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CHINO BASIN WATERMASTER

WATERMASTER BOARD MEETING
11:00 a.m. —- August 25, 2011
WITH
Mr. Ken Willis, Chair
Mr. Bob Kuhn, Vice-Chair
At The Offices Of
Chino Basin Watermaster
9641 San Bernardino Road
Rancho Cucamonga, CA 91730

AGENDA

CALL TO ORDER

PLEDGE OF ALLEGIANCE

AGENDA - ADDITIONS/REORDER

. CONSENT CALENDAR
Note: All matters listed under the Consent Calendar are considered to be routine and be no
separate discussion on these items prior to voting unless any members, staff, or the public

requests specific items be discussed and/or removed from the Consent Calendar for separate
action.

A. MINUTES
1.  Minutes of the Watermaster Board Meeting held July 28, 2011 (Page 1)

B. FINANCIAL REPORTS

Cash Disbursements for the month of June 2011 (Page 13}

Watermaster VISA Check Detail for the month of June 2011 (Page 25)

Combining Schedule for the Period July 1, 2010 through June 30, 2011 (Page 29)
Treasurer's Report of Financial Affairs for the Period June 1, 2011 through June 30, 2011
(Page 33)

5. Budget vs. Actual July 2010 through June 2011 (Page 37)

L=

C. WATER TRANSACTIONS
1. Consider Approval for Notice of Sale or Transfer — Fontana Water Company
(“Company”) has agreed to purchase from The Nicholson Trust annual production right in
the amount of 7.000 acre-feet to satisfy a portion of the Company’s anticipated Chino Basin
replenishment obligation for Fiscal Year 2010/2011. Date of Application: June 21, 2011,
Date of Notice: July 7, 2011 (Page 44)

D. SEMI-ANNUAL STATUS REPORT 2011-1 (Page 53)

It. BUSINESS ITEMS
A. RESOLUTION 11-05 RESOLUTION TO TAX DEFER MEMBER PAID CONTRIBUTIONS AND
RESOLUTION 11-06 RESOLUTION FOR PAYING AND REPORTING THE VALUE OF
EMPLOYER PAID MEMBER CONTRIBUTIONS



Agenda Watermaster Board Meeting August 25, 2011

Consider Approval for Resolution 11-05 to Tax Defer Member Paid Contributions and Consider
Approval for Resolution 11-06 for Paying and Reporting the Value of Employer Paid Member
Contributions (Page 63)

B. STORAGE AGREEMENT WITH INLAND EMPIRE UTILITIES AGENCY AND THREE

VALLEYS MUNICIPAL WATER DISTRICT

1) Authorize the CEO to Execute a Storage Agreement with inland Empire Utilities Agency
(IEUA) and Other Interested Parties for the Acquisition of Preemptive Replenishment Water
to Meet Upcoming Desalter Obligations, and

2) Request the Watermaster Board Waive the Thirty Day Notice Period (Watermaster Rules &
Regulations Section 10.10) and the Twenty-One Day Consideration Period (Watermaster
Rules & Regulations Section 10.11) for Applications for Local Storage Agreements to Store
Desalter Replenishment Water. This Request is sought With the Express Acknowledgment
That it Does Not Create Precedent for Future Applications (Page 69)

C. STATUS OF LOAN AGREEMENTS (FOR INFORMATION ONLY) - (Page 75)

lll. REPORTS/UPDATES
A. WATERMASTER GENERAL LEGAL COUNSEL REPORT
1. September 30, 2011 Hearing
2. Restated Judgment

B. CEOQ/STAFF REPORT
1. Recharge Update

IV. |INEORMATION
1. Cash Disbursements for July 2011 (Page 117)
2. Newspaper Articles (Page 131)

V. BOARD MEMBER COMMENTS
VI. OTHER BUSINESS
Vil. CONFIDENTIAL SESSION - POSSIBLE ACTION

Pursuant to Article 2.6 of the Watermaster Rules & Regulations, a Confidential Session may be held
during the Watermaster committee meeting for the purpose of discussion and possible action.

1. South Archibald Plume 2. Paragraph 31 Motion 3. Chino Airport Plume

Vill. EUTURE MEETINGS
Thursday, August 25, 2011 11:00 a.m. Watermaster Board Meeting @ CBWM
Thursday, September 8, 2011 9:.00a.m. Appropriative Pool Meeting @ CBWM
Thursday, September 8, 2011 11:00 a.m. Non-Agricultural Pool Conference Call Meeting
Thursday, September 8, 2011 1:00 p.m. Agricultural Pool Meeting @ CBWM
Thursday, September 15, 2011 8:00 a.m. IEUA Dry Year Yield Meeting @ CBWM
Thursday, September 15, 2011 9:00 a.m. Advisory Committee Meeting @ CBWM
Thursday, September 15, 2011 10:30 a.m. Land Subsidence Committee Meeting @ CBWM
Thursday, September 22, 2011 11:00 a.m. Watermaster Board Meeting @ CBWM
Friday, September 30, 2011 10:30 a.m. Watermaster Court Hearing @ Chino Court

(NOTE: Court date will possibly be rescheduled
to a later date)

Meeting Adjourn



CHINO BASIN WATERMASTER

. CONSENT CALENDAR

A. MINUTES

1. Watermaster Board Meeting held on July 28,
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Draft Minutes
CHINO BASIN WATERMASTER

WATERMASTER BOARD MEETING
July 28, 2011

The Watermaster Board Meeting was held at the offices of the Chino Basin Watermaster, 9641 San
Bernardino Road, Rancho Cucamonga, CA, on July 28, 2011 at 11:00 a.m.

WATERMASTER BOARD MEMBERS PRESENT

Ken Willis, Chair West End Consclidated Water Company
Bob Kuhn Three Valleys Municipal Water District
Steve Elie “Inland Empire Utilities Agency

Ken Jeske California Steel Industries

Paula Lantz City of Pomona

Tom Haughey City of Chino

Charles Field Western Municipal Water District
Geoffrey Vanden Heuvel Agricuttural Pool

Paul Hofer/Jeff Pierson 1% 8 minutes Agricultural Pool

Watermaster Staff Present

Desi Alvarez Chief Executive Officer

Danielle Maurizio Senior Engineer

Joe Joswiak Chief Financial Officer

Sherri Molino Recording Secretary

Watermaster Consultanis Present

Scott Slater Brownstein, Hyatt, Farber & Schreck
Mark Wildermuth Wildermuth Environmental, Inc.

Others Present Who Signed In

Marty Zvirbulis Cucamonga Valley Water District

Jo Lynne Russo-Pereyra Cucamonga Valley Water District
John Bosler Cucamonga Valley Water District
Mohamed EI-Amamy City of Ontario

Bob Gluck City of Ontario

Dave Crosley City of Chino

Ron Craig City o T Chino Hills

John Mura City of Chino Hilis

Ben Lewis Golden State Water Company

Tom Love Inland Empire Utilities Agency

Terry Catlin Inland Empire Utilities Agency

Craig Miller Inland Empire Utilities Agency

Chris Berch fnland Empire Ulilities Agency

Ryan Shaw inland Empire Utilities Agency

Robert Tock Jurupa Community Services District
Raul Garibay City of Pomona

Curtis Paxton Chino Desalter Authority

Bob Feenstra Agricultural Pool - Dairy

Pete Hall State of California, CIM

Jennifer Novak State of California, Dept. of Justice, CIM
Mark Kinsey Monte Vista Water District

Jack Safely Woestern Municipal Water District
Eunice Ulloa Chino Basin Water Conservation District
David De Jesus Three Valleys Municipal Water District
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Josh Swift Fontana Water Company

Seth Zielke Fontana Union Water Company

Sheri Rojo Consultant for Fontana Water Company
Dave Penrice Agua Capital Management

Jim Erickson Law Offices of Jimmy Gutierrez

Todd Robbins Sherleff/City of Pomona

Chair Willis called the Watermaster Board meeting to order at 11:01 a.m.

PLEDGE OF ALLEGIANCE

AGENDA - ADDITIONS/REORDER
There were no additions or deletions made to the agenda.

I. CONSENT CALENDAR
A. MINUTES :
1. Minutes of the Watermaster Board Meeting held May 26, 2011
2.  Minutes of the Watermaster Board Meeting held June 23, 2011

- B. FINANCIAL REPORTS

Cash Disbursements for the month of May 2011

Watermaster VISA Check Detail for the month of May 2011

Combining Schedule for the Pericd July 1, 2010 through May 31, 2011

Treasurer's Report of Financial Affairs for the Period May 1, 2011 through May 31, 2011
Budget vs. Actual July through May 2011

SR wh=

Motion by Field, second by Haughey, and by unanimous vote
Moved to approve Consent Calendar items A and B, as presented

. PUBLIC HEARING ON WATERMASTER 2011-2012 BUDGET
A. PROPOSED FISCAL YEAR 2011-2012 BUDGET

Chair Willis asked that a staff presentation be given on this item. Mr. Alvarez stated the item
hefore the Board today is the Watermaster 2011-2012 Budget for your consideration which is by
recommendation of the Advisory Committee in the amount of $8,780,187.00; that budget is less
than the current fiscal year's budget. Mr. Alvarez stated there was a lot of effort put into the
process this year in keeping the budget and cost of operations down. Mr. Alvarez stated the
Advisory Committee considered this item at their June 18, 2011 meeting and it was that
committee's recommendation, by a vote of 57 to 43, that this budget be approved. Mr. Alvarez
stated subsequent to that meeting, the Agricultural Pool submitted a request for reconsideration
of inclusion in the budget an item to cover their special counsel expenses. They have provided
justification for those numbers; an increase to the proposed budget of $84,000 which was
reviewed by the Advisory Committee meeting on July 21, 2011, although, no action was taken.
Mr. Alvarez stated staff recommendation from June remains the same and noted Mr. Joswiak is
going to give the latest budget presentation. Mr. Joswiak gave the Chino Basin Watermaster
FY 2011-2012 Proposed Budget presentation in detail.

Chair Willis stated this is the official opening of the Public Hearing at 11:22 a.m.

Chair Willis inquired if any Watermaster Board members had comments and/or guestions. No
comments were received. Chair Willis inquired if there were any public comments and/or
questions. Chair Willis acknowledged Ms. Jennifer Novak. Ms. Novak stated she is with the
California Department of Justice, representing the State of California’s water rights. Ms. Novak
offered comment on a slide in the presentation regarding the Brownstein legal expenses to
attend Agricultural Pool meetings and inquired if this was still the correct dollar amount. At a
recent Agricultural Pool meeting the committee voted in favor of consolidating meeting dates
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with the other two Pools; meaning the cost of Brownstein attending meetings should go down.
Ms. Novak requested clarification on this matter. Ms. Alvarez stated he can respond now or
wait until the Public Hearing has concluded its comments. Chair Willis stated it appears best to
provide information now while it is still fresh in peoples’ minds, and asked Mr. Alvarez to
respond. Mr. Alvarez stated at the time the budget was approved it did include separate legal
representation for the Pool meetings because they were on different days. Subsequent to that,
the consclidation of all of the Pool meetings to a one day meeting day will reduce the overall
expenses, however, the budget as presented reflects the numbers before the consolidation.
Mr. Alvarez stated those savings are approximately $16,000 in the aggregate between all three
Pools. Mr. Feenstra stated the members of the Agricultural Pool still believe that the $100,000
budget item, which was approved at its Pool meeting, will be included in this budget proposal
today. Mr. Feenstra stated it has been estimated by reviewing the costs in detail with legal
counsel that this dollar amount showld be less than the $100,000. However, the Agricultural
Pool is asking for the inclusion of the $100,000 for special counsel with regard to the Restated
Judgment. Mr. Kuhn inquired if the special counsel is reviewing the work as it is being prepared
or will review it after the work is complete. Mr. Feenstra stated it is his understanding from Dan
McKinney, who has worked on the Judgment and Peace Agreement in the past, that this is an
ongeing process in which he will be participating, attending meetings, and will be reviewing what
the finished product looks like. Mr. Kuhn inquired why Mr. McKinney would attend the meetings,
and if his input is needed. Mr. Feenstra stated the Pool feels there is a lot more involved than
what may be seen on the surface, and asked thai he be involved in the actual process. Counsel
Slater stated this is being directed by staff and counsel and there is a report item from legal
counsel on this matter. Counsel Slater stated staff is following a previously proved and
successful pathway of moving documents through the process to clear out issues in advance.
Counsel Slater stated by making this exercise collaborative, there is joint participation from all
stake holders as the product is being created, and QA/QC is done before it finds its way to you,
at which point there will be no opposition. Counsel Slater stated by using a process by which
teams of people will be assigned from diverse interests to review and cross check each other's
waork, then when the document comes through the process, there will be recommendations from
each of the sub-groups in addition to Watermaster counsels’. Counsel Slater stated it is his
opinion having participation from the Agricuitural Pool at that level will actually result in a far less
legal bill than if the product was produced by Watermaster, sent out, and then sent back and
forth for any needed changes. Counsel Slater stated in his opinion, if the process goes in
accordance with the goodwill that was demonstrated at the initial meeting which some of the
Board members attended, the best guess would be the expense will be a fraction of what the
budget range would otherwise be. Chair Willis asked for other public comments or questions.
Chair Willis stated with no further public comments, he is going to close the public comment
portion and noted this matter is now before the Watermaster Board.

Ms. Lantz stated this question is for Counsel Slater. Ms. Lantz stated she is going to assume
each of the Pools will have participants in the process that was just described and inquired if
they are going to be legal participants as well as Pool representatives. Counsel Slater stated
that is correct, and for the benefit of the Board, and in taking the Restated Judgment item out of
order, he would like to describe what is being done. Counsel Slater stated the origin of the
concern that was expressed by the parties was over the breadth of the assignment associated
with a Restated Judgment. Watermaster has collectively met with all of the stake holders,
management, Board members, council members, and their lawyers and described the following
process. First, Watermaster counsel will act as the scrivener for purposes of taking all of the
preexisting amendments to the Judgment that have already been approved, and all of the
changes that are pertinent pursuant to court order, and they would be copied onto an fip site.
We would allow people to review it, no blindsiding, so they would be able to see that the
changes were faithfully carried forward — that is assignment 1. Counsel Slater stated there
appeared to be no opposition to the ability to cross check and in that way, there is not really a
meeting burden that Mr. McKinney or any other counsel will be assuming beycnd a meeting or a
conference call to review the action of the scrivener. I's not going fo be an active negotiation at
level 1. The second item that was agreed to was to acknowledge the fact that some of the
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nomenclature in the Judgment, some of the materials, the court orders, which are all arcane
and are difficult to locate without cross references. What was proposed, and what we think the
court is looking for, is something more than the scriveners exercise of trying to carry forward all
the amendments, to create an annotated version of the Judgment. A version that sits before a
party, so that one could read a provision in the Judgment and it would have a citation to all other
pertinent provisions related to that section, so that the parties could see that section and clearly
see there might be several other applicable provisions that need fo be read in order to fully
understand. There is a consensus that this needs to be accemplished and that is a great benefit
to everyone. The process that was proposed to do that version was to remove the confrontation
from the room and to establish teams to huddie around various provisions, equitably assign the
work across the full spectrum of the stake holders, and allow them to collaborate and then make
a recommendation on each segment of the Judgment. Effectively receiving party QA/QC before
it comes to the Watermaster Board, this is the second phase. Counsel Slater siated in that
segment, the participation from all of the lawyers and principals is welcome. Counsel Slater
stated he believes this is what Mr. McKinney's budget reflects, not so much the first segment
but the second segment, which is what we believe what the court is looking towards, and of
which we believe there will be fair participation across the board. Ms. Laniz stated that answers
her question about the process. However, at some point, possibly in the second phase, there

will be legal participation by all the Pools in some way, and inquired if that is allocated in the
other Pool's budgets. Counsel Slater stated this illustrates and is represeniative of an
agreement that the Agriculturat Pool has with the Appropriators with regard to the recovery of
their legal fees. The Appropriators have the ability to collectively come together and hire a
single a lawyer to represent their interest, if they choose to, or as customary in past practice
suggests that the interest amaong the Appropriators are so divergent that each entity prefers to
hire its own counsel. Each agency will make a decision dependent on their interest, in a specific
segment of the restatement, and each entity will fund at their own level of interest. Ms. Lantz
stated, as looking at it by the hours broken down by the Agricultural Pool, they are proposing
close to two hundred and filty hours worth of legal work regarding this matter which seems
dramatically excessive even though their needs are understood. Ms. Lantz inquired if there is
some guess estimate for billable hours that would be expected or reasonable for the kind of
process they are looking at  Counsel Slater stated he has had conversations with
Mr. McKinney, who is the appointed special counsel for the Agricuitural Poot and was one of the
lawyers who was instrumental in the original Peace Agreement, and in his and other opinions he
competently represented the Agricultural Pool through the Peace process. Counsel Slater
stated Mr. McKinney has a good understanding of the dynamics and is competent counsel and
he came up with good recommendations and, with that history, it is his belief the costs will be
less. Counsel Slater stated Mr. McKinney took into account the process may not go as
smoothly as hoped and therefore left open a budgeted amount to cover what could happen; this
is all dependent on the participants. Counse! Slater stated he has not reviewed his work plan
but he knows that Dan is a competent lawyer. Ms. Lantz inquired as to who actually pays for the
Agricultural Pool legal expenses. Counsel Slater stated the representation is that the
Agricultural Pool made an agreement with the Watermaster Appropriative Pool with regard to
the coverage of Watermaster expenses that would be incurred by the Pool, and that their
expectation is that coverage of expenses includes reasonable legal expenses. There has
aiways been discussions on the reasonableness of expenses and the budget, but the
Agricultural Pool is putting forth their legal expense as a quick pro quo for value previously
given, and saying we made a bargain with you and you agreed to cover these legal expenses.

Mr. Elie inquired about the $250,000+ figure that was shown for the Agricultural Pool in
Watermaster's presentation and inquired if that figure includes non-Brownstein legal fees.
Mr. Joswiak stated the $258,000 includes the Brownstein fees for attending meetings; however,
it does not show Agricultural Pool legal fees. Mr. Elie stated then the only legal fees included
are for Brownstein. Mr. Alvarez stated no, the $258,000 includes their general legal fees which
are $118,000. Mr. Elie inquired if general legal counsel submitted a budget for that or is that just
a number. Mr. Alvarez stated that is a number based on last year's expenditure projection.
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Mr. Elie inquired if there is a budget. Mr. Alvarez stated there is not a detailed breakdown like
was provided for the special counsel.

Mr. Kuhn stated he was more confused after attending the workshop. Mr. Kuhn stated he
remembers it being stated that Brownstein was rewriting to put errors back in and make it as it
stood in the original concept with all the errors included. Counsel Slater stated no. Mr. Kuhn
stated counsel just clarified it is not being rewritten and now there is even more confusion; what
are we really doing? Counsel Slater reiterated the entire process that was described for
Ms. Lantz’s questions. Counsel Slater stated what is being done are two things — we are doing
the first thing because we know we can do it, and we hope to accomplish the second. The first
is, we want to have a perfect widely accepted Restated Judgment and then we want to come up
with an annotated Judgment which would be useful for the court, which the court desires, and
for everyone who has asked for it. Mr. Kuhn stated he was originally not in sympathy with the
$100,000; haowever, after attending the workshop and hearing the detalls; he is now in complete
sympathy of the $100,000.

Mr. Elie inquired as to being tied to one or the other, or is there something else the Board can
do since this is a Public Hearing in determining whether zero is allocated to the Restated
Judgment, or $100,000, or something in between. Mr. Alvarez stated it is basically up to your
discretion. Counsel Slater stated the matter comes to this Board with a recommendation from
the Advisory Committee, so you are required pursuant to the Judgment to explain your decisicn
so that there be a basis for your decision, this is not a mandated action and you may do what
you wish, but you must explain and report the rationale for your decision.

Mr. Bowcock inquired if that is the only requirement. Counsel Slater stated it is not a mandated
action and you have discretion; however, this Board must articulate the reasons for its decision
prior to making the decision, or in connection with the motion. Mr. Bowcock stated as a minority
Pool representative, he is not going to interfere in any other Pool's budgeting process; that is
their process and how they present it and how it gets paid for is a different set of circumstances.
We asked them fo budget it and they budgeted it and it is their business how they do it
Mr. Bowcock stated he is not a fan of last minute budget ultimatums and this thing has gone on
for the last six weeks. Mr. Bowcock inquired if there are all these cash strapped agencies out
there, can we kick the can here, and inquired what's the affect of doing that - we have all heard
the rumblings about Peace lll, and if we are going to go into Peace lll, why should any of us pay
for any other of us fo draw up battle plans? Our Pool has not budgeted for any participation and
so for us to be asked to go through this exercise is going to cost our Pool additional time and
resources. Mr. Bowcock stated he heard specifically that the Appropriative Pool has not
budgeted any special money for legal counsel to do anything and they indicated they may
participate on an individual level; that sounds like Peace Ill. Mr. Bawcock stated do we just kick
the can and save not only the $84,000 from the Agricultural Pool but possibly the $84,000 from
Watermaster. Chair Willis asked for a staff response. Counsel Slater stated the question of
whether to go forward is a policy question and the judge has asked for it; the judge has said it's
complicated and it's voluminous. If the position was that you wish to tell the judge you want to
wait and you want to defer it for financial reasons, that could be a pesition you could take;
however, as your counsel, | would ask that you consider the following: if you stick to the
directive that you are not going to renegotiate and that you are going to annotate and act
scholarly and you can find a process to do that, when we get the legal counsel pertion, you can
confine the discussion and thereby control the legal fees that will be expended. Counsel Slater
stated you have things that come in front a judge and as a lawyer | am sympathetic to this judge
and the motions that are made. The context in which he must issue a decision can be improved
by having a document which is user friendly and more likely to get the right result. You have the
ability to limit scope, and | think the judge has asked for it and he asked for it by a date and we
have extended the date, and now we are going to make a further report; the intention was to
give him the actual Restated Judgment with the promise on the annotation to follow and to
accomplish this in September.
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Chair Willis stated Mr. Geoffrey Vanden Heuvel has some comments. Mr. Vanden Heuvel
stated the decision to proceed on the Restated Judgment was made by the Board, as Counsel
Slater just stated, and it has been included in the budget. It is important to note that this
Judgment has served us all very well for 35 years, although some things can be not understood
fully. Mr. Vanden Heuvel stated he wanis to take a moment to explain about the unique and
hugely beneficial position that the Chino Basin Judgment exists under. Mr. Vanden Heuvel
offered comment on a friend in the Barstow area, which is now an adjudicated basin. This friend
has been able to market some of his extra water for hundreds of thousands of dollars over that
few years when water has been really tight. Mr. Vanden Heuvel stated he also owns some
water in the Palos Verdes and Blythe areas, and he has also been able to market scme of his
water collectively with the other farmers for very nice returns. Mr. Vanden Heuvel stated when
the Chino Basin Judgment was negotiated in the 1970’s the decision was made that individual
agricultural farmers would not be given rights fo this water, that the farmers would own this
water collectively and no one could personally profit from marketing this water; that was a huge
concession. Mr. Vanden Heuvel stated in my colleague Paul Hofer's family there is history that
goes back generations, and they would have been entitied under a Mojave-type Judgment fo
huge amounts of water that they would have had a right to, and they gave that up because what
the farmers wanted was the ahility to make a living farming, not marketing water. Mr. Vanden
Heuvel stated hardwired into the ariginal Judgment was a transfer mechanism to transfer water
from the agriculturai users to the appropriative users, where all that water agencies and cities do
is pump water and sell it for revenue for their agencies. Mr. Vanden Heuvel stated there was a
efficient mechanism fo do that and there was also a provision that there would be a five year
rolling because we did not know in the 70's what was going to happen in the future, so
agricultural held its water. it's a five year rolling average and not just every-year movement.
Mr. Vanden Heuvel stated as part of the Peace Agreement negotiations there was an
acceleration of moving water from agricultural uses to appropriative uses and, negotiated as
part of the Peace Agreement in 2000, was a provision that said during the term of this
agreement which is a thirty year agreement that all assessments and expenses of the
Agricultural Pool including those of the Agricultural Pool Committee shall be paid by the
Appropriative Pool. This includes but is not limited to OBMP assessmenis, assessments
pursuant to all paragraphs and these citations — both general administrative expenses and
special project expenses. Mr. Vanden Heuvel stated the other thing that is important to
remember is on page 50 of the Peace Agreement, is the independent right to extend this
agreement. Mr. Vanden Heuvel stated it reads, “The term of this agreement may be extended
for a period of an additional thirty years upon the unilateral election of either the Appraopriative or
Agricultural Pool” — meaning that this deal that was done in 2000 was meant to be a permanent
deal because it is extendable out for sixty years. Mr. Vanden Heuvel stated we will talk later
about some water that MWD has available that we are going to try and find money fo buy; $409
is what MWD is going to charge, $2 to Orange County Water District for a tolling charge to use
their valve, and $11 or $13 to IEUA - this Restated Judgment is hugely important to the
Agricultural Pool. Mr. Vanden Heuvel stated there are still farmers in this area that still depend
on this water for operations, and what is in these documenis is exiremely important.
Mr. Vanden Heuve! stated chairman Feenstra brought in Dan McKinney, the best attorney
offered to the Watermaster for this project, and head Counsel Slater validated that. There is a
budget number which is $84,000, plus a $9,000 legal contingency, which amounts to about $1
an acre-foot or less, which is less than half of what Orange County is going to charge just to
open the valve. Mr. Vanden Heuvel stated this is a relatively modest investment and is
extremely important to the Agricuitural Pool. Mr. Vanden Heuvel inquired about what the
purpose of the budget is; the purpose is to look at what money is going to be spent for the next
year so encugh can be raised through assessments to have enough money fo operate.
Mr. Vanden Heuvel stated the Agricultural Pool was presented with the reality that Watermaster
was moving ahead on a Restated Judgment, and the Pool looked at that reality and developed
the staff support intemally so that the Pool could be a constructive member of that Itf's
absolutely a legitimate expense, there shouldn't be any question about it, and it seems only
prudent to budget for what looks like a legitimate expense. Mr. Vanden Heuvel stated with all

P6



Minutes Watermaster Board Meeting July 28, 2011

that being said, | am making a motion that the $93,000 be added to the Watermaster budget,
and then to approve the rest of the budge as is.

Mr. Kuhn stated then the moiion is to approve the budget with the additional $93,000 added into
it. Mr. Vanden Heuvel stated yes.

Chair Willis asked if that was clear to everyone. Mr. Bowcock stated $100,000, not $94,000
right? Mr. Vanden Heuvel stated $93,000 which is the 384,000 plus the $9,000 of the
contingency.

Chair Willis stated there is a motion and asked for a second. Mr. Field seconded the motion.
Chair Willis called for any questions.

Mr. Elie stated a discussion is needed. Mr. Elie stated he has the utmost respect for Mr. Vanden
Heuvel, but he is looking at the issue from a different perspective. Mr. Elie stated that he
represents the public and the public is the one wha is going to be paying for this. Mr. Elie stated
he is also a practicing lawyer who submits budgets, and he is not one to have budgets nitpicked
and cut to the bone etc., but this has to be looked at realistically and everything needs to be
taken into account. Mr. Elie stated It basically comes out to a penny per thousand for this legal
budget for the extra assessment, and my opinion is that the number should be a little bit lower,
and that we should all respect the budgeting process that all the public agencies are a part of.
Mr. Elie stated 250 hours is a significant amount of time on a single project, especially in light of
the way counsei has described it, and we have also heard from Mr. Alvarez that approximately
$16,000 in total will be saved in all the Pools. Mr. Elie stated what he is suggesting is that he
would prefer that the number be lower to take that into account. Mr. Elie stated he prefers that
the number be lowered to recognize the burden it is, and all parties have to work in good faith,
and that the burden is being put on the Appropriators. Mr. Elie stated he doesn't have a specific
number in mind other than $16,000 less. Mr. Elie stated he is not in favor of the motion as it is
presently presented. Chair Willis acknowledged Mr. Field. Mr. Field stated there are a lot of
positions here. Mr. Field stated he has a real concern about not responding in good faith to a
judge’s request, as the judge’s role in this has been essentially prefty collegial with this group.
Mr. Field stated he thinks it is vitally important to maintain that relationship with whatever judge
gets assigned to this process. As we know, judges get sick, retire, or whatever, and as a new
judge is appointed we have a new educational process. Mr. Field stated the process of
obtaining the Restated Judgment as requested is extremely important to maintain
Watermaster's relationship with the court. Mr. Field questioned, in terms of it being done, are all
of these budgetary allocations correct? Mr. Field stated is not confirmed that these people must
expend them. Mr. Field stated that he has known Mr. McKinney a long time, he has also known
Mr. Stater for quite some time, and he doesn’t view either of them as people who overbill for the
work done. Mr. Field stated that he doesn’t think there is a serious problem with that respect,
and urged that Watermaster proceed with the mation at its set present posture.

Mr. Haughey stated he believes the Restated Judgment is very important, and doesn't think
giving $93,000 and a check book for expenses that are possible or not is a good idea.
Mr. Haughey stated he agrees with Mr. Elie that a lesser number, or having the Agricultural Pool
come back to the Appropriators for more additional funding at a later date, would be better,

Mr. Elie stated judges don’t have to spend the money, but whatever the number is, the
Appropriators will have to pay it as an assessment if its budgeted. Mr. Bowcock stated that we
are in a budget process, and it is something we are doing pre-a-fact. Mr. Bowcock stated that if
he was in the Agricultural Pool he would spend the money and leave them the bills because he
believes that is what they are entitled to do. Mr. Bowcock stated that he thinks it's the wrong way
to go about it, but also stated that the Agricultural Poo! is entitled to spend what they deem
necessary to spend as a prudent minority body of this larger group. Mr. Bowcock stated if they
spend it without a budget, Watermaster will just be back here amending the budget, and stated
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he doesn't think that's prudent. Mr. Bowcock stated that he would rather ses them come in
under the $93,000 — that is where he is at on the budgeting process.

Mr. Vanden Heuvel stated he appreciates the comments Mr. Haughey and Mr. Elie have made
but, whether it is an advantage or disadvantage, the Agricultural Pool membership has been
pretty constant for quite a few years, and has memories of spending rmoney that wasn't
budgeted, needing to come back to the Appropriative Peol and getting absolutely stonewalled,
having to actually file legal papers to take this thing to the court, and then the Appropriators
finally relenting on approximately $20,000. Mr. Vanden Heuvel stated that it is burned into the
memaory of the Agricultural Pool, so the lesson learned from that, now that we are in the budget
process, is the Ag Pool is not going to be in that position that we are coming back asking for
more money. Mr. Vanden Heuvel stated he doesn’t think there is any doubt that as long as it is
a legitimate expense, and it can be demonstrated that it is legitimate, the obligation there is that
the Appropriative Pool is to pay these bills, and the budget is to make sure there are sufficient
assessmenis to cover that. Mr. Vanden Heuvel stated whatever is not spent, of course, gets
rolled over to the next year, and starts as a fund balance and gets taken into account in the next
budgeting process; it's not like the money is lost. Mr. Vanden Heuvel stated he appreciates the
concern that the tax payers are not wasting any money, but this is a very important matter to the
Agricultural Pool, and so would urge a yes vote.

Ms. Lantz inquired that the estimates received, given the explanation of our counsel about the
process that is envisioned, were they received because they were not fully understanding of that
process? Ms Lantz further inquired can the amount be reduced as Mr. Elie has implied, given
the way the process is to take place, the budgeting for court appearances and the various
meetings and so forth, if those don't take place, is there any way you can reduce it given the
explanations we have heard?

Mr. Vanden Heuvel stated $16,000 could be cut out of Brownstein's budget for meeting
attendance, and stated that things need to be kept in perspective. Mr. Vanden Heuvel stated we
are talking about producing 114,000 acre-feet of water in the next year, and whatever budget
number we come up with gets divided by that production number and we are literally talking
about pennies. Mr. Vanden Heuvel stated we are talking about less than a dollar per acre-fcot
of difference. Mr. Vanden Heuvel stated what is difficult for him to understand is we are going
to pump about 33,000 acre-feet in the Agricultural Pool, we have 82,880 of right, we are going
to transfer 49,000 acre-feet of water to the Appropriative Pool, and the only thing you have to do
is pay our Watermaster expenses. Mr. Vanden Heuvel stated you are going o pay willingly, or
unwillingly, $400 or $500 to MWD, maybe even $600 or $700 an acre-foot for replenishment
water — but we get a little irrfitated when we get nickel and dimed. Mr. Vanden Heuvel stated you
are getling the Agricultural Pool water for $55 and normally we charge $54 but we've got a big
project coming up that’s important to us and we need this money, and we think this is legitimate.
Mr. Vanden Heuvel stated with all due respect we need to close this budget off and move on my
motion as stated for 393,000, and | appreciate everyone’s support.

Chair Willis stated we are talking about a $93,000 request, which the Agricultural Pool has
worked pretly hard to justify. We have a $6.7M hudget; however, we seem fo be uncertain,
there are those who would like to reduce the $93,000 but have not given us a number that they
can justify, or any number for that matter. Chair Willis stated the Agricultural Pool has been
working hard to justify their request, and he, for one, plans to vote for it. Chair Willis stated with
that he believes there has been plenty of discussion, and stated let's go ahead and arrange a
vote and cailed for the question. Chair Willis asked for a raise of the right hand and counted the
vote; the vote is 3 no to 6 yes — the budget passes with an additional $93,000.00.

Mr. Elie inquired if it is needed to give the basis for the $93.000. Counsel Slater stated that it

would be to record the acfion on the basis of those parties who spoke in favor of the motion,
and to record those and include those in the minutes as the stated reasons; however, if the wish
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is to go on and actually articulate the reason, it will be taken as well. The intention would be to
use the minutes as to what occurred.

Mr. Kuhn stated he has stated his objection to the motion but weuld be more than happy to
change his vote to a yes vote if it helps the cause in court. Mr. Kuhn stated he would ask for a
unanimous vote once it is known what it's geing to be — does that help our position. Counsel
Slater stated that is a matter of policy, and stated it's not essential for the court; an action of the
Board is an action of the Board. Mr. Kuhn stated his vote stands and is not voting no against
the budget, but still does not have an understanding for the $93.000.

Counsel Slater stated what he intends to do is ariiculate the Board’s rationale and findings
related to the approval of the motion as made by those Board members who spoke in favor of
the motion; those will be prepared and included in the minutes, and notice of the action is in the
distribution of the minutes related to the action. Counsel Slater stated if it is your wish to go on
the record now and articulate that, your comments will be taken but the proposition is to save
you time in doing it the other way. Chair Willis stated the votes are recorded and the testimony
given during the course of the hearing shall be recorded as recommended by legal counsel.

Chair Willis officially closed the Public Hearing at 12:15 p.m.

Moticn by Vanden Heuvel, second by Field, and by a majority vote. 8 Yes (Willis, Bowcock,
Vanden Heuvel, Hofer, Lantz, and Field) to 3 No (Haughey, Elie, and Kuhn)
Moved fo approve the Watermaster FY 2011-2012 Budget including increasing the
amount by $93,000 for the Agricultural Pool’'s Special Counsel to perform work on
the Watermaster Restated Judgment and to use the July 28, 2011 minutes as
verification of this additional monies being added to the presented Budget, as
presented

lll. BUSINESS ITEMS

A.

ACQUISITION OF RIGHT OF ENTRY AGREEMENT FOR HORIZONTAL EXTENSOMETER

Mr. Alvarez stated this is a Right of Entry Agreement that is being presented today for your
approval and authorization for Watermaster to enter into the agreement. The purpose of the
agreement is to obtain access to a property for the installation of a horizontal extensometer
which will be to collect data as part of the study that is being done in conjunction with looking at
land subsidence in the MZ1 area. Mr. Alvarez stated at that site there will be controlled aquifer
tests which will induce some drawdown and will provide valuable data on setflement as part of
this comprehensive study. Mr. Alvarez stated the agreement is for a period of 21 months and
there is a fee of $1,000, which will to go the property owner associated with the agreement.

Mr. Alvarez stated staff recommends approval of the agreement, including the fee to the land
OWNer.

Motion by Bowcock, second by Haughey, and by a unanimous vote

Moved to approve the Right of Entry Agreement for the horizontal extensomeler, as
presented

AGREEMENT TO PROVIDE LOAN BETWEEN CHINO BASIN WATERMASTER AND CHINO
BASIN WATER CONSERVATION DISTRICT - {Information ltem Only)

Mr. Alvarez stated this is an informational item to update the parties on the status of obtaining
financing for purchase of the replenishment water. Mr. Alvarez stated the Chino Basin Water
Conservation District (CBWCD) has been one of the parties interested in assisting Watermaster
in financing the purchase of that water. Mr. Alvarez stated on July 11, 2011 the CBWCD board
of directors approved an agreement to loan Watermaster up to $5M for purchase of the water.
Mr. Alvarez stated the terms of the agreement would be for CBWCD fo carry the interest rate of
LAIF plus 1 1/2%, , that interest would be paid monthly to CBWCD and then the principle would
be due and payable in January 2015, which will be when all of that water has been called for
and assessments would have taken place. Mr. Alvarez stated the CBWCD also requested that
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Watermaster counsel provide an opinion that it could enter into such an agreement, and that
has been developed and is available. Mr. Alvarez stated in addition to the legal opinion,
CBWCD has the condition that it would also be taken to the court to recognize that Watermaster
has entered into such an agreement and also recognizes that Watermaster has an cbligation to
prepare assessments to prepay that loan. Mr. Alvarez stated this agreement has recently been
completed and was presented to the Advisory Committee ai their meeting last week. That
Committee discussed the agreement and requested it be put back through the Watermaster
process for further review. Mr. Alvarez stated the reason it had not gone through the Pool
process is because of the timing of the Pool meeting. Mr. Love offered comment on Infand
Empire Utilities Agency (IEUA) providing a loan to Watermaster for a portion of the needed
financing, and noted time is of the essence on getting the loan started as well as how much is
needed in order for IEUA to begin the proper paperwork. A discussion regarding financing, the
quantity of water, and storage agreements ensued. Mr. Alvarez stated to-date MWD member
agencies have not had storage agreements so this would be precedent setting. Counsel Slater
stated that no one can store water in the basin without a Storage Agreement with Watermaster.
A lengthy discussion regarding storage agreements, precedent issues, and financing ensued.
Counsel Slater stated there are notice issues, and in counsels’ opinion a Storage Agreement is
needed. Mr. Alvarez stated getting together a Storage Agreement will not take that long to
accomplish.

