MEETING OF THE
BOARD OF DIRECTORS OF THE
MUNICIPAL WATER DISTRICT OF ORANGE COUNTY
Jointly with the
PLANNING & OPERATIONS COMMITTEE
March 3, 2014, 8:30 a.m.
MWDOC Conference Room 101

P&O Committee: Staff: R. Hunter, K. Seckel, R. Bell, J. Berg,
Director Osborne, Chair H. De La Torre, P. Meszaros

Director Barbre

Director Hinman

Ex Officio Member: L. Dick

MWDOC Committee meetings are noticed and held as joint meetings of the Committee and the entire Board
of Directors and all members of the Board of Directors may attend and participate in the discussion. Each
Committee has designated Committee members, and other members of the Board are designated alternate
committee members. If less than a quorum of the full Board is in attendance, the Board meeting will be
adjourned for lack of a quorum and the meeting will proceed as a meeting of the Committee with those
Committee members and alternate members in attendance acting as the Committee.

PUBLIC COMMENTS - Public comments on agenda items and items under the jurisdiction of the
Committee should be made at this time.

ITEMS RECEIVED TOO LATE TO BE AGENDIZED - Determine there is a need to take immediate
action on item(s) and that the need for action came to the attention of the District subsequent to the posting of
the Agenda. (Requires a unanimous vote of the Committee)

ITEMS DISTRIBUTED TO THE BOARD LESS THAN 72 HOURS PRIOR TO MEETING --
Pursuant to Government Code section 54957.5, non-exempt public records that relate to open session
agenda items and are distributed to a majority of the Board less than seventy-two (72) hours prior to the
meeting will be available for public inspection in the lobby of the District’s business office located at
18700 Ward Street, Fountain Valley, California 92708, during regular business hours. When practical,
these public records will also be made available on the District’s Internet Web site, accessible at
http://www.mwdoc.com.

PRESENTATION ITEMS

1. PRESENTATION BY JOHN KENNEDY OF ORANGE COUNTY WATER DISTRICT
REGARDING GROUNDWATER BASIN OPERATIONS (Approximate Presentation
Item 15 minutes)

ACTION ITEMS
2. APPROVAL OF IRVINE RANCH WATER DISTRICT'S (IRWD) STRAND RANCH
WATER BANKING PROGRAM WHEELING AGREEMENT BETWEEN IRWD,

MWDOC AND METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
(MWD)
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P&O Committee Meeting March 3, 2014

INFORMATION ITEMS (The following items are for informational purposes only —
background information is included in the packet. Discussion is not necessary unless a
Director requests.)

3. STATUS OF ONGOING MWDOC RELIABILITY AND ENGINEERING/PLANNING
PROJECTS

4, STATUS OF ONGOING WEROC PROJECTS

5. WATER USE EFFICIENCY REPORTS
a. Status of Water Use Efficiency Projects
b. Water Use Efficiency Programs Savings and Implementation Report

6. REVIEW OF ISSUES RELATED TO CONSTRUCTION PROGRAMS, FACILITY
AND EQUIPMENT MAINTENANCE, WATER STORAGE, WATER QUALITY,
CONJUNCTIVE USE PROGRAMS, EDUCATION, DISTRICT FACILITIES, and
MEMBER-AGENCY RELATIONS

ADJOURNMENT

NOTE:At the discretion of the Committee, all items appearing on this agenda, whether or not expressly

listed for action, may be deliberated, and may be subject to action by the Committee. On those
items designated for Board action, the Committee reviews the items and makes a
recommendation for final action to the full Board of Directors; final action will be taken by the
Board of Directors. Agendas for Committee and Board meetings may be obtained from the
District Secretary. Members of the public are advised that the Board consideration process
includes consideration of each agenda item by one or more Committees indicated on the Board
Action Sheet. Attendance at Committee meetings and the Board meeting considering an item
consequently is advised.

Accommodations for the Disabled. Any person may make a request for a disability-related
modification or accommodation needed for that person to be able to participate in the public
meeting by telephoning Maribeth Goldsby, District Secretary, at (714) 963-3058, or writing to
Municipal Water District of Orange County at P.O. Box 20895, Fountain Valley, CA 92728.
Requests must specify the nature of the disability and the type of accommodation requested. A
telephone number or other contact information should be included so that District staff may
discuss appropriate arrangements. Persons requesting a disability-related accommodation
should make the request with adequate time before the meeting for the District to provide the
requested accommodation.
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Orange County Water District Basin
Management Issues

FY13-14 Water Purchases

Budget — 20,000 acre-feet of MWD untreated water

Estimated Water Reserve Fund $32 Million 48,000 af
Balance - June 30, 2014

October 2013 Board Action $12.6 Million 18,900 af
February 2014 Board Action $19.4 Million 29,100 af

2/26/2014
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Accumulate Overdraft (AF)
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2/26/2014

