RESOLUTION NO. SCV-85

A RESOLUTION
OF THE BOARD OF DIRECTORS
OF THE SANTA CLARITA VALLEY WATER AGENCY
CONSIDERING THE ENVIRONMENTAL IMPACT REPORT FOR THE
WATER SUPPLY CONTRACT EXTENSION;

ADOPTING FINDINGS IN ITS LIMITED ROLE AS A RESPONSIBLE AGENCY
PURSUANT TO THE CALIFORNIA ENVIRONMENTAL QUALITY ACT (CEQA);
ALTERNATIVELY FINDING THAT THE EXTENSION
IS NOT A PROJECT SUBJECT TO CEQA;

AND APPROVING THE SANTA CLARITA VALLEY WATER AGENCY’S
SUPPLY EXTENSION CONTRACT WITH THE DEPARTMENT OF WATER RESOURCES

WHEREAS, the parties to the State Water Project Supply Contracts (Contracts), California
Department of Water Resources (“DWR”) and the individual State Water Contractors, entered
into public negotiations to extend the Contracts’ terms, and the negotiations resulted in the
Agreement in Principle Concerning Extension of the State Water Project Supply Contracts
(AIP); and

WHEREAS, the Water Supply Contract Extension Project (Extension) is proposed by the DWR
to extend the terms and modify certain financial provisions of the Contracts; and

WHEREAS, DWR is the lead agency for the Extension pursuant to CEQA (Pub. Res. Code §§
21000, et seq.) and the State CEQA Guidelines (14 CCR §§ 15000, et seq.). As the lead
agency, DWR is responsible for assuring that an adequate analysis of the Extension’s
environmental impacts-if any—is conducted; and

WHEREAS, on September 12, 2014, DWR issued a Notice of Preparation stating that it would
be preparing an Environmental Impact Report (EIR) to study the Extension’s potential impacts—
if any—to the environment; and

WHEREAS, in August 2016, DWR issued and publicly circulated for review a Draft
Environmental Impact Report (DEIR) for the Extension. The DEIR included a copy of the AIP as
Exhibit B and studied the environmental impacts of the AlP; and

WHEREAS, DWR prepared a Final Environmental Impact Report for the Extension, which
included the DEIR, appendices, comments on the DEIR, responses to comments on the DEIR,
and revisions to the DEIR (collectively, FEIR), and on November 13, 2018, DWR certified the
FEIR; and

WHEREAS, the FEIR concluded that the Extension would not cause any potentially significant
effects to the environment; and

WHEREAS, Santa Clarita Valley Water Agency (Agency) is a State Water Contractor member
agency and is party to a Long Term Water Supply Contract with DWR; and

WHEREAS, DWR and the Agency propose to extend the term of and make certain financial
reporting and other financial changes to the Long Term Water Supply Contract by approving the
Extension, the environmental effects of which were studied in the FEIR; and



WHEREAS, DWR approved the Extension on December 11, 2018; and

WHEREAS, the Agency is a responsible agency for the Extension under CEQA and, as a
responsible agency, SCVWA has more limited approval and implementing authority over the
Extension than does the DWR.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE SANTA
CLARITA VALLEY WATER AGENCY AS FOLLOWS:

1. The above recitals are true and correct and are incorporated herein by reference as an
operative portion of this Resolution.

2, Pursuant to State CEQA Guidelines section 15096 and in its limited role as a
responsible agency under CEQA, the Agency has reviewed and considered the FEIR, as well
as DWR's certification of the FEIR and incorporates those items herein by reference. As to
those resources within the Agency’s power and authority as a responsible agency under CEQA,
the Board exercises its independent judgment and finds that the FEIR contains a complete,
objective and accurate reporting of the Extension’s impacts, each of which are less than
significant.

3. In its independent judgment, the Board further finds that no feasible mitigation measures
or alternatives within its authority are necessary, because the Extension will have no potentially
significant impacts on the environment for the reasons explained in the FEIR.

4, In its independent judgment, the Board further finds that — in the alternative —the
Extension is not a “project” as that term is defined in CEQA. An activity is a “project” subject to
CEQA only if it has the potential to result in either a direct physical change to the environment or
a reasonably foreseeable indirect change in the environment. (State CEQA Guidelines, §
15378). The Extension has no potential to cause any direct or reasonably foreseeable indirect
change in the environment. Substantial evidence in the record of proceedings supports the
conclusion that the Extension is not a project. Such evidence includes, but is not limited to, the
following:

a. the Extension will not create new water management measures; alter the existing
authority to build new or modify existing facilities; or change water allocation
provisions of the Contracts;

b. the Extension proposes financial changes that do not modify any existing physical
conditions;

c. the Extension does not change hydrology, regulations, or change the SWP water
supply; and

d. although a benefit of the Extension could be the ability to continue to finance
repair and maintenance projects, such future projects (if any) are too speculative
to allow for meaningful analysis at this time and if and when any such project is
actually proposed by one or more agencies in the future, they would be subject to
CEQA review as required by law.

5. Based on the above findings, the Board hereby approves the Agency’'s Water Supply
Contract Extension with DWR, which is incorporated herein and attached hereto as Exhibit A.



6. The Board hereby authorizes and directs staff to file and have posted a Notice of
Exemption and a Notice of Determination with the County Clerk and with the State
Clearinghouse within 5 working days of the adoption of this Resolution.

7. The documents and materials that constitute the record of proceedings for this
Resolution are located at 27234 Bouquet Canyon Road, Santa Clarita, CA 91350 with the Board
Secretary.

President

|, the undersigned, hereby certify: That | am the duly appointed and acting Secretary of the
Santa Clarita Valley Water Agency, and that at a special meeting of the Board of Directors of
said Agency held on January 7, 2019, the foregoing Resolution No. SCV-85 was duly and
regularly adopted by said Board, and that said resolution has not been rescinded or amended
since the date of its adoption, and that it is now in full force and effect.

Dated: January 7, 2019 MW

Secretary
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DATE: June 18, 2014
SuBJECT: Agreement in Principle Concerning Extension of the State Water Project! Water

Supply Contracts

This document contains a statement of principles that could provide the foundation for an
agreement between each State Water Project Contractor? (Contractor) and the Department of
Water Resources (DWR or Department) that will extend and otherwise amend the Water Supply
Contract between such Contractor and DWR.

Outline of Agreement in Principle

. Objective 1 Term of Contract

1. Objective 2A  Reserves

. Objective 2B Accounts (SRA, SSA, FCA)

V. Objective 2C  Flow of Funds

V. Objective 2D  Financial Management

VI. Objective 2E  Supplemental Billing

Vil. Objective 2F  Cost Recovery

VIl.  Objective 2G  SWRDS Reporting Principles

IX. Objective 2H  51(e) Revenue Reporting Requirements
X. Objective 3A  Simplification of Billing

Xl. Objective 3B Replacement Accounting System

Xil. Objective 3C  Article 1(hh)

Xlll.  Objective3D  Billing Authorization

XIV.  Objective 4 BDCP and DHCCP Participation

XV. Provision 1 Other Contract Provisions

XVI.  Provision 2 Environmental Review Process

XVIl.  Provision 3 Authorized Representative Signatures

' The State Water Project is the name commonly used to refer to the State Water Resources Development System (Water Code

Section 12931)

2 The State Water Project Contractors includes Alameda County Flood Control and Water Conservation District (Zone 7), Alameda
County Water District, Antelope Valley-East Kern Water Agency, Castaic Lake Water Agency, City of Yuba City, Coachella Valley
Water District, County of Butte, County of Kings, Crestline-Lake Arrowhead Water Agency, Desert Water Agency, Dudley Ridge
Water District, Empire West Side Irrigation District, Kern County Water Agency, Littlerock Creek Irrigation District, The Metropolitan
Water District of Southern California, Mojave Water Agency, Napa County Flood Control and Water Conservation District, Oak Flat
Water District, Palmdale Water District, Plumas County Flood Contro! and Water Conservation District, San Bemardino Valley
Municipal Water District, San Gabriel Valley Municipal Water District, San Gorgonio Pass Water Agency, San Luis Obispo County
Flood Control and Water Conservation District, Santa Barbara County Flood Control and Water Conservation District, Santa Clara
Valley Water District, Solano County Water Agency, Tulare Lake Basin Water Storage District, and Ventura County Flocd Control
District.
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STATEMENT OF PRINCIPLES
L OBJECTIVE 1: TERM OF CONTRACT
A. Water Supply Contract Term Extension
1. Extend term of the SWP water supply contracts to December 31, 2085.
. OBJECTIVE 2A: RESERVES
A. General Operating Account (GOA)

1. Uses of GOA - Cash flow deficiencies resulting from chargeable water supply purposes
and/or during a SWRDS emergency for any SWRDS purpose.

2. SWRDS Emergency - An immediate, urgent, critical, unexpected, or impending situation
that, in the judgment of the Director, Department of Water Resources (Director), may cause
or pose a risk of causing injury, loss of life, damage to the property, impairment of the
financial condition, and/or interference with the normal activities of the State Water
Resources Development System which requires immediate attention and remedial action.

3. Initial Cap - Increase the authorized General Operating Account (GOA) initial cap to $150
million in Article 51(a)(3).

4. Cap Adjustment Determination - Every five years subsequent to the year of the initial cap
increase, there shall be a business case analysis on the GOA authorized cap including an
evaluation of the cap and business risks associated with SWRDS cash flow provided to the
SWRDS Finance Committee for recommendation to the Director regarding a GOA cap
adjustment. If there is a decrease in the cap (but the cap shall not be lower than $150
million), the excess funds would be transferred to the SWRDS Reinvestment Account (SRA).

5. Cap Adjustment Funding Source (Pre-2035) - Shall be the Director’s discretion to use 51(e)
revenues?, investment earnings retained in the GOA, and transfers of funds from the SRA
and SWRDS Support Account (SSA).

6. Cap Adjustment Funding Source (Post-2035) - Shall be the Director’s discretion to use the
investment earnings retained in GOA and the funds within the SRA and SSA.

7. Rate of Funding for Cap - Limitation on the amount (52 million per year) and timing of
additional contributions to the GOA contained in Article 51(e)(3)(v) will be deleted. DWR
will be able to use any amount of available 51(e) revenues to increase funds in the GOA up
to the authorized maximum GOA funding level and such funding shall be subordinate to the
annual rate management reductions to the Contractors.

3 The definition and calculation of 51(e) revenues will be included in the contract amendment language.
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8. GOA Replenishment - Replenishment of the use of GOA funds will come from charges to the
Contractors to the extent the expended funds were spent on chargeable water supply
purposes and from the SSA or other available revenues for costs not chargeable to the
Contractors.

9. GOA Reporting - DWR will prepare monthly reports on the balance and use of the GOA for
the Director, which will be provided to the SWRDS Finance Committee. The SWRDS Finance

Committee will periodically review reporting frequency and make recommendations to the
Director regarding reporting frequency.

