SEASIDE GROUNDWATER BASIN WATERMASTER
2600 Garden Road, Suite 228
Monterey, CA 93940
(831)641-0113

BUDGET / FINANCE COMMITTEE

MEETING NOTICE AND AGENDA

Committee Members

City of Seaside
Ray Corpus - Chair

California American Water
Director Craig Anthony

City of Sand City
Steve Matarazzo

Coastal Subarea Landowners
Director Paul Bruno

Staff Members

Dewey Evans,
Watermaster CEO

Laura Dadiw, Assistant to
the Watermaster CEO

The next Watermaster Budget / Finance Committee meeting will be held on
January 14, 2010 at 11:00 a.m. at the Seaside City Hall Conference Room.

The public may comment on any item within the committee’s jurisdiction.
Please limit comments to three minutes in length.

Teleconferencing is available for meeting participation. Contact the
Watermaster CEO, Dewey D. Evans, at (831) 641-0113 for conference call
connection information.

Action [tem:

1. Determine whether the full amount of the credit requested by California
American Water to offset Replenishment Assessment Fees for Water
Year 2008/2009 is to be recommended to the Watermaster Board of
Directors.

2. To discuss and determine what actions to recommend to the Watermaster
Board of Directors regarding the Superior Courts concerns on the 2009
Annual Report submitted on November 15, 2009 by the Watermaster.

If requested, the agenda and documents in the agenda packet shall be made
available in appropriate alternative formats to persons with a disability, as
required by Section 202 of the Americans with Disabilities Act of 1990 (42
U.S.C. Sec. 12132), and the federal rules and regulations adopted in
implementation thereof.
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Pacific Grove, CA 93950

waww.calamwater.com

May 2, 2008

Dewey Evans, Chief Executive
Seaside Basin Watermaster
2600 Garden Road, Suite 228
Monterey, CA 93340

Re: Response to Request for an Accounting of Expenditures
California American Has Made for Water Supply
Augmentation That it Contends Will Result in Replenishment
of the Seaside Groundwater Basin

Dear Mr. Evans:

This letter is to augment Mr. Tom Bunosky's letter of March 5, 2008 which, on
behalf of California American Water Company (CAW), requested credit toward the
replenishment assessment fees for costs incusred for the Coastal Water Project (CWP) as
authorized by the Decision in Case MM66343 issued March 27, 2006 as amended by
order filed February 9, 2007 (the Decision). CAW hereby revises that request to cover
costs incurred for the CWP that have already been reviewed, audited and approved by the
California Public Utilities Commission (CPUC). The CPUC only recently concluded its
approval process for costs incurred through 2006 in its Decision 08-01-007 issued January
10, 2008. The total approved costs for the CPUC through calendar year 2006 total
$12,305,924. CAW requests that amount be credited towards its outstanding
Replenishment Assessments. CAW has submitted its 2007 costs for the CWP to the
CPUC for review; a decision on those costs is expected by the end of 2008. Upon receipt
of that approval, CAW will request credit for the 2007 approved costs.

L
CAW'S OBLIGATIONS UNDER THE DECISION

CAW has an obligation to augment its water supply on a long-term and interim
basis. (Decision, Seclion |ll.M.1.) Subsection a provides:

"Long-Term Supplemental Water Supplies. California
American shail undertake all reasonable best efforts to
promptly and diligently pursue, and if necessary collaborate
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with other entities, to obtain and develop sufficient long-term
supplemental Water supplies to augment the Water supply
available for its service territory within Monterey County.” 1d. at
page 41.

CAW for many years has pursued a long-term water supply to replace and/or
supplement a major portion of its current water supply from the Carmel Valley Alluvial
Aquifer and, more recently, the Seaside Groundwater Basin ("Seaside Basin"” or "Basin").
CAW is regulated by the CPUC, which approves the rates that CAW charges its customers
to recover the investments in water supply, storage, treatment and distribution that CAW
makes on behalf of its customers. CAW must obtain CPUC permission before embarking
on any major water supply project and the CPUC monitors and approves the costs
incurred for such projects.

