to others that they are, officers, employees, representatives or
agents of Metropolitan, DWR or the State of Califormia.

C. Of Metropolitan
Metropolitan represents, warrants and covenants as follows:
1. Power and Authority

That Metropolitan is a public agency and quasi-municipal corporation,
duly organized and validly existing under the laws of the State of
California; that it has all necessary power and authority to enter into this
Agreement and to perform its obligations hereunder on the terms set forth
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n this Agreement, and that the execution and delivery hereof by
Metropolitan and the performance by Metropolitan of Metropolitan’s
obligations hereunder will not violate or constitute an event of default
under the terms or provisions of any agreement, document or instrument to
which Metropolitan is a party or by which Metrepolitan is bound.

Authorization; Valid Obligation

That all proceedings required to be taken by or on behaif of Metropolitan
to authorize it to make, deliver and carry out the terms of this Agreement
have been duly and properly taken, and that this Agreement is a valid and
binding obligation of Metropolitan enforceable in accordance with its
terms, except as the same may be affected by bankrupicy, insolvency,
moratorium or similar laws or by legal or equitable principles relating to
or limiting the rights of contracting parties generally.

No Litigation

To the best of Metropoiitan’s knowledge, there 1s no litigation, proceeding
or investigation pending or threatened, to which Metropolitan is or would
be a party, directly or indirectly, which, mdividually or in the aggregate, if .
adversely determined, might materially and adversely affect the ability of
Metropolitan to perform its obligations under this Agreement, or which
raises a question as to the validity of this Agreement, or any action to be
taken hereunder. '

X, RECORD KEEPING, REPORTING, INSPECTION AND AUDIT

A, Record Keeping

1

[EUA shall maintain audit and accounting procedures and written
accounts with respect io the Program that are in accordance with generally
accepted accounting principies and practices, consistently applied. TEUA
shall keep complete and accurate records of all receipts, disbursements,
and interest eamed on expenditures of Program Funds.

[EUA and its respective contractors and subcontractors shail maintain
copies of all contracts, agreements, and other documents relating to the
Program for a minimum of three years following Program completion.

IEUA and TVMWD shall keep on file, for the useful life of the Facilities,
as-built plans and the specifications of the Facilities. Such documents
shall be made available for inspection by the State, Metropolitan, and
upon reasonabie notice.

26

EXHIBIT 11



4. IEUA shall require it contractors and subcontractors to maintain books,
records, and other documents pertinent to'their work in accordance with
generally accepted accounting principles and practices, consistently

applied.
Reporting
1. Construction Progress Reports

During construction of the Facilities, a monthly progress report shall
accompany each Invoice submitted by IEUA to Metropolitan (each a
“Progress Report”), certified by a designated official of such Party,

_ providing in reasonable detail, a description of (a) the work accompiished
during the invoice period and the percent complete on each Discrete
Program Element (b) and the amount of Program Construction Funds
expended on cach Discrete Program Element and Tasks, the purposes.of
those expenditures, the total amount expended and remaining of the *
budget for that Discrete Program Element. In the absence of a monthly
Invoice, IEUA shall deliver the Progress Report detailing progress and
expenditures for the month, and reporting on status of construction
activities within 30-days after the month.

2. O&M Reports

Commencing on the first day of the month which 1s ninety days following
the Completion Date, and unless otherwise determined by the Operating
Committee, on a semi-annual basis thereafter thronghout the term of this
Agreement, IEUA and TVMWD shall deliver to Metropolitan and the
Operating Committee a report (an “O&M Report”) summarnzing the
operational and maintenance activities conducted in connection with the
Program during the prior period.

Inspection

Metropolitan and the DWR may inspect the aforementioned books, records and
any other Program-related information at any time, upon reasonable advance
notice to IEUA or TVMWD, as applicable.

Audit Rights and Obligations

1. Pursuant to California Government Code Section 8546.7, JTEUA and its
contractors and subcontractors shall be subject to the examination and
audit by the State Auditor for a peniod of three years after Program
completion. IEUA agrees that, IEUA and its contractors and
subcontractors shall be subject to examination and audit by Metropolitan
and DWR for such period.
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2. Within thirty days after the Completion of a Program Facility, IEUA shall,
 atits expense, cause an audit of all Program Construction Costs and
expenses with respect to such Facility to be conducted by an independent
certified public accountant and deliver to Metropolitan a report prepared
by such accountant in connection therewith.

X1. INDEMNITY

A,

General Indemnity

Each Party hereto shall indemnify, defend and hold harmless the other Party and
its elected officials, officers and employees from and against any and ail lawsuits,
actions, causes of action, claims and damages and any and all court costs and
attomeys’ fees related thereto (“Claims”), in any way arising out of or connected
with the performance or nonperformance of the indemnifying Party’s duties or the
discharge of or failure to discharge that Party’s obligations hereunder to the
maximum extent permitted by law. -

IEUA Specific Indemnity

Without limiting the foregomg indemmnity, IEUA hereby agrees to indemmnify,
defend and hold harmless TVMWD, Metropolitan and Watermaster, their elected
officials, officers and emplovyees from and against any and all Claims, in any way
arising out of or connected with the Program, including any Claims by DWR or
any other branch, agency or departient of the State of California in connection
with the Program (except for a breach of the DWR Funding Letter attributable to
Metropolitan) or breach of its obligations hereunder, or otherwise to the extent of
such Party’s responsibility hereunder or to the extent that such Party caused or
exacerbated such or other Claim(s).

TVMWD Specific Indemnity

‘Without limiting the foregoing indemmity, TVMWD hereby agrees to indemnify,
defend and hoeld harmless IEUA, Metropolitan and Watermaster, their elected
officials, officers and employees from and against any and all Claims, in any way
arising out of or connected with the Program, including any Claims by DWR or
any other branch, agency or department of the State of California in connection
with the Program {except for a breach of the DWR Funding Letter attributable to
Metropolitan) or breach of its obligations hereunder, or otherwise to the extent of
such Party’s responsibility hereunder or to the extent that such Party cansed or
exacerbated such or other Claim(s). '

Watermaster Specific Indemnity

Without hmiting the indemmnity in glause(A} above, Watermaster hereby agrees to
indernnify, defend and hold harmless Metropolitan and IEUA and TVMWD, end
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thelr elected officials, officers and emplovees from and against any and all
Claims, in any way ansing out of or connected with the Program, including any

laims by DWR or anv other branch, agency or department of the State of
California in connection with the Program (except for a breach of the DWR
Funding Letter attributable to Metropolitan or IEUA's and TVMWD’s breach of
1ts obligations hereunder), or otherwise to the extent of Watermaster’s
responsibility hereunder or to the extent that it caused or exacerbated such
Claim(s).

Metropolitan Specific Indemnity

Without limiting the mdemnity in clause (A) above, Metropolitan hereby agrees
to indemmnify, defend and hold harmless IEUA and TVMWD and Watermaster,
their elected officials, officers and employees from and agamst any and all Claims
arising out of or connected with a failure under or breach of the DWR Funding
Letter by Metropolitan, or otherwise to the extent of Metropolitan’s responsibility
hereunder or to the extent that it caused or exacerbated such or other Claim(s).

XII. INSURANCE

A,

General Required Coverages

TEUA and TVMWD through agreement with their respective Operating Parties
shall procure, pay for and keep In full force and effect, at all times during the term
of this Agreement the following insurance (fo the extent not already maintained
by IEUA and TVMWD or their respective Operating Parties):

L. Commercial general liability insurance insuring IEUA and TVMWD
against liability for personal injury, bodily injury, death and damage to
property (including the Facilities) arising from [EUA’s and TVMWD's
performance under this Agreement. Said insurance shall include coverage
in an amount equal to at least Five Million Dollars (§5,000,000), and shall
contain “blanket contractual liability” and “broad form property damage”
endorsements insuring IEUA’s and TVIMWD s performance of its
obligations to indemmify Metropolitan as set forth herein {the “CGL
Insurance”); and

2. Pursuant to Section 3700 of the California Labor Code, workers’
compensation insurance with employer’s liability in the amounts required
by any applicable laws (the “Workers’ Compensation Insurance”).

3. [EUA and TVMWD will provide proof of automobile liability insurance
as required by the State of California Department of Motor Vehicles.
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Specific Policy Reqguirements

Each policy of insurance required to be carried pursuant to this Agreement:

(1) shall, except with respect to Worker’s Compensation Insurance, name
Metropolitan as an additional insured; (2) shall be in a form reasonably
satisfactory to Metropolitan; (3) shall be carried with companies reasonably
acceptable to Metropolitan, (4) shall provide that such policy shall not be subject
to cancellation, lapse or change except after at least thirty (30) days prior written
notice to Metropolitan, and (5) shall, except with respect to the Environmental
Liability Insurance required under clause (D)below, be on an “occurrence” basis
and not on a “claims-made” basis.

Deductibles/Self-Insurance.

The insurance required by this Section XII may contain deductibles or self-
insured retentions. [EUA and TVMWD through agreement with their respective
Operating Parties shall be solely responsible for any such deductibles and/or seif-
insured retentions applicable to the coverages specified in Section XI(A). ¥
Metropolitan, at its option, may require [EUA and TVMWD to secure a surety
bond or an irrevocable and unconditional letter of credit in order to ensure
payment of such deductibles or self-insured retention. Insurance policies that
contain deductibles or self-insured retentions in excess of $25,000 per occurrence
shall not be acceptable without the prior approval of Metropolitan.

1. Insurance Certificates.

Metropolitan reserves the right to require certified complete copies of any
insurance certificates required by this Agreement but the receipt of such
certificates shall not confer responsibility vpon Metropolitan as to
sufficiency of coverage.

2. Acceptability of Insurers

All insurance required by this Agreement shall be placed with insurers
admitted to transact business in the State of California for the applicable
class of insurance, as required by §700 of the California Insurance Code.
Each insurer shall have a current Best Insurance Guide rating of not less
than AVI], unless a lower rating is approved in writing by Metropolitan.
Similarly, each seif-insurer (inciuding, if applicable, IEUA, TVMWD
and/or its Operating Parties) shall have a seif-insured liability program that
is based upon excess liability policies rated at AVII or higher, unless
otherwise approved in writing by Metropolitan.
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D.

Environmental Liability Insurance

1.

IFIEUA, TVMWD and Metropolitan agree to procure environmental
liability insurance, IEUA and TVMWD shall obtain and Metropolitan
shall pay 50% of the cost of the policy of environmental hability insurance
that, at a minimum, shall cover: (1) the costs of on-site and off-site clean-
up of pollution conditions relating to or arising from the Program
(including natural resource damages, changes in water quality regulatory
requirements and/or changes in the quality of water in the basin below
original water quality readings); and (2) losses resulting from tort claims
for bodily injury and property damage resulting from pollution conditions
relating to or arising from the Program. Such insurance shall have limits
of liability and terms and conditions (including premiums) reasonably
approved by Metropotitan. Notwithstanding the foregoing, if
Metropolitan reasonably agrees that, despite IEUA’s and TVMWD’s good
faith and diligent efforts to obtain such environmental liability insurarice,
the coverage required herein is not available on commercially reasonable
terms, [EUA and TVMWD shall obtain the coverage that most closely
approximates the coverage required herein that is available on
commercially reasonable terms or consider other risk financing
alternatives. Metropolitan shall pay 50% of the cost of any such
alternative coverage or risk financing alternative selected by IEUA and
TVMWD, provided that the terms and conditions (including premiums)
have been reasonably approved by Metropoliitan.

For purpeses of this Section XII(B), the “costs” of environmental liability
insurance, alternative coverage or risk financing alternatives to be shared
by the parties as provided in the prior paragraph shall include (1)
insurance premiums and other up-front or periodic costs of coverage; (2)
deductibles payable in connection with claims; and (3) any out-of-pocket
costs {including court costs, attoreys’ fees and other litigation expenses)
incwrred in connection with enforcement or collection under the policy,
alternative coverage or other risk financing alternative.

XMI. DISPUTE RESOLUTION; DEFAULTS AND REMEDIES

A,

Dispute Resolution

If any dispute arises between or arong the Parties regarding interpretation or
implementation of this Agreement (or the Operating Committee is unable to reach
agreement on a matter being considered by 1t), the Parties will endeavor to resolve
the dispute by using the services of a mutually acceptable consultant. The fees
and expenses of the consultant shall be shared equally by the Parties. Except for
disputes relating to exercises of Metropolitan discretion pursuant to Sections
V(C); VI A); VIKC); VII(D); XT(A) and XII{B), if a consultant cannot be
agreed upon, or if the consultant’s recommencdations are not acceptable to all
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Parties (or, in the case of the Operating Commiittee, to the members thereof), and
unless the Parties (or members of the Operating Committee) otherwise agree, such
dispute shall be settled by arbitration in accordance with the Rules of the
American Arbitration Association in the County of Los Angeles, California. The
arbitration panel acting pursuant to said rules may order any legal or equitable
relief permitied by California law, including, without limitation, (1) declaratory
and injunctive relief, (2) SPECIFIC PERFORMANCE OF THE TERMS,
CONDITIONS AND OBLIGATIONS OF THIS AGREEMENT, (3)
meonetary liability, or (4) any other relief (including, without limitation,
rermination of this Agreement, as set forth in Section XIIHB) below) consistent
with the purposes of this Agreement and applicable to the matter. The arbitration -
pane! shall also be empowered to make final and binding determinations with
respect to matters before the Operating Committee, where the members of the
Committee were unable to reach agreement. Judgment upon the award rendered
by the arbiiration panel may be entered and enforced by any court having
jurisdiction thereof,

Defaults and Remedies

1. Should IEUA or TVMWD, each acting through agreement with its
respective Operating Parties, fail to fully perform in the extraction of
Program Water from the Metropolitan Water Storage Account in
accordance with Exhibit G in response to a call from Metropolitan that has
been approved by the Watermaster, and upon a determination by the -
Operating Committee that full performance could and should have
occuzred, then Metropolitan shall invoice to IEUA or to TVMWD, as
appropriate, water delivered equal to the quantity in acre-feet of non-
performance at two times the Tier 2 full service water rate (or its
equivalent, as determined by Metropelitan in its reasonable discretion)
currently then in effect (“Nonperformance Penalty™).

2. Should the Operating Committee in its review of incomplete performance,
as specified in paragraph B (1) above, determine that unanticipated
operational or water quality considerations preciuded full performance, the
Operating Committee shall not recommend to Metropolitan that the
Nonperformance Penalty be assessed. In such case, IEUA or TVMWD,
whichever is the responsible Member Agency, shall work with the
nonperforrming Operating Party to promptly set out a mutually agreeable
course of action and schedule to correct the deficiency and present such to
the Operating Committee for its concurrence. Future nonperformance
outside of the agreed-upon schedule {provided that the Operating
Commuttee has concwred with such schedule) would be subject to the
Nonperformance Penalty.
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C.

Termination

1. Notwithstanding anything to the contrary herein, upon a breach of any
provisicn of this Agreement by IEUA, TVMWD or Watermaster or any of
them, Metropolitan may terminate this Agreement as to the breaching
Party, by written notice to IEUA, TVMWD and Watermaster. Upon such
termination, the breaching Party shall be required to reimburse
Metropolitan for ail Program Funds advanced to such Party by
Metropolitan pursuant to this Agreement. Further, Metropolitan may
require the breaching Party to purchase in equal installments over a 5-year
period, at Metropolitan’s then applicable fuil-service rate (or its
equivalent, as determined by Metropolitan in its reasonable discretion), the
balance of any water then identified n the Metropolitan Water Account,
Upon full reimmbursement and payment of the amounts required pursuant to.
this Section XHI(C), this Agreement shall be fully terminated as to the
breaching Party.

2. Notwithstanding anything to the contrary herein, upon a breach of any
provision of this Agreement by Metropolitan, IEUA and TVMWD may
terminate its participation in this Agreement by written notice to
Metropolitan. Upen such termination, the terminating Party shall be
responsible to purchase in equal mstallments over a § year period, at
Metropolitan’s then applicable fuli-service rate (or its equivalent as
determined by Metropolitan in its reasonable discretion), the balance of
any water then identified in the Metropolitan Storage Account.

Remedies Are Cumnlative

The rights and remedies of the Parties are cumulative, and the exercise by any
Party of one or more of such rights or remedies shall not preclude the exercise by
it, at the same or different times, of any other rights or remedies for the same
breach or any other breach by the other Party.

X1V. FORCE MAJEURE EVENTS

A.

Excuse to Performance

In addition to specific provisions of the Agreement, lack of performance by any
Party shall not be deemed to be a breach of this Agreement, where delays or
defaults are due to acts of God, or the elements, accident, casuaity, labor
disturbances, unavailability or delays i delivery of any product, iabor, fuel,
service or materials, failure or breakdown of equipment, strikes, lockouts, or other
labor disturbances, acts of the public enemy, orders or inaction of any kind from
the government of the United States, the State of California, or any other
governmental, military or civil authority {other than Metropolitan, IEUA,
TVMWD or Watermaster), war, insurrections, riots, epidemics, landslides,
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lightning, droughts, floods, fires, earthquakes, arrests, civil disturbances,
explosions, freight embargoes, lack of transportation, breakage or accidents to
vehicles, or any other mmability of any Party, whether similar or dissimilar to those
enumerated or otherwise, which are not within the control of the Party claiming
such inability or disability, which such Party could not have avoided by
exercising due diligence and care and with respect to which such Party shall use
all reasonable efforts that are practically available to it in order to correct such
condition (such conditions being herein referred to as “Foree Majeure Events™).

i

Responding to Force Majeure Events

The Parties agree that in the event of a Force Majeure Event which substantiaily
interferes with the implementation of this Agreement, the Parties will use their
best efforts to negotiate an interim or permanent modification to this Agreement
which responds to the Force Majeure Event and maintains the principles pursuant
to which this Agreement was executed.

XV, MISCELLANEOUS

A,

Entire Agreement

This Agreement constitutes the entire agreement between the Parties pertaining to
the matters provided for herein and, except as herein provided, supersedes all
prior and/or contemporaneous agresments and understanding, whether written or
oral, between the Parties relating to the matters provided for herein.

Interpretation

The Parties have participated in the drafting of this Agreement and the Agreement
shall not be construed for or against any Party. The language in all parts of this
Agreement shall be in all cases construed simply according to its fair meaning and
not strictly for or against any of the Parties hereto and Section 1654 of the Civil
Code has no application to interpretation of this Agreement. In addition, this
Agreement shall be construed to the maximum extent possible in conformance
with Prop. 13, the DWR Funding Letter, the IRP, the Groundwater Storage
Principles, the RFP, and the Proposal. Notwithstanding anything to the contrary
herein, to the extent this Agreement conflicts with the RFP and/or Proposal, this
Agreement shall control.

Further Assurances

Each Party, upon the request of the other, agrees to perform such further acts and
to execute and deliver such other documents as are reasonably necessary 1o carry
out the provisions of this instrument.
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Counterparts

This Agreement, and any document or instrument entered into, given or made
pursuant to this Agreement cr authorized hereby, and any amendment or
supplement thereto may be executed in two or more counterparts, and by each
party on a separate counterpart, each of which, when executed and delivered, shall
be an original and all of which together shall constitute one instrument, with the
same force and effect as though all signatures appeared on a single document.
Any signature page of this Agreement or of such an amendment, supplement,
document or instrument may be detached from any counterpart without impairing
the legal effect of any signatures thereon, and may be attached to another
counterpart identical in form thereto but having attached to it one or more
additional signature pages. In proving this Agreement or any such amendment,
supplement, document or mstrument, it shall not be necessary to produce or
account for more than one counterpart thereof signed by the Party against whom
enforcement is sought.

