MEETING OF THE BOARD OF DIRECTORS

WATER REPLENISHMENT DISTRICT OF SOUTHERN CALIFORNIA

4040 PARAMOUNT BOULEVARD, LAKEWOOD, CALIFORNIA 90712

9:00 A.M., FRIDAY, OCTOBER 19, 2007
AGENDA

Each item on the agenda, no matter how described, shall be deemed to include any appropriate motion,
whether to adopt a minute motion, resolution, payment of any bill, approval of any matter or action, or any
other action. Items listed as “For Information” or “For Discussion” may also be the subject of an “action”
taken by the Board or a Committee at the same meeting.

1.

2.

DETERMINATION OF A QUORUM
PLEDGE OF ALLEGIANCE
PUBLIC COMMENT

ADDITIONAL ITEMS TO AGENDA

Determine the need to add items to the agenda. In order for the Board to add an
item to the agenda it must make a determination that: (i). The item came to the
attention of the Board after the posting of the agenda; (ii). That there is a need for
immediate action to be taken by the Board. If these two tests are met, the Board
may add the item in question to the agenda for consideration consistent with the
provisions of the Brown Act.

CONSENT CALENDAR

Consent Calendar items are considered routine by the Board of Directors and will
be adopted by one motion. There will be no separate discussion of these items
unless a Board Member so requests, in which event the item will be removed
from the Consent Calendar and considered separately immediately following
action on the remaining items.

A. CONTINUATION OF CONTRACT WITH CAROLLO ENGINEERS FOR
1-105 FREEWAY DEWATERING WELLS BENEFICIAL USE PROJECT
Water Resources Committee Recommendation: Extend the
expiration date of the agreement with Carollo Engineers to December 31,
2008.

B. NATIONAL LEAGUE OF CITIES CONFERENCE, NOVEMBER 13-17,
2007, NEW ORLEANS
President’s Recommendation: Approve out-of-state travel to the
Congress of Cities and Exposition in New Orleans for those directors who
wish to attend.
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6. FRIENDS OF THE LOS ANGELES RIVER 6TH ANNUAL LOS ANGELES
RIVER AWARDS AND FIESTA
Staff Recommendation: For information and discussion.

7. STORAGE AND CONJUNCTIVE USE (CU) MEDIATION PROCESS
Staff Recommendation: For information.

8. WALNUT PARK MUTUAL WATER COMPANY CONJUNCTIVE USE DRY
YEAR STORAGE PROGRAM
Staff Recommendation: For information.

9. LEGISLATIVE REPORT
Staff Recommendation: For information.

10. GENERAL MANAGER’S REPORT
11. WRD TAC CHAIR REPORT
12. DIRECTORS’ REPORTS/COMMITTEE REPORTS

13. WRD BOARD MEETING DATES
A. November 2, 2007 — 9:00 a.m. — Board of Directors Meeting
B. November 16, 2007 — 9:00 a.m. — Board of Directors Meeting
C. December 7, 2007 — 9:00 a.m. — Board of Directors Meeting
D. December 21. 2007 — 9:00 a.m. — Board of Directors Meeting

14. CLOSED SESSION

A. Real Property Negotiation per Government Code §54956.8
Real Property: Lease Space at 4040 Paramount Blvd, Lakewood,
California 90712 ’
Agency Representative: Robb Whitaker
Negotiating Party: Small Business Development Center Network
Under Negotiation: Price, terms of payment, and conditions for possible
lease

B. Consideration of appointment, employment, evaluation of performance, or
dismissal of one public employee per Government Code §54957
Position Title: General Manager

15. ADJOURNMENT

Agenda posted by Abigail C. Andom, Deputy Secretary, October 16, 2007. In compliance with ADA requirements, this document
can be made available in alternative formats upon request.
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MEMORANDUM Prepared by: Paul Fu

Reviewed by: Ted Johnson

WATER REPLENISHMENT DISTRICT . B, . ;
OF SOUTHERN CALIFORNIA ITEM NO. 5.A Approved by: Robb Whitaker

DATE: OCTOBER 19, 2007
TO: BOARD OF DIRECTORS
FROM: ROBB WHITAKER, GENERAL MANAGER

SUBJECT: CONTINUATION OF CONTRACT WITH CAROLLO ENGINEERS FOR 1105
FREEWAY DEWATERING WELLS BENEFICIAL USE PROJECT

BACKGROUND

The California Department of Transportation (Caltrans) pumps shallow groundwater to
dewater a segment of the 105 Freeway to mitigate any negative impacts to the freeway from
high groundwater levels. Currently, the extracted water is treated due to volatile organic
contamination using a granular activated carbon system before being discharged to the Los
Angeles River where it flows to the ocean. About 2,000 acre feet per year is discharged.

WRD has developed a project that would put the extracted water back into the groundwater
basin instead of being wasted to the ocean. The project involves providing additional
treatment to the water, piping it to the Dominguez Gap Barrier after blending with groundwater
from a new production well to offset the MWD potable water that is currently used at the
barrier, and replacing the pumped water at the spreading grounds so that there is no net loss
of groundwater from the basins.

Work is ongoing with the project. The agreement between the District and Carollo Engineers
for preparation of the Environmental Impact Report (EIR) will expire on December 31, 2007,
but the EIR will not be completed by that time due to difficulties in finding properties on which
to build the new treatment plant. Therefore, a time extension to the agreement is required so
that work can continue beyond December 31, 2007. Attached is the draft extension.

FISCAL IMPACT
None.

