MEMORANDUM OF UNDERSTANDING
=Rl R U UNDERSTANDING

INTERIM WATER SUPPLY PLAN
UPPER SAN JACINTO SUB-BASINS

This Memorandum Of Understanding; Interim Water Supply Plan, Upper San
Jacinto Sub-Basins ("MOU"), is hereby entered into this 1st day of April, 2004 by and
between the EASTERN MUNICIPAL WATER DISTRICT, a California municipal water
district ("EMWD"), LAKE HEMET MUNICIPAL WATER DISTRICT, a California
municipal water district (‘LHMWD"), CITY OF HEMET, a California general law city
("Hemet”), and CITY OF SAN JACINTO, a California general law city (“San Jacinto”),
(collectively referred to hereinafter as the “Parties”), based on the following facts:

RECITALS

A The Parties have entered into that “Memorandum of Understanding to
Work Cooperatively to Promote Conjunctive Use Projects and Programs in Upper San
Jacinto River Basins” dated June 19, 2001 (the “Conjunctive Use MOU"). The purpose
of the Conjunctive Use MOU is to encourage cooperation among the Parties to facilitate
and support local groundwater management efforts and conjunctive use programs
particularly those that could increase dry-year water supplies, within the safe-yield and
without the overdraft of San Jacinto groundwater basins.

Management Area.

C. Furthermore, in February of 2004, the Parties each approved a statement
of principles entitled “Principles for Water Management” (the ‘PWM") with regard to the
Hemet and San Jacinto Basins. The PWM establishes the framework from which the
Parties will develop a Water Management Plan for the Hemet and San Jacinto Basins.

D. The Conjunctive Use MOU and the PWM recognize that the Parties,
individually and collectively, have an interest in managing and preserving the ground
and surface water resources within the Hemet and San Jacinto Basins in order to
alleviate an escalating condition of overdraft within those Basins.

E. Through the ongoing GWM Program conducted by the Parties, it has been
discovered that well levels within certain portions of the Canyon and Intake sub-areas of
the San Jacinto Basin ("Upper San Jacinto Sub-Basins”) have declined more than the
Parties had originally projected. This fact suggests that the condition of overdraft in the
Upper San Jacinto Sub-Basins may be deteriorating more rapidly than anticipated,
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making a collective effort to address the situation prudent prior to establishment of the
Water Management Plan.

F. Therefore, in furtherance of the goals stated in the Conjunctive Use MOU
and the PWM, it is the purpose and intent of the Parties in entering into this MOU to
provisionally address the deteriorating situation by providing interim stabilization of the
Upper San Jacinto Sub-Basins through the application of approximately 6,000 acre feet
of direct and indirect groundwater recharge during calendar year 2004. To implement
this goal, the Parties pledge to undertake the following actions during the calendar year
2004.

OPERATIVE PROVISIONS

NOW, THEREFORE, in consideration of the promises made and recited herein,
the Parties do hereby enter into this Memorandum of Understanding setting forth their
pledges, commitments, understandings and appropriate limiting conditions, as follows:

ARTICLE 1.0 - EMWD’s PLEDGES AND CONDITIONS

1.1 Pledges by EMWD. Subject to the conditions set forth in Section
1.2, EMWD pledges the following:

1.1.1 Purchase and Recharge of Water. EMWD will contribute up
to Eight Hundred Eighty Three Thousand Dollars and No Cents ($883,000.00) for the
acquisition, transportation, operations, and recharge of imported water into the Upper
San Jacinto Sub-Basins. EMWD will coordinate and cooperate with LHMWD and MWD
regarding the acquisition of imported water. EMWD understands and agrees that it will
implement the transportation and recharge of the purchased imported water into the
Upper San Jacinto Sub-Basins using its existing conveyance and spreading facilities
within the Management Area.