Assignment

No Party shall transfer this Agreement, in whole or in part, or any of its interests
hereunder, to any other person or entity, without the prior writien consent of the
other Parties. Any attempt to transfer or assign this Agreement, or any privilege
hereunder, without such written consent shall be void and confer no right on any
person or entity that is not a Party to this Agreement. Nothing contained herein
shall prevent the Parties from subcontracting for the performance of obligations
hereunder, provided, however, no such subcontracting shall relieve the Parties
from the performance of their respective obligations hereunder.

VYenue

Any legal actions 1mitiated pursuant to this Agresment or otherwise with respect to
its subject matter must be instituted in the Superior Court of the County of Los
Angeles, State of California, or in the Federal District Court in the Central District
of California. :

Governing Law; Attorneys Fees and Costs

The laws of the State of California shall govern the interpretation and
enforcement of this Agreement. The non-prevailing party in any claim, suit or
other action, including use of the dispute resolution as provided for in Section
XII(A), brought by such party shali pay to the prevailing party the costs of such
prevailing party’s attorneys fees and expenses and all other costs and expenses
incurred by the prevailing party in defense of such action.
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Notice

Formal written notices, demands, correspondence and communications between
the Parties authorized by this Agreement shall be sufficiently given if personally

-served or dispatched by registered or certified mail, first-class, postage prepaid,
refurn receipt requested, to the Parties as follows:

To IEUA: Inland Empire Utilities Agency
(General Manager
P.C. Box 697
Rancho Cucamonga, CA 91726

To TVMWD: Three Valleys Municipal Water District
General Manager
1021 E. Miramar Avenue
Claremont, CA 91711

To Watermaster: Chino Basin Watermaster
Chief Execuftve Officer
8632 Archibald Avenue, Suite 109
Rancho Cucamonga, CA 91730

To Metropolitan: The Metropolitan Water District
of Southern California
Chief Executive Officer
700 No. Alameda Street
Los Angeles, California 90012

Such written notices, demands, correspondence and communications may be sent
in the same manner to such other persons and addresses as either Party may, from
time to time, reasonably designate by mail as provided in this Section. Notice
shall be deemed given when received by mail or when personally served.

Successors

This Agreement shall bind and inure to the benefit of the Parties, and their
respective successors and assigns.

Severability

Should any provisions of this Agreement prove to be invalid or iilegal, such
invalidity or illegality shall in no way affect, impair or invalidate any other
provisions hereof, and such remaining provisions shall remain in full force and
effect; provided, however, if the iliegality or invalidity of any provision
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undemmines the intent of the Parties, then the Parties shall atiempt in good faith to
amend the agreement in order to fulfill the intent of the Parties. If the Parties are
unable to so amend the Agreement, then the Agreement shall terminate and be of
no further force or effect.

Time is of the KEssence

Time is of the essence with respect to the performance of every provision of this
Agreement in which time of performance is a factor.

Amendment

This Agreement may be amended only in writing duly executed by the Parties
hereto. Notwithstanding the foregoing, individual items listed in Exhibit H are
subject to adjustment pursuant to the procedure set forth in Exhubit H.

[Remainder of Page Intentionally Blank ~ Signature Pages Follow]
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IN WITNESS WHEREOF, the Parties have cansed this Agreement to be

executed as of the date first set {orth above.

THE METROPOLITAN WATER DISTRICT

@N CALIFORN
By~ 7 ,m

Ronald R. Gas%
Chief Executive

Date: b-12-0%

INLAND EMPIRE UTILITIES AGENCY

By: M%@P&\

Richard Atwater!
eneral Manager

UNe /?,f 20073

G
Date:

THREE VALLEYS MUNICIPAL WATER

By: J . )' ‘5«—0

Richard W. Hansen
General Manager/Chief Engineer

Date: é/ Aq/&"ﬁ

CHINO BASIN WATERMASTER

Date:
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APPROVED AS TO FORM:
Jeffrey Kightlinger
General Counsel

U

ennion
Ass t General Counsel

Date: o] (/03
FA

APPR FORM;
By b
Steve Kennedy J
District Counsel

Date: b{dcz 3

s

By;
Michael Fife
General Counsel

Date: G ~ 3- 03

APPROVED AS TO FO /O%{‘
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THE METROPOLITAN WATER IMSTRICT

By: ( P
Ronald R. Gastelum ¢
Chief Executive Ofﬁce\‘)
Date: C—, / [ 4 / SR
! t
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EXHIBIT A

DWR FUNDING LETTER
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ST,CLTE OF CALIFORNIA -- THE RESOURCES AGENCY GRAY DAVIS, Governor

DEPARTMENT OF WATER RESOURCES
1416 NINTH STREET, P.O. BOX 842838

SACRAMENTO, CA 94236-0001

(g1 13-5781

OCT 13 2000

Mr. Phillip J. Pace, Chairman
Board of Directors
Metropelitan Water District of
Southern California
. Post Office Box 54183
L os Angeles, California €0054-0153

interim Water Supply Construction Grant Commitment Safe Drinking Water, Clean Water,
Waiershed Proiection and Flood Protection Act (Proposition 13, Chapter S Article 4)

Dear Mr. Face:

The Governor's Budget Act for 2000, Chapter 52, Statuies of 2000, appropriated
to the Depariment of Water Resources local assistance grant funds in the amount of
$161,544 000 by budget item 3860-01-68027, payable from the interim Reliable Water -
Supply and Water Quality Infrastructure and Management Subaccount. The
Metropolitan Water District's Scuthern California Water Supply Reliabllity Projects
Program has been selecied for funding from this appropriation. This letier agreement

. serves as our commitment of $45 miilion for these projects.

This letter sets forth the terms and conditions under which the transfer of funds
will be made from DWR to MWD, Before the funds can be transferred your agency
must complete the following:

. Submit to DWR a formally adopted resolution of your governing body, accepting
the grant, designating a representalive to sign this letter agreement, and
designating a project direclor to be your agency's representative for the
administration of the project and lialson with DWR for submission of required
documents.

. Sign anc date both originals of this agreement and return cne signed original to—:

Division of Planning and lLoca! Assistance
Depariment of Water Resources

Post Office Box 942836

Sacramente, California 94236-0001
Attention: Linda Buchanan Herzberg

. Provide to DWR a copy of all memoranda of undersianding or other cooperative

agreements between your agency and all other participating agencies for the
program.
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Mr. Phillip J. Pace, Chairman
DGT 13 7000
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. Provice to DWR an itemized budge! projection of project costs and an invoice, on
your letternead, stating the purpose of the funds as outiined 'n this ietter
other funding for the program in addition to the grant provi ded by this letter
agreement.

& Provide to DWR a detailed description of the proposed preojects, including a
narrative description that delails the purpose and defines the scope of each
project. Include with your description a detalied list of project components to be
funded by this grant and a time line for completion with majcr benchmarks noted.
in addition, attach a map indicating the locations of the projects,

By signature of ihis letter agreement the Metropohtan Water District of Southesn
California agrees to comply with the foliowing terms and cenditions for completlon of
your project:

1. Your agency agrees to faithfully and expeditiously perform or cause to be
performed ail project work, 1o apply State funds received only to eligible project
costs and o expeditiously commence and to continue efficient and economical
operstion of the projects in accordance with applicable law, You further agree to
provide for all repairs, renewals, and replacements necessary {o the efficient
operation of the projects; and to maintain them in as good and efficient condition
as upon their construction, ordinary and reascnabie wear and depreciation
excepted.

2, Your agency, its contractors, subcontraciors, and their respective agents and
employees required for performing any work in connection with the projects shall

act in an independent capacity and not as officers, empioyees or agents of the
State.

3. Your agency is soiely responsible for design, construction, operation and
maintenance of the prejects.

4, Your agency shall be responsible for obtaining any and all permits, licensas and
approvals required for the design, construction or operation of the projects. You
shall also be responsible for cbserving and complying with any applicable federal,
State and leca! laws, rules or reguiations affecting such work, speciﬂcaﬂy
including, but not iimited to, environmental, propurement and safely laws, rules,
regulations and ordinances. '
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Mr. Phillip J. Pace, Chairman

0CT 13 2000
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_CII

Your agency must comply with all applicable requirements of the California
Environmental Quality Act and the National Environmental Pelicy Act and
compiete appropriate environmental documentation including, but not fimited to,
any required environmental impact reports, environmental impact statements,
negative declarations, mitigation agreements and env:ronmenta! permits, prior to
beginning construction.

B. Your agency, its contractors and subcontraciors shall comply with the provisions
of the Fair Employment and Housing Act (Government Code, Section 12200 st
seq.), the reguiations promuigaied thereunder (California Code of Reguiations,
Title 2, Section 7285.0 et seq.), the provisions of Article 8.5, Chapter 1, Part 1,
Division 3, Title 2 of the Government Code (Government Code, Sections
11135-11138.5) and the regulations or standards adopted by the awarding Stéte
Agency to impiement such arlicle. Your agency, its contractors and
subcontractors shail give written notice of their obligations under this clause to
labor organizations with which they have a coliective bargaining or other
agreement. Your agency shall include the nondiscrimination and compliance
provisions of this clause in all contracts and subconiracts let forthe construction
of the project,

7. . Your agency agrees, unless exempted, to comply with the nondiscrimination
prcgram requirements of Government Code, Section 12890, and Title 2,
- California Code of Reguiations, Section 8103.

&. Your agency shall comply with the provisions of Section 3700 of the California
Labor Code, requiring every empioyer to be insured against liability for werkers’
compensation or to undertake self-insurance in accordance with the provisions of
that code, and you affirm that the agency will compty with such provisions before

- commencing the construction of the proiects and will make the agency’s
contractors and subcontractors aware of this provision.

g. Your agency, its contractors or subcontractors agree to comply with the
requirements of the Drug-Free Workplace Act of 1980 {Government Code 8350
et seq.) and have or will provide a drug-free workplace. :

10.  Your agency agrees (0 comply with the Americans with Diszbiiities Act of 1980,
(42 U.S.C. 12101 et seq.), which prohibits discrimination on the basis of
disability, as well as all zpplicable reguiations and guidelines issued pursuant to
the ADA.
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11.  Your agency shall be responsibie for work and for persons or enlities engaged in
work, including, but not limited to, subcontraciors, suppliers and providers of
services. You shall give persenal supervision {c any work required for the
projects or employ a competent representative with the authority to act for your
agency. Your agency shall give atlention to compietion of the projects, and shall
keep work unger controk

12.  Your agency shall be respensible for any and all disputes arising out of its
ceoniracts for work on the projects, including but not limited to bid disputes and
payment disputes with your contraciors and subconiractors. The Siate will not
mediate disputes between your agency and any other entity concerning
responsibility for performance of work. |

13.  All contracts iet for project construction shali be iet by competitive bid procedures
that assure award of the contract to the lowest responsible bidder, except as may
be otherwise authorized under your agency’s enabling authority.

14,  Procurement cf necessary supplies or equipment shall be undertaken in such a
manner as to encourage fair and compelitive treatment of potential suppliers.

15.  During project planning and construction, your agency shall provide semiannual
progress reports detailing the activities completed for the reporting pericd, the
amount of funds expended and the purpose of those expenditures. The first
report shall be due six montns from the date of vour agency’s signature on this
lefter agreement: Subsequent reports shall be due every six months thereafier.

16.  The Southern California Water Supply Reliability Projects Program shall be
compietea not later than March 8, 2008.

17.  Upon completion of each project your agency shall provide for a final inspection
and a written certification by a California Registered Civil Engineer that the
oroject has been completed in accordance with final pians and specifications and
any modifications thereto. Such certificalion shall be submilted to the State with
a copy of the final repert of project expenditures required in ltem 18 below, You
shall keep on file, for the useful life of the projects, As Built plans and
specifications for each project. Such documents shall be made available for
inspection by the State upon reasoneable notice.

18,  Upon program completion your agency shall furnish to the State, within 50 days,
a final stalement of incurred eligible costs. '
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18.

20.

21.

22.

23.

24.

25,

Within & period of 60 days from program completion, your agency shall remit to
the Stste any unexpended funds that were disbursed that were not needed 1o
pay eligible project costs.

Your agency shall account for the money disbursed separately frem &ll other
agency funds. You shall maintain audit and accounting procedures that are in
accordance with generally accepted accounting principles and practices’
censistently applied. You shall keep complete and accurate records of ail
receipts, disbursements, and interest earned on expenditures of such funds.
Your agency-shall require its contractors or subcontractors to maintain books,
records, and other documents periinent to their work in accordance with
generally accepted accounting principles and practices. Records are subject to
inspection by the State at any and all reasonable times, upon reasonabie notice

All money disbursed for your program shall be deposited, administered, and
accounted for pursuant io the provisions of law applicable to your agency.

During regular office hours, each of the parties to this letter agreement and their
duly authorized representatives shall have the right fo inspect and to make
copies of any books, records, or reports of either party pertaining to the projecis.
Each of the parties shail maintain and shall make available at all times for such
inspection accurate records of ail lis costz, disbursemenis, end receipis with
respect to these projects.

Pursuant to Government Code Section 8546.7, your agency and its
subcontraciors shall be subject to the examination and audit of the State for a
pericd of three years afler program completion. All of your records or those of
your subcontractors shall be preserved for this purpose for at least three years
after program compietion.

The State reserves the right to conduct an audit at any time between the )
execution of this letter agreement and the completion of the program, with the
costs of such audit borne by the State, Within 80 days of program compietion,
the State shall require your agency o cenduct, at your agency’s expense, a final
financial and compliance audit of revenue and expenditures. Such audit shall be
conducted and a report prepared by an independent Certified Pubiic Accountant
in compliance with generally accepted auditing standards and California
government auditing standards. Upon its completion, said report shall be
submitied to the State for review and acceptance,

The State shall withheld 10 percent of the total program funding until the audit
report, required in item 24 above, is received and accepted by the State.
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28.  The Stale shall have the right to inspect the work being performed &t any and all

reasonable times during proiect construction. This right shall extend to any
subcontracts, and your agency shall include provisions ensuring such access in
all its contracts or subcentracts entered into for completion.of the projects.

27.  Your agency shall not seli, abandon, lease, transfer, exchange, morigage,
hypothecate, or encumber in any manner whatsocever all or any portion of any
rea! or other property necessarily connected or used in conjunction with any of

the precjects, or with your agency's service of water, without prior approval of the
State.

28.  Your agency agrees to indemnify the State and ils officers, agents, and
employees against and 1o hold the same free and harmiess from any and all
claims, demands, damages, losses, costs, expenses, or liability due or incident

to, either in whole or in part, and whether directly or indirectly, arising out of the
prograrm.

Your expeditious handling of this letter agreement is apprecizied. f you have
any questiions, plezse contact Linda Buchanan Herzberg at (816) 327-1663.

Sincerely,

Approved as to Legal Form
and Suffc:iency

s [T M«/ /M %@“@75;%

h1ef Counsel Acting Chief
D@partment of Water Resources  Division of Plannmg and Local Assistance

Metropotitan Water Disirict of Southern Californig
By: . W Date: f(}//"/[%‘:’

Title: C»wwf w%w
" Enclosure

cc: (See attached list.) -
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Ms, Linda Adams

Chief Deputy Assembly Relations
Governor's Office, First Floor
Sacramento, California 85814

Honcrable Richard G, Polanco
Member of the Senate

State Capitol, Room 313
Sacramento, California 85814

Honorable Jim Costa

Member of the Sensate

State Capitol, Room 5100
Sacramento, California 95814

Honorable Robert M. Hertzberg
Speaker of the Assembly

State Capitel, Room 320
Sacramente, California 95814

Hconorable Thomas Calderone
Member of the Assembly
State Capitol, Room 2148
Sacramenteo, California 95814

~ Honorable Antonic Viliaraigosa
Member of the Assembly
State Capitol, Room 218
Sacramento, California 25814

Mr. Robert Harding

Senior Engineer

Water Resource Management

‘Metropclitan Water District of
Scuthern California

700 North Alameda Street

Los Angeles, California 80012

Mr. Ronald R. Gasteium

General Manager

Metropolitan Water District of
Southern California

Post Office Box 54153

Los Angeles, Califernia 80054-0153
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Exhibit B

REQUEST FOR PROPOSAL
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THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA

REQUEST FOR PROPOSALS FOR
PARTICIPATION IN GROUNDWATER
- STORAGE PROGRAMS USING

PROPOSITION 13 FUNDS

R¥P No. WRM-2
NOTICE:

Public Pre-Submittal Workshop
November 8, 2000 -
1:00 p.m. to0 3:00 p.m.
700 North Alameda Street
Room US1-102
Los Angeles, California 50012
All potential applicants are encouraged to attend

Proposals will be received until 2;00 p.m, on January 5, 2001,
at the Metropolitan Water District of Southern California,

700 North Alameda Street, Room 3-132
Los Angeles, California, 90012

LOS ANGELES, CALIFORNIA
November 1, 2000
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PARTICIPATION IN GROUNDWATER
STORAGE PROGRAMS USING
PROPOSITION 13 FUNDS

REQUEST FOR FROPOSALS

Background

Need for Groundwater Storage Programs
Process Overview

Who Can Submit?

Selection Process

Scoring Criteria

Schedule

Mmoo M w9 0w

Performance Targets and Adjustmenﬁs

it
!

Proposal Guidelines

Figure | Groundwater Storage Program Implementation Process
Table 1 Performance Provisions
Exhibit 1 Economic Analysis Worksheet

Appendix A Metropolitan’s Groundwater Storage Principles
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Water Resources Management Groundwater Storage

In March 2000, 65 percent of California voters approved Proposition 13 (Prop 13) autherizing
the state of California to sell $1.97 billion in general obligation bonds for water-related projects
throughout the state. The Governor’s Annual Budget Revision document in May 2000, included
$763.3 million in expenditures from Prop 13. In June 2000, the State Senate and Assembly
approved a budget bill for fiscal year 2000-01, which earmarked $69 million to fund water

supply reliability programs within Metropolitan’s service area, The Governor’s office -
designated Metropolitan as the recipient of those Prop 13 funds. Of that $69 million, $45 million
is specified to finance groundwater storage projects within the Metropolitan Water District of
Southern California’s (Metropoliian) service area.

This RFP is designed to promote an objective process for distributing this $45 miilion,
Metropolitan invites your agency to submit a proposal for the development of groundwater
storage projects that coniribute to the overall water supply for its six-county service area.
Selected projects will be eligible for financial assistance from funds received by Metropolitan
through the passage of Prop 13. Contained within is information requested for analyzing
proposals. All selected projects must conform to state of California and Metropolitan andit
requirements.