WATER RESOURCES COMMITTEE RECOMMENDATION
Extend the expiration date of the agreement with Carollo Engineers to December 31, 2008.
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AMENDMENT NO. 3

TO CONTRACT NO. 371
AGREEMENT FOR PROFESSIONAL SERVICES
BETWEEN
WATER REPLENISHMENT DISTRICT OF SOUTHERN CALIFORNIA
AND
CAROLLO ENGINEERS P.C.

This AGREEMENT is made and entered into this 1* day of January 2008 and between the
Water Replenishment District of Southern California ("DISTRICT") and Carollo Engineers P.C.
("CONSULTANT™"). The DISTRICT and CONSULTANT are collectively referred to as PARTIES.

RECITALS

A. Onthe 6™ day of December 2004, a certain agreement, hereinafter referred to as Contract
No. 371, was executed between DISTRICT and CONSULTANT for engineering services for the I-
105 Freeway Dewatering Wells Beneficial Use of Groundwater Project.

B. On the 15™ day of December 2005, Amendment No. 1 to Contract No. 371 was executed
between DISTRICT and CONSULTANT for engineering services for the I-105 Freeway Dewatering
Wells Beneficial Use of Groundwater Project.

C. On the 5™ day of March 2007, Amendment No. 2 to Contract No. 371 was executed
between DISTRICT and CONSULTANT for engineering services for the I-105 Freeway Dewatering
Wells Beneficial Use of Groundwater Project.

D. DISTRICT and CONSULTANT have agreed to amend the Term of the Agreement
provision of the Contract No. 371, together with Amendments Nos. 1 and 2 (collectively referred to
as “AGREEMENT”)

AMENDMENT
NOW, THEREFORE, in consideration of the mutual covenants, promises, and agreements set

forth, it is agreed the aforesaid Contract No. 371, a copy of which is attached and incorporated
herein by reference, shall remain in full force and effect, except as otherwise hereinafter provided.
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The PARTIES agree to amend the contract as follows:

1. Term of Agreement: The term of the Agreement shall be extended to December 31, 2008
(the “Expiration Date”).

2. Remaining Portions of the Agreement: Except as otherwise expressly set forth in this
Amendment, all other provisions of the Agreement remain in full force and effect between
DISTRICT and CONSULTANT.

IN WITNESS WHEREOF, the PARTIES have caused this AMENDMENT to AGREEMENT
to be executed the day and year first above written.

WATER REPLENISHMENT DISTRICT OF

SOUTHERN CALIFORNIA
Signature Signature
Albert Robles Sergio Calderon
President, Board of Directors Secretary, Board of Directors

CAROLLO ENGINEERS, P.C. (""CONSULTANT")

Signature Signature
Print Name Print Name
Title Title
Approved As To Form:

MEYERS, NAVE, RIBACK, SILVER & WILSON

James M. Casso, General Counsel
Water Replenishment
District of Southern California
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» ' MEMORANDUM Prepared by: Sheryll Petty

= Reviewed by: Scott Ota
WATER REPLENISHMENT DISTRICT ITEM NO. 5.B )
OF SOUTHERN CALIFORNIA Approved by: Robb Whitaker

DATE: OCTOBER 19, 2007
TO: BOARD OF DIRECTORS
FROM: ROBB WHITAKER, GENERAL MANAGER

SUBJECT: NATIONAL LEAGUE OF CITIES CONFERENCE, NOVEMBER 13-17, 2007,
NEW ORLEANS

SUMMARY

The National League of Cities is having an annual conference in New Orleans from November
13-17, 2007. It will be held at the Ernest N. Morial Convention Center and is a chance for
local elected officials to share their ideas about how to make their communities better for their
citizens.

Items of particular interest for the WRD Board are sessions on water infrastructure and on
regional water management.

FISCAL IMPACT

Registration for the conference is $710; hotel rates range from $175-$240 per night and the
roundtrip airfare is approximately $450.00. This item will come from the Director’s individual
travel allowance budget approved in the 07/08 budget.

PRESIDENT’S RECOMMENDATION
Approve out-of-state travel to the Congress of Cities and Exposition in New Orleans for those
directors who wish to attend.
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MEMORANDUM Prepared by: Adeline Yoong
Reviewed by: Scott M. Ota

WATER REPLENISHMENT DISTRICT ITEM NO. 6

OF SOUTHERN CALIFORNIA Approved by: Robb Whitaker
DATE: OCTOBER 19, 2007
TO: BOARD OF DIRECTORS
FROM: ROBB WHITAKER, GENERAL MANAGER

SUBJECT: FRIENDS OF THE LOS ANGELES RIVER 6™ ANNUAL LOS ANGELES
RIVER AWARDS AND FIESTA

SUMMARY

The Friends of the Los Angeles River (FOLAR) is a non-profit organization that works to
protect and revitalize the Los Angeles River. Founded in the 1988, the group has
spearheaded a growing movement to restore the river and find new ways to manage the
watershed. WRD has supported FOLAR’s annual river clean-up event since 1999.

FoLAR is also holding its 6" annual Los Angeles River Awards and Fiesta on Friday, October
19, 2007. The event is being hosted by Los Angeles Councilmember Tom LaBonge and will
honor several individuals including Assemblymember Kevin de Leon.

FISCAL IMPACT

Tickets are $125 per individual or $1,000 for a table of 8. This item was not included in the
FY07-08 budget.

