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I. INTRODUCTION 
This document has been prepared pursuant to the California Environmental Quality Act (CEQA, 
California Public Resources Code Sections 21000 et seq.), the CEQA Guidelines (California Code of 
Regulations Sections 15000 et seq.). Crestline-Lake Arrowhead Water Agency (CLAWA) is the lead 
agency and the California Department of Water Resources (DWR), and San Bernardino Valley Municipal 
Water District (San Bernardino Valley) are the responsible agencies for CEQA purposes. 

Section 15063(c) of the State CEQA Guidelines lists the following purposes of an Initial Study:  

1. Provide the Lead Agency with information to use as the basis for deciding whether to prepare an 
EIR or a negative declaration; 

2. Enable an applicant or Lead Agency to modify a project, mitigating adverse impacts before an 
EIR is prepared, thereby enabling the project to qualify for a negative declaration; 

3. Assist in the preparation of an EIR, if one is required; 

4. Facilitate environmental assessment early in the design of a project; 

5. Provide documentation of the factual basis for the finding in a negative declaration that a project 
will not have a significant effect on the environment; 

6. Eliminate unnecessary EIRs; and 

7. Determine whether a previously prepared EIR could be used with the project.  

According to Section 15070 (Decision to prepare a Negative Declaration or Mitigated Negative 
Declaration) of Article 6 (Negative Declaration Process) of the CEQA Guidelines:  

A public agency shall prepare or have prepared a proposed negative or mitigated negative 
declaration for a project subject to CEQA when:  

a) The initial study shows that there is no substantial evidence, in light of the whole record 
before the agency, that the project may have a significant effect on the environment, or  

b) The initial study identified potentially significant effects, but:  

1) Revisions in the project plans or proposals made by, or agreed to by the 
applicant before a proposed mitigated negative declaration and initial study are 
released for public review would avoid the effects or mitigate the effects to a 
point where clearly no significant effects would occur, and  

2) There is no substantial evidence, in light of the whole record before the agency, 
that the project as revised may have a significant effect on the environment.  

This draft Initial Study has been prepared to assess at a project level, the potential for any significant 
environmental effects and impacts resulting from implementation of the Crestline-Lake Arrowhead Water 
Agency (CLAWA) and San Bernardino Valley Municipal Water District (San Bernardino Valley) Proposed 
Multi-Year Water Exchange Project (“Project”).  

This Initial Study / Negative Declaration (IS/ND) is organized as follows: 



 

2 
 

1. Introduction, which includes the context for review, applicable citations pursuant to CEQA and 
the State CEQA Guidelines. 

2. Project Description, including a discussion of the purpose and need for the Project. 
3. Initial Study and Environmental Checklist Form, consistent with Appendix G of the CEQA 

Guidelines.  
4. References, comprised of a list of references used in the preparation of this IS/ND. 
5. Proposed Notice of Intent (NOI) to adopt a IS/ND. 

 
This document will be available for public comment from January 30, 2025 to February 28, 2025, on the 
Crestline-Lake Arrowhead Water Agency website: www.clawa.org, and on the California Governor’s 
Office of Land Use and Climate Innovation (LCI) State Clearinghouse formerly known as the Governor’s 
Office of Planning and Research (OPR) website: https://ceqanet.opr.ca.gov/. Comments will be 
accepted in writing through 5 PM Pacific Daylight Time on February 28, 2025. At the end of the public 
comment period CLAWA will consider the IS/ND and any comments received during the public 
comment period. CLAWA will then adopt the IS/ND, if, based on the whole record: (1) there is no 
substantial evidence that the proposed project will have a significant effect on the environment; and (2) 
that it represents CLAWA’s independent judgement and analysis. 
 

Documents Incorporated by Reference  
 
This IS/ND incorporates, by reference, relevant information from the State Water Project Water Supply 
Amendments for Water Management Final Environmental Impact Report, State Clearinghouse No. 
2018072033 (Water Management Tools FEIR), certified by DWR August 28, 2020. The Water 
Management Tools FEIR adds, deletes, and modifies provisions of the State Water Contracts and 
clarifies certain terms of the Contracts to provide greater water management regarding transfers and 
exchanges of SWP water within the SWP service area, which includes CLAWAs and San Bernardino 
Valley’s service areas. No construction or modification of SWP facilities, changes to existing Table A 
allocations, or changes to water supply delivered by the SWP were proposed in the Water Management 
Tools FEIR: the transfers and procedures would rely on existing infrastructure, and the SWP water would 
continue to be supplied through the SWP system consistent with current SWP Water Supply Contracts 
terms and all regulatory requirements. The Water Management Tools FEIR can be used by SWP 
Contractors, as responsible agencies under CEQA, when considering discretionary approvals of 
proposed transfers and exchanges of SWP water.      
 
Pursuant to CEQA Guidelines Section 15150, each resource topic in Chapter 4 (Environmental Factors 
Potentially Affected) of this IS includes a summary of relevant SWP environmental setting information 
and impact conclusions presented in Chapter 5, Environmental Analysis, of the Water Management 
Tools FEIR. 

II. PROJECT DESCRIPTION 

Project Background 
 
The Crestline-Lake Arrowhead Water Agency (CLAWA) was created by a special act of the California 
Legislature in 1962 in anticipation that it would execute a water supply contract to deliver imported 

http://www.clawa.org/
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water from the State Water Project (SWP) to the San Bernardino Mountains. CLAWA’s boundaries 
extend from west of Silverwood Lake eastward to beyond Green Valley Lake, encompassing an area of 
approximately 117 square miles (UWMP 2010, p. 12) (Figure 1). CLAWA’s sole source of water supply is 
Silverwood Lake, a State Water Project reservoir. CLAWA pumps imported water from its intake tower in 
Silverwood Lake, treats the water at its treatment plant located on the south shore of the lake, pumps 
the treated water uphill to its reservoirs in the Crestline area, and then delivers the water to customers 
located across its service area. Most of the water is supplied on a wholesale basis to other water 
districts, water companies, and camps, but CLAWA also delivers a portion of its treated water to 
approximately 1,200 retail service connections, mostly residential, within small retail service areas. 
 
The San Bernardino Valley Municipal Water District (San Bernardino Valley) was incorporated under the 
Municipal Water District Act of 1911 (California Water Code Section 71000 et seq., as amended), in 1954 
as a regional agency to plan a long-range water supply for the San Bernardino Valley.  San Bernardino 
Valley’s service area covers approximately 353 square miles in southwestern San Bernardino County, 
encompassing the eastern two-thirds of the San Bernardino Valley, the Crafton Hills, and a portion of the 
Yucaipa Valley, and includes the cities and communities of Bloomington, Colton, East Highland, Grand 
Terrace, Highland, Loma Linda, Mentone, Redlands, Rialto, San Bernardino, and Yucaipa (Figure 2). San 
Bernardino Valley imports water into the service area through participation in the State Water Project 
and manages groundwater storage its service area.  

State Water Project 
 
CLAWA and San Bernardino Valley are two of the 29 State Water Project (SWP) Contractors, holding 
agreements with the California Department of Water Resources (DWR) for the delivery of SWP water. 
Constructed in the 1960’s, the SWP encompasses a water storage and delivery system that spans 
nearly the entire length of California (Figure 3), providing for the water needs of approximately 27 million 
California residents. The SWP is operated and managed by the DWR with all of the costs paid by the 29 
SWP Contractors. Each SWP Contractor has a water supply contract with the DWR that stipulates the 
maximum “Table A” amount of SWP water that can be allocated and delivered. Though the Table A 
allocated to each SWP Contractor is static, the volume actually delivered varies annually based on 
hydrologic conditions, reservoir storage, delivery requests from SWP Contractors, and operational 
conditions of the SWP system itself (for example, supply may be affected by equipment/facility condition 
and maintenance needs). DWR maintains a debit and credit system to keep track of allocations and 
delivery of SWP water to each of the SWP Contractors. DWR cannot allocate SWP water to a SWP 
Contractor in excess of its Table A allocation in any one calendar year, but undelivered SWP water can 
be “carried over” (hereafter referred to as carryover water) to the next calendar year and subsequently 
made available for delivery, upon request by the SWP Contractor. Carryover supply is stored in San Luis 
Reservoir, but the volume is limited, and the water is subject to spill if the carryover space in San Luis 
Reservoir is needed for SWP water. Though this mechanism provides flexibility, carryover is really a 
short-term storage option with high risk, as there is no guarantee that the water would still be available 
upon request.  
 
Recognizing these constraints, and to provide for flexibility in the planning and management of SWP 
water, Amendment No. 18 to the SWP Water Supply Contract (Appendix A), approved in 2020, 
incorporates a mechanism for SWP Contractors to transfer or exchange SWP water amongst 
themselves, as long as the water remains in the SWP service area, and subject to preapproval by DWR 
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through a Transfer Package process that allows the SWP Contractors to administer the program 
themselves.  
 
CLAWA’s water supply contract with DWR stipulates a maximum annual allocation of 5,800 acre-feet of 
SWP water (Appendix B), and San Bernardino Valley’s water supply contract with DWR stipulates a 
maximum annual allocation of 102,600 acre-feet (Appendix C). Both CLAWA and San Bernardino Valley 
are located towards the southern extent of the SWP system (Figure 3) on the East Branch of the 
California Aqueduct. CLAWA’s SWP supply is delivered from Silverwood Lake (Figure 4), and San 
Bernardino Valley’s SWP supply is delivered to the south of Silverwood Lake, after the water is conveyed 
through Silverwood Lake and through the Devil Canyon Powerhouse into the first afterbay (Figure 4).  
 
After delivery at the delivery points above, the SWP water is routed through existing CLAWA and San 
Bernardino Valley facilities to end users. CLAWA delivers treated, potable water to approximately 1,200 
retail customers and supplemental water to more than 20 other water agencies and camps across the 
San Bernardino Mountains. San Bernardino Valley delivers untreated SWP water to several water 
treatment plants owned by retail water agencies within its service area and also delivers water for 
groundwater recharge.       

Purpose and Need 
 
The Project is a collaborative effort between Crestline-Lake Arrowhead Water Agency (CLAWA) and the 
San Bernardino Valley Municipal Water District (San Bernardino Valley), both of which are State Water 
Project (SWP) Contractors, to provide flexibility in the management of CLAWA’s allocated excess 
carryover SWP water.  
 
With climate change and increasing uncertainty in weather patterns, availability of SWP water supply can 
significantly fluctuate year to year, and in some years, month to month. Local weather patterns, within 
each SWP Contractors service area, can exacerbate these challenges, particularly for smaller SWP 
Contractors with limited capacity and flexibility to store and/or rapidly adapt to variability in SWP water 
supply. This variability can lead to water supply challenges, especially in wet and dry years. For example, 
during locally wet periods, SWP Contractors with limited storage options may not have the demand to 
utilize their allocated SWP water supply.  In that scenario, the ability to store the water would be 
extremely beneficial and could then be used during a subsequent dry period. 
 
CLAWA is a SWP Contractor with limited storage options, and under certain conditions has limited 
capacity to take receipt of allocated excess carryover SWP water. Consequently, CLAWA could be 
vulnerable to loss of allocated excess carryover SWP water if they are unable to take receipt of carryover 
SWP water. To minimize the potential loss of CLAWA’s excess carryover SWP water, this Project 
comprises a multi-year water exchange program that would be implemented by CLAWA and San 
Bernardino Valley, on an as-needed basis, when CLAWA designates it has excess carryover SWP water, 
and desires assistance from San Bernardino Valley in the management of their excess carryover SWP 
supply. The program provides benefits to both CLAWA and San Bernardino Valley. CLAWA is able to 
store any excess carryover water with San Bernardino Valley and have access to that water in a 
subsequent year and San Bernardino Valley will receive additional water supply since it is only required 
to return half of the water it receives under the program.  The program would not require new 
construction, and/or alteration/improvements to existing facilities. The proposed water exchange would 
use existing facilities, and this agreement would not change the maximum allocated SWP water to either 
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CLAWA or San Bernardino Valley, also known as their “Table A” allocation, or require the SWP to 
operate out of the ordinary.  

Study Area 
 
The Study Area encompasses CLAWA and San Bernardino Valley’s service areas, both of which are 
within the SWP service area (Figures 1 and 2). 

Project Objectives 
 
The Project would establish a multi-year water exchange agreement between CLAWA and San 
Bernardino Valley to achieve the following objectives:  
 

1. Establish a framework and legal agreement to facilitate the transfer of all or a portion of 
CLAWA’s excess carryover SWP water to San Bernardino Valley, consistent with Article 56 of 
the Water Management Amendment to the SWP Water Supply Contract with DWR. 

 
2. Establish a framework and process for SWP water transfers from CLAWA to San Bernardino 

Valley, consistent with Article C of the Water Management Amendment to the SWP Water 
Supply Contract with DWR.  

 
3. Establish a framework and process to facilitate the transfer of return water from San Bernardino 

Valley to CLAWA, at the request of CLAWA, and subject to water availability and other factors. 
 

4. Provide for flexibility in the planning and management of CLAWA’s excess carryover SWP water 
and minimize the potential for CLAWA to lose all or a portion of its excess carryover SWP water.  
The agreement would also store some of CLAWA’s water in San Bernardino Valley that they 
could then call upon in a future year when they need the water. 

 
5. Provide a water supply benefit to San Bernardino Valley.  The agreement is an unbalanced 

exchange whereby San Bernardino Valley only returns ½ acre-foot for every 1 acre-foot 
received, providing a net benefit of ½ acre-foot to San Bernardino Valley. 

Project Description 
 
This Initial Study analyzes implementation of the Crestline-Lake Arrowhead Water Agency and San 
Bernardino Valley Municipal Water District Proposed Multi-Year Water Exchange Project (the Project), 
which will allow for flexibility in management and use of allocated excess carryover State Water Project 
(SWP) water by Crestline-Lake Arrowhead Water Agency (CLAWA). The Project consists of a framework 
for San Bernardino Valley, at the request of CLAWA, to receive excess CLAWA carryover SWP water 
during periods when CLAWA is unable to accept delivery, and for CLAWA to receive return water from 
San Bernardino Valley. For every 1 acre-foot that CLAWA provides to San Bernardino Valley, up to ½ 
acre-foot may be returned thereby providing a net water supply benefit to the San Bernardino Valley.  
The Project would be implemented on an as-needed basis, consistent with Article 56 of the Water 
Management Amendment to the SWP Water Supply Contract with DWR. The framework would follow 
the terms and conditions identified in Appendix A, which generally consist of the following:  
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A. By August 31 of each year, CLAWA will determine the amount of allocated excess carryover 
SWP water to make available to San Bernardino Valley during the next calendar year, provided 
that the total in any one year does not exceed 5,800 acre-feet.         

B. CLAWA may revise the amount to be delivered to San Bernardino Valley, provided that the 
revision is given prior to water being delivered, and the total does not exceed the amount 
identified in A. 

C. San Bernardino Valley will make every effort to take delivery of any of CLAWA’s allocated excess 
carryover SWP water, but may decline, or reduce, the delivery amount, based on facility 
constraints or other factors. 

D. CLAWA will notify San Bernardino Valley by August 31 of each year whether they would like to 
receive any Return Water in the next calendar year. CLAWA may revise their Return Water 
request any time and will provide SB Valley notice of this revision. 

E. San Bernardino Valley will make every reasonable effort to fulfill CLAWA’s request for Return 
Water under the following conditions: 

a. The SWP allocation is 40%, or higher. 
b. Whenever the SWP allocation is lower than 40%, San Bernardino Valley, at its sole 

discretion, will determine the amount of Return Water, if any, it will provide to CLAWA. 
c. The total amount of Return Water is limited to a maximum of 800 acre-ft each year, 

unless otherwise approved by San Bernardino Valley. 
F. CLAWA and San Bernardino Valley will work together on a mutually agreeable delivery schedule 

for the delivery of water under this agreement. 
G. San Bernardino Valley and CLAWA will each enter into an agreement with the Department of 

Water Resources (DWR) to effectuate this exchange. 
H. San Bernardino Valley and CLAWA will each order delivery of water, under their agreement with 

DWR using their unique State Water Project Analysis Office (SWPAO) agreement numbers and 
will notify each other of their order. 

I. CLAWA and San Bernardino Valley will maintain a running, annual accounting (accounting) of 
water provided to San Bernardino Valley, the accompanying Return Water obligation and the 
Return Water received, and will provide the accounting for the previous year to each other every 
year by January 31st.  San Bernardino Valley and CLAWA will promptly notify each other of any 
disagreement with the accounting and the parties will work together to resolve. 

J. The total amount of Return Water to be returned to CLAWA may never exceed 8,000 acre-ft at 
any time.  

K. Upon expiration of the agreement, CLAWA must take delivery of any remaining balance of 
Return Water within five (5) years after expiration of the agreement.  
    

The Project would not require new construction, and/or alteration/improvements to existing facilities. The 
proposed water exchange would use existing facilities, and there would be no changes to the maximum 
volume of allocated SWP water to either CLAWA or San Bernardino Valley, no material changes to the 
operation of the SWP itself, or material changes to the existing use of CLAWA and San Bernardino’s 
existing facilities.  
  



Figure 1 - CLAWA Service Area
Sources: San Bernardino Co. GIS, 2024;
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Figure 2 - SBVMWD Service Area
Sources: San Bernardino Co. GIS, 2024;
SBVWMD.
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Figure 3 - State Water Project Conveyance

Source: DWR SWPH
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Figure 4 - State Water Project East Branch Conveyance
Sources: San Bernardino Co. GIS, 2024;
DWR SWP.
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III. ENVIRONMENTAL CHECKLIST FORM 
 
1. Project title: Crestline-Lake Arrowhead Water Agency and San Bernardino Valley Municipal 

Water District Proposed Multi-Year Water Exchange Project 
 
2. Lead Agency name and address: Crestline-Lake Arrowhead Water Agency (CLAWA) 

24116 Crest Forest Drive 
Crestline, CA 92325 
(909) 338-1779 

 
3 Contact person and phone number: Jennifer Spindler 

24116 Crest Forest Drive 
Crestline, CA 92325 

 
4. Project location:   San Bernardino County 

 
 
5. Project sponsor’s name and address: The proposed Project is a collaborative effort between 

Crestline-Lake Arrowhead Water Agency and the San 
Bernardino Valley Municipal Water District.  

 
Crestline-Lake Arrowhead Water Agency San Bernardino Valley Municipal Water District 
24116 Crest Forest Dr    380 East Vanderbilt Way 
Crestline, CA 92325    San Bernardino, CA 92408 
(909) 338-1779     (909) 387-9200 

 
6. General Plan Designation:  CLAWA and San Bernardino Valley’s service areas lie within the 

San Bernardino County General Plan which is comprised of 
Zoning Districts and Land Use Categories. Land uses within the 
CLAWA service area that receive SWP water are primarily Rural 
Living, Very Low Density Residential, Low Density Residential, 
and Commercial. San Bernardino Valley is a SWP wholesaler, 
supplying SWP water to multiple municipalities and other water 
agencies within southwest San Bernardino County. The area 
served by San Bernardino Valley is primarily municipal, and 
industrial.  

 
7. Zoning:  Land uses within CLAWAs service area are primarily open 

space, residential, and commercial. Land uses within San 
Bernardino Valley’s service area are primarily zoned as 
residential, commercial, and industrial / business.   

 
8. Project Description:  This Initial Study provides a project-level analysis of the 

Crestline-Lake Arrowhead Water Agency and San Bernardino 
Valley Municipal Water District’s Proposed Multi-Year Water 
Exchange Project. See Chapter 2, Project Description.  
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9. Surrounding land uses and setting: Zoning and Land Uses and Setting are generally described 
above and shown on Figure 5. 

 
10. Other public agencies whose approval is required: 
 

California Department of Water Resources 
(DWR)  
715 P Street  
Sacramento, CA 95814  
(916) 653-5791  
  

DWR approves transfers and exchanges between 
State Water Contractors. In order to verify certain 
data, compliance with SWP agreement, proper 
document submittal. An acknowledgment letter 
from DWR will be provided so the water exchange 
can be tracked.  
  

San Bernardino Valley Municipal Water 
District  
380 East Vanderbilt Way  
San Bernardino, CA 92408  
(909) 387-9200  
  

San Bernardino Valley will be executing the water 
exchange agreement. This is a discretionary 
approval.  

 
11. Have California Native American tribes traditionally and culturally affiliated with the project area 
requested consultation pursuant to Public Resources Code section 21080.3.1? If so, has consultation 
begun?  
 

Yes. San Bernardino Valley, on behalf of CLAWA, submitted a request to the Native American 
Heritage Commission (NAHC) requesting a consultation list of tribes that are traditionally and 
culturally affiliated with the Project’s geographic area. Subsequently, on July 24, 2024, pursuant 
to Assembly Bill 52 (AB 52), San Bernardino Valley provided “Notification of Tribal Consultation 
Opportunity” via certified/overnight mail on July 24, 2024, to all tribes listed by the NAHC on 
their supplied consultation list. A total of 20 tribes were notified. Details of tribe responses are 
discussed in Section 18 – Tribal Cultural Resources. No tribes requested consultation through 
AB-52 outreach.  

 
  



Figure 5 - Land Use Category/Districts
Sources: San Bernardino Co. GIS, 2024;
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IV. ENVIRONMENTAL FACTORS POTENTIALLY AFFECTED 
The environmental factors checked below would be potentially affected by this project, involving at least 
one impact that is a “Potentially Significant Impact” as indicated by the checklist on the following pages: 
 

 Aesthetics  Agriculture and Forestry 
Resources 

 Air Quality 

 
 Biological Resources 

 
 Cultural Resources  

 
 Geology/Soils 

 
 Greenhouse Gas Emissions 

 
 Hazards & Hazardous Materials  

 
 Hydrology/Water Quality  

 
 Land Use/Planning  

 
 Mineral Resources  

 
 Noise  

 
 Population/Housing  

 
 Public Services  

 
 Recreation  

 
 Transportation 

 
 Tribal Cultural Resources  

 
 Utilities/Service Systems 

 
 Mandatory Findings of 

Significance 

  

 
 
  

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 



V. DETERMINATION 
On the basis of this initial evaluation (to be completed by Lead Agency): 

[2J I find that the proposed project COULD NOT have a significant effect on the environment. and a 
NEGATIVE DECLARATION will be prepared. 

D I find that arthough the proposed project could have a significant effect on the environment, there will 
not be a significant effect in this case because the mitigation measures described on an attached 
sheet have been added to the project. A MITIGATED NEGATIVE DECLARATION will be prepared. 

O I find that the proposed project MAY have a significant effect on the environment, and an 
ENVIRONMENTAL IMPACT REPORT is required. 

D I find that the proposed project MAY have a "potentially significant impact" or "potentially significant 
unless mitigated" impact on the environment, but at least one effect 1) has been adequately analyzed 
in an earlier document pursuant to applicable legal standards, and 2) has been addressed by 
mitigation measures based on the earlier analysis as described on attached sheets. An 
ENVIRONMENTAL IMPACT REPORT is required, but it must analyze only the effects that remain to be 
addressed. 

D 1 find that although the proposed project could have a significant effect on the environment. because 
all potentially significant effects (a) have been analyzed adequately in an earlier EIR or NEGATIVE 
DECLARATION pursuant to applicable standards, and (b) have been avoided or mitigated pursuant to 
that earlier EJR or NEGATIVE DECLARATION, including revisions or mitigation measures that are 
imposed upon the proposed project. 

Date o\(f)J, la.oa5 
1 I 
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VI. ENVIRONMENTAL CHECKLIST 

 
Potentially 
Significant 

Impact 

Less Than 
Significant 

with Mitigation 
Incorporated 

Less Than 
Significant 

Impact No Impact 

1. AESTHETICS. Would the project:     

a. Have a substantial adverse effect on a scenic vista?      

b. Substantially damage scenic resources, including, but not 
limited to, trees, rock outcroppings, and historic buildings 
within a state scenic highway?  

    

c. In non-urbanized areas, substantially degrade the existing 
visual character or quality of public views of the site and its 
surroundings? (Public views are those that are experienced 
from public accessible vantage points.) If the project is in 
an urbanized area, would the project conflict with 
applicable zoning and other regulations governing scenic 
quality?  

    

d. Create a new source of substantial light or glare which 
would adversely affect day or nighttime views in the area?  

    

(Sources:  Section 5.2, Aesthetics of the Water Management Tools Final EIR, Project Description, 
Caltrans, San Bernardino County General Plan) 

Environmental Setting 
 
Visual or aesthetic resources are comprised of both the natural and built features of the landscape that 
contribute to the public’s experience and appreciation of the environment. 
 
SWP conveyance facilities encompass existing water delivery facilities and service areas throughout the 
state of California. Existing facilities include the use of both natural stream channels and man-made 
features in Northern California that deliver water to the Delta. From the Delta, water is then pumped to 
the California Aqueduct system for delivery to SWP Contractors located south of the Delta. Land uses 
within the service area of the SWP include agricultural, residential, commercial, industrial, and open 
space uses.  
 
The CLAWA service area is located in the San Bernardino Mountains in San Bernardino County. The 
visual character of the CLAWA service area is forested and mountainous and includes a number of man-
made lakes. Land uses within CLAWA’s service area are primarily open space, residential, and 
commercial. 
 
San Bernardino Valley’s service area is located within the valley area of San Bernardino County. The 
visual character of San Bernardino Valley’s service area is primarily developed, with views of the 
mountains to the north and east. Land uses within San Bernardino Valley’s service area are primarily 
zoned as residential, commercial, and industrial / business.   
 

□ □ □ [;8J 

□ □ □ [;8J 

□ □ □ [;8J 

□ □ □ [;8J 
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There are no state designated scenic highways located within CLAWA or San Bernardino Valley’s 
service areas. However, there are several state eligible scenic highways. Within CLAWA’s service area 
Route 2, Route 18, Route 330, Route 138 are state eligible scenic highways, and within San Bernardino 
Valley’s service area Route 38 is a state eligible scenic highway. 

Discussion  
 
1.a-c No Impact. The proposed project is a collaborative effort between CLAWA and San Bernardino 

Valley, both of which are SWP Contractors, to provide flexibility in the management of CLAWA’s 
allocated excess carryover SWP water. The project would involve a multi-year water exchange 
program whereby San Bernardino Valley, at the request of CLAWA, would accept excess 
CLAWA carryover SWP water during periods when CLAWA is unable to accept delivery, and for 
CLAWA to receive return water from San Bernardino Valley. Water received by San Bernardino 
Valley would be used within San Bernardino Valley’s service area, and water return water, 
received by CLAWA from San Bernardino Valley, would be used within CLAWA’s service area. 
The proposed project would not change the amount of SWP water available for allocation to 
other SWP Contractors in any year and would not result in changes to the operation of the SWP. 

 
In addition, the project would not require new construction, and/or alteration/improvements to 
existing facilities. The proposed water exchange would use existing facilities, and there would be 
no changes to the maximum volume of allocated SWP water to either CLAWA or San Bernardino 
Valley, no material changes to the operation of the SWP itself, or material changes to the 
existing use of CLAWA and San Bernardino Valley’s existing facilities. Therefore, the proposed 
project would not result in changes to land uses that could affect the existing visual character or 
quality and resources, including scenic vistas, scenic highways, or public views within the study 
area, and no impact would occur. 

 
1.d. No Impact. Because the proposed project does not require new construction, and/or 

alteration/improvements to the SWP, CLAWA, and/or San Bernardino Valley’s existing facilities, 
there would be no new sources of light or glare over existing conditions, and no impact would 
occur.  

References 
 
San Bernardino County, County of San Bernardino 2007 General Plan. Amended April 24, 2014. 
(Available at http://www.sbcounty.gov/Uploads/lus/GeneralPlan/FINALGP.pdf, accessed November 
2024.) 

Caltrans, Scenic Highway Systems List and Officially Designated County Scenic Highways, (Available at 
https://dot.ca.gov/programs/design/lap-landscape-architecture-and-community-livability/lap-liv-i-
scenic-highways, accessed November 2024.)  
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Potentially 
Significant 

Impact 

Less Than 
Significant 

with Mitigation 
Incorporated 

Less Than 
Significant 

Impact No Impact 

2. AGRICULTURAL and FORESTRY RESOURCES. In determining whether impacts to agricultural 
resources are significant environmental effects, lead agencies may refer to the California Agricultural Land 
Evaluation and Site Assessment Model (1997) prepared by the California Department of Conservation as an optional 
model to use in assessing impacts on agriculture and farmland. In determining whether impacts to forest resources, 
including timberland, are significant environmental effects, lead agencies may refer to information compiled by the 
California Department of Forestry and Fire Protection regarding the state’s inventory of forest land, including the 
Forest and Range Assessment project and the Forest Legacy Assessment project; and forest carbon measurement 
methodology provided in Forest Protocols adopted by the California Air Resources Board. Would the project:  

a. Convert Prime Farmland, Unique Farmland, or Farmland of 
Statewide Importance (Farmland), as shown on the maps 
prepared pursuant to the Farmland Mapping and 
Monitoring Program of the California Resources Agency, to 
non-agricultural use?  

    

b. Conflict with existing zoning for agricultural use, or a 
Williamson Act contract?      

c. Conflict with existing zoning for, or cause rezoning of, 
forest land (as defined n Public Resources Code section 
12220(g)), timberland (as defined by Public Resources 
Code section 4526), or timberland zoned Timberland 
Production (as defined by Government Code section 
51104(g))? 

    

d. Result in the loss of forest land or conversionof forest land 
to non-forest use?     

e. Involve other changes in the existing environment which, 
due to their location or nature, could result in conversion of 
Farmland, to non-agricultural use or conversion of forest 
land to non-forest use? 

    

(Sources:  Section 5.3, Agricultural and Forest Resources of the Water Management Tools Final EIR, 
Project Description, Department of Conservation Farmland Mapper, Public Resources Code) 

Environmental Setting 
 
The California Department of Conservation (DOC) administers the Farmland Mapping and Monitoring 
Program (FMMP), California’s statewide agricultural land inventory. Through this mapping effort, the 
DOC classifies farmland into four categories: Prime Farmland, Farmland of Statewide Importance, 
Unique Farmland, and Farmland of Local Importance. The study area in the Water Management Tools 
Final EIR includes the entire SWP service area which encompasses a large area of the State and all of 
the farmland categories. The CLAWA service area has a very small amount of Prime Farmland, and 
Grazing Land. San Bernardino Valley’s service area has Prime Farmland, Farmland of Statewide 
Importance, Unique Farmland, and Farmland of Local Importance (DOC 2023).    
 
The Williamson Act, also known as the California Land Conservation Act of 1965, enables local 
governments to enter contracts with private landowners for the purpose of restricting specific 

□ □ □ ~ 

□ □ □ ~ 

□ □ □ ~ 

□ □ □ ~ 

□ □ □ ~ 
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parcels of land to agricultural or related open-space use (DOC 2023). Both CLAWA and San Bernardino 
Valley’s service areas include a number of active Williamson Act contracts in place. 
 
Forest land is defined as native tree cover greater than 10 percent that allows for management of timber, 
aesthetics, fish and wildlife, recreation, and other public benefits (California Public Resources Code 
[PRC] Section 12220(g)). Timberland, a subset of forest land, is defined by State law as land that is 
available for, and capable of, growing a crop of trees of any commercial species used to produce lumber 
and other forest products (PRC Section 4526), and can produce an average annual volume of wood fiber 
of at least 20 cubic feet per acre per year at its maximum production (PRC Section 51104(g)). Forest 
land is located within the service areas of both CLAWA and San Bernardino Valley.  

Discussion 
 
2.a-e No Impact. The project would not result in changes to the agricultural and forestry resources 

within the CLAWA and San Bernardino Valley service areas. The proposed project would involve 
a multi-year water exchange program whereby San Bernardino Valley, at the request of CLAWA, 
would accept excess CLAWA carryover SWP water during periods when CLAWA is unable to 
accept delivery, and CLAWA would receive return water from San Bernardino Valley. Water 
received by San Bernardino Valley would be used within San Bernardino Valley’s service area, 
and return water, received by CLAWA from San Bernardino Valley, would be used within 
CLAWA’s service area. The proposed project would not change the amount of SWP water 
available for allocation to other SWP Contractors in any year and would not result in changes to 
the operation of the SWP.  
 
The project would not require new construction, and/or alteration/improvements to existing 
facilities. The proposed water exchange would use existing facilities, and there would be no 
changes to the maximum volume of allocated SWP water to either CLAWA or San Bernardino 
Valley, no material changes to the operation of the SWP itself, or material changes to the 
existing use of CLAWA and San Bernardino Valley’s existing facilities. As a result, the proposed 
multi-year exchange program between CLAWA and San Bernardino Valley would not result in 
changes to agricultural land or agricultural uses, nor would it result in changes to existing land 
use, or zoning for agricultural use, or a Williamson Act contract. Additionally, the proposed 
project would not result in a conversion of existing agricultural land, or, forest or timberland, or 
conflict with existing agriculture or forestry land policies or zoning. Consequently, no impact 
would occur.  

References 
 
California Department of Conservation (DOC). 2023. California Important Farmland Finder, 
https://maps.conservation.ca.gov/DLRP/CIFF/. Accessed October 2024 

San Bernardino County, County of San Bernardino 2007 General Plan. Amended April 24, 2014. 
(Available at http://www.sbcounty.gov/Uploads/lus/GeneralPlan/FINALGP.pdf, accessed November 
2024.). 
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Potentially 
Significant 

Impact 

Less Than 
Significant 

with Mitigation 
Incorporated 

Less Than 
Significant 

Impact No Impact 

3. AIR QUALITY. Where available, the significance criteria established by the applicable air quality management or 
air pollution control district may be relied upon to make the following determinations. Would the project: 

a. Conflict with or obstruct implementation of the applicable 
air quality plan?     

b. Result in a cumulatively considerable net increase of any 
criteria pollutant for which the project region is non-
attainment under an applicable federal or state ambient air 
quality standard? 

    

c. Expose sensitive receptors to substantial pollutant 
concentrations?      

d. Result in other emissions (such as those leading to odors) 
adversely affecting a substantial number of people?     

(Sources: Section 5.4, Air Quality of the Water Management Tools Final EIR, Project Description, 
SCAQMD, EPA) 

Environmental Setting 
 
Air Quality is influenced by the rate, amount, and location of pollutant emissions and the atmosphere’s 
ability to transport, transform, and dilute such emissions. Factors that affect pollutant movement and 
dispersal include meteorological conditions such as terrain, atmospheric stability, sunlight, wind, and 
wind directions. Within the study area, air quality conditions are influenced by topographic, 
meteorologic, and climate conditions, as well as the types and quantities of emissions released by air 
pollutant sources. 
 
The CLAWA and San Bernardino Valley service areas are located within the South Coast Air Quality 
Management District (SCAQMD 2024). CLAWA’s service area lies within the San Bernardino Mountains. 
The general climate and meteorology of the San Bernardino Mountains within the CLAWA service area 
affords a relatively good air quality index. In contrast, San Bernardino Valley’s service area encompasses 
a heavily urbanized valley bordered by mountain ranges to the east and north. The general climate, 
meteorology, and topography within the San Bernardino Valley’s service area attributes to the 
entrapment and creation of air pollution. The California Air Resources Board (CARB) and the 
Environmental Protection Agency (EPA) have designated portions of San Bernardino County as 
moderate, serious, and extreme for nine nonattainment areas (EPA 2024). 

Discussion 
 
3.a No Impact. Implementation of the proposed project would result in a multi-year water exchange 

program whereby San Bernardino Valley, at the request of CLAWA, would accept excess 
CLAWA carryover SWP water during periods when CLAWA is unable to accept delivery, and 
CLAWA would receive return water from San Bernardino Valley. Water received by San 
Bernardino Valley would be used within San Bernardino Valley’s service area, and return water, 
received by CLAWA from San Bernardino Valley, would be used within CLAWA’s service area. 
The proposed project would not change the amount of SWP water available for allocation to 
other SWP Contractors in any year and would not result in changes to the operation of the SWP.  
 

□ □ □ ~ 

□ □ ~ □ 

□ □ ~ □ 

□ □ ~ □ 
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The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities and therefore no ground-disturbing activities that 
would cause short-term increases in criteria air pollutants. Further, the project would not involve 
changes to the maximum volume of allocated SWP water to either CLAWA or San Bernardino 
Valley, material changes to the operation of the SWP itself, or material changes to the existing 
use of CLAWA and San Bernardino Valley’s existing facilities (San Bernardino Valley’s existing 
facilities are of sufficient size and capacity to accept excess CLAWA SWP water without 
requiring system improvements). Proposed use of SWP water by CLAWA and San Bernardino 
Valley would also not change.  
 
Because the proposed project would not result in any construction activities, or change in 
operations of either the SWP, CLAWA, or San Bernardino Valley existing facilities, air quality 
emissions would be the same compared to existing conditions. Consequently, the proposed 
project would not obstruct implementation of the South Coast Air Quality Management District’s 
Air Quality Management Plan (AQMP), and there would be no impact.  

 
3.b-d Less Than Significant Impact. As described above, the proposed project would result in a 

multi-year water exchange program. The proposed project would use existing SWP, CLAWA, 
and San Bernardino Valley existing conveyance and distribution facilities. The project would not 
require new construction, and/or alteration/improvements to existing facilities. Further, the 
project would not involve changes to the maximum volume of allocated SWP water to either 
CLAWA or San Bernardino Valley, material changes to the operation of the SWP itself, or 
material changes to the existing use of CLAWA and San Bernardino Valley’s existing facilities 
(San Bernardino Valley’s existing facilities are of sufficient size and capacity to accept excess 
CLAWA SWP water without requiring system improvements). Proposed use of SWP water by 
CLAWA and San Bernardino Valley would also not change. Because the proposed project would 
not result in any construction activities, or change in operations of either the SWP, CLAWA, or 
San Bernardino Valley existing facilities, air quality emissions would be the same compared to 
existing conditions. Further, there would be no cumulatively considerable net increase of any 
criteria pollutant and no exposure of sensitive receptors to substantial pollutant concentrations. 
For these reasons impacts would be less than significant.  

Air Quality Mitigation Measures 
Air quality impacts resulting from the Project are less than significant; therefore, no mitigation is required. 

References 
 
South Coast Air Quality Management District (SCAQMD). 2024. District Boundaries. 
https://www.aqmd.gov/home. Accessed October 2024. 
 
Environmental Protection Agency (EPA). 2024. Current Nonattainment Counties for All Criteria Pollutants. 
https://www3.epa.gov/airquality/greenbook/ancl.html. Accessed October 2024.   

https://www.aqmd.gov/home.%20Accessed%20October%202024
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 Potentially 
Significant 

Impact 

Less Than 
Significant 

with Mitigation 
Incorporated 

Less Than 
Significant 

Impact No Impact 

4. BIOLOGICAL RESOURCES. Would the project: 
a. Have a substantial adverse effect, either directly or through 

habitat modifications, on any species identified as a 
candidate, sensitive, or special status species in local or 
regional plans, policies, or regulations, or by the California 
Department of Fish and Game or U.S. Fish and Wildlife 
Service? 

    

b. Have a substantial adverse effect on any riparian habitat or 
other sensitive natural community identified in local or 
regional plans, policies, regulations, or by the California 
Department of Fish and Game or U.S. Fish and Wildlife 
Service?  

    

c. Have a substantial adverse effect on federally protected 
wetlands as defined by Section 404 of the Clean Water Act 
(including, but not limited to, marsh, vernal pool, coastal, 
etc.) through direct removal, filling, hydrological 
interruption, or other means?  

    

d. Interfere substantially with the movement of any native 
resident or migratory fish or wildlife species or with 
established native resident or migratory wildlife corridors, 
or impede the use of native wildlife nursery sites?  

    

e. Conflict with any local policies or ordinances protecting 
biological resources, such as a tree preservation policy or 
ordinance? 

    

f. Conflict with the provisions of an adopted Habitat 
Conservation Plan, Natural Community Conservation Plan, 
or other approved local, regional, or state habitat 
conservation plan?  

    

(Sources: Section 5.5, Biological Resources of the Water Management Tools Final EIR, Project 
Description) 

Environmental Setting 
 
SWP conveyance facilities include water delivery facilities and service areas throughout the state of 
California. As a result, the SWP service area covers a range of topography, vegetation, and weather 
which support numerous and varied habitat types (i.e., riverine, lacustrine, estuarine, and terrestrial 
habitats).  
 
CLAWA and San Bernardino Valley’s service areas are located within San Bernardino County. CLAWAs 
service area lies within the San Bernardino Mountains, which supports a diverse assemblage of plant 
and animal species, and habitats. San Bernardino Valley’s service area has been heavily urbanized 
which has significantly reduced habitat available to wildlife and plant species. The conversion from 
natural habitats to urbanized conditions within San Bernardino Valley’s service area has resulted in the 
extirpation of several species, both plants and animals, and the significant decline of other species 
populations. The California Department of Fish and Wildlife (CDFW) and the United States Fish and 
Wildlife Service (USFWS), as directed by state and federal legislation, have identified many San 
Bernardino County species as candidate, sensitive, or special status.  

□ □ □ ~ 

□ □ □ ~ 

□ □ □ ~ 

□ □ □ ~ 

□ □ □ ~ 

□ □ □ ~ 
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Discussion 
 
4.a-f No Impact. Implementation of the proposed project would result in a multi-year water exchange 

program whereby San Bernardino Valley, at the request of CLAWA, would accept excess 
CLAWA carryover SWP water during periods when CLAWA is unable to accept delivery, and 
CLAWA would receive return water from San Bernardino Valley. Water received by San 
Bernardino Valley would be used within San Bernardino Valley’s service area, and return water, 
received by CLAWA from San Bernardino Valley, would be used within CLAWA’s service area. 
The proposed project would not change the amount of SWP water available for allocation to 
other SWP Contractors in any year and would not result in changes to the operation of the SWP.  
 
The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities. Further, the project would not involve changes to 
the maximum volume of allocated SWP water to either CLAWA or San Bernardino Valley, 
material changes to the operation of the SWP itself, or material changes to the existing use of 
CLAWA and San Bernardino Valley’s existing facilities (San Bernardino Valley’s existing facilities 
are of sufficient size and capacity to accept excess CLAWA SWP water without requiring system 
improvements). Proposed use of SWP water by CLAWA and San Bernardino Valley would also 
not change.  
 
Because the proposed project would not result in any construction activities, or change in 
operations of either the SWP, CLAWA, or San Bernardino Valley existing facilities, the proposed 
project would not affect species (listed as candidate, sensitive, or special-status) or riparian 
habitat or other sensitive natural communities identified in local or regional plans, policies, or 
regulations, or by the California Department of Fish and Wildlife (CDFW) or U.S. Fish and Wildlife 
Service (USFWS). The project would also not affect state or federally protected wetlands, nor 
would it affect the movement species, including migratory fish species. The proposed project 
would not conflict with any local policies, ordinances, or conservation plans protecting biological 
resources (e.g., tree preservation policy or ordinance) in the study area, nor would it conflict with 
the provisions of an adopted Habitat Conservation Plan, Natural Community Conservation Plan, 
or other approved local, regional, or state habitat conservation plan. For these reasons there 
would be no impact.  

 

References 
 
San Bernardino County, County of San Bernardino 2007 General Plan. Amended April 24, 2014. 
(Available at http://www.sbcounty.gov/Uploads/lus/GeneralPlan/FINALGP.pdf, accessed November 
2024.) 
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Potentially 

Significant 

Impact 

Less Than 
Significant 

with Mitigation 
Incorporated 

Less Than 

Significant 

Impact 

No 

Impact 

5. CULTURAL RESOURCES. Would the project: 
a. Cause a substantial adverse change in the significance of a 

historical resource as defined in §15064.5?      

b. Cause a substantial adverse change in the significance of an 
archeological resource pursuant to §15064.5?      

c. Disturb any human remains, including those interred outside of 
dedicated cemeteries?      

(Sources: Section 5.6, Cultural Resources of the Water Management Tools Final EIR, Project Description, 
AB 52 Consultation) 

Environmental Setting 
 
Cultural resources are indigenous and historic-era sites, structures, districts, and landscapes, or other 
evidence associated with human activity considered important to a cultural, subculture, or a community 
for scientific, traditional, religious, or reasons. CEQA-defined resources include historical resources, 
archaeological resources, and human remains. Within the state of California, these resources include 
any object, building, structure, site, area, place, record, or manuscript that is historically or 
archaeologically significant. 
 
San Bernardino County’s historical development was largely shaped by several Native American tribes 
that occupied various regions. The Serrano occupied territories that ranged from low or moderately low 
desert to the mountain regions of the Transverse and Peninsular ranges. The Serrano were organized 
into clans, with the clan being the largest autonomous political entity. They lived in small villages where 
extended families lived in circular, dome-shaped structures made of willow frames covered with tule 
thatching. The Cahuilla occupied territories that ranged from low or moderately low desert to the 
mountain regions of the Transverse and Peninsular ranges. The Cahuilla settled in a territory that 
extended west to east from the present-day city of Riverside to the central portion of the Salton Sea in 
the Colorado Desert, and south to north from the San Jacinto Valley to the San Bernardino Mountains. 
Each lineage had a defined territory that, among the Cahuilla of the Coachella Valley desert, was formed 
around springs in mountain canyons and alluvial fans that spread from these canyons onto the desert 
floor. Villages in these canyons were occupied year-round. The Gabrielino also known as the Tongva 
(contemporary Gabrielino identify themselves as the descendants of the indigenous people living across 
the plains of the Los Angeles Basin and use the native term Tongva) established large, permanent 
villages in the fertile lowlands along rivers and streams and in sheltered areas along the coast, stretching 
from the foothills of the San Gabriel Mountains to the Pacific Ocean. Historic-era Tongva settlements in 
the San Bernardino Valley were primarily located at the base of the foothills and along perennial 
watercourses. 

Discussion 
 
5.a-c No Impact. The proposed project would result in a multi-year water exchange program whereby 

San Bernardino Valley, at the request of CLAWA, would accept excess CLAWA carryover SWP 
water during periods when CLAWA is unable to accept delivery, and CLAWA would receive 
return water from San Bernardino Valley. Water received by San Bernardino Valley would be 

□ □ □ ~ 

□ □ □ ~ 

□ □ □ ~ 

file://chqpan01.webb.lan/data/Aaw_ostd/ENVIRONMENTAL/CEQA/2012%20CEQA%20Guidelines/15064.5.docx
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used within San Bernardino Valley’s service area, and return water, received by CLAWA from 
San Bernardino Valley, would be used within CLAWA’s service area. The proposed project 
would not change the amount of SWP water available for allocation to other SWP Contractors in 
any year and would not result in changes to the operation of the SWP.  
 
The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities. Further, the project would not involve changes to 
the maximum volume of allocated SWP water to either CLAWA or San Bernardino Valley, 
material changes to the operation of the SWP itself, or material changes to the existing use of 
CLAWA and San Bernardino Valley’s existing facilities. Proposed use of SWP water by CLAWA 
and San Bernardino Valley would also not change.  
 
Because the proposed project would result in no construction activities or change in operation 
or use of either the SWP, CLAWA, or San Bernardino Valley existing facilities, the proposed 
project would not affect historical resources (as defined in §15064.5), archaeological resources 
pursuant to §15064.5, or disturb human remains, burial sites or cemeteries. For these reasons 
there would be no impact to cultural resources.  

References 
 
San Bernardino County, County of San Bernardino 2007 General Plan. Amended April 24, 2014. 
(Available at http://www.sbcounty.gov/Uploads/lus/GeneralPlan/FINALGP.pdf, accessed November 
2024.) 
 
San Bernardino County, San Bernardino Countywide Plan Draft PEIR. June 17, 2019. Accessed 
November 18, 2024. (https://countywideplan.com/resources/document-download/)  
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Significant 
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Less Than 
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Impact 
No  

Impact 

6. ENERGY. Would the project: 
a. Result in potentially significant environmental impact due to 

wasteful, inefficient, or unnecessary consumption of energy 
resources, during project construction or operation? 

    

b. Conflict with or obstruct a state or local plan for renewable 
energy or energy efficiency?     

(Sources: Section 5.7, Energy of the Water Management Tools Final EIR, Project Description) 

Environmental Setting 
 
The SWP is one of the largest water and power systems in the world. SWP conveyance facilities span 
more than 705 miles from Northern California to southern California and include 36 storage facilities, 21 
pumping plants, five hydroelectric power plants, four pumping-generating plants, and approximately 700 
miles of canals, tunnels, and pipelines (DWR 2021). Energy is generated at various SWP facilities in 
Northern, Central, and Southern California for use in operation of SWP pumps and other facilities. 
Overall, the SWP is a net energy consumer because it uses more energy than it generates as a result of 
the extensive nature of delivering water supplies from Northern California to the San Francisco Bay area, 
the San Joaquin Valley, the Central Coast, and Southern California. On average the SWP generates 
approximately 6,500,000 megawatt hours of energy annually while consuming approximately 11,500,000 
megawatt hours of energy annually. The average net annual power consumption for the SWP is 
approximately 5,000,000 megawatt hours. 
 
The service areas of CLAWA and San Bernardino Valley are located near the very southern extent of the 
SWP system, along the East Branch of the SWP. SWP water delivered to both CLAWA and San 
Bernardino Valley is lifted approximately 540 feet at the Pearblossom Pumping Plant before it flows into 
Silverwood Lake after passing through the Mojave Siphon Powerplant. CLAWA’s SWP water is taken 
directly from Silverwood Lake via its intake tower and pumped uphill into CLAWA’s service area. SWP 
water delivery to San Bernardino Valley occurs south of Silverwood Lake, after the water has been 
routed through the Devil Canyon Powerplant. (Figure 4) 
 
Under existing conditions, the SWP water delivered to San Bernardino Valley would travel downhill by 
gravity and generate electricity in the Devil Canyon Powerplant. CLAWA pumps uphill from Silverwood 
Lake in order to deliver water to their service area. There is no direct pipeline from San Bernardino Valley 
and CLAWA. Therefore, the return water that San Bernardino Valley would provide to CLAWA would be 
taken directly from Silverwood Lake.  
 
The hydropower facilities used by the SWP, San Bernardino Valley, and CLAWA would not be modified, 
and no new facilities would be constructed as part of this Project. The current Table A allocation for 
CLAWA is 5,800 AF and San Bernardino Valley is 102,600 AF. Once an annual Table A allocation is 
provided the SWP Contractors cannot exceed their respective allotted allocations. The timing and 
amount of excess carryover water CLAWA requests from San Bernardino may vary, therefore energy use 
throughout the above-mentioned hydropower facilities will vary. However, energy consumption and 

□ □ IZl □ 

□ □ IZl □ 
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costs were analyzed in the Water Management Tools FEIR with the current distribution and storage 
facilities and these components will not change. Therefore, the timing of energy use may vary, but will 
not exceed the maximum amount already determined by the maximum Table A allocations.   

Discussion 
 
6.a-b Less than Significant Impact. The proposed project would result in a multi-year water 

exchange program whereby San Bernardino Valley, at the request of CLAWA, would accept 
excess CLAWA carryover SWP water during periods when CLAWA is unable to accept delivery, 
and CLAWA would receive return water from San Bernardino Valley. Water received by San 
Bernardino Valley would be used within San Bernardino Valley’s service area, and return water, 
received by CLAWA from San Bernardino Valley, would be used within CLAWA’s service area. 
The proposed project would not change the amount of SWP water available for allocation to 
other SWP Contractors in any year and would not result in changes to the operation of the SWP.  
 
The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities. Further, the project would not involve changes to 
the maximum volume of allocated SWP water to either CLAWA or San Bernardino Valley, 
material changes to the operation of the SWP itself, or material changes to the existing use of 
CLAWA and San Bernardino Valley’s existing facilities. Proposed use of SWP water by CLAWA 
and San Bernardino Valley would also not change.  

 
The service areas of CLAWA and San Bernardino Valley are located near the southern extent of 
the SWP system, along the East Branch of the SWP. SWP water delivered to both CLAWA and 
San Bernardino Valley is lifted approximately 540 feet at the Pearblossom Pumping Plant before 
it flows into Silverwood Lake after passing through the Mojave Siphon Powerplant. CLAWA 
takes its SWP water directly out of Silverwood Lake. Delivery of SWP water into the CLAWA 
service area requires pumping, as CLAWA’s customers are all located at an elevation higher 
than Silverwood Lake. SWP water delivery to San Bernardino Valley occurs south of Silverwood 
Lake, after the water has been routed through the Devil Canyon Powerplant. Implementation of 
the proposed project would involve a reduction in energy consumption, and an increase in 
energy production, for the water that is transferred to San Bernardino Valley. This is because 
water transferred to San Bernardino Valley would not need to be pumped to a higher elevation 
into CLAWA’s service area and would instead generate energy as it passes through the Devil 
Canyon Powerplant. Return water to CLAWA would be SWP water diverted from Silverwood 
Lake, which would require pumping to a higher elevation.  
 
There may be changes to the frequency, duration, and timing of allocated Table A water to the 
SWP Contractors which could result in changes to energy use. Although the exact amount and 
timing of CLAWA’s request for their carryover water is not known at this time, the request for 
water will not exceed CLAWA’s Table A allocation of 5,800 AF. CLAWA will only be able to pump 
50% of the excess carryover water being stored by San Bernardino Valley. CLAWA can pump at 
any time and withdraw in any increment but they cannot exceed their Table A allocation of 5,800 
AF. Therefore, since the overall pumping from CLAWA will not exceed the 5,800 AF which is the  
Table A allocations for the SWP Contractors, this amount of water use is consistent and will not 
change from what has been analyzed in the Water Management Tools Final EIR. As such, there 
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will be no new facilities or expansion of existing facilities and therefore, long-term impacts of 
operating and maintaining new or modified facilities would not occur and there would be no 
inefficient, wasteful, or unnecessary long-term consumption of energy or changes in hydropower 
generation. Further, the proposed project would not conflict with or obstruct a state or local plan 
for renewable energy or energy efficiency and impacts related to energy would be less than 
significant. 
 

Energy Mitigation Measures 
 
Energy impacts resulting from the Project are less than significant; therefore, no mitigation is required.  

References 
 
California Department of Water Resources (DWR). 2021. Management of the California State 
Water Project Bulletin 132-2021 July 2024. https://water.ca.gov/programs/state-water-
project/management/bulletin-132. Accessed October 2024.  
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7 GEOLOGY AND SOILS. Would the project : 
a. Directly or indirectly cause potential substantial adverse 

effects, including the risk of loss, injury, or death involving:  
i. Rupture of a known earthquake fault, as delineated 

on the most recent Alquist-Priolo Earthquake Fault 
Zoning Map issued by the State Geologist for the 
area or based on other substantial evidence of a 
known fault? Refer to Division of Mines and Geology 
Special Publication 42. 

    

ii. Strong seismic ground shaking?      

iii. Seismic-related ground failure, including liquefaction?     

iv. Landslides?     
b. Result in substantial soil erosion or the loss of topsoil?      
c. Be located on a geologic unit or soil that is unstable, or that 

would become unstable as a result of the project, and 
potentially result in on- or off-site landslide, lateral 
spreading, subsidence, liquefaction or collapse?  

    

d. Be located on expansive soil, as defined in Table 18-1-B of 
the Uniform Building Code (1994), creating substantial risks 
to life or property? 

    

e. Have soils incapable of adequately supporting the use of 
septic tanks or alternative waste water disposal systems 
where sewers are not available for the disposal of waste 
water?  

    

f. Directly or indirectly destroy a unique paleontological 
resource or site or unique geologic feature?     

(Sources: Section 5.8, Geology, Soils, and Minerals of the Water Management Tools Final EIR, Project 
Description) 

Environmental Setting 
 
SWP conveyance facilities include water delivery facilities and service areas throughout the state of 
California. Because of the geographic expanse of the SWP system, facilities are located in areas that 
include a wide range of geological conditions, ranging from areas with low seismic activity to areas with 
more seismic activity. Geological conditions are considered by agencies when approving projects to 
reduce risks associated with geological characteristics of the local area.  
 
SWP facilities also experience varied climate, topography, land uses, and underlying soil materials that 
have different physical and chemical characteristics. Landforms include floodplains, basin rim/valley 
floor, terraces, foothills/mountains, and each of these landforms have varied soils.  
 
The service areas of both CLAWA and San Bernardino Valley are located within San Bernardino County 
which is subject to numerous seismic and geologic hazards such as seismic activity (earthquake-
induced phenomena, such as fault rupture, ground shaking, liquefaction, seismically-generated 
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subsidence, landslide/mudslide or mudflow), non-seismic subsidence, and erosion (San Bernardino 
County 2007). 

Discussion 
 
7.a.i-iv No Impact. The proposed project would result in a multi-year water exchange program whereby 

San Bernardino Valley, at the request of CLAWA, would accept excess CLAWA carryover SWP 
water during periods when CLAWA is unable to accept delivery, and CLAWA would receive 
return water from San Bernardino Valley. Water received by San Bernardino Valley would be 
used within San Bernardino Valley’s service area, and return water, received by CLAWA from 
San Bernardino Valley, would be used within CLAWA’s service area. The proposed project 
would not change the amount of SWP water available for allocation to other SWP Contractors in 
any year and would not result in changes to the operation of the SWP.  
 
The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities. Further, the project would not involve changes to 
the maximum volume of allocated SWP water to either CLAWA or San Bernardino Valley, 
material changes to the operation of the SWP itself, or material changes to the use of CLAWA 
and San Bernardino Valley’s existing facilities. Proposed use of SWP water by CLAWA and San 
Bernardino Valley would also not change. Therefore, because the proposed project would not 
result in activities that would cause direct or indirect adverse effects related to earthquakes, 
seismic activities, or landslides, there would be no impact. 

 
7.b  No Impact. The proposed project would result in a multi-year water exchange program whereby 

San Bernardino Valley, at the request of CLAWA, would accept excess CLAWA carryover SWP 
water during periods when CLAWA is unable to accept delivery, and CLAWA would receive 
return water from San Bernardino Valley. Water received by San Bernardino Valley would be 
used within San Bernardino Valley’s service area, and return water, received by CLAWA from 
San Bernardino Valley, would be used within CLAWA’s service area. The proposed project 
would not change the amount of SWP water available for allocation to other SWP Contractors in 
any year and would not result in changes to the operation of the SWP.  
 
The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities. Further, the project would not involve changes to 
the maximum volume of allocated SWP water to either CLAWA or San Bernardino Valley, 
material changes to the operation of the SWP itself, or material changes to the existing use of 
CLAWA and San Bernardino Valley’s existing facilities. Proposed use of SWP water by CLAWA 
and San Bernardino Valley would also not change. Therefore, because the proposed project 
would not result in exposure of soils to erosion or loss of topsoil, there would be no impact. 

 
7.c-d  No Impact. The study area encompasses many areas subject to unstable or expansive soils 

under existing conditions. However, for the reasons described previously, implementation of the 
proposed project would not result in new structures or activities located on unstable or 
expansive soils and there would be no impact. 
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7.e No Impact. The proposed project would not include the use of septic tanks or alternative 
wastewater disposal systems and there would be no impact. 

 
7.f  No Impact. As described previously, the proposed project would not result in any ground 

disturbing activities, and, therefore, there would be no impact on paleontological resources. 
 

References 
 

San Bernardino County, County of San Bernardino 2007 General Plan. Amended April 24, 2014. 
(Available at http://www.sbcounty.gov/Uploads/lus/GeneralPlan/FINALGP.pdf, accessed November 
2024.)  
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8. GREENHOUSE GAS EMISSIONS. Would the project: 
a. Generate greenhouse gas emissions, either directly or 

indirectly, that may have a significant impact on the 
environment? 

    

b. Conflict with an applicable plan, policy or regulation 
adopted for the purpose of reducing the emissions of 
greenhouse gases?  

    

(Sources: Section 5.9, Greenhouse Gas Emissions of the Water Management Tools Final EIR, including 
information from DWR’s Greenhouse Gas Emissions Reduction Plan (GGERP) Update 2020 to reduce 
greenhouse gas emissions; Project Description). 

Environmental Setting 
 
“Global warming” and “global climate change” are terms used to characterize the increase in the 
average temperature of the earth’s near-surface air and oceans since the mid-20th century and its 
projected continuation. Natural processes, such as solar radiation and volcanoes, also contribute to the 
creation of this warming. Global warming/climate change is the result of greenhouse gases (GHGs) that 
trap heat in the atmosphere and prevent the reflection of solar radiation back into space. While some of 
these GHGs occur naturally, over the past 100 years, human activities have substantially increased the 
concentration of GHGs (Carbon dioxide (CO2), methane (CH4), nitrous oxide (N2O), hydrofluorocarbons 
(HFCs), perfluorocarbons (PFCs), and sulfur hexafluoride (SF6)) in our atmosphere which has increased 
average global temperatures. The source of these GHGs are largely from the combustion of fossil fuels, 
off-gassing, natural gas leaks from pipelines and industrial process, and incomplete combustion, 
agricultural practices, landfills, energy providers, and other facilities. 
 
CO2 is the reference gas for climate change because it is the predominant GHG emitted. The effect that 
each gas can have on global warming is a combination of the mass of their emissions and their global 
warming potential (GWP). GWP indicates, on a volume basis, how much a gas contributes to global 
warming relative to how much warming would be predicted to be caused by the same mass of CO2. CH4 
and N2O are substantially more potent GHGs than CO2, with 100-year GWPs of 25 and 298 times that of 
CO2, respectively (CARB, 2020). 
 
In emissions inventories, GHG emissions are generally reported in metric tons of CO2 equivalents 
(MTCO2e). CO2e is calculated as the product of the mass emitted of a given GHG and its specific GWP. 
While CH4 and N2O have much higher GWPs than CO2, CO2 is emitted in such vastly higher quantities 
that it accounts for the majority of GHG emissions, both from residential developments and from human 
activity. 

Discussion 
 
8.a-b Less Than Significant Impact. The proposed project would result in a multi-year water 

exchange program whereby San Bernardino Valley, at the request of CLAWA, would accept 
excess CLAWA carryover SWP water during periods when CLAWA is unable to accept delivery, 

□ □ ~ □ 
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and CLAWA would receive return water from San Bernardino Valley. Water received by San 
Bernardino Valley would be used within San Bernardino Valley’s service area, and return water, 
received by CLAWA from San Bernardino Valley, would be used within CLAWA’s service area. 
The proposed project would not change the amount of SWP water available for allocation to 
other SWP Contractors in any year and would not result in changes to the operation of the SWP.  
 
The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities therefore, there would be no short-term impact that 
would cause an increase in GHG emissions. Further, the project would not involve changes to 
the maximum volume of allocated SWP water to either CLAWA or San Bernardino Valley, 
material changes to the operation of the SWP itself (including implementation of the GGERP), or 
material changes to the use of CLAWA and San Bernardino Valley’s existing facilities. Proposed 
use of SWP water by CLAWA and San Bernardino Valley would also not change. Therefore, the 
proposed project would not result in changes to operations or maintenance of existing facilities 
that could increase GHG emissions. Further, because the transfer of excess CLAWA SWP water 
to SBVMWD would result in less pumping (because the water would not need to be pumped to a 
higher elevation to CLAWA’s service area), the proposed project would not result in a long-term  
increase in energy use. Consequently, the proposed project would not result in an increase in 
GHG emissions, nor would the proposed project conflict with any applicable plan, policy, or 
regulation adopted for the purpose of reducing GHG emissions and the impacts would be less 
than significant. 

References 
 
California Air Resources Board (CARB). 2024. 2000-2022 GHG Inventory (2024 Edition). 
https://ww2.arb.ca.gov/ghg-inventory-data. Accessed October, 2024. 
 
Department of Water Resources (DWR). 2012. Final Climate Action Plan  
Phase I: Greenhouse Gas Emissions Reduction Plan (GGERP) (Updated 2023). https://water.ca.gov/-
/media/DWR-Website/Web-Pages/Programs/All-Programs/Climate-Change-Program/Climate-Action-
Plan/Files/Exhibit-C-CAP-Phase-1-Update-2023.pdf. Accessed November 2024.  
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9. HAZARDS AND HAZARDOUS MATERIALS. Would the project: 
a. Create a significant hazard to the public or the environment 

through the routine transport, use, or disposal of hazardous 
materials? 

    

b. Create a significant hazard to the public or the environment 
through reasonably foreseeable upset and accident 
conditions involving the release of hazardous materials into 
the environment?  

