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Municipal Water District

OMWD Interim Agricultural Water Program Reduction Plan

Metropolitan Water District of Southern California (MWD) staff announced their intention
to reduce their deliveries of surplus water under the Interim Agricultural Water Program
(IAWP) by up to 30 percent beginning January 2008 and continuing through 2009.

Retail Water Supply and Demand

Olivenhain Municipal Water District (OMWD) purchases 100% of its Municipal &
Industrial (M&I) and Agricultural water supplies from the San Diego County Water
Authority (SDCWA), a member agency of MWD.

OMWD operates its own water treatment plant that serves potable water to a distribution system
consisting of 14 reservoirs, over 400 miles of pipelines and approximately 25,000 service
connections. Raw water is procured from MWD through SDCWA; OMWD has no local surface
water or groundwater available. OMWD is expanding use of recycled water throughout its
distribution system wherever projects are economically viable. OMWD is currently exploring the
extension of recycled water lines to one IAWP customer; unfortunately, other IAWP customers are
not in areas where recycled water is available. Since agricultural water demand is less than 5% of
OMWD's total demand, the effects of increased IAWP cutbacks on system operations is negligible.

OMWD has patrticipated in MWD’s IAWP since it was implemented. OMWD-qualified
IAWP customers must complete the MWD IAWP application for consideration to join the
program. Once IAWP applications are completed, applications are then processed and
reviewed by the OMWD customer service department for eligibility. If qualified,
customers are assigned a user code “AC” for Agricultural Certified in order to receive the
MWD pass-through discount under the program. The OMWD water billing system has
the ability to store monthly agricultural water consumption by user code for all customer
types, including IAWP and non-IAWP customers, for nine (9) years.

A breakdown of OMWD deliveries by source from July 2003 through June 2006 are
attached as “A.” A breakdown of OMWD Agricultural Deliveries by type from July 2003
through June 2006 are attached as “B.”

The table attached as “C” includes the number of IAWP accounts and the total acre-foot
volume opting out of IAWP in 2009. Also included in attachment “C” is the total number
of accounts and the total acre-foot volume continuing to participate in IAWP in 2009.

In order to provide its agricultural customers with an option other than IAWP, OMWD
offers its own reduced Agriculture Water Rate to qualified customers who choose to



forego the benefits of service to the agriculture portions of their properties with full fire
flows in the event of wildfire. Under this Agriculture Water Rate, agriculture customers
with a home on the property receive the benefit of fire flows for the first 26 units,
representing their properties’ domestic use. OMWD’s Agriculture Water Rate provides
customers the benefits provided by SDCWA’s Emergency Storage Project, designed to
supply customers in the event that water deliveries from the north are interrupted, as
well as other SDCWA locally developed water supplies including the Imperial Irrigation
District Water Transfer, Central Valley Water Transfers/Groundwater Storage and the All
American and Coachella Canal Lining Projects which may lessen the amount of
reduction that may be imposed by MWD. OMWD Agriculture Water Rate customers are
classified as M&l for wholesale water purchases, and therefore will be equally subject to
any reductions that may be imposed on M&l customers and will receive an average
discount from OMWD of $22 per acre-foot compared with the full priced Municipal &
Industrial rate. OMWD administers this program independently of MWD and SDCWA.

Uses of Agricultural Water

Citrus and produce make up the majority of crops being cultivated and grown in the
OMWD service area. Information on specific crop types and associated acreage is
continuously changing from season to season and is not currently tracked by OMWD.
The combined parcel total for OMWD’s IAWP customers is 484 acres. This number
does not reflect the number of acres that are currently under cultivation. A map
showing the location of properties receiving IAWP deliveries in OMWD'’s service area is
attached as exhibit D.

IAWP Administration

Initial Notification

Notification was sent out to all IAWP patrticipants on July 3, 2007 to inform them

that beginning January 1, 2008 they are required to reduce their water use by up
to 30 percent based on the IAWP agreement. In addition, if they do not comply,

they will be subject to a penalty. A copy of this notification is attached as exhibit
E.

Follow Up Notification

OMWD received the final details regarding the IAWP reduction from SDCWA and
MWD on October 8, 2007. OMWD followed up with a second notification to its
IAWP participants with details including allotment printouts and programs to help
them monitor their water usage. Since the objective is to quickly reduce the
volume of water used by IAWP participants, OMWD will use a penalty rate as a
means to effectively control water consumption and to assess water consumption
for non-compliance. The cutbacks and penalties assessed will correspond to the
cutbacks and penalties that MWD imposes on OMWD.

