STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

CONTRACT
BETWEEN THE STATE OF CALIFORNIA

DEPARTMENT OF WATER RESOURCES AND
SAN LUIS OBISPO COUNTY FLOOD CONTROL
AND WATER CONSERVATION DISTRICT

FOR A WATER SUPPLY

THIS CONTRA

, made this ___26th .. day
of February, 1963,

pursuant to the provisions of

the California Water Resources Development Bond

Act, the State Central Valley Project Act, and other
applicable laws of the State of California, between the
State of California, acting by and through its Depart-
ment of Water Resources, herein referred to as the
“State”, and San Luis Obispo County Flood Control

. and Water Conservation District,

‘a public agency in the State of California, duly or-
ganized, existing, and acting pursuant to the laws
thereof with its principal place of business in .. San
Luis Qbispo. . , California, herein referred to as the

“Agency”.

WTNESSETH That: 4
WHEREAS, the State is authorized to construct and
operate facilities for the storage and conveyance of

water, certain of which facilities will make water avail-
able to the Agency; and

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

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

NOW THEREFORE, it is mutually agreed as
follows:

A. INTRODUCTORY PROVISIONS

1. DEFINITIONS

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

{a) Bond Act

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

(b} System

“System” shall mean the State Water Resources De-
velopment System as deﬁned in Secuon 12931 of the

" Water Code,

{c) Delta

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

{d) Coniractor

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

{e) Project Facilities

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

(f). Project Conservation Facilities

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

“Initial project conservation facilities” shall mean -

~ the following project facilities specified in Section
12934(d) of the Water Code: _
(1) All those facilities- specified in subparagraph
(1) thereof. '
(2) Those facilities specified in subparagraph (3)
thereof to the extent that they serve the pur-
poses of water conservation in the Delta, water

supply in the Delta, and transfer of water across '

the Delta. '

(3) A reservoir near Los Banos in Merced County
as specified in subparagraph (2) thereof.

(4) The reach of the San Joaquin Valley-Southern
California Aqueduct extending from the Delta
to a reservoir near Los Banos in Merced
County, to the extent required for water con-
servation through conveyance of water di-
verted from the Delta to offstream storage in
said reservoir as determined by the State.

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

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

(h) Additional Project Conservation Facllitles

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

(i) Project Transportation Facilities

“Project transportation facilities” shall mean those

project facilities: ‘ :

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

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

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

{}) Project Water

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

(k) Minimum Project Yield

“Minimum project yield” shall mean the dependable
annual supply of project water to be made available,

estimated. to be 4,000,000 acre-feet per year, said
amount to be determined by the State on the basis
of coordinated operation studies of initial project con-

. servation facilities and additional project conservation

facilities, which studies shall be based upon:

(1) The estimated relative proportion of deliveries

. for agricultural use to deliveries for municipal

use for the year 1990, and the characteristic

- distributions of demands for these two uses
throughout the year,

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

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

{I) Annucl Entitlement

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

(m) Méaximum Annuai Entitlemont

“Maximurm annual entitlement” shall mean the max-
imum amount of project witer to be made available
to a contractor in any one year, at the delivery struc-
tures provided for such contractor, under the terms

“of its contract with the State.

(n) Supplemental Conservation Facilities

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

, ;'o} Supplomerm:f Water

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

(p) Year

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

{q) Year of Initlal Water Delivery

© “Year of initial water delivery” shall mean the year
when project water will first be available for delivery
to # contractor pursuant to its contract with the State.




(r] Project Interest Rate -
“Project interest rate” shall mean the weighted av-

erage of the interest rates paid by the State on bonds

issued under the Bond Act without regard to any
premiums received on the sale thereof. Until bonds
arc issued and sold under the Bond Act, the project
interest rate shall be four percent (4%) per annum,
and after said bonds have been issued said rate shall
be computed as a decimal fraction to five places.

(s) Capital Costs

“Capital costs” shall mean all costs incurred subse-
quent to authorization of a facility for construction
by the Legislature or by administrative action pursuant
to Section 11290 of the Water Code and to the Bond
Act, including those so incurred prior to the beginning

of the project repayment period as herein defined and

any accrued unpaid interest charges thereon at the
rates specified herein, which are properly chargeable
to the construction of and the furnishing of equipment

for the facilities of the System, including the costs of .

surveys, engineering studies, exploratory work, designs;
preparation of construction plans and specifications,
acquisition of lands, easements and rights-of-way, re-
location work, and essential administrative work in
connection therewith, all as shown upon the official
records of the Department of Water Resources.

(t) Project Repayment Period

“Project repayment period” shall mean that period-

of years commencing on January 1, 1961, and extend-
ing until all bonds secured by the pledge of revenues
provided for by the Bond Act have been repaid.

f v} Municipal Use

“Municipal use” shall mean all those uses of water
common to the municipal water supply of a city,
town, or other similar population group, including uses
for domestic purposes, uses for the purposes of com-
merce, trade or industry, and any other use mcxdental
thereto for any beneficial purpose.

{vl Manufadurlng Use
“Manufacturing usc” shall mean any use of water

primarily in the production of finished goods for
market,

{w} Agricultural Use

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

(x) Subject to Approval by the State

“Subject to approval by the State” shall mean subject
to the determination and judgment of the State as to
acceptability.

Art. 4

{y) Area of Origin Stafutes

“Area of origin statutes” shall mean Sections 10505

and 11460 through 11463 of the Water Code as now
existing or hereafter amended.

2. TERM OF CONTRACT

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

3. VALIDATION

Within one (1) year after the effective date of this
contract, the Agency shall submit this contract to a
court of competent jurisdiction for determination of
its validity by a proceeding in mandamus or other
appropriate proceeding or action, which proceeding
or action shall be diligently prosecuted to final decree
or judgment. In the event that this contract is deter-
mined to be invalid by such final decree or judgment,
the State shall make all reasonable efforts to obtain
validating legislation at the ncxt session of the Legis-

lature empowered to consider such legislation, and

within six (6) months after the close of such session,
if such legislation shall have been enacted, the Agency
shall submit this contract to a court of competent
]urlsdactlon for redetermination of its validity by ap-

;propriate proceeding or action, which proceeding or
action shall be diligently prosecuted to final decree.

or judgment.

4. OPTION FOR CONTINUED SERVICE

By written notice to the State at least six (6) months
prior to the expiration of the term of this contract,
the Agency may elect to receive continued service

. after expiration of said term under the following con-

ditions unless otherwise agreed to:

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

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

(3) Service of water under the same phys;cal con-
ditions of service, mcludmg time, place, amount
and rate. of delivery, as are provided for here-
under.

{4) Retention of the same chemical quahty objec-

: tive provision as is set forth herein.

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

Other terms and conditions of the continued service
shall be reasonable and equitablé and shall be mutually
agreed -upon. In the event that said terms and condi-
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tions provide for continued service for a limited num-
ber of years only, the Agency shall have the same
option to receive continued service here provided for

upon the expiration of that and each succeeding period .

of continued service.

5. PLEDGE OF REVENUES

This contract is ‘entered into for the direct benefit
of the holders and owners of all general obligation
bonds issued under the Bond Act, and the income and
revenues derived from this contract are pledged to the
purposes and in the priority set forth in that act.

B. WATER SERVICE PROVISIONS
6. ANNUAL ENTITLEMENTS '

(a) Year of Initial Water Delivery

The year of initial water delivery to the Agency is
presently estimated to be __1980 .. To the extent
practicable, the State shall notify the Agency of any
change in thlS estimate.

(b} Agency’s Annyal Emiﬂements to Water

Commencing with the year of initial water delivery
to the Agency, the State each year shall make available
for delivery to the Agency the amounts of project
water designated in Table A of this contract, which
amounts are referred to in this contract as the
Agency’s annual entltlements

{c} Obligation of Sfate to Comp!ete Facllmes

Subject to the availability of funds, the State shall
make all reasonable efforts consistent with sound fiscal
policies, reasonable construction schedules, and proper
operating procedures to complete the project facilities
necessary for delivery of project water to the Agency
in such manner and at such times that said delivery can
commence in or before the year specified in subdi-
vision (a) of this article, and continue in the amounts
designated in Table A of this contract.

7. CHANGES IN ANNUAL ENTITLEMENTS;
MAXIMUM ANNUAL ENTITLEMENT

(a} Changes in Annual Entitlements

The Agency may, at any time or times during the
term of this contract, by timely written notice fur-
nished to the State, request that project water be made

available to it thereafter in annual amounts greater or-

less than the annual entitlements designated in Table A
of this contract. Subject to approval by the State of
any such request, the State’s construction schedule
shall be adjusted to the extent necessary to satisfy the
request, and the requested increases or decreases in said
annual entitlements shall be incorporated in said Table
A by amendment thereof: Provided, That no such

change shall be approved if in the ]udgment of the
State it would impair the financial feasibility of the
project facilities. -

(b) Maximum Annual Entitlement of Agency
The maximum amount of project water to be made

~available to the Agency in any one year under . this

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

8. OPTION TO INCREASE MAXIMUM
ANNUAL ENTITLEMENT

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

contract.




9. DELIVERY POINTS

Project water made available to the Agency pur-
suant 1o Article 6 shall be delivered to the Agency
by the State at the delivery structures established in
accordance with Article 10.

10. DELIVERY STRUCTURES

{a) Determination of Size and Location of
Delivery Structures
Project water made available to the Agency pur-
suant to this contract shall be delivered to the Agency
at such locations and times and through delivery struc-
tures of such capacities as are requested by the Agency
and approved by the State.

{b) Agency Requests as to Initial Delivery
Structures , .
Pursuant to subdivision (a) of this article, the
Agency shall furnish to the State on or before _Jan- .
vary 1, 1975, its written requests as to:

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

- (2) The time at which project water is first to be
delivered through each such delivery structure.

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

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

(5) The total combined maximum  instantaneous

- flow capacity in cubic feet per second to be
~ provided by all such delivery structures.

(6) The total maximum amount of water in acre-

feet to be. delivered in any one month through'

all such dchvery structures.”

(c) Requests by Agency for Addnmnc! Dehvary
Structures :
From time to time the Agency may request delivery
structures in addition to those requested pursuant to
subdivision (b) of this article.

{d) Agency to Advance Funds for Delivery
Structures

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

11. MEASUREMENT OF WATER DELIVERED

{a} Measurement by State

The State shall measure all project water delivered
to the Agency and shall keep and maintain accurate
and complete records thereof. For this purpose, the
State shall install, operate, and maintain at all delivery

Art. 12

structures for delivery of project water to the Agency
such measuring devices and equipment as are satisfac-
tory and acceptable to both parties. Said devices and
equipment shall be examined, tested, and serviced regu-
larly to insure their accuracy. At any time or times,
the Agency or any other contractor may inspect such
measuring devices and equipment, and the measure-
ments and records taken therefrom.

(b) Agem:y to Advance Funds for Measuring
Devices

The Agency shall pay all of the costs of acquiring
and installing the measuring devices and equipment
provided for in subdivision (a) of this article, and shall
deposit- with the State, prior to such acquisition and
installation, an amount of money estimated by the State
to be sufficient to cover such costs.

12. DELIVERY SCHEDULES

{a} Procedure for Determining Water Delivery
Schedule

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

(1) On or before October 1 of each year, the
Agency shall submit in writing to the State a
prehmmary water dehvery schedule, subject to
the provisions of this article and. Articles 6(b),

7(b), 10 and 17, indicating the amounts of water
desired by the Agency during each month of
the succeeding five (5} years.

(2) Upon receipt of a preliminary schedule the
State shall review it and, after consultation with
the Agency, shall make ‘such modifications in it
as are necessary to insure that the amounts,
times, and rates of delivery to the Agency will
be consistent with the State’s overall delivery
ability, considering the then current delivery
schedules of all contractors. On or before De-
cember 1 of each year, the State shall determine

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

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

tb} Limit on Pecak Deliveries of Water

In no event shall the State contract to deliver to
any contractor from the project transportation facili-
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ties downstream from Pumping Plant VI (Tehachapi
Pumping Plant) in any one month of any year a total
amount of project water greater than eleven percent
{11%) of such contractor’s annual entitlement for that
year; or to deliver to any contractor from the project
transportation facilities upstream from said Pumping
Plant VI in any one month of any year a total amount
of project water greater than the sum of eighteen per-
cent (18%) of that portion of such contractor’s anmual
entitlement for that year to be put to agricultural use,

as determined by the State, and eleven percent (11%)
of that portion of such contractor’s annual entitlement = -

for that year to be put to municipal use, as determined

by the State: Provided, That if the State delivers
project water to. any contractor through delivery

structures both downstream and upstream from said
Pumping Plant VI, the foregoing limitations shall be
based on an appropriate apportionment of such con-

tractor’s annual entitlement for the respective year to

the respective portions of such contractor’s service - ' .
. (b) Agency Not Liable for Operation Upstream

area to which delivery is made from the project trans-
portation facilities downstream from said Pumping
Plant VI and from the project transportation facilities
upstream therefrom: Provided further, That the per-
centages set forth hereinabove may be revised for a
particular contractor by amendment of this subdivision
after submission to the State of that contractor’s re-
quests with respect to maximum monthly deliveries,
such revision being subject to approval by the State
" and subject to advancement to the State by the con-
tractor of funds sufficient to cover any additional costs
of the project transportation facilities occasioned
thereby, the amount of such funds to be determined
pursuant to Article 24(d).

{c} Limit on Rate of Delivery to Agency

In no event shall the State be obligated to deliver |

water to the Agency through all delivery structures at
a total combined instantaneous rate of flow exceeding
.35 cubic feet per second, except as this rate of
flow may be revised by amendment of this article after
submission to the State of the Agency’s requests with
respect to maximum flow capacities to be provided in
said delivery structures, pursuant to Article 10.

(d) Delivery of Water Not Delivered in
£ccordance With Schedule

. If in any year the State, as a result of causes beyond
its control, is unable to deliver any portion of the
Agency’s annual entitlement for such year under Table
A of this contract as provided for in the delivery
schedule established for that year, the Agency may
elect to receive the amount of water which otherwise
would have been delivered to it during such period
at other times during the year or succeeding years, to
the extent that such water is then available and such

election is consistent with the State’s overall delivery

ability, considering the then current delivery schedules
of all contractors. ;

13. RESPONSIBILITIES FOR DELIVERY AND
DISTRIBUTION OF WATER -

(a) State Not Liable for Operation Beyond-
Delivery Structures o '

Neither the State nor any of its officers, agents, or
employees shall be liable for the control, carriage,
handling, use, disposal, or distribution of ‘project water
supplied to the Agency after such water has passed
the delivery structures established in' aceordance with

‘Article 10; nor for claim' of damage of any nature

whatsoever, including but not limited  to property
damage, personal injury or death, arising out of or

- connected with the control, carriage, handling, use,

disposal or distribution of such water beyond said
delivery structures; and the Agency shall indemnify
and hold harmless the State and its officers, agents,

‘and employees from any such damages or claims of

damages. -

From Delivery Structures

Neither the Agency nor any of its officers, agents,
or employees shall be liable for the control, carriage,
handling, use, disposal, or distribution of project water
before such water has passed the delivery structures

established in accordance with Article 10; nor for

claim of damage of any nature whatsoever, including
but not limited to property damage, personal injury

* or death, arising out of or connected with the control,

carriage, handling, use, disposal, or distribution of such
water before it has passed said delivery structures.”

14. CURTAILMENT OF DELIVERY FOR
MAINTENANCE PURPOSES

(a) State May Curtail Deliveries : .

The State may temporarily discontinue or reduce
the delivery of project water to the Agency here-
under for the purposes of necessary investigation, in-
spection, maintenance, repair, or replacement of any
of the project facilities necessary for the delivery of

~ project water to the Agency. The State shall notify

the Agency as far in.advance as possible of any such
discontinuance ‘or reduction, except in cases of emer-
gency, in which case notice need not be given.

(b} Agency May Receive Later Delivery of

. Water Not Delivered :

. In the event of any discontinuance or reduction of
delivery of project water pursuant to subdivision (a)
of this article, the Agency may elect to receive the
amount of water which otherwise would have been
delivered to it during such period under the water
delivery schedule for that year at other times during

the year or succeeding years to the extent that such
" water is then available and such election is consistent

with the State’s overall delivery ability, considering
the then current delivery schedules of all contractors.




15. AREA SERVED BY AGENCY

{a) State Approval of Sale of Water by Agency
Outside Boundaries

Project water delivered to the Agency pursuant to
this contract shall not be sold or otherwise disposed
of by the Agency for use outside the Agency with-
out the prior written consent of the State.

{b) State Approval of Change in Boundaries or
Organization of Agency

While this contract is in effect no change shall be
made in the Agency either by inclusion or exclusion
of lands, by partial or total consolidation or merger
with another district, by proceedings to dissolve, or
otherwise, except with the prior written consent of
the State or except by act of the Legislature.

(¢} Map of Agency

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

16. CONTINUITY AND DEPENDABILITY OF
WATER SUPPLY

{a) Limit on Total of all Maximum Apnual
Entitlements

The Agency's maximum annual entitlement here-
under, together with the maximum annual entitlements
of all other contractors, shall aggregate no more than
the minimum project yield as defined herein and in no
event more than 4,000,000 acre-feet of project water.

(b) Stote to Perfect Water Rights

The State shall make all reasonable efforts to perfect
and protect water rights necessary for the System and
for the satisfaction of water supply commitments
under this contract.

(c) State to Report on Ability to Meet Future
Water Demands

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

{d} Construction of Additional and Supplemental

.. -Conservation Facilities

‘Bond funds required to be expended for the con-
struction of additional facilities of the System under

Art. 17

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

{e) Furnishing of Supplemental Water

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

17. CONSTRUCTION OF PROJECT FACILITIES
{a) Determination of Agueduct Capacities

Subject to the rights of the Agency under subdivi-
sion (b) of this article and the other provisions of this
contract, the State shall provide in each aqueduct reach
of the project transportation facilities such maximum
monthly delivery capability for the transport and de-
livery of project water to the Agency as, in the judg-
ment of the State, will best serve the interests of the
Agency and all other contractors entitled to delivery
of project water from or through said facilities: Pro-
vided, That within three (3) months after the effective
date of this contract the Agency shall furnish to the
State a written request specifying such maximum
monthly delivery capabilities, and the State shall give
full consideration to such request in planning and de-
signing said facilities,

{b} Criteriu for Determining Capacity of Transpor-
tation Facilities

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

(¢} Inspection of Project Plans and Specifications

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

{d} Restriction on Bond Sales

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

{e) Failure to Complate Facilities

In the event that the State fails or is unable to com-
plete construction of any portion or portions of the
project transportation facilities necessary to deliver
water to the Agency as provided in this contract, and
gives the Agency written notice thereof, or by reason
of such failure or inability construction of said facili-
ties has ceased for a period of two and one-half (2!4)
years, the Agency, if it be not then in default and

without exclusion of such other rights as it may have
under this contract, may exercise the following options:
(1) The Agency may provide funds to the State in
such amounts and at such times as may be nec-
essary to enable the State to complete construc-
tion of such incompleted portion or portions of
the project transportation facilities to the extent
necessary for the transport and delivery of
water to the Agency as provided for in this
contract: Provided, That the State shall be and
remain the owner of such project transporta-
tion facilities or portions thereof constructed in
whole or in part with funds provided by the
Agency, and shall be and remain obligated to
operate, maintain, repair and replace such facili-
ties to the full extent contemplated in this con-
tract: Provided further, That the amount of
any funds so provided by the Agency shall be
credited by the State against the Agency’s pay-
ment obligation under the capital cost com-
ponent of the Transportation Charge, but the
Agency shall be and remain obligated to pay its
share of any capital costs of the above-described
facilities not paid for with such funds, together
with its proportionate share of the operation,
maintenance, power and replacement costs of
such facilities.

