BOARD OF DIRECTORS
SANTA CLARA VALLEY WATER DISTRICT

RESOLUTION NO. 21-

APPROVAL OF CENTRAL VALLEY PROJECT REPAYMENT CONTRACT

WHEREAS, Santa Clara Valley Water District (“Valley Water”) was created by the Legislature of
the State of California under the Santa Clara Valley Water District Act, California Water Code
Appendix, Chapter 60 (“District Act”), as a special water district with an independent Board of
Directors; and

WHEREAS, Section 4(a) of the District Act identifies the purposes of the District Act to authorize
Valley Water to provide comprehensive water management for all beneficial uses; and
protection from flooding within Santa Clara County; and

WHEREAS, Section 5(12) of the District Act authorizes Valley Water to enter into contracts and
do all acts necessary for the full exercise of all powers vested in the district or any of the officers
thereof, by the District Act, including ensuring Valley Water's comprehensive water
management in Santa Clara County; and

WHEREAS, Valley Water is a Central Valley Project (“CVP”) contractor pursuant to the
Contract Between the United States and Santa Clara Valley Water District for Water
Service and for Operation and Maintenance of Certain Works of the San Felipe Division,
Contract No. 7-07-20-W0023, executed on June 7, 1977 (“CVP Contract”); and

WHEREAS, CVP water delivered under the terms of the CVP Contract is a major component of
Valley Water’s water portfolio to ensure its comprehensive water management in Santa Clara
County; and

WHEREAS, to promote compliance with the Central Valley Project Improvement Act, consistent
with the goal of ensuring a reliable long-term water supply for Valley Water, Valley Water and
the United States of America (United States) executed the First Amendment to Contract
Between the United States and Santa Clara Valley Water District for Water Service and
Operation and Maintenance of Certain Works of the San Felipe Division, Contract No. 7-07-20-
WO0023A, on March 28, 2007 (“First Amendment”); and

WHEREAS, the First Amendment also resulted in the conversion of Valley Water’s payment of

its San Felipe Division’s capital costs from water service payment contract terms to repayment

contract terms pursuant to a 30-year schedule commencing on January 1, 2007, and ending on
July 1, 2036; and

WHEREAS, Valley Water and the United States executed the Second Amendment to Contract
Between the United States and Santa Clara Valley Water District for Water Service and
Operation and Maintenance of Certain Works of the San Felipe Division on December 12, 2020
(“Second Amendment”), to provide for the delivery of CVP water to Valley Water at mutually
agreed upon additional point or points of delivery; and

WHEREAS, on December 16, 2016, the 114th Congress of the United States of America
enacted the Water Infrastructure Improvements for the Nation Act (Public Law 114-322,
130 Stat. 1628) (“WIIN Act”); and

WHEREAS, Section 4011(a)(1) of the WIIN Act provides that “upon request of the contractor,
the Secretary of the Interior shall convert any water service contract in effect on the date of
enactment of this subtitle and between the United States and a water users’ association to allow
for prepayment of the repayment contract pursuant to paragraph (2) under mutually agreeable
terms and conditions.”; and
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WHEREAS, upon the request of a CVP contractor, the WIIN Act directs the Secretary to convert
CVP water service contracts into repayment contracts, amend existing repayment contracts,
and allow contractors to prepay their construction cost obligations pursuant to applicable
Federal Reclamation law; and

WHEREAS, Valley Water requested the United States to convert its CVP Contract, as
amended, into a Repayment Contract that complies with Section 4011 of the WIIN Act
(“CVP Repayment Contract”); and

WHEREAS, the CVP Repayment Contract also reflects the current standard terms and
conditions required by Federal Reclamation law, and continues existing water service to Valley
Water with no expansion in service and no expansion in the scope or nature of the ongoing CVP
or its existing facilities; and

WHEREAS, Valley Water is, and at all relevant times has been, a public agency within the
meaning of Code of Civil Procedure Section 860 and is authorized by Section 32 of the District
Act to file a validation action in a court of competent jurisdiction to satisfy the confirmation of
contract requirement described in the CVP Repayment Contract.

NOW, THEREFORE BE IT RESOLVED that the Board of Directors of the Santa Clara Valley
Water District does hereby approve the attached Central Valley Project Repayment Contract;
and

BE IT FURTHER RESOLVED that the Board Chair is hereby authorized to execute the Central
Valley Project Repayment Contract as included as Exhibit A to this Resolution on behalf of the
Santa Clara Valley Water District; and

BE IT FURTHER RESOLVED that the Board of Directors of the Santa Clara Valley Water
District approves and authorizes the District Counsel or its designees to file a validation action
to confirm the legality of the Central Valley Project Repayment Contract.

PASSED AND ADOPTED by the Board of Directors of the Santa Clara Valley Water District by
the following vote on June 8, 2021:

AYES: Directors
NOES: Directors
ABSENT: Directors
ABSTAIN: Directors

SANTA CLARA VALLEY WATER DISTRICT

TONY ESTREMERA
Chair, Board of Directors

ATTEST: MICHELE L. KING, CMC

Clerk, Board of Directors
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EXHIBIT A
COVERSHEET

APPROVAL OF CENTRAL VALLEY PROJECT

REPAYMENT CONTRACT
No. of Pages: 75
Exhibit Attachments: Attachment 1: Central Valley Project Repayment Contract
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Irrigation and M&I
Contract No.7-07-20-W0023AB-P

UNITED STATES
DEPARTMENT OF THE INTERIOR
BUREAU OF RECLAMATION
Central Valley Project, California

AMENDED AND RESTATED CONTRACT BETWEEN THE UNITED STATES

AND
SANTA CLARA VALLEY WATER DISTRICT

FOR WATER SERVICE. FACILITIES REPAYMENT. AND FOR OPERATION AND

MAINTENANCEOF CERTAIN WORKS OF THE SAN FELIPE DIVISION
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Contract No. 7-07-20-W0023AB-P

UNITED STATES
DEPARTMENT OF THE INTERIOR
BUREAU OF RECLAMATION
Central Valley Project, California

AMENDED AND RESTATED CONTRACT BETWEEN THE UNITED STATES
AND
SANTA CLARA VALLEY WATER DISTRICT
FOR WATER SERVICE. FACILITIES REPAYMENT. AND FOR OPERATION AND
MAINTENANCE OF CERTAIN WORKS OF THE SAN FELIPE DIVISION

THIS CONTRACT, made this____dayof  ,20 in pursuance generally of the
Act of June 17,1902 (32 Stat. 388), and acts amendatory thereof or supplementary thereto,
including but not limited to, the Acts of August 26, 1937 (50 Stat. 844), as amended and
supplemented; August 4, 1939 (53 Stat. 1187), as amended and supplemented; July 2, 1956 (70
Stat. 483), June 21, 1963 (77 Stat. 68), August 27, 1967 (81 Stat. 173), October 12, 1982 (96
Stat. 1263), October 27, 1986 (100 Stat. 3050), as amended, Title XXXIV of the Act of October
30, 1992, (106 Stat 4706), and the Water Infrastructure Improvements for the Nation Act (Public
Law 114-322,130 Stat. 1628), Section 4011 (a-d) and (f} (“WIIN Act™), all collectively
hereinafter referred to as the Federal reclamation laws, between THE UNITED STATES OF
AMERICA, hereinafter referred to as the United States, and SANTA CLARA VALLEY
WATER DISTRICT, hereinafter referred to as the Contractor, a public agency of the State of
California, duly organized, existing, and acting pursuant to the laws thereof, with its principal

place of business in San Jose, California,
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Contract No. 7-07-20-W0023AB-P

WITNESSETH, That:
EXPLANATORY RECITALS

[1¥'] WHEREAS, the United States has constructed and is operating the Central Valley
Project (Project), California, for diversion, storage, carriage, distribution and beneficial use, for
flood control, irrigation, municipal, domestic, industrial, fish and wildlife mitigation, protection
and restoration, generation and distribution of electric energy, salinity control, navigation and
other beneficial uses, of water of the Sacramento River, the American River, the Trinity River,
and the San Joaquin River and their tributaries; and

[2"] WHEREAS, the groundwater basins in the Contractor’s Service Area have been
overdrawn and the lands of the Contractor’s Service Area and its inhabitants are in need of
additional water for beneficial uses and purposes; and

[3"] WHEREAS, the United States has constructed the San Felipe Division as a
feature of the Project for the diversion, carriage, distribution, regulation, and beneficial use of
waters of the Project; and

[4"]  WHEREAS, the water supply developed by the Project has been made available
to the Contractor for beneficial uses and purposes; and

[5"] WHEREAS, the Contractor and the United States entered into a contract titled
“Contract Between the United States and Santa Clara Valley Water District for Water Service
and for Operation and Maintenance of Certain Works of the San Felipe Division”, Contract No.
7-07-20-W0023, dated June 7, 1977, which established terms and conditions for the delivery to
the Contractor of Project Water from January 1, 1988 through December 31, 2027, hereinafter

referred to as the “1977 Contract™; and
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Contract No. 7-07-20-W0023AB-P

[6"] WHEREAS, in 1992, Congress enacted the Central Valley Project Improvement
Act (CVPIA) (106 Stat 4706), which addressed the renewal of existing long-term water service
contracts and established that certain terms should be included in contracts renewed or amended
after January 1, 1988; and

[7"] WHEREAS, to promote compliance with the CVPIA, consistent with the goal of
ensuring a reliable long-term water supply for the Contractor, the parties agreed to amend the
1977 Contract; and

[8%] WHEREAS, the Contractor executed a “Binding Agreement for Early Renewal
Between the United States and Santa Clara Valley Water District”, dated September 30, 1997,
Contract No. 7-07-20-W0023-BA; and

[9"] WHEREAS, the Contractor and the United States entered into an amendment to
the 1977 Contract dated March 28, 2007, titled “First Amendment to Contract between the
United States and Santa Clara Valley Water District for Water Service and Operation and
Maintenance of Certain Works of the San Felipe Division”, Contract No. 7-07-20-W0023A,
which among other things established the terms and conditions for the repayment of the San
Felipe Division facilities and implementation of certain CVPIA activities, hereinafter referred to
as “First Amendment™; and

[10"] WHEREAS under 4011, subsections (a}(2) and (a)(3) of the WIIN Act, except for
those repayment contracts under which the Contractor has previously negotiated for prepayment,
all repayment contracts under Section 9(d) and 9(c)(1) of the Act (53 Stat. 1195) in effect as of
the date of the WIIN Act, at the request of the contractor, and all contracts converted pursuant to
paragraph (1)(A) and (1)(B) of the WIIN Act shall provide for repayment either in lump sum or

an accelerated prepayment; and

Lad

Page 8 of 78



59

60

61

62

63

64

65

66

67

68

69

70

71

72

73

74

75

76

77

78

79

80

APPROVAL OF CENTRAL VALLEY PROJECT REPAYMENT CONTRACT
SCVWD Resolution No. 21-___

Contract No. 7-07-20-W0Q023AB-P

{11'] WHEREAS, the repayment obligations of the San Felipe Division Facilities set
forth in the First Amendment were negotiated for repayment prior to the enactment of the WIIN
Act and are not subject to accelerated prepayment under the WIIN Act, and will continue to be
paid in accordance with the payment schedule set forth in Exhibit D; and

[12"] WHEREAS, the Contracting Officer and the Contractor also amended the 1977
Contract with a second amendment dated December 12, 2020, titled “Second Amendment to
Contract Between the United States and Santa Clara Valley Water District for Water Service and
Operation and Maintenance of Certain Works of the San Felipe Division”, which updated Article
9 of Contract No. 7-07-20-W0023A to add CVP-wide form of contract language providing for
the mutually agreed upon point or points of delivery and updated certain Standard Articles
consistent with the Bureau of Reclamations current requirements, hereinafier referred to as
“Second Amendment™; and

[13"] WHEREAS, the 1977 Contract as amended by the First Amendment and the
Second Amendment is hereinafter referred to as “Existing Contract™; and

[14"] WHEREAS, this Contract is intended to represent a continuation of the 1977
Contract, including its First Amendment and Second Amendment, as amended and restated in
entirety by the terms and conditions contained in this Contract; and

[1 5“‘] WHEREAS, the Contractor and the United States entered into a contract titled
“Contract for the Transfer of the Operation and Maintenance of Certain San Felipe Division
Facilities”, Contract No. 6-07-20-X0290, dated September 8, 1986, which established terms and
conditions for the transfer of Operation and Maintenance of San Felipe Division facilities jointly

used by the Contractor and San Benito County Water District; and
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Contract No. 7-07-20-W0023AB-P

[16"] WHEREAS, the Contractor was notified via the transfer notices of the transfer of
Operation and Maintenance of Certain San Felipe Division Facilities to the Contractor, by letters
dated September 17, 1987, October 30, 1987, and January 12, 1988; and

[17%] WHEREAS, the initial delivery of Project Water to the Contractor commenced on
January 1, 1988; and

[18"] WHEREAS, on December 16, 2016, the 114th Congress of the United States of
America enacted the WIIN Act; and

[19"] WHEREAS, Section 4011(a)(1) provides that “upon request of the contractor, the
Secretary of the Interior shall convert any water service contract in effect on the date of
enactment of this subtitle and between the United States and a water users’ association
[Contractor] to allow for prepayment of the repayment contract pursuant to paragraph (2) under
mutually agreeable terms and conditions.”; and

[20"] WHEREAS, Section 4011(a)(1) further provides that “the manner of conversion
under this paragraph shall be as follows: (A) Water service contracts that were entered into
under section (e) of the Act of August 4, 1939 (53 Stat. 1196), to be converted under this section
shall be converted to repayment contracts under section 9(d) of that Act (53 Stat. 1195)”; and
“(B) Water service contracts that were entered under subsection {c)(2) of section 9 of the Act of
August 4, 1939 (53 Stat. 1194), to be converted under this section shall be converted to a
contract under subsection (c)(1) of section 9 of that Act (53 Stat. 1195).”; and

[21%] WHEREAS, Section 4011(a)(4)(C) further provides all contracts entered into
pursuant to Section 4011(a)(1), (2), and (3) shall “not modify other water service, repayment,

exchange and transfer contractual rights between the water users’ association [Contractor], and
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Contract No. 7-07-20-W0023AB-P

the Bureau of Reclamation, or any rights, obligations, or relationships of the water users’
association [Contractor] and their landowners as provided under State law.”; and

[22"] WHEREAS, Section 4011(d)(3) and (4) of the WIIN Act provides that
“implementation of the provisions of this subtitle shall not alter...(3) the priority of a water
service or repayment contractor to receive water; or (4) except as expressly provided in this
section, any obligations under the Federal Reclamation law, including the continuation of
Restoration Fund Charges pursuant to section 3407(d) (Pub. L. 102-575), of the water service
and repayment contractors making prepayments pursuant to this section.”; and

[23"] WHEREAS, upon the request of the Contractor, the WIIN Act directs the
Secretary to convert irrigation water service contracts and municipal and industrial (Mé&I) water
service contracts into repayment contracts, amend existing repayment contracts, and allow
contractors to prepay their construction cost obligations pursuant to applicable Federal
Reclamation law; and

[24"] WHEREAS, the Contracting Officer and the Contractor agree that this Contract
complies with Section 4011 of the WIIN Act; and

[25"] WHEREAS, the Contracting Officer and the Contractor agree to amend and
convert the Existing Contract pursuant to Section 4011 of the WIIN Act and other Federal
Reclamation law on the terms and conditions set forth below;

NOW, THEREFORE, in consideration of the mutual and dependent covenants herein
contained, it is hereby mutually agreed by the parties hereto as follows:

