Letter No. G1

September 21, 2011

P.O. Box 2692
Globe, .Az. 85502
(928)812-0967

Mr. Mitch Glaser

Los Angeles County Dept. of Regional Planning
320 W. Temple St.

Los Angeles, CA 90012

Re: Sept. 28 Hearing, SCV Area Plan, Project #R2007-01226-(5)
Ranch in Oak Canyon owned by Lechler Ranch LLC and
Maureen Davidheiser Trust

We have been given only a short time to review the very long
final environmental impact report. My computer isn't working,
so I have not been able to read the CD ROM. The FEIR should
take into account the effect of the wildfire that burned our
entire ranch several years ago; it has drastically changed
the environment, and I don't think the ranch is suitable for
an SEA district.

One of the reasons given for the SEA proposal is protection
of red-footed frogs, if there really are any in Oak Canyon.
According to a newspaper article, the Fish & Wildlife Service
issued rules setting aside 1.6 million acres for these firogs.
I thought that was what national forests were for. Our ranch
is close to the Los Padres National Forest, where frogs can
hop around in a vast pristine wilderness owned by the public
without further limiting the rights of property owners.

Our ranch is zoned Agricultural, but it appears that the SEA
board can overrule uses permitted by zoning. Permatted uses
seem to be left up to arbitrary decisions by the SEA board.

We would have no assurance that this board was fair-minded;

it might well consist of environmental extremists who oppose
almost any agricultural uses. I believe SEA provisions regard-
ing conservation easements are illegal.

Existing regulations ensure adequate open space on our property
without adding to the expanding bureaucracy and over-regulation
that is causing a political backlash in this country and testing
the patience even of Democrats like me.

“VNownom, Lowdhoisn
Maureen Davidheiser

Trustee, Maureen Davidheiser Trust
Member, Lechler Ranch LLC

SEP 26 201
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2.0 Topical Responses, Comment Letters, and Responses to Comment Letters

Letter No. G1 Maureen Davidheiser, September 21, 2011

Response 1
The commenter expresses her opposition to the proposed Santa Felicia Significant Ecological Area (SEA)

designation and reiterates comments made in Letter No. D63 and Letter No. D86.

Please see responses to Letter No. D63 and Letter No. D86.
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Los Angeles, CA 90010-1904

Letter No. G2

3435 Wilshire Boulevard
Suite 320

/‘ I SIERRA (213) 387-6528 phone

(213) 387-5383 fax

y C LU B www.sierraclub.org

FOUNDED 1892

9-22-11 SR e

Mitch Glaser, Planner

Los Angeles County Dept of Regional Planning
300 W. Temple St.

Los Angeles, CA 90012

Re: One Valley One Vision General Plan Update and EIR,
Wednesday September 28th" Agenda Item

Please Copy to All Commissioners
Dear Mr. Glaser:

As the County is undoubtedly aware, several new developments have come to light in the last
few months that will affect water supply and water quality for the proposed One Valley One
Vision General Plan update. The Sierra Club therefore submits these additional comments and
asks that the issues herein be addressed.

This Plan proposes to allow development and a population projection of nearly double the
currently residents in the Santa Clarita Valley. It is therefore imperative that the County ensures
that both existing and future residents have a clean and safe drinking water supply and that the
water quality of the Santa Clara River is protected.
Chlorides
A news article in the Newhall Signal dated June 8™ 2011, stated that the Los Angeles Regional
Water Quality Control Board has issued Notices of Violation for the Saugus and Valencia
Treatment plants for failure to address the Chloride TMDL. The OVOV Plan should disclose
these Notices and discuss how the County plans to comply with the Clean Water Act while
doubling the current population and increasing effluent flow to the Santa Clara River.

Statements by Castaic Lake Water Agency and the Sanitation Districts that water from the Kern
area serves to reduce the chloride concentration in State Water Project (SWP) water are not
accurate for the following reasons:

1. No study exists to verify this hypothesis.

2. CLWA water wheeled from banking projects in the Kern area through the aqueduct is only a
small percentage of the total state water delivered through the east and west branch of the
aqueduct. Thus, this water could not possibly reduce chloride levels in SWP water in any
appreciable amount.

Spread of Ammonium Perchlorate Pollution to Well V201
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Health Concerns ,

Ammonium perchlorate interferes with iodine uptake by the thyroid gland, thus producing
hypothyroidism. This condition especially affects sensitive populations including fetuses,
infants, small children and those with impaired immune systems. It-can cause retardation in
infants and children.

Ammonium perchlorate has now also been identified in as many as 285 different foodstuffs’
from crops and cows that have absorbed it through a contaminated water supply. Thus,
according to the Environmental Working Group, “every day, the average two-year-old will be
exposed to more than half of the EPA's safe dose of perchlorate from food alone,” % a dose that is
much higher than that allowed in California drinking water. 3

A study providing the basis for setting the ammonium perchlorate MCL at 2ppb in
Massachusetts concluded that: “Current data indicate that perchlorate exposures attributable to
drinking water in individuals at sensitive life stages should be minimized. . ..Widespread
exposure to perchlorate and other thyroid toxicants in drinking water and foods suggest that more
comprehensive policies to reduce over all exposures and enhance iodine nutrition are needed.”

While State officials recently urged an even lower Maximum Contaminant Level (MCL) for
ammonium perchlorate and the Environmental Working Group urges a 0 tolerance level for
children, the public in this Valley was not even alerted to the closure of yet another drinking
water well due to perchlorate pollution. ‘ '

New Information
On June 9%, 2011, the Newhall Signal ran a news story regarding the spread of the pollution
plume to Valencia Saugus water well 201. (Press release attached).

Interestingly, the press release noted that this well has been closed since August 2010. However,
the OVOV Plan did not disclose or discuss this information. Failure to disclose such important
information in the DEIR and to the public constitutes a serious deficiency in the CEQA
document and in the planning process. Since this well has been closed for almost a year, during
which time many hearings on the OVOV plan were held, there seems to have been a deliberate 4
effort to miss-inform the public and the decision-makers. We strongly protest the Water
Agencies’ lack of transparency on this matter.

As the County undoubtedly knows, this is an extremely serious situation since it means that the
pollution plume has moved beyond the “pump and treat” capture wells and is moving at a much
faster rate of travel than previously estimated would occur. In 2004, the Sierra Club expressed
concern over the possibility of such a scenario, but the water agencies and others disregarded
those concerns.

: Murray, C.W., Egan, S.K., Kim, H., Beru, N., and Bolger, P.M. (2008). US Food and Drug Administration’s Total
Diet Study: Dietary Intake of Perchlorate and Iodine. JESEE 18:571-580. :

? “Perchlorate in Food and Beverages”, Environmental Working Group, 2008
http://www.ewg.org/reports/FDA-Finds-Rocket-Fuel-%28Perchlorate%29-in-Food-and-Beveraces

* “Basis for Massachusetts Reference dose and Drinking Water Standard for Perchlorate”, Zewdie, Smith,
Hutchinson, West”, Massachusetts Department of Environmental Protection
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If pumping from this well continues, such pumping would likely draw the pollution plume
further in a westerly direction, thus spreading the contamination into an even greater portion of
the Saugus aquifer and possibly making that ground water source unusable.

This now likely possibility has major implications for water supply in'the Santa Clarita Valley.
As noted in the 2011 Urban Water Management approved in June and on file with the County
(hereby incorporated by reference), the Saugus Aquifer is a major source of water supply and the
only local bank in the event of a severe drought. The Sierra Club therefore believes it is
imperative that the County delay approval of the OVOV Plan in its current form. We believe the
Plan must now be re-written to address the areas of concern stated in our previous letter, but also
the following:

1. Water supply from well 201 should be permanently removed as available in the Plan until
new modeling indicates continued pumping would not spread the plume. Pump and Treat
scenarios are not acceptable if they will merely spread the plume and pollute more wells.

2. Well Q2 should be re-tested on a monthly basis to make sure that pollution is not occurring
there again.

3. All wells in the plume area should be tested for TCE and PCE.

4. All results for contamination by ammonium perchlorate, TCE, and PCE should be disclosed

" in the EIR so that decision makers can be aware of the full extent of the problem.
5. The Plan should be re-evaluated for the adequacy of the water supply.
6. The Plan should require automatic re-evaluation if/when further well closures occur.

In 2004 the Appellate Court* found for the Sierra Club and the Friends of the Santa Clara River
and set aside CLWA’s 2000 Urban Water Management Plan for failure to provide a timeline
indicating when treatment facilities for water polluted by ammonium perchlorate would be
available. In light of this precedent setting legal decision involving the Agencies’ failure to
adequately disclose the ammonium perchlorate pollution problem, we encourage the Agencies to-
act in good faith, withdraw the current plan and address these serious issues.

Conclusion .
The Sierra Club asks that the County delay the approval of the OVOV Plan and the certification
of the EIR until this new information is evaluated and addressed.

Sincerely, —

Katherine Squires
Conservation Chair, Santa Clarita Group
Sierra Club

Attachments: A
1. RWQCB Notices of Violation for SCV treatment plants dated 5-27-11
2. Press release regarding closure of well 201

* Friends of the Santa Clara River v. Castaic Lake Water Agency (2004) 123 Cal.App.4th
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FORIMMEDIATE RELEASE
June 9? 2011

P—ERCHLORATE DETECTED DURING ROUTINE TESTING
Well Removed from Service Pending Treatment Covered By
Whittaker Bermite Settlement Agreement

Valencia Water Company has notified the Whittaker Bermite property owners that it will seek
remediation funds to clean up a closed well near Santa Clarita City Hall following routine water
quality testing that detected low levels of perchlorate. The remediation funds are being sought
under a 2007 settlement agreement among Castaic Lake Water Agency (CLWA), Newhall
County Water District, Santa Clarita Water Division and Valencia Water Company and
Whittaker Corporation and others to address clean-up of impacted wells from the former
munitions site.

In August 2010, Valencia Water Company detected perchlorate in Well 201 near City Hall.
Although the perchlorate levels were within safe drinking water standards; the company
immediately took the well out of service and notified the State Department of Public Health.
Valencia Water Company continned to monitor the inactive well on a monthly basis. The most
recent sample confirmed that perchlorate is still present and that wellhead treatment is needed as
outlined by the settlement agreement with Whittaker Bermite.

“Our diligence in conducting extensive testing enabled us to quickly shut down the well and
continue to provide safe water to our customers,” said Keith Abercrombie, General Manager for
Valencia Water Company. “The removal of this well from service will not have any near-term
or long-term impacts on the quality or cost of water to our customers. To the extent it is even
necessary, we will shift production to other wells elsewhere in the groundwater basin.”

CLWA General Manager Dan Masnada said, “The closing of this well will not impact the Santa
Clarita Valley Family of Water Suppliers' ability to adequately provide water to our customers
and will not have a negative impact on the Valley’s water supply. CLWA and the water retailers
continue to ensure that all drinking water quality standards are met and long-term solutions are

put in place to address the presence of perchlorate in small portions of the Valley’s groundwater
aquifers.

“In additidn, a pending update of the 2010 Santa Clarita Valley Urban Water Management Plan
will examine the presence of perchlorate in Well 201,” Masnada said.

Valencia Water Company works cooperatively with and as a member of the Santa Clarita Valley

Family of Water Suppliers to provide customers a mix of groundwater purnped from area wells
and imported state water. In April 2007, the local water suppliers and the Whittaker Bermite

-more-
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Valencia Water Company Well, Page 2

property owners negotiated a settlement, which establishes funding to address the clean-up of
perchlorate from the former munitions site.

Last year, a $13 million treatment facility near Bouquet Canyon Road and the Santa €lara River
came on line to treat perchlorate in groundwater emanating from the Whittaker Bermite property.
That treatment facility is part of a larger program that includes the restoration of two perchlorate-
impacted wells to extract contaminated groundwater and control the migration of perchlorate in
the Saugus Formation aquifer. The cost of that “pump and treat” system is also covered under
the settlement agreement that protects the public from paying for the remediation costs.

As part of the settlement, several wells were identified as potentially threatened by perchlorate,
mcluding Well 201. Thus, while the now-operational pump and treatment program is intended to
control migration of perchlorate, the possibility of further contamination in the direction of
groundwater flow was recognized before its installation, and provisions were incorporated in the
program to treat any additional wells impacted by perchlorate. Initial operation of the pump and
treatment remediation is functioning as planned, and is still applicable for both of its objectives —
to control contaminant migration near the source and to extract perchlorate from the aquifer
system. In short, the detection of perchlorate at Well 201 does not reflect any change in the
anticipated long-term effectiveness of the containment and treatment remedy.

Prior impacted wells included Q2, a Valencia Water Company well that underwent successful
wellhead treatment in 2005 utilizing the same treatment technology contemplated for Well 201,
and today has no perchlorate detection. Since 1997, seven wells in the Santa Clarita Valley,
including this most recent one, have been impacted by perchlorate. Three of those wells have
been successfully treated and retumned to service, two have been replaced, one is planned to be
replaced and this most recent well will have treatment installed.

Perchlorate is a regulated drinking water contaminant in California with a8 maximum contaminant
level (mncl) of 6 parts per billion (ppb). The Valencia Water Company test in August 2010 was 5
ppb. During the last several months, readings have varied from 5 to 12 ppb in the most recent
test.

Perchlorate is both a naturally occurring and man-made ion used to form a variety of salts.
Perchlorate is primarily used today as an oxidizer in solid rocket fuel and other propellants and to
a lesser extent, in fireworks, explosives and air-bag inflators. It is highly soluble in water and
bas been detected in ground and surface water in 26 states. It has also been detected in water

supplies in close proximity to sites where solid rocket fuel was manufactured or used, such as the
‘Whittaker Bermite site.

Valencia Water Company is a water provider to 113,000 residential, commercial, industrial and
business customers in Valencia, Stevenson Ranch and portions of Sangus and Castaic.

Contact: Keith Abercrombie, General Manager, Valencia Water, (661) 295-6501
Dan Masnada, General Manager, CLWA, (661) 297-1600 Ext. 239
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Linda S. Adams
Acting Secretary for
Environmental Protection '
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0112.023

\(‘, _ Los Angeles Region

California Regmnal Water Quality Control Board

320 West Fourth Street, Suite 200, Los Angeles, California 90013
(213) 576-6600 * Fax (213) 576-6640

http://www. waterboards.ca.gov/losangeles : ‘ Edmund G. Brown Jr.
: - ‘ " -Governor
May 27,2011 4
Mr. Stephen R. Maguin ~ CERTIFIED MAILL }
Chief Engineer and General Manager .~ RETURN RECEIPT REQUESTED
County Sanitation Districts of Los Angeles County = NO. 7010 3090 0002 1022 3817
1955 Workman Mill Road :

Whittier, California 90607-4998
Dear Mr. Maguin:
NOTICE OF VIOLATION - SANTA CLARITA VALLEY SANITATION DISTRICT OF

LOS ANGELES COUNTY VALENCIA WATER RECLAMATION PLANT (ORDER
NO. R4-2009-0074 NPDES NO CA0054216, CI 4993).

Santa Clarita Valley Sanitation District of Los Angeles County (hereinafter ‘Discharger or -

- SCVSD, formerly referred to as Los Angeles County Sanitation District), discharges wastewater
_pursuant to Order No. R4-2009-0074 and National Pollutant Discharge Elimination System

(NPDES) Permit No. CA0054216 (Order), which was adopted by the California Regional Water
Quality Control Board Los Angeles Region (chmnal Board).-

The Order authorizes the Discharger to dlschatge up to 21.6 MGD of tertiary-treated wastewater

. from the Valencia Water Reclamation Plant (hereiriafter Facility). The Order sets forth waste

discharge requirements, including effluent limits, and 4 monitoring and reporting program (MRP

CI-4993) that.apply to the discharges of pollutants from the Facility. This wastewater contains

chlorides and other pollutants that can degrade water quality and impact beneficial uses of water,
and that are defined as wastes under the Porter-Cologne Water Quality Control Act (Cal.Wat.
Code § 13000 et seq.). The treated wastewater is dxscharged to the Santa Clara River, a
navigable water of the United States. . ’

MRP CI-4993 requires that the Discharger submit self-monitoring reports, d;lschaige moiutonng
reports, and an annual summary report to this Regional Board in compliance w1th all Standard

" Provisions related to monitoring, reporting, and recordkeepmg

Provision VI.C.8, on page 41 of the Order reads: "The d15charger shall comply with the
applicable TMDL-related tasks’, and future revisions thereto, in Attachment K of‘this Order."

' The Upper Santa Clara River Chloride TMDL was approved by the Regional Board, the State Water Resources

" Control Board, the State Office of Administrative Law (OAL), and the U.S. EPA, and became effective on April 6,
.2010. The USCR Chloride TMDL Implementation Plan, including Task 17(a), was accommiodated into Order No.

R4-2009-0074 and NPDES Permit No. CA0054216 on June 4, 2009 and became effective on July 24, 2009.

California Environmental Protection Agency

Rg%cled Paper
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Stephen R. Maguin -2 - ‘ , May 27, 2011

Attachment K lists the TMDL tasks. Page K-3 lists Task 17(a). -

You are hereby notified that the Discharger is out of compliance with requirements established in -
the Order and has violated California Water Code section 13383 for failure to complete Task -
17(a) in Attachment K as follows: .

e Failure to complete a Programmatic Environmental Impact Report (EIR) for facilities to

- comply with final permit effluent limits for chloride. The Discharger submitted a copy of

a Notice of Exemption from the requirement to prepare an EIR or Negative Declaration to

the Regional Board on May 2, 2011. The Notice of Exemption does not meet the

requirements of Task 17(a) in Attachment K because it does not constitute a

programmatic EIR and it addresses actions to meet the conditional wasteload allocations
(WLAs) not actions to meet the final effluent limits for chloride. 3

e Failure to submit an adequate Wastewater Facilities Plan for facilities to comply with
final permit effluent limits for chloride. The Santa Clarita Valley Chloride TMDL
Facilities Plan (Facilities Plan) submitted by the SCVSD on May 2, 2011 is inadequate
because it is.not a plan for actions to meét the final effluent limits for chloride of 100
mg/L. If the Facilities Plan was inténded to comply with the conditional WLAs in the

- TMDL, it is inadequate because it does not provide the facilities necessary to allow
apphcanon of cond1t10na.l WLAs. :

You are requlred to comply immediately Wltﬁ the foliowing tasks:

1. Ensure that Task 17(a) in Atfachment K is completed and the Wastewater Facilities Plan
and Programmatic Environmental Impact Report for facilities to comply with final permit
-effluent limits for chloride 'a_re submitted to the Regional Board.

2. Ensure full implementation of all requirements contained in MRP CI-4993.

3. Submit a written response (1) confirming you have corrected these violations with a brief

description of how you bave corrected them, or (2) identifying when you will have

-eompleted correcting these violations and a brief description of how you will correct
them. Submit your written response by June 27, 2011 to:

Jénny Newman

Chief, TMDL Unit 3

California Regional Water Quality Control Board
Los Angles Region '

320 W. 4™ Street, Suite 200

Los Angeles, CA 90013-2343

California Environmental Protection Agency

ﬁ Recycled Paper

Impact Sciences, Inc. 2.0-2775 Santa Clarita Valley Area Plan Update Final EIR
0112.023 County of Los Angeles
January 2012



Impact Sciences, Inc.

0112.023

" Stephen R. Maguin , oo : May 27, 2011

Pursuant to CWC § 13385, you are subject to administrative civil liability of up-t0.$10,000 for

each day in which the violation occurs plus $10 multiplied by the number of gallons by which the -

volume discharged but not cleaned up exceeds 1,000 gallons. These civil liabilities may be
assessed by the Regional Board for failure to comply, beginning with the date that the violations

first occurred, and without further warning.

The matter may be referred to the Attorney General for further enforcement. In such case, the
Attorney General may seek up to $25,000 per day and $25 per gallon. The Regional Board
reserves its right to take any further enforcement action authorized by law.

In SCVSD’s semi-annual status reports submitted on November 4, 2010, and May 2, 2011,
SCVSD requested to use the reconsideration clause under Task 16 of the Upper Santa Clara
River Chloride. TMDL implementation plan to revise the TMDL to incorporate the Alternative
Compliance Plan (ACP). The intent of the reconsideration clause under Task 16 is to consider
extending the implementation schedule to implement control measures necessary to meet final
conditional WLAs, not to revise the conditional WLAs to accommodate the ACP, as requested
by SCVSD. Therefore, Regional Board staff is hereby declining to recommend to the Board a
reconsideration under Task 16. : S .

If you have any questions regarding this matter, please contact Jenny Newman at (213) 576-6691

or at jnewman@waterboards.ca.gov. - :

Sincerely, ‘

N
Samuel Unger, P.E.
Executive Officer

ce: Julie Macedo, Office of Enforcement, State Water Resources Control Board.
Frances McChesney, Office of Chief Counsel, State Water Resources Control Board

- California Environmental Protection Agency

ég Recycled Paper
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Cahfornla Regional Water Quality Control Board '
4 Q‘ ‘ o Los Angeles Region

320 West Fourth Streét, Suite 200, Los Angeles, California 90013

(213) 576-6600 * Fax (213) 576-6640 -

Linda S. Adams http://www.waterboards;ca.gov/losangeles . . Edmund G. Brown Jr.

Acting Secre!ary for

Governor
Enviy I Pre ion T70)

May 27, 2011

M. Stephen R. Maguin ~ CERTIFIED MAIL

Chief Engineer and General Manager RETURN RECEIPT REQUESTED
County Sanitation Districts of Los Angeles County NO. 7010 3090 0002 1022 3824
1955 Workman Mill Road

Whittier, California 90607-4998.

Dear. Mr Maguin:

. NOTICE OF VIOLATION - SANTA CLARITA VALLEY SANITATION DISTRICT OF
LOS ANGELES COUNTY, SAUGUS WATER RECLAMATION PLANT {(ORDER NO.
R4-2009-0075 NPDES NO. CA0054313, CI 2960) '

Santa Clarita Valley Sanitation District of Los Angeles County (hereinafter D1scharger or

SCVSD, formerly referred to as Los Angeles County Sanitation District), discharges wastewater

pursuant to Order No. R4-2009-0075 and. National Pollutant Discharge Elimination -System

(NPDES) Permit No. CA00543 13 (Order), which was adopted by the California Regional Water '
. Quality Control Board, Los Angeles Region (Regional Board).

. The Order authorizes the Discharger to discharge upto 6.5 MGD of tertiary-treated wastewater
from the Saugus.Water- Reclamation Plant (hereinafter Facility). The Order sets forth waste
dlschaxge requirements, including effluent limits, and a monitoring and reporting program (MRP

CI-2960) that apply to the discharges of pollutants from the Facility. This wastewater contains

; chlorides and other pollutants that can degrade water quality and impact beneficial uses of water,

i g and that are defined as wastes under the Porter-Cologne Water Quality Control Act (Cal.Wat,

" Code § 13000 et seq.). The treated wastewater is discharged to the Santa Clara River, a

’ navigable water of the United States.

MRP CI-2960 requlres that the Discharger submit self- -monitoring reports, discharge monitoring
reports, and an annual summary report to this Regional Board in compliance with all Standard
Provisions related to monitoring, reporting, and recordkeeping.

Prov1s10n VI.C.8, on page 40 of the Order reads: "The discharger shall comply with the
apphcable TMDL-related tasks!, and future revisions thereto, in Attachment K of this Order

[ * The Upper Santa Clara River Chloride TMDL was approved by the Regional Board, the State Water Resources

i Control Board, the State Office of Administrative Law (OAL), and the U.S. EPA, and became effective on April 6,

: ' 2010. The USCR Chloride TMDL Implementation Plan, including Task 17(a), was accommodated into Order No.
R4-2009-0075 and NPDES Permit No. CA0054313 on June 4, 2009 and became effective on July 24, 2009.

California Environmental Protection Agency

@c[sd Paper
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Stephen R. Maguin -2 - , May 27,2011

Attachment X lists the TMDL tasks. Page K-3 lists Task 17(a).

You are hereby notified that the Discharger is out of compliance with requlrements estabhshed in
the Order and has violated California Water Code section 13383 for failure to complete Task
17(a) in Attachment K as follows:

» Failure to complete a Programmatic Environmental Impact Report (EIR) for facilities to

. comply with final permit effluent limits for chloride. The Discharger submitted a copy of

a Notice of Exemption from the requirement to prepare an EIR or Negative Declaration to

. the Regional Board on May 2, 2011. The Notice of Exemption does not meet the

~ requirements of Task 17(a) in Attachment K because it does not constitute a

programmatic EIR and it ‘addresses actions to meet the conditional wasteload allocatxons
(WLAs) not actions to meet the final effluent hrmts for chloride.