UPDATE OF CHINO BASIN GROUNDWATER MODEL - {Infermation ltem Only)
It was noted this presentation will be given at the next Watermaster Board meeting.

IV. REPORTS/UPDATES

A. WATERMASTER GENERAL LEGAL COUNSEL REPORT

1.

Paragraoh 31 Appeal
. Counsel Slater stated the Appropriative Pool has filed their responsive pleadings and there
have been no results of settlement to report. Counsel Slater stated he received a request
from counsel for an extension of time from the Overlying Non-Agricultural Pool due to a
vacation, and they would also like an exiension of time to file their responsive pleadings.
Watermaster has no opposition or concern regarding this extension. Chair Willis stated
Watermaster recognizes the need for taking a vacation and there is no objection to that
request.

2. Restated Watermaster Judgment

Counsel Stater stated that a workshop was held and the materials are on the Watermaster
ftp site for all to review. Counsel Slater stated the workshop weni well and was very well

attended and it is still anticipated to have this ready to present to the court on September
30, 2011.

3. September 30, 2011 Hearing

Counsel Slater stated there is a hearing scheduled for September 30, 2011 at 10:30 am.,
and the main subject will be to consider the CDA issues and the Restated Judgment issue.
Counsel Fife stated with the discussions that have taken place over the loan agreement,
one of the conditions in that agreement that Watermaster gets court approval.

4. Analysis of Brown Act Applicability

Counsel Slater stated Ms. Lantz asked for an atticulation on why Watermaster is not subject
to the Brown Act to be presented at a future meeting. Counsel Slater stated a memo has
been prepared with this regard. Counsel Slater stated, even though counsel has made the
case of why Watermaster is not subject to the Brown act, Watermaster, as a matter of
policy, attempis to comply with the Brown Act and other rules of order. Counsel Slater
stated even though the Watermaster, by law, is not required to comply with the Brown Act,
an effort is made to fry and comply with Brown Act procedures.
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Mr. Hofer offered comment regarding Mr. Vanden Heuvel and himself who sits on the Chino
Basin Water Conservation District’s board, and noted he was advised by their counsel that it
would be prudent for them to abstain from voting on the item regarding the loan between
Watermaster and CBWCD. Mr. Elie stated he will also abstain when the loan between
Watermaster and IEUA comes before this Board. Counsel Slater commented on the Rules
& Regulations section regarding Conflict of Interest. A brief discussion regarding this matter
ensued.

B. ENGINEERING REPORT

1.

Progress Report on the State of the Basin Report

Mr. Wildermuth stated Wildermuth Environmental has been working really hard to get the
State of the Basin report done and it will posted next week on the Wildermuth and
Watermaster ftp sites. A limited run will be done on the actual report. Mr. Wildermuth
stated next month reports will be given on the State of the Basin report and the
Groundwater Modeling work.

C. CEO/STAFF REPORT

1.

Recharge Update

Mr. Alvarez stated to date 15,600 acre-feet of water has been recharged of the purchased
replenishment water; this represents approximately 80% of the estimated amount of 50,000
acre-feet goal. Mr. Alvarez stated with this amount it appears we will not meet the goal
unless recharge can be made up.

85/15 Rule Review
Mr. Alvarez stated this item was on the agenda from a request from the Appropriative Pocl
members and it will be brought back with a detailed presentation in September.

Water Activity Report Update

Mr. Alvarez stated Watermaster staff is in the process of preparing the Water Activity
Reports (WAR) which will go out shortly. Mr. Alvarez stated this will begin the next step
towards the Assessments process. Mr. Alvarez stated those reports are due back to
Watermaster as quickly as the parties can get them back; this will speed up the process
and allow the Assessment Package to be developed in a timely manner.

V. INFORMATION

1.

Cash Disbursements for June 2011

No comment was made regarding this item.

2. Newspaper Articles
No comment was made regarding this item.
Vi, COMMITTEE MEMBER COMMENTS

No comment was made regarding this item.

Vil. OTHER BUSINESS

No comment was made regarding this item.

The regular open Watermaster Board meeting was convened to hold its confidential session at 12:42 p.m.
It was noted the Watermaster Board took a 10 minute break before beginning the confidential session.

VIIl. CONFIDENTIAL SESSION - POSSIBLE ACTION

Pursuant to Article 2.6 of the Watermaster Rules & Reguiations, a Confidential Session may be held
during the Watermaster committee meeting for the purpose of discussion and possible action.

1.
3.

South Archibald Plume 2. Paragraph 31 Motion 3. Perchlorate Contamination
Chino Airport Plume
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A short second break was taken at 1:36 p.m.
The confidential session concluded at 2:40 p.m.
There was no reportable action from the confidential session.

IX. FUTURE MEETINGS

Tuesday, July 26, 2011 9:00 a.m. GRCC Meeting @ CBWM

Thursday, July 28, 2011 11:00 am. Watermaster Public Hearing @ CBWM
Thursday, July 28, 2011 11:00 a.m. Watermaster Board Meeting @ CBWM
Thursday, August 11, 2011 9:00 a.m. Appropriative Pool Meeting @ CBWM
Thursday, August 11, 2011 11:00 a.m. Non-Agricultural Poal Conference Call Meeting
Thursday, August 11, 2011 1:00 p.m. Agricultural Pool Meeting @ CBWM

Thursday, August 18, 2011 8:00 a.m. IEUA Dry Year Yield Meeting @ CBWM
Thursday, August 18, 2011 9:00 a.m. Advisory Committee Meeting @ CBWM
Thursday, August 18, 2011 10:30 a.m. Land Subsidence Committee Mesting @ CBWM
Thursday, August 25, 2011 11:00 a.m. Whatermaster Board Meeting @ CBWM

The Watermaster Board meetfing was dismissed by Chair Willis at 2:41 p.m.

Secretary:

Minutes Approved:
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CHINO BASIN WATERMASTER

. CONSENT CALENDAR

B. FINANCIAL REPORTS

1. Cash Disbursements for the month of June 2011
Watermaster VISA Check Detail for the month of
June 2011

3. Combining Schedule for the Period July 1, 2011
through June 30, 2011

4. Treasurer’s Report of Financial Affairs for the Period
June 1, 2011 through June 30, 2011

5. Budget vs. Actual July 2010 through June 2011




CHINO BASIN WATERMASTER

9641 San Bemardino Road, Rancho Cucamonga, Ca 91730
Tel: 909.484.3888 Fax: 909.484.3890 www.chwm.org

DESI ALVAREZ, PE
Chief Executive Officer

STAFF REPORT

DATE: August 25, 2011
TO: Watermaster Board Members

SUBJECT: Cash Disbursement Report — Financial Report B1

SUMMARY
Issue — Record of cash disbursements for the month of June 2011.

Recommendation — Staff recommends the Cash Disbursements for June 2011 be received and
filed as presented.

Fiscal Impact — Funds disbursed were included in the FY 2010-2011 Watermaster Budget.

BACKGROUND

A monthly cash disbursement report is provided to keep all members apprised of Watermaster
expenditures.

DISCUSSION

Total cash disbursements during the month of June 2011 were $6,489,070.07. The most significant
expenditures during the month were the City of Chino in the amount of $2,137,364.44 (check number
15152 dated June 6, 2011 for replenishment water purchase), Inland Empire Utilities Agency in the
amount of $1,539,791.78 (check number 15193 dated June 28, 2011 for MWD water purchase) and the
City of Upland in the amount of $1,176,916.43 (check number 15158 dated June 6, 2011 for
replenishment water purchase).

Actions:

August 11, 2011 Appropriative Pool — Approved Unanimously

August 11, 2011 Non-Agricultural Pocl — Receive & File with no Approval
August 11, 2011 Agricultural Pool — Approved Unanimously

August 18, 2011 Advisory Committee — Approved Unanimously

August 25, 2011 Watermaster Board —
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CHINO BASIN WATERMASTER

9641 San Bemardino Road, Rancho Cucamonga, Ca 91730
Tel: 909.484.3888 Fax: 909.484.3890 www.chwin.org

DESI ALVAREZ, PE

Chief Executive Officer
STAFF REPORT
DATE: August 25, 2011
TO: Watermaster Board Members

SUBJECT: VISA Check Detail Report - Financial Report B2

SUMMARY
Issue — Record of VISA credit card payment disbursed for the month of June 2011.

Recommendation — Staff recommends the VISA Check Detail Report for June 2011 be received
and filed as presented.

Fiscal Impact — Funds disbursed were included in the FY 2010-2011 Watermaster Budget.

BACKGROUND

A monthly VISA Check Detail report is provided to keep all members apprised of Watermaster
expenditures charged against the CEO and/or CFO’s Bank of America VISA card.

DISCUSSION
Total cash disbursement during the month of June 2011 was $298.73. The monthly charges for June
2011 were for routine and customary expenditures and properly documented with receipts.

Actions:

August 11, 2011 Appropriative Pool = Approved Unanimously

August 11, 2011 Non-Agricultural Pool — Receive & File with no Approval
August 11, 2011 Agricultural Pool = Approved Unanimously

August 18, 2011 Advisory Committee — Approved Unanimously

August 25, 2011 Watermaster Board —
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CHINO BASIN WATERMASTER

9641 San Bemardino Road, Rancho Cucamonga, Ca 91730
Tel: 909.484.3888 Fax: 909.484.3890 www.cbwm.org

DESI ALVAREZ, PE
Chief Executive Officer

STAFF REPORT

DATE: August 25, 2011
TO: Watermaster Board Members

SUBJECT: Combining Schedule of Revenue, Expenses and Changes in Working Capital for
the Period July 1, 2010 through June 30, 2011 - Financial Report B3

SUMMARY

Issue — Record of Revenue, Expenses and Changes in Working Capital for the Period July 1,
2010 through June 30, 2011.

Recommendation - Staff recommends the Combining Schedule of Revenue, Expenses and
Changes in Working Capital for the Period July 1, 2010 through June 30, 2011 be received and
filed as presented. ;

Fiscal Impact — Funds dishursed were included in the FY 2010-2011 Watermaster Budget.

BACKGROUND

A Combining Schedule of Revenue, Expenses and Changes in Working Capital for the period July 1,
2010 through June 30, 2011 is provided to keep all members apprised of the FY 2010/2011 cumulative
Watermaster revenues, expenditures and changes in working capital for the period listed.

DISCUSSION

The Combining Schedule of Revenue, Expenses and Changes in Working Capital has been created from
various financial reporis and statements created from QuickBooks Enterprise Solutions 9.0, the
Watermaster accounting system. The Combining Schedule provided balances to the supporting
documentation in the Watermaster accounting system as presented.

Actions:

August 11, 2011 Appropriative Pool — Approved Unanimously

August 11, 2011 Non-Agricultural Peol — Receive & File with no Approval
August 11, 2011 Agricultural Pool — Approved Unanimously

August 18, 2011 Advisory Committee — Approved Unanimously

August 25, 2011 Watermaster Board —
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CHINO BASIN WATERMASTER

9641 San Bemardino Road, Rancho Cucamonga, Ca 91730
Tel: 909.484.3888 Fax: 909.484.3890 www.chwm.org

DESI ALVAREZ, PE

Chief Executive Officer
STAFF REPORT
DATE: August 25, 2011
TO: Watermaster Board Members

SUBJECT: Treasurer’'s Report of Financial Affairs for the Period June 1, 2011 through June 30,
2011 - Financial Report B4

SUMMARY

Issue — Record of increases or decreases in the cash position, assets and liabilities of
Watermaster for the Period of June 1, 2011 through June 30, 2011.

Recommendation — Staff recommends the Treasurer's Report of Financial Affairs for the Period
June 1, 2011 through June 30, 2011 be received and filed as presented.

Fiscal Impact — Funds disbursed were included in the FY 2010-2011 Watermaster Budget.

BACKGROUND

A Treasurer's Report of Financial Affairs for the Period June 1, 2011 through June 30, 2011 is provided to
keep all members apprised of the total cash in banks (Bank of America and LAIF) and on hand at the
Watermaster office (petty cash) at the end of the period stated. The Treasurer's Report details the change
(increase or decrease) in the overall cash position of Watermaster, as well as the changes (increase or
decrease) to the assets and liabilities section of the balance sheet. The report also provides a detailed
listing of all deposits and/or withdrawals in the California State Treasurer's Local Agency Investment Fund
(LAIF), the most current effective yield as of the last quarter, and the ending balance in LAIF as of the
reporting date.

DISCUSSION

The Treasurers Report of Financial Affairs has been created from various financial reports and
statements created from QuickBooks Enterprise Solutions 9.0, the Watermaster accounting system. The
Treasurer's Report provided, balances to the supporting documentation in the Watermaster accounting
system, as well as the supporting bank statements.

Actions:

August 11, 2011 Appropriative Pool — Approved Unanimously

August 11, 2011 Non-Agricultural Pool — Receive & File with no Approval
August 11, 2011 Agricultural Pool — Approved Unanimously

August 18, 2011 Advisory Committee — Approved Unanimously

August 25, 2011 Watermaster Board —
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CHINO BASIN WATERMASTER

9641 San Bemardino Road, Rancho Cucamonga, Ca 91730
Tel: 909.484.3888 Fax: 909.484.3890 www.chwm.org

DESI ALVAREZ, PE
Chief Executive Officer

STAFF REPORT

DATE: August 25, 2011
TO: Watermaster Board Membefs

SUBJECT: Budget vs. Actual Report for the Period July 1, 2010 through June 30, 2011 -
Financial Report - B5

SUMMARY

Issue — Record of revenues and expenses of Watermaster for the Period of July 1, 2010 through
June 30, 2011.

Recommendation — Staff recommends the Budget vs. Actual Report for the Period July 1, 2010
through June 30, 2011 be received and filed as presented.

Fiscal Impact — Funds disbursed were included in the FY 2010-2011 Watermaster Budget.

BACKGROUND

A Budget vs. Actual Report for the period July 1, 2010 through June 30, 2011 is provided to keep all
members apprised of the total revenues and expenses for the current fiscal year. The expense section is
categorized into four distinct sections. Those sections are: General and Administrative Expenses;
Optimal Basin Management Program Expenses; Project Expenses; and Other Income/Expenses.

DISCUSSION

The Budget vs. Actual report has been created from QuickBooks Enterprise Solutions 9.0, the
Watermaster accounting system. The Budget vs. Actual report provided, balances to the supporting
documentation in the Watermaster accounting system, as well as the supporting bank statements.

There were no budget transfers for the month of June 2011.

Year-To-Date (YTD) for the twelve month period ending June 30, 2011 of the fiscal vear, all bategories
were at or below the projected budget, including category 6900 (Optimum Basin Mgmt Plan).

With June 2011 being the last month in the fiscal year, there were certain year-end transactions posted.
These transactions were as follows:

e Reconciled accrued vacation, sick and comp fime to actual increasing the overall accrued liability
balances by $21,806.70

o Recorded the quarterly interest earned on the LAIF funds of $14,728.68
e Recorded the annual depreciation expense in the amount of $20,698.97 to account 9400
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Budget vs. Actual Report for June 30, 2011 August 18, 2011

The overall Watermaster payroll expenses were under budget as a direct result of cost savings of the
CEO’s salary during the months of March and April. If you recall, Ken Manning departed as CEQO on
February 28, 2011 and Desi Alvarez started as CEO on May 3, 2011. When taking into account the year
end vacation, sick and comp time accrual adjustments to actual, the Administrative payroll expense

category (6010 - Salary Costs) was under the budgeted amount of $492,544 hy $11,085 or 2.25% at
fiscal year end June 30, 2011,

The other General and Administrative expenses (accounts 6020 — 6190) and the Pools, Advisory and
Board expenses (accounts 6200 — 8500) were under budget at fiscal year end.

OBMP Endineerinq Services and Legal Costs:

Jul 10 - Jun' 11 Budget $ Over Budget % of Budget
6900 + Optimum Basin Mgmt Plan 7
6901 - WM Staff Salaries 195,183.68 206,620.00 -11,436.32 94.47%
6903 - OBMP SAWPA Group 25,778.00 25,778.00 0.00 100.0%
6906 - OBMP Engineering Services
£906.1 - OBMP - Watermaster Model Update 145,000.19 145,000.00 0.19 100.0%
6906 - OBMP Engineering Services - Other 335,803.77 339,336.00 -3,43223 98.99%
Total 6906 - OBMP Engineering Services i 480,903.96 § 484,336.00 343204 99.29%
6307 - OBMP Legal Fees
6907.3 - Wi Legal Counsel
6907.30 - Peace Il - CEQA 4,018.00 50,000.00 -45,982.00 8.04%
6907.31 - S. Archibald Plume-Formerly OIA 28,854 65 15,000.00 13,854 65 192.36%
6907.32 - Chino Airport Plume 62,125.81 64,000.00 -1,874.19 97.07%
6907.33 - Desalter Negotiations 178,473.41 145,000.00 33473.41 123.09%
6907.34 - Santa Ana River Water Rights 16,562.22 25,000.00 -8,437.78 66.25%
6907.35 - Paragraph 31 Motion 14611443 75,000.00 71,114.43 194.82%
6907.36 - Santa Ana River Habitat 15,207.61 18,000.00 -2,792.39 84.49%
6307.37 - Water Auction 1,183.50 40,000.00 -38,816.50 2.96%
6907.38 - Reg. Water Quality Cntrl Board 3,591.00 15,000.00 -11,409.00 23.94%
6907.39 - Recharge Master Plan 841927 40,000.00 -31,580.73 21.05%
6907.3 - WM Legal Counsel - Other 224,048.43 250,00(5.00 -25,951_57 89.62%
Total 6907.3 - WM Legal Counsel 688,596.33 737,000.00 -48,401.67 93.43%
Total 6907 - OBMP Legal Fees 688,598.33 737,000.00 -18.401.67 93.43%
6909 - OBMP Other Expenses
6909.1 - OBMP Meetings 1,687.68 0.00 1,667.68 100.0%
6909.4 - Printing 1,692.00 0.00 1,692.00 100.0%
6909.5 - Ad Hoc Litigation Committee 21.58 0.00 21.58 100.0%
6909 - OBMP Other Expenses - Other 116,200.00 102,800.00 13,400.00 113.04%
Total 6909 - OBMP Other Expenses 119,601.26 102,800.00 16,801.26 116.34%
Total 6900 - Optimum Basin Mgmt Plan 1,510,065.23 1,566,534.00 -46 AGB.T7 97.02%

Within the category 6900 (Optimum Basin Mgmt Plan) are the Watermaster's legal expenses. Within the
legal expense category, some individual line item activities were above the budget ($118,443) while the
majority of line item activities were below the budget ($166,845). Above the budget line items were the
Paragraph 31 Motion activities of $71,114, the ongoing Desalter Negotiations of $33,474 and the South
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Budget vs. Actual Report for June 30, 2011 August 18, 2011

Archibald Plume (formerly known as the Ontario Airport Plume) of $13,855. The individual legal
prejects/activities that were helow budget for the Y-T-D period were the Peace Il ($45,982), the Santa
Ana River Water Righis Application of ($8,438), Water Auction ($38,817), Regional Water Quality Control
Board of ($11,409), Recharge Master Plan ($31,581), the Santa Ana River Critical Hahitat of ($2,792), the
Chine Airport Plume of ($1,874) and General Administrative Legal Costs (Pool, Advisory and Board
meetings) of ($25,952). For the twelve month period, the cumulative Y-T-D budget was $737,000 and
actual legal expenses fotaled $688,598 which resulted in an (Under} budget variance of ($48,402) cr
6.6%. The budgeted Y-T-D amount of $737,000 includes the entire legal contingency amount of
$145,000 which was processed in April's budget transfer.

The OBMP Implementation Projects (accounts 7100°s — 7700’'s) were all under budget, as projected, at
fiscal year-end June 30, 2011,

Account 7690 (Recharge Improvement Debt Payment) was under budget at year-end by $334,175 or
47.7% as a result of a credit in the amount of $270,408 that was received from IEUA and posted to
Watermasters account in April 2011, IEUA adopts a budget each year that includes the Chino Basin
Groundwater Recharge Program Budget-Debt Service. Per the agreement dated May 1, 2002 with IEUA,
Watermaster pays IEUA based upon budget projections and any adiustments are provided when the
reconciliation is completed by IEUA. IEUA’s reconciliation shows that the IEUA’s Adopted Budget
FY2009/10 for the Chino Basin Groundwater Recharge Program-Debf Service was $1,326,210 while the
Actual Expenses for FY 2009/10 was $681,322, a variance of $644,888. The largest contributor to the
variance was the Interest Expense which was budgeted at $727,506 but the Actual expenses for
FY2009/10 were $53,399, a savings of $674,107. Several other categories showed small adjustments.
Using the Actual amounts for FY 2009/10 of $681,322, Watermaster's 50% share of the Debt Service was
$340,661 while Watermaster was billed and paid $611,089, resulting in a credit due of $270,408. The
remaining budget variance of $63,767 was the residual budget balance.

Other Income and Expense:

In June, Niagara Bottling and Fontana Water Company received their first invoices for the MWD water
purchase. Niagara Bottling was bilted $1,539,390.80 for 3,646.80 AF while Fontana Water Company was
billed $2,211,236.70 for 5,237.70 AF. The combined receivable amount of $3,750,627.50 was recorded
in the Other Income section under account 4600 (Groundwater Sales). The offsetting expense payable to
[EUA for the MWD water of $3,750,627.50 was recorded in the Other Expense section under account
5010 (Groundwater Replenishment).

With the exceptions previously noled, there were no other unusual or significant transactions or events
during the month of June. Loocking ahead, the month of July should provide positive financial results with
the categories being at or below budget.

Actions:

August 11, 2011 Appropriative Pool — Approved Unanimously

August 11, 2011 Non-Agricultural Pool —~ Receive & File with ne Approval
August 11, 2011 Agricultural Pool - Approved Unanimously

August 18, 2011 Advisory Committee — Approved Unanimously

August 25, 2011 Watermaster Board -
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CHINO BASIN WATERMASTER

I. CONSENT CALENDAR

C. WATER TRANSACTIONS

1. Consider Approval for Notice of Sale or Transfer — Fontana Water
Company (“Company”) has agreed to purchase from The Nicholson Trust
annual production right in the amount of 7.000 acre-feet to satisfy a portion
of the Company’s anticipated Chino Basin replenishment obligation for
Fiscal Year 2010/2011. Date of Application: June 21, 2011, Date of Notice:
July 7, 2011




CHINO BASIN WATERMASTER

APPLICATION(S)

RECEIVED FOR

WATER TRANSACTIONS - ACTIVITIES

Date of Notice:
July 7, 2011

This notice is to advise interested persons that the attached application(s) will come
before the Watermaster Board on or after 30 days from the date of this notice.
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NOTICE OF APPLICATION(S) RECEIVED

Date of Application:  Fune 21, 2011 Date of this notice:  July 7, 2011
Please take notice that the following Application has been received by Watermaster:

A. Notice of Sale or Transfer — Fontana Water Company (“Company™) has agreed
to purchase from The Nicholson Trust annual production right in the amount of
7.000 acre-feet to satisfy a portion of the Company’s anticipated Chino Basin
replenishment obligation for Fiscal Year 2010/2011.

This Application will first be considered by each of the respective pool committees on
the following dates:

Appropriative Pool: July 14, 2011
Non-Agricultural Pool: July 14, 2011
Agricultural Pool: July 14, 2011

- This Application will be scheduled for consideration by the Advisory Committee no

earlier than thirty days from the date of this notice and a minimum of twenty-one
calendar days after the last pool committee reviews it.

After consideration by the Advisory Committee, the Application will be considered by
the Board.

Unless the Application is amended, parties to the Judgment may file Contests to the
Application with Watermaster within seven calendar days of when the last pool
committee considers it. Any Confest must be in writing and state the basis of the
Contest.

Watermaster address:
Chino Basin Watermaster Tel: (909) 484-3888

9641 San Bernardino Road Fax: (909) 484-3890
Rancho Cucamonga, CA 91730
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CHINO BASIN WATERMA

NOTICE
OF
TRANSFER OF WATER

Notification Dated: July 7, 2011

A party to the Judgment has submitted a proposed transfer of water for Watermaster
approval. Unless contrary evidence is presented to Watermaster that overcomes the
rebuttable presumption provided in Section 5.3(b)(iii) of the Peace Agreement,
Watermaster must find that there is “no material physical injury” and approve the
transfer. Watermaster staff is not aware of any evidence to suggest that this transfer
would cause material physical injury and hereby provides this notice to advise
interested persons that this transfer will come before the Watermaster Board on or after
30 days from the date of this notice. The attached staff report will be included in the

meeting package at the time the transfer begins the Watermaster process (comes
before Watermaster).
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CHINO BASIN WATERMASTER

9641 San Bemardino Road, Rancho Cucamonga, Ca 91730
Tel: (909) 484.3668 Fax: (909) 484-3890 www.cbwm.org

KENNETH R. MANNING
CHIEF EXECUTIVE OFFICER

DATE: July 7, 2011
TO: Watermaster Interested Parties

SUBJECT: Summary and Analysis of Application for Water Transaction

Summary -

There does not appear to be a potential material physical injury to a party or to the basin from the proposed
transaction as presented.

Issue —

e Notice of Sale or Transfer — Fontana Water Company (“Company”) has agreed to purchase from
The Nicholson Trust annual production right in the amount of 7.000 acre-feet to satisfy a portion
of the Company’s anticipated Chino Basin replenishment obligation for Fiscal Year 2010/2011.

Recommendation —

1. Continue monitoring as planned in the Optimum Basin Management Program.

2. Use all new or revised information when analyzing the hydrologic balance and report
to Watermaster if a potential for material physical injury is discovered, and

3. Approve the transaction as presented.

Fiscal Impact —
[ 1 None
[X] Reduces assessments under the 85/15 rule
[ ] Reduce desalter replenishment costs

Background .

The Court approved the Peace Agreement, the Implementation Plan and the goals and objectives
identified in the OBMP Phase | Report on July 13, 2000, and ordered Watermaster to proceed in a
manner consistent with the Peace Agreement. Under the Peace Agreement, Watermaster approval is
required for applications to store, recapture, recharge or transfer water, as well as for applications for
credits or reimbursements and storage and recovery programs.

Where there is no material physical injury, Watermaster must approve the transaction. Where the request
for Watermaster approval is submitted by a party to the Judgment, there is a rebuttable presumption that
most of the transactions do not result in Material Physical Injury to a party to the Judgment or the Basin
(Storage and Recovery Programs do not have this presumption).

The following application for water transaction is attached with the notice of application.
e Fontana Water Company (“Company”) has agreed to purchase from The Nicholson Trust annual

production right in the amount of 7.000 acre-feet to satisfy a portion of the Company’s
anticipated Chino Basin replenishment obligation for Fiscal Year 2010/2011.
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Water Transaction Summary & Analysis 7107111

Notice of the water transaction identified above was mailed on July 7, 2011 along with the materials
submitted by the requestors.

DISCUSSION

Water transactions occur each year and are included as production by the respective entity (if produced)
in any relevant analyses conducted by Wildermuth Environmental pursuant to the Peace Agreement and
the Rules & Regulations. There is no indication additional analysis regarding this transaction is
necessary at this time. As part of the OBMP Implementation Plan, continued measurement of water
levels and the installation of extensometers are planned. Based on no real change in the available data,

we cannot conclude that the proposed water transaction will cause material physical injury to a party or to
the Basin.
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Consolidated Forms 3,4 & 5

CONSOLIDATED WATER TRANSFER FORMS:
FORM 3. APPLICATION FOR SALE OR TRANSFER OF RIGHT TO PRODUCE WATER FROM STORAGE
FORM 4: APPLICATION OR AMENDMENT TO APPLICATION TO RECAPTURE WATER IN STORAGE
FORM 5: APPLICATION TO TRANSFER ANNUAL PRODUCTION RIGHT OR SAFE YIELD

FISCAL YEAR 2010 - 2011

DATE REQUESTED: June 21, 2011

AMOUNT REQUESTED: 7.000 Acre-Feet

TRANSFER FROM (SELLER / TRANSFEROR):

The Nicholson Trust
Name of Party

Post Oifice Box 6010
Street Address

El Monie CA 91734
City State Zip Code

(626) 448-6183

Telephone

(626) 448-5530

Facsimile

TRANSFER TO (BUYER / TRANSFEREE):

Fontana Water Company
Name of Party

Post Office Box 987
Street Address

Fontana CA 92334
City State Zip Code

(909} §22-2201

Telephone

(909} 823-5046

Facsimile

Have any other fransfers been approved by Watermaster

between these parties covering the same fiscal year?

Yes O No

PURPOSE OF TRANSFER:
O Pump when other sources of supply are curtailed
Pump to meet current or fufure demand over and above preduction right
a Pump as necessary to stabilize future assessment amounts
] Other, explain

WATER IS TO BE TRANSFERRED FROM:

Storage

P

Other, explain

Annual Production Right (Appropriative Pool) or Operating Safe Yield (Non-Agricultural Pool)

Annual Production Right / Operating Safe Yield first, then any additional from Storage

WATER IS TO BE TRANSFERRED TO:

Annual Production Right / Operating Safe Yield {common)

i Sterage (rare)
O Other, explain

July 2009
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Consolidated Forms 3, 4 & 5 cont.

IS THE 85/15 RULE EXPECTED TO APPLY? (if yes, all answers below must be “yes.”) Yes No O
Is the Buyer an 85/15 Party? Yes Ne O
Is the purpose of the transfer to meet a current demand over and above production right? Yes No O
I8 the water being placed into the Buyer's Annual Account? Yes No O

IF WATER IS TO BE TRANSFERRED FROM STORAGE:

Varies 2010-2011
Projected Rate of Recapture Projectad Duration of Recapture

METHOD OF RECAPTURE (e.g. pumping, exchange, etc.):
Pumping

PLACE OF USE OF WATER TO BE RECAPTURED:

4

Chino Basin Management Zore 3
LOCATION OF RECAPTURE FACILITIES (IF DIFFERENT FROM REGUL.AR PRODUCTION FACILITIES):

N/A

WATER QUALITY AND WATER LEVELS
Are the Pariies aware of any water quality issues that exist in the area? Yes No M

If yes, please explain:
Of the welis routinely pumped, perchlorate fevels range from non detect to 2.9 ppb and nitrate leveis range
from 6.6 ppm to 32.0 ppm.

What are the existing water levels in the areas that are likely to be affected?

Static Water Levels ranging from 324 feet bgs to 665 feet bgs

MATERIAL PHYSICAL. INJURY

Are any of the recapture wells located within Management Zone 17 Yes O No

Is the Applicant aware of any potential Material Physical Injury to a party to the Judgment or the Basin that may be
caused by the action covered by the application? Yes O No

If yes, what are the proposed mitigation measures, if any, that might reasonably be imposed to ensure that the
action does not result in Material Physical injury to a party to the Judgment or the Basin?

July 2009
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Consolidated Forms 3, 4 & 5 cont.

SAID TRANSFER SHALL BE CONDITIONED UPON:

(1) Transferee shall exercise said right on behalf of Transferor under the terms of the Judgment, the Peace
Agreement, the Peace Il Agreement, and the Management Zone 1 Subsidence Management Plan for the
period described above. The first water produced in any year shall be that proeduced pursuant to carry-over
rights defined in the Judgment. After production of its carry-over rights, if any, the next (or first if no carry-over
rights) water produced by Transferee from the Chino Basin shall be that produced hereunder.

(2) Transferee shall put all waters utilized pursuant to said Transfer to reasonable beneficial use.

(3) Transferee shall pay all Watermaster assessments on account of the water production hereby Transferred.

(4) Any Transferee not already a party must Intervene and become a party to the Judgment.

ADDITIONAL INFORMATION ATTACHED Yes O No

Seller / Transferor Representative Sibré Buyer / TranTsferee %p@gentative Signature

—

Robert H. Nicholscon, Jr., Trustee Robert K. Young, General Manager
Seller / Transferor Representative Name (Printed) Buyer / Transferee Representative Name (Printed)

TO BE COMPLETED BY WATERMASTER STAFF:

DATE OF WATERMASTER NOTICE:

DATE OF APPROVAL FROM APPROPRIATIVE POOL:

DATE OF APPROVAL FROM NON-AGRICULTURAL POOL:

DATE OF APPROVAL FROM AGRICULTURAL POOL:

HEARING DATE, IF ANY:

DATE OF ADVISORY COMMITTEE APPROVAL:

DATE OF BOARD APPROVAL:

July 2009
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CHINO BASIN WATERMASTER

. CONSENT CALENDAR
D. SEMI-ANNUAL STATUS REPORT 2011-1




CHINO BASIN WATERMASTER

9641 San Bemardino Road, Rancho Cucamonga, Ca 91730
Tel: 809.484.3888 Fax: 909.484.3890 www.chwm.org

DESI ALVAREZ, P.E.
Chief Executive Officer

STAFF REPORT

DATE: August 25, 2011
TO: Watermaster Board Members

SUBJECT: Status Report 20111

SUMMARY

Recommendation — Receive and File Semi-Annual Status Report 2011-1 for filing courtesy copy
with the Court

BACKGROUND

Semi-Annual Status Report 2011-1 covers the period of January to June 2011. While the bulk to the report

describes work conducted for each element of the Optimum Basin Management Program (OBMP) during the 6
month period.

Staff recommends approval of the report for filing courtesy copy with the Court.

Actions:

August 11, 2011 Appropriative Pool — Moved to Receive and File
August 11, 2011 Non-Agricultural Pool — Moved to Receive and File
August 11, 2011 Agricultural Pool — Moved to Receive and File
August 18, 2011 Advisory Committee — Moved to Receive and File
August 25, 2011 Watermaster Board -
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Optimum Basin Management Program

Staff Status Report 2011-1: January to June 2011

Opfimum Basin Management Program

Highlighted Activities

e California is experiencing the second wettest year on record and the State’s surface reservoir are
full allowing the Governor to officially proclaim an end to California’s drought.

® As a result in the State’s bountiful water supply, Metropolitan Water District of Southern California
(MWD) made imported water available at the replenishment rate. Waiermaster is purchasing
40,000-50,000 acre-feet of this water to be used toward future replenishment obligations. As of
June 30, 2011, approximately 9,465 acre-feet of that water had been recharged. It will continue
to be recharged through December 31, 2011.

e During the fiscal year, approximately 16,848 acre-feet of stormwater were recharged, the
second-highest year on record. In addition, approximately 8,010 acre-feet of recycled water
were recharged during the fiscal year.

e Watermaster is preparing a restated Judgment at the request of the Court. A drafi version of the
restated Judgment is available for review on the website.

¢ The proposed Chino Creek Well Field locations for Wells 1-19, 1-20, and 1-21 by the Chino
Desalter Authority (CDA) are under review by Watermaster. When completed and in operation,
these wells will achieve hydraulic control and will not conflict with the Optimum Basin Management

Plan (OBMP) goal to minimize or abate
permanent subsidence.

e On June 14, 2011 the MWD Board approved
the local resources program (LRP) grant for the
desalters.

o Watermaster and the Inland Empire Utilities ||
Agency (IEUA) are working together for the
creation of a 5th retention facility at the
Turner Basin. Up te 175,000 cubic yards of
dirt are anticipated to be removed for the
Milliken Avenue Grade Separation Project
funded by the City of Ontario and the San
Bernardino Associated Governments |
(SANBAG).  This represents a savings of
approximately $4.5 million.

MWD Turnout CB-14

Program Element 1: Develop and Implement a Comprehensive
Monitoring Program

Croundwater Level Menitoring

Watermaster initiated a comprehensive monitoring program as part of the implementation of the
OBMP. The current groundwatfer level monitering program is comprised of about 700 wells. At about
500 of these wells, water levels are measured by well owners, which include municipal water agencies,
the California Depariment of Toxic Substance Contrel (DTSC), the County of San Bernardino, and
various private consulting firms. The measurement frequency is typically about once per month.
Watermaster collects these water level data quarterly. The remaining 200 wells are private wells or
dedicated monitoring wells that are mainly located in the southern portion of the Chino Basin.
Watermaster staff measures water levels ot these wells using manual methods once per month or with
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Important Court
Hearings and Orders

JANUARY 21—CHINO
BASIN WATERMASTER
COURT HEARING:
REGARDING MOTION TO
RE-APPOINT NINE
MEMBER BOARD FOR A
FURTHER FIVE-YEAR TERM

JANUARY 26—CORDER
GRANTING MOTION TO
RE-APPOINT NINE
MEMBER W ATERMASTER
BOARD FOR A FURTHER
FIVE-YEAR TERM

FEBRUARY 3—COURT OF
APPEAL ORDER
REGARDING PARAGRAPH
31 APPEAL BRIEFING
SCHEDULE



GOVERNOR
JERRY BROWN
PROCLAIMED AN
END TO
CALIFORNIA’'S
DROUGHT ON
MARCH 30,
2011.

