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

CHINO BASIN MUNICIPAL WATER Case No. RCV 51010

DISTRICT
[Assigned for All Purposes to the
Plaintiff, Honorable STANFORD E. REICHERT]
VS. WATERMASTER COMPLIANCE WITH

CONDITION SUBSEQUENT NUMBER

CITY OF CHINO, ET AL. EIGHT; PROPOSED ORDER SUBMITTED

CONCURRENTLY
Defendant.
Hearing Date:  September 24, 2010
Time: 16:30 a.m.
Dept: C-1 (Chino)
L Background

At a hearing held April 2, 2010, Watermaster and the Court discussed holding informational
workshops similar to those held for the benefit of Judge Wade in 2008 for the purpose of providing
the Court with béckground about management of the Chino Basin under the 1978 Judgment. The
Court indicated an interest to hold such a workshop at or before the hearing on Condition
Subsequent Number Eight in order to provide detailed information to the Court relevant to its
approval of this condition. Accordingly, this pleading provides a brief introduction to the

background of Condition Subsequent Number Eight and the Recharge Master Plan (“RMP™)
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generally, but is intended to be supplemented with live testimony in the context of a Court
workshop.

A December 21, 2007 Ovrder and Conditions Subsequent

On December 21, 2007, the Court signed its Order approving the Peace II Measures. The
Peace II Measures are a comprehensive package of Basin management measures that provide for an
update of the Basin management approach of the 2000 Optimum Basin Management Program
(“OBMP"”) and the Peace Agreement.

The measures described in Peace 11 were ambitious approaches that have no parallel in any
other managed groundwater basin. They followed upon the OBMP goal of constructing Desalter
facilities in the southern end of the Basin to pump at least 40,000 acre-feet of impaired water, and
from the 2004 Regional Water Quality Control Board’s (“RWQCB”) Basin Plan for the Santa Ana
River Watershed.

Pursuant to the mandate of its continuing oversight of the Watermaster process, the Court’s
December 21, 2007 Order described nine conditions subsequent that Watermaster needed to meet in
order for the approval of Peace 11 to remain valid. The ninth of these conditions is a catchall
requirement that Watermaster meet all of its commitments as described in the Peace II Measures. So
far, Watermaster has successfully completed the first seven conditions. The final condition,
Condition Subsequent Number Eight, is the requirement that Watermaster submit an updated RMP
by July 1, 2010. This requirement mirrors the requirement in section 8.1 of the Peace Il Agreement
to prepare an updated RMP, and differs from the section 8.1 requirement only insofar as Condition
Subsequent Eight places a specific deadline on Watermaster for the completion of the update.
Attached to this pleading as Exhibit “A” is a copy of the updated RMP. Watermaster respectfully
requests the Court to approve this RMP as compliant with the requirements of the December 21,

2007 Order.
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B. Recharge Master Plan Background

Prior conditions subsequent also dealt with the update of the RMP. In particular, Condition
Subsequent Number 5 required Watermaster to submit a detailed outline of the scope and content of
the updated RMP by July 1, 2008. Watermaster timely complied with this requirement and included
a detailed explanation of the content of the RMP as required by the December 21, 2007 Order. A
hearing to consider the approval of this outline was initially scheduled for August 21, 2008.
However, before that hearing could take place, Judge Gunn left the bench and was eventually
replaced by Judge Wade. On November 13, 2008, Judge Wade held a hearing to consider a variety
of matters and, based on a lack of objection by any party to the intended scope and structure of the
RMP update, approved the outline. (Reporter’s Transcript, November 13, 2008 Heariﬁg 4:10.)

C. Recharge under the Judgment

The Chino Basin Judgment operates on the fundamental premise that overprodﬁction can be
replenished through the recharge of supplemental water. Under the Judgment no party is limited .in
the amount that it can pump from the Basin, provided that sufficient funds are provided by the
parties to purchase replenishment water to replace any pumping above the Safe Yield of the Basin.

However, as pumping from the Basin increases over time, replenishment needs also increase.
There are two aspects to this increasing need that are relevant to the RMP: (1) recharge facilities
must be adequate to accommodate the recharge needs, and (2) the water to be used for recharge must
be available for purchase. Both of these clements have challenges and addressing these challenges is
a key function of the updated RMP.

D. December 21, 2007 Order

1. Required Content of the Updated Recharge Master Plan
By reference and incorporation to the Special Referee’s Final Report and Recommendations

on Motion for Approval of Peace II Documents (dated December 20, 2007), the Court articulated the
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minimum issues that needed to be addressed by the updated RMP. Watermaster listed these
requirements in its pleading for Condition Subsequent Number Five and described where in the
outline of the RMP these issues were addressed. Similarly, the updated RMP contains a table (Table
7-1) describing where the required elements can be found in the RMP. For the Court’s convenience,
a copy of this table is separately attached here as Exhibit “B.”

2. Standard of Review

The December 21, 2007 Order does not articulate the standards to be used by the Court in
determining whether the RMP update is sufficient.

The Watermaster process is grounded in litigation of the Chino Basin adjudication and i3
therefore primarily an adversarial process. Watermaster has the overarching goal to administer the
Judgment and protect the Basin, and the individual parties and Pools remain advocates for the many
and varied individual interests in the Basin. The updated RMP Was; unanimously recommended for
approval by all three Pools, the Advisory Committee and recommended for approval by the
Watermaster Board with one abstention. Watermaster knows of no objection by any party to the
Court’s approval of the updated RMP in satisfaction of Condition Subsequent Number Eight.

Watermaster has previously articulated the position that the ability to object to @ Watermaster
action defines the issues under the Judgment, and when there are no challenges it is a means of
identifying a lack of issues. In other words, consent of the parties represents compelling, unrebutted
evidence that the matter before the Court is both consistent with the Judgment and in the public
interest. (Motion for Approval of Peace II Documents (filed October 25, 2007) 10:18-24; see also
Watermaster Response to Special Referee Preliminary Comments and Recommendations on Motion
Jor Approval of Peace IT Documents (filed December 14, 2007) 5:8.)

1
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il Updated RMP

A. Precess of Development of RMP Update

1. RMP Update Development Team

The primary drafter of the RMP update was Watermaster’s consultant team at Wildermuth
Environmental. However, significant contributions were also made by other agencies and
consultants. The Chino Basin Water Conservation District performed important work regarding
stormwater recharge issues through its consultant firm Wagner and Bonsignore, Consulting Civil
Engineers. Black & Veatch performed important work regarding facilities concept development for
supplemental water recharge. Sierra Consulting also contributed important input regarding
supplemental water purchase opportunities and issues. Finaliy, the Inland Empire Utilities Agency
(“IEUA") acted as a partner in the deveIOpmf;ht of the RMP update providing significant in kind
services and final report review. |

2. Stakeholder workshops

In September 2008, Watermaster convened its second annual strategic planning meeting, the
focus of which was the scoping of the RMP update. Between that time and May of 2010,
Watermaster planned and convened several workshops to present the results of the RMP update
technical analyses and to receive input from the stakeholders on the RMP update. Between March
26, 2009 and March 25, 2010, Watermaster held seven such workshops, each with a specific
technical theme. The schedule of these workshops is attached to the RMP update as Appendix A,
and for the convenience of the Court the schedule is separately attached here as Exhibit “C.”
Following these workshops, Watermaster held two half-day workshops on April 21, 2010 and May
19,2010 in order to present the draft RMP update and receive comments from the stakeholders.
i
i
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B. RMP Recommendations

The recommendations of the RMP update are contained in Section 7 of the report. In 2008,
when the outline of the updated RMP was presented to the Court in satisfaction of Condition
Subsequent Number Five, it was anticipated that the final version of the RMF update would include
specific actions requiring immediate implementation. For this reason, the Condition Subsequent Five
pleading indicated that implementation agreements would be developed concurrently with the RMP
update.

However, changed circumstances altered this approach. Four specific factors are relevant in
this regard: (1) The economic recession resulted in a much lower growth rate than was forecast.
Because development did not occur as predicted, municipal water demand has not grown as
anticipated. (2) IEUA recj/cled water development proceeded more aggressively than planned. The
development of recycled water use and réch.arge has served to slow the increase in demand for the
development of other recharge capacity. (3) Senate Bill 7, enacted in 2009, includes aggressive
water conservation requirements. Increased conservation beyond what was predicted m 2008 has
also served to slow the increase in demand for the development of recharge capacity. In addition, the
passage of SB7 led to the legislature delaying the required 2010 update to urban water suppliers’
Urban Water Management Plans (“UWMP”) for one year until June 2011. The scheduling of the
development of the RMP update relied upon these UWMPs to be well underway so that the data
used in the UWMPs could be used to inform the conclusions of the RMP update. (4} Finally, in
2010 a new MS4 permit was adopted by the Santa Ana Regional Water Quality Control Board which
imposes new requirements on land use control entities with regard to stormwater retention by new
development.

While the final RMP update has remained faithful to the outline as presented to the Court in

2008, and while Watermaster believes that the RMP update accomplishes the substantive objectives
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of the Court in imposing the requirement of the RMP update, the factors above have altered the
nature of the RMP update from the way that it was conceived in 2008. Previous projections of water
demand growth in the Chino Basin have changed significantly over the past two years, and it is
unclear at this time whether and how such changes will continue. Much of this information will be
obtained from the parties through their UWMPs, which will describe expectations concerning
demand, supply and the ways in which the parties will comply with the mandates of SB7. Because of
this, the current RMP is understood to be an adaptive management document that will be updated as
conditions change and new information is obtained.

The recommendations of the RMP update are grouped into five categories: (1) local
stormwater management and the mitigation of the loss of Safe Yield; (2) development of regional
stormwater recharge facilities; (3) acquisition of supplemental water for replenishment; (4)
develépment of supplemental water recharge facilities; and (5) ongoing RMP updates. In summary,
the recommendations in each of these categories are as follows:

1. .ccal Stormwater Management and Mitigation of Safe Yield [RMP section 7.1}

The RMP update recommends that Watermaster work with relevant land use entities to
encourage the implementation of local stormwater retention facilities consistent with the 2010 MS4
permit. The RMP update recommends that Watermaster incentivize such implementation by
allocating any additional stormwater recharge to the owners of the projects that create such recharge.
The RMP update recommends the immediate formation of a committee whose purpose would be to
develop monitoring and accounting practices relative to such allocation.

2. Regional Stormwater Recharge Facilities [RMP section 7.2]

The RMP analysis identified five phases of development of improvements to the regional
stormwater recharge facilities. Since phases I'V and V are significantly more expensive than phases I

through I11, the report recommends that Watermaster should first conduct analysis of the Phase I
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through 11 projects to refine the projects, to develop a financing plan, and to develop an
implementation plan. The RMP recommends that this planning work should begin as soon as
practical and concludes that such planning work can be accomplished within three years.

3. Supplemental Water for Replenishment [RMP section 7.3]

The RMP recommends that further analysis be conducted following the conclusion of the
appropriators UWMPs in June of 2011. After this point, it will be possible to determine to what
extent Watermaster should pursue the acquisition of supplemental water in addition to that made
avaiiable through the Metropolitan Water District of Southern California. In addition, the RMP
recommends that Watermaster begin the practice of “preemptive replenishment” — that is,
replenishment in advance of pumping that incurs a replenishment obligation. Such a practice would
enable Watermaster to take advantage of supple-mentai water when it is available.

4. Supplemental Water Recharge Facilities [RMP section 7.4]

The RMP update recommends that no new recharge facilities will be required to meet
Watermaster’s replenishment obligations through the planning period, provided that the Riverside
Corona Feeder is completed within the next ten vears. The RMP also recommends that Watermaster
explore the use of parties” ASR facilities, if available, and the use of in-lieu recharge to achieve an
improved balance of recharge and discharge in specific areas identified in prior reports.

a. Future RMP Update Process

The RMP update recommends that it be updated following the completion of the
appropriator’s UWMPs in 2011, and then every five years thereafter. The updated Recharge Master
Plan is based on a number of assumptions about water availability conditions in California over
many years and about development patterns in the Chino Basin. These assumptions have changed
significantly in the last two years, and are certain to continue to change through the coming years,

and for this reason the RMP is not a static document, but is rather something that must be
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continually examined and updated. That is, this “final” updated RMP is really just the beginning of
an adaptive process that will continue for many years.

C. Adoption Resclution |

Reflecting the adaptive nature of the RMP, the Watermaster Resolution adopting the RMP
acknowledges that it is a planning document that will change and be modified as the assumptions
and planning goals that are its foundation change over time. A copy of Watermaster’s Resolution is
attached here as Exhibit “D.”

Under section 8.1 of the Peace Il Agreement, IEUA also has a right to review and approve
the RMP update. Given that the concem of the Court in requiring approval of the RMP through
Condition Subsequent Number 8 is to ensure that the updated RMP is sufficiently protective of the
Basin, IEUA does not object to the Court finding that Watermaster has satisfied the obligations of
Condition Subsequent Eight. In fact, it is IEUA's position that the RMP as approved by Watermaster
is over-protective of the Basin and may result in unnecessary expenditures. [EUA has thus deferred
its approval of the RMP until additional data that may inform this discussion becomes availabie such
as through the UWMP process that will be complete by the end of June 2011. TEUA reserves its
right to recommend alternative measures. Attached hereto as Exhibit "E" is a June 22, 2010 letter
from IEUA that more fully articulates its position regarding the updated RMP.

I, Related Issues

The RMP update is necessary in order to properly plan for the replenishment obligation that
will exist when the fuily opeyatioaal desalter system is no longer replenished by the Basin Re-
Operation water. The RMP is thus intimately related to other OBMP projects such as the Desalters,
Hydraulic Control and Basin Reoperation. At the April 2, 2010 hearing, there was discussion about
scheduling workshops similar to those held for Judge Wade, so that the Court can be educated about

the different OBMP program elements and their interrelationships. The Court suggested thata
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possible convenient schedule would be to schedule the first such workshop on the hearing date for
the Condition Subsequent Number Eight. Issues related to the RMP update that should be addressed
as part of such a hearing are described below. Each of these issues is complex, but since they are not
directly related to the Court approval associated with Condition Subsequent Number Eight, they are
only described below in the broadest detail. Watermaster intends to provide testimony on each of
these issues at any workshop scheduled by the Court in order to provide sufficient detail to fully
familiarize the Court with the issues.

A. Desalter Expansion and Chino Creek Wellfield Progress Report.

One of the central OBMP projects is the construction of Desalters in the Southern portion of
the Basin. This project has proceeded in phases and the project that will result in the construction of
the final increment of Desalter capacity to satisfy the OBMP is underway. This is the same project ‘
through which the Chino Creek Wellfield will be constructed in order to complete the hydraulic |
barrier that will result in Hydraulic Control. Hydraulic Control will be attained through the one time
effort of Basin Re-Operation, and then will be maintained through operation of the Chino Desalters.
The project is being constructed by the Chino Desalter Authority.

Watermaster and IEUA are required to achieve Hydraulic Control pursuant to the RWQCB’s
Basin Plan for the Santa Ana Watershed and for the recycled water permits for the Chino Basin.
While the Chino Creek Wellfield project is progressing, on April 1, 2010, the RWQCB issued an
Administrative Civil Liability Complaint against Watermaster and IEUA because the RWQCB felt
that progress on this project is not proceeding quickly enough. A copy of this complaint is attached
here as Exhibit “F.” In May this complaint was settled by the parties. This settlement resulted in
Watermaster and IEUA paying a fine to the RWQCB and a new schedule for Chino Creek Wellfield
construction being approved by the RWQCB. A copy of this settlement agreement is attached here

as Exhibit “G.”
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In response to the complaint, the Watermaster Board instructed stafl and General Counsel to
initiate a facilitation process in order to accelerate the progress of the Desalter expansion project.
Such facilitation effort was initiated and Principles of Agreement were approved by both
Watermaster and the CDA that describe the understanding of the parties enabling the Desalter
expansion and Chino Creek Wellfield project to move forward. A copy of these Principles of
Agreement is attached here as Exhibit “H.”