STAFF RECOMMENDATION
For information and discussion.
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MEMORANDUM Prepared by: Scott M. Ota

Reviewed by: Scoft M. Ota
WATER REPLENISHMENT DISTRICT ITEM NO. 7 .
OF SOUTHERN CALIFORNIA Approved by: Robb Whitaker

DATE: OCTOBER 19, 2007

TO: BOARD OF DIRECTORS

FROM: ROBB WHITAKER, GENERAL MANAGER

SUBJECT: STORAGE AND CONJUNCTIVE USE (CU) MEDIATION PROCESS

SUMMARY

History of Discussions

During 2002-2005, groundwater basin stakeholders met on numerous occasions under the
auspices of the “Conjunctive Use Working Group” in a facilitated effort to reach agreement on
numerous issues relating to the storage and conjunctive use in the Central and West Coast
Basins. That effort ended in March 2005.

In early 2006, DWR Director Lester Snow asked that the process be facilitated by Gordon,
Thomas, Honeywell; in May, he asked that WRD fund their services as a way to distribute the
costs equitably.

In the first several months of 2006 and continuing into the Fall, the facilitators reviewed
materials generated in the Conjunctive Use Working Group process and held a series of
individual and small group meetings to get a sense of the issues and participants involved in
potential groundwater storage (Phase | — Initial Assessment). In the remaining months of 2006
and into the early part of this year, the facilitators sent out and evaluated a questionnaire
completed by interested parties and sought clarification from some of the parties (Phase Ii —
Refinement of What Is Learned). From January through early March of this year, the
facilitators met with several parties to further refine a set of ideas and to consult on moving the
process forward as expeditiously as possible (Phase Il - Working Towards a Potential
Solution).

The process was defered in May. The facilitators cited the deferral was due in part to their
other time commitments and in part to the legislative activity involving many participants in the
basins. The process was to resume following the State legislative recess, which came in the
middle of September.

In a letter dated September 10, 2007, lead facilitator Jim Waldo informed the WRD Board that
he saw “a real opportunity for a solution for groundwater storage in these basins” and his goal
was “to either find widespread agreement around the key deal points by the end of December
or mid-January, or conclude that it is not possible at this time.” At its meeting on September
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MEMORANDUM Prepared by: Jason Weeks

Reviewed by: Jason Weeks
WATER REPLENISHMENT DISTRICT ITEM NO.8 )
OF SOUTHERN CALIFORNIA Approved by: Robb Whitaker

DATE: OCTOBER 19, 2007
TO: BOARD OF DIRECTORS
FROM: ROBB WHITAKER, GENERAL MANAGER

SUBJECT: WALNUT PARK MUTUAL WATER COMPANY CONJUNCTIVE USE DRY
YEAR STORAGE PROGRAM

BACKGROUND

The Walnut Park Mutual Water Company (WPMW(C) Conjunctive Use Dry Year Storage
Program (Program) will store up to 1,500 acre feet of groundwater in the Central Basin for use
during periods of drought. The Program is a coordinated plan involving Metropolitan Water
District of Southern California (MWD), Central Basin Municipal Water District (CBMWD),
Water Replenishment District of Southern California (WRD), and WPMWC. CBMWD is
advocating funding from MWD for the Program on behalf of WPMWC. Under the Program,
water will be stored in the Central Basin by non-pumping during years of excess imported
water. In dry years, MWD may require WPMWC to extract stored groundwater to offset
WPMWc’s demand for imported water. By storing water in the Central Basin it will be readily
available for distribution to WPMWC’s consumers. In any given year a maximum of one-third
the storage amount (500 acre feet) may be extracted. Recapture of stored water will be
primarily through a new groundwater production well, Well 12. Well 12 will be constructed and
equipped with funding assistance from MWD.

Implementation of this program involves two separate agreements.

1. Agreement between WRD and WPMWC, pursuant to WRD’s Interim Rules for
Conjunctive Use Storage and In-Lieu Exchange and Recover in the Central and West
Coast Basins (Interim Rules). This agreement has been completed.

2. Agreement between WPMWC, CBMWD and MWD. This agreement is under
development.

AGREEMENT BETWEEN WRD AND WPMWC

Development and approval of the agreement between WRD and WPMW(C involved review by
the Program Review Commitiee, or PRC, which was established by the interim Rules. The
PRC reviewed the Program on the following dates:

= PRC - April 4, 2006
o Program was reviewed and there was consensus to support, however, a final
recommendation was deferred pending further review of the environmental

documentation required for the project.
» PRC - May 2, 2006
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o A determination was made by the PRC that a formal environmental review was
required and that WPMWC should be the entity to perform such review.
* PRC - September 5, 2006
o The PRC reviewed the Initial Study and Negative Declaration (IS/ND), which
satisfied CEQA requirements.
o The PRC unanimously approved the WPMWC Conjunctive Use Dry Year
Storage Program.

After review and approval by the PRC, the purview for the approval of the Program shifted to
the WRD Board of Directors. As lead agency for CEQA, the WRD Board of Directors adopted
the Negative Declaration for the Program on November 15, 2006.

Also at the November 15, 2006 meeting, the WRD Board of Directors adopted Resolution 06-
777 (attached), which authorized an agreement between WRD and WPMWC for a
Conjunctive Use, Dry Year Storage Program in the Central Groundwater Basin.

AGREEMENT BETWEEN WPMWC, CBMWD AND MWD
In addition to the agreement between WRD and WPMW(C, a separate agreement between
WPMWC, CBMWD and MWD is being developed regarding the funding for the Program.

District staff will provide the Board of Directors with an update of the Program.

FISCAL IMPACT
None.

