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March 1599

To: ALL ACTIVE AND CONCERNED PARTIES [N CHINO BASIN CASE NO. RCV 51010
(Formerly CASE NO. SCV 164327)

Subject; Nineteenth Annual Report of Chino Basin Watermaster

The Chino Basin Watermaster is pleased to present this Nineteenth Annual Report covering the fiscal
year 1995-96. The Honorable Judge J. Michael Gunn of the Superior Court in the County of San Bernardino
West District received and filed this report on September §, 1998,

A brief summary of activities during this reporting period {July 1, 1995 through June 30, 1898) is as follows:

Total production from the Basin during 1995-96 was 150,689 acre-feet, with production by Poot as follows:

Paol Production {(AF) Initial Operating

Safe Yield (AF}

Appropriative 101,806 54,834
Qverlying (Agricultural) Pool 43,639 82,800
Overlying (Non-Agricultural) Pogl 5,424 7,368
Totals 150,669 145,000

* The Allocated safe yield for the Qverlying (Agricultural) Pool is 414,000 acre feet during any consecutive
five year period, The amount shown above (82,800 acre-feet) is the annual average.

A total of 20,982,323 acre-feet of water was leased among the members of the Appropriative Pool and the
Watermaster to be used to offset current or potential overproduction.

A total of 3,060.948 acre-feet of water was purchased by Watermaster and sold to offset fiscal year 1994-95
overproduction,

As of June 30, 1996 there was 33,749.1 acre-feet of water in the Metropolitan Water District Cyclic Storage
Account and 2,611.900 acre-feet of water was placed in Cooperative Storage Accounts by the City of
Ontaric and the Monte Vista Water District,

Fiscal year 1995-96 marks the thirteenth year that the Overlying (Agricultural) Pocl has not produced its
total five year allocation of safe yield which aflows such water to be available for realiocation to members of
the Appropriative Pool {(Exhibit "H", Paragraph 10, Page 73 of the Watermaster Judgment).

There was 223,748 380 acre-feet of water in local storage accounts at the close of fisca! year 1997-98.

Assessments billed by Pool during 1995-96 for 1894-95 production are as follows:

Appropriative Pool $1,249,119.51
COverlying {(Agricultural) Pool 00
Overlying {Non-Agricultural} Pool 15691.82

$1.264,811.33

Your continued cogperation and input has been greatly appreciated.
Sincerely,

Do SJioeef

Traci Stewart
Chief of Watermaster Services
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NINETEENTH ANNUAL REPORT OF THE CHINO BASIN WATERMASTER

The Chino Basin Watermaster was established under a Judgment entered in the Superior
Ceurt of the State of California for the County of San Bernarding, entitied "China Basin Municipal
Water District v. City of Chino, et al,” (originally Case No, SCV 164327, file transferred August,
1989, by order of the Court and assigned new Case No. RCV 51010}). The Honarable Judge
Howard B. Wiener signed the Judgment on Januvary 27, 1978. The effective data of this
Judgment for accounting and operations was July 1, 1977. This Nineteenth Annual Report
presents an overview of the Waterfmaster process including the Pool and Advisory Committes and
Watermaster activities, and an accounting of production for fisca! year 1995-98

. INTRODUCTION

Beginning in the eary 1870's and continuing for several years, studies and discussions
afmong concerned water producers fesulted it the passage in 1974 of a "Mernorandum of
Agreement on the Chino Basin Plan." In January 1975, Senator Ruben S, Avala introduced
Senate Bill (S.B. 222) in the California Legistatura. This bill authorized a production assessment
levy n the amount of $2.00 per #cre-foot per year for a period of three years. The funds were
utifized to finance what came to be the final effort to draw up a management plan. This effort
included conducting essential studies and negotiations to implement a water management
pragram for the Chino Groundwater Basin.

3.B. 222, was renurmnbered as a part of the Municipal Water District Law at Section 74120
of the Water Code. It was approved by Governior Ronald Reagan and filed with the Secretary of
State on June 28, 1975, Three major groups that represented the majority of the producers
interest bacame active in the early negotiations under $.8. 222, The groups formalized into
committees and eventually became known as the; 1) Overlying [(Agricultural) Pool, In¢luding the
State of California and minimal producers; 2) Overlying (Non-Agricultural) Pocl representing
industries; and 3) Appropriative Pool, representing cities, water districts and water cotnpanies.
Engingering, Jegal and other working sub-comrmittess were formed for the purpose of analyzing
and defining specific problem areas. Reprasentatives of the three pools, when acting together,
were called the "Watermaster Advisory Committee.” The Watermaster Advisary Committes
forwarded recommendations for formal action to the Chino Basin Municipal Water District
(CBMWD), which was assigned the responsibility of administering 5.8. 222,

Sacio-economic, safe yield and other studies were conducted to provide the information
necessary o réach an agreement regarding the allocation of rights between and within the pool
committees. Cost savings were achieved by terminafing many of the studies as soon as the
necessary information was compiled In draft form.




The Watermaster Advisory Committee was established as the policy setting body ang
charged with oversight of Watermaster's discretionary activities. Membaers of each of the three
pool committees met regularly to transact the business concerns of its respective producers.
Decisions affecting more than cne pool committee were forwarded to the Watermaster Advisory
Committee, The Judgment provided a method to detarmine the voting power of the producers on
the committees, through & formula based on assessments paid in the prior year and allocated
safe yield.

Approximately five percent (5%) of the Ching Groundwater Basin is located in Los
Angeles County, fifteen percent (15%) in Riverside County and the remaining portion is in the
waest end of San Bernarging County.

Production information for each pool is provided on Appendix “B",

. WATERMASTER

The fiscal year 1995-96 Chino Basin Watermaster members and elected officers were:

Bilt Hil Chairman

George Borba Vice-Chairman
John L. Anderson Secratary/Treasurer
Anne W. Dunihue Member

Whatt L. Troxel Member

Regular meetings were scheduled for the first Wednesday following sach month that
contained five Wednesdays and were held in the CBMWD Board Room located at 9400 Cherry
Avenua, Building A, Fontana, at 8:30 a.m. Special meetings were noticed as required.

During fiscal year 1995-96, five (5) regular meetings were held as follows:

JULY 19,1685
OCTOBER 18, 1895
DECEMBER 20, 1995
MARCH 20, 1996
APRIL 3, 1996

During fiscal year 1995.96, it was determined that the reappoiniment of the CBMWD
board as Watermaster had not heen submitted to the court for approval in 1833 In January,
1986, a motion was made and supported by a majority of the Advisory Committee to appoint the
Advisory Committee to serve as Watermaster, Initially, this motion was supported by 71.64% of



the Advisory Committee and as provided In Paragraph 18 of the Judgment, Watermaster Counsel
was direcied by the Agvisory Committee 1o file the motion with the Court. A Watermaster Ad Hoo
Transition Committee of pool members and interested parties was formed to work out the logistics
involved with changing the Watermaster. Shortly after the motion was filed, the case was
assigned to the Honorable Judge J. Michael Gunn, Fifteen (15) committee members attended the
first Ad Hoc Transition Commitiee meeting on January 31, 1996, and agreed unanimously to
propose that an arbitrator or an arbitration process be put in place {o address initial concerns
ralsed by some parties to the Judgment regarding the Advisory Committee serving as
Watermaster,

By eary March, the Overlying (Agricultural) Pool and a few appropriators had
reconsiderad their position and were opposed to the motion to appoint the Advisory Committee as
Watermaster, even with an arbitration process. As a result, the motion was taken off calendar,
and additional Ad Hoc Trangition Commitiee meetings were held. These meetings resulted in the
development of a proposal for a nine member board which was approved by the Advisery
Committes in April, 1995, Watermaster Counsel was directed fo file a mation {o appoint this nine
member board which was set for hearing on June 18, 1996

On June 3, 1896, CBMWD filed an ex-parte metion to shorten the time on a motion to
appoint itself as Interim Watermaster, to appeint itsef “nunc pro tung™ Watermaster and to
disqualify Watermaster Counsel based on the allegation that Counsel had a conflict of interest in
serving both Watermaster and the Advisory Committee. The motion to sherten time was granted
and the hearing was a'so set for June 18, 1996. At the June 18, 1996 hearing, the Honcrable
Judge J. Michael Gunn granted the motions to appoint CBMWD nunc pro tunc and Interim
Watermaster, and denied the motion to disqualify Watermaster Counsel. The Judge alsc ordered
the parties to meet and confer regarding the nine member proposal, which continued the matter
into the subsequent fiscal year.

Detailed information with regard to the transition to a new Walermaster Board is on fie at
the offices of Watermaster Services, Information will be provided upon request.

.  ADVISORY AND POOL COMMITTEES

A Overlying (Agricultural) Poo!

Each year an annual election is heid to nominate members and officers to serve
on the Overlying {Agricultural) Pook Comimitiee and Advisory Committee for the next
fiscal year. At the annual meeting held on March 9, 1995, the foliowing individuals wera
designated {o serve during fiscal year 1995-96.



Chairman Robert DeBerard

Vice-Chairman Jeff Pierson
Secretary Traci Stewart, Chief of Walermaster Services
Treasurer Larry Rudder, Financial Services Officer

The members designated to administer the pool's activities and serve as
representatives on the Watermaster Advisory Committee during fiscal year 1895-86 are
shown in Appendix A.1,

It has becorme the practice of the pool committea to designate the entire existing
slate of regular and alternate members as pool representatives in order to insure a
quorum for the QOverlying (Agricultural) Pool meetings. During the fiscal year, Roger
Larkin returned to active participaticn; Dana Qldenkamp filled the position vacated when
Wendy Vander Dussen relocated; and Pete Hall filed the vacancy c¢reated when Ernie
Reyes transferred out of the area.

During fiscal year 1995-96, eight (8) regular meetings and two (2} special
meelings were conducted. Some of the meetings were held concurrently with cther
committees, to act on matters affecting the members of this pool and ta discuss actions to
be forwarded by the Advisory Committee to the Watermaster. Regular meetings were
scheduled so that the Overtying (Agricultural} and Appropriative Pool met on the same
day. By action taken in June 1988, any Overlying (Agricultural) Pool Committee member
that attends Appropriative Pool meetings s to be compensated for attendance. During
fiscal year 1995-96 concurrent mestings were held on a trial basis in an effort to foster
better communication between the pools and the various committee members and fo
minimize duplication of effort on behalf of the staff.

B. Ovaerlying (Non-Agricultural} Pool

Each year an annual election is held to nominate officers to serve oh the
Qverlying (Non-Agricultural) Poof Committee and Advisory Committee for the next fiscal
year. At the annual meeting held on March 16, 1995, the foflowing individuals were
nominated and elected to serve during fiscal year 1995-88;

Chairman Reb Hartman, "Kaiser Ventures [nc.
Vice-Chairman David Cooper, Sunkist Growers, Inc.
Secretary Tracl Stewart, Chief of Watermaster Services
Treasurer Larry Rudder, Financial Services Officer

*On July 20, 1995, rofice was received that Kaiser Resources Inc, changed its name to Kaiser

Ventures Inc.



Representativas from the foliowing entities were designated to administer the
pool's activities and to serve on the Watermaster Advisory Committee during fiscal year
1095-96. A complete list of member entities and their designated representiatives is
Incleded as Appendix A-2.

Steve Arbelbide California Stee! Industries
Rick Darnell Southern California Edison
Reb Hartman Kaiser Ventures Inc. (Kaiser)

Rob Hartman left Kaigser in June, 1995 thereby creating & vacancy on the
committee. Rick Damell accepted the position of Chairman and Steve Arbelbide became
the Vice-Chairman at the June 18, 1995 pool maeting.

During fiscal year 1995-96, six (6) regular meetings and one (1) special meeting
of the Overlying (Non-Agricultural) Pool were conducted. Some of these meetings were
hetd concurrently with the other committees to act on matters affecting the members of
this poot and to discuss actions to be forwarded by the Advisory Commitiee to the
Watermaster. l

C. Appropriative Pool

Each year an annual election i$ held to nominate officers to serve on the
Appropriative Poot Committee and Advisory Committee for the next fiscal year. At the
annual meeting held on March 9, 1995, the following individuals were nominated and
elected to serve during fiscal year 1995-95:

Chairman Gerald Biack, Fontana Union Water Company
Vice-Chairman Edwin James. Jurupa Comm. Services District
Secretary Traci Stewart, Chief of Watermaster Services

Treasurer Latry Rudder, Financial Services Officer

A complete jist of member entities and their designated representatives is
included as Appendix A-3. During fiscal year 1995-96, eight (8} regular meetings and cne
(1} special meeting of the Appropriative Poo! were conducted, Some of these meetings
wera held concurrently with the other committees to act on matters affecting the members
of this pool and to discuss actions to be forwarded by the Watermaster Advisory
Committee to the Watermaster.



D. Advisory Committee

The annual meeting of the Advisory Committee was held March 23, 1895
Formerly, it was the practice of the pools to utilize 8 rotation process to designate the
Chairman of the Adviscry Committee each year. Based on this rotaticn process, the
following individuals wera designated to serve as officers during fiscal year 1995-86.

Chairman Rob Hartman

1st Vice-Chairman Gerald Black

2nd Vice-Chairman Robert De Berard

Secrefary Traci Stewart, Chief of Watermaster Services
Treasurer Larry Rudder, Financial Services Officer

A complete list of Advisory Commitiee members is included as Appendix A-4,
The chairman's position became vacant as a result of Rob Hartman leaving Kaiser in
June, 1995. Rather than following the rotation procass, it was decided to hold a special
efection at the beginning of fiscal year 1995-96 to efect a new chairman. Tom
Shollenberger, General Manager of the Cucamonga County Waler District, was elected
by a unanimous vate of the Advisory Committes ta fill the vacant chairman's position.

During fiscal year 1995-96, seven (7) regular meetings and twc {2) special
meetings of the Advisory Committee were conducted to act on matters affecting the pools
and to discuss actions to be forwarded by the Watermaster Advisory Committee to the
Watermaster.

E. Speclal Ad Hoc Commitiees and Workshops

During fiscal year 1995-96, twenty {20) special ad hoc meetings and/or
workshops were held, some with multiple topics of discussicn. There were eight (8)
separate or combined meetings held to discuss the transition to a new Watermaster,
elaven (11) to discuss the desalter project, four [4) 1o discuss storage limits and the 85/15
rule, two {2) workshops regarding budget and three (3) workshops regarding conjunctive
use programs.

Minutes and/or audio tapes of all conunlitee meetings, and special ad-hoc meetings and
workshops are available and may be reviewed by any inserested party by contacling the Chief of
Warermaster Services, ar 8632 Archibald Avenue, Suite 109, Rancho Cucamonga, CA 91730,
Requests mucst be in writing and are accepted via reguiar mail or facsimile.
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ADMINISTRATION OF THE JUDGMENT

A

Employment of Experts and Agents

1, Watermaster Insurance Coverage

Chino Basin Watermaster Insurance coverage was originally secured in
August 1678, and continued with Chino Basgin Walermaster as an additional
insured under CBMWDY's policy it the amount of one million dollars during the
fiscal year. The new Watermaster offices were added as a remote location to
allow the coverage to expire in the next fiscal year before procuring separate
insurance,

2. Unqualifled Audit Opinion and Annual Audit Report

For the period ended June 30, 1996, the firm of Charles 2. Fedak &
Company, performed the ceriified financial audit required under the Judgment
and submitted an Unqualified Audit Cpinion and Audit Report to the Chino Basin
Watermaster as shown in Appendix N,

3 Engineering Sarvices

During fiscal year 1095-98. engineering sendces ware continued through
Stetson Engineers and Mark J. Wildermuth, Water Resources Engineer, for
prajects within the China Basin,

4, Legal Services

During fiscal ymar 1005-96, general counsel services were gontinued
through the firm of Nassaman, Guthner, Knox and Elliott, LLP. Specialized legal
services wera procured by the Overlying (Agricultural) Poo! Committee through
the fitrn of Reid and Heflyer for services associated with the Chino Basin Desalter
project.

5. Computer Consuiting Services

The computer services contract remained in effect during fiscal year
1995-86. Computer services are utilized to maintain the three Watermaster
operating systems and various software packages necessary fo adminigter the
Judgment.  Watermaster Services staff currently uses Microsoft Office
Professional, Quick Books Pro and Arc View in addition to the software
developed spectfically to monitor production and other refative well and producer
information.



8. Assessments

The Judgmant provides for separate and distinct replenishment assessment
formulas for each of the three pools, The administrative assessment formula for each
pool is determined on a per acre-foot basis for each acre-foot of water produced by a
particular pool.  Costs per acre-fool vary among the pools in accordance with their
respective total budgeted amounts for pool administration and total production during the
previous production period. Costs to replace any water extracted In excess of each
respective peol's share of safe yielki and operating safe yield amount is recovered by the
application of the following replenishrent assessmant formulas:

1. The Overlying (Agricuitural) Pool pays on a gross basis, such that the
total <ost of the replenishment water plus the estimated spreading costs are
divided equally on each acre-foot of water produced during the previous
production year. One member of this pool, Los Serranos Country Club, was also
assigned to the Appropriative Pool,  Under this special arrangement, Los
Serranos is assessed as an appropriator on the portion of s production (§5%)
that serves an area oulside the Chino Groundwater Besin's adjudicated boundary
and pays @ 100% net replenishment assessment on this portion of its production.

For fiscal year 1695-96 the Qverlying (Agricultural} Poo! was assessed
$11.67620 per acre-foot. By action taken at the Appropriative Pool Committee
meeling on June 7, 1988, the Appropriative Pool agreed to assume the
administrative assessments of the Overlying (Agricultural) Poal, in exchange for
the reallocation or transfer of all unpumped agricultdral water to the Appropriative
Pool following the fiscal year 1987-88 production year and for each fiscal year
thereafter. Therefare, the fotal administrative and speclal projects assessment
levied against the Overlying (Agriculttural) Pool and paid by the Appropriative Pool
was $449,557. It was calculated at $11.67620 x 38,502,000 acre-feet and
apportioned to each Appropriative Pogl member based on its share of the initial
operating safe yiald.

Since reported production had only declined from 96,567 acre-feet in
fiscal year 1974-75, to £3,934 acre-fest in fiscal year 1877-78, the Overlying
{Agricultural) Pool Comimittee decided in fiscal year 1978-79 to purchase and
place in a local storage account, 2,000 acre-feel of replenishment water to
provide for a potential increase in production during the balance of the five year
period. However, because production of the Overlying {Agricultural) Pocl
continued to decline, the pool members decided during fiscal year 1887-86 to sell
the water in storage, Revenue from the saie was piaced in a restricted interest
earning account for future use by the Ovarlying {Agricultural) Pool as became

8



C.

necessary. Through June 30, 1996, proceeds from the sale, including interest
earned, totaled $387,168.

2. The Overlying {(Non-Agricultural) Paol pays on a net basis. such that
each producer pays the current cost of replenishment water plus the estimated
cost of spreading for each acre-foot of water produced in excess of each
producer's respective share of the safa yield.

In fiscat year 1965.-96, the Overlying (Non-Agricwitural) Pool was
assessed $5.82 for budgeted administrative and special project costs and
$233.15 ($229 per acre-foot of water and $4.15 spreading costs) on each acre-
foot of production in excess of aach producer's share of the operating safe yield.

3. In the Appropriative Pool seven (7) producers pay replenishment
assessments on & net basls, such that each pays tha current cost of
replanishment water plus the estimated costs of spreading: Arrowhead Mountain
Spring Watar Cornpany, Chino Basin Municipal Water District, Los Serranss
Country Club, Marygold Mutual Water Cernpany, City of Pomona, Pyrite Canyon
Group and San Bemardino County (Prado Olympic Shooting Park, formerly S8
County Prado Tiro}. The City of Norco pays replenishment on a net basis for any
replenishment obiigation In excess of 1,567 acre-feet  Any repfenishment
necessaty by the City of Norco up to the 1,587 acre-feet is assessed under the
85115 formula as discussed below.

