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STATE OF CALIFORNIA

DEPARTMENT OF WATER RESOURCES

CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND

FOR A WATER SUPPLY

THIS CONTRACT, made this —ceccmmrveeenee d3Y
Of ..+ o oeoosorerssessemeerrs PUFSUANE 20 the provisions of
the California Water Resources Development Bond
Act, the State Central Valley Project Act, and other
applicable laws of the State of California, between the
State of California, scting by and through its Depart-
ment of Water Resources, herein referred to as the
“Scate’’, and

a public agency in the State of California, duly or-
ganized, existing, and acting pursuant to the laws
thercof with its principal place of business in ...e—.... .
e e , California, herein refecred to as the
“Agency".

WITNESSETH, That:

WHEREAS, the State is authorized to construct and
operate facilities for the storage and conveyance of
water, certain of which facilities will make water avail-
able to the Agency; and

WHEREAS, funds will be provided under the Cali-
fornia Water Resources Development Bond Act for
the construction of said facilities; and

WHEREAS, the Agency is desirous of obtaining a
supply of water from the State;

NOW THEREFORE, it is mucually agreed as
follows:

A. INTRODUCTORY PROVISIONS

1. DEFINITIONS

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

" (a) Bond Act

“Bond Act” shall mean the California Water Re-
sources Development Bond Act, comprising Chapter
8 (commencing at Section 12930) of Part 6 of Division
6 of the Warer Code.

(b) System
“System" shall mean the State Water Resources De-

velopment System as defined in Secton 12931 of the
Water Code.

(c) Delta

“Delta” shall mean the Sacramento-San Joaquin
Delta as defined in Section 12220 of the Water Codc
on November 8, 1960.

(d) Contractor

“Contractor” shall mean any entity contracting with
the State for a dependable supply of water made avai'-
able by the System, except such water ss is made avail-
able by the facilities specified in Section 12934(d)(6)
of the Water Code,

(o) Project Facllities

“Project facilities” shall mean those facilities of the
System which will, in whole or in part, serve the pur-
poses of this contract by conserving water and mak-
ing it available for use in and above the Delta and for
export from the Delta, and by conveying water to the
Agency. Said project facilities shall consist specifically
of “project conservation facilities” and “project trans-
portation facilities”, as hereinafter defined.

(f) Project Conservation Facilities

“Project conservation facilities” shall mean such
project facilities as are presently included, or as may
be added in the future, under (g) and (h) below.



Art. 1

(g) Initial Project Conservation Facilities

“Initial project conservadon facilities” shall mean
the following project facilities specified in Section
12934(d) of the Warer 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 pur-
poses of water conservation in the Delta, water
supply in the Delta, and transfer of water across
the Delta,

(3) A reservoir 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 watér con-
servation through conveyance of warter di-
verted from the Delta to offstream storage in
said reservoir as determined by the State.

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

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

(h) Additional Project Conservation Facllities

“Additional project conservation facilities” shall
mean those project facilities provided for in Secrion
12938 of the Water Code which will serve the pur-
pose of preventing any reduction in the minimum
project yield, as hereinafter defined.

(i} Project Transportation Facilities '

“Project transportation facilities” shall mean those

project facilities: '

(1) Specificd in Water Code Section 12934(d)(2)
which are described in Table H of this con-
trace;

(2) Specified in Water Code Section 12934(d)(5)
which are incidental to the facilitics included
under (1) abcve;

(3) Specified in Water Code Section 12934(d)(7)
which are necessary and appurtenant to the fa-
cilides included under (1) and (2) above.

{j) Project Water

“Project water” shall mean water made available for
delivery to the contractors by project conservation fa-
cilities and the transportation facilities included in the
Systemn.

(k) Minimum Project Yield

“Minimum project yicld” shall mean the dependable
annual supply of projcct water to be made available,
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estimated to be 4,000,000 acre-fect per year, said
amount to be determined by the State on the basis
of coordinated operation studies of initial project con-
servation facilities and additional project conservation
facilities, which studies shall be based upon: _

(1) The estimated relative proportion of deliveries
for sgricultural use to deliveries for municipal
use for the year 1990, and the characteristic
distribudions of demands for these two uses
throughout the year.

(2) An allowable reduction in the agricultural use
portion of the minimum project yield, due to
drought, of not to exceed fifty percent (50%)
in any one year, nor a total of one hundred
percent (100%) of one year's supply in any
series of seven consecutive years.

(3) Agreements now in effect or as hereafter
amended or supplemented berween the State
and the United States and others regarding the
diversion or utilization of waters of the Delta
or streams tributary thereto.

(1) Annual Entitlement

«Annual entitlement” shall mean the amount of proj-
ect water to be made available to a contractor dur-
ing the respective year, at the delivery strucrures
provided for such contractor, under the terms of its
contract with the State.

(m) Meximum Annval Entitlement
“Maximum annua! entitlement” shall mean the max-
imum amount of project water to be made available

to a contractor in any one year, at the delivery struc-
tures provided for such contractor, under the terms

of its contract with the State. .

(n) Supplemental Conservation Facilities
“Supplemental conservation facilides” shall mean
those facilities provided for in Section 12938 of the
Water Code which will serve the purpose of supply-
ing water in addition to the minimum project yield,
and for meeting local needs. -

(o) Supplemental Water

“Supplemental water” shall mean water made avail-
able by supplemental conservation faciliries, in excess
of the minimum project yield.

(p) Year

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

(q) Year of initial Water Delivery

“Year of initial water delivery” shall mean the year
when project water will first be available for delivery
£0 4 CONtractor Pursuant to its contract with the State.



(r) Project Interest Rate

“Project interest rate” shall mean the weighted av-
erage of the interest rates paid by the State on bonds
issued under the Bond Act without regard to any
premiums received on the sale thereof. Undl bonds
are issued and sold under the Bond Act, the project
interest rate shall be four percent (4%) per snnum,
and after said bonds have been issued said rate shall
be computed as a decimal fraction to five places.

(s) Capital Costs

“Capital costs” shall mean all costs incurred subse-
quent 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 Bond
Act. including those so incurred prior to the beginning
of the project repayment period as hercin defined and

any accrucd 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, engincering studies, exploratory work, designs.
preparation of construction plans and specificadions,
acquisition of lands, easements and rights-of-way, re-
Jocation work, and essential administrative work in
conncction therewith, all as shown upon the official
records of the Dcpartment of Water Resources.

(1) Project Repayment Period

“Projcct repayment period” shall mean that period
of years commencing on January 1, 1961, and extend-
ing until all bonds securcd by the pledge of revenues
provided for by the Bond Act have been repaid.

(u) Municipal Use

“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 com-
merce, trade or industry, and any other use incidental
thereto for any beneficial purpose.

(v) Manuvfacturing Use

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

(w) Agricultural Use

“Agricultural use” shall mean any use of water pri-
marily in the production of plant crops or livestock
for market, including any use incidental thereto for
domestic or stock-watering purposes.

(x) Subject to Approval by the State

“Subject to approval by the State” shall mean subject
to the derermination and judgment of the State as to
acceptability,
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(y) Area of Origin Statutes

“Area of origin statutes” shall mean Secctions 10505
and 11460 through 11463 of the Water Code as noy
* existing or hereafter amended. §

.“

2. TERM OF CONTRACT

“This contract shall become effective on the date first
sbove wrirten and shall remain in effect throughout
the project repayment period, or for seventy-five (75)
years, whichever period is longer.. “1

3. VALUDATION . . . . .

Within one (1) year after the effective date of this
contract, the Agency shall submit this contract to 8
court of competent jurisdiction. fot determination of
irs validity by a procesding in mandamus or other
appropriate proceeding or“action, ‘which proceeding
or action shall be diligently prosecuted to final decree
or judgment. In the event that this contract is deter-
mined to be invalid by such final decree or judgment,
the State shall make all reasonable efforts to obeain
validating legislation at the next session of the Legis-
Jarure empowered to consider such legislation, and
within six (6) months after the close of such session,
if such legislation shall have been enacted, the Agency
shall submit this contract to a court of competent
jurisdiction for redetermination of its validicy by ap-
propriate proceeding or action, which proceeding or
action shall be diligently prosecuted to final decree
or judgment.

4. OPTION FOR CONTINUED SERVICE

By written notice to the State at least six (6) months
prior to the expiration of the term of this contract,
the Agency may elect to receive continued service
after expiration of said term under the following con-
ditions unless otherwise agreed to: .

(1) Service of water in annual amounts up to and
including the Agency’s maximum annual en-
titlement hereunder.

(2) Service of water at no greater cost to the
Agency than would have been the case had this
contract contnued in effect.

(3) Service of water under the same physical con-
didions of service, including time, place, amount
and rate of delivery, as are provided for here-
under.

(4) Retention of the same chemical quality objec-
tive provision as is set forth herein.

(5) Retention of the same options to utlize the
project transportation facilities as are provided
for in Articles 18(b) and 18(c). to the extent
such options are then applicable.

Other terms and conditions of the continued service
shall be reasonable and equitable and shall be murtualiy
agreed upon. In the event that said terms and condi-
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tons provide for concinued ser rice for a limiced num-
ber of years only, the Agenc; shall have the same
option to receive continued sesvice here provided for
upon the expiration of that and :ach succeeding period
of continued service. :

S. PLEDGE OF REVENUES

“This contract is entered intc for the direct benefic
of the holders and owners of all general obligation
bonds issued under the Bond Avt, and the income and
revenues derived from this contract are pledged to the
purposcs and in the priority set forth in that sct.

B. WATER SERVICE PROVISIONS
6. ANNUAL ENTITLEMENTS

() Year of Initial Water Delivery

The year of initial water delivery to the Agency is
presently estimated to be ........ To the extent
practicable, the Statc shall notify the Agency of any
change in this estimate.

(b} Agency’s Annual Entitlements to Water

Commencing with the year of initial water delivery
to the Agency, the State each year shall make available
for dclivery to the Agency the amounts of project
warcr designated in Table A of this contrace, which
amounts arc referred to in this contract as the
Agency's annuai entitlements.

(c) Obligation of State to Complete Facilities

Subject to the availabilicy of funds, the State shall
make all reasonable efforts consistent with sound fiscal
policics, reasonable construction schedules. and proper
operating procedures to complete the project facilides
nccessary for delivery of project water to the Agency
in'such manner and at such times that said delivery can
commence in or before the year specified in subdi-
vision (a) of cthis article, and continue in the amounrts
"designared in Table A of this contract.

7. CHANGES IN ANNUAL ENTITLEMENTS;
MAXIMUM ANNUAL ENTITLEMENT

(a) Changes in Annval Entitlements

The Agency may, at any time or times during the
term of this contract, by dmely written notice fur-
nished to the State, request that project water be made
available to it thereafter in annual amounts greater or
less than the annual entitlements designated in Table A
of this contract. Subject to approval by the State of
any such request, the State’s construction schedule
shall be adjusted to the extent necessary to satisfy the
request, and the requested increases or decreases in said
annual enticlements shall be incorporated in said Table
A by amendmen: thereof: Provided, That no such
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change shall be approved if in the judgment -of the
State it would impair the financial feasibilicy of the

project facilides.

~ (b) Maximum Annval Entitlement of Agency

The maximum amount of project water to be made
available to the Agency in any one year under this
contract shall be that specified in Table A of this con-
tract and in said cable designated as the Agency’s
“Maximum Annual Entitlement.” In no event shall
such maximum amount of project water to be made
available to the Agency be increased over this amjunt,
except as is otherwise provided in this contract.

8. OPTION TO INCREASE MAXIMUM i
ANNUAL ENTITLEMENT g

In the event that the maximum annual entitlements
under all contracts exccuted by the State on or before
December 31, 1963, do not aggregate the amount of
the minimum project yield as herein defined, the State
shall immediately riotify the Agency and all other con-
tractors, and the Agency may elect to become entitled
to the uncontracted for portion of the minimum proj-
ect yield in or up to an amount which bears the same
ratio to such uncontracted for portion as the Agency’s
maximum annual entitlement bears to the totual of
the maximum annual entitlements of all contractors as
of that date: Provided, That such option may be exer-
cised only to the extent that the water involved can be
put to beneficial usc within a reasonable period of
time. Such option shall become effective on the dacc
that the Agency receives said notice from the Starc
and shall remain in effect through September 30, 1964.
If the full amount of such uncontracted for portion of
the minimum project vield is not preempted by the
Agency under this option and by other contractors
through the cxercise of similar options on or before
September 30, 1964, the Agency may request that it
become entitled to any amount of such water not so
preempred. Such request shall be subject to approval
by the State and shall be considered in the light of
all similar requests from other contractors. The State
shall approve such request only to the extent that the
water involved can be put to beneficial use within 2
reasonable period of time. Upon the exercise of such
option or upon the approval of such request the
Agency's maximum snnual entitlement in Table A of
this contract shall be increased by the amount of the
additional enditiement thereby obtained by amendment
of that table, and the Agency shall become obligated
and hereby agrees to pay to the State a proportionate
share of the costs attributable to such increase in ac-
cordance with cost allocation principles and proce-
dures set forth in this contract. The service of and
payment for said increased entitlement shall in all re-
spects be subject to the terms and conditions -of this

contrace.



9. DELIVERY POINTS

Project water made available to the Agency pur-
suant to Article 6 shall be delivered to the Agency
by the State at the delivery structures established in
accordance with Article 10. >

10. DELIVERY STRUCTURES

(a) Determination of Size and Location of
Delivery Structures )

Project water made available to the Agency pur-
suant to this contract shall be delivered to the Agency
at such locations and times and through delivery struc-
tures of such capacities as are requested by the Agency
and approved by the Smte. -

(b) Agency Requests as fo Initial Delivery
Structures
Pursuant to subdivision (a) of this article, the
Agency shall furnish to the State on or before .- -
e , its written requests as to:

(1) The location of delivery structures for delivery
of project water to it.

(2) The time at which project water is first to be
delivered through cach such delivery strucrure.

(3) The maximum instantaneous flow capacity in
cubic feet per second to be provided in each
such dclivery structurc.

(4) The maximum amount of water in acre-feet to
be delivered in any one month through each
such delivery strucrurc.

(8) The toual combined maximum instantaneous
flow capacity in cubic fect per second to be
provided by all such delivery strucrures.

(6) The toral maximum amount of water in acre-
feet to he delivered in any onc month through
all such delivery structures.

{¢) Requests by Agency for Additional Delivery
Structures
From time to time the Agency may request delivery
structures in addition to those requested pursuart to
subdivision (b) of this ardcle.

(d) Agency to Advance Funds for Delivery
Structures

The Agency shall pay all of the costs of delivery
scructures for the delivery of project water to it, and
shall deposit with the State, prior 0 the commence-
ment of construction of any such delivery structure,
an amount of money estimated by the State to be suffi-
cient to cover the costs thereof.

11. MEASUREMENT OF WATER DELIVERED

(a) Measurement by State

The State shall measure all project water delivered
to the Agency and shall keep and maintain accurate
and complete records thereof. For this purpose, the
State shall install, operate. and maintain at all delivery
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structures for delivery of project water to the Agency
such measuring devices and equipment as are satisfac-
tory and acceptable to both parties. Said devices and
equipment shall be examined, tested, and serviced regu-
larly to insure their accuracy. At any time or tmes,
the Agency or any other contractor may inspect such
measuring devices and equipment, and the measure-
ments and records taken therefrom.

. (b) Agency to Advance Funds for M_f’fﬂg

Devices i E s '
The Agency shall pay all of the costs of scquiring
and installing the measuring devices and equipment
provided for in subdivision (a) of this article, and shall
deposit with the State, prior to such scquisidon and
installation, an amount of money estimated by the State
to be sufficient to cover such Costs. :

12. DELIVERY SCHEDULES

(a) Procedure for Determining Water Delivery
Schedule :

The amounts, times, and rates of delivery of project
water to the Agency during any year shall be in
accordance with a water delivery schedule for that
year, such schedule to be determined in the following
manner: . ]

(1) On or before October 1 of each year, the
' Agency shall submit in writing to the State 2

preliminary water delivery schedule, subject to
the provisions of this article and Articles 6(b).
7(b), 10and 17, indicating the amounts of water
desired by the Agency during each month of
the succeeding five (§) years.

(2) Upon receipt of a preliminary schedule the
State shall review it and, after consultation with
the Agency, shall make such modificadons in it
as arc mecessary to insure that the amounts.
times. and rates of delivery to the Agency will
be consistent with the State's overall delivery
ability, considering the then current delivery
schedules of all contractors. On or before Dc-
cember | of each year, the State shall determinc

. and furnish to the Agency the water delivery
schedule for the next succeeding year which
shall show the amounts of water to be delivercd
to the Agency during each month of that year.

(3) A water delivery schedule may be amended by
the Staze upon the Agency's written request.
Proposed amendments shall be submirred by the
Agency within a reasonable time before the
desired change is to become effective, and shall
be subject to review and modification by the
State in like manner as the schedule itself.

(b) Limit on Peak Deliverises of Water

In no event shall the State contract to deliver to
any contractor from the project transportation facili-
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tics downstream from Pumping Plane VI (Tehachapi
Pumping Plant) in any one month of any year a toral
amount of project water greater than eleven ne
(11%) of such contracror's annual entitlement for that
year; or to deliver to any contractor from the project
transporeation facilities upstream from said Pumping
Plant V1 in any one month of any year a toeal amount
of project water greater than the sum of eighteen per-
cent (18%) of that portion of such contractor’s annual
entitlement for that year to be put to sgricultural use,
as.detcrmined by the State, and eleven percent (11%)
of that portion of such contractor’s annual entitlement
for that year to be put to municipal use, as determined
by the Swte: Provided, That if the State delivers
project water o sny contractor through delivery
structurcs both downstream and upstream from said
Pumping Plant V1, the foregoing limitations shall be
based on an appropriatc, appordonment of such con-
tractor’s annual entitlement for the respective year to
the respective portions of such contractor’s service
area to which dclivery is made from the project trans-
portation facilities downstream from said Pumping
Plant VI and from the project transportation facilities
upstream therefrom: Provided further, That the per-
centages sct forth hereinabove may be revised for a
particulir contractor by amendment of this subdivision
after submission to the State of that contractor's re-
quests with respect to maximum monthly deliveries,
such revision being subject to approval by the Staze
and subject to advancement to the State by the con-
tractor of funds sufficient to cover any additional costs
of the project transportation facilities occasioned
thereby, the amount of such funds to be determined
pursuant to Article. 24(d).

(c) Limit on Rate of Delivery to Agency

In nn cvent shall the State he obligated to deliver
water to the Ageney through all delivery structures at
a total combined instantaneous rate of flow excecding

-+« .. Cubic feet per second, except as this rate of
flow may be revised by amendment of this article after
submission to the State of the Agency’s requests wich
respect to maximum flow capacities to be provided in
said delivery structures, pursuant to Article 10.

(d) Delivery of Water Not Delivered in
Accordance With Schedule

If in any year the Stare, as a result of causes be ond
its control, is unable to deliver any pordon of the
Agceney's annual entitlement for such year under Table
A of this contract as provided for in the delivery
schedule established for that year, the Agency may
clect to reccive the amount of water which otherwise
wounld have been delivered to it during such period
at other times during the vear or succeeding years, to
rie exeent that such water is then available and such
ceetion is consistent with the State’s overall delivery
ahility, considering the then current delivery schedules
of ali contracrors.

13. RESPONSIBILITIES FOR DELIVERY AND
DISTRIBUTION OF WATER

(@) State Not Liable for Operation Beyond
Balivery Structures .
Neither the State nor any of its officers, agents, or
employees shall be lisble for the control, carriage,
handling, use, disposal, or distribution of project water
supplied to the Agency after such water hss passed
the delivery structures established in sccordance with

-Ardcle 10; nor for claim of damage of any mature

whatsoever, including bur not limited to property
damage, personal injury or death, srising out of or
connected with the control, carriage, handling, use,
disposal or distribution of such water beyond said
delivery structures; and the Agency shall indemnify
and hold harmless the State and its officers, agents,

. and employecs from any such damages or claims of

damages,

(b) Agency Not Liable for Operation Upstream
From Delivery Structures

Necither the Agency nor any of its officers, agents,
or employees shall be lisble for the control, carriage,
handling, usc, disposal, or distribution of project water
before such water has passed the delivery structures
established in accordance with Article 10; nor for
claim of damage of any nature whatsoever, including
but not limited to property damage, personal injury
or death, arising out of or connected with the control,
carriage, handling, use, disposal, or distribution of such
water before it has passed said delivery structures.

14. CURTAILMENT OF DELIVERY FOR
* MAINTENANCE PURPOSES

{a) State May Curtail Deliveries

The State may temporarily discontinue or reduce
the delivery of project water to the Agency here-
under for the purposes of necessary investigation, in-

spection, maintenance, repair, or replacement of any

of the project facilities necessary for the delivcr}"uf
project water to the Agency. The State shall notify
the Agency as far in advance gs possible of any such
discontinuance or reduction. except in cases of emer-
gency, in which case notice need not be given.

(b} Agency May Receive Later Delivery of
Weter Not Deliversed

In the event of sny discontinuance or reduction of
delivery of project water pursuant to subdivision (a)
of this article, the Agency may elect to receive the
amount of water which otherwise would have been
delivered to it during such period under the water
delivery schedule for that vear at other times during
the year or succeeding years to the extent that such
water is then available and such election is consistent
with the State's overall delivery ability, considering
the then current delivery schedules of all contractors.



15. AREA SERVED BY AGENCY

(a) State Approval of Sale of Water by Agency
Outside Boundaries
Project water delivered to the Agency pursuant to
this contract shall not be sold or otherwise disposed
of by the Agency for use outside the Agency with-
out the prior written consent of the State.

(b) State Approval of Change in Boundaries or
Organization of Agency
Whilc this contract is in effect no change shall be
made in the Agency either by inclusion or exclusion

of lands, by partial or total consolidadon or merger -

with another district, by proceedings to dissolve, or
otherwise, except with the prior written consent of
the State or except by act of the Legislature.

{(¢) Map of Agency

The Agency shall provide the State with a map
satisfactory to the State indicating the major existing
dist1ibution facilitics and the boundarics of the Agency
at the time the contract is signed and supplementary
maps whenever 2 boundary change is made.

16. CONTINUITY AND DEPENDABILITY OF
WATER SUPPLY

(a) Limit on Total of all Maximum Annval
Entitlements
The Agency's maximum annual entitlement here-
under. together with the maximum annual entitlements
of all other contractors, shall aggregate no more than
the minimum project vield as defined herein and in no
event more than 4,000,000 acre-feet of project water.

(b) State to Perfect Water Rights
The State shall make all reasonable efforts to perfect

and protect water rights necessary for the System and

for the satisfaction of water supply commitments
under this contract.

(¢} State to Report on Ability to Meet Future
Water Demands

Commencing within two (2) years from the year of
initial project water delivery to the Agency, the State
shall submit to the agency at not more than five-year
intervals a report on the State’s ability to meet future
demands for project water and for supplemental water,
and on the State's plans for constructing additional
project conservation facilities and supplemental con-
servation facilities. Such reports shall include all est-
mates, projections, and other data which the State
deems relevant thereto.

(d) Construction of Additional and Supplemental
Conservation Facilities

Bond funds required to be expended for the con-

struction of additional facilities of the System under
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the provisions of Section 12938 of the Water Code
shall be expended only for construction of additional
project conservation facilities as defined herein, and
related, appurtenant facilities necessary and desirable
to meet local needs: Provided, That if st any tme
after 1985 the State finds that a part or all of such bond
funds are not then r gired for the above purpose,
and will not be so required within the next succeeding
ten (10) years, such bond funds may be used, to the
extent permitted in the Bond Act, to construct supple-
mental conservation facilities as defined herein.

(e) Furnishing of Supplemental Water

In planning and designing supplemental conservation
facilities the State shall give consideration to the re-
quirements and demands for supplemental water of the
Agency and others who have contracted for project
water. Entitlement’ to supplemental water shall be ob-
tained, and repayment therefor shall be arranged, in
contracts separate from contracts for project water.

17. CONSTRUCTION OF PROJECT FACILITIES

‘(a) Determination of Aqueduct Capacities

Subject to the rights of the Agency under subdivi-
sion (b) of this artcle and the other provisions of this

. contract, the State shall provide in each aqueduct reach

of the project transportation facilities such maximum
monthly delivery capability for the transport and de-
livery of project water to the Agency as, in the judg-
ment of the State, will best serve the interests of the
Agency and all other contractors enticled to delivery
of project water from of through said facilities: Pro-
wvided, That within three (3) months after the effecdve
date of this contract the Agency shall furnish to the
Srate a written request specifying such maximum
monthly delivery capabilities, and the State shall give
full consideration to such request in planning and de-
signing said facilities.

(b) Criteria for Determining Capacity of Transpor-

tation Facilities .

Subject to Article 45, the State shall design and con-
struct the project transportation facilities so as o pro-
vide in each reach thereof, including reservoirs, the
capacity necessary to enable delivery of project water
in each year to the Agency and to other contractors
in the maximum monthly amounts and at the locations.
times, and maximum rates specified or provided for in
their respective contracts for such year, and shall in-
clude in each such reach such capacity as i cconomi-
cally justified in the judgment of the Srtate to com-
pensate for scheduled outages for purposecs of neces-
sary investigation, inspection, maintenance, repair of
replacement of project facilities, and for losses of water
due to evaporation, leakage, sccpage. or other causcy’
Prozided, That regulatory storage reservoirs included
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in the project transporeation facilities may be utilized
in conjunction with conveyance cspacity provided in
said facilities for delivery to the Agency of the fore-
going monthly amounts.

(c) inspection of Project Plans and Specifications

" The Agency shall have a reasonsble opporrunity
inspect and study the State’s plans and specificstions
for all project facilities and may make comments and
recommendstions thereon to the State. Such privilege
shall also extend to any plans and specifications in con-
ncction ‘with the use by the Seate, in conjunction with
the project facilides, of faciliies owned by an entrty
other than the Seate. The State shall not enter into any
such a ent which would impair the State's ability
to per’orm fully its obligations under this contract.

(d) Restriction en Bond Sales

No bonds shall be sold nor funds expended under
the autharity of the Bond Act for the construction of
any aqueduct or appurtenance thercro included in the
System -unless and until contracts are executed which
will insurc the recovery by the State of at least sev-
enty-five pereent (75%) of those capital costs of the
particular aqueduct and any appurtenances therero
which shall be reimbursable by the contractors as de-
termined by the State; nor shall any bonds be sold or
funds expended under the authority of the Bond Act
for the construction of any project conservation facil-
ity or supplemental conservation facility, unless and
until contracts are exccuted which, together with esti-
mated revenues from the sale or other disposal of elec-
trical encryy gencrated in connection with operation
of project conscrvation facilitics and supplemental con-
servation facilities, will insure the recoverv by the
State of at least seventy-five percent (759 ) of those
capital costs of the particular facility which shall be
reimbursable by the contractors as determined by the
State: Provided, That the foregoing limitations shall
not apply with respect to: (1) surveys, engineering
studics, exploratory work, designs, preparation of con-
struction plans and specifications, acquisition of lands,
cascments and rights of way, relocation work, and
essential administrative work in connection therewith;
(2) construction for which appropriations had been
made prior to a}pprnval of the Bond Act by the voters
of the Strte of California; and (3) construction of
facilities pursuant to an agreement between the State
and the United States.

(e) Failure to Complete Facilities

In the event that the State fails or is unable to com-
plete cunstruction of any portion or portions of the
project transportation facilities necessary to deliver
water to the Agency as provided in this contract, and
gives the Agency written notice thereof, or by reason
of such failure or inability construction of said facili-
ties has ceased for a period of two and one-half (2%)
years, the Agency, if it be not then in default and

without exclusion of such other rights as it may have
under this contract, may exercise the following options:

(1) “The Agency may provide funds to the Smte in
such amounts and at such times as msy be nec-
‘essary to enable the Scate to complete construc-
tion of such incompleted portion or portions of
the project transportation facilities to the extent -
necessary for the transport and delivery of
water to the Agency as provided for in this
contract: Provided, That the State shall be and
remain the owner of such project transporta-
tion facilitics or port ons thereof constructed in
whole or in part wich funds provided by the
Agency, and shall be and remain obligated to
operate, maintain, repair and replace such facili-
ties to the full extent contemplated in this con-
wrict: Provided further, That the amount of
any funds so provided by the Agency shall be
credited by the Scate against the Agency’s pay-
mene- obligation under the capital cost com-
ponent of the Transportation Charge, but the
Agency shall be and remain obligated to pay its
share of any capital costs of the above-described
facilities not paid for with such funds, together
with its proportionate share of the operation,
maintenance, power and replacement costs of
such facilities. :

(2) The Agency may at its own expense, and on 2
joint venture basis if such an arrangement is
made with other concractors having similar
options, connect to the project transportation
facilities constructed by the State for the pur-
pose of receiving project water to which it is
entitled under this contract. In such event and
notwithstanding any other provisions of this
contract, the structurcs for delivery of project
water to thc Agency pursuant hereto shall
thereafter be dcemed to be located at such point
of connection. Specific arrangements for acquir-
ing. constructing, operating, maintaining and
replacing the Agency'’'s facilities at the point of
connection thereof with the State’s facilities
shall be in accordance with terms and condi-
tions mutually agreed upon by the parties:
Provided, That the State shall be and remain the
owner of all facilities constructed by it to said
point of connection, and the Agency shall be
and remain obligated to pay its proportionate
share of the costs thereof.

18. SHORTAGE IN WATER SUPPLY

(a) Yemporary Shortages; Delivery Priorities

In any year in which there may occur a shoruage
due to drought or other temporary cause in the supply
of project water available for delivery to the contrac-
tors, with the resulc that such supply is less than the
total of the annual enditlements of all contractors for
that year, the State shall, before reducing deliveries



of project water to all contractors, reduce the delivery
of project water to each contractor using such water

for agricultural purposes by a percentage, not to ex-

cced fifty percent (50%) in any onc year OF a total
of one hundred percent (100%) in any series of seven
consecutive years, of that portion of the congractor’s
annual enticlement for the respective year which is to
be put to agricultural use as determined by the State:
Provided, That such percentage shall be the same for
all such contractors. The maximum total reduction in
deliverics allowable under the above provision shall be
made before any reduction is made in project water
deliverics for other uscs. Any necessary reduction in
deliveries of project water beyond said maximum total
reduction allowable under the foregoing provision shall

.

be spportioned among all contractors irrespective of
the uses to which such water is to be put. In such
event, the State shall reduce deliveries to each con-
eractor in an amount which bears the same proportion
to the total amount of such necessary further reduction
thar the contractor’s annual entitlement bears to the
total of the annual enritlements of all contractors for
that year, all as determined by the State: Provided,
That the Statc may apporton on some other basis if
such is required to meet minimum demands for do-
mestic supply, fire protection, or sanitaton during the
year. The foregoing provisions of this subdivision shall
be inoperative to the extent that a contractor’s annual
entitlement for the respective year reflects established
rights under the arez of origin starutes precluding a

reduction in deliveries to such contractor.

(b} Permanent Shortage; Reduction of
Entitlements

In the event that the State is unable to construct .

sufficient additional conservation facilities to prevent
a reduction in the minimum project vield, or if for
any other reason there is 2 reduction in the minimum
project yield, which. notwithstanding preventve or
remedial measures taken or to be taken by the State,
threatens a permanent shortage in the supply of project
water to be made available to the contractors:

(1) The annual entidements and the maximum an-
nual entitlements of all contractors, except 1o
the extent such entitlements may reflect estab-
lished rights under the area of origin statutes,
shall, by amendment of Table A of this con-
tract, be reduced proportionately by the State
to the extent necessary so that the sum of the
revised maximum annual entitlements of all con-
tracrors will then equal such reduced minimum
project yield: Provided, That appropriate ad-
justment in the contractors' respective financial
obligations to the State under the Transporta-
tion Chzrge shall be made in accordance with
such reduccd enttlements if such reductions
have not been strictly proportionate throughout.

(2 The Agency, at its option, shall have the right
to usc any of the project transportation facilities
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which by reason of such reduction in the mini-
mum project yield are not required for delivery
of project water to the Agency, to transport
water pr by it from any other source:
Provided, That such use ghall be within the
limits of the capacities provided in the project
transportation facilides for  pervice to the
- Agency under this contract: Provided further,
That except to the extent ‘such limizadon in
Section 12931 of the Water Code be changed,
the Agency shall not use the project transpor-
wtion faciliies under this option 0 transport
water the right to which was secured by the
Agency through eminent domain unless such
use be approved by the Legislature by concur-
rent resolution with a majority. of the members
elected to each house voting in favor thercof.

(¢c) Permanent shortage; Contracts for
Areas-of-Origin _

In the event that the State, because of the establish-
ment by a p:u-a:of a prior right to water under the
provisions of tions 11460 through 11463 of the
Water Code, enters into a contract with such party
for a dependable supply of project warer, which con-
gract will cause a permanent shoruge in the supply
of project water to be made available to the Agency
hereunder:

(1) The State shall: (i) equitably redistribute the
costs of all transportation facilities included in
the System among all contractors for project
water, taking into account the diminution of
the supply to the Agency and other prior con-
tractors and the payments theretofore made by
the Agency and other prior contractors in ac-
cordance with the terms of their contracts, and
(ii) revise the Agency’s annual entitlements and
maximum annual entitlement, by amendment of
Table A of this contract, t0 correspond to the
reduced supply of project water 0 be made
available to the Agency: Provided, That such
redistribution of costs of eransportation facilities
shall not be made until there has been reasonable
opportunity for the Agency t0 exercise the
option provided for in (2) below, and for other
prior contractors €0 exercise similar options.

(2) The Agency, at its option, shall have the right
to use any of the project transportation facilities
which by reason of such permanent shortage in
the supply of project water to be made avail-
able to the Agency are not required for deliv-
ery of project water to the Agency, to trans-
port 'water procured by it from any other
source: Provided, That such use shall be within
the limits of the capacities provided in the
project transportation facilities for service to
the Agency under this contract: Provided fur-
ther, That, except to the extent such limitaton
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in Sccrion 12931 of the Water Code be changed,
the Agency shall not ¢ se the project transpor-
tation facilities under chis option to transport
water the right to wivich was secured by the

Agency through emin.nt domain unless such

"use be approved by th. Legislature by concur-
‘rent resolution with a tajority of the members
~¢lected to each house voting in favor thereof.

-+ This option shall terminate upon a redistribu-
tion of costs of eransportation facilities by the
“State pursuant to (1) sbove. In the event tha
- this option is éxercised, the State shall take such
fact into account in making such redistribution
of costs, and shall offset such use as is made of
thc project transportation facilides pursuant
thereto aguinst any reduction in the Agency’s
payment obligation hereunder resuldng from
such redistribution of costs.

{d) Reinstatement of Entitlements

If aftcr any revision of annual entitlements and
maximum annual entitlements pursuant to subdivisions
(b) or (¢) of this article, circumstances arise which,
in the judgment of the State, justify a revision upward
of the same, the Stare shall, with the consent of the
affected contractor, reinstate proportionately the pre-
viously reduced entitlements of such contractor to the
extent deemed justified, and shall equitably redistrib-
ute the costs of the project transportation facilities if
incquities would otherwise occur as a result of such
reinstatement of entitlements.

{e) Advance Notice of Delivery Reductions

The Srate shall give the Agency written notice as
far in advance as possible of any reduction in deliveries
to it under subdivision (a) of this article and, to the
exrent possible, shall give the Agency written notice
five (5) vears in advance of any reduction in its annual
entitloments and maximum annual entitlement under
subdivisions (b) or (c) of this arricle. Reports sub-
mirted to the Agency pursuant to Article 16 (c) may
constitute such notices,

(f) No Liability for Shortages

Neither the State nor any of its officers, agents, or
employeces shall be liable for any damage, direct or
indirecr, arising from shortages in the amount of water
to be made available for delivery to the Agency under
this contract caused by drought, operation of area of
origin statutes, or any other cause beyond its control.

19. WATER QUALITY

(o) Table of Water Quality Objectives

It shall be the objcctive of the State and the State
shal! take all reasonable measures to make available, at
all delivery srructures for delivery of project water

10

to the Agency, project water of such quality that the
following constituents do not exceed the concentra-
tions stated ss follows:

Average

for any ]
Montbly 10-yeer A
Average Period Adapivseon

— ppm. N
Hexavalent Chromium. ppm. -
Arsenic -

e s PP - 008
Iron snd Manganese o
together ppm. = = 0.3
Magnasium .. ....... ppm. - 12§
Copper ——.. Ppm. pul - 30
Zine ... o w... PpPM. . . 15
Phenol - ppm. == 0.001

(b) Records ef Water Quelity

The State shall regularly take samples of water at
each delivery structure for delivery of project water
to the Agency, and shall make chemical and physical
analyses and tests of such samples. The State shall keep
accurate and complete records of all such analyses and
tests, which records shall be available for inspection

~ by the Agency at any time or times.

{e) No Liability for Failure to Meet Quality
Objectives

If through no negligence of the State or its officers,
agents, or employees, the State is unable to attain the
quality objectives set forth in subdivision (a) of this
arucle, neither the State nor any of its officers, agents,
or employees shall be liable in any manner whatsoever
for such deviation from said quality objectives.

20. SUSPENSION OF SERVICE UPON DEFAULT

In the event of any defauit by the Agency in the
payment of any money required to be paid to the
State hereunder, the State may, upon not less than six
months’ notice to the Agency, suspend deliveries of
water under this contract for so long as such default
continues: Provided, That during such period the
Agency shall remain obligated to make all payments
required under this contract. Action taken pursuant
to this article shall not deprive the State of or limit
any remedy provided by this contract or by law for
the recovery of money duc or which may become due
under this contract.

21. SALE OF SURPLUS WATER

If during any vear the supply of project water, after
appropriate allowance for holdover storage, exceeds
the total of annual entitlements of all contractors for
that year, the State shall offer to sell and deliver such



surplus water for periods expiring not later than the
end of such year, without right of rencwal, and in 2
manner and at prices which will rerurn to the State
the largest net revenues practicable, and ot the mini-
mum, revenues equal to the variable operation, main-
tenance and power costs incurred in such service of
surplus water: Provided, That such service of surplus
water shall not interfere with the delivery of their re-
spective annual entitlement to those contractors which
"do not receive surplus water in such year: Provided
further, That not until a contractor either pays or in-
curs a payment obligation for its annual entitlement in
accordance with the payment provisions of its con-
tract, shall surplus water be sold to such contractor at
prices less than those which would result under the ap-
plication of the payment provisions of its contract:
Provided further, That if, in the judgment of the
State, the annual entitlement of a contractor desiring
to purchase surplus water is unrealistically low for the
year in which such purchase is to be made, the State
shall, for the purposc of pricing such water in accord-
ance with the second proviso above, consider such an-
nual entitlement to be an increased amount determined
by the State to accurately correspond to such con-
tractor's actual requirements for project water in that
year. All net revenucs from the service of surplus
water shall be applied in such manner that sil con-
tractors which contribute to the payment of the costs
of any System facilities by which surplus warer was
conserved and transported in connection with such
service will receive credit for a share of such net reve-
nucs in the proportion that each such contractor con-
eributes to payment of such costs. The service of
surplus water shall, in every case, be subject to the
paramount right and obligation of the State to discon-
tinue the same, in whole or in part, when required for
service of project water to contractors.

C. PAYMENT PROVISIONS
22. DELTA WATER CHARGE

(o) Poyment of Reimbursable Costs of Project
Conservation Facilities _

The payments to be made by each contractor for
project water shall include an annual charge desig-
nated as the Delta Water Charge. This charge, to-
gether with the total revenues derived during the
projcet repayment period from the sale or other dis-
posal of clecrrical energy generated in connection
with operation of project conservation facilities, shall
return ro the State during the project repayment pe-
riod all costs of the project conservation facilities
including capiral. opcration, maintenance, power, and
replacement costs, which are allocated to the purpose
of warer conservation in, above, and below the Delea
pursuant to subdivisien (¢) of this article during the
profect rep i pient period. \Vherever reference s
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made, in connection with the computation or deter-
mination of the Delta Water Charge, to the costs of
any facility or facilicies included in the System, such
reference shall be only to those costs of such facility
or facilities which are reimbursable by the contrac-
tors as derermined by the State.

(b) Delta Water Rate Until 1970; Components
of Rote Thereafter
For each contractor receiving ‘project water in any
year through December 31, 1969, the Delta Water

* Charge shall be the product of $3.50 and the con-

eractor's annual entitlement to project water for the
respective vear. After that date, the Delta Water
Charge shall consist and be the sum of the following
components as. these are computed in sccordance
with subdivisions (c) and (d) of this article: a capi-
&1 cost component; @ minimum operation, mainte-
nance, power, and replacement component; and a
variable operaton, maintenance, power and replace-
ment component.

(e) Computation of the Compeonents of the
Delta Water Rate

The capital cost, the minimum operation, mainte-
nance, power, and replacement. and the variable oper-
ation, maintenance, power, and replacement compon-
ents of the Dclta Water Charge, together with that
portion of the revenues derived during the project
repayment period from the sale or other d-;sposal of
electrical energy generated in connection with opera-
tion of project conservaton facilities which is allo-
cated by the State to repayment of the respective
category of costs, shall reun 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 subdivision (e) of this article: (1) capital
costs: (2) operation, maintenance, power, and re-
placement costs incurred irrespective of the amount
of project water delivered to the contractors; and
(3) 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 a?pmpri-
ate costs properly chargeable to the generation and
cransmission of electrical energy in connection with

- operation of project conservation facilities. Each com-

ponent of the Delta Water Charge 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 torals of annual entitlements of
all contractors, will be sufficient, together with that
portion of the revenucs derived during the proicct
repayment period from the sale or other d}spos:tl of
electrical energy generated in connection with opera-
tion of project conservation facilities which is allo-
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cated 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 com-
poncnt. Each such rate shall be computed in accord-
ance with the following formula: _ ‘

(v =) (1 4+ )+ (62 =) (A + )P ...+ (& - 1) (1 + )™ -

‘l(l + i)-l + 33(1 + ‘)-‘ + . u . + ‘u(l + ’:)-.

Where: "> ‘ o=

_ #="The project interest rarc.

« 62="The wesl coms included in the respective eategory

-

Landm .

appeening
below

of coss for the respective year of the project sepsyment petiod.

7 = That portion of the revenues derived from the sale or other disposal of electrical energy sllocsted by the State ro
sepayment of the cosss included in the respective capegory i

for vhe respective year of the project repsyment period.

candr = The respective year of the project repayment period for which cosus are included in the respective category, ® being

the last year of die project repayment period.

* e=With respect 1o the capical cost and minimum operation, maintenance, power, snd replacement components, the toral
of annual entitlements to project water of all contractors for the respective year of the project repayment pesiod.

¢ = With respect to the varisblc operation, maintenance, power, and replacement component, the tatal of the amounts of
projcct water delivered to all contractors for the respective year of the expired portion of the project repiyment

period, together with the total of annual entitlements to project water of 2ll contractors for the respective year of
the unupl.m_i portion of the project repayment period.

1.2,and n
appcaring

below e - = The respective year of the project repayment period in which the annual entitlements or project water deliveries
occur, n being the last year of the project repayment period.

7 used
=an

exponent = The number of years in the project repayment period.

(d) Application of Component Rates

The capital cost and minimum operation, mainte-
nance, power, and replacement components of the
Delta Water Charge shall be the product of the ap-
propriatc rate computed under subdivision (¢) of this
article, and the contractor’s annual entitlenent to
project water for the respective year. The variable
operation, maintenance, power, and replacement com-
ponent of the charge shall be the product of the ap-
propriate rate computed under subdivision (c) of this
article and the number of acre-feer 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 com-
menced by the State, and, through no fauit of the
Suate, such water is wasted as a result of failure or
refusal by the contractor to accept d:livery thereof,
said variable component during such period shall be
the product of said rate per acre-foor and the sum of
the number of acre-feet of project water delivered to
the contractor and the number of acre-feet wasted.

(e) Allocations to Project Purposes

_ Prior to the time that additional project conserva-
tion facilitics or supplemental conservation facilities
arc constructed, the Delta Water Charge shall be de-

teomined on the basis of an allocation to project
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purposes, by the separable cost-remaining benefits
method, of all projected costs of all those initial proj-
ect conservation facilities located in and above the
Delta, and upon an allocation to the purposes of water
conservation and water transportation, by the propor-
tionate use of facilities method, of all projected costs
of the following project facilities located below the
Delta: The aqueduct intake facilities at' the Delta,
Pumping Plant I (Deita Pumping Plant), the aqueduct
from the Délta to San Luis Forebay, San Luis Forebay,
and San Luis Reservoir: Provided, That all of the
projected costs properly chargeable to the generation
and transmission of electrical energy in connection
with operation of project conservation facilities shall
be allocared to the purpose of water conservation in,
above, and below the Delta: Provided further, That
allocations to p the costs of which sre to be
paid by the United States shall be ss determined by
the United States. Commencing in the year in which
the State first incurs capital costs for construction of
additional project conservation facilities, the Delta’
Water Charge shall be determined on the basis of the
foregoing allocations and upon an allocation to project
purposes, by the separable costs-remaining benefits
method and subject to the foregoing provisos, of all
projected costs of such additional project conservation

facilicies,



(f) Yearly Recomputation of Rates After 1970

The rates to be used in determining the components
of the Delta Water Charge pursuant to subdivision (d)
of this article and to become effecdve on January l,
1970, shall be computed by the State in accordance
with subdivision (c) of this arricle prior to that date.
Such computation shall include an adjustment which
shall sccount for the difference, if any, between
revenues received by the State under the Delea 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 accord-
ance with subdivisions (c) and (d) of this article.
Upon such computation, 3 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 shd
reflect increases or decreases from year to year in
projected costs, outstanding reimbursable indebtedness
of the State incurred to construct the project conser-
vation facilities described in subdivision (e) of this
article, annual entitlements, 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, berween projections of
costs used by the State in determining said rates for
all preceding years, and actual costs incurred by the
State during such years. Upon each such recomputa-
tion, an appropriately revised copy of the document
establishing such rates shall be prepared by the Staze
and attached to this contract as an amendment of this
arucle.

(g} Supplemental Conservation Facilities

Upon the construction of supplemental conserva-
tion facilities. the Delta Water Charge shall be paid by
all contractors for supplemental water, as well as by
contractors for project water, and, together with
revenues derived from the sale or other disposal of
electrical energy generated in connection with opera-
tion of project conservation facilities and supplemental
conservation facilities, shall return to the State, in ad-
dition to thasc costs of the project conservation facili-
ties allocated to the purpose of water conservation in,
above. ant! below the Delta pursuant 0 subdivision (¢)
of this article, all costs of such supplemental conser-
vation facilities, including capital, operation. mainte-
nance, power, and replacement COStS, which are al-
Jocated to the purpose of water conservation in, above,
and below tire Delta pursuant hereto. Commencing in
the year in which the Statc first incurs capital costs for
construction of supplemental conservation facilities, the
Delta Water Charge shall be determined on the basis
of tive aliocations made pursuant to subdivision (¢) of
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this article, and upon an allocation to project ;
by the separable costs-remaining benefits ‘method and
subject to provisos corresponding to those contained
in said subdivision (e), of all projected costs of such
supplemental conservation facilities. Commencing in
the same year, the computation of the rates to be used
in determining the components of the Delra Water
Charge shall include the annual entitlements to water
under all contracts for supplemental water. If the re-
payment period of any bonds sold to construct sup-
plemental conservation facilities extends beyond the
project repayment period, the Dela Water Charge
shall be determined and redetermined on the basis of
such extended repayment period as the State deter-
mines to be appropriate. il

23. TRANSPORTATION CHARGE

The payments to be made by each contractor en-
titled to delivery of project water from the project
transportation facilities shall include an annual charge
under the designation Transportation Charge. This
charge shall rerurn to the State during the project re-
payment period those costs of all project transporta-
tion facilities necessary to deliver project water to the
contractor including capical, operation, maintcnance,
power, and replacement COSTS, which are allocated to
the contractor during the project repayment period in
accordance with the cost allocation principles and pro-
cedures hercin after set forth. Wherever reference is
made, in connection with the computation, determina-
tion, or paymenr of the Transportation Charge, to the
costs of any facility or facilities included in the Sys-
tem. such reference shall be only to those costs of such
facility or facilitics which are reimbursable by the con-
tractors as determined by the Scate. The Transporta-
tion Charge shall consist of 2 capital cost component;
a minimum operation, maintenance, power, and re-
placement component; and a variable operation, main-
tenance, power, and replacement component, as thesc
components arc defined in and determined under Ar-
ticles 24, 25, and 26. respectively. For the purpose of
allocations of costs pursuant to said articles, the project
transportation facilities shall be segregated into such
aqueduct reaches as are determincd by the State to be
necessary for such allocations of costs. Subject to such
modifications as are determined by the State to be
required by reason of any request furnished by the
Agency to the State pursuant to Article 17(a) of this
contract, or by reason of contracts entered into by
the Stare with other contractors, the aqueduct reaches
of the project transportation facilities are established
as st forth in Table 1 of this contract: Provided, That
those costs of the aqueduct reaches from the Delta
through the outlet of San Luis Reservoir which arc
allocated to the purpose of water conservation in.
above, and below the Dela for the purposc of deter-
mining the Delta Water Charge, as hereinbefore sct
forth. shall mot be included in the Transportation

Charge.
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24. TRANSPORTATION CHARGE-CAPITAL
COST COMPONENT

{a) Method of Computeation

The capital cost component of the Transportation
Clu_me shall be sufficicnt to return to the State those
capital costs of the project transportation facilities nec-
essary to deliver water to the contractor which are

allucated to the contractor pursuant to subdivision (b).

of this article. The amount of this component shall be
determined in two steps as follows: (1) an allocation
of capital ensts to the contractor, and (2) a computa-
tion of annual payment of such allocated capital costs
and interest thereon, computed at the project interest

ratc aml compounded annually, to be made by the
contractor.

(b} Allocation of Copital Costs Among
Contractors

. In the firse step, the total amount of capital costs of
each aqueduct reach to be rcrurned to the State shall
he allocated among all contractors entitled to delivery
of project water from or through the reach by the
proportionate usc of facilitics method of cost alloca-
tion and in accordance with (1) and (2) below. The
measure of the proportionate usc of each contractor of
cach reach shall be the average of the following two
ratios: (i) the ratio of the contracror's maximum an-
nual encitlement to be delivered from or through the
reach to the total of the maximum annual entitlements
. of all contractors to be delivered from or through the
reach; and (ii) the ratio of the capacity provided in
the reach for the transport and delivery of project
water to the contractor to the total capacity provided
in the reach for the transport and delivery of project
water to all contractors served from or through the
reach. Allocations of capital costs to the Agency pur-
suant hereto shall be on the basis of relevant values
which will be set forth in Table B of this contract by
the State as soon as designs and cost cstimates are pre-
parcd hy it subsequent to reccipt of requests from the
Agency as to the maximum monthly delivery capa-
bility to be provided in each aqueduct reach of the
projcct transportation facilities for the transport. and
delivery of project water to the Agency, pursuant
to Article 17(a): Provided, That these values shall be
subject to redetermination by the State in accordance
with Article 28: Provided further, That the principles
and proccdures set forth in this subdivision shall be
controlling as to allocations of capital costs to the
Agency.
(1) The total amount of capital costs allocated to
a contractor shall be the sum of the products
obtained when there is multiplied, for each
aqueduct reach nccessary to deliver water to
the contractor, the total amount of the capital
costs of the reach to be returned to the State
under the Transportation Charge by the average
of the two forcgeing ratios for such reach as
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said average is ser forth in the appropriate table
included in its contract. P

(2) In the event that excess capacity is provided in

any aqueduct reach for the purpose of making
project water available in che furure to an
agency or agencies with which the Scate has
not executed contracts at the time of any allo-
cation of costs pursuant to this subdivision, the

ive maximum annual entitlement or en-
titlements to be supplied by such excess capac-
ity, as determined by the State, shall be deemed

- to be conrracted for by said agency or sgencies

for the purpose of such allocation of costs, to
the end that the capital costs of providing such
excess capacity are not charged to any contrac-
tor entiticd by virtue of an executed contract
to’ the delivery of project water from or
through that aqueduct reach at the time of such
sllocation. Where additonal capacicy is pro-
vided in any aqueduct reach to compensate for
loss of water due to evaporation, leakage, seep-
age, or other causes, or to compensate for sched-
uled outages for purposes of necessary investi-
gation, inspection, maintenance, repair or re-
placement of the facilities of the project facili-
ties, then, for the purpose of any allocation of
costs pursuant to this subdivision: (i) the maxi-
mum annual entitlement to be delivered from
or through the reach of each contractor entitled
to delivery of project water from or through
the reach shall be increased by an amount which
bears the same proportion to the maximum an-
nual delivery capability provided by such addi-
tional capacity that the contractor’s maximum
annual entitlement to be delivered from or
through the reach bears to the total of the
maximum annual entitlements to be delivered
from or through the reach under all contracts;
and (ii) the capacity provided in the reach for
each contractor entitled to delivery of project
water from or through the reach shall be in
creased in the same proportion that the con-
tractor’s maximum annual entitlement to be de-
livered from or through the reach is increased
pursuant to (i) above.