On July 14, 2005, CAW filed an application for a Certificate of Public Convenience
and Necessity (CPCN) with the CPUC (Application No. A.04-09-019) which sought
authority to evaluate the technical and environmental feasibility of the CWP, and then to
design, build and operate it. At the same time, CAW filed the Proponent's Environmental
Assessment (PEA) for the project required by the CPUC CEQA rules. Since then, the pilot
plant for the desalination facility has been constructed at Moss Landing Power Plant and is
now in operation. The CPUC is completing the Draft EIR for the CWP, which is scheduled
for public release by the end of 2008 and the Final EIR is scheduled for certification by the
CPUC in mid-2009.

The CWP is a combination of a desalination facility capable of producing up to 10
MGD of potable water plus an aquifer storage and recovery system (ASR) that can be
used to store water in the Seaside Basin from the Carmel Valley Alluvial Aquifer, the
desalination facility, or any other legai source. The CWP is projected to provide sufficient
water supply to allow CAW to come into compliance with State Water Resources Control
Board (SWRCB) Order 95-10 and to reduce CAW's withdrawals from the Seaside Basin to
its allocation of the Natural Safe Yield of the Basin. CAW has undertaken all reasonable
best efforts to promptly and diligently pursue the CWP.

i.
CAW'S COSTS INCURRED TO AUGMENT LONG-TERM WATER SUPPLY

The Decision set an assumed Natural Safe Yield for the Basin of 3000 acre feet per
year (afy) and provides a ramp-down schedule to gradually reduce allocations to Natural
Safe Yield. The overall goal of the Decision is to bring the Basin back into balance by a
combination of reducing withdrawals and "replenishing" the Basin with Non-Native Water.
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Standard Producers that exceed their share of the Natural Safe Yield for the water year
are assessed an amount per acre foot of production in excess of Natural Safe Yield based
upon the Watermaster's estimate of the cost of purchasing Non-Native Water. The
Replenishment Fund shall be used solely for replenishment of the Basin Groundwater
Supply with Non-Native Water. Decision, Section Ill.L.3.j.

The Decision recognizes that prior to the Decision, CAW was pursuing the CWP
and other means of augmenting its water supply and that, as the public water purveyor,
CAW has obligations imposed by various agencies and faces a number of challenges.
The Decision also recognizes the value to the Basin of CAW developing a new water
supply by providing that CAW can credit costs of water supply augmentation against its
Replenishment Assessment. Decision, Section I1l.M.1.d. The most recent Watermaster
Replenishment Fund Budget (Exhibit A) shows a Replenishment Assessment for CAW of
$1,641,004 for WY05/06. $2,673,004.11 for WY 06-07 and projected assessment of
3$5,867,830.50 for WY 07/08, for a total of $10,647,486.61. The CWP is intended to and
will augment CAW's long-term water supply. As set forth in detail below, the CPUC has
reviewed and approved the costs for the CWP through 2006 that will be recovered in rates
paid by CAW's customers.

lit.
CPUC APPROVAL OF CWP COSTS INCURRED BY CAW

As a regulated utility, CAW must obtain approval of all expenditures that are to be
recaptured through rates charged to customers. Along with its Application for CPCN, on
July 14, 2005, CAW also filed a request for interim rate relief to recover preconstruction
costs incurred for the CWP. The CPUC bifurcated the proceeding and set a schedule for a
hearing on the costs incurred through 2005. The final summary of requested costs
through 2005 is shown in Exhibit B.

The CPUC considered the costs in three general categories: engineering and
environmental costs; public outreach costs and project management costs.” Exhibit Cis a
detailed list of all invoices that supported the request for costs through 2005. The CPUC
issued its decision 06-12-040 on December 14, 2006, which found that CAW was
authorized to recover $1,353,831.00 in public outreach costs and $1,639,429.00 in other
costs incurred through 2005. It authorized the Division of Ratepayer Advocates (DRA) to
hire a consultant to review CAW's engineering and environmental costs. Thus, the

The CPUC reviews and approves costs on a calendar year basis, whereas the
Watermaster calculates Water Production and Replenishment Assessments on a Water
Year basis.

1
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decision on the reasonableness of engineering and environmental costs incurred through
2005 was deferred to allow DRA time to further review those costs. (D. 06-12-040, 2006
Cal. PUC LEXIS 422, ordering paragraph no. 9.)

In accordance with the CPUC's request, CAW submitted a report on March 31,
2007 on the reasonableness of its engineering and environmental preconstruction costs
through 2005, and all of its preconstruction costs for 2006. Exhibit D is CAW's summary of
2006 costs and Exhibit E lists the supporting invoices.