10. GOA Investment Earnings - shall be used as follows:

a) Funding GOA to authorized GOA funding level;

b) Transferred, at the discretion of the Director, to the SSA and/or to the SRA.
OBJECTIVE 2B: ACCOUNTS (SRA, SSA, FCA)
SWRDS Reinvestment Account (SRA)

1. Effective Date of SRA - The SRA shall be established and take effect upon the effective date
of the contract extension amendment.

2. SRA Uses - The primary purpose is to provide a post-2035 SWRDS revenue stream by
investing SRA funds in chargeable SWRDS facilities and programs.

3. Funding Source - At the discretion of the Director, available Article 51(e){1)(ii) revenues
collected by the State pre-2035. The Director also has discretion to transfer funds from the
SSA or the GOA.

4. Cap on SRA - There will be no Cap or Cap Adjustments to the SRA.

5. SRA Investments - At the discretion of the Director, authorized SRA investments shall be as
follows:

a) Investment in SWRDS capital facilities, recovered at the prevailing municipal bond
market rates corresponding to the SWRDS bond rating at the time of financing, in
maturity ranges that may extend 10 to 50 years, provided that if the capital asset
being financed has a useful life of less than 10 years, the investment may be
recovered over a comparable period of less than 10 years;

b) Bridge financing of capital costs in lieu of the SWRDS commercial paper program;
and
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¢) Allowable investments for SWRDS that generate a monetary return on investment.

Use of SRA Funds - At the discretion of the Director, the SRA funds, including but not limited
to investment earnings, shall be used to:

a) Provide a source of replenishment funds to the SSA;
b) Provide a source of funds to be held in the SRA for investment purposes; and
¢) Provide a funding source for funding level adjustments to the GOA.

SRA Review - The SWRDS Finance Committee is to be consulted about the investments and
activities to be funded from the SRA.

SRA Reporting - DWR will prepare regular reports on the SRA for the Director, which reports
will be provided to the SWRDS Finance Committee.

B. SWRDS Support Account (SSA)

1

Effective Date of SSA - The SSA shall be established and take effect upon the effective date
of the contract extension amendment.

SSA Uses - The purpose of the SSA shall be to provide a source of funds to pay for non-
chargeable expenditures where there are no funds or revenue sources available to pay for
such costs. If reimbursement or a source of revenue is received after the expenditure is
incurred this revenue shall be deposited in the SSA.

SSA Review - The SWRDS Finance Committee shall be consulted about the projects and
activities to be funded from the SSA.

SSA Reporting - DWR will prepare regular reports on the SSA for the Director, which will be
provided to the SWRDS Finance Commiittee.

Initial Cap - There would be no cap on the SSA.

Funding Source for Initial Funding - 51(e) revenues and/or the remaining balance of the
State Water Facilities Capital Account (FCA) once the FCA is closed.

SSA Replenishment - Shall be accomplished through 1) reimbursements received for
expenditures made from the SSA; 2) at the discretion of the Director, transfers from the SRA
and/or from the GOA's available investment earnings, 3) deposits, in the discretion of the
Director, from other available revenues, and 4) interest and other investment income
retained in the SSA. DWR will not charge the Contractors to replenish the SSA for costs not
chargeable to the Contractors under the Water Supply Contracts.
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8. SSA Interest Earnings — At the Director’s discretion, retained in the SSA to reduce the annual
SRA replenishment requirement.

State Water Facilities Capital Account (FCA)

1. The State Water Facilities Capital Account (FCA) pursuant to Article 51(c)(2){v) shall be
reviewed by the SWRDS Finance Commiittee after five years from the date of the contract
amendment to recommend to the Director whether or not it should be closed and the
balance of the account transferred to the SSA.

OBJECTIVE 2C: FLOW OF FUNDS

. Maintain the Monterey Amendment Article 51 Flow of Funds with the following
edits/additions:

1. Increase Annual Rate Reductions to $48 million. The Annual Rate Reductions shall no longer
apply after December 31, 2035 and the applicable provisions in Article 51 shall be deleted as
of that date.

2. After the $48 million in annual rate reductions, the Director shall have the discretion to
allocate and transfer up to 80% of available 51(e) revenues, as determined on a projected
basis, and up to 100% on an actual basis into one or more of the following accounts:

a) General Operating Account (GOA)
b) SWRDS Support Account (SSA)
¢) SWRDS Reinvestment Account (SRA)

After funds are deposited into a, b, and c above, any remaining available 51(e) revenues will
remain in the Systems Revenue Account and will be tracked separately in DWR’s Enterprise
Resource Planning (ERP) system. The Director will have full discretion over the use of these
funds. DWR will prepare financial reports annually with supporting documentation of the
determination and provide these reports to the Finance Committee.

3. Contractors shall agree to forego additional rate management reductions including
additional rate management reductions to make up for deficiencies in past projected rate
management reductions or to provide any additional rate management reductions above
$48 million annually pursuant to Article 51(e)(3). Effective with the contract amendment,
Article 51(e)(3) shall be deleted.

4. The contract amendment shall specify those provisions in Article 51 that shall remain in
effect after December 31, 2035 (such as the General Operating Account provision as it may
be amended) and those provisions that will no longer apply after December 31, 2035 and
shall be deleted as of that date.
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5. Contractors shall agree to waive and release issues related to DWR’s recent adjustment of
the Contractors’ responsibility for facilities south of Dos Amigos.

V. OBIECTIVE 2D: FINANCIAL MANAGEMENT
A. State Water Resources Development System Finance Committee

1. Immediately, the Department of Water Resources shall establish a joint Department of
Water Resources and Contractor finance committee (Committee).

2. The membership of the Committee shall include both representatives from the Department
of Water Resources and representatives from the Contractors.

3. The primary purpose of the Committee shall be to make recommendations to the Director
of the Department of Water Resources concerning the financial policies of the State Water
Resources Development System.

4. The Department of Water Resources and the Contractors shall describe the scope of the
committee in a charter mutually agreeable to the Department of Water Resources and the
Contractors.

VI OBIJECTIVE 2E: SUPPLEMENTAL BILLING
A. Supplemental Billing

1. The supplemental billing provisions authorized under Article 51(c)(4) shall remain in effect
through December 31, 2035, unless the Director determines in his or her discretion to
eliminate the use of supplemental billing prior to that date or upon Director’s acceptance of
a recommendation from the SWRDS Finance Committee. In full consultation with the
SWRDS Finance Committee, DWR will review the System cash balances when the System’s
forecasted 120 days cash balance becomes critical. The Committee will make a
recommendation for action to the Director. The supplemental billing provision may only be
used when available System cash balances are projected to be less than an amount equal to
90 days operating expenditures®. The term “available System cash balances” shall mean the
funds in the following California Water Resources Development Bond Fund accounts:
System Revenue Account (to the extent the funds in the System Revenue Account are not
projected to be needed for payment of Burns-Porter General Obligation Bond debt service
for the next two years), GOA, SRA and SSA (to the extent the funds in the SSA are not
projected to be needed for non-chargeable expenditures for the next two years).

4 A description of “operating expenditures” will be included in the contract amendment language.
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Vil.

Viil.

OBIJECTIVE 2F: COST RECOVERY

A. Cost Recovery

1

In general, DWR should seek reimbursement for all SWRDS costs from the appropriate
customers and users of SWRDS facilities, including the State. With respect to those SWRDS
costs that are reimbursable by the Contractors, DWR should allocate financial responsibility for
such costs in a manner that is both lawful and equitable, and which endeavors to recover such
costs from the appropriate Contractors. If the Department proposes to not charge any
Contractor the full amount that the Department is entitled to charge the Contractor under the
contract, DWR shall bring a written proposal to the Finance Committee for purposes of
developing a recommendation to the Director regarding the proposal. DWR shall submit such
proposal in writing to the Finance Committee S0 days in advance of the Director issuing any
decision and within such 90 day period the Finance Committee shall provide the Director with a
recommendation regarding such proposal. Such proposals will comply with the structure set
out in 11.D.2 of the SWRDS Finance Committee Charter.

OBJECTIVE 2G: SWRDS REPORTING PRINCIPLES [EXHIBIT TO THE CONTRACT]

During the term of the water supply contracts, it is likely that financial reports and financial

management reports will change in scope, nature, and frequency. Regardless of the exact
reports used, such reports shall follow the below principles and guidelines to the extent

applicable.
1. Principle 1: Financial reporting will be generated from the general ledger or data

2.

3.

4.

warehouse of the financial information system (system of record), such as SAP.

e The financial system of record is the authoritative source for financial reporting data
values in a system. To ensure data integrity, there must be one, and only one,
system of record for financial reporting values.

Principle 2: Financial reporting is not limited to annual financial statements but will be
developed for regular reporting periods.

Principle 3: Financial management reporting generated from other financial systems,
such as Utility Cost Accounting Billing System (UCABS), will identify and analyze
significant variances from prior years or budgets.

Principle 4: Financial reporting and financial management reporting will identify unusual
items and exceptions, and these items will be documented, reviewed, and resolved by
management.
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5. Principle 5: DWR will use standardized System-wide business rules and utilize a
centralized financial system, such as SAP, UCABS, or other system, to provide
controls/validations to ensure data integrity and reliable reporting.

6. Principle 6: DWR will use standardized data integrity rules in the development and
publication of reports, including but not limited to the following:

(1) Data integrity refers to the accuracy and consistency of data stored in a database,
data warehouse, data mart or other construct.

(2) Data integrity processes verify that data has remained unaltered in transit from
creation to reception or remains unaltered in transit from one system to the next.

a. Data used outside of the Enterprise Resource Planning (ERP) systems to
meet the reporting needs of Program will undergo any number of operations
in support of decision-making, such as capture, storage, retrieval, update
and transfer. It is important to have confidence that during these operations,
the data will be kept free from corruption, modification and remain
unaltered.

(3) Data with “integrity” has a complete or whole structure. Data values are
standardized according to a data model and/or data type. All characteristics of the
data must be correct — including business rules, relations, dates, definitions and
lineage - for data to be complete.

(4) Data integrity is imposed within an ERP database when it is created and is
authenticated through the ongoing use of error checking and validation routines.

(5) Data integrity state or condition is to be measured by the validity and reliability of
the data values.

(6) Data integrity service and security maintains information exactly as it was input, and
is auditable to affirm its reliability.

The SWRDS Finance Commiittee is charged with providing financial policy recommendations to
the Director, and the Director has final discretion on whether or not to accept the
recommendations. While the SWRDS Finance Committee is not charged with reviewing the
content of financial reports, timely and accurate financial reporting and financial management
reporting provides technical committees access to useful information that can be used to
formulate proposals on financial policy matters that may be brought to the SWRDS Finance
Committee.

OBJECTIVE 2H: 51(e) REVENUE REPORTING REQUIREMENTS

A. 51(e) Revenue Report

1. Create and distribute the Annual Rate Reduction Determination Report. In addition, display
the distribution of Gross Annual Revenues before Recreation, Fish and Wildlife
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Expenditures, Facilities Capital Account and Rate Management Credits and Net Annual
Revenues after Rate Management Credits to the accounts listed in item 2 below.