1.1.2 Restriction on Conveyances and Exports. EMWD will use its

best efforts to eliminate flows from San Jacinto Basin to the Homeland and Juniper flats
area during July, August, and September 2004, and will eliminate the use of any
conveyance water during the 2004 calendar year in the Menifee Area. EMWD will not
otherwise export any water intended for groundwater recharge, or made available due
to groundwater recharge, in the Upper San Jacinto Sub-Basins during the 2004
calendar year. In addition, EMWD will pursue construction of Reach 16 to deliver
recycled water to the Heartland Area and will investigate water supply contingency
plans.

1.2 EMWD’s Conditions. The pledges of EMWD stated in Section 1.1
are subject to the following conditions:

1.2.1 Optimizing Capacity. That the Parties caoperate with
EMWD's efforts to optimize its delivery capacity during the months of July, August, and
September 2004, by refraining, to the extent feasible, from exercising their rights to
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delivery of Entitlement Water and/or Excess Water (*Fruitvale Water”) under EMWD's
Improvement District No. 24 program as provided in those agreements between the
Parties individually and EMWD (“Fruitvale Agreements”). It is understood and agreed
that any Party’s cooperation with such effort by EMWD will not result in a loss, waiver,
abrogation or diminishment of their contract rights under the Fruitvale Agreements or
such other rights as the Party may have to purchase and receive Fruitvale Water.

1.2.2 Compliance by Other Parties. That each other party use its

best efforts in good faith to perform and fulfill their respective pledges as expressed in
Sections 2.1, 3.2, and 4.2.

1.3 Acceptance of Other Parties’ Conditions. EMWD hereby
accepts each other Party’s conditions on their respective pledges.

1.4  Cooperation with Other Parties. EMWD agrees to cooperate with
the other Parties to reasonably facilitate each Party’s performance of their pledge, to
share information and to regularly meet and confer concerning implementation of this
MOU as part of the regularly scheduled meetings of the Groundwater Policy Committee
or such sub-committee as the Policy Committee shall designate from time to time.

ARTICLE 2.0 - LHMWD’S PLEDGES AND CONDITIONS

2.1 Pledges by LHMWD. Subject to the conditions set forth in Section
2.2, LHMWD pledges the following:

2.1.1 Purchase and Recharge of Water. LHMWD will contribute
up to Eight Hundred Twenty-eight Thousand Dollars and No Cents ($828,000.00) for

the acquisition, transportation, operations, and recharge of imported water into the
Upper San Jacinto Sub-Basins. LHMWD will coordinate and cooperate with EMWD and
MWD regarding the acquisition of imported water. LHMWD understands and agrees
that EMWD will implement the transportation and recharge of the purchased imported
water into the Upper San Jacinto Sub-Basins using its existing conveyance and
spreading facilities within the Management Area.

2.1.2 Optimizing Capacity. LHMWD will cooperate with EMWD's
efforts to optimize EMWD's delivery capacity during the months of July, August, and
September 2004, by refraining during such months, to the extent feasible, from
exercising their rights to delivery of Entitlement Water and/or Excess Water (“Fruitvale
Water”) under EMWD’s Improvement District No. 24 program as provided in those
agreements between the Parties individually and EMWD. It is understood and agreed
that LHMWD's cooperation with such effort by EMWD will not result in a loss, waiver,
abrogation or diminishment of LHMWD's contract rights under the Fruitvale Agreements
or such other rights as LHMWD may have to purchase and receive Fruitvale Water.

22 LHMWD’s Conditions. The pledges of LHMWD stated in Section
2.1 are subject to the following conditions:




2.21 Emergency Production of Water. In the event LHMWD
experiences an emergency loss of water production capacity or is otherwise unable to
satisfy its municipal demand through the use of its own facilities, as determined by the
LHMWD, LHMWD reserves the right to exercise its rights to delivery of Fruitvale Water
during the months of July, August and September 2004 and shall pay EMWD the
standard rate for Fruitvale Water, for amounts delivered within LHMWD's entitlement.
For amounts required by LHMWD and delivered by EMWD over the entitlement amount,
LHMWD shall pay EMWD's then current wholesale water rates.