Optimum Basin Management Program

Program Element 1: Develop and Implement a Comprehensive
Monitoring Program (Continued)

pressure transducers that record water levels once every 15 minutes. The wells in the monitoring
program within the southern portion of the Basin were preferentially selected to assist in
Watermaster’s monitoring programs for hydraulic control, land subsidence, and desalter impacts to
private well owners. The remaining wells are monitored in support of the friennial recomputation of
ambient water quality in the Chino-North managemeni zone. The water level data are checked by
Watermaster staff and uploaded to a centralized relational database.

Groundwater Quality Moniforing

Watermaster initiated a comprehensive monitoring program as part of the implementation of the
OBMP. The groundwater quality monitoring program consists of the following four components:

1.  An Annual Key Well Water Quality Monitering Program consisting of 120 wells which are
mostly privately owned agricultural wells in the southern portion of Chino Basin that are
otherwise not included in an established sampling program. Twenty of these wells are
sampled every year; the remaining wells are sampled every three years. The wells sampled
annually are for the continuous monitoring of areas of concern associated with the southern
edge of the Archibald South (formerly OIA) VOC plume, the southern region of the Chino
Airport Plume, and the Kaiser Steel Plume which includes the two mulii-pert MZ-3 monitoring
wells. Data obtained for the Key Well Quality Monitoring Program are used for the triennial
ambient water quality analysis, hydraulic conirol assessment, the Biennial State of the Basin
Report, and to assess the overall health of the Basin.

2. Annual sampling at nine HCMP multi-port menitering wells strategically placed between the
Chino Basin Desalter well fields and the Santa Ana River. Results of the annual sampling are
used to analyze the effect of desalter pumping over time by comparing water quality of the
native groundwater and the Santa Ana River.

3. Monthly sampling at four near-river wells to characterize the Santa Ana River's influence to
nearby groundwater. These shallow monitoring wells along the Santa Ana River consist of two
former United States Geologic Survey (USGS) National Water Quality Assessment Program
(NAWQA) wells {Archibald 1 and Archibald 2), and two wells (Well @ and Well 11) owned
by the Santa Ana River Water Company (SARWC).

4. A cooperative basin-wide data collection effort known as the Chine Basin Data Collection
(CBDC) pregram which relies on municipal producers and other government agencies to
supply groundwater quality data on a cocperative basis. These sources include the

_ Appropriators, Department of Toxic Substance Control (DTSC), Regional Water

Quality Conirol Board (RWQCB), US Geological Survey (USGS), the Counties,
and other cooperators. All water quality data are routinely collected, QA/
QC'd, and loaded into Watermaster's relational database.

| Groundwater-Production Monitoring
All active wells (except for minimum user wells) are now metered. Watermaster

reads the agriculiural preduction data from the meters on a quarterly basis and
| enters these data into Watermaster's relafional database.

Surface Water Monitoring

Water Quality and Quantity in Recharge Basins. Watermaster measures the

Watermaster operations staff preparing to pump a "
GG Wall 1o Sollsct Waler qualiy Stmples Pressure transducers or staff gauges are used to measure water levels during

recharge operations. In addition to these quantity measurements, imported
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quaniity of storm and supplemental water entering the recharge basins.
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Optimum Basin Management Program

Program Element 1: Develop and Implement a Comprehensive
Monitoring Program (Continued)

water quality data for Siate Water Project water are obtained from the Metropolitan Water
District of Southern California (MWDSC) and recycled water quality data for the RP-1 and
RP-4 treatment plant effluents are obtained from IEUA. Combining the measured flow data
with the respeciive water qualities enables the caleulation of the blended water quality in
each recharge basin, the "new yield" to the Chino Basin, and the adequate dilution of
recycled water.

Surface Water Monitoring in the Sanfa Ana River (SAR). Watermaster measures the
discharge of the River and selected water quality parametfers to determine those reaches of
the SAR that are gaining flow from the Chino Basin and /or, conversely, those reaches that are
losing flow into the Chino Basin. These bi-weekly flow and water quality measurements are
combined with discharge data from permanent USGS stream gauges and discharge data
from publicly owned treatment works (POTWs). These data are used along with groundwater
modeling to assess the extent of hydraulic control.

HCMP Annual Report

In January 2004, the RWQCB amended the Water Quality Control Plan (Basin Plan) for
the Santa Ana River Basin to incorporate an updated total dissolved solids (TDS) and
nitrogen (N) management plan. The Basin Plan  Amendment includes both
"antidegradation” and "maximum benefit” objectives for TDS and nitrate-nitrogen for the
Chino and Cucamonga groundwater management zones. The application of the
"maximum benefit" objectives relies on Watermaster and IEUA's implementation of a
specific program of projects and requirements, which are an integral part of the OBMP.
On April 15, 2005, the RWQCB adopted resolution R8-2005-0064; thus approving the |
Surface Water Monitoring Program and Groundwater Monitoring Program in support of
maximum benefit commitmenis in the Chine and Cucamonga Basins.

Pursuant o the Basin Plan and the Watermaster/IEUA permit to recharge recycled water,
Watermaster and [EUA have conducted groundwater and surface water monitoring | %
programs since 2004, During this reporting period, Watermaster measured 426 manval |,
water levels at private wells throughout the Chino Basin, conducted two quarterly [

i
downloads at the 130 wells containing pressure transducers, collected 26 groundwater (14
quality samples, 221 surface water quality samples, and 36 direct discharge stream |
measurements. Quarterly Surface Water Monitoring Program Reports that summarize [
data collection efforts were submitted to the RWQCB in January and April of 2011. The
Chino Basin Maximum Benefit Monitoring Program 2010 Annual Report was submitied to
the RWQCB on April 15, 2011.

Installing a pressure transducer

Chino Basin Groundwater Recharge Program

IEUA, Watermaster, CBWCD, and the SBCFCD jointly sponsor the Chino Basin Groundwater
Recharge Program. This is a comprehensive water supply program to enhance water supply
reliability and improve the groundwater quality in local drinking water wells throughout the
Chino Basin by increasing the recharge of storm water, imported water, and recycled water.
The recharge program is regulated under RWQCB Order No. R8-2007-0039 and Monitoring
and Reporting Program No. R8-2007-0039.

Recharge Activities. On-going recycled water recharge occurred in the Brooks, 7th Street,
8th Street, Victoria, San Sevaine, Ely, Hickory, and RP-3 Basins this reporting period.

Monitering Activities. Watermaster and IEUA collect weekly water quality samples from
basins that are actively recharging recycled water and from lysimeters installed within those
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Optimum Basin Management Program

Program Element 1: Develop and Implement a Comprehensive
Monitoring Program (Continued)

basins, During this reporting period, approximately 475 basin and lysimeter samples were
collected and 21 recycled water samples were collected for alternative menitoring plans that
include the application of a correction factor for Scil-Aquifer Treatment determined from each
basin's start-up pericd. Monitoring wells located down-gradient of the recharge basins were
sampled quarterly at a minimum, however, some monitoring wells were sampled more frequenily
during the reporting period for a total of 85 samples.

Reperting. Watermaster and |EUA completed the following required reports concerning the
recharge program during the reporting period:

e 4Q-2010 Quarterly Report, submiited to the RWQCB — February 2011

e  1Q-2011 Quarterly Report, submitted to the RWQCB — May 2011

e 2010 Annual Report, submitted to the RWQCB — May 2011
Land Surface Monitoring

The MZ-1 Subsidence Management Plan (MZ-1 Plan) was approved by Watermaster in
October 2007, and was approved by the Court in November 2007 which ordered iis
implementation (see Program Element 4: Davelop and Implemeni a Comprehensive Groundwater
Management Plan for Management Zone 1). The MZ-1 Plan calls for a number of activities with
the goal of minimizing or completely abating the future occurrence of land subsidence and
ground fissuring in Chino Basin. Some of these activities include:

e Confinuing the scope and frequency of monitoring within the so-called Managed Area
(southwest MZ-1) that was conducted during the periocd when the MZ-1 Plan was being
developed.

e Expanding the monitoring of the aquifer system and land subsidence into other areas of
MZ-1 and Chino Basin where the data indicate concern for future subsidence and ground
fissuring.

@  Monitoring of horizontal strain across the historical fissure zone.

e Further evaluating the potential contribution of pumping in the central and northern
portions of MZ-1 on groundwater conditions in the ceniral and southern portions of MZ-1.

e Conducting additional testing and monitoring to refine the Guidance Criteria.

e Developing alternative pumping plans for the MZ-1 producers that are impacted by the
MZ-1 Plan.

e Constructing and testing a lower-cost extensometer facility at Ayala
Park.

® Evaluating and comparing ground-level surveying and Interferometric
Synthetic Aperture Radar (InSAR), and recommending future monitoring
protocols for both techniques.

® Conducting an ASR (aquifer injection and recovery) feasibility study at
a production well owned by the City of Chino Hills within the Managed
Area.

e Providing for recovery of groundwater levels.

It was determined that the land subsidence is not just isclated to MZ-1.
: Hence, the Board of Directors approved the formation of the Land
MZ-1 Monument Construction & Surveying Subsidence Committee in December 2010, and its first meeting was held
on lanuary 20, 2011.
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Optimum Basin Management Program

Program Element 1: Develop and Implement a Comprehensive Monitoring Program (Continued)

With regard to monitoring and testing, Watermaster began or continued the implementation of some of these
activities called for in the MZ-1 Plan, During this reporting period these activities included:

The continuation of detailed water-level monitoring at wells within the Managed Area and at wells in
central MZ-1.

Continuation of menitering and maintenance at the Ayala Park Extensometer Facility. This includes
monitoring at the newly installed lower-cost pair of cable extensometers within two piezometers at Ayala
Park to test this technelogy for application in other parts of the Basin.

Collected InSAR data from radar satellites during all six months of the reporting period, which will be

analyzed for land surface displacement in early 2012.

Performed the Spring 2011 ground-level survey across the MZ-1 Managed Area.

Continued to plan for and implement a new testing and monitering program within the MZ-1 Managed Area
with the goals of {1) refining the Guidance Criteria, (2) confirming the existence of the Riley Barrier, (3)
testing the feasibility of injection in the Managed Area, and (4) evaluoiing the effect of
pumping/drawdown and injection/recovery on the fissure zone.

Prepared equipment to install a horizontal extensometer across the zone of historical ground fissuring. This
work was performed by the subcontractor that will be installing and calibrating the horizontal extensometer
and data loggers.

Prepared a right-of-entry agreement with a private property owner in the City of Chino to install the

horizontal extensometer.

Developed a scope of work and budget for Watermaster's 2011-12 fiscal year. The main features of this
scope include (1) the installation of the horizontal extensometer across the fissure zone, (2) the installation of
a new vertical extensometer near the Chino Creek Well Field, and (3) the implementation of a testing and
monitoring program in the MZ-1 Managed Area during 2012 and 2013.

Program Element 2: Develop and Implement a Comprehensive Recharge Program

The theoretical average stormwaier recharge capacity of

the Chino Basin Facilities Improvement Program (CBFIP)
faciliies is about 14,000 acre-feet/yr (AFY) and the
theoretical supplemental water recharge capacity is 99,000
AFY. Stormwater recharge in the first half of year ending

June 30, 2011 was about 7,468 acre-feet. Recycled water - 1,000
recharge during this period were about 3,768 acre-feet. The @ 6000
IEUA and Woatermaster recharge permit was amended in "? :
fiscal year 2009-10 to allow for underflow dilution and g 5000 7
extended the dilution period from a running ¢0 menths to a é 4,000
running 120 months. The significance of this permit E
amendment was to reduce the amount of imported and storm i 3,000
waters required for dilution. IEUA projects that dilution 5 2,000
requirements will likely be met through 2019-20, even if no %
" = 3 e 1,000
imported water were available for dilution, %

g -

In

Page 5

May,
California  (MWD) made water available af the
replenishment rate. It had been approximately four years

Recharge Activities

the Metropolitan Water District of Southern

B Recycled ®Storm 7 Imported
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Optimum Basin Management Program

Program Element 2: Develop and Implement a Comprehensive Recharge Program (Continued)

since it was last available. Watermaster intends fo recharge 40,000-50,000 acre-feet of imported water to
offset basin overdraft and to meet future replenishment obligations.

The cumulative unmet replenishment obligation (CURO) was approximately 8,889 acre-feet. It was fully satisfied
in May 2011 by purchasing water from Appropriators. The total amount of supplemental water recharged in
MZ-1 since the Peace Il Agreement is approximately 19,671 acre-feet, which is 6,329 acre-feet (cumulative) less
than the average annual requirement of 6,500 acre-feet.

As part of the Recharge Master Plan Implementation, MZ-3 recharge opportunities were discussed. The projects
include Wineville Basin spillway and pipeline and pump station to Jurupa Basin, Jurupa Basin and RP-3 Inlet
improvements. The Riverside County Flood Control and Water Conservation District is potentially looking to
participate in the funding of these projects that would have a direct benefit to their service area.

Program Element 3: Develop and Implement Water Supply Plan for the
Impaired Areas of the Basin; and

Program Element 5: Develop and Implement Regional Supplemental Water
Program

Construction of the Chino | Desalter Expansion and the Chino Il Desalter facilities was completed in February 2006.
As currently configured, the Chino | Desalter provides 2.6 million gallons per day (MGD) of treated (air stripping
for VOC removal) water from Well Nos. 1-4, 4.9 MGD of treated (ion exchange for nitrate removal) water from
Well Nos. 5-15, and 6.7 MGD of treated (reverse osmosis for nitrate and TDS removal) water from Well Nes. 5-
15 for atotal of 14.2 MGD (15,200 AFY). The Chino Il Desalter provides 4.0 MGD of ion exchange treated water
and 6.0 MGD of reverse osmosis treated water from eight additional wells for a total of 10.0 MGD (11,200 AFY).

Planning continued between the Chino Desalter Authority (CDA) and Western Municipal Water District (WMWD) to
expand the Chino Il Desalter by 10.5 MGD (11,800 AFY). Watermaster worked with the CDA parties fo produce
a realistic schedule approved by the RWQCB last June. Raw water will be drawn from existing CDA Il wells, and
possible additional new wells, if needed. In addition, o new Chino Creek Desalter Well Field, required for the
hydraulic control commitment associated with Maximum Benefit, will provide additional raw water to the Chino |
Desalter, enabling some existing wells to direct production fo the expanded Chino Il Desalter facility.

On June 14, 2011 the MWD Board approved the local resources program (LRP) grant for the desalters.

Program Element 4: Develop and Implement a Comprehensive Groundwater
Management Plan for Management Zone 1 and Management Zone 3

MZ-1 Management Plan

Because of the historical occurrence of pumping-induced land subsidence and ground fissuring in southwestern
Chino Basin (southern MZ-1), the OBMP called for the development and implementation of an Interim Management
Plan (IMP) for MZ-1 that would:

e Minimize subsidence and fissuring in the short-term,

e Collect information necessary to understand the extent, rate, and mechanisms of subsidence and
fissuring, and

e  Formulate a management plan to reduce to tolerable levels or abate future subsidence and fissuring.

From 2001-2005, Watermaster developed, coordinated, and conducted an Interim Monitoring Program (IMP)
under the guidance of the MZ-1 Technical Committee, which is composed of representatives from all major MZ-1
producers and their technical consultants. The IMP was an aquifer-system and land subsidence investigation focused
in the southwestern region of MZ-1 that would suppori the development of a long-term management plan to
minimize and abate subsidence and fissuring (MZ-1 Plan). The IMP involved the construction of highly-sophisticated
monitoring facilities, such as deep borehole extensometers and piezometers, the monitoring of land surface
displacements through traditional ground-level surveys and remote-sensing fechniques, the detailed monitoring of

P60

Page 6



Optimum Basin Management Program

Program Element 4: Develop and Implement a Comprehensive Groundwater
Management Plan for Management Zone 1 and Management Zone 3 (Continued)

the aquifer system with water-level-recording transducers installed at an array of production and monitoring wells,
and the purposeful stressing of the aquifer system through multiple controlled pumping tests.

The investigation metheds, results, and conclusions are described in detail in the MZ-1 Summary Report, dated
February 2006. The investigation provided encugh information for Watermaster to develop Guidance Criteria for
the MZ-1 producers in the investigation area that, if followed, would minimize the potential for subsidence and
fissuring during the completion of the MZ-1 Plan. The Guidance Criteria included a listing of Managed Wells and
their owners subject to the criteria, a map of the so-called Managed Area, and an initial threshold water level
(Guidance Level) of 245 feet below the top of the PA-7 well casing. The MZ-1 Summary Report and the
Guidance Criteria were adopted by the Watermaster Board in May 2006, The Guidance Criteria formed the
basis for the MZ-1 Plan, which was approved by Watermaster in October 2007. The Court approved the MZ-1
Plan in November 2007 and ordered its implementation.

During this reporting period, Watermaster continued implementation of the MZ-1 Plan. Drawdown at the PA-7
piezometer did not fall below the Guidance Level during the reporting period, and very little, if any permanent
compaction was recorded at the Ayala Park Extensometer. The ongoing monitoring program called for by the
MZ-1 Plan continues to be implemented.

Program Element 6: Develop and Implement Cooperative Programs with the
Regional Water Quality Control Board, Santa Ana Region (Regional Board) and
Other Agencies to Improve Basin Management; and Program Element 7: Develop
and Implement a Salt Management Program

Ontario Infernational Airport (Archibald South Plume)

Watermaster continved to negotiate with the potentially responsible parties (PRPs) associated with the Ontario
International Airport (OlA). The PRPs have formed a group called ABGL (Aerojet, Boeing, GE, and lockheed).
Watermaster has continued fo participate in meetings with ABGL and their consultants, counsel, the Regional Board,
and CDA in order to find common ground for a joint remedy for desalting and plume mitigation. Watermaster
prepared technical and legal responses to a presentafion made by ABGL's technical consultant in December 2010.
Watermaster also coordinated with ABGL's consultant regarding the next round of sampling for VOGCs in ABGL's
monitoring wells.

Chino Airport

Watermaster continued to negotiate with the County of San Bernardino, Depariment of Airporis (County) in order
to find common ground for a joint remedy for desalting and plume mitigation. Watermaster coordinated with the
Chino Desalter Authority's consultant, who provided an update on the well drilling and construction activities at the
Chino Creek Desalter Well Field (CCWF), Watermaster reviewed hydrogeological information for a cross-section
near the Chino Desalter and CCWF (pumping test analysis, cross-sections, ete.) in order to develop estimates of
Darcion groundwater flux past this area. Then Watermaster prepared maps and charts of the groundwater model
that estimate the degree of hydraulic control that would be achieved after the CCWF is completed as well as the
fate of the Chino Airport plume. Watermasier prepared for and attended a meeting at San Bernardino County
offices with County staff and fechnical consultants in February 2011 to present the groundwater model results.
Watermaster alse prepared a letter report (text, tables, and figures) of modeling resulis of the Peace |l
alternative with updated well locations for the CCWF and pumping rates for all Chino Desalter wells.

Watermaster reviewed maps and aerial photos of Chino Creek to develop a surface water monitoring program to
characterize groundwater/surface water interactions along Chino Creek.

California Instifufe for Men

Watermaster continued to coordinate with the State on a memorandum of understanding that would allow
Watermaster to confinue fo monitor a subset of wells on CIM. Watermaster prepared the following letter: “Chino
Basin Groundwater Monitoring Programs: Preservation of Certain Monitoring Wells Qwned by the State of
California at the California Institute for Men (CIM).”
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Optimum Basin Management Program

Program Element 6: Develop and Implement Cooperative Programs with the
Regional Water Quality Control Board, Santa Ana Region (Regional Board) and

Other Agencies to Improve Basin Management; and Program Element 7: Develop

and Implement a Salt Management Program (Continued)

Other Water Quality Issues

Watermaster is responding to a public information request regarding perchlorate and perchlorate stable
isotope testing in the Chino Basin. The request was made by Lewis, Brisbois, Bisgaard, & Smith LLP, who are
defending Sociedad Quimica y Minera de Chile S.A. (SQM), a Chilean company that historically produced
fertilizer that was imported fo the United States.

Program Element 8: Develop and Implement a Groundwater Storage
Management Program; and
Program Element 9: Develop and Implement a Storage and Recovery Program

The existing Watermaster/IEUA/MWDSC Dry-Year Yield (DYY) program continued during the reporting
period. All DYY program construction projects have been completed and are currently being used for DYY
“take”, or removal from storage. As of April 30, 2011 all of the water in the DYY storage account was
extracted, leaving the account with a zero balance.

In February 2008, the DYY Expansion Project was initiated by IEUA and Watermaster to evaluate
increasing the DYY storage accouni. The purpose of the DYY Expansion Project was to determine the
facilifies needed to store up to 150,000 acre-feet and to recover up to 50,000 acre-feet/year. The
expansion projeci analysis was completed in December 2008. The expansion project evaluated the
technical, financial, and institutional frame work for individual projects to move forward. Negotiations to-
date related to actual projects and the amount of expansion have not resulted in any planned expansion
projects.
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IN MAY, MWD
MADE WATER
AVAILABLE
AT THE
REPLENISHMENT
RATE FOR THE
FIRST TIME IN
APPROXIMATELY
FOUR YEARS.
WATERMASTER
INTENDS TO
RECHARGE
40,000-50,000
ACRE-FEET OF
IMPORTED
WATER TO BE
USED TOWARD
FUTURE
REPLENISHMENT
OBLIGATIONS.
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CHINO BASIN WATERMASTER

9641 San Bemardino Road, Rancho Cucamonga, Ca 91730
Tel: 909.484.3888 Fax: 909.484.3890 www.cbwimn.org

DESI ALVAREZ, PE

Chief Executive Officer
STAFF REPORT
DATE: August 25, 2011
TO: Watermaster Board Members

SUBJECT: CalPERS Resolution 11-05 and 11-06

SUMMARY

Issue — CalPERS requires a “Resolution For Employer Pick-Up” and a “Resolution For Paying And
Reporting The Value Of Employer Paid Member Contribution (EPMC)”.

Recommendations — Staff recommends the Committees approval/adoption of Resolution 11-05 and
Resolution 11-06.

Fiscal Impact — There is no fiscal impact for Chino Basin Watermaster.

DiscussION

RESOULUTION 11-05 “RESOLUTION FOR EMPLOYER PICK-UP”

Internal Revenue Cede (IRC) Section 414(h)(2) allows public agencies to designate required employee
contributions as being “picked-up”’ by the employer and treated as employer contributions for tax
purposes. The effect of a pick-up is to defer tax on employee contribution amounts until the member
retires and receives retirement benefits, or separates from employment and takes a refund of
contributions. Absent the 414(h)(2) provision applicable to government plans, employee contributions to
a defined benefit pension plan qualified under Section 401(a) would automatically be after-tax
contributions (i.e. taxable income to the employee at the time the contribution was made).

Chino Basin Watermaster currently reports all CalPERS member contributions on a tax deferred basis.
Per Revenue Ruling 2006-43, an agency reporting tax deferred member contributions must have adopted
a pick-up resolution in accordance with Internal Revenue Code (IRC) 414(h)(2), and CalPERS requires
that it be provided with a copy of such resolution. On May 11, 2011 the Customer Account Services
Division of CalPERS advised Watermaster that CalPERS did not have a copy of the resolution. On
October 3, 2008 CalPERS sent Watermaster an explanation of this requirement in Circular Letter 200-
049-08. According to CalPERS current records, they do not have a copy of Chino Basin Watermaster's
Resolution which is required under IRC Code 414(h){2). Resolution 11-05 “Resolution for Employer Pick-
Up” corrects this issue
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Resolution 11-05 and 11-06 August 18, 2011
Page 2 of 2

RESOLUTION 11-06 “RESOLUTION FOR PAYING AND REPORTING THE VALUE OF EMPLOYER
PAID MEMBER CONTRIBUTIONS (EPMC)”

A public agency may pay all or a portion of the normal contributions required to be paid by members of a
group or class. This payment is called Employer Paid Member Contributions (EPMC). Effective July 1,
1994 under G.C. section 20636(c) and California Code of Regulations Sections 571(a)(1), an employer
has the option of reporting the value of Employer Paid Member Centributions (EPMC) to CalPERS as
special compensation. Reporting the value of EPMC is not subject to state and federal income taxes, nor
Social Security and Medicare taxes. Chinc Basin Watermaster has, and continues to provide this benefit
to all employees and this benefit shall consist of paying 8% of the normal contributions as EPMC, and
reporting the same percent (value) of compensation earnable as additional compensation. Chino Basin
Watermaster is submitting Resolution 11-06 “Resolution Fer Paying And Reporting The Value Of EPMC”
to comply with CalPERS documentation requirements.

Actions:

August 11, 2011 Appropriative Pool — Approved Unanimously

August 11, 2011 Non-Agricultural Pool — Moved to approve recommendations, subject fo any changes
which the Chair of the Non-Ag Pool and Chair of the Advisory Committee determines appropriate

August 11, 2011 Agricultural Pool — August 18, 2011 Advisory Committee —

August 18, 2011 Advisory Committee — By majority vote to not pass this item and to review the item for
discussion after possible review by the Personnel Committee

August 25, 2011 Board —
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RESOLUTION 11-05

RESOLUTION OF THE CHINO BASIN WATERMASTER,
SAN BERNARDINO COUNTY, CALIFORNIA,
RESOLUTION TO TAX DEFER MEMBER PAID CONTRIBUTIONS

RESOLUTION FOR EMPLOYER PICK-UP

WHEREAS, the Chino Basin Watermaster has the authority to implement the provisions of
section 414(h}(2) of the Internal Revenue Code (IRC); and

WHEREAS, the Board of Administration of the Public Empiloyees’ Retirement System adopted its
resolution regarding section 414(h)(2} IRC on September 18, 1985; and

WHEREAS, the Internal Revenue Service has stated in December 1885, that the implementation
of the provisions of section 414(h){(2) IRC pursuant to the Resolution of the Board of
Administration would satisfy the legal requirements of section 414(h)(2) IRC; and

WHEREAS, the Chino Basin Watermaster has determined that even though the implementation
of the provisions of section 414(h)(2) IRC is not required by law, the tax benefit offered by

seclion 414(h)}{2) IRC should be provided to its employees who are members of the Public
Employees’ Retirement System:

NOW, THEREFORE, BE IT RESOLVED:

. That the Chinc Basin Watermaster will implement the provisions of section 414(h){2) Internal
Revenue Code by making employee caonfributions pursuant to California Government Code
section 20691 fo the Public Employees’ Retirement System on behalf of its employees who
are members of the Public Employees Retirement System. “Employee contributions” shall
mean those contributions to the Public Employees’ Retirement System which are deducted
from the salary of employees and are credifed to individual employee’s accounts pursuant to
California Government Code section 20691.

Il. That the contributions made by the Chino Basin Watermaster to the Public Employees’
Retirement System, although designated as employee contributions, are being paid by the
Chine Basin Watermaster in lieu of contributions by the employees who are members of the
Public Employees’ Retirement System.

I That employees shall not have the option of choosing to receive the contributed amounts
directly instead of having them paid by the Chino Basin Watermaster to the Public Employees’
Retirement System.

IV. That the Chino Basin Watermaster shall pay to the Public Employees’ Retirement System the
contributions designated as employee contributions from the same source of funds as used in
paying salary.

V. That the amount of the contributions designated as employee contributions and paid by the
Chino Basin Watermaster {o the Public Employees’ Retirement System on behalf of an
employee shall be the entire contribution required of the employee by the Public Employees’
Retirement Law (California Government Code sections 20000, et seq.).

VI. That the contributions designated as employee contributions made by Chino Basin
Watermaster to the Public Employees’ Retirement System shall be treated for all purposes,
other than taxation, in the same way that member contributions are treated by the Public
Employees’ Retirement System.
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By:

Chairman, Watermaster Board
APPROVED:

Chairman, Advisory Committee

ATTEST:

Secretary
Chino Basin Watermaster

STATE OF CALIFORNIA )

COUNTY OF SAN BERNARDINO )

l, , Secretary of the Chino Basin Watermaster, DO HEREBY CERTIFY that
the foregoing Resolution bemg No. 11-05, was adopted at a regular meeting of the Chino Basin
Watermaster Board by the following vote:

AYES:

NOES:

ABSENT:

ABSTAIN:
CHINO BASIN WATERMASTER
Secretary

Date:
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RESOLUTION 11-06

RESOLUTION OF THE CHINO BASIN WATERMASTER,
SAN BERNARDINO COUNTY, CALIFORNIA,
RESOLUTION FOR PAYING AND REPORTING THE VALUE OF EPMC

RESOLUTION FOR PAYING AND REPORTING THE VALUE OF EMPLOYER
PAID MEMBER CONTRIBUTIONS (EPMC)

WHEREAS, the governing body of the Chino Basin Watermasier has the authority to implement
Government Code Section 20636(c){(4) pursuant to Section 20691;

WHEREAS, the governing body of the Chino Basin Watermaster has a written labor policy or
agreement which specifically provides for the normal member contributions to be paid by the
employer, and reported as additional compensation;

WHEREAS, one of the steps in the procedures to implement Section 20691 is the adoption by the
governing hody of the Chino Basin Watermaster of a Resolution to commence paying and

reporting the value of said Employer Paid Member Contributions (EPMC); pursuant to CCR title
2 section 571(a)(1).

WHEREAS, the governing body of the Chino Basin Watermaster has identified the following
conditions for the purpose of iis election to pay EPMC;

e This benefit shall apply to all employees of Chine Basin Watermaster.

¢ This henefit shall consist of paying 8% of the normal contributions as EPMC, and reporting
the same percent (value) of compensation earnable* {excluding Government Code Section
20638(c}{4)) as additional compensation.

s The effective date of this Resolution shall be July 1, 2011.

NOW, THEREFORE, BE IT RESOLVED that the governing body of the Chino Basin Watermaster
elects to pay and report the value of EPMC, as set forth above.

By:

Chairman, Watermaster Board
APPROVED:

Chairman, Advisory Committee

ATTEST:

Secretary
Chino Basin Watermaster

*Note: Payment of EPMC and reporting the value of EPMC on compensation earnable is on pay rate and
special compensation except special compensation delineated in Government Code Section20636(c)(4)
which is the monetary value of EPMC on compensation earnable.
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STATE OF CALIFORNIA }
} ss
COUNTY OF SAN BERNARDINOC )

3 , Secretary of the Chino Basin Watermaster, DO HEREBY CERTIFY that
the foregoing Resoluhon bemg No. 11-086, was adopted at a regular meeting of the Chino Basin
Watermaster Board by the following vote:

AYES:

NOES:

ABSENT:

ABSTAIN:
CHINO BASIN WATERMASTER
Secretary

Date:
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CHINO BASIN WATERMASTER

9641 San Bemardino Road, Rancho Cucamonga, Ca 91730
Tel: 909.484.3888 Fax: 909.484.3890 www.chwm.org

DESI ALVAREZ, P.E.

Chief Executive Officer
STAFF REPORT
DATE: August 25, 2011
TO: Watermaster Board Members

SUBJECT: Storage Agreement for Desalter Replenishment Water

SUMMARY

Recommendations — 1) Authorize the CEO to Execute Storage Agreements with Inland Empire
Utilities Agency (IEUA) and other interested parties for the acquisition of preemptive replenishment
water to meet upcoming Desalter Obligations and 2) Request the Watermaster Board Waive the
Thirty Day Notice Period (Watermaster Rules & Regulations Section 10.10) and the Twenty-One
Day Consideration Period (Watermaster Rules & Regulations Section 10.11) for Applications for
Local Storage Agreements to Store Desalter Replenishment Water. This Request is sought With
the Express Acknowledgment That it Does Not Create Precedent for Future Applications.

Discussion:

With Metropolitan Water District’s (MWD) making imported replenishment water available for the first time
in four years, Watermaster ordered 50,000 acre-feet to augment the Chino Groundwater Basin. As of
August 18, 2011 approximately 21,000 acre-feet of imported replenishment water has been recharged
into the Chino Groundwater Basin. If the current rate of recharge holds through December 31, 2011 the
target of 50,000 acre-feet of recharge will likely be met.

The acquisition of this water was unplanned and therefore unbudgeted. However, financing arrangements
have been made that will cover the acquisition cost. Two types of financing options were explored. One
option has Watermaster borrow money to purchase water which would be repaid from future
assessments. The second option has parties acquire the water through individual storage accounts.
Storage accounts were further divided into two types. One type of storage account is set aside for
purchase of water by Appropriators which lack water rights in the Basin to be held for preemptive
replenishment, and the other for purchase of the water by parties including the regional agencies and
Appropriators to be held in storage accounts restricted for future desalter replenishment. A brief overview
of the replenishment water acquisition and financing is presented in Figure 1.
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Storage Agreements for Desalter Replenishment Water August 25, 2011

Figure 1

Preemptive Replenishment Program
~ 50,000 acre-feet

Cost = $409 + $12 + (2x 20.000) + (42 x 1,600) = $423.14
50,000 50,000

Preemptive Replenishment
Split ~ 50/50

Desalter Replenishment
Parties Without Safe Yield

Parties Without Safe Yield

Desalter Replenishment
- Preemptive Replenishment

through Storage Agreements — Watermaster Basin Augmentation

. _ Finance through Borrowing
Niagara Bottling Company Costis $423.14 + Interest
Up to 6,000 acre-feet '

— Preemptive Replenishment through

Fontana Water Company Storage Agreements

Up to 20,000 acre-feet

Cost is $423.14 + Interest and other
Financing charges + 2% per annum
storage losses

As noted there are two types of preemptive storage accounts. Both storage accounts restrict the use of
the stored water to replenishment only. Storage accounts for the Appropriators lacking water rights
reguire the stored water be available only for the sole use of the storing party and may not be sold,
traded, or otherwise exchanged. The second fype of storage account with regional agencies such as
Inland Empire Utilities Agency and other parties require the stored water be held for future desalier
Replenishment as needed by Watermaster. In effect these latter storage accounts provide bridge
financing allowing a party to purchase replenishment water today for future purchase and use by
Watermaster for Desalter Replenishment. Following is a description of the storage accounts that will be

established via storage agreements with various parties for the acquisition of desalter replenishment
water.

The Storage Accounis are restricted so that the water stored will only be used for future Desalter
Replenishment, a key need and priority of the Basin. The water acquired and stored through the use of
these storage accounts will only be used to meet future Desalter Replenishment ebligations and cannot
be sold, traded or otherwise transferred.
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Storage Agreements for Desalter Replenishment Water August 25, 2011

The need for Watermaster to provide replenishment water for Desalter operation is required by the Peace
Il Agreement. To date the Desalter Replenishment Obligation has been met from water set aside in a
desalter replenishment overdraft account. At the current rate of production the overdraft account will be
depleted in 2013 at which time Watermaster will be required to provide replenishment water. A summary
of the Desalter Replenishment operating account is provided in Table 1. Based on data in Table 1,
Watermaster anticipates needing to begin purchasing Desalter Replenishment water in 2013 and through
2015 the amount of replenishment water required will be approximately 60,000 acre-feet.

Table 1
Desalter Replenishment Accounting

Replenishment Available
Obligation Replenishment Balance Residual
Year Desalter Desalter Obligation Pre- Replenishment Replenishment
Production {Kaiser Peace Il Desalters Overdraft Obligation
Account) (CDA) Account
2001 7,989 3,995 0 0 3,985
2001 9,458 4,729 0 0 4,729
2003 10,439 5,220 0 0 5,220
2004 10,605 5,303 0 0 5,303
2005 9,854 4,927 0 0 4,927
2006 16,476 11,579 225,000 4,897
2007 26,356 608 25,748 199,252 0
2008 26,972 0 26,972 172,286 0
2009 32,920 0 61,990 110,290 -29,070
2010 28,517 0 28,517 81,773 0
2011 28,965 0 28,965 52,308 0
2012 28,750 0 28,750 24,058 0
2013 28,750 0 28,750 0 4,692
2014 28,750 0 28,750 0 28,750
2015 28,750 0 28,750 0 28,750

Water from these storage accounts shall be made available to Watermaster upon Watermaster requests
for the water. Watermaster will pay storing parties for the water at the time it calls for the water.
Watermaster agrees to pay a reasonable price for the water that at a minimum will cover 100% of the
acquisition cost plus financing costs plus storage losses. The upper amount that Watermaster will pay for
are water has not been agreed to, but a reasonable price would be for Watermaster to pay the then
actual/projected MWD replenishment rate. In the event there is a surplus resulting from a difference
between the revenue from the sale of the replenishment water and the cost to the storing party the
surplus will be used solely for investments in the Chino Basin to be mutually agreed between
Watermaster and the storing party.
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Cost:

The estimated cost of this water to Watermaster if used in 2014 will be between $473.62 and $515.00
(the currently projected MWD replenishment rate) per acre-foot. The lower estimate is based on an
acquisition cost of $424.14 per acre-foot to including an assumed financing cost limited to interest at a
rate of 2% per annum plus the 2% annual loss. However, the actual cost of water may differ depending
on the financing cost in place to at the time the Storage Agreements are finalized. Payment by
Watermaster for the water will be made from assessments levied under Article Xl of the Peace |l
Agreement.