Historical BPP

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Fiscal Year Ending

January 2013 Board
Adopted Policy

OCWD goal to reach and maintain a 75% BPP
Fiscal Year BPP MWD Purchases
13-14 70% 20,000 af
14-15 2% 40,000 af
15-16 75% 53,000 af
Purchase/recharge > MWD untreated water
Lower BPP if necessary to manage the basin
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2/26/2014

Draft FY14-15 Budget

Increase RA from $276/af to $294/af
Increase BPP from 70% to 72%

Increase MWD purchases from 20,000 to 40,000 af
to support 72% BPP

Consider purchasing additional 25,000 af of MWD
water using $15 million of commercial paper
program

FY 14-15 Groundwater
Basin Water Balance

SAR Baseflow 95,000
SAR Stormflows 50,000
Incidental Recharge 60,000
GWR System 80,000
MWD Supplies 40,000
Other 2,000
Total Water Into Basin 327,000
Expected Pumping @ 72% 327,000
Subtotal Basin Gain/Loss
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2/26/2014

RA Increase & Revenue Generated

Additional RA Revenue in Additional Water Mont
Increase ($/af) Millions (af) Imp
5 1.6

hly Bill
act ($)
15

10 3.2
15 4.8
20 6.4
25 8.0
30 9.6
35 11.2
40 12.8

2,667
5,334
8,001
10,668
13,335
16,002
18,669
21,336

.30
A5
.60
.75
.90

FY 14-15 Groundwater Basin
Production Estimate (afy)

Total Water Demands (5 yr. Avg. + Annexations)

440,000

Reclamation (Title 22)

17,000

Net Total Water Demands

423,000

72% x 423,000

304,560

WQ projects pumping above BPP

22,000

Total Estimated Pumping (rounded)

327,000
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2/26/2014

End of Presentation

OCWD Groundwater Basin
Accumulated Overdraft
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2/26/2014

Commercial Paper Program

— $45 million capacity

— $28 million recently used to purchase La Palma
(Panattoni property)

— Very low interest rates

— Very flexible principle repayment

— Has been used in past to purchase blocks of water
— 25,000 af block = $15 million

— Repay beginning in FY15-16

Basin Management Actions

2 L3
Accumulated Overdraft Amount Basin Management Actions to Consider

0 to 100,000 af Increase BPP

100,000 to 300,000 af No change to BPP; purchase imported water to help
match basin recharge with expected pumping

300,000 to 350,000 af Purchase additional imported water if possible to
reduce overdraft and/or Reduce BPP

350,000 af and greater Purchase additional water and Reduce BPP
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2/26/2014

Savings by Producers - OCWD Purchasing
’  Untreated Full Service MWD Water

Savings to Region
B Well Power Cost

Cast of Treated MWD
Water

Cost of Untreated MWD
Water

Untreated MWD Water Recharged Avoided Treated MWD Water
inta Basin

FY 14-15 Groundwater Basin
Production Estimate (afy)

Total Water Demands (5 Yr. Avg. + Annexations) 440,000

Reclamation (Title 22) 17,000

Net Total Water Demands 423,000

72% x 423,000 304,560

WQ projects pumping above BPP 22,000

Total Estimated Pumping (rounded) 327,000
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MUNICIPAL

WATER Item No. 2

DISTRICT

OF
ORANGE
COUNTY

ACTION ITEM
March 3, 2014

TO: Board of Directors

FROM: Planning & Operations Committee
(Directors Osborne, Barbre, Hinman)

Robert Hunter Staff Contact: Harvey De La Torre
General Manager

SUBJECT: Approval of Irvine Ranch Water District’s (IRWD) Strand Ranch Water

Banking Program Wheeling Agreement between IRWD, MWDOC and
Metropolitan Water District of Southern California (MWD)

STAFF RECOMMENDATION

Staff recommends the Board of Directors to authorize the MWDOC General Manager to
execute the Wheeling Agreement between IRWD, MWDOC and MWD for conveyance of
1,000 AF water, subject to final review and approval of legal counsel.

COMMITTEE RECOMMENDATION

Committee recommends (To be determined at Committee Meeting)

Background

In 2009, Irvine Ranch Water District (IRWD) entered into a 30-year water banking and
exchange agreement with the Rosedale-Rio Bravo Water Storage District (Rosedale) for the
development of a water banking project on IRWD property in Kern County known as “Strand
Ranch” located west of Bakersfield. A year later, IRWD entered into a 28-year water
exchange agreement with Buena Vista Water Storage District (Buena Vista) to allow
exchanges of Pre-1914 Kern River water on a 2-for-1 basis (also referred to as an
“‘unbalanced exchanged”). Together these two projects have up to 50,000 AF of storage
capacity. Its recharge as well as recovery capacity can reach up to 17,500 AF per year.

Budgeted (Y/N): Budgeted amount: Core __ Choice ___

Action item amount: Line item:

Fiscal Impact (explain if unbudgeted):
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Page 2

IRWD’s objective of its banking projects is to secure surplus water supplies during wet
periods to be delivered during dry-years. They can accomplish this through “unbalanced
exchanges of Table A water” with State Water Project Contractors (Central Coast Water
Authority, Antelope Valley-East Kern Water Agency, and Dudley Ridge Water District); and
also by securing local water through Kern River flood flows. IRWD retains 20% of the Kern
River Flood flows via Rosedale and 50% of the Kern River High Flow “pre-1914” water via
an unbalanced exchange with Buena Vista. They currently have about 22,000 AF of water
stored in their water bank.