    

c. Emit hazardous emissions or handle hazardous or acutely 
hazardous materials, substances, or waste within one-
quarter mile of an existing or proposed school?  

    

d. Be located on a site which is included on a list of 
hazardous materials sites compiled pursuant to 
Government Code Section 65962.5 and, as a result, would 
it create a significant hazard to the public or the 
environment?  

    

e. For a project located within an airport land use plan or, 
where such a plan has not been adopted, within two miles 
of a public airport or public use airport, would the project 
result in a safety hazard or excessive noise for people 
residing or working in the project area?  

    

f. Impair implementation of or physically interfere with an 
adopted emergency response plan or emergency 
evacuation plan? 

    

g. Expose people or structures, either directly or indirectly, to 
a significant risk of loss, injury or death involving wildland 
fires?  

    

(Sources: Section 5.11, Hazards and Hazardous Materials of the Water Management Tools Final EIR, 
Project Description). 

Environmental Setting 
 
The proposed project study area includes the SWP service area, which includes the service areas of 
CLAWA and San Bernardino Valley. The SWP service area includes water delivery facilities and 
service areas throughout the state of California in environments ranging from rural to urban with 
a wide range of use of various hazardous materials. 
 
Materials and waste may be considered hazardous if they are poisonous (toxicity), can be ignited by 
open flame (ignitability), corrode other materials (corrosivity), or react violently, explode or generate 
vapors when mixed with water (reactivity). The term “hazardous material” is defined in law as any 
material that, because of quantity, concentration, or physical or chemical characteristics, poses a 
significant present or potential hazard to human health and safety or to the environment1. In some cases, 
past uses can result in spills or leaks of hazardous materials to the ground, resulting in soil and 

 
 
1 State of California, Health and Safety Code, Chapter 6.95, Section 25501(o). 
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groundwater contamination. The use, storage, transportation, and disposal of hazardous materials are 
subject to numerous federal, State, and local laws and regulations. 
 
The San Bernardino Valley service area spans multiple municipalities and is primarily located within a 
Local Responsibility Area (LRA) where each city is responsible for fire suppression within their respective 
boundaries. The CLAWA service area is located within a Federal Responsibility Area (FRA). The CLAWA 
service area, and the northern perimeter of the San Bernardino Valley service area are located in areas of 
very high wildfire risk (CAL FIRE 2024). 

Discussion 
 
9.a-b  No Impact. The proposed project would result in a multi-year water exchange program whereby 

San Bernardino Valley, at the request of CLAWA, would accept excess CLAWA carryover SWP 
water during periods when CLAWA is unable to accept delivery, and CLAWA would receive 
return water from San Bernardino Valley. Water received by San Bernardino Valley would be 
used within San Bernardino Valley’s service area, and return water, received by CLAWA from 
San Bernardino Valley, would be used within CLAWA’s service area. The proposed project 
would not change the amount of SWP water available for allocation to other SWP Contractors in 
any year and would not result in changes to the operation of the SWP.  
 
The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities. Further, the project would not involve changes to 
the maximum volume of allocated SWP water to either CLAWA or San Bernardino Valley, 
material changes to the operation of the SWP itself, or material changes to the use of CLAWA 
and San Bernardino Valley’s existing facilities. Proposed use of SWP water by CLAWA and San 
Bernardino Valley would also not change.  
 
Because the proposed project would not require new construction and/or 
alteration/improvements to existing facilities, and there would be no change to the operation of 
the SWP itself, or changes to the use of CLAWA and San Bernardino Valley’s existing facilities, 
the project would not create a significant hazard to the public or environment through the routine 
transport, use, or disposal of hazardous materials. The proposed project also would not create a 
significant hazard to the public or the environment through reasonably foreseeable upset and 
accident conditions involving the release of hazardous materials into the environment. 
Consequently, there would be no impact. 
 

9.c No Impact. Because the proposed project would not require new construction and/or 
alteration/improvements to existing facilities, and there would be no change to the operation of 
the SWP itself, or changes to the use of CLAWA and San Bernardino Valley’s existing facilities, 
the project would not result in changes to hazardous emissions, the handling of hazardous or 
acutely hazardous materials, substances, or waste within one-quarter mile of an existing or 
proposed school. Consequently, there would be no impact.  

 
9.d. No Impact. Because the proposed project would not require new construction and/or 

alteration/improvements to existing facilities, the project would not be located on a site which is 
included on a list of hazardous materials sites compiled pursuant to Government Code Section 
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65962.5 and, would it create a significant hazard to the public or the environment. 
Consequently, there would be no impact. 

 
9.e. No Impact. Because the proposed project would not require new construction and/or 

alteration/improvements to existing facilities, and there would be no change to the operation of 
the SWP itself, or changes to the use of CLAWA and San Bernardino Valley’s existing facilities, 
the project would not result in a safety hazard or excessive noise for people residing or working 
in the project area. Consequently, there would be no impact. 

 
9.f. No Impact. Because the proposed project would not require new construction and/or 

alteration/improvements to existing facilities, and there would be no change to the operation of 
the SWP itself, or changes to the use of CLAWA and San Bernardino Valley’s existing facilities, 
the project would not impair the implementation of, or physically interfere with an adopted 
emergency response plan or emergency evacuation plan. Consequently, there would be no 
impact. 

 
9.g. No Impact. Because the proposed project would not require new construction and/or 

alteration/improvements to existing facilities, and there would be no change to the operation of 
the SWP itself, or changes to the use of CLAWA and San Bernardino Valley’s existing facilities, 
the project would not expose people or structures, either directly or indirectly, to a significant 
loss, injury, or death involving wildland fires. Consequently, there would be no impact. 
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10. HYDROLOGY AND WATER QUALITY. Would the project: 
a. Violate any water quality standards or waste discharge 

requirements or otherwise substantially degrade surface or 
groundwater quality? 

    

b. Substantially decrease groundwater supplies or interfere 
substantially with groundwater recharge such that the 
project may impede sustainable groundwater management 
of the basin? 

    

c. Substantially alter the existing drainage pattern of the site 
or area, including through the alteration of the course of a 
stream or river or through the addition of impervious 
surfaces, in a manner which would: 

    

i. result in substantial erosion or siltation on- or off-site;     
ii. substantially increase the rate or amount of surface 

runoff in a manner which would result in flooding on- or 
offsite; 

    

iii. create or contribute runoff water which would exceed 
the capacity of existing or planned stormwater 
drainage systems or provide substantial additional 
sources of polluted runoff; or 

    

iv. impede or redirect flood flows?     
d. In flood hazard, tsunami, or seiche zones, risk release of 

pollutants due to project inundation?     

e. Conflict with or obstruct implementation of a water quality 
control plan or sustainable groundwater management plan?     

(Sources: Section 5.10, Groundwater Hydrology and Water Quality of the Water Management Tools Final 
EIR, Project Description). 

Environmental Setting 
 
SWP conveyance facilities include water delivery facilities and service areas throughout the State of 
California. These facilities include the use of natural stream channels in Northern California that deliver 
water to the Delta. Water is then pumped to the California Aqueduct system for delivery to Contractors 
located south of the Delta. The SWP facilities are located in the Sacramento River Hydrologic Region, 
San Joaquin River Hydrologic Region, the Tulare Lake Hydrologic Region, the Delta Region (including 
the San Francisco Bay area watersheds), Central Coast Hydrologic Region, and the Southern California 
region (including the Colorado River, Lahontan, and South Coast hydrologic regions). More than 70 
percent of California’s groundwater extraction occurs in the Central Valley from Tulare Lake, San 
Joaquin River, and Sacramento River hydrologic regions combined. Regional and statewide surface and 
groundwater quality are monitored and regulated through numerous State regulatory agencies. 
 
Variability and uncertainty are the dominant characteristics of California’s water resources.  
Precipitation is the primary source of California’s water supply. Precipitation in California varies greatly 
from year to year, by season, and geographically throughout the State. To cope with this hydrologic 
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variability and also manage floods during wet years, State, federal, and local agencies have constructed 
a vast interconnected system of surface reservoirs, aqueducts, and water diversion facilities over the last 
hundred years. These projects have worked together to make water available at the right places and 
times and to move floodwaters. In the past, this system has allowed California to meet most of its 
agricultural and urban water management objectives and flood management objectives (DWR, 2023). 
 
The CLAWA and San Bernardino Valley service areas are in San Bernardino County. CLAWA’s service 
area is located within the San Bernardino Mountains and SWP supplies are the principal source of water 
supply to CLAWA. The local water suppliers within CLAWA’s service area also rely on local fractured 
bedrock wells and surface water.  
 
San Bernardino Valley’s service area is located within the valley area of southwest San Bernardino 
County. Surface water is the principal source of water supply in this area (representing approximately 
67%) and is used conjunctively with surface water returned to the groundwater aquifer, and imported 
SWP water (San Bernardino County 2007). 

 
The timing of  when CLAWA will access the carryover excess water from San Bernardino Valley are not 
known. Exchanges may be used more frequently to respond to variations in climate, and hydrology, 
such as during dry-years. Regardless, the proposed exchange agreement dictates that CLAWA and San 
Bernardino Valley would not exceed their annual Table A allocations and that the exchange of water was 
already contemplated in the Water Management Tools FEIR.  

Discussion 
 
10.a. No Impact. The proposed project would result in a multi-year water exchange program whereby 

San Bernardino Valley, at the request of CLAWA, would accept excess CLAWA carryover SWP 
water during periods when CLAWA is unable to accept delivery, and CLAWA would receive 
return water from San Bernardino Valley. Water received by San Bernardino Valley would be 
used within San Bernardino Valley’s service area, and return water, received by CLAWA from 
San Bernardino Valley, would be used within CLAWA’s service area. The proposed project 
would not change the amount of SWP water available for allocation to other SWP Contractors in 
any year and would not result in changes to the operation of the SWP.  
 
The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities. Therefore, there would be no increase to 
impervious surface cover, and therefore, no change in groundwater recharge potential or effect 
to groundwater quality. There would be no construction-related discharge of pollutants that 
could travel to underlying aquifers and degrade local groundwater quality. Further, the project 
would not involve changes to the maximum volume of allocated SWP water to either CLAWA or 
San Bernardino Valley, material changes to the operation of the SWP itself, or material changes 
to the use of CLAWA and San Bernardino Valley’s existing facilities. Proposed use of SWP water 
by CLAWA and San Bernardino Valley would also not change. Because the proposed project 
would not require new construction and/or alteration/improvements to existing facilities, and 
there would be no change to the operation of the SWP itself, or changes to the use of CLAWA 
and San Bernardino Valley’s existing facilities, the project would not violate water quality 
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standards, waste discharge requirements, or degrade surface or groundwater quality. 
Consequently, there would be no impact.  
 

10.b. No Impact. Because the proposed project would not require new construction and/or 
alteration/improvements to existing facilities, and there would be no change to the operation of 
the SWP itself, or changes to the use of CLAWA and San Bernardino Valley’s existing facilities. 
There would be no increase in impervious surface cover, and therefore, no change in 
groundwater recharge potential that would impede sustainable groundwater management of the 
basin. The project would not decrease groundwater supplies or interfere with groundwater 
recharge, and there would be no impact.  

 
10.c.i-iv.No Impact. Because the proposed project would not require new construction and/or 

alteration/improvements to existing facilities, and there would be no change to the operation of 
the SWP itself, or changes to the use of CLAWA and San Bernardino Valley’s existing facilities. 
there would be no construction-related discharge of pollutants surface or ground waters. Long-
term impacts of operating and maintaining these facilities would not occur and there would be 
no release of pollutants into surface or ground waters that could violate any water quality 
standards or waste discharge requirements or substantially degrade water quality in the long-
term. There would be no change to existing drainage patterns, including the course of a stream 
or river or through the addition of impervious surfaces, and there would be no impact.  

 
10.d. No Impact. Because the proposed project would not require new construction and/or 

alteration/improvements to existing facilities, and there would be no change to the operation of 
the SWP itself, or changes to the use of CLAWA and San Bernardino Valley’s existing facilities, 
there would be no change in risk of hazardous materials release from flood hazard, tsunami, or 
seiche zones, or risk of release of pollutants due to project inundation. Consequently, there 
would be no impact. 

 
10.e. No Impact. Because the proposed project would not require new construction and/or 

alteration/improvements to existing facilities, and there would be no change to the operation of 
the SWP itself, or changes to the use of CLAWA and San Bernardino Valley’s existing facilities, 
the project would not conflict with or obstruct implementation of a water quality control plan or 
sustainable groundwater management plan, and there would be no impact.  

References 
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11. LAND USE PLANNING. Would the project 
a. Physically divide an established community?     

b. Conflict with any applicable land use plan, policy, or 
regulation of an agency with jurisdiction over the project 
(including, but not limited to the general plan, specific plan, 
local coastal program, or zoning ordinance) adopted for the 
purpose of avoiding or mitigating an environmental effect?  

    

(Sources: Section 5.12, Land Use and Planning of the Water Management Tools Final EIR, Project 
Description). 

Environmental Setting 
 
The SWP conveyance facilities are located throughout the State of California, within areas of varying 
land use designations. Land uses within the CLAWA service area are primarily open space, residential, 
and commercial uses. Land uses within the San Bernardino Valley service area are primarily residential, 
commercial, and industrial / business.  

Discussion 
 
11.a-b. No Impact. The proposed project would result in a multi-year water exchange program whereby 

San Bernardino Valley, at the request of CLAWA, would accept excess CLAWA carryover SWP 
water during periods when CLAWA is unable to accept delivery, and CLAWA would receive 
return water from San Bernardino Valley. Water received by San Bernardino Valley would be 
used within San Bernardino Valley’s service area, and return water, received by CLAWA from 
San Bernardino Valley, would be used within CLAWA’s service area. The proposed project 
would not change the amount of SWP water available for allocation to other SWP Contractors in 
any year and would not result in changes to the operation of the SWP.  
 
The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities. Further, the project would not involve changes to 
the maximum volume of allocated SWP water to either CLAWA or San Bernardino Valley, 
material changes to the operation of the SWP itself, or material changes to the use of CLAWA 
and San Bernardino Valley’s existing facilities. Proposed use of SWP water by CLAWA and San 
Bernardino Valley would also not change. Because the proposed project would not require new 
construction and/or alteration/improvements to existing facilities, and there would be no change 
to the operation of the SWP itself, or changes to the use of CLAWA and San Bernardino Valley’s 
existing facilities, the project would physically divide an established community, or conflict with 
any applicable land use plan, policy, or regulation. Consequently, there would be no impact.  
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12. MINERAL RESOURCES. Would the project: 
a. Result in the loss of availability of a known mineral resource 

that would be of value to the region and the residents of the 
state? 

    

b. Result in the loss of availability of a locally-important 
mineral resource recovery site delineated on a local general 
plan, specific plan, or other land use plan? 

    

(Sources: Section 5.8, Geology, Soils, and Minerals of the Water Management Tools Final EIR, Project 
Description, DOC). 

Environmental Setting 
 
The SWP conveyance facilities span a large portion of California and are located within varied geological 
formations and regions. Across the State the formations and regions contain multiple types of mineral 
resources including gold, silver, iron, clays, bentonite clay, aggregate, feldspar, gemstones, gypsum, 
iron ore (used in cement manufacturing), lime, magnesium compounds, perlite, pumice, salt, soda ash, 
and zeolites (DOC 2015). 
 
The CLAWA and San Bernardino Valley service areas are located in San Bernardino County which has 
many existing mineral resource operations. Some of the area’s valuable mineral resources include 
Volcanic Cinder, Rare Earth, Clays, Sand, Gravel, Limestone, Saline Compounds, Silica, Gold, Silver, 
Talc, Alumina and others (San Bernardino County 2007).  

Discussion 
 
12.a-b. No Impact. The proposed project would result in a multi-year water exchange program whereby 

San Bernardino Valley, at the request of CLAWA, would accept excess CLAWA carryover SWP 
water during periods when CLAWA is unable to accept delivery, and CLAWA would receive 
return water from San Bernardino Valley. Water received by San Bernardino Valley would be 
used within San Bernardino Valley’s service area, and return water, received by CLAWA from 
San Bernardino Valley, would be used within CLAWA’s service area. The proposed project 
would not change the amount of SWP water available for allocation to other SWP Contractors in 
any year and would not result in changes to the operation of the SWP.  
 
The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities. Further, the project would not involve changes to 
the maximum volume of allocated SWP water to either CLAWA or San Bernardino Valley, 
material changes to the operation of the SWP itself, or material changes to the use of CLAWA 
and San Bernardino Valley’s existing facilities. Proposed use of SWP water by CLAWA and San 
Bernardino Valley would also not change. Because the proposed project would not require new 
construction and/or alteration/improvements to existing facilities, and there would be no change 
to the operation of the SWP itself, or changes to the use of CLAWA and San Bernardino Valley’s 
existing facilities, the project would not result in the loss of availability of mineral resources, 
including locally important mineral resources. Consequently, there would be no impact.  

□ □ □ ~ 

□ □ □ ~ 
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13. NOISE. Would the project result in: 
a. Generation of a substantial temporary or permanent 

increase in ambient noise levels in the vicinity of the project 
in excess of standards established in the local general plan 
or noise ordinance, or applicable standards of other 
agencies?  

    

b. Generation of excessive groundborne vibration or 
groundborne noise levels?     

c. For a project located within an airport land use plan or, 
where such a plan has not been adopted, within two miles 
of a public airport or public use airport, would the project 
expose people residing or working in the project area to 
excessive noise levels?  

    

(Sources: Section 5.13, Noise of the Water Management Tools Final EIR, Project Description). 

Environmental Setting 
 
The SWP conveyance facilities span a large portion of California, and the CLAWA and San Bernardino 
Valley service areas are located within San Bernardino County. Land uses across the SWP, CLAWA, and 
San Bernardino Valley service areas vary (e.g., residential, industrial, commercial / business, and open 
space), with each land use producing a range of noise sources. Noise sources within these land uses 
may include roadway traffic, railroads, and airports, with roadway traffic being the most substantial 
source due to its consistent nature compared to the periodic noise from railroads and airports. 
Stationary sources of noise are also associated with industrial, commercial, and mining operations. 
 
Major roadways within San Bernardino County include Interstate 15 (I-15), I-10, I-215, and State Route 
60 (SR-60) and SR-91. There are a number of airports within San Bernadino County, including San 
Bernardino International Airport. Railroads also run through San Bernardino County. 

Discussion 
 
13.a-c. No Impact. The proposed project would result in a multi-year water exchange program whereby 

San Bernardino Valley, at the request of CLAWA, would accept excess CLAWA carryover SWP 
water during periods when CLAWA is unable to accept delivery, and CLAWA would receive 
return water from San Bernardino Valley. Water received by San Bernardino Valley would be 
used within San Bernardino Valley’s service area, and return water, received by CLAWA from 
San Bernardino Valley, would be used within CLAWA’s service area. The proposed project 
would not change the amount of SWP water available for allocation to other SWP Contractors in 
any year and would not result in changes to the operation of the SWP.  

 
The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities. Further, the project would not involve changes to 
the maximum volume of allocated SWP water to either CLAWA or San Bernardino Valley, 
material changes to the operation of the SWP itself, or material changes to the use of CLAWA 
and San Bernardino Valley’s existing facilities. Proposed use of SWP water by CLAWA and San 

□ □ □ ~ 

□ □ □ ~ 
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Bernardino Valley would also not change. Because the proposed project would not require new 
construction and/or alteration/improvements to existing facilities, and there would be no change 
to the operation of the SWP itself, or changes to the use of CLAWA and San Bernardino Valley’s 
existing facilities, the project would not result in an increase in ambient noise levels, 
groundborne vibration or noise levels that could result in exceeding standards established in a 
local general plan, noise ordinance, applicable standard of other agencies, or within a private 
airstrip or an airport land use plan. Consequently, no impact would occur. 
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14. POPULATION AND HOUSING. Would the project: 
a. Induce substantial unplanned population growth in an area, 

either directly (for example, by proposing new homes and 
businesses) or indirectly (for example, through extension of 
roads or other infrastructure)? 

    

b. Displace substantial numbers of existing housing, 
necessitating the construction of replacement housing 
elsewhere? 

    

(Sources: Section 5.14, Population, Employment, and Housing of the Water Management Tools Final EIR, 
Project Description). 

Environmental Setting 
 
As of 2020, there were approximately 331.4 million people in the State of California (Census 2020). Two 
of every three Californians receives drinking water from the SWP, that is approximately 27 million people 
receive a portion of their drinking water from the SWP across the State as of April 23, 2024 an increase 
would provide an additional 420,000 acre-feet of water, enough water to serve an estimated additional 
1.5 million households for a year. (DWR 2024). The population of San Bernardino County is 
approximately 2.18 million. 

Discussion 
 
14.a-b. No Impact. The proposed project would result in a multi-year water exchange program whereby 

San Bernardino Valley, at the request of CLAWA, would accept excess CLAWA carryover SWP 
water during periods when CLAWA is unable to accept delivery, and CLAWA would receive 
return water from San Bernardino Valley. Water received by San Bernardino Valley would be 
used within San Bernardino Valley’s service area, and return water, received by CLAWA from 
San Bernardino Valley, would be used within CLAWA’s service area. The proposed project 
would not change the amount of SWP water available for allocation to other SWP Contractors in 
any year and would not result in changes to the operation of the SWP.  

 
The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities. Further, the project would not involve changes to 
the maximum volume of allocated SWP water to either CLAWA or San Bernardino Valley, 
material changes to the operation of the SWP itself, or material changes to the use of CLAWA 
and San Bernardino Valley’s existing facilities. Proposed use of SWP water by CLAWA and San 
Bernardino Valley would also not change. Because the proposed project would not require new 
construction and/or alteration/improvements to existing facilities, and there would be no change 
to the operation of the SWP itself, or changes to the use of CLAWA and San Bernardino Valley’s 
existing facilities, the project would not result in housing being constructed or the extension of 

□ □ □ ~ 
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roads or other infrastructure. Further, the project would not displace housing or people. 
Consequently, there would be no impact.  
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15. PUBLIC SERVICES. Would the project: 
Would the project result in substantial adverse physical impacts 
associated with the provision of new or physically altered 
governmental facilities, need for new or physically altered 
governmental facilities, the construction of which could cause 
significant environmental impacts, in order to maintain 
acceptable service ratios, response times or other performance 
objectives for any of the public services:     
a. Fire protection?      

b. Police protection?     

c. Schools?      

d. Parks?      

e. Other public facilities?      

(Sources: Section 5.15, Public Services and Recreation of the Water Management Tools Final EIR, 
Project Description). 

Environmental Setting 
 
Public services consist of physical assets and community services important to maintaining the welfare 
and livability of a community. Public services include police and fire protection, schools, the provisions 
of parks and recreation facilities. The SWP service area, which includes the service areas of CLAWA and 
San Bernardino Valley includes numerous public services, including federal, state, and local police and 
fire protection stations and units, public and private schools, and parks. 

Discussion 
 
15.a-e. No Impact. The proposed project would result in a multi-year water exchange program whereby 

San Bernardino Valley, at the request of CLAWA, would accept excess CLAWA carryover SWP 
water during periods when CLAWA is unable to accept delivery, and CLAWA would receive 
return water from San Bernardino Valley. Water received by San Bernardino Valley would be 
used within San Bernardino Valley’s service area, and return water, received by CLAWA from 
San Bernardino Valley, would be used within CLAWA’s service area. The proposed project 
would not change the amount of SWP water available for allocation to other SWP Contractors in 
any year and would not result in changes to the operation of the SWP.  

 
The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities. Further, the project would not involve changes to 
the maximum volume of allocated SWP water to either CLAWA or San Bernardino Valley, 
material changes to the operation of the SWP itself, or material changes to the use of CLAWA 
and San Bernardino Valley’s existing facilities. Proposed use of SWP water by CLAWA and San 
Bernardino Valley would also not change. Because the proposed project would not result in new 
housing or an increase in population within CLAWA or San Bernardino Valley’s service areas, 

□ □ □ [;8J 
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there would be no increase in demand for public services. Consequently, there would be no 
impact.  

References 
 
San Bernardino County, County of San Bernardino 2007 General Plan. Amended April 24, 2014. 
(Available at http://www.sbcounty.gov/Uploads/lus/GeneralPlan/FINALGP.pdf, accessed November 
2024.).  
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16. RECREATION.  
a. Would the project increase the use of existing 

neighborhood and regional parks or other recreational 
facilities such that substantial physical deterioration of the 
facility would occur or be accelerated? 

    

b. Does the project include recreational facilities or require the 
construction or expansion of recreational facilities which 
might have an adverse physical effect on the environment?  

    

(Sources: Section 5.15, Public Services and Recreation of the Water Management Tools Final EIR, 
Project Description). 

Environmental Setting 
 
The SWP service area, which includes the service areas of CLAWA and San Bernardino Valley supports 
an abundance of recreational resources and opportunities including, but not limited to, biking, boating, 
golfing, hiking, horseback riding, off-road trails, hunting, fishing, camping, bicycling, and swimming. 

Discussion 
 
16.a-b. No Impact. The proposed project would result in a multi-year water exchange program whereby 

San Bernardino Valley, at the request of CLAWA, would accept excess CLAWA carryover SWP 
water during periods when CLAWA is unable to accept delivery, and CLAWA would receive 
return water from San Bernardino Valley. Water received by San Bernardino Valley would be 
used within San Bernardino Valley’s service area, and return water, received by CLAWA from 
San Bernardino Valley, would be used within CLAWA’s service area. The proposed project 
would not change the amount of SWP water available for allocation to other SWP Contractors in 
any year and would not result in changes to the operation of the SWP.  

 
The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities. Further, the project would not involve changes to 
the maximum volume of allocated SWP water to either CLAWA or San Bernardino Valley, 
material changes to the operation of the SWP itself, or material changes to the use of CLAWA 
and San Bernardino Valley’s existing facilities. Proposed use of SWP water by CLAWA and San 
Bernardino Valley would also not change. Because the proposed project would not result in an 
increase in the use of existing recreational facilities or require the construction or expansion of 
recreational facilities. Consequently, there would be no impact.  

References 
 
San Bernardino County, County of San Bernardino 2007 General Plan. Amended April 24, 2014. 
(Available at http://www.sbcounty.gov/Uploads/lus/GeneralPlan/FINALGP.pdf, accessed November 
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17. TRANSPORTATION. Would the project: 
a. Conflict with a program, plan, ordinance or policy 

addressing the circulation system, including transit, 
roadway, bicycle and pedestrian facilities? 

    

b. Would the project conflict or be inconsistent with CEQA 
Guidelines section 15064.3, subdivision (b)?     

c. Substantially increase hazards due to a design feature (e.g., 
sharp curves or dangerous intersections) or incompatible 
uses (e.g., farm equipment)?  

    

d. Result in inadequate emergency access?     
(Sources: Section 5.18, Transportation of the Water Management Tools Final EIR, Project Description). 

Environmental Setting 
 
The SWP service area, which includes the service areas of CLAWA and San Bernardino Valley has a 
comprehensive transportation system supporting multiple transportation and circulation conditions and 
includes state and federal highways, local roads, collector streets, urban arterials, rural highways and 
streets, railroads, airports, and pedestrian, bicycle, and transit facilities. 

Discussion 
 
17.a-d. No Impact. The proposed project would result in a multi-year water exchange program whereby 

San Bernardino Valley, at the request of CLAWA, would accept excess CLAWA carryover SWP 
water during periods when CLAWA is unable to accept delivery, and CLAWA would receive 
return water from San Bernardino Valley. Water received by San Bernardino Valley would be 
used within San Bernardino Valley’s service area, and return water, received by CLAWA from 
San Bernardino Valley, would be used within CLAWA’s service area. The proposed project 
would not change the amount of SWP water available for allocation to other SWP Contractors in 
any year and would not result in changes to the operation of the SWP.  

 
The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities. Further, the project would not involve changes to 
the maximum volume of allocated SWP water to either CLAWA or San Bernardino Valley, 
material changes to the operation of the SWP itself, or material changes to the use of CLAWA 
and San Bernardino Valley’s existing facilities. Proposed use of SWP water by CLAWA and San 
Bernardino Valley would also not change. The proposed project would not conflict with a 
program, plan, ordinance or policy, conflict with CEQA Guidelines section 15064.3 subdivision 
(b), substantially increase hazards to a geometric design feature or incompatible uses, or result 
in inadequate emergency access; consequently, there would be no impact.  
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18.  TRIBAL CULTURAL RESOURCES. Would the project cause a substantial adverse change in the 
significance of a tribal cultural resources, defined in Public Resources Code Section 21074 as either a site, 
feature, place, cultural landscape that is geographically defined in terms of the size and scope of the landscape, 
sacred place, or object with cultural value to a California Native American tribe, and that: 

a. Listed or eligible for listing in the California Register of 
Historical Resources, or in a local register of historical 
resources as defined in Public Resources Code section 
5020.1(k), or 

    

b. A resource determined by the lead agency, in its discretion 
and supported by substantial evidence, to be significant 
pursuant to criteria set forth in subdivision (c) of Public 
Resources Code Section 5024.1. In applying the criteria set 
forth in subdivision (c) of Public Resource Code Section 
5024.1, the lead agency shall consider the significance of 
the resource to a California Native American tribe. 

    

(Sources: Section 5.17, Tribal Cultural Resources of the Water Management Tools Final EIR, , Project 
Description, AB 52 Consultation Process). 

Environmental Setting 
 
Tribal cultural resources are defined in Public Resources Code Section 21074, are sites, features, 
places, cultural landscapes, sacred places, and objects with cultural value to a California Native 
American tribe that are listed, determined to be eligible for listing, on the national, state, or local register 
of historical resources. These resources can include both prehistoric archaeological sites and Native 
American human remains and can be found in areas below historic soil disturbance.  

Discussion 
 
18.a-b. No Impact. The proposed project would result in a multi-year water exchange program whereby 

San Bernardino Valley, at the request of CLAWA, would accept excess CLAWA carryover SWP 
water during periods when CLAWA is unable to accept delivery, and CLAWA would receive 
return water from San Bernardino Valley. Water received by San Bernardino Valley would be 
used within San Bernardino Valley’s service area, and return water, received by CLAWA from 
San Bernardino Valley, would be used within CLAWA’s service area. The proposed project 
would not change the amount of SWP water available for allocation to other SWP Contractors in 
any year and would not result in changes to the operation of the SWP.  

 
The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities. Further, the project would not involve changes to 
the maximum volume of allocated SWP water to either CLAWA or San Bernardino Valley, 
material changes to the operation of the SWP itself, or material changes to the use of CLAWA 
and San Bernardino Valley’s existing facilities. Proposed use of SWP water by CLAWA and San 
Bernardino Valley would also not change.  
 

□ □ □ ~ 

□ □ □ ~ 
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San Bernardino Valley, on behalf of CLAWA, submitted a request to the Native American 
Heritage Commission (NAHC) requesting a consultation list of tribes that are traditionally and 
culturally affiliated with the Project’s geographic area. Subsequently, on July 24, 2024, pursuant 
to AB 52, San Bernardino Valley provided “Notification of Tribal Consultation Opportunity” via 
certified/overnight mail on July 24, 2024, to all tribes listed by the NAHC on their supplied 
consultation list. A total of 20 tribes were notified. 

 
As of October 7, 2024, responses were received from five tribes (Agua Caliente Band of Cahuilla 
Indians, Augustine Band of Cahuilla Indians, Morongo Band of Mission Indians, Rincon Band of 
Luiseño Indians, and San Manuel Band of Mission Indians). 

 
On July 25, 2024, the Augustine Band of Cahuilla Indians responded that they were unaware of 
specific cultural resources that may be affected by the Project, but requested immediate contact 
for further evaluation should cultural resources be discovered during development of the Project.  

 
On July 30, 2024, the San Manuel Band of Mission Indians (SMBMI) responded that the project 
is within the Serrano ancestral territory and is of interest to the Tribe, but due to the nature of the 
project, they do not have any concerns with the project’s implementation, as planned. SMBMI 
requested the inclusion of Cultural, and Tribal Cultural Resource Mitigation Measures if Project 
plans change and ground disturbance is required.   

 
On August 15, 2024, the Agua Caliente Band of Cahuilla Indians (ACBCI) responded that the 
Project is not located within the boundaries of the ACBCI Reservation, but it is within the Tribe’s 
Traditional Use Area, but they have no concerns regarding the project.  

 
On August 29, 2024, the Morongo Band of Mission Indians Tribal Historic Preservation Office 
(MBMI THPO) responded that because the project would not involve new construction and/or 
alteration/improvements to existing facilities they have no comments. However, MBMI THPO 
indicated that if the Project changed and new construction and/or alteration/improvements to 
existing facilities were needed, the Project would be of interest to MBMI THPO.  

 
On September 10, 2024, the Rincon Band of Luiseño Indians responded that they had no 
additional information to provide and recommend that a Tribe closer to the project be contacted. 
 
None of the responding tribes expressed concern with the project and no AB-52 consultations 
were requested.   

 
Because the project would not result in ground disturbing activities and the existing condition 
would not change it would not impact tribal cultural resources listed or eligible for listing in the 
California Register of Historical Resources, or in a local register of historical resources, or impact  
as defined in Public Resources Code section 5020.1(k), or impact a resource determined by the 
lead agency, in its discretion and supported by substantial evidence, to be significant pursuant 
to criteria set forth in subdivision (c) of Public Resources Code Section 5024.1. Consequently, 
there will be no impact.  
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19. UTILITIES AND SERVICE SYSTEMS. Would the project: 
a. Require or result in the relocation or construction of new 

water or expanded wastewater treatment or storm water 
drainage, electric power, natural gas, or telecommunication 
facilities or the construction of which could cause 
significant environmental effects? 

    

b. Have sufficient water supplies available to serve the project 
and reasonably foreseeable future development during 
normal, dry and multiple dry years? 

    

c. Result in a determination by the wastewater treatment 
provider which serves or may serve the project that it has 
adequate capacity to serve the project’s projected demand 
in addition to the provider’s existing commitments?  

    

d. Generate solid waste in excess of State or local standards, 
or in excess of the capacity of local infrastructure, or 
otherwise impair the attainment of solid waste reduction 
goals? 

    

e. Comply with federal, state, and local management  and 
reduction statutes and regulation related to solid waste?     

(Sources: Section 5.19, Utilities and Services Systems and 5.20, Water Supply of the Water Management 
Tools Final EIR, Project Description). 

Environmental Setting 
 
SWP conveyance facilities include water delivery facilities and service areas throughout the state of 
California that provide drinking water and irrigation water. These facilities include the use of natural 
stream channels in Northern California that deliver water to the Delta. Water is then pumped to the 
California Aqueduct system for delivery to SWP Contractors located south of the Delta. 
 
Water supply in the service areas of CLAWA and San Bernardino Valley is provided by local surface 
water, groundwater, and water from the SWP. 
 
CLAWA is allocated a maximum of 5,800 AF from “Table A” of SWP water. CLAWA is primarily a water 
wholesaler and does not provide any other utilities such as wastewater, storm water, recycled water. 
These other utilities are provided to CLAWA’s service area by other providers. 
 
San Bernardino Valley is allocated a maximum of 102,600 AF from “Table A” of SWP water. San 
Bernardino Valley provides supplemental water to the San Bernardino Valley and has many functions 
authorized under the Water Code including recreation, electrical power, sewage, waste and storm water 
disposal and fire protection. San Bernardino Valley wholesales SWP supplies to retail purveyors and 
manages groundwater storage within its boundaries. 

Discussion 
 
19.a-e. No Impact. The proposed project would result in a multi-year water exchange program whereby 

San Bernardino Valley, at the request of CLAWA, would accept excess CLAWA carryover SWP 

□ □ □ ~ 

□ □ □ ~ 

□ □ □ ~ 

□ □ □ ~ 

□ □ □ ~ 
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water during periods when CLAWA is unable to accept delivery, and CLAWA would receive 
return water from San Bernardino Valley. Water received by San Bernardino Valley would be 
used within San Bernardino Valley’s service area, and return water, received by CLAWA from 
San Bernardino Valley, would be used within CLAWA’s service area. The proposed project 
would not change the amount of SWP water available for allocation to other SWP Contractors in 
any year and would not result in changes to the operation of the SWP.  

 
The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities. Further, the project would not involve changes to 
the maximum volume of allocated SWP water to either CLAWA or San Bernardino Valley, 
material changes to the operation of the SWP itself, or material changes to the use of CLAWA 
and San Bernardino Valley’s existing facilities. Proposed use of SWP water by CLAWA and San 
Bernardino Valley would also not change. The proposed project would not require or result in the 
relocation or construction of new or expanded water, wastewater treatment facilities, 
wastewater treatment capacity, storm water drainage facilities, or electric power, natural gas, or 
telecommunications facilities and would not require additional water supplies. Further, the 
project would not generate solid waste nor would it impact federal, state, and local management 
and reduction statutes and regulations related to solid waste. Consequently, there would be no 
impact.  

References 
 
San Bernardino County, County of San Bernardino 2007 General Plan. Amended April 24, 2014. 
(Available at http://www.sbcounty.gov/Uploads/lus/GeneralPlan/FINALGP.pdf, accessed November 
2024.)  
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20.  WILDFIRE. If located in or near state responsibility areas or lands classified as very high fire hazard 
severity zones, would the project: 

a. Substantially impair an adopted emergency response plan 
or emergency evacuation plan?     

b. Due to slope, prevailing winds, and other factors, 
exacerbate wildfire risks, and thereby expose project 
occupants to, pollutant concentrations from a wildfire or 
the uncontrolled spread of a wildfire?  

    

c. Require the installation or maintenance of associated 
infrastructure (such as roads, fuel breaks, emergency water 
sources, power lines or other utilities) that may exacerbate 
fire risk or that may result in temporary or ongoing impacts 
to the environment?  

    

d. Expose people or structures to significant risks, including 
downslope or downstream flooding or landslides, as a 
result of runoff, post-fire slope instability, or drainage 
changes? 

    

(Sources: Section 5.11, Hazards and Hazardous Materials of the Water Management Tools Final EIR, 
Project Description). 

Environmental Setting 
 
Wildfire is the outcome of several variables, primarily weather (temperature, humidity, and wind), 
vegetation, topography, and human influences, which combine to produce regional and local severity 
zones. The Department of Forestry and Fire Protection (CAL FIRE) developed a fire hazard severity scale 
that considers vegetation, climate, and slope to evaluate the level of wildfire hazard, and identifies three 
levels of fire hazards severity (moderate, high, and very high) to indicate the severity of fire hazards in a 
particular geographic area. 
 
Within the SWP service area, wildland fire poses a threat to both persons and property throughout a 
majority of California. CLAWA’s service areas wildfire hazards range from high to very high (CAL FIRE 
2024). Much of San Bernardino Valley’s service area has been developed, but the northern perimeter of 
the service area lies at the urban-wildland interface. Within these areas wildfire hazards range from high 
to very high (CAL FIRE 2024). 

Discussion 
 
20.a-d. No Impact. The proposed project would result in a multi-year water exchange program whereby 

San Bernardino Valley, at the request of CLAWA, would accept excess CLAWA carryover SWP 
water during periods when CLAWA is unable to accept delivery, and CLAWA would receive 
return water from San Bernardino Valley. Water received by San Bernardino Valley would be 
used within San Bernardino Valley’s service area, and return water, received by CLAWA from 
San Bernardino Valley, would be used within CLAWA’s service area. The proposed project 
would not change the amount of SWP water available for allocation to other SWP Contractors in 
any year and would not result in changes to the operation of the SWP.  

 

□ □ □ ~ 

□ □ □ ~ 

□ □ □ ~ 

□ □ □ ~ 
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The proposed project would use existing SWP, CLAWA, and San Bernardino Valley conveyance 
and distribution facilities. The project would not require new construction, and/or 
alteration/improvements to existing facilities. Further, the project would not involve changes to 
the maximum volume of allocated SWP water to either CLAWA or San Bernardino Valley, 
material changes to the operation of the SWP itself, or material changes to the use of CLAWA 
and San Bernardino Valley’s existing facilities. Proposed use of SWP water by CLAWA and San 
Bernardino Valley would also not change. The proposed project would not substantially impair 
an adopted emergency response plan or emergency evacuation plan, exacerbate wildfire risks, 
or expose people or structures to runoff caused by post-fire slope instability or drainage 
changes to areas located in or near state responsibility areas or lands classified as very high fire 
hazard severity zones. Consequently, there would be no impact.  

References 
 
Cal Fire, Fire Resources Assessment Program, FHSZ View. (Available at https://egis.fire.ca.gov/FHSZ/, 
accessed October 2024.)   
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21.  MANDATORY FINDINGS OF SIGNIFICANCE. 
a. Does the project have the potential to degrade the quality 

of the environment, substantially reduce the habitat of a 
fish or wildlife species, cause a fish or wildlife population to 
drop below self-sustaining levels, threaten to eliminate a 
plant or animal community, reduce the number or restrict 
the range of a rare or an endangered plant or animal or 
eliminate important examples of the major periods of 
California history or prehistory? 

    

b. Does the project have impacts that are individually limited, 
but cumulatively considerable? (“Cumulatively 
considerable” means that the incremental effects of a 
project are considerable when viewed in connection with 
the effects of past projects, the effects of other current 
projects, and the effects of probable future projects)?  

    

c. Does the project have environmental effects which will 
cause substantial adverse effects on human beings, either 
directly or indirectly?  

    

(Source:  Above Initial Study) 

Discussion 
 
21.a No Impact.  This Initial Study provides a project-level analysis of the potential environmental 

impacts that would result with implementation the CLAWA and San Bernardino Valley Multi-Year 
Water Exchange Project.  The impacts of the exchange contemplated herein were already 
identified and fully evaluated under CEQA in the Water Management Tools FEIR.  

Potential to Degrade the Quality of Environment: As indicated in the foregoing analysis, the Project 
does not have the potential to degrade the quality of the environment. 

Potential to Impact Biological Resources:  As discussed in Threshold 4, Biological Resources, 
implementation of the proposed Project would not: 

• substantially reduce the habitat of a fish or wildlife species; 

• cause a fish or wildlife population to drop below self-sustaining levels; or 

• threaten to eliminate a plant or animal community. 

Because the project would not result in any construction activities, or change in operations of 
either the SWP, CLAWA, or San Bernardino Valley existing facilities, the proposed project would 
not impact biological resources and there would be no impacts related to biological resources.  

Potential to Eliminate Important Examples of the Major Periods of California History or Prehistory: 
As discussed in Section 5, Cultural Resources, because the proposed project would result in no 
construction activities or change in operation or use of either the SWP, CLAWA, or San Bernardino 

□ □ □ ~ 

□ □ □ ~ 

□ □ ~ □ 
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Valley existing facilities, the proposed project would not affect historical resources (as defined in 
§15064.5), archaeological resources pursuant to §15064.5, or disturb human remains, burial sites 
or cemeteries. Regarding archaeological resources, responses from Tribes that were consulted 
during AB-52 suggest there will be no impacts to archaeological resources due to the nature of 
the project Therefore, the proposed project would not eliminate important examples of the major 
periods of California History or Prehistory and there would be no impacts related to California 
history or prehistory. 

21.b No Impact. The proposed project would result in a multi-year water exchange program whereby 
San Bernardino Valley, at the request of CLAWA, would accept excess CLAWA carryover SWP 
water during periods when CLAWA is unable to accept delivery, and CLAWA would receive return 
water from San Bernardino Valley. Water received by San Bernardino Valley would be used within 
San Bernardino Valley’s service area, and return water, received by CLAWA from San Bernardino 
Valley, would be used within CLAWA’s service area. The proposed project would not change the 
amount of SWP water available for allocation to other SWP Contractors in any year and would not 
result in changes to the operation of the SWP.  San Bernardino Valley and CLAWA are developing 
this exchange program well within the rights and authorities they possess as State Water 
Contractors to put SWP water to beneficial use. Because the project will not require new 
construction and/or alternation/improvements to existing facilities, no changes in maximum 
volume of allocated SWP water, no material changes to the operation of the SWP or CLAWA, or 
San Bernardino Valley, and the use of the SWP water would not change the project would not 
have cumulative considerable impacts and there would be no impacts. 

21.c Less Than Significant Impact. Effects on human beings were evaluated as part of the aesthetics, 
air quality, geology and soils, hazards and hazardous materials, hydrology and water quality, 
noise, population and housing, and transportation thresholds sections of this initial study and 
found to be less than significant or impacts for each of the above sections. Based on the analyses 
and conclusions in this initial study, the proposed Project will not cause substantial adverse effects 
directly or indirectly to human beings. Therefore, potential direct and indirect impacts on human 
beings that result from the proposed Project are considered less than significant. 
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APPENDIX A 

CLAWA Water Supply Contract 
  



 
 

 
 
 
 

STATE OF CALIFORNIA 
THE RESOURCES AGENCY OF CALIFORNIA 

DEPARTMENT OF WATER RESOURCES 
 
 
 
 

WATER SUPPLY CONTRACT 
BETWEEN  

 
THE STATE OF CALIFORNIA 

DEPARTMENT OF WATER RESOURCES 
 

AND 
 

CRESTLINE-LAKE ARROWHEAD WATER AGENCY 
 
 
 
 
 

Disclaimer: This document integrates Crestline-Lake Arrowhead Water Agency’s State Water Project 
water supply contract and amendments to the contract entered into since June 22, 1963. It is intended only 
to provide a convenient reference source, and the Department of Water Resources is unable to provide 
assurances that this integrated version accurately represents the original documents. For legal purposes, or 
when precise accuracy is required, users should direct their attention to original source documents rather 
than this integrated version. 

 
 

(Incorporates through Amendment No. 18, executed May 28, 2003) 
(No other amendments through 2017) 
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EXPLANATORY NOTES 

 
 

<            > 
 

 
This symbol encloses material not contained in 
the original or amended contract, but added to 
assist the reader. 
 

 
Exhibits 

 

Materials that explain or provide detailed 
information regarding a contract provision. 

 
Attachments 

 
 

Materials that implement provisions of the basic 
contract when certain conditions are met. 

 
Amendments 

 
 

Amendments have been incorporated into this 
consolidated contract and are indicated by 
footnote. 
 

 
Agency Name 

 
 

This Water Supply Contract used the term 
“Agency” in the original contract for this 
contractor. Some amendments may not have 
retained the same nomenclature.  This 
consolidated contract uses the term “Agency” to 
be consistent with the original contract.  It does 
not change the content meaning. 

 

 
 

Department Name 
 
 

This Water Supply Contract used the term “State” 
in the original contract for this contractor. Some 
amendments may not have retained the same 
nomenclature.  This consolidated contract uses the 
term “State” throughout to be consistent with the 
original contract.  It does not change the content 
meaning. 
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Disclaimer: This document integrates Crestline Lake Arrowhead Water Agency’s State Water Project water supply contract and amendments to 
the contract entered into since June 22, 1963. It is intended only to provide a convenient reference source, and the Department of Water 
Resources is unable to provide assurances that this integrated version accurately represents the original documents. For legal purposes, or when 
precise accuracy is required, users should direct their attention to original source documents rather than this integrated version. 

STATE OF CALIFORNIA 
DEPARTMENT OF WATER RESOURCES 

 
CONTRACT 

BETWEEN THE STATE OF CALIFORNIA 
DEPARTMENT OF WATER RESOURCES AND  

CRESTLINE-LAKE ARROWHEAD WATER AGENCY 
FOR A WATER SUPPLY 

 
 
 

THIS CONTRACT, made this 22nd day of June, 1963, and as amended through May 28, 
2003, 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 Crestline-Lake Arrowhead Water Agency, a public agency in the State of 
California, duly organized, existing, and acting pursuant to the laws thereof with its principal 
place of business in Crestline, California, herein referred 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 available to the Agency and 

WHEREAS, funds will be provided under the California 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 mutually agreed as follows: 
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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 Resources Development Bond Act, 

comprising Chapter 8 (commencing at Section 12930) of Part 6 of Division 6 of the Water Code. 
(b) System 
“System” shall mean the State Water Resources Development System as defined in 

Section 12931 of the Water Code. 
(c)  Delta 
“Delta” shall mean the Sacramento-San Joaquin Delta as defined in Section 12220 of the 

Water Code on November 8, 1960. 
(d)1 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. 

(e)2  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. 

(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. 
(g)  Initial Project Conservation Facilities 
“Initial project conservation facilities” shall mean the following project facilities 

specified in Section 12934(d) of the Water Code: 

                                                 
1 Amended: Amendment 17 
2 Amended: Amendment 13 
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(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 said 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. 

(h)3  Additional Project Conservation Facilities 
“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 entitlement 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)  Ground water storage facilities that will produce project water for 
the System for a period of time agreed to by the sponsoring contractor; 

                                                 
3 Amended: Amendment 13 



 

4 
 

Disclaimer: This document integrates Crestline Lake Arrowhead Water Agency’s State Water Project water supply contract and amendments to 
the contract entered into since June 22, 1963. It is intended only to provide a convenient reference source, and the Department of Water 
Resources is unable to provide assurances that this integrated version accurately represents the original documents. For legal purposes, or when 
precise accuracy is required, users should direct their attention to original source documents rather than this integrated version. 

(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. 
(ii) Specifies the yield and the period of time during which the water 
from the Local Project shall constitute project water; and 
(iii)  Specifies the disposition of such Local Project or of the yield from 
such Local Project upon the expiration of such period of time; and 
(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(h) 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. 
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(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. 
(i)  Project Transportation Facilities 
“Project transportation facilities” shall mean those project facilities: 

(1) Specified in Water Code Section 12934(d)(2) which are described in 
Table H of this contract; 

(2)4 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.” 

(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) Specified in Water Code Section 12934(d)(7) which are necessary and 

appurtenant to the facilities included under (1) and (2) above. 
(j)  Project Water 
“Project water” shall mean water made available for delivery to the contractors by project 

conservation facilities and the transportation facilities included in the System. 
(k)5 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 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 

                                                 
4 Amended: Amendment 13 
5 Amended: Amendment 2, 17, 18 
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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. 

(l)6  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 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 Amount” will be used and will have the same meaning as “annual entitlement” 
wherever that term is used.  

(m)7  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 entitlement” appears elsewhere 
in this contract it shall mean “Maximum Annual Table A Amounts.” 

(n)  Supplemental Conservation Facilities 
“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. 

(o)  Supplemental Water 
“Supplemental water” shall mean water made available by supplemental conservation 

facilities, 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. 

                                                 
6 Amended: Amendment 18 
7 Amended: Amendment 18 
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(q)  Year of Initial Water Delivery 
“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. 
(r)8   Project Interest Rate 
“Project interest rate” shall mean 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 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: 

(1)  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, 

(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, public corporation, or 
nonprofit corporation of this State, 

(5)  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,  

(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 interest rate 
earned over the period of such borrowing by moneys in the Surplus Money 
Investment Fund of such Treasury invested in securities, and 

(7)  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. 

                                                 
8 Amended: Amendment 5, 13, 14 
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(s)  Capital Costs 
“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 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, relocation work, and essential administrative work in 
connection therewith, all as shown upon the official records of the Department of Water 
Resources. 

(t)9  Project Repayment Period  
“Project repayment period” shall mean that period of years commencing on January 1, 

1961, and extending until December 31, 2035; Provided, that whenever construction of any 
project facilities is financed by a bond issue with maturity dates later than December 31, 2035, 
whether the bonds are issued pursuant 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. 

(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 commerce, trade or industry, and any other use incidental thereto for any 
beneficial purpose. 

(v) Manufacturing 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 primarily 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 determination and judgment 

of the State as to acceptability. 
(y)  Area of Origin Statutes 
“Area of origin statutes” shall mean Sections 10505 and 11460 through 11463 of the 

Water Code as now existing or hereafter amended. 
<(z) No Such Subarticle Exists.> 

                                                 
9 Amended: Amendment 12 
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<(aa) No Such Subarticle Exists.> 
<(bb) No Such Subarticle Exists.> 
(cc)10 Water System Revenue Bonds 
“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 in Article 1(hh). 

<(dd) No Such Subarticle Exists.> 
<(ee) No Such Subarticle Exists.> 
<(ff)  No Such Subarticle Exists.> 
(gg)11 East Branch Enlargement Facilities 
“East Branch Enlargement Facilities” shall mean all of the following: 

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

(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 canal lining, siphons, and additional pumping units at Pearblossom 
Pumping Plant, the capacity could be increased by a then-estimated approximately 700 
cubic feet per second; 

(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 Enlargement and which was done pursuant to the letter agreement 
between the State and The Metropolitan Water District of Southern California, dated 
January 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 Metropolitan Water District of Southern California, dated July 2, 1984, and May 15, 
1985, which increased the East Branch Aqueduct capacity beyond that set forth in Table 
B-2 as shown in State Bulletin 132-70; 

(5)  That portion of Reach 24 (Silverwood Lake) to be determined by 
reallocation of Reach 24 to reflect the additional use to be made of that reach as a result 
of the East Branch Enlargement operation; and 

(6)  That portion of Reach 25 (San Bernardino Tunnel) to be determined by an 
allocation of total delivery capacity of Reach 25 between the basic East Branch facilities 
and the East Branch Enlargement as a result of East Branch Enlargement operation. 

                                                 
10 Added: Amendment 14 
11 Added: Amendment 14 
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(hh)12  Water System Facilities 
“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 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(h)(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, 

(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. 

(ii)13 Carry-over Entitlement Water 
“Carry-over Entitlement Water” shall mean water from a 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).  

(jj)14 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 water 
delivery schedules furnished pursuant to Article 12 or for meeting project operational 
requirements, including storage goals for the current or following years. 

(kk)15 Nonproject water 
“Nonproject water” shall mean water made available for delivery to contractors that is 

not project water as defined in Article 1(j). 

                                                 
12 Added: Amendment 14, 17 
13 Added: Amendment 15 
14 Added: Amendment 17 
15 Added: Amendment 17 
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(ll)16 Monterey Amendments 
“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 56.  

2.17  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 bond issue used to finance 

the construction costs of project facilities. 

3.  VALIDATION 
Within one (1) year after the effective date of this contract, the Agency shall submit this 

contract to a court of competent jurisdiction for determination of its validity by a proceeding 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 determined to 
be invalid by such final decree or judgment, the State shall make all reasonable efforts to obtain 
validating legislation at the next session of the Legislature 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 validity by appropriate proceeding or action, which proceeding or action 
shall be diligently prosecuted to final decree or judgment. 

4.18  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 conditions unless otherwise agreed to: 

(1) Service of water in annual amounts up to and including 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 under the same physical conditions of service, including 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. 

                                                 
16 Added: Amendment 17 
17 Amended: Amendment 12 
18 Amended: Amendment 17 
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(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.  

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.  

5.  PLEDGE OF REVENUES 
This contract is entered into for the direct benefit of the holders and owners of all general 

obligation bonds issued under the Bond Act, and the income and revenues derived from this 
contract are pledged to the purposes and in the priority set forth in that act. 

 

B.  WATER SERVICE PROVISIONS 

 

6.  ANNUAL ENTITLEMENTS 
(a) Year of Initial Water Delivery 
The year of initial water delivery to the Agency is presently estimated to be 1972. To the 

extent practicable, the State shall notify the Agency of any change in this estimate. 
(b)19  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.  

(c)  Obligation of State to Complete Facilities 
Subject to the availability of funds, the State shall make all reasonable efforts consistent 

with sound fiscal policies, reasonable construction schedules, and proper operating procedures to 
complete the project facilities necessary 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 
subdivision (a) of this article, and continue in the amounts designated in Table A of this contract. 

7.  CHANGES IN ANNUAL ENTITLEMENTS; MAXIMUM ANNUAL ENTITLEMENT 
(a)20  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 
                                                 
19 Amended: Amendment 18 
20 Amended Amendment 17 – Art 7(a) only 
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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. Requests 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. 

(b) Maximum Annual 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 contract and in said table 
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 amount, 
except as is otherwise provided in this contract. 

8. OPTION TO INCREASE MAXIMUM ANNUAL ENTITLEMENT 
In the event that the maximum annual entitlements under all contracts executed 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 notify the Agency and all other contractors, and the Agency may 
elect to become entitled to the uncontracted for portion of the minimum project 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 total of the maximum annual entitlements of all contractors as of that date: 
Provided, That such option may be exercised only to the extent that the water involved can be put to 
beneficial use within a reasonable period of time.  Such option shall become effective on the date that 
the Agency receives said notice from the State and shall remain in effect through September 30, 1964.  
If the full amount of such uncontracted for portion of the minimum project yield is not preempted by 
the Agency under this option and by other contractors through the exercise 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 preempted. 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 a reasonable period of time. Upon 
the exercise of such option or upon the approval of such request the Agency’s maximum annual 
entitlement in Table A of this contract shall be increased by the amount of the additional entitlement 
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 accordance 
with cost allocation principles and procedures set forth in this contract. The service of and payment for 
said increased entitlement shall in all respects be subject to the terms and conditions of this contract. 

9. DELIVERY POINTS 
Project water made available to the Agency pursuant to Article 6 shall be delivered to the 

Agency by the State at the delivery structures established in accordance with Article 10. 
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10. DELIVERY STRUCTURES 
(a) Determination of Size and Location of Delivery Structures 
Project water made available to the Agency pursuant to this contract shall be delivered to 

the Agency at such locations and times and through delivery structures of such capacities as are 
requested by the Agency and approved by the State. 

(b) Agency Requests as to Initial Delivery Structures 
Pursuant to subdivision (a) of this article, the Agency shall furnish to the State on or 

before July 31, 1963, 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 each such 

delivery structure. 
(3)  The maximum instantaneous flow capacity in cubic feet per second to be 

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

month through each such delivery structure.  
(5)  The total combined maximum instantaneous flow capacity in cubic feet 

per second to be provided by all such delivery structures. 
(6)  The total maximum amount of water in acre-feet to be delivered in any 

one month through all such delivery structures. 
(c)  Requests by Agency for Additional Delivery Structures  
From time to time the Agency may request delivery structures in addition to those 

requested pursuant to subdivision (b) of this article. 
(d)  Agency to Advance Funds for Delivery Structures 
The Agency shall pay all of the costs of delivery structures for the delivery of project 

water to it, and shall deposit with the State, prior to the commencement of construction of any 
such delivery structure, an amount of money estimated by the State to be sufficient 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 structures for delivery of project water to the Agency such measuring 
devices and equipment as are satisfactory and acceptable to both parties. Said devices and 
equipment shall be examined, tested, and serviced regularly to insure their accuracy. At any time 
or times, the Agency or any other contractor may inspect such measuring devices and equipment, 
and the measurements and records taken therefrom. 
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(b)  Agency to Advance Funds for Measuring Devices 
The Agency shall pay all of the costs of acquiring and installing the measuring devices 

and equipment provided for in subdivision (a) of this article, and shall deposit with the State, 
prior to such acquisition and installation, an amount of money estimated by the State to be 
sufficient to cover such costs. 

12.21 PRIORITIES, AMOUNTS, TIMES AND RATES OF DELIVERIES 
(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 a preliminary water delivery schedule, subject to the provisions of this article 
and Articles 6(b), 7(b), 10 and 17, indicating the amounts of water desired by the Agency 
during each month of the succeeding five (5) years. 

(2)22 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. 

(3)  A water delivery schedule may be amended by the State upon the 
Agency’s written request. Proposed amendments shall be submitted 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 Deliveries of Water 
In no event shall the State contract to deliver to any contractor from the project 

transportation facilities downstream from Pumping Plant VI (Tehachapi Pumping Plant) in any 
one month of any year a total amount of project water greater than eleven percent (11%) of such 
contractor’s annual entitlement for that year; or to deliver to any contractor from the project 
transportation facilities upstream from said Pumping Plant VI in any one month of any year a 
total amount of project water greater than the sum of eighteen percent (18%) of that portion of 
such contractor’s annual entitlement for that year to be put to agricultural use, as determined 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 State: Provided, That if the State 
delivers project water to any contractor through delivery structures both downstream and 
upstream from said Pumping Plant VI, the foregoing limitations shall be based on an appropriate 
                                                 
21 Title only: Amendment 17 
22 Amended: Amendment 17 
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apportionment of such contractor’s annual entitlement for the respective year to the respective 
portions of such contractor’s service area to which delivery is made from the project 
transportation facilities downstream from said Pumping Plant VI and from the project 
transportation facilities upstream therefrom: Provided further, That the percentages set forth 
hereinabove may be revised for a particular contractor by amendment of this subdivision after 
submission to the State of that contractor’s requests with respect to maximum monthly 
deliveries, such revision being subject to approval by the State and subject to advancement to the 
State by the contractor 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)23  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 eleven (11) 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 with respect to maximum flow capacities to be 
provided in said delivery structures, pursuant to Article 10. 

<(d)24 Delivery of Water Not Delivered in Accordance With Schedule - Deleted> 
(e)25 Delivery of Carry-over Entitlement Water 
Upon request of the Agency, the State shall make Carry-over Entitlement Water available 

for delivery to the Agency during the first three months of the next year, to the extent 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 operational constraints of 
project facilities, filling of project conservation storage, flood control releases and water quality 
restrictions. 

Carry-over 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 facilities within the Agency’s service 
area; or  

(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 annual entitlement water 
for ground water storage. 

After determining that the carry-over of entitlement water would not adversely affect 
project operations, the State shall notify the Agency of the amount of entitlement water to be 
carried over to the following January through March period. The notification shall include the 
proposed terms and conditions consistent with this Article 12(e) that would govern the delivery 
of the Carry-over Entitlement Water. 

                                                 
23 Amended: Amendment 2 
24 Deleted: Amendment 17 
25 Added: Amendment 15 
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The Agency agrees to pay all significant identifiable costs associated with its Carry-over 
Entitlement Water, as determined by the State. 

All scheduling and delivery of Carry-over Entitlement 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. 

Any Carry-over Entitlement Water foregone by the Agency will become a part of the 
current year’s total project supply. 

(f)26 Priorities 
Each year water deliveries to the contractors shall be in accordance with the following 

priorities to the extent there are conflicts: 
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 56. 
Fifth, nonproject water to fulfill contractors’ annual entitlements for that year not 

met by the first two priorities. 
Sixth, additional interruptible 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.  RESPONSIBILITIES FOR DELIVERY AND DISTRIBUTION OF WATER 
(a)  State Not Liable for Operation Beyond Delivery Structures 
Neither the State nor any of its officers, agents, or employees shall be liable for the 

control, carriage, handling, use, disposal, or distribution of project water supplied to the Agency 
after 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 beyond said delivery structures; and the Agency shall 
indemnify and hold harmless the State and its officers, agents, and employees from any such 
damages or claims of damages. 

(b)  Agency Not Liable for Operation Upstream from Delivery Structures 
Neither the Agency nor any of its officers, agents, or employees shall be liable for the 

control, carriage, handling, use, disposal, or distribution of project water before such water has 
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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. 

14.27  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 unusability 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 the water delivery 
schedule for that year at other times during the year 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, 
considering the then current delivery schedules of annual entitlement to 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 without the prior written 
consent of the State. 

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

or exclusion of lands, by partial or total consolidation 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. 

(c)  Map of Agency 
The Agency shall provide the State with a map satisfactory to the State indicating the 

major existing distribution facilities and the boundaries of the Agency at the time the contract is 
signed and supplementary maps whenever a boundary change is made. 
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16.  CONTINUITY AND DEPENDABILITY OF WATER SUPPLY 
(a)28  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. 

(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. 
(c)  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 
conservation facilities. Such reports shall include all estimates, 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 construction of additional facilities of the 

System under 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 at any time 
after 1985 the State finds that a part or all of such bond funds are not then required 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 supplemental conservation 
facilities as defined herein. 

(e)  Furnishing of Supplemental Water 
In planning and designing supplemental conservation facilities the State shall give 

consideration to the requirements and demands for supplemental water of the Agency and others 
who have contracted for project water. Entitlements to supplemental water shall be obtained, 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 subdivision (b) of this article 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 delivery 
of project water to the Agency as, in the judgment of the State, will best serve the interests of the 
Agency and all other contractors entitled to delivery of project water from or through said 
facilities: Provided, That within three (3) months after the effective date of this contract the 
Agency shall furnish to the State a written request specifying such maximum monthly delivery 
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capabilities, and the State shall give full consideration to such request in planning and designing 
said facilities. 