2.2.2 Restriction on Conveyance Water and Exports. That EMWD

use its best efforts to eliminate flows from San Jacinto Basin to the Homeland and
Juniper flats area during July, August, and September 2004, and to eliminate the use of
any conveyance water during the 2004 calendar year in the Menifee Area. EMWD will
not otherwise export any water intended for groundwater recharge, or made available
due to groundwater recharge, in the Upper San Jacinto Sub-Basins during the 2004
calendar year.

2.2.3 Preservation of Fruitvale Water Rights. Notwithstanding
LHMWD's pledge to not exercise its entitlements to purchase and receive Fruitvale
Water during July, August and September 2004, such pledge and non-exercise shall not
be construed by the Parties or any of them as a waiver, failure to exercise, or other
abrogation of LHMWD's rights under the Fruitvale Agreements or Fruitvale Adjudication
and such rights shall be preserved, survive without diminishment, and remain valid and
in full force and effect.

2.24 Compliance by Other Parties. That each other party use its
best efforts in good faith to perform and fulfill their respective pledges as expressed in
Sections 1.1, 3.2, and 4.2.

2.3  Acceptance of Other Parties’ Conditions. LHMWD hereby
accepts each other Party’s conditions on their respective pledges.

24 Cooperation with Other Parties. LHMWD agrees to cooperate
with the other Parties to reasonably facilitate each Party’s performance of their pledge,
to share information and to regularly meet and confer concerning implementation of this
MOU as part of the regularly scheduled meetings of the Groundwater Policy Committee
or such sub-committee as the Policy Committee shall designate from time to time.

ARTICLE 3.0 - HEMET’S PLEDGES AND CONDITIONS

3.1 Acknowledgement of Conditions. Hemet acknowledges the need

of the Parties to cooperatively minimize the impacts on water resources in the Upper
San Jacinto Sub-Basins. The Parties acknowledge that groundwater resources and well
levels surrounding Hemet's water production facilities in the Hemet Basin have not
experienced the same rate of decline, as have facilities of the Parties in the San Jacinto
Basin. The Parties further acknowledge that Hemet's temporary reallocation of
production from the Upper San Jacinto Sub-Basins to the Hemet Basin, as stated in
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Section 3.2.1 [Reallocation of Water Production], is provided by Hemet as a means of
cooperating with, and providing benefit to, the other Parties to address the conditions in
the Upper San Jacinto Sub-Basins. The Parties also acknowledge that Hemet's
temporary reallocation of production will not adversely impact the rights, interests, or
facilities of the other Parties, and will not unreasonable contribute to the overdraft of the
Hemet Basin.

3.2  Pledges by Hemet. Subject to the conditions set forth in Section
3.3, Hemet pledges the following:

3.2.1 Reallocation of Water Production. Hemet will reduce its
water production and/or receipt from the Upper San Jacinto Sub-Basins during calendar
year 2004 by a total of 1072 acre feet. The reduction will be accomplished by: (i)
reducing groundwater production from Hemet wells No. 6 and No. 9, by approximately
300 acre feet over the 2004 calendar year; and (i) by foregoing the exercise of its right
to receive deliveries of Entitement Water or Excess Water (“Fruitvale Water”) —
currently 772 acre feet -- under EMWD's Improvement District No. 24 program as
provided in that Agreement between Hemet and EMWD dated June 13, 1972 (“Fruitvale
Agreement”) during calendar year 2004. Hemet will off-set this decrease in water
production and/or receipt with an increase in groundwater production from Hemet's new
or existing facilities in the Hemet Basin.

3.2.2 Optimizing Capacity. Hemet will Cooperate with EMWD's
efforts to optimize EMWD's delivery capacity during the months of July, August, and
September 2004, by refraining during such months, to the extent feasible, from
exercising its rights to delivery of Entitlement Water and/or Excess Water (“Fruitvale

Fruitvale Water.