Opt Out Notifications

OMWD natified its IAWP customers of the option to “opt out” in November 2008.
OMWD provided four options to its customers: 1.) Opt out of IAWP and become
full service M&I customer, 2.) Opt out of IAWP into San Diego County Water
Authority’s Special Agricultural Water Rate Program, 3.) Opt out of IAWP and
into OMWD’s Agriculture Water Rate Program, 4.) Remain in the IAWP with the



understanding that if M&I deliveries are mandatorily reduced by 15%, IAWP
reductions would increase to 40% and the program will be phased out over the
next five years. A copy of OMWD “Opt Out” Options for 2009 is attached as F

Forums and Meetings with IAWP Participants

OMWD attended the San Diego County Farm Bureau Agricultural Water Outlook
forum on September 27, 2007 to meet with IAWP participants and discuss ways
that they can conserve and to offer assistance. A second forum for IAWP
participants was held at OMWD'’s headquarters on October 30, 2007.

OMWD attended the San Diego County Farm Bureau Agriculture Water Summit
held November 12, 2008 in order to keep open lines of communication with
IAWP participants. OMWD hosted an “IAWP Opt Out Workshop” on December
3, 2008, educating its customers on statewide water supply conditions and the
opt-out options available to them.

IAWP Reduction Implementation Plan

Letters were sent to all OMWD IAWP customers informing them about the required
reduction along with a draft of their monthly allotments. OMWD has mailed draft ‘09
allotments to all IAWP customers who have opted to remain in the IAWP program.

OMWD plans to continue the following Reduction Implementation Plan due to the
success of achieving its IAWP reduction targets in 2008.

Who Gets Cut

OMWD will require all IAWP customers in the program as of December 31, 2006
to have a reduced allotment. IAWP participants will be expected to implement
necessary measures to achieve the reduction required by MWD. The
determination of those measures falls under the purview of each individual
customer. A few OMWD IAWP customers have indicated that they will not grow
certain water intensive crops throughout this reduction period. OMWD wiill
continue to work with its IAWP customers to encourage implementing effective
conservation measures to ensure the 30% reduction will continue to be met.
Participants have indicated that further stumping and tree removal will be
necessary should deeper reductions be required by MWD in 2009.

A total of two IAWP participants sustained damage during the 2007 Wildfires.
The total acreage of both sites was 22.92 acres. At this time it has not been
determined what portion of this total acreage was under cultivation prior to the
fire damage.

Remaining in the IAWP

OMWD will require all IAWP customers in the program to remain on the program
until the shortage is announced as over by MWD and/or participants have the
option to opt out of the IAWP program in January 2010.

Process for Calculations and Penalties

OMWD will utilize monthly water reads to monitor monthly water consumption for
each customer. A monthly water allotment determined by the percentage
reduction against the base year will be provided to OMWD IAWP participants.
Monthly “AC” water used over the allotment for the selected base year IAWP will



be billed at the OMWND Agricultural rate plus MWD penalty rate for each 100
cubic feet of excess water used. Water volume used under the allotment target
for that month may be rolled forward to the subsequent month and used as a
credit until the end of each 6 month program period. Additionally, OMWD wiill
allow allotment credits to accumulate and roll forward from the first 6 month
period to the second 6-month period until credits are used or the end of the
calendar year, whichever comes first. However, no dollar adjustments would be
given to adjust or offset penalties previously paid in prior months, allowing
OMWD to recover revenue lost due to this cut back in order to meet system
revenue requirements. Per approval by the Board of Directors, OMWD will not
refund penalties incurred by the customer. Should an IAWP participant fail to
meet the target on a continuing basis, OMWD will implement mandatory flow
restriction to reduce water consumption. Any customer who fails to meet their
allotment at the end of the first 6 months will be evaluated by OMWD staff which
may require additional action to ensure that the reduction is met. These actions
may include the installation of a flow restricting device.

OMWD will provide information or support requested by MWD in order for MWD to
perform spot checks. Additionally, OMWD will verify that each IAWP participant qualifies
for agricultural designation per the terms set forth by MWD through performing audits
throughout 2009.

Impact on Metropolitan

OMWD is a member of San Diego County Water Authority, however it will certify IAWP
credits within the new 3 month time period.

Respectfully Submitted January 5, 2009 by:

Kimberly A. Thorner, Esq.

General Manager

Olivenhain Municipal Water District
1966 Olivenhain Rd.

