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ENGINEERING
DIVISION

Memo

To: Kathieen Wold

From: Keith Conarroe

CcC: Mike Brinton, Jim Podesta

Date: January 5, 2006

Re: Sundance/Oleander Annexation Area Water Supply

Assessment/Verification

Introduction

This memorandum presents the water supply assessment and verification for the
Sundance/Oleander Annexation Area. A water supply assessment and verification is
required to comply with water supply planning requirements of the California Water
Code and Government Code. Water supply assessments and verifications are
required for developments that exceed 500 dwelling units. The Sundance/Oleander
Annexation Area has a proposed development of 1,074 single-family homes (See
Attachment 1).

The water supply assessment and verification evaluates the water demand of the
proposed development and sufficiency of the water supply for the next 20 years to
meet the demands of the project, existing users and other future users in normal,
single and multiple dry year conditions. The 2005 Urban Water Management Plan
includes information required in the water supply assessment and verification.
Additional information is contained in the Water Master Plan. Both documents have
used in the completion of this water supply assessment and verification.

Water Demand

The Sundance and Oleander water demand consists of potable and landscape
irigation demands. The estimated peak-hour demand plus a 15 percent redundancy
for the development is 1,639 gallons per minute. The water will be supplied by the
City of Manteca water system.
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The water demand is based on a gross residential demand of 0.474 gallons per
minute per dwelling unit. The gross demand is based on the City of Manteca’'s
historical per capita water demand of 214 gallons per day and includes commercial
and industrial demand. The actual water demand for residential use is 168 galion per
capita per day. The use of the gross demand in the residential water supply planning
allocates water for commercial, institutional and industrial uses. A peak to average
demand ratio of 2.8 is applied to the average demand to determine the peak hour
demand. The peak hour demand is increased by 15 percent for water supply
reliability.

Water Supply Assessment

The California Water Code requires a water supply assessment on the sufficiency of
the water supply for a 20-year planning period. The water supply assessment
requires documentation on existing water sources and quantities used and future
water supplies and guantities. The water supply assessment must evaluate the
adequacy of these supplies to meet the demands for the development as well as
existing and other future uses during the 20-year planning period. The assessment
must include normal, single and multiple dry years. Where groundwater is used, a
description of the aquifer must be provided and along with information regarding the
overdraft of the basin aquifer. The governing body must also approve the water
supply assessment.

Water Supply Verification

The California Government Code requires a written water supply verification that
finds there is or will be a sufficient water supply during single and multiple dry years
within a 20 year planning period to meet the water demand projected for the
development in addition to the existing and planned future uses. The water supply
verification must consider the following:

o Historical record of at least 20 years
+ Urban Water Shortage Contingency Analysis

o Supply Reduction for specific use sectors per supplier's resolution, ordinance or
contract

« Amount of water that can be reasonably relied upon from specified water supply
projects

Water Supply Sufficiency

Water demand assessment for development of the Sundance/Oleander Annexation
showed that there is an adequate supply of water consisting of surface water from
the South County Water Supply Project and City of Manteca groundwater.
Additional development of groundwater and distribution system may be required for
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delivery of the water to the system. Potential improvements may include the
construction of groundwater well or a storage tank and pump station capable of
providing the required peak hour water supply to the development. Specific water
supply improvements required for the development can only be determined when
tentative maps are submitted for approval.

Water Supply Planning

The City Manteca water supply planning is documented in the Water Master Plan
and the 2005 Urban Water Management Plan. The City limits the number of new
residential sewer connections to 3.9 percent per year. A lower growth rate for water
demand of 3.4 percent is used in both the Water Master Plan and the 2005 Urban
Water Management Plan to project future water demand. Both the Water Master
Plan and 2005 Urban Water Management Plan include local groundwater and the
South County Surface Water Supply Project as sources of water for the City of
Manteca.

The 2005 Urban Water Management Plan was adopted in December of 2005. The
2005 Urban Water Management Plan includes water supply and demand
comparisons through 2030 assuming a 3.4% growth in water demand. During the
planning period water is supplied by groundwater from City wells and surface water
from the South County Water Supply Project. The 2005 Urban Water Management
Plan also contains the single and multiple dry year water demand-supply
comparisons and the water supply shortage contingency planning. The water supply
and demand comparisons from the 2005 Urban Water Management Plan are
included in Attachment 2. The comparisons show the water supply should exceed
projected demand through the 20 year planning period. The increase in future water
supplies is provided by the planned increase in surface water deliveries and drilling of
new wells to meet peak water demands.

The water supply planning in the 2005 Urban Water Management Plan and Water
Master Plan would encompass the development of the Sundance/Oleander
Annexation.

Groundwater Supply. The City of Manteca draws groundwater from the Eastern San
Joaquin County Groundwater Basin (ESJCGB), which is a subbasin of the San
Joaquin Valley Groundwater Basin. The California Department of Water Resources
identified the ESJCGB as a basin in a state of overdraft in DWR Bulletin 160-88. The
basin is described in the 2005 Urban Water Management Plan and is included in
Attachment 2.

The Water Master Plan includes the construction of wells 24, 25, 26 and 27 in its
capital improvement plan. These wells provide water for planned developments.
Wells 24 and 25 were completed in 2005 and have capagities of 2,000 and 2,500
gallons per minute, respectively. Well 27 will be drilled by the Union Ranch

T
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developer in the initial phase of the development. Well 26 is scheduled for
construction in 2006 or 2007. Well 26 includes the construction of a 1-million galion
storage tank. Well 27 may also include construction of a storage tank for additional
peak capacity.

Additional wells would be required for other future development. The developers are
required to fund construction of new wells and distribution system improvements to
provide water to their development. The wells and water distribution system become
part of the City water system. Anticipated groundwater requirements by 2027 are
16,500 acre-feet per year. This will be provided by existing wells and wells to be
constructed to accommodate future growth.

Agricultural and some industrial water users located in the Manteca planning area
also use locally produced groundwater. Agricultural water use is expected to decline
as Manteca’s residential development is displacing the local agriculture. The net
impact on agricultural water supply is neutral as agricultural and residential water use
on an annual basis are similar. Industrial users should benefit from Manteca’s
conjunctive water use as the groundwater extraction is reduced to the safe aquifer
yield.

Surface Water. The City of Manteca, along with the Cities of Escalon, Lathrop and
Tracy contracted with the South San Joagquin lrrigation District in 1995 for treated
surface water. The contract for the surface water is included in Attachment 3.
Construction on the water treatment plant and transmission lines were completed in
2005. Surface water deliveries began in July of 2005.

The surface water deliveries are scheduled to increase until full capacity of 18,500
acre feet per year is reached. The project planned in two phases. Phase 1 provides
up to 11,500 acre feet through 2010. Phase 2 would be constructed after 2010 and
would provide up to 18,500 acre feet by 2027.

Reclaimed Water. The Urban Water Management Plan and includes reclaimed
water in future water planning. Reclaimed water requires construction of tertiary
filters and disinfection facilities to meet Title 22 Reclamation Criteria. A reclaimed
water distribution system is also required. Recent NPDES disposal and treatment
requirements require the construction of tertiary filters and disinfection facilities. The
treatment requirements make the use of reclaimed water for irrigation feasible in
some areas of the City but will be limited due to the lack of a reclaimed water
distribution system. At present, reclaimed water for dust control at construction sites
and imigation of the Big League Dream sports complex is the only planned use of the
reclaimed water. Additional landscape irrigation with reclaimed water is anticipated in
the future. Reclaimed water for irrigation in the Sundance/Oleander Annexation is
not planned.

® Page 4
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Groundwater Management. The San Joaquin County Flood Control and Water
Conservation District adopted a groundwater management plan for San Joaquin
County in 2004, which includes much of the ESJCGB. The City of Manteca
participated in the development of the groundwater management plan. A major
objective of the groundwater management plan is to stabilize the groundwater level in
the central and eastermn portions of the basin.

The City of Manteca plans to manage its groundwater use to meet the safe aquifer
yield for the area, which has been estimated at 1 acre-ft/acre/year. Historically,
Manteca has been extracting groundwater at a rate of 2.4 acre-fi/facre/year. Both the
Water Master Plan and the Urban Water Management Plan recognize the overdraft
in the basin. To reduce Manteca’s overdraft, the City is obtaining surface water from
the South County Water Supply Project in the 2005. The City will begin reducing its
groundwater extraction to the safe aquifer yield of 1 acre-f/acre/year when the
surface water is available.

Water Supply Reliability. Water supply reliability is addressed in the Urban Water
Management Plan. In past droughts, the groundwater supply has been very reliable.
Groundwater levels have dropped during severe droughts but recovered in
subsequent years. However, there has been a long-term drop in groundwater levels
(approximately 4 feet since 1964) in the Manteca area. The drop in groundwater is
due to both the local groundwater pumping and the severe overdratft in the central
and eastern portions of the groundwater basin. The combined effort of Manteca to
reduce groundwater overdraft and the San Joaquin County Groundwater
Management Plan should help maintain the historical refiability of Manteca’s
groundwater.

The South San Joaquin Irrigation District, which is supplying the surface water from
the Stanislaus River, has pre-1914 water rights. With the construction of New
Melones Reservoir, the SSJID entitiement was negotiated with the DWR at 300,000
acre-ft per year. The entitiement is subject to reductions when the New Melones
inflow is less than 600,000 acre-feet. An examination of the inflows between 1922
and 2000 indicated that SSJID would have received its full allocation of 300,000
acre-ft in all but 16 years during this period. The severity of possible reductions was
estimated by examining the three lowest inflow years of 1977, 1924 and 1988, which
would have reduced SSJID’s allocation by 37, 24 and 23 percent, respectively.
Conservation and increased groundwater development can sustain reductions of this
order. Based on SSJID water rights and minimal reductions in past low flow years,
the surface water supply is considered a reliable source. Manteca plans to construct
additional groundwater wells to maintain full water supply with a 50% reduction in
surface water supply.

Long term overdraft of the basin groundwater poses a water supply reliability threat
from the intrusion of saline water. Surface water supplies will enable groundwater
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pumping to be reduced the in Manteca area and reduce the intrusion of saline water
into the area.

Changes in water quality standards have the potential to reduce available
groundwater available to the City. The Federal Maximum Contaminant Level (MCL)
for arsenic was lowered from 50 ug/l to 10 ug/t in 2001. The State of California is
also evaluating the arsenic MCL, which could be lower than the Federal MCL. The
revised arsenic MCL becomes effective in 2006. Twelve of the City wells exceed the
revised Federal arsenic MCL, with concentrations ranging from 12 to 19 ug/l.
Manteca is currently evaluating arsenic treatment and water management
alternatives to maintain Manteca’s water supply capacity while meeting the new
arsenic standard.

Summary

The City of Manteca has an adequate supply of water for the Sundance/Oleander
Annexation Area. Surface water in combination with existing and planned
groundwater supplies will supply potable water for the development. Improvement s
in the water supply, such as construction of additional wells, storage tanks with
pumping stations and water distribution system may be required to supply water to
the development. The specific water supply improvements required for the
development can only be determined at the time tentative maps for the development
are submitted for approval.

The City is addressing issues that may affect the reliability of its potable water supply,
which include the lower arsenic Maximum Contaminant Level. Additional

information on Manteca’s water supply planning is available in the Water Master Plan
and the 2005 Urban Water Management Plan. ‘
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Attachment 1

Sundance/Oleander Annexation
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Community

Development

Memo

To: Mike Brinton, Public Works Director
Jim Podesta, Assistant Director of Public Works
Keith Conamoe, Associate Civil Engineer

From: Kafhleen Wold, Planning Manager
Date: Oclober 19, 2005

Re: Water Analysis

Please accept this memo to inifiate a water analysis for the following project:

“
24

Date Submitted: 't 7 101, (%,

Subdivision:  Qleander/Sundance/Sundance 2. A total of 1.074 units (See maps)

Commercial Project: _Approximately 2.30 acres of GC (General Commercial) land

Sent to Public Works: L& g 190 0%

Subject to $B 6102 a_ N
2212 ﬁ 2 N
Needs City Council Action? @V N
Went to Council; / /
Analysis Sent Back to Community Development: / /
Compileted Date: i /

® Page 1
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Table 2-1
. Proposed Project Characteristics
Proposed . Proposed Proposed
, . Total Site Number of Estimated Unit Size Parks and Proposegj
Project Name Location A . .. Number of Commercial
creage Single-Family Residents {Sguare Boys and Land Uses
Residences Feet) Girls Club

Oleander South of Woodward 11236 544 1,795 1,400~  Two parks None

Estates Avenue and bounded acres 3,000 (4.79 and
by Woodward Avenue, 2.12 acres)

Oleander Avenue, and a Boys

Peach Avenue, and and Girls

Union Road ) Club (1.95
acres)

Sundance North of Woodward 110 acres 451 1,488 1,200~  Two parks 2.29 acres
Avenue and adjacent 3,000 (5.62and {(no particular
to Woodward Avenue, 471 acres)  development
Union Road, SR 120, proposed)
and Airport Way ,

Sundance 2 North of Woodward 7.53 79 380 1,400~ None None
Avenue and bounded acres 2,100
by Atherton Drive

Totals 229.89 1,074 3,663 N/A 19.19 acres  2.29 acres

acres

2.3.2 COMMERCIAL SPACE

The project (part of the Sundance 2 subdivision) includes the development of 2.29 acres of commercial space
located in the northeast comer of the proposed Sundance development, north of Atherton Parkway and just south

of SR 120. No additional details regarding proposed tenants for this space are available as of this writing.