Questions

Questions regarding the Request for Proposals (RFP) may be presented at the pubiic
pre-submittal workshop on November 8, 2000. Written questions regarding this RFP alsc may
be submitted prior to the meeting. Responses to questions will be provided during or after the
workshop and posted on Metropoiitan’s web site, www mwd.dst ca us, under “Breaking News.”
Address written questions to: '

Robert Harding
Metropolitan Water District of Southern California
Post Office Box 54153
1.os Angeles, California 90054-0153
FAX (213)217-6119

Inquiries regarding the schedule, location or mailing address should be directed to Robert
Harding at bharding(@mwd. dst.ca.us or (213) 217-6582
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Public Pre-Submittal Workshop Notice

Purpose: Discuss the Prop 13 Groundwater Storage RFP and answer questions
Date: November 8, 2000
Time: . 1:00 p.m. -~ 3:00 pm.

Address: 700 North Alameda St., Rm. US1-102
: Los Angeles, California 90012

While attendance is not mandatory, all interested parties and prospective applicants are
encouraged to attend. Following the workshop, responses to questions, information updates and
clarifications will be posted on Metropolitan's web site, www.mwd dst.ca.us, under “Breaking
News.” '

Due Date

Proposals will be accepted at The Metropolitan Water District of Southern California, 700 North
Alameda St. - Room 3-132, Los Angeles, California, 90012 until 2:00 p.m. on January 5, 2001.
Six copies of each proposal must be submitted. Proposals received after the due date and time
will be retumed unopened.

A BACKGROUND

Metropoiitan is a California public agency. Metropolitan imports water from the Colorado

River and the State Water Project (SWP) to supply its 27 Member Agencies that serve 17 miliion
people living within a 5,200-square-mile service area. Existing Metropolitan facilities include
the 242-mile-long Colorado River Aqueduct with five pumping plants, a distribution system
featuring seven functional reservoirs, five water filtration plants, 43 pressure control structures,
16 power plants, and about 773 miles of pipelines. Metropolitan also participates in groundwater
storage projects outside of its service area and develops iocal water rescurces to maintain
regional supply reliability.

Metropolitan is one of 29 agencies that contracts with the California State Department of

Water Resources (DWR) for SWP supplies. 1t is anticipated that programs submitted under this
REFP would store water imported from the SWP and the Colorado River Aqueduct. Facilities
funded under this RFP will pump previously stored water for delivery to overlying demand in the
respective basin. There will be a corresponding reduction in surface deliveries to the agency.
This will increase the amount of water available within Metropolitan’s service area.

B. NEED FOR GROUNDWATER STORAGE

In January 1996, Metropolitan’s Board of Directors approved the Integrated Water Resources
Plan (IRP) that forms the framework for meeting demands within the service area out to the year
2020. Included within the IRP is a groundwater storage component of 450,000 acre-feet of total
storage and 150,000 acre-feet per year of yield. The IRP identifies groundwater storage as a
cost-effective wav to meet nroiected drv-vear demands. and Metronoiitan is committed to
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developing groundwater storage programs within its service area. In Jamaary 2000, to further
and expand the use of groundwater storage as part of a regional, integrated resource reliability
program, Metropolitan’s Board approved principles {Appendix A) to guide the development of
groundwater storage within the District’s service area. '

C. PROCESS OVERVIEW

Selected projects will be eligible to receive funding assistance only if an agreement for

a groundwater storage program with Metropolitan is executed. A review committee (Section E)
will evaluate project proposals. After the review committee’s recommended project list is
reported to Metropolitan’s Board for information, MWD staff will meet with each project
sponsor and respective member agency 1o negotiate agreement terms. Upon compietion and
approval of environmental documentation by the project sponsor’s governing body, per the
‘California Environmental Quality Act (CEQA), each project and the terms of the agreement will
be forwarded to Metropalitan’s Board for consideration. If approved by Metropoiitan’s Board,
the agreement would be finalized and executed. Metropolitan will execute the agreement only
after all other parties have signed. Program funds will be disbursed to the projectson a
reimbursable basis, MWD retains the right to reject any and all propesals and revise the terms of
this RFP.

D. WHO CAN SUBMIT?

The RFP is open to agencies that responded to Metrepolitan's September 20, 2000 letter
requesting a preliminary list of groundwater storage projects. Applications for Prop 13 funds for
groundwater storage consideration must be made through the project sponsor’s respective
Metropoiitan Member Agency.

E. SELECTION PROCESS

The review committee is expected to be comprised of five people, including three water resource
professionals (consultants) selected by Metropolitan staff, and two members of Metropolitan’s
staff. The commitiee will provide an objective evaluation of project proposais and will identify
the mix of project proposals that best meets the region’s needs, consistent with Metropolitan’s
Board-adopted principles (Appendix A).

F. SCORING CRITERIA

Please refer to the Format/Content Requirements for a detailed description of the required
proposal information.

The review committee will use the scoring criteria provided below to rank project proposals.
The scoring categories are based on Metropolitan’s Board-adopted principles for groundwater
storage programs. In addition, based on regional water supply practices, the review commitiee
will identify and weigh each proposal’s significant strengths, weaknesses and misceilanecus
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issues. Recommendations will reflect the coliective findings of the committee. Interviews of
project sponsors may be requested by the review committee, Projects that score zero in any of
the categories listed below will be disqualified

1. Regional Benefit ' (0-20 points)
2.+ Partnership (Local Support) ‘ (0-15 points)
3. Address Local Needs {0-15 points)
4. Water Quality or Supply Impacts (0-15 points)
5. Protect Metropolitan’s Financial Integrity {0-15 points)
6.  Meets Overlying Demand (O- 5 points)
7. Shared Risk (0-15 points)
Maximum Score: 100 points

G.  SCHEDULE

Information on the recommended list of projects for inclusion in the Groundwater Storage
Programs 1s expected to be reported 1o Metropolitan’s Board in March 2001. Thereafier,
Metropoiitan staff will finalize agreement terms. Upon compietion and approval of
environmental documentaticn by the project sponsor’s governing body, each project will be
presented 1o Metropolitan’s Board for consideration. The schedule is included as Figure 1. If
approved by Metropolitan’s Board, agencies will have until July 1, 2001 1o finalize agreements.
If an agreement is not finalized, another project may be selected for funding.

H. PERFORMANCE TARGETS AND ADJUSTMENTS

All groundwater storage agreements will include performance targets. Targets allow
Metropolitan to adjust or withdraw financial commitments to projects that fail to meet proposed
development and production commitments. Failure to meet performance provisions will result in
Metropolitan adjusting its financial commitment 1o the project. The schedule for performance
targets is included as Table 1,

L PROPOSAL GUIDELINES

To ensure these projects are developed within Metropolitan’s service area, a Metropolitan
Member Agency must sponsor project proposals. Projects selected through this process will be
subject to all state of California and Metropolitan audit guidelines. The proposal shall include a
signed statement from the sponsoring MWD Member Agency’s water manager to Metropolitan’s
General Manager supporting the project and requesting Prop 13 funding. Propesals shall include
a transmitial letter signed by the project sponsor’s manager. The letter must include the
following language:

“Tam informed and believe and do certify under penalty of perjury that the information
contained in this propasal 1s true and that the supporting data is accurate and complete.”

The following format and content requirements shall be adhered to for project proposals 1o be
considered responsive. Applicants should use the numbering and lettering system outlined in
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these guidelines. Concise, informative proposals within the page limitations are encouraged.
Ambiguous proposals will result in lower scores.

Limitations for each section of the proposal follow and must not be exceeded. The proposal
must be on 8 1/2 x 11-inch paper, with black and white text (with font nc smaller than 12-point,
and table/graphics with text no smaller than 10 point). The proposals must be stapled on the left
side or upper left hand cormer; no other type of binding will be accepted. Proposals that are not
in conformance with the following format/content requirements will be considered
non-responsive and shall be rejected.

FORMAT/CONTENT REQ UIREMENTS

For the purposes of these proposals, “project sponsor” shall mean the agency that is contractually
responsibie for project implementation. '

1. Minimum Requirements {4 pages maximum)

Explain how the project complies with each of the following minimum requirements for
Groundwater Storage Program participation.

1A, The project must meet Metropelitan’s Board-approved pnnclp es described in
No. 3 below. .

1B.  The project must include construction of substantive new facilities. New facilities
are those that increase the ability of the entity to pump, store, treat or transport
water to be conjunctively used to increase dry-year yield for Metropolitan’s
service area.

1C.  The project must comply with the Metropolitan Water District Act and all
other applicable laws, specifically any required state and Metropolitan audit
requirements.

1D.  Proposals shall include the anticipated date of environmental certification.
The project shail comply with the provisions of the California Environmental
Quality Act (CEQA) before Metropolitan’s Board considers its approval,
Metropolitan anticipates functioning as a Responsible Agency. Metropolitan
may reject participation in a project solely on failure to comply with CEQA.

1E.  The project shall not be existing or under construction prior to agreement
execution. Projects that have entered Design-Build contracts are considered
under construction.

2. Project Description (8 pages maximum plus maps and/or figures)

Provide a thorough description of the project including:
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2A

2B.

2C.

2D.

2F.

Project title and lead sponsoring agency, and information related to the
management of the basin, including AB 3030 plans, management entities, or the
adjudication.

Project participants/cooperating agencies;

Project schedule including design, environmental documentation, construction,
operation, production and major milestones;

Project cost factors including grants, capital, O&M and financing. Use the
Economic Analysis Worksheet attached as Exhibit 1 to show the estimated

cost in dollars per acre-foot. Exhibit 1 is enclosed on a computer disk as an Excel
worksheet,

Provide proiect map(s) showing location of proposed project, primary facilities
and proposed user sites including interties and points of connection,

e

Describe existing water supply/distribution facilities and user sites related to

the project service area, and discuss existing water quality issues within the basin.

Detziled Information for Sconng (4 pages maximum per sconng item)

3A.

Regional Benefit (scoring range 0-20 points)

Describe the regional benefit of the facilities constructed.

3B.

3A(1) Describe how the project will produce a dry-year yield for regional
benefit.

3A(it) Describe the seasonal nature, if any, of project production.

3A(iii) Describe the institutional arrangements for curtailing imported firm
water deliveries during a three-year shortage.

3A(iv) Discuss the project’s and groundwater basin’s ability to sustain
production during a three-year shortage.

3A(v) Explain how the change in basin operations will be incorporated into
the basin management plan or adjudication.

Project Partnership (scoring range 0-15 points)

3B(1) Describe the level of local and regiconal support for the program and how
the entities involved or potentially affected are supporting the project.

3B(i)  Provide status of CEQA documentation and schedule.
3B(ii1) Discuss uncertainties, if any, in project planning.

3B(v) Describe the governing body endorsements needed for approval of the
project.
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3B(viii) Describe any positive or negative community reaction to the proposed
project.

3B(ix) Describe any Metropolitan actions required by the project in addition to
the requested financial assistance.

3B(x) Provide the status of any feasibility or engineering studies needed for the
project.
3C, Local Needs Addressed_(scoring range 0-15 points)

3C(1)  Show how the project will address the needs of the local proponents.
3C(11) Show how the project will protect the interests of local entities that are
not participating in the program.

' 3D. Water Supply or Water Quality Impacts (scoring range 0-15 points)

3D()  Describe how the proposed project would impact water supply or water
quaiity with in the basin, ¢

3DGi)  Describe how any negative impacts would be mitigated. Unmitigated
impacts will result 1n a score of zero (0) in this section 3D,

3D(ii) Describe anticipated regulatory requirements for the project.

3D({iv) Address status and schedule for acqumng regulatory approvals and
permits.

3E.  Address Potential Impacts to Metropolitan’s Financial Integrity (scoring
range 0-15 points)

3E()  Address whether the project would affect purchase of imported surface
water supplies from Metropolitan.

3E@)  Describe how any negative impacts would be mitigated. Unmitigated
impacts will result in a score of zero (0) In this section 3E.

3E(ii) Discuss status and strategy for project financing.

3E(iv) Show the cost per acre-foot of dry-year yield as determined by the
methodology shown in Exhibit 1.

3F. Describe How Project will meet overlying demand (scoring range 0-5 points)

3F(1) Show how the total amount of program storage can be stored within a four-vear
peried.

3F(ii) Show how the program meets the IRP goal of a 3:1 ratio of total storage
capacity to annual yield.

3G.  Describe how participating entities will share the project risk (scoring range
0-15 points)
3G(1) Describe the project risks.
3G(ii) Describe how these will be managed.
3G(i) Describe anv indemnification necessary to implement the proiect.
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Figure 1

Groundwater Storage Program
Impiementation Process

Initial Timeline

January 2000
October 2000
November 1, 2000
November 8, 2000
January 5, 2001
January 2001
January 2001 |
February 2001
March 2001

By Julyl, 2001

September 2002

And Schedule

Adopted Principles for Groundwater Storage
Board Resolution fof Proposi_‘cion 13 Funds
Issue Request for Proposals

Pre-submittal Meeting

Proposals Received

Review Proposals

Interviews (If necessary)

Select Projects

information Letter to Metropolitan Board
Finalize Agreements

Metropolitan Board Approval
Execute Agreements
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Date
January 5, 2001
July 1, 2001

September 1, 2002

September 2003

Table 1

Performance Targets

Target
Receive Proposals
Finalize Agreements

Completion and certification
of all environmental documents
necessary to comply with CEQA.

Construction Initiated

Conseguence if
Target Not Achieved

Proposal will be rejected

Proposal will be rejected

Proposal will be rejected

Agreements Terminated

EXHIBIT 11



EXHIBIT 1 - ECONOMIC ANALYSIS WORKSHEET
(See Excel Spreadsheet: RFP Cost Template.xls)
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Exhibit C

THE PROPOSAL
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9400 Cherry Ave., Bldg,. A « Fontana, C4A 82335

l N i a d E m ire F.O. Box 867 » Rancho Cucamenga, CA 91729
N p TEL (909) 357-0241 o FAX {909 357-3884
WWW.ieua.org

UT!L] T}ES A GENC Y ’ ) A Municjpal Water District

Ricﬁa rd W. Atwater
chief Executive Officer
General Manager

January 18, 2001

Bozrd of Directors

o L. Anderson Mr. Ronaid R. Gastelum, Qenera% Manager
Eresident The Metropolitan Water District of Southern California
700 N. Alameda Street
Los Angeles, California 90012
Terry Catiin
vice President Subject: Proposal for Groundwater Storage Programs Using Propesition 13 Funds
(MWD) (RFP No, WRM-2)

Anne W. Dunihue  Ranr My, Gastelum:
Secretary/Treasurer . )
On bpehalf of the Chinc Basin Watermaster (and the stakeholders to the Chino Basin
Wyatt L. Troxel Optimum Basin Management Program (OBMP)}, and in cooperation with Westemn
Diractor Municipal Water District and Thres Valleys Municipal Water District, inland Empire
Utilities Agency is pieased to submit this proposal for participation in MWD's
Groundwater Storage Programs (utilizing Prop.13 funds). This proposal is consistent
+roOpman wgh t)he OBMP “Peace Agreement” and the Programmatic EIR {certified by IEUA in July,
L. .Ctor 2000). ¥

The key benefits of the approach presented in this proposal are summarized below:
¢ Provides a potential dry year yieid of more than 149,000 acre-feet per year:(AFY).

é Reduces summertime peaking on MWD's Rialto Pipeline, which allows additional low
TDS SWP supplies tc be blended at the Weymouth and Diemer filtration plants.

& Delivers SWP supplies to Chine Basin area via East Branch/Rialio Pipeline to meet
SARWQCE Basin Plan salinity objectives.

& Improves the water quality of the Chino Basin through well-head treatment faclilities.

é Minimizes (or eliminates) MWD surface water deliveries during future
drought/emergencies, the goal is to have sufficient local production to meet peak
summer retail water demands.

.6 Allows MWD to export stored water intc Upper Feeder {or Rialte Pipeiine) for delivery
to other member agencies.

& Provides peaking benefts, which allow MWD both short-term and long-term
operation flexibility, including the ability o load shed SWP pumping during pericds
when energy is limited.

50 Years of Excellence in VWater Resources Management
1950 - 2000 EXHIBIT 11



Mr. Ronald R. Gastelum, Generai Manager

The Metropolitan Water District of Southemn California
January 18, 2001

Page Two

& Provides significant regional economic benefits 1o the entire Metropolitan service
area/avoids $250C million MWD capital expenditures and aliows potential salinity
benefits/energy savings of over 37 millien per year.

IEUA's current MWD purchases {fiscal year 2000-2001) exceed 80,000 AF. The
adopted |IEUA Urban Water Management Plan {December, 2000) forecasts MWD
deliveries to the IEUA service area will increase to over 100,000 AFY by 2020
Tnerefore, the proposed Chine Basin Groundwater Conjunctive Use Program woulid
enhance Metropolitan’s “Financial integrity.”

Lastly, a conjunctive use storage program with the Chino Basin has muliiple benefits to
MWD, Attached is 2 table which illustrates the type of benefits for the current MWD
groundwater storage projects. We believe these muitipie water supply/water guality
benefits make Chino Basin siorage unique in meesting the regicnal needs ideniified in
MWD's adopted Integrated Water Resources Plan.

As requested on Page 6 of Metropolitan’s Request for Proposal {(RFP), 1 am infoermed
and believe and do certify under penalty of perjury that the information contained in this
propeosal is true and that the supporting data is accurate and complete.

On behalf of IEUA, the Watermaster, and the Chino Basin stakehoiders, 1 wish to
express our excitement about the opportunity to work with Metropolitan.: We Jook™
forward to your review of the proposal and would be pleased to meset to discuss the
individual projects descriped in the Chino Basin proposai.

Sincerely,

INLAND EMPIRE UTILITIES AGENCY

Richard W. Atwater
Chief Executive Officer
General Manager

Enclosure
foloy Traci Stewart, Chief of Watermaster Services, CBWM

Rick Hansen, Three Valeys MWD
Don Harriger, Western MWD

9400 Cherry Ave., Bldg. A, Fontana, CA §2335 a PO. Box 887, Rancho Cucarmonga, CA 81729
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MWD GROUNDWATER STORAGE PROGRAM BENEFITS
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— W
PROPOSAL TO

- METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA

FOR
PARTICIPATION IN GROUNDW ATER
STORAGE PROGRAMS USING
PROPOSITION 13 FUNDING

PREPARED BY

INLAND EMPIRE UTILITY AGENCY

ON BEHALF OF THE

CHINO BASIN WATERMASTER

January 19, 2001
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‘Eg SECTION' 1 MINIMUM REQUIREMENTS
; METROPOLITAN WATER DISTRICT OF SDUTHERN CALIFORKIA

This section of our proposal presents Inland Empire Utility Agency’s (IEUA’s) program
concept for requested Preposition 13 project funding and addresses the five issues (1A
through 1E} identified in Memopolitan’s Request for Proposal (RFP).

IEUA - in cooperation with the Chino Basin Watermaster and the stakeholders in the Chino
Basin Cptimum Basin Management Plan (OBMP) - preoposes a program concepr for project
selection and implementation. This proposal describes 38 projects, each of which will meet
one or more of Metropolitan's project principles. {See Table 1-1.) The projects are divided
into three categories, summarized in Table 1-2 and depicted geographically on Figure 1-1.

From this menu of projects, we will work with Metropolitan to achieve the optimum
combination of “firming projects” to provide dry year supplies when not available from
Metropolitan and to increase Metropolitan’s operational flexibilicy. We will give :
Metropotitan a performance contract, guaranteeing a specified amount of water “on
demand.” These projects will set the framework for ultimate conjunctive use throughour the
Basin with the eventual development of supplies that could be exported to other parts of
Merropolitan’s service area. '

1A, COMPLIANCE WITH METROPOLITAN'S PRINCIPLES

Mewropolitan’s Board of Directors has approved seven principles with which candidace
projects must comply. As shown in Table 1-1, the projects we propose match well with the
Board-approved principles.