B. Chine Airport Plume

One of the hurdles to moving forward with Desalter expansion has been cost liabilities
associated with two contaminant plumes. Of particular concern has been the Chino Airport plume,
San Bernardino County Department of Airports is the responsible party associ;ﬁed with this plume.
The San Bernardino County Department of Airports is a party to the Judgment. This issue is relevant
because the Chino Creek Wellfield will intercept this plume and treatment of thé contaminants
contained therein will result in increased costs to the CDA.

The CDA has requested Watermaster to act as the lead in negotiating with San Bernardino
County on this issue. Watermaster has been actively pursuing such a resolution and has been
working closely with the County. In order to provide structure for these discussions, on January 22,
2010, Watermaster issued a Notice of Intent to Sue pursuant to the requirements of Resources
Conservation and Recovery Act. A copy of this Notice of Intent is attached here as Exhibit “1.” Prior
to initiating a lawsuit, Watermaster would seek Court approval for such an action.

IV.  Procedure Regarding Potential Reduction in Safe Yield

On March 3, 2008, Watermaster filed a technical report prepared by Wildermuth
Environmental in response to Condition Subsequent Number Three. A hearing was set for May 1,
2008, in order for the Court to approve this submittal. On April 1, 2008, Watermaster submitted its

response to Condition Subsequent Number Four. In response to Watermaster’s filing in compliance
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with Conditions Subsequent Three and Four, Monte Vista Water District submitted comments
expressing concern over the procedures that would be used to calculate reallocation of surpius
Agricultural Pool water in the event of a decline in Safe Yield. These comments were filed on or
about April 10, 2008. On April 17, 2008, the Special Referee filed comments on Watermaster’s
compliance with Conditions Subsequent Three and Four.

By stipulation dated April 25, 2008, Watermaster committed to develop procedures that
would be responsive to Monte Vista’s concerns and to submit them to the Court for approval as part
of the updated Recharge Master Plan and the submission in compliance with Condition Subsequent
Number Eight. On that same date, Watermaster filed a response to the Special Referee’s comments,
and notified the Court of the stipulation with Monte Vista. A copy of the s;tipulation is attached here
as Exhibit “1.”

The stipulation required Watermaster to produce certain information regarding an expected
future range of Agricultural Pool production prior to July 1, 2008. Watermaster produced this
information and at the June 26, 2008 Appropriative Pool meeting, the Appropriative Pool convened
a subcommittee to discuss the development of a procedure to respond to this information.

At the August 6, 2008 meeting of this subcommittee, staff and legal counsel were asked to
memorialize a proposed resolution of the method of allocation of water in the event of a reduction
Safe Yield and to create spreadsheets that documented the results of a range of other methods. On
September 8, 2008, Watermaster distributed these materials to the subcommittee and requested
comments. Comments were received and a revised memorandum was distributed that memorialized
the procedure as proposed by the subcommittee.

At the December Watermaster meetings, the procedure as proposed by the subcommittee was
considered and approved by the three Pools, the Advisory Committee and the Board. Attached

hereto as Exhibit “K” is the December 2008 staft report and memorandum from legal counsel that
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describes the procedures agreed upon by the parties including the spreadsheet that demonstrates the
operation of the adopted procedure.

The procedure as detailed in the memorandum specifies that in the event that Operating Safe
Yield is reduced becaunse of a reduction in Safe Yield, Watermaster will follow the hierarchy
provided for in the Judgment, Exhibit “H.,” by first applying the unallocated Agricultural Pool water
to compensate the Appropriative Pool members for the reduction in Safe Yield. (Judgment, Exhibit
“H,” paragraph 10(a).) If there is unallocated water left, Watermaster will then foliow the remainder
of the hierarchy and reallocate unallocated Agricultural Pool water next to conversion claims then to
supplement the Operating Safe Yield without regard to reductions in Safe Yield according to the
guidance provided by Peace Agreement | & II and W.atermaster’s Rules and Regulations, as
amended. |

Given the adaptive nature of thé RMP, and in order to ensure clear direction for Watermaster

in the predicted decline in Safe Yield over time, Watermaster requests that the Court separately

" Paragraph 5.3(g) of the Peace Agreement requires that Watermaster approve an “Early Transfer” of
Agricultural Pool water if the Agricuttural Pool production is less than 50,000 acre-feet. An Early
Transfer is the reallocation of the greater of 32,800 or 32,800 acre-ft/yr plus the actual amount of
water not produced by the Agricultural Pool for each fiscal year to be allocated among the members
of the Appropriative Pool in accordance with their pro-rata share of the safe yield. (Peace [, p. 33,
95.3 (g).) Paragraph 5.3(g) is ambiguous about how the Early Transfer relates to the hierarchy
described in Exhibit “H”. Section 6.3 of the Watermaster Rules and Regulations was created to
specify the hierarchy as between land use conversions and the Early Transfer. Watermaster Rules
and Regulations 6.3, as amended, specifies that when the actual combined production from the Safe
Yield made available to the Agricultural Poo!l, which inciudes overlying Agricultural Pool uses
combined with land use conversions and the Early Transfer, exceeds 82,800 in any year, the amount
of water available to members of the Appropriative Pool shall be reduced pro rata in proportion to
the benefits received according to the following procedure:

(1) All the land use conversions and the Early Transfer will be added together and shall be the
“Potential Acre-Feet Available for Reallocation.”

(2) Each Appropriative Pool member’s share of the Potential Acre-Feet Available for
Realiocation shall be determined and expressed as a percentage share of the Potential Acre-
Feet Available for Reallocation (i.e. a member’s land use conversion plus its share of the
Early Transfer, divided by the total Potential Acre-Feet Available for Reallocation.)

(3) Each Appropriative Pool member’s share of the Potential Acre-Feet Available for
Reallocation shall then be reduced pro rata according to the percentage determined in #2
above, :

13
CONDITION SUBSEQUENT EIGHT
SB 548553 v1:008350.0001




BROWNSTEIN HYATT FARBER SCHRECK, LLP

21 East Carvitho Street
Santa Barhara, €A 93101

10
I
12
13
14
15
16
17
8
19
20
21
22
23
24
25

27
28

approve this interpretation of the Judgment and direct that these procedures will be the procedures

that Watermaster will use to calculate reallocation of Agricultural Pool water in the event of a

reduction in Safe Yield. Upon approval of these procedures by this Court, Watermaster shall amend

its Rules and 'Regulations to reflect the Court’s Order. Watermaster knows of no opposition to Court

approva! of these procedures.

Dated: June 30. 2010

SE 848553 v :008350.0001
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SCOTT 8. SLATER
MICHAEL T. FIFE

Attorneys for
CHINO BASIN WATERMASTER.

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

CHINO BASIN MUNICIPAL WATER Case No. RCV 51010
DISTRICT,
[Assigned for All Purposes to the Honorable
- Plaintiff, STANFORD E. REICHERT]
Vs, [PROPOSED] ORDER APPROVING

WATERMASTER’S COMPLIANCE WITH
CONDITION SUBSEQUENT NUMBER
EIGHT AND APPROVING PROCEDURES
Defendant. TO BE USED TO ALLOCATE SURPLUS
AGRICULTURAL POOL WATER IN THE
EVENT OF A DECLINE IN SAFE YIELD

CITY OF CHINO, ET AL.,

Hearing Date: September 24, 2010
Hearing Time: 10:30 AM
Dept.: Cl

Having read, reviewed and considered all pleadings filed in support and in response, if any,
including the testimony presented at the September 24, 2010, hearing, and good cause appearing
therefore:

L Recharge Master Plan

On December 21, 2007, this Court issued its Order Concerning Motion for Approval of
Peace II Documents. The Order required Watermaster to comply with nine conditions subsequent.
The ninth condition subsequent is an ongoing requirement that Watermaster comply with all
commitments made in the Peace Il Documents. The eighth condition subsequent is thus the final

specific condition subsequent under the December 21, 2007 Order.

SB 530225 v1.008350.0001 1
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Consistent with section 8.1 of the Peace 1I Agreement, condition subsequent number eight
requires Watermaster to submit for approval an updated Recharge Master Plan by July 1. 2010. The
specific items required to be covered by the updated Recharge Master Plan were described with
specificity in the Special Referee’s Final Report and Recommendations on Motion for Approval of
Peace II Documenis. The updated Recharge Master Plan lists these required elements and in Table
7 describes where in the updated Recharge Master Plan they can be found. No party has alleged
that the updated Recharge Master Plan does not address all of the issues required by the Court’s
Order, or does not otherwise satisfy the requirements of section 8.1 of the Peace Il Agreement.

At the broadest level, the purpose of the Recharge Master Plan updated is to ensure that at
any time during the period when the 400,000 acre-fect of Basin Re-Operation water is being
produced, Watermaster and the parties will have the ability to cease production of the 400,000 acre-
feet and return to normal Basin operations.

According to the conclusions of the updated Recharge Master Plan, the Chino Basin
currently has sufficient recharge capacity that Basin Re-Operation could cease and normal
operations could resume. However, this conclusion is conditioned on certain assumptions.

With regard to local stormwater management, the updated Recharge Master Plan
recommends the formation of a committee to develop the monitoring, reporting, and accounting
practices that will be required to estimate local project stormwater recharge and new yield.

With regard to regional stormwater recharge facilities, the updated Recharge Master Plan
recommends that Waterméster should conduct further analyses of the Phase I through I projects
described in the RMP to refine the projects, to develop a financing plan, and to develop an
implementation plan for projects deemed necessary to meet the objectives. The schedule to
implement the necessary Phase [ through HI projects shouid be developed during the proposed
planning work.

With regard to supplemental water for replenishment, the updated Recharge Master Plan
recommends that the RMP revisit the issue after the completion of the partiés’ Urban Water

Management Plans which are scheduled to be complete by the end of June 2011. The updated
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Recharge Master Plan also recommends that Watermaster begin replenishing the Basin when water
for replenishment is available, rather than waiting for the need for replenishment to arise. The RMP
calls this “preemptive replenishment.”

With regard to supplemental water recharge facilities, the updated RMP finds that no new
recharge facilities will be required, but conditions this finding of the construction of the Riverside
Corona Feeder within the next ten years.

Finally, the updated Recharge Master Plan recommends that the plan should be further
updated following the completion of the parties” UWMPs in June 2011, and then every five years
thereafter.

No party has objected to these conclusions and recommendations. The Inland Empire
Utilities Agency has deferred its right to approval of the Recharge Master Plan until after the
completion of the parties” UWMPs. IEUA believes that the water demand and production
assumptions are overly conservative and should be re-evaluated with the completion of the parties

UWMPs to avoid unnecessary expense to the parties.

iL Procedures Regarding Allocation of Surplus Agricultural Pool Water In The
Event of a Decline in Safe Yield

in 2008, Watermaster entered int{).a stipulation with Monte Vista Water District and agreed
to address the procedure to be used by Watermaster to allocate surplus Agricultural Pool water in
the event of a decline in Safe Yield based on the Judgment, Peace Agreements and Watermaster
Rules and Regulations. In connection with Watermaster Compliance with Condition Subsequent
Number Eight, Watermaster has outlined the proper procedure to reallocate surplus Agricultural
Pool water and submitted a December 2008 staff report and December 4, 2008 memorandum from
Jegal counsel that describe this specific procedure adopted by the Watermaster Board. Watermaster
requests that the Court direct that the adopted procedure be the procedure used by Watermaster in

the event of a decline in Safe Yield. No party has objected to the Court so ordering.
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[II. ¥indings and Order

On the basis of the above, the Court finds and Orders as follows:

(H) The Court finds that the 2010 updated Recharge Master Plan is responsive to the
Court’s December 21, 2007, condition subsequent number eight, and satisfies this condition.

(2)  Watermaster has satisfied all of the conditions subsequent under the Court’s
December 21, 2007 Order. The ninth condition is a catchall condition requiring Watermaster to
fulfill all of its commitments under the Peace Il Agreement, and does not require a specific
compliance action as have the other eight conditions.

(3}  Watermaster is hereby ordered to convene the committee described in item 3 of
section 7.1 of the updated RMP to develop the monitoring, reporting, and accounting practices that
will be required to estimate local project stormwater recharge and new yield.

(4)  Watermaster is hereby ordered to conduct further analyses as described in section 7.2
of the updated RMP of the Phase I through III projects to refine the projects, tc.) develop a financing
plan, and to develop an implementation plan.

(5) By December 17, 2011, six months following completion of the parties UWMPs,
Watem}astei: will report to the Court on any changes to the 2010 RMP necessitated by information
received through the UWMPs. In this report Watermaster will also report on progress made under
items (3) and (4) above, and will report on the status of IEUA’s approval of the RMP.

(6)  Watermaster is ordered to utilize the procedures regarding re-allocation of surplus
Agricultural Pool water in the event of a decline in Safe Yield as described in the December 2008
staff report and December 4, 2008 memorandum from legal counsel. Specifically, in the event that
the Operating Safe Yield is reduced because of a reduction in Safe Yield, Watermaster will follow
the hierarchy provided for in the Judgment, Exhibit “H,” by first applying the unallocated
Agricultural Poo] water to compensate the Appropriative Pool members for the reduction in Safe
Yield. (Judgment, Exhibit “H,” paragraph 10(a).) If there is unallocated water left, Watermaster
will then follow the remainder of the hierarchy and reallocate unallocated Agricultural Pool water

next to conversion claims then to supplement the Operating Safe Yield without regard to reductions
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in Safe Yield according to the guidance provided by Peace Agreement I & I and Watermaster’s

Rules and Regulations, as amended. I, after applying the unaliocated Agricultural Pool water to

compensate the Appropriative Pool members for the reduction in Safe Yield, the actual combined

production from the Safe Yield made available to the Agricultural Pool, which includes overlying

Agricultural Pool uses combined with land use conversions and the Early Transfer, exceeds 82,800

in any year, the amount of water available to members of the Approf)riative Pool shall be reduced

pro rata in proportion to the henefits received according to the procedures outlined in the

Watermaster Rules and Regulations.

Watermaster will revise its Rules and Regulations to reflect this Order.

September 24, 2010

5B 550223 v1:008350.0001

. The Honorable Stanford E. Reichert
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2010 Recharge Master Plan Update can be found on the RMPU
Website: |

hitp/irmp.wildermuthenvironmenial.com/final-rmpu. html







Tabie 7-1
Comparison of the Court's RMPU Requirements and How Those Requirements are Addressed in the RMPU

y defined and supported by
technical enaiysis. The baseline definition should encompass factors
such as pumping, demand, recharge capadty, totsl Basin water
gemand, ang availabillty of repienishment water,

Sections 4,
6, and 7

jeapatity and the avallability of supplemental water for repienishment

Section 4 describes total projected water demant and the associated
water supply plans based On projections by the JEUA and
Watermaster. Section 6 describes the supplemental water recharge

and, in pariicutar, reviews the aibility to acouire water for
reptenishment from Metropolitan. Section 7 contains specific
recermmendatiens for the acquisition of supplemental water through
the next recharge master plan update.

Safe Yieid should be estimated annually, though it is recagnized that
it Is not to be formaity recaliculated unkil 2011, Watermaster shoutd
devetop a technicafy defensible approach to estimating Safe Yield
annually.

Section 3

:Section 3 descrlbes the computation of safe yieid and presents s
recaommended method to Ccotpute safe yield dyring 2010-11 and
subsequent years. Watermaster wilt ikely use its discretion to
determine when to recompute safe yield after 2010-11.