2.3.3 PARKS AND BOYS AND GIRLS CLUB

As described in Table 2-1, four parks are included as part of the project. Two parks (4.79 and 2.12 acres) are
associated with the Oleander Estates development, and two parks (5.62 and 4.71 acres) are associated with the
Sundance development. Additionally, a 1.95-acre Boys and Girls Club facility is proposed within the Oleander

Estates development.

OLEANDER ESTATES PARKS AND Bovys AND GIRLS CLUB

A 4.79-acre park would be located in the vicinity of Union Road and Woodward Avenue, and would include play
equipment areas, picnic areas, shade trees and other landscaping, sports fields/courts, grassy areas, and an outdoor

amphitheater.

Oleander, Sundance, and Sundance 2 initial Study

~ s ~ - _- e e
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Attachment 2

2005 Urban Water Management Plan Excerpts
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MANTECA 2005 URBAN WATER MANAGEMENT PLAN

Groundwater

The City is located in the Eastern San Joagquin County Groundwater Basin {ESJCGB), which is a sub-
basin of the San Joaquin Valley Groundwater Basin. The ESJCGB subbasin number is 5-22.01. DWR's
Bulletin 118 — 80, Ground Water Basins in California classified the ESJCGB as a basin in a critical
condition of overdraft. The Northeastern Groundwater Banking Authority and the San Joaquin County
Flood Control and Water Conservation District undertook the developrment of a groundwater management
plan for San Joaquin County, which includes most of the ESJCGB. The San Joaguin County Board of
Supervisors adopted the groundwater management plan in September of 2005. The South County Water

Supply Project is discussed in the groundwater management plan as an integrated conjuctive use
program element.

The groundwater aquifers underlying the City extend to depths in excess of 600 feet have been identified
to include four geologic formations. In increasing depth from the surface, the identified aquifers are Victor
Formation, Laguna Formation, Mehrten Formation, and Valley Springs Formation. Due to the alluvial
generation of these aguifers, there is significant variation in grain size, with lenses and strata of high yield
gravel, permeable sandy material and lower permeability clays. In general, the strata slope from the hills
east of the City downward to the west, providing good recharge from hill runoff as well as from the
Stanislaus River. The City's wells primarily withdraw water from the Laguna and Victor Formations.

The groundwater basin safe yield was estimated in a 1985-groundwater study at 1.0 acre-foot per acre per
year. Historically, the City extracted groundwater at a rate of approximately 2.4 acre-feet per acre per
year, based on the developed City area. As discussed previously, the South County Water Supply project
will allow the City’s to reduce local groundwater extraction to the basin safe yield of 1.0 acre-foot per acre
per year. Groundwater pumping by City wells from 2000 to 2004 is surmmarized in Table 5.

Table 5.

City of Manteca Groundwater Pumping

Year 2000 2001 2002 2003 2004
Acre Feet 12,609 12,974 13,516 14,451 14,933
Percent of 100 100 100 100 100
Water Supply
Recycled Water.

The City wastewater quality control facility (WQCF) treats an average dry-weather wastewater flow of
about 6 mgd and has an average dry weather design capacity of 6.95 mgd. A WQCF expansion is
currently in progress to increase the average dry weather capacity to 9.87 mgd. Approximately 15 percent
of the wastewater treated at the WQCF is from the City of Lathrop.

The City currently disposes of treated wastewater to both land and the San Joaquin River. The
wastewater disposed to land is used to irrigate fodder crops on City owned and leased agricultural lands
near the WQCF. The discharges to land averaged about 0.87 mgd (1,030 acre-feet) but wili be reduced o
0.73 mgd (870 acre-feet) in 2005 as 30 acres of disposal land is converted to a softball field complex.

The remainder of the wastewater is discharged to the San Joaquin River. The treated wastewater for
agricultural irrigation is unchlorinated secondary effluent. Wastewater discharged to the San Joaguin
River is secondary effluent that has been disinfected to 23-mpn/100 ml with chlorine and dechiorinated
with suifur dioxide before discharge.

The 2005 Water Quality Control Facility Master Plan City evaluated the use of recycled wastewater for, .

12
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TECA 2005 URBAN WATER MANAGEMENT PLAN
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Supply and Demand Comparison

Law

10635 (a) Every urban water supplier shall include, as part of its urban water
management plan, an assessment of the reliability of its water service to its
customers during normal, dry, and multiple dry water years. This water supply
and demand assessment shall compare the total water supply sources available to
the water supplier with the total projected water use over the next 20 years, in
five-year increments, for a normal water year, a single dry water year, and
multiple dry water years. The water service reliability assessment shall be based
upon the information compiled pursuant to Section 10631, including available
data from the state, regional, or local agency population projections within the
service area of the urban water supplier.

Supply and Demand Comparison

Table 9 compares current and projected water supply and demand. It indicates that in average water
years, the City has sufficient water to meet its customers’ needs, through 2025. This is based on
continued development of groundwater wells and completion of the South County Surface Water Project.
As noted in Table 8, the supply totals assume a groundwater withdrawal rate of 1.0 acre ft per acre per
year beginning in 2005.

Table 9.
Projected Supply and Demand Comparison
2005 2010 2015 2020 2025 2030
Supply totals 15,581 18,471 22,286 27,279 32,334 34,590
Demand totals 15,491 18,310 21,641 25,579 30,234 35,735
Difference 100 161 645 1,700 2,100 -1,145

Units of Measure: Acre-feet/Year

It is estimated that water demand will exceed supply in 2030 by about 3.3 percent. -

Table 10 presents a supply and demand comparison where surface water supply decreases in response
to dry year conditions. This analysis assumes that groundwater is extracted at 1 acre-foot/acre per year.
The groundwater supply is increased yearly as required to conform to City policy of assuring there is
adequate water and sewer capacity for new development. This requires the development of additional
groundwater supplies to maintain the groundwater supply at 47 percent of the water supply. The water
demands presented in Table 10 assume a 3.4 percent annually increase. The water supply demand
scenario calculation is included in Appendix C.

26
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MANTECA 2005 URBAN WATER MANAGEMENT PLAN

Table 10.

Single Dry Year and Multiple Dry Water Years
Water Demand-Supply Comparison

Multiple Dry Water Years
Water Supply Sources Current Single Dry Year 1 Year 2 Year 3 Year 4
Supply Water 2006 2007 2008 2009

Year

2005
Supply fotals 18,474 14,564 19,028 17,504 18,322 18,021
Percent supply reduction 0 22 0 6 5 8
Demand totals 15,491 15491 16,018 16,562 17,125 17,708
Difference 2,983 -927 3,010 1,342 1,187 313

Unit of Measure: Acre-feet/Year

27
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Attachment 3

South San Joaquin Irrigation District
South County Water Supply Project
Water Supply Contract
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EXECUTION COPY

WATER SUPPLY DEVELOPMENT AGREEMENT

‘This Agreement, dated as of October 1, 1995, by and between the South
San Joaquin Irrigation District (the “District”), an irrigation district duly
organized and existing pursuant to the Irrigation District Act (the “Irrigation
District Act”), commencing with California Water Code, Section 20500 and
the City of Manteca (the “City”), a municipal corporation created pursuant to
the constitution and laws of the State of California.

WITNESSETH:

WHEREAS, the City and certain other water purveyors in San Joaquin
County have expressed interest in purchasing treated water from the District
(cap1tahzed terms used herein and not otherwise defined shall have the
meanings set forth below);

- WHEREAS, in order for the City to recei\}e treated water, certain
facilities, including the Project, must be constructed; -

WHEREAS, by entermg into this Agreement, the Clty intends to
preserve its ability to receive treated water from the Project in the future
through subsequent construction of project facilities, in addition to those
initially constructed, sufficient to serve the City;

WHEREAS, the District and the City now wish to enter into this
Agreement to provide for the construction, operation and financing of the
Project, for the sale by the District to the Czty of the City’s Project Allotment
and certain other matters;

NOW, THEREFORE, the parties hereto do agree as follows:
Section 1.  Definitions.

The following terms shall, for all purposes of this Agreement have the
following meanings:

“Additional Project Participant” means any public district, agency or
entity or private water company, other than those entities listed in Part I of
Appendix A hereto, which executes a Water Supply Agreement in accordance
with Section 18 hereof, together with their respective successors or assigns.
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“Bonds” mean all bonds, notes or similar obligations (but not-
including Contracts) of the City authorized and issued by the City under and
pursuant to applicable laws of the State of California after the date of
execution of this Agreement, the principal of and interest on which are an
operation and maintenance expense of the City Water System determined in
accordance with generally accepted accounting principles and which are .
secured by a pledge or a lien on City Net Water System Revenues and which
are on a parity with the obligations of the City under this Agreement.

: “Bond Resolution” means the resolution or resolutions providing for
the issuance of District Bonds and the terms thereof.

“City” shall have the meaning assigned thereto in the pfeamble hereto.

. “City Fiscal Year” means the twelve month period commencing on
July 1 of each year and ending on the following June 30 or such other twelve
month period which may be designated by the City as its fiscal year.

“City Net Water Systém Revenues” means, for any City Fiscal Year, the
City Water System Revenues for such City Fiscal Year less the City Operation
and Maintenance Expenses for such City Fiscal Year. '

“City Operation and Maintenance Expenses” means the costs spent or
incurred by the City for maintaining and operating the City Water System,
calculated in accordance with generally accepted accounting principles,
including (among other things) the expenses of management and repair and
‘other expenses necessary to maintain and preserve the City Water System, in
good repair and working order, and including administrative costs of the City,
salaries and wages of employees, payments to the Public Employees
Retirement System, overhead, insurance, taxes (if any), fees of auditors,
accountants, attorneys or engineers and insurance premiums, and all other
reasonable and necessary casts of the City, but excluding in all cases
(i) depreciation, replacement and obsolescence charges or reserves therefor,
(ii) amortization of intangibles or other bookkeeping entries of a similar
nature, and (iii) charges for the payment of principal and interest on City
Prior Debt, Bonds or Contracts.

“City Prior Debt” means notes, bonds or other obligations of the City
existing prior to the date of execution hereof, which are identified in Exhibit D
hereto and which are payable from City Water System Revenues.

“City Water System” means all properties and assets, real and personal,
tangible and intangible, of the City now or hereafter existing, used or
pertaining to the acquisition, treatment, reclamation, transmission,
distribution and sale of watgr_, including all additions, extensions, expansions,

Y
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improvements and betterments thereto and equipment relating thereto;
provided, however, that to the extent the City is not the sole owner of an asset
or property or to the extent that an asset or property is used in part for the
above described water purposes, only the City’s ownership interest in such
asset or property or only the part of the asset or property so used for water
purposes shall be considered to be part of the City Water System.

“City Water System Revenues” means all income, rents, rates, fees,
charges, and other moneys derived by the City from the ownership or
operation of City Water System including, without limiting the generality of
the foregoing, (i) all income, rents, rates, fees, charges or other moneys
derived from the sale, furnishing, and supplying of water and other services,
facilities, and commiodities sold, furnished, or supplied through the facilities
of City Water System, including standby and availability charges, capital water
facilities fees for design, construction and reconstruction expenses,
development fees and other fees allocable to the City Water System, (ii) such
taxes or assessments as may be imposed for payment of Fixed Project Costs,
Variable O&M Costs or Fixed O&M Costs if the levy thereof and payment
hereunder is permitted by law and (iii) the earnings on and income derived
from amounts set forth in clauses (i) and (ii) above, and shall not include
(y) customers' deposits or any other deposits subject to refund until such
deposits have become the property of the City and (z) proceeds of any taxes or
assessments except taxes or assessments described in clause (ii) above.

"Contract Payments” means the Fixed Project Costs payable by the City
hereunder in any City Fiscal Year and provided that the term Contract
Payments shall also include the sum of;

(1)  the interest accrumg during such City Fiscal Year on all
outstanding Bonds, assuming that all outstanding serial Bonds are retired as
-scheduled and that all outstanding term Bonds are redeemed or paid from
sinking fund payments as scheduled (except to the extent that such interest is
to be paid from the proceeds of the sale of any Bonds);

(2)  that portion of the principal amount of all outstanding serial
Bonds maturing during such City Fiscal Year;

(3)  that portion of the principal amount of all outstanding term
Bonds required to be redeemed or paid during such City Fiscal Year; and

(4)  that portion of payments under Contracts (other than under this
Agreement) constituting principal and interest required to be made at the
times provided in the Contracts.

"Contracts” means this Agreement and all contracts of the City
authorized and executed by the City under and pursuant to the applicable
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laws of the State of California after the date of execution of this Agreement,
the payments under which are an operation and maintenance expense of the
City Water System determined in accordance with generally accepted
accounting principles and which are secured by a pledge of or lien on the City
Net Water System Revenues and which are on a parity with the obligations
of the City under this Agreement.