. Fadure to submit an adequate Wastewater Facﬂlnes Plan for faclhtles to comply with
final permit effluent limits for chloride. The Santa Clarita Valley Chloride TMDL
Facilities Plan (Facilities Plan) submitted by the SCVSD on May 2, 2011 is inadequate
because it is not a plan for actions to meet the final effluent limits for chloride of 100

mg/L. If the Facilities Plan was intended to comply with the conditional WLAs in the .

TMDL, it is inadequate because it does not provide the facilities necessary to allow
application of conditional WLAs.

You are required to compfy immediately with the following tasks:

1. Ensure that Tésk 17(a) in Attachment K is completed and the Wastewater Facilities Plan
and Programmatic Environmental Impact Report for facilities to comply with final permnt
effluent limits for chloride are submitted to the Regional Board.

2. Ensure full implementation of all requirements contained in MRP CI-2960.

3. Submit a written response (1) confirming you have corrected these violations with a brief
description of how you have corrected them, or (2) identifying when you will have
completed correcting these’ violations and a brief description of how you will correct
them. Submit your written response by June 27, 2011 to:

Jenny Newman

Chief, TMDL Unit 3

California Regional Water Quality Control Board
Los Angles Region

320 W. 4™ Street, Suite 200

Los Angeles, CA 90013- 2343

‘ California Environmental Protection Agency

QngecycIedPaper _ )
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Stephen R Ma'guinA | 3 - - May 27, 2011

Pursuant to CWC § 13385, you are subject to administrative civil hablhty ofup to $10,000 for

" -each day in which the violation occurs plus $10 multiplied by the number of gallons by which the

volume discharged but not cleaned up exceeds 1,000 gallons. These civil liabilities may be
assessed by the Regional Board for failure to comply, beginning wﬁh the date that the v1olatlons
first occurred, and w1thout further warning. . .

~

The matter may be referred to the Attomey General for further enforcement. In such case, the .

Attorney General may seek up to $25,000 per day and $25 per gallon. The Regional Boa.rd
- reserves its nght to take any further enforcement action authorized by law.

In SCVSD’s semi-annual status reports submitted on November 4, 2010, and May 2, 2011,
SCVSD requested-to use the reconsideration clause. under Task 16 of the Upper Santa Clara
River Chloride TMDL implementation plan to revise the TMDL to incorporate the Alternative
Compliance Plan (ACP). The intent of the reconsideration clause under Task 16 is to consider
extending the implementation schedule to implement control measures necessary to meet final
conditional WLAs, not to revise the conditional WLAs to accommodate the ACP, as requested

by SCVSD. Therefore, Regional Board staff is hereby declmmg to recommend to the Board a

Teconsideration under Task 16.
If you have any questions regarding this maiter, please contact Jenny Newman at (213) 576-6691

or at Jnewman@waterboards ca.gov.

Sincefely,

w U AN\
Samuel Unger, P.E.
Executive Officer

cc: Julie Macedo, Office of Enforcement, ‘State Water Resources Control Board -
Frances McChesney, Office of Chief Counsél, State Water Resources Control Board -

California Environmental Protection Agency

Q’g Recycled Paper
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2.0 Topical Responses, Comment Letters, and Responses to Comment Letters

Letter No. G2 Sierra Club, September 22, 2011

Introduction

This response addresses the letter from the Sierra Club, dated September 22, 2011. Please note that this

letter included a number of attachments, all of which are presented with this response.

Response 1

General Comment

This comment is introductory in nature and does not require a response. Responses to substantive issues

raised in this letter are provided below.

Response 2

Response to Chloride Comments

Comments point out that on May 27, 2011, the Los Angeles RWQCB issued administrative notices of
violation to SCVSD regarding the Valencia and Saugus WRPs. On June 27, 2011, the SCVSD responded to
the RWQCB and recommended to its Board of Directors that staff prepare a Wastewater Facilities Plan
and EIR for facilities to comply with a final effluent chloride limit of 100 mg/L at the point of discharge
and begin design of the facilities. On July 26, 2011, the SCVSD Board of Directors approved the staff
recommendation. The SCVSD estimates that it will complete the Wastewater Facilities Plan and EIR by
December 31, 2012.

As part of the Wastewater Facilities Plan and EIR, SCVSD intends to address an alternative compliance
approach that responds to changed chloride conditions as of 2011, which would fully protect all
designated beneficial uses in the Santa Clara River watershed. The SCVSD believes that changed
conditions will show that it is more environmentally and economically sound to implement an alternative
compliance approach, rather than an advanced treatment approach, in meeting a 100 mg/L final effluent
limit. As part of this effort, the SCVSD also intends to perform the modeling and scientific and technical
studies necessary to demonstrate the adequacy of its alternative compliance approach and to request

reopening of the chloride TMDL at a later time based on the modeling in those studies.

The comment also disputes the position of the Castaic Lake Water Agency (CLWA) and the Sanitation
Districts that water from the Kern area serves to reduce the chloride concentration in State Water Project
(SWP) water. Chloride levels in the Upper Santa Clara River have improved significantly since 2009, in
part as a result of court-imposed pumping restriction on State Water Project (SWP) operations, coupled
with implementation of groundwater banking and pump back operations along the SWP aqueduct. Peak
SWP chloride concentrations at Castaic Lake during drought conditions have been reduced from

historical values exceeding 100 mg/L to a current range of 80 — 85 mg/L.
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SCVSD has achieved a significant reduction of effluent chloride levels through the water softener renewal
program. As a result of this program and the improved SWP water quality, effluent chloride levels have
dropped approximately 70 mg/L since 2003. Further actions by the SCVSD, including a water softener
ban enforcement program that has been initiated and the commitment to upgrade the Valencia and

Saugus WRPs to ultraviolet disinfection, will further lower effluent chloride levels by 10 mg/L to 15 mg/L.

Further responses to these topics can be found in Topical Response 4: Chloride, which is included in this

document.

Response 3

Response to Comments Regarding Health Concerns Related to Perchlorate

In the letter, the Sierra Club provides information regard the health effects from perchlorate. The
comment also indicates that the public in the Santa Clarita Valley was not alerted to the closure of a

drinking water well due to perchlorate pollution.

The Revised Final EIR contains a thorough update of the detection of perchlorate in the local
groundwater basin, including the recent detection of perchlorate in Valencia Water Company’s Well 201
(see Topical Response 1: Perchlorate Update). The topical response summarizes the current status of the

perchlorate cleanup in the groundwater basin.

Response 4

Response to Comments Regarding “New Information” Associated with Perchlorate Discovered in
Well 201

This comment claims that the recent discovery of perchlorate in Well 201 is not disclosed or addressed in
the Revised EIR. This is incorrect as this topic is specifically described in the Revised Final EIR Topical
Response 1: Perchlorate Update. In summary, a total of seven municipal drinking water wells, each
located relatively near the site of the former Whittaker-Bermite munitions facility, have been taken out of
service for varying periods of time since perchlorate was first detected in the groundwater in 1997. The
seven closed wells include six originally impacted wells and the recent closure of Valencia Water

Company Well 201.

Five of the six originally impacted wells have been either returned to service with perchlorate treatment
facilities or replaced by new wells drawing from the non-impacted portion of the groundwater basin. The
five wells collectively restore much of the temporarily lost well capacity. An additional two wells will be

drilled to restore the operational flexibility that existed prior to the detection of perchlorate.

Impact Sciences, Inc. 2.0-2781 Santa Clarita Valley Area Plan Update Final EIR
0112.023 County of Los Angeles
January 2012



2.0 Topical Responses, Comment Letters, and Responses to Comment Letters

Specific to Well 201, Valencia Water Company plans to actively seek remediation and restore the
impacted well capacity in the near term. With that said, however, Well 201 remains out of service since
August 2010. Valencia Water Company’s plan is to either replace the closed well with a new replacement
well in a non-perchlorate impacted portion of the groundwater basin, or install wellhead treatment at the
well site in order to treat the water to non-detect levels, which has been successfully accomplished by
Valencia Water Company at another well site (Well Q2). Nonetheless, it is important to emphasize that
Well 201 was taken out of service in August 2010, and has not been returned to municipal supply service
since that time. Before either remediation option takes place, Valencia Water Company has committed to
working with CLWA and the regulatory agencies (e.g., Department of Public Health, or DPH) before
implementation of either remediation option. This includes an ongoing effort by the Valencia Water
Company and CLWA to update the existing groundwater modeling to assist in addressing questions

from the regulatory agencies.!

The Well 201 capacity also is not included in the active groundwater sources listed in the 2010 Urban
Water Management Plan (UWMP),2 and its capacity will not be "counted" in water supply calculations
until it is remediated. The recently adopted 2010 UWMP also finds that there are sufficient water supplies
to meet the Santa Clarita Valley's existing and planned water demand through 2050 — without taking

into account the capacity from the inactivated Well 201.

In response to Sierra Club claims surrounding Valencia Water Company’s detection of perchlorate in
Well 201, the County provided responses based on the OVOV Draft EIR, Section 3.13, Water Service, and
Final EIR Topical Response 1: Perchlorate Update.

In summary, in August 2010, perchlorate was detected at Well 201 at levels below the regulatory
standard (i.e., level of 5 ppb was detected and the standard is 6 ppb). The Valencia Water
Company, owner and operator of Well 201, immediately took the well out of service and notified the state
DPH, of the detection. The DPH directed Valencia Water Company to perform quarterly testing at the
inactive well to track perchlorate levels. The Valencia Water Company has voluntarily elected to perform

monthly testing.

By April 2011, the Valencia Water Company had gathered sufficient data to conclude that: (1) the
perchlorate levels at Well 201 were above the adopted maximum contaminant level (MCL) on a regular
basis; and (2) remediation would be required. The Valencia Water Company notified CLWA, the other
water purveyors, the County,3 the City, and others that the well was impacted by perchlorate at levels

Pers. Comm. Keith Abercrombie, General Manager, Valencia Water Company, September 30, 2011.
For a copy of the 2010 UWMP, please see Appendix F3.13.

3 Fora copy of the letter from Valencia Water Company to the County, please see Appendix F3.13.
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over the regulatory standard. The Valencia Water Company also requested that Well 201's supply be
excluded from the 2010 UWMP supply calculations until the well is fully remediated. The Valencia Water
Company took this action to ensure that the 2010 UWMP would adequately address the impacted well.

In summary, CLWA’s "pump and treat" program has been endorsed by DPH, and has been successful in
containing the spread of perchlorate in the basin. The detection of perchlorate in Well 201 is attributable
to the length of time it took to get the "pump and treat" program up and running, not to the effectiveness

of the program.

Before issuing a permit to a water utility for use of an impaired source as part of the utility's overall water
supply permit, DPH requires that studies and engineering work be performed to demonstrate that
pumping the well and treating the water will be protective of public health for users of the water. The
DPH approved the return to service of the previously closed Saugus 1 and Saugus 2 wells, and
specifically approved the Final Interim Remedial Action Plan for the containment and extraction of
perchlorate in January 2006. Therefore, DPH determined that the local water agencies devised a treatment
approach that adequately contains the perchlorate contamination and is protective of public health;

otherwise, DPH would not have authorized and permitted the Saugus 1 and 2 "pump and treat" program.

The DPH endorsement of CLWA's "pump and treat" program is consistent with multiple technical
reports referenced in the EIR and 2010 UWMP that have determined that the pumping rates at the
restored Saugus wells are sufficient to prevent further migration of perchlorate in the Saugus Formation

groundwater.

According to the 2010 UWMP, the primary reason for the recent detection of perchlorate in Well 201 is
the length of time it took between the initial detection of perchlorate in the basin in 1997 and actual
implementation of the "pump and treat" containment program in 2010. As reported in the 2010 UWMP,
Appendix I, the combination of litigation, settlement, permitting, and construction constrained actual
implementation of the containment program until 2010, six years after the impact of the containment
program on perchlorate migration in groundwater was analyzed. That time, combined with the
preceding seven years since perchlorate first impacted water supply wells, resulted in a greater risk of
downgradient migration of perchlorate in the Saugus Formation, and is considered the primary reason

for the recent detection of perchlorate in Well 201.

Responsive to the Sierra Club’s call for additional testing, on August 4, 2011, the DPH sent letters to both
Valencia Water Company and Newhall County Water District requesting that the local water agencies

increase perchlorate monitoring from annually to quarterly at specified wells. The County has confirmed
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that both water agencies will conduct the perchlorate monitoring quarterly as requested by the DPH;

therefore, adequate oversight from the appropriate regulatory agency, DPH, is in place.

As to the Sierra Club’s modeling comments, it should be noted that Well 201 has been taken out of
service, and is not a supply relied upon in the recently adopted 2010 UWMP. As such, Well 201 is not
currently in operation or being pumped; and, therefore, it is not causing perchlorate to “spread” as
claimed. As to requests by DPH for modeling, the modeling would not be needed, unless and until
Valencia Water Company were to place Well 201 back into service as a municipal supply source with
wellhead treatment installed. Under such circumstances, Valencia Water Company would coordinate its
efforts with CLWA and the regulatory agencies in the event additional modeling were needed in the

future 4

Based on the information presented in the Revised Final EIR, Section 3.13, Water Service, and Topical
Response 1: Perchlorate Update, an adequate supply of existing and planned water exists to meet the
needs of Santa Clarita Valley residents now and in the future, despite the loss in capacity due to the

perchlorate-impacted wells.

In summary, two of the originally impacted Saugus wells, Saugus 1 and 2, were placed back in service in
January 2011, restoring approximately 3,544 acre-feet (af) of water supply in a normal year. (2010 UWMP,
Table 3-9.) The contaminated Stadium Well and VWC Well 157 have been replaced and the pumping
capacity lost due to that contamination has been restored with two new replacement wells in non-

impacted portions of the basin.

Based on this information, the conclusions reached in the Revised Final EIR that groundwater from
existing and replacement wells is available to assist in meeting the current and projected water demands

for the Santa Clarita Valley is reasonable and supported by the evidence.

In addition, the Sierra Club’s reliance on the 2004 Court of Appeal decision is not applicable. First, the
County is not responsible for the ongoing efforts to remediate perchlorate in the groundwater basin. This

clean-up effort remains with CLWA, the retail suppliers, and the regulatory agencies providing oversight.

Second, as evidenced in Topical Response 1: Perchlorate Update, substantial progress has been made in
responding to the detection of perchlorate, and substantial facilities needed for remediation/treatment are
in place and actively monitored by CLWA, the local retail suppliers, and several regulatory agencies,

which was not necessarily the case in the early 2000 era.

4 Pers. Comm. Keith Abercrombie, General Manager, Valencia Water Company, September 30, 2011.
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Third, there is a timeline for remediation (replacement or wellhead treatment) of Valencia Water
Company’s Well 201. The Valencia Water Company plans to actively seek remediation (replacement or
wellhead treatment) under the Whittaker-Bermite perchlorate litigation settlement agreement and rapidly
restore the impacted well capacity. Given Valencia Water Company’s experience of: (1) bringing its Well
Q2 back into production; (2) actions under the DPH 97-005 Policy Memo; (3) participating in bringing
treatment facilities on line for the Saugus 1 and Saugus 2 wells; and (4) replacing capacity for its Well 157,
Valencia Water Company has determined that it could either install wellhead treatment to bring the well
back into service or replace the capacity with a new well within two years. As explained above, this time
estimate is conservative because of Valencia Water Company's prior success in 2005 in restoring Well Q2
to municipal-supply service within an approximate six-month period. As explained, there also are now
funds in place to remediate Well 201 upon the permitting and installation of wellhead treatment or

replacement of Well 201's capacity with a new replacement well.

Fourth, from a regional perspective, CLWA and the local retail suppliers have evaluated the perchlorate
impact upon the groundwater basin, and continue to monitor perchlorate in the basin, with the assistance
of the regulatory agencies (e.g., DPH, DTSC). For a detailed discussion of that regional effort, please see
the recently adopted 2010 UWMP, Appendix I, which is found in Appendix F3.13. Based on the
information presented in the OVOV Draft EIR and Final EIR, there is no reason to defer or delay
consideration of the OVOV Plan.
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Letter No. G3

‘STATE OF CALIFORNIA—BUSINESS, 'I'RANSEORTAT‘ION AND HOUSING AGENCY EDMUND G. BROWN, JR., Governor

DEPARTMENT OF TRANSPORTATION
. DISTRICT 7, REGIONAL PLANNING
* IGR/CEQA BRANCH
100 MAIN STREET, MS # 16
LOS ANGELES, CA 90012-3606
PHONE: (213)897-9140
FAX: (213) 897-1337

Flex your power!
Be energy efficient!

September 23,2011

IGR/CEQA No. 110922 AL-FEIR
Referenced to IGR/CEQA No. 101150-REIR,
090903-DEIR, and 080733-NOP

One Valley One Vision

Vic. LA-05/126/14

SCH # 2008071119
Mr. Mitch Glaser
Department of Regional Planning _ . .
Los Angeles County BE or SEP 26 201

320 West Temple Street
Los Angeles, CA 90012

Dear Mr. Glaser:

This is a follow-up to our letter dated January 21, 2011 and after receipt of your Final
Environmental Impact Report (FEIR). We would like to provide the following comments after 1
the Response to Comment is reviewed. -

The California Department of Transportation (Caltrans) as a commenting/responsible agency
under CEQA has jurisdiction_superceding that of MTA in identifying the freeway analysis
necessary for this project.| Caltrans is responsible for obtaining measures that will off-set project
vehicle trip generation that worsens Caltrans facilities and hence, it does not adhere to the CMP
guide of 150/50 or more vehicle trips added before freeway/highway analysis is needed. [MTA’s

- Congestion Management Program in acknowledging the Department’s role, stipulates that
Caltrans must be consulted to identify specific locations to be analyzed on the State Highway
System. '

NEE

Please be reminded that although the lead agency is required to comply with Los Angeles
County Congestion Management Program (CMP) standards and thresholds of significance,
Caltrans does not consider the Los Angeles County’s CMP criteria alone to be adequate for the
analysis of transportation impacts pursuant to a CEQA review. CMP requirements were
developed by Los Angeles County in the context of CMP goals and objectives; it does not
supersede the criteria from the commenting/responsible agency under CEQA. Caltrans’ Guide 5
directs preparers of traffic impact analysis to consult with the local District as early as possible to-
determine the appropriate requirements and criteria of significance to be used in the traffic
impact analysis. Generally, when traffic is added to already deficient highway conditions (LOS
“F”), it is considered a cumulatively significant impact, as it may contribute to the extension of
the congestion period. . . o < .

“Caltrans improves mobility across California™
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Mr. Mitch Glaser
September 23, 2011
Page 2 of 2.

When the Traffic Impact Analysis states that the proposed development would not exceed Los
Angeles County’s Congestion Management Program (CMP) criteria of significance for freeways
and highways, this CMP traffic analysis also fails to provide adequate information as to the 6
potential cumulative effect of the added traffic, please see Section 15065(3) .of the CEQA
guidelines. When analyzing the State facilities, please have the project applicant or consultant
consult with Caltrans as early as possible to avoid noncompliance of CEQA requirements.

We would like to encourage the County to incorporate the above discussion to your policies in
the proposed Area Plan’s Circulation Element. If you have any questions, please feel free to
contact me at (213) 897-9140 or Alan Lin the project coordinator at (213) 897-8391 and refer to 7
IGR/CEQA No. 110922AL. 5 _ _

Sincerely, g

Q.. e

. DIANNA WATSON
IGR/CEQA Branch Chief

‘cc: Scoft Morgan, State Clearinghouse.

“Caitrans improves mobility across California”
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Letter No. G3. California Department of Transportation, September 23, 2011

Response 1

The comment refers to the January 21, 2011 letter submitted by the California Department of
Transportation (Caltrans) commenting on the Draft EIR for the proposed Area Plan, and the related
County responses included in the Final EIR. The comment is an introduction to comments that follow and

no further response can be provided.
Response 2

The comment states that Caltrans, as a commenting/responsible agency under the California
Environmental Quality Act (CEQA), has jurisdiction superceding that of the Metropolitan Transportation
Authority (MTA, or Metro) in identifying the freeway analysis necessary for the Area Plan update.
County staff acknowledges the comment, which will be made available to the decision makers prior to a

final decision on the proposed Area Plan.
Response 3

The comment states that Caltrans is responsible for obtaining measures that will offset project vehicle trip
generation that worsens Caltrans facilities and hence, it does not adhere to the Congestion Management

Program (CMP) guide of 150/50 or more vehicle trips added before freeway/highway analysis is needed.

The referenced 150/50 or more vehicle trips is the threshold under the CMP for conducting a CMP impact
analysis; that is, if a project would add 150 or more peak hour vehicle trips in either direction to a freeway
monitoring location, or 50 or more peak hour trips to a designated CMP intersection, the CMP requires
that an impact analysis be conducted. (See 2010 Congestion Management Program for Los Angeles County,
Appendix D — Guidelines for CMP Transportation Impact Analysis, D.4 Study Area.) In this case, the EIR
does include an analysis of the proposed Area Plan’s potential impacts on Caltrans’ facilities in the study
area (i.e., Interstate 5 (I-5), State Route 14 (SR-14), and State Route 126 (SR-126), with impacts identified
and mitigation proposed, without consideration of whether the proposed Area Plan would add the
requisite CMP vehicle trips. Furthermore, as shown below, the analysis evaluated multiple freeway
locations, not just the designated CMP monitoring locations required for a CMP analysis, thereby

exceeding what is required for a CMP analysis.

EIR Section 3.2, Transportation and Circulation, pages 3.2-26 through 3.2-62, and the supporting traffic
technical report, One Valley One Vision Valley-Wide Traffic Study, Austin-Foust Associates, Inc., (June 22,
2010) (AFA Technical Report), present an analysis of the potential impacts to the roadways located in the
proposed Area Plan study area, which includes the segment of SR-126 west of I-5 to the County line, the

segments of I-5 located between the SR-14 interchange to the south and the Parker Road interchange to
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the north, and the segments of SR-14 located between the I-5 interchange to the south and the Agua Dulce

Canyon Road interchange to the north.

As to SR-126, the EIR analyzes the potential impacts to roadway segments, including SR-126, at pages 3.2-
28 through 3.2-47. EIR Table 3.2-8, ADT V/C and LOS - Existing Conditions vs. OVOV Buildout
Conditions (With Highway Plan Roadways), and Table 3.2-9, Future Level of Service Summary -
Arterial Roadways, lists the volume, vehicle/capacity (V/C) ratio, and LOS for existing conditions,
conditions based on buildout of the currently adopted Area Plan, and conditions based on buildout of the
proposed Area Plan. The tables show that all of the SR-126 segments would operate at acceptable LOS C
or D under buildout of the proposed Area Plan.

As to freeways, EIR Table 3.2-13, Freeway Level of Service, lists the levels of service (LOS) for the AM
and PM peak hours in the northbound and southbound directions under existing conditions, conditions
based on buildout of the currently adopted Area Plan, and conditions based on buildout of the proposed
Area Plan. As stated in the EIR, the table shows that all of the study area freeway segments would
operate at LOS F under buildout of the currently adopted Area Plan or under buildout of the proposed
Area Plan if the additional freeway lanes to be constructed as part of the I-5 SR-14 to Parker Road project
(I-5 Improvement Project) and North County Combined Highway Corridors Study are not added to the
existing configuration. (EIR pp. 3.2-58 - 59.) As a result, the EIR concludes that “roadway conditions
would only improve with the implementation of roadway improvements. Therefore, impacts would
remain potentially significant without mitigation.” (EIR p. 3.2-62.) As a result, mitigation is proposed that
requires the County to work with Caltrans as it adds additional lanes to the I-5 freeway through the I-5
Improvement Project; and to continue to participate in implementing SR-14 improvements. (See EIR

p. 3.2-79, mitigation measures 3.2.1, and 3.2.2.)

The analysis of Caltrans facilities presented in the EIR is based on the analysis presented in the AFA
Technical Report. Analysis of the I-5 and SR-14 freeways is presented in AFA Technical Report Section
4.4, and Appendix E to the report contains the detailed demand to capacity (D/C) ratio calculations
prepared for the I-5 and SR-14 freeways. Analysis of SR-126 is included in Section 4.2.1, Long-Range
Levels of Service, Arterial Roadway Segments. The CMP analysis is presented separately in Section 4.5.