3.3 Hemet's Conditions. The pledge’s of Hemet stated in Section 3.2
are subject to the following conditions:

3.3.1 Emergency Production of Water. In the event Hemet
experiences an emergency loss of water production capacity, or is otherwise unable to
satisfy its municipal demand from its own facilities, as determined by the Hemet Water
District, Hemet shall be entitled to increase water production from Hemet Well No. 6 and
No. 9, or receive Fruitvale Water during the duration of the emergency. Hemet's pledge
to reallocate water production as provided in Section 3.2 shall be reduced by the same
amount. However, Hemet shall contribute an amount of funds equal to the acre feet of
water produced muiltiplied by EMWD's then current wholesale water rate for the
acquisition of replacement water.



obligation to produce one hundred (100) acre feet of water per year each from Well No.
6 and Well No. 9. Notwithstanding anything to the contrary in Section 3.2, Hemet shall
be entitled to produce such amounts from these wells. Hemet anticipates that it will be
able to meet both its pledged reduction and its lease obligations.

3.3.3 Preservation of Fruitvale Water Rights. Notwithstanding
Hemet's pledge to not exercise its entitiements to purchase and receive Fruitvale Water
during calendar year 2004, such pledge and non-exercise shall not be construed by the
Parties or any of them as a waiver, failure to exercise, or other abrogation of Hemet's
rights under the Fruitvale Agreements or Fruitvale Adjudication and such rights shall be
preserved, survive without diminishment, and remain valid and in full force and effect.

3.3.4 Restriction on Conve ance Water and Exports. That EMWD
use its best efforts to eliminate flows from San Jacinto Basin to the Homeland and
Juniper flats area and to eliminate the use of any conveyance water during the 2004
calendar year in the Menifee Area, EMWD will not otherwise export any water intended
for groundwater recharge in the Upper San Jacinto Sub-Basins during the 2004
calendar year.

3.3.5 Compliance by Other Parties. That each other party use its
best efforts in good faith to perform and fulfill their respective pledges as expressed in
Sections 1.1, 2.1, and 4.2.

34  Acceptance of Other Parties’ Conditions. Hemet hereby
accepts each other Party’s conditions on their respective pledges.

3.5  Cooperation with Other Partles. Hemet agrees to cooperate with
the other Parties to reasonably facilitate each Party's performance of their pledge, to
share information and to regularly meet and confer concerning implementation of this
MOU as part of the regularly scheduled meetings of the Groundwater Policy Committee
or such sub-committee as the Policy Committee shall designate from time to time.

ARTICLE 4.0 - SAN JACINTO’S PLEDGES AND CONDITIONS

4.1  Acknowledgement of Conditions. San Jacinto acknowledges the
need of the Parties to cooperatively minimize the impacts on water resources in the
Upper San Jacinto Sub-Basins.

42 Pledges by San Jacinto. Subject to the conditions set forth in
Section 4.3, San Jacinto pledges the following:

4.2.1 Pledge of Future Credits. San Jacinto pledges 243 acre feet

(the current equivalent of $78 260 at the import water rate of $322) of future recharge
credits that are anticipated to accrue to San Jacinto pursuant to Section 20 of the
Principles For Water Management. San Jacinto's recharge credits will be reduced by
243 acre feet once accrued. Another Party may purchase these credits from the
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Watermaster for $78,260, which amount will then be applied to the 2004 interim
recharge program.

4.2.2 Optimizing Capacity. San Jacinto will make a good faith
effort to cooperate with EMWD's efforts to optimize EMWD'’s delivery capacity during
the months of July, August, and September 2004, by refraining, to the extent feasible in
its sole discretion, from exercising its rights to delivery of Entitlement Water and/or
Excess Water (“Fruitvale Water”) under EMWD's Improvement District No. 24 program
as provided in those agreements between the Parties individually and EMWD (“Fruitvale
Agreements”). It is understood and agreed that San Jacinto's cooperation with such
effort by EMWD will not result in a loss, waiver, abrogation or diminishment of San
Jacinto’s contract rights under the Fruitvale Agreements or such other rights as San
Jacinto may have to purchase and receive Fruitvale Water.