(b)  Criteria for Determining Capacity of Transportation Facilities 
Subject to Article 45, the State shall design and construct the project transportation 

facilities so as to provide 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 include in each such reach such 
capacity as is economically justified in the judgment of the State to compensate for scheduled 
outages for purposes of necessary investigation, inspection, maintenance, repair or replacement 
of project facilities, and for losses of water due to evaporation, leakage, seepage, or other causes: 
Provided, That regulatory storage reservoirs included in the project transportation facilities may 
be utilized in conjunction with conveyance capacity provided in said facilities for delivery to the 
Agency of the foregoing monthly amounts. 

(c)  Inspection of Project Plans and Specifications 
The Agency shall have a reasonable opportunity to inspect and study the State’s plans 

and specifications for all project facilities and may make comments and recommendations 
thereon to the State. Such privilege shall also extend to any plans and specifications in 
connection with the use by the State, in conjunction with the project facilities, of facilities owned 
by an entity other than the State. The State shall not enter into any such agreement which would 
impair the State’s ability to perform fully its obligations under this contract. 

(d)  Restriction on Bond Sales 
No bonds shall be sold nor funds expended under the authority of the Bond Act for the 

construction of any aqueduct or appurtenance thereto included in the System unless and until 
contracts are executed which will insure the recovery by the State of at least seventy-five percent 
(75%) of those capital costs of the particular aqueduct and any appurtenances thereto which shall 
be reimbursable by the contractors as determined 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 facility or supplemental conservation facility, unless and until contracts are 
executed which, together with estimated revenues from the sale or other disposal of electrical 
energy generated in connection with operation of project conservation facilities and 
supplemental conservation facilities, will insure the recovery by the State of at least seventy-five 
percent (75%) 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 studies, exploratory work, designs, preparation of 
construction plans and specifications, acquisition of lands, easements and rights of way, 
relocation work, and essential administrative work in connection therewith; (2) construction for 
which appropriations had been made prior to approval of the Bond Act by the voters of the State 
of California; and (3) construction of facilities pursuant to an agreement between the State and 
the United States. 



 

21 
 

Disclaimer: This document integrates Crestline Lake Arrowhead Water Agency’s State Water Project water supply contract and amendments to 
the contract entered into since June 22, 1963. It is intended only to provide a convenient reference source, and the Department of Water 
Resources is unable to provide assurances that this integrated version accurately represents the original documents. For legal purposes, or when 
precise accuracy is required, users should direct their attention to original source documents rather than this integrated version. 

(e)  Failure to Complete Facilities 
In the event that the State fails or is unable to complete construction 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 facilities has ceased for a period of two and one-half (2 
½) 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 State in such amounts and at such 
times as may be necessary to enable the State to complete construction of such 
uncompleted 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 
transportation facilities or portions thereof constructed in whole or in part with funds 
provided by the Agency, and shall be and remain obligated to operate, maintain, repair 
and replace such facilities to the full extent contemplated in this contract: Provided 
further, That the amount of any funds so provided by the Agency shall be credited by the 
State against the Agency’s payment obligation under the capital cost component 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 a joint venture basis if such 
an arrangement is made with other contractors having similar options, connect to the 
project transportation facilities constructed by the State for the purpose of receiving 
project water to which it is entitled under this contract. In such event and notwithstanding 
any other provisions of this contract, the structures for delivery of project water to the 
Agency pursuant hereto shall thereafter be deemed to be located at such point of 
connection. Specific arrangements for acquiring, 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 conditions 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. 
(f)29  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 construction 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 advance 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 principal and interest costs which 
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would have resulted if the contractor had sold bonds for the purpose of funding the 
advance as determined by the State. 

(2)  If, after May 1, 1969, any source of funds other than those provided by the 
Bond Act is employed to finance construction of specific project facilities, any additional 
costs incurred because of such financing will not be charged to the contractors, except for 
adjustments to the “project interest rate”. 

18.30  SHORTAGE IN WATER SUPPLY 
(a)  Shortages; Delivery Priorities 
In any 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 for 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 allocate on some other basis if such is required to meet 
minimum demands of 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 foregoing 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) Permanent Shortage; Reduction of Entitlements - 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 provisions of Sections 11460 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 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 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 correspond 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 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 any of the project 
transportation facilities which by reason of such permanent shortage in the supply of 
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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 
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 pursuant to (1) 
above. In 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 from such redistribution of costs. 
(d)  Reinstatement of Entitlements 
If after any revision of annual entitlements and maximum annual entitlements pursuant to 

subdivision (c) of this article, 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 five (5) years in advance of any reduction in 
its annual entitlements 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 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 
(a) Table of Water Quality Objectives 
It shall be the objective of the State and the State shall take all reasonable measures to 

make available, at all delivery structures for delivery of project water to the Agency, project 
water of such quality that the following constituents do not exceed the concentrations stated as 
follows: 
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(b) Records of Water Quality  
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. 

(c) 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 article, 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 default 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 due or which may become 
due under this contract. 

 
Constituent 

 
Unit 

Monthly 
Average 

Average for 
any 10-year 
Period 

 
Maximum 

Total Dissolved Solids ppm. 440 220  
Total Hardness ppm. 180 110  
Chlorides ppm. 110 55  
Sulfates ppm. 110 20  
Boron ppm. 0.6   
Sodium Percentage % 50 40  
Fluoride ppm.   1.5 
Lead ppm.   0.1 
Selenium ppm.   0.05 
Hexavalent Chromium ppm.   0.05 
Arsenic ppm.   0.05 
Iron and Manganese 
together 

ppm.   0.3 

Magnesium ppm.   125 
Copper ppm.   3.0 
Zinc ppm.   15 
Phenol ppm.   0.001 
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21.31 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 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 other 
contractors or adversely affect project operations. Any amounts of water owed to the Agency as 
of the date of this amendment pursuant to former Article 12(d), any contract provisions or letter 
agreements relating to wet weather water, and 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-aqueduct, off-
aqueduct, and any other power) incurred in the transportation of such water as if such 
interruptible water were entitlement water, as well as all incremental operation, maintenance, and 
replacement costs, and any other incremental costs, as determined by the State. 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 further 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.  
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C.  PAYMENT PROVISIONS 

 

22.  DELTA WATER CHARGE 
(a)  Payment of Reimbursable Costs of Project Conservation Facilities 
The payments to be made by each contractor for project water shall include an annual 

charge designated as the Delta Water Charge. This charge, together with the total revenues 
derived during the project repayment period 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 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 subdivision (e) of this 
article during the project repayment period. Wherever reference is made, in connection with the 
computation or determination 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 
which are reimbursable by the contractors as determined by the State. 

(b)32  Delta Water Rate Until 1970; Components of Rate 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 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 a 
capital cost 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 entitlement to project 
water for that year. The $7.24 rate for the year 1971 shall consist of a 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 (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.  

(c)  Computation of the Components of the Delta Water Rate 
The capital cost, the minimum operation, maintenance, power, and replacement, and the 

variable operation, maintenance, power, and replacement components of the Delta Water 
Charge, together with that portion of the revenues derived during the project repayment period 
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 subdivision (e) of this article: (1) capital costs; (2) operation, 
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maintenance, power, and replacement 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 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 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 
entitlements of all contractors, will be sufficient, together with that portion of the revenues 
derived during the project repayment period 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 covered by that component. Each such rate 
shall be computed in accordance with the following formula: 

 (c1 — r1) (1 + i) —1 + (c2 — r2) (1 + i) —2 + . . . + (cn — rn) (1 + i) —n 

________________________________________________________________________________________________ 
     e1 (1+ i ) —1 + e2 (1 + i) —2 + . . . + en (1 + i) —n 
 

Where: 
i = The project interest rate.  
c = The total costs included in the respective category of costs for the 
 respective year of the project repayment period. 
r = 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 for the respective year of the project repayment period. 

1, 2, and n 
appearing 
below 
c and r = The respective year of the project repayment period for which costs are 
  included in the respective category, n being the last year of the project 
  repayment period. 

e = With respect to the capital cost and minimum operation, maintenance, power, 
  and replacement components, the total of annual entitlements to project water 
  of all contractors for the respective year of the project repayment  period. 
e = 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 entitlements to project 
  water of all contractors for the respective year of the unexpired portion of the 
  project repayment period. 

1, 2, and n  
appearing  
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. 
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n used  
as an  
exponent = The number of years in the project repayment period. 

____________________________________________________________________ 
 

(d)  Application of Component Rates 
The capital cost and minimum operation, maintenance, power, and replacement 

components of the Delta Water Charge shall be the product of the appropriate rate computed 
under subdivision (c) of this article, and the contractor’s annual entitlement to project water for 
the respective year. The variable operation, maintenance, power, and replacement component of 
the charge shall be the product of the appropriate rate computed under subdivision (c) 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, said variable 
component during such period shall be the product of said 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. 

(e)33  Allocations to Project Purposes 
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 I (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.  

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 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 
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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. 

(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 effective on January 1, 1970, shall be computed 
by the State in accordance with subdivision (c) 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 (c) and (d) 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 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, between 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 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. 

(g)34  Supplemental Conservation Facilities 
Upon the construction of the supplemental conservation 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 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 (e) 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 (e) of this article, and 
upon an allocation to project purposes, by the separable costs-remaining benefits method and 
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subject to provisos corresponding to those contained in said subdivision (e), 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 entitlements to water 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. 

(h)35 <Local Project as Additional Conservation Facility> 
The determination of the rate for water under the Delta Water Charge shall be made by 

including the appropriate costs and quantities of water, calculated in accordance with 
subdivisions (c), (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, 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 
rate under 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 Delta Water Charge unless and until the written agreement 
required by Article 1(h) has been entered into. 

(i)36 <Project Water Purchased by State>   
In calculating the rate for project water to be paid by each contractor for the Delta Water 

Charge under subdivisions (c), (d) and (e) above, 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. 

(j)37 <Recovery of Water System Revenue Bond Financing Costs> 
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 50 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 51. 
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23.  TRANSPORTATION CHARGE 
The payments to be made by each contractor entitled to delivery of project water from the 

project transportation facilities shall include an annual charge under the designation 
Transportation Charge. This charge shall return to the State during the project repayment period 
those costs of all project transportation facilities necessary to deliver project water to the 
contractor including capital, operation, maintenance, power, and replacement costs, which are 
allocated to the contractor during the project repayment period in accordance with the cost 
allocation principles and procedures herein after set forth. Wherever reference is made, in 
connection with the computation, determination, or payment of the Transportation 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 which are reimbursable by the contractors as determined by the 
State. The Transportation Charge shall consist of a capital cost component; a minimum 
operation, maintenance, power, and replacement component; and a variable operation, 
maintenance, power, and replacement component, as these components are defined in and 
determined under Articles 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 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 are established as set forth in Table I of this contract: 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. 

24.  TRANSPORTATION CHARGE - CAPITAL COST COMPONENT 
(a)  Method of Computation 
The capital cost component of the Transportation Charge shall be sufficient to return to 

the State those capital costs of the project transportation facilities necessary to deliver water to 
the contractor which are allocated 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 
costs to the contractor, and (2) a computation of annual payment of such allocated capital costs 
and interest thereon, computed at the project interest rate and compounded annually, to be made 
by the contractor. 

(b)38  Allocation of Capital Costs Among Contractors 
In the first step, the total amount of capital costs 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 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 
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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 of capital costs to the Agency 
pursuant 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 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 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. 

(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 necessary 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 foregoing 
ratios for such reach as said average is set forth in the appropriate table included in its 
contract. 

(2)  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 entitlement or entitlements to be 
supplied by such excess capacity, as determined by the State, shall be deemed to be 
contracted for by said 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 aqueduct 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: (i) the maximum 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 annual 
delivery capability provided by such additional 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 increased in the same 
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proportion that the contractor’s maximum annual entitlement to be delivered 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 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, 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 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. 
(c)  Annual Payments of Allocated Capital Costs 
In the second step, the Agency’s annual payment of its allocated capital costs and interest 

thereon, computed at the project interest rate and compounded annually, shall be determined in 
accordance with a payment schedule established by the State and determined 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 set 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 
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 D shall be 
subject to redetermination by the State, pursuant to Article 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 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. 

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

(3)  Such annual payments shall cease when all allocated capital costs and 
interest thereon, computed at the project interest rate and compounded annually, are 
repaid. 
(d)  Payment in Advance for Excess Peaking 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 said 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, 
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including such excess capacity. For the purpose of any allocation of costs pursuant to subdivision 
(b) 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: 

(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 allocated among all 
such contractors in the manner provided in said subdivision (b); and  

(2)  The amount of the difference between said 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 (2) above shall be further allocated between or among them in amounts which bear 
the same proportion to the total of said 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 (2) above, the account of such 
contractor shall be credited or debited accordingly.  

(e) Costs Incurred Prior to Date of Contract 
The Agency’s allocated capital costs for the year preceding the year of initial payment of 

the capital 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 payment, and interest thereon, computed at the project interest rate 
and compounded annually.  

(f)39  <Off-Aqueduct Power Facilities> 
The capital costs of project aqueduct power recovery plants shall be charged and 

allocated in accordance with this Article 24. The capital costs of off-aqueduct power facilities 
shall be charged and allocated in accordance with Article 25(d). 

(g)40 <Recovery of Water System Revenue Bond Financing Costs> 
Notwithstanding provisions of Article 24(a) through (d), 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 financing 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. 
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25.  TRANSPORTATION CHARGE - MINIMUM OPERATION, MAINTENANCE, 
POWER, AND REPLACEMENT COMPONENT 
(a) Method of Computation 
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 (b) below: 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 of Costs 
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 said 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 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)  Payment 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 B of this contract: Provided, That these 
values shall be subject to redetermination by the State in accordance with Article 28. Such 
amounts and any interest thereon shall be set forth by the State in Table E 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): Provided, 
That the amounts set forth in Table E shall be subject to redetermination by the State in 
accordance with Article 28. 

(d)41  <Off-Aqueduct Power Facilities> 
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: 
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(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, 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 other 
agency, or under revenue 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 received by the State in connection with 
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 
amounts of annual entitlements 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 (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)42 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. 

(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 include appropriate interest at the project interest rate. 
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(e)43  <No Subtitle> 
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.  

26. TRANSPORTATION CHARGE - VARIABLE OPERATION, MAINTENANCE, 
POWER, AND REPLACEMENT COMPONENT 
(a) Method of Computation 
The variable 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 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. The amount of this component 
shall be determined as follows: 

(1) There shall be computed 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, power, and replacement 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 
obtained when the charges per acre-foot of water, determined under (1) above, for each 
aqueduct reach necessary to deliver water to the contractor are multiplied by the number 
of acre-feet of project water delivered to the contractor from or through that reach during 
the 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, the amount of said 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. 
(b) Revenue From Aqueduct Power Recovery Plants 
There shall be credited against the amount of the variable 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 respective year at project aqueduct power recovery 
plants located upstream on the particular aqueduct from the delivery structures for delivery of 
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project water to the contractor. Such portion 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 number of acre-feet of project 
water delivered to all contractors through said plants during the year. 

(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 accordance with subdivision (a) of this article for the respective aqueduct reaches 
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 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 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 a 
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 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. 

28.44 TRANSPORTATION CHARGE - REDETERMINATION 
(a) Determinative Factors Subject to Retroactive Charge 
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 construction of 
the project transportation facilities and each year thereafter 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 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 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 
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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. 

(b) Adjustment: Transportation Charge - Capital Cost 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 
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 (c) 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 from or added to the adjusted 
capital cost component for that year and paid or credited in accordance with the following 
schedule: 

 

Percent that Transportation Charge differs from 
last estimate (+ or -) 

Period, in years, for amortizing the 
difference 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% 4 
more than 40%. 5 

 
Such payments or credits shall be in 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, 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). 

(c) Adjustment: Transportation Charge - Minimum and Variable 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 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. 
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(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 applicable for all of the remaining 
years of the project repayment period. 

(e)45 <No Subtitle> 
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 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(r) except for Article 1(r)(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(hh). 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 of 
bonds issued under the Central Valley Project Act. However, amortization of adjustments 
resulting from items 1(r)(4) through (7) 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. 

(f)46 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 Agency under the provisions of this article; 
however, in place of making such adjustments, charges to the Agency will be governed by 
Article 50. 

29.  TIME AND METHOD OF PAYMENT 
(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. 
(b) Initial Payment - Transportation Charge: Capital Component  
Payments by the Agency under the capital cost component of the Transportation Charge 

shall commence in the year following the year in which the State commences construction of the 
project transportation facilities. If such construction has already commenced when this contract 
is executed, such payments shall begin in the year following the year of execution. 
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(c) Initial Payment - Transportation Charge: Minimum 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. 

(d)  Initial Payment - Transportation Charge: Variable 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. 

(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 commence 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 
replacement 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 components of said 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 entitlements to project water, as provided in Article 22(b): Provided further, That the first 
such statement shall be provided by the State as soon after the execution of this contract as is 
feasible. All such statements shall be accompanied 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 determining the amounts of the above charges 
as the State deems appropriate. 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. 

(f) Times of Payment - Capital Components 
The Agency shall pay to the State, on or before January 1 of each year, commencing with 

the year in which payment of the respective charge is to commence pursuant to this article, one-
half (1/2) of the charge to the Agency for the year under the capital cost component of the Delta 
Water Charge and one-half (1/2) of the charge to the Agency for the year under the capital cost 
component of the Transportation Charge, as such charges are stated pursuant to subdivision (e) 
of this article; and shall pay the remaining one-half (1/2) of each of said charges on or before 
July 1 of that year. 
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(g) Times of Payment - Minimum Components 
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, commencing with the year of initial water delivery to the Agency, 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 (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 subdivision (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 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. 

<30.47 SURCHARGE FOR PROJECT WATER USED ON EXCESS LAND - DELETED> 

31.  ADJUSTMENT FOR OVERPAYMENT OR UNDERPAYMENT 
If in any year, by reason of errors in computation or other causes, there is an overpayment 

or underpayment to the State by the Agency of the charges provided for herein, which 
overpayment or underpayment is not accounted for and corrected in the annual redetermination 
of said charges, the amount of such overpayment or underpayment shall be credited or debited, 
as the case may be, to the Agency’s account for the next succeeding year and the State shall 
notify the Agency thereof in writing. 

32.  DELINQUENCY IN PAYMENT 
(a)  Agency to 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. 
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(b)48  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 payable, interest shall accrue at an 
annual rate equal to that earned by the Pooled Money Investment Fund, as provided in 
Government 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. 

33.  OBLIGATION OF AGENCY TO 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 Article 6(b) shall in no way relieve the Agency of its obligation to make payments to the 
State as provided for in this contract. The State, however, shall make reasonable efforts to 
dispose of any water made available to but not required by the Agency and any net revenues 
from such disposal shall be credited pursuant to Article 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 constituents or others in the payment 
to the Agency of assessments, tolls, or other charges levied by the Agency. 

34.  OBLIGATION OF AGENCY TO LEVY TAXES AND ASSESSMENTS 
(a)  When Obligated 
If in any year 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 contract then due or 
to become due within that year. 

(b) Enforcement by Officers of Agency 
Taxes or assessments levied 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 assessments levied by the Agency. 

(c)  Deposit in Separate Fund 
All money collected for taxes or assessments under this article shall be kept in a separate 

fund by the treasurer or other officer of the Agency charged with the safekeeping and 
disbursement of funds of the Agency, and, upon the written demand of the State, the treasurer or 
other officer shall pay over to the State all such money in his possession or control then due the 
State under this contract, which money shall be applied by the State to the satisfaction of the 
amount due under this contract. 
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(d)  Enforcement 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 assessment, 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 jurisdiction 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 limit 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 either party of any remedy specified herein for the enforcement of this 

contract is not exclusive 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 mutual agreement of the parties, except 

insofar as any proposed amendments are in any way contrary to applicable law. The State shall 
promptly furnish the Agency with copies of all contracts now or hereafter executed by the State 
for a dependable supply of project 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 lawful means the validity, 
constitutionality, construction or application 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 contract executed by the State for a dependable supply of project water shall contain a 
similar reservation with respect to State laws. 

38.  OPINIONS AND DETERMINATIONS 
Where the terms of this contract provide for action to be based upon the opinion, 

judgment, approval, review, or determination of either party hereto, such terms are not intended 
to be and shall never be construed as permitting such opinion, judgment, approval, review, or 
determination to be arbitrary, capricious, or unreasonable. 
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39.  CONTRACTING OFFICER OF THE STATE 
The contracting officer of the State shall be the Director of Water Resources of the State 

of California and his successors, or their duly authorized representatives. The contracting officer 
shall be responsible for all discretionary acts, opinions, judgments, approvals, reviews, and 
determinations required of the State under the terms of this contract. 

40.  SUCCESSORS AND ASSIGNS OBLIGATED 
This contract and all of its provisions shall apply to and bind the successors and assigns 

of the parties hereto. 

41.  ASSIGNMENT 
No assignment or transfer of this contract or any part hereof, rights hereunder, or interest 

herein by the Agency shall be valid unless and until it is approved by the State and made subject 
to such reasonable terms and conditions as the State may impose. 

42.  WAIVER OF RIGHTS 
Any waiver at any time by either party hereto of its rights with respect to a default or any 

other matter arising in connection with this contract, shall not be deemed to be a waiver with 
respect to any other default or matter. 

43.  NOTICES 
All notices that are required either expressly or by implication to be given by one party to 

the other under this contract shall be signed for the State by its contracting officer, and for the 
Agency by such officer as it may, from time to time, authorize in writing to so act. All such 
notices shall be deemed to have been given if delivered personally or if enclosed in a properly 
addressed envelope and deposited in a United States Post Office for delivery by registered or 
certified mail. Unless and until formally notified otherwise, all notices shall be addressed to the 
parties at their addresses as shown on the signature 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 authorized 

representatives shall have the right to inspect and make copies of any books, records, or reports 
of the other party pertaining 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, 
disbursements and receipts with respect to its activities under this contract and the Bond Act. 
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E.  SPECIAL PROVISIONS AND TABLES 

 

45.  SPECIAL PROVISIONS 
(a) <Timing of First Deliveries of Project Water> 
On or before June 30, 1963, the Agency shall furnish to the State its written request 

specifying the year in which the first delivery of project water from the East Branch Aqueduct as 
defined in Table H of this contract shall be made to the Agency. The timing of first deliveries of 
project water from said Branch Aqueduct shall be as so requested by the Agency: Provided, That 
in the event said request is, in the judgment of the State, incompatible with similar requests 
received from other contractors to be served from or through said Branch Aqueduct, which 
contractors have executed contracts with the State on or before June 30, 1963, the timing of first 
deliveries of project water to the Agency and such other contractors from said Branch Aqueduct 
shall be as established by mutual agreement among the State, the Agency, and said contractors: 
Provided further, That if such agreement has not been reached on or before December 31, 1963, 
the State may then construct said Branch Aqueduct in accordance with such construction 
schedules as, in the judgment of the State, will best serve the interests of all those contractors 
whose service areas are located south of the South Portal of the Tehachapi Tunnels and which 
have executed contracts with the State on or before June 30, 1963. 

(b)49 <Annual Entitlement Capacity> 
The State shall provide sufficient capacity in the transportation facilities, subject to the 

provisions of Article 17(b), to deliver 11 percent of the Agency’s annual entitlement in each of 
nine months in each year.  Subject to the foregoing limitation, in scheduling deliveries under 
Article 12(a) the State will provide for up to 24% of the Agency’s annual entitlement to be 
delivered in excess of a rate of 8 1/3 percent of the annual entitlement per month. 

(c) <Annexations to the Agency> 
The annexation to the Agency, authorized by Resolution No. 7 of the Board of Directors 

of the Agency dated May 27, 1963, is deemed to be approved by the department within the 
meaning of Article 15(b), and is generally described as the Lake Arrowhead Annexation. 

46.  AMENDATORY PROVISIONS 
<(a)50 Surplus Water - Deleted> 
<(b)51 Surcharge Credit - Deleted> 
(c)52 Turnouts and Measuring Devices 

(1)  Notwithstanding the provisions of Article 10(d), any delivery structure 
requested by the Agency, if in the opinion of the State the construction of the structure 
will not interfere with or adversely affect any project facilities or the construction or 
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operation thereof, may be designed and constructed by the Agency subject to the prior 
written approval by the State of plans and specifications for such structure and subject to 
construction supervision by the State: Provided, That the Agency other costs incurred by 
the State which in the opinion of the State are properly chargeable to any such turnout 
designed and constructed by the Agency: Provided further, That the provisions of Article 
10(d) shall apply to all delivery structures constructed by the State. 

(2)  Notwithstanding the provisions of Article 11, measuring devices and 
equipment to be installed in any delivery structure constructed by the Agency, pursuant to 
subdivision (c)(1) of this Article, may be acquired and installed by the Agency but shall 
be maintained and operated by the State: Provided, That such measuring devices and 
equipment as may be acquired and installed by the Agency shall be satisfactory and 
acceptable to the State: Provided further, That such devices and equipment shall be 
examined, tested, and serviced regularly by the State to insure their accuracy, and that at 
any time or times the Agency or any other contractor may inspect such devices and 
equipment, and the measurements and records taken therefrom: Provided further, That 
the provisions of Article 11 shall apply to all measuring devices and equipment acquired 
and installed by the State. 

<47. No such article exists.> 
<48. No such article exists.> 
<49. No such article exists.> 

50.53 WATER SYSTEM REVENUE BOND FINANCING COSTS 
(a) <Cost Provisions> 
Charges to the Agency for water system revenue bond financing costs shall be governed 

by provisions of this article. Charges to all contractors for water system revenue bond financing 
costs 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 system revenue bond anticipation 
notes). Annual financing costs shall include, but not be limited to, any annual principal 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, excess debt service coverage, interest, and other earnings of the State in 
connection with repayment of such revenue bond financing costs, when and as permitted by the 
bond resolution. 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 under this 
article from each contractor. Reserves, bond debt service coverage, interest, and other earnings 
may be used in the last year to retire the bonds. 

(b) <Annual Charges> 
Annual charges to recover water system revenue bond financing costs shall consist of two 

elements. 
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(1) 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 and 24 of this 
contract 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 accordance 
with Article 22. For transportation facilities, the charge shall be a part of the capital cost 
component of the Transportation Charge in accordance 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 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 water system 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 cost 
component charges for prior overpayments and underpayments shall be determined as if 
amortized over the remaining years of the project repayment period. 
(c) <Agency Invoice> 
The Water System Revenue Bond Surcharge will be identified by component and charge 

in the Agency’s invoice. 
(d) Timing of Payments  
Payments shall be made in accordance with Article 29(f) of this contract. 
(e) Reduction in Charges  
The Water System Revenue Bond Surcharge under Article 50(b)(2) shall cease for each 

series of water system revenue bonds when that series is fully repaid. However, the annual 
charge determined pursuant to Article 50(b)(1) shall continue to be collected for the time periods 
otherwise required under Articles 22 and 24. 
After the Department has repaid the California Water Fund in full and after each series of Water 

System 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(b)(1) 
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. 

(f) <Default Protection> 
To the extent economically feasible and justifiable, as determined by the State after 

consultation 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. 

(g) <Bond Issuing Process> 
Before issuing each series of water system 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 
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size of any water system revenue bond issuances and the form of any necessary resolutions or 
supplements. 

(h) Defaults 
(1) If a contractor defaults partially or entirely on its payment obligations 

calculated under this article and sufficient insurance or other security protecting the non-
defaulting contractors is not provided under Article 50(f), 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 
Table A entitlement bears to the maximum Table A entitlements of all non-defaulting 
contractors. However, such amount shall not exceed in any year 25 percent of the Water 
System 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. 

(2) 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 revenue bond 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 defaulting 
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. 

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

(4) Except as otherwise provided in Article 50(h)(3), 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 (h). The defaulting contractor 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 credits in proportion to their contributions 
towards the amount of the default with interest collected by the State on the defaulted 
amount. 
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(6) In the 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 Article 50(a). 

(7) Action taken pursuant to this subarticle 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. 
(i) Power of Termination 

(1) The Department and the Agency agree to negotiate in good faith the 
development of a means to provide adequate protection for the Department’s cash flow 
into priorities one and two for revenues under Water Code Section 12937(b) with the goal 
of obtaining agreement by April 1, 1987. The Department and the Agency agree to 
continue negotiations beyond April 1, 1987 if necessary to meet their common goal of 
arriving at agreement. 

(2) If such an agreement has not been reached by April 1, 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 a 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 1, 1989, the Director may terminate the authority of the 
Department to issue additional series of water system revenue bonds using the repayment 
provisions of Article 50. The Department shall promptly notify the Agency and other 
contractors that the Director has exercised the power of termination. 

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

(5) An exercise of the power to terminate provided in this subarticle 50(i) 
shall also rescind any changes made by this amendment in the schedule of payment of 
overpayment or underpayment of capital costs resulting from a change in the project 
interest rate and shall also rescind the addition of item (7) to Article 1(r). However, if the 
Department has borrowed any funds under Article 1(r)(7), Article 1(r)(7) shall remain in 
effect as to that and only that borrowing. Upon the exercising of the power to terminate, 
subarticles 28(e) and (f) shall be rescinded and Article 1(r) shall read as it previously read 
as shown on Attachment Number 1 to this amendment. <Attachment 1 is included at the 
end of this contract.> 

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

(7) If the Director does not exercise the power of termination before 
January 1, 1989, this Subarticle 50(i) shall expire, and the remainder of this Article 50 
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shall remain in effect. Changes made by this amendment to other articles shall also 
remain in effect. 
(j) 54 <Payments Unaffected by Article 51> 
Amounts payable under this article shall not be affected by any reductions in payments 

pursuant to Article 51. 

51.55 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. In 1998 or when the funds 
become available an additional $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 would otherwise be credited to the contractors 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 charges for pumping water, to all the 
contractors for the previous year from 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 
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 
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specified in subdivision (c)(2)(v) of this article plus 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 projects. 
(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: 

(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 
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. 

(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. 
(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 pursuant to subdivision (c)(1) above exceed the 
revenue needs determined pursuant 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 pay 
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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 other provisions 
of this contract. 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 
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. 

(5)  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 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 after the date 
of the invoice. Delinquency and interest on delinquent amounts due shall be governed by 
Article 32. 
(d) Apportionment of Reductions between Agricultural and Urban Contractors 

(1) Reductions available under 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 below. The State shall determine the availability of reductions for each year in 
accordance with this article. 

(2) Reductions 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) In 1998 reductions in the amount of $17 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. 

(iii) In 1999 reductions in the amount of $32 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. 
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(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 Contractors have been eliminated in a given year shall the remaining 
shortfall 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 at the project interest rate to the 
earliest subsequent years when reductions in excess 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 whose reductions have been 
deferred. 

(ii) In the event that the aggregate amount of reductions available in 
any of the years 1997 through 2000 is greater than the sum of (A) the respective 
amount projected for such year in subdivision (d)(2) above, plus (B) the amount 
of any shortfall with accrued interest at the project interest rate, remaining from 
any prior year to be applied, the excess shall be applied for the purposes and in 
the amounts per year described 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. If reductions are available in an 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 shortages shall be applied without interest in the 
next year in which reductions in an amount in excess 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 $40.5 million are available. 
(5) Annual charges to a contractor shall only be reduced prospectively from 

and after the date it executes the Monterey Amendment to this contract. Apportionments 
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of reductions shall be calculated on the assumption that all contractors have executed 
such amendment. 
(e) Review of Financial 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: 

(i) 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) $40.5 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 additional 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 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) Third, 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 million per year shall be 
allocated to make up any shortfalls in the annual 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 
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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 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. 

(f) 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 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. 

(ii) 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 entitlement associated with transfers of 
entitlement 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 entitlements as 
calculated in subdivision (f)(1) of this article by thirty percent (30%). 
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(ii) 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%). 

(iii) A total, 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 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. 
(g) Apportionment of Reductions Among Agricultural Contractors 

(1) Reductions in annual charges apportioned to Agricultural Contractors 
under subdivisions (d) and (e) 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 include any costs associated with the 45,000 acre-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 reduced by the transfer of any of the 130,000 acre-feet of annual 
entitlements provided for in subdivisions (a) through (i) of Article 53. The proportionate 
shares for 1997 through 2001 shall be calculated as follows: 
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(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. 

(iii) Kern County Water Agency and Dudley Ridge Water District 
totaled costs shall be reduced for the 45,000 acre-feet of annual entitlement being 
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 entitlement 
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 (ii), (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. 
(h) Agricultural Rate Management Trust Fund 

(1) Establishment. Through a trust agreement executed contemporaneously 
with this amendment, the State and the Agricultural 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 
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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 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 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 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 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. 

(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 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 Supplemental 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 
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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 repayment period, that 
contractor may direct the trustee to pay such excess to the contractor. 

(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 article, 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 District, 
(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 Kern County Water Agency for 119,600 acre-feet of its 
entitlement. 
(j) <No Subtitle> 
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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52.56 KERN WATER BANK 
(a) <No Subtitle> 
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 Kern 
Fan Element of the Kern Water Bank” (the Kern Water Bank Contract), the real and personal 
property described therein. 

(b) <No Subtitle> 
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 water 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 programs. 

53.57 PERMANENT TRANSFERS AND REDUCTIONS OF ENTITLEMENT 
(a) <No Subtitle> 
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 terms and 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 
Agency (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 forth 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 or a public entity which 
obtains project water from an Agricultural Contractor. 

                                                 
56 Added: Amendment 17 
57 Added: Amendment 17 
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(b) <No Subtitle> 
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) <No Subtitle> 
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 exercising 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) <No Subtitle> 
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 entitlements as 
well as transportation rights in accordance with the following terms and procedure:  

(1) The Agricultural Contractor 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 Notice 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 mails 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 determines 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 NOIs 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 NOIs. An offer by an Urban 
Contractor in its NOI to purchase less than the entire annual entitlement and 
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transportation right being transferred shall not be deemed to be an effective exercise of 
the right of first refusal unless other Urban Contractors submit NOIs to purchase the 
remainder of the annual entitlement and transportation right or the noncontractor buyer 
agrees to purchase the remainder at the same unit price and on the same terms and 
conditions provided for in the Proposed 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 perform the purchase. 

The Performance Date shall be extended at the request of the Urban Contractor if 
a temporary restraining order or preliminary injunction 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 changes in 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. 

(5) If an Urban Contractor issuing a NOI fails to complete its exercise of the 
Right of First Refusal by the Performance Date, the seller shall be free to sell its 
entitlement in substantial conformance with the terms and conditions 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 Contractor and the assignee shall have the same 
rights as the assignor to complete the purchase by the Performance Date. 

(6) In exercising the Right of First Refusal, an Urban 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 entitlement and transportation rights without condition and without being 
entitled to enforce or being subject to any other provisions of the Proposed Contract. 
(e) <No Subtitle> 
As used in this article, “price” shall mean the dollar amount of consideration provided for 

in the Proposed Contract. 
(f) <No Subtitle> 
Upon the effective date of any such transfer, the seller shall be relieved of and the buyer 

shall become liable to the State 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 
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supply contract of the type contained in Department of Water 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 subdivision (g) of this article.  

(g) <No Subtitle> 
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 so 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 resulting adverse impacts upon its ability to 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 
capacity 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 impaired. The capital cost and 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 increased Transportation 
minimum operation, maintenance, power and replacement component charges allocated to the 
buying contractor pursuant to this subdivision (g) shall begin January 1 of the year following the 
effective date of the transfer.  

(h) <No Subtitle> 
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 contracts 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, however, that for a buying 
contractor needing transportation 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) <No Subtitle> 
On January 1 following the year in which such Monterey Amendments take effect and 

continuing every year thereafter until the end of the project repayment period: (i) Kern County 
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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 relinquish 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-feet 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. 

54.58  USAGE OF LAKES CASTAIC AND PERRIS 
(a) <No Subtitle> 
The State shall permit the contractors participating in repayment of the capital costs of 

Castaic Lake (Reach 30) and Lake 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 repayment 
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 
proportionate use factors from the Department of Water Resources’ Bulletin 132-94, Table B-1 
upon which capital cost repayment obligations are based, as follows:  

Castaic Lake 

Participating Contractor Proportionate Use Factor Maximum Allocation 
(Acre Feet) 

The Metropolitan Water 
District of Southern California 

0.96212388 153,940 

Ventura County Flood Control 
and Water Conservation 
District 

0.00860328 1,376 

Castaic Lake Water Agency 0.02927284 4,684 
Total 1.00000000 160,000 
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The Metropolitan Water District of Southern California, as the only contractor 
participating in repayment of Lake Perris, shall be allocated a Maximum Allocation at Lake 
Perris of 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 be 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 State which approval shall be given 
unless there are adverse impacts upon another contractor 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) <No Subtitle> 
The State shall operate Castaic and Perris Reservoirs as transportation facilities in a 

manner consistent with this article. A contractor desiring to withdraw a portion 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 a schedule 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 delivery schedule at any time, and the modified 
schedule shall be subject to review in the same manner. If necessary, the State may modify the 
schedule after consultation with the contractor and other contractors participating in repayment 
of that reach but may not change the total quantity of water to be withdrawn. As part of the 
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. 

(c) <No Subtitle> 
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 of the contractor’s storage withdrawals and replacements. In 
any year, the State shall permit a contractor to withdraw an amount equivalent to the contractor’s 
Maximum Allocation 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 outside of its service area 
pursuant to Article 56 shall be the sum of the maximum amount the contractor can add to storage 
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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. Final Water Supply Allocation 
Percentage 

2. Maximum Acre-Feet of Scheduled 
Entitlement for Restoring 

Maximum Allocation* 
50% or less 100,000 

51% 98,000 
52% 96,000 
53% 94,000 
54% 92,000 
55% 90,000 
56% 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 
65% 70,000 
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 
100% no limit 

*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. 

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. 
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(d) <No Subtitle> 
For any replacement water furnished to reservoir storage pursuant to this article, the 

responsible contractor shall 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 shall 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) <No Subtitle> 
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 Metropolitan Water District of Southern California’s water supply contract with the State 
to maintain an amount of water reasonably sufficient to meet emergency requirements of the 
contractors participating in repayment of that reach. A contractor receiving water pursuant to this 
article accepts that the State shall not be liable for any damage, direct or indirect, 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 permit or require the State to 
adjust allocations or deliveries under Article 18. 

(f) <No Subtitle> 
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) <No Subtitle> 
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 importation facilities serving the State project service 
area. The State shall promptly replace water within the Maximum Allocation as soon as the need 
for the reduction terminates. 

55.59 TRANSPORTATION OF NONPROJECT WATER 
(a) <No Subtitle> 
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 

                                                 
59 Added: Amendment 17 
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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) <No Subtitle> 
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 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. 

(c)  <No Subtitle> 
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 specified in this article shall be paid for at the same time the corresponding 
project water costs are paid. 

56.60  USE, STORAGE AND SALE OF PROJECT WATER OUTSIDE OF SERVICE 
AREA AND STORAGE OF WATER IN PROJECT SURFACE CONSERVATION 
FACILITIES 
(a) 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 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 Service Area 

(1)  A contractor may elect to store project water outside its service area for 
later use within its service area, up to the limits and in accordance with the provisions 
provided for in this subdivision (c) and any applicable water right laws, by setting forth 
on the preliminary water delivery schedule submitted to the State on or before October 1 
of each year pursuant to Article 12(a) the quantity of project water it wishes to store in 
the next succeeding year. There shall be no limit on the amount of project water a 

                                                 
60 Added: Amendment 17 
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contractor can store outside its service area during any year in a then existing and 
operational groundwater storage program. 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 Table A annual entitlement shown in column 2 or 
the acre-feet shown in column 3 of the following table, depending on the State’s final 
water supply allocation percentage as shown in column 1. However, there shall 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). 

 

1. 
Final Water Supply Allocation 

Percentage 

2. 
Maximum Percent of Agency’s 
Annual Entitlement That Can be 

Stored 

3. 
Maximum Acre-Feet That Can 

be Stored 

50% or less 25% 100,000 
51% 26% 104,000 
52% 27% 108,000 
53% 28% 112,000 
54% 29% 116,000 
55% 30% 120,000 
56% 31% 124,000 
57% 32% 128,000 
58% 33% 132,000 
59% 34% 136,000 
60% 35% 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 
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 50% 200,000 
 

(2) Storage capacity in project surface conservation facilities at any time in 
excess of that needed for project operations shall be made available to requesting 
contractors for storage of project and nonproject water. If such storage requests exceed 
the available storage capacity, the available capacity shall be allocated among contractors 



 

71 
 

Disclaimer: This document integrates Crestline Lake Arrowhead Water Agency’s State Water Project water supply contract and amendments to 
the contract entered into since June 22, 1963. It is intended only to provide a convenient reference source, and the Department of Water 
Resources is unable to provide assurances that this integrated version accurately represents the original documents. For legal purposes, or when 
precise accuracy is required, users should direct their attention to original source documents rather than this integrated version. 

requesting 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 reallocation 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 Table A’s for that 
year. If such reallocation results in the need 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. 
Second, water stored for a contractor that previously was in excess of that 

contractor’s allocation of storage capacity. 
Third, water stored for a contractor that previously was within that contractor’s 

allocated storage capacity. 
The State shall give as much notice as feasible of a potential displacement. 

(4) Any contractor electing to store project water outside 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 
Reservoirs pursuant to Article 54, 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. 

(5) 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 (c), a contractor shall pay the State the same (including adjustments) for 
power resources (including on-aqueduct, off-aqueduct, and any other power) incurred 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 same for power resources (including on-aqueduct, off-aqueduct, and any 
other power) incurred in the transportation of such water calculated from the point of 
return to the aqueduct to the turn-out in the contractor’s service area. In addition, the 
contractor shall pay all incremental operation, 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 
nonpower costs which would not be incurred if such water were scheduled for or 
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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 to store project water in a 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 article during that year, and the 
contractor 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. 

(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 water remaining in the Pool 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 placed 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 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 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 purchased by contractors or the State by March 1 may be withdrawn from the Pool by 
the selling contractor. 

(4) Each year the price per acre-foot to be paid by the State to contractors 
selling water remaining in the Pool or placed in the Pool after February 15, but on or 
before March 15 that is purchased by a contractor requesting 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-five percent (25%) of the Delta water rate as of the later 
date. Any water placed in the Pool on or before March 15 that is not purchased by a 
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contractor or the State by April 1 may be withdrawn from the Pool by the selling 
contractor. 

(5) If 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 requesting such water 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 
contractors 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 offered 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 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 water as if such water were 
entitlement water, as well as all incremental operation, 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 nonpower costs which would not be incurred if such water were not scheduled for 
or delivered to the buyer. Only those buyers not participating in the repayment of a reach 
shall be required to pay any use of facilities charge 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 Article 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 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 outside 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 entered 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 
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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 storage 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 authority to determine whether transfers of 
water constitute “bona fide exchanges” within the meaning of this paragraph and not disguised 
sales. 

(g) Other Transfers 
Nothing in this article shall be deemed to modify or amend the provisions of Article 

15(a), or Article 41, except as expressly provided for in subdivisions (c) and (d) of this article. 

57.61 <INTENTIONALLY LEFT BLANK FOR FUTURE USE> 

58.62 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 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.  

                                                 
61 Added: Amendment 18 
62 Added: Amendment 18 
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IN WITNESS WHEREOF, the parties hereto have executed this contract on the date first 
above written. 

IN WITNESS WHERF;OF, the parties l\eret'o ha.ve e,ecuted this cont,act on the dote first above, 

written. 

Approved os to legal form and sufliciency: STATE OF CALIFORNIA 

~ DEPARTf4NT OF., WATER RESOURCES 

~)s:Q-you ~ _).~ 
For Chief Counsel • I .ivv-Ct:" Director 

Department of Water Resources 

P.O. Box 388 
Socrame-nto, Califomia 

Attest: 

Secretary 

Crestline-Lake Arrowhead Weter Agency 

P.O. Box 880 
Crestline, California 

Approved as to form and execution: 

CRESTLINE-LAKE ARROWHEAD WATER AGENCY 
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TABLE A63 
ANNUAL ENTITLEMENTS 

CRESTLINE-LAKE ARROWHEAD WATER AGENCY 
 

Year (acre-feet) 
 

1 (1972) 526 

2 (1973) 870 

3 (1974) 1,160 

4 (1975) 1,450 

5 (1976) 1,740 

6 (1977) 2,030 

7 (1978) 2,320 

8 (1979) 2,610 

9 (1980) 2,900 

10 (1981) 3,190 

11 (1982) 3,480 

12 (1983) 3,770 

13 (1984) 4,060 

14 (1985) 4,350 

15 (1986) 4,640 

16 (1987) 4,930 

17 (1988) 5,220 

18 (1989) 5,510 

19 (1990) 5,800 

and each succeeding year thereafter,  
for the term of this contract          5,800 
 

64In 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.

                                                 
63 Amended: Amendment 10 
64 Amended: Amendment 18 
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TABLE B 
ALLOCATED PROPORTION OF COSTS OF PROJECT TRANSPORTATION FACILITIES 

<Placeholder: Table B, shown in Agency’s 1963 Contract, without numbers.> 
<Table B is published as Tables B-1 & B-2 in Bulletin 132.> 

 
 
 

TABLE C 
PROJECTED ALLOCATION OF CAPITAL COST OF PROJECT TRANSPORTATION FACILITIES  

<Placeholder: Table C, shown in Agency’s 1963 Contract, without numbers.> 
<Table C is published as Table B-14 in Bulletin 132.> 

 
 
 

TABLE D 
TRANSPORTATION CHARGE - CAPITAL COST COMPONENT 

<Placeholder: Table D, shown in Agency’s 1963 Contract, without numbers.> 
<Table D is published (Unadjusted) as Table B-15 in Bulletin 132.> 

 
 
 

TABLE E 
TRANSPORTATION CHARGE - MINIMUM OPERATION, MAINTENANCE, POWER, 

AND REPLACEMENT COMPONENT 
<Placeholder: Table E, shown in Agency’s 1963 Contract, without numbers.> 

<Table E is published as Table B-16A in Bulletin 132.> 
 
 
 

TABLE F 
TRANSPORTATION CHARGE—VARIABLE OPERATION, MAINTENANCE, POWER, 

AND REPLACEMENT COMPONENT 
<Placeholder: Table F, shown in Agency’s 1963 Contract, without numbers.> 

<Table F is published in summary form as Table B-18 in Bulletin 132.> 
 
 
 

TABLE G 
PAYMENT SCHEDULE 

<Placeholder: Table G, shown in Agency’s 1963 Contract, without numbers.> 
<Table G is published in summary form as Table B-19 in Bulletin 132.> 
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TABLE H65 
PROJECT TRANSPORTATION FACILITIES 

CRESTLINE-LAKE ARROWHEAD WATER AGENCY 
 
A San Joaquin Valley-Southern California Aqueduct extending to the South Portal of the San 
Bernardino Tunnel on the East Branch Aqueduct defined below, to the extent such aqueduct is 
determined by the State to be required for water transportation.  
(1) “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 
Junction of East and West Branches to a terminus in the vicinity of Perris, Riverside County. 

 
  

                                                 
65 Amended: Amendments No. 2, 3 
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TABLE I 
AQUEDUCT REACHES 

CRESTLINE-LAKE ARROWHEAD 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 II 
Aqueduct 

Tehachapi Pumping Plant to South Portal 
Tehachapi Tunnels: 
 

 
Tehachapi Pumping Plant 
 (Pumping Plant VI) 
Tehachapi Tunnels 

South Portal Tehachapi Tunnels to Junction, 
East and West Branches: 

 
Cottonwood Power Plant 
Aqueduct 

 
EAST BRANCH 

 

Junction, East and West Branches to Little 
Rock Creek: 

Aqueduct 

Little Rock Creek to West Fork Mojave River: Pearblossom Pumping Plant 
Aqueduct 
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ATTACHMENT 1 
<Amendment No 14> 
<Only would apply if condition in Article 50(i)(5) met.> 
 
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 the State under any other authority granted by the Legislature or 

the voters, 
(4) bonds issued by any agency, district, political subdivision, public corporation, or 

nonprofit corporation of this State, 
(5) 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 interest rate 
earned over the period of such borrowing 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 conservation facilities, and the supplemental conservation facilities, 
(except off-aqueduct 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. 
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STATE OF CALIFORNIA 

CALIFORNIA NATURAL RESOURCES AGENCY 
DEPARTMENT OF WATER RESOURCES 

     

AMENDMENT NO. 19 (THE CONTRACT EXTENSION AMENDMENT) 
TO WATER SUPPLY CONTRACT BETWEEN THE STATE OF CALIFORNIA 

DEPARTMENT OF WATER RESOURCES AND CRESTLINE-LAKE ARROWHEAD 
WATER AGENCY FOR CONTINUED SERVICE AND THE TERMS AND CONDITIONS 

THEREOF 

THIS AMENDMENT to the Water Supply Contract is made this 18th day of 
January, 2019, 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 Crestline-Lake 
Arrowhead Water Agency, herein referred to as the “Agency.” 

Note on document version 

This version of the contract amendment has been revised to 
comply with accessibility requirements of Section 508 of the 
Rehabilitation Act. Contents are unchanged from 
the original.  
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RECITALS 

A. The State and the Agency entered into and subsequently amended a water 
supply contract (the “contract”), dated June 22, 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 

B. 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 

C. The longest of the above referenced periods in Article 2 would have ended in this 
contract on June 22, 2038; and 

D. 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 

E. 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 

F. 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  

G. 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  

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 

I.  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;  

(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; 
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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;  

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

  
(iii) Specifies the disposition of such Local Project or of the 

yield from such Local Project upon the expiration of such period of 
time.  
(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 
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from facilities described in 2(A), (B), (C), or (D) above, or the reduced demand 
from future conservation programs described in 2(E) above in the allocation of 
deficiencies among Contractors will be based on a project-by-project evaluation 
taking into consideration such factors as any limitation on the use of the water 
from such facilities and whether the sponsoring Contractor has access to Project 
Water from the Delta as an alternate to such facilities.  
(b) “Agricultural Use” shall mean any use of water primarily in the 

production of plant crops or livestock for market, including any use incidental thereto for 
domestic or stock-watering purposes.  

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

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

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

(f) “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).  

(j) “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. 

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

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

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

(q) “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. 

(r) “Financing Costs” shall mean the following:  
(1) principal of and interest on Revenue Bonds, 
(2) debt service coverage required by the applicable bond resolution or 

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

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

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

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

(2) operation, maintenance, and power costs allocated in an amount 
which is dependent upon and varies with the amount of Project Water delivered 
to the Contractors are “Incurred” when the good, service or other consideration is 
provided, regardless of when the expenditure for the good, service or other 
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.  
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(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 
including but not limited to:   

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

(2) agreements now in effect or as hereafter amended or 
supplemented between the State and the United States and others regarding the 
division of utilization of waters of the Delta or streams tributary thereto. 
(y) “Monterey Amendment” shall mean the substantially similar 

amendments to Contractors’ Water Supply Contracts that included, among other 
provisions, the addition of Articles 51 through 56.  

(z) “Municipal Use” shall mean all those uses of water common to the 
municipal water supply of a city, town, or other similar population group, including uses 
for domestic purposes, uses for the purposes of commerce, trade or industry, and any 
other use incidental thereto for any beneficial purpose.  
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(aa) “Nonproject Water” shall mean water made available for delivery to 
Contractors that is not Project Water as defined in Article 1(ah).  

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

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

(ad) “Project Interest Rate” shall mean the following: 
(1) Prior to the Billing Transition Date, the weighted average 

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

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

shall be four and six hundred and ten thousandths percent (4.610%) per annum. 
(ae) “Project Repayment Period” shall mean that period of years 

commencing on January 1, 1961, and extending until December 31, 2035.  
(af) “Project Revenues” shall mean revenues derived from the service of 

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

(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-
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Gardner and any other generating and associated transmission facilities, 
constructed or financed in whole or in part by the State, which are 
economically competitive with alternative power supply sources as 
determined by the State.  
(3) Those facilities specified in subparagraph (7) of Section 12934(d) of 

the Water Code which are necessary and appurtenant to the facilities included 
under (1) and (2) above.  
(ah) “Project Water” shall mean water made available for delivery to the 

Contractors by the Project Conservation Facilities and the Project Transportation 
Facilities included in the System.  

(ai) “Revenue Bonds” shall mean the following types of instruments payable 
from the sources provided in the Central Valley Project Act: revenue bonds, notes, 
refunding bonds, refunding notes, bond anticipation notes, certificates of indebtedness, 
and other evidences of indebtedness.  

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

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

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

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

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

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

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

(1) The North Bay Aqueduct,  
(2) The Coastal Branch Aqueduct,  
(3) Delta Facilities, including Suisun Marsh facilities, to serve the 

purposes of water conservation in the Delta, water supply in the Delta, transfer of 
water across the Delta, and mitigation of the environmental effects of Project 
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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,  

(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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22.  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 
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 
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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:  
 

(𝑐𝑐1 − 𝑟𝑟1)(1 + 𝑖𝑖)−1 + (𝑐𝑐2 − 𝑟𝑟2)(1 + 𝑖𝑖)−2 + ⋯+ (𝑐𝑐𝑛𝑛 − 𝑟𝑟𝑛𝑛)(1 + 𝑖𝑖)−𝑛𝑛

𝑒𝑒1(1 + 𝑖𝑖)−1 + 𝑒𝑒2(1 + 𝑖𝑖)−2 + ⋯+ 𝑒𝑒𝑛𝑛(1 + 𝑖𝑖)−𝑛𝑛
 

Where: 
i  =  The Project Interest Rate.  
c  =  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).  

r  =  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).  

1, 2, and n 
appearing  
below  
c and r  =  The respective year of the Project Repayment Period during which the  
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  costs included in the respective category are Incurred, n being the last  
  year of the Project Repayment Period.  

e  =  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.  

e  =  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.  

1, 2, and n  
appearing  
below  e  = 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 
of    the Project Repayment Period.  
n used  
as an  
exponent =  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 
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 
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any, between revenues received by the State under the Delta Water Charge prior 
to January 1, 1970, and revenues which would have been received under the 
charge prior to that date had it been computed and charged in accordance with 
subdivisions (a)(3) and (4) of this article. Upon such computation, a document 
establishing such rates shall be prepared by the State and attached to this 
contract as an amendment of this article. The State shall recompute such rates 
each year thereafter, and each such recomputation shall take account of and 
reflect increases or decreases from year to year in projected costs, outstanding 
reimbursable indebtedness of the State Incurred to construct the Project 
Conservation Facilities described in subdivisions (c)(1) through (c)(3) of this 
article, Annual Table A Amounts, deliveries of Project Water, Project Interest 
Rate, revenues from the sale or other disposal of electrical energy, and all other 
factors which are determinative of such rates. In addition, each such 
recomputation shall include an adjustment of the rates for succeeding years 
which shall account for the differences, if any, between projections of costs used 
by the State in determining such rates for all preceding years, and actual costs 
Incurred by the State during such years. Upon each such recomputation, an 
appropriately revised copy of the document establishing such rates shall be 
prepared by the State and attached to this contract as an amendment of this 
article.  

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

Date. The provisions of this subdivision (b) of this article shall apply only to costs 
Incurred on or after the Billing Transition Date.  

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

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

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

(2) Determination of Charge Components. These three components of the 
Delta Water Charge for each calendar year, together with that portion of the 
revenues derived during such calendar year from the sale or other disposal of 
electrical energy generated in connection with operation of Project Conservation 
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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 
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: 
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(i) Project Conservation Facility Capital Costs paid with 
the proceeds of Water System Facility Revenue Bonds, 

(ii) 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 

(v) Project Conservation Facility Capital Costs prepaid by 
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 State in accordance with the cost 
allocation principles and procedures set forth in subdivision (c)(1) through 
(c)(3) and (b)(6) of this article, which 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.  
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TABLE B 
PROJECTED ALLOCATIONS TO  

CRESTLINE-LAKE ARROWHEAD WATER AGENCY  
OF PROJECT CONSERVATION FACILITY CAPITAL COSTS INCURRED ON OR 

AFTER THE BILLING TRANSITION DATE 

  Projected Allocations in Thousands of Dollars   

Year 

Costs to 
be Paid 

with 
Proceeds 
of Water 
System 
Facility 

Revenue 
Bonds 

Costs to be 
Paid with 

the 
Proceeds of 

Bonds 
issued 

under the 
Burns-

Porter Bond 
Act 

Costs to be 
Paid with 

Amounts in 
the SWRDS 

Reinvestment 
Account 

Costs to be 
Paid 

Annually for 
Assets That 
Will Have a 

Short 
Economic 

Useful Life or 
the Costs of 

which are 
Not 

Substantial 

Costs 
Prepaid by 

the 
Agency 

1*      
2      
3      

 
* Year commencing with the Billing Transition Date. 

(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:  

(i) 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, 

(iii) 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 
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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  

CRESTLINE-LAKE ARROWHEAD 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   

Year 

Costs to be 
Paid with 

Proceeds of 
Water System 

Facility 
Revenue 
Bonds 

Costs to be 
Paid with the 
Proceeds of 

Bonds 
issued 

under the 
Burns-Porter 

Bond Act 

Costs to be 
Paid with 

Amounts in 
the SWRDS 

Reinvestment 
Account 

Costs to be Paid 
Annually for Assets 

That Will Have a Short 
Economic Useful Life 
or the Costs of which 
are Not Substantial 

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. 
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TABLE D  
DELTA WATER CHARGE -- ESTIMATED MINIMUM OPERATION, MAINTENANCE, 

POWER AND REPLACEMENT COMPONENT FOR COSTS INCURRED ON OR 
AFTER THE BILLING TRANSITION DATE 

CRESTLINE-LAKE ARROWHEAD 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 
CRESTLINE-LAKE ARROWHEAD 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 allocated 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 
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.  
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TABLE F  
REPAYMENT SCHEDULE -- DELTA WATER CHARGE FOR COSTS INCURRED ON 

OR AFTER THE BILLING TRANSITION DATE 
CRESTLINE-LAKE ARROWHEAD WATER AGENCY 

Year Capital Cost 
Component 

Minimum 
Component 

Variable 
Component 

Total 

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 I (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. 

(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. 



STATE WATER PROJECT WATER SUPPLY CONTRACT EXTENSION AMENDMENT 
Execution Version 

 
 

 28 

(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 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 
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 
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 
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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 shall 
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 
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 
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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. 

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 allocation 
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, 
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respectively.  
(c) Segregation of Aqueduct Reaches for All Transportation Charge 

Purposes. For the purpose of allocations of costs among Contractors pursuant to 
subdivisions (a) and (b) of this article, and Articles 24, 25 and 26, the Project 
Transportation Facilities shall be segregated into such aqueduct 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 

CRESTLINE-LAKE ARROWHEAD 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 II 
Aqueduct 

Tehachapi Pumping Plant to South Portal 
Tehachapi Tunnels: 

Tehachapi Pumping Plant 
 (Pumping Plant VI) 
Tehachapi Tunnels 

South Portal Tehachapi Tunnels to 
Junction, East and West Branches: 

Cottonwood Power Plant 
Aqueduct 

EAST BRANCH  

Junction, East and West Branches to Little 
Rock Creek: 

Aqueduct 

Little Rock Creek to West Fork Mojave 
River: 

Pearblossom Pumping Plant 
Aqueduct 

 
(This table was labeled Table I 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. 

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 
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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.  

TABLE H 
PROJECTED ALLOCATIONS OF CAPITAL COSTS INCURRED PRIOR TO THE 

BILLING TRANSITION DATE OF  
PROJECT TRANSPORTATION FACILITIES TO  

CRESTLINE-LAKE ARROWHEAD 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 I 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 I shall be subject to 
redetermination by the State, pursuant to Article 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 
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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.  

(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 I  
TRANSPORTATION CHARGE FOR COSTS INCURRED PRIOR TO THE BILLING 

TRANSITION DATE -- CAPITAL COST COMPONENT  
CRESTLINE-LAKE ARROWHEAD WATER AGENCY 

(In Thousands of Dollars) 

Year Annual Payment of 
Principal 

Annual Interest 
Payment 

Total Annual 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, 
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(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 
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  

CRESTLINE-LAKE ARROWHEAD WATER AGENCY 
OF PROJECT TRANSPORTATION FACILITY CAPITAL COSTS INCURRED ON OR 

AFTER THE BILLING TRANSITION DATE 

  Allocations in Thousands of Dollars   

Year 

Costs to be 
Paid with 

Proceeds of 
Water 

System 
Facility 

Revenue 
Bonds 

Costs to be 
Paid with the 
Proceeds of 

Bonds 
issued under 

the Burns-
Porter Bond 

Act 

Costs to be 
Paid with 

Amounts in 
the SWRDS 

Reinvestment 
Account 

Costs to be 
Paid 

Annually for 
Assets That 
Will Have a 

Short 
Economic 

Useful Life or 
the Costs of 

which are Not 
Substantial 

Costs Prepaid 
by the Agency 

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 

CRESTLINE-LAKE ARROWHEAD WATER AGENCY 

  Projected Charges in Thousands of Dollars   

Year 

Costs to be Paid 
with Proceeds of 

Water System 
Facility Revenue 

Bonds 

Costs to be Paid 
with the 

Proceeds of 
Bonds issued 

under the Burns-
Porter Bond Act 

Costs to be 
Paid with 

Amounts in the 
SWRDS 

Reinvestment 
Account 

Costs to be 
Paid Annually 

for Assets That 
Will Have a 

Short Economic 
Useful Life or 
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. 

(1) 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.  

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.  
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(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 aqueduct 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. 
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 (c)(1) of this article, the total Capital 
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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 
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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TABLE M   
TRANSPORTATION CHARGE -- MINIMUM OPERATION MAINTENANCE, POWER, 

AND REPLACEMENT COMPONENT  
CRESTLINE-LAKE ARROWHEAD 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 
(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 
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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 
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 
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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  
CRESTLINE-LAKE ARROWHEAD 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 

CRESTLINE-LAKE ARROWHEAD WATER AGENCY 

Year Capital Cost 
Component 

Minimum 
Component 

Variable 
Component 

Total 

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) 

  



STATE WATER PROJECT WATER SUPPLY CONTRACT EXTENSION AMENDMENT 
Execution Version 

 
 

 48 

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 
from or added to the adjusted capital component for that year and paid or 
credited in accordance with the following schedule: 
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Percent that Transportation Charge for 
costs Incurred prior to the Billing 

Transition Date differs from last estimate 
(+ or -) 

Period, in years, for amortizing 
the difference 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% 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 
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 
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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 
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 
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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; 

(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 
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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 
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 
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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 
(a) 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 
annual charge determined pursuant to Article 50(a)(1)(A) shall 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 
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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. 

(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.  
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(3) 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 consultation 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 
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 
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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 defaulting 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 (c) 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 
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)  In the 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 article.  

(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 
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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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51.  FINANCIAL ADJUSTMENTS. 
(a) 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. 
(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: 

(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. 
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 (ii) 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. 
 (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. 
(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 
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.  
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(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 
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 
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to the Contractor by the amount of the supplemental bill to the 
Contractor.  

(5) 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 
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 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.  
 (ii)  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.  
(e)  Revenues and Reports. 

(1)  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  

(ii)  $48 million. 
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: 
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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.  
(f)  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. 
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(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.  

(ii) 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%). 

(ii) 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%). 

(iii) A total, 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. 
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(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 II transportation costs, (b) on the basis 
of that Table A amount 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 Table A amount which also does not bear Coastal Branch Phase II 
transportation costs. 
(g) 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 
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 Agricultural 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. 

(iii) 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. 
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(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 (ii), (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. 
 (h) Agricultural Rate Management Trust Fund. 

(1) Establishment. Through a trust agreement executed 
contemporaneously with this amendment, the State and the Agricultural 
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 
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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.  

(ii) 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 
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.  

(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 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 Supplemental 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 
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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 
repayment period, that Contractor may direct the trustee to pay such excess to the 
Contractor.  

(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 article, 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 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.  
(j) 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 

II. ARTICLE 61 IS ADDED TO THE CONTRACT AS A NEW ARTICLE AS 
FOLLOWS: 

61. 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: 

(i)  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)(iii). 

(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 
adjustment, provided that the maximum amount shall not be less than 
$150 million.  

(iii)  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. 
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(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), (ii) earnings from the 
investment of amounts in the SWRDS Reinvestment Account, (iii) payments by 
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  
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(iii)  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.  

(i) 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.  

(ii) 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: 

(a) 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.  
(iii) 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.  