Create and distribute quarterly an Activity Report by fund-account for all uses, including but
not limited to the following accounts:

a) General Operating Account (GOA)

b) SWRDS Support Account (SSA)

c¢) SWRDS Reinvestment Account (SRA)

d) Systems Revenue Account, 51(e) Sub-Account

e) Davis-Dolwig Fund

f) Facilities Capital Account

g8) Suspended Costs

The Activity Report shall display the annual and accumulated 51(e) revenue and expenditure
activity, including the beginning balance, the annual activity and the ending balance for the
year.

Reporting data shall be auditable which includes an audit trail from the costing ledgers to
the general ledger or the Bulletin 132 estimates to the Activity Report.

Report should have sufficient detail to provide comprehensive accounting of annual 51(e)
revenues and the uses the of annual 51(e) revenues to enable the SWRDS Finance
Committee to assess the utilization of these revenues.

OBJECTIVE 3A: SIMPLIFICATION OF BILLING

Implement the Freeze-Go Billing Methodology

1.

The freeze-go date shall be January 1 of the first calendar year starting six (6) months after
the contract extension takes effect, but not earlier than January 1, 2017, provided that if the
Department determines it to be necessary, the Department may rely on estimates and later
true-up for billing and reporting purposes in the initial implementation years after the freeze
go date.

Methodology will recover all costs incurred on and after the freeze-go date, by converting
and authorizing repayment on a Pay-As-You-Go methodology.

Amend the definition of the Project Repayment Period to apply only to those costs incurred
prior to the freeze-go date.

The term of the Project Repayment Period, January 1, 1961 through December 31, 2035, will
remain the same.

The Water Systems Revenue Bond Surcharge will apply only to those costs incurred prior to
the freeze-go date and will terminate at the completion of the Project Repayment Period.
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6. Amend the definition of the Project Interest Rate to apply only to those costs incurred prior

to the freeze-go date. No interest rate, including the Project Interest Rate, shall be applied
to the over/under charges for costs incurred after the freeze-go date. The Project Interest
Rate will remain 4.610%.

In identifying “costs incurred” for purposes of determining whether the cost is incurred
before the freeze-go date or on or after the freeze-go date, the following shall apply:

a) Variable costs shall be deemed to occur when the goods or service is provided,
regardless of when the expenditure for such goods or service is recorded in the financial
information system;

b) Capital and minimum costs shall be deemed to occur when the expenditure for the
goods or service is recorded in the financial information system, regardless of the date
the goods or service is provided.

Defining the Pay-As-You-Go Repayment of Costs Incurred On and After the Freeze-Go Date

1

The annual cost recovery within a bill year for estimated annual operation, maintenance,
power, and replacement costs for project conservation facilities.

The annual recovery of actual debt service, including repayment of the SRA, created by
SWRDS financing activities, within a bill year for financed capital transportation and
conservation facilities.

A capital asset which has a short useful life and/or will not have a substantial cost, may be
charged to the Contractors in the year the cost is incurred. The SWRDS Finance Committee
may review and make recommendations to the Director regarding the policy of charging the
costs of such assets.

Defining the Pay-As-You-Go Repayment of Actual Debt Service from SWRDS Financing Capital
Costs On and After the Freeze-Go Date

1.

2.

Authorize DWR to finance 100% of all capital costs.

Authorize DWR to use various methods of financing including Water System Revenue Bonds
and SRA, with each method providing an annual repayment schedule which includes a
principal and interest (debt service) component over the life of the financing.

Authorize DWR to bill an amount that is equal to the accumulated annual debt service
payments due per the debt service schedules for SRA investments or matching dollar for
dollar the SWRDS annual debt service payments including the bond cover requirements,
providing 100% capital cost recovery at the financed interest rate over the term of the
financing while meeting the additional bond debt cover requirements.
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XI.

Xil.

X,

OBJECTIVE 3B: REPLACEMENT ACCOUNTING SYSTEM (RAS)

. Elimination of the Replacement Accounting System (RAS)

1. Eliminate the Replacement Accounting System (RAS) for Transportation and Conservation
Facilities with the intent to have replacement costs treated as a minimum or capital cost.

2. The unencumbered cash balance of the RAS funds are to be returned to the SWP
Contractors using the RAS allocation methodology.

OBJECTIVE 3C: ARTICLE 1 (hh)

. Expanding Water System Facilities Authorized to be Financed by Water System Revenue

Bonds Under Article 1(hh)

1. Eliminate the January 1, 1987 date for existing facilities within Article 1(hh)(8); provision to
now read as follows, “ Finance all repairs, additions, and betterments to conservation or
transportation facilities and to all other facilities described in this sub-article (hh) except for
item (5) the land acquisition prior to December 31, 1995 for the Kern Fan Element of the
Kern Water Bank.”

2. Add provision to expand Article 1{hh) to include “Finance all other capital projects (i.e.
projects and programs for which revenue bonds can be sold) mutually agreed upon in
writing by DWR and 80% of the affected Contractors, provided that the approving
Contractors' Table A amounts exceed 80% of the Table A amounts representing all affected
Contractors”. "Affected Contractors” means those Contractors which would be obligated to
pay a share of the debt service for such project.

OBIJECTIVE 3D: BILLING AUTHORIZATION
A. Billing Authorization

The Department, in fixing and establishing prices, rates, and charges for water and power, shall
include as a reimbursable cost of any state water project an amount sufficient to repay all costs
incurred by the department, directly or by contract with other agencies, for the preservation of
fish and wildlife and determined to be allocable to the costs of the project works constructed for
the development of that water and power, or either. Costs incurred for the enhancement of fish
and wildlife or for the development of public recreation shall not be inciuded in the prices, rates,
and charges for water and power, and shall be nonreimbursable costs.

Such recreational purposes include, but are not limited to, those recreational pursuits generally
associated with the out-of-doors, such as camping, picnicking, fishing, hunting, water contact
sports, boating, and sightseeing, and the associated facilities of campgrounds, picnic areas,
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Xiv.

water and sanitary facilities, parking areas, viewpoints, boat launching ramps, and any others
necessary to make project land and water areas available for use by the public.

In administering this Contract “development of public recreation” shall include recreation
capital and operation and maintenance.

OBIJECTIVE 4: BDCP AND DHCCP PARTICIPATION

This Objective will not be part of the SWP contract amendment based on this AIP. Instead,
Contractor participation in the BDCP and DHCCP will be addressed through a separate public
negotiation and environmental review process to develop appropriate SWP water supply
contract amendments. DWR has begun the administrative process that will be used to facilitate
the public negotiations of such amendments. The first public negotiation session is scheduled
for December 2014.

PROVISION 1 — OTHER CONTRACT PROVISIONS

Except as amended, all provisions of the Water Supply Contract shall be and remain in full force
and effect.

PROVISION 2 — ENVIRONMENTAL REVIEW PROCESS

DWR and the Contractors agree that this AIP is intended to be used during the environmental
review process for the California Environmental Quality Act (CEQA), to define the proposed
project description for the purposes of CEQA, and to permit the next steps of the water supply
contract extension process, including scoping and the preparation of the EIR.

The AIP principles are not final contract language and do not represent a contractual
commitment by either DWR or the Contractors to approve any proposed project, to sign
contract amendments, or to extend the contract. By concurring with the AIP, DWR and the
Contractors express their intent to move forward with the CEQA process with DWR as lead
agency and the Contractors as responsible agencies, and ultimately develop a proposed project
consisting of contractual amendments consistent with the AIP principles and prepare the EIR for
consideration by DWR and the Contractors.

At the end of the CEQA process and in compliance with CEQA, DWR and the Contractors will
each individually evaluate the EIR and contract amendments, exercise their independent
judgment, and determine whether or not to certify the EIR, approve the proposed project and
sign the contract amendments or to approve an alternative project. Consequently, even though
DWR and the Contractors have agreed to the AIP for the purposes described in the preceding
paragraphs, DWR and each Contractor retain their full discretion under CEQA to consider and
adopt mitigation measures and alternatives, including the alternative of not going forward with
the proposed project.



AIP Concerning Extension of SWP Water Supply Contracts
Execution Version June 18, 2014

Page 13 of 18

00202

XVIl. PROVISION 3 — AUTHORIZED REPRESENTATIVE SIGNATURES

DWR and each Contractor may express concurrence with this AIP by having their authorized
representatives sign below. DWR and each Contractor will use their best efforts to make a
decision whether to sign the AIP by September 1, 2014. The AIP may be signed in counterparts.

STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOUREES

By: 7’/1// ad, A

Name:  Mark W. Cowin
Title: Director

Date: g/ ‘/T/ 26/ 4

ALAMEDA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT, ZONE 7

By:
Name:
Title:
Date:

ALAMEDA COUNTY WATER DISTRICT

By:
Name:
Title:
Date:

ANTELOPE VALLEY — EASTERN KERN WATER AGENCY

By:
Name:
Title:
Date:

CASTAIC LAKE WATER AGENCY

By:
Name:
Title:
Date:
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PROVISION 3 — AUTHORIZED REPRESENTATIVE SIGNATURES

DWR and each Contractor may express concurrence with this AIP by having their authorized
representatives sign below. DWR and each Contractor will use their best efforts to make a
decision whether to sign the AIP by September 1, 2014. The AIP may be signed in counterparts.

STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

By:

Name:

Title:

Date:

ALAMEDA CO FLOOD €ONTROL AND WATER CONSERVATION DISTRICT, ZONE 7
Name F Duerig

Title: /
Date: \o Se.o 7,0\4

ALAMEDA COUNTY WATER DISTRICT

By:
Name:
Title:
Date:

ANTELOPE VALLEY — EASTERN KERN WATER AGENCY

By:
Name:
Title:
Date:

CASTAIC LAKE WATER AGENCY

By:
Name:
Title:
Date:
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XVIl. PROVISION 3 —= AUTHORIZED REPRESENTATIVE SIGNATURES

DWR and each Contractor may express concurrence with this AIP by having their authorized
representatives sign below. DWR and each Contractor will use their best efforts to make a
decision whether to sign the AIP by September 1, 2014. The AIP may be signed in counterparts.

STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

By:
Name:
Title:
Date:

ALAMEDA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT, ZONE 7

By:
Name:
Title:
Date:

ALAMEDA COUNTY WATER DISTRICT

By: { T
Name: WALTER L. WADLOW o
Title: GENERAL MANAGEER,

Date: _SePrEmMper. 24, 204

ANTELOPE VALLEY - EASTERN KERN WATER AGENCY

By:
Name:
Title:
Date:

CASTAIC LAKE WATER AGENCY

By:
Name:
Title:
Date:
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XVil.  PROVISION 3 — AUTHORIZED REPRESENTATIVE SIGNATURES

DWR and each Contractor may express concurrence with this AIP by having their authorized
representatives sign below. DWR and each Contractor will use their best efforts to make a
decision whether to sign the AIP by September 1, 2014. The AIP may be signed in counterparts.