In April 2011, IRWD, MWDOC and MWD entered into a Coordinated Operating, Water
Storage, Exchange and Delivery Agreement (Coordinated Agreement) to facilitate, manage
and coordinate the use and delivery of SWP water secured by IRWD. This agreement
allows IRWD to make use of SWP water secured by IRWD in its service area through
exchanges with MWD. Under the terms of the Coordinated Agreement and the State Water
Project Contract, MWD must consent to IRWD securing SWP water that is intended to be
delivered into IRWD’s service area.

However, as it relates to Non-SWP water, such as high-flow Kern River water and other
exportable supplies, the Coordinated Agreement does not facilitate these types of deliveries
to IRWD’s service area. A “Wheeling Agreement” consistent with MWD’s administrative
code and wheeling policies with MWD need to be entered into for the use of MWD’s
transportation system to deliver Non-SWP water.

The wheeling service rate by MWD includes the System Access Rate, Water Stewardship
Rate, and Treatment Surcharge (if request). They must also pay MWD for the actual cost
(not system average) of power service utilized for delivery of the wheeled water. Altogether,
the total wheeling service rate with treatment is currently $789/AF. There is also a MWD
administrative fee of not less than $5,000 per transaction. Wheeling transactions can be
implemented for a period of up to one year subject to MWD General Manager's
determination of available system capacity. Therefore, such wheeling agreements do not
need MWD Board approval.

As it relates to MWDOC rates and charges, according to MWDOC's Rate Resolution,
Section 10, there are also two additional charges MWDOC will assess to a member agency
wheeling or transferring water through MET into the MWDOC service area: (1) a “One-
Time” administrative charge, based on actual time spent to account for staff and legal
counsel time to prepare and review the establishment of the wheeling agreement with
MWDOC and MWD (not to exceed $20,000); and (2) an “Annual Charge”, based on actual
staff time spent on accounting and administrating at the time the water is wheeled (not to
exceed $5,000). MWDOC staff and legal counsel are currently tracking the time spent in
accordance with the Board policy.

Last May, MWDOC staff reported to the MWDOC Planning and Operation Committee that
IRWD, MWDOC, and MWD was working on a draft Wheeling Agreement to recover and
deliver a 1,000 AF of pre-1914 Kern River water from IRWD’s Strand Ranch banking project
to ensure that all of the necessary agreements and arrangements are in place and working
properly with MWD and MWDOC for IRWD to make use of Non-SWP water recovered from
Strand Ranch and “wheel” into its service area.
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Page 3

Since then staff and legal counsel have reviewed and provided comments on the attached
draft wheeling agreement related to the delivery and payments for 1,000 AF of recovered
Non-SWP water for IRWD’s service area. The draft agreement is attached for MWDOC’s
Board review and approval, subject to review and approval of any final changes by
MWDOC'’s legal counsel. It should be noted that the movement of this water in this
instance is “deemed” a pilot program to “test” the system. Normally, water would only be
moved into the IRWD service area during the time of a water allocation plan. Water
developed via this plan is termed “extraordinary supplies” in accordance with the MET
agreement. The current program limits IRWD to the use of the wheeled water to their
service area. It is our hope that a future program can be considered to potentially allow
others in the county to participate.

Due to the fact that MWD will require such an agreement for every transaction of Non-SWP,
it is the intent of IRWD that this attached agreement will serve as a template for future
‘wheeling” transactions.

Attachment “A” — IRWD’s Draft Agreement for Conveyance of Water Between the
Metropolitan Water District of Southern California, Municipal
Water District of Orange County, and Irvine Ranch Water District
(Draft version 2/25/2014)
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2/25/14 DRAFT
AGREEMENT NO. __

AGREEMENT FOR CONVEYANCE OF WATER
BETWEEN

THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA,

MUNICIPAL WATER DISTRICT OF ORANGE COUNTY
AND

IRVINE RANCH WATER DISTRICT

DATED ASOF _,2014

55396.00001\8624897.1
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AGREEMENT FOR CONVEYANCE OF WATER BETWEEN
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA,
MUNICIPAL WATER DISTRICT OF ORANGE COUNTY
AND IRVINE RANCH WATER DISTRICT

THISAGREEMENT FOR CONVEYANCE OF WATER (“Agreement”) is made and
entered into as of , by and between The Metropolitan Water District of

Southern California, the Municipal Water District of Orange County and the Irvine Ranch Water
District. Metropolitan, MWDOC, and IRWD are sometimes referred to collectively asthe
“Parties’” and each, individually, asa*Party.” Capitalized terms used herein and not otherwise
defined shall have the meanings given such terms pursuant to Paragraph 1.1.