Encinitas, CA 92024

(760) 753-6466 ext. 158



Attachment A

Olivenhain Municipal Water District
IAWP Reduction Plan Source Data
July 2003 - June 2006

Breakdown of Deliveries by Source in Acre Feet:

OMWD
Water
July 2003 - June 2004 Supply
Jul-03 Aug-03  Sep-03  Oct-03 Nov-03 Dec-03 Jan-04 Feb-04 Mar-04 Apr-04 May-04 Jun-04 Total Sources
Recycled 0 9.2 56.1 53 44.9 20.8 23.5 27.8 15.4 29.6 42.5 53.5 376.3 2%
Imported 2066.9 2659.6 2358 2206.2 1846.4 1207 12324 1164.6 897.9 14423 2112 2578.6 21771.9 98%
Total 2066.9 2668.8 24141 2259.2 1891.3 1227.8 12559 11924 913.3 14719 21545 2632.1 22148.2 100%
July 2004 - June 2005
Jul-04 Aug-04 Sep-04 Oct-04 Nov-04 Dec-04 Jan-05 Feb-05 Mar-05 Apr-05 May-05 Jun-05 Total
Recycled 57.1 58.1 62.4 63.7 27.3 24.6 25.9 13.8 14.3 20.9 51.3 56 475.4 2%
Imported 2519.1 2740.2 2714 27732 11786  1099.7 970.8 728 596.6 1275.2 1909.1 2259.3 20763.8 98%
Total 2576.2 2798.3 2776.4 2836.9 12059 11243 996.7 741.8 610.9 1296.1 1960.4 2315.3 21239.2 100%
July 2005 - June 2006
Jul-05 Aug-05 Sep-05 Oct-05 Nov-05 Dec-05 Jan-06 Feb-06 Mar-06 Apr-06 May-06 Jun-06 Total
Recycled 60.3 89.1 89.3 95.3 52.6 56.3 53.7 48.7 49.9 16.5 39.7 78.7 730.1 3%
Imported 2587.7 2757 2830.2 2328.8 1620.3 1725 1252.9 13412 1204.7 863.5 1372 1839 21722.3 97%

Total 2648 2846.1 29195 24241 16729 1781.3 1306.6 1389.9 1254.6 880  1411.7 1917.7 22452.4 100%




Olivenhain Municipal Water District
IAWP Reduction Plan Source Data

July 2003 - June 2006

Breakdown of Agricultural Deliveries by Type in Acre Feet:

July 2003 - June 2004

Attachment B

Jul-03 Aug-03  Sep-03 Oct-03 Nov-03 Dec-03 Jan-04 Feb-04 Mar-04 Apr-04 May-04 Jun-04  Total
IAWP 164.6 231.1 228 195.5 168.5 92.9 82.6 83.6 52.9 93.8 150.3 210.6 1754.4
Non IAWP 60.6 84.8 77.1 71.7 53.2 32.6 31.1 27.8 20.5 39.0 59.2 77.7 635.3
Total 225.2 315.9 305.1 267.2 221.7 125.5 113.7 111.4 73.4 132.8 209.5 288.3  2389.7
July 2004 - June 2005

Jul-04 Aug-04 Sep-04  Oct-04 Nov-04 Dec-04 Jan-05 Feb-05 Mar-05 Apr-05 May-05 Jun-05  Total
IAWP 187.6 224.1 205.1 232.7 94.6 50.5 50.9 29.1 25.2 55.9 125.8 1489 14304
Non IAWP 71.2 88.5 81.5 80.0 27.7 23.3 23.1 145 10.7 23.9 47.5 60.1 552.0
Total 258.8 312.6 286.6 312.7 122.3 73.8 74 43.6 35.9 79.8 173.3 209 19824
July 2005 - June 2006

Jul-05 Aug-05 Sep-05 Oct-05 Nov-05 Dec-05 Jan-06 Feb-06 Mar-06 Apr-06 May-06 Jun-06 Total
IAWP 172.6 202.7 210 164.6 104.8 99.9 81.1 100.8 40.7 27.9 54.1 93.1 13523
Non IAWP 70.2 72.7 78.1 64.8 40.4 44.6 31.2 31.2 29 14.9 25.4 43.3 545.8
Total 242.8 275.4 288.1 229.4 145.2 144.5 112.3 132 69.7 42.8 79.5 136.4  1898.1
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Attachment E

July 3, 2007

Water Supply Advisory for IAWP Participants

Dear IAWP Participant:

As a participant in the Metropolitan Water District of Southern California’s (MWD) Interim
Agricultural Water Program (IAWP), you have been able to purchase water at a discounted certified
rate. This discounted water is subject to interruption in times of water supply shortages and
emergencies. The Olivenhain Municipal Water District (District) would like to inform you that
MWD has announced their intention to reduce deliveries of surplus water under the IAWP by up to
30 percent beginning with January 2008 usage. This means that beginning with your January usage
you will be required to reduce your water usage by up to 30 percent. If you do not make the
required reduction per your IAWP agreement with the District and MWD you will be penalized.