DEFINITIONS

1. When used herein, unless otherwise distinctly expressed, or manifestly

incompatible with the intent hereof, the term:
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(a) “Additional Capital Obligation” shall mean construction costs or other
capitalized costs incurred after the Effective Date or not reflected in the Existing Capital
Obligation as defined herein and in accordance with Section 4011, subsection (a)(2)(B) and
(a)(3)(B) of the Water Infrastructure Improvements for the Nation Act (Public Law 114-322,130
Stat. 1628) (“WIIN Act”);

(b)  “Agricultural Water” or “Irrigation Water” shall mean the use of Project
Water to irrigate lands primarily for the production of commercial, agricultural crops or
livestock, and domestic and other uses that are incidental thereto;

(c) “Calendar Year” or “Year” shall mean the period Januvary 1 through
December 31, both dates inclusive;

(d}  “Charges” shall mean the payments required by Federal Reclamation law
in addition to the Rates and Tiered Pricing Component specified in this Contract as determined
annually by the Contracting Officer pursuant to this Contract;

(e) “Condition of Shortage” shall mean a condition respecting the Project
during any Year such that the Contracting Officer is unable to deliver sufficient water to meet the
Contract Total,

® “Contract” shall mean this Contract titled “Amended and Restated
Contract between the United States and Santa Clara Valley Water District for Water Service,
Facilities Repayment, and for Operation and Maintenance of Certain San Felipe Division
Facilities ", Contract No. 7-07-20-W0023 AB-P;

(2) “Contract Total” shall mean the maximum amount of water to which the
Contractor is entitled under subdivision (a) of Article 3 of this Contract;

(h)  “Contracting Officer” shall mean the duly authorized representative of the

Secretary of the Interior;
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Contract No, 7-07-20-W0023AB-P

6) “Contractor's Service Area” shall mean the area to which the Contractor is
permitted to provide Project Water under this Contract, as set forth on Exhibit "A" attached
hereto which may be modified from time to time without amendment to this Contract;

() *“CVPIA” shall mean the Central Valley Project Improvement Act, Title
XXXIV of the Act of October 30, 1992 (106 Stat. 4706);

(k) “Delivered Water" or "Water Delivered” shall mean Project Water
diverted for use by the Contractor at the point(s) of delivery approved by the Contracting
Officer;

()] “Delta Division Facilities” shall mean those existing and future Project
facilities in and south of the Sacramento-San Joaquin Rivers Delta, including, but not limited to,
the Jones Pumping Plant, the O’Neill Forebay, the O’Neill Pumping/Generating Plant, and the
San Luis Reservoir, used to divert, store and convey water to those Project Contractors entitled
to receive water conveyed through the Delta-Mendota Canal,

(m)  “Division” shall mean the San Felipe Division of the Project;

(n)  “Existing Capital Obligation” shall mean the remaining amount of
construction costs or other capitalized costs allocable to the Contractor, exclusive of the
construction costs identified as the San Felipe Division Repayment Obligation as described in
Exhibit C and Exhibit D, and as described in Section 4011, subsections (a)(2)(A) and (a)(3)(A)
of the WIIN Act, and as identified in the Central Valley Project Irrigation Water Rates and/or
Municipal and Industrial Water Rates, respectively, in the Final 2021 Ratebooks, as adjusted to
reflect payments not reflected in such schedule. The Contracting Officer has computed the
Existing Capital Obligation and such amount is set forth in Exhibit “F”, which is incorporated

herein by reference;
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Contract No. 7-07-20-W0023AB-P

(o) “Full Cost Rate” shall mean an annual rate, as determined by the
Contracting Officer, that shall amortize the expenditures for construction properly allocable to
the Project irrigation or M&I functions, as appropriate, or facilities in service including all O&M
deficits funded, less payments, over such periods as may be required under Federal Reclamation
law or applicable contract provisions. Interest will accrue on both the construction expenditures
and funded O&M deficits from October 12, 1982, on costs outstanding at that date, or from the
date included in the case of costs arising subsequent to October 12, 1982, and shall be calculated
in accordance with subsections 202(3)(b) and (3)(C) of the RRA. The Full Cost Rate includes
actual operation, maintenance, and replacement costs consistent with Section 426.2 of the Rules
and Regulations of the RRA;

{p) “Municipal and Industrial Water” or “M&I Water” shall mean the use of
Project Water for municipal, industrial, and miscellaneous other purposes not falling under the
definition of Agricultural Water or within another category of water use under an applicable
Federal authority;

(g)  *M&I Full Cost Water Rate™ shall mean the Full Cost Rate applicable to
the delivery of M&I Water;

(r) “Operating Non-Federal Entity” shall mean the Operating Non-Federal
Entity(ies) and their successors or assigns, which have the obligation to operate and maintain all
or a portion of the Project facilities including the Division Facilities pursuant to written
agreements with the United States. As of the effective date of this Contract, the Operating Non-
Federal Entity(ies) were the San Luis & Delta-Mendota Water Authority with respect to certain

Delta Division Facilities, Santa Clara Valley Water District with respect to certain Division

Facilities, and the San Benito County Water District with respect to certain Division Facilities;
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(s) “Operation and Maintenance” or “O&M" shall mean normal and
reasonable care, control, operation, repair, replacement (other than capital replacement), and
maintenance of Project facilities;

(t) “Project” shall mean the Central Valley Project (CVP) owned by the
United States and managed by the Department of the Interior, Bureau of Reclamation;

(u) “Project Contractors” shall mean all parties who have contracts for water
service for Project Water from the Project with the United States pursuant to Federal
Reclamation law;

v) “Project Water” shall mean all water that is developed, diverted, stored, or
delivered by the Secretary in accordance with the statutes authorizing the Project and in
accordance with the terms and conditions of water rights acquired pursuant to California law;

(w)  “Rates” shall mean the payments determined annually by the Contracting
Officer in accordance with the then current applicable ratesetting policies for the Project, as
described in Article 8 of this Contract;

(x)  “Restoration Fund Charges” shall mean those Charges required pursuant
to Section 3407(d) of Public Law 102-575;

(y) “San Felipe Division Facilities” shall mean those existing and future
Project facilities generally west of San Luis Reservoir used to divert, store and convey water to
the Contractor(s). San Felipe Facilities are divided into reaches, as defined as follows:

(N “Reach |” or “Reach 1 Facilities” shall mean the facilities from the
Pacheco Tunnel to and including the Pacheco Bifurcation Structure, including but not limited to,

the Pacheco Pumping Plant Substation, Pacheco Pumping Plant Substation 70 kV Line, Pacheco

10
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Tunnel (including the inlet works in and under San Luis Reservoir), Pacheco Conduit and
Pacheco Bifurcation Structure;

(2)  “Reach 2" or “Reach 2 Facilities™ shall mean the facilities from,
but not including, the Pacheco Bifurcation Structure to and including the Watsonville Turnout
facility, and Santa Clara Tunnel and the portion of the Conduit;

(3)  “Reach 3" or “Reach 3 Facilities” shall mean the facilities from,
but not including, the Watsonville Turnout facility to and including the Coyote Pumping Plant,
including but not limited to, a portion of the Santa Clara Conduit, Coyote Pumping Plant, Coyote
Pumping Plant Substation and Coyote Pumping Plant 115 kV Line;

4 “San Benito Facilities” shall mean San Felipe Division Facilities
used to deliver water to the San Benito Water District exclusively, including the Hollister
Conduit and the San Justo Dam and Reservoir;

(z7  “San Felipe Division Repayment Obligation™ shall mean those San Felipe
Division reimbursable capital costs that are payable by the Contractor as described in Exhibit C
and Exhibit D;

(aa)  “Secretary” shall mean the Secretary of the Interior, a duly appointed
successor, or an authorized representative acting pursuant to any authority of the Secretary and
through any agency of the Department of the Interior;

(bb) “State” shall mean the State of California;

(cc)  “Substantial Change” shall mean a modification in, or addition to, a
project facility which involves changes in the original design intent, function, and/or operational
parameters of the facility, or changes in project benefits, including non-routine maintenance
activities that involve construction or reconstruction of a portion of the facility. These
modifications may be capitalized or non-capitalized. A substantial change is not a

characterization of the proposed action in terms of being a major or minor action as defined in
the National Environmental Policy Act.

11
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(dd) “Tiered Pricing Component” shall be the incremental amount to be paid
for each acre-foot of Water Delivered as described in subdivision (k) of Article 8 of this
Contract;

(ee) “Water Made Available” shall mean the estimated amount of Project
Water that can be delivered to the Contractor for the upcoming Year as declared by the
Contracting Officer, pursuant to subdivision {a) of Article 3 of this Contract;

(ffy  “Water Scheduled” shall mean Project Water made available to the
Contractor for which times and quantities for delivery have been established by the Contractor
and Contracting Officer, pursuant to Article 4 of this Contract;

(gg) “WIIN Repayment Obligation” for Water Delivered as Irrigation Water
shall mean the Existing Capital Obligation discounted by 'z of the Treasury rate, which shall be
the amount due and payable to the United States, pursuant to Section 4011(a)(2)(A) of the WIIN
Act; and for Water Delivered as M&I Water shall mean the amount due and payable to the
United States, pursuant to the Section 4011(a)(3)(A) of the WIIN Act.

TERM OF CONTRACT — RIGHT TO USE OF WATER

2. (a) This Contract shall be effective July 1, 2021, hereinafter known as the
“Effective Date”, and shall continue so long as the Contractor pays applicable Rates and Charges
under this Contract, consistent with Section 9(d) or 9(c}(1) of the Act of August 4, 1939 (53 Stat.
1195) as applicable, and applicable law;

(1) Provided, That the Contracting Officer shall not seek to terminate

this Contract for failure to fully or timely pay applicable Rates and Charges by the Contactor,
unless the Contracting Officer has first provided at least sixty (60) calendar days written notice

to the Contractor of such failure to pay and the Contractor has failed to cure such failure to pay,

12
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or to diligently commence and maintain full curative payments satisfactory to the Contracting
Officer within the sixty (60) calendar days’ notice period;

(2) Provided, further, That the Contracting Officer shall not seek to

suspend making water available or declaring Water Made Available pursuant to this Contract for
non-compliance by the Contractor with the terms of this Contract or Federal law, unless the
Contracting Officer has first provided at least thirty (30) calendar days written notice to the
Contractor and the Contractor has failed to cure such non-compliance, or to diligently commence
curative actions satisfactory to the Contracting Officer for a non-compliance that cannot be fully
cured within the thirty (30) calendar days’ notice period. If the Contracting Officer has
suspended making water available pursuant to this paragraph, upon cure of such non-compliance
satisfactory to the to the Contracting Officer, the Contracting Officer shall resume making water
available and declaring Water Made Available pursuant to this Contract;

(3)  Provided, further, That this Contract may be terminated at any

time by mutual consent of the parties hereto.

(b  Upon complete payment of the San Felipe Division Repayment Obligation
and the WIIN Repayment Obligation by the Contractor, and notwithstanding any Additional
Capital Obligation that may later be established, the acreage limitations, reporting, and full cost
pricing provisions of the Reclamation Reform Act of 1982, shall no longer be applicable.

()  Notwithstanding any provision of this Contract, the Contractor reserves
and shall have all rights and benefits under the Act of July 2, 1956 (70 Stat. 483), to the extent

allowed by law.
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(d)  Notwithstanding any provision of this Contract, the Contractor reserves
and shall have all rights and benefits under the Act of June 21, 1963 (77 Stat. 68), to the extent
allowed by law.

WATER TO BE FURNISHED TO THE CONTRACTOR

3. (a) The United States shall make available to the Contractor the quantities of
Agricultural Water and M&I Water specified in the schedule submitted by the Contractor in
accordance with Article 4, and the Contractor shall pay for said water at the Rates established by
the provisions of Article 8: Provided That the United States shall make available Agricultural
Water and M&I Water and the Contractor shall pay for as a minimum the total quantities set
forth in Column A of the following table, and the total annual minimum shall include at least the
annual minimum for M&I Water required in Column B of the table. The total quantity the
United States shall make available annually during the term of this Contract shall be 152,500

acre-feet, of which 119,400 acre-feet shall be M&I Water: Provided, however, That at any time

or times after the Contractor's requirement for M&I Water exceeds 119,400 acre-feet per year for
3 years in any 5-year period, any or all of the Project Water to be furnished for agricultural use
may be converted and shall be added to said 119,400 acre-feet and shall become the minimum
quantity the Contractor shall pay for as M&] Water each Year thereafter during the term of this
Contract. Years shown in the table refer to the Year of initial delivery (1988) and the following

Years.

14
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307 TABLE OF MINIMUM ANNUAL DELIVERIES

308 Column A Column B
309 Total Minimum Minimum M&I
310 Year Water Delivery Water Delivery
311 1 16,000 16,000
312 2 22,000 20,000
313 3 27,000 24,000
314 4 32,000 28,000
315 5 37,000 32,000
316 6 43,000 36,000
317 7 49,000 40,000
318 8 55,000 44,000
319 9 61,000 48,000
320 10 67,000 52,000
321 11 74,000 56,000
322 12 79,300 58,300
323 13 84,600 60,600
324 14 89,900 62,900
325 15 95,200 65,200
326 16 100,600 67,500
327 17 102,900 69,800
328 18 105,200 72,100
329 19 107,500 74,400
330 20 109,800 76,700
331 21 112,100 79,000
332 22 114,400 81,300
333 23 116,700 83,600
334 24 119,000 85,900
335 25 121,300 88,200
336 26 123,600 90,500
337 27 125,900 92,800
338 28 128,200 95,100
339 29 130,500 97,400
340 30 132,800 99,700
341 31 135,100 102,000
342 32 137,100 104,000
343 33 139,100 106,000
344 34 141,100 108,000
345 35 143,100 110,000
346 36 145,100 112,000
347 37 147,100 114,000
348 38 149,100 116,000
349 39 151,100 118,000
350 40 152,500 119,400

15
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(b) Each Year, the United States shall use all reasonable diligence to deliver
and the Contractor shall make all reasonable efforts to schedule and accept the amounts of water

necessary to satisfy the annual total minimum acre-feet set forth in the Table of Minimum

Annual Deliveries: Provided, That if the Contractor is unable in any Year to accept quantities
sufficient to satisfy the total minimum for that Year, the amount of payments for water not used
may be applied to meet the payment for water taken in excess of the minimum requirement in
any of the subsequent 5 Years but not thereafter: Provided, further, That payments for water
received in excess of the total annual minimum, excluding payments for water received pursuant
to subdivision (h) of this Article, may be used to satisfy minimum payments due during any of
the subsequent 5 Years but not thereafter.

(c) [n no event shall the United States be obligated to furnish more than
152,500 acre-feet of water during any Year of the term of this Contract: Provided, That this

quantity may be increased pursuant to subdivisions (f) and (g) of this Article: 4nd Provided

further, That this quantity may be decreased by agreement of the parties for the remainder of the
term of this Contract.

(d)  Inthe event the United States is unable to deliver the scheduled quantity
of water due to water shortage or other disruption of service and part or all of the undelivered
water was required to meet the contract minimum then the minimum for such Year will be
reduced to the amount delivered.

(e) The United States will provide the electrical capacity and energy,
hereinafter referred to as Project power, necessary to deliver Project Water to and through the
Division Facilities without any charge over and above the Rates and any adjustments thereof set

forth in Article 8 of this Contract.
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H [f the Contractor in any Year requires a quantity of water in addition to the
maximum quantity of 152,500 acre-feet per annum which the United States is obligated to
deliver to the Contractor, additional water, if water and capacity are available as determined by
the Contracting Officer, may be delivered upon receipt from the Contractor of a written request
together with a schedule indicating the desired times, uses, and quantities of water and payment
at the applicable Rates specified in Article 8 of this Contract. The delivery by the United States
and acceptance by the Contractor of such additional water shall neither entitle nor obligate the
Contractor to receive such quantities in subsequent Years.

