























































































































FINAL DRAFT
July 2010

3. The Parties understand that Reclamation and the MRWPA are the primary
parties responsible for document development, final review and have
contracted with a consultant to develop the Gap Analysis and prepare an
Updated POS for the MORE WATER Project to be prepared in conformity
with P.L. 109-338 and with the intentions outlined in the supplemental
Senate appropriations report language.

4. The UMRWA agrees as a stakeholder participant to work with the
MRWPA and Reclamation in the review of all appropriate technical data,
analyses, conclusions, and findings and will work cooperatively to develop
mutually agreeable language and content of the Gap Analysis, POS
Update and any other mutually agreed-upon documents.

5. The Parties agree to accomplish the tasks outlined in Appendix A
(“Detailed Scope of Work”) to assist in a regional consensus-based
approach in the preparation of the Gap Analysis and Updated POS. The
Parties envision a one-year process to accomplish the tasks as detailed in
Appendix A. This MOU shall terminate upon completion of the tasks
contemplated herein. _

IN WITNESS WHEREOF, the Parties hereto have executed this Memorandum of
Understanding as of the day and year fir: iertten above.

By Y Title

UPPER MOKELUMNE RIVER WATERSHED AUTHORITY

By Title

MOKELUMNE RIVER WATER AND POWER AUTHORITY
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COMMITTEE ON RULES !
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Mr. Mel Lytle
P.O. Box 1810
Stockton, California 95201

Dear Mr. Lytle:

As you know, our local agriculture industry represents a significant portion of our economy. It is
vital that we do all we can to support our farmers in the San Joaquin Valley. In addition to
providing half our nation’s fruits, vegetables and nuts, agriculture accounts for approximately 38
percent of our regional employment. Every $1 produced on the farm generates more than $3 in
the local and regional economies. Whether it is helping fight for water supply for our farmers or
conducting a Farm Bill hearing to highlight our region, I continue to do all I can to protect our
industry’s needs. Despite our many challenges in the past several years, we have enjoyed
significant victories for which we can be duly proud.

Earlier this year, our Westside farmers faced near devastation as more and more water was held
back from agriculture because of a court ruling that blamed the CVP pumps for the decline of
Delta smelt and salmon. The ruling was the result of flawed federal court decisions that
overlooked the many other factors contributing to the decline of species in the Delta. As you
know I objected strongly to these rulings and was active in the fight to overturn them. I now
believe we are beginning to turn a corner in what has been a long and arduous battle to get an

+ adequate water supply to our farmers. In February, the Bureau of Reclamation was projecting
that Westside farmers would receive just 5 percent of their water allocation, nothing short of a
complete disaster. Many growers told me they would need at least 40 percent to survive the year.
Following a long battle that involved letters, legislation, studies, and meetings with the Obama
Administyation, we were successiul in obtaining a 45-percent aliocatiosn.

Still, I remain concerned and believe this fight is far from over. I have continued to argue that the
Delta is being affected by multiple environmental stressors such as urban runoff, wastewater
discharges and nonnative predatory fish, including the striped bass. I worked closely with
Senator Feinstein and Congressman Costa to authorize a study by the National Academies of
Science to review the assumptions and management of the Bay Delta. In March, the NAS
released a preliminary study and confirmed “that the adverse effects of all the other stressors” on
Delta smelt and salmon “are potentially large.”

As the NAS study highlighted, many other factors are affecting not only the health of the Delta,

but the existence of endangered fish. The National Marine Fisheries Service echoed my recent
request to the California Fish and Game Commission urging elimination of the catch limit on
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striped bass in the Delta. At the same time, I have also requested that California water regulators
review Sacramento’s wastewater discharges — which contain ammonia — into the Bay Delta.

Recently, U.S. District Judge Oliver Wanger issued an injunction against the smelt biological
opinion management document, overruling the objection of several environmental organizations.
In his opinion, he said that the biological opinion on Delta smelt was flawed and that it must take
into account human considerations along with environmental concerns. The ruling was not only a
victory for Valley farmers, but it validated the argument I have been making for several years.