“Debt Service” means, as of the date of calculation and with respect to
District Bonds, an amount equal to the sum of (i) interest payable during such
District Fiscal Year on District Bonds, except to the extent that such interest is
to be paid from capitalized interest and (ii) that portion of principal of District
Bonds payable during such District Fiscal Year. Such interest and principal
installment for such series shall be calculated on the assumption that no
District Bonds outstanding at the date of calculation will cease to be
outstanding except by reason of the payment of principal on the due date
thereof;

provided further that, as to any such District Bonds bearing or
comprising interest at other than a fixed rate, the rate of interest used to
calculate Debt Service shall be one hundred ten percent (110%) of the greater
of (a) the daily average interest rate on such District Bonds during the twelve
(12) calendar months preceding the date of calculation (or the portion of the
then current District Fiscal Year that such District Bonds have borne interest)
or (b) the most recent effective interest rate on such District Bonds prior to the
date of calculation; and

provided further that, as to any such District Bonds or portions thereof
bearing no interest but which are sold at a discount and which discount
accretes with respect to such District Bonds or portions thereof, such accreted
discount shall be treated as interest in the calculation of Debt Service; and

provided further that the amount on deposit in a debt service reserve
fund on any date of calculation of Debt Service shall be deducted from the
amount of pr1nc1pa1 due at the final maturity of the District Bonds for which
such debt service reserve fund was established and in each preceding District
Fiscal Year until such amount is exhausted.

“District Bonds" means -bonds, notes or other evidences of
indebtedness of the District issued to finance or refinance the Project and
includes additional District Bonds to complete the Project.

"District Fiscal Year” means the twelve month period commencmg on
January 1 of each Year and-ending on the following December 31 or such
other twelve month period which may be designated by the District as its
fiscal year.
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“Feasibility Certificate” means a certificate of a consulting engineer to

the effect that, based on contracts awarded by the District for construction of
- the Project and the consulting engineer's estimates of the cost of the portions

of the Project for which contracts have not been awarded, the District has
sufficient District Bond proceeds together with estimated proceeds to be
derived from any authorized but unissued District Bonds and moneys on
deposit with the District and legally available for the Project to complete the
Project. : .

“Fixed O&M Costs" means operation, maintenance, power,
replacement and other costs, including Project Operation and Maintenance
Expenses and a reasonable reserve for contingencies, in each case incurred by
the District with respect to the Project, irrespective of the amount of water
delivered to the Project Participants.

Pxxed Project Costs” means capital costs, including Debt Service and
reserves for the payment of Debt Service of the Project, incurred by the
District in accordance with Sections 13 and 14 hereof.

"Independent Certified Public Accountant” means any firm of certified
public accountants appointed by the City, or the District, as the case may be,
~and each of whom is independent pursuant to the Statement on Auditing
Standards No. 1 of the American Institute of Certified Public Accountants.

“Operating Committee” means the Operating Committee created in
accordance with Section 4 of the Water Supp'ly Agreement.

"Pro;ect" means certain facilities necessary to deliver treated water to
the Project Participants, including the following; (i) a raw water pipeline from
the District’s existing raw water system to the Treatment Plant, (ii) the
Treatment Plant, and (iii) treated water pipelines from the Treatment Plant to
the Project Participants. The District and the City acknowledge that the
feasibility of the Project is currently being mves’agated by the District and that
the definition of the Project shall be revised prior to commencement of
construction as provided in Section 4 hereof without amendment to this
Agreement and that the City may elect to cause certain Project facilities to be
sized to include the City's Project Allotment and may elect to cause certain
Project facilities to not be sized to include the City's Project Allotment.

“Project Allotment” means 12,700 acre-feet of water per year for Phase I
as identified in Exhibit A and 24,500 acre-feet of water per year for Phase I
unless such Project Allotment for Phase II is reduced in accordance with the
Water Supply Agreement.

"Project Milestones” means the events described in Section 4(b) hereof.

BN
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“Project Operation and Maintenance Expenses” means the costs spent
or incurred by the District for maintaining and operating the Project,
calculated in accordance with generally accepted accounting principles and
Section 20 hereof, including (among other things) the expenses of
management and repair and other expenses necessary to maintain and
preserve the Project, in good repair and working order, and including
administrative costs of the District, salaries and wages of employees,
payments to the Public Employees Retirement System, overhead, insurance,
taxes (if any), fees of auditors, accountants, attorneys or engineers and
insurance premiums, and including all other reasonable and necessary costs
of the District, or charges required to be paid by it to comply with the terms of
the District Bonds or of this Agreement, but excluding in all cases (i) '
depreciation, replacement and obsolescence charges or reserves therefor, (ii)
amortization of intangibles or other bookkeeping entries of a similar nature,
(iii) costs of capital additions, replacements, betterments, extensions or
improvements to the Project, which under generally accepted accounting
principles are chargeable to a capital account or to a reserve for depreciation
and (iv) charges for the payment of principal and interest on the District
Bonds. :

“Project Participant” means the City and each entity listed in Part I of
Appendix A hereto exeCuting Water Supply Agreements with the District,
and each Additional City.

"Reaches” means the segments of the Project from or through which
Project Participants receive water which will be determined in accordance
with Section 5(a) hereof.

"Request" méans a written certificate of the City Manager of the City
specifying the portion of the City’s Project Allotment which the City requests
be delivered by the District to the City in each month of a Year in accordance
with Section 6 hereof.

“Treatment Plant” means water treatment facilities to be located at a
site to be determined by the District after consultation with the Operating
Comumittee and with capacity sufficient so as to treat the Project Allotments of
all Project Participants, including all associated facilities, rights, properties,
electrical facilities and improvements appurtenant thereto as provided and
necessary therefor.

"Trustee" means the entity or entities designated by the District
pursuant to any Bond Resolution to administer any funds or accounts
required by such Bond Resolution or otherwise.

“Variable O & M Costs" means the operation, maintenance, power,
replacement and other costs, including Project Operation and Maintenance
- :

ES y
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Expenses and water supply costs at a cost per acre-foot established in
accordance with this Agreement (which cost shall be lower for Project
Participants located within the District and higher for those Project
Participants located outside the District), incurred by the District in connection
with the Project in an amount which is dependent-upon and varies with the
amount of water delivered to the Project Participants.

“Water Supply Agreement” means this Agreement and each Water
Supply Development Agreement by and between the District and a Project
Participant, as the same may be amended or supplemented from time to time.

"Year” means the twelve-month period from }énuary 1 through
December 31, both dates inclusive. ' '

Section 2. * Purpose.

The purpose of this Agreement is for the District to sell Project
Allotment to the City, to deliver Project Allotment to the City available from
the Project, to provide the terms and conditions of such delivery and sale and
to provide for the financing of the Project. The parties hereto confirm that
this Agreement constitutes a contractual right to purchase treated water and
that no water right is being transferred by the District to any Project
Participant under this Agreement. Each Project Participant acknowledges that .
-the District is entering into Agreements with cities located within the District
and outside the District and upon execution hereof each Project Participant
waives any claim such Project Participant may have to the Project Allotment
of other Project Partficipants.

Section 3.  Financin nstruction and eration.

(a)  District to Develop Project.. Subject to compliance with all
necessary federal and state laws, including but not limited to the California
Environmental Quality Act (“CEQA”), the terms and conditions of the
District's water rights, permits and licenses and all agreements relating
thereto, the District will use its best efforts to cause or accomplish the
construction, operation and financing of the Project, the obtaining of all
necessary authority and rights, consents and approvals, and the performance
of all things necessary and convenient therefor.

The parties acknowledge that the construction and operation of the
Project constitutes a project subject to environmental review under CEQA.
At the time of execution of this Agreement, the specific nature of the Project
is still uncertain and only vaguely defined. As contemplated by this
Agreement, the specific nature of the Project will be developed after further
study in the next feasibility and preliminary design phase of the Project
development, and through those phases City retains full discretion whether
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to proceed. Accordingly, the District and each City agree that CEQA review
should be deferred to a subsequent phase of Project development after the
Project is more specifically defined. The District shall conduct and complete
appropriate CEQA environmental review no later than commencement of
final Project engineering design. Such environmental review may be tiered
to enable the Cities to perform related but independent CEQA analysis.

(b)  Project Milestones. The District may approve a Project
‘Milestone only in the event the District has received a certified resolution of
the Operating Committee and, in the event of the commencement of
construction, the following conditions are met: (i) the District has received a
report of a consulting engineer setting forth a description of the Project,
which may include amendments to the definition of the Project, (ii) has

- received a Feasibility Certificate with respect to the Project, (iii) the District has
approved any and all conditions imposed by any federal, state or local agency
on Project approvals, and (iv) evidence that any approvals, permits, licenses
or similar actions required by the State Water Resources Control Board
necessary to permit the District to deliver treated water to the Project
Participants shall have been received or progress satisfactory to the District
and the City has been achieved.

(¢)  Termination of Participation or Reduction of Project Allotment.
The City may terminate its participation in the Project or reduce its Project
Allotment (i) on or prior to the issuance of any District Bonds, (ii) on or prior
to the commencement of final design of the Project or (iii) on or prior to the
commencement of construction determined in accordance with Section 3(b)
hereof by delivery of a certified resolution of the City Council delivered to the
District. In the event of a termination after the issuance of any District Bonds,
the City shall have the option of (a) paying to the District all Fixed Project
Costs allocable to the City in accordance with Section 14 hereof, in which case
this Agreement shall terminate, or (b) to remain obligated to pay Fixed Project
Costs allocable to the City in accordance with Section 14 hereof until paid in
full, in which case this Agreement shall not terminate until such payment in
full. On and after the date such resolution is delivered to the District, the City
shall not be obligated to pay any Fixed Project Costs with respect to
construction of the Project or any Fixed O&M Costs or Variable O&M Costs
relating to delivery of treated water. Within ten days of notice to the District
of a termination of participation or a reduction in the Project Allotment by
any Project Participant, the District shall provide written notice thereof to the
City. The District shall not issue any District Bonds within 30 days of such
notice to the City without written approval thereof by the City.

(d)  Obligation to Pay Construction Costs. The District shall not incur
any Fixed Project Costs with respect to costs of construction prior to '
commencement of construction in accordance with Section 3(b) hereof and
the City shall not be obligated to pay.any Fixed Project Costs with respect to
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construction prior to such commencement of construction. In the event that
the City elects to terminate its participation in the Project prior to
commencement of construction in accordance with Section 3(c) hereof, the
City shall have no obligation to pay any Fixed Project Costs with respect to
costs of construction.

Section 4. Operating Committee.

(a)  General. The District shall establish an Operating Committee for
the Project. The Operating Committee shall consist of the General Manager
of the District and the City Manager of each Project Participant unless the
District or a Project Participant designates another staff member or consultant
to serve on the Operating Committee and shall be chaired by the General
Manager of the District or his or her designee. The Operating Committee
shall meet at least quarterly and at other times when a meeting is called by the
chair of the Operating Committee or upon written request thereof by two
Project Participants. The Operating Comumnittee shall (i) have authority to
approve Project Milestones, (ii) develop operating procedures and may
recommend to the District that the District and the Project Participants enter
into operating agreements to supplement this Agreement from time to time,
and (iil) meet to review, evaluate and recommend to the District by majority
vote items related to the acquisition, construction, financing, operation and
maintenance of the Project and the status of any water rights issues relating to
the District's abﬂity to deliver treated water to the City, including but not
limited to review of the construction budget, the annual operations and
maintenance budget and other financial and operational matters relating to
delivery of treated water to the Project Participants.

(b)  The District shall give written notice to the Operating
Committee 45 days prior to commencing any Project Milestone. The District
may comunence any Project Milestone on or after the 45th day following such
written notice unless a Project Participant shall have disapproved
commencement of such Project Milestone in writing on or before such 45th
day. Such disapproval shall include the reason or reasons for the
disapproval. In the event the District receives a written disapproval from a
Project Participant the District shall work to address and resolve such Project
Participant's concerns and then request the written authorization to proceed
for the Project Milestone. In the event that the District and such Project
Participant cannot resolve such disapproval within 60 days, either the District
or the Project Participant may terminate this Agreement by giving written
notice to the other party subject to such Project Participant's obligation to pay
Fixed Project Costs incurred prior to said date. The Project Milestones are:

(i)  Commencement of Final Design. Prior to commencing

with the final design phase under an engineering services contract, the
District shall provide the City with the preliminary design plans and
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preliminary cost estimate The District shall not award a contract for
final design work until Section 3(a) and (b) have been complied with.

(ii) Commencement of Construction. Prior to commencing
construction, the District shall provide the City with the final design
work, including construction-ready final plans and specifications and
final cost estimate and a final pricing and delivery policy for raw water.
The District shall not commence construction until Section 3(a) and (b)
have been complied-with. -

(iii)  Financing. Prior to issuing District Bonds to finance the
Project, the District shall give written notice of the District’s finance
plan and proposed not-to-exceed terms which shall be binding upon
the District. The District shall not issue any District Bonds until Section
~ 3(a) and (b) have been complied with.

(¢)  Compliance with Agreements. No action by the Operating

Committee pursuant to the Water Supply Agreements or otherwise shall in
any way affect the ability of the District to act with respect to any Bond
Resolution, any agreement entered into by the District for the construction or
operation of the Project or any applicable licenses, permits or regulatory
provisions and the District shall be responsible for executing contracts relating
to construction and operation of the Project and fulfilling the obhga‘uons of
the District thereunder.