Measures should be evaiuated Lo lessen or stop the projected Safe
Yield dedline. All practical measires shouli be evaluated n terms of
their potentizl benefits and feasibility,

Sections 3,
S, and 7

Section 3 describes the causes of a declining safe yield and suggests
that the safe yield could ¢rop from the current value of 140,000 ace
ft/yr te 129,000 acre-ftfyr by 2030, Section 2 also describes the
expected Increase in safe vield of 5,300 acre-ft/yr te 18,500 acre-
{t/yr due to compliance with the 2010 MSA permits. Section §
includes descriptions of new stormwater recharge projects that could
vield between 10,000 te 15,000 acre-ft/yr. Most of the projects
described in Section 5 will require more detailed planning and new
agreements with the Countles o deterrnine their witimate feasibliity.
Sectian 7 summarizes the recommended next steps in estimating
nd erediting the new recharpe from the Implementation of M54 and
I the implementation of the propased new stormwater rechiarge
projects.

Evaluations and repoarting of the impact of Basin Re-Operation on
groundwater storage and water levels showg be done on an annual
pasts,

Strictly spesking, this is not an RMPL issue and is not covered i the
2010 RMPU. Watermaster analyzes the Impacs of Basin Re-
Opergtion on groundwater storage and water levels in the scuthern
part of the Basin annually and hasin wide every two years. The data
and resutts of these analyses are published in the Hydrautic Control
Monitering Report gach year {on or before April 15) and the State of
the Basin Report every two years.

Total demand for groundwater shautd be forecast for 20158, 2020,
2025, and 2030. The avallability of imported water for supply and
replenishment, snd the svailability of recycled waber should be
ferecast on the same scheduie, The schedulas should te refined in
each Recharge Master Plan vpdate. Projections shoutd be supported
by thorough technical anelysis.

Sections 4
and 6

Section 4 contains the demsand for groundwater forecasted for 2010,
20135, 2020, 2025, 2030, and 2035, Section 6 describes the
avaklablify of mported water for supply end replerishment as
forecasted through 2030, based on the draft 2009 SWP Delivery
Reliabllity Report (DWR, 2010). Section & also describes tie current
and fufure recycled water recharge projections from the IEUA,

The fecharge Master Plan must include & detalied technical
comparisen of current and projected groundwater recharge
capabilities and current and projected demands for groundwater. The
Recharpe Master Plan should provide guldante as to what shoutd be
done If recharge capacity cannot meet or is projected rot to be ebis
to meet replenishment needs. This guidance should detzil how
Watermaster witi provide suffident recharge capacity or undertake
alternative measures so that Basin operation in accorgance with the
Judgment and the Physical Soiution can be resumed at any time.

Section 6

Settion 6 describes the recharge tapacity of existing spreading
hasing, existing ASR wells, future ASR wells, and existing in-lieu
irecharge capacity, Section 6 concludes that Watermaster, given
present knowledge and agreements, will not be replenishment
constrained by recharge capacity. That is, Watermaster has encugh
Instalied recharge capscity to meet cusrent and future replenishment
obligations through 2030,

Address how the Basin will be contemporenecusty managet to
secure anc maintain Hydraolic Control and subseguently operated at
a new equilibrium at the conclusion of the period of Re-Operation.

‘The technical werk to make this demanstration was done in 2009
and Is reported separately in 2009 Production Optimization and
kvalustion of the Peace IT Project Description [WEI, 2009), which
hias been posted to the RMPU website
renp.wildermuthenvironmental.com,

Contain recharge estimations and summaries of the projected water
supply svailability as well as the physical means to accomplish the
recharge projections,

Sections 3,
4,5, 8n3 6

Section 3 contains recharge projections for stormwater for exlsting
fatifities and new recharge from the 2010 M54 permit, Section 4
contains o schedule of the future recharge requirements for
Watermaster o meet its replenishment obligatiens. Section §
containg descriptions of new recharge projedts, recharge
perfermance, and cost and Implementation issues. Section §
describies the supplemental water supplies availabte to Watermaster
to meet is replenishment obligation and new supplemental water
recharge projects that could be implamented to provide Watermaster]
with additionat recharge capacity and suppiemental water, and
flextbility In meeting its replenishment obiigation.

Reflect an appropriate schedule for pianning, design, and physical
impravements as may be reguired to provide reasonable assurance
that sufficient Replenishment capacity exists to meet the reasonable
projections af Desalter Replenishment obligations following the
impiementation of Basin Re-Operation,

Sectien 7

Section 7 describes the recammanded recharge master plan, 3his
section descripes the means to stop the projected ioss of safe vield,
increase stormwater recharge, and acouire suppiemental water Tor
repienishent purposes. Mo new recharge fatilities are required to
meet repienishrment obfigations, Detalled scheduling of new
stormwater recharge faciilties should be deferred untl adéitional
planning information is develeped to refine these projects. The
detision to pcguire new supplemental water sources should be
deferred until updated groundwater production projections become
available in late 201112, The RMPU should be updated in the
second half of 2011-12 and subsequent years ending in “1* and “6."







Appendix A
Public Qutreach and Process

The design of the 2010 Recharge Masier Plan Update started in January 2008
with the development of a straw-man RMPU report outiine that contained the
content reguired by the December 21, 2007 Court Order and met the
requirements of the Peace Il Agreement and the Peace Agreement. The outline
was also suggestive of the process that was to be used to complete the 2010
RMPU. That process specifically provided for input from the stakeholders. This
putline was discussed at stakeholder meetings through the spring of 2008 and
revised several times {o respond to stakeholder input. The final report outline
was submitied {o the Court for their review and approval in late June 2008. In
August 2008, the Court approved the 2010 RMPU report outline. In September
2008 Watermaster convened its second annual sirategic planning meeting—the
focus of which was the scoping of the 2010 RMPU. This sirategic planning
meeting served as the kickoff for the development of the 2010 RMPU.

The Chino Basin Watermaster planned and convened several workshops during
the course of RMPU development. The purposes of these workshops were
generally to present the results of the technical work to the stakeholders and to
obtain input from the stakeholders. Each workshop had a specific technical
theme. The workshops and their technical themes are listed below:

1. March 26, 2009 Replenishment Projections and Supplemental Recharge
Capacity and Design and Cost Development Criteria

2. April 23, 2009 Stormwater Recharge Optimization: Potential Local
Recharge Facilities (860 MB) -

3. July 23, 2009 Production and Replenishment Optimization and 2008
Peace II CEQA Analysis and Supplemental Water Recharge for
Replenishment

August 27, 2009 Supplemental Water Alternatives
October 22, 2009 Stormwater Recharge Update
January 28, 2010 Storm Water Recharge Update

No® G

March 25, 2010 Replenishment Projections and Recharge Master Plan
Update Recommendations and Storm Water Recharge Improvement
Opportunities

8. April 21, 2010 Draff 2010 RMPU Report Workshop and Storm Water
Recharge Improvement Opportunities

9. May 18, 2010 Draft 2010 RMPU Report Workshop #2



A website was created to post the schedule of workshops and workshop
presentations. This website was substantially upgraded In April of 2010 to
include draft sections of the 2010 RMPU and again in June 2010 to include the
final 2010 RMPU report.  The final report, draft report, workshops, and other
relevant documents can be accessed via the RMPU website at
hitp://frmp.wildermuthenvironmental.com/.






Resolution Number 10-83
of the Chino Basin Watermaster
Regarding Ongoing Support for the Chino Basin Recharge Master Plan

Whereas, in 2000, the Chino Basin Watermaster adopted a Recharge Master Plan which
established the technical foundation for the development of the recharge facilities and practices
in the Chino Basin.

Whereas, in 2001, Watermaster, in cooperation with the Inland Empire Utilities Agency
(“IEUA”), initiated the Chino Basin Facilities Improvement Project (“CBFIP”) which
implemented facilities recommendations in the Recharge Master Plan.

Whereas, in 2006, Watermaster, in cooperation with IEUA, initiated Phase II of the CBFIP in
order to implement additional facilities recommendations in the Recharge Master Plan.

Whereas, on December 21, 2007, the Court approved the Peace II Measures which set forth a
modified approach to management of the Chino Basin known as Basm Re-Operation whose
ultimate goal is the achievement of Hydraulic Control.

Whereas, as a condition of approval of Basin Re-Operation and Hydraulic Control, the Court
required Watermaster to update the Recharge Master Plan to account for the new Basin
management regime and to account for other changes that have occurred since the creation of the
original Recharge Master Plan.

Whereas, during 2009 and 2010, Watermaster staff and technical consultants, in cooperation
with IEUA and the Chino Basin Water Conservation District, have developed an updated
Recharge Master Plan and have conducted numerous workshops with the Chino Basin
stakeholders as the update was developed.

On the basis of the foregoing, the Chino Basin Watermaster finds and resolves that:

1. The updated Recharge Master Plan is based on sound technical analysis and adequately
updates the 2000 Recharge Master Plan in light of Basin Re-Operation and Hydrauiic Control
and in light of changed economic and hydrologic conditions within the State of California.

2. Watermaster adopts the updated Recharge Master Plan as the guidance document for the
further development of the recharge facilities for the Chino Basin.

3. Pursuant to the Peace Il Agreement section 8.1, Watermaster and IEUA will update this
plan not less than once every five years. In particular, the Plan will be updated following the
completion of the parties’ Urban Water Management Plans by June 30, 2011.

APPROVED by the Advisory Committee this 177 day of June 2010,
ADOPTED by the Watermaster Board on this 24th day of June 2010.



By:

Chairman, Watermaster Board

APPROVED:

Chairman, Advisory Committee

ATTEST:

Board Secretary
Chino Basin Watermaster

STATE OF CALIFORNIA )
) 88
COUNTY OF SAN BERNARDING )

I, Ken Manning, Secretary of the Chino Basin Watermaster, DO HEREBY CERTIFY that the foregoing
Revised Resolution being No. 10-03, was adopted at a regular meeting of the Chino Basin Watermaster Board by
the following vote:

AYES: 8
NOES: 0
ABSENT: 0
ABSTAIN: I

CHINO BASIN WATERMASTER

‘ Secretary

Date:
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Attorneys at CE@E}-S@

A A Partnersifip of Professional Corporations

June 22, 2010

Michael T. Fife, Esq.

Brownstein, Hyatt, Farber, Schreck, LLP
21 East Carrillo Streef]

Santa Barbara, CA 93101-2701

Re:  Recharee Master Plan
S Tl
Dear Mr. Fife:

This will confirm our telephone conference of June 15, 2010, regarding the Chino Basin Recharge
Master Plan update (RMP). Other participants in the phone conference included Tom Love, Martha
Davis, and Chris Berch of Inland Empire Utilities Agency (IEUA) and Ken Manning of Watermaster.
The telephone conference was the culmination of a series of phone conferences, meetings and
exchanged correspondence all discussing the current version of the updated RMP which will be filed
with the court on July 1, 2010. o o T

As you are aware, Section 8.1 of the Peace II Agreement provides that IEUA and Watermaster must
each approve the RMP submitted to the court.. Notwithstanding the impending court filing deadline,
and the good faith efforts of all parties involved over recent weeks and months, it is evident that there
rernains a difference of opinion between IEUA and Watermaster regarding certain technical aspects of
the RMP. '

Tt is IEUA’s contention that some of the data utilized in formulating critical underlying assumptions
which support conclusions in the RMP is overstated, For example, IEUA’s data demonstrates water
demands will remain nearly constant over the next five~year period due to low growth forecasts and.
sighificant influence of conservation measures; however, the RMP anticipates nearly a 20% increase in -
water demand during the same time period. o o

From IEUA's perspective, the variance in projected water demand is significant and could lead to the
design and construction of recharge facilities in excess of what is actually needed to meet the demand.
There are additional areas of divergent opinion between the parties which continue to be discussed and,
we believe, will ultimately be resolved.

IEUA recognizes the impressive progress that has been made over the past ten years 1o increase the
physical recharge capabilities within the Chino Basin. Cooperative initiatives, such as the Chino Basin
Facilities Improvement Project, Phase I and I1, the Inland Empire Recycled Water Program, the joint
agreement between Watermaster, Chino Basin Conservation District, San Berardino County Flood

Virginiz Dare Center - 8038 Haven Avenue, Suite E, Rancho Cucamonga, CA 91730
’ Telephone: 909-483-1850 - Fax: 909-483-1840

www.cgclaw.com
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Control District and IEUA for the coordinated use of recycled water, storm water and imported water
for groundwater rechargs, and the Conjunctive Use Dry Year Yield Agreement between, the
Metropolitan Water District of Southern California, Three Valleys Water Agency and IEUA, have led
to over $200 million in regional capital investments which have significantly increased the capacity to
recharge, store and extract water from the Chino groundwater basin. We fully expect that similar
cooperative initiatives in the future will achieve the common goal of ensuring that sufficient future
recharge capacity is maintained within the Chino Basin.

IEUA also recognizes its obligation to its rate payers. That obligation includes ensuring that
significant and costly projects such as those proposed in the RMP are pursued in proper measure.
Given IEUA’s interpretation of the water demand data as described above plus the continued initiatives
to develop and conserve local water supplies, there is genuine concern that Watermaster may, under
" the proposed RMVF, prematurely embark upon recharge capital improvements which may exceed what
is actually necessary to meet the recharge needs of the Chino Basin. At the present time, IBUA is
reluctant to join in such projects.

Accordingly, IEUA has elected to defer the exercise of its discretionary approval authority as provided
in Section 8.1 of the Peace 1T Agreement uniil further data is accumulated and reviewed, such as the
urban water management plans submitted by local agencies, as well as resolution of the technical
jssues delineated through the numerous technical memos and comment letters that have been submitted
by IEUA to Watermaster.

Nothmg set forth in this correspondence should be interpreted as a waiver by IEUA of its right to
exercise its authority to approve the RMP. TEUA firmly believes that these technical differences can
be resolved through additional research, review and cooperative discussion.

Respectfully submitted,

, GROSSBERG & CLOUSE

Cihigoyenetche, Grossberg & Clouse
Virginia Dare Center » 8038 Haven Avenue, Suiie E, Ranche Cucamonga, CA 91730
Telephone: 909-483-1850 » Fax: 905-483-1840
www._cgclaw, comm
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Santa Ana Region A

. 3737 Main Street, Suite 500, Riverside, California 92501-3348
Linda 8. Adams

Phone {951) 782-4130 = FAX (951) 781-6288 » TDD {951} 782-2221 Arnold Schwarzenegger
Secreiary for www, waterboards.co gov/saniaana Gavernor
wvirermental Profection
April 19, 2010
Kenneth R. Manning, CEO CERTIFIED MAIL
Chino Basin Watermaster RETURN RECEIPT REQUESTED
8541 San Bernardino Road

Rancho Cucamonga, CA 91730

Richard W. Atwater, CEO/General Manager
inland Empire Utilities Agency

6075 Kimball Avenue

Chino, CA 81708

TRANSMITTAL OF REVISED ADMINISTRATIVE CIVIL LIABILITY {ACL) COMPLAINT
NG, R8-2010-0013

Dear Messrs. Manning and Atwater:

Enclosed is a certified copy of the revised Administrative Civil Liability Complaint No. R8-2010-0013
(hereinafter the "Complaint”) that was issued to the Chino Basin Watermaster and inland Empire Uliliies

Agency on April 1, 2010, Number 11 of the Complaint {see page 8 of 8) has been revised to add Infand
Empire Ulilities Agency. '

All other attachments included in the April 1, 2010 Complaint transmittal are unchanged.

If you have any questions about the revised Compilaint or the April 1, 2010 documents, please contact Hope
Smythe at (951) 782-4493 (hsmythe@waterboards.ca.gov), Joanne Schneider at (851) 782-3287
{ischneider@waterboards ca.gov) or Kurt Berchiold al (851)782-3286 (kberchiold@waterboards.ca.gov}. Al

legal questions should be directed to Reed Sato at (916} 341-5889 (rsato@waterboards.ca.aov), Director,
Office of Erforcement.

