Borrego Water District
AGENDA
Board of Directors
Special Meeting
April 20, 2011
9:00 AM
806 Palm Canyon Drive
Borrego Springs, CA 92004

I.  OPENING PROCEDURES

mTmooO®>

Call to Order

Pledge of Allegiance

Roll Call

Approval of Agenda

Comments from Directors and Requests for Future Agenda Items

Comments from the Public and Requests for Future Agenda Items (comments will be limited to 3
minutes)

IlI. CURRENT BUSINESSMATTERS

A.

Discussion and possible action regarding Resolution 2011-04-01, Resolution of the Board of
Directors of the Borrego Water District regarding retention of auditing firm in response to May
6, 2010 Grand jury report and reversing in part, Resolution no. 2010-06-11, to retain Diehl
Evans as FY 2012 auditors. (page 3-4)

Discussion and possible action regarding a Memorandum Of Understanding with the Bureau of
Reclamation for the Southeast California Regional Basin Study. (page 5-16)

Discussion and possible action regarding the Engagement Agreement with Brian Brady and Task
Order #2 to provide advice regarding a review of the District's water credits policy to determine
whether the District’s present policy constitutes a reasoned business use of ratepayer funds.
(pagel7-22)

. Discussion and possible action regarding cash reserves policy for the District. (page 23-30)

Discussion and possible action regarding groundwater management (GWM) implementation plan
and ABD-IRWM plan cost estimate from Wildermuth Environmental, Inc. (page 31-33)

Discussion and possible action regarding establishing an Ad Hoc committee comprised of Jerry
Rolwing, Kim Pitman, Brian Brady, and Marshal Brecht to develop recommendations for
expenditure changes to the FY 2012 Operations and Management (O&M) budget. (page 35-44)

Discussion and possible action regarding creation of an Ad Hoc committee consisting of Beth Hart
and Marshal Brecht for the purposes of addressing human resource matters.

Discussion and possible action regarding a date for a workshop to discuss the financial model
developed by Raftelis Financial Consulting (RFC) for the District and recommendations to improve
the District’s financial situation.

Discussion and possible action regarding approval of Agreement for Consulting Services for David
Taussig & Associates. (page 45-60)

Discussion and possible action regarding approval of Agreement for the Construction of Water
Facilities, Mesquite Trails.(page 61-78)
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K. Discussion and possible action regarding approval of water availability form for US Solar Project.
L. Update on Montesoro sale negotiations

M. Discussion and Consideration by the Board to authorize Interim General Manager to write a letter of
support on behalf of Board of Directors to support Senate Bills, SB 11 and SB120. (page 79-81)

N. Presentation of Stag Grant by Jerry Rolwing
1.  CLOSED SESSION

A. Discussion regarding advice from legal counsel and advisor Dr. Brian Brady regarding the Viking
Ranch purchase agreement subject to Gov.Code section 54956.9 (b) and (c) and for the purpose
of giving direction to the District's negotiators under Gov. Code section 54956.8 related to the real
property known as the Viking Ranch with negotiators Lee Estep, Beth Hart, and Jerry Rolwing for
the District in preparation for negotiating with Lance Lundberg from the Viking Ranch.

B. Discussion for the purpose of giving direction to the District's negotiators under Gov. Code section
54956.8 related to the real property known as the Cocopah Nurseries with negotiators Lee Estep,
Beth Hart, and Jerry Rolwing for the District.

C. Discussion for the purpose of giving direction to the District's negotiators under Gov. Code section
54956.8 related to the lease of real property known as the Club Circle Golf Course with negotiator
Lee Estep, Eleanor Shimeall and Jerry Rolwing for the District in preparations for discussions with
Jack Cameron.

D. Discussion for the purpose of giving direction to the District’s negotiators under Gov. Code section
54956.8 related to the settlement terms on the real property know as Monica with negotiators Beth
Hart and Jerry Rolwing for the District.

E. Discussion for the purpose of giving direction to the District’s negotiator, Lee Estep, and possible
action regarding the selection of general counsel under Govt. Code section 54957.