Section 5. Construction of the Project.

(a)  Determination of Capacities of Reaches and Treatment Plant.
Unless otherwise determined by the District after consultation with the
Operating Committee, the capacity of the Reaches of the Project will be
determined by the Consulting Engineer based upon the Contract Project
Allotment and Treatment Plant capacity, at one or more turnouts for the City
as agreed to by the District and the City. Unless otherwise agreed by the
District and the City in writing, and subject to Section 4 hereof, the Treatment
Plant will have sufficient capacity to serve the City its full Project Allotment.

Subject to the rights of the City under subsection (b) of this Section and
the other provisions of this Agreement, the District shall provide in each
appropriate Reach of the Project and in the Treatment Plant capacity to serve
the City with the daily amount requested by the City as agreed to by the City
and the District in writing prior to the commencement of the construction of
the Project.

‘(b)  Criteria for Determining Capacity of Project. The District shall
design and construct the Project with the Reaches and Treatment Plant
capacity determined as. set forth in subsec‘uon (a) of thls Section and necessary

10
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to enable delivery of daily delivery of water in each Year to the City and to
other Project Participants and at the locations, times, maximum rates and
minimum pressure agreed to by the District and the City.

(¢)  Inspection of Project Plans and Specifications: Preparation of Bid
Materials: Award of Contracts. Unless otherwise determined by the District,
the District shall prepare and put out to public bid a single set of bid materials
(which may include multiple schedules) relating to construction and
acquisition of each Reach and of the Treatment Plant. Prior to the award of
any such contract or contracts, the District shall determine whether the total
amount of such contract or contracts, together with contracts previously
awarded with respect to the Project, together with the estimated costs for
those portions of the Project for which contracts have not been awarded as
determined by a consulting engineer, can be funded from the proceeds
derived from District Bonds, estimated proceeds to be derived from any
authorized but unissued District Bonds and other amounts then on deposit
with the District and legally available therefor, including estimated
investment earnings thereon. The District shall not award any contracts
which would cause the District to be obligated for an amount which is in

. excess of the proceeds to be derived from District Bonds and other amounts
on deposit with the District and legally available for the Project.

Section 6.  Delivery of Water.

(a)  Reguest by City. Pursuant to the terms of this Agreement, the
District shall provide to the City, and the City shall take, or cause to be taken,
in each Year an amount of water equal to the amount set forth in a Request of
the City, but in no event shall the District be obligated to deliver an amount
of water in excess of the City’s Project Allotment. Subject to the Project
Participant’s payment obligations hereunder, the District agrees to use its best
efforts to deliver water pursuant to this Agreement meeting all applicable
local, state and federal water quality standards as such standards may be in
effect from time to time. .

‘(b) Maximum PrQ;ggt Allgimgnz; The District is currently entitled

to appropriate water from the Stanislaus River and the District shall make
available to the City its Project Allotment from such appropriated water,
subject to the availability of water and compliance with all local, state and
federal laws, rules and regulations.

()  Points of Delivery. The District will deliver or cause to be
delivered to or for the account of the City the amount of water specified in
each request at a point along the Project to be agreed upon by the District and
the City. The District will remain available to make or cause to be made all
necessary and possible arrangements for transmission and delivery of such
water in accordance with this Agreement ‘ =

11
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(d)  Procedure for Determining Water Delivery Schedule. The
amounts, fimes and rates of delivery of water to the City 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 15 of each year, the City shall submit
in writing to the District a preliminary water delivery schedule
indicating the amounts of water desired by the City during each month
of the succeeding three Years or such lesser or greater period as the
District shall determine.

(2)  Upon receipt of a preliminary schedule the District shall
review it and, after consultation with the City, shall make such
modifications in it as are necessary to insure that the amounts, times,
and rates of delivery to the City will be consistent with the District’s
overall delivery ability, considering the then current delivery
schedules of all Project Participants and the District.

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

(e)  Limit on Peak Deliveries of Water. In no event shall the District
contract to deliver to the Clty from the Project in any Year nor to deliver to
the City from the Project in any one day a total amount of Project Allotment
greater than that agreed to by the District and each Project Participant prior to
the issuance of any District Bonds.

€3] Limit on Rate of Delivery to City. In no event shall the District
be obligated to deliver water to the City through any delivery structure at a
total combined instantaneous rate of flow exceeding the cubic feet per second
and minimum pressure which will be determined upon the initial operation
date, except as this rate of flow or pressure may be revised by mutual written
agreement of the District and the City.

(g)  Delivery of Water Not Delivered in Accordance with Schedule.
If in any Year the District, as a result of causes beyond its control, is unable to
deliver any portion of the City’s Project Allotment for such Year as provided
for in the delivery schedule established for that Year, the City 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, to the extent that such
water is then available and such election is consistent with the District’s

.\:é )
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overall delivery ability, considering the then current delivery schedules of all
Project Participants and the District.

Secon 7. Curtailment of Delivery for Maintenance Purposes.

(a)  District May Curtail Deliveries. The District may temporarily
discontinue or reduce the delivery of water to the City hereunder for the
purposes of necessary investigation, inspection, maintenance, repair, or
replacement of any of the Project facilities necessary for the delivery of water
“to the City. The District shall notify the City 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.

()  City May Receive Later Delivery of Water Not Delivered. In the
event of any discontinuance or reduction of delivery of water pursuant to
subsection (a) of this Section, the City may elect to receive the amount of
water which otherwise would have been delivered to it during such period
under the water delivery schedule for that Year at other times durmg the Year
to the extent that such water is then available and such election is consistent
with the District's overall delivery ability, considering the then current
delivery schedules of all Project Participants and the District.

Section 8.  Shortage in Water Supply.

(@)  Shortages. In any Yearin which there may occur a shortage or

. interruption due to drought or other cause in the supply of water available
for delivery to the Project Partmpants including but not limited to shortages

~ or interruptions caused by changes in laws, regulations or rulings relating to
or affecting the District's water rights, permits and licenses, with the result
“that such supply is less than the total of the annual Project Allotments of all
Project Participants for that Year, the District shall reduce the delivery of
water to the City pro rata with deliveries to all Project Participants based upon
the Project Allotment of the City and each Project Participant without
preference or priority among the City and the Project Participants. .

(b)  Allocation of Shortages. The District shall allocate any shortage
or interruption in the supply of water available for delivery by District
hereunder between agricul’fural users and the Project Participants such that
any percentage reduction in the dehvery of water to the City is approximately
equal to the percentage reduction in the delivery of water to the Dls’mct s
agricultural customers.

()  Future Annexations of Land to District. The District shall not
annex any land to the District other than land the acquisition of which has
been approved by the Board of Directors prior to the effective date of this
Agreement yrless said annexation shall include an express condition that the

13



From:COMMUNITY DEVELOPMENT 209 825 2349 01/03/2006 17:28 #1739 P.031/063

lands so annexed shall have an entitlement to receive water from District that
is subordinate in priority to the right of City to receive water from District
pursuant to this Agreement. In any Year in which there may occur a shortage
or interruption in the supply of water available hereunder with the result
that such supply is less than the total of the annual Project Allotment of all
Project Allotments of all Project Participants for the Year, the District shall
reduce or suspend the delivery of water by District to lands annexed to District
following the effective date of this Agreement.

(d)  Future Transfers of Water by District. In the event that,
following the effective date of this Agreement, District enters into any
agreement for the sale or transfer of water to any retail or wholesale water
provider for consumptive use outside District boundaries, the District shall
ensure that such transfer agreement includes an express condition that the
transferee shall have an entitlement to receive water from the District that is
subordinate in priority to the right to City hereunder. In any Year in which
there may occur a shortage or interruption in the supply of water with the

. result that said supply available to the Project Participants is less than the
annual Project Allotment of all Project Participants for the year, District will
reduce or suspend the delivery of:-water by the District to such transferee. The
District represents and warrants that, as of the effective date of this
Agreement, it has not entered into any agreement, other than this
Agreement, for the sale or transfer of water for use outside the District’s
boundaries which is not subordinate in priority to the right or the City and
the Project Participants hereunder.

(e)  No Liability for Shortages. Neither the District nor any of its
officers, agents, or employees shall be liable for any damage, direct or indirect,
arising from the shortages in the amount of water to be made available for
delivery to the City under this Agreement caused by drought or any other
cause beyond its control; provided however that nothing in this clause
(e) shall excuse the District from compliance with clauses (a), (b), {c) and (d)
hereof. : '

Section 8.A. Agreements to Meet Statutory, Regulatory and Permitting

Reguirements

(@)  The District and the City hereby acknowledge and agree that the
District may from time to time enter into or be obligated to enter into
agreements, including water transfer agreements, as part of one of the
following statutory, regulatory or permitting purposes:

(1)  Settle petitions, proceedings, or hearings before the
SWRCB, not instituted by the District, at which the District’s consumptive
water diversion rights are at issue;

3 . Y
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- (2)  Mitigate the environmental effects of, obtain or maintain
necessary governmental approvals for, or resolve challenges to, the Project in
accordance with the California Environmental Quality Act or the National
Environmental Protection Act; or

(3)  Satisfy requirements arising out of Federal Energy
Regulatory Commission relicensing of hydro-generation plants owned in
whole or'in part by the District or by a joint powers agency of which the -
District is a member, or the licensing of such a plant that is, as of the time of
execution of this Agreement, being planned by the District.

) (1)  To the extent that the District enters into an agreement or
agreements for the purposes set forth in sub-section (a) above that commit the
District to forego the use of a portion of its water entitlements or to transfer
water to other entities, the City and the District agree that the District shall be
free to negotiate the terms and conditions of the agreement or agreements
without. first obtaining the City’s concurrence so long as the quantities of
water involved will not reduce City’s supply of water from the Project in
excess of ten percent (10%), excluding reductions caused by any other reason. -

(2)  Prior to the District entering into any agreement or
agreements for the purposes set forth in sub-section (a) above, which commit
the District to forego the use of a portion of its water entitlements or to
transfer water to other entities and the quantity of water involved
cumulatively exceeds ten percent (10%) of City’s Project Allotment per year,
the District shall obtain the City’s approval of the terms and conditions of the
agreement or agreements. City agrees that its approval shall not be
unreasonably withheld. City will have a period of thirty (30) days from the
time District provides written notice of a proposed transfer, to review the
proposed transfer. If City reasonably objects to the proposed transfer, it shall
prov1de written notice of its objections to District within the thirty (30) day
review period. If City does not object in this manner within the thirty (30)
day period, it wﬂl be deemed to have given its consent to the proposed
transfer

(3)  The City and District agree to proceed as expeditiously as
possible to develop a program or programs geared toward insuring water
reliability for agricultural and municipal customers within the District and to
off-set any losses of water entitlements associated with the application of the
provisions of sub-sections (b)(1) and (2) above.

Section 9.  Measurement of Water Delivered.
The District shall méasure, or cause to be measured, all water delivered

to the City and shall keep and maintain accurate and complete records
thereof. For this purpose and in accordance with Sectipn 6 hereof, the District
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shall install, operate, and maintain, or cause to be installed, operated and

. maintained, at all delivery structures for delivery of water to the City such
measuring devices and equipment as are satisfactory and acceptable to both
parties. Said devices and equipment shall be examined, tested, and serviced by
the District regularly to insure their accuracy. At any time or times, the City
may inspect such measuring devices and equipment, and the measurements
and records taken therefrom.

Section 10. Responsibility for Delivery and Distribution of Water.

(a) Neither the District nor any of its officers, agents, or employees
shall be liable for the control, carriage, handling, use, disposal, or distribution
of water supplied to the City after such water has passed the delivery

~structures established in accordance with Sections 5(a) and 6(c) hereof; 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 including attorneys fees and other costs of
defense in correction therewith; the City shall indemnify and hold harmless
the District and its officers, agents, and employees from any such damages or
claims of damages. ’ :

(b)  Neither the City nor any of its officers, agents or employees shall
be liable for the control, carriage, handling, use, disposal, or distribution of
water to be supplied to the City until such water has reached the Project
facilities, 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 reached said delivery
structures and including attorneys fees and other costs of defense in
connection therewith; the District shall indemnify and hold harmless the City

~and its officers, agents, and employees from any such damages or claims of
damages.

Section 11. Sale or Other Disposition of Project Allotment By City.

(a).  Sale or Other Disposition of Project Allotment Without
Approval. The City may sell or otherwise dispose of all or any portion of its
Project Allotment within its boundaries and within its sphere of influence as
determined by the San Joaquin County. Local Agency Formation Committee,
or.any successor entity thereto, or to another Project Participant without
approval by the District.

(b)  Sale or Other Disposition of Project Allotment Subject to
Approval: The City may sell or dispose of all or any portion of its Project
Allotment to retain water providers within San Joaquin County, with the
approval of the District, proyided however that such sale shall be subject to a
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right of first refusal of all Project Participants and the District on a pro rata
basis to take delivery of such Project Allotment on the same terms and
conditions.