(iv) 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.  
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(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); (ii) 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 
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 
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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 appropriate customers and users of System facilities. With respect to those 
System costs that are reimbursable by the Contractors, the State should allocate 
financial responsibility for such costs in a manner that is both lawful and 
equitable, and which endeavors to recover such costs from the appropriate 
Contractors. If the 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 

III. APPENDIX B IS ADDED TO THE CONTRACT AS A NEW APPENDIX AND 
SHALL READ AS FOLLOWS:  

APPENDIX B 
SYSTEM REPORTING PRINCIPLES 

A. 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. 

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

3. 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. 

4. 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. 

5. Principle 5: DWR will use standardized System-wide business rules and 
utilize a centralized financial system, such as SAP, UCABS, or other system, 
to provide controls/validations to ensure data integrity and reliable reporting. 

6. Principle 6: DWR will use standardized data integrity rules in the development 
and publication of reports, including but not limited to the following: 
(1) Data integrity refers to the accuracy and consistency of data stored in a 

database, data warehouse, data mart or other construct. 
(2) Data integrity processes verify that data has remained unaltered in transit 

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

(3) Data with “integrity” has a complete or whole structure. Data values are 
standardized according to a data model and/or data type. All 
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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, 
the waiver, whichever applies, in which case the Contract Extension Amendment 
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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)  

(f)  (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 
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 
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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(f)(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  
and Sufficiency: 
 
________________________________ 
Chief Counsel 
Department of Water Resources 

STATE OF CALIFORNIA 
DEPARTMENT OF WATER RESOURCES 
 
__________________________________ 
Director 
 
__________________________________ 
Date 
 

CRESTLINE-LAKE ARROWHEAD WATER 
AGENCY 
 
________________________________ 
Signature 
 
________________________________ 
Title 
 
________________________________ 
Date 

Original signed January 18, 2019. 
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SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

Location and Size 

The San Bernardino Valley Municipal Water Diotrict is 

located in the San Bernardino Valley, in the southwestern part 

of San Bernardino County. The District, as of July 1, 1964, 

encompassed an area of about 150,000 acres and had an estimated 

population of 275,000. 

Water Supply and Utilization 

Essentially all water used in the District is at the 

present time pumped from the underlying ground water basins. 

There are legal restrictions on the amount of water the major 

cities of the District, Colton, Redlands and San Bernardino may 

pump. This coupled with increasing needs resulting from popula

tion growth makes a supplemental supply of water essential to 

the District. 

Items of Contract Information Unique to Agency 

Date of Contract - Preamble 

December 30, 1960 

Agency's Principal Place of Business - Preamble 

San Bernardino 

Estimated Year of Initial Water Delivery - Article 6(a) 

1972 

Date of Request as to Delivery Structure• - Article lO(b) 

June 30, 1963 

L1mit on Instantaneous Rate of Delivery - Article 12(c) 

165 ors (Increased by Amendment No. 2 to 179 cfs.) 
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STATE OF CALIFOflNIA 

DEPARTMENT OF WATER RESOURCES 

CONTRACT 
BETWEEN THE STATE OF CALIFORNIA 

DEPARTMENT OF WATER RESOURCES AND 
SAN BEflNARDINO VALLEY MUNICIPAL WATER DISTRICT 

FOR A WATER SUPPLY 

THIS CONTRACT, made this 30th day of December, 1960, 

pursuant to the provisions of the Cal1fom1a Water Resources 

Development Bond Act, the State Central Valley Project Act, and 

other applicable laws of the State of California, between the 

State or California, acting by and through its Department of Water 

Resources, herein referred to as the "State", and San Bernardino 

Valle;· Municipal Water District, a public agency in the State of 

California, duly organized, existing, and acting pursuant to the 

laws thereof with its principal place of business in San Bernardino, 

California, herein referred to as the "District 11
, 

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 District; and 

WHEREAS, funds will be provided under the California 

Water Resources Development Bond Act for the construction of said 

facilities; and 

WHEREAS, the District is desirous of obtaining a supply 

of water from the State; 

NOW THEREFORE, it is mutually agreed as follows: 



A, INTRODUCTORY PROVISIONS 

l, Definitions. When used 1n this contract, the fol• 

lowing terms shall hsve the meanings hereinafter set forth: 

(a) "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, 

(b) "System" shsll mean the State Water Resources 

Development System as defined in Section 12931 or the Water Code, 

( c) "!!!ll.!" shall mean the Sacramento-San Joaquin 

Delta as defined in Section 12220 or the Water Code on the date of 

approval or the Bond Act by the voters of the State of California, 

(d) 11 Contractor11 ahall mean any entity contracting 

with the State for a dependable supply of water made available by 

the System, except such water as 1s made available by the facil• 

itiea specified 1n Section l2934(d)(6) of the Water Code, 

(el "Pro.Ject racil1ties" shall mean those facil

ities of the System which will, in whole or 1n part, serve the 

purposes or this contract by conserving water and making it avail

able for use in and above the Delta and for export from the Delta, 

and by conveying water to the District. Said project facilities 

shall consist spec1f'1oally or 11 proJeot conservation £ac111t1es 11 

and "project transportation facilities 11
, as hereinafter defined. 

(f) "Pro.1ect conservation facilities" shall mean 

such project facilities as are presently included, or as may be 

added 1n the future, under (g) and (h) below, 

-1/l• 
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(s:) 11 In1t1al project conaervat1on fac111ties 11 

shall mean the following project facilities specified in Section 

l2934(d) of the Water Code: 

(l) All those facilities specified in sub

paragraph (l) thereof. 

(2) Those facilities ·specified in subpara

graph (3) thereof to the extent that the,· 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 1n Merced CountY, to the extent re

quired for water conservation through conveyance of water di

verted from the Delta to offstream storage in said reservoir as 

determined by the State. 

(5) Those facilities spectr1ed in subpara

graph (5) thereof which are incidental to the facilities in

cluded under (l), (2), (3), and (4) above. 

(6) Those facilities specified in subpara

graph (7) thereof which are necessary and appurtenant to the 

facilities included under (l), (2), (3), (4), and (5) above. 

(h) 11 Add1tional project conservation facilities" 

shall mean those project facilities provided for in Section 12938 

of the Water Code which will serve the purpose of preventing 

-l/2-



any reduction in the minimum project yield, as hereinafter defined, 

below the total of the maximum annual entitlements of all contractors. 

(1) 11 Project transportation fac111t1es 11 shall mean 

the following project facilities specified in Section 12934(d) of 

the Water Code: 

(1) All those facilities specified in subpara

graph (2) thereof 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 Mer~ed County, to the extent required for water conservation as 

determined by the State; the North Bay Aqueduct extending to a ter

minal reservoir in Marin County; the South Bay A~ueduct extending 

to terminal reservoira 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; 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; 

and the West Branch Aqueduct extending from the South Portal of the 

Tehachapi Tunnels to a terminus ln the vicinity of Newhall, 

Los Angeles County. 

(2) Those facilities specified in subparagraph (5) 

thereof which are incidental to the facilities included under (1) 

above. 

(3) Those facilities specified in subparagraph (7) 

thereof which are necessary and appurtenant to the facilities 

included under (1) and (2) above. 

-1/3-
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(J) "East Branch Aqueduct" shall mean that portion 

of the San Joaquin Valley-Southern California Aqueduct specified 

in section l2934(d)(2) of the Water Code extending from the South 

Portal or the Tehachapi Tunnels to a terminus in the vicinity or 

Perris, Riverside County. 

(k} 11 Pro,ject water" shall mean water made available 

for delivery to the contractors by the project conservation facilities 

and the transportation facilities included in the System. 

(1) "Minimum project yield" shall mean the depend

able annual supply of project water to be made available, estimated 

to be 4,000,000 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: 

(1) The estimated relative proportion or 

deliveries for agricultural 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 drought, of not 

to exceed fifty percent (501>) in any one year, nor a total of 

one hundred percent (l~) or one year's supply in any series or 

seven consecutive years. 

(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. 

-l/4-



(m) "Annual entitlement" shall mean the amount 

or project water to be made available to a contractor during the 

respective year, at the delivery structures provided for such 

contractor, under the terms of its contract with the State. 

(n) "Maximum annual entitlement" shall mean the 

maximum amount of proJect water to be made available to a con

tractor in any one year, at the delivery structures provided for 

such contractor, under the terms of its contract with the State. 

(o) 11 Supplemental conservation fac111t1ea 11 shall 

mean those facilities provided tor in Section 12938 ot the Water 

Code Which will serve ths purpose of supplying water in addition 

to the total of·the maximum annual entitlements of all contractors, 

or in addition to the minimum project yield, if greater than said 

total, and for meeting local needs. 

(p) 11 Supplemental water 11 shall mean water made 

available by supplemental conservation fac111t1es, in excess of 

the total of the maximum aMual entitlements of all contractors, 

or in excesa of the minimum project yield, if greater than said 

total. 

(q) "Year" shall mean the 12-month period from 

January l through December 31, both dates inclusive, 

(r) "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. 

(s) 11 Pr0Ject interest rate 11 shall mean the 

weighted average ot the interest rates paid by the State on bonds 

issued under the Bond Act without regard to any premiums received 

-l/5-
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on the sale thereof. Until bonds are issued and sold under the 

Bond Act, the project interest rate shall be four percent (4~) per 

annum, and after said bonds have been issued said rate shall be 

computed as a decimal fraction to five places. 

(t) 11 Cap1tal costs 11 shall mean all coats 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 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, relocation work, and essential administrative 

work in Connection .therewith, all as shown upon the official 

records of the Department of Water Resource·s. 

(u) 11 Project revenues 11 shall mean revenues derived 

from the service ct proJect water to contractors and others, and 

from the sale or other disposal of electrical energy generated 

in connection with operation of project facilities. 

(v) 11Project repayment per1od11 shall mean that 

period of years commencing on the first day of the year which 

immediately follows the year in which the State, after approval 

of the llond Act by the voters or the State of California, first 
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expends money for construction of any facility of the System, and 

extending until all bonds secured by the pledge of revenues pro

vided for by the Bond Act have been repaid, 

(w) 11 Mun1c1pal use 11 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 pur

poses, uses for the purposes of commerce, trade or industry, and 

any other use incidental thereto for any beneficial purpose. 

(x) "Manufacturing use 11 shall mean any use of 

water primarily in the production of finished goods for market. 

(y) "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, 

(z) "Subject to approval by the State" shall 

mean subject to the determination and judgment of the State as to 

acceptability. 

(aa) 11 Area of origin statutes" shall mean Section 

10505 and Sections 11460 through 11463 of the Water Code aa new 

existing or hereafter amended, 

-l/7-
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2. Term of Contract. This contract shall become fully 

effective on the ninety-first (91st) day after the adjournment of 

the 1961 Regular Session of the State Legislature and shall remain 

in effect throughout the entire project repayment period, or for 

seventy-five (75) years from said effective date, whichever period 

10 longer, Provided, That if, by any legislative process initiated 

during said session of the Legislature, there is enacted into law 

any legislation which is inconsistent with any of the terms and 

conditions or this contract or which would require changes therein, 

this contract shall be subject to such legislation and thereupon 

shall become void and shall be of no further force or effect unless 

the District, within a period of one hundred eighty (180) days after 

the effective date of such legislation agrees to and executes 

appropriate amendments incorporating necessary modifications 1n this 

contract consistent with such legislation~ Provided further, That 

unless otherwise specifically directed by the Legislature, Article 

l7(d) of this contract, limiting the sale of bonds and expenditure of 

funds under the authority of the Bond Act, shall not be so modified: 

Provided further, That no bonds shall be sold nor funds expended 

under the authority or the Bond Act until the expiration of said 

period of one hundred eighty (180) days after the effective date of 

such legislation, except for costs of: (1) surveys, engineering 

studies, exploratory work, designs, preparation or construction 

plans and specifications, acquisition or lands, easements, and 

rights-of-way, relocation work-, and essential administrative work 

in connection therewith; (2) construction for which appropriations 

had been made prior to approval of the Bond Act by the voters of 
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the State of California; and (3) construction of facilities 

pursuant to an agreement between the State and the United States: 

Provided further, That no financial obligation of the District to 

the State shall arise or be enforceable hereunder unless and until 

the validity of this contract is established by final Judgment or 

decree of a court or competent Jurisdiction. 

-2/2-
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3. Validation. Within one (1) year after the effective 

date of this contract, the District shall submit this contract 

to a court of competent Jurisdiction for determination of its 

validity by a proceeding in mandamus or other appropriate proceed

ing or action, which proceeding or action shall be diligently 

prosecuted to final decree or Judgment. In the event that this 

contract is detennined to be invalid by such final decree or 

Judgment, the State shall make all reasonable efforts to obtain 

validating legislation at the next session of the Legislature 

empowered to consider such legislation, and within six (6) months 

after the close or such session~ if such legislation shall have 

been enacted, the District shall submit this contract to a court 

of competent Jurisdiction for redetennination of its validity by 

appropriate proceeding or action, which proceeding or action 

shall be diligently prosecuted to final decree or Judgment, 
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4. Option tor Continued Service. By written notice to 

the State at least six (6) months prior to the expiration of the 

tenn of this contract, the District may elect to receive continued 

service after expiration or said term under the following conditions 

unless otherwise agreed to: 

(1) Service of water in annual amounts up to and 

including the District's maximUm annual 

entitlement hereunder. 

(2) Service of water at no greater cost to the 

District than would have been the case had 

this contract continued in effect. 

(3) Service of water under the same physical 

conditions of service, including time, 

place, amount and rate or delivery, as 

are provided for hereunder. 

(4) Retention of the same chemical quality objec• 

tive provision as is set forth herein. 

(5) Retention of the same options to utilize the 

project transportation facilities as are pro

vided for 1n Articles lB(b) and lB(c), to the 

extent such options are then applicable. 

Other tenns 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 or years only, the District shall have the 

same option to receive continued service here provided for upon 

the expiration of that and each succeeding period of continued 

service. 

-4/1-
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5, Pledge of Revenues, This contract is entered into 

tor the direct benefit of the holders and owners of all general 

obligation bonds issued under the Bond Act, and the income and 

revenues derived from this contract are pledged to the purposes 

and in the priority set forth in that act. 

-5/1-



B. WATER SERVICE PROVISIONS 

6. Annual Entitlements. 

(a) The year or initial water delivery to the 

Diatriot 1• presently estimated to be 1972, but shall be detennined 

pursuant to Article 17(a). To the extent practica-le, the State 

shall notify the District or any change in this estimate. 

(b) Commencing with the year or initial water 

delivery to the Diotrict, the State each year shall make available 

for delivery to the Diotrict the amounts or project water desig• 

nated in the following table, which amounts shall be subject to 

change as provided for in Article 7(a) hereof and are referred to 

in this contract as the District's annual entitlements: 

TAIIU! A 

ANNUAL ENTITLEMENTS 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

Xfil 
l 
2 

~ 
g 
X 
9 

10 
11 
12 
13 
14 
15 
16 

~i 
19 
20 

And each succeeding year 
thereafter, for the term 
of this contract: 
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Total Annual Amount 
in Acre-feet 

15,000 
17,000 
19,200 
21,200 
23,200 
25,200 
27,200 
29,300 
31,300 
33,400 
39,000 
44,600 
50,200 
55,900 
61,400 
67,100 
72,800 
78,400 
84,100 
90,000 

90,000 
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(c) Subject to the availability of funds, the 

State shall make all reasonable efforts consistent with sound 

fiscal policies, reasonable construction schedules, and proper 

operating procedures to complete the project facilities necessary 

for delivery of project water to the District in such manner and 

at such times that said delivery can commence in or before the 

year of initial water delivery to the District, and can continue 

in the amounts designated in Table A. 
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Chanfe in Annual Entitlements; Maximum Annual 
Ent! lement. 

(a) The District may, at any time or times during 

the term or 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, included in Article 6(b). 

SubJect to approval by the State or 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 Table A by 

amendment thereof: Provided, That no such change shall be 

approved 1f, in the judgment of the State, it would impair the 

financial feasibility of the project facilities. 

(b) The maximum amount of project water to be 

made available to the District in any one year under this con

tract shall be 90,000 acre-feet, referred to 1n this contract 

as the District's maximum annual entitlement, and 1n no event 

shall such maximum amount of project water to be made available 

to the District be increased over this amount, except as is pro

vided for in Articles Band 15(0). 

(c) In the event that the State enters into a 

contract with a contractor for service or project water to an 

area outside the District, which area (as shown upon maps marked 

Exhibit A and Exhibit B, attached hereto and by express reference 

made a part hereof) is proposed to be served by the District with 

project water made available pursuant to this contract, provision 
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being made therefor in Table A included in Article 6(b), the 

State shall appropriately reduce the 01str1ct's annual entitle

ments and maximum annual entitlement hereunder, effective on 

the effective date of said contract for service or project water 

by the State to such area outside the District: Provided, That 

such reductions shall not exceed the amounts of said contractor's 

annual entitlements and maximum annual entitlement under its con

tract. Upon any reduction in the District's annual entitlements 

and maximum annual entitlement pursuant to this subdivision, the 

State shall appropriately reduce: (1) the delivery capabilities 

to be provided in the project transportation facilities for ser

vice to the District, and (2) the Diatrict•s payment obligations 

hereunder. 
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8. Option to.Increase Maximllm Annual Entitlement, In 

the event that the maximum annual entitlements under all contracts 

executed 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 notify the District and all other con

tractors, and the D1etr1ct may elect to become entitled to the 

uncontracted for portion of the minimum proJect yield in or up to 

an amount which bears the same ratio to such uncontracted f'or 

portion as the District's maximum annual entitlement bears to the 

total of the maximum annual entitlements of all contractors as of 

that date~ Provided•, That such option may be exercised only to the 

extent that the water involved can be put to beneficial use within 

a reasonable period of time. Such option shall become effective on 

the date that the District receives said notice from the State and 

shall remain in effect through September 30, 1964, It' the full 

amount of such uncontracted for portion of the m1n1murn project 

yield is not preempted by the District under this option and by 

other contractors through the exercise of similar options on or 

before September 30, 1964, the District may request that it become 

entitled to any amount of such water not so preempted. 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 a reasonable period 

of time-. Upon the exercise of such.. opt.ion or upon the approval of 
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such request the District's maximwn a.Mual entitlement under 

Article 7(b) shall be increased by the amount of the additional 

entitlement thereby obtained by amendment of that article, and 

the District shall become obligated and hereby agrees to pay 

to the State a proportionate share of the costs attributable 

to such increase in accordance with cost allocation principles 

and procedures set forth in this contract, The service of and 

payment tor said increased entitlement shall in all respects 

be subject to the terms and conditions of this contract. 
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9. Obligation to Deliver Water Made Available. 

Project water made available to the District pursuant to Article 

6(b) shall be delivered to the District by the State at the 

delivery structures established in accordance with Article 10. 

At any time or times the District may refuse to accept delivery 

or water Mde available to it: Provided, That in such event, 

the District shall remain obligated to make all payments 

required under this contract. 
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10. Delivery Structures. 

(a) Project water made available to the District 

pursuant to this contract shall be delivered to the District at such 

locations and times and through delivery structures of such capa

cities as are requested by the District and approved by the State. 

(b) Pursuant to subdivision (a) of this article, 

the District shall furnish to the State on or before June 30, 

1963, its written requests as to: 

(l) The location or delivery structures for 

delivery of project water ·to it. 

(2) The time at which project water is first 

to be delivered through each such delivery structure, 

(3) The maximum instantaneous flow capacity 

in cubic feet per second to be provided in each such delivery 

structure. 

(4) The maximum amount of water in acre-feet 

to be delivered in any one month through each such delivery 

structure. 

(5) The total combined maximum instantaneous 

flow capacity in cubic feet per second to be provided by all such 

delivery structures. 

(6) The total maximum amount of water in 

acre~feet to be delivered in any one month through all such 

delivery structures. 

(c) From time to time the District may request 

delivery structures in addition to those requested pursuant to 

subdivision (b) of this article, 
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(d) The District shall pay all of the costs of 

delivery structures for the delivery of project water to it, and 

shall deposit with the State, prior to the comnencement of con

struction or any such delivery structure, an amount of money 

estimated by the State to be sufficient to cover the costs 

thereof, 
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11. Measurement or Water Delivered. 

(a) The State shall measure all project water 

delivered to the District and shall keep and maintain accurate 

and complete records thereof. For this purpose, the State shall 

install, operate, and maintain at all delivery structures for 

delivery of project water to the District such measuring devices 

and equipment as are satisfactory and acceptable to both parties. 

Said devices and equipment shall be examined, tested, and serviced 

regularly to insure their accuracy. At any time or times, the 

District or any other contractor may inspect such measuring 

devices and equipment, and the measurements and records taken 

therefrom. 

(b) The District shall pay all of the costs of 

acquiring and installing the measuring devices and equipment 

provided for 1n subdivision (a) of this article, and shall 

deposit with the State, prior to such acquisition and installa

tion, an amount of money estimated by the State to be sufficient 

to cover such costs. 
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12. Amounts, Times, and Rates of Delivery. 

(a) The amounts, times, and rates or delivery or 

proJect water to the District during any year shall be 1n accord

ance with a water delivery schedule for that year, such schedule 

to be determined 1n the following manner: 

(1) On or bef~re October 1 or each year, the 

District ahall submit in writing to the State a preliminary water 

delivery schedule, subject to the provisions or this article and 

Articles 6(b), 7(b), 10, and 17, indicating the amounts of water 

desired by the District during each month of the succeeding 

five (5) years. 

(2) Upon receipt or a preliminary schedule the 

State shall review it and, after consultation with the District, 

shall make such modifications 1n it as are necessary to insure 

that the amounts, times, and rates or delivery to the District 

will be consistent with the State's overall delivery ability, 

considering the then current delivery schedules of all contractors. 

On or before December l of each year, the State shall determine and 

furnish to the District the water delivery schedule for the next 

succeeding year which shall show the amounts of water to be 

delivered to the District during each month of that year. 

(3) A water delivery schedule may be amended 

by the State upon the District's written request. Proposed amend

ments shall be submitted by the District within a reasonable time 

before the desired change 1s to become effective, and shall be 

subject to review and modification by the State 1n like manner 

as the schedule itself. 
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(b) In no event shall the State contract to 

deliver to any contractor through all delivery structures provided 

for such contractor a total amount of project water in any year 

greater than the contractor's annual entitlement for that year; nor 

to deliver to any contractor from the project transportation fac11-

1t1es downstream from Pumping Plant VI in any one month of any year 

a total amount of project water greater than eleven percent (ll~) 

of such contractor's annual entitlement for that year; nor to 

deliver to any contractor from the project transportation facilities 

upstream from said Pumping Plant VI in any one month of any year 

a total amount of project water greater than the sum of eighteen 

percent (l&,C) of that portion of such contractor's annual entitlement 

for that year to be put to agricultural use, as determined by 

the State, and eleven percent (ll~) of that portion of such 

contractor's annual entitlement ror that year to be put to municipal 

use, as determined by the State: Provided, That if the State 

delivers project water to any contractor through delivery structures 

both downstream and upstream from said Pumping Plant VI, the 

foregoing limitations shall be based on an appropriate apportion-

ment of such contractor's annual entitlement for the respective 

year to the respective portions of such contractor's service area 

to which delivery is made from the project transportation facilities 

downstream from said Pumping Plant VI and from· the project trans

portation facilities upstream therefrom: Provided further, That 

the respective percentages set forth hereinabove may be revised 

for a particular contractor by amendment of this subdivision 

after submission to the State of that contractor's requests 

with respect to maximum monthly deliveries, such revision 

-12/2-



bP-ing subject to approval by the State and subject to advance

ment to the State by the contractor 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) In no event shall the State be obligated to 

deliver water to the District through all delivery structures at a 

total combined instantaneous rate of flow exceeding one hundred 

sixty-five (165) cubic feet per second, except as this rate or 

flow rr..ay be revised by amendrnent of this article after submission 

to the State of the District's requests with respect to maximum 

flow capacities to be provided in said delivery structures, pursuant 

to Article 10, 

(d) If ln any year the State, as a result of causes 

beyond 1ts control, is unable to deliver any portion of the 

District's annual entltlcment for such year under Table A, included 

in Article 6(b), as provided for in the delivery schedule established 

for that year, the District may elect to receive the amount of 

water which otherwise would have been delivered to it during such 

period at other times during the year or the next succeeding year, 

to the extent that such water is then available and such election 

is consistent with the State's overall delivery ability, considering 

the then cur~ent delivery schedules of all contractors. 
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13, Reoponsibilitieo for Delivery and Distribution 

of Water. 

(a) Neither the State nor any of its officers, 

agents, or employees shall be liable for the control, carriage, 

handling, uee, diopoaal, or distribution of project water supplied 

to the District after such water has passed the delivery structures 

establiohed 1n 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 distribu

tion of such water beyond said delivery structures; and the 

District shall indemnify and hold harmless the State and its 

officers, agents, and employees from any such damages or claims 

of damages, 

(b) Neither the District nor any of its officers, 

agents, or employees shall be liable for the control, carriage, 

handling, use, 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. 
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14. Temporary Discontinuance or Reduction of Delivery. 

(a) The State may temporarily discontinue or re

duce the delivery of proJect water to the District hereunder for 

the purposes or necessary investigation, inspection, maintenance, 

repair, or replacement of any of the proJect facilities necessary 

ror the delivery of proJect water to the District, The State shall 

notify the District as far in advance as possible of any such 

discontinuance or reduction, except in caaea or emergency, in 

which case notice need not be given. 

(b) In the event of any discontinuance or reduc

tion or delivery of project water pursuant to eubdivision (a) 

or this article, the D1etr1ct may elect to receive the amount of 

water which otherwise would have been delivered to it during 

ouch period under the water delivery schedule for that year at 

other times during the year or the next succeeding year, to 

the extent that such water is then available and such election 

is consistent with the State's overall delivery ability, con

sidering the then current delivery schedules of all contractors. 
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15, Use of Water. 

(a) No sale or other disposal of project water 

delivered to the District pursuant to this contract shall be 

made by the District for use of such water outside the District 

which would, in the Judgment of the State, materially impair the 

District's capacity to make payments to the State as provided 

for in this contract, Except insofar as such water is sold by 

the District to the United States, the State of California, or 

to purchasers tor use Within areas Which are outside the areas 

proposed to be served by the State with water made available by 

the System, project water delivered to the District pursuant to 

this contract shall not be sold or otherwise disposed or by the 

District for use outside the District without the prior written 

_consent of the State, The District shall notify the State as 

promptly as feasible of all sales or other disposals or project 

water made or proposed to be made by the District for use outside 

the District, 

(b) While this contract is in effect, no change 

shall be made in the organization of the District which would 

materially impair the District's capacity to make payments to the 

State as provided for herein, The District shall notify the State 

as promptly as feasible of any change or proposed change 1n the 

D1str1ct 1 s boundaries. 

(c) In the event of &Mexation by the District 

of territory lying Within an area served or to be served by the 

State With project water pursuant to a contract between the State 

and another contractor, and subject to the consummation of 

appropriate agreements between the State, the D1str1ct, and auch 
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other contractor, the District I s annual entitlements and maximUm 

annual entitlement under this contract ■hall be increased by the 

amounts or the annual entitlement• and max111111111 annual entitle-

ment, respectively, contracted for Dy said contractor for u.ee 1n 

said annexed territory. In the event or annexation by the District 

of territory lying within an area proposed to be served by the 

State with project water, but for which no contract has been 

executed by the State for service of project water for uae in 

such annexed territory, the District's annual entitlements and 

maximum annual entitlement under this contract, at the request 

or either the state or the District, shall be increased by the 

amounts of the prospective annual entitlements and max111111111 annual 

entitlement, respectively, allocated or assigned by the State 

for use in said annexed territory. Upon any increase 1n the 

District's annual entitlements and maximum annual entitlement 

pursuant to this subdivision, Table A included in Article 6(b), 

and Article 7(b) shall be amended accordingly and the District 

ahall become obligated and hereby agrees topsy to the State a 

proportionate share of the coats attributable to such increase 

in accordance with cost allocation principles and procedures 

set forth in this contract. The service of and payment tcr 

such increased annual entitlements and maximUm annual entitle-

ment shall in all respects be subject to the terms and conditions 

of this contract. 
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16. Continuity and Dependability of Water Supply, 

(a) The District's maximum annual entitlement 

hereunder, together with the maximum annual entitle~ents of all 

other contractors, shall aggregate no more than the min1.1!1Um 

proJect yield aa defined herein and in no event more than 

4,000,000 acre-feet of project water. 

(b) 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. 

(cl Co!lllleneing within two (2) years from the 

year of initial water delivery to the District, the State ehall 

submit to the District at five-year intervals a report on the 

State's ability to meet future demands for project water and 

tor supplemental water1 a.nd on the State's plans tor construct

ing additional project conservation facilities and supplemental 

conservation facilities, Such reports shall include all esti

mates, projections, and other data which the State deems 

relevant thereto. 

(d) Bond funds reqU1red to be expended for the 

construction of additional facilities of the System under the 

provisions of Section 12938 of the Water Code shall be eiq,ended 

only for construction of additional project conservation facilities 

as defined herein, and related, appurtenant facilities necessary 

and desirable to meet local needs: Provided, That 1f at any time 

after 1985 the State finds that a part or all of such bond funds 

are not then required for the above purpose, and will not be ao 

required within the next succeeding ten (10) years, such bond 
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funds may be used, to the extent permitted 1n the Bond Act, to 

construct supplemental conservation fac1l1t1ea as defined herein. 

(e) In planning and designing supplemental 

conservation facilities the State shall give consideration to 

the requirements and demands tor supplemental water of the 

District and others who have contracted tor project water. 

Entitlements to supplemental water shall be obtained, and 

repayment therefor shall be arranged, 1n contracts separate 

from contracts tor project water. 
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17. Construction of Project Facilitiee. 

(a) SUbject to the rights of the District under sub

division (b) ot this article 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 delivery ot project water to the 

District as, in the judgment ot the State, will best serve the 

interests of the District and all other contractors entitled to 

delivery of project water from or through said facilities: 

Provided, That within three (3) months after either the effective 

date of this contract or the execution of any amendments to this 

contract pursuant to the first proviso 1n Article 2, whichever is 

later, the District shall furnish to the State a written request 

specifying such maximum monthly delivery capabilities, and the 

State shall give full consideration to such request in planning and 

designing said facilities. On or before June 30, 1963, the Dis

trict shall furnish to the State its written request specifying the 

year of initial water delivery to the District: Provided, That 

said year of initial water delivery shall not be specified to be 

earlier than 1972, S&id year of initial water delivery to the 

District shall be as so requested by the District: Provided, That 

in the event said request is, in the judgment or the State, 

incompatible with similar requests received from other contractors 

to be served from or through the East Branch Aqueduct, which con

tractors have executed contracts with the State on or before 

June 30, 1963, the t11111ng of first deliveries of project water 

to the D1atrict and such other contractors from said East 
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Branch Aqueduct shall be as ootablished by nn,tual agreement among 

the State, the District, and said contractors: Provided further, 

That it such agreement has not been reached on or before 

December 31, 1963, the State may then construct said East Branch 

Aqueduct 1n accordance with au.ch conatruct1on schedule as, 1n the 

Judgment ot the State, will beat serve the interests ot all those 

contractors whose service areas are located south of the South 

Portal of the Tehachapi '11.mnels and which have executed contracts 

with the State on or before June 30, 1963. 

(b) The State ahall design and conatruct the project 

tranaportation facilities so as to provide in each reach thereof, 

including reservoirs, the capacity necessary to enable deliver:v or 

project water in each year to the District and to other contractors 

in the maximum monthly amounts and at the locations, times, and 

maximum rates apecitied or provided tor in their respective con

tracts for such year, and shall include in each such reach such 

capacity as ia economically Justified in the Judgment ot the State 

to compensate tor scheduled outagea tor purposes or neceaaary 

1nveat1gat1on, 1napect1on, maintenance, repair or replacement of 

project facilities, and for losses of water due to evaporation, 

leakage, seepage, or other causea. SUbject to Articles 6(b), 7(b), 

l2(b), and l2(c), the capacity so to be provided by the State for 

each reach or the project transportation facilities neceasaq for 

transporting water to the District ahall be aufticient to enable 

deliveq to the Diatrict in each month or any year of an amount or 

water up to but not exceeding eleven percent (ll~) of the District•• 

annual entitlement tor the respective year and, upon completion or 

the project facilities, to enable delivery to the District 1n each 
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month ot any year or an amount ot water up to but not exceeding 

eleven percent (11%) ot the District•• maximum annual entitlement: 

Provided, That regulatory storage reservoirs included 1n the project 

transportation facilities may be utilized in conjunction with con

veyance capacity provided in said facilities for delivery to the 

District ot the foregoing monthly amounts, subject to the retention 

at all times 1 except during periods of emergency, 1n each reservoir 

on the East Branch Aqueduct ot an amount or stored water reasonably 

sufficient to meet emergency requirements of the District for 

project water during the respective year. 

(c) The District shall have a reasonable opportunity 

to inspect and study the State'• plans and apeciticationa for all 

project facilities during the planning stage and prior to the 

aolicitation of bids tor the construction thereof, and may make 

comments and recommendations thereon to the State. SUch privilege 

shall alao extend to any plans and specifications or proposed agree

ments tor the use by the State, in conjunction with the project 

facilities, ot facilities owned by an entity other than the State. 

The State shall not enter into any such agreement which would 

impair the State's ability to perform fully its obligations under 

this contract. 

(d) No bonds shall be sold nor tunds expended under 

the authority of the Bond Act for the construction of any aqueduct 

or appurtenance thereto included in the System unless and until 

contracts are executed which will insure the recovery by the State 

ot at least seventy-five percent (75%) of those capital costs of 

the particular aqueduct and any appurtenances thereto which shall 

be reimbursable by the contractors as determined by the State; nor 
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shall any bonds be sold or t'Unds expended under the authority of the 

Bond Act for the construction of any project conservation facility 

or supplemental conservation tacility 1 unless and until contracts 

are executed which, together with estimated revenues from the sale 

or other disposal or electrical energy generated in connection with 

operation ot project conservation facilities and supplemental con

servation facilities, will insure the recovery by the State of at 

least seventy-five percent (75~) 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: (l) surveys, engineering studies, 

exploratory work, designs, preparation ot construction plans and 

specifications, acquisition of lands, easements and rights or way, 

relocation work, and essential administrative work in connection 

therewith; (2) construction for which appropriations had been made 

prior to approval of the Bond Act by the voters of the State of 

California; and (3) construction or facilities pursuant to an agree

ment between the State and the United States, 

(e) The State shall make all reasonable efforts bo 

commence construction of the project transportation facilities on or 

before June 30, 1963, In the event that no contract for construction 

of project transportation facilities south of the san Luis Canal of 

the San Luis unit or the Federal Central Valley Project has been let 

on or before December 31, 1964, and that no bonds have been issued 

nor funds expended for construction of said facilities by that date, 

the District at any time after December 31, 1964, may at its option 

terminate this contract by giving notice of such termination to the 

State, such termination to be effective six (6) months after the 
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giving or such notice, whereupon both parties hereto shall be 

relieved or all further obligations hereunder: Provided, 'l'hat if 

the District has not theretofore given such notice, this option 

&hall expire upon the letting by the State ot a contract tor con

struction or said facilities at any time after March 31, 1965. 

' (t) In the event that the State tails or is unable 

to complete construction or any portion or portions or the project 

transportation tacilities necesaary to deliver water to the 

District as provided in this contract, and gives the District 

written notice thereof, or by reason of such failure or inability 

construction or said facilities has ceased for a period of two and 

one-halt (2½) years, the D1atr1ct, if it be not then in default and 

without exclusion or such other rights as it may have under this 

contract, may exercise the following options: 

(l) !!he District may provide funds to the 

State in such amounts and at such times as may be necessary to 

enable the State to complete construction of such incompleted 

portion or portions or the project transportation facilities to the 

extent necessary tor the transport and delivery of water to the 

District as provided for in this contract: Provided, That the 

State shall be and remain the owner of such project transportation 

facilities or portions thereof constructed in whole or in part with 

funds provided by the District, and shall be and remain obligated 

to operate, maintain, repair and replace such facilities to the full 

extent contemplated in this contract: Provided further, 'l'hat the 

amount of any tunds so provided by the District shall be credited 

by the State against the District's payment obligation under the 
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capital cost component or the Transportation Charge, but the 

District shall be and remain obligated to pay its share of any 

capital costs or 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 District may at its own expense, and 

on a Joint venture basis if such an arrangement is made with other 

contractors having similar options, connect to the project trans

portation facilities constructed by the State for the purpose of 

receiving project water to which it is entitled under this contract. 

In such event and notwithstanding any other provisions of this con

tract, the structures for delivery of project water to the District 

pursuant hereto shall thereafter be deemed to be located at such 

point of connection. Specific arrangements for acquiring, con

structing, operating, maintaining, and replacing the District's 

facilities at the point of connection thereof with the State's 

facilities shall be in accordance with terms and conditions 

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 District shall be and remain 

obligated to pay its proportionate share of the costs thereof. 
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18. Shortye 1n Water Supply, 

(a) In any year 1n which there may occur a shortage 

due to drought or other temporary cause in the supply of project 

water available for delivery to the contractors, w1.th the result 

that such supply is less than the total of the annusl entitlements 

or all contractors ror that year, the State shall, before reducing 

deliveries or project water to all contractors, reduce the delivery 

of project water to each contractor using such water for agricul

tural purposes by a percentage, not to exceed fifty percent (50~) in 

any one year or a total of one hundred percent (100~) in any series 

ot seven consecutive years,. ot that portion or the contractor• s 

annual entitlement 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 1n deliveries allowable under the above provision 

shall be made before any reduction is made 1n project water deli

veries for other uses. Any necessary reduction 1n deliveries of 

project water beyond said maximum total reduction allowable under 

the foregoing provision shall be apportioned 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 contractor in 

an amount which bears the same proportion to the total amount of 

such necessary further reduction that the contractor 1 s annual 

entitlement bears to the total of the annual entitlements or all 

contractors for that year, all ae detennined by the State: Provided, 

That the State may apportion on some other basis if such is required 

to meet minimum demands tor domestic supply, fire protection, or 

sanitation during the year. The foregoing provisions of this 
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subdivision shall be inoperative to the extent that a contractor's 

annual entitlement for the respective year reflects establiahed 

rights under the area of origin statutes precluding a reduction in 

deliveries to such contractor. 

(b) In the event that the State is unable to con

struct sufficient additional conservation facilities to prevent a 

reduction in the minimum project yield below the total of the maxi

mum annual entitlements or all contractors, or if ror any other 

reason there is such reduction in the minimum project yield, which, 

notwithstanding preventive or remedial measures taken or to be 

taken by the State, threatens a permanent shortage in the supply 

or project water to be made available to the contractors: 

(1) The annual entitlements and the maximum 

annual entitlements or all contractors, except to the extent such 

entitlements may reflect established rights under the area or 

origin statutes, shall, by amendment of Table A, included in 

Article 6(b), and of Article 7(b), respectively, be reduced pro

portionately by the State to the extent necessary so that the sum 

of the revised maximum annual entitlements or all contractors will 

then equal such reduced minimum project yield: Provided, That 

appropriate adjustment in the contractors' respective financial 

obligations to the State under the Transportation Charge shall be 

made in accordance with such reduced entitlements if such reductions 

have not been strictly proportionate throughout, 

(2) The District, at its option, shall have 

the right to use any of the project transportation facilities which 

by reason of such reduction in the minimum project yield are not 

required for delivery of project water to the District, to transport 

-18/2-

47 



48 

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 District under 

this contract: Provided further, That except to the extent such 

limitation in Section 12931 or the water Code be changed, the 

District shall not use the project transportation facilities under 

this option to transport water the right to which was secured by 

the District through eminent domain 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. 

(cl In the event that the State, because of the 

establishment by a party of a prior right to water under the pro

visions of Sections 11460 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 District hereunder: 

(1) The State shall: (1) equitably redis

tribute 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 District and other 

prior contractors and the payments theretofore made by the 

District and other prior contractors in accordance with the 

tenns of their contracts, and (11) revise the District's annual 

entitlements and maximum annual entitlement, by amendment of 

Table A, included in Article 6(b), and of Article 7(b), respec

tively, to correspond to the reduced supply of project water to 

be made available to the District: Provided, That such redistri

bution of costs of transportation facilities shall not be made 
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until there has been reasonable opportunity for the District to 

exercise the option provided for in (2) below, and for other 

prior contractors to exercise similar options. 

(2) The District, 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 available to the District are not 

required for delivery of project water to the District, to 

transport water procured by it from any other source: Provided, 

That such use shall be within the limits of the capacities pro

vided in the project transportation facilities for service to 

the District under this contract: Provided further, That, except 

to the extent such limitation in Section 12931 of the Water Code 

be changed, the District shall not use the project transportation 

fac111ties under this option to transport water the right to which 

was secured by the District through eminent domain 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 pursuant to (1) 

above. In the event that this option is exercised, the State 

Rha.11 take such fact into account in making such redistribution 

of costs, and ahall offset such 11se as ls ma.de of the project 

tr~nsportatlon facilities pursuant thereto against any reduction 

in the District's payment obligation hereunder resulting from 

such redistribution of cvsts. 

(ct) If after any revision of annual entitlements 

n.nd r,,n.>clmum annual entitlements pursuant to subdivisions (b) or 
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(cl or thia article, circumstances arise which, in the judgment 

or the State, justify a revision upward or 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 reinstate

ment or entitlements, 

(el The State shall give the District written 

notice as far in advance as possible of any reduction in deliveries 

to it under subdivision (a) of this article and, to the extent 

possible, shall give the District written notice five (5) years 

in advance of any reduction in its annual entitlements and maximum 

annual entitlement under subdivisions (bl or (c) of this article. 

Reports submitted to the District pursuant to Article l6(c) may 

constitute such notices. 

(r) 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 available for delivery to the District under this contract 

caused by drought, operation or area of origin statutes, or any 

other cause beyond its control, 
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19. Water Quality. 

(a) It shall be the objective of the State and the 

State shall take all reasonable measures to make available, at all 

delivery structures for delivery of project water to the District, 

proJect water of such quality that the following constituents do nut 

exceed the concentrations stated as follows: 
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WATER QUALITY OBJECTIVES FOR 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

Average 
for any 

Monthly 10-year 
Constituent Unit Average Period Maximum 

Total Dissolved Solids ppm. 440 220 

Total Hardness ppm, 180 110 

Chlorides ppm. 110 55 

Sulfates ppm. 110 20 

Sodium Percentage % 50 40 

Fluoride ppm. l.5 

Lead ppm. 0.1 

Selenium ppm. 0.05 

Hexavalent Chromium ppm. 0,05 

Arsenic ppm. 0.05 

Iron and Manganese together ppm. 0.3 

Magnesium ppm. 125.0 

Copper ppm. 3,0 

Zinc ppm. 15.0 

Phenol ppm. 0,001 

-19/2-

52 



(b) The State shall regularly take samples of water 

at each delivery structure for delivery of project water to the 

District, and shall make chemical and physical analyses and tests 

of such samples. The State shall keep accurate and complete records 

ot all such analyses and tests, which records shall be available 

for inspection by the District at any time or times. 

(c) 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 article, 

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. 
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20. Suspension of Service. In the event of any default 

by the District 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 District, suspend deliveries of water under this con

tract for so long as such default continues: Provided, That during 

such period the District 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 due or which may 

become due under this contract. 

-20/1-



21. Interim Sale of Surplus Water. If during any year 

the supply of project water, after appropriate allowance for hold

over storage, exceeds the total of annual entitlements or all con

tractors 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 renewal, and in a manner and at prices 

which will return to the State the largest net revenues practicable, 

and at the minimum, 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 respective annual entitlements to those 

contractors which do not receive surplus water in such year: 

Provided further, That not until a contractor accepts delivery 

during such year of its annual entitlement for that year and either 

pays or incurs a payment obligation for such annual entitlement in 

accordance with the payment provisions of its contract, shall sur

plus water be sold to such contractor at prices less than those 

which would result under the application 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 pur

chase surplus water is unrealistically low for the year in which 

such purchase is to be made, the State shall, for the purpose of 

pricing such water in accordance with the second proviso above, 

consider such annual entitlement to be an increased amount determined 

by the State to accurately correspond to such contractor's actual 

requirements for project water in that year. All net revenues from 

the service of surplus water shall be applied in such manner that 
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all contractors which contribute to the payment of the costs of 

any System facilities by which surplus water was conserved and 

transported in connection with such service will receive credit for 

a share or such net revenues in the proportion that each such con

tractor contributes 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 discontinue the same, in whole 

or in part~ when required for service of project water to contractors. 
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C. PAYMENT PROVISIONS 

22. Delta Water Charge, 

(a) The payments to be made by each contractor tor 

project water shall include an annual charge designated aa the 

Delta Water Charge. Thia charge, together with the total revenues 

derived during the project repayment period from the sale or other 

disposal of electrical energy generated in connection with opera

tion or project conservation facilities, shall return to the State 

during the project repayment period all coats or the project con

servation facilities, including capital, operation, maintenance, 

power, and replacement costs, which are ~llocated to the purpose 

or water conservation in, above, and below the Delta.pursuant to 

subdivision (e) or this article during the project re!>'lyment periad, 

Wherever reference is made, in connection with the computation or 

determination or the Delta Water Charge, to the coats or any 

facility or facilities included in the System, such reference shall 

be only to those coats of ouch facility or facilities which are 

reimbursable by the contrectors aa determined by the State, 

(b) For each contractor receiving project water in 

any year through December 31, 1969, the Delta Water Charge shall be 

the product or $3,50 and the contractor's annual entitlement to 

project water for the respective year, After that date, the Delta 

water Charge shall consist and be the sum or the following compo

nents 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. 
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(c) The capital cost, the minimum operation, 

m~intenance, power, and replacement, and the variable operation, 

maintenance, power, and replacement components of the Delta Water 

Charge, together with that portion or the revenues derived during 

the proJect repayment period 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 or costs, shall return to the State 

during the project repayment period, respectively, the following 

categories of the coats allocated to the purpose of water conserva

tion in, above, and below the Delta pursuant to subdivision (e) of 

this article: (1) capital costs; (2) operation, maintenance, power, 

and replacement 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 or the above categories of costs 

shall be inclusive or 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 shaLl be computed on the basis of a rate 

which. when charged during the project repayment period for each 

acre-foot or the sum of the yearly totals of annual entitlements 

of all contractors, will be suff1cientJ together with that portion 

of the revenues derived during the project repayment period from 

the sale or other disposal of electrical energy generated in connec

tion with operation of project conservation facilities which is 

allocated by the State to repayment of the respective category of 
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costs, to return to the State during the proJect repayment period all 

costs included in the respective category of coats covered by that 

component. Each auch rate shall he computed in accordance with the 

following formula: 

(c1-r1 )(l+1)-1+(c2-r2)(l+1)-2+ ... +(cn-rn)(l+i)-n 

'.lhere: 
e1 (l+1)-1+e2(l+1)-2+, .. +en(l+1)-n 

i • The proJect interest rate. 

c • The total costs included in the respective category ot costs for 
the respective year ct the project re~nt period. 

r • The.t portion of the revenues derived trom the 1ale or other disposal 
o'! electrical energy allocated by the State to repayment ot the 
costs included in the respective category tor the respective year 
or the project repayment period. 

l, 2, 
and n 
appear
ing be
low c 
and r : The respective year ot the project repayment period tor which 

coats are included in the respective category, n being the last 
year of the project repayment period. 

e: With respect to the capital cost and illinimum operatior>., maintenance, 
power, and replacement components, the total ot annual entitlements 
to project water of all contractors for the respective year of the 
project repayment period. 

e: With respect to the variable operation, maintenance, power, and 
replacement component, the total ot the amounts ot project water 
delivered to all contractors tor the respective year of the expired 
portion ot the project repayment period, together with the total of 
annual entitlements to project water ct all contractors for the 
respective year ot the unexpired portion or the project repayment 
period. 

1, 2, 
and n 
appear• 
ing be
low e : The respective year of the project rapayment period in which the 

annual entitlements or project water deliveries occur, n being the 
last ye&r ct the proJect repayment period. 

n used 
as an ex-
ponent : The number ot years in the project repayment period, 
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(d) The capital cost and minimum operation, main

tenance, power, and replacement components ot the Delta Water Charge 

shall be the product ot the appropriate rate computed under sub

division (c) of this article~ and the contractor 1 s annual entitle

ment to project water for the respective year. The variable opera

tion, maintenance, power, and replacement component of the charge 

shall be the product of the appropriate rate computed under sub

division (c) 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 con

tractor 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, 

said variable component during such period shall be the product of 

said 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. 

(e) Prior to the time that additional project 

conservation facilities or supplemental conservation facilities 

are constructed, tne Delta Water Charge ehall be determined on the 

basis of an allocation to project purposes, by the separable costs

remaining benefits method, of all projected costs of all those 

initial project conservation facilities located in and above 

the DeltaJ and upon an allocation to the purposes of water 

conservation and water transportation, by the proportionate use 

or facilities method, of all projected costs of the following 

project facilities located below the Delta: The aqueduct intake 
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facilities at the Delta, Pumping Plant I, the aqueduct from the 

Delta 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 allocated 

to the purpose of water conservation in, above~ and below the 

Delta: Provided further, That allocations to purposes the costs 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 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 facilities. 

(fl The rates to be used in deterlllining the 

components of the Delta Water Charge pursuant to subdivision (d) of 

this article and to become effective on January 1, 1970, shall be 

computed by the State in accordance with subdivision (cl 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 (cl and (dl 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 
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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 con

struct the project conservation 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, between projections of costs used by the 

State in determining said rates tor all preceding years, and actual 

costs incurred by the State during such years. Upon each such 

recomputation, an appropriately revised copy of the document establis 

ing such rates shall be prepared by the state and attached to this 

contract as an amendment of this article. 

(g) U1--on the construction of supplemental conserva

tion facilities, the Delta Water Charge shall be paid by all con

tractors 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 con

servation 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 (e) of this article, all costs of such 

supplemental conservation facilities 1 including capital, operation, 

maintenance, power, and replacement costsi which are allocated to 

the purpose of water conservation in, above, and below the Delta 

-22/6-



pursuant hereto. Conanencing in the year in which the State first 

incurs capital costs tor construction or supplemental conservation 

facilities, the Delta Water Charge shall be determined on the basis 

of the allocations made pursuant to subdivision (e) 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 said subdivision (e), or all projected costs 

of such supplemental ~onservatlon facilities. Cormnencing 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 

entitlements to water under all contracts for supplemental water. 

If the repayment period of any bonds sold to construct supplemental 

conservation ractlities extends beyond the project repayment period, 

the Delta Water Charge shall be determined and redetermined on the 

basis of such extended repayment period as the State determines to 

be appropriate. 
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23, Transportation Charge, The payments to be made by 

each contractor entitled to delivery of proJect water from the proj

ect transportation rac111t1es shall include an annual charge under 

the designation Transportation Charge, This charge shall return to 

the State during the project repayment period those costs of all 

project transportation facilities necessary to d~liver project water 

to the contractor, including capital, operation, maintenance, power, 

and replacement costs, which are allocated to the contractor 

during the project repayment period in accordance with the cost 

allocation principles and procedures hereinafter set forth. Wherever 

reference is made, in connection with the computation, determination, 

or payment of the Transportation Charge, to the costs of any facility 

or facilities included in the System, such reference shall be only 

to those co~ts or such facility or facilities which are reimbursable 

by the contractors as detennined by the State. The Transportation 

Charge shall consist of a capital cost component; a minimwr. operation, 

maintenance, power, and replacement component; and a variable opera

tion, maintenance, power, and replacement component, as these com

ponents are defined in and determined under Articles 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 determined by the State 

to be necessary for such allocations of costs. SUbJect to such modi

fications as are detemined by the State to be required by reason of 

any request furnished by the District 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 rac111t1ea are established as follows: 

Provided, That those costs of the aqueduct reaches from the Delta 
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through the outlet or San Lui& 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 here1nbefore 

set forth, shall not be included 1n the Transportation Charge. 

Aqueduct Reach 

Delta to Discharge Pumping Plant I: 

Discharge Pumping Plant I to 
San Luis Forebay: 

San Luis Forebay to Outlet San 
Luis Reservoir: 

Outlet San Luis Reservoir to 
Avenal Gap: 

Avenal Gap to Pumping Plant III: 

Pumping Plant III to Pumping 
Plants IV-V: 

Pumping Plants IV-V to 
Pumping Plant VI: 

Pumping Plant VI to South 
Portal Tehachapi Tunnels: 

-23/2-

Major Features of Reach 

Intake Canal 
Fish Protective Facilities 
Pumping Plant I 

Aqueduct 

San Luis Forebay and Dam 
Pumping Plant II 
San Luis Reservoir and Dam 

Aqueduct 

Aqueduct 

Pumping Plant III 
Aqueduct 

Pumping Plant IV 
Pumping Plant V 
Aqueduct 

Pumping Plant VI 
Tehachapi Tunnels 
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Aqueduct Reach 

East Branch Aqueduct 

South Portal Tehachapi Tunnels 
to Cottonwood Power Plant: 

Cottonwood Power Plant to a 
point near Fairmont Reservoir: 

Near Fairmont Reservoir to 
Little Rock Creek: 

Little Rock Creek to West 
Fork Mojave River: 

West Fork MoJave River to 
South Portal 8an Bernardino 
Tunnel: 

South Portal Ban ~rnardino 
Tunnel to Devil Canyon Power 
Plant l: 

Devil Canyon Power Plant l to 
Perris Reservoir: 
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Major Features of Reach 

Aqueduct 
Cottonwood Power Plants 1 

and 2 

Aqueduct 

Aqueduct 

Pumping Plant VII 
Aqueduct 

Cedar Springs Reservoir 
and Dam 

Ban Bernardino Tunnel 

Devil Canyon Power Plant l 

Devil canyon Power Plant 2 
Aqueduct 
Perris Reservoir and D!lm 



24. Transportation Charge - Capital Cost Component. 

{a) The capital cost component of the Transpor

tation Charge shall be sufficient to return to the State those 

capital costs of the project transportation facilities necessary 

to deliver water to the contractor which are allocated to the con

tractor 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 costs to the contractor, and (2) a com

putation of annual payment of such allocated capital costs and 

interest thereon, computed at the project interest rate and 

compounded annually, to be made by the contractor. 

{b) In the first step, the total amount of capital 

costs 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 the reach by the proportionate use of facilities 

method of cost allocation and 1n accordance w1th (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: (1) the 

ratio of the contractor's maximum annual entitlement to be delivered 

from or through the reach to the total of the maximum annual entitle

ments of all contractors to be delivered from or through the re8ch~ 

and (11) the ratio of the capacity provided 1n 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 \Jater to all contractors served from or through the 

reach. Allocations of capital costs to the District pursuant hereto 

shall be on the basis of relevant values which will be set forth in 

Table B by the State as soon as designs and cost estimates are 
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prepared by it subaequent to receipt of requests from the District 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 District, pursuant to 

Article 17(a): Provided, That these values shall be subject to 

redetemination by the State in accordance with Article 28: Pro

vided further, That the principles and procedures set forth 1n this 

subdivision shall be controlling as to allocations of capital costs 

to the District. 

(1) The total amount of capital costs allocated 

to a contractor shall be the sum ot 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 or the reach 

to be returned to the State under the Transportation Charge by the 

average of the two toregoing ratios for such reach as said average 

is set forth in the appropriate table included in its contract. 

(2) In the event that excess capacity is pro

vided 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 

entitlement or entitlements to be supplied by such excess capacity, 

as determined by the State, shall be deemed to be contracted 

for by •~id agency or agencies ror the purpose of such alloca-

tion of costs, to the end that the capital costs or providing 

such excess capacity are not charged to any contractor entitled by 

virtue or an executed contract to the delivery or project water 

from or through that aqueduct reach at the time or such allocation. 
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\<lhere additional capacity is provided in any aqueduct reach to com

pensate 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 replace

ment of the facilities or the project facilities, then, for the pur

pose of any allocation of costs purouant to this subdivision: • (1) the 

maximum 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 aMual delivery capability provided by 

such additional capacity that the contractor's maximum annual entitle• 

ment 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 uncter all contracts; and (11) 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 1 s maximum annual entitlement to be delivered from or 

through the reach is increased pursuant to (1) above, 

(3) The projected amounts of capital costs ·to be 

allocated annually to the District under the capital coat 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, which principles and procedures shall be 

controlling as to allocations of capital costs to the District. Such 

amounts will be set forth in Table C by the State as soon as designs 

and cost estimates are prepared by it subsequent to receipt of re

quests from the District as to the maximum monthly delivery capability 

to be provided in each aqueduct reach for transport and delivery of 

project water to the District, pursuant to Article l7(a): 
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TABLE C 

PROJECTED ALLOCATIONS OF CAPITAL 
COST OF PROJECT TRANSPORTATION FACILITIES TO 

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

~ 
l* 
2 

~ 
~ 
7 
8 
9 

10 
11 
12 

i~ 
15 
16 
17 
16 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

Projected 
Allocation in 

Thousands of Dollars 

• Year in which State commences construction of 
project transportation facilities. 
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Provided, That these amounts shall be subject to redetermination 

by the State in accordance with Article 28. 

(c) In the second step, the District's annual 

payment of its allocated capital costs and interest thereon, com

puted at the project interest rate and compounded annually, shall 

be determined in accordance with a payment schedule established by 

the State and determined in accordance with the principles set 

forth in (l), (2), and (3) below, which principles shall be con

trolling as to the District 1 s payment of its allocated capital 

coats. The District•s payment schedule will be set forth in 

Table D by ·the State as soon as designs and cost estimates are 

prepared by it subsequent to receipt of requests from the District 

as to the maximum monthly delivery capability to be provided ir, 

each a,1ueduct reach for transport and delivery of project water 

to the District, pursuant to Article l7(a): Provided, That the 

amounts set forth in Table D shall be subject to redetermination 

by the State, pursuant to Article 28, 

(l) The District's annual payment shall be th. 

sum of the amounts due from the District on the District'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 District's all O·• 

cated capital costs for the respective year and interest thereon. 

computed at the project interest rate and compounded annually. 

(2) The District may make payments at a more 

rapid rate if approved by the State, 

(3) Such annual payments shall cease when all 

allocated capital costs and interest thereon, computed at the 

project interest rate and compounded annually, are repaid. 
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X!!!: 
1• 
2** 

~ 
g 
~ 
9 

10 
11 
12 
13 
14 
1~ 
lo 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

TABLED 

TRANSPORTATION CHARGE. CAPITAL COST COMPONENT 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

Annual 
Payment of 
Principal 

(In thousands or dollars) 

AMual 
Interest 

Payment 

Total 
Annual 

Payment by 
District 

73 
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t~ 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55. 
56 
57 
58 
59 
60 
61 
62 

~~ 
65 
66 
57 
68 
69 
70 
7l 
72 
73 
74 
75 
76 
77 
78 
79 
80 

TOTAL 

TABLED {Continued) 

TRANSPORTATION CHARGE - CAPITAL COST COMPONENT• 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

Annual 
Payment ot 
Principal 

{In thousands of dollars) 

Annual 
Interest 

Payment 

'l'ot,al 
A,nnual 

Payment by 
District 

* Year 1n which the State commences 
transportation facilities . 

construction of the project 

.,. Year of first payment. 
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(d) In the event that any contractor, pursuant to 

Article 12(b), requests delivery capacity in any aqueduct reach 

which will permit maximlllll monthly deliveries to such contractor 1n 

excess or the percentage amounts specified in said 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 capa

city, which funds shall be in an amount which bears the same 

proportion to the total capital costs or such reach, including 

the costs of providing such excess capacity, as such excess capa

city bears to the total capacity of such reach, including such 

excess capacity. For the purpose or any allocation of costs 

pursuant to subdivision (b) of this article, the total capital 

costs of such aqueduct reach shall be allocated among all con

tractors entitled to delivery or project water from or through 

the reach in the following manner: (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 allocated among 

all such contractors in the manner provided in said subdivision (b); 

and (2) the amount or the difference between said estimated costs 

and the projected actual costs or such reach shall be allocated to 

the contractor or contractors tor which such excess capacity is 

provided. Where such excess capacity 1s provided for more than 

one contractor, the costs allocated to them under (2) above shall 

be further allocated between or among them in amounts which bear 

the same proportion to the total or said allocated costs as the 

amount of such excess capacity provided for the respective 

-24/9-
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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 (2) above, the account of such 

contractor shall be credited or debited accordingly. 
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25. Transportation Charge - Minimum Operation, Maintenance, 

Power, and Replacement Component. 

(a) The minimum operation, maintenance, power, 

and replacement component of the Transportation Char3e shall return 

to the State those costs of the project transportation facilities 

necessary to deliver water to the contractor which constitute opera

tion, 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 (b) below: Provlded, 

That to the extent permltted by law, the State may establlsh reserve 

funds to meet anticipated minimum replacement costs; and deposits in 

such reserve funds by the State: (l) shall be made 1n such amounts 

that such reserve funds will be adequate to meet such anticipated 

costs as they are lnourred, and (2) shall be deemed to be a part of tt 

minimum replacement costs for the year in which such deposits are made 

(b) The total projected minlmum operatlon, 

ma1ntenanceJ power, and replacement costs of each aqueduct reach of 

the project transportatlon fac111t1es for the respectlve year shall 

be allocated among all contractors entitled to delivery of project 

water from said facilities by the proportionate uae of facilities 

method of cost allocation, in the same manner and upon the same 

bases as are set ro·rth for the allocation of capital costs in 

Article 24: Provided, That such minimwn operation, maintenance, 

power, and replacement costs ae are incurred generally for the project 

transportation facilities first shall be allocated to each aqueduct 

reaoh in an amount wh1oh bears the same proportion to the total 

amount of such general costs that the amount of the costs incurred 

directly for the reaoh bears to the total of all direct costs for 

all aqueduct reaches. 
-25/l-
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(c) The amount to be paid each year by the 

District under the minimum operation, maintenance, power, and 

replacement component of the Transportation Charge shall be deter

mined 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 B) 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 interest 

thereon shall be set forth by the State in Table E as soon as designs 

and cost estimates have been prepared by it subsequent to receipt 

of requests from the District as to the maximum monthly delivery 

capability to be provided in each aqueduct reach for transport and 

delivery of project water to the District, pursuant to Article 17(a): 

Provided, That the amounts set forth in Table E shall be subject 

to redetermination by the State in accordance with Article 28. 

-25/2-



TABLE E 

TRANSPORTATION CHARGE-MINIMUM OPERATION 
MAINTENANCE, POWER, AND REPLACEMENT COMPONENT 
SAN Bl!RNARDINO VALLEY MUNICIPAL WATER DISTRICT 

Total Annual Payment 
by District* 

1'.!!.!: ( In thousand• of dollars) 

1 .. 
2 

l 
g 
i 
9 

10 
11 
12 

ti 
15 
16 

ti 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

and each succeeding year 
thereafter, for the term 
ot· this contract. 

• 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 construct1on of 
the project transportation facilities, 

-25/3-

79 



80 

26. Transportation Charge• Variable Operation, 

Maintenance, Power, and Replacement Component. 

(a) The variable operation, maintenance, power, 

and replacement component or 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 1n 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 {l) and (2) below: 

Provided, 'nlat to the extent pennitted by law, the State may 

establish reserve funds to meet anticipated variable replacement 

costs; and deposits in such reserve funds by the State: (l) 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. The amount of this com

ponent shall be determined as follows: 

(l) There shall be computed 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, power, and replace~ 

rnent costs of the reach tor the respective year. This computa

tion shall be made by d1viding 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 product of the sum of the charges per acre-foot of 
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water, determined under (l) above, for each aqueduct reach neces

sary to deliver water to the contractor, and the number or acre

feet of proJect water delivered to the contractor during the year: 

Provided, That when proJect water has been requested by a con

tractor and delivery thereof has been connenced by the State, and, 

through no fault or the State, such water is wasted as a result 

or failure or refusal by the contractor to accept delivery thereof, 

the amount of said variable component to be paid by such contractor 

during such period shall be the product or 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. 

(b) There shall be credited against the amount or 

the variable component to be paid by each contractor, as determined 

pursuant to subdivision (a) of this article, a portion or the 

projected net value or any power recovered during the respective 

year at project aqueduct power recovery plants located upstream 

on the particular aqueduct from the delivery structures for 

delivery of proJect water to the contractor. Such portion shall 

be in an amount which bears the ~ame proportion to said projected 

net value that the number or acre-feet of proJect water delivered 

to the contractor through said plants during the year bears to the 

number or acre-feet of project water delivered to all contractors 

through said plants during the year. 