(g)  If from time to time the Contracting Officer determines that other potential
contractors within the Division have not obligated themselves to purchase the maximum quantity
of water the Division is capable of supplying, the Contracting Officer will notify all contractors
within the Division of such unobligated supply and will make the same available on a prorated
basis to such contractors who request additional water and demonstrate a need therefor to the
satisfaction of the Contracting Officer. Any such additional quantities made available to the
Contractor shall be delivered and paid for as shall be agreed upon in writing by the parties
hereto.

(h)  The United States may furnish Project Water to the Contractor in excess of
the quantities shown in the Table of Minimum Annual Deliveries in subdivision (b) of this
Article for the purpose of replacing the historical depletion of groundwater: Provided, That
during the term of this Contract a total of 350,000 acre-feet, or an amount otherwise agreed
upon, may be provided as available from the Project for this purpose, as determined by the
Contracting Officer. All such water delivered for this purpose shall hereinafter be referred to as

replacement water and shall be paid for at the Rates established in Article 8.
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(1) The Contractor’s right pursuant to Federal Reclamation law and applicable
State law to the reasonable and beneficial use of the Water Delivered pursuant to this Contract
shall not be disturbed, and this Contract shall continue so long as the Contractor pays applicable
Rates and Charges under this Contract consistent with Section 9(d) or 9(c)(1) of the Act of
August 4, 1939 (53 Stat. 1195) as applicable, and applicable law. Nothing in the preceding
sentence shall affect the Contracting Officer’s ability to impose shortages under Article 5 or
subdivision (b) of Article 6 of this Contract.

DELIVERY SCHEDULES

4. The Contractor will submit for each Year a schedule satisfactory to the
Contracting Officer showing the quantities of water, including a separate schedule for water to
be delivered pursuant to Article 3(h), required each month during such Year. Schedules will be
submitted not later than November Ist preceding the Year covered by the schedule and at such
other times as is necessary to assure coordination of Project operation., The United States shall
notify the Contractor of concurrence with or changes to said schedule prior to December 15th
and shall attempt to deliver water in accordance with said schedules or any revision thereof
satisfactory to the Contracting Officer which are submitted to the Contracting Officer within a
reasonable time before the desired time for delivery. The inability, failure, or refusal of the
Contractor to submit a schedule shall not relieve it of its payment obligations.

MAINTENANCE OF FLOWS — TEMPORARY REDUCTIONS

5. (a) Subject to: (i) the authorized purposes and priorities of the Project and the
requirements of Federal law and (ii) the obligations of the United States under existing contracts,
or renewals thereof, providing for water deliveries from the Project, the Contracting Officer shall
make all reasonable efforts to optimize Project Water deliveries to the Contractor as provided in

this Contract.
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(b)  The United States may temporarily discontinue or reduce the quantity of
water to be furnished to the Contractor as herein provided for the purposes of investigation,
inspection, maintenance, repair, or replacement of any of the facilities necessary for the
furnishing of water to the Contractor, but so far as feasible the United States will give the
Contractor due notice in advance of such temporary discontinuance or reduction, except in case

of emergency, in which case no notice need be given: Provided, however, That the United States

shall use its best efforts to avoid any discontinuance or reduction in service for a period longer
than 3 days. Upon resumption of service after such reduction and if requested by the Contractor,
the United States will attempt to deliver the quantity of water which would have been furnished
hereunder in the absence of such contingency.

CONSTRAINTS ON THE AVAILABILITY OF WATER

6. (a) In its operation of the Project, the Contracting Officer will use all
reasonable means to guard against a Condition of Shortage in the quantity of Project Water to be
made available to the Contractor pursuant to this Contract. In the event the Contracting Officer
determines that a Condition of Shortage appears probable, the Contracting Officer will notify the
Contractor of said determination as soon as practicable.

(b) If there is a Condition of Shortage because of inaccurate runoff forecasting
or other similar operational errors affecting the Project, drought, other physical or natural causes
beyond the control of the Contracting Officer; or actions taken by the Contracting Officer to
meet current and future legal obligations, then, except as provided in Article 32 of this Contract,
no liability shall accrue against the United States or any of its officers, agents, or employees for
any damage, direct or indirect, arising therefrom .

(c) In any Year that the Contracting Officer determines there is a shortage in
the quantity of water available to Project Contractors, the Contracting Officer will apportion
available water among the water users capable of receiving water from the same Project facilities
by reducing deliveries to all such water users by the same percentage, unless the Contracting

Officer is prohibited by existing contracts, Project authorizations, or the Contracting Officer

determines that some other method of apportionment is required to prevent undue hardship. In
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the event reduced deliveries within the Division are necessary, Project Water furnished under
this Contract for M&I purposes will be allocated in accordance with the CVP M&I Water
Shortage Policy. Such Policy shall be amended, modified, or superseded only through public
notice and comment procedure.

(dy  If operation of the Project to meet legally required Delta water quality
control standards, including Federally adopted water quality standards, results in a shortage in
water supply and requires a reduction in deliveries of water to the Contractor under this Contract,
such reductions will be made in accordance with subdivision (c) of this Article and shall not be
deemed a breach hereof.

POINT OF DELIVERY - MEASUREMENT — RESPONSIBILITY FOR DISTRIBUTION

7. (a) Project Water scheduled as provided in Article 4 of this Contract
shall be made available to the Contractor, pursuant to this Contract, at the Contractor’s
headworks on the San Felipe Division Facilities and/or any additional point or points of delivery
either on Project facilities or another location or locations, mutually agreed to in writing by the
Contracting Officer and the Contractor. Such additional point or points of delivery shall be set
forth in Exhibit “E”, which may be revised without amending this Contract.

(b) The Contractor shall construct and install, without cost or expense to the

United States, suitable connection facilities required by the Contractor to take and convey the
water from the turnouts. The Contractor will furnish for approval of the Contracting Officer
drawings showing the construction to be performed by the Contractor within the United States
right-of-way 3 months before issuance of the invitations for bids. The facilities may be installed,
operated, and maintained on or across the United States right-of-way subject to such restrictions
and regulations as to type, location, method of installation, operation, and maintenance as may be

prescribed by the Contracting Officer.
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(c) All Water Delivered to the Contractor shall be measured by the Contractor
or the Contracting Officer’s designee at the first measuring device installed on the San Felipe
Division Facilities at or downstream from the Contractor’s primary point of delivery and at other
point or points satisfactory to the Contracting Officer with equipment furnished and installed by
the Contractor, Contracting Officer’s designee, or the United States. The measuring equipment
shall be operated and maintained in proper condition for accurate measurement by the Contractor
at its expense. The United States shall have access to the measuring equipment it furnished at all
reasonable times.

(N Water Delivered to the Contractor through Non-Project Facilities
shall be measured by the Contractor or the Contracting Officer’s designee at a measuring point
or points agreed to in writing by the Contracting Officer. Measuring equipment, subject to
approval of the Contracting Officer, will be purchased, installed, operated and maintained in
proper condition for accurate measurement at the Contractor’s expense. The United States shall
have reasonable access to the measuring equipment.

(d)  The quantity of Project Water furnished to the Contractor exclusive of
replacement water shall be determined as follows:

(N (A)  The Contractor has established a measuring program
satisfactory to the Contracting Officer. The Contractor shall ensure that all surface water
delivered for irrigation purposes to the Contractor's customers within the Contractor's Service
Area is measured at each agricultural turnout and such water delivered for M&I purposes to the
Contractor's customers is measured at each M&I service connection. The water measuring
devices or water measuring methods of comparable effectiveness must be acceptable to the

Contracting Officer. The Contractor shall be responsible for ensuring that its retail customers are
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installing, operating, and maintaining and repairing all measuring devices and implementing all
water measuring methods at no cost to the United States. The Contractor shall use the
information obtained from such water measuring devices or water measuring methods to ensure
its proper management of the water, to bill water users for water delivered by the Contractor;
and, if applicable, to record water delivered for M&I purposes by customer class as defined in
the Contractor's water conservation plan provided for in Article 43 of this Contract. Nothing
herein contained, however, shall preclude the Contractor from establishing and collecting any
charges, assessments, or other revenues authorized by California law. The Contractor shall
include a summary of all its annual surface water deliveries in the annual report described in
subdivision (c) of Article 43 of this Contract.

(B)  To the extent the information has not otherwise been
provided, upon the effective date of this Contract, the Contractor shall provide to the Contracting
Officer a written report describing the measurement devices or water measuring methods being
used or to be used to implement subdivision (d)(1)(i) of this Article and identifying the
agricultural turnouts and the M&I service connections or alternative measurement programs
approved by the Contracting Officer, at which such measurement devices or water measuring
methods are being used, and, if applicable, identifying the locations at which such devices and/or
methods are not yet being used including a time schedule for implementation at such locations.
The Contracting Officer shall advise the Contractor in writing within 60 days as to the adequacy,
and necessary modifications, if any, of the measuring devices or water measuring methods
identified in the Contractor’s report and if the Contracting Officer does not respond in such time,
they shall be deemed adequate. [f the Contracting Officer notifies the Contractor that the

measuring devices or methods are inadequate, the parties shall within 60 days following the
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Contracting Officer's response, negotiate in good faith the earliest practicable date by which the
Contractor shall modify said measuring devices and/or measuring methods as required by the
Contracting Officer to ensure compliance with subdivision (d)(1)(i) of this Article.

(C)  All new surface water delivery systems installed within the
Contractor's Service Area after the effective date of this Contract shall also comply with the
measurement provisions described in subdivision (d)(1)(i) of this Article.

(D)  The Contractor shall inform the Contracting Officer and the
State of California in writing by April 30 of each Year of the monthly volume of surface water
delivered within the Contractor's Service Area during the previous Year.

(E)  The Contractor shall inform the Contracting Officer and the
Operating Non-Federal Entity on or before the 20th calendar day of each month of the quantity
of Agricultural Water and M&I Water taken during the preceding month.

(2)  The amount of Project Water delivered by the United States in any

Year which is used for groundwater recharge shall be equal to the difference between the total
amount delivered to the Contractor in that Year and the total of the direct deliveries by the
Contractor determined in accordance with subdivision (d)(1) of this Article. The Contractor will
cause determinations of groundwater extractions and use to be made and recorded and will cause
the water surface elevations in the groundwater basins to be recorded, all in a manner satisfactory
to the Contracting Officer. The installation, operation, and maintenance of all measuring devices
and all computations of amounts of water re-charged and extracted shall be made without cost or
expense to the United States. The United States shall have the same rights with respect to the
investigations and testing of said measuring devices and records as are set forth in subdivision

(d)(1) of this Article. Prior to April 30 of each Year, the Contractor will submit to the
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Contracting Officer a report setting forth the amount of Project Water recharged by the
Contractor and the quantities of water that were pumped from the basins and put toc M&I and
agricultural use respectively during the preceding Year. The quantities of Project Water
recharged in each basin shall be computed annually by prorating between M&I Water and
Agricultural Water in the same proportion that the water pumped from the basin and used for

each of said purposes bears to the total water pumped from the basin in that Year: Provided That

the Contractor shall not divide the Contractor’s Service Area into more than three basins for

accounting purposes: Provided, further, That firm supplies of water purchased by the Contractor

from the State of California or the City and County of San Francisco shall be deemed to be Mé&I
and any such water percolated will be subtracted from the M&I Water pumped prior to
computation of Project Water use but surplus water purchased from the State of California and
percolated to the underground will not be subtracted.

(e) The quantity of replacement water shall be either that quantity of water
scheduled by the Contractor and approved by the Contracting Officer to be used for groundwater
replacement, or as otherwise agreed upon.

(H The Contractor shall maintain, in a manner satisfactory to the Contracting
Officer, monthly records of the quantities of water determined pursuant to Section (c) of this
Article and will submit a report to the Contracting Officer before the 7th day of the following
month.

(g)  The United States shall not be responsible for the control, carriage,
handling, use, disposal, or distribution of water beyond the point of delivery, and the Contractor
shall hold the United States harmless on account of damage or claim of damage of any nature

whatsoever for which there is legal responsibility, including property damage, personal injury or
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death arising out of or connected with the control, carriage, handling, use, disposal, or
distribution of such water beyond said points of delivery.

RATES AND METHOD OF PAYMENT FOR WATER AND ACCELERATED REPAYMENT
OF FACILITIES

8. (a)  Notwithstanding the Contractor’s full prepayment of the WIIN Repayment
Obligation pursuant to Section 4011, subsection (a)(2)(A) and subsection (a}(3)(A) of the WIIN
Act, as set forth in Exhibit “F”, and any payments required pursuant to Section 4011, subsection
(b) of the WIIN Act, to reflect the adjustment for the final cost allocation as described in this
Article, subdivision (b), the Contractor’s Project construction and other cost obligations shall be
determined in accordance with: (i) the Secretary’s ratesetting policy for Irrigation Water adopted
in 1988 and the Secretary's then-existing ratesetting policy for M&I Water, consistent with the
WIIN Act; and such ratesetting policies shall be amended, modified, or superseded only through
a public notice and comment procedure; (ii) applicable Federal Reclamation law and associated
rules and regulations, or policies, and (iii) other applicable provisions of this Contract. Payments
shall be made by cash transaction, electronic funds transfers, or any other mechanism as may be
agreed to in writing by the Contractor and the Contracting Officer. The Rates, Charges, and
Tiered Pricing Component applicable to the Contractor upon execution of this Contract are set
forth in Exhibit “B”, as may be revised annually.

(1)  The Contractor shall pay the United States as provided for in this
Article of this Contract for all Delivered Water at Rates, Charges, and Tiered Pricing Component
in accordance with policies for Irrigation Water and M&I Water. The Contractor’s Rates shall
be established to recover its estimated reimbursable costs included in the Operation and
Maintenance component of the Rate and amounts established to recover deficits and other

Charges, if any, including construction costs as identified in the following subdivisions.
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(2) In accordance with the WIIN Act, the Contractor’s allocable share
of Project construction costs will be repaid pursuant to the provisions of this Contract.

(A)  The amount due and payable to the United States, pursuant
to the WIIN Act, shall be the WIIN Repayment Obligation. The WIIN Repayment Obligation
has been computed by the Contracting Officer in a manner consistent with the WIIN Act and is
set forth as a lump sum payment (M&] and Irrigation) and as four (4) approximately equal
annual installments (Irrigation Only) to be repaid no later than three (3) years after the Effective
Date of this Contract as set forth in Exhibit “F”. The WIIN Repayment Obligation is due in
lump sum by August 30, 2021 as provided by the WIIN Act. The Contractor must provide
appropriate notice to the Contracting Officer in writing no later than thirty (30) days prior to the
Effective Date if electing to repay the amount due using the lump sum alternative. If such notice
is not provided by such date, the Contractor shall be deemed to have elected the installment
payment alternative, in which case, the first such payment shall be made no later than August 30,
2021. The second payment shall be made no later than the first anniversary of the first payment
date. The third payment shall be made no later than the second anniversary of the first payment
date. The final payment shall be made no later than July 1, 2024. If the installment payment
option is elected by the Contractor, the Contractor may pre-pay the remaining portion of the
WIIN Repayment Obligation by giving the Contracting Officer sixty (60) days written notice, in
which case, the Contracting Officer shall re-compute the remaining amount due to reflect the
pre-payment using the same methodology as was used to compute the initial annual installment
payment amount, which is illustrated in Exhibit “F”. Notwithstanding any Additional Capital

Obligation that may later be established, receipt of the Contractor’s payment of the WIIN
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Repayment Obligation to the United States shall fully and permanently satisfy the Existing
Capital Obligation.