(c) her Sales or Other Di ition. The City may not sell or
otherwise dispose of all or any portion of its Project Allotment or its rights or
obligations with respect thereto except as set forth in subsections (a) and (b) of
this Section or Section 17 hereof. :

(d)  No Reduction in City Obligation. In no event shall any sale or
other disposition of all or any portion of the City’s Project Allotment relieve
the City of any of its obhgatlons hereunder.

(e)  Notice of Sale or Other Disposition. The City shall give ninety

(90) days’ advance written notice to the District of any proposed sale or other
disposition pursuant to this Section.

Section 12. Rates and Charges.

(a)  Establishment of Rates and Charges. The District shall fix

charges to the City under this Agreement to produce revenues to the District
from the Project equal to the amounts anticipated to be needed by the District
to meet the following costs of the District to deliver the City’s Project
Allotment (including Treatment Plant capacity) through the Project: (i) Fixed
Project Costs, (ii) Fixed O&M Costs, and (iii) Variable O&M Costs. The District
shall fix charges to the City to produce revenues to the District from the
Project to meet the costs described in (i)-and (ii) above as set forth in Section
14 hereof and to meet the cost described in (iii) above based on Requests of the
City for water and the amount of water received by the District.

(b)  Insufficiency of Funds. Because costs determined in accordance
with this Agreement are based on estimates if such funds are not sufficient
for such purposes, the City shall pay to the District an amount equal to such
City’s share of the total cost to pay Fixed Project Costs in the proportions
established in accordance with Section 14 hereof. The obligation of this
Section is incurred by the City for the benefit of future owners of District
Bonds, and shall commence and continue to exist and be honored by the City
whether or not water is furnished to-it from the Project at all times or at all
(which provision may be characterized as an obligation to pay all costs on a
take-or-pay basis whether or not water is delivered or provided and whether
or not the Project is completed or is operable).

(¢} Source of Payments. The obligation of the City to make
payments under this Agreement is not a general obligation of the City and the
City shall make payments under this Agreement solely from City Water
System Revenues as a City Operation and Maintenance Expense. The City .-
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shall make such payments prior to any payment therefrom, other than City
Prior Debt and on a parity with other City Operation and Maintenance
Expenses. Nothing herein shall be construed as prohibiting (i) the City from
using any other funds and revenues for purposes of satisfying any provisions
of this Agreement or (ii) from incurring obligations payable on a parity with
the obligations under this Agreement so long as the City complies with
subsection (a) of Section 19(a) hereof. '

(d)  Qbligation Is Not Subject To Reduction. The City shall make
payments under this Agreement whether or not the Project is completed,
operable, operated or retired and notwithstanding the suspension,
interruption, interference, reduction or curtailment of operation of the
Project or of water contracted for in whole or in part for any reason
whatsoever. Such payments are not subject to any reduction, whether offset
or otherwise, and are not conditioned upon performance by the District or

any other Project Participant under this Agreement or any other agreement.

(e)  Several Obligation. The City shall not be liable under this
Agreement for the obligations of any other Project Participant. The City shall
be solely responsible and liable for performance of its obligations under this
Agreement. The obligation of the City to make payments under this
Agreement is a several obligation and not a joint obligation with those of the
other Project Participants. '

. Gection 13. Annual Budget and Billing Statement.

, The District will prepare a preliminary annual budget for the first year
of Project operation at least six months prior to the projected date of
Operation. Thereafter, the District will prepare a preliminary annual budget.
for each applicable Year for credits, costs and expenses relating to the Project,
including Fixed Project Costs, Variable O&M Costs and Fixed O&M Costs on
or before September 1 of each Year. The District shall submit a draft of such
budget to the Operating Committee on or prior to each September 15 for
review and comment by the Operating Committee. District staff shall use its
best efforts to resolve any questions Or CONCEIns caused by a Project Participant .
during such review. The Board of Directors of the District will adopt a final
annual budget for the applicable Year on or before December 1 of each Year
after at least one public hearing on the budget and shall allow any Project
Participant which may object to any provision of the budget to present such
objection during such hearing. The District shall supply a copy of said final
annual budget to the City on or before December 15 of each Year. Any
amendment to the budget shall be submitted to the Operating Comumittee for
review and comment at least 30 days prior to action thereon by the District
Board of Directors. Any such amendment shall be subject to the same
hearing requirements applicable to the budget set forth above.

R e
* .

18



From:COMMUNITY DEVELOPMENT 209 825 7349 01/08/2006 17:28 #179 P.036/063

Section 14.  Allocation of Costs and Expenses.

For the purpose of allocations of costs and expenses pursuant to this
Agreement, the Project shall be allocated (i) to such Reaches as are
determined by the District to be necessary for such allocations of costs and
(i) to the Treatment Plant. Except as permitted herein, the District shall not
allocate costs and expenses in any way which discriminates among Project
Participants which take delivery through the same Reaches except that the
cost of raw water included in Variable O&M Costs may be varied between
Project Participants within the boundaries of the District and those outside
the boundaries of the District. After the execution of this Agreement and
prior to commencement of construction of the Project, the District and the
Project Participants shall develop a cost allocation method for District general
fund and other general overhead and allocable raw water system costs to be
allocated to the Project. '

(a) Meth f Computation of Fixed Proj . The Fixed

Project Costs shall be sufficient to return to the District those capital
costs of the District necessary to treat and deliver water to the City. The

- total amount of Fixed Project Costs of the Treatment Plant and each
Reach of the Project utilized by the City shall be allocated to the City
based upon the ratio of the Project Allotment including Treatment
Plant capacity of the City to the Project Allotments including
Treatment Plant capacity of all Project Participants utilizing the

" Treatment Plant and such Reach. The City and the District
acknowledge that if the City has not elected to have-all facilities which
are a part of the Project sized to enable the City to take treated water, the
City shall not be liable for any Fixed Pro]ect Costs for such -
unconstructed facﬂmes

(b)  Method of Computation of Fixed O&M Costs. The Fixed
O&M Costs shall return to the District those costs of the Project
necessary to deliver water to the Project Participants which constitute
Fixed O&M Costs. The total amount of Fixed O&M Costs of the
Treatment Plant and each Reach of the Project for each Year shall be
allocated among all Project Participants entitled to delivery of water
from or through the Treatment Plant and each Reach based upon the
ratio of the Project Allotment including Treatment Plant capacity of
each Project Participant to which water is treated at the Treatment Plant
or delivered through the Reach to the total Project Allotment
mcludmg Treatment Plant capacity of all Project Participants for which
water is treated at the Treatment Plant or delivered through the Reach,
as the case may be. The City and the District acknowledge that if the
City has not elected to have all facilities which are a part of the Project
sized to enable the City to take treated water, the City shall not be liable

v for any Fixed:©&M Costs for such unconstructed facilities.
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(©)  Method of Computation of Variable O&M Costs. The
Variable O&M Costs shall return to the District those costs of the
Project which constitute Variable O&M Costs. There shall be computed
for the Treatment Plant and for each Reach of the Project a charge per
acre-foot of water which will return to the District the total projected
Variable O&M Costs of the Treatment Plant and each Reach for each
Year, which computation will reflect the differing cost of raw water to
Project Participants within the District and those outside the District.
The amount of the Variable O&M costs for the Treatment Plant and for
each Reach of the Project shall be the sum of the products obtained
when the charges per acre-foot of water determined above for the
Treatment Plant and for each Reach necessary to deliver water to the
City are multiplied by the number of acre-feet of water treated by the
Treatment Plant and water delivered to the City from or through that
Reach during the Year, as the case may be. The City and the District
acknowledge that if the City has not elected to have all facilities which
are a part of the Project sized to enable the City to take treated water, the
City shall not be liable for any Variable O&M Costs.

(d)  Adjustments of Allocation. On or after the date the
- Project is in operation, the District shall update the values and
amounts of Fixed Project Costs, Fixed O&M Costs and Variable O&M
Costs on a quarterly basis, including year-to-date comparisons to the
approved Project Budget in order that the costs and expenses to the City
may accurately reflect increases or decreases form Year to Year in
. projected costs, principal and interest payments on District Bonds,
annual Project Allotments, estimated deliveries, and all other factors
which are determinative of such charges. In addition, each such
determination shall include an adjustment to be paid by the City for
-succeeding Years which shall account for the differences, if any,
between projections of costs used by the District in determining the
amounts of said costs and expenses for all preceding Years and actual
costs incurred by the District during such Years.

Section 15. Time and Method of Payment.

(a)  Fixed Project Costs. Payments by the City of the Fixed Project
Costs shall commence on December 1, 1995, Thereafter, the City shall pay to

the District, on or before January 1 of each Year, 100% of the charge to the City
for the next succeeding District Fiscal Year of the Fixed Project Costs.

\C%Z,P initial operation date. Thereafter the City shall pay to the sttnct on or

WY Y
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before January 1 of each Year, the sum of the charges to the City for the Year
for the Fixed O&M Costs.

(c)  Variable Q&M Costs. Payments by the City of the Variable O&M
Costs shall commence on the January 1, April 1, July 1 or October 1 which is
closest to, but is at least three months immediately preceding, the date on
which initial water delivery is estimated to be made to the City. Thereafter,
the City shall pay to the District the charges to the City for the Variable O&M
Costs for the three-month period commencing on the next succeeding
January 1, April 1, July 1 or October 1 so that the District receives quarterly
payments of Variable O&M Costs three months in advance of the time when
such Variable O&M Costs will begin to be incurred by the District.

(d). Statement of Charges. The District shall furnish the City with a
written statement of the estimated Fixed Project Costs and Fixed O&M Costs
of the City for the next succeeding District Fiscal Year, taking into account
applicable credits received by the District and estimated investment earnings
on moneys related to the Project held by the District. The District shall, on or
before March 15, June 15, September 15 and December 15 of each Year,
commencing with the District Fiscal Year in which the initial operation date
is estimated to occur furnish the City with a statement of the charges to the
City for the Variable O&M Costs for the three-month period commencing on
the July 1, October 1, January 1 or April ], commencing three and one-half
months subsequent to such date. :

. (e)  Contest of Accuracy of Charges. If a City questions or disputes
the correctness of any billing statement by the District, it shall pay the District
the amount claimed when due and shall within thirty (30) days of receipt of
such billing statement request an explanation from the District. If the bill is
determined to be incorrect, the District will adjust the bill to such City in the
next District Fiscal Year. If the District and the City fail to agree on the ‘
correctness of a bill within thirty (30) days after the City has requested an
explanation, the parties shall promptly submit the dispute to arbitration
under Section 1280 et seqg. of the Code of Civil Procedure. ~

Section 16. Obligation in the Event of Default.

(a)  Written Demand Upon Failure to Make Payment. Upon failure
of the City to make any payment in full when due under this Agreement or
to perform any other obligation hereunder, the District shall make written
demand upon the City, and if said failure is not remedied within thirty (30)
days from the date of such demand or, if District Bonds are outstanding, for
such additional time as is reasonably required, in the sole discretion of the
Trustee, to correct the same, such failure shall constitute a default at the
expiration of such period. Notice of such demand shall be provided to each
other Poject Partigipant by the District. Upon failure of the District to
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perform any obligation of the District hereunder, the City shall make written
demand upon the District, and if said failure is not remedied within thirty
(30) days from the date of such demand or, if District Bonds are outstanding,
for such additional time as is reasonably required, in the sole discretion of the
Trustee, to correct the same, such failure shall constitute a default at the
expiration of such period. Notice of such demand shall be provided to each’

Project Participant by the City making such written demand.

In addition to any default resulting from breach by the District or the
City of any agreement, condition, covenant or term hereof, if the District or
the City shall file any petition or institute any proceedings under any act or
acts, state or federal, dealing with or relating to the subject of bankruptcy or
insolvency or under any amendment of such act or acts, either as a bankrupt
or as an insolvent or as a debtor or in any similar capacity, wherein or
whereby the District or the City asks or seeks or prays to be adjudicated a
bankrupt, or is to be discharged from any or all of its debts or obligations, or
offers to its creditors to effect a composition or extension of time to pay its
debts, or asks, seeks or prays for a reorganization or to effect a plan of
reorganization or for a readjustment of its debts or for any other similar relief,
or if the District or the City shall make a general or any assignment for the
benefit of its creditors, then in each and every such case the District or the
City, as the case may be, shall be deemed to be in default hereunder.

(d) - Transfer for Defaulting City’s Account. Upon the failure of the

City to make any payment which failure constitutes a default under this
Agreement, the District shall use its best efforts to transfer for the City’s
account all or a portion of the City’s Project Allotment for all or a portion of
the remainder of the term of this Agreement. Notwithstanding. that all or
any portion-of the City’s Project Allotment is so transferred, the City shall
remain liable to the District to pay the full amount of its share of costs

“hereunder as if such sale or transfer has not been made, except that such
liability shall be discharged to the extent that the District shall receive
payment from the transferee thereof. ;

(¢)  Termination of Entitlement to Project Allotment: Continuing
Obligations.- Upon the failure of the City to make any payment which failure
constitutes a default under this Agreement and causes the District to be in
default under any Bond Resolution, the District may (in addition to the
remedy provided by subsection (b) of this Section) give notice of termination
of the provisions of this Agreement insofar as the same entitle the City to its
Project Allotment which notice shall be effective within 30 days thereof
unless such termination shall be enjoined, stayed or otherwise delayed by
judicial action. Irrespective of such termination, the City shall remain liable
to the District to pay the full amount of costs hereunder. ‘

'\:§-
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(d). Enforcement of Remedies. In addition to the remedies set forth
in this Section, upon the occurrence of an event of default as defined herein,
the District or the City, as the case may be, shall be entitled to proceed to
protect and enforce the rights vested in such party by this Agreement by such
appropriate judicial proceeding as such party shall deem most effectual, either
by suit in equity or by action at law; whether for the specific performance of
any covenant or agreement contained hereon or to enforce any other legal or
equitable right vested in such party by this Agreement or by law. The
provisions of this Agreement and the duties of each party hereof, their
respective boards, officers or employees shall be enforceable by the other party
hereto by mandamus or other appropriate suit, action or proceeding in any
court of competent jurisdiction, with the losing party paying all costs and
attorney fees. Without limiting the generality of the foregoing, the District or
the City, as the case may be, shall have the right to bring the following actions:

(1)  Accounting. By action or suit in equity to require an
accounting by the District or the City, as the case may be, including its
officers, employees and assigns.