(3) The projected amounts of capital costs to be

allocated annually to the Agency under the
capital cost con.ponent of the Transportation
Charge shall be determined by the State in ac-
cordance with the cost allocation principles and
procedures set forth in this subdivision, which
principles and procedures shall be controlling
as to allocations of capital costs to the Agency.
Such amounts will be set forth in Table C of
this contract by the State as soon as designs and
cost estimates are prepared by it subsequent to
receipt of requests from the Agency as to the
maximum monthiy delivery capability to bhe



provided in each aqueduct reach for cransport
and delivery of project water to the Agency,
pursuant to Article 17(a): Provided, That these
amounts shall be subject to redeterminatgion by
the State in accordance with Artcle 28.

(c) Annval Payments of Allocated Capltal Costs

In the second step, the Agency's annual payment of
its allocated capital costs and interest thereon, com-

ted at the project interest rate and compounded
annually, shall be determined in accordance with 2
payment schedule established by the State and deter-
mined in accordance with the principles set forth in
(1), (2), and (3) below, which principles shall be
controlling as to the Agency's payment of its allocated
capital costs. The Agency's payment schedule will be
sct forth in Table D of this contract by the State as
soon as designs and cost estimates are prepared by it
subsequent to receipt of requests from the Agency as
to the maximum monthly delivery capabilicy to be
provided in each aqueduct reach for transport and
delivery of project water to the Agency, pursuant
o Article 17(a): Provided, T hat the amounts set forth
in Table D shall be subject to redetermination by the
Srate, pursuant to Artcle 28.

(1) The Agency's annual payment shall be the sum
of the amounts due from the Agency on the
Agency's allocated capital costs for the then
current year and for each previous year where
cach such amount will pay, in not more than
fifty (50) equal annual installments of principal
and interest, the Agency’s allocated capital costs
for the respecuve year and interest thereon.
computed at the project interest rate and com-
pounded annually.

(2) The Agency may make payments at a2 more
rapid rate if approved by the State.

(3) Such annual payments shall cease when all allo-
cared capital costs and interest thereon, com-
puted at the project interest rate and com-
pounded annually, are repaid.

(d) Payment in Advance for Excess Peaking
Capacity

In the event that any contractor, pursuant to Art-
cle 12(b), requests delivery capacity in any aqueduct
reach which will permit maximum monthly deliveries
to such contractor in excess of the percentage amounts
specified in said Article 12(b) for the uses designated
cherein, such contractor shall furnish to the State, in
advance of the construction of such aqueduct reach,
funds sufficient to cover the costs of providing such
excess capacity, which funds shall be in an smount
which bears the same proportion to the total capital
costs of such reach, including the costs of providing
such excess capacity, as such excess capacity bears to
the total capacity of such reach, including such excess
capacity. For the purpose of any allocation of costs
pursuant to subdivision (b) of this article, the rotal
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capital costs of such aqueduct reach shall be allocated

among all contractors entitled to delivery of project

water from or through the reach in the following
manner: v =N .

(1) The costs which would have been incurred for

? such reach had no such excess capacity been

provided shall be estimated by the State and

gllocated smong all such contractors in the

manner provided in said subdivision (b); .and )

(2) The amount of the difference berween said esti-

mated costs and the projected actual costs of

such reach shall be sllocated to the contractor

or contractors for which such excess capacity

is provided.

-

_ Where such excess capacity is provided for more than

one contractor, the costs allocated to them under )
above shall be further allocated between or among
them in amounts which bear the same proportion to
the rotal of said allocated costs as the amount of such
excess capacity provided for the respective contractor
bears to the toral of such excess capaciry provided in
such reach. In the event that the funds advanced by 2
contractor pursuant to this subdivision are more or less
than the costs so allocated to such contractor under
(2) above, the account of such contractor shall be
credited or debited accordingly.

(e) Costs Incurred Prior te Date of Contract

The Agency's allocated capital costs for the year
preceding the year of initial payment of the capiral
component of the Transportation Charge, pursuant to
subdivision (c) of this article, shall consist of the sum
of the Agency’s allocated capital costs for each year
through such year preceding the year of initial pay-
ment, and interest thereon, computed at the project
interest rate and compounded annually.

25, TRANSPORTATION CHARGE-MINIMUM OPER-
ATION, MAINTENANCE, POWER, AND REPLACE.
MENT COMPONENT

(a) Method of Computation

The minimum operation, maintenance, power. and
replacement component of the Transportation Charge
shall rerurn to the State those costs of the project
transportation facilities necessary to deliver water to
the contractor which constitute operation, mainte-
nance, power, and replacement Costs incurred irrespec-
dve of the amount of project water delvered to the
contractor and which are allocated to the contractor
pursuant to (b) below: Provided, That to the extent

itred by law, the State may establish reserve funds
¢o meet anticipated minimum replacement costs; and
deposits in such reserve funds by the State: (1) shall
be made in such amounts that such reserve funds will
be adequate to meet such anticipated costs as they arc
incurred, and (2) shall be deemed to be a part of the
minimum replacement COSES for the vear in which such

" deposits are made.
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(b) Allecation of Costs

The' toal projected minim»m operation, mainte-
nance, power, and replacemen: costs of each aqueduct
reach of the project wanspor:ition facilities for the
respective year shall be allocat+:: among all contractors
entitled to delivery of project water from said facilities
by the proportionate use of facilities method of cost
sllocation, in the same manner snd upon the same bases
as are st forth for the allocation of capital costs in
Article 24: Provided, That such minimum operation,
maintcnance, power, and replacement costs as are in-
curred generally for the project transportatioa facili-
tics first shall be allocated to each aqueduct ceach in
an amount which bears the same proportion to the
total amount of such general costs that the amount of
the costs incurred directly for the reach bears to the
total of all direct costs for all aqueduct reaches.

(¢} Payment Table

Thc amount to be paid each year by the Agency
under the minimum operation, maintenance, power,
and replacement component of the Transportation
Charge shall be detcrmined in accordance with sub-
division (b) of this article on the basis of the relevant
values to be sec forth for the respective aqueduct
reaches in Table B of this contract: Provided, That
these values shall be subject to redetermination by the
Statc in accordance with Article 28. Such amounts and
any interest thercon shall be set forth by the State in
Table E of this contract as soon as designs and cost
estimatcs have been preparcd by it subsequent to re-
ceipt of requests from the Agency as to the maximum
monthly delivery capability to be provided in each
aqueduct reach for transport and delivery of project
water to the Agency, pursuant to Article 17(a): Pro-
vided, That the amounts set forth in Table E shall be
subject to redetermination by the State in accordance
with Article 28.

26. TRANSPORTATION CHARGE-VARIABLE OPERA-
TION, MAINTENANCE, POWER, AND REPLACE-
MENT COMPONENT

(a) Method of Computation

The variable opcration, mzintenance, power, and
replacement component of the Transportation Charge
shall return to the State those costs of the project
transportation facilities necessarv to deliver water to
the contractor which constitute operation, mainte-
nance, power, and replacement costs incurred in an
amount which is dependent upon and varies with the
smount of project water delivered to the contractor
and which are allocated to the contractor pursuant to
(1) and (2) below: Provided, That to the extent per-

-mitted by law, the State may establish reserve funds
to mect anticipated variable replacement costs; and
Cujnnins in such reserve funds by the State: (1) shall
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be made in such amounts that such reserve funds will
be adequate to meet such anticipated costs as they are
incurred, and (2) shall be deemed to be a part of the
variable replacement costs for the year in which such
deposits are made. The amount of this component
shall be determined as follows:

(1) There shall be computed for each squeduct
reach of the project transporrstion facilities a
charge per scre-foot of water which will re-
turn to the State the total projected variable

" operation, maintenance, power, and replace-
ment costs of the reach for the respective year.
This computation shall be made by dividing
said total by the number of acre-feet of project
water estimated to be delivered from or through
the reach to all contractors during the year.

(2) The amount of the variable component shall
be the sum of the products obrained when the
charges per acre-foot of water, determined
under (1) sbove, for each aqueduct reach nec-
essary to deliver water to the contractor are
muldplied by the number of acre-feet of proj-
cct water delivered to the contractor from or
through that reach during the vear: 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 ac-
cepe deliverv thereof, the amount of said vari-
able component to be paid by such contractor
during such period shall be the product of the
above sum and the sum of the number of acre-
feet of project water delivered to the contrac-
tor and the number of acre-feer wasted.

(b} Revenue From Aqueduct Powar Recovery
Plants

There shall be credited against the amount of the
variable component to be paid by each contracror, as
determined pursuant to subdivision (a) of this article, a
portion of the projected net value of any power recov-
ered during the respective year at project aqueduct
power recovery plants located upstream on the par-
ticular aqueduct from the delivery structures for deliv-
ery of project water to the contractor. Such porrion
shall be in an amount which bears the same proportion
to said projected net value that the number of acre-
feet of project water delivered to the contractor
through said plants during the year bears to the num-
ber of acre-feet of project water delivered to all con-
tractors through said plants during the vear.

(c) Payment Table
The amount to be paid each year by the Agency
under the variable operation, maintenance. power, and

.



replacement component of the Transportation Charge
shall be determined in sccordance with subdivision
(a) of this article for the respective aqueduct resches
in Table B of this contract. Such amounts and any
interest thereon shall be set forth by the State in Table
F of this contract as soon as designs and cost estimates
are prepared by it subsequent to receipt of requests
from the Agency as to the maximum monthly delivery
capability to be provided in each squeduct reach for
eransport and delivery of project water to the Agency,
pursuant to Article 17(a): Provided, That the amounts
set forth in Table F shall be subject to redetermination
by the State in accordance with Article 28.

27. TRANSPORTATION CHARGE—-PAYMENT
SCHEDULE

The amounts to be paid by the Agency for each
year of the project repayment period under the capital
cost and minimum operation, maintenance, power,
and replacement components of the Transportation
Charge, and under the variable operation, maintenance,
power, and replacement component of said charge on
the basis of then estimated deliveries, shall be set forth
by the State in Table G of this contract as soon as
designs and cost estimates have been prepared by it
subsequent to receipt of requests from the Agency as
to the maximum monthly delivery capability to be
provided in each aqueduct reach for transport and
delivery of project water to the Agency, pursuant to
Article 17(a). Table G of this contract shall constitute
s summation of Tables D, E, and F of this contract:
Provided, That each of the amounts set forth in Table
G shall be subject to redetermination by the State in
accordance with Artcle 28: Provided further, That
the principles and procedures set forth in Artcles 24,
25, and 26 shall be controlling as to such amounts.
Such amounts shall be paid by the Agency in accord-
ance with the provisions of Arcle 29.

28. TRANSPORTATION CHARGE—
REDETERMINATION

The Scate shall redetermine the values and amounts
set forth in Tables B, C, D, E, F and G of this con-
erace in the year following the year in which the State
commences construction of the project transportation
facilities and each year thereafter in order that the
Transportation Charge to the Agency and the com-
ponents thereof may sccurately reflect increases or
decreases from year to year in projected costs, out-
standing reimbursable indebredness of the Scate in-
curred to construct the project transportation facili-
ges described in Table I of this contract snnual
entitlements, estimated deliveries, project interest rate,
and all other factors which are determinative of such
charges. In addition, each such redetermination shall
include an adjustment of the components of the Trans-
portation Charge to be paid by the Agency for suc-
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ceeding years which shall account for the differcnces,
if any, berween projections of costs used by the State
in determining the amounts of said components for all
preceding years and actual costs incurred by the State
during such years. Upon each such redetermination,
sppropriately revised copies of Tables B, C, D, E, F
and G shall be prepared by the State and sttached to
this contract as amendments of those tables.

29. TIME AND METHOD OF PAYMINT |

(a) Initial Payment=Delta Water Charge

Payments by the Agency under the Delta Water
Charge shall commence in the year of initial water
delivery to the Agency. T

(b) Initial Payment—Transportation Charge:
Capital Component

Payments by the Agency under the ca ital cost
component of the Transporration Charge shall com-
mence in the year following the year in which the
State commences construction of the project transpor-
eation facilices. If such construction has already com-
menced when this contract is executed, such payments
shall begin in the year following the year of execudon.

(¢c) bnitial Payment—Transportation Charge:
Minimum Component
Payments by the Agency under the minimum opera-
tion, maintenance, power, and replacement component
of the Transportation Charge shall commence for each
aqueduct reach in the year following the year in which
construction of that reach is completed.

(d) Initial Payment—Transportation Charge:
Vorioble Component

Payvments by the Agency under the variable opera-
tion, maintenance, power, and replacement component
of the Transportation Charge shall commence in the
year of initial water delivery to the Agency.

(e) Statement of Charges

The State shall, on or before July 1 of each year.
commencing with the year preceding the year in
which payment of the respective charge is to com-
mence pursuant to this article, furnish the Agency
with a written statement of: (1) the charges to the

. Agency for the next succeeding year under the capital

cost and minimum operation, maintenance, power, and
replacement components of the Delta Water Charge
and Transportation Charge; (2) the unit charges to
the Agency for the next succeeding year under the
variable operation, maintenance, power, and replace-
ment components of said Delta Water Charge and
Transportation Charge; and (3) the total charges to
the Agency for the preceding year under the variable
operation, maintenance, power, and replacement com-
ponents of said Delta Water Charge and Transporta-
tion Charge: Provided, That through December 31,
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1969, the Delta Water Charge shall be based npon 2
unit rate of $3.50 per acre-foor and shall be paid by
the contractors on the basis of their respective snnual
entitlemnents to project water, as provided in Article
22(b): Prwidedp further, That the first such statement
shall be provided by the State as soon after the execu-
tion of this contract as is feasible. All such statements
shall be sccompanied by the latest revised copies of
the document amendatory to Article 22 and of Tables
B, C,D, E, F and G of this contract, together with
such other data and computations used by the State in
dctennining the amounts of the at-ove charges as the
State deems appropriate. The State shall, on or before
the fifecenth day of each month of each year, com-
mencing with the year of initial water delivery to the
Agency, fumish the Agency with a statement of the
charges to the Agency for the preceding month under
the variable operation, maintenance, power, and re-
placcment components of the Delta Water Charge and
Transportation Charge. Such charges shall be deter-
mined by the State in accordance with the relevant
provisions of Articles 22 and 26 of this contract, upon
the basis of metered deliveries of project water to the
Agcency, except as otherwise provided in those articles.

(f) Times of Payment—Capital Components

The Agency shall pay to the Stare, on or before
January 1 of each year, commencing with the year
in which payment of the respective charge is to com-
mence pursuant to this article, one-half (%) of the
charge o the Agency for the year under the capital
cost component of the Delta Water Charge and one-
half (%) of the charge to the Agency for the year
under the capital cost component of the Transporta-
tion Charge, as such charges are stated pursvant to
subdivision (e¢) of this article; and shall pay the re-
maining one-half (%) of each of said charges on or
before July 1 of that year. )

(g) Times of Payment—~Minimum Componaents

The Agency shall pay to the State, on or before the
first day of each month of each year, commencing
with the year of initial water delivery to the Agency,
one-twelfth (1/12) of the sum of the charges to the
Agency for the year under the minimum operation,
maintenance, power, and replacement components of
the Delta Water Charge and Transportation Charge,
respectively, as such charges are stated pursuant to
subdivision (e) of this article.

{h) Times of Payment-Variable Components

The Agency shall pay to the State on or before the
fifteenth day of each month of each year, commenc-
ing with the year of initial water delivery to the
Agency, the charges to the Agency under the variable
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operation, maintenance, power, and replacement com-
ponents of the Delta Water Charge and Transporta-
tion Charge, respectively, for which a statement was
received by the Agency during the preceding month
pursuant to subdivision (e) of this article, as such
charges are stated in such statement.

(i) Contest of Accuracy of Charges

In the event that the Agency contests the accuracy
of any statement submitted to it pursuant to subdivi-
sion (e) of this article, it shall give the State notice
thereof at least ten (10) days prior to the day upon
which payment of the stated amounts is due. To the
extent that the State finds the Agency's contentions re-
garding the statement to be correct, it shall revise the
statement sccordingly, and the Agency shall make
payment of the revised amounts on or before the due
date. To the extent that the Stite does not find the
Agency's contentions to be correct, or where time is
not available for a review of such contentions prior to
the due date, the Agency shall make payment of the
stated amounts on or before the due date, but may
make the contested part of such payment under pro-
test and seek to recover the amount thereof from the

State.

30. SURCHARGE FOR PROJECT WATER USED
ON EXCESS LAND

{a) Definitions: “Surcharge’’; “Excess Land’’

As used herein the term “surcharge” shall mean an
amount equivalent to the power credit per acre-foot
of water, as such credit is determined under and estab-
lished by subdivision (b) of this article, to be charged
to water users other than the United States or the State

" of California, as hereinafter provided and to the extent

permitted by law, for each acre-foot of project water
put to agricultural or manufacruring use on excess
land. As used herein the term “excess land" shall mean
that part of any land held in single beneficial owner-
ship within a contractor's boundaries, or, where proj-
ect water is delivered to water users by a retail agency
as hereinafter defined, that part of any such land
within the service area of such retail agency, which is
in excess of 160 acres; or in the case of joint owner-
ship by husband and wife that part of any such land
which is in excess of 320 acres. :

(b) Definition: “Power Credit”’

As used herein, the term “power credit” shall mean
the net value accruing to the State from revenues de-
rived from the sale or other disposal of electrical
energy generated in connection with operation of
initial project conservation facilities after deducting
from said revenues the amount necessary to repay the
investment properly chargeable to energy generation
and for operation, maintenance, and replacement of
the electrical generation facilities. The power credit



per acre-foot of water shall be computed in accord-
ance with the following formula:

e;(1 + )~ + el + )+ . . . + c(l + O
a@d + 0 + &l + DT A ...+ e+ 0T
Where:

§==The project interest rate.

¢ == The projected annusl power credit sccrued dur-
ing the respective year of the project repsyment

1,2,snd n

sppearing .

below ¢ == The respectve year of the project repayment
period during which the power credit is
ubeinsﬂ:ehnywofﬁnepmiectmymt
period.

e == The total of annual endtlements to project water
of sll contgactors for the respective year of the
project repayment period.

1. 2, nqd n

appeanng

below e ==The respective year of the project repayment
period in which the annual enttlements occur,
n being the last year of the project repayment

period.

n used as

exponent == The number of years in the project repayment
period.

The power credit per acre-foot of water is hereby
established as $2 unal all of the facilides for generation
of electrical energy in connection with operation of
initial project conservation facilides are installed and
in operation. The State shall redetermine the power
credic per acre-foot of water each year thereafter in
order that it may accurately reflect increases or de-
creases from year to year in the power credit as de-
fincd herein. Each such redetermination shall be in
accordance with the method of computation set forth
in this subdivision. and upon cach such redetermina-
tion, a document showing the revised amount of the
power credit per acre-foot of water shall be attached
to this contract as an amendment of this subdivision.

(¢) Definition: "“Retail Agency”’

As uscd herein the term “recail agency"” shall mean
any agency which delivers directly to the users thereof,
project water made available by, through, or under
a contractor. -

(d) Payment of Surcharge

Each contractor, to the extent that it delivers project
water directly to the users thereof, shall require on
behalf of the State that each such user on or before
June 1 of each year, commencing with the year fol-
lowing the year of initial water delivery: (1) certfy
in writing to the contractor on forms prescribed and
furnished by the State the description of the excess
land owned by such user upon which project water
is put to agricultural or manufacturing use, and the
amount of project water put to agriculrural or manu-
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facturing use on such land during the preceding year:
and (2) pay to the contractor for the account of the
State a surcharge for the amount of water so certified.
Each contractor, to the extent that it delivers project
water to @ retail sgency or to amother agency by,
through, or under which such water is delivered to 2
rerail agency, shall require on behalf of the State that
each water user served by such retail agency be re-
quired to, on or before May 1 of each year, com-
mencing with the year following the year of inicial
water delivery: (1) certify in writing to the retail
agency on forms prescribed and furnished by the State
the description of the excess land owned by such user
upon which project water is put to sgricuitural or
manufacturing use and the amount of project water
put to agricultural or manufacturing use on such land
during the preceding year; and (2) pay to the retail
agency for the account of the State a surcharge for
the amount of project water so certificd. Each con-
tractor and reuail agency shall be endtled to rely upon
the certifications furnished them by water uscrs pure
suant to this subdivision, unless notified by the State
as to the inaccuracy of any such certification. Pay-
ments made to the contractor pursuant to this sub
division, together with the certifications supporting
such pavments, shall be forwarded to the State on or
hefore July 1 of the year in which they are received.
Payments made to 2 retail agency pursuant to this
subdivision, together with the certifications supporting
such payments, shall on behalf of the Stte be required
to be forwarded to the contractor, which shall in turn
forward them to the State on or before July 1 of the
year in which thev are received; except that whert
project water has been delivered to the rerail agenc:
by, through, or under an agency or agencies other
than the contractor, such payments and certifications
shall on bechalf of the State be required to be for-
warded by the rerail agency to the agency from which
it received project water and by that agency, et seq..”
to the contractor, which shall forward them to the
State on or before July 1 of the year in which they
are received.

(e) Commingling of Project and Nonproject Water
In the event that a congractor, retail agency, or
water user commingles project water with water from
another source in 2 common distribution system, the
contractor shall, in complying with the provisions of
this article, adhere to the following rules, and, wherc
project water is delivered by it to a retail agency or
to another agency by, through or under which proj-
ect water is delivered to 2 retail agency, as contem-
plated in subdivision (d) of this article, shall requirc
on behalf of the State that such retail agency adhere

or be required to adhere t0 the same rules..
(1) 1f the amount of nonproject wacer applied in
any year within the area served with project
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water by the contractor or rerail agency is
equal to or greater than the amount of water
put to sgricultural or manufacturing use on
all excess Jand within that area during such
year, it shall be presumed that the water put
to agricultural or manufacturing use on such
' excess land is nonproject water, and there shall
be no surcharge to water users in that area.

(2) If the amount of nonproject water spplied in
any year within the area served with project
water by the contractor or retail sgency is less
than the amount of water put to agricultural
or manufacturing use.on all excess land within
that area during such year, it shall be presumed,
for the purpose of determining the payments
to be made under the surcharge by water users
in that area, that the amount of project water
put to agricultural or manufacturing use on
excess land of a particular ownership within
that area during such year bears the same pro-
portion to the total amount of water so used
on that excess land during such year as the total
amount of project water applied within that
area during such year bears to the total amount
of water applied within that area during such
year.

(3) Pr_cniect water which reaches the underground
prior to delivery to or pumping by a warter
user shall not be subject to a surcharge under
this ardcle.

(f) Failure of Retail Agency to Perform
Obligatians

Subject to subdivision (g) of this article, a con-
tractor shall not be liable for the failure of any retail
agency or other agency to perform the obligations
imposed upon it in accordance with subdivision (d)
of this artcle.

(g) State May Enforce Surcharge

In the event that any retail agency or other agency
by, th:ough or under which project water is delivered
to 8 retail agency, fails to perform the obligations
imposed upon it in accordance with subdivision (d)
of this article, the State may take such action in 2
court of competent jurisdiction, in the name of the
contractor and/or agency or agencies by, through or
under which project water is delivered to such retail
agency, as it deems necessary to compel the perform-
ance of such obligations, and in such action the Stare
shall be subrogated to the rights of such contracror
and/or such other agency or agencies against such
retail ageney or other agency. In the event that anv
certification furnished by a warter user in accordance
with subdivision (d) of this article is found by the
State to inaccurately represent faces of water use or
land ownership, with the result that such user is avoid-
ing payment under the surcharge provided for herein,

20

the State may take such action in a court of compe-
tent jurisdiction, in the name of the contractor and/or
the retail agency and/or any other agency or agencies
by, through, or under which project water is deliv-
ered to such water user, as it deems necessary to col-
lect full payment under the surcharge from such water
user and to compel the performance of all obligs-
tions imposed upon such water user in accordance
with said subdivision (d), and in such sction the
State shall be subrogated to the rights of such contrac-
tor and/or such retail agency and/or such other
agency or agencies against such water user. Where
project water is delivered by a contractor to s re-
tail sgerty or to another sgency by, through, or
under which project water is delivered to a retail
sgency, as contemplated in subdivision (d) of this
article, the contractor shall require,on behalf of the
State that such retail agency or other agency and all
agencies by, through, or under which project water
is delivered to a retail agency permit or be required
to permit the State to bring the foregoing actions
in their respective names and be subrogated to their
respectdve rights as set forth above.

(h) State to Defend and Indemnity Against
Claims

Should the spplication of any of the provisions of
this arricle in the manner provided for herein result
in claims of any nature against a contractor, retail
agency, or other agency by, through, or under which
project water is delivered to a retail agency, the State
shall defend the contractor, retail agency, or other
agency against such claims, and shall indemnify them
for any liabilicy with respect thereto arising from
activities required by the State under this article.

() Separability

This artcle shall be separable from sll other pro-
visions in this contract, and in the event that any or all
of the provisions of this article are in any manner
or to any extent held to be invalid by final judgment
or decree of a court of competent jurisdiction, such
holding and such invalidicy shall in no way affect the
validity of, or make invalid, any other provision of
this contract.

31. ADJUSTMENT FOR OVERPAYMENT OR
UNDERPAYMENT

If in any year, by reason of errors in computation
or other causes, there is an overpayment or under-
payment to the State by the Agency of the charges
provided for herein, which overpayment or under-
payment is not accounted for and corrected in the
annual redetermination of said charges, the amount of
such overpayment or underpayment shall be crediced
or debited, as the case may be, to the Agency's ac-
count for the next succeeding year and the State shall
notify the Agency thereof in writing.



32. DELINQUENCY IN PAYMENT

(a) Agency fo Provide for Punctual Payment

The governing body of the Agency shall provide
for the punctual payment to the State of payments
which become due under this contract.

(b) Interest on Overdue Payments

Upon every amount of money required to be paid
by the Agency to the State pursuant to this contract
which remains unpaid after it becomes due and pay-
able, interest shall accrue at the rate of one-half (}%)
of one (1) percent per month of the amount of such
delinquent payment from and sfter the due date undil
it is paid, and the Agency hereby agrees to pay such
 interest: Provided, that no interest shall be charged to
or be paid by the Agency unless such delinquency
continues for more than thirty (30). days.

33. OBUGATION OF AGENCY T0 MAKE
PAYMENTS

(a) Refusal of Water Does Not Affect Obligation

The Agency's failure or refusal to accept delivery
of project water to which it is entitled under Artcle
6(b) shall in no way relieve the Agency of its obliga-
tion to make payments to the State as provided for
in this contract. The State, however, shall make rea-
sonable cfforts to dispose of any water made available
to but not required by the Agency and any net reve-
nues from such disposal shall be credited pursuant to
Ardcle 21,

" (b) Character of Obligation

The Agency as a whole is obligated to pay to the
State the payments becoming due under this contract,
notwithstanding any individual default by its con-
sticuents or others in the payment 10 the Agency of
assessments, tolls, or other charges levied by the
Agency.

34. OPLIGATION OF AGENCY TO LEVY TAXES
AND ASSESSMENTS

(a) When Obligated

If in any yecar the Agency fails or is unable to raise
sufficient funds by other means, the governing body
of the Agency shall levy upon all property in the
Agency not exempt from taxation, a tax Or assessment
sufficient to provide for all payments under this con-
eract then duc or to become due within that year.

(b) Enforcement by Officers of Agency

Taxes or assessments Jevied-by the governing body
of the Agency pursuant to subdivision (a) of this
article shall be enforced and collected by all officers
of the Agency charged with the duty of enforcing
and collecting taxes Or assessmenis Jevied by the
Agency.
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Art, 37

(c) Deposit in Separate Fund

All money collected for taxes or assessments under
¢his article shall be kept in a separate fund by the .
creasurer or other officer of the Agency charged with
the safckeeping and disbursement of funds of the
Agency, snd, upon the written demand of the State,
dteuummorqﬂaeroﬁwshanpuyommdw
State all such money in his possession or control then
due the State under this contract, which money shall
be spplied by the State to the satisfaction of the
amount due under this contract. .

(d) Enforcoment of Levy

In the event of failure, neglect, or refusal of any
officer of the Agency to levy any tax or assessment
necessary to provide payment by the Agency under
this contract, to enforce or to collect the tax or assess-
ment, or to pay over to the State any money then due
the State collected on the tax or assessment, the State
may take such action in a court of competent jurisdic-
Gon as it deems necessary to compel the performance
in their proper sequence of all such duties. Action
taken pursuant hereto shall not deprive the State of or
limic any remedy provided by this contract or by law
for the recovery of money due or which may become
due under this contract. '

D. GENERAL PROVISIONS

35. REMEDIES NOT EXCLUSIVE

The use by cither party of any remedy specified
herein for the enforcement of this contract is not ex-
clusive and shall not deprive the party using such
remedy of, or limit the application of, any other
remedy provided by law.

36. AMENDMENTS

This contract may be amended at any time by
murual agreement of the parties, except insofar as any
proposed amendments are in any way contrary to ap-
plicable law. The State shall promptly furnish the
Agency with copies of all contracts now or hereafter
executed by the State fora dependable supply of proj-
ect water, and of any amendments thereof.

37. AGENCY NOT ESTOPPED TO CHALLENGE
STATE LAWS

Nothing herein contained shall be construed as
estopping or otherwise preventing the Agency or any
person, firm, association, corporation, or public body
or agency claiming by, through, or under the Agency
from contesting by litigation or other Jawful means
the validity, constitutionality, construction or applica-
tion of any law of this State, including laws referred
to in the Bond Act, or as preventing or prejudicing the
amendment or repeal of any such law, and each con-
tract executed by the State for a dependable supply of

el



Art. 38

project water shall contain a siriilar reservation with
respect to Seate laws,

38. OPINIONS AND DETERN::IATIONS .

Where the terms of this contert provide for sction
mhebueduponducpinim.imlsmt.mw
view, or determination of eithe- party bereto, such
terms are not intended to be and shall never be con-
mdupumngud:qmlm,judm approval,

nvicw.ordum:cianmbeuhmuy.apm or
unreasonsble, =

39. CONTRACTING OFFICER OF THE STATE

‘The contracting officer of the Saate shall be the
Director of Water Resources of the Seate of California
and his successors, or their duly suthorized representa-
tives. The contracting officer shall be responsible for
all discretionary acts, opinions, judgments, mronk,
reviews, and determinations required of State
under the terms of this contract.

40. SUCCESSORS AND ASSIGNS OBLIGATED

This contract and all of its provisions shall spply
;o and bind the successors and assigns of the parties
ereto.

41. ASSIGNMENT

No assignment or transfer of this contract or any
part hereof, rights hercunder, or interest herein by the
Agency shall be valid unless and undil it is approved by
the Statc and made subject to such reasonable terms
and conditions as the State may impose.

22
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42. WAIVER OF RIGHTS

Any waiver st any time by either party hereto of its
rights with respect to a default or any other matter
srising in connection with this contract, shall not be
deemed to be a waiver with respect to any other de-
fault or maczer.

43. NOTICES . e B
All notices that are required either expressly or by
implicstion to be given by one party to the other
under this contrace shall be signed for the State by its
contracting officer, and for the A, by such officer
8s it may, from time to time, suthorize in writing to
s0 sct. All such notices shall be deemed to have been
given if delivered y or if enclosed in s prop-
erly sddressed envelope and deposited in a
States Post Office for deli by registered or cer-
tified mail. Unless and undl formally nodfied other-
wise, all notices shall be addressed to the parties at
their addresses as shown on the signsture page of this
contract.

44, MAINTENANCE AND INSPECTION OF BOOKS,
RECORDS, AND REPORTS

During regular office hours, each of the parties
hereto and their duly suthorized representatives shall
have the right to inspect and make copies of any
books, records, or reports of the other party pertain-
ing to this contract or matters related hereto, Each of
the parties hereto shall maintain and make available for
such inspection accurate records of all of its costs, dis-
bursements and receipts with respect to its activites
under this contract and the Bond Act.

prinied 1» caLivoania OFFICL OF STATE PRINTING

.



UPPER SANTA CLARA VALLEY WATER AGENCY

Location and Size

The Agency is located in Los Angeles County sbout 40
miles northwest of the oity of Los Angeles. The Agenoy, as of
July 1, 1964, encompassed an area of 86,100 acres and had an
estimated population of 26,000.
water Supply and Utilization

The entire water supply utilized within the Agenoy 18
obtained from underlying ground water basins, There are no
streams within the Agency on which a dependable surface water
supply could be developed, Water requirements in excess of the
safe yleld of the local ground water supply will be met with
water from the State Water Project. Primary use of water in 1960
was for irrigated agriculture but by 1970 and thereafter the pri-
mary use is expected to be for municipal and industrial purposes,
Items of Contract Information Unique to Agenc
Date of Contract - Preamble

Aprild 30, 1963
Agency's Principal Place of Business - Preamble

Newhall
Estimated Year of Initial Water Delivery - Avticle 6(a)

1972
Date of Request as to Delivery Structures - Article 10(b)

June 30, 1963
Limit on Instantaneous Rate of Delivery - Article 12(c)

42 ofs (Increased by Amendment No. 2 to 48 ofs.)



NOTES AND COMMENTS



E. SPECIAL PROVISIONS AND TABLES
45, SPECIAL PROVISIONS

() On or before June 30, 1963, the Agency shall fumish to the State Hts written requeat specifying
the year la which the first delivery of project water {rom the West Breach Aqueduct as deflaed in Table H
of this conttsct shell be made to the Ageacy, The timing of fimst deliveries of project water from sald
Branch hqudwtllullhusomutdhﬂn&m«mMﬁ“mumm-u«lnmu.lﬂ
the judgment of the State, incompatible with simllar requonts received from other contraciors to be served
from or through ssid Branch Aqueduct, which coatractors have executed contracts with the State on or be-
fore June 30, 1963, the timing of Heat deliveries of project water to the Agency ond such other contractors
from ‘snid Branch Aqueduct shall be sa esteblished by mulusl agresment among the Stete, the Agency, aad
sald conttactorss Providod further, That If such sgreement has not baen renched on or before Dacembar 31,
1963, the State mey them construct sald Branch Aqueduct in accordunce with wuch construction schedules
ea, in the judpnent of the State, will best serve the Iotereste of all those contractors whosa service areas
are located south of the South Portal of the Tehachepl Tunnels and which have executed contracts with

the State on or hefore June 30, 1963.

(b) The State shall provide sulficlent capacity in the transportation focilities, subject to the provie
alons of Article 17(b), to deliver 11 peroent of the Agency's snnual eatitlement In each of four monthe in
ench yest. Subject to the foregoing limitatios, in scheduling dellverien under Article 12(a) the State will
provide for up to 1/9 of the Agency’s anausl entitlement to be delivered in excess of a rate of 8 1/3 percent
of the annual entitlement per month,

(c) The snnexstions to the Agency, euthorized by Ordlnance No. 3 of the Agency dated March 13,
1963, are deemed to be approved by the department within the meaning of Asticle 15(b) and are generaily
described aw the Val Verde—Hasley Canyon Area annenation, comprising spproximately 7,280 acres, aftu=
ated wonterly of the Agency.



TABLE A

ANNUAL SHTITLEMENTS
UPPER SANTA CLARA VALLEY WATER AQENCY

Totel ennuel emount

Your In etrafeat
1 1,000
2 2,00
3 3,000
4 $,200
s 6.’00
[ ] 7,800
7 9,100
) 10,400
[ ] 12,000

10 13,100
11 14,200
12 18,300
13 16,400
14 17,500
18 18,600
16 19,700
17 20,500
18 . 21,900
19 23,000

and each succesding year thereafter,
for the torm of this contrsot e8 &
Maximurm Annual Entitlementt 23,000



TABLE W

PROJECT TRANSPORTATION FACILITIES
UPPER SANTA CLARA VALLEY WATER AGENCY

A Sas Joaguin Valisy—Southern Callforste Aqueduct extending to Castalo Resere
vole oa-the West Branch Aqueduct defined below, to the extant such aqueduct is

determined by the State to be requirad for wates transportation.

st Branch Aquodusey'® sholl mean that portion of the !;n ‘lu uin
n

Valloy-Southers Callforsis Aqueduct specilie
tion 3!34&4) (2) of the Water Code extending from the Juaction of
Last and Newhall,
Los Aageles County.



TADLE 1
AQUEDUCY REACHES

UPPER SANTA CLARA VALLEY WATER AGENCY

Aguoduet Ressh
Delta to Discharge Delta Punping Plast:

Discharge Delts Pumping Plaat to Saa Luls Forebay:

San Luis Forebayt
San Luis Forsbay to Kettleman City:

Kettloman City to Avenal Gapt

Avenal Gap to Buena Vista Pumping Pleat:

Bueaa Viste Pumplng Pleat to Whealer Ridge
Pumpiag Plants I and Ot

Whesler Ridge Pumping Pleats | end 11 to
Tehachap] Pumpiag Plaat:

Tahachapl Pumping Plant to South Portal
Tehachapl Tunnels:

South Partal Tehachapl Tunnels to Junction, East
and West Branches:

WEST BRANCH

Junction, Esst and West Branches to West Branch
Teminel Reservoin

Went Branch Terminal Ressrvoin

Mefer Fostures of Reseh

Iatake Canal
Floh Protective Facilities

Aqueduct
Sea Luls Forebny and Forebey Dem

Aquedect
Mile 18 Pumping Plaat

Aqueduet
Aquedact

Buens Vista Pumping Plant
Aqueduct

Wheeler Ridge Pumping Plant 1
Wheeler Ridge Pumping Pleat i1
Aqueduct

Tehschapl Pumping Plant
(Pumping Plaut VI)
Tehachapl Tunnels

Cottonwood Power Plant
Aqueduct

Aqueduct
West Branch Pumping Plant
Powst Davelopment Plants

Castaic Dam and Reservoic



IN WITNESS WHEREOF, the patties hereto have exsculed this contract on the date (irst
above written.

Approved as to legel form and sufflcleacy STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

Chief Couassl

Department of Water Resouroes

P. O, Box 308

Secremento, Californie

Attest: UPPER SANTA CLARA VALLEY WATER AGENCY
[ > W

Secretary z realdent

P.0. Box 328 )

Newhall, Celifornia

Approved as to form and exzecution: MWM/




STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO, 1 TO WATER SUPPLY
CONTRACT BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
UPPER SANTA CLARA VALLEY WATER AGENCY

THIS CONTRACT, made this 15th day of November 1963,
pursuant to the provisions of the California Water Resources
Development Bond Act, the State 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 Upper Santa Clare
Valley Water Agenay, a public agency in the State of California,
duly organiszed, existing, and aoting pursuant to the laws thereof
with its principal place of business in Newhall, California, herein
referred to as the "Agenoy,”

WITNESSETH, That:

WHEREAS, the State is authorized to construct and operate
facilities for the storage and conveyance of water, certain of
which facilities will make water available to the Agency; and

WHEREAS, the State and the Agency have entered into a
water supply contract, dated April 30, 1963, providing that the
State shall supply certain quantities of water to the Agency,
and providing that the agency shall make oertain payments to the
State, and setting forth the terms and conditions of such supply
and such payment; and



WHEREAS, the State and the Agendoy are desirous of making
certain ohanges and additions to the above-mentioned sontract,
while otherwise continuing the contract in full force and effect;

NOW THEREPORE, it is wmutually agreed that the following
changes and tddieionl are hereby made to the Agency's water supply
contract with the State:

Artiocle 46 is added to the contract to read as follows:

46, Amendatory Provisions

a. Surplus Weter
Notwithastanding other provisions of this oon-

tract, surplus water for agriocultural and ground water replenishment
use shall be offered to contractors on the following basis. Before
surplus water is sold for other than agricultural and ground water
replenishment use, each contracter shall have the right, subject
to the ability of the State to deliver such water, to contract for
agricultural and ground water replenishment use for a portion of
the total amount of surplus water available in any year, in an
amount which bears the same ratio to the total amount of surplus
water available in that year as the sum of the annual entitlements
delivered to the contractor for agricultural and ground water
replenishment use during the preceding. three years bears to the
total amount of the ennual entitlements delivered for agricultural
and ground water replenishment use during the preceding three years
of all contractors requesting surplua water: Proyided, That if 1its
proportion of such surplus water is not required by or cannot be
delivered to any contractor, such amount of additional surplus
water nhail be offered to other oontractors rqr agricultural and
«le
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ground water replenishment use. During the firat three years in
which project water is deliver to a oontractor, the State shall
determine the amount of surplus water which the contraotor may
obtain based on the contractor's maximum annuel entitlement and
the estimated percentage of its annual entitlement to de delivared
for agricultural and ground water replenishment use; but quantities
so determined shall not exceed the contractor's annual entitlement
for that year. Fér the purpose of computing the portion of the
surplus water for agricultural and ground water replenishment use
to which each contractor is entitled, the State shall datprmine
the amounts of water used for agricultursl and ground water replen-
1shment use by each contractor in each year: Provided, That eaoch
contractor shall furnish certified copies of such records and data
concerning the use of water within its boundaries as the State

may rasquest.

Surplus water for agricultural and ground water replenish-
ment use shall be furnished at prices which will return to the
State the variable operation, maintenance, power, and replacement
components of the Delta Water Charge and Transportation Charge
inourred in such service of surplus water as determined by the State.
A surcharge shall be added to the rate for surplus water furnished
to excess land in an amount and under the conditions specified in
Article 30 of this contract. Contracts made pursuvant to this
subdivision may exceed one year in duration.

Except as herein modified, the provisions of Article 21
of this contract are hereby confirmed, and all surplus water not
specifically allocated pursuant to this subdivision shall be sold

.3-



under the provisions of Article 2l.

As used in this subdivision "ground water replenishment
use" shall mean the use of project water exolusively by direct
application to spreading basins, streambeds, or through other means
of direct artifioial recharge for the purpose of replenishing
overdrawn ground water basins.

b, Surcharge Credit

Notwithstanding other provisions of this
oontract, the State may inelude provisions in water supply oontraots
allowing a oredit to a contractor not to exceed the surcharge to
be paid ‘by such contractor: Provided, That such credit mhall be
utilized to reduce the cost of water for agricultural use on other
than excess land at a uniform rate per acre-foot not to exceed two
dollars (§2) per acre-foot. Any contract inoluding provisions
pursuent to this subdivision shall assure that the raductions in
the contractors' obligations authorized by this subdivision are
made available exolusively for the benefit of agriocultural use on
1and other than excess land and are not directly or indirectly
made available for the benefit of agrioultural use on exoess land.

-h-
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IN WITNESS WHEREQP, the parties hereto have executed
this contraot on the date first above written.

Approved as toc legal form STATE OF CALIFORNIA
and sufficiency: DEPARTMENT OF WATER RESOUROES

Ay & Sl

[}
Department of Water Resources

Actests

UPFER BAWTA CIARA VALLEY VATER AGENCY

Approved as to form and executioms



STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 2 TO WATER SUPPLY
CONTRACT BETWEEN THE STATE OP CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
UPPER SANTA CLARA VALLEY WATER AGENOY

THIS CONTRACT, made this 22nd day of Decenber
1964, pursuant to the provisions of the Oalifornia Water Rassocuroces
Development Bond Aot, the State Central Valley Project Aot, and
other applicable laws of the State of California, between the 3tate
of California, aoting by and through its Department of Water
Resources, herein referred to as the "gtate”, and Upper Santa Clara
Valley Water Agency, & public agency in the State of California,
duly organiged, existing, and acting pursuant to the laws thereof
with its prineipal place of dbusiness in Newhall, California,
herein referred to as the "Agency",

WITNESSETH, That:

WHEREAS, the State ia asuthorized to construst and operate
facilities for the storage and conveyance of water, certain of
which faoilities will make water available to the Agenoy; ard

WHEREAS, the State and the Agency have entered into
a water supply contract, dated April 30, 1963, as amended
November 15, 1963, providing that the State shall supply certain
quantitiss of water to the Agenoy, and providing that the Agency
shall make certain payments to the State, and setting forth the
terms and oonditions of such supply and such payment; and

13
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. WHERRAS, the maximum annual entitlements under all
contracts exeouted by the State on or bafore December 31, 1963,
did not aggregate the amount of the minimum project yisld as
defined in such water supply oontract; and

WHERBAS, the Agency has eleoted to become entitled to
a osrtain amount of the uncontracted for portion of the minimum
project yisld under the provisions of Article 8 of the above-
mentioned oontract and the State has dotomiﬁd that the Agenoy
can put the water involved to beneficial use within a reasonable
period of time; and

WHEREAS, one of such changes ia that the minimum project
yield will be inoreased from 4,000,000 to 4,230,000 aore-feet per
year, which will result in changes in design and inoreases in sisze
of faocilities, partiocularly in the West Branch of the California
Aqueduot; and -

WHEREAS, the Agency has been informed by the State that
1ts share of the cost of the project will not be increased as &
result of such increase, and has further been informed by the State
that such inorease in the minimum project yield will bring about
peductions in the Delta Water Charge and the Transportation Chargs
that would otherwise be paid by the Agency; and

WHEREAS, the State and the Agency are desirous of
making certain other changes and additions to such contract,
while otherwise continuing the contract in full foroe and effeot)

NOW THERRPORE, 1t is mutually agreed that the following
changes and additions are hereby made to the Agency's water
supply contract with the 3tate:



1. Subdivision (k) of Article 1 is amended to read as
followss
(k) Minimum Project ¥Yield

"Minimum projeot yield" shall mean the dependable
annual supply of project water to be made available, estimated to
be 4,230,000 acre-feet per year, said amount to be determined by
the State on the basis of ocordinated operation studies of initial
projeot conservation facilities and additional project conservation
facilities, whioh studies shall be based upon:

(1) The estimated relative proportion of deliveries
for agrioultural use to deliveries for municipal use for the year
1990, and the characteristic distributions of demands for these
two uses throughout the year.

(2) An allowable reduction in the agricultural use
portion of the minimum project yield, due to dreught, of not to
exoeed £ifty percent (50%) in any one year, nor a total of one
hundred percent (100%) of one year's supply in any series of seven
consecutive yezrs.

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

2. Table A of the contract entitled "Annual Entitlements
Upper Santa Clara Valley Water Agency" is amended to read as

follows:

15
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TABLE A

ANNUAL ENTITLEMENTS
UPPER SANTA CLARA VALLEY WATER AQENCY

me;; Annual Amcunt
n u_og-gglg

Xeox
1l 1,000
2 2,600
g 3,900
2200
2 7:800
Z 9,100
10,400
9 12,500
10 13,700
11 2500
12 17,100
1 18,600
pi 19,800
i e
: o
19 20,
And each succeeding year
thersafter, for the term
of this contracts 26,500

3. Subdivision (c) of Artiole 12 is amended to read
as follows:

(o) Limit on Rate of Delivery to Agency

In no event shall the State be obligated to deliver

water to the Agency through all delivery structures at a total
ocombined instantanecus rate of flow exceeding forty-eight (48)
oubic feet per second, except as this rate of flow may be revised
by amendments of this artiole after submission to the State of the
Agenay's requests with respact to maximum flow capaoities to be

provided in said delivary structures, pursuant to Artiole 10.

wlj



4, Subdivision (a) of Article 16 1s amended to read as
follows:

(a) Iimit on Total of ALl Neximu Annus) Envitlements

The Agenoy's maximum annual entitlement hereunder,

together with the maximum annual entitlements of all other con-
tractors, shall aggregate no more than the minimum projeot yield
as defined herein and in no event more than 4,230,000 acre-feet
of project water.

5. Subdivision (b) of Article 45 1s amended to read as
followat

(b) The State shall provide suffiolent capacity in the
transportation facilities, subjeot to the provisions of Article

17(b), to deliver 1l percent of the Agency's annual entitlement in

esoh of eight and one half months in each year. Subjact to the
foregoing limitation, in scheduling deliveries under Article 12(a)
the State will provide for up to 22 2/3 peroent of the Agenoy s
annual entitlement to be delivered in excess of & rate of 81/3
percent of the annual entitlement pexr month.
6. Article 46 is amended to read as follows:
46, Amendatory Provisions
(a) Surplus Water
Notwithstanding other provisions of this aontract,
surplus water for agricultural and ground water replenishment use
shall be offered to contractors on the following basis, Before

surplus water is sold for other than sgriocultural and ground water

replenishment use, each contraotor shall have the right, aub jeot
to the ability of the State to deliver such water and to the

-5-
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provisions >f the next succeeding paragraph, to oontrest fer
agrioultural and ground water replenishment use for a portion

of the total amount of surplus water availadble in any year, in an
amount which bears the same ratic to the total amount of surplus
water availsble in that year as the sum of the annual entitlements,
sat forth in Table A of this contrect, delivered to the ocontractor
for agricultural and ground water replenishment use during the
preceding thres yeara bears to the total amount of suoh annual
entitlements deliversd for agricultural and ground water replenish-
ment use during the preceding three years of all ocontractors
requesting surplus waters Provided, That if its proportion of
such swrplus water is not required by or onnnot' be deliversd to
any contrector, such amount of additional surplus water shall be
offered to other oontractors for agricultural and ground water
teplenishment use. During the first three ylnx'l in which project
water is delivered to a contractor, the State shall detexmine the
amount of surplus w.ut-r whioh the contractor may obtain dbased on
the contractor's maximum annual entitlement and the estimated
peroentage of its annual entitlement to be delivered for agri-
cultural and ground water replenishment usej but quantities so
determined shall not exceed the oontractor!s annual entitlement
for that year. JYor the purpose of computing the portion of the
surplus water for agricultural and ground water replenishment

use to which each oontractor is entitled, the State shall determine
the amounts of water used for agrioultural and ground water replen-
ishment use by each contractor in each year: Provided, That each

-6-



contractor shall furnish certified copies of suoh records and data
concerning the use of water within its boundaries as the Btate
may requent. .

The provisions of this paragraph shall bs applicable
only to contractors in the San Joagquin Valley Servioce Ares,
contractors in the Southern Californis Service Avea, and oon-
tractors in the Central Cosstal Service Area. Before surplus
water is sold for other than agrioultural and ground water replen-
ishment use, each such contrector shall have the right, subject
to the ability of the State to deliver such water, to contract
for agrioultural and ground water replenishment use in accordance
with the following formula: ocontractors in the San Joaquin Valley
Service Area shall have a right to contract for sixty-nine percent
(69%) of the surplus water available at the Mile 18 Pumping Plant;
contrectors in the Southern California Service Area shall have a
right to contrmot for twenty-nine peroent (29%) of such water;
and oontrecters in the Central Coastal Service Ares shall have
a right to ocontract for two p-nnﬁt (2%) of such water: Rrovided,
That within each of these service aress, each oontraator shall
have the right to oontrast for agrioultural and ground water
replenishment use for a portion of the total amount of surplus
water available to that service area in any year, in w amount
which bears the same ratio to the total amount of surplus water
available to the service area in that year as the sum of the
annual entitlements, set forth in Table A of this contrect,
delivered to the contractor for agricultural and ground water
replenishment use during the preceding three years bears to the

-7-
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total amount of such annual entitlements delivered for agrioul-
tural and ground water replenishment use during the preoeding
three years of all contractors in that service area requesting
surplus water: Provided further, That 1f its proportion of such
surplus water is not required by or cannot be deliverad to any
ocontractor, such amount of additional surplus water shall be
offered to other contractors for agrioultural and ground water
replenishment uss., During the first three years in whioch project
water is deliversd to a contractor, the State shall determine

the amount of surplus water which the oontractor may obtain based
on the contractor's maximus annual entitlement and the estimated
percentage of its annual entitlement to be delivered for agri-
oultural and ground water replenishment use; but quantities so
determined shall not exceed the contractor's annual entitlement
for that year. As used in thia paragraph, "gontractors in the
San Joaquin Service Area" shall mean: Devil's Den Water District,
Dudley Mdge Water District, Empire West Side Irrigation Distriot,
Haciends Water Distrioct, Kern County Water Agency, and Tulare
Lake Basin Water Storage District; "gontractors in the Southern
California Service Area" shall mean: Antelope Valley-East Kern
Water Agenoy, City of West Covina, Coachella Valley County Water
Distriot, Crestline-Lake Arrowhead Water Agency, Desert Water
Agency, Littlerocck Creek Irrigation Distriot, Mojave Water Agenoy,
Palmdale Irrigation District, San Bernardino Valley Munioipal
Water District, San Gabriel Valley Munioipal Water Distriot,

San Gorgonio Pass Water Agenoy, The Metropolitan Water Diatrict
of Southern California, Upper Santa Clara Valley Water Agenoy,

-8-



and Ventura County Flood Oontrol Distriot; "sontractors in the
Centrel Coastal Sexrvice Area" shall mean: San Luls Obispo County
Plood Control and Water Conservation District and Santa Barbara
Oounty Flood Control and Water Conservation District.