Sincerely,

0 Al

. Thibeault
Executive Officer
Regional Board Prosecution Team

Enclosures: Revised Compiaint No. R8-2010-0013

ce with a copy of the complaint (by electronic mail only):
Regional Board Members
Gary Stewart (Regional Board Advisery Team)
State Water Resources Control Board, Office of Chief Counsel - David Rice (Regional Board Advisory
Team Aftorney)
State Water Resources Control Board, Office of Enforcement — Reed Sato
{Regional Board Prosecution Team Atlorney)

California Environmental Protection Agency

& Recveled Paper



STATE OF CALIFORNIA
REGIONAL WATER QUALITY CONTROL BOARD
SANTA ANA REGION

in the Matier of:

Chino Basin Watermasier

Revised
9641 San Bernardino Road Complaint No. R8-2010-0013
Rancho Cucamonga, CA 91730 for

Aftn: Kenneth R. Manning Administrative Civil Liability

Inland Empire Utilities Agency
6075 Kimball Avenue
Chino, CA 81708

)
)
)
)
)
)
)
)
Attn: Richard W. Atwater }

YOU ARE HEREBY GIVEN NOTICE THAT:.

1. The Chino Basin Watermaster and Infand Empire Utilities Agency (hereinafter
“Natermaster’ and “IEUA”) are alleged to have violated provisions of law for which the
California Regional Water Quality Control Board, Santa Ana Region (hereinafter

“Regional Board"), may impose administrative civil liability under California Water Code
(hereinafter "CWC") §13350.

2. A hearing concerning this Complaint will be held before the Board within ninety days of
the date of issuance of this Complaint, unless pursuant to CWC Section 13323, the
Watermaster and Inland Empire Utilities Agency waives their right to a hearing. The
waiver procedures are specified in the attached Waiver Form. The hearing in this
matter is scheduled for the Regional Board's regular meeting on June 10, 2010, at the
[rvine Ranch Water District, 15600 Sand Canyon Ave, Irvine, CA 92618. The
Watermaster and IEUA, or their designated representatives, will have an opportunity to
appear and be heard, and to contest the allegations in this Complaint and the
imposition of civil liability by the Regional Board. An agenda for the meeting and the

staff report relating to this item will be mailed to you not less than 10 days prior to the
hearing date.

3. If a hearing is held on this matter, the Regional Board will consider whether to affirm,
reject, or modify the proposed administrative civil liability or whether to refer the matter
to the Attorney General for recovery of judicial civil fiability. If this matter proceeds to
hearing, the Prosecution Team reserves the right to seek an increase in the civil liability
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amount to cover the costs of enforcement incurred subsequent to the issuance of this
Complaint through hearing. :

THE COMPLAINT IS BASED ON THE FOLLOWING FACTORS:

1. The Chino Basin Watermaster (Watermaster) was established under a judgment from
the San Bernardino County Superior Court. The Judgment adjudicated the Chino
Groundwater Basin and required the Basin to be operated in accordance with the

monitoring, development of recharge facilities, construction of storage and recovery
projects, management of salt loads, and development of new water sources such as
reclaimed water and storm water recharge.

2. In 2004, the Regional Board approved amendments to the Water Quality Control Plan
for the Santa Ana Basin (Basin Plan) that established so-called "maximum benefit’
objectives for TDS and nitrogen for the Chino North groundwater Management Zone
(also referred to in this Compilaint as the Chino Basin). The "maximum benefit’ TDS
and nitrogen objectives are less stringent than the “antidegradation” objectives for the
Chino North Management Zone, which were also established by the 2004 Basin Plan

“maximum benefit" objectives, rather than the “antidegradation objectives”, is
contingent on the implementation by the Watermaster and IEUA of their maximum
benefit commitments, which are a specific program of projects and requirements
(shown in Table 5-8a of the Basin Plan) that are also an integral part of the OBMP.

3. One of the maximum benefit requirements specified in the Basin Plan is that hydraulic
control, i.e., eliminating groundwater discharge from the Chino Basin to the Santa Ana
River, or controlling the discharge to de minimis levels, be maintained.

4. On April 15, 2005, the Regional Board issued Water Recycling Requirements {Order
No. R8-2005-0033) to the Watermaster and IEUA for Phase | of the Chino Basin
Recycled Water Groundwater Recharge Project. Pursuant to Section H. PROVISIONS
4.h. of Order No. R8-2005-0033, the Watermaster and IEUA are required to implement
their maximum benefit commitments, including maintaining hydraulic control,

5. On June 29, 2007, the Regional Board amended RB-ZOOS—ODBS and issued revised
Water Recycling Requirements (Order No. R8-2007-0039) to the Watermaster and
IEUA for the Chino Basin Recycled Water Groundwater Recharge Program, Phase |
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and Phase I Projects. Order No. R8-2007-0039 identifies the Watermaster and IEUA
as “dischargers” or “users”. Order No. R8-2007-0039 continues to require that the
Watermaster and IEUA implement their maximum benefit commitments. With respect
to the maintenance of hydraulic control, Section G. PROVISIONS, 4.g{2) requires,
"The users shall submit a plan and schedule fo correct loss of hydraufic control within
60 days of a determination by the Regional Board that hydraulic control is not being
maintained. The schedule shall assure that hydraulic controf is achieved as soon as
possible but no fater than 180 days after loss of hydraulic control is identified. The
users shall implement the plan and schedule upon approval by the Regional Board.”

The Watermaster and IEUA have violated the provisions of Order No. R8-2007-0038
by failing to maintain hydraulic control and also falling, repeatedly, to comply with the
correction schedule submitted in response to the requirements of Provision G.4¢(2)
of the Order:

a) On April 15, 2008, the Watermaster and IEUA submitted the Chino Basin
Maximum Benefit Monitoring Program 2005 Annual Report. Analysis of
groundwater level daia in this report indicated that hydraulic control was not
occurring in the area bounded by the Chino Hills and Desalter | Well No.5 in the
Chino North Management Zone. This finding was confirmed in three reports
prepared in 2006 by Wildermuth Environmental, Inc. at the direction of the
Watermaster.

b) The Watermaster conducted detailed modeling investigations to deveiop a new
desalter well field (hereafter the Chino Creek Well Field) and a groundwater
management program that, when implemented, are expected to correct the loss
of hydraulic control.

c) By letier fo the Watermaster and IEUA dated February 14, 2007, the Executive
Officer acknowledged the finding of the loss of hydraulic control and requested by
March 16, 2007, a time schedule that identifies design and construction
milestones for the Chino Creek Well Field, leading to correction of the loss of
hydraulic control. The February 14, 2007 letter makes clear the Exscutive
Officer's expectation, based on detailed discussions with Watermaster and IEUA
on November 30, 2008, that the corrective action scheduie to be proposed by the
Watermaster/IEUA would not exceed three years.

d) By letter dated February 28, 2007, the Watermaster and IEUA requested that the
submittal of the time schedule for design and construction milestones for the
Chino Creek Well Field be delayed to March 31, 2007. On March 12, 2007, the
Executive Officer granted the exiension.

e) On March 30, 2007, the Watermaster and IEUA provided two versions of the
requested Chino Creek Well Field design and construction milestone schedule:
Schedule A — Pragmatic Schedule for the planning, design and construction of the
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g)

h)

Chino Creek Well Field; and, Schedule B — Accelerated schedule for planning,
design and construction of the Chino Creek Well Field. Schedule A and B
identified completion dates of November 2012 and February 2012, respectively.
The February 2012 schedule was recognized as feasible only if requisite analyses
pursuant to the California Environmental Quality Act and other planning and
design processes were completed expeditiously.

On May 29, 2007, ina meeling with Watermaster and IEUA representatives, the
Executive Officer approved the time schedule for achieving hydraulic control. The
approved fime schedule included interim milestone dates and specified that
hydrauic control would be achieved by November 2012. One of the interim

milestone dates required the EIR for the project to be finalized by September 1,
2008. The EIR has not yet been finalized.

In response to a January 15, 2008 request by the Executive Officer for a status
report on progress to achieve hydraulic control, on February 11, 2008, the
Watermaster and IEUA submitted a letter acknowledging that hydraulic control
had not yet been achieved and that some groundwater outflow from Chino North
management zone appeared {o be occurring near Chino Creek. The
Watermaster/|IEUA letter indicated that the magnitude of this discharge was
estimated to be approximately 4,000 to 5,000 acre-fifyr. The letter proposed a
revised schedule for the planning, design and construction of the Chino Creek
Well Field, with completion by early 2013.

By letter dated May 23, 2008, the Executive Officer requested that the
Watermaster and IEUA provide quarterly reports, including schedules, on

progress to implement hydraulic control measures until hydraulic-control is
achieved.

On July 15, 2008, the Watermaster and IEUA submitted a letter report constituting
the July 15" progress report. Per this July 15" report, start-up of the Chino Creek
Well Field was projected to accur in November 2013, The July 15" report also

stated that: “.__since February 2008 there has been no significant progress on the
project.”

Atthe September 5, 2008, Regional Board meeting, the Executive Officer
reported on the status of the Watermaster and IEUA's progress in meeting the
maximum benefit commitments and requirements, including correction of the loss
of hydraulic control. The Executive Officer reported that the Watermaster and
IEUA had submitted a schedule on March 30, 2007 that specified a 4-year
schedule (November 2012) to construct the Ching Creek Well field and theraby
correct the loss of hydraulic control. The Executive Officer also reported that on
February 11, 2008, the Watermaster and IEUA had submitted a revised schedule
for the completion of the Chino Creek Well Field by May 2013. The Executive
Officer reported that the Watermaster and IEUA had also reporied on July 15,
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2008 that there had been no significant progress on the Well Field project since
February 2008. Testimony provided by the Watermaster indicated that the delay
was due, in significant part to financial and membership issues within the Chino
Desalter Authority that were expected o be resolved shortly.

) Subseguently, at the November 21, 2008 Regional Board meeting, the Executive
Officer reported that Watermaster representatives had indicated that the
outstanding issue related to CDA had been resolved and that the plan and
schedule provided by the Watermaster and IEUA would assure that hydrautic
control would be achieved by November 2013. Given the reported resolution of
issues, the Executive Officer did not propose enforcement by the Regional Board,
given the assurances by the Watermaster.

k) On October 30, 2008, the Watermaster and IEUA submitied the Chino Desalter
Phase 3 Quarterly report — July 1, 2009 to September 30, 2008, The quarterly
report included a revised schedule for construction of the Chino Creek Wellfield:
construction was to begin on August 7, 2008 and be complete by December 2,
2014. This is more than two years beyond the November 2012 schedule
identified in the March 30, 2007 Watermaster submittal.

I} The Watermaster and IEUA have failed to maintain hydraulic control and to take

timely action to correct the loss of hydraulic control, as required by Order No. R8-
2007-0039.

m) By electronic message dated December 8, 2009, the Executive Officer advised
the Watermaster and IEUA of the intent 1o proceed with enforcement action for
the continuing failure by Watermaster and IEUA to meet the maximum benefit
requirements specified in Order No, RB-2007-0039, specifically, those
requirements perntaining to hydraulic control.

Pursuant to CWC § 13350. (a) Any person who... (2 in violation of any waste
discharge requirement, waiver condition, certification, or other order or prohibition
issued, reissued, or amended by a regional board or the state board, dis¢harges
waste, or causes or permits waste to be deposited where it is discharged, into the
waters of the state, shall be liable civilly, and remedies may be proposed, in
accordance with subdivision (d) or (e).

Pursuant to § 13350 (g) The state board or a regional board may impose civil liability
administratively pursuant to Article 2.5 (commencing with Section 13323) of Chapter 5
either on a dally basis or on a per gallon basis, but not both. The Executive Officer
proposes to impose civil liability per CWC §13350 (e)(1), on a daily basis.

CWC §13350(e)(1) states that the civil liability on a daily basis may not exceed five
thousand doliars ($5,000) for each day the violation ocours. The maximum liability for
the violation cited above on a daily basis is $1,060,000 (212 days x $5,000 per day).
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This is based on 212 days of violation of the September 1, 2009 deadline for finalizing

the £IR.

CWC §13327 specifies factors that the Regional Board shall consider in establishing

the amount of civil liability. Consideration of these factors is addressed in the following

table.
Fagtor Comment
A. Nature, The Watermaster and IEUA have failed to comply with Order No. RS-
Circumstances, |2007-0039 whersin the Watermaster and |EUA are required io
Extent and implement the maximum benefit program commitment, to maintain
Gravity of hydraulic contrel to eliminate or contral to de minimus levels the
Violation discharge of groundwater from the Chino Basin to the Santa Ana

River. As aresult, hydraulic control has not been achieved at least
since 2008 and continues not to be achieved. The continuing failure
to correct the loss of hydraulic control will adversely affect the quality
and beneficial uses of affectad receiving waters. The requirement to
achieve hydraulic control was based on extensive analyses,
conducted as part of 2004 Basin Plan amendments, to incorporate
maximum benefit objectives and to identify measures necessary to
assure that other receiving waters are not adversely affected as the
result of implementation of those objectives,

The Watermaster and IEUA acknowledged in 2006 that hydraulic
controf was not being met and have failed to address the problem in a
timely manner, ag required by Order No. R8-2007-0039.

The estimated 4,000 - 5,000 acre-feet per year of groundwater in the
Chino Basin that is not contained in Chino Basin, rises into the Santa
Ana River and becomes part of the surface flows recharged in the
Orange County Groundwater Management Zone. The Santa Ana
River serves as the primary source of water supply through
groundwater recharge for Orange County. The 2008 ambient TDS
and nitrate-nitrogen water quality determinations for the Chino Basin
were 340 mg/l and 9.7 mg/L, respectively — representing a 40 mg/L
increase in TDS and a 2.3 mg/l increase in nitrate-nitrogen from the
1997 ambient water quality determination. Absent hydraulic control,
discharges from Chino Basin could adversely affect the quality of
groundwater discharge to the River and the quality of flows recharged
in the Orange County Groundwater Management Zone, and thus the
quality of Orange County groundwater used for domestic and
municipal supply.
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Factor

Comiment

B. Culpability

The Watermaster and IEUA are responsible for implementing the
maximum benefit requirements specified in Order No. R8-2007-0038,
including the requirement to maintain hydraulic control and to identify
and implement an acceptable plan to correct the loss of hydraulic
control, shouid it occur. '

Both [EUA and the Watermaster have detaiied knowledge and
understanding of the basis for the requirement to maintain hydraulic
control and to correct the failure to maintain control. Both IEUA and
Watermaster are aware that the application of “maximum benefit"
objectives is contingent on their implementation of maximum benefit
commitments specified in the Basin Plan and in Order No, RB-2007-
0039. To support implementation of the OBMP and thereby optimize
the use of water resources, including recycled water, in the Chino
Basin, the Watermaster and IEUA sought approval and
implementation of the "maximum benefit’ objectives and committed to
implement a specific program of programs and projects, including

actions necessary to maintain hydraufic control,

G. Economic
Benefit or
Savings

Regional Board staff has insufficient information to assess the
economic benefit of the failure to implement the Chino Creek Wall
Field. The delay in constructing the facilities needed for maintaining
hydraulic control has resulted in cost savings to the member agencies
of the Chino Basin Desalter Authority, the Watermaster and IEUA.
The exact cost benefit from this delay could not be ascertained.
Regional Board staff believes that the assessment proposed in this
complaint is adequate to recover these savings.

D. Prior History of
Vioiations

Neither Watermaster nor IEUA has violated Order No. R8-2007-0039
in the past.

E. Staff Costs

Regional Board staff spent approximately 300 hours investigating the
failure of The Watermaster to maintain hydraulic control and preparing
this enforcement action (@$70 per hour, the total cost for staff time is

$21,000,
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Factor Comment

F. Ability to pay According to the following document, “The Watermaster, Thirty-
Second Annual Report, Fiscal Year 2008-2008", including an
Independent Auditors’ Report, the Watermaster's net assets at the end
of the 2008-20089 fiscal year totaled $10,995,966, a 77% increase in
net assets aver the previous fiscal year. This takes into account
operating expenses, non-operating expenses and all revenues.
Therefore, it appears that the Watermaster has the ability to pay the
proposed administrative civil iability.