(2) - Injxgngtigh. By action or suit in equity to enjoin any acts
or things which may be unlawful or in violation of the rights of the
District or the City, as the case may be.

(3) Mandamus. By mandamus or other suit, action or
proceeding at law or in equity to enforce its rights against the other
party hereto (and its board, officers and employees) and to compel the
other party hereto to perform and carry out its duties and obligations
under the law and its covenants and agreements as provided herein.
(e)  Waiver. The waiver by the District or the Trustee of any breach

by the City of any agreement, condition, covenant or term hereof shall not
operate as a waiver of any subsequent breach of the same or any other
agreement, condition, covenant or term hereof.

() Trustee is Third Party Beneficiary. Any Trustee for District
Bonds shall have the right, as a third party beneficiary, to initiate and
maintain suit to enforce this Agreement to the extent provided in any Bond
Resolution.

Section 17. Transférs, Sales and Assignments of Proiect Allotment or
- Water m.

(a)  Transfer of Project Allotment. The City has rights to make
transfers, sales, assignments and exchanges (collectively "transfers") of its
Project Allotment or its rights or obligations with respect thereto only as

.+ expressly provided in Section 11 hereof or in clause (b) of this Section.
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(b) ransfer of ¢ zwngrﬁhip. . Except as may be expressly required by

law, the City shall not transfer ownership of all or any substantial portion of
its Water System to another entity except in an annexation, consolidation,
merger Or reorganization with another governmental entity or a change in
governmental form in accordance with the Cortese-Knox Local Government
Reorganization Act of 1985, as amended (commencing with California
Government Code Section 56000, et seq.) or any similar successor statute, in
which the surviving entity or entities assume in the aggregate all obligations
of the City under this Agreement and in which the rights under this
Agreement may be enforced as provided in Government Code Section 56121.

(1)  The City shall not consent to such annexation,
consolidation, merger or reorganization or change in governmental
form unleéss the City shall have delivered to the District a certificate of
an independent financial advisor certifying that, based upon the rates
and charges of the surviving entity in effect on the date of such
annexation, consolidation, merger or reorganization or change in
governmental form, shall be in compliance with Section 19(a) hereof
and the surviving entity agrees in'writing on or prior to such date to
assume all obligations of the City hereunder.

(2)  The City shall give ninety (90) days advance written notice
to the District of any proposed transfer pursuant to this subsection.
Appendix A to this Agreement shall be amended as appropriate to
reflect any transaction pursuant to this subsection.

Section 18. Additional Project Participants.

The City acknowledges that the District may enter into Water Supply
Agreements with Additional Project Participants subsequent to the execution
of this Agreement to the extent the District determines that sufficient capacity
exists to supply such Additional Project Participant’s Project Allotment
consistent with the District’s overall delivery abilities. Prior to the execution
of a Water Supply Agreement with an Additional Project Participant, the

 District shall promptly provide to the City a revised Exhibit A to this
Agreement setting forth the revised list of Project Allotments of the Project
Participants. No Water Supply Agreement with an Additional Project
Participant shall be executed with an Additional Project Participant outside
the boundaries of the District unless the District shall first offer such Project
Allotment to each Project Participant on the same terms and conditions as
offered to such Additional Project Participant. The Water Supply Agreement
with such Additional Project Participant shall establish a price to be paid by
the Additional Project Participant to the City an amount which reasonably
compensates the City for Fixed Project Costs and Fixed O&M Costs previously
paid by the City which are fairly allocable to the Additional Project Participant,
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including but not limited to costs incurred by the City in connection with the
Project prior to execution of this Agreement, and, if such Additional Project
Participant is located outside of the boundaries of the District, is not less than
the highest price paid by any Project Participant.

Section 19. Covenants of the City.

(a)  Amount of Rates and Charges. The City will fix, prescribe and

collect rates and charges for the City Water System which will be at least

- sufficient to yield during each City Fiscal Year City Net Water System
Revenues (excluding Contract Payments) equal to one hundred twenty-five
percent (125%) of the Contract payments for such City Fiscal Yeat. The City
may make adjustments from time to time in such rates and charges and may
make such classification thereof as it deems necessary, but shall not reduce
the rates and charges then in effect unless the City Net Water System
Revenues from such reduced rates and charges will at all times be sufficient
to meet the requirements of this section. '

(b)  Against Sale or Other Disposition of Property. The City will not
sell, lease or otherwise dispose of the City Water System or any part thereof,
except as provided in Section 17 hereof, unless the City determines that such
sale, lease or other disposition will not materially adversely affect the City’s
ability to comply with subsection (a) of this Section. The City will not enter
into any agreement or lease which impairs the operation of the City Water
System or any part thereof necessary to secure adequate City Net Water
System Revenues for the payment of the obligations imposed under this
Agreement or which would otherwise impair the rights of the District with
respect to the City Water System Revenues or the operation of the City Water
System. '

()  Against Comgé’dtive Facilities. To the extent permitted by
existing law and within the scope of its powers but only to the extent

necessary to protect the rights of the owners of District Bonds, the City will
not acquire, construct, maintain or operate and will use its best efforts not to
permit any other public or private agency, corporation, district or political
subdivision or any person whomsoever to acquire, construct, maintain or
operate within the boundaries of the City any water system competitive with
the City Water System which might have the effect of materially adversely
affecting the City’s ability to pay Fixed Project Costs, Fixed O&M Costs and

. Variable O&M Costs.

(d)  Maintenance and Qperation of the City Water Svstem: Budgets.
The City will maintain and preserve the City Water System in good repair
and working order at all times and will operate the City Water System in an
efficient and economical manner and will pay all City Operation and
Maintenance Expenses as théy become due and payable. On ¢ before the first
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day of each City Fiscal Year thereafter, the City will adopt and file with the
District a budget approved by the legislative body of the City, including
therein in the estimated City Operation and Maintenance Expenses for such
City Fiscal Year the estimated Fixed Project Costs, Fixed O&M Costs and
Variable O&M Costs payable. Any budget may be amended at any time
during any City Fiscal Year and such amended budget shall be filed by the City
with the District. The District may enforce this clause (d) only to the extent
necessary to protect the rights of the owners of District Bonds.

(¢)  Insurance. The City shall procure and maintain or cause to be
procured and maintained insurance on the City Water System with
responsible insurers so long as such insurance is available from reputable
insurance companies, or, alternatively, shall establish a program of self-
insurance, or partcipate in a joint powers agency providing insurance or
other pooled insurance program, in such amounts and against such risks

(including accident to or destruction of the City Water System) as are usually
covered in connection with water systems similar to the City Water System.

() Accounting Records and Financial Statements.

(i)  The City will keep appropriate accounting records in
which complete and correct entries shall be made of all transactions
relating to the City Water System, which records shall be available for
inspection by the District and the Trustee at reasonable hours and
under reasonable conditions.

(i) The City will prepare and file with the District annually
within one hundred eighty (180) days after the close of each City Fiscal
Year (commencing with the City Fiscal Year ending June 30, 1995)
financial statements of the City for the preceding City Fiscal Year
prepared in accordance with generally accepted accounting principles,
together with a report of an Independent Certified Public Accountant
thereon. The City will promptly furnish a copy of such report to the
District and to the Trustee.

(g) Protection of Security and Rights of the District. The City will
preserve and protect the rights of the District and the Trustee to the
obligations of the City hereunder and will warrant and defend such rights
against all claims and demands of all persons.

(h) Payment of Taxes and Compliance with Governmental
Regulations. The City will pay and discharge all taxes, assessments and other
governmental charges which may hereafter be lawfully imposed upon the
City Water System or any part thereof or upon the City Water System
Revenues when the same shall become due. The City will duly observe and
conform with all valid regulations and requirements of any governmental

Lo Wy
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authority relative to the operation of the City Water System or any part
thereof, but the City shall not be required to comply with any regulations or
requirements so long as the validity or application thereof shall be contested
in good faith. :

_ (i)~ Further Assurances. The City will adopt, deliver, execute and
make any and all further assurances, instruments and resolutions as may be
reasonably necessary or proper to effect the financing and refinancing of the
Project, to assure the District of the City's intention to perform hereunder and
for the better assuring and confirming unto the District and the Trustee of the
rights and benefits provided to them herein. '

) Maintenance of Tax-Exempt Status of District Bonds.
Notwithstanding any other provision of this Agreement, the City shall not
take any action or omit to take any action, directly or indirectly, in any -
manner, which would result in any of the District Bonds being treated as an
obligation not described in Section 103(a) of the Internal Revenue Code of
1986, as amended, by reason of classification of such District Bond as a
“private activity bond” within the meaning of Section 141 of said Code or for
any other reasomn: :

Section 20. Covenants of the District.

(a) Insurance. The District shall procure and maintain or cause 1o
be procured and maintained insurance on the Project with responsible
insurers so long as such insurance is available from reputable insurance
companies, or, alternatively, shall establish a program of self-insurance, or
participate in a joint powers agency providing insurance or other pooled
insurance program, covering such risks, in such amounts and with such
deductibles as shall be determined by the District. The District shall
indemnify and hold harmless the City from any liability for personal injury
or property damage resulting from any accident or occurrence arising out of
or in any way related to the construction or operation of the Project.

(b)  Accounting Records and Financial Statements.

(i)  The District will keep appropriate accounting records in
which complete and correct entries shall be made of all transactions
relating to the Project, which records shall be available for inspection,
copying and audit by the City and its accountants, attorneys and agents
at reasonable houis and under reasonable conditions. '

(ii)  The District will prepare annually within one hundred
eighty (180) days after the close of each District Fiscal Year (commencing
with the District Fiscal Year ending December 31, 1995) financial
statemetts of the District for the preceding District Fiscal Year prepared
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in accordance with generally accepted accounting principles, together
with a report of an Independent Certified Public Accountant thereof.
The District will promptly furnish a copy of such report to the City and .
to the Trustee. ‘

(c) Compliance with Law. The District shall comply with all local,
state and federal laws applicable to the Project.

(d)  Against Sale or Other Disposition of Project. The District will
not sell, lease or otherwise dispose of the Project or any part thereof unless
the Board of Directors of the District determines that such sale, lease or other
disposition will not materially adversely affect the District's ability to comply
with its obligations hereunder and such determination is approved by the
Operating Committee. :

(¢) Maintenance and Operation of the Project. Subject to the
payment obligations of the Project Participants hereunder, the District will
maintain and preserve the Project in good repair and working order at all
times and will operate the Project in an efficient and economical manner.

Section 21. Term.

(a)  No provision of this Agreement shall take effect until it and
Water Supply Agreements with all Project Participants (other than
Additional Project Participants) have been duly executed and delivered to the
District together with an opinion for each Project Participant of an attorney or
firm of attorneys in substantially the form attached hereto as Exhibit B and an
opinion for the District of Brown & Wood, Special Counsel to the District, in
substantially the form attached hereto as Exhibit C.

(b) . Notwithstanding the delay in effective date of this Agreement
until all Project Participants have complied with subsection (a) of this Section,
it is agreed by the City that in consideration for the District's signature hereto,
and for its cornmitment to use its best efforts to obtain the commitment of all
Project Participants, the City upon its execution and delivery of this
Agreement to the District along with the required opinion and any required
evidence of compliance as required by subsection (a) of this Section shall be
immediately bound not to withdraw its respective offer herein made to enter
into this Agreement as executed and/or supplemented or to decrease or
terminate its Project Allotment before December 1, 1995.

(¢)  Unless terminated in accordance with Section 3(c), the term of
this Agreement shall continue until the later of December 31, 2029 and the
final maturity of District Bonds. The parties hereto agree to negotiate in good-
faith to amend this Agreement on or prior to such date to extend the term
hereof and to include terms and conditions as are mutually agreeable to the

3
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parties, provided that the price to be paid with respect to the Project
Allotment in such amendment shall reflect the payment of capital costs to
such date. In the event that the District and all Project Participants cannot
agree to amend the Agreement, the District agrees to cause ownership of the
Project to be transferred to a joint powers agency or similar entity created by
the Project Participants and to enter into a raw water sale agreement with
such entity on terms and conditions consistent with the raw water pricing
and delivery policy in effect under this Agreement at the time of such
transfer.