The provision of this paragraph shall be applicable only
to & contractor to whioh the delivery of project water for municipsl
use as of 1990 is estimated by the State to be in excess of fifty
peroent (50%) of suoh contractor's maximum annual entitlement.
For the purpose of £ixing such contractor's right to delivery of
surplus water, water from a vatershed not tributary to the
contraator's area which is deliversd within the contractor's
boundaries for agrioultural or ground water replenishment use
shall be deemed te be part of the contractor's annual entitlement
delivered for such use in computing ltho quantity of surplus water
to which the contractor is entitled under this subdivision:
Provided, That the contractor shall not be deemed to have used
more than its annual ontitlmnt'. as sat forth in Table A, for
such use. Surplus water shall be deemed to be used by the con-
traotor for agricultural or ground water replenishment use if an
squal quantity of water imported from a watershed not tributary
to the contractor's area is delivered within the contrastor's
boundaries for such use.

In providing for the delivery of surplus water to
econtractors pursuant 1:6 this subdivision, the State shall refuse
to deliver such surplus water to any contractor to the extent that
the State determines that such delivery would tend to encourage
the development of an economy within the area served by such ocon-
traotor which would be dependent upon the sustained delivery of

-,
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water in excess of the contractor's maximum annual entitlement.
In no svent shall the quantity of surplus water made availadble in
any year prior to 1986 to any contrector under this subdivision
exoeed the difference between its anmual entitlement for that year
and 1ts maximum annual entitiement, exaept that, subjest to
provisions of the immediately preceding sentende, with respect to
any oontractor which under Table A of its oontract is soheduled

to receive its maximum annual entitlement prior to 1978, the
quantity of surplus water msde available in any year prior to 1986
under this subdivision may exoeed such difference by not more than
3,000 acre-feet.

Surplus water for agricultural and ground water replenish-
ment use shall be furnished at prices which will return to the
State the varisble oparation, maintenance, power, and replacement
components of the Delts Wsr Charge and Transportation Charge
incurred in such service of surplus water as determined by the
State. Surplus water delivered under this subdivision shall de
1imited to the quantity of water which can be delivered without
adversely affeoting the reliability, or inoreasing the cost, of
service to meet annual entitlements. A surcharge shall be added
to the rate for surplus water furnished to excess land in an amount
and under the conditions specified in Article 30 of this contract,
Contracts mede pursuant to this subdivision may exceed one year
in duration. |

Exoept as herein modified, the provisions of Article 21
of this contract are hersby confirmed, and all surplus water not
specifically allooated pursuant to this subdivision shall be sold

-10-



under eho provisions of Article 21. Nothing in this subdivision
shall limit the right of the Agenoy to increase its annual entitle~
ments as otherwise provided in this contraot.

As used in this subdivision "ground water replenishment
use”" shall mesn the use of project water exolusively by direct
application to spreading basins, streanbeds, or through other
means of direot artifioial recharge for the pQrposo of replenish-
ing overdrawn ground water basins. -

(v) Surcharge Oredif

Notwithstanding other provisions of this contract,
the State may aliow a credit to each ocontractor not to exceed the
surcharge paid by such contrastor.

For the purpose of this contract, the surcharge credit
shall be determined and applied in the following manner:

(1) The State shall, in each year after the year of
initial water delivery, allow a oredit to the Agency in the
amount of the surcharge forwarded by the Agency to the State
in the preceding year.

{(2) The Agency shall not establish water rates, or
tax or assessment rates, so as to cause the surcharge oraedit to
be passed on to water users in a manner which will bring about
a greater raduction in the cost per acre-foot of projeot water put
to use on excess land than such cost of project water put to use
on other than excess land.

Tnis subdivision 46(b) shall be separable from all other
provisions in this contract, and in the event that any or all of the

provisions of this subdivision are in any manner or to any extent

=11~
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held to be invalid by final judgment or deoree of a oourt of
competent juriadiction, such holding and such invalidity shall
in no way affect the validity of, er make invalid, any other
provision of this contract. '
IN WITNESS WHEREOP, the parties hereto have axeouted

this oontrect on the date first abova written.

Approved as to legal form STATE OF CALIFORNIA
and sufficienoy: DEPARTMENT OF WATER RESOURCES

D, e A Sl

Yirector

Department of Water Resouroces

Approved as to form and UPPER SANTA CLARA VALLEY
exeoution: WATER AGENCY

BP0 eire I Horalon

-12-



STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 3 TO WATER SUPPLY
CONTRACT BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
UPPER SANTA CLARA VALLEY WATER AGENCY

THIS CONTRACT, made this 2lth day of Januafy
1966, pursuant to the provisions of the California Water
Resources Development Bond Act, the State 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 Upper Santa Claré Valley Water Agency,
a public agency in the gtate of California, duly organized,
existing, end acting pursuant to the laws thereof with its
principal place of business in Newhall, California, herein
referred to as the "Agency",

WITNESSETH, That:

WHEREAS, the State is authorized to construct and
operate facllities for the storage and conveyance of water,
certaln of which facllitles will make water available to
the Agency; and

WHEREAS, the State and the Agency have entered into
a water supply contract, dated April 30, 1963, as amended



by Amendment No. 1 dated November 15, 1963, and Amendment No.
2 datedIDecember 22, 1964, providing that the State shall
supply certain quantities of water to the Agency, and pro-
viding that the Agency shall make certain payments to the

State, and setting forth the terms and conditions of such

- supply and such payment; and

26

WHEREAS, the maximum annual entitlements under all
contracts executed by the State do not aggregate the amount of
the minimum project yield as defined in such water supply
contract; and

WHEREAS, the Agency has requested that it become
entitled to a certain amount ~f the uncontracted for portion
of the minimum project yield and the State after considera-
tion of all such requests has determined that the Agency can
best put a portion of the water involved to bteneficial use
within a reasonable period of time; and

WHEREAS, the State and the Agency are desirous of
making certain other changes and additions to such contract,
while otherwise continuing the contract in full force and
effect;

NOW THEREFORE, it i1s mutually agreed that the
follewing changes and additlons are hereby made to the Agency's
water supply contract with the State:

1. Table A of the contract entitled "Annual Entitle-
ments. Upper Santa Clara Valley Water Agency" is amcnded to

read as follows:



i TAEFLE A
Annual Entitlements
Upper Santa Clara Valley Water Agency

Total Annual Amount

Year In Acre-Feet
1 1,600
2 3,700
3 5,700

7,500
5 - 9,500
6 11,400
g 13,400
15, 300
9 17,700

10 20,100

11 22,100

12 24,600

1l : 26,900

1l 29,100

15 30,900

16 32,900

1 35,300

1 : 37,400

19 9,300

20 1,500

And each succeeding
year thereafter, for
the term of this zontract: , 41,500
3. Subdivision (c) of Article 12 is amended to read
as follows:

(¢) Limit on Rate of Delivery to Agency

In no event shall the State be obligated to
deliver water to the Agency through all delivery structures at
a total combined instantaneous rate of flow exceeding seventy-
six (76) cubic feet per second, eicept as this rate eof flow rmay
be revised by amendments of this article after submission to the
State of the Agency's regquests with respect to maximum flow
capacities to be provided in said delivery structures, pursuant

to Article 10.



28

IN WITNESS WHERECF, the parties hereto have executed

this contract on the date first above written.

Approved as to legal form
and sufficliency:

Campa—

C. (o~ ra——
Counsel
Department of Water Resources

Approved as to form and
execution:

-

2 { ' s
,dizzfi:fi; (j ngjiiatflrfféﬁ
Counsel / / /

STATE OF CALIFORNIA
DEPARTMENT OF WATER RESCURCES

By é//k { SO

Director

UPPER SANTA CLARA VALLEY
WATER AGENCY

Ry Py :
276w (o . S
By... 27 e D

President



STATE OF CALIFORNIA
- THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. % TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA

pPERAERUBAT 0% HATER, RESQURGES \A¥Rcy

THIS CONTRACT, made this3/srday of Decewber; 1969,
pursuant to the provisions of the California Water Resources
Development Bond Act, the State Centrﬁl 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 Upper 3antx
“lara Yalley Water Agency,
herein referred to as the "Agency";

WITNESSETH,IThnt |

WHEREAS, the Stats and the Agency have entered into and
subsequently amended a watel supply contract providing that the
State will supply certain quantities of water to the Agency, and
providing that the Agency shall make certain payments to the Stats,
and setting forth the terms and conditions of auch supply and such
payment; and ' '

WHEREAS, Article'22(b) of such water supply contract pro-
vides that for each year through the year 1969 the Delta Water
Charge shall be the product of $3.50 and the Agency's annual entitle-
ment for the respective year and that beginuing in the year 1970, “he
Delta Water Charge shﬁll be the sum of the capital cost component,

minimum operation, maintenance, power and rerlacement component, and
29



30

variable operation, maintenance, power and replacement component com-
puted in accordancn with Articles 22(c) and (d) of the water supply
contract; and .

WHEREAS, Articles 22(e) and (g) of such. water supply con-
tract provide that the Delte Water Charge as computed in accordance
with Articles 22(c) and (d) shall jnclude all projected costs of
additional project and supplemental conservation facilities com-
mencing in the years in which the State first lncurs capital costs
for such facilities after the facilitles are authorized; and *

WHEREAS, the parties desire that all water supply contracts
be amended to postpone inclusion of the projected costs of any
authorized additional project and supplemental conservation facilities
in the computation of the Delta Weter Charge until after the year
1970 and to fix the rate for computing the Delta Water Charge for
the year 1970 at $6.65; and

WHEREAS, the payments to pe made by the Agency to the State
include interest calculated at the "project interest rate" defined
in Article 1(r) of such water supply contract to mean the weighted
average of the interest rates peid by the State on bonds issued -
under the Water Resources Development Bond Act (Bond Act) disregarding
premiums received on the sale of guch bonds; and

WHEREAS, the underlying assumptlon upon which the 'project
interest rate'was established was that all of the initial facilities
of the State Water Resources Development System (Project) would be
financed principally with proceeds of bonds issued under the Bond
Act or from other sources on which the interest rate would not exceed
that of the bonds issued under the Bond Act; and

WHEREAS, the State already has financed the Oroville-



Thermalito power facilities through Central Valley Project Revenue
Bonds and may ‘#inance other portions of the prodect facilities
through additional revenue bond issues, bonds issued under other
authority granted by the Legislatdre or the voters, bonds issued by -
othoi state agancieu;'advances_rrom contractors, and other methods
under which the financing costs relate to interest rates that may
exceed the interest rate of the bonds 4gsued under the Bond Act; and
WHEREAS, either the 8tate or contractors making advances
to the State may be subject to interest rates, or other financing
costs that relate to interest rates, which will be greater than the
"project interest rate" as presently defined in the contracts; and
WHEREAS, the parties desire that (1) the interest costs
hereafter incurred by or on behalf of the State in financing the
construction of project facilitles by means -other than the use of
moneys provided under the Bond Act will be reflected in appropriate
adjustments of the 'project interest ratd' (excepting the interest
costs incurred for the Central Valley Project Revenue Bonds issued
prior to the date of this amendment); (2) appropriate credit will
be given to any contractor having made an advance of funds to the
State corresponding to the bond sarvice obligation payable by such
contractor by reason of such advance or 1f bonds were not used to
obtain funds for such advance, then to-the net interest coat which
would have resulted if the contractor had sold bonds for the purpose
of funding the advance; and (3) if any eoﬁrces of funds other than
those provided under the Bond Act are employed to finance the con-
struction of specific project facilitles and the interest or other
costs of such financing are greater than the cost would have been

1f bonds issued under the Bond Act had been used, appropriate
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adjustments to the charges to contractors will be made with respect
to such facilities so that the charges to contractors taking water
through reaches which include such facilities will be the same
after such adjustments as such charges would‘have been if such
facilities had been financed by the use of proceeds of bonds issued
under the Bond Act, axcept insofar as the "project 1nterestnrate"
has been adjusted pursuant to (1) in this recital:

NOW THEREFORE, it i1s mutually agreed that the following
changes and additions are hereby made to the Agency's water supply
contract with the State: |

1. Subdivision (b) of Article 22 is amended to read as
follows:

For each contractor receiving project water in any year
through December 31, 1969, the Delta Water Charge shall be the
proddct of $3.50 and the contractor's annual entitlement to project
water 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 entitlement to project water
for that year. The $6.65 rate for the year 1970 shall consist of &
capital cost component of $5.04 and a minimum operation, maintenance,
power and replacement component of $1.61, After Decemﬁer 31, 1970,
the Delta Water Charge shall consist and be the sum of the following
components as these are computed in accordance with subdivisions (c)
and (d) of this article: a capital cost component; a minimum
operation, maintenance, power and replacement component; and a
variable operation, maintenance, power and replacement component,

2. Subdivision (r) of Article 1 is amended to read as

follows:
32



"Project interest rate" shall mean the weighted average
interest rate of (1) through (6) below computed by dividing (1) the
total interest cost required to be paid or cradited by the State

during the life of the indebtedness or advance by (ii) the total of

the products of the various principel amounts and the respective

terms in years of all such amounts:

(1)

(2)

(3)

(¥)

(5)

(6)

general obligation bonds issued by the

State under the Bond Act,

revenue bonds issued by the State under

the Central Valley Project Act after

Mey 1, 1969:

bonds 1issued by the State under any other
authority granted by the Legislature or

the voters,

bonds issued by any agency, district, political
subdivision, public corporation, or non-
profit corporation of this State,

funds advanced by any contractor without

the actual incurring of bonded debt therefor,
for which the net interest cost and terms
shall be those which would have resulted if
the contractor had sold bonds for the pur-
pose of funding the advancé, as determined
by the State, and

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 fute

earned over the period of such borrowing
33



by moneys in the Pooled Money Investment

Account of such Treasury invested in |

securities,
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 consqrvggion
facilities, and the supplemental conservation facilities (except
advances for delivery structures, measuring devices and excess
capacity) and without regard to any premiums received on the sale of
bonds under item (1) above. The "project interest rate" shall be
computed as a decimal fraction to five places.

3, Subdivision (f) of Article 17 is added to the contract

to read as follows:

(£) Adjustments Due to Supplemental Financing Costs
(1) If a contractor, with approval of the State,

advances funds to the State to assist the State in financing con-
struction of project facilities (not including delivery structures,
measuring devices and excess capacity), such advance shall be
amortized by means of annual credits to the contractor having made
such advence of funds to the State, with such credits being equal to
the actual bond service obligations payable by such contractor by
reason of such advance or, if no bonded debt was incurred, then such
credits shall be sufficient to cover the repayment of principel and
{nterest costs which would have resulted if the contractor had sold
vonds for the purpose of funding the advance as determined by the
State.

(2) 1If, after May 1, 1969, any source of funds
other than those provided by the Bond Act is employed to finance

34



construction of qpeciric project facilities, any additional costs
incurred__ because of suph financing will not be charged to the

contractors, except for adjustments to the "project interest rate",

Approved as to legal form and STATE OF CALIFORNIA
sufficiency: ‘ THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

) —

Ehief"d%unsel B ’z" 'é%recior

Department of Water Resources
P. 0. Box 388
Sacramento, California

Approved as to form and UFPER SAITTA CLARA VALLEY

execut Lon: WATER AGENCY
o 2 A

f \."(
By\, .z € O e Sr g (A /
Tourse) “Pres T ’
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STATE OF CALIFORNIA
_ THE RESOUASCES AGENCY
DEPARTMENT OF WATER RESOURCES

-

AMENDMENT NO, 5 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
CASTAIC LAKE WATER AGENCY

THIS CONTRACT, made this 31st day of December ’ }970,
pursuant to the provisions of the California Water Resources
Development Bond Act, the State 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 Castalc Lake
water Agenoy,
heréin referred to as the "pgency";

WITNESSETH, That

WHEREAS, the State and the Agency have entered inio and
subsequently amended a water supply contract providing that the
State will supply certain quantities of water to the Agency, and
providing that the Agency shall make certain payments to the State,
and setting forth the texms and conditions of such supply and such
payment; and

WHEREAS, Article 22(b) of such water supply contract, as
amended, provides that for each year through the jyear 1969 the
Delta Water Charge shall be the product of $3.50 and the Agency's
annual entitlement for the respective year, that for the year 1970
the Delta Water Charge shall be the product of $6.65 and the Agency’

annual entitlement for that year, and that beginning in the year



14

1971 the Delta Water Charge shall be the sum of the capital cost
component, minimum operation, mg@ntenance, power and replacement
component, and variable operation, malntenance, power and replace-
ment component computed in accordance with Articles 22(c) and (4)
of the water supply contract; and : ,

WHEREAS, Articles 22(e) and (g) of such water supply con-
tract provide that the Delta Water Charge as computed in accordance
with Art:.cles 22(c¢) and (d) shall include all projected costs of
additional project and supplemental conservation facilities com-
mencing in the years in which the State first incurs capital costs
for such facilities after the facilitles are authorized; and

WHEREAS, the parties desire that all water supply con-
tracts be amended to postpone inclusion of the projected costs of
any authorized additional project and supplemental conservation
facilities in the computation of the Delta Water Charge until after
the year 1671 and to fix the rate for computing the Delta Water
Charge for the year 1971 at $7.24;

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:

1. Subdivision (b) of Article 22 is amended to read as
follows:

For each contractor receiving pfoject water 1ln any year
through December 31, 1969, the Delta Water Charge shall be the
product of $3.50 and the contractor's annual entitlement to project
water for the respective year. For each contractor receiving

project water in the year 1970, the Delta Water Charge shall be the
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‘product of $6.65 and the contractor's annual entitlement to project

3g

water for that year. The $5.05 rate for the year 1970 shall consist
of a capital cost component of $5.04 and a minimum operation,
maintenance, power and replacement component o. $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 entitlement to project water for that year. The $7.24 rate
for the year 1971 shall consiet oi & capital cost component of
$5.44 and a minimum operation, maintenance, power and replacement
component of $1.80. After December 31, 1971, the Delta Water
Charge shall consist and be the sum of the following components

as these are computed in accordance with subdivisions (c) and (4)
of this article: a capital cost component; a minimum operation,
maintenance, power and replacement component; and a variable

operat.ion, malntenance, power and replacement component.

Approved as to legal form and STATE OF CALIFORNIA
sufficiency: . THE RESOURCES AGENCY
; DEPARTMENT OF WATER RESOURCES

- 7 g o .
g CCL ) (v gy 7¢Z Zg‘.ﬁ.mé'déc
hi Counsel irector
Department of Water Resources

P. 0. Box 388
Sacramento, California

Lpprosed as to form and CAUTLIC LAXE WATER AQGENCY
Exec \tion s
\ 2
By(fc’zcaffﬁﬁi'

~Counsey



STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 6 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
CASTAIC LAKE WATER AGENCY

THIS CONTRACT, made this 27th d;y of December, 1971,
pursuant to the provisions of the California Water Resources
Development Bond Act, the State 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 Castaic
. 'Lake Water Agency, herein referred to as the "Agency";

WITNESSETH, That: | '

WHEgEAS, the State and the Agency have entered into and
subsequently amended a water supply contract providing that the
State will 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 aﬂd such
payment; and '

WHEREAS, Article 22(b) of such water supply contract,
as amended, provides that for each year through the year 1969 the
Delta Water Charge shall be the product of.$3.50 and the Agency's
annual entitlement for the respective year, that for the year

1970 the Delta Water Charge shall be the product of $6.65 and the
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Agency's annual entitlement for that yenr, t\a* for the year
1971 the Delta Water Charge shall be thc procuut of $7.24 and
the Agency's annual enpitlemcn for tbat year, and that
beginning in the year.1972 the Delta Water Charge shall be the
sum of the capital cost component, minimum operation, malnte-
nance, powver and replacenent cdmpbnent, and variable operatlon,
maintenance, power and replacement component computed in
accordance with Articles22(c) and (d) of the water supply
contract; and

WHEREAS, Articles 22(e) and (g) of such water supply
contract provide that the Delta Watev Charge as computed in
accordance with Articles 22(c) and (d) shall include all
projected ecosts of additibnal project and supplemental conserva-
tion facilities commencing in the years in which the State first
incurs capital costs for such facilities after the facilities
are authorized; and

WHEREAS, the parties desire that all water supply con-
tracts be amended to postpone inclusion of the projected costs
of any authorized additional project and supplemental conservea-
tion facilities in the computation of the Delta Water Ch;rge
until the happening of certain events;

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:

1. Subdivision (e) of Article 22 is amended to read
as follows°

Prior to the time that additional project conservatio

facilities or supplemental conservation facilities are constructea,
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the Delta Water Charge shall be detv.min :d on +Hg bauis wf an
ollocation to project purposes, hy thc Jgpurao;: cost r;muining
benefits method, of all actual and projected costs of all those
initial project conservation facilitles located ln and §bove
the Delta, and upon an allocation to the purposes of wate; !
conservation and water transportatlon, by the proportiona»e use
of facilities method, of all actual and projected costs of the
.rollowing project facilities located below the Delta: The
aqueduct intake facllities at the Delta, Pumpiné Plant I (Delta
Pumping Plant), the aqueduct from the Delta to San Luis Forebay
(O'Neill Forebay), San Luls Forebay (0'Neill Forebay), and
San Luis Reservoir: Provided, That all of the actual and
projected costs properly chargeable %o the generation and trans-
mission of electrical energy in connection with operation of
ﬁroject conservation facilities shall be allocated to the purpose
of water conservation in, above, and below the Delta: Provided
further, That allocations to- purposes the cost of which are to be
paid by the United States shall be as determined by the United
States. ‘

Commencing in the year in which the State first awards
a major construction contract for construction of a major feature
of additional project conservation facilities, or first commences
payments under a contract with a.federal agency in the event a
major feature of additional project conservation facilities is
constructed by such federal agency under an agreement requiring
the State to pay all or part of the costs of such construction,

the Delta Water Charge shall be determined on the basis of the
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foregoing allocations and upon an allocation to projcet purposes, -

by the scparsble costs-remaining benefits method and subject to
the foregoing provisos, of all projected costs of such feature
of the additional project conservation facilities: Provided,
That if the agreement with such federal agency allows répayment
of costs of & portion of a facility to be deferred, the associ-

ated costs of such portion shall be excluded from the Delta Water

-Charge computations until repayment of sﬁch deferred costs or

interest thereon is commenced by the State: Provided further,

That all costs of additional project conservation facilities
incurred prior to the award of a major construction contract,
shall be included in the Delta Water Charge computations in thg
yea} in which they are incurred.

2. Subdivision (g) of Article 22 is amended to read
as follows:

Upon the construction of the supplemental conservation
facilities, the Delta Water Charge shall be paid by all con-
tractors for subplemental water, as well as by contractors for

project water, and, together with revenues derived from the

-sale or other disposal of electrical energy generated in

connection w;th operation of project conservation facilities and

supplemental conservation facilities, shall return to the State,

- in addition to those costs of the project conservation facilities

allocated to the purpose of water conservatién, in, above, and
below the Delta pursuant to subdivision (e) of this article,
all costs of such supplemental conservation facilities, including

capital, operation, maintenance, power, and replacement costs

)



which;&ré allocated to the purp?se of water conservation, in,
above, and below the Deltla pursﬁant hereto. Commencing in
the year in which thg state first awvards a major construction
contract for constructibn of a ﬁa;or»featgre of any supple-
mental conservation facllities, or‘first commences paymenﬁé
under a contract with a federal egency ih the event a méjor
feature of supplemental conservation facilities is constrﬁcted
'by such federal agency under an agreement requiring the State
to pay all or part of the costs of such constrﬁétion,.the Delta
Water Charge shall be determined on the ﬁasis of the allocations
mede pursuant to subdivision (e) of this article, and upon &n
allocation to project purposes, by the separable costs~-remaining
benefits method and subject to provfsos corresponding to those
contained in said subdivision (e), of all projected costs of
;uch feature of the supplemental congervation facilities.
Commencing in the same year, the computation of the rates to
Selused in determining the components of the Delta Water Charge
shall include the annual enﬁitlements to water under all contracts
for supplemental water. If the repayment period of any bonds
sold to construct supplemental conservation faéilities or the
repayment period under any égreeﬁent with a federal agency for
repayment of the costs of supplemental congervation facilities
constructed by such fgderal agenéy extends beyond the repayment
period of the contract, the Delta Water Charge shall be determined
and redetermined on the baals of such extended repayment period
as the State determines to be appropriate: Provided, That if

the agreement with such federal agency allows repayment of costs
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of a portion of a facility to be deferred, the asaociated costs
of such portion shall be exciuded froix the Delta Water Charge
computations until repeyment of such deferred costs or interest
thereon is commenced by the State.

IN WITNESS WHEREOF, the parties hereto have executed

this contract on the date first above written.

Approved as to legal form STATE OF CAiIFORNIA

end sufficliency: DEPARTMENT OF WATER RESOURCES
£ 7o |
By ’ ( O By 722%.4@.-«?@ )
[} oungel rector

Department of Water Resources

CASTAIC LAKE WATER AGENCY

-
By &

(Title) [, 4,



STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

N0, 7 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
CASTAIC LAKE WATER AGENCY

THIS CONTRACT, made as of the 15th day of October,
1972, pursugnt to the provisions of the California Water Resources
Development Bond Act, the State 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 Castaic
Lake Water Agency, herein referred to &s the "Agency";

WITNESSETH, That:

NHEREAS, the State and the Agency have entered into and
Qﬁbbequently amended a water supply contract, dated April 30,
1963 (herein referred to as the "Amended Contract") providing
that the State shall supply certain quantities of water to the
‘Agency, and that the Agency shall make certain payments to the
State, and setting forth the terms and conditions of such supply
and such payment; and -

' WHEREAS, the Amended Contract provides for a surcharge
equivalent to the power credit per acre-foot of water to be
charged to water users, other Fhan the United States or the State
of California, for each acre-foot of project water determined to
have been put to agricultural or manﬁfacturiﬁg uses on excess

land, for collection by the Agency either itself or through &
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retall agency or another agency, for payment to the State of
such surcharge, and for the allowance, on speclfied terms and
conditions, of the amount of such suréharge as ivcredifﬁfd thg
Agency; and | . |

WHEREAS, the Amended Contract establishes the power
credit per aére-foot of water as two dollars unfil alllof:the¢
facilities for generation of electrical energy in connection
with operation of initial project conservation facilities are
installed and in operation, and provides for a redetermination
of such credit thereafter to reflect accurately increases or
decreases from year to year in the power credit; and

WHEREAS, the provisions of the Amended Contract pro-
viding for or related to the power credit, surcharge and sur-
charge credit have been suspended as to water deliveries during
the years prior to 1972 pending redetermination of the power
credit end a reevaluation of the merits of such contract pro-
visions; and

WHEREAS, estimates indicate that the power credit will
be relatively negligible in amount and that administrative costs
associated with the power credit, surcharge and surcharge credit
provisions will be excessively bur@ensome to the State, the
Agency and its water users; and

YWHEREAS, the ﬁower credit, surcharge and surcharge
credit provisions rest on unclear, confused or mistaken premises
and should no longer be retained;

NOW, THEREFORE, it is mutually agreed as follows:.

‘There are hereby deleted rrom.the Amended Contract the
following: |



1. Article 30 entitled "Surcharge for Project Water

Used on Excess Land". _

2. The next-to-the-last sentence of the fifth paragraph
of subdivision (a) of Article 46, entitled "Surplus Water", which
gentence reads as follows: | |

"A aurch@rge shall bé added to the rate for surplus
water furnished to excess 1and in an amount and under
the conditicns specified in Article 30 of this contract".

3, Subdivision (b) of Article 46 entitled "Surcharge
_Credit". |
IN WITNESS WHEREOF, the parties hereto have executed

this contract amendment on the date first above written.

Approved as to legal form STATE OF CALIFORNIA
and sufficiency: DEPARTMENT OF WATER RESOURCES
G '
: . WYy r——m—" 4292. :
By ¢ e By W wilbo
e? counsel Pirector

. Department of water Resources

Attgst: CASTAIC LAKE WATER AGENCY

7 ;/// s
By : By ;.‘:L"’/_A;‘;’Zj"f”.’?.’-;///g
(T:ltle\ (Title) ,7'1-'._;.4_ g

Approved as\ to form
and execution:

By

(Title) \
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STATE OF CALIIORNIA
THE RESCURCES AGENCY
DEPARTMENT CF WATER RESOURCES

AMENDMENT NO, 8 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMEWT OF WATER RESOURCES AND
CASTAIC LAKE WATER AGENCY

THIS CONTRACT, made this 20% aay or Jucemdss, 1972,
pursuant to the.provisions of the California Water Resources
Development Bond Act, the State Central Valley ProJect Act, and
ofher 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
castaic Lake Water Agency, herein referred to as the "Agency";

WITNESSETH, That: |

WHEREAS, the State and the Agency have entered into
and subsequently amended a water supply contract providing that
the State will 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 payment; and

WHEREAS, Article 28 of such water supply contract
provides that the State shall redetermine the annual amounts of
the Transportation Charge in order that the charges tojthe
Agency may accurately reflect increases or decreases from year
to year in projected costs, outstanding reimbursable indebtedness

of the State, annual entitlemsnts, estimated deliveries, project



interest ;ate, andvali other factors which are deté}minative
of such charges; and

WHEREAS, Article 28 aléo provides that each such
redetermination shall include an adJustment'of the components
of the Transportation Charge to be paid by the Agency for
succeeding years which shall account for differences, 1if any,
between projections ﬁsed by the State in determining the
amounts of such components for all preceding years and actual
costs incurred b; the State during such years, but does not
specify the computaticnal detaiis or the method of payment of
such adjustments; and

WHEREAS, the State has been including such adjustments
as "one-shot" credits or additional charges to be subtracted
from or added to the Transportation Charge to be paid by the
Agency in the year following the redetermination; and

WHEREAS, the magnitude of such adjustments together
with changes in other determinants of charges may be significantly
different in comparison with the amounts projected by the State
under previous determinations and could impair the planned fiscal
operations of the Agency, depending on the method of payment,
and the parties desire to amend the contract to provide a method
of amortizing the payment of the amounts of such differences
.over two or more years, depending on the magnitude of thé
differences; and

WHEREAS, bookkeeping will be simplified if the amorti-

zation of the payments of the amounts of such differences is
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reflected solely in the capltal cost component of the’Trans-
portation Charge; and ' 1

WHEREAS, the method of payment should apply regard1ess
of whether the adjustments terd to increase or to decrease the
Transportation Charge;

NOW THEREFORE, it is mutually agreed that effective

~January 1, 1973, Article 28 of the Agency's Water Supply Contract

with the State is amended to read as follows:
28. Transportation Charge - Redetermination

(a) Determinative Factors Subject to Retro-
active Change

The State shall redetermine the values and
amounts set forth in Tables B, C, D, E, F, and.G of this contract
in the year following the year in which the State commences con-
struction of the project transportation facilities and each year
thereafter in order that the Transportation Charge to the Agency
and the components'théreof may accurately reflec§ the lncreases
or decreaSes from year to year in projected costs, outstanding
reimbursable indebtedness of the State incurred to construct the
project transportation facilities described in Table I of this
contract, annual entitlements, estimated deliveries, project
interest rate, and all other factors which are determinative of
such charges. In additidn, each such redetermination shall
include an adjustment of the components of the Transpoftation
Charge to be paid by the Agency for succeeding years ﬁhich shall
account for the differences, if any, between those factors used
by the State in determining the amounts of such components for

all preceding years and the factors as then currently known by
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the State. Such adjustment shall be computed by the State
and paid by the Agency or credited to the Agency's account in

the manner described in (b) and (e) below.

(b) Adjustment: Transportation Charge-Capital
ost_component

Adjustments for prior underpayments or
overpayments of the capital cost component of the Transportation
Charge to the Agency, together with accrued interest charges
or credits thereon computed at the then current project interest
rate on the amount of the underpayment or overpaymeﬁt and conm-
pounded annually for the number of years from the year the
underpayment or overpayment occurred to and including the year
following the redetermination, shall bde paid in the year follow-
ing the redetermination: Provided, That the Agency may elect

to exercise the option whereby when the redetermined Transporta-

tion Charge for the following year, with adjustments, including
adjustments of the oﬁeration, maintenance; power, and replace-
ment components provided for in subdivision (c) of this artlcle,
ig more or less than the l1ast estimate of the Charge provided
pursuant to Article 27 for the corresponding year, without
adjustments, an amount equal to the total of such difference
shall be deducted from or‘added to the adjusted capital cost
component for that year ﬁnd paid or credited in accordance with
the followilng schedule: |

Percent that Transportation Period, in years, for

Charge differs from last amortizing the difference
estimate (+ or -) in indicated charge
for 10% or less no amortization
more than 10%, but not more than 20% 2
more than 20%, but not more than 30% 3
more than 30%, but not more than 40% b
more than 40%. 5
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Such payments or credits shall be in equal semi-anrnual amounts
of principal and intérést on or before the lst da&uéf iénuary
and the lst day of July, with interest computed at the project
interest rate and compounded annually, during vqr&iﬁg amortiza-
tion periods as set forth in the preceding schedule: Provided,
That for the purpose of determining the above differences in

the Transportation Charge, the variable operation, maintenance,
power, and replacement component shall be computed on the basis
of the same estimated project water deliveries as was assumed in

computing pursuant to Article 26(c).

(e) Adsustment: Transportation Charge-Minimum
. an ariaple Components

One-twelfth of the adjustments for prior

underpayments or overpayments of the Agency's minimum and
variable operation, power, and replacement components for each
year shall be added or credited to the corresponding ccmponenté
to be pald in the corresponding month of the year following the
redetermination, togéther with accrued interest charges or
credits thereon computed at the then current project interest
rate on the amount of the underpayment or overpayment and
compounded annually for the number of years from the year the
underpayment or overpayment occurred to and including the year
following the redetermination.

(d) Exercise of Option

The option provided for in subdivision (b)
above shall be exercised in writing on or before the January 1

due date of the first payment of the capital cost component of



the Transportation Charge for the year in which the option is

to become effective.

Such option, once having been exercised,
shall, be appliable Ebr all of the remaining years of the
project repayment period.

. IN WITNESS WHEREOF, the parties hereto have executed

this contract on the date first above written.

Approved as to legal form STATE OF CALIFORNIA
and sufficlency: DEPARTMENT OF WATER RESOURCES

¥ /’- )
By s C’ ‘ By ' A7 xd-:_g_.@z.‘
Chief\Counsel ; ﬁ%rec%or

Department of Water Resources

Attest: CASTAIC LAKE WATER AGENCY

BYgégzﬁ%iggg: é;;g:%%é;agﬁg By( :gigﬁf 4££f;§f;:<z;2¢<h
Title) Mw% 7

( (Title) / P
A e
T eLLe™

Approved as to form
and execution:

i‘--'u-----'../... - K :- ":.' .
/ /' .
(Title) Counsel
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-STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO, 9 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA :
DEPARTMENT OF WATER RESOURCES AND
CASTAIC LAKE WATER AGENCY

THIS CONTRACT, made this 23rd day of February, 1973,
pursuant to the provisions of the California Water Resources
Development Bond Act, the State Ceﬂtral Valley Project Act, and
other applicable laws of the State of California, between tne
State of Caiifornia, acting by and through its Department of
Water Resources, herein referred t6 as the "State'", and Castaic
Lake Water Agency, herein referred to as the "Agency";

WITNESSETH, That: ‘

WHEREAS, the State and the Agency have entered into
end subsequently amended a water supply contract providing that
the State will supply certain quan;itiés 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 payment; and

WHEREAS, the annual entitlement for the first year
(1972) of water deliveries under the Agency's contract is 1,600
acra-feet; and | .

WHEREAS, certain of the project facilities necessary to
comzence initial desliveries of project water to the Agency were

not completed in sufficient time to allow the Agency to take
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delivery of all of its annual entitlement for 1972 on & reasonable
schedule; and

WHEREAS, the State has developed a proposed adjustment
of the Agency's 1972 entitlement taking into consideration the
monthly distridbution of 1972 project water deliveries as requested
in its five-year delivery schedule subamitted to the State in 1967;
and |

WHEREAS, the Aéency has requested that its annual
entitlement for the first year of water deliveries be decreased
accordingly; and

WHEREAS, the State has determined that a decrease from
1,600 acre-feet to 1,236 acre-feet is justified and that allowing
such a decrease in the quncy's 1972 annual entitlement will not
impair the financial feasibility of the project facilities;

NOW THEREFORE, it is mutually agreed as follows:

Table A eﬂtitled "Annual Entitlements Castaic Lake
Water Agency" is amended to read as follows:

TABLE A

ANNUAL ENTITLZMENTS
CASTAIC LAKE WATER AGENCY

Year Total Annual Amount
in acre-feet

1,236
3,700
5,700
7,500
. 9,500
11,5400
13,400
15, 300
17,700
10 20,100
11 22,100
12 24,600
13 26,900

55




14
15

13

And each succeeding year
thereafter, for the term
of this contract:

41,500

IN WITNESS WHEREOF, the parties hereto have executed

this contract amendment on the date first above written.

Approved as to legal form
and sufficiency:

—

By
e ounse.l
Department of Water Resources

56

STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

By ?ﬂ/éaué& ’

DPirector

CASTAIC LAKE WATER AGENCY

,,,/,éé; 7

(Title) ﬂu s~




STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 10 TO WATER SUPPLY CONTRACT
: BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
CASTAIC LAKE WATER AGENCY

THIS CONTRACT, made as of the 28th day of August,
1974, pursuant to the provisions of the California Water Resources
Development Bond Act, the State Central Valley Project Act, and
other applicabiellaws 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 Castaic Lake
Water Agency, herein referred to as the "Agency";

" WITNESSETH, That:

ﬂHEREﬁS, the State and the Agenc& entered into a
contract whereby the State ﬂiil deliver and the Agency will pur-
chase a supplonr water to be made available from project facili-
ties constructed by the State; and

WHEREAS, the State and the Agency included in such
contract a subarticle, hereinafter referred to as fhe agricultural
and ground water replenishment provision, which entitles the
Agency to obtain from the State a supply of surplus water for
agriculturel and ground water replenishment use when available;
and

'WHEREAS, Article 21 of such céntract also provides for
the sale by the State of a sﬁpply of surplus ﬁatef when available;

and
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WHEREAS, the State and the Agency desire to amend the
provisions of such contract related to the sale and"purchgse:or;
surplus water; . n 2 i

NOH; THEREFQRE, it 1s mutually agreed as follows:

1. Subdivision (a) of Articl@ 46 of the Agency's water
supply contract is deleted.

2. Article 21 of the Agency's water supply contract is
amended to read as follows: ‘

21. Sale of Surplus Water.

(a) Definitions. When used in this article:

(1) "Noncontractor" shall mean a person or
entity that is not a contractor as that term is defined in Article
1 of this contract.

(2) "Surplus water" shell mean water which can
be furnished to contractors and noncontractors, subject to the
proéisions of Article 1l4(a) of this contract, without interfering
with:

(1) The delivery of annual entitlements
of all contractors as specified in Table A and the meeting of the
quality criteria of Article 19 of their respective water supply
contracts including any modifications of Table A pursuant to
Articles 7(a), 12(a), 14(v), 18(v), or 1B(c) of the water supply

contracts or to any other provisions in such contracts which permit

changes in the delivery of annual entitlements;
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(11) The furnishing of water required for
use in construction of the System or in exchange for local water

used in construction of the Systenm;



(111) Operational requirements regarding
recreation and fish and wildlife uses;
| | " (1v) Generation of pover by the System
or turnishing of proJect water required by power contracts;

(v) The exchange of water and the filling,
retention, and rclease of storage in System reservoirs necessary
for operational flexibvility and to meet the requirements of
paragraphs (1) through (iv) of this subdivision.

(vi) Losses of water due to evaporation,
1gdkage, seepage, or other causes to meet the requirements of
peragraphs (1) through (v) of this subdivision,

(3) "Ground water replenishment use" shall
mean the use of project water exclusively for recharge of gfound
water basins by direct application to spreading basins, streambeds,
or through other means of direct artificial recharge.

(4). "Contractors in the San Joaquin Service
Area" shall mean those contractors which are furnished water
through delivery structures from the California Aqueduct between
Dos Amigos Pumping Plant and the South Portal of the Carley V.
Porter Tunnel and from the Coastal Branch, California Aqueduct,
from its junction with the california Aqueduct to the site for
Devil's Den Pumping Plant. ‘

(5) "Contractors in the Southern Callfornia
Service Area" shall mean contractors for which water is delivered
from the California Aqueduct downstream from the South Portal of
the Carley V. Porter Tunnel.
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(6) "Contractors in the Central.Coastal Service
Area" shall mean ccntractors for which wate;\is de;ivered from the \
Coastal Branch, California Aqueduct, do;nstream from the site for
‘Devil's Den Pumping Plant. S

(7) “Deferred entitlement” shall meapvthose:
portions of annual entitlements to project water deferred in |
accordance with Article 7(e) of the contract with Alameda gounty
Flood Control and Water Conservation District, Zone 7, Article 7(e)
of the contract with Alameda County Water Distriet, Article 7(e) ‘
of the contract with Santa Clara Valley Water District, Article
45(f) of the contract with Empire West Side Irrigation District,
Article 45(e) of the contract with Hacienda Water District,
Article 45(f) of the contract with County of Kings, Article 45(e)
of the contract with Oak Flat Water Diatrict, and Article 45(e) of
the contract with Tulara Lake Basin Water Storage District.

(b) Priorities. The State shall furnish surplus

water in accordance with the rdllowing priorities:
(1) Pirst, to contractors for agricultural use B
or for ground water replenishment use.
| (2) Second, to contractors for other uses.
(3) Third, to noncontractors for any b;nericial
use. |
~ These nriority groups shall be referred to as first priority,
second priority, and thir priority respectively.

(¢) Reductions in Requested Deliveries. If requests

for surplus water cannot be met, the following reductions in requested

deliveries shall be made: )



(1) First, the quantity 6f surplus water to be
delivered to noncontractors shall be 1imited to the guantity aveil-.
able in excess of the requests under the first priority and the
second priority. ' '

| (2) Second, if there 1s not sufficient surplus
water in excess of the requests under the first priority to meet
the requests of contractors under the second priority, the guantity
of water to be delivéred under the second priority shall be limited
to the quantity available i{n excess of the requests under the first
priority end that quantity shall be apportioned in proportion to
the amounts of the contrectors' current annual entitlements that
are to be used for purposes other than agricultural and ground
watér replenishment uses as deterhined by the State. If any con-
tractor decides not to use the surplus water availeble to it under
this provision, such surplus water shall be offered on a similar
basis to other contractors for such uses.

(3) If there is not sufficient surplus water
to meet the requests of contractors under the first priority, the
quantity of water to be delivered under that priority shall be
1imited to the quantity avallable, and such quantity shall be
apportioned to areas upstream and downstreem from Dos Amigos Punping
Plant in proportion to the contractors! current annual entitlements
that are to be used in such areas for agricultural and ground water
replenishment purposes as determined by the State. The quantity of
such water available upstream from Dos Amigos Pumping Plant shall
be apportioned to contractors upstream from Dos Amigos Pumping Plant
in proportioh to the amounts of the contractors'! current ennual
entitlements that are to be used for agriculturgl and ground water
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replenishment purposes as determined by the State, "If any such
contractor decides not to use the surplus water available to 1€}
such surplus water shall first be offered on a simiiar basis to

other contractors upstream from Dos Amigos Pumping Plant and

-second offered to contractors downstream from Dos Amigos Pumping

Plant. The quantity of surplus water available at Dos Aﬁigos
Pumping Plant for delivery to contractors downstream from that
plant shall be apportioned 69 percent to the¢ San Joaquin Service
Area, 29 percent to the Southern California Service Area, and

2 percent to the Central Coastal Service Area. Within each such
service area, surplus water shall be apportioned to contractors in
proportion to the amounts of the contractors' current annual
entitlements that are to be used for agricultural and ground water
replenishment purposes .as determined by the State. If any such
contractor decides not to use the surplus wqtér available to 1it,
such surplus water, on a similar basis, shall first be offered to
other contractors in such service aree and second offered to con-
tractors in the other such service areas.

() Schedules. On or before October 1 of each year,
concurrently with the schedule submitted pursuant to the provisions
of Article 12, the contraétor shall submit in writing to the State
a preliminary water delivery schedule, indicating the desired

~amounts of surplus water for each month of the subsequent six-year
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period beginning January 1 of the next sﬁcceeding year, The last
rivé years of this preliminary surplus water delivery schedule
shall be used by the State for planning and operations studies. If
a contractor commits itself.in writing at the time it submits its

October 1 schedule to guarantee payment of the cost of power require.
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in the judgment of the State to furnish surplus water to it, the
qontractor shall have a prior right tq'have such power utilized
ror.rurnishiné surplus water otherwise available to it pursuant
to this article at a cost no higher than that which the State is
obligated to pay at the time it orders such power, but it shall
have no greater right or priority to receive surplus water. A
contractor's commitment may be for any part of the six-year period
of its schedule, and the contractor will become bound by such
commitment and become entitled to the prior right provided for in
the preceding sentence only when the State, after consultation
with the contractor, notifies the contractor in writing that it has
ordered povwer based on the contractor's comnitment. |

(e) Rates.

(1) Surplus.uaten-(excepinru:ther.surplus
water as described in subdivision (e)(4) of this article) shall be
furnished.to a contractor for agriculpural use and for ground water
replenisiment use at rates which will return to the State all power
costs as defined in subdivision (f) of this artlcle and all incre-
mental operation, maintenance, and replacement costs, and any other
inecremental costs, incurred in the conservation and transportation
of such surplus water as determined by the State, which rates shall
include an administrative charge to be determined by the State for
each acre-foot of surplus water scheduled for delivery during the
year. The amount of such adﬁinistrati?e charge shall be credited
to genérnl operating costs of the System prior to the allccation
of such costs. Incremental costs shall mean those costs which would
not be incurred i1f surplus water were not scheduled for or deliverad

40 the contractor.
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(2) Surplus water furmnighed %o ‘a4 eentruzctor
for purposes other than agricultural use or grould waiger rzglenich-
ment use shall be sold at rates determined on the same hasis ae
those charged.for surplus water for agriculturel uae and for greund
water replenishment use plus an amount equal to cne-half cf the
current Delta water rate. ' | '

(3) sSurplus water furnished to a noncontracior
shall be at rates, as determined by the State, which will retura o
the State not less than the charghs gpacified for a contractor for
surplus water for agricultural use and for grecund water reglenish-
ment use plus an amount equal to the current Deita water rate plus

an appropriste share of the capital and the minimun operation,

maintenance, power and replacement costs of the transportetion facilli-

ties of the System utilized in ccnveying such surplus water to theoe

noncontractor.

(4) To the extent that the combined volume of
entitlement water and surplus water furnished to & contractor in
any year for agricultural use and for ground water replenishment use
exceeds 150 percent of such contractor's maximum annual entitlement,
such further surplus water shall be sold to the contractor at a
rate equal to the rate for surplus water sold for agricultural use

and for ground water replenishment use specified in subdivision (e)

. (1) of this article plus an amount equal to one-quarter of the
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curreht Delta wafer rate.
' For years prior to 1990, notwithstanding
the provisions of the preceding senteﬁce, an amount up to 3,000

acre-feet of further surplus water may be delivered in any year at

the charges provided for in subdivisions (e)(l) and (2) of this

)



article to any contractor vhich, under Table A of its contract,

is scheduled to receive its maximum annual entitlement pricr to

* 1978 and every vear thereafter.

(5) Any revenues 1n excess of operation,
maintenance, power and replacement costs and the edministrative
charge derived from sales of surplus water shall be credited as
follows: The Delta water rate or portion thereof paid in accordance_
with subdivisions (e)(2), (e)(3), or (e)(4) of this article snall be
credited to the cost of project conservation facilities, and the
balance of such excess revenues, if any, shall be apporticned and
credited, as appropriate, to the capital end to the minizum opera-
tion, maintenance, power and replacement costs of reaches of the
transportation facilities of the System utilized for conveying
such water to the purchasers. -

(6) 'The rates and charges for surplus water
shall be'subJect to redetermination by the State to reflect actual
costs incurred and the differencg shall be promptly credited or
debited to the contractor that purchased such surplus water.

(f) Power Costs. Power costs for pumping surplus

water shall consist of the cost of capacity, energy and additional
transmission service required for the delivery of surplus water,
including but not limited to the following:
(1) To the extent utilized for pumping surplus
water:
(1) The cost of power purchased for
pumping entitlement water,

(11) The value of project recovery plant

generation scheduled for pumping entitlement water, and



(111) The value of project recovery plant

generation not scheduled for pumping entitlement water; and

(2) Power purchased specifically for pumping
surplus water including power ordered pursuant £o :ubéivisionl(d)
of this article.

' The cost and value of power in (1)(1) and
(11) of this subdivision shall be credited to the pumping plant
power cost attributable to annual entitlement water; the value of
power in (1)(1ii) that is generated by entitlement water shall
be added to the net value of power attributable to such entitlement
water; and the value of power in (1)(1ii) that is generated by
surplus water shall be credited to the cosfs incurred in punmping
such surplus water.

The State shall d?ternine the cost of
poﬁer for pumping surplus water so that sufficient revenue will be
available to the State to cover both the cost of puréhased power
and the value of recovery plant generation.

(g) Restrictions on Deliveries.

(1) 1In providing for the delivery of surplus
water pursuant to this article, the State shall refuse to deliver
such surplus water to any contractor or noncontractor to the extent
that the State determines that such delivery would tend to encourage
the development of an economy within the area served by'such con-
tractor or noncontractor which would be dependent upon the sustained
delivery of surplus water.

(2) Surplus water shall not bde scheduled to a
contractor in a year unless an amount of project water equal to its

annual entitlement set forth for that year in Table A of its



contract (disregarding any amendments reducing such-Table A
executed after July 1, 1974) 1s first scheduled and unless all of
its deferred entitlements are first gcheduled: Provided, That

at the request of the contractor surplus vater may be schaduled in
lieu of deferred entitleménts and the r;ght to‘receive such
deferred entitlements shail be reduced accordingly. If at the

end of any year delivery of scheduled surplus water hes prevented
any annual entitlement or deferred entitlenent from being delivered
during that year; then for the purpose of charging for water
delivered, deliveries during the year shall be considered first as
annual entitlement water to the extent of the annuel entitlement,
and the balance as deferred entitlement or surplus water in accor-
dence with the option of the contract;r previously exercised
_pursuant to the first sentence of this subdivision.

(3) Before a contractor cen receive surplus
water under 1ts_contraqt in an amount greater than its annual
entitlement for the year as shown in 4ts Table A, it shall first
jnerease its annual entitlement for such year to an amount equivalent
to the surplus water scheduled, but it shall not be required to
increase its annual entitlement to an amount in excess of 75 percent
of its maximum annual entitlement.

(4) The State shall not sell surplus water
to a contrector or noncontractor for use directly or indirectly
rithin the boundaries of any other contractor without the written
consent of such other contractor, nor shall the State authorize eny
contractor to rupply surplus water for use outside such contractor's
boundaries and within the boundaries of any othér contractor without

the written consent of such other contractor: Provided, That where
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a contractor's boundaries include en area within the dboundaries
of another contractor, only the written consent of the contractor
that serves the.overlapping area with water under its gnnual
entitlements need be obtained. | H

(n) Water from Nontributary Sourcs. A The rrovisions

of this subdivision shall be applicable only to a contractor to
which the delivery of project water for municipal use as of 1690 1s

‘estimated by the State to de in excess of 50 percent of auch con-

tractor's maximum annual entitlement. For the purpose qf fixing
such contractor's right to delivery of surplus water, water from &
watershed not tributary to the contractor's area vhich is delivered
within the contractor's boundaries for agricultural or ground water
replenishrent use shall be deemed to be part of the contractor's
annual entitlement delivered for such use in computing the quantity
of surplus water to which the contractor is enfitled under thils
article: Provided, That the contractor ghall not bde deemed to have
used mofe than its annual entitlement, as set forth in Table A,

for such use, Surplus water shall be deemed to be used by the con-
tractor fbr agricuitural or ground water replenishment use 1if an
equal quantity of water imported from a watershed not tributary to
the contractor's aree is delivered within the contractor's boundaries
for such use.

(1) Cletermination of Use., For the purpose of com-

puting the portion of the surplus water to which each contractor is
entitled, the State shall determine the quantities of annual entitle-
ment used for agricultural use and for ground water replenishment

use and for other uses by each contractor in each year: Provided,

That each contractor shall furnish certified copias of such records



and data concerning the use of water within its doundaries as the
State may request.
(J) Contracts.