According 1o IEUA's “Budget in Brief, FY 2009/10", for the 2008-10
fiscal year, IEUA's adopted budget inciudes an ending fund balance of
$111,000,000. This takes into account operating expenses, capital
pregram costs, net income and prior fiscal year roll-over funding.
Therefore, it appears that IEUA has the ability to pay the proposed
administrative civil fiability.

11. After consideration of the above factors, the Executive Officer proposes that civil
liability be imposed administratively on Chino Basin Watermaster and Inland Empire
Utilities Agency in the amount of $227,700 for the violation cited above.

This penalty assessment is based on a consideration of the potential for harm from
the failure to maintain hydraulic control and the repeated failure to implement
control actions in a timely manner. The Executive Officer determined that an
assessment of $5,000 per day is appropriate. The total assessment based on a
total of 212 days of violation is $1,060,000. This amount is then adjusted based on
the potential harm from the violation, adjustment to the per day assessment
amount, and the Watermaster's and IEUA's culpability, cooperation to address the
violation and prior history of violations. Based on these findings, the Executive
Officer finds that an assessment of $206,700 is appropriate.

CWC §13327 also requires consideration of economic benefit or savings, if any,
resulting from the violation, and other matters as justice may require. These costs
are added to the final liability to determine the assessed civil liability for the alleged
violation(s). No economic benefit has been assessed for the Watermaster's failure
to implement the hydraulic control program. The costs of investigation and
enforcement are considered as one of the “other faciors as justice may require”,
The staff costs ($21,000) are added to the amount in the above paragraph, for a
total assessment of $227,700.
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WAIVER OF HEARING
Please see the atiached Wavier Form for details regarding the waiver procedures.

If you have any questions, please contact Hope Smythe at (951) 7824493, Joanne
Schneider at (951) 782-3287 or Kurt Berchtold at (951)782-3286.

~#/19/)C KEQQ«%{L&QX/
Date Gérard /). Thibeault
Exscutive Officer

Regional Board Prosecution Team







CALIFORNIA REGIONAL WATER QUALITY CONTROL BOARD
SANTA ANA REGION

In the matter of:

Chino Basin Watermaster;
Inland Empire Utilities Agency Order No. R8-2010-0031
No. R8-2010-0013 for
Administrative Civil Liability

)
)
j
;
} Settiement Agreement and Stipufation for
} Entry of Order, Order

}

Section I Introduction

This Setiiement Agreement and Stipulation for Eniry of Administrative Civil
Liability Order (“Stipulation") is-enfered into by and between the Santa Ana Regional
Water Quality Control Board Prosecution Staff ("Prosecutiori Staff’), Chino Basin
Watermaster and Iniand Empire Utilities Agency (referred o collectively as "Settling
Respondent”) (the Prosecution Staff and Settling Respondent are referred to collectively
as "Parties”) and is presented to the Santa Ana Regional Water Quality Control Board
(“Regional Water Board") for adoption as an Order, by settlement, pursuant to
Government Code section 11415.60. '

Section Il Recitals

1. The Setfling Respondent is subject fo the Water Quality Control Plan for the
Santa Ana Basin ("Basin Plan"), which established “maximum benefit’ objectives for
TDS and nitrogen for the Chino North Groundwater Management Zone ("Chinc Basin™).
The "maximum benefit objectives apply provided that specific commitments are satisfied
by the Setiling Respondent. Table 5-8a of Regional Board Resolution R8-2004-0001
identifies the projects and reguirements that must be implemented to demonstrate that
water quality consistent with maximum benefit to the people of the state will be
maintained and that, therefore, the maximum benefit objectives are applicable.
Requirements to implement these maximum benefit commitments are incorporated in
Order No. RB8-2007-0039, issued by the Regional Board o the Settiing Respondent.

2. The Complaint recommends imposing an administrative civil liability fotaling
$227,700 for alleged violations of the reguirements to implement certain maximum
benefit commitments. That amount includes staff costs of $21,000.

3. To resolve by consent and without further administrative proceedings alleged

viclations of Order No. RB-2007-0039 reguirements implementing the maximum benefit
commitments and the Basin Plan set forth in the Complaint, the Parties have agreed to
the Impositicn of $124,350 against the Setiing Respondent, which includes $21,000 for
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staff costs. Payment of $124,350 to the State Water Resources Control Board Cleanup
and Abatement Account is due no later than 30 days following the Regional Water
Board executing this Order. The remaining $103,350 in penalties shall be suspended
upon completion of a Supplemerital Environmental Project (“SEP"), as described herein
in Paragraph 7.

4, The Complaint alleges that the Settiing Respondent violated the provisions of
Order No. R8-2007-0039 by failing to maintain hydraulic control and also failing,
repeatedly, to comply with the correction schedule submitted in response to the
requirements of Provision G.4¢(2) of Order No. R8-2007-0038. The requirement to
maintain hydraulic contro} is one of nine maximum benefit commitments specified in the
Basin Plan and Order No. R8-2007-0038. The Settiing Respondent has to date fulfilled
the other eight commifments.

5. The Basin Plan does not specify the schedule or method by which Hydraulic
Control is to be achieved and maintained. The Setiling Respondent has identified the
construction of the Chino Creek Well Fisld as the physical method by which Hydraulic
Control is to be achieved and maintained. The Settiing Respondent has no direct control
over construction of the Chino Creek Well Field, which is being implemented by the
Chino Desalter Authority {CDA). Nevertheless, the Settling Respondent has and
accepts responsibility to maintain Hydraulic Control and to assure that actions are taken
in a timely manner to implement corrective action when necessary.

8. The Parties have engaged in settiement negotiations and agree to setiie the
matter without administrative or civil litigation and by presenting this Stipulation fo the
Regional Water Board for adoption as an Order pursuant to Government Code section
11415.80. The Prosecution Staff believes that the resolution of the alleged violations is
fair and reasonable and fulfills its enforcement objectives, that no further action is
warranted concerning the specific violations alleged in the Complaint except as
provided in this Stipulation and that this Stipulation is in the best interest of the public,

Section ili: Stipulations

The Parties stipulate to the following:

7. Administrative Civil Liability: The Settiing Respondent hereby agrees to pay
the administrative civil liability totaling $227,700 as set forth in Paragraph X of Section 1l
herein, Further, the Settling Respondent agrees that $103,350 of this administrative
civil liability shall be suspended pending completion of a8 SEP as set forth in Paragraph
7 herein.

8. SEP: The pariies agree that this Settlement Agreement and Stipulation includes
a supplementai environmental project (SEP) as provided for as follows:

A, Definitions -



Order Ne. R8-2010-0031 -3~ June 10, 2010

“Cleanup and Abatement Account’ — the State Water Pollution Cleanup and Abatement
Account.

"Designated Water Board Representative” — the representative from the Regional Water
Quality Control Board responsible for oversight of the supplemental environmental
project (SEP). The contact information for this representative is as follows:

Name: Hope Smythe

Address; 3737 Main Street, Suite 500
Riverside, CA 92501-3348

Phone: (951) 7B2-4493 -

email; hsmythe@waterboards.ca.gov

‘Enforcement Coordinator” - the person on the Regional Water Quality Control Board
staff who is responsible for enforcement coordination.

“Implementing Party” — Can be an independent third party(ies) with whom the Setiling
Respondent has contracted or otherwise engaged to implement the SEP, or the Setlling
Respondent itself. The Seftling Respoendent has chosen to implement the SEP in this
instance and is therefore the implementing Party for purposes of this Agreement.

‘Milestone Requirement” - a requirement with an established time schedule for
meeting/asceriaining ceriain identified measurements of completed work. Upon the
timely and successful completion of each milestone requirement, an amount of liability
will be permanently suspended or excused as set forth in the Description of the SEP
below.

‘SEP Completion Date” - the date by which the SEP ;Niﬂ be completed in its entirety.

B.. Administrative Civil Liability And Cosis Of Enforcement

1. Total Civil Liability .
Settiing Respondent shall be subject to administrative civil liability in the total amount of
$227,700. This includes the amount of $21,000 for the costs incurred by the Regional
Board staff to investigaie and prosecute the administrative civil liability enforcement
action. The civil liability also includes the cost of a SEP in the amount of $103,350. The
cost of the SEP will be referred to as the SEP Amount and will be treated as a
Suspended Administrative Civil Liability.

2. Payment and Costs
Payment of $124,350 shall be made within 30 days of receipt of the Stipulated Order
executed on behalf of the Water Board to the Cleanup and Abatement Account. The
payment of Water Board staff costs incurred for overseeing the implementation of the
SEP is addressed in paragraph F, below. Payment shall be submitted to the Payment
Administrator, as follows:
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Hope Smythe
3737 Main Sireet, Suite 500
Riverside, CA 92501-3348

3. Funding of Special Environmental Projects
Settling Respondent agrees to perform the SEP as described further below.
c. Description of the S8EP

1. Crgardzation proposing the project:
intand Empire Utilities Agency (IEUA), a municipal water district

Project Manager: Pati Dezham, Manager, Pre-Traatment Program
infand Empire Utilities Agency
PdezhamBieua.org
905-093-1650

2. Proposed project:
Residential Self-Regenerating Water Softener Removal Rebate Program.
The purpose of the IEUA-sponsored Self-Regenerating Water Sofiener Rebate program
is to provide a rebate to fund the voluntary removal of existing self-regenerating water
softeners from residential properties within IEUA's service area to reduce the impact of
salinity discharges from these devices on recycled water and the Chine Groundwater
Basin, The program is expecied to fund the removal of approximately 160 existing water
softeners and fo take out approximaitely 37 tons per year of TDS from the recycled water
supply that is used in the Chino Basin for cutdoor irrigation and groundwater recharge.

3. Application of SEP funds:
IEUA is proposing to use $103,350, 50% of the fine assessed under ACL Complaint R8-
2010-0013 (accounts for deduction of Regional Board staff costs). The total program
cost for removal of 160 water softeners is $178,000, of which $74,500 covers the cost of
advertising, water softener removal costs (a free plumber service that is provided to
participating residents), break down and disposal of the used equipment, and staff
administrative time and the remainder ($103,350) covers the residential rebates. The
SEP funds will be used solely for the rebates. The implementation funding is already
included in the Agency’s proposed FY 2010/2011 budget. There is.no CEQA
requirement. The rebate program started as a demonstration project in 2008 with
funding from Metropolitan Water District of Southem California, National Water
Resources Institute and the Southern Cafifornia Salinity Coalition,

4. Schedule:
Project stari date: July 1, 2010
Completion date: June 30, 2012

8. End Product:
iEUA will provide gquarterly updates on the status of the program and a finai report which
summarizes the number of applications received, number of applications approved,
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number of water sofleners removed, and the estimated salt and water savings generated
by the program.

8, Kexus:
Achievement of hydraulic control in the Chino Basin is a key element of the "Maximum
Benefit" Plan/Basin Plan amendments adopted by the Regional Board in 2004,
Hydraulic control is intended to protect the water quality for the lower Santa Ana River
and Orange County Groundwater Management Zone. Another key water guality
glement In the "Maximum Benefit” Plan/Basin Plan amendments is the reduction of salfs
entering the Chino Basin and specifically managing TDS in recycled water supplies to
remain below the 550 mp/ discharge limit. The proposed SEP project is & voluntary
program implemented by {EUA that incentivizes residents to take out and destroy
existing seif-regenerating water softeners, thereby removing tons of TDS from the
recycled water supply and benefifing water quality in the Chino Basin and downstream.
See attached program materials.

D. Representations and Agreements Regarding SEPs
1. Settling Respondent performing SEP
a. Representation of the Settling Respondent

As 2 materia! consideration for the Water Board's acceptance of this Stipulated Order,
the Settling Respondent represents that it will utilize the funds outlined in paragraph
C(3} to implement the SEP in accordance with the schedule for performance (described
in C{4}). The Seffling Respondent undersiands that its promise to implement the SEP,
in its entirety and in accordance with the schedule for implementation, is a material
condition of this settlement of liability between the Seitling Respondent and the Water
Board.

b, Agreement of Settling Respondent to Impiement SEP

The Settling Respondent represents that: 1) it will spend the SEP amount as described
in this Stipulated Order; 2} it will provide a certified, written report to the Water Board
~ consistent with the terms of this Stipulated Order detailing the implementation of the
SEP, and 3} within 30 days of the completion of the SEP, it will provide written
certification, under penalty of perjury, that the Settling Respondent followed all
applicable environmental laws and regulations in the implementation of the SEP
including but not limited to the California Environmental Quality Act (if applicable), the
federal Clean Water Act and the Porter-Cologne Act. The Settling Respondent agrees
that the Water Board has the right to require an audit of the funds expended by it to
implement the SEP.

E. Publicity Associated with SEP

Whenever the Settling Respondent or its agents or subcontractors or the Implementing
Party publicizes one or more elements of the SEP, they shall state in 2 promineng
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manner that the' project is being underiaken as part of the settlement of an enforcement
action by the Water Board against the Setlling Respondent,

F. Water Board Oversight Costs

Settling Respondent shall pay $1,000 to the State Water Pollution Cleanup and
Abatement Account o fully cover the Water Board's estimated costs of overseeing the
implementation of the SEP. This payment is due within 30 days of the entry of the
Order by the Regional Water Board that accepts this SEP.

G. Submittal of Progreas Reports

Setiling Respondent and/or the Implementing Party shall provide quarterly reporis of
progress fo the Designated Water Board Representative, starting with September 30,
2010

Settling Respondent and/or the implementing Party shall permit inspection of the SEP
by the Water Board staff at any time without notice.

H.  Audits and Certification of Environmental Project
1. Certification of Expenditures.

On or before June 30, 2012, Settiing Respondent shall submit a certified staterment by
responsibie corporate officials representing the Settling Respondent (and the
implementing Party) documenting the expenditures by Settling Respondent (and the
implementing Party) during the completion period for the SEP. The expenditures may
be external payments fo outside vendors or contractors implementing the SEP. In
making such certification, the official may rely upon normal company project tracking
systems that capture employee time expenditures and external payments o outside
vendors such as environmental and information technology contractors or consultants.
Settling Respondent shall provide any additional information requested by the Water
Board staff which is reasonably necessary to verify Settiing Respondent's SEP
expendifures. The certification need not address any costs incurred by the Regional
Board for oversight. ‘

2. Certification of Performance of Work

On or before August 1, 2012 the Setiling Respondent (or the Implementing Party on
behalf of the Respondent) shall submit a report, submitted under penalty of perjury,
stating that the SEP has been completed in accordance with the terms of this Stipulated
Order. Such documentation may include photographs, invoices, receipts, certifications,
and other materials reasonably niecessary for the Regional Board to evaluate the
completion of the SEP and the costs incurred by the Setiling Respondent. The
certification shouid state:
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| testify, under penalty of perjury, that the work on the Residential Self
Regenerating Water Softener Removal Rebate Program is complete as of [date ]

3. Ceriification that Work Performed on SEP Met or Exceeded
Requirements of CEQA and other Environmental Laws [Where
Applicablel.

" On or before July 1, 2010, the Seitling Respondent (or the Implementing Party on behalf
of the Settling Respondent) shall submit documentation, under penalty of perjury,
stating that the SEP meets or exceeds the requirements of CEQA, if applicable, and or
other environmental laws. The Setiling Respondent (or the Implementing Party on
behalf of the Settling Respondent) shall, before the SEP implementation date, consult
with other interested State Agencies regarding potential impacts of the SEP, Other
interested State Agencies include, but are not limited to, the California Department of
Fish and Game. To ensure compliance with CEQA where necessary, the Sattling
Respondent and/or the Implementing Party shall provide the Water Board with the
following documents from the lead agency: .

a} Categorical or statutory exemptions;
b) Negative Declaration if there are no "significant" impacts;

c) Mitigated Negative Declaration if there are potential "significant”
impacts but revisions to the project have been made or may be
.made to avoid or mitigate those potential significant impacis;

d) Environmental Impact Report {(EIR) if there are "significant”
impacts.