The remaining Appropriative Pool members are subject to the B85/1S
formula which assesses the total cost of replenishment water in two ways: 1)
fifteen percent {16%) on & gross basis (unifortnly amaong ak producers on each
acre-foot produced), and 2) eighty-five percent {85%)} on a net basis {on each
acre-foot of production over a producer's share of the aperating safe yield).

In fiscaf year 1995-06, the Appropriativé Pool members who participate in
the 8515 formulz were assessed $1.21 per acre-foot for the gross 15%
assessment and $198.18 per acre-foot for the B5% net assessment respectively.
In addition, each producer was assessed $1.57 per acre-foot to cover the
budgeted administrative and special project costs.

Fiacal Year 1996-97 Administrative Budget
A Noticed Public Hearing was conducted by Watermaster on Aprit 3, 1996, to

ratify the fiscal year 1996-97 Administrative Budget. A summary of the budget is attached
hereto a5 Appendix C.



D. Special Projects

Special projects were initiated by separate work orders and approved by the
Watermaster Advisory Committee and Watermaster, for projects other than general
administration of the Judgment. Addilional special project task orders are designated and
budgeted as required to carry out the management plan. The following new or existing
special projects were approved for fiscal year 1995-96 and are described below:

1. The Well Inspection and Meter Installation Project was originaly
initiated to provide a service fo those parties under the Judgment who are
required to purchase and Install meters in order to accurately report well
production. Following field inspections, Watermasler Services staf made a
recommendation for each well regarding the type and placement of each meter,
The choices were either kilowatt hour, hour, or In-line meters. Of the 650 wells to
be inspected, 603 wers finished by fiscal year end. 5§28 wells either had meters
installed or data was being accumulated through a kilowatt hour meter, The
purpose of this project is to insure that all wells with annual production over ten
acre-feet have al least one of the three types of meters that is operational and
accurate.

To improve the accuracy of the reported production, the project also
provides for well ingpection, meter installation and plumbing maodifications, repair
of previously installed non-functioning in-line flow meters and installation of
meters on wells that were praviously unmetered.

2. ‘The Meter Testing and Calibration Program is required under Section
21, Measuring Devices and Section §4, Administration Expense of the Judgment
which inglydes record maintenance and catibration of measuring devices. These
Judgmen? provisions were intended to cause the testing and calibration of avery
propetler type meter in the Chino Groundwater Basin at least once every two
years in order {o oblaéin more accurate production records on each well
Additionally, Section 3.07.1 of the Watarmaster Rules and Regulations was
added to require testing and calibration of other meter types on an annual basis.

3. The Groundwater Quality and Level Monitoring Program is
comprised of two primary tasks. Task One is the portion of the program
necessary to collect groundwater quality samples and levels and to extract Jata
from Department of Health Services (DOHS) and Regional Water Quality Control
Board (RWQCB) records. Task One represents the majority of effort and reascn
for the program because the agricultural producers avoid individual monioring
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requirements from the RWQCRB by participating in this program. Task Two is to
compile data from the lab, to check the data for quality assurance and control of
the data, to prepare maps such as TDS, groundwater Jevel and nitrate contours,
and to prepare the necessaty monHoring reports.

4, The purpose of the TDS/Nitrogen Study is to reevaluate the wasteload
allocations, basin plan objectives, and sub-zones established for the Santa Ana
River and the surrounding groundwater basing. The study is being managed by
the Santa Ana \Watershed Project Authority (SAWPA). In 1994, the RWQCE
updated the Basin Plan for the Santa Ana River Watershed. The allowable
reclaimed water use, the surface and groundwater TD:S ang nitrogen objectives,
the groundwater basin and sub-basin boundaries, and the various beneficial uses
that must be protected and preserved are established in the Basin Plan. Among
the tasks to be completed in this study are (1} to identify the effect on receiving
and downstream water quality and quantity from increased reclamation by type of
reclamation use; (2) to determine the impact of changes on the quality of the
receiving water in groundwater basins; (3) to compare any propesed water quality
changes to the existing legal and institutional arrangements to determine it
changes in water quality objeciives can be made, and determine if the evidence
supports a change; (4) to recommend appropriate basin/sub-basin boundaries
{based on water quafity, manageabifity and hydrclogy); and (5} to identify the
impact of changes in objectives on the basins, the river reaches and the on-off
tiver areas,

5. The Chino Basin Water Resources Management Study was initiated
in an effort to produce a water regsources management plan that would enable all
water agencies within the Chine Groundwater Basin boundaries to meet future
water demands, with an appropriate level of reliability for a predictable cost. The
final report was completed in September 1995. it indicated that production should
be maintained in the lower end of the basin and that additional recharge facllities
and altemative sources of water should ba developed to the maximum extent
feasible.

Principal Office
The Watermaster Rules and Regulations, Section 2.01 state the principal office of

the Watermaster may be designated from time to time by order of the Court or by
amendment to the rules and reguiations. As a result of action taken by the Advisory
Committee a1 its meeting held March 7, 10948, and ratified by the Watermastar on April 3,
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1996, the principal cffice of the Watermaster has been designated as 8632 Archibald
Avenue, Suite 109, Rancho Cucamonga, Cafifornia, 91730,

F. Maiiing Lists

Mailing lists of the active parties are updated on a routine basis through the use
of the United States Post Office "Address Correction Requested Service,” whereby any
address change reported to them is provided to Watermaster Services after each mailing.
File changes are made upon receipt of notice and other sources of address change. A
current fisting of active panties is availabie for review upon request.

G. New Party Interventions

New Party Interventions are accumufated on a regular basis as land ownership
changes or new parties bagin producticn. Changes in ownership are most frequently
discovered during the production reporting and well inspecfion processes. New party
production is normally discovered when new wells are located by Watermaster Services
staff during routine field inspections. Parties who no longer own property with water
production facilities are considered inactive and are accounted for as such. On April 25,
1996, a request for an order confitrning and approving the interventions of the parties as
shown in in Appendix J, came before the Honorabie Judge J. Michael Gunn for hearing
and was granted.

H. Radeterr;‘llnation of the Chino Groundwater Basin's Safe Yield

On June 30, 1996, the Chino Basin Watermaster Program closed its nineteenth
year of operation under the Judgment. June 30, 1882 marked the date in which work
could have commenced on redetermination of the Chino Groundwater Basin's safe yield.
There were no changes recommeanded guring the fiscal year . Pursuant to Exhibit |, Page
80, Paragraph 2b of the Judgment, Quaniitative Limits: *In ho event shall Operating Safe
Yield in any year be less than the Appropriative Pool's share of Safe Yield, nor shall #
exceed such share ¢f Safe Yield by more than 10,000 acre-feet. The initial Operating
safe Yield is hereby set at 54,834 acre-fest per year. Operating Safe Yield shall not be
changed upon less than five (5) years notice by Watermaster,” Pursuant to this provision
of the Judgment, Watermaster hereby posts its fourteenth “Notice of Intent to Change the
Safe Yield in the Ching Groundwater Basin® as shown in Appendix K.

RESOURCES MANAGEMENT

A Quarterly Accounting of Water Production

Production request forms were mailed to users of all aclive wells in the Chino
Basin on a quarterly basis. The Cverlying {Agrcultural) Pool's quarterly production was
compiled from meter readings taken con those wells equipped with water measuring
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devices. On wells without measuring devices, a water duty method which reiates the
acreage of specific cropg grown or the number of animals maintained to water use in
acre-feet was used.

B. San Bernardina County Flood Control District Agreement (SBCFCD}

There was very litthe spreading sctivity during the fiscal year. The agreement with
the SBCECD expired in June, 1996, A written request to renaw the existing agreemant for
an additional five {5} year term was sent in May, 1996 and was being processed by
SBCFCD as of the close of the fiscal year,

C. San Sevalne Creek Water Projact Agreement

During fiscal year 1994-85. a concem had been raised by several Watermaster
Committee members over the potential impact on the basin‘s natural recharge from the
propased San Sevaine Creek Waler Profect. Several meatings were held with SECFCD
regarding the impact of channei lining and whether or not the SBCFCD had made an
adequate demonsiration that the project would mitigata the toss of storm flow recharge
that now occurs through the existing unlined channels, It was proposed that prior to
initiaticn of the project, a study be conducted to ensure thet no adverse impacts would
occur, Due to the deadline for SBCFCD te cbtain finanging, Watermaster agreed not to
oppose the project through the CEQA process as iong as specific conditions were met.
These conditions were addressed in an agreement between the SBCFCD and
Watermaster which was approved by Watermaster on November 17, 1984, A copy of
the agreament can be obtained by contacting the Watermaster Sefvices office.

During fiscal year 1995-86, It was determined that the study being conducted by
the SBCFCD did not include an evaluation of the proposed San Sevaine Creek Water
Project from a conservation perspective, as was previously thought. At approximately the
samea time this conclusion was reached, Walermaster entered into a Memorandum of
Understanding with the Chino Basin Water Conservation District ta jointly develop a Chine
Basin Wide Groundwater Recharge Master Plan {Plan). The Plan includes an evaluation
of the San Seveine Creek Project. Pursuant to the agreement with SBCFCD, the San
Swevaine portioh of the scope of the Recharge Master Plan Study was expanded and is
being funded separately by Watermaster and the SBCFCD.  As of June 30, 1996, the
study rermained in the data collection phase with the bulk of information still ta be received
from the SBCFCD. It was anticipated that the study and a formal report would be
available by spring, 1997,

D. Cyclic Storage Agresment
Cyclic storage is defined in Paragraph 1.2.2 Cyclic Storaqe in the Uniform
Groundwater Rules and Regulations, as the *predelivery of replenishment water.” The
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Cyclic Storage Agreement with Metropolitan Water District (Met) was extended for a
period of ane year while the pool committees continued workshops regarding storage
limits, Additionally, because cyclic water became available in the spring of 1996, the
cyclic storage account was allowed 10 be increased o the extent that water was
“deposited” by Met through “in-ieu” exchange into the basin. A copy of the Fourth
Amendment {o the Cyclic Storage Agreemaent is included as Appendix M.

E. Stringfellow Acid Pits

Ouring fiscal year 1985-86, various mitigation measures were addressed by each
pool committea regarding the Stringfallow Acid Pits. The Commiftees determined the
need for a cooperative effort throughout the water industry in dealing with contamination
problems In the Chino Groundwater Basin. Pursuant lo the Watermaster Advisory
Committee's action, Watermaster patitioned the Court 10 allow the export of @ maximum
of 300 acre-feet of water annually, The petifion was approved by the Court in November
1985. During fiscal year 1995-86, 60.3 acre-feet of contaminated wastewater was
removed and exported from the site, As of June 30, 1996, a total of 338.9 acre-fest of
contaminated water had bean exported from the Stringfeilow Acid Pits.

F. Water Rights Agreemant batween Kaiser Ventures Inc. and the Regional

Water Quality Control Board

During fiscal year 1994-85, Watermaster had approved a resolution which
provided that 25,000 acre-feet of water stored by Kaiser could be abandcned to
Watermaster under an agreement between Kaiser and the RWQCB. The agreement was
the rasult of efforts by the RWQCB and Kaiser fo napotiate mitigation rmeasures for a
plume located in the Chino Basin which also provides a regional benefit to the Chino
Basin. Before the provisions of the agreement could be carried out, it was necessary that
the ongoing water rights dispute between Kaiser and California Steel Industries (CSI),
was settled.

During fiscal year 1895-96, Watermaster approved Resolution 95-3, a settlement
agreement between Kaisar and CS1 that allowed the transfer of water rights from Kaiser
to CSI to occur “nunc pro tune® or back in time, as if it had occurred at the time of the sale
of property by Kaiser to CSl. The settlement agreament divided Kaiser's water rights
between Kaiser and CS| and once entered into, allowed Kaiser to abandon water fo
Watermaster to be used to meet Kaiser's commitment under the Salt Offset Agreement
{see Appendices H and L-1).

G. Desalter Project Agreement
Duning fiscal year 1995-96, several meetings wera held to discuss the desalter
agraerment. One of the major guestions facing the basin producers was who shouk! be
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signatory to the agreement. Ultimately it was decided to inciude the RWQCE in the
agreement. During the negotiations, concerns such as whether additional mitigation
wolld be necessary, whether the agreement would effectively dismiss the agricultural
producers from further mitigation and/er affect their ability o continue to operate cost
effectively, the actual amount of water that was needed, and the additionat requirement by
the RWQCB that tied co-compaosting to the desaiting effort was discussed.

When the agreement was presented to the RWQCB for approval, toncerns were
also expressed by Western and Orange County Municipal Water Districts regarding
accumnulated pollution associated with historic dairy operations and the potential need for
additional desalters. Additionally, Kaiser was cohcerned that they would be coniributing
twice should the basin producers assess themselves to offset any unmet replenishment
obligations of the desalter.

Finally, as of the fiscal year end, the “Agreement Regarding An Alternative Water
Supply Source For The Replonishrment Obligation Offset Of The Chino Basin Desalter
and Resolution No. §6-3, A Resolution Of The Chino Basir Watermaster To Financially
Support The Development Of Additional Desalting in The Chino Basin To Protect The
Safe ‘Yield Of The Basin®™ where it is economically Justified, were approved (see
Appendices L-2, L-3}.

H. Local Water in Storage for Recapture/Sales/Transfers

Recapture, sales and transfers of water in local storage negotiated among the
Appropriative and Overlying {Non-Agricuttural) Poal members during fiscal year 1995-96
totaled 36,280.260 acre-feet (see Appendix i-1).

I Assignments/Transfers or Lease of Water Rights
Water Rights Leass Agreements, negotiated among the Appropriative Pool
members during fiscal year 1995-96 totaled 22 282.323 acre-feet (See Appendix |-2).

d Asslgnments

Pursuant to the Judgment Exhibit G, Paragraph 6, Assignment *.any
appropriator who may, directly or indirectly, undertake to provide water service to such
overlying lands may, by an approprate agency agreement on a form approved by
Watarmaster, exercise sald overlying tight to the extent, but only to the extent necessary
to provide water service to said overlying lands ” Therefore, all assignments approved in
figcal year 1995-96 were for service provided during the fiscal year, Assignments
between FWC and CSI, and Cily of Chino and the San Bemardine County through its
Airports Division in the amounts of 1695500 and 79.020 respectively, are shown on
Appendix 1-3. For the past several years, assignments have occurred between Jurupa
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Community Services District (JCSD) and the City of Norco, between JCSD and Mutuai
Water Company of Glen Avon Heights, JCSD and Mobite Community Management
Company for Swan Lake, and JCSD and Santa Ana River Water Company. In fiscal year
1995-96 these assignments were in the amounts of 815616, 104,860, 239.580, and
961.117 acre-feet respectively. Previcus years assighments were not recorded in the
Annual Report, however they have been a part of the Summary of Groundwater
Preduction reported each year.

The process to assign 3,662.970 acre-feet from Praxair to Fontana Water
Company (FWGC was approved by the Overlying (Non-Agricultural) and Appropriative
Pools on June 26, 1996, "nunc pro tunc” based on actual service records from prior years.
It was then forwarded to the Advisory Committee for approval at the first scheduled
mesting in fiscal year 1996-97. Copies of senvice records were provided to the
Watermaster Services staff for verification. Additionally, copies of the service records
were provided 1o committee members upon request. '

K. Local Storage

1. Storage Limits Duwing fiscal year 1996-96, the pcol committees began
considering the establishment of slorage limits and what losses, if any, should be
assigned to local water in storage. Since the final report of the Chino Basin
Water Resources Management Study was completed in September, 1988, Mark
Wildermuth, engineering consultant, was asked to review the model results and
make a recommendation with regard fo losses. Additionally, Watermaster
Counsel was asked 1o review the Uniform Groundwater Rules and Regulations
and recommend possible changes to add clarity and refiect the consensus if one
could be reached. Due to the activities and workshops necessary to addrass
transitioning 1o a new Watermaster, the process of setting storage éimits and
assigning losses continued into the next fiscal year, The amount of water that
could be stored was capped effective June 30, 1996 and no new storage
accounts were 1o be entered into in anticipation of completing this process.

2. Local Storage Agreements Due to the continuation of the
pracess discussed above to set storage limits, there were no new Local Storage
Agreements approved during fiscal year 1995-96,

16



L. Land Use Conversion

On November 17, 1995, a pelition and motion of the Chino Basin
VWatarmaster for an order approving amendments to the Judgment to simplify
conversion claim procedures was granted by the Honerable Judge Ben T.
Kayashima. Paragraph 10(b), Canversion Claims of Exhibit H of the Judgment
was ordered deleted and replaced with a new Paragraph 10(b). Additionaily, & kst
of parcels efigible for conversion within various city limits was submitted to the
Court and s included in Appendix O-1,
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APPENDIX A-1
OVERLYING (AGRICULTURAL) POOL COMMITTEE
FISCAL YEAR 1995-96

Regular Members Representing

*George Borba Jr. Dairy industry

Robert Bridges State of CA

Raobert DeBerard Grape Growers

Dick Dykstra Dairy Industry

*Jack Hagerman Siate of CA

*Gene Kooprman Milk Producers Council
*Marilyn Levin, Deputy Attomey General State of California

Jeff Pierson Unitex Managemant Co.
Wendy Vander Dussen Milk Producers Council
*Arlan Van Leeuwen Dairy industry

Alt Mem

Sheiia Anderson State of CA

Fred Hector State of CA

Anthony Kalath State of CA

Carlos Lozano State of CA

Richard Matamoros ) State of CA

Bill Miils COrange Co. Water District
Ernie Reyes State of CA

* Newly elected members for a two-year term.

Note:  Allernate members can replace any pool member that is not present at a Pool or Advisory
Committee meeting. During fiscal year 1985-96 it was decided to increase the regular
members to ten. Additionally, Roger Larkin, Pete Hall and Dana Qidenkamp were
designated to replace positions vacated during the year (as indicated on page 3).
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APPENDIX A-2
OVERLYING (NON-AGRICULTURAL) POOL COMMITTEE
FISCAL YEAR 1895-96

Member Entity Representative
Ameron Mark Ward
Angelica Rental Service Eric Vaughn
California Steel Industries Steve Arbeibide
Caimat {Conrock) Gene Block
General Electric Company Debra Hankins
Kaiser Ventures Inc, Rob Hartman
Mabile Community ManagementiSwan Lake David Stames
Praxair Mike Stenberg
San Bernardino Cly Aviation Divisign Glen Parter
Sunkist Growers Inc. David Cooper
Southern California Edison Rick Darnell
Space Center Mira Loma Michael Thies
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APPENDIX A-3

APPROPRIATIVE POOL COMMITTEE

FISCAL YEAR 1995-86

Member Erdity

Arrowhead Mt. Sprg Water Comp.
Chino Basin MWD

Chino, City of

Chino Hills, City of

Cucamonga County Water District
Fontana Union Water Company
Fentana Water Company

Jurupa Community Services Dist
Los Serranos Country Club
Marygold Mutual Water Company
Monte Vista Irigation Cormpany
Monte Vista Water District

Mutual Water Comp.\Glen Avon Hts
Nareo, City of

Cntaric, City of

Pomona, City of

Pyrite Canyon Group

San Antenic West End-Water Comp.

Santa Ana River Water Cormp,
San Bernardino, County of
Southern Cafifornia Water Comp.
City of Upland

Waest San Bern. Gty Water District

Representatives
David Kubitz
Robert G. Westdyke
Dave Crosley
Terry Kimbro

Tom Shollenberger
Gerald Black

Mike McGraw
Edwin James
Kevin Sullivan

Bill Stafford

Hareld Andersen
P. Joseph Grindstaff
Terri Hom

Joe Schank

Mike Teal

Robert Del.oach
Caniel Bergman
Ray Wellington
Arnold Rodriguez
Dukcie Crowder
Chet Anderson

Jim Moody
Anthony Araiza
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APPENDIX A4
ADVISORY COMMITTEE
FISCAL YEAR 1995-96

Agriculturat Pool
Regular Members
George Barba Jr., Dairy
Raobert Bridges, State of CA
Robert DeBerard, Grapes
Dick Dykstra, Dairy
Jack Hagerman, Siate of CA

Alternate Members
Sheila Anderson, State of CA

- Anthany Kolath, State of CA
Richard Matamoros, State of CA
Bill Mills, Orange Co Water Dist.