TABLE |-}
Summary of Compliance with Metropelitan’s Principles

PRINCIPLE PROJECT BENEFITS

Regional Benefits 37 of the projecs will produce g dry-year yield, achieving more than
142,000 AFY at full implementation.

Project Partnerships The proposed projects represent the consensus of the OBMP
stakeholders.

Local Needs Collectively, the projects will provide sezsonal peaking benefis, dry-year
yield, and improved water quality and wiil help balance recharge of the
Basin,

Water Supply/Water Qualicy 36 of the projects will produce improved water guality within the Basin,
and 37 of the projects will provide opportunities for Metrepolitan to
enhance biending of State Water Proiect and Colorade River water.

Metropotlian's Financial Project implementazion will not decrease Metropolitan sales to [EUA

integricy Sales will actually increase by more than 25,000 AFY In future normal and
WEL YEars, t

Overlying Demand The regional conjunctive use program will affectively meet overlying

demands via in-lieu deiiveries. The complete program can actually exceed
iRP goals of 2 3:1 ratio.

Risk Management By providing diversification and allowing Metropolitan to aveid the risk of
stored water losses, our proposed program is virtually “risk-free.”

Groundwateﬂr Storoge Frogronms

INLAND EMPIRE UTILITY AGENCY . i1
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SECTION 1

MINIMUM REQUIREMENTS

W

METROPCLITAN WATER DISTRICT OF SBUTHERN CALIFORNIA

TABLE 1-2
Summary of Projects
ITEM CATEGCRY | CATEGORY 2 CATEGORY 3 TOTAL
Ne. of Projects 13 18 7
Project Type Wellhead rreatment | Assorted production | New wells
with [X facilities
Cn-line Date’ March 2002- March 2002- March 2002-
Range November 2003 june 2003 June 2003
[ Range of Ury Year Yield 1 450 AFY o 1,600 AFY to 2,900 AFY to
| increase Per Project (AFY) i344] AFY i 1,000 AFY 5,000 AFY ¢
Tota! Dry Year Yield
!ncmse"’g AFY 73,491 52,925 22,500
Water Quality - 13 6 -
improvement Projects :
Metropolitan's Benefits
Blending $38,160,000 $28,170,000 $12,670,000 $75,000,000 - I
Deferral of R.F. $100,000,000 $100,000,000 $100,000,000 | $100,000,000 ]
Expansion f
Peaking Capacity 36,614,000 $4,763,000 $2,061,000 $13,438,000 ]
Estimated Cost $48,744,000 $23,839,000 $7,500,000 $80,083,000 /&
| Grant Request (50%) l 524,372,000 $11,920,000 $7.500,000 | $40,042.000 .|
MWD Unit Cost of Water? $159 5110 $194 -
MWD Benefit ($/AF)? 5(,163 $1.222 $1,459 ~

| Reflects schedule if Metropolitan can fund prior to August 2001,

2 Calculated using Metropolitan’s preferred methodology. More details are provided in Section 3E.

3 lncludes value of water at $435/AF.

Groundwogter

Storoge FPrograms

INLAND EMPIRE UTILITY AGENCY
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Legend

Proposed Projects by Catagory
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iﬁ SECTION 1 MINIMUM REQUIREMENTS
WETROFCLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
1B. CONSTRUCTION OF SUBSTANTIVE NEW FACILITIES

All of the propesed projects include construction of substantive new facilities thart will
provide lecal redundancy to Merropolitan's supplies during times of drought or emergency
and will allow Metropolitan increased flexihility to meet the needs of other parts of its service
arez. All projects will be configured so that new capacity can be used in lieu of taking water
from the Rizlto Pipeline. The proiects will also provide peaking benefits and possible deferral
of major new delivery facilidies, such as double-barreling of the Rialto Pipeline. In addition,
the projects provide a quantifiable benefit to Metropolitan in terms of enhanced blending
capability at the Weymouth and Diemer Water Treatment Plants.

1C. METROPOLITAN REQUIREMENTS

All of the proposed projects will comply with the Metropolitan Water District Act and all
other applicable laws, specifically any required state financial accounting standards and
Mertropolitan audit requiremens.

1D. ENVIRONMENTAL CERTIFICATION

Tables 2-1, 2-2, and 2-3 in Section 2 include environmental certification information. All

38 proposed proiects fall under the Program Environmental Impact Report (EIR) prepared for
the OBMP. As specific projects move forward, additional review will be required. Itis
anticipated that most of the projects will qualify for 2 negarive Declaration or a Categorical
Exemption. All projects are expected to meet California Envirenmental Quality Act
(CEQA) requirements.

IE. AGREEMENT EXECUTION

We understand that projects shall not be existing or under construction prior to agreement
execution. We also understand that Merropolitan considers that projects that have entered
Design-Build contracts are considered under construction.

Groundweter Storgge Progroms

INLAND EMPIRE UTILITY AGENCY T4
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EE SECTION 2 PROJECT DESCRIPTIONS
METROPGLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

This section of our proposal presents more detailed information on the 38 projects introduced
in Section 1. For each project, we address the reguirements listed on Page 8 of
Metropolitan's RFP. Following introductory text, we present detailed tables for the

Category 1, Category 2, and Category 3 Projects {Tables 2-1, 2-1, and 2-3, respecrively).
These categories represent 2 menu of options by project type and do not represent priority.

We also present an overview map showing how the projects are configured with respect to
Metropolitan’s Rialto Pipeline. Foliowing the overview map, we present 11 project location
maps tied to participating agencies: City of Chino, City of Chino Hills, Cucamonga County
Water District, Fontana Water Company, JEUA, Jurupa Community Services District,
Monte Vista Water District, City of Ontario, City of Pomona, San Antonio Water Company,
and the City of Upland. '

2A MANAGEMENT INFORMATION

IEUA is the sponsoring agency in conjunction with the Watermaster stakeholders. Because
the proposed projects comply with the OBMP, they will meet AR 3030 and other
requirements for groundwater management plans.

2B PROJECT PARTICIPANTS/PARTICIPATING AGENCIES
The 11 participating agencies are identified in the second paragraph above.

2C  PROJECT SCHEDULE

As shown in Table 2-1, 2-2, and 2-3, the on-line date for the 38 projects ranges from
November 2001 to November 2003. This assumes funding available in August of this year. If
funding could be made available sooner, the on-line dates would range from August 2001

~ through July 2003 (see Table 1-2). :

2D COSTFACTORS

The three tables also present cost information. This information, discussed in more dertail in
Sections 3E(iii) and 3E(iv}, was developed using Megopolitan’s Economic Analysis _
Worksheet. Costs assume a 50 percent capital contibution from Metropotitan. Operation
costs were averaged for the range of projects based on “rypicai” costs for treatment, pumping,
and replenishment. Treatment costs {for Category | projects only) were assumed at $85/AF.
Well pumping (all categories) was assumed at $60/AF. Replenishment (all categories) was
assumed at $90/AF. Replenishment costs assume Merropolitan would be responsible for the
replenishrnent obligation and that $90/AF reflects the cost of pumping SWP water through

___Groundwute r S_tarag.e _Pro_gram_s.
INLAND EMPIRE UTILITY AGENCY 2.

EXHIBIT 11



Eg SECTION 2 PROJECT DESCRIPTIONS
METROPOLITAN WATER DISTRICT OF SCUTHERN (ALIFORNIA

the East Branch. All other costs associated with the projects were assumed to be borme by
the local agencies.

2E MAPS

As stated above, project maps are provided at the end of this section showing locations of
proposed projects, primary facilities and proposed user sites, and other requested informatiorn.

2F WATER SUPPLY/DISTRIBUTION AND WATER QUALITY ISSUES

[EUA's strategic location relative to Metropolitan’s service ares enables the Program Concent
presented in this proposal to offer you unusual flexibility and exciting conjuncrive use
opportunities.

The Chino Basin is one of the largest groundwater basins in Southern California with abour

5 million acre-feet (MAF) of water in the Basin and an unused storage capacity of abous

1 MAF. Through the cooperative program envisioned by IEUA, the Watermaster, and the
OBMP stakeholders, these twin resources - groundwater and unused storage capacity - can be
put to beneficial use.

Figure 2-1 on the following page shows the mix of resources needed to meet the 2020
demand with and without the projects idencified in this proposal. The figure also shows the
current resources mix to meet existing demand, based on [EUA’s Urban Water Management
Plan 2000 (adopted December 7, 2000). Figure 2-1 also shows additional warter that could be
available within the Upper and Lower Feeder service area during dry years. By 2020, up toan
additicnal 100,000 acre-feet of water could be available for potential export to Memopolitan.
During wet years, the projects would be urtilized and the Basin would take additional
deliveries of water 1o offset any excess pumping that occurred during dry periods.

An additonal benefit ro Metropolitan — as Californiz grapples with a serious energy crises —
would be the ability to shed electrical load by reducing State Water Project pumping during
critical pericds when energy supplies are limired.

troundwaoter Storoge Progroms
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SECTICN 2 PROJECT DESCRIPTIONS

TABLE 2-1
Summary of Category i Projects

METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNEA

‘Dry Year e
"’"""‘ "" "‘e“““' ""‘”“" Agmc;rf Yield Sdleﬂule Milestones

! Nltrate Removal Water k 3,44! Demgn (mc) 3 Granc {50%) $2,156,500
Treatment Plant CEQA Ongoing/Capital $4,313,000

City of Chino Construction {me.) 180&M ($/AF)?
(preservation of existing well Online Date' 05/03i{Financing’
capacity) .

2 Reservoir 2A Wellhead 8300 |Design {mo.) F{Grant {50%) $3,561,000
Treatment Facility CEQA ND-{* Capital $7,122,000
Cucamonga County Water Construction (mo.) 12/O&M (B/AF)?

Districr |Online Date! 05/03|Firancing’

3 Reservoir 3 Wellhead 9,700  |Design {mo.) %:Grant (50%) $3,357 000
|Treatment Facility CEQA ND-|*Capital $6,794,000
iCucamonga Courty Water Construction (mo.) [2I0&M (3/AF)?

\District Online Date' 05/03|Financing’

4 Reservoir 3JA Wellhead 3,500  [Design {mo.) 6|Grane {50%) $925,000
Treatment Facility CEQA ND- 14 Capitai %1,850,000
Cucamonga County Water Construction {me.) 10/O&M (S/AF)?

District {Oniine Date' {2/02 | Financing’

5 Wellhead fon-Exchange 3,700 iDesign (mo) 4| Grant (50%) $2.000,000
Treatment #1 CEQA ND- 14 Capial 34,000,000
Fontana Water Company Consuruction {me.) BiO&M (3/AF)?

Online Date' 08/02|Financing’

b Wellhead lon-Exchange 6,000  |Design (mo.) 4{Grant (50%) $3,200,000
Treatment #2 CEQA ND-1* Capital $6,400,000
Fontana Water Company ICenstruction {mo.) 81O&M ($/IAF)?

|Online Date' 08/02{Financing’

7 Wellnead lon-Exchange 4000 |Design (mo.) 4Grant (50%) 52,500,000
Treatment |CEQA (me.) 3iCapital $5,000,000
lurupa Community Service lCoasr.ructacn (me.) 12]0&M ($/AF)?

District 10n ine Date' 08/02|Financing®

8 Welihead lon-Exchange far | 4,700  [Design (mo.) 6 Grant (50%) §1,075,000
2 Wells at Plant 4 CEQA (mo) 7|Capital $2,150,000
Monte Vism Water District Construction {mo.) 9IO&M (F/AF)

. {Oniine Date! | 1/02|Financing®

9 Wellhead lon-Exchange [,450  |Design {me.) 3|Grant (50%) $437,500
Treatment at Well 2 !CEQA {ma.) 71 Capiral $875,000
Monte Vista Warter District |Construction (mo.) 610&M (§/AF) |
, Cnline Date' 05/02 [Financing® I

£1] Wellhead lon-Exchange & 5,000 ]Design {mao.) 12|1Grant (50%) $1,750,000
Transmnission Line 1CEQA ND-|*Capital $3,500,000
City of Ontario |Construction {mo.) I5IO&M ($/AF)? |

{Online Date! | 1/¢3|Financing® l
Groundwoter Storaogge Programs
INLAND EMPIRE UTILITY AGENCY 14
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SECTION 2° PROJECY DESCRIPTIONS

Ai ange %,OO

Design (meo.

HETROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

\ (50%) $850,000

Expansion & Upgrade lceqa NR¥| Capital $1,700,000|
City of Pomona Construction (me.) [2|O&M (3/AF)? |
Cniine Date' 01/03{Financing’ ‘
12 Retrofit well and Wellhead 3,000  Design (ms) 41Grant (50%) $1,020,000
lon-Exchange Treatment CEQA (mo.) 5|Capital 52,040,000
San Antonio Water Company Construction {me.) 61 O&M (5/AFY
Ontario,. Upland, MWD Online Date' 03/02|Financing® i
13 Wellhead lon-Exchange 2,700 [Design (mol) 41Grant (50%) $1,500,000
Treatment CEQA ND-1% Capiral _ $3,000,000
Cizy of Upland Construction {me.) S}O&M (S/AF?
Online Date!' 08/02|Financing®
"Based on fund availability August, 2001
* As described in Section 2-D '
* Remaining capital will be paid by each local agency
*Negative Declaration
* Not Required
Groundwgter Storwoge Programs
INLAND EMPIRE UTILITY AGENCY 23
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SECTION 2 PROJECT DESCRIPTIONS

\Benson/Paio Verde ASR

METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFCRNIA

TABLE 2-2
Summary of Category 2 Projects

3Grant (50%)

| Design (ma.) 3719000
CEQA (mo.) 1Cap|t3 , $1,438,000
City of Chine/MVWD Construction {mo)) EB?O&M ($/AF?
l(New production) Oniine Date' 05/03{Financing’
2 State/Benson ASR 4,480 |Design (mo) 3iGrant (50%) $238,000
CEQA (mo.) 7| Capinal $476,000
City of Chino Construction {me.) | 8]O&M (B/AFY
{Preservation of existing G\N) \Online Date! 05/03|Financing’
3 IPhillips/ Central ASR 6,160  |Design (ma)) 31Grant (50%) *$1,001,000
CEQA (mo) 7\Capital $2,002,000
City of Chino Censtruction {ma.) [8]O&M (F/AF?
{Preservation of existing GW) Online Date' 05/03|Financing’

4 interagency Connection & 5,377  |Design (mo.) 9|Grant (50%) $2.630,500
Distribution CEQA (ma.) 6| Capital $5.261,000
City of Chino Construction {mo.) S|O&M (B/AFY
Chine Hills, MWD, Ontaric |Oniine Date' 02/03{Fimancing’

5 Well i3 Blending station 2,100  |Design (mo.) 11Grant (50%) 545,000

CEQA ND-1|Capital $90,00C
Ciry of Chino Hills Construction (mo.} HO&M (S/AF?
(Enables mare desalted water Online Date’ 11/01|Financing’
to Chino & Onrtaric} i
6 Well No. 36 2,500 |Design (me.) 2iGrant (50%;) $425,000
CEQA ND-{*{Capital $850,000
Cucamonga Courty Water Construction (mo.) 410&M (S/AF)
District |Cnline Date' 03/02!Financing’

7 CCWD/MWD Chino Basin 11,000 (Design {mo.) 6{Grant (50%) 31,973,500
Groundwater Use Project CEQA ND.2%Capital $3,947,000
Cucamenga County Water lCOﬂStFUCthﬂ {mc.) EZFO&M (SIAF)

District ICntine Darte! 02/03 |Financing’

8 Cucamonga Basin 4,000 Design (mo.} 6: Grant (50%) $1300,000
Recharge Project CEQA MND-6* Capital $2,600,000
Cucamonga County Water Censtruction {me.) 18]O&M ($/AFY
District Online Date' 05/03|Financing’

9 Reactivate MWD - Design {me.) N/A|Grant (50%) $275,000
Caonnections |

CEQA NR|Capital $550,000
Inland Empire Utility Agency Construction (mo.) N/AJO&M (S/AF)
iOnline Dace’ 07/02!Financing’

10 Rehabiiate or New Well 2,167 ]Desxgn mo; éllGrant {50%) $500,000
(ASR) - Plant | C QA {mo.) 6/ Capizal $+,000,000
Mente Vista Water District ]Conszrucraon (me.) 1210a&M ($/AFY?