RECITALS

A. IRWD isaCaliforniawater district formed and existing under the California
Water District Law, Sections 34000 et seq. of the California Water Code, for the purpose of
providing water services and certain other services. IRWD’ s powers and purposes include the
acquisition within or outside the district in the State of California of all necessary property or
rightsin property necessary or proper for the production, storage, transmission and distribution
of water for irrigation, domestic, industrial and municipal purposes and the power to contract
with one or more public agencies in carrying out any of its powers.

B. Metropolitan is a public agency of the State of Californiaincorporated under the
Metropolitan Water District Act, Stats. 1969, ch. 209, as amended, codified at Section 109.1 et
seg. of Appendix to the California Water Code, engaged in transporting, storing and distributing
water in the counties of Los Angeles, Orange, Riverside, San Bernardino, San Diego and
Ventura, within the State of California.

C. MWDOC isamunicipa water district formed and existing under the California
Water District Law, Sections 71000 et seq. of the California Water Code, for purposes that
include providing its member agenciesin Orange County with a safe, reliable and sufficient
supply of imported water.

D. MWDOC is amember agency of Metropolitan.

E. IRWD iswithin the service areas of Metropolitan and MWDOC and is a member

55396.00001\8624897.1 1
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agency of MWDOC.

F. IRWD has entered into an agreement with the Rosedale-Rio Bravo Water Storage
Digtrict for the development and operation of the Integrated Banking Project, a water banking
project consisting of recharge, storage and recovery facilities that are located on IRWD property
in Kern County known as “ Strand Ranch” and on other property and integrated into RRBWSD’s
water banking program, thereby allowing for the use of such recharge, storage and recovery
facilities, together with available RRBWSD facilities, to provide IRWD with a means for
acquiring, including through exchange, and regulating, through basin storage, water suppliesto
help meet its dry year and other water requirements. IRWD hasin storage in its account in the
Integrated Banking Project high-flow Kern River water that was previously acquired under an
agreement with Buena Vista Water Storage District dated as of January 1, 2011, and that is
exportable pursuant to pre-1914 water rights. IRWD desires to recover the quantity of
approximately 1,000 acre-feet of such water and have Metropolitan convey (wheel) these
recovered suppliesto Metropolitan’s service area, pursuant to the provisions of Section 4405 of
Metropolitan’s Administrative Code governing Wheeling Service. The administrative fee
required by Code Section 4405(b) has been paid.

G. To recover water from its Integrated Banking Project for usein IRWD, IRWD
must obtain the use of Metropolitan’s water transportation system to wheel the water pursuant to
the California Water Code provisions dealing with wheeling, Metropolitan’s Administrative
Code and Metropolitan’s wheeling policiesin effect at the time the water is wheeled.

H. RRBWSD, as |lead agency, prepared the “ Strand Ranch Integrated Banking
Project - Final Environment Impact Report,” dated May 2008 (SCH #2007041080). IRWD, asa
responsible agency, adopted said environmental impact report on May 27, 2008. RRBWSD also
prepared Addendum No. 1 to the environmental impact report, which evaluated the impacts of
proposed modifications to the project description and found the modifications would not change
the conclusions of the previously-certified EIR. Such environmental documentation for the
Integrated Banking Project evaluated the sources of water for banking in the Integrated Banking
Project, such as high-flow Kern River water and other exportable supplies, and the recovery and
delivery of the banked water for use in IRWD’s service area. BVWSD, as lead agency with
respect to its Water Management Program, including the BVWSD Water Exchange Project
pursuant to which IRWD acquired the Recovered Water, certified a Final Environmental I mpact

55396.00001\8624897.1 2
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Report on January 12, 2010.

l. MWDOC iswilling and able to provide administrative services to assist with
payment, crediting and other tracking as provided herein for water delivered by means of this
Agreement. Thisincludes the transfer and pass through of water deliveries and financial
considerations between IRWD and Metropolitan relative to the rights and obligations set forth in

this Agreement.

AGREEMENT

NOW, THEREFORE, in consideration of the foregoing recitals and the representations,
warranties, covenants and agreements contained in this Agreement and for other good and
valuable consideration, the receipt and sufficiency of which the Parties hereby acknowledge, the

Parties hereby agree to the following terms and conditions of this Agreement.

l.
DEFINITIONSAND RULES OF CONSTRUCTION

1.1  Definitions. Asused in this Agreement, these terms, including any grammatical
variations thereof, have the following meanings:

“Administrative Code” means the Metropolitan Water District Administrative
Code.

“Banking Agreement” means the Agreement between RRBWSD and IRWD
dated as of January 13, 2009, together with such amendments, supplements and exhibits
thereto.

“BVWSD” meansthe Buena Vista Water Storage District.

“Delivery” means delivery of Recovered Water by Metropolitan to IRWD at
IRWD Delivery Point(s) taking place at the rate determined by Metropolitan pursuant to
Paragraph 2.2(b).

“Delivery Procedures’ means the procedures described in this Agreement, the
terms and conditions of the Administrative Code and customary practices relating to the
delivery of Metropolitan Water at the IRWD Delivery Points.