Gene Koopman, Datry

Marilyn Levin, Deputy AG, State of CA
Jeff Piarson, Unitex Management Co.
Wendy Vander Dussen, MPC

Aran Van Leeuwen, Dairy

Fred Hector, Stata of CA
Carlos Lozano, State of CA
Ernie Reyes, State of CA

Non-Agricuitural Pool

Member Entity Representative
Califorria Steel Industries Steve Arbelbide
Southem California Edison Rick Darneft
Kaiser Ventures Inc, Rob Hartman

Appropriativea Pool

Member Entity Representative
City of Chino Dave Crosiey
City of Chino Hills Terry Kimbro
City of Ontario Mike Teal

City of Pomona Robert De Loach
City of Upland Jim Moady

Cucamonga County Water Dist.
Fontana Urion Water Company
Maonte Vista Water District

Jurupa Community Services Dist.*
Fontana Water Company*

Tom Shollenbarger

" Gerald Black

*Non-mafjor Appropricror representatives
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APPENDIX B

PRODUCTION BY POOL

{Acre-Feet)
Qverlying Overlying

Fiscal Appropriative [Agricultural) {Non-Agricultural)

Year Pool Poal Pool Taotal
74175 70,312 96,567 8,878 175,757
75/76 79,312 95,349 6,356 181,017
7677 72,707 91,450 9,198 173,365
77178 60,659 83,834 10, 08271) 154 675
78/79 60,597 73,688 7127 141,412
79/80 63,834 69,369 7,363 140,566
80/81 70,726 68,040 5,650 144,416
81/82 86,731 65,117 5,664 137,532
82/83 63,481 56,759 2,385 122,638
83/84 70,658 53,033 3,208 132,799
84/85 76,912 55,236 2,415 134,563
85/86 80,859 52,061 3183 136,113
8687 84,662 59,847 2,589 147,068
87/88 91,579 12 57,865 2,958 152,042
88/89 93,817 @ 46,762 3619 143,998
89/90 101,344 ) 48,420 4,856 154,620
90/91 86,658 (3 48,085 5407 140,150
91/92 91,982 (& 44,682 5,240 141,804
92/93 86,367 (7} 44,002 5,464 135,923
93/94 80,798 & 44,298 4,588 129,662
94/95 93,419 (%} 55,022 4,327 152,768
95/96 101,606 119 43,639 5424 150,669

(1) Includes 3,845 acre-feet of mined water pumped by Edison as agent for CBMWD.

(2) Does notinciude T7,674.3 acre-feel exchanged with MWD,
{3) Does not include & 423.5 acre-feet exchanged with MWD,
(4) Does not include 16,377.1 acre-feet exchanged with MWD
(5) Does not inglude 14,520.1 acre-feel exchanged with MWD.
{6} Dowes not inciude 12,202 4 acre-fesl exchanged with MWD.
{7) Does nel include 13,657.3 acre-fast exchanged with MWD,
( 8) Does notinclude 20,194.7 acre-teet exchanged with MWO,
(9) Does notindude 4,221.9 acre-Teet exchanged with MWD,
{10) Does nol include §,167.2 acre-feat exchanged with MWD,




APPENDIX C

SUMMARY OF ADMINISTRATIVE REPLENISHMENT ASSESSMENT BUDGETS

195495 Producuon in Acre Feel & Exchanpes
100458 Froductiom & MWD Exchange in Acre Feel

ADSUNISTRATIVE SUDGET
GENENAL & ADMINIS TRATION
Waermypor Adnun toim Wattrmatier- Adviion, Comm ()
ool Asmimuranca
TOTAL GENERAL & ADMIKISTRATION

SPECIAL PROJECTS. Progest Kumben
Meer Teping Program - Admin (1) 8100

Metor Trying Program - Pood Specific ax1ig £A4N0, KT
Menidenng + Admn (1) 00
Mosiering - Pool Sprafic (G ML
TDS Nitrbgen + Admin (1) b0

TS Netregen + Posi $pesifc 1360, 460, 16D

TOTAL SPECIAL PROTECTS
TOTAL ADMINISTRATIVE BUDGET
Add  33% Operaning Resere

SUB-TOTAL
Frsject Budgrl Camyowes Bom 9558
Wit Insadlation & Repair - Pool Specilic a0
Monitoring-Posl Spacific #3450
Total #3154 Campavar Projecus

TOTAL $6%% BUDGET AND #3404 CARRYOVER
Lass 9596 Inierest Revenue an
SB212Funds (2) and Pool Reserves

CASH BEMAND for Fiecal Yeat 199473997
ESTIMATED Fundy on Hund far Admis. Ak 21558 3]
Cash defein {evcen) 41 end of Fissal Your 19451996
RECOMMENTED 91957 ASSESSAMENTS:

Grrarad Adsnisiryiion Asscisments

Mimirwsm Adtessmenty
Wuer Rullocuion oy (Revenuns) (<)

FISCAL YEAR 1996-97

APPROPRIATIVE POOL. AGRICULTURAL POOL  NON-AGRICULTUILAL FOOL
TOTALS Amaunl Ranios & Rateg Amount  Ranes & Rates Amount Ratios & Raws
fiacre §1) {$/Aacre Fi) (S/Acre Fi)
136,949,300 97,640.700 62 196% 55001 00 15.048% 4226 500 2.756%
136,836 112 107.773 894 of 71%% 43616370 Pk RLAY 3433040 3 dst%
£719.92¢ 4454714 $200.312 $24.096
104,248 4657 49,000 | % xed
5124178 3541686 $50241 249,312 551131 [EXNYS] 561141
3K 16,256 5343
4,158 14,360 4508
3003 15,862 ki
e 4638 1408
301 2,116 106
1557 1,887 1216
33, 63,159 05768 iny 937¢ 1.710%
LOsT8 CSENTH 56029 94268 42451 1869
349,011 199,26¢ 1.8390 31109 34,008 2 5828
1,406 709 203,114 24519 347,127 12.5377 gds) 10,4058
45,718 [ 43718 1.0476 [}
R ¥ & 11,628 0.2719 2]
33340 g 00000 57340 13186 1] 0 0000
1464249 805114 14519 604,687 138563 6461 19 4098
(63,452) {83.594) 10.5901) Q 0.0000 (1.858) (0 3426)
31,398,797 LEDEF & R41R 44,667 118583 $4.60) 10.0872
(342,230) {3.1755) {47.540) (1.3136) {13.672) (2.5307)
5197250 536863 $547.127 512.8277 $40.91) 57 !46_!_
Per Acre Fool $3.686) $0.6000 Per Producer $7 485
Pet Produect 50000 0.0000 5 0000
Per Acre Foot 519.48620



APPENDIX D

SUMMARY OF
REALLOCATION OF UNPRODUCED
OVERLYING {AGRICULTURAL) POOL
SAFE YIELD TO THE
APPROPRIATIVE POOL

FISCAL YEAR 1995-1995

Land Uise Convatsions Balance Total
First 50% Remaining 50% Available Reallocated
Member Entity {acre-fest) (acre-feet) (acre-feet)
Chine Basin MWD [ 1] [1] 0
Chino, City of 1,466,335 430.757 1,181,994 3,079.086
Chino Hills, City of 530283 225 458 £18.685 1,374.437
Cucamonga CWD 598.400 386.504 1,060.567 2,045.471
Fontana UWC 683.077 1,874.362 2,557.439
Fontana WC 0 0 0
Jurupa CS0 2,506.800 170.124 466.821 3,143.445
Marygold Mutual Water Co, 69.878 192.020 261 998_
Monte Vista WD 515.127 1,413.507 1,928.634
Monte Vista Irri. Co. 72.268 198.302 270,570
Mutual Water Co. Of Glen Aven 49,973 137,125 187.098
Norco, City of 21.522 59.057 80.579
Ontario, City of 753.946 1,214.556 3,332.738 5,301.240
Pamaona, City of 1,197.688 3,286.451 4,484 139
San Antonio Water Ce. 160.913 441.546 602.459
San Bdo Cnty/Olympic Shtg Park 0 1] o
Santa Ana River Water Co. 138.968 381.326 520.294
So. Cal Water Company 43.840 120 .570 164 510
Upland, Gty of 304.584 835,807 1,140 401
West End Cons. Water Co. 101.202 277698 378.900
West San Bdo Cnty Water Dist. 68.804 188.796 257.600
TOTALS 5,855.464 5,855.464 16,067.372 27,778.300

Source. 1396-97 Assessment Package




APPENDIX E-1

SUMMARY OF MWD DELIVERIES ™
(Acre-Fael)

FISCAL YEAR 1995-9¢

WEA {CB 12 ca7
DATE WATER FACILITIES AUTHORITY ) & TOTAL
CB 12 c82 cB1 ca16 pM 15
CHINO
UPLAND | CHING HILLS | MvwD ONTARI SCE CCWD POMONA,
July 50 355 937 617 758 43 1,740 4,500 82
August 174 354 1,139 929 1,009 56{ 1906 5567 167
Seplermber 159 339 1093 852 935 70 1,754 5,202 205
Qctober 0 373 1,040 172 422 [+ 1,668 3,676 14
November 1] 359 39 123 635 0| 1458 2,967 0
December 69 363 725 26 285 0| 1774 3,242 0
January 204 366 451 4 268 0 1.737 3,050 0
Fabruary 318 333 508 313 615 0 1,188 3,285 0
March 575 355 644 540 605 [} 275 2,904 0
April 694 339 787 844 672 [¢] 0 3,336 0
May 5 362 1,082 339 822 0 a79 3.589 3
June 129 423 1,280 353 838 0 1,648 4719 59
TOTAL 2,377 4,321 [ 10,077 | 8112 7.932 169 | 16,139 46,127 560
Totat MWD deliveries used in Chino Basin (includes Pomona) 45,687 AF

(1} A breakdown of categories of water is available upon request. Does not include water
exchanged with MWD,

(2) Figures reflect 37.8% of the total MWD water delivered that was used over the Chino
Basin (based on land area physically located within the Chino Basin adjudicated
boundary). The water delivered to Pomana is not included in the summary totals, however
it is refiected in the MWD totaf deliveries in Appendix F.
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APPENDIX E-2

SUMMARY OF COOPERATIVE, REPLENISHMENT AND CYCLIC ACTIVITIES

FISCAL YEAR 1995-96

(Acre-Feet)

COQPERATIVE ACTIVITY | DIRECT REPLENISHMENT ACTIVITY CYCLIC ACTIVITY
COOP. CB-13T CYCLIT PRODUCED
DELIVERED SAN CE-14T <B-50T DELIVERED FROM
MONTH BY SEVAINE ETIWANDA | MONTCLAIR BY CYCLIC TOTAL
EXCHANGE EXCHANGE
July 537.4 [1] 0 0 [i] [¢] 5374
August 1,113 [ [1] 0 0 0 1,1131
September 0614 0 0 [4] 0 1] 861.4
October 0 [4] 0 0 [1] "]
November 0 V] Q [i] 1] ¢
Decembar [4] Q 1] 0 [¢] [4]
January [ 0 0 [+] 0 [
Fabruary [} [ Q 532.0 [5] 532.0
March 0 0 [} 14754 0 14754
Apfil 82.4 0 0 1,547.9 0 1,630.3
May [ 0 0 Q 0 ¢
June 7] 0 0 0 0 ¢
TOTAL 26811.9 624 [ 0 3,555.3 0| 62496
Lyclic storage balance as of June 30, 1995 30,1928
Direct deliveries by spreading: 95-96 Q.0
Deliverias by axchange: 05-66: 35553
BALANCE: 33,7451
Producad during 1995-586: 0.0
BALANCE as of June 30, 1956 33,7491
BR N OF M| \l
Ching Hilts MWD Upland CCWD COntario Total
February 96 313.3 2187 532.0
March 96 284.9 5404 5748 753 14754
April 96 843.6 893.5 10.8 1.547.9
2849 1,697.2 1,487.0 753 10.8 3,556.3
REAKDOWN QF COOP TIVE ACTIVITY
July 95 179.3 ass.t 537.4
August 95 5039 609.2 1.113.1
Septembar 95 426.84 534.6 9614
1.110.00 1,501.9 26118

The Jurupa Community Services District purchased 82.4 acre-fest of direct replenishment water.
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APPENDIX F

SUMMARY OF OTHER IMPORTED SUPPLIES

FISCAL YEAR 1995.96
(AGre-Feet)
Other
Imported

Othes Surface Surface Reclaimed
Member Entity Basins Diversions | Diversions Water ¥
Ching Basin Municipal Water District” 228
Cucamonga County Waler District” 15,180.9 7.563.2
Fontana Waier Company™ 37187 12,360.8
Marygoid Mutual Water Company™ 1,3938
“Mewopolitan Water Distct a5,687.0
Ortanio, City o™ 5303
Pomona, Clty of ¥ 5,994.0 4,032.0
San Antonio Water Company™ 63110 3.384.0
San Bemardino County™ 13366
Upland, City of ™ 34546 206.7
West End Consolidated, Water G 33740
West San Bemarding CWD™ 7 7.021.8
Subtotal 51611.5| 26,/626] 52119.9 2,499.2

TOTAL 130,494

(1) CBMWD - RP-1 water lo Kasler Construction for 60 freewsy construction.
2) Inciudes water produced from Cucamonga Basin and focal runafl captured from Dey Creek, Deer
c;xon and water treated sl Uoyd Michael and Royer-Nesbitt WTF's.
(3) includes water pumpad from other basing and Lylle Cresk surface water production,
(4} Inciuges water produced from weils awned by (he Cliy of Rlsiio, iocated in the Hisltio Basin,
{5) includes tolal MWD water delivered to CBMYWD servica srea axchuding cocperaiive and cyclic walar,
(8} Includes water delivered for use st Whispering Lakes Golf Courss.
(7} Includes water pumped from other basins and MWO walter delivered 1o Pomona thru Three Valieys
MWD and used in Chino Basin,
(8} Includes water kom Cucamonge Basin, Claremont Basin, the San Antonlo Tunnel and the Main Box.
{9) COMWD - RP-1 waler delivered to Prado Park.
(10) Surface water from San Antonio Caryon and reated st city owned acillty.
{11} Inciudas waler from Glaremont Helghts Basin,
(12) Includes water delivered in “meter book® servica sres.
{13 Reclakmud waler tolats sre nol inctuded in summary 1ots! as they da nol reprasent waler uliized
exciusively in Chino Basin.

"E-1"  Tolat MWD 46,607 AF
*E-2"  Direet Cyclic o DAF
Totat MWD Deliveries 46,687 AF




APPENDIX G

TOTAL WATER USED WITHIN CHINO BASIN ™

{Acre-Fest)
Chino Basin Extractions™ |  Cther Imported
Fiscal Year Supplies™ Total
197475 175,757 48,363 225,140
1975-76 181,017 57,688 236,703
1976-77 173,355 55,766 228,120
1877-78 154,675 61,567 216,242
1976-79 141,314 75,864 217,178
1676-80 140,566 70,727 214,293
1980-81 144,416 77,765 222,181
198182 137,532 67,401 205,023
1982-83 122,635 76,000 198,636
1863.34 132,799 99,257 232,056
198485 134,563 2952 277,515
1985-85 136,113 114,624 250,737
1986-87 147,068 126,493 273,561
1987-83 152,402 116,175 268,577
196089 143,998 128,167 272,165
1965-80 154,620 139,004 263,624
1960-91 140,151 116,493 255,644
1991-92 141,004 104,480 246,384
1892-93 135,923 117,208 753,128
198354 129,682 T 136,038 265,702
1954-95 162,767 116,767 269,564
1995-96 150,668 130,454 281,186

(1) Total mcludes water ysed over Cucamonga Basin.

{2) Source: Watermasier Assessmert Packages, Tolal production in Approp, Pool (excluding exchanges)
plus Non-Ag and Ag Pool praduction,

{3) Total doas nol include reclaimed waler or waler defivered by exchange and ussd for replenishment.

{4) Correction for Appendix G in 171h and Appendix H In 181h Annual Reports (feporied as 126,684).




APPENDIX H
LOCAL STORAGE ACCOUNT STATUS
FISCAL YEAR ENDED JUNE 30, 1936

Approprialive Pool Date of Amount of
Entity Mo, # Agreemend Agreement Amount in Storage Total
Chino, City of 12 01123/85 15,000.000 2,775.927 2,775,327
Chino Hils, City of 18 05/07/86 2,400.000 2,400.000
18.1 04/06/88 15,000;@0 14,777.915 17 177915
Cucamonga CWD 05/30/84 5,000.000 5.000.000
Q5/06/87 5,000,000 5,000.000
2 04/06/88 20,000,000 20,000.000
U_._:J 068/07/89 50,000.000 8,584.782 38,564,782
Fontana UWC F 07/30/80 31,500.000 0,000
2.1 04/06/80 31,500.000 ).000 0.000
Fonlana WC 28 08/05/92 5,000.000 132.670 132.670
Jurupa CSD 30 07/06/94 20,000.000 12,866.749 12, 866.749
Marygoid MWC 16.1 04/06/88 500.000 0.009
16.2 06/07/09 2,000.000 0.000
16.3 07/07193 2,000.000 1,682.006 1,662 006
Monte Visia in.Co. 17 05/07/89 500.000 500.000
A 0606790 2,500.000 3,777.874 4,277.874
Monle Visia WD 27 08/05/92 2,500.000 5.336.477 5336477
Mutual Waler Col GAH. | 26 06/05/91 500.000 108.204 108,204
Norco, City of 31.0 11702194 2,000,000 0.000 0.000
Qntarig, City of 11 06/07/8% 10,000.000 10,000.000 |
1.1 07/06/04 20,000.000 10,000 000
Pomona, City ol 15 01/29/86 7,000.000 0.000
15.1 04/06/88 13,000.000 2 637.000
15.2 06/06/00 10,000.000 10,000.000
153 0805/02 10,000.000 10,000.000
15.4 077193 10, 044). 000 168 688 29 BOS 648
San Antonio Water Co, 3 0401580 2,500.000 2 500.000
3.1 11/05/86 2,500.000 2,506.000
3.2 04/06/88 10,000.000 1D,454._1§_q 15,464,168
Sania Ana Riv. Wier Co. | 20 05/06/87 1,500,000 271,977 271.977
Southern Calif, Wter Co, | 23 12107188 500.000 1,321.652 1,321,652
Upland, City of 24 04/05/89 1,000.000 1,000.000
24,1 06/06/90 8,000.000 4,182.834 5,182 834
West End Cons, W.Co. | 13 06/05/85 2,500.000 2 500.000
13.1 04/06/88 6,000.000 §,000.000
13.2 08/05/92 6,000.00¢ B.458.193 16,958 193
WS0CwWD 25 1091 3,000.000 T 2,151.19 2,151 119
Watermaster 29 08/05/92 10,000.000 28,948 946 28.948 946
Tolal Appropriative Pool Agreements 346,400.000
Total Appropriative Pool in Storage 193,646.7B1 19),646.781




APPENDIX H

LOCAL STORAGE ACCOUNT STATUS
{continued)

FISCAL YEAR ENDED JUNE 20, 1996
(Nor-Agricutural) Pool Date of Amount of
Entity No. # reament Agreemen Amount in Storage Tolal
Ameton 03/30/83 100.000 100.060
.1 04X06/88 500.000 500.000
.2 08X05/92 500.000 394.002 994,002
ica Rentat Sarvice 2 04/06/88 100000 0.000 0.000
Caimat 1 06/30/79 £89.220 1,589.220
1.1 05/3vB4 1,589.220 1,.589.220
1.2 02/07/90 1,589.220 2,224.908 5,403,348
*Cakfornia Stee) ind. THA 1220095 277.020 277.020
Kaiser Ventures Inc. [ 05/30/84 15,000.000
9.1 10/07/87 15,000,600 5471654 6,477.654
Praxair 8 03/30/83 150.000
’ 8.1 . 11/05/86 2,000,000 .
8.2 04/06/88 3,000,000 1,793.165 1,793,166
San Bemn. Cty Aip. Oiv, | 5 03/31/82 400,000 54700 547
SCE 14 06/05/85 500000
14,1 04/06/88 5 000.000 2,320,934 2,320,934
Space Center Mira Loma | 4 03/31/82 100.000 100.000
R 4.1 11/05/86 200,004 252.598 352.508
Sunkist 7 03/31/83 2,500.000 2,500.000
7.1 11/05/86 5,5K.000 8,311.383 10,811,283
Swan Lake 21 05/06/87 300.000 300.000
L 21.1 05/06/91 500.000 899.970 1,299,970
Total Qveriying (Non-Agriculturai) Pool Agreerments §5,617.560
Total Overlying (Non-Agricultural Pool in Storage 30,102,559 30,102,589
Total Agreements 402,017 660
Tolal in Sweage 223,749.280

“C5! recnived 8 portion of Katser's stored waler 83 8 eaull of o seflemtent agresment bebwean Kaiser ond CSI .