(1) To obtain a supply of surplus water, any
contractor or noncontractor shall execute & fuether contract with
the State which shall be in conformity with this article and will
include at least the'fo;lowingz Further provisions concerning the
scheduling of surplus water and provisions &s to times and methods
of payment. .

| (2) The State shell not contract to sell surplus
water to noncontractors for periods in excess of five years.
IR WITNRESS WHEREOF, the parties hereto have executed

this contract amendment as of the date first above written.

Approved as to legal form STATE OF CALII'ORNIA
and sufficiency: DEPARTMENT OF WATER RESOURCES

: \ .//)-gv“'ﬂ/"". /\’/) "’,Z'f:u.._"-/

By
Reoting Thiet Counsel Director
Department of Water Resources 4

CASTAIC LAKE WATER AGENCY

L2 /dfﬁf gL
By/ ., w75 e, "3,-0'".-.:{1’
tle '
m ) PRESIDENT
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THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 11 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
CASTAIC LAKE WATER AGENCY

THIS CONTRACT, made this b day of Janwary 1980,

pursuént to the provisions of the California Water Resources
Development Bond Act, the State 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 Castaic Lake
Water Agency, herein referred to as the "Agency";

WHEREAS, the State and the Agency have entered into and
-subsequently amended a water supply coﬁtract providing that the
State will supply certain gquantities of water to the Agency, and
providing that the Agency shall make certain payments to the
State, and setting fog}h the terms and conditions of such supply
and such payment; and

WHEREAS, the State and the Agency desire to make certain
changes and additions to such contract, while otherwise continuing
the contract in full force and effect;

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;

1. Subdivision t of Article 1 of the Agency's Water

Sunply Contract with the State is amended to read as follows:
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(¢) Prciject Repayment Period

"project repayment period" shall mean that period of
years commencing <n January 1, 1961, and extending until
December 31, 2035; Provided, that whenever construction of any
project faciiitieg {s financed by a bond issue with maturity dates
later than December 31, 2035, whether the bonds are issued
purluant to the Bond Act or other authority, repayment of the
costs of such facilities shall be extended to end on the date of
the latest maturities of the bonds with which construction of such
facilities is financed.

2. Article 2 of the Agency's Water Supply Contract
with the State is amended to read as follows:

(2) Term of Contract

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

1. The project repayment period

2. 75 years

3. The period ending with the latest maturity date of
any boﬁd issue used to finance the construction costs of project

facilities.
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IN WITNESS WHEREOF, the parties hereto have executed

this contract amendment on the date first above written.

Approved as to legal form
and sufficiency:

by -~ 1: { (;rth¢~¢‘____\

Chief] Counsel
Department of Water Resources
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STATE OF CALIFORNIA .
DEPARTMENT OF WATER RESOURCES

N
|
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bzﬁiéect&f -

CASTAIC LAKE WATER AGENCY

bY (]

Title President




" STATE OF CALIPORNIA
, THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 12 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND THE
CASTAIC LAKE WATER AGENCY

THIS CONTRACT, made this _12th day of _January "

19 83 pursuant to the provisions of the California Water Resources
Development Bond Act, the State Central Valley Prgject 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 Castaic Lake
Water Agency, herein referred to as the "Agency";

WHEREAS, the State and the Agency have entered into and
subsequently amended a water supply contract providing that the
State will 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 suchlpayment; and

WHEREAS, the State and the Agency desire to make certain
changes and additions to such contract, while otherwise continuing
the contract in full force and effect; |

NOW, THEREFORE, it is ﬁutually agreed that the followiné
changes and additions are hereby made to the Agency's water supply
contract with the State: |

1. Article 1(e) 'is amended to read:
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(e) Project Facilities
"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(h)(2) herein,
and by conveying water to the Agency. Said project facilities
“shall consist specifically of "project conservation facilities"
and "project transportation facilities®, as hereinafter defined.
2. Article 1(h) is amended to read:
(h) Additional ﬁroject Conservation Facilities
,"Additional project conservation facilities" shall
mean the following facilities and programs which will serve the
purpose of piev;nting any reduction in the minimum project yleld
as hereinafter defined:
(1) Those‘project facilities specified in Sec-~
tion 12938 of the Water Code;
(2) Those facilities and programs described in
(A), (B), (C), (D), and (E) below which, in the State's determina-
tion, 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 entitlement
ﬁo 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
gources 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 follow-
ing facilities and progréms ahall hereinafter be referred to as °
"Local Projects":

(A) On-stream and off-stream surface storage
reservoirs not provldéd 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) Ground water storage facilities that will
produce project water for the System for a period of time agreed
to by the sponsoring contractor;

(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 chilities 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 sponsoripg contractor
for project water from the System for a period of time agreed to
by the sponsoring contractor and will thereby have the effect of

increasing project water available in the Delta for distribution.
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(3) Whether a Local Project described in (2) above
shall be considered economically competitive shall be ge:ermined
by the State by comparing, in an engineering and gconqmiég -
anal&sis, such Locdl Project with alternative newlwater gupply
sources which are either reservoirs located north of the Delta or
off-équeduct 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
thé portion to be funded by the State as part of the System.

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

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

(1) cContains the sponsoring contractor's
approval of such facility or program.

(1i) sSpecifies 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; and



(8) All contractors within whose boundaries
any portidﬁ of sruch Local Project is located, and who are not
sponsoring contxﬁctori for such Local Project give their written
approval of such Local pProject.

¢5) "Sponsoring contractor” as used in this Art-
{cle 1(h) shall mean the contractor or contractors who either will
receive the yield from facilities described in 2(A), (), (C), or
(D) above, or agree to reduce demands for project water from ‘the
System pursuant to 2(E) above.

(6) In the 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), oOF (D) above, or the reduced demand from future
conservation programs described in 2(E) above in the allocation of
déficiencies.amqng contractors will be based on a project-by-
project evaluation taking into consideration guch factors as any
limitation on the use of the water grom such facilities and
whether the sponsoring contractor has access to project water from
the Delta as an alternate to such facilities.

3. Article 1(1)(2) is amended to read:

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

(a) Bydroelectric generating and transmission
facilities, whose operation is dependent on the transportation of
project water, or on releages to channels downstream of project
facilities defined under (1) above. Such facilities shall be

called "project aqueduct power recovery plants.”
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(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-agqueduct power facilities"
and shall consist of the State's interest in the Reid-Gardner and
any other generating and associated transmission facilities, con-
structed or financed in whole or in part by the State, which are
economically competitive with alternative power supply sources as
determined by the State.

4. Article 1(r) is amended to read:
(r) Project Interest Rate
"project interest rate" shall mean the weighted
average interest rate of (1) through (6) below computed 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 of the products of the various principal
amounts and the respective terms in years of all such amounts:
(1) general obligation bonds issued by the State
under the Bond Act,
(2) revenue bonds issued by the State under the
Central Valley Project Act after May 1, 1969,
(3) bonds issued by ﬁhe State under any other
authority granted by the Legislature or the voters,
(4) bonds issued by any agency, district, polit-
ical subdivision, public corporation, or nonprofit

corporation of this State,
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(S) funds advanced by any contractor without the
actual incurring of bonded debt therefor, 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, and

(6) 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 1nterest
rate earned over the period of such borrowing by moneys in
the Poo;ed Money Investment Account of such Treasury invested
in securities,

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-aqueéuct power facilities and advances for
delivery structures, measuring devices and excess capacity) and
without regard to any premiums received on the sale of bonds under
item (1) above. The "project interest rate" shall be computed as
a decimal fraction to five places.

5. Subdivision (h) is added to Article 22 to read:

(h) The determination of the rate for water under the
pDelta Water Charge shall be made by including the appropriate
costs and quantities of water, calculated in accordance with
subdivisions (¢), (d) and (e) above, for all additional project
conservation facilities as defined in Article 1(h) hereinabove.

In the event a Local Project as defined in Article 1(h)(2) will,

79



an

pursuant to written agreement between the State and the sponsoring
contractor, be considered and treated as an additional project
coneervation facility for less than the estimated life of the
facility, the rate under the Delta Water Charge will be determined
on the basis of that portion of the appropriate cost and water
supply associated with s&ch facility as the period of time during
which such facility shall be considered as an additional project
conservation facility bears to the estimated life of such facil-
ity. No costs for the construction or implementation of any Local
Project are to be included in the Delta Water Charge unless and
until the written agreement required by Article 1(h) has been
entered into.

6. Subdivision (i) is added to Article 22 to read:

(1) In calculating the rate for project water to be
paid by each contractor for the Delta Water Charge under subdivi-
sions (¢), (d) and (e) above, the component for operation, mainte-
nance, power and replacement costs shall include, but not be
limited to, all costs to the State incurred in purchasing water,
which is competitive with glternative gources as determined by the
State, for delivery as project water. ‘

7. Subdivision (f) is added to Artiéle 24 to read:

(£) The capital costs of project aqueduct power recov-
ery plants shall be charged and allocated in accordance with this
Article 24. The capital costs of off-agueduct power facilities
shall be charged and allocated in accordance with Article 25(4).

8. sSubdivision (d) is added to Article 25 to read:



(d) Notwithstanding the provisions of subdivisions (a)

and (b) of this article, or of Article 1(s), the costs of off-
aqueduct power facilities shall be determined and allocated as
follows: |

(1) The off-aqueduct power costs shall include all
annual costs the State incurs for anyloff-aqueductlpower facility,
which. shall include, but not be limited to, power purchases, any
annual principal and interest payments on funds borrowed by or |
advanced to the State, annual principal and interest on bonds.
issued by the State or 6ther agency, or under :evenue'bond
financing contracts, any requirements for coverage, deposits to
reserves, and associated operation and maintenance costs of such
facility, less any credits, interest earnings, or other monies
éeceived by the State in connection with such facility. In the
event the State finances all or any part of an of f-agqueduct power
facility directly from funds other than bonds or borrowed funds,
in lieu of such annual principal and interest payments, the repay-
ment of capital costs as to that part financed by such other funds
shall be determined on the basis of the schedule that would have
been required under Article 24. '

(2) The annual costs of of f-aqueduct power facil-
ities as computed in (1) above shall initially be allocated among
contractors in amounts which bear the same proportions to the
total amount of such power costs that the total estimated
electrical energy (kilowatt hours) required to pump through proj-
ect transportation facilities the desired delivery amounts of

annual entitlements for that year, as submitted pursuant to
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Article 12(a)(1) and as may be modified by the State pursuant to
Article 12(a)(2), bears to the total estimated electrical energy
(kilowatt hours) required to pump all such amounts for all
contractors through project transportation facilities for that
year, all as determined by the State.

(3) An interim adjustment in the allocation of the
power. costs calculated in accordance with (2) above, may be made
in May of each year based on April revisions in approved schedules
of deliveries of annual entitlemen; for such year. A further
adjustment shall be made in the following year based on actual
deliveries of annual entitlement; provided, however, in the event
no deliveries are made through a pumping plant, the adjustments
shall not be made for that year at that plant.

. (4) To the extent the monies received or to be
received by the State from all contractors for off-aqueduct power
costs in any year are determined by the State to be less than the
amount required to pay the off-aqueduct power costs in such year,
the State may allocate and charge that amount of off-aqueduct
power costs to the Agency and other contractors in the same manner
as costs under the capital cost component of the Transportation
Charge are allocated and charged. After that amount has been so
allocated, charged and collected, the State shall provide a
reallocation of the amounts allocated pursuant to this paragraph
(4), such reallocation to be based on the allocations made
pursuant to (2) and (3) above for that year, or in the event no
such allocation was made for that year, on the last previous

allocation made pursuant to (2) and (3) above. Any such



reallocation shall includé appropriate interest at the project
interest rate.

9. Sibdivision (e) is added to Article 25 to read:

(e) rhe total minimum operation, maintenance, power and
replacement component due that year from each contractor shall be
the sum of the allocations made under the proportionate use of
facilities method provided in subdivision (b) of this article and
the allocations madé pursuant to subdivision (d) of this article
for each contractor.

10. Subdivision (b) of Article 32 is amended to read:

(b) Interest on Overdue Payments

. Upon every amount of money required to be paid by
the Agency to the State pursuant to this contract which remains
unpaid aféer it becomes due and payable, interest shall accrue at
an annual rate equal to that earned by the Pooled Money Investment
Fund, as provided in Governmeﬁt code Sections 16480, et seq.
calculated monthly on the amount of such delinquent payment from
and after the due date until it is paid, and the Agency hereby
agrees to pay such interest: provided, that no interest shall be
charged to or be paid by the Agency unless such delinquency

continues for more than thirty (30) days.
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IN WITNESS WHEREOF, the parties hereto have executed

this contract amendment as of the date first above written.

Approved as to legal form
and sufficiency:

Chief Counsel |
Department of Water Resources

STATE OF CALIFORNIA '~
DEPARTMENT OF WATER RESOURCES

i

CASTAIC LAKE WATER AGENCY

- ., v’
By ﬂh/j—/:'.":‘;;,/("

TTitle)

H. G. Callowhill
President, Board of Directors



STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 13 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
CASTAIC LAKE WATER AGENCY

THIS CONTRACT is made this _é__'/d day of M . 1557,
pursuant. to the provisions of the California Watér Resources Development Bond
Act, the State 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 Castatc
Lake Water Agency, herein referred to as the "jigency".

WHEREAS, the State and the Agency have entered into and subsequently
amended & water supply contract providing that the State will 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
suwh supply and such paynent s

WHEREAS, the State and the Agency wish to provide financing for
project facilities with water system revenue bonds and provide for repayaent of
water system revenue bonds;

WHEREAS, the State and the Agenoy wish to olarify the definition of
the project interest rate without changing the interpretation of Article 1(r),
exoept for the addition of item (7), and to specify that finsncing costs of
water systen facilities and East Branch Enlargement facilities shall not be

{ncluded in caloulating the project interest rate; and
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WEFREAS, the State 18 willing to amort!ze cver the remaining repaymint
period of the contract, the "one-shot" adjustment applied to previous payments
resulting from revisions in the project interest rate under conditions defined
in this smendment.

NOW THEREFORE, it is mutually agreed that the following changes and
additions sre heredy made to the Agency's water supply contract with the State:

1. Artiole 1(r) is amended to read: |

(r) "Project interest rate” shall mean the weighted average
interest rate on bonds, advances, or loans Itutgd in this seotion to the extent
the prooeeds of nn'y such bonds, advances, or loans are for construction of the
State Water Facilities defined in Seotion 12934(d) of the Water Code, the
additional project conservation facilities, and the supplemental conservation
facilities (except off-squeduct power facilities; water system facilities;
advances for delivery structures, measuring devices and excess capscity; and
East Branch Enlargement Facilities). The project interest rate shall be
oalculated 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 1life of
the indebtedness or ldvmo.e by (11) the total of the products of the various
principal smounts and the respective terms in years of all such amounts. The
bonds, advances, or loans used in calculating the project interest rate shall
be: _

(1) General obligation bonds issued by the State under the Bond
Aot, except that any premium received on the sale of thyu bonds shall not. be

included in the calculation of the project interest rate,



‘ (2) Revenue bonds 1slu¢¢ by the State under the Central Valley
Project Act after May 1, 1968, \ |

(3) Bonds 1ssued by the State under any other authority granted byi
the Legislature or the voters, _ _ .

(4) Bonds issued by any agency, district, political subdiviston;
public ocorporation, or nonprofit corporation of this State,

(5) Funds advanced by any contractor without the actusl inocurring
of bonded debt therefor, for whioh the net interest cost and terms shall be
those which would have resulted {f the oontractor had sold bonds for the
pﬁrpose of funding the advance, &S determined by the State,

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

(7) Any other financing capability availasble in_the Treasury of
the State of Californis at whatever interest rate and other financing costs are
provided in the law tutho;;zing such borrowing. However, the use of other
financing from the State Treasury is intended to involve only short torﬁ
borrowing at interest rates and other financing costs no greater than those
charged to other State sgencies during the same period until suoh time as the
Départment can sell bonds and reimburse the source of the short term borrowing

from the proceeds of the bond sale,
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2. Article 1(cc) s added to resd:

(cc) ™Water system revenue bonds" shall mean revenue bonds or
revenue bond anticipation notes issued by the State under the Central Valley
Project Act after January 1, 1987 for water system facilities identified 4n
Article 1(hh),

3. Article 1(gg) is added to read:

(gg) "East Branch Enlargement Facilities" shall mean all of the
following:

(1) The facilities remaining to be constructed as part of the East
Branch Enlargement constructiong

(2) The work done pursuant to the letter agreement between the
State and The Metropolitan Water District of Southern California dated November
'29. 1966, which consisted of constructing the California Aqueduct between
Cottonwood (now known as Alamo) Powerplant and Cedar Springs (now known as
Silverwood) Reservoir so that, by future additions to the oanal lining,
siphons, and additional pumping units at Pearblossom Pumping Plant, the
capscity could be increased by a then-estimated approximately 700 cubio feet
per seoond; .

(3) That portion of the enlargement of the Pearblossom Pumping
Plant Forebay and Cofferdam construction which would not have been constructed
but. for the proposed East Branch B:lurumént and which was done pursuant to the
letter agreement between the State and The Metropolitan Water Distriet of 3
Southern California, dated Januvary 19, 1984;

(4) That portion of the canal lining work between Alamo Powerplant

and Pearblossom Pumping Plant done pursuant to the letter agreements



between the State and The yetropolltan Weter District of Southern Cslifornia,
dated July 2, 1984, and May 15, 1985, whioch increased the East Branch Aqueduct
ompacity beyond that set forth in Table B=2 l; shown in State Bulletin 132703

(5} That portion of Reach 24 (Silverwood Lake) to be determined by
resllocstion of Resch 28 to reflect the additional use to be made of tﬁnt reach
as a result of the East Branch Enlargement operationg and

(65 That portion of Reach 25 (San Bernardino Tunnel) to be
determined by ar allocation of total delivery oapacity of Reach 25 between the
basic East Branch fecilities and the East Branch mnﬂ-:.m as a result of

East Branch Enlargement operation. :

y. Article 1 (hh) is added to read:

(hh) "Water System Facilities" shall mean the following fescilities
to the extent that they are financed with water system revenue bonds or to the
extent that other financing of such facilities 18 reimbursed with prooceeds from
water system revenue bonds:

(1) The North Bay Aqueduct,

(2) The Coastal Branch.Aquedwot,

(3) Delta Facilities, {ncluding 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 projeot facilities, and to the extent presently authorized as projeot _
purposes, recreation and fish and wildlife enhancement, -

(4) Looal projects as defined in Article 1(h) (2) designed to

develop no more than 25,000 sore-feet of project yleld from each project,
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(5) Land acquisition for the Kern Fan *Yement of the Kern Water
Bank,

(6) Additional pumps at the Banks Delts Pumping Plant,

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

(8) Repairs, additions, and betterments to conservation or
transportation facilities existing as of Jlnlilry %, 1987, and to el11 other
facilities desoribed in this subarticle (hh) exoept for item (5).

5. Article 22(J) of the Agency's water supply ocontract with the State
1s added as follows:

(J) Notwithstanding provisions of Article 22(a) through (1), the
cspital cost component and the minimun OMP&R component of the Delta Water
Charge shall include an annual charge to recover the Agency's share of the
conservation portion of the water system revenue dbond financing costs, Charges
to the Agency for these costs shall be caloulated in scoordance with provisions

in Article 50 of this contract.

6. Article 2u(g) of the Agency's water supply contract with the State
18 added as follows:
(g) Notwithstanding provisions of Article 2i(a) through (d), the
capital cost oomponent of the Transportation charge shall include an annusl
charge to recover the Agency's share of the transportation portion of the. water

system revenue bond financing costs, (harges to the Agenoy for these costs



shall be csloulsted in sccordance with provis:.ons in Article S. of this

econtract.

6.5. Article 28(e) of the Agency's water supply contract with the

State i{s added to read:

28(e) Notwithstanding the provisions of Article 28(b), adjustments for
prior overpayments and underpayments shall be repaid beginning in the year
following the redetermination by application of a unit rate per acre~foot
which, when paid for the projected portion of the Agency's annual entitlement
will return to the State, during the project r.oplynent period, together with
{nterest thereon computed at the project interest rate and compounded annually,
the full amount of the adjustments resulting from finencing after January 1,
1987, from all bonds, advances, or losns listed in Article 1(r) except for
Article 1(r)(3) and except for bonds issued by the State under the Central
Valley Project Act after Janusry 1, 1987 for facilities not listed ammong the
water system facilities in Article 1(hh). Notwithstanding the immediately
preceding exoeption, such amortizstion shall also spply to any adjustments in
this component charge rcs;alttng from a change in the project interest rate due
to sny refunding after January 1, 1986 of bonds {ssued under the Central Valley
Project Act. However, amortization of adjustments resulting from items 1(r)(d4)
through (7) shall be limited to a period which would sllow the Department to
repay the debt service on a ourrent basis until such time as bonds are ispued
to reimburse the lo.uroe of such funding. In no event shell this -noruu‘uon

period be greater than the project repayment period.
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7. Article 28(f) of the Agency's water supply contract with the State
is sdded as follows:
f. Adjustment: Water System Revenue Bond Financing Costs.
The use of water system revenue bonds for financing facilities listed in
Article 1(hh) would result in adjustments for prior underpayments or |
overpayments of the capital cost component of the Transportation Charge to the
Agenoy under the provisions of this article; however, in place of making such

adjustments, charges to the Agency will be governed by Article 50,

8. Art.ioic 50 of the Agency's water supply contract with the State
is added as follows:
50. Water System Revenue Bond Financing Costs.

(a) Charges to the Agency for water system revenue bond
financing costs shall be governed by provisions of this article, Charges to
all oontractors for water system revenue bond financing ocosts shall return to
the State an amount equal to the annual financing costs the State incurs in
that year for water system revenue bonds (including water aystem revenue bond
anticipation notes), Ann;aal financing costs shall include, but not be limited
to, any snnual principsl and interest on water system revenue bonds plus any
additional requirements for bond debt service coverage, deposits to reserves,
and annual premiums for insurance or other security obtained pursuant to
subdivision (f) of this article, The State shall provide credits to the _
contractors for excess reserve funds, exocess debt servioce ooverage, tntorilt.
and other esrnings of the State in connection with repayment of such revenue

bond financing costs, when and as permitted by the bond resolution. . ¥hen such



credits are determinet by ths State to ba availesble, such credits shall be
promptly provided to the oontractors and shall be in proportion to the payments
under this article from each contractor. Reserves, bond debt service covarage,
interest, and other earnings may be used in the last year to retire the bonds.

" (b) Annual charges to recover water system revenue bond
financing costs shall oconsist of two elemants.

(1) The first element shall be an annual charge to the
Agency for repayment of capital costs of water system faoilities as determined
under Articles 22 and 24 of this oontract with interest at the project interest
rate. For conservation facilities, the charge shall be a part of the capital
cost component of the Delta Water Charge in soccordance with Article 22, For
transportation facilities, the charge shall be a part of the ocapital cost
component of the Transportation Charge in scoordance with Article 24,
(2) The second element shall be the Agency's share of a

Water System Revenue Bond Surcharge to be paid in lieu of 8 project htcrut
rate adjustment. The total annual smount to be paid by all contractors under
this element shall be the___di!‘fennce between the total lhnull charges under the
first element and the annual financing costs of the water system revenue
bonds. The amount to be paid by each oontrlotbr shall be oalculated annuslly
as {f the project interest rate were inoressed to the extent nocess;ry to
produoe revenues from all contractors suffiojent to pay such difference for
that year. In making that csioulation, sdjustments in the Agency's
Transportation capital cost oomponent charges for prior overpayments and
underpayments shall be determined as 4f smortized over the remaining years of

the project repayment period.
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(e) The Water 8ystem Revenue Bond ‘urcharge will be
identified by component and charge in the /Agency's invoice.

(d) Timing of Payments. Payments shall be made in accordance
vith Article 29(f) of this contract,

(e) Reduction in Charges. The Water System Revenue Bond
Surcharge under Article 50(b)(2) shall cease for sach series of water syl§9
revenue bonds when that series is fully repaid. However, the nnm.él charge
determined pursuant to Article S0(d)(1) shall econtinue to be oolhc@cd for the
time periods otherwise required under Artiocles 22 and 24,

After the Department has repaid the California Water Fund
{n full and after each series of Water System Revenue Bonds is repaid, the
Depar tment will reduce the charges to all contractors in an equitable manner in
a total amount that equals the amount of the charges under Article 50(b)(1)
that the Depertment determines is not needed for future financing of facilities
of the System which, in whole or in part, will serve the purposes of the water
supply eontract with the Agency.

(f) To the extent economically feasible and justifiadble, as
deterained by the State after consultstion with contractors, the State shall
maintain insurance or other forms of secwrity protecting bondholders and non-
defaulting contractors agsinst costs resulting from the failure of any
ocontractor to make the payments required Sy this article.

(g) Before issuing each series of water system revenue bonds,
the State shall oonsult with the oontractors, prepare & plan for the State's
future financing of water system facilities, and give the Agency an opportunity

to comment on the plan, The plan shall include but not be limited to the size
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of any water system revenue bond issuances snd the form of any aecessary
resolutions or supplements,

(h) Defaults. (1) If a oontractor defaults partislly or
entirely on {ts vayment obligations calculated under this article and
sufficient insurznce or other seourity protecting the non-defsulting
contractors is nct provided under Article 50(f), the State shall allocate a
portion of the default to each non—doﬁultins ocontractor. The Agency's share
of the default shall be equal to an amount determined by multiplying the total
default amount to be charged to all non-defaulting oonﬁracwrl by the ratic
that the Agency's maximum Table A entitlement bears to the maximum Table A
entitlements of all non-defaulting contractors. However, such amount shall mot
exceed in any year 25 percent of the Water System Revenue Bond financing eosts
that are otherwise payable by the Agency in that year. The amount of defsult
to be charged to non-defaulting contractors shall be reduced by any receipts
from insurance protecting non-def‘lult:lni contractors and bond debt service
ocoverage from a prior year and available for such purpose,

(2) If » contractor defaults partislly or entirely oz its
paynment obligations under“thia article, the State shall also pursuant to
Article 20, upon six months' notice to the defaulting contractor, suspend water
deliveries under Article 20 to the defaulting ocontractor so long as the default
continues. The suspension of water deliveries shall be proportional to the

ratio of the default to the total water system revenue bond payments due from

.the defaulting oontractor. However, the State may reduce, eliminate, or wot

oommence suspension of deliveries pursuant to this subparagraph if it

determines suspension in the amounts otherwise required i3 likely to impair the
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defaulting contractor's ability to avoid further Jefaults or that there would
be insufficient water for human consumption, sanitstion, and fire protection.
The State may distribute the suspended uttér to the non-defaulting contractors
on terms it determines to be equitable.

(3) During the period of default, oredits otherwise due
the defaulting contractor shall be spplied to payments due from the defaulting
contractor.

(4) Except as otherwise provided in Article 50(h)(3), the
defaulting oontractor shall repay the entire mmount of the éof-ult to the State
with interest compounded annually at the Surplus Money Investment Fund rate
before water deliveries that had been suspended shall be fully resumed to that
contractor. If the defaulting contractor makes @ partial repsyment of its
default, the Department may provide & proportional restoration of suspended
deliveries. The amount of the default to be repsid shall include any amounts
previously received by the State from insurance proceeds, bond debt service
coverage, or other reserves, and payments from other oontractors pursuant to
this subparagraph (h). 1@9 defaulting oontractor shall not be entitled to any
make-up water deliveries as compensation for any water deliveries suspended
during the period when the contractor was in default.

(5) At such time as the default amount is repaid by the
defaulting contractor, the non-defaulting contractors shall receive oredits in
proportion to their contributions towards the amownt of the default with .
{nterest oollected by the Stati on the defeulted mount.

(6) In the event there is an inocrease in the amount a non-

defaulting oontraotor contributes to reserves and/or bond dedt service
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coverag:, sush increase shall be bandled in the same marner as provided in
Article 50(a).
(7) Action taken pursuant to this subarticle shall not

deprive the State of or lu;t any remedy provided by this contract or by law

for the recovery of money due or which may beoome due under this contract.

(1) Power of Teraination. \

(1) The Department and the Agency agree to negotiate in
good faith the development of a mesns to provide adequate protection for the
Departaent's oash flow into priorities one and two for revenues under Water
Code Section 12937(b) with the goal of obtaining sgreement by April 1, 1987.
The Department and the Agency agree to continue negotiations beyond April '
1987 4f necesssry to meet éheir common goal of arriving at agreament,

(2) If such an agreement has not been reached by April 9,
1987, and if the Director of Water Resources determines that adequate progress
has not been made toward such an agreement, the Director may give notice to the
Agency and other contractors that he intends to exercise the power to terminate
provided in this subarticle 50(i). The Director's authority to give such @
notice shall terminate on. July 1, 1988,

(3) After six months from the date of issuing the notice
of intent to terminate, but in no event later than January 9, 1989, the
Direotor may terminate the authority of the Department to 1ssue additional
series of water system revenue bonds using the repayment provisions of Ar:f.ich
50. The Department shall promptly motify the Agency and other contractors that

the Director has exercised the power of termination.
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(4) No additional series of water system revenue bonds
shall be issued under the provisions of this Artiole 50 after the Director has
exercised the power to ttrningto. but Article 50 shall remain in effect as to
any series of water system revenue bonds {ssued prior to the time the Director
exeroises the power to terminate.

(5) An exercise of the power to terminate "p]rovidod ;n this
swbarticle 50(1) shall also rescind any changes made by thii ée‘nhuﬁt 1n the
schedule of payment of overpayment or underpayment of capital ocosts resulting
from a change in the project interest rate and shall also rescind the addition
of 1tem (7) to Artiole 1(r). However, 4f the Department has borrowed any funds
under Article 1(r)(7), Article 1(r)(7) shall remain in effect as to thst and
only that borrowing. Upon the exercising of the power to terminate,
swarticles 28(e) and (f) shall be ressinded and Article 1(r) shall read ss it
previously read as shown on Attachment Number 1 to this amendment.

(6) At any time defore January 1, 1989, so long as the
Director has not already exercised the power of tereination, the Director may
irrevocadbly waive his right to exercise the power of termination or may rescind
any previously issued notioe of intention to terminate,

(7) If the Director does not exercise the power of
termination before Janulry 1, 1989, this Subarticle 50(1) shall expire, and the
remainder of this Article 50 shall remain in effect., Changes made by this

amendment to other articles shall also remain in effeot.



IN WITNESS WHEREOF, the parties have executed this contract on the

date first ahoveAuritten.

Approved as to legal .
b ali? ,
- . —
' Eiwmtor E;:::Q:::é&t:s

ATE OF CALIFORNIA
PARTMENT OF WATER RESOURCES

Attests

General Manager’
Secretary
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Attschment 1

Article 1(r) is amended to read:
(r) Project Interest Rate

"Project interest rate” shall mean the weighted average interest rate
of (1) through (6) delow computed by dividing (1) the total interest cost
required to be paid or credited by the State during the 1ife of the
indebtedness or advance by (141) the total of the products of the various
principal amounts and the respective terms in years of all such amounts:

(1) general obligation bonds issued by the State under the Bond Act,

(2) revenue bonds issued by the State under the Central Valley
Project Act after May 1, 1969, |

(3) bonds issued by the State under any other authority granted by
the Legislature or the voters,

(4) bonds issued by any agency, district, political subdivision,
pudblic corporation, or monprofit corporation of this State,

(5) funds advanced by any contractor without the mctual incurring of
bonded dedbt therefor, for which the net interest cost and terms shall be those
whi‘ch would have resulted {f the contractor had sold bonds for the purpose of
funding the advance, as determined by the State, and

(6) 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
oomputed at the interest rate sarned over the period of such borrowing by
moneys in the Pooled Momey Investament Account of suoh Treasury invested in

seowrities,
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Attschment 1

to the extent the proceeds of sny swh bonds, advances or loans are for
construstion of the State Water Facilities defined in Bection 12934(d) of the
Hater Code, the addtt.topnl project conservation facilities, and the
supplemental conservation facilities, (except off-aqueduct power faoilities and
advances for delivery structures, measuring devices and excess capacity) ;nd
without regard to any premiums rouivod. on the sale of bonds under item (1)
sbove. The "project interest rate" shall be computed as a decimal fraction to

five places.
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STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 14 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES
AND
CASTAIC LAKE WATER AGENCY

THIS AMENDMENT to the Water Supply Contract is made this
Lp-*¥\ day of.jzjaxz_.199_l. pursuant to the provisions

of the California Water Resources Development Bond 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 "State", and Castaic Lake Water
Agency, herein referred to as the "Agency".

WHEREAS, the State and the Agency entered into a contract
whereby the State will deliver and the Agency will purchase a
supply of water to be made available from projecé facilities
constructed by the State;

WHEREAS, a more efficient use of entitlement water may be
achieved by deferral of its use froﬁ October, November and

December of one calendar yvear into the first three months of the

next year.
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WHEREAS, the State and the Agency desire to amend the
provisions of such contract related to the delivery and
scheduling of entitlement water to allow, under certain
conditions, the carry-over of a portion of the Agency's
-entitlement deliveries'from a respective year into the first
three months of the next calendar year.

WHEREAS, the carry-over of entitlement by the Agency 1s not
intended to adversely impact current or future project
operations.

WHEREAS, the State Water Project contractors and the
Department are aware that the carry-over of entitlement water
from one year into the next may increase or decrease the costs to
other SWP contractors in either year. The tracking of those
costs may be too complex and expensive and does net warrant
special accounting procedures to be established; however, any
significant identifiable cost shall be charged to those
contractors causing such cost, as determined by the Department;

WHEREAS .. the carry-over of entitlement water is not to
affect the payment provisions of the .contract.

_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:

1. Article 1(ii) is added to read

ncarry-over Entitlement Water" shall mean water from'e
contractor's annual entitlement for a respective year which is
made available for delivery by the State in the next year

pursuant to Article 12(e).
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2. Article 12(e) is added to read:
(e) Delivery of Carry-over Entitlement Water

'Upon request of the Agency, the State shall make
Carry-over Entitlement wWater available for delivery to the ngncy
during the first three months of the next year, to the exteﬁt
that such deliveries do not adversely affect current or future
project operations, as determined by the State. The State's
determination shall include, but not be limited to the
opgrational constraints of project facilities, filling of project
conservation storage, flood control releases and water quality
restrictions.

Carry-ovér of entitlement water shall be limited to
entitlement water that was included in the Agency's approved
delivery schedule for October, November and December, but was not
delivered due to:

(1) scheduled or unscheduled outages of facilitles

~within the Agency's service area; oOr

(2) a delay in the planned application of a
contractor's annual entitlement water for pre-irrigation; or

(3) a delay in the planned spreading of the
Agency's ahﬁual entitlement water for ground water storage.

After determining that the cérry-over of
entitlement water would not adversely affect project operations,
the_State-shall notify the Agency of the amount.ot entitlemenﬁ
water to be.carried over to the following January through March

- period. The notification shall include the proposed terms and
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conditions consistent with this Article 12(e) tﬁat would govern
the delivéry of the Carry-over Entitlement Water.

_ The Agency agrees to pay all significant
identifiable costs associated with its Carry-over Entitlement
water, as detefmined by the State.

All scheduling and delivery of Carry-over
Entitlemeﬁt water shall be carried out pursuant to the provisions
of this contract.

The Agency agrees to forego the delivery of any
carry-over Entitlement Water that is lost because of project

operations or is not delivered by March 31 of the next year.
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Any Carry-over Entitlement Water foregone by the
Agency will become'a part of the current year's total project
supply.
WITNESS WHEREOF, the parties have executed this contract on

the date first gbove written.

Approved as to legal form STATE OF CALIFORNIA
and sufficiency: DEPARTMENT OF WATER RESOURCES

acting Chief Counsel h Director ; ﬁ

Department of Water Resources

Attest: CASTAIC LAKE WATER AGENCY

gt

Name p£Fty L. castlebe Name g /. Mierry" Gladbach

Secretary, Castaic Lake Water Agency president
Title Title

/= 8~9/s /-3~
Date Date
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STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 15 TO WATER SUPPLY
CONTRACT BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
CASTAIC LAKE WATER AGENCY

THIS AMENDMENT to the Water Supply Contract is made
this ([ aay of APRIL , 1991, pursuant to the

provisions of the california Water Resources Development Bond

Act, the State Central Valley Proicct Act, and other applicable
laws of the State of Califorhia, between the State of california,
acting by and through its Department of Water Resources, herein
referred to as the "State", and Castaic Lake Water Agency, herein
referred to as the "Agency".

RECITALS:

WHEREAS, the State and the Agency entered into a
contract whereby the state will deliver and the Agency will
purchase a supply of water to be made ivailablo from project
facilities constructed by the State;

WHEREA#, the State and the Agency included in such
contract an article which entitles the Agency to obtain from the
state deliveries of surplus water when available;

WHEREAS, the State and the Agency desire to amend the
provisions of such contract related to the deliveries of surplus

vater; and
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WHEREAS, beginning January 1, 1991 the Agency desires
to be charged for the ﬁower used for pumping surplus water at the
Melded Power Rate as provided herein for the remainder of the
project repayment period. '

ﬁHEREis, the parties to this Anendmeng, and those
approving the Amendment, intend no impact upon their positions
with respect to ghe interpretation of any existing contractual
provisions. '

AGREEMENT:

It is agreed that the following changes are hereby made
to the Agency's water supply contract as follows:

1. Purpose and Scope. This Amendment is only intended
to define the procedure for aetermining the charges for power
used to pump surplus and unscheduled water. The scope of .the
Amendment is strictly confined to that purpose.

2. Article 21(d) of the Agency's water supply contract
with the State is amended to read: _

(d) Schedules. On or before October 1 of each
year, concurrently with the schedule submitted pursuant to the
provisions of Article 12, the Agency shall submit in writing to
the State a preliminary water delivery schedule, indicating the
desired amounts of surplus water for each month of the ‘subsequent
six~-year period beginning January 1, of the next succeeding year.
The last five years of this preliminary surplus water delivery
schedule shall be used by the State for planning and operations

studies.



3. Article 21(f) of the Agency's water supply contract
with the State is amended to read:
(£) Power cCosta.
(1) Beginning January 1.'1991, the Agency shall
pay power charges for pumping surplus water as follows: |
(A) If during a calendar month it is either
not necessary to purchase power for pumping surplus water, or it
is necessary to purchase power for pumping surplus water and the
purchased power raﬁe is less than or equal to the Melded Power
Rate (defined as the average unit charge for pumping entitlement
water during the calendar year for all power resources, including
on-agqueduct power resources, off-aqueduct power reéources, and
any other power resources), thén the monthly charges to the
Agency for the Net Power (gross power used to pump the surplus
water less power generated by the surplus water) used to pump

surplus water to the Agency shall be determined using the Melded

Power Rate.
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. (B) 1If during a calendar month it is
nnc-s-arf to purchase power for pumping surplus water and the
purchased power rate is greater than the Melded Power Rate, the
monthly charges to the Agency for the Net Power used to pump
surplus water for delivery to the Agency shall be determined
using a composite rate equal to the sum of:

(i) The monthly average purchased power
rate per unit of power so purchased times the power purchased for
punping surplus water and that result divided by the Net Power;
plus,

(1i) The Melded Power Rate per unit of
power times a quantity whiéh equals the Net Power used for
punping surplus water minus the power purchased for punping
surplus water and that result divided by the Net Power.

(C) In all cases, the power charges shall
include the cost of any additional transmission service required

for the delivery of surplus water to the Agency.
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(2) By receiving surplus or unscheduled water
under this Article 21(f), the Agency accepts the responsibility
to indemnify, defend, and hold harmless the State, its officers,
employees and agents from all liability, expenses, defense costs,
attorney fees, claims, actions, liens, and lawsuits of whatever
xind, arising out of or related to this article.

(3) Effective January 1, 1991, power charqo- for
delivery of unscheduled water to the Agency shall be calculated
in the same manner as provided in this Article 21(f).

4. This Amendment shall take effect on
January 1, 1991, only if, by January 31, 1991 an Anendment
sﬁbstantially thg same as this one is executed'by contractors
that together have maximum annual entitlements totaling at least
3,796,007 acre-feet. By February 15, 1991, the State will inform
the Agency of whether sufficient contractors had executed the

Amendment to cause the Amendment to take effect.
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IN WITNESS WHEREOF, the parties hereto have executed

this Amendment on the date first above written.

Approved as to legal form
and sufficiency:

(R _

Arfing Chief Counsel
Department of Water Resou

Bett;/f: castleberry
Secretary

castaic Lake Water Agency
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STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

¢ J% =

Director

CASTAIC LAKE WATER AGENCY

” Iz %z g; :
NA

(] L] a b h

NAME

TITLE



STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AGREEMENT RELATING TO CONSOLIDATION AND TERMINATION OF THE WATER
SUPPLY CONTRACT BETWEEN THE STATE OF CALIFORNIA AND DEVIL'S DEN
WATER DISTRICT 3EING AMENDMENT NO. 16 TO WATER SUPPLY CONTRACT

BETWEEN THE STATE OF CALIFORNIA DEPARTMENT OF WATER RESOURCES. AND

CASTAIC LAKE WATER AGENCY

THIS CONTRACT is made this (Tl day of_IQm,m.Q/__,

1991, 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,réferred to as the "State", and Castaic
Lake Water Agency, herein referred to as the "Agency", and

Devil's Den Water District, herein referred to as "Devil's Den'.

RECITALS:
WHEREAS, the State and the Agency (formerly Upper Santa

Clara Water Agency) have entered into and subsequently amended a
water supply contract dated April 30, 1963, providing that the
State will supply certain quantities of water to the Agency, and
providing that the Agency shall make certain payments to the
State, and setting forth the terﬁs and conditions of such supply

and. such payment;
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WHEREAS, the State and Devil's Den have entered into

‘and subanﬁently anended.a water supply contract dated

pecember 20, 1963, providing that the State will supply certain

' quantities of water to Devil's Den, and providing that Devil's

114

Den shall make certain payments to the State, and setting forth
the termsvand conditions of such supply and such payment, (which
contract, as amended, is hereinafter referred to as the "Devil's
Den Contract'). pevil's Den has contracted in the Devil's Den
Contract for amounts of annual entitlements and maximum annual
entitlement as shown below, not including amounts already
delivered to Devil's Den in prior years:

ANNUAL ENTITLEMENTS

DEVIL'S DEN WATER DISTRICT
Total Annual Amount

Year in Acrc-Feet

1991 12,700
and each succeeding year
thereafter, for the term of

the contract as a Maximum
Annual Entitlement 12,700

WHEREAS, the Agency has purchased approximately 90
percent of the farmland comprising the Devil's Den Water District
with the intention of taking delivery of all of Devil's Den watex

from the State Water Project at castaic Lake; and,



WHEREAS, the State and the Agency deésire to make

certain changes to the Agency's pentioned contract, while

otherwise continuing the Ag

effect.
AGREEMENT:

NOW, fHEREFORE, the parties agree that the following

changes are made to the Age

State, effective January 1,

ency's contract in full force and

ncy‘s water supply contract with the

1992.

1. Table A is amended to read as follows:

TABLE A

ANNUAL ENTITLEMENTS
CASTAIC LAKE WATER AGENCY

Calendar
Year _
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992

And each succeeding year thereafter,

term of this contract

VRONAUISWLNE

21

Total Annual Amount
__in Acre-Feet

for the

3,700
5,000
5,700
6,700
8,936

12,400

15,400

18,200

21,200

24,100

24,762

28,000

30,400

32,800

34,800

37,300

39,600

41,800

43,600

45,600

48,000

50,100

52,000

54,200

54,200

54,200

115



2. (a) For the purpose of reductions'in deliveries
due to a shortage in water supply pursuant to Article 18(a), the
12,700 acre-feet added to the Agency's Table A by this amendment
shall be deemed to be water used for agricultur&l purposes.

(b) In the absence of information to the contrary

as determined by the Department: |

(1) Unless scheduled otherwise pursuant to
Article 12 of the Agency's water supply contract with the State,
the first 41,500 acre-fﬁet requested by the Agency in any year to
be delivered from the Agency's delivery structure at Castaic Lakc
shall be presumed to be used for municipal and industrial
purposes, and

(2) Water requested by the Agency in any Yyear
to be delivered from the Devil's Den turnout in Reach 31A shall

be presumed to be used for agricultural purposes.

3. (a) The Agency may request delivery of the 12,700

acre-feet added to the Agency's Table A by this amendment from a
turnout at Castaic Lake, but the Department ghall not be
obligated to deliver thi water south of the Coastal Branch (Reach
8D) in any way that would intertére with delivery of water to
other contractors under Table A, Articlé 12(d), or Article 14(b)
of their contracts.

. (b) The Agency may request delivery of up to'12,700
acre-feet of annual entitlement through the Devil's Den turnout

* in Reach 31A.

116



W
W

4, Article 12(c) of the Agency's contract with the
State is amended to read:
(c) Limit on Rate of Delivery to Agency

(1) In no event shall the State be obligated to
deliver water to the Agency from Castaic Lake at a total combined
instantaneous rate of flow exceeding ninety-nine (99) cubic feet
per second, except as this rate of flow may be revised by
amendment of this article after submission to the State of the
Agency's reguests with respect to maximum flow capacities to be
provided in said-delivery structures, pursuant to Article 10.

(2) In no event shall the State be obligated to
deliver water to the Agency through the delivery structure at
Devil's Den from Reach 31A at a total combined instantaneous rate

of flow exceeding thirty-eight (38) cubic feet per second.

5. The proportionate use of facilities factors in the
Agency's Table B will be revised to include: )
(a) Additional capacity in the California Aqueduct
from the Sacramento-San Joaquin Delta throuéh Reach 31A of the
Coastal Aqueduct for transporting 12,700 acre-feet with no more
. _than a total amount in any one month of any year of project water

greater than eighteen (18) percent of that portion of the

Agency's annual entitlement for that year,
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(b) capacity in the california Aqueduct from the
coastal Aqueduct through Castaic Lake for transporting the

additional 12,700 acre-feet of entitlement water to the Agency,

‘and

(c) The 12,700 acre-feet of annual entitlement

added to the AgencY's Table A by this Amendment.

6. The Transportation capital cost component charges
allocated to the Agency shall be redetermined retroactively and
prospectively pased on this amendment. For the purposes of this
redetermination, all payments received by the State from Devil's
Den wWater District pursuant to the contract between the State and
pDevil's Den shall be deemed to have been received from the

Agency.

7. The increased Transportation minimum operation,
maintenance, power and replacement component charges allocaéed to
the Agency in accordance with Article 25(c) which are related to
the increase in the Agency's delivery capability for tne Aqueduct
reaches from the Ccoastal Aqueduct through Castaic Lake shall

begin January 1, 1992.



8. pucsuant’to Article 15(a), the State consents to
the Agéncy annuaily taking delivery of up to 12,700 écrleeet 6f
the Agency's Table A annual entitlement water at the turnout to
Devil's Den in Reach 31A consistent with Article 5(a) above. In
any year when the .Department deternmines that sufficient water is
available, Article 12(d), surplus, and unschgduled water may also
be delivered to the Agency in Reach 31A based upon the amount of

the Agency's Table A annual entitlement requested for delivery in

that reach.

o. The Agency agrees to indemnify, defend, and hold
harmless the State from any liability, expenses, defense costs,
attorney fees, claims, actions, 1iens and lawsuits of any kind

arising out of or related to the actions implementing this

amendment.

710. Covenants Between the State and Devil's Den:

The State and Devil's Den aéree, in consideration of
the assumption hereunder by the Agency and the State of nev
duties under tye castaic Lake Water Agency contract, that the
Devil's Den cOntrgct is terminated effective January 1, 1992, and-
the State and Devil's Den are -discharged, efféctive

January 1, 1992, from their respective duties under the Devil's

Den COntrdct.
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11. Upon termination of the Devil'slpen cont:;qg, thehﬂ
Agency shall: ; ?  ; ; B
| (a) Assume any remaining financial obligatidns
' owed by Devil's Den to the State including underpayments of
Transportation capital cost component charges which were
amortized to the end of the Project repayment period and
. (b) Receive the benefit of any prior overpayment
.of charges and other remaining obligations owed by the Staté to

Devil's Den including any amounts of water to be delivered under

Article 12(4).
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IN WITNESS WHEREOF, the parties hereto have. executed

this contract on the date first above written.

STATE OF CALIFORNIA

Approved as to legal form
and sufficiency: THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES
"”'"“'Chief Counsel D:..rect'.or

Department of Water Resources

CASTAIC LAKE WATER AGENCY

“« (19

A~

esideg¥ E. £. "Jerry" Gladbach

; .
£ EZe, VAA A

Secrefary Betty L. Cﬁ(ebérry ]

DEVIL'S DEN WATER .DISTRICT

0o a0
President Robert L. Larson
\ M AN
Secretary Laurie Foster
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STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 17 (THE MONTEREY AMENDMENT)
TO WATER SUPPLY CONTRACT BETWEEN THE
STATE OF CALIFORNIA DEPARTMENT OF
WATER RESOURCES AND CASTAIC LAKE WATER AGENCY

THIS AMENDMENT to the Water Supply Contract is made this

Zlﬂ day of M . , 1996, pursuant to the

provisions of the California Water Resources Development Bond Act,

the Cenéral 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 Castaic Lake Water Agency, herein referred to as the
"Agency".

RECITALS:

WHEREAS, the State and the Agency have entered into and
subsequently amended a water supply contract providing that the
State will 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
payment; and l

WHEREAS, on December 1, 1994; representatives o¢f ‘the
contractors and the State executed a document entitled "Monterey
Agreement - Statement of Principles - By the State Water Contractors
and the State of California Department of Water Resources For
Potential Amendments To The State Water Supply Contracts" (the

"Monterey Agreement"); and
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subsequently amended a water supply contract providing that the
State will supply certain quantities of water to the Agency, and
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and setting forth the terms and conditions of such supply and such
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contractors and the State executed a document entitled "Monterey
Agreement - Statement of Principles - By the State Water Contractors
and the State of California Department of Water Resources For
Potential Amendments To The State Water Supply Contracts" (the

"Monterey Agreement"); and







WHEREAS, the contractors and the State have negotiated ‘'an
| amendment to the water supply contracts to implement provisions of
| the Monterey Agreement (the "Monterey Amendment"); and
WHEREAS, the State and the Agency desire to implement such
| provisions by incorporating this Monterey Amendment into the water
| supply contract; |
NOW, THéREFORE, IT IS MUTUALLY AGREED that the following
changes and additions are hereby made to the Agency's water supply

contract with the State:

1. Article 1(d) is amended to r.adz-

(d) Contractor

-"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 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.

2. Article 1(k) is amended to read:

(k) Minimum Project Yield

"Minimum project yield" shall mean the dependable annual
-supply of project water to be made available, estimated to be
4,185,000 acre-feet per year, said amount to be determined by the
State on the basis of coordinated operation studies of initial
project conservation facilities and additional project conservation

facilities, which studies shall be based upon:
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(1) The estimated relative préportibﬁ of deliveries for
agricultural use to deliveries fbr municipal use for the year 1590,
and. the characteristic distributions of demands for these two uses
throughout the year. : |
' (2) Agféements now in effect or as hereafter amended or
supplemented between the State and the United States and others
regarding the diversion or utilization of waters of the Delta or

streams tributary thereto.

3. Article 1(hh) is amended to read:

(hh) Water System PFacilities

(hh) "Water System Facilities" shall mean the following
| facilities to the extent that they are financed with water system
revenue bonds or to the extent. that other financing of such
facilities is reimbursed with proceeds from water system 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 environméntal 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(h) (2)
designed to develop no more than 25,000 acre-feet of project

yield from each project,

3




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

(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 conservation
or transportation facilities existing as of January 1, 1987,
and to all other facilities described in this subarticle (hh)
except for item (5), %

(9) A project facilities corporation yard, and

(10) A project facilities operation center.

4. Article 1(3j) is added to read:

(jj) Interruptible water

"Interruptible water" shall mean project water available as
determined by the State that is not needed for fulfilling
contractors' annual entitlement deliveries as set forth in their
i water delivery schedules furnished pursuant to Article 12 or for
| meeting project operational requirements, including storage goals

for the current or following years.

5. Article 1(kk) is added to read:

(kk) Nonproject water

"Nonproject water" shall mean water made available for
; delivery to contractors that is not project water as defined in

Article 1(3).
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6. Article 1(ll) ie added to read:

(11) "Monterey Amendments” shall mean this amendment and
substantially similar amendments to other contractors' water supply
contracts that include, among other provisions, the ‘addition of

Articles 51 through S6.

7. Article 4 is amended to read:

4. OPTION FOR CONTINUED SERVICE

By written notice to the State at least six (6) months priorxr
to the expiration of the term of this contract, the Agency may elect

to receive continued service after expiration of said term under the

| following conditions unless otherwise agreed to:

(1) Service of water in annual amounts up to and
inclu&ing the Agency's maximum annual entitlement
hereunder.