- This ruling and a similar ruling on the salmon biological opinions mark a significant turning
point for agriculture. We have much more work to do, but it is clear that we are making progress
in our fight for more water.

If we are to see true success, we must plan for the future. This requires both short and long term
solutions, including legislation to require reconsultation of the biological opinions on smelt and
salmon, ensuring funding for water storage facilities, and improving Delta water conveyance
projects. After many months of stressing the significance of the Intertie, I was encouraged when
the Bureau of Reclamation announced increased funding to move the project forward. This will
allow water to be more efficiently transferred between the State and Federal projects.
Additionally, Stanislaus County is currently developing a project called The North Valley
Regional Recycled Water Project that has the potential to deliver reliable water to the West side
at a reasonable cost to the end users. The project is projected to produce and deliver more than
30,000 acre feet per year of tertiary-treated recycled water that can be used to irrigate crops and
landscaping, and be put to other industrial uses. This concept should be replicated throughout
the valley. In Patterson, the proposed fish screen and pipeline have the potential to produce
115,000 acre feet of water while also protecting fish. The New Exchequer Dam Spillway
Modification Project in Merced County would increase the capacity of Lake McClure and thus
the water supply by up to 15,000 acre feet in an average water year and up to 70,000 acre feet in
a wet year. This would generate additional power, and create jobs while expanding recreational
activities and controlling floods. These are win-win projects for the Valley and shouldn’t be
delayed.

Similar to the challenges of the drought, our dairy producers also continue to face difficult
financial times. A surplus in production and a decrease in demand have resulted in a collapse of
prices. For months, dairy producers have been operating with record losses caused by high
production costs and increased environmental regulations. In an effort to find a solution, I have
met with Secretary of Agriculture Tom Vilsack on numerous occasions and conveyed to him the
direness of the situation. In response, USDA has used its authority to purchase 200 million
pounds of excess dairy products and implement the Dairy Export Incentive Program (DEIP).
Most recently, Congress appropriated an additional $350 million in emergency aid to dairy
producers. Under this legislation, USDA was directed to use $60 million to purchase dairy
products, such as cheese, to remove the excess surplus from the marketplace. The additional
$290 million was used to directly support dairy farmers. Unfortunately, these unprecedented
efforts have not brought the industry back from the brink. Instead, we need to examine the
fundamental flaws of the market and develop a program that recognizes the current market forces
of our global economy. This is a high priority for me as I work to end this crisis and address
these issues for the long term.




Although it seems like just yesterday that Congress finished the 2008 Farm Bill, the Agriculture
Comumittee is already looking at the next bill in 2012. The 2008 legislation secured funding for
programs that directly affect farming and agriculture production in the Valley. The bill made
significant investments in pest and disease detection and control, specialty crop research and
marketing, and land conservation programs. The 2008 Farm Bill also for the first time
recognized specialty crops including those we grow in California. I was pleased that one of the
first hearings on the upcoming Farm Bill was conducted right here in our own region. On May 3,
the House Committee on Agriculture conducted a daylong hearing in Fresno, providing many
from our agriculture industry to provide testimony.

In closing, I want to express my deepest appreciation to all those who make our region one of the
most productive farming regions in the nation. Despite the difficult times we face, you have
continued to produce the finest crops and dairy products in our nation. I will continue to do all I
can in Congress to protect our interest and help advance our region’s needs.

Sincerely,

COCLh

Dennis Cardoza
Member of Congress

DC: Imm
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Most of us have always believed that water flows downhill. We were recently corrected by Len Richardson, editor of the
California Farmer who said, “Water tends to flow toward wealth.”

Richardson has good reason for this cynical view and it's time for all Californians to take notice. Wealth has moved to
take more and more control of California’s waters. The rise of water oligarchs is nothing new and was brought home to
anyone who saw the movie “Chinatown.”