[Online Date' 03/03 Financing®

XsuarcvakzenwEaN
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SECTION 2 PROJECT DESCRIPTICNS

METROPOLITAN WATER DISTRICT OF SQUTHERN CALIFORNIA

lDESEgn (me.) ¢|Grant {50%) $500,000
(ASR) - Plant 9 {CEQA (mo.) 6(Capital $1,000,000
Monte Vista Water Districe IConstruction {ma.) 12{O&M ($/AR?
' 'Online Date' 03/03]Financing’
i2 Rehabilitate or New WWell 2,167  [Design (mo.) 6]Grant (50%) $500,000
(ASR) - Plant 12 CEQA (mo.) 6 Capital $1,000,000
Monte Vista Wataer District Construction (me.) 12)08&M ($/AR?
\Online Date' 03/03|Financing’ :
i3 Rehabilitate or New Well 2,167  |Design {me.) 6|Grant (50%) $500,000|
(ASR) - Plant 17 CEQA {mo)) 6|Capital $1,000,000
Monte Vistz Warer District Construction (meo.) 12i0&M ($/AFY
Oniine Date' 03/03|Financing’
14 Weii 15 Biending Station 2,000  :Design (mo.) 6:Grant (50%) $ 100,000
: CEQA ND-1*Capital $200,000
Cizy of Ontario Construction {mo.) 9|0&M (S/AF)
[Cnline Date' 12/02 Financing’
] Jurupa Connection - Design {(mo.) 61Grant {(50%) 337,500
CEQA ND-14Capital $75,000
City of Cntario Construction {mo.) 6l0&M (3/AFY
JCSD, SAVYPA {Online Date! 09/02!Financing®
16 |Chino If Desalter - Design (mo.) N/A{Grant (50%) $425,000
Transmission Facilities CEQA N/A| Capital $850,000
City of Cnzario Construction (mo.) 6{O&M ($/AF)
JCSD, SAWPA © |Oniine Date' | 2/02|Financing’
17 Well No. 36 1,600  {Design (mo.) 8|Grant (50%) $200,000
CEQA ND*|Capital $400,000
City of Pomona Construction (me.) [2108&M (3/AF)?
Online Date' 02/03|Financing®
18 Booster 16A&B & Pipeline - Design (ma.} 6|Grant (50%) $550,000
ICEQA NDH Capitai $1,1C0,000
City of Pomona Construction {ma.) 4 O8M (3/AFY?
L Online Date' 07/02|Financing’
'Based on Fund Avallability August, 2001
* As described in Section 2-D
Remaining capital will be paid by each local agency
*Negative Deciaration
* Mitigated Negative Declaration
Groundwoter Storaoge Progroms
INLAND EMPIRE UTILITY AGENCY %7
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SECTION 2 PROJECT DESCRIPTIONS

] New Wells

METROPOLIT AR WATER DISTRICT OF SOUTHERN CALIFORNA

TABLE 2-3
Summary of Caregory 3 Projects

iDen(mo.} N

" 3lGrant (50%)  $750,000

jCEQA ND- 1 |Capital 51,500,000
Cucamonga County YWater |Construction {mo.) B|O&M ($/AF)’
Districe |Oniine Date? 08/02|Financing” |
2 New Well - Plant 28 2,900  [Design (mo.) 2|Grant {50%) $500,000
CEQA Approved!Capital 31,000,000
Monte Vista Water District Censtructien (mo.) IZ\O&M ($/AR)
L ICnline Dare’ | 1/02!Financing®
3 INew Well #! 3,000 |Design (mc.) Compiete]Grant (50%:) $500,000
CEQA ND-!'|Capital $1,000,000
City of Onuario Construction (mo.) 12]0&M ($/AF) '
Online Date’ 09/02 Financing®
4 New Well #2 3,000 lDesign (mo.) 9|Granc (50%) $509.000
ICEQA ND-!'|Capital '$1,000,000
City of Cneario Construction {mo.) 12]0&M ($/AF)
Crline Date? 06/03Financing* :
5 New Well #3 3.000 Design (mo.) 3|Grant (50%) $500,000
CEQA ND-4 '-Capitai $1,000,000
City of Ontario |Construction (me.) 12108M (S/AFY
‘Online Date® 06/03|Financing*
6  New Well #4 3,000 [Design (mo.) 9{Grant {50%) $500,000
ICEQA ND-*|Capital $1,000,000
City of Cntaric iConstruction (mo.) 1210&M ($/AF)
Online Date? 06/03 Financing®
7 New Weil 3,000 [Deségn (mo.) 6|Grant (50%) $500,000
‘CEQA (mo.) 4|Capiral $1,000,000
San Anconio Water Company |Censtruction (me.) 6 O&M ($/IAF)
|Onezric, Upland, MWD ICnline Date? 03/02Financing’
'Negative Declaration
*Based on fund availabilitcy August, 2001
 ’As described in Section 2-D
* Remaining capital will be paid by each iocal agency
roundwaoter Storagge Prograoms
INLAND EMPIRE UTILITY AGENCY 2.8
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éEEE SECTION 2 PROJECT DESCRIPTIONS

METROPOLITAN WATER DISTRICT OF SOUTHERN LALIFORKIA

PROJECT DRAWING LIST

The first drawing shows Metropolitan's Rialto/Eviwanda/Upper Feeder Service Area. The
subsequent drawings show the location of proposed projects, primary facilities, and proposed
user sites including interties and points of connecton. Most of the major purveyors in the
Chino Basin Area have existing interconnections to Metropolitan’s water system and, by
overproducing in dry years, can provide immediate dry vear yield to Metropolitan. Agencies
in the Chino Basin that do not have a direct connection to Metropolitan's system also can
provide water through an exchange. Fontana Water Company would use existing
interconnectons through Cucamoenga County Water District for water supply. Jurupa
Community Service District would use an existing or new interrie with the City of Ontario,
and San Antonic Water Company would use an existing or a new point of connection with
the Ciry of Upland water distribution system. The drawings are presented in the follwing

1. San Antonic Water Company Projects

order:
CATEGCRIES

I 2 3
o MWD/Rialto/Eiwanda/Upper Feeder Service Area N/A N/A N/A
2. Ciry of Chinc Projects i 4 -
3. City of Chino Hills Project ' - ! -
4,  Cucamornga County YWater District Projects 3 3 i
5. Fontana Water Company Projects . 2 - -
6. |EUA Project - 1 -
7. Jurupa Community Service District Project i - -
8. Monte Vista Water District Projects pA 4 |
9. City of Onrio Projects | 3 4
10, City of Pomona Projects ! 2 -

|

!

12, City of Upland Project
N/A - Not Applicable

Groundwagter Storoge Programs

INLAND EMPIRE UTILITY AGENCY
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‘%g SECTION 3 DETAILED INFORMATION FOR SCORING
METROPOLITAN WATER DISTRICT OF SOUTHER CALIFORKIA

3A. REGIONAL BENEFIT

Since February 1998, the Ching Basin stakehelders have met twice per month to develop the
Optimum Basin Management Pregram (OBMP). Development of the OBMP required three
parallel processes: institutional, engineering, and financial. The insdrutional process defined
the management agenda, directed the engineering and financial processes, and built
institutional support for OBMP implementation. The engineering process developed planning
data and management elements, and evaluated the technical and economic financing plans
for the management elements. The financial process developed alternative financing plans for

the OBMP through its evolution.

In June 1998, the stakehclders began the process of developing management goals for the
OBMP that address the issues, needs, and interests of the Chino Basin producers. The four
management goals of the OBMP are as follows:

» Enhance Basin Water Supplies

» Protect and Enhance Water Quality
» Enhance Management of the Basin
> Eguirably Finance the OBMP

3A(3) Dry-Year Yield for Regional Benefit

The proposed projects will enhance Memopolitan's dry-vear vield while providing a regional
benefit for Chino Basin agencies. This additional dry-year vield is realized through increased
groundwater production capacity, expanded ASR (Aquifer Storage and Recovery)
capabilities, increased wellhead treatment capaciry, and enhanced water-wheeling potendal.
Each of the 38 proposed projects provides Metropolitan with increased dry vear yield capacicy
while providing the facilities necessary to implement a regional conjunctive use program.
Such a program would provide Chino Basin agencies with increased water supply reliability,
redundancy and furure drought protection.

The dry year vield potential of the proposed projects can be summarized via four types of
projects. These project types include groundwater production facilides, ASR facilides,
wellhead rreatment facilides, and cansmission and interconnection improvements. The
groundwater production projects include the construcrion of new wells and appurtenant
facilities. The construction of new wells will provide an increase in groundwater production
capacity necessary to meet demands during periods of reduced Merropolitan supply. New
ASR faciliries, including new injection wells and modifications to existing ones, will enhance
replenishment capabilities and the ability to implement a regional conjuncrive use program.
ASR facilities also provide 2 water quality benefiz.
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The construction of new wellhead treatment faciliries will enable the use of previously
inactive wells taken off-line due to poor groundwater quality, thus providing increased basin
production capacity. The proposed wellhead mreatment facilides include new ion-exchange
({X) facilides, modifications to existing IX facilities, and blending stations. Finally,
improvements o existing ggency inrerconnections and construction of new ansmission
capacity will enhance the ability to wheel water berween agencies, thus increasing the water
supply reliability and warer system redundancy necessary o increase Metropolitan’s dry vear
yield.

Currently, Memopolitan deliveries to the IEUA service area have exceeded 50,000 AFY
during the past several years and are projected to increase to approximately 100,000 AFY in
2020. The projected vear 2020 IEUA total water demand is approximately 316,000 AFY,
which constitutes an increase in approximately 74,000 AFY from current demands. This

30 percent increase in water demand will to 2 large extent be met through an increase in
interruptible imported water deliveries and recycled warter. Implementing the proposed
projects will enable Metropelitan to meet this increase in imported water demand during dry
periods, thereby providing Metropolizan with an increase in dry vear vield. Figure 3A-1
summarizes the dry-year yield benefic provided ro Metropoliran through the implementarion
of Category 1, 2, and 3 projects.

FIGURE 3A-1
Dry Year Yield Benefits
Projected Year 2020
3507 [ IEUA Demaond -
| i 316,800 AFY
sooi
2501
T 200 Safe Yield -
s | 50 AR / 140,000 AFY
100! - ‘ - ’ ] Cyrrent MWD
73,500 AFY : : S Delivaries -
50 43,600 AFY
3 .
1 2 3
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Implementation of all of these projects, when combined with the safe yield, will provide dry
year reliability. Because prolonged use of these local supplies would exceed the Basin’s safe
vield, Metropolitan can be assured that these projects would only be used during dry vears
and that Metropolitan's deliveries would not be reduced in normal and wer years.

3A(ii) Seasonal Nature of Project Production f

The proposed projects will be constructed with the flexibility of operaring year-round. The
facilities and provisions necessary to achieve year-round production will be constructed,
which will reduce the impact of not being able to produce during periods of reduced imporred
water deliveries. The facilities have been sized for operarion during critical peak dry year
periods. This ensures that the projects can reliably reduce imported water deliveries, even
during peak or cridcal dry periods.

A(ii) Institutional Arrangements for Curtailing Firm Deliveries

In order for any regional project to be successfully implemented, coherence between
participating agencies must be formed and maintained. The agencies identifying the proposed
projects have previously worked together under the guidance of the Chino Basin
Watermaster to develop the historic Peace Agreement. The Peace Agreement provides the
framework for the collaborauve effort of Chinc Basin agencies to implement the proposed
projects.

The specific instirutional arrangements required for those projects involving wansmission and
interconnecton improvements are covered by the intent of the Peace Agreement. Final
insgrutional arrangements among the participaring agencies, the Watermaster, and
Mertropolitan would be required to define an appropriate delivery schedule w0 efficiently
distribute both in- heu or direct Memropolitan deliveries.

3Afiv) Ability To Sustain Production During a2 Three-year Shortage

The Chino Basin is the largest basin available for conjuncrive use in Southern Califernia

(5 million AF of storage). Members of the Chine Basin appropriative pool already conduct
interagency storage account wansfers and the construction of the proposed facilities would
enhance this capability. At the end of the 1999/2000 fiscal year, the toral volume of
groundwarer in the storage accounts was approximately 170,000 AF. Assuming a worst-case
scenario, the total volume of groundwarer available in the Chine Basin is more than adequate
t0 supplement approximately three vears of imperted supply. Implementadon of all of the
projects presented in this proposal, would make available approximately 149,000 AF — more
than what Metropolitan would provide over a three-year period {approximately 129,000 AF).
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The constructicn of the proposed facilicies would also enhance the recharge capability of the
Chino Basin agencies. During pericds of surplus imported supply (wet years), the Chino
Basin storage account could be replenished via direct or in-lieu deliveries and/or recharged
via direct or in-lieu spreading facilides or injection wells (e.g., ASR), such as those proposed.
Also, the Chino Basin Watermaster is currently developing a recharge master plan intended
to further the recharge capacity of the Chino Basin and in turn, increase the Basin's ability to
sustain production during 2 three-vear shortage of imported supply. ’

3A(v) Incorporation of Change in Basin Operations into Management Plan

Any changes in Basin operations would be documerited accordingly. The projects being
submitted under this proposal are consistent with the goals of the OBMP. As previously
stated, the basin management plan submitted under the OBMP provides the basis for future
projects to ensure regional support and enhancement of Chine Basin resources. Any project
and subsequent policy issues have already been addressed in the OBMP and the
Programmatic EIR (cerrified by IEUA in July 2000). Changes to the existing adiudication are
nict necessary. 1t is inherent that the proposed projects benefir the members of the Chino
Basin while providing Merropolitan with increased dry vear vield.

Groundwagter Storogge Prograoms

INLAND EMPIRE UTILITY AGENCY e

EXHIBIT 11



ﬁﬂ SECTION 3 DETAILED INFORMATION FOR SCORING

METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFDRNIA

3B. PROJECT PARTNERSHIPS

Many agencies are involved in warer management within the Chino Basin. IEUA is working
in cooperation with each of these agencies to achieve water supply reliability, water quality,
and watershed management goals for the Santa Ana River Watershed and the Southern
California region. We present our Program Concept to Metopalizan with confidence
because our proposed projects represent a high level of interagency cooperation and support.

3B(i) Local and Regional Support

TEUA serves the Citles of Chino, Chine Hills, Montclair, Ontario, and Upland, as well as
Monte Vista Water Districr, Cucamonga County Water District, and Fontana Water
‘Company. Approximately 700,00 people reside in the Agency’s 242 square-mile service
area. These agencies and the people they represent support wise water management, as
exemplified by the 38 projects named in this proposal.

IEUA also has a representative on the Chine Basin Watermaster Board. The Watermaster
was established in 1978 in a Judgment entered in the Superior Court of California. The
Watermaster has the responsibility for developing and implemenring the Chino Basin OBMP.
In July 2000, the Watermaster's planning process culminated in the adoption of a “Peace
Agreement.” The Peace Agreement outlines the schedule and actions for implemenrting the
OBMP. The Watermaster and the OBMP stakeholders are in concurrence with the concepts
and projects presented herein. ‘ ‘

The proposed projects will benefit all Chino Basin agencies. They will be implemented to
meet the goals of the OBMP and to confirm the Basin’s ability and desire to participate in a
regional conjunctive use project. Committees in the Chino Basin mert to develop a list of -
projects to be submitted under this proposal. These 38 projects are part of a collective effort

. to enhance the management of the Chino Basin and provide a regional conjunctive use
benefit. The projects are supported by the historic Peace Agreement to collectively manage
the Basin. Our proposal is being submitted from all of the agencies in the Chino Basin
through IEUA as a representative agency.

3B(i) CEQA Starus

Tables 2-1, 2-2, and 2-3 in Section 2 include environmental cerdficaton information. All 38
propaosed projects fall under the Program Envirommental Impact Report (EIR) prepared for
the OBMP. As specific projects move forward, additional review will be required. Itis
anricipated that most of the projects will qualify for a negative Declaration or 2 Categorical
Exemption. All projects are expected to meet California Environmental Quality Act
(CEQA) requirements.
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3B(iii) Potential Planning Uncertainties

The projects presented in this proposal have an unusually low degree of planning
uncertainties. These projects were developed as part of 2 regional program to collectively and
efficiently manage the resources of the Chine Basin. The Peace Agreement confirms the
Basin's interest in providing such a regional benefit. The development of the OBMP and the
effort behind implementing the Peace Agreement are the bases for the planning effort of the
proposed projects. ‘

3B(iv) Endorsements Needed for Project Approval

+ The 1978 Judgment reguires that the Warermaster develop a management plan for the Chino
Groundwater Basin that meets water quality and water quantty objectives for the region, and
approval of the projects idendfied in this proposal would be through the Watermaster. As
already stated, the Warermaster and the OBMP stakeholders concur with the conceprs
presented in this proposal.

3B(v) Comumnunity Reaction

Community reaction should be positive. Any attempt to improve the quality and availabilicy
of good-quality drinking warer would be perceived as favorable.

Flows that otherwise would be lost will remain within the Basin, contributing to yield
maintenance. In addition, the projects will help keep the poor quality rising groundwater
from creating adverse environmental impacts associated with prolonged inundation of
sensitive wetland habirats in the Prado Basin.

The projects will also help recover poor quality groundwater. When poor quality

- groundwarer is withdrawn, eated, and reused, the water returning to the groundwater table
will be of higher quality. This should have an immediare positve impact on downsweam
sources (the Santa Ana River) and ultimately have a beneficial water quality impact within
the Basin irself.

3B{vi) Metropolitan Actions

As described in Section 2C, the schedule for the proposed projects could be accelerated. We
are teady to go! Since the Programmatic EIR has been completed per the OBMP, it is hoped
that Metopolican would be able to accelerare the funding schedule.

<
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3B(wii) Project Status

The 38 projects listed in this proposal have evolved from the OBMP Phase 1 Report (August
1999) and the Program EIR (May 2000). A recharge master plan is now underway. In
addition, the OBMP stakeholders have met to identify che range of Category 1, Category 2,
and Category 3 projects to increase dry year yield, improve water quality, and accomplish the
other objectives described in this proposal.

As stated in Section 1, all of the propesed projects include construction of substantive new
facilides that will provide local redundancy ro Metropelitan's supplies during tdmes of drought
or emergency and will allow Mewmopolitan increased flexibility to meet the needs of other
parts of its service area. All projects will be configured so that new capacity can be used in
lieu of taking water from the Rialto Pipeline. This not only provides Metropoiizan with water
supply benefits, but has a quanrtifiable benefit in terms of enhanced blending capability at the
Weymouth and Diemer Water Treatment Plants.

The projects are also available to provide flow to local agencies during periods of
high demand when the hydraulic capacity of the Rialto Pipeline is exceeded. This supply
redundancy will allow Metropolitan to possibly defer costly expansion of the Rialto Pipeline.

The schedules for the various projects are summarized in Tables 2-1, 2-2, and 2-3 in

Secdon 1. As shown in che tables, the on-line date for the 38 projects ranges from November
2001 to November 2003. This assumes funding available in August of this year. If funding
could be made available socner, the on-line dates would be accelerated by approximarely four
montchs (see Table 1-2).
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3C.  LOCAL NEEDS ADDRESSED
3C{) Addressing the Needs of Local Proponents

The proposed projects meet the interests and needs of the Chino Basin agencies, as defined in
the OBMP. As previcusly stated, the OBMP presents the foundation for furure warer .
resources development and recommends facilides that would optimize the Ching Basin's
water resources and conjuncrive use potential. The following section summarizes how the
local needs of the project proponents are addressed through the implementation of the
proposed projects. '

The needs of the local proponents are addressed through a regional management approach of
the Chino Basin service area. Implementation of the preposed projects will be coordinared
with the OBMP effort to ensure efficient water resources management. | he projeces will
enable local agencies to maximize the beneficial use of local groundwater supplies, providing
the region with new local water sources and a “drought-proofing” strategy.