(2) Service of water at no greater cost to the Agency
than would have been the case had this contract
continued in effect.

(3) Service of water wunder the same physical
conditions of sefvice, includiﬁg time, place,
amount and rate of delivery, as are provided for
hereunder.

(4) Retention of the same chemical quality objective
provision as is set forth herein.

(5) Retention of the same options to utilize the
project transportation facilities as are provided
for in Articles 18 (c) and 55, to the extent such

options are then applicable.

S
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Other terms and conditions of the continued service shall be

| reasonable and equitable and shall be mutually agreed upon. In the

event that said terms and conditions provide for continued service
for a limited number of years only, the Agency shall have the same
option to receive continued service here provided for upon .the

expiration of that and each succeeding period of continued service.

8. Article 7(a) is amended to read:

(a) Changes in Annual Entitlements

The Agency may, at any time or times during the term of this
contract, by timely written notice furnished to the State, request
that project water be made available to it thereafter in annual
amounts greater or less than the annual entitlements designated in
Table A of this contract. Subject to approval by the State of any
such request, the State's construction schedule shall be adjusted
to the extent necessary to satisfy the request, and the requested
increases or decreases in said annual entitlements shall be
incorporated in said Table A by amendment thereof. Réquests for
changes in annual entitlements for more than one year shall be
approved by the State: Provided, That no change shall be approved

if in the judgment of the State it would impair the financial

feasibility of project facilities.

9. The title of Article 12 is amended to read "Priorities,

Amounts, Times and Rates of Deliveries".
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10. Article 12(a)(2) is amended to read:
(2) Upon receipt of a preliminary schedule the State shall
review it and, after consultation with the Agency, shall make such

modifications in it as are necessary to insure the delivery of the

| annual quantity allocated to the Agency in accordance with

| Article 18 and to insure that the amounts, times, and rates of

delivery to the Agency will be consistent with the State's overall

| delivery ability, considering the then current delivery schedules
| of all contractors. On or before December 1 of each year, the State
| shall determine and furnish to the Agency the water delivery

| schedule for the next succeeding year which shall show the amounts

of water to be delivered to the Agency during each month of that

year.

11. Article 12(d) is deleted.

12. Article 12(f) is added to read:

(f) Priorities

Each year water deliveries to the contractors shall be in
accordance with the following priorities to the extent there are
confliqts;

First, project water to meet scheduled deliveries of

| contractors' annual entitlements for that year.

Second, interruptible water to the extent contractors' annual
entitlements for that year are not met by the first priority.

Third, project water to fulfill delivery requirements pursuant

| to Article 14 (b).




Fourth, project water previously stored pursuant to:Articles
12 (e) and S6. |
' Fifth, nonproject water to fulfill contractors' annual
entitlements for that year not met by the first two priorities.
Sixth, additional interruptibie water delivered to contractors
in excess of their annual entitlements for that year. -
Seventh, additional nonproject water delivered to contractors

in excess of their annual entitlements for that year.

13. Article 14 is amended to read:

Curtailment of Delivery

(a) State May Curtail Deliveries

The State may temporarily discontinue or reduce the delivery
of project water to the Agency hereunder for the purposes of
necessary investigation, inspection, maintenance, repair, or
replacement of any of the project'facilities necessary -for the
delivery of project water to the Agency, as well as due to outages
in, or reductions in capability of, such facilities beyond the
State's control or unuseability of project water due to an emergency
affecting project facilities. The State shall notify the Agency as
far in advance as possible of any such discontinuance or reduction,
except in cases of emergency, in which case notice need not be
given.

(b) Agency May Receive Later Delivery of Water Not

Delivered

In the event of any discontinuance or reduction of delivery
of project water pursuant to subdivision (a) of this article, the
Agency may elect to receive the amount of annual entitlement which

otherwise would have been delivered to it during such period under
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the water delivery schedule for that year at other times during the
yYear or the succeeding year to the extent that such water ‘is then
available and such election is consistent with the State's overall
delivery ability, consiaering the then current delivery schedules

of annual entitlement to all contractors. ‘ S A

14. Article 16(a) is amended to read:

(a) Limit on Total of all Maximum Annual Entitlements

The Agency's maximum annual entitlement hereunder, together
with the maximum annual entitlementé of ail other contractors, shall
aggregate no more than the minimum project yield as defined herein

and in no event more than 4,185,000 acre-feet of project water.

15. Article 18 is amended to read:

18. SHORTAGE IN WATER SUPPLY

(a) - Shoftngcl; Delivery Priorities

In aﬂy year in which there may occur a shortage due to drought
or any other cause whatsoever, in the supply of project water
available for delivery to the contractors, with the result that such
supply is less than the total of the annual entitlements of all
contractors for that year, the State shall allocate the available
supply in proportion to each contractor's annual entitlement as set
forth in its Table A fof that year and shall reduce the allocation
of project water to each contractor using such water for
agricultural purposes and to each contractor using such water for
other purposes by the same percentage of their respective annual
entitlements for that year: Provided, that the State may aliocate

on some other basis if such is required to meet minimum demands of

9




contractors for domestic supply, fire protection, or sanitation
during the year. If a contractor is allocated more water than it
requested, the excess water shall be reallocated among the other
contractors in proportion to their annual entitlements as provided
for above. The fg:egoing provisions of this subdivision shall be
inoperative to the extent necessary to comply with subdivision (c)
of ‘this article and to the extent that a contractor's annual
entitlement for the respective year reflects established rights
under the area of origin statutes precluding a reduction in
deliveries to such contractor.

(b) - Deleted

(c) Permanent Shortage; Contracts for Areas-of-Origin

In the event that the State, because of the establishment by
a party of a prior right to water under the provis;ons of Sections
11450 through 11463 of the Water Code, enters into a contract with
such party for a dependable‘supply of project water, which contract
| will cause a permanent shortage in the supply of project water to
| be made available to the Agency hereunder:

(1) The State shall: (i) equitably redistribute the costs of
all transport;tion facilities included in the System among all
contractors for project water, taking into account the diminution
of the supply to the Agency and other prior contractors in
accordance with the terms of their contracts, and (ii) revise the
Agency's annual entitlements and maximum annual entitlement, by
amendment of Table A of this contract to corxespond to the reduced
supply of project water to be made available to the Agency:
Provided, That such redistribution of costs of transportation

facilities shall not be made until there has been reasonable

10

131




W ®® N o0 1 S W N

T S R B N T T T o O T T T T
wNHO\DWQQU‘IhWNHO

132

| from such redistribution of costs.

| opportunity for the Agency to exercise the option provided for in

(2) below, and for other prior contractors to exercise similar

| options.

(2) The Agency, at its option, shall have the right to use

i any of the project transportation facilities which by reason of such

permanent shortage in the supply of project water to be made

available to the Agency are not required for delivery of project

| water to the Agency, to transport water procured by it from any
| other source: Provided,.That such use shall be within the limits
| of the capacities provided in the project transportation facilities
| for service to the Agency under this contract: Provided further,

' That, except to the extent such limitation in Section 12931 of the

Water Code be changed, the Agency shall not use the project
transportation facilities under this option to transport water the

right to which was secured by the Agency through eminent domain

i unless such use be approved by the Legislature by concurrent
:resolution with a majority of the members elected to each house
?voting_in favor thereof. This option shall terminate upon a
| redistribution of costs of transportation facilities by the State
| pPursuant to (1) above. 1In the event that this option is exercised,
| the State shall take such fact into account in making such
| redistribution of costs, and shall offset such use as is made of the
; project transportation facilities pursuant thereto against any

| reduction in the Agency's payment obligation hereunder resulting

-

11




(d) Reinstatement of Entitlements

If after any revision of annual entitlements and maximum

circumstances arise which, in the judgment of the State, justify a
| revision upward of the same, the State shall, with the consent of
the affected contractor, reinstate proportionately the previously
reduced entitlements of such contractor to the extent deemed
| justified, and shall equitably redistribute the costs of the project
transportation facilities if inequities would otherwise occur as a
result of such reinstatement of entitlements.

(e) Advance Notice of Delivery Reductions

The State shall give. the Agency written notice as far in
advance as possible of any reduction in deliveries to it which is
to be made under subdivision (a) of this article and, to the extent
possible, shall give the Agency written notice fivé '(5) years in
| advance of any reduction in its annual entitiements and maximum
annual entitlement under subdivision (c) of -this article. Reports
; submitted to the Agency pursuant to Article 16(c) may constitute
such notices.

(f) No Liability for Shortages

Neither the State nor any of its officers, agents, or
employees shall be liable for any damage, direct or indirect,
| arising from shortages in the amount of water to be made availab;e
for delivery to the Agéncy under this contract caused by drought,
operation of area of origin statutes, or any other cause beyond its

| control.

12
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16. 0ld Article 21 "Sale of Surplus Water"” is deleted and
replaced by new Article 21 "Interruptible Water Service"
to read:

21l. Interruptible Water Service

(a) Allocation of Interruptible Water

Each year from water sources available to the project, the

State shall make available and allocate interruptible water to

| contractors in accordance with the procedure in Article 18(a).

Allocations of interruptible water in any one year may not be

| carried over for delivery in a subsequent year, nor-shall the
| delivery of interruptible water in any year impact a contractor's
{ approved deliveries of annual entitlement or the contractor's
E allocation of water for the'next year. Deliveries of interruptible
| water in excess of a contractor's annual entitlement may be made if

 the deliveries do not adversely affect the State's delivery of

annual entitlement to otkLer contractors or adversely affect project

| operations. Any amounts of water owed to the Agency as of the date
j of this amendment pursuant to former Article 12(d), any contract
: provisions or letter agreements relating to wet weather water, and
I any Article 14 (b) balances accumulated prior to 1995, are canceled.

? The State shall hereafter use its best efforts, in a manner that

causes no adverse impacts upon other contractors or the project, to
avoid adverse economic impacts due to a contractor's inability to
take water during wet weather.

(b) Rates

For any interruptible water delivered pursuant to this

| article, contractors shall pay the State the same (including

| adjustments) for power resources (including on-agueduct,

13




off-aqueduct, and any other nger) incurred in the transportation
of spch}water as’if such iﬁterrupcible water were entitlemént water,
as well as all incremental oPera;ipn, maintenance, and replacemeﬂt
costs, and any other incremental costs, as determined by the Stai:e.
The State shall not include any administrative or contract
preparation charge. Incremental costs shall mean those nonpower
costs which would not be incurred if interruptible water were not
scheduled for or delivered to the contractor. Only those
contractors not participating in the repayment of the capital costs
of a reach shall be required to pay any use of facilities charge for
the delivery of interruptible water through that reach.

(c) Contracts

To obtain a supply of interruptible water, a contractor shall
execute a furthef contract with the State which shall be in
conformity with this article and shall include at least provisions
concerning the scheduling of deliveries of interruptible water and

times and methods of payment.

17. Article 22(j) is amended to read:

(§) Notwithstanding provisions of Article 22(a) through (i),
the capital cost component and the minimum OMP&R component of the
Delta Water Charge shall include an annual charge to recover the
Agency's share of the conservation portion of the water system
revenue bond financing costs. Charges to the Agency for these costs
shall be calculated in accordance with provisions in Article S0 of
this contract. Charges for the conservation portion of the water
system revenue bond financing costs shall not be affected by any

reductions in payments pursuant to Article S1.
14
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18. The first paragraph of Article 24(b) is amended to read:
(b) In the first step, the total amount of capital costs of

each agueduct reach to be returned to the State shall be allocated

: among all contractors entitled to delivery of project watexr from or

through the reach by the proportionate use of facilities method of

| cost allocation and in accordance with (1) and (2) below. The
| measure of the proportionate use of each contractor of each reach
| shall be the average of the following two ratios: (i) the ratio of

| the contractor's maximum annual entitlement to be delivered from or

through the reach to the total of the maximum annual entitlements

| of all contractors to be delivered from or through the reach from

the year in which charges are to be paid through the end of the

| project repayment period and (ii) the ratio of the capacity provided -
| in the reach for the transport and delivery of project water to the
| contractor to the total capacity provided in the reach for the

| transport and delivery of project water to all contractors served

from or through the reach from the year in which charges are to be

§ paid through the end of the project repayment period. Allocations
i of capital costs to the Agency pursuant hereto shali be on the basis

| of relevant values which will be set forth in Table B of this

contract by the State aslsoon as designs and cost estimates are
prepared by it subsequent to receipt of requests from.the Agency as
to the maximum monthly delivery capability to be provided in each
aqueduct reach of the project transportation facilities for the
transport ‘and delivery of project water to the Agency, pursuant to
Article 17(a): Provided, That these values shall be subject to
redetermination by the State in accordance with Article 28: Provided

further, That the principles and procedures set forth in this

15
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subdivision shall be controlling as to allocations of capital costs
to the Agency. Proportionate use of facilities factors for prior
years shal) not be adjusted by the State in response to changes or
transfers cf entitlement among contractors unless otherwise agreed
by the State and the parties to the transfer and unless there is no

impact on past charges or credits of other contractors.

19. Article 24(g) is amended to read:

(é) Notwithstanding provisions of Articlé 24 (a) théough (),
the capital cost component of the Transportation Charge shall
include an annual charge to recover the Agency's share of the
transportation portion of the water system revenue bond finanéing
costs. Charges to the Agency for these costs shall be calculated
in accordance with the provisions of Article 50 of this contract.
Charges for the transportation portion of the water system revenue
bond financing costs shall not be affected by any reductions in

payments pursuant to Article 51.

20. Article 25(4) (3) is amended to read:

(3) An interim adjustment in the allocation of the power costs
calculated in accordance with (2) above, may be made in May of each
year based on April revisions in approved schedules of deliveries
of project and nonproject water for contractors for such year. A
further adjustment shall be made in the following year based on
actual deliveries of project and nonproject-water for contractors
provided, however, in the event no deliveries are made through a
pumping plant, the adjustments shall not be made for that year at

that plant.

le
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21. Article S0(j) i= added to read:
(j) Amounts payable under this article shall not be affected

by any reductions in payments pursuant to Article S1.

' 22. Article 51 is added to read:
51. FINANCIAL ADJUSTMENTS
(a) General Operating Account
(1) The State shall maintain a General Operating Account to
provide the moneys needed to pay obligations incurred by the State

of the types described in Water Code sections 12937(b) (1) and (2)

.in the event of emergency or cash flow shortages.

(2) An initial deposit of $15 million shall be made available
from revenue bond reserves that are no longer required by revenue
bond covenants and that would . otherwise be credited to the
contractors including the Agency. 1In 1998 or when the funds become
available an additionai‘ $7.7 million will be deposited in the
General Operating Account from revenue bond reserves that are no
longer required by revenue bond covenants and that woula otherwise
be credited to the conﬁractors including the Agency, bringing the
deposits to that account under this article to $22.7 million.

(3) The balance in the General Operating Account will
increase pursuant to subdivision (e) (3) (v) of this article to an
amount determined by the State but not in excess of $32 million.
However, after the year 2001, the maximum amount of the fund may
increase or decrease annually by not more than the same percentage
as the increase or decrease in the charges, other than power éha;ges

for pumping water, to all the contractors for the previous year from
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the charges for the year before that for obligations under
subdivisions (c) (2) (ii) and (iii) of this article.

(b) State Water Facilities Capital Account

¢ (1) The State shall establish a State Water Facilities
Capital Account to be funded from revenues available under Water
Code section 12937(b) (4). Through procedures described in this
article and as limited by this article, the State may consider a;
a revenue need under subdivision (c) (2) (v) of this article and may
deposit in the State Water Facilities Capital Account the amounts
nécessary to pay capitai costs of the State Water Facilities for
which neither general obligation bond nor revenue bond proceeds are
available, including but not limited to planning, reconnaissance and
feasibility studies, the San Joaquin Valley Drainage Program and,
through the year 2000, the CALFED Bay-Delta Program.

(2) The Director of the Department of Water Resources shall
fully consult with the contractors and consider any advice given
prior to depositing funds i;u:o this account for any purposes.
Deposits into this account shall not exceed the amounts specified‘
in subdivision (c).(2) (v) of this article plug any amounts determined
pursuant to subdivision (e) (1) (iii) of this article.

(3) The State shall use revenue bonds or other sources of
moneys rather than this account to finance the costs of construction
of any major capital proﬁects.

(c) Calculation of Pinancial Needs

(1) Each year the State shall calculate in accordance with
the timing provisions of Articles 29 and 31 the amounts that would
have been charged (but for this article) to each contractor as

provided in other provisions of this contract.
18
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(2) Each year the State shall also establish its' revenue

needs for the following year for the following purposes, subject to

the following limitations:

(i) The amount required to be collected under the
provisions of this contract, other than this article, ‘with respect
to all revenue bonds issued by the State for Project Facilities.

(ii) The amount required for payment of the reasonable
costs of the annuél maintenance and operation of the State Water
Resources Dévelopment Sysi:em and the replacement of any parts
thereof as described in Water Code section 12937(b) (1). These costs
shall not include operation and maintenance costs of any Federal .
Central Valley Project faci;ities constructed by the United States
and acquired by the State of California after 1994, other than the-
State's share of the joint use facilities which include San Luis
Reservoir, the San Luis Canal and related facilities.

(iii) The amount required for payment of the principal
of and interest on the bonds issued pursuant to the Burns-Porter Act
as described in Water Code section 12937(b) (2).

(iv) Any amount required for transfer to the California
Water Fund. in reimbursement as described in Water Code section
12937(b) (3) for funds utilized from said fund for construction of
the State Water Resources Development System.

(v) For the years 1998 and thereafter, the amount needed
for deposits into the State Water Facilities Capital Account as
provided in subdivision (b) of this article, but* (A) not more than
$6 million per year for the years 1998, 1999 and 2000, and (B) not

more than $4.5 million per year for the years 2001 and thereafter.
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(3) Subject to the provisions of subdivision (e) of this
article, the State shall reduce the annual charges in the aggregate
for all contractors by the amounts -by which the hypothetical charges
calculated pursuaht'to subdivision (¢) (1) above exceed the }eVenue
needs determined pursuanﬁ to subdivision (c)(2) above. The
reductions under this article shall be apportioned among the
contractors as provided in subdivisions (d), (e), (f) and (g) of
this article. Reductions to contractors shall be used to reduce the
payments due from the contractors on each January 1 and July 1;
Provided, however, that to the extent required pursuant to
subdivision (h) of this article, each Agricultural Contractor shall
i_pay'to the Agricultural Rate Management Trust Fund an amount equal
to the reduction allocated to such Agricultural Contractor. .Any
default in payment to the trust fund shall be subject to the same
remedies as any default in payment to the State under this contract.

(4) The State may submit a supplemental billing to the Agency
for the year in.an amount not to exceed the amount of the prior
reductions for such year under this article if necessary to meet
unanticipated. costs for purposes identified in Water Code section
12937(b) (1) and (2) for which the State can issue billings under
6ther provisions of this contract. Any supplemental billing made
to the Agency for these purposes shall be in the same proporfion to
the total supplemental billings to all contractors £or these
purposes as the prior reduction in charges to the Agency in that
year bears to the total reductions in charges to all contractors in
that year and shall be treated as reducing the amount of the
reduction made available for that year to the Agency by the amount

of the supplemental bill to the Agency.
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(S) The State may also submit a supplemental billing to the
Agency for the year if necessary to meet unanticipated costs for
revenue bond debt service and coverage for which the State can issue
a statement of charges under provisions of this contract iother than
this article. The relative amounts of any supplemental billing made
to the Agency and to other contractors for revenue bond purposes-
shall be governed by such other applicable provisions of this
contract.

(6) Payment of any supplemental billing shall be due thirty
days aftexr the date of the invoicé. Delinquency and interest on
delinquent amounts due shall be governed by Article 32.

(d) Apportionment of Reductions: betwaen Agricultural and
Urban Contractors

(1) Reductions available ﬁnder this article are projected to
begin to occur in 1997. The numbers and percentages in this
subdivision reflect certain estimates of dollars and sharing of
reductions. The actual reductions may vary slightly from the
amounts described Selow. The State shall determine the aQailability
of reductions for each year in accordance with this article.

(2) Reauctibns shall be phased in as follows:

(i) In 1997 reductions in the amount of $14 million are
projected to be available and shall be applied as follows: the first
$10 million of reductions shall be apportioned among the
Agricultural Contractors, and the remaining reductions shall be
apportioned among the Urban Contractors.

(ii) 1In 1998 reductions in the amount‘éf $17 million are
projected to be available and shall be applied as follows: the first

$10 million of reduqtions shall be apportioned among the
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| Agricultural Contractors, and the remaining reductions shali be
| apportioned among the Urban Contractors.

{iii) In 1999 reductions in the amount of $32 million
4| are project+d to Be available and shall be applied as follows: the
i first $10 riillion of reductions ehall be apportioned among the
Agricultural Contractors, and the remaining reductions shall be
| apportioned among the U;ban Contractors.

(iv) In 2000 reductions in the amount of $33 million are
| projected to be available and shall be applied as follows: the first
| $10 million of reductions shall be apportioned among the
Agricultural Contractors, and the remaining reductions shall be
| apportioned among the Urban Contractors. '

(3) (i) In the event that the aggregate amount of reductions
in any of the years 1997 through 2000 is less than the respective
amount projected for such year in subdivision (d) (2) above, the
shortfall shall be taken first from reductions that would have been
| provided to Urban Contractors. Only after all reductions to Urban
E Contractors have been eliminated in a given year shall the remaining
shoftfall be _taken from reductions scheduled for Agricultural
Contractors. Any projected reductions not made available due to
such shortfalls in the years 1997 through 2000 shall be deferred
with interest atl the project interest rate to the earliest
subsequent years when reductions in exéess of those projected for
those years are available. Such deferred reductions with interest
at the project interest rate shall be applied to the charges of the
contractors whése reductions have been deferred.

(ii) In the event that the aggregate amount of

reductions available in any of the years 1997 through 2000 is

22
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| greater than the sum of (A) the respective amount projected for such

| year in subdivisioﬂ (d) (2) above, plus (B) the amount of any

shortfall with accrued interest at the pro;ect LnCerest rate,

remaznzng from any prlor year to be applied, the excess shall be

| applied for the purposes and in the amounts per year descrlbed in

subdivisions (e) (3) (iii), (iv), (v) and (vi) of this article, in
that order.

(4) In 2001 and in each succeeding year reductions equal to

| or in excess of $40.5 million are projected to be available and

shall be applied as follows:

(i) If reductions are available in an amount that equals

| or exceeds $40.5 million, $10 million of reductions shall be
| apportioned among the Agricultural Contractors, and $30.5 million

| of reductions shall be apportioned among the Urban Contractors. 1If

reductions are available in en amount greater than $40.5 million,

| the excess shall be applied as provided in subdivision (e) (3) of

this article, subject however to subdivision (e) (1).

(ii) If reductions are available in an amount less than
$40.5 million.in any of these years, the reductions shall be divided
on a 24.7% - 75.3% basis between the Agricultural Contractors and
the Urban Contractors respectively. Any such reductions not made
due to shoftages shall be applied without interest in the next year
in which reductions in an amount'inlexcess of $40.5 million are

available pursuant to subdivision (e) (3) of this article with any

‘remainder that is not available carried over without interest to be

applied in the earliest subsequent years when reductions in excess

of $47.5 million are available.
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(S) Annual charges to a contractor shall only béi}educed
prospectively from and after the date it executes the Monterey
Amendment to this contract. Apportionments of reductions shall be
calculated on the assumption that all contractors have executed such
amendment .

(e) Review of Pinancial Requirements

(1) In 2001 and every fifth year thereafter the Director of
the Department of Water Resources, in full consultation with the
contractors, will review the financial requirements of the State
Water Resources Development System and determine the following:

(1) The amount of revenues that are needed for State

| Water Resources Development System purposes in addition to those

: needed for the purposes specified in subdivisions (c) (2) (i), (ii),

(iii), and (iv) of this article;

(ii) If the aggregate amount that would have been

| charged to all contractors in any year but for this article exceeds
| the sum of (A) the amount of revenues needed for the purposes
? specified in subdivisions (c) (2) (i), (ii), (iii) and (iv), plus (B)

f S40.5 million, plus (C) the amount determined pursuant to

| subdivision (c) (2) (v) of this article, the amount of such excess.

(iii) The amount of the excess determined in subdivision

(e) (1) (ii) above that should be collected by the State for

addifional State Water Resources Development System purposes and the

amount of such excess that should be used for further annual charge
reductions.

(2) After making the determinations required above, the State

may collect the revenues for additional State Water Resources
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Development System purposes in the amount determined pursuant to
subdivision (e) (1) (iii) above.

(3) If and to the extent that as a result of such

| determinations, the aggregate amount to be charged to contractors

is to be reduced by more than $40.5 million per year, the following
priorities and limitations shall apply with respect to the
application of such additional reductions:

(i) First, reductions shall be allocated to make up
shortfalls in reductions from those projected for the years 1997
through 2000 with interest at the project interest rate pursuant to
subdivision (d) (3) (i).

(ii) Second, reductions shall be allocated to make up
shortfalls in reductions from those projected for the years
beginning with 2001 without interest pursuant to subdivision
(d) (¢4) (ii).

(iii) Taird, additional reductions in the amount of §2
million per year shall be apportioned among the Urban Contractors
until a total of $19.3 million in such additional reductions have
been so applied.

(iv) Fourth, reductions up to an additional $2‘millionv
per year shall be allocated to make up.any shortfalls in the aﬁnual
reductions provided for in subdivision (e) (3) (iii).

(v) Fifth, $2 million per year shall be charged and
collected by the State and deposited in the General Operating
Account to bring the account ultimately up to an"amount;determined
by the State but not in excess of $32 million with adjustments as

provided in subdivision (a) of this article. Any amount in the
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account in excess of this requirement shall be returned to general
project revenues. .

(vi) . Sixth, remaining amounts if any shall be used for
reductions divided on a 24.7% - 75.3% basis between the Agricultural
Contractors and the Urban Contractors respectively. e |

(£) Apportionment of Reductions among Urban Contractors.
Reductions in annual charges apportioned to Urban Contractors under
subdivisions (d) and (e) of this article shall be further allocated
among Urban Contractors pursuant to this subdivision. The amount
of reduction of annual charges for each Urban Contractor shall be
based on each Urban Contractor's proportionate share of total
allocated capital costs as calculated below, for both project .
conservation and project transportation facilities, repaid by all
Urban Contractors over the project repayment period.

(1) The conservation capital cost component of the reduction
allocation shall be apportioned on the basis of maximum annual
entitlement. Each Urban Contractor's proportionate share shall be
the same as the percentage of that contractor's maximum annual
entitlement to the total of all Urban Contractors' maximum annual
entitlements.

(2) The transportation capital cest component of the
reduction allocation shall be apportioned on the. basis' of
transportation capital c¢ost component repayment obligations,
including interest over the project repayment period. Each Urban
Contractor's proportionate share shall be the. same as the percentage
that the contractor's total transportation capital cost component

repayment obligation is of the total of all Urban Contractors'

transportation capital cost component repayment okligations.
26
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(i) Recalculations shall be made annually through the
year 1999. Beginning in the year 2000 recalculations shall be. made
every five years unless an Urban Contractor requests a recalculation
for an interim year and does so by a request in writing delivered
to the Department by January 1 of the year in which the
recalculation is to take place. ; &

(ii) The transportation capital cost component
repayment cobligations, for purposes of this Article 51(f), shall be
based in the year of recalculation on the then most recent
Department of Water Resources Bulietin 132. Table B-15, ."Capital
Cost Component of Transportation Charge for Each Contractor," or its
equivalent, excluding any costs or entitlement associated with
transfers of entitlement .from Agricultur#l Contractors pursuant to
Article S3.

(3) To reflect the relat;ve proportion of the conservation
capital cost component and the transportation capital cost componenf
to the total of all capital cost repayment obligations, the two cost
components shall be weighted as follows:

(1) The conservation capital cost component shall be
weighted with a thirty percent (30%) factor. The weightiqg shall
be accomplished by multiplying each Urban Contractor's percentage
of maximum annual entitlements as calculatedlin subdivision (f) (1)
of this article by thirty percent (30%).

{ii) The transportatiop capital cost component shall be
weighted with a seventy percent (70%) factor. The weighting shall
be accomplished by multiplying each Urban Contractor's percentage

of transportation capital cost component repayment obligations as
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calculated in subdivision (£) (2) of this article by seventy percent
(70%) .

| iii) A Fotal, weighted capital cost percentage shall
be calculatad for each Urban Contractor by adding the weighted
conservation capital cost component percentage to their weighted
transportation capital cost component percentage.

(4) The total amount of the annual charges to be reduced to
Urban Contractors in each year shall be allocated among them by
multiplying the total amount of annual charges to be reduced to the
Urban Contractors by the total, weighted capital cost percentages
for each such contractor. If the amount of the reduction to an
Urban Contractor is in excess of that contractor's payment
obligation to the Department for that year, such excess shall be
reallocated among the other Urban Contractors.

(5) 1In the case of a permanent transfer of urban entitlement,
the proportionate share of annual charge reductions associated with
that entitlement shall be transferred with the entitlement to the
buying contractor. In the case of an entitlement transfer by either
Santa Barbara County Flood Control and Water Conservation District
or San Luis Obispo County Flood Control and Water Conservation
District, the reductions in annual charges to that agency shall be
allocated (a) on the basis of that entitlement being retained by
that agency which bears Coastal Branch Phase II transportation
costs, (b) on the basis of that entitlement being retained by that
agency which does not bear Coastal Branch Phase II transportation
costs, and (c¢) on the basis of the balance of that agency's
entitlement which also does not bear Coastal Branch Phase II

transportation costs.
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(g) Apportionment of Reductions Among Agricultural
Contractors

(1) Reductions in annual charges apporticned to Agricultural
Contractors under subdivisions (d) and (e) of this article shall be
allocated among the Agricultural Contractors pursuant to ghis
subdivision. The amount of reduction of annual charges for each
Agricultural Contractor for the years 1997 through 2001 shall be
based on each Agricultural Contractor's estimated proportionate
share of the total project costs, excluding the variable operation,
maintenance, power and replacement components of the Delta Water

Chargé and the Transportation Charge and also excluding off-aqueduct

power charges, to be paid by all Agricultural Contractors for the

years 1997 through 2035, calculated without taking into account this
article. For purposes of these calculations, Kern County Water
Agency's and Dudley Ridge Water District's estimated project cétts
shall not include any costs associated with ﬁhe 45,000 écre-feet of
annual entitlement being relinquished by those contractors pursuant
to subdivision (i) of Article 53. Also, for purposes of these
calculations, an Agricultural Contractor's estimated project costs
shall not be reducéd by the transfer of any of the 130,000 acre-feet
of annual entitlements provided for in subdivisions (a) through (i)
of Article S3. The proportionate shares for 1997 tﬁrough 2001
shall be calculated as follows:

(i) Each Agricultural Contractor's statement of charges
received on July 1, 1994, shall be the initial basis for calculating
the proport;onate shares for the five years 1997 through 2001.

(ii) Each Agricultural Contractor's estimated capital

and minimum components of the Delta Water Charge. and the
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| Transportation Charge (excluding off-aqueduct power charges) and
| Water Revenue Bond Surcharge shall be totaled for the years 1957
| through 2035. .

(1ii) Kern County Water Agency and Dudley Ridge Water
| District totaled costs shall bg reduced for the 45,000 acre-feet of
annual entitlement being relinquished by them.

(iv) Any reductions in an Agricultural Contractor's
il totaled costs resulting from the transfer of any of the 130,000
| acre-feet of annual entitlement shall be re-added éo that
| contractor's costs. _ |
(v) Each Agricultural Contractor's proportionate share
| shall be computed by dividing that contractor's total costs by the
| total costs for all Agricultural Contractors determined pursuant to
subparagraphs (ii), (iii) and (iv) above.

(2) IThe reductions in annual éharges, for 1997 thrdugh 2001,
shall be calculated using the method described in subdivision (g) (1)
.of this article. '

(3) The allocation shall be recalculated using the same
| method described in subdivision (g) (1) of this article every five
| years beginning in 2002, if any Agricultural Contractor requests
| such a recalculation. Any recalculation shall be based on project

| cost data beginning with the year that the recalculation is to

become effective through 2035.
24 (h) Agricultural Rate Management Trust Fund
25 (1) Establishment. Through a trust agreement executed

26 contemporaneously with this amendment, the State and the

27 Agricultural Contractors that sign the Monterey Amendments shall
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| establish the Agricultural Rate Management Trust Fund with a

mutually agreed independent trustee.

(2) Separate Accounts. The trustee shall maintain within the

| trust fund a separate account for each Agricultural Contractor that
| signs the trust agreement to hold deposits made pursuant to this

i article.

(3) Deposits. Each Agricultural Contractor that signs the
trust agreement shall deposit into such contractor's account within
the trust fund, at the same time as payments would otherwisge be

required by this contract to be made to the State, an amount equal

| to the amount by which such contractor's charges under this contfacﬁ

have been reduced by reason of this article, until the balance in
such contractor's account within the trust fund is the- same
percentage of $§150,000,000 as such contractor's percentage share of

reductions made available to all Agricultural Contractors as

| specified in subdivision (g) of this article. 1In 2002 and every

fifth year thereafter, the Agricultural Contractors will review the

maximum accumulation in the trust fund (the "Cap") and determine

| whether the cap should be adjusted. However, the Cap shall not be
| reduced below an aggregate of $150,000,000 for all Agricultural

{ Contractor accounts.

(4) * Trust Pund Disbursements.

(i) In any yeaf in which the State's allocation of water
to an Agriculﬁural Contractor by April 15th of that year is less
than one-hundred percent (100%) of the contractor's requested annual
entitlement for that year, the trustee shall, to the extent there
are funds in that contractor's account, distribute to the State from

such account for the benefit of that contractor an amount equal to
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the percentage of the total of that contractor‘'s statement of
charges for that year, as redetermined by the State on or about May
15th of that year, for (a) the Delta Water Charge; (b) the capital
cost and minimum operation, maintenance, power and replacement
components of the Transportation Charge (including off-aqueduct
power charges); and (c) the water system revenue bond surcharge,
that is equal to the percentage of that contractor's annual
entitlement for that year that was not allocated to it by the State
by April 15th of that year.

(ii) In addition to the provisions of subdivision
(h) (4) (i) of this article, if on April 15 of any year iny of the
irrigable land within the Tulare Lake Basin Water Storage District.
(Tulare) is flooded, and Tulare in writing requests the trustee to
| do so, the trustee shall, to the extent there are funds in Tulare's
account, distribute to the State from such account for the benefit
of Tulare an amount equal to the percentage of the total of Tulare's
statement of charges for that year, as redetermiped by the State on
| or about May 15th of that year, for (a) the Delta Water Charge; (b)
the capital cost and minimum components of the Transportation Charge-
(including off-aqueduct power charges); and (c) the water system
revenue bond surcharge, that is equal to the percentage of the
irrigable'land within Tulare that is flooded on April 15.

(iii) Each Agricultural Contractor shall remain
obligated to make payments to the State as required by other
articles in this contract. Any amount to be”disbursed pursuant to
subdivisions (h) (4) (i) and (h) {4) (ii) shall be paid by-the trustee
to the State on July 1 of the year involved and shall be credited

by the State toward any amounts owed by such respective Agricultural
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| Contractor to the State as of that date. However, an Agricultural

Contractor may direct the trustee to make the disbursement to that

Agricultural Contractor which shall in turn make the payment to the

| State as required by other provisions of this contract. I1f the

amount to be disbursed exceeds the amount owed to the State by such

| contractor as of July 1, the excess shall be disbursed by the

Trustee to the State at the time of and 'in payment of future
obligations owed to the State by such contractor. Alternatively,
upon the request of such contractor, all or part of the excess shall

be paid by the trustee to that contfactor in reimbursement of prior

| payments by the contractor to the State for that year,

(5) Payment of Supplemental Bills. 1In any year in which a
supplemental bill has been submitted to an Agricultur#l'Contractor
pursuant to subdivision (c) (4) of this article, such supplemental
bill shall be treated as reducing by an equal amount the obligation
of such. contractor for that year to make payments into the
Agricultural Rate Management Trust Fund. To the extent that such

contractor has already made payments to the trust fund in an amount

{ in excess of such contractor's reduced trust fund payment

obligation, such contractor may request the trustee to use the

| excess from the trust fund to pay the supplemental bill.

(6) Discharge of Payment Obligation. .Each payment to the

State by the trust fund shall discharge and satisfy the Agricultural

| Contractor's obligation to pay the amount of such payment to the
| State. No reimbursement of the trust fund by “the Agricultural
| Contractor for such payments shall be required. However, each

| Agricultural Contractor shall continue to make deposits to the trust
28 §

fund matching the amount of edch year's reductions as provided in
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subdivision (d) of this article so long as the amount in that
contractor's account is less than its share of the Cép.

(7)) Distribution of Funds in Excess of the Cap. Whenevar
accumulated funds (including interest) in an Agricultural
; Contractor's account in the trust fund exceed that contractor's
share of the Cap, or the estimated remaining payments the contractor
is required to make to the State prior to the end of the project
l repayment period, that contractor may direct the trustee to pay such
| excess to the contractor. F
(8) Termination of Trust Fund. At the end of the project
| repayment period, the Agricultural Rate Management Trust Fund shall
; be terminated and any balances remaining in the accounts for each
| of the Agricultural Contractors shall be disbursed to the respective
Agricultural Contractors.

(i) Definitions. For the purposes of this articlg, the
following definitions will apply:
(1) "Agricultural Contractor" shall mean the following
| agencies as they now exist or in any reorganized form:
' (i) County of Kings,
(ii) Dudley Ridge Water District,
(iii) Empire West Side irrigation Disﬁrict,
(iv) Kern County Water Agency for 993,300 acre-feet of
its entitlement,
(v) Oak Flat Water District,
(vi) Tulare Lake Basin Water Storage District.
(2) "Urban Contractor" shall mean every other agency having
a long term water supply contract with the State as they exist as

| of the date of this amendment or in any reorganized form as well as
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| Kern County Water Agency for 119,600 acre-feet of its entitlement.

(jJ) Except as provided in subdivisions (c)(4) and (c) (s):,
this article shall not be interpreted to result in any greater State

| authority to charge the contractors than exists under provisions of

| this contract other than this article.

23. Article 52 is added to read:

8$2. KERN WATER BANK

(a) The State shall convey to the Kern County Water Agency
(KCWA) in accordance with the terms set forth in the agreement

| between the State of California Department of Water Resources and |
| Kern County Water Agency entitled "Agreement for the Exchange of the
| Xern Fan Element of the Kern Water Bank" (the Kern Water Bank

Contract), the real and personal property described therein.
(b) Subject to the approval of KCWA, other contractors may
be provided access to and use of the property conveyed to KCWA by

the Kern Water Bank Contract for water storage and recovery. Fifty

| percent (50%) of any project water remaining in storage on December

31, 1995, from the 1990 Berrenda Mesa Demonstration Program and the
La Hacienda Water Purchase Program shall be transferred to KCWA
pursuant to the Kern Water Bank Contract. The remaining fifty
percent (50%) of any such water (approximately 42,828.5 acre-feet)
shall remain as project water and the State’s recovery of such
project wvater shall be pursuant to the provisions of a separate
recovery contract. Any other Kern Water Bank demonstration program
water shall remain as project water and the State’s recovery of such

water shall be pursuant to the provisions of the respective

contracts for implementation of such demonstration progranms.
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24. Article 53 is added to read:

$3. PERMANENT TRANSFERS AND REDUCTIONS OF ENTITLEMENT

(a) Article 41 provides that no assignment or transfer of
a contract’ or any part“thereof, rights thereunder or interest
therein by a contractor shall be valid unless and until it is
approved by the State and made subject to such reasonable termsland
conditions as the State may impose. In accordance with State policy
to assist water transfers, the State and the County of Kings, Dudley
Ridge Water District (DRWD), Empire West Side Irrigation District,
Kern County Water Agéncy (KCWA), Oak Flat Water District and Tulare
Lake Basin Water Storage District (for the purposes of this article
the "Agricultural Contractors") shall, subject to the conditions set
fofth in this article, expeditiously execute any necessary documents
and approve all contracts between willing buyers and willing sellers
until permanent transfers totaling 130,000 acre-feet of annual
entitlements of the Agricultural Contractors and, to the extent
provided in such contracts, rights in project transportation °
facilities related to such annual entitlement have been made to
other contractors (the "Urban Contractors") or noncontractors in
accordance with the provisions of this article. Such approval
requirement shall apply to.all contracts executed prior to January
1, 2011. KCWA shall be responsible for approval of such transfers
for any portion of the 130,000 acre-feet not previously made
available under this article by the other Agricultural Contractors.
A contract between a willing buyer and a willing seller shall mean
a contract between (1) a buyer which is an Urban Contractor or, to
the extent provided in subdivision (e) of this article, a

noncontractor and (2) a seller which is an Agricultural Contractor
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; or a public entity which obtains project water from an Agricultural

' Contractor.

(b) The State shall not be obligated to approve any transfer

| of annual entitlements if in its judgment the transfer would impair

the security of the State's bondholders and the State may ' impose

| conditions on any transfer as necessary to make the delivery of the
| water operationally feasible and to assure that the transportation

| costs associated with the transferred entitlement are fully repaid.

Transfers not approved by the State shall not be considered as part

| of the 130,000 acre-feet of annual entitlements provided for in this

article.

(c) KCWA member units shall have 90 days to exercise a right
of first refusal to purchase any annual entitlements being offered
for sale to Urban Contractors by another KCWA member unit pursuant

to this article, other than those annual entitlements made available

| to Urban Contractors by subdivision (d) of this article, by agreeing

to pay the same price offered by the buyer. Any such sales to KCWA

member units exerciéing such right of first refusal shall not be

| considered a part of the 130,000 acre-feet of annual entitlements

| provided for in this article.

(d) Any permanent transfers of annual entitlements by

| Agricultural Contractors to noncontractors, including transfers to

KCWA urban member units or to KCWA's Improvement District Number 4,
other than transfers pursuant to subdivision (c) of this article,
will be considered a part of the 130,000 acre-feet of annual
entitlements provided for in this article if the Urban Contractors

have been given a right of first refusal to purchase such annual
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entitlements as well as transportation rights in accordance with the
following terms and procedure:

(1) The Agricultural Con;rgctor;shall provide the State a
copy of a'bona fide contract or Proposed Contract (the "Proposed
Contract") and the State shall; within five working days of receipt,
provide copies of such Proposed Contract to all Urban Contractors
together with a Notice of Proposed Contract stating the date on or
before which a thicé of Intent to Exercise a Right of First Refusal
(NOI) must be delivered to both the State and the seller, which date
shall be 90 days from the date the State maiis the Notice of
Proposed Contract.

(2) The Proposed Contract shall provide for the transfer of
rights in project transportation facilities sufficient to deliver
to the seller's service area in any one month eleven percent (11%)
of the annual entitlement being transferred or such greater amount
as the seller determires to sell; Provided, however, that sellers
shall not be obligated to sell any transportation rights in the
.Coastal Aqueduct.

(3) To exercise the right of first refusal, an Urban
Contractor shall deliver to the State and the seller its NOI within
the time period stated in the Notice of Proposed Contract and shall
proceed in good faith to try to complete the transfer to the Urban
Contractor. If two or more Urban Contractors deliver NOI's to the
State, the amount of annual entitlement and transportation rights
being sold shall be allocated among those Urban Contractors that are
prepared to perform the purchase by the Performance Date provided
for herein in proportion to their maximum annual entitlements, or

in another manner acceptable to the Urban Contractors delivering the
38
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NOIs. An offer by an Urban Contractor in its NOI to purchase less
than the entire annual entitlement and transportation right being
transferred shall not be deemed to be an effective exercise ofythe
right of first refusal unless other Urban Contractorslsupmit NOIs
to purchase the remainder of the annual entitlement and
transportation right or the noncontractor buyer agrees. to purchasé
the remainder at the same unit price and on the same terms and
conditions provided for in the Pfopoecd Contract. The Performance
Date shall be the date upon which the Urban Contractor is prepared
to perform the purchase, which date-shall be the later of: (1) 180
days after the delivery of the NOI or (2) the date set forth in the
Proposed Contract for the noncontractor buyer to perforﬁ the
purchase.

The Performance Date shall be extended at the request of the
Urban Contractor if a temporafy restraining order or preliminary
ihjunction is in effect as a result of a lawsuit challenging the
execution of the contract on the basis of noncompliance with the
California Environmental Quality Act. Such extensions shall
continue until five days after the temporary restraining order or
injunction expires or until the Urban Contractor requests it be
discontinued, whichever occurs first. The Urban Contractor shall
be liable for any damages suffered by the seller as a result of such
extensions of the Performance Date.

(4) If the seller and the noncontractor buyer under the
Proposed Contract make any substantive changeé‘ixx the Proposed
Contract, such changes shall constitute a new Proposed Contract that
cannot be performed without compliance with all of the procedures

set forth in this article.
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(5) 1If an Urban Contractor isguing a NOI fails to complete

its exercise of the Right of First Refusal by thé Performance Date,
the seller shall be free to sell its entltlement in substantial
conformance w1th the terms and condltlons set forth in the Proposed
Contract . An Urban Contractor issuing a NOI may assign its .rights
to exercise a right of first refusal to another Urban Conﬁfactor and
the assignee shall have the same rights as the assignor to complete
the purchise by the Performance Date.

(6) In exercising the Right of First Refusal, 'an Urban

O 00 N O W AW R

Contractor, at its option, may either agree to perform the Proposed
Contract in its entirety, including all of its terms and conditions,
or agree to pay the price offered under the Proposed Contract for
the annual entitlemént and transportation rights without condition
and without being entitled to.enforce or being subject to anylother
provisions of tﬁe Proposed Contract.

(e) As used in this article, "price" shall mean the dollar
amount of consideration provided for in the Proposed Contract.

(f) Upon the effective date of any such transfer, the seller
shall be religved_of and the buyer shall become liable to the Staﬁe
for all prospective Delta Water Charges, the related Transportation
Charges and any other charges for the annual entitlements and
associated transportation rights transferred unless the seller and
buyer provide otherwise in the contract for the transfer and the
State approves such other provisions. However, the contractor
making the sale shall remain obligated to the State to make the
payments if the buyer defaults on its payments to the State related
to the water transferred and is not a party to a long term water

supply contract of the type contained in Department of Water

40
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Resources Bulletin Number 141. If the contractor making the sale
is required to make any payments to the State as a result of the
buyer's default, the entitlement transferred to the defaulting buyer
shall, if provided for in the Proposed Contract, revert back to the
contractor making the sale. The buyer may also be liable for any
charges imposed pursuant to subdiviﬁion (g) of this article.

(g) A contractor which is a buyer of annual entitlement
pursuant to this article may receive deliveries using any portion
of the capacity previously provided by the State in each reach of
the project transportation facilities for-such contractor that is
necessary for transporting the entitlement purchased by it on the
same basis as any other entitlement provided for in its Table A in
effect prior to the date of the Monterey Amendment. Such contractor
may also use any transportation rights transferred to it by a seller
in the same manner as the seller was entitled to use them and any
unused capacity in any of the reaches specified in this paragraph
80 long as project operations and/or priority of service of water
to other contractors participating in repayment of capital costs in
such reaches .is not adversely affected. The State shall not be
responsible for any fesulting adverse impacts upon its ability ﬁo
provide such contractor peaking capacity. The capital .cost and
minimum, operation, maintenance, power and replacement components
of the Transportation Charge allocated to a buying contractor
needing transportation cgpacity in excess of the capacity factors
on which its charges are based in any reach shall be determined
prospectively based upon the increase in the buying contractor's
annual entitlement resulting from the purchase, and service of water

to fulfill annual entitlement to other contractors shall not .be
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impaired. * The capital costuaqd minimum operation, maintenance,
power and replacement components of the Transportation Charges shall
then be reallocated among the other entities participating in
repayment of costs of that reach. For the purposes of this
determination, all payments received by the State from the seller
relating to the annual entitlement sold shall be deemed to have been
received from the buying contractor. Any iqcreased Transportation
minimum operation, maintenance, power and replacement component
charges allocated to the buying conﬁractor pursuant to this
subdivision (g) shall begin January 1 of the year following the
effective date of the transfer.

(h) Individual contractors may transfer entitlements among
themselves in amounts in addition to those otherwise provided for
in this article. The State shall expeditiously execute any
necessary documents and approve all cdntracts involving permanent
sales of entitlements among contractors, including permanent sales
among Urban Contractors. Such sales shall be subject to the
provisions of subdivisions (b), (f) and (g) of this article;
Provided, hqﬂever, that for a buying contractor needing
Itransportation capacity in excess of the capacity factors on which
its charges are based in any reach, reallocation of the
Transportation capital cost component charges for transfers other
than (i) the 130,000 acre-feet provided for in this article and (ii)
the approximate 33,000 acre-feet of transfers proposed from
contractors located in Santa Barbara or San Luis Obispo counties,
shall be determined both prospectively and retroactively.

(i) On January 1 following the year in which such Monterey
Amendments také effect and continuing every year thereafter until
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the end of the project repayment period: (i) Kern County Water
Agency’'s (KCWA) annual entitlement for agricultural use as currently
designated in Table A-1 of its contract shall be decreased by 40, 670
acre-feet;  (ii) Dudley Ridge Water District’'s (DRWD) .annual
entitlement as currently designated in Table A of its contract shall
be decreased by 4,330 acre-feet; and (iii) the State’s prospective
charges (including any adjustments for past costs) for the 45,000
acre-feet of annual entitlements to be relinquished by KCWA and DRWD
thereafter shall be deemed to be costs of project conservation
{‘facilities and included in the Delta Water Charge for all
contractors in accordance with the provisions of Article 22. If by
November 20, 1995 and each October 1 thereafter until the Monterey
Amendments of both KCWA and DRWD take effect, KCWA and DRWD at their
option notify the State in writing that they will relingquish up to
their shares of 45,000 acre-feet of annual entitlements for the
following calendar year beginning before the Monterey Amendments
take effect, the State, when and if the Monterey Amendments take
effect, shall adjust the charges retroactively for the acre-feet
relinquished by KCWA and DRWD to January 1 of each year for which
water was relinquished. The delivery points for the 45,000
acre-feeé of annual entitlement to be relinquished shall be
identified for the State by KCWA and DRWD to enable the State to
calculate the transportation costs for the 45,000 acre-feet to be

included in the Delta Water Charge.
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25. Article 54 is added to read:
S4. Usage of Lakol_Cultnic.nnd Perris

(a) The State shall permit.the contractors participating in

| Perris (Reach 28J) to withdraw water from their respective service
connections in amounts in excess of deliveries approved pursuant to
| other provisions of the state water contracts. Each such contractor
shall be permitted to withdraw up to a Maximum Allocation from the
reach in which it is participating. The contractors participating
in repéyment: of Castaic Lake may withdraw a collective Maximum
| Allocation up to 160,000 acre-feet pursuant to this article, which
shall be apportioned among them pursuant to the respective
i proportionate use factors from the Department of Wﬁter Resources'
Bulletin 132-94, Table B-1 upon which capital cost repayment

| obligations are based, as follows:

Castaic Lake

| | Participating Proportionate Use Maximum
| Contractor Factor Allocation
. (Acre Feet)

The 0.96212388
Metxropolitan
Water District
| of Southern
| California
Ventura County 0.00860328 1,376
Flood Control
and Water
Conservation
District
Castaic Lake 0.02927284 4,684
Water Agency '

Total 1.00000000 160,000
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' The Metropolitan Water District ofVSOu:hé}ﬁ éélifofﬁié, as$
the only contractor participating in repéymeﬁt”bflbéke Perfis,
shall be allocated a Maximum Allocation at Lake Perris 6f 65,000
acre-feet based upon a proportionate use factor of 1.00000000.

The Maximum Allocation totals of 160,000 acre-feet and
65,000 acre-feet shall not be subject to adjustment. The
individual contractor's Maximum Allocations shall bé adjusted
only as agreed to among the contractors desiring to adjust their
Maximum Allocations. Adjustments between the contractors shall
be subject to approval of the Staté which approval shall be given

unless there are adverse impacts upon another contractor

f participating in the reach which are unacceptable to such

contractor. The participating contractors will, in consultation
with the State, cooperate with each other in an effort to promote
efficient utilization of Castaic Lake, and to minimize any
adverse impacts to each other, through coordination of deliveries
pursuant to other provisions of the State Water Contract as well
as withdrawals of allocations pursuant to this article.