(2) The Agency may at its own expense, and on a
joint venture basis if such an arrangement is
made with other contractors having similar
options, connect to the project transportation
facilities constructed by the State for the pur-
pose of receiving project water t¢ which it is
entitled under this contract. In such event and
notwithstanding any other provisions of this
contract, the structures for delivery of project
water to the Agency pursuant hereto shall
thereafter be deemed to be located at such point
of connection. Specific arrangements for acquir-
ing, constructing, operating, maintaining and
replacing the Agency’s facilities at the point of
connection thereof with the State’s facilities
shall be in accordance with terms and condi-
tions mutually agreed upon by the parties:
Provided, That the State shall be and remain the
owner of all facilities constructed by it to said
point of connection, and the Agency shall be
and remain obligated to pay its proportionate
share of the costs thereof. '

18. SHORTAGE IN WATER SUPPLY

{a) Temporary Shortages; Delivery Priorities

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




of project water to all contractors, reduce the delivery
of project water to each contractor using such water
for agricultural purposes by a percentage, not to ex-
ceed fifty percent (50%) in any one year or a total
of one hundred percent (100%,) in any series of seven
consecutive years, of that portion of the contractor’s
annual entitlement for the respective year which is to
be put to agricultural use as determined by the State:
Provided, That such percentage shall be the same for
all such contractors. The maximum total reduction in
deliveries allowable under the above provision shall be
made before any reduction is made in project water
deliveries for other uses. Any necessary reduction in
deliveries of project water beyond said maximum total
reduction allowable under the foregoing provision shall
be apportioned among all contractors irrespective of
the uses to which such water is to be put. In such
event, the State shall reduce deliveries to each con-
tractor in an amount which bears the same proportion
to the total amount of such necessary further reduction
that the contractor’s annual entitlement bears to the
total of the annual entitlements of all contractors for
that year, all as determined by the State: Provided,
That the State may apportion on some other basis if
such is required to meet minimum demands for do-
mestic supply, fire protection, or sanitation during the
year, The foregoing provisions of this subdivision shall
be inoperative to the extent that a contractor’s annual
entitlement for the respective year reflects established
rights under the area of origin statutes precluding a
reduction in deliveries to such contractor.

{b) Permanent Shortage; Reduction of
Entitlements

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

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

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

{¢) Permanent Shortage; Contracts for
Areas-of-Origin

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

(1) The State shall: (i) equitably redistribute the
costs of all transportation facilities included in
the System among all contractors for project
water, taking into account the diminuton of
the supply to the Agency and other prior con-
tractors and the payments theretofore made by
the Agency and other prior contractors in ac-
cordance with the terms of their contracts, and
(i1) revise the Agency’s annual entitlements and
maximum annual entitlement, by amendment of
Table A of this contract, to correspond to the
reduced supply of project water to be made
available to the Agency: Provided, That such
redistribution of costs of transportation facilities
shall not be made until there has been reasonable
opportunity for the Agency to exercise the
option provided for in (2) below, and for other
prior contractors to exercise similar options.

(2) The Agency, at its option, shall have the right
‘ to use any of the project transportation facilities
which by reason of such permanent shortage in

the supply of project water to be made avail-
able to the Agency are not required for deliv-
ery of project water to the Agency, to trans-
port water procured by it from any other
source: Provided, That such use shall be within

the limits of the capacities provided in" the
project transportation facilities for service to
the Agency under this contract: Provided fur-
ther, That, except to the extent such limitation
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in Section 12931 of the Water Code be changed,
the Agency shall not use the project transpor-
tation facilities under this option to transport
water the right to which was secured by the
Agency through eminent domain unless such
use be approved by the Legislature by concur-
rent resolution with a majority of the members
elected to each house voting in favor thereof.
This option shall terminate upon a redistribu-
tion of costs of transportation facilities by the
State pursuant to (1) above. In the event that
this option is exercised, the State shall take such
fact into account in making such redistribution
of costs, and shall offset such use as is made of
the project transportation facilities pursuant
thereto against any reduction in the Agency’s
payment obligation hereunder resulting from
such redistribution of costs.

{d) Reinstatement of Entitlements

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

{e) Advance Motice of Delivery Reductions

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

{f) No Liability for Shortages

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

19. WATER QUALITY

(a) Table of Water Quality Objectives

It shall be the objective of the State and the State
shall take all reasonable measures to make available, at
all delivery structures for delivery of project water
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to the Agency, project water of such quality that the
following constituents do not exceed the concentra-
tions stated as follows:

Awerage
for any
Monthly 10-year

Constituent Unit  Awerage Period Maximum
Total Dissolved Solids.... ppm. 440 220
Total Hardness .. ppm. 180 110
Chlorides oo .. ppm. 110 55
Sulfates .. ppm. 110 20
Boron ... .. ppm. 0.6
Sodium Percentage ... % 50 40
Fluoride ... 1.5
Lead ___. 0.1
Selenium 0.05
Hexavalent Chromium.. ppm - 0.05
Arsenic ... ppm 0.05
Iron and Manganese

together ... ppm 0.3
Magnesium . ppm 125
Cppper e e ppm . 3.0
Zinc o PPM - 15
Phenol ... ppm 0.001

(b) Records of Water Quality

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

(¢) No Liability for Failure to Meet Quality
Objectives

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

20. SUSPENSION OF SERVICE UPON DEFAULT

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

21. SALE OF SURPLUS WATER

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




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

C. PAYMENT PROVISIONS
22. DELTA WATER CHARGE

(o) Payment of Reimbursable Costs of Project
Conservation Facilities

The payments to be made by each contractor for
project water shall include an annual charge desig-
nated as the Delta Water Charge. This charge, to-
gether with the total revenues derived during the
project repayment period from the sale or other dis-
posal of electrical energy generated in connection
with operation of project conservation facilities, shall
return to the State during the project repayment pe-
riod all costs of the project conservation facilities
including capital, operation, maintenance, power, and
replacement costs, which are allocated to the purpose
of water conservation in, above, and below the Delta
pursuant to subdivision (e) of this article during the
project repayment period. Wherever reference is
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made, in connection with the computation or deter-
mination of the Delta Water Charge, to the costs of
any facility or facilities included in the System, such
reference shall be only to those costs of such facility
or facilities which are reimbursable by the contrac-
tors as determined by the State.

(b) Delta Water Rate Until 1970; Components
of Rate Thereuafter

For each contractor receiving project water in any
year through December 31, 1969, the Delta Water
Charge shall be the product of $3.50 and the con-
tractor’s annual entitlement to project water for the
respective year. After that date, the Delta Water
Charge shall consist and be the sum of the following
components as these are computed in accordance
with subdivisions (¢) and (d) of this article: a capi-
tal cost component; a minimum operation, mainte-
nance, power, and replacement component; and a
variable operation, maintenance, power and replace-
ment component.

{e) Computation of the Components of the
Delta Water Rafe

The capital cost, the minimum operation, mainte-
nance, power, and replacement, and the variable oper-
ation, maintenance, power, and replacement compon-
ents of the Delta Water Charge, together with that
portion of the revenues derived during the project
repayment period from the sale or other disposal of
electrical energy generated in connection with opera-
tion of project conservation facilities which is allo-
cated by the State to repayment of the respective
category of costs, shall return to the State during the
project repayment period, respectively, the following
categories of the costs allocated to the purpose of
water conservation in, above, and below the Delta
pursuant to subdivision (e) of this article: (1) capital
costs; (2) operation, maintenance, power, and re-
placement costs incurred irrespective of the amount
of project water delivered to the contractors; and
(3) operation, maintenance, power, and replacement
costs incurred in an amount which is dependent upon
and varies with the amount of project water delivered
to the contractors: Provided, That each of the above
categories of costs shall be inclusive of the appropri-
ate costs properly chargeable to the generation and
transmission of electrical energy in connection with
operation of project conservation facilities. Each com-
ponent of the Delta Water Charge shall be computed
on the basis of a rate which, when charged during
the project repayment period for each acre-foot of
the sum of the yearly totals of annual entitlements of
all contractors, will be sufficient, together with that
portion of the revenues derived during the project
repayment period from the sale or other disposal of
electrical energy generated in connection with opera-
tion of project conservation facilities which is allo-
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cated by the State to repayment of the respective respective category of costs covered by that com-
category of costs, to return to the State during the ponent. Each such rate shall be computed in accord-
project repayment period all costs included in the ance with the following formula:

e —r) A+ D+ (ea—r) A+ D2+ ...+ (e — ) + O
el + ' + el + 92 + ... T el + "

Where:
i == The project interest rate.
¢ == The total costs included in the respective category of costs for the respective year of the project repayment period.
r == That portion of the revenues derived from the sale or other disposal of electrical energy allocated by the State to
repayment of the costs included in the respective category for the respective year of the project repayment period.
1,2,and n
appearing
below : '
candr == The respective year of the project repayment period for which costs are mcluded in the respecuve category, n bemg

the last vear of the project repayment period.

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

¢ = With respect to the variable operation, maintenance, power, and replacement component, the total of the amounts of
project water delivered to sll contractors for the respective year of the expired portion of the project repayment
period, together with the total of annual entitlements to project water of all contractors for the respective year of
the unexpired portion of the project repayment period.

1,2,andn

appearing

belowe = The respective year of the project repayment period in which the annual entitlements or project water deliveries
occur, # being the last year of the project repayment period.

7 used

as an

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

(d} Application of Component Rates purposes, by the separable cost-remaining benefits

The capital cost and minimum operation, mainte- method, of all projected costs of all those initial proj-
nance, power, and replacement components of the ect conservation facilities located in and above the
Delta Water Charge shall be the product of the ap- Delta, and upon an allocation to the purposes of water
propriate rate computed under subdivision (c) of this conservation and Wwater transportation, by _the propor-
article, and the contractor’s annual entitlement to tionate use of facilities method, of all projected costs
project water for the respective year. The variable of the following project facilities located below the
operation, maintenance, power, and replacement com- Delta: The aqueduct intake facilities at the Delta,
ponent of the charge shall be the product of the ap- Pumping Plant I (Delta Pumping Plant), the aqueduct
propriate rate computed under subdivision (c) of this from the Delta to San Luis Forebay, San Luis Forebay,
article and the number of acre-feet of project water and San Luis Reservoir: Provided, That all of the
delivered to the contractor during the respective year: projected costs properly chargeable to the generation
Provided, That when project water has been requested and transmission of electrical energy in connection
by a contractor and delivery thereof has been com- with operation of project conservation facilities Sh?ﬂ »
menced by the State, and, through no fault of the be allocated to the purpose of water conservation in,
State, such water is wasted as a result of failure or above, and below the Delta: P rovided further, Thgt
refusal by the contractor to accept delivery thereof, allocations to purposes the costs of which are té’ be
said variable component during such period shall be paid by the United States shall be as determined by
the product of said rate per acre-foot and the sum of the United States. Commencing in the year in Whm?
the number of acre-feet of project water delivered to ;ggi‘:‘;glﬁ’;:o;:z:r i Ocli‘f;;itfg;ts fi; th:;?“’;‘ggmgle l(za
the contractor and the number of acre-feet wasted. Water Charge shall be deermined on the basis of the
{e) Allocations to Project Purposes foregoing allocations and upon an aliocagzog to project

Prior to the time that additional project conserva- purposes, by th_e separable costs-remaining benefits
tion facilities or supplemental comservation faciliies ~ method and subject to the foregoing provisos, of all
are constructed, the Delta Water Charge shall be de- projected costs of such additional project conservation
termined on the basis of an allocation to project facilities.
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(f) Yearly Recomputation of Rates After 1970

The rates to be used in determining the components
of the Delta Water Charge pursuant to subdivision (d)
of this article and to become effective on January 1,
1970, shall be computed by the State in accordance
with subdivision (c) of this article prior to that date.
Such computation shall include an adjustment which
shall account for the difference, if any, between
revenues received by the State under the Delta Water
Charge prior to January 1, 1970, and revenues which
would have been received under the charge prior to
that date had it been computed and charged in accord-
ance with subdivisions (c) and (d) of this article.
Upon such computation, a document establishing such
rates shall be prepared by the State and attached to this
contract as an amendment of this article. The State
shall recompute such rates each year thereafter, and
each such recomputation shall take account of and
reflect increases or decreases from year to year in
projected costs, outstanding reimbursable indebtedness
of the State incurred to construct the project conser-
vation facilities described in subdivision (e) of this
article, annual entitlements, deliveries of project water,
project interest rate, revenues from the sale or other
disposal of electrical energy, and all other factors
which are determinative of such rates. In addition,
each such recomputation shall include an adjustment
of the rates for succeeding years which shall account
for the differences, if any, between projections of
costs used by the State in determining said rates for
all preceding years, and actual costs incurred by the
State during such years. Upon each such recomputa-
tion, an appropriately revised copy of the document
establishing such rates shall be prepared by the State
and attached to this contract as an amendment of this
article.

{g) Supplemental Conservation Facilities

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

23. TRANSPORTATION CHARGE

The payments to be made by each contractor en-
titled to delivery of project water from the project
transportation facilities shall include an annual charge
under the designation Transportation Charge. This
charge shall return to the State during the project re-
payment period those costs of all project transporta-
tion facilities necessary to deliver project water to the
contractor including capital, operation, maintenance,
power, and replacement costs, which are allocated to
the contractor during the project repayment period in
accordance with the cost allocation principles and pro-
cedures herein after set forth. Wherever reference is
made, in connection with the computation, determina-
tion, or payment of the Transportation Charge, to the
costs of any facility or facilities included in the Sys-
tem, such reference shall be only to those costs of such
facility or facilities which are reimbursable by the con-
tractors as determined by the State. The Transporta-
tion Charge shall consist of a capital cost component;
a minimum operation, maintenance, power, and re-
placement component; and a variable operation, main-
tenance, power, and replacement component, as these
components are defined in and determined under Ar-
ticles 24, 25, and 26, respectively. For the purpose of
allocations of costs pursuant to said articles, the project
transportation facilities shall be segregated into such
aqueduct reaches as are determined by the State to be
necessary for such allocations of costs. Subject to such
modifications as are determined by the State to be
required by reason of any request furnished by the
Agency to the State pursuant to Article 17(a) of this
contract, or by reason of contracts entered into by
the State with other contractors, the aqueduct reaches
of the project transportation facilities are established
as set forth in Table I of this contract: Provided, That
those costs of the aqueduct reaches from the Delta
through the outlet of San Luis Reservoir which are
allocated to the purpose of water conservation in,
above, and below the Delta for the purpose of deter-
mining the Delta Water Charge, as hereinbefore set
forth, shall not be included in the Transportation
Charge.
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24. TRANSPORTATION CHARGE-CAPITAL
COST COMPONENT

{a) Method of Computation

The capital cost component of the Transportation
Charge shall be sufficient to return to the State those
capital costs of the project transportation facilities nec-
essary to deliver water to the contractor which are
allocated to the contractor pursuant to subdivision (b)
of this article. The amount of this component shall be
determined in two steps as follows: (1) an allocation
of capital costs to the contractor, and (2) a computa-
tion of annual payment of such allocated capital costs
and interest thereon, computed at the project interest
rate and compounded annually, to be made by the
contractor.

(b} Allocation of Capital Costs Among
Contractors

In the first step, the total amount of capital costs of
each aqueduct reach to be returned to the State shall
be allocated among all contractors entitled to delivery
of project water from or through the reach by the
proportionate use of facilities method of cost alloca-
tion and in accordance with (1) and (2) below. The
measure of the proportionate use of each contractor of
each reach shall be the average of the following two
ratios: (i) the ratio of the contractor’s maximam an-
nual entitlement to be delivered from or through the
reach to the total of the maximum annual entitlements
of all contractors to be delivered from or through the
reach; and (ii) the ratio of the capacity provided in
the reach for the transport and delivery of project
water to the contractor to the total capacity provided
in the reach for the transport and delivery of project
water to all contractors served from or through the
reach. Allocations of capital costs to the Agency pur-
suant hereto shall be on the basis of relevant values
which will be set forth in Table B of this contract by
the State as soon as designs and cost estimates are pre-
pared by it subsequent to receipt of requests from the
Agency as to the maximum monthly delivery capa-
bility to be provided in each aqueduct reach of the
project transportation facilities for the transport and
delivery of project water to the Agency, pursuant
to Article 17(a): Provided, That these values shall be
subject to redetermination by the State in accordance
with Article 28: Provided further, That the principles
and procedures set forth in this subdivision shall be
controlling as to allocations of capital costs to the
Agency.

(1) The total amount of capital costs allocated to

a contractor shall be the sum of the products
obtained when there is multiplied, for each
aqueduct reach necessary to deliver water to
the contractor, the total amount of the capital
costs of the reach to be returned to the State
under the Transportation Charge by the average
of the two foregoing ratios for such reach as
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(2)

(3)

said average is set forth in the appropriate table
included in its contract.

In the event that excess capacity is provided in
any aqueduct reach for the purpose of making
project water available in the future to an
agency or agencies with which the State has
not executed contracts at the time of any allo-
cation of costs pursuant to this subdivision, the
prospective maximum annual entitlement or en-
titlements to be supplied by such excess capac-
ity, as determined by the State, shall be deemed
to be contracted for by said agency or agencies
for the purpose of such allocation of costs, to
the end that the capital costs of providing such
excess capacity are not charged to any contrac-
tor entitled by virtue of an executed contract
to the delivery of project water from or
through that aqueduct reach at the time of such
allocation. Where additional capacity is pro-
vided in any aqueduct reach to compensate for
loss of water due to evaporation, leakage, seep-
age, or other causes, or to compensate for sched-
uled outages for purposes of necessary investi-
gation, inspection, maintenance, repair or re-
placement of the facilities of the project facili-
ties, then, for the purpose of any allocation of
costs pursuant to this subdivision: (i) the maxi-
mum annual entitlement to be delivered from
or through the reach of each contractor entitled
to delivery of project water from or through
the reach shall be increased by an amount which
bears the same proportion to the maximum an-
nual delivery capability provided by such addi-
tional capacity that the contractor’s maximum
annual entitlement to be delivered from or
through the reach bears to the total of the
maximumn annual entitlements to be delivered
from or through the reach under all contracts;
and (ii) the capacity provided in the reach for
each contractor entitled to delivery of project
water from or through the reach shall be in-
creased in the same proportion that the con-
tractor’s maximum annual entitlement to be de-
livered from or through the reach is increased
pursuant to (i) above.