F. Discussion for the purpose of giving direction to the District’s negotiator, Jerry Rolwing, and
possible action regarding recommended changes to the District’s employee benefits package for
existing and new employees under Govt. Code section 54957.

IV. CLOSING PROCEDURE

Adjournment The next Regular Meeting of the Board of Directors is scheduled for April 27, 2011 at
the Borrego Water District.
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I. BACKGROUND AND INTRODUCTION

Reserves are needed because of risk. Water and sewer operations are inherently risky, given
the potential liability associated with repairing and replacing infrastructure necessary for
maintaining 24x7 critical infrastructure necessary for supplying water and sewer services to the
homes and businesses of Borrego. In addition, water operations has risk associated with the
volatility of revenue due to weather conditions. Reserves also assist in reducing rate shocks.
Without them a water utility is exposed to rate instability. Rate instability increases the cost of
borrowing. These days sometimes bond covenants require a rate stabilization reserve. Reserves
allow the District to smooth out rate increases. In addition reserves help the District improve its
credit rating, which translates into lower interest rates on debt and thus lower rates for the District
customers.

Many utilities operate in a state of revenue deficiency, which means they either rely on existing
reserves, skimp on funding reserves, or defer economically prudent repair and replacement of
infrastructure to the distant future where much higher costs will be borne by ratepayers to repair
or replace infrastructure that has failed catastrophically. Becoming revenue sufficient means that
a utility can count on receiving adequate revenues to fully fund utility operations, including debt
service obligations, capital improvements from rate revenues, and reserves. Reserve accounts
are a vital part of every water system’s financial health.

The District believes that operating with a revenue sufficiency is required, not only to remain
creditworthy for future capital borrowing, but to replace depleted reserves necessary to operate
most economically. For these reasons, the District will maintain reserve funds so as to provide
working capital for operations; funds required by law, ordinance and bond covenant; and
necessary cash for the scheduled and unscheduled repair and replacement of capital
infrastructure; as well as funds set aside for groundwater management purposes.

Reserves are also necessary for the District to stabilize rates due to normal revenue and cost
uncertainties, and to provide a prudent amount of insurance against economic downturns and
emergencies. The efficient and discrete management of these cash reserves, when combined
with their appropriate replacement as they are drawn down from time-to-time add additional
assurance that the current levels of service reliability and quality that the District’s ratepayers
have grown to expect will continue into the future.

This reserve policy is based upon prudent financial management practices and those amounts
required by legal, legislative and contractual obligations that are critical to the financial health of
the District. This policy defines required fund types for segregation purposes and their funding
levels that is based upon the District’s unique operating, capital investment and financial plans.
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II. TYPES OF RESERVES

The District’s reserves will be separated into two basic categories: (a) Legally Restricted
Reserves; and (b) Board Restricted Reserves.

Each of the District’s reserves, to the extent possible, will be established utilizing the following
criteria: (a) distinguish between legally restricted and board restricted cash reserves; (b) contain
a defined and distinct purpose; (c) contain a target level or range with a minimum and maximum,;
(d) identify events or conditions that prompt the use of the reserve; and (e) specify periodic
review dates for cash balances.

Balances shall be maintained in amounts sufficient to meet minimum reserve targets in cash and/
or cash equivalents, and permitted investments.

lll. LEGALLY RESTRICTED RESERVES. Legally Restricted Reserves are established and
utilized for narrowly defined purposes and are protected by law or covenant. The District’s
Legally Restricted Reserves are:

A. Debt Reserves Cash reserves accounts for all debt instruments, not limited to bonds, SRF,
etc., shall be fully funded in the timeline reflected in current and future bond covenants. The
appropriate reserves shall be formally transferred and restricted in accordance with all legal

requirements.

B. System Growth Reserves This fund aggregates all fees collected by the District from the
charges levied against new growth in water and sewer connections to the District. This fund is
used to offset capital projects or debt service related to new development in the District.

IV. BOARD RESTRICTED RESERVES

A. Operating Reserves. The purpose of the Operating Reserves is to ensure that operations
can continue if there are events that impact cash flow.