(b) The. State shall operate Castaic and Perris Reservoirs
as transportation facilities in a manner consistent with this
article. A contractor desiring to withdraw a porﬂion or all of
its Maximum Allocation shall furnish the State with a proposed
delivery schedule. The proposed schedule may be submitted as
part of the preliminary water delivery schedule submitted
pursuant to Article 12(a) (1). Upon receipt of ahschedﬁle the
State shall promptly review it to ensure that the amounts, times
and rates of delivery will be consistent with the State’s ability

to operate the reach. The contractor may modify its proposed
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delivery schedule at any time, and the modified schedule shall be
subject to réview in the éahe m;ﬁner. If\ﬁecessary, £he State
may modify the schedule after consultatibn.with the contractor
and other cohtraétors'partiéipating in rep#ymentﬁof ﬁhat reach
but may not. chaﬁge the total gquantity of water to belwiﬁhdrawn.
As part of tﬁé consultation, the State shall advise a contractor
if it determines a withdrawal will ‘adversely impact the rate of
delivery provided for the contractor in this contract. The State
shall not be.responsible for any such impacts.

(¢) A contractor may withdraw all or a portion of its.
Maximum Allocation. It shall restore any withdrawn portion of
such allocation by furnishing an equivalent amount of replacement
water to the reservoir from which the water was withdrawn within
five years from the year in which the withdrawal takes place. The
unused portion of the allocation, in addition to any replacement
water furnished to the reservoir, shall remain available for
subsequent withdrawal. The State shall keep an accounting 6f the
contractor’'s storage withdrawals and replacements. 1In any year,
the State shall permit a contractor to withdraw an amount
equivalent to the contractor’'s Maximum Allocaﬁion minus remaining
replacement water requirements due to previous withdrawals. If
the contractor fails to schedule and replace the withdrawn water
within the five-year return period, the State shall provide the
replacement water from water scheduled for delivery to the
contractor in the sixth year or as soon as possible thereafter.
The total amount of scheduled annual entitlement which a
contractor can use in any one year for restoring its Maximum

Allocation and storing water in surface storage facilities-
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| outside of its service area pursuant to Article 56 shall be the

| sum of the maximum amount the contractor can add to storage that

year pursuant to Article 56 and the amount of acre-feet shown in

| column 2 of the following table, depending on the State's final

water supply allocation percentage as shown in column 1.

1. ' 2.

Final Water Supply Maximum Acre-Feet of Scheduled
Allocation Entitlement for Restoring |
Percentage Maximum Allocationt
S0% or less 100,000

S1% 98,000
52% . 96,000
5 53% 94,000
| 54% 92,000
| B 55% 90,000
S6% , 88,000
57% 86,000
58% 84,000
59% 82,000
60% 80,000
61% ' 78,000
62% 76,000
63% 74,000
64% 72,000 I
65% 70,000 i
66% 68,000
67% 66,000
68% 64,000 .
‘69% - 62,000
70% 60,000 !
71% 58,000 |
72% 56,000 |
73% 54,000 ;
74% - 52,000 |
75 to 99% 50,000 i
100% no limit j

* Excludes the maximum amount that can be added to storage
in a year pursuant to Article 56, which may be used in

addition to the amounts in this table to restore Maximum

Allocation.

47




A contractor may use any of this total amount for

" replacement water but cannot use any more than that provided for

in Article 56 to add to storage in project surface conservation
facilities and in nonproject surface storage facilities. There
shall be no limit under this article on the amount of scheduled
annual entitlement a contractor can use to restore its Maximum
Allocation in a.year when its percentage of annual water supply
allocation is one-hundred percent (100%), nor shall there be any
limit under this article on the amount of interruptible water,
nonproject water or water obtained through an.exchange which a
contractor can use to restore its Maximum Allocation.

(d) For any replacement water furnished to reservoir
storage pursuant to this article, the responsible contractor
sﬁall pay the State charges for the conservation, if any, and
transportation of such replacement water as are associated with
the type of replacement water that is furnished, as if such water
were delivered to the turnout at the reservoir to which the
replacement water is furnished. Adjustments from estimated to
actual costs ghall be subject to provisions applicable to the
type of replacement water. The State shall not charge
contractors for water withdrawn pursuant to this article.

(e) The State shall operate capacity in Castaic and Perris
Reservoirs, not required for purposes of Maximum Allocation
deliveries, in compliance with the requirement of Article 17(b)
of The Metfopolitan Water District of Southern California's water
supply contract with the State to maintain an amount of water
reasonably sufficient to meet emergency reqguirements of the

contractors participating in repayment of that reach. A
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i contractor receiving water pursuant to this article accepts that

the State shall not be liable for any damage, direct or indirecﬁ,
arising from shortages in the amount of water to be made

available from that reservoir to meet the contractor's actual

| emergency requirements as a result of prior storage withdrawals
| by that contractor pursuant to this article. Nothing in this

| article shall bermit or require the State to adjust allocations

or deliveries under Article 18.
() To the extent a contractor, during a calendar year,
uses all or a portion of its Maximum Allocation, the State may,

to the extent necessary to service project'purposes, reduce that

| contractor's requested peaking service. Such reduction in

peaking service shall only occur to the extent such usage of
Maximum Allocation causes the State to be unable to provide all

peaking service requested. This paragraph shall not apply to the

| extent the contractor requested usage of Maximum Allocation as
| part of the preliminary water delivery schedule submitted

| pursuant to Article 12(a) (1).

(g) The State may reduce water stored in Castaic Lake and

| Lake Perris to the extent necessary for maintenance and to

respond to emergencies resulting from failure of project
transportation facilities or of other supply imporﬁation
facilities serving the Staté project servicé area. The State
shall promptly replace water within the Maximum Allocation as

soon as the need for the reduction terminates.
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26. 'Article 55 is added.to read:

"' 8§, Transportation of Nonproject Water

(a) Subject to the delivery priorities in Article 12(f),
contractors shall-have the right to receive services from any of
the project transportation facilities to transport water procured
by them from nonproject sources for delivery to their service
areas and to interim storage outside their service areas for
later transport and delivery to their service areas: Provided,
that except to the extent such limitation in Section 12931 of the
Water Code be changed, a contractor shall not use the project
transportation facilities under this option to transport water
the right to which was secured by the contractor through eminent
domain unless such use be approved by the Legislature by
concurrent resolution with the majority of the members elected to
‘each house voting in favor thereof.

(b) For any nonproject water delivered pursuant to this
article, contractors shall pay the State the same (including
adjustments) for power resources (including on-aqueduct,
off-aqueduct, and any other power) incurred in the conservation
and transportation of such water as if such nonproject water were

entitlement water, as well as all incremental operation,

maintenance, and replacement costs, and any other incremental
costs, which may include an administrative or contract

preparation charge, all as determined by the State. Incremental

costs shall mean those nonpower costs which ‘would not be incurred
if nonproject water were not scheduled for or delivered to
contractors. Only those contractors not participating in the

repayment of a reach shall be required to pay a use of facilities

50

171




NN DN DN NN R s
|

172

w o 3 o0 v b W N

| charge for the delivery of nonproject water from or through that

| reach. Costs for transporting water placed into interim storage

shall be paid in the same manner provided for in subdivision

(c) (6) of Article 56.

(¢) The amounts, times and rates of delivery of nonproject

| water shall be provided for pursuant to a water delivery schedule
| to be issued in the same manner as provided for in Article 12.
| The costs sbecified in this article shall be paid for at the same

| time the corresponding project water costs are paid.

27. Article 56 is added to read:

56. Use, Storage and Sale of Project Water Outside of
Service Area and Storage of Water in Project Surface
Conservation PFacilities

(ai State Consent to Use of Project Water Outside of
Service Area

Notwithstanding the provisions of Article 15(a), the State
hereby consents to the Agency storing project water outside its
service area for later use within its service area in accordance

with the provisions of subdivision (c) of this article and to the

| Agency selliné project watér for use outside its service area in

accordance with the provisions of subdivision (d) of this

article.
(b) Groundwater Storage Programs
The Agency shall cooperate with other contractors in the
development and establishment of groundwater storage programs.
(c) Storage of Project Water Outside of s-;vic. Area
(1) A contractor may elect to store project water outside

its service area for later use within its service area, up to the
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| limits and in accordance with the provisions provided for in this
f subdivision (c) and any applicable water right laws, by setting

é forth on tle preliminary water delivery schedule submitted to the
| State on o: before October 1 of each year pursuant to Article

f 12(a) the cuantity of project water it wishes to store in the
next succeeding year. There shall be no limit on the amount of
project water a contractor can store outside its service area

| during any year in a then existing and operational groundwater

: storage proéram. The amount of project water a contractor can

| add to storage in project surface conservation facilities and in
nonproject surface storage facilities located outside the

? contractor's service area each year shall be limited to the

| lesser of the percent of the contractor's Téble A annual
entitlement shown in column 2 or the acre-feet shown in column 3
of the foliowing table, depending on the State's final water
supply allocation percéntage as shown in column 1. However,
there shal; be no limit to storage.in nonproject facilities in a
| year in which the State's final water supply allocation

| percentage is one. hundred percent. These limits shall not apply

| to water stored pursuant to Article 12(e).

s2
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Final Waéér Supply ,Maximﬁm gércent of Maximum:;bre-Feet
Allocation Agency's Annual That Can be Stored
Percentage Entitlement That

Can be Stored
50% or less 100,000
S1% 104,000
52% 108,000
53% 112,000
54% 116,000
55% 30% 120,000
56% 31% 124,000
57% 32% 128,000
58% 33% 132,000
S9% 34% 136,000
~60% 3s% 140,000
61% 36% 144,000
' 62% 37% 148,000
. 63% 38% 152,000
% 64% 39% 156,000
65% 40% 160,000
| 66% . 41% 164,000
H 67% 42% 168,000
68% 43% 172,000
69% 44% 176,000
70% 45% 180, 000
71% 46% 184,000
72% 47% 188,000
73% 48% 192, 000
“ 74% 49% 196,000

’“ 75% or more

53

200, 000




(2) Storage capacity in project surface conservation
facilities at any time in ercess of that needed for project
- operatzons shall be made available to requestzng contractors for
storage of project and nonpro;ect water If such storage
: requests exceed the avallable storage capac1ty, the avallable
capacity shall be allocated among contractors requestlng storage
in proportion to their annual entitlements designated in their
Table A's for that year. A contractor may store water in excess
of its allocated share of capacity as long as capacity is
available for such storage.

(3) If the State determines that a reailocation of excess
storage capacity is needed as a result of project operations or
because of the exercise of a contractor's storage right, the
available capacity shall be reallocated among contractors
requesting storage in proportion to their annual entitlements
designated in their fable A's for that year. If such
reallocation results iﬁ the heed to displace water from the
storage balance for any contractor or noncontractor, the water to

be displaced shall be displaced in the following order of

priority:

First, water, if any, stored for noncontractors.

22 Second, water stored for a contractor that previously was in
23| excess of that contractor's allocation of storage capacity.

24 Third, water stored for a contractor that previousiy was

25) within that contractor's allocated storage capacity.

264 The State shall give as much notice as feasible of a

potential displacement.
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(4) Any contractor electing to store project water outsgide
its service area pursuant to this subdivision may not sell
project water under the provisions of subdivision (d) of this

article during the year in which it elected to store project

| water. This limitation shall not apply to replacement water

furnished to Castaic and Perris Réservoirs pursuant to Article
S4, nor to the storage of water introduced into a groundwater
basin outside a contractor's service area if recovery is intended
to occur within that contractor's service area.

(S) The restrictions on storage of project water outside a
contractor's service area provided for in this subdivision (c¢),
shall not apply to storage in any project offstream storage
facilities constructed south of the Delta after the date.of this
amendment .

(6) For any project water stored outside its service area
pursuant to this subdivision (9), a contractor shall pay the
State the same (including adjustments) for power resources
(including on-aqueduct, off-aqueduct, and any other power)
incurrea in the transportation of such water as the contractor
pays for the transportation of annual entitlement to the reach of
the project transportation facility from which the water is
delivered to storage. If annual entitlement is stored, the Delta
Water Charge shall be charged only in the year of delivery to
interim storage. For any stored water returned to a project
transportation facility for final delivery to its service area,
the contractor shall pay the State the saﬁe for perr resources
(including on-aqueduct, off-aqueduct,_and any other power)

incurred in the transportation of such water calculated from the
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| point of return to thg agueduct to the turn-out in the
contractor's service area. In’additionh the contraétor shall pay
all incremental operation, maintgnance, and‘replacement costs,
and any other incremental costs, as determinéd by the State,
E which shall not include any administrative or contract )
p;eparation charge. Incremental costs shall mean those nonpower
costs which would not be incurred if such water were scheduled
for or delivered to the contractor's service area instead of to
interim storage outside the service area. Only those contractors
not participating in the repayment of a reach shall be required
to pay a use of facilities charge for use of a reach for the
delivery of water to, or return of water from, interim storage.

(7) A contractor electing £o store project water in -
nonproject facility within the service area of another contractor
shall execute a contract with that other contractor prior to
. storing such water which shall be in conformity with this article
and will include at least provisions concerning the point of
delivery and the time and method for transporting such water.

(d) Sale of Project Water For Use Outside Service Area

(1) If in any year a contractor has been allocated annual
entitlement that it will not use within its service area, the
contractor has not elected to store project water in accordance
with the provisions of subdivision (c) of this articlé during
that year, and the contractof has not elected to carry over
entitlement water from the prior year pursuant to the provisions
of Article 12(e), the contractor may sell such annual
entitlement for use outside its service area in accordance with

the following provisions.
56
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(2) Each year the State shall establish an annual
entitlement water pool (the Pool) for contractors wishing to sell
or buy project water pursuant to the provisions of this
subdivision. The Pool shall constitute the exclusive means of
selling portions of annual entitlements not desired by
contractors that year. Contractors willing to sell to or buy
water from the Pool shall notify the State in writing of their
desire to do so indicating the quantity to be sold or purchased.
Contractors shall have the first priority to purchase all water
placed in the Pool. The State may.purchase any watef remaining
in the Pocl not purchased by contractors at the same price
available to contractors and use such water for the purpose of
providing additional carryover storage for contractors: Provided,
that the State shall consult with the contractors prior to making
any such purchases.

(3) Each year, the price per acre-foot to be paid by the
State to contractors selling water piaced in the Pool on or
before February 15 that is purchased by a contractor requesting
such purchase by March 1 or by the State on March 1 shall be
equal to fifty percent (50%) of the Delta water réte as of that
date. The price per acre-foot to be paid to the State for the
purchase of water from the Pool by a contractor placing a request
for such purchase on or before March 1 shall be equal to fifty
percent (50%) of the Delta water rate as of that date. Any water
placed in the Pool on or before February 15 that is not purcﬁased

by contractors or the State by March 1 may be withdrawn from the

Pool by the selling contractor.
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(4) Each year the price per acre-foot to be paid by the
' State td contractors selling water remaining in the Pool or
| Placed in the Pool after February 15, but on or before March 15
'Ethat is pur:hased~by a contractor requestirng such purchase by
April 1 or by the State on April. 1 shall be equal to twenty-five
percent (25%) of the Delta water rate as of that date. The price
per acre-foot to be paid to the State for the purchase of water
from the Pool by a contractor placing a request for such purchase
between March 2 and April 1 shall be equal to twenty-fivé percent
(25%) of the Delta water rate as of the later date. Any waﬁer
placed in the Pocl on or before March 15 that is not purchased by
a contractor or the State by April 1 may be withdrawn from the
Pool by the selling contractor.

(5) 1If there are more requests from contractors to purchase
water from the Pool than the amount in the Pool, the water in the
Pool shall be allocated among those contractors request;ng such
watef in proportion to their annual entitlements for that year up
to the amount of their requests. If requests to purchase water
from the Pool total less than the amount of water in the Pool,
the sale of Pool water shall be allocated among the contraétors
selling such water in proportion to their respective amounts of
water in the Pool. |

(6) Any water remaining in the Pool after April 1 that is’
not withdrawn by the selling contractor shall be offeréd by the
State to contractors and noncontractors and ‘sold to the highest
bidder: Provided, that if the highest bidder is a noncontractor,
all contractors shall be allowed fifteen days to exercise a right

of first refusal to purchase such water at the price offered by
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the noncontractor. The price to be paid to the selling
contractor shall be the amount paid by the buyer exclusive of the
amount to be paid by the buyer to the State pursuant to
subdivision (d) (7) of this article.

(7) For any water delivered from the Pool to contractors,
the buyer shall pay the State the same for power resources
(including on-aqueduct, off-aqueduct, and any other power)
incurred in the transportation of such watef as if such water
were entitlement water, as well as all incremental operaﬁion,
maintenance, and replacement costs, and any other incremental
costs, as determined by the State, which shall not include any
administrative or contract preparation charge. Incremental costs
shall mean those nonpowér costs which would not be incurred if
such water were not scheduled for or dglivered to the buyer.

Only those buyers not participating in the repayment of a reach
shall be required to pay any use of facilities Eharge for the
delivery of such water from or through the reach. Adjustments
from estimated to actual costs shall be computed by the State
pursuant to these provisions and shall be paid by the buyer or
credited to the buyer at the times and interest rates described
in Article 28(c).

(e) Continuance of Article 12(e) Carry-over Provisions

The provisions of this article are in addition to the
provisions of Article 12(e), and nothing in this article shall be
construed to modify or amend the provisions of Afticle 12(e).

Any contractor electing to sell project water during any year in
accordance with the provisions of subdivision (d) of this

article, shall not be precluded from using the provisions of
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Article 12(e) for carrying over water from the last three months

| of that year into the first three months of the succeeding year.

(f) Bona Fide Exchanges Permitted
"Nothing in this article shall be deemed to prevent the

Agency from entering into bona fide exchanges of project water

| for use ocutside the Agency's service area with other parties for
| project water or nonproject water if the State consents to the

| use of the project water outside the Agency's service area.

Also, nothing in this article shall be deemed to prevent the
Agency from continuing those exchange or sale arrangements

entefed into prior to September 1, 1995, which had previously

| received any required State approvals. A "bona fide exchange"

shall mean an exchange of water involving a contractor and

another party where the primary consideration for one party
furnishing water to another is the return of a substantially
similar amount of water, after giving due consideration to the

timing or other nonfinancial conditions of the return.

| Reasonable payment for costs incurred in effectuating the

| exchange and reasonable deductions from water delivered, based on

expected storége or transportation losses may be made. A "bona
fide exchange" shall not include a transfer of water from one
contractor to another party involving a significant payment
unrelated to costs incurred in effectuating the exchange. The
State, in consultation with the contractors, shall have aﬁthority
to determine whether transfers of water constitute "bona fide
exchanges" within the meaning of this paragraph and not disguised

sales.
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(g) Other Transfers

Nothing in this article shall be deemea to modify or amend
the provisions of Article 15(a), or Article 41, except as
expressly provided for in subdivisions (¢) and (d) Sf:tﬁi;;

article.

28. All balances of wet weather and Article 12(d) water

| otherwise available to any contractor executing the Monterey

Amendment shall be eliminated as of the effective date of such

{ amendment and no new balances for such water shall be

i established.

29. Effective Dates and Phase-in.
(a) No Monterey Amendment to any contractor's water supply
contract shall take effect unless and until both of the followiﬁg

have occurred (1) the Monterey Amendments to both the Kern County

| Water Agency's and The Metropolitah Water District of Southern
| California's contracts have been executed and no legal challenge

| has been filed within sixty days of such execution or, if filed,

a final judgment of a court of competent jurisdiction has been

| entered sustaining or validating said amendments; and (2) the

| State has conveyed the property which constitutes the Kern Fan

Element of the Kern Water Bank to Kern County Water Agency
pursuant to the Kern Water Bank Contact provided for in Article

52 either on or before October 1, 1996 or, if theé conveyance on

such date has been prevented by an interim court order, within
| ninety days after such court order has become ineffective so long

| as said ninety days expires not later than January 1, 2000. The
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October 1, 1996 date and the January 1, 2000 date may be extended
by unanimous agreement of the State, Kern County Water Agency an&
The Metropolitan Water District ofiSouthern California.

(b) The,§tate shall adminisfer the water supply contracts
of any contractors that]do not éxecute’the Monterey Amendment so
that such contractors are not affected adversely or to the extent
feasible beneficially by the Monterey Amendments of other
contractors' water supply contracts.

(c) 1f a court of competent jurisdiction issues a final
judgment or order determining that any part of a contractor's
Monterey Amendment is invalid or unenforceable, all provisions of
that amendment shall be of no force or effect as to such
contractor, except as provided in subdivisions (e) and (f) of
this paragraph. _

(d) If any part of the Monterey Amendment of the Kern
County Water Agency's or The Metropolitan Water District of
Southern California's contracts or if the cohveyance of the Kern
Fan Element of the Kern Water Bank to the Kern County Water
Agency provided for in Article 52 is determined by a court of
competent jurisdiction in a final judgment or order to be invalid
or unenforceable, the Monterey Amendments of all contractors and
the Kern Water Bank Cﬁntract shall be of no force and effect
except as provided in subdivisions (e) and (f) of this paragraph.

(e) Notwithstanding subdivisions (c), (d) and (£) of this
paragraph, if any part of the Monterey Amendment of the Kern
County Water Agency's or The Metropolitan Water District of
Southern California's contract is determined by a court of

competent jurisdiction in a final judgment or order to be invalid

€2
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or unenforceable, and if Articles 52 and S3 (i) hévexbéen‘

1
2‘ implemenﬁed (i.e., the property which constitutes the Kern Fan
3] Element of the Kern Water Bank has been conveyed by the State ard
4 the 45,000 acre-feet of annual entitlements have been Lo
5f relinquished to the State), the implementation.pf the j
6§ relinquishment shall not be reversed unless the implemenfatioﬁ of
7 the conveyance is also reversed, and conversely, implementation
8 of the conveyance shall not be reversed unless .implementation of
98 the relinquishment is also reversed. Nothing in this subdivision
10§ shall affect any party's right to éeek additional damages,
11§ compensation or any other remedy available at law or in equity..
12 (f£) The total invalidity or unenforceability of one
13} contractor's Monterey Amendment as provided for in subdivision
148 (c) of this paragraph or of all contractor's Monterey Amendments
15} as provided for in subdivision (d) of this paragraph or of the
16§ xern Water Bank Contract as provided for in subdivision (d) of
17} this paragraph may be avoided only if such invalidity or
18 unenforceability is explicitly waived in writing signed by the
19 State, Kern County Water Agency and The Metropolitan Water
20
21
22
23
24
25
26
27
28
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
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District of Southern California. 1In cases arising under
subdivision’ (c) or (d), the affected contractor whose Monterey
Amendment tas been determined to be partially invalid or

unenforceable must first request the waiver.

- IN WITNESS WHEREOF, the parties hereto have executed this

Amendment on the date first above written.

Approved as to legal form STATE OF CALIFORNIA
and sufficiency DEPARTMENT OF WATER
- RESOURCES

/ 0,
=W/ 1"! A"’Aég,ath “f%?zIHQAAE;;EE%EEéfEESh*____
Chief Counsel Director

Department of Water Resources

ATTEST:
=

: . [
ASSISTANT SECRETARY

GCENELAL A7 PE A
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STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 18 TO THE WATER SUPPLY CONTRACT
BETWEEN
THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES
AND
CASTAIC LAKE WATER AGENCY

THIS AMENDMENT to the Water Supply Contractis made this_____ 3 / &5 day of
M , 1999, pursuant to the provisions of the Califomia Water Resources

Development Bond Act, the Central “/alley Project Act, and other applicable laws of the State of

California, between the State of Califoria, acting by and through its Department of Water Resources,

herein referred to as the "State,” and Castaic Laké Water Agency, herein referred to as the "Agency."

RECITALS:

A. The State and the Agency have entered into and subsequently amended a Water
Supply Contract (the "Water Supply Contract") providing that the State will supply
certain quantities of water to the Agency, and providing that the Agency shall make
certain payments to the State. and settina forth the terms and conditions of such

supply and such payment.
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AMENDMENT NO. 18

The contractors and the State have amended the Water Supply Contfacts t6

~ implement provisions of the Monterey Agreement (the "Monterey Amendment").
Among other thing;.. Article 53 of the Water Supply Contract provides for the
permanent transfer of up to 130,000 acre-feet of agricultural entitlement water to -
urban agencies.

The Agency and the Wheeler Ridge-Maricopa Water-Storage District have entered into an
Agreement to Purchase Wheeler Ridge-Maricopa Water Storage District State Water Project |
Entitement _to Water executed as of this date to provide for the sale by Kem County Water
Agency, herein referred to as "KCWA", on behalf of Wheeler Ridge-Marioqpa to the Agency
of 41,000 acre-feet per year of KCWA's annual entitiement that has been allocated to
Wheeler Ridge-Maricopa by KCWA under the contract between Wheeler Ridge-Maricopa
and KCWA dated January 8, 1970 and all amendments thereto.

The State and Agency wish to set forth their agreement as to such matters as (i) the
41,000 #cm-feet per year increase in the Agency's annual entitiement, (ii) the transfer of
related transportation repayment obligations, and (iii) the revision of proportionate use of
facilities factors set forth in the Water Supply Contract.

The State and KCWA are simultaneously with the execution and delivery of this
Amendment, entering into Amendment No. 28 to KCWA's Water Supply-Contract
between KCWA and the State in order to reflect (i) the transfer of Table A Entitlement
described herein, (ii) the transfer of related transportation repayment obligations, and
(iii) the revision of proportionate use of facilities factors.

2
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AMENDMENT NO. 18

G. This Amendment is permitted by the terms of the Water Supply Contréct. aﬁd except
as amended herein, the provisions -of the Water Supply Contract will remain in full
force and effect.

NOW, THEREFORE, it is mutually agreed that the following changes are hereby -
made to the Agency's Water Supply Contract:

1. ~ Article 53(j) is added to read:

() Inaccordance with Article 53(a) the Agency is increasing its Table A annual
entitiements by 41,000 acre-feet beginning in year 2000 and each succeeding year
thereafter for the term of the contract through a sale from Kern County Water
Agency of 41,000 acre-feet of the 130,000 acre-feet made available to Urban
Contractors. As a result of this sale, Table A as designated in Article 6(b) is

amended as follows:
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ANNUAL ENTITLEMENTS
CASTAIC LAKE WATER AGENCY
(Acre-fast)
Year
1 (1968)
2 (1969)
3 (1970)
4 (1871)
5 (1972)
6 (1973)
7 (1974)
8 (1975)
9 (1976)
10 (1977)
11 (1978)
12 (1979)
13 (1980)
14 (1981)
15 (1982)
16 (1983)
17 (1984)
18 (1985)
19 (1986)
20 (1987)
21 (1988)
22 (1989)
23 (1980)
24 (1991)
25 (1992)
26 {1983)
27 (1994)
28 (1995)
29 (1896)
30 (1997)
31 (1998)
32 (1999)
33 {2889
33 (2000)

TABLEA

And each succeeding year thereatter,
for the term of this contract as an

annual entitiement:

3,700
5,000
5,700

6,700
8,836
12,400
15,400
18,200

21,200
24,100
24,762
28,000
30,400

32,800
34,800
37.300
39,600
41,800

43,600
45,600
48,000
§0,100
52,000

54,200
54,200
54,200
54,200
54,200

54,200
54,200
54,200
54,200
64200
95,200

54:200
85,200

AMENDMENT NO. 18
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AMENDMENT NO. 18

The following apply to this sale:

(1)

(@

()

190

Increases in the Agency's Delta Water and Transportation Charges and Water
System Revenue Bond Surcharge resulting from the increase in the Agency's
annual entitlements for 2000 and each year thereafter shall commence
January 1, 2000, and be identified by the State and included in its annual |
Statement of Charges to the Agency.

All future adjustments in charges and credits of past costs associated with the
41 .000_ acre-feet of annual entitiement (or applicable portion thereof) and the

related transportation capacity in Reaches 1 through 16A of the California

Aqueduct shall be attributable to the Agency as if the Agency's anﬁual

entitiement and the related transportation capacity had been increased by the
41,000 acre-feet of annual entitiement purchased from the KCWA in years prior
to January 1, 2000.

For cost allocation and repayment purposes, Exhibit A attached hereto shows
entitiement and capacity amounts for each aqueduct reach in whlch the Agency
participates. These redetermined values shall be used to derive the proportionate
use of facilties factors as set forth in Table B as designated in Article 24(b). The
cgpaoity amounts shown in Exhibit A are estimated values. Actual values will be
used by the State in implementing the terms of this Amendment and in
redetermination of Table B of this Water Supply Contract under Article 28.



AMENDMENT NO. 18

Article 12(c)(1) which defines the limits on the instantaneous rate of flow to the Agency
from Castaic Lake tased on’peakihg factors, is modified to delete "ninety-nine (89)" and
replace it with "one hundred fifty (150)."

3. This Amendment is contingent upon the effectiveness of Water Supply Contract
Amendment No. 28, between thel State and the KCWA. If either amendment ceases to
be effective, the State may identify the date on which the contract amendments shall be
deemed inopérative. for the purpose of assuring timely repayment of contract obligations
and orderly administration of the long-term water supply contracts.

4. The Agency agrees to indemnify, defend, and hold harmless the State and any of its

| officers, agents, or employees from any liability, expenses.I defense costs, attorney fees,
_ claims, actions, liens and lawsuits of any kind arising from or related to any and all
actions implementing this Amendment and associated agreéments.

IN WITNESS WHEREOF, the parties hereto have executed this Amendment on the date

first above written. ' -

Approved as to legal form STATE OF CALIFORNIA
and ciency: DEPARTMENT OF WATER RESOURCES

~ﬁ0hief Counsel irector /

Department of Water Resources

CASTAIC LAKE WATER AGENCY

ATTEST:

Signature
\ r 5
issi_gecn:ﬁzf_. ors
lle Title
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AMENDMENT NO. 18

and Descriptions

& Aqueduct capacity in ¢fs is not applicable to Pyramid Lake (Reach 20H) and Castaic Lake

(Reach 30). The maximum instantaneous flow rate for deliv

Castaic Lake is 150 cfs.

192

eries to the Agency trom

EXHIBIT A
CASTAIC LAKE WATER AGENCY
ANNUAL ENTITLEMENT AND CAPACITY VALUES FOR EACH REACH
FOR COST ALLOCATION AND REPAYMENT ONLY
The values related 1o this transfer are estimated to be as follows:
Before Transfer Entitlement Capacity After Transfer
Transferred | Transterred | Additional Total - Total
Califomia Annual from from Capacity Annual Capacity
Aqueduct' |Entitiement | Capacity KCWA KCWA Required | Entitlement | (2)+(4)+(5)
' (AF) (cfs) (AF) (cts) (cts) (AF) (cts)

: (1) (2) (3) (4) (5) (6) (7)
Reach 1 54,200 95 41,000 122 0 95.200 217
Reach 2A 54,200 95 41,000 122 0 85,200 217
Reach 2B 54,200 95 41,000 122 0 95,200 217
Reach 3 54,200 95 41,000 122 0 95.200 217
Reach 4 . 54,200 95 41,000 122 0 95.200 217
Reach § 54,200 95 41,000 122 0 85,200 217
Reach 6 54,200 95 41,000 122 ) 95.200 217
Reach 7 54,200 05 41,000 122 0 95.200 217
Reach 8C 54,200 95 41,000 122 0 95,200 217
Reach 8D 54.200 95 41,000 122 o 95,200 217 .
Reach 9 54,200 75 41,000 122 0 95.200 167
Reach 10A 54.200 75 41,000 122 0 95.200 197
Reach 118 54,200 75 41,000 122 | o} 95,200 197
Reach 12D 54,200 75 41,000 122 0 95,200 197
Reach 12E 54,200 75 41,000 122 o 95,200 197
Reach 138 54,200 75 41,000 122 o} 85,200 197
Reach 14A 54,200 75 41,000 120 0 . 95,200 195
Reach 148 54,200 75 41,000 7 0 95,200 152
Reach 14C 54,200 75 41,000 46 1 95,200 132
Reach 15A 54.200 75 41,000 39 18 956,200 132
Reach 16A 54,200 75 41,000 25 32 95,200 132
Reach 17E 54,200 75 41,000 0 57 95,200 132

R 17F 54.200 75 41.000 0 57 _95.200 132
West Branch
Reach 20A 54,200 75 41,000 0 57 95,200 132
Reach 20F 54,200 75 41,000 0 57 95,200 132
Reach 290G 54,200 75 41,000 0 57 95,200 132
Reach 20H /2/| 54,200 - 41,000 0 - 95,200 --
Reach 29J 54,200 75 41,000 o 57 95,200 132
|_Reach 30 /2/ 54.200 - 41,000 0 - 95.200 --
' These numbers apply to the reaches as set forth in Bulletin 132, Figure B-4, "Repayment Reaches




State of California
The Resources Agency
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 19 TO THE WATER SUPPLY CONTRACT
BETWEEN
THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES
AND
CASTAIC LAKE WATER AGENCY

W
This Amendment is made thisaz_% day of m\ll , 2003,

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, hereinafter referred to as the “State,” and Castaic Lake Water Agency,

hereinafter referred to as the “Agency.”
RECITALS

A. The State and the Agency entered into and subsequently amended a water
supply contract (the “contract”) 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.

B. On December 1, 1994, the State and representatives of certain State Water
Project contractors executed a document entitled “Monterey Agreement —

Statement of Principles — By The State Water Contractors And The State Of






CASTAIC LAKE WATER AGENCY
AMENDMENT NO. 19

California Department Of Water Resources For Potential Amendments To The

State Water Supply Contracts” (the “Monterey Agreement”).

The State, the Central Coast Water Authority (“CCWA") and those contractors
intending to be subject to the Monterey Agreement subsequently negotiated an
amendment to their contracts to implement provisions of the Monterey

Agreement, and such amendment was named the “Monterey Amendment.”

In October 1995, an environmental impact report (“EIR”) for the Monterey
Amendment was completed and certified by CCWA as the lead agency, and

thereafter the Agency and the State executed the Monterey Amendment.

The EIR certified by the CCWA was challenged by several parties (the
“Plaintiffs”) in the Sacramento County Superior Court and thereafter in the Third

District Court of Appeal, resulting in a decision in Planning and Conservation

League, et al. v. Department of Water Resources, 83 Cal.App.4™ 892 (2000),

which case is hereinafter referred to as “PCL v. DWR.”

In its decision, the Court of Appeal held that (i) the Department of Water
Resources ("DWR”"), not CCWA, had the statutory duty to serve as lead agency,
(i) the trial court erred by finding CCWA's EIR sufficient despite its failure to
discuss implementation of Article 18, subdivision (b) of the State Water Project
contracts, as a no-project alternative, (iii) said errors mandate preparation of a
new EIR under the direction of DWR, and (iv) the trial court erroneously
dismissed the challenge to DWR's transfer of title to certain lands to Kern County
Water Agency (the “Validation Cause of Action”) and execution of amended State

Water Project contracts for failure to name and serve indispensable parties. The
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Court of Appeal remanded the case to the trial court, ordering it to take the
following five actions: (1) vacate the trial court’s grant of the motion for summary
adjudication of the Validation Cause of Action; (2) issue a writ of mandate
vacating the certification of the EIR,; (3) determine the amount of attorney fees to
be awarded Plaintiffs; (4) consider such orders it deems appropriate under Public
Resources Code Section 21168.9(a) consistent with the views expressed in the
Appellate Court’s opinion; and (5) retain jurisdiction over the action until DWR, as
lead agency, certifies an environmental impact report in accordance with CEQA
standards and procedures, and the Superior Court determines that such

environmental impact report meets the substantive requirements of CEQA.

The State, the contractors, and the Plaintiffs in PCL v. DWR reached an

agreement to settle PCL v: DWR, as documented by that certain Settlement

MAY 05 2888

Agreement dated , 2003 (the “Settlement Agreement”),

and in such Settlement Agreement have agreed that the contracts should be
amended, for clarification purposes, to delete terms such as “annual entitlement”
and "maximum annual entitlement” so that the public, and particularly land use

planning agencies, will better understand the contracts.

Pursuant to the Settlement Agreement, the State and the Agency desire to so
amend the Agency's contract, with the understanding and intent that the
amendments herein with respect to subsections (k), (1), and (m) of Article 1,
subsection (b) of Article 6, and subsection (a) of Article 16, and to Table A of the

Agency's contract are solely for clarification purposes and that such amendments
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AMENDMENT NO. 19

are not intended to and do not in any way change the rights, obligations or
limitations on liability of the State or the Agency established by or set forth in the

contract.

Pursuant to the Settlement Agreement, the State, the contractors and the
Plaintiffs in PCL v. DWR also agreed that the contracts should be amended to
include a new Article 58 addressing the determination of dependable annual
supply of State Water Project water to be made available by existing Project

facilities, and the State and Agency desire to so amend the Agency’s contract.

NOW THEREFORE, IT IS MUTUALLY AGREED, as follows:

1.

Article 1(I) is amended to read:
1) Annual Table A Amount

“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
the Agency will receive its full Annual Table A Amount; but that under other
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
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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
entittement,” the term “Annual Table A Amount” will be used and will have the

same meaning as “annual entittement” wherever that term is used.
Article 1(m) is amended to read:
(m)  Maximum Annual Table A Amount

“Maximum annual entitlement” shall mean the maximum annual amounts set
forth in Table A of this contract, and where the term “maximum annual
entittement” appears elsewhere in this contract it shall mean “Maximum Annual

Table A Amounts.”
Article 1(k) is amended to read:
(k) Minimum Project Yield

“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
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on the basis of coordinated operations studies of initial project conservation
facilities and additional project conservation facilities, which studies shall be
based upon factors 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.
Article 6(b) is amended to read:
(b)  Agency's Annual Table A Amounts

Commencing with the year of initial water delivery to the Agency, the State each
year shall make available for delivery to the Agency the amounts of project water
designated in Table A of this contract, which amounts shall be subject to change
as provided for in Article 7(a) and are referred to in this contract as the Agency’s

Annual Table A Amounts.
Article 16(a) is amended to read:
(a) Limit on Total of all Maximum Annual Table A Amounts

The Agency’s Maximum Annual Table A Amount hereunder, together with the
maximum Table A amounts of all other contractors, shall aggregate no more than

4,185,000 acre-feet of project water.
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Article 57 is intentionally left blank for future use.
Article 58 is added to read:

98.  Determination of Dependable Annual Supply of Project Water to be Made

Available by Existing Project Facilities.

In order to provide current information regarding the delivery capability of existing
project conservation facilities, commencing in 2003 and every two years
thereafter the State shall prepare and mail a report to all contractors, and all
California city, county, and regional planning departments and agencies within
the contractors’ project service areas. This report will set forth, under a range of
hydrologic conditions, estimates of overall delivery capability of the existing
project facilities and of supply availability to each contractor in accordance with
other provisions of the contractors’ contracts. The range of hydrologic conditions
shall include the delivery capability in the driest year of record, the average over
the historic extended dry cycle and the average over the long-term. The biennial
report will also include, for each of the ten years immediately preceding the
report, the total amount of project water delivered to all contractors and the

amount of project water delivered to each contractor.
Add the following language at the bottom of Table A:

In any year, the amounts designated in this Table A shall not be interpreted to
mean that the State is able to deliver those amounts in all years. Article 58
describes the State’s process for providing current information for project delivery

capability.
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9. Except for Article 58, the changes made by this amendment are solely for
clarification purposes, and are not intended to nor do they in any way change the
rights, obligations or Iimitatiops on liability of the State or the Agency established
by or set forth in the contract, and this amendment shall be interpreted in

accordance with this intent.

10. At the time of execution of this Agreement and thereafter, the effectiveness of
this Amendment is dependent upon the effectiveness of the Agency’s Monterey

Amendment (all provisions therein) and the Kern Fan Element Transaction.

IN WITNESS WHEREOF, the parties hereto have executed this amendment on

the date first above written.

Approved as to legal form STATE OF CALIFORNIA
and sufficiency: DEPARTMENT OF WATER
OURCES /

Lirrd s v~ el | )
c’ryé@’o‘ﬁ nsel {/ ctor
Department of Water Résources

CASTAIC LAKE WATER AGZCY
@,ﬁ 2z

Name

Sy sEake. MANARER

Title
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State of California
The Resources Agency
DEPARTMENT OF WATER RESOURCES

AGREEMENT BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES
AND
CASTAIC LAKE WATER AGENCY
REGARDING PAYMENT OF COSTS OF
MONTEREY AMENDMENT LITIGATION

This Agreement is made this &g‘»&ay of MA\II , 2003, 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,
hereinafter referred to as the “Department,” and Castaic Lake Water Agency,

hereinafter referred to as the “"Agency.”
RECITALS

A. The Department and the Agency entered into and subsequently amended a
water supply contract (the “contract”) providing that the Department shall supply
certain quantities of water to the Agency and providing that the Agency shall
make certain payments to the Department, and setting forth the terms and

conditions of such supply and such payments.

B. On December 1, 1994, the Department and representatives of certain State

Water Project contractors executed a document entitled “Monterey Agreement —
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Statement of Principles — By The State Water Contractors And The State Of
California Department Of Water Resources For Potential Amendments To The

State Water Supply Contracts” (the “Monterey Agreement”).

The Department, the Central Coast Water Authority ("CCWA") and certain other
State Water Project contractors subsequently negotiated an amendment to their
contracts to implement provisions of the Monterey Agreement, and such

amendment was named the “Monterey Amendment.”

In October 1995, an environmental impact report ("EIR") for the Monterey
Amendment was completed and certified by CCWA as the lead agency, and

thereafter the Agency and the Department executed the Monterey Amendment.

The EIR certified by the CCWA was challenged by several parties (the
“Plaintiffs”) in the Sacramento County Superior Court and thereafter in the Third

District Court of Appeal, resulting in a decision in Planning and Conservation

League, et al. v. Department of Water Resources, 83 Cal.App.4™ 892 (2000),

which case is hereinafter referred to as “PCL v. DWR."

The Department, the contractors, and the Plaintiffs in PCL v. DWR reached an

agreement to settle PCL v. DWR, as documented by that certain Settlement

MM 05 28
Agreement dated , 2003 (the “Settlement Agreement”),
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PAYMENT OF COSTS OF MONTEREY
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and in such Settlement Agreement the Department has agreed to undertake
various financial obligations and make certain payments to the various plaintiffs

and their attorneys.

The purpose of this agreement is to establish the terms for the Department’s

allocation and reimbursement of costs of the Monterey Amendment litigation.

NOW THEREFORE, IT IS MUTUALLY AGREED, as follows:

1.

All costs of the Monterey Amendment litigation (hereinafter “costs”) incurred by
the Department shall be allocated among all State Water Project contractors who
have signed the Monterey Amendment as of January 1, 2003 proportionally
based upon their maximum Table A Amounts as of January 1, 2003.

Costs of the Monterey Amendment Iitigation shall be included in the annual
Statement of Charges for the year in which they are incurred by the Department,
or in the next subsequent annuél Statement of Charges, and shall not be
amortized.

After the costs of the Monterey Amendment litigation are allocated as described
in paragraph 2, such costs shall be billed and repaid to the Department annually
as part of the Minimum OMP&R Component of the Transportation charge in the
annual Statement of Charges, in accordance with the terms of the contract.
Payment of the costs of the Monterey Amendment litigation shall be subject to
the payment, adjustment, and collection provisions of Articles 29 through 34 of

the contract.
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5. This agreement is being entered into solely for purposes of providing for payment
of the costs of the Monterey Amendment litigation, and shall be effective for
those purposes notwithstanding any contrary provision in the contract. It is not
intended to nor does it change in any way any substantive rights, obligations or
limitations on liability of the Department or the Agency established by or set forth
in the contract, and this agreement shall be interpreted in accordance with this
intent.
6. This agreement shall become effective on the date of approval of the Settlement
Agreement by the Superior Court in PCL v. DWR and shall remain in effect until

all costs of the Monterey Amendment litigation incurred by the Department have

been paid in full.

IN WITNESS WHEREOF, the parties hereto have executed this agreement on

the date first above written.

Approved as to legal form STATE OF CALIFORNIA
and sufficiency: DEPARTMENT OF WATER

OURCW !
(C A 7'(// ’L
hiétCounsel i ector N
Department of Water Resources
CASTAIC LAKE WATER AGENCY
(= Z

Name

CErsCte . MitvwoheR o
Title







STATE OF CALIFORNIA
CALIFORNIA NATURAL RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 20 TO THE WATER SUPPLY CONTRACT
BETWEEN
THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES
AND
CASTAIC LAKE WATER AGENCY

(SWPAO #18-006)

This Amendment is made this 2" day of November, 2018 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 the Department of Water Resources (State), Castaic Lake Water Agency (CLWA),
and Santa Clarita Valley Water Agency (Agency).




AMENDMENT NO. 20
Santa Clarita Valley Water Agency
SWPAO #18006

RECITALS

The State and CLWA entered into a water supply contract dated April 30, 1963, and
subsequently amended, providing that the State shall supply certain quantities of
water to CLWA, providing that CLWA shall make certain payments to the State, and
setting forth the terms and conditions of such supply and payment (CLWA’s Water
Supply Contract).

CLWA has been providing State Water Project water from CLWA's Water Supply
Contract to Newhall County Water District (NCWD), a member unit within the service
area of CLWA.

On October 15, 2017, the Governor of California approved Senate Bill No. 634,
Chapter No. 833, the Santa Clarita Valley Water Agency Act (Act), which reorganized
CLWA and NCWD into the Agency, effective January 1, 2018, among other actions.

Section 3 of the Act provided that the Agency has the same boundary and service
area as CLWA that existed on December 31, 2017.

Section 4 (g) of the Act provided that the Agency shall be the successor in interest to
CLWA's Water Supply Contract with the State for a water supply from the State Water
Resources Development System, including all the rights, responsibilities, and
obligations, and that Agency shall succeed to the legal authority held by CLWA for the
performance and enforcement of CLWA’s Water Supply Contract.

Pursuant to the Act, the Local Area Formation Commission of Los Angeles in a letter
dated April 16, 2018 has provided the Agency with Conditions of Service, and the
Agency has agreed to these conditions.

Pursuant to Article 41 of CLWA’s Water Supply Contract, CLWA and Agency request
approval of the State for the transfer of CLWA’s Water Supply Contract to Agency.

NOW, THEREFORE, it is mutually agreed, as follows:

(a) The State approves the transfer of CLWA’s Water Supply Contract to Agency as

successor to CLWA's Water Supply Contract with the State, provided Agency agrees
that all terms and conditions, including all rights, responsibilities, and obligations, will
be applicable and binding to the Agency.

(b) Agency hereby approves the transfer and agrees that all the terms and conditions of

CLWA’s Water Supply Contract, including all rights, responsibilities, and obligations,
are applicable and binding on the Agency.

(c) The transfer takes effect on the date the amendment for this transfer is executed.

2




AMENDMENT NO. 20
Santa Clarita Valley Water Agency
SWPAO #18008

IN WITNESS WHEREOF, the Parties hereto have executed this Amendment on the date first

above written.

Approved as to legal form State of California

and sufficiency: Department of Water Resources
Chief Counsel Karla A. Nemeth

Department of Water Resources Director

Date Date

CASTAIC LAKE WATER AGENCY

Wbt D) S

Signature

é"/‘/ﬂ»jé Wﬁ,wsdr//"

Title
Date_ / 0,/ 3 / /&

SANTA CLARITA VALLEY WATER AGENCY

Ittt D

Signature

ég/v,ﬂ,q,/ W«. w‘s;}%ﬂ

Title
Date 70 /5{//5




AMENDMENT NO. 20
Santa Clarita Valley Water Agency
SWPAO #18006

IN WITNESS WHEREOF, the Parties hereto have executed this Amendment on the date first

above written.

Approved as to legal form State of California
and sufficiency: Department of Water Resources
CHiéf Counsel Karla A. Nemeth
Dgpartment of Water Resources Director g
_ -
Date_ ¢ o/t’- ﬁ///zf Date_ i\ \ ‘

CASTAIC LAKE WATER AGENCY

Signature

Title

Date

SANTA CLARITA VALLEY WATER AGENCY

Signature

Title

Date
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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.”
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RECITALS

. The State and the Agency entered into and subsequently amended a water
supply contract (the “contract”), dated April 30, 1963, 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

R 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 period 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;

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

(i) 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) In the 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” shail 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.

(g) “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).

1)} “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.

(0) “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, regardiess 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
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consideration is recorded in the financial information system.

(t) “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) A reservoir 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 furnished 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
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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.

(2) “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(1).

(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
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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.

(afy  “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.
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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.

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

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

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

15



STATE WATER PROJECT WATER SUPPLY CONTRACT EXTENSION AMENDMENT
Execution Version

(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.
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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.
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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, 1969, 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

18



STATE WATER PROJECT WATER SUPPLY CONTRACT EXTENSION AMENDMENT
Execution Version

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:

(ci—r)A+ )T+ (e —r)(1 + D724+ (cp—r)@A+D™
ei(1+) 1+e,(1+D) 2+ +e,(1+D)™T

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.

(5)  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 Faclility
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 durlng 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 with operation of Project
Conservation Facilities shall not reduce or be credited against charges pursuant
to subdivision (b)(3)(D)(i) of this article (charges for Water System Facility
Revenue Bond Financing Costs).

(3) Categories of Capital Costs.

(A)  The amount of the capital component of the Delta Water
Charge shall be determined in three steps as follows:

(i first, an allocation to the Agency of Capital Costs of
Project Conservation Facilities as provided in subdivisions (c)(1)
through (c)(3) of this article,

(ii) second, a determination of the type and source of
payment of each Capital Cost in accordance with subdivision
(b)(3)(B) of this article, and

(iii)  third, a computation of the annual payment to be
made by the Agency as provided in subdivision (b)(3)(C) and
(b)(3)(D) of this article.

(B)  Annual Capital Costs of Project Conservation Facilities shall
be divided into five categories of type and source of payment:

(i) Project Conservation Facility Capital Costs paid with
the proceeds of Water System Facility Revenue Bonds,

(i) Project Conservation Facility Capital Costs to be paid
with the proceeds of Bonds issued under the Burns-Porter Bond
Act,

(iii) Project Conservation Facility Capital Costs to be paid
with amounts in the SWRDS Reinvestment Account,

(iv) Project Conservation Facility Capital Costs to be paid

annually for assets that will have a short Economic Useful Life or
the costs of which are not substantial, and
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Project Conservation Facility Capital Costs prepaid by

(v)
the Agency.

(C)  The projected amounts of Project Conservation Facility

Capital Costs in each such category to be allocated annually to the

Agency shall be determined by the Sta

te in accordance with the cost

allocation principles and procedures set forth in subdivision (c)(1) through

(c)(3) and (b)(B) of this article, whi

ch principles and procedures shall be

controlling as to allocations of Capital Costs to the Agency; provided that
these amounts shall be subject to redetermination by the State in

accordance with Article 28. Such projected amounts will be set forth in
Table B by the State.

TABLE B

PROJECTED ALLOCATIONS TO

SANTA CLARITA VALLEY WATER AGENCY
OF PROJECT CONSERVATION FACILITY CAPITAL COSTS INCURRED ON OR
AFTER THE BILLING TRANSITION DATE

Projected Allocations in Thousands of Dollars
Costs to be
Paid
Costs to be Annually
Costs to be Paid with for Assets
Paid with the Costs tobe | "rp,. ¢ will
Paid with
Proceeds of | Proceeds of . Have a
Amounts in Costs
Year Water Bonds Short .
- the SWRDS . Prepaid by
System issued Reinvest- Economic the Agenc
Facility under the Useful Life gency
ment
Revenue Burns- Account or the
Bonds Porter Bond Costs of
Act which are
Not
Substantial
- 1*
2
3

* Year commencing with the Billing Transition Date.
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(D)  The annual amount to be paid by the Agency under the
capital component of the Delta Water Charge for each calendar year for
costs Incurred on or after the Billing Transition Date shall consist of the
following categories:

() Water System Facility Revenue Bonds: a charge
determined in accordance with Article 50(b) to recover Water
System Facility Revenue Bond Financing Costs Incurred during
such calendar year that relate to the financing of Project
Conservation Facilities,

(ii) Burns-Porter Act Bonds: a charge to recover the amount
to be paid by the State of California during such calendar year in
accordance with the Burns-Porter Bond Act for the principal of and
interest on bonds issued under the Burns-Porter Bond Act on or
after the Billing Transition Date for Project Conservation Facility
Capital Costs,

(i) SWRDS Reinvestment Account: a charge determined in
accordance with subdivision (b)(5) of Article 61 to amortize Project
Conservation Facility Capital Costs Incurred during prior calendar
years (but not prior to the Billing Transition Date) that have been
paid with amounts from the SWRDS Reinvestment Account, and

(iv) Capital Assets with Short Economic Life or Costs of
which are Not Substantial: a charge to recover the Capital Costs to
be Incurred during such calendar year of Project Conservation
Facility assets with a short Economic Useful Life or the costs of
which are not substantial as determined by the State and any such
Capital Costs Incurred but not charged in the prior two calendar
years.