(A copy of the AFA Technical Report is included in Draft EIR, Appendix 3.2.)

Response 4

The comment states that MTA's CMP, in acknowledging Caltrans' role, stipulates that Caltrans must be

consulted to identify specific locations to be analyzed on the State Highway System.
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As noted in Response 3, the EIR analyzed the project’s potential impacts to each of the three Caltrans
facilities located within the Santa Clarita Valley planning area, namely the I-5, SR-14, and SR-126. The
traffic study derived the study area for the State Highway system based on Caltrans' response to the
project's Notice of Preparation (NOP). Caltrans' input on the proposed Area Plan and the analysis of
transportation related impacts was solicited early in the environmental review process, prior to
preparation of the traffic study as part of the NOP process. In response, Caltrans provided a letter, dated
September 15, 2008, that addressed various aspects of the traffic analysis for the proposed Area Plan. In
the letter, Caltrans noted that the State highway facilities that provide regional access to the Santa Clarita
Valley planning area and, therefore, are likely to be impacted by future development activity are I-5, SR-
14, and SR-126, each of which was subsequently incorporated into the traffic study for analysis. (See NOP
Comment Letter, September 15, 2008, p. 2.)

Response 5

The comment states the County is reminded that although the lead agency is required to comply with the
Los Angeles County CMP standards and thresholds of significance, Caltrans does not consider the CMP
criteria alone to be adequate for the analysis of transportation impacts pursuant to a CEQA review.
County staff acknowledges the comment, which will be made available to the decision makers prior to a
final decision on the proposed Area Plan. The County notes further that the performance criteria utilized
in the traffic impacts analysis is LOS E, which, while consistent with CMP standards, is also consistent
with the recently completed Caltrans Project Report for the I-5 Improvement Project, which showed that
long-range future conditions with the improvements in place would result in conditions no worse than
LOS E within the Santa Clarita Valley planning area. Therefore, LOS E represents a reasonable criteria by
which to evaluate the proposed Area Plan since LOS E is the expected long-range condition LOS
identified by Caltrans for I-5. (The Caltrans Project Report I-5 HOV and Truck Lane Project From SR-14 to
Parker Road in Los Angeles County (EA 07-2332E0, EA 07-2332A0), August 2009, is incorporated by
reference and available for review at the County offices.) Additionally, in response to Caltrans' previous
comments, the County has added a new policy to the proposed Area Plan's Circulation Element under
which the County will collaborate with Caltrans and Metro to revise the CMP impact thresholds. Please

see Response 7, below.

The comment states further that the Caltrans Guide directs preparers of traffic impact analyses to consult
with the local District as early as possible to determine the appropriate requirements and criteria of
significance to be used in the traffic impact analysis. The comment adds that when traffic is added to
already deficient highway conditions (LOS “F”) it is considered a cumulatively significant impact as it

may contribute to the extension of the congestion period.
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As noted in Response 4, the County sought Caltrans” input regarding the traffic impact analysis through
the CEQA NOP process, which marked the beginning of the analyses undertaken pursuant to CEQA. As
to the comment that when traffic is added to a highway operating at LOS F it is considered a
cumulatively significant impact, the courts interpreting CEQA have rejected the position that any
incremental contribution to an existing cumulatively significant environmental condition, no matter how
small, must always be treated as a significant cumulative impact; the one additional molecule rule is not
the law. Communities for a Better Environment v. California Resources Agency (2002) 103 Cal. App. 4t 98, 120;
Kostka & Zischke, 1 Practice Under the California Environmental Quality Act (2~ ed. 2008; January 2011
Update), section 13.52.

In any event, as shown in EIR Section 3.2, only the segment of I-5 north of SR-14 currently operates at
LOS F (in the southbound direction during the AM peak hour); all other study area segments of I-5 and
SR-14 within the Santa Clarita Valley planning area are shown to currently operate at levels of service
better than LOS F during the peak hour periods. (See EIR Table 3.2-13, p. 3.2-60.) With respect to the I-5
segment currently operating at deficient conditions, as shown on EIR Table 3.2-13, with implementation
of the I-5 Improvement Project that is currently underway, this segment of I-5 would operate at LOS D/E
under “with project” conditions. (See EIR Table 3.2-13, p. 3.2-61.) As to SR-126, each of the study area
segments presently operates at LOS A. (EIR Table 3.2-8, p. 3.2-31.)

Additionally, while the currently adopted Area Plan would result in LOS F conditions at multiple
segments of I-5 and SR-14, in all instances the ADT generated by the proposed Area Plan would be less
than the currently adopted Area Plan and, therefore, by this measure, the proposed Area Plan would not
add vehicle trips to these facilities. (See AFA Technical Report, Table 4-6: Freeway Volume Summary
and Table 4-7: Freeway Level of Service Summary.) The EIR traffic impact analysis showed that the
proposed Area Plan would result in LOS equal to, or better, than conditions without the proposed Area
Plan, and that traffic volumes on the State Highway system generally would be reduced at locations
where deficiencies occur. (See, e.g., EIR Table 3.2-13, and AFA Technical Report, Table 4-6: Freeway

Volume Summary and Table 4-7: Freeway Level of Service Summary.)

Response 6

The comment states that when the Traffic Impact Analysis states that the proposed development would
not exceed Los Angeles County’s CMP criteria of significance for freeways and highways, the CMP traffic
analysis also fails to provide adequate information as to the potential cumulative effect of the added
traffic, referring to section 15065(3) of the CEQA Guidelines. The comment states further that when
analyzing State facilities, the project applicant or consultant should consult with Caltrans as early as

possible to avoid non-compliance of CEQA requirements.
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As discussed in the prior responses, the EIR and supporting AFA Technical Report adequately
demonstrate the cumulative effect of the proposed Area Plan by providing a comparison of existing
conditions to the future cumulative conditions, with and without the proposed Area Plan. In doing so,
the EIR complies with CEQA’s requirements. With respect to the referenced CMP criteria, please see
Response 5, above. As to the referenced CEQA Guidelines section, the section addresses when an EIR
must be prepared, as compared to when only a negative declaration or other CEQA document may be
prepared. Specific to the comment, the section requires that an EIR be prepared when a project has
possible environmental effects that are individually limited but “cumulatively considerable.” The County
prepared an EIR in this instance, so the County has complied with the section. Moreover, the CEQA
Guidelines section does not provide specific thresholds to be applied in determining when an impact is
cumulatively considerable, nor does it provide support for the position that the application of CMP
thresholds in determining cumulative impacts is inadequate under CEQA. (See State CEQA Guidelines
section 15065.)

As to the comment that when analyzing State facilities, the project applicant or consultant should consult
with Caltrans as early as possible to avoid non-compliance of CEQA requirements, the County
acknowledges the comment, which will be made available to the decision makers prior to a final decision

on the proposed Area Plan.

Response 7

The comment states that Caltrans encourages the County to incorporate the above discussion into the
proposed Area Plan’s Circulation Element. In response, the County notes the following revisions to
policies under Objective C-1.3 in the proposed Area Plan’s Circulation Element that have been made in
response to Caltrans’ prior comments submitted in its letter dated January 21, 2011 (double underline

indicates new text; strikeeut indicates deleted text):

Policy C-1.3.2: Participate in updates to the CMP and collaborate with Caltrans and Metro to
revise CMP impact thresholds, ensuring that they are adequate and appropriate.

Policy C-1.3.5: Continue eeerdination coordinating with Caltrans on circulation and land use
decisions that may affect Interstate 5, State Route 14, and State Route 126, and
support programs to increase capacity and improve operations on these

highways.
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2.0 Topical Responses, Comment Letters, and Responses to Comment Letters

Policy C-1.3.6: Collaborate with Caltrans and Metro to implement the recommendations of the
North County Combined Highways Corridor Study and support efforts by
Metro to update this Study after SCAG adopts a Sustainable Communities

Strategy.
Policy C-1.3.7: Support the Golden State Gateway Coalition in its advocacy efforts to improve

the Interstate 5 corridor, recognizing that the corridor facilitates regional and
international travel that impacts the Santa Clarita Valley.

In addition, the County notes the proposed Area Plan policies include the following Circulation Element

policies to facilitate funding for transportation-related improvements:

Policy C-2.6.1: Require that new development construct or provide its fair share of the cost of
transportation improvements, and that required improvements or in-lieu
contributions are in place to support the development prior to occupancy. (EIR

p. 3.2-56.)

Policy C-2.6.2: Evaluate the feasibility of establishing a joint City/County Intelligent
Transportation Management System (ITMS) impact fee for new development
that is unable to otherwise mitigate its impacts to the roadway system through

implementation of the adopted Highway Plan. (EIR p. 3.2-56.)

Policy C 2.6.3: Support local, regional, state, and federal agencies in identifying and
implementing funding alternatives for the Valley’s transportation system. (EIR

p. 3.2-56.)

As the County noted in its responses to Caltrans’ comments on the Revised Draft EIR, the County met
with Caltrans on March 24, 2011 and expressed a willingness to work with and support Caltrans and
other agencies, such as MTA, South Coast Association of Governments (SCAG), and the Golden State
Gateway Coalition, in their efforts to respond to and mitigate regional traffic impacts. In furtherance of
that effort, and in response to the comments submitted by Caltrans, the County will add the following

mitigation measure to Final EIR, Section 3.2, Transportation and Circulation:

3.24 In those instances in which a traffic impact analysis prepared for project-specific
development within the County's Santa Clarita Valley planning area identifies significant
impacts to State highway facilities within the meaning of CEQA, the County shall require
that the applicant work cooperatively with Caltrans to identify and implement feasible
mitigation, if any, consistent with the requirements of CEQA.
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2.0 Topical Responses, Comment Letters, and Responses to Comment Letters

The County appreciates the comments submitted by Caltrans as part of the EIR process for the proposed

Area Plan. The comments will be made available to the decision makers prior to a final decision on the

proposed Area Plan.
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Letter No. G4

September 21, 2011

Los Angeles Regional Planning Commission
Mitch Glaser, Planner

L.A.County Dept. of Regional Planning

300 W. Temple St.

Los Angeles, CA 90012

Re: One Valley One Vision Santa Clarita Area Plan Update for Wednesday Sept. 28th
Honorable Commissioners and Mr. Glaser:
The Whittaker Bermite Citizen’s Advisory Group (CAG) was originally formed over a decade

ago, and reformed in 2010. The vision of the CAG is to create a future where all residents and
users of the soil, air and water in the SCV will find a clean, safe, accessible and healthy

environment for living, work, and recreation both now and in the future. One of our stated goals 1

is to ensure that regulatory agencies responsible for monitoring clean-up activities provide
adequate oversight to ensure that all work is conducted in the safest possible manner, and that
the health, safety and general welfare of the surrounding communities are protected at all times.

The County of Los Angeles, Department of Regional Planning provides oversight for planning
issues including the General Plan Update known as One Valley One Vision. That Plan includes
the Whittaker Bermite Property. | It also relies on water from the Saugus Aquifer that has been

polluted by ammonium perchlorate, TCE, PCE and other various organic compounds.
Additionally, a soil extraction clean up operation is now underway that emits pollutants into our 2

airr.

We believe the County has not adequately addressed these issues in its One Valley One Vision
General Plan update, nor in the accompanying EIR. We therefore ask that this Plan not be 3
approved on at this Wednesday’s Commission meeting and that the EIR not be certified.

Spread of Ammonium Perchlorate Pollution to Well V201

We are especially concerned about the spread of ammonium perchlorate pollution to a new
Saugus well owned by Valencia Water Company and located just off Valencia Blvd. near City
Hall and the Whole Foods market. This information substantially changes water quality
information reported in the EIR and to the public.

We only learned of this well closure on June 9" 2011, when the Newhall Signal ran a news
story regarding the spread of the pollution plume to Valencia Saugus water well 201. We have
attached the press release.

Interestingly, it noted that this well has been closed since August 2010. However, this 4

information was not provided in the OVOV Plan or the in EIR. Why was it left out of the Plan?
This seems to have been a deliberate effort to miss-inform the public and the decision-makers.
We strongly protest the Water Agencies’ and County’s lack of transparency on this matter.

As the County knows, this is an extremely serious matter since it means that the pollution plume
has moved beyond the “pump and treat” capture wells in a westerly direction and is moving at a
much faster rate of travel than previously estimated would occur.

The Saugus Aquifer is a main source of ground water and local water supply as reported by the
EIR and the 2011 Urban Water Management Plan, available to County planners and
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Commissioners. Shutting down this well will have the effect of reducing water supply for the
OVOV build out. This impact must be reviewed and a plan provided to mitigate for any loss to
our water supply or reduction in our drinking water quality.

While Valencia Water Co. states that they will return the well to service in six months, we note
that it took over ten years to return Saugus Wells 1 and 2 to service, Further, if pumping from
this well continues, such pumping would likely also continue to draw the pollution plume in a
westerly direction, spreading the plume into an even greater portion of the Saugus aquifer and
possibly making that ground water source unusable.

This now likely possibility has major implications for water supply in the Santa Clarita Valley.
The CAG therefore believes it is imperative that the County delay approval of the One Valley
One Vision Plan and EIR in its current iteration. We believe the Plan must now be re-written to

address these areas of concern:

1. Water supply from well 201 should be permanently removed as available in the Plan until

new modeling that indicates continued pumping would not spread the plume is completed.
Pump and Treat scenarios are not acceptable if they will merely spread the plume and
pollute more wells.

2. The eleven “threatened wells” listed on page 66 of the attached Bermite Settlement
Agreement, along with Well Q2 should be re-tested on a monthly basis to make sure that
pollution is not occurring there again.

3. All wells in the plume area should be tested for TCE and PCE.

4. All results should be included in the OVOV EIR so that the Commissioners can fully assess
this matter.

Pollution of the Saugus Aquifer is a serious threat to the health and welfare of our community.
Ammonium perchlorate pollution is known to affect the thyroid gland and cause retardation in
small children and fetuses. This is a family community where we pride ourselves on providing a
safe environment for children. The Commission must take this new threat to our water supply
seriously by not approving an extensive buildout scenario that depends on a polluted water
supply at least until more complete information regarding the extent of the problem is obtained.
Soil Clean up by Vapor Extraction Not Included in Air Quality Analysis

A vapor extraction process is now in use for soil clean up on the Whittiker Bermite Property.

This process is supposed to burn off Volatile Organic Compounds in the soil and capture them
in a scrubber system, but not all pollutants are captured. Both the extraction system and 5

moving the soil will create additional particulate matter pollution and possibly add to other types
of pollution.

The Santa Clarita Valley is in a non-attainment area for ozone, PM2.5 and PM10 air pollution. In
a rating from marginal to extreme, the SCV was rated severe. Approval of the 2007 Air Quality
Management Plan allowed local entities to request a “bump up” to the Extreme classification.

This “bump-up” applies to ozone only. The category change allowed an extension of time to
comply, but required instituting certain mitigation measures and the attainment of “milestones”. 6

We do not see the required mitigation measures in the DEIR. Nor is there a discussion of the
milestones that must be reached in order to comply with the 2007 Air Quality Plan. The
attainment date for the PM2.5 plan, due in 2008, is still being processed with the US EPA.

Adverse health effects for particulate pollution as described by the EPA website are as follows:

PM10 “(a) Exacerbation of symptoms in sensitive patients with respiratory or
cardiovascular disease; (b) Declines in pulmonary function growth in children; and (c) 7

Increased risk of premature death from heart or lung diseases in the elderly”.
PM2.5 Same as above.
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Without compliance, our children will continue to suffer the high rates of asthma now
experienced in our valley 7

OVOV Circulation Element depends on “Paper Roads” that must be extended through
the Whittiker Bermite Property

It appears that the traffic model has included “paper” roads that will never be built or not 8

built in the timeframe indicated in the Plan and environmental documents. Failing to
build these roads makes not only the circulation plan fail, but it also then changes the air
quality and global warming analysis, making these analyses incorrect.

As a result of a Court approved settlement agreement (attached “Perc” settlement) that
required DS 12 as a condition of approval for any development on the Whittiker Bermite
property, no development is allowed on the property until the site is cleaned of its
extensive contamination.

A lack of insurance funding may also slow or derail the completion of the clean up. 9

Completion of the clean up is not the only impediment to building these roads. Without
development of that property, now in bankruptcy, the City would not be financially able
on its own to construct the expensive fly over roadways envisioned to serve the higher
elevation of this project site.
The City is well aware of the need for these roads as they clearly state in their brochure
provided at the Whittiker Bermite Open House (attached as exhibit 3):
“The City has identified in its General Plan, several roads (Magic Mountain
Parkway, Via Princess Road, and Santa Clarita Parkway) which must be

completed in order to ensure that the City General Plan Circulation Element does 10
not fail.”

Under the current circumstances, it seems unlikely that these roads will be built any
time soon and may never be built at all. We therefore request that an alternative
Circulation Element be provided that does not include such “paper” roads.

Sincerely,

Glo Donnelly
Chairman
Whittaker Bermite CAG

Attachments:

1. CLWA- Whittaker Bermite Settlement Agreement

2. Press release regarding closure of well 201, June 9", 2011

3. Settlement Agreement between PERC and the City of Santa Clarita, May 21 2002
4. Whittaker Bermite City Open House Brochure, Feb 23 2011
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CASTAIC LAKE WATER AGENCY LITIGATION

SETTLEMENT AGREEMENT
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CASTAIC LAKE WATER AGENCY LITIGATION

SETTLEMENT AGREEMENT

This Castaic Lake Water Agency Litigation Settlement Agreement (the “Agreement”j is
dated as of April 6, 2007 (“Agreement Date”), by and between the Castaic Lake Water Agency
(“CLWA?), Santa Clarita Water Company (“SCWC?), Newhall County Water District
(“NCWD?) and Valencia Water Company (“VWC?) (collectively, “Plaintiffs”), on the one
hand, and Whittaker Corporation (“Whittaker”), Santa Clarita L. L.Ci {(“SCLLC”),
Remediation Financial, Inc. (“RFI”), and American International Specialty Lines Insurance
Company (“AISLIC”), on the other hand. Hereinafter, Whittaker, SCLLC and RFI are
collectively referred to as “Defendants,” the Plaintiffs and Defendants and AISLIC are
collectively referred to as the “Parties,” each Plaintiff, each Defendant, and AISLIC is
individually referred to as a “Party,” and SCLLC and RFI are collectively referred to as the
“RF1 Parties” or “Debtors.”

RECITALS

A. SCLLC is the owner of approximately 964.79 acres of real property located in the
City of Santa Clarita, County of Los Angeles, State of California, described more fully in
Exhibit A hereto (the "SCLLC Property”). Bermite Recovery, LLC (“BRLLC”) is the owner of
approximately 23.6 acres of real property located in the City of Santa Clarita, County of Los
Angeles, State of California, described more fully in Exhibit B hereto (the “BRLLC Property”).
The SCLLC Property and the BRLLC Property are hereinafter referred to collectively as the

"Site.”

7553118_1.00C

Impact Sciences, Inc. 2.0-2803 Santa Clarita Valley Area Plan Update Final EIR

0112.023

County of Los Angeles
January 2012



B. SCWC is the operator of water wells commonly designated as Saugus 1, Saugus 2
and the Stadium Well. NCWD is the owner and operator of water wells cognmor_xly designated as
NC11 and NC13. VWC is the owner and operator of water wells comﬁxonly desig%tgg kas V157
and Q2. Saugus 1, Saugus 2, the Stadium Well, NC11, V157 and Q2 are collectively referred to
at all times as the "Subject Wells". As set forth in Section 9.1.7 hereof, NC13 shall be deemed a
“Subject Well” in the event and only in the event it is treated as a Project Modification pursuant
to Section 9.1.7 and only prospectively from that date it is so treated.

(& Plaintiffs and Defendants are parties to a civil action pending in the United States
District Court for the Central District of California, Case No. CV 00-12613 AHM (RZx) (the
"Underlying Action”). In the Underlying Action, Plaintiffs allege, among other things, that (1)
groundwater in the vicinity of the Site has been contaminated by perchiorate and other hazardous
materials and that such contamination is continuing with releases to the groundwater; (2)
perchlorate has been found in the Subject Wells, and Plaintiffs bave incurred and will continue to
incur costs in responding to the contamination; and (3) Defendants caused and/or permitted (and
are continuing to cause and/or permit) the contamination found on, above, under, or released to
the environment at and near the Site and in the Subject Wells. Plaintiffs further allege that they
have incurred "response costs" in addressing this contamination, including the costs of engaging
consultants to undertake environmental assessment, water treatment studies, groundwater
analysis and characterization work in connection with the alleged perchlorate contamination.
Plaintiffs are seeking recovery of th;eir alleged response costs and other damages, as well as
injunctive and declaratory relief. Defendants deny Plaintiffs' allegations and, further, contend in
their Counter-Claims that Plaintiffs are liable, in whole or in part, for Plaintiffs' alleged costs and

damages (“the Counter-Claims”).
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D. Plaintiffs have entered into that certain Environmental Oversight Agreement
(“EOA”) with the California Environmental Protection Agency, Department of Toxic
Substances Control (“DTSC”). Plaintiffs are designated as “Proponéﬁis” l;ndef ih‘é“éOA,

E. Whittaker and DTSC are parties to that certain 1994 Consent Order, Docket HAS
94/95-012 (the “Consent Order”), and the DTSC issued to Whittaker that certain Imminent and
Substantial Endangerment Determination and Order and Remedial Action Order (the “Order”)
in 2002. SCLLC and DTSC are parties to that certain 2001 Enforceable Agreement (the
"Enforceable Agreement").

F. Plaintiffs and Defendants entered into that certain Interim Settlement and Funding
Agreement dated as of July 28, 2003 (the “Interim Agreement”) and that certain First
Amendment to Interim Settlement and Fpnding Agreement dated as of October 11, 2004 (the
"First Amendment") which, among other things, extended the term of the Interim Agreement
through January 2005.

G. Plaintiffs and Defendants mutually agree on the “Project and Associated
Facilities” (as hereinafter defined) that shall be implemented by the Plaintiffs. The Project and
Associated Facilities are intended to provide containment of perchlorate in off-site groundwater
in portions of the Saugus Formation and to restore Plaintiffs’ groundwater production capacity
diminished by perchlorate contamination in the Subject Wells.

H. The Project fulfills some of Defendants’ obligations under and resolves some of
Defendants’ alleged liabilities to DTSC under the Consent Order, the Order, and the Enforceable
Agreement with respect to the remediation of groundwater, and Defendants’ remaining
responsibility for addressing groundwater remediation will be determined in compliance with the

lawful requirements of the regulatory agencies.
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I This Agreement provides for certain funds to be available rapidly to address any
future perchlorate contamination of Plaintiffs’ presently existing “Threatened Wells” (as
defined herein) during the period defined herein without prejudice to other ‘dghtg afid tetedies of
the Plaintiffs or the defenses of the Defendants. This Agreement also provides for arbitration to
be available to Plaintiffs to resolve certain future disputes, if any, between or among the Parties
involving possible future perchlorate contamination of Plaintiffs’ “Presently Existing Saugus
Production Wells and Alluvial Production Wells”, other than the Subject Wells, as hereinafter
defined.

J. This Agreement contemplates that the Defendants (or any “Buyer” (as defined
below) of the Site that assumes certain liabilities of Defendants) will be in compliance with their
remediation responsibilities under law with respect to the Site and the associated groundwater, as
reflected in the applicable requirements of the Consent Order, Order and the Enforceable
Agreement, and that Defendants will conduct their remediation activities in a reasonably
expedient, efficient and cost-effective manner as reasonably determined by Defendants and the
regulatory authorities. In particular, the Defendants’ (and/or any Buyer of the Site that assumes
certain liabilities of Defendants) remedial activities within the Site are important to addressing
the contamination within the Saugus and “Alluvial Aquifers” (as defined below). The Parties
acknowledge that payments and expenditures under this Agreement are deemed reasonable and
necessary for addressing offsite groundwater contamination emanating from the Site and are
consistent with the National Contingency Plan, and are deemed “Response Costs” (as defined
below) as that term is used and contemplated in CERCLA.