LOCAL WATER IN STORAGE

APPENDIX [-1

RECAPTURES, SALES AND TRANSFERS

FISCAL YEAR 1995-96

({Acre-Foet)
From To Use® Transfers Sales Recapture:
California Steed Ind, Fontana WC 4 233,12
Kaiser Ventures Inc. Chino Basin WM 3 18,000.000
Marygold Mutual WC Fontana WC 2 2,500.000
Monte Vista imi. Co, City of Chino 2 500.000
[ City of Norzo City of Norco 2 39347
City of Pomiona SCE 2 2,876.000
San Anlonic Waler Co. Jurupa CSD 1 §,000.000
5San Bern, Cnty Airports City of Chino 4 125.97C
Southern Caiifornia WC Fontana WC 2 §00.000
"City of Upland Ciiy of Ching 3 £48.000
Jurupa CSD 2 2,500.000
City of Ontario 2 2000.000
18,000.000 | 17,524.000 756.260
Totai 35,280,260
“Use

{1} placed in storage
(2) offset production

{3) abandonment per KVWRWQCSE agresment
(4) 1o partially satisfy assignmant of production for service by appropriator.



APPENDIX -2
ASSIGNMENTSITRANSFERS/LEASES

FISCAL YEAR 1995-36

(3) MWD Coogerative

{4) operating yield

{5} offset 95-96 praduction

(Acre-Feet)
From Ta Type | Use” Amount Total
Cucamonga CWD Watermasler L 1 3,060.948
MWD L 2 75.3 3,136.248
City of Chino Hills MWD L 2 284.900 254 900
Fontana UWC Cucamonga CWD. C 3 2557438
L 4 8,006.735 | 6.854.175
Kaiser Ventures, inc. Califomia Steel Ind, T NA* 1,300,000 1,300.000
Monte Vista WD MWD L 2 1,697,300
MWDMVYWD L 3 1,116.000 2,807.300
h-C.I.ity of Ontario MWOFOnlario L 3 1,501.900
MWD C 2 08| 1.512.700 ]
Santa Ana Riv. Water Co. Jurupa CSD L 5 1,800,000 1,800.000
City of Uptand MWD L 2 1,487.000 1,487.000
West SB Cnly WD Jurupa CSD L 5 1,000.00Q 1,000,000
“Tolal AsSignments/ T ransiersiLeases 22,282.32)
* Use **transfer of waler right pursuant to walar rights
{1} replenishment agreement, see Appendix L-1.
(2) MWD Cyelic



APPENDIX |3

ASSIGNMENTS
FISCAL YEAR 1995-96
{Acre-Faet)
From To Use* A@gunt Totat
County of San Bermardino
City of Chino through lts Airport Division 2 798.020 79.020
Subtotal 79.020
Fontans Water Company | Praxair inc. 2 166.200
Praxair Inc, 1 3,662.970 3.832.170
California Stesl Industries 2 1.695.50Q 1,695.500
Subtotal 5 527.670
Jurupa CSD Mutual Water Co/Glen 2 104.860 104.860
Ayon Heights
Mobie Comm. Mgmt Co. 2 239,580 239.580
for Swan Lake
City af Norco 2 615616 615.616
Santa Ana River Water 2 961,117 861.117
Company
Sublatal 1,921.173
Total Agency Agreements for Provision of Water Service 7.527.863

“Use
{1) offsel §5-96 overproduction
(2) annual assignment of production for receipl of same amounl of waler.



APPENDIX J

NEW PARTY INTERVENTIONS
APPROVED IN
FISCAL YEAR 1995-96

Overilying (Non-Agricultursl) Pool

General Electric Company

Overlying {Agricultural) Pool

Elizabeth H. Rohrs
Richard Van Loon
S.N.S, Daiy
Wineside 45
Frank Lizzaraga

Appropriative Pool

Cily of Fontana



APPENDIX K

WATERMASTER'S “NQTICE OF INTENT™
TO CHANGE THE OPERATING SAFE YIELD
OF THE CHINO GROUND WATER BASIN

PLEASE TAKE NOQTICE that on this 30th day of June 1896, Chino Basin Walermaster
herety files this "NOTICE OF INTENT™ to change the operating aafe yiekd of the Chino Ground
Water Basin pursuant fo the Judgment entered in Chino Basin Municipa! Water Oistrict v. City of
Chino, et al., San Bemardine Supertor Court, Case No, RCV 51010 (Exhibit I, Paragraph 2b, Page
80).

Approved by the
WATERMASTER ADVISORY COMMITTEE CHINO BASIN WATERMASTER
[-) A D dospl Cuindetall BY: i3 S Hull

P. Josaph Grindstaff Bill Hilk

Altest:

By o  delelfediwsen
John L. Anderson, Secretary



APPENDIX L-1
RESOLUTION No, 95-3

RESOLUTION OF CHING BASIN WATERMASTER APPROVING
SETTLEMENT BETWEEN KAISER VENTURES INC, ("Kaiser*) AND
CALIFORNIA STEEL INDUSTRIES ING. {"CSI") AND ACCEPTING
ABANDONMENT OF WATER BY KAISER

WHEREAS on January 24, 1978, the Chino Basin Watermaster
(“Watermaster”) was appoinied by the Superior Court of the State of California in
and for the County of San Bernardino (*Court™) to administer and enforce the
provisions of the Judgment in Case No. RCV 51010 ("Judgment”).

WHEREAS Kaiser is the successor lo Kaiser Steel Corporation ("Kaiser
Steel”) and Kaiser Resources Inc, (“Kaiser Resources”) and has been and Is a
party to the Judgment and a member of the Non-Agricultural Overlying Pool.
CSlis also a party 1o the Judgment and a member of the Non-Agricultural
Qverlying Pool.

WHEREAS from 1942 until 1983 Kaiser Steel operated a farge steel
preduction and processing facility on property near Fontana, California ("Fontana
Property™). In 1884 CSI purchased a portion of the Fontana Property from Kaiser
Steel and in 1988 and 1889 acquired additional portions of the Fontana Property.

WHEREAS from 1984 1o the present CS| has operated a steel processing
plant ¢n its portions of the Fonlana Property. From 1884 to the present Kaiser
has delivered water to CSi pursuant to certain utility services agreements.

WHEREAS on October 21, 1993 the California Regionai Water Quality
Controi Board, Santa Ana Region adopted Resolution No, 93-72, which was
intended to aliow Kaiser to fulfill cerain groundwaler remediation obligations
described therein by participating in a desailer project being undartaken by the
Santa Ana Watershed Project Authority pursuant to the terms of a Salt Offset
Agreement (ihe “Sall Offset Agreement”).

WHEREAS Kaiser and CSI now desire to resclve certain disputes and to
allocate certain rights and liabilities as between them including certain water
rights and rights 1o water stored pursuant o the terms of the Judgment. Kaiser
and CSl intend to enter into agreements entitled Water Rights Acknowledgment
and Water Righls Agreement to he!p achieve these purposes, |n addilion,

L-1



Kaiser desires {o abandon waler to Watermasier {or the purpose of meeting its
obligations pursuant to the Salt Offset Agreement and Walermaster desires to
accept the abandonment of waler by Kaiser for this purpose. Kaiser inlends to
execute an agreement entitled an “Election To Abandon Water To Walermaster”
for this purpose.

NOW, THEREFORE, Watermasier does hereby resolve and determine as
follows:

1. Watermaster approves the Water Rights Acknowledgment and
Waler Rights Agreement, attached hereto as Exhibits “1" and 2"
respectively.

2. Walermaster approves and agrees lo accept the abandonment of
water by Kaiser lo Walermaster for the purpose of meeting its obligations
under the Salt Offset Agreement. A copy of the agreement effecting this
abandonment, the Election To Abandon Water To Watermaster (the
"Election"), is attached hereto as Exhibit 73."

3. Watermaster's approvals and acceptances set forth in Paragraphs
1and 2 above are conditioned upon (i) the execution of the Water Rights
Acknowledgment and the Water Rights Agreement by Kaiser and CSl, (i)
the execution of the Election To Abandon Water To Watermaster by
Kaiser, {iii) the execution of appropriate water rights and water storage
assignments from Kaiser Steel and Kaiser Resources in favor of Kaiser
Ventures Inc. so that a!l the water rights and water in storage are held by
Kaiser Ventures inc., (iv) Kaiser Ventures Inc. intervenes in the Judgment
herein, and (v) the Court approves the Water Rights Agreement, the
Waler Rights Acknowledgment, the Election, and Kaiser Ventures'
intervention in the Judgment,

ADOQPTED this18th day of October 1895

Bill Hilt, %hain‘nan

ATTEST:

?M_gfmm

Secretary




WATER RIGHTS ACKNOWLEIDGMENT

This Water Rights Acknowledgment {(che *WATER RIGHTS
ACKNOWLEDGMENT") is entered into as cf June 1, 1995, by and
between Xaiser Ventures Inc. {"KAISER") and California Steal

Industries, Ine, ("CSIT).,
RECITALS

A. From 1942 uncil 1%83, Xaiser Steel Corporation
operated a large sceel production and processing facility on
approximately 2,000 acres of land near Foncana, Californla, owned
by Xaiser Steel Carporation (the °FONTANA PROPERTY*). Pursuanc
to an Agreement of Purchase and Sale enterad into effective as of
Auguat 17, 19684, CSI purchased approxiwmacely )78 acres of the
FONTANA PROPERTY., In 19688 and 1909, CSI acquired from third
parcias approximately 43 and 29 acres, respectivaly, of propecty
pravigusly owned by Kalser Sceel Corperstion and comprising &
portion cf the FONTANA PROPERTY. The 178, 4) and 25 acres of the
FONTANA PROPERTY formerly owned by Kalser Steesl Corporation and
fnow owred by CSI are hareinaftar collectively raferred to as the
"CS1 PROPERTY."

8, Pursuanc to the judgment {che *1%70 JUDGMENT*} in
Chino Bpsig Mupicipa) water Diatrict v, Cigy of Chine, et al..
S5an Bernardino Superior Court, Case No. ACV 51010 {the "WATER
RN
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CASE"}), rcn-agriculcural cverlying rights co the beneflcial uge
of 2,930.274 acre-feet of water annually from the safe vield gf
the Chino groundwater basin was decreed as sst forth ac page 60,
line § of Exhibit "D* to the 1978 JUDGMENT (the *"WATER RIGHTS").
The WATER RIGHTS are more specifically described in Section
II.B.8 and Exhibits "D* apnd "G* of the 1973 JUDGMENT.

€. From 1984 through the dace of thls WATER RIGHTS
AGREEMENT. CSI has operated a steal processing plant on the CSI
PROPERTY. From 1984 through the date of this WATER RIGHTS
AGREEMENT, XAISER delivered water to CSI pursuant te certain
utilicy services acreements.

. on or about August 25, 1992, CSI and the Chine
Basin Watermascer (the "WATERMASTER®) filed a "Joint Moction to
Interpret, Enforce, Carry-out, Modify, Amend or Amplify the
Jucgment Heresin® in the WATER CASE {the "JOINT MOTION®}, KAISER
dispucted CSI's and WATERMASTER’S claims in the JOINT MOTION, The
Court referred the JOINT MOTION to a Special Referese for the
preparation of a report and recommendation. Although the Special
Referee’'s report has been £iled wicth che Court, no final order con
the JOINT MOTION has Leen encexed by tha Courc.

E.  On or about March 25, 1§%3, CSI flled *California
Steel Industriee, Inc.'s Notica of Motion to Interpret, Enforce,
Carry-out, Modify, Amend, or Amplify Paragraph 7, Page 66 of
Exhibit G of the 1978 Judgmenc® (the "EXKIBIT G MOTION").
AAISER disputed CSI's claims in the EXMIBIT G MOTION. The Court
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'udgment Herein® in the WATER CASE !the “JOINT MOTION"). KAISER
lispuced CSI's claims in the JCINT MOTION,

F. On or about March 25, 199), CSI filed "California
jteel Induscries, Inc.'s Notice of Motiorn co Interprer, Enforce,
Zarry-out, Modify, Amend, or Amplify Paragraph 7, Page £§ of
Exhibit G of che 1978 Judgment® (the “EXHIBIT @ MOTION®). XAISER
disputed CSI's claima in che EXHIBIT G MOTION, The Court has not
ruled on the EXNIBIT O MOTION.

G, On October 21, 1991, the California Regional Wacer
Quality Concrel Board, Santa Ana Reglon (the "RRQCE") adopced
Resclucion No, $3-72, which was intended.to allow KAISER to
fulfill cercain groundwacer remediarion obligations described
thezrsin by particlpating in a desalrer project being undertaken
by the Santa Ana Watershad Project Authority pursuant Co the
texms of a *Salc Offset Agreement” (the "SALT OFFSET AGREEMENTY].
cs:»objec:ed to the SALT OFFSET AGREEMENT and filed a petition
for a writ of mandate, whick has now been digmicsed.

Y. Concurrently with their axecution of chis WATER
RIGﬁTs ACKNOWLEDGMENT, tha parties are encaring into a
“Sertlement Agreement® (the *SITTLEMENT AGREEMENT*) and a Ground
Water Indemnity Kgreemenc (the *GROUNDWATER INDEMNITY
AGREEMENT®), for the purposas of resolving certailn disputes and
allocating certain 1iabllities and potencial ljabjlities as
between them, and a "Water Rights Agreement,® for the purpose of

resclving their disputes relating to the WATER RIGHTI and

AMTIREAY
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carryover and storage rights associsted cherewith {the "WATER
RIGHTS AGREEMENT")., ‘The PARTIZS are entering into this WATER
RIGKTS ACKNOWLEDGMENT for the purpese of affecruating the
foregoing Agraements.

IT 1S THEREFORE agreed that:

1. Incerporatien of defined farmg,

Except as explicicly set forth herein, each of the
terms defined in che SETTLEMENT AGREEMENT and the exhibits to the
SETTLEMENT AGREEMENT uged in this WATER RIGHTS ACKNOWLEDGMENT
shall have tha meaning ascribed to them in the SETTLEMENT
AGREEMENT and tha exhibitg to tha SETTLEMENT AGREEMENT.

2. acknowiedement of CS] WATER RIGHTS.

KAISER hersby recognizes CSI’'s sole ownership and
axclusive right co use the following portions of the WATER RIGHTS
and formally relinquishes any right title, claims or ifnterest in
said pcreions of the WATER RIGHTS to CSI:

a. 1000 acre faec annually of the decreed WATER
RIGHTS as of August 17, 1984, including all right, title and
interest to carriad-ovar and stersd water resulting from an under
exercise of those rights occurring on and aftar August 17, 1584;

b. 300 acre feet annually of tha decreed WATER
RIGHTS as of July 1, 1895, Iincluding all right, title and
intevest to carried-over and stored water resulting from an undar

exercise of those rights occurring on and after July 1, 199%;

IR
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€. The unused balance of the 1000 acre feec of
the decreed WATER RIGHTS referred to AC paragraph 2{a}, above,
consisting of $10.14 acre Eeet of existing storage, as of Juns
30, 1594, held under the LOCAL STORAGE AGREEMENTS; and

é. 3024 .0% acre faac of KAISER’s capacity
storage right under the LOCAL STORAGE AGREEMENTS, which provide,
or it is ancicipated will provids, for a total storage capacity
ef 10,000.00 acre feet,

3, oW ¥, o

CSI hareby recognizes XAISER’s scle ownership and
exclusive right to use the following portions of tha WATER RIGHTS
and formally relinguishes any right title, claims or interesc in
said portions of the WATER RIGHTS to KAISER:

a. 2930.274 acra feet annually of the decreed
WATER RIGHTS, including all right, title and interest to carried-
over and stored watar resulting from an undar exercise of those
rights from the date of the entry of the 1378 JUDGMENT through
Auguss 17, 1984;

b. 1000 acre feet annually of the decresd WATER
RIGHTS, including all right, title and interest to carried-over
and stored water resulting from an under exsrcise of chose
rights, effeccive August 17, 1984, and at all times thereafter;

c. 21,535.44 acre feet of storsd wacer, as of

June 20, 1954, hald under tha LOCAL STORAGE AGTEEMENTS with
WATERMASTER;

LMA292043.0
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d, 1,930,274 acre-feet of carried over water:
and
e, 16,975.91 acra feet of the capiacity storage
right in the LOCAL STORAGE AGREEMENTS.
4. pcknowledgmenc of Jolnt WATER RIGHTS.
KAISER and CSI acknowledge that they have jointly held
ownership ¢f che following WATER RIGHTS:
a. $20.274 acre feet annually of the decreed
WATER RIGHTS, including all right title and interest to carriesd-
over and etored watar resulting from an under exercise of those
cights, effecrive August 17, 15684 and concinuing through and
including June 30, 1995; provided that KAISER had the exclusive
right to the use of the foregoing water, together with the rights
to carried-over and storage water resulting from the under
exercise of those rights.
b. £30,274 acra feet annually of the decreed
WATER RIGHTS, including all righe, title and interest to carried-
over and storsd watez rasulting f{rom an under exazcise of those
rights, affective July 1, 1995 (the "JOINT WATER RIGHTS"};
provided thar:
(1) Ipgerig Periad.
CSI shall have the first priority for
use of the JOINT WATER RIGHTS on ics lands from July 1, 1835
cthrough June 30, 2008 {the *INTERIM PERIQOD"), previded ic first

pPuts to use the 1,300 acra-feet referred to at paragraphs 2(a)




and 2(b) of chis WATER RICHTS ACKNOWLEDGMENT plus any watar in
CSI's carry-over and/or storage account. KAISER shall have che
right to use any porcion of the JOINT WATER RIGHTS not used by
CSI during the INTERIM PERIQD, KAISER sﬁall have the exclusive
right to carry over and stora for its benefit, includipng
sacisfaction of its obligations under the SALT OFFSET AGREEMENT,
asy unexercised porction of the JOINT WATER RIGHTS during the
INTERIM PERIQD,

{2) July 3, 200S and thereafter.

KAISER ahall have the first prioricy fer the
use of the JOINT WATER RIGHTS on the KAISER PROPERTY, eor in
fulfillment of its cbligaticns under tha SALT OFFSET AGREEMENT,
from July 1, 2005 and thereafter (the *FINAL PERICD"}, provided:
[1) with raspeact to its usa to fulfill ics obligations under the
SALT OFFSET AGREEMENT, KAISZR shall firsc exhaust any wacer it
may have in its storage account and then shall have put ro
beneficial use on the KAISER PROPERTY, or used in fulfillment of
irs salt offset obligations, its Tight to the 1000 acxe fasc of
water referred to in paragraph 3{b) above befors making any use
of the JOINT WATER RIGKTS and {2} with regpect to its use on the
XAISER PROPERTY, KAISER shall first exhaust its right to the 1000
acre feet referred to at paragraph J{b) above and then any water
thac it may have in its storage account before making any use of
the JOINT WATER RIGHTS. €SI shall have che right co use any
portion of the JOINT WATER RIGHTS not used by KAISER during the



FINAL PERIOD. KAISER shall have che right to carry over and
store Jor its sole benefit any unexercised portion of the &o:xw
WATER RIGHTS during the FINAL PERICD.