Figure 3C-1 summarize the benefits realized through the implementation of the proposed
orojects shown in Table 3C-1. The local benefits include improved water quality, balanced
recharge canabilities, enhanced storage capabilities, increased seasonal peaking abilities, and

FIGURE 3C-1
Benefits Breakdown for Collective Projects

Improve GQuality

Balance Recharge
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Number of Projects
38 Projects Total
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TABLE 3C-!
Summary of Projects

METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFGRRIA

Project Name Description

Nitrate Removal Water iReclaim poor warer quality GV for beneficial use

New Yield

(AFY)

i

13,44

{ Quantity
|
|

1

|

’ Project
| Cost
|

$4,313.000

%
Treatment Plant / City of Chino L
{Chino)
|Reservoir 2A Wellhead IConstruct GAC treatment facility for 3 wells 6,300 i 37,1 12,0@
Treatment Facility / Cucamonga
{County Water District (CCWD) '
Reservoir 3 Wellhead Treatment |Construct GAC treatment facility for 4 wells 8,700 \ $6,794,000
Facility / CCWD
Reservoir 3JA Welthead Construct GAC creatment facility 3,500 L $1,850,000
Treatment Facility | CCWD ? |
Wellhead lon-Exchange (1X) #! / (Facilities for high nitrate and TDS and diswribution 3,700 $4,000,000
Fontana Water Company (FWCQC) ¥
Wellhead IX 2/ FWC Wellhead reatment facilities for high nitrate and TDS 6,000 56,400,000
and discributon

JWellhead 1X /jurupa Community [Treat 3,500 gpm weill water with nitrates and 4,000 $5,000,000!
ESer\'ice District leannection ro Onmrio :
Wellhead 1X for 2 Wells at Plant {Nitrate removal and new production of 4,700 AFY 4,700 32,150,000
4 / Monte Vista Water District
(MVYWD)
'Welthead IX at Well 2/ MVYWD |Nitrate removal and new production of 1,450 AFY |,450 $875.DOOﬂ
Wellhead 1X & Transmission Line [Construct approx. | 2,500 LF of |8" main and an ion- 5,000 i $3,500,000/
{ City of Ontario {Ontario} }exchange trearment facilicy 1
Anion Exchange Plant Expansion |Madify existing 15 MGD plant to treat nitrate 10,000 $1,700,000
& Upgrade ] City of Pomona |
{Pomona) J -
Retrofit Well & Wellhead X/ &Facilities for high nitrates w/ future connection to 3,000 i £2,040,000
San Antonio Water Company |Ontaria, Upland or other MWD user agency
{(BAWC) E
Wellhead X | City of Upland lyCOﬂStI'UCE treatment facilivies for 3 high nitrate wells 2,700 L 33,000,000

TOTAL 73,491 | 548,744,000

e — 1f"
Benson/Palo Verde
MVWD

lsite for injection and proguction (hew producticn)

A! héno ,Cnszruthig iell - nvey Fwater to )

5,040

' $148‘o|

lstate/Benson ASR/ Chino Modifications to existing GW production facilicies 4,480 $476,000

| |(preservation of existing GWY) |

|Philtips/iCentral ASR / Chino ~ [Modifications te existing GW production facilities 6,160 $4,002,000

West Chino Basin Interagency ,Enable regional distribution of Chine Basin 5,377 $5,261.000

iConnection & Distribution / |Groundwater. Interconnections becween watar

!Chino systems N
Groundwaoter Storage rams

P ro
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—
Quantity Proi
Project Name Description New Yield E:Olem
t (AFYY st
'Well |3 Blending Station / City of [Well 13 Nicrate Blending Seation 2,100 $90,000)
Ching Hills ‘ f
Well No. 36/ CCWD Rehabllitate existing well and install new pumping & 1 2500 $850,000!
discharge line to Reservoir 1C.
CCWDIMWD Chino Basin Expansion of existng facilities at Res. #1 o deitver 11,000 $3,947.000
|Groundwater Use / CCWD |ground water into MWD system
Cucamonga Basin Recharge Uncrease water production capabilities from new gw ‘ 4,000 $2,600,000! .
{(Project | CCWD sources wiin Chino Basin to deliver gw 1o MWD ' 1‘&”
Reactivate MWD Connect. / Facilities to reactivate dismantded MWD connections n/a $55{},OOOi
1EUA ]
Rehabilitate or Build New Well  Construct an injection/extraction well near Benson 2,167 31,000,000
(ASR) - Plant | / MYWD Feeder whera GW nitrate fevels are high
Rehabilitate or Build New Well  |Construct an injection/extraction weili near Benson 2,167 $1.000,00C
(ASR) - Plant 9 / MYWD Feedar where GW nitrate levels are high
Rehabilitate or Build New Well Construct an injection/excraction well near Benson 2,167 31,000,000
{ASR) - Plant {2/ MVWD Feeder where GW nicrate |levels are high |
“‘Rehabilitate ar Build New Weil  |Construct an infection/extraction well near Ramona 2,187 $1,000,000
(ASR) - Plant 17/ MYWD Feeder where GW nirrate levels are high
Well 15 Blending Station { City of [Blend 34 mg/l nitrate water with water from well 2000 $200,000
Ontario {Ontario) {1660 gom) prior to enrering distribution system 3
Jurupa Desalter 1l Connection/  |Construct 8" interconnection between Onuario and n/a $75,000
Ontaric |CSD dist. System {participating agencies: JCSD and '
SAWPA)
Chino Il Desalter Transmission . iConstruct approx. 2,600 LF of 20" pipeline nia $850.000
Facilities / Ontario {participating agencies: JCSD and SAWFA)
Well No. 36/ Pomona High nitrate well that will connect anion's exchange |,600 $400,000
plant ]
Boaoaster |6A&B and Pipeline / Provide backup o existng booster No.l2 ! nfa 51,100,000
Pomaona J
] CTOTAL _ 52,925 | $23,839,000
2 New Wells | CCWD) ~|Censtruct 2 wells at District's Res. | C site | 5,000 | $1,500,000
MNew Well - Plant 28 / MYWD Construct new wall - water to be used at a nitrace I 2,900 1 $1,000.000
. blending station ]
New Well #1 / Ontario Construct & equip weall ] 3,000 | 31,000,000
New Well #1 / Ontario Construct & equip waell ] 1,000 1,000,000
INew Well #3 / Ontario Construct & equip weil | 3,000 | $1,000,000
rNew YWell #4 /| Ontario Construct & equip wel| | 3,000 i $1.000,000
[New Well / SAWC Construct and equig new well with future connecticn | 3,000 $1,000,000
e Onaarle, Upland or other MWD user agency l
TOTAL 22,900 | 7,506,000
GRAND TOTAL 1 149,316 ] %80,081,000 ]
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3CG) Protecting the Interests of Non-Participating Entities

As part of the OBMP development, the Chino Basin stakeholders adopted several core values
as 2 guide for future basin management. Each of the 38 projects submitted under this proposal
addresses the following core values: water quality, long view, increased local supplies,
groundwater storage/conjuncrve use, and cost of groundwater supplies. As described below,
the proposed projects address these core values, while balancing the use of imporred/local
supplies to increase water reliabilicy.

» Water quality. All producers'in the Chino Basin desire 1o produce water of a quality
that is safe and suitable for the intended beneficial use. Increased wellthead treamment
capacity as well as blending facilities will ensure compliance with this core value.

» Long view. Each of the Chino Basin producers desires a long-term and stable
planning environment to develop local water rescurces management projects. The
producers, independently and through the Chino Basin Wartermasrer, strive to take
the long view in their planning assumptions and decisions to ensure a stable and
robust management program, 1 he proposed projects were identified with this core
value in mind and represent the forward thinking necessary to implement a regional
conjuncrive use program.

» Increased local supplies. All producers are dependent on high-quality imported water
for direct uses and for groundwater replenishment. Because imported supplies may be
less available during dry periods, the producers will sorive to minimize their '
dependency on imporred water and to increase use of local supplies during droughr.
The proposed projects address this core value by adding additional groundwater
preducticn capaciry, thereby reducing dependency on imported supplies and
increasing local water system redundancy, thus providing Metwopolitan with an
increase in dry-year vieid.

» Groundwater storage/conjunctive use. Unused groundwater storage capacity in the
Chino Basin is a precious natural resource. The producers will manage the unused
storage capacity to maximize the warer quality and reliability and minimize the cost of
warter supply for all producers. The groundwater storage core value was administered
to encourage the development of a regional conjunctive use program. T he proposed
projects will enable such a project to be implemented.

» Cost of groundwater supplies. The producers are committed to finding ways to
subsidize the cost of using poor quality groundwater in a cost-effective and efficient
manner. [ncreased groundwater production and wellhead meatment capacity will
increase Metropolitan's dry-vear vield and with Metropolitan’s assistance, will provide
an affordable and additional reliable warter resource during periods of drought.
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3D, WATER SUPPLY OR WATER QUALITY IMPACTS

As discussed throughour this proposal, the water supply and water quality impacts of the
proposed projects would be positive.

3D({) Water Supply/Quality Impacts within the Basin

OBMP related water quality scudies show that high concentrations of Toral Dissolved Solids
(TDS) and nitrares exists in the southern portion of the Basin. Figure 3D-1 shows the past
and most recent water quality data throughout the Basin. It is apparent that groundwater
quality has been detericrating greatly with time. As shown on Figure 3C-1, 36 of the 38
projects presented ini this propesal would have a water quality benefit to the Basin. These
projects involve pumping and treating groundwater fTom various locations throughour the
Basin to achieve drinking water standards. Groundwater pumped rom the Basin, treated,
reused and returned to the Basin will uldmartely have a beneficial impact on water quality by
lowering TDS and nitrate levels before returning water to the Basin. Although noc all of
these projects are exactly similar to other Metropolitan storage programs, they still provide
Metropolitan with the same end results: a dry vear supply. They also provide other regional
benefits.

From a perspective of water supply, our approach provides Metropelitan dry vear supply in
advance of placing any water in storage. Depending on the total amount of financing from
Metropolitan, we can make available more than 149,000 AF. Mewopolitan can use these
supplies not only for long-term dry-year vield, but on a short-term basis when there is & high
demand for water, and/or energy is limited.

Given the State's current energy <risis, it may become necessary for Metropolitan to stop

~ pumping. Chino Basin supply availability could allow Metropolitan to reduce pumping of
Stare Water Project supplies by more than 149,000 AF. By the ability to shed electrical load
at critical periods when energy supplies are limired, Metropotitan could save millions of
doflars in energy costs and help prevent rolling blackours.
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Implementation of the proposed projects could provide Merropolitan an addirional water
quality benefit. The recently-complered Salinicy Management Study Final Report (June
1999} indicared a benefit of $95 millicn for every 100 mg/L of TDS reduction in
Mewropolitan’s water supply. Thus, if the proposed projects are implemented, additional
State Project water would be available for blending at the Weymouth and Diemer Warer
Filtration Plants. Figure 3D-2 quandtifies the water quality savings benefit for the Category 1,
2, and 3 projects at 100 percent and 25 percent production levels.

i

FIGURE 3D-2
Water Quality Benefits
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The cumulative projected dry-vear yield for the 38 projects is more than 149,000 AFY, which
exceeds the amount of imported water currently used within the Basin. This assumes that all
of the projects are completed and reach 100 percent of their projected productoen. It may be
mare accurate to assume that not all of the projects will be in full producton all of the time.
However, even if only 25 percent of production is achieved, Memopolitan would realize
substantial water quality benefics.

3D(ii} Potential Negative Impacts

No negative impacts are anticipated. Construction of the proposed projects will improve
water quality and increase water supply availabilivy for the Chino Basin.
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3D(ii) Anticipated Regulatory Requirements

The Department of Health Services (DOHS) requires permits for all water sources. The
local agencies will obtain the required new water supply permits from DOHS.

The Final Program EIR for the OBMP shows that it is necessary to maintain the production
capacity of the Basin to prevent a loss in safe yvield. Withour implementng measures to
maintain the safe vield, approximately 40,000 AFY would flow out of the Basin and into the
Sanra Ana River. A number of these projects achieve the goals of the OBMP and are
therefore included in the Draft EIR. However, further environmental regulatory
requirements will be necessary for each separate project.

3D{iv) Status and Schedule

Itis estimated to take approximately two o four months for a new water source permit o be
approved by the DOHS. The status and schedule for acquiring other regulatory approvals
varies for each independent project and will be addressed as the projects proceed.

Groundwgter Storecge Programs
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HETROPOLITAN WATER DISTRICT OF SCUTHERN CALIFORAIA

3E. POTENTIAL IMPACT TO METROPOLITAN'S FINANCIAL INTEGRITY

This section discusses & potential implementation and financial plan for the Chino Basin
groundwater storage projects that contribute within Metropolitan's service area.

3E(i) Effects on Purchase of Imported Surface Water

Funding of the submitted projects will reduce Metropclitan's imported water more than
149,000 AT in dry years. These “firming” projects for the Chino Basin would provide
flexibility and reliability for Metropolitan’s system by allowing the Basin to be self-sufficient
when imported supplies are unavailable (drought or emergency periods).

Participating agencies would commit to the purchase of fixed amounts of imported water
supply fom Metropolitan and would not affect purchase of imported surface water supplies.
Depending on the level of supplies available, Memopolitan would have the flexibilicy o
determine water delivery to the Chino Basin. During drv or drought vears, Metropolitan
would request the agencies to produce water within the Basin to meet overlying demand in-
lieu of surface delivery. Following the end of the drought pericds, the resultant Chino Basin
replenishment obligation would be handled at least in part in the same manner.

The Chino Basin, with an unused storage capacity of about 1 MAF, is located in a strategic
position for the Metropolitan distribution system. Consruction of the project facilities would-
meer the demand in the Chino Basin and also have the ability to export extra pumping
capacity into Metropolitan’s system. Aside from reducing imported water demand within the
Chino Basin to provide Mewropolitan dry vear vield, Metropolitan would be able to utilize the
facilities beyond the internal needs of the Basin. In the future, Meopolitan would have the
ability to pump portions of this water back into the system, to increase water deliveries and

- improve water quality. The projects submitted for funding would make available increased
groundwater pumping in the Basin and allow future development of these supplies for other
Metropolitan service areas.

The proposed projects would provide the needed redundancy and flexibility to Metropolitan’s
system. The local dry year projects would provide regional savings and increase reliabilicy
resulting from the development of local resources.

The facilities would provide short term “firming” supply for dry vear vield. As future warer
demands increase in the Chino Basin, the demand for direct delivery of imported water for
the Chino Basin is projected to increase from abourt 50,000 acre-feet in 2000 to 100,000 acre-
feet by 2020, as indicated in IEUA’s Urban Water Managemen: Plan Year 200C Update.
This increase in demand will require more imported water from Metropolitan to meet the
region’s needs.
Groundwater Storogge Programs
CINLAND EMPIRE UTILITY AGENCY 3£
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If funded, these projects would sustain water preduction during shortage and enhance
recharge capability and allow the Basin to be managed conjunctively. The following list
shows the benefits from implementing Chino Basin projects:

(1) Provide more than 149,000 AFY dry year supply.

{2) Reduce summertime peaking on Metropolitan’s Rialto Pipeline. -

(3)  Deliver more State Water Project supplies to the Weymouth and Diemer
plants via the Fast Branch/Rialto Pipeline to meet Basin Plan Salinity
Objecrives.

(4)  Minimize (or eliminate) Mewopclitan’s surface water deliveries during furure
droughts/emergencies. :

(5)  Allow Merropolitan to possibly export water into the Upper and Lower' Feeder
service areas for other Member Apgencies.

3E{ii) Mitigation of Negative Impacts

No negative impacts are anticipated to result from construction of the proposed projects.
The conjunctive use programs would not result in adverse water quality impact on the Chino
Basin nor to Metropolitan. Development of these local resources reduces the demand on
Memopolitan’s system and therefore reduces the need for additional investment in regional
infrastructure. The development of the local projects would defer the dme when
Mewmropolitan would need to expand the Rialto Pipeline. Metropolitan will have the
flexibility to dictate the amount of imported water to service the Basin through the
transmission line during crucial periods such as droughts or in cases of emergency.

3E(i) Project Financing

This proposal present 38 projects for funding consideration. These projects have been
categorized into three groups: Caregory 1, Category 2, and Category 3. This subsection
discusses a potential implementation and financing plan for the proposed projects. A6
percent interest rate and an amortizaton period of 20 years with an inflation rate on costs of
3 percent is presented along with a discussion of Proposition 13 funding needed to pricritize
and equitably finance the facilides discussed in this proposal.

The Chino Basin stakeholders and applicants have agreed and are submirting 38 projeczs for
50 percent Proposition 13 funding. The remaining funding would be developed by the
respective project sponsoring agency through local financing payment using various local
resources.

Groundwgter Storagge Prograoms
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SECTION 3 DETAILED INFORMATION FOR SCORING
METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNLA

ATTREAY
1

3E{wv) Cost Per Acre-Foot Dry-Year Yield

Modifications to the economic analysis methodology provided in Memopolitan’s RFP were
done to accurately reflect the cost and funding required on the proposed projects. The
modifications provide a financial approach using an overall menu of projects on a category
basis. Financial analyses were done for Categories 1, 2, and 3, rather than per each of the
38 projects. This approach was taken to meet the format and page requirement of
Memopalitan's RFP. Economic analysis worksheets have been developed for each Caregory
1, 2, and 3 project, and are available upon request.

These programs provide flexibility and redundancy in Metropolitan's system. This would give
Mermopolitan the ability to provide water services in a more efficient and reliable way o its
service area. For example, if, during a dry year, Chino Basin overpumps an extra 20,000 AFY .
above the allotred safe vield (140,000 AFY), or 160,000 AFY, the overproduction would need
to be replenished. Therefore, during wert years and normal years, an additional 20,000 AFY
~of imported water would need to be provided by Metropoliran to meet this replenishment
obligation. The Chino Basin agencies will have the ability to take extra water “in-leu” of
pumping the groundwater. The economic analysis methodology spreadsheer has been
modified to reflect these types of operaring conditions.

The economic analyses assume takes from Chinc Basin at five-year interval startng in vear
2003. Purs to storage would occur the following year for the same rotal annual take capacity.
Category 1 economic analyses assume Metropelitan would provide 50 percent capiral funding
from Proposidon 13, an $85/AT O&M cost for wellhead treatment, 360/AF pumping cost
associated with rakes from storage, and a $90/AF replenishment cost, which corresponds to
put to storage. Categories 2 and 3 assume that Metropolitan would provide 50 percent
capital funding as well as pumping and replenishment costs.

~ Table 3E-1 summarizes the project cost per acre-foot of dry year yield for the three categories.

TABLE 3E-!
Project Cost per Acre-Foot Dry-Tear Yield
PROIECT DESCRIPTICN ZOST PER ARCE-FOOT OF DRY YEAR YIELD
Category | $159
Category 2 gtig
Cazegory 3 $i94

Groundwoter Storagage Programs
INLAND EMPIRE UTILITY AGENCY 3
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3F. DESCRIBE HOW PROJECTS WILL MEET OVERLYING DEMAND
3F() Storage Within a Four-year Period

The Chino Basin is the largest basin available for conjuncrive use in Southern California. The
Basin has 5 MAF of storage of which 1 MAF is unused. Currently, water agencies have
approximately 170,000 AT of srorage in excess of the Basin's safe vield. The OBMP Peace
Agreement has approved 500,000 AF for additional dry year storage. This storage capacicy
would be sufficient to accommodate several years of imported deliveries. The proposed
projects would enable the basin to be recharged during periods of surplus imported supply via
direct deliveries in-lieu of groundwater production.

Figure 3F-1 illustrates how the existing Chino Basin groundwater resources can be urilized in-
lieu of direct imported deliveries.

"This example on the figure shows that an additional 20,000 AF of groundwater could be
extracted during a dry year tc meet demand. Implementation of these projects would allow
Chino Basin pumpers o significantly increase their dry year pumping abilicy. The magnirude
of the Basin allows overproduction for considerably more than four years.

Figure 3F-1
Chino Basin In-Lieu Process
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The Chino Basin is in a2 unique position to develop a regicnal conjuncrive use program that
will efficiently meet overlying demands via in-lieu deliveries. Several of the proposed projects,
including injection wells and other ASR facilities, will increase the Chino Basin’s “put and
rake” capacity, while new wells and wellhead treatment projects primarily will increase the

“rake” capacity of the Basin.
 3F(i) Meeting the IRP 3:1 Goal

As shown in the discussion above, the complete program presenced in this proposal could
acrually exceed RIP goals of a 3:1 raric.

Groundwaogter Storage Programs
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3G RISK MANAGEMENT
The projects described in this proposal are vircually “risk free.”

3G{i) Description of Project Risks

Metropolitan can be assured that high guality water supplies would be available as needed,
without threat of loss of or contaminarion of stored supplies. Several of the proposed projects
provide treatment to ensure the water produced meets all regulatory standards. Furthermore,
since these projects do not require Metropolitan to prestore water in the Chine Basin,
concerns over loss of or contamination of stored water would be eliminated.

3G ) Approach to Risk Management

Cur Program Concept approach provides a menu of alternatives in-lieu of a single project.
This diversification minimizes Metropolitan’s tisks by not pucting “all of Metropalitan's eggs
inco one basket.”

The Chino Basin stakeholders rthrough the Peace Agreement have reached accord on the
OBMP, which cutlines (“requires”) management of the available groundwater resource to
optimize not only the local area resources, but also our regional resources.