As January 2008 approaches the District will provide you with more details including tools and
programs to help you monitor your usage. We anticipate knowing the details of the reduction plan
for IAWP participants no later than September 2007.

Sincerely,

Kimberly A. Thorner
General Manager



Attachment F (Opt Out Options Letter)



Board of Directors

Susan J. Varty, President OL N N General Manager
Robert F. Topolovac, Vice President 1 Kimberly A. Thorner
Mark A. Muir, Treasurer -\ General Counsel
Jacob J. Krauss, Secretary \—/ Wesley Peltzer

Edmund K. Sprague, Director Municipal Water District
1966 Olivenhain Road, Encinitas, California 92024 | Phone (760) 753-6466 | Fax (760) 753-5640 | www.omwd.com
November 2008

Interim Agricultural Water Program “Opt Out” Options for 2009

At its October 14" Board Meeting, the Metropolitan Water District of Southern California (MWD)
Board of Directors voted to phase out its Interim Agricultural Water Program (IAWP) by 2013. As
part of this action, current IAWP participants are now given the opportunity to “opt out” and become
full price, full service customers, starting in January of 2009 and each January thereafter until the
program is phased out in January 2013.

As an IAWP customer, you now have the choice to opt out of the IAWP program. All requests to opt
out must be received in writing by December 19, 2008 at Olivenhain Municipal Water District, 1966
Olivenhain Rd, Encinitas, CA, 92024. Please read below to learn about all options available for your
account at this time. These options are also summarized in the enclosed Agricultural Program
Scenario Table. Please note that once you opt out of the MWD IAWP, you will not be able to reapply
for the program and there will be no new applications accepted into the program.

In the event that your property no longer qualifies for designation as agricultural, defined as at least
one acre under cultivation for commercial purposes, please select Option 1 below. OMWD will
conduct audits on all agricultural accounts in 2009.

Please initial next to your chosen option. By initialing next to your chosen option, signing at the
bottom of this form, and returning this form to the address stated above, you hereby agree to the
terms set forth by this correspondence and are designating a change to the classification of your
account by OMWD. If you have any questions regarding the options contained herein, please plan to
attend the IAWP “Opt Out” Workshop on December 3, 2008 as described below.

OPTION 1 — Agriculture customers with a house on the property can opt out
of IAWP and become a Municipal and Industrial (Residential) Full Rate Customer: You
will no longer be subject to the reduction levels under the IAWP, which are currently 30%. As a
full service residential customer you will receive the associated benefits provided by the San
Diego County Water Authority’s (SDCWA) Emergency Storage Project designed to supply
customers in the event that water deliveries from the north are interrupted, as well as other
SDCWA locally developed water supplies (Imperial Irrigation District Water Transfer, Central
Valley Water Transfers/Groundwater Storage and the All American and Coachella Canal
Lining Projects) that may lessen the amount of reduction that may be imposed by MWD.
However, you will pay an additional $129 per acre foot ($.30/HCF), approximately, over your
current IAWP rate, and be subject to the residential tiered rate structure and any reductions
that may be imposed on municipal residential and commercial customers in the future.
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(Please Note: The dollar amount is based on current rates, which are subject to change in
2009).

OPTION 2 - You can opt out of IAWP, but remain on the San Diego County
Water Authority (SDCWA) Special Agricultural Water Rate (SAWR): Currently the MWD
IAWP discount makes up about 66% of the total agricultural discount and the balance comes
from SDCWA through their Special Agriculture Water Rate (SAWR). The SDCWA discounts
are tied to MWD IAWP participants not paying for and thus receiving a lower level of service
from the SDCWA Emergency Storage Project or the reliability benefit of the regional water
supplies developed by the SDCWA, such as the Imperial Irrigation District Transfer, Central
Valley Transfers/Groundwater Storage and the All American and Coachella Canal Lining
Projects. If you opt out of IAWP and opt to continue the SAWR discount, you will be subject to
the potential of complete interruption in SDCWA supply in the event of an emergency and you
will also be subject to deeper cutbacks of any restrictions that may be imposed on residential
customers in the future as result of not paying for SDCWA regional resources mentioned
above. You will, however, receive a discount of $39 per acre foot ($.09/HCF) compared with
the full-priced residential rate. (Please Note: The dollar amount is based on current rates,
which are subject to change in 2009).