K. VWC reported detecting perchlorate in its alluvial well Q2 in connection with its

regular monitoring of active municipal supply wells operating near the site in April 2005
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(although a more recent sampling did not detect perchlorate above the current California
Department of Health Services (“DHS”) limit for reporting perchlorate). VWC temporarily
removed the well from active service and installed wellhead treatmex}tﬁfto rémové ﬁéi;éﬁlbrate.
The Q2 treatment system started opératin g in October 2005. The Defendants have funded five
hundred thousand dollars ($500,000) for reasonable and necessary and approved capital costs
and two hundred twenty three thousand and two hundred ten dollars ($223,210) for reasonable
and necessary and approved operations and maintenance costs of the Q2 Treatment System in a
Q2 Escrow Account. The Defendants have agreed to pay certain additional reasonable and
necessary operating and maintenance costs of that system in accordance with the terms of this
Agreement.

L. On July 7, 2004, SCLLC, and RFI filed voluntary Chapter 11 bankruptcy
petitions, and the cases thereby commenced are pending in the United States Bankruptcy Court ‘
for the District of Arizona (“Bankruptey Court”), denominated Cases Nos. 2-04-BK-11910
CGC, ;nd 2-04-BK-11911 CGC. BRLLC filed a voluntary Chapter 11 bankruptcy petition on
September 30, 2004, denominated Case No. 2-04-BK-17294 CGC, also pending in the
Bankruptcy Court. Case Nos. 2-04-BK-11910 CGC, 2-04-BK 11911 CGC and 2-04-BK-17294
CGC are hereinafter referred to collectively as the "Bankruptcy Cases.” RFI Realty, Inc. filed a
voluntary Chapter 11 bankruptcy petition on June 15, 2004 denominated as Case No. 2-04-BK-
10486 CGC; the Bankruptcy Cases are jointly administered with RFI Realty, Inc.’s bankruptcy
case under Case No. 2-04-BK-10486 CGC. SCLLC and BRLLC have filed a motion seeking
Bankruptcy Court Approvals to sell the Site. The term “Buyer,” as used herein, means the entity
to which title to the Site is conveyed after Bankruptcy Court approval; provided, however, that if

either the Bankruptcy Court does not approve a sale or a sale approved by the Bankruptcy Court
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in the Bankruptcy Cases does not close pursuant to Bankruptcy Court approval, and
consequently there is no Buyer, then this Agreement shall not be impacted in any way
whatsoever. T

M. Plaintiffs have prepared and submitted to DTSC for approval and DTSC has
approved a Remedial Investigation (“RI”) consisting of a technical memorandum prepared on
behalf of the United States Army Corps of Engineers, a Feasibility Study (“FS”) and an Interim
Remedial Action Plan (“IRAP”) for a containment and treatment system for perchlorate
contamination in portions of the Saugus Formation. Such containment and treatment system is
consistent with the discussions and understandings between the Plaintiffs and Defendants.

N. The Parties are entering into this Agreement in order to effectuate a settlement of
the Underlying Action and to resolve certain disputes between Plaintiffs and Defendants that
’have arisen between them, as well as to provide the Parties with expedited alternative dispute
resolution mechanisms for resolving certain disputes which may arise between Plaintiffs and
Defendants in the future, to the extent provided and in accordance with the terms and conditions
set forth in this Agreement. The Plaintiffs and Defendants have reached a separate settlement
concemning the Defendants’ Counter-Claims which will be the subject of a separate settlement
agreement to be executed by certain of the Parties simultaneously with the execution of this
Agreement, (the “Related Settlement™) 'and which is part of the consideration for and a condition
precedent to this Agreement.

O. Certain funds from the “Steadfast PLC Policy” (defined below), in accordance
with and subject to the Coverage and Claims Settlement Agreement and the Bankruptcy Court’s
December 22, 2005 Order approving same, and the Joint Escrow 1 Agreement and Instructions,

are being made available to settle the matters described and released herein. AISLIC shall
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request the SF Escrow 1 Account Escrow Agent (Wells Fargo Bank or any successor) to release
funds from the SF Escrow 1 Account -to satisfy certain of Defendants’ payment obligations and
obli gétions to fund escrow accounts hereunder. =

P. The Defendants and AISLIC represent that this Agreement is a settlement in the
CLWA Case that meets all “Approved CLWA Settlement Parameters” set forth in Exhibit 16 to
the Coverage and Claims Settlement Agreement.

Q. The Defendants and AISLIC represent that the payment obli gations pursuant to
this Agreement will be funded on behalf of Defendants as provided by Section VIII (“Funding
Settlement of CLWA Case”) of the Coverage and Claims Settlement A greement and as provided
hereiﬁ. .

R. Nothing in this Agreement is intended to alter any rights or obligations existing
under the Coverage and Claims Settlement Agreement.

NOW, THEREFORE, in consideration of the execution of this Agreement and for other
good and va]uable_ consideration, the receipt and sufficiency of which is hereby acknowledged,
the Parties hereby agree as follows:

AGREEMENT
ARTICLE 1. DEFINITIONS

In addition to terms defined elsewhere in this Agreement, the following terms shall have
the following meanings:

1.1 “Administrator” means AISLIC or such successor entity desi gnated as the
Administrator of the “SF Escrow 1” in the “Coverage and Claims Settlement Agreement.”

1.2 “Agreement” means this “Castaic Lake Water Agency Litigation Settlement

Agreement.”

1.3 “Agreement Date” means April 6, 2007.
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1.4 “AiSLIC” means American International Specialty Lines Insurance Company, which
issued Pollution Legal Liability Select/Cleanup Cost Cap, policy no. PLS 267-9186 (the
“AISLIC Policy”) to Defendant Whittaker Corporation and is the entity presently designated as
the Administrator of the “SF Escrow 1” in the “Coverage and Claims Settlement Agreement.”
1.5 "AISLIC Future Perchlorate Determination of Coverage” means a coverage
determination by AISLIC satisfactory to Whittaker, at its discretion exercised in good faith,
agreeing to provide coverage with respect to a “Non-Subject Well Future Perchlorate
Circumstance” in response to the demand for coverage delivered by Whittaker as set forth in
Section 10.1.1 below.

1.6 “Allowed Claim” has the meaning set forth in Section 12.1.5, below.

1.7 “Alluvial Aquifer” means the shallow (typically, 50 to 200 feet of saturated thickness),
generally unconfined aquifer consisting of unconsolidated fluvial sand and gravel within the
valleys and canyons of the Santa Clarita Valley. The Alluvial Aquifer unconformably overlies
the Saugus Formation.

1.8 “Annual Project O&M Deposit” has the meaning set forth in Section 5.2.1.

1.9  “Approved Capital Costs” has the meaning set forth in Section 6.2.1, below.

1.10  “Approved O&M Costs™ has the meaning set forth in Section 6.4.1, below.

1.11  “Approved Q2 O&M Costs™ has the meaning set forth in Section 6.3.1, below.

1.12 “Associated Facilities” means the “Distribution Pipelines” and the “Rép]acemenl Wells
& Associated Pipelines” (as defined below).

1.13  “Bankruptcy Court” has the meaning described in Recital L.

1.14  “Bankruptcy Court Determinations™ has the meaning set forth in Section 2.4, below.

1.15  “Bankruptcy Cases” has the meaning described in Recital L.
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1.16 “BRLLC” means Bet;nite Recovery, LLC the owner of approximately 23.6 acres of real
property located in the City of Santa Clarita, County of Los Angeles,_s_téate of California and as
more fully described in Exhibit B. | o

1.17  “BRLLC Property” has the meaning fully described in Exhibit B.

1.18  “Buyer” has the meaning fully described in Recital L.

1.19  “CGL Policy” has the meaning set forth in Section 11.1.1.

1.20  “CLWA” means Castaic Lake Water Agency.

121 “Commencement of Operations” means commencement of the operation to purvey
water to the public frorﬁ the Project or “Q2 Treatment System” (as defined below), as the case
may be. The Parties agree that Commencement of Operations for the Q2 Treatment System was
October 12, 2005 (“Q2 Commencement Date”).

1.22  “Consent Order” has the meaning fully described in Recital E,

123 “Counter-Claims™ has the meaning fully described in Recital C

124 “Coverage and Claims Settlement Agreement” means the Settlement Agreement by
and between the “RF1 Parties”, the “Zurich Companies”, the “AISLIC Parties”, and “Whittaker”
(as those terms are defined in the Coverage and Claims Settlement Agreement) that provides for
certain funding for this Agreement, and that was filed in the Bankruptcy Cases on November 15,
2005 and approved as modified by the Bankmﬁtcy Court’s Order Approving Coverage and
Claims Settlement Agreement dated December 22, 2005 (the “Coverage Ordcr"’).

1.25  “Day” or “day” means a calendar day unless expressly stated to be a Working Day.

1.26 “Debtors” means SCLLC and RFI.

1.27  “Defendants” means Whittaker, SCLLC and RF, collectively.
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1.28  “Distribution Pipelines” means constm;:tion of certain new distribution pipelines as
described in Exhibit C.

1.29  “DTSC” means the California Environmental Protection Agency, Deparuri;;lt‘ of Toxic
Substances Control as referred to in Recital D.

1.30  “Earthquake Policy” has the meaning set forth in Section 11.1.1. -

1.31  “EIL Policy” has the meaning set forth in Section 11.1.1.

132 “Effective Date” has the meaning set forth in Section 2.1

1.33  “Enforceable Agreement” refers to that certain 2001 Enforceable Agreement made by
SCLLC and DTSC, as described in Recital E, above.

1.34 “EOA” means the Environmental Oversight Agreement as referred to in Recital D.
1.35 “Escrow Accounts” means the “Project Capi{al Costs Escrow Account”, the “Project
O&M Escrow Account”, the “Replacement Wells/Distribution Pipelines Escrow Account”, and
the “Q2 Escrow Account,” (all as hereinafter defined.)

1.36  “Final Approval Order” has the meaning set forth in Section 2.1.

1.37  “First Amendment” has the meaning described in Recital F.

1.38  “Good Faith Certifications” has the meaning set forth in Section 2.1.1.

1.39  “Initial Project Capital Costs Deposit” has the meaning set forth in Section 4.4.

1.40  “Interim Agreement” has the meaning described in Recital F.

1.41  “JAMS” means Judicial Arbitration and Mediation Service.

1.42  “Lump Sum Determination” has the meaning set forth in Section 5.2.6.

143 “MCL” means Maximum Contaminant Level as set forth in Section 9.1.1.

1.44  “NCWD” means Newhall County Water District.
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1.45  “Order” refers to that certain Imminent and Substantial En&angerment Determination
and Order and Remedial Action Order described in Recital E.

1.46  “Parties” means Plaintiffs and Defendants and AISLIC, collectively. - e

1.47  “Plaintiffs” means Castaic Lake Water Agency (“CLWA™), Santa Clarita Water
Company (“SCWC?), Newhall County Water District (“NCWD”) and Valencia Water Company
(“VWC?), collectively.

1.48  “Plaintiffs’ Past Environmental Claims™ means any claim for costs, including response
costs, damages, attorneys and consultant fees, replacement water costs, and costs for remedial
investigations, monitoring and litigation incurred by Plaintiffs prior to the Effective Date of this
Agreement due to contamination of the Subject Wells or contamination of or threatened releases
to groundwater at and in the vicinity of the Site; provided, however, that certain costs associated
with Saugus | & 2 Treatment System, Replacement Wells and Associated Pipelines, and
Distribution Pipelines, incurred prior to February 1, 2007, as set forth in Exhibit E to this
Agreement (“Plaintiffs’ Past Design Costs™) or incurred after January 31, 2007 and included
within Project Capital Costs pursuant to Section 1.54, are excluded from Plaintiffs’ Past
Environmental Claims.

1.49  “Plaintiffs’ Past Design Costs” means certain costs associated with Saugus 1 & 2
Treatment System, Replacement Wells and Associated Pipelines, and Distribution Pipelines,
incurred by Plaintiffs prior to February 1, 2007, as set forth in Exhibit E to this Agreement,

1.50  “Presently Existing Saugus Production and Alluvial Production Wells” means the
wells identified in Exhibit U, including wells replaced in the normal course of system operations
in the immediate vicinity of the respective Presently Existing Saugus Production and Alluvial

Wells.
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151  “Pro Forma Estimate of Project O&M?” has the meaning as set forth in Sec‘;ion 5.1.1
and is attached hereto as Exhibit D. “Joint Estimate of Project O & M has the meaning as set
forth in Section 5.2.1.

1.52  “Project” means:

1.52.1 The planning, development, design, permitting, construction, operation and

maintenance of a system to be installed at the existing Rio Vista Intake Pump Station site for

treatment of (i.e., removal of perchlorate from) water pumped from Saugus 1 and 2, so that the
water will be available for potable purposes; any necessary operational modifications at the
Saugus 1 and 2 Wells; any necessary “Sentry Wells” (as defined below) and/or monitoring wells,
to the extent not paid for by other sources and to the extent consistent with applicable regulatory
requirements; associated piping at the pump station; and the pipeline from Saugus 1 to Saugus 2
to the treatment plant, described more fully in Exhibit F hereto (the “Saugus | & 2 Treatment
System™). The Parties through the monthly technical meetings will determine what Sentry Wells
and/or monitoring wells may be required, provided that if the technical committee is unable to
reach agreement on the number of or need for such wells, and if additional wells are required by
DHS or other regulators, the number of and/or need for such wells will be determined by the
Cost Consultant in accordance with Article 7.

1.52.2 The “Q2 Treatment System” (as defined below), when it has been relocated and
incorporated into the Project pursuant to a Q2 Treatment System Relocation as provided in
Section 4.2.1 herein.

1.53  “Project Modification Notice” has the meaning set forth in Section 9.1.2.

12
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1.54  “Project Capital Costs” means the reasonable and necessary costs associated with the
planning, development, design, permitting, construction, installation _qu/o; closure o_f the
Project, including such costs incurred after January 31, 2007, but prior >to the Effechv; bate.
1.55  “Estimate of Project Capital Costs” means the estimate of the capital costs for the
Project as set forth in Exhibit G.

1.56  “Project Capital Costs Escrow Account” means the escrow account into which
Defendants shall deposit or cause to be deposited the initial amount of five million dollars
($5,000,000), to be used for the purposes described in Section 1.52 of this Agreement.
Additional deposits by Defendants into the Project Capital Costs Escrow, up to a maximum
additional amount of five million dollars ($5,000,000), may be required as described in Section
4.4 of this Agreement for the purposes set forth in Section 1.52 of this Agreement. Within thirty
(30) days after Bankruptcy Court approval of this Agreement, Whittaker, on behalf of all
Defendants shall open the “Project Capital Costs Escrow Account” by signing and delivering to
City National Bank or other agreed bank escrow instructions substantially in the form of Exhibit
H-1 hereto, and depositing the amount of five million dollars ($5,000,000) into said account as
described above.

1.57  “Project Costs” means Project Capital Costs and Project O&M Costs, includiﬁg costs
arising from a Project Modification, to the extent provided in this Agreement.

1.58  “Project Modification” has the meaning set forth in Article 9.

1.59  “Preject O&M Costs” means the identifiable reasonable and necessary costs actually
incurred in operating and maintaining the Project to perform its intended function of providing
containment of perchlorate as defined in Section 9.1 of this Agreement and restoring impacted

groundwater production capacity, which shall be estimated in an annual estimate to be prepared
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by CLWA and agreed to by Whittaker and AISLIC or confirmed by the Cost Consultant, unless
and until all Lump Sum determinations are made pursuant to Sectiong} §_.2.6. and _9.1 .7‘ or the
applicable regulatory authorities determine that treatment is no longer necessary. Cost—s .éf
operations and maintenance of the Project incurred by Plaintiffs, limited to such reasonable and
necessary additional costs directly related to the perchlorate contamination, shall include (based
upon the Project as currently contemplated):
Saugus 1 and 2 Treatment Plant Operations and Maintenance

. Vendor Resin Service Contract(s) — (Replacement Resin, Labor, Transportation,

Disposal, Disposal Certification, Insurance)-to be negotiated with Vendor jointly by

Plaintiffs, Defendants, and AISLIC

. Power — Treatment Plant Operations, including the costs to pump water from Saugus |
and 2 and, if applicable, Q2 (after relocation) through the treatment system, but excluding
.the power costs to pump water to the ground surface and the power costs to pump treated
water into the CLWA’s or VWC’s water system. These power costs shall be based on an
allocation calculated by CLWA and approved by Whittaker and AISLIC, and subject to

Cost Consultant determination in the event that agreement cannot be reached.

. Materials/Supplies - Disinfection (Ammonia) and acid
- Filters
- Miscellaneous

. Spare Parts - Treatment Equipment

- Pumping and Piping Systems at Treatment Plant

- Miscellaneous
14
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. Plaintiffs’ Labor, if not performed by outside contractor — salary plus actual benefit load

(but not-to-exceed 42%) imposition above his/her normal salary:

. Expenses

. Outside Consultants

7563118_1.DOC
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District Employee, Operations Monitoring/Sampling

District Employee, Treatment Equipment Maintenance

Water Testing (Directly Related to 97-005 Compliance or
process monitoring at Purveyor’s Rate Schedule)

DHS and POTW Fees

Miscellaneous Directly Related to Treatment System

Maintenance

Permits/Renewals

Services in addition to those of the Plaintiffs’ empléyee(s)
required to meet obligations under Section 8.3.1.1, 8.3.2.3,
8.3.2.4, and 8.4.1, to the extent such employee(s) are not
able to meet such obligations

Reports/Compliance

Engineering

Modeling (Directly Related to 97-005 Compliance)

Legal (Directly Related to 97-005 Compliance and Plant
Operations), limited to the services provided b.y law
firm(s) employed by Plaintiffs for such DHS compliance
and plant operations matters, and at the rates such firm(s)
normally charge for such work.

Insurance — (Insurance as provided in Article 11)
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- Arbitrator (per Section 13.2) and Cost Consultant Costs and
Fees (per Article 7)
e Project O&M Escrow Costs and Fees™  ~ ==

Project O&M costs shall also include an annual flat payment of twenty thousand dollars
(820,000) (to be adjusted after five years as necessary to account for inflation) in lieu of the
following activities and costs: Plaintiffs’ Employee(s) to provide services under Sections
83.1.1,8.3.2.3,8.3.2.4, and 8.4.1; any wages or salaries related to the perchlorate contamination
plus all benefit load imposition above his/her normal salary; any additional costs for such
employee(s) associated with the monitoring, reporting and record-keeping activities described in
Section 8.3.1.1, 8.3.2.3, and 8.3.2.4 of this Agreement that are related to the perchlorate
contamination; and any Plaintiffs’ Employee(s) costs incurred by Plaintiffs in connection with
the Monthly Technical Meetings described in Section 8.4.1 of this Agreement.

Project O&M Coéts shall also include the identifiable reasonable and necessary costs of
operating and maintaining the Q2 Treatment System when it is relocated from Well Q2 and
incorporated into the Project as provided for in Section 4.2.1, monitoring and laboratory services
for necessary Sentry Wells and monitoring wells encompassed within the Project to the extent
not paid for by other sources and to the extent consistent with applicable regulatory
requirera;xents, and Project Modification O&M costs, including any costs of evaluating
containment for purposes of determining whether a Project Modification is appropriate. The
costs and approach of evaluating containment shall be discussed and agreed upon by
representatives of Plaintiffs, Whittaker and AISLIC at the monthly Technical Meetings, or
determined by Cost Consultant. Prior to determination of the Lump Sum pursuant to Section

5.2.6, Project O&M Costs will also include the reasonable and necessary outside fees and costs
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incurred by Plaintiffs and Whittaker that are directly related to the perchlorate contamination and
to obtaining funding from Public Funding Sources, subject to an ann?g! cap of two hgndred
thousand dollars ($200,000) on Plaintiffs’ outside fees and costs and oﬁe hundred t;$;§;nd
dollars ($100,000) on Whittaker’s outside fees and costs, subject to such other restrictions as are
found in Section 14.2, below. Fees and costs incurred by Plaintiffs or to be incurred by Plaintiffs
in the future that are associated with obtaining funding from “Public Funding Sources” (as
defined below) will not be considered in the determination of the Lump Sum pursuant to Section
52.6and 9.1.7.

1.60  “Project O&M Escrow Account” means the escrow account established and funded by
Defendants for payment of Project O&M Costs as described in Section 6.4 of this Agreement.
1.61 “Property Policy” has the meaning set forth in Section 11.1.1.

1.62  “Proofs of Claim” has the meaning set forth in Section 12.1.5.

1.63  “Public Funding Sources” has the meaning set forth in Article 15.

1.64  “Q2 Capital Costs” means the costs set forth in Exhibit I which were incurred by VWC
for the design and installation of the Q2 Treatment System, all of which have been approved and
reimbursed by Defendants.

1.65 “Q2 Escrow Account” has the meaning set forth in Section 4.1.

1.66  “Q2 Escrow Account Instructions” means the Escrow Instructions for the Q2 Capital
Costs Escrow Account attached as Exhibit J hereto, as amended as reflected in Exhibits K-1 and
K-2.

1.67  “Q2 O&M Costs” means the reasonable and necessary costs actually incurred in
operating and maintaining the Q2 Treatment System prior‘to relocation and incorporation into

the Project as provided in Section 4.2.1, as set forth in the Estimate of Q2 O&M Costs, and not
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to exceed nine thousand and three hundred dollars ($9,300) on average per month for the first 2
years following Commencement of Operations, except in the event of a “Q2 Resin ‘l‘f}xchange,”
(as defined below). Costs of operation and maintenance of the Q2 Treatment System shall
include, but not be limited to, equipment rental, service fees, chemicals, monitoring, laboratory
services, and resin replacement related to the treatment of perchlorate and flow rates currently
permitted by DHS for the Q2 Treatment System.

1.68 “Estimate of Q2 O&M Costs” means the approved monthly operations and maintenance
estimate for Q2 O&M Costs for the first two years after Commencement of Operations prior to
relocation and incorporation into the Project, set forth in Exhibit L.

1.69  “Q2 Resin Exchange” means the removal of ion exchange resin which VWC determines
is no longer capable of performing its intended function from the ion exchange vessels and
replacement with new resin, and includes but is not limited to, transportation of the spent and
new resin, and proper destruction of the spent resin in accordance with applicable regulations.
1.70  “Q2 Semi-Annual O&M Statement” has the meaning set forth in Section 6.3.2.

1.71  “Q2 Treatment System” means the construction, operation and maintenance of a system
installed in October 2005 for treatment of (i.¢., removal of perchlorate from) water pumped from
Valencia's well Q2.

1.72  “Q2 Treatment System Rglocation” means the relocation of the Q2 Treatment System
as described in Section 4.2.1.

1.73  “Rapid Response Funds” means the funds, limited to ten million dollars ($10,000,000),
available to Plaintiffs for the period of time set forth in Section 11.2.1 of this Agreement, which

the Defendants shall cause to be paid to Plaintiffs on a demand basis in accordance with Section
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l.l .2 of this Agreement, as a result of specified perchlorate impacts to “Threatened Wells” (as
defined herein).

1.74  “Related Settlement” has the meaning set forth in Recital N.
1.75 “Remedja! Action Plan” means a technical report prepared in accordance with Section
25356.1 of the California Health and Safety Code and which, at a minimum, addresses the
remedial investigation, risk assessment, and evaluation of remedial alternatives and proposes a
remedial alternative.

1.76  “Remedy Stoppage” means a cessation of Project operations under circumstances
requiring a Project Modification.

1.77  “Replacement Wells & Associated Pipelines” means:

1.77.1 Two new wells capable of producing water at the combined rate of 4200 gpm
(“Replacement Wells”) and associated pipeline to convey the water pumped from the
Replacement Wells to a nearby reservoir and associated disinfection facility (“Associated
Pipelines”). As currently contemplated, the Replacement Wells will be constructed in the
vicinity of Magic Mountain Amusement Park and the Associated Pipelines will consist of
approximately 1000 feet of a 12 inch pipeline and 2500 feet of 18 inch pipeline, as described
more fully in Exhibit M hereto (the “Magic Mountain Wells”);

1.77.2 Potential closure and abandonment of the Stadium Well, in SCWC’s reasonable
discretion, and NC11, in NCWD’s reasonable discretion, described more fully in Exhibit N
hereto (the "Well Closures");

1.77.3 Construction of a new alluvial well (the "Stadium Replacement Well"), to be
located northeast of the Site in an alluvial area where perchlorate is not present in groundwater,

and associated pipeline(s), described more fully in Exhibit O hereto.
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1.78 “Replacem;nt Wells/Distribution Pipelines Capital Costs Escrow Account” means
the escrow account into which Defendants shall make an initial deposit of four million seven
hundred and fifty thousand dollars (4,750,000}, to be used for the purposes descr;i)e;viﬁ Section
4.3 of this Agreement. Additional deposits by Defendants into the Replacement
Wells/Distribution Pipelines Capital Costs Escrow Account may be required for Replacement
Wells/Distribution Pipelines Capital Cost additional costs as described in Section 4.3 of this
Agreement and for the purposes set forth therein. These additional deposit(s) shall be paid as
described in Section 4.3.3. Within thirty (30) business days after Bankruptcy Court approval of
this Agreement, Whittaker, on behalf of all Defendants, shall open the “Replacement
Wells/Distribution Pipelines Capital Costs Escrow Account” by signing and delivering to City
National Bank or other agreed bank escrc;w instructions substantially in the form of Exhibit P
hereto, and depositing the amount of $4,750,000 into said account as described above.