ACTIONS:

August 11, 2011 Appropriative Pool — Moved o by majority vote to approve staff recommendations
adding the conditions that Watermaster staff, Three Valleys Municipal Water District, and Inland Empire
Utilities Agency negoctiate final terms of the Storage Agreement for consideration at the next Advisory
Committee meeting and that Fontana Water Company and Cucamonga Valley Water District participate
in that process on behalf of the Appropriative Pool.

August 11, 2011 Non-Agricultural Pool — Moved to approve staff recommendation, and that the
representative attending the Watermaster Board Meeting is directed to support the Executive Officer.
August 11, 2011 Agricultural Pool — Moved to approve unanimously.

August 18, 2011 Advisory Committee — Moved fo authorize storage agreements for the desalter
replenishment water with IEUA and other parties subject to the final number of acre-feet and the final
word editing.

August 25, 2011 Watermaster Board —
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CHINO BASIN WATERMASTER

“STORAGE PARTY”
PREEMPTIVE REPLENISHMENT STORAGE AGREEMENT

THIS AGREEMENT is made and entered into this day of , __,byand
between Chino Basin Watermaster, (herein "Watermaster") and

(herein “Storage Party") pursuant to the Judgment entered January 27 1978 and the Peace Agreement
and Implementation Plan dated June 28, 2000. s

STORAGE AUTHORITY. The authority is hereby granted to_,the__ .above Storage Party, pursuant to the
terms and conditions hereof, to store acre-feet of water (Stored Water) in the Chino
Basin to be used exclusively for recharge required by Desalter operations beginning approximately in
2013. The right to store water under this Storage Agreement is not transferable or assignable.

TERM OF AGREEMENT. This Agreement srfall contrnue in effect cotermrnous with the Peace
Agreement unless or until the Agreement is modifi ed amended or terminated by Watermaster action.
Except for losses or other factors as Watermaster may establish, any Stored Water at the time of
termination of this Agreement shall remain to the credit of Storage Party for subsequent recapture in its
normal operations, i.e., termination of the Agreement shall not |mpa|r the integrity of water stored or the
right to recapture the same = :

This Agreement and all provisions thereof are app!rcab[e to and brndrng upon not only the parties hereto,
but also upcn their respective heirs, exec:utors admrnrstrators ssuccessors, assigns, lessors and

licensees and upon the agents_ employees and attorneys in fact of alt such _persans.

ASSIGNMENT OF STORAGE CAPACITY Storage capacrtyrrs not assrgnable

LOSSES ATTRIBUTABLE TO STORED WATER Pursuant to the Peace Agreement, losses shall be
applied to all Stored Water.” Stored Water will be subject to a loss factor of 2% of Stored Water per year.
The storage Iossﬂf_a; tor- may be' adjusted by Watermaster from time to time.

RECAPTURE Stored Water is for future Desa[ter replenrshment Watermaster shall begin using Stored
Water for. Desalter Replenrshment in 2014 and will use all Stored Water no later than 2016. Storage
Party shall provrde Stored Water as requested by Watermaster for Desalter Replenishment.

. master shall pay Storage Party for Stored Water upon its use. The price paid for
Stored Water shall: _'y_er all of the, Storage Party’s direct cost which are the acquisition cost of the water
and all financing expenses incurred By the Storage Party. Acquisition costs are as follows: $409.00 per
acre-foot plus $2.00 per.acre-faot. for that portion of the water taken through the Orange County Water
District's turnout distributed he total quantity of imported replenishment water plus $42.00 per acre-
foot for that portion of water-taken through direct injection distributed over the total quantity of imported
replenishment water. The total quantity of imported replenishment water is estimated to between 40,000

and 50,000 acre-feet and Watermaster will notify the Storage Party of the actual amount in January,
2012.

Any difference between the purchase price of the Stored Water and the Storage Party's direct cost shall
be held in a reserve account fo be used solely for investments in the Chino Basin mutually agreed
between Watermaster and Storage Party. Funds in the reserve account shall accrue interest at the
prevailing rate during the period the funds are held in the reserve account.
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Preemptive Replenishiment Storage Agreement Continued

PROCEDURES AND ACCOUNTING FOR WATER STORED. Watermaster shall maintain a continuing
account of the quantity of Stored Water in the Storage Party's account, which shall be available for review
upon reasonable notice by Storage Party.

REPORTS TO WATERMASTER. Storage Party shall file with Watermaster quarterly reports providing
detailed documentation of all costs incurred in financing the purchase of storage water and such reports,
forms, or additional infermation as is reasonably required by Watermaster.
NOTICE. Any notices may be given by mail and postage prepaid addressed as follows;
Watermaster Chino Basin Watermaster
8632 Archibald Avenue, Suite 109
Rancho Cucamonga, CA 91730
Storage Party As set forth

IN WITNESS WHEREOF, the parties hereto have caused this Agreement fo be duly executed by their
authorized officers.

WATERMASTER STORAGE PARTY
Watermaster Storage Party
Date Date
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CHINO BASIN WATERMASTER

9641 San Bemardino Road, Rancho Cucamonga, Ca 91730
Tel: 909.484.3888 Fax: 909.484.3890 www.chwm.org

DESI ALVAREZ, P.E.
Chief Executive Officer

DATE: August 25, 2011
TO: Watermaster Board Members

SUBJECT: Status of Loan Agreements

The purpose of this report is to provide information on the Advisory Committees’ recommendation
regarding Watermaster borrowing to finance the purchase of replenishment water.

As the Board is aware, with the advent of replenishment water from Metropolitan Water District (MWD) in
May, Watermaster ordered 50,000 acre-feet for preemptive replenishment of the Chino Basin. Since the
availability of this water was unforeseen there was no budget to pay for its acquisition. Watermaster with
the Boards direction worked on developing financing options that resulted in two alternatives. One was to
have Watermaster borrow funds fo purchase the water and repay the money through a future assessment.
The second option was to have individual parties purchase the water for their replenishment needs and/or
for future use by Watermaster. Water used by Watermaster under the second alternative would still require
Watermaster to pay for the replenishment water however it would be through an assessment levied at a
future date. The intent was to acquire the water using either or a combination of the two approaches with
the goal of financing the purchase at the lowest cost.

The Advisory Committee at its August 18, 201 meeting considered these financing alternatives. As part of
the consideration and discussion the Advisory Committee had before them draft Loan Agreements with
three agencies that would have provided financing for the purchase of approximately 19,000 acre-feet of
replenishment water, a copy of the report follows. The Commitiee upon a majority vote recommended that
Watermaster not pursue this financing option.
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CHINO BASIN WATERMASTER

9641 San Bemardino Road, Rancho Cucamonga, Ca 91730
Tel: 909.484.3888 Fax: 909.484.3890 www.chwm.org

DESI ALVAREZ, P.E.
Chief Executive Officer

STAFF REPORT

(For Information Only)

DATE: August 25, 2011
TO: Watermaster Board Members

SUBJECT: Loan Agreement with the Chino Basin Water Conservation District, City of
Ontario, and Jurupa Community Services District

SUMMARY

Recommendation — Discussion on Loan Agreements with the Chino Basin Water Conservation
District in an Amount not to exceed $5,000,000.00, with the City of Ontario in an Amount not to
exceed $2,125,000, with Jurupa Community Services District in an Amount not to exceed
$1,000,000 and Discuss Authorizing the CEO to enter into loan agreements with interested
Appropriators.

Discussion:

Beginning May 16, 2011 imported replenishment water has been spread in Chino Basin to augment the
water supply and for preemptive replenishment. Replenishment water deliveries are scheduled to end
December 31, 2011 during which period it is estimated that between 40,000 acre-feet and 50,000 acre-
feet of imported water will be spread in the basin.

As of August 4, 2011 approximately 18,000 acre-feet of imported water has been recharged into the
Chino Groundwater Basin. Of the water recharged about 8,000 acre-feet was recharged during the
month of July which is the target monthly delivery rate. At this rate the total imported water amount that
will be recharged in Chino Basin through December 31, 2011 will be close to the 50,000 acre-feet goal.

Since acquisition of this water was unplanned Watermaster did not budget for the water purchase and per
the direction of the Advisory Committee and the Board of Directors has developed alternative financing to
pay for acquisition of the water.
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Loan Agreement with CBWCD/City of Ontario/JCSD August 25, 2011
(For Information Only)

Acquisition of the water is being financed in two parts. Approximately cne half of the replenishment water
is being purchased for preemptive replenishment by two Appropriators, Niagara Bottling Company and
Fontana Water Company, neither of which own any groundwater rights in Chino Basin and are always in
need of replenishment water to cover their groundwater extractions. The remainder of the water is being
acquired for Desalter Replenishment which will be required beginning in 2013 when the current Overdraft
Account is exhausted. A summary of the replenishment operating account for the pre-Peace |l Desalter
is provided in Table 1.

Table 1
Desalter Replenishment Accounting

Replenishment Available

Obligation Replenishment Balance Residual

Year Desalter Desalter Obligation Pre- Replenishment Replenishment
Production (Kaiser Peace Il Desalters Overdraft Obligation

Account) (CDA) Account
2001 7,989 3.995 0 0 3,895
2001 9,458 4,729 0 0] 4,729
2003 10,439 5,220 0 0 5,220
2004 10,605 5,303 0 0 5,303
2005 9,854 4,927 0 0 4,927
2006 16,476 11,579 0 225,000 4,897
2007 26,356 608 25,748 199,252 0
2008 26,972 0] 26,972 172,286 0
2009 32,920 0 61,9590 110,290 -25,070
2010 28,517 0 28,517 81,773 0
2011 28,965 0 28,965 52,808 0
2012 28,750 0 28,750 24,058 4,692
2013 28,750 0 28,750 0 28,750
2014 28,750 0 28,750 0 28,750
2015 28,750 0 28,750 0 28,750

The Desalter Replenishment water will be purchased by Watermaster and used fo augment
Watermaster's Desalter Overdraft Account. VWatermaster will be borrowing from various parties to the
Judgment to finance approximately 19,000 acre-feet of water. The remainder of the imported
replenishment water will be acquired through storage agreements restricted to future Desalter
Replenishment with regional agencies such as Inland Empire Utilities Agency (IEUA) and Three Valleys
Municipal Water District (TVMWD).

On July 11, 2011 the Chino Basin Water Conservation District Board of Directors approved a loan of up to
$5,000,000.00 to the Chino Basin Watermaster. Following the CBWCD Board’s approval of the loan a
Loan Agreement has been negotiated between Watermaster and CBWCD.

Various Appropriators have expressed an interest in providing financing to Watermaster in an amount
approximatiely equivalent to their future assessment obligation for Desalter Replenishment. The City of
Ontario and Jurupa Community Services District have agreed to loan Watermaster $2.1M and $1.0M
respectively.
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Loan Agreement with CBWCD/City of Ontario/dC3D August 25, 2011
{For information Only)

The term of the loan agreements that Watermaster will enter are described herein. The loan will be
subject to a variable interest rate equivalent to the monthly Local Agency Investment Fund (LAIF) interest
rate plus one and one-half percent (1.5%) interest per annum. Interest wili be calculated on the basis of a
30-day month and a 360-day year and shall be paid monthly. The principal shall be due and payable on
January 15, 2015.

Watermaster agrees to pledge assessment revenue received from replenishment assessments levied by
Watermaster and shall make principal payment due from such revenue. No new debt will be issued with a
pricrity on the loans. Watermaster will repay the loan through the replenishment assessments it will be
collecting to meet Desalter replenishment obligations beginning in 2013 consistent with Article VI of the
Peace il Agreement. if by MNovember 15, 2014, Watermaster has not collected replenishment
assessments to meet its commitment for full repayment, then by December 15, 2014, Watermaster will
levy a special assessment in an amount sufficient to meet the repayment obligations due on January 15,
2015,

Interest payments which are due monthly will be paid from existing reserves. The estimated interest cost
on the loans of $8,125,000 through January 2015 is $541,666.80. This cost assumes an interest rate of
two percent which is based on the average LAIF note for the past six quarters plus 1.5%. Watermaster
currently has approximately $1.3M dollars in a reserve which will be sufficient fo cover this expense.

The Agreements will be submitted by Watermaster to the San Bemardino Superior Court {the “Court”)
maintaining continuing jurisdiction over the Judgment with a request that the Court find that the
Agreement constitutes a legal and binding commitment on Watermaster.

Cost of Water:

The loan amount of $8,125,000 with the cost of replenishment water at $423 acre-feet provides the
potential to purchase 19,200 acre-feet of replenishment water. The cost of replenishment water would be
3424 34 acre-feet which is the same amount as the Special Assessment option.

Actions:

July 21, 2011 Advisory Committee — Moved to bring the agreement to provide a loan between Chino
Basin Watermaster and Chino Basin Water Conservation District back in August through the Peol
process, have Watermaster staff provide an explanation on how the interest is going to be paid, and
obtain approval through the Pool process for authorization of the use of the accumulated reserves to
offset monthly interest payments.

July 28, 2011 Watermaster Board —~ Presented to the Board as an informational item only. The Board
requested the item be presented and approved through the normal Pool process.

August 11, 2011 Appropriative Pool - Moved by a majority vote to authorize staff to work on the loan
agreements with the Chino Basin Water Conservation District in an amount not to exceed $5,000,000.00,
with the City of Ontario in an amount not to exceed $2,125,000, with Jurupa Community Services District
in an amount not to exceed $1,000,000 and cther interested Appropriators with the condition that
Watermaster would obtain Advisory Commiliee approval before executing the agreements.

August 11, 2011 Non-Agricultural Pool — Moved to approve staff recommendation and give Poal
direction to its representative at the Watermaster meeting, should a conclusive deal with any party for a
loan in any amount that accomplishes the goal, and allow the representative fo vote in favor of it.

August 11, 2011 Agricultural Pool — Moved io approve unanimously.

August 18, 2011 Advisory Committee — Moved by majority vote 8 (yes) and 5 (no) to approve for
Watermaster to provide the opportunity for City of Ontario, Jurupa Community Services District, or other
parties to pre-purchase available water for desalter replenishment purposes subject to existing storage
agreements.

August 25, 2011 Watermaster Board —
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AGREEMENT TO PROVIDE LOAN

This Agreement to Provide Loan (“Agreement”) is made as of this day of July,
2011, by and between Chino Basin Water Conservation District (the “District™), and Chino
Basin Watermaster (the “Watermaster™).

RECITALS

A. Watermaster is the entity appointed by the Court maintaining continuing
jurisdiction over the case Chino Basin Municipal Water District v. City of Chino, San
Bernardino Superior Court Case No. RCV 51010 ("Judgment"), whose purpose 1s to administer
the terms of the Judgment.

B. District is a California Water Conservation District organized under

C. Watermaster desires to purchase replenishment water from the Metropolitan
Water District of Southern California ("MWD") in order to augment the basin’s water supply to
satisfy Desalter replenishment obligations of the parties to the Judgment.

D. Under the Judgment, Watermaster collects revenue to purchase replenishment

water on a yearly basis based on pumping by parties to the Judgment that incur a replenishment
obligation.

E. - Watermaster desires to borrow, and District desires to assist Watermaster by
lending to Watermaster, an amount in cash not to exceed $5,000,000 (the “Loan”) in order to
accomplish the purchase of water from MWD.

F. Under Paragraph 24 of the Judgment, "Watermaster may borrow from time to
time amounts not exceeding the annual anticipated receipts of Watermaster during such year.,"

NOW THEREFORE, IN CONSIDERATION of the mutual agreements, obligations,
and representations, and in further consideration for the making of the Loan, Watermaster and
District hereby agree as follows:

1. Loan. Subject to the terms and conditions of this Agreement, District hereby
agrees to lend the Watermaster up to Five Million Dollars (85,000,000.00) at a variable interest
rate equivalent to the monthly Tocal Agency Investment Fund interest rate plus One and One-
Half Percent (1.5%) simple interest per annum as more detailed in the attached Promissory Note
(the “Note”, Exhibit A to this Agreement). As more fully set forth in the Note, the terms of the
Loan shall include the following:

i.1 Interest shall be paid monthly. Interest shall be calculated on the basis of
a 30-day month and a 360-day vear.

1.2 The Note will provide that all outstanding principal shall be due and
payable on January 15, 2015.
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. Security. Subject to the terms and conditions of this Agreement, in conjunction
with the Note, Watermaster hereby agrees to pledge assessment revenue received from
replenishment assessments levied by Watermaster (“Pledged Revenues™), which agreement
shall be in the form of the Security Agreement attached hereto as Exhibit B (the “Security
Agreement”), and shall make payments due under the Note from the Pledged Revenues and any
other legally available source. No new debt will be issued with a priority on parity or senior to
the Loan. Any assessments necessary to pay such Loan shall be levied by Watermaster.
Watermaster shall levy replenishment assessments upon every acre-foot of water that incurs a
- replenishment assessment in an amount sufficient to account for both the principal and interest
on money borrowed to purchase that water. If by November 15, 2014, Watermaster has not
collected replenishment assessments to meet its commitment for full repayment, then by
December 15, 2014, Watermaster will levy a special assessment in an amount sufficient to meet
the repayment obligations due on January 15, 2015.

3. Use of Loan Proceeds. Watermaster hereby covenants and agrees that the
proceeds from the Loan shall only be used to pay invoices from the Inland Empire Utilities
Agency ("IEUA™) for replenishment water purchased by IEUA from MWD and the Water
Facilities Authority for treatment charges.

4, Distribution of T.oan Proceeds. Funds will be made available by the District
within three days of demand from Watermaster, but shall only be distributed as invoices are
received from IEUA for the water and only in the amount of such invoices.

5. Watermaster Records. Watermaster covenants to keep proper books and financial
records, in accordance with accepted practices for similar issuers, and to make such books and
records available for reasonable inspection by District. Watermaster shall also provide the
following financial information and statements in form and content acceptable to District:

| Within 240 days of fiscal year end, a copy of Watermaster’s CPA audited
financial statement.

5.2 Within 90 days after the end of each interim six-month period (the first
six-month period ending on December 31, 2011), a copy of Watermaster’s unaudited financial
statements for the six months then ended.

5.3 Within 90 days after the beginning of the fiscal year being budgeted, a
budget for the new fiscal year.

5.4  Such other financial information as may be reasonably requested by the
District from time to time.

6. Court Approval; Deliverables.  This Agreement shall be submitted by
Watermaster to the San Bemnardino Superior Court (the “Court”) maintaining continuing
jurisdiction over the Judgment with a request that the Court find that the Agreement constitutes a
legal and binding commitment on Watermaster. Such approval shall act as a condition precedent
to the execution by the parties of the Note and the Security Agreement. Within __ days of
receiving Court approval, the parties shall execute and deliver the Note and the Security
Agreement in the forms attached hereto.
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7. Representations and Warranties. Watermaster represents and warrants that it
knows of no existing or threatened litigation the results of which, if adversely determined, would
have a material adverse effect upon Watermaster's ability to fulfill its obligations under this
Agreement.

8. Term. This Agreement shall commence on the date set forth above and remain in
full force and effect throughout the term of the Loan.

9. Governing Law. This Agreement and any exhibits referenced herein shall be
interpreted under and be governed by the laws of the State of California. Any dispute arising
under this Agreement shall be subject to the jurisdiction of the Court maintaining continuing
jurisdiction over the Judgment.

10.  Time. Time is of the essence in this Agreement.

11. Notices. Formal notices, demands and communications between Watermaster
and District shall be sufficiently given and shall not be deemed given unless dispatched by
registered or certified mail, postage prepaid, return receipt requested, or delivered personally, to
the principal offices of Watermaster and District as follows:

DISTRICT:

WATERMASTER: Chino Basin Watermaster
c/o Mr. Desi Alvarez
8632 San Bernardino Road
Cucamonga, CA

12.  Relationship of Parties. The relationship of Watermaster and the District under
this Agreement is and at all times shall remain solely that of a debtor and a creditor, and shall not
be construed as a joint venture, equity venture, partnership, or any other relationship, except as
otherwise may be agreed to by the parties. The District neither undertakes nor assumes any
responsibility or duty to Watermaster (except as provided for herein} or any third party.

13.  Assignment: Binding Nature. This Agreement and the rights granted herein are
personal to the District and the Watermaster and may not be exercised or assigned voluntarily or
involuntarily by or to any person or entity other than the District and the Watermaster, and shall
terminate and be of no further force or effect upon any assignment. All provisions of this
Agreement shall be binding upon and inure to the benefit of the administrators, successors-in-
interest, transferees, and permitted assigns of each of the parties; provided, however, that except
as otherwise permitted in this Agreement, this section does not waive the prohibition on

assignment of this Agreement by the District or the Watermaster without the District’s or the
Watermaster's consent.
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14, Waiver. Any waiver by the District of any obligation in this Agreement must be
in writing. No waiver will be implied from any delay or failure by the District to take action on
any breach or default of Watermaster or to pursue any remedy allowed under the Agreement or
applicable law. Any extension of time granted to Watermaster to perform any obligation under
this Agreement shall not operate as a waiver or release from any of its obligations under this
Agreement. Consent by the District to any act or omission by Watermaster shall not be construed
to be a consent to any other or subsequent act or omission or to waive the requirement for the
District's written consent to future waivers.

15.  Entire Agreement; Amendment. This Agreement including exhibits referenced
herein contain the entire agreement of the parties and supersede any and all prior negotiations
with respect to the subject matter hereof. Any amendments or modifications to this Agreement
must be in writing, and shall be made only if executed by both Watermaster and the District.

6. Other Agreements, Watermaster represents that it has not entered into any
agreements that are inconsistent with the terms of this Agreement. Further, Watermaster shall
not enter into any agreements that are inconsistent with the terms of this Agreement without an
express waiver by the District in writing.

17.  Severability. Every provision of this Agreement is intended to be severable. If
any provision of this Agreement shall be held invalid, illegal, or unenforceable by a court of
competent jurisdiction, the validity, legality, and enforceability of the remaining provisions shall
not in any way be affected or impaired.

18.  Attorneys' Fees. If any legal proceeding (lawsuit, arbitration, etc.) including an
action for declaratory relief, is brought to enforce or interpret the provisions of this Agreement,
each party shall bear its own costs.

IN WITNESS WHEREQOF, the parties have executed this Agreement as of the date first
written above.

DISTRICT

By:

WATERMASTER

By:

Desi Alvarez, CEO

Exhibit A:  Form of Promissory Note
Exhibit B: Form of Security Agreement
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Chino Basin Water Conservation District Not to Exceed $5,000,000

SECURED PROMISSORY NOTE

T Evidence of Obligation. For value received, this Promissory Note (the “Note™)
is given by Chino Basin Watermaster (“Borrower”) to Chino Basin Water Conservation
District (“Lender”), to evidence that certain obligation by Borrower to pay to Lender a
principal amount not to exceed Five Million Dollars ($5,000,000.00).

2, Payment Covenant. For value received, Borrower promises to pay to Lender at
Cucamonga, California, or at such other place as may be designated in writing by Lender,
or to its order, a principal amount not to exceed Five Million Dollars ($5,000,000.00)
plus Interest (as defined below in Section 3), as provided herein.

3. Use of Proceeds; Principal Amount. The principal shall only be used by
Borrower to pay invoices from the Inland Empire Utilities Agency (“IEUA™) for
replenishment water purchased by IEUA from the Metropolitan Water District of
Southern California and the Water Facilities Authority for treatment charges. The
amount of the principal of this Note shall be determined as follows but shall not exceed
$5,000,000.00: Funds shall be transferred by Lender to Borrower within three (3) days of
written demand by Borrower to Lender, provided that such written demand include the
invoices received by Borrower from IEUA, and provided further that the amount of the
funds transferred by Lender to Borrower shall be an amount equal to the amount of such
invoices.

4. Interest. Interest on the outstanding principal balance due under this Note shall
accrue commencing on the date of this Note at a variable rate equal to the monthly Local
Agency Investment Fund interest rate plus One and One-Half Percent (LAIF + 1.5%)
simple interest per annum based on a 30-day month and a 360-day year (the “Interest™).
The Interest shall be paid monthly commencing on

5. Maturity. The entire amount of unpaid principal, plus all accrued and unpaid
Interest and any costs or fees owing under this Note shall be due and payable in full on
January 15, 2015.

6. Prepayment. Borrower reserves the right at any time, and from time to time, to
prepay all or any portion of the amounts outstanding hereunder without penalty or
premium.

A Default; Acceleration. If an Event of Default (as defined below) occurs under
this Note, then Lender may, at its sole option, declare all sums owing under this Note
immediately due and payable, and all amounts owing hereunder shall be automatically
due and payable subject to any requirements as specified below.

Each of the following shall constitute an “Event of Default™:

(a) Failure of Borrower to pay when due principal or accrued interest under
this Note within thirty (30) days of any due date;
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, 2011

(b) A custodian, trustee, receiver, or agent is appointed or takes possession of
substantially all of the assets of Borrower;

(c) Any attachment, execution, or other writ is levied on all or substantially all
of the assets of the Borrower;

(d)  Any default under the terms of the Security Agreement executed
concurrently herewith by Borrower.

8. Application of Payments. Any payment when made shall be credited first on the
accrued interest then due, and the remainder on the principal payable under this Note.
Interest shall thereupon cease on the amount so credited on the principal sum.

9. No Waivers. No previous waiver and no failure or delay by Lender in acting
with respect to the terms of this Note shall constitute a waiver of any breach, default, or
failure of condition under this Note or the obligations secured thereby. A waiver of any
term of this Note or of any of the obligations secured thereby must be made in writing
and shall be limited to the express written terms of such waiver.

10.  Usury. All agreements between Borrower and Lender are expressly limited, so
that in no event or contingency whatsoever, whether by reason of the advancement of the
proceeds of this Note, acceleration of maturity of the unpaid principal balance, or
otherwise, shall the amount paid or agreed to be paid to Lender for the use, forbearance,
or detention of the money to be advanced under this Note exceed the highest lawful rate
permissible under applicable usury laws. If, under any circumstances whatsoever, Lender
shall ever receive as interest an amount that exceeds the highest lawful rate, the amount
that would be excessive interest shall be applied to the reduction of the unpaid principal
balance under this Note and not to the payment of interest, or, if such excessive interest
exceeds the unpaid balance of principal under this Note, such excess shall be refunded to
Borrower.

11.  Time of the Essence; Dates. Time is of the essence of this Note. In the event
that any date specified in this Note falls on Saturday, Sunday or a public holiday, such
date shall be deemed to be the succeeding day on which the public agencies and major
banks are open for business.

12. Governing Law and Venue. This Note shall be construed and enforced in
accordance with the laws of the State of California. The venue for any proceedings under
this Note shall be a court of competent jurisdiction in the County of San Bernardino,
State of California.

13. Parties in Interest. This Note shall bind Borrower and its successors, heirs and
assigns. This Note shall not be assigned or fransferred by Lender without the express
prior written consent of Borrower, except by operation of law.

14, Severability. If any provision in this Note is held invalid or unenforceable by
any court of competent jurisdiction, the other provisions of this Note will remain in full
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force and effect. Any provision of this Note held invalid or unenforceable only in part or
degree will remain in full force and effect the extent not held invalid or unenforceable.

15.  Attorneys’ Fees. If any legal proceeding (lawsuit, arbitration, etc.) including an
action for declaratory relief, is brought to enforce or interpret the provisions of this Note,
each party shall bear its own costs.

IN WITNESS WHEREOQF, Borrower has executed this Note as set forth below.

BORROWER:

Chino Basin Watermaster

Desi Alvarez, CEO

Address;
8632 San Bernardino Road
Cucamonga, CA
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SECURITY AGREEMENT

This Security Agreement (“Agreement™) i1s made and entered into on this day of

, 2011, by and between Chino Basin Water Conservation District (the “District™)

and Chino Basin Watermaster (“Watermaster”) (each a “Party” and collectively, the “Parties™)
with reference to the following facts and intentions:

A. Watermaster is the entity appointed by the Court maintaining continuing
jurisdiction over the case Chino Basin Municipal Water District v. City of Chino, San
Bernardine Superior Court Case No. RCV 51010 (“Judgment™), whose purpose is to administer
the terms of the Judgment.

B. District is a California Water Conservation District organized under

C. The Parties entered into that certain Agreement to Provide Loan dated

, 2011 (the “Loan Agreement”), and the approval of the Court as set forth in Section
6 of the Loan Agreement has been obtained.

D. In conjunction with the Secured Promissory Note executed by Watermaster
concurrently herewith (the “Note”), Watermaster agrees to grant the District a security interest in
the assessment revenue received from replemshment assessments levied by Watermaster, as
more fully described herein.

NOW, THEREFORE, in consideration of the mutual promises, covenants, and
agreements hereinafter set forth, and for other good and valuable consideration (the

receipt and sufficiency of which are hereby acknowledged), THE PARTIES AGREE AS
FOLLOWS:

1. Incorporation by Reference; Defined Terms. The above Recitals and Exhibits
hereto are incorporated herein by this reference. Any term used but not defined in this
Agreement shall have the meaning given such term in the Loan Agreement or the Note.

2. Grant of Security Interest. Watermaster grants to the District a security interest
in the assessment revenue received by Watermaster from replenishment assessments levied by
Watermaster (the “Pledged Revenues™), to secure performance and payment by Watermaster to
the District under the Note.

3. No Senior Debt. Watermaster agrees that for the term of the Note, Watermaster
shall not issue any debt with a priority on parity with or senior to the Note, and shall not pledge,
lien or encumber the Pledged Revenues for the term of the Note.

4. Representations, Warranties and Covenants. Watermaster represents, warrants
and covenants that it will execute documents and take such other actions and do such other
things, all as the District may from reasonably require from time to time, to establish, perfect and
maintain a valid security interest and lien in the Pledged Revenues;

5. Events of Default. Watermaster will be in default on the occurrence of any one
of the following events or conditions (each, an “Event of Default™):
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a. Watermaster’s failure to perform any of the obligations, covenants, terms
or conditions contained or referred to in this Agreement or the Note;

b. Watermaster’s breach of any warranty, representation or statement
contained or referred to in this Agreement or the Note.

6. Remedies of the District. When an Event of Default occurs, the District shall
provide written notice to Watermaster of the Event of Default and the reasons therefore (“Notice
of Default”). Watermaster may object in writing within five (5) days of receipt of Notice of
Default, and the parties shall meet and confer in good faith to resolve any dispute. If the parties
arc unable to resolve such dispute within 30 days then the dispute will be resolved by motion to
the Court maintaining continuing jurisdiction over the Judgment. The rights, powers and
remedies of the District in this Agreement shall be in addition to all rights, powers and remedies
given by law and are cumulative. The exercise of any one or more of the rights, powers and
remedies provided in this Agreement shall not be construed as a waiver of any other rights,
powers and remedies of the District.

7. Termination of Agreement. This Agreement, and Watermaster’s duties and
obligations under this Agreement, will continue in effect and only terminate when Watermaster
completes performance of the obligations and duties under the terms and conditions of the Note.

8. General Provisions.

a. Recitals. The recitals set forth at the beginning of this Agreement of any
matters or facts shall be conclusive proof of their truthfulness and the terms and conditions stated
in the recitals, if any, shall be deemed a part of this Agreement.

b. Other Instruments. The parties shall, whenever and as often as
reasonably requested by the other party, execute, acknowledge and deliver or cause to be
executed, acknowledged and delivered any and all documents and instruments as may be
necessary, expedient or proper in the reasonable opinion of the requesting party to carry out the
intent and purposes of this Agreement, provided that the requesting party shall pay the cost and
expense of the further instruments or documents (except that ecach party shall pay its own
attorneys' fees).

c. Construction. The provisions of this Agreement should be liberally
construed to effectuate its purposes. The language of this Agreement shall be construed simply
according to its plain meaning and shall not be construed for or against either party, as each party
has participated in the drafting of this Agreement and had the opportunity to have their counsel
review it.

d. Date and Delivery of Agreement. Notwithstanding anything to the
contrary contained in this Agreement, the Parties intend that this Agreement shall be deemed
effective, executed, and delivered for all purposes under this Agreement as of the date stated on
the first page of this Agreement.

e. Captions, Headings, Exhibits and Abbreviations. The captions and
headings of this Agreement are for convenience only and have no force or effect in the
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interpretation or construction of this Agreement. Words indicated in parenthesis signify an
abbreviation for the previous set of words or terms, so that when the abbreviation is used within
the Agreement, it shall have the same meaning as a full restatement of the words or terms. All
recitals first stated above and all exhibits attached to this Agreement are incorporated by this
reference as though fully stated in this Agreement.

f. Severability. If any term, provision, covenant or condition of this
Agreement shall be or become illegal, null, void or against public policy, or shall be held by any
court of competent jurisdiction to be illegal, null or void or against public policy, shall be
modified or changed by the parties to the extent possible to carry out the intentions and directives
stated in this Agreement. The remaining provisions of this Agreement shall remain in full force
and effect and shall not be affected, impaired or invalidated thereby.

g. Counterparts. This agreement may be executed in any number of
counterparts, each of which shall be an original, but all of which shall constitute one and the
same instrument.

h. Successors and Assigns. This Agreement shall be binding on and shall
inure to the benefit of the parties and their respective heirs, legal representatives, successors and
permitted assigns, except as restricted by this Agreement.

i. No Assigninent. Watermaster shall not voluntarily or by operation of law
assign, hypothecate, give, transfer, mortgage, sublet, license, or otherwise transfer or encumber
all or any part of its rights, duties, or other interests in this Agreement without the District’s prior
written consent. Any attempt to do so in violation of this provision shall be a material default
under this Agreement and shall be null and void.

j- Waiver. No waiver of any provision or consent to any action shall
constitute a waiver of any other provision or consent to any other action, whether or not similar.
No waiver or consent shall constitute a continuing waiver or consent or commit a party to
provide a waiver in the future except to the extent specifically stated in writing. Any waiver
given by a party shall be null and void if the party requesting such waiver has not provided a full
and complete disclosure of all material facts relevant to the waiver requested. No waiver shall be
binding unless executed in writing by the party making the waiver.

k. Governing Law, Jurisdiction and Venue. The validity and
interpretation of this Agreement and any ancillary documents shall be governed by the laws of
the State of California without giving effect to the principles of conflict of laws. The parties
agree that any state court located in San Bernardino County shall have personal jurisdiction over
the parties hereto and over any case or controversy related in any manner this Agreement and
shall be the exclusive forum in which to adjudicate such case or controversy. Any final
judgment rendered against a party in any action or proceeding shall be conclusive as to the
subject of such final judgment and may be enforced in other jurisdictions in any manner
provided by law.

L Notices. Formal notices, demands and communications between
Watermaster and the District shall be sufficiently given and shall not be deemed given unless
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dispatched by registered or certified mail, postage prepaid, return receipt requested, or delivered
personally, to the principal offices of Watermaster and the District as follows:

DISTRICT:
WATERMASTER: Chino Basin Watermaster
c/o Mr. Desi Alvarez
8632 San Bernardino Road
Cucamonga, CA
m, Attornevs' Fees. If any legal or equitable proceeding (lawsuit,

arbitration, etc.), including an action for declaratory relief, related in any manner to this
Agreement is brought, each party shall bear its own costs in the resolution of such dispute.

. Authorizations. All individuals executing this and other documents on
behalf of the respective parties certify and warrant that they have the capacity and have been
duly authorized to so execute the documents on behalf of the entity so indicated. Each signatory
shall also indemnify the other parties to this Agreement, and hold them harmless, from any and
all damages, costs, attorneys' fees, and other expenses, if the signatory is not so authorized.

0. Entire Agreement and Amendment. In conjunction with the matters
considered herein, this Agreement contains the entire understanding and agreement of the parties
and both parties acknowledge that they have not relied on any promises, representations,
agreements, warranties or undertakings by any of the parties, either oral or written, of any
character or nature binding except as stated in this Agreement. This Agreement supersedes, and
its terms govern, all prior or contemporaneous proposals, agreement or other communications
between the parties, oral or written, regarding this subject matter. This Agreement may be
altered, amended or modified only by an instrument in writing explicitly referencing this
Agreement, executed by the parties to this Agreement and by no other means. Each party waives
their right to claim, contest or assert that this Agreement was modified, canceled, superseded or
changed by any oral agreement, course of conduct, waiver or estoppel.

IN WITNESS WHEREOF, the parties hereto have executed this Security Agreement on
the date first above written.

CHINO BASIN WATER CONSERVATION CHINO BASIN WATERMASTER
DISTRICT

By: By:

Desi Alvarez, CEO
Its:
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AGREEMENT TO PROVIDE LOAN -

This Agreement to Provide Loan (“Agreement”) is made as of this day of July,
2011, by and between City of Ontario (the “City”) and Chino Basin Watermaster (the
“Watermaster™).

RECITALS

A Watermaster is the entity appointed by the Court maintaining continuing
jurisdiction over the case Chino Basin Municipal Water District v. City of Chino, San
Bernardino Superior Court Case No. RCV 51010 ("Judgment"), whose purpose is to administer
the terms of the Judgment.