4. Third Party Audit

if the Designated Regional Board Representative obtains information that causes the
represeniative to reasonably believe that the Seitiing Respondent (or Implementing
Party) has not expended money in the amounts claimed by the Settling Respondent (or
Implementing Party), or has not adeguately completed any of the work in the SEP
Workplan, the Designated Regional Board Representative may require, and the Settling
Respondent shall submit, at ifs sole cost, a report prepared by an independent third
party{ies) acceptable to the Water Board staff providing such party{ies)’s professional
opinion that Setfling Respondent (and the impiementing Party) has expended money in
the amounts claimed by the Settling Respondent. In the event of such an audit, the
Settting Respondent (and the Implementing Party) agree that they will provide the thirgd-
party auditor with access to all documents which the auditor requests. Such information
shall be provided to the Designated Water Board Representative within three (3)
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months of the completion of the Setlling Respondent's SEP obligations. The audit need
not address any costs incurred by the Regional Board for oversight.

. Regional Board Acceptance of Completed SEP

Upon the Setlling Respondent's satisfaction of its obligations under this Stipulated
Order, the completion of the SEP and any audits, the Designated Water Board
Representative, with nofice to the regional Enforcement Coordinator, shall request that
the Water Board issue a “Satisfaction of Order”. The issuance of the Satisfaction of
Order shall terminate any further obligations of the Settling Discharger and/or the
implementing Party under this Stipulated Order.

4 Failure to Expend All Suspended Administrative Civil Liability Funds
on the Approved SEP

in the event that Settling Respondent is not able fo demonsirate to the reasonable
satisfaction of the Regional Water Board staff that it (and/or the Implementing Party)
has spent the entire SEFP Ameount for the completed SEP, Setifing Respondent shall pay
‘the difference between the Suspended Administrative Civil Liability and the amount
Settling Respondent can demonstrate was actually spent on the SEP, as an
administrative civil liability.

K. Failure to Compiete the SEP

If the SEP is not fully implemented within the SEP Completion Period reguired by this
Stipuiated Order or there has been a material failure to satisfy a Milestone Requirement,
the Designated Water Board Representative shall issue a Nofice of Vioiation. As a
consequence, Setiling Respondent shall be liable to pay the entire Suspended Liability
or, some portion thereof less the value of the completion of any Milestone
Requirements. Unless otherwise ordered, Setting Respondent shall not be entitled to
any credit, offset, or reimbursement from the Reglonal Water Board for expenditures
made on the SEP prior to the date of the "Notice of Violation” by the Water Board. The
amount of the Suspended Liability owed shall be determined via a *Motion for Payment
of Suspended Liability" before the Water Board. Upon a determination by the Regional
Water Board of the amount of the Suspended Liability assessed, the amount owed shall
be paid to the State Water Poliution Cleanup and Abatement Account within thirty (30)
days after the service of the Regional Water Quality Control Board's determination. In
addition, the Seitling Respondent shall be liable for the Water Board’s reasonable costs
of enforcement, including but not limited to legal costs and expert witness fees,
Payment of the assessed amount will safisfy the Setlling Respondent's obligations fo
implement the SEP.

L. Water Board is Not Liable

Neither the Water Board members nor the Water Board staff; attorneys, or
representatives shall be liable for any injury or damage to persons or property resuiting
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from acts or omissions by Setfling Respondent (or the implementing Party where
applicable), its directors, officers, employees, agents, representatives or contractors in
carrying out activities pursuant to this Stipulated Order, nor shall the Water Board, its
members or staff be held as parties to-or guarantors of any contract entered into by
Settling Respondent, its directors, officers, employees, agents, representatives or
contractors in carrying out activities pursuant to this Stipulated Order.

The Settfing Respondent and the implementing Party covenant not to sue or pursue any
administrative or civil claim or ciaims against any State Agency or the State of
California, or their officers, employees, representatives, agents, or attorneys arising out
of or relating to any matter expressly addressed by the ACL, this Stipulated Order or the
SEP,

9. Compliance with Applicable Laws: The Setfling Respondent understands that
payment of administrative civil liability in accordance with the terms of this Order or
compliance with the terms of this Order is not a substitute for compliance with
applicable laws, and that continuing violations of the type alleged in the Complaint may
subject them to further enforcement, including additional administrative civil liability.

10.  Party Contacts for Communications related to Stipulation/Order:
For the Regional Water Board:

Kurt Berchtold, Assistant Executive Officer

Santa Ana Regional Water Quality Control Board
© 3737 Main Streei, Suite 500

Riverside, CA 92501-3338

Julie Macedo, Senior Staff Counsel
State Water Resources Control Board
Office of Enforcement

1001 | Strest, 16" Floor

Sacramentio, CA 95814

For the Seitling Respondent:

Kenneth Manning, Chief Executive Officer
Chino Basin Watermasier

9841 San Bernarding Rd.

Rancho Cucamonga, CA 81730

Thomas Love, CEO/General Manager
Infand Empire Utilities Agency

8075 Kimball Avenue

Chino, CA 51708
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11.  Bankruptcy: Should the Settling Respondent enter into bankruptcy proceedings
before all payments are paid in full, the Settling Respondent agrees to not seek to
discharge any of these penalties in bankrupicy proceedings. :

12.  Attorneys' Fees and Cosis: Except as otherwise provided herein, each Party
shall bear all attorneys’ fees and costs arising from the Party’s own counsel in
connection with the matters set forth herein.

13.  Mafters Addressed by Stipulation: Upon adoption by the Regional Water
Board as an Order, this Stipulation represents a final and binding resolution and
settlement of ali claims, violations or causes of action alleged in the Compilaint, or which
could have been asserted against the Settling Respondent as of May 10 2010 based on
the specific facts alieged in the Complaint or this Stipulated Order (*Covered Matters™).
The provisions of this Paragraph are expressly conditicned on the full payment of the
administrative civil liability by the deadlines specified in Paragraph 3, meeting the

. revised schedule hereby approved by the Regional Board for the construction of the
Chino Creek Welifield in the form attached hereto as Attachment A, and the Setiling
Respondent's full satisfaction of the obligations in performing the SEP, as described in
Paragraph 7.

14. Settiing Respondent's Denial of Liability: In settling this matter, the Settiing
Respondent does not admit to any of the findings of the Complaint, or that it has been
or is in violation of the CWC, or any other federal, state, or local law or ordinance,
provided, the Settling Respondent agrees that in the event of any future enforcement
actions by the Regional Water Board, this Order may be used as evidence of a prior
enforcement action consistent with CWC section 13327,

15, Public Notice: The Seftling Respondent understands that this Stipulation and
proposed Order was noticed for public comment on May 10, 2010, prior to consideration
by the Regional Water Board. In the event objections are raised during the public
comment period, the Regional Water Board or the Executive Officer may, under certain
circumstances, require a public hearing regarding the Stipulation and proposed QOrder.
in that event, the Parties agree to meet and confer concerning any such objections, and
may agree fo revise or adjust the proposed Order as necessary or advisable under the
circumstances.

16.  Addressing Objections Raised During Public Comment Period: The Parties
agree that the procedure contemplated for adopting the Order by the Regional Water
Hoard and review of this Stipulation by the public is lawiful and adequate. In the event
procedural objections are raised prior to the Order becoming effective, the Parties agree
to meet and confer concerning any such objections, and may agree to revise or adjust
the procedure as necessary or advisable under the circumstances.

17, Interpretation: This Stipulation and Order shall be construed as if the Parties
prepared it jointly. Any uncertainty or ambiguity shall not be interpreted against any one
Party. The Settling Respondent is represented by counsel in this matter.
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18. Modification: This Stipulation and Order shall not be modified by any of the
Parties by oral representation made before or after its execution. All modifications must
be in writing, signed by all Parties and approved by the Regiona! Water Board.

18. if Order Does Not Take Effect: in the event that this Order does not take
effect because it is not approved by the Regional Water Board, or its delegee, or is
vacated in whole or in part by the State Water Resources Control Board or a court, the
Parties acknowledge that they expect fo proceed 1o a contested evidentiary hearing
before the Regional Water Board to determine whether to assess administrative civil
liabilities for the underlying alleged violations, unless the Parties agree otherwise. The
Parties agree that all aral and written statements and agreements made during the
course of settiement discussions will not be admissible as evidence in the hearing. The
Parties agree to waive any and all objections based on setflement communications in
this matter, including, but not limited to:

a. Objections related to prejudice or bias of any of the Regional Water
Board members or their advisors and any other objections that are
premised in whole or in part on the fact that the Regional Water Board
members or their advisors were exposed {o some of the material facts
and the Parfies' settlement positions as a consequence of reviewing
the Stipulation and/or the Order, and therefore may have formed
impressions or conclusions prior to any contested evidentiary hearing
on the Complaint in this matter; or

b. Laches or delay or other equitable defenses based on the time period
for administrative or judicial review to the extent this period has been
extended by these settlement proceedings.

20. Waiver of Hearing: The Setlling Respondent has been informed of the rights
provided by CWC section 13323, subdivision (b), and hereby waives its right to a
hearing before the Regional Water Board prior to the adoption of the Order.

21,  Waiver of Right to Petition: The Settling Respondent hereby waives its right to
petition the Regional Water Board's adoption of the Order for review by the State Water
Resources Control Board, and further waives its rights, if any, to appeal the same to a
California Superior Court and/or any California appellate level court.

22. Settling Respondent's Covenant Not to Sue: The Setlling Respandent
covenants not to sue or pursue any administrative or civil claim{s) against any State
Agency or the State of California, their officers, Board Members, employees,
representatives, agents, or attorneys arising out of or relating to any Covered Matter.

23. MNecessity For Written Approvals: All approvals and decisions of the Regional
Water Board under the terms of this Order shall be communicated fo the Seffling
Respondent in writing. No oral advice, guidance, suggestions or comments by
employees or officials of the Regional Water Board regarding submissions or notices
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shall be construed to relieve the Settling Respondent of its obligation to obtaln any final
written approval required by this Order,

24, Authority to Bind: Each person executing this Stipulation in a representative
capacity represents and warrants that he or she is authorized to execute this Stipulation
on behalf of and to bind the entity on whose behalf he or she executes the Stipulation.

25. Effective Date; The obligafions under Paragraphs 3, 7 and Attachment A, -
incorporated by reference, of this Stipulation are effective and binding on the Parties
" only upon the entry of an Order by the Regional Water Board which incorporates the
terms of this Stipulation,

26-. Severability: This Stipulation and Order are severable; should any provision be
found invalid the remainder shail remain in full force and effect,

27. Counterpart Signatures: This Stipulation may be executed and deliveréd in
any number of counterparts, each of which when executed and delivered shall be
deemed to be an original, but such counterparts shall together constitute one document.

IT IS 8O STIPULATED.

California Regional Water Quality Confrol Board Prosecution Team
Santa Ana Region

By:

Gerard J. Thibeault, Executive Officer
Date:

SETTLING RESPONDENT'S NAME
By.

NAME
TITLE

Date:
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Order of the Regional Water Board
1. This Order incorporates the foregoing Stipulation.

2. In accepting the foregoing Stipulation, the Regional Water Board has considered,
where applicable, each of the factors prescribed in CWC sections 13327, 13351,
and 13385(e). The Regional Water Board's consideration of these factors is
based upon information obtained by the Regional Water Board's staff in
investigating the allegations in the Complaint or otherwise provided to the
Regional Water Board. In addition to these factors, this settiement recovers the
costs incurred by the staff of the Regional Water Board for this matter.

Pursuant to CWC section 13323 and Government Code section 11415.60, IT 18
HEREBY ORDERED on behalf of the Santa Ana Regional Water Quality Controf Board.

Gerard . Thibeault
Executive Officer

Date:




Order No, RB-2010-0034
Attachment A

Revised Schedule for Construction of Chino Creek Well Field

The Settling Respondent agrees to implement the Chino Creek Weli Field in
accordance with the schedule detailed below, subject to the following:

1. The Parties will meet at least once every three months to review
compliance with the revised schedule presented below for the construction
of the Chino Creek Well Field and to review the current status of Hydraulic
Control.

2. If for just cause, milestones in the revised schedule below have not been
met, or if technical analyses by the Settling Respondent, the Regional
Board or other qualified individuals/organizations indicate that Hydraulic
Control has not been attained, then the Parties agree to consider revised
schedule milestones and/or other remedial efforts. In evaiuating just
cause, the Regional Board shall take into consideration the activities of
third parties over whom the Settling Respondent has no controf but that
may affect the schedule for achieving Hydraulic Control, including the
responsible parties for the Chino Airport and Ongtario Airport contamination
plumes. Upon notification by the Regional Board that efforts to achieve
Hydraufic Control have failed or are inadequate, the Settling Respondent
shall submit a proposed revised schedule, which may be based on an
alternative plan of remedial efforts designed to achieve Hydrauiic Controf,
no later than 3 months frem the date of notification. Upon agreement by
the Regional Board, after the opportunity for public comment has been
provided, on a revised schedule and/or other remedial efforts, the revised
schedule/remedial efforts shall form the basis for assessment of
compliance with the requirements of Order No. R8-2007-0038, Provision
G.4g(2) for the maintenance of hydrauiic control,

3. The Settling Respondent acknowledges that failure to achieve Hydraulic
Control in accordance with the revised schedule below, or with a further
revised and approved remedial plan or schedule, may resultin a
determination by the Reglonal Board, after the opportunity for input by the
Settling Respondent and the public has been provided, that the
“maximum benefit" objectives do not apply and that the Seftling
Respondent is responsible to identify and implement an acceptable plan to
mitigate TDS and nitrogen discharges in excess of the limitations specified
in Order No. RB8-2007-0039 that are based on the applicable
antidegradation objectives.



Revised Schedule
May 5, 2010 Advertise Drilling of first set of wells’

June 15, 2010 Open Bids at WMWO for first set of wells

June 24, 2010 Watermaster Finding of No Material Physical Injury and
Approving Location of Hydraulic Control Welis

August 31, 2010 Notice to Proceed for first set of wells
October 28, 2010 Completion of Chino Il Desalter expansion
January 28, 2011 Woater Quality Results for first set of wells

February 25, 2011  Completion of drilling for first set of wells

August 1, 2011 Notice io Proceed for second set of wells

May 18, 2012 Completion of Wellfields Intertie Pipeline and Pump Station
May 18, 2012 Completion of Chine 1i Product Water Pump Stations

June 14, 2012 Compiletion of drilling for second set of wells

July 23, 2012 Completion of Chino i Product Water Pipelines

July 24, 2012 Completion of equipping first set of wells

September 4, Start-up of first set of wells and Completion of Raw Water
2012 Pipeline from CCWF to Chino | Desalter

Aprit 25, 2013 . Completion of Chino | Desalter Expansion

October 18, 2013 Completion of equipping second set of wells
November 1, 2013 Start-up of second set of wells

March 10, 2014 Completion of Concentrate Reduction Facilities

" The "Chino Creek Wellfield” is anticipated o include six production wells, The “first set” of welis
will include two of these wells. Following installation and testing of these wells, Settling
Respondant and the CDA, in consuliation with Regional Board staff, will evaluate whether all four
of the “sacond set” of wells are necessary in order {o achieve and maintain Hydraulic Control,



The revised schedule for the Chino Creek Well Field set forth in the
preceding table is a schedule for the completion of the Expansion Project
otherwise known as Phase lii of the Chino Basin Desalters. The Expansion
Project is being pursued under direction of the San Bernardino Superior court
and it is intended to achieve "Hydraulic Control,

The Setting Respondents expect that substantial progress will have been
made towards obtaining Hydraulic Contro! by September of 2012 when the first
set of production wells is connected to the raw water pipeline. The Setiiing
Respondents expect that the completion of the Expansion Project will achieve
the goal of obtaining Hydraulic Control.