The variety of projects we have developed accomplishes these goals both locally and
regionally. Assisting the local agencies with project implementation provides Merropolitan

" the flexibiliry to utilize groundwater resources when imported supplies are short. Under the
Peace Agreement, the Chino Basin agencies need Metropolitan's help to finance projects that
pravide the redundancy o allow them to work with Merropolitan or over produce the

- groundwater basin when imported supplies are not readily available.

The Chino Basin agencies look forward o entering into a cooperative agreement with
Metropolitan to start the implementation of these projects that will ultimately lead to being
able to produce more than 149,000 AT of water. The agencies are ready to enter into a
contract with and to guarantee these supplies to Metropolitan.

3G(iii) Indemnification

The OBMP is mandared by the Court. Metropolitan is thus assured that, with the
implementarion of these projecrs, the contract supplies would be available when needed.

Groundwogter Storaogge Progroms
INLAND EMPIRE UTILITY AGENCY 6.
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MWD
METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

Office of the General Manager

April 10, 2001

Mr. Richard W. Atwater

Chief Executive Officer/General Manager
Inland Empire Utilities Agency

P.O. Box 697 .
Rancho Cucamenga, CA 91729-06%7

Chino Basin Programs
Participation in Groundwater Storage Proerams Using Proposition 13 Funding

Thank you for your subrnittal to the Request for Proposal for Participation in Groundwater
Storage Programs Using Proposition 13 Funding (RFP No. WRM-2). We are pleased to inform
you that the Selection Committee has identified your propasal to be included in the shortlist to
receive Prop 13 funding.

In April 2001, the Metropolitan Board of Directors directed staff to finalize agreement terms for
conjunctive-use program inchuded in the shortlist. Several milestone targets are identified in the
REP as requirements for continued consideration for funding (Table 1 - Performance Targets
from RFP WRM-2). Each proposal is required to meet the targets and deadlines to receive
funding. If 2 shortlisted proposal does not meet all of the requirements specified in the RFP,
Metropolitan will have the opticn to disqualify such proposal and finalize agreement terms with
a proposal in the waitlist.

We anticipate sending a draft agreement in the near future. As noted in the enclosed schedule,
the RFP requires program agreement terms to be finalized by August 2001.

Please contact Robert Harding at (213) 217-6582 if you have any questions.

Very truly yours,

%ﬁ;
Ronald R. Gastelum
General Manager

EF:el
arcluster[0\shared\carres\prop 13 shortlist-ir.doc

Enclosure

700 N, Alameda Street, Los Angeies, California 30012 » Mailing address: Box 54153, Los Angetes, Caiffornia 90054-0153 « Telephone (213) 217-800C
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ENCLOSURE 1

REQUEST FOR PROPOSALS FOR PARTICIPATION IN GROUNDWATER
STORAGE PROJECTS USING PROPOSITION 13 FUNDS (RFP No. WRM-2)

TABLE 1
PERFORMANCE TARGETS
Consequence if Target is
Date Target Not Achieved

!

Proposal will be rejected

[

August 1, 2001

|

January 19, 2001 g Receive Proposals
i
l Finalize Agreement Terms

3

Proposal will be rejected

‘Completion and certification of all
environmental docurnents necessary to
J comply with CEGA

Leptember 1,2002

Proposal will be rejected

Constructicn Initiated

! September 2003

A

Agreements Terminated

oi\cluster1 (\sharedicorres\prop 13 shortlist_attch.doc
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Exhibit E

PROCEDURE FOR INITIAL CALCULATION OF
METROPOLITAN STORAGE ACCOUNT
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“xhibit E s to itemize a pre-existing storage account to be rolled over into Metropolitan’s Storage
Account. This rollover water is to be called and sold to IEUA on a first m/first out basis, The applicable
water rate o be paid for each rolled over account 1s specified in this exhibit, as is the responsibility for

extraction costs, facility maintenance fees, etc.

|

Responsibility

Quantity of | Water Rate to be Paid for Costs:
Water Water when called under this | Electrical and ’Losses
Account | Transferred| Agreement for firm Operation &
(Acre-feet) delivery Maintenance
Costs
Trust Storage Untreated replenishment rate
NN g 4,739 at the time the water is called IEUA None
Account )
under this Agreement
Trust Storage
Account Untreated replenishment rate
(2003 Tnterim X! at the ’cdime ﬂ;t‘xe :ater is ca}led IEUA None
Conjunctive under this Agreement
Use Program)

' Acre-feet of water stored by Metropolitan in the Chino Basin with the authorization of the
Watermaster since March 1, 2003 under the 2003 Intenim Conjunctive Use Program letter

agreement dated April 4, 2003,
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Exhibit ¥

ACCOUNTING METHODOLOGY

Annual Operating Plan

Commencing upon the Effective Date of this Agreement and thereafler prior to the beginning of
each fiscal year, the Operating Committee will develop an Annual Cperating Plan to forecast
[EUA’s and TYMWD’s operations for the coming year in terms of groundwater production and
imported water delivery absent the Program, as well as intended storage through in-lieu
deliveries, injection and direct spreading, and extraction. Deliveries to the Metropolitan Storage

Account through in-lieu deliveries, injection, or direct spreading will be determined using
methodologies detailed in this Exhibit F.

The Annual Operating Plan must reflect IEUA’s and TVMWD’s monthly operations in terms of
groundwater production and mmported water deliveries absent the Program. If water is to be
stored through direct injection or spreading ot in-lieu deliveries, the Annual Operating Plan must
indicate the months when the deliveries to the Chino Basin are expected to occur. If water is to
be extracted, the operating schedule must reflect the amount of imported water that will be
delivered from the Metropolitan Storage Account each month.

Upon call by Metropolitan for storage or extraction, the Operating Committee shail prepare a
revision to the Annual Operating Plan for submission to Metropolitan, IRUA, TVMWD, and
Watermaster, which would indicate the revised monthly storage or extraction amounts for the
Metropolitan Storage Account. Metropolitan shall invoice for exiracted Stored Water Delivery
on a monthly basis at the firm water rate minus pumping and Operations and Maintenance Costs,
according to the revised Annual Operating Plan. Any adjustments to the quantities billed shall
be made during the year-end reconciliation.

Calculation of Storage and Extraction

[EUA and TVMWD shall account for all water stored and extracted in the Chino Basin by their
respective subagencies and sach submit its certification of these total amounts and the subset of
these arnounts achieved for the Metropolitan Storage Account. [EUA and TVMWD shall each
submit this certification to Metropolitan and the Watermaster on a monthly basis. At the end of
each fiscal year, TEUA and TVMWD shall performn an annual assessment of total storage and
extraction and the subset achieved for the Metropolitan Storage Account. Any adjustments to
the monthly submittals shall be provided by IEUA to Metropolitan and to the Watermaster in a
timely manner for consideration in the preparation of the Watermaster's annual report.

All accounting for the Metropolitan Storage Account shall conformn to the following unless
otherwise agreed by Metropolitan, [EUA, TVMWD, and Watermaster:

EXHIBIT 11



a. Imnal storage balance upon execution of this Agreement shall be consistent with Exhibit E
“Procedure for Initial Calculation of Metropolitan Storage Account”. This mitial storags balance
1s firm water to be billed at the rate designated in Exhibit E upon its extraction. This water,
when extracted, shall be part of [EUA’s firm water allecation pursuant to the rate structure. This
water shall be first in, and first out of the Metropolitan Storage Account.

b, All other water delivered to the Metropolitan Storage Account shall be “new wet-water
storage” 'to the Chino Basin, and not accomplished through an accounting transfer of pre-existing
storage. New storage is achieved through demonstrated in-lieu delivery spreading, or imjection
of imported water supplied by Metropolitan.

c. Monthly amounts certified by IEUA or TVMWD as in-lieu storage cannot exceed:

1. extraction capacity available within JTEUA’s or TVMWD’s service area in the month
certified, and ’

2. amount of firm water purchased by IEUA or TVMWD from Metropolitan in the
month certified.

In-lieu storage amount will be equal to the difference between the amount pumped during the
year and the sum of the pumping rights, but in nc case shall be larger than the quantity of water
purchased from Metropolitan or the pumping capacity.

Within two months foliowing the formal issuance of Watermaster’s annual report, the Operating
Comumittee shall perform an annual reconciliation of Metropolitan and IEUA’s and TVMWD's
records with the Watermaster report with respect to total storage and/or extraction from the
Metropolitan Storage Account and Metropolitan's water billing inclusive of credits for the
Operation and Maintenance Costs and Electrical Costs, and prepare any needed paperwork for
adjustments to the billing.

[
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Exhibit G

Chino Basin Conjunctive Use “Dry Year” Storage Project
Performance Criteria

Metropolitan may, on fifteen (15) days notice, require Program Agency to meet the objectives of
the project as follows:

1 ' TEUA and TVMWD agree to reduce imported water deliveries by approximately
33,000 AF from the preceding 12 month period during the next 12 month périod; and

2y [EUA, TVMWD and Chino Basin Watermaster through their agreements with
Operating Parties will cause to be pumped during the next 12 months 33,000 AF from
the Metropolitan Storage Account; and

3) Chine Basin pumping by the Operating Parties in the Dry Year program within the
Chino Basin appropriative pool will increase over the.previous year by 33,000 AF,

Al] three performance targets do not need to be met precisely ( + or — 10 percent.) As an
example, IEUA and TVMWD would meet the objectives of the program if all three of the
following occurred:
30,000 AF  Reduced imported full service deliveries when compared to the preceding
12 months.
31,000 AF  Pump from Metropolitan Storage Account.
34,000 AF  Increase pumping by Operating Parties, when compared to the preceding
year.

However, the Operating Comunittee may mutually agree that performance targets are met even
though a performance target is not met{a scenario when retail conservation were to exceed 15 -
25 percent or if other local supplies were developed, e.g., dramatic increase in recycled water
use, may reduce the opportunity for the retail agencies to pump 33,000 AF from the Metropolitan
Storage Account.) In this case, the Operating Commitiee would need to agree on the variance
procedures for accepting a modified performance farget after the episode. It should be generally
agreed that additional use and production of ail local supplies native to the Chino Basin area
should not be restricted or cause IEUA, TVMWD or Chino Basin Watermaster (or the Operating
Parties) to be out of compliance cf the performance target, It should aiso be agreed that if IEUA
and TYMWD retailers demand firm water from Metropo’htan over the twelve month period, the
pumped water would come from the Metropolitan Storage Account up to 33,000AF.

The objective of the program is to provide 33,000 acre-feet of additional pumping capacity in the
Chino Basin for dry year use, to aliow Metropolitan, IEUA and TVMWD the fiexibility to utilize
the Facilities in the mest efficient manner possible (including normal year and wet years) and to
ensure that upon a call of Metropolitan’s stored water, Facilities will be used to provide an
additional supply of water to meet [EUA’s and TVMWD’s needs. A partial call will be
addressed through a pro rata performance of all three objectives .
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Exhibit H

DESCRIPTION OF PROGRAM FACILITIES & OPERATING PARTIES

Capacﬁ

“Monte Vista County Water

2,419 AFY

| 2,000 AFY | $1,700,000 First & San Lorenzo
Monte Vista County Water | 4 544 AFY | $1428.200 Palo Verde & Benson
City of Chino’ 1,158 AFY $1,072,043 Palo Verde & Benscn
City of Upland 3,001 AFY $2,776,064 Ninth & Mountain
City of Chino Hills 1,448 AFY \ $1,338,838 Chino Hills Pkwy & Ramona
Cucamonga County Water | 5 ngg ary | 52,856,400 Amethyst & Apricot
City of Ontario 1,544 AFY 51,428,200 Cucamonga & 4"
Fontana Water Company 1,733 AFY $1,293,065 san %L?;?;;’?igocirg:erry;
aurupa Community | 2,000 AFY $1,494,000 Etiwanda & 60-fwy

Total Treatment Faciiities. 17 517 AFY $15,386.940 =

District $4,572,581 Monte Vista & Richton
Cucamonga County Water . ] ) EastAvenue & |-15;
District 8.83ZAFY | 4,245,068 Cleveland & 7"

. . , (1) 3 of 5 potential sites around
City of Ontario 6,532 AFY i $4,245,968; City of Ontario
Total Well Capacity: ! 15,483 AFY $10,064,517 -—
Total Extraction Capacity }
(Treatment + Well 33,000 AFY $25,451,427 @

Capacity):

1). Same of the facilities constructed by the City of Ontario and Cucamonga County Water District will be funded by

Propositien 13 Funds.

2). The Total Program Costs i3 $27.5 millicn. This exhibit estimates that 32 million will be spent on CEQA, pre-design, and
modeling plus 348,573 in unallocated reserve funds.

The foregoing list is a preliminary list of the Parties as of the Effective Date. Individual items on this
Exhibit H may be adjusted from time to time by written notice from IEUA or TVMWD, as applicable,
and Watermaster to Metropolitan. Each such notice shall specify the items to be adjusted and the amount
of adjustment and shall certify to Metropolitan that after making such adjustment the Operational
Capacity Threshelds continue to be met. Each notice which meets the requirements of this paragraph
shall modify this Exhibit H to the extent provided in the notice.
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Exhibit H

DESCRIPTION OF PROGRAM FACILITIES & OPERATING PARTIES

$1.700,000

£l

irst & San Lorenzo .

Mnte Vista County Water

fa

2,418 AFY

Pomona . 2,000 AFY | F
" ! !

g@iz?:iit\hsta County Water } 1,544 AFY $1,428.200 Palo Verde & Benson
City of Chino’ L 1,159 AFY $1,072,043 Palo Verde & Benson
City of Upland | 3,001 AFY $2,776,064 Ninth & Mountain
City of Chino Hills | 1,448 AFY 51,338,938 Chino Hilis Pkwy & Ramona
g;‘s‘ifi";‘f“ga County Water \ 3,088 AFY | $2,856.400 Amethyst & Apricot
City of Ontario | 1,544 AFY $1,428,200 ™M Cucamonga & 4™
Fontana Water Company 1,733 AFY 51,293,085 San %S;?;;?igocié:erw;
Jurupé Community S
Services District 2,000 AFY | $1,494,000 Etiwanda & 60-fwy

Total Treatment Facilities 17 5'17 AFY $15.386.910 .

Capacity):

District $1,572,581 Monte Vista & Richton -
Cucamonga County Water o ) East Avenue & |-15; v
District 6,532 AFY | 54,245,968 ~ Cleveland & 7%
, : . () 3 of 5 potential sites around

| City of Ontario | 5.532 AFY | $4,245,968/ City of Ontario

Total Well Capacity: | 15483 AFY | $10,064,517 —

Total Extraction Capacity , ,

(Treatment + Well | 33,000 AFY $25,451,427 ¥

|

1). Some of the facilides constructed by the City of Ontario and Cucamonga County Water District will be funded by

Proposition 13 Funds.

2). The Total Program Costs is $527.5 millon. This exhibit esumates that $2 million will be spent on CEQA, pre-design, and
modeling pius 348,573 in unallocated reserve funds,

The foregoing list is a preliminary list of the Parties as of the Effective Date. Individual items on this
Exhibit H may be adjusted from time to time by written notice from IEUA or TVMWD, as applicable,
and Watermaster 10 Metropolitan. Each such notice shall specify the items to be adjusted and the amount
of adjustment and shall certify to Metropelitan that after making such adjustment the Operational
‘Capacity Thresholds continue to be met. Each notice which meets the requirements of this paragraph
shall modify this Exhibit H to the extent provided in the notice.
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" FILED-Rancho Cucamonga District
SAN BERNARDINO COUNTY
SUPERIOR COURT

JUN © 5 2003
ovteedCits, |
Cepyty
SUPERIOR COURT FOR THE STATE OF CALIFORNIA
FOR THE COUNTY OF SAN BERNARDINO
CHINO BASIN MUNICIPAL WATER ) CASE NO. RCV 51010
DISTRICT, ORDER CONCERNING
Plaintiff GROUNDWATER STORAGE
: PROGRAM FUNDING AGREEMENT--
vs. AGREEMENT NO. 49960.
CITY OF CHINO, et al.,
Defendants Bg:)etg g“he 5, 2003
Time: 1:30 p.m.
Background

Program Element 9 of the court-approved implementation Plan for the Chino
Basin Optimum Basin Management Program (“OBMP”) calls for the development and
implementation of storage and recovery programs to ensure that Chino Basin water and
sto_rage capacity are put to maximum beneficial use. The initial target for the
cumulative quantity of water to be held in storage is an additional 500,000 acre-fest.
(Implementation Plan, Program Element 9, subdivision (c){iv){@).) In developing

storage and recovery programs, Watermaster is to give first priority to storage and

1
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recovery programs that provide broad mutual benefits to the parties to the Judgment.
(Id. at subdivision (c)(iv)(b).)

Watermaster has taken the first step in developing siorage and recovery
programs, by negotiating a Dry Year Yield {(*DYY”) Program for the Basin.
Watermaster seeks review, under paragraph 31 of the Judgment, of its approval on
March 27, 2003, of the Groundwater Storage Program Funding Agreement No. 49960
(*Funding Agreement”). The Funding Agreement contains the financial terms for a new
100,000 acre-foot storage account for Metropolitan Water District of Southern
California ("MWD”)."

Watermaster requests an order from this Court “declaring that the [Funding]
Agreement is consistent with its responsibilities under the Peace Agreement.” (Motion,
p. 2, lines 2-3.) Watermaster asserts that the guestion to be decided by the Court i
whether or not the Funding Agreement satisfies Watermaster's commitments under]
section 5.2 (c) of the Peace Agreement. Consistent with the Implementation Plan, the
Peace Agreement provides, at section 5.2(c)(iv)(b), that Watermaster is to give first
priority to storage and recovery programs that provide broad mutual benefits to the

parties to the Judgment.

Discussion

A. Funding Agreement is not a “Storage Agreement” as that term is used in the

Judgment.
The Judgment provides, at paragraph 28, that groundwater storage agreements

are to contain terms that will preciude operations having a substantial adverse impact
on other producers. The Judgment further provides, at Exhibit “I,” that groundwater

storage agreements are to contain specified information related to storage:

' MWD has three existing storage accounts.
2 All references 1o “Peace Agreement” are to the Chino Basin Peace Agreement, dated June 29, 2000.

2
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Watermaster takes the position that the Funding Agreement itself is not a
“Storage Agreement,” as that term is used in the Judgment. “[Wlhile the [Funding]
Agreement commits the parties to allocate 100,000 AF of the 500,000 AF Storage and
Recovery Program to Metropolitan, the specific location and operation of the faciiities
necessary to accomplish this commitment must still be analyzed by Watermaster
under the Material Physical Injury standard of the Peace Agreement and Rules and
Regulations. This approval will take the form of Watermaster approval of the Local
Agency Agreements by way of a Storage and Recovery Application filed under Article
X of Watermaster's Rules and Regulations.