OPTION 3 - You can opt out of IAWP, but remain subject to Olivenhain
Municipal Water District (OMWD) Agriculture Rate: OMWD currently offers a reduced
agriculture water rate to agriculture customers who choose to forego the benefits of service to
the agriculture portions of their properties with full fire flows in the event of wildfire. Agriculture
customers with a home on the property receive the benefit of fire flows for the first 26 units,
representing their properties’ domestic use. OMWD'’s Agriculture Rate does provide customers
the benefits provided by the San Diego County Water Authority’'s (SDCWA) Emergency
Storage Project, designed to supply customers in the event that water deliveries from the north
are interrupted, as well as other SDCWA locally developed water supplies (Imperial Irrigation
District Water Transfer, Central Valley Water Transfers/Groundwater Storage and the All
American and Coachella Canal Lining Projects) that may lessen the amount of reduction that
may be imposed by MWD. However, while you will be equally subject to any reductions that
may be imposed on residential customers in the future, you will receive an average discount of
$22 per acre foot ($.05/HCF) compared with the full priced Municipal & Industrial rate. (Please
Note: The dollar amount is based on current rates, which are subject to change in 2009).

OPTION 4 - You can remain in the IAWP and SAWR program and will be
given the option to opt out in 2010, 2011, and 2012: If you elect to stay in IAWP for 2009,
your IAWP and SAWR discount will continue to be $129 per acre foot ($.30/HCF) and your
required reduction will stay at no less than 30%, with the potential of being increased to a 40%
reduction and beyond if mandatory residential and commercial reductions are set at 15% or
more. If you elect to continue to participate beyond 2009, the amount of discount will
incrementally decrease each year, but the percentage of required reduction will also diminish
by equal increments, until both the IAWP discount and the required reduction levels above
those imposed on residential customers will end in January of 2013. (Please Note: The dollar
amount is based on current rates, which are subject to change in 2009. All existing IAWP
parameters apply).
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Further Information

What is the potential for further agricultural cuts and Residential/Commercial Reductions in
2009 and beyond? OMWD'’s water supply prospects for 2009 depend somewhat on the weather. If
we have a normal or wet winter, we may avoid mandatory residential and commercial reductions, but
we anticipate that the IAWP cuts will remain in place because of the court-imposed Delta pumping
restrictions. If it is a below-normal or dry winter, given that our regional and state storage levels are at
record low levels in some areas, we anticipate mandatory residential and commercial reduction in the
range of 5% to 15%.

If we reach the 15% level of mandatory residential/commercial cut backs, then those remaining in the
MWD IAWP will be required to reduce their consumption by as much as 40%.

Agriculture Program Workshop: OMWD will be hosting a workshop at its headquarters on
December 3, 2008 at 6:30pm for those IAWP customers that wish to discuss and further explore their
options. Please contact Joseph Randall at (760) 632-4232 to RSVP for this workshop. Attached
please find a draft copy of your allocations in 2009 were you to choose Option 4 above and remain in
the IAWP program.

Please select your preferred option by initialing next to your choice, signhing your name below
and returning this form to Olivenhain Municipal Water District, 1966 Olivenhain Rd, Encinitas,
CA, 92024 by 5 PM on December 19, 2009. If you do not respond by December 19, 2009, you
will remain in the IAWP program and will not be allowed to opt out until the next cycle in
January 2010.

For further information or questions, please contact Joseph Randall at (760) 632-4232.

Thank you for your cooperation,

Kimberly A. Thorner
General Manager

By signing below you acknowledge that you are subject to the conditions and rates set forth by your
chosen option.
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Signature

Account Number

OMWD Agricultural Program Scenario Table

Date

*Scenario is based on average agriculture water user with approximately 130 hcf consumption per
month with a mandatory 10% reduction imposed by the Metropolitan Water District of Southern

California (MWD).
Agriculture Water Rate Level of Cutback
Water Rate Discount Level Service Potential
Options Provided
Option 1 No Discount, Full Service. Firm | 7%
(Residential) Subject To Demand.
Residential Tiered
Rate Structure
Option 2 $0.09/hcf Reduced water 10%
(SDCWA SAWR) reliability due to
not paying for and
therefore, not
receiving benefit
of SDCWA Local
Resources.
Option 3 $0.05/hcf Reduction of 7%
(OMWD service associated
Agriculture Rate) with fire flow not
calculated on use
over first 26 units.
Option 4 $0.30hcf Reduced level of | 30% reduction in
(MWD IAWP) reliability due to effect. If
the shortage in residential
surplus water as cutbacks are
declared by MWD. | implemented
(15%) then IAWP
customers’

cutbacks would
increase to 40%.
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