The Chino Basin Watermaster will update the enclosed schedule at least
once every three months and more frequently when necessary fo account for
progress to date and fo request adjustments when there are unexpected
infervening circumstances. -

? Hydrautic Control is defined as the elfimination of groundwater discharge from the Chino Basinto
the Santa Ana River or controlling the discharge to de minimus levels.






DESALTER EXPANSION PROJECT: PRINCIPLES FOR COMPLETION

Objectives:

1. Provide reasonable assurances to the Expansion Group (Western
Municipal Water District, the City of Ontario, and the Jurupa Community Services
District.) so that it may first proceed with expenditures for the construction of two new
test wells and related monitoring wells now and the further efforts to secure hydraulic
control under consideration without risk that the Expansion Project will be rejected by
the Chino Basin Desalter Authority (CDA 2 joint powers agency comprised of the cities
of Chino, Chino Hills, Ontario, Norco, the Jurupa Community Services District, the
Santa Ana River Water Company and the Western Municipal Water District as a non-
voting member) for reasons related to the determination of projected O&M cosis for the
consolidated Desalter facilities (Phases |, 1l and 1ll) are greater than 10 percent.

2. Provide reasonable assurances to the non-participating CDA members
{the Cities of Chino, Chino Hills, Norco and Santa Ana River Water Company) that the
Expansion Project will not cause them fo incur unreasonable risk and expense upon
acceptance of the Expansion Project by the CDA..

3. Provide reasonable assurances to the Court and to the Regional Water
Quality Control Board regarding the parties’ progress of the Expansion Project and
achievement of Hydraulic Control.

Proposal:

1. There is a presently defined “check-in” period as identified in the JPA
Amendment No. 2. This "check-in" was intended ic provide certainty regarding the
potential economic impact of the Expansion Project (as defined in the Preliminary
Design Report) on existing operations and maintenance expenses (O&M). However,
the lack of certainty regarding the timing and the methodology applicable to the “check-
in” has actually caused uncertainty and chilled the Expansion Group's desire {o commit
to certain potential expenditures until the parties reached 90% final design.
Accordingly, as a surrogate for and in complete satisfaction of the existing “check in” at
the 80% final design stage as described in JPA Amendment No. 2, the CDA and the
Expansion Parties would instead use the following criteria.

(a)  There are the two reports prepared by Carollo and RBF Engineers which
now demonstrate that the expected O&M costs will not exceed 10%. The RBF and
Carollo reports have been further adjusted to incorporate actual historical cost data.
Consequently, prior to the Expansion Group proceeding further with the drilling of the
wells referenced in the revised Project description and subsequently proceeding with
additional measures that are reasonably calculated {o achieve hydraulic control, the
CDA should receive the two reports, and including the revisions to reflect actual
historical data and provisionally find that the cost projections contained therein are



within the 10% cap for O&M (and will not be exceeded other than as may result from
water quality risks see (b)(i) below and MWD's failure to fund the expected Local
Resources Program (LRP) see Section 2(b)(ii) below.) The Parties will deem this review
sufficient to account for all O&M guantification issues for purposes of calculating
whether the 10% cap for O&M has been exceeded other than for water quality
treatment costs.

(b)  With respect to water quality treatment costs, to fairly balance the need for
the Expansion Group fo proceed with the construction of the Chino Creek Weil-Field
(the revised Project description — two wells) and to continue with additional measures to
secure Hydrauiic Control pursuant to the Expansion Project, a subsequent exceedance
of the 10% cap on Q&M costs for reasons refated to the cost of treatment for water
quality will become a contingent economic tail obligation (condition subsequent
establishing a defined financial obligation) and not a further condition of acceptance of
the project.

i The cost of treating for water quality unrelated to the identified
contamination from the Chino Airport plume will be determined at the time there
is sufficient information obtained from the new test wells contemplated by the
revised Project description. If the representative sampling is sufficient to
reasonably project future O&M costs related to the treatment of water quality
other than contamination, then the future O&M will be determined at this time.
There is a preference for maintaining a “postage stamp” O&M rate for CDA
water, consequently, if the cost of water quality treatment, when added fo the
O&M cost increase predicted by the average of revised RBF and Carolio reports,
do not cause total projected O&M costs to exceed 10 percent, then there will be
no further Expansion Group responsibility for incremental water quality freatment
costs and the matter will be closed. If the projected cost of water quality
treatment will cause the total O&M costs to exceed 10% because of the
Expansion Project, the O&M rate paid by the Expansion Group will be subject to
a surcharge for the increment of the O&M cost exceeding 10% (Water Quality
Surcharge). Thereafter, if the Water Quality Surcharge is implemented, it will be
subject to discretionary review by CDA no more frequently than once every three
years, whereby CDA will consider all actual historical O&M costs, including cost
reductions, for purposes of calculating whether O&M costs, inclusive of water
quality treatment (for other than contamination from the Chine Airport Plume)
have been less than 10% and whether they can be reasonably projected to
remain less than 10%. If the cumulative actual O&M costs are greater than 10%
(other than for contamination) the Water Quality Surcharge will be maintained. If
actual costs and reasonable projections indicate that the cumulative O&M costs
(for other than contamination from the Chino Airport Plume) will not exceed 10%,
the Water Quality Surcharge will be terminated; there will be no further re-
openers and the matter will be closed.

i, Assuming Metropolitan Water District (MWD) approves either a
uniform Local Resources Program (LRP) funding for all three Phases of the
Desalters or one for the Expansion Project alone, the subsequent continuing
availability of some or all of the LRP funding shall not be considered a benefit



received or an obligation independently incurred by either the Expansion Group
or the Non-Participating members for purposes of any O&M cost calculation.
However, if MWD does not approve, or reduces, LRP funding for either the
uniform or the Expansion Project, then the Expansion Group may elect in its
complete discretion to proceed with the Expansion Project and pay the
incremental expense in O&M costs greater than 10%, withdraw from the
Expansion Project, secure third-party funding or engage in negotiations with non-
participating CDA members for purposes of effectuating the intentions expressed
in this Subsection ii and maintaining an equitabte apportionment of O&M costs
with knowledge of the facts available at that time. The non-participating CDA
members will not be compelled to incur an increase in O&M costs greater than
10% because of the CDA’s election to proceed forward despite MWD’s failure to
fund the requested LRP.

iif. As between CDA and Watermaster, Watermaster will remain
primarily responsible for addressing the contamination from the Chino Airport
Plume and in continuing cooperation and coordination with CDA will pursue the
Responsible Parties for all incremental CDA capital costs and operations and
maintenance costs. To the extent capital and O&M costs attributable to
redressing water quality degradation from the Responsible Parties is incutred
prior to resolution of threatened or actual litigation, CDA will front (cover) the
added costs as a form of bridge financing (current and expanded). CDA may
elect to request Watermaster to fund the bridge costs but Watermaster's
agreement shall not be a requirement of this Agreement. The proceeds from any
recovery will be paid to CDA and used to defray the actual incremental cost
attributable to treating the contaminated water. Additional proceeds may be
distributed and used in the discretion of the CDA.

iv. The water purchase agreements will be amended to account for
this knowable and defined cost in the event either contingency occurs.

2. The Inter-governmental agreement will be amended to reflect that there wilt be
"two test wells" - rather than "up to". A reference to the possibility that the wells might be
converted to production wells after further compliance with CEQA is desired.

3. The CDA Board and the Expansion Group will independently approve the
provisional revised schedule that is transmitted to the Regional Board by Watermaster.
Watermaster will not request and the CDA and the Expansion Group do not intend
through their actions to become permittees or to assume a direct or indirect relationship
with the Regional Board through this acknowledgment.

4, The Expansion Parties reserve the right to address the proposed mitigation, their
responsibility for the identified measures and the projected costs prior to proceeding
with the Expansion Project.

5. These principles are expressly subject to Watermaster determinations that the
well-field operation will not cause Material Physical Injury and that the wells will
effectuate the purposes of hydraulic control. The Expansion Group and the non-
participating CDA members will exercise good faith and reasonable efforts to comply
with Watermaster directives. So long as CDA complies with Watermaster’s directives



concerning the location, construction and operation of the wells used to secure
Hydraulic Control, CDA does not expect to incur additional costs or third-party liability
and it does not intend to assume any such liability.

B. The Expansion Group covenants that it will pay for ali capital costs for the entire
Expansion Project.

7. The parties will exert reasonable best efforts to effectuate these principles,
conforming legal instruments and expeditiously determine the relative "buy-in”" so as to
eliminate further uncertainties.
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‘s RE: Ninety Day Nofice of Citizen Suit under the Resources Conservation and Recovery Act,
- 42 USC §6972 R :
Chino Airport, Chino, Californla

Dear Ladies and Genfleman:

This letter is being seﬁt on behalf of the Chino Basin Watermaster ("Watermasief") and the Chino
Desalter Agency (“CDA™.

Watermaster is & consensus-based organization facilitating development and. utilization of the Chino
Groundwater Basin, Watermaster's mission is *[o manage the Chino Groundwater Basin in the most
beneficial manner and fo equitably administer and enforce the provisions of the Chino Basin

Watermaster. Judgment”, San Bernardino Superior Court Case No. RCV 51010 (formerly Case No.
- BCV 164327). (Judgment) ’

The groundwater in the Chino Groundwater Basin {'Basin") is the primary source of drinking water for
over 500,000 residents of numerous cites and unincorporated areas of the County. Poriions of the

11811 San Vicente Bounlevard, Suite 350 [ Los Anpeles, CA 90049 -6550 F10.500.4600 tof
. Brovenstzin Hyatl: Farber Schreck, LLE | bhfs.com 310.500.4602 fux
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Basin's groundwater are contaminated with hazardous substances. As a result of certain investigations
relating to such hazardous substances, the Callfornia Regional Water Quality Control Board Santa Ana
Region (Regiona! Board) notified the defendants, and each of them, that cerfain contamination
consisting of various hazardous substances is befieved fo be emanating from the Aiport. The
existence of the comtamination led the Regional Board to Issue Cleanup and Abatement Order No. 90-
134 (CAOQ) under which the San Bernardino County Department or Alrporis {County) wes  required to
investigate the onsite soils, and to investigate and mitigate the groundwater contamination aftributable
to the discharge of hazardous substances, here considered to consist of various volatile organic
compounds {("Contaminanis®) at the Chino Airport (Site). In 2008, the Regional Board issued a new
Clean up and Abatement Order No. R8-2008-0064 which required, among other things, that the County
submit and implement a remedial acfion plan to address the Contaminants. Notwithstanding the
Regional Board Orders, Contaminants remain in the Basin at such levels o pose an imminent and
substantial endangerment to health and the environment.

Watermasier has an interest In the water quality of the Basin under the Judgment and under its
Optirmum Basin Management Plan ("OBMP?) and has acted since its creation to maintain and increase
the benefltial uses of water In the Baslh. Watérmaster is the principal entity responisibly for managing
the production, use, transfer and storage of water within the Basin. It routinely approves the transfer of
thousands of acre-feet each year within the Basin dependent upon the finding the iransfer will not
cause Material Physical injury as referenced in the Judgment.

Likewise, virtually any project that Watermaster must approve requires some finding related to harm fo
the Basin or water right holder. This determination is hindered by the existence of contamination. The
benefite of implementing additional Court orders dated in December of 2007 has been recently
estimated at nearly 2 billion dollars under an economic study recently conducted by Dr, David Sunding
from the University of Californiz, Berkley. To the exient any of the measures confemnplated by the
Couris orders, whether that be recharge, treatment, desalting, basin re-operation, transfers or storage,
there will be recurring economic infury and a foss in overall water supply reliability. Henees, a removal
andfor remediation of the contamination is required. '

In 2005 Watermaster became obligated to the Regional Water Quality Control Board Sznta Ana Region
by way of Order No. R8-2005-0033 to implement measures necessary fo maintain hydraudic control,
i.e., efiminating, or controlling to de minimus levels, the discharge of groundwater from the Chino Basin
to the Santa Ana River. This obligation was satisfied in large degree by the parlies’ coliective
commitment to and the Court's Orders, which contemplate and require specific steps towards expandad
production of desalted water. Under the December 2007 Orders of the Court, Watermaster is obliged
to make demonstrated progress towards the design, funding and schedule of timely implementation of
expanded desalter production.

The CDA is a Joint Powers Authority formed in 2002 to manage the production, treatment, and
distribution of highly treated potable water to-cities and water agencies throughout its service area. In
light of its purpose, CDA intend to construct, operate, and maintain the Project originally authorized by
Courls December 2007 Orders and the OBMP in June of 2000. CDA designs, constructed and
operates the Projects to accomplish not only sait management, but to aliow the Watermaster to meet its
obligations under Order No. R8-2005-0033. S S I L

The existing Project-and the Court ordered expansion will be impacted by the Contaminants emanating
from the Alrport and as @ result will require additiona! equipment and processes be made part of the
Project beyond whet is necessary fo perform ite besic design functions in order to remove the
Contaminants from the groundwater the Project was contemplated it would be removing salt from. The
Projects will have to remove the Contaminants in the water as we!! so as to be able to supply potabie
water as Is planned which meets ali state and federal raquirermnents for potability. Hence the existence
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of the Contaminants impeded the Projects and requires that the responsible party be made to mifigate
and/for remediate the contamination.

Should the existence of contaminafion reguire the response costs to be incurred anfor hinder or
otherwise curtall the environmental improvements and related actions as ordered the parties to the
Judgment would lose access to more than 400,000 acre-feet of groundwaler, whose use is expressly
conditioned upon construction of the expanded desalters. Watermaster would assume & corresponding
burden to import 400,000 acre-feet of water from other sources at a present value cost in excess of

8200 million and given current water availability issues in Southem California, this may be exiremely
difficult.

For all these reasons, Watermaster and CDA require that the respénéibie party be made to mitigate
and/or remediate the Conteminants in those areas. :

The existence of the Contaminants has not enly degraded the Basin, but poses an imminent and
substantial endangerment to health and the environment because the concentration of the
Contaminants is at such leveis that anyone ingesting said water without treatment, would be ingesiing
water at levels above those set by the Callforniz Department of Public Health as Maximum
Contalnment Levels for drinking water. There would also be a requirement to send specific notices to -
various persons because some levels substances existing in the area in question exceed California’s
Motice Level requirements. Further, they are subject of a cleanup and abated order issued by the

Regional Board in which the. Reglonal Board has determined the Contaminants are 2 nuisance and

ptherwise in violation of California Law.  As such the exisience of the Contaminahls presents an
imiminent and substantial endangerment to health or the environment. By this notice, Watermaster and -
CDA reguests that the EPA and/or State of California take stich enforcement action as is reguired.
Should EPA andlor State of California refuse to take such action a complaint will be filed in the United
States District Court for the Central District of California to enforce Iits rights under the Cifizen Suiis
provision of the Resources Canservation and Recovery Act, under the Comprehensive Environmental
Response, Compensation, and Liability Act (42 USC Chapter 103) as well as other claims, )

Vepyitruly v J

_

)
renids Hobh
wnstein Hyait Farber Schreck, LLP

. Santa Ana RWQUB — Gerald Thibeault
Region X Adminisirator _
Charles Hopping - Chair of the SWRCB
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SCOTT &, SLATER (State Bar No. 117317
MICHAREL T. FIFE {State Bar No. 203025)

AMY M. STEINFELD (State Bar No. 248175)
BROWNSTEIN EYATT FARBER SCHRECK, LLP
21 East Carrifle Btreef

Sawta Barbarg, CA 23101

Telephone No: (§05) 953-7060

Faesimile No: (B05) 9654333

Attorneys For
CHING BASIN WATERMASTER

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

CHING BASIN MUNICIPAL WATER Case No, ROV 51010

DISTRICT
: Tassipned for All Purgoses to the

Plainiife, ) Honorable J. MICHAEL GUNN]

Vs, Stipulation Addregsing Wonte Vista Water
District's Comnients s Response fo
CITY OF CHINO, ET AL. Watermactor's Svbmittals in  Satisfaction of
Conditions Subseguent Three and Four
Diefendant,

Heatlng Date: May 4, 2008
Time: 2:08 pm
Dept: RB

iT IS HEREBY STIPULATED by and between Watermmster and Monte Vista Water Dictrict
{“Monte Vista™) as follows:
o RECITALS A
A, WHEREAS, October 25, 2007, Watermaster filed a Motian for Approval of Peace Il Documents
Watermaster Motion®), which referenced a Preliminary Technica! Report in which mode) runs pradicted

smong other things, a substantial detline in safe yield may occur unless steps were faken to mitigate the

CRUSES,



B. WHESREAS. Walermaster, through: its counsel, has previously acknowledged its convern over
projected declines in Operating Safe Yield. .