(cl The amount to be paid each year by the 

District under the variable operation, maintenance, power, and 

replacement component of the Transportation Charge shall be de

termined in accordance with subdivision (a) of this article 

-26/2-
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for the respective aqueduct reaches in Table B, included in 

Article 24. Such amounts and any interest thereon shall be set 

forth by the State tn Table Fas soon as desi~ns and cost estimates 

are prepared by it subsequent to receipt of requests rrom the 

District as to the maximum monthly delivery capability to be 

provided in each aqueduct reach for transport and delivery of 

project water to the District, pursuant to Article 17(a}: Provided, 

That the amounts set forth in Table F shall be subject to redcr,er

mination by the State tn accordance with Article 28. 
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TABLE F 

TRANSPORTATION CHARGE-ESTIMATED VARIABLE OPERATION, 
MAINTENANCE, POWER, AND REPLACEMENT COMPONENT 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

Year 
l** 
2 

~ 
g 
i 
9 

10 
11 
12 

i~ 
15 
16 

½i 
19 
20 
21 
22 

~~ 
25 
26 
'27 
28 
29 
30 
31 

and each succeeding year 
thereafter, for the term 
of this contract. 

Total Annual 
Payment by District* 

(In thousands of dollars) 

* Payments start with year of initial water delivery, 

** Year in which State commences construction of project 
conservation facilities. 
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27, Transportation Charge - Payment Schedule, The 

amounts to be paid by the District for each year or the project 

repayment period under the capital cost and minimum operation, 

maintenance, power, and replacement components or the Transporta~ 

tion 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 Gas soon as designs and cost estimates have been prepared 

by it subsequent to receipt of requests from the District as to 

the maximum monthly delivery capability to be provided in each 

aqueduct reach for transport and delivery of project water to 

the District, pursuant to Article 17(a), which Table G shall 

constitute a swmnation of Tables D, E, and F: Provided, That each 

of the amounts set forth in Table G shall be subject to redetermina

tion 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 District in accordance with the provisions of 

Article 29, 

-27/1-



Year 

l* 
2** 

t 
~ 
7· 
8 
9 

10 
11 
12 

i~ 
15 
16 

ii 
19 
20 
21 
22 
23 
24 
25 
26 

~ 
29 
30 
31 
32 

~a 
35 
36 
37 
38 
~g 
41 
42 

TABLE 0 

PAYMENT SCHEDULE 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

(In thousands of dollars) 

capita! 
Cost 

Component 

Transportation charge 

Minimum 
Component 
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Component 

Total 
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TABLE G (Continued) 

PA'lMENT SCHEWLE 
SAN B!RNARDIN0 VALLEY MUNICIPAL WATER DISTRICT 

(In thousands or dollars) 

Transportation Charge 
capita! 

Year Cost Minimum Variable Total 
ComEonent Component Com12;0nent 

ti; 
45 
46 

~i 
49 
50 
51 
52 
53 
54 
55 
56 

§i 
59 
60 "' 61 
62 
63 
64 
65 
66 

~i 
69 
70 
71 
72 

ii\ 
75 
76 

tb 
b6 

• Year in which State commences construction of project 
transportation facilities, 

H Year of first payment, 
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28, Transportation Charge• Redetemination. The State 

shall redetermine the values and amounts set forth in the tables 

included in Articles 24 through 27 of this contract 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 District and the compon

ents thereof may accurately reflect increases or decreases from 

year to year in projected coats, outstanding reimbursable indebt

edness of the State incurred to construct the project transpor

tation facilities described in Article 23, annual entitlements, 

estimated deliveries, project interest rate, and all other factors 

which are detenninative of such charges. In addition, each such 

redetermination shall include an adjustment of the components of 

the Transportation Charge to be paid by the District for succeeding 

years ~hich shall account for the differences, if any, between 

projections or 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 ~uch redetermina

tion, appropriately revised copies of the tables included in 

Articles 24 through 27 shall be prepared by the State and attached 

to this contract as amendments of those articles respectively. 

-28/l-
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29, Time and Method or Payment, 

(a) Payment• by the District under the Delta Water 

Charge ohall commence 1n the year of initial water delivery to 

the District, 

(b) Payments by the District under the capital 

cost component of-the Transportation Charge shall commence in 

the year following the year 1n which the State commences con

struction or the proJect transportation facilities. 

(c) Paymonts by the District 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. 

(d) Payments by the District under the variable 

operation, maintenance, power, and replacement component of the 

Transportation Charge shall commence 1n the year of initial 

water delivery to the District. 

(e) The State shall, on or before July l 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 District with a written statement of: (l) the charges 

to the Dist~ict 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 District 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 charge• to the District for the preceding 
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year under the variable operation, maintenance, power, and replace

ment components of said 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 contrectors on the basis of their 

respective annual entitlements to project water, as provided 1n 

Article 22(b), All such statements shall be accompanied by the 

latest revised copies of the document amendatory to Article 22 

and of the tables included 1n Articles 24 through 27 of this 

contract, together with such other data and computat1ons used 

by the State in determining: the amounts or the above charges as 

the State deems appropriate, 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 District, furnish the 

District with a statement of the charges to the District for the 

preceding month under the variable operation, maintenance, power, 

and replacement components of the Delta Water Charge and Transpor

tation Charge, Such charges ahall 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 District, except as otherwise provided 1n those 

articles. 

(f) The District ahall pay to the State, on or 

before January l of each year, commencing with the y,ar in which 

payment of the respective charge 1s to commence pursuant to 

this article, one-half (l/2) of the charge to the District for 

the year under the capital cost component of the Delta Water 
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Charge and one-half (l/2) of the charge to the District for the 

year under the capital cost component of the Transportation 

Charge, as such charges are stated pursuant to subdivi·sion (e) 

of this article; and shall pay the remaining one-half (l/2) of 

each of said charges on or before July 1 of that year. 

(g) The District 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 District, one

twelfth (l/12) of the sum of the charges to the District for 

the year under the minimum operation, maintenance, power, and 

replacement components of the Delta Water Charge and Transporta

tion Charge, respectively, as such charges are stated pursuant 

to subdivision (e) of this article. 

(h) The District shall pay to the State on or 

before the fifteenth day of each month of each year, commencing 

with the year of initial water delivery to the District, the 

charges to the District 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 District during the preceding month pursuant to 

subdivision (e) of this article, as such charges are stated in 

such statement. 

(1) In the event that the District 1n good faith 

contests the accuracy of any statement submitted to it pursuant 

to subdivision (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 District's contentions regarding the statement 
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to be correct, it shall revise the statement accordingly, and 

the District shall make payment of the revised amounts on or 

before the due date. To the extent that the State does not find 

the Distr1ct 1 s contentions to be correct, or where time is not 

available for a review of such contentions prior to the due 

date, the District 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. 

-29/4-
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30, Surcharge for Excess Use of Project Water. 

(a) As used herein the tenn 11 surcharge 11 shall mean 

an amount equivalent to the power credit per acre-foot of water, 

as such credit 10 determined under an~ established 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 manufacturing use on excess land. As used 

herein the term "excess land" shall mean that part of any land 

held 1n single beneficial ownership within a contractor's 

boundaries, or, where project water is delivered to water users 

by a retail agency as hereinafter defined, that part of any such 

land wl.thin the service area of such retail agency, which is in 

excess of 160 acres; or in the case of joint ownership by husband 

and wife that part of any such land which is 1rt excess of 320 acres, 

(b) As used herein, the term "power credit" shall 

mean the net value accruing to the State from revenues derived 

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 pay capital 

costs properly chargeable to energy generation and the costs of 

operation, maintenance, and replacement of the electrical genera-

tion facilities. The power credit per acre-foot of water shall 

be computed in accordance with the following formula: 

c1(l+i)-l + c2(l+1)-2 + .... +cn(l+i)-n 

e
1
(l+i)-l + e

2
(1+1)-2 + .... +en(l+i)-n 
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where: 

i • The proJect interest rate. 

c • The projected annual power credit accrued 
during the respective year of the project 
repayment period. 

l, 2, and n 
appearing 
below c • The respective year of the project repay

ment period during which the power credit 
is accrued, n being the last year of the 
proJect repayment period. 

e • 'l'he total of annual entitlements to project 
water of all contractors for the respec
tive year of the project repayment period. 

1,2, and n 
appearing 
below e 

n used 
as expo
nent 

a The respective year of the project repay
ment period in which the annual entitle
ments occur, n being the last year ot 
the project repayment period. 

a The number or years in the proJect repay
ment period. 

The power credit per acre-foot of water is hereby established 

a• $2.00 until all or the facilities ror generation or electrical 

energy in connection with operation of initial project conser

vation facilities are installed and in operation. The State shall 

redetermine the power credit per acre-foot of water each year 

thereafter in order that it may accurately reflect increases or 

dacreases from year to year in the power credit as defined herein. 

Each such redetermination shall be in accordance with the method 

of computation set forth in this subdivision, and upon each such 

redetermination, 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. 

-30/2-
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{c) As used herein the term "retail agency11 shall 

mean any agency which delivers directly to the users ther~of, 

proJect water made available by, through, or under a contractor. 

(d) 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 l of 

each year, commencing with the year following the year of initial 

water delivery: (1) certify 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 agricultural or manufacturing 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 certj_fied. Each contractor, to the extent that it delivers 

project water to a retail agency or to another agency by, through, 

or Ul"lder which such water is delivered to a retail agency, shall 

require on behalf of the State that each water user served by 

such retail agency be required to, on or before May l of each 

year, commencing with the year following the year of initial 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 agricultural or manufacturing use and the amount of project 

water put to agricultural or manufacturing use on such land dur

ing the preceding year; and (2) pay to the retail agency for the 

account of the State a surcharge for the amount of project water 
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so certified. Each contractor and retail agency shall be entitled 

to rely upon the cert1ticat1ons furnished them by water users 

pursuant to this subdivision, unless notified by the State as to 

the inaccuracy of any such certification. Payments made to the 

contractor pursuant to this subdivision, together with the cer

tifications supporting such payme~1ts, shall be forwarded to the 

State on or before July 1 or the year in which they are received. 

Payments made to a retail agency pursuant to this subdivision, 

together with the certifications supporting such payments, shall 

on behalf of the State be required to be forwarded to the con

tractor, which shall in turn forward them to the State on or 

before July l of the year in which they are received; except 

that where project water has been delivered to the retail agency 

by, through, or under an agency or agencies other than the con

tractor, such payments and certifications shall on behalf of 

the State be required to be forwarded by the retail 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) In the event that a contractor, retail 

agency, or Nater user commingles project water with water from 

another souI'ce in a cormnon distribution system, the contractor 

shall, in complying with the provisions or this article, adhere 

to the following rules, and, where project water is delivered 

by it to a retail agency or to another agency by, through, or 

under which project water ia delivered to a retail agency, as 

-30/4-
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contemplated 1n subdivision (d) of this article, shall require 

on behalf of the State that such retail agency adhere or be 

required to adhere to the same rules. 

(l) If the amount of nonproject water 

delivered by the contractor or retail agency in any year to water 

users within the area served with project water by the contractor 

or retail agency is equal to or greater 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 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 

delivered by the contractor or retail agency in any year to water 

users within the area served with project water by the contractor 

or retail agency is less than the amount of water put to agri

cultural 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 delivered 

by the contractor or retail agency to water users within that 

area during such year bears to the total amount or water delivered 

by the contractor or retail agency to water users within that 

area during such year. 
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(3) Project water which reaches the under

ground prior to delivery to or pumping by a water user shall not 

be subject to a surcharge under this article. 

(r) Subject to subdivision (g) of this article, a 

contractor shall not be liable tor the failure of any retail 

agency or other agency to perform the obligations imposed upon 

it in accordance with subdivision (d) of this article. 

(g) In the event that any retail agency or other 

agency by, through, or under which project water is delivered to 

a 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 a court of competent jurisdiction, in the 

name of the contractor and/or agency or agencies by, throughJ or 

under which project water is delivered to such retail agency, as 

it deem.a necessary to compel the performance ot such obligations, 

and in such action the State shall be subrogated to the rights 

of such contractor and/or such other agency or agencies against 

such retail agency or other agency. In the event that any certi

fication furnished by a water user in accordance with subdivision 

(d) of this article is found by the State to inaccurately repre

sent facts or water use or land ownership, with the result that 

such user is avoiding payment under the surcharge provided for 

herein, the State may talce such action 1n a court of competent 

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 delivered to such water userJ as it deems 

necessary to collect full payment under the surcharge from such 

water user and to compel the performance of all obligations 
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imposed upon such water user 1n accordance with said subdivision 

(d), and in such action the State shall be subrogated to the 

rights of such contractor 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 a retail agency or to 

another agency by, through, or under which project water is 

delivered to a retail agency, 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 wh1ch 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 respeotive rights as set forth above, 

(h) Should the application of any of the pro

visions or this article 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 ae11vered 

to a retail agency, the State shall defend the contractor, retail 

agency, or other agency against such clai~~, and nhall indemnify 

them for any liability with respect thereto arising from activ

ities required by the State under this article. 

(1) This article shall be separable from all 

other provisions 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 invalid

ity shall 1n no way affect the validity of, or make invalid, any 

other provision of this contract. 
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31. Adjustment for Overpayment or Underpayment._ If in 

any year, by reason of errors in computation or other causes, 

there is an overpayment or underpayment to the State by the 

District of the charges provided for herein, which overpayment 

or underpayment is not accounted for and corrected in the annual 

redetermination of said charges, the amount of such overpayment 

or underpayment shall be credited or debited, as the case may be, 

to the District•s account for the next succeeding year and the 

State shall notify the District thereof in writing, 

-31/l-
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32. Delinquency in Payment. 

(a) The governing body of the District shall pro

vide for the punctual payment to the State of payments which become 

due under this contract. 

(b) Upon every.amount or money required to be 

paid by the District to the state pursuant to this contract which 

remains unpaid after it becomes due and payable, interest shall 

accrue at the rate of one-halt (l/2) of one (l) percent per month 

of the amount of such delinquent payment from and after the due 

date until it is paid, and the District hereby agrees to pay such 

interest: Provided, That no interest shall be charged to or be 

paid by the District unless auch delinquency continues for more 

than thirty (30) days. 
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33. Obligation or District to Make Payments. 

(a) The District's !"allure or refusal to accept 

delivery or project water to which it ls entitled under Article 

6(b) shall in no way relieve the District of its obligation to 

make payments to the State as provided for in this contract. The 

State, however, shall make rea~onable efforts to dispose of any 

water made av~llable to but not r~quired by the District, and any 

net revenues from such disposal shall be credited to the District's 

account hereunder. 

(b) The District as a whole 1s obligated to pay 

to the State the payments becoming due under this contract, not

withstanding any individual default by its constituents or others 

in the payment to the District of assessments, tolls, or other 

charges levied by the District. 

-33/1-
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34. Obligation of District to Levy Taxes and 

Assessments. 

(a) If in any year the District fails or is unable 

to raise sufficient funds by other means, the governing body or 

the District shall levy upon all property in the District not exempt 

from taxation, a tax or assessment sufficient to provide for all 

payments under this contract then due or to become due within that 

year. 

(b) Taxes or assessments levied by the governing 

body of the District pursuant to subdivision (a) of this article 

shall be enforced and collected by all office:.i."S of tD.8 -01.strlct 

charged with the duty of enforcing and collecting taxes or o.saeas

ments levied by the District. 

(c) All money collected for taxes or assessments 

under this article shall be kept in a separate fund by the 

treasurer or other officer of the District charged with the safe• 

keeping and disbursement of funds of the District, and, upon the 

written demand of the State, the treasurer or other officer-shall 

pay over to the State all such money in his possession or control 

then due the State under this contract, which money shall be 

applied by the State to the satisfaction of the amount due under 

this contract. 

(d) In the event of failure, neglect, or refusal 

of any officer of the District to levy any tax or assessment 

necessary to provide payment by the District under this contract, 

to enforce or to collect the tax or assessment, or to pay over to 

the State any money then due the State collected on the tax or 
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asses5ment, the State may take such action in a court of competent 

jurisdiction 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 11m.tt any remedy provided 

by this contract or by law for the recovery of money due or which 

may become due under this contract. 

-34/2-
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D. GENERAL PROVISIONS 

35. Remedies Not Exclusive. The use by either party 

ot any remedy specified herein for the enforcement ot this contract 

is not exclusive and shall not deprive the party using such remedy 

or, or limit the application of, any other remedy provided by law. 
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36. Amendments. This contract may be amended at any 

time by mutual agreement or the parties, except insofar as any 

proposed amendments are in any way contrary to applicable law. 

The State shall promptly furnish the District with copies of all 

other contracts now or hereafter executed by the State for a 

dependable supply or project water, and of any amendments thereof. 
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37, Reservation With Respect to State Laws, Nothing 

herein contained shall be construed as estopp1ng or otherwise pre

venting the District or any person, firm, assoc1at1on, corporat1on, 

or public body or agency claiming by, through, or under the 

District from contesting by litigation or other lawful means the 

validity, constitutionality, construction or application 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 contract executed by the State for a dependable 

supply of project water shall contain a similar reservation with 

respect to State laws. 

-37/1-



38. Opinions and Determinations. Where the te-rms of 

this contra~t provide for action to be based upon the opinion, 

Judgment, approval, review, or determination of either party 

hereto, such terms are not intended to be and shall never be 

-Construed as permitting such opinion, Judgment, approval, review, 

or determination to be arbitrary, capricious, or unreasonable. 

-38/1-
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39, Contracting Officer of the State. The contracting 

officer of the State shall be the Director of water Resources of 

the State of ca11fornia and his successors, or their duly auth

orized representat1.ves. The contracting officer shall be 

responsible for all discretionary acts, opinions, judgments, 

approvals, reviews, and determinations required of the State 

under the terms or this contract. 
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40. Successors and Assigns Obligated. This contract 

and all of its provisions shall apply to and bind the successors 

and assigns of the parties hereto. 

-40/1-
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41. Assignment. No assignment or transfer of this 

contract or any part hereof, ri¢hts hereunder, or interest 

herein by t}ie District shall be valid unless and until it is 

approved by the State and made subject to such reasonable terms 

and conditions as the State may impose. No assignment or transfer 

of this contract or any part hereof, rights hereunder, or interest 

herein by the State shall be valid except as such assignment or 

transfer is made pursuant to and in conformity with applicable 

law. 
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42. Waiver of Rights. Any waiver at any time by either 

party hereto of its right• with respect to a default or any other 

matter arising in connection with thio contract, shall not be 

deemed to be a waiver with respect to any other default or matter. 

-42/1-
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43. Notices. All notices that are required either 

expressly or by implication to be given by one party to the 

other under this contract shall be signed for the State by its 

contracting officer, and for the District by its General Manager 

and his successors or their duly authorized representatives. All 

such notices shall be deemed to have been given if delivered 

personelly or if enclosed 1n a properly addressed envelope and 

deposited 1n a United States Post Office for delivery by 

registered or certified mail. Unlesa and until formally 

notified otherw1.sa, the District shall address all notices 

to the State as follows: 

Director of water Resources 

P. O. Box 388 

Sacramento 2, California 

and the State shall address all notices to the District as 

follows, 

San Bernardino Valley Municipal Water District 

384 Fourth Street 

San Bernardino, California 
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44. Maintenance and Inapection or Booka1 Recorda1 and 

Reports. During regular office ho\lX'a, each or the parties hereto 

and their duly authorized representatives shall 1'ave the right to 

inspect and make copies of any books, records, or reports of the 

other party pertaining to this contract or matters related hereto. 

Each or the parties hereto •hall maintain and make available for 

such inspection accurate records of all of its costs, disburse

ments and receipts with respect to its activities under this 

contract and the Bond Act. 

-44/1-
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45, Contracts to be Unifonn, Contracts executed by 

the State for a dependable supply of project water shall be sub

otantially unitonn with respect to basic tenns and conditions, 

except as otherwise provided in this article with respect to 

payment of the capital cost component of the Transportation Charge. 

Schedules for all contractors for payment of the capital cost 

component of the Transportation Charge shall provide as a minimum 

for payment currently of interest on all allocated capital costs, 

computed at the project interest rate and compounded annually, 

and for commencement of payment of the principal of such allocated 

costs 1n the year following the year in which capital costs allo

cated to the respective contractor are first incurred by the 

State, subject only to (l) through (4) below: 

(1) The eonmencement ot payment of the principal 

or such allocated coats may be deferred up to 

a maximum of nine (9) years following the year 

1n which such coats are first incurred by the 

State, to the extent that in the Judgment of 

the State such delay in commencement of pay

ment 1B necessary to prevent unreasonable 

financial hardship on the contractor. 

(2) The payment of such principal and interest 

may be made, subject to approval by the 

State, in installments which vary in magni

tude during the project repayment period. 

(3) In the ease of any contractor to which the 

delivery of project water for agricultural 

use as or 1990 ia estimated by the State to 
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be in excess of twenty-rive percent (25~) 

or such contractor's maximUm annual entitle

ment, payment or any portion or all of the 

capital costs allocated to such contractor 

which are attributed by the State to agricul

tural uee or proJe~t water, together with 

payment or interest on said capital costs, 

may be commenced by such contractor in the 

year of initial water delivery, to the extent 

that 1n the Jud8J11ent of the State such delay 

in commencing payment is necessary to prevent 

unreasonable financial hardship on such 

contractor. 

(4) All unpaid interest shall be accumulated at 

the project interest rate, compounded annually, 

and added to the contractor's allocated 

capital costs. 

Notwithstanding (1) through (4) above, all contractor• shall com

pletely pay their total allooated capital costs and interest 

thereon, computed at the project interest rate and compounded 

annually, within the project repayment period, and payments 

under the schedule ot payment of capital coats tor each contractor, 

including interest over the project repayment period, shall have 

a present value, when discounted at the project interest rate to 

the first day or the project repayment period, equal to the present 

value or the payments under that schedule which would be derived 

tor such contractor on the bases provided in this contract when 

so discounted at the project interest rate to the Slll!le date. 

-45/2-
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46. Suit on Contract. Each of the parties hereto may 

sue and be sued with respect to this contract. 

IN WITNESS WHEREOF, the parties hereto have executed 

this contract on the date first above written. 

Approved as to legal form 
and surr101ency: 

<J,~counsei 
Department of Water Resources 

Attest: 

STATE OF CALIFORNIA 

STATE OF CALIFORNIA 
DEPARTMENT OF WATER RESOURCES 

.,iif..ot/NlJ L 
SAN BERNARDINO VALLEY MUNICIPAL 

WATER DISTRICT 

~~ryf lhc/l~By Pre~ L 
San Bernardino Valley 

Municipal Water District j , 
and execution: denera hager 
Approved as to fonn By ✓1 w," kTUJ ~ 
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State Water Project 
Water Supply Contract Amendments 

Table of Contents 

Amendment 
Amendment No. I 

Amendment No. 2 

Amendment No. 3 

Amendment No. 4 

Amendment No. 5 

Amendment No. 6 

Amendment No. 7 

Amendment No. 8 

Amendment No. 9 

Amendment No. 10 

Amendment No. 11 

Date 
Nov. 15, 1963 

Sep. 28, 1964 

June 26, 1968 

Dec. 3, 1969 

Dec. 31, 1970 

Dec. 27, 1971 

Oct. 15, 1972 

Dec. 26, I 972 

Jan.24, 1973 

Jan. 21, 1980 

Amendment No. 12 Sept. 15, 1986 

Amendment No. 13 May 29, 1987 

Amendment No. 14 Apr. 5, 1991 

AmendmentNo. 15 Mar. 17, 1997 

Amendment No. 16 Mar. 27, 1997 

Description 
Reduction in District's maximum annual entitlement from 90,000 ac-ft/year to 
85,000 ac-ft/year; maximum flow capacities; addition of section, "Amendatory 
Provisions" 

Increase in District's maximum annual entitlement from 85,000 ac-ft/year to 
98,000 ac-ft/year; increase in minimum project yield; amendment to section, 
"Amendatory Provisions" 

Increase in District's maximum annual entitlement from 98,000 ac-ft/year to 
106,200 ac-ft/year. 

Fix the rate for computing Delta water charge for 1970 at $6.65; re-calculation 
of"Project Interest Rate"; add section, "Adjustments Due to Supplemental 
Financing Costs" 

Fix the rate for computing Delta water charge for 1971 at $7 .24 

Amendments to Delta water charge. 

Delete the following: section entitled, "Surcharge for Excess Use of Project 
Water"; section entitled, "Surcharge Credit"; sentence in section entitled, 
"Surplus Water" 

Addition of subdivisions to "Transportation Charge - Redetermination" section 
including, Determinative Factors Subject to Retroactive Change, Adjustment: 
Transportation Cost Capital Charge Component; Adjustment: Transportation 
Charge - Minimum and Variable Components. 

Decrease the District's annual entitlement for the first year from 46,000 ac
ft/year to 1,677 ac-ft/year. 

Revision to sections, "Project Repayment Period" and "Term of Contract" 

Amendments related to East Branch Extension including "Project Interest 
Rate", collection of costs related to construction and O&M; and capacity. 

Amendments to "Project Interest Rate" related to the East Branch Extension. 

Amending the definition of "Project Interest Rates" to specify that the East 
Branch Extension facilities will not be included in calculating the rate; 
adjustment of remaining repayment period as a result of this amendment. 

Addition of sections, "Carry-over Entitlement Water" and "Delivery of Carry
over Entitlement Water" 

Monterey Agreement/Amendment 

Amendments related to the construction of the East Branch Extension facilities. 



STATE OF CALIFORNIA 

DEPARTMENT OF WATER RESOURCES 

AMENDMENT NO. l TO CONTRACT 
BETWEEN THE STATE OF CALIFORNIA 

DEPARTMENT OF WATER RESOURCES AND 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

FOR A WATER SUPPLY 

THIS CONTRACT, made this 15th day of November, 1963, 

pursuant to the provisions ot 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 J'eferred to as the 11State", and San 

Bernardino Valley Municipal Water District, a public agency 1n 

the State of California, duly organized, existing, and acting 

pursuant to the laws thereof with its principal place of business 

1n San Bernardino, California, herein referred to as the "D1str1ct 11
• 

WITNESSE'l'H, That: 

WHEREAS, The State 1s authorized to construct and operate 

facilities for the storage and conveyance of water, certain of 

which facilities will make water available to the District; and 

WHEREAS, The State and the District have entered into a 

water supply contract, dated December 30, 1960, providing that the 

State shall supply certain quantities of water to the District 1 

and providing that the District shall make certain payments to the 

State1 and setting forth the terms and condi.tions of such supply 

and such payments; and 
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WHEREAS, Subdivision T(c) of the above-mentioned contract 

provides for reductions 1n the District's maximum annual entitle

ment as a result of the water supply contracts for service to areas 

shown on exhibits A and B of such contracts and such a water supply 

contract has been executed with Crestline-Lake Arrowhead Water 

Agency, dated June 22, 1963; and 

WHEREAS, The State and the District are desirous of 

making certain other changes and additions to their contract, while 

otherwise continuing the contract in full force and effect; 

AND THEREFORE, It is mutually agreed that the following 

changes and additions are hereby made to the District's water 

supply contract with the State: 

l 
2 

i 
g 
7 
8 
9 

lO 
ll 
12 
13 

l. Table A, contained in Article 6, is amended to 

read as follows: 

TABLE A 

ANNUAL AMOUNTS OF WATER TO BE 
MADE AVAILABLE FOR DELIVERY TO 

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

-2-

Total Annual Amount 
in Acre-Feet 

39,500 
41,250 
43,200 
44,950 
46,700 
48,450 
50,200 
52,050 
53,700 
55,650 
55,650 
55,650 
55,650 



14 
15 
16 
17 
18 
19 
20 

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

55,650 
57,400 
62,850 
68,300 
73,650 
79,100 
85,000 

85,000 

2. Article 7(b) is amended to read as follows: 

(b) The maximum amount of project water to be made 

available to the District 1n any one year under this contract 

shall be 85,000 acre-feet, referred·to in thia contract as the 

District's maximum ar.nual entitlement; and in no event shall ~uch 

maximum amount of project water to be made available to the 

District be increased over this amount, except as is provided for 

in Article 8 and 15{c). 

This paragraph shall be effective as of June 22, 1963. 

3. Article 12(c) is amended to read as follows: 

(c) In no event shall the State be obligated to deliver 

water to the District through all delivery structures at a total 

combined instantaneous rate of flow exceeding one hundred fifty

five (155) 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 District's requests with respect to maximum flow 

capacities to be provided in said delivery structures, pursuant 

to Article 10. 
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4. Article 47 is added to the contract to read as follows: 

47. Amendatory Provisions 

a. Surplus Water 

Notwithstanding other provisions of this 

contract, surplus water for agricultural and ground water replenish

ment 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 contractor shall have the right, 

subject to the ability of the State to deliver such water, to con

tract 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 annual entitlements delivered for 

agricultural and ground water replenishment use during the pre

ceding three years of all contractors requesting surplus water: 

Provided, That if its proportion of such surplus water is not re

quired by or cannot be delivered to any contractor, such amount 

of additional surplus water shall be offered to other contractors 

for agricultural and gi•ound water replenishment use. During the 

first three years in which project water is delivered to a con

tractor, the State shall determine the amount of surplus water 

which the contractor may obtain based on the contractor's maximum 
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annual entitlement an~ the estimated percentage of its annual 

entitlement to be delivered for agricultural and ground water re

plenishment use; bUt quantities so determined shall not exceed the 

contractor's annual entitlement for that year. Por 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 determine the amounts of water used for agricultural 

and ground water replenishment use by each contractor in each year: 

Provided, That each contractor shall furnish ceDt1f1ed copies of 

such records and data concerning the use of water within its 

boundaries as the State may request. 

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 

incurred 1n such service of surplus water as determined by the 

State, A surcharfe 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 pursuant 

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 

speci£ically allocated pursuant to this subdivision shall be sold 

under the provisions of Article 21. 

As used in this subdivision "ground water replenishment 

-5-
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use 11 shall mean the use ot project water exclusively by direct 

application to spreading basins, streambeds, or through other 

means of direct artificial recharge for the purpose of replenish

ing overdrawn ground water basins. 

b, Surcharge Credit 

Notwithstanding other provisions of this 

contract, the State may include provisions in water supply contracts 

allowing a credit to a contractor not to exceed the surcharge to 

be paid by such contractor: Provided, That such credit shall 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 including provisions 

pursuant to this subdivision eha11 assure that the reductions in 

the contractors' obligations authorized by this subdivision are 

made available exclusively for the benefit of agricultural use on 

land other than excess land and are not directly or indirectly 

made available for the benefit of agricultural use on excess land. 



IN WITNESS WHEREOF, the parties hereto have executed 

this contract on the date first above written. 

Approved as to legal form 
and sufficiency: 

Department of 

Attest: 

lP 
ecre ary 

Water Resources 

San Bernardino Valley 
Municipal Water District 

Approved as to form 
and execution: 

ounse 
San Bernard 

MuniciP, 

-7-

STATE OF CALIFORNIA 
DEPARTMENT OF WATER RESOURCES 

By /v ✓ (.___' ........ r. t,r~ 
Director 

SAN BERNARDINO VALLEY MUNICIPAL 
WATER DISTRICT 

Pris int 
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STATE OF CALIFORNIA 

DEPARTMENT OF WATER RESOURCES 

AMENDMENT NO, 2 TO WATER SUPPLY 
CONTRACT BETWEEN THE STATE OF CALIFORNIA 

DEPARTMENT OF WATER RESOURCES AND 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

THIS CONTRACT, made this 28th day of September 

1964, 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 

or California, acting by and through its Department or Water 

Resources, herein referred to as the 11 State 11
, and San Bernardino 

Valley Mun1c1pal_Water District, a public agency in the State of 

California, duly organized, existing, and acting pursuant to the 

laws thereof with its principal place of business in San Bernardino, 

California, herein referred to as the 11District 11
, 

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 District, and in 

particular the East Branch or the California Aqueduct which is 

scheduled to be ready to deliver water in January 1972; and 

WHEREAS, the State and the District have entered into 

a water supply contract, dated December 30, 1960, as amended 

November 15, 1963, providing that the State shall supply certain 

quantities of water to the District, and providing that the District 

shall make certain payments to the State, and setting forth the 

tenns and conditions of such supply and such payment; and 

WHEREAS, the maximum annual entitlements under all 

contracts executed by the State on or before Dec.ember 31, 1963, 



did not aggregate the amount of the minimum project yield as 

defined in such water supply contract; and 

WHEREAS, the District has elected to become entitled to 

a certain amount of the uncontracted for portion of the minimum 

project yield under the provisions of Article 8 of the above

mentioned contract and the State has determined that the District 

can put the water involved to beneficial use within a reasonable 

period of time; and 

WHEREAS, the State and the District are desirous of 

making certain other changes and additions to such contract, while 

otherwise cont1nU.1ng the contract in full force and effect; and 

WHEREAS, the increase in the minimum project yield pro

vided for in this amendment w111J in the opinion of the State•s 

engineering staff, bring about reductions in both the Delta Water 

Charge and the Transportation Charge to be paid by the District; 

NOW THEREFORE, it is mutually agreed that the following 

changes and additions are hereby made to the Distr1ct 1s water 

supply contract with the State: 

l. Subdivision (l) of Article l is amended to read 

as follows: 

(l) "Minimum pro.Ject yield" shall mean the dependable 

annual supply of project water to be made available1 estimated to 

be 4,230,000 acre-feet per year, sa·1.d 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: 

(1) The estimated relative proportion of deliveries 

for agricultural use to deliveries for municipal use for the year 

1990, and the characteristic distributions of demands for these 

two uses throughout the year. 

-2-
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(2) An allowable reduction in the agricultural use 

portion of the minimum project yield, due to drought, of not to 

exceed fifty percent (5~) in any one year, nor a total of one 

hundred percent (1~) of one year's supply in any series of seven 

consecutive years. 

(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 entitled 11 Annual Entitlements San Bernardino 

Valley Municipal Water District.," as set forth in Article 6 1 

is amended to read as follows: 

TABLE A 

ANNUAL ENTITLEMENTS 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

l 
2 

i 
~ 
7 
8 
9 

10 
ll 
12 
13 
14 
15 
16 
17 
18 
19 
20 

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

-3-

Total Annual Amount 
in Acre-feet 

45,541 
47,559 
49,8o6 
51,826 
53,842 
55,860 
57,878 
60,010 
61,913 
64,161 
64,161 
64,161 
64,161 
64,161 
66,179 
72,462 
78,745 
84,915 
91,198 
98,000 

98,000 



3. Subdivision (b) of Article 7 is amended to read 

as follows: 

(b) The maximum amount of project water to be made 

available to the District in any one year under this contract 

shall be 98,000 acre-feet, referred to 1n this contract as the 

District's maximum annual entitlement, and in no event shall such 

maximum amount of project water to be made a,,a1lable to the Dis

trict be increased over this amount, except as is provided for 

in Articles 8 or 15(c). 

4. Subdivision (c) of Article 12 is amended to read 

as follows: 

(c) In no event shall the State be obligated to deliver 

water to the District through all delivery structures at a total 

combined instantaneous rate of flow exceeding one hundred seventy 

nine (179) cubic feet per second, except as this rate or flow may 

be revised by amendment of this article after submission to the 

State of the District's requests with respect to maximum flow 

capacities to be provided in said delivery structures, pursuant 

to Article 10. 

5. Subdivision (a) of Article 16 1s amended to read 

as follows: 

(a) The D1str1ct 1s maximum annual entitlement hereunder, 

together with the maximum annual entitlements of all other con

tractors, shall aggregate no more than the minimum project yield 

as defined herein and in no event more than 4,230,000 acre-feet 

of project water. 

-4-
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6. Article 47 is amended to read as follows: 

47. Amendator;y Provisions 

(a) Surplus Water 

Notwithstanding other provisions of this contract, 

surplus water for agricultural and ground water replenishment use 

sha'll be offered to contractors on the following basis. Before 

surplus water is sold for other than agricultural and ground water 

replenishment use, each c~ntractor shall have the right, subject 

to the ability of the State to deliver such water and to the pro

visions or the next succeeding paragraph, to contract for agricul

tural and ground water replenishment use for a portion or the total 

amount or 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 or the annual entitlements, set forth in 

Table A of this contract, delivered to the contractor for agricul

tural and ground water replenishment use during the preceding 

three years bears to the total amount of such annual entitlements 

delivered for agricultural and ground water replenishment use 

during the preceding three years of all contractors requesting 

surplus water: Provided, That if its proportion of such surplus 

water is not required by or cannot be delivered to any contractor, 

such amount of additional surplus water shall be offered to other 

contractors for agricultural and ground water replenishment use. 

During the first three years in which project water is delivered 

to a contractor, the State shall determine the amount of surplus 

water which the contractor may obtain based on the contractor 1 s 

maximum annual entitlement and the estimated percentage of its 

annual entitlement to be delivered for agricultural and ground 
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water replenishment use; but quantities so determined shall not 

exceed the contractor's annual entitlement for that year. For the 

purpose of computing the portion of the surplus water for agricul

tural and ground water replenishment use to which each contractor 

is entitled, the State shall determine the amounts of water used 

for agricultural and ground water replenishment use by each con

tractor in each year: Provided, That each contractor shall furnish 

certified copies of such records and data concerning the use of 

water within its boundaries as the State may request. 

The provisions of this paragraph shall be applicable 

only to contractors in the San Joaquin Valley Service Area, con

tractors in the Southern California Service Area, .and contractors 

in the Central Coastal Service Area. Before surplus water is sold 

for other than agricultural and ground water replenishment use, 

each such contractor shall have the right, subject to the ability 

of the State to deliver such water, to contract for agricultural 

and ground water replenishment use in accordance with the following 

formula: contractors in the San Joaquin Valley Service Area shall 

hsve a right to contract for sixty-nine percent (6g,() of the 

surplus water available at the Mile 18 Pumping Plant; contractors 

in the Southern California Service Area shall have a right to 

contract for twenty-nine percent (2~) of such water; and 

contractors in the Central Coastal Service Area shall have a right 

to contract for two percent (~) of such water: Provided, That 

within each of these service areas, each contractor shall have 

the right to contract for agricultural and ground water replenish

ment use for a portion of the total amount of surplus water 

available to that service area in any year, in an amount which 

bears the same ratio to the total amount of surplus water 

-6-
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available to the service area in that year as the sum nf the annual 

entitlements, set forth in Table A of this contract, delivered to 

the contractor for agricultural and ground water replenishment use 

during the preceding three years bears to the total amount of such 

annual entitlements delivered for agricultural and ground water 

replenishment use during the preceding three years of all contrac

tors in that service area requesting surplus water: Provided, 

further, That if its proportion of such surplus water is not 

required by or cannot be delivered to any contractor, such amount 

of additional surplus water shall be offered to other contractors 

for agricultural and ground water replenishment use. During the 

first three years in which project water is delivered to a contrac

tor, the State shall determine the amount of surplus water which 

the contractor may obtain based on the contractor 1 s maximum annual 

entitlement and the estimated percentage of its annual entitlement 

to be delivered for agricultural and ground water replenishment 

use; but quantities so determined shall not exceed the contractor'~ 

annual ~ntitlement for that year. As used in this paragraph, 

"contractors in the San Joaquin Service Area 11 shall mean: Devil's 

Den Water District, Dudley Ridge Water District, Empire West Side 

Irrigation District, Hacienda Water District, Kern County Water 

Agency, and Tulare Lake Basin Water Storage District; "contractors 

in the Southern California Service Area" shall mean: Antelope 

Valley-East Kern Water Agency, City of West Covina, Coachella 

Valley County Water District, Crestline-Lake Arrowhead Water Agency, 

Desert Water Agency, Littlerock Creek Irrigation District, Mojave 

Water Agency, Palwdale Irrigation District, San Bernardino Valley 

Municipal Water District, San Gabriel Valley Municipal Water 
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District, San Oorgonio Pass Water Agency, The Metropolitan Water 

District of southern California, Upper Santa Clara Valley Water 

Agency, and Ventura County Flood Control District; 
11
contractors in 

the central Coastal Service Area 11 shall mean: San Luis Obispo 

County Flood Control and Water Conservation District and Santa 

Barbara County Flood Control and Water Conservation District. 

The provision of this paragraph shall be applicable only 

to a contractor to which the delivery of project water for municipal 

use as of 1990 is estimated by the State to be in excess of fifty 

percent(~) of such contractor's maximum annual entitlement. 

For the purpose of fixing such contractor 1s right to delivery of 

surplus water, water from a watershed not tributary to the 

contractor's area which is· delivered within the contractor's 

boundaries for agricultural or ground water replenishment use 

shall be deemed to be part of tqe contractor's annual entitlement 

delivered for such use in computing the 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 entitlement, as set forth in Table A, for 

such use. Surplus water shall be deemed to be used by the con

tractor for agricultural or ground water replenishment use if an 

equal quantity of water imported from a watershed not tributary 

to the contractor's area is delivered within the contractor's 

boundaries for such use. 

-8-
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In providing for the delivery of surplus water to 

contractors pursuant to 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 con

tractor which would be dependent upon the sustained delivery of 

water in excess of the contractor's maximum annual entitlement. 

In no event shall the quantity of surplus water made available in 

any year prior to 1986 to any contractor under this subdivision 

exceed the difference between its annual entitlement for that year 

and its maximum annual entitlement, except that, subject to 

provtsions of the immediately preceding sentence, with respect to 

any contractor which under Table A of its contract is scheduled 

to receive its maximum annual entitlement prior to 1978, the 

quantity of surplus water made available in any year prior to 1986 

under this subdivision may exceed 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 variable operation, maintenance, power and replacement 

components of the Delta Water Charge and Transportation Charge 

incurred in such service of surplus water as determined by the 

State. Surplus water delivered under this subdivision shall be 

limited to the quantity of water which can be delivered without 

adversely affecting the reliability, or increasing 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 made pursuant 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 

under the provisions of Article 21. Nothing in this subdivision 

shall limit the right of the District to increase its annual entitle

ments as otherwise provided in this contract. 

As used in this subdivision ''ground water replenishment 

use 11 shall mean the use of project water exclusively by direct 

application to spreading basins, streambeds, or through other means 

of direct artificial recharge for the purpose of replenishing over

drawn ground water basins. 

(b) Surchar5e Credit 

Notwithstanding o-l;her pre-visions of this contract, 

the State may allow a credit to each contractor not to exceed the 

surcharge paid by such contractor. 

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 credit to the District in the 

amount of the surcharge forwarded by the District to the State 

in the preceding year. 

(2) The District shall not establish water rates, or 

tax or assessment rates, so as to ce.use the surcharge credit to 

be passed on to water users in a manner which will bring about 

-10-
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a greater reduction in the cost per acre-foot of project water put 

to use on excess land than such cost of project water put to use 

on other than excess land. 

This subdivision 47(b) shall be separable from all other 

provisions in this contractJ and in the event that any or all of 

the provisions ot this subdivision 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 invalidity shall 

in no way affect the validity ofJ or make invalidJ any other 

provision ot this contract. 

IN WITNESS WHEREOF, the parties hereto have executed 

this contract on the date first above written. 

Approved as to legal form 
and sufficiency: 

Department of Water Resources 

Approved as to form 
and execution: 

) 

,f7-« 

-ll-

STATE OF CALIFORNIA 
DEPARTMENT OF WATER RESOURCES 

SAN BERNARDINO VALLEY MUNICIPAL 
WATER DISTRICT 

I 
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STATE OF CALIFORNIA 
THE RESOURCES AGENCY 

DEPARTMENT OF WATER RESOURCES 

AMENDMENT NO. 3 TO WATER SUPPLY 
CONTRACT BETWEEN THE STATE OF CALIFORNIA 

DEPAR™ENT OF WATER RESOURCES AND 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

~ /1 
THIS CONTRACT, made this 7-l day of l --jf~ 1968, 

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 

San Bernardino Valley Municipal Water District, a public agency 

in the State of California, duly organized, existing, and acting 

pursuant to the laws thereof with its principal place of business 

in San Bernardino, California, herein referred to as-the 

"Dist:rict", • 

WITNESSETH, That: 

WHEREAS, the State is a~thorized to construct and 

operate facilities for the storage and conveyance of water, 

certain of which facilities will make.water available to the 

District; and 

WHEREAS, the State and the District have entered 

into a water supply contract, dated December 30, 1960, as 

amended by Amendment No. 1 dated November 15, 1963, and Amendmer.t 
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No. 2 dated September 28, 1964, -providing that the State shall 

supply certain quantities of water to the District, and pro-

viding that the District shall make certain payments to the State, 

and setting forth the terms and conditions of such supply and 

such payment· and 

,·lHEREAS, 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 c·::ntract; 

and· 

WHEREAS, the District has requested that it become 

entitled to a certain anaunt of the uncontracted for portion of the 

minimum project yield and the State after consideration of all 

such reaussts has deter,;-,ined that the District can best put a 

portion of the ,·1ater involved to beneficial use within a reasonable 

period of time; and 

WHEREAS, 'the State and the District are desirous of 

making certain other changes and additions to such contract, while 

otherwise continuing the contract in full force and effect, 

NOW THEREFOR:::, it is mutually agreed that the following 

changes and additio::is are hereby made to the District's water 

supply contract with the Sta·te: 

1. Table A of the cor.tract entitled "Annual Entitle

ments San Bernardino Valley l•1unicipal Water District" as set forth 

in Article 6 is emended to read as follows: 
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TABLE A 
Annual &~titlements 

San Bernardino Valley Municipal Water District 

Year 

l 
.2 

4 
~ 
~ 
9 

10 
11 
12 

b1 
15 
16 
17 
18 
19 
20 

And each succBeding year 
thereafter, for the term 
of this contra~t: 

Total Annual Amount 
in Acre-fee"t 

46,ooo 
48,ooo 
50,coo 
52,5cc 
55,CC0 
57,500 
60,000 
62,500 
65,500 
68,500 
71,500 
74,500 
78,000 
81,500 
85,000 
89,000 
·93,000 
97,000 

101,500 
102,600 

102,600 

2. Subdivision (b) of Article 7 is amended to read 

as follows: 

(b) The maximum amount of project water to be made 

available to the District in any one. year under t!'lis contract shall 

be one hundred two thousand six hundred (102,600) acre-feet, 

referred to in this contract as the District's maximum annual 

entitlement, and"in no event shall such maximum amount of project 

water to be made available to the District be increased over this 

amount, except as pro•rided for in Articles 8 and 15(c). 
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3. Subdivision (c) of Article 12 is amended to read 

as follows: 

(c) In no event shall the State be obligated to 

deliver water to the District through all delivery structures at 

a total combined instantaneous rate of flow exceeding one hundred 

eighty-eight (188) cubic feet per second, except as this rate of 

flow may be revised by amendments of this article after sub~ission 

to the State of the District's requests with respect to maxi:num :flow 

capacities to be provided in said delivery structures, pursuant 

to Article 10. 

IN WITNESS !-/HEREOF, the parties hereto have executed 

this contract on the date first above written. 

Approved as to legal form 
and sufficiency: 

STATE OF' CALIFORNIA 
DEPART1,'1ENT OF 1-IATER RE3CUR.C23 

' 
r . -t ~ B:i· _., ' ~; (....-1 , /_'-·;·,,-.I , // 

- - .... t~t CluefCounse i --'-_,;;'--'"--'-'-n=.L~-_r_e_c_t_o_r _____ _ 
Department of Water Resources 

Approved as to form and 
execution: 

/ 

SAN EERNA:'llINO VALLEY KtJNICIPAL 
WATER DISTRICT 

,•, .. 
(~ -, " 

By __ ~~~-~~---~~-~-,._c...\},C.."-,~-\~,~"~~--~'~--
./ Secretary 
L. 
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STATE OF CALIFORNIA 
THE RESOURCES AGENCY 

DEPARTMENT OF WATER RESOURCES 

AMENDMENT NO. 4 TO WATER SUPPLY CONTBACT 
BETWEEN THE STATE OF CALIFORNIA 

DEPARTMENT OF WATER RESOURCES AND 
OAM BERNARDINO VALLEY MUNICIFAL WATER DISTRICT 

THIS CONTBACT, made this.,'. day of Al',. ,, , , It., '- 1969, 

pursuant to the provisions ~f 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 San Bernardino 

V:ille:,, ,4•.:nlctpal Water Di::.trlct, 

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 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 beginning in the year 1970, the 

Delta Water Charge shall be the sum of the capital cost component, 

minimum operation, maintenance, power and replacement component, and 
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variable operation, maintenance, power and replacement component com

puted in accordance 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 Delta Water Charge as computed in accordance 

with Articles 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 facilities 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 Water 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 be made by the Agency to the State 

include interest calculated at the "project interest rate" defined 

in Article 1 (s) of such water supply contract to mean the weighted 

average of the interest rates paid by the State on bonds issued 

under the Water Resources Development Bond Act (Bond Act) disregarding 

premiums received on the sale of such bonds; and 

WHEREAS, the underlying assumption 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-
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Thermalito power facilities through Central Valley Project Revenue 

Bonds and may finance other portions of the project facilities 

through additional revenue bond issues, .bonds issued under other 

authority granted by the Legislature or the voters, bonds issued by 

other state agencies, advances from contractors, and other methods 

under which the financing costs relate to interest rates that may 

exceed the interest rate of the bonds issued under the Bond Act; and 

WHEREAS, either the State 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 (l) the interest costs 

hereafter incurred by or on behalf of the State in financing the 

construction of project facilities by means other than the use of 

moneys provided under the Bond Act will be reflected in appropriate 

adjustments of the'project interest rate' (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 service obligation payable by such 

contractor by reason of such advance or if bonds were not used to 

obtain funds for such advance, then to the net interest cost which 

would have resulted if the contractor had sold bonds for the purpose 

of funding the advance; and (3) if any sources of funds other than 

those provided under the Bond Act are employed to finance the con

struction of specific project facilities and the interest or other 

costs of such financing are greater than the cost would have been 

if bocds 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, except insofar as the "project interest rate" 

has been adjusted pursuant to (1) in this recital: 

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: 

l, 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 

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 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 a 

capital cost component of $5,04 and a minimum operation, maintenance, 

power and replacement component of $1,61. After December 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 (s) of Article l is amended to read as 

follows: 
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"Project interest rate" shall mean the weighted average 

interest rate of (l) through (6) below computed by dividing (1) the 

total interest cost required to be paid or credited by the State 

during the life of the indebtedness or advance by (11) the total of 

the products of the various principal amounts and the respective 

terms in years of all such amounts: 

{l) 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 l, 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, public corporation, or non-

profit corporation of this State, 

(5) funds advanced by any contractor without 

the actual incurring of bonded debt thereror, 

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 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 interest rate 

earned over the period of such borrowing 
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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 a.re 

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 

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 (g) of Article 17 is added to the contract 

to read as follows: 

(g) 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 advance 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 principal and 

interest costs which would have resulted if the contractor had sold 

bonds for the purpose of funding the advance as determined by the 

State. 

(2) If, after May 1, 1969, any source of funds 

other than those provided by the Bond Act is employed to finance 
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construction of specific project facilities, any additional costs 

incurred because of such financing will not be charged to the 

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

Approved as to legal form and 
sufficiency: 

STATE OF CALIFORNIA 
THE RESOURCES AGENCY 
DEPARTMENT OF WATER RESOURCES 

Chief Oounsel 
BY_....:~;..c.....::~---·--·---

Director 
Department of Water Resources 
P. o. Box 388 
Sacramento, California 

;· .. ;-ir,rove,l !l~ to form c,nd 
c:.:ecut1or,: 

/~r.r::cl 

SAN BERNARDINO VAUEY MUNICIPAI, 
i.A'l'ER DISTRICT 
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STATE OF CALIFORNIA 
THE HESOUllCES AGENCY 

DEPARTMENT OF WATER RESOUP.CES 

AMENDMENT NO. 5 TO WATER SUPPLY CONTRACT 
BETWEEN THE STATE OF CALIFORNIA 

DEPARTMENT OF WATER RESOURCES AND 
SAN BERNARDINO VALLEY )~mUCIPAL WA'l'ER DISTRICT 

THIS CONTRACT, made this 31st day of December , 1970, 

pursuant to the provisions of the California Water Resources 

Development Bond Act, the State Central Valley Project Act, and 

other applicabie 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 San Bernardino 

Valley Municipal Water District, 

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 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 AgencY's ~ 

annual entitlement for· that year, and that beginning in the year 
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1971 the Delta Water Charge shall be the sum of the capital cost 

component, minimum operation, maintenance, power and replacement 

component, and variable operation, maintenance, power and replace

ment component computed in accordance 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 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 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 conservation 

facilities in the computation of the Delta Water Charge until after 

the year 1971 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 project water in any year 

through December 31, 1969, the Delta \"later 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 

water for that year. The $5.65 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 consist 01 a 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 followin8 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. 

Approved as to legal form and 
sufficiency: 

"{l;. ((h.v.~ 
""C""h_,i_e~!'~C,::o:u....'.n_s_e:,l_::::.:..::_:::::::_~=:::::::::-----.___ 
Department of Water Resources 
P. 0, Box 388 
Sacramento, California 

Approved as to form and 
execution: 
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STATE OF CALIFORNIA 
THE RESOURCES AGENCY 
DEPARTMENT OF WATER RESOURCES 

Director 

SAN BERNARDINO VAUEl MIJNICIPAL 
WATER DISTRICT 

By~£iL-.ft-
~ President 
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STATE OF CALIFORNIA 
THE RESOURCES AGENCY 

DEPARTMENT OF WATER RESOURCES 

AME?m'rnTT NO. 6 TO WATER SUPPLY CONTRACT 
B3TWEE'.N THE STATE OF CALIFORNIA 

DE".?ART!JDiT OF WATER RESOURCES AND 
SAN BElUTARDINO VALI,W MUll'ICIPAL WATER DISTRICT 

THIS CONTRACT, made this 27th day 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 

San Bernardino Valley Municipal Water District, 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 A5ency shall make certain payments to the state, 

and setting forth the terms 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 threugh the year 1969 the 

Delta Water Charge s~all 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 year, that for the year 

1971 the Delta Water Charge shall be the product of $7.24 and 

the Agency's annual entitlement for that year, and that 

beginning in the year 1972 the Delta Water Charge shall be the 

sum of the capital cost component, minimum operation, mainte

nance, power and replacement component, and variable operation, 

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 Water Charge as computed in 

accordance with Articles 22(c) and (d) shall include all 

projected costs of additional project and supplemental conserva

tion facilities commencing in the years in which the State first 

incurs capital costs for such facilities after the facilities 
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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 conserva

tion facilities in the computation of the Delta Water Charge 

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 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, by1he 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 I (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 trans

mission 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. 

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 co11m1ences 

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 project purposes, 

by the separable costs-remaining benefits method and subject to 

the foregoing provisos, of all projected costs of such feature 
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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 associ

ated 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. 

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

as follows: 

Upon the construction of the supplemental conservation 

ncilities, the Delta Water Charge shall be paid by all con

tractors 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 (e) 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 supple

mental 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 (e) 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 said subdivision (e), 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 entitlements to water 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 t~e 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 
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of a portion of a facility to be deferred, the associated costs 

of auch portion shall be excluded from the Delta Water Charge 

computations until repayment or such de'ferred costs .. or interest 

thereon is commenced by the State. 

IH WITNESS WHEREOF, the parties hereto have executed 

thJ.s contract on the date first above written; 

Approved as to legal form 
and surriciency: 

By -;;ec, ( ~ 
chie~unsei 
Department of Water Resources 

Approved as to form 
and execution: 

By r ~ ~s;__,...:::r:;f'--

STATE OF CALIFORNIA 
DEPAR'l'MENT OF WATER RESOURCES 

By ~L,;"LA· mrecor 

SAN BERNARDINO VALLEY MUNICIPAL 
WATER DISTRICT ,·~ 

/"""""'-------'-.;:,_------=;.>,<._ 

• (Title) 

~J-,~ip/~ s- IL~ . 
/,~---:1cTit~e) President of the 

./ · Board of Directors 
General Counsel 
San Bernardino Valley 
Municipal Water District 



STATE OF CALIFORNIA 
THE RESOURCES AGENCY 

DEPARTMENT OF WATER RESOURCES 

AMENDMENT NO. 7 TO WA'rER SUPPLY CONTRACT 
- BETWEEN THE STATE OF CALIFORNIA 
DEPARTMENT OF WATER RESOURCES AND 

- SAN BERNARDnro VALLEY MtrNICIPAL WATER DISTRICT 

THIS CONTRACT, made as of the 15th day of October, 

1972, 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 Califcrnia, between the 

State of California, acting by and through its Department of 

Water Resources, herein referred to as the "state", and 

San Bernardino Valley Municipal Water District, herein referred 

to as the "Agency"; 

WITNESSETH, That: 

WHEREAS, the State and the Agency have entered into and 

subsequently amended a water supply contract, dated December 30, 

1960 {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 than the United states or the 

State of California, for each acre·-foot of' project water determined 

to have been put to agricultural or manufacturing uses on excess 

land, for collection by the Agency either itself' or through a 
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retail agency or another agency, for payment to the State of 

such surcharge, and for the allowance, on specified terms and 

conditions, of the amount of such surcharge as a credit to the 

Agency; and 

WHEREAS, the Amended Contract establishes the power 

credit per acre-foot of water as two dollars until all of 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 surcharge 

credit have been suspended as to water deliveries during the years 

prior to 1972 pending redeter~ination of the power credit and a 

reevaluation of the merits of such contract provisions; and 

WHEREAS, esti::iates 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 burdensome to the Agency and its 

water users; and 

WHERK~S, the power credit, surcharge and surcharge 

credit provisions rest on unclear, confused or mistaken premises 

and should no lopger be retained; 

NOW, THEREFORE, it is mutually agreed as follows: 

There are hereby deleted from the Amended Contract 

the following: 
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l. Article 30 entitled "Surcharge for Excess Use 

of Project Water". 

2. The next-to-the-last sentence of the fifth paragraph 

of subdivision (a) of Article 47, entitled "Surplus Water", which 

reads as follows: 

"A surcharge shall be added to the rate for surplus • 
water :rurnished to excess land in an amount and under 
the conditions specified in Article 30 of this contract". 

3. Subdivision (b) of Article 47 entitled "surcharge 

Credit". 

IN WI'INESS WHEREOF, the parties hereto have executed 

this contract amendment as of the date first above written. 

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

By-{)c ✓(~ 
Chied Counsel 
Department of Water Resources 

Attest: 

By ~. ,(, ~;~.,,~ 
_(_T_i_t_l~e~)~s-e_c_;~~..,.·~-r~y-'-------~· --~.,.,,.J -

Board of Directors 

Approved as to form 
and execution: 

By ---------------
,, (Title) General Counse 1 

Director 

SAN BERNARDINO VALLEY MUUICIPAL 
WATER DISTRICT 
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STATE OF CALIFOR:UA 
THE RESO~.Jrt:Es AGE:;cy 

DEPART!-'.E:n' OF WATER RESOURCES 

AMENDMENT no. 8 TO WATER SUPPLY CONTRACT 
BETWEC::'i TnS ST.'., TE OF CALIFORJ.,IA 

DEPART:,:E::T OF ,,ATER RESOURCES AND 
SAN BERNARDINO VALLEY }!U:UCIPAL WATER DISTRICT 

THIS CONTRACT, :r.ade this ~ day of~·, 1972, 

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 
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San Bernardino Valley Mu:licipal Water District, herein referred 

to as the "Agency"; 

WHER"S.AS, the State and the Agency have entered into 

and subsequently amended a viS.ter 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 to the 

Agency may accurately reflect increases or decreases from year 

to year in projected costs, outstanding reimbursable indebtedness 

of the State, annual e!ltitle:..Jnts, s:stimated deliveries, :r,,r:,ject 



interest rate, and all other factors which are determinative 

of such charges; and 

WHEREAS, Article 28 also 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, if any, 

between projections used by the state in determining the 

amounts of such cemponents for all preceding years and actual 

costs incurred by the State during such years, but does not 

specify the computational details 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 adjust~ent3 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 cf the amounts of such differences 

over two or more years, depending on the magnitude of the 

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 capital cost component of the Trans

portation Charge; and 

WHEREAS, the method of payment should apply regardless 

of whether the adjustments tend 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 thereof may accurately reflect the increases 

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 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 
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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 (c) below. 

{b) Adiustment: Trans ortation Char 
ost Ccmnonent 

ital 

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 overpayment and com

pounded 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 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 operation, maintenance, power, and replace

ment components provided for in subdivision (c) 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 from or added to the adjusted capital cost 

component for that year and paid or credited in accordance with 

the following ~chedule: 

Percent that Transportation 
Charge differs from last 
estimate (+or-} 

for 10% or less 
more than 10~, but not more than 
more than 20%, but not more than 
more than 30%, but not more than 
more than 40%. 

20% 
30% 
40% 

Period, in years, for 
amortizing the difference 
in indicated charge 

no amortization 
2 
3 
4 
5 
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Such payments or credits shall be in equal semi-annual a~ounts 

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 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). 

(c) Adjustment: Transportation Charge-Minimum 
and Varia·o1e Co::roonents 

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 proj.ect 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 l 

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



r 

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. 

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: DEPARTMENT OF WATER RESOURCES 

0 ~-
By ] . ?: ( (T'_.,try .. ~~c.---c 

Chief Counsel 
Department of Water Resources 

Attest: 

Approved as to for~ 
and execution: 

/ 
•(Title) General Counsel 

By 'Jt!J/&~-d!f!..._ ' 
Director 

SAN BERll.i>.RI:INO VALLEY MU?HCIPAL 
WATER DISTRIGT 
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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 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

THIS CONTRACT, made this 24th day of January , 1973, 

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 

San Bernardino Valley Municipal Water District, herein referred 

to as the "Agency"; 

WITNESSETH, That: 

WHEREAS, the State and th~ 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, the annual entitlement for the first year 

(1972) of water deliveries under the Agency's contract is 46,OOO 

acre-feet; and 

WHEREAS, certain of the project facilities necessary to 

commence initial deliveries 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 a reasonable 

schedule; and 

WHEREAS, the State has developed a proposed adjustment 

of the Agency's 1972 entitlement taking into consideration the 

monthly distribution of 1972 project water deliveries as requested 

in its five-year delivery schedule submitted to the State in 1967; 

and 

WHEREAS, the Agency has requested that its annual 

entitlement for the first year of water deliveries be decreased 

accordingl~•; and 

WHEREAS, the State has determined that a decrease from 

46,ooo acre-feet to 1,677 acre-feet is justified and that allowing 

such a decrease in the Agency's 1972 annual entitlement will not 

impair the financial feasibility of the proje~t facilities; 

NOW THEREFOR~, it is reutually agreed as follows: 

Table A included in Article 6 of the Agency's water 

supply contract is amended to read as follows: 

TABLE A 

ANNUAL ENTITLEMENTS 
SAN BERNARDINO VALLEY lf.U1UCIPAL WATER DISTRICT 

Year Total Annual Amount 
in acre-feet 

1 
2 

~ 
g 
i 
9 

10 
11 
12 
13 

1,677 
48,ooo 
50,000 
52,500 
55,000 
57,500 
60,000 
62,500 
65,500 
68,500 
71,500 
74,500 
78,000 
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14 
15 
16 
17 
18 
19 
20 

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

81,500 
85,000 
89,000 
93,000 
97,000 

101,500 
102,600 

102,600 

IN WITNESS WHEREOF, the parties hereto have executed 

this contract amendment on the date first above written. 

Approved as to legal form 
and sufficiency: 

i-By ; ~, ( (;~ 
Ch~ounsel 
Department of Water Resources 
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STATE OF CALIFORNIA 
DEPARTMENT OF WATER RESOURCES 

A ..,, I& · :,.4 
By i{,~,t-:..il.f:2< • 

Director 

SAN BERITAF.DINO VAU,EY MUNICIPAL 
WATER DISTRICT 



THE RESOURCES AGENCY 
DEPARTMENT OF WATER RESOURCES 

AMENDMENT NO. 10 TO W/\TER SUPPLY COllTRACT 
BETWEEN THE STATE OF CALIFORNIA 

DEPARTMENT OF WATER RESOURCES A.'ID 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

THIS 

pursuant to the 

CONTRACT, made thisg'.1/A/:day of ,<l-~~~.,..,,_/, 1_,"1/4 
provisions of the California wke:-=::::I. 