“DWR” means the Department of Water Resources of the State of California, or

its successor agency.

55396.00001\8624897.1 3
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“DWR Delivery Agreement” means the agreement(s) referred to in Paragraph
2.2(a).

“Effective Date” means the date identified in the preamble clause of this
Aqgreement.

“Extraordinary Supply” means a supply qualifying as an extraordinary supply
under the Water Supply Allocation Plan.

“Integrated Banking Project” means the project described in the Banking
Agreement and such other banking assets or components or interests as IRWD may
determine to operate in conjunction with the Strand Ranch recharge, storage and recovery
facilities.

“IRWD” means the Irvine Ranch Water District, the public agency referred to in
Recital A.

“IRWD Delivery Point” means any of the Metropolitan and MWDOC service
connections known as CM-01A and OC-7 (from the Orange County Feeder); CM-10,
CM-12, OC-38, OC-39, OC-58 and OC-63 (from East Orange County Feeder No. 2);
OC-68, OC-70 (through East Orange County Water District), OC-71, OC-72, OC73/73A,
OC-74, OC-75, OC-83, OC-84 and OC-87 (from the Allen-McColloch Pipeline), OC-
13/13A and OC-33/33A (from the Baker Pipeline) and any other Metropolitan service
connection selected and operated in accordance with applicable operating rules and
protocols in effect from time to time with respect to such pipelines, and any Metropolitan
service connection used for delivery to any IRWD local storage reservoir or any other
storage facility or capacity in which IRWD has a contractual or other legal right to store
water.

“Metropolitan” means The Metropolitan Water District of Southern California,
the public agency referred to in Recital B.

“Metropolitan Water” means water owned by Metropolitan and delivered to
Metropolitan’s member public agencies in accordance with the terms and conditions of
the Administrative Code and customary practices; provided, “Metropolitan Water” shall
not mean Recovered Water under this Agreement.

“MWDOC” means the Municipal Water District of Orange County, the public
agency referred to in Recital C.

55396.00001\8624897.1 4
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“Recovered Water” means the water to be wheeled, referred to in Recital F, up to
atotal of 1,000 acre-feet.

“RRBWSD” means the Rosedale-Rio Bravo Water Storage District, or if
applicable, other Bank Operator.

“SWP’ means the State Water Project.

“SWP Contract” means the “ Contract for a Water Supply” between Metropolitan
and DWR dated November 4, 1960 as subsequently amended.

“Termination Date” means the one year anniversary of the Effective Date.

“Water Supply Allocation Plan” means Metropolitan’s Water Supply Allocation
Plan and exhibits thereto, as originally adopted by Metropolitan on February 12, 2008
and as amended from time to time or any equivalent plan that may be adopted by
Metropolitan as a replacement thereof.

“Wheeling Service” means the services subject to Section 4405 of the
Administrative Code.

1.2 Rules of Construction.

@ Unless the context clearly requires otherwise:

(1) Each of the plural and singular forms includes the other;
@i)  “Shal,” will,” “must,” and “agrees’ are each mandatory;
@iii)  “May” ispermissive;

(iv)  “Or” isnot exclusive;

(v) “Includes’ and “including” are not limiting;

(vi)  “Between” includes the ends of the identified range.

(b) Headings in the beginning of Articles, Paragraphs and subparagraphs are
solely for the convenience of the Parties, are not a part of this Agreement and shall not be
used in construing it.

(© The masculine gender shall include the feminine and neuter genders and
vice versa.

(d) The word “person” shall include individual, partnership, corporation,
limited liability company, business trust, joint stock company, trust, unincorporated

association, joint venture, governmental authority, water district and other entity of

55396.00001\8624897.1 5
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whatever nature, except either Metropolitan, MWDOC or IRWD or an officer or
employee of any of them.

(e Reference to any agreement (including this Agreement), document or
instrument means such agreement, document or instrument as amended or modified and
in effect from time to time in accordance with the terms thereof and, if applicable, the
terms thereof.

()] Except as specifically provided herein, reference to any law, statute,
regulation or the like means such law as amended, modified, codified or reenacted, in
whole or in part, and in effect from time to time, including any rules and regulations
promulgated thereunder.

I
DELIVERY OF THE RECOVERED WATER
21  Metropolitan Consent. Metropolitan consents to this AGREEMENT under
Article X1, 89(a) of the California Constitution.

2.2  Délivery. Metropolitan will coordinate the conveyance and Delivery of
Recovered Water, including entering into any necessary agreements with DWR (“DWR Delivery
Agreement”) and this Agreement.

@ Metropolitan Acceptance and Delivery. Metropolitan will cooperate with

MWDOC and IRWD in arranging for conveyance of the Recovered Water, using
IRWD’s or RRBWSD's or other available capacity in the Cross Valley Canal conveyance
facilities and through the California Aqueduct, including coordination of operational
exchanges and the preparation of the DWR Delivery Agreement with DWR and other
agencies as necessary. Metropolitan will convey the Recovered Water from Tupman
Turnout Reach 13B and Deliver it to the IRWD Delivery Point designated by MWDOC
and IRWD or in the absence of such a designation, any IRWD Delivery Point(s).
Metropolitan will not be required to accept any Recovered Water that does not meet
DWR’ s requirements, including any water quality requirements for pump-in to the
California Aqueduct.