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



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

{c) Annual Paymenis of Allocated Capital Costs

In the second step, the Agency’s annual payment of
its allocated capital costs and interest thereon, com-
puted at the project interest rate and compounded
annually, shall be determined in accordance with a
payment schedule established by the State and deter-
mined in accordance with the principles set forth in
(1), (2), and (3) below, which principles shall be
controlling as to the Agency’s payment of its allocated
capital costs. The Agency’s payment schedule will be
set forth in Table D of this contract by the State as
soon as designs and cost estimates are prepared by it
subsequent to receipt of requests from the Agency as
to the maximum monthly delivery capability to be
provided in each aqueduct reach for transport and
delivery of project water to the Agency, pursuant
to Article 17(a): Provided, That the amounts set forth
in Table D shall be subject to redetermination by the
State, pursnant to Article 28.

(1) The Agency’s annual payment shall be the sum

of the amounts due from the Agency on the

Agency’s allocated capital costs for the then
current year and for each previous year where
each such amount will pay, in not more than
fifty (50) equal annual installments of principal
and interest, the Agency’s allocated capital costs
for the respective year and interest thereon,
.computed at the project interest rate and com-
pounded annually.

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

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

(2)
(3)

(d) Payment in Advance for Excess Peaking
Capacity

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

Art. 25

- capital costs of such aqueduct reach shall be allocated
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among all contractors entitled to delivery of project
water from or through the reach in the following
manner:

(1) The costs which would have been incurred for

such reach had no such excess capacity been
provided shall be estimated by the State and
allocated among all such contractors in the
manner provided in said subdivision (b); and
The amount of the difference between said esti-
mated costs and the projected actual costs of
such reach shall be allocated to the contractor
or contractors for which such excess capacity
is provided.
Where such excess capacity is provided for more than
one contractor, the costs allocated to them under (2)
above shall be further allocated between or among
them in amounts which bear the same proportion to
the total of said allocated costs as the amount of such
excess capacity provided for the respective contractor
bears to the total of such excess capacity provided in
such reach. In the event that the funds advanced by a
contractor pursuant to this subdivision are more or less
than the costs so allocated to such contractor under
(2) above, the account of such contractor shall be
credited or debited accordingly.

2

{e) Costs Incurred Prior to Date of Contract

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

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

{a} Method of Computation

The minimum operation, maintenance, power, and
replacement component of the Transportation Charge
shall return to the State those costs of the project
transportation facilities necessary to deliver water to
the contractor which constitute operation, mainte-
nance, power, and replacement costs incurred irrespec-
tive of the amount of project water delivered to the
contractor and which are allocated to the contractor
pursuant to (b) below: Prowvided, That to the extent
permitted by law, the State may establish reserve funds
to meet anticipated minimum replacement costs; and
deposits in such reserve funds by the State: (1) shall
be made in such amounts that such reserve funds will
be adequate to meet such anticipated costs as they are
incurred, and (2) shall be deemed to be a part of the
minimum replacement costs for the year in which such
deposits are made.
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(b) Allocation of Costs

The total projected minimum operation, mainte-
nance, power, and replacement costs of each aqueduct
reach of the project transportation facilities for the
respective year shall be allocated among all contractors
entitled to delivery of project water from said facilities
by the proportionate use of facilities method of cost
allocation, in the same manner and upon the same bases
as are set forth for the allocation of capital costs in
Article 24: Provided, That such minimum operation,
maintenance, power, and replacement costs as are in-
curred generally for the project transportation facili-
ties first shall be allocated to each aqueduct reach in
an amount which bears the same proportion to the
total amount of such general costs that the amount of
the costs incurred directly for the reach bears to the
total of all direct costs for all aqueduct reaches.

{c) Payment Table

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

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

{a) Method of Computation

The variable operation, maintenance, power, and
replacement component of the Transportation Charge
shall return to the State those costs of the project
transportation facilities necessary to deliver water to
the contractor which constitute operation, mainte-
nance, power, and replacement costs incurred in an
amount which is dependent upon and varies with the
amount of project water delivered to the contractor
and which are allocated to the contractor pursuant to
(1) and (2) below: Provided, That to the extent per-
mitted by law, the State may establish reserve funds
to meet anticipated variable replacement costs; and
deposits in such reserve funds by the State: (1) shall
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be made in such amounts that such reserve funds will
be adequate to meet such anticipated costs as they are
incurred, and (2) shall be deemed to be a part of the
variable replacement costs for the year in which such
deposits are made. The amount of this component
shall be determined as follows:

(1) There shall be computed for each aqueduct
reach of the project transportation facilities a
charge per acre-foot of water which will re-
turn to the State the total projected variable
operation, maintenance, power, and replace-
ment costs of the reach for the respective year.
This computation shall be made by dividing
said total by the number of acre-feet of project
water estimated to be delivered from or through
the reach to all contractors during the year.

The amount of the variable component shall
be the sum of the products obtained when the
charges per acre-foot of water, determined
under (1) above, for each aqueduct reach nec-
essary to deliver water to the contractor are
multiplied by the number of acre-feet of proj-
ect water delivered to the contractor from or
through that reach during the year: Provided,
That when project water has been requested
by a contractor and delivery thereof has been
commenced by the State, and, through no fault
of the State, such water is wasted as a result
of failure or refusal by the contractor to ac-
cept delivery thereof, the amount of said vari-
able component to be paid by such contractor
during such period shall be the product of the
above sum and the sum of the number of acre-
feet of project water delivered to the contrac-
tor and the number of acre-feet wasted.

(2)

(b) Revenue From Aqueduct Power Recovery
Plants

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

(¢) Payment Table

The amount to be paid each year by the Agency
under the variable operation, maintenance, power, and




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

27. TRANSPORTATION CHARGE-PAYMENT
SCHEDULE

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

28. TRANSPORTATION CHARGE—
REDETERMINATION

The State shall redetermine the values and amounts
set forth in Tables B, C, D, E, F and G of this con-
tract in the year following the year in which the State
commences construction of the project transportation
facilities and each year thereafrer in order that the
Transportation Charge to the Agency and the com-
ponents thereof may accurately reflect increases or
decreases from year to year in projected costs, out-
standing reimbursable indebtedness of the State in-
curred to construct the project transportation facili-
ties described in Table 1 of this contract annual
entitlements, estimmated deliveries, project interest rate,
and all other factors which are determinative of such
charges, In addition, each such redetermination shall
include an adjustment of the components of the Trans-
portation Charge to be paid by the Agency for suc-
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ceeding years which shall account for the differences,
if any, between projections of costs used by the State
in determining the amounts of said components for all
preceding years and actual costs incurred by the State
during such years. Upon each such redetermination,
appropriately revised copies of Tables B, C, D, E, F
and (s shall be prepared by the State and attached to
this contract as amendments of those tables,

29. TIME AND METHOD OF PAYMENT

{a) Initial Payment—Delta Water Charge

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

{b) Initial Payment-—-Transportation Charge:
Capital Component

Payments by the Agency under the capital cost
component of the Transportation Charge shall com-
mence in the year following the year in which the
State commences construction of the project transpor-
tation facilities. If such construction has already com-
menced when this contract is executed, such payments
ghall begin in the year following the year of execution.

(¢} Initial Payment—Transportation Charge:
Minimum Component

Payments by the Agency under the minimum opera-
tion, maintenance, power, and replacement component

of the Transportation Charge shall commence for each

aqueduct reach in the year following the year in which
construction of that reach is complered.

(d) Initial Payment-Transportation Charge:
Variable Component
Payments by the Agency under the variable opera-
tion, maintenance, power, and replacement component
of the Transportation Charge shall commence in the
year of initial water delivery to the Agency.

(e} Statement of Charges

The State shall, on or before July 1 of each year,
commencing with the year preceding the year in
which payment of the respective charge is to com-
mence pursuant to this article, furnish the Agency
with a written statement of: (1) the charges to the
Agency for the next succeeding year under the capital
cost and minimum operation, maintenance, power, and
replacement components of the Delta Water Charge
and Transportation Charge; (2) the unit charges to
the Agency for the next succeeding year under the
variable operation, maintenance, power, and replace-
ment components of said Delta Water Charge and
Transportation Charge; and (3) the total charges to
the Agency for the preceding year under the variable
operation, maintenance, power, and replacement com-
ponents of said Delta Water Charge and Transporta-
tion Charge: Provided, That through December 31,
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1969, the Delta Water Charge shall be based upon a
unit rate of $3.50 per acre-foot and shall be paid by
the contractors on the basis of their respective annual
entitlements to project water, as provided in Article
22(b): Provided further, That the first such statement
shall be provided by the State as soon after the execu-
tion of this contract as is feasible. All such statements
shall be accompanied by the latest revised copies of
the document amendatory to Article 22 and of Tables
B,C, D, E, F and G of this contract, together with
such other data and computations used by the State in
determining the amounts of the above charges as the
State deems appropriate. The State shall, on or before
the fifteenth day of each month of each year, com-
mencing with the year of initial water delivery to the
Agency, furnish the Agency with a statement of the
charges to the Agency for the preceding month under
the variable operation, maintenance, power, and re-
placement components of the Delta Water Charge and
Transportation Charge. Such charges shall be deter-
mined by the State in accordance with the relevant
provisions of Articles 22 and 26 of this contract, upon
the basis of metered deliveries of project water to the
Agency, except as otherwise provided in those articles,

{f) Times of Paymenf—Cdpital Components

The Agency shall pay to the State, on or before
January 1 of each year, commencing with the year
in which payment of the respective charge is to com-
mence pursuant to this article, one-half (%) of the
charge to the Agency for the year under the capital
cost component of the Delta Water Charge and one-
half (14) of the charge to the Agency for the year
under the capital cost component of the Transporta-
tion Charge, as such charges are stated pursuant to
subdivision (e) of this article; and shall pay the re-
maining one-half (1) of each of said charges on or
before July 1 of that year.

{g) Times of Paymeni-Minimum Components

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

(h} Times of Payment—Variable Components

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

(i} Contest of Accuracy of Charges

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

30. SURCHARGE FOR PROJECT WATER USED
ON EXCESS LAND

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

As used herein the term “surcharge” shall mean an
amount equivalent to the power credit per acre-foot
of water, as such credit is determined under and estab-
lished by subdivision (b) of this article, to be charged
to water users other than the United States or the State
of California, as hereinafter provided and to the extent
permitted by law, for each acre-foot of project water
put to agricultural or manufacturing use on excess
land. As used herein the term “excess land” shall mean
that part of any land held in single beneficial owner-
ship within a contractor’s boundaries, or, where proj-
ect water is delivered to water users by a retail agency
as hereinafter defined, that part of any such land
within the service area of such retail agency, which is
in excess of 160 acres; or in the case of joint owner-
ship by husband and wife that part of any such land
which is in excess of 320 acres.

{b) Definition: “Power Credit’’

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




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

al + 974+ o + 924 L 4+ 6l F+ o
e + ) + el + 0F + ... + el ¥ 0"
‘Where:

i="The project interest rate.

¢==The projected annual power credit accrued dur-
ing the respective year of the project repayment

period.
1,2, and »
appearing
below ¢ ==The respective vear of the project repayment

period during which the power credit is acerued,
7 being the last year of the project repayment
period.

e == The total of annual entitlements to project water
of all contractors for the respective year of the
project repayment period.

1,2, and #n

appearing

below ¢ = The respective year of the project repayment
period in which the annual entitlements occur,
# being the last year of the project repayment
period.

7 used as

exponent == The number of years in the project repayment

period.

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

{¢) Definition: "Retail Agency’

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

{d) Payment of Surcharge

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

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

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

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

Project water which reaches the underground
prior to delivery to or pumping by a water
user shall not be subject to a surcharge under
this article.

)

(3)

(f} Failure of Retuil Agency to Perform
Obligations

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

{g} State May Enforce Surcharge

In the event that any retail agency or other agency
by, through or under which project water is delivered
to a retail agency, fails to perform the obligations
imposed upon it in accordance with subdivision (d)
of this article, the State may take such action in a
court of competent jurisdiction, in the name of the
contractor and/or agency or agencies by, through or
under which project water is delivered to such retail
agency, as it deems necessary to compel the perform-
ance of such obligations, and in such action. the State
shall be subrogated to the rights of such contractor
and/or such other agency or agencies against such
retail agency or other agency. In the event that any
certification furnished by a water user in accordance
with subdivision (d) of this article is found by the
State to inaccurately represent facts of water use or
land ownership, with the result that such user is avoid-
ing payment under the surcharge provided for herein,
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the State may take such action in a court of compe-
tent jurisdiction, in the name of the contractor and/or
the retail agency and/or any other agency or agencies
by, through, or under which project water is deliv-
ered to such water user, as it deems necessary to col-
lect full payment under the surcharge from such water
user and to compel the performance of all obliga-
tions imposed upon such water user in accordance
with said subdivision (d), and in such action the
State shall be subrogated to the rights of such contrac-
tor and/or such retail agency and/or such other
agency or agencies against such water user. Where
project water is delivered by a contractor to a re-
tail agency or to another agency by, through, or
under which project water is delivered to a retail
agency, as contemplated in subdivision (d) of this
article, the contractor shall require on behalf of the
State that such retail agency or other agency and all
agencies by, through, or under which project water
is delivered to a retail agency permit or be required
to permit the State to bring the foregoing actions
in their respective names and be subrogated to their
respective rights as set forth above.

(h) State to Defend and Indemnify Against
Claims

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

(i} Separability

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

31. ADJUSTMENT FOR OVERPAYMENT OR
UNDERPAYMENT

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




32. DELINGUENCY IN PAYMENT

{a} Agency to Provide for Punctual Payment

The governing body of the Agency shall provide

for the punctual payment to the State of payments
which become due under this contract.

(b} Interest on Overdue Payments

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

33. OBLIGATION OF AGENCY TO MAKE
PAYMENTS

{a} Refusal of Water Does Not Affect Obligation

The Agency’s failure or refusal to accept delivery
of project water to which it is entitled under Article
6(b) shall in no way relieve the Agency of its obliga-
tion to make payments to the State as provided for
in this contract. The State, however, shall make rea-
sonable efforts to dispose of any water made available
to but not required by the Agency and any net reve-

nues from such disposal shall be credited pursuant to
Article 21,

th) Chareacter of Obligation

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

*34. OBLIGATION OF AGENCY TO LEVY TAXES
AND ASSESSMENTS

{a} When Obligated

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

(b} Enforcement by Officers of Agency

Taxes or assessments levied by the governing body
of the Agency pursuant to subdivision (a) of this
article shall be enforced and collected by all officers

of the Agency charged with the duty of enforcing

and collecting taxes or assessments levied by the
Agency.

Art. 37

(¢} Deposit in Separate Fund

All money collected for taxes or assessments under
this article shall be kept in a separate fund by the
treasurer or other officer of the Agency charged with
the safekeeping and disbursement of funds of the
Agency, and, upon the written demand of the State,
the treasurer or other officer shall pay over to the
State all such money in his possession or control then
due the State under this contract, which money shall

be applied by the State to the satisfaction of the
amount due under this contract,

(¢} Enforcemens of Levy

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

for the recovery of money due or which may become
due under this contract,

D. GENERAL PROVISIONS
35. REMEDIES NOT EXCLUSIVE

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

36. AMENDMENTS

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

37. AGENCY NOT ESTOPPED TO CHALLENGE
STATE LAWS '

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

21




Art. 38

project water shall contain a similar reservation with
respect to State laws,

38. OPINIONS AND DETERMINATIONS

Where the terms of this contract provide for action
to be based upon the opinion, judgment, approval, re-
view, or determination of either party hereto, such
terms are not intended to be and shall never be con-
strued as permitting such opinion, judgment, approval,
review, or determination to be arbitrary, capricious, or
unreasonable,

39. CONTRACTING OFFICER OF THE STATE

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

40, SUCCESSORS AND ASSIGNS OBLIGATED

This contract and all of its provisions shall apply
to and bind the successors and assigns of the parties
hereto.

41. ASSIGNMENT

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

22

42. WAIVER OF RIGHTS

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

43. NOTICES

All notices that are required either expressly or by
implication to be given by one party to the other
under this contract shall be signed for the State by its
contracting officer, and for the Agency by such officer
as it may, from time to time, authorize in writing to
so act, All such notices shall be deemed to have been
given if delivered personally or if enclosed in a prop-
erly addressed envelope and deposited in a United
States Post Office for delivery by registered or cer-
tified mail. Unless and until formally notified other-
wise, all notices shall be addressed to the parties at
their addresses as shown on the signature page of this
contract.

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

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

45, SPECIAL PROVISIONS

(a)  The State shall provide sufficient cépacity in the transportation facilities to deliver
the Agency’s maximum annuel entitlement at a continuous flow subject to the provisions of Article
17 (b). No capacity shall be provided for peaking.

(b} For purposes of subdivisions (¢), (d), and (e) of this article, dealing with construc-
tion of the Coastal Aqueduct, the term “Coastal Stub Aqueduct® shall mean that portion of the
Coastal Aqueduct beginning at the junction with the San Joaquin Valley-Southern California Aque-
duct in the vicinity of Avenal, Kings County, and extending to a point about 12 miles along the
route of the Coastal Aqueduct, ending at an elevation of about 520 feet above mean sea level, at
the location of the intake to proposed Pumping Plant C-4.

(c) The Agency shall have the right to withdraw from participation in the Coastal Aque-
duct downstream from the Coastal Stub Aqueduct: Provided, That payments of the Transportation
Charge for other reaches listed in Table I, and of the Delta Water Charge shall continue for the
term of this contract: Provided further, That any such withdrawal must be made by a request for
~ change of Table I submitted in writing to the State prior to the date on which the State commences
final design on the reach under consideration. The State shall notify the Agency six months in ad-

vance of thedate on which final design will commence on any reach of the Coastal Aqueduct down-
stream from the Coastal Stub Aqueduct.