Development Bond Act, the State Central Valley Project Act, and 

othec 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 San Bernardino 

Valley Municipal Water District, 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 such payment; and 

;'HEFFl\S, the State an.i the Anency desire to make c,'1:tilin 

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 ancl additions are hereby made to the Agency's water 

supply contract with the State; 

1. Subdivision v or Article 1 of the Ag<>ncy' s Water 
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(v) Project Repayment Period 

"Project repayment period" shall mean that period of 

years commencing on January 1, 1961, and extending until 

Decembe·r 31, 2035; Provided, that whenever construction of any 

project facilities is financed by a bond issue with maturity dates 

later than December 31, 2035, whether the bonds are issued 

pursuant 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 

ar;y bond isf-~qe u~~ed to financ10 the conslruction cr,,sts of prt)jcct-:. 

facilities. 



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 ~~~ 
Chief Counsel 
Department of Water Resources 

STATE OF CALIFORNIA 
DEPARTMENT OP WATER RESOURCES 

SAN BERNARDINO VALLEY 
MUNICIPAL WATER DISTRICT 

by -f ;,l .,( C:1 I.ti i ',, J,· \ I I )_ 
Fred 0ldendorf, Jr. T / \ 

Title President 
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STATE OF CALIFORNIA 
TBE RESOURCES AGENCY 

DEPARTMENT OF WATER RESOURCES 

AMENDMENT NO. 11 TO WATER SUPPLY CONTRACT 
BETWEEN THE STATE OF CALIFORNIA 

DEPARTMENT OF WATER RESOURCES AND THE 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

. ') --::· ... ~ ~- ::.__ 
THIS CONTRACT, made this. v day of_._ .. -_._,_._._.,_---'---' 

19.2l, pursuant to the provisions of the California Water Resources 

Development Bond Act, the State Central Valley Protect 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 San Bernardino 

Valley Municipal Water District, herein referred to as the 

"District"; 

WHEREAS, the State and the District have entered into 

and subsequently amended a water supply contract providing that 

the State will supply certain quantities of water to the District, 

and providing that the District shall make certain payments to the 

state, and setting forth the terms and conditions of such supply 

and such payment; and 

WHEREAS, the State and the District 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 District's water 

supply contract with the State: 



1. Article 1(el is amended to read: 

(el "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(hl(2) herein, 

and by. conveying water to the District. 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: 

(hl "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: 

(1l Those project facilities specified in Sec

tion 12938 of the Water Code; 

(2) Those facilities and programs described in 

(A), (Bl, (Cl, (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 

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 
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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 follow

ing 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; 

(Bl Ground water storage facilities that will 

produce project water for the System for a period of time agreed 

172 

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 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 

(El 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: 

(il Contains the sponsoring contractor's 

approval of such facility or program. 

(ii) Specifies the yield and the period 

of time during which the water from the Local Project shall 

constitute project water; and 

(iii) Specifies the disposition of such 

Local Project or of the yield from such Local Project upon the 

expiration of such period of time; and 

(Bl All contractors within whose boundaries 

any portion of such Local Project is located, and who are not 

173 



sponsoring contractors for such Local Project give their written 

approval of such Local Project. 

(51 "Sponsoring contractor" as used in this Art

icle l(hl shall mean the contractor or contractors who either will 

receive the yield from facilities described in 2(Al, (Bl, (Cl, or 

(Dl 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(al, the determination of whether 

to count, in whole or in part, the yield from facilities described 

in 2(Al, (Bl, (Cl, or (Dl 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. 

3. Article l(il is amended to read: 

(il "Project transportation facilities" shall mean the 

following project facilities: 

(1) All those facilities specified in subparagraph 

(21 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 
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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; and the West 

Branch Aqueduct extending from the South Portal of the Tehachapi 

Tunnels to a terminus in the vicinity of Newhall, Los Angeles 

County. 

(21 Facilities for the generation and transmission 

of electrical energy of the following types: 

(Al 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 (11 above. Such facilities shall be 

called "project aqueduct power recovery plants." 

(Bl 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, 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. 
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(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. 

4. Article l(s) is amended to read: 

(s) "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: 
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(1) general obligation bonds issued by the State 

under the Bond Act, 

(2) revenue bonds issued by the State unde~_;he 

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, polit

ical subdivision, public corporation, or nonprofit 

corporation of this State, 

(5) 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 interest 



rate earned over the period of such borrowing 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 

conservation facilities, and the supplemental conservation 

facilities, (except off-aqueduct power facilities and advances for 

delivery structures, measuring devices and excess capacity) and 

without regard to any premiums received on the sal~ of bonds under 

.item (1) above. The "project interest rate" shall be computed as 

a decimal fraction to five places. 

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

(h) The determination of the rate for water under the 

Delta Water Charge shall be made by including the appropriate 

costs and quantities of water, calculated in accordance with 

subdivisions (cl, (d) and (e) above, for all additional project 

conservation facilities as defined in Article 1(hl hereinabove. 

In the event a Local Project as defined in Article 1(hl(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 rate under 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 
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facility. 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 l(h) has been 

entered into. 

6. Subdivision (il is added to Article 22 to read: 

(il In calculating the rate for project water to be 

paid by each contractor for the Delta Water Charge under subdivi

sions (cl, (dl 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 alternative sources as determined by the 

State, for delivery as project water. 

7. Subdivision (fl is added to Article 24 to read: 

(f) 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-aqueduct power facilities 

shall be charged and allocated in accordance with Article 25(d). 

8. Subdivision (dl is added to Article 25 to read: 

(d) Notwithstanding the provisions of subdivisions (al 

and (bl of this article, or of Article l(t), the costs of off

aqueduct power facilities shall be determined and allocated as 

follows: 

(ll 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, 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 other agency, or under revenue 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 

received by the State in connection with such facility. In the 

event the State finances all or any part of an off-aqueduct power 

facili_ty 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 tQat would have 

been required under Article 24. 

(2) The annual costs of off-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 

Article 12(al(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 entitlement for such year. A further 
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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. 

(4l 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 District and other contractors j,_n 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 include appropriate interest at the 

project interest rate. 

9. Subdivision (el is added to Article 25 to read: 

(el 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 (bl of this article and 

the allocations made pursuant to subdivision (d) of this article 

for each contractor. 



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

(b) opon every amount of money required to be paid by 

the District to the State pursuant to this contract which remains 

unpaid after 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 Government 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 District hereby 

agrees to pay such interest: provided, that no interest shall be 

charged to or be paid by the District unless such delinquency 

continues for more than thirty (30) days. 

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: 

·\~y.~, U,, l .L c·:5' 
By..,,..~'-,,...;.,.----,,---------

:;..:trn;.Chief Counsel 
Department of Water Resources 

STATE OF CALIFORNIA 
DEPARTMENT OF WATER RESOORCES 

.~lzA 
S.ul BERNARDINO W.LLEY 

MUNICIPAL WATER_...P~STRICT 
• -~ ; . , -,:;;:;,·; 

a~~:, .. V/f/._ 
(Tit:le)l 
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State of California 
The Resources Agency 

DEPARTMENT OF WATER RESOURCES 

AMENDHENT NO. 12 TO WATER SUPPLY CONTRACT 
BETWEEN TH£ DEPARTMENT OF WATER RESOURCES 

OF THE STATE OF CALIFORNIA 
AND SAN BERNARDINO VAWY MUNICIPAL WATER DISTRICT 

THIS CONTRACT is made tilis /S-bl, day of~ , 1986, 

pursuant to the ·provisions of the California Water Resources Development Bend 

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 tc as the "State", and San 

Bernardino Valley Municipal. Water District, a public agency in the State of 

California, duly organized, existing, and acting pursuant tc the laws thereof 

with its principal place of business in San Bernardino, California, ilerein 

referred to as tile "District". 

WITNESS ETH, That: 

WHEREAS, the State and the District have entered intc a water supply 

contract, as amended from time to time, providing that the State will supply 

certain quantities of water to the District, and providing that the District 

shall make certain payments to the State, and setting forth the terms and 

conditions of such supply and such payment; 
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WHEREAS, The Metropolitan Water District of Southern Cslifornia has 

requested the State to enlarge the East Branch Aqueduct from Junction, West 

Branch, Cslifornia Aqueduct through Devil canyon Power Plant by different 

capacity amounts; 

WHEREAS, the District has expressed interest in receiving increased 

deliveries through the East Branch Aqueduct; 

WHEREAS, the state is willing to enlarge reaches of the East Branch 

Aqueduct from Junction, West Branch, California Aqueduct through Devil Can yen 

Power Plant; 

• WHEREAS, other East Branch contractors may choose to participate in 

the facilities to be enlarged. 

WHEREAS, the State is willing to operate the East Branch Aqueduct 

reaches from Junction, West Branch California Aqueduct through Perris Reservoir 

to provide deliveries on a basis that permits full utilization of available 

capacity. 

NOW, THEREFORE, it is mutually agreed that the following changes and 

additions are hereby made to the District's water supply contract with the 

State: 

1. Article 1(s) is amended to read: 

(s) •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 (11) the total of the products of the various 

principal amounts and the respective terms in years of all such amounts: 
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(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, 

public corporation, or nonprofit corporation of this State, 

(5) 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, and 

(6 l 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 

sec.urities, 

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 (',)de, the additional project conservation facilities, and the supple

mental con.servation facilities ( except off-aqueduct power facilities; advances 

for delivery structures, measuring devices and excess capacity; and East Branch 

Enlargement Facilities) 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. 
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2. Subdivision (g) is added to Article 211 to read: 

(g) Notwithstanding provisions of Article 24(a) through 24(d), 

capital costs associated witn East Branch Enlargement Facilities as defined in 

Article 119(al shall be collected under the capital cost component of the East 

Branch Enlargl!lllent Transportation Charge [Article 119(d) J. Any capital costs of 

off-aqueduct power facilities associated with deliveries through East Branch 

Enlargement Facilities shall be charged and allocated in accordance with 

Article 25(d). 

3. Subdivision ( fl is added to Article 25 to read: 

Cf) Notwithstanding provisions of Article 25(a) through 25(c) and 

2S(e), minimum operation, maintenance, power, and replacement costs associated 

with deliveries through East Branch Enlargement Facilities as defined in 

Article 119(a) snall be collected under the minimum operation, maintenance, 

power, and replacement component of the East Branch Enlargement Transportation 

Ch;irge [Article 119(e) J. 

II. Subdivision (d) is added to Article 26 to read: 

(d) There shall be no separate variable operation, maintenance, 

power, and replacement component for deliveries of water through East Branen 

Enlargement Facilities defined in Article 49(a). 
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5. Article 48 111 added to read: 

48. Operation of Eaat Branch Aqueduct from--Devil Canyon Powerplant 

to Perris Reservoir (Reaches 28G through 28J) 

The State agrees to operate all actual capacity provided in the 

reaches of the East Branch Aqueduct from Devil Canyon Powerplant to Perrill 

Reservoir, including that provided pursuant to Article 17, in accordance with 

the criteria for the Eaat Branch facilities specified in Article 49(h). 

6. Article 49 is added to read: 

49. Enlargement Capacity from Junction, West 8ranch 1 California 

Agueciuct through Devil Canyon Power plant (Reaches 18A through 26A) 

(a) Definitions 

When used in this Article 49, the following terms shall have the 

meaning11 hereinafter set forth: 

( 1) East Branch Enlargement Facilities--all of the following: 

(A) The facilities remaining to be constructed as part of 

the East Branch Enlargement construction: 

(Bl 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 canal lining, 

siphons, and additional pumping units at Pearblossom Pumping Plant, the 

capacity could be increased by a then-estimated approximately 700 cubic feet 

per second: 
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(Cl T'nat 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 Enlargement and which was done 

pursuant to the letter agreement between the State and The Metropolitan Water 

District of Southern California, dated January 18, 1984; 

(Dl 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 Metropolitan Water District of Southern California, 

dated July 2, 1984 and May 15, 1985 which increased the East Branch Aqueduct 

capacity beyond that set forth in Table B-2 as shown in State Bulletin 132-70; 

(El That portion of Reach 24 (Silverwood Lake) to be 

determined by a reallocation of Reach 24 to reflect the additional use to be 

made of that reach as a result of the East Branch Enlargement operation. 

(Fl That portion of Reach 25 (San Bernardino Tunnel) to be 

determined by an allocation of total delivery capability of Reach 25 between 

the basic East Branch facilities and the East Branch Enlargement as a result of 

East Branch Enlargement operation. 

(2l Participating Contractor any contractor signing a 

contract amendment for participating in any East Branch Enlargement Facility. 

(bl Si zing and Construction of Enlargement 

(1 l The State shall construct the East Branch Enlargement 

Facilities to accommodate nows to at least the capacities contracted for by 

the State and the Participating Contractors. Capacity provided in each reach 

of the enlargement for transport and delivery of project water to the District 

shall be as shown in the following table: 
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REACH ( 1 

25 
26A 

CFS OF CAPACITY 

63(2 
63 

1) Tnese n1.111bers apply to the reaches as set forth in Figure B-5 in State 
Bulletin 132-85. 
2) The 63 cfs Fnlargement capacity in the Tunnel will be arrived at by an 
appropriate reallocation of basic and excess Tunnel capacity. 

(2) The State shall construct the East Branch Enlargement 

Facilities in stages, with the first stage providing the District in each reach 

at least fifty percent of the capacity shown in the table set forth in Article 

q9(b)(1). The State shall determine the specific reach features to be enlarged 

in consultation-with the Participating Contractors. All Participating Contrac

tors which have capital cost repayment obligations in a reach shall be consid

er,ed to have a minimum delivery capability in each stage, The minimum delivery 

capabilities of the Participating Contractors in each staged reach shall be in 

the same proportion as the Participating Contractor's proportion of' the total 
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enlargement capacity. The State shall not construct Reach 26A of the East 

Branch Enlargement Facilities to a capacity greater than shown in the following 

table provided that power facilities may be constructed to a larger capacity if 

found by the State to be economically or operationally justifiable after prior 

consultation with the Participating Contractors. 

REACH 

26A 

CFS OF CAPACITY 

,. 600 

(3) The State shall make all reasonable efforts to complete 

construction of the first stage of the East Branch Enlargement Facilities as 

specified above by July 1, 1991. If the State determines that construction of 

the first stage cannot be accomplished by July 1, 1991 without incurring extra 

costs, it shall consult with the affected Participating Contractors. 

(4) The State shall make all reasonable efforts to complete 

construction of any East Branch Enlargement Facilities necessary to accommodate 

the total of the constructed amount which are not completed as part of the 

first stage. It shall undertake further construction activities upon the earli

est of (1) the State's determination that delivery schedules submitted pursuant 

to Article 12 justify such action or (2) a request by The Metropolitan Water 
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District of Southern California that such action be taken. If the State fails 

to complete construction of any portion or portions of the East Branch 

Enlargement Facilities one or more of the agencies may complete construction 

pursuant to the procedure in Article 17(f). 

(5) Upon completion of each stage of construction, the State 

shall determine whether actual capacity of the East Branch Enlargement Facili

ties differs from contracted for capacity. If actual capacity differs from 

contracted for capacity, the capacity provided for transport and delivery of 

project water shall be proportionately adjusted by the State among the 

Participating Contractors. 

(cl East Branch Enlargement Transportation Charge 

The payments to be made by each Participating Contractor entitled 

to delivery of project water from or through the East Branch Enlargement Facili

ties shall include an annual charge under the designation East Branch Enlarge

mept Transportation Charge. This charge shall return to the State during the 

repayment period associated with financing of East Branch Enlargement Facili

ties, those costs of the East Branch Enlargement Facilities which are allocated 

to the Participating Contractor in accordance with the cost allocation princi

ples and procedures hereinafter set forth. Wherever reference is made, in con

nection with the computation, determination, or payment of the East Branch 

Enlargement Transportation 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 which are reimbursable by the Participating Contractors 

as determined by the State. Toe East Branch Enlargement Transportation Charge 
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shall consist of a capital cost component; and a minimum operation, mainten

ance, power, and replacement component, as these components are defined in and 

determined under Articles 49(d) and 49(e), respectively. For the purpose of 

allocations of costs pursuant to said articles, the East Branch Enlargement 

Facilities shall be segregated into aqueduct reaches as set forth in Figure B-5 

in State Bulletin 132-85, provided, however, that Reach 23 may be adjusted 

after consultation with the contractors as a result of a delivery point for 

Mojave Watel" Agency being changed. 

(d) East Branch Enlargement Transportation Charge--Capital Cost 

Component 

(1) Method of Computation. 

Each Participating Contractor shall be allocated a capital 

cost component cif the East Branch Enlargement Transportation Charge which shall 

be sufficient to return to the State those capital costs of the East Branch 

Enlargement Facilities which are allocated to the Participating Contractor 

pursuant to subdivision { d) (2) of this article. The amount of this charge 

shall be determined by an allocation of capital costs to the Participating 

Contractor and a computation of annual payments of such allocated costs and 

interest, if' any, thereon to be :nade by the Participating Contractor pursuant 

to this article. The capital costs allocated to the District shall be reduced 

'oy payments advanced by the District pursuant to Article 49{d) (4). 
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(2) Allocation of Capital Costs Among Participating 

Contractors. 

'lhe total amount of capital costs of each reach of the 

enlargement to be returned to the State shall be allocated among all Partici

pating Contractors on the basis of tile ratio of the capacity provided in that 

reach of the East Branch Enlargement Facilities for the transport and delivery 

of project water to the Participating Contractor to the total capacity provided 

in that reach of the East Branen Enlargement Facilities for the transport and 

delivery of project water to all Participating Contractors served from or 

through the reach. 

(3) Determination of Capital Cost Component. 

The amount of this component shall be determined as follows: 

(A) The total amount of capital costs allocated to a 

Participating Contractor shall be the sum of the products obtained when there 

is multiplied, for each enlargement reach, the total amount of the capital 

costs of the enlargement reach to be returned to the State under the capital 

cost component of the East Branch Enlargement Transportation Cnarge by tile 

ratio of the East Branch Enlargement capacity provided to make deliveries to 

the District in the reach in cubic feet per second (cfs), as provided in 

subarticle ~9(b) (1), to the total cfs capacity of the reach of enlargement. 

CB) The projected amounts of capital costs to be allocated 

annually to the District under the capital cost component of tile East Branch 

Enlargement Transportation Cnarge shall be determined by the State in accord

ance with the cost allocation principles and procedures set forth in Article 
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49(d)(3)(A), which principles and procedures shall be controlling as to alloca

tions of capital costs to the Participating Contractors. These anounts shall 

be subject to redetermination by the State in accordance with Article 49(g). 

(4) Financing of Allocated Capital Costs by a Participating 

Contractor. 

(A) The District may elect to pay a portion or all of the 

capital costs of the enlargement construction allocated to the District by furn

ishing funds to the State in advance of the State incurring the capital costs, 

provided that the total remaining costs to be financed by the State shall not 

be less than $50 million. The District may elect in writing to use this option 

by June 15 of each year as to any portion of an East Branch Enlargement Facil

ity not yet funded by the State. If the District does not elect this option by 

June 15 of a given year, it may, with the consent of the State elect the option 

at a later time in that year'. 

(B) For any year in which the District elects this option, 

the State shall, on or before July furnish the District with a written state-

ment of estimated amounts of funds needed by the State in the succeeding year 

and of the calendar dates by which the State will need the funds. During each 

succeeding year the State shall, on the first of each month, notify the 

District of funds needed within the succeeding month. The District shall pay 

to the State the requested funds within fifteen calendar days of receipt of 

notification. The District may elect to advance funds to the State on an 

accelerated schedule acceptable to the State. Unless otherwise agreed to by 

the District and the State, interest earned on any funds advanced pursuant to 
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this paragraph shall be credited to reduce pa~ents due from the District under 

this contract. To the extent practicable, interest earned shall be at the 

Surplus lbney Investment Fund rate. The District may terminate its use of this 

option for a given year with the agreement of the State. If ttie District 

elects this option, subparagraphs (d)(S) and (d)(6) of this article shall not 

apply to any portion of capital costs to be paid pursuant to the option. 

( C) If the District does not elect to pay all of the 

capital costs of the enlargement allocated to the District by furnishing funds 

to the State in advance, the State, aner consultation with the District, shall 

prepare a plan for the State• s financing of the East Branch Enlargement and 

shall give the District an opportunity to comment on the plan. The plan shall 

include but not be limited to the size of any revenue bond issuances and the 

form of necessar.y re$llutions, articles and covenants. 

(5) State Revenue Bond Financing of Allocated capital Costs. 

(A} Revenue Bond Charge 

If the District does not pay all of the capital costs 

allocated to the District pursuant to subparagraph (3) and the State issues 

revenue bonds to finance the enlargement construction, the portion of the 

capital costs not advanced pursuant to subparagraph (4) shall be recovered 

through a Revenue Bond Qiarge. The Revenue Bond Charges allocated to the 

Participating Contractors shall return to the State an amount equal to the 

financing costs the State incurs for that portion of the East Branch Enlarge

ment Facilities constructed in whole or in part with funds from revenue bonds 

(including revenue bond anticipation notes). The elements of the financing 
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costs shall include but not be limited to bond marketing expenses to the extent 

not financed from the proceeds of' appli:cable revenue bond sales, interest 

expense during construction of' the East Branch Enlargement Facilities to the 

extent not provided f'or from bond proceeds, annual premiums f'or insurance or 

other security obtained pursuant to Article 49(d)(5)(E), and all semi-annual 

East Branch Enlargement Facilities revenue bond requirements including 

principal and interest and, to the extent not funded in advance of' any proposed 

bond sale, or at any time following such a sale, in accordance with Articles 

49(d) (5)(C) and 49(d)(5)(D), any additional requirements for coverage and 

deposits to reserves as required under applicable resolutions f'or the issuance 

of East Branch Enlargement Facilities revenue bonds. Any credits which shall 

include, but not be limited to, interest earnings or other earnings of the 

State in connection with such bonds shall when and as permitted by the bond 

resolution first be utilized for East Branch Enlargement Facilities 

construction purposes and thereafter all realized earnings shall be paid the 

Participating Contractors at least semi-annually. Such earnings shall for the 

purpose of determining each non-defaulting Participating Contractor's portion 

of any remaining capital costs be credited and paid to each non-defaulting 

Participating Contractor on the same basis that the capital costs were 

allocated to each Participating Contractor. 

(Bl Revenue Bond Cnarge Computation 

The Revenue Bond Charge for the East Branch Enlargement 

construction payable by the District shall be computed as follows. The capital 

costs allocable to the District pursuant to Article 49(d) shall be determined. 

Any amounts paid by the District pursuant to Article 49(d) (4) shall be 
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subtracted. The resulting difference shall be divided by the total of all 

capital costs to be financed by revenue bonds. The ratio resulting from the 

division shall be applied to each element of the total revenue bond financing 

costs. Until such time as the actual costs to be used in the foregoing 

computation are known, such computation shall be based on estimates of such 

costs. The District• s Revenue Bond Charge shall be paid by the District semi

annually at least 40 days before the State is required to make the 

corresponding semi-annual payment to the bondholders. 

( C) Excess Cover age 

If the amount or coverage on any issue of revenue bonds, and 

interest earned on the coverage, is in excess or that required under the 

applicable bond resolution, articles or covenants, each participating contrac

tor's share of the excess shall be in the same proportion as charges were paid 

by each participating contractor pursuant to Article 49(d) (5) CB) for the 

portion or the facilities financed by said issue of revenue bonds. When and as 

permitted by the terms of the bond resolution, the share or excess coverage 

together with any realized interest earnings, shall at the Participating 

Contractor's option be returned to the Participating Contractor or be utilized 

to fund remaining East Branch Enlargement construction costs to the extent not 

otherwise provided for. To the extent practicable, interest earned shall be at 

the Surplus Money Investment Fund rate. 

(D) Reserves 

Tne State shall maintain revenue bond reserve funds no 

greater than necessary, as required under the applicable bond resolution, 
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articles or covenants. In determining the level of revenue bond reserves to be 

maintained the State may, to the extent allowable under the applicable bond 

resolution, articles, or covenants, take account of any restricted reserve 

funds, other than replacement reserve funds, maintained by the individual 

Participating Contractors for the pa}'lllent of State water contract payment 

obligations. Interest earned on revenue bond reserves maintained by the State 

and any excess reserve funds shall be credited promptly thereon to each 

Participating Contractor by the State. Upon retirement of any issue of revenue 

bonds and in accordance with the terms of the bond resolution, reserves 

maintained by the State on account of such issue, together with interest 

earnings thereon, shall be used to pay the final net annual debt service for 

such issue. Any reserves maintained by the State on account of an issue of 

revenue bonds and remaining after retirement of such issue, shall be repaid to 

the Participating Contractors in proportion to the total reserves that each 

Participating Contractor paid. To the extent practicable, interest earned 

shall be at the Surplus Money Investment Fund rate. 

(E) Insurance 

To the extent economically justifiable, as determined by the 

State after consultation with the Participating Contractors, the State shall 

obtain insurance or maintain other security protecting bondholders and Partici

pating Contractors against costs resulting fran the failure of any Partici

pating Contractor to make the payments required by this Article ij9(d) (5). 
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(6) State lion-Revenue Bond Financing of Allocated Capital 

Costs. 

The State may use any of its available funds other than revenue 

bonds, to finance all, or a portion of the capital costs of the enlargement 

construction. Until revenue bonds or other debt instrunents are issued, the 

Participating Contractors shall pay interest at the Surplus lbney Investment 

Fund rate on whatever funds are used. Any State debt instriment other than 

revenue bonds or bond anticipation notes shall only be used after consultation 

with the Participating Contractors. 

(7) Reallocation of Costs. 

No later than the date of completion of the first stage of 

the East Branch Enlargement Facilities, the State shall in consultation with 

the contractors participating in the repayment of the reaches, reallocate costs 

for Reacil 24 (Silverwood Lake) and Reacil 26A (South Por-tal San Bernardino 

Tunnel through Devil Canyon Power plant). Such r-eallocation of costs shall 
• 

apply to years beginning with the date of completion of the first stage of the 

East Branch Enlargement Facilities. The State shall also reallocate at the 

sane time the costs of Reach 25 (San Bernardino Tunnel) among all contractor-s 

participating in r-epayment of such r-each, to reflect the redistribution of flow 

capacity necessar-y for the East Branch Enlargement Facilities. Such 

reallocation shall include historical as well as future costs as appropriate. 

By the same date the State, in consultation with the contr-actors par-ticipating 

in the r-epayment of the reaches, shall also r-eallocate all costs associated 

with the work done pursuant to the letter agreement between the State and The 

Metropolitan Water- DiStrict of Southern California dated November- 29, 1966, as 

descr-ibed in Subarticle ll9(a) (1) (B). 
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(8) Allocation and Payment of Improvement Costs. 

Using the procedure provided in Article 24 (Transportation Charge 

-Capital Cost Component) the State shall, as of the effective date of Article 

49, allocate among all contractors entitled to delivery of project water from 

or through the affected reaches those design and construction costs encompassed 

in letter agreements dated January 18, 1984, July 2, 1984, and May 15, 1985, 

between the State and The Metropolitan Water District of Southern California 

which would have been incurred irrespective of East Branch Enlargement Facili

ties. Tne District shall pay the State the charges as determined pursuant to 

this provision with interest at the project interest rate. 

(9) Charge for Increased Participation in Reach 25. 

No later than the date of completion of the first stage of the 

East Branch Enlargement Facilities, the State shall reallocate the costs of 

Reach 25 to renect capacity allocated to the District. The District shall pay 

su,;h costs with interest at the project interest rate for any basic capacity 

and interest at 6 percent for any excess capacity. By the same time, all 

existing contractors in Reach 25 will receive credits with interest at the 

project interest rate for any payments previously made by them with interest at 

the project interest rate, for basic capacity costs of Reach 25 to the extent 



those payments exceed the amounts they would have been obligated to pay if this 

amendment had been in effect as of the date funds were first paid. The values 

shown in Tables B-1 and B-2 of State Bulletin 132 shall be appropriately 

adjusted. 

(e) East Branch Enlargement Transportation Charge--Hinim1.111 

Operation, Maintenance, Power, and Replacement Component 

(1) T'ne minim1.111 operation, maintenance, power, and replacement· 

component of the East Branch Enlargement Transportation Charge shall return to 

the State those minimum operation, maintenance, power, and replacement costs 

which in the judgment of the State are incurred solely because of construction, 

operation and maintenance of the East Branch Enlargement Facilities, and which 

are based on the proportional capital cost allocation to the District for such 

enlargement facilities, by reach. Other costs which cannot be attributed 

solely to East Branch facilities provided for pursuant to Article 17(a) shall 

be shared in accordance with a formula to be developed by the State in consulta

tion with contractors participating in the repayment of the capital costs of 

the affected reaches. The State may establish reserve funds to meet 

anticipated minimum replacement costs in the same manner provided for in 

Article 25(a). 

(2) The total projected minimum operation, maintenance, power 

and replacement costs of each reach of the East Branch Enlargement Facilities 

for the respective year shall be allocated among all Participating Contractors 

on the basis of the ratio of the capacity provided in the East Branch Enlarge

ment Facilities reach for the transport and delivery of project water to each 
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Participating Contractor to the total capacity provided in the East Branch 

Enlargement Facilities reach for the transport and delivery of project water to 

all Participating Contractors served from or through the reach, 

(3) Notwithstanding the provisions of subdivisions (e)(1) and 

(e) (2) of this article, or of Article 1(t), the costs of off--aqueduct power 

facilities associated with d·eliveries of water through East Branch Enlargement 

Facilities shall be included in the determinations and allocations pursuant to 

Article 25(d), There shall be no separate off-aqueduct power facilities 

determination and allocation for East Branch Enlargement Facilities, 

(f) East Branch Enlargement Variable Operation, Maintenance, Power, 

and Replacement Costs 

The variable operation, maintenance, power, and replacement costs 

associated with·deliveries of water through East Branch Enlargement Facilities 

shall be included in the determinations and allocations pursuant to Article 

26. inere shall be no separate variable operation, maintenance, power, and 

replacement component of the East Branch Enlargement Transportation Charge. 

( g) Redetermination of Charges 

(1) Determinative Factors Subject to Retroactive Charge 

The State shall redetermine the values and amounts chargeable to 

Participating Contractors in 1988 or the year following the year in which this 

article is effective, whichever is later, and each year thereafter as needed in 

order that the East Branch Enlargement charges to the District accurately 

renect the increases or decreases from year to year in projected costs, 

properly attributable to each Participating Contractor. In addition, each such 

201 



redetermination shall include an adjuatment of the components of the charges to 

be paid by each Participating Contractor for succeeding years which shall 

account for the differences, if any, between those factors uaed by the State in 

deter111ining the anounts of such components for all preceding years and the 

factors as then currently known by the State. Such adjustment shall be com

puted by the State and paid by the Participating Contractor or credited to the 

Participating Contractor's account in the manner described in Articles 49(g) (2) 

and 49(g)(3) below. 

(2) Adjustment: East Branch Enlargement Transportation Charge-

Capt tal Cost Component 

Adjustments for prior underpayments or overpayments of tile 

capital cost component of the East Branch Enlargement Transportation Charge to 

the Participating Contractor, together with accrued interest charges or credits 

thereon computed at the then current Surplua Money Investment Fund rate on the 

amount of the underpayment or overpayment and compounded annually for the 

number of years from tile year the underpayment or overpayment occurred to and 

including tile year following tile redetermination, shall be paid in tile year 

following tile redetermination. 

(3) Adjustment: East Branch Enlargement Transportation Charge-

Minimum Operation, Maintenance, Power, and Replacement Component 

One-twelfth of tile adjustments for prior underpayments or 

overpayments of the Participating Contractor's minimum operation, power, and 

replacement component of the East Branch Enlargement Transportation Charge for 

each year shall be added or credited and paid in the corresponding month of tile 
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year following the redetermination, together with accrued interest charges or 

credits thereon computed at the then current Surplus Money Investment Fund rate 

on the amount of the underpayment or overpayment and compounded annually for 

the number of years fran the year when the underpayment or overpayment occurred 

to and including the year following the redetermination. 

(h) East Branch Operation 

Requests for delivery of water through the East Branch 

Enlargement Facilities shall be subject to Article 12. Except as otherwise 

provided, the East Branch Enlargement Facilities shall be operated as an 

integral part of the East Branch Aqueduct and shall be subject to the same 

criteria. To the extent that then-current deliveries involve rates of flow 

within the limitations of Article 12(b) or involve capacities less than those 

on which the contractor's capital charges are based, the State shall provide 

the deliveries with no power peaking charges. To the extent delivery capabil

it~ is available to permit then-current deliveries at a rate of flow in excess 

of the lesser of that provided in (a) Article 12(b), or (bl of the sum of the 

capacities on which the District's capital charges are based in the basic East 

Branch Aqueduct Facilities and the District's proportional share of the opera

tional capacity of the East Branch Enlargement Facilities, such deliveries will 

be allowed if such deliveries do not adversely affect the ability of other 

contractors to receive entitlement deliveries. However, if suc)1 excess 

deliveries would cause increased power costs to any other contractors, the 

District shall pay the power costs that would otherwise increase power costs to 

the other water contractors. T"nese power costs resulting fran such excess 
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deliveries will be based upon administrative cost allocation procedures adopted 

by the Director of the Department of Water Resources after consultation with 

the contractors. Before beginning deliveries that would involve extra power 

peaking charges, the State shall consult with the District to determine if the 

District desires (a) a change in its delivery schedule or (b) modifications in 

East Branch Aqueduct or Enlargement operation to avoid the increased power 

costs. 

(1) Failure to Meet Payment Obligations Under Article 49 

(1) If a Participating Contractor defaults in payments due under 

Article 119 and the costs of other Participating Contractors would as a 

consequence be increased, the State shall, in addition to any actions taken 

pursuant to Articles 32 and 34, notify the defaulting Participating Contractor 

that if the Participating Contractor fails to cure the default within 30 days, 

the State will offer the capacity provided for the Participating Contractor to 

the other Participating Contractors. If the Participating Contractor fails to 

cure the default within thirty (30) days of notice by the State, the State 

shall offer to each Participating Contractor, in proportion to the contractor's 

degree of participation in the enlargement, the opportunity to assume 

responsibility for the capital charges and delivery capability on which the 

defaulting contractor's capital costs were based. If Participating Contractors 

fail to cure the default, The Metropolitan Water District of Southern 

California shall assume responsibility for the capital charges on which the 

defaulting contractor's capital costs were based, and shall receive the 

capacity associated with such capital charges. Article 49(b)(1) shall be 

appropriately adjusted. 
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r' (2) No credit.a shall be aaai&ned t.o • Participating Contract.or 

under this article wn1le t.he Participating Contract.or is in def'ault of' any 

payment to the St.at.e under t.ilia article f'or a period of' more t.ilan tilirty (30) 

days. 

IN WITNESS WIIERECF, the parties heret.o have executed this contract 

amendment on the day f'irst above written. 

APPROVED AS TO LEGAL FORM 
AND SUFFICIENCY: 

STATE rJf' CAUFORNIA 
DEPAR1MENT OF WATER RESOURCES 

SAN BERNARD NO VALLEY 14UNICIPAL ilA-:ER DISTRICT 
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• STATE OF CALIFORNIA 
THE RESOURCES AGENCY 

DEPARTMENT OF WATER RESOURCES 

AMENDMENT HO. 13 TO WATER SUPPLY CONTRACT 
BETWEEN THE ST.ATE OF CALIFORNIA 

DEPARTMENT OF WATER RESOURCES AID 
SAN BERNARDINO VALLEY IIUJIICIPAL WATER DISTRICT 

THIS CONTRACT is mde this c:z!:9t:!- day ot .... f?1~t:~Y---• 19.!], 

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 

San Bemerdino Valley Municipal Weter District, herein referred to ea the 

"Agency". 

WHEREAS, the State end the Agency have entered into end 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 IIBke 

certain payments to the State, and setting forth the terma and conditions of 

such supply and such payment; 

WHEREAS, the State and the Agency wiah to provide financing for 

project facilities with water system revenue bonde and provide for repayment of 

water a:,atem revenue bonde; 

WHERE.AS, the State and the Agency wiah to clarify the definition of 

the project intereat rete without changing the interpretation of Article 1(a), 

except for the addition of item (7), and to apecif:, that financing coats of· 

water a:,atem facilities and East Branch Enlargement 1'acilitiea ahall not· be • 

included in calculating the project interest rate; and 
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WHEREAS, the State ·1s willing to amortize over the remaining repayment 

period or the contract, the "one-shot" adjustment applied to previous payments 

r resulting from revisions in the project interest rate under conditions defined 

in this anendment. 

r 

NOW THEREFORE, it is mutually agreed that the rollowing changes and 

additions are hereby made to the .Agency's 111ter supply contract with the State: 

1. Article ,Cs) is nended to read: 

( s) •Project interest rate" shall ■ean 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 ror construction or the 

State Water Facilities defined in Section 129311(d) or the Water Code, the 

additional project conservation facilities, and the supplemental conservation 

racilities (except off-aqueduct power facilities; water system racilities; 

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 (1) the totel 

interest cost required to be paid or credited by the State during the 11 re of 

the indebtedness or advance by (11) the total of the products or the various 

principal mounts and the respective tenns in years or all such 1111ounts. 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 

Act, except that any prmi11D received on the aale of these bonds• shall not be 

included in the calculation or the project interest rate, • 

(2) Revenue bonds issued by the State under the Central Valley 

Project Act art.er May 1, 1959, 
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(3) Bonds issued by the St.ate 1mder any other authority granted by 

the Legislature or the voters, 

(11) Bonds issued by any agency, distr_ict, political subdivision, ~ 

public corporation, or nonprofit corporation or this State, 

(5) Funds advanced by any contractor without the actual incurring 

or bonded debt therefor, for which the net interest cost and terms shall be 

those ltlich would have resulted if the contractor had aold bonds for the 

pirpose or funding the advance, as determined by the State, 

(6) Funds borrowed from the General Fund or other flmds 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 

(7) Any other financing capability available in the Treasury of 

the State of California at whatever interest rate and other financing costs ■re 

provided in the law authorizing such borrowing, However, the use of other 

financing fran the State Treasury is intended to involve only short tenn 

borrowing ■t interest rates and other financing costs no greater than those 

charged to other State agencies during the sane period 1mtil such time as the 

Department can sell bonds an-1 reimburse the source of the short term borrowing 

rran the proceeds of the bond sale. 

2, Article ,Coe) is added to read: 

( cc) •water system revenue bonds" ihall mean revenue bonds or 

revenue bond anticipation notes issued by the State under the Central Valley 

Project Act ■rter January 1, 1987 for 1111ter system facilities identified. in. 

Article 1Chh), 



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

(hh) "Water System Facilities" shall mean the following facilities 

to the extent that they are financed with water systm revenue bonds or to the 

extent that other financing of such facilities is reimbursed with proceeds from 

water systm revenue bonds: 

(1) The lbrth Bay Aqueduct, 

(2) The O>astal a-anoh Aqueduct, 

(3) Delta Facilities, including Suisun Marsh facilities, to nrve 

the purposes of water conservation in the Delta, water supply in the Delta, 

transfer or water across the Del ta, and mitigation or the enviromental errects 

\ 
or project facilities, and to the extent presently authorized as project 

purposes, recreation and fish and wildlife enhancement, 

(II) Local projects as defined in Article ,Ch) (2) designed to 

develop no more than 25,000 acre-feet or project yield from each project, 

(5) Land acquisition ror the Kern Fan Element of the Kern Water 

Bank, 

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

(7) The transmission line from Midway to Wheele!' Ridge Pll'l!ping 

Plant, and 

(8) Repairs, additions, and betterments to conservation or 

transportation facilities existing as or January 1, 1987, and to all other 

facilities described in this subarticle (hh) except for item (5 l. 
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4, Article 22(j) of the Agency's water supply contract with the State is 

added as follows: 

(j) Notwithstanding provisons of Article 22(a) through (1), the 

capital cost component and the lllinillWD 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 50 of this contract. 

5, Article 24(h) of the Agency's water supply contract with the State is 

added as follows: 

(h) Notwithstanding provisions of Articles 24(a) through (d), 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 financing costs. Charges ~o the Agency for these 

costs shall be calculated in accordance with provisions in Article 50 of this 

contract, • 

5,5 Article 28(e) of the Agency's water supply contract with the State is 

ad4ed to read: 
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28(e) Notwithstand'.i.ng the provisions or Article 28(b), adjustments for 

prior overpayments and underpayments shall be repaid beginning in the year 

foliowing the redetermination by applioation 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 repayment period, together with 

interest thereon oomputed 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(s) exoept for 

Article 1 (s)(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 (hh). 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 of bonds issued under the Central Valley 

Project Act. However, amortization of adjustments resulting from items 1(s)(4) 

through (7) 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. Article 28(!) of the Agency's water supply contract with the State 

is added as follows: 

r. Adjustment: Water System Revenue Bond Financing Coats. 

The uae of water system revenue bonds for financing facilities listed in 

Article 1 (hh) would raault in adjustments for prior underpayments or 

overpayments of the oapital coat oomponent of the Transportation Charge to the 

Agency under the provisions of this article; however, in place-of making such 

adjustments, charges to the Agency will be governed by Article 50. 
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7. Article 50 or the Agency's water supply contract with the State 

is added as follows: 

50. Water System Revenue !bnd Financing Costs. 

( a) Charges to the Agency for wter systm revenue bond 

financing costs shall be governed by provisions or this ■rticle. Char1es to 

■11 oontractors for water syst1111 revenue bond financing costs ■hall return to 

the State an mo1mt equal to the annual financing costs the State incurs in 

that year tor water system revenue bonds (including water systm revenue bond 

anticipation notes). Annual financing costs shall include, but not be lilllited 

to, any annual principal and interest on water system revenue bonds plus any 

additional requirements tor bond debt service coverage, deposits to reserves, 

and annual prernill!IS for insurance or other security obtained pursuant to 

subdivision (f) or this article, '!be State shall provide credits to the 

contractors tor excess reserve funds, excess debt service coverage, interest, 

and other earnings or the State in connection with repayment of such revenue 

bond financing. costs, when and as permitte1 by the bon1 resolution, When·auch 

credits are determined by the State to be available, such credits shall be 

prcnptly provided to the contractors and shall be in proportion to the payments 

under this article from each contractor. Reserves, bond debt service coverage, 

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 coats shall consist or two el•enta. 



(1) The first element shall be an annual charge to the 

Agency ror repayment or capital costs or water system rac 111 ties as detennined 

under Articles 22 and 24 or this contract with interest at the project interest 

rate. For conservation facilities, the charge shall be a part or the capital 

cost component or the Delta water Charge in aooordance with Article 22. For 

transportation facilities, the charge shall be a part or the capital coat 

component or the 'n-ansportation Charge in accordance with Article 24. 

(2) The second elanent shall be the .lgency•a share or a 

Water System Revenue Bond Surcharge to be paid in lieu or a project interest 

rate adjustment. The total annual 1111ount 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 or the water system 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 ror 

that year. In making that calculation, adjustments :l.n the .Agency's 

Transportation capital cost component charges for prior overpayments and 

underpayments shall be determined as if anortized over the remaining years or 

the project repayment period. 

( c) The Water System Revenue Bond Surcharge will be 

identified by component and charge in the .Agency's invoice. 

Cd) Timing or Payments. Payments shall be made in accordance 

with Article 29( r> or thia contract. 



Ce) Reduction in Qlarges. The Water System Revenue Bond 

surcharge under Article 50(b) (2) shall cease for each aeries of water 1y1t1111 

revenue bonds wen that series is fully repaid. However, the annual charge 

determined pursuant to Article 50(b) (1) shall continue to be collected for the 

time periods otherwise required \lllder Articles 22 and 24. 

After the Department has repaid the California Water Fund 

in full and after each aeries of Water System Revenue Bonds 11 repaid, the 

Department will reduce the charges tc all contractors in an equitable manner in 

a total mollllt that equals the mount of the charges under Article 50(b)(1) 

that the Department determines is not needed for future financing of facilities 

of the System ltlich, in ltlole or in part, will serve the purposes of the water 

supply con tr act w1 th the Agency. 

(f) To the extent economically feasible and justifiable, as 

determined by the State after consultation with contractors, the State shall 

maintain insurance or other forms of security protecting bondholders and non

defaulting contractors against costs resulting fran the failure of any 

contractor to mak2 the payments req,Jired by this article. 

(gl Before issuing each aeries of water system 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 00111111ent on the plan. The plan ■hall include but not be limited to the size 

of any •ter ayatan revenue bond issuances and the form of any necessary 

resolutions or aupplmenta. 
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(h) Defaults. (1) If a contractor defaults partially or 

entirely on its payment obligations calculated under this article and 

0 sufficient insurance or other security protecting the non-defaulting 

contractors is not provided under Article 50( f), the State shall allocate a 

portion of the default to each non-defaulting contractor. The Agency• a share 

of the default shall be equal to an •omt determined by multiplying the total 

default amount to be charged to all non-defaulting oontractora by the ratio 

that the Agency's maximm Table A entit.l•ent bears to the ■BXimllD Table A 

entitlements of all non-defaulting contractors. However, auch amount shall not 

exceed in any year 25 percent of the Water Systm Revenue Bond financing coats 

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 fran a prior year and available for such purpose. 

(2) tf 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 wat~r 

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 ~ter system revenue bond payments due from 

the defaulting contractor. JloW'!ver, the State may reduce, eliminate, or not 

cC111Dence auapension of deliveries pursuant to this amparagraph if it 

determines suspension in the •ounts otherwise required is likely to impair the 

defaulting contractor•• ability to avoid further defaults or that there 110uld 

be insufficient water for hllDan oons11Dption, sanitation, and fire protection. 

The State may distribute the suspended water to the non-defaulting contractors 

on terms it determines to be equitable, 
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(3) During the period or default, oredits otherWise due 

the defaulting contractor ■hall be applied to payments due from the defaulting 

contractor. 

(q) Except as otherWise provided in Article 50(h) (3), the 

defaulting contractor shall repay the entire aomt or the default to the State 

111th interest compcmded annually at the aJrplm lbney Investment Fund rate 

before wter deliveries that had been suspended shall be fully reamed to that 

contractor. If the defaulting contractor ■akes a partial repayment or its 

default, the Department may provide a proportional reatoration or auapended 

deliveries. 'nle amount or the default to be repaid shall include any nomta 

pr-eviously received by the State fran insurance proceeds, bond debt service 

coverage, or other reserves, and payments from other contractors pursuant to 

this subparagraph (h). The defaulting contractor 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 anomt is repaid by the '""' 

defaulting contractor, the non-defaulting contractors shall receive credits in 

proportion to their contributions towards the 1111ount of the default with 

interest collected by the State on the defaulted 11110mt. 

(6) In the event there ts an increase in the amount a non-

defaulting contractor contributes to reserves and/or bond debt service 

oavarage, such increase llh■ll be handled in the ume ■111ner aa provided 1n 

Article 50( a). 

(7) .Action taken purauant to this subarticle ahall not 

deprive the State or or limit any rmedy provided by this contract or by law 

for the recovery or ■oney due or llhich ■ay become due mder this contract. 



Ci) Power or Tennination. 

(1) The Department and the Agency agree to negotiate in good faith the 

r, developnent or a means to provide adequate protection for the Department's cash 

now into priorities one and ti«> for revenues under Water Code Section 12937(b) 

with the goal or obtaining agreanent by April 1, 1987, The Department and the 

Agency agree to continue negotiations beyond April 1, 1987 if necessary to aeet 

their CC11111on goal or arriving at agrement. 

(2) Ir such an agreement has not been reached by April 1, 

1987, and if the Director er Water l►-aourcea determines that adequate progress 

has not been made toward auch an agreement, the l>l.rector may give notice to the 

.Agency and other contractors that he intends to exercise the power to tenninate 

provided in this aubarticle 50(1). The l>l.rector• 11 authority to give such a 

notice shall ter,ninate on July 1, 1988, 

(3) After six months from the date of issuing the notice 

or intent to tenninat-., but in no even~ later than January 1, 1989, the 

l>l.rector may terminate the authority of the Department to issue additional 

aeries of water systen revenue bonds using the repayment provisions of Article 

50, The Department shall promptly notify the Agency and other contractors that 

the Director has exercised th! power of tennination. 

(q) No additional series or water system revenue bonds 

shall be issued under the provisions or this Article 51) after the Director has 

exercised the power to terminate, but Article 50 shall remain in effect as to 

any aeries or water ayaten revenue bonds issued prier to the time the 1>1rector 

exercises the power to terminate. 
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(5) An exercise or the power to terminate provided in this 

aubarticle 50( 1) shall also rescind any changes made by this •endment in the 

schedule or payment or overpayment or underpayment or capital coats resulting ~ 

frcm a change in the project interest rate and shall also rescind the addition 

or item (7) to Article Ha). However, if the Jlapartment has borrowed any tunda 

under Article H a)(7), Article 1( a)(7) shall r•ain in effect as to that and 

only that borrowing. Upon the exel'ciaing ot the power to terminate, 

amarticlea 28(e) and Cf) shall be rescinded and Article Ha) shall read as it 

previously read as shown on Attachnent lllmber 1 to this amendment. 

(6) At any time before January 1, 1989, so long as the 

Director has not already exercised the power or termination, the Director may 

irrevocably waive his right to exercise the power or temination or may rescind 

any previously issued notice of intention to terminate. 

(7) If the Director does not exercise the power of 

termination before January 1, 1989, this Suberticle 50(1) shall expire, and the 

reainder of this Article 50 shall remain in effect. Changes made by this 

•endment to other articles shall also remain in effect. 
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IN WITWESS WHEREOF', the parties have executed this contract on the 

date first above written, 

Approved as to lejel-i'ofm) 
and sufficiency: .-: 

---.._ STATE OF CAUFORNIA 
IEPARTMENT OF WATER RESOURCES 

V 
/' 

Resources 

By~~~--
(Title) Secretary 

• 
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Article ,Cs) is 1111ended to read: 

( s) Project Interest Rate 

Attachment 1 

"Project interest rate" shall mean the weighted average interest rate 

of (1) through (6) below camputed by dividing (1) the total interest oost 

required to be paid or credited by the state diring the life of the 

indebtedness or advance by (11) the total of the products of the various 

principal •0111ts and the respective terms in years of all such amounts: 

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

public corporation, or nonprofit corporation of this State, 

(5) funds advanced by any contractor without the actual incurring of 

bonded debt therefor, for which the net interest cost and tenns shall be those 

Which would have resulted if the contractor bad aold bonds for the purpose of 

funding the advance, as detennined by the State, and 

(6) funds borrowed from the General Fl.Ind or other funds in the 

Treasury of the State of C■li fornia, for which the total interest oost ■hall be 

oomputed at the interest rate earned over the period of such borrowing by 

110neya in the Pooled lbney Investment Account of such Treasury invested in 

aecirities, 
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AttachHnt 1 

to the extent the proceeds or any auch 'bonda, adval'lcea or loana are !or 

coruitruction or the State Water Facilitie■ defined in Section 129:54(d) or the 

Water Code, the additional project conaenation facilitiea, and the 

aupplemental conaervation !acilitiea, (except off-aqueduct power !acilitiea; 

advance■ !or delivery ■tructure■, .. a■uring device■ and excea■ capacity; and 

East Branch Facilitiea) and without regard to any pNmiWlla received on the aale 

or bonds under item (1) above. The "project intereat rate" shall be computed 

as a decimal fraction to five placea. 
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STATE OF CALIFORNIA 
THE RESOURCES AGENCY 

DEPARTMENT OF WATER RESOURCES 

AMENDMENT NO. 14 
BETWEEN THE 

DEPARTMENT 

TO WATER 
STATE OF 
OF-WATER 

SUPPLY CONTRACT 
CALIFORNIA 
RESOURCES 

Al,JD 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

THIS AMENDMENT to the Water Supply Contract is made this 

·t\f±h day of Apri \ , 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 San Bernardino 

Valley Municipal Water District, herein referred to as the 

"Agency 11
• 

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 ftom project facilities 

constructed by the State; 

WHEREAS, a more efficient use of entitlement water may be 

achieved by deferral of its use from October, November and 

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

next year. 

222 

r 



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 is 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 not 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 l(ii) is added to read: 

"Carry-over Entitlement Water" shall mean water from a 

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). 

223 



2. Article 12(el is added to read: 

(el Delivery of Carry-over Entitlement Water 

Upon request of the Agency, the State shall make 

Carry-over Entitlement Water available for delivery to the Agency 

during the first three months of the next year, to the extent 

that su~h 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 

operational constraints of project facilities, filling of project 

conservation storage, flood control releases and water quality 

restrictions. 

Carry-over 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 facilities 

within the Agency's service area; or 

(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 annual entitlement water for ground water storage. 

After determining that the carry-over of 

entitlement water would not adversely affect project operations, 

the State shall notify the Agency of the amount of entitlement 

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 c.onsistent with this Article 12 (e) that would govern 

the delivery of the Carry-over Entitlement Water. 

The Agency agrees to pay all signifi¢ant 

identifiable costs associated with its Carry-over Entitlement 

Water, as determined by the State. 

All .scheduling and delivery of Carry-over 

Entitlement 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 above written. 

Approved as to leg 
and su c·ency· 

Acting Chief Counsel 

form 

Department of Water Resources 

Attest: 

.Name 
/ 

Secretary, Board of Directors 
Title 

February 19, 1991 
Date 

226 

STATE OF CALIFORNIA 
DEPARTMENT OF WATER RESOURCES 

Director 

SAN BERNARDINO VALLEY MUNCIPAL 

WA~:~ICT 

.\I _, ) [J 
Name 

President, Board of Directors 
Title 

February 19, 1991 
Date 
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STATE OF CALIFORNIA 
THE RESOURCES AGENCY 

DEPARTMENT OF WATER RESOURCES 

AMENDMENT NO. 15 (THE MONTEREY AMENDMENT) 
TO WATER SUPPLY CONTRACT BETWEEN THE 

STATE OF CALIFORNIA DEPARTMENT OF 
WATER RESOURCES AND SAN BERNARDINO VALLEY MUNICIPAL WATER 

DISTRICT 

THIS AMENDMENT to the Water Supply Contract is made this 

1-!i!!! day of -~1t-A----u~'i1-/a~,...._ _________ , 194/', pursuant to the 

10 provisions of the California Water Resources Development Bond Act, 

11 the Central Valley Project Act, and other applicable laws of the 

12 State of California, between the State of California, acting by and 

13 through its Department of Water Resources, herein referred to as the 

14 "State", and San Bernardino Valley Municipal Water District, herein 

15 referred to as the "District". 

16 RECITALS: 

17 WHEREAS, the State and the District have entered into and 

18 subsequently amended a water supply contract providing that the 

19 State will supply certain quantities of water to the District, and 

20 providing that the District shall make certain payments to the 

21 State, and setting forth the terms and conditions of such supply and 

22 such payment; and 

23 WHEREAS, on December 1, 1994, representatives of the 

24 contractors and the State executed a document entitled "Monterey 

25 Agreement - Statement of Principles - By the State Water Contractors 

26 and the State of California Department of Water Resources For 

27 

28 

Potential Amendments To The State Water Supply Contracts" (the 

"Monterey Agreement"·); and 

1 
SBVMWD 
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11 

12 

13 

n 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

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 District desire to implement such 

provisions by incorporating this Monterey Amendment into the water 

supply contract; 

NOW, THEREFORE, IT IS MUTUALLY AGREED that the following 

changes and additions are hereby made to the District's water supply 

contract with the State: 

1. Article l(d) is amended to read: 

(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(1) is amended to read: 

(1) 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: 

2 



1 (1) The estimated relative proportion of deliveries for 

2 agricultural use to deliveries for municipal use for the year 1990, 

3 and the characteristic distributions of demands for these two uses 

4 throughout the year. 

5 (2) Agreements now in effect or as hereafter amended or 

6 supplemented between the State and the United States and others 

7 regarding the diversion or utilization of waters of the Delta or 

8 streams tributary thereto. 

9 

10 

11 

12 

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

(hh} Water System Facilities 

(hh} "Water System Facilities" shall mean the following 

13 facilities to the extent that they are financed with water system 

14 revenue bonds or to the extent that other financing of such 

15 facilities is reimbursed with proceeds from water system revenue 

16 bonds: 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

(1) The North Bay Aqueduct, 

(2) The Coastal Branch Aqueduct, 

(3) Delta Facilities, including Suisun Marsh 

facilities, to serve the purposes of water conservation in 

the Delta, water supply in the Delta, transfer of water 

across the Delta, and mitigation of the environmental effects 

of project facilities, and to the extent presently authorized 

as project purposes, recreation and fish and wildlife 

enhancement, 

(4) .Local projects as defined in Article l(h} (2) 

designed to develop no more than 25,000 acre-feet of project 

yield from each project, 

3 
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8 
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10 

11 
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13 
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15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

(5) Land acquisition prior to December 31, 1995, for 

the Kern 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 l(jj) 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 

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 l{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 l{k). 
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6. Article 1(11) is added to read: 

(1.1) "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 56. 

7. Article 4 is amended to read: 

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 District 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 

including the District's maximum annual 

entitlement hereunder. 

(2) Service of water at no greater cost to the 

District than would have been the case had this 

contract continued in effect. 

( 3) Service of water under the same physical 

conditions of service, including 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. 
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1 Other terms and conditions of the continued service shall be 

2 reasonable and equitable and shall be mutually agreed upon. In the 

3 event that said terms and conditions provide for continued service 

4 for a limited number of years only, the District shall have the same 

5 option to receive continued service here provided for upon the 

6 expiration of that and each succeeding period of continued service. 

7 

8 

9 

8. Article 7(a) is amended to read: 

(a) Changes in Annual Entitlements 

10 The District may, at any time or times during the term of this 

11 contract, by timely written notice furnished to the State, request 

12 that project water be made available to it thereafter in annual 

13 amounts greater or less than the annual entitlements designated in 

14 Table A of this contract. Subject to approval by the State of any 

15 such request, the State's construction schedule shall be adjusted 

16 to the extent necessary to satisfy the request, and the requested 

17 increases or decreases in said annual entitlements shall be 

18 incorporated in said Table A by amendment thereof. Requests for 

19 changes in annual entitlements for more than one year shall be 

20 approved by the State: Provided, That no change shall be approved 

21 if in the judgment of the State it would impair the financial 

22 feasibility of project facilities. 

23 

24 9. The title of Article 12 is amended to read "Priorities, 

25 Amounts, Times and Rates of Deliveries". 

26 

27 

28 
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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 District, shall make such 

modifications in it as are necessary to insure the delivery of the 

annual quantity allocated to the District in accordance with 

Article 18 and to insure that the amounts, times, and rates of 

delivery to the District 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 District the water delivery 

schedule for the next succeeding year which shall show the amounts 

of water to be delivered to the District during each month of that 

year. 

11. Article 12(d) is deleted. 

12. Article 12(f) is added to read: 

(f) Priorities 

Ea.ch year water deliveries to the contractors shall be in 

accordance with the following priorities to the extent there are 

conflicts: 

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). 
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2 

3 

Fourth, project water previously stored pursuant to Articles 

12(e) and 56. 

Fi_fth, nonproj ect water to fulfill contractors' annual 

4 entitlements for that year not met by the first two priorities. 

5 Sixth, additional interruptible water delivered to contractors 

6 in excess of their annual entitlements for that year. 

7 Seventh, additional nonproject water delivered to contractors 

8 in excess of their annual entitlements for that year. 

9 

10 

11 

12 

13. Article 14 is amended to read: 

Curtailment of Delivery 

(a) State May Curtail Deliveries 

13 The State may temporarily discontinue or reduce the delivery 

14 of project water to the District hereunder for the purposes of 

15 necessary investigation, inspection, maintenance, repair, or 

16 replacement of any of the project facilities necessary for the 

17 delivery of project water to the District, as well as due to outages 

18 

19 

20 

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 District 

21 as far · in advance as possible of any such discontinuance or 

22 

23 

24 

25 

reduction, except in cases of emergency, in which case notice need 

not be given. 

(b) District May Receive Later Delivery of Water Not 
Delivered 

In the event of any discontinuance or reduction of delivery 

26 of project water pursuant to subdivision (a) of this article, the 

27 District may elect to receive the amount of annual entitlement which 

28 otherwise would have.been delivered to it during such period under 
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1 the water delivery schedule for that year at other times during the 

2 year or the succeeding year to the extent that such water is then 

3 available and such election is consistent with the State's overall 

4 delivery ability, considering the then current delivery schedules 

5 of annual entitlement to all contractors. 

6 

7 

8 

14. Article 16(a) is amended to read: 

(a) Limit on Total of all Maximum Annual Entitlements 

9 The District's maximum annual entitlement hereunder, together 

10 with the maximum annual entitlements of all other contractors, shall 

11 aggregate no more than the minimum project yield as defined herein 

12 and in no event more than 4,185,000 acre-feet of project water. 

13 

14 

15 

16 

15. Article 18 is amended to read: 

18. SHORTAGE IN WATER SUPPLY 

(a) Shortages; Delivery Priorities 

17 In any year in which there may occur a shortage due to drought 

18 or any other cause whatsoever. in the supply of project water 

19 available for delivery to the contractors, with the result that such 

20 supply is less than the total of the annual entitlements of all 

21 contractors for that year, the State shall allocate the available 

22 supply in proportion to each contractor's annual entitlement as set 

23 forth in its Table A for that year and shall reduce the allocation 

24 of project water to each contractor using such water for 

25 agricultural purposes and to each contractor using such water for 

26 other purposes by the same percentage of their respective annual 

27 entitlements for that year: Provided, that the State may allocate 

28 on some other basis if such is required to meet minimum demands of 
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1 contractors for domestic supply, fire protection, or sanitation 

2 during t.he year. If a contractor is allocated more water than it 

3 requested, the excess water shall be reallocated among the other 

4 contractors in proportion to their annual entitlements as provided 

5 for above. The foregoing provisions of this subdivision shall be 

6 inoperative to the extent necessary to comply with subdivision (c) 

7 of this article and to the extent that a contractor's annual 

8 entitlement for the respective year reflects established rights 

9 under the area, of origin statutes precluding a reduction in 

10 deliveries to such contractor. 

11 (b) - Deleted 

12 (c) Permanent Shortage; Contracts for Areas-of-Origin 

13 In the event that the State, because of the establishment by 

14 a party of a prior right to water under the provisions of Sections 

15 11460 through 11463 of the Water Code, enters into a contract with 

16 such party for a dependable supply of project water, which contract 

17 will cause a permanent shortage in the supply of project water to 

18 be made available to the District hereunder: 

19 

20 

(1) The State shall: (i) equitably redistribute the costs of 

all transportation facilities included in the System among all 

21 contractors for project water, taking into account the diminution 

22 of the supply to the District and other prior contractors in 

23 accordance with the terms of their contracts, and (ii) revise the 

24 District's annual entitlements and maximum annual entitlement, by 

25 amendment of Table A of this contract to correspond to the reduced 

26 supply of project water to be made available to the District: 

0 27 Provided, That such redistribution of costs of transportation 

28 facilities shall not be made until there has been reasonable 

10 



1 opportunity for the District to exercise the option provided for in 

2 

3 

(2) below, and for other prior contractors to exercise similar 

options. 

4 (2) The District, at its option, shall have the right to use 

5 any of the project transportation facilities which by reason of such 

6 permanent shortage in the supply of project water to be made 

7 available to the District are not required for delivery of project 

8 water to the District, to transport water procured by it from any 

9 other source: Provided, That such use shall be within the limits 

10 of the capacities provided in the project transportation facilities 

11 for service to the District under this contract: Provided further, 

12 That, except to the extent such limitation in Section 12931 of the 

13 Water Code be changed, the District shall not use the project 

14 transportation facilities under this option to transport water the 

15 right to which was secured by the District through eminent domain 

16 unless such use be approved by the Legislature by concurrent 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26. 

0 27 

28 

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 

pursuant to (1) above. 

the State shall take 

In the event that this option is exercised, 

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 District's payment obligation hereunder resulting 

from such redistribution of costs. 
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{d) Reinstatement of Entitlements 

If after any revision of annual entitlements and maximum 

annual entitlements pursuant to subdivision {c) of this article, 

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 District 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 District written notice five (5) years in 

advance of any reduction in its annual entitlements and maximum 

annual entitlement under subdivision {c) of this article. Reports 

submitted to the District 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 available 

for delivery to the District under this contract caused by drought, 

operation of area of origin statutes, or any other cause beyond its 

control. 
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16. Old Article 21 "Sale of Surplus Water" is deleted and 

replaced by new Article 21 "Interruptible Water Service" 

to read: 

21. Interruptible Water Service 

(al 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 (al . 