(b) Delivery Rate. The Delivery of Recovered Water will take place at the
lesser of (i) the same rate as such water is delivered from the Integrated Banking Project

55396.00001\8624897.1 6
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or (ii) the same rate it moves through Metropolitan’s system, subject to availability of
capacity in Metropolitan’s system above that required to convey Metropolitan Water,
subject to IRWD’ s actual capability to accept the Recovered Water based on its then
existing demands and available storage. If Metropolitan shall determine, in its sole
discretion, that the quantity of the Recovered Water is an amount that will not have a
material impact on the delivery capacity of Metropolitan’s system, the limitation of
clause (i) of the preceding sentence shall not apply. If Metropolitan has not made such a
determination, Metropolitan will promptly advise IRWD in advance if Metropolitan
reasonably anticipates that there will be insufficient capacity in its system for delivery of
the Recovered Water. If Metropolitan shall determine, in its sole discretion, that the
guantity of the Recovered Water is an amount that will not have a material impact on the
delivery capacity of Metropolitan’s system, the recovery and delivery may be scheduled
for times and amounts mutually agreed upon by Metropolitan and IRWD so as to be
completed by the Termination Date.

(© Delivery Practices. Metropolitan will use best efforts consistent with its

historic Delivery Procedures to beneficially use and avoid loss through spill of the full
amount of the Recovered Water.
(d) Acceptance of Delivery. IRWD shall accept the Recovered Water when

delivered by Metropolitan as provided in clause (b) of this Paragraph. Metropolitan shall
have no obligation to Deliver any Recovered Water to IRWD that IRWD does not or
cannot accept as required by this Paragraph.

(e) Use Within Service Area. The Recovered Water must be used within
IRWD’s service areaand IRWD may not sell, lease, or transfer Recovered Water for use

outside of IRWD’ s service area without MWDOC'’ s prior written consent.

2.3  Independent Local Supply. Irrespective of any Metropolitan pricing tier which

may be in effect, Delivery of Recovered Water shall not be counted as water delivered by

Metropolitan for purposes of aggregating the total of Metropolitan water delivered to MWDOC

under apricing tier.

24 Extraordinary Supply; Water Supply Allocation Plan. If the Recovered Water is

delivered to aqualified extraordinary supply program, a consumptive use of that water shall not

be deemed to occur until such water is withdrawn from the extraordinary supply program. .

55396.00001\8624897.1 7
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25 MWDOC To Pass Through Extraordinary Supply Benefits. MWDOC shall pass
through to IRWD the applications of Extraordinary Supply under Paragraph 2.4, without

alteration or limitation, except for any retail impact adjustments and adjustments for
conservation hardening credits relating to Extraordinary Supply that are generally applicable and
computed in amanner consistent with such adjustments applied to Extraordinary Supply of other
MWDOC member agencies, pursuant to the Water Supply Allocation Plan and any MWDOC
water supply allocation plan as amended from time to time. Delivery of Recovered Water under
this Agreement is considered a pilot project and will not be deemed to result in a consumptive
use of any Recovered Water for Extraordinary Supply program purposes.

26  MWDOC Participation. Whenever this Agreement refers to a transaction that

requires the execution of a document, to the extent such document is legally required to be
executed by a Metropolitan member agency in addition to or on behalf of IRWD, each such
reference shall be deemed to refer to MWDOC acting jointly with IRWD or MWDOC acting on
behalf of IRWD or for IRWD’s account, and MWDOC agrees to be a named participant in such
atransaction on behalf of or in addition to IRWD and to cooperate with Metropolitan and IRWD
in processing any documentation in good faith and in atimely fashion so as to accomplish the

purposes of this Agreement.

Il
PAYMENTS FOR WATER DELIVERED TO IRWD

31 MWDOC Payment. Metropolitan shall pay to DWR al DWR-related
costs to move the Recovered Water to Metropolitan’s service area, subject to the reimbursement
specified in this Paragraph 3.1 and Paragraphs 3.2 and 3.3. MWDOC shall pay Metropolitan
wheeling charges determined according to Section 4405 of the Code for each acre foot of
Recovered Water wheeled by Metropolitan. These chargesinclude: the System Access Rate, the
Water Stewardship Rate, and the Treatment Surcharge, if applicable. All water delivered
through treated-water IRWD Delivery Points will bear the Treatment Surcharge. In addition,

MWDOC will pay the actual costs of power incurred by Metropolitan to convey the Recovered
Water inthe California Aqueduct from Tupman Turnout Reach 13B to IRWD Delivery Points.
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MWDOC aso will reimburse Metropolitan for any additional administrative or other charges
imposed by DWR on Metropolitan to convey the Recovered Water. The wheeling charges and
power costs will be those in effect at the time the water is Delivered and will be billed and paid
in the same manner as the volumetric rate charged by Metropolitan for provision of Metropolitan
Weter.