STAFF RECOMMENDATION
For information.
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RESOLUTION NO. 06-777

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE
WATER REPLENISHMENT DISTRICT OF SOUTHERN CALIFORNIA
ADOPTING THE WALNUT PARK MUTUAL WATER COMPANY IN-LIEU
EXCHANGE AGREEMENT FOR THE CENTRAL GROUNDWATER BASIN

WHEREAS, the Central Groundwater Basin (“Central Basin”) and the
West Coast Groundwater Basin (the “West Basin”) (collectively, the “Basins”) underlie
approximately 277 square miles of Los Angeles County and have been used by residents
as a source of agricultural, domestic, municipal and industrial water supply; and

WHEREAS, the Basins are hydrologically connected such that water
entering one Basin will flow into the other Basin; and

WHEREAS, in the 1940°s and 1950°s as the population in Los Angeles
increased, the rate at which the groundwater in the Basins was extracted far exceeded the

natural replenishment from rainfall and other sources, creating a condition known as
“overdraft™; and

WHEREAS, overdraft conditions have posed, and still pose, a number of
problems for the public, including depletion of a critical water supply and the occurrence
of “seawater intrusion,” a condition where the groundwater level is drawn down to a
point below sea level, allowing seawater to enter the Basins and contaminate the native
groundwater supply; and

WHEREAS, in light of the overdraft and seawater intrusion conditions
existing in the Basins in the 1950°s, the Basins needed to be replenished at a greater rate
than had been occurring by natural means; and

WHEREAS, WRD is authorized by its Enabling Act to protect, preserve,

and manage the quantity and quality of groundwater and groundwater storage resources
of the Basins; and

WHEREAS, conjunctive use and groundwater storage projects allow for
the storage of new imported water and the exchange of groundwater for seasonal water,
and involve the use of imported and recycled water, which can prevent seawater intrusion
and supplement local water supplies; and

WHEREAS, conjunctive use projects provide a public benefit by providing
enhanced reliability of available groundwater in the Basins; and
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WHEREAS, WRD’s Interim Rules For Conjunctive Use Storage And In-
Lieu Exchange and Recovery in the Central and West Coast Groundwater Basins (the
“Rules”) provide the appropriate guidelines for In-Lieu Exchange and Conjunctive Use
Storage projects to go forward; and

WHEREAS, the Rules were adopted by the WRD Board on May 18, 2005
and no subsequent litigation challenging those Rules has been filed; and

WHEREAS, Walnut Park Mutual Water Company (“Company”) is in the
process of securing funding through the Metropolitan Water District of Southern
California (“MWD?”) for the construction of new infrastructure related to the Company’s
Conjunctive Use, Dry Year, Storage Program for the Central Basin (the “Project™); and

WHEREAS, the Project proposes to store up to 1,500 acre-feet of water
over a five-year period in the Central Basin for use during periods of drought and to
construct a well to extract up to 500 acre-feet of that water per year over a three-year
period; and

WHEREAS, the Company filed an In-Lieu Exchange Project Application
(“Application) with WRD on April 4, 2006 that set forth the necessary details of the
Project; and

WHEREAS, the General Manager of WRD determined that the
Application is complete and contains all the necessary information; and

WHEREAS, the General Manager met and conferred with the Company to
address whether the Project must be evaluated under the California Environmental
Quality Act (Cal. Public Resources Code Section 21000 et seq. (“CEQA”); and

WHEREAS, in compliance with CEQA, WRD, as lead agency, circulated
the Project’s Initial Study and Negative Declaration for public comment for thirty (30)
days commencing on September 12, 2006; and

WHEREAS, no comments on the Initial Study and Negative Declaration
were received by October 12, 2006; and

WHEREAS, the Application was submitted to the Program Review
Committee which is composed of stakeholders that have an interest in the use and storage
of groundwater, surface water and recycled water in the Central Basin, as well as various
facilities that accomplish such water operations; and
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WHEREAS, meetings of the Program Review Committee discussing the
Application were noticed and agendized pursuant to the provisions of the Ralph M.
Brown Act (Cal. Govt. Code Sections 54950 et. seq.); and

WHEREAS, the Program Review Committee reviewed the Application
and unanimously approved the Company’s proposed Project; and

WHEREAS, the Project will add to the reliability of the region’s water

supplies by using the available Central Basin storage space during periods when imported
water is plentiful; and

WHEREAS, during periods of limited imported water supplieé, up to 500
acre-feet per year of water stored in-the Central Basin will be used in-lieu of imported
water, thereby freeing up those imported supplies for use elsewhere in the region; and

WHEREAS, the Company holds an Adjudicated Water Right in the
amount of 1,245 acre-feet per year pursuant to the Central Basin Judgment; and

WHEREAS, the regional benefit provided by the Project will be no less
than 2% Contribution Water (as that term is defined in the Rules at Section VII (A) (iii))
or an equivalent monetary benefit; and

WHEREAS, there are no adverse impacts anticipated as result of the
Project.

Be it ordained by the Board of Directors of the Water Replenishment
District of Southern California as follows:

Section L. PURPOSE.

The purpose of this Resolution is to approve the Walnut Park Mutual Water
Company, In-Lieu Exchange Agreement (“Agreement”) for the Project which proposes
to store up to 1,500 acre-feet of water and extract one-third of the storage amount in the
Central Basin for use during periods of drought.

Section II. FINDINGS.

(A) TheRules as well as WRD’s Enabling Act provide WRD with the
authority to adopt and implement the Agreement attached as Exhibit 1 hereto.