(B)  Additional Capital Obligations that are not reflected in
Exhibit “F”, which addresses the WIIN Repayment Obligation, and are properly assignable to
the Contractor, shall be repaid as prescribed by the WIIN Act without interest except as required
by law. Consistent with Federal Reclamation law, interest shall continue to accrue on the M&I
portion of the Additional Capital Obligation assigned to the Contractor until such costs are paid.
Increases or decreases in the Additional Capital Obligation assigned to the Contractor caused
solely by annual adjustment of the Additional Capital Obligation assigned to each Project
contractor by the Secretary shall not be considered in determining the amounts to be paid
pursuant to this subdivision (a){(2)(B), however, will be considered under subdivision (b) of this
Article. A separate agreement shall be established by the Contractor and the Contracting Officer
to accomplish repayment of the Additional Capital Obligation assigned to the Contractor within
the timeframe prescribed by the WIIN Act, subject to the following:

(1)  Ifthe collective Additional Capital Obligation
properly assignable to the contractors exercising conversion under Section 4011 of the WIIN Act
is less than five million doliars ($5,000,000), then the portion of such costs properly assignable
to the Contractor shall be repaid not more than five (5)-years after the Contracting Officer

notifies the Contractor of the Additional Capital Obligation; Provided, That the reference to the

amount of five million dollars ($5,000,000) shall not be a precedent in any other context.
(2)  If the collective Additional Capital Obligation
properly assignable to the contractors exercising conversion under Section 4011 of the WIIN Act

is equal to or greater than five million dollars ($5,000,000), then the portion of such costs
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properly assignable to the Contractor shall be repaid as provided by applicable Federal
Reclamation law and Project ratesetting policy; Provided, That the reference to the amount of
five million dollars ($5,000,000) shall not be a precedent in any other context.

(b)  In the event that the final cost allocation referenced in Section 4011(b) of
the WIIN Act determines that the costs properly assignable to the Contractor are greater than
what has been paid by the Contractor, the Contractor shall be obligated to pay the remaining
allocated costs. The term of such additional repayment contract shall be not less than one (1)
year and not more than ten (10) years, however, mutually agreeable provisions regarding the rate
of repayment of such amount may be developed by the Contractor and Contracting Officer. In
the event that the final cost allocation indicates that the costs properly assignable to the
Contractor are less than what the Contractor has paid, the Contracting Officer shall credit such
overpayment as an offset against any outstanding or future obligations of the Contractor, with the
exception of Restoration Fund Charges pursuant to Section 3407(d) of Public Law 102-575.

(¢}  The Contracting Officer shall notify the Contractor of the Rates, Charges,
and Tiered Pricing Component as follows:

(1)  Prior to July | of each Calendar Year, the Contracting Officer shall
provide the Contractor an estimate of the Charges for Project Water that will be applied to the
period October 1, of the current Calendar Year, through September 30, of the following Calendar
Year, and the basis for such estimate. The Contractor shall be allowed not less than two months
to review and comment on such estimates. On or before September 15 of each Calendar Year,
the Contracting Officer shall notify the Contractor in writing of the Charges to be in effect during
the period October | of the current Calendar Year, through September 30, of the following

Calendar Year, and such notification shall revise Exhibit "B."
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) Prior to October | of each Calendar Year, the Contracting Officer
shall make availablie to the Contractor an estimate of the Rates and Tiered Pricing Component
for Project Water for the following Year and the computations and cost allocations upon which
those Rates are based. The Contractor shall be allowed not less than two months to review and
comment on such computations and cost allocations. By December 31 of each Calendar Year,
the Contracting Officer shall provide the Contractor with the final Rates and Tiered Pricing
Component to be in effect for the upcoming Year, and such notification shall revise Exhibit “B.”

(d) At the time the Contractor submits the initial schedule for the delivery of Project
Water for each Year pursuant to Article 4 of this Contract, the Contractor shall make an advance
payment to the United States equal to the total amount payable pursuant to the applicable Rate(s)
set under subdivision (a) of this Article, for the Project Water scheduled to be delivered pursuant
to this Contract during the first two calendar months of the Year. Before the end of the first
month and before the end of each calendar month thereafter, the Contractor shall make an
advance payment to the United States, at the Rate(s) set under subdivision (a) of this Article, for
the water scheduled to be delivered pursuant to this Contract during the second month
immediately following. Adjustments between advance payments for water scheduled and
payments at Rates due for Water Delivered shall be made before the end of the following month;

Provided, That any revised schedule submitted by the Contractor pursuant to Article 4 of this

Contract which increases the amount of Water Delivered pursuant to this Contract during any
month shall be accompanied with appropriate advance payment, at the Rates then in effect, to
assure that Project Water is not delivered to the Contractor in advance of such payment. In any
month in which the quantity of Water Delivered to the Contractor pursuant to this Contract

equals the quantity of water scheduled and paid for by the Contractor, no additional Project
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Water shall be delivered to the Contractor unless and an advance payment at the Rates then in
effect for such additional Project Water is made. Final adjustment between the advance
payments for the water scheduled and payments for the quantities of Water Delivered during
each Year pursuant to this Contract shall be made as soon as practicable but no later than April
30th of the following Year.

(e) The Contractor shall also make a payment in addition to the Rate(s) in
subdivision (c) of this Article to the United States for Water Delivered, at the Charges and the
appropriate Tiered Pricing Component then in effect, before the end of the month following the

month of delivery; Provided, That the Contractor may be granted an exception from the Tiered

Pricing Component pursuant to subdivision (k)(2} of this Article. The payments shall be
consistent with the quantities of Agricultural Water and M&I Water delivered as shown in the
water delivery report for the subject month prepared by the Operating Non-Federal Entity(ies) or,
if there is no Operating Non-Federal Entity, by the Contracting Officer. The water delivery
report shall be deemed a bill for the payment of Charges and the applicable Tiered Pricing
Component for Water Delivered. Adjustment for overpayment or underpayment of Charges
shall be made through the adjustment of payments due to the United States for Charges for the
next month. Any amount to be paid for past due payment of Charges and the Tiered Pricing
Component shall be computed pursuant to Article 11 of this Contract.

(0 The Contractor shall pay for any Water Delivered under subdivision (f) or
(g) of Article 3 of this Contract as determined by the Contracting Officer pursuant to applicable
statutes, associated regulations, any applicable provisions or guidelines or ratesetting policies;

Provided, That the Rate for Water Delivered under subdivision (f) or (g) of Article 3 of this

30
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Contract shall be no more than the otherwise applicable Rate for Agricultural Water or M&I
Water under subdivision (a) of this Article;

(g)  Payments to be made by the Contractor to the United States under this
Contract may be paid from any revenues available to the Contractor.

(h) All revenues received by the United States from the Contractor relating to
the delivery of Project Water or the delivery of non-Project Water through Project facilities shall
be allocated and applied in accordance with Federal Reclamation law and the associated rules or
regulations, and the then current Project ratesetting policies for M&I Water or Agricultural
Water.

)] The Contracting Officer shall keep its accounts pertaining to the
administration of the financial terms and conditions of its long-term contracts, in accordance
with applicable Federal standards, so as to reflect the application of Project costs and revenues.
The Contracting Officer shall, each Year upon request of the Contractor, provide to the
Contractor a detatled accounting of all Project and Contractor expense allocations, the
disposition of all Project and Contractor revenues, and a summary of all water delivery
information. The Contracting Officer and the Contractor shall enter into good faith negotiations
to resolve any discrepancies or disputes relating to accountings, reports, or information.

M The parties acknowledge and agree that the efficient administration of this
Contract is their mutual goal. Recognizing that experience has demonstrated that mechanisms,
policies, and procedures used for establishing Rates, Charges, and Tiered Pricing Component,
and/or for making and allocating payments, other than those set forth in this Article may be in

the mutual best interest of the parties, it is expressly agreed that the parties may enter into
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agreements to modify the mechanisms, policies, and procedures for any of those purposes while
this Contract is in effect without amending this Contract.

(k) (1) Beginning at such time as deliveries of Project Water in a Year
exceed 80 percent of the total available pursuant to this Contract, then before the end of the
month following the month of delivery the Contractor shall make an additional payment to the
United States equal to the applicable Tiered Pricing Component. The Tiered Pricing Component
for the amount of Water Delivered in excess of 80 percent of the total available pursuant to this
Contract, but less than or equal to 90 percent of that total, shall equal one-half of the difference
between the Rate established under subdivision (a) of this Article and the Full Cost Rate for
Agricultural Water or Full Cost Rate for M&I Water, whichever is applicable. The Tiered
Pricing Component for the amount of Water Delivered which exceeds 90 percent of the total
available pursuant to this Contract shall equal the difference between (i) the Rate established
under subdivision (a) of this Article and (ii) the Full Cost Rate for Agricultural Water or Full
Cost Rate for M&I Water, whichever is applicable.

(2)  Subject to the Contracting Officer's written approval, the
Contractor may request and receive an exemption from such Tiered Pricing Component for
Project Water delivered to produce a crop which the Contracting Officer determines will provide
significant and quantifiable habitat values for waterfowl in fields where the water is used and the
crops are produced; Provided, That the exemption from the Tiered Pricing Component for
Agricultural Water shall apply only if such habitat values can be assured consistent with the
purposes of the CVPIA through binding agreements executed with or approved by the

Contracting Officer prior to use of such water.
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(3)  For purposes of determining the applicability of the Tiered Pricing
Component pursuant to this Article, Water Delivered shall include Project Water that the
Contractor transfers to others and Project Water provided to the Contractor pursuant to
subdivision (g) of Article 3 of this Contract, but shall not include Project Water transferred to the
Contractor.

(y] For the term of this Contract, Rates applied under the respective
ratesetting policies will be established to recover only reimbursable O&M (including any
deficits) and capital costs of the Project, as those terms are used in the then-current Project
ratesetting policies, and interest, where appropriate, except in instances where a minimum Rate is
applicable in accordance with the relevant Project ratesetting policy. Changes of significance in
practices which implement the Contracting Officer's ratesetting policies will not be implemented
until the Contracting Officer has provided the Contractor an opportunity to discuss the nature,
need, and impact of the proposed change.

(m)  Except as provided in subsections 3405(a)(1)(B) and 3405(f) of the
CVPIA, the Rates for Project Water transferred by the Contractor shall be the Contractor's Rates
adjusted upward or downward to reflect the changed costs, if any, incurred by the Contracting
Officer in the delivery of the transferred Project Water to the transferee's point of delivery in
accordance with the then applicable Project ratesetting policy. If the Contractor is receiving
lower Rates and Charges because of inability to pay and is transferring Project Water to another
entity whose Rates and Charges are not adjusted due to inability to pay, the Rates and Charges
for transferred Project Water shall not be adjusted to reflect the Contractor's inability to pay.

(n) Pursuant to the Act of October 27, 1986 (100 Stat. 3050), the Contracting

Officer is authorized to adjust determinations of ability to pay every five years.
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SAN FELIPE DIVISION REPAYMENT OBLIGATION

The Contractor's repayment obligation is described below:

9. (a) Repayment of San Felipe Division Facilities. The Contractor and San
Benito County Water District entered into contracts with the United States committing to repay
their separate, individual share of the total reimbursable capital costs for the San Felipe Division
Facilities. These contracts collectively provide for repayment of the unpaid reimbursable capital
costs as of September 30, 2006. Until the final accounting of such costs is available, the
Contractor's and San Benito County Water District's interim repayment terms will be based on
the September 30, 2004, reimbursable capital costs for the San Felipe Division Facilities, which
totaled $319,417,648, as shown on Exhibit C, which exhibit may be revised by mutual agreement
of the parties and San Benito County Water District without amending this Contract. These
reimbursable capital costs for the San Felipe Division Facilities are summarized below:

(1)  Reach 1 Facilities. The total reimbursable capital cost of Reach 1
Facilities including allocated interest during construction as of September 30, 2004, is
$154,767,564.

(2)  Reach 2 Facilities and Reach 3 Facilities. The total reimbursable
capital cost of Reach 2 Facilities and Reach 3 Facilities including allocated interest during
construction, as of September 30, 2004, is $102,546,257.

(3)  San Benito Facilities. The total reimbursable capital costs of the
San Benito Facilities including allocated interest during construction as of September 30, 2004,
is $62,103,817.

(4)  Interest During Construction. The reimbursable San Felipe

Division interest during construction, as of September 30, 2004, is $32,227,149.
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(b) Final Accounting for San Felipe Division Facilities. In the event that the
September 30, 2006, final accounting of the unpaid reimbursable capital costs for the San Felipe
Division Facilities is not available by December 31, 2007, the Contractor's and San Benito
County Water District's repayment obligations will be based on the most recent total
reimbursable capital costs available, and include all payments through December 31, 2007.

(c) San Felipe Division Facilities Interest Rates. The interest rate for the
Pacheco Tunnel Inlet used for M&I purposes is 3.137 percent per annum. The interest rate for
the San Felipe Division Facilities, not including the Pacheco Tunnel Inlet, used for M&!
purposes is 3.50 percent per annum. Any calculation or recalculation of the semi-annual
payment schedule shown in Exhibit D in this Contract, or in any subsequent renewed or amended
contract during the remainder of the 50-year repayment period, shall be based on these interest
rates.

(d) Repayment of Unpaid Capital Interest. The Contractor shall pay for

unpaid capital interest, consistent with the “Agreement Among the United States. City of Fresno.
City of Coalinga. Contra Costa Water District. Keswick County Service Area #25, Mountain

Gate Community Services District. Sacramento Municipal Utility District. San Juan Water

District, Santa Clara Valley Water District. Shasta County Water Agency. and City of Tracy for

Settlement of the CVP M&I Ratesetting Lawsuit” entered into in 2005 to resolve City of Fresno

v. United States, Civ. No. F-03-5350 (E.D.Cal). As specified in the settlement agreement, the
interest rate for the unpaid balance shall be 3.50 percent per annum.
(e) San Felipe Division Repayment Obligation and Annual Payment

Schedule.
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(1)  Interim San Felipe Division Repayment Obligation. The
Contractor's interim repayment obligation will be computed by totaling its separate, individual
share of reimbursable capital costs for Reach 1 Facilities, Reach 2 Facilities and Reach 3
Facilities, as of September 30, 2004, shown on Exhibit C, plus its unpaid capital interest, minus
its accumulated repayment as of September 30, 2004. The Contractor's semiannual payment
schedule shown on Exhibit D reflects a stepped repayment structure. Reach 1 Facilities costs are
allocated 81.02% to the Contractor, and Reach 1 Facilities interest during construction (IDC)
costs are allocated 94.816% to the Contractor.

(2)  Final San Felipe Division Repayment Obligation. Using the same
allocation of Reach 1 Facilities cost to the Contractor and the same stepped repayment structure
as in subparagraph (e)(1 ), the Contractor's final San Felipe Division Repayment Obligation will
be computed by totaling its separate, individual share of reimbursable capital costs for Reach 1
Facilities, Reach 2 Facilities and Reach 3 Facilities, as of September 30, 2006, plus its final
balance of unpaid capital interest, minus its final accumulated repayment. The reimbursable San
Felipe Division capital costs shown on Exhibit C, and the Contractor's semi-annual payment
schedule on Exhibit D will be revised in a manner consistent with the above, without amending
this Contract.

() Supplemental Payments and Relief from Payment Schedule.

(1)  The Contractor may, at any time prior to the expiration of this
Contract, make supplemental payment(s) of all or part of the unpaid balance for any or part of
the Contractor's share of Reach [ Facilities, Reach 2 Facilities or Reach 3 Facilities, or its unpaid

capital interest, in which case the repayment schedule in Exhibit D will be shortened and will
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maintain the same stepped repayment structure over the remaining repayment period. Exhibit D
may be revised by mutual agreement of the Parties without amending this Contract.