1. Working Capital Reserves

Definition and Purpose — This fund reflects three sub-reserve funds: (a) Operations &
Maintenance (O&M) reserves; (b) Capital Improvement Program (CIP) reserves; and
(c) Contingency reserves. The purpose of each of these reserves is to to cover
temporary cash flow deficiencies caused by timing differences between revenues and
expenditures.

Target Level — (a) O&M reserves shall be targeted at an amount equal to three (3) to
six (6) months of the District’s budgeted total operating expense, but not less than

150% to 200% of the maximum (projected) annual operating deficit. (b) CIP reserves
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shall be targeted at twenty-five (25%) percent of the three-year average of CIP
expenditures during that period. (c) Contingency reserves shall be targeted at one
(1%) to ten (10%) percent of the District’s total operating expenses. These levels
should be increased as the level of economic uncertainty increases.

Events or Conditions Prompting the Use of the Reserves —This reserve may be
routinely utilized by staff to cover temporary cash flow deficiencies caused by timing
differences between revenue and expenses. These reserves can also be used to
cover unanticipated cash operating expenses or lower than expected revenue
collections.

Periodic Review Dates for Balances —Reserve balance and target level will be
reviewed by District staff and the Board of Directors during the preparation and

approval of the annual operating budget.
2. Rate Stabilization Fund

Definition and Purpose — The Rate Stabilization Fund is used to stabilize rates to the
extent possible. For example, climatic variability is one of the biggest financial
challenges to water districts. Years that are cooler and wetter than normal can lead to
significantly reduced revenue, particularly when a district has a rate structure with a
seasonal surcharge component.

Target Level — The reserve shall be maintained at level of thirty (30%) percent of the
revenue generated from the commodity rate for water services and thirty (30%)
percent of the total revenues from sewer services.

Events or Conditions Prompting the Use of the Reserves — This reserve is intended to
be used to defray any temporary unforeseen and extraordinary increases in the cost
of water supply or sewage treatment. The Board of Directors, on a case by case

basis, will determine the amount and timing for any use of the reserve.

Periodic Review Dates for Balances — Reserve balances will be reviewed by District
staff and the Board of Directors during the preparation and approval of the annual
operating budget.

3. Emergency Reserves

Definition and Purpose — Earthquakes, windstorms, electrical outages, flooding, and
vandalism are examples of unforeseen emergencies. Water systems must have
adequate cash reserves available to pay the costs associated with emergencies, such
as providing bottled water to customers and returning to normal operations and
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covering costs not covered by the District’s insurance policies or not reimbursable (fully

covered) by the state or federal government programs.

Target Level — Funding shall be targeted at twenty-five (25%) percent of the
replacement value of the District’s critical assets as determined by the District’s
consulting engineering firm.

Events or Conditions Prompting the Use of the Reserves — The Board of Director’s may
designate use of this reserve after establishing that conditions exist as called out in the
Definition and Purpose of the reserve.

Periodic Review Dates for Balances — Reserve balance and target level will be
reviewed by District staff and the Board of Directors during the preparation and approval
of the annual operating budget.

B. Capital Reserves
1. Asset Replacement Reserves

Definition and Purpose - It is the intent of the District to comply with GASBS 34
modified method the set a spending level on system replacement such that the
District will be able to provide reliable service in perpetuity. It is doubtful that this
reserve will be sufficient to fund the entire replacement of the District’s infrastructure
and that a combination of pay-as-you-go and future debt borrowings will be required.
The minimum balance of this fund should be established based on the ability to

provide ongoing reliable water and sewer service.

Target Level — Funding shall be targeted to equal the amortized value of the total
future replacement costs of the infrastructure required to provide District services.
This amount shall be determined by an asset management study developed for this
purpose by the District’s consulting engineering firm.

Events or Conditions Prompting the Use of the Reserves — Staff will recommend
assets to be replaced during the annual budget preparation. By action of the Board of
Directors funds will be appropriated from the reserves for the purchase or construction
of replacements. If during the year emergency replacements are necessary, the Board
may amend the budget and appropriate funds as necessary to accomplish the
replacement or refurbishment.