B. City 1s a charter City organized under

C. Watermaster desires to purchase replenishment water from the Metropolitan
Water District of Southern California ("MWD") in order to augment the basin’s water supply to
satisfy Desalter replenishment obligations of the parties to the Judgment.

D. Under the Judgment, Watermaster collects revenue to purchase replenishment

water on a yearly basis based on pumping by parties to the Judgment that incur a replenishment
obligation.

E. Watermaster desires to borrow, and City desires to assist Watermaster by lending
to Watermaster, an amount in cash not to exceed $2,150,000 (the “Loan™) in order to accomplish
the purchase of water from MWD.

F. Under Paragraph 24 of the Judgment, "Watermaster may borrow from time to
time amounts not exceeding the annual anticipated receipts of Watermaster during such year."

NOW THEREFORE, IN CONSIDERATION of the mutual agreements, obligations,
and representations, and in further consideration for the making of the Loan, Watermaster and
City hereby agree as follows:

1. Loan. Subject to the terms and conditions of this Agreement, City hereby agrees
to lend the Watermaster up to Two Million One Hundred Fifty Thousand Dollars
($2,150,000.00) at a variable interest rate equivalent to the monthly Local Agency Investment
Fund interest rate plus One and One-Half Percent (1.5%) simple interest per annum as more
detailed in the attached Promissory Note (the “Note”, Exhibit A to this Agreement). As more
fully set forth in the Note, the terms of the Loan shall include the following:

1.1 Interest shall be paid monthly. Interest shall be calculated on the basis of
a 30-day month and a 360-day year.

1.2 The Note will provide that all outstanding principal shall be due and
payable on January 15, 2015.
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2. Security. Subject to the terms and conditions of this Agreement, in conjunction
with the Note, Watermaster hereby agrees to pledge assessment revenue received from
replenishment assessments levied by Watermaster (“Pledged Revenues™), which agreement
shall be in the form of the Security Agreement attached hereto as Exhibit B (the “Security
Agreement”), and shall make payments due under the Note from the Pledged Revenues and any
other legally available source. Any assessments necessary to pay such Loan shall be levied by
Watermaster. Watermaster shall levy replenishment assessments upon every acre-foot of water
that incurs a replenishment assessment in an amount sufficient to account for both the principal
and interest on money borrowed to purchase that water. If by November 15, 2014, Watermaster
has not collected replenishment assessments to meet its commitment for full repayment, then by
December 15, 2014, Watermaster will levy a special assessment in an amount sufficient to meet
the repayment obligations due on January 15, 2015.

3. Use of Loan Proceeds. Watermaster hereby covenants and agrees that the
proceeds from the Loan shall only be used to pay invoices from the Inland Empire Utilities

Agency ("IEUA") for replenishment water purchased by IEUA from MWD and the Water
Facilities Authority for treatment charges.

4, Distribution of Loan Proceeds. Funds will be made available by the City within
three days of demand from Watermaster, but shall only be distributed as invoices are received
from IEUA for the water and only in the amount of such invoices.

5. Watermaster Records. Watermaster covenants to keep proper books and financial
records, in accordance with accepted practices for similar issuers, and to make such books and
records available for reasonable inspection by City. Watermaster shall also provide the following
financial information and statements in form and content acceptable to City:

5.1  Within 240 days of fiscal year end, a copy of Watermaster’s CPA audited
financial statement.

5.2 Within 90 days after the end of each interim six-month period (the first
six-month period ending on December 31, 2011), a copy of Watermaster’s unaudited financial
statements for the six months then ended.

5.3  Within 90 days after the beginning of the fiscal year being budgeted, a
budget for the new fiscal year.

5.4  Such other financial information as may be reasonably requested by the
City from time to time.

6. Court Approval; Deliverables.  This Agreement shall be submitted by
Watermaster to the San Bernardino Superior Court (the “Court”) maintaining continuing
jurisdiction over the Judgment with a request that the Court find that the Agreement constitutes a
legal and binding commitment on Watermaster. Such approval shall act as a condition precedent
to the execution by the parties of the Note and the Security Agreement. Within  days of
receiving Court approval, the parties shall execute and deliver the Note and the Security
Agreement in the forms attached hereto.
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7. Representations and Warranties. Watermaster represents and warrants that it
knows of no existing or threatened litigation the results of which, if adversely determined, would

have a material adverse effect upon Watermaster's ability to fulfill its obligations under this
Agreement.

8. Term. This Agreement shall commence on the date set forth above and remain in
full force and effect throughout the term of the Loan.

9. Govemning Law. This Agreement and any exhibits referenced herein shall be
interpreted under and be governed by the laws of the State of California. Any dispute arising
under this Agreement shall be subject to the jurisdiction of the Court maintaining continuing
jurisdiction over the Judgment.

10. Time. Time is of the essence in this Agreement,

11.  Notices. Formal notices, demands and communications between Watermaster
and City shall be sufficiently given and shall not be deemed given unless dispatched by
registered or certified mail, postage prepaid, return receipt requested, or delivered personally, to
the principal offices of Watermaster and City as follows:

CITY:

WATERMASTER: Chino Basin Watermaster
¢/o Mr. Desi Alvarez
8632 San Bernardino Road
Cucamonga, CA

12.  Relationship of Parties. The relationship of Watermaster and the City under this
Agreement is and at all times shall remain solely that of a debtor and a creditor, and shall not be
construed as a joint venture, equity venture, partnership, or any other relationship, except as
otherwise may be agreed to by the parties. The City neither undertakes nor assumes any
responsibility or duty to Watermaster (except as provided for herein) or any third party.

13.  Assignment; Binding Nature. This Agreement and the rights granted herein are
personal to the City and the Watermaster and may not be exercised or assigned voluntarily or
involuntarily by or to any person or entity other than the City and the Watermaster, and shall
terminate and be of no further force or effect upon any assignment. All provisions of this
Agreement shall be binding upon and inure to the benefit of the administrators, successors-in-
interest, transferees, and permitted assigns of each of the parties; provided, however, that except
as otherwise permifted in this Agreement, this section does not waive the prohibition on
assignment of this Agreement by the City or the Watermaster without the City’s or the
Watermaster's consent.
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14. Waiver. Any waiver by the City of any obligation in this Agreement must be in
writing. No waiver will be implied from any delay or failure by the City to take action on any
breach or default of Watermaster or to pursue any remedy allowed under the Agreement or
applicable law. Any extension of time granted to Watermaster to perform any obligation under
this Agreement shall not operate as a waiver or release from any of its obligations under this
Agreement. Consent by the City to any act or omission by Watermaster shall not be construed to
be a consent to any other or subsequent act or omission or to waive the requirement for the City’s
written consent to future waivers.

15.  Entire Agreement: Amendment. This Agreement including exhibits referenced
herein contain the entire agreement of the parties and supersede any and all prior negotiations
with respect to the subject matter hereof. Any amendments or modifications to this Agreement
must be in writing, and shall be made only if executed by both Watermaster and the City.

16.  Other Agreements. Watermaster represents that it has not entered into any
agreements that are inconsistent with the terms of this Agreement. Further, Watermaster shall
not enter into any agreements that are inconsistent with the terms of this Agreement without an
express waiver by the City in writing.

17.  Severability. Every provision of this Agreement is intended to be severable. If
any provision of this Agreement shall be held invalid, illegal, or unenforceable by a court of
competent jurisdiction, the validity, legality, and enforceability of the remaining provisions shall
not in any way be affected or impaired.

18.  Attorneys' Fees. If any legal proceeding (lawsuit, arbitration, ete.} including an
action for declaratory relief, is brought to enforce or interpret the provisions of this Agreement,
each party shall bear its own costs,

IN WITNESS WHEREQOQF, the parties have executed this Agreement as of the date first
written above.

CITY

By:

WATERMASTER

By:

Desi Alvarez, CEO

Exhibit A:  Form of Promissory Note
Exhibit B:  Form of Security Agreement
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City of Ontario Not to Exceed $2,150,000 ,2011

SECURED PROMISSORY NOTE

1. Evidence of Obligation. For value received, this Promissory Note (the “Note™)
is given by Chino Basin Watermaster (“Borrower”) to City of Ontario (“Lender”), to
evidence that certain obligation by Borrower to pay to Lender a principal amount not to
exceed Two Million One Hundred Fifty Thousand Dollars ($2,150,000.00).

2 Payment Covenant. For value received, Borrower promises to pay to Lender at
Ontario, California, or at such other place as may be designated in writing by Lender, or
to its order, a principal amount not to exceed Two Million One Hundred Fifty Thousand
Dollars ($2,150,000.00) plus Interest (as defined below in Section 3), as provided herein.

3. Use of Proceeds; Principal Amount. The principal shall only be used by
Borrower to pay invoices from the Inland Empire Utilities Agency (“IEUA™) for
replenishment water purchased by IEUA from the Metropolitan Water District of
Southern California and the Water Facilities Authority for treatment charges. The
amount of the principal of this Note shall be determined as follows but shall not exceed
$2,150,000.00: Funds shall be transferred by Lender to Borrower within three (3) days of
written demand by Borrower to Lender, provided that such written demand include the
invoices received by Borrower from IEUA, and provided further that the amount of the
funds transferred by Lender to Borrower shall be an amount equal to the amount of such
invoices.

4. Interest. Interest on the outstanding principal balance due under this Note shall
accrue commencing on the date of this Note at a variable rate equal to the monthly Local
Agency Investment Fund interest rate plus One and One-Half Percent (LAIF + 1.5%)
simple interest per annum based on a 30-day month and a 360-day year (the “Interest™).
The Interest shall be paid monthly commencing on

5. Maturity. The entire amount of unpaid principal, plus all accrued and unpaid
Interest and any costs or fees owing under this Note shall be due and payable in full on
January 15, 2015.

6. Prepayment. Borrower reserves the right at any time, and from time to time, to
prepay all or any portion of the amounts outstanding hereunder without penalty or
premium.

7. Default; Acceleration. If an Event of Default (as defined below) occurs under
this Note, then Lender may, at its sole option, declare all sums owing under this Note
immediately due and payable, and all amounts owing hereunder shall be automatically
due and payable subject to any requirements as specified below.

Each of the following shall constitute an “Event of Default™:

(a) Failure of Borrower to pay when due principal or accrued interest under
this Note within thirty (30) days of any due date;
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(b) A custodian, trustee, receiver, or agent is appointed or takes possession of
substantially all of the assets of Borrower;

(c) Any attachment, execution, or other writ is levied on all or substantially all
of the assets of the Borrower;

(d) Any default under the terms of the Security Agreement executed
concurrently herewith by Borrower.

8. Application of Payments. Any payment when made shall be credited first on the
accrued interest then due, and the remainder on the principal payable under this Note.
Interest shall thereupon cease on the amount so credited on the principal sum.

9. No Waivers. No previous waiver and no failure or delay by Lender in acting
with respect to the terms of this Note shall constitute a waiver of any breach, default, or
failure of condition under this Note or the obligations secured thereby. A waiver of any
term of this Note or of any of the obligations secured thereby must be made in writing
and shall be limited to the express written terms of such waiver.

10.  Usury. All agreements between Borrower and Lender are expressly limited, so
that in no event or contingency whatsoever, whether by reason of the advancement of the
proceeds of this Note, acceleration of maturity of the unpaid principal balance, or
otherwise, shall the amount paid or agreed to be paid to Lender for the use, forbearance,
or detention of the money to be advanced under this Note exceed the highest lawful rate
permissible under applicable usury laws. If, under any circumstances whatsoever, Lender
shall ever receive as interest an amount that exceeds the highest lawful rate, the amount
that would be excessive interest shall be applied to the reduction of the unpaid principal
balance under this Note and not to the payment of interest, or, 1f such excessive interest
exceeds the unpaid balance of principal under this Note, such excess shall be refunded to
Borrower.

11.  Time of the Essence; Dates. Time is of the essence of this Note. In the event
that any date specified in this Note falls on Saturday, Sunday or a public holiday, such
date shall be deemed to be the succeeding day on which the public agencies and major
banks are open for business.

12. Governing L.aw _and Venue. This Note shall be construed and enforced in
accordance with the laws of the State of California. The venue for any proceedings under
this Note shall be a court of competent jurisdiction in the County of San Bernardino,
State of California.

13. Parties in Interest. This Note shall bind Borrower and its successors, heirs and
assigns. This Note shall not be assigned or transferred by Lender without the express
prior written consent of Borrower, except by operation of law.

14.  Severability. If any provision in this Note is held invalid or unenforceable by
any court of competent jurisdiction, the other provisions of this Note will remain in fall
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force and effect. Any provision of this Note held invalid or unenforceable only in part or
degree will remain in full force and effect the extent not held invalid or unenforceable.

15. Attorneys’ Fees. If any legal proceeding (lawsuit, arbitration, etc.) including an
action for declaratory relief, is brought to enforce or interpret the provisions of this Note,
each party shall bear its own costs.

IN WITNESS WHEREQT, Borrower has executed this Note as set forth below.

BORROWLER:

Chino Basin Watermaster

Desi Alvarez, CEO

Address:
8632 San Bernardino Road
Cucamonga, CA
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SECURITY AGREEMENT

This Security Agreement (“Agreement”) is made and entered into on this  day of

, 2011, by and between City of Ontario (the “City”) and Chino Basin Watermaster

(“Watermaster™) (each a “Party” and collectively, the “Parties™) with reference to the
following facts and intentions:

A. Watermaster is the entity appointed by the Court maintaining continuing
jurisdiction over the case Chino Basin Municipal Water District v. City of Chino, San
Bernardino Superior Court Case No. RCV 51010 (“Judgment”), whose purpose is to administer
the terms of the Judgment.

B.  City is a Charter city organized under

C. The Parties entered into that certain Agreemen{ to Provide Loan dated
, 2011 (the “Loan Agreement™), and the approval of the Court as set forth in Section
6 of the Loan Agreement has been obtained.

D. In conjunction with the Secured Promissory Note executed by Watermaster
concurrently herewith (the “Note”), Watermaster agrees to grant the City a security interest in
the assessment revenue received from replenishment assessments levied by Watermaster, as
more fully described herein.

NOW, THEREFORE, in consideration of the mufual promises, covenants, and
agreements hereinafter set forth, and for other good and valuable consideration (the

receipt and sufficiency of which are hereby acknowledged), THE PARTIES AGREE AS
FOLLOWS:

1. Incorporation by Reference; Defined Terms. The above Recitals and Exhibits
hereto are incorporated herein by this reference. Any term used but not defined in this
Agreement shall have the meaning given such term in the Loan Agreement or the Note.

2. Grant of Security Interest. Watermaster grants to the District a security interest
in the assessment revenue received by Watermaster from replenishment assessments levied by
Watermaster (the “Pledged Revenues™), to secure performance and payment by Watermaster to
the District under the Note. .

3. Representations, Warranties and Covenants. Watermaster represents, warrants
and covenants that it will execute documents and take such other actions and do such other
things, all as the District may from reasonably require from time to time, to establish, perfect and
maintain a valid security interest and lien in the Pledged Revenues;

4. Events of Default. Watermaster will be in default on the occurrence of any one
of the following events or conditions (each, an “Event of Default™):

a. Watermaster’s failure to perform any of the obligations, covenants, terms
or conditions contained or referred to in this Agreement or the Note;
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b. Watermaster’s breach of any warranty, representation or statement
contained or referred to in this Agreement or the Note.

5. Remedies of the City. When an Event of Default occurs, the City shall provide
written notice to Watermaster of the Event of Default and the reasons therefore (“Notice of
Default”). Watermaster may object in writing within five (5) days of receipt of Notice of
Default, and the parties shall meet and confer in good faith to resolve any dispute. If the parties
are unable to resolve such dispute within 30 days then the dispute will be resolved by motion to
the Court maintaining continuing jurisdiction over the Judgment. The rights, powers and
remedies of the City in this Agreement shall be in addition to all rights, powers and remedies
given by law and are cumulative. The exercise of any one or more of the rights, powers and
remedies provided in this Agreement shall not be construed as a waiver of any other rights,
powers and remedies of the District.

6. Termination of Agreement. This Agreement, and Watermaster’s duties and
obligations under this Agreement, will continue in effect and only terminate when Watermaster
completes performance of the obligations and duties under the terms and conditions of the Note.

7. General Provisions.

a. Recitals. The recitals set forth at the beginning of this Agreement of any
matters or facts shall be conclusive proof of their truthfulness and the terms and conditions stated
in the recitals, if any, shall be deemed a part of this Agreement.

b. Other Instruments. The parties shall, whenever and as often as
reasonably requested by the other party, execute, acknowledge and deliver or cause to be
executed, acknowledged and delivered any and all documents and instruments as may be
necessary, expedient or proper in the reasonable opinion of the requesting party to carry out the
intent and purposes of this Agreement, provided that the requesting party shall pay the cost and

expense of the further instruments or documents (except that each party shall pay its own
attorneys' fees).

c. Construction. The provisions of this Agreement should be liberally
construed to effectuate its purposes. The language of this Agreement shall be construed simply
according to its plain meaning and shall not be construed for or against either party, as each party

has participated in the drafting of this Agreement and had the opportunity to have their counsel
review it.

d. Date_and Delivery of Agreement. Notwithstanding anything to the
contrary contained in this Agreement, the Parties intend that this Agreement shall be deemed
effective, executed, and delivered for all purposes under this Agreement as of the date stated on
the first page of this Agreement.

e. Captions, Headings, Exhibits and Abbreviations. The captions and
headings of this Agreement are for convenience only and have no force or effect in the
interpretation or construction of this Agreement. Words indicated in parenthesis signify an
abbreviation for the previous set of words or terms, so that when the abbreviation is used within
the Agreement, it shall have the same meaning as a full restatement of the words or terms. All
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recitals first stated above and all exhibits attached to this Agreement are incorporated by this
reference as though fully stated in this Agreement.

f. Severability. If any term, provision, covenant or condition of this
Agreement shall be or become illegal, null, void or against public policy, or shall be held by any
court of competent jurisdiction to be illegal, null or void or against public policy, shall be
modifted or changed by the parties to the extent possible to carry out the intentions and directives
stated in this Agreement. The remaining provisions of this Agreement shall remain in full force
and effect and shall not be affected, impaired or invalidated thereby.

g. Counterparts. This agreement may be executed in any number of
 counterparts, each of which shall be an original, but all of which shall constitute one and the
same instrument.

h. Successors and Assigns. This Agreement shall be binding on and shall
inure to the benefit of the parties and their respective heirs, legal representatives, successors and
permitted assigns, except as restricted by this Agreement.

i No Assignment. Watermaster shall not voluntarily or by operation of law
assign, hypothecate, give, transfer, mortgage, sublet, license, or otherwise transfer or encumber
all or any part of its rights, duties, or other interests in this Agreement without the City’s prior
written consent. Any attempt to do so in violation of this provision shall be a material default
under this Agreement and shall be null and void.

i Waiver. No waiver of any provision or consent to any action shall
constitute a waiver of any other provision or consent to any other action, whether or not similar.
No waiver or consent shall constitute a continuing waiver or consent or commit a party to
provide a waiver in the future except to the extent specifically stated in writing. Any waiver
given by a party shall be null and void if the party requesting such waiver has not provided a full
and complete disclosure of all material facts relevant to the waiver requested. No waiver shall be
binding unless executed in writing by the party making the waiver.

k. Governing Law, Jurisdiction and Venue. The wvalidity and
interpretation of this Agreement and any ancillary documents shall be governed by the laws of
the State of California without giving effect to the principles of conflict of laws. The parties
agree that any state court located in San Bernardino County shall have personal jurisdiction over
the parties hereto and over any case or controversy related in any manner this Agreement and
shall be the exclusive forum in which to adjudicate such case or controversy. Any final
judgment rendered against a party in any action or proceeding shall be conclusive as to the
subject of such final judgment and may be enforced in other jurisdictions in any manner
provided by law. ‘

L. Notices. Formal notices, demands and communications between
Watermaster and the District shall be sufficiently given and shall not be deemed given unless
dispatched by registered or certified mail, postage prepaid, return receipt requested, or delivered
personally, to the principal offices of Watermaster and the District as follows:
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CITY:

WATERMASTER: Chino Basin Watermaster
¢/o Mr. Desi Alvarez
8632 San Bernardino Road
Cucamonga, CA

m. Attorneys' Fees. If any legal or equitable proceeding (lawsuit,
arbitration, etc.), including an action for declaratory relief, related in any manner to this
Agreement is brought, each party shall bear its own costs in the resolution of such dispute.

n. Authorizations. All individuals executing this and other documents on
behalf of the respective parties certify and warrant that they have the capacity and have been
duly authorized to so execute the documents on behalf of the entity so indicated. Each signatory
shall also indemnify the other parties to this Agreement, and hold them harmless, from any and
all damages, costs, attorneys' fees, and other expenses, if the signatory is not so authorized.

0. Entire Agreement and Amendment. In conjunction with the matters
considered herein, this Agreement contains the entire understanding and agreement of the parties
and both parties acknowledge that they have not relied on any promises, representations,
agreements, warranties or undertakings by any of the parties, either oral or written, of any
character or nature binding except as stated in this Agreement. This Agreement supersedes, and
its terms govern, all prior or contemporaneous proposals, agreement or other communications
between the parties, oral or written, regarding this subject matter. This Agreement may be
altered, amended or modified only by an instrument in writing explicitly referencing this
Agreement, executed by the parties to this Agreement and by no other means. Each party waives
their right to claim, contest or assert that this Agreement was modified, canceled, superseded or
changed by any oral agreement, course of conduct, waiver or estoppel.

IN WITNESS WHEREOF, the parties hereto have executed this Security Agreement on
the date first above written.

CITY OF ONTARIO CHINO BASIN WATERMASTER
By: By:
Desi Alvarez, CEO
Tts:
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AGREEMENT TO PROVIDE LOAN

This Agreement to Provide Loan (“Agreement”) is made as of this day of July,
2011, by and between Jurupa Community Services District (the “District”), and Chino Basin
Watermaster (the “Watermaster™).

RECITALS

A. Watermaster is the entity appointed by the Court maintaining continuing
jurisdiction over the case Chino Basin Municipal Water District v. City of Chino, San
Bernardino Superior Court Case No. RCV 51010 ("Judgment"), whose purpose is to administer
the terms of the Judgment.

B. District is a Community Services District organized under

C. Watermaster desires to purchase replenishment water from the Metropolitan
Water District of Southern California ("MWD") in order fo augment the basin’s water supply to
satisty Desalter replenishment obligations of the parties to the Judgment.

D. Under the Judgment, Watermaster collects revenue to purchase replenishment
water on a yearly basis based on pumping by parties to the Judgment that incur a replenishment
obligation.

E. Watermaster desires to borrow, and District desires to assist Watermaster by
lending to Watermaster, an amount in cash not to exceed $1,000,000 (the “Loan”) in order to
accomplish the purchase of water from MWD.

F. Under Paragraph 24 of the Judgment, "Watermaster may borrow from time to
time amounts not exceeding the annual anticipated receipts of Watermaster during such year.”

NOW THEREFORE, IN CONSIDERATION of the mutual agreements, obligations,
and representations, and in further consideration for the making of the Loan, Watermaster and
District hereby agree as follows:

1. Loan. Subject to the terms and conditions of this Agreement, District hereby
agrees to lend the Watermaster up to One Million Dollars ($1,000,000.00) at a variable interest
rate equivalent to the monthly Local Agency Investment Fund interest rate plus One and One-
Half Percent (1.5%) simple interest per annum as more detailed in the attached Promissory Note
(the “Note”, Exhibit A to this Agreement). As more fully set forth in the Note, the terms of the
Loan shall include the following:

1.1 Interest shall be paid monthly. Interest shall be calculated on the basis of
a 30-day month and a 360-day year.

1.2 The Note will provide that all outstanding principal shall be due and
payable on January 15, 2015.
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2. Security. Subject to the terms and conditions of this Agreement, in conjunction
with the Note, Watermaster hereby agrees to pledge assessment revenue received from
replenishment assessments levied by Watermaster (“Pledged Revenues™), which agreement
shall be in the form of the Security Agreement attached hereto as Exhibit B (the “Security
Agreement”), and shall make payments due under the Note from the Pledged Revenues and any
other legally available source. Any assessments necessary to pay such Loan shall be levied by
Watermaster. Watermaster shall levy replenishment assessments upon every acre-foot of water
that incurs a replenishment assessment in an amount sufficient to account for both the principal
and interest on money borrowed to purchase that water. If by November 15, 2014, Watermaster
has not collected replenishment assessments to meet its commitment for full repayment, then by
December 15, 2014, Watermaster will levy a special assessment in an amount sufficient to meet
the repayment obligations due on January 15, 2015.

A, Use of Loan Proceeds. Watermaster hereby covenants and agrees that the
proceeds from the Loan shall only be used to pay invoices from the Inland Empire Utilities

Agency ("IEUA") for replenishment water purchased by TEUA from MWD and the Water
Facilities Authority for treatment charges.

4, Distribution of Loan Proceeds. Funds will be made available by the District
within three days of demand from Watermaster, but shall only be distributed as invoices are
received from IEUA for the water and only in the amount of such invoices.

5. Watermaster Records. Watermaster covenants to keep proper books and financial
records, in accordance with accepted practices for similar issuers, and to make such books and
records available for reasonable inspection by District. Watermaster shall also provide the
following financial information and statements in form and content acceptable to District:

5.1 Within 240 days of fiscal year end, a copy of Watermaster’s CPA audited
financial statement.

5.2 Within 90 days after the end of each interim six-month period (the first
six-month period ending on December 31, 2011), a copy of Watermaster’s unaudited financial
statements for the six months then ended.

5.3 Within 90 days after the beginning of the fiscal year being budgeted, a
budget for the new fiscal year.

5.4  Such other financial information as may be reasonably requested by the
District from time to time.

6. Court Approval; Deliverables.  This Agreement shall be submitted by
Watermaster to the San Bernardino Superior Court (the “Court”) maintaining continuing
jurisdiction over the Judgment with a request that the Court find that the Agreement constitutes a
legal and binding commitment on Watermaster. Such approval shall act as a condition precedent
to the execution by the parties of the Note and the Security Agreement. Within __ days of
receiving Court approval, the parties shall execute and deliver the Note and the Security
Agreement in the forms attached hereto.
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7. Representations and Warranties. Watermaster represents and warrants that it
knows of no existing or threatened litigation the results of which, if adversely determined, would
have a material adverse effect upon Watermaster's ability to fulfill its obligations under this
Agreement.

8. Term. This Agreement shall commence on the date set forth above and remain in
full force and effect throughout the term of the Loan.

9. Governing Law. This Agreement and any exhibits referenced herein shall be
interpreted under and be governed by the laws of the State of California. Any dispute arising
under this Agreement shall be subject to the jurisdiction of the Court maintaining continuing
jurisdiction over the Judgment.

10.  Time. Time is of the essence in this Agreement.

11. Notices. Formal notices, demands and communications between Watermaster
and District shall be sufficiently given and shall not be deemed given unless dispatched by
registered or certified mail, postage prepaid, return receipt requested, or delivered personally, to
the principal offices of Watermaster and District as follows:

DISTRICT:

WATERMASTER: Chino Basin Watermaster
c/o Mr. Desi Alvarez
8632 San Bernardino Road
Cucamonga, CA

12.  Relationship of Parties. The relationship of Watermaster and the District under
this Agreement is and at all times shall remain solely that of a debtor and a creditor, and shall not
be construed as a joint venture, equity venture, partnership, or any other relationship, except as
otherwise may be agreed to by the parties. The District neither undertakes nor assumes any
responsibility or duty to Watermaster (except as provided for herein) or any third party.

13.  Assignment; Binding Nature. This Agreement and the rights granted herein are
personal to the District and the Watermaster and may not be exercised or assigned voluntarily or
involuntarily by or to any person or entity other than the District and the Watermaster, and shall
terminate and be of no further force or effect upon any assignment. All provisions of this
Agreement shall be binding upon and inure to the benefit of the administrators, successors-in-
interest, transferees, and permitted assigns of each of the parties; provided, however, that except
as otherwise permitted in this Agreement, this section does not waive the prohibition on
assignment of this Agreement by the District or the Watermaster without the District’s or the
Watermaster's consent.
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14. Waiver. Any waiver by the District of any obligation in this Agreement must be
in writing. No waiver will be implied from any delay or failure by the District to take action on
any breach or default of Watermaster or to pursue any remedy allowed under the Agreement or
applicable law. Any extension of time granted to Watermaster to perform any obligation under
this Agreement shall not operate as a waiver or release from any of its obligations under this
Agreement. Consent by the District to any act or omission by Watermaster shall not be construed

to be a consent to any other or subsequent act or omission or to waive the requirement for the
District's written consent to future waivers.

15.  Entire Agreement;: Amendment. This Agreement including exhibits referenced
herein contain the entire agreement of the parties and supersede any and all prior negotiations
with respect to the subject matter hereof. Any amendments or modifications to this Agreement
must be in writing, and shall be made only if executed by both Watermaster and the District.

16. Other Agreements. Watermaster represents that it has not entered into any
agreements that are inconsistent with the terms of this Agreement. Further, Watermaster shall

not enter into any agreements that are inconsistent with the terms of this Agreement without an
express waiver by the District in writing.

17. Severability. Every provision of this Agreement is intended to be severable, If
any provision of this Agreement shall be held invalid, illegal, or unenforceable by a court of
competent jurisdiction, the validity, legality, and enforceability of the remaining provisions shall
not in any way be affected or impaired.

18.  Attorneys' Fees. If any legal proceeding (lawsuit, arbitration, etc.) including an
action for declaratory relief, is brought to enforce or interpret the provisions of this Agreement,
each party shall bear its own costs.

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first
written above.

DISTRICT

By:

WATERMASTER

By:
Desi Alvarez, CEO

Exhibit A: Form of Promissory Note
Fxhibit B: Form of Security Agreement
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s 20LT

SECURED PROMISSORY NOTE

1. Evidence of Obligation. For value received, this Promissory Note (the “Note”)
is given by Chino Basin Watermaster (“Borrower”) to Jurupa Community Services
District (“Lender”), to evidence that certain obligation by Borrower to pay to Lender a
principal amount not to exceed One Million Dollars ($1,000,000.00).

2. Payment Covenant. For value received, Borrower promises to pay to Lender at
Mira Loma, California, or at such other place as may be designated in writing by Lender,
or to its order, a principal amount not to exceed One Million Dollars ($1,000,000.00) plus
Interest (as defined below in Section 3), as provided herein.

o]

3. Use of Proceeds; Principal Amount. The principal shall only be used by
Borrower to pay invoices from the Inmland Empire Utilities Agency (“IEUA™) for
replenishment water purchased by IEUA from the Metropolitan Water District of
Southern California and the Water Facilities Authority for treatment charges. The
amount of the principal of this Note shall be determined as follows but shall not exceed
$1,000,000.00: Funds shall be transferred by Lender to Borrower within three (3) days of
written demand by Borrower to Lender, provided that such written demand include the
invoices received by Borrower from IEUA, and provided further that the amount of the
funds transferred by Lender to Borrower shall be an amount equal to the amount of such
invoices.

4. Interest. Interest on the outstanding principal balance due under this Note shall
accrue commencing on the date of this Note at a variable rate equal to the monthly Local
Agency Investment Fund interest rate plus One and One-Half Percent (LAIF + 1.5%)
simple interest per annum based on a 30-day month and a 360-day year (the “Interest™).
The Interest shall be paid monthly commencing on !

5. Maturity. The entire amount of unpaid principal, plus all accrued and unpaid
Interest and any costs or fees owing under this Note shall be due and payable in full on
January 15, 2015.

6. Prepayment. Borrower reserves the right at any time, and from time to time, to
prepay all or any portion of the amounts outstanding hereunder without penalty or
premium.

T Default; Acceleration. If an Event of Default (as defined below) occurs under
this Note, then Lender may, at its sole option, declare all sums owing under this Note
immediately due and payable, and all amounts owing hereunder shall be automatically
due and payable subject to any requirements as specified below.

Each of the following shall constitute an “Event of Default™:

(a) Failure of Borrower to pay when due principal or accrued interest under
this Note within thirty (30) days of any due date;
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(b) A custodian, trustee, receiver, or agent is appointed or takes possession of
substantially all of the assets of Borrower;

(c)  Any attachment, execution, or other writ is levied on all or substantially all
of the assets of the Borrower;

(d) Any default under the terms of the Security Agreement executed
concurrently herewith by Borrower.

8. Application of Payments. Any payment when made shall be credited first on the
accrued interest then due, and the remainder on the principal payable under this Note.
Interest shall thereupon cease on the amount so credited on the principal sum.

9. No Waivers. No previous waiver and no failure or delay by Lender in acting
with respect to the terms of this Note shall constitute a waiver of any breach, default, or
failure of condition under this Note or the obligations secured thereby. A waiver of any
term of this Note or of any of the obligations secured thereby must be made in writing
and shall be limited to the express written terms of such waiver.

10.  Usuary. All agreements between Borrower and Lender are expressly limited, so
that in no event or contingency whatsoever, whether by reason of the advancement of the
proceeds of this Note, acceleration of maturity of the unpaid principal balance, or
otherwise, shall the amount paid or agreed to be paid to Lender for the use, forbearance,
or detention of the money to be advanced under this Note exceed the highest lawful rate
permissible under applicable usury laws. If, under any circumstances whatsoever, Lender
shall ever receive as interest an amount that exceeds the highest lawful rate, the amount
that would be excessive interest shall be applied to the reduction of the unpaid principal
balance under this Note and not to the payment of interest, or, if such excessive interest
exceeds the unpaid balance of principal under this Note, such excess shall be refunded to
Borrower.

11.  Time of the Essence; Dates. Time is of the essence of this Note. In the event
that any date specified in this Note falls on Saturday, Sunday or a public holiday, such
date shall be deemed to be the succeeding day on which the public agencies and major
banks are open for business.

12, Governing FLaw and Venuwe This Note shall be construed and enforced in
accordance with the laws of the State of California. The venue for any proceedings under
this Note shall be a court of competent jurisdiction in the County of San Bernardino,
State of California.

13.  Parties in Interest. This Note shall bind Borrower and its successors, heirs and
assigns. This Note shall not be assigned or transferred by Lender without the express
prior written consent of Borrower, except by operation of law.

14. Severability. If any provision in this Note is held invalid or unenforceable by
any court of competent jurisdiction, the other provisions of this Note will remain in full
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force and effect. Any provision of this Note held invalid or unenforceable only in part or
degree will remain in full force and effect the extent not held invalid or unenforceable.

15.  Attorneys’ Fees. If any legal proceeding (lawsuit, arbifration, ete.) including an
action for declaratory relief, is brought to enforce or interpret the provisions of this Note,
each party shall bear its own costs.

IN WITNESS WHEREQF, Borrower has executed this Note as set forth below.

BORROWER:

Chino Basin Watermaster

Desi Alvarez, CEO

Address:
8632 San Bernardino Road
Cucamonga, CA

$B 585986 v1:008350.0001 3

P111



THIS PAGE
HAS
INTENTIONALLY
BEEN LEFT
BLANK
FOR PAGINATION

P112



SECURITY AGREEMENT

This Security Agreement (“Agreement™) is made and entered into on this  day of

, 2011, by and between Jurupa Community Services District (the “Distriet”) and

Chino Basin Watermaster (“Watermastexr”) (each a “Party” and collectively, the “Parties™)
with reference to the following facts and intentions:

A Watermaster is the entity appointed by the Court maintaining continuing
jurisdiction over the case Chino Basin Municipal Water District v. City of Chino, San
Bernardino Superior Court Case No. RCV 51010 (*Judgment™), whose purpose is to administer
the terms of the Judgment.

B. District is a California Municipal Services organized under

C. The Parties entered into that certain Agreement to Provide Loan dated
, 2011 (the “Loan Agreement”), and the approval of the Court as set forth in Section
6 of the Loan Agreement has been obtained.

D. In conjunction with the Secured Promissory Note executed by Watermaster
concurrently herewith (the “Note™), Watermaster agrees to grant the District a security interest in
the assessment revenue received from replenishment assessments levied by Watermaster, as
more fully described herein.

NOW, THEREFORE, in consideration of the mutual promises, covenants, and
agreements hereinafter set forth, and for other good and valuable consideration (the
receipt and sufficiency of which are hereby acknowledged), THE PARTIES AGREE AS
FOLLOWS:

1. Incorporation by Reference; Defined Terms. The above Recitals and Exhibits
hereto are incorporated herein by this reference. Any term used but not defined in this
Agreement shall have the meaning given such term in the Loan Agreement or the Note,

2. Grant of Security Interest. Watermaster grants to the District a security interest
in the assessment revenue received by Watermaster from replenishment assessments levied by
Watermaster (the “Pledged Revenues™), to secure performance and payment by Watermaster to
the District under the Note.

3. Representations. Warranties and Covenants. Watermaster represents, warrants
and covenants that it will execute documents and take such other actions and do such other
things, all as the District may from reasonably require from time to time, to establish, perfect and
maintain a valid security interest and lien in the Pledged Revenues;

4, Events of Default. Watermaster will be in default on the occurrence of any one
of the following events or conditions (each, an “Event of Default”™):

a. Watermaster’s failure to perform any of the obligations, covenants, terms
or conditions contained or referred to in this Agreement or the Note;
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b. Watermaster’s breach of any warranty, representation or statement
contained or referred to in this Agreement or the Note.