1. All of the above Recitals are hereby deemed to be findings
and incorporated herein by this reference.
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(B) Adoption and implementation of the Project is accordance with the
Rules in that the Project will provide a “Replenishment Benefit” within the meaning of
the Rules as well as local and regional benefits including, but not limited to, increased
reliability of water supplies available to the region, drought preparedness and water
conservation.

Section III. APPROVAL OF AGREEMENT.

The Agreement attached hereto as Exhibit 1 is hereby adopted.

Ayes L/'
Noes {7

Abstain / -

ABSENT | //%W/

~ Willard H. Murray, Jr., President

yny

Robert Katherman, Secretary
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IN-LIEU EXCHANGE AGREEMENT

This In-Lieu Exchange Agreement (“Agreement™) is made and entered into
by and between the Water Replenishment District of Southern California (“WRD”) and
Walnut Park Mutual Water Company (the “Applicant”) (collectively, the “Parties™)
pursuant to the Interim Rules for Conjunctive Use Storage And In-Lieu Exchange And
Recovery in the Central and West Coast Groundwater Basins (the “Rules”) on this
day of , (the “Effective Date™).

L DEFINITIONS

All definitions specified in Section II of the Rules shall apply equally and
with full force and effect to this Agreement as though fully set forth herein.

II. RECITALS

A. The Central Groundwater Basin and the West Coast Groundwater Basin
(collectively, the “Basins™) are naturally occurring underground reservoirs in
southwestern Los Angeles County that serve as a vital component of the domestic water
supply for more than 3.5 million people that receive water service within WRD’s
jurisdictional boundaries. Accordingly, the quantity and quality of the groundwater
resources and groundwater storage capacity in the Basins require effective protection,
preservation and management to achieve local and regional benefits, including, but not
limited to, water conservation, reduction in the need for surface storage facilities, water
supply reliability, and drought preparedness.

B. WRD is a water replenishment district organized and operating pursuant to
the Water Replenishment District Act, California Water Code, Division 18, Section
60000 et seq. (“Enabling Act”).

C. For purposes of replenishing the Basins, WRD is authorized by the
Enabling Act to protect, preserve, and manage the quantity and quality of groundwater
and groundwater storage resources of the Basins and, pursuant to the Enabling Act, is
empowered to take any actions, including, but not limited to: buying, selling, exchanging,
recapturing, importing, storing, transporting, and treating water, and entering contractual
arrangements with third parties and other governmental agencies related to those actions,
for the beneficial use of persons or property within the Basins.

D. Applicant is Walnut Park Mutual Water Company ,a Central Basin Water
rights holder with an adjudicated right of 1,245 acre-feet.



E. In 2005, WRD adopted the Rules. In accordance with Section X(E) of the
Rules, all provisions, terms and conditions of the Rules are deemed incorporated into and
made part of this Agreement as though fully set forth herein. A copy of the Rules are
attached hereto as Exhibit “A.”

F. The Rules provide that a Party to either of the Judgments may forego
producing groundwater in the Basins (“In-Lieu Water”) and elect to receive Exchange
Water at a later date provided directly by WRD; provided, however, that such
arrangement may only occur pursuant to an In-Lieu Exchange Agreement entered into
between the Party and WRD.

G. WRD and the Applicant mutually recognize that the Basins should be
utilized as a public resource for Conjunctive Use Storage Projects to provide local and

regional benefits and, accordingly, pursuant to the terms and conditions set forth below,
enter into this In-Lieu Exchange Agreement.

II. TERMS AND CONDITIONS

A. Condition Precedent. Notwithstanding the Effective Date above, this

Agreement shall have no force and effect until the following condition precedent has
been satisfied:

1. Environmental Review. All applicable environmental review and
documents for the project, including, but not limited to, compliance with the California
Environmental Quality Act (“CEQA™), must be completed, approved, and certified, and
all applicable time periods for legal challenge to such environmental project approval
must pass with no legal challenge having been filed or pending.

B. Term. The term of this Agreement is twenty-five (25) years from the
Effective Date (the “Initial Expiration Date™), unless sooner terminated in accordance
with Section ITI(8S), below. Notwithstanding the foregoing, this Agreement shall renew,
for a five year period commencing on the Initial Expiration Date and each fifth
anniversary thereof (each, a “Renewal Date”) if WRD and the Applicant provide written
consent to each such renewal at least ninety (90) days prior to each expiration date,
provided, however, that this Agreement shall absolutely expire and shall have no further
force or effect on the date which is thirty (30) years after the Effective Date. Any further
renewals or extensions of the authorization of the project by WRD shall be subject to the
full review and approval process set forth in Sections IV through VIII of the Rules.

C. Project Description. The Applicant shall implement and carry out all facets
of the project authorized by this Agreement and described in Exhibit “B” hereto (the “In-
Lieu Exchange Project”), including, but not limited to, locations, capacities, and design
features of the infrastructure and related facilities utilized to carry out the project. Any




material variance from that project description shall not be implemented by the Applicant
without prior written approval of WRD.

D. Project Schedule. Project implementation, including, but not limited to,
applicable construction schedules and schedules and rates for Recapture of Exchange
Water, shall be carried out in accordance with the project schedule set forth in Exhibit
“C” hereto. Any material change to that schedule must be reviewed and approved
according to the provisions of Sections IV-VII of the Rules.

E. Storage Account. WRD shall maintain a monthly accounting regarding the
amount of Net Stored Water that is held by the Applicant in its Storage Account, as
follows: (1) The Applicant’s Storage Account shall be credited one acre-foot for each
acre-foot of In-Lieu Water left in the Basin; (2) the Storage Account shall be debited one
acre-foot for each acre-foot of Exchange Water Recaptured by the Applicant ; and (3) the
Storage Account shall be further debited to account for Contribution Water assessed
pursuant to the Rules.