(d) Notwithstanding Article 6(a) and 17(a) of this contract, the State shall advance or
delay construction of any reaches of the Coastal Aqueduct if all contractors taking water through a
reach request a change in the year of initial water delivery: Provided, That any contractor request-
ing a delay in the construction of any reach shall submit a request by January 1, 1975, and any
contractor requesting the advance of construction of any reach shall submit a request at least five
years in advance of the estimated year of initial water delivery. Unless all contractors taking water
through a reach of the Coastal Aqueduct request a change in the year of initial delivery, construc-
tion shall be scheduled so that the year of initial water delivery from reaches downstream from the
Coastal Stub Aqueduct is 1980,

(¢) Notwithstanding the provisions of Articles 23 and 24 of this contract, in the event
that construction of any reach of the Coastal Stub Aqueduct is commenced more than 5 years prior
to the year of initial water delivery for the Agency there shall be deducted until the year 1976 or
until 5 years prior to the year of initial water delivery, whichever is earlier, from the annual pay-
ment of principal and interest which would otherwise be required by Article 24(c) (1) an amount
equal to the annual payment of principal and interest under the capital cost component of the Trans-
portation Charge attributable from year to year to the Agency’s allocated share of the cost of con-
structing such portions of the Coastal Aqueduct. Such amounts shall be accumulated, with interest
thereon computed at the project interest rate and compounded annually, until December 31, of the
fifth year prior to the estimated year of initial water delivery or of the year 1975, whichever is
earlier; thereafter the total accumulated amount shall be paid in fifty (50) equal annual install-
ments under the provisions of Article 24(c) in the same manner as though the entire amount had
been expended for constmction putposes in that year. If no other water supply contracts are exe-
cuted for a dependable supply of project water to be delivered from delivety structures on the

Coastal Stub Aqueduct, the rights of the Agency under subdivisions (c) and (d) of this article shall
apply to the Coastal Stub Aqueduct.

3] Subject to approval by the State and pursuant to an agreement to be entered into thh
the State governing operating criteria, the Agency may construct the Coastal Aqueduct or any reach
thereof with its own funds or in cooperation with other agencies including the federal government.

(g) Notwithstanding the provisions of Article 29(a), the Agency shall commence payment
of the capital cost and the minimum operation, maintenance, power and replacement components
of the Delta Water Charge according to the schedule in Table A of this contract in the year of ini-
tial water dehvery or 1980, whichever is earlier: Provided, That such charge shall not be paid in a
year or years in which the State is scheduled to commence delivery but through no fault of the
Agency fails to commence such delivery of water.




TABLE A
ANNUAL ENTITLEMENTS

SAN LUiS OBISPO COUNTY FLOOD CONTROL
AND WATER CONSERVATION DISTRICT

Total Annval Amount

Year : : in Acre-Feet
1980 , 1,000
1981 , 1,000
1982 _ 2,000
1983 " 3,000
1984 4,500
1985 . ‘ 7,500
1986 g 10,000
1987 o 12,500
1988 ' 15,500
1989 © 20,000
1990 o | | 25,000

And each succeeding year

thereafter for the term of

this contract as a

Maximum Annua! Entitlement: 25,000




TABLE B

ALLOCATED PROPORTION OF COSTS OF PROJECT TRANSPORTATION FACILITIES

SAN LUIS OBISPO COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

Total far project transportation facilities

District participation

Total of maximum Total of Total Minimum Maximum | Ratio of Maximum Ratio of

annual entitlements maximum capital annual annual maximum capacity maximum

of all contractoars capacities cost, operating [entitlement, | annual en- in capacity Average

Aqueduct reach thousands of * in thousands cost, thousands | titlement, cubic-feet to total of
acre-feet per year cubic-feet’ of dollars thousands' lof acre-feet | to total of per capacity ratios
per second” of dollars’ per year maximum second '

annual en- '
titlements

CALIFORNIA AQUEDUCT
Delta to Discharge Delta Pumping Plant: 2

Discharge Qelta Pumping Plant Ito San Luis
Forebay:

San Luis Forebay®

San Luis Forebay to Kettleman City
Kettleman City to Avenal Gap:
COASTAL AQUEDUCT

Avenal Gap to Discharge Avenal Pumping
Plant:

Discharge Avenal Pumping Plant to Pyramid
Pumping Plant:

Pyramid Pumping Plant to Temblor Pumping
Plant:

Temblor Pumping Plant to Tailrace San Luis
Obispo Powerplant:

San Luis Obispo Powerplant to Santa Maria
Terminus:

! As increased by an allowance to compensate for losses as provided in Article 24(b) (2).

2 Based on values as of the end of the construction period.
3 Costs allocated to water transportation.

QérntnTn memamiter amfon




TABLE C

PROJECTED ALLOCATIONS OF CAPITAL
COST OF PROJECT TRANSPORTATION FACILITIES TO
SAN LUIS OBISPO COUNTY FLOOD CONTROL
AND WATER CONSERVATION DISTRICT

Projected
Allocation in
Year Thousands of Dollars

*

W oo -1 AU H WD

* Year in which State commenced construction of project transportation facilities, 1959.
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"TABLED

TRANSPORTATION CHARGE -~ CAPITAL COST COMPONENT
SAN LUIS OBISPO COUNTY FLOOD CONTROL
AND WATER CONSERYATION DISTRICT

(In thousands of dollars)

Total
Annual ,Annual Annual
Payment of " Interest Payment by
Prineipal P ayment District




Y ear

46
47
48

49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80

TOTAL

* Year in which the State commenced construction of the project transportation facilities, 1959,

TABLE D (Continved)

TRANSPORTATION CHARGE - CAPITAL COST COMPONENT

SAN LUIS OBISPO COUNTY FLOOD CONTROL.
AND WATER CONSERVATION DISTRICT

(In thousands of doliars)

Annual Annual
Payment of Interest
Princlpal ; Payment -

** Year of first payment.

Total
Annual
Payment by
District




TABLE E

TRANSPORTATION CHARGE —~ MINIMUM OPERATION
MAINTENANCE, POWER, AND REPLACEMENT COMPONENT
SAN LUIS OBISPO COUNTY FLOOD CONTROL
AND WATER CONSERVATION DISTRICT

Total Annual P ayment
by Distriet*
Y ear (In thousands of dollars)

*
*

D=2 TN e RN &) R SRR 6 T

10

11

12

13

14

15

16

17

18

19

20 .

21 ‘ ; /'

22

23

24

25

26

27

28

29

30

31 ‘
and each succeeding year
thereafter, for the term of
this contract.

* Payment shall start with respect to each aqueduct reach in the year following the year in which
the State completes construction of the respective reach,

** Year in which the State commenced construction of the project trangportation facilities, 1959,
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TABLE F

TRANSPORTATION CHARGE ~ ESTIMATED VARIABLE OPERATION,
MAINTENANCE, POWER, AND REPLACEMENT COMPONENT

SAN LUIS OBISPO COUNTY FLOOD CONTROL
AND WATER CONSERVATION DISTRICT

Total Annual Payment
by District*
(in thousands of dollars)

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

* Payments start with year of initial water delivery,
** Year in which State commenced construction of project transportation facilities, 1959,




TABLEG

| PAYMENT SCHEDULE
~ SAN LUIS OBISPO COUNTY FLOOD CONTROL
"AND WATER CONSERVATION DISTRICT

, Ytof

 Tren sportation Charge

Capltal Cost ' Minimum VYartable
Component ‘ ‘Component | Component

Total

36

40
41
42
43
44
45




TABLE G (Continved)

PAYMENT SCHEDULE

SAN LUIS OBISPO COUNTY FLOOD CONTROL
AND WATER CONSERVATION DISTRICT

Transportation Charge

Year

Capltal Cost . - Minimum Varlable
Component : Component | Component

Total

46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80

* Year in which State commenced construction of project transportation facilities, 1959,

** Year of first payment.




TABLE H

PROJECT TRANSPORTATION
FACILITIES FOR
SAN LUIS OBISPO COUNTY FLOOD CONTROL
AND WATER CONSERVATION DISTRICT

1, A San Joaquin Valley—Southern California Aqueduct extending to the jimc-
tion with the Coamstal Aqueduct in the vicinity of Avenal, Kings County, .to the extent
such agueduct is determined by the State to be required for water transportation.

2. A Coastal Aqueduct, beginning on the San Joaquin Valley~Southern Calif~
omia Aqueduct in the vicinity of Avenal, Kings County, and extending to a terminal at
the Santa Maria River. ‘




TABLE |

AQUEDUCT REACHES

FOR WHICH SAN LUIS OBISPO COUNTY
FLOOD CONTROL AND WATER CONSERVATION DISTRICT

ASSUMES AN OBLIGATION

Aqueduct Reach
CALIFORNIA AQUEDUCT

Delta to Discharge Delta Pumping Plant:

Discharge Delta Pumping Plant to San Luis Forebay:
San Luis Forebay:

San Luis Forebay to Kettleman City:

Kettleman City to Avenal Gap:
COASTAL AQUEDUCT

Avenal Gap to Discharge Avenal Pumping Plant;

Discharge Avenal Pumping Plant to Pyramid
Pumping Plant: -

Pyramid Pumping Plant to Temblor Pumping Plant:*

Temblor Pumping Plant to Tailrace San Luis
Obispo Powerplant:*

San Luis Obispo Powerplarat to Santa Maria Terminus:*

* Subject to Article 45

Major Features of Reach

Intake Canal :

Fish Protective Facilities

Delta Pumping Plant
(Pumping Plant I)

Agueduct

San.Luis Forebay and Forebay Dam

Aqueduct

‘Mile 18 Pumping Plant

Aqueduct

Aqueduct
Avenal Pumping Plant
(Pumping Plant C-3)

Aqueduct

Aqueduct o
Pyramid Pumping Plant
(Pumping Plant C-4)
Sawtooth Pumping Plant
{(Pumping Plant C-5)
Temblor Pumping Plant
(Pumping Plant C-6)

Aqueduct

* San Luis Obispo Powerplant

Aqueduct




IN WITNESS WHEREOF, the parties
above written.

Approved as to legal form and
sufficiency:

Vo e

hereto have executed this contract on the date first

STATE OF ‘CALIFORNIA .
DEPARTMENT OF WATER RESOURCES

Chief C:mnsel

Department of Water Resources
P.O. Box 388

Sacramento, California

Attest:

Director

SAN LUIS OBISPO COUNTY FLOOD
CONTROL AND WATER CONSERVATION
DISTRICT

M W4 W o L

County Clerk and Ex Officio clerk of the Board

of Supervisors

San Luis Obispo County Flood Control and
Water Conservation District

c/o County Clerk

Court House

San Luis Obispo, California

Approved as to form and legality:

Chairman of the Board of Supervisors




BEFORE THE BOARD OF SUPERVISORS

of the

SAN LUIS OBISPO COUNTY FLOOD CONTROL
AND WATER CONSERVATION DISTRICT

PRESENT: Supervisors M. Rolend Gatea, Bemual Borredori, Pred C. Kimball,
Alton Lee, and Chaivman Ursin Perkine

ABSENT:: None

RESOLUTION WO, 92-63
RESOLUTIOE AUTHORIZING CHAIBIAN TO BAECUTE CONTRACT
¥ITH THE S8TATE OF CALIPORHIA DEPARTHMENT OF
WATER REBOURCBS
FOR A WATER BUPPLY
The following resclution is nereby offered snd reed:

WHERBAE, the State of California Depsrtment of Water Resouroces
has presented to the said Board e& proposmed contract for a water supply,
and

WHEREAS, 1t 1s in the public interest timt said contract be
exsouted.

NOW, THEREPORE, BE IT RESGLVED by the Board of Supervisors, soting
as the Governing Beard of the 8en lais Cblspo County Flood Control
and Water Conservation Districot, ss ollows:

1. That the Chuirman of seid Board be snd hereby is authoriszed
and directed to execute on behslf of sald Ssn Luis Obispe County PFlood
Control snd Water Conservation Distriet the proposed contract for s
water supprly with the State of Californie Department of Weter Resources.

On motlon of Bupervisor Kimball, secondsd by Supervisor
les, and on the followlng roll call vote, to-wis:

AYES: Supsrvisors Kimball, lLee, Chairman Perkins
ROESt Superviscrs Gstes, Borradori
ABSENT 3 None

the foregoing resclution 1s hereby sdopted.

aon‘Lnts @hitpuiaeunty ?1oad'faunrel
and Watey Conservation Distrioct

e
T

0A000rS ‘ P 270



STATE OF CALIFORNIA,
County of San Luis Obispo, 5

I, A, B, MALLAGH , County Clerk and ex-officio Clerk
of the Board of Supervisors of the San Luis Obispo County Flood Control and Water Conservation District,
do hereby certify the foregoing to be a full, true and correct copy of an order made by the Board of Super-
visors, as the same appears spread upon their minute book.

WITNESS my hand and the seal of said Board of Supervisors, affixed this __ 218%

day of __..-____._?‘Q_;.b;fg_m _____ , 1963
______ « Bo BALLAGH
County Clerk and Ex-Officio Clerk of thg/Board
f Supermsors
[ SEAL ] — R
M

Deputy Clerk. o
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STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO, 1 TO WATER SUPPLY [ A
CONTRACT BETWEEN THE STATE OF CALIFORNIA ‘

DEPARTMENT OF WATER RESOURCES AND . !
SAN LUIS OBISPO COUNTY FLOOD CONTROL AWD ‘

WATER CONSERVATION DISTRICT

THIS CONTRACT, made this 15thday of November s
1963, pursuant to the provisions of the California Water Resources
Development Bond Act, the State Central Valley Project Act, and
other applicable laws of the State of Californlia, between the
State of California, acting by and through 1its Department of Water
Resources, herein referred to as the "State," and

San Iuis Obisro County Flood Control and Water Conservation District
a public agency in the State of California, duiy organized, exist-
ing, and acting pursuant to the laws thereof with its principal
place of busliness in San Luis Obispo, California, herein referred
to as the "Agency,"

WITNESSETH, That:

WHEREAS, the State 1s authorized to construct and operate
faclilitles for the storage and conveyance of water, certain of
which facilities will'make water avallable to the Agency; and

WHEREAS, the State and the Agency have entered into a
water supply contract, dated February 26, 1963, providing
that the State shall supply certain‘quantities of water to the
Agency, and providing that the Agency shall make certain payments
to the State, and setting forth the terms and conditions of such

supply and such payment; and

PITIO IV LM e
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WHEREAS, the State and the Agency are desirous of making
certain changes and additions to the above-mentioned contract,
while otherwlse continuing the contract in full force and effect;

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

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

46, Amendatory Provisions

a. Surplus Water

Notwithstanding other provisions of this con-
tract, surplus water for agricultural and ground water replenishment
use shall be offered to contractors on the following basls, Before
surplus water is sold for other than agricultural and ground water
replenishment use, each contractor shall have the right, subject
to the abllity of the 3State to dellver such water, to contract for
agricultural and ground water replenishment use for a portion of
the total amount of surplus water avallable 1n any year, in an
amount which bears the same ratio to the total amount of surplus
water available in that year as the sum of the annual entitlements
delivered to the contractor for agricultural and ground water
replenishment use during the preceding three years bears to the
total amount of the annual entitlements delivered for agricultural
and ground water replenishment use during the preceding three years
of all contractors requesting surplus water: Provided, That 1f its
proportion of such surplus water 1s not required by or cannot be
delivered to any contractor, such amount of additional surplus

water shall be offered to other contractors for agricultural and
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 ground water replenishment Use. - During the first three years in
which project water is delivered to a contractor, the State shall
determine the amount of surplus water which the contractor may
obtain based on the contractor's maximum annual entitlement and

the estimated percentage of its annual entitlement to be delivered
for agricultural and ground water replenishment use; but quantities
so determined shall not exceed the contractor's annual entitlement
for that year, For the purpose of computing the portion of the
surplus water for agricultural and ground water replenishment use
to which each contractor is entitled, the State shall determine

the amounts of water used for agricultural and ground water replen-
ishment use by each contractor in each year: Provided, That each
contractor shall furnish certified’copies of such records and data
concerning the use of water within its boundaries as the State :
may request.

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

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

-3-



(0

./ ()

A3 used in this subdivision "ground water replenishment

1t

use’ shall mean the use of project water exclusively by direct

application to spreading basins, streambeds, or through other means

of direct artificlal recharge for the purpose of replenishing

overdrawn ground water basins.

b. Surcharge Credit

Notwithstanding other provisions of this contract,
the State may include provisions in water supply contracts allowing
a credit to a contractor not to exceed the surcharge to be paid by
such contractor: Provided, That such credit shall be utillzed to
reduce the cost of water for agricultural use on other than excess
land at a uniform rate per acre-foot not to exceed two dollars ($2)
per acre-foot. Any contract including provisions pursuant to this
subdivision shall assure that the reductions in the contractors'
obligatlions authorized by this subdivislion are made avallable
exclusively for the benefit of agricultural use on land other than
excess land and are not directly or indirectly made available for

the benefit of agricultural use on excess land,

-
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IN WITNESS WHEREQF, the parties hereto have executed

this contract on the date first above written.

Approved as to legal form
and sufficiency:

Department of Water Resources

Attest:

-
v

-ﬁﬁzféZ?fzé@ﬁ%iéfiﬁgaﬁﬁi;ﬂ;W”

County Clerk end Ex ipdo clerk of
the Board of Supe ors

San Iuis Obispo County Flocd Control
and Water Congervation District

¢/o County Clerk

Court House

Sen Iuis Obispo, Celifornia

Approved as to form and legality:

I laiuor

DIEtrict Attorney

STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

By Jo A § st

Director

SAN LUIS OBISPO COUNTY FLOOD CONTROL
AND WATER CONSERVATION DISTRICT

f7f/<

man of the B

oard of

Bupervisors
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' STATE' OF CALIFORNIA
THE RESOURCES AGENCY

DEPARTMENT OF WATER RESOURCES | T,
d.‘r, g P v
‘*Jf"" . B Ahraw, ST £ o
AMENDMENT NO, 2 TO WATER SUPPLY e
CONTRACT BETWEEN THE STATE OF CALIFORNIA = " =
DEPARTMENT OF WATER RESOURCES AND g
SAN LUIS OBISPO COUNTY FLOOD CONTROL S0
AND WATER CONSERVATION DISTRICT A
THIS CONTRACT, made this /%  day of A “,

1964, pursuant to the provisions of the California Water Resources
Development Bond Act, the State Central Valley Project Act, and
other applicable laws of the State of California, between the State
of California, acting by and through 1t5'Departﬁent of Water
Resources, herein referred to as the "State," and San Luis Obispo
County Flood Control and Water Conservation District, a public
~agency in the State of California, duly organized, existmng, and
acting pursuant to the laws thereof with its principal place of
business in San Luls Obilspo, California, herein referred to as the
"Agencey, "
| WITNESSETH, That:

WHEREAS, the State 1s authorized to construct and'opérate
facilities for the storage and conveyance of water, certain of
which facilities will make water available to the Agency; and

WHEREAS, the State and the Agency have entered into a
water supply contract, dated February 26, 1963, as amended
November 15, 1963, providing that the State shall supply certain
quantities of water to the Agency, and providing that the Agency
shall make certain payments to the State, and setting forth the

terms and conéitions of such supply and such payment and

a DA A ) . e - /’}g&‘? .:7&4»?
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WHEREAS, the State and the Agency are desirous of
waxing certaln changes and additions to such contract, while
otherwise continuing the contract in full force and effect;

NOW THEREFORE, it 1s mutually agreed that the following
changes and additions are hereby made to the Agency's water supply
contract with the State: |

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

(k) Minimum Project Yield

"Minimum project yield" shall mean the dependable
annual supply of project water to be made availlable, estimated to
be &,230,000 agre—feet per year, séid amount to bg determined by*
the State on the basis of coordinated operation studies of initial
project conservation facilities and additional project conservation
‘facilities, whilch studles shall be based upon:

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

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

| (3) Agreements now in effect or as hereafter
amended or supplemented between the State and the United States
and others regarding the diverslon or utllization of waters of

the Delta or streams tributary thereto.