The action has now shifted to the San Joaquin Valley and to maneuvers there for privatizing control of water in the
massive State Water Project. These are not work-a-day farmers we are talking about. One or two may own a broad-
brimmed hat but their offices are in Sunnyvale and Beverly Hills.

The Kern Water Bank is an underground water storage facility, an aquifer, 32 square miles in area. Part of it extends
under Interstate 5 below the Grapevine. It was developed by the Department of Water Resources with $74 million in
taxpayer money. It stores water in times of plenty to be used in times of drought and cutbacks of state water. The Kern
Water Bank stores 1 million acre-feet of water, the largest such storage in the world. From its initiation in 1988 to 1995,
the DWR was unable to pump this stored water as planned. State law requires the DWR to gain local approval for
pumping “local” groundwater. Kern County refused this approval.

In the Monterey Agreements of 1995, the DWR gave the Kern Water Bank to a newly organized Kern Water Bank
Authority. In turn Kern County gave up a portion of the water that it had a right to sell to municipal users. The Kern Water
Bank Authority consists of five water districts and one private company. The private company is the Westside Mutual
Water Company. This company is part of a larger holding company, Roll International Corp., which also owns
Paramount Farms, a collection of enterprises irrigating about 115,000 acres of tree crops year-round in the southern San
Joaquin Valley. All of this: Roll, Westside Mutual, and Paramount Farms, is owned by Beverly Hills billionaires Stewart

~ and Linda Resnick.

Paramount Farms, through Westside Mutual, owns 48.06 percent of the Kern Water Bank. The Resnicks also own a 40
percent interest in the Dudley Ridge Water District, which has 8.66 percent of the Kern Water Bank. This is tantamount
to complete control.

The Monterey Agreements permit water contractors to resell the water they receive from the State Water Project. This
means they become middlemen making profits on state-supplied water. If they choose to, they can dry up vast areas of
productive agriculture and ship the water to municipalities south of the Tehachapi range. A coalition of agriculturalists
and environmentalists has brought suit to challenge this.

A major farming enterprise, Sandridge Partners, has filed statements supporting this suit. To quote them extensively:
“The State of California could have hardly foreseen that a private individual would own, control, and monopolize such a
valuable public asset. The situation as it exists today seems to ‘game’ the State of California’s water policy. Meeting in
‘closed sessions,’” rewriting public policies, tailoring their edits to the interests of monopoly-like agribusiness

http://m.redding.com/news/2010/jun/21/who-owns-californias-water/ 6/21/2010
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corporations.”

But Sandridge is hardly taking the high road. It goes on to recommend that others in the water bank be permitted some
of the socially dubious practices that now only Paramount Farms are allowed.

Sandridge Partners is controlled by the Vidovich family centered in the quaint little farming community of Los Altos Hills,
where the median home price is $2.5 million. Their corporate (farm) headquarters in Sunnyvale also includes De Anza
Properties, categorized as a peanut farm, and a major developer in the Silicon Valley. They have a 10 percent interest in
that same Dudley Ridge Water District where Resnick has a 40 percent interest. There are eight such owners in this
47,000-acre water district where no one lives. The owners agreed that all could sell their water independently of the
others.

Last year Sandridge Partners sold to the Mojave Water District the water rights to 14,000 acre-feet of water for $5,250
per acre-foot. We're not talking peanuts here. It also means quite a bit of agricultural land will return to semi-desert

aridity.

Let's face it, these muitimillionaires are not work-a-day farmers. They are not investors. They are speculators in water.
Buying land for its water then alienating the water from the farmland is the next big thing for making millions.

Since the Department of Water Resources seems powerless to control this, the state Legislature has the obligation to
step in, and soon, before the remainder of the State Water Project is privatized.

Bob Williams is a Millville rancher and a retired UCLA professor. His e-mail address is wmsranch@hughes.net.
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S.D. Water Authority votes for desalination .

By Michael Gardner, U-T SACRAMENTO BUREAU

Thursday, June 24, 2010 at 10:03 p.m.
OVERVIEW

Background: Nine water agencies in San Diego County planned to buy desalinated water with the help of subsidies
from the Metropolitan Water District.