STATE OF CALIFORNIA
DEPARTMENT OF WATER RESCURCES

By:
Name:
Title:
Date:

ALAMEDA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT, ZONE 7

By:
Name:
Title:
Date:

ALAMEDA COUNTY WATER DISTRICT

By:
Name:
Title:
Date:

ANTELOPE VALLEY — EASTERN KERN WATER AGENCY

By: /i”w\/) A

]

Name: Oay {0

Title: Ll ae  pAenan (T
Date: 915 /.4

CASTAIC LAKE WATER AGENCY

By:

Name:

Title:

Date:
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PROVISION 3 ~ AUTHORIZED REPRESENTATIVE SIGNATURES

DWR and each Contractor may express concurrence with this AIP by having their authorized
representatives sign below. DWR and each Contractor will use their best efforts to make a
decision whether to sign the AIP by September 1, 2014. The AIP may be signed in counterparts.

STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

By:
Name:
Title:
Date:

ALAMEDA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT, ZONE 7

By:
Name:
Title:
Date:

ALAMEDA COUNTY WATER DISTRICT

By:
Name:
Title:
Date:

ANTELOPE VALLEY - EASTERN KERN WATER AGENCY

By:

Name:

Title:

Date: B

CASTAIC LAKE WATER AGENCY 7
— 7= ,( p

By: EA! C\e”lné:

Name: Dan Masnada

Title: General Manager

Date: August 27, 2014
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CITY OF YUBA CITY

By: " o = S
Name: S teuen c;\.\r—'ca/g} -
Title: c;-hj manage

Date: 2 /1] 94

COACHELLA VALLEY WATER DISTRICT

By:
Name:
Title:
Date:

COUNTY OF BUTTE

By:
Name:
Title:
Date:

COUNTY OF KINGS

By:
Name:
Title:
Date:

CRESTLINE LAKE ARROWHEAD WATER AGENCY

By:
Name;
Title:
Date:

DESERT WATER AGENCY

By:
Name:
Title:
Date:
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CITY OF YUBA CITY

By:

Name:

Title:

Date:

By:

V‘"‘

Name:

Title:

Date: July 25, 2014

COUNTY OF BUTTE

By:

Name:

Title:

Date:

COUNTY OF KINGS

By:

Name:

Title:

Date:

CRESTLINE LAKE ARROWHEAD WATER AGENCY

By:

Name:

Title:

Date:

DESERT WATER AGENCY

By:

Name:

Title:

Date:
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CITY OF YUBA CITY

By:

Name:

Title:

Date:

COACHELLA VALLEY WATER DISTRICT

By:

Name:

Title:

Date:

COUNTY OF BUTTE

COUNTY OF KINGS

By: {I‘_,/ : '//),ZEVQ,

/

Name: _/ __ JooNeves
Title:  / ;_ ~____ Chairman

Date: -

CRESTLINE LAKE ARROWHEAD WATER AGENCY

By:

Name:

Title:

Date:

DESERT WATER AGENCY

By:

Name:
Title:

Date:
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CITY OF YUBA CITY
By:
Name:
Title:
Date:

COACHELLA VALLEY WATER DISTRICT

By:
Name:
Title:
Date:

COUNTY OF BUTTE

By:
Name:
Title:
Date:

COUNTY OF KINGS

By:
Name:
Title:
Date:

CRESTLINE LAKE ARROWHEAD WATER AGENCY

By:
Name:
Title:
Date:

DESERT WATER AGENCY

By:
Name:
Title:
Date:
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CITY OF YUBA CITY

By:

Name:

Title:

Date:

COACHELLA VALLEY WATER DISTRICT

By:

Name:

Title:

Date:

COUNTY OF BUTTE

By:

Name:

Title:

Date:

COUNTY OF KINGS

By:

Name:

Title:

Date:

CRESTLINE LAKE ARROWHEAD WATER AGENCY

By:

Name:

Title:

Date:

DESERT WATER AGENCY
|

By: 2
Name: David K. Luker

Title: General Manager

Date: August 19, 2014
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DUDLEY RIDGE WATER DISTRICT

By: ( R&=FA L&
Name: I E g, HELVIELE
Title: AHAN A s — A G N EEL
Date: E - /3 - Zo/f

EMPIRE WESTSIDE IRRIGATION DISTRICT

By:
Name:
Title:
Date:

KERN COUNTY WATER AGENCY

By:
Name:
Title:
Date:

LITTLEROCK CREEK IRRIGATION DISTRICT

By:
Name:
Title:
Date:

MOJAVE WATER AGENCY

By:
Name:
Title:
Date:

THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

By:
Name:
Title:
Date:
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DUDLEY RIDGE WATER DISTRICT

By:
Name;
Title:
Date:

EMPIRE WESTSIDE IRRIGATION DISTRICT
C)pC
By: o g
o)

Title:

e /I Hass

Date: _ B/20/20)4
KERN COUNTY WATER AGENCY

By:
Name:

Title:

Date:

LITTLEROCK CREEK IRRIGATION DISTRICT

By:

Name:

Title:
Date:

MOJAVE WATER AGENCY

By:

Name:

Title:
Date:

THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

By:

Name:
Title:

Date:
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DUDLEY RIDGE WATER DISTRICT

By:
Name:
Title:
Date:

EMPIRE WESTSIDE IRRIGATION DISTRICT

By:
Name:
Title:
Date:

KERN COUNTY WATER AGENCY

By: _—M.__-—f‘/? /2(
Name: -ﬂ:)ﬂ.-mdk
Title:  [(tyiera | Mlastages
Date: _P/Ap4

LITTLEROCK CREEK IRRIGATION DISTRICT

By:
Name:
Title:
Date:

MOJAVE WATER AGENCY

By:
Name:
Title:
Date:

THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

By:
Name:
Title:
Date:
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DUDLEY RIDGE WATER DISTRICT

By:
Name:
Title:
Date:

EMPIRE WESTSIDE IRRIGATION DISTRICT

By:
Name:
Title:
Date:

KERN COUNTY WATER AGENCY

By:
Name:
Title:
Date:

LITTLEROCK CREEK IRRIGATION DISTRICT

—_ . e ? -
By: AR A C
Name: _Travis Berglund
Title: General Manager

Date: 08/28/2014

MOJAVE WATER AGENCY

By:
Name:
Title:
Date:

THE METROPOUITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

By:
Name:
Title:
Date:
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KERN COUNTY WATER AGENCY

By:
Name:
Title:
Date:

LITTLEROCK CREEK IRRIGATION DISTRICT

By:

Name:

Title:

Date:

MOJAVE WATER:\%Y

By: Q

Name: Ko }p} STRAL!

Title: (¢ 2 :u,'mt/,(‘ I
Date: Hu}in RELEPAVWE |

THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

By:
Name:
Title:
Date:

NAPA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

OAK FLAT WATER DISTRICT

By:
Name:
Title:
Date:

PALMDALE WATER DISTRICT
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DUDLEY RIDGE WATER DISTRICT

By:
Name:
Title:
Date:

EMPIRE WESTSIDE IRRIGATION DISTRICT

By:
Name:
Title:
Date:

KERN COUNTY WATER AGENCY

By:
Name:
Title:
Date:

LITTLEROCK CREEK IRRIGATION DISTRICT

By:
Name:
Title:
Date:

MOJAVE WATER AGENCY

By:
Name:
Title:
Date:

THE MEETROPO N WATE ISTRICT OF SOUTHERN CALIFORNIA

Name: l JE:WM(-//Z, [EMTE ivCa]
Title: GVt HAVEE S
Date: Az . 2 }:’ 2.0/%
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NAPA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT
e /

By: J (. l K M
Name:  Jill Techel APPRC%VED AS TO FORM
el e don Office of Coum‘y Counsel
Date: 1y //L//QO/%/ l ;

By J\J" \. LU A
OAK FLAT WATER DISTRICT Dcfe' (- '1‘ ol
By:
Name:
Title: ATTEST:
Date:
PALMDALE WATER DISTRICT By:t f {L-}tc ,\ y S _1 tA);'} u] —
By: Yod & _' :
Name:
Title:
Date:
PLUMAS COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

| APPROVED__ ¢ "'

B FLOOD CONTROL & WATER
i CONSERVATION DISTRICT
s GLADYS I. COIL
Date: SECRETARY OF THE DISTRICT

BY < e __Deputy
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT -~
By:
Name:
Title:
Date:

SAN GABRIEL VALLEY MUNICIPAL WATER DISTRICT

By:
Name:
Title:
Date:
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NAPA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

OAK FLAT WATER DISTRICT

By: Uﬂ t (, \L,.[ »,

Name: Anthea G. Hansen

Title: General Manager

Date: C(!’)J- o/
CrETIT

PALMDALE WATER DISTRICT

By:

Name:

Title:

Date:

PLUMAS COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT

By:
Name:
Title:
Date:

SAN GABRIEL VALLEY MUNICIPAL WATER DISTRICT

By:
Name:
Title:
Date:
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NAPA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

OAK FLAT WATER DISTRICT

By:
Name:
Title:
Date:
PALMDALE WATER DISTRIgI
(I ‘ [ “ .f
By: _f" o A ALV Ny
Name: Dennis D. LaMoreaux
Title: General Manager
Date: August 28, 2014

PLUMAS COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT

By:
Name:
Title:
Date:

SAN GABRIEL VALLEY MUNICIPAL WATER DISTRICT

By:
Name:
Title:
Date:
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NAPA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

OAK FLAT WATER DISTRICT

By:
Name:
Title:
Date:

PALMDALE WATER DISTRICT

By:
Name:
Title:
Date:

PLUMAS COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT

By: I A A /W;w/

Name: Douglds D. Headrick
Title: General Manager
Date: August 19, 2014

SAN GABRIEL VALLEY MUNICIPAL WATER DISTRICT

By:
Name:
Title:
Date:
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NAPA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

OAK FLAT WATER DISTRICT

By:
Name:
Title:
Date:

PALMDALE WATER DISTRICT

By:
Name:
Title:
Date:

PLUMAS COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT

8y:
Name:
Title:
Date:

SAN GABRIEL VALLEY MUNICIPAL WATER DISTRICT

By: ﬂoﬂr\ ) M

Name: Darin J.\samoto
Title: General Manager
Date: August 13, 2014
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SAN GORGONIO PASS WATER AGENCY

%& A
Name Evig

Title:  _Eqenkeal N\gmmi
Date: - =T\ 4

SAN LUIS OBISPO COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

SANTA BARBARA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

SANTA CLARA VALLEY WATER DISTRICT

By:
Name:
Title:
Date:

SOLANO COUNTY WATER AGENCY

By:
Name:
Title:
Date:

TULARE LAKE BASIN WATER STORAGE DISTRICT

By:
Name:
Title:
Date:
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SAN GORGONIO PASS WATER AGENCY

By:
Name:
Title:
Date:

SAN LUIS OBISPO COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

SANTA BARBARA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

SANTA CLARA VALLEY WATER DISTRICT

By: i P
Name: Beau Goldie
Title: i 3

-

Date: g /a2y

SOLANO COUNTY WATER AGENCY

By:
Name:
Title:
Date:

TULARE LAKE BASIN WATER STORAGE DISTRICT

By:
Name:
Title:
Date:
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SAN GORGONIO PASS WATER AGENCY

By:
Name:
Title:
Date:

SAN LUIS OBISPO COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

SANTA BARBARA COUNTY:FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

SANTA CLARA VALLEY WATER DISTRICT

By:
Name:
Title:
Date:

SOLANO COUNTY WATER AGENCY
By: NBMI ~ FO‘\Q\N

Name: DD Okt
Title: GRS PAANSCY
Date: s ]y

TULARE LAKE BASIN WATER STORAGE DISTRICT

By:
Name:
Title:
Date:
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SAN GORGONIO PASS WATER AGENCY

By:
Name:
Title:
Date:

SAN LUIS OBISPO COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

SANTA BARBARA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

SANTA CLARA VALLEY WATER DISTRICT

By:
Name:
Title:
Date:

SOLANO COUNTY WATER AGENCY

By:
Name:
Title:
Date:

TULARE LAKE BASIN WATER STORAGE DISTRICT

7/
By:
Name: Mark A. GyIkey
Title: General Manager

Date: September 2, 2014
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VENTURA COUNTY FLOOD CONTROL DISTRICT

By:
Name:
Title: : 7 ) s ; c} i mishotor for Ventora Miy
Date: _Wﬁe/ /49 ;m,q FloodA Conten) Diskrict Contact-




EXHIBIT B

STATE WATER PROJECT WATER SUPPLY CONTRACT EXTENSION AMENDMENT
Preliminary Execution Version #2

STATE OF CALIFORNIA
CALIFORNIA NATURAL RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 21 (THE CONTRACT EXTENSION AMENDMENT)
TO WATER SUPPLY CONTRACT BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND SANTA CLARITA VALLEY WATER
AGENCY FOR CONTINUED SERVICE AND THE TERMS AND CONDITIONS

THEREOF
THIS AMENDMENT to the Water Supply Contract is made this day
of , 201_, pursuant to the provisions of the California Water

Resources Development Bond Act, the Central Valley Project Act, and other applicable
laws of the State of California, between the State of California, acting by and through its
Department of Water Resources, herein referred to as the “State,” and Santa Clarita
Valley Water Agency, herein referred to as the “Agency.”



STATE WATER PROJECT WATER SUPPLY CONTRACT EXTENSION AMENDMENT
Preliminary Execution Version #2

INDEX
INDEX OF TABLES .....oovreeietiiieinsieseiisssissniansssesnsssestassessssrsssesasonsssssssasessessesse siessessasstsosessessisassstasssossssnonnons 3
RECITALS .oviitititiniiinnineiisiississssisaesaisessinieninra s ssbsasosssssssisssast st assassassssesessesssss sassnsonsnsanssesrensessessessssessessasins 4
AMENDED CONTRACT TEXT ....ociiiriireriensniseisesnissssssssasesiosiosssisnesssssesssssisssssssossessonsssssesssnsssssasessssssssssssssassos 6
L. DEFINITIONS. c..oocriritirtirrctinieiesiesiienssisan st nsnen et b sn s sassan s b s b s as s n e sh e ba b ea e saesasananennens 6
2. TERM OF CONTRACT. .ccivimiiriiriirinminnininsnnsestesanssmsissisiessesssessssisssasssssnsssssassnssssessessessasssssnsassssssasss 17
22. DELTA WATER CHARGE ......cocontiruirirtirtieisncsiisssniiecninissesnc st sssesessessessessessessassassassnssssssnssnsaresassassasss 18
23. TRANSPORTATION CHARGE. .......cccoiiiriiuirninniestesienninininsstessississssessestassassessssensenssnsnsensessessasssssass 33
24. TRANSPORTATION CHARGE -- CAPITAL COMPONENTS. ......cocvmiiriinirsirnnrisessisresnisssneneseensesessesins 37
25. TRANSPORTATION CHARGE -- MINIMUM OPERATION, MAINTENANCE, POWER, AND )
REPLACEMENT COMPONENT.......coiiiiiiiitiinnireiesiesisinniniisses st sasesssssissessnisnssssasessesessssessssnsssassnsns 47
26. TRANSPORTATION CHARGE -- VARIABLE OPERATION, MAINTENANCE AND POWER
COMPONENT.....coietiiircccnsiisiiesiesiestssestirssesssste s tsas s in s ab bbb sa b ea e sassabesnesntsnnesnsrenbesssessesbessssusesbasbassens 50
27. TRANSPORTATION CHARGE -- REPAYMENT SCHEDULE. ..........cccocovimmiiieiintinrnrenniircsssisssesssssnes 52
28. DELTA WATER CHARGE AND TRANSPORTATION CHARGE -- REDETERMINATION. .........coverveneenns 53
29. TIME AND METHOD OF PAYMENT OF DELTA WATER CHARGE AND TRANSPORTATION
CHARGE. ..ottt sa s sn e s s e s e s e e e e s assn e sas s e s s s e s e e s e ke s e s e e e senen st s snaraertsrasansrnase 57
50. WATER SYSTEM FACILITY REVENUE BOND FINANCING COSTS.....cceveiemisinieninsiiniancsnsissessiessesaens 60
51. FINANCIAL ADJUSTIMENTS.....cciiiiiiiiiiuisneeiessiesienenenasisessississassesssssassnssnssnesssasssssassassestsssessssanss 65
NEW CONTRACT ARTICLE......coctrviereeienstistissnsrisnsnesiasisnssnssiisisessssisessssstsssssessessassssansesiossossassesssssssasssessessosses 77
61. FINANCIAL ACCOUNTS AND ACTIVITIES.....coverreiiiivniinnnsinstisnisnnnisninsississsssssissiossssssmsssssssisassnsaesnss 77
NEW CONTRACT APPENDIX ....cvcvererrermerninsmsienicsisstsensenrestessisssssisassstsssisesissssessessastessssssssnssasarssssassinssnssssases 83
APPENDIX B......ocieieiiiiiiinicisiesiiisiesiesies i ssesis e sesstssesasesassas sansssisnssnensnstsssesiesaasasssnesnssnnsnneransessassnesnes 83
AMENDMENT IMPLEMENTING AND ADMINISTRATIVE PROVISIONS.......coocvvemrrimnenienissiiisiissisrassnsansiens 85



STATE WATER PROJECT WATER SUPPLY CONTRACT EXTENSION AMENDMENT
Preliminary Execution Version #2

INDEX OF TABLES

B - PROJECTED ALLOCATIONS TO AGENCY OF PROJECT CONSERVATION FACILITY
CAPITAL COSTS INCURRED ON OR AFTER THE BILLING TRANSITION DATE............ccconuene 24

C - PROJECTED CHARGES TO AGENCY UNDER THE CAPITAL COMPONENT OF THE
DELTA WATER CHARGE FOR COSTS INCURRED ON OR AFTER THE BILLING
TRANSITION DATE........occvrereiiemtrerrite e sestsstsisststssss st bttt seee s e b s bbb sabesbaus b s sasassaabasaen 26

D - DELTA WATER CHARGE -- ESTIMATED MINIMUM OPERATION, MAINTENANCE,
POWER AND REPLACEMENT COMPONENT FOR COSTS INCURRED ON OR AFTER
THE BILLING TRANSITION DATE ...ttt ses e sssesassnsesasenne 27

E - DELTA WATER CHARGE -- ESTIMATED VARIABLE OPERATION, MAINTENANCE AND
POWER COMPONENT FOR COSTS INCURRED ON OR AFTER THE BILLING
TRANSITION DATE ...ttt bbb bbb m bbb sas s bbb s 28

F - REPAYMENT SCHEDULE -- DELTA WATER CHARGE FOR COSTS INCURRED ON OR
AFTER THE BILLING TRANSITION DATE......cccovvmmiriiiiniininnscnnscsnescssssse st et sesessesesssonssess 29

G - PROJECT TRANSPORTATION FACILITIES NECESSARY TO DELIVER WATER TO
H - PROJECTED ALLOCATIONS OF CAPITAL COSTS INCURRED PRIOR TO THE BILLING
TRANSITION DATE OF PROJECT TRANSPORTATION FACILITIES TO AGENCY...........coeuvneee. 38

| - TRANSPORTATION CHARGE FOR COSTS INCURRED PRIOR TO THE BILLING
TRANSITION DATE -- CAPITAL COST COMPONENT ......ccooeiitinereecnreencsissesistsasaniesnacsssassensons 39

J - PROJECTED ALLOCATIONS TO AGENCY OF PROJECT TRANSPORTATION FACILITY
CAPITAL COSTS INCURRED ON OR AFTER THE BILLING TRANSITION DATE............ccccccvenen. 41

K- PROJECTED CHARGES UNDER THE CAPITAL COMPONENT OF THE
TRANSPORTATION CHARGE FOR COSTS INCURRED ON OR AFTER THE BILLING

TRANSITION DATE TO AGENCY ....ooiiiiiiiiininiininie i scscrsesen e ecseseseshesaetemcsseseeseesesenne 42
L - RELEVANT VALUES THAT SHALL SERVE AS THE BASIS FOR ALLOCATION OF ALL

TRANSPORTATION CHARGE COSTS.....c.coirercimsinstientisenenssesesessensiossesissssistsassosasssssssssesessaseos 44
M - TRANSPORTATION CHARGE -- MINIMUM OPERATION MAINTENANCE, POWER, AND

REPLACEMENT COMPONENT ...ttt st sessssssssersssosssassaressssesseseses 48
N - TRANSPORTATION CHARGE -- ESTIMATED VARIABLE OPERATION, MAINTENANCE,

AND POWER COMPONENT ...ttt nrencs s s ssssssesesssssassanssssasossssassesssssassens 51
O - REPAYMENT SCHEDULE -- TRANSPORTATION CHARGE. ..ot 52



STATE WATER PROJECT WATER SUPPLY CONTRACT EXTENSION AMENDMENT
Preliminary Execution Version #2

RECITALS

. The State and the Agency entered into and subsequently amended a water
supply contract (the “contract’), dated November 4, 1960, providing that the State
shall supply certain quantities of water to the Agency and providing that the
Agency shall make certain payments to the State, and setting forth the terms and
conditions of such supply and such payments; and

. Article 2 of the contract provides that the contract shall remain in effect for the
longest of the following: (1) the project repayment period, which, as defined in the
contract, is to end on December 31, 2035; (2) 75 years from the original date of
the contract; and (3) the period ending with the latest maturity date of any bond
issue used to finance the construction costs of project facilities; and