1.79  “Response Costs” means “response costs” as defined under CERCLA .

1.80  “RFI” means Remediation Financial, Inc.

1.81  “RFI Parties” means Santa Clarita L.L.C. (“SCLLC”) and Remediation Financial, Inc.
("RFI™), collectively.

1.82  “Saugus Formation” means the generally deeper (up to 8,500 feet thick) formation of
aquifers consisting of semi-consolidated sandstone, siltstone and conglomerate of Pleistocene
age and occurs under confined, semi-confined and unconfined conditions.

1.83  “SCLLC” means Santa Clarita L.L.C.

1.84  “SCLLC Property” has the meaning described in Exhibit A.

1.85  “SCWC” means Santa Clarita Water Company.
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1.86  “Sentry Wells” means grounciwatcr monitoring wells located upgradient of the Subject
Wells.

1.87  “Site” means the SCLLC Property and the BRLLC Property collectively ==~

1.88  “Steadfast PLC Policy” means the Property Transfer Liability Policy Number PLC
3598792-00 issued by Steadfast Insurance Company (“Steadfast”) to the Defendants.

1.89  “Subject Wells™ has the meaning referred to in Recital B of this Agreement.

1.90  The “SF Escrow 1 Account” and the “SF Escrow 1 means the. “SF Escrow 1” or “SF
Escrow 1 Account” as defined in, established, and governed by the Coverage and Claims
Settlement Agreement and the “Joint Escrow 1 Agreement and Instructions (Steadfast Escrow 1
Account)” filed in the Bankruptcy Cases on March 31, 2006.

1.91  The “SF Escrow 2 Account” means the “SF Escrow 2" or “SF Escrow 2 Account” as
defined in, established, and governed by the Coverage and Claims Settlement Agreement and the
“Joint Escrow 2 Agreement and Instructions (Steadfast Escrow 2 Account)” filed in the
Bankruptcy Cases on March 31, 2006.

1.92  “Steadfast” means Steadfast Insurance Company.

1.93  “SSCH” means Steadfast Santa Clarita Holdings, LLC.

1.94  “Estimate of Supplemental Project O&M?” has the meaning set forth in Section 5.2.3.
1.95  “Third Party Claims” has the meaning set forth in Section 12.1.1.

1.96 “Threatened Wells” has the meaning set forth in Section 11.2.1.

1.97  “Underlying Action” has the meaning referred to in Recital C of this Agreement.

1.98  “V-206 Replacement Well” means construction and installation of VWC’s well V206
and associated pipelines, and permanent closure and abandonment of VWC’s well V157 as

described in Exhibit Q.
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1.99  “VWC” means Valencia Water Company.

1.100 “Whittaker” means Whittaker Corporation.

1.101 “Working Day” means a day other than a Saturday, Sunday, or fed;:ral or égiéémia state
holiday.

ARTICLE 2. COURT APPROVALS AND RELATED SETTLEMENTS

2.1 Final Bankruptey Court Approval Order and Good Faith Certifications Required

Except for this Section which is effective upon execution of this Agreement by all
Parties, this Agreement, including the Parties’ promises, obligations, releases, representations and
warranties under this Agreement, shall take effect on the later of the date of the Final Approval
Order (as defined below) or the date of the “Good Faith Certifications” (as defined below) (“the
Effective Date) and is absolutely contingent upon the entry of an order of the Bankruptcy Court
that approves this Agreement in its entirety without any modifications and contains the
Bankruptcy Court Determinations referenced below, and that has become effective and as to
which no stay pending appeal has been issued (“Final Approval Order”) and such order not
being subject to any stay.

2.1.1 This Agreement, and the settlement of claims reflected herein, is
absolutely contingent upon (i) court certification that such settlement is made in good faith, and
(i1) a settlement of, or the dismissal with prejudice of, all of the claims asserted in the Counter-
Claims (the “Related Settlement™) and court certification of the Related Settlement as being
made in good faith (collectively, the “Good Faith Certifications™). The court’s order(s) setting
forth the Good Faith Certifications shall at a minimum provide that “any and all claims against
the settling Defendants and the settling counter-defendants, arising out of the matters addressed
in the Underlying Action or addressed in the Related Settlement, regardless of when asserted or
by whom, are barred; such claims are barred regardless of whether they are brought pursuant to
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CERCLA, or pursuant to common law or other federal or state laws,” or lax;guage substantially
to the same effect.

2.1.2  This Agreement shall be null and void ab initio;'and the Parties shall be
returned to their respective positions in all aspects, if either (a) the Related Settlement, Good
Faith Certifications and Final Approval Order have not all been obtained before October 31,
2007 for any reason; or (b) the Bankruptcy Court denies a motion to approve this Agreement as
written or (c) a court denies a motion for good faith certification of either this Agreement, the
Related Settlement or both, as written. RFI Parties, at their sole cost and expense, shall prepare
and file a motion with the Bankruptcy Court in a form satisfactory to all Parties seeking the Final
Approval Order promptly after the Agreement’s execution by all Parties. RFI Parties’ motion for
a Final Approval Order shall include a request that the Bankruptcy Court in its Final Approval
Order make the Bankruptcy Court Determinations in accordance with the requirements set forth
in Section 2.4 of this Agreement.

2.1.3  All other Parties shall support the entry of the Final Approval Order and
shall cooperate with RF1 Parties in presenting the motion seeking approval. The Parties shall
cooperate in preparing and filing motions with the District Court seeking the Good Faith
Certifications. To the extent required under CERCLA or applicable federal law, the Parties
agree to cooperate in obtaining approval of a United States District Court having appropriate
Jurisdiction (the “District Court”) as necessary to ensure enforceability of the terms and intent
of this Agreement (including but not limited to asking the Bankruptcy Court to certify its

findings and/or conclusions regarding certain issues to such District Court).
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2.2 Plaintiffs’ Reservation of Rights Against Buyer

Plaintiffs specifically reserve all rights against Buyer with regard to Buyer’s compliance
with all environmental laws and performance of any applicable remediation obligations; subject
only to the terms of Section 12.1 hereof.

2.3  Plan Filed by Debtors

If a Final Approval Order is entered by the Bankruptcy Court in the Bankruptcy Cases,
then any plan filed by the Debtors in the Bankruptcy Cases (“Plan”) shall not be materially
inconsistent with the terms of this Agreement and the Final Approval Order.

2.4  Final Approval Order Provisions

Debtors and all other Parties hereto acknowledge and agree, and the Final Approval
Order shall provide that (a) funds in SF Escrow 1 Account were, pursuant to the Coverage Order,
already earmarked for the purposes of satisfying Defendants’ obligations pursuant to this
Agreement; (b) the requirement that the funds in SF Escrow 1 Account be used exclusively for
the purposes for which they are agreed to be used pursuam- to the Coverage and Claims
Settlement Agreement as modified by the Coverage Order (which are consistent with the
purposes for which those funds are to be used pursuant to this Agreement) is res judicata in the
Debtors’ Bankruptcy Cases; (¢) payment of obligations under this Agreement, upon entry of the
Final Approval Order, constitutes the permitted use of SF Escrow 1 funds to “fund settlement or
a stipulated judgment pursuant to a settlement in the CLWA Case” that meets all of the
“Approved CLWA Settlement Parameters” as provided in paragraph IV.F.5.a.(i) of the Coverage
and Claims Settlement Agreement as modified by the Coverage Order and as described in
Exhibit 16 thereto and such payments pursuant to this Agreement shall constitute, and shall be

deemed to be consistent with the requirements for the administration of the SF Escrow 1 funds
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by AISLIC }Sursuant to Section IV.F.5.d. of the Coverage and Claims Settlement Agreement as
modified by the Coverage Order; (d) any payment or transfers of funds to or for the benefit of
Plaintiffs from SF Escrow 1 Account that are consistent with this Aér;em;nt ar;: freewand clear
of all other adverse clai;ns, rights, title, interest, liens or encumbrances of any kind whatsoever
that could be asserted against any property or interest of the Debtors; and (e) the A greement is a
complex agreement resolving numerous disputes and pending legal proceedings among
numerous parties and that following the Effective Date, it will be practically and legally
impossible to unwind this Agreement or restore the parties to their status quo based upon any
reversal or modification on appeal or rehearing or other review; (f) upon entry of the Final
Approval Order, the Defendants’ payment obligations under this Agreement including any sum
awarded pursuant to arbitration hereunder, may be made from the SF Escrow 1 Account; and (g)
either i) the terms of the Agreement and Related Settlement are fully consistent with the terms of
the SunCal Purchase and Sale Agreement and Joint Escrow Instructions dated July 6, 2006, or ii)
that the Buyer consents to the Agreement and the Related Settlement to the extent there is any
inconsistency. (Subparagraphs (a) through (g) above required to be included in the Final
Approval Order are referred to herein as the “Bankruptcy Court Determinations.”) The Final
Approval Order shall also provide that the Order applies to any successor Administrator of the
“SF Escrow 1” in the “Coverage and Claims Settlement Agreement.”
2.5  Plaintiffs’ Recourse Against Debtors

Plaintiffs’ recourse to (i) enforce all of Debtors’ obligations under this Agreement and (ii)
for any and all actions, causes of action, claims, demands, liabilities, damages, penalties, debts,
losses, costs, expenses and fees (including, without limitation, litigation costs and attorney and

consuliant fees) of every kind and nature whatsoever, past or future, in law and in equity against
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the Debtors and BRLLC arising from or in any way related to releases or threatened releas_es, or
other environmental conditions, past or future, at or around the Site is expressly and completely
limited to Debtors’ rights to use, and title and interest in, the SF Escrov& 1 Accoﬁntﬁg)é';glished
pursuant to the Coverage and Claims Settlement Agreement and the “Joint Escrow 1 Agreement
and Instructions (Steadfast Escrow 1 Accqunt)”. Plaintiffs’ rights against Debtors are not waived
in the Bankruptcy Cases to the extent of Debtors’ rights, title and interest in the SF Escrow 1
Account.

ARTICLE 3. PAYMENTS DIRECTLY TO PLAINTIFFS

3.1  Payment for Plaintiffs’ Past Environmental Claims

Within thirty (30) Déys after the Effective Date, Defendants shall pay the amount of ten
million dollars ($10,000,000) by payment of the amount of two million five hundred thousand
dollars ($2,500,000) to each of the four Plaintiffs. The obligation to make such payments shall
be joint and several, subject to Section 2.5. This payment is in full and complete satisfaction and
resolution of Plaintiffs’ Past Environmental Claims.

32 Payment for Plaintiffs’ Past Design Costs

Within thirty (30) Days after the Effective Date, Defendants shall pay the amount of one
million seven bundred fifty three thousand one hundred fourteen dollars and fifty-eight cents
(51,753,114.58) to CLWA. The obligation to make such payment shall be joint and several,
subject to Section 2.5. This payment is in full and complete satisfaction and resolution of
Plaintiffs’ Past Design Costs, as set forth in Exhibit E to this Agreement.

3.3  Payment to VWC

Within thirty (30) Days after the Effective Date, Defendants shall pay to VWC one

million dollars ($1,000,000). The obligation to make such payment shall be joint and several,

subject to Section 2.5. This payment is in full and complete satisfaction and resolution of
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Plaintiffs’ claims in the Underlying Action for V-206 Replacement Well, including, but not

limited to, construction and installation of VWC’s well V206 and associated pipelines, and

permanent closure and abandonment of VWC’s well V157, as described in Exhibit Q.

ARTICLE 4. FUNDING OF Q2 COSTS, REPLACEMENT WELL/DISTRIBUTION
PIPELINE CAPITAL COSTS AND PROJECT CAPITAL COSTS

4.1 Funding of Q2 Capital Costs and Q2 O&M Costs

Plaintiffs acknowledge that Defendants previously have caused to be deposited into the
"Q2 Escrow Account” five hundred thousand dollars (8500,000) for reasonable and necessary
and approved Q2 Capital Costs. This payment is in full and complete satisfaction and resolution
of Plaintiffs’ claims for the capital costs associated with the Q2 Treatment System. Plaintiffs
acknowledge that Defendants previously have caused to be deposited into the "Q2 Escrow
Account" two hundred twenty three thousand and two hundred ten dollars ($223,210) for certain
reasonable and necessary and lapprovcd Q2 O&M Costs. This payment is in partial satisfaction
and resolution of Plaintiffs’ claims for the operations and maintenance costs associated with the
Q2 Treatment System. Constmdtion of the Q2 Treatment System has been completed and all Q2
Capital Costs associated with the Q2 Treatment System have been approved and paid by or on
behalf of Defendants as of the Effective Date.

A copy of the Q2 Escrow Account Instructions is attached hereto as Exhibit J and
incorporated herein by this reference. Copies of Amendments No. 1 and No. 2 to the Q2 Escrow
Account Instructions are attached hereto as Exhibit K-1 and Exhibit K-2, respectively and
incorporated herein by this reference. Any amounts, including interest, remaining in the Q2
Escrow Account as of the Effective Date shall be used by Plaintiffs for Q2 O&M Costs, and
credited against Defendants’ obligations for funding Q2 O&M Costs as set forth in Section 4.1.1

below.
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4.1.1 'The Q2 Treatment System commenced operations on October 12, 2005

(“Q2 Commencement Date”), and VWC has been incurring Q2 O&M§0st§ for the Q2
Treatment System since that date. | T

4.1.1.1 During the period prior to October 12, 2007, VWC'’s
withdrawal of funds for Q2 O&M Costs shall not exceed nine thousand and three hundred
dollars ($9300) on average per month except in the event of a Q2 Resin Exchange and except for
reimbursement of any Q2 O&M Costs that have been incurred prior to the Effective Date and not
previously paid out of the Q2 Escrow Account.

4.1.1.2  Inthe event Commencement of Operation of the Project has
not occurred as of October 12, 2007, and the Q2 Treatment System must still be operated
pursuaﬁt to applicable regulatory requirements, Defendants shall pay or cause to be paid an
additional deposit of one hundred eleven thousand and six hundred dollars ($111,600) on or
before October 12, 2007, to be used for Q2 O&M Costs. In the event Commencement of
Operation of the Project has not occurred as of October 12, 2007, and the Q2 Treatment System
must still be operated pursuant to applicable regulatory requirements, Defendants shall pay or
cause to be paid additional reasonable and necessary Q2 O&M Costs until the Q2 Treatment
System is relocated as provided in Section 4.2.1. After October 12, 2007, VWC may withdraw
funds on a monthly basis as is reasonably necessary. ‘

4.1.1.3  Defendants shall pay or cause to be paid into the existing Q2
Escrow Account an additional amount of one hundred sixty seven thousand and five hundred
dollars ($167,500), or such other amount as may be agreed by the Defendants or determined by
the Cost Consultant in accordance with Article 7, in the event a determination is made by VWC

in accordance with its operating permit and upon agreement by Whittaker and AISLIC, that
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replacement of the treatment resins used in the Q2 Treatment System is necessary. Such deposit
shall be made within 10 days after VWC’s written notice of detenningf.ion and request for
funding has been delivered to Defendants. Any dispute regarding such‘ deteminat;;ﬁ;); VWC
shall be resolved by the Cost Consultant in accordance with Article 7.

4.1.2 Defendants’ obligations hereunder for deposits required to be made into
the Q2 Escrow Account shall be on a joint and several basis subject to Section 2.5.

4.13  Any amounts, including interest, remaining in the Q2 Escrow Account
upon Q2 Treatment System Relocation to the location of the Project shall be refunded into the SF
Escrow 1 Account (as defined in the Coveraée and Claims Settlement Agreement.).

4.1.4 Payments from the Q2 Escrow Account shall be made on a monthly basis
in accordance with the procedures set forth in Article 6 and the applicable Q2 Escrow Account
instructions.

4.1.5 Defendants and AISLIC shall not be entitled to withdraw any funds from
the Q2 Escrow Account or to direct or control the payment of such funds, and shall have no
rights with respect to such funds, except as provided in this Agreement.

4.1.6 Payments for Q2 O&M Costs shall continue until the date that VWC and
CLWA are required to relocate and integrate the Q2 Treatment System into the Project pursuant
to Section 4.2.1 or until treatment of Well Q2 is no longer required by DHS, whichever occurs
first. The Q2 Escrow Account shall terminate following written notification from Plaintiffs that
the Q2 Treatment System has been integrated into the Project or written notification from

Plaintiffs or Cost Consultant or arbitrator determination that treatment of Well Q2 is no longer

required by DHS, provided that payment has been made for all Q2 Capital Costs and Q2 O&M
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Costs permitted to paid from the Q2 Escrow Account in accordance with the procedures set forth
in this Agreement.

4.2 Termination of the Q2 Treatment System Operations

42.1 VWC shall undertake to terminate operation of the Q2 Treatment System
as soon as reasonably feasible, in accordancé with requirements of the California Department of
Health Services (DHS). In connection with the construction of the Project, Plaintiffs shall
incorporate the Q2 Well and the Q2 Treatment System into the Project, notwithstanding any
prior dctérmination that the treatment at Q2 Well is no longer required, so as to enable the
Saugus 1&2 Treatment System to treat Q2 water in case the Q2 Well subsequently becomes
recontaminated. In connection with the construction of the Project, VWC and CLWA shall
incorporate the Q2 Well and the Q2 Treatment System into the operation of the Project not later
than (i) two (2) years after the Q2 Commencement Date or (ii) the Commencement of Operations
of the Project, whichever is later. Upon relocating operation of the Q2 Treatment System, VWC
and CLWA shall transfer the treatment vessels used as part of the Q2 Treatment System to the
location of the Project and incorporate the use of those vessels into that system. Upon
terminating or relocating operation of the Q2 Treatment System, VWC and CLWA shall transfer
the remaining resin used as part of the Q2 Treatment System to the location of the Project and
incorporate the unused resin into that system.

4.2.2  The obligation to pay Q2 O&M Costs for the Q2 Treatment System
pursuant to Section 4.1.1 of this Agreement shall cease either (i) upon written notification from
Plaintiffs or Cost Consultant or arbitrator determination that treatment of Well Q2 is no longer
required by DHS; or (ii) upon written notification from Plaintiffs that the Q2 Treatment System

has been integrated with the Project and that the Q2 O&M Costs will be included in the Project
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0&M Co'sts and handled in accordance with Article 5, which notice shall not occur later than

(i) two (2) years after the Q2 Commencement Date or (ii) the Commencement of Operations of
the Project, whichever occurs later. If, after a determination that trca—tn:xem at weil QZ-ISHO
longer required, well Q2 becomes re-contaminated so as to require treatment, said treatment will
be handled by means of the Project, and the costs thereof shall be Project O&M Costs.

4.2.3  Any dispute as to whether treatment of water pumped from Q2 can be
discontinued or should be recommenced shall be resolved through binding Cost Consultant
arbitration, as provided in Article 7 of this Agreement, provided that the arbitration decision
must be consistent with the requirements of all regulatory agencies with jurisdiction regarding
perchlorate.

4.3 Replacement Wells/Distribution Pipeline Capital Costs Escrow Account

Defendants shall be jointly and severally obligated subject to Section 2.5 to pay for their

proportional share of the capital ¢osts associated with the installation of new Distribution
Pipelines and Replacement Wells & Associated Pipelines pursuant to this Section 4.3. CLWA,
on behalf of all Plaintiffs, and Whittaker, on behalf of all Defendants, concurrently with
execution of this Agreement, shall execute and, thereafter, promptly deliver to City National
Bank or other agreed bank instructions for an escrow (the “Replacement Wells/Distribution
Pipeline Capital Costs Escrow Account”) substantially in the form of Exhibit P hereto. Within
thirty (30) Days afier the Effective Date, Defendants shall make an initial deposit into the
Replacement Wells/Distribution Pipeline Capital Costs Escrow Account of four million seven
hundred and fifty thousand dollars ($4,750,000) to be used for Distribution Pipelines, and
Replacement Wells & Associated Pipelines. The Replacement Wells & Associated Pipelines

will provide new Saugus Formation production capacity to replace lost well capacity not
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provided by the Project or \;-206. The Distribution Pipelines will be connected to various
turnouts within the Plaintiffs’ system.

4.3.1 The Defendants’ initial proportional share of the‘capital cost;z;s.—s”(;ciated
with the Distribution Pipelines and the Replacement Wells & Associated Pipelines will be based
on the Percentage Cost Allocation for Distribution Pipelines and Replacement Wells &
Associated Pipelines set forth in Exhibit R and the bid items submitted by the bidder selected
through a competitive bidding process in accordance with CLWA bid procedures and applicable
law. Whittaker’s and AISLIC’s technical representatives shall be provided reasonable
opportunity to advise and consult on design, engineering, location of well replacement and other
technical aspects of the contractor selection and construction process. For bid items that do not
have specific cost allocations, the weighted cost allocation of the other bid items shall be applied.
During construction, the Plaintiffs and Defendants shall provide the funds necessary to pay the
selected contractors in the proportion provided for by the determination of the initial proportional
share. Upon completion and Plaintiffs’ acceptance of the construction, a true-up of the cost
allocation shall be performed. To the extent feasible, the trué-up shall apply the cost allocation
of Distribution Pipelines and Replacement Wells presented in Exhibit R to the actual costs of the
Distribution Pipelines and Replacement Wells, including approved change orders.

4.3.2  The Parties acknowledge that construction of the Replacement Wells and
Associated Pipelines, except the drilling of the Replacement Wells, will be deferred until the
construction of the extension of Magic Mountain Parkway is initiated.

4.3.3 In the event Defendants’ proportional share of capital costs associated
with Distribution Pipelines and Replacement Wells & Associated Pipelines exceeds four million

and seven hundred fifty thousand dollars ($4,750,000), including all costs of redrilling
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Replacement Wells that are not capable of proéucing water at the required rate, Defendants shall
be obligated, on a joint and several basis subject to Section 2.5, to deposit in the Replacement
Wells/Distribution Pipeline Capital Costs Escrow Account additional—nt;!;nds. sufﬁ;:ié;'i\?é'éover
such excess, as reasonably determined by Plaintiffs, subject to approval by Whittaker and
AISLIC or determination by the Cost Consultant. Such deposits shall be made by Defendants in
a timely manner. The Estimate of Replacement Wells/Distribution Pipeline Capital Costs
attached hereto as Exhibit S reflects that Defendants’ proportional share of the Replacement
Wells/Distribution Pipeline Capital Costs exceeds $4,750,000. However, in the event that cost
savings are achieved such that Defendants’ proportional share of capital costs associated with
Distribution Pipelines and Replacement Wells & Associated Pipelines is less than the amounts
deposited by Defendants into the Replacement Wells/Distribution Pipeline Capital Costs Escrow
Account, any amounts remaining in the Replacement Wells/Distribution Pipeline Capital Costs
Escrow Account shall be refunded into the SF Escrow 1 Account (as defined in the Coverage and
Claims Settlement Agreement).
4.3.4  Any dispute regarding the reasonableness, timing or necessity of

Replacement Wells/Distribution Pipeline Capital Costs, the selection of the lowest responsive
and responsible bid in the competitive bidding process, or the Defendants’ appropriate
proportional share shall be resolved through Cost Consultant arbitration in accordance with
Article 7.
44  Project Capital Costs Escrow Account

CLWA, on behalf of all Plaintiffs, and Whittaker, on behalf of all Defendants,
concurrently with execution of this Agreement, shall execute and, thereafter, promptly deliver to

City National Bank or other agreed bank instructions for an escrow (the "Project Capital Costs
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Escrow Account") substantially in the form of Exhibit H-1 heret.o. Within thirty (30) Days after
the Effective Date, Defendants shall, jointly and severally, be obligat;c.i. to rpake a de_posit into
the Project Capital Costs Escrow Account of five million dollars ($5,060,0()0) (“Il;;i;lwfroject
Capital Costs Deposit”) to pay Project Capital Costs.