What’s changing: The San Diego County Water Authority plans to sue Metropolitan over its higher pricing policies.
Metropolitan threatened to withhold the subsidies.

The future: The authority plans to buy the desalinated water from the Poseidon plant for all its members, including the
nine agencies.

In a move that could inflate household bills but also promises vast new supplies, the San Diego County Water
Authority on Thursday voted to pursue buying desalinated seawater from struggling Poseidon Resources in Carlsbad.

No final agreement has been struck, but the water authority will negotiate with Poseidon for a long-term deal to take
56,000 acre feet once the company’s desalination plant goes online in late 2012.

Contract details are expected to be brought back to the water authority board July 22.
Much is at stake. With dry spells, growth and environmental protections squeezing supply, the San Diego region has
been moving aggressively to secure reliable water sources. If this deal works, it would eventually deliver enough new

water for about 112,000 households annually.

The effect on rates will not be determined until detalls are worked out. But rough estimates have focused on about $14
per household per year, officials said.

Desalinated water costs about $1,600 an acre-foot, compared to $1,026 for imported fresh water. But desalination is
becoming more attractive with the availability of more water in doubt and costs climbing.

Several authority directors sought to allay concerns that ratepayers could be liable for the entire project near the Encina
Power Station if they sign a contract.

“If we don’t get water, we don’t pay money,” said Maureen Stapleton, the authority’s general manager.
There has also been some underlying concern that the authority may be tempted to acquire all or part of the facility.

“We have no interest in buying Poseidon,” Stapleton said.
http://signonsandiego.printthis.clickability.com/pt/cpt?action=cptétitle=S.D.+Water+Authority+votes+fo... 7/15/2010
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However, the board’s motion also directed staff to explore opportunities to acquire “certain real property interests and
other assets.” Details were not spelled out, but officials suggested that any asset acquisition would be years down the
road.

Director Marilyn Daily, representing Escondido, said the authority must push ahead with buying the water.

If not, she said, “the public will wonder why we have always cried for desal.”

The board’s proposal drew praise and protest.

“You have an option of letting it fail and do it yourself,” said Marco Gonzalez, a partner in the Coast Law Group in
Encinitas and a sharp Poseidon critic, “You owe them nothing. We as ratepayers deserve not to subsidize them.”

Belinda Smith of the San Diego chapter of the Surfrider Foundation, urged the board to concentrate on other similar
projects, such as a joint proposal at Camp Pendleton.

“Let it go,” she said. “Move on with your own plan.”

But several business groups voiced support. Gina McBride, chairwoman of the Carlsbad Chamber of Commerce board,
called it “a historic opportunity.”

Chuck Badger, a citrus grower in the Rancho Santa Fe area, reminded directors of the toll deep cuts in water deliveries
are taking on farmers.

“Without a reliable supply of water, we have no ability to produce crops,” he said. “The benefits of this new water
supply to all San Diego County residents is obvious.”

No Poseidon representative spoke at the meeting, but later the company issued a statement saying the vote
“demonstrates the critical importance” the project plays in the “region’s water supply reliability.”

Poseidon broke ground in November, but there are several challenges to the project pending in court and before state
agencies. The firm, which ran into serious financial problems with a project in Tampa Bay, Fla., is still struggling to
overcome skepticism that this plant will succeed.

The county water authority has another motive: to shed a snag in its pursuit of litigation against the Metropolitan Water
District, which prov1des water to the San Dlego region. The authority is challenging the Los Angeles-based

wholesaler’s pricing practices.

Nine county water agencies had been counting on Metropolitan subsidies to buy desalinated water. Metropolitan said if
sued, it would withdraw those subsidies.

The authority’s Poseidon deal would cancel the need for the local agencies to secure the Metropolitan subsidies.

Find this article at:
http://www.signonsandiego.com/news/2010/jun/24/sd-water-authority-votes-desalination

D Check the box to include the list of links referenced in the article.
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