3.2 |RWD Payment. IRWD shall pay MWDOC the costs paid by MWDOC to
Metropolitan for each acre-foot of Delivery of Recovered Water, plus MWDOC'’s current or

future customary charges used to recover administrative costs incurred by MWDOC in
connection with delivering water to its member agencies, consistent with current MWDOC
Resolutions and Ordinances.

3.3  Recovery Costs. IRWD shall pay the applicable costs charged by RRBWSD

pursuant to the Banking Agreement for recovery of the Recovered Water, including and

administrative charges as specified therein. IRWD shall also pay any applicable costs charged
by the Kern County Water Agency.

34  Metropolitan and MWDOC Invoicing and Payment. Metropolitan shall submit
monthly invoices to MWDOC in accordance with the Administrative Code, and MWDOC shall

make monthly payments of amounts due pursuant to Paragraph 3.1 in accordance with the
Administrative Code. Initsinvoicing to MWDOC for deliveries of water, Metropolitan shall
separately identify any quantities of delivered water constituting Delivery of Recovered Water,
determined as provided in Paragraph 2.2(@). MWDOC shall submit monthly invoicesto IRWD
in accordance with its generally applicable invoicing procedures, and IRWD shall make monthly
payments of amounts due pursuant to Paragraph 3.2 in accordance with MWDOC' s generally-
applicable procedures. Initsinvoicing to IRWD for water deliveries, MWDOC shall separately
identify any quantities of delivered water constituting Delivery of Recovered Water, as indicated
on Metropolitan’sinvoice. MWDOC shall pass through the charges paid to Metropolitan
pursuant to Paragraph 3.1, as indicated on Metropolitan’s invoice, and shall not increase such
rates or assess any additional charges except for the applicable MWDOC administrative charges
specified in Paragraph 3.2.

3.5  Applicable Procedures. Unless otherwise provided for in this Agreement, all

Metropolitan invoicing, billing and crediting processes shall be in accordance with generally
applicable rules and regulations established from time to time by Metropolitan as reflected in the
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Administrative Code, and al MWDOC invoicing, billing and crediting processes shall bein
accordance with the generally applicable rules and regulations established from time to time by
MWDOC. IRWD and MWDOC agree to develop mutually acceptable invoicing and
reconciliation procedures that will govern in the event IRWD is receiving both Recovered Water
and Metropolitan Water and/or water from other sources during the same invoicing period,
which procedures shall preserve the intended economic, extraordinary supply, allocation and
other consequence to IRWD of the differing treatment and characterization of such multiple

deliveries.

AY
TERM

4.1  Commencement and Expiration. This Agreement shall become effective on the

Effective Date and shall expire on the Termination Date, subject to Paragraph 4.4.

4.2  Early Termination. This Agreement may be terminated with the mutual written

agreement of the Parties.

4.3  Force Majeure. If the performance, in whole or in part, of the obligations of the
respective Parties, or any of them, to make any Delivery of Recovered Water under this
Agreement is prevented by acts or failures to act of DWR or any agency, court or other
government authority (other than the Parties), or any other person; by natural disaster (such as
earthquake, fire, drought or flood), contamination or outbreak of a water borne disease, war,
strike, lockout, act of God, act of civil or military authority; by the operation of applicable law;
or by any other cause beyond the control of the affected Party or Parties, whether similar to the
causes specified herein or not, then, in any such circumstances, the obligation of the affected
Party or Parties to make such Delivery of Recovered Water under this Agreement shall be
suspended from the time and to the extent that the performance thereof is prevented, but
reasonabl e diligence shall be observed by the affected Party or Parties, so far asit liesin their
power, in performing such respective obligations in whole or in part under this Agreement. In
the event such performance of any of the Parties under this Agreement is prevented as described
above, then during the period of such prevention, performance by the non-affected Party under
this Agreement shall be excused until such prevention ceases, at which time all the Parties shall
become obligated to resume and continue performance of their respective obligations hereunder
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during the term of this Agreement. Notwithstanding the foregoing, no such prevention shall
suspend or otherwise affect any payment obligations for Delivery of Recovered Water actually
completed or any obligation of any Party to indemnify the other Parties pursuant to Paragraph
5.4, or shall extend the term of this Agreement beyond the Termination Date.

44  Survival. Notwithstanding the foregoing or anything to the contrary in this
Agreement, the treatment and characterization of any Recovered Water actually delivered to
Metropolitan as specified in Paragraphs 2.2(a), 2.3, 2.4 and 2.5, any outstanding payment
obligation under Article Il1, and the provisionsin Paragraph 2.6. and Article V shall survive the
expiration or termination of this Agreement until the Parties have fully performed their
obligations under this Agreement.

\Y
ADDITIONAL COVENANTSAND CONDITIONS
51  Applicable Laws. This Agreement and the actions described herein are

contingent upon and subject to compliance with all applicable laws. This Agreement shall be
governed by and construed in accordance with the laws of the State of California, without giving
effect to conflict of laws provisions.