3 IU\ISE‘.R;! use of the JOINT WATER RIGHTS.
and any water carried over and stered for KAISER'S beneflitc as a
result of the JOINT WATER RIGHTS, is subject to KAISER's
obligations under the WATER RIGHTS AGREEMENT.
Dated: October § , 1985 KAISER VENTURES INC.

Byz& M/é P--- [oad

Dated: , 1995 CALIFORNIA STEEL INDUSTRIES, INC.

By: —574 L« .
Iy

APPROVED AS TO FORM:

Dated: G"‘t'—} , 1995 BEST, BEST & KRIEGER

oy B G ledienft

Arthur L. Licclewerth
Anne T. Thomas

Gene Tanaka

Attorneys for KAISER
Yentures, Inc.

Dated: &g ié i . 1995 LAW OFFICES OF JORN D. MUSICK., JRA.

AND ASSOCIATES

LY

By: Q\W\#“—J’i

ohn\ D. Musick, Jr,
ttorneys for California §
Industries, Inc.




STATE OF CALIFORNIA
L
COUNTY 0OF LOE_ANGELES

-ty

‘ A Q
on .\QL%. 1595 before me,* 7/ ‘, .MﬁI '
perscnally appeare __%dr. personally known

to me {ow—provad o ms con Lhe 5 sat ce) o
be the person{e] whose names aef subscribed to the within
inatrument and acknowledged to me that he/she execucted the same
in his/her authorized capacity(ies), and that by his/henftheir
signacure (s} on the instrument the parsonis}, or the entity upon
behalf of which the parsonfer scted, executed the instrument.

WITNESS my hand and officia) seal,

/ SR

o AL Palncia M, Wilams
uﬁ;\ gf““?m Signature of Notary Public

SR/ M MRS caumy ()



WATER RIGETS AGREEMENT

This WATER RIGHTS AGREEMENT 13 enterad into as of June 1,
1995, by and bactween Kaiser Ventures Inc. (“KAISER*) and
California Steel Induatries, Inc. ("CSI*) with reference to che

follewlng facts:

RICITALS

" A.  From 1542 until 1983, Kaiser Steel Corperation
opearated a large 3teel production and processing facility eon
approximataly 2,000 acrea of land near Fontana, California, owned
by Kaiser Steel Corporaction {the "FONTANA PROPERTY"). Pursuant
to an Agreement of Purchase and Sale entered into sffective as of
August 17, 1984, CSI purchased approximately 378 acres of the
FONTANA PROPERTY. In 1388 and 1209, CSI acquirad from third
parties approximately 43 and 19 acres, respectivaly, of property
previocusly owned by Xaiser Steel Corporation and comprising a
portion of the FONTANA PROPERTY. The 378, 43 and 23 acras of tha
FONTANA PROPERTY formerly owned by Xaiser Stesl Corporation and
now owned by CSI are hereinafter collectivaly referred to as the
*“CSI PROPERTY."

B. Pursuant §¢ the judgment {che *1978 JUDGMENT*) in
4 i W, [1

San Bernardino Superior Court, Case No. RCV S1010 (the *"WATER



CASE*}, non-agricultural overlying rights te the beneficial use
of 2,930.274 acre feet of water annually from the safe yield of
che Chino groundwater basin was decreed as set for:h ac page 60,
line 9 of Exhibic *D* to che 1978 JUDGMENT (che *WATER RIGHTSY).
The WATER RIGHTS are moyxe specifically described'in Section
II.BE,8 and Exhibice °D* and "G* of the 1578 JUDGMENT,

C.  XRISER has entered inte Chino Basin Local Storage
Agreemants 9.0 and 9.1, which permit tha storage of a tocal of
30,000 acra feet of overlying watar rights carrisd over from
preceding yeara., As of June 10, 1994, 21,046.61 acra feec of
water were in storage under those contraccs and 2,930.27%1 acre-~
feet of water wag held as carryovar water. Those contracts hava
expired and, as of tha dace of thig WATER RIGHTS ACKNOWLEDGMENT,
KAISER is attempting to ranew or to replace chose cunttac;a. Aa
used herein, tﬁa term 'LOCAL STORAGE AGREEMENTS" vefars to Local
Sterage -Agraemants 9.0 and 5.1, ar well ar to any renawals or
raplacémants of thoge agreements that KAISER may obtalin.

D. From 1384 chrough the date of this WATER RICHTS
ACYNOWLEDGMENT, C31 has operated a stsal processing plant on the
€SI PROPEATY. From 1984 through the date of this WATER RIGHTS
ACKNOWLEDGMENT, XAISER del{vered watar to CSI pur-u;nc to cercain
utilicy services agreemancs,

E. On or sbout August 25, 1992, €SI and tha Chino
Basin Watermaster (the "WATERMASTER®} filad a "Joinc Motion to
Interpree, Enforce, Carry-out, Modify, Amand or Amplify the

L ¢
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has not ruled on the EXRIBIT G MOTION pending its r_uling on the
JOINT MOTION.

F. On October 21, 1%9), the California Regional Watar
Qualicy Control Board, Santa Ana Region (the *RWQCE*) adopted
Resolucion No. 93-72, which allowed XAISER to fulfill cercain
groundwater remadiation obligatiens described thersin by
parcicipating in a desalter project being underctaken by the Santa
Ana Watarahed Project Authority pursuant to the cerms of a Salt
Offsar Agresemant (tha *SALT OFFSET AGREEMENT"). C5I ohiectad to
the Resclution and, an er about March 10, 1994, brought an actien
to contast the Resolution and the SALT OFFSET AGREEMENT. such
action being enticled California Stesl Industries, Inc, v,
california 3egionsl ¥ater Suality Control Board. Sanca Ana
Begion, San Barmnardine County Supesrior Court Case No. SCV 10862
{the *SALT OFFSET ACTICN"). The SALT OFFSET ACTION has been
dismiscad.

G. KAISER has entered into Chino Basin Local Storaga
Agreaments 9.0 and 9.1, which parmit the storage of a total of
30,000 acre feet of overlying water rights carriad over from
preceding years. As of June 30, 1594, 21,046.61 acre feet of
Wwiter were in storage under thoss contracts and 2,930.274 acra-
feer of watar was held as carryover water. Thoss contracts have
expired and, as of tha date of this WATER RIGHTS AGREEMENT,
KAISER is attempting Lo renew or te¢ replace those contracts. AS

used herein, the term "LOCAL STORAGE AGREEMENTS" refers to Local

1.



Stcrage Agreemencs 9.0 and 9.1, 3§ well as to any renewals or
replacements of those agreements that KAISER may obcain,

H. Concurrently with ctheir execution of chis WATER
RIGHTS AGREEMENT, the parties are entering into a *Sattlement
Agreement*® for the purpose of resolving a number of dispuces as
becween them (tha "SETTLEMENT AGREEMENT®).

I. The parcies would like to compromlse and setcle
thelr dispuces concerning CSI's &nd KAISER's entitlemenc to
certain of the WATER RIGHTS and the proposed amendments to the
Watermaster Rulees and Regulations currently baing licvigated in
the WATER CASE ag a result of cha JOINT MOTION and cha EXHIBIT G
MOTION.

In compromise of tha disputss becween the parties
regarding the ownership and use of the WATER RIGHTS, including
all carryover and storage rights assoclated therewith, and in
corsideration of the mutual promises ser forth in the SETTLEMENT
AGREEMENT and in this WATER RIGﬁS AGREEMENT, ths pazties agree
as follows:

1. Inpgorporacion of defined terms.

Except an axplicicly set forth herein, each of the
terms cdefined in the SETTLEMENT AGREEMENT and the exhibits to the
SETTLEMENT AGREEMENT used in this WATER RIGHTS AGREEMENT shall
have the meaning ascribed to them in the SETTLEMENT AGREEMENT and
the exhibits to the SETTLEMENT AGREEMENT,

g



2, Appolntment of Facrow.

Concurrently with their execution of this WATER
RIGHATS AGREEMENT, the parties hereto shall execute escrow
instructions, in the form attached to the SETTLEMENT AGREEMENT as
Exhibit *2,* appointing State Street Bank and Trust of
California, M.A. [YESCROW HOLDER'] to act as the escrow holder
undey the terms of this WATER RIGHTS AGREEMENT.

3. allocation of WATER BIGHTS.

In compromise of the disputes batween the parcies,
including their claim& entitlement to beneficlally use the WATER
RIGHTS and. carryover and storage rights associsted therewith, and
in consideration of the mutual covenanca set forth in the
SETTLEMENT AGREEMENT, concurrently with their execution of this
WATER RIGHTY AGREEMENT, KAISER and CSI shall sxacute and deliver
to ESCROW HCLDER a "Water Rights Acknowledgment® in the form
gttiched hareto as Exhibic "A" (tha *WATER RIGHTS
ACKNOWLEDGMENT"}. Within seven (7} days of this WATER RIGHTS
AGREEMENT becoming effective, ESCROW HOLDER shall deliver tkx
WATER RIGHTS ACKNOWLEDGMENT to CSI, which may then rscord the.
WATER RIGHTS ACKNOWLEDGMENT in the Official Records of tha County
Recorder of San Bernardine County, .California and otherwisa
proceed in accordance with tha 1578 JUDGMENT by £iling the WATER

RIGHTS ACKXNOWLEDGMENT with WATERMASTER.




4.  ASSIGNMENT of WATER RIGHTS.

immediately after executing this WATER RIGHTS
AGREEMENT, the parties will-joincly undertake to enger intoc an
appropriate agency agraament, pursuant to Paragraph § of Exhibic
"G' of the 1578 JUDGMENT, and the rules and regulacions of
HATERMASTB#, and conslstent with the provisions of this WATER
RIGHTS AGREEMENT and tha WATER RIGHKTS ACKNOWLEDGEMENT respecting
the use and priorities of che *Joint Water Rightz" described in
the WATER RIGHTS ACKNOWLEDGMENT (the "JOINT WATER RIGHTS"), with
the San Cabriel Valley Watar Company {the *WATER COMPANY"),
pursuant to which:

a. cthe PAATIES shall assign the JOINT WATER
RIGKTS to the WATER COMPANY for a period snding upen June 30,
2005, and

b, the WATER COMPANY shall:

(1) provide water service to the overlying
lands of CST and KAISER, subject to the provisions of paragraph
4(b)(1f of the WATEA RIGHETS ACKNOWLEDGMENT, and

{2} pay to XKAISER an amount aqual to at
leasc 30% of che tﬁen-currenn replenishment charge for tha CHINO
BASIN for guch portion of the JOINT WATER RIGHTS as may be used
by CSI ox KAISER.

In the event such an agency agreement is not
consurmated with the WATER COMPANY, CSI shall pay KAISER an

amount equal to 90% of the then-current replenishment charge for
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the CHINOG BASIN far all or any portlion of the JOINT WATER Riéurs
used by CSI on its lards.
5. ] i L] TER .
A copy of this WATER RIGHTS AGREEMENT and of the
WATER RIGHT ACKNOWLEDGMENT shall be deliversd to WATERMASTER by
CSI and KAISER, with directiocns to medify WATERMASTER's records
in accordance therewith. CSI and XAISER shall joincly raquest
that WATERMASTER correct its records Lo reflect the allocation of
warer set forth ia the WATER RIGHTS ACKNOWLEDGMENT.
6. ) 1 >
by KAISER.
€SI and KAISER agree that, from 1384 through 19%4,
all of che wacer dalivered to CSI by KAISER was de:ivid from
either KAISER's rights as a sharsholder of Fontana Union Mutual
Water Company or from the . "CSI Water Rights®" as described in the
WATER RIGKTS ACKNOWLEDGMENT {(the *CSI WATER RIGHTS"), or both.
To the extent that the watar produced and delivered by KAISER to
CSI was darived from the CSI WATER RIGHTS, or CSI's stored water
resulting from the CSI WATER RIGHTS, such water was dslivered by
XAISER co CSI at CSI's request and on CSI'ae behalf.
7. W, £ W,
sharoes.
Notwithstanding the provisions of this WATER
RIGHTS AGREEMENT and tha WATER RIGHTS ACKNOWLEDGMENT, neithex

KAISER nor CSI! shall be entitled to any adjustments to praviously
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billed races and charges for past deliverias of water Lo CSI by
KAISER,
8. (1). WATER RIGHTS defined bv 1978 JUDGMENT.

The WATER RIGHTS are subject co the provisions of
the 1379 JUﬁGMENT, which defines and limits chelr use. WNothing
in this WATER RIGHTS AGREEMENT or the WATER RIGHTS
ACKNOWLEDGMENT L5 intended co change or modify the pnaturs or use
of the WATER RIGHTS in a manner inconsistent with the 1578
JUDGMENT .

9. Perfommance of SALT OFFSET AGREFMENT.

4. KAISER acknowladges its obligations, pursuant
to the, terms of the SALT OFFSET AGREEMENT, co abandon to che
WATERMASTER 1,000 azcra-faet of water a year for 25 years to
satisfy che replenishment cbligation of the SAWPA desalter
projact, KAISER and CSI agrae that KAISER’S obligation to
ibandon watar to WATZIRMASTER hereunder shall ba an obligation
axpressly made fcr the benefic of WATERMASTER apd enforceable by
WATERMASTER pursuant to tha continuing jurisdictiecn of the Court
under the 1378 JUDGMENT. The paxtias agres that the obligations
of RAISER to WATERMASTER under this agreement shall be binding
upon KAISZR'g successors and aseigns.

b. In partial satisfaction cf ictx obligatcions
under the SALT OFFSET AGREEMENT, on or befors December 1, 1995,
KAISER shall irrevocably abandon te tha WATERMASTER ac least

18,000 acre foet of ity stored water for the purpcsa of




satisfying the replanishmenc obligation of the SAWPA desaleer
projece,

€. To che extent that CSI does not make use of
the JOINT WATER RIGHTS, as definad in the WATER RIGHTS
ACKNQWLEDGMENT, during the INTERIM PERICD, as defined cherein,
KAISER shall either:

{1} irrevccably abandon sald water To tha
WATERMASTER for the purpose of sactisfying the replenishment
obligaticn of the SAWPA desalter projecc or

({2) svore sald water under the LOCAL STORAGE
AGREEMENTS and account for the sctorage of such water separately
from the remainder of the water stored under the LOCAL STORAGE
AGREEMENTS .

d. To the extent that KAISER has not already
fulfilled all of its oblicatiens to provide water to the SAWPA
desalter project, during the FINAL PERIOD, as that term is
defined in the WATER RIGKTS ACKNOWLEDGMENT, KAISER shall eitker:

{1} jrrevocably abapdon to the WATERMASTER
for the purpose of satisfying the replenishment cbligation of the
SAHPA desalter project the water to which it le entitled by
reason of the JOINT WATER RIGHTS or

{2) stors said water under the LOCAL STORAGE
AGREEMENTS and account for the storage of such wacer separately
from the ramainder of the water stored under the LOCAL STORAGE
AGREEMENTS .,



., To the extant that XAISER elects to store
watey as provided ac paragraphs %(c)(2) and 2(d} (2} of chis WATER
RIGHTS AGREEMENT, KAISER ehall abandon a sufficienc quantity ot
said water to che WATERMASTER for the purpcse of satisfying che
replenishment obligation of the SAWPA desalter project. at or
before the time that it ie cbligated to provids such wataz under
the SALT OFFSET AGREEMENT, 5o as to saClsfy its obligaticns under
the SALT OFFSET AGREEMENT at or before the time chat sald
obligationy are due,

10. urt 3 ¥ KTd

Within thirty days following their execution of
chis WATER RIGHTS AGREEMENT, the PARTIEI shall jolntly petition
the court having jurisdiccion over the WATER CASE for an order:

a. approving this WATER RIGHTS AGREEMENT,

b. decreeing CSI's exclugive right to the
beneficial use of the CSI WATER RIGKTS and the parcies’ mutual
rigkts to ctha beneficial use of :he.JOINT WATER RIGHTS as
srovided in the WATER RIGHTS ACKNOWLEDGMENT, ard

c. approving KAISER’s abandonment of 18,000 acre
feet of ita stored water to the WATERMASTER for the SAWPA
desalter project ar described at paragraph 9(b) {f this WATER
RIGKTS AGREEMENT.

Pending the entry of such an order, the parties shall request
that the court having jurisdiction over the WATER CASE stay all

progeedings with respect to the JOINT MOTION and the EXHIBIT G
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MOTION. Upen tha entry of a final order as sat forth abova, and
all of the conditions to the effectivenass of the SETTLEMENT
AGREEMENT having been satisfied, CSI shall execute a *"Notice of
Withdrawal of Motlon" with respect to tha JOINT MOTION and the
EXHIBIT G MOTION in the form attached hersto as Exhibit *B.

‘This WATER RIGHTS AGREEMENT shall bacome effective
upen che entry of an order of the Court in the WATER CASE
approving this WATER RIGHTS ACRZEMENT as provided hareln.

12. Advice of gounsel.

The PARTIES represenc and warrant that they have
sought ard obtained the advice and counsel of their attorneys
with respect to thie WATER RIGHTS AGREEMENT.

13. Arendment.

This WATER RIGHTS AGREEMENT cannot he modified

except by written document signed by all of the PARTIES.
14. Choice of lavs.

This WATER RIGHTS 'AGREEMENT shall in all respects
be interpretad, enforced, and governed by and under the internal
iaws of the Stats of California.

15, Interprecacion of WATER RIGHTS AGREEMENT.

This HJ-\TER RIGHTS AGREEMENT has baen mutually

drafted. The language of this WATER RIGHTS AGREEMENT shall be
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construed as a whole according to & fair meanirg, and not
strictly for or agalnst any of the parcies.
16, Coozs.

The parcies shall each bear thelr own respective
l:EOKHCYI'lf.lE and coats in connection with che JOINT MOTION,
the EXHIBIT G MOTION and the preparation of this WATER RIGHTS
AGAREEMENT.

17. ALuormey’a feed.

In the event that either of the parties breaches
this WATER RIGHTS AGREEMENT, the breaching party ex parties shall
pay each prevailing party all cosce of any accion or preoceeding
tor damages and/or enforcement, lacluding reascnable attorney's
fees and costs.

18. Integration.

This WATER RIGHTS AGREEMENT is part of the
SETTLEMENT AGREEMENT and ia subject to its terms and conditions.
Excepc as explicitly set forth in the SETTLEMENT AGREEMENT, this
WATER RIGHTS AGREEMENT constitutes tha £inal and completes
agreement of the pa;tiul hearste with respact to the subject
matter hereocf and supersedes all prior or contemporansous
negotiations, promisey, covenants, agreements or raprasentations
concerning any matters directly, indlrectiy or collaterally
related Co Che subject macter of this WATER RIGHIS AGREEMENT.
The parties heratc have axpresely and intencionally included in
this WATEAR RIGHTS AGREEMENT and the SETTLEMENT AGREEMENT all
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collaveral or additlonal asgreements which may, in any manner,
touch or relate to any of tha subject matter of this WATER RIGHTS
AGREEMENT. and, therefore, all promizes, covenants and agreements,
collateral or otherwise, are included herein and nh;rein. It is
the intention of the parties to this WATER RIGHTS AGREEMENT thac
it and the SETTLEMENT AGREEMENT shall constitute an integracion
of all cheir agreements, and each understands that in the event
of any subsequent litigatien, controversy or dispute concerning
any of ite terms, conditicns or provisions, nc party herero shall
be permitted to offer or i{ntroduce any oral or extrinsic evidence
cencerning any other collateral or oral agreement between tha
,parcies not includad herein or in the SETTLEMENT AGREEMENT.
19, Counterpartsy..