In the event the ownership of the Project is transferred pursuant to this
subparagraph (c), the quantity of raw water that will be made available to the
entity created by the Project Participants shall not be reduced from the -
quantity of raw water being made available by the District to the Project
Participants immediately prior to the expiration of the term of this
Agreement. Should the ownership of the Project be transferred to a new
entity, the price paid to the District for raw water shall be on the same terms
as prior to the transfer, plus any costs incurred by the District for operation,
maintenance or capital improvement reimbursements relating to facilities
necessary to deliver raw water to the Project.

Section 22. Assignment. '

The District may pledge and assign to any Trustee for District Bonds, all
or any portion of the payments received under this Agreement from the City
and the District's other rights and interests under this Agreement. Such
pledge and assignment by the District shall be made effective for such time as
the District shall determine and provide that the Trustee shall have the
power to enforce this Agreement in the event of a default by the District
under a Bond Resolution. The City may assign its rights or obligations under
this Agreement only in accordance with Section 17 hereof.

Section 23. Amendments‘

Except as otherwise provided in this Agreement, on and after the date
District Bonds are issued and so long as any District Bonds are outstanding in
accordance with the applicable Bond Resolution, Sections 11(d), 12(a), (c) and
(d), 14(a), 16, 17,19 and 21 of this Agreement shall not be amended, modified
or otherwise changed or rescinded by agreement of the parties without the
consent of each Trustee for District Bonds whose consent is required under
the applicable Bond Resolution. This Agreement may only be otherwise
amended, modified, changed or rescinded in writing by each of the parties
hereto. ' ‘
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Notwithstanding the foregoing, the sections of this Agreement set
forth in the prior paragraph of this Section may be amended without the
consent of each Trustee for District Bonds for any of the following purposes:

(a) to add to the agreements, conditions, covenants and terms
contained herein required to be observed or performed by the District
or the City other agreements, conditions, covenants and terms
hereafter to be observed or performed by the District or the City, or to
surrender any right reserved herein to or conferred herein on the
District or the City, and which in either case shall not adversely affect
the interests of the owners of any District Bonds; )

(o)  to make such provisions for the purpose of curing any
ambiguity or of correcting, curing or supplementing any defective
provision contained herein or in regard to questions arising hereunder
which the District or the City may deem desirable or necessary and not
inconsistent herewith, and which shall not materially adversely affect
the interests of the owners of any District Bonds; '

(c)  to make any modifications or changes necessary or
appropriate in the opinion of a firm of nationally recognized standing
in the field of law relating to municipal bonds to preserve or protect
the exclusion from gross income of interest on the District Bonds for
federal income tax purposes; : ’

(d)  to make any modifications or changes to this Agreement
in order to enable the execution and delivery of District Bonds on a
parity with any District Bonds previously issued and to make any
modifications or.changes necessary or appropriate in connection with
the execution and delivery of District Bonds;

(e)  to make any other modification or change to the
provisions of this Agreement which does not materially adversely
affect the interests of the owners of any District Bonds;

(f  to make changes to the definition of "Project,” including
but not limited to changes resulting from the operation of Sections 3
-and 4 hereof. *

Section 24. Additional Water in Future.

The District agrees that on or about January 1, 2005, to the extent the
Board of Directors of the District determines that water surplus to the needs of
agricultural water users within the District is then available and subject to
compliance with federal and state laws, including CEQA, and to the District's
water rights, permits and licenges, and to state laws applicable thereto, the

hY
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District shall commence proceedings to expand the Project to make additional
treated water available to the Project Participants, but such expansion shall
occur only on terms and conditions reasonably agreeable to the District and
the Project Participants. In the event that the District and the Project
Participants cannot agree upon terms and conditions for expansion of the
Project and delivery of additional treated water, the District shall not be
obligated to expand the Project or to make additional treated water available
to the Project Participants. Nothing in this Agreement shall be construed to
require the District to deliver treated water to the City in excess of the City' s
Project Allotment or to enter into any agreement to deliver treated water to
the City in excess of the City's Project Allotment unless the District Board of
Directors determines that water surplus to the needs of agricultural water
users within the District is available to the District.

Section 25. Miscellaneous

The headings of the sections hereof are inserted for convenience only,
and shall not be deemed a part of this Agreement. :

If any one or more of the covenants or agreements provided in this
Agreement to be performed should be determined to be invalid or confrary to
law, such covenant or agreement shall be deemed and construed to be
severable from the remaining covenants and agreements herein contained
and shall in no way affect the validity of the remaining provisions of this
Agreement. '

This Agreezﬁent may be executed in several counterparts, all or any of
which shall be regarded for all purposes as one original and shall constitute

and be but one and the same instrument.

This Agreement shall be governed by and construed in accordance with
the laws of the State of California.
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IN WITNESS WHEREOF the City has executed this Agreement with
the approval of its governing body, and caused its official seal to be affixed and
the District has executed this Agreement in accordance with the authorization
of its Board of Directors, and caused its official seal to be affixed.

SOUTH SAN JOAQUIN
IRRIGATION DISTRICT

S 2% W AL

Wresident

Attest:

vy Lodet V0

Secretary

CITY OF MANTECA

By, d\ &QL;fl@W

Mayor

[SEAL]

Attest:

B)Q‘Q M Q)LQ ?"")
/City Clerk

Approved as to form
BY}M/

Special Legal Counsel
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City of Escalon

City of Lathrop
City of Manteca
City of Ripon

City of Tracy

209 825 2349

EXHIBIT A

01/08/2006 17:32 #1739 P.050/063

PHASE 1 - UP TO YEAR 2010

Project Allotment
2015
8,007
12,700
1,232

10,000

33,954

PHASE T - UP TO YEAR 2025

SCHEDULE OF PROJECT ALLOTMENTS

City of Escalon
City of Lathrop
City of Manteca
City of Ripon

City of Tracy

A-l

Project Allotment

2,799 .
11,791
24,500
3,919

10,000

53,009
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‘ EXHIBIT "B"

RICHARDS, WATSON & GERSHON

ATTORNEYS AT LAW
A PROFESSIONAL CORPORATION

GLENN R WATSON STEVEN H. KAUFMANN

ROBERAT G. BEVEALY GARY E. GANS RICHARD RICHARDS
HARRY L GEASHON JOMN J. HARRIS (1916-1988)
DOUGLAS W, ARGUE KEVIN G, ENNIS

ROBIN D, HARRIS
MICHAEL ESTRADA
LAURENCE 5. WIENER
¢, EDWARD DILKES
STEVEN R. ORR
OEBOMAM R HAKMAN

MARK L. LAMKEN
ARNOLD SIMON

ERWIN E. ADLER THIRTY-EIGHTH FLOOR

333 SQUTH HOPE STREET
LOS ANGELES, CALIFORNIA 5007 1-1469

DAROLD D. PIEPER
ALLEN B RENNETT
STEVEN L DORSEY

February 7, 1996

WILLIAM L, STRAUSZ
ROBRERT M. GOLDFRIED
ANTHONY B. DREWRY
MITCHELL E. ABBOTT
THAQTHY L. NEUFELD
GREGORY W, STEPANICICH
FAOCHELLE BROWNE
DONALD STERN

MICHAEL JENKINSG
WILLIAM B. RUDELL

DAVES L. COHEN

QNN M. BARROW
CAROL W. LYNGH
JEFFREY A. RABIN
GREGORY M. KUNERT
THOMAS M. JIMBO
MICHELLE BEAL BAGMNERIS
AMANDA F. SLISSKINDG

SCOTT K. SHINTANI
MICHAEL &, COLANTUONG
TERARY P. KAUFMANN MAGIAS
B, TWDEN KM

AUBIN D. WEINER
SASIKIAT. ASAMURA
KAYSER O, SUME

CRAIG A. STEELE

T. PETER PIERCE

ALISON E, MAKER
BENJAMIN BARNOUW
TEAENCE R, BOGA
DOUGLAS A, CARLEN
DANIEL L. PINES

LISA MARIE BOND

WANNIE TSIEN

JENNIFER L. HART

(213) 626-8484
FACSIMILE (213) 626-00758

OFf COUNSEL
WILLIAM K. KAAMER

173721

QUR FILE NUMBER

M5446-00001

DIANE ARKOW

ROBERT C. CECCON ROXANNE M. DIAZ

SBAYRE WEAVER

South San Joaquin Irrigation District
11011 East Highway 20
Manteca, California 95336

City of Manteca
1001 West Center Street
Manteca, California 95337

Ladies and Gentlemen:

We are acting as special counsel to the City of Manteca
(the "City") and we have received the Water Supply Development
Agreement, dated October 1, 1995 (the "Agreement'"), between the
South San Joaquin Irrigation District (the "District") and the
City. We have examined and are familiar with: (i) documents
relating to the existence, organization and operation of the City
provided to us by the City, (ii) certifications by officers of
the City, and (iii) documentation of the City relating to the
authorization, execution and delivery of the Agreement.

Based upon the foregoing and the examination of law and
such other information, papers and documents as we deem necessary
or advisable to enable us to render this opinion, including the
Constitution and laws of the State of California, together with
the resolutions, ordinances and public proceedlngs of the City,
we are of the opinion that:

1. The City is a general law city, duly created,
organized and existing under the laws of the State of California
and duly qualified to furnish water service within its
boundaries.

2. The City has legal authority to enter into the
Agreement and to carry out and consummate all transactions
reasonably contemplated thereby.

3 ot
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RICHARDS, WATSON & GERSHON

South San Joagquin Irrigation District
City of Manteca

February 7, 1996

Page 2

3. Based upon the documents provided to us, the
Agreement appears to be duly authorized, executed and delivered
by the City, is in full force and effect as to the City in
accordance with its terms and, subject to the qualifications set
forth in the second to the last paragraph hereof, and assuming
that the District has all requisite power and authority, and has
taken all necessary action, to authorize, execute and deliver

such Agreement, the Agreement constitutes a valid obligation of
the City.

4. The City is authorized to obligate itself to make
payments under the Agreement from the revenues of its water
system as provided in Section 12 of the Agreement.

5. No approval, consent or authorization of any
governmental or public agency, authority or person (other than -
the City itself) is required for the execution and delivery by
the City of the Agreement.

Additionally, we have been informed by the City Clerk
that based upon her search of the City records, no other
instrument or agreement of the City addresses the subject matter
of the Agreement. Therefore, based on this information, it
appears that the authorization, execution and delivery of the
Agreement and compliance with the provisions thereof will not
conflict with or constitute a breach of, or default under, any
instrument relating to the organization, existence or operation
of the City, any commitment, agreement or other instrument to
which the City is a party or by which it or its property is bound
or affected, or any ruling, regqulation, ordinance, judgment, -
order or decree to which the City (or any of its officers in
their respective capacities as such) is subject. We further do
not believe that the Agreement will conflict with any provision

of the laws of the State of California relating to the city and
its affairs.

We have also been informed by the City Clerk that based
upon a search of her records, there is no action, suit,
proceeding, inquiry or investigation at law or in equity or
before any court, public board or bedy, pending or, to her
knowledge, threatened against or affecting the City or any entity
affiliated with the City or any of its officers in their
respective capacities as such, which questions the powers of the
City referred to in paragraph 2 above or the validity of the
proceedings taken by the City in connection with the
authorization, execution or delivery of the Agreement, or wherein
any unfavorable decision, ruling or finding would materially
adversely affect the transactions contemplated by the Agreement,

2 5
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RICHARDS, WATSON & GERSHON

South San Joaguin Irrigation District
City of Manteca

February 7, 1996

Page 3

or which would adversely affect the validity or enforceability of
the Agreenent.

The opinion expressed in paragraph 3 above is qualified
to the extent the enforceability of the Agreement may be limited
by any applicable bankruptcy, inscolvency, reorganization,
arrangement, moratorium, or other laws affecting creditors'
rights, to the application of equitable principles and to the
exercise of judicial discretion in appropriate cases and to he
limitations on legal remedies against public agencies in the
State of California and provided that no opinion is expressed
with respect to any indemnification or contribution provisions
contained therein.

This opinion is rendered only with respect to the laws
of the State of California and the United States of America and
is addressed only to the South San Joaquin Irrigation District
and the City. No other person is entitled to rely on this
opinion, nor may the opinion be relied upon in connection with
any transactions other than those described herein.

Laurence/S. Wiener

LSW:gg
1731211
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EXHIBIT "C"

STUART L. SOMACH DE CUIR & SOMACH

A PROFESSIONAL CORPORATION
ADRITTED N CALIFORNIA AND
Ny THE DISTRICT OF COLUMBIA ATTORNEYS AT LAW

400 CAPITOL MALL
SUITE 1900
SACRAMENTO, CA 95814-4407
TELEPHONE (918) 445-7979
FACSIMILE (918) 446-8195

November 27, 1995

South San Joaquin Irrigation District
11011 East Highway 20
Manteca, California 95336

City of Manteca
1001 West Center Street
Manteca, California 95337

Ladies and Gentlemen:

We are acting as City Attorney to the City of Manteca (the “City") under
the Water Supply Development Agreement, dated as of October 1, 1995 (the
"Agreement"), between the South San Joaquin Irrigation District (the
"District”) and the City, and have acted as City Attorney to the City in
connection with the matters referred to herein. As such counsel we have
examined and are familiar with (i) documents relating to the existence,
organization and operation of the City provided to us by the City,

(ii) certifications by officers of the City, (iii) all necessary documentation of the
City relating to the authorization, execution and delivery of the Agreement,
and (iv) an executed counterpart of the Agreement. Terms used herein and
not otherwise defined have the respective meanings set forth in the
Agreement.