4.4.1 Inthe event Project Capital Costs exceed the amount of the Initial Project
Capital Costs Deposit, Defendants shall deposit in the Project Capital Costs Escrow Account
additional funds sufficient to cover such excess, as determined by Plaintiffs, subject to AISLIC
and Whittaker approval or determination by the Cost Consultant; but such total additional funds
shall not exceed five million dollars ($5,000,000). Defendants shall deposit the additional funds
in a timely manner after approval by AISLIC and Whittaker or by the Cost Consultant. The
Estimate of Project Capital Costs attached hereto as Exhibit G reflects that Project Capital Costs
are projected to exceed five million ($5,000,000). However, in the event that cost savings are
achieved such that Project Capital Costs are less than the amounts deposited by Defendants into
the Project Capital Costs Escrow Account, any amounts remaining in the Project Capital Costs
Escrow Account shall be refunded into the SF Escrow 1 Account (as defined in the Coverage and
Claims Settlement Agreement.).

4.42  Any dispute regarding the reasonableness, timing or necessity of Project
Capital Costs shall be resolved through arbitration in accordance with Article 7.

ARTICLE 5. PAYMENT OF PROJECT O&M COSTS

5.1 Project O&M Escrow Account

5.1.1 Defendants shall be jointly and severally obligated subject to Section 2.5
to pay Project O&M Costs in accordance with the terms of this Agreement. The “pro forma”
Estimate of Project O&M (“Pro Forma Estimate of Project O&M”) as of the date of execution
of this Agreement is attached hereto as Exhibit D.
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5.1.2  CLWA, on behalf of all Plaintiffs, and Whittaker, on behalf o.fall
Defendants, and AISLIC shall, within thirty (30) days after Whittaker and AISLIC’s receipt of
Plaintiffs’ written notice of anticipated commencement of Project op;r;tior;s exc.e;:ué z;nd
thereafter, promptly deliver to City National Bank or other agreed bank instructions for an
escrow for funds to be used for payment of Project O&M Costs substantially in the form of
Exhibit H-2 hereto.

5.1.3  Payments from the Project O&M Escrow Account shall be made on a
monthly basis in accordance with the procedures set forth in this Article 5, Article 6, and the
applicable escrow instructions, which instructions are subject to approval by Plaintiffs,
Whittaker, and AISLIC and shall be consistent with the terms of this Agreement.

5.1.4  Upon termination of the Project O&M Escrow Account in accordance
with this Agreement, any balance in that account shall be refunded into the SF Escrow ]
Account. The Project O&M Escrow Account shall terminate upon termination of this
Agreement or earlier payment of all Lump Sum awards, provided that payment has been made
for all Project O&M Costs in accordance with the procedures set forth in this Agreement,

5.2 Project O&M Costs

) 5.2.1 Defendants shall fund.Projcct O&M Costs by depositing annually in the
Project O&M Escrow Account the annual O&M amounts reasonably estimated by CLWA and
modified as reasonably estimated by Defendants and AISLIC, or modified as determined by the
Cost Consultant, and reflected in the Joint Estimate of Project O&M jointly prepared by the
Parties (which may include determinations of the Cost Consultant). The first annual deposit

(“Initial Project O&M Deposit™) shall be due thirty (30) days after Whittaker’s, and AISLIC’s

receipt of Plaintiffs’ written notice of anticipated commencement of Project operations and a
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Joint Estimate of Project O&M has been agreed between the Parties or determined by the Cost
Consultant for the first year of operations. The initial “Joint Estimate of Project O&M” shall be
based upon the Pro Forma Estimate of Project O&M attached as Exhxhxt D }'xeretg, géigéaiﬁed
by CLWA and approved by Defendants and AISLIC or determined by the Cost Consultant.
(“Joint Estimate of Project 0& M) Defendants will reasonably consider and respond to
CLWA’s proposed modifications to the attached Pro Forma Estimate of Project O&M as
provided in this Article 5. The Parties will meet and confer concerning any disputes in preparing
the initial Joint Estimate of Project O&M . Subsequent annual O&M deposits (each an “Annunal
Project O&M Deposit”) in the amount of the Joint Estimate of Project O&M for the upcoming
year (each a “Joint Estimate of Project O&M™) as agreed between the Parties or determined by
the Cost Consultant, shall be due on or before the anniversary of the Initial Project O&M
Deposit. CLWA will provide Whittaker, AISLIC, and Steadfast with a copy of each of
Plaintiffs’ proposed Joint Estimate of Annual Project O&M at least seventy-five (75) days prior
to the anniversary date of the prior year’s Annual Project O&M Deposit.

5.2.2 Inthe event of Defendants’ or AISLIC’s objection to any item included or
excluded on any of the Plaintiffs’ proposed Joint Estimates of Project O&M, Defendants or
AISLIC shall notify Plaintiffs of their objection in writing within thirty (30) days after receipt of
the proposed estimate, stating the reasons for its objection, and the Parties shall exercise their
best efforts to resolve the disputed item(s). In the event that the disputed item is not resolved
within fifteen (15) days after Defendants’ or AISLIC’s notice of objection, the disputed item(s)
shall be submitted to the Cost Consultant, for expedited resolution in accordance with Article 7,

below. Following meet and confer and any determinations of the Cost Consultant, the Parties
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shall jointly prepare the Joint Estimate of Project O&M as agreed among the Parties or
determined by the Cost Consultant.

5.2.3 In the event that CLWA determines it will be necessary to su;;)i;ﬁienl the
Project O&M Escrow Account in any given year to pay for Project O&M Costs, CLWA shall
notify Defendants, AISLIC and Steadfast of its determination and provide an itemized statement,
using the same format as the then-current Joint Estimate of Project O&M, of the amount of the
supplemental funding (“Estimate of Supplemental Project O&M?) required to cover the
additional Project O&M Costs. In the event of Defendants’ or AISLIC’s objection to any item
included in the Plaintiffs’ proposed Estimate of Supplemental Project O&M, Defendants or
AISLIC shall notify Plaintiffs of their objection in writing within fifteen (15) days aﬁf:r receipt
of the proposed Estimate of Supplemental Project O&M, stating the reasons for its objection, and
the Parties shall exercise their best efforts to resolve the disputed item(s). In the event that the
disputed item is not resolved within fifteen (15) days after Defendants’ or AISLIC’s notice of
objection, the disputed item(s) shall be submitted to the Cost Consultant for expedited resolution
in accordance with Article 7. Defendants shall deposit into the Project O&M Escrow Account
the amount of the Estimate of Supplemental Project O&M within ten (10) days after
determination of the amount of the Estimate of Supplemental Project O&M by agreement of the
Parties or determination of the Cost Consultant.

5.2.4  Subject to the provisions of Section 9.1.7 below, the obligation to pay
Project O&M Costs pursuant to this Article 5 shall cease the earlier of (i) the California
Department of Health Services (DHS), and any other agency that has asserted jurisdiction and
whose agreement is required, agrees that treatment of water pumped from Saugus 1 & 2 can be

discontinued; or (ii) thirty (30) years after Commencement of Operations of the Project.
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5.2.5 Any dispute regarding the reasonableness, applicability or necessity of
Project O&M Costs, except for the issue of whether treatment of water pumped from Saugus 1 &
2 can be discontinued, shall be resolved through binding arbitration, as iprovided mArIche 7 of
this Agreement, provided that the arbitration decision must be consistent with the requirements
of all regulatory agencies with jurisdiction, and prior to determination of the Lump Sum as
described in Section 5.2.6. Any dispute regarding whether treatment of water pumped from
Saugus 1 & 2 can be discontinued, shall be resolved through binding arbitration, as provided in
Sections 13.1 and 13.2 of this Agreement (unless all Parties agree that the issue may be resolved
as provided in Article 7 of this Agreement), provided that the arbitration decision must be
consistent with the requirements of all regulatory agencies with jurisdiction, and prior to
determination of the Lump Sum as described in Section 5.2.6.

5.2.6 Subject to the provisions of Section 9.1.7 below, beginning five years after
Commencement of Operations of the Project (which time period will be tolled during any period
in excess of one week of Remedy Stoppage), CLWA, Whittaker, or AISLIC may demand
binding arbitration, as provided in Article 13 of this Agreement; for purposes of obtaining a
determination of a lump sum for payment in lieu of the Project O&M Costs that would otherwise
be due and payable during the remainder of the up-to thirty-year period (the "Lump Sum") based
on the following criteria:

5.2.6.1  The Lump Sum will be calculated on a net present value basis
using appropriate assumptions and technigues, including consideration of risk, activities and
costs anticipated to occur after payment of the Lump Sum, and any other factors introduced by
the Parties at arbitration and determined to be relevant by the arbitrator, but the Lump Sum shall

be calculated on the assumption that the Defendants’ obligation to pay for the Project O&M shall
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cease not later than thirty years after Commencement of Operations of the Project, except as
provided in Section 9.1.7. The Lump Sum determination shall also be based, in part, on
consideration of the actual Project O&M Costs experienced prior to ;fgitra;ion, butex_c]udmg
any such Project O&M Costs as may have been associated with start-up of the system or
otherwise not indicative of future Project O&M Costs. The Lump Sum amount will not include
any capital costs, including but not limited to, capital costs of Project Modifications implemented
pursuant to Article 9 of this Agreement or any projected or potential capital costs for Project
Modifications which become or may become necessary after the first three years following
Commencement of Operations of the Projcct (which time period will be tolled during any period
in excess of one week of Remedy Stoppage). The Lump Sum amount will not include any
lobbying costs or legal fees or costs associated with obtaining funding from Public Funding
Sources. With respect to the activities and costs subject to the annual flat fee payment of twenty
thousand dollars ($20,000), described in Section 1.59, the Lump Sum will be calculated based on
an assumption that the $20,000 annual flat fee will be escalated based on CPI. For purposes of
this Agreement, CPI means the Consumer Price Index for All Urban Consumers (CPI-U) in the
Los Angeles-Riverside-Orange County Consolidated Metropolitan Statistical Area, All Items, as
published by the United States Department of Labor, Bureau of Labor Statistics, for which the

- base year is 1982-84 = 100, or if such publication ceases to be in existence, a comparable index
agreed by the Parties.

527 In the event a Lump Sum determination is made in accordance with

Section 5.2.6, the amount of the Lump Sum shall be paid by Defendants, jointly and severally,
and subject to Section 2.5, to Plaintiffs within thirty (30) Working Days after the arbitrator's

decision is issued and any petition filed prior to that time to vacate or correct the arbitrator’s
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decision, pursuant to Cal. Code of Civil Procedure Section 1286.2 (Grounds for Vacation of
Award) or Section 1286.6 (Grounds for Correction of Award), is finally adjudic_z_xted.“ _.Plaintiffs
agree to use the Lump Sum amount solely for Project O&M Costs untii such Lump Sum‘ amount
is exhausted, or until Plaintiffs” obligation to operate the Project, as set forth in Section 8.3.1,
ceases.
ARTICLE 6. PAYMENTS FROM THE ESCROW ACCOUNTS
6.1  General

6.1.1 Payments from the Q2 Escrow Account, the Replacement
Wells/Distribution Pipeline Capital Costs Escrow Account, the Project Capital Costs Escrow
Accéunt, and the Project O&M Escrow Account (the "Escrow Accounts") shall be made in
accordance with the procedures set forth in this Section and each Escrow Account's instructions,
which instructions shall be jointly approved by Plaintiffs, Whittaker, and AISLIC, and shall be
consistent with the terms of this Agreement. The Parties acknowledge and agree that funding of
the Escrow Accounts is based on the cost estimates contained in the Exhibits to this Agreement,
which estimates were prepared by Plaintiffs’ consultants and reviewed but not independently
verified by Defendants’ and AISLIC’s consultants, and that the actual costs and expenses
incurred will control all corresponding future payments from the Escrow Accounts. The Parties
acknowledge and agree that payments from the Escrow Accounts are to be made solely for
reasonable and necessary costs and expenses actually incurred and not paid or reimbursed by
other sources, even if less than tﬂc sums set forth in any estimate. The Parties shall cooperate in
minimizing all costs incurred and paid pursuant to this Agreement. The Parties acknowledge and
agree that payments from the Escrow Accounts are to be made only for reasonable capital or

operations and maintenance costs for the Project, the Replacement Wells and Associated
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Pipelines, Q2 Treatment System, and Distribution Pipelines pursuant to this Agreement, and only
to the extent such costs are necessary.

6.1.2  Except as provided in this Agreement, Defendanis and AISLIC;hall not
be entitled to withdraw any funds from the Escrow Accounts or to direct or control the payment
of such funds, and shall have no rights with respect to such funds, other than approval rights
expressly provided in this Agreement. Reporting and payment of taxes owed on income earned
with respect to the escrows shall be the responsibility of Plaintiffs,

6.1.3  Upon termination of the Escrow Accounts in accordance with this
Agreement, any balance in the Escrow Accounts shall be refunded to the SF Escrow 1 Account.
The Q2 Escrow Account shall terminate as set forth in Section 4.1.6. The Project Capital Costs
Escrow Account shall terminate upon completion of the construction of the Project, provided that
payment has been made for all Project Capital Costs in accordance with the procedures set forth
in this Agreement. The Project O&M Costs Escrow Account shall terminate as set forth in
Section 5.1.4. The Replacement Wells/Distribution Pipelines Escrow Account shall terminate
upon completion of the construction of the Replacement Wells & Associated Pipelines and
Distribution Pipelines, provided that payment has been made for all Replacement Wells &
Associated Pipelines and Distribution Pipelines in accordance with the procedures set forth in
this Agreement. The term "completion” as used in this Section 6.1.3 shall mean satisfactory
completion of construction, startup and testing, and formal acceptance by the applicable Plaintiff.

6.2 Payment of Capital Costs

6.2.1 Costs incurred for activities and within the aggregate approved amounts
set forth in Exhibit G, with respect to the Project, and Exhibit S, with respect to the Replacement

Wells/Distribution Pipelines, following resolution of disputed costs pursuant to Article 7, shall
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constitute “Approved Capital Costs.” Costs incurred for activities or items that are not
contained in Exhibits G and S for the applicable Escrow Account, or are in excess of !he
aggregate amount set forth therein, shall be subject to the approval of Whittaker a.n-v(;A‘I“S”LIC or
confirmation by the Cost Consultant in accordance with Article 7, below, and upon such
approval or confirmation, such costs shall also constitute “Approved Capital Costs”.

6.2.2  Plaintiffs shall prepare (1) a monthly statement setting forth capital costs
incurred by Plaintiffs for the prior period for the Project (the “Project Monthly Capital Costs
Statement”) and paid by Plaintiffs from the Project Capital Costs Escrow Account, (2) a
monthly statement setting forth capital costs incurred by Plaintiffs for the prior period for the
Replacement Wells/Distribution Pipeline Capital Costs Escrow Account (the “Replacement
Wells/Distribution Pipeline Capital Costs Statement™) and paid by Plaintiffs from the
Replacement Wells/Distribution Pipeline Capital Costs Escrow Account, in each case
accompanied by copies of relevant underlying invoices and other supporting documentation for
such costs. Copies of the Project Monthly Capital Costs Statement, the Replacement
Wells/Distribution Pipeline Capital Costs Statement (together, the “Monthly Capital Costs
Statements”) shall be provided to. Whittaker, AISLIC and Steadfast for review at least ten (10)
days prior to each monthly Technical Meeting described in Section 8.4, below, and the Parties
shall exercise their best efforts to resolve any disputes concerning the invoices included in the
Monthly Capital Costs Statements at or prior to the Technical Meeting.

6.2.3 In the event of a dispute concerning items on any invoice, if such dispute
is not resolved at or prior to the Technical Meeting, Whittaker or AISLIC shall provide Plaintiffs
with written notice of the reason it disputes the invoice within ten (10) days after the Technical

Meeting, and the disputed item(s) shall be resolved by the Cost Consultant in accordance with
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-Article 7, below. Notwithstanding any pending dispute regarding Whittaker or AISLIC’s

disapproval of an invoice for payment, Plaintiffs may withdraw funds on a monthly basis from
the Escrow Accounts to pay for Project Capital Costs, and Replacemenf Wells/D;s;iJ;ﬁbn
Pipelines Capital Costs, subject to the provisions of Article 7 of this Agreement, and to pay
Escrow Agent’s fees, and any fees incurred for the Cost Consultant in accordance with Article 7
below or for arbitrator’s fees in accordance with Article 13, Section 13.2 below. Any appropriate
adjustment resulting from the determination of the Cost Consultant shall be reconciled in the
following Monthly Capital Costs Statement.

6.2.4 Plaintiffs shall provide the tax identification number required to open any
Escrow and shall be responsible for fulﬁlling tax payment, reporting and filing requirements.
Interest that accrues on the balances in the Escrow Accounts shall be retained in those Accounts
and available for use by Plaintiffs pursuant to the respective agreed uses of each Account until
Termination, and credited against Defendants’ funding obligations as to the applicable Account,

6.3 Payment of Q2 O&M Costs

6.3.1 Costs incurred for activities and within the approved Q2 Monthly O&M
Costs amount shall constitute “Approved Q2 O&M Costs.”

6.3.2 VWC shall, within ten (10) Working f)ays after the end of each semi-
annual period after Commencement of Operations for the Q2 Treatment System, deliver to
Whittaker and AISLIC a statement of invoices for Q2 O&M Costs incurred by VWC during the
preceding semi-annual period (“Q2 Semi-Annual O&M Statement”), accompanied by copies
of all of the underlying invoices and other supporting documentation. Copies of thé Q2 Semi-
Annual O&M Statements shall be provided to Whittaker, AISLIC and Steadfast for review at

least twenty (20) days prior to the Technical Meeting following the end of each semi-annual
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period. Plaintiffs, Whittaker and AIéLIC shall exercise their best efforts to resolve any disputes
concerning the invoices included in the Q2 Semi-Annual O&M Statement at or prior to the
Technical Meeting; provided, however, that Approved O&M Costs sl'xe;ll not be subjec;to Teview
or approval.

6.3.3 In the event of a dispute concerning items other than Approved O&M
Costs on any invoice, if such dispute is not resolved at or prior to the Technical Meeting,
Whittaker or AISLIC shall provide Plaintiffs with written notice of the reason it disputes the
invoice within ten (10) days after the Technical Meeting, and the disputed item(s) shall be
resolved by the Cost Consultant in accordance with Article 7, below.

6.3.4 Notwithstanding any pending dispute regarding Whittaker’s or AISLIC’s
disapproval of an invoice for payment, Plaintiffs may withdraw funds on a monthly basis from
the Q2 Escrow Account to pay Q2 O&M Costs for the Q2 Treatment System, subject to the
provisions of Article 7 of this Agreement, and to pay Escrow Agent’s fees, and any fees incurred
by Plaintiffs for the Cost Consultant in accordance with Article 7, below, or for arbitrator’s fees
in accordance with Article 13, Section 13.2 below. Any appropriate adjustment resulting from
the determination of the Cost Consultant shall be reconciled in the following Q2 Semi-Annual
O&M Statement.

6.3.5 Upon request, Plaintiffs shall additionally provide to SCLLC and RFI, or
Buyer if the sale has closed, the statement of invoices with copies of the underlying invoices and
supporting documentation.

6.4  Payment of Project O&M Costs
6.4.1 Costs incurred for Project O&M activities and within the aggregate

amount set forth in the applicable Joint Estimate of Annual Project O&M or Estimate of
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Supplemental Project O&M following resolution of an)} disputed items pursuant to Article 7,
shall constitute “Approved O&M Costs.” Costs incurred for activitigs or i.tems‘ that are not
Approved O&M Costs or are in excess of the aggregate amount set fortﬁ in the apphca;)le Joint
Estimate of Annual Project O&M or Estimate of Supplemental Project O&M shall be subject to
the approval of Whittaker and AISLIC or confirmation by the Cost Consultant in accordance
with Article 7, below, and upon such approval or confirmation, such costs shall also constitute
“Approved O&M Costs.”

6.4.2  Plaintiffs shall, within ten (10) Working Days after the end of each
quarterly period following the Commencement of Operations, deliver to Whittaker, AISLIC and
Steadfast a statement of invoices for Project O&M Costs incurred and paid by Plaintiffs from the
Project O&M Escrow Account during the preceding quarterly period (“Quarterly Project
O&M Statements”), accompanied by copies of all of the underlying invoices and other
supporting documentation. Copies of the Quarterly Project O&M Statements shall be provided
to Whittaker and AISLIC for review at least ten (10) days prior to the Technical Meeting
following the end of each quarter, and the Parties shall exercise their best efforts to resolve any
disputes concerning the invoices included in the Quarterly Project O&M Statement at or prior to
the Technical Meeting,

6.43  Upon request, Plaintiffs shall additionally provide to SCLLC and RFI, or
Buyer if the sale has closed, the Quarterly Project O&M Statements with copies of the
underlying invoices and supporting documentation. .

6.4.4  Inthe event of a dispute concerning items on any invoice, if s.uch dispute
is not resolved at or prior to the Technical Meeting, Whittaker and/or AISLIC shall provide

Plaintiffs with written notice of the reason it disputes the invoice within ten (10) days after the
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Technical Meeting, and the disputed item(s) shall be resolved by the Cost. Consultant in
accordance with Article 7, below. o ‘

6.4.5 Notwithstanding any pending dispute regarding Whittaker o; AI—SLIC’s
disapproval of an invoice for payment, Plaintiffs may withdraw funds on a monthly basis from
the Project O&M Escrow Account to pay actual Project O&M Costs, subject to the provisions of
Article 7 of this Agreement, and to pay Escrow Agent’s fees, and any fees incurred for the Cost
Consultant in accordance with Article 7 below or for arbitrator’s fees in accordance with Article
13, Section 13.2 below. Any appropriate adjustment resulting from the determination of the Cost
Consultant shall be reconciled in the following Quarterly Project O&M Statement.

ARTICLE 7. COST CONSULTANT ARBITRATION

7.1 Cost Consultant

7.1.1 Appointment of Cost Consultant. Michael Kavanaugh shall act as Cost
Consultant and perform the functions of Cost Consultant set forth in this Agreement. If Mr.
Kavanaugh, any replacement Cost Consultant, or all parties to a disputed issue, determine that
the Cost Consultant lacks expertise as to a specific disputed issue, the Cost Consultant (after
consultation with the parties to the dispute) shall retain an expert to assist him or her in reaching
a determination of that particular dispute.

7.1.2 Functions of Cost Consultant

7.1.2.1 The Cost Consultant, and any replacement Cost Consultant,
shall not act as an agent or representative for any Party, and shall exercise independent, neutral
judgment in the performance of the Cost Consultant’s responsibilities under this Agreeme;xt.

7.1.2.2  Inthe event of a timely demand for arbitration pursuant to

Sections 4.1, 4.2, 4.3, 4.4, 5.2 (except as otherwise provided in Sections 5.2.5 and 5.2.6), 6.2,
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6.3,6.4,8.2,8.3,8.4.2,and 9.1 of this Agreement, the Cost Consultant shall resolve the dispute

in accordance with this Article 7.

7.1.3 Cost Consultant Fees: The Cost Consultant’s feés and costs shall’be

included in Project O&M Costs.
7.1.4  Replacement of Cost Consultant: The Cost Consultant may only be
replaced by mutual agreement of the Plaintiffs, Whittaker and AISLIC or for good cause

established to the satisfaction of the arbitrator designated pursuant to Article 13, Section 13.2 of

this Agreement. In the event of the resignation, replacement for good cause, or unavailability of -

the Cost Consultant, Plaintiffs and Whittaker and AISLIC shall jointly retain a replacement Cost
Consultant. If the Parties are unable to agree on a replacement, a replacement shall be chosen by
the arbitrator designated pursuant to Article 13, Section 13.2 of this Agreement.
7.2 Cost Consultant Dispute Resolution

In the event that the Parties are unable to resolve a dispute arising under the sections
listed in Section 7.1.2.2, Plaintiffs, Whittaker and/or AISLIC may, within the time period
provided by the applicable section of this Agreement, demand expedited arbitration of the
dispute. If no time period is specified in the applicable section, then the demand for expedited
arbitration must be made within ten (10) days after the Technical Meeting at which such dispute
was addressed and not resolved. Any such demand, accompanied by all material.s that Plaintiffs,
Whittaker and/or AISLIC consider necessary for resolution of the dispute, shall be served on the
other Parties. By the end of the tenth day after their receipt of such a demand for arbitration, the
receiving Party may submit to the Cost Consultant and, if so, shall serve upon the other Parties
all materials that the receiving Party considef necessary for resolution of the dispute. The Cost

Consultant may request further information from the Parties or schedule an arbitration hearing
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date (in-person or by telephone conference) and shall render a decision within twenty (20) days
after delivery of the demand for arbitration or, if an arbitration hearing is conducted, within ten
(10) days of the conclusion of the arbitration hearing, or at such later 't“i;;le as ma); bcaéreed by
the parties to the dispute and the Cost Consultant. If a Party does not timely demand arbitration,
its disapproval shall be deemed waived.