(E)  The projected amounts of each category of charges to be
paid annually by the Agency under this capital component shall be
determined by the State in accordance with the cost allocation principles
and procedures set forth in this subdivision (b), which principles and
procedures shall be controlling as to allocations of types of capital
component charges to the Agency; provided that these amounts shall be
subject to redetermination by the State in accordance with Article 28.
Such amounts are projected to be as set forth in Table C by the State.
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TABLE C
PROJECTED CHARGES TO
SANTA CLARITA VALLEY WATER AGENCY
UNDER THE CAPITAL COMPONENT OF THE DELTA WATER CHARGE FOR
COSTS INCURRED ON OR AFTER THE BILLING TRANSITION DATE

Projected Charges in Thousands of Dollars
Costs to be C<_>sts _to be :
Paid with Paid with the Cos_ts to be Costs to be Paid
aid wi \
Proceeds of Proceeds of Paid Wltl‘? Annuqlly for Assets
Year | Water System -Bonds Amounts in | That W|II_Have a Shprt
Facility issued th_e SWRDS | Economic Useful L.|fe
Revenue under the Reinvestment | or the Costs of wh_|ch
Bonds Burns-Porter Account are Not Substantial
- Bond Act
1
2
3

* Year commencing with the Billing Transition Date.

(4) Minimum Operation, Maintenance, Power and Replacement
Charge — Determination; Repayment Table.

The amount to be paid each year by the Agency under the minimum
operation, maintenance, power, and replacement component of the Delta Water
Charge shall be determined by the State in accordance with the cost allocation
principles and procedures set forth in subdivision (b)(6)(A) of this article; provided
that these amounts shall be subject to redetermination by the State in
accordance with Article 28. Such amounts are projected to be as set forth in
Table D by the State.

26



STATE WATER PROJECT WATER SUPPLY CONTRACT EXTENSION AMENDMENT
Execution Version

TABLE D
DELTA WATER CHARGE -- ESTIMATED MINIMUM OPERATION, MAINTENANCE,
POWER AND REPLACEMENT COMPONENT FOR COSTS INCURRED ON OR
AFTER THE BILLING TRANSITION DATE
SANTA CLARITA VALLEY WATER AGENCY

Year Total Annual Payment by Agency

1*

2

3

4

* Year commencing with the Billing Transition Date.

(5) Variable Operation, Maintenance and Power Charge—
Determination; Repayment Table.

The amount to be paid each year by the Agency under the variable
operation, maintenance and power component of the Delta Water Charge shall
be determined by the State in accordance with the cost allocation principles and
procedures set forth in subdivision (b)(6)(B) of this article; provided that these
amounts shall be subject to redetermination by the State in accordance with
Article 28. Such amounts are projected to be as set forth in Table E by the State.
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TABLE E
DELTA WATER CHARGE -- ESTIMATED VARIABLE OPERATION, MAINTENANCE
AND POWER COMPONENT FOR COSTS INCURRED ON OR AFTER THE BILLING
TRANSITION DATE
SANTA CLARITA VALLEY WATER AGENCY

Year Total Annual Payment by Agency

1*

2

3

4

*  Year commencing with the Billing Transition Date.
(6)  Allocation of Charges to the Agency.

(A)  The capital and minimum operation, maintenance, and
power components of the Delta Water Charge for each calendar year for
costs Incurred on or after the Billing Transition Date shall be aliocated to
the Agency in proportion to the ratio of the Agency’s Annual Table A
Amount for such calendar year to the total of the Annual Table A Amounts
for all Contractors for such calendar year.

(B)  The variable operation, maintenance, and power component
of the Delta Water Charge for each calendar year for costs Incurred on or
after the Billing Transition Date shall be allocated to the Agency in
proportion to the ratio of the number of acre-feet of Project Water
delivered to the Agency during such calendar year to the number of acre-
feet of Project Water delivered to all Contractors during such calendar
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 calculated as if the number of
acre-feet wasted had been delivered.

(7)  Delta Water Charge -- Repayment Schedule.

The amounts to be paid by the Agency for each year on or after the
Billing Transition Date under the Capital Cost component, minimum operation,
maintenance, power and replacement component and the variable operation,
maintenance, and power component of the Delta Water Charge shall be set forth
by the State in Table F, which Table F shall constitute a summation of Tables C,
D, and E; provided that each of the amounts set forth in Table F shall be subject
to redetermination by the State in accordance with Article 28; provided further
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that the principles and procedures set forth in this Article 22 shall be controlling
as to such amounts. Such amounts shall be paid by the Agency in accordance
with the provisions of Article 29.

TABLE F

REPAYMENT SCHEDULE -- DELTA WATER CHARGE FOR COSTS INCURRED ON

OR AFTER THE BILLING TRANSITION DATE
SANTA CLARITA VALLEY WATER AGENCY

Year Capital Cost Minimum Variable Total
Component Component Component
1*
2
3
4

* Year commencing with the Billing Transition Date.

(c)

Provisions Applicable to the Delta Water Charge for Costs Incurred

Both Before and On or After the Billing Transition Date. The provisions of this
subdivision (c) shall be applicable to costs Incurred both prior to and on or after the
Billing Transition Date.

(1)  Allocation of Costs to Project Purposes.

(A)  Prior to the time that Additional Project Conservation
Facilities or Supplemental Conservation Facilities are constructed, the
Delta Water Charge shall be determined on the basis of an allocation to
project purposes, by the separable cost-remaining benefits method, of all
actual and projected costs of all those Initial Project Conservation
Facilities located in and above the Delta, and upon an allocation to the
purposes of water conservation and water transportation, by the
proportionate use of facilities method, of all actual and projected costs of
the following Project Facilities located below the Delta: The aqueduct
intake facilities at the Delta, Pumping Plant | (Harvey O. Banks Delta
Pumping Plant), the aqueduct from the Delta to San Luis Forebay (O’Neill
Forebay), San Luis Forebay (O'Neill Forebay), and San Luis Reservoir:
provided, that all of the actual and projected costs properly chargeable to
the generation and transmission of electrical energy in connection with
operation of Project Conservation Facilities shall be allocated to the
purpose of water conservation in, above, and below the Delta; provided
further, that allocations to purposes the cost of which are to be paid by the
United States shall be as determined by the United States.
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(B)  Wherever reference is made, in connection with the
computation, determination, or payment of the Delta Water Charge, to the
costs of any facility or facilities included in the System, such reference
shall be only to those costs of such facility or facilities that are
reimbursable by the Contractors as determined by the State.

(C) The State, 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
State, 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 included 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,
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.

(2)  Additional Conservation Facilities. Commencing in the year in
which the State first awards a major construction contract for construction of a
major feature of Additional Project Conservation Facilities, or first commences
payments under a contract with a federal agency in the event a maijor feature of
Additional Project Conservation Facilities is constructed by such federal agency
under an agreement requiring the State to pay all or part of the costs of such
construction, the Delta Water Charge shall be determined on the basis of the
foregoing allocations and upon an allocation to project purposes, by the
separable costs-remaining benefits method and subject to the foregoing
provisos, of all projected costs of such feature of the Additional Project
Conservation Facilities; provided, that if the agreement with such federal agency
allows repayment of costs of a portion of a facility to be deferred, the associated
costs of such portion shall be excluded from the Delta Water Charge
computations until repayment of such deferred costs or interest thereon is
commenced by the State; provided, further, that all costs of Additional Project
Conservation Facilities Incurred prior to the award of a major construction
contract, shall be included in the Delta Water Charge computations in the year in
which they are Incurred.

(3) Supplemental Conservation Facilities. Upon the construction of the
Supplemental Conservation Facilities, the Delta Water Charge shall be paid by
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all Contractors for Supplemental Water, as well as by Contractors for Project
Water, and, together with revenues derived from the sale or other disposal of
electrical energy generated in connection with operation of Project Conservation
Facilities and Supplemental Conservation Facilities, shall return to the State, in
addition to those costs of the Project Conservation Facilities allocated to the
purpose of water conservation, in, above, and below the Delta pursuant to
subdivision (c)(1) of this article, all costs of such Supplemental Conservation
Facilities, including capital, operation, maintenance, power, and replacement
costs which are allocated to the purpose of water conservation, in, above, and
below the Delta pursuant hereto. Commencing in the year in which the State first
awards a major construction contract for construction of a major feature of any
Supplemental Conservation Facilities, or first commences payments under a
contract with a federal agency in the event a major feature of Supplemental
Conservation Facilities is constructed by such federal agency under an
agreement requiring the State to pay all or part of the costs of such construction,
the Delta Water Charge shall be determined on the basis of the allocations made
pursuant to subdivision (c)(1) of this article, and upon an allocation to project
purposes, by the separable costs-remaining benefits method and subject to
provisos corresponding to those contained in such subdivision (c)(1), of all
projected costs of such feature of the Supplemental Conservation Facilities.
Commencing in the same year, the computation of the rates to be used in
determining the components of the Delta Water Charge shall include the Annual
Table A Amounts under all contracts for Supplemental Water. If the repayment
period of any bonds sold to construct Supplemental Conservation Facilities or the
repayment period under any agreement with a federal agency for repayment of
the costs of Supplemental Conservation Facilities constructed by such federal
agency extends beyond the repayment period of the contract, the Delta Water
Charge shall be determined and redetermined on the basis of such extended
repayment period as the State determines to be appropriate; provided, that if the
agreement with such federal agency allows repayment of costs of a portion of a
facility to be deferred, the associated costs of such portion shall be excluded
from the Delta Water Charge computations until repayment of such deferred
costs or interest thereon is commenced by the State.

(4)  Local Projects. The determination of the Delta Water Charge shalll
be made by including the appropriate costs and quantities of water, calculated in
accordance with subdivisions (a) and (b) above, for all Additional Project
Conservation Facilities as defined in Article 1(a). In the event a Local Project as
defined in Article 1(a)(2) will, pursuant to written agreement between the State
and the sponsoring Contractor, be considered and treated as an Additional
Project Conservation Facility for less than the estimated life of the facility, the
Delta Water Charge will be determined on the basis of that portion of the
appropriate cost and water supply associated with such facility as the period of
time during which such facility shall be considered as an Additional Project
Conservation Facility bears to the estimated life of such facility. No costs for the
construction or implementation of any Local Project are to be included in the
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Delta Water Charge unless and until the written agreement required by Article
1(a) has been entered into.

(5) Water Purchased By the State. In calculating the Delta Water
Charge under subdivisions (a) and (b) of this article, the component for
operation, maintenance, power and replacement costs shall include, but not be
limited to, all costs to the State Incurred in purchasing water, which is competitive
with alternative sources as determined by the State, for delivery as Project
Water.

(6)  Replacement Cost Treatment. Replacement costs of Project
Conservation Facilities shall be treated as either Capital Costs or as minimum
operation, maintenance, power, and replacement costs, as determined by the
State considering the Economic Useful Life of the asset being replaced and other
relevant factors.
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23. TRANSPORTATION CHARGE.

The payments to be made by each Contractor shall include an annual charge
designated as the Transportation Charge, which shall be separately stated and
calculated for costs Incurred prior to the Billing Transition Date and costs Incurred on or
after the Billing Transition Date.

(a) Transportation Charge for Costs Incurred Prior to the Billing
Transition Date. The provisions of this subdivision (a) and Articles 24(a) and (c), 25
and 26 shall apply to costs Incurred prior to the Billing Transition Date.

(1)  Recovery of Costs of Project Transportation Facilities. The
Transportation Charge for costs Incurred prior to the Billing Transition Date shall
return to the State during the Project Repayment Period such costs of all Project
Transportation Facilities necessary to deliver Project Water to the Contractor and
which are allocated to the Contractor in accordance with the cost ailocation
principles and procedures hereinafter set forth.

(2) Components of Transportation Charge for Costs Incurred Prior to
the Billing Transition Date. The Transportation Charge for costs Incurred Prior to
the Billing Transition Date shall consist of a capital component; a minimum
operation, maintenance, power, and replacement component; and a variable
operation, maintenance and power component, as these components are defined
in and determined under Articles 24(a) and (c), 25, and 26, respectively.

(b)  Transportation Charge for Costs Incurred On or After the Billing
Transition Date. The provisions of this subdivision (b) and Articles 24(b) and (c), 25
and 26 shall apply to costs Incurred on or after the Billing Transition Date.

(1)  Recovery of Costs of Project Transportation Facilities. The
Transportation Charge for costs Incurred on or after the Billing Transition Date
shall return to the State during each such calendar year all costs which are
Incurred on or after the Billing Transition Date of all Project Transportation
Facilities necessary to deliver Project Water to the Agency and which are
allocated to the Agency in accordance with the cost allocation principles and
procedures hereinafter set forth.

(2)  Components of Transportation Charge. The Transportation Charge
for costs Incurred on or after the Billing Transition Date shall consist of a capital
component; a minimum operation, maintenance, and power component; and a
variable operation, maintenance, and power component, as these components
are defined in and determined under Articles 24(b) and (c), 25, and 26,
respectively.

(c) Segregation of Aqueduct Reaches for All Transportation Charge
Purposes. For the purpose of allocations of costs among Contractors pursuant to
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subdivisions (a) and (b) of this article, and Articles 24, 25 and 26, the Project
Transportation Facilities shall be segregated into such agueduct reaches as are
determined by the State to be necessary for such allocations of costs. Subject to such
modifications as are determined by the State to be required by reason of any request
furnished by the Agency to the State pursuant to Article 17(a) of this contract, or by
reason of contracts entered into by the State with other Contractors, the aqueduct
reaches of the Project Transportation Facilities, a portion of the costs of which may be
allocated to the Agency, are established as provided in Table G; provided that those
costs of the aqueduct reaches from the Delta through the outlet of San Luis Reservoir
which are allocated to the purpose of water conservation in, above, and below the Delta
for the purpose of determining the Delta Water Charge, as hereinbefore set forth, shall
not be included in the Transportation Charge.
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TABLE G

PROJECT TRANSPORTATION FACILITIES NECESSARY TO DELIVER WATER TO

SANTA CLARITA VALLEY WATER AGENCY

Aqueduct Reach

Major Features of Reach

Delta to Discharge Delta Pumping Plant:

Intake Channel

Fish Protective Facilities
Delta Pumping Plant
(Pumping Plant I)

Discharge Delta Pumping Plant to San Luis
Forebay:

Aqueduct

San Luis Forebay:

San Luis Forebay and Forebay Dam

San Luis Forebay to Kettleman City: Aqueduct

Mile 18 Pumping Plant
Kettleman City to Avenal Gap: Aqueduct
Avenal Gap to Buena Vista Pumping Plant: Aqueduct

Buena Vista Pumping Plant Wheeler Ridge
Pumping Plant I:

Buena Vista Pumping Plant
Aqueduct

Wheeler Ridge Pumping Plant I to Tehachapi
Pumping Plant:

Wheeler Ridge Pumping Plant I
Wheeler Ridge Pumping Plant 11
Aqueduct

Tehachapi Pumping Plant to South Portal Tehachapi

Tehachapi Pumping Plant

Terminal Reservoir

Tunnels: (Pumping Plant VI)
Tehachapi Tunnels

South Portal Tehachapi Tunnels to Junction, East Cottonwood Power Plant

and West Branches: Aqueduct

WEST BRANCH

Junction, East and West Branches to West Branch Aqueduct

West Branch Pumping Plant
Power Development Plants

West Branch Terminal Reservoir

Castaic Reservoir and Dam, outlet facilities

(This table was labeled Table | in original contract provisions)
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(d) Provisions Applicable to the Transportation Charge for Costs
Incurred Both Before and On or After the Billing Transition Date.

(1)  Wherever reference is made, in connection with the computation,
determination, or payment of the Transportation Charge, to the allocation or
payment of costs of any facility or facilities included in the System, such
reference shall be only to those costs of such facility or facilities which are
reimbursable by the Contractors as determined by the State.

(2)  The State, 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 State, 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 included 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, 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.
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24. TRANSPORTATION CHARGE -- CAPITAL COMPONENTS.

(a) Transportation Charge Capital Component for Costs Incurred Prior
to the Billing Transition Date. The provisions of this subdivision (a) shall apply only to
Capital Costs Incurred prior to the Billing Transition Date.

(1)  Recovery of Capital Costs of Project Transportation Facilities
Incurred Prior to the Billing Transition Date. The amount of the capital component
of the Transportation Charge for Capital Costs Incurred prior to the Billing
Transition Date shall be determined in two steps as follows:

(A) first, an allocation of such costs to the Contractor in
accordance with subdivision (a)(2) of this article, and

(B)  second, a computation of annual payments to be made by
the Contractor of such allocated costs and interest thereon, computed at
the Project Interest Rate in accordance with subdivision (a)(3) of this
article.

(2)  Allocation of Capital Costs of Project Transportation Facilities
Incurred Prior to the Billing Transition Date. The total amount of Capital Costs
Incurred prior to the Billing Transition Date of each aqueduct reach to be returned
to the State shall be allocated among all Contractors entitled to delivery of
Project Water from or through such reach by the proportionate use of facilities
method of cost allocation and in accordance with Article 23(c) and subdivision
(c)(1) of this article.

The projected amounts of Capital Costs to be allocated annually to the
Agency under the capital component of the Transportation Charge shall be
determined by the State in accordance with the cost allocation principles and
procedures set forth in this subdivision (a) and subdivision (c)(1) of this article,
which principles and procedures shall be controlling as to allocations of Capital
Costs to the Agency. Such amounts will be set forth in Table H by the State as
soon as designs and cost estimates are prepared by it subsequent to receipt of
requests from the Agency as to the maximum monthly delivery capability to be
provided in each aqueduct reach for transport and delivery of Project Water to
the Agency, pursuant to Article 17(a), provided that these amounts shall be
subject to redetermination by the State in accordance with Article 28.
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TABLE H
PROJECTED ALLOCATIONS OF CAPITAL COSTS INCURRED PRIOR TO THE
BILLING TRANSITION DATE OF
PROJECT TRANSPORTATION FACILITIES TO
SANTA CLARITA VALLEY WATER AGENCY

Year Projected Allocation in Thousands of Dollars
1*
2
3
4

* Year in which State commences construction of Project Transportation Facilities.
(This table was labeled Table C in original contract provisions)

(3)  Determination of Capital Component of Transportation Charge for
Costs Incurred Prior to the Billing Transition Date. The Agency's annual payment
of its allocated Capital Costs Incurred prior to the Billing Transition Date and
interest thereon, computed at the Project Interest Rate and compounded
annually, shall be determined in accordance with a repayment schedule
established by the State and determined in accordance with the principles set
forth in (A), (B), and (C) below, which principles shall be controlling as to the
Agency's payment of its allocated Capital Costs. The Agency's repayment
schedule will be set forth in Table | by the State as soon as designs and cost
estimates are prepared by it subsequent to receipt of requests from the Agency
as to the maximum monthly delivery capability to be provided in each aqueduct
reach for transport and delivery of Project Water to the Agency, pursuant to
Article 17(a); provided that the amounts set forth in Table | shall be subject to
redetermination by the State, pursuant to Articie 28.

(A)  The Agency's annual payment shall be the sum of the
amounts due from the Agency on the Agency's allocated Capital Costs for
the then current year and for each previous year where each such amount
will pay, in not more than fifty (50) equal annual installments of principal
and interest, the Agency's allocated Capital Costs for the respective year
and interest thereon, computed at the Project Interest Rate and
compounded annually.

(B) The Agency may make payments at a more rapid rate if
approved by the State.
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(C)  Such annual Transportation Charge payments shall cease
when all allocated Capital Costs and interest thereon, computed at the
Project Interest Rate and compounded annually, are repaid.

TABLE |
TRANSPORTATION CHARGE FOR COSTS INCURRED PRIOR TO THE BILLING
TRANSITION DATE -- CAPITAL COST COMPONENT
SANTA CLARITA VALLEY WATER AGENCY
(In Thousands of Dollars)

Year Annual Payment of | Annual Interest Total Annual Payment
Principal Payment by Agency
1*
2**
3
4

* Year in which State commences construction of Project Transportation Facilities.
** Year of first payment.

(This table was labeled Table D in original contract provisions)

(4) Notwithstanding provisions of subdivisions 24(a)(1) through (a)(3) of this
article, the capital component of the Transportation 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 Water System Facility Revenue Bond Financing Costs allocable to
Project Transportation Facilities. Charges to the Agency for these costs shall be
calculated in accordance with Article 50(a).

(b)  Transportation Charge Capital Component for Costs Incurred On or
After the Billing Transition Date. The provisions of this subdivision (b) shall apply only
to Capital Costs Incurred on or after the Billing Transition Date.
(1)  The amount of the capital component of the Transportation Charge
for costs Incurred on or after the Billing Transition Date shall be determined in
three steps as follows:

(A) first, an allocation of Capital Costs to the Contractor as
provided in subdivision (b)(2) of this article,

(B) second, a determination of the type and source of payment
of each Capital Cost as provided in subdivision (b)(3) of this article, and

(C)  third, a computation of the annual payment to be made by
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the Contractor as provided in subdivision (b)(4) and (b)(5) of this article.

(2)  The total amount of Capital Costs of each aqueduct reach to be
returned to the State under the Transportation Charge for costs Incurred on or
after the Billing Transition Date shall be allocated among all Contractors entitled
to delivery of Project Water from or through the reach by the proportionate use of
facilities method of cost allocation and in accordance with Article 23(c) and
subdivision (c)(1) of this article.

(3)  Annual Capital Costs of Project Transportation Facilities shall be
divided into five categories of type and source of payment:

(A)  Project Transportation Facility Capital Costs paid with the
proceeds of Water System Facility Revenue Bonds,

(B)  Project Transportation Facility Capital Costs paid with the
proceeds of bonds issued under the Burns-Porter Bond Act,

(C)  Project Transportation Facility Capital Costs paid with
amounts in the SWRDS Reinvestment Account,

(D)  Project Transportation Facility Capital Costs paid annually
for assets that will have a short Economic Useful Life or the costs of which
are not substantial, and

(E)  Project Transportation Facility Capital Costs prepaid by the
Agency.

The projected amounts of Project Transportation Facility Capital Costs of
each type to be allocated annually to the Agency shall be determined by the
State in accordance with the cost allocation principles and procedures set forth in
Article 23(c)(1) through (c)(3) and this subdivision (b)(3), which principles and
procedures shall be controlling as to allocations of each type of Capital Costs to
the Agency, provided that these amounts shall be subject to redetermination by
the State in accordance with Article 28. Such projected amounts will be set forth
in Table J by the State.
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TABLE J

PROJECTED ALLOCATIONS TO
SANTA CLARITA VALLEY WATER AGENCY
OF PROJECT TRANSPORTATION FACILITY CAPITAL COSTS INCURRED ON OR

AFTER THE BILLING TRANSITION DATE

Allocations in Thousands of Dollars

Costs to be
Paid
Costs to be Costs to be | Costs to be | Annually for
Paid with Paid with the Paid with Assets That
Proceeds of Proceeds of | Amounts in Will Have a .
Year Water System | Bonds issued | the SWRDS Short g o;i\:s I;repald
Facility under the Reinvest- Economic y the Agency
Revenue Burns-Porter ment Useful Life or
Bonds Bond Act Account the Costs of
which are Not
Substantial
1*
2
3

* Year commencing with the Billing Transition Date

(4) The capital component of the Transportation Charge for a calendar
year for costs Incurred on or after the Billing Transition Date shall consist of the
following to the extent the related Capital Costs are allocated to the Agency:

(A) Water System Facility Revenue Bond: a charge determined in
accordance with Article 50(b) to recover Water System Facility Revenue
Bond Financing Costs Incurred during such calendar year that relate to
the financing of Water System Facilities that are Project Transportation

Facilities,

(B) Burns-Porter Act Bonds: a charge to recover the amount to be
paid by the State of California during such calendar year in accordance
with the Burns-Porter Bond Act for the principal of and interest on bonds
issued under the Burns-Porter Bond Act on or after the Billing Transition
Date for Project Transportation Facility Capital Costs,

(C) SWRDS Reinvestment Account: a charge determined in
accordance with subdivision (b)(5) of Article 61 to amortize Project
Transportation Facility Capital Costs Incurred during prior calendar years
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(but not prior to the Billing Transition Date) that have been paid with
amounts from the SWRDS Reinvestment Account, and

(D) Capital Assets with Short Economic Life or Costs of which are
Not Substantial: a charge to recover the Capital Costs to be Incurred
during such calendar year of Project Transportation Facility assets with a
short Economic Useful Life or the costs of which are not substantial as
determined by the State and any such Capital Costs Incurred but not
charged in the prior two calendar years,

(5)  Projected Charges. The projected amounts of the charges to be allocated
annually to the Agency under the capital component of the Transportation
Charge for costs Incurred on or after the Billing Transition Date shall be
determined by the State in accordance with the cost allocation principles and
procedures set forth in this Article, which principles and procedures shall be
controlling as to allocations of capital component charges to the Agency;
provided that these amounts shall be subject to redetermination by the State in
accordance with Article 28. Such amounts are projected to be as set forth in
Table K by the State.

TABLE K
PROJECTED CHARGES UNDER THE CAPITAL COMPONENT
OF THE TRANSPORTATION CHARGE FOR COSTS INCURRED ON OR AFTER THE
BILLING TRANSITION DATE TO
SANTA CLARITA VALLEY WATER AGENCY

Projected Charges in Thousands of Dollars

Costs to be
. Paid Annually
Costs to be Paid Costs_to be Paid Cos.t i tq be for Assets That
. with the Paid with .
with Proceeds of i Will Have a
Year Proceeds of Amounts in the .
Water System - Short Economic
- Bonds issued SWRDS \
Facility Revenue h Useful Life or
under the Burns- | Reinvestment
Bonds Porter Bond Act Account the Costs of
which are Not
Substantial
1*
2
3

* Year commencing with the Billing Transition Date.
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(c) Provisions Applicable to the Transportation Charge For Costs
Incurred Both Prior To and On or After the Billing Transition Date. The provisions
of this subdivision (c) shall be applicable to Capital Costs Incurred both prior to and on
or after the Billing Transition Date.

4)) Proportionate Use Factors. The measure of the proportionate use
by each Contractor of each reach shall be the average of the following two ratios:

(A)  the ratio of the Contractor's Maximum Annual Table A
Amount to be delivered from or through the reach to the total of the
Maximum Annual Table A Amounts of all Contractors to be delivered from
or through the reach from the year in which charges are to be paid through
the end of the Project Repayment Period, and

(B) the ratio of the capacity provided in the reach for the
transport and delivery of Project Water to the Contractor to the total
capacity provided in the reach for the transport and delivery of Project
Water to all Contractors served from or through the reach from the year in
which charges are to be paid through the end of the Project Repayment
Period.

Allocations of Capital Costs to the Agency pursuant hereto shall be on the basis
of relevant values which will be set forth in Table L by the State as soon as
designs and cost estimates are prepared by it subsequent to receipt of requests
from the Agency as to the maximum monthly delivery capability to be provided in
each aqueduct reach of the Project Transportation Facilities for the transport and
delivery of Project Water to the Agency, pursuant to Article 17(a); provided that
these values shall be subject to redetermination by the State in accordance with
Article 28; provided further that the principles and procedures set forth in this
subdivision shall be controlling as to allocations of Capital Costs to the Agency.
Proportionate use of facilities factors for prior years shall not be adjusted by the
State in response to changes or transfers of Table A Amounts among
Contractors unless otherwise agreed by the State and the parties to the transfer
and unless there is no impact on past charges or credits of other Contractors.
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TABLE L
[TABLE L shall set forth the relevant values that shall serve as the basis for
allocation of all Transportation Charge Costs]
(This table was labeled Table B in original contract provisions)

(2)  Determinations Using Proportionate Use Factors. The total amount
in each category of Capital Costs allocated to a Contractor shall be the sum of
the products obtained when there is multiplied, for each aqueduct reach
necessary to deliver water to the Contractor, the total amount of the Capital
Costs of the reach in that category to be returned to the State under the
Transportation Charge by the average of the two foregoing ratios for such reach
as such average is set forth in the appropriate table included in its contract.

(3)  Excess Capacity. In the event that excess capacity is provided in
any aqueduct reach for the purpose of making Project Water available in the
future to an agency or agencies with which the State has not executed contracts
at the time of any allocation of costs pursuant to this subdivision, the prospective
Maximum Annual Table A Amount or Amounts to be supplied by such excess
capacity, as determined by the State, shall be deemed to be contracted for by
such agency or agencies for the purpose of such allocation of costs, to the end
that the Capital Costs of providing such excess capacity are not charged to any
Contractor entitled by virtue of an executed contract to the delivery of Project
Water from or through that aqueduct reach at the time of such allocation. Where
additional capacity is provided in any agueduct reach to compensate for loss of
water due to evaporation, leakage, seepage, or other causes, or to compensate
for scheduled outages for purposes of necessary investigation, inspection,
maintenance, repair or replacement of the facilities of the Project Facilities, then,
for the purpose of any allocation of costs pursuant to this subdivision:

(A) the Maximum Annual Table A Amount to be delivered from
or through the reach of each Contractor entitled to delivery of Project
Water from or through the reach shall be increased by an amount which
bears the same proportion to the maximum annual delivery capability
provided by such additional capacity that the Contractor's Maximum
Annual Table A Amount to be delivered from or through the reach bears to
the total of the Maximum Annual Table A Amounts to be delivered from or
through the reach under all contracts; and

(B) the capacity provided in the reach for each Contractor entitled
to delivery of Project Water from or through the reach shall be increased in
the same proportion that the Contractor’s Maximum Annual Table A
Amount to be delivered from or through the reach is increased pursuant to
(A) above.

(4)  Power Facilities. The Capital Costs of project aqueduct power
recovery plants shall be charged and allocated in accordance with this Article 24.
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The Capital Costs of off-aqueduct power facilities shall be charged and allocated
in accordance with Article 25(d).

(5)  Capital Costs of Excess Capacity. In the event that any Contractor,
pursuant to Article 12(b), requests delivery capacity in any aqueduct reach which
will permit maximum monthly deliveries to such Contractor in excess of the
percentage amounts specified in such Article 12(b) for the uses designated
therein, such Contractor shall furnish to the State, in advance of the construction
of such aqueduct reach, funds sufficient to cover the costs of providing such
excess capacity, which funds shall be in an amount which bears the same
proportion to the total Capital Costs of such reach, including the costs of
providing such excess capacity, as such excess capacity bears to the total
capacity of such reach, including such excess capacity. For the purpose of any
allocation of costs pursuant to subdivision (¢)(1) of this article, the total Capital
Costs of such aqueduct reach shall be allocated among all Contractors entitled to
delivery of Project Water from or through the reach in the following manner:

(A) The costs which would have been Incurred for such reach had
no such excess capacity been provided shall be estimated by the State
and allocated among all such Contractors in the manner provided in such
subdivision (c)(1); and

(B) the amount of the difference between such estimated costs and
the projected actual costs of such reach shall be allocated to the
Contractor or Contractors for which such excess capacity is provided.

Where such excess capacity is provided for more than one Contractor, the costs
allocated to them under (B) above shall be further allocated between or among
them in amounts which bear the same proportion to the total of such allocated
costs as the amount of such excess capacity provided for the respective
Contractor bears to the total of such excess capacity provided in such reach. In
the event that the funds advanced by a Contractor pursuant to this subdivision
are more or less than the costs so allocated to such Contractor under (B) above,
the account of such Contractor shall be credited or debited accordingly.

(6)  Replacement Cost Treatment. Replacement costs of Project
Transportation Facilities shall be treated as either Capital Costs or as minimum
operation, maintenance, power and replacement costs, as determined by the
State considering the Economic Useful Life of the asset being replaced and other
relevant factors.

(7)  East Branch Enlargement. Notwithstanding provisions of Articles
24(a) through 24(c), Capital Costs associated with East Branch Enlargement
Facilities as defined in Article 49(a) shall be collected under the capital
component of the East Branch Enlargement Transportation Charge Article 49(d).
Any Capital Costs of off-aqueduct power facilities associated with deliveries
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through East Branch Enlargement Facilities shall be charged and allocated in
accordance with Article 25(d).
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25. TRANSPORTATION CHARGE -- MINIMUM OPERATION, MAINTENANCE,
POWER, AND REPLACEMENT COMPONENT.

The provisions of this article shall apply to costs incurred both prior to and on or
after the Billing Transition Date.

(a) Purpose. The minimum operation, maintenance, power, and replacement
component of the Transportation Charge shall return to the State those costs of the
Project Transportation Facilities necessary to deliver water to the Contractor which
constitute operation, maintenance, power, and replacement costs Incurred irrespective
of the amount of Project Water delivered to the Contractor and which are allocated to
the Contractor pursuant to subdivision (b) of this article; provided that to the extent
permitted by law, the State may establish reserve funds to meet anticipated minimum
replacement costs; and deposits in such reserve funds by the State: (1) shall be made
in such amounts that such reserve funds will be adequate to meet such anticipated
costs as they are incurred, and (2) shall be deemed to be a part of the minimum
replacement costs for the year in which such deposits are made.

(b)  Allocation. The total projected minimum operation, maintenance, power,
and replacement costs of each aqueduct reach of the Project Transportation Facilities
for the respective year shall be allocated among all Contractors entitled to delivery of
Project Water from such facilities by the proportionate use of facilities method of cost
allocation, in the same manner and upon the same bases as are set forth for the
allocation of Capital Costs in subdivisions (c)(1) through (c)(3) of Article 24; provided
that such minimum operation, maintenance, power, and replacement costs as are
Incurred generally for the Project Transportation Facilities first shall be allocated to each
aqueduct reach in an amount which bears the same proportion to the total amount of
such general costs that the amount of the costs Incurred directly for the reach bears to
the total of all direct costs for all aqueduct reaches.

(c) Determination; Repayment Table. The amount to be paid each year by
the Agency under the minimum operation, maintenance, power, and replacement
component of the Transportation Charge shall be determined in accordance with
subdivision (b) of this article on the basis of the relevant values to be set forth for the
respective aqueduct reaches in Table L, included in Article 24; provided that these
values shall be subject to redetermination by the State in accordance with Article 28.
Such amounts and any appropriate interest thereon for costs incurred prior to the Billing
Transition Date shall be set forth by the State in Table M as soon as designs and cost
estimates have been prepared by it subsequent to receipt of requests from the Agency
as to the maximum monthly delivery capability to be provided in each aqueduct reach
for transport and delivery of Project Water to the Agency, pursuant to Article 17(a);
provided that the amounts set forth in Table M shall be subject to redetermination by the
State in accordance with Article 28.
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TABLEM
TRANSPORTATION CHARGE -- MINIMUM OPERATION MAINTENANCE, POWER,
AND REPLACEMENT COMPONENT
SANTA CLARITA VALLEY WATER AGENCY

Year Total Annual Payment by Agency”

1**

2

3

4

* Payment shall start with respect to each aqueduct reach in the year following the year in
which the State completes construction of the respective reach.

*  Year in which the State commences construction of Project Transportation Facilities.

(This table was labeled Table E in original contract provisions)

(d)  Off-Aqueduct Power Facilities. Notwithstanding the provisions of
subdivisions (a) through (c) of this Article or of Article 1(h), the costs of off-aqueduct
power facilities shall be determined and allocated as follows:

(1)  The off-aqueduct power costs shall include all annual costs the
State incurs for any off-aqueduct power facility, which shall include, but not be
limited to, power purchases, annual Financing Costs, and associated operation
and maintenance costs of such facility, less any credits, interest earnings, or
other monies received by the State in connection with such facility or Revenue
Bonds issued to finance the Capital Costs of such facility. In the event the State
finances all or any part of an off-aqueduct power facility directly from funds other
than bonds or borrowed funds, in lieu of such annual principal and interest
payments, the repayment of Capital Costs as to that part financed by such other
funds shall be determined on the basis of the schedule that would have been
required under Article 24.

(2)  The annual costs of off-aqueduct power facilities as computed in (1)
above shall initially be allocated among Contractors in amounts which bear the
same proportions to the total amount of such power costs that the total estimated
electrical energy (kilowatt hours) required to pump through Project Transportation
Facilities the desired delivery of Annual Table A Amounts for that year, as
submitted pursuant to Article 12(a)(1) and as may be modified by the State
pursuant to Article 12(a)(2), bears to the total estimated electrical energy
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(kilowatt hours) required to pump all such amounts for all Contractors through
Project Transportation Facilities for that year, all as determined by the State.

(3) An interim adjustment in the allocation of the power costs
calculated in accordance with (2) above, may be made in May of each year
based on April revisions in approved schedules of deliveries of project and
nonproject water for Contractors for such year. A further adjustment shall be
made in the following year based on actual deliveries of project and nonproject
water for Contractors; provided, however, that in the event no deliveries are
made through a pumping plant, the adjustments shall not be made for that year
at that plant.

(4)  To the extent the monies received or to be received by the State
from all Contractors for off-aqueduct power costs in any year are determined by
the State to be less than the amount required to pay the off-aqueduct power
costs in such year, the State may allocate and charge that amount of off-
aqueduct power costs to the Agency and other Contractors in the same manner
as costs under the capital component of the Transportation Charge are allocated
and charged. After that amount has been so allocated, charged and collected,
the State shall provide a reallocation of the amounts allocated pursuant to this
paragraph (4), such reallocation to be based on the allocations made pursuant to
(2) and (3) above for that year, or in the event no such allocation was made for
that year, on the last previous allocation made pursuant to (2) and (3) above. Any
such reallocation of costs incurred prior to the Billing Transition Date shall include
appropriate interest thereon at the Project Interest Rate.

(e) The total minimum operation, maintenance, power and replacement
component due that year from each Contractor shall be the sum of the allocations made
under the proportionate use of facilities method provided in subdivision (b) of this article
and the allocations made pursuant to subdivision (d) of this article for each Contractor.

(f) Notwithstanding provisions of Articles 25(a) through 25(c) and 25(e),
minimum operation, maintenance, power, and replacement costs associated with
deliveries through East Branch Enlargement Facilities as defined in Article 49(a) shall
be collected under the minimum operation, maintenance, power, and replacement
component of the East Branch Enlargement Transportation Charge as determined
under Article 49(e).
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26. TRANSPORTATION CHARGE -- VARIABLE OPERATION, MAINTENANCE
AND POWER COMPONENT.

The provisions of this article shall apply to costs Incurred both prior to and on or
after the Billing Transition Date.

(a) Purpose. The variable operation, maintenance, and power component of
the Transportation Charge shall return to the State those costs of the Project
Transportation Facilities necessary to deliver water to the Contractor which constitute
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 Contractor
and which are allocated to the Contractor pursuant to (1) and (2) below; provided that to
the extent permitted by law, the State may establish reserve funds to meet anticipated
variable replacement costs; and deposits in such reserve funds by the State: (1) shall
be made in such amounts that such reserve funds will be adequate to meet such
anticipated costs as they are incurred, and (2) shall be deemed to be a part of the
variable replacement costs for the year in which such deposits are made.

(b)  Determination. The amount of this variable operation, maintenance, and
power component shall be determined as follows:

(1)  Determination of Charge Per Acre-Foot. There shall be computed
for each calendar year for each aqueduct reach of the Project Transportation
Facilities a charge per acre-foot of water which will return to the State the total
projected variable operation, maintenance and power costs of the reach for such
calendar year. This computation shall be made by dividing such total by the
number of acre-feet of Project Water estimated to be delivered from or through
the reach to all Contractors during the year.

(2) Determination of Charge Per Reach to the Contractor. The amount
of the variable component shall be the product of the sum of the charges per
acre-foot of water, determined under (1) above, for each aqueduct reach
necessary to deliver water to the Contractor, and the number of acre-feet of
Project Water delivered to the Contractor during the year through such reach;
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, the amount of such variable component to be paid by
such Contractor during such period shall be the product of the above sum and
the sum of the number of acre-feet of Project Water delivered to the Contractor
and the number of acre-feet wasted.

(c) Credit Relating to Project Aqueduct Power Recovery Plants. There
shall be credited against the amount of the variable operation, maintenance, and power
component to be paid by each Contractor, as determined pursuant to subdivision (a) of
this article, a portion of the projected net value of any power recovered during the
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respective year at project aqueduct power recovery plants located upstream on the
particular aqueduct reach from the delivery structures for delivery of Project Water to
the Contractor. Such portion shall be in an amount which bears the same proportion to
such projected net value that the number of acre-feet of Project Water delivered to the
Contractor through such plants during the year bears to the number of acre-feet of
Project Water delivered to all Contractors through such plants during the year.

(d)  Determination of Total Variable Component Charge. The amount to
be paid each year by the Agency under the variable operation, maintenance, and power
component of the Transportation Charge shall be determined in accordance with
subdivision (a) of this article for the respective aqueduct reaches in Table L included in
Article 24. Such amounts and any appropriate interest thereon for costs incurred prior to
the Billing Transition Date shall be set forth by the State in Table N as soon as designs
and cost estimates are prepared by it subsequent to receipt of requests from the
Agency as to the maximum monthly delivery capability to be provided in each aqueduct
reach for transport and delivery of Project Water to the Agency, pursuant to Article
17(a); provided that the amounts set forth in Table N shall be subject to redetermination
by the State in accordance with Article 28.

TABLE N
TRANSPORTATION CHARGE -- ESTIMATED VARIABLE OPERATION,
MAINTENANCE, AND POWER COMPONENT
SANTA CLARITA VALLEY WATER AGENCY

Year Total Annual Payment by Agency*

1**

2

3

4

* Payments start with year of initial water delivery.
* Year in which the State commences construction of the Project Conservation Facilities.
(This table was labeled Table F in original contract provisions)

(e) No Separate Variable Component for East Branch Enlargement
Facilities. There shall be no separate variable operation, maintenance, and power
component for deliveries of water through East Branch Enlargement Facilities defined in
Article 49(a).
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27. TRANSPORTATION CHARGE -- REPAYMENT SCHEDULE.

The amounts to be paid by the Agency for each year under the Capital Cost and
minimum operation, maintenance, power, and replacement components of the
Transportation Charge, and under the variable operation, maintenance, and power
component of such charge on the basis of then estimated deliveries, shall be set forth
by the State in Table O as soon as designs and cost estimates have been prepared by
it subsequent to receipt of requests from the Agency as to the maximum monthly
delivery capability to be provided in each aqueduct reach for transport and delivery of
Project Water to the Agency, pursuant to Article 17(a), which Table O shall constitute a
summation of Tables I, K, M, and N; provided that each of the amounts set forth in
Table O shall be subject to redetermination by the State in accordance with Article 28;
provided further that the principles and procedures set forth in Articles 24, 25, and 26
shall be controlling as to such amounts. Such amounts shall be paid by the Agency in
accordance with the provisions of Article 29.

TABLE O
REPAYMENT SCHEDULE--TRANSPORTATION CHARGE
SANTA CLARITA VALLEY WATER AGENCY

Year Capital Cost Minimum Variable Total
Component Component Component
1*
2**
3
4

* Year in which State commences construction of Project Transportation Facilities.
**  Year of first payment.

(This table was labeled Table G in original contract provisions)
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28. DELTA WATER CHARGE AND TRANSPORTATION CHARGE --
REDETERMINATION.

(a) Redetermination of Transportation Charges 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)  Determinative Factors Subject to Retroactive Change. The State
shall redetermine the values and amounts set forth in Tables H through O
(referred to in the original contract provisions as Tables B through G) of this
contract in the year following the year in which the State commences
construction of the Project Transportation Facilities and each year thereafter
during the Project Repayment Period in order that the Transportation Charge to
the Agency and the components thereof may accurately reflect the increases or
decreases from year to year in projected costs, outstanding reimbursable
indebtedness of the State Incurred prior to the Billing Transition Date to construct
the Project Transportation Facilities described in Table G of this contract, Annual
Table A Amounts, estimated deliveries, Project Interest Rate, and all other
factors which are determinative of such charges. In addition, each such
redetermination shall include an adjustment of the components of the
Transportation Charge to be paid by the Agency for succeeding years which shall
account for the differences, if any, between those factors used by the State in
determining the amounts of such components for all preceding years and the
factors as then currently known by the State. Such adjustment shall be computed
by the State and paid by the Agency or credited to the Agency’s account in the
manner described in (b) and (c) below.

(2)  Adjustment: Transportation Charge -- Capital Component For Costs
Incurred Prior to the Billing Transition Date. Adjustments for prior underpayments
or overpayments of the capital component of the Transportation Charge to the
Agency for costs Incurred prior to the Billing Transition Date, together with
accrued interest charges or credits thereon computed at the then current Project
Interest Rate on the amount of the underpayment or overpayment and
compounded annually for the number of years from the year the underpayment
or overpayment occurred to and including the year following the redetermination,
shall be paid in the year following the redetermination; provided that the Agency
may elect to exercise the option whereby when the redetermined Transportation
Charge for the following year, with adjustments, including adjustments of the
operation, maintenance, power, and replacement components provided for in
subdivision (a)(3) of this article, is more or less than the last estimate of the
charge provided pursuant to Article 27 for the corresponding year, without
adjustments, an amount equal to the total of such difference shall be deducted
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from or added to the adjusted capital component for that year and paid or
credited in accordance with the following schedule:

Percent that Transportation Charge for Period. in years, for amortizin
costs Incurred prior to the Billing the c’liffe):'ence, in indicated 9
Transition Date differs from last estimate h
(+ or -) charge

for 10% or less no amortization

more than 10%, but not more than 20% 2

more than 20%, but not more than 30% 3

more than 30%, but not more than 40% 4

more than 40% 5

Such payments or credits shall be equal semi-annual amounts of principal and
interest on or before the 1st day of January and the 1st day of July, with interest
computed at the Project Interest Rate and compounded annually, during varying
amortization periods as set forth in the preceding schedule; provided that for the
purpose of determining the above differences in the Transportation Charge for
costs Incurred prior to the Billing Transition Date, the variable operation,
maintenance, and power component shall be computed on the basis of the same
estimated Project Water deliveries as was assumed in computing pursuant to
Article 26(c).

(3)  Adjustment: Transportation Charge -- Minimum and Variable
Components for costs Incurred prior to the Billing Transition Date. One-twelfth of
the adjustments for prior underpayments or overpayments of the Agency’s
minimum and variable operation, power, and replacement components for each
year shall be added or credited to the corresponding components to be paid in
the corresponding month of the year following the redetermination, together with
accrued interest charges or credits thereon computed at the then current Project
Interest Rate on the amount of the underpayment or overpayment and
compounded annually for the number of years from the year the underpayment
or overpayment occurred to and including the year following the redetermination.

(4)  Exercise of Option. The option provided for in subdivision (a)(2) of
this article shall be exercised in writing on or before the January 1 due date of the
first payment of the capital component of the Transportation Charge for the year
in which the option is to become effective. Such option, once having been
exercised, shall be applicable for all of the remaining years of the Project
Repayment Period.

(5)  Project Interest Rate Adjustments. Notwithstanding the provisions
of subdivision (a)(2) of this article, adjustments for prior overpayments and
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underpayments shall be repaid beginning in the year following the
redetermination by application of a unit rate per acre-foot which, when paid for
the projected portion of the Agency’s Annual Table A Amount will return to the
State, during the Project Repayment Period, together with interest thereon
computed at the Project Interest Rate and compounded annually, the full amount
of the adjustments resulting from financing after January 1, 1987, from all bonds,
advances, or loans listed in Article 1(ad) except for Article 1(ad)(3) and except for
bonds issued by the State under the Central Valley Project Act after January 1,
1987 for facilities not listed among the Water System Facilities in Article 1(ap).
Notwithstanding the immediately preceding exception, such amortization shall
also apply to any adjustments in this component charge resulting from a change
in the Project Interest Rate due to any refunding after January 1, 1986 on bonds
issued under the Central Valley Project Act. However, amortization of
adjustments resulting from items listed in subdivisions (1)(ad)(4) through (7) of
Article 1 shall be limited to a period which would allow the Department to repay
the debt service on a current basis until such time as bonds are issued to
reimburse the source of such funding. In no event shall this amortization period
be greater than the Project Repayment Period.

(6) No Adjustment of Water System Facility Revenue Bond Financing
Costs. The use of Water System Facility Revenue Bonds for financing facilities
listed in Article 1(ap) shall not result in adjustments for prior underpayments or
overpayments of the capital component of the Transportation Charge to the
Agency under the provisions of this article. In place of making such adjustments,
charges to the Agency for Water System Facility Revenue Bond Financing Costs
will be governed by Article 50(a).

(b) Redetermination of Delta Water Charges and Transportation Charges
for Costs Incurred On or After the Billing Transition Date. The provisions of this
subdivision (b) shall apply only to costs Incurred on or after the Billing Transition Date.

(1) Determinative Factors Subject to Retroactive Change. The State shall
redetermine the values and amounts set forth in Tables B through F and Tables J
through O of this contract each calendar year commencing on or after the Billing
Transition Date in order that the Delta Water Charge and the Transportation
Charge to the Agency for costs Incurred on or after the Billing Transition Date
and the components thereof may accurately reflect the increases or decreases
from year to year in projected costs, outstanding reimbursable indebtedness of
the State Incurred to construct Project Conservation Facilities and Project
Transportation Facilities, Annual Table A Amounts, estimated deliveries, and all
other factors which are determinative of such charges. In addition, each such
redetermination shall include an adjustment of the components of the Delta
Water Charge and Transportation Charge to be paid by the Agency for
succeeding years which shall account for the differences, if any, between those
factors used by the State in determining the amounts of such components for all
preceding years and the factors as then currently known by the State, as
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applicable. Such adjustment shall be computed by the State and paid by the
Agency or credited to the Agency’s account in the manner described in
subdivisions (b)(2) and (b)(3) of this article.

(2) Adjustment: Delta Water Charge and Transportation Charge -- Capital
Components for Costs Incurred On or After the Billing Transition Date.
Adjustments for prior underpayments or overpayments of the capital component
of the Delta Water Charge and the Transportation Charge to the Agency for costs
Incurred on or after the Billing Transition Date shall be paid in the year following
the redetermination.

(3) Adjustment: Delta Water Charge and Transportation Charge --
Minimum and Variable Components for Costs Incurred On or After the Billing
Transition Date One-twelfth of the adjustments for prior underpayments or
overpayments of the Agency’s minimum operation, maintenance, power, and
replacement component and variable operation, maintenance and power
component of the Delta Water Charge and Transportation Charge for each year
shall be added or credited to the corresponding components to be paid in the
corresponding month of the year following the redetermination.
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29. TIME AND METHOD OF PAYMENT OF DELTA WATER CHARGE AND
TRANSPORTATION CHARGE.

The provisions of this article shall apply to costs Incurred both prior to and on or
after the Billing Transition Date. References to the Delta Water Charge shall include the
Delta Water Charge for costs Incurred prior to the Billing Transition Date and the Delta
Water Charge for costs Incurred on or after the Billing Transition Date, separately, as
applicable, and references to the Transportation Charge shall include the Transportation
Charge for costs Incurred prior to the Billing Transition Date and the Transportation
Charge for costs Incurred on or after the Billing Transition Date, separately, as
applicable.

(a) Initial Payments.

(1)  Delta Water Charge. Payments by the Agency under the Delta
Water Charge shall commence in the Year of Initial Water Delivery to the
Agency.

(2)  Capital Component of the Transportation Charge. Payments by the
Agency under the capital component of the Transportation Charge shall
commence in the year following the year in which the State commences
construction of the Project Transportation Facilities.

(3)  Minimum Operation, Maintenance, Power, and Replacement
Component. Payments by the Agency under the minimum operation,
maintenance, power, and replacement component of the Transportation Charge
shall commence for each aqueduct reach in the year following the year in which
construction of that reach is completed.

(4) Variable Operation, Maintenance, Power, and Replacement
Component. Payments by the Agency under the variable operation,
maintenance, power and replacement component of the Transportation Charge
shall commence in the Year of Initial Water Delivery to the Agency.

(b)  Annual Statement of Charges. The State shall, on or before July 1 of
each year, commencing with the year preceding the year in which payment of the
respective charge is to commence pursuant to this article, furnish the Agency with a
written statement of the following items:

(1)  the charges to the Agency for the next succeeding year under the
capital components and minimum operation, maintenance, power, and
replacement components of the Delta Water Charges and Transportation
Charges; provided that charges for Financing Costs shall be stated as separate
items in the Statement of Charges;
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(2)  the unit charges to the Agency for the next succeeding year under
the variable operation, maintenance, power and replacement components of the
Delta Water Charge and Transportation Charge; and

(3)  the total charges to the Agency for the preceding year under the
variable operation, maintenance, power and replacement components of such
Delta Water Charge and Transportation Charge; provided that through December
31, 1969, the Delta Water Charge shall be based upon a unit rate of $3.50 per
acre-foot and shall be paid by the Contractors on the basis of their respective
Annual Table A Amounts, as provided in Article 22(b).

All such statements shall be accompanied by the latest revised copies of the
documents amendatory to Article 22 and of the tables included in Articles 24 through
27, together with such other data and computations used by the State in determining
the amounts of the above charges as the State deems appropriate.