5. Remedies of the District. When an Event of Default occurs, the District shall
provide written notice to Watermaster of the Event of Default and the reasons therefore (“Notice
of Defanlt”). Watermaster may object in writing within five (5) days of receipt of Notice of
Default, and the pariies shall meet and confer in good faith to resolve any dispute. If the parties
are unable to resolve such dispute within 30 days then the dispute will be resolved by motion to
the Court maintaining continuing jurisdiction over the Judgment. The rights, powers and
remedies of the District in this Agreement shall be in addition to all rights, powers and remedies
given by law and are cumulative. The exercise of any one or more of the rights, powers and
remedies provided in this Agreement shall not be construed as a waiver of any other rights,
powers and remedies of the District.

6. Termination of Agreement. This Agreement, and Watermaster’s duties and
obligations under this Agreement, will continue in effect and only terminate when Watermaster
completes performance of the obligations and duties under the terms and conditions of the Note.

7. General Provisions.

a. Recitals. The recitals set forth at the beginning of this Agreement of any
maiters or facts shall be conclusive proof of their truthfulness and the terms and conditions stated
in the recitals, if any, shalil be deemed a part of this Agreement.

b. Other Instruments. The parties shall, whenever and as often as
reasonably requested by the other party, execute, acknowledge and deliver or cause to be
executed, acknowledged and delivered any and all documents and instruments as may be
necessary, expedient or proper in the reasonable opinion of the requesting party to carry out the
intent and purposes of this Agreement, provided that the requesting party shall pay the cost and
expense of the further instruments or documents (except that each party shall pay its own
attorneys' fees).

c. Construction. The provisions of this Agreement should be liberally
construed to effectuate its purposes. The language of this Agreement shall be construed simply
according to its plain meaning and shall not be construed for or against either party, as each party
has participated in the drafting of this Agreement and had the opportunity to have their counsel
review it.

d. Date and Delivery of Agreement. Notwithstanding anything to the
contrary contained in this Agreement, the Parties intend that this Agreement shall be deemed
effective, executed, and delivered for all purposes under this Agreement as of the date stated on
the first page of this Agreement.

e. Captions, Headings, Exhibits and Abbreviations. The captions and
headings of this Agreement are for convenience only and have no force or effect in the
interpretation or construction of this Agreement. Words indicated in parenthesis signify an
abbreviation for the previous set of words or terms, so that when the abbreviation is used within
the Agreement, it shall have the same meaning as a full restatement of the words or terms. All
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recitals first stated above and all exhibits atfached fo this Agreement are incorporated by this
reference as though fully stated in this Agreement.

f. Severability. If any term, provision, covenant or condition of this
Agreement shall be or become illegal, null, void or against public policy, or shall be held by any
court of competent jurisdiction to be illegal, null or void or against public policy, shall be
modified or changed by the parties to the extent possible to carry out the intentions and directives
stated in this Agreement. The remaining provisions of this Agreement shall remain in full force
and effect and shall not be affected, impaired or invalidated thereby.

. Counterparts. This agreement may be executed in any number of
counterparts, each of which shall be an original, but all of which shall constitute one and the
same instrument.

h. Sueccessors and Assigns. 'This Agreement shall be binding on and shall
inure to the benefit of the parties and their respective heirs, legal representatives, successors and
permitted assigns, except as restricted by this Agreement.

i No Assignment. Watermaster shall not voluntarily or by operation of law
assign, hypothecate, give, transfer, morigage, sublet, license, or otherwise transfer or encumber
all or any part of its rights, duties, or other interests in this Agreement without the District’s prior
written consent. Any attempt to do so in violation of this provision shall be a material default
under this Agreement and shall be null and void.

i- Waiver. No waiver of any provision or consent to any action shall
constitute a waiver of any other provision or consent to any other action, whether or not similar.
No waiver or consent shall constitute a continuing waiver or consent or commit a party to
provide a waiver in the future except to the extent specifically stated in writing. Any waiver
given by a party shall be null and void if the party requesting such waiver has not provided a full
and complete disclosure of all material facts relevant o the waiver requested. No waiver shall be
binding unless executed in writing by the party making the waiver.

k. Governing Law, Jurisdiction and Venue, The validity and
interpretation of this Agreement and any ancillary documents shall be governed by the laws of
the State of California without giving effect to the principles of conflict of laws. The parties
agree that any state court located in San Bernardino County shall have personal jurisdiction over
the parties hereto and over any case or controversy related in any manner this Agreement and
shall be the exclusive forum in which to adjudicate such case or controversy. Any final
judgment rendered against a party in any action or proceeding shall be conclusive as to the
subject of such final judgment and may be enforced in other jurisdictions in any manner
provided by law.

1. Notices. Formal notices, demands and communications between
Watermaster and the District shall be sufficiently given and shall not be deemed given unless
dispatched by registered or certified mail, postage prepaid, return receipt requested, or delivered
personally, to the principal offices of Watermaster and the District as follows:
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DISTRICT:

WATERMASTER: Chino Basin Watermaster
¢/o Mr. Desi Alvarez
8632 San Bernardino Road
Cucamonga, CA

m. Attorneys' Fees. If any legal or equitable proceeding (lawsuit,
arbitration, etc.), including an action for declaratory relief, related in any manner to this
Agreement is brought, each party shall bear its own costs in the resolution of such dispute.

n. Authorizations. All individuals executing this and other documents on
behalf of the respective parties certify and warrant that they have the capacity and have been
duly authorized to so execute the documents on behalf of the entity so indicated. Fach signatory
shall also indemnify the other parties to this Agreement, and hold them harmless, from any and
all damages, costs, attorneys' fees, and other expenses, if the signatory is not so authorized.

0. Entire Agreement and Amendment. In conjunction with the matters
considered herein, this Agreement contains the entire understanding and agreement of the parties
and both parties acknowledge that they have not relied on any promises, representations,
agreements, warranties or undertakings by any of the parties, either oral or written, of any
character or nature binding except as stated in this Agreement. This Agreement supersedes, and
its terms govern, all prior or contemporaneous proposals, agreement or other communications
between the parties, oral or written, regarding this subject matter. This Agreement may be
altered, amended or modified only by an instrument in writing explicitly referencing this
Agreement, executed by the parties to this Agreement and by no other means. Each party waives
their right to claim, contest or assert that this Agreement was modified, canceled, superseded or
changed by any oral agreement, course of conduct, waiver or estoppel.

IN WITNESS WHEREOF, the parties hereto have executed this Security Agreement on
the date first above written.

JURUPA COMMUNITY SERVICES CHINO BASIN WATERMASTER
DISTRICT
By: By:
Desi Alvarez, CEO
Its:
SR 585990 v1:008350.0001 4
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CHINO BASIN WATERMASTER

IV. INFORMATION

1.  Cash Disbursements for July 2011
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Water future bright in
Chino Basin

Steven J. Elie, Desi Alvarez and Eunice Ulloa

Created: 08/06/2011 07.06:49 AM PDT

This past year marked a record for putting water
back into the Chino Groundwater Basin.
Following several years of below to average
precipitation, this wet winter provided a
generous amount of storm water that was
captured in the recharge basins and percolated
into the ground.

During the storms of 2011, the Inland Empire
Utilities Agency (IEUA) and Chino Basin Water
Conservation District (CBWCD) were able to
capture and recharge over 17,000 acre-feet of
storm water plus 8,000 acre-feet of recycled
water, both record highs compared to previcus
years. One acre-foot of water can typically serve
two households for an entire year.

The real success is the decade-long partnarship
in local investment for the recycled water,
groundwater and water conservation programs
by I[EUA, Chino Basin Watermaster, CBWCD, San
Bernardino County Flood Control District, and our
local cities and retail water districts. Together t

he improvementis helped achieve a 50 percent
increase in local water supplies and reduce the:
region's dependence on costly imported water
supplies. This invesiment has provided us with
over 170,000 acre-feet of "new" water supplies,

a value of over $110 million when compared to
imported water rates.

On June 1, [EUA's Beard of Directers adopted its
2010 Urban Water Management Plan. The plan,
which is updated every five years, outlines past,
present and future water supplies and demands.
As expected, significant population growth and
new development occurred

CleanPrint :: http://www.dailybulletin.com/editorial/ci 18630064
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within IEUA's service area over the last five
years. However, despite the increase in
population, water use throughout the Chino
Basin is at the same level as it was in the year
2005, reinforcing the value of investing in
conservation and water use efficiency programs.
[EUA anticipates that the region's population will
increase by another 400,000 people over the
next 25 years, giving a total population of over
1.2 million people in iis service area.

We stand ready to meet the challenges this
increase in population will bring.

Much of the decrease in water use can be
attributed to: 1) increased conservation through
water use efficiency programs, such as the
Inland Empire Garden Friendly program; 2)
tripling the use of recycled water for irrigation at
our parks, schools, street medians, etc., and 3)
regionally coordinated water use efficiency
education and public ocutreach programs.

Through these efforis, the Chino Basin is well on
its way to achieving the state's mandatory 20
percent reduction in water use by 2020,

Today's future is bright. With the abundance of
rain this past year, a surplus exists in California's
surface reservoirs, resulling in the state
Department of Water Resources and the
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Metropolitan Water District of Southern
California making available surplus water at a
steep discount.

This is allowing the Chino Basin Watermaster to
arrange the purchase and recharge of an
additional 50,000 acre-feet of imported water
from the Metropolitan Water District of Southern
California.

However, while it appears we currently have a
surplus of clean reliable water, it is important for
us to remember to continue to use our water
supplies wisely. We must continue to conserve
this precious resource - water. Our customers
continue to be a big part of our plan and have
made the reductions in use possible. We will
continue to explore ways to ensure that safe,
reliable water supplies are available in the
Inland Empire.

For more information on IEUA's vision and
programs, visit www.ieua.org,

For information on conservation classes and how
to use water more efficiently outdoors, visit
www.cbwed.org.

Steven J. Elie is a director of Inland Empire
Utilities Agency and represents IEUA on the
Chino Basin Watermaster board. Desi Alvarez is
chief executive officer of Chino Basin
Watermaster. Eunice Ulloa is general manager of
Chino Basin Water Conservation Djstrict and a
Chino City Council member.
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California sets goal for limiting drinking water pollutant

It is the nation's first public health goal for hexavalent chromium, made infamous in

'Erin Brockovich.' The goal isn't an enforceable standard but will help develop one, an
official says.

By Molly Hennessy-Fiske, Los Angeles Times
July 30, 2011

The California Environmental Protection Agency has advertisement

issued the nation's first public health goal for hexavalent 5 ' g
chromium. the cancer-causing heavy metal made | - INTRODUCING

infamous after activist Erin Brockovich sued in 1993
over contaminated groundwater in the Mojave Desert
town of Hinkley, about 100 miles northeast of Los
Angeles.

At that time, the average hexavalent chromium level in
Hinkley's water was 1.19 parts per billion (ppb). The
new state goal was set Wednesday at 0.02 ppb, the level
of the element that does not pose a significant health risk L
in drinking water, according to state officials. T,
|

That means for every million people who drink tap water% f
with that level of hexavalent chromium every day for 70

years, there would likely be one additional case of cancer attributable to exposure to the metal, state
officials said.

The new goal is not an enforceable standard, but "will be an important tool that the Department of

Public Health will use" to develop one, said George AlexeefT, acting director of the department's Office
of Environmental Health Hazard Assessment.

Other state environmental officials offered reassurances that the new goal did not indicate any increased
threats from hexavalent chromium, also known as chromium 6.

California environmental officials have detected hexavalent chromium in the drinking water of an
estimated 13 million people in 52 of the state's 58 counties, including Los Angeles.

At least 74 million Americans in 42 states drink chromium-polluted tap water, much of it probably
tainted with hexavalent chromium. according to studies by the nonprofit Oakland-based Environmental
Working Group. They also found chromium 6 in tap water from 31 of 35 cities tested last vear, with
some of the highest levels in Riverside (1.69 ppb) and San Jose (1.34 ppb).

Chromium 6 occurs naturally in some drinking water, and many people don't even know they are

http://www.latimes.com/news/ local/la—me—water-gllr%%jumao 110730,0,2293990,print.story ~ 8/3/2011
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drinking it. More often, it enters the water supply from industrial contamination, leaching from sites
such as the former disposal ponds of Pacific Gas & Electric's Topock Compressor Station in Hinkley,
near Barstow. It can be removed using expensive reverse osmosis filters.

State officials said the new goal reflected recent research suggesting that young children could be more
susceptible to health risks from exposure to chromium 6. Mice and rats that drank water containing high
levels of the element developed gastrointestinal tumors, according to a 2007 study by the National
Toxicology Program.

Environmentalists praised the new state goal, saying they hoped it would pressure state and federal
officials to set enforceable standards for the metal and other drinking water contaminants. After
California regulated another such contaminant, perchlorate. other states followed suit and the U.S.
Environmental Protection Agency has reconsidered its standard.

"Tt's better to know than not to know," said Dr. Gina Solomon of the San Francisco-based Natural
Resources Defense Council of chromium 6 levels in drinking water. ""We want to know about it so that
water utilities can deal with it and get the levels down."

California lawmakers passed legislation in 2001 requiring an enforceable drinking water standard for
chromium 6 by 2004. State public health officials are still working on that standard. It will take at least

18 months to propose and 2 1/2 years to approve, according to Mike Sicilia, a spokesman for the state
Department of Public Health.

California environmental officials cautioned that until the standard is set, the state goal is "not a
regulatory level for cleanup of groundwater or surface water contamination” and cannot be used to

justify investigations where residents suspect their water is making them sick, such as in Hinklev or the
San Joaquin Valley's Kettleman City.

The national drinking water limit for chromium is 100 ppb, but water system monitors are not required
to distinguish what percentage of that is chromium 6 versus other less harmful ions such as chromium 3.
But U.S. EPA officials recommended in January that water systems start testing for chromium 6, and
EPA Administrator Lisa Jackson has said the agency will probably revise its standards soon.

mollv.hennessv-fiske(@latimes.com

Copyright © 2011, Los Angeles Times

http://www.latimes.com/news/ local/la—me-water—lgﬂr%&uium—201 10730,0,2293990,print.story ~ 8/3/2011



Chromium-6 in Drinking Water Sources: Sampling Results Page 1 of 3

Chromium-6 in Drinking Water Sources: Sampling
Results

Last Update: July 27, 2011

Recent Monitoring and Analytical Information

US EPA Recommendations: US EPA's January 2011 recommendations for enhanced chromium-6
monitoring refer public water systems to California laboratories, specifically to CDPH's Environmental

Laboratory Accreditation Program (ELAP) and its list of certified laboratories ( Excel) .

US EPA mentions that laboratories identified under "FOT 103" (Field of Testing 103) can be contacted and
asked if they are certified for CA CDPH subgroup code 103.310, which is specific to EPA Method 218.6 for
chromium-6.

To assist public water systems that may seek California laboratories, ELAP has provided a list of laboratories

certified for subaroup code 103.310 (Excel) .

Detection Limit for Purposes of Reporting: California currently uses a 1-ppb detection limit for purposes of
reporting (DLR) for monitoring chromium-6 in drinking water. However, analytical results at concentrations
below the DLR may he submitted to CDPH when laboratories have associated quality assurance data for
their results. Any future modification to the current DLR will be part of an MCL evaluation and development
process.

Holding Times and Sample Preservation: CDPH concurs with US EPA’s temporary extension of the
maximum holding time for properly preserved drinking water samples from 24 hours to 5 days. At this time,

CDPH recommends that samples be preserved in the field with a borate-carbonate buffer (PDFE) @.
Alternately, samples may also be preserved in the field with an ammonium sulfate/hydroxide buffer, as
referenced in US EPA’s recommendations for enhanced chromium-6 monitoring. This recommendation may
be revised once US EPA finalizes the re-evaluation of its hexavalent chromium analytical method for drinking
water samples.

Sampling Results

CDPH (then the California Department of Health Services, DHS) adopted a regulation in 2001 that added

chromium-6 to the list of unregulated chemicals for which requiring monitoring is required (UCMR). The analytical
methods associated with the UCMR are here.

Of the ~4,400 community systems and non-transient non-community systems that have ~12,000 drinking water
sources, those that are vulnerable to contamination are subject to UCMR regulations. Systems with fewer than
150 service connections may be exempted from the monitoring requirement. Results of UCMR monitoring from
over 7,000 drinking water sources showed chromium-6 at or above the 1-pg/L detection limit for purposes of
reporiing (DLR) in about one-third of them.

The monitoring data that were collected as a result of the UCMR regulation will enable us to determine the extent
to which chromium-6 exists within drinking water supplies, and at what concentrations it exists. This information
is neaded in order to evaluate the costs of treatment of drinking water containing chromium-6 when developing a

chromium-6 maximum contaminant level (i.e.. drinking water standard).

The monitoring for chromium-6 under the UCMR regulations was to have been completed by December 31, 2002,
and the regulations were repealed in October 2007. However, some water systems have continued to monitor,

and more recent findings are included in the monitoring results (Excel, 1.4MB) @ An overview of findings is
presented in Table 1.

http://www.cdph.ca.gov/certlic/ drinkjngwater/Pagel,sﬁromium&ampling.asPX 8/3/2011
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Table 1. Chromium-6 in drinking water sources 1997 through 2008 (Active and Standby

Sources)
(Seenotes 1,2,and 3)
Peak level (pg/L) No. of Sources % of Detections
> 50 6 0.3
41 -50 5 0.2
31-40 14 0.6
21-30 61 2.8
11-20 231 10.5
6-10 456 20.7
1-5 1,434 64.9
TOTAL 2,207 100

1. Data are extracted from monitoring results (Excel, 1.4MB) @through January 2009. They
will change with subsequent updates and should be considered draft.

2. "Sources" are active, standby, and pending sources reporting more than a single detection
of chromium-6. Data may include both raw and treated sources, distribution systems, blending
reservoirs, and other sampled entities. This table does not include inactive sources,
abandoned or destroyed wells, agricultural wells, monitoring wells, or more than one
representation of the same source (e.g., a source with both raw and treated entries is counted
a single source).

3. For UCMR sampling, a number of sources may have been screened using a 1-pa/lL

reporting limit for total chromium (PDF) @ If total chromium was below the screening level,

specific analysis for chromium-8 was not required.

Early Sampling

Drinking water sources have monitored total chromium since the 1970s, and the results of monitoring have been
maintained in the Drinking Water Program's database since 1984. Of 11,785 sources sampled for total chromium
through 2001, detections were reported for 1,311 sources (1,227 ground water and 84 surface water sources).
The detection level for purposes of reporting (DLR )for total chromium is 10 pg/L.

Until DHS required monitoring for chromium-8 under the UCMR, little information was available about the
presence of chromium-6 in drinking water supplies. DHS performed limited analyses from 1997-2000 to determine
the fraction of total chromium that is chromium-8, with the following results. For these samples, not detected (ND)
indicates chromium-6 at <0.5 pg/L.

http://www.cdph.ca. gov/cerﬂic/driﬂkingwater/PaEés?(%romiumGsampling.aspx

[n 1997-98, DHS sampled 10 wells in Merced County. Total chromium was 18.8-33.5 pg/L, and chromium-
6, 16.8-33.0 pg/L (88-100% of total chromium).

In 1998, DHS sampled three wells in Los Angeles County. Total chromium was 3.4-10.3 ug/L, was
chromium-6, ND-5.1 pg/L (<14-54% of total chromium).

Also in 1998, DHS sampled one well in Contra Costa County. Total chromium was 18.7 pg/L and chromium
-8, 1.5 pg/L (8% of total chromium).

In 1999, a water agency's consultant sampled nine wells in Los Angeles County. Total chromium was 5.3-
15 pg/L, and chromium-6, 3.6-11 pg/L (58-100% of total chromium).

In 2000, DHS sampled eight wells in San Mateo County. Total chromium was 11-28 ug/L, and chromium-8,
7.4-28 pg/l (84-100% of total chromium).

In 2000, DHS sampled three wells in Yolo County. Total chromium was 31-54 pg/L, and chromium-6, 24-35
ug/L (44-97% of total chromium).

[n 2000, DHS took four samples from a surface water source in Solano County. Total chromium was 0.5~
8.9 ug/L, and chromium-6 was ND.

8/3/2011
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Additional Information on Chromium-=-6 from Other Helpful Sites
CDPH

Current Status of the Chromium-6 MCL
Timeline of CDPH's Activities Related to Chromium-6

More Information for Water Systems
Drinking Water Program

Division of Drinking Water and Environmental
Management

Last modified on: 7/27/2011 11:01 AM
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OEHHA Adopts First-in-the-Nation Public Health Goal
For Hexavalent Chromium in Drinking Water

July 27, 2011 CONTACT: SAM DELSON (916) 324-0955 (office)
FOR IMMEDIATE RELEASE (916) 764-0955 (mobile)

SACRAMENTO — The California Environmental Protection Agency’s Office of Environmental Health
Hazard Assessment (OEHHA) today published the nation’s first public health goal (PHG) for
hexavalent chromium in drinking water.

The final PHG for hexavalent chromium, also known as chromium 8, is set at 0.02 parts per billion
(ppb), which is the same level as the draft that was released for public comment in December 2010.

“This final public health goal is the culmination of years of study and research on the health effects of
this chemical,” said Dr. George Alexeeff, OEHHA’s Acting Director. “As the nation’s first official goal
for this contaminant, it will be an important tool that the Department of Public Health will use to
develop a regulatory standard that will protect Californians from the health risks of chromium 6 in
drinking water.”

“‘Adoption of the PHG is an important step in the process of ensuring high-quality drinking water for
Californians,” said Dr. Alexeeff. “The PHG reflects the most recent and definitive scientific research
and demonstrates OEHHA’s commitment to fully assessing the health risks of hexavalent chromium.”

A PHG is the level of a contaminant in drinking water that does not pose a significant health risk. It is
not a regulatory level for cleanup of groundwater or surface water contamination.

The public health goal for chromium 6 is not a maximum “safe” level for exposure to the chemical.
Rather, it serves as an assessment of the health risk posed by drinking water that contains chromium
6, based on an estimated “one in one million” lifetime cancer risk level. For every million people who
drink tap water with that level of chromium 6 each day for 70 years, there is likely to be one additional
case of cancer from exposure to the chemical.

State law requires OEHHA to set PHGs to provide scientific guidance to the California Department of

Public Health (CDPH) in developing enforceable drinking water standards. By law, CDPH must set
the eventual standard as close to the PHG as economically and technically feasible.

California Environmental Protection Agency

The energy challenge facing California is real. Every Californian needs to take immediate action to reduce energy consumption.

€ Printed on Recycled Paper
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The PHG for chromium 6 reflects new research documenting that young children and other sensitive
subpopulations are more susceptible than the general population to health risks from exposure to
carcinogens. It is based on a study published by the National Toxicology Program in 2007 in which
laboratory rats and mice were given drinking water containing high levels of chromium 6. Some of
the laboratory animals developed gastrointestinal tumors. OEHHA, CDPH and other organizations

requested the research to provide data needed to develop a chromium 6 PHG and drinking water
standard.

Chromium 6 occurs naturally in some drinking water. The metal is also used in a number of industrial
applications and has entered some water supplies as a result of past waste-disposal practices.

OEHHA is the primary state entity for the assessment of risks posed by chemical contaminants in the
environment. Its mission is to protect and enhance public health and the environment by scientific
evaluation of risks posed by hazardous substances.

OEHHA, which is part of the California Environmental Protection Agency, issued original and revised
draft versions of the PHG for public comment in August 2009 and December 2010, respectively. The
University of California also oversaw two separate external scientific peer reviews of the PHG. The
final PHG document includes responses to both the peer reviewers' comments and to the extensive
number of comments received from the public.

A copy of the newly finalized PHG document may be viewed or downloaded from OEHHA's web site
at www.oehha.ca.gov.
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The thirst

Can the region shift its long-standing thinking about how to
handle water?

By Hugh Biggar

California’s struggle to better manage its water is
about as old as the state itself (there are
California water acts dating to the 1860s).
California, with its large population and
agricultural economy, has also consistently been
the top state in overall water use since 1950,
according to the U.S. Geological Survey. In
recent decades the state has attempted to geta
better handle on this open faucet of use, and its
efforts have recently included the 2004
requirement that water districts use meters and =58
the 2009 state plan for cities to reduce their water
use by 20 percent by 2020.

The biggest water hog in the city operations of
In the Sacramento area, the larger cities and Sacramento is the 160-acre William Land
]1111111(}1])211 water districts say ‘[hey are on board Park, which used about 92 million gallons of
with these efforts, though many of them have water in 2010.

also had to shift long-standing thinking about Photo By kayleigh mccolllum

how they handle water.

The city of Sacramento, for instance, has had to significantly change its approach to water in the
face of the new state requirements.

“A lot of [Sacramento’s] infrastructure was set up at a time when water was abundant and the
consumer simply paid a flat fee,” Ellen Hanak, a natural resources economist for the Public Policy

Institute of California, said. “The flat-fee system wasn’t a crazy idea at one time.”

With this in mind, and the high cost of installing meters and other retrofits, Sacramento pushed
back unsuccessfully against the water-meter requirement. The city, which draws 85 percent of its

http://www.newsreview.com/ sacramento/PrintFrgﬁcﬁ 701d=3083806 8/4/2011
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water supply from the Sacramento and American rivers, is now phasing in new water meters and
taking a more cautious approach to its long-term water use.

“It’s been the case in the Sacramento area that there has been less pressure to implement
conservation compared to Southem California or even the Bay Area, because people in
Sacramento live so close to abundant sources of water,” Hanak said.

Now, however, Sacramento, despite its previous reluctance, 1s moving toward conservation
programs similar to those used by communities in drier areas.

“The city is implementing a number of conservation measures to help us meet our goals,” Jessica
Hess, a spokeswoman for Sacramento’s Department of Utilities, explained to SN&R. “In 2009, for
example, we passed a revitalized water-conservation ordinance that sets watering days and times
to limit evaporation and other overwatering.”

Hess also listed Sacramento’s public education programs, building and plumbing retrofits, and
water-education volunteers as other ways the city is aiming to conserve.

“We are concerned with water availability and water quality ... and we are focused on addressing
these concerns providing a safe water supply,” she said.

Sacramento County and other large cities in the area also share Sacramento’s more conservative
approach and focus on shifting old approaches to water use.

“Roseville maintains a robust water efficiency division that is about changing water demands ...
through green building codes and water efficient landscape ordinances,” Ed Kriz, Roseville’s
water utility manager, said in an email. “The primary focus is on customer education and
information and changing behaviors over time.”

Some of these districts are also working cooperatively, through such groups as the California
Urban Water Conservation Council.

That group, a coalition of water utilities and environmental organizations, has commifted to an 18
percent reduction in water use by 2018.

“We are trending toward [these goals],” said Don Smith, Folsom’s water management
coordinator. Folsom is a part of the CUWCC. “We are doing a couple of things, such as installing
meters at all of our connections, and expect to finish that by January 2013. Outdoor water use
[through landscaping] is also typically the biggest use and we’re basically attacking that.”

With studies showing about 12 percent of indoor use comes from leaks, Smith also said Folsom is
offering rebates for customers who cut consumption and a popular program that sends a technician
out to assess the water efficiency of homeowners. In addition, Folsom is installing a daily water-
meter-reading system rather than monthly readings. This allows the city to better troubleshoot

water problems and respond more proactively. It also helps consumers better understand how they
are using water.

“People are surprised when we show them how much water they are using and are responsive,”
Smith said.

http://www.newsreview.com/sacramento/PrintFriendty?0id=3083806 8/4/2011
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In Davis, however, residents have been ahead of the curve when it comes to awareness.

“One reason we have had low per-capita consumption rates compared to other cities is we have
had water meters in place for quite some time, and that provides a good basis for water
management,” Jacques DeBra, the city’s utilities manager, said. DeBra added that as part of
Davis® 20 by 2020 goals, the city aims to average 167 gallons per capita. The city’s use has ranged
from 157 to 180 gallons in recent years. The city, which will consider raising rates in September,
also aims to improve its water quality by switching from ground water to surface water from the
Sacramento River by 2016.

Meanwhile, Sacramento County Water Agency’s Diane Margetts said her agency too is working
toward more sustainability, but water availability is a “nonissue.”

“We use 85 percent well water and we have a water supply for decades,” she told SN&R. “But we
also know it is not infinite and there is more water during wetter years. So we are encouraging

conservation and also use a lot of water meters.”

Similarly in Elk Grove, which grew rapidly in the last 10 years, the city remains confident it will
be able to meet its demands, even if development picks up again.

Though the Elk Grove Water District’s Mark Madison cautioned, “Water availability and quality
are two issues that we expend tremendous effort to stay on top of.”

Overall, Folsom’s Smith described these municipal approaches as “economies of scale.”

“Cooperating regionally has had a lot of success, especially if you are part of regional rationing
effort,” he said.

Conservation taking hold

There’s no doubt that local water consumption has gone down
in the last few years. This dovetails with findings from the
Public Policy Institute of California that urban water use in
California (which makes up about 20 percent of the state’s
consumption) has diminished somewhat.

Given the state push to make better use of its water resources,
these findings are a good indication the conservation message
is being heard. But overall California is still splashing in the
shallow end of better managing its water, and experts say
there is still much that needs to be done.

“If you compare places with similar climate and levels of
development, Australia or Israel, for example, California still
has a long ways to go,” Hanak explained to SN&R.

Ellen Hanak is a natural In one example, and a concern shared by others, Hanak
resources economist and policy  pointed to the state’s aging infrastructure as one factor that
fellow for the Public Policy will continue to handicap California’s conservation efforts.

Institute of California.

hitp://www.newsreview.com/sacramento/PrintFriendi§20id=3083806 8/4/2011
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PHOTO courtesy OF ellen “Jusjt maintaining thf: system is going to be a big challenge,
hanak/ppic and in the future an increasing question is going to be how to
pay for it,” Maureen Hodgins, a research manager at the
Water Research Foundation, said.

Her colleague, Shonnie Cline, added that nationally as well as in California, much of the water
mfrastructure, such as pipes, were built roughly 60 years ago. As that system ages, it becomes
more vulnerable to costly—both moneywise and waterwise—leaks and other malfunctions,

“The [Environmental Protection Agency] has estimated that $335 billion is needed [nationally] to
just maintain all the drinking-water infrastructure,” Cline said. “As these systems fade, there are a
lot of buried assets out there put in around World War II [and] there is going to be more and more
focus in the future on simply supporting them.”

More locally, Sacramento’s Water Education Foundation points out on its website, Aquafornia,
that California’s water systems haven’t seen state and federal upgrades since 1973.

At the same time, the landscape and society in place when this infrastructure was set up is now
also rapidly changing.

“[California is] at the point where we have a water system in place and have spent a lot of money
on developing resources for water supply and delivery, but we have started to run into limits,”
Hanak said. “So we need to make adjustments for more population and increasing urbanization,
especially since much high-energy water use is in the urban core.”

She also cautioned there is not a one-size-fits-all approach to water conservation, particularly in a
state with wide-ranging landscapes and climates. In evaluating water use, Hanak noted it is
important to distinguish between residential customers, public services and industrial users.

“And you have to look at how many jobs are in the area, which are important for economic
prosperity, the climate, urban vs. rural populations, and such things as lot sizes,” Hanak said. “San
Francisco, for example, has tiny yards compared to Sacramento.”

These factors also help explain Sacramento’s higher-than-average per-capita daily water
consumption compared to other cities in the state.

“Sometimes there are legitimate reasons for consumers using too much,” Hanak said. “But when
you have places importing a lot of water, and diverting Northern California’s water, then you need
to start to think about conservation, in some cases, replacing [what is taken out], better practices,
pricing incentives and storage facilities. Communities are also going to have work on improving
water quality [since] there are still too many chemicals in the water, from agricultural residue,
polluted runoff from urban areas and [flushed] pharmaceuticals.”

And as Hodgins and others point out, making these fixes is also going to come with a price tag,

In the meantime, the Sacramento area’s cities and water districts are making sometimes aggressive
and sometimes tentative progress towards these goals. But there is clearly much work to be done.

“Most of the Sacramento Valley [historically] hasn’t had to think about how much water it uses,”
Smith said. “So, culturally, just changing people’s mindset is going to have a big impact.”

http://www .newsreview.com/ sacramentO/PrintFrféAél ?0id=3083806 8/4/2011
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DWP's solar program to relaunch in September with lower
August 3, 2011 | 6:34 pm
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The Los Angeles Department of Water and Power gave the go-ahead Tuesday to relaunch the Solar Incentive
accepted starting Sept. 1 at 10 a.m.

The revised program is doubling its budget from $30 million to $60 million for the next three years and lowe:
for residential, government, nonprofit and commerecial buildings.

Funding was increased by using long-term bond financing and by decreasing incentives, which the DWP said
and existing solar markets. Residential rebates went down from $3.24 per watt to $2.20 per watt. Officials sa’
allowance available for solar systems.

http://latimesblogs.latimes.com/greenspace/201 1R)!%ﬂ:glar—power-initiative—ladwp— html 8/4/2011
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“Now that significant tax incentives are being offered by the federal government, we have an opportunity to re
market pricing, which should give more customers the opportunity to build solar and increase the amount of
said Aram Benyamin, DWP's senior assistant general manager.

Ethan Sprague, spokesman for solar power leasing company SunRun, said "if the new rebate levels remain as
will not be able to go solar.”

"The rebate reduction DWP approved doesn’t reduce the overall SIP budget, but rather makes it smaller on a
impact the less affluent,” Sprague said.

The program, funded through ratepayers, offers rebates to businesses and homeowners who generate their ov
“Million Solar Roofs” legislation, which requires the DWP to spend $313 million through the end of 2016.

The program was suspended in April as the demand for incentives, hovering around $112 million in rebate re:
hiatus the department was able to catch up with a backlog of applications and identify alternative financing o

Under the revised program, the solar program will automatically be suspended until the next fiscal year, whei
ensure it stays within its budget.

Since the program began in August 2006, DWP customers have installed 35 MW under SB 1 and the departm
installed during the current fiscal year.

RELATED:

Los Angeles DWP to again offer solar rebates

Urban power like rooftop solar dominates Brown's energy confab
Green energy: California poll finds overwhelming support

-- Ashlie Rodriguez

Photo: Business Week

Home Solar Panels
Reduce Your Home Energy Bill Upgrade to Solar Power for Free!
RealGoodsSolar.com/upgrade-for-free

2012 Prius Plug-In Hybrid
Find Details on the Prius Plug-In Hybrid, Available Spring 2012!
www.toyota.com/plugin

Comments (0)
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California redistricting panel got earful about draft maps

Passionate input from across California amounted to an extended conversation about
what makes a community and what unites and divides the state's residents. The
commission votes Friday.

By John Hoeffel, Los Angeles Times
July 29, 2011

Reporting from Fremont, Calif. -- Residents and civic advertisement
leaders in Fremont, which sprawls from San Francisco
Bay to the golden-seared folds of Sunol Ridge, say their
desert-hued bedroom community should be in a
congressional district with its neighbors, Newark and
Union City.

The three cities, they explained, share such interests as
planning, transportation, policing, healthcare, water,
education and jobs. And they also offered a more
unusual argument.

"Our Tri-Cities is a community of many people:
Caucasians, Indian Americans, Chinese Americans,
Laotians, Afghanan, and so many people,” Yogi Chugh,
the chairman of Fremont's planning commission, told the
California Citizens Redistricting Commission. After boasting that Fremont residents speak scores of
languages, he said, "We humbly ask for your consideration in ensuring that you can protect our
community of interest."

Bankof America % SEE FULL STORY

The assertion that Fremont is a community because it has embraced its diversity highlights a question
the commissioners have debated for months: How do Californians define their communities? Or, as
Cynthia Dai, a commissioner from San Francisco, put it more bluntly at one hearing: "The question is:
Who do you want to be placed with and who do you absolutely not want to be placed with?"

On Friday, Californians will get the commission's verdict when it votes on the maps for 53
congressional districts, 120 legislative districts and four for the State Board of Equalization. The
commission will take a final vote Aug. 15, but Californians can challenge the districts in court or by
referendum.

Thanks to voter-approved initiatives, the state's election-district mapmakers are no longer politicians
aiming to protect incumbents, but 14 Californians charged with keeping counties, cities, neighborhoods
and communities of interest together as much as possible. In 34 hearings from Redding to San Diego,
more than 2,700 Californians offered advice as diverse as their state. More than 20,000 emails and
letters were submitted by an array of people that included nuns, Mayflower descendants, politicians and

http://Www.latimes.com/news/local/la—me—redistr?cliﬁg-ZOI 10729,0,3297742 print.story 8/3/2011
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neighborhood activists.

The result was an extended conversation — all archived on the commission's website — about what
unites and divides the more than 37 million people who live in the nation's most populous state.

Californians talked passionately, often poetically, about the communities created by the state's
complexity: winding roads and interstates; coast, flatlands, foothills and mountains; cities, suburbs and
small towns; vineyards and orchards; shopping centers and school districts; and, of course, race and
ethnicity.

After draft maps came out early last month, the conversation became rather less lofty. Californians were
suddenly a lot surer who they absolutely did not want to be placed with. One San Leandro resident
emailed the commission to say his city wanted no part of any district with Oakland in it: "They don't
want us to even have plastic bags to carry our food home from the store. These are crazy people.”

And, as the fallout for the political parties and incumbents became clearer, form-letter campaigns kicked
off, partisan advocates masqueraded as community-minded residents, and organizations representing
ethnic groups, environmentalists, business owners and regions stepped up their lobbying.