ARTICLE 8. OWNERSHIP, CONSTRUCTION, OPERATION AND MANAGEMENT
OF FACILITIES

8.1 Ownership of Facilities

Plaintiffs shall own or lease all Project facilities, all Replacement Wells and Associated
Pipelines, all Distribution Pipelines, and the Q2 Treatment System. Plaintiffs represent and
warrant that they have reached separate agreement as to their respective ownership of Project
facilities, and this Agreement shall remain in full force and effect regardless of any dispute or
disagreement that may exist or arise relating to their ownership of Project facilities, all
Replacement Wells and Associated Pipelines, all Distribution Pipelines, and the Q2 Treatment
System.

8.2 Plaintiffs’ Responsibilities

8.2.1 Plaintiffs will be responsible for the planning, development, design,
permitting, construction, installation, operation and maintenance of the Project, Q2 Treatment
System, and Ref)]accment Wells & Associated Pipelines and Distribution Pipelines consistent
with generally accepted industry standards and practices, and subject to review of Project Capital
Costs and Project O&M Costs as provided in Articles 4 and 5 of this Agreement, review of Q2
Treatment System as provided in Article 4 of this Agreement, and review of Replacement Wells
& Associated Pipelines and Distribution Pipelines as provided in Article 4 of this Agreement,

and resolution of disputed items or costs as provided in Articles 6 and 7 of this Agreement.
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Subject to dispute resolution by the Cost Consultant in accordancé with Article 7, Plaintiffs shall
conduct such planning, development, design, permitting, constructiop and insta]_latioq of the
Project and the Q2 Treatment System through one or more contracts wfth design pr_;-f‘e;Séionals
and licensed contractors approved by Whittaker and AISLIC, such approval not to be
unreasonably withheld.

8.2.2 Whittaker and AISLIC have previously approved of U.S. Filter as the

initial Resin Service Contract Vendor for the Project, and the Q2 Treatment System which has

already commenced operations. Whittaker and AISLIC shall participate with Plaintiffs in the

" negotiation of the initial Resin Service Contract with U.S. Filter for the Project, and shall be

participants in Plaintiffs’ negotiation of any renewal or substitute Resin Service Contract(s) for
the Project prior to payment of the Lump Sum. Prior to an arbitration determination of the Lump
Sum, all Plaintiff/Whittaker/AISLIC negotiations on Resin Service Contract(s) will include
consideration and negotiation of insurance that the Vendor is able to obtain for Plaintiffs and
Defendants and obtaining Vendor Labor in connection with operations, monitoring, sampling
and maintenance of the Project, and comparison with alternative options of Plaintiffs’ costs for
substantially same Labor and insurance, liability exposure considerations, and all associated
costs. The Parties agree that Plaintiffs will have the option of performing all or certain of the
operations, monjtoring, sampling and maintenance of the Project and to secure their own
insurance policies in accordance with Article 11 “Project Insurance”, provided, however, that
Defendants’ Project O&M payment obligations for such labor and insurance costs will be limited
to the cost of reasonably comparable, efficient and effective alternatives available by means of a
bid for a resin serviée contract selected through a competitive bidding process in accordance with

CLWA bid procedures and applicable law.
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8.2.3  The Project shall be designed, constructed and installed in accordance
with Exhibit F (subject to Project Modification pursuant to Article 9 of this Agreement) and all
apphcable state, federal and local government laws, regulations, ordmances and other apphcable

legal requirements.

8.3 Operation, Maintenance and Management of Project

8.3.1 Plaintiffs shall, in consultation with each other, operate, maintain and
manage the Project (a) in accordance with all applicable state, federal and local government
laws, regulations, ordinances, other applicable legal requirements (including the DTSC-approved
IRAP), and generally accepted industry standards and practices, and (b) to perform its intended
function of providing containment of perchlorate as defined in Section 9.1 of this A greement,
until exhaustion of any Lump Sum determined and p?xid pursuant to Section 5.2.6 of this
Agreement; provided, however, that if there is no Lump Sum determination and payment,
Plaintiffs shall operate, maintain, and manage the Project until Defendants cease funding Project
O&M Costs pursuant to Section 5.2.4 of this Agreement or any other reason. In fulfilling their
obligations hereunder, Plaintiffs shall not be required to fund any Project Modification.

8.3.1.1 Plaintiffs shall provide accounting services necessary for
accurately tracking Project Capital and O&M Costs, invoice payments, budget process, deposits
to and disbursements from the Escrow Accounts, and credits for funds received from Public

Funding Sources.

8.3.2  Monitoring and Reporting
8.3.2.1  Ascontemplated by the DTSC approved IRAP, Plaintiffs shall

arrange for and supervise the required groundwater monitoring and promptly after receipt
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provide sampling data to Whittaker, AISLIC, and upon request, to SCLLC, RF], or if the sale has
closed, the Buyer.

8.3.22  Plaintiffs shall ensure timely, completé, and sausfact—ory
preparation and submission of any reports and other deliverables that may be required by any
state, federal or local government law, regulation, ordinance or other applicable legal
requirement, including the DTSC-approved IRAP, and provide copies of such reports to
Whittaker and AISLIC. Copies of such reports shall, upon request, be made available to
SCLLC, RF}, or if the sale has closed, the Buyer. This obligation can be met by an electronic
posting of the requested materials.

8.3.2.3 Plaintiffs shall maintain any and all books, records, accounts
and supporting documentation (“Records”) either required by or necessary to document @)
compliance with all applicable state, federal and local government laws, regulations, ordinances
and other applicable legal requirements; and (ii) responsible financial management of the
Project. Financial Records shall be maintained in accordance with generally accepted
accounting principles and shall be retained until the later of (a) five (5) years from the “as of”
date or period applicable to the financial Record; or (b) the Internal Revenue Service retention
period for such Records. All other Records shall be retained for a minimum of ten (10) years
after the record was created. All Records shall be subject to audit pursuant to Section 8.5 of this
Agreement.

8.3.24 Plaintiffs shall provide Whittaker, AISLIC, and Steadfast on a
semi-annual basis, copies of the Plaintiffs’ cost estimates for the Project, the Replacement
Wells/Distribution Pipelines and the Q2 Treatment System, showing expenditures against such

budgets, and shall provide copies of any reports, contracts or other materials to be considered at
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the Technical Meeting, in accordance with Section 8.4, below. Plaintiffs shall make available
such reports to SCLLC, RFI, or if the sale has closed, the Buyer, upon request. o
8.4  Monthly Technical Meetings |

8.4.1 Plaintiffs shall hold monthly meetings to consider technical, financial and
other issues related to the planning, development, design, permitting, construction, installation,
operation and management of the Project, the Q2 Treatment System, and the Replacement
Wells/Distribution Pipelines (“Technical Meetings™).

8.4.2 Participation in Technical Meetings

8.4.2.1 Each Plaintiff and Whittaker and AISLIC shall designate one
or more representative(s) to participate in Technical Meetings in furtherance of planning,
developtﬁent, design, permitting, construction, installation, operation and management of the
Project and the Q2 Treatment System, and the planning, development, design, permitting,
construction, and installation of the Distribution Pipelines and Replacement Wells & Associated
Pipelines. Such meetings shall be held monthly, or more or less frequently if agreed to by all
Plaintiffs and Whittaker and AISLIC, upon no less than ten (10) days written notice from
Plaintiffs. After Defendants’ payment of the Lump Sum as described in Section 5.2.6 and
installation of the Distribution Pipelines and Replacement Wells & Associated Pipelines, such
meetings will no longer be held, unless otherwise requested by Whittaker and/or AISLIC, with
reasonable compensation payable to Plaintiffs as agreed by the Parties.

8.42.2  Except for those contracts, proposals, and/or solicitatim')
materials listed in Exhibit T attached to this Agreement, no contract, request for proposal,
solicitation of bid package or other solicitation for planning, development, design, permitting,

construction or installation of the Project, the Q2 Treatment System or the Distribution Pipelines
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and Replacement Wells & Associated Pipelines shall be made by any Plaintiff unless approved
By Whittaker and AISLIC, or - if disapproved by Whittaker and/or AISLIC-- approved by the
Cost Consultant. Copies of any contract, request for proposal, solici't“z;ion of bi;i pacl:age, report
or other document to be considered at any Technical Meeting held pursuant to Section 8.4.2.1 of
this Agreement shall be provided to each designated representative at least ten (10) days before
the meeting, unless such document or report was then not available, in which event the document
or report shall be distributed as long in advance of the meeting as possible. Whittaker and
AISLIC shall notify Plaintiffs as soon as possible, but in any event within ten (10) Working Days
after receipt, whether they respectively approve each contract, request for proposal, solicitation
of bid package or other solicitation for planning, development, design, permitting, construction
or installation of the Project, the Q2 Treatment System, or the Distribution Pipelines and
Replacement Wells & Associated Pipelines. Absent such timely notice, approval shall be
presumed. If Whittaker and/or AISLIC gives timely notice of disapproval of any such contract,
request for proposal, solicitation of bid package or other solicitation for planning, development,
design, permitting, construction or installation, such notice must be accompanied by a written
explanation of the reason for disapproval and, if possible, a proposed revision that is approved.
8.4.23  Whittaker’s and/or AISLIC’s disapproval of any contract,
request for proposal, solicitation of bid package or other solicitation for planning, development,
design, permitting, construction or installation of the Project, the Q2 Treatment System, or the
Distribution Pipelines and Replacement Wells & Associated Pipelines will be subject to binding
arbitration, pursuant to Article 7 of this Agreement. The arbitration shall be conducted by the
Cost Consultant. Within fifteen ( 155 Days after Whittaker and/or AISLIC’s timely notice of

disapproval of any contract, request for proposal, solicitation of bid package or other solicitation
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for plar;ning, development, design, permitting, construction or installation of the Project, the Q2
Treatment System, or the Distribution Pipelines and Replacement Wsl}g &'Assqciatgc‘i Pipelines,
Whittaker and/or AISLIC may demand such expedited arbitration. Any such dem;d,‘ -»
accompanied by all materials that Whittaker and/or AISLIC considers necessary for resolution of
the dispute, shall be served on Plaintiffs within that fifteen (15) day period. By the end of the
tenth day afier their receipt of such a demand for arbitration, Plaintiffs may submit to the Cost
Consultant and, if so, shall serve upon Whittaker and AISLIC, all materials that Plaintif_fs
consider necessary for resolution of the dispute. The Cost Consultant may request further
information from the Parties and AISLIC or schedule an arbitration hearing date (in-person or by
telephone conference) and shall render a decision within twenty (20) days after delivery of the
demand for arbitration or, if an arbitration hearing is conducted, within ten (10) days of the
conclusion of the arbitration hearing, or at such later time as may be agreed by the parties to the
dispute and the Cost Consultant. If Whittaker and/or AISLIC does not timely demand
arbitfation, its disapproval shall be deemed waived.

8.4.2.4  Plaintiffs shall make available to Whittaker, AISLIC and
Steadfast (i) copies of all notices, documents and other written communications (including,
without limitation, drafts and revisions) conceminé planning, development, design, permitting,
construction or installation of the Project or the Q2 Treatment System sent by Plaintiffs or their
consultants to DTSC, DHS, Regional Water Quality Control Board (“RWQCB?”), California
Public Utilities Commission (“CPUC”), U.S. Environmental Protection Agency (“EPA”) and/or
any other regulatory agency with jurisdiction at the same time and by the same manner of
delivery by which such notices, documents or other written communications are sent; and (ii)

promptly following receipt, all notices, documents and other written communications concerning
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planning, development, désign, permitting, construction or installation of the Project or the Q2
Treatment System received by Plaintiffs or their consultants from DTSC, DHS, RWQCB,
CPUC, EPA and/or any other regulatory agency with jurisdiction, I;i;intiffs shz;lligéaifiona]ly
make all of such information available upon request to SCLLC, RFI, or if the sale has closed, to
the Buyer.
8.4.2.5  Whittaker shall make available to Plaintiffs, AISLIC and

Steadfast copies of all public or non-public and non-confidential notices, reports, documents and
other written communications to or from Whittaker and DTSC, DHS, RWQCB, EPA and the
Buyer (with the Buyer’s consent) concerning the Site and groundwater remediation activities and
obligations, at the same time and by the same manner of delivery by which such notices,
documents or other written commﬁnications are sent, or promptly upon receipt by Whittaker.
8.5  Audits

Whittaker and/ or AISLIC may, upon reasonable notice and no more frequently than once
a year, audit Plaintiffs’ Records, including all invoices and supporting documentation for Project
expenditures. The costs of any such audit shall be paid by the requesting party. Any dispute
arising from an audit shall be resolved by the arbitrator designated pursuant to Section 13.2.2.
Whittaker and/or AISLIC may demand arbitration of such a dispute within thirty (30) Days after
receipt of the audit report triggering the dispute. Failure to demand arbitration within that time
period shall be a waiver of any dispute triggered by the audit report.
ARTICLE 9. PROJECT MOi)IFICATION
9.1  Project Modification

9.1.1 The Parties acknowledge that the effectiveness of the remedy

contemplated by the Project is not guaranteed by the Plaintiffs, although the Parties believe that
the implementation of the Project represents a reasonable approach to providing containment of
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perchlorate as defined below and restoring “./ater production. In the event that within the first
three (3) years after Commencement of Operations of the Project (which time pgriod_ will be
tolled during any period in excess of one week of Remedy Stoppage), a modiﬁcati;n o%the
Project relating to perchlorate remediation is required (1) because of any regulatory requirement -
or directive or court order; (2) because of a change in water quality standards or regulations; (3)
because of an increase in concentration levels of perchlorate in the Subject Wells; (4) to achieve
containment of downgradient perchlorate migration; (5) to restore the contemplated capability of
the Project to provide water for potable purposes; or (6) to improve Project efficiency or cost
effectiveness, Plaintiffs, Whittaker, and/or AISLIC may develop and implement the necessary
modification of the Project (“Project Modification”) in accordance with this Article 9. Any
Project Modification will be funded separately from and is not included in the amounts deposited
into the Project Capital Costs Escrow Account as described in Section 1.56. For the purposes of
this Agreement, containment is achieved when groundwater monitoring and modeling
demonstrates (subject to agreement by representatives of Plaintiffs, Whittaker and AISLIC at the
monthly Technical Meetings or there is a determination by the Cost Consultant) that hydraulic
control of Saugus Formation groundwater in the vicinity of Saugus 1 and 2 is such that future
perchlorate migration from the Site in the Saugus Formation will not result in impacts to existing
Saugus Formation production wells identified in Exhibit U above an applicable Notification
Level or Maximum Contaminant Level (“MICL”). The groundwater modeling and evaluation of
containment will also consider other contaminant mass removal and contaminant containment
measures implemented on and in the vicinity of the Site.

9.1.2 Promptly upon the occurrence of any of the circumstances described in

Section 9.1.1, above, Plaintiffs may provide Whittake;r, AISLIC and Steadfast with written
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notification of the need for a Project Modification (“Project Modiﬁcation Notice™), with a
proposal for the required modification and/or a procedure for developing, implementing and
funding such a modification, and the Plaintiffs, Whittaker and AISLIC‘shall exex:ci;: t;lelr best
efforts to develop an appropriate and mutually acceptable Project Modification. Any proposed
Project Modification shall incorporate the use of best available, cost efficient and effective
technology upon consultation with the technical representatives of Whittaker and AISLIC. If,
within 60 days after the receipt of the Project Modification Notice, the Plaintiffs, Whittaker and
AISLIC are unable to agree upon a Project Modification, Plaintiffs may demand arbitration. In
that event, the matter will be resolved by the Cost Consultant in accordance with Article 7.

9.1.3 In addition to the foregoing, within the first three (3) years after
Commencement of Operations of the Project (which time period will be tolled during any period
in excess of one week of Remedy Stoppage), Whittaker or AISLIC may propose a Project

Modification based upon the occurrence of any of the circumstances described in Section 9.1.1

‘above, and deliver the proposal, including all appropriate documentation, to the other Parties for

consideration at the next Technical Meeting, If the Plaintiffs, Whittaker and AISLIC are unable
to agree on the proposed Project Modification within 60 days after delivery of the proposal and
documentation, the proposing party may demand arbitration. In that event, the matter will be
resolved by the Cost Consultant in accordance with Article 7.

9.1.4  Following the first three (3) years after Commencement of Operations of
the Project (which time period will be tolled during any period in excess of one week of remedy
stoppage requiring Project Modification), and prior to determination of a Lump Sum pursuant to
Section 5.2.6, Whittaker or AISLIC may propose a Project Modification and deliver the

proposal, including all appropriate documentation, to the other Parties for consideration at the
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next Technical Meeting, if Whittaker or AISLIC are willing to pay for the capital .c0sts and
O&M costs associated with such Project Modification. If the Parties are unable to agree on the
proposed Project Modification within 60 days after delivery of the proposal and dc;;l;émation,
the matter will be resolved by arbitration in accordance with Article 7.

9.1.5 Following the first three (3) years after Commencement of Operations of
the Project (which time period will be tolled during any period in excess of one week of Remedy
Stoppage, and prior to determination of a Lump Sum pursuant to Section 5.2.6, Plaintiffs may

propose a Project Modification and deliver the proposal, including all appropriate

documentation, to the other Parties for consideration at the next Technical Meeting, if Plaintiffs

~are willing to pay for the capital costs associated with such Project Modification. Defendants,

subject to Section 2.5, will retain the obligation to pay Project O&M Costs, including any
increase in such costs resulting from the Project Modification. If the Parties are unable to agree
on the proposed Project Modification within 60 days after delivery of the proposal and
documentation, the matter will be resolved by arbitration in accordance with Article 7.

9.1.6 Funding By Defendants

Once a Project Modification has been agreed upon or resolved by arbitration, the Project
Modification shall become incorporated in the Project, and shall be handled in all respects as a
part of the Project, with Defendants obligated on a joint and several basis subject to Section 2.5
to pay for all reasonable and necessary Project Capital Costs and Project O&M Costs associated
with the Project Modification, including costs of replacement water in the event of a Remedy
Stoppage within the first three years after Commencement of Operation of the Project (which
time period will be tolled during any period in excess of one week of Remedy Stoppage). This

Project Modification funding obligation for Project Capital Costs is in addition to the obligation
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for funding Project Capital Costs as defined in Section 1.5.4, for which an amount of ten million
dollars ($10,000,000) has been allocated. In the event that a modification of the Project is
required or desired after the first three (3) years following Commenc;;:;;xent of Operau;)ns of the
Project (which time period will be tolled during any period in excess of one week of Remedy
Stoppage), Plaintiffs will bear all Project Capital Costs associated with the Project Modification,
except for Project Modifications proposed by Whittaker or AISLIC pursuant to Section 9.1.4.
Any increase in O&M costs resulting from such Project Modification will be included in Project
O&M Costs required to be paid by Defendants pursuant to the applicable provisions of this
Agreement.

9.1.7 Newhall County Well NC13

9.1.7.1  Notwithstanding any other provisions of this Agreement, the
provisions of this Section shall govern matters relating to Newhall County Well NC13 in the
event of any conflict.

9.1.7.2  The Parties recognize that perchlorate contamination reportedly
found in Newhall County Well NC13 may require well-head or equivalent treatment, or well
replacement, in the future. If NCWD reasonably believes that well-head or equivalent treatment
or replacement of Newhall County Well NC13 is in fact required, then such proposed measures
may, in NCWD’s sole discretion, be treated as a request for a Project Modification subject to the
provisions of Section 9.1.2, even if the proposal is not made until later than three (3) years after
Commencement of Operations of the Project; provided, however, that Whittaker and AISLIC
retain expressly all rights under the Project Modification provisions of Article 9, including the
right to object based on the cost-ineffectiveness of the proposal or on other grounds, and

provided that the proposal shall not be treated as a Project Modification unless it is made no later
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than July 1, 2017. The funding by Defendants of a Project Modification pursuant to this Section
shall include capital costs even if it does not occur until later than three (3), years after
Commencement of Operations of the Project. | -

9.1.7.3 I NCWD seeks and obtains a Project Modification with
respect 1o NC13, then NC13 shall be treated as a Subject Well; however, unless and until NCWD
obtains a Project Modification with respect to NC13, it shall not be deemed a Subject Well and
there shall be no release of any liability in connection therewith.

9.1.7.4  Any Lump Sum Arbitration conducted at a time when NC13 is
not part of a Project Modification shall have no impact on the obligations created in this Section.
1 NC13 is a Project Modification and is undergoing well head or equivalent treatment at the time
a Lump Sum Arbitration for Saugus 1 and 2 Treatment Plant Operations and Maintenance is
conducted, the Lump Sum Arbitration shall also determine a separate lump sum for the operation
and maintenance of NC13 for the remainder of the up to thirty (30) year period afier the
commencement of well-head or equivalent tréatment at NC13, deducting that portion of the
Lump Sum determined for Saugus 1 and 2 Treatment Plant Operations and Maintenance costs
allocable to NC13 from such separate lump sum to the extent NC13 is being treated through the
Saugus 1 and 2 Treatment Plant.

9.1.7.5  In the event that NC13 becomes a Project Modification afier a
Lump Sum Arbitration for Saugus 1 and 2 Treatment Plant Operations and Maintenance costs
has occurred, the obligation to pay for Project Modification costs shall continue for a period of
up to thirty (30) years after the commencement of well-head or equivalent treatment at NC1 3,
unless, beginning three (3) years after such Project Modification, Plaint.iffs, Whittaker, or

AISLIC, demand binding arbitration as provided in Article 13 of this Agreement and consistent

60
7553118_1.D0C

Impact Sciences, Inc. 2.0-2862 Santa Clarita Valley Area Plan Update Final EIR

0112.023

County of Los Angeles
January 2012



with this Section, to determine a lump sum payment of NC13 operation and maintenance costs
for tile remainder of the up to thirty (30) year period. |

9.1.7.6  Prior to NC13 becoming a Project l].‘\/l.‘.odii;lcatic;rl,»i;»l:;hﬁffs’
rights under the Rapid Response Fund will not be impaired.

ARTICLE 10. DISPUTES REGARDING POSSIBLE FUTURE PERCHLORATE
CONTAMINATION

10.1  Process for Addressing Possible Future Perchlorate Contamination

The Parties acknowledge that the remedy contemplated by the Project and Distribution
Pipelines, the Q2 Treatment System, and the Replacement Wells and Associated Pipelines does
not specifically address possible future impacts of perchlorate on wells other than the Subject
Wells.