2. Subdivision (2) of Article 16 is amended to read

'aS~follows:

(a) ILimit on Total of all Maximum Annual Entitlements

‘The Agency's maximum annual entitlement hereunder,
together with the maximum annual entitlements of all other con-
-tractors, shall aggregate no more than the minimum project yield
‘as defined herein and in no event more than 4,230,000 acre-feet
,of project water, |
3. Articie 46 is amended to read as follows:

46, Amendatory Provisions ' ‘

(a) Surplus Water

Notwithstanding other provislons of this contrect,
surplus water for agricultural and ground water replenishment use
shall be offered to contractors on the following basis. Before!'

surplus water 1s sold for other than agricultural and ground water

W S

replenishment use, each contractor sball have the right; subject
to thé ability of the State to deliver such water and to the pro-
visions of the next succeeding paragraph, to contract for agri-

cultural and ground water replenishment use for a portion of the

total amount of surplus water available in any year, 1in an amount

which bears the same ratio to the total amount of surplus water
available in that year as the sum of the annual entitlements, set
forth in Table A of this contract, delivered to the contractor for

agricultural and ground water replenishment use during the preceding

three years bears to the total amount of such annual entitlements
‘deliveréd for agricultural and ground water replenishment use

. during the preceding three years of all cqntractors requesting

L

'surplus Qater: Provided, that'if it$‘proportion of such surplus

-
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water 1s not required by or canndt be delivered to any contractor,
such amount of -additional surplus water shall be offered to other
contraétors for agricultufal and greund‘water repienishment use.
During the first three years in which project water is delivered
to a contractor, the State shall determine the amount of surplus
water which the contractor may obtain based on the}contractor's
maximum annual entitlement and the estimated percentage of its
annual entitlement to be dellivered for agricultural and ground
water replenishment‘use; but quantities so determined shall not
exceed the contractor's annual entitlement for that year. For the
purpose of computing‘the portion of the surplus water for agricul-
tural and ground water replenishment use to which each contractgr
is entitled, the State shall determine the amounts of water used
for agricultural and ground wéter replenishment use by each
contractor in each year: Provided, that each contractor shall
furnish certifled coples of such records and data concerning the
use of water within its boundaries as the State may requeét.

The provisions of this paragrapﬁ shall be applicable
only to contractors in the San Joaquin Valley Service Area, con-
tractors in the Southern California Service Area, and contractors
in the Central Coastal Service Area. Before surplus water is sold
for other than agricultural and ground water replenishment use, .
each such contractor shall have the right, subject to the‘ability

of the State to deliver such’water, to contract for agricultural

and ground water replenishment use in accordance with the following

formula: contractors in the San Joaquin Valley Service Area shall
have a right to contract for sixty-nine percent (69%) .of the

surplus water available at the Mile 18 Pumping Plant; contractors

b
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in the Southern California Service Area shall have a right‘to con-
tract for twenty-nine percent (29%) of such water; and contractors
in the Central Coastal Service Area shail have a right to contract
for two percent (2%) of such water: Provided, that within each
of these service areas, each contractor shall have the right to
contract for agricultural and ground water replenishment use for

a portion of the total amount of surplus water avallable to that

service area in any year, in an amount which bears the same ratio

to the total amount.of surplus water availlable to the service area
in that year as the sum of the annual entitlements, set forth in
Table A of this centract, delivered to the contracter for agri-
cultural and ground water replenishment use during the preceding
three years bears to the total amount of such annual entitlements
delivered for agricultural and ground water replenishéent use
during the preceding three years of all contractors in that service

area requesting surplus water: Provided, further, that if its

proportion of such surplus water is not required by or cannot be
delivered to any contractor, such amount of additional surplus
water shall be offered to other contractors for agricultural and
ground water replenishment use. During the first three years in
which projeet water is delivered‘to a contractor, the State shall
deterﬁine the amount of surplus water which the contractor may
obtain based on the contractor's maximum annual entitlement and

- the estimated percentage of 1ts annual entitlement to be delivered
for agricultural and ground water replenishment use; but quantities
so determined shall not exceed the‘contraetor’s annual entitlement
for that year. As used in this paragraph! “"econtractors in the |

San Joaquin Service Area" shall mean: Devil's Den Water District,

000/ s 027




Dudley Ridge Water District, Empire West Side Irrigation District,
- Hacienda Water District, Kern County Water Agency, and Tulare Lake
Basin Water Storage District; "“contractors in the Southern Cali-
fornia Service Area" shall mean: Antelope Valley-East Kern Water
Agency, City of West Covina, Coachella Valley County Water Dis-
trict, Crestline-Lake Arrowhead Water Agency, Desert Water Agency,
Littlerock Creek Irrigation District, Mojave Water Agency, Palmdale
Irrigétion District,\San Bernardino Valley Municipal Water District,
San Gabriel Valley Municipal Water District, San Gorgonio Pass
Water Agency, The Metropolitan Water District of Southern Cali-
fornia, Upper Santa Clara Valley Water Agency, and Ventura County
Flood Control District; "econtractors in the Central Coastal ,
Service Area" shall mean: San Luis Obispo County Flood Control

and Water Conservation District and Santa Barbara County Flood
Control and Water Conservation District.

The provision of this paragraph shall be applicable only
to a contractor to which the delivery of project water for muni-
cipal use as of 1990 is estimated by the State to be in excess of
fifty percent (50%) of such contractor's maximum annual entitle-
ﬁent. For the purpose of fixing such contractor's right to delivery
of sufplus water, water from a watershed not tributary to the con-
tractor's area which is delivered within the contractor's bound-
aries for agricultural or ground water replenishment ﬁse shall be
deemed to be’part of the contractor's annual entitlement delivered
for such use in computing the quantity of surplus water té‘which
the contractor is entitled under this subdivision: Provided; that

the contractor shall not be deemed to have used more than its

.
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“annual entitlement, as set forth in Tablé A, for such use., Surplus
water shall be deemed to be used by the contractor for agricultural
or ground water'replenishment use if an equal quantity of water
imported from a watershed not tributary to the contractor's area

is delivered within the contractor's boundaries for such\use.

In providing for the delivery of surplus water to con-
tractors pursuant to this subdivision, the State shall refuse to
deliver such‘surplus water to any’contractor to the éxtent that
the State determines that such delivery would tend to eﬁcourage the
development of an economy within the area served by such cohtractor

which would be dependent upon the sustained delivery of water

in excess of the contractor's maximum annuél entitlement. In no
‘event shall the quantity of surplus water made available in any
year prior to 1986 to any contractor under this subdivision exceed
the difference between its annual entitlement for that yéar and
its maximum annual entitlement, except that, subject to provisions
of the immediately precéding sentence, with respect to ény con~
tractor which under Table A of 1ts contract is scheduled to receive
its maximum annual entitlement prior to 1978, the quantity of
surplus‘water made available iﬁ any year prior to 1986 under this
subdivision may exceed such difference by not more than 3,000
acre~-feet. |

Surplus‘water for agricuitural and ground water replenish-
ment use shall be furnished at prices which wiil return to the
State the varisble operation, maintenance, power, and replacement
components of the Delta Water Charge and Transportation Charge
‘incurred in such service of surplus water as determined by the

State. Surplus water delivered under this subdivision shall be

>
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limited to the quantity of water which can be delivered without
adversely affecting the reliabllity, or increasing the cost, of
service to meetﬁannual entitlements. A surcharge shall be added
to the rate for surplus water furnished to excess land in an amount
and Qnder the conditions specified in Article 30 of this contract.
Contracts made pursuant to this subdivision may exceed one'year in
duration.

Except as herein modified, the provisions of Article 21
of this contract are hereby confirmed, andvall surplus water not
specifically allocated pursuant to this subdivision shall be sold
under the provisions of Article 21, ©Nothing in this subdivision :
shall limit the right of the Agency to increase its annual entitle-
ments as otherwise provided in this contract.

As used in this subdivision "ground water replenishment
useﬁ shall mean the use of project water excluslvely by direct
application to spreading basins, streambeds,‘or through other
means of direct artificial recharge for the purpose of réplenish-
ing overdrawn ground water basins.

(b) Surcharge Credit

Notwithstanding other provisions of this contract, thé
State may allow a credit to each contractor not to‘exceed the sur-
charge pald by such contractor, | | |

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

7' (1) The State shall, in eagﬁ year after the year of

initial water delivery, allow a‘credit to the Agency in the amount
~of the surchargé'forwarded by the Agency to the State in the pre=-

Ceding year, - V \
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(2) 'The Agency shé;l ndt'establish water rates, or’ tax -
or assessment rates, so as to cause the sﬁrcharge credit to be passed
on to water users in a manner which will bring about a greater reduc-
tion in the cost per acre-foot of project water put to use on excess
land than such cost of project water put to use on other than excess
land.,

This subdivision 46(b) shall be separable from all other
pfovisions in this contract, and in the event that any or all of th;
provisions of this subdivision are in any manner or to any extent’
‘held to be invalild by final judgment or decree oan court of com-
petent Jurisdiction, such holding and such_invalidity shall in no

' wa& affect the validity of, or make 1invalid, any other provision of
this contract. | ,
IN WITNESS WHEREOF, the parties hereto have executed this

contract on the date first above written.

Approved as to legal form STATE* OF CALIFORNIA
and sufficlency: - * DEPARTMENT OF WATER RESOQURCES
L T ~ A//L\ %
- /W"""/ By
Chiel Counsel Director

Department of Water Resources

Attest: | ' SAN LUIS OBISPO COUNTY FLOOD
| CONTROL AND WATER CONSERVA-

. TION DISTRICT %/
oAy NP/ A", @éw//"//(/w/

County Clerk and Ex Qfficio Chairman of the Board of
Clerk of the Board of Supervisors
Supervisors < ,

Approved as to form and legality:

4 \_“@Q,. o 5 6’3'/"0/6[7

“-.—District ALtorney
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STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO, 3 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT CF WATER RESOURCES AND :
SAN LUIS OBISPO FLOOD CONTROL AND WATER CONSERVATION DISTRICT

THIS CONTRACT, made this 22 day of December 1969,
éursuaht to the provisions of the California Water Resources
Development Bond Act, the State Central Valley Project Act, and
other applicable laws of the State of California, between the State
‘of California, acting by and through its Department of Water

Resources, herein referred to as the "State", and san Luis Obispo

Flood Control and Water Conservation District,

herein referred to as the "Agency";

WITNESSETH, That

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

| WHEREAS, Article 22(b) of such water supply contract pro-

vides that for each year through the year 1969 the Delta Water
Charge shall be the product of $3.50 and the Agency's annual entitle-
ment for the respective year and that begiﬁning in the year 1970, the
Delta Water Charge shall be the sum of the capltal cost COmponént,

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

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

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

WHEREAS, the payments to be made by the Agency to the State
include interest calculated at the "project interest rate" defined
in Article 1(r) of such water supply contract to mean the weighﬁed
averége of the intereSt rateslpaid by the State on bonds issued .
under the Water Resources Development Bond Act (Bond Act) disregarding
premiums receiQéd on the sale of such bonds; énd

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

WHEREAS, the State already has financed the Oroville-

-
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Thermalito power facilities through Cenfral Valley Project Revenue
Bonds and may finance other portions of the project facilities
through additional revenue bond- issues, bonds issuedAunder other
authority granted by the Legislature or the voters, bonds issued by
other state agencies, advances from‘contractors, and other methods
under which the financing costs relate to interest rates that may
exceed the interest rate of the bonds issued under the Bond Act; and
| WHEREAS, either the State or contractors making advances
to the State may be subject to interest rates, or other financing
costs that relate to interest rates, which will be greater than the
"project interest rate" as presently defined in the contracts; and
WHEREAS, the parties desire that (1) the interest costs
hereafter incurred by or on hehalf of the State in financing the
construction of project facilities §y means other than the use of
moneys pro&ided under the Bond Act will be reflected in appropriate
adJustments of the '"project inferest‘raté'(excepting the interest
‘costs incurred for the Central Valley Project Revenue Bonds issued
prior to the date of this amendment); (2) appropriate credit will
be given to any contractor having made an advance of funds to the
State corresponding to the bond service obligation payable by such
centractor by reason of such advance or 1f bonds were not used to
obtain funds for such advance, then to the net interest cost which
would have resulted if the cohtractor had sold bonds for the purpose
of funding the advence; and (3) if any sources of funds other than
those provided under the Bond Act are employed to finance the con- .
struction of specific project facilities and the interest or othef
costs of such financing apé greater than the cost would have beeﬁ

if bopnds issued under the Bond Act had been used, appropriate
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‘adjustments to the charges to contractérs will be made with respect
fb such facilities so that the charges to contractors taking water |
through reaches which include such facilities wiil be the same

after such adjustments as such charges would have been if such
facilities had been financed by the use of proceeds of bonds issued
under the Bond Act, except insofar as the "project interest rate'

has been adjusted pursuant to (1) in this recital:

NOW THEREFORE, it is mutually’agreed that the foilowing
changes and additions'are hereby made to the Agency's water supply
contract with the State: |
‘ 1. Subdivision (b) of Article 22 is amended to read as
follows:

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

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

follows:

-




"Project interest rate" shall mean the weighted average

interest rate of (1) through (6) below computed by dividing (1) the

total interest cost required to be pald or credited by the State

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

the products of the various principal amounts and the respective

- terms in years of all such amounts:

(1)

(2)

(3)

. (&)

(5)

(6)

general obligation bonds issued by the
State under the Bond Act,

revenue bonds issued by the State under
the Central Valley Project Act after

May 1, 1969,

bonds issued by the State under any other
authority granted'by the Legislature or
the voters; :

bonds 1lssued by any agency, district, political
subdivision, public corporatlon, or non-
érofit corporation of this State,

funds advanced by any contractor without

the actual incurring of bonded debt therelor,

bfor which the net interest cost and terms

shall be those which would have resulted if
the contractor had sold bonds for the pur-
pose of fundihg the advance, as determined

by the State, and

funds borrowed from the General Fund or other
funds in the Treasury of the State of
California, for which the total interest

cost shall be computed at ?he interést,rate

earned over the pericd of such borrowing
“5*
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. by moneys in the ?ooled Money Investment

Account of such Treasury invested in

securities,
to the extent the proceeds of any such bonds, advances or loans are
for construction of the State Water Facilitiés defined in Sectlon
12934(d) of the Water Code, the additional project conservation
facilities, and the supplemental conservation facilities {except
advances for delivéry structﬁres, measuring devicesvand excess
capacity) and without regard to any premiums received on the sale of
bonds under item (1) above. The "project interest rate" shall be
cOmputed as a decimal fraction to five places.

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

to read askfollows:

(f) Adjustments Due to Supplemental Financing Costs

i (1) 1If a contractor, with approval of the State,
advances funds to the State to assist the State in financing con-
-struction of project facilities (not including delivery structures,
measuring devices and excess capacity), such advance shall be
amortized by means of annual éredits to the contractor having made
such advance of funds to the State, with such credits being equal to
the actual bona service obligations payable by such contractor by
regson of such advance or, if no bonded debt was incurred, then such
credits shall be sufficient to cover the repayment of principal and
interest costs which would have resulted if the contractor had sold
bonds for the purpose of funding the advance as determined by the
Staﬁe. |

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

-6-
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. 'construction»of specific project faciiities, any additional costs
incurred because of such finencing will nbt be charged to the

contractors, exéept for adjustmehts to the "project interest rate?.

Approved as to legal form and STATE OF CALIFORNTIA
~.sufficlency: : THE RESOURCES AGELHNCY
* DEPARTMENT OF WATER RESOURCES

-7 o . . :
{ virrie— by_ W8 el

Chief Counser Director
Department of Water Resources

P. 0. Box 388

Sacramento, Californila

Attest: SAN LUIS OBISPO COUNTY FLOOD

A CONTROL AND VATER COKSERVA-

TION DISTRICT
County Clerk and X Oificlo

Clerk of the Board of By zg latlon g Z ’é

Supervisors , , Chairman oi tne Board of
Supervisors

#

Approved as to form and legality:

’'s’ Stephen N. Cool
District Attorney 12=22-69
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STATE OF CALIFORNIA }Qﬁ': - RN

THE RESOURCES AGENCY
DEPARTMENT OF WATER RESCURCES

AMENDMENT NO, 4 T0 WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA

SAN LUIS 0BISPG FLOGD CowiHor “AND WA

PRVACS
et e s B A

THIS CONTRACT, made this 31st day of pecember = + 1970,‘
pursuant to the provisions of the California Water Resourcéa -
Development Bond Act, the State Central Valley Project Act, and
other applicable laws of the State of California, between the State
of California, acting by and through its Department of Water
Resources, herein referred to as the "State", ang San Luis Obispo
Flood Control and Water Conservation District,
herein referred to as the "Agency";

WITNESSETH, That ,

WHEREAS, the State and the Agency have entered into and
subsequently amended a water supply contract providing that the
State wlll supply certain guantities of water to the Agency, and
providing that the Agency shall make certain payments to the State,
and setting forth the terms and conditlions of such supply and auch
payment; and

WHEREAS, Article 22(b) of such water supply contract, as
amended, provides that for each year through the year 1969 the
Delta Water Charge shall be the prbduct‘cf $3.50 and the Agency's
annual entitlement for the respective year, that for the year 1970
the Delta Water Charge shall be the product of $6.65 and the Agency%
annual entitlement for that year, and that beginning in the year
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1971 the Delta Water Charge shall be the sum of the capital cost
~com.ponent, minimum operation, maintenance, power and replacement
component, and variable operation, malntenance, power and replace=-
ment component computed in accordance with Articles 22(c) and (d)
of the water supply contract; and

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

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

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

1. Subdivision (b) of Article 22 is amended to read as
follows:
| For each contractor recelving project water in any year
through December 31, 1969, the Delta Water Charge shall be the
product of $3.50 and the contractor's annual entitlement to project
water for the respective year. For each contractor receiving

project water in the year 1970, the Delta Water Charge shall be the
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water for that year.