(2)  If circumstances arise that compromise the Contractor's ability to
make payments according to Exhibit D, the Contractor may request a deferment of said
payments consistent with Reclamation law, and if approved, Exhibit D shall be revised
accordingly by mutual agreement without amending this Contract.

(g)  Upon repayment of the amounts required under this Article, the Contractor
shall have no further repayment obligations associated with the capital costs of the San Felipe
Division Facilities or unpaid capital interest.

ADJUSTMENTS

10.  The amount of any payment by the Contractor during any Year over the amount
the Contractor otherwise under the provisions of this Contract would have been required to pay,
as conclusively determined by the Contracting Officer, shall be applied first to any accrued
indebtedness arising out of this Contract then due and owing to the United States by the
Contractor, and any amount of such overpayment then remaining, at the option of the Contractor,
shall be refunded to the Contractor or credited upon amounts to become due to the United States

from the Contractor in the ensuing Year under the provisions hereof.

CHARGES FOR DELINQUENT PAYMENTS

11,  (a) The Contractor shall be subject to interest, administrative, and penalty
charges on delinquent payments. If a payment is not received by the due date, the Contractor
shall pay an interest charge on the delinquent payment for each day the payment is delinquent
beyond the due date. If a payment becomes 60 days delinquent, the Contractor shall pay, in
addition to the interest charge, an administrative charge to cover additional costs of billing and
processing the delinquent payment. If a payment is delinquent 90 days or more, the Contractor
shall pay, in addition to the interest and administrative charges, a penalty charge for each day the
payment is delinquent beyond the due date, based on the remaining balance of the payment due
at the rate of 6 percent per year. The Contractor shall also pay any fees incurred for debt
collection services associated with a delinquent payment.
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(b)  The interest rate charged shall be the greater of either the rate prescribed
quarterly in the Federal Register by the Department of the Treasury for application to overdue
payments, or the interest rate of 0.5 percent per month. The interest rate charged will be
determined as of the due date and remain fixed for the duration of the delinquent period.

(c) When a partial payment on a delinquent account is received, the amount
received shall be applied first to the penalty charges, second to the administrative charges, third
to the accrued interest, and finally to the overdue payment.

EXCHANGES OF WATER

12, The Contractor may from time to time, with the prior written approval of the
Contracting Officer, enter into contracts, transfers, or exchanges with other contractors for a
water supply from the Project which would have the effect of providing additional Project Water
to the Contractor, or which would have the effect of transferring water furnished or delivered
hereunder to other parties having contracts with the United States for water from the Project.

CONVEYANCE OF NON-PROJECT WATER

13.  The Contractor shall have the right to use Division Facilities to convey non-

Project water, subject, however, to each of the following conditions:

(a) The Contractor and the Contracting Officer shall agree upon the charge to
be paid by the Contractor prior to the use of the Facilities;

(b) Such conveyance shall not interfere with deliveries of Project Water to the
Contractor or to any other user of the Facilities;

(c) Arrangements for power necessary to convey such water shall be the
responsibility of the Contractor;

(d}  The United States shall not incur any liability
or unreimbursed cost or expense thereby; and

(e) To the extent that non-Project water conveyed through Division Facilities
is directly applied to land for agricultural use, such water shall be subject to subdivision (b) of

Article 44 of this Contract.
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OPERATION AND MAINTENANCE BY OPERATING NON-FEDERAL ENTITY

14. (a)  The Operation and Maintenance of a portion of the Project facilities which
serve the Contractor, and responsibility for funding a portion of the costs of such O&M, have
been transferred to the San Luis & Delta-Mendota Water Authority, an Operating Non-Federal
Entity by separate agreement (8-07-20-X0354-X) between the United States and the Operating
Non-Federal Entity San Luis & Delta-Mendota Water Authority. That separate agreement shall
not interfere with or affect the rights or obligations of the Contractor or the United States
hereunder.

(b)  The Contracting Officer has previously notified the Contractor in writing
that the Operation and Maintenance of a portion of the Project facilities which serve the
Contractor has been transferred to the Operating Non-Federal Entity San Luis & Delta-Mendota
Water Authority, and therefore, the Contractor shall pay directly to the Operating Non-Federal
Entity San Luis & Delta-Mendota Water Authority, or to any successor approved by the
Contracting Officer under the terms and conditions of the separate agreement between the United
States and the Operating Non-Federal Entity San Luis & Delta-Mendota Water Authority
described in subdivision (a) of this Article, all rates, charges, or assessments of any kind,
including any assessment for reserve funds, which the Operating Non-Federal Entity San Luis &
Delta-Mendota Water Authority or such successor determines, sets, or establishes for the O&M
of the portion of the Project facilities operated and maintained by the Operating Non-Federal
Entity San Luis & Delta-Mendota Water Authority or such successor. Such direct payments to
the Operating Non-Federal Entity San Luis & Delta-Mendota Water Authority or such successor
shall not relieve the Contractor of its obligation to pay directly to the United States the
Contractor's share of the Project Rates, Charges, and Tiered Pricing Component except to the

extent the Operating Non-Federal Entity San Luis & Delta-Mendota Water Authority collects
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payments on behalf of the United States in accordance with the separate agreement identified in
subdivision (a) of this Article.

(c) For so long as the O&M of any portion of the Project facilities serving the
Contractor is performed by the Operating Non-Federal Entity San Luis & Delta-Mendota Water
Authority, or any successor thereto, the Contracting Officer shall adjust those components of the
Rates for Water Delivered under this Contract representing the cost associated with the activity
being performed by the Operating Non-Federal Entity San Luis & Delta-Mendota Water
Authority or its successor.

(d)  Inthe event the O&M of the Project facilities operated and maintained by
the Operating Non-Federal Entity San Luis & Delta-Mendota Water Authority is re-assumed by
the United States during the term of this Contract, the Contracting Officer shall so notify the
Contractor, in writing, and present to the Contractor a revised Exhibit “B” which shall include
the portion of the Rates to be paid by the Contractor for Project Water under this Contract
representing the O&M costs of the portion of such Project facilities which have been re-assumed.
The Contractor shall, thereafter, in the absence of written notification from the Contracting
Officer to the contrary, pay the Rates, Charges, and Tiered Pricing Component specified in the
revised Exhibit “B” directly to the United States in compliance with Article 8 of this Contract.

OPERATION AND MAINTENANCE OF TRANSFERRED WORKS

15,  (a) Upoen substantial completion of the San Felipe Division Facilities, or as
otherwise determined by the Contracting Officer, and following written notification, the care,
operation, and maintenance of any or all of those San Felipe Division Facilities may be
transferred to the Contractor. Title to the transferred works will remain in the name of the
United States, unless otherwise provided by the Congress of the United States.

Facilities transferred by this Contract include Reach 2 Facilities and Reach 3 Facilities as shown

in Exhibit G.
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(b) The Contractor, without expense to the United States, will care for,
operate, and maintain the transferred works in full compliance with the terms of this Contract
and in such a manner that the transferred works remain in good and efficient condition.

(1)  The United States shall be responsible for major repair or
replacement of transferred works and other Division works required as a result of disaster or
obsolescence, as determined by the Contracting Officer.

(c)  Necessary repairs of the transferred works shall be made promptly by the
Contractor. In case of unusual conditions or serious deficiencies in the care, operation, and
maintenance of the transferred works threatening or causing interruption of water service, the
Contracting Officer may issue to the Contractor a special written notice of those necessary
repairs. Except in the case of an emergency, the Contractor will be given 60 days to either: 1)
make the necessary repairs; or 2) submit a plan for accomplishing the repairs acceptable to the
Contracting Officer that contains a timeframe for completing the necessary repairs. In the case
of an emergency the written notice of necessary repairs will include a timeframe for completion
of the repairs. If the Contractor fails to either: 1) make the necessary repairs within the identified
timeframe; or 2) submit a plan for accomplishing the repairs acceptable to the Contracting
Officer within 60 days of receipt of the notice and accomplish the repairs within the timeframe
identified therein, the Contracting Officer may cause the repairs to be made, and the cost of those
repairs shall be paid by the Contractor as directed by the Contracting Officer.

(d)  The Contractor shall not make any Substantial Changes in the transferred
works without first obtaining written consent of the Contracting Officer. The Contractor will
take all reasonable measures to prevent any unauthorized encroachment on Project land and
rights-of-way and address any such encroachment as soon as the Contractor becomes aware of its
existence.

()  The Contractor agrees to indemnify the United States for, and hold the
United States and all of its representatives harmless from, all damages resulting from suits,
actions, or claims of any character, except for intentional torts committed by employees of the
United States, brought on account of any injury to any person or property arising out of any act,
omission, neglect, or misconduct in the manner or method of performing any construction, care,
operation, maintenance, supervision, examination, inspection, or other duties of the Contractor or
the United States on transferred works required under this Contract, regardless of who performs
those duties;

Provided, That for the purposes of this Article 15(e), the term “Intentional torts” includes acts or
omissions under California law that constitute gross or willful misconduct, gross or willful

negligence, and sole negligence; and, provided further, that the term “employees of the United
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States,” includes agents and independent contractors who are directly responsible to the United
States.

() The Contractor will cooperate with the Contracting Officer in
implementing an effective dam safety program. The United States agrees to provide the
Contractor and the appropriate agency of the State or States in which the Project facilities are
located with design data, designs, and an operating plan for the dam(s) and related facilities
consistent with the current memorandum of understanding between the United States and the
State of California relating to the coordination of planning, design, construction, operation, and
maintenance processes for dams and related facilities.

(g) Inthe event the Contractor is found to be operating the transferred works
or any part thereof in violation of this Contract or the Contractor is found to be failing any
financial commitments or other commmitments to the United States under the terms and conditions
of this Contract, then upon the election of the Contracting Officer, the United States may take
over from the Contractor the care, operation, and maintenance of the transferred works by giving
written notice to the Contractor of such election and the effective date thereof. Thereafter,
during the period of operation by the United States, upon notification by the Contracting Officer
the Contractor will pay to the United States, annually in advance, the cost of Operation and
Maintenance of the works as determined by the Contracting Officer. Following written
notification from the Contracting Officer the care, operation, and maintenance of the works may
be transferred back to the Contractor,

(1 If such advances payments are inadequate to properly care for,
operate, and maintain the transferred works to the end of any Year, the Contracting Officer may
give written notice of a supplemental Operation and Maintenance charge and the Contractor shall
pay its share of such amount on or before the date specified in said notice. The Contractor shall
provide for the collection of sufficient Operation and Maintenance or toll charges to pay all such
bills to the United States within the time stated herein in addition to providing the necessary
funds to meet the other obligations of the Contractor. Any amount of such advances remaining
unexpended or unobligated shall, at the option of the Contractor, either be refunded or credited
upon amounts to become due to the United States from the Contractor under the provisions of

this Contract in subsequent Years.

(h) [n addition to all other payments to be made by the Contractor under this
Contract, the Contractor will reimburse to the United States, following the receipt of a statement
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from the Contracting Officer, all miscellaneous costs incurred by the United States for any work
involved in the administration and supervision of this Contract.

i) Nothing in this Article will be deemed to waive the sovereign immunity of
the United States.

EXAMINATION, INSPECTION, AND AUDIT OF PROJECT WORKS. RECORDS. AND
REPORTS FOR DETERMINING ADEQUACY OF OPERATION AND MAINTENANCE

16, (@)  The Contracting Officer may, from time to time, examine the following:
the Contractor's books, records, and reports; the project works being operated by the Contractor;
the adequacy of the Operation and Maintenance program([s]; the reserve fund; and the water
conservation program including the water conservation fund, if applicable. Notwithstanding title
ownership, where the United States retains a financial, physical, or liability interest in facilities
either constructed by the United States or with funds provided by the United States, the
Contracting Officer may examine any or all of the project works providing such interest to the
United States.

(b)  The Contracting Officer may, or the Contractor may ask the Contracting
Officer to, conduct special inspections of any project works being operated by the Contractor and
special audits of the Contractor's books and records to ascertain the extent of any Operation and
Maintenance deficiencies to determine the remedial measures required for their correction and to
assist the Contractor in solving specific problems. Except in an emergency, any special
inspection or audit shall be made only after written notice thereof has been delivered to the
Contractor by the Contracting Officer.

(c) The Contractor shall provide access to the project works, operate any
mechanical or electrical equipment, and be available to assist in the examination, inspection, or
audit.

(d)  The Contracting Officer shall prepare reports based on the examinations,
inspections, or audits and furnish copies of such reports and any recommendations to the
Contractor.

(e) The costs incurred by the United States in conducting Operation and
Maintenance examinations, inspections, and audits and preparing associated reports and
recommendations related to high- and significant-hazard dams and associated facilities shall be
nonreimbursable. Associated facilities include carriage, distribution, and drainage systems;
pumping and pump-generating plants; powerplant structures; tunnels/pipelines; diversion and
storage dams (low-hazard); Type 2 bridges which are Bureau of Reclamation-owned bridges not
located on a public road; regulating reservoirs (low-hazard); fish passage and protective
facilities, including hatcheries; river channelization features; rural/municipal water systems;
desalting and other water treatment plants; maintenance buildings and service yards; facilities
constructed under Federal loan programs (until paid out); and recreation facilities (reserved
works only); and any other facilities as determined by the Contracting Officer.
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() Expenses incurred by the Contractor, as applicable, in participating in the
Operation and Maintenance site examination will be borne by the Contractor.

() Requests by the Contractor for consultations, design services, or
modification reviews, and the completion of any Operation and Maintenance activities identified
in the formal recommendations resulting from the examination (unless otherwise noted) are to be
funded as Project Operation and Maintenance and are reimbursable by the Contractor to the
extent of current Project Operation and Maintenance allocations.

(h)  Site visit special inspections that are beyond the regularly scheduled
Operation and Maintenance examinations conducted to evaluate particular concerns or problems
and provide assistance relative to any corrective action (either as a follow up to an Operation and
Maintenance examination or when requested by the Contractor) shall be nonreimbursable.

(1) The Contracting Officer may provide the State an opportunity to observe
and participate in, at its (their) own expense, the examinations and inspections. The State(s) may
be provided copies of reports and any recommendations relating to such examinations and
inspections.

ADMINISTRATION OF FEDERAL PROJECT LANDS

17. (a) The lands and interests in lands acquired, withdrawn, or reserved and
needed by the United States for the purposes of care, operation, and maintenance of San Felipe
Division Facilities may be used by the Contractor for such purposes. The Contractor shall ensure
that no unauthorized encroachment occurs on Federal Project lands and rights-of-way. The
Contractor does not have the authority to issue any land-use agreement or grant that conveys an
interest in Federal real property, nor to lease or dispose of any interest of the United States.

(b)  The United States retains responsibility for compliance with the National
Historic Preservation Act of 1966 (NHPA), and the Native American Graves Protection and
Repatriation Act of 1990 (NAGPRA). The Contractor will notify the Contracting Officer and,
only when on tribal land, also notify the appropriate tribal official, immediately upon the
discovery of any potential historic properties or Native American human remains, funerary
objects, sacred objects, or objects of cultural patrimony.

(©) The Contractor, upon the effective date of the transfer, shall assume all
obligations of the United States under any contract or contracts related to the crossing of the
transferred works in, over, along, or across land or rights-of-way of public utilities, the State of
California, or agencies thereof,

{d) For the purposes of this Contract, definition of the following terms are:
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(N An easement is an instrument which grants an estate in the land
which is not revocable except as may be provided in the instrument. Rights of way for roads,
transmission lines, pipelines, and like uses, are granted by an easement.