The intense jockeying by ethnic groups led Santa Clara County Supervisor George Shirakawa to joke,
"Since I'm Asian and Latino and even Furopean American, any map works for me."

In Fremont, the aspirations of some of the state's newest immigrants played a pivotal role in the city's
hope not to be divided between congressional districts. The 2010 census found that the city is now
slightly majority Asian. "It's really the one place in the entire state, perhaps the country, that has a

strong, cohesive South Asian voice," Anil Godhwani, a high-tech entrepreneur and community activist,
told the commission.

Michelle Park Steel, who serves on the Board of ¥qualization, asked the commission not to splinter
Korean Americans in Los Angeles and Asian Americans in the San Gabriel Valley. Orthodox Jews
noted they have more than 25 synagogues in the West Los Angeles area. Latinos pressed for districts in
urban areas, such as the east side of San Jose. An East Bakersfield resident, speaking to the commisston

in Spanish, said, "The majority of my neighbors are not sure who Buck Owens is, but they do know who
Vicente Fernandez is."

Black voters in Los Angeles County, however, pleaded with the commission not to be "packed" in
districts, saying that would dilute their power. "It places yet another undue stress on an already over-
extended community,” Blair H. Taylor, president of the Los Angeles Urban League, wrote.

At one of the earliest hearings, in Marysville, speakers who were mostly white noticed something odd:
no Latino, Sikh or Hmong speakers. So they returned to the microphone and spoke for them. One noted
that the Hmong have strong families, which he called "really a plus for us." Another said of the Sikhs:

"Super, super group of people. Definitely need to be part of the whole issue that you guys are working
on." '

Residents also debated how geography defined them. Some, for example, suggested that a single
congressional district at the top of the state could bring an end to the feud between salmon fishermen
and potato farmers over the water in the Klamath River. But David Bitts, a fisherman from Eureka,
urged the commission to draw a north-south line through the mountains, severing fishermen from
farmers.
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"However you slice it, the North Coast is going to be the tail of its congressional district just because of
population," he said. "I think, speaking for the tail of the dog, I'd rather be wagged by a breed that I at
least recognize."

In San Luis Obispo County, residents said that if they had to be divided, the place to do it was Cuesta
Grade, a steep incline on U.S. 101. "We're about evenly split between Dodgers fans and Giants fans
around here," said Steve Devencenzi, the planning director for the county Council of Governments.

For many, agriculture remains the central issue. Robert Bernosky said San Benito County should not be
connected to San Jose. "We are cowboys. We are growers. We do not have any wafer fabs or any large
hotels," he said.

But leaders in Indio in Riverside County asked not to be hooked to Imperial County because their
economy now depends not on date palms but such things as the Coachella Valley Music & Arts Festival.

The first drafts of the maps sharpened the debate over lines that many believe will create new identities.

When one resident saw that Santa Cruz might be split and part of it put with a few rich San Francisco
Peninsula cities, she wrote the commission that it was like "wearing tennis shoes with a tuxedo."

American Canyon in Napa County urged that it not be yoked to a Solano County district. "We suffer
from an identity crisis, most definitely. People refer to us as North Vallejo. If you draw us out of the
districts, they will continue to call us North Vallejo,” fretted Belia Bennett, a councilwoman.

The most agonized cries came from Simi Valley in Ventura County and La Habra in Orange County,
where residents feared being included in districts with Los Angeles County voters. A Ventura County
resident said she had "concrete aversion," while a La Habra resident issued an ultimatum: "L.A. isa
corrupt cesspool of Democrat politicians and there is no way you are going to do

john.hoeffel@latimes.com

Copyright © 2011, Los Angeles Times
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Chromium 6 limit in water goal set
by Calif. EPA

Wyatt Buchanan, Chronicle Sacramento Bureau
Thursday, July 28, 2011

For everyone °
who cares

Sacramento --

The California Environmental Protection
Agency on Wednesday released the nation's

first standard for limiting a cancer-causing
chemical in drinking water.

The agency set a public health goal for hexavalent chromium, also known as chromium 6, that will
be used by the state's Department of Public Health to help create a legally enforceable limit on the
chemical in drinking water. The agency set the goal at .02 parts per billion.

Chromium 6 gained national infamy after a toxic plume contaminated water in the Mojave Desert
town of Hinkley (San Bernardino County) - leading to a $333 million settlement from the Pacific
Gas and Electric Co. - and was dramatized in the film "Erin Brockovich."

Dr. George Alexeef, acting director of the agency's Office of Environmental Health Hazard
Assessment, said the goal "is the culmination of years of study and research on the health effects of
 this chemical. As the nation's first official goal for this contaminant, it will be an important tool" to
develop a regulatory standard.

The Department of Public Health will consider the goal, along with the costs and feasibility of
reaching it, in creating a final regulatory standard. That could take several years. The goal is
equivalent to a likelihood of one person in a million developing cancer after drinking tap water with
that level of the chemical every day for 70 years.

The Legislature called for a standard to be in place by 2004, but there have been a host of delays,
including proving scientifically that the chemical is dangerous if ingested. The harmful effects of
inhaling it already were established.

Dr. Gina Solomon, a senior scientist at the Natural Resources Defense Council, praised the level of
the public health goal and said she expected some water agencies would begin reducing the level of
the chemical - if it exists in their supply - to that standard even before the state makes a final
regulation.
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"I expect there will be a few places where there will be problems that need to be addressed and a lot
of areas where won't it be very difficult to achieve," Solomon said. The group has called on the
federal government to take similar action.

E-mail Wyatt Buchanan at wbuchanan@sfchronicle.com.

http://sfgate.com/cgi-bin/article.cgi?f=/c/a/2011/07/28/BAB11KFUGE.DTL

This article appeared on page C - 6 of the San Francisco Chronicle
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Editorial

Science and salmon

Eight senators from salmon-fishing states warn the Food and Drug Administration
against spending money to study whether genetically modified salmon are safe. There's
plenty to debate, but squelching scientific inquiry isn't the answer.

August 2, 2011

People tend to respect and believe in science — until it o _ advertisement
tells them something they didn't want to hear. Thus

President George W. Bush clung to his billion-dollar-a- £05 Angeles Times | FOODWINE
year Reading First program even after a study by his

administration showed that it wasn't improving students' S T AST E
reading. Senators from states where the gray wolf was

reintroduced successfully pushed for legislation delisting :
it as an endangered species; it didn't matter what the a
Interior Department had determined. g
Now eight senators from salmon-fishing states are
warning the Food and Drug Administration that they
will pursue legislation — already passed in the House —
to keep the FDA from using any of its funding to study !
whether genetically modified salmon are safe for the

environment and consumers. There's plenty to question
when it comes to genetically engineered salmon, but squelching scientific inquiry isn't the answer.

{

The salmon have been tinkered with by AquaBounty Technologies Inc. to grow twice as fast, making
them cheaper to raise and bring to market. The FDA appears to have been on a fast track to approve the
salmon for human consumption despite some sketchily designed studies on consumer safety. But the
bigger worries about the salmon concern the environment — and the valid issue raised by the wild-
salmon fisheries about whether the genetically modified fish could escape and pollute the gene pool.

AquaBounty has outlined various safety precautions it would take to prevent that. The fish would be
raised in tanks on land — mostly in the Panama highlands — rather than in the ocean pens used by the
salmon-farming industry. The company would render the fish sterile and reverse the gender of the males
so that all the fish in the tanks would be female. Should any fish manage to escape into the river adjacent
to the fish farm, they would have a hard time surviving warmer waters downstream.

None of these are perfect safeguards, though. For example, up to 5% of the fish would not be
successfully made sterile. Some might be able to survive in the river. Another concern is how the United
States could police activities in Panama to make sure procedures were being followed, or how it could
prevent less exacting facilities from being constructed in the future.

http://www.latimes.com/news/opinion/opinionla,/?algd'@salmon—ZOl 10802,0,3474754 print.st... 8/3/2011
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Although the FDA lacks the expertise to examine all these issues on its own, it is in the midst of its
environmental review right now. What the senators — none from California — should be demanding is
not an end to that study, but more research in the form of a joint study by the Environmental Protection
Agency, the Fish and Wildlife Service and the National Marine Fisheries Service. Without their
analysis, we have no way of knowing whether this new fish poses a risk. The answer lies in more
science, not less.

Copyright © 2011, Los Angeles Times
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Power thirsty

Truck trailers holding "fracking" fluid sit parked next to a Western natural gas well in 2008. The energy sector is the fastest-growing
water consumer in the United States, and finding water to meet the energy industry's growing demand is only going to get tougher as
climate change alters hydrological cycles in the arid West. Photo © Ted Wood.

Aug 1, 2011

Power and water are more interconnected than you might think, and that has serious consequences for a
changing world, especially the American West.

By Daniel Glick

For the Daily Climate

Energy and water are as intertwined as the hydrogen and oxygen atoms in a bottle of Evian.

California likes to think of itself as being ahead of the curve. So when the state set out to reduce greenhouse gas emissions, regulators did
all the right things - stringent tailpipe standards for cars, tighter codes for buildings, higher renewable energy standards for utilities. Then

they took one of the most aggressive energy-saving steps of all.

They started a campaign to save water.
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it y ; TR he link between energy and water is not always apparent, but the
two are as intertwined as the hydrogen and oxygen atoms in a bottle of Evian.

By now, everyone knows you save energy by turning out lights. And you conserve water by taking shorter showers. But if's just as true
that saving water may be one of the most effective ways to save energy - and vice versa. "It's a 'buy one, get one free’ deal." said Douglas

Kenney, a professor at the University of Colorado Law School and the editor of an upcoming book that explores the nexus of water and
energy.

In California today, just delivering water accounts for 20 percent of the state's energy consumption. It takes power to gather water, purify
water, and distribute water, especially in places like southern California where water is piped hundreds of miles to supply Los Angeles'
sprawling demands.

Nationally, energy production sucks more water from freshwater sources than any other sector except agriculture. It takes water to create
the power we use to drive our cars, transport our groceries, and run our toaster ovens. Virtually every source of electricity in a typical
American home or manufacturing plant - whether it comes from hydroelectricity, coal, natural gas, nuclear, biofuels, or even
concentrated solar -- also requires water. Lots of water.

One reason for this problem is that electricity, as we've chosen to produce it, is pretty wet stuff.

That's a growing problem, because in many places, finding water for energy isn't easy - and it's bound to get fougher as energy demands
soar and climate change alters hydrological cycles in already arid regions. The energy sector is the fastest-growing water consumer in the
United States, according to a January 2011 Congressional Research Service report [pdf].

Nationally, that's a challenge, but regicnally it could be a calamity. As the Congressional Research report notes, "much of the growth in
the energy sector's water demand is concentrated in regions with already intense competition over water.”

Giant plug of concrete

The connection between energy and water - and the precariousness of that link in the western United States - is exemplified in a gigantic
plug of concrete stopping the muddy Colorado River above Las Vegas, otherwise known as Hoover Dam. At the ceremony inaugurating
the Depression-era public works project in 1935, then-Interior Secretary Harold Ickes noted proudly, "no better understanding of man
cooperating with nature can be found anywhere."

Hoover Dam provided the two key ingredients - water and power - that freed the Southwest and southern California to go on a 75-year
growth spurt. Lake Mead now supplies water to more than 22 million people, and it produces more than four billion kilowatts of
electricity per year.

http://wwwp.dailyclimate.org/tdc-newsroom/2011 D8 bower-thirsty 8/2/2011
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/ But Ickes likely never imagined how quickly man's
cooperatlon w1th nature would disintegrate in the 21st century. In the American West, a burgeoning population created a double-
whammy of surging power demands and dwindling freshwater supplies. The Colorado River, lifeblood of seven western states, is
already as overdrawn as the federal treasury. Drought conditions during most of the 21st century have forced water managers to plan for
a day when the region's vast system of dams and reservoirs no longer have enough water to store. Already, utilities have to scramble to
respond on days when everybody in Phoenix, Las Vegas and Los Angeles wants to crank their air conditioners during the same heat
wave.

Sustained drought and insatiable upstream water demand have drained Lake Mead to the point that experts are predicting it may soon be
shallow enough to be in deep trouble. Despite near record snowfalls and runoff this year that raised its level from historic lows in
January, Lake Mead is still 113 feet below "full pool" - and is filled to less than 50 percent of its capacity.

Three years ago researchers at Scripps Institution of Oceancgraphy warned Lake Mead has a 50-50 chance of running dry by 2021 and
that the reservoir's water level could dip low enough to reduce or stop electricity production as early as 2013. Although this year's run-off
probably forestalled this dramatic assertion, utilities around the couniry have already been forced to reduce or stop electrical production
because of water issues. According to a survey done in California's 2009 Water Plan Update [pdf], states from Virginia to Nevada and
Texas to North Dakota have all curtailed energy development projects because of water quality or quantity concerns.

Wet stuff

One reason for this problem is that electricity, as we've chosen to produce it, is pretty wet stuff. Plug an appliance into an outlet and you
might as well open a faucet as well. Running an average refrigerator all day uses about as much water as a ten-minute shower (without a
low-flow showerhead). According to the U.S. Geological Survey, electric power generation accounts for nearly half of the nation's water
usage [pdfl; it takes on average 21 gallons of water to produce one kilowatt hour of electricity. In the arid West, those numbers add up. A
report by Western Resource Advocates [pdf] notes that "thermoelectric power plants in Arizona, Colorado, New Mexico, Nevada, and
Utah consumed an estimated 292 million gallons of water a day in 2003 - approximately equal to the water consumed by Denver,
Phoenix, and Albuquerque, combined."

If oil shale energy does become commercially viable, it will be a huge new water drain.
- Dan Luecke, hydrologist

Pretty much every step of energy production requires water, from mining to refining, processing to generation. Some of this water is
"consumed" - evaporated as steam. Some of it is returned to watersheds in altered forms - like water heated during coal-fired electrical
production and stored in cooling towers or ponds before being released - at higher temperatures - back into rivers. "Produced” water
from coal-bed methane extraction releases underground water with high mineral content into watersheds. Deep drilling for seams of
underground gas deposits rely on chemicals used in "fracking fluids," which contaminate water sources when they leak.

Other potential fossil fuel energy sourees, like oil shale, require so much water during its production cycle that energy companies in
Colorado have stealthily acquired rights to develop hundreds of thousands of acre feet of water, even before they've invented a viable
technology to turn that rock into oil. An acre foot of water is 325,851 gallons, or enough to cover an acre of flat farmland with water a
foot deep.

That's enough water to escalate the state's already intense water disputes into open warfare. "If oil shale energy does become
commercially viable, it will be a huge new water drain," says Dan Luecke, a Colorado-based hydrologist and Western water consultant.

Virtually every time you lower the carbon footprint in indus(rial energy production, 'you end up with a bigger water footprint.'
- Mike Hightower, Sandia National Laboratory

Many current energy debates have focused on the massive carbon footprint of fossil fuels like oil, coal and natural gas. But many
renewable sources of energy, like corn-based ethanol, have a huge and potentially troubling "water footprint." Corn ethanol made from
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irrigated crops, for example, can use more than 1,000 times more water than oil refining, according to calculations by Sandia National
Laboratory. Industrial concentrated solar arrays can require 800 gallons of water to produce a single megawatt hour. Mike Hightower, a
senior researcher at Sandia National Laboratories in New Mexico, cautions that reducing carbon emissions, while crucial, is just one part
of the energy equation: Virfually every time you lower the carbon footprint in industrial energy production, he says. "you end up with a
bigger water footprint."

As planners look to the future, they have to grapple with some tough trends: the more energy we need, the more water we need. But the
availability of fresh water has already reached crisis proportions in many parts of the world, and some experts warn we should be more
worried about "peak freshwater” than "peak oil." According to Peter Gleick and Meena Palaniappan, writing in the Proceedings of the
National Academy of Sciences, water availability is a growing global problem, especially in regions like the Western U.S. where "almost
all major rivers and aquifers and already tapped out.” Unlike oil, they write in dry, understated concern, water is absolutely essential for
life. "For many uses,” they conclude, "it has no substitutes.”

Ever-more precarious balance

Climate change is only going to make the water-energy balance more precarious.

Arid mid-latitude regions like the West are warming nearly twice as fast as the global average, according to the Rocky Mountain Climate
Organization [pdf]. As the West warms, residents will need more energy to cool living spaces and make desert cities like Tucson and
Scottsdale inhabitable - and will likely have less water to make enough electricity to do that.

The collision of water, energy and climate change will reverberate through public policy decisions for decades to come, with unintended
consequences at each step. Congress effectively encouraged a giant sucking sound from Midwestern aquifers and rivers by creating
massive subsidies for corn ethanol. Concentrated solar projects, which have received "fast-track" authority from the Obama
administration, may run into water problems before the first watts are generated. Citizen opposition to new coal-fired power plants in
places like Nevada and Montana has focused as much on water concerns as greenhouse gas emissions.

Global climate models predict that arid regions of the world will become more arid as a result of rising greenhouse gas emissions.
According to the U.S. Global Change Research Program's report, Global Climate Change Impacts in the United States, a one percent
decrease in precipitation leads to a two to three percent drop in stream flow. Every percentage point that stream flows drop means a three
percent decline in electricity generation. The report's conclusion is as obvious as it is ominous: "Water and energy are tightly
interconnected."

Some energy sources, like rooftop photovoltaics and most wind power, are not water hogs, but experts say they are not likely to fill the
nation's growing power needs by themselves. Conservation - both of water and of energy, are undeniably going to be part of any future
plan, as are technological improvements in wastewater treatment and reclamation. "People are beginning to understand that if you save
water, you save energy,” says Sandia National Laboratory's Hightower.

They also need to also understand that if they save energy, they'll save water as well. Which, in the long run, may be an even more
important thing to conserve.

Photos © Ted Wood. All rights reserved
Story © Daniel Glick. All rights reserved

Daniel Glick, a former Newsweek correspondent, is co-founder of the Story Group (http://thestorygroup.org/) with photographer Ted
Wood. DailyClimate.org is a nenprofit news service covering climate change.
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California water agencies, after suffering three years of drought, are now enjoying an
unusual benefit: a tide of cheap water declared "surplus" after a bountiful winter,

State and federal agencies made the water available this year, under special contract terms,
for the first time since 2006. The aim is to find a productive use, in cities and on crops, for
the weather anomaly that brought more water than state dams can hold.

The water is refilling reservoirs and aquifers all over the state, and putting thousands of
acres of farmland back into production.

At times, there literally has been no place to put all the water nature brought to California
this year. The surplus sales aim to find new places for that abundance. By dropping the
price, state and federal water managers hope an urban water agency might decide to fill its
local reservoirs, or that a farm irrigator will be tempted to temporarily flood some land to
recharge groundwater.

To that end, they offer this water for a song, relatively speaking. In some cases, surplus
water flowing through the Sacramento-San Joaquin Delta this spring was sold by the federal
government for as little as $9 an acre-foot, or about 75 percent off already low agricultural
rates.

State and federal agencies together have sold more than 660,000 acre-feet of surplus water
this year, all at steep discounts. That is about equal to the total annual demand of Los
Angeles, the nation's second-largest city, with 3.8 million residents.

The abundant water has dramatically changed the fortunes of the San Joaquin Valley farm
economy.

Shawn Coburn, a farmer near Firebaugh, planted processing tomatoes this year on 500
acres that had been fallowed the last two years due to water shortages.

This will yield about 40,000 tons of a relatively high-value crop, which also required a

substantial investment on his part, including the purchase of a new tractor and harvesting
equipment.

"In essence, it's another $2 million that I'm going to spend (on equipment) that I wouldn't
spend if I didn't have the water," said Coburn, who also grows almonds and wine grapes.
"It's definitely a year where it's pretty easy to convince us that water equals prosperity, and
not just for the farmer but the overall farm economy.”
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The surplus water also acts as a buffer against the next drought. For example, the Kern
County Water Agency, which provides irrigation to a vast, arid farm region, is using the
bonus water to recharge its groundwater banking aquifer, which was drawn down during the
drought.

The agency purchased 245,000 acre-feet of surplus water this year, or about a third of all
the surplus water sold.

"This is an extremely important supply for the water users in Kern County and, frankly, for
all the water users throughout the state,” said Jim Beck, general manager of the water
agency.

Westlands Water District has used the surplus for its immediate irrigation needs, allowing
some of the water purchased under its regular contracts - at full price - to be stored in
reserve at San Luis Reservoir in case of dry conditions next year, said general manager Tom
Birmingham.

Native fish still at risk

Yet some of the arguments over water that play out in dry years continue to resonate amid
abundance.

Conservation groups agree that capturing excess flows in wet years is important to help the
state endure droughts.

But some express concern that this water may not be truly "surplus" to the needs of the
environment, especially amid an unresolved population decline of nhumerous fish species in

the Sacramento-San Joaquin Delta. They assert the state simply hasn't done the research to
kriow.

About three-fourths of the surplus water this year was pumped out of the Delta. The rest
came via Friant Dam on the San Joaquin River and did not pass through the Delta.

"If you look at the population graphs for just about any fish species over the past 30 years,
it looks like a pretty continuous decline,” said Jon Rosenfield, a conservation biologist at the
Bay Institute. "That's because when times are tight, we really hammer them. And when
times are good, we don't let them get off the mat.”

Bill Kier, a fisheries consultant and former assistant secretary of the state Resources Agency,
noted surplus pumping this year contributed to shockingly large fish kills at the state and
federal water diversion systems in the Delta.

According to data from the U.S. Fish and Wildlife Service, the pumps "salvaged" or killed 8.9
million Sacramento splittail from Oct. 1, 2010, to July 17 this year. Nearly 37,000 chinogk
salmon and 90 sturgeon also met their demise.

All are native species whose survival remains a subject of ongoing concern.

"Are we really taking an ecosystem advantage of an abundant water year, or are we simply
pouncing on that water to meet out-of-stream demands?" said Kier. "I don't doubt for one
minute that we are missing the opportunity to do some substantial rebuilding (of fish
populations).”

Peter Moyle, a fisheries biologist at the University of CalEfornia,IDaVEs, said the large
numbers of fish killed at the Delta pumps this year don't necessarily indicate danger to the
species. Rather, they indicate larger populations, another result of ample river flows.
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This is espectally true for those 8.9 million splittail deaths, Moyle said. He called the splittail
a "very resilient” species that tends to surge in population in wet years when it can access
floodplains, like the Yolo Bypass, for breeding and feeding activity.

"It's a big number, but it's not a big deal td splittail,” Moyle said. "Basically, the number of
splittail salvaged at the pumps is a direct reflection on the success of spawning.”

Record year for pumping

The U.S. Bureau of Reclamation manages the federal surplus program, while the state
program is managed by the Department of Water Resources. Both agencies hold legal
contracts with water buyers.

Those buyers include farm and urban water agencies, small and large, that collectively serve
25 million Californians and more than 1 million acres of farmland.

After Kern County, the biggest buyers this year are the Metropolitan Water District of
Southern California, which serves the Los Angeles and San Diego metro areas; and
Westlands, which serves farms in a huge swath of the San Joaguin Valley.

In addition to surplus sales, water agencies are also taking delivery of more water under
regular contracts than they have seen in several years.

Spreck Rosekrans, an economic analyst at the Environmental Defense Fund, estimates total
Delta water pumping will set an all-time record this year of 6.6 million acre-feet.

That compares to {evels near 4 million acre-feet over the past three years, mostly a result of
drought.

The terms of each surplus program are different, as are the discounts available.

The state program is offered only to existing state water contractors, which include the Kern
County and Metropolitan agencies. These contractors pay only the energy cost required to
move surplus water. They pay nothing for the water itself, and none of the capital costs of
the diversion sysiem, which are covered by payments under their regular contracts.

Kern County pays about $12 per acre-foot for the surplus water. Its regular contract water
costs $57. Metropolitan, which must pay the stiff cost of pumping over the Tehachapi
Mountains, purchased surplus water at $100 an acre-foot, compared with its normal contract
price of $281.

The federal program is offered first to current contractors, such as Westlands, and then to
non-contractors only if there is an extraordinary amount of water available. This was one of
those years.

The Bureau of Reclamation also offered special deals on limited amounts of Delta water.
Westlands was able to buy nearly 18,000 acre-feet of Delta diversions at just $9.34 an acre~
foot. That is almost 80 percent off its regular contract rate.

Two other agencies, the San Benito County Water District and the Santa Clara Valley Water
District, got similar deals.

"There was so much water hitting our system, we wanted to'move it out," said Valerie
Curley, chief of the contracts branch in the bureau's San Joaquin Valley unit. "We offer it to
more and more people, and if that still doesn’t help us, then we start adjusting the price
scheme."

Rosekrans objects to such deep discounts. Customers of the bureau's Central Valley Project,

he said, still owe federal taxpayers more than $900 million from the subsidy that built the
system, which cccurred mostly in the 1950s and '60s.
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A portion of their regular water coniract rates go toward repaying this debt. The cheaper
surplus water rates discount this capital repayment charge.

This year, during April and May, the Bureau of Reclamation went even further and eliminated
the capital charge to boost sales from Friant Dam on the San Joaguin River, which was
literally overflowing with storm runoff.

Birmingham defended the discounts, noting their important dual benefit: a relief valve for

water officials during rare high flows, and a buffer for farmers in case next winter is not so
grand.

"We have to take advantage of every opportunity we can,” he said.

© Copyright The Sacramento Bee. All rights reserved.
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"Patch and pray' time for
Delta levees

By Mike Taugher
Contra Costa Times

Posted: 08/02/2011 10:24:09 AM PDT
Updated: 08/02/2011 12:54:49 PM PDT

Karen Cunningham's cows were resting in the
pasture below while muscled-up power boats raced
back and forth 10 to 15 feet above them on the
other side of the levee.

Should the levee break, the pasture would fill like a
giant bowl and destroy, at least temporarily,
Cunningham's ranch on Bradford Island -- a remote
spot accessible only by ferry on the edge of east
Contra Costa County. It also could have an outsized
effect on water supplies in California.

Cunningham isn't worried about a [evee break,
which she considers highly unlikely. It is the fix
being worked up to protect water supplies that is
the bigger threaf, she said.

"This whole system as it is will be destroyed," she
predicted.

The tension between landowners such as
Cunningham, who want to preserve the Delta as it is,
and outside experts, who warn that the state faces a
potential catastrophe in the Delta, is heading toward
a standoff of sorts. It is a standoff that, while
welcome fo those who think things are headed in

the wrong direction, is causing some experts to
worry that whatever slow progress has been made in
addressing the region’s fragile levees could be
further stalled or delayed.

"If the locals simply refuse to believe the experts
from around the world, you're set up for a stalemate,
which is bad for everybody. Nature will be in charge
of planning in the Delta," said Jeff Mount, a
geologist at UC Davis who earned the nickname "Dr.
Doom" several years ago for

his prediction that an earthquake would inevitably
break numerous Delta levees.

http://www.mercurynews.com/fdep?unique=13 1535@ 30285

Mount said he doesn't blame Delta residents for
rejecting such forecasts because it's their lifestyles
at stake.

However, he is convinced that they are mistaken and
that a flooding risk in the Delta is severe.

"Eventually, you're going to have a major issue in
there," he said.

The plan that worries Cunningham centers on
tunnels that would be driven through the Delta to
divert Sacramento River water directly fo pumps near
Tracy that send the water south. That would permit
brackish water from the saltier San Joaquin River
and the San Francisco Bay to penetrate deeper into
the Delta, which Cunningham fears could degrade
her green pastures.

Once the tunnels go in, there is also considerable
fear that the state will cut spending to maintain
levees now channeling fresh water to the pumps.

That would leave island landowners less protected
from flooding and more vulnerable to plans to
convert their properties to wetlands, she said.

For years, a procession of outside experts has
warned that the Delta's network of levees are so
unstable and of such critical statewide importance
that California could face a catastrophe taking lives,
endangering water supplies and disrupting
transportation, energy and communications links.

Landowners such as Cunningham say much of the
scary talk is intended to grease the skids for the
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funnels.

No earthquake has ever collapsed a Delta levee, they
note, and the threat of storms overtopping levees

has been greatly reduced as the most vulnerable
levees have been raised in recent decades.

Still, big water agencies in Southern California and
the San Joaquin Valley are pursuing the Bay Delta
Conservation Plan that would, if built, likely rely on
a $13 billion set of tunnels for water supply and a
mosaic of new wetlands to improve habitat.

Cunningham and others have already sued, with
limited success, to block studies on their properties
that are needed for the plan. More lawsuits from
Delta landowners are certain if it continues to move
forward.

However, outside experts say more than just
agriculture and a water supply are at stake.

The Delta is an infrastructure choke point where the
lives of millions could be disrupted if a levee failure
takes out the electrical transmission lines, natural
gas pipelines, telecommunications, railroad tracks,
state highways or the agueduct that carries water to
1.4 million East Bay Municipal Utility District
customers.

One prominent expert on levees and engineering
failures around the world has said the Delta is the
biggest mess he has ever seen.

Bob Bea, a professor of civil and environmental
engineering at UC Berkeley, has been working with
students and others to develop ways, as he says,
"not to abandon the Delta, but begin to migrate the
infrastructure in the Delta to something that is
resistant and resilient."

A lack of clear answers and leadership, Bea said, is
leading to inertia.

"It's patch and pray timé," he said.

Are we doomed to a catastrophe?

"It looks like it," he said.

First built by Chinese laborers after the Gold Rush,

the levees tumed a vast tidal marsh into a network
of channels and sunken "islands."

http://www.mercurynews.com/fdcp?unique=13 1f3b§§80285

Over time, the soft peat on the islands sank so that
some islands are now as much as 25 feet below sea
level. Even though many no longer are subsiding,
the sea level continues to rise.

That combination of sinking land and rising water
increases pressure on the levees, scientists say.

More than 1,000 miles of levees protect more than
60 such islands.

Bradford Island, where Cunningham's ranch is
located, is one of a handful of key islands because t
hey are in an area of the western Delta that, should
it flood at the wrong time, could draw brackish
water toward the Tracy pumps that send drinking
water as far away as San Diego.

Scientists also have become concerned that
simultaneous levee failures in an earthquake could
cause a catastrophic flood of salty water that might
take weeks to years to flush out, depending largely
on when the earthquake occurs.

Throw into the mix of threats burrowing rodents,
which are thought to have caused the Delta's last
major levee failure in 2004.

Still, a stalemate is OK with Ron Baldwin, a recently
retired top emergency response official in San
Joaquin County.

He is seeking funding for flood protection in the

five counties with land in the Delta to bring maps up
to date, improve funding for basic levee
maintenance, improve communications among
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emergency responders and increase stockpiles of
material to fight floods.

The intense focus on protecting statewide water
supplies from catastrophic floods has sapped
resources from preparations that could be made for
smaller, more likely floods, he said. And, as
preparedness and levee maintenance is allowed to
slip, floods can become more likely and more
dangerous than they need to be.

To many in the Delta, that feels like a self-fulfilling
prophecy.

The fight over water security is overwhelming
common sense, Baldwin said.

"Let's get prepared for the flood we know will
happen," he said.

"I'm not saying you don't prepare for earthquakes.
But let's start with what we do know."
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Matt Weiser, 3 days, 18 hours
ago

UC Davis, other authors: Top-
predator- down environment
damage rule, not exception
Liza Lester, 1 day, 16 hours ago

Published: Wednesday, Aug. 3, 2011-12:00 am | Page 2B

A new restoration plan for the Sacramento-San
Joaquin Delta aims to help guide conservation
efforts as state and federal officials ponder new
water and habitat projects.

4 Sacramento neighborhood
considered for historic status
Matt Weiser, 1 day, 17 hours
ago

The plan by the California Department of Fish and
Game wears the unwieldy title "Draft Ecosystem Restoration Program Conservation Strategy."

It offers a menu of options to guide at least two other efforts: The Bay Delta Conservation Plan,
which aims to improve water conveyance in the estuary, and the Delta Plan, which seeks to
coordinate government actions in the region.

The Fish and Game plan identifies regions most suitable for restoration, suggests what those
projects should be, and lays out performance goals to measure success.

"We're not necessarily telling anybody this is the only thing you can do at a certain site," said
Dave Zezulak, Ecosystem Restoration Program manager at Fish and Game. "But it is the
department's vision of what are the best opportunities.”

The U.S. Fish and Wildlife Service and National Marine Fisheries Services are expected to become
signatories to the plan, Zezulak said. Public comments may be submitted by Aug. 22. It is
expected to be finalized in December.

To download a copy, visit dfg.ca.gov/ERP/. For more information, contact Chad Dibble at (916)
445-1202 or cdibble@dfg.ca.gov.

— Matt Weiser

Recommend Be the first of your friends to recommend this.
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Governor Signs Bill to Advance Upgrades
to Septic and Sewer Systems

Submitted by Sarah Langford on Wed, 07/27/2011 - 3:25pm in State Legislation Water

Mews

Legislation aimed at making it easier for
property owners to pay for converting or
upgrading their sewer systems was signed
into law by Gov. Edmund G. Brown Jr. this
week.

Authored by Assembly Member Jared
Huffman (D-5an Rafael), AB 741 allows
public wastewater agencies to offer
voluntary liens to private property owners
to finance sewer lateral replacements and _
repairs as well as conversions from septic
to sewer systems. The new law takes
effect on Jan. 1, 2012,

Damaged sewer laterals can contribute to groundwater contamination and can
negatively affect local water supplies. This legislation will help private property
owners finance the costs of converting from a septic system to a community
sewer system and replacing damaged sewer laterals,

The measure was co-sponsored by Irvine Ranch Water District and supported
by ACWA,

"We are continually striving to find ways to further protect public health, water
quality and the environment,” said IRWD Board President Steve LaMar. "AB
741 does just this and will be a valuable tool as communities within our service
area and throughout the state consider converting from septic tanks to
community sewer systems."
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Why We Work to Protect California's Bay-Delta Estuary
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Over the past several years, fights have raged in the Courts and Congress over protections for salmon and other endangered species in
the Bay-Delta estuary. Much of the media coverage has focused on a small set of vocal critics of environmental protection. On Hannity
and on signs on I-5, the message is clear - we must choose between fish and people. But we all know that's a false choice, that a
healthy economy and a healthy environment go hand-in-hand.

The Bay-Delfa is a great example of this; it is a place where farmers, fishermen, and local communities have deep roots and understand
that a healthy environment sustains the economy. They know that their past and their future are linked to California’s largest aquatic
ecosystem.

But few people in California (and even fewer across the country) know where the Bay-Delta is located or are familiar with the
communities that live there.

This is why NRDC today released this short film about farmers and salmon fishermen working together to protect California’s Bay-Delta
estuary.

Delta Promise: Fishermen, Farmers, and the Futu...

Cathy He’mléy

Dalta frult farmer

T Tube,
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In the film, farmers and fishermen explain in their own words why protecting the Bay-Delta and its endangered species protects their
jobs, and sustains their way of life.

Protecting the Bay-Delta is about protecting our legacy as Californians. The farmers interviewed in the film are only a few of the
thousands of family farmers working their fields on the islands in the Delta, as they have for generations. Likewise, the fishermen
interviewed in the film are only a few of the thousands of fishing jobs in California that depend on healthy salmon runs, and of the
hundreds of thousands of families that want to again feel the thrill of a salmon on their fishing line, or enjoy grilling 2 salmon with friends
and family. Protecting the Delta and ensuring sustainable water withdrawals protects their family farms, their fishing jobs, and ensures
that future generations can enjoy wild salmon, steelhead, and a healthy environment. That's one reason why a growing chorus is
speaking up in opposition to efforts to sacrifice the Delta ecosystem and thousands of jobs for the benefit of a few.

http://switchboard.nrdc.org/blogs/dobegi/why_ngxx?o?r’k_to protect califor.html 7/27/2011
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But protecting the Bay-Delta is also about protecting the future of California, because muchof the state depends on the Delta for part of
its water supply, and because the struggle over scarce water resources in the Delta will also play out across the West in coming
decades, as climate change and population growth increase the stress on our rivers and wildlife. Finding sustainable water solutions is a
challenge we must meet.

Working together, we can sustain our fisheries, farming, cities and the environment. The first step is to meaningfully reduce our reliance
on water exports from the Delta by investing in proven, cost-effective improvements in water supply: groundwater, water efficiency,
stormwater capture, and water recycling. Taking more water from the Delta, or worsening water quality in the Delta, is not the answer for
the environment or for our economy.

But don’t take my word on it — watch the film and see for yourself. Talk with fishermen, or farmers in the Delta. Their livelihoods depend
on the future of the Delta. Let's join them, and help protect the legacy — and the future — of California.

Share | [ ke {42

Comments

Captain Mike — Jul 8 2011 12:23 PM
Hey - excellent video!l!
Except there are NO seiners in California - NO fishermen in the ocean who use nets to catch fish.. Our salmon fisheries in CA are 100% hook and

line and very selective. | hate when folks get the idea that we use giant nets to indiscriminately catch anything that swims into them.
Otherwise | totally love your production, good job.

Ross Borba — Jul 8 2011 02:44 PM

Unfortunately once again you've focused entirely on the export of water running through the Delta as the only issue there. You make no mention of
the introduction of non-native fish species to the Delta, which both eat native fish and their food sources. You also ignore the dumping of sewage
into the Delta by Sacramento , Stockton and other communities adjacent to the Delta, which has been cited by others in the know as probably the
most injurious condition negatively impacting the Delta ecosystem. And, finally, not one of the fishermen in your film make mention of the “make-
whole” payments they received from the federal government in return for their not fishing in the Delta for a time. Your professed unbiased desire to
cure the problems of the Delta would be much enhanced by a mere comprehensive reporting of the facts involved there.