;product of $6.65 ahd the contractor's annual entitlement to projé@t

The $5.65 rate for the year 1970 shall consist

of a capital cost component of $5.04 and a minimum operation,

maintenance, power and replacement component oi $1.61.,

For each

contractor receiving project water in the year 1971, the Delta

Water Charge shall be the product of $7.24 and the contractor's

annual entitlement to project water for that year.

The $7.24 rate

for the year 1971 shall consist ol a capital cost component of

$5.44 and a minimum operation, maintenance, power and‘replacemenﬁ

component of $1.80.

After December 31, 1971, the Delta Water

Charge shall consist and be the sum of the following components

as these are computed in accordance with subdivisions (c) and (d}

of this article:

a capital cost component; a minimum%operation,

maintenance, power and reglacement component; and a variable

operation, maintenance, power and replacement component

Approved as to legal form and
sufficiency:

Chief Counsel

Department of Water Resources
P. 0. Box 388

Sacramento, California

Attes

t-.m Board ‘af |
Supervibors

Approved as to form and lagazityéw

STATE OF CALIFORNIA
THE RESOURCES AGENCY '
DEPARTMENT OF WATER RESOURCES

Sirector.

SAN LUIS OBISPO COUNTY FLOOD:
CONTROL AND WATER @ﬁﬁ&lﬂ?l»
TION DISTRICT




STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT RO, 5 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
SAN LUIS OBISPO FLOOD CONTROL AND WATER CONSERVATION DISTRICT

THIS CONTRACT, made this 6 day of December, 1971,
pursuant to the provisions of the California Water Resources
Devvelopment Bond Act, the State Central Valley Project Act, and
other applicable laws of the State of California, between the
State of California, acting by and through its Départment of
Water Resources, herein referred to as the "State", and San Luis
Obispo Flood Control and Water Conservation District, herein
referred to as the "Agency";

WITNESSETH, That:

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

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

1970 the Delta Water Charge shall be the product of $6.65 and the




@) 9

Agency's annual entitlement for that year, that for the year
1971 the Delta Water Charge shall be the product of $7.24 and
the Agency's annual entitlement for that year, and'that
beginning in the year 1972 the Delta Water Charge shall be the
sum of the capital cost component, minimum operation, mainte-
nance, power and replacement component, and variable operation,
maintenance, power and replacement component computed in
accordance with Articles22(c) and (d) of the water supply
contract; and

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

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

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

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

Prior to the time that additional project conservation

facilities or supplemental conservation facilitlies are constructed,
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the Delta Water Charge shall be determined on the basis of an
allocation to project purposes, by the separable cost-remaining
benefits method, of all actual and projected costs of all those
initial project conservation facilities located in and above
the Delta, and upon an allocation to the purposes of water
conservation and water transportation, by the proportionate use
of facilities method, of all actual and projectéd cogts of the
following project facilities located below the Delta: The
aqueduct intake facilities at the Delta, Pumping Plant I (Delta
Pumping Plant), the aqueduct from the Delta to San Luils Forebay
(0O'Neill Forebay), San Luis Forebay (0'Neill Forebay), and
San Luis Reservoir: Provided, That all of the actual and
projected costs properly chargeable to the generation and trans-
mission of electrical energy in connection with operation of
project conservation facllities shall be allocated to the purpose
of water conservation in, above, and below the Delta: Provided
further, That allocations to purposes the cost of which are to be
paid by the United States shall be as determined by the United
States.

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

the Delta Water Charge shall be determined on the basis of the

_3_.




foregoing allocations and upon an allocation to project purposes,
by the separable costs-remainling benefits method and subject to
the foregoing provisos, of all projected costs of such feature

of the additional project conservation facilitles: Provided,
That if the agreement with such federal agency allows repayment
‘of costs of a portion of a facility to be deferred, the associ-
ated costs of such portion shall be excluded from the Delta Water
Charge computatibns until repayment of such deferred costs or

interest thereon 1s commenced by the State: Provided further,

That all costs of additional project conservation facilitiles
incurred prior to the award of a major construction contract,
shall be included in the Delta Water Charge computations in the
year in which they are incurred.
2. Subdivision (g) of Article 22 is amended to read

as follows:

| Upon the construction of the Supplemental conservation
facilities, the Delta Water Charge shall be paid by all con-
tractors for suppiemental water, as well as by contractors for
project water, and, together with revenues derived from the
sale or other disposal of electrical energy generated in
connection with operation of project conservation facilities and
supplemental conservation facilities, shall return to the State,
in addition to those costs of the project congservation facilities
allocated té the purpose of water conservation, in, above, and
below the Delta pursuant to subdivision (e) of this article,
all costs of such supplemental conservation facilities, including

capital, operation, maintenance, power, and replacement costs

-
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which are allocated to the purpose of water conservation, in,
above, and below the Delta pursuant hereto. Commencing in

the year in which the State first awards a major construction
contract for construction of a major feature of any supple-
mental conservation facilities, or first commences payments
under a contract with a federal agency in the eVent a major
feature of supplemental conservation facilities is constructed
by such federal agency under an agreement requiring the State

to pay all or part of the costs of such construction, the Delta
Water Charge shall be determined on the basis of the allocations
made pursuant to subdivision (e) of this article, and upon an
allocation to project purposes, by the separable costs-remaining
benefits method and subject to provisos corresponding to those
contained in said subdivision (e), of all projected costs of
such feature of the supplemental conservation facilities.
Commencling in the same year, the computation of the rates to

be used in determining the components of the Delta Water Charge
shall include the annual entitlements to water under all contracts
for supplemental water. If the rep&yment period of any bonds
sold to construct supplemental conservation facilities or the
repayment period under any agreement with a federal agency for
repayment of the costs of supplemental conservation facilitiles
constructed by such federal agency extends beyond the repayment
period of the contract, the Delta Water Charge shall be determined
and redetermined on the basis of such extended repayment period
as the State determihes to be appropriate: Provided, That if

the agreement with such federal agency allows repayment of costs
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of a portion of a facility to be deferred, the associated costs

of such portion shall be excluded from the Delta Water Charge

computations until repayment of such deferred costs or interest

thereon is commenced by the State.

IN WITNESS WHEREOF, the parties hereto have executed

this contract on the date first above written.

Approved as to legal form
and sufficiency:

By

- Counsel ,
Department of Water Resources

Attest:

.

Faunty Clark and bx-officio Clork, Boord of Supetvisors
ot e ban Lus Sbispe Cowdy Flood Conliob and  Watetr

(Title ){;;nm;v:xvion {statrict, State of Californiy

Approved as to form
and execution:

ROBERT N, TAIT, District Attorney

BY(TZ%;ZALcApf./feﬁy /ﬁéi4f§7

fgig)nistric;/ﬁt§orne§U'

TE (e

STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

By /&
Director

SAN LUIS OBISPO FLOOD CONTROL AND
WATER GONSERVATION /DISTRICT

1077

20 g B

of /the Board of
}?ﬁﬁéﬁﬁf Suéirvisors
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STATE OF CALIFORNIA

THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

7/,
AMENDMENT NO., 6 TO WATER SUPPLY CONTRACT ' //
BEIWEEN THE STATE OF CALIFORNIA : ’
DEPARTMENT OF WATER RESOURCES AND
SAN LUIS OBISPO COUNTY FLOOD CONTROL
AND WATER CONSERVATION DISTRICT

' . THIS CONTRACT, made as of the 15th day of October;
1972, pursuant to the provisions of the California Water Resources
Development Bond Act, the State Central Valley Project Act, and
other applicable 1awsfof the State of California, between the
State ef California,‘acting by and through its Department of
Water Resources, herein referred to as the "State“, and San Luis

Obispo County Flood Control and Water Conservation District,

herein referred to as the "Agency";

WITNESSETH, That:

WHEREAS, the State and the Agency have entered into and
subsequently amended a water supply contract, dated February 26,
1963 (herein referred f@ as the "Amended Contract") providing

that ﬁhe State shall supply certain quantities of water to the

- State, and setting forth the terms and conditions of such supply

and such payment; and o
WHEREAS, the Amended Contract provides for a surcharge
equivalent to the power credit per acre -foot of water to be
charged to water users, other than the United States or the State
of California; for each acre-foot of project water determined to
have been put to agricultural or manufacturing uses on excess

land, for collection by the Agency either itself or through a




 'fetai1\agenéy or another agency, for payment to the State of
such sgurcharge, end for the allowance, on specified terms and
conditions, of the amount of such surcharge as a credit to/the
_ Agency; and | X |

WHEREAS, the Amended Contract estaﬁlishes the power
credit'per acre~-foot of water as two dollare until all of the
faeilities for generation of electrical energy in connection
with operation of initial project conservation facilities are
-installed and in operation, and provides for a redetermination
of such credit thereafter to reflect accurately increases or
decreases from year to year in the power credit; and

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

WHEREAS, estimates indicate that the power credit will
be relatively negligible in amount and that administrative costs
assocliated with the power creait, surcharge and surcharge credi‘
provisions will be excessivelykburdensome to the State, the
Agency and its water users; and

WHEREAS, the power credit, surcharge and surcharge
credit provisions rest on uncleer, confused or mistakeﬁ premises
and should no longer dbe retained |

NOW THEREFORE, it is mutually agreed as followa*

‘There are hereby deleted from the Amended Contract the

following:
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1. Article 30 entitled "Surcharge for Project Water

Used on Excess Land".

2. The next-to-the-last sentence of the fifth paragraph

‘of subdivision (a) of Article 46, entitled "Surplus Watei", which

sentence reads as follows:
"A surcharge shall be added to the rate for surplus
- water furnished to excess land in an amount and under
the conditions specified in Article 30 of this contract".
3. Subdivision (b) of "Article 46 entitled "Surcharge
Credit". B

IN WITNESS WHEREOF, the parties hereto have executed

this contract amendment on the date first above written.

Approved as to legal form STATE OF CALIFORNIA

and sufficiency: DEPARTIMENT OF WATER RESOURCES

- I . | ‘ 4
"By oo TNV gy ﬁ%VZQéLuﬁzé%i‘

fef Counsel Director
Department of Water Resources ‘

SAN LUIS OBISPC COUNTY FLOOD
CONTROL AND WATER CONSERVATION

Attest: . - DISTRICT

zws7é£;;ﬁf ;%?ﬁxneéé;;/“ | By, ?94w~;uix &anz&g4§ag4v |

4 mman Hoard of Supesrviiars, Couney

itl Coumy Clork and Bx-officio Clesk, Board of Supstvicars (T i ‘tl Har 1ats Obigon, State of C.ﬂfornh
(T e) ¢ e San Luis Obispo County Flood Control and Wate
sgevation” Districh, State of Californis

“hairman of the Reard of Supervisors

*:¢ San Luis Obispo County Flood Control ahd Water
<onservation District, State of Calzfcrnla

APPROVED AS TO FOTM
AND LEGAL EFFECT.

. —
Cr . LS ,19.2.2.....
ROL)L_. \i f‘ Tlé\'T
. . District {,A;CT':'.:;.'
uis Ofspo Co ot
bz
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STATE OF CALIFORNTIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 7 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
SAN LUIS OBISPO COUNTY FLOOD CONTROL
AND WATER CONSERVATION DISTRICT

THIS CONTRACT, made this ,,Z;?/Jgay of Pyancdo, 1975,
pursuant to the provisions of the California Water Resources
Development Bond Act, the State Central Valley Project Act, and
other applicable laws of the State of California, between the
State of California, acting by and through»its Department of
Water Resources, herein referred to as the "State", and
San Luis Obispo County Flood Control and Water Conservation
District, herein referred to as the "Agency";

WITNESSETH, That:

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

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

of the State, annual entitlements, estimated deliveries, project



interest rate, and all other factors which are determinative
of such charges; and

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

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

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

WHEREAS, bookkeeping will be simplified if the amorti-

zation of the payments of the amounts of such differences 1s
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reflected solely in the capital cost component of the Trans-
porﬁation Charge; and

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

NOW THEREFORE, it is mutually agreed that effective
January 1, 1973, Article 28 of the Agency's Water Supply Contract
‘with the State is amended to read as follows:

28. Transportation Charge - Redetermination

(a) Determinative Factors Subject to Retro-
active Change

The State shall redetermine the values and
amounts set forth in Tables B, C, D, E, F, and G of this contract
in the year following the year in which the State commences con-
struction of the project transportation facilities and each year
thereafter in order that the Transportation Charge to the Agency
and the components thereof may'accurately reflect the lncreases
or decreases from year to year in projected costs, outstanding
reimbursable indebtedness of the State incurred to construct the
project transportation facilities described in Table I of this
contract, annual entitlements, estimated deliveries, project
interest rate, and all other factors which are determinative of
such charges. In addition, each such redetermination shall
include an adjustment of the components of the Transportation
Charge to be pald by the Agency for succeeding years which sha11>
account for the differences, if any, between those factors used
by the State in determining the amounts of such components for

‘all preceding years and the factors as then currently known by
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the State. Such adjustment shall be computed by the State
and paid by the Agency or credited to the Agency's account in
the manner described in (b) and (c) below.

(p) Adjustment: Transportation Charge-Capital
Cost Component

| Adjustments for prior underpayments or
overpayments of the capital cost component of the Transportation
Charge to the Agency, together with accrued interest charges
or credits thereon computed at the then current project interest
rate on the amount of the underpéyment or overpayment and com-
pounded annually for the number of years from the year the
underpayment or overpayment occurred to and including the year
following the redetermination, shall be pald in the year follow-
ing the redetermination: Provided, That the Agency may elect
to exercise the option whereby when the redetermined Transporta-
tion Charge for ﬁhe following year, with adjustments, including
adJustments of the operation, maintenance, power, and replace-
ment cbmponents provided for in subdivision (c) of this article,
i1s more or less than the last estimate of the Charge provided
pursuant to Article 27 for the corresponding year, without
adjustments, an amount equal to the total of such difference
shall be deducted from or added to the adjusted capital cost
component for that year and paild or credited in accordance with

the following schedule:

Percent that Transportation Period, in years, for
Charge differs from last amortizing the difference
estimate (+ or ~) in indicated charge

for 10% or less no amortization

more than 10%, but not more than 20%
more than 20%, but not more than 30%

more than 30%, but not more than 40%
more than 4O%.

U1
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Such payments or credits shall be in equal semi-annual amounts
of principal and interest on or before the 1st day of January
and the 1lst day of July, with interest computed at the project
interest rate and compounded annually, during varying amortiza-
tion periods as set forth in the preceding schedule: Provided,
That for the purpose of determining the above differences in

the Transportation Charge, the variable operation, maintenance,

power, and replacement component shall be computed on the basis
of the same estimated project water deliveries as was assumed in
computing pursuant to Article 26(c).

(¢) Adjustment: Transportation Charge-Minimum
and Variable Components

One-twelfth of the adjustments for prior
underpayments or overpayments of the Agency's minimum and
variable operation, power, and replacement compdnents for each
year shall be added or credlted to the correspdnding components
to be paild in’the corresponding month of the year following the
redetermination, together with accrued interest charges or
credits thereon computed at the then current project interest
rate on‘the amount of the underpayment or overpayment and
compounded annually for the number of years from the year the
underpayment or overpayment occurred to and including the year
following the redetermination.

(d) Exercise of Option

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

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

e
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the Transportation Charge for the year in which the option is
to become effective.

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

IN WITNESS WHEREOF, the parties hereto have executed

this contract on the date first above written.

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

By 6( OWBVWW'
CRief Counsel rector

Department of Water Resourcés

SAN LUIS OBISPO COUNTY FLOOD
CONTROL AND WATER CONSERVATION

Attest: DISTRICT
County Clevk and Ex-officio Glek, Buatd of Supervisors »enan of the Board of Supervisors )
of the San Luis Obispo County Flood Control and Water e San Luis Obispo County Flood Confrol and Water

Sonservation District, State of California Cassuswation Districl, State of California

APPROVED AS TO FORM
AND LEGAL EFFECT.
..... Ll o 1923
ROBERT N. TAIT
District Attornoy

is Obifpo County

S

Depwty District Attorens

o
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STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO, 8 TO WATER SUPPLY CONTRACT S
BETWEEN THE STATE OF CALIFORNIA -~ ./,
DEPARTMENT OF WATER RESOURCES AND foo

SAN LUIS OBISPO COUNTY FLOOD CONTROL | o
AND WATER CONSERVATION DISTRICT 7 o/

THIS CONTRACT, made as of the Oth day of January, E
19755 pursuant to the provisions of theVCalifornia Water Resources
Development Bond Act, the State Central Valley Project Act, and
other applicable laws of the State of California, between the
State of Califérnia, acting by and through its Department of Water
Resources, herein‘referred to as the "“State", and San Luis Obispo
County Flood chtfol and Water Conservation District, herein
referred to as thb”“Agency”;

WITNESSETH, That:

WHEREAS, the State and the Agency entered into a
contract whereby the State will deliver and the Agency will pur-
chase a supply of water to be made available from‘project facili-
ties constructed by the State; and

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

WHEREAS, Article 21 of such contract also provides for
the sale by the State of a supply of surplus water when available;

and
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WHEREAS, the State and the Agency desire to amend the
provisions of such contract related to the sale ahd purchase of
surplus water;

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

1. Subdivision (a) of Article 46 of the Agency's water
supply contract_is;deleted. |

2. Article 21 of the Agency's water supbly contract is

amended to read as follows:
21, Sale of Surplus Water.
(a) Definitions. When used in this article:

(1) "Noncontractor" shall mean a person or
entity that is ﬁOt a contractor as that term is defined in Article
1 of this contract.’ ’

| (2) "Surplus water" shall méan water which can
be furnished tolgoptractors and noncontractois,su?ﬂect to the
provisions of‘Artiéie 14(a) of this contract, without interfering
with: n

| (1) The delivery of annual entitlements
of all contractofs,as specified in Table A and the ﬁeeting of the
quality eriteria of Article 19 of their respectivenwater Supply
contracts including any modifications of Table A pursuant to
Articles 7(&),,12(d), 14(v), 18(v), or 18(c) of thé water supply
contracts or to ghy other provisions in such contracts which permit
changes in the delivery of annual entitlements;

| (11) The furnishing of water required for

use in construction of the System or in exchange‘for local water

used in construction of the System;

2=
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(111) oOperational requirements regarding
recreation and fish and wildlife uses; |

(iv) Generation of power by the System
or furnishing of project water required by power contracts;

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

(vi) Losses of water due to evaporation,
leakage, seepage, or other causes to meet the requiremenﬁs of
paragraphs (1) through (v) of this subdivision,

(3) "Ground water replenishment use" shall
mean the use of projJect water exclusively for rechérge of ground
water basing by direct application to spreading basins, streambeds,
or through other meéns of direct artificial recharge.