(2) A lease is an instrument by which lands and tenements are
conveyed for a number of years or at will. Leases may be used to convey lands for grazing,
agricultural, commercial and other uses.

(3)  Alicense is an instrument granting authority to do an act or acts on
lands without conveying an interest therein. It may be used to allow such uses as surveying,
temporary crossings, bank travel, or installation of temporary pumps. It is an instrument giving a
personal privilege which is temporary and revocable.

(e) When the Contracting Officer receives a request for use of the right-of-
way transferred to the Contractor for Operation and Maintenance, he shall forward the request,
together with any comments which may be pertinent, to the Contractor. Notice of referral shall
be sent to the applicant without comment. The applicant also should be told that further
information regarding the application will emanate from the Contractor and all subsequent
inquiries concerning the application should be sent direct to the Contractor.

(H) Subject to the provisions of (h) below, the Contractor may grant of deny
licenses to us the right-of-way. The Contractor will send the Contracting Officer a copy of each
license granted. The Contractor will obtain the prior written approval of the Contracting Officer
for any license that involves a major installation of construction of structures in the right-of-way,
such flumes, siphons, culverts, drains, and permanent turnouts.

(g)  The following rights to use the right-of-way shall be granted only by the

Contracting Officer:
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(1) All leases and grants of easement.

(2) Licenses, consents, and other forms of agreement requested by
Pacific Gas and Electric Company or any other entity which has a master contract with the
United States.

(3)  Licenses for removal of sand, gravel, or spoil.

(4)  Licenses for transmission lines with voltage in excess of 33 kV If
the application is one which can only be granted by the Contracting Officer, then the Contractor
shall furnish a copy of the application and comments thereon to the Contracting Officer. If the
request is compatible with the Operation and Maintenance of the transferred works and if the
Contractor has indicated approval, the Contracting Officer will send the appropriate executed
documents to the Contractor for transmittal to the applicant,

(h) In granting permission to use the right-of-way care shall be exercised to
assure that:

(1)  The encroachment is held to the minimum practical,

(2)  There is no interference with water supply operations on the right
of way,

(3) A license is not issued as a substitute for an easement or lease, and

(4)  Disposal of land by the United States is not being contemplated.
When there is doubt on any of these matters, the application shall be sent to the Contracting
Officer.

(i) Charges will normally be made for easements, leases, and licenses to use

the right of way.
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(1)  The charge shall be based on the fair value of the right granted
with a minimum sufficient to cover the administration expenses involved. The Contractor may
establish uniform charges for servicing licenses.

(2)  No charge will be made by the United States for rights granted to
governmental entities or to such quasi-governmental agencies or nonprofit organizations as the
parties shall agree upon. However, if a governmental entity requests a right for the specific
benefit of a private entity, charges will be imposed and will be paid to the Contractor direct as
though the grant were to the private entity.

()] The parties agree that the procedures set forth in subdivisions (c) through
(i) appear desirable and feasible at this time. However, the effectiveness of these procedures is
subject to review during operations. Necessary or desirable changes will be made by agreement
of the parties when the need therefor becomes evident.

CONTAMINATION OR POLLUTION OF FEDERAL PROPERTY

18. (a) The Contractor shall not allow contamination or pollution of Federal
project lands, Project Waters, or project works of the United States or administered by the United
States and for which the Contractor has the responsibility for care, operation, and maintenance
by its employees or agents. The Contractor shall also take reasonable precautions to prevent
such contamination or pollution by third parties.

(b) The Contractor shall comply with all applicable Federal, State, and local
laws and regulations and Bureau of Reclamation policies and instructions existing, or hereafter
enacted or promulgated, concerning any hazardous material that will be used, produced,
transported, stored, released, or disposed of on or in Federal Project lands, Project Waters, or
project works.

(c)  “Hazardous material” means (1) any substance falling within the
definition of “hazardous substance,” “pollutant or contaminant,” or “hazardous waste” under the
Comprehensive Environmental Response, Compensation and Liability Act (42 U.S.C. §
9601(14), (29), and (33)); (2) oil, as defined by the Clean Water Act (33 U.S.C. § 1321(a)) and
the Qil Pollution Act (33 U.S.C. § 2701(23)); (3) thermal pollution, refuse, garbage, sewage
effluent, industrial waste, mine or mill tailings, mineral salts, pesticides, and other solid waste,
and (4) any other substance regulated as hazardous or toxic under Federal, State, local or Tribal
law.
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(d) Upon discovery of any event which may or does result in contamination or
pollution of Federal Project lands, Project Water, or project works, the Contractor shall
immediately undertake all measures necessary to protect public health and the environment,
including measures necessary to contain or abate any such contamination or pollution, and shall
report such discovery with full details of the actions taken to the Contracting Officer. Reporting
shall be within a reasonable time period but shall not exceed 24 hours from the time of discovery
if it is an emergency and the first working day following discovery in the event of a non-
emergency.

(e) If violation of the provisions of this Article occurs and the Contractor does
not take immediate corrective action, as determined by the Contracting Officer, the Contractor
may be subject to remedies imposed by the Contracting Officer, which may include termination
of this Contract.

H The Contractor shall be liable for any response action or corrective
measure necessary to protect public health and the environment or to restore Federal Project
lands, Project Waters, or project works that are adversely affected as a result of such violation,
and for all costs, penalties or other sanctions that are imposed for violation of any Federal, State,
local, or Tribal laws and regulations concerning hazardous material. At the discretion of the
Contracting Officer, the United States may also terminate this Contract, as a result of such
violation.

(g}  The Contractor shall defend, indemnify, protect and save the United States
harmless from and against any costs, expenses, claims, damages, demands, or other liability
arising from or relating to Contractor’s violation of this Article,

(h)  The Bureau of Reclamation agrees to provide information necessary for
the Contractor, using reasonable diligence, to comply with the provisions of this Article.

CLEAN AIR AND WATER

19.  (a) The Contractor agrees as follows:

(1) To comply with all the requirements of Section 114 of the Clean
Alr Act, as amended (42 U.S.C. § 7414), and Section 308 of the Clean Water Act (33 U.S.C. §
1318), relating to inspection, monitoring, entry, reports, and information, as well as other
requirements specified in those sections, and all applicable regulations and guidelines issued
thereunder.

(2)  That no portion of the work required by this contract will be
performed in a facility listed on the Environmental Protection Agency List of Violating Facilities
on the date when this contract was executed unless and until the Environmental Protection
Agency eliminates the name of such facility or facilities from such listing.

3) To use its best efforts to comply with clean air standards and clean
water standards at the facility where the contract work is being performed.
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(4)  To insert the substance of the provisions of this article into any
nonexempt subcontract, including this subparagraph (a)(4).

(b)  The following definitions apply for purposes of this article:

(1) The term “Clean Air Act” means the Act enacted by Pub. L. 88-
206 of Dec. 17, 1963, and amendments thereto, as codified at 42 U.S.C. § 7401, et seq.

(2) The term “Clean Water Act” means the Act enacted by Pub. L. 92-
500 of Oct. 18, 1972, and amendments thereto, as codified at 33 U.S.C. § 1251, et seq.

3) The term “clean air standards™ refers to all enforceable rules,
regulations, guidelines, standards, limitations, orders, controls, prohibitions, and other
requirements which are contained in, issued under, or otherwise adopted pursuant to the Clean
Air Act or Executive Order 11738, an applicable implementation plan as described in Section
110 of the Clean Air Act (42 U.S.C. § 7410), an approved implementation procedure or plan
under subsection 111(c) or subsection 111(d) of the Clean Air Act (42 U.S.C. § 7411(c) or (d)),
or an approved implementation procedure under subsection 112(d) of the Clean Air Act (42
U.S.C. § 7412(d)).

4) The term “clean water standards” refers to all enforceable
limitations, controls, conditions, prohibitions, standards, and other requirements which are
promulgated pursuant to the Clean Water Act or contained in a permit issued to a discharger by
the Environmental Protection Agency or by a state under an approved program, as authorized by
Section 402 of the Clean Water Act (33 U.S.C. § 1342), or by local government to ensure
compliance with pretreatment regulations as required by Section 307 of the Clean Water Act (33
US.C. §1317).

&) The term “comply” refers to compliance with clean air or water
standards. It also refers to compliance with a schedule or plan ordered or approved by a court of
competent jurisdiction, the Environmental Protection Agency, or an air or water pollution control
agency in accordance with the requirements of the Clean Air Act or Clean Water Act and
regulations issued pursuant thereto.

(6)  The term “facility” means any building, plant, installation,
structure, mine, vessel or other floating craft, location, or site of operations owned, leased, or
supervised by a contractor or subcontractor to be utilized in the performance of a contract or
subcontract. Where a location or site of operations contains or includes more than one building,
plant, installation, or structure, the entire location or site shall be deemed to be a facility except
where the Director, Office of Federal Activities, Environmental Protection Agency, determines
that independent facilities are collocated in one geographical area.

OPERATION AND MAINTENANCE BY SANTA CLARA VALLEY WATER DISTRICT

20 (a) The O&M of Reach 1 Division Facilities have been transferred to Santa

Clara Valley Water District by separate agreement (Contract No. 6-07-20-X0290) between the
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United States and the existing San Felipe Division Contractors. Unless otherwise expressly set
forth herein, nothing in this Contract is intended to affect the rights and obligations set forth in
Contract No. 6-07-20-X0290. The United States and the Contractor agree that this Contract, and
any amendments or renewals thereto, shall be considered to be within the definition of
"Contract" as provided in Contract No. 6-07-20-X0290, so that the execution of this Contract
shall not impact the effectiveness of Contract No. 6-07-20-X0290, and Contract No. 6-07-20-
X0290 is hereby deemed to so provide.

(b) The Contractor is authorized under Contract No. 6-07-20-X0290 and this
Contract to undertake activities necessary for the complete care, operation, maintenance and
replacement of Reach 1 Facilities, Reach 2 Facilities and Reach 3 Facilities, to maintain efficient
and reliable operating condition and fulfillment of authorized San Felipe Division purposes. The
Contracting Officer shall use its best efforts to promptly review proposals for work to be
undertaken by the Contractor pursuant to said agreement, and to promptly coordinate and
facilitate such work. To the extent that the approval or determination of the Contracting Officer
is required in connection with any such activities, such approval or determination shall not be
unreasonably withheld.

RIGHT TO RECOVER COSTS INCURRED BY SANTA CLARA VALLEY WATER
DISTRICT

21. (a) Subject to Articles 21(b) and (c) of this Contract, the Contractor, as the
Operating Non-Federal Entity, has the right to require any entity or individual to pay the
Contractor an amount(s) to recover costs incurred by the Contractor for Reach 1 Facilities, Reach
2 Facilities and Reach 3 Facilities, in addition to O&M costs, provided that such amount(s) are

just and reasonable. In any contract or approval by the Contracting Officer to deliver water
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through such Facilities, the Contracting Officer shall require the entity or individual to pay such
amount(s) to the Contractor, upon presentation of Contractor's invoice therefore.

(b)  Unless otherwise agreed, the Contractor's right to recover capital costs
from San Benito County Water District is limited to such capital costs for its share of Reach 1
Facilities that are not paid directly to the United States by San Benito County Water District
under the terms of Contract No. 8-07-20-W0130A. San Benito County Water District's share of
Reach 1 Facilities shall be based on Article 3(b) of Contract No. 6-07-20-X0290 or as otherwise
mutually agreed upon by the Contractor and San Benito County Water District in a separate
contract.

(c) Amount(s) imposed by the Contractor to recover costs from Pajaro Valley
Water Management Agency shall include previous and current costs, and Pajaro Valley Water
Management Agency's share of capital repayment, all of which are to be consistent with the cost-
sharing provisions of Contract No. 6-07-20-X290, or as otherwise mutually agreed by the
Contractor and Pajaro Valley Water Management Agency in a separate contract. Such contract
and amount(s) collected pursuant thereto shall satisfy the requirements of Article 3 of Contract
No. 6-07-20-X0290.

PEST MANAGEMENT

22, (a) The Contractor is responsible for complying with applicable Federal,
State, and local laws, rules, and regulations related to pest management in performing its
responsibilities under this Contract.

(b)  The Contractor is responsible for effectively avoiding the introduction and
spread of, and for otherwise controlling, undesirable plants and animals, as defined by the
Contracting Officer, on or in Federal Project lands, Federal Project Waters, and Federal project
works for which and to the extent that the Contractor has Operation and Maintenance
responsibility. The Contractor is responsible for exercising the level of precaution necessary in
meeting this responsibility, including inspecting its vehicles, watercraft, and equipment for
reproductive and vegetative parts, foreign soil, mud, or other debris that may cause the spread of
weeds, invasive species and other pests, and removing such materials before moving its vehicles,
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watercraft, and equipment onto any Federal land, into any Federal Project facility waters, or out
of any area on Federal Project land where work is performed.

(c) Where decontamination of the Contractor’s vehicles, watercraft, or
equipment is required prior to entering Federal Project land or waters, the decontamination shall
be performed by the Contractor at the point of prior use, or at an approved offsite facility able to
process generated cleaning wastes, pursuant to applicable laws, rules, and regulations. Upon the
completion of work, the Contractor will perform any required decontamination within the work
area before moving the vehicles, watercraft, and equipment from Federal Project lands and
waters.

(d) Programs for the control of undesirable plants and animals on Federal
Project lands, and in Federal Project Waters and Federal project works for which the Contractor
has Operation and Maintenance responsibility will incorporate Integrated Pest Management
(IPM) concepts and practices. IPM refers to a systematic and environmentally compatible
program to maintain pest populations within economically and environmentally tolerable levels.
[n implementing an [PM program, the Contractor will adhere to applicable Federal and State
laws and regulations and Department of the Interior and Bureau of Reclamation policies,
directives, guidelines, and manuals, including but not limited to, the Department of the Interior
Manual, Part 517 Integrated Pest Management Policy and Part 609 Weed Control Program, the
Plant Protection Act of June 20, 2000 (Pub. L. 106 224), and Executive Order 13112 of February
3, 1999.

CONTRACTOR TO PAY CERTAIN MISCELLANEOUS COSTS RELATING TO
TRANSFERRED WORKS

23.  During the time the transferred works are operated and maintained by the
Contractor, in addition to all other payments to be made by the Contractor under this Contract,
the Contractor shall pay to the United States within 60 days following the receipt of a detailed
cost statement such specific items of direct cost incurred by the United States for work
associated with this Contract as are normally charged by the United States to water users and
properly and equitably chargeable to the Contractor plus a percentage of direct costs for

administrative and general overhead in accordance with the procedures approved by the

Contracting Officer, Provided, That costs incurred by the United States as a result of disaster or
obsolescence in accordance with subdivision (b) of Article 15 are not considered to be costs

within the meaning of this Article.
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EMERGENCY RESERVE FUND

24. (a) Commencing with the year following the transfer of Operation and
Maintenance of the transferred works to the Contractor, the Contractor shall accumulate and
maintain a reserve fund or demonstrate to the satisfaction of the Contracting Officer that other
funds are available for use as an emergency reserve fund. The Contractor shall establish and
maintain that emergency reserve fund to meet costs incurred during periods of special stress
caused by damaging droughts, storms, earthquakes, floods, or other emergencies threatening or
causing interruption of water service.

(b) The Contractor shall accumulate the reserve fund with annual deposits or
investments of not less than $500,000 to a Federally insured, interest- or dividend-bearing
account or in securities guaranteed by the Federal Government: Provided, That money in the
reserve fund, including accrued interest, shall be available within a reasonable time to meet
expenses for such purposes as those identified in paragraph (d) herein. Such annual deposits and
the accumulation of interest to the reserve fund shall continue until the basic amount of
$1,500,000 is accumulated. Following an emergency expenditure from the fund, the annual
deposits shall continue from the year following the emergency expenditure until the previous
balance is restored. After the initial amount is accumulated or after the previous balance is
restored, the annual deposits may be discontinued, and the interest earnings shall continue to
accumulate and be retained as part of the reserve fund.