Subsequently, in Decision 08-01-007 issued January 10, 2008, the CPUC approved
a settlement between DRA and CAW that addressed CAW's engineering and
environmental costs through 2005 and CAW's preconstruction costs for 2006. The
settlement agreement authorized CAW to recover a total of $9,312,664.00 as
compensation in full for the 2005 engineering and environmental costs and all
preconstruction costs incurred during 2006. D.08-01-007 held that the Settlement
Agreement is reasonable, consistent with the law, and in the public interest. (2.08-01-007,
Conclusion of Law No. 2). It further ordered that CAW is authorized to recover $9,312,664
for its CWP preconstruction costs incurred through December 31, 2006.

To date, the CPUC has found preconstruction costs for the CWP incurred by CAW
in the total amount of $12,305,924 ($2,993,266 pursuant to D.06-12-040 plus $9,312,664
pursuant to D.08-01-007) to be reasonable and recoverable by means of a surcharge on
CAW customer’s bills. The surcharge was added to customer's bills beginning January 1,
2007. See D.08-01-007.

CAW'’s requested recovery and the CPUC authorized recovery are summarized as
follows:

Amount Requested By CAW Amount Approved by CPUC

Costs through 2005 $1,353,831 for public outreach

Total Request $8,663,334.44 $1,639,429 for project management
$5,670,073 for engineering
$8,663,333

Costs for 2006

Total Request $3,264,636 $3,642,5912

in D.08-01-007 the CPUC also awarded interest to compensate for the use of CAW's
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On April 10, 2008, CAW filed its application for an order authorizing recovery of ils
preconstruction costs for the CWP incurred during calendar year 2007, which is pending
before the CPUC. CAW requested a final decision on calendar year 2007 CWP costs by
year-end 2008 and that the CPUC set a schedule for continued annual review of the CWP
project costs, with the reasonableness report due March 31 of each year for the prior
calendar year, a report by DRA by June 30™, and a final decision by that year-end. For
example, for costs incurred in 2008, CAW would submit its reasonableness report by
March 31, 2009, DRA would submit its report on those costs by June 30, 2009 and the
CPUC would issue a final decision by year-end 2009.

CAW believes that it will save time and resources for all if the CPUC completes its
standard review, audit and approval of CWP costs before CAW submits its request to the
Watermaster to credit costs of the CWP against its Replenishment Assessment. CAW has
requested that the CPUC complete this process on an annual basis and believes that
CPUC will agree. This will give Watermaster the full benefit of the CPUC and the Division
of Ratepayer Advocates' expertise in auditing costs and determining whether they are
reasonable and necessary.

V.
REPLENISHMENT OF THE BASIN

CAW estimates that the CWP will be in full production in 2015. CAW's production
allocation is 77.55% of the Operating Yield of the Coastal Subarea and 45.13% of the
Operating Yield for Laguna Seca Subarea. Attached as Exhibit F is a table prepared by
the Monterey Peninsula Water Management District showing how the ramp-down of
Operating Yield will affect CAW’s allocation. Beginning October 1, 2015, CAW's allocation
of the Coastal Subarea will be 2,251 afy and its allocation of the Laguna Seca subarea will
be 48 afa for a total allocation of 2,299 afa. Beginning October 1, 2021, CAW's allocation
of the Coastal Subarea will reach its minimum of 1,494 afy, while its share of the Laguna
Seca Subarea will become zero effective October 1, 2018.% Reductions in CAW's
withdrawals from the Basin due to the construction of the CWP will lessen the amount by
which the annual groundwater production exceeds the Natural Safe Yield of the Basin.

The CWP includes the following facilities to provide replacement water for a portion
of CAW'’s current withdrawals from the Carmel Valley Aquifer and the Seaside Basin:

capital to fund the CWP. The $3,642,591 includes that interest.
* This is based upon an assumption that the Assumed Natural Safe Yield remains at
3.000 afy.
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° 10MGD desalination facility;

® Aquifer storage and recovery wells to be used for injection and
extraction ;
® Conveyance and transmission facilities, including Segunda pump

station expansion, pipelines, and siorage tanks.