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

(5) ‘"Contractors in the Southern California
Service Area" shall mean contractors for which water 1s delivered
from the California Aqueduct downstream from the South Portal of

the Carley V. Porter Tunnel.
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| (6) "Contractors in the Central Coastal Service
Area" shall mean contractors for which water is delivered from the
Coastal Branch, California Aqueduct, downstream from the site for
Devil's Den Pumping Plant,

~ (7) "Deferred entitlement” shall mean those
portions of annual entitlements to project water deferred in
accordance with Article 7(e) of the contract with Alameda County
Flood Control and Water Conservation District, Zone 7, Article 7(e)

of the contract with Alameda County Water District, Article 7(e)
of the contract with Santa Clara Valley Water District, Article
k5(f) of the contract with Empire West Side Irrigation District,
Article 45(e) of the contract with Hacienda Water District,
Article 45(f) of the contract with County of Kings, Article 45(e)
of the contract with Oak Flat Water Distriet, and Article 45(e) of
the contract with Tulare Lake Basin Water Storage District.

(v) Priorities. The State shall furnish surplus

water in accordance with the following priorities:

(1) Pirst, to contractors for agricultural use
or for ground water replenishment use.

(2) Second, to contractors for other uses.

(3) Third, to noncontractors for any beneficial
use,
These priority groups shall be referred to as first priority,
second priority, and thir priority respectively.

(¢) Reductions in Requested Deliveries. If requests

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

deliveries shall be made:
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(1) First, the quantity of surplus water to be
delivered to noncontractors shall be limited to the quantity avail-
able in excess of the requests under the first priority and the
second priority.. |

(2) Second, if there is not sufficient surplus
water in excess of the requests under the first priority to meet
the requests of contractors under the second priority, the quantity
of water to be delivered under the second priority shall be limited
to the quantity avallable in excess of the requeSts under the first
priority and that quantity shall be apportioned in proportion to
the amounts of thefcontraétors’ current annual entitlements that
are to be used for purposes other than agricultural and ground
water replenishment uses as determined by the State. If any con-
tractor decides not to use the surplus water available to it under
this provision, such surplus water shall be offered on a similar
basis to other contractors for such uses.

(3) If there is not sufficient surplus water
to meet the requests of contractors under the first priority, the
quantity‘of water to be delivered under that pribrity shall be
limited to the quantity available, and such quantity shall be
apportioned to areas upstream and downstream from Dos Amigos Pumping
Plant in proportion to the contractors' current annual entitlements
that are to be uséd in such areas for agricultural and ground water
replenishment purposes as determined by the State. The quantity of
such water available upstream from Dos Amigos Pumping Plant shall
be apportioned to contractors upstream from Dos Amigos Pumping Plant
in proportion td the amounts of the contractors! current annual

entitlements that are to be used for agricultural and ground water

-5-
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- replenishment purposes as determined by the State. If any such

contractor decides not to use the surplus water available to it,
such surplus water shall first be offered on a simiiar basis to
other contractofs upstream from Dos Amigos Pumping Plgnt and
second offered to contractors downstream from Dos Amigos Pumping
Plant. The quantity'of surplus water available at Dos Amigos
Pumping Plant for delivery to contractors downstream from that
plant shall be apportioned 69 percent to the San Joaquin Service
Area; 29 percent to the Southern California Serviée Area, and
2 percent to the Central Coastal Service Area. Within each such
service area, surplus water shall be apportioned to contractors in
proportion te the amounts of the contractors' current annual
entitlements that are to be used for agricultural and ground water
repienishment purposes as determined by the State3 If any such
contractor decides not to use the surplus water available to it,
such surplus water, on a similar basis, shall first be offered to
other contractors in such service area and second offered to con-
tractors in the other such service areas.

| (d) Schedules. On or before October 1 of each year,
concurrently with the schedule submitted pursuant to the provisions
of Article 12, the contractor shall submit in writing to the State
a preliminary water delivery schedule, 1ndicating the desired
amounts of surplus water for each month of the subsequent six-year
period beginning Jenuary 1 of the next succeeding year. The last
five years of this preliminary surplus water delivery schedule
shall be used by the State for planning and operations studies. If
a contractor commits itself in writing at the time it submits its

October 1 schedule to guarantee payment of the cost of power required

-6~
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 in the Jjudgment of the State to furnish surplus water to it, the
contractor shalivhave a priof right to have such pbwer utilized
for furnishing surplus water otherwise available to it pursuant
to this article at a cost no higher than that which the State is
obligated to pay at the time it orders such power, but it shall
have no greater right or priority to recelve surpius water., A
contractor's commitment may be fbr any part of the six-year period
of its schedule, and the contractor will become bound by such
commitment and become entitled to the prior right provided for in
the preceding sentence only when the State, after consultation
with the contraétor,‘notifies the contractor in writing that it has
ordered power based on the contractor's commitment.

(e) BRates.

(1) Surplus water (except further surplus
water as described in subdivision (e)(l4#) of this article) shall be
'furnished to a contractor for agricultural use and for ground water
replenishment use at rates which will return to the State all power
costs as defined in subdivision (f) of this article and all incre-
mental operation, maintenance, and replacement costs, and any other
incremental costs, incurred in the conservation and transportation
of such surplus water as determined by the State, which rates shall
include an administrative charge to be determined by the State for
each acre-foot of surplus water scheduled for delivéry during the
year, The amount of such administrative charge shall be credited
to general operating costs of the System prior to the allocation
of such costs. TIncremental costs shall mean those costs which would
not bé incurred if surplus water were not scheduled for or delivered

to the contractor.
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(2) Surplus water furnished to a contractor
for purposes other than agricultural use or ground water replenish-
ment use shall be sold ét rates determined on the same hasls as
those charged for surplus water for agricu&twralAuge and for ground
water replenishment use plus an amount equal to @néwhalfyef the
current Delts water rate.' |

| (3) Surplus water furnished to & noncontractor
sh&ll be‘at rates, as determined’by the State, which will return to
the State not less than the charges specified for & contractor for
surplus water for agricultural use and for ground water replenish-
‘ment use plus an amount equal to the current Delta water rate plus
an appropriate share of the capital and the minimum operation,
maintenance, power and replacement costs of the transport&tién facili-~
ties of the System Qtilized in conveying such surplué water to the
noncontractor,

(4) To the extent that the combined volume of
entitlement water and surplus water furnished to a contractor in
any year for agricultural use and for ground water replenishment use
exceeds 150 percent of such contractor's maximum snnual entitlement,
such further surplus water shall be scld to the contractor at a
rate equal to the rate for surplus water sold for agricultural use
and for grcund water replenishment use specified in subdivision (e)
(1) of this article plus an amount equal to one-quarter of the
current Delte water rate.

For years prior to 1990, notwithstanding
the provisions of the preceding sentence, &an amount up to 3,000

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

the charges provided for in subdivisions (e)(l) and (2) of this
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"article‘tcAany contractor which, under Table A of its contract,
is scheduled to receive its maximum annual entitlement prior to
1978 and every year thereafter.

‘(5) Any revenues in excess of operation,
maintenance, pouef and replacement costs and the administrative
charge derived from sales of surplus water shall be credited as
follows: The Delta water rate or portion thereof paid in accordance
with subdivisions (e)(2), (e)(3), or (e)(4) of this article shall be
cfedited to the cost of project conservation facllities, and the
balance of such excess revenues, if any, shall be apportioned and
credited, ag appropriate, to the capital and to the minimum opera-
tion, maintenance, power and replacement costs of reaches of the
transportation facilities of the System utilized for conveying
such water to the purchasers.

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

(f) Power Costs. Power costs for pumping surplus

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

water:

(1) The cost of power purchased for
pumping entitlement water,

(11) The value of project recovery plant
generation scheduled for pumping entitlement water, and

-9~
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(111) The value of project recovery plant
generation not écheduled for pumping entitlement water; and
‘ (2) Power purchased specifically for pumping
surplus water ihcluding power ordered pursuant to subdivision (d)
of this article.
| The cost and value of power in (1)(1i) and
(11) of this subdivision shall be credited to the pumping plant
power cost attributable to annual entitlement water; the value of
power in (1)(1i1) that is generated by entitlement water shall
be added to the net value of power attributable to such entitlement
water; and the valde of power in (1)(1ii) that is generated by
surplus water shall be credited to the costs incurred in pumping
such surplus water.

The State shall determine the cost of
power for pumping surplus water so that sufficient revenue will be
available to the'State to cover both the cost of purchased power
and the value of fecovery plant generation.

(g) Restrictions on Deliveries.

(1) 1In providing for the delivery of surplus
water pursuant to this article, the State shall refuse to deliver

such surplus water to any contractor or noncontractor to the extent

that the State determines that such delivery would tend to encourage

the development of an economy within the area served by such con-

tractor or noncontractor which would be dependent upon the sustained

delivery of surplus water.
| (2) Surplus water shall not be scheduled to a
contractor in a year unless an amount of project water equal to its

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

-10-
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‘contract (disregarding any amendments reducing such Taeble A
executed after July 1, 1974) is first scheduled and unless all of
its deferred entitlements are first scheduled: Provided, That

at the request of.the contractor surplus water may be scheduled in
lieu of deferred entitlements and the right to receive such
deferred entitlements shall be reduced accordingly. If at the

end of any year delivery of scheduled surplus water has prevented

any annual entitlement or deferred entitlement from being delivered

during that year, then for the purpose of charging for water
delivered, deliveries during the year shall be considered first as
annualyentitlement water to thé extent of the annual entitlement,
and the balance as deferred entitlement or Surplus water in accor-
dance with the optién of the contractor previously exercised
pursuant to the first sentencg of this subdivision.

| " (3) Before a contractor can récgive surplus
water under its contract in an amount greater than its annual
entitlement for the year as shown in its Table A, it shall first
increase its annual entitlement for such yesr to an amount equivalent
to the surplus water scheduledi but it shall not be required to
increase its annugl entitlement to an amount 1n}ex¢ess of 75 percent
of its maximum annual entitlement,

(%) The State shall not sell surplus water

to a contractor or noncontractor for use directly or indirectly
within the boundarieg of any other contractor without the written
consent of such other contractor, nor shall the State authorize any
contractor to supply surplus water for ﬁse cutside such contractor's
boundaries and within the boundaries of any other contractor without

the written consent of such other contractor: Provided, That where

-11-
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a‘contraétor's boundaries include an area within the boundaries
‘of another contractor, 6n1y the iritten consent of the contractor
that serves the overlapping area with water under its annual
entitlements need be obtailned.

(h) Water from Nontributary Source. The provisions

of this subdivision shall be applicable only to a contractor to
which the delivery of project water for municipal use as of 1990 is
estimated by the State to be in excess of 50 percent of such con-
tractor's maximum annual entitlement. For the purpose of fixing
such contractor's right to delivery of surplus water, water from a
watershed not tributary to the contractor's area which is delivered
within the contractor's boundaries for agricultural or ground water
replenishment use shall be deemed to be part of the contractor's
annual entitlement delivered for such use in computing the quantity
of surplus water to which the contractoi is entitled under this
article: Provided, That the contractor shall not be deemed to have
used more than its annual entitlement, as set forth in Table A,

for such use. Surplus water shall be deemed to be used by the con-
tractor for agricultural or ground water replenishment use if an
equal quantity of water imported from a watershed not tributary to
the contractor's area i1s delivered within the contractor's boundaries
for such use,

(1) Determination of Use, For the purpose of com-

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

use and for other uses by each contractor 1ﬁ each year: Provided,

That each contractor shall furnish certified copies of such records

~12-
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and data concerning the use of water within its boundaries as the
State may request.

(3) Contracts,

| (1) To obtain a supply of surplus water, any
contractor or noncontractor shall execute a further contract with
the State which shall be in conformity with this afticle and will
include at leaStythe following: Further provisions concerning the
scheduling of surplus water and provisions ag to times and methods
of payment.
(2) The State shall not contract to sell surplus
water to noncontractors for periods in excess of five years.
IN WITNESS WHEREOF, the parties hereto have executed

this contract amendment as of the date first above written.

Approved as to legal form STATE OF CALIFORNIA

and BufficienCy“ DEPARTMENT OF WATER RESOURCES

Vﬁmnnsel
Department of Water Resources

SAN LUIS OBISPO COUNTY FLOOD CONTROL
AND WATER CONSERVATION DISTRICT

APPROVED AS TO Fui

AND LEGAL Ez;ﬂ—ic; y vy Hones Wil

'C‘ia frinan of the Board of Supervisors

R A BERT" N TA! t 1z San Luds Obispo County Rlood Control nd Water

Conservaiton Diztrict, State of Callfornia
District Attorne

5

BY} Deputy Dlstrlct Attomey

-13-




L e L Vault Copy

—d -, . It
P O N

THE- RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 9 TO WATER SUPPLY CONTRACT e
BETWEEN THE STATE OF CALIFORNIA ~
DEPARTMENT OF WATER RESOURCES AND

SAN LUIS OBISPO COUNTY FLOOD CONTROL AND
WATER CONSERVATION DISTRICT

THIS CONTRACT, made this J5ya day of &M@%{_‘_, 1980,

pursuant to the provisions of the California Water Resources
Development Bond Act, the State Central Valley Project Act, and
~other applicable‘laws of the State of California, between the.
State of California, acting by and through its Department of Water
Resources, herein referred to as the "State", and San Luis Obispo
.County Flood Control and Water Conservation District, herein'
referred to as the "Agency";

WHEREAS, the State and the Agency have entered into and
subsequently amended a water suppiy contract prdvidinthhat the
State will supply certain quantities of water to the Agency, and
providing that the Agency shall make certain payments to the
State, and setting forth the terms and’coﬂaitions of such supply
and such payment; and

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

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

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

Supply Contract with the State is amended to read as follows:
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(t) Project Repayment Period

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

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

{(2) Term of Contract

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

1. The project repayment period

2. 75 years

3. The period ending with the latést maturity date of
any bond issue used to finance the construction’costs of project

facilities.
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IN WITNESS WHEREOF, the parties hereto have executed

this contract amendment on the date first above written.

Approved as to legal form
and sufficiency:

p———————

by ~. [W

Chif Counsel
Department of Water Resources

APPROVED AS TO FORM
Q#D GA EFFECT)

JAMESB UNDHOUWJR

COUN
SA UNW
BY o

CEPUTYCQHNTYCOUNSEL

STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

oz £ 100

Director

SAN LUIS OBISPO COUNTY FLOOD
CONTROL AND WATER
CONSERVATION DISTRICT

Chairman gf the Board of Supervisers
of the San Luis Obispo County Flood Control and ‘Wat
Title Conservation District, State of California
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STATE OF CALIFORNIA . S
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 10 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND THE
SAN LUIS OBISPO COUNTY FLOOD CONTROL AND
WATER CONSERVATION DISTRICT

A
THIS CONTRACT, made this /9  day of é;g/ma/w ,

7
198@, pursuant to the provisions of the California Water Resources

Development Bond Act, the State Central Valley Project Act, and
other applicable laws of the State of California, between the
State of California, acting by and through its Department of Water
Resources, herein referred to as the "State", and San Luis Obispo
County Flood Control and Water Conservation District, herein
referred to as the "District";

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

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

NOW, THEREFORE, it is mutually agreed that the fbllowing
changes and additions are hereby made to the District's water

supply contract with the State:
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1. Article 1(e) is amended to reaa:
(e) Project Facilities
"Project facilities" shall mean those facilities of
the system which will, in whole or in part, serve the purposes of
this contract by conserving water and making it available for use
in and above the Delta and for export from the Delta and from such
additional facilities as are defined in Article 1(h)(2) herein,
and by conveying water to the District. Said project facilities
shall consist specifically of "project conservation facilities"
and "project transportation facilities", as hereinafter defined.
2. Article 1(h) is amended to read:
(h) Additional Project Conservation Facilities
"Additional project conservation facilities" shall
mean the following facilities and programs which will serve the
purpose of preventing any reduction in the minimum project yield
as hereinafter defined:
(1) Those project facilities specified in Sec-
tion 12938 of the Water Code;
(2) Those facilities and programs described in
(), (B), (C), (D), and (E) below which, in the State's determina-
tion, are engineeringly feasible and capable of producing project
water which is economically competitive with alternative new water
supply sources, provided that, in the State's determination, the
construction and operation of such facilities and programs will
not interfere with the requested deliveries of annual entitlement
to any contfactor other than the sponsoring contractor, and will
not result in any greater annual charges to any contractor other
than the sponsoring contractor than would have occurred with the

construction at the same time of alternative new water supply
-2-
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sources which are either reservoirs located north of the Delta or
6ff~Aqueduct storage reservoirs located south or west of the Delté
designed to supply water to the California Aqueduct. The follow-
ing facilities and programs shall hereinafter be referred to as
"Local Projects":

(A) On-stream and off-stream surface gtorage
reservoirs not provided for in Section 12938 of the Water Code,
that will produce project water for the System for a period of
time agreed to by the sponsoring contractor;

(B) Ground water storage facilities that will
produce project water for the System for a period of time agreed
to by the sponsoring contractor;

(C) Waste water reclamation facilities that
will produce project water for the System for a period of time
agreed to by the sponsoring contractor; |

(D) Water and facilities for delivering water
purchased by the State for the System for a period of time agreed
to by the sponsoring contractor; provided that the economic test
specified herein shall be applied to the cost of these facilities
together with the cost of the purchased water; and

(E) Future water conservation programs and
facilities that will reduce demands by the sponsoring contractor
for project water from the System for a period of time agreed to
by the sponsoring contractor and wiil thereby have the effect of
increasing project water available in the Delta for distribution.

(3) wWhether a Local Project described in (2) above
shall be considered economically competitive shall be determined
by the State by comparing, in an engineering and economic

analysis, such Local Project with alternative new water supply
_3_
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sources which are either reservoirs located north of the Delta or
off-Aqueduct storage reservoirs located south or west of the Delta
designed to supply water to the California Aqueduct. The analysis
for such alternative new water supply sources shall usé the
average cost per acre-foot of yield in the latest studiés made for
such sources by the State and shall compare those facilities with
the proposed Local Project using commonly accepted engineering
economics. In the case of a Local Project to be funded in part by
the State as part of the System and in part from other sources,
the economic analysis specified herein shall be applied Only to
the portion to be funded by the State as part of the Systen.
(4) The Local Projects in (2) above shall not be
constructed or implemented unless or until:
(A) The sponsoring contractor signs a written
agreement with the State which: |
(i) Contains the sponsoring contractor's
approval of such facility or program. |
(ii)v Specifies the yield and the period
of time during which the water from the‘Local Project shall
constitute project water; and
(iii) Specifies the disposition of such
Local Project or of the yield from such Local Project upon the
expiration of such period of time; and
(B) All contractors within whose boundaries
any poftion of such Local Project is located, and who are not
sponsoring contractors for such Local Project give their written

approval of such Local Project.
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(5) "Sponsoring contractor" as used in this Art-
icle 1(h) shall mean the contractor or contractors who either will
receive the yield from facilities described in 2(a), (B), (C), or
(D) above, or agree to reduce demands for project water from the
System pursuant to 2(E) above.