In accordance with the project schedules set forth in Exhibit “C* hereto, at
least thirty (30) calendar days prior to commencing an activity to Recapture Exchange
Water into or from the Basin, the Applicant shall provide written notice of its intention to
WRD. Within thirty-five (35) days after the Applicant commences such an activity, the
Applicant shall provide a certified written notice to WRD containing specific details
regarding the amount(s) of any Recaptured Exchange Water from the Basin for the thirty
(30) day period following commencement of such activity (“Notice Regarding In-Lieu
Exchange Water”). Failure by the Applicant to comply with this requirement shall be
deemed a material breach of this Agreement and WRD may take any steps reasonably

necessary to verify the information contained in a Notice Regarding In-Lieu Exchange
Water.

F. Regional Benefits. The Applicant will provide Contribution Water (as that
term is defined in the Rules at Section IT) in an amount no less than 2% of the amount of
Stored Water that the Applicant Recaptures from the Basin. The Applicant will provide
such Contribution Water either by reducing its total extraction amount by 2% or by
providing a monetary payment to WRD in the amount equal to 2% of the then current
Seasonal Water Rate charged to MWD by a MWD Member Agency. The monetary
payment shall be made either prior to the Recapture of Stored Imported Water from the
Basin or concurrently with the Applicant’s payment to WRD for the delivery of
Exchange Water prior to the conversion of In-Lieu Water to Stored Water.

G.  Payments of Seasonal Water Rate. WRD will pay the Applicant the set rate
for In-Lieu Water that the Applicant leaves in the Basin that is set forth in Exhibit D
hereto. If and when the Applicant elects to Recapture Exchange Water from WRD, the




Applicant shall pay the then-current Seasonal Water Rate charged to WRD by a MWD
Member Agency.

H. Costs. The Applicant shall be solely responsible for any and all costs
incurred by it under this Agreement, including, but not limited to, the costs of performing
any environmental review and/or obtaining necessary permits, approvals, and other
authorizations as required by law and under this Agreement, and all construction,
implementation, operational, maintenance, monitoring, and other project related costs.
The Applicant shall also be required to pay to WRD the fees set forth in Exhibit “E.”

L Manner of Work. The Applicant shall ensure that all components of its In-
Lieu Exchange Project, including, but not limited to, all infrastructure and related
facilities utilized to carry out the project, are operated and maintained in good and
efficient condition and in accordance with state and local industry standards, including
any applicable standards and requirements of the Department of Water Resources. The

Applicant shall also provide for all repairs, renewals, and replacements necessary to the
efficient operation of its project.

iR No Material Physical Harm. Neither the Applicant’s In-Lieu Exchange
Project nor any component thereof or activity or work carried out pursuant thereto shall
result in Material Physical Harm, as that term is defined by the Rules. In the event that
any such Material Physical Harm is caused by the project, as determined by WRD, the
Applicant shall immediately cease its project and develop and propose measures to the
Program Review Committee and to WRD that will mitigate such injury. The Program
Review Committee and WRD will review and determine whether to approve such
proposed mitigation according to the procedures set forth in Sections V(C) and VI(D) of
the Rules. If the Material Physical Harm cannot be fully mitigated within one hundred
and twenty (120) days from the date that the Applicant initially ceases its project under
this Section, the Applicant shall be deemed to be in material breach of this Agreement.

K. Authority to Suspend Storage Authority. WRD shall have the authority to
require an immediate cessation of any storage activities or work related thereto by the
Applicant if a determination is made by WRD that such storage activities or related work
(1) presents or contributes to a material endangerment to public health, welfare, or the
groundwater basin; (2) unreasonably interferes with property rights or interests held by a
Party pursuant to the Central or West Coast Basin Judgment or by an Applicant with
rights or interests held pursuant to a Conjunctive Use Storage Agreement or Storage of
In-Lieu Water Agreement with WRD; or (3) constitutes a material breach of this
Agreement. Upon cessation of the storage activity or related work, the Parties shall meet
and confer in good faith to resolve the matter or, in the case of a material breach, shall
proceed in accordance with Section ITI(S), below. If the In-Lieu Exchange Project causes
any Material Physical Harm, then WRD may, in its sole discretion, take actions to
prevent and remedy such harm, and collect the costs of such actions from the Applicant.




L. Compliance With All Laws. The Applicant shall comply with all
applicable laws, rules, regulations and agreements regarding the use of Available Storage
Space, the Recapture of Exchange Water, and all activities and work related thereto that
are carried out in connection with this Agreement.

M. Permits. The Applicant, at its sole cost, shall be responsible for obtaining
any and all governmental permits, approvals, consents, licenses and other authorizations

which may be necessary to carry out any activity or work in connection with this
Agreement.

N. Inspection Right. Upon reasonable notice to the Applicant, WRD may, in
its sole discretion, enter upon the project site or sites of related project facilities and

inspect on-going and/or completed construction or operational activities carried out under
this Agreement.

0. Record Keeping. WRD shall maintain written accounts with regard to
Stored Water held by the Applicant in its Storage Account under this Agreement, which
WRD shall make available to the Applicant upon reasonable advance notice. The
Applicant, its contractors and subcontractors shall maintain copies of all contracts,
agreements, and other documents relating to all aspects of the project for a minimum of
three years following termination or expiration of this Agreement. The Applicant shall
also keep on file, for the useful life of all infrastructure and facilities utilized to carry out
this Agreement, a current, complete, and accurate set of as-built plans and specifications
for such infrastructure and facilities. The Applicant shall make any or all such
documentation available for review by WRD upon reasonable advance notice.