These facilities will provide CAW a variety of options that will vastly improve the
reliability and redundancy of its water supply. The ASR wells and pump station will give
CAW the ability to inject excess water available from the Carmel Valley Alluvial Aquifer
(during the wet season) and/or water from the desalination facility or other Non-Native
water for storage in the Seaside Basin for later use during dry periods. |n addition, CAW
estimates that current conservation efforts and the effects of our proposed conservation
and General Rate Case filings might eventually result in a reduction of 2,000 afy compared
to 2005 consumption. It also will allow CAW to forbear from producing its full production
allocation of the Operating Yield from Seaside Basin. Beginning in 2015, when CAW's
allocation of the Operating Yield will be 2,299 afy, CAW will be able to reduce its
withdrawals from the Seaside Basin even further to CAW's final allocation of 1494 afy of
the Natural Safe Yield. According to the Decision, "Artificial Replenishment” includes
forbearance from exercising a Producer's full allocation. Decision, Section IIl.A.2. p.11.

The replenishment assessment documents produced by the Watermaster for 2006
and 2007 demonstrate that there are limited sources for replenishment water, which is not
a defined term in the Decision. Inferentially, replenishment water is Non-Native water as
well as Native water that stays in the Basin when a Producer agrees to refrain from
exercising its right to produce its full Production Allocations. See Decision, Section 11.A.2,
p. 11. According to Watermaster reports on calculation of Replenishment Assessment, the
potential sources of Non-Native water are limited and so far, there has been no Non-Native
Water available. The Watermaster has declared Non-Availability of Water for Artificial
Replenishment for Water Years 2007 and 2008. See Attachment 2 of Watermaster's 2007
Annual Report, .

Because CAW is and will continue to be the largest producer from the Seaside
Basin, the sooner CAW can implement a substitute long-term water supply, the better for
the Seaside Basin and the sooner it will recover. The Court recognized this by placing a
requirement on CAW to undertake all reasonable best efforts to promptly and diligently
pursue, and if necessary collaborate with other entities, to obtain and develop sufficient
iong-term supplemental water supplies to augment the water supply available for CAW's
service territory. CAW is diligently pursuing the CWP.
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It is evident that the CWP is capable of providing a replacement supply of sufficient
magnitude within a reasonable timeframe to decrease CAW'’s reliance on the Seaside
Basin as a substantial source of supply for its service territory. The CWP was underway
well before the Adjudication was tried and the Decision rendered in March 2006. The
Decision recognizes the value and critical need for a replacement water project by allowing
CAW a credit against any replenishment assessment of all expenditures CAW has made
for water supply augmentation that it contends has or will result in replenishment of the
Basin. Because CAW is the single largest Producer of water from the Seaside Basin,
providing a source of water that will allow CAW to reduce its withdrawals from the Basin
will contribute immensely to replenishment of the Basin. It will reverse the trend of
overdraft and allow Natural Replenishment of the Basin to get it back into equilibrium. In
addition, the CWP will produce water that can be purchased for Artificial Replenishment of
the Basin when available.

V.
CONCLUSION

The CPUC has already reviewed and approved $12,305,924 in costs incurred
through 2006 and will complete its review and approval of 2007 costs by the end of 2008.
CAW's customers are bearing the cost of the development of a sufficient long-term
supplemental water supply. They should be allowed the credit against the Replenishment
Assessment as requested.

Sincerely,,

T

< // A
David A. Berger g,)

Manager Coastal Water Projects

JSDcjb



Seaside Groundwater Basin Watermaster

Proposed Revised Replenishment Fund Budget
Fiscal Year 2008 (January 1. 2008 -
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Cousts Charged t2 CWP Through 2005
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Costs Charged to CWP Through 2005
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Casts Chasged o CWP Through 2005
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Summary of

CALIFORNIA AMERICAN \WWATER COMPANY
COASTAL WATER PROJECT
EXHIBIT ON EXPENSES

Line

Ho. ftain

Costs Charged 1o CWP in 2006

Yeondor

Enginvating & Enviranmemal
Corrzulting Dazal Plien & Pilet Plant
Consultng Enginvering PEA Proparation
Design Enqmesring