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 

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 other contractors or adversely affect project 

operations. Any amounts of water owed to the District as of the 

date of this amendment pursuant to former Article 12 (dl, any 

contract provisions or letter agreements relating to wet weather 

water, and any Article 14(bl balances accumulated prior to 1995, are 

canceled. The State shall hereaft~r 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. 

(bl Rates 

For any interruptible water delivered pursuant to this 

article, contractors shall pay the State the same (including 

adjustments) for ·power resources (including on-aqueduct, 
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off-aqueduct, and any other power) incurred in the transportation 

of such water as if such interruptible water were entitlement water, 

as well as all incremental operation, maintenance, and replacement 

costs, and any other incremental costs, as determined by the State. 

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 further 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: 

(j) 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 

District's share of the conservation portion of the water system 

revenue bond financing costs. Charges to the District for these 

costs shall be calculated in accordance with provisions in 

Article 50 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 51. 

14 



1 18. The first paragraph of Article 24(b) is amended to read: 

2 (bl In the first step, the total amount of capital costs of 

3 each aqueduct reach to be returned to the State shall be allocated 

4 among all contractors entitled to delivery of project water from or 

5 through the reach by the proportionate use of facilities method of 

6 cost allocation and in accordance with (1) and (2) below. The 

7 measure of the proportionate use of each contractor of each reach 

8 shall be the average of the following two ratios: (i) the ratio of 

9 the contractor's maximum annual entitlement to be delivered from or 

10 through the reach to the total of the maximum annual entitlements 

11 of all contractors to be delivered from or through the reach from 

12 the year in which charges are to be paid through the end of the 

13 project repayment period and (ii) the ratio of the capacity provided 

14 in the reach for the transport and delivery of project water to the 

15 contractor to the total capacity provided in the reach for the 

16 transport and delivery of project water to all contractors served 

17 from or through the reach from the year in which charges are to be 

18 paid through the end of the project repayment period. Allocations 

19 of capital costs to the District pursuant hereto shall be on the 

20 basis of relevant values which will be set forth in Table B of this 

21 contract by the State as soon as designs and cost estimates are 

22 prepared by it subsequent to receipt of requests from the District 

23 as to the maximum monthly delivery capability to be provided in each 

24 aqueduct reach of the project transportation facilities for the 

25 transport and delivery of project water to the District, pursuant 

26 to Article 17(a): Provided, That these values shall be subject to 

27 redetermination by the State in accordance with Article 28: Provided 

28 further, That the principles and procedures set forth in this 
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subdivision shall be controlling as to allocations of capital costs 

to the District. Proportionate use of facilities factors for prior 

years shall not be adjusted by the State in response to changes or 

transfers of 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(h) is amended to read: 

{h) Notwithstanding provisions of Article 24{a) through {d), 

the capital cost component of the Transportation Charge shall 

include an annual charge to recover the District's share of the 

transportation portion of the water system revenue bond financing 

costs. Charges to the District 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(d) (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. 
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1 21. Article 50(j) is added to read: 

2 (j) Amounts payable under this article shall not be affected 

3 by any reductions in payments pursuant to Article 51. 

4 

5 

6 

22. Article 51 is added to read: 

51. FINANCIAL ADJUSTMENTS 

7 (a) General Operating Account 

8 (1) The State shall maintain a General Operating Account to 

9 provide the moneys needed to pay obligations incurred by the State 

10 of the types described in Water Code sections 12937(b) (1) and (2) 

11 in the event of emergency or cash flow shortages. 

12 (2) An initial deposit of $15 million shall be made available 

13 from revenue bond reserves that are no longer required by revenue 

14 bond covenants and that would otherwise be credited to the 

15 contractors including the District. In 1998 or when the funds 

16 become available an additional $7.7 million will be deposited in the 

17 General Operating Account from revenue bond reserves that are no 

18 longer required by revenue bond covenants and that would otherwise 

19 be credited to the contractors including the District, bringing the 

20 deposits to. that account under this article to $22.7 million. 

21 ( 3) The balance in the General Operating Account will 

22 

23 

increase pursuant to subdivision (e) (3) (v) of this article to an 

amount determined by the State but not in excess of $32 million. 

24 However, after the year 2001, the maximum amount of the fund may 

25 increase or decrease annually by not more than the same percentage 

26 as the increase or decrease in the charges, other than power charges 

27 for pumping water, to all the contractors for the previous year from 

28 
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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 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 plus 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 projects. 

(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. 
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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 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 

14 State's share of the joint use facilities which include San Luis 

15 Reservoir, the San Luis Canal and related facilities. 

16 (iii) The amount required for payment of the principal 

17 of and interest on the bonds issued pursuant to the Burns-Porter Act 

18 as described in Water Code section 12937(b) (2). 

19 (iv) Any amount required for transfer to the California 

20 Water Fund in reimbursement as described in Water Code section 

21 12937(b) (3) for funds utilized from said fund for construction of 

22 the State Water Resources Development System. 

23 (v) For the years 1998 and thereafter, the amount needed 

24 for deposits into the State Water Facilities Capital Account as 

25 provided in subdivision (b) of this article, but (A) not more than 

26 $6 million per year for the years 1998, 1999 and 2000, and (B) not 

0 27 more than $4.5 million per year for the years 2001 and thereafter. 

28 
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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 pursuant to subdivision (c) (1) above exceed the revenue 

needs determined pursuant 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 

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 

District 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. Any supplemental billing 

made to the District 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 District 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 District by the 

amount of the supplemental bill to the District. 

20 



1 (5) The State may also submit a supplemental billing to the 

2 District for the year if necessary to meet unanticipated costs for 

3 

4 

revenue bond debt service and coverage for which the State can issue 

a statement of charges under provisions of this contract other than 

5 this article. The relative amounts of any supplemental billing made 

6 to the District and to other contractors for revenue bond purposes 

7 

8 

9 

shall be governed by such other applicable provisions of this 

contract. 

(6) Payment of any supplemental billing shall be due thirty 

10 days after the date of the invoice. Delinquency and interest on 

11 delinquent amounts due shall be governed by Article 32. 
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(d) Apportionment of Reductions between Agricultural and 
Urban Contractors 

(1) Reductions available under 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 below. The State shall determine the availability 

of reductions for each year in accordance with this article. 

(2) Reductions 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) In 1998 reductions in the amount of $17 million are 

projected to be available and shall be applied as follows: the first 

$10 million of reductions shall be apportioned among the 

21 
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1 Agricultural Contractors, and the remaining reductions shall be 

2 apportioned among the Urban Contractors. 

3 (iii) In 1999 reductions in the amount of $32 million 

4 are projected to be available and shall be applied as follows: the 

5 first $10 million of reductions shall be apportioned among the 

6 Agricultural Contractors, and the remaining reductions shall be 

7 apportioned among the Urban Contractors. 

8 (iv) In 2000 reductions in the amount of $33 million are 

9 projected to be available and shall be applied as follows: the first 

10 $10 million of reductions shall be apportioned among the 

11 Agricultural Contractors, and the remaining reductions shall be 

12 apportioned among the Urban Contractors. 

13 (3) (i) In the event that the aggregate amount of reductions 

14 

15 

16 

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 

17 provided to Urban Contractors. Only after all reductions to Urban 

18 Contractors have been eliminated in a given year shall the remaining 

19 shortfall be taken from reductions scheduled for Agricultural 

20 Contractors. Any projected reductions not made available due to 

21 such shortfalls in the years 1997 through 2000 shall be deferred 

22 with interest at the project interest rate to the earliest 

23 subsequent years when reductions in excess of those projected for 

24 those years are available. Such deferred reductions with interest 

25 at the project interest rate shall be applied to the charges of the 

26 contractors whose reductions have been deferred. 

27 

28 

(ii) In the event that the aggregate amount of 

reductions available in any of the years 1997 through 2000 is 

22 



n 
1 greater than the sum of (A) the respective amount projected for such 

2 year in subdivision (d) (2) above, plus (B) the amount of any 

3 shortfall with accrued interest at the project interest rate, 

4 remaining from any prior year to be applied, the excess shall be 

5 applied ·for the purposes and in the amounts per year described in 

6 subdivisions (e) (3) (iii), (iv), (v) and (vi) of this article, in 

7 that order. 

8 (4) In 2001 and in each succeeding year reductions equal to 

9 or in excess of $40.5 million are projected to be available and 

10 shall be applied as follows: 

11 (i) If reductions are available in an amount that equals 

12 or exceeds $40. 5 million, $10 million of reductions shall be 

13 apportioned among the Agricultural Contractors, and $30.5 million 

14 of reductions shall be apportioned among the Urban Contractors. If 

15 reductions are available in an amount greater than $40.5 million, 

16 the excess shall be applied as provided in subdivision (e) (3) of 

17 this article, subject however to subdivision (e) (1). 

18 (ii) If reductions are available in an amount less than 

19 $40.5 million in any of these years, the reductions shall be divided 

20 on a 24.7% - 75.3% basis between the Agricultural Contractors and 

21 the Urban Contractors respectively. Any such reductions not made 

22 due to shortages shall be applied without interest in the next year 

23 in which reductions in an amount in excess of $40.5 million are 

24 available pursuant to subdivision (e) (3) of this article with any 

25 remainder that is not available carried over without interest to be 

26 applied in the earliest subsequent years when reductions in excess 

n, 27 of $40. 5 million are available. 

28 
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2 

(5) Annual charges to a contractor shall only be reduced 

prospectively from and after the date it executes the Monterey 

3 Amendment to this contract. Apportionments of reductions shall be 

4 calculated on the assumption that all contractors have executed such 

5 amendment. 

6 (el Review of Financial Requirements 

7 (1) In 2001 and every fifth year thereafter the Director of 

8 the Department of Water Resources, in full consultation with the 

9 contractors, will review the financial requirements of the State 

10 Water Resources Development system and determine the following: 

11 (i) The amount of revenues that are needed for State 

12 Water Resources Development System purposes in addition to those 

13 needed for the purposes specified in subdivisions (c) (2) (i), (ii), 

14 

15 

(iii), and (iv) of this article; 

(ii) If the aggregate amount that would have been 

16 charged to all contractors in any year but for this article exceeds 

1 7 the sum of (A) the amount of revenues needed for the purposes 

18 specified in subdivisions (c) (2) (i), (ii), (iii) and (iv), plus (B) 

19 $40.5 million, plus (C) the amount determined pursuant to 

20 subdivision (c) (2) (v) of this article, the amount of such excess. 

21 (iii) The amount of the excess determined in subdivision 

22 (e) (1) (ii) above that should be collected by the State for 

23 additional State Water Resources Development System purposes and the 

24 amount of such excess that should be used for further annual charge 

25 reductions. 

26 (2) After making the determinations required above, the State. 

(! 27 may collect the revenues for additional State Water Resources 

28 
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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} Third, 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 million 

per year shall be allocated to make up any shortfalls in the annual 

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 

25 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

0 27 

28 

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. 

(f) 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 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. 
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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 obligations, for purposes of this Article 5l(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 entitlement associated with 

transfers of entitlement 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 entitlements as calculated in subdivision (f) (1) 

of this article by thirty percent (30%). 

(ii) 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 

27 
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calculated in subdivision (fl (2) of this article by seventy percent 

(70%) . 

(iii) A total, 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 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 
Contractors 

of Reductions Among Agricultural 

(1) Reductions in annual charges apportioned to Agricultural 

Contractors under subdivisions (d) and (e) 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 include any costs associated with the 45,000 acre-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 reduced by the transfer of any of the 130,000 acre-feet 

of annual entitlements 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 
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Transportation Charge (excluding off-aqueduct power charges) and 

Water Revenue Bond Surcharge shall be totaled for the years 1997 

through 2035. 

(iii) Kern County Water Agency and Dudley Ridge Water 

District totaled costs shall be reduced for the 45,000 acre-feet of 

annual entitlement being 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 entitlement 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 (ii), (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. 

(h) Agricultural Rate Management Trust Fund 

( 1) Establishment. Through a trust agreement executed 

contemporaneously with this amendment, the State and the 

Agricultural Contractors that sign the Monterey Amendments shall 
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1 establish the Agricultural Rate Management Trust Fund with a 

2 mutually agreed independent trustee. 

3 (2) Separate Accounts. The trustee shall maintain within the 

4 trust fund a separate account for each Agricultural Contractor that 

5 signs the trust agreement to hold deposits made pursuant to this 

6 article. 

7 (3) Deposits. Each Agricultural Contractor that signs the 

8 trust agreement shall deposit into such contractor's account within 

9 the trust fund, at the same time as payments would otherwise be 

10 required by this contract to be made to the State, an amount equal 

11 to the amount by which such contractor's charges under this contract 

12 have been reduced by reason of this article, until the balance in 

13 such contractor's account within the trust fund is the same 

14 percentage of $150,000,000 as such contractor's percentage share of 

15 reductions made available to all Agricultural Contractors as 

16 specified in subdivision (g) of this article. In 2002 and every 

17 fifth year thereafter, the Agricultural Contractors will review the 

18 maximum accumulation in the trust fund (the "Cap") and determine 

19 whether the cap should be adjusted. However, the Cap shall not be 

20 reduced below an aggregate of $150,000,000 for all Agricultural 

21 Contractor accounts. 

22 

23 

24 

25 

26 

27 

28 

(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 

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; (bl the capital 

cost and minimum operation, maintenance, power and replacement 

components of the Transportation Charge (including off-aqueduct 

power charges); and (cl 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 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 

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. 

(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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1 Contractor to the State as of that date. However, an Agricultural 

2 Contractor may direct the trustee to make the disbursement to that 

3 Agricultural Contractor which shall in turn make the payment to the 

4 State as required by other provisions of this contract. If the 

5 amount to be disbursed exceeds the amount owed to the State by such 

6 contractor as of July 1, the excess shall be disbursed by the 

7 Trustee to the State at the time of and in payment of future 

8 obligations owed to the State by such contractor. Alternatively, 

9 upon the request of such contractor, all or part of the excess shall 

10 be paid by the trustee to that contractor in reimbursement of prior 

11 payments by the contractor to the State for that year. 

12 (5) Payment of Supplemental Bills. In any year in which a 

13 supplemental bill has been submitted to an Agricultural Contractor 

14 pursuant to subdivision (c) (4) of this article, such supplemental 

15 bill shall be treated as reducing by an equal amount the obligation 

16 of such contractor for that year to make payments into the 

17 Agricultural Rate Management Trust Fund. To the extent that such 

18 contractor has already made payments to the trust fund in an amount 

19 in excess of such contractor's reduced trust fund payment 

20 obligation, such contractor may request the trustee to use the 

21 excess from the trust fund to pay the supplemental bill. 

22 (6) Discharge of Payment Obligation. Each payment to the 

23 State by the trust fund shall discharge and satisfy the Agricultural 

24 Contractor's obligation to pay the amount of such payment to the 

25 State. No reimbursement of the trust fund by the Agricultural 

26 Contractor for such payments shall be required. However, each 

27 Agricultural Contractor shall continue to make deposits to the trust 

28 fund matching the amount of each year's reductions as provided in 
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1 subdivision (d) of this article so long as the amount in that 

2 contractor's account is less than its share of the Cap. 

3 (7) Distribution of Funds in Excess of the Cap. Whenever 
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accumula.ted funds ( including interest) in an 

Contractor's account in the trust fund exceed that 

Agricultural 

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 

repayment period, that contractor may direct the trustee to pay such 

excess to the contractor. 

(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 article, 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 District, 

(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 

27 a long term water supply contract with the State as they exist as 

28 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. 

(j.) Except as provided in subdivisions (cl (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. 

23. Article 52 is added to read: 

52. 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 

Kern 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 water 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 programs. 
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24. Article 53 is added to read: 

53. PERMANENT TRANSFERS AND REDUCTrONS OF ENTrTLEMENT 

(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 terms and 

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 Agency (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 

forth 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 exercising 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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1 entitlements as well as transportation rights in accordance with the 

2 following terms and procedure: 

3 (1) The Agricultural Contractor shall provide the State a 

4 copy of a bona fide contract or Proposed Contract (the "Proposed 

5 Contract") and the State shall, within five working days of receipt, 

6 provide copies of such Proposed Contract to all Urban Contractors 

7 together with a Notice of Proposed Contract stating the date on or 

8 before which a Notice of Intent to Exercise a Right of First Refusal 

9 (NOI) must be delivered to both the State and the seller, which date 

10 shall be 90 days from the date the State mails the Notice of 

11 Proposed Contract. 

12 (2) The Proposed Contract shall provide for the transfer of 

13 rights in project transportation facilities sufficient to deliver 

0 14 to the seller's service area in any one month eleven percent (11%) 

' 15 of the annual entitlement being transferred or such greater amount 

16 as the seller determines to sell; Provided, however, that sellers 

17 shall not be obligated to sell any transportation rights in the 

18 Coastal Aqueduct. 

19 (3) To exercise the right of first refusal, an Urban 

20 Contractor shall deliver to the State and the seller its NOI within 

21 the time period stated in the Notice of Proposed Contract and shall 

22 proceed in good faith to try to complete the transfer to the Urban 

23 Contractor. If two or more Urban Contractors deliver NOI's to the 

24 State, the amount of annual entitlement and transportation rights 

25 being sold shall be allocated among those Urban Contractors that are 

26 prepared to perform the purchase by the Performance Date provided 

27 

28 

for herein in proportion to their maximum annual entitlements, or 

in another manner acceptable to the Urban Contractors delivering the 
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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 of the 

right of first refusal unless other Urban Contractors submit NOis 

to purchase the remainder of the annual entitlement and 

transportation right or the noncontractor buyer agrees to purchase 

the remainder at the same unit price and on the same terms and 

conditions provided for in the Proposed 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 perform the 

purchase. 

The Performance Date shall be extended at the request of the 

Urban Contractor if a temporary restraining order or preliminary 

injunction 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 changes in 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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1 (5) If an Urban Contractor issuing a NOI fails to complete 

2 its exercise of the Right of First Refusal by the Performance Date, 

3 the seller shall be free to sell its entitlement in substantial 

4 conformance with the terms and conditions set forth in the Proposed 

5 Contract . An Urban Contractor issuing a NOI may assign its rights 

6 to exercise a right of first refusal to another Urban Contractor and 

7 the assignee shall have the same rights as the assignor to complete 

8 the purchase by the Performance Date. 

9 ( 6) In exercising the Right of First Refusal, an Urban 

10 Contractor, at its option, may either agree to perform the Proposed 

11 Contract in its entirety, including all of its terms and conditions, 

12 or agree to pay the price offered under the Proposed Contract for 

13 the annual entitlement and transportation rights without condition 

14 and without being entitled to enforce or being subject to any other 

15 provisions of the Proposed Contract. 

16 (e) As used in this article, "price" shall mean the dollar 

17 amount of consideration provided for in the Proposed Contract. 

18 (f) Upon the effective date of any such transfer, the seller 

19 shall be relieved of and the buyer shall become liable to the State 

20 for all prospective Delta Water Charges, the related Transportation 

21 Charges and any other charges for the annual entitlements and 

22 associated transportation rights transferred unless the seller and 

23 buyer provide otherwise in the contract for the transfer and the 

24 State approves such other provisions. However, the contractor 

25 making the sale shall remain obligated to the State to make the 

26 payments if the buyer defaults on its payments to the State related 

27 to the water transferred and is not a party to a long term water 

28 supply contract of the type contained in Department of Water 
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1 Resources Bulletin Number 141. If the contractor making the sale 

2 is required to make any payments to the State as a result of the 

3 buyer's default, the entitlement transferred to the defaulting buyer 

4 shall, if provided for in the Proposed Contract, revert back to the 

5 contractor making the sale. The buyer may also be liable for any 

6 charges imposed pursuant to subdivision (g) of this article. 

7 (g) A contractor which is a buyer of annual entitlement 

8 pursuant to this article may receive deliveries using any portion 

9 of the capacity previously provided by the State in each reach of 

10 the project transportation facilities for such contractor that is 

11 necessary for transporting the entitlement purchased by it on the 

12 same basis as any other entitlement provided for in its Table A in 

13 effect prior to the date of the Monterey Amendment. Such contractor 

r, 14 may also use any transportation rights transferred to it by a seller 

15 in the same manner as the seller was entitled to use them and any 

16 unused capacity in any of the reaches specified in this paragraph 

17 so long as project operations and/or priority of service of water 

18 to other contractors participating in repayment of capital costs in 

19 such reaches is not adversely affected. The State shall not be 

20 responsible for any resulting adverse impacts upon its ability to 

21 provide ·such contractor peaking capacity. The capital cost and 

22 minimum, operation, maintenance, power and replacement components 

23 of the Transportation Charge allocated to a buying contractor 

24 needing transportation capacity in excess of the capacity factors 

25 on which its charges are based in any reach shall be determined 

26 prospectively based upon the increase in the buying contractor's 

0, 27 annual entitlement resulting from the purchase, and service of water 

28 to fulfill annual entitlement to other contractors shall not be 
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impaired. The capital cost and 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 increased Transportation 

minimum operation, maintenance, power and replacement component 

charges allocated to the buying contractor 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 contracts 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, however, that for a buying contractor needing 

transportation 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 take 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 relinquish 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-feet 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: 

54. Usage of Lakes Castaic and Perris 

(a) The State shall permit the contractors participating in 

repayment of the capital costs of Castaic Lake (Reach 30) and Lake 

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 repayment 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 

proporti.onate use factors from the Department of Water Resources' 

Bulletin 132-94, Table B-1 upon which capital cost repayment 

obligations are based, as follows: 

The 
Metropolitan 
Water District 
of Southern 
California 
Ventura County 
Flood Control 
and Water 
Conservation 
District 
Castaic Lake 
Water Agency 

Total 

Castaic Lake 

0.96212388 

0.00860328 

0.02927284 

1.00000000 

44 

~axiJli,'llm L 
//tLiiQ8atil)i:l. 

(Ac:re. t••e.> . 
153,940 

1,376 

4,684 

l.60,000 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

0 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

The Metropolitan Water District of Southern California, as 

the only contractor participating in repayment of Lake Perris, 

shall be allocated a Maximum Allocation at Lake Perris of 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 be 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 State which approval shall be given 

unless there are adverse impacts upon another contractor 

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 portion 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 a schedule 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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1 delivery schedule at any time, and the modified schedule shall be 

2 subject to review in the same manner. If necessary, the State 

3 may modify the schedule after consultation with the contractor 

4 and other contractors participating in repayment of that reach 

5 but may not change the total quantity of water to be withdrawn. 

6 As part of the consultation, the State shall advise a contractor 

7 if it determines a withdrawal will adversely impact the rate of 

8 delivery provided for the contractor in this contract. The State 

9 shall not be responsible for any such impacts. 

10 (c) A contractor may withdraw all or a portion of its 

11 Maximum Allocation. It shall restore any withdrawn portion of 

12 such allocation by furnishing an equivalent amount of replacement 

13 water to the reservoir from which the water was withdrawn within 

14 five years from the year in which the withdrawal takes place. The 

15 unused portion of the allocation, in addition to any replacement 

16 water furnished to the reservoir, shall remain available for 

17 subsequent withdrawal. The State·shall keep an accounting of the 

18 contractor's storage withdrawals and replacements. In any year, 

19 the State shall permit a contractor to withdraw an amount 

20 equivalent to the contractor's Maximum Allocation minus remaining 

21 replacement water requirements due to previous withdrawals. If 

22 the contractor fails to schedule and replace the withdrawn water 

23 within the five-year return period, the State shall provide the 

24 replacement water from water scheduled for delivery to the 

25 contractor in the sixth year or as soon as possible thereafter. 

26 The total amount of scheduled annual entitlement which a 

27 contractor can use in any one year for restoring its Maximum 

28 Allocation and storing water in surface storage facilities 
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1 outside of its service area pursuant to Article 56 shall be the 

2 sum of the maximum amount the contractor can add to storage that 

3 year pursuant to Article 56 and the amount of acre-feet shown in 

4 column 2 of the following table, depending on the State's final 

5 water supply allocation percentage as shown in column 1. 
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1. 2. 
Final Water Supply Maximum Acre-Feet of Scheduled 

Allocation Entitlement for Restoring 
Percentaqe Maximum Allocation* 

50% or less 100,000 
51% 98,000 
52% 96,000 
53% 94,000 
54% 92,000 
55% 90,000 
56% 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 
65% 70,000 
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 
100% no limit 

* Excludes the maximum amount that can be added to storage 

in a year pursuant to Article 56, which may be used in 

add_ition to the amounts in this table to restore Maximum 

Allocation. 
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1 A contractor may use any of this total amount for 

2 replacement water but cannot use any more than that provided for 

3 in Article 56 to add to storage in project surface conservation 

4 facilities and in nonproject surface storage facilities. There 

5 shall be no limit under this article on the amount of scheduled 

6 annual entitlement a contractor can use to restore its Maximum 

7 Allocation in a year when its percentage of annual water supply 

8 allocation is one-hundred percent (100%), nor shall there be any 

9 limit under this article on the amount of interruptible water, 

10 nonproject water or water obtained through an exchange which a 

11 contractor can use to restore its Maximum Allocation. 

12 (d) For any replacement water furnished to reservoir 

13 storage pursuant to this article, the responsible contractor 

14 shall pay the State charges for the conservation, if any, and 

15 transportation of such replacement water as are associated with 

16 the type of replacement water that is furnished, as if such water 

17 were delivered to the turnout at the reservoir to which the 

18 replacement water is furnished. Adjustments from estimated to 

19 actual costs shall be subject to provisions applicable to the 

20 type of replacement water. The State shall not charge 

21 contractors for water withdrawn pursuant to this article. 

22 (e) The State shall operate capacity in Castaic and Perris 

23 Reservoirs, not required for purposes of Maximum Allocation 

24 deliveries, in compliance with the requirement of Article 17 (b) 

25 of The Metropolitan Water District of Southern California's water 

26 supply contract with the State to maintain an amount of water 

27 reasonably sufficient to meet emergency requirements of the 

28 contractors participating in repayment of that reach. A 
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contractor receiving water pursuant to this article accepts that 

the State shall not be liable for any damage, direct or indirect, 

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 permit or require the State to adjust allocations 

or deliveries under Article 18. 

(f) 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 importation 

facilities serving the State project service area. The State 

shall promptly replace water within the Maximum Allocation as 

soon as the need for the reduction terminates. 
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1 26. Article 55 is added to read: 

2 55. Transportation of Nonproject Water 

3 (a) Subject to the delivery priorities in Article 12(f), 

4 contractors shall have the right to receive services from any of 

5 the project transportation facilities to transport water procured 

6 by them from nonproject sources for delivery to their service 

7 areas and to interim storage outside their service areas for 

8 later transport and delivery to their service areas: Provided, 

9 that except to the extent such limitation in Section 12931 of the 

10 Water Code be changed, a contractor shall not use the project 

11 transpor.tation facilities under this option to transport water 

12 the right to which was secured by the contractor through eminent 

13 domain unless such use be approved by the Legislature by 

14 concurrent resolution with the majority of the members elected to 

15 each house voting in favor thereof. 

16 (b) For any nonproject water delivered pursuant to this 

17 article, contractors shall pay the State the same (including 

18 adjustments) for power resources (including on-aqueduct, 

19 off-aqueduct, and any other power) incurred in the conservation 

20 and transportation of such water as if such nonproject water were 

21 entitlement water, as well as all incremental operation, 

22 maintenance, and replacement costs, and any other incremental 

23 costs, which may include an administrative or contract 

24 preparation charge, all as determined by the State. Incremental 

25 costs shall mean those nonpower costs which would not be incurred 

26 if nonproject water were not scheduled for or delivered to 

27 contractors. Only those contractors not participating in the 

28 repayment of a reach shall be required to pay a use of facilities 
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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 

(cl (6) of Article 56. 

(c} 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 specified 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 Facilities 

(a} State Consent to Use of Project Water Outside of 
Service Area 

Notwithstanding the provisions of Article 15(a}, the State 

hereby consents to the District 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 

District selling project water for use outside its s·ervice area 

in accordance with the provisions of subdivision (d} of this 

article. 

(b} Groundwater Storage Programs 

The District shall cooperate with other contractors in the 

development and establishment of groundwater storage programs. 

(c} Storage of Project Water Outside of Service 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 

subdivision (c) and any applicable water right laws, by setting 

forth on the preliminary water delivery schedule submitted to the 

State on or before October 1 of each year pursuant to Article 

12(a) the quantity 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 program. 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 Table A annual 

entitlement shown in column 2 or the acre-feet shown in column 3 

of the following table, depending on the State's final water 

supply allocation percentage as shown in column 1. However, 

there shall 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). 
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1. 
Final Water Supply 

Allocation 
Percentage 

50% or less 

51% 

52% 

53% 

54% 

55% 

56% 

57% 

58% 

59% 

60% 

61% 

62% 

63% 

64% 

65% 

66% 

67% 

68% 

69% 

70% 

71% 

72% 

73% 

74% 

75% or more -

2 . 3. 
Maximum Percent of Maximum Acre-Feet 
District's Annual That Can be Stored 
Entitlement That 

Can be Stored 

25% 100,000 

26% 104,000 

27% 108,000 

28% 112,000 

29% 116,000 

30% 120,000 

31% 124,000 

32% 128,000 

33% 132,000 

34% 136,000 

35% 140,000 

36% 144,000 

37% 148,000 

38·% 152,000 

39% 156,000 

40% 160,000 

41% 164,000 

42% 168,000 

43% 172,000 

44% 176,000 

45% 180,000 

46% 184,000 

47% 188,000 

48% 192,000 

49% 196,000 

50% 200,000 
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(2) Storage capacity in project surface conservation 

facilities at any time in excess of that needed for project 

operations shall be made available to requesting contractors for 

storage of project and nonproject water. If such storage 

requests exceed the available storage capacity, the available 

capacity shall be allocated among contractors requesting 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 reallocation 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 Table A's for that year. If such 

reallocation results in the need 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. 

Second, water stored for a contractor that previously was in 

excess of that contractor's allocation of storage capacity. 

Third, water stored for a contractor that previously was 

within that contractor's allocated storage capacity. 

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 outside 

its service area pursuant to this subdivision may not sell 

project water during the year in which it elected to store 

project water. This limitation shall not apply to replacement 

water furnished to Castaic and Perris Reservoirs pursuant to 

Article 54, 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. 

(5) 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 (c}, a contractor shall pay the 

State the same (including adjustments} for power resources 

(including on-aqueduct, off-aqueduct, and any other power} 

incurred 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 same for power resources 

(including on-aqueduct, off-aqueduct, and any other power} 

incurred in the transportation of such water calculated from the 

55 



1 point of return to the aqueduct to the turn-out in the 

2 contractor's service area. In addition, the contractor shall pay 

3 all incremental operation, maintenance, and replacement costs, 

4 and any other incremental costs, as determined by the State, 

5 which shall not include any administrative or contract 

6 preparation charge. Incremental costs shall mean those nonpower 

7 costs which would not be incurred if such water were scheduled 

8 for or delivered to the contractor's service area instead of to 

9 interim storage outside the service area. Only those contractors 

10 not participating in the repayment of a reach shall be required 

11 to pay a use of facilities charge for use of a reach for the 

12 delivery of water to, or return of water from, interim storage. 

13 (7) A contractor electing to store project water in a 

14 nonproject facility within the service area of another contractor 

15 shall execute a contract with that other contractor prior to 

16 storing such water which shall be in conformity with this article 

17 and will include at least provisions concerning the point of 

18 delivery and the time and method for transporting such water. 

19 

20 

(d) Sale of Project Water For Use Outside Service Area 

(1) If in any year a contractor has been allocated annual 

21 entitlement that it will not use within its service area, the 

22 contractor has not elected to store project water in accordance 

23 with the provisions of subdivision (c) of this article during 

24 that year, and the contractor has not elected to carry over 

25 entitlement water from the prior year pursuant to the provisions 

26 of Article 12(e), the contractor may sell such annual 

27 entitlement for use outside its service area in accordance with 

28 the following provisions. 

56 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

0 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

(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. 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 water remaining in the Pool 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 placed 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 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 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 purchased 

by contractors or the State by March 1 may be withdrawn from the 

Pool by the selling contractor. 
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1 (4) Each year the price per acre-foot to be paid by the 

2 State to contractors selling water remaining in the Pool or 

3 placed in the Pool after February 15, but on or before March 15 

4 that is purchased by a contractor requesting such purchase by 

5 April 1 or by the State on April 1 shall be equal to twenty-five 

6 percent (25%) of the Delta water rate as of that date. The price 

7 per acre-foot to be paid to the State for the purchase of water 

8 from the Pool by a contractor placing a request for such purchase 

9 between March 2 and April 1 shall be equal to twenty-five percent 

10 (25%) of the Delta water rate as of the later date. Any water 

11 placed in the Pool on or before March 15 that is not purchased by 

12 a contractor or the State by April 1 may be withdrawn from the 

13 Pool by the selling contractor. 

14 (5) If there are more requests from contractors to purchase 

15 water from the Pool than the amount in the Pool, the water in the 

16 Pool shall be allocated among those contractors requesting such 

17 water in proportion to their annual entitlements for that year up 

18 to the amount of their requests. If requests to purchase water 

19 from the Pool total less than the amount of water in the Pool, 

20 the sale of Pool water shall be allocated among the contractors 

21 selling such water in proportion to their respective amounts of 

22 water in the Pool. 

23 (6) Any water remaining in the Pool after April 1 that is 

24 not withdrawn by the selling contractor shall be offered by the 

25 State to contractors and noncontractors and sold to the highest 

26 bidder: _Provided, that if the highest bidder is a noncontractor, 

27 all contractors shall be allowed fifteen days to exercise a right 

28 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 water as if such water 

were entitlement water, as well as all incremental operation, 

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 nonpower costs which would not be incurred if 

such water were not scheduled for or delivered to the buyer. 

Only those buyers not participating in the repayment of a reach 

shall be required to pay any use of facilities charge 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 Article 12(e). 

Any cont.ractor 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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1 Article 12(e) for carrying over water from the last three months 

2 of that year into the first three months of the succeeding year. 

3 (f) Bona Fide Exchanges Permitted 

4 Nothing in this article shall be deemed to prevent the 

5 District from entering into bona fide exchanges of project water 

6 for use outside the District's service area with other parties 

7 for project water or nonproject water if the State consents to 

8 the use of the project water outside the District's service area. 

9 Also, nothing in this article shall be deemed to prevent the 

10 District from continuing those exchange or sale arrangements 

11 entered into prior to September 1, 1995, which had previously 

12 received any required State approvals. A "bona fide exchange" 

13 shall mean an exchange of water involving a contractor and 

14 another party where the primary consideration for one party 

15 furnishing water to another is the return of a substantially 

16 similar amount of water, after giving due consideration to the 

17 timing or other nonfinancial conditions of the return. 

18 Reasonable payment for costs incurred in effectuating the 

19 exchange and reasonable deductions from water delivered, based on 

20 expected storage or transportation losses may be made. A "bona 

21 fide exchange" shall not include a transfer of water from one 

22 contractor to another party involving a significant payment 

23 unrelated to costs incurred in effectuating the exchange. The 

24 State, in consultation with the contractors, shall have authority 

25 to determine whether transfers of water constitute "bona fide 

26 exchanges" within the meaning of this paragraph and not disguised 

27 sales. 

28 
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1 (g) Other Transfers 

2 Nothing in this article shall be deemed to modify or amend 

3 the provisions of Article 15(a), or Article 41, except as 

4 expressly provided for in subdivisions (c) and (d) of this 

5 article. 

6 

7 28. All balances of wet weather and Article 12(d) water 

8 otherwise available to any contractor executing the Monterey 

9 Amendment shall be eliminated as of the effective date of such 

10 amendment and no new balances for such water shall be 

11 established. 

12 

13 29. Effective Dates and Phase-in, 

14 (a) No Monterey Amendment to any contractor's water supply 

15 contract shall take effect unless and until both of the following 

16 have occurred (1) the Monterey Amendments to both the Kern County 

17 Water Agency's and The Metropolitan Water District of Southern 

18 California's contracts have been executed and no legal challenge 

19 has been filed within sixty days of such execution or, if filed, 

20 a final judgment of a court of competent jurisdiction has been 

21 entered sustaining or validating said amendments; and (2) the 

22 State has conveyed the property which constitutes the Kern Fan 

23 Element of the Kern Water Bank to Kern County Water Agency 

24 pursuant to the Kern Water Bank Contact provided for in Article 

25 52 either on or before October 1, 1996 or, if the conveyance on 

26 such date has been prevented by an interim court order, within 

27 ninety days after such court order has become ineffective so long 

28 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 and 

The Metropolitan Water District of Southern California. 

(b) The State shall administer the water supply contracts 

of any contractors that do not execute 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) If 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 conveyance 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 Contract shall be of no force and effect 

except as provided in subdivisions (e) and (f) of this paragraph. 

(e) Notwithstanding subdivisions (c), (d) and (f) 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 
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or unenforceable, and if Articles 52 and 53 (i) have been 

implemented (i.e., the property which constitutes the Kern Fan 

Element of the Kern Water Bank has been conveyed by the State and 

the 45,000 acre-feet of annual entitlements have been 

relinquished to the State), the implementation of the 

relinquishment shall not be reversed unless the implementation of 

the conveyance is also reversed, and conversely, implementation 

of the conveyance shall not be reversed unless implementation of 

the relinquishment is also reversed. Nothing in this subdivision 

shall affect any party's right to seek additional damages, 

compensation or any other remedy available at law or in equity. 

(fl The total invalidity or unenforceability of one 

contractor's Monterey Amendment as provided for in subdivision 

(cl of this paragraph or of all contractor's Monterey Amendments 

as provided for in subdivision (d) of this paragraph or of the 

Kern Water Bank Contract as provided for in subdivision (d) of 

this paragraph may be avoided only if such invalidity or 

unenforceability is explicitly waived in writing signed by the 

State, Kern County Water Agency and The Metropolitan Water 
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District of Southern California. In cases arising under 

subdivision (c) or (d), the affected contractor whose Monterey 

Amendment has 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 ~irst above written. 

Approved as to legal form 
and sufficiency 

ckf Counsel 
Department of Water Resources 

ATTEST: 
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AMENDMENT NO. 16 
WATER SUPPLY CONTRACT 

STATE OF CALIFORNIA 
THE RESOURCES AGENCY 

DEPARTMENT OF WATER RESOURCES 

AMENDMENT NUMBER 16 
TO THE WATER SUPPLY CONTRACT BETWEEN 

THE STATE OF CALIFORNIA 
DEPARTMENT OF WATER RESOURCES AND 

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

THIS AMENDMENT to the Water Supply Contract, made thisd2,_ day of 

inu1 , 1997, 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 San Bernardino Valley Municipal Water 

District, herein referred to as the 'District;" 

WHEREAS, the State and the District have entered into and subsequently 

amended the Water Supply Contract, herein referred to as the 'Contract,• providing that the 

State will supply certain quantities of water to the District, and providing that the District shall 

make certain payments to the State, and setting forth the terms and conditions of such supply 

and such payments; 

WHEREAS, the State, the District, and the San Gorgonio Pass Water Agency, 

herein referred to as the 'Agency,' desire to extend the State Water Project facility, 

Edmund G. Brown California Aqueduct, East Branch from Devil Canyon Powerplant through the 

District's service area to the Agency's service area near Little San Gorgonio Creek and South 

Noble Creek Spreading Grounds, herein referred to as the "East Branch Extension;' 
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AMENDMENT NO. 16 
WATER SUPPLY CONTRACT 

WHEREAS, the District has constructed and placed into operation conveyance 

and pumping facilities within its service area without State participation. Those facilities are as 

follows: Phase I and II Foothill Pipeline, Santa Ana River Crossing (SARC) Pipeline, Greenspot 

Pump Station, Morton Canyon Pipeline, Greenspot Pipelines (Phase I, II and Ill), and Yucaipa 

Pipeline; 

WHEREAS, the Agency's capacity rights in the District's existing conveyance 

facilities are 32 cubic feet per second in the Foothill pipeline, 5 cubic feet per second in the 

Greenspot Pump Station, and 16 cubic feet per second in the remaining pipeline facilities; 

WHEREAS, the Agency has also participated in other District facilities which are 

not part of this agreement; 

WHEREAS, the Agency desires to assign its capacity use rights in the District's 

pipeline facilities to the State, provided certain conditions are met as provided herein; 

WHEREAS, the District, Agency, and the State have completed a feasibility 

report, entered into contracts entitled "California Aqueduct East Branch Extension to San 

Gorgonio Pass Participation Agreement• on February 20, 1996 [Preliminary Design] and 

"California Aqueduct East Branch Extension to San Gorgonio Pass Participation Agreement' on 

August 20, 1996 [Final Design and Construction] and, as a result thereof, the parties desire the 

State to construct new conveyance and pumping facilities to complete the extension of the East 

Branch to the Agency's service area; 

WHEREAS, such design and feasibility reports concluded that the facilities could 

be constructed at cost estimates as set out on Exhibits '8-1' and 'B-2' of the Final Design and 

Construction agreement; 
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WATER SUPPLY CONTRACT 

WHEREAS, the District and the Agency desire to participate together in the new 

conveyance and pumping facilities of the East Branch Extension through the District's service 

area to Garden Air Creek, south of the San Bernardino-Riverside county line, and the Agency 

desires to participate in the new conveyance and pumping facilities of the East Branch 

Extension within its service area from Garden Air Creek, south of the San 

Bernardino-Riverside county line to the Little San Gorgonio Creek and South Noble Creek 

Spreading Grounds, as defined in the Final Design and Construction agreement; 

WHEREAS, the State and the District desire to make certain changes and 

additions to the 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 Contract: 

1. Article 1 (hh) is amended to add the following items: 

9. (intentionally left blank) 

1 o. (intentionally left blank) 

11. The East Branch Extension Facilities 

2. Article 24(b) is amended to change 'Table B' to "Table 8-1." 

3. Article 24(i), is added to read: 

i. Notwithstanding provisions of Article 24(a) through 24(d), capital costs associated with 

East Branch Extension Facilities as defined in Article 59(a) shall be collected under the East 

Branch Extension Transportation Charge [Article 59(b )). 

4. Article 25(c) is amended to change 'Table B' to 'Table 8-2." 

5. Article 26(c) is amended to change 'Table B' to 'Table B-1' and 'Table 8-2." 
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6. Article 57 is intentionally left blank for future use. 

7. Article 58 is intentionally left blank for future use. 

8. Article 59 is added to read: 

59. EAST BRANCH EXTENSION 

a. East Branch Extension Facllltles 

AMENDMENT NO. 16 
WATER SUPPLY CONTRACT 

"East Branch Extension Facilities• shall mean all SWP facilities on the 

Edmund G. Brown California Aqueduct, East Branch, beginning at the Devil Canyon 

• Powerplant Afterbay and extending to the terminus at Noble Creek in the vicinity of 

Beaumont, Riverside County. 

b. East Branch Extension Transportation Charge 

The payments to be made by the District shall include an annual charge under the 

designation East Branch Extension Transportation Charge. The East Branch Extension 

Transportation Charge shall consist of a capital cost component. The capital cost 

component shall be sufficient to return to the State, an amount equal to all capital costs 

allocated to the District and any financing costs allocated to the District which the State 

incurs for the East Branch Extension Facilities. 

1. Financing of Allocated Capltal Costs by District 

A. The District may elect to pay a portion or all of the capital costs of the East 

Branch Extension Facilities allocated to the District by furnishing funds to the State 

either in advance of the State incurring the capital costs, or in advance of the State 

issuing long-term revenue bonds to finance such capital costs. The District may 
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elect in writing to use this option as to any portion of the East Branch Extension 

Facilities not yet financed through long-term revenue bonds issued by the State. 

B. Unless otherwise agreed to by the District and the State, interest earned on any 

funds advanced pursuant to this paragraph shall be credited to reduce payments due. 

from the District under this Contract. Interest earned shall be calculated at the 

State's Surplus Money Investment Fund rate. If and to the extent the District elects 

to advance funds prior to the issuance by the State of short-term revenue bonds 

(including commercial paper notes), subparagraph (b)(2) of this article shall not apply 

to any portion of such funds advanced prior to the issuance by the State of 

short-term revenue bonds. If and to the extent the District elects to advance funds 

after the issuance by the State of short-term revenue bonds but before the issuance 

by the State of long-term revenue bonds, such advances for capital costs financed 

by the State with short-term revenue bonds shall include allocable financing costs for 

short-term revenue bonds including, but not limited to, allocable marketing expenses, 

line of credit fees, and interest charges calculated at the weighted average melded 

rate for the short-term revenue bonds. 

2. State Revenue Bond Financing Costs 

If the District does not advance all of the allocated capital costs of the East Branch 

Extension Facilities and the State issues revenue bonds or other debt instruments to 

finance all or a portion of such capital costs, the portion of allocated capital costs not 

advanced pursuant to subparagraph 1 shall be recovered from the District through a 

revenue bond charge each year that shall return to the State an amount equal to the 
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District's allocated portion of the annual financing costs the State incurs in that year (or 

any prior year to the extent not previously recovered) for that portion of the East Branch 

Extension Facilities constructed in whole or in part with funds from revenue bonds. 

Annual financing costs shall include, but not be limited to, the following Items to the 

extent not provided for from revenue bond proceeds: bond marketing expenses, 

premiums for bond insurance or other credit enhancement, annual revenue bond 

principal and interest, and any additional requirements for bond debt service coverage 

and deposits to reserves. The State shall provide credits to the District for excess 

reserve funds, excess debt service coverage, interest, and other earnings of the State 

in connection with repayment of such revenue bond financing costs, when and as 

permitted by the bond resolution. When such credits are determined by the State to be 

available, such credits shall be provided to the District. Reserves, bond debt service 

coverage, interest, and other earnings may be used in the last year to retire the bonds. 

3. State Non-Revenue Bond Financing Costs 

The State may use any of its available funds other than revenue bonds to finance all 

or a portion of the capital costs of the East Branch Extension Facilities. Until revenue 

bonds or other debt instruments are issued by the State, the District shall pay interest at 

the State's Surplus Money Investment Fund rate on whatever funds are used for 

temporary financing. 

4. East Branch Extension Minimum Operation, Maintenance, Power, and 

Replacement Costs 
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The District shall pay the minimum operation, maintenance, power, and replacement 

costs for the East Branch Extension Facilities as calculated and allocated according to 

Article 25. There shall be no separate minimum operation, maintenance, power, and 

replacement component of the East Branch Extension Transportation Charge. 

5. East Branch Extension Variable Operation, Maintenance, Power, and 

Replacement Costs 

The District shall pay the variable operation, maintenance, power, and replacement 

costs associated with deliveries of water through the East Branch Extension Facilities 

as calculated and allocated according to Article 26. There shall be no separate variable 

operation, maintenance, power, and replacement component of the East Branch 

Extension Transportation Charge. 

9. "Tables• is replaced by Tables 8-1 and B-2 as follows: 
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TAILll-1 
PROPOfl110N 01' CAPITAL COITI 01' PflOJICT TRANSPORTATION l'ACLtTIEI 

ALLOCATIDTO 
SAN BIRNARDWO VALUY MUNICIPAL WARR DIITIICT 

AMENOMENT NO. 16 
WATEA SUPPLY CONTRACT 

TOTAL FOR PROJECT DSTRICT PARTICIPATION 

AOUEDIJCT REACH 
(Oncnbed in Tabla Hand II 

CAUl'OflNIA AQUBKJCT 
DEL TA 1tRJ BETHANY FIESERV01R 31 
BETHANY RESERVOIR TO ORESTIMSA CREEK IV 
OFIESTIMBA CFIEEK TO a NEILL FOFIEBA Y IV 
a NEILL FOREBAY TO DOS AMIGOS Pl.11.F!NO PLANT 'JI 
DOS AMIGOS PUMPING PLANT TO PANOCHE CAEEK 
PANOCHE CREEK TO FIVE POINTS 
FIVE POINTS TO ARROYO PASAJERO 
ARROYO PASAJERO TO KETTLE MAN CITY 
KEmEMAN CllY THAU MILHAM AVENUE 
MILHAM AVENUE TI-IRU AVENAi.. GAP 
Ave.AL GAP THAU TWISSELMAN ROAD 
TWSSELMAN ROAD THAU LOST HILLS 
LOST HILLS TO 7TH STANDARD ROAD 
7TH STANDAAD FIOAD THFIU ELK HILLS ROAD 
ELK HILLS ROAD THAU T\JPMAN ROAD 
TUPMAN FIOAO TO BUENA VISTA PUMPING PLANT 
BUENA VISTA PlWING PLANT THAU SANTIAGO CREEK 
SANTIAGO CREEK THAU OLD RIVER ROAD 
OlD RIVER FIOAO TO WHEELER RIDGE PUMPING PlMIT 
WHEEU:R RIDGE PUMPING PLANT TO 
WIN) GAP PUMPING Pl.ANT 

WIN) GAP PUtM'INQ PLANT TO A.O. EOMONOSTON 
Pl.WING PLANT 

A.O. ECMONSTON PUMPING PLANT TO 
CARLEY V. POATEFl TUNNEi. 

CARLEY V. TUNNEL TO JUNCTION, WEST BRANCH 
CAUFOANIA AQUEDUCT 

JUNCTION.WEST BRANCH CALIFORNIA AQUEDUCT THAU 

0 
COTTONWOODCl-«JTES 

, COTTONWOOO CHUTES TO FAIRMONT 
FAIRMONT THAU 70TH STREET WEST 
701H STREET WEST TO PALMDALE 
PALMDALE TO UTTLEROCK CFIEEK 
UTTLEROCK CFIEEK TO PEARBLOSSOM PUMPING Pt.ANT 
PEAREILOSSOM PUMPING PLANT TO WEST FORK 

MOJAVE RIVER 
WEST FORK MOJAVE RIVER TO SILVERWOOD LAKE 
CEDAR SPRINGS DAM ANO SILVERWOOD LAKE 516'7I 
SILVERWOOO LAKE TO SOUTH PORTAL, 

SAN IEFINAROINO TUNNEl 
SOUTH PORTAL. SAN BERNARDINO TUNNEL 
lHRU DEVIL CANYON POWERPLANT 

DEVll CANYON POWERPLANT TO BARTON ROAO 

IAIT IIIANCN extaN9tON PHAY I 

n:IANSPORTATIONFACI 11E$ 
Total of 

Maximum Annual ....... .... , - -- -En- - ""'""' - AMU• c- -.... Capacilin c.,o Eflli .. rnent .,.,_ .. u-... . ...... 
ConlractotS .. ,,,,... ..... ,,,_ 

to Total Cubic-Feet c- of 
Tho ........ Cubio.J=Nt ol o!ACNIFNI 

.. _ 
•• to Total ...... ·-... ......... Ooh<> ,-v- ....... - ----y.., 1-•41 1~'" ~ 1/ ......... 1/ 

4,Ul.2020 8,424.64006 109.1152 o.~1 186.02810 0.02116273 0.02'J62867 
4,132.8950 8, 123.68030 101U706 0.0216C1161 185,00407 0.02277340 0.024&1101 
4.105.8390 8,07t.53a49 101U023 0.02664554 184,06860 0.02210467 0.02472S11 
4,099.0150 8,0I0.43333 109,2226 0 ......... 1ea.n2&2 0,02279938 0.02472246 
4,092.0250 8,048.795S9 109.0342 0.0266'554 183AOW 0.02279382 0.02'471968 
4,013.2250 8.034.31239 108.7917 0.02614553 183.07885 0.02278687 D.02471620 
4,06U700 8.012.41557 106.4465 0.02664513 182.4'561 O.Q22n638 0.0247109& 
4,065.7350 8.005.52505 108.3337 0.02684&&,4 182.30985 o.022n300 0.02470927 
4,060.4000 7.916.74400 108.1116 0.02664656 182.07516 0.02278876 0.02470716 
3,"2.2500 7,718.18913 108.1889 0.0270N73 182.07152 0.02334712 0.0,522313 
3.685.1000 7 ,D25.278S9 107.9912 o.- tl1.7512S O.o2587218 0.0275al59 
3,631.IOOO i,874.41839 107.8068 0 ......... 181.44096 0.02800338 0.o2803043 
3,356.1000 8,069.13416 107.HIO 0.- 111,0UIM 0.02983640 0.03003500 
3,228.IOOO 5.186.61118 107.4731 0.03328783 180.81338 0.03180fll5 0.03254189 
3,217.IOOO 5.683.H5BI 107.2387 0.0333260a 110.5042& 0.03186888 0.03259741 
3,006.3000 S.127.18196 107,1287 0.03583407 110.32321 0.03517011 0.03540212 
2,888.2000 u12.201n 106Jil093 0.03701581 171.16538 0.03739772 0.03720681 
2,845.3000 4,691.43017 101.7094 0.03750374 171.63636 0.03829032 0.037U703 
2,780.IOOO 4,504.07343 106.sut 0.03832239 179.40182 0.03983102 0.03Sl07670 

2,744.7000 4.401,11232 108.4211 0.0387761!i 1711.17468 0.04071058 0.03974336 

2,673.9000 4,191.01625 105.3979 0.03979128 179.12365 0.04273191 0.04126651 

2,512.5000 3.131,331"4 106,1870 0.04111791 178.77653 0.045382(5 0.04325018 

2,577.5000 3,930.21500 105.1870 0.04119767 178.77653 0.04548772 0.04334270 

1,020.3000 1,117 .25183 106.1821 0.10407027 178.76978 0.110£3861 0,10730448 
1,019.5000 1,115.94309 105.0916 0.10407023 178.63217 0.1105'311 0.10730707 

948.1000 1,411.21380 105.7042 0. 11172124 177.98187 0.11871680 0.11522152 
895.4000 1,428.23031 105.3020 0, 11780331 1n.31ua 0.12411366 0.12087843 
874.IIOOO 1,397 .27500 HM.9257 0.11992871 178.70051 0.128480a0 0.1231 .. 79 
8'0.0000 1,37S.97931 104.7098 0.12175551 176.34516 0.12816975 0.1:k95766 

8'8.4000 1,359.n122 , ....... 0.12331190 176.20492 0.1295M24 0.12645207 
728.3120 1,180.92002 103"5<4 0.141!t0151 11,.11426 0,14743950 0.14467451 

1,070.2975 1,872.64000 152.3481 0.14234184 17.01500 0.23423733 0.222-43002 

715.0000 t,203.34297 102.6000 0.1'349650 187.08932 0.156'5802 0.14947721 

715.0000 1,203.34217 102.6000 0.1'3'8650 187.06932 0.15645802 0.149'7726 ,.. __ 
444.15$10 13.7000 0.04628378 24.97904 0.05623815 0.06128137 

Faciiin oWIMd by SSVMWD and shar•d ~ SGPWA. 
DEVIL CANYON POWEAPLANT AFTERBAY TO JUNCTION 
F001HILl PIPELINE NEAR CONE CAMP ROAD 

.11.N:TION, FOOTHILL PIPELINE NEAR CONE Cotls 'llill b9 allocatad #Id ch.-Q9d pul'SUM1 to a lhrH-paity O&M agreernant signad prior to comp.lion ot Phase I conltrucbori . 
CAMP ROAD TO CRAFTON HILLS PUMP STATION 

CRAFTON ._,LS PUMP STATION TO GARDEN AIR CREEK. 
SOUTH OF SAN BERNARDINO~VERSIDE COIMN LINE 

IAIT IRANCN IXTINIION PNAU I 

39.2380 72.00000 21.9380 0.56910087 40.CNJOO 0.55555556 

Facilitin oWINd by SBVMWO aM shared by SGPWA.. DEVIL CANYON POWEAPLANT AFTERBAY TO JUNCTION 
F001Hlll PIPELINE NEAR CONE CAMP ROAD 

JUNCTION, FOOTHILL PIPS.INE NEAR CONE CAW 
A0AO TO MENTONE PUMP STATION Coal allacation to b• deterriwd at hma of compl9tl0r'I ol Ph ... II. 

MENTONE PUMP STATION TO CRAFTON HILLS 
PUM'STATION 

CRAFTON HILLS PUt.F STATION TO GARDEN AIR CREEK 
SOUTI-1 OF SAN BEANAFIDINO-RIVERSIDE COUNlY LINE 39.2380 88.00000 

11 As irlcfHNd b1 an allowaftc• to oomp9MM for lo- a• provided in Miele 24(bl(2). 
"I/ BaNd on INlamllffl vahlH atterlhe end ot 1N pro,aot dwelopnant pariod. 
3/ Coats alocawd to_.., transportation. 
41 St• c::as-cit, onljl. 
" fleNl'WMI" eapacily lf'I lhouHM• of acre-Ifft. 
II ..........,m Annual Er!Uteman1• r•preunl«I as capacily in cubic--lNI per NCOl'ld tor 

con,,.,._ thfougtl 1M feHIVOII", ocludin9 -WMf loun. 
1, Ant--,. ot Ratios ■ -.vna11011 ol ,lllio ol MuirN1m Annllal EnUtlemtnt and ratio tor 

Maxirrum Capac:ily weighted by 0.11929152 and 0.8807048 rapactiwti, tor Cedar Springs 
Darn -,Id Sihtflwood Lake. 

• 

21.9380 0.55810087 40.0000 0.45454$45 

0.55732821 

0.50682311 



AMENlMENT NO. 16 
WATER SUPPLY CONTAACT ......... 

PROPOlfflDN o, .... UMcolTIOP PRO.IICT TIIANIPDRTATION PACIUllll 
ALLOCATIDTO 

UN URNMDINO 'IALLIYIIUNCIPAL WA.TIii DISTIICT 
TOTAL FOR PROJECT CtSTf\JCT PAATICIPA. TtON 

AQUEDUCT FIEACH 
IDffcnbed in Tabin Hand I) 

CALIPORfrlA AQUIDUCT 
DELTA 11-ftJ BETHANY RESERVOIR 31 
BETHANY RESERVOIR TO ORESTIMBA CREEK 31 
OAESTIMBA CREEK TO C NEILL FORE BAY 3/ 
0 NEILL FOREIAY TO DOS AMIGOS PUMPING PLANT 31 
DOS AMIGOS PUMPING PLANT TO PANOCHE CREEK 
PANOCHE CflEEK TO FIVE POINTS 
FIVE POINTS TO ARROYO PASAJERO 
ARROYO PASAJERO TO ICETTLEMAN CITY 
KETTLEMANCITYTHRUMLHAMAVENUE 
Mil.HAM AVENUE n-tRU AVENAL GAP 
AVENAL GAP THRU 'TYASSELMAN ROAD 
TWISSElMAN ROAD THRU LOST HILLS 
LOSF 1-&.LS TO 7TH STANOAFIO ROAD 
7TH STANDARD ROAD THFIU ELK HILLS ROAD 
ELK HILLS ROAD THRU TUPMAN ROAD 
TUPMAN ROAD TO BUENA VISTA PUMPING PLANT 
BUENA. VISTA P\JhPING PLANT THAU SANTIAGO CREEK 
SANTIAGO CREEK THRU CLO AIVER ROAD 
01.0 RIVER ROAD TO WHEELER RIDGE PUMPING PUNT 
WHEaEF\AIDGE PUMPING PUNT TO 
WIND GAP PUWtNG PLANT 

WIND GAP PUMPING PLANT TO AO. EDMONOSTON 
PI.IM'ING PLANT 

AD. EDMONSTON PUMPING Pt.ANT TO 
CAAi.EV V. PORTER TUNNEL 

CARLEY V. TUNNEL TO JUNCTION, WEST BRANCH 
CAUFOAMA AOUEOUCT 

JUNCTION.WEST BAANCH CALIFORNIA AQUEDUCT THAU 
COTTONWOOO CHUTES 

.,,..,...__ COTTc»MIOOD CHUTES TO FAIRMONT r '. FAIRMONT THRU 70TH STFIEET WEST 
, 70TH STREET WEST TO PALMOALE 

PALMOALE TO umEROC:K CREEK 
umEROCK CREEK TO PEARBLOSSOM PUMPING Pl.ANT 
PEAABLOSSOM PUWING PLANT TO WEST FORK 

MOJAVE FUVER 
WEST FORK MOJAVE RIVER TO SILVERWOOD LAKE 
CEDAR SPRINGS DAM ANO SILVEFIWOOO LAKE 5/ 
SILVEAWOOO LAKE TO SOUTH PORTAL, 
SAN BEANAFIDINO TUNNEl 

SOUTH PORTAL, SAN BERNARDINO TUNNEL 
THAU OE'IIIL CANVON POWEAPLANT 

OEVtL CANYON POWERPLANT TO BARTON AOAD 

lAST IIIANCH EXTIHIION PHASE I 

TFIANSPORTATIONFAC111TIES 
T°"'ol -Maximum Allnual T°"'ol 

_ ... ........ Mail'l'llffl .......,, 
Enlillanantl ........ -- Annual ., ..... c- . ... .. "' Capacllff - Entilefflffl; Entillfflwnt '" Muffllffl Avarage 
Conlraotors ~ -- ,. ....... 1oTolal CubiQ.ffft - .. ............ Cubic-FM! .. .. .-"' ofMuimum ... .,,_ Raliol .,_.., ... - -~ .,.v ... ....... ...... ---- Year tnJ41 ti.,., ~ ti Entillemetd ti 

·- 8,.2'.MOOI 109.1152 0.02521r,U1 186.02810 0.02115273 0.02362867 
•. 132.8D50 8, 123.89030 109.1701 0.02960U1 186.00I07 0.02277340 0.02418101 
,.,os.8390 8,071.63340 10CU023 0,0296155' 184-- 0.02280417 0.02472611 
4,099.0ISO M80.43933 100.2226 0.02664554 183.772112 0.022791138 0.02472246 
4,092.0250 8,048. 71659 1(11,03,42 0.0298465' 183. ..... 0.022793U 0.02-471911 
4,083.2250 8.034.31231 t08.7ff7 0.02984553 1....- 0.02278887 0.02471620 
4,011.9700 1.012.49557 108.4415 0.0298'513 182.4H5t 0.02277636 0.02471095 
4,065.7350 8.00!i.5250S 108.3337 0.02664554 182.301186 0.02277300 0.02470127 
4,080.4000 8.184.74400 101.1111 0.026MSSS 182.075N 0.02224m 0.02444561 
3,992.2500 7,Nfl.18113 101.tlff 0.02701173 182,07152 0.02279830 O.OZ494to1 
3,685.1000 7.213.27851 107.1912 O.OfflOIIO 181.75928 0.02&19787 0.02725243 
3.831.6000 7,012.41131 107,8051 0.02H8548 181.44088 0.02SOO&O 0.02718814 
3,351.8000 t.257.93'11 107,$980 , __ 

111.01894 0.028139011 0.0304.Mll7 
3,221.8000 6.874.68111 107.4731 0.03321783 1ao.- 0.03071198 0.03203991 
3,217.8000 6.851.91589 107.2367 

, __ 
1I0.60'21 0.03084506 0.03208558 

3,006.3000 5,315.11191 107.1267 0.03563407 180.32321 0.03392619 O.Ol478013 
2,B&&.2000 S,000.20177 101.9093 0.03701511 179.a&S3& 0.03SH182 0.03650378 
2,MS.3000 4,871.43017 , 108.7014 0.03750374 179.63636 0.03881603 0.03715939 
2,780.IOOO 4,892.07343 108.6&69 0.03832230 179.40182 0.03823508 0.03827874 

2,744.7000 4,688.18232 101.4289 0.03877&15 179,17461 0.03904213 0.03190!M9 

2,873.8000 4,378.01 &26 101.3171 0.03978128 171.12385 0.04090500 0.04034814 

2.682.5000 4,127.33144 106.1170 0.04111791 111.nw 0.04331528 0.04221860 

2.sn.sooo 4.111.21500 106.1870 0.04119717 17B.n653 0.04341117 ,_.,....... 
1,020.3000 1,617.25983 106.1829 0,10407027 171.78978 0.11053888 0.10730448 
1,019.5000 1,815.94309 106.0HS 0.10407023 17B.13267 0.11054381 0.10730707 

"6.1000 1,499.21389 105.7042 0.11172124 177.18187 0.11871fl80 0.11522152 
891.4000 1,428.23031 105.3020 0,11780331 177.31988 0.12415356 0.12087843 
874.9000 1.397.27500 104.9257 0.11892879 '78.70051 0.12648080 0,12319471 
860.0000 1.375.97931 104.TIMIB 0.12175558 171.34516 0.12815975 0.12'15768 

848.4000 1,358.77122 104.6248 0.12331990 176.20492 0.12968424 0.12645207 
728.3120 1,180.92002 103.3544- O.l4190H1 174,11421 0.14743160 0.14'17451 

1,070.2075 1,872.14000 152.3411 0.14234184 17.01500 0.2342'J733 0.22243002 

715.0000 2,011.34297 102,IOOO 0.14349150 187.08932 0.09300717 0.1182518' 

715.0000 1,203.34297 102.8000 0.14349650 187.01932 0.15645802 0,14947728 
.... 0000 444.15010 117000 0,04128378 2Untl4 0.05123895 0.05128137 

Faeiitin owned ~ SBVMWD and shared by SGPWA, 
DEVIL CANYON POWEFIPUNT AFTEREIAY TO JUNCTION 
FOOTI-ILL PIPELINE NEAR CONE CAMP ROAD 

JUNCTION, FOOTHILL PIPELINE NEAR CONE Cottt will be~ and charged purauanl to 8 tllree•pa,ty 01.M agreement sigMd prior lo camplation of PhaN I combUl:lion. 