. The longest of the above referenced periods in Article 2 would have ended in this
contract on April 30, 2038; and

. Article 4 of the contract provides that the Agency, by written notice to the State at
least six (6) months prior to the expiration of the term of the contract (as specified
in Article 2), may elect to receive continued service under the contract under
certain conditions specified therein and under other terms and conditions that are
reasonable and mutually agreed upon by the State and the Agency; and

. The State, the Agency and representatives of certain other State Water Project
Contractors have negotiated and executed a document (Execution Version dated
June 18, 2014), the subject of which is “Agreement in Principle Concerning
Extension of the State Water Project Water Supply Contracts” (the “Agreement in
Principle”); and

. The Agreement in Principle describes the terms and conditions of the continued
service upon which the State and the Agency mutually proposed to develop
contractual amendments consistent with the Agreement In Principle; and

. The State, the Agency and those Contractors intending to be subject to the
contract amendments contemplated by the Agreement in Principle subsequently
prepared an amendment to their respective contracts to implement the provisions
of the Agreement in Principle, and such amendment was named the
“Amendment for Continued Service and the Terms and Conditions Thereof”; and
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H. The State and the Agency desire to implement continued service under the
contract under the terms and conditions of this Amendment for Continued
Service and the Terms and Conditions Thereof to the water supply contract; and

I. The Agency's execution of this Amendment for Continued Service and the Terms
and Conditions Thereof is the equivalent of the Agency's election under Article 4
to receive continued service under the contract under the conditions provided in
Article 4, and the mutually agreed terms and conditions herein are the other
reasonable and equitable terms and conditions of continued service referred to in
Article 4.
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NOW, THEREFORE, IT IS MUTUALLY AGREED that the following changes
and additions are hereby made to the Agency’s water supply contract with the State:

AMENDED CONTRACT TEXT

L ARTICLES 1, 2, 22 THROUGH 29, 50 AND 51 ARE DELETED IN THEIR
ENTIRETY AND REPLACED WITH THE FOLLOWING TEXT:

1. DEFINITIONS.

When used in this contract, the following terms shall have the meanings
hereinafter set forth:

(a) “Additional Project Conservation Facilities” shall mean the following
facilities and programs, which will serve the purpose of preventing any reduction in the
Minimum Project Yield as hereinafter defined:

(1)  Those Project Facilities specified in Section 12938 of the Water
Code;

(2) Those facilities and programs described in (A), (B), (C), (D), and (E)
below which, in the State’s determination, are engineeringly feasible and capable
of producing Project Water which is economically competitive with alternative
new water supply sources, provided that in the State’s determination, the
construction and operation of such facilities and programs will not interfere with
the requested deliveries of Annual Table A Amount to any Contractor other than
the sponsoring Contractor, and will not result in any greater annual charges to
any Contractor other than the sponsoring Contractor than would have occurred
with the construction at the same time of alternative new water supply sources
which are either reservoirs located north of the Delta or off-Aqueduct storage
reservoirs located south or west of the Delta designed to supply water to the
California Aqueduct.

The following facilities and programs shall hereinafter be referred to as
“Local Projects”

(A) On-stream and off-stream surface storage reservoirs not
provided for in Section 12938 of the Water Code, that will produce Project
Water for the System for a period of time agreed to by the sponsoring
Contractor;

(B) Groundwater storage facilities that will produce Project Water
for the System for a period of time agreed to by the sponsoring Contractor;
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(C) Waste water reclamation facilities that will produce Project
Water for the System for a period of time agreed to by the sponsoring
Contractor;

(D) Water and facilities for delivering water purchased by the State
for the System for a period of time agreed to by the sponsoring Contractor;
provided that the economic test specified herein shall be applied to the
cost of these facilities together with the cost of the purchased water; and

(E) Future water conservation programs and facilities that will
reduce demands by the sponsoring Contractor for Project Water from the
System for a pericd of time agreed to by the sponsoring Contractor and
will thereby have the effect of increasing Project Water available in the
Delta for distribution.

(3) Whether a Local Project described in (2) above shall be considered
economically competitive shall be determined by the State by comparing, in an
engineering and economic analysis, such Local Project with alternative new
water supply sources which are either reservoirs located north of the Delta or off-
Aqueduct storage reservoirs located south or west of the Delta designed to
supply water to the California Aqueduct. The analysis for such alternative new
water supply sources shall use the average cost per acre-foot of yield in the
latest studies made for such sources by the State and shall compare those
facilities with the proposed Local Project using commonly accepted engineering
economics. In the case of a Local Project to be funded in part by the State as
part of the System and in part from other sources, the economic analysis
specified herein shall be applied only to the portion to be funded by the State as
part of the System.

(4) The Local Projects in (2) above shall not be constructed or
implemented unless or until:

(A) The sponsoring Contractor signs a written agreement with the
State which:

(i) Contains the sponsoring Contractor’s approval of such
facility or program;

(i) Specifies the yield and the period of time during which
the water from the Local Project shall constitute Project Water; and

(iii) Specifies the disposition of such Local Project or of the
yield from such Local Project upon the expiration of such period of
time.
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(B) All Contractors within whose boundaries any portion of such
Local Project is located, and who are not sponsoring Contractors for such
Local Project give their written approval of such Local Project.

(5) “Sponsoring Contractor” as used in this Article 1(a) shall mean the
Contractor or Contractors who either will receive the yield from facilities
described in 2(A), (B), (C), or (D) above, or agree to reduce demands for Project
Water from the System pursuant to 2(E) above.

(6) Inthe event of a shortage in water supply within the meaning of
Article 18(a), the determination of whether to count, in whole or in part, the yield
from facilities described in 2(A), (B), (C), or (D) above, or the reduced demand
from future conservation programs described in 2(E) above in the allocation of
deficiencies among Contractors will be based on a project-by-project evaluation
taking into consideration such factors as any limitation on the use of the water
from such facilities and whether the sponsoring Contractor has access to Project
Water from the Delta as an alternate to such facilities.

(b)  *“Agricultural Use” shall mean any use of water primarily in the
production of plant crops or livestock for market, including any use incidental thereto for
domestic or stock-watering purposes.

(c) “Annual Table A Amount” shall mean the amount of Project Water set
forth in Table A of this Contract that the State, pursuant to the obligations of this
contract and applicable law, makes available for delivery to the Agency at the delivery
structures provided for the Agency. The term Annual Table A Amount shall not be
interpreted to mean that in each year the State will be able to make that quantity of
Project Water available to the Agency. The Annual Table A Amounts and the terms of
this contract reflect an expectation that under certain conditions only a lesser amount,
allocated in accordance with this contract, may be made available to the Agency. This
recognition that full Annual Table A Amounts will not be deliverable under all conditions
does not change the obligations of the State under this contract, including but not
limited to, the obligations to make all reasonable efforts to complete the Project
Facilities, to perfect and protect water rights, and to allocate among Contractors the
supply available in any year, as set forth in Articles 6(b), 6(c), 16(b) and 18, in the
manner and subject to the terms and conditions of those articles and this contract.
Where the term “annual entitlement” appears elsewhere in this contract, it shall mean
“Annual Table A Amount.” The State agrees that in future amendments to this and other
Contractor’s contracts, in lieu of the term “annual entitlement,” the term “Annual Table A
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Amount’ will be used and will have the same meaning as “annual entitlement’ wherever
that term is used.

(d)  “Area of Origin Statutes” shall mean Sections 10505 and 11460 through
11463 of the Water Code as now existing or hereafter amended.

(e) “Article 51(e) Amounts” shall mean the annual amounts determined
pursuant to Article 51(e)(1).

() “Billing Transition Date” shall mean January 1 of the first calendar year
starting at least six (6) months after the Contract Extension Amendment Effective Date.

(@) “Burns-Porter Bond Act” shall mean the California Water Resources
Development Bond Act, comprising Chapter 8, commencing at Section 12930, of Part 6
of Division 6 of the Water Code, as enacted in Chapter 1762 of the Statutes of 1959.

(h) “Capital Costs” shall mean all costs Incurred subsequent to authorization
of a facility for construction by the Legislature or by administrative action pursuant to
Section 11290 of the Water Code and to the Burns-Porter Bond Act, including those so
Incurred prior to the beginning of the Project Repayment Period as herein defined and
any accrued unpaid interest charges thereon at the rates specified herein, which are
properly chargeable to the construction of and the furnishing of equipment for the
facilities of the System, including the costs of surveys, engineering studies, exploratory
work, designs, preparation of construction plans and specifications, acquisition of lands,
easements and rights-of-way, and relocation work, all as shown upon the official
records of the Department of Water Resources.

(i) “Carry-over Table A Water” shall mean water from a Contractor's
Annual Table A Amount for a respective year, which is made available for delivery by
the State in the next year pursuant to Article 12(e).

)] “Central Valley Project Act” shall mean the Central Valley Act
comprising Part 3, commencing at Section 11100, of Division 6 of the Water Code.

(k) *“Contract Extension Amendment” shall mean the substantially similar
amendments to the Contractors’ Water Supply Contracts that include, among other
things, an extension of the term of the contract to December 31, 2085.

()] “Contract Extension Amendment Effective Date” shall mean the date
on which the Contract Extension Amendment becomes effective with regard to this
contract. The State shall provide a written notice to the Agency specifying the Contract
Extension Amendment Effective Date once the applicable conditions set out in the
Contract Extension Amendment have been met.

(m) “Contractor” shall mean any entity that has executed, or is an assignee
of, a contract of the type published in Department of Water Resources Bulletin No. 141,
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dated November 1965, with the State for a dependable supply of water made available
by the System, except such water as is made available by the facilities specified in
Section 12934(d)(6) of the Water Code, as such contracts have been amended from
time to time.

(n)  “Delta” shall mean the Sacramento-San Joaquin Delta as defined in
Section 12220 of the Water Code on the date of approval of the Burns-Porter Bond Act
by the voters of the State of California.

(o) “East Branch Aqueduct” shall mean that portion of the San Joaquin
Valley-Southern California Aqueduct specified in Section 12934(d)(2) of the Water Code
extending from the South Portal of the Tehachapi Tunnels to a terminus in the vicinity of
Perris, Riverside County.

(p) “Economic Useful Life” shall mean the period during which the State
expects to derive economic benefit from using an asset, as determined by the State.

(@) “Financial Information System” shall mean the system of record
designated by the State as the authoritative source for the recording of all financial data
values relating to the System.

(N “Financing Costs” shall mean the following:
(1)  principal of and interest on Revenue Bonds,

(2) debt service coverage required by the applicable bond resolution or
indenture in relation to such principal and interest,

(3) deposits to reserves required by the bond resolution or indenture in
relation to such Revenue Bonds, and

(4) premiums for insurance or other security obtained in relation to
such Revenue Bonds.