5.2  Wheeling Service. Wheeling Service under this Agreement is subject to the

applicable provisions of the Administrative Code. Notwithstanding anything in this Agreement
to the contrary, express or implied, Metropolitan shall have the right to amend the Administrative
Code at its sole discretion, except that, for purposes of this Agreement, no such amendment shall
result in amaterially adverse change or modification of IRWD’ srights to obtain Delivery of
Recovered Water from the Integrated Banking Project, or the obligations of Metropolitan
hereunder, or be binding on IRWD unless such effect isfirst approved by the Board of Directors
of IRWD.

5.3  No Effect On Service Connection Agreements. Nothing herein shall ater, amend,

or supersede any term or provision of the IRWD service connection agreements.
54  Indemnification.
@ Metropolitan shall indemnify IRWD and MWDOC pursuant to Section
4502 of the Administrative Code against liability in connection with Metropolitan’s

Delivery of Recovered Water to the same extent asis required with respect to water
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supplied by Metropolitan to a member public agency. Such indemnification shall bein
addition to any indemnification rights available under applicable law and to any other
remedy provided under this Agreement. Notwithstanding anything to the contrary in
Section 4502 of the Administrative Code, Metropolitan’s obligations pursuant to Section
4502 of the Administrative Code and this Paragraph 5.4(a) shall not be deemed to apply
prior to the point where Metropolitan’s control of the delivery of Recovered Water
commences under Paragraph 2.2(a) except to the extent of any claims caused by
Metropolitan’s negligence or willful misconduct.

(b) IRWD shall indemnify Metropolitan and MWDOC pursuant to Section
4502 of the Administrative Code against liability in connection with acts of IRWD prior
to IRWD’s delivery of Recovered Water to Metropolitan at Tupman Turnout Reach 13B
and after Metropolitan’s Delivery of Recovered Water to the same extent asis required
with respect to water supplied by Metropolitan to a member public agency. Such
indemnification shall be in addition to any indemnification rights available under
applicable law and to any other remedy provided under this Agreement. In addition to
the liability indemnification provisions of the preceding sentence, IRWD shall defend,
indemnify and hold harmless Metropolitan and MWDOC against claims and liabilities
that arise from implementation of this Agreement, including liabilities arising from
obligations to DWR assumed by Metropolitan, prior to the point where Metropolitan’s
control of the delivery of Recovered Water commences under Paragraph 2.2(a) except to
the extent of any claims caused by Metropolitan’s negligence or willful misconduct.

(c) MWDOC shall indemnify Metropolitan pursuant to Section 4502 of the
Administrative Code against liability in connection with acts of MWDOC after
Metropolitan’s Delivery of Recovered Water to the same extent as is required with
respect to water supplied by Metropolitan to a member public agency. Such
indemnification shall be in addition to any indemnification rights available under
applicable law and to any other remedy provided under this Agreement.

(d) Notwithstanding anything in this Agreement to the contrary, each Party
agrees to proceed with reasonable diligence and use reasonable good faith effortsto
jointly defend any lawsuit or administrative proceeding by any person other than the
Parties challenging the legality, validity or enforceability of this Agreement.
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5.5  No Third-Party Rights. This Agreement is made solely for the benefit of the

Parties and their respective permitted successors and assigns (if any). Except for such a
permitted successor or assign, no other person or entity may have or acquire any right by virtue
of this Agreement.

5.6  Ambiqguities. Each Party and its counsel have participated fully in the drafting,
review and revision of this Agreement. No rule of construction to the effect that ambiguities are
to be resolved against the drafting Party shall be applied in the interpretation of this Agreement
or any amendments or modifications thereof.

5.7  Entire Agreement. This Agreement constitutes the final, complete and exclusive

statement of the terms of the agreement among the Parties pertaining to the conveyance of the
Recovered Water and supersedes all prior and contemporaneous understandings or agreements of
the Parties related to the Recovered Water. No Party has been induced to enter into this
Agreement by, nor is any Party relying on, any representation or warranty outside those
expressly set forth in this Agreement.

5.8  Counterparts. This Agreement may be executed in two or more counterparts,
each of which, when executed and delivered, shall be an original and all of which together shall
constitute one instrument, with the same force and effect as though al signatures appeared on a
single document.

IN WITNESS WHEREOF, the Parties have executed this Agreement as of the date first

written above.

[signatureson following page]
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THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

Jeffrey Kightlinger
General Manager

APPROVED ASTO FORM:

MarciaL. Scully
General Counsel

By

TBD
Senior Deputy General Counsel

MUNICIPAL WATER DISTRICT OF ORANGE COUNTY

Karl Seckel
Acting General Manager

APPROVED ASTO FORM:
Best, Best & Krieger

By

IRVINE RANCH WATER DISTRICT

Paul Cook
General Manager

APPROVED ASTO FORM:
Bowie, Arneson, Wiles & Giannone

By

Joan C. Arneson
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