(6) 1In the event of a shortage in water supply
within the meaning of Article 18(a), the determination of whether
to count, in whole or in part, the yield from facilities described
in 2(A), (B), (C), or (D) above, or the reduced demand from future
conservation programs described in 2(E) above in the allocation of
deficiencies among contractors will be based on a project-by-
project evaluation taking into consideration such factors as any
limitation on the use of the water from such facilities and
whether the sponsoring contractor has access to project water from
the Delta as an alternate to such facilities.

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

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

(A) Hydroelectric generating and transmission
facilities, whose operation is dependent on the transportation of
project water, or on releases to channels downstream of project
facilities defined under (1) above. Such facilities shall be
called "project aqueduct power recovery plants."

(B) All other generating and associated
transmission facilities, except those dependent on water from
project conservation facilities, for the generation of power.
These facilities shall be called "off-aqueduct power facilities”

and shall consist of the State's interest in the Reid-Gardner and

-5-
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any other generating and associated transmission facilities, con-
structed or financed in whole or in part by the State, which are
ecohomically competitive with alternative power supply sources as
determined bytthe State.
| 4‘; Article 1(r) is amended to read:
’(r) Project Iﬁterest Rate ‘ B ‘ |
»;wy,4 S "Project interest rate" shall mean the weighted
| averagetinterest rate of (1) through (6) below computed by
dividing'(i) the total interest‘cost teQuired to be paid or
credited by the State during the life of the indebtedness or
' "' advance by (11) the total of the products of the varlous pr1n01palr
;Qamounts and the respectlve terms in years of all such amounts. - - '

(1) general obllgatlon bonds issued by the State

Miﬁunder the Bond Act,
, {2) revenue bonds issued by~the State under the :
bCentral Valley Project Act after May 1, 1969, g :; o
(3) bonds 1ssued by the State under any other
»Arauthorlty granted by the Legislature ot the voters,

(4) bonds issued by any agency, district, pollt—
ical aubdivision, public corporation, or nonprofit
corporation of this State, | "

| (5) funds advanced by any contractor without the
actual incurriné of bonded debt therefor, for which the net
interest cost and terms shall be those which would have
resulted if the contractor had sold bonds for the purpose of
funding the advance, as determined by the State, and

(6) funds borrowed from the General Fund or other
funds in the Treasury of the State of California, for which

the total interest cost shall be computed at the interest
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rate earned over the period of such borrowing by moneys in

the Pooled Money Investment Acéount of such Treasury invested

in securities,
to the extent the proceeds of any such bonds, advances or loans
are for construction bf the State Water Facilities defined in
Section 12934(d) of the Water Code, the additional project
conservation facilities, and the supplemental conservation
facilities, (except off-aqueduct power facilities and advances for
delivery structures, measuring devices and excess capacity) and
without regard to any premiums received on'the'sal? of bonds under
item (1) above. The "project interest rate" shall be compﬁted as
a decimal fraction to five places.

5. Subdivision (h) is added to Article 22 to read:
(h) The determination of the rate for water under the

Delta Water Charge shall be made by including the appropriate
costs and quantities of water, calculated in accordance with
subdivisions (c¢), (d) and (e) above, for all additional project
conservation facilities as defined in Article 1(h) hereinabove.
In the event a Local Project as defined in Article 1(h)(2) will,
pursuant to written agreement between the State and the sponsoring
contractor, be considered and treated as an additional project
conservation'facility for less than the estimated life of the
facility, the rate under the Delta Watef Charge will be determined
on the basis of that portion of the appropriate cost and water
supply'associated with such facility as the period of time during
which such facility shall be considered as an additional project
conservation facility bears to the estimated life of such facil-

ity. No costs for the construction or implementation of any Local

.
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‘Project are to be‘included in the Delta Water Charge unless and
until the written agreement required by Article 1(h) has been
entered into. |

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

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

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

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

8. Subdivision (4) is added to Article 25 to read:

(d) Notwithstanding the provisions of subdivisions (a)
and (b) of this article, or of Article 1(s), the costs of off-
aqueduct power facilities shall be determined and ailocated as
followé: ,

(1) The off—aqdeduct power costs shall include all
annual costs the State incurs for any fo-aqueduct power facility,
which shall include, but not be iimited to, power purchases, any
annual principal and interest payments on funds borrbwed by or
advanced to the State, annual principal and interest on bonds
issued by the State or other agency,vor under revenue bond
financing contracts, any requirements for coverage, deposits to

reserves, and associated operation and maintenance costs of such

-g-
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faciiity, less any credits, interest earnings, or other monies
received by the State in connection with such facility. In the
event the State finances all or any part of an off-aqueduct power'
facility directly from funds other than bonds or borrowed funds, |
in lieﬁ of such annual principal and interest payments, the repay-
ment of capital costs as to that part financed by such other funds
shall be determined on the basis of the schedule that would have
been required under Article 24.

(2) The annual costs of off-aqueduct power facil~
ities as computed in (1) above shall initially be &llocated among
contractors in amounts which bear the same proportions to the
total amount of such power costs that the total estimated
electrical energy (kilowatt hours) required to pump through proj-
ect transportation facilities the desired delivery amounts of
annual entitlemeﬁts for that year, as submitted pursuant to
Article 12(a)(1) and as may be modified by the State pursuant to
Article 12(a)(2), bears to the total estimated electrical energy
(kilowatt hours) required to pump all such amounts for all
contractors thréugh project transportation facilities for that
year, all as determined by the State. |

(3) An interim adjustment in the allocation of the
power costs calculated in accordance with (2) above,'may be made
in May of each year based on April revisions in approved schedules
of deliveries of annual entitlement for such year. A further
adjustment shall be made in the following year based on actual
deliveries of annual entitlement; provided, however, in the event
no deliveries are made through a pumping plant, the adjustments

shall not be made for that year at that plant.
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(4) To the extent the monies received or to be
received by the State from all contractors for off-aqueduct power
costs in any year are determined by the State to be less than the
amount required to pay the off-aqueduct power costs in such year,
the State may allocate and charge that amount of off-aqueduct
power costs to the District and other contractors in the same
manner as costs under the capital cost component of the
Transportation Charge are allocated and charged. After that
amount has been so allocated, charged and collected, the State
shall provide a reallocation of the amounts allocated pursuant to
this paragraph (4), such reallocation to be based on the
allocations made pursuant to (2) and (3) above for that year, or
in the event no such allocation was made for that year, on the
last previous allocation made pursuant to (2) and (3) above. Any
éuch reallocation shall include appropriate interest at the
project interest rate.

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

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

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

(b) Interest on Overdue Payments

Upon every amount of money required to be paid by
the District to the State pursuant to this contract which remains

unpaid after it becomes due and payable, interest shall accrue at

-10-
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an annual rate equal to that earned by the Pooled Money Investment
Fund, as provided in Government Code Sections 16480, et seq.

- calculated monthly on the amount of such delinguent payment from
and after the due date until it is paid, and the District hereby
agrees to pay such interest: provided, that no interest shall be

charged to or be paid by the District unless such delinquency

continues for more than thirty (30) days.

IN WITNESS WHEREOF, the parties hereto have executed

this contract amendment as of the date first above written.

-

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

Oyt o ALK Tt

Ac&i&xChief Counsel Aeting Director

Department of Water Resources

SAN LUIS OBISPO COUNTY FLOOD
CONTROL AND WATER
CONSERVATION DISTRICT

3
( itle ) Gheirman of the Poard of Supaevisors
af the Gan Ll o County Vicod Control and Wafer

- Canservaiion Districl, Siate of California

APPROVED AS TO FORM
AND LEGAL EFFECT
19

_LINDHOLM, JR.
AMEcSoﬁmv C%NSEL

OUNTY
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STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 11 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
SAN LUIS OBISPO COUNTY FLOOD CONTROL
AND WATER CONSERVATION DISTRICT

THIS CONTRACT is made this Q‘/‘ﬁday of ,4%%% , 1987,

pursuant to the provisions of the California Water Resources Development Bond
Act, the State Central Valley Project Act, and other appliceble laws of the
State of Cslifornia, between the State of Californias, acting by and through its
Department of Weter Resources, herein referred to as the "State", and San Luis
Obispo County Flood Control and Water Conservation District, herein referred to
ag the "Agency'".

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

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

WHEREAS, the State and the Agency wish to clarify the definition of
the project interest rate without changing the interpretation of Article 1(r),
except for the addition of item (7), and to specify that financing costs of
water system facilities and East Branch Enlargement facilities shall not be

included in calculating the project interest rate; and
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WHEREAS, e State is willing to amortize over the remaining repayment
period of the contract, the "one-shot" adjustment applied to previous payments
resulting from revisions in the project interest rate under conditions defined
in this amendment,

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

1. Article 1(r) is amended to read:

(ry "Project interést rate™ shall mean the weighted average
interest rate on bonds, advances, or loans listed in this section to the extent
the proceeds of any such bonds, advances, or loans are for construction of the
State Water Facilities defined in Section 12934(d) of the Water Code, the
additional project conservation facilities, and the supplemental conservation
facilities (except off-aqueduct power facilities; water system facilities;
advances for delivery structures, measuring devices and excess capacity; and
East Branch Enlargement Facilities). The project interest rate shall be
calculated as a decimal fraction to five places by dividing (i) the total
interest cost required to be paid or credited by the State during the life of
the indebtedness or advance by (ii) the total of the products of the various
principal amounts and the respective terms in years of all such amounts. The
bonds, advances, or loans used in calculating the project interest rate shall
be:

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

included in the calculation of the project interest rate,
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(2) ééﬁgnue bonds issued by the State under the Central Valley
Project Act after May 1, 1969,

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

(4) Bonds issued by any agency, district, political subdivision,
publie corporation, or nonprofit corporation of this State,

(5) Funds advanced by any contractor without the actual incurring
of bonded debt therefor, for which the net interest cost and terms shall be
those which would have resulted if the contractor had sold bonds for the
purpose of funding the advance, as determined by the State,

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

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

from the proceeds of the bond sale.
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2. Article 1(cc) is added to read:

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

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

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

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

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

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

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

and Pearblossom Pumping Plant done pursuant to the letter agreements




g s
hY

‘between the State an jThe Metropolitan Water Distric%’of Southern California,
dated July 2, 1984, and May 15, 1985, which increased the East Branch Aqueduct
capacity beyond that set forth in Table B-2 as shown in State Bulletin 132-70:

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

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

East Branch Enlargement operation.

4§, Article 1 (hh) is added to read:

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

(1) The North Bay Aqueduct,

(2) The Coastal Branch Aqueduct,

{3) Delta Facilities, including Suisun Marsh facilities, to serve
the purposes of water conservation in the Delta, water supply in the Delia,
transfer of water across the Delta, and mitigation of the environmental effects
of project facilities, and to the extent presently authorized as project
purposes, recreation and fish and wildlife enhancement,

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

develop no more than 25,000 acre-feet of project yield from each project,
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(5) LandJacquisition for the XKern Fan Eiement of the Kern Water
Bank,

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

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

(8) Repairs, additions, and betterments to conservation or
transportation facilities existing as of January 1, 1987, and to all other

facilities described in this subarticle (hh) except for item (5).

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

(3) Notwithstanding provisions of Article 22(3) through (i), the
capltal cost component and the minimum OMP&R component of the Delta Water
(harge shall include an annual charge %0 recover the Agency's share of the
conservation portion of the water system revenue bond financing costs., Charges
to the Agency for these costs shall be calculated in accordance with provisions

in Artiecle 50 of this contract.

6. Article 24(g) of the Agency's water supply contract with the State
is added as follows:
(g) Notwithstanding provisions of Article 24(a) through (d), the
capital cost component of the Transportatlon charge shall include an annual
charge to recover the Agency's share of the transportation portion of the water

system revenue bond financing costs. Charges to the Agency for these costs
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shall be caloulaé;djin accordance with provisions in Article 50 of this

contract,

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

State is added to read:

28(e) Notwithstanding the provisions of Article 28(b), adjustments for
prior overpayments and underpayments shall be repaid beginning in the year
following the redetermination by application of a unit rate per acre-foot
which, when paid for the projected portion of the Agency's annual entitlement
will return to the State, during the project repayment period, together with
interest thereon computed at the project interest rate and compounded annually,
the full amount of the adjustments resulting from financing after January 1,
1987, from all bonds, advances, or loans listed in Article 1(r) except for
Article 1(r){(3) and except for bonds issued by the State under the Central
Valley Project Act after January 1, 1987 for facilities not listed among the
water system facilities in Article 1(hh), Notwithstanding the immediately
preceding exception, such mmortization shall also apply to any adjustments in
this component charge resulting from a change in the project interest rate due
to any refunding after January 1, 1986 of bonds issued under the Central Valley
Project Act. However, amortization of adjustments resulting from items 1(r)(4)
through (7) shall be limited to a period which would allow the Department to
repay the debt service on a current basis until such time as bonds are issued
to reimburse the source of such funding. In no event shall this amortization

period be greater than the project repayment period.
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7. Artigrg 28(f) of the Agency's water saﬁgly contract with the State
is added as follows:
f. Adjustment: Water System Revenue Bond Financing Costs,
The use of water system revenue bonds for financing facilities listed in
Article 1(hh) would result in adjustments for prior underpayments or
overpayments of the capital cost component of the Transportation Charge to the

Agency under the provisions of this article; however, in place of making such

ad justments, charges to the Agency will be governed by Article 50,

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

(a) Charges to the Agency for water system revenue bond
financing costs shall be governed by provisions of this article. Charges to
all contractors for water system revenue bond financing costs shall return to
the State an amount equal to the annual financing costs the State incurs in
that year for water s&stem revenue bonds (including water system revenue bond
anticipation notes)., Annual fiﬁancing costs shall include, but not be limited
to, any annual principal and interest on water system revenue bonds plus any
additional requirements for bond debt service coverage, deposits to reserves,
and annual premiums for insurance or other security obtained pursuant to
subdivision (f) of this article. The State shall provide credits to the
contractors for excess reserve funds, excess debt service coverage, interest,
and other earnings of the State in connection with repayment of such revenue

bond financing costs, when and as permitted by the bond resolution, When such




‘credits are determiied by the State to be available.ﬁgach credits shall be
promptly provided to the contractors and shall be in proportion to the payments
under this article from each contractor. Reserves, bond debt service coverage,
interest, and other earnings may be used in the last year to retire the bonds.
{b) Annual charges to recover water system revenue bond

financing costs shall consist of two elements,

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

(2) The second element shall be the Agency's share of a
Water System Revenue Bond Surcharge to be paid in lieu of a project interest
rate adjustment., The total annual amount to be paid by all contractors under
this element shall be the difference between the total annual charges under the
first element and the annual financing costs of the water system revenue
bonds, The amount to be paid by each contractor shali be calculated annually
as 1f the project interest rate were increased to the extent necessary to
produce revenues from all contractors sufficient to pay such difference for
that year. In making that calculation, adjustments in the Agency's
Transportation capital cost component charges for prior overpayments and
underpayments shall be determined as if amortized over the remalning years of

the project repayment peried.
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The Water System Revenue Bond Surcharge will be

Pl
%

identified by component and charge in the Agency's invoice.

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

(e) Reduction in Charges., The Water System Revenue Bond
Surcharge under Article 50(b){2) shall cease for each series of water éystem
revenue bonds when that series is fully repaid. However, the annual charge
determined pursuant to Article 50(b) (1) shall continue to be collected for the
time periods otherwise required under Articles 22 and 24,

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

(f) To the extent economically feasible and justifiable, as
determined by the State after consultation with contractors, the State shall
maintain insurance or other forms of security protecting bondholders and non-
defaulting contractors against costs resulting from the failure of any
contractor to make the payments required by this article.

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

to comment on the plan. The plan shall include but not be limited to the size
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of any water system revenue bond issuances and the form of any necessary

resolutions or supplements.

(h) Defaults. (1) If a contractor defaults partially or
entirely on its payment obligations calculated under this article and
sufficient insurance or other security protecting the non-defaulting
contractors is not provided under Article 50(f), the State shall allocate a
portion of the default to each non-defaulting contractor. The Agency's share
of the default shall be equal to an amount determined by multiplying the total
default amount to be charged to all non-defaulting contractors by the ratio
that the Agency's maximum Table A entitlement bears to the maximum Table A
entitlements of all non-defaulting contractors. However, such amount shall not
exceed in any year 25 percent of the Water System Revenue Bond financing costs
that are otherwlse payable by the Agency in that year., The amount of default
to be charged to non-defaulting contractors shall be reduced by any receipts
from insurance protecting non-defaulting contractors and bond debt service
coverage from a prior year and available for such purpose.

(2) If a contractor defaults partially or entirely on its
payment obligations under this article, the State shall also pursuant to
Article 20, upon six months' notice to the defaulting contractor, suspend water
deliveries under Article 20 to the defaulting contractor so long as the default
continues. The suspension of water deliveries shall be proportional to the
ratio of the default to the total water system revenue bond payments due from
the defaulting contractor. However, the State may reduce, eliminate, or not
commence suspension of deliveries pursuant to this subparagraph if it

determines suspension in the amounts otherwise required is likely to impair the
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" defaulting contractdr's ability to avold further defaults or that there would

be insufficient water for human consumption, sanitation, and fire protection.
The State may distribute the suspended water to the non-~defaulting contractors
on terms it determines to be equitable,

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

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

(5) At such time as the default amount is repaid by the
defaulting contractor, the non-defaulting contractors shall receive credits in
proportion to their contributions towards the amount of the default with
interest collected by the State on the defaulted amount,

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

defaulting contractor contributes to reserves and/or bond debt service

12
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" coverage, Such increéée shall be handled in the same manner as provided in
Article 50(a).

{(7) Action taken pursuant to this subarticle shall not
deprive the Statekof or limit any remedy provided by this contract or by law
for the recovery of money due or which may become due under this contract.

(1) Power of Termination.

(1) The Department and the Agency agree to negotiate in
good falth the development of a means to provide adequate protection for the
Department's cash flow into priorities one and two for revenues under Water
Code Section 12937(b) with the goal of obtaining agreement by April 1, 1987.
The Department and the Agency agree to continue negotiations beyond April 1,
1087 if necessary to meet their common goal of arriving at agreement,

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

(3) After six months from the date of issuing the notice
of intent to terminate, but in no event later than January 1, 1989, the
Director may terminate the authority of the Department to issue additional
series of water system revenue bonds using the repayment provisions of Article
50, The Department shall promptly notify the Agency and other contractors that

the Director has exercised the power of termination.
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(4) No additional series of water system revenue bonds

—_

shall be issued under the provisions of this Article 50 after the Director has
exercised the power to terminate, but Article 50 shall remain in effect as to
any series of water system revenue bonds issued prior to the time the Director
exercises the power to terminate,

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