CAMP ROAD TO CRAFTON HILLS PUMP STATION 
CRAFTON HIUS PUMP STATICJNTO GARDEN AIFI CREEK, 

SOUTH OF SAN BERNARDINO-RIVERSIDE COUNTY LINE 

HIT BRANCH EXTINSION PHASE I 
ucVIL CMIYON POWERPU.NT AFTERBAY TO JUNCTION 
FOOTHILL PIPELINE NEAR CONE CAMP ROAD 

30.:2:IIO 72.00000 21.9380 0.55910087 40.0000 0.55555566 

Facililiell owned~ S8VMWO and tMred bySGPWA. 

JUNCTION, FOOTHILL PIPELINE NEAR CONE CAMP 
ROAD TO MENTONE PUMP STATION COIi eMocation to be determined et titre ol ccmplet,on all Phaw 11. 

MENTONE PUMP STATION TO CRAFTON HILLS 
PUJM>STATION 

CRAFTON HILLS PUMP STATION TO GARDEN AIR CREEK 
SOUTH OF SAN BEFINAROINO.fllVERSIOE COUNTY LINE 30.2380 ae.00000 

11 As iincrnHd ~ M alow.nce to c:ompenuta kif loRn u p,Wcled in Arldtl 24(b)(2}. 
'lJ Sated on mutmUffl velun after tlle .-id of the projec:lt ffllelopment period. 
31 Cotti alocaled to water trantpOr1UOfl, 
41 State~ oni.,. 
s, Rffervoircapaoty in thousands of acr•lffl. 
ti ~/vln\111 EnllUements represenllld H ~i=ily in ~leet per ncond lot 

conveyance through tt,e resen,oir, HCluding rnervotr IOSNS, 
71 Average 01 Ratios i9 9UJNMltan of ra110 of Mluumurn Annuat Efllitl-nl and ral:10101 

Muimwm C.-City we,gtrted ~ 0.11929152 and 0.8&070461NpllCIN~ tor Ced11 Springs 
D.m and Silverwood Laite. 

• 

21.9380 0.55910087 40.0000 0."5454546 
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AMENDMENT NO. 16 
WATER SUPPLY CONTRACT 

10. Table His added to read: 

TABLE H 

PROJECT TRANSPORTATION FACILITIES 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

1. The California Aqueduct extending to a turnout at the Devil Canyon Powerplant Afterbay, 

to the extent such aqueduct is determined by the State to be required for water transportation. 

2. An East Branch Extension Aqueduct, beginning on the East Branch Aqueduct at the 

Devil Canyon Powerplant Afterbay and extending to a turnout at Garden Air Creek. south of the 

San Bernardino-Riverside County Line. 
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11. Table I is added to read: 

TABLE I 
AQUEDUCT REACHES 

AMENDMENT NO. 18 
WATER SUPPLY CONTRACT 

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

Aqueduct Reach 

CALIFORNIA AQUEDUCT 
Delta Thru Bethany 

Reservoir 

. Bethany Reservoir to 
Orestimba Creek 

Orestimba Creek to 
O'Neill Forebay 

O'Neill Forebay to Dos 
Amigos Pumping Plant 

Dos Amigos Pumping Plant 
to Panoche Creek 

Panoche Creek to 
Five Points 

Five Points to 
Arroyo Pasajero 

Arroyo Pasajero to 
Kettleman City 

Kettleman City Thru 
Milham Avenue 

Milham Avenue Thru 
Avenal Gap 

Major features of Reach 

Clifton Court Forebay 
Intake Channel 
Fish Protective Facilities 
Delta Pumping Plant 
Bethany Dam and Reservoir 
Aqueduct 

Bethany Dam and Reservoir 
Aqueduct 

Orestimba Creek Siphon 
Aqueduct 

O'Neill Dam and Forebay 
Los Banos Reservoir 
Aqueduct 

Dos Amigos Pumping Plant 
Little Panoche Reservoir 
Aqueduct 

Aqueduct 

Aqueduct 

Aqueduct 

Aqueduct 

Aqueduct 
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Aqueduct Reach 

CALIFORNIA AQUEDUCT (Continued) 

Avenal Gap Thru 
Twisselman Road 

Twisselman Road Thru 
Lost Hills 

Lost Hills to 7th 
Standard Road 

7th Standard Road Thru 
Elk Hills Road 

• Elk Hills Road Thru 
Tupman Road 

Tupman Road to Buena 
Vista Pumping Plant 

Buena Vista Pumping 
Plant Thru Santiago 
Creek 

Santiago Creek Thru 
Old River Road 

Old River Road to 
Wheeler Ridge Pumping 
Plant 

Wheeler Ridge Pumping 
Plant to Wind Gap 
Pumping Plant 

Wind Gap Pumping Plant 
to A. D. Edmonston 
Pumping Plant 

AMENDMENT NO. 16 
WATER SUPPLY CONTRACT 

Major features of Reach 

Aqueduct 

Aqueduct 

Aqueduct 

Aqueduct 

Aqueduct 

Aqueduct 

Buena Vista Pumping Plant 
Sandy Creek Siphon 
Sunset Railroad Siphon 
Santiago Siphon 
Aqueduct 

Los Lobos Siphon 
San Emigdio Siphon 
Old River Road Siphon 
Pleitilo Siphon 
Aqueduct 

Aqueduct 

Wheeler Ridge Pumping Plant 
Aqueduct 

Wind Gap Pumping Plant 
Aqueduct 
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Aqueduct Reach 

CALIFORNIA AQUEDUCT (Continued) 

A. D. Edmonston Pumping 
Plant to Carley V. Porter 
Tunnel 

Carley V. Porter Tunnel 
Junction, West Branch, 
California Aqueduct 

Junction, West Branch, 
California Aqueduct Thru 
Cottonwood Powerplant 

Cottonwood Powerplant to 
Fairmont 

Fairmont Thru 70th 
Street West 

70th Street West to 
Palmdale 

Palmdale to Littlerock 
Creek 

Littlerock Creek to 
Pearblossom Pumping 
Plant 

Pearblossom Pumping 
Plant to West Fork 
Mojave River 

AMENDMENT NO. 18 
WATER SUPPLY CONTRACT 

Major Features of Reach 

A. D. Edmonston Pumping Plant 
Tunnels #1, 2, & 3 
Siphon #1 
Pastoria Siphon 
Bear Trap Access Structure 

Carley V. Porter Tunnel 
Siphon #4 
TehachapiAfterbay 

Cottonwood Energy 
Dissipator Chute 
Aqueduct 

Aqueduct 

Myrick Siphon 
Willow Springs Siphon 
Johnson Siphon 
Aqueduct 

Ritter Siphon 
Leona Siphon 
Aqueduct 

Soledad Siphon 
Cheseboro Siphon 
Littlerock Siphon 
Aqueduct 

Aqueduct 

Pearblossom Pumping Plant 
Fort Tejon Siphon 
Big Rock Siphon 
Antelope Siphon 
Aqueduct 
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AQueduct Reach 

CALIFORNIA AQUEDUCT (Continued) 

West Fork Mojave River 
To Silverwood Lake 

Cedar Springs Dam and 
Silverwood Lake 

Silverwood Lake to South 
Portal, San Bernardino 
Tunnel 

South Portal, San 
Bernardino Tunnel Thru 

. Devil Canyon Powerplant 

EAST BRANCH EXTENSION PHASE I 

Devil Canyon Powerplant Afterbay 
to Junction, Foothill Pipeline 
near Cone Camp Road 

Junction, Foothill Pipeline 
near Cone Camp Road 
to Crafton Hills Pump Station 

Crafton Hills Pump Station 
to Garden Air Creek, south 
of San Bernardino-Riverside 
County Line 

EAST BRANCH EXTENSION PHASE II 

Devil Canyon Powerplant Afterbay 
to Junction, Foothill Pipeline 
near Cone Camp Road 

Junction, Foothill Pipeline 
near Cone Camp Road 
to Mentone Pump Station 

AMENDMENT NO. 16 
WATER SUPPLY CONTRACT 

Major features of Reach 

Mojave Siphon 

Cedar Springs Dam 
Silverwood Lake 

San Bernardino Tunnel 

Devil Canyon Powerplant 

Foothill Pipeline 

Foothill Pipeline 
SARC Pipeline 
Greenspot Pump Station Annex 
Morton Canyon Pipeline 
Greenspot Pipelines 

Crafton Hills Pump Station 
Crafton Hills Pipeline 
Bryant Pipeline 

Foothill Pipeline 

South leg of Mentone 
Connector Pipeline 
Mentone Reservoir 
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AMENDMENT NO. 16 
WATER SUPPLY CONTRACT 

Aqueduct Reach Major Features of Reach 

EAST BRANCH EXTENSION PHASE II (Continued) 

Mentone Pump Station to 
Crafton Hills Pump Station 

Crafton Hills Pump Station to 
Garden Air Creek, south of 
San Bernardino-Riverside 
County Line 

Mentone Pump Station 
East leg of Mentone 
Connector Pipeline 

Crafton Hills Pump Station 
Crafton Hills Pipeline 
Bryant Pipeline 
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AMENDMENT NO. 16 
WATER SUPPLY·coNTRACT 

IN WITNESS WHEREOF, the parties hereto execute this Contract amendment on the date 

first above written. 

Approved as to legal form 
and sufficiency: 

J_llld1~ 7 l lhf.:ie { - ....._. 
Chief Counsel 
Department of Water Resources 

Attest: 

0 7J~~.uJc?4Lr 
Name 

STATE OF CALIFORNIA 
DEPARTMENT OF WATER RESOURCES 

David N. Kennedy 
Director 

-8 ' s 

SAN BERNARDINO VALLEY MUNICIPAL 
WATER DISTRICT 

_;fy,<5 6 6'£-
.ea~ 

Title 
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State of California 
The Resources Agency 

DEPARTMENT OF WATER RESOURCES 

AMENDMENT NO. 17 TO THE WATER SUPPLY CONTRACT 
BETWEEN 

THE STATE OF CALIFORNIA 
DEPARTMENT 

OF WATER RESOURCES 
AND 

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

This Amendment is made this ~ay of _m,_._ ... 4.._Y+----' 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 San Bernardino Valley Municipal 

Water District, hereinafter referred to as the "District." 

RECITALS 

A. The State and the District entered into and subsequently amended a water 

supply contract (the "contract") providing that the State shall supply certain 

quantities of water to the District and providing that the District 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 

1 
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SAN BERNARDINO VALLEY 
MUNICIPAL WATER DISTRICT 

AMENDMENT NO. 17 

California Department Of Water Resources For Potential Amendments To The 

State Water Supply Contracts" (the "Monterey Agreement"). 

C. 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." 

D. 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 District and the State executed the Monterey Amendment. 

E. 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.4111 892 (2000), 

which case is hereinafter referred to as "PCL v. DWR." 

F. 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, 

(ii) 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 
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SAN BERNARDINO VALLEY 
MUNICIPAL WATER DISTRICT 

AMENDMENT NO. 17 

Water Agency (the "Validation Cause of Action") and execution of amended State 

Water Project contracts for failure to name and serve indispensable parties. The 

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. 

G. 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 

,,'\', 

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. 

H. Pursuant to the Settlement Agreement, the State and the District desire to so 

amend the District's contract, with the understanding and intent that the 

amendments herein with respect to subsections (I), (m), and (n) of Article 1, 
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SAN BERNARDINO VALLEY 
MUNICIPAL WATER DISTRICT 

AMENDMENT NO. 17 

subsection (b) of Article 6, and subsection (a) of Article 16, and to Table A of the 

District's contract are solely for clarification purposes and that such amendments 

are not intended to and do not in any way change the rights, obligations or 

limitations on liability of the State or the District established by or set forth in the 

contract. 

I. 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 District desire to so amend the District's contract. 

NOW THEREFORE, IT IS MUTUALLY AGREED, as follows: 

1. Article 1 (m) is amended to read: 

(m) 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 District at the delivery 

structures provided for the District. 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 District. The Annual Table A Amounts 

and the terms of this contract reflect an expectation that under certain conditions 

the District will receive its full Annual Table A Amount; but that under other 
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SAN BERNARDINO VALLEY 
MUNICIPAL WATER DISTRICT 

AMENDMENT NO. 17 

conditions only a lesser amount, allocated in accordance with this contract, may 

be made available to the District. 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 Amount" will be used and will have the 

same meaning as "annual entitlement" wherever that term is used. 

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

(n) 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 

entitlement" appears elsewhere in this contract it shall mean "Maximum Annual 

Table A Amounts." 
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3. Article 1 (I) is amended to read: 

(I) Minimum Project Yield 

SAN BERNARDINO VALLEY 
MUNICIPAL WATER DISTRICT 

AMENDMENT NO. 17 

"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 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. 

4. Article 6(b) is amended to read: 

(b) District's Annual Table A Amounts 

Commencing with the year of initial water delivery to the District, the State each 

year shall make available for delivery to the District the amounts of project water 
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SAN BERNARDINO VALLEY 
MUNICIPAL WATER DISTRICT 

AMENDMENT NO. 17 

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 District's 

Annual Table A Amounts. 

5. Article 16(a) is amended to read: 

(a) Limit on Total of all Maximum Annual Table A Amounts 

The District'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. 

6. Article 57 is intentionally left blank for future use. 

7. Article 58 is added to read: 

58. 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 
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SAN BERNARDINO VALLEY 
MUNICIPAL WATER DISTRICT 

AMENDMENT NO. 17 

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. 

8. 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. 

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 limitations on liability of the State or the District 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 District's Monterey 

Amendment (all provisions therein) and the Kern Fan Element Transaction. 
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SAN BERNARDINO VALLEY 
MUNICIPAL WATER DISTRICT 

AMENDMENT NO. 17 

IN WITNESS WHEREOF, the parties hereto have executed this amendment on the 

date first above written. 

Approved as to legal form 
and sufficiency: 

ounsel 
epartment of Water 
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STATE OF CALIFORNIA-CALIFORNIA NATURAL RESOURCES AGENCY 

DEPARTMENT OF WATER RESOURCES 
1416 NINTH STREET, P.O. BOX 942836 
SACRAMENTO, CA 94236-0001 
(916) 653-5791 

MAY ro 2019 

Mr. Douglas Headrick 
General Manager 
San Bernardino Valley Municipal 

Water Oistrict 
380 East Vanderbilt Way 
San Bernardino, California 92408-3593 

Dear Mr. Headrick: 

GAVIN NEWSOM, Governor 

Enclosed for your records is an executed original of Amendment No. 18 to the Water 
Supply Contract between the State of California Department of Water Resources and 
San Bernardino Valley Municipal Water District. 

This Contract Extension Amendment extends the term of the contract to 
December 31, 2085 and makes changes to billing procedures and reserves. 

If you have any questions or need additional information, please contact me at 
(916) 653-6271. 

Sincerely, 

Ted Alvarez, Chief 
State Water Project Support Branch 
State Water Project Analysis Office 

Enclosure 



STATE WATER PROJECT WATER SUPPLY CONTRACT EXTENSION AMENDMENT 
Execution Version 

STATE OF CALIFORNIA 
CALIFORNIA NATURAL RESOURCES AGENCY 

DEPARTMENT OF WATER RESOURCES 

AMENDMENT NO. 18 (THE CONTRACT EXTENSION AMENDMENT) 
TO WATER SUPPLY CONTRACT BETWEEN THE STATE OF CALIFORNIA 
DEPARTMENT OF WATER RESOURCES AND SAN BERNARDINO VALLEY 

MUNICIPAL WATER DISTRICT FOR CONTINUED SERVICE AND THE TERMS AND 
CONDITIONS THEREOF 

IS AMENDMENT to the Water Supply Contract is made this !{;~ day 
of 1• , 201 'f, pursuant to the provisions of the California Water 
Resourc Development Bond Att, 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 San Bernardino 
Valley Municipal Water District, herein referred to as the "District." 
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RECITALS 

A. The State and the District entered into and subsequently amended a water 
supply contract (the "contract"), dated December 30, 1960, providing that the 
State shall supply certain quantities of water to the District and providing that the 
District shall make certain payments to the State, and setting forth the terms and 
conditions of such supply and such payments; and 

8. 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 

C. The longest of the above referenced periods in Article 2 would have ended in this 
contract on December 31, 2035; and 

D. Article 4 of the contract provides that the District, 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 District; and 

E. The State, the District 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 

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

G. The State, the District 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 District 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 District's execution of this Amendment for Continued Service and the Terms 
and Conditions Thereof is the equivalent of the District'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 15 MUTUALLY AGREED that the following changes 
and additions are hereby made to the District's water supply contract with the State: 

AMENDED CONTRACT TEXT 

I. 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; 

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

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

(5) "Sponsoring Contractor" as used in this Article 1(a) shall mean the 
Contractor or Contractors who either will receive the yield from facilities 
described in 2(A), (8), (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 District at the delivery 
structures provided for the District. 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 District. 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 District. This 
recognition that full Annual Table A Amounts will not be deliverable under all conditions 
does not change the obligations of the State under this contract, including but not 
limited to, the obligations to make all reasonable efforts to complete the Project 
Facilities, to perfect and protect water rights, and to allocate among Contractors the 
supply available in any year, as set forth in Articles 6(b), 6(c), 16(b) and 18, in the 
manner and subject to the terms and conditions of those articles and this contract. 
Where the term "annual entitlement" appears elsewhere in this contract, it shall mean 
"Annual Table A Amount." The State agrees that in future amendments to this and other 
Contractor's contracts, in lieu of the term "annual entitlement," the term "Annual Table A 
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Amount" will be used and will have the same meaning as "annual entitlement" wherever 
that term is used. 

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

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

(f) "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 ). 

U) "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. 

(I) "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 District specifying the Contract 
Extension Amendment Effective Date once the applicable conditions set out in the 
Contract Extension Amendment have been met. 

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

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

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

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

(q) "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. 

(r) "Financing Costs" shall mean the following: 

(1) principal of and interest on Revenue Bonds, 

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

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

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

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

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

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

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

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

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

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

(ad) "Project Interest Rate" shall mean the following: 

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

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

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

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

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

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

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

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

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

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

(af) "Project Revenues" shall mean revenues derived from the service of 
Project Water to Contractors and others, and from the sale or other disposal of electrical 
energy generated in connection with operation of Project Facilities. 
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(ag) "Project Transportation Facilities" shall mean the following Project 
Facilities: 

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

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

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

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

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

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

(ai) "Revenue Bonds" shall mean the following types of instruments payable 
from the sources provided in the Central Valley Project Act: revenue bonds, notes, 
refunding bonds, refunding notes, bond anticipation notes, certificates of indebtedness, 
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and other evidences of indebtedness. 

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

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

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

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

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

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

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

(1) The North Bay Aqueduct, 

(2) The Coastal Branch Aqueduct, 

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

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

(5) Land acquisition prior to December 31, 1995, for the Kern Fan 
Element of the Kern Water Bank, 
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(6) Additional pumps at the Banks Delta Pumping Plant, 

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

(8) Repairs, additions, and betterments to Project Facilities, 

(9) A Project Facilities corporation yard, 

(10) A Project Facilities operation center, and 

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

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

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

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

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

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

1. December 31, 2085, or 

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

17 



STATE WATER PROJECT WATER SUPPLY CONTRACT EXTENSION AMENDMENT 
Execution Version 

22. 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: 

Where: 

(c1 - r1)(1 + o-l + (c2 - r2)(1 + i)-2 +"'+(en - rn)(1 + o-n 

e1(1 + 0-1 + e2(1 + 0-2 + ... + en(1 + o-n 

i = The Project Interest Rate. 
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c = 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). 

r = 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). 

1, 2, and n 
appearing 
below 
c and r = 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. 

e = 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. 

e = 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. 

1, 2, and n 
appearing 
below e = 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. of 

n used 
as an 
exponent = 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 District's share of the portion of the Water System Facility 
Revenue Bond Financing Costs allocable to Project Conservation Facilities for 
Capital Costs Incurred prior to the Billing Transition Date. Charges to the District 
for these costs shall be calculated in accordance with Article 50(a). 
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(b) Delta Water Charge for Costs Incurred On or After the Billing 
Transition Date. The provisions of this subdivision (b) of this article shall apply only to 
costs Incurred on or after the Billing Transition Date. 

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

(A) Capital component, 

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

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

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

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

(8) 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 District 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)(8) of this article, and 

(iii) third, a computation of the annual payment to be 
made by the District as provided in subdivision (b )(3)(C) and 
(b)(3)(D) of this article. 

(8) 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, 

(ii) 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, c1nd 
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(v) Project Conservation Facility Capital Costs prepaid by 
the District. 

(C) The projected amounts of Project Conservation Facility 
Capital Costs in each such category to be allocated annually to the District 
shall be determined by the State in accordance with the cost allocation 
principles and procedures set forth in subdivision (c)(1) through (c)(3) and 
(b )(6) of this article, which principles and procedures shall be controlling 
as to allocations of Capital Costs to the District; 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 

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 
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 
Costs to be 

for Assets 
Paid with the That Will 

Proceeds of Proceeds of 
Paid with 

Have a 
Year Water Bonds 

Amounts in 
Short 

Costs 

System issued the SWRDS Economic 
Prepaid by 

Reinvest- the District 
Facility under the 

ment 
Useful Life 

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 District 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: 

(i) 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, 

(iii) 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 District 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 District; 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 

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 
UNDER THE CAPITAL COMPONENT OF THE DELTA WATER CHARGE FOR 

COSTS INCURRED ON OR AFTER THE BILLING TRANSITION DATE 

Projected Charaes in Thousands of Dollars 

Costs to be Costs to be 

Paid with 
Paid with the Costs to be Costs to be Paid 

Proceeds of Proceeds of Paid with Annually for Assets 

Year Water System 
Bonds Amounts in That Will Have a Short 
issued the SWRDS Economic Useful Life Facility 

underthe Reinvestment or the Costs of which Revenue Burns-Porter Account are Not Substantial Bonds 
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 District 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. 
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TABLED 
DELTA WATER CHARGE-- ESTIMATED MINIMUM OPERATION, MAINTENANCE, 

POWER AND REPLACEMENT COMPONENT FOR COSTS INCURRED ON OR 
AFTER THE BILLING TRANSITION DATE 

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

Year Total Annual Payment by District 
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 District 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 Eby 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 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

Year Total Annual Payment by District 
1* 
2 
3 
4 

* Year commencing with the Billing Transition Date. 

(6) Allocation of Charges to the District. 

(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 allocated to 
the District in proportion to the ratio of the District'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. 

(8) 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 District in 
proportion to the ratio of the number of acre-feet of Project Water 
delivered to the District 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 District 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 District 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 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

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 I (Harvey 0. 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. 

29 



STATE WATER PROJECT WATER SUPPLY CONTRACT EXTENSION AMENDMENT 
Execution Version 

(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 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 
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 shall 
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 allocation 
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 District and which are 
allocated to the District 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 aqueduct 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 District 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 District, 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 

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

Aqueduct Reach 

California Aqueduct 

Delta thru Bethany Forebay 

Bethany Reservoir to 
Orestimba Creek 

Orestimba Creek to 
O'Neill Forebay 

O'Neill Forebay to Dos 
Amigos Pumping Plant 

Dos Amigos Pumping Plant 
to Panoche Creek 

Panoche Creek to 
Five Points 

Five Points to 
Arroyo Pasajero 

Arroyo Pasajero to 
Kettleman City 

Kettlemen City Thru 
Milham Avenue 

Milham Avenue Thru 
Avenal Gap 

A venal Gap Thru 
Twisselman Road 

Twisselman Road Thru 
Lost Hills 

Lost Hills to 7th 

Standard Road 
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Major Features of Reach 

Clifton Court Forebay 
Intake Canal 
Fish Protective Facilities 
Delta Pumping Plant 
Bethany Dam and Reservoir 
Aqueduct 

Bethany Dam and Reservoir 
Aqueduct 

Orestimba Creek Siphon 
Aqueduct 

O'Neill Dam and Forebay. 
Los Banos Reservoir 
Aqueduct 

Dos Amigos Pumping Plant 
Little Panoche Reservoir 
Aqueduct 

Aqueduct 

Aqueduct 

Aqueduct 

Aqueduct 

Aqueduct 

Aqueduct 

Aqueduct 

Aqueduct 
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7th Standard Road Thru 
Elk Hills Road 

Elk Hills Road Thm 
TupmanRoad 

Tupman Road to Buena 
Vista Pumping Plant 

Buena Vista Pumping 
Plant Thru Santiago 
Creek 

Santiago Creek Thru 
Old River Road 

Old River Road to 
Wheeler Ridge Pumping 
Plant 

Wheeler Ridge Pumping 
Plant to Wind Gap 
Pumping Plant 

Wind Gap Pumping Plant 
to A. D. Edmonston 
Pumping Plant 

A. D. Edmonston Pumping 
Plant to Carley V. Porter 
Tunnel 

Carley V. Porter Tunnel 
Junction, West Branch, 
California Aqueduct 

Junction, West Branch 
California Aqueduct Thru 
Cottonwood Powerplant 

Cottonwood Powerplant to 
Fairmont 
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Aqueduct 

Aqueduct 

Aqueduct 

Buena Vista Pumping Plant 
Sandy Creek Siphon 
Sunset Railroad Siphon 
Santiago Siphon 
Aqueduct 

Los Lobos Siphon 
San Emigdio Siphon 
Old River Road Siphon 
Pleito Siphon 
Aqueduct 

Aqueduct 

Wheeler Ridge Pumping Plant 
Aqueduct 

Wind Gap Pumping Plant 
Aqueduct 

A. D. Edmonston Pumping Plant 
Tunnels #1, 2, & 3 
Siphon#l 
Pastoria Siphon 
Bear Trap Access Stmcture 

Carley V. Porter Tunnel 
Siphon#4 
Tehachapi Afterbay 

Cottonwood Energy 
Dissipator Chute 
Aqueduct 

Aqueduct <EAST BRANCH> 
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Fairmont Thru 70th 

Street West 

70th Street West to 
Palmdale 

Palmdale to Littlerock 
Creek 

Littlerock Creek to 
Pearblossom Pumping Plant 

Pearblossom Pumping 
Plant to West Fork 
Mojave River 

West Fork Mojave River 
To Silverwood Lake 

Cedar Springs Dam and 
Silverwood Lake 
Silverwood Lake to South 
Portal, San Bernardino Tunnel 

South Portal, San Bernardino 
Tunnel Thru Devil Canyon Powerplant 

East Branch Extension Phase I 

Devil Canyon Powerplant Afterbay 
to Junction, Foothill Pipeline 
near Cone Camp Road 

Junction, Foothill Pipeline 
near Cone Camp Road 
to Crafton Hills Pump Station 

Crafton Hills Pump Station 
to Garden Air Creek, south 
of San Bernardino-Riverside 
County Line 
East Branch Extension Phase II 
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Myrick Siphon 
Willow Springs Siphon 
Johnson Siphon 
Aqueduct 

Ritter Siphon 
Leona Siphon 
Aqueduct 

Soledad Siphon 
Cheseboro Siphon 
Littlerock Siphon 
Aqueduct 

Aqueduct 

Pearblossom Pumping Plant 
Fort Tejon Siphon 
Big Rock Siphon 
Antelope Siphon 
Aqueduct 

Mojave Siphon 

Cedar Springs Dam 
Silverwood Lake 
San Bernardino Tunnel 

Devil Canyon Powerplant 

Foothill Pipeline 

Foothill Pipeline 
SARC Pipeline 
Greenspot Pump Station Annex 
Morton Canyon Pipeline 
Greenspot Pipelines 

Crafton Hills Pump Station 
Crafton Hills Pipeline 
B1yant Pipeline 
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Devil Canyon Powerplant Afterbay 
to Junction, Foothill Pipeline near Cone Camp Road 

Junction, Foothill Pipeline 
near Cone Camp Road 
to Mentone Pump Station 

Mentone Pump Station to 
Crafton Hills Pump Station 

Crafton Hills Pump Station to 
Garden Air Creek, south of 
San Bernardino-Riverside 
County Line 

Foothill Pipeline 

South leg of Mentone 
Connector Pipeline 
Mentone Reservoir 

Mentone Pump Station 
East leg of Mentone 
Connector Pipeline 

Crafton Hills Pump Station 
Crafton Hills Pipeline 
Bryant Pipeline 

(This table was labeled Table I 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 
District 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 District. 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 District as to the maximum monthly delivery capability to be 
provided in each aqueduct reach for transport and delivery of Project Water to 
the District, 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 

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

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 District'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 
District's payment of its allocated Capital Costs. The District's repayment 
schedule will be set forth in Table I by the State as soon as designs and cost 
estimates are prepared by it subsequent to receipt of requests from the District 
as to the maximum monthly delivery capability to be provided in each aqueduct 
reach for transport and delivery of Project Water to the District, pursuant to 
Article 17(a); provided that the amounts set forth in Table I shall be subject to 
redetermination by the State, pursuant to Article 28. 

(A) The District's annual payment shall be the sum of the 
amounts due from the District on the District'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 District's allocated Capital Costs for the respective year 
and interest thereon, computed at the Project Interest Rate and 
compounded annually. 

(B) The District may make payments at a more rapid rate if 
approved by the State. 

41 



STATE WATER PROJECT WATER SUPPLY CONTRACT EXTENSION AMENDMENT 
Execution Version 

(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 I 
TRANSPORTATION CHARGE FOR COSTS INCURRED PRIOR TO THE BILLING 

TRANSITION DATE -- CAPITAL COST COMPONENT 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

(In Thousands of Dollars) 

Year Annual Payment of Annual Interest Total Annual Payment 
Principal Payment by District 

1* 
2** 
3 
4 

* Year in which State commences construction of Project Transportation Facilities. 

** Year of first payment. 

(This table was labeled Table Din 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 District's share 
of the portion of Water System Facility Revenue Bond Financing Costs allocable to 
Project Transportation Facilities. Charges to the District 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, 

(8) 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 
District. 

The projected amounts of Project Transportation Facility Capital Costs of 
each type to be allocated annually to the District 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 District; 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 

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 
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 

Year 
Proceeds of Proceeds of Amounts in Will Have a 

Costs Prepaid 
Water System Bonds issued the SWRDS Short 

Facility underthe Reinvest- Economic 
by the District 

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 District: 

(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 District 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 District; 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 

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

Projected Charges in Thousands of Dollars 
Costs to be 

Costs to be Paid Costs to be 
Paid Annually 

Costs to be Paid 
with the Paid with 

for Assets That 

Year 
with Proceeds of 

Proceeds of Amounts in the 
Will Have a 

Water System 
Bonds issued SWRDS 

Short Economic 
Facility Revenue 

under the Burns- Reinvestment 
Useful Life or 

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. 

( 1) 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 District 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 District 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 District, pursuant to Article 1 ?(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 District. 
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 Bin 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 aqueduct 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 (c)(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 District 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 District 
as to the maximum monthly delivery capability to be provided in each aqueduct reach 
for transport and delivery of Project Water to the District, 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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TABLE M 
TRANSPORTATION CHARGE -- MINIMUM OPERATION MAINTENANCE, POWER, 

AND REPLACEMENT COMPONENT 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

Year Total Annual Payment by District* 
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 District 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 District 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 District 
as to the maximum monthly delivery capability to be provided in each aqueduct reach 
for transport and delivery of Project Water to the District, pursuant to Article 1 ?(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 
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

Year Total Annual Payment by District* 
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 Fin 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). 

54 



STATE WATER PROJECT WATER SUPPLY CONTRACT EXTENSION AMENDMENT 
Execution Version 

27. TRANSPORTATION CHARGE-- REPAYMENT SCHEDULE. 

The amounts to be paid by the District 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 Oas soon as designs and cost estimates have been prepared by 
it subsequent to receipt of requests from the District as to the maximum monthly 
delivery capability to be provided in each aqueduct reach for transport and delivery of 
Project Water to the District, pursuant to Article 1 ?(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 District in 
accordance with the provisions of Article 29. 

Year 

1* 
2** 
3 
4 

TABLE 0 
REPAYMENT SCHEDULE--TRANSPORTATION CHARGE 

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT 

Capital Cost Minimum Variable 
Component Component Component 

Total 

* Year in which State commences construction of Project Transportation Facilities. 

** Year of first payment. 

(This table was labeled Table Gin 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 0 
(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 District 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 District 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 District or credited to the District'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 
District 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 District 
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 amortizing 
costs Incurred prior to the Billing the difference in indicated 

Transition Date differs from last estimate charge (+or-) 
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 District'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 District'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 
District under the provisions of this article. In place of making such adjustments, 
charges to the District 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 District 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 District 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 
District or credited to the District'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 District 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 District'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 District under the Delta 
Water Charge shall commence in the Year of Initial Water Delivery to the District. 

(2) Capital Component of the Transportation Charge. Payments by the 
District 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 District 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 District under the variable operation, 
maintenance, power and replacement component of the Transportation Charge 
shall commence in the Year of Initial Water Delivery to the District. 

(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 District with a 
written statement of the following items: 

(1) the charges to the District 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; 

(2) the unit charges to the District for the next succeeding year under 
the variable operation, maintenance, power and replacement components of the 

60 



STATE WATER PROJECT WATER SUPPLY CONTRACT EXTENSION AMENDMENT 
Execution Version 

Delta Water Charge and Transportation Charge; and 

(3) the total charges to the District 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 
District, furnish the District with a statement of the charges to the District 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 District, 
except as otherwise provided in those articles. 

(d) Semiannual Payments of Capital Components. The District shall pay 
to the State, on or before January 1 of each year, one-half (1/2) of the charge to the 
District for the year under the capital component of the Delta Water Charge and one
half (1/2) of the charge to the District 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 District 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 District 
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 District shall pay to the State on or before the fifteenth 
day of each month of each year, the charges to the District 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 District 
during the preceding month pursuant to subdivision (c) of this article, as such charges 
are stated in such statement. 
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(g) Contest of Charges. In the event that the District 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 
District's contentions regarding the statement to be correct, it shall revise the statement 
accordingly, and the District shall make payment of the revised amounts on or before 
the due date. To the extent that the State does not find the District's contentions to be 
correct, or where time is not available for a review of such contentions prior to the due 
date, the District 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. 

(a) 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 District 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 District'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 District'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 District'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 )(8) 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) shall 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 District. 

(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 District 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 District. 

(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) A/location 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 District on the 
basis of such maturity allocation. 

(3) Supplemental Bills for Unanticipated Financing Costs. The State 
may submit a supplemental bill to the District 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 
District. The relative amounts of any supplemental billing made to the District 
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 consultation 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 District 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 District'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 District'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 
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Facility Revenue Bond Financing Costs that are otherwise payable by the 
District 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 defaulting 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 (c) 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) In the 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 article. 

(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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51. FINANCIAL ADJUSTMENTS. 

(a) 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 District to the State or by the State to the District 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: 

(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 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. 

(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. 

(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 District 
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 
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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 District 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 charge.s to the District 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. 

(5) The State may also submit a supplemental billing to the District 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 
supplemental billing made to the District 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. 

(ii) 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. 

( e) Revenues and Reports. 

( 1) 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 

(ii) $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 SW RDS Finance 
Committee to assess the use of these amounts. 
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(f) 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. 

(ii) 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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(ii) 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% ). 

(iii) A total, 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 II transportation costs, (b) on the basis 
of that Table A amount 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 Table A amount which also does not bear Coastal Branch Phase II 
transportation costs. 

(g) 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 U) of 
Article 53. Also, for purposes of these calculations, an Agricultural 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. 

(iii) 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 (ii), (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. 

( 1 ) Establishment. Through a trust agreement executed 
contemporaneously with this amendment, the State and the Agricultural 
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. 

(ii) 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. 

(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 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 Supplemental 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. 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 article, 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 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. 

U) 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 

II. ARTICLE 61 IS ADDED TO THE CONTRACT AS A NEW ARTICLE AS 
FOLLOWS: 

61. 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: 

(i) 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 )(iii). 

(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. 

(iii) 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 ), (ii) earnings from the 
investment of amounts in the SWRDS Reinvestment Account, (iii) 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 extentthose 
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 

(iii) To make temporary investments in accordance with the 
statutory limitations on such investments. 

( 4) The State shall prepare regular reports on the SW RDS 
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. 

(i) 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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(ii) 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: 

(a) 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. 

(iii) 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. 

(iv) 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); (ii) 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 District 
to replenish the SWRDS Support Account for costs not otherwise chargeable to 
the District 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 appropriate 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 

Ill. APPENDIX B 15 ADDED TO THE CONTRACT AS A NEW APPENDIX AND 
SHALL READ AS FOLLOWS: 

APPENDIX B 

SYSTEM REPORTING PRINCIPLES 

A. 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. 

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

3. 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. 

4. 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. 

5. Principle 5: DWR will use standardized System-wide business rules and 
utilize a centralized financial system, such as SAP, UCABS, or other system, 
to provide controls/validations to ensure data integrity and reliable reporting. 

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

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

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

(f) (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 (f)(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 District 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 
and Sufficiency: 
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RECITALS 
 

A. The State and the District entered into and subsequently amended a water 
supply contract (the “contract”), dated December 30, 1960, providing that the 
State shall supply certain quantities of water to the District and providing that the 
District shall make certain payments to the State, and setting forth the terms and 
conditions of such supply and such payments; and 
 

B. The State and the District, in an effort to manage water supplies in a changing 
environment, explored non-structural solutions to provide greater flexibility in 
managing State Water Project (SWP) water supplies; and  
 

C. The State and the District, in an effort to support the achievement of the coequal 
goals for the Delta set forth in the Delta Reform Act, sought solutions to develop 
water supply management practices to enhance flexibility and reliability of SWP 
water supplies while the District is also demonstrating its commitment to expand 
its water supply portfolio by investing in local water supplies; and  
 

D. The State and the District, in response to the Governor’s Water Resiliency 
Portfolio, wish to maintain and diversify water supplies while protecting and 
enhancing natural systems without changing the way in which the SWP operates; 
and 
 

E. The State and the District sought to create a programmatic solution through 
transfers or exchanges of SWP water supplies that encourages regional 
approaches among water users sharing watersheds and strengthening 
partnerships with local water agencies, irrigation districts, and other stakeholders; 
and  
 

F. The State and the District, in an effort to comply with the Open and Transparent 
Water Data Platform Act (Assembly Bill 1755), sought means to create greater 
transparency in water transfers and exchanges; and  
 

G. The State, the District and representatives of certain other SWP Contractors 
have negotiated and agreed upon a document (dated May 20, 2019), the subject 
of which is “ Draft Agreement in Principle for the SWP Water Supply Contract 
Amendment for Water Management” (the “Agreement in Principle”); and 
 

H. The Agreement in Principle describes that the SWP Water Supply Contract 
Amendment for Water Management “supplements and clarifies terms of the SWP 
water supply contract that will provide greater water management regarding 
transfers and exchanges of SWP water within the SWP service area”; the 
principles agreed to achieve this without relying upon increased SWP diversions 
or changing the way in which the SWP operates, and are consistent with all 
applicable contract and regulatory requirements; and  
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I. The State, the District 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 
“SWP Water Supply Contract Amendment for Water Management”; and  
 

J. The State and the District desire to implement continued service through the 
contract and under the terms and conditions of this “SWP Water Supply Contract 
Amendment for Water Management”; 

  

DocuSign Envelope ID: 28C03225-A7E3-4432-BB5B-5BC9B903070C



 

 5 
 

NOW, THEREFORE, IT IS MUTUALLY AGREED that the following changes and 
additions are hereby made to the District’s water supply contract with that State: 
 
 

AMENDED CONTRACT TEXT 
 
ARTICLE 1 IS AMENDED TO ADD THE FOLLOWING DEFINITIONS, PROVIDED 
THAT IF THIS WATER MANAGEMENT AMENDMENT TAKES EFFECT BEFORE 
THE CONTRACT EXTENSION AMENDMENT TAKES EFFECT, THE ADDITIONS 
HEREIN SHALL CONTINUE IN EFFECT AFTER THE CONTRACT EXTENSION 
AMENDMENT TAKES EFFECT NOTWITHSTANDING THE CONTRACT EXTENSION 
AMENDMENT’S DELETION AND REPLACEMENT OF ARTICLE 1 IN ITS ENTIRETY:  
 

1. Definitions 
 

(au) “Article 56 Carryover Water” shall mean water that the District 
elects to store under Article 56 in project surface conservation 
facilities for delivery in a subsequent year or years. 

 
 
ARTICLES 21 and 56 ARE DELETED IN THEIR ENTIRETY AND REPLACED WITH 
THE FOLLOWING TEXT: 
 

21. 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 the District’s approved deliveries of 
Annual Table A Amount or the District’s allocation of water for the 
next year. Deliveries of interruptible water in excess of the District’s 
Annual Table A Amount may be made if the deliveries do not 
adversely affect the State’s delivery of Annual Table A Amount to 
other contractors or adversely affect project operations. Any 
amounts of water owed to the District as of the date of this 
amendment pursuant to former Article 12(d), any contract 
provisions or letter agreements relating to wet weather water, and 
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 the District’s inability to 
take water during wet weather. 
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(b) Notice and Process for Obtaining Interruptible Water 

 
The State shall periodically prepare and publish a notice to 
contractors describing the availability of interruptible water under 
this Article.  To obtain a supply of interruptible water, including a 
supply from a transfer of interruptible water, the District shall 
execute a further agreement with the State.  The State will timely 
process such requests for scheduling the delivery of the 
interruptible water. 

 
 (c) Rates 
 

For any interruptible water delivered pursuant to this Article, the 
District shall pay the State the same (including adjustments) for 
power resources (including on-aqueduct, off-aqueduct, and any 
other power) incurred in the transportation of such water as if such 
interruptible water were Table A Amount water, as well as all 
incremental operation, maintenance, and replacement costs, and 
any other incremental costs, as determined by the State. 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 District. 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.  

 
(d) Transfers of Interruptible Water 

 
(1) Tulare Lake Basin Water Storage District, Empire West-Side 

Irrigation District, Oak Flat Water District, and County of 
Kings may transfer to other contractors a portion of 
interruptible water allocated to them under subdivision (a) 
when the State determines that interruptible water is 
available.   

 
(2) The State may approve the transfer of a portion of 

interruptible water allocated under subdivision (a) to 
contractors other than those listed in (d)(1) if the contractor 
acquiring the water can demonstrate a special need for the 
transfer of interruptible water.   

 
(3) The contractors participating in the transfer shall determine 

the cost compensation for the transfers of interruptible water. 
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The transfers of interruptible water shall be consistent with 
Articles 56(d) and 57. 

 
56. Use and Storage of Project Water Outside of Service Area and Article 

56 Carryover Water  
 

(a) State Consent to Use of Project Water Outside of Service Area 
 

Notwithstanding the provisions of Article 15(a), the State hereby 
consents to the District storing Project Water in a groundwater 
storage program, project surface conservation facilities and in 
nonproject surface storage facilities located outside its service area 
for later use by the District within its service area and to the District 
transferring or exchanging Project Water outside its service area 
consistent with agreements executed under this contract.   

 
(b) Groundwater Storage Programs 

 
The District shall cooperate with other contractors in the 
development and establishment of groundwater storage programs.  
The District may elect to store Project Water in a groundwater 
storage program outside its service area for later use within its 
service area.  There shall be no limit on the amount of Project 
Water the District can store outside its service area during any year 
in a then existing and operational groundwater storage program.   

 
(1) Transfers of Annual Table A Amount stored in a 

groundwater storage program outside a contractor’s 
service area.  

 
In accordance with applicable water rights law and the terms 
of this Article, the District may transfer any Annual Table A 
Amount stored on or after the effective date of the Water 
Management Amendment in a groundwater storage program 
outside its service area to another contractor for use in that 
contractor’s service area.  These transfers must comply with 
the requirements of Articles 56(c)(4)(i)-(v), (6) and (7), and 
Article 57.  The District will include these transfers in its 
preliminary water delivery schedule required in Article 12(a). 

 
(2) Exchanges of any Annual Table A Amount stored in a 

groundwater storage program outside a contractor's 
service area. 

 
In accordance with applicable water rights law and the terms 
of this Article, the District may exchange any Annual Table A 
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Amount stored on or after the effective date of the Water 
Management Amendment in a groundwater storage program 
outside its service area with another contractor for use in 
that contractor’s service area. These exchanges must 
comply with the requirements in Article 56(c)(4)(i)-(v). The 
District shall include these exchanges in its preliminary water 
delivery schedule pursuant to Article 12(a). 

 
(c) Article 56 Carryover Water and Transfers or Exchanges of 

Article 56 Carryover Water  
 

(1) In accordance with any applicable water rights laws, the 
District may elect to use Article 56 Carryover Water within its 
service area, or transfer or exchange Article 56 Carryover 
Water to another contractor for use in that contractor’s 
service area in accordance with the provisions of subdivision 
(c)(4) of this Article.  The District shall submit to the State a 
preliminary water delivery schedule on or before October 1 
of each year pursuant to Article 12(a), the quantity of water it 
wishes to store as Article 56 Carryover Water in the next 
succeeding year, and the quantity of Article 56 Carryover 
Water it wishes to transfer or exchange with another 
contractor in the next succeeding year.  The amount of 
Project Water the District can add to storage in project 
surface conservation facilities and in nonproject surface 
storage facilities located outside the District’s service area 
each year shall be limited to the lesser of the percent of the 
District’s Annual Table A Amount shown in column 2 or the 
acre-feet shown in column 3 of the following table, 
depending on the State’s final Table A water supply 
allocation percentage as shown in column 1.  For the 
purpose of determining the amount of Project Water the 
District can store, the final water supply allocation 
percentage shown in column 1 of the table below shall apply 
to the District.  However, there shall 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 
Articles 12(e) and14(b). 
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1. 

Final Water Supply 
Allocation Percentage 

2. 
Maximum Percentage of 
District’s Annual Table A 

Amount That Can Be 
Stored 

3. 
Maximum Acre-Feet 
That Can Be Stored 

50% or less 25% 100,000 
51% 26% 104,000 
52% 27% 108,000 
53% 28% 112,000 
54% 29% 116,000 
55% 30% 120,000 
56% 31% 124,000 
57% 32% 128,000 
58% 33% 132,000 
59% 34% 136,000 
60% 35% 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 
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 50% 200,000 
 
(2) Storage capacity in project surface conservation facilities at 

any time in excess of that needed for project operations shall 
be made available to requesting contractors for storage of 
project and Nonproject Water. If such storage requests 
exceed the available storage capacity, the available capacity 
shall be allocated among contractors requesting storage in 
proportion to their Annual Table A Amounts for that year. 
The District 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 reallocation 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 respective Annual 
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Table A Amounts for that year. If such reallocation results in 
the need 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; 

 
Second, water stored for a contractor that previously 
was in excess of that contractor’s allocation of storage 
capacity; and 

 
Third, water stored for a contractor that previously 
was within that contractor’s allocated storage 
capacity. 

 
The State shall determine whether water stored in a project 
surface water conservation facility is subject to displacement 
and give as much notice as feasible of a potential 
displacement.  If the District transfers or exchanges Article 
56 Carryover Water pursuant to this subdivision to another 
contractor for storage in such facility, the State shall 
recalculate the amount of water that is subject to potential 
displacement for both contractors participating in the transfer 
or exchange. The State’s recalculation shall be made 
pursuant to subdivision (4) of this Article.  

 
(4) Transfers or Exchanges of Article 56 Carryover Water   

 
The District may transfer or exchange its Article 56 
Carryover Water as provided in this subdivision under a 
transfer or an exchange agreement with another contractor.  
Water stored pursuant to Articles 12(e) and 14(b) and 
Nonproject Water shall not be transferred or exchanged.  
Transfers or exchanges of Article 56 Carryover Water under 
this subdivision shall comply with subdivision (f) of this 
Article and Article 57 as applicable, which shall constitute the 
exclusive means to transfer or exchange Article 56 
Carryover Water.   

 
On or around January 15 of each year, the State shall 
determine the maximum amount of Article 56 Carryover 
Water as of January 1 that will be available for transfers or 
exchanges during that year.  The State’s determination shall 
be consistent with subdivisions (c)(1) and (c)(2) of this 
Article. 
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The State shall timely process requests for transfers or 
exchanges of Article 56 Carryover Water by participating 
contractors.  After execution of the transfer or exchange 
agreement between the State and the contractors 
participating in the transfer or exchange, the State shall 
recalculate each contractor’s storage amounts for the 
contractors participating in the transfer or exchange.  The 
State’s recalculation shall result in an increase by an amount 
of water within the storage amounts for the contractor 
receiving the water and a decrease by the same amount of 
water for the contractor transferring or exchanging water.  
The State’s recalculation shall be based on the criteria set 
forth in the State’s transfer or exchange agreement with the 
participating contractors.  The State’s calculations shall also 
apply when a contractor uses Article 56 Carryover Water to 
complete an exchange.  

 
Transfers and exchanges of Article 56 Carryover Water shall 
meet all of the following criteria: 

 
(i) Transfers or exchanges of Article 56 Carryover 

Water are limited to a single-year.  Project 
Water returned as part of an exchange under 
subdivision (c)(4) may be returned over 
multiple years.   

 
(ii) The District may transfer or exchange an 

amount up to fifty percent (50%) of its 
Article 56 Carryover Water to another 
contractor for use in that contractor’s service 
area. 

 
(iii) Subject to approval of the State, the District 

may transfer or exchange an amount greater 
than 50% of its Article 56 Carryover Water to 
another contractor for use in that contractor’s 
service area.  The District seeking to transfer 
or exchange greater than 50% of its Article 56 
Carryover Water shall submit a written request 
to the State for approval.  The District making 
such a request shall demonstrate to the State 
how it will continue to meet its critical water 
needs in the current year of the transfer or 
exchange and in the following year.  
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(iv) The contractor receiving the water transferred 
or exchanged under subdivisions (4)(i) or (ii) 
above shall confirm in writing to the State its 
need for the water that year and shall take 
delivery of the water transferred or exchanged 
in the same year.  

 
(v) Subject to the approval of the State, the District 

may seek an exception to the requirements of 
subdivisions (4)(i), (ii), and (iii) above. The 
District seeking an exception shall submit a 
written request to the State demonstrating to 
the State the need for 1) using project surface 
conservation facilities as the transfer or 
exchange point for Article 56 Carryover Water 
if the receiving contractor cannot take delivery 
of the transfer or exchange water in that same 
year, 2) using project surface conservation 
facilities for the transfer or exchange of one 
contractor’s Article 56 Carryover Water to 
another contractor to reduce the risk of the 
water being displaced, or 3) for some other 
need. 

 

(5) The restrictions on storage of Project Water outside the 
District’s service area provided for in this subdivision (c), 
shall not apply to storage in any project off-stream 
storage facilities constructed south of the Delta after the 
date of the Monterey Amendment.   

 

(6) For any Project Water stored outside its service area 
pursuant to subdivisions (b) and (c), the District shall pay 
the State the same (including adjustments) for power 
resources (including on-aqueduct, off-aqueduct, and any 
other power) incurred in the transportation of such water as 
the District pays for the transportation of Annual Table A 
Amount to the reach of the project transportation facility 
from which the water is delivered to storage. If Table A 
Amount 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 District shall pay the 
State the same for power resources (including on-aqueduct, 
off-aqueduct, and any other power) incurred in the 
transportation of such water calculated from the point of 
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return to the aqueduct to the turn-out in the District’s service 
area. In addition, the District shall pay all incremental 
operation, 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 nonpower 
costs which would not be incurred if such water were 
scheduled for or delivered to the District’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) If the District elects to store Project Water in a nonproject 

facility within the service area of another contractor it 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) Non-Permanent Water Transfers of Project Water  

 
Notwithstanding the provisions of Article 15(a), the State hereby 
consents to the District transferring Project Water outside its 
service area in accordance with the following: 

 
(1) The participating contractors shall determine the duration 

and compensation for all water transfers, including single-
year transfers, Transfer Packages and multi-year transfers. 

 
(2) The duration of a multi-year transfer shall be determined by 

the participating contractors to the transfer, but the term of 
the transfer agreement shall not extend beyond the term of 
the Contract with the earliest term.   

 
(3) A Transfer Package shall be comprised of two or more water 

transfer agreements between the same contractors.  The 
State shall consider each proposed water transfer within the 
package at the same time and shall apply the transfer 
criteria pursuant to Article 57 in the review and approval of 
each transfer.  The State shall not consider a Transfer 
Package as an exchange. 

 
  (e) Continuance of Article 12(e) Carry-over Provisions  
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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 Article 12(e). Any contractor electing to 
transfer or exchange Project Water during any year in accordance 
with the provisions of subdivision (c) of this Article, shall not be 
precluded from using the provisions of 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  

 
Notwithstanding the provisions of Article 15(a), the State hereby 
consents to the District exchanging Project Water outside its 
service area consistent with this Article.  Nothing in this Article shall 
prevent the District from entering into bona fide exchanges of 
Project Water for use outside the District’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 District’s service area. 
Also, nothing in this Article shall prevent the District from continuing 
those exchange or sale arrangements entered into prior to 
September 1, 1995.  Nothing in this Article shall prevent the District 
from continuing those exchange or sale arrangements entered into 
prior to the effective date of this Amendment which had previously 
received any required State approvals.  The State recognizes that 
the hydrology in any given year is an important factor in exchanges.  
A “bona fide exchange” shall mean an exchange of water involving 
the District and another party where the primary consideration for 
one party furnishing water to another party is the return of a 
substantially similar amount of water, after giving due consideration 
to the hydrology, the length of time during which the water will be 
returned, and reasonable payment for costs incurred.  In addition, 
the State shall consider reasonable deductions based on expected 
storage or transportation losses that may be made from water 
delivered.  The State may also consider any other nonfinancial 
conditions of the return.  A “bona fide exchange” shall not involve a 
significant payment unrelated to costs incurred in effectuating the 
exchange. The State, in consultation with the contractors, shall 
have authority to determine whether a proposed exchange of water 
constitutes a “bona fide exchange” within the meaning of this 
paragraph and not a disguised sale.  

 
 Exchanges of Project Water 
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Exchanges of Project Water shall be consistent with Article 57.  In 
addition, the State shall apply the following criteria to its review of 
each exchange of Project Water as set forth below: 

 
(1) Exchange Ratio 

 
Exchange ratio shall mean the amount of water delivered 
from a contractor’s project supply in a year to another 
contractor compared to the amount of water returned to the 
first contactor in a subsequent year by the other contactor.  
All exchanges shall be subject to the applicable exchange 
ratio in this Article as determined by the allocation 
of available supply for the Annual Table A Amount at the 
time the exchange transaction between the contractors is 
executed.  

 
(a) For allocations greater than or equal to 50%, the 

exchange ratio shall be no greater than 2 to 1. 
 

(b) For allocations greater than 25% and less than 50%, 
the exchange ratio shall be no greater than 3 to 1. 

 
(c) For allocations greater than 15% and less than or 

equal to 25%, the exchange ratio shall be no greater 
than 4 to 1. 

 
(d) For allocations less than or equal to 15%, the 

exchange ratio shall be no greater than 5 to 1. 
 
   (2) Cost Compensation  
  

The State shall determine the maximum cost compensation 
calculation using the following formula:   

 
The numerator shall be the exchanging contractor’s 
conservation minimum and capital and transportation 
minimum and capital charges, including capital 
surcharges.  DWR will set the denominator using the 
State Water Project allocation which incorporates the 
May 1 monthly Bulletin 120 runoff forecast. 

 
If the District submits a request for approval of an exchange 
prior to May 1, the State shall provide timely approval with 
the obligation of the contractors to meet the requirement of 
the maximum compensation.  If the maximum compensation 
is exceeded because the agreement between the 
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contractors is executed prior to the State Water Project 
allocation as defined in (c)(2) above, the contractors will 
revisit the agreement between the two contractors and make 
any necessary adjustments to the compensation.  If the 
contractors make any adjustments to the compensation, they 
shall notify the State.  

 
(3) Period During Which the Water May Be Returned:   

 
The period for the water to be returned shall not be greater 
than 10 years and shall not go beyond the expiration date of 
this Contract. If the return of the exchange water cannot be 
completed within 10 years, the State may approve a request 
for an extension of time. 

 
(g) Other Transfers  

 
Nothing in this Article shall modify or amend the provisions of 
Articles 15(a), 18(a) or Article 41, except as expressly provided for 
in subdivisions (c) and (d) of this Article and in subdivision (d) of 
Article 21. 
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NEW CONTRACT ARTICLES 
 
ARTICLE 57 IS ADDED TO THE CONTRACT AS A NEW ARTICLE AS FOLLOWS: 
 
57. Provisions Applicable to Both Transfers and Exchanges of Project Water  
 

(a) Nothing in this Article modifies or limits Article 18 (a).  
 

(b) Transfers and exchanges shall not have the protection of Article 14(b). 
 

(c) The District may be both a buyer and seller in the same year and enter 
into multiple transfers and exchanges within the same year. 

 
(d) Subject to the State’s review and approval, all transfers and exchanges 

shall satisfy the following criteria: 
 

(1) Transfers and exchanges shall comply with all applicable laws and 
regulations. 

 
(2) Transfers and exchanges shall not impact the financial integrity of 

the State Water Project, Transfers and exchange agreements shall 
include provisions to cover all costs to the State for the movement 
of water such as power costs and use of facility charge. 

 
(3) Transfers and exchanges shall be transparent, including 

compliance with subdivisions (g) and (h) of this Article. 
 

(4) Transfers and exchanges shall not harm other contractors not 
participating in the transfer or exchange. 

 
(5) Transfers and exchanges shall not create significant adverse 

impacts to the service area of each contractor participating in the 
transfer or exchange. 

 
(6) Transfers and exchanges shall not adversely impact State Water 

Project operations. 
 
 

(e) The District may petition the State and the State shall have discretion to 
approve an exception to the criteria set forth in subdivision (d) in the 
following cases:  

 
(1) When a transfer or an exchange does not meet the criteria, but the 

District has determined that there is a compelling need to proceed 
with the transfer or exchange. 
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(2) When the District has received water in a transfer or an exchange 
and cannot take all of the water identified in the transaction in the 
same year, the District may request to store its water consistent 
with Article 56(c), including in San Luis Reservoir. 

 
(f) The State will timely process such requests for scheduling the delivery of 

the transferred or exchanged water.  Contractors participating in a transfer 
or an exchange shall submit the request in a timely manner.  

 
(g) The District shall, for each transfer or exchange it participates in, confirm 

to the State in a resolution or other appropriate document approving the 
transfer or exchange, including use of Article 56(c) stored water, that:  

 
(1) The District has complied with all applicable laws. 

 
(2) The District has provided any required notices to public agencies 

and the public.  
 

(3) The District has provided the relevant terms to all contractors and 
to the Water Transfers Committee of the State Water Contractors 
Association. 

 
(4) The District is informed and believes that the transfer or exchange 

will not harm other contractors. 
 

(5) The District is informed and believes that the transfer or exchange 
will not adversely impact State Water Project operations. 

 
(6) The District is informed and believes that the transfer or exchange 

will not affect its ability to make all payments, including payments 
when due under its Contract for its share of the financing costs of 
the State’s Central Valley Project Revenue Bonds. 

 
(7) The District has considered the potential impacts of the transfer or 

exchange within its service area.   
 

(h) Dispute Resolution Process Prior to Executing an Agreement  
 

The State and the contractors shall comply with the following process to 
resolve disputes if a contractor that is not participating in the transfer or 
exchange claims that the proposed transfer and/or exchange has a 
significant adverse impact. 

 
(1) Any claim to a significant adverse impact may only be made after 

the District has submitted the relevant terms pursuant to Article 
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57(g)(3) and before the State approves a transfer or an exchange 
agreement.  

 
(2) In the event that any dispute cannot be resolved among the 

contractors, the State will convene a group including the 
Department’s Chief of the State Water Project Analysis Office, the 
Department’s Chief Counsel and the Department’s Chief of the 
Division of Operations or their designees and the contractors 
involved.  The contractor’s representatives shall be chosen by each 
contractor.  Any contractor claiming a significant adverse impact 
must submit written documentation to support this claim and 
identify a proposed solution. This documentation must be provided 
2 weeks in advance of a meeting of the group that includes the 
representatives identified in this paragraph. 

 
(3) If this group cannot resolve the dispute, the issue will be taken to 

the Director of the Department of Water Resources and that 
decision will be final. 
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WATER MANAGEMENT AMENDMENT IMPLEMENTING 

AND ADMINISTRATIVE PROVISIONS 
 
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.   
 
 
1. EFFECTIVE DATE OF WATER MANAGEMENT AMENDMENT 
 

(a) The Water Management Amendment shall take effect (“Water 
Management Amendment effective date”) on the last day of the calendar 
month in which the State and 24 or more contractors have executed the 
Water Management Amendment, unless a final judgment by a court of 
competent jurisdiction has been entered that the Water Management 
Amendment is invalid or unenforceable or a final order has been entered 
that enjoins the implementation of the Water Management Amendment. 
 

(b) If any part of the Water Management Amendment of any contractor is 
determined by a court of competent jurisdiction in a final judgment or order 
to be invalid or unenforceable, the Water Management Amendments of all 
contractors shall be of no force and effect unless the State and 24 or more 
contractors agree any the remaining provisions of the contract may remain 
in full force and effect. 

 
(c) If 24 or more contractors have not executed the Water Management 

Amendment by February 28, 2021 then within 30 days the State, after 
consultation with the contractors that have executed the amendment, shall 
make a determination whether to waive the requirement of subdivision (a) 
of this effective date provision.  The State shall promptly notify all 
contractors of the State’s determination. If the State determines, pursuant 
to this Article to allow the Water Management Amendment to take effect, it 
shall take effect only as to those consenting contractors. 

 
(d) If any contractor has not executed the Water Management Amendment 

within sixty (60) days after its effective date pursuant to subdivisions (a) 
through (c) of this effective date provision, this Amendment shall not take 
effect as to such contractor unless the contractor and the State, in its 
discretion, thereafter execute such contractor’s Water Management 
Amendment, in which case the Water Management Amendment effective 
date for purposes of that contractor’s Amendment shall be as agreed upon 
by the State and contractor, and shall replace the effective date identified 
in subdivision (a) for that contractor. 
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2. ADMINISTRATION OF CONTRACTS WITHOUT WATER MANAGEMENT 
AMENDMENT 

 
The State shall administer the water supply contracts of any contractors that do 
not execute the Water Management Amendment in a manner that is consistent 
with the contractual rights of such contractors. These contractors’ rights are not 
anticipated to be affected adversely or benefited by the Water Management 
Amendments. 

 
3. 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. 
 

4. DocuSign 
 

The Parties agree to accept electronic signatures generated using DocuSign as 
original signatures. 
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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: 
 
________________________________ 
Chief Counsel 
Department of Water Resources 

STATE OF CALIFORNIA 
DEPARTMENT OF WATER RESOURCES 
 
__________________________________ 
Director 
 
__________________________________
Date 
 

SAN BERNARDINO VALLEY MUNICIPAL 
WATER DISTRICT 
 
__________________________________ 
Chief Executive Officer/General Manager 
 
__________________________________ 
Date 

Approved as to Form: 
 
________________________________
General Counsel 
San Bernardino Valley Municipal Water 
District 
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