Ernonmental Canculung

Comparyy Utiley

Pilot Plant Parmit

Piewse Equipmant

Adjuzimant

Pilet Plamt

Subiotal Engineering
Excluded hom recovery

oAt R L N A SR

12 Final Subtoal
Legai

13 Logal Envitonmantal

14 Logal Water Rights

15 Lagal CPUC Mlaro=

15 Logal Land Uzo

17 Subtoral Legal

12 Excluded fom recovery

) Final Subtoat

Public Qutreach & Consulting

Conzulimg NGO Intarfacs

Consulting

Cancaling

Consulting

Conzuling Manasomant & Strateqay

Conzuling Putdic Outsach and Govemmant Affaxs
Contultng

F3 R B2 11D 10 20 15
100 th b O = O

Subtoial Public Ouueach

& Exciuded fomrecovery
2% Final Subtozal
CAW Labot, Overhead and Misceollancous Expense
30 Company Labar & Dvgrhaad
3t Employeo Peard Evpanges
3z Utilay Plant Overhead
13 AWWSC Chasges
34 Subrotal Labor, Expense, Miscellaneous
15 Exclyded from recovery
3% Final Subtotal
Riscellaneocus Charges
17 Pornimng
38 Hearing Freparaton en Rate Recovery
I Company Tax
40 Subtotal Miscellaneous Charges
41 Exciuded from recovery
32 Flnal Subioral
43 GRAND TOTAL BEFORE EXCLUSION
44 GRAND TOTAL EXCLUDED
GRAND TOTAL INTEREST
45 GRAND TOTAL REQUESTED

Amaiwan Yater Pridasa LLC
RBF Censulting

ASR Sy sams, LLC
Frobe. Joffrey B.

w Gas & Electic
Aongray County Buildiey and Plarming
Pracosc Equipmont Co
vk Enorgy
Vddlam Scotzaman vz

32645 24
1.967.371.13
Qo

1,867, 371.13

Allen Lintkins Lech Gambde & Maflery LLP 7YV 18374

Somadch. Simmon 550,09

A37T 820,55

17141 49

3475485.71

aog

475.485,71

Enciay Rezoweas International 48 454 57

Direct Impact Markating 1 105 00

Oan Swvidac Communentons 1477659

Baob M 1AZLOo0AtGT 57.876.54

\ aman. Guithnor. Kisox, Elliot 1487221
ACabo & Co 55,00(

B350
198,842.86
-70,:72.2¢
128,670.65

GreenSuipe Media

307.514. 11
17.563.51
220,065 57
44.683.66
589.632.85
o000
589.632.85

152 4D
523777
Y269
6.302,46
Q200
6,302.46

North County Fra Disiret
M J Salutons e
20045 Sabeic Tax Accoum

A.237.635.01
17221

S7 4T ago
4 264636 60

-7

2w Bod A alow for tulditonal detalse

Please note that 1he Final Subtoials eflected above do not Include the speclitic casts fram vendars that Calilornia American \Water removed
from i1s recovery faquest. A summary of these vendors and assoctated costs are reflected below:

Note: Dollars shown abow- for each year reflkect amounts paid 1o vendor during tw year. Work associated with the dotlar anounis rmay have been
performed at an earljer dae (ie, a January 2006 invoice. pald in 2006, may be {or work cdone m December 2005).

Box A
Public Outreach Exclusions

1€ Public Outraach, Advaiizing Bob Maluen -300.00
47 Public Gutraach. Lobbyayg Mozzaman Gurabar Knoe Elsot 14872 21
$4 Public Qutiaach. Lokt McCabo & Co <55 0000
4% Subtotal Exclusions Supror! -reaTe o

EXHIIBT D

3
-i-
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Coastal Water Project 2006 Expendltures