“The [Funding] Agreement itself contemplates the necessity of such further
Watermaster approval. The Agreement contains the provisions that: ‘Watermaster
reserves the right to approve the location and amount of storage and extraction
pursuant to this Agreement, in accordance with the Judgment, OBMP and its policies
applic_able to the Judgment Parties.” [Citation.]" (Motion, p. 8, lines 11-22.) The Cou_r't
is concerned that the quoted language does not clearly state that a Storage
Agreement allowing use of the 100,000 acre-feet storage account contemplated by the
Funding Agreement has riot yet been completed and must still be approved by both

Watermaster and this Court. As noted, Watermaster indicates that approval of a

Storage Agreement will be in “the form of Watermaster approval of the Local Agency

Agreements by way of a Storage and Recovery Application filed under Article X of
Watermaster's Rules and Regulations.” It is not clear to the Court how or in what form
this approval process will be conducted. However, it is clear that until Watermaster
and this Court approve the Local Agency Agreements and Storage and Recovery
Application, or some equivalent approval process is completed, the storage and
recovery program cannot be undertaken. The Judgment mandates that the Funding
Agreement be reviewed in this context.

i

i
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itself (Exhibit 1), copies of the two Watermaster staff reports, upoh which the Advisory

B. The Court’s review of the evidence is “de novo.”

Under paragraph 31 of the Judgment the Court's review of any Watermaster
action or decision is “de novo.” Watermaster's findings, if any, may be received in
evidence at the hearing but shall not constitute presumptive or prima facie proof of any
fact in issue. Of course, this does not mean that Watermaster’s decision is entitled to
no weight at all. (Cf. Fukuda v. City of Angels (1999) 20 Cal. 4" 805, 817.) The key is

that the Court looks at the evidence anew.

C. The weight of the evidence supports the finding of “broad mutual benefit.”

As noted in the introduction, both the Implementation Plan for the OBMP and the
Peace Agreement, which facilitates implemeniation’ of the OBMP, provide criteria to
guide Watermaster in evaluating a storage and recovery program. “Wa’ﬁermast_er shall
pricritize its efforts to regulate and condition the storage and recovery of water
developed in a Storage and Recovery Program for the mutual benefit of the parties to
the Judgment and give first priority to Storage and Recovery Programs that provide]
broad mutual beneﬁts...” (Implementation Plan, Progrém Element 9, subdivision
(c)(iv)(b); Peace Agreement, section 5.2 (c)(iv)(b).)

In support of its motion, Watermaster offers a copy of the Funding Agreement

Committee and Board’s decisions were based (Exhibits 2 & 3), and copies of previous
storage agreements with MWD (Exhibits 4-8). The Court has received no objections to)
the evidence, nor any opposition to the motion. The evidence submitted establishes
the following. |

in November 2000, MWD issued a request for proposals for groundwatern
storage programs using funds from Proposition 13. In January 2001, Watermaster and
IEUA jointly submitted a proposal to MWD for a groundwater conjunctive use storagel
program. In April 2001, MWD approved the proposal, which includes funding in the

amount of $27.5 million to be used for new production facilities—wells and wellhead
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treatment facilities. The new facilities will provide new pumping capacity for
participating parties. Of the $27.5 million, $9 million will come from the Californig
Depariment of Water Resources (‘DWR”), using Proposition 13 funds, and $19.5
million will come from MWD. MWD will édvance $1.6 million to IEUA for costs|
associated with CEQA compliance and preliminary engineering studies, including
modeling of the Basin. CEQA approvals were completed in December 2002.

The term of the storage program is 25 years, with optfona! fivé—year renewal
terms, up to a maximum term of 50 years. The storage target for the program is
100,000 acre-feet per year, which is {o be stored by MWD in wet years. The annual
yield target is 33,000 acre-feet per year, which is to be produced from the Basin in
times of imported water shortages, using the new facilities. A key point in the program
is that MWD will allow local control and use of the facilities to be constructed. Hence,
the new facilities will provide infrastructure that will be of general benefit to Basin
pumpers. __

Several Appropriative Pool members will be participating in the Program: Cities
of Chino, Chino Hiils, Ontario, Pomona®, Upland, and the C.ucamonga County and
Monte Vista Water Districts. San Antonio Water Company, Fontana Water Company
and Jurupa Community Services District have also initiated negotiations concerning
their parﬁcipation. When MWD delivers in-ieu water into the new storage account, that
water is to be provided to the participating entity at no cost, resulting in a deferred
water cost. When MWD calls for extraction of the water, it will pay the operation and
maintenance costs of the extraction facilities attributed o its use of the facilities, and
also will pay the unit electrical cost for pumping the stored water. Further, MWD wil]
pay an administrative fee of $132,000 to offset the Watermaster staff time necessary to
administer the program, which will require detailed record keeping. The administrative

fee will be escalated using the lesser of 2.5% or the consumer price index.

® Three Valley Municipal Water District is a party to the Funding Agreement to facilitate the City of
Pomona’s participation. '
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'Furthermore, the program meets the goals of the Basin's ...(OBMP), which are:

The benefits, costs and obligations of the Funding Agreement will be passed on
to the participating entities. Further, the DYY Program will have general benefits for
Basin Pumpers. The DYY Prografn benefits were addressed in Watermaster's Dry
Year Yield Project Memorandum (“DYY Memorandum®), dated February 13, 2003
(Exhibit 2); they are listed on page 6 of the DYY Memorandum. B!eck_ and Veatch
estimated cash flows for benefits and costs over the life of the program, and prepared a
financial analysis (Attachment lil to the DYY Memora’ndum),' which quantifies program
benefits. Black and Veatch also prepared a conceptual facilities report related to the]
DYY Program (Attachment Xli to the DYY Memorandum). Black and Veatch conciudeJ

the DYY Program “will effectively meet overlying demands via in-lieu water deliveries.

Enhance basin water supplies []] Protect and enhance water quality []] Enhancel
management of the basin [11] Equitably finance the OBMP” (Attachment XII, p. 5.)
Ruling

The Court finds that the weight of the evidence supporis Watermaster's finding
that the DYY Program, as described in the Funding Agreement, will provide broad
mutual benefits to the parties to the Judgment. |

The Court further finds that Watermaster's approval of the F undtng Agreement
is consrstent W|th its responsibilities under the Peace Agreement WhICh in turn ..

facilitates implementation of the court-approved OBMP.

Dated: June 5, 2003 %’M Aétw%

\ /J Michael Gunn, Judge
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FILED.Rancho Cucamanga District
SAN BERNARDINO COUNTY

CHINO BASIN WATERMASTER SUPERIOR COURT
Case No. RCV 51010 _ JUN 122003
Chino Basin Municipal Water District v. The City of Chino

f
By M@%ﬂ
. (S Doputy
PROOF OF SERVICE ¢ W

| 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, 8632 Archibald Avenue, Suite
109, Rancho Cucamonga, California 91730; telephone (909} 484-3888.

On June 11, 2003 | served the following that were heard on:

June 5, 2003,1:30 p.m., Dept. R8

A. Order Concerning Groundwater Storage Program Funding Agreement —
Agreement No. 49960

B. Order Receiving Watermaster’s 25" Annual Report and Status Reports Nos. 5 & 6;
Order Confirming Intervention of Niagara Bottling Company

I 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 aftached service list:
Attorney Service List
Mailing List 1

{___{ BY PERSONAL SERVICE: | caused such envelope to be delivered by hand fo the addressee.

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

[ x/ BYELECTRONIC 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 June 11, 2003 in Rancho Cucamonga, California.

ﬂﬁ@w Z}fwa/

Mary Staula /
Chino Basin Watermaster
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|
. . JEAN CIHIGOYENETCHE
gl-? EI[EYSFLEX{TFORNI A CIHIGOYENETCHE, GROSSBERG & CLOUSE
8038 HAVEN AVENUE
OFFICE OF THE ATTORNEY GENERAL SUITE E

300 S SPRING ST 11" FLOORNTOWER  RANCHO CUCAMONGA, CA 51730
LOS ANGELES CA 90013-1232
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Anne Schnelder (E-mail)
Art Kidman {(E-mail)

Boyd Hill (E-mail)

Chris Swanberg (E-mail}
Craig Stewart

Dan McKinney (E-mail)
Pavid B Anderson (E-mail)
Eric Gamer {E-mail)

Fred Fudacz (E-mail)
Gene Tanaka (E-mail)
Geralyn Skapik (E-mail}
James P Morris (E-mail)
Jariath Oley (E-maii).
Jean Cihigoyenetche (E-mail)
Jess Senecal (E-maif}
Jim Erickson (E-mail 3)
Jim Erickson {E-mail}

Jim Markman (E-mail}
Jimmy Gutierrez (E-mail)
John Schatz (E-mail}
John V. Rossi

Marilyn Levin (E-mail)
Maxine Maritz (E-mail}
Michael Fife (E-mail)
Michelle Staples (E-mail)
Peter Von Haam (E-mail)
Robert Dougherty (E-mail)
Ron Small {E-mail)

Scott Slater (E-mail)
Steve Kennedy (E-mail)
Thomas S Bunn (E-rnail)
Timothy Ryan {E-mail)
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William J Brunick {E-mail)
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dmckinney@rhlaw.com
danders@water.ca.gov
elgamer@bbklaw.com
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gskapik@bwslaw.com
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Jean CGC@hotmail.com
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Jim@city-attorney.com
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jmarkman@rwglaw.com
jimmy@city-attomey.com
ischatz13@cox.net
JRossi@CBWM.ORG
marilyn.levin@doj.ca.gov
mmariiz@bwslaw.com
Mfife@hatchparent.com
mstaples@jdplaw.com
peter.vonhaam@doj.ca.gov
RED@covcrowe.com
ron.small@dgs.ca.gov
sslater@hatchparent.com
BRALBA@eee.org
TomBunn@Lageriof.com
tiryan@sgvwater.com
THMcP@aol.com
bbrunick@bbmblaw.com
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MAILING LIST 1
UPDATED 7/9/62

BOB BEST :
NATL RESOURCES CONS SVS
25864BUSINESS CENTER DR K
REDLANDS CA 92374

STEVE CORTNER

VULCAN MATERIALS COMPANY
P.0.BOX 39756

LOS ANGELES CA 50039

ROBERT DEBERARD
CHAIRMAN-AG POOL
1886 UKIAH WAY
UPLAND CA 01784

GLENN DUNCAN

CEWM BOARD/ALTERNATE
P.0. BOX 867

CHINO CA 91708-0667

RALPH FRANK
755 LAKEFIELD RD #E
WESTLAKE VILLAGE CA 21361

JIM GALLAGHER

SOUTHERN CALIFORNIA WATER CO
2143 CONVENTION CTR WAY STE 110
ONTARIO CA 91764

CARL HAUGE

SWRCB

P.O. BOX 942836
SACRANMENTO CA 94236-0001

ANNESLEY IGNATIUS
COUNTY OF SAN BERNARDING FCD
825 E 3RD ST

SAN BERNARDINO CA 92415-0835

PATRICK KING

CONSULTANT TO SENATOR NELL SOTO
822 N EUCLID AVE |

ONTARIO CA 91762

RICHARD ANDERSON
1385 W FOOTHILL BLVD STE 1
UPLAND CA 91786

BRUCE CASH

UNITED WATER MGMT CO INC

1905 BUSINESS CENTER DR STE 100
SAN BERNARDINO CA 92408

PAVID B COSGROVE
RUTAN & TUCKER

611 ANTON BLVD STE 1400
COSTA MESA CA 52626

NATHAN DEBOOM

MILK PRODUCERS COUNCIL
5370 SCHAEFER AVE, SUITE A
CHINO CA ¢1710

GLEN DURRINGTON
5512 FRANCIS ST
CHINO CA 91710

CARL FREEMAN

L. D. KING

2151 CONVENTION CENTRE WAY
ONTARIO CA 91764

JACK HAGERMAN

STATE OF CALIFORNIA CIM
4158 CENTER ST

NORCO CA 92860

PAUL HOFER

CBWM BD (AG)
11248 S TURNER AVE
ONTARIO CA 91761

STEVE JOHNSON
STETSON ENGINEERS INC
3104 E GARVEY AVE
WEST COVINA CA 81791

KRONICKET AL
KRONICK MOSKOVITZ TIEDEMANN &
GIRARD
400 CAPITOL MALL 27TH FL
SACRAMENTO CA 95814-4417

RODNEY BAKER

COUNSEL FOR EGGSWEST & JOHUNSON
BROS

P.0. BOX 438
COULTERVILLE CA 95311-0438

JEAN CIHIGOYENETCHE
CHIGOYENETCHE GRSBRG & CLSE
8038 HAVEN AVE STEE

RANCHO CUCAMONGA CA 21730

DAVID DE JESUS
TVMWD

146 E COLLEGE ST
COVINA CA 91723

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

BOB FEENSTRA

MILK PRODUCERS COUNCIL
5370 SCHAEFER AVE, SUITE A
CHINO CA 91710

MARK GAGE P E

GEOMATRIX CONSULTANTS INC
2101 WEBSTER ST #1200
OAKLAND CA 94612

" PATSY HAMILTON

STATE OF CALIFORNIA CIW
P.0O. BOX 86000
CORONA CA 91718

CLARK IDE

OCWD GENERAL COUNSEL.

P.O. BOX 8300

FOUNTAIN VALLEY CA 92723-8300

ROB KETTLE

STATE OF CALIFORNIA CIW
P.0. BOX 6000

CORONA CA 91718

BOE KUHN

CBWM BOARD {TVMWD)
669 HUNTERS TRAIL
GLENDORA CA 21740
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RONALD LA BRUCHERIE
12853 S BAKER AVE
ONTARIO CA 91i761-7803

MARILYN LEVIN

OFFICE OF THE ATTY GEN DEP AG
300 S SPRING ST 11TH FL N TOWER
LOS ANGELES CA 90013-1232

ALAN MARKS
CTY OF SAN BERN CTY CNSL
157 W 5TH ST
SAN BERNARDINO CA 92415

ROBB QUINCEY
CITY OF HESPERIA
15776 MAIN ST
HESPERIA CA 92345

DAVID RINGEL
MONTGOMERY WATSON
P.O.BOX 7002

PASADENA CA 91108-7009

PATRICK SAMPSON
P.0. BOX 660
POMONA CA 91769

JUDY SCHURR
76433 SHOSHONE DR
INDIAN WELLS CA 92210

NELL SOTQ

STATE CAPITOL

ROOM NO 4066
SACRAMENTO CA 95814

SWRCB
SWRCB
P.O. BOX 2000 .
SACRAMENTO CA 95808-2000

R.E. THRASH Il
PRAXAIR

5705 AIRPORT DR
ONTARIO CA 91761

PAULA LANTZ

CBWNM BOARD ALTERNATE
P.O. BOX 2701

POMONA CA 81769

CARLOS LOZANO
STATE OF CA YTS
15180 S. EUCLID

CHINO CA 91710

ROBERT NICHOLSON
CBWM BOARD/ALTERNATE
P.O. BOX 6010

EL MONTE CA 91734-2010

ROBERT REITER
SAN BERNARDINO VALLEY MWD
P.0. BOX 5906 _

SAN BERNARDINO CA 92412-5906

ARNOLD RODRIGUEZ

SANTA ANA RIVER WATER CO
10530 54TH ST

MIRA LOMA CA 91752-2331

JOSEPH C SCALMANINI
500 FIRST ST _
WOODLAND CA 958695

DAVID SCRIVEN

KRIEGER & STEWART ENGINEERING
3602 UNIVERSITY AVE

RIVERSIDE CA 92501

BILL STAFFORD

MARYGOLD MUTUAL WATER CO
9725 ALDER ST

BLOOMINGTON CA 92316-1637

MICHAEL THIES

SPACE CENTER MiRA LOMA INC
3401 S ETIWANDA AVE BLDG 503
MIRA LOMA CA 91752-1128

ERNIE VAN SANT

DEFARTMENT OF CORRECTIONS - FAC.

MGMT DIV,
P.O. BOX 942883
SACRAMENTO CA 94283-0001

MARILYN LEVIN
OFFICE OF THE ATTY GEN DEP AG
FAX LIST 213 897-2802

NATHAN MACKAMUL
STATE OF CA/CIW

16756 CHINO-CORONA RD
FRONTERA CA 91720-9508

SANDY OLSON
WALNUT VALLEY WATER DISTRICT
271 5 BREA CANYON RD

WALNUT CA 91789

LES RICHTER
CALIFORNIA SPEEDWAY
P.O. BOX 9300

FONTANA CA 92334-9300

DAN RODRIGUEZ
CBWM BOARD MEMBER
2123 MARQUETTE AVE
POMONA CA 91766

DONALD SCHROEDER
CBWM BD (WMWD})
3700 MINTERN
RIVERSIDE CA 92509

MICHAEL SMITH

NICHOLS STEAD BOILEAU & KOSTOFF
223 W FOOTHILL BLVD #200
CLAREMONT CA 21711-27038

DAVID STARNES

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

JOHN THORNTON

PSOMAS AND ASSOCIATES
3187 RED HILL AVE, SUITE 250
COSTA MESA CA 92625

GEOFFREY VANDEN HEUVEL
CBWM BD {AG)

7551 KIMBALL AVE

CHINO CA 91710
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SYBRAND VANDER DUSSEN
10573 EDISON AVE
ONTARIO CA 91761

RAY WELLINGTON

SAN ANTONIO WATER COMPANY
139 N EUCLID AVE

UPLAND CA '91786-6036

MICHAEL WHITEHEAD
SAN GABRIEL VALLEY WC
P.O. BOX 8010

EL MONTE CA 91734
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giblack@FontanaWater.com
gthibeaul@rb8.swrch.ca.gov
henry_pepper@ci.pomona.ca.us
cnomgr@earthlink.net

Jean CGC@&hotmail.com
jpierson@intexcorp.com
jhuntharris@optimalwater.com
jking@psomas.com
jtbryson@fontanawater.com
jmoody@ci.upland.ca.us
jim_tavior@ci.pomona.ca.us
jorindstaff@sawpa.org
iscai@lsce.com
ischenk@oci.Norco.ca.us
jschumr@earthlink nst
kjeske@ci.ontario.ca.us
kkules@mwdh2o.com
kylesnay@scwater.com
Lisa.Hamilion@corporate.ge.com
mkinsey@mvwd.org _
mark_ward@ameron-inl.com
mwildermuth@wildh2o.com
martin@rauchce.com
mboccadoro@aol.com
miwhitehead@sgvwater.com
mmaestas@chinohills.org
mjmcgraw@F ontanaWater.com
melamamy@ci.ontario.ca_us.
ncliffon@feua.org
farmwatchtoo@aol.com
paula_lantz@ci.pomona.ca.us
peter.vonhaam@doj.ca.gov
raul_garibay@ci.pomona.ca.us
rwellington@tstonramp.com
ratwater33@aol.com
Atwater@ieua.org
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Rick Hansen (E-mail)

Rita Kurth {E-mail)

Robert Del.oach (E-mail)
Robert Rauch (E-mail)
Robert W Bowcock (E-mail)
Robert W. Nicholson (E-mail)
Ron Craig (E-mail}

Steve Arbelbide (E-mati)
Temy Catiin (E-mail)

Tracy Tracy (E-mail)

Vic Barrion (E-mail) )
Virginia Grebbien (E-mail)

~

“mansen@ivmwd.com

RitaK@ccwdwater.com
robertd@ccwdwater.com
robert.rauchcc@verizon.net
bobbowcock@aol.com
rwnicholson@sgvwater.com
RonC@rbf com
sarbelbide@californiasteel.com
teatlin@sunkisigrowers.com
ttracy@mvwd.org
vbamion@reliant.com
vgrebbien@ocwd.com
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