Periodic Review Dates for Balances — Reserve balances and replacement
requirements will be reviewed by District staff and the Board of Directors during the
preparation and approval of the annual capital budget.
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2. Groundwater Management Reserves

Definition and Purpose — Groundwater Management Plans (GWM) are prepared to
ensure that groundwater resources in the Valley are managed in a fair, equitable and
sustainable manner. The intent of this reserves is to accumulate the capital necessary
to implement the District’s Ground Water Management Plan and to fund its portion of
the Department of Water Resources (DWR) and Board-approved Anza-Borrego

Desert Integrated Regional Water Management plan (ABD-IRWM).

Target Level — As determined by the Board-approved GWM plan that is in
conformance with the DWR and Board-approved ABD-IRWM plan.

Events or Conditions Prompting the Use of the Reserves — For achieving the
implementation of the GWM plan and its time schedule for deliverables and achieved

objectives

Periodic Review Dates for Balances — Annually by District staff and the Board of
Directors during the preparation and approval of the annual capital budget.

3. Water Supply Reliability Reserves

Definition and Purpose — For the acquisition of new potable water supply, maintaining
existing quantity and quality of supply, and conserving existing and new potable
supplies.

Target Level — TBD

Events or Conditions Prompting the Use of the Reserves — When the reliability of the
District’s water supply is threatened, either in terms of quantity or quality, the Board

may choose to expend funds from this reserve to correct the situation.

Periodic Review Dates for Balances — Annually by District staff and the Board of
Directors during the preparation and approval of the annual capital budget.

C. Employee Benefits Reserves. The District shall keep on hand a prudent amount of cash
required to fund annually accrued and unpaid employee benefit liabilities, including: vacation
days, sick days, unemployment benefits, and annual medical benefits and annual pension
benefits for current employees.

IV. OTHER RESERVE FUNDS. The District's Board may establish other cash reserve funds for
specific needs that are over and above the reserves noted above as may be necessary from time
to time.
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ID - 1 and 3 Replacement Costs 2011 Dollars