P. Stored Water Credits. Except for Contribution Water, if any, assessed in
accordance with the Rules, any Stored Water held in the Stored Water Account of the
Applicant at the expiration of the term of this Agreement shall be deemed Contribution
Water transferred without charge to WRD.

Q. Termination. This Agreement shall terminate upon the expiration of its
term as provided in Section III(C), above, or upon a default or breach of this Agreement
by either Party, whichever occurs first.

In the event that the Applicant fails to perform under this Agreement, there
shall be no default under or breach of this Agreement until such failure has continued for
thirty (30) calendar days following receipt of notice from WRD specifying such failure.
Notwithstanding the preceding sentence, in the event a failure to perform cannot be
reasonably cured within such thirty-day period, there shall be no default under or breach
of this Agreement unless the Applicant fails to commence and diligently proceed toward
full performance of the cure within fifteen (15) calendar days, or such other time period
as the parties mutually agree in writing, following receipt of written notice from WRD
specifying such failure.



Upon termination of this Agreement resulting from breach by the
Applicant, the Applicant shall have no right, title, authority, or interest, in law or equity,
to continue its In-Lieu Exchange Project and any water placed in storage thereafter shall
be deemed abandoned water. "

R. Indemnity. The Applicant and WRD shall indemnify, defend and hold
harmless each other and their respective directors, officers, employees, contractors,
subcontractors, representatives, agents, successors and/or assigns for and against any and
all liabilities, claims (by third parties or otherwise), demands, suits, administrative
proceedings, damages, losses, judgments, awards, penalties, attorneys’ fees and expenses,
expert witness fees and/or costs of any kind, whether actual, alleged or threatened,
attributable to, arising from, or related to: (1) any act or omission committed by the other
party to this Agreement or any of that party’s officers, directors, members, employees,
contractors, subcontractors, representatives, agents, successors and/or assigns as part of
their activities and related work carried out in connection with this Agreement; (2) any
breach by the parties described in the foregoing clause (1) of any of the covenants,
obligations, representations, or warranties contained in this Agreement; or (3) the
negligent acts, errors or omissions, or willful misconduct by the parties described in the
foregoing clause (1) arising from or related to those parties’ performance under this
Agreement. The foregoing indemnity obligations shall survive the expiration or
termination of this Agreement.

In the event that any third party challenges the validity ot enforceability of
this Agreement on any ground, including, but not limited to, an allegation that the
Agreement violates either of the Judgments, the Applicant agrees to vigorously defend
such an action, at its sole cost, through legal counsel acceptable to WRD, which
acceptance WRD shall not unreasonably withhold.

S. Insurance. The Applicant shall maintain the level of insurance set forth in
Exhibit “F” hereto at all times during this Agreement.

T. Limitation. No provision of this Agreement shall create or be construed to
create any legal or equitable right, title, interest, or other claim by the Applicant to use or
control any portion of the Available or Total Storage Space other than the rights
conferred in this Agreement, or to implement a In-Lieu Exchange Project in the Basins
except as expressly authorized in this Agreement, or to utilize the Basins in any manner
that materially interferes with the exercise of any Adjudicated Water Rights or other
rights held under the Judgments, any powers held by WRD under its Enabling Act, or any

other rights or powers held by any Applicant under any other agreement approved
pursuant to the Rules.

U.  Notices. Notices shall be in writing and personally delivered or deposited
in the U.S. Postal Service, first class, postage prepaid, addressed as follows:



If to the Applicant:

Attn:

Ifto WRD:

Water Replenishment District

of Southern California
Attn: General Manager
12621 East 166th Street
Cerritos, CA 90703

Notice shall be deemed given on the date personal delivery is made or on
the date of deposit in the mail, whichever first occurs. A party may substitute its
representative identified above by written notice to the other party.

V. Modifications and Amendments. This Agreement may be amended only
by a written document signed by the Parties.

W.  Transfer or Assignment. This Agreement and the rights and obligations
provided hereunder may be assigned or transferred by the Applicant only if all such rights
and obligations are assigned or transferred. The Applicant shall provide written notice to

WRD within seven (7) calendar days after the Applicant assigns or transfer its rights and
obligations hereunder.

X. Counterparts. This Agreement may be executed in one or more
counterparts, each of which shall be deemed an original, but all of which together shall
constitute one and the same instrument.

Y. Integration and Construction of Agreement.

1. Integration. This Agreement sets forth the complete and final
understanding of the Parties with regard to the subject matter hereof and supersedes any
and all prior communications, representations, negotiations, understandings and
agreements, whether written or oral, concerning said subject matter.

2. Construction. The language of all parts of this Agreement shall be
construed according to their plain meaning and shall not be construed for or against either
of the parties, as each party has participated in the drafting and review of this Agreement,



and has had an opportunity to consult its legal counsel in connection with this
Agreement.

Z. Non-Waiver. A failure by either party to enforce any provision of this
Agreement shall not be construed as a continuing waiver, or as a waiver of the right to
compel enforcement of that provision.

AA. Recitals. The Recitals to this Agreement are material terms hereof.

BB. Headings. Headings in this Agreement are provided for ease of reference
and are not material terms hereof,

CC.  Good Faith. The parties agree to use their best efforts and utmost good
faith to effectuate all the terms and conditions of this Agreement, and to execute such
further instruments and documents as are necessary or appropriate to effectuate all of the
terms and conditions of this Agreement.