10.1.1 In the event that there is detection of perchlorate contamination confirmed
by subsequent sample above the Notification Level or MCL that affects water production from
Presently Existing Saugus Production Wells or Alluvial Wells, other than one of the Subject
Wells (hereinafter referred to as a "Non-Subject Well Future Perchlorate Circumstance" or
“Circumstance”), one or more of the affected Pléintiffs shall provide written notice to all other
Parties that a Non-Subject Well Future Perchlorate Circumstance exists. Such written notice
shall include the facts relevant to such Circumstance, as well as documents relevant to such
Circumstance, and shall specify whether any action, payment, or relief is being demanded. The
sender of the Notice shall provide such other and further information and documentation, and
updates regarding the Circumstance, as may be reasonably appropriate. In the event that an
action, payment, or other relief is being demanded of Whittaker, Whittaker shall, within fifteen
(15) days of receipt of the Notice, forward such Notice to AISLIC seeking a determination of

coverage with respect to such demand, if Whittaker believes that coverage exists for such
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demand. In its letter to AISLIC requesting a determination of coverage, and thereafter,
Whittaker shall provide to AISLIC all information and documents relating to the Circumstance
as have been provided to Whittaker, and Whittaker shall request that AISLIC prov;:l:a; -’
determination of coverage as soon as possible, and AISLIC shall respond no later than sixty (60)
days following AISLIC's receipt of information and documents reasonably necessary to make a
coverage determination. In the event that an action, payment, or other relief is being requested,
the sender of the Notice shall meet and confer in good faith with such Party that is a subject of
the Notice and, as appropriate, its insurers, to attempt to negotiate a resolution of the issues
presented by the Circumstance. In the event that after 90 days from the date of receipt of the
Notice (the “Notice Period”), the issues presented in the Notice are not resolved through such
meeting or meetings, then any Plaintiff may elect to initiate the arbitration process for Future
Perchlorate Contamination Disputes under Section 13.3.2.1 of this Agreement, provided that the
AISLIC Future Perchlorate Determination of Coverage has been received by Whittaker, and
‘Whittaker satisfies itself, at its discretion exercised in good faith, that AISLIC’s determination of
coverage is acceptable to allow the arbitration to go forward. Whittaker shall notify such Party
and AISLIC in writing of Whittaker’s decision within 15 days of receiving AISLIC’s
determination of coverage. If Whittaker provides such notice indicating that AISLIC’s
determination of coverage is not acceptable to Whittaker, or if AISLIC fails to provide any
determination of coverage within the requisite sixty (60) period, then no Plaihtiff may elect to
initiate the arbitration process.. Where arbitration may be initiated hereunder and a Plaintiff
elects to initiate the arbitration process, said Future Perchlorate Contamination Dispute will be

resolved through the procedures for Future Perchlorate Contamination Disputes set forth in

Section 13.3 of this Agreement.
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10.1.2 Unless arbitration may be initiated pursuant to Section 10.1.1 above, and a
Plaintiff elects in its sole discretion to initiate the arbitration process pursuant to Scc;?on 13.3.2.1
with respect to a Future Perchlorate Contamination Dispute, such dispﬁte will not be s.;i)ject to
the procedures set forth in Section 13.3 and may instead be heard in its entirety by a court of
competent jurisdiction.

10.1.3 Except as provided herein, each Party agrees that execution of this
Agreement shall constitute their respective consents to Jurisdiction of the Federal District Court,
Central District of California, or the Superior Court of the County of Los Angeles with regard to
Future Perchlorate Contamination Disputes. Notwithstanding the foregoing, the venue for any
action against the Debtors, or the reorganized Debtors pursuant to a plan of reorganization
approved by the Bankruptcy Court, shall be the Bankruptcy Court to the fullest extent that the
Bankruptcy Court has subject matter jurisdiction over such action.

10.1.4 Notwithstanding the foregoing, in the event that Plaintiffs have obtained
funds from the Rapid Response Fund pursuant to Section 11.2 to address a Circumstance as
defined herein, any disputes over the use of the Rapid Response Fund for the Circumstance for
which arbitration is initiated under Section 10.1.1 will be handled in accordance with
Section 13.3.

ARTICLE 11. PROJECT INSURANCE; RAPID RESPONSE FUND
11.1  Project Insurance

11.1.1 Plaintiffs shall obtain and maintain in force the following policies of
insurance for the Project or obtain additional insured status on policies offered by the Resin
Service Contract Vendor througﬁout the first thirty years of operation of the Project (including

any renewals with same or substantially similar coverage):
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. a comprehensive general liability policy of insurance, including contractual
liability, in substantially the form of Exhibit V to this Agreement (@Q "CGL
Policy");

° an Environmental Impairment Liability policy in substantially the form of Exhibit
W to this Agreement (the “EIL Policy”) if obtainable for a commercially
reasonable premium as agreed by the Parties and AISLIC or determined by the
Cost Consultant;

e anearthquake policy of insurance in substantially the form of Exhibit X to this
Agreement (the "Earthquake Policy")

. a First-Party Property Insurance policy in substantially the form of Exhibit Y to

this Agreement (the “Property Policy”).

The CGL Policy, the EIL Policy, the Earthquake Policy and the Property Policy must be
obtained by Plaintiffs with Plaintiffs and, other than the Earthquake and Property Policies,
Defendants and the Buyer, identified as named insureds or additional insureds, and with
coverages, policy limits, and deductibles or self-insured retentions as set forth on Exhibits V, W,
X, and Y or as provided on substantially similar coverage, or alternatively, as provided on less
expensive similar insurance offered through the Resin Service Contract Vendor. In the event
that the Resin Service Contract Vendor is retained to provide operations and maintenance Labor
for the Project, no cost of EIL coverage shall be paid by Defendants as Project O&M Costs or
otherwise, so long as EIL coverage substantially similar to Exhibit W is provided to Plaintiffs by
the Resin Service Contract Vendor.

11.1.2 Incremental costs of the Project Insurance coverage, in excess of the

Plaintiffs’ non-Project costs of such coverage, will constitute Project O&M Costs.
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11.1.3 Duties of Named Insureds
11.1.3.1  Each Party that is named as an insured or adqi}iongl insured
under the CGL Policy, the EIL Policy, or substitute insurance obtaine& through Res:r: éérvice
Contract Vendor, Earthquake Policy and Property Policy, shall perform ifs duties as an insured as
set forth in each such policy of insurance.
11.1.3.2  No Party that is named as an insured or additional insured

under the CGL Policy or EIL Policy shall act on behalf of any other Party also insured under said
insurance policies with respect to (a) giving or receiving of notice of cancellation; or (b) receipt
or acceptance of any endorsement issued to or for a part of any of said insurance policies. No
Party insured under the CGL Policy or EIL Policy shall cancel, or assign the right to cancel, any
of said policies without first obtaining the written consent of all other Parties, which shall not be
unreasonably withheld.

11.1.4 The Parties agree not to make a claim against Plaintiffs, Whittaker,
AISLIC, the Buyer, Debtors, Steadfast, or SF Escrow 1 or SF Escrow 2 for any sums paid by any
insurance policy referenced in this Article 11. The insurance obtained pursuant to this Article 11
shall contain a waiver of subrogation against Plaintiffs, Whittaker, AISLIC, the Buyer, Debtors,
Steadfast, and SF Escrow 1 and SF Escrow 2.
11.2  Rapid Response Fund

11.2.1 The Parties acknowledge that the remedy contemplated by the Project and
Q2 Treatment System may not effectively contain downgradient movement immediately of
perchlorate contamination in the Alluvial Aquifer or portions of the Saugus Formation.

* Accordingly, Plaintiffs may submit to AISLIC and AISLIC shall process and pay, as soon as

practicable from the SF Escrow 1 Account in accordance with this Section 11.2 and the
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Coverage and Claims Settlement Agreement, costs incurred to respond on an expedited basis to
perchlorate contamination that is confirmed to be present by subsequent sampling, with split

samples to be provided to Defendants, in concentrations exceeding the applicable Notification

Level or MCL, in VWC wells N, N-7, N-8, S6, S7, S8, 201, and 205, and NCWD wells NC-10,

NC-12 and/or NC-13 (the “Threatened Wells”) up to a total amount of ten million dollars

($10,000,000) (the “Rapid Response Fund”). Plaintiffs shall be entitled to seek such payment
and/or reimbursement only for the period ending July 1, 2017.

11.2.2 Pending agreement between Plaintiffs, Whittaker and AISLIC, or a final
determination of the appropriate remedy and amounts payable, allowable uses of the Rapid
Response Fund by Plaintiffs include, (a) the additional costs of providing consumers with water
from alternative water sources (“Replacement Water™), if and to the extent that Replacement
Water is necessary and not otherwise available, from existing sources without negative impact to
Plaintiffs or any of them, and (b) any costs for rental equipment and resin, including the costs of
6perating and maintaining leased treatment equipment, or for associated site acquisition,
preparation and installation costs. Capital Costs for purchase of capital equipment or permanent
capital improvements, and operations and maintenance costs associated with purchased capital
equipment or permanent capital improvements, are not allowable uses of the Rapid Response
Funds absent later agreement by both AISLIC and Whittaker on a case by case basis.

11.2.3 The Rapid Response Fund obligation will be paid from the funds
maintained in the SF Escrow 1 Account. The Defendants and AISLIC agree, and the
Defendants represent and warrant that they have obtained the agreement of the “Zurich Parties”

and the “AISLIC Parties” (as defined in the Coverage and Claims Settlement Agreement) that
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the funding of the Rapid Responsé, Fund from the SF Escrow 1 Account falls within the Uses of
SF Escrow | Funds, Section IV.F.5.a.(i) of the Coverage and Claims_§gttle'rnent_ _Agrgement.

11.2.4 To obtain payment and/or reimbursement from the Rapid R;;pc;;e Fund,
Plaintiffs must directly tender their written request(s) for payment for a ninety day period of
time, along with a sworn statement describing the need for specified funds due to confirmed
perchlorate contamination in concentrations exceeding the applicable Notification Level or MCL
in one or more of the Threatened Wells, and identifying the last date, if any, that the Well for
which funding is sought may have been disinfected and the product or solution that may have
been used, to AISLIC, with courtesy copies to Defendants. All written requests for payment
shall state the need for said specified funds within a ninety day period. Any request for
additional ninety day funding shall require a new written request for payment accompanied by a
new supporting statement as described above and supporting cost documentation. Within fifteen
(15) days of receipt of such written request and sworn statement, AISLIC will instruct Wells
Fargo Bank or other agreed bank to make payment of the required Rapid Response Funds to
Plaintiffs from the SF Escrow 1 Account.

11.2.5 In the event that the SF Escrow 1 Account Terminates (as defined in
Section 5 of the SF Escrow 1 Instructions) prior to the expiration of the time period described in
Section 11.2.1 above and in the further event that the $10,000,000 Rapid Response Funds have
not been fully paid, the AISLIC Policy Coverages A-F, to the extent that limits remain
thereunder, will be available to Whittaker to provide Plaintiffs with a rapid response for the
remainder of the time period described in Section 11.2.1 above for the remaining unpaid amount
of the agreed $10,000,000 in Rapid Response Funds. In the aforementioned circumstances,

Plaintiffs must directly submit their written request(s) for payment for a ninety day period of
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time, along with a sworn statement describing the ne.ed for specified funds due to confirmed
perchlorate contamination in concentrations exceeding the applicable Notiﬁcatign ngel or MCL
in one or more of the Threatened Wells as described in Section 11.2.4, to Whittaker, with
courtesy copies to AISLIC. Within seven (7) Working Days of receipt of such written request
and sworn statement, Whittaker, in turn, shall submit a claim pursuant to this Agreement to
AISLIC under Coverages A-F for the aforementioned Rapid Response Funds, and Whittaker’s
payment shall be due within twenty-eight (28) Working Days of receipt of Plaintiff’s written
request to the extent that limits remain under AISLIC Policy Coverages A-F. Upon receipt of
said claim from Whittaker (“Whittaker Rapid Response Claim”) and provided that the CLWA
Plaintiffs have provided a written request and sworn statement to Whittaker pursuant to and in
accordance with Section 11.2 “Rapid Response Fund” of this Agreement, AISLIC shall: (1) treat
any Whittaker Rapid Response Claim as a covered claim under AISLIC Policy Coverages A, B,
C, D, E, or F, and respond to said claim pursuant to the terms of the AISLiC Policy Coverages
A-F and without reservation of coverage rights to the extent that limits remain under AISLIC
Policy Coverages A-F, but with reservation of AISLIC’s rights, to the full extent of the rights set
forth herein (a) to assert disputes, claims or controversies under this Agreement and (b) to assert
all of Whittaker’s substantive defenses to payrr;ent of Rapid Response Funds as provided in this
Agreement and (2) make payment on Whittaker’s Rapid Response Claim to CLWA Plaintiffs on
behalf of Whittaker within twenty one (21) Working Days of AISLIC’s receipt of a Whittaker
Rapid Response Claim that is fully compliant with Section 11.2 of the Castaic Lake Water
Agency Litigation Settlement to the extent that limits remain under AISLIC Policy Coverages
A-F. Nothing in this Section 11.2.5 of this Agreement is intended or shall be construed to be

agreement as to which Coverage(s) (i.., A, B, C, D, E, or F) apply to Whittaker’s Rapid
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Response Claim(s). This Section 11.2.5 is unique and specific to Whittaker’s Rapid Response
obligation and nothing in this Section 11.2.5 is intended to be or shall be of precedential value or
construed to be agreement as to treatment or handling of any other current-or future claims that

Whittaker may assert under or Plaintiffs may assert with respect to the AISLIC Policy.

11.2.6 Any dispute, claim or controversy concerning payment of costs or losses
under this Section, including any disputes as to the reasonableness and necessity of said costs,
will be resolved by expedited binding arbitration in accordance with Section 13.2 or Section
13.3, as appropriate.

11.2.7 This Rapid Response Fund remedy is in addition to any remedy otherwise
available to Plaintiffs at law or in equity, or pursuant to this Agreement, provided that Plaintiffs
will not seek duplicate recovery from Defendants or their insurers or AISLIC or SF Escrow 1 for
any losses, costs, expenses, or damages paid by the Rapid Response Funds. Defendants and their
insurers reserve all defenses they may have with respect to payment of Rapid Response Funds,
including but not limited to the defense that Plaintiffs’ disinfection or other operation and
maintenance procedures carried out after the Effective Date hereof have contributed to or caused
the perchlorate detection and the defense that Defendants are not otherwise legally or factually
responsible or liable for the perchlorate contamination, In the event that Rapid Response Funds
are determined by binding arbitration to have been improperly requested by or paid to Plaintiffs
in whole or in part based upon defenses the Defendants or their insurers or AISLIC may have
with respect to payment of Rapid Response Funds, Plaintiffs shall be required to reimburse those
funds in whole or in part to the SF Escrow 1 or the AISLIC Coverages A-F limits, as appropriate,

which Escrow and/or Policy shall be replenished to the extent of the reimbursement.
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ARTICLE 12. RELEASES AND DISMISSAL Of‘ UNDERLYING ACTION .
12.1  Plaintiffs’' Releases

12.1.1 In consideration of Defendants’ payments, promises; and covenants
herein, including funding provided by or on behalf of Defendants pursuant to the Coverage and
Claims Settlement Agreement and the Related Settlement, each Plaintiff, on behalf of itself and
its predecessors, successors and assigns, hereby forever releases, acquits and forever discharges
Whittaker and its insurers (including but not limited to AISLIC, The Insurance Company of the
State of Pennsylvania (“ISOP”), and Steadfast), SCLLC, RFI, RFI Realty, BRLLC, the Buyer,
and Steadfast Santa Clarita Holdings, LLC (“SSCH?), and their respective officers, directors,
shareholders, members, employees, agents, representatives, contractors, reinsurers, consultants,
subsidiaries, affiliates, predecessors, successors and assigns from any and all actions, causes of
action, claims, demands, liabilities, damages, penalties, fines, debts, losses, costs, expenses and
fees (including, without limitation, litigati;)n costs and attorney and consultant fees) of every
kind and nature whatsoever, in law and in equity, whether known or unknown, suspected or
unsuspected, foreseen or unforeseen, arising out of or relating to the past, present or future
detection of perchlorate in the Subject Wells, (except for claims addressed in Section 12.1.2 and
Section 12.1.3 which are not released in this Section 12.1.1) including (without limitation) all
claims for past and future purchase of replacement water as a result of the detection of
perchlorate in the Subject Wells (except for the costs of providing consumers with water from
alternative water sources during the first three years after Project operations commence if there is
a Remedy Stoppage during said time period), all Plaintiffs’ Past Environmental Claims, all
Plaintiffs’ Past Design Costs Claims, all Plaintiffs’ claims relating to the V-206 Replacement
Well, including, but not limited to, construction and installation of VWC’s well V-206 and
associated pipelines, and permanent closure and abandonment of VWC’s well V-157, all claims
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with respect to the Capital Costs for Q2, and all claims for past or future response costs and other
costs incurred as a result of perchlorate detection in the Subject Wells, including attorneys’ and
consultants’ fees and costs. However, excluded from the release pr;\;;ded in lﬁ;s secﬁon are any
claims or causes of action arising out of or relating to any future claims, causes of action, suits,
legal or administrative proceedings by third parties (or by Defendants where the proceeding is
initiated by a third party) against Plaintiffs for actual bodily injury, property damage or response
costs allegedly suffered or incurred by such third-parties, including but not limited to any and all
third party claims, causes of action, suits, legal or administrative proceedings against Plaintiffs
and any resulting damages, losses, penalties, fines or liabilities , after the Effective Date arising
out of or related to alleged exposure to or release of perchlorate or other chemicals caused by
Plaintiffs’ operation of the Project, (collectively, “Third Party Claims”) but not excluding any
Third Party Claims resulting from the Plaintiffs’ negligence or willful misconduct in operation
of the Project. Plaintiffs represent and watrant that, as of the Effective Date of this Agreement,
they are not aware of any Third Party Claims brought against any of them. The releases
provided in this Section 12.1.1 shall be effective upon payment of all funds required to be paid
within thirty (30) days after the Effective Date of this Agreement..

12.1.2 Release For Costs Applied Against Escrows. Upon each payment from

the Escrow Accounts for Project Capital and O&M Costs, Q2 O&M Costs, and Replacement
Wells/Distribution Pipeline Capital Costs (and following any adjustment for a disputed item),
and upon each payment of Rapid Response Funds from the SF Escrow 1 Account or the AISLIC
Policy, as applicable, each Plaintiff, on behalf of itself and its predecessors, successors and
assigns, hereby forever releases, acquits and forever discharges Whittaker and its insurers

(including but not limited to AISLIC, ISOP and Steadfast), SCLLC, RFI, RFI Realty, BRLLC,
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the Buyer, and SSCH, and their respective officers, directors, shareho}de;rs, members, employees,
agents, representatives, éontrac_tors, reinsurers, consultants, subsidiaries, affiliates, predecessors,
successors and assigns from any and all actions, causes of action, clair—n;, demand;, llal;llltn es,
damages, penalties, debts, losses, costs, expenses and fees (including, without limitation,
litigation costs and attormey and consultant fees) of every kind and nature whatsoever, in law and
in equity, in connection with the Project, the Q2 Treatment System, the Replacement Wells and
the Distribution Pipelines, and the Rapid Response Funds, but only to the extent of such
payment.

12.1.3 Asto Project O&M Costs, and subject to Section 9.1.7 hereof, upon the
sooner of payment by Defendants of a Lump Sum determined by arbitration pursuant to Section
5.2.6 hereinabove or of payment of all Project O&M pursuant to Article 5, each Plaintiff, on
behalf of itself and its predecessors, successors and assigns, hereby forever releases, acquits and

 forever discharges Whittaker and its insurers (including but not limited to AISLIC, ISOP and
Steadfast), SCLLC, RFI, RFI Realty, BRLLC, the Buyer, and SSCH and their respective
officers, directors, shareholders, employees, agents, representatives, contractors, reinsurers
consultants, subsidiaries, affiliates, predecessors, successors and assigns from any and all
actions, causes of action, claims, demands, liabilities, damages, penalties, debts, losses, costs,
expenses and fees (including, without limitation, litigation costs and attorney and consultant
fees) of every kind and nature whatsoever, in law and in equity, in connection with the Project.
The releases provided in this Section 12.1.3 exclude any Third Party Claims arising after the
Effective Date related to alleged exposure to or release of perchlorate or other chemicals caused
by Plaintiffs’ operation of the Project, other than Third Party Claims resulting from the

Plaintiffs’ negligence or willful misconduct in operation of the Project.
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12.1.4 Plaintiffs agree that the Steadfast PLC policy no. PLC 3598792-00 issued
by Steadfast to Defendants has been exhausted by Steadfast’s deposit into the SF Escrow 1
Account and the SF Escrow 2 Account of the remaining limits of thi-s“ f;olh;tion llab;llt—y éoverage
(“Steadfast PLC Policy”) insurance policy, with Plaintiffs waiving any and all purported rights
and claims they have or may have against such PLC Policy. Plaintiffs waive and release any and
all purported rights and claims they have or may have against the Steadfast EOC policy no.
3554336.

12.1.5 Each of the Plaintiffs has filed a proof of claim in each of the Bankruptey

Cases in which RFI and SCLLC are the debtors asserting the liquidated and unliquidated claims

alleged by them against RFI and SCLLC in the Underlying Action (“Proofs of Claim”). In

place of the Proofs of Claim, Plaintiffs shall have a single allowed claim against the Debtors, and
each of them, in the Bankruptcy Cases in an amount equal to the obligations of Debtors pursuant
to this Agreement (“Allowed Claim”) and the Final Approval Order shall so provide. Except to
the extent that certain funds in SF Egcrow 1 will be paid on behalf of Defendants to Plaintiffs and
to fund escrow accounts for the benefit of Plaintiffs pursuant to this Agreement, and the
Coverage and Claims Settlement Agreement, Plaintiffs waive any right to any payment or
distribution of assets, property or funds of the estates of the Debtors in the Bankruptcy Cases by
reason of their Allowed Claim and such Proofs of Claim shall be deemed satisfied by the
consideration furnished by Debtors pursuant to this Agreement. Plaintiffs further agree that,
notwithstanding any other provision of this Agreement, their sole recourse against the Debtors
and any reorganized Debtors pursuant to a plan of reorganization approved by the Bankruptcy
Court, for any and all actions, causes of action, claims, demands, liabilities, damages, iaenalties,

debts, losses, costs, expenses and fees (including, without limitation, litigation costs and attorney
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and consultant fees) of every kind and nature whatsoever, in law and in equity against the
Debtors shall be the SF Escrow 1 Account.

12.1.6 Plaintiffs agree that this Settlement does not cc;rbr.i'pro;nise,xrei‘;i‘s—é,ﬂ
diminish or adversely affect the rights of Debtors or their successors in interest to enforce
obligations, if any, of SCWC and/or NCWD to provide water to the Property pursuant to the
documents attached collectively as Exhibit Z.

12.1.7 Plaintiffs agree that: (i) the Steadfast PLC Policy is released by all such
Plaintiffs such that no Plaintiff can assert any claim against the Steadfast PLC Policy; and (ii) the
Steadfast EOC Policy is released by all such Plaintiffs such that no Plaintiff can assert any claim
against the Steadfast EOC Policy.

12.2  Bankruptcy Releases.

Debtors, acting on behalf of themselves and on behalf of each of their bankruptcy estates,
shall release the Plaintiffs from any and all claims, obligations, causes of action and liabilities (i)
under any of sections 542, 544, 545, 547, 548, 549, or 553 of the Bankruptcy Code to avoid any
alleged transfer to or seek turnover from a Plaintiff, (i) under section 550 of the Bankruptcy
Code to recovery any such alleged transfer, (iii) under section 510(0) of the Bankruptcy Code to
subordinate any claim of a Plaintiff, and (iv) under Section 502(d) or 502(j) of the Bankruptcy
Code.
123 Civil Code Section 1542

12.3.1 The Parties to this Agreement have read and fully understand the statutory
language of Section 1542 of the Civil Code of State of California (“Section 1542”), which reads

as follows: “A general release does not extend to claims which the creditor does not know or
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suspect to exist in his favor at the time of executing the release, which if known by him must
have materially affected his settlement with the debtor.”

12.3.2 As to the releases given in Section 12.1 and 122, ea::h Péi’ti‘ﬁé‘:_r'é’to
acknowledges that it may hereafter discover facts different from, or in addition to, the facts
which it now knows or believes to be true with respect to the perchlorate groundwater
contamination in the area of the Site or Subject Wells, and that it is each Party’s intention to
specifically waive and relinquish any and all protections, privileges, rights and benefits under
Section 1542 as to the claims to be specifically released under Sections 12.1 and 12.2.

124 Dismissal of Underlying Action

Within forty-five (45) Days after the Effective Date, and provided that the Defendants
have paid to Plaintiffs the full amount required to be paid within thirty (30) days after the
Effective Date of this Agreement, the Plaintiffs shall file a request for dismissal, with prejudice
to the extent expressly released herein and otherwise without prejudice, of the claims asserted in
the Underlying Action and, thereafter, shall do whatever is required to effectuate such dismissal.

12.4.1 With respect to any claims dismissed without prejudice, the Parties agree
not to assert any statute of limitation or equitable defense based onvthe passage of any period of
time prior to, at a minimum, one year after the Effective Date of this A greement (the “Tolled
Period”). The Tolled Period will be extended automatically for an additional three years (the
“Extended Period”) unless a Party determines to terminate the Tolled Period at that Party’s sole
discretion, and provides written notice at any time within the Extended Period, of a specific date,
set no carlier than ten days from the date of such written notice. Any applicable statutes of

limitation or equitable defense based on the passage of time shall begin to run after four years

have elapsed from the Effective Date, or after an earlier date that may be set in accordance with<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>