C. WHEREAS, on Deeember 21, 2007 the Gourt lssued an Order approving the Peace Il Measures
and instructing Watermaster to procsed in accordance with its ferms, subject to the satisfaction of spacific
condifione subseguant.

0. WHEREAS, Watermaster flled timely submittals with the Court regarding s compliance with
Condifions Subsequent Three and Four, |

E. WHEREAS, on April 10, 2008, Monte Vista timely filed its comments © Watermaster's
comnpliance with Conditions Subsaguent Three and Four,

F. WHEREAS, Watermaster has represented to the parties o the Judgment and the Court in open
oourt and in previous filings that it will adtiress the dacline predicted by the model in safe yieid through a
comprehansive Recharge Master Planning effort that would consider measures that can mitigate any
deciines and offsst the effacts.

G WH EREAS, Seclion 8.1 of the Peace Il Agreement exbrassiy provides that the Recharge Mas;er
Plan must address, "how the Basin will be contemporaneously managed to secure and meaintain Hydraulic
Confrel and subsequently operated at a new equifibrium at the conclusion of the periad of recperation.

H. WHEREAS, Saction 8.3 of the Peace Ii Agreement expressly conditions the availabifity of “any
portion” of the 400,000 acre-feet upori Watermasters maintaining full compliance with its. éacharge
Master Planning efforts,

L WHEREAS, Condition Subsequent Number Eight of the Courf's Order approving the Peacs i
Measures further established fime regiiraments and mopporated the Special Referse recommentdafions

io clarify Watenmaster's abligations fo aggressively guard against declines in Operating Safe Yield.

NOW, THEREFORE, IT IS HERERY STIPULATED AND AGREED THAT:
1. Watermaster's Recharge Master Planning effort, which is now undenway, will fully and faitly
cansider each of the issues raised by Monts Vista in its comments an Conditions Subsequent Three and

Faur. Prior to s adoption of 2 final Recharge Master Plan jointly with the Infand Empire Utilities Agency

2



and submitial of the Hechaige Master Plan fo the Court for approval, and upon reguest by any parly,
Watarmaster will provide a falr welften sumimary fo the parlies of its rationale for the inclusion and rejection
of any actinon or recommendation,

2. No Parly to the Judgment, inciuding Monte Visia, shall be desmed to have waived any
objections or responses to ohjections ragerding: (2) the adequacy of any alement of the Recharge Mastar
Plan for any reason, insluding, but not fimited 1o, the issues raised in Monte Visia's c:amménts; and (b
access io the 400,000 acre-feat.

3. Pursuant to Specisl Refsree's recommendation, Watermaster shall include i its submittal In
compliance to Condition Subseguent Eight, a comprehensive analysls and explanation of how and
whether Watermaster will schedule redefermination of safe yield and caloulafe replenishment abligations,
In Hight of the model's predicted safe yield dedline over time, mitigation measures ressonably anticipated
under the Recharge Master Plan, the priorifies in unafivcated agrculfural poo! water and ather
considerations consistent with the Jurlgment as emended. To 2ssist in & detenmination of an appropriate
baseline condition, prior o July 1, 2008 Watermasier will compile credibie ini’onnaﬁon and complete a
reasonable range of analysis, Including a best case and worst case, reganding the quantity of water that is
unproduced by the Agriculiural Pool. Waiannaé'iéf will then apply the renge of projections of agrculiural
poot produciion against the predicted declines in Safe Yield. Using the precedures provided in the Peace
it Measures Watermasler will calculate the potential impatts on the Operafing Safe Yield and individual
_ pariies’ share thereof. n interim filings with the Court regarding the Recharge Master Plan, Watermaster
will adhere fo a commitment to provide a holisfic approach and the reguirement that the Final Recharge
Master Pian mu_ét address the issues described in this patsgraph, in the Specia! Refsres
Recommendations incorporated info the December 21, 2007 Order and in the Peace | Measures.

4,  Watermaster shall update the court within 2 reasonable period of time the further sotions o be
teken in complianca witlhh CEQA for the entire desalter expansion, increased groundwater purpping for the
desalters, hydrautic control and basin reoperstion activiles, antd the overall changes that are o procsed

under the auspices of the Pegce I order or as the Court may ofherwise onder,



5. Consistent with the nbligati_un of Watermaster to obtain Court approval of groundwater storage
agreemenis constituling a Storage and Recovery Agreement, Watermaster will request Court approval for
any changes lo any Storege and Recovery Agreemenis and address any contraciua! Inconsistencies
between @ proposed or amended Biorage and Recovery Agreement and the Peace | and Pesce Il
Measuras,

6. Mone Vista scknowiedges that under the terms of this Stipulation, the concems ralsed In fis
ﬁﬁn§ will be addressed, and §f therefore with:lfraws s comments end any rellef requested thersin,
pravided, Kowever, afl parties to the Judgment including Konte Viste resarve thelr rights, whatever they
may be, to request legsl or equitable relief to sddress Watermaster's complisnce with the Judgrﬁent. fhe
Ordérs of the Couwrt, Peace | and the Peace || measures. '

7. Any perly to the Judgment may seek the Court's review of compliancs with any nbiiéaﬁon sed

forth herein in response fo any Watermaster fillng related to the preparation and approval of the Recharge

tastar Flan.,

Dated: April Q Z » 2608 /?WSTEIN HYATT FARBER SCHRECK, LLP
. By Zeo

' A Aa—

Schtt 8. Slater

Michael T, Fife

Ay M. Steinfeid

Attorneys for Chino Basin Watermaster

Dated: Apri} o{&___ 2008 MONTE VISTA WATER DISTRICT

R G. Kidman
McCornick, Kidman & Behrens
Attomey for Monte Vista Water Diistrict
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CHINO BASIN WATERMASTER

8641 San Barmurdine Rosd, Rancho Cucsrmongs, Ca #1730
Tel! B0B.484.3688 | Fax: S09.484.3890 v, chwm,org

KENNETH R. MANNING

COhitef Executive Officer
STAFE REPORT
DATE: - Degember 11, 2008
Datember 16, 2008
Docsmber 18, 2008
TO: . Committes Members

Watermasier Board Members
SUBJECT:  Reallocation of Surplus Agriculiural Pool Water

SUMMARY

Issue;  Adoption of procstures regarding the re-sllocation of snrpius Agricuitural Pool water In
the event of a dedline in Safe Yield

Fiscal Impact:  No impact to the Watermaster budget

Background

Pursuan! to s stipulation with Mornte Vista Water District dated Aprif 25, 2008, Watarraster commiited
fo, " . . nclede in its submilttal In compliance-to Gondition Subsequent Elght, a comprahensive analysls
and explariaiion 6f how and whether Watermaster will , . . calculate replenishment obligations, in light of
the model's piedicted safe Vield dedline over time . . . " (Stipulation, paragraph 1.}

The Stipulation further required Watermaster to produce certain information regarding an expected future
range of Agriculiural Pool production priorTo Jdly 4, 2008, Watermaetsr produsced this information and at
the June 28, 2008 Appropriative Pool meetihg, tha Appmprzative Pouol dacided o convene &
subcormiiee to discuss the development of & pracedure to respond o his Information.

This subcommittes was formed and met, Al the August 6, 2008 meeling of this subcommittee, staff and
tepal counsel were asked lo put fogether information for consideration by the subcomrmities members. .
Staff and legal counsal were asked o memoriaiize o proposed resoluiion of the method of allosation of

water In the event of a reduclion in Safe Yield, and to create spreadshests that dosument the results of a
range of other methods,

43



Lb

" Reallocation of Surplus Agricuitural Pool Water T December 11, 2008

On September 8, 2008, Watermaster disirtbuted these materials 1o the subscommitize and requested
cormments. On Novembar 10, 2008, Mante Visia Waler District submitied semments on the proposed

policy. No sther party has submitied comments to date. Monte Vista's commants have been meorporated
Into the draft inciuded in the agenda package.

Proposed Procedure

The memorandum describes e provisions of the Peace Agreement, Peace | Agreament and the Rules .

and Regulations that create the need for the proposed procedure In light of a polential degiine in Safe
Yieid. ‘ .

The progedure e proposed in the memaorandum specifies that in the event that Operating Safe Yield is
reduved because of a reduction In Safe Yield, Watermaster will foltow the Judgment, Exhibit “H°, by first
apnlying the unaliozated Agricudtural Pool water to compenseate for the reduction in Safe Vield. I there iz
unallocated water lefl, Watermaster will then follow the remainder of the hierarchy according to the
guidance provided by Peace Agreement | & Il and the Rules and Regulations, as amended,

Recommendation - Adopt the procedures as descibed in the attached memorandum and instruct

aoinsel to Include a desoription of these provedures in the filing to be made in compliance with Condition
Subseguent Number 8.



Brownsteiri| Hyatt 4 Sge
i wiifornin Merger
Farber[Schreck it s fu

Memorandum
KMichael Fife
A05.882.1453 tel
B805.065.4333 fax
mifife@bhifs.com

DATE: December 4, 2008

TC: Appropriaiive Pool

FROWM: Michael Fife

Welermaster General Counsel
" RE: . Proposed Acaounting Procedurss re Potantial Desline i Safe Yield.
Background

At the August 6, 2008 Agricuitural Pool Realincalion Subcommittee maeting, a proposat was
made conaeming the manner in which Wetermaster should address the realiocation of surplus
Agricullural Pool water o account for a dedline in Bafe Yield, should such a decline happen,
Watermaster was requested o memorialize this proposal and fo produce spreadsheets showing
the numerieal consequences of & range of different allocation proposals,

Below Is our altempt 1o summarize the proposal driiculated at the August 8 mesling.

Proposal Description

Puratiant to its stipuialion with Monie Vista Wiater District dated April 25, 2008, Watermaster
cammitted to, *, , . include In ils submitial in compliance (o Cendition Subsequent Eight, a
comprehensive analysis and explanation of how and whether Walermaster wil . . . calouiate
replenishment obligations, In fight of the mode!'s predicted safe yield decline over time . .. "
{Stipulation, paragraph 1.)

Watermaster will include the foliowing explanation in lis submittal in compllance with Condliion
Subsequerit Nuwiber Eight:

Exhibit °H,” paragraph 10 sets out a hisfarchy for the allocation of unallocated Agricutiural Pool
water. This hierarchy specifies that such water will firat be Used to safisfy reducfions in Operating
Safe Yield {"O5Y™) fo compensale for any reduction in the Safe Yield ("SY*). Following thig, the

water will be used to salisfy conversion clalms. Following this, i will be used as a supplement to
O5Y. :

fimenstein Hyaft Barlier Schreek, LLY | bhikeo BO5.065,4 433 fiex

it
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Chino Basin W atermasier Board
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Paragraph 5.3(g) of the Peace Agreement requires that Walermaster approve an “Early Transfer”
of water I an amouni of “, . . not less than 32,800 per yesr. . . ." f Agricuftural Pool Production is
less than 80,000 acre-feet, so that there is mors than 52,800 acre-fest avaiiable, than
Waiermaster wilt only apply that amount to OSY § =i ind use conversions have been satisfied,
pursuant io Exhibit *H."

Paragraph 5.3(g) is somewhat amblguous about how the Early Transfer relates to the hlerarchy
described in Exhibit "H." Seclion 8.3 of the Rulgs and Regulalions was created (o spacify the
hlerarchy as between land use conversion and the Early Transfer. This section hed re-opaner
provisions and was reconsidered in the Peace H provess. This raconsideration resulted in a
revision to Watermaster Rules and Regulations section 6.3(c) and the addlfion of 2 section 6.3(d).
{See Watermaster Resolution 2007-05, Atachment °F {Discretionary Adlions to Amend
Watermaster Rules and Regulafions).)

Specifically, section 8.3 (6}, as amended, spaclies that when the actual combined production
frora the Safe Yield made svsliable to the Agriculiursl Pool, which includes overlyling agrcultural
pooal uses combined with land uge converstons and the Early Transfer, exceeds 82,800 in any
year, the emount of water avallable to members of the Appropriative Pool shall be redued pro
rata in proportian to the benefits receivad acoording to the following proceture:

(1) All the fand use conversions and the Early Transfer wilt be atided together, and shall
be the “Polantlal Aore-Feet Avallable for Reallocalion.”

{2) Each Appropriative ool member's share of the Polential Acre-Feet Avallable for
Realiccation shall be determined end expressed as a percentage share of the
Polential Acre-Feet Avaliable for Reallocation (f.e. 2 member's land use convarsion
pius ifs shara of the Early Transfer, divided by the tolal Potantial Acre-Feat Available
for Realigoation.)

{3} Each Appropriate Peol member's share of the Polential Awre-Feet Avallable for
Rea[loz;aiion shall then be reduced pro rata according to the percentage detenmined
In#2 above,

Even with the Peace |l ravislon, the Watermaster Ruies and Regulations did not specifically
addrase the way In which unaliocated Agriculiural Pool water will be allocated In the event of &
reduction in 8Y, which aiso reduces the OSY.

Absent additional guldance from the parties, in the event that OBY is reduced begause of 2
raduction in 8Y, Watermester wiil foliow the Judgment, Exhibit “i", by first applving the
unaliocated Agriculiural Pool water to compensate for the reduction in 8Y. 1f there is unallocated
water left, Watermaster will then foliow the remainder of the hierarchy aceording to the guidance
provided by Peace Agreement | & H and the Rules and Regulations, as amended. {Table 34,
aflached here, evidences how this aliocation will be caloulated based on maximum overlying
agricutural pool production at bulld-out of 11,000 acre-feat.)

8B 478767 v1:008350.0001
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CHINO BASIN WATERMASTER
Case No. RCV 51010
Chino Basin Municipal Water District v. The City of Chino

PROOF OF SERVICE

i declare that:

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

Lx /

On July 1, 2010 | served the following:

1) WATERMASTER COMPLIANCE WITH CONDITION SUBSEQUENT NUMBER EIGHT,;
PROPOSED ORDER SUBMITTED CONCURRENTLY

BY MAIL: in said cause, by placing a true copy thereof enclosed with postage thereon fully
prepaid, for delivery by Uinited States Postal Service mail at Rancho Cucamonga, California,
addresses as follows:

See attached service list: Mailing List 1

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

BY FACSIMILE: 1 transmitted said document by fax transmission from (909) 484-3890 to the fax
number(s) indicated. The transmission was reported as complete on the transmission report,
which was properly issued by the transmitting fax machine.

BY ELECTRONIC MAIL: [ transmitted notice of availability of electronic documents by electronic
transmission fo the email address indicaied. The transmission was reported as complete on the
transmission report, which was properly issued by the transmitting electronic mai device.

| declare under penaity of perjury under the laws of the State of California that the above is true and

correct,

Executed on July 1, 2010 in Rancho Cucamonga, California.

A%e‘kagad’r’a Perez
Chiné Basin Waterﬁ‘@)
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