(s) “Incurred” shall mean the following with respect to the timing of a cost:

(1)  Capital Costs and operation, maintenance, and power costs
allocated irrespective of the amount of Project Water delivered to the Contractors
are “Incurred” when the expenditure for the good, service or other consideration
is recorded in the State’s financial information system, regardless of the date the
good, service or other consideration is provided; and

(2) operation, maintenance, and power costs allocated in an amount
which is dependent upon and varies with the amount of Project Water delivered
to the Contractors are “Incurred” when the good, service or other consideration is
provided, regardless of when the expenditure for the good, service or other

10
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consideration is recorded in the financial information system.

(9] “Initial Project Conservation Facilities” shall mean the following Project
Facilities specified in Section 12934(d) of the Water Code:

(1)  All those facilities specified in subparagraph (1) thereof.

(2) Those facilities specified in subparagraph (3) thereof to the extent
that they serve the purposes of water conservation in the Delta, water supply in
the Delta, and transfer of water across the Delta.

(3) Areservoir near Los Banos in Merced County as specified in
subparagraph (2) thereof.

(4) The reach of the San Joaquin Valley-Southern California Aqueduct
extending from the Delta to a reservoir near Los Banos in Merced County, to the
extent required for water conservation through conveyance of water diverted
from the Delta to offstream storage in such reservoir as determined by the State.

(5) Those facilities specified in subparagraph (5) thereof which are
incidental to the facilities included under (1), (2), (3), and (4) above.

(6) Those facilities specified in subparagraph (7) thereof which are
necessary and appurtenant to the facilities included under (1), (2), (3), (4), and
(5) above.

(u)  “Interruptible Water” shall mean Project Water available as determined
by the State that is not needed for fulfilling Contractors’ Annual Table A Amount
deliveries as set forth in their water delivery schedules fumished pursuant to Article 12
or for meeting project operational requirements, including storage goals for the current
or following years.

(v)  “Manufacturing Use” shall mean any use of water primarily in the
production of finished goods for market.

(w) “Maximum Annual Table A Amount” shall mean the maximum annual
amount set forth in Table A of this contract, and where the term “maximum annual
entitlement” appears elsewhere in this contract it shall mean “Maximum Annual Table A
Amount.”

(x)  “Minimum Project Yield” shall mean the dependable annual supply of
project water to be made available assuming completion of the initial project
conservation facilities and additional project conservation facilities. The project’s
capability of providing the Minimum Project Yield shall be determined by the State on
the basis of coordinated operations studies of initial project conservation facilities and
additional project conservation facilities, which studies shall be based upon factors

11
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including but not limited to:

(1) the estimated relative proportion of deliveries for agricultural use to
deliveries for municipal use assuming Maximum Annual Table A Amounts for all
Contractors and the characteristic distributions of demands for these two uses
throughout the year; and

(2) agreements now in effect or as hereafter amended or
supplemented between the State and the United States and others regarding the
division of utilization of waters of the Delta or streams tributary thereto.

(y) “Monterey Amendment” shall mean the substantially similar
amendments to Contractors’ Water Supply Contracts that included, among other
provisions, the addition of Articles 51 through 56.

(z) “Municipal Use” shall mean all those uses of water common to the
municipal water supply of a city, town, or other similar population group, including uses
for domestic purposes, uses for the purposes of commerce, trade or industry, and any
other use incidental thereto for any beneficial purpose.

(aa) “Nonproject Water” shall mean water made available for delivery to
Contractors that is not Project Water as defined in Article 1(ah).

(ab) “Project Facilities” shall mean those facilities of the System which will, in
whole or in part, serve the purposes of this contract by conserving water and making it
available for use in and above the Delta and for export from the Delta and from such
additional facilities as are defined in Article 1(a)(2), and by conveying water to the
Agency. Such Project Facilities shall consist specifically of “Project Conservation
Facilities” and “Project Transportation Facilities”, as hereinafter defined.

(ac) “Project Conservation Facilities” shall mean such Project Facilities as
are presently included, or as may be added in the future, under 1(a) and 1(t).

(ad) “Project Interest Rate” shall mean the following:

(1)  Prior to the Billing Transition Date, the weighted average
interest rate on bonds, advances, or loans listed in this section to the
extent the proceeds of any such bonds, advances, or loans are for
construction of the State Water Facilities defined in Section 12934(d) of
the Water Code, the additional project conservation facilities, and the
supplemental conservation facilities (except off-aqueduct power facilities;
water system facilities; advances for delivery structures, measuring
devices and excess capacity; and East Branch Enlargement Facilities).
The Project Interest Rate shall be calculated as a decimal fraction to five
places by dividing (i) the total interest cost required to be paid or credited
by the State during the life of the indebtedness or advance by (ii) the total

12
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of the products of the various principal amounts and the respective terms
in years of all such amounts. The bonds, advances, or loans used in
calculating the project interest rate shall be:

(A) General obligation bonds issued by the State under the
Bond Act, except that any premium received on the sale of these bonds
shall not be included in the calculation of the project interest rate,

(B) Revenue Bonds issued after May 1, 1969,

(C) Bonds issued by the State under any other authority granted
by the Legislature or the voters,

(D) Bonds issued by any agency, district, political subdivision,
public corporation, or nonprofit corporation of this State,

(E) Funds advanced by any Contractor without the actual
incurring of bonded debt therefore, for which the net interest cost and
terms shall be those which would have resulted if the Contractor had sold
bonds for the purpose of funding the advance, as determined by the State,

(F)  Funds borrowed from the General Fund or other funds in the
Treasury of the State of California, for which the total interest cost shall be
computed at the interest rate earned over the period of such borrowing by
moneys in the Surplus Money Investment Fund of such Treasury invested
in securities, and

(G) Any other financing capability available in the Treasury of the
State of California at whatever interest rate and other financing costs are
provided in the law authorizing such borrowing. However, the use of other
financing from the State Treasury is intended to involve only short term
borrowing at interest rates and other financing costs no greater than those
charged to other State agencies during the same period until such time as
the Department can sell bonds and reimburse the source of the short term
borrowing from the proceeds of the bond sale.

(2) On and after the Billing Transition Date, the Project Interest Rate
shall be four and six hundred and ten thousandths percent (4.610%) per annum.

(ae) “Project Repayment Period” shall mean that period of years
commencing on January 1, 1961, and extending until December 31, 2035.

(af) “Project Revenues” shall mean revenues derived from the service of

Project Water to Contractors and others, and from the sale or other disposal of electrical
energy generated in connection with operation of Project Facilities.

13
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(ag) “Project Transportation Facilities” shall mean the following Project
Facilities:

(1)  All those facilities specified in subparagraph (2) of Section 12934(d)
of the Water Code except: The reservoir near Los Banos in Merced County; the
reach of the San Joaquin Valley-Southern California Aqueduct extending from
the Delta to the reservoir near Los Banos in Merced County, to the extent
required for water conservation as determined by the State; the North Bay
Aqueduct extending to a terminal reservoir in Marin County; the South Bay
Aqueduct extending to terminal reservoirs in the Counties of Alameda and Santa
Clara; the Pacheco Pass Tunnel Aqueduct extending from a reservoir near Los
Banos in Merced County to a terminus in Pacheco Creek in Santa Clara County;
and the Coastal Aqueduct beginning on the San Joaquin Valley-Southern
California Aqueduct in the vicinity of Avenal, Kings County, and extending to a
terminus at the Santa Maria River.

(2) Facilities for the generation and transmission of electrical energy of
the following types:

(A) Hydroelectric generating and transmission facilities, whose
operation is dependent on the transportation of Project Water, or on
releases to channels downstream of Project Facilities defined under (1)
above. Such facilities shall be called “project aqueduct power recovery
plants”, and _

(B)  All other generating and associated transmission facilities,
except those dependent on water from Project Conservation Facilities, for
the generation of power. These facilities shall be called “off-aqueduct
power facilities” and shall consist of the State's interest in the Reid-
Gardner and any other generating and associated transmission facilities,
constructed or financed in whole or in part by the State, which are
economically competitive with alternative power supply sources as
determined by the State.

(3) Those facilities specified in subparagraph (7) of Section 12934(d) of
the Water Code which are necessary and appurtenant to the facilities included
under (1) and (2) above.

(ah) “Project Water” shall mean water made available for delivery to the
Contractors by the Project Conservation Facilities and the Project Transportation
Facilities included in the System.

(ai) *“Revenue Bonds” shall mean the following types of instruments payable

from the sources provided in the Central Valley Project Act: revenue bonds, notes,
refunding bonds, refunding notes, bond anticipation notes, certificates of indebtedness,

14
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and other evidences of indebtedness.

(aj) “Subject to Approval by the State” shall mean subject to the
determination and judgment of the State as to acceptability.

(ak) “Supplemental Conservation Facilities” shall mean those facilities
provided for in Section 12938 of the Water Code which will serve the purpose of
supplying water in addition to the Minimum Project Yield and for meeting local needs.

(al) “Supplemental Water” shall mean water made available by
Supplemental Conservation Facilities, in excess of the Minimum Project Yield.

(am) *“System” shall mean the State Water Resources Development System
as defined in Section 12931 of the Water Code.

(an) “System Revenue Account” shall mean the special account created
pursuant to Water Code Section 12937(b) into which are deposited all revenues derived
from the sale, delivery or use of water or power and all other income or revenue,
derived by the State, from the System, with the exception of revenue attributable to
facilities financed with revenue bonds issued pursuant to the Central Valley Project Act
(Water Code Section 11100 et seq.).

(ao) “Water Supply Contract” shall mean one of the contracts described in
the definition of Contractor in Article 1(m).

(ap) “Water System Facilities” shall mean the following facilities to the extent
that they are financed with Revenue Bonds or to the extent that other financing of such
facilities is reimbursed with proceeds from Water System Facility Revenue Bonds:

(1)  The North Bay Aqueduct,
(2) The Coastal Branch Aqueduct,

(3) Delta Facilities, including Suisun Marsh facilities, to serve the
purposes of water conservation in the Delta, water supply in the Delta, transfer of
water across the Delta, and mitigation of the environmental effects of Project
Facilities, and to the extent presently authorized as project purposes, recreation
and fish and wildlife enhancement,

(4) Local projects as defined in Article 1(a)(2) designed to develop no
more than 25,000 acre-feet of project yield from each project,

(6) Land acquisition prior to December 31, 1995, for the Kern Fan
Element of the Kern Water Bank,

15
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(6) Additional pumps at the Banks Delta Pumping Plant,

(7)  The transmission line from Midway to Wheeler Ridge Pumping
Plant,

(8) Repairs, additions, and betterments to Project Facilities,
(9) A Project Facilities corporation yard,
(10) A Project Facilities operation center, and

(11) Capital projects which are approved in writing by the State and
eighty (80) percent of the affected Contractors as “Water System Facilities”,
provided that the approving Contractors’ Table A amounts exceed eighty (80)
percent of the Table A amounts representing all affected Contractors and
provided further that “affected Contractors” for purposes of this subdivision
(11) shall mean those Contractors which would be obligated to pay a share of the
debt service on Revenue Bonds issued to finance such project.