This WATER RIGHTS AGREEMENT miy bes executed in
countarparte by the PARTIES and shall become effective and
binding at such time am all of the PARTIES have signed &
counterpart of this WATER RIGHTS AGREEMENT.

WHEREFORE, the partieg hereto have executed this WATER
RIGHTE AGREEMENT as of the date and year set forth above.
Dated: Qctober § ., 1595  KAISER VENTURES INC.

By: & M‘yé;dﬂ

Dated: . 19395  CALIFORNIA STEEL] INDUSTRIES, INC.

(Signatures continued co next page) L,,{/ J
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APPROVED AS TQ FORM:

Dated: & \] , 1995  BEST, BEST & KRIEGER
o Odh. U Udroddh

AND

Arthur L. Licclaworth
Anne T. Thomas

Gena Tanaka
accorneys for KAISER

Ventures, Inc.

Dated: g ésaq , 1995 LAW OFFICES OF JOHN D. MUSICK. .
h ASSOCIATES MY’

By:

J . Huilgk. Jr,
Atterheys for California Stee
Induitries, Inec.
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KAISER VENTURES INC.

ELECTION TO ABANDON WATER
TO WATERMASTER

RECITALS

1. Pursuant to the case enlitled
i , Case No, RCV 51010 {Formerly Case Number SCV
164327), January 30, 1978 hereafler “Chinc Judgment®, rights to the use of
water in the Chino Groundwater Basin were adjudicated to various entities, and
the Chino Basin Watermaster was appointed to administer the judgment subject
to the jurisdiction of the court.

2. Under the Chino Judgment, Kaiser Ventures Inc. ("Kaiser) has an
adjudicated right to the safe yield of the Chino Groundwater Basin of 2,930.274
acre-feet annually, and is a member of the Cverlying (Non-Agricultural} Pool. In
addition to its share of the safe yield, Kaiser also has rights to water held
pursuant to storage agreements with the Watermaster, derived from its
unexercised rights. Kalser has 21,046.61 acra-feet of water In storage and
2,930.274 held as carryover water with Watermaster as of June 30, 1994,

3. Paragraph & of Exhibit “G" of the Chine Judgment provides that
Overlying Non-Agricultural rights are appurtenant to the land and are only
assignable with the land for overlying use, subject to an exception not relevant
here. Therefore, Kaiser cannot directly transfer or assign ils waler rights except
in accordance with the provisions of the Chino Judgment,

4, Paragraph 61 of the Chino Judgment provides that loss of water
rights through abandonment, forfeiture, or otherwise can only be accomplished
by a written election of the owner of the right filed with the Watermaster, or by-
court order,

5. On QOctober 21, 1993, Kaiser entered into a Seftlemant Agreement
with the Reglonal Water Quality Control Board, Santa Ana Region, (Salt Offset
Agreement}, in which, among other things, Kaiser agreed o execule a written
election to abandon 1000 acre-feet of water annually from ils storage accounts
for 25 years, if the Chino Basin Walermaster determined that such abandoned
waler could be used to satisfy the replenishment obfigations of the Santa Ana
Watershed Project Authorily Desalter Project ("Desalter”).




6. On Seplember 28, 1995, the Advisory Committee of the Chino
Basin Walermasler recommended approval of Resolution 95-3, accepling
Kaiser's abandonment of water and applying it for the use of the Desaller as
replenishment waler, subject to approval of the court. On October 18, 1995, the
Chino Basin Watermasier approved the resolution, subject lo approval by the
court in the Chino Judgment,

7. Kaiser now desires lo execute a written abandonment of 25,000
acre-feet of waler in accordance with the Salt Offset Agreement, contingent on
the Watermaster obtaining court approval of Resolution 95-3. Concurrently
herewith, Kaiser and California Steel Industries, Inc. are entering into a “Water
Rights Agreement” and a “Water Rights Acknowledgment” {o resolve their
dispute relating to waler rights, slorage rights and carryover rights accorded
under the Chino Judgment.

ELECTION TO ABANDON STORED WATER

8. Recitals 1-7 are incorporated in, and made a par of this Election lo
Abandon Water.

9. Kaiser hereby agrees and elecls lo abanden to Watermaster a total
of 25,000 acre-feet of water over a period of ime not to exceed 25 years from
the date at which court approval of Resolution 85-3 is obtained, in accordance
with Kaiser's commitment under the Salt Offset Agreement and pursuant to
Resolution 95-3 of the Chino Basin Watermaster. Kaiser further agrees that this
Election to Abandon Waler shalt be an obligation owed {o Walermaster and
enforceable pursuant to the continuing jurisdiction of the Court in the Chino
Judgment.

10.  Kaiser will implement paragraph 8 above by abandoning specific
amounts of water on an annual basis by means of written notice to the
Walermaster, in amounts which will ba no less than 1,000 acre-feet a year,
provided that Kaiser may choose {o abandon larger amounts of water in any
year, and such larger amounts, to the extent they exceed 1,000 acre-feet, shall
reduce or eliminate the 1,000 acre-feet per year obligation for future years, Such
abandoned water shall be water held by Kaiser in local storage agreements with
Watermasier or water to which it is entitled pursuant to waler rights recognized
under the Chino Judgment and accorded to it pursuant to the Water Rights
Agreement and the Waler Rights Acknowledgment,

11.  Each year Kaiser shall file a slatement with Watermaster indicating
the following:

(a) The amount of waler which Kaiser elects o abandon to
Watermaster thal fiscal year.




{t)  An atcounting of how much water.in lolal has been
abandoned to Watermasler in accordance with this Election. Any required
slalemenl shall be filed at or befora the time required by the Rules and
Regutations of the Chino Basin Watermaster for the filing by members of the
Overlying (Non-Agricultural) Pool of the final quariery reports. For the first 18
years of operation pursuant {o this Election, the requirement of this paragraph 11
for a stalement is satisfied by the stalement of abandonment contained in
paragraph 12 below,

12.  For the year 1995-96, Kaiser elects 1o abandon 18,000 acre-feet of
water to Watermaster currently held by it In Storage Accounts with Watermaster
in furtherance of the Salt Offset Agreement, Said abandonment shall be
effective as of the date Court approval of Resolution 95-3 is obtained.

13.  Kaiser requests that the Watermaster file this Election to Abandon
with the Court and provide Kaiser and the Regional Water Quality Contrel Board,
Santa Ana Region, with a writien acceptance of the abandonment,

Executed onOctober 18 1095,
KAISER VENTURES INC.

By:

Agreed o and accepted on Ottober134g9s,

CHINO BASIN WATERMASTER

s

By:




APPENDIX L-2

AGREEMENT REGARDING AN ALTERNATIVE
WATER SUPPLY SOURCE FOR THE REPLENISHMENT
OBLIGATION OF THE CHINO BASIN DESALTER

The California Regional Water Quality Control Beard, Santa Ana Region
("RWQCE"), the Chino Basin Watermaster ("Watermaster®), the Chino Basin
Appropriative Pool, the Chino Basin Overlying {(Agricultural) Pool, and the
Chino Basin Overlying (Non-Agricultural) Pool hereby enter inte the following
Agreement:

WHEREAS the Chino Basin Watermaster was appointed on January 27,
1978, under the Judgment in Case No. RCV §1010 {formerly Case No, SCV
164327) entilled Chi i i istri i i
(the “Judgment"), with powers ta levy and collect administrative and
replenishment assessments necessary to replace water produced from the
Chino Basin in excess of Safe Yield allocations and to cover the cost of
administration of the Judgment; and

WHEREAS, pursuant to the Judgment the waler producers in the Chino
Basin were organized into three Pools, consisting of the Appropriative Poal, the
Overlying (Agricultural} Pool, and the Overlying (Non-Agricultural) Pool; and

WHEREAS the RWQCB intends to mandate salt offset requirements for
Basin clean-up on the Overlying (Agricultural) Pool members; and

WHEREAS the parties hereto are endeavoring to facilitate the
development and construction of a desalter project to be constructed under
Santa Ana Watershed Project Authority's Project Agreement 14 {the "Desalter”)
for the purpose of removing high-salinity/nitrate groundwater to stabilize and
eventually improve water quality in the Chino Basin; and

WHEREAS a Desalter is necessary to effect cleanup of the Chino Basin
as required by the RWQCB, and

WHEREAS operation of the Desalter will require production of water, by
pumping groundwater from the Chine Basin, removing excess salts from the
water, making the reclaimed water available for use, and placing the resulling
brine in the Santa Ana Regicnal Inlerceptor line for disposal outside of the
Chino Basin; and
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WHEREAS the Desalter has no Safe Yield allocation in Chino Basin and
all water produced by the Desalter must be replenished; and

WHEREAS due to the replenishment cbligation, the Desalter will not be
eccnomically feasible for an uncertain period of lime unless alternatives are
found to offset said replenishment water obiigalion; and

WHEREAS the Watermaster has adopted Resolution 93-10-1 regarding
the supply of replenishment water lo be used to meet the replenishment water
obligation resulting from the Desaiter; and

WHEREAS the Watermaster has developed a list of various
replenishment water sources to meet the repienishment obligation of the
Desalter as shown on Exhibit “A” attached hereto; and

WHEREAS on or about October 21, 1993, Kaiser Rescurces, Inc. (now
known as Kaiser Ventures, Inc.) ("Kaiser”), a party to the Judgment, and the
RWQCB entered inle an agreement (the “Salt Cffset Agreement”) pursuant to
which Kaiser agreed to make cerlain payments and {o provide waler {sufficient
fo remove 4000 tons of salt per year for 25 years) to satisfy a portion of the
replenishment water obligations of the Desalter; and

WHEREAS on or about Oclober 18, 1895, in partial satisfaction of its
_ obligations under the Salt Offset Agreement, Kaiser executed an Election to
Abandon Water to Watermaster pursuant to which Kaiser agreed to abandoen to
Watermaster rights to 1,000 acre feet of water per year for 25 years (and made
an initial abandonment of 18,000 acre feet of water) for the purpose of
salisfying & portion of the replenishment water obligations of the Desalter; and

WHEREAS the parties hereto have proposed that Watermaster supply
up to 12,000 acre feet per year of replenishment water pursuant to the terms
and conditions of this Agreement; and

WHEREAS the Watermaster has stated that at current rates the value of
12,000 acre feet per year is at least $2.7 million up lo $18.2 million each year;
and

WHEREAS the parties hereto wish to enter into this Agreement to
memorialize the obligations which they have underlaken;



NOW, THEREFORE the parties hereto do hereby agree as follows:;

1. The Watermaster will provide up to 12,000 acre feet per year of
the replenishment water obligation resulting from operations of the Desalter,
subject fo Section 11 hereof. The seplenishment water sources stated on
Exhibit *A® will be used by Watermaster to meet up to 12,000 acre feet per year
of the replenishment waler obligation resulting from operation of the Desalter,
subject to Section 11 hereof. The 1,000 acre feet of water per year abandoned
by Kaiser pursuant to lts Election to Abandon Water to Watermaster shall be
part of such 12,000 acre feet. Nothing in this Agreement shall be deemed to
release Kaiser from any of its obligations under the Salt Offset Agreement or to
release Kaiser or Watermaster from any of its obligations under the Election to
Abandon Water to Watermasler.

2. Watermaster will have no obligation to supply any replenishment
water in excess of 12,000 AF in any one year. Neither Watermaster nor any of
the Pools created pursuant 1o the Judgment will be required by the RWQCB to
make any contribution, including any contribution of water, water rights, or
cash, 1o contribule to: (1) removal of salts or nltrates deposited in the Chino
Basin prior to the date of this Agreement, and (2) remova) of salts or nitrates
contributed by agricultural sources subsequent to the date of this Agreement.
This shall not limit the RWQCB's authority to require cleanup by specific
dischargers of nonagricultural plumes of salts or nitrates, such as those from
Kaiser, Chino Basin Municipal Water District facilities, or other regulated or
unregulated nonagricuttural facilitles.

3. Nothing contained in this Agreement shall be construed to limit in
any way the authority of the RWQCB to Issue, impose and/or enforce waste
discharge requirements for any agricultural operation within the Chino Basin.
However, with regard to routine agricultural operations the RWQCB will not
require or seek mitigation, including payment of any monies or provision of
replenishment water, for deposit of salls or nitrates in the Chino Basin
groundwater outside of such enforcement of waste discharge requirements.
The RWQCB will adopt guidance at a iater date defining waste discharges from
routine agricultural operations. It is undersiood that the Regional Board,
following public hearings, may modify the waste discharge requirements and
that the modified requirements may be different or more stringent than those
currently in place.

4. The legal rights and remedies of the parlies to the Judgment to
address the pollution of the Chino Basin groundwaler or lo require any
regulatory agency, including the RWQCB, to fulfili its duties with respect to any




pollution of the Chino Basin groundwater, except as released herein, shall not
be impaired by this Agreement,

5, Costs associated with securing the sources of repienishment
water set forth in Exhibit “A® and satisfying the replenishment obligation of the
Desalter will be of two lypes: (1) costs thal ara annual in nature and (2) costs
that may be incurred to offset a specific replenishment water obligation once it
is determined there Is a deficiency. Costs that are annual In nature (such as
maintenance, improvement or conveyance costs assoclated with spreading
additional runoff or some quantity of reclaimed water) will be assessed by
Walermaster as established in Section 8 of this Agreement and recavered
annually, Prior to the initial year of Desalter operation, an estimate wiil be
made of these costs and they will be presented during the budget process for
assessment during the inltial year of operation and annually thereafler, The
Appropriative Pool shall decide which sources of replenishment water will be
developed and therefore assessed. With regard to offsetting the specific
replenishment water obligation of the Desalter, Watermaster will first determine
If the replenishment water obligation exceeds the water daveloped from the
replenishment water sources as stated In Exhibit "A” based on the information
available each year during the budget process. If there Is a replenishment
water obligation, Watermaster will carryovar the deficlency for the first five
years of Desalter operation, In the sixth year of Desalter operation, a
determination will be made whether the replenishment water cbilgation from the
first five years of Desalter operation Is grealer than the replenishment water
developed from the replenishment water sources stated In Exhibit "A." If the
replenishment water obligation Is greater, Walermastar may purchase
additional replenishment water to satisfy such replenishment water obllgation,
or may make a determination as to whether there are any other sources of
replenishment water that have not yet been utilized to offset the replenishment
waler obligation of the Desalter. If additional replenishment water cannot be
developed, a special assessment may be levied as established In Section 8 of
this Agreement,

6. The annual and special assessments will be lavied 50% based on
the prior years' Appropriative Pool total agricultyral transfers, end 50% based
on the prior years' Appropriative Pool total production. The annual and special
assessment costs will be reduced by any amount covered by MWD's
Groundwater Recovery Program. The Overlying (Agricultural) Pool and the
Overlying (Non-Agricultural)} Pool shall not be assessed for the costs identified
in Section 5 hereinabove.




7. The quantily of water derived from each source specified in
Exhibit "A” is anlicipated to be in the range of that shown for each source in
Exhibit “B,"

8.  Afler Kaiser is given salt removal rights of 4000 fons per year for
20 years, the Desalter replenishment walter obligation offset provided by this
Agreement shall be consldered the total contiibution by the Overlying
{Agricultural) Pool to the Desalter. This contribution shall satisfy salt offset
requiremants mandated for Basin clean-up on the Qverlying (Agricultural} Pool
members by the RWQCB, if the Qverlying (Agricultural) Pool reasonably utilizes
the Chino Basin co-composting facility. Subject to Paragraph 3 of this
Agreement, the RWQCB further agrees that those parties lo the Judgment
which are members of the Overlying (Agricultural) Pool, as such parties are
identified in the Judgment, shall have no further liability or responsibility for
mitigating any adverse impacts of salls or nitrates in the Chino Basin
groundwater. The RWQCB and the Overlying (Agricultural) Pool and its
members expressly agree not to assed or demand that any portion of the water
supplies of the Chino Basin over and above the 12,000 acre feet per year
specified in this Agreement should be dedicated for the purpose of mitigating
any adverse impacts of salls or nitrates in the Chino Basin groundwater,

9. If move replenishment water is developed from the sources
identified in Exhibit "A" than is necassary fo meet the replenishment watar
obligation of the Desaiter, then the excess water wilt be carriad over to offset
future obligations or may be sold for general replenishment purposes at the
discretion of the Appropriative Pool, However, the cost of any such water
purchased by a party within the Appropriative Fool for replenishment purposes
shall be borne entirely by that party and shall not be subject to subsidy
pursuant to the 85/15 rule.

10.  Nothing herein stated shail be deemed an admission of
wrongdoing by the producers of water from the Basin regarding water quality
degradation currently or historically occurring in Chino Basin.

11, Walermaster agrees to continue to supply replenishment water
as required by Section 1 hereof {0 offset Desalter production for as long as the
Desalter is operational, to the extent it is necessary to make the cost of the
product water from the Desalter competlitive with the then current market cost
of a treated replacement water supply from ancther source. However, Water-
masier shall not have an obligation to purchase water o meet its replenishment
obligations pursuant to Section 1 hereof after the period of time the Desalter is
financed or 20 years, whichever is shorter.




12.  This Agreement shall become effective upon ils execution by the
parties hereto and its approval by the Court having continuing jurisdiction with
regard to the Judgment.

13.  This Agreement constitutes the entire agreement among the
parties with respect to the subject matter hereof. No modification of this
Agreement shall be valid unless in wriling, signed by all parties hereto, and
approved by the Court having continuing jurisdiction with regard lo the
Judgment. All parties shall be deemed to be the drafters of this Agreement and
no provision of this Agreement shall be construed against any party as the
drafter thereof.

14.  This Agreement shall bind and enure to the benefit of the officers,
employees, agents, heirs, executors, administrators, successors and assigns
of the parties hereto.

CALIFORNIA REGIONAL WATER

QUALITY CONTROL BOARD,
SANTA ANA REGION

“ William T,” Hifdy, <3¢

Its Chairman

ATTEST:

CHINO BASIN WATERMASTER

ATTEST:

AL L iy

7 Secretary




ATTEST:

Lo et

Secratary

ATTEST:
T Yy

Secretary 7

ATTEST.

dméé‘w

Secretary

CHINO BASIN
APPROPRIATIVE POOL

By d%ﬂ”f- ID Ql‘ﬂrgf
Edwin D. James

its Chalrman

CHING BASIN OVERLYING
(AGRICULTURAL) POOL

BYW/
rt H. Deberard

Its Chairman

CHING BASIN OVERLYING
{NON-AGRICULTURAL} POCL

oy Stptan (0.4

its Vice Chairman




EXHIBIT A

Interception of rising waler leaving the Basin,

Use of reclaimed water lo recharge the Basin.

Water available from either transfers or abandonment by members of the
Non-Ag Pool. ‘

Waler slored in Walermaster accounts.

Other new waier introduced into the Basin, (This could include, bul not be
limited te: infroduction of Sania Ana River waler, increased inflow from other
basins, and additional recharge of storm runoff.}



Exhibit B
Allocation of Replenishment Sources

Desalter Production Capacity (mgd) 5 H 16

Replenishment Obligation (acre-Rt) 5,598 3,957 17.914
Repienishment Sources

Inlerception of Rising Water (1) 1,679-2,239 2,687-3,583 FIM-T,166

Use of Reclaimed Water lo 3,000-5,000 3,000-5,000 5,000-7,000

Recharge Basin (2)

‘Waler Available rom either Transiers 1,100-3,300 1,100-3,500 2,100-3,500

Or Aband t by Members of the
Non-Agriculiural Pool; Includes Kaiser (3)

Wailer Stored in Watermasier Accounts (4) 548-543 548-548 548-543
Other New Water Introduced 2,000-4,000 2,000-4,000 4,000-8,000
To the Basin (5)
Total Avaitable Replenishment 9,327-15,287 10,335-16,630 17,022-26,213
Moses: (11~ Mampnfnwmmuﬂmmnn also apsumey 1hal iotal basin production exceeds safe yield.
{2} - assumcs that mgench gc program ol Ely snd Lower Cucamonga Dasin in mext three years and expand io oiher
spreading basing i mdut

{3} - mssumcs. thal no icw wler will go iy Storage actounts, wnpriduced rights will be rasferned 1 o ente oqual 0 .75 10 1.25 ol 1989 &0
1994 average (-2.800 scr-Vyt) of waproduced waler by nos-ag puol_

- m-ﬂncmmlywmhy\\lnﬂnﬂﬂﬂmﬂom ft spresd over 20 years.