Based upon the foregoing and such examination of law and such other
information, papers and documents as we deem necessary or advisable to
enable us to render this opinion, including the Constitution and laws of the
State of California, together with the resolutions, ordinances and public
proceedings of the City, we are of the opinion that:

1. The City is a general law city, duly created, organized and
existing under the laws of the State of California and duly qualified to furnish
water service within its boundaries.

2. The City has legal right, power and authority to enter into the
Agreement and to carry out and consummate all transactions reasonably
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South San Joaquin Irrigation District
City of Manteca

November 27, 1995

Page 2

contemplated thereby, and the City has complied with the prov1s1ons of
applicable law relating to such transactions.

3. The Agreement has been duly authorized, executed and
delivered by the City, is in full force and effect as to the City in accordance
with its terms and, subject to the qualifications set forth in the second to the
last paragraph hereof, and assuming that the District has all requisite power
and authority, and has taken all necessary action, to authorize, execute and
deliver such Agreement, the Agreement constitutes the valid and binding
obligation of the City.

4. . The obligations of the City to make payments under the
Agreement from the Revenues of its City Water System or other lawfully
available funds as provided in Section 12 of the Agreement is a valid, legal
and binding obligation of the City enforceable in accordance with its terms.

5. No approval, consent or authorization of any governmental or
public agency, authority or person is required for the execution and delivery
by the City of the Agreement.

6. The authorization, execution and delivery of the Agreement and
compliance with the provisions thereof will not conflict with or constitute a
breach of, or default under, any instrument relating to the organization,
existence or operation of the City, any commitment, agreement or other
instrument to which the City is a party or by which it or its property is bound
or affected, or any ruling, regulation, ordinance, judgment, order or decree to
which the City (or any of its officers in their respective capacities as such) is
subject or any provision of the laws of the State of California relating to the
City and its affairs.

7. There is no action, suit, proceeding, inquiry or investigation at
law or in equity or before any court, public board or body, pending or, to our
knowledge, threatened against or affecting the City or any entity affiliated
with the City or any of its officers in their respective capacities as such, which
questions the powers of the City referred to in paragraph 2 above or the
validity of the proceedings taken by the City in connection with the
authorization, execution or delivery of the Agreement, or wherein any
unfavorable decision, ruling or finding would materially adversely affect the
transactions contemplated by the Agreement, or which would adversely affect
the validity or enforceability of the Agreement.
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South San Joaquin Irrigation District
City of Manteca

November 27, 1995

Page 3

The opinion expressed in paragraph 3 above is qualified to the extent
that the enforceability of the Agreement may be limited by any applicable
bankruptcy, insolvency, reorganization, arrangement, moratorium, or other
laws affecting creditors” rights, to the application of equitable principles and to
the exercise of judicial discretion in appropriate cases and to the limitations
on legal remedies against public agencies in the State of California and
provided that no opinion is expressed with respect to any indemnification or
contribution provisions contained therein.

This opinion is rendered only with respect to the laws of the State of
California and the United States of America and is addressed only to the
South San Joaquin Irrigation District and the City. No other person is entitled
to rely on this opinion, nor may you rely on it in connection with any
transactions other than those described herein

Very truly yours,/
/
o<-/ e

.~~~ Sfuart L. Somach
Attorney

SLS/lgs
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EXHIBIT D

LIST OF NOTES, BONDS OR OTHER OBLIGATIONS OF THE CITY AS OF

DATE OF EXECUTION TO WHICH CITY WATER SYSTEM REVENUES ARE
PLEDGED

MAXIMUM ANNUAL
DESCRIPTION DEBT SERVICE

D-1
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AMENDMENT NO. 1
TO THE WATER SUPPLY DEVELOPMENT AGREEMENT
BETWEEN THE CITY OF MANTECA
AND THE SOUTH SAN JOAQUIN IRRIGATION DISTRICT

This Amendment No. | (“Amendment”) to the Water Supply Development Agreement is
made and entered into between the City of Manteca, a municipal corporation (“City”), and the
South San Joaquin Irrigation District (“SSJID”).

RECITALS

A The City and SSJID entered into a Water Supply /Development Agreement
(“WSDA Agreement”) dated as of October 1, 1995.

B. The parties desire to make certain changes to the WSDA Agreement which are set
forth below.

NOW THEREFORE, THE PARTIES MUTUALLY AGREE AS FOLLOWS:

1. Incorporation By Reference. This amendment hereby incorporates by reference all
terms and conditions set forth in the WSDA Agreement, unless specifically modified by this
Amendment. All terms and conditions set forth in the WSDA Agreement which are not
specifically modified by this Amendment shall remain in full force and effect.

2. Terms of Amendment.

A. The definition of “Fixed Project Costs” in Section 1 1s amended to read as follows:

“Fixed Project Costs” means capital costs incurred by District related to design,
right of way, acquisition, CEQA compliance, construction management and construction
of the Project and including Debt Service and Reserves for the payment of the Debt
Service of the Project in accordance with Sections 13 and 14.

B. Section 3(d) , is amended to read as follows:

“(d)  Obligation to Pay Fixed Project Costs. The City and the District
acknowledge that the City is obligated to pay Fixed Project Costs in advance of the
delivery of treated water and prior to commencement of actual construction of the Project.
Fixed Project Costs may be paid by the City by cash payments or the City may cause such
Fixed Project Costs to be financed through the issuance of District Bonds as provided in
Sections 3 and 4 hereof. The City and the District further acknowledge that if the City
pays Fixed Project Costs to the District in cash, such Fixed Project Costs shall not
thereafter be allocated to the City in the determination of rates and charges as set forth in
Section 12 hereof or for the annual budget as provided in Section 13 hereof. In the event
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City has paid all Fixed Project Costs allocable thereto prior to the notice of termination as
set forth in Section 3(c) in cash, the City and the District acknowledge that no further
monies shall be due from City for Fixed Project Costs.”

C. Section 12(a), Rates and Charges, subparagraph (1) is amended to read as follows:

(i) Fixed Project Costs unless the City has satisfied its Fixed Project Costs as
provided for in Section 3.

D. Section 12(c), Rates and Charges, is amended to read as follows:

“(c)  Source of Payments. The obligation of the City to make payments under
this Agreement is not a general obligation of the City and the City shall make payments
under this Agreement solely from City Water System Revenues, including but not limited
to, Development Mitigation Fees collected pursuant to Government Code sections 66000
(AB1600), connection fees, and/or capacity charges. The City shall make such payments
prior to any payment therefrom, other than City Prior Debt, and on a pasity with other
City Operation and Maintenance Expenses. Nothing herein shall be construed as
prohibiting (i) the City from using any other funds and revenues, for purposes of satisfying
any provisions of this Agreement or (ii) from incurring obligations payable on a parity with
the obligations under this Agreement so long as City complies with subsection (a) of
Section 19(a) hereof”

E. Section 14(a), “Allocation of Costs and Expenses” is amended to read as follows:

“(a)  Method of Computation of Fixed Project Costs. The Fixed Project Costs
shall be sufficient to return to the District those capital costs of the District necessary to
treat and deliver water to the City, less payments made by City. The total amount of
Fixed Project Costs, including each Reach utilized by City, shall be allocated to the City
based upon the City's proportionate share of the total capacity of the Treatment Plant and
the Reaches, except that those Fixed Project Costs not related to capacity shall be_

" allocated based the City's proportionate share of the total Project allotment. The City and
the District acknowledge that if the City has not elected to have all facilities which are a
part of the Project sized to enable the City to take treated water, the City shall not be
Liable for any Fixed Project Costs for such unconstructed facilities.”

F. Section 19(a) is amended ta read as follows:

(a)  Amount of Rates and Charges. The City will fix, prescribe and collect rates
and charges for the City Water System which will be at least sufficient to yield during each
City Fiscal Year City Net Water System Revenues (excluding Contract Payments) equal to
one hundred twenty-five percent (125%) of the Contract Payments for such City Fiscal
Year. The City may make adjustments from time to time in such rates and charges and

3y
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may make such classification thereof as it deems necessary, but shall not reduce the rates
and charges then in effect unless the City Net Water System Revenues from such reduced
rates and charges will at all times be sufficient to meet the requirements of this section;
provided however that to the extent all or a portion of Fixed Project Costs are paid by the
City in advance from City reserves, such portion of Fixed Project Costs shall not be
included in Contract Payments for purposes of this Section 19(a).

G. Exhibit A of the WSDA Agreement is deleted and is replaced by Exhibit 1 attached
hereto, which is hereby appended to the WSDA Agreement as Exhibit E and is
incorporated herein by this reference.

3. Payment of Fixed Project Costs. City has paid to District Fixed Project Costs in
the following amounts: $743,408.42 as of March 28, 2000. The parties anticipate that at least
two more payments of Fixed Project Costs will be required, prior to final design and prior to
construction, and additional payments may be required for other purposes before completion of
the Project.

4. Estimated Project Budget and Cost Allocation. A copy of the allocation among
the Cities of Fixed Project Costs for Phase 1 is attached hereto as Exhibit 2 and is hereby
appended to the WSDA Agreement as Exhibit F. The allocation is based upon the latest
estimated Project budget in Table 1 which is attached to Exhibit 2. The Operating Committee has
recommended the proposed budget to the District for its approval. The District has the discretion
to approve the budget and any changes to the budget, as provided in the WSDA Agreement.

5. Consent of Trustee Not Required. The consent of Trustee to this Amendment No.
1 is not required under Section 23 of the WSDA Agreement as there are no outstanding District
Bonds at the time of execution of this Amendment No. 1.

6. Modifications. This Amendment may not be modified orally or in any manner
other than by an agreement in writing signed by both parties, in accordance with the requirements
of the WSDA. Agreement.

7. Severability. In the event any term of this Amendment is held invalid by a court of
competent jurisdiction, the Amendment shall be construed as not containing that term, and the
remainder of this Amendment shall remain in full force and effect.

8. Signatures. The individuals executing this Amendment represent and warrant that
they have the right, power, legal capacity, and authority to enter into and to execute this
Amendment on behalf of the respective legal entities. This Amendment shall inure to the benefit
of and be binding upon the parties thereto and their respective successors and assigns.

IN WITNESS WHEREOF the parties do hereby agree to the full performance of the
terms set forth herein.

Page -3-
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CITY OF MANTECA SOUTH SAN JOAQUIN IRRIGATION
‘ 4ikbﬂ DISTRICT
By: (:::ZQLLUV - By (f;;;ié%QKQZ/”"'”\
Carlon Perry /
Title: Mayor Title: . President of the SSTID Board
- Date: ‘%/7’00 Date; T 1S =>0800
Attest: Attest:
- Qe 2 /
Ll \¢2L,C;7 F— By: &Zéi&/y gqiiif
ann’Tﬂton
Title:  City Clerk Title Semetary of the SSJID Board
Date: 4//7"0@ Date - 15 -2000
Approved as to form Approvegzs to form /
By 000w folos 1; ;
Kelley M.|Taber Sﬁ@enp Eﬁwx
DeCulr &YSomach Title: Genera Counsel
Date:__f(,{ sz/‘)o Date: S §-Q0

Amendment to Water Sa};”ply (5)1.Manteca.wpd
March 1, 2000
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From: COMMUNITY DEVELOPMENT 209 825 2343 01/09/2006 17:33 #179 P.062/063

EXHIBIT 1

APPENDED AS EXHIBIT E TO WATER SUPPLY DEVELOPMENT AGREEMENT
AND IN REPLACEMENT OF EXHIBIT A '

SCHEDULE OF PROJECT ALLOTMENTS

PHASE I - UP TO YEAR 2010

City | Proiect Allotment

1. City of Escalon 2,015

2. City of Manteca 11,500

3. City of Lathrop v 8,007

4. City of Tracy 10,000
31,522

PHASE II - UP TO YEAR 2025

City Project Allotment
1. City of Escalon 2,799
2. City of Manteca : 18,500
3. City of Lathrop : 11,791
4. City of Tracy 7 10,000

Amendment to Water Supply (5)1 Manteca.wpd
March 1, 2000
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From: COMMUNITY DEVELOPMENT 209 825 2349 01/09/2006 17:34 #179 P.063/063

EXHIBIT 2
APPENDED AS EXHIBIT F TO WATER SUPPLY DEVELOPMENT AGREEMENT
ESTIMATED PROJECT BUDGET AND COST ALLOCATIONS
Set forth below is the allocation of Fixed Project Costs among the Cities based upon the
latest estimated Project budget in Table 1 attached hereto. Each party hereto acknowledges that

the costs will change from time to time as project design and construction is undertaken and that
no final costs allocation can be determined unti] completion of the Project.

City ‘ Estimated Share Percent of Total
Escalon - $2,203,450 1.83%
Manteca $37,097,963 29.40%
Lathrop $42,102,256 33.35%
Tracy | ' $44.698,751 35.42%

Amendment to Water Supply (5}1. Manteca.wpd
March 1, 2000
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