No. Quantity Unit Description eplacement Cos Total
1 Construction Cost
1.01 12,784 LF 4-Inch PVC Pipe (Replace with 8-inch Pipe) S 72 920,448
1.02 31,142 LF 6-Inch PVC Pipe (Replace with 8-inch Pipe) S 72 2,242,224
1.03 41,367 LF 8-Inch PVC Pipe S 72 2,978,424
1.04 74,327 LF 10-Inch PVC Pipe S 85 6,317,795
1.05 6,084 LF 12-Inch PVC Pipe S 95 577,980
1.06 250 EA Fire Hydrants S 5,500 1,375,000
1.07 2 EA Booster Station S 55,000 110,000
1.08 1 EA 800 Tank $ 850,000 850,000
1.09 1 EA R-1 Tank $ 625,000 625,000
1.10 1 EA R-2 Tank $ 325,000 325,000
111 1 EA Rams Hill Tank #1 S 175,000 175,000
1.12 1 EA Rams Hill Tank #2 $ 275,000 275,000
1.13 1 EA ID 1-1 Well S 175,000 175,000
1.14 1 EA 1D 1-2 Well S 175,000 175,000
1.15 1 EA 1D 1-8 Well $ 210,000 210,000
1.16 1 EA 1D 1-10 Well $ 210,000 210,000
1.17 1 EA ID 1-12 Well $ 275,000 275,000
1.18 1 EA 1D 1-16 Well $ 275,000 275,000
1.19 4 EA Clay Valves S 10,500 42,000
Total ID-4 and ID-5 Replacement Cost: 18,133,871
ID - 4 and 5 Replacement Costs 2011 Dollars
No. Quantity Unit Description eplacement Cos Total
1 Construction Cost
1.01 43,193 LF 4-Inch PVC Pipe (Replace with 8-inch Pipe) S 72 3,109,896
1.02 152,972 LF 6-Inch PVC Pipe (Replace with 8-inch Pipe) S 72 11,013,984
1.03 85,488 LF 8-Inch PVC Pipe S 72 6,155,136
1.04 28,954 LF 10-Inch PVC Pipe S 85 2,461,090
1.05 270 EA Fire Hydrants S 5,500 1,485,000
1.06 4 EA  Clay Valves $ 10,500 42,000
1.07 1 EA Booster Station S 55,000 55,000
1.08 1 EA 1 Million Gallon Tank $ 850,000 850,000
1.09 1 EA Twin Tanks $ 625,000 625,000
11 1 EA Indian Head Tank $ 325,000 325,000
111 1 EA 1D 4-4 Well S 175,000 175,000
1.12 1 EA 1D 4-11 Well $ 275,000 275,000
1.13 1 EA ID 5-5 Well $ 275,000 275,000
1.14 1 EA 1D 4-18 Well S 175,000 175,000
1.15 1 EA Wastewater Pump Station S 775,000 775,000
1.16 275 EA Sewer Manholes $ 7,500 2,062,500
1.17 1 LS Wastewater Treatment Plant $ 5,500,000 5,500,000
1.18 97,680 LF Wastewater Collection System Pipe S 95 9,279,600
Total ID-4 and ID-5 Replacement Cost: 44,639,206
Total Borrego Water District Estimated Water and Sewer Assets 2011 Dollars and Construction Costs
No. Quantity Unit Description eplacement Cos Total
1 Construction Cost
1.01 55,977 LF 4-Inch PVC Pipe (Replace with 8-inch Pipe) S 72 4,030,344
1.02 184,114 LF 6-Inch PVC Pipe (Replace with 8-inch Pipe) S 72 13,256,208
1.03 126,855 LF 8-Inch PVC Pipe S 72 9,133,560
1.04 103,281 LF 10-Inch PVC Pipe S 85 8,778,885
1.05 6,084 LF 12-Inch PVC Pipe S 85 517,140
1.06 520 EA Fire Hydrants S 5,500 2,860,000
1.07 8 EA Clay Valves S 10,500 84,000
1.08 3 EA Booster Station $ 55,000 165,000
1.09 1 EA 1 Million Gallon Tank $ 850,000 850,000
1.10 1 EA Twin Tanks $ 625,000 625,000
111 1 EA Indian Head Tank $ 325,000 325,000
1.12 1 EA 1D 4-4 Well S 175,000 175,000
1.13 1 EA 1D 4-11 Well $ 275,000 275,000
1.14 1 EA 1D 5-5 Well $ 275,000 275,000
1.15 1 EA 1D 4-18 Well S 175,000 175,000
1.16 1 EA 800 Tank $ 850,000 850,000
1.17 1 EA R-1 Tank S 625,000 625,000
1.18 1 EA R-2 Tank $ 325,000 325,000
1.19 1 EA Rams Hill Tank #1 S 175,000 175,000
1.20 1 EA Rams Hill Tank #2 $ 275,000 275,000