151 - assuencs mew watcr developed from harge, 1,000 scre-l fyr of new wacer js under development by CIWCE st new Brook
Sirect Hasin




APPENDIX L-3
RESOLUTION NO. 96-3

A RESOLUTION OF THE CHINO BASIN WATERMASTER TOQ FINANCIALLY SUPPORT THE
DEVELOPMENT OF ADDITIONAL DESALTING IN THE CHINO BASIN TO PROTECT THE
SAFE YIELD OF THE BASIN

WHEREAS, the Chino Basin Walermaster (Walermasier) was appdinied on January
27,1978, under the Judgment in Case No. RCV 51010 (formery Case No. SCV 164327)
entilied Chino Basin Municipal Water_District v. City of Chino Et al. (The “Judgment"), with
powers 1o levy and coflect replenishment assessments necessary to replacs water produced
from the Chino Basin In excess of Safa Yield allocations and to cover the cost of administration

of the Judgment; and

WHEREAS, Walermasler has approved an agreement with the Cafifornla Reglonal
Water Quality Conlrol Board, Santa Ana Region (RWQCB) to provide 12,000 acre feet of
replenishment waler for the Santa Ana Watershed Project Authority's Project Agreement 14
{Desalter) for the purpose of removing high-safinity/nilrate groundwater o stabillze and
eventually improve water quality in the Chino Basin; and

WHEREAS, although the Dasalter will begin to clean-up the southern portion of Chino
Basin, additicnal desalling or other technologies may be required in order for agencies lo be
able 1o develop waler in the lower portion of China Basin for domestic use and to protect the
exisling Safe Yield of the basin; and

WHEREAS, desalting is expensive and may not be economically viable if an agency
musl purchase replenishment water to offset production produced through a desalter;

NOW, THEREFORE the Watermaster does hereby determine as follows:
1. That when the demand for desalted waier in the soulhern portion of the Chino .

Basin exceeds the 12,000 acre feet produced by Ihe Desaller, Walermaster will provide
addilional replenishmen! water 1o offset the replanishment obligation for fulure desalling
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projects that make economic sense and protect the Safe Yield of the basin. The replenishment
sources used to offset the replenishment obligalion will come from the interception of rising
groundwater to the Sanla Ana River, other water sources, including reclaimed, developed by
Watermaster, and may include the purchase of replelnishmenl walter,

2. Watermaster will continue to provide replenishment water to future desalters to
the extent that the incremental cost of desalting groundwaler is greater than the cost of
producing overdraft water that requires no wellhead {reatment.

3 If Watermaster is required lo purchase water to meet the replenishment
obligation of the future desallers, a special assessment may be [evied.

4, Watermaster hereby expresses support to the RWQCB in Hs attempt o regulate
politutiort that makes its way into the Chino Basin, and encourages them to continue that effort.

£ That the Secretary Is hereby authorized and directed to transmit certified coples
of Resolution No. 956-3, to the appropriate agencles.

***  APPROVED BY ADVISORY COMMITTEE BY A UNANIMOUS VOTE ON JUNE 286,

1896,
ADOPTED this 10th _ day of _ July _, 1996.
[
hairga

CHino Basin Watermaster

ATTEST:

L. L s

&ée:rela ry
Chino Basin Walermaster




APPENDIX M

FOURTH AMENDMENT TO THE CHINO BASIN CYCLIC STORAGE AGREEMENT

This Amendatory Agreatnent (hereinafter “Amendment’} is made as of January 5, 1996,
by and between the Metropolitan Water District of Southern California (hereinafter “Metropolitan”},
the Chino Basin Municipal Water District (hereinafter "Ching"} and the Chino Basin Watermaster
{hereinafter “Watermaster®).

RECITALS

WHEREAS, The parties to this Amendment entered into an agreement titied Chino Basin
Cyclic Storage Agreement (hereinafter, "Agreement”), dated December 4, 1978, for the purpose
of giving Metropolitan the right to store up fo 100,000 acre-feet of State Project water in the Chino
Basin,

WHEREAS, the Agreement has been extended by previous amendments to January 5,
1996;

WHEREAS, water stored under the Agreement is used 1o meet Chind's groundwater
replenishment demands pursuant fo specific criteria set forth in Article 6 of the Agreemant;

WHEREAS, under its terms, the Agreement allows Metropolitan 1o defiver State Project
Water to the Chino Basin for spreading and percolation into the Chino Basin, and such quantities
of water, less losses, are 1o be credited by the Watermaster to Metropolitan's Cyclic Storage
Account;

WHEREAS, the parties to the Agreement are reviewing @ number of policies and
procedures that may affect the terms of storage and delivery of water under future amendments
to the Agreement;

WHEREAS, the parties to the agreement desire to extend the term of the Agreement one
year in order to continue the benefits that the Agreement provides while the aforementioned
review is taking place;

NOW, THEREFORE, the parties heraby enter into this Amendment to the Agresment as
follows:

CQVENANTS

1. Article B (a) of the Agreement is hereby amended by extending the term of the
Agreement an additional one year to January 5, 1997.




2. This Amendment shall be effective as of the date first above written, and
Watermaster shalf petition the Court for ratification of such approval as a portion of its next

Watermaster Annual Report.

IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly

axacuted by its authotized officers.

ATTEST:

+/s ok | Ardirion

Secretary

APPROVED AS TO FORM:

Attornay for Watermaster

ATTEST:

+/s Keres: £, Denf]
Execuytive Secretary

APPROVED AS TO FORM:

Gregory Taylor
General Counset

a/s T.

General Counsel

ATTEST:

31 Joln L A sdtrion

Secretary

APPROVED AS TO FORM
AND EXECUTION:

Attorney for District

THE CHINO BASIN WATERMASTER

By:_¢/+ Bl Hu!

THE METROPOLITAN WATER DISTRICT OF
SOUTHERN CALIFORNIA

Byt 4/4 W.'h.. Hovet
Deputy General Manager

{SEAL)

THE CHINO BASIN MUNICIPAL WATER

DISTRICT
tiy: _s/s BRll Hlt

{SEAL)
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Qrange Vatley

Charles Z. Fedak & Co. 6001 Orange Averuy
Contifed Fokd Aeoouniunts Cypress, Calilornia 90630

(714) 527-1618
(310) 596-6565
FAX (714) 527-9154

INDEPENDENT AUDITORS' REPORT ON FINANCIAL STATEMENTS

The Board of Directors
Chino Basin Watermaster
Fontana, California

We have audited the accompanying financial statements of Chino Basin Watermaster as of and for
the year ended June 30, 1996, as listed in the accompanying table of contents. These financial
statements are the responsibility of the Watermnaster's management. Qur responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards, Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examjning,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. an
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe thar
our audit provides 2 reasonable basis for our opinioa.

In our opinjon, the financial statements referved to above present fairly, in all material respects,
the financial position of Chino Basin Watermaster as of June 30, 1996 and the results of its
operations and its cash flows for the year then ended in conformity with generally accepted
accounting principles.

Qur audit was made for the purpose of forming an opinion on the basic financial statements taken
as & whole. The supplementary information listed in the accompanying table of contents is
presented for purposes of additional analysis and is not & required part of the basic financial
statements, Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements, and, in our opinion, is fairly stated in 2ll material respects in
relation to the financial statements taken as a whole.

Cypress, California W ?_ e ! E < Co
Qctober 4, 1996 -

Membar of: Amarican Institute of Ceniied Public Accouniants * Californie Sociely of Certiteg Public Accountants



CHINO BASIN WATERMASTER
Comparative Balance Sheet
June 30, 1896
With Comparative 1995 Totals

ASSETS
1996 1595
Assets
Cash $162,453 $114,847
Short-term investmerits 1,036,639 2,788,000
Accounts receivable 515,318 1,451,278
Prepaid expenses 13,783 3,508
Refundable deposits 3120 0
Total current assets $1,731,313 $4,357 632
Fixed Assets
Office furniture & equipment 36,518 0
Accumulated depreciation (2,140) 0
Total fixed assets 34,376 c
Total assets $1,765889 $4,357 632
LIABILITIES AND RETAINED EARNINGS
Liabilities
Unearned revenue $15,734 30
Accounts payable and accrued liabilities 634,107 3,012,831
Total liabilities $649 841 $3,012,831
Retained Earnings
Unreserved 1,115,848 1,344,801
Total liabilities and retained earnings $1,765 689 34,357 632
See accompanying notes to the financial statements 2



CHINO BASIN WATERMASTER

Comparative Statement of Revenue, Expenses and Changes in Retained Earnings
For the Fiscal Year Ended June 30, 1996

With Comparative 1935 Totals

1806 1895
Operating fevenues
Assessment revenue:
Replenishment water assegsments $713,652 $55.004
Administrative assessments 561,147 842,985
Water sales:
Stored water 1,858,291 5,813,219
Total operating ravenues 3.124,090 6,752,105
Cperating expenses
Diract operating expenses;
Repienichment water deiveries 700,857 95,901
Water purthases 1,858,549 5,902,320
Materizl & supplies 4,017 1,258
Pnnting and maiing 13,661 1,924
Coniract labor and materials 256,882 177,808
Engineering fees 64,494 61,984
Audit fees 325 3,800
Depreciation 2,149 0
Legal fees 195,714 118,567
Insyrance axpenses 11259 12,221
Masting compensation 0 2,575
Other expenses 28,601 25 857
Total direct operating expanses 3,135,985 6,495,023
China Basin Municipal Wates District (CBMWD) services contract
Salzries, payrall hurden & overhead 279,013 234,398
Material and supplies 326 1,202
Frintitng and mailing 2,537 19338
Legal expenses. Q 8,841
Other expensas 19,859 7.931
General and administrative 5287 4,383
Total aperating expenses 3444 018 0,756 885
Operating income (fose) (318.928) {4.581}
Nonopetating revenues
Misceftanecus revenues Q 5
Interest revenue 90.975 §8.038
Total nancperating revenues, net 90,975 58,043
Netincome {loss) (428,953} 63,462
Retainad earnings at beginning of year 1,344.801 1,281,339
Retained earnings at end of year $1,115848 $1,344 801

See accompanying noles to the financial statements




CHINO BASIN WATERMASTER
Comparative Statement of Cash Flows
For the Fiscal Years Ended June 30, 1996 and 1995

Cash Flows from operating activities:
Operating income {loss)

Addfideduct) items not requiring, or generating
cash during the current period:

Deopreciation expense
{Increase)decrease in accounts receivabie
{Increase)/decraase in interest receivable
{Increase)/decrease in prepaid expenses
{Increase)/decrease in refundable deposits
Increase/{decrease) in unearned revenue
Increase/(decrease) in accounts payable and
accrued liabilitios
Tatal adjustments to operating income (loss)
Net cash provided (used) by operating activities

Cash flows from investing activities;
Interast income from investments

Net increase/(decrease) from investing activities

Cash applied and other sources:

Other non-operating expensesirevenues, net

Office furniture and equipment purchases
Net cash provided/{used) from other sources
Net cash provided/(used) by nonaperating activities
Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

See accompanying notes to the financial statements

1996 1995

($319,928) ($4,581)
2,140 0
947,844 799,221
(11.888) 13,841
(10,274) 186
(3.120) 0
15,734 0
(2,378,724) 878,125
(1436.286) 1,691,373
(1,758.214) ~ 1,686,742
90,975 68,038
90,975 68,038

0 5

(36,516) 0
(36,516) B
54,459 68,043
{1,703,755) 1,754,835
2,902,847 1,148,012
$1,199,092  _ $2.902,847




CHINO BASIN WATERMASTER
NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 1996

(1) Reporting Entity and Summary of Significant Accounting Policies:

Description of Reporting Entity

The Chinc Basin Watermaster (“Watermaster™), was established under o judgment entered in Superior Coust of
the State of California for the County of San Bernardino as 2 result of Case No, WCV51010 (formerly Case No.
SCV164327) entitled "Chino Basin Municipal Waler District v. City of Ching et al", signed by the Honorable
Judge Howard B. Wiener on January 27, 1978. The effective date of this judgment for accounting and operations
was July 1, 1977

Pursuant to the judgment, the Chino Basin Municipal Water District (CBMWD) five (5) member Board of
Directors is appointed "\Watcrmaster” to administer and enforce the provisions of the judgment. Their term of
appointment of Watermasier is for five (3) years, and the Court, by subsequent orders, provides for suecessive
terms or for 8 successor Watermaster, Three (3) Pool committess were formed: (1) Overlying (Agricultural) Pool
which inclydes the State of California and all producers of waler for overlying uses other than industrial or
commercial purpeses, {2) Overlying (Non-Agricultural) Poo! which represents producers of water for overlying
industrial or commercial (non-agricullural) puposes; and (3) Appropriative Pool which represents cities, districts,
other public entities and public utilitics. The three Pools act together to form the "Advisory Committee” which
serves (o make recommendations for formal action to the Chino Basin Watermaster.

The Watermaster provides the Chino Groundwater Basin service area with management services which primarily
include: water appropriations, components of acre-foolage of stored water by ageney, purchase of replenishrment
waler, groundwater monitoring and development of special projects.

Watermaster expenses are allocated to the Pools based on the prior year's production volume {or the same
pereentage used to set the annual assessments). Allocations for fiscal year 1995/96 expenses are based on the
1994/95 preduction volume, and allocations for fiseal year 1994795 expenscs arg based on (he 1993/94
production volume:

1994/55 1993/94
Acre Feel % Acre Fect %
Appropriative Pool 97,641 62196 101,002 67.388
CQverlying Agricultural Pool 55,022 35048 44,298 29.552
Qveryling Non-Agricultural Poel 4327 2.756 4.586 3.060
Total Production 156,990 100.000 149,896 100,000

The Agricultural Pool members ratified an agreement with the Appropniative Pool at their mecting of June 16,
1683, The agreement required the Appropriative Peol to assume Agricultural Pool administrative expenses
including special projest allocations in exchange for an accelerated transfer of unpumped agricultural water to
the Appropriative Pool. In addition, the Agnicultural Pool transierred all pool administrative reserves at June 30,
1988 1o the Appropriative Pool effective July 1, 1988,

Chine Basin Warermaseer
Notes 1o the Financial Statements

i



The aceounting policies of the Watermaster conforn to generally accepted accounting principles as applicable
to govemmental units. The following is a summary of the more significant policies:

Basis of Accounting

The accounts of the Chino Basin Watermasier are maintained on the acerual basis and are reporied as a single
enterprise. Separate accounting records are maintained to segregate the Watermaster activities, as well as
10 track cash and investment amounts for each individual fund's use, as required under the judgment and the
rules and regulations of the Watermaster and each Pool. [nvestments aze stated 2t ¢ost, which approximates
market.

Reclassifieations

Certain reclassifications have been made to the 1994 memorandum column data to conform with the 1995
financial statement presentation.

(2) Cach, Deposits, Short-Term and Pooled Investments

State statutes and the Watermaster's investrnent policy authorize the Watermaster to invest in obligations of
the U5, Treasury and other U. S, agencies, banker's acceptances, commercial paper rated A-1 by Standard
and Poor's Corporation ot P-1 by Moody's Commercial Paper Records, certificates of deposit with financia!
instituions having an operating branch within the Watermaster geographic area, repurchase agreements, and
the swae treasurer’s invesmment pool.

The Watermaster's deposits are categorized to give an indication of the level of risk assumed at year end by
the following three cawgories:

Category 1
¢ includes deposits insured or collateralized with securities held in the Wamrmasier's name.

¢ [Includes investments that are insured or registered or for which the securities arz held by the
Watermastsr of its agent in the Watermaster's name,

Category 2

¢ Inciudes deposits with collateralized securities held by the pledging financial institution’s trust department

or agent in the Watermaster's name.

¢ Includes uninsured and unregistered investments for which the securides are held by the broker's or

dealer's trust department or agent in the Watermaster's name.

Caregory 3

®  Includes uncotlateralized deposits or deposits with collateralized securities held by the financial insdrution

or its agent, but not in the Watermaster's name.

& Includes uninsured and unregistered invesiments for which securities are held by the broker oc dealer or

by its trust department or agent but not in the Walermastet's name.

Ching Basin Watermaster
Notes to the Financial Siatements




In accordance with Government Accounting Standards Beard Satement Number 3 ("GASB 3°) criteria, the
Watgrmaster’s custodial credit risk on deposits and investments are categorized as follows:

Catcgories
AL Ll
Bank Balance/ Careying
I 2 k] Conirsct Value Amount
DEPOSITS
Dremand cash amounts $100,000 535.693 50 5185693 3 1862,45)
INVESTMENTS
Pooled tunds:
Locat Agency Iyvgsirens Punds (LALF} 9 00 1,036,619 1,006,639

Towl deposits and invesments $100,000 585690 50 $1,232,31 51,199,092

* Moniey pooled with Lhe Suale Treagurer in the Local Agency Tavesiment Fund (LALF) are not subject o risk categorization.

The bank halarce reflects the amount credited by a financial institution to the Watermaster's accoun: as
cpposed o the Watarmaster's own ledger balance for the account. The carrying value reflects the ledger
vaiue, which includes checks written by the Walermaster which have not ¢leared the bank as of June 30, 1996,

For the purposes of the statemnent of cash flows, the Chino Basin Watermaster considers cash and cash
aguivalents o be defined as demand deposits, savings accounts, LAIF invedmments and all securifes with
origing! maturities of three months or Jess from date of purchase, For financial presentation purposes, cash
and cash equivalents are shown as cash and short-lerm investments.

(3) Appropriative Pool Interest Revenue Allocation

On August 30, 1979 the Appropriative Pool unanimously approved assessmenr procedures whereby any
inerest earned from the Watermaster assessments paid by Appropriative Pool members would reduce the total
current assessment due from those members., Fiscal year 1994/95 interes: revenue was allocaied to the
Apbropriative Pool members based on the funds received in payment of the 1994/95 assessments, resuléng
in a reduction of e 1995/9§ assessment.

(4) Agricultural Pool Sale

Tn June 1988, the Agriculwral Pool sold 2,000 acre feer of waler in storage to Cucamenga County Water
District. Funds from this sale are held and invested by the Watermaster Traasurer for future use as determinad
by the Agriculural Pool members. At June 30, 1996 the proceeds from the sale and related interest sarned
thereon totaled $387,168. From this amount, 510,517 was authevized by the Pool for retention of special
legal counsel for negotitations on the Desalter Agreement, This resulted in a remaining unexpended balance
of $376,651 at June 30, 1994.

(5) Replenishment Water Deliveries

The Watermaster assessed water producers 3,061 acre feet of replenishment water during fiscal year 1995/96,
based on prior fiscal year production. During fiseal year 1995/96, an addional 8,976 acre feet was purchased
inigrnaily 10 avoid purchasing water from Metropolitan Warer District (MWD) at a higher price in the
following yeur.