DD. No Partnership. WRD and the Applicant shall not, by virtue of this
Agreement, in any way or for any purpose, be deemed to have become a partner of each
other or joint venture in the conduct of their respective businesses, responsibilities,
authorities, or otherwise, nor shall there be deemed to have occurred a merger of any
joint enterprise or powers by and between WRD and the Applicant.

EE. Time of the Essence. Time is of the essence in the performance of this
Agreement.

FF.  Successors and Assigns. This Agreement, and all terms, conditions, and
provisions hereof, shall inure to the benefit of, and be binding upon, each party’s
successors and assigns.

GG. Governing Law. This Agreement shall be governed by the laws of the State
of California and any action brought by either party in connection with this Agreement
shall be filed in the California Superior Court for the County of Los Angeles. -

. HH. Authority. The persons signing this Agreement represent and warrant that
they are authorized to do so by the party for whom they are signing.

II. Mediation. In the event that any dispute between the parties arises under
this Agreement, the parties agree to submit the matter for mediation to the Program
Review Committee and attempt to resolve the dispute for a period of not less than sixty
(60) days prior to filing any legal action.



JJ. Attorneys’ Fees.  In any action arising from or relating to this
Agreement commenced by a party hereto, the prevailing party shall be entitled to recover
its reasonable attorneys’ fees in addition to any other costs, interest and damages
permitted by law.

IN WITNESS THEREOF, the Water Replenishment District and the

Applicant hereby enter into and agree to bide by the terms of this In-Lieu Exchange
Agreement.

DATED: By:

Applicant

‘The Water Replenishment District

DATED: By:

General Manager



EXHIBIT A

Interim Rules

791212.1



EXHIBIT B

Project Description

The Applicant proposes to store up to 1,500 acre-feet of water over a five-
year period in the Central Basin for use during periods of drought. The maximum annual
extraction of the Stored Water is equal to one-third of the maximum storage amount or
500 acre-feet per year, over a three-year period.

Pursuant to a separate agreement between the Applicant and the
Metropolitan Water District (“MWD?”), the Stored Water will be extracted upon a “call”
from MWD in an amount not to exceed 500 acre-feet per year. The extraction “call”
from MWD shall not exceed the lesser of (2) 500 acre-feet or (b) the amount of Stored
Water in the Storage Account in any given fiscal year.

A new well has been constructed at 2460 East Florence Avenue in order to
extract the water. Based on pump tests, the extraction capacity of the well is expected to
be approximately 3,000 gallons per minute. Existing water distribution infrastructure
will be used to convey the stored water to the Applicant’s customers.

The Applicant plans to place the Stored Water underground by in-lieu
exchange and recovery and extract the stored water from the newly constructed extraction
well.

780377.1






EXHIBIT D

Payments of Seasonal Water Rate

WRD shall pay an in-lieu storage credit for each acre-foot of In-Lieu Water that the
Applicant leaves in the Basin. The value of the In-Lieu Storage Credit will be
determined according to formula to be negotiated by the parties, which takes into account
among other factors the District’s Replenishment Assessment rate.

If and when the Applicant elects to Recapture In-Lieu Water, the Applicant shall pay
WRD the then Seasonal Water Rate. This payment may be made in the form of a
reduction of the Applicant’s in-lieu storage credit. This portion of the cost of Seasonal
Storage Water will be made through the debit of an In-Lieu Storage Credit.

780872.1



EXHIBIT E

Administrative Surcharge

Administrative surcharge will be assessed to applicant for WRD District staff time
required to process the application and necessary forms for management of the storage
program. This cost is based on $1 per acre-foot of storage.

For the 1,500 acre-foot Walnut Park Mutual Water Company Dry Year Storage Program,
the administrative surcharge is $1,500.

791212.1



A.

EXHIBIT F

General Required Coverages

Applicant shall procure, pay for and keep in full force and effect, at all times during the
term of this Agreement the following insurance:

790661.1

L.

Commercial general liability insurance insuring Applicant against liability
for personal injury, bodily injury, death and damage to property (including
the Facilities) arising from Applicant’s performance under this Agreement.
Said insurance shall include coverage in an amount equal to at least five
million dollars ($5,000,000).

Pursuant to Section 3700 of the California Labor Code, workers’
compensation insurance with employer's liability in the amounts required
by any applicable laws (the “Workers’ Compensation Insurance”).

Applicant will provide proof of automobile liability insurance as required
by the State of California Department of Motor Vehicles.



» , MEMORANDUM Prepared by: Adeline Yoong

- Reviewed by: Robb Whitaker
WATER REPLENISHMENT DISTRICT ITEM NO. 9 ‘
OF SOUTHERN CALIFORNIA Approved by: Robb Whitaker

DATE: OCTOBER 19, 2007

TO: BOARD OF DIRECTORS

FROM: ROBB WHITAKER, GENERAL MANAGER
SUBJECT: LEGISLATIVE REPORT

SUMMARY
Legislative Calendar
State Legqislature

October 14 — Last day for Governor to sign or veto bills passed by the Legislature on or
before September 14 and in the Governor's possession after September 14

Congress
October 26 — House target adjournment

Legislative Report

Verbal updates will be provided on state and federal matters.

FISCAL IMPACT
None.

STAFF RECOMMENDATION
For information.

Legislative Report Page 1 of 1 Board of Directors Meeting, October 19, 2007
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