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September 21, 2007

Attachment “G¥

PURCHASE AND SALE AGREEMENT FOR
THE PURCHASE OF
WATER BY WATERMASTER
FROM OVERLYING (NON-AGRICULTURAL) POOL

THIS AGREEMENT (Agresment) is dated 27th day of September, 2007, regarding the
Chino Groundwater Basin.

RECITALS

WHEREAS, the Peace Agreement expressly authorized & transfer of water from the
Overlying (Non-Agricultural) Pool to Watermaster for use as replenishment for the Desalters and
for use in connection with a Storage and Recovery Program;

WHEREAS, Watermaster is evaluating its replenishment needs under the Judgment and
several Storage and Recovery opportunities;

WHEREAS, Watermaster desires to purchase and the Overlying (Non-Agricultural} Pool
desires to sell, all of the Non-Agricultural Pool water held in storage as of June 30, 2007;

WHEREAS, Watermaster is proposing an amendment to the Overlying (Non-
Agricultural) Pool Pooling Plan set forth in Exhibit “G” to the Judgment whereby members of
the Pool may offer water for purchase by Watermaster and thence the members of the
Appropriative Pool under the process set forth therein;

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

A Peace Apreement Transfer. This purchase and sale agreemient is in accordance
with Section 5.3{e) of the Peace Agreement thal provides that “parties to the Judgment with
rights within the Non-Agricultural (Overlying) Pool shall have the additional rights to Transfer
their rights to Watermaster for the purposes of Replenishment for a Deszlter or for a Storage and
Recovery Program.”

B. Quantity. The quantity of water being made available to Watermaster by the
Non-Agricaltural (Overlying) Pool on .a one-iime basis (“Storage Transfer Quantity”) is
equivalent to the total quantity of water held in-storage by the members of the Overlying (MNon-
Agricultural} Pool held in storage on Jume 30, 2007 (“Storage Quantity”), less a ten percent
dedication for the purpose of Desalter Replenishment, less the quantity of water transferred
pursuant to paragraph I below (“Special Transfer Quantity”).
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C. Neotice, Within twenty-four months of the final Court approval of this Agreement
(“Effective Date”), and only with the prior approval of the Appropriative Pool, Watermaster will
provide written Notice of Intent to Purchase the Non-Agricultural (Overlying) Pool water
pursuant to Section 5.3(a) of the Peace Agreement, which therein identifies whether such
payment will be in connection with Desalter Replenishment or a Storage and Recovery Program.

D. Payment. Commencing thirty (30) calendar days from the Notice of Intent to
Purchase (“Payment Date”) Watermaster will pay to the Non-Agricultural Overlying Pool for
each acre-foet-of the Storage Transfer Quantity in accordanes with the following schedule as the
schedunle is adjusted for inflation by the consumers price index (“cpi”™) for San Bernardino
County from May 31, 2006 until the Payment Date..

1 $215 times 1/4 of the Storage Transfer Qnantity on the Payment Date.
2. $220 times 1/4 of the Storage Transfer Quantity on the first anmiversary of

the Payment Date.

3. $225 times 1/4 of the Storage Transfer Quantity on the second anniversary
of the Payment Date

4, $230 time 1/4 of the Storage Transfer Qnantity on the third anniversary of
the Payment Date.

However, all payments provided for herein, including inflation adjustments, are subject to an
express price cap and will not exceed ninety-two (52) percent of the then prevailing MWD
replenishment rate in any year,

E. Dedication to Desalter Replenishment. Upon Watermaster’s issoance of its
written Nofice of Infent to Purchase, and Watermaster’s tender of its initial payment on the
Payment Date, ten {10} percent of the Storage Quantity will be dedicated for replenishment of
Desalter production without compensation. Watermaster will receive but will not pay for this
dedication.

F. Use_and Distribution, Watermaster will take possession of the water made
available pursuant to this Agreement and make use of and distribute the water made available in
a manner consistent with Section 5.3(e) of the Peace Agreement.

G.  Conditien Precedent. This Agrecment and the Parties performance hereunder
are expressly conditioned upon Court approval of this Agreement.

H,  Earlv Termination. This Agreement will expire and be of no further force and
effect ift Watermaster does not issue its. Neotice of Imieni to Purchase in accordance with
Paragraph D above within twenty-four (24) months of Court approval. Upon Watérmaster’s
failure to satisfy the condition subsequent, the rights of the Non-Agricultural {Overlying) Pool
will remain unaffected and without prejudice as result of their having executed this Agreement
except that in the event of Early Termination, the Storage Trausfer Quantity, will then be made
available for purchase by Watermaster and thence the members of the Appropriative Pool in
accordance with Paragraph 9.(iv) of Amended Exhibit G, the Overlying (Non-Agricultural) Pool,
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Pooling Plan, incloding the requirement of a ten percent dedication towards Desalfer
replenishment.

L One Time Transfer in Furtherance of the Physical Solution and in Aid of
Desalter Replenishment (“Special Transfer Quantity’), In consideration of the Overlying
(Non-Agricultoral) Pool members’ irrevoeable comumitment made herein and it the Peace II
Measures Watermaster will purchase and immediately make available the quantity of 8,530
acre-feet (less a ten percent dedication to Watermaster for Desalter Production) to the San
Antonio Water Company (SAWCO) and Vulcan Materials, 8 member of the Overlying (Non-
Agricultural) Pool under terms sstablished as between those parties. This-One Time Transfer is
in addition to and without prejudice to the discretionary rights of the members of the Overlying
(Non-Agricultural} Pool to make available and Watermaster and members of the Appropriative
Pool to purchase water as Physical Solution transfers. No member of the Appropriative Pool,
other than SAWCO assumes any responsibility for the purchase of this Special Transfer Quantity
from Vulcan. .

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

Dated: NON-AGRICULTURAL OVERLYING POOL

By
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