(aq) “Water System Facility Revenue Bonds” shall mean Revenue Bonds
issued after January 1, 1987 for Water System Facilities identified in Article 1(ap).

(ar) “West Branch Aqueduct” shall mean that portion of the San Joaquin
Valley-Southern California Aqueduct specified in Section 12934(d)(2) of the Water Code
extending from the South Portal of the Tehachapi Tunnels to a terminus in the vicinity of
Newhall, Los Angeles County.

(as) “Year” shall mean the 12-month period from January 1 through
December 31, both dates inclusive.

(at) “Year of Initial Water Delivery” shall mean the year when Project Water
will first be available for delivery to a Contractor pursuant to its contract with the State.

16
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2. TERM OF CONTRACT.

This contract shall become effective on the date first above written and
shall remain in effect for the longer of the following:

1. December 31, 2085, or

2. The period ending with the latest maturity date of any bond issue used to
finance the construction costs of Project Facilities.

17
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DELTA WATER CHARGE

The payments to be made by each Contractor shall include an annual charge

designated as the Delta Water Charge, which shall be separately calculated and stated
for costs Incurred prior to the Billing Transition Date and costs Incurred on or after the
Billing Transition Date.

(a) Delta Water Charge for Costs Incurred Prior to the Billing Transition

Date. The provisions of this subdivision (a) shall apply only to costs Incurred prior to
the Billing Transition Date.

(1)  Recovery of Costs of Project Conservation Facilities. The Delta
Water Charge for costs Incurred prior to the Billing Transition Date, together with
the total revenues derived prior to the Billing Transition Date from the sale or
other disposal of electrical energy generated in connection with operation of
Project Conservation Facilities, shall return to the State during the Project
Repayment Period all costs of the Project Conservation Facilities Incurred prior
to the Billing Transition Date, including capital, operation, maintenance, power,
and replacement costs, which are allocated to the purpose of water conservation
in, above, and below the Delta pursuant to subdivisions (c)(1) through (c)(3) of
this article.

(2) Components of Charge. For each Contractor receiving Project
Water in any year through December 31, 1869, the Delta Water Charge shall be
the product of $3.50 and the Contractor's Annual Table A Amount for the
respective year. For each Contractor receiving Project Water in the year 1970,
the Delta Water Charge shall be the product of $6.65 and the Contractor’s
Annual Table A Amount for that year. The $6.65 rate for the year 1970 shall
consist of a capital component of $5.04 and a minimum operation, maintenance,
power and replacement component of $1.61. For each Contractor receiving
Project Water in the year 1971, the Delta Water Charge shall be the product of
$7.24 and the Contractor's Annual Table A Amount for that year. The $7.24 rate
for the year 1971 shall consist of a capital component of $5.44 and a minimum
operation, maintenance, power and replacement component of $1.80.

After December 31, 1971, the Delta Water Charge for costs Incurred prior
to the Billing Transition Date shall consist and be the sum of the following
components as these are computed in accordance with subdivisions (a)(3) and
(a)(4) of this article: a capital component; a minimum operation, maintenance,
power and replacement component; and a variable operation, maintenance,
power and replacement component.

(3) Charge Components Expressed as Rates. The Capital Cost, the

minimum operation, maintenance, power, and replacement, and the variable
operation, maintenance, power, and replacement components of the Delta Water
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Charge for costs Incurred prior to the Billing Transition Date, together with that
portion of the revenues derived prior to the Billing Transition Date from the sale
or other disposal of electrical energy generated in connection with operation of
Project Conservation Facilities which is allocated by the State to repayment of
the respective category of costs, shall return to the State during the Project
Repayment Period, respectively, the following categories of the costs allocated to
the purpose of water conservation in, above, and below the Delta pursuant to
subdivisions (c)(1) through (c)(3) of this article:

(A) Capital Costs;

(B) operation, maintenance, power, and replacement costs Incurred
irrespective of the amount of Project Water delivered to the Contractors;
and

(C) operation, maintenance, power, and replacement costs Incurred
in an amount which is dependent upon and varies with the amount of
Project Water delivered to the Contractors;

provided that each of the above categories of costs shall be inclusive of the
appropriate costs properly chargeable to the generation and transmission of
electrical energy in connection with operation of Project Conservation Facilities.
Each component of the Delta Water Charge for costs Incurred prior to the Billing
Transition Date shall be computed on the basis of a rate which, when charged
during the Project Repayment Period for each acre-foot of the sum of the yearly
totals of Annual Table A Amounts of all Contractors, will be sufficient, together
with that portion of the revenues derived prior to the Billing Transition Date from
the sale or other disposal of electrical energy generated in connection with
operation of Project Conservation Facilities which is allocated by the State to
repayment of the respective category of costs, to return to the State during the
Project Repayment Period all costs included in the respective category of costs
covered by that component. Each such rate shall be computed in accordance
with the following formula:

(c1—m)A+D) T+ (—n)A+ D)2+ + (cn—r)(A+ )"
es(1+)T+e;(1+D) 2+ +e,(1+0)™

Where:
i = The Project Interest Rate.
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The total costs included in the respective category of costs and Incurred
during the respective year of the Project Repayment Period (prior to the
Billing Transition Date).

That portion of the revenues derived from the sale or other disposal of
electrical energy allocated by the State to repayment of the costs included
in the respective category and Incurred during the respective year of the
Project Repayment Period (prior to the Billing Transition Date).

The respective year of the Project Repayment Period during which the
costs included in the respective category are Incurred, n being the last
year of the Project Repayment Period.

With respect to the Capital Cost and minimum operation, maintenance,
power, and replacement components, the total of Annual Table A
Amounts of all Contractors for the respective year of the Project
Repayment Period.

With respect to the variable operation, maintenance, power, and
replacement component, the total of the amounts of Project Water
delivered to all Contractors for the respective year of the expired portion of
the Project Repayment Period, together with the total of Annual Table A
Amounts of all Contractors for the respective year of the unexpired portion
of the Project Repayment Period.

The respective year of the Project Repayment Period in which the Annual
Table A Amounts or Project Water deliveries occur, n being the last year
the Project Repayment Period.

The number of years in the Project Repayment Period.

(4) Determination of Charge Components. The Capital Cost and

minimum operation, maintenance, power, and replacement components of the
Delta Water Charge for costs Incurred prior to the Billing Transition Date shall be
the product of the appropriate rate computed under subdivision (a)(3) of this
article and the Contractor's Annual Table A Amount for the respective year. The
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variable operation, maintenance, and power component of the charge shall be
the product of the appropriate rate computed under subdivision (a)(3) of this
article and the number of acre-feet of Project Water delivered to the Contractor
during the respective year; provided, that when Project Water has been
requested by a Contractor and delivery thereof has been commenced by the
State, and, through no fault of the State, such water is wasted as a result of
failure or refusal by the Contractor to accept delivery thereof, such variable
component during such period shall be the product of such rate per acre-foot and
the sum of the number of acre-feet of Project Water delivered to the Contractor
and the number of acre-feet wasted.

(8) Redetermination of Rates. The rates to be used in determining the
components of the Delta Water Charge pursuant to subdivision (a)(4) of this
article and to become effective on January 1, 1970, shall be computed by the
State in accordance with subdivision (a)(3) of this article prior to that date. Such
computation shall include an adjustment which shall account for the difference, if
any, between revenues received by the State under the Delta Water Charge prior
to January 1, 1970, and revenues which would have been received under the
charge prior to that date had it been computed and charged in accordance with
subdivisions (a)(3) and (4) of this article. Upon such computation, a document
establishing such rates shall be prepared by the State and attached to this
contract as an amendment of this article. The State shall recompute such rates
each year thereafter, and each such recomputation shall take account of and
reflect increases or decreases from year to year in projected costs, outstanding
reimbursable indebtedness of the State Incurred to construct the Project
Conservation Facilities described in subdivisions (c)(1) through (c)(3) of this
article, Annual Table A Amounts, deliveries of Project Water, Project Interest
Rate, revenues from the sale or other disposal of electrical energy, and all other
factors which are determinative of such rates. In addition, each such
recomputation shall include an adjustment of the rates for succeeding years
which shall account for the differences, if any, between projections of costs used
by the State in determining such rates for all preceding years, and actual costs
Incurred by the State during such years. Upon each such recomputation, an
appropriately revised copy of the document establishing such rates shall be
prepared by the State and attached to this contract as an amendment of this
article.

(6) Water System Facility Revenue Bond Charges. Notwithstanding
provisions of Article 22(a)(1) through (5), the capital and the minimum operation,
maintenance, power and replacement component of the Delta Water Charge for
costs Incurred prior to the Billing Transition Date shall include an annual charge
to recover the Agency’s share of the portion of the Water System Facility
Revenue Bond Financing Costs allocable to Project Conservation Facilities for
Capital Costs Incurred prior to the Billing Transition Date. Charges to the Agency
for these costs shall be calculated in accordance with Article 50(a).
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(b) Delta Water Charge for Costs Incurred On or After the Billing
Transition Date. The provisions of this subdivision (b) of this article shall apply only to
costs Incurred on or after the Billing Transition Date.

(1) Components of the Delta Water Charge for Costs Incurred On or After
the Billing Transition Date. The Delta Water Charge for costs Incurred on or after
the Billing Transition Date shall consist of the following components as these are
computed in accordance with subdivisions (b)(2) through (b)(4) of this article:

(A) Capital component,

(B) Minimum operation, maintenance, power, and replacement
component, and

(C) Variable operation, maintenance, and power component.

(2) Determination of Charge Components. These three components of
the Delta Water Charge for each calendar year, together with that portion of the
revenues derived during such calendar year from the sale or other disposal of
electrical energy generated in connection with operation of Project Conservation
Facilities which is allocated by the State to repayment of the respective category
of costs, shall return to the State during such calendar year the following
categories, respectively, of the costs allocated pursuant to subdivisions (c)(1)
through (c)(3) of this article to the purpose of water conservation in, above, and
below the Delta.

(A) the capital component consisting of Capital Costs of Project
Conservation Facilities to be recovered during such calendar year as and
to the extent provided in subdivision (b)(3) of this article,

(B) the minimum operation, maintenance, power, and
replacement component consisting of operation, maintenance, power,
replacement costs of Project Conservation Facilities Incurred during such
calendar year irrespective of the amount of Project Water delivered to the
Contractors, and

(C) the variable operation, maintenance, and power component

consisting of operation, maintenance, and power costs of Project
Conservation Facilities Incurred during such calendar year in an amount
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which is dependent upon and varies with the amount of Project Water
delivered to the Contractors;

provided that each of the above categories of costs shall be inclusive of the
appropriate costs properly chargeable to the generation and transmission of
electrical energy in connection with operation of Project Conservation Facilities;
and provided further that revenues generated in connection with the sale or other
disposal of electrical energy generated in connection