1.21 1 EA ID 1-1 Well S 175,000 175,000
1.22 1 EA 1D 1-2 Well S 175,000 175,000
1.23 1 EA 1D 1-8 Well $ 210,000 210,000
1.24 1 EA 1D 1-10 Well $ 210,000 210,000
1.25 1 EA ID 1-12 Well $ 275,000 275,000
1.26 1 EA 1D 1-16 Well $ 275,000 275,000
1.27 1 EA Wastewater Pump Station S 775,000 775,000
1.28 275 EA Sewer Manholes $ 7,500 2,062,500
1.29 1 LS Wastewater Treatment Plant $ 5,500,000 5,500,000
1.30 97,680 LF Wastewater Collection System Pipe S 95 9,279,600
Total Replacement Cost: 62,712,237
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ID - 1 and 3 Emergency Repairs Costs 2011 Dollars
No. Quantity Unit Description Replacement Cost Total
1 Construction Cost
1.01 1,278 LF 4-Inch PVC Pipe (Replace with 8-inch Pipe) S 72 92,045
1.02 3,114 LF 6-Inch PVC Pipe (Replace with 8-inch Pipe) S 72 224,222
1.03 4,137 LF 8-Inch PVC Pipe S 72 297,842
1.04 7,433 LF 10-Inch PVC Pipe S 85 631,780
1.05 608 LF 12-Inch PVC Pipe S 95 57,760
1.06 1 EA Repair Booster Station S 5,000 5,000
1.07 1 EA Rams Hill Tank #1 S 75,000 75,000
1.08 1 EA ID 1-12 Well S 100,000 100,000
1.09 1 EA ID 1-16 Well S 100,000 100,000
Total ID-1 and ID-3 Replacement Cost: 1,583,649
ID - 4 and 5 Emergency Repairs Costs 2011 Dollars
No. Quantity Unit Description Replacement Cost Total
1 Construction Cost
1.01 4,319 LF 4-Inch PVC Pipe (Replace with 8-inch Pipe) S 72 310,990
1.02 15,297 LF 6-Inch PVC Pipe (Replace with 8-inch Pipe) S 72 1,101,398
1.03 8,549 LF 8-Inch PVC Pipe S 72 615,514
1.04 2,895 LF 10-Inch PVC Pipe S 85 246,109
1.05 1 EA Repair Booster Station S 5,000 5,000
1.06 1 EA 1 Million Gallon Tank S 125,000 125,000
1.07 1 EA Twin Tanks S 75,000 75,000
1.08 1 EA ID 4-11 Well S 100,000 100,000
1.09 1 EA ID 5-5 Well S 100,000 100,000
1.1 1 EA Wastewater Pump Station S 12,500 12,500
1.11 5 EA Sewer Manholes S 7,500 37,500
1.12 1 LS Wastewater Treatment Plant S 75,000 75,000
1.13 9,768 LF Wastewater Collection System Pipe S 95 927,960
Total ID-4 and ID-5 Replacement Cost: 3,731,971
Total Borrego Water District Estimated Water and Sewer Emergency Repairs 2011 Dollars and Construction Costs
No. Quantity Unit Description Replacement Cost Total
1 Construction Cost
1.01 5,598 LF 4-Inch PVC Pipe (Replace with 8-inch Pipe) S 72 403,034
1.02 18,411 LF 6-Inch PVC Pipe (Replace with 8-inch Pipe) S 72 1,325,621
1.03 12,686 LF 8-Inch PVC Pipe S 72 913,356
1.04 10,328 LF 10-Inch PVC Pipe S 85 877,889
1.05 608 LF 12-Inch PVC Pipe S 95 57,760
1.06 2 EA Booster Station S 5,000 10,000
1.07 1 EA 1 Million Gallon Tank S 125,000 125,000
1.08 1 EA Twin Tanks S 75,000 75,000
1.09 1 EA ID 4-11 Well S 100,000 100,000
1.10 1 EA ID 5-5 Well S 100,000 100,000
1.11 1 EA Rams Hill Tank #1 S 75,000 75,000
1.12 1 EA ID 1-12 Well S 100,000 100,000
1.13 1 EA ID 1-16 Well S 100,000 100,000
1.14 1 EA Wastewater Pump Station S 12,500 12,500
1.15 5 EA Sewer Manholes S 7,500 37,500
1.16 1 LS Wastewater Treatment Plant Repairs S 75,000 75,000
1.17 9,768 LF Wastewater Collection System Pipe S 95 927,960
Total Replacement Cost: 5,315,620
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April 14, 2011