General
Ledger Recovery of
Date ExplanationVendor  |Task Order Amouni Costs ASR Conveyance
Public Qutr2ach = —
12132005 |Das Simdsc Commuak gicas [N _ J— S— Cap _w.. O Masiar
&'28'2006 Das Siadec Commuak Ficas 9383 F r
10762005 Dan Tiadoc Commuax ooz 4 14237 T {Fraing ﬂﬂa}ui(—.ﬁitt‘ N
(AT TUin Gisadcc Commuae Mcis o 1Tt ol Momisrey FIFITTe A——— =y
47TaN 5.512.87 15.3C £.113.€7{ Pubiic Gatraath
Pubits Gutreach y >
1762008 Ucecilmpact Fadaing = P Idy Gacke decws oo
1062005 cedt mpazt Fakarng FHYie Gaghe Tacn
10300 | Dieel Impast Rakehny e — - — PTG Graghe Comgn, il
| 110500 2.00] 3.05 Public Outie ath —
Engin eling
TTAZ206 Duke Evigy ~ EhEATAY 0.9
Tora 10.00 Adjusttnzry
Uﬁ.mn Cutrzach. Consulting.
Ti3TeisJEnvigy Fettwes: [ramaieas ) T Temmuniy elihiony sad ettlicemanialcone ulalion ) N
FH oty relaiang aad i lianenial coni 1) Alen -
7 Locy N3C wdsts mestings, communly cutroazh planning
37 0ala ragasst rozponse  1am meal ey
3576 5 [Cemmuat, suroadch ccacul fica, Cand: Cemenica rozcarth and szt
Eromgy Pozturean [numacensd SAEI TS ;.on_a.ci: outrzadh svd eirtrcamact A eonidlalian, fe ¥ Dtofect plannina
T200E Enorgy oz iwrees [smmaicny = — = ET resivw o] Hain Henns Danzhuny and ez I Fsponzo o
A1V06 Enor nb\.uhov. Femsieay I plnnhg _
Enanp Rozz Hematicay EITE ‘mesinge wilow ol ol walsr supply molrk pregesals
Foegy 324 b [Lotd L0 (od¥o masihas, communiy calrod:h planning
100000 |Ensigy Mocziscan [maihy PR Publc < ulreanch and emirsomsnial cons ub dion
i TTh0e o1y Fiosiuices [Aeinal Tue dezdl poliy anabzis, arircomectal conzukalion
1S°702006  {Enomy Poccece: (ninaibnd Communly cdizach censul dea, copy winlna
48,454 57 11,085.7¢ 20885 E0(C onsinng. Econermls and Nengave inienial Ciganzailans
Environmental, Consuiting
(455006 2D5VES 543,3) mircamantad ¢ur gy
Toral 000 AL J.0[Censulting: Enviienmanal siudy
Fublic Guir T i
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March 5, 2008

Dewey D. Evans, N\ California

Chiel Execulive Officer Hﬁ American Water o
Scaside Basin Watermaster

2600 Garden Road, Suite 228

Monterey, CA 93940

RE: Credit Toward Replenishment Assessment
Dear Dewey,

California Amencan Water is requesting a credil toward the replenishment assessment
fees owed through December 31, 2007.

This credit claim is for the expendilures for the Coastal Water Project that we have
expended through December 31, 2007 1n the amount of $13.469,120.00. I'his project
once constructed will eliminate the need for California American Water to pump waler
abovu its natural safe vield amount and therefore, is classificd as replenishment water. A
complete detatled cost analysis is available for your inspection. Please mdicate what
information you would want to review. Currently, all the information resides in our Los
Angeles office.

California Amcrican Water is requesting this credit as per the Seaside Basin Adjudication
Decceision, Case No. M66343 which slates:

Credit Loward Replenisiunent Assessment;

Culifornia American’s expenditures for water supply augmentation may also
provide replenishment water for the Basin. Accordingly, on an annual basis,
California Americwi will provide the Watermasier with an accounting of all
expenditures it has made for water supply augmentation that it contends has or
will resulr in replenishiment of the Basin. The Watemaster shall review these
expenditures and if it concurs reduce California American’s Replenishment
Assessment obligation, for that year, by an amount equal to the amount claimed
by California American. To the extent that the Wuaiermaster rejects any of the
claimed amounts. it shall provide California American with an explanation for the
rejection and allow California American an opportunity to meet and confer on the
disputed amount. Inn the event that the Watermaster and California American
carmot agree, the waier may be referved to the Court through a request filed by
California American.

Plcasc contact me at (619) 409-7717 1f you require any additional mnformation.