4.3 San Jacinto’s Conditions. San Jacinto's pledges as stated in
Section 4.2 are subject to the following conditions:

4.3.1 Emergency Production of Water. In the event San Jacinto
experiences an emergency loss of water production capacity or is otherwise unable to
satisfy its municipal demand through the use of its own facilities, as determined by the
San Jacinto, San Jacinto reserves the right to exercise its rights to delivery of Fruitvale
Water during the months of July, August and September 2004 and shall pay EMWD the
standard rate for Fruitvale Water, for amounts delivered within San Jacinto's
entitlement. For amounts required by San Jacinto and delivered by EMWD over the
entitlement amount, San Jacinto shall pay EMWD's then current wholesale water rates.

4.3.2 Preservation of Fruitvale Rights.  Notwithstanding San
Jacinto's pledge to not otherwise exercise its entitlements to purchase and receive
Fruitvale Water during July, August and September 2004, such pledge and non-
exercise shall not be construed by the Parties or any of them as a waiver, failure to
exercise, or other abrogation of San Jacinto's rights under the Fruitvale Agreement or
Fruitvale Adjudication and such rights shall be preserved, survive without diminishment,
and remain valid and in full force and effect.

4.3.3 Restriction on Conveyances and Exports. That EMWD use
its best efforts to eliminate flows from San Jacinto Basin to the Homeland and Juniper
flats area and will eliminate the use of any conveyance water during the 2004 calendar
year in the Menifee Area. EMWD will not otherwise export any water intended for
groundwater recharge in the Upper San Jacinto Sub-Basins during the 2004 calendar
year.

4.3.4 Compliance by Other Parties. That each other party use its

best efforts in good faith to perform and fulfill their respective pledges as expressed in
Sections 1.1, 2.1, and 3.2.

44  Acceptance of Other Parties’ Conditions. San Jacinto hereby

P——————

accepts each other Party’'s conditions on their respective pledges.
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4.5 Cooperation with Other Parties. San Jacinto agrees to cooperate
with the other Parties to reasonably facilitate each Party’s performance of their pledge,
i ng implementation of this
MOU as part of the regularly scheduled meetings of the Groundwater Policy Committee
or such sub-committee as the Policy Committee shall designate from time to time.

ARTICLE 5.0 - MISCELLANEOUS PROVISIONS

5.1  Term. This MOU shall terminate, unless extended by the mutual
agreement of the Parties memorialized in writing, on December 31, 2004.

52 Costs & Expenses. The Parties shall bear the costs of
implementing their own pledges, and shall bear their own costs and expenses otherwise
participating in this MOU.

5.3  Authority. The individuals executing this Agreement on behalf of
the Parties and the instruments referenced on behalf of the Parties represent and
warrant that they have the legal power, right and actual authority to bind the Parties to
the terms and conditions hereof and thereof.

54  Counterpart Originals. This Agreement may be executed in
duplicate originals, each of which is deemed to be an original.

5.5 Effective Date. This MOU has become effective among and
between the Parties on the date by which each Party's governing board or council has
approved the MOU and the authorized representative of each Party has executed the
MOuU.

IN WITNESS WHEREOF, fhe Parties hereto have executed this Memorandum of
Understanding on the date and year first above written.

EASTERN MUNICIPAL WATER
DISTRICT

" Ay

Its:
Cerprps onns ert
LAKE HEMET MUNICIPAL WATER
DISTRICT



ey £/

GENERAL. MANAGER

CITY OF HEMET

By: &’M

Steve Temple, City Manager

ATTEST: Approved as to Form:

Byc‘%&&&%@_ By; w
Stephen Clayton

City Clerk

ErcS. Vall =~

Assistant City Attorney for the City
of Hemet

ATTEST:

Tk Chounpd

Dorothy L. Cycumard City Clerk