Captain Mike — Jul 8 2011 04:13 PM

Ross,

why is it that farmers have such a hard time with the fact that some or most of our salmon fishermen got some disaster relief payments? A lot of
farmers get crop subsidies every year - and those are just that: Subsidies. We had a serious disaster, a total shut down of our ﬁshéry that we
depend on to pay our mortgages and support our families.

Where's your beef? (pun not intended, but as far as puns go, it'll work.....)

Comments are closed for this post.

© Natural Resources Defense Council
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water supplies
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hits the coasts with rising sea levels, causes
huge floods and storms in the Midwest, and
triggers water shortages in the Southwest,

according to a national environment
organization.

The Natural Resources Defense Council, noted both for its science and its advocacy, released a 128-
page report Tuesday on what its experts see as the impact of global warming on water supplies in a
dozen America cities, including San Francisco.

The report concluded that "while there may be some uncertainty as to the rate of warming or sea
level rise, there is no uncertainty that these changes are taking place, and that they are taking place
in our backyards."

Many cities, including San Francisco, have made significant efforts to assess potential threats from
climate change and plan for them, but others are lagging far behind, the report said. Los Angeles,
for example, "currently lacks a local or regional vulnerability assessment," the report said.

"Some of the most serious impacts will be water-related, such as flooding of critical infrastructure
due to rising seas, and longer droughts due to less snowpack and less rain," the report said.

San Francisco, according to the researchers, will be challenged on a number of fronts. Sea levels
will rise; there will be more land erosion and increased saltwater intrusion; early snowmelt will
create water supply issues as will an increase in droughts; flooding will increase even as annual
precipitation decreases; fisheries will be affected; and more frequent and intense storm events will
occur.

The assessment is based largely on reports from Pacific Institute, a nonpartisan think tank in
Oakland that focuses on environment and economic policy. Climate change consequences - like a
projected 55-inch average sea level rise estimated for the coming century around the Bay Area -
stem from the most recent estimates by the United Nation's Intergovernmental Panel on Climate
Change.
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On the plus side, the report said that San Francisco is preparing itself well. It has created an
interagency task force to develop policies dealing with sea level rise. Also, the city's Public Utilities
Commission is working with government agencies and other cities to plan for potential water
shortages, and is "pursuing regulatory reforms to support the use of gray water, storm water,
rainwater and recycled water," the report said.

"San Francisco has developed several commendable initiatives to address climate change's impact
on water, providing a positive example for others to look to," Steve Fleischli, the council's senior
water attorney, said in a statement.

E-mail David Perlman at dperlman@sfchronicle.com.

http://sfgate.com/cgi-bin/article.cgi?f=/c/a/2011/07/27/MN5U1KFBGM.DTL
This article appeared on page A - 10 of the San Francisco Chronicle

® 2011 Hearst Communications Inc. | Privacy Policy | Feedback | RSS Feeds | FAQ | Site Index | Contact
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Storing Water for a Dry Day Leads to
Suits

By FELICITY BARRINGER

BAKERSFIELD, Calif. — Peter Key knew something was strange when the water levels in his
tropical fish tank began to go down last summer. Then the washing machine took 40
minutes to fill, and the toilets would not flush.

But even as Mr. Key and neighbors spent $14,000 to deepen their community well here, they
had identified a likely culprit.

They blamed water banking, a system in which water-rights holders — mostly in the rural
West — store water in underground reservoirs either for their own future use or for leasing
to fast-growing urban areas.

So the neighbors’ small local water utility has gone to state court to challenge the wealthy
farming interests that dominate two of the country’s largest water banks.

Viewed as test cases for the size and scope of water-banking operations, the lawsuits claim
that enormous withdrawals of water by the banks lowered the water table, causing geological
damage, service disruptions and costly repairs.

Water managers and the farmers they serve have long been major political players here in
Kern County, a center of conservative political power. But even inside these tight circles,
there is increasing friction as governments, businesses — especially agriculture — and a
population that has swelled by 26 percent in a decade all compete for water. Even a trendy
fruit, the pomegranate, plays a role in these water wars.

A memorandum of understanding between the small local utility that brought the suit,
Rosedale-Rio Bravo Water Storage District, which serves 20,000 customers, and the Kern
County Water Agency, which operates one of the water banks, stipulated that any problems
resulting from its bank would be the agency’s responsibility.

But the agency said it was not to blame, and made no effort to cover costs.

http://www.nytimes.com/201 1/07/27/science/eart%-l?zvaterbank.html?_rZB&1‘eﬁscience&... 7/27/2011
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“For two years, we asked them to do it and they didn’t,” said Eric Averett, general manager
of the district.

Instead, the smaller districts and the City of Bakersfield had to pay to deepen wells. The two
water-banking operations, one public and one quasi publie, have denied responsibility.

Water remains a contentious subject. Everyone’s complaining, said Mr. Key, a horse trainer,
who had to borrow from his neighbor to water the horses he boards.

Water banking has been widely embraced as a tool for making water supplies reliable,
sustainable and marketable. Groups traditionally at odds — environmentalists seeking full
rivers for fish and farmers tending pistachio or pomegranate trees — agree that water
banking is a useful strategy for managing a vital resource. A consulting group based in
Idaho, WestWater Research, estimates there are up to 30 working water banks in the West.

As climate change produces earlier snowmelts, sending too much of the water into reservoirs
in the spring and too little in summer, the need for storage grows.

“Water banking is a way of dealing with the volatility,” said Bruce Aylward, an expert in
water economics who founded Ecosystem Economics in Oregon.

The economic concept is simple. Farmers, through the water districts that they control, have
acquired land entitling them to use water, or have contracted for water supplies flowing to
their region. Municipal and industrial water users also have rights.

While some districts limit sales to distant urban areas, others allow them. One Kern County
district, Berrenda Mesa, sold part of its state entitlement for a one-shot payment of $3,000
an acre-foot — about 9o percent higher than its costs. The buyers were water districts
supplying homes and golf courses in Palm Springs.

The value in banking lies in the certainty that water will be available when it is needed. In
wet years, excess water recharges the depleted aquifer, a hedge against a prolonged drought.

The porous soil below the gravel and sand here, which are carried here from the Sierra
Nevada by the Kern River, is ideal for the purpose. “It’s a huge bucket,” said Florn Core, the
former water resources manager for the City of Bakersfield, which is located in a natural
desert where rainfall averages 5.7 inches annually.

Yet with its local supplies and water deliveries from the state and federal governments, Kern
County is an agricultural paradise of carrots, citrus, pomegranates and pistachios.

http://www.nytimes.com/201 1/07/27/science/eath)Z-l?gvaterbank.hnnl?_FB&refzscience&... 7/27/2011
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Changes in the agricultural economy over the last 15 years, including the rising popularity of
pomegranates and pistachios, prompted many farmers to switch to permanent crops, taking
away the option of letting fields lie fallow in dry years. So water banking expanded.

Since 1978, when water banking started here, 5.7 million acre-feet — about a third of the
annual flow of the Colorado River — has been stored in the two largest banks, said James M.
Beck, the general manager of the Kern County Water Agency, which regulates local use. The
two banks’ combined storage capacity is about 2 million acre feet.

Pumping out huge amounts of stored water in dry years was thought to have little impact on
the underground geology — at least until Mr. Key’s shower head sputtered. Now engineers
believe it reversed the area’s underground hydraulic gradient, turning a hill-shaped water
table, accessible by shallow wells, into a valley. The trigger for the huge withdrawals was a
drought that began in 2007. Kern County’s allocation of water from Northern California was
cut. Then, in the 40 months beginning in March 2007, roughly half the banks’ capacity was
pumped out to keep fruit and nut trees alive.

“I don’t think anyone fully appreciated the magnitude of the impact they would have,” said
Mr. Averett of the Rosedale-Rio Bravo Water Storage District.

POM Wonderful, part of the fruit-drink empire owned by Stewart and Lynda Resnick, makes
its profits from pomegranate trees kept green by the Kern Water Bank Authority. The
authority, technically a public agency, is controlled by the Paramount Farming Company,
which like POM, is a subsidiary of Roll Global, a company owned by the billionaire Resnicks.

Ernest Conant, a lawyer for the Kern Water Bank, disagrees with the lawsuit’s main
contentions — that the rapid pumping caused the well problems in west Bakersfield and that
environmental reviews, in failing to anticipate the problem, were inadequate.

“You have the right to bank water and take it out, but you have to do it in a manner that does
not cause significant harm to others,” Mr. Conant said. “We think our program accomplishes
that.”

Mr. Beck, whose agency manages the Pioneer Water Bank and who is the defendant in the
other suit, said, “We haven’t seen enough data to indicate that our operations are the cause

of the decline.”

Because so much is at stake, many people expect a settlement before a judge can decide the
issues. The water problems have eased, and some contend the aquifer healed itself —
although Mr. Averett said the water tables were still lower than before. A separate suit filed

http://www.nytimes.com/2011/07/27/science/ eaﬁ%}zgxgzvaterbank.html?iFB &ref=science&... 7/27/2011
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by environmentalists a year ago challenges the 1990s deal that transferred the Kern Water
Bank from the state to a group of water suppliers conirolled by the Resnicks.

All three lawsuits could have broad consequences.

“Everybody wants to bank and sell. Everybody,” Mr. Core said. “If a lawsuit like Rosedale-
Rio Bravo’s is successful, someone may be working on a banking project and it could come to
a screeching halt — after they've started counting the money.”

bttp://www.nytimes.com/2011/07/27/science/ eaﬂmgvaterbank.htnﬂ?_r:?) &ref=science&... 7/27/2011
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Water storage project to create 6,000 jobs

KRISTINE MCGOWAN, Special to the Daily Press
2011-07-26 17:28:36

CADIZ « A massive water delivery and storage system in the works
for eastern San Bernardino County is projected to create nearly
6,000 jobs and spur more than $878 million in economic activity.

Roughly halfway between Barstow and Needles, in the tiny
unincorporated community of Cadiz, Los Angeles-based renewable
resources company Cadiz Inc. plans to drill a series of wells and
build a pipeline to the Colorado River Aqueduct. The company also

: . aims to construct an underground storage system that will allow the
e ~  agricultural community to conserve groundwater that would otherwise
evaporate, bolstering the local water supply.

According to economist John E. Husing, the project’s construction phase alone would generate nearly
6,000 direct, indirect and induced jobs, drawing from San Bernardino County's broad labor supply and
providing job opportunities for those in the High Desert.

Gary Stokes with Northwest Pipe Company in Adelanto said in a statement that the project would provide
nearly a full year of production for his employees and local supply partners.

With time, Cadiz’s project should also increase annual tax revenue to the county by $5.4 million. And as
the project's vendors and workers spend their earnings locally, Husing predicted additicnal employment
opportunities would be generated in surrounding communities, creating a cumulative total of more than
$878 million in new economic activity.

The project is still in the environmental review and permitting phase, according to Courtney Degener, vice
president of Investor Relations at Cadiz Inc.

For more information, visit www.Cadizlnc.com.
Kristine McGowan is a Daily Press intern.

Get the complete story every day with the "exactly as printed" Daily Press E-edition, only $5 per month!
Click here to try it free for 7 days. To subscribe to the Daily Press in print or online, call (760) 241-7755, 1-
800-553-2006 or click here.

© Copyright 2011 Freedom Communications. All Righis Reserved.
Privacy Policy | User Aareement | Site Map

O

\;\If%ﬁp‘?db:vvdailypress&id=29077 7/27/2011

¢

http://www.vvdailypress.com/common/printer/vi



THIS PAGE
HAS
INTENTIONALLY
BEEN LEFT
BLANK
FOR PAGINATION

P182



State looking at regulating private fishing ponds, lakes | Riverside | PE.com | Southern Ca... Page 1 of 4

State looking at regulating private fishing p«
lakes

07:33 AM PDT on Monday, July 25, 2011

By DAVID DANELSKI
The Press-Enterprise

]

Owners of private pay-to-fish ponds and lakes are stewing over new rules t
considering that would require them fo conduct environmental reviews to de
whether their operations harm local wildlife.

The private fishing holes usually operate on a slim margin, said Craig Elliofi
Corona Lake, which charges $22 for a day-long chance to catch catfish, tro
crappie or bluegill.

If adopted, he says the rules could force him and other operators out of bus

"3 A - A

Mark Zaleski / The Press-Enterprise

Corona Lake owner Craig Elliot owner of Corona Lake is
upset that private fishing sites such as his may soon be
subject to costly state wildlife regulations. "These lakes
have been stocked for years and years, and if there ever
was an environmental impact, it would have happened

long ago.”

"We are all scratching our heads on this," said Elliott, whose family has owt
acre lake off Interstate 15 south of Corona for about 30 years. "These lakes

http://WWW.pe.C0m/l0calnews/environment/storielyf%% News Local D fish25.3a4e9fb.html 7/26/2011



State looking at regulating private fishing ponds, lakes | Riverside | PE.com | Southern Ca... Page 2 of 4

stocked for years and years, and if there ever was an environmental impac
have happened long ago."

It could cost him as much as $100,000 to determine how stocking the lake |
wildlife, he said. Such assessments require detailed wildlife surveys and re|
qualified biologists.

State Fish and Game officials say the rule changes stem from litigation that
department to determine the effects of all fish-stocking practices.

The rules are still in the works, and state officials have been meeting with E
other pay-to-fish operators to hear their concerns.

Elliott said he fears the state could start requiring his customers to have fisl
which cost $43.46 a year for most California residents. The idea has come
meetings with Fish and Game officials, he said.

The new regulatory oversight could change the legal status of pay-to-fish o
said Marko Mlikotin, executive director of the California Association for Rec

Fishing. The operators are now considered "aqua culturists” or fish farmers

their produce -- fish -- to the public, he said. If the pay-to-fish operators arel

considered fish farmers, their customers would have to get licenses in mosi

he said.

The rules could have a wide reach, Mlikotin said. They would apply to abou
farmers statewide who grow live fish for pond and lake stocking and for res
said. In addition, thousands of privately owned ponds and lakes would nee
permits that require environmental assessments.

"We are talking about backyard, farm, golf course and homeowner associal
Mlikotin said.

Stafford Lehr, fish and game's fisheries chief, said the rule-making is in pro
expected to be discussed at the Fish and Game Commission's Aug. 3 mee’
department is not ready to seek approval of the new regulations, he said.

http:// www.pe.com/localnews/ envir0hment/storigs}lﬁiﬁNews_Local_D_ﬁsh25.3a4e9fb.html 7/26/2011
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A lot of people will choose not to fish,” Cesar Robles
says, if the state begins to charge for licenses to fish in
private, stocked ponds and lakes.

Protecting Natives

The move to increase scrutiny of fishing operations stems from lawsuits file
environmentalists over the state's century-old practice of stocking fish in pu
rivers and streams for recreational anglers, Lehr said.

About eight years ago, the Tucson-based Center for Biological Diversity su
Game, contending the state's stocking should be subject to a comprehensit
environmental study, said Noah Greenwald, endangered species program ¢
the center. The group sued the state again last year when it found the subs
study inadequate.

The center said that stocking lakes and waterways with non-native trout ha:
to declines of many native species, particularly amphibians such as the mo
-legged frog, Cascades frog and long-toed salamander, which need fishles:
mountain lakes for survival. Fish feed on the amphibians' eggs and young.

The center also contended that hatchery-raised fish breed with native anim
weaken the native strains.

Greenwald said the litigation wasn't aimed at privately owned lakes and pot
added, though, that assessing the impacts at such locations has merit.

Lehr said that as the state determines how its stocking practices affect wild
needs to learn the consequences of stocking private waterways with the pe
species -- rainbow trout, largemouth bass, crappie, bluegill, tilapia, crappie,
types of catfish.

"We have no idea what is happening when those eight species are release:

http://Www.pe.com/localnews/enviromnent/storie%?E%s_ News Local D fish25.3a4e9fb.html  7/26/2011
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Corona resident Cesar Robles, casting his line Thursday morning at Coron:

he fears a state crackdown could mean just one thing: "A lot of people will ¢
fish."

Another fisherman, Ray Santamaria, of Ontario, said he was hoping to hool
New regulations aren't needed for private lakes and ponds, he added.

"It's ridiculous,” he said. "If it's public land, no problem. But private land? It |
somewhere."

Reach David Danelski at 951-368-9471 or ddanelski@PE.com
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County drinking water
tests show traces of
harmful chemicals at
many sites

By Kristin S. Agostoni and Melissa Evans Staff Writers
Posted: 07/19/2011 07:33:24 PM PDT

Updated: 07/19/2011 07:39:52 PM PDT

Drinking water samples collected from nearly

800 Los Angeles County facilities showed traces o
f metals and harmful chemicals at many sites,
while water at four locations contained levels of
arsenic and lead that exceeded recommended
health standards, a study has found.

Water with the highest concentrations of arsenic
was collected from a juvenile probation camp in
Lancaster, where levels were measured at
roughly seven times the recommended maximum
threshold, the report states.

And while the analysis did not find any sites
where water samples exceeded the threshold for
two forms of chromium, some maintain that
public health standards need to be updated so
that each form can be evaluated on its own.

The analysis - requested by Superviscr Michael
Antonovich to compare contaminant levels in
drinking water to those in a similar report 10
years ago - looked at an array of facilities,
including parks, libraries, fire stations and
offices, including sites in the South Bay.

All are places where county employees work, and
which could be open to the general public, said
Ken Pellman of the county Department of
Agricultural Commissioner/\Weights & Measures,
which took the water samples from the tap and
tested them in its South Gate laboratory.
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Many local test locations showed detectable
levels of lead, arsenic and chromium, but well
below what the state considers harmful to a
person's health.

The results were presented Tuesday to the

Board of Supervisors in a 31-page summary that
includes a breakdown of facilities by city, along
with addresses for the sites where exceedances
were discovered.

Antonovich peinted to an increase in the amount
of chromium in county water over the past 10
years; in 2001, 14.8 percent of sources showed
various levels of chromium, compared to 43.5
percent of sources in 2011.

Based on the report findings, he said it was
alarming that "instead of the water getting
better, some of our facilities have increased
levels of contaminants, not decreased."

Some environmental groups maintain that the
state needs to accelerate efforts to set safe
drinking water standards for hexavalent
chromium (chromium 8), which is believed to
pose a greater risk to human health than the
other form of the metal measured, trivalent
chromium.
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While the state has an established threshold for
total chromium - which includes both forms - it
has yet to adopt safe standards for hexavalent
chromium, which is believed to cause certain
forms of cancer.

The state determines acceptable levels of
contaminants by pitting the cost and process of
removing contaminants with the human health
risk that they pose over an average life span of
70 years, said Angelo Bellomo, director of
environmental protection for the County
Department of Public Health.

So far, no accepted level has been established
for hexavalent chromium, but the county is using
0.25 parts per billion as a threshold.

"lt's a conundrum for water agencies right now,"
said Rebecca Suiton, a senior scientist in the
Qakland office of the ncnprofit Environmental
Working Group. "We know the stuff is bad, but
we don't know to what level we need to treat
water" because no legal limits have been
established.

The effort to set public health guidelines for
hexavalent chromium has taken years, and
dragged on past a January 2004 deadline
established by state legislation three years prior,
said Andria Ventura, program manager for Clean
Water Action in San Francisco.

Her organization supports a recommendation
from the state Office of Environmental Health
Hazard Assessment to establish a public health
standard of 0.02 parts per billion for hexavalent
chromium in drinking water.

"It's time that we move forward to put the health
of the people of California first," Ventura said.
"It's very hard for communities that are impacted
to know what to do."

Bellomo said it's difficult to pin down the exact
source of any toxin detected. For example,
arsenic is a naturally occurring contaminant that

http://www.dailybreeze.com/fdep?unique=131 17%5?28] 636
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could have come from a number of different
water sources.

And Pellman, the agricultural commissioner's
spokesman, said the tap water samples could p
oint to issues with piping in the facilities, not
necessarily the groundwater supply. He said
individuals concerned about the guality of their
water could provide samples to the department's
lab and have them tested.

In the report, officials note particularly high
levels of arsenic, 70 parts per billion, in the
vicinity of Camp Challenger in Lancaster, a
juvenile camp run by the county Probation
Department. The state and federal standard for
drinking water is 10 parts per billion.

The water sampled there also showed high levels
of hexavalent chremium, about 12 parts per
billion, the report states.

Since the release of that report, two facilities
with the highest levels - Challenger and Fire
Station 122 - have turned off all their water
fountains, and required the use of bottled water

~ for drinking and brushing teeth. Challenger hosts

308 juvenile offenders and 270 staff members.

Antonovich on Tuesday criticized the Department
of Agricultural Commissioner/\Weights &
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Measures for a delay in releasing the findings.

Agricultural Commissioner Kurt Floren said the
results were not released at the time of testing
because they were intended for release with all
the other results in the larger report.

The county Health Department is also conducting
testing of about 200 small well water systems
through September.

The board directed the agricultural department
to report back in 45 days with additional samples
and a side-by-side comparison of contaminant
levels from 2001 to 2011.
kristin.agostoni@dailybreeze.com

melissa.evans@dailybreeze.com

Staff writer Christina Villacorte contributed to
this article.
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dailynews.com
Agency criticized for

lagging on water
contamination warning

By Christina Villacorte, Staff Writer
Posted: 07/19/2011 09:20:54 PM PDT

Updated: 07/19/2011 09:23:09 PM PDT

A county agency that detected excessive levels
of arsenic and other chemicals in the tap water
at four county facilities waited as long as nine
months before alerting health officials - and the
people at those sites - about the risks.

Supervisor Michael Antonovich criticized the
Department of Agricultural
Commissioner/Weights and Measures' delay in
releasing the findings of its water quality tests.

"That's unacceptable," Antonovich told
Agricultural Commissioner Kurt Floren during a
Board of Supervisors hearing Tuesday.

The department discovered high levels of arsenic
at Fire Station 122 in Lakewood in October and
at Challenger Memorial Youth Center in
‘Lancaster in December and January, and at two
other sites in March.

The results were not disclosed publicly until a
report on testing at 756 county-owned sites was
released two weeks ago.

Since the release of that report, two facilities
with the highest levels - Challenger and Fire
Station 122 - have turned off all their water
fountains, and required the use of bottled water
for drinking and brushing teeth.

"Unfortunately, we found out that the water at
one of the camps within the Challenger
Memorial Youth Center group had a very
elevated level of toxicity," Probation Department

http://www.dailynews.com/fdep?unique=1311 7053’?81609
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spokeswoman Kerri Webb said.

"Because we want to absolutely take care of and
protect the health of the minors who are in our
custody, as well as the staff there - what we're
doing is we

have brought in bottled water for the minors and
for staff to consume," she added.

Challenger hosts 308 juvenile offenders and 270
staff members.

Angelo Bellomo, environmental health director
for the county Depariment of Public Health, said
steps were being taken to investigate the
contamination, and clean it up.

He tried to assuage health concerns, saying,
"Keep in mind, most of the numbers that we're
looking at here, although they're over the
‘maximum contaminant level,' they're not quite
at the level yet that would produce any near-
term hazard."

Agricultural Commissioner Kurt Floren said the
results were not released at the time of testing

because they were intended for release with all
the other results in the larger report.

"In reviewing our actions here, there were delays
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in moving that information to (the Department of )
Public Health," Floren testified to the board.

"... We have developed protocols for moving
forward for immediate notification to Public
Health."

Challenger's tap water had seven times the state
and federal "maximum containment level" for
arsenic, and also contained hexavalent
chromium, a carcinogen.

Bellomo said more frequent water testing would
be conducted at the four county facilities, and
suggested the possibility of diluting the
contamination with water from nearby wells.

When Antonovich seemed skeptical about such a
plan, Bellomo said, "l suppose you could import
water, but that would require hauling it in, for
example."

Antonovich replied, "If you don't want to glow in
the dark, it might be a good alternative.”

The report was the first time in 10 years that
such an evaluation of water quality at county
facilities was undertaken.

Floren said the report was incomplete, because
his department was still waiting for the
Department of Public Health to provide water
samples from county-owned wells.
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JURUPA VALLEY: Plan eyed to use untreated
water for irrigation

10:00 PM PDT on Friday, July 22, 2011

By SANDRA STOKLEY
The Press-Enterprise

Officials of several Jurupa Valley-based agencies are working with Riverside County
Supervisor John Tavaglione's office on a plan to use cheaply priced, undrinkable water
provided by a private water company to irrigate parks, schools and other large land
expanses in the newly formed city.

But the $1.2 million question is: who would pay to build the pipelines, pumps and other
infrastructure to transport water from wells belonging to Empire Water Corp. to the sites
that need watering.

The $1.2 million figure is how much it would cost to add the Jurupa Mountains
Discovery Center, The Cove Aquatic Park and Glen Avon Heritage Park to a system
that already provides water to Patriot High School and Indian Hills Golf Course,
according to a report prepared by engineering consultants Krieger & Stewart.

A5 W £ Nl j )
Paul Alvarez / Special to The Press-Enterprise
Volunteer Carol Morgan waters the iris bed at the
Jurupa Mountains Discovery Center on Friday. Officials

of several Jurupa Valley agencies are working on a plan
to use nonpotable water to irrigate parks, school
grounds and other public facilities.
Tavaglione's office has already pledged $500,000 in redevelopment money to the

proposed project.
Where the remaining $700,000 would come from remains a question mark.

Tavaglione's chief of staff John Field said he is working to set up a meeting in early
August of stakeholders -- including the Jurupa Community Services District, the Jurupa
Area Recreation and Park District and the Jurupa Mountains Discovery Center -- to
discuss the Krieger & Stewart report and ways to finance the project.

Although the lingering economic malaise makes even $700,000 tough to come by, Field
said the project is crucial to the area.

Water experts have said using cheap recycled or untreated water to irrigate helps public
agencies save taxpayer money while conserving precious drinking water in a time of
drought.

"We have to pursue recycled and nonpotable sources of water," Field said.

http://www.pe.com/localnews/stories/ PE_NewsﬁEdcljgaiDiwirrigateB 3177043 html
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4 ec’ring facilities such as the J m{ipa Mountains
Discovery Center to a supply of cheap water would cost

$1.2 million.
The ongoing discussions are the result of a confluence of events that were triggered
when news surfaced in 2008 that the Jurupa park district was in discussions with
Empire Water to purchase deeply discounted, untreated water to irrigate Glen Avon
Heritage Park, Centennial Park and a trail system.

Empire Water, which had purchased the Jurupa-based West Riverside Canal and 350
Inch Water Co. and its water rights, was already providing irrigation water to the Indian
Hills Golf Club and Patriot High School on Mission Boulevard.

In spring of 2010, officials of the Jurupa Community Services District announced that
the Jurupa Mountains Cultural Center -- which is now the Jurupa Mountains Discovery
Center -- would have to start paying for water service.

The nonprofit earth science center had not paid for water for decades and no one could
say for sure why.

Mary Burns, the Discovery Center's executive director at the time, reached out to
Empire Water as a potential source of cheap water and fo Tavaglione's office to provide
funding to make the connection.

Field said that initial meeting evolved into the larger plan under discussion now.

Burns, who retired from the Discovery Center this spring, said she has been lobbying
local water officials for years to establish a system to use recycled and untreated water
to irrigate school campuses, parks and other large expanses of green space.

"To waste money paying for highly treated water to irrigate trees and grass is
unconscionable," Burns said.

Reach Sandra Stokley at 951-368-9647 or sstokley@PE.com
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Buy a whale, save the ocean

by Ashley Archibald

August 03, 2011

SM PIER — Supporting ocean cleanliness got a fresh face Tuesday when the Department of Motor Vehicles and California
Coastal Cammission joined forces to reveal a redesigned custom license plate, the sale of which will benefit ocean-loving
nonprofits all over the state.

Santa Monica was one of three cities chosen to unveil the new design, which shows a fully-extended humphack whale's
tail jutting up out of the ocean, framed by puffy white clouds.

The plate, which first debuted in 1997, has been one of the most popular specialty license plates available in the state,
and has raised $69.2 million for environmental conservation efforts.

"We're really thrilled about the launch of the California license plate,” said Assemblywoman Julia Brownley (D-Santa
Monica), one of several notables that spoke at the event. "When I'm nct in Sacramento, not a day goes by that I'm not

marveling at the environmental treasure that California has in this coastline.”

The original design, by the artist Wyland, shows a foggy day on the ocean, and a whale's tail curved over the surface of
the water.

To date, the DMV has sold 198,000 of the original plates.

That design had to be retired on July 1, because Wyland asked for a 20 percent royalty for plate sales, officials said.
"While we are grateful to Wyland for his donation over many years, we opted to retire the plate,” said California Coastal
Commission Executive Direcior Peter Douglas. "This presented an exciting opportunity to freshen the look of the plate,

inspire new interest and get the public invalved.”

The California Coastal Commission held a contest asking the public to send in designs for the plate, Over 300 people sent
in designs, and the selection committee managed to narrow that cache of ideas to two winners.

Those winners, painter Elizabeth Rohinette Tyndall of Bethel Island and graphic designer Bill Atkins of Laguna Beach,
collaborated on the new design.

"{The DMV} would like to say job well done,” said Christina Harden, who represented the department at the pier event.
Selling the plates has a palpable impact here in Santa Monica.

Of the 433 Whale Tail grants that have been awarded through the program, Santa Monica-based Heal the Bay has
benefited to the tune of $30,000 to fund its beach clean up programs.

The organization organizes between 600 and 900 clean ups every year for the stretch of beach hetween Cabrillo and
Zuma beaches, said Eveline Bravo, the beach pragrams manager for Heal the Bay.

Whale Tail money pays for approximately 500 of those projects, she said.

htp://swww.smdp.com/L Pprintwindow.L ASSO?-fok&R editorialcall=72306.113116 8/3/2011
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"It's the sole reason why the clean ups at Heal the Bay exist," she said.

The license plates both fund the pick-ups and raise awareness, said Amy Smart, actress and board member of Heal the
Bay, pointing out that 80 percent of trash found on beaches comes from 60 miles away.

"The Whale Tail plate is an easy way to let people know that we need to protect our sea,” she said.
To encourage people to get cut and buy the plates, Mayor Scott Schoeffel of the dty of Dana Point issued an invitation to
other mayors for a Whale Tail Cities Challenge, to see which participating city can claim the most plates sold, as a

percentage of population before Sept. 17.

The winning city will get a basket of locally produced foods and heverages from each of the participating dities, to be
shared at a community meeting or event.

Sept. 17 marks the endpoint of the competition because it's also the 27th Annual California Coastat Cleanup Day, which is
partially funded by the sale of the "Ecoplates.”

Over 82,000 volunteers participated in last year's event, and collected 1.2 million pounds of trash.

A coalition of Convention and Visitor's Bureaus from coastal cities including Santa Monica hepe to inspire even more this
year by giving away a $1,000 gift certificate to Whole Foods Market and a getaway to a California destination to lucky
participants.

Whale Tail Ecoplates can be bought at www.ecoplates.com or at one of 168 DMV locations. Plates cost $50, or $93 for
personalized versions.

ashley@smdp.com
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latimes.com
Op-Ed
California's water wars

The west side of the Central Valley supports California's booming agricultural
prosperity. We can't afford to let it go dry.

By Victor Davis Hanson
August 7, 2011

California's water wars aren't about scarcity. Even with
37 million people and the nation's most irrigation- g
intensive agriculture, the state usually has enough water !
for both people and crops, thanks to the brilliant ’
hydrological engineering of past Californians. But now
there is a new element in the century-old water calculus: |
a demand that the state's inland waters flow as pristinely |

as they supposedly did before the age of dams, reservoirs and canals. Only that way can California's
rivers, descending from their mountain origins, reach the Sacramento-San Joaquin River Delta year-
round. Only that way, environmentalists say, can a 3-inch delta fish be saved and salmon runs from the
Pacific to the interior restored.

Such green dreams are not new to Califormia politics. But their consequences, in this case, have been
particularly dire: rich farmland idled, workers laid off and massive tax revenues forfeited.

You can learn an important fact about the water wars simply by driving the width of California's vast
Central Valley, home to a large chunk of the state's $14-billion farm export business. What the drive
teaches you is that there is no single Central Valley agriculture. Rather, the state is divided
longitudinally, right down its middle, into two farming landscapes. These regions — the east and west
sides of the Central Valley — differ not only in the crops they grow but also in the availability of water.

Start with the cast side, which looks like a verdant, well-tended park from the air, thanks to the Sierra
Nevada, which each spring sends copious snowmelt into the rivers that flow into the Central Valley.
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Proximity to this guaranteed runoff from the Sierra explains why the east side's small towns favored
permanent orchards and vineyards, which represented more than a single year's investment, rather than
annual row crops, beef and dairy, In the early 20th century, power companies and the state improved on
what nature had bestowed, tapping the massive snow runoff with an ingenious system of dams and
gravity-fed canals that channeled the stored water to farmland below.

To this day, gravity-fed irrigation usually supplies the east side with enough summer runoff for its crops.
But in rare drought seasons, farmers have a second resource: an enormous aquifer, originally perhaps as
large as a billion acre-feet, with a water table close to the surface. The water is good and the cost of
pumping cheap.

The far larger, far more fragile west side of the valley is a different story. It is too distant from the Sierra
to easily tap much of the snow runoff. And the water table can be more than 1,000 feet underground.

Until the 1960s, this vast interior land was sparsely populated, mostly unfarmed and owned by large
ranching concerns. But then the federal and state governments, in a series of complex partnerships, built
the Central Valley Project and the California State Water Project — sprawling networks of dams,
pumping stations and canals sending water from the north more than 400 miles south. Once west side
farmland was brought into irrigated production, it proved to be some of the world's most fertile, and a
multibillion-dollar farming industry was born from desert.

That industry, however, was dominated by massive corporate and family-held operations. Even as they
found ways to produce an ever-greater variety of crops, they came under attack, particularly from
California's vocal left, which harped that taxpayers were subsidizing corporate farming - that the $130
and more that farmers were charged per acre-foot of water represented far less than it cost to build and
maintain the irrigation system. More recently, environmentalists have argued that diversion of the
northern rivers degraded the ecology of the Sacramento-San Joaquin River Delta.

In late summer 2007, a federal judge in Fresno ruled in favor of an environmentalist lawsuit demanding
that the government curtail water deliveries to the west side 80% and more. The suit involved salmon
and the 3-inch delta smelt. The number of smelt in the delta had plummeted over the years, the
environmentalists claimed, because water projects had diverted too much northern water. The solution,
they argued, was to shut down the irrigation pumps.

S0, 10 2008 and 2009, water deliveries to farmers were drastically reduced. Chaos followed. Thousands
of acres of crops were idled. Farmworkers were laid off. In some cases, newly developed orchards and
vineyards on the west side died — ofien near the frequently traveled I-5, where thousands of passing

motorists daily saw dead trees and signs erected by angry landowners proclaiming a man-made dust
bowl.

Farmers are resourceful people. Some were able to switch to drought-resistant crops; others had reserves
to pay the exorbitant costs of pumping scarce groundwater. Still others purchased irrigation supplements
from east side canals. A variety of factors, including spiraling agricultural prices, helped them hang on,
and in the winter of 2009 they got a lucky break: California entered one of its periodic wet cycles. The
result is that, though the state certainly lost hundreds of millions of dollars in agricultural revenue,
California will probably still export a record $14 billion in farm commodities in 2011.

At the end of my frequent drives across the state, | generally descend into the environmentalists'
stronghold, the San Francisco Bay Area. Here, particularly at Stanford University and UC Berkeley,
much of the environmental research and ideological advocacy took place that put the salmon and the
smelt ahead of agribusiness.
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California lakes and canals are a testament to our fathers' using nature to bring water, power and
prosperity to the Central Valley. The state's visionary engineers and politicians saw the massive federal
west side irrigation projects as the logical 20th century successors to smaller state and local enterprises
that had irrigated the east side in the 19th century. But today, coastal scientists have tired of such
visions. They consider them destroyers of nature, not catalysts of wealth, so they use their academic
expertise to thwart them.

The smelt and the salmon are now back in court, thanks to a hypothesis that Bay Area wastewater, not
just river diversions and massive delta pumps, is also to blame for their still diminished numbers. U.S.
District Judge Oliver W. Wanger has approved a temporary compromise that iries, in wet years like this
one, to grant farmers up to 85% of their contracted water deliveries. The deal has made
environmentalists happy, since it keeps the rivers flowing to the sea. The farmers are less happy,
reasoning that if they're getting little more than three-quarters of their deliveries during one of the
wettest seasons on record, they'll surely receive even less in the inevitable drier years to come.

But in today's California — with vast Democratic majorities in the Legislature, statewide officeholders
mostly Democratic, and a delegation to Congress that's also largely Democratic — there is almost no
chance of restoration of the original 100% delivery contracts, no matter what weather the future brings.
When the wet cycle passes, thousands of acres on the west side of the Central Valley will again become

idle until Californians accept that unused farmland is a luxury that a struggling state can no longer
afford.

Victor Davis Hanson is a contributing editor of City Journal. He is the author of the forthcoming novel
"The End of Sparta." Adapted from the summer issue of City Journal.
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