SP?CB\CI};‘Y? s, -
| V£ A/g

I,

T()r]"}f.-"Bunosky
Vicé President ? eratigns
CC: Tim Miller
Craig Anthony 2,
Jay Bumnett



SEASIDE GROUNDWATER BASIN WATERMASTER
__RECONCILIATION TO CITY OF SEASIDE ACCOUNTING
I AS FISCAL AGENT FOR WATERMASTER

711106 - 12/31/09

Il ADMINISTRATIVE FUND
] . AdminQB |

Ordmary Income/Expense I

Income } - 1 1
| |Assessment - | 39559220
| |PRA processing fee —— - 15.40
|Total Income 395,607.60|

el DOPR_ — U EaUo
- B — -

| LegalServices "7 " 7000 "
| Outside Printing Service I o0l

| Conract Services T | TTT2M,32250 ]
| Department Consumables - | ~ 41,217.45

| Rent e s 000 |

Total Expense 7/1/06-12/31/09 - 312,539.975‘|;7
)

Restricted Reserve R 2500000 |
Cash Balance 12/31/09 N - I 58,067.65|

M&M Cap QB
Ordinary Income/Expense - o
Income - L |
Assessment ' 1,675,000.00
Transfer In from Operatlons Fund ‘ 44.199.00
thal Income B —— 1 1,119,199.00]
‘Dec 31, 2006 Total Expenses o ii 000}
| |Jun 30, 2007 Total Expenses | 2808854 |
\Jul 1 07 - Jan 12 09 Total Expenses - | 802,674 66|
|Jan 13 09 - Dec 31 09 Total Expenses ‘ 241,400.00 |

| Total Expense | 1,072,163.20] |

'Q‘rdinaryﬁlvhgog]/e]/E;(pengév B ~ N
Income o o o ]
Assessment ] | 1,835,319.84|
PRA processing fee - 0.00|
Total Income - | 1,835319.84

' -y == SR L

| [Dec 31, 2006 - Jun 30, 2007 Total Expenses Il 103 187. 29*

| |Jul 1, 2007-Jun 30, 2008 Total Expenses  $ 497}]]{1’70_ i
| |7/1/08 -12/31/09 Total Expenses | 707,788.80
Total Expense e | 1,308,793.19 |
b = = = =
7|, _— — A — .} = i~
Cash Balance 12/31/09 526,526.65

Page 1 of 1



RECONCILIATION TO CITY OF SEASIDE

SEASIDE GROUNDWATER BASIN WATERMASTER

ACCOUNTING

AS FISCAL AGENT FOR WATERMASTER

7/1106-11/30/09

AL RA )

Ordinary Income/Expense
Income

Assessment
| [PRA processing fee

| Total Income
i

Legal Services
Outside Printing Service

onract Services

Department Consumables
Rent
Total Expense 7/1/06-11/30/09

Restricted Reserve
Cash Balance 11I30/09

Admin QB

~ 15.40
— 395,607.60

|
i 000
" ——0.00]
— 262972500 ]

41,217.45
0.00
| 304,189.95| |

-25,000.00
66,417.65

lncome
| [Assessment

| IPRA | processmg fee
| Total Income

Dec 31, 2006 Total Expenses

| |Jun 30, 2007 Total Expenses
Jul 1 07 - Jan 12 09 Total Expenses

Jan 13 09 - Nov 30 09 Total Expenses
Total Expense
|

1,075,350.00| j
0.00
1,075,350.00| |

| 0.00 |

| 28,088.54

T 802,674.66

11,625.00]
— 842,388.20 |

Ordmary Income/Expense

Income o ] {

Assessment B - _ 1,835,319.84
]l - |

M‘wme — . _ __iemsioes |
!

&c 31, 2006 - Jun 30, 2007 Total Expenses 103, 187.29
dul 1, 2007-Jun 30, 2008 Total Expenses $  497,817.10 '
|7I1108 -11/30/09 Total Expenses 680,257.65

Total Expense

Cash Balance 11/30/09

1,281,262.04/
=— =%

554,057. 80\

Page 1 of 1



AGREEMENT

Watermaster and CAW agree as follows:

1. At the end of each Water Year, Watermaster shall determine the Replenishment
Assessments in accord with Section II1.L.3.j.iii of the Decision. Within 40 days of CAW's
receipt of Watermaster's notice of Replenishment Assessment against CAW for the preceding
Water Year, CAW shall provide Watermaster any claim for a Replenishment Credit pursuant to
Section IT1.M.1.d of the Decision. Such claim shall be based upon expenditures for a water
supply augmentation project (such as the Coastal Water Project and/or other projects that
produce water that can be used to replenish the Seaside Basin (hereinafter "Project(s)")) that
CAW contends has or will result in replenishment of the Basin.