(1)  The reserve fund balance described in subsection (b) of this Article
is inclusive of those reserve funds described in Article 16(b) of Contract No. 6-07-20-X0290.

(c) Upon mutual written agreement between the Contractor and the
Contracting Officer, the basic reserve fund or the accumulated reserve fund may be adjusted to
account for risk and uncertainty stemming from the size and complexity of the Project; the size
of the annual Operation and Maintenance budget; additions to, deletions from, or changes in
project works; and Operation and Maintenance costs not contemplated when this Contract was
executed.

(d)  The Contractor may make expenditures from the reserve fund only for
meeting routine or recurring Operation and Maintenance costs incurred during periods of special
stress, as described in paragraph (a) herein; or for meeting unforeseen extraordinary Operation
and Maintenance costs; or for meeting unusual or extraordinary repair or replacement costs; or
for meeting betterment costs (in situations where recurrence of severe problems can be
eliminated) during periods of special stress. Proposed expenditures from the fund shall be
submitted to the Contracting Officer in writing for review and written approval prior to
disbursement. Whenever the reserve fund is reduced below the current balance by expenditures
therefrom, the Contractor shall restore that balance by the accumulation of annual deposits as
specified in paragraph (b) herein.

(e) During any period in which any of the project works are operated and
maintained by the United States, the Contractor agrees the reserve fund shall be available for like
use by the United States.
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(H) On or before November 1 of each year, the Contractor shall provide a
current statement of the principal and accumulated interest of the reserve fund account to the
Contracting Officer.

PROTECTION OF WATER AND AIR QUALITY

25. {a) The Contractor, without expense to the United States, will care for,
operate and maintain transferred works in a manner that preserves the quality of the water at the
highest feasible level as determined by the Contracting Officer.

(b)  The United States will care for, operate and maintain reserved works in a
manner that preserves the quality of the water at the highest feasible level as determined by the
Contracting Officer. The United States does not warrant the quality of the Water Delivered to
the Contractor and is under no obligation to furnish or construct water treatment facilities to
maintain or improve the quality of Water Delivered to the Contractor.

(c)  The Contractor shall comply with all applicable water and air pollution
laws and regulations of the United States and the State of California; and shall obtain all required
permits or licenses from the appropriate Federal, State, or local authorities necessary for the
delivery of water by the Contractor; and shall be responsible for compliance with all Federal,
State, and local water quality standards applicable to surface and subsurface drainage and/or
discharges generated through the use of Federal or Contractor facilities or Project Water
provided by the Contractor within the Contractor’s Project Water Service Area.

(d)  This Article will not affect or alter any legal obligations of the Secretary to
provide drainage or other discharge services.

DRAINAGE STUDIES AND FACILITIES

26.  To aid in determining the source and solution of future potential drainage
problems, the Contractor shall initiate and maintain, in a manner satisfactory to the Contracting
Officer, a program of groundwater observation in order to delineate shallow water-table areas
and furnish annually to the Contracting Officer, during the term of this Contract and any renewal
thereof, records, and analyses of such observations as they relate to potential drainage problems.

RIGHT TO RETURN FLOWS

27.  The United States reserves the right to all waste, seepage, and return-flow waters
derived from water furnished to the Contractor which escapes or is discharged beyond the
Contractor's Service Area. Nothing herein shall be construed as claiming for the United States

any right, as waste, seepage, or return flow, to water being used pursuant to this Contract for
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surface irrigation or underground storage within the Contractor's Service Area by the Contractor,
or those claiming by or through the Contractor.

REPEAL OF AMENDMENT OF FEDERAL RECLAMATION LAWS

28. In the event that the Congress of the United States amends the excess land
provisions or other provisions of the Federal reclamation laws, the United States agrees, at the
option of the Contractor, to negotiate amendments of appropriate Articles of this Contract, all
consistent with the provisions of such amendment.

GENERAL OBLIGATION — BENEFITS CONDITIONED UPON PAYMENT

29, (a) The obligation of the Contractor to pay the United States as provided in
this Contract is a general obligation of the Contractor notwithstanding the manner in which the
obligation may be distributed among the Contractor's water users and notwithstanding the default
of individual water users in their obligation to the Contractor.

(b)  The payment of charges becoming due pursuant to this Contract is a
condition precedent to receiving benefits under this Contract. The United States shall not make
water available to the Contractor through Project facilities during any period in which the
Contractor is in arrears in the advance payment of water rates due the United States. The
Contractor shall not deliver water under the terms and conditions of this Contract for lands or
parties that are in arrears in the advance payment of water rates as levied or established by the
Contractor.

CHANGES IN THE CONTRACTOR’S ORGANIZATION OR SERVICE AREA

30.  While this Contract is in effect, no change may be made in the Contractor’s
Service Area or organization, by inclusion or exclusion of lands or by any other changes which
may affect the respective rights, obligations, privileges, and duties of either the United States or
the Contractor under this Contract including, but not limited to, dissolution, consolidation, or
merger, except upon the Contracting Officer’s written consent.

BOOKS. RECORDS. AND REPORTS

31.  (a) The Contractor shall establish and maintain accounts and other books and
records pertaining to administration of the terms and conditions of this Contract, including the
Contractor's financial transactions; water supply data; project operation, maintenance, and
replacement logs; project land and rights-of-way use agreements; the water users’ land-use (crop
census), land-ownership, land-leasing, and water-use data; and other matters that the Contracting
Officer may require. Reports shall be furnished to the Contracting Officer in such form and on
such date or dates as the Contracting Officer may require. Subject to applicable Federal laws
and regulations, each party to this Contract shall have the right during office hours to examine
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and make copies of the other party’s books and records relating to matters covered by this
Contract.

(b)  Nothing in this Article 31 shall be construed to limit or constrain the
ability of the Bureau of Reclamation to conduct contract compliance reviews of this Contract in
accordance with Reclamation Manual Directives and Standards PEC 05-08, last revised October
11, 2019, as may be further revised, amended, modified, or superseded.

RULES. REGULATIONS. AND DETERMINATIONS

32.  (a) The parties agree that the delivery of water or the use of Federal facilities
pursuant to this Contract is subject to Federal Reclamation law, as amended and supplemented,
and the rules and regulations promulgated by the Secretary of the Interior under Federal
Reclamation law.

(b)  The Contracting Officer shall have the right to make determinations
necessary to administer this Contract that are consistent with its provisions, the laws of the
United States, and the State of California and the rules and regulations promulgated by the
Secretary of the Interior. Such determinations shall be made in consultation with the Contractor.

(c) Except as provided by the San Felipe Division Act of August 28, 1967 (81
Stat. 173), the parties agree that the delivery of Agricultural Water or use of Federal facilities
pursuant to this Contract is subject to Federal Reclamation law, including but not limited to the
Reclamation Reform Act of 1982 (43 U.S.C.390aa et seq.), as amended and supplemented, and
the rules and regulations promuigated by the Secretary of the Interior under Federal Reclamation
law.

DETERMINATION OF FINDINGS OF FACTS

33.  Where the terms of this Contract provide for action to be based upon the opinion
or determination of either party to this Contract, said terms shall not be construed as permitting
such action to be predicated upon arbitrary, capricious, or unreasonable opinions or
determination, whether or not stated to be conclusive. If the Contractor questions any
determination made by the Contracting Officer, the findings of facts shall be made by the

Secretary of Interior after consultation with the Contractor and shall be binding upon the parties.

56

Page 61 of 78



1445

1446
1447
1448
1449
1450
1451
1452

1453
1454
1455
1456
1457
1458
1459

1460
1461
1462
1463
1464
1465
1466
1467

1468
1469

1470

1471

1472
1473
1474
1475
1476
1477
1478
1479
1480
1481

1482
1483

APPROVAL OF CENTRAL VALLEY PROJECT REPAYMENT CONTRACT
SCVWD Resolution No. 21-__

Contract No. 7-07-20-W0023AB-P

COMPLIANCE WITH CIVIL RIGHTS LAWS AND REGULATIONS

34. (a) The Contractor shall comply with Title VI of the Civil Rights Act of 1964
(Pub. L. 88-352; 42 U.S.C. § 2000d), the Rehabilitation Act of 1973 (Pub. L. 93-112, Title V, as
amended; 29 U.S.C. § 791, et seq.), the Age Discrimination Act of 1975 (Pub. L. 94-135, Title
III; 42 U.S.C. § 6101, et seq.), Title II of the Americans with Disabilities Act of 1990 (Pub. L.
101-336; 42 U.S.C. § 12131, et seq.), and any other applicable civil rights laws, and with the
applicable implementing regulations and any guidelines imposed by the U.S. Department of the
Interior and/or Bureau of Reclamation.

(b)  These statutes prohibit any person in the United States from being
excluded from participation in, being denied the benefits of, or being otherwise subjected to
discrimination under any program or activity receiving financial assistance from the Bureau of
Reclamation on the grounds of race, color, national origin, disability, or age. By executing this
Contract, the Contractor agrees to immediately take any measures necessary to implement this
obligation, including permitting officials of the United States to inspect premises, programs, and
documents.

(c) The Contractor makes this Contract in consideration of and for the
purpose of obtaining any and all Federal grants, loans, contracts, property discounts, or other
Federal financial assistance extended after the date hereof to the Contractor by the Bureau of
Reclamation, including installment payments after such date on account of arrangements for
Federal financial assistance which were approved before such date. The Contractor recognizes
and agrees that such Federal assistance will be extended in reliance on the representations and
agreements made in this Article and that the United States reserves the right to seek judicial
enforcement thereof.

(d)  Complaints of discrimination against the Contractor shall be investigated
by the Contracting Officer’s Office of Civil Rights.

EQUAL EMPLOYMENT OPPORTUNITY

35.  During the performance of this Contract, the Contractor agrees as follows:

(a) The Contractor will not discriminate against any employee or applicant for
employment because of race, color, religion, sex, sexual orientation, gender identity, or national
origin. The Contractor will take affirmative action to ensure that applicants are employed, and
that employees are treated during employment, without regard to their race, color, religion, sex,
sexual orientation, gender identity, or national origin. Such action shall include, but not be
limited to the following: employment, upgrading, demotion, or transfer; recruitment or
recruitment advertising; layoff or termination; rates of pay or other forms of compensation; and
selection for training, including apprenticeship. The Contractor agrees to post in conspicuous
places, available to employees and applicants for employment, notices to be provided by the
Contracting Officer setting forth the provisions of this nondiscrimination clause.

(b) The Contractor will, in all solicitations or advertisements for employees
placed by or on behalf of the Contractor, state that all qualified applicants will receive
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consideration for employment without regard to race, color, religion, sex, sexual orientation,
gender identity, or national origin.

(c) The Contractor will not discharge or in any other manner discriminate
against any employee or applicant for employment because such employee or applicant has
inquired about, discussed, or disciosed the compensation of the employee or applicant or another
employee or applicant. This provision shall not apply to instances in which an employee who
has access to the compensation information of other employees or applicants as part of such
employee’s essential job functions discloses the compensation of such other employees or
applicants to individuals who do not otherwise have access to such information, unless such
disclosure is in response to a formal complaint or charge, in furtherance of an investigation,
proceeding, hearing, or action, including an investigation conducted by the employer, or is
consistent with the Contractor’s legal duty to furnish information.

(d)  The Contractor will send to each labor union or representative of workers
with which it has a collective bargaining agreement or other contract or understanding, a notice,
to be provided by the Contracting Officer, advising the labor union or workers’ representative of
the Contractor’s commitments under Section 202 of Executive Order 11246 of September 24,
1965, and shall post copies of the notice in conspicuous places available to employees and
applicants for employment.

(e) The Contractor will comply with all provisions of Executive Order No.
11246 of September 24, 1965, and of the rules, regulations, and relevant orders of the Secretary
of Labor.

(B The Contractor will furnish all information and reports required by
Executive Order 11246 of September 24, 1965, and by the rules, regulations, and orders of the
Secretary of Labor, or pursuant thereto, and will permit access to his books, records, and
accounts by the Contracting Agency and the Secretary of Labor for purposes of investigation to
ascertain compliance with such rules, regulations, and orders.

(g)  Inthe event of the Contractor’s noncompliance with the nondiscrimination
clauses of this Contract or with any of such rules, regulations, or orders, this Contract may be
canceled, terminated or suspended in whole or in part and the Contractor may be declared
ineligible for further Government Contracts in accordance with procedures authorized in
Executive Order 11246 of September 24, 1965, and such other sanctions may be imposed and
remedies invoked as provided in Executive Order 11246 of September 24, 1965 or by rule,
regulation, or order of the Secretary of Labor, or as otherwise provided by law.

(h) The Contractor will include the provisions of paragraphs (a) through (g) in
every subcontract or purchase order unless exempted by the rules, regulations, or orders of the
Secretary of Labor issued pursuant to Section 204 of Executive Order 11246 of September 24,
19635, so that such provisions will be binding upon each subcontractor or vendor. The Contractor
will take such action with respect to any subcontract or purchase order as may be directed by the
Secretary of Labor as a means of enforcing such provisions, including sanctions for
noncompliance: Provided,_however, That in the event the Contractor becomes involved in, or is
threatened with, litigation with a subcontractor or vendor as a result of such direction, the
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Contractor may request the United States to enter into such litigation to protect the interests of
the United States.

CONTRACTOR’S RIGHTS TO WATER

36. (a) The right to the beneficial use of water furnished to the Contractor
pursuant to this Contract shall not be disturbed so long as the Contractor fulfills all of its
obligations under this Contract.

{b) Except as provided by Section 14 of the Reclamation Project Act of 1939,
or as otherwise provided by law, the Contracting Officer shall not furnish water to other
contractors or water users for use within the County of Santa Clara without the prior written
approval of the Contractor unless the Contractor determines that it is unable or unwilling to
furnish such water.

(c) The provisions of this Contract shall not be applicable to or affect water or
water rights now owned or hereafter acquired by the Contractor or any landowner therein other
than from the United States.

RENEGOTIATION

37.  If hereafter the United States enters into, renews, or amends any contract for
water from the Project which, because of a change in general Reclamation law or generally
applicable policy, contains terms and conditions which would be substantially more favorable to
the Contractor with respect to matters similar to those contained in this Contract, the United
States upon the Contractor's request, may renegotiate this Contract for the purpose of providing
comparable terms in accordance with the new law or policy.

CONTINGENT ON APPROPRIATION OR ALLOTMENT OF FUNDS

38.  The expenditure or advance of any money or the performance of any obligation of
the United States under this Contract shall be contingent upon appropriation or allotment of
funds. Absence of appropriation or allotment of funds shall not relieve the Contractor from any
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obligations under this Contract. No liability shall accrue to the United States in case funds are
not appropriated or allotted.

OFFICIALS NOT TO BENEFIT

39. (a) No Member of or Delegate to the Congress, Resident Commissioner, or
official of the Contractor shall benefit from this Contract other than as a water user or landowner
in the same manner as other water users or landowners.

(b)  No official of the Contractor shall receive any benefit that may arise by
reason of this Contract other than as a landowner within the Project and in the same manner as

other landowners within the Contractor's Service Area.

ASSIGNMENT LIMITED — SUCCESSORS AND ASSIGNS OBLIGATED

40.  The provisions of this Contract shall apply to and bind the successors and assigns
of the parties hereto, but no assignment or transfer of this Contract or any right or interest therein
by either party shall be valid until approved in writing by the other party.