China Basin Warermaster
Nortes to the Financia! Statemenss
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NOSSAMAN, GUTHNER, KNOX & ELLIOTT
FREDERIC A. FUDACZ, STATE BAR NOQ. 050546
JOHN OSSIFF, STATE BAR NO. 120149

445 South Figueroa Street

Thirty-First Floor

Los Angeles, California 90071

Telephone: {213) 612.7800

Facsimile. (213) 612.7801

Altorneys for
CHING BASIN WATERMASTER

APPENDIX Q-1
ORDER APPROVING
AMENDMENTS TO JUDGMENT

FiLkl - West Dastrict
San 7 e ot Tk

DEC O 445

'ysé““l'—‘-ﬂ “fa"é' T

SUPERIOR COURT OF THE STATE OF CALIFORNIA

FOR THE COUNTY OF SAN BERNARDING - WEST DISTRICT

CHING BASIN MUNICIPAL WATER

Case No. RCV 51010

Specially assigned to the
Honorable Judge

)
DISTRICT, )
: )
Plaintiff, )
) ORDER APPROVING
v. ) AMENDMENTS TO JUDGMENT
CITY OF CHINO, ;
} DATE: November 17, 1995
Defendant }  TIME: 2:00 p.m.
) DEPT: WD-2
)
)
}
)

Ben T. Kayashima

ECEIVED
APR 26 1836

WD
wn%ﬂl{%‘#ﬁ“ .Ewm




On November 17, 1895, at 2:00 p.m., the petition and motion of the Ching
Basin Watermaster for an order approving amendments to the judgment to simplify
conversion claim procedures came on regularly for hearing, the Honorable Judge E
T. Kayashirma presiding.

Frederic A. Fudacz and John Ossiff, of Nossaman, Guthner, Knox &

Elliott, appeared on behalf of Chino Basin Watermaster. No other appearances were

@
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made.

as Exhibit 1.

Date:

No opposition having been received and good cause appearing therefor,

IT IS HEREBY ORDERED:

1.
2,
Judgment is hereby defeted and replaced with a new Paragraph 10(b), attached hereto

That the petition and motion of Watermaster is granted.
Paragraph 10(b), “Conversion Claims" of Exhibit-“H" of the

OEC 0 1 1995

BEN T. KAYASHIMA

Judge, San Bemardine County Superior Court

Ben T. Kayashima
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AMENDMENT TQ JUDGMENT

NEW PARAGRAPH 10(b) OF EXHIBIT “H*

(b} Copversion Clajims. The following
procedures may be utilized by any
appropriator:

{r}) Record of Ungonverted
Agricyltural Acreage.

Watermaster shall maintain on an
ongoing basis a record, with
approprlate related maps, of all
agricultural acreage within the
Chinoc Basin subject to being
converted to appropriative water
use pursuant to the provisions of
this gubparagraph. An initial
identification of such acreage as
of June' 30, 1995 is attached hereto
as Appenaix 1.

{2) Becoxd of Water Service
Converaion. Any appropriator who
undertakes to permanently provide
water gervice to lands subject to
conversion may report such intent
to change water service to
Watermaster, Watermaster should
thereypon verify such change in
water gervice and shall maintain a
record and account for each
appropriator of the total acreage
involved. Should, at any time,
converted acreage return to water
service from the Cverlying

1



(Agricultural) Pool, Watermaster
8hall return such acreage to
untonverted status and
correspondingly reduce or eliminate
any allocation accorded to the
appropriator involved.

{3) Allocation of Safe Yield

(i} In any year in which
sufficient unallocated Safe Yield
from the Overlying (Agricultural)
Pool is available for such
conversicon claims, Watarmaster
shall allocate to each appropriator
with a conversion claim 1.2 acra-
feet of unallocated Safe Yield
water for each ¢onverted acre for
which conversion haa been approved
and recorded by the Watermaster.

{ii) In any vear in which the
unallocated Safe Yield water from
tha Overlying (Agricultural) Pool
is not sufficient to satisfy all
cutstanding conversion claims
pursuant to subparagraph (i) herein
above, Watermaster shall establigh
allocation percentages for each
appropriator with conversicn
claims. The percentages shall be
based upon the ratio of the total
of such converted acreage approved
and recorded for each
appropriator's account in
comparison to the total of
converted acreage approved and
recorded for all appropriators.
Watermaster shall apply such
allocation percentage for each




appropriater to the total
unallocated Safe Yield water
available for cenversion c¢laims to
derive the amcunt allocable to each
appropriator.

{4) Notice and Allocation. Netice
of the special allocation of Safe
Yield water pursuant ¢ conversion
claims shall be given to each
appropriator and shall be treated
for purposes of this physical
solution as an addition to such
appropriator's share of the
operating Safe Yield for the
particular year only.

(5) Admipistrative Cogts. Any costs
of Watermaster attributable to the
administration of such special
allocations and conversion claims
shall be assessed against the
appropriators participating in such
reporting, apporticned in
accordance with the total amount of
converted acreage held by each
appropriator participating in the
conversion program.
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APPENDIX 0-2 ; ‘
&

ORDER CONFIRMING AND APPROVING INTERVENTIONS £

__:) 'J

NOSSAMAN, GUTHNER, KNOX & £ LIOTT 4P o 'inr
FREDERIC A. FUDACZ, STATE BAR NQ. 050546 Tiirens
JOHN OSSIFF, STATE BAR NO. 120149 Wﬁne -

445 South Figueroa Street
Th| -First Floor

ngeles, California 90071
Telephone (213) 812-7800

RECETVEp
Facsimile: {213) 612-7801

APR 26 1395

Attorneys for BT EeRrts

CHINO BASIN WATERMASTER

SUPERIOR CQURT OF THE STATE OF CALIFORNIA

FOR THE COUNTY OF SAN BERNARDINO - WEST DISTRICT

CHINQ BASIN MUNICIPAL WATER Case No. RCV 51010

DISTRICT,
Plaintiff,
ORDER CONFIRMING AND
v. APPROVING INTERVENTIONS
CITY OF CHINO, DATE: April 25, 1996
TIME: 8:30 a.m.
Defendant. DEPT: H

Speciglly assigned to the
Honorable Judge
J. Michael Gunn

R L T LWL S

0-2




10

11

12

13

14

15

16

17

18

13

20

21

22

23

24

5

26

27

28

On April 25, 1996, al 8:30 a.m,, the request of the Chino Basin
Watermaster for an order confirming and approving the interventions of the City of
Fontana, Frank Lizarraga, Wineside 45, S.N.S, Dairy, Richard Van Loon, Elizabeth H.
Rohrs and the General Electric Company as parties in this action came on regularty for
hearing, the Honorable Judge J. Michael Gunn presiding.

Frederic A. Fudacz and John Ossiff, of Nossaman, Guthner, Knox &
Eliioft, appeared on behalf of Chino Basin Watermaster. No other appearances were
made.

No opposition having been received and good cause appearing therefor,

IT IS HEREBY ORDERED:

1. That the City of Fentana is confirmed as a party in this action and
its production is assigned to the Appropriative Pool. Thé City of Fontana shall be
bound by all benefits and burdens of the Judgment, as amended, herein. The City of
Fontana shall pay a Net Assessment equal to 100% of the cost of replenishment water
required to replace all production in excess of the City of Fontana's allocated share of
the Basin Safe Yield. The City of Fontana shail have an initial share of the operating
Base Safe Yield of zero (0.0) percent. The City of Fontana shall pay the Administrative
Assessment on said production, and the Gross Assessment will not apply to said
production for which the City of Fontana pays a 100% Net Assessment.

2. That Frank Lizarraga is confirmed as a party in this action and his
production is assigned to the Overlying (Agricultural) Pcol. Frank Lizarraga shall be
baund by all benefits and burdens of the Judgrnent, as amended, herein.

3, That Wineside 45 is confirmed as a party in this action and its
production is assigned to the Overlying (Agricultural) Pool. Wineside 45 shall be bound
by all benefits and burdens of the Judgment, as amended, herein, .

4. That 8.N.S. Bairy is confirmed as a party in this action and its
production is asslgned to the Overlying (Agricultural) Pool. S.N.S. Dairy shall be bound

by all benefits and burdens of the Judgment, as amended, herein.
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5, That Richard Van Loon is confirmed as a party in this action and
his production is assigned to the Overlying {Agricultural) Pool. Richard Van Loon shall
be bound by all benefits and burdens of the Judgment, as amended, herein.

6. That Elizabeth H. Rohrs is confirmed as a party in this action and
her production is assigned to the Overlying (Agricuftural) Pool. Elizabeth H. Rohrs shall
be bound by all benefits and burdens of the Judgment, as amended, herein.

7. That the General Electric Company is confirmed as a party in this
action and its production is assigned to the Appropriative Pool. The General Electric
Company shall have an initial share of the operating Base Safe Yield of zero (0.0}
percant, The Ganeral Electric Company shall be bound by all benefits and burdens of

the Judgment, as amended, herein.

APR 2 51508
Date:

J. Michaal Gunn

J. Michael Gunn
Judge, San Bernardino County Municipal
Court

-3 -
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ORDER RE APPROVAL OF

SEVENTEENTH ANNUAL REPORT
NOSSAMAN, GUTHNER, KNOX & ELLIOTT
FREDERIC A, FUDACZ, STATE BAR NO. 050546
JOHN OSSIFF, STATE BAR NO. 120149
445 South Figueroa Street
Thirty-First Floor
Los Angeles, California 90071
Telephone:; (213) 612-7800
Facsimile: (213)612-7801

Attorneys for
CHINO BASIN WATERMASTER

RECEHWE@

Wenda DoVinney

APR 26 1336

CHI IN W WD
mr:nﬂga“r?n EERYICED

SUPERIOR COURT OF THE STATE OF CALIFORNIA

FOR THE COUNTY OF SAN BERNARDINO - WEST DISTRICT

CHINO BASIN MUNICIPAL WATER

)

DISTRICT, )
Plaintiff, ;

}

V. )
CITY OF CHINO, ;
Defendant. ;

}

}

}

}

)

(Proposed)

Case No. RCV 51010

ORDER RE APPROVAL OF
SEVENTEENTH ANNUAL REPORT

DATE: April 25, 1996
TIME: 8:30 a.m.
DEPT: H

Specially assigned to the
Honorable Judge
J. Michael Gunn
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On April 25, 1996, at 8:30 a.m., the request of the China Basin
Watermaster for an order approving the Seventeenth Annual Report of the Chino Basin
Watermaster, Fiscal Year 1993-94, carme on regularly for hearing, the Honorable Judge
J. Michael Gunn presiding.

Frederic A. Fudacz and John Ossiff, of Nossaman, Guthner, Knox &
Elliott, appeared on behalf of Chino Basin Watermaster, No other appearances were
made.

No opposition having been received and good cause appearing therefor,

IT IS HEREBY ORDERED that the Seventeenth Annual Report of the

Chino Basin Watermaster, Fiscal Year 1993-94 is approved.

R 25 19%
Date:

. Michasl Gunn

J. Michael Gunn
Judge, San Bemardino County Municipal
Caurt
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APPENDIX O-4
FIL C T
ORDER SHORTENING TIME on%wo ngﬁ

Wands DeVinney

CIHIGOYENETCHE, GROSSBERG & CLOUSE
Jean Cihigoyenetche {(Bar No. 105227)

3602 Inland gm ire Boulevard, Suite C-315

Ontario, CA 91764

(509) 483-1850

Attorneys for Plaintiff,
CHINO BASIN MUNICIPAL WATER DISTRICT

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

CHENO BASIN MUNICIPAL WATER CASE NO. RCV 51010

DISTRICT,
ORDER SHORTENING TIME
Plaintifi(s),

vs.
CITY OF CHINO, et al,,
Defendant(s).

Good czuse having been shown therefor,

IT 1S ORDERED that the time for service of the Motion to Appoint Chino Basin Municip:
Water District as Interim Watermaster; Motion to Disqualify Counsel, Nossaman, Guthner, Knox
Elliott, LLP, and Frederic A. Fudacz and John Ossiff; and Motion to Continue the Hearing of

6/18/96 is shortened so that service by regular mail no later than Juwe ¢

, 1996, is deemed sufficient notice for proceedings referenced therein.

IT IS FURTHER ORDERED that all papears in opposition must be filed in Department H1

5100 p.m. on :{?"NE I , 1996,
Proofs of service of the moticns and this order must be filed in Department H no later thar
SO0 pmon JuME G . 1996, '

Opposition papers must include the following notation on the first page, immediately belo

04



the date, time and place of the hearing: “Opposition filed on \TC; M f(.’ l? ? ¢
Pursuant to Ex Parte Order Shortening Time Issued on June 3, 1996."

Reply papers may be filed in Department H no later than .5-' 00
Jane 12 , 1996,

Reply papers must include the following notation on the first page, immediately below the
date, time and place of the hearing; “Reply filed on June 13 4 52¢

p.m. on

Pursuant to Ex Parte Order Shortening Time Issued On June 3, 1996."

IT IS FURTHER ORDERED as follows:
The Motion to Appoint Chino Basin Municipal Water District as Watermaster Nunc¢ Pro
Tunc; Motion to Continue the 6/18/96 Hearing; and Motion to Disqualify Counsel shall be heard on

([) : f%—qw , 1996 at m:.m., in Depaniment H.

I - J. Mizhas! Gunn
0 31599 TUDGE OF THE SUPERIOR COURT

"2 Order Shortening Tim:
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NOTICE OF RULING JU N U 5 1995
CIHIGOYENETCHE, GROSSBERG & CLOUSE WATE RIS HE Ty

Jean Cihigoyenetche (Bar Neo, 105227)
3602 Inland Empire Boulevard, Suite C-315
Ontario, CA 91764

(909) 483-1850

Attomneys for Plaintiff,
CHINO BASIN MUNICIPAL WATER DISTRICT

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

CHINOQ BASIN MUNICIPAL WATER CASE NO. RCV 51010

DISTRICT,
NQTICE OF RULING
Plaintiff(s),

Vs,
CITY OF CHINO, et al.,
Defendant(s).

TO ALL PARTIES AND TO THEIR ATTORNEYS OF RECORD:

NOTICE IS HEREBY GIVEN that this matter came before the court on ex parte application
for an order shortening time in Department H of the above-entitled court, the Honorable Michael
Gunn, Judge presiding. Upon review of the documents on file in this matter and the hearing of oral
argument, the court ordered as follows:

1. The moving party’s ex parte application for an order shortening time is granted.

2. The moving party’s Motion for Continuance of the June 18, 1996 Hearing on the
Motion to appoint a Watermaster; Motion for Disqualification of Counsel; and Motion to Appoint
Chino Basin Municipal Water District as Watermaster shall be heard on June [8, 1996, at 8:30 a.m.,
in Department H of the above-entitled count.

H

0-5
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3.

Al opposing papers to all motions are to be filed with the court on or before 5:00

p.m., June 11, 1996

4,

S.

All reply papers shall be filed with the court on or before 5:00 p.m., June 13, 1996,

All active parties are to be served and a proof of service to be filed with the court on

or before 5:00 p.m,, June 6, 1996.

6.

DATED:

A copy of the court’s ruling is attached hereto as Exhibit “A” and incorporated herein.

June 3, 1994

Attorneys for
CHINO BAS

-2- Notice of Rulin




APPENDIX O-6
ORDER GN MOTIGN PERTAINING TO APPOINTMENT OF WATERMASTER  FILED IN COURT

on_Jyi-2 61998

Wanda Devinnoy

SUPERIOR AND MUNICIPAL COURT
STATE OF CALIFORNIA, COUNTY OF SAN BERNARDINO

CHINO BASIN MUNICIPAL WATER NOQ. RCV 51010
DISTRICT

Plaintiff

OR.DER ON MOTION PERTA]’NTNG
v, O APPOINTMENT
WATERMASTER

CITY OF CHINO,

Defendant

On June 18, 1996, the following motions came on before this court for hearing:

1. A motion brought on behalf of the Chino Basin Watermster and supported by the
Chino Basin Advisory Committee for an order to appoint as Watermaster a nine-member board,
to appoint the individual members of the board, and to appoint the Chino Basin Municipal Water
District as Watermaster nunc pro tunc from July 1, 1993, to June 18, 1996,

2. A motion of the Chino Basin Municipal Water District for an order to appoint Chino

Basin Municipal Water District as Watermaster nun¢ pro tun¢ to July 1, 1993, and continuing
until further order of the court;

3. A motion of the Chino Basin Municipal Water District for an order to continue the
hearing on the motion for an order to appoint as Watermaster a nine-member board, to appoint
the individual members of board, and to appoint the Chino Basin Municipal Water District as ‘
Watermaster nunc pro tunc from July 1, 1993, to June 18, 1996J:

Q-6



4. A motion of Chino Basin Municipal Water District for an order to disqualify the law

firm of Nossaman, Guthner, Knox & Elliott, LLP and attorneys John Ossiff and Frederic A.

Fudacz, as attorneys representing Chino Basin Water Master and Chino Basin Watermaster

Advisory Commirtee,

The following parties appeared:

(n

2)

€]

)

%)

(8)

&)

(%)

%)

(10)
(i

(12)
(13

(14)

Chino Basin Watermaster appeared by Nossaman, Guthner, Knox & Elliott, LLP,
by Frederic A. Fudacz;

Chino Basin Municipal Water District appeared by Cihigoyenetche, Grossberg &
Clouse by Jean Cihigoyenetche;

City of Chino appeared by Jimmy L. Gutierrez, 2 Professional Corporation by
Jimmy Gutierrez;

City of Chino Hills appears by Burke, Williams & Sorenscn by Mark Hensley;

City of Ontario appeared by Covington & Crowe by Robert E. Dougherty,;

City of Pomona appeared by Alvarez-Glassman & Clovin by Amold M. Alvarez-
Glassman;

Cucamonga County Water District appeared by Best, Best & Krieger, LLP, by
CGene Tanaka,

Jurupa Community Services District appeared by Best, Best & Krieger, LLP, by
Gene Tanaka,

Western Municipal Water District appeared by Best, Best & Krieget, LLP, by
Gene Tanaka,

Kaiser Ventures, Inc. appeared by Best, Best & Krieger, LLP, by Gene Tanaka;
Monte Vista Water District appeared by McComick, Kidman, Behrens by Arthur
G. Kidman,

Fontana Water Company appeared by Timothy J. Ryan;

Fontana Union Water Company appeared by McPeters, McAleamey, Shimoff &
Hatt by Thomas H. McPeters;

Monte Vista Irrigation Company appeared by McPeters, McAlearney, Shimoff &
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Hatt by Thomas H. McPeters;

(15) State of California appeared by Attorney General Daniel E. Lungren by Marilyn
H. Levin;

(16) Three Valleys Municipal Water District appeared by Brunick, Alvarez &
Battersby by Steven M, Kennedy;

This Court has read all of the moving papers and oppositions and considered all of the
arguments during the hearing on these motions.

GOOD CAUSE APPEARING THEREFOR, THIS COURT CRDERS AS FOLLOWS:

1. To the extent this order differs from the verbal order of the Court issued on June 18,
1996, this written order supersedes the verbal order of June 18, 1996;

2. This Court hereby schedules an additional hearing on the motion for an order to
appoint as Watermaster a nine-member board and to appoint the individual members of that
board. The additional hearing on said motion shall be held before this Court on September 8,
1996, at 10:00 a,m, Any party to this case may file a brief regarding the appointment of 8
Watermaster by August 30, 1996, by 4:00 p.m. in this department. The Court orders that the
parties and their attorneys meet and confer on the issue of appointment of a Watermaster on
Monday, July 29, 1996, at 10:00 a.m, at the City of Chino Council Chambers located at 13220
Central Avenue, Chino, California, 91710, The issues to be conferred upon at the meet and
confer meeting, among other things, are the need for a change of Watermaster; if a change of
Watermaster is necessary, who or what changes are necessary; and what checks and balances
would there be in any proposed change. The Watermaster is ordered to publish notice of the
September 18, 1996, hearing and the meet and confer dates and times in a newspaper(s) of
general circulation. Mark Hensley, City Attorney for the City of Chino Hills, is hereby ordered
tc forthwith prepare an vpdated proof of service list to be filed with the Court distributed to all
parties in this case and to be submitted to the Watermaster, Further, the Court orders copies
of this order to be served by the City of Chino Hills on all persons and entities Jisted on the
updated proof of service list that are not already listed on the attached proof of service to this

written order,