2. Watermaster agrees that the Project will result in replenishment of the Basin, and
therefore:

(a) Watermaster hereby grants CAW's current request for a Replenishment Credit in the
amount of $12,305,924.00. Such Credit shall be immediately applied to CAW's Replenishment
Assessments for Fiscal 2006 (Water Year 05/06), Fiscal Year 2007 (Water Year 06/07) and
Fiscal Year 2008 (Water Year 07/08), which total $10,166,640, subject to the condition that,
upon completion and implementation of a water supply augmentation Project, CAW shall
provide Watermaster, at no cost to Watermaster, and on a schedule that is Feasible either
(1) water for Artificial Replenishment through direct replenishment and/or (2) cause in-lieu
replenishment of the Basin by forbearing to produce water to which CAW is entitled as CAW's
share of the Native Safe Yield, in an amount equal to CAW's total acre feet of Over-Production
for the Water Years 05-06, 06-07, and 07-08, which total is 6,390.1acre feet. Future CAW
requests for Replenishment Credit shall be granted subject to the same conditions set forth in this
Section 2 (a).

(b) In future Water years Watermaster shall address future requests by CAW for a
Replenishment Credit as follows:

i.  For years in which Watermaster declares that water for Artificial Replenishment
is not available, Watermaster shall grant CAW’s request for a Replenishment
Credit for that Water year, subject to CAW’s obligation to provide future
Artificial Replenishment as set forth in Section 2(a) herein.

ii.  For years in which Watermaster declares that water for Artificial Replenishment
is available from sources other than a CAW water supply augmentation Project,
Watermaster shall have the option of either: (1) requiring CAW to pay all or part
of CAW's Replenishment Assessment for that Water Year for the purpose of
providing Watermaster with funds to obtain Artificial Replenishment in sufficient
quantities to replenish that quantity of Over-Production for which CAW pays a
Replenishment Assessment; or (ii) granting CAW’s request for a Replenishment
Credit subject to CAW’s obligation to provide future Artificial Replenishment as
provided for in section 2(a) herein. . If Watermaster is unable to purchase
Replenishment Water equal to CAW's total Over-Production for that Water Year,

T07632.01/8D
C1144-029/10-30-08/sd/jsd
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the Watermaster shall grant CAW a Replenishment Credit for the balance of
CAW's Over-Production for that Water year, subject to CAW’s obligation to
provide future Artificial Replenishment as set forth in Section 2(a) herein.

~

3. The sum of the acre feet of water to be provided to Watermaster for replenishment
either by direct replenishment and/or in-lieu replenishment for each Water Year shall equal the
number of acre feet for which CAW is assessed a Replenishment Assessment for the Water Year
at issue. In no event shall the total amount of direct replenishment and/or forbearance by CAW
be greater than the cumulative total of acre feet of CAW's Over-Production for all Water Years
for which CAW is granted Replenishment Credits.

4. Upon completion and implementation of the Project(s), at any stage in CAW's
direct replenishment and/or in-lieu replenishment pursuant to conditions set by Watermaster
upon granting of Replenishment Credits, CAW shall have the right to request that the Court
determine that, based upon principles of the physical solution set forth in the Decision, the Basin
has been replenished in an amount sufficient to prevent seawater intrusion or the Basin has been
protected by alternative seawater intrusion preventive measures. Upon such determination by
the Court, CAW's obligations under conditions set by Watermaster upon granting of
Replenishment Credits and any obligation under this Memorandum of Understanding to provide
direct replenishment water and/or in-lieu replenishment at no cost to Watermaster shall be
deemed fully satisfied.

S. All terms used in this Memorandum of Understanding that are defined terms n
the Decision shall be defined herein as set forth in Section III.A of the Decision.

IN WITNESS WHEREOF the Parties hereby agree to the full performance of the terms
set [orth herein.

SEASIDE BASIN WATERMASTER CALIFORNIA AMERICAN WATER
e //;7
SR . // :"x 2
/& RS \ R
L L/;?\‘ ,A \L///iéru&«&f_) % -iw\h \)\ A mian A
Chair, §caside Basin Watermaster Pre51dent, i 1forma Amencan Water
Date: January 21, 2009 Date: % =,

707632.01/SD
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