(c)  Monthly Statements. The State shall, on or before the fifteenth day of
each month of each year, commencing with the Year of Initial Water Delivery to the
Agency, furnish the Agency with a statement of the charges to the Agency for the
preceding month under the variable operation, maintenance, power and replacement
components of the Delta Water Charge and Transportation Charge. Such charges shall
be determined by the State in accordance with the relevant provisions of Articles 22 and
26 of this contract, upon the basis of metered deliveries of Project Water to the Agency,
except as otherwise provided in those articles.

(d) Semiannual Payments of Capital Components. The Agency shall pay
to the State, on or before January 1 of each year, one-half (1/2) of the charge to the
Agency for the year under the capital component of the Delta Water Charge and one-
half (1/2) of the charge to the Agency for the year under the capital component of the
Transportation Charge, as such charges are stated pursuant to subdivision (b) of this
article; and shall pay the remaining one-half (1/2) of each of such charges on or before
July 1 of that year.

(e)  Monthly Payments of Minimum Operation, Maintenance, Power, and
Replacement Component. The Agency shall pay to the State, on or before the first
day of each month of each year, one-twelfth (1/12) of the sum of the charges to the
Agency for the year under the minimum operation, maintenance, power, and
replacement components of the Delta Water Charge and Transportation Charge,
respectively, as such charges are stated pursuant to subdivision (b) of this article.

(f) Monthly Payments of Variable Operation, Maintenance, Power, and
Replacement Component. The Agency shall pay to the State on or before the
fifteenth day of each month of each year, the charges to the Agency under the variable
operation, maintenance, power, and replacement components of the Delta Water
Charge and Transportation Charge, respectively, for which a statement was received by
the Agency during the preceding month pursuant to subdivision (c) of this article, as
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such charges are stated in such statement.

(g) Contest of Charges. In the event that the Agency in good faith contests
the accuracy of any statement submitted to it pursuant to subdivision (b) or (c) of this
article, it shall give the State notice thereof at least ten (10) days prior to the day upon
which payment of the stated amounts is due. To the extent that the State finds the
Agency’s contentions regarding the statement to be correct, it shall revise the statement
accordingly, and the Agency shall make payment of the revised amounts on or before
the due date. To the extent that the State does not find the Agency’s contentions to be
correct, or where time is not available for a review of such contentions prior to the due
date, the Agency shall make payment of the stated amounts on or before the due date,
but may make the contested part of such payment under protest and seek to recover
the amount thereof from the State.
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50. WATER SYSTEM FACILITY REVENUE BOND FINANCING COSTS.

(@) Water System Facility Revenue Bonds to Finance Capital Costs
Incurred Prior to the Billing Transition Date. The provisions of this subdivision (a)
shall apply to the Financing Costs of Revenue Bonds issued to finance Water System
Facility Capital Costs Incurred prior to the Billing Transition Date. Charges to all
Contractors for such Financing Costs shall return to the State each year an amount
equal to the Financing Costs the State incurs in that year for such Water System Facility
Revenue Bonds.

(1)  Elements of Charge. Annual charges to recover such Water
System Facility Revenue Bond Financing Costs shall consist of two elements.

(A)  The first element shall be an annual charge to the Agency
for repayment of Capital Costs of Water System Facilities as determined
under Articles 22(a) and 24(a) of this contract with interest at the Project
Interest Rate. For conservation facilities, the charge shall be a part of the
capital component of the Delta Water Charge in accordance with the
provisions of Article 22(a) applicable to Capital Costs Incurred prior to the
Billing Transition Date. For transportation facilities, the charge shall be a
part of the capital component of the Transportation Charge in accordance
with the provisions of Article 24(a) applicable to Capital Costs Incurred
prior to the Billing Transition Date.

(B) The second element shall be the Agency’s share of a Water
System Facility Revenue Bond Surcharge to be paid in lieu of a Project
Interest Rate adjustment. The total annual amount to be paid by all
Contractors under this element shall be the difference between the total
annual charges under the first element and the annual Financing Costs of
the related Water System Facility Revenue Bonds. The amount to be paid
by each Contractor shall be calculated annually as if the Project Interest
Rate were increased to the extent necessary to produce revenues from all
Contractors sufficient to pay such difference for that year. In making that
calculation, adjustments in the Agency’s transportation capital component
charges for prior overpayments and underpayments shall be determined
as if amortized over the remaining years of the Project Repayment Period.

(2) Identification of Surcharge on Invoices. The Water System Facility Revenue
Bond Surcharge will be identified in the Agency'’s invoice.

(3) Timing of Surcharge Payments. Surcharge payments shall be
made in accordance with Article 29(f) of this contract.

4) Termination of Surcharge. The Water System Facility Revenue

Bond Surcharge under Article 50(a)(1)(B) shall cease for each series of Water
System Facility Revenue Bonds when that series is fully repaid. However, the
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annual charge determined pursuant to Article 50(a)(1)(A) shali continue to be
collected for the time periods otherwise required under Articles 22 and 24.

(5) Reduction of Charges. After the Department has repaid the
California Water Fund in full and after each series of Water System Facility
Revenue Bonds is repaid, the Department will reduce the charges to all
Contractors in an equitable manner in a total amount that equals the amount of
the charges under Article 50(a)(1)(A) that the Department determines is not
needed for future financing of facilities of the System which, in whole or in part,
will serve the purposes of the water supply contract with the Agency.

(b) Water System Facility Revenue Bonds to Finance Capital Costs
Incurred On or After the Billing Transition Date. The provisions of this subdivision
(b) shall apply to the Financing Costs of Revenue Bonds issued to finance Water
System Facility Capital Costs Incurred on or after the Billing Transition Date. Charges
to all Contractors for such Financing Costs shall return to the State each year an
amount equal to the Financing Costs the State incurs in that year for such Water
System Facility Revenue Bonds. The amount of this charge shall be calculated in two
steps as follows:

(1)  Allocation of Water System Facility Capital Costs. Capital Costs
Incurred on or after the Billing Transition Date of Water System Facilities that are
conservation facilities shall be allocated among all Contractors in proportion to
each Contractor's Maximum Annual Table A Amount. Capital Costs Incurred on
or after the Billing Transition Date of Water System Facilities that are
transportation facilities shall be allocated among all Contractors in accordance
with Article 24(c).

(2)  Determination of Annual Financing Cost Amounts. The State shall
determine and charge the Agency each year the amount of the Financing Costs
the State incurs in that year for the Water System Facility Revenue Bonds issued
to finance such Water System Facility Capital Costs allocated to the Agency.

(c) Provisions Applicable to All Water System Facility Revenue Bonds.
The provisions of this article shall apply to all Water System Facility Revenue Bonds.

(1)  Credits for Excess Amounts. The State shall provide credits to the
Contractors for excess reserve funds, excess debt service coverage, interest,
and other earnings of the State in connection with payment of the Financing
Costs of such Water System Facility Revenue Bonds, when and as permitted by
the applicable bond resolution or indenture. When such credits are determined
by the State to be available, such credits shall be promptly provided to the
Contractors and shall be in proportion to the payments of Water System Facility
Revenue Bond Financing Costs from each Contractor. Reserves, bond debt
service coverage, interest, and other earnings may be used to retire bonds.
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(2)  Allocation of Maturities Permitted. When calculating charges for
Water System Facility Revenue Bond Financing Costs, the State may allocate
portions of particular maturities of Water System Facility Revenue Bonds and the
Financing Costs associated with such maturities to particular Water System
Facilities, in order to establish a reasonable relationship between the Economic
Useful Life of such facilities and the term of bonds issued to finance such
facilities, and may determine the Financing Costs allocated to the Agency on the
basis of such maturity allocation.

(8)  Supplemental Bills for Unanticipated Financing Costs. The State
may submit a supplemental bill to the Agency for the year if necessary to meet
unanticipated costs for Water System Facility Revenue Bond Financing Costs for
which the State can issue a statement of charges under this article and any other
article of this contract providing for payments that are pledged to the payment of
Revenue Bonds issued to finance Project Facility Capital Costs allocated to the
Agency. The relative amounts of any supplemental billing made to the Agency
and to other Contractors for Revenue Bond purposes shall be governed by the
otherwise applicable article. Payment of any supplemental billing shall be due
thirty days after the date of the invoice.

(4) Insurance on Contractor Obligations. To the extent economically
feasible and justifiable, as determined by the State after consuitation with
Contractors, the State shall maintain insurance or other forms of security
protecting bondholders and non-defaulting Contractors against costs resulting
from the failure of any Contractor to make the payments required by this article.

(5) Consultation on Financing Plan. Before issuing each series of Water
System Facility Revenue Bonds, the State shall consult with the Contractors,
prepare a plan for the State's future financing of Water System Facilities, and
give the Agency an opportunity to comment on the plan. The plan shall include
but not be limited to the size of any Water System Facility Revenue Bond
issuances and the form of any necessary resolutions, indentures or supplements.

(6) Defaults.

(A) If a Contractor defaults partially or entirely on its payment
obligations with respect to Water System Facility Revenue Bond Financing
Costs and sufficient insurance or other security protecting the non-
defaulting Contractors is not provided under subdivision (c)(4) of this
article, the State shall allocate a portion of the default to each non-
defaulting Contractor. The Agency's share of the default shall be equal to
an amount determined by multiplying the total default amount to be
charged to all non-defaulting Contractors by the ratio that the Agency’s
Maximum Annual Table A Amount bears to the total of the Maximum
Annual Table A Amounts of all non-defaulting Contractors. However, such
amount shall not exceed in any year 25 percent of the Water System

62



STATE WATER PROJECT WATER SUPPLY CONTRACT EXTENSION AMENDMENT
Execution Version

Facility Revenue Bond Financing Costs that are otherwise payable by the
Agency in that year. The amount of default to be charged to non-defaulting
Contractors shall be reduced by any receipts from insurance protecting
non-defaulting Contractors and bond debt service coverage from a prior
year and available for such purpose.

(B)  If a Contractor defaults partially or entirely on its payment
obligations under this article, the State shall also pursuant to Article 20,
upon six months’ notice to the defaulting Contractor, suspend water
deliveries under Article 20 to the defaulting Contractor so long as the
default continues. The suspension of water deliveries shall be proportional
to the ratio of the default to the total Water System Facility Revenue Bond
Financing Cost payments due from the defaulting Contractor. However,
the State may reduce, eliminate, or not commence suspension of
deliveries pursuant to this subparagraph if it determines suspension in the
amounts otherwise required is likely to impair the defauiting Contractor’s
ability to avoid further defaults or that there would be insufficient water for
human consumption, sanitation, and fire protection. The State may
distribute the suspended water to the non-defaulting Contractors on terms
it determines to be equitable.

(C)  During the period of default, credits otherwise due the
defaulting Contractor shall be applied to payments due from the defaulting
Contractor.

(D)  Except as otherwise provided in subparagraph (¢) of this
article, the defaulting Contractor shall repay the entire amount of the
default to the State with interest compounded annually at the Surplus
Money Investment Fund rate before water deliveries that had been
suspended shall be fully resumed to that Contractor. If the defaulting
Contractor makes a partial repayment of its default, the Department may
provide a proportional restoration of suspended deliveries. The amount of
the default to be repaid shall include any amounts previously received by
the State from insurance proceeds, bond debt service coverage, or other
reserves, and payments from other Contractors pursuant to this
subparagraph (c)(6). The defaulting Contractor shall not be entitled to any
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make-up water deliveries as compensation for any water deliveries
suspended during the period when the Contractor was in default.

(E) At such time as the default amount is repaid by the
defaulting Contractor, the non-defaulting Contractors shall receive credits
in proportion to their contributions towards the amount of the default with
interest collected by the State on the defaulted amount.

(F) Inthe event there is an increase in the amount a non-
defaulting Contractor contributes to reserves and/or bond debt service
coverage, such increase shall be handled in the same manner as provided
in subparagraph (a) of this atticle.

(G)  Action taken pursuant to this subdivision shall not deprive
the State of or limit any remedy provided by this contract or by law for the
recovery of money due or which may become due under this contract.

(7)  No Article 51 Reduction. Amounts of Water System Facility
Revenue Bond Financing Costs payable under this contract shall not be affected
by any reductions in payments pursuant to Article 51.

(8)  Contract Extension. In the event the Contract Extension
Amendment takes effect, but not all Contractors sign the amendment, the
following shall apply: If and to the extent that the charges under Article 50(b)(1)
and 50(b)(2) of the water supply contracts of Contractors that have not executed
the Contract Extension Amendment (“non-signing Contractors”) are not sufficient
to recover the annual Financing Costs that relate to Revenue Bonds issued to
finance capital costs that are Incurred after the Billing Transition Date and are
allocable to such non-signing Contractors, the amount of the shortfall shall be
determined. Such shortfall shall be charged to the Contractors that have
executed the Contract Extension Amendment (“signing Contractors”) in
proportion to each such signing Contactor's total Water System Facility Revenue
Bond Financing Cost charges under Article 50(b) of this contract.
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FINANCIAL ADJUSTMENTS.
(@)  Article Expiration.

This Article 51 shall be effective through December 31, 2035 and shall be
of no further effect on and after January 1, 2036; provided, however, that the
provisions of this Article 51 may, to the extent applicable, continue to be used
and applied on and after January 1, 2036 for the purpose of truing up amounts
owed by the Agency to the State or by the State to the Agency for the calendar
years up to and ending with calendar year 2035.

(b)  State Water Facilities Capital Account.

(1)  The State shall establish a State Water Facilities Capital Account to
be funded from revenues available under Water Code section 12937(b)(4).
Through procedures described in this article and as limited by this article, the State
may consider as a revenue need under subdivision (c)(2)(v) of this article and may
deposit in the State Water Facilities Capital Account the amounts necessary to pay
capital costs of the State Water Facilities for which neither general obligation bond
nor revenue bond proceeds are available, including but not limited to planning,
reconnaissance and feasibility studies, the San Joaquin Valley Drainage Program
and, through the year 2000, the CALFED Bay-Delta Program.

(2) The Director of the Department of Water Resources shall fully consult
with the Contractors and consider any advice given prior to depositing funds into
this account for any purposes. Deposits into this account shall not exceed the
amounts specified in subdivision (c)(2)(v) of this article.

(3)  The State shall use revenue bonds or other sources of moneys rather
than this account to finance the costs of construction of any major capital projects.

(4) Five years following the Contract Extension Amendment Effective
Date, the SWRDS Finance Committee shall review the State Water Facilities
Capital Account to determine whether to recommend to the Director that this
account be closed. If the Director determines to close the account, the State shall
transfer any balance in the account to the SWRDS Support Account.

(5) Unless closed sooner, the State Water Facilities Capital Account

shall terminate on December 31, 2035 and the State shall transfer any balance in
such account to the SWRDS Support Account.
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(c) Calculation of Financial Needs.

(1) Each year the State shall calculate in accordance with the timing
provisions of Articles 29 and 31 the amounts that would have been charged (but
for this article) to each Contractor as provided in other provisions of this contract.

(2)  Each year the State shall also establish its revenue needs for the
following year for the following purposes, subject to the following limitations:

() The amount required to be collected under the provisions of
this contract, other than this article, with respect to all revenue bonds issued
by the State for Project Facilities.

(i) The amount required for payment of the reasonable costs of
the annual maintenance and operation of the State Water Resources
Development System and the replacement of any parts thereof as described
in Water Code section 12937(b)(1). These costs shall not include operation
and maintenance costs of any Federal Central Valley Project facilities
constructed by the United States and acquired by the State of California
after 1994, other than the State's share of the joint use facilities which
include San Luis Reservoir, the San Luis Canal and related facilities.

(i)  The amount required for payment of the principal of and
interest on the bonds issued pursuant to the Burns-Porter Act as described
in Water Code section 12937(b)(2).

(iv)  Any amount required for transfer to the California Water Fund
in reimbursement as described in Water Code section 12937(b)(3) for funds
utilized from said fund for construction of the State Water Resources
Development System.

(v) For the years 1998 and thereafter, the amount needed for
deposits into the State Water Facilities Capital Account as provided in
subdivision (b) of this article, but (A) not more than $6 million per year for the
years 1998, 1999 and 2000, and (B) not more than $4.5 million per year for
the years 2001 and thereafter.

(3)  The State shall reduce the annual charges in the aggregate for all
Contractors by the amounts by which the hypothetical charges calculated pursuant
to subdivision (c)(1) above exceed the revenue needs determined pursuant to
subdivision (c)(2) above; provided that the reduction in annual charges in the
aggregate for all Contractors shall not exceed $48 million in any year beginning
with the first calendar year following the Contract Extension Amendment Effective
Date. The provisions regarding the reduction in annual charges that were in effect
prior to the Contract Extension Amendment Effective Date shall continue to apply to
the entire calendar year in which the Contract Extension Amendment Effective Date
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occurs. The reductions under this article shall be apportioned among the
Contractors as provided in subdivisions (d), (e), (f) and (g) of this article.
Reductions to Contractors shall be used to reduce the payments due from the
Contractors on each January 1 and July 1; provided, however, that to the extent
required pursuant to subdivision (h) of this article, each Agricultural Contractor shall
pay to the Agricultural Rate Management Trust Fund an amount equal to the
reduction allocated to such Agricultural Contractor. Any default in payment to the
trust fund shall be subject to the same remedies as any default in payment to the
State under this contract. To determine whether the reduction in annual charges in
the aggregate for all Contractors equals the $48 million limit specified in this
subdivision (c)(3), it shall be assumed that all Contractors have executed the
Contract Extension Amendment and will share in the available rate reductions
consistent with the proportions as provided in this contract, regardless of whether
one or more Contractors do not receive a reduction under their respective Water
Supply Contracts.

(4)  The supplemental billing provisions authorized under this 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 the Director in his or her discretion accepts a
recommendation from the SWRDS Finance Committee to eliminate the use of
supplemental billing prior to that date.

(i) The State shall inform the SWRDS Finance Committee if the
available System cash balances are projected by the State to fall during
the succeeding one hundred twenty (120) days to an amount below an
amount equal to ninety (90) days operating expenditures. The SWRDS
Finance Committee shall make a recommendation in light of such
circumstances to the Director.

(ii) The State may submit a supplemental billing to the Agency
for the year in an amount not to exceed the amount of the prior reductions
for such year under this Article if necessary to meet unanticipated costs
for purposes identified in Water Code Section 12937(b)(1) and (2) for
which the State can issue billings under other provisions of this contract,
subject to the following procedures and limitations:

(a) The State may only issue supplemental bills pursuant to
the provisions of this Article 51(c)(4) when available System cash

67



STATE WATER PROJECT WATER SUPPLY CONTRACT EXTENSION AMENDMENT

(5)

Execution Version

balances are projected to be less than the amount equal to 90 days
operating expenditures.

(b) The term “available System cash balances,” for
purposes of subdivision (a) of this Article 51(c)(4)(ii) shall mean
available amounts 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 within the next two years), General
Operating Account, SWRDS Reinvestment Account, and SWRDS
Support Account (to the extent the funds in the SWRDS Support
Account are not projected to be needed for non-reimbursable
expenditures within the next two years).

(c) The term “operating expenditures” for purposes of
subdivision (a) of this Article 51(c)(4)(ii) shall mean the costs
described in California Water Code Section 12937(b) chargeable to
the State Water Project as water supply.

(d) Any supplemental billing made to the Agency for these
purposes shall be in the same proportion to the total supplemental
billings to all Contractors for these purposes as the prior reduction
in charges to the Agency in that year bears to the total reduction in
charges to all Contractors in that year and shall be treated as
reducing the amount of the reduction made available for that year
to the Contractor by the amount of the supplemental bill to the
Contractor.

The State may also submit a supplemental billing to the Agency for

the year if necessary to meet unanticipated costs for revenue bond debt service
and coverage for which the State can issue a statement of charges under
provisions of this contract other than this article. The relative amounts of any

supplement

al billing made to the Agency and to other Contractors for revenue

bond purposes shall be governed by such other applicable provisions of this

contract.

(6)

Payment of any supplemental billing shall be due thirty days after

the date of the invoice. Delinquency and interest on delinquent amounts due
shall be governed by Article 32.
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(d)  Apportionment of Reductions between Agricultural and Urban
Contractors.

(1)  Commencing with the first calendar year following the Contract
Extension Amendment Effective Date, the State shall apportion available
reductions for each year in accordance with this Article.

(2)  Annual reductions in the aggregate amount of $48 million are
projected to be available in the first calendar year following the Contract
Extension Amendment Effective Date and each succeeding year through
calendar year 2035 and shall be applied as follows:

(i) If reductions are available in an aggregate amount that
equals $48 million, $11,856,000 of reductions shall be apportioned among
the Agricultural Contractors, and $36,144,000 of reductions shall be
apportioned among the Urban Contractors.

(i) If reductions are available in an aggregate amount less than
$48 million in any of these years, the reductions shall be divided on a
24 7%-75.3% basis between the Agricultural Contractors and the Urban
Contractors respectively.

(3) No Contractor shall be entitled to receive in any year any additional
reductions, including any additional reductions to make up for deficiencies in past
projected reductions and any additional reductions above an aggregate annual
amount of $48 million.

(4) Reductions in annual charges to a Contractor pursuant to this
Article 51 (d) shall only be made prospectively beginning with the later of the first
calendar year following the Contract Extension Amendment Effective Date or the
first calendar year following the date the Contractor executes the Contract
Extension Amendment. Apportionments of reductions shall be calculated on the
assumption that all Contractors have executed such amendment.

() Revenues and Reports.

4} Each year, beginning with the first calendar year commencing after
the Contract Extension Amendment Effective Date, the Director shall determine
the amount of available Article 51(e) Amounts. The Director shall determine the
aggregate amount that would have been charged to all Contractors in any year
but for this Article 51 and from that amount shall deduct the sum of

(i) the amount of revenues needed for the purposes specified in
subdivisions (c)(2)(i), (ii), (iii), (iv) and (v) plus

(i)  $48 million.
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The remaining amount, if any, shall be referred to herein as “Article 51(e)
Amounts”.

(2)  The State shall allocate available Article 51(e) Amounts as follows:
The Director in his or her discretion shall allocate and transfer or deposit up to
80% of available Article 51(e) Amounts, as determined on a projected basis, and
up to 100% of available Article 51(e) Amounts, as determined on an actual basis,
into the General Operating Account, the SWRDS Support Account and/or the
SWRDS Reinvestment Account. Any Article 51(e) Amounts determined on an
actual basis to be remaining in the Systems Revenue Account after the Director
allocates and transfers such amounts to the General Operating Account, the
SWRDS Support Account and/or the SWRDS Reinvestment Account shall
remain in the Systems Revenue Account and shall be tracked separately in the
State’s Financial Information System. The Director shall have full discretion
regarding the use of the amounts remaining in the Systems Revenue Account.

(3)  The State shall prepare and distribute an Annual Rate Reduction
Determination Report setting out the factors used to determine reductions in
rates pursuant to Article 51(c). The report shall include a display of the
distribution of gross annual revenues before, among other items, recreation and
fish and wildlife expenditures, contributions to the State Water Facilities Capital
Account and reduction in rates pursuant to Article 51(c). The report shall also
include a display of the distribution and/or allocation of net annual revenues after
reduction in rates pursuant to Article 51(c), to the General Operating Account,
SWRDS Support Account, SWRDS Reinvestment Account, 51(e) Sub-Account of
the Systems Revenue Account, Davis-Dolwig Fund, State Water Facilities
Capital Account, and Suspended Costs, as applicable.

(4)  The System Financial Activity Report, which is required to be
prepared quarterly pursuant to Article 61 (d), shall include annual and
accumulated Article 51(e) Amounts and expenditure activity, including the
beginning balance, the annual activity and the ending balance for the year for
each fund or account into which Article 51(e) Amounts have been transferred or
deposited. The System Financial Activity Report should also have sufficient
detail to provide comprehensive accounting of annual Article 51(e) Amounts and
the uses of the annual Article 51(e) Amounts to enable the SWRDS Finance
Committee to assess the use of these amounts.
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1] Apportionment of Reductions Among Urban Contractors.

Reductions in annual charges apportioned to Urban Contractors under subdivision (d) of
this article shall be further allocated among Urban Contractors pursuant to this subdivision.
The amount of reduction of annual charges for each Urban Contractor shall be based on
each Urban Contractor's proportionate share of total allocated capital costs as calculated
below, for both project conservation and project transportation facilities, repaid by all
Urban Contractors over the project repayment period.

(1)  The conservation capital cost component of the reduction allocation
shall be apportioned on the basis of maximum annual Table A amount. Each
Urban Contractor's proportionate share shall be the same as the percentage of that
Contractor's maximum annual Table A amount to the total of all Urban Contractors'
maximum annual Table A.

(2)  The transportation capital cost component of the reduction allocation
shall be apportioned on the basis of transportation capital cost component
repayment obligations, including interest over the project repayment period. Each
Urban Contractor's proportionate share shall be the same as the percentage that
the Contractor's total transportation capital cost component repayment obligation is
of the total of all Urban Contractors' transportation capital cost component
repayment obligations.

(i) Recalculations shall be made annually through the year 1999.
Beginning in the year 2000 recalculations shall be made every five years
unless an Urban Contractor requests a recalculation for an interim year and
does so by a request in writing delivered to the Department by January 1 of
the year in which the recalculation is to take place.

(i) The transportation capital cost component repayment
obligations, for purposes of this Article 51(f), shall be based in the year of
recalculation on the then most recent Department of Water Resources
Bulletin 132, Table B-15, "Capital Cost Component of Transportation Charge
for Each Contractor,” or its equivalent, excluding any costs or Table A
amount associated with transfers of Table A amounts from Agricultural
Contractors pursuant to Article 53.

(3)  To reflect the relative proportion of the conservation capital cost
component and the transportation capital cost component to the total of all capital
cost repayment obligations, the two cost components shall be weighted as follows:

(i) The conservation capital cost component shall be weighted
with a thirty percent (30%) factor. The weighting shall be accomplished by
multiplying each Urban Contractor's percentage of maximum annual Table A
Amounts as calculated in subdivision (f)(1) of this article by thirty percent
(30%).
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(i) The transportation capital cost component shall be weighted
with a seventy percent (70%) factor. The weighting shall be accomplished
by multiplying each Urban Contractor's percentage of transportation capital
cost component repayment obligations as calculated in subdivision (f)(2) of
this article by seventy percent (70%).

(i)  Atotal, weighted capital cost percentage shall be calculated
for each Urban Contractor by adding the weighted conservation capital cost
component percentage to their weighted transportation capital cost
component percentage.

(4)  The total amount of the annual charges to be reduced to Urban
Contractors in each year shall be allocated among them by multiplying the total
amount of annual charges to be reduced to the Urban Contractors by the total,
weighted capital cost percentages for each such Contractor. If the amount of the
reduction to an Urban Contractor is in excess of that Contractor's payment
obligation to the Department for that year, such excess shall be reallocated among
the other Urban Contractors.

(5) in the case of a permanent transfer of urban Table A amounts, the
proportionate share of annual charge reductions associated with that Table A
amount shall be transferred with the Table A amount to the buying Contractor. In
the case of an Table A amount transfer by either Santa Barbara County Flood
Control and Water Conservation District or San Luis Obispo County Flood Control
and Water Conservation District, the reductions in annual charges to that agency
shall be allocated (a) on the basis of that Table A amount being retained by that
agency which bears Coastal Branch Phase |l transportation costs, (b) on the basis
of that Table A amount being retained by that agency which does not bear Coastal
Branch Phase Il transportation costs, and (c) on the basis of the balance of that
agency's Table A amount which also does not bear Coastal Branch Phase ||
transportation costs.

() Apportionment of Reductions Among Agricultural Contractors.

(1)  Reductions in annual charges apportioned to Agricultural Contractors
under subdivision (d) of this article shall be allocated among the Agricultural
Contractors pursuant to this subdivision. The amount of reduction of annual
charges for each Agricultural Contractor for the years 1997 through 2001 shall be
based on each Agricultural Contractor's estimated proportionate share of the total
project costs, excluding the variable operation, maintenance, power and
replacement components of the Delta Water Charge and the Transportation
Charge and also excluding off-aqueduct power charges, to be paid by all
Agricultural Contractors for the years 1997 through 2035, calculated without taking
into account this article. For purposes of these calculations, Kern County Water
Agency's and Dudley Ridge Water District's estimated project costs shall not
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include any costs associated with the 45,000 acre-feet of Annual Table A Amounts
being permanently relinquished by those Contractors pursuant to subdivision (j) of
Article 53. Also, for purposes of these calculations, an Agricuitural Contractor's
estimated project costs shall not be reduced by the transfer of any of the 130,000
acre-feet of Annual Table A Amounts provided for in subdivisions (a) through (i) of
Article 53. The proportionate shares for 1997 through 2001 shall be calculated as
follows:

(i) Each Agricultural Contractor's statement of charges received
on July 1, 1994, shall be the initial basis for calculating the proportionate
shares for the five years 1997 through 2001.

(ii) Each Agricultural Contractor's estimated capital and minimum
components of the Delta Water Charge and the Transportation Charge
(excluding off-aqueduct power charges) and Water Revenue Bond
Surcharge shall be totaled for the years 1997 through 2035.

(i)  Kern County Water Agency and Dudley Ridge Water District
totaled costs shall be reduced for the 45,000 acre-feet of annual Table A
amount being permanently relinquished by them.

(iv)  Any reductions in an Agricultural Contractor's totaled costs
resulting from the transfer of any of the 130,000 acre-feet of annual Table A
amount shall be re-added to that Contractor's costs.

(v) Each Agricultural Contractor's proportionate share shall be
computed by dividing that Contractor's total costs by the total costs for all
Agricultural Contractors determined pursuant to subparagraphs (i), (iii) and
(iv) above.

(2)  The reductions in annual charges, for 1997 through 2001, shall be
calculated using the method described in subdivision (g)(1) of this article.

(3)  The allocation shall be recalculated using the same method
described in subdivision (g)(1) of this article every five years beginning in 2002, if
any Agricultural Contractor requests such a recalculation. Any recalculation shall
be based on project cost data beginning with the year that the recalculation is to
become effective through 2035.
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(h)  Agricultural Rate Management Trust Fund.

4] Establishment. Through a trust agreement executed
contemporaneously with this amendment, the State and the Agricuitural
Contractors that sign the Monterey Amendments shall establish the Agricultural
Rate Management Trust Fund with a mutually agreed independent trustee.

(2) Separate Accounts. The trustee shall maintain within the trust fund a
separate account for each Agricultural Contractor that signs the trust agreement to
hold deposits made pursuant to this article.

(3) Deposits. Each Agricultural Contractor that signs the trust agreement
shall deposit into such Contractor's account within the trust fund, at the same time
as payments would otherwise be required by this contract to be made to the State,
an amount equal to the amount by which such Contractor's charges under this
contract have been reduced by reason of this article, until the balance in such
Contractor's account within the trust fund is the same percentage of $150,000,000
as such Contractor's percentage share of reductions made available to all
Agricultural Contractors as specified in subdivision (g) of this article. In 2002 and
every fifth year thereafter, the Agricultural Contractors will review the maximum
accumulation in the trust fund (the "Cap") and determine whether the cap should be
adjusted. However, the Cap shall not be reduced below an aggregate of
$150,000,000 for all Agricultural Contractor accounts.

4) Trust Fund Disbursements.

(i In any year in which the State's allocation of water to an
Agricultural Contractor by April 15th of that year is less than one-hundred
percent (100%) of the Contractor's requested annual Table A amount for
that year, the trustee shall, to the extent there are funds in that Contractor's
account, distribute to the State from such account for the benefit of that
Contractor an amount equal to the percentage of the total of that
Contractor's statement of charges for that year, as redetermined by the
State on or about May 15th of that year, for (a) the Delta Water Charge; (b)
the capital cost and minimum operation, maintenance, power and
replacement components of the Transportation Charge (including off-
aqueduct power charges); and (c) the water system revenue bond
surcharge, that is equal to the percentage of that Contractor's annual Table
A amount for that year that was not allocated to it by the State by April 15th
of that year.

(i) In addition to the provisions of subdivision (h)(4)(i) of this
article, if on April 15 of any year any of the irrigable land within the Tulare
Lake Basin Water Storage District (Tulare) is flooded, and Tulare in writing
requests the trustee to do so, the trustee shall, to the extent there are funds
in Tulare's account, distribute to the State from such account for the benefit
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of Tulare an amount equal to the percentage of the total of Tulare's
statement of charges for that year, as redetermined by the State on or about
May 15th of that year, for (a) the Delta Water Charge; (b) the capital cost
and minimum components of the Transportation Charge (including off-
aqueduct power charges); and (c) the water system revenue bond
surcharge, that is equal to the percentage of the irrigable land within Tulare
that is flooded on April 15.

(i)  Each Agricultural Contractor shall remain obligated to make
payments to the State as required by other articles in this contract. Any
amount to be disbursed pursuant to subdivisions (h)(4)(i) and (h)(4)(ii) shall
be paid by the trustee to the State on July 1 of the year involved and shall be
credited by the State toward any amounts owed by such respective
Agricultural Contractor to the State as of that date. However, an Agricultural
Contractor may direct the trustee to make the disbursement to that
Agricultural Contractor which shall in turn make the payment to the State as
required by other provisions of this contract. If the amount to be disbursed
exceeds the amount owed to the State by such Contractor as of July 1, the
excess shall be disbursed by the Trustee to the State at the time of and in
payment of future obligations owed to the State by such Contractor.
Alternatively, upon the request of such Contractor, all or part of the excess
shall be paid by the trustee to that Contractor in reimbursement of prior
payments by the Contractor to the State for that year.

(5) Payment of Supplementai Bills. In any year in which a supplemental
bill has been submitted to an Agricultural Contractor pursuant to subdivision (c)(4)
of this article, such supplemental bill shall be treated as reducing by an equal
amount the obligation of such Contractor for that year to make payments into the
Agricultural Rate Management Trust Fund. To the extent that such Contractor has
already made payments to the trust fund in an amount in excess of such
Contractor's reduced trust fund payment obligation, such Contractor may request
the trustee to use the excess from the trust fund to pay the supplemental bill.

(6) Discharge of Payment Obligation. Each payment to the State by the
trust fund shall discharge and satisfy the Agricultural Contractor's obligation to pay
the amount of such payment to the State. No reimbursement of the trust fund by
the Agricultural Contractor for such payments shall be required. However, each
Agricultural Contractor shall continue to make deposits to the trust fund matching
the amount of each year's reductions as provided in subdivision (d) of this article so
long as the amount in that Contractor's account is less than its share of the Cap.

(7) Distribution of Funds in Excess of the Cap. Whenever accumulated
funds (including interest) in an Agricultural Contractor's account in the trust fund
exceed that Contractor's share of the Cap, or the estimated remaining payments
the Contractor is required to make to the State prior to the end of the project
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repayment period, that Contractor may direct the trustee to pay such excess to the
Contractor.

(8)  Termination of Trust Fund. Atthe end of the project repayment
period, the Agricultural Rate Management Trust Fund shall be terminated and any
balances remaining in the accounts for each of the Agricultural Contractors shall be
disbursed to the respective Agricultural Contractors.

() Definitions. For the purposes of this article, the following definitions
will apply:

(1)  “Agricultural Contractor" shall mean the following agencies as they
now exist or in any reorganized form:

() County of Kings,
(i) Dudley Ridge Water District,
(i)  Empire West Side Irrigation District,

(iv)  Kern County Water Agency for 848,130 acre-feet of its
Table A amount,

(v) Oak Flat Water District,
(vi)  Tulare Lake Basin Water Storage District.

(2)  "Urban Contractor" shall mean every other agency having a long term
water supply contract with the State as they exist as of the date of this amendment
or in any reorganized form as well as Kern County Water Agency for 134,600 acre-
feet of its Table A amount.

() Except as provided in subdivisions (c)(4) and (c)(5), this article shall not

be interpreted to result in any greater State authority to charge the Contractors than exists
under provisions of this contract other than this article.
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NEW CONTRACT ARTICLE

ARTICLE 61 1S ADDED TO THE CONTRACT AS A NEW ARTICLE AS
FOLLOWS:

FINANCIAL ACCOUNTS AND ACTIVITIES
(a) General Operating Account

(1)  The State shall maintain a General Operating Account to provide
the moneys needed for the following purposes:

(1) To pay or provide for the payment of System costs which are
reimbursable by one or more Contractors under their respective Water
Supply Contracts in the event System revenues available for such
payment are insufficient for such purpose; or

(ii) To pay or provide for the payment of System costs for any
System purpose in the event of a System emergency as defined in Article

61(a)(1)(ii).

(iii) A System Emergency, as used in this Article 61(a)(1)(ii) shall
mean an immediate, urgent, critical, unexpected, or impending situation
that, in the judgment of the 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 System
which requires immediate attention and remedial action.

(2)  The maximum amount in the General Operating Account shall be
set, adjusted and funded as follows:

(i) Upon the Contract Extension Amendment Effective Date, the
maximum amount shall be $150 million.

(ii) On or before the first September 1 occurring five (5) years
after the Contract Extension Amendment Effective Date and every five (5)
years thereafter, the State shall present a business case analysis of the
maximum amount reasonably necessary or appropriate to be maintained
in the General Operating Account, including an evaluation of the maximum
amount and its relationship to the business risks associated with the
System cash flow, to the SWRDS Finance Committee for recommendation
to the Director regarding a General Operating Account maximum amount
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adjustment, provided that the maximum amount shall not be less than
$150 million.

(i)  To fund the General Operating Account to its maximum
amount, the Director may, in his or her discretion, transfer to the General
Operating Account (1) amounts determined to be available pursuant to
Article 51(e); (2) earnings from the investment of amounts in the General
Operating Account; (3) amounts in the SWRDS Reinvestment Account;
and (4) amounts in the SWRDS Support Account.

(iv)  If the Director determines to decrease the maximum amount
pursuant to Article 61(a)(2)(ii), or the maximum amount is otherwise
exceeded, the excess amount in the General Operating Account shall be
transferred to the SWRDS Reinvestment Account.

(v)  The State shall replenish the amounts used from the
General Operating Account (1) through charges to the Contractors to the
extent the Contractors are obligated to reimburse the State for the costs
paid with such amounts and (2) from the SWRDS Support Account or
other available revenues (including the sources described in
subparagraph (iii) of this Article 61(a)(2)) for costs not reimbursable by the
Contractors under their respective Water Supply Contracts.

(vi)  General Operating Account investment earnings shall be
used to fund the General Operating Account to its maximum amount or, in
the Director's discretion, transferred to the SWRDS Support Account
and/or the SWRDS Reinvestment Account.

(3)  The State shall prepare monthly reports on the balance in and use
of the General Operating Account for the Director, and shall provide those
reports to the SWRDS Finance Committee. The SWRDS Finance Committee
may periodically review reporting frequency and make recommendations to the
Director regarding reporting frequency.

(b) SWRDS Reinvestment Account

(1)  Commencing with the Contract Extension Amendment Effective
Date, the State shall establish and maintain a SWRDS Reinvestment Account to
provide a continuing source of investment revenue to provide amounts to be
transferred to or deposited in the General Operating Account, the SWRDS
Reinvestment Account, and the SWRDS Support Account.

(2)  To fund the SWRDS Reinvestment Account, the Director may, in
his or her discretion, transfer to the SWRDS Reinvestment Account (i) amounts
determined to be available pursuant to Article 51(e), (i) earnings from the
investment of amounts in the SWRDS Reinvestment Account, (i) payments by
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the Contractors for capital costs funded from the SWRDS Reinvestment Account,
(iv) amounts from the SWRDS Support Account, and (v) amounts from the
General Operating Account.

(3)  Amounts in the SWRDS Reinvestment Account may be used
and/or invested as follows:

(i) To pay capital costs of Project Facilities to the extent those
costs are reimbursable by one or more Contractors under their respective
Water Supply Contracts. Such capital costs shall be reimbursed to the
State in accordance with item 5 of this subparagraph (b) below.

(ii) To pay capital costs of Project Facilities pending
reimbursement of the State with the proceeds of revenue bonds issued by
the State; and

(i)  To make temporary investments in accordance with the
statutory limitations on such investments.

(4)  The State shall prepare regular reports on the SWRDS
Reinvestment Account for the Director and shall provide those reports to the
SWRDS Finance Committee. The State shall consult with the SWRDS Finance
Committee about the investments and activities to be funded from the SWRDS
Reinvestment Account.

(5)  Amortization of Costs Financed with Amounts in the SWRDS
Reinvestment Account. Charges to amortize Project Facility Capital Costs paid
with amounts from the SWRDS Reinvestment Account shall return to the State,
in equal annual amounts over an amortization period determined by the State,
the amount of each such cost together with an interest charge on the
unamortized balance thereof.

() The length of such amortization periods may be from ten
(10) to fifty (50) years, provided that if the capital asset has an Economic
Useful Life of less than ten (10) years, the amortization period may be a
comparable period of less than ten (10) years.
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(i) The interest charge shall be at a rate equal to the market
interest rate at the time the cost is Incurred on municipal Revenue Bonds
with the following characteristics:

(@) the same rating as the rating on Revenue Bonds
issued by the State to finance Project Facilities, and

(b)  the same term as the length of the amortization
period, all as determined by the State.

(i)  For the purposes of this subdivision (b)(5), the State may
aggregate the Capital Costs of each Project Facility Incurred during each
calendar year and determine a composite interest rate and a composite
amortization period applicable to the amortization of such costs.

(ivy  The amortization charges relating to the costs Incurred
during each calendar year shall commence the calendar year starting one
year after the end of the calendar year in which such costs were Incurred,
and the amount to be amortized shall include capitalized interest for the
period from the date or dates the costs are Incurred to the date of
commencement of amortization.

(c) SWRDS Support Account

(1)  Commencing with the Contract Extension Amendment Effective
Date, the State shall establish and maintain a SWRDS Support Account to
provide a source of funds to pay System costs that are not chargeable to the
Contractors under their respective Water Supply Contracts and for the payment
of which there are no other monies available.

(2)  To fund the SWRDS Support Account, the Director may, in his or
her discretion, transfer to the SWRDS Support Account (i) amounts determined
to be available pursuant to Article 51(e); (i) amounts in the SWRDS
Reinvestment Account, (iii) investment earnings in the General Operating
Account; (iv) earnings from the investment of amounts in the SWRDS Support
Account; and (v) other available revenues. The State shall not charge the
Agency to replenish the SWRDS Support Account for costs not otherwise
chargeable to the Agency under this contract.

(3) If the State is reimbursed or other amounts are appropriated and
received for a cost paid from the SWRDS Support Account, the State shall
deposit the amount reimbursed or received in the SWRDS Support Account.

(4)  The State shall prepare regular reports on the SWRDS Support
Account for the Director and shall provide those reports to the SWRDS Finance
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Committee. The State shall consult with the SWRDS Finance Committee about
the investments and activities to be funded from the SWRDS Support Account.

(d)  System Financial Activity Report and Reporting Principles

(1)  The State shall prepare and distribute quarterly a System Financial
Activity Report that contains the following information:

(i) By fund or account, the activity in the following funds and
accounts: the General Operating Account, the SWRDS Support Account,
the SWRDS Reinvestment Account, the 51(e) Sub-Account of the
Systems Revenue Account, the Davis-Dolwig Fund, and the State Water
Facilities Capital Account, and the activity with respect to suspended
costs.

(ii) The data in the System Financial Activity Report shall be
auditable, which includes an audit trail from the costing ledger (currently
the Utility Cost Accounting Billing System, as of the Contract Extension
Amendment Effective Date) to the general ledger (currently SAP, as of the
Contract Extension Amendment Effective Date) or the Bulletin 132
estimates to the System Financial Activity Report.

(2)  Appendix B, entitled System Reporting Principles, contains
principles and guidelines which shall be followed, to the extent applicable, in the
preparation of System financial reports and financial management reports.

(e) State Water Resources Development System Finance Committee

(1)  The State shall establish a joint State and Contractors finance
committee, which shall be referred to as the State Water Resources
Development System Finance Committee or SWRDS Finance Committee. The
membership of the SWRDS Finance Committee shall include both
representatives from the State and the Contractors.

(2)  The primary purpose of the SWRDS Finance Committee shall be to
make recommendations to the Director concerning the financial policies of the
System. The State and the Contractors shall describe the scope of the SWRDS
Finance Committee in a charter mutually agreeable to the State and the
Contractors.

(f) Cost Recovery
In general, the State should seek reimbursement for all System costs from

the approptriate customers and users of System facilities. With respect to those
System costs that are reimbursable by the Contractors, the State should allocate
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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 State proposes to not charge any Contractor the full amount
that the State is entitled to charge the Contractor under the contract, the State
shall present a written proposal to the SWRDS Finance Committee for purposes
of developing a recommendation to the Director regarding the proposal. The
State shall submit such proposal in writing to the SWRDS Finance Committee 90
days in advance of the Director issuing any decision and within such 90 day
period the SWRDS Finance Committee shall provide the Director with a
recommendation regarding such proposal. Such proposals shall comply with the
structure set out in the SWRDS Finance Committee charter referenced in Article
61(e)(2).
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NEW CONTRACT APPENDIX

APPENDIX B IS ADDED TO THE CONTRACT AS A NEW APPENDIX AND
SHALL READ AS FOLLOWS:

APPENDIX B

SYSTEM REPORTING PRINCIPLES

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

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.

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. 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,
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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 Committee 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.
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IT IS FURTHER MUTUALLY AGREED that the following provisions, which shall
not be part of the Water Supply Contract text, shall be a part of this Amendment and be
binding on the Parties.

AMENDMENT IMPLEMENTING AND ADMINISTRATIVE PROVISIONS
1. EFFECTIVE DATE OF CONTRACT EXTENSION AMENDMENT.

(a) The Contract Extension Amendment shall take provisional effect
(“provisional effective date pursuant to subparagraph (a)’) on the last day of the
calendar month in which both of the following occur: (i) the State and 15 or more
Contractors, with an aggregate maximum annual Table A amount exceeding 3,200,000
acre feet, have executed (or committed in a form satisfactory to the State to execute)
the Contract Extension Amendment and (ii) no legal action addressing the validity or
enforceability of the Contract Extension Amendment or any aspect thereof has been
filed within sixty days of such execution or, if filed, a final judgment of a court of
competent jurisdiction has been entered sustaining or validating the Contract Extension
Amendments. Subject to subparagraph (b), the provisional effective date pursuant to
paragraph (a) shall be the Contract Extension Amendment Effective Date if the
conditions set out in subparagraph (e) are met.

(b) If any part of the Contract Extension Amendment of any Contractor is
determined by a court of competent jurisdiction in a final judgment or order to be invalid
or unenforceable, the Contract Extension Amendments of all Contractors shall be of no
force and effect except as provided in subparagraph(c). -

(c) The unenforceability and lack of effectiveness of all Contractors’
Contract Extension Amendments as provided for in subparagraph (b) may be avoided
only if the part of the Contract Extension Amendment determined to be invalid or
unenforceable is explicitly waived in writing by the State and 15 or more Contractors,
with an aggregate maximum annual Table A amount exceeding 3,200,000 acre feet , in
which case the Contract Extension Amendment shall take provisional effect
(“provisional effective date pursuant to subparagraph (c)’) on the last day of the
calendar month in which the requisite waivers are received, but only as to those
Contractors submitting such a waiver in writing, subject to subparagraph (e). The
provisional effective date pursuant subparagraph (c) shall become the Contract
Extension Amendment Effective Date if the conditions set out in subparagraph (e) are
met.

(d) If any Contractor has not executed a Contract Extension Amendment
or has not submitted a waiver pursuant to subparagraph (c), whichever is applicable,
within sixty (60) days of the provisional effective date pursuant to subparagraph (a) or
the provisional effective date pursuant to subparagraph (c), as applicable, the
amendment shall not take effect as to such Contractor, unless the Contractor and the
State, in its discretion, thereafter execute such Contractor’s contract extension
amendment or the Contractor thereafter submits, and the State in its discretion accepts,
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the waiver, whichever applies, in which case the Contract Extension Amendment
Effective Date for purposes of that Contractor’s contract and any associated terms shall
be as agreed upon by the State and Contractor.

(e) (1) If at the end of the applicable 60-day period specified in
subparagraph (d), 24 or more Contractors with an aggregate maximum annual Table A
amount exceeding 3,950,000 acre feet have executed the amendment (or committed to
execute the amendment in a form satisfactory to the State) or submitted a waiver
pursuant to subparagraph (c), as applicable, the provisional effective date pursuant
subparagraph (a) or the provisional effective date pursuant to subparagraph (c), as
applicable, shall become the Contract Extension Amendment Effective Date.

(2) If at the end of the applicable 60 day period specified in
subparagraph (d), 24 or more Contractors with an aggregate maximum annual Table A
amount exceeding 3,950,000 acre feet have not executed (or committed to execute) the
amendment or submitted a waiver pursuant to subparagraph (c), as applicable, then the
State, after consultation with the Contractors that have executed (or committed to
execute) the amendment or submitted a waiver, as applicable, shall within 30 days
following such 60 day period determine in its discretion whether to make the provisional
effective date pursuant to subparagraph (a) or the provisional effective date pursuant to
subparagraph (c), as applicable, the Contract Extension Amendment Effective Date.
The State shall promptly notify all Contractors of the State's determination. If the State
determines, pursuant to this subparagraph 1(e)(2) to allow the contract amendment to
take effect, it shall take effect only as to those Contractors consenting to the
amendment taking effect pursuant to this subparagraph 1(e)(2)

) (1) During the pendency of a legal action addressing the validity or
enforceability of the Contract Extension Amendment, the State and a minimum of 24
Contractors with an aggregate maximum annual Table A amount exceeding 3,950,000
acre feet which have executed (or committed to execute) the Contract Extension
Amendment may agree in writing to waive any limitation barring the Contract Extension
Amendment from taking effect until a final judgment of a court of competent jurisdiction
has been entered (including to waive the “no force and effect * provision in subsection
(b)) and instead allow the Contract Extension Amendment to take effect as to such
Contractors, subject to such conditions, if any, agreed upon, by the State and such
contactors. In such case, the State shall promptly notify all Contractors of the effective
date of the Contract Extension Amendment.

(2) If, during the pendency of a legal action addressing the validity or
enforceability of the Contract Extension Amendment, less than 24 Contractors with an
aggregate maximum annual Table A amount exceeding 3,950,000 acre feet have
agreed in writing to waive any limitation barring the Contract Extension Amendment
from taking effect until a final judgment of a court of competent jurisdiction has been
entered as provided in subsection (1)(f)(1) above, then a Contractor which has so
agreed in writing may request the State to consider allowing the contract extension
amendment to take effect with the agreement of less than 24 Contractors. Upon
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receiving such a request, the State, after consultation with the Contractors that have
agreed in writing to waive any limitation as provided in subsection (1)(f)(1) above, may
determine in its discretion whether to allow the Contract Extension Amendment to take
effect with less than 24 Contractors agreeing in writing to waive the limitation. The State
shall promptly notify all Contractors if the State’s determines to allow the Contract
Extension Amendment to take effect, and include in such notice the effective date of the
Contract Extension Amendment and any conditions that would apply. If the State
determines, pursuant to this subparagraph 1(f)(2) to allow the contract amendment to
take effect, it shall take effect only as to those Contractors consenting to the
amendment taking effect pursuant to subparagraph 1(H)(1).

2, POST BILLING TRANSITION DATE ESTIMATES.

If the State determines it to be necessary, the State may rely on estimates and later
true-up for billing and reporting purposes in the initial years after the Billing Transition
Date.

3. WAIVER AND RELEASE.

Subject to the Contract Extension Amendment taking effect, the Agency does hereby
forever waive, release and discharge the State, and its current and former officers,
agents and employees, from any and all past and present protests, claims, damages,
actions and causes of action of every kind and description, now existing or hereafter
arising, known or unknown, that were or could be or could have been asserted relating
to the State's adjustment made prior to the execution date of this Contract Extension
Amendment in connection with the proportional responsibility, for System facilities south
of and including the Dos Amigos Pumping Plant, between (i) water supply and (ii)
recreation and fish and wildlife enhancement.

4, OTHER CONTRACT PROVISIONS.

Except as amended by this amendment, all provisions of the contract shall be and
remain the same and in full force and effect, provided, however, that any reference to
the definition of a term in Article 1, shall be deemed to be a reference to the definition of
that term, notwithstanding that the definition has been re-lettered within Article 1. In
preparing a consolidated contract, the parties agree to update all such references to
reflect the definitions' lettering within Article 1.

5. COUNTERPART.

This Contract Extension Amendment may be signed in counterpart.
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IN WITNESS WHEREOF, the Parties hereto have executed this Amendment on
the date first above written.

Approved as to Legal Form STATE OF CALIFORNIA
and Sufficiency: DEPARTMENT OF WATER RESOURCES
Chief Counsel Director

Department of Water Resources

Date

SANTA CLARITA VALLEY WATER AGENCY

s D T

Signature

G.r ,vouue MA-N * of

1/19//8

Title

Date
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