NOTICES

4].  Any notice, demand, or request authorized or required by this Contract shall be
deemed to have been given, on behalf of the Contractor, when mailed, postage prepaid, or
delivered to the Area Manager, South-Central California Area Office, 1243 N Street, Fresno,
California 93721, and on behalf of the United States, when mailed, postage prepaid, or delivered
to Valley Water District, 5750 Almaden Expressway, San Jose, California 95118. The
designation of the addressee or the address may be changed by notice given in the same manner
as provided in this Article for other notices.

CONFIRMATION OF CONTRACT

42.  Promptly after the execution of this Contract, the Contractor will provide
evidence to the Contracting Officer that, pursuant to the laws of the State of California, the
Contractor is a legally constituted entity and the Contract is lawful, valid, and binding on the
Contractor. This Contract will not be binding on the United States until the Contractor provides
evidence to the Contracting Officer’s satisfaction. In addition to other forms of evidence to meet
the requirements of this Article, the Contractor may provide or the Contracting Officer may
require a certified copy of a final decree of a court of competent jurisdiction in the State of
California, confirming the proceedings on the part of the Contractor for the authorization of the
execution of this Contract.

WATER CONSERVATION

43. (a) Prior to the delivery of water provided from or conveyed through federally
constructed or federally financed facilities pursuant to this Contract, the Contractor shall develop

60

Page 65 of 78



1584
1585

1586

1587

1588

1589

1590

1591

1592

1593

1594

1595

1596

1597

1598

1599

1600

1601

1602

1603

1604

1605

APPROVAL OF CENTRAL VALLEY PROJECT REPAYMENT CONTRACT
SCVWD Resolution No. 21-__

Contract No. 7-07-20-W0023AB-P

a water conservation plan, as required by subsection 210(b) of the Reclamation Reform Act of
1982 and 43 C.F.R. 427.1 (Water Conservation Rules and Regulations).

Additionally, an effective water conservation and efficiency program shall be based on the
Contractor's water conservation plan that has been determined by the Contracting Officer to meet
the conservation and efficiency criteria for evaluating water conservation plans established under
Federal law. The water conservation and efficiency program shall contain definite water
conservation objectives, appropriate economically feasible water conservation measures, and
time schedules for meeting those objectives. Continued Project Water delivery pursuant to this
Contract shall be contingent upon the Contractor’s continued implementation of such water
conservation program. In the event the Contractor's water conservation plan or any revised water
conservation plan completed pursuant to this Contract have not yet been determined by the
Contracting Officer to meet such criteria, due to circumstances which the Contracting Officer
determines are beyond the control of the Contractor, water deliveries shali be made under this
Contract so long as the Contractor diligently works with the Contracting Officer to obtain such
determination at the earliest practicable date, and thereafter the Contractor immediately begins
implementing its water conservation and efficiency program in accordance with the time
schedules therein.

(b) Should the amount of M&I Water delivered pursuant to subdivision (a) of
Article 3 of this Contract equal or exceed 2,000 acre-feet per Year, the Contractor shall
implement the Best Management Practices identified by the time frames issued by the California
Urban Water Conservation Council for such M&I[ Water unless any such practice is determined

by the Contracting Officer to be inappropriate for the Contractor.
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{c) The Contractor shall submit to the Contracting Officer a report on the
status of its implementation of the water conservation plan on the reporting dates specified in the
then existing conservation and efficiency criteria established under Federal law.

(d) At 5-year intervals, the Contractor shall revise its water conservation plan
to reflect the then current conservation and efficiency criteria for evaluating water conservation
plans established under Federal law and submit such revised water management plan to the
Contracting Officer for review and evaluation. The Contracting Officer will then determine if
the water conservation plan meets Reclamation's then current conservation and efficiency criteria
for evaluating water conservation plans established under Federal law,

(e) if the Contractor is engaged in direct groundwater recharge, such activity
shall be described in the Contractor's water conservation plan.

RECLAMATION REFORM ACT OF 1982

4. (a) Upon a Contractor’s compliance with and discharge of the San Felipe
Division Repayment Obligation and the WIIN Repayment Obligation pursuant to this Contract,
subsections (a) and (b} of Section 213 of the Reclamation Reform Act of 1982 (96 Stat. 1269)
shall apply to affected lands.

(b)  The obligation of a Contractor to pay the Additional Capital Obligation
shall not affect the Contractor’s status as having repaid all of the construction costs assignable to
the Contractor or the applicability of subsections (a) and (b) of Section 213 of the Reclamation
Reform Act of 1982 (96 Stat. 1269) once the Repayment Obligation is paid.

PRIVACY ACT COMPLIANCE

45.  (a) The Contractor shall comply with the Privacy Act of 1974 (Privacy Act) 5
U.S.C. § 552a) and the Department of the Interior rules and regulations under the Privacy Act
(43 C.F.R. § 2.45, et seq.) in maintaining landholder certification and reporting records required
to be submitted to the Contractor for compliance with Sections 206, 224(c), and 228 of the
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Reclamation Reform Act of 1982 (43 U.S.C. §§ 390ff, 390ww, and 390zz), and pursuant to 43
C.F.R. § 426.18.

(b)  With respect to the application and administration of the criminal penalty
provisions of the Privacy Act (5 U.S.C. § 552a(1)), the Contractor and the Contractor’s
employees who are responsible for maintaining the certification and reporting records referenced
in paragraph (a) above are considered to be employees of the Department of the Interior. See 3
U.S.C. § 552a(m).

(¢)  The Contracting Officer or a designated representative shall provide the
Contractor with current copies of the Department of the Interior Privacy Act regulations and the
Bureau of Reclamation Federal Register Privacy Act System of Records Notice (Interior/WBR-
31, Acreage Limitation) which govern the maintenance, safeguarding, and disclosure of
information contained in the landholders’ certification and reporting records.

(d)  The Contracting Officer shall designate a full-time employee of the
Bureau of Reclamation to be the System Manager responsible for making decisions on denials
pursuant to 43 C.F.R. §§ 2.61 and 2.64 and amendment requests pursuant to 43 C.F.R. § 2.72,
The Contractor is authorized to grant requests by individuals for access to their own records.

{(e) The Contractor shall forward promptly to the System Manager each
proposed denial of access under 43 C.F.R. § 2.64 and each request for amendment of records
filed under 43 C.F.R. § 2.71; notify the requester accordingly of such referral; and provide the
System Manager with information and records necessary to prepare an appropriate response to
the requester. These requirements do not apply to individuals seeking access to their own
certification and reporting forms filed with the Contractor pursuant to 43 C.F.R. § 426.18 unless
the requester elects to cite the Privacy Act as authority for the request.

MEDIUM FOR TRANSMITTING PAYMENTS

46. (a) All payments from the Contractor to the United States under this Contract
shall be by the medium requested by the United States on or before the date payment is due. The
required method of payment may include checks, wire transfers, or other types of payment
specified by the United States.

(b) Upon execution of the Contract, the Contractor shall furnish the
Contracting Officer with the Contractor’s taxpayer’s identification number (TIN). The purpose
for requiring the Contractor’s TIN is for collecting and reporting any delinquent amounts arising
out of the Contractor’s relationship with the United States.

CONTRACT DRAFTING CONSIDERATIONS

47. This Contract has been, negotiated and reviewed by the parties hereto,
each of whom is sophisticated in the matters to which this Contract pertains. The double spaced

Articles of this Contract have been drafted, negotiated, and reviewed by the parties, and no one
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1667  party shall be considered to have drafted the stated Articles. Single-spaced Articles are standard

1668  Articles pursuant to Bureau of Reclamation policy.

64
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IN WITNESS WHEREOF, the parties hereto have executed this Contract No. 7-07-20-

WO0023AB-P on the day and year first above written.

THE UNITED STATES OF AMERICA

By:
Regional Director

Interior Region 10: California-Great Basin
Bureau of Reclamation

SANTA CLARA VALLEY WATER DISTRICT

ATTEST:

By:
Clerk/Board of Directors

65

By:
Chair, Board of Directors
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APPROVAL OF CENTRAL VALLEY PROJECT REPAYMENT CONTRACT
SCVWD Resolution No. 21-___

Irrigation and ME&I Contract No.
7-07-20-WD023A8-P

EXHIBIT B
SANTA CLARA VALLEY WATER DISTRICT
2021 Rates and Charges
(Per Acre-Fool)

Ircigation Water M&IL Waler

| COST-OF-SERVICE (COS) RATE
| Comstruction Costs
DMC Aqueduct Intertie
0&M Componcnts
Water Mnﬂ(clilm_ 511.68 S8.97
Storage $15.97 523.89
Credit for other PUE Remittance (56.06) ($5.33)
Conveyance Pumping
Direct Pumping
Deficit Cost Companent | American Recovery and Reinvestment Act (ARRAjinclude S0.00 $0.00
TOTAL COS RATE (Tier I Rate) $21.59 527.53
IRRIGATION FULL COST RATE (RRA)
Section 202(3) Rate 15 applicable 1o a Qualified Recipient or to a Limited TBD
Section 205(a)(3) Rate is applicable to a Limited Recipicnt that did not receive

irrigation watcr on or before October 1, E9R1,

Project Use Eneroy Payment
Direet Pumping

Other PUE Remittance .06 $5.33

M&I FULL COST RATE

TIERED PRICING COMPONENTS (fn Additien to Total COS Rate Above)

[Section 202{3} Trrigation Full Cost Rate - [rrigatron COS Rate]2
{Amaount 1o be added 10 Ticr | Rate} TBD
Tier 3 Rate: >90% ol Contract Total [Section 202(3) Irrigation Full Cost Raie -
Irrigation COS Ratc] f4mount io he added 1o Tier | Rute} TBD
M&I
Her 2 Rate : >80%<=50% of Contract Total
[M&E Full Cost Rate -M&| COS$ Rite)2
(Amount to he Added 1w Tier 1 Rate) TAD
Tier 3 Rate : =90% of Conuact Total
[M&I Full Cost Ratc -M&] COS Rute]
{Amaunt to be Added to Tier 1 Raie) TBD

CHARGES AND ASSESSMENTS (Payments in addition to Rates)

[Section 3407(dH2KA)] i1 | $22.23
P.L. 106-377 Assessment (Trinity Public Utilities District)

___|Appendix B, Section 203) 8015 $0.15
EXPLANATORY NOTES

1 Project Use Energy is in addition 1o the Contract Rate and Full-Cost Water Rates, Refer (o the water rate books for more
information.

Recent Historic Use, ps defined in the Reallocation Agreement, Agreement No, 7-07-20-W 1428 dated April 17, 2007 is
111041} acre-feet

Additional detail of rate companents Is avallable on the Internet at:
4] . usbr.gov/mp/ i |

slf 3/4/2021
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APPROVAL OF CENTRAL VALLEY PROJECT REPAYMENT CONTRACT
SCVWI? Res'olution No. 21-__

Irrigation and M&I

Contract No. 7-07-20-W0023AB-P

EXHIBIT E
SANTA CLARA VALLEY WATER DISTRICT
POINTS OF DELIVERY

Point(s) of Delivery: Central Valley Project (Project) water scheduled pursuant to Article 4 of
Contract No. 7-07-20-W0023AB-P shall be delivered to the Contractor at the headworks of the
San Felipe Division Facilities and/or at any point or additional points of delivery on Project

facilities or another location or locations mutually agreed to in writing by the Contracting Officer
and the Contractor.
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APPROVAL OF CENTRAL VALLEY PROJECT REPAYMENT CONTRACT

Exhibit F&

SCVWD Resolution No. 21-___

Repayment Obligation - Current Calculation under the WIIN Act, Section 4011 {a) (2}

BT IS " Unpabd Construction Cost from the 2021 Water Rate Books® =
Contractor: Santa Clara Valley Water District {does not include Mercy Springs WD assignment)
Facility: 5an Felipe Unit
Contract: 7-07-20-W0023AB-P

Irrigation Construction Cost (2021 Irrigation Ratebook, Schedule A-2Ba)

Unpaid Cost Discount
Construction Cost $ 2,353,645
2020 Repayment (Estimate) ** ] 384,740
Adjusted Construction Cost 3 1,968,505 5 1,851,825
Intertie Construction Cost [N/A): 5 255,280 5§ 201,498
Total S 2,224,185 S 2,053,323
11 Paid in instaliments {Used 20 yr CMT)
Duel LL L}
Payment 1 12021 $ 527,849
Payment 2 7/1/2022 S 527,849
Payment 3 7/1/2023 8 527,849
Payment 4 77172024 S 527,84%
Total Installment Payments S 2,111,336
20 yr CMT Rates - 05/14/2021 {to be adjusted to effective date of contract)® 2.250%
Discount Rate (1/2 of the Treasury Rate per the WIIN Act, Section 4011{a){Z}{A)) 1.125%
MEI Construction Cost (2021 M&I Ratebook, Sch A-2Ba)
Unpaid Cost
Construction Cost: $ 11,264,094
2020 Repayment {Estimate) ** 5 142,802
Adjusted Construction Cost*** $ 11,121,252
Caleulation Support: Irrigation Lump Sum or First Payment**** 7/1/2021
Days Until the End of the Fiscal Year 9
| Unpald Allocated Construction Cost | | Unpald Intertie Construction Cost | | Total |
Beginning Straight Line Present Beginning Straight Line Present Present
Fiscal ¥r Balance Repayment Value Balance Repayment Value Values
2021 & 1968905 & 196,891 S 194,158 S 255,280 & 5,937 § 5,854 ] 200,012
2022 § 1,772,015 5 196801 $ 192,534 5 249,343 § 5937 § 5,805 s 138,340
2023 § 1,575,124 $ 196891 $ 190,392 5 243,407 & 5,937 S 5,741 $ 186,133
2024 S 1,378,234 5 196891 § 188,274 $ 237,470 8% 5937 § 5677 s 193,951
2025 S 1,181,343 & 196891 S 186,180 $ 231,533 § 5937 § 5,614 5 191,793
2026 S 984,453 $§ 196891 $ 184,108 S 225596 § 5937 § 5,551 5 189,660
2027 5 787,562 & 196891 S 182,060 ] 219,660 S 59837 $§ 5,490 5 187,550
2028 S 590,672 $ 196,891 S 180,035 $ 213,723 § 5937 § 5429 5 185,463
2025 & 393,781 § 196,891 $§ 178,032 $ 207,786 S 5937 § 5,168 H 183,400
2030 § 196,851 $§ 196,891 5 176,051 $ 201,849 & 5937 5§ 5,308 S 181,360
2031-63 S 195913 $ 195,913 § 145,661 H 145,661
Tota!, Lump Sum Payment 5 1,851,825 $ 201,498 S 2,063,323
Amount of Reduction, Lump Sum 5 117,080 s 53,782 s 170,862

* Costs are assumed to be paid and all charges are assumed to be accurate. If at a later date charges are determined to need
update, they are still required. Also, unpaid charges are still a requirement under contract.

** 2020 Repayment is based on a conservative estimate. If not sufficient, the remainder will be billed

*** Excludes Interest to payment date as Interest will be computed as an annual expense as usual.

****Contractor has 60 days from the effective date of the contract or installment dates to make payment.

®7o be updated. The WIlN Act requires us to have a Constant Maturity Treasury rate based on the effective date of the contract
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APPROVAL OF CENTRAL VALLEY PROJECT REPAYMENT CONTRACT
SCVWD Resolution No. 21-__

Contract No.7-07-20-W0023AB-P

EXHIBIT G
LIST OF TRANSFERRED PROJECT FACILITIES

1) Pacheco Bifurcation Structure

2) Watsonville Turnout

3) Santa Clara Tunnel

4) Santa Clara Conduit

3) Coyote Pumping Plant

6) Coyote Pumping Plant Substation

7) Coyote Pumping Plant 115 kV Line
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