Borrego Water District

Attention: Board of Directors

806 Palm Canyon Drive

Borrego Springs, CA 92004-3101

Subject: Update of the Groundwater Management Plan and Anza Borrego Desert Integrated
Regional Water Management Plan

Members of the Board:

Pursuant to Director Lyle Brecht's request, Wildermuth Environmental, Inc. (WEI) analyzed the 2009
Anza Borrego Desert Integrated Regional Water Management Plan (ABD IRWMP) developed by Bill
Mills and the 2002 Groundwater Management Plan (GMP) and subsequently prepared a process
description and cost estimate to update and synchronize those plans. Our observations regarding
the current situation on the ground and past management plan efforts are listed below:

« The groundwater basin is in a serious state of overdraft, and the adverse
economic consequences of overdraft are imminent. This is evident in the review
of groundwater level and chemistry data and corroborated in the ongoing USGS
studies in the basin where the hydrogeologic impacts of future pumping
scenarios are being evaluated. It is highly unlikely that the overdraft and its
attendant economic consequences will be self-correcting over time. What will be
required is the active management of the basin to achieve an economically least-
cost future for the Valley.

 The upper aquifer of the basin is deeper in the northern portion of the basin
where agricultural production occurs and shallower in the southern portion of the
basin where the District’s production occurs. It is likely that the District’s wells will
go out of production long before any agricultural wells are threatened.

* In addition to these production problems, the District will most likely be required
to treat groundwater, at great cost, prior to use as water quality deterioration is
likely to be exacerbated as overdraft continues and the water levels of the upper
aquifer drop towards the middle and lower aquifers. This requirement for
advanced water treatment is common when withdrawals occur in older geologic
sediments, which will occur in the basin as the water table in the upper aquifer
drops further and withdrawals commence from the middle and lower aquifers.

« The Bureau of Reclamation is in the process of evaluating the importation of
water into the ABD area; this work will be completed in the near future. The
USGS investigation will also be completed in the near future. The implications of
these two investigations will require updates to the GMP and the ABD IRWMP.
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That said, the District and other Valley stakeholders will need to develop and
implement a GMP now to ensure sustainable water use both for the purposes of
using the basin for water banking and if importation is not economically feasible
at this time.

e The 2002 GMP produced recommendations that would limit groundwater
production to a yield that would be sustainable over time.

« The 2009 ABD IRWMP produced recommendations to augment local supplies
with imported water and did not incorporate the recommendations of the 2002
GMP; at present, the two plans are neither consistent nor synchronized.

» These two plans need to be updated and synchronized to enable the District to
be eligible for state grants under Proposition 84—the 2012 state water bond,
should it be approved by the voters—and other future state grant programs.

We have observed and/or participated in the development of GMPs and IRWMPs, and based on our
experience in these processes, we respectfully recommend that the District and the Valley's other
stakeholders commence with the actions described below in a deliberate and expedited manner.

Develop an Implementable Groundwater Management Plan and ABD IRWMP with the Clear
Objective of Establishing a Managed Borrego Valley Groundwater Basin

Scope. The tasks required to develop an implementable groundwater management plan and an
ABD IRWMP that are mutually supportive of the objective to establish a managed Borrego Valley
Groundwater Basin include the following:

1. Establish a stakeholder group that will be administered by the District.

2. Clearly articulate the objectives of the GMP and ABD IRWMP.

3. Clearly articulate current and planned water use in the Borrego Valley Groundwater
Basin.

4. Clearly describe the state of the Basin based on existing and new data collected as part
of the development of the GMP.

5. Develop two management plan alternatives: one based on no importing of supplemental
water and the other based on importing supplemental water.

6. Develop preliminary implementation plans and costs for each groundwater management
plan alternative. The implementation plans must include schedules and milestones to
achieving sustainable groundwater production.

7. Develop financing alternatives for each groundwater management plan alternative.

8. Complete CEQA/NEPA processes for the GMP and ABD IRWMP.

9. Conduct a public process consistent with IRWMP and CEQA scoping requirements.

10. Revise the GMP to comport with the CEQA/NEPA process.
Cost and Time Required to Complete this Work. The estimated cost to complete these plans is
about $300,000 to $400,000, exclusive of CEQA/NEPA process. This cost assumes that the Bureau

and the USGS's ongoing work will be available for use in the GMP and ABD IRWMP. The cost of the
CEQA/NEPA process will be largely driven by the imported water alternative; thus, its cost is difficult
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to estimate. For planning purposes, the District should budget $100,000 for the CEQ/NEPA effort. It
is estimated that it will take about two years to complete this work.

Development of the Governance Structure and Rules to Implement the Groundwater
Management Plan for the Borrego Valley Groundwater Basin Portion of the ABD IRWMP that
Establishes a Managed Basin

The scope of this effort will be determined more precisely during the development of groundwater
management implementation and the ABD IRWMP. Based on our experience in the Beaumont and
Chino Basins, it could cost between $1 million to $4 million and take two to four years to develop and
implement a governance structure for establishing a managed Borrego Valley Groundwater Basin.
There may be additional costs borne by the other pumpers in the basin, and these costs may also be
considerable.

Please call me if you have any questions regarding the above or need further assistance in scoping
and developing these plans.

Very truly yours,

Wildermuth Environmental, Inc.

Mark Wildermuth, PE
President
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