EXHIBIT JH-2



MEMORANDUM OF UNDERSTANDING

Regional Urban Water Augmentation Project

This Memorandum of Understanding (“MOU”) is made by and between Marina Coast Water
District (“MCWD”) and the Monterey Regional Water Pollution Control Agency (“the
MRWPCA”), individually each a Party and collectively the Parties to this MOU, who agree as
follows:

1. Regional Urban Water Augmentation Project (RUWAP)

1.1 RUWAP Planning, EIR. The Parties have been planning the Regional
Urban Water Augmentation Project (“RUWAP”), for which MCWD is the lead agency under
the California Environmental Quality Act (“CEQA”™). Under the RUWAP, MCWD would
provide recycled and desalinated water service to areas on the former Fort Ord (“Ord Area”) to
meet the projected water demands of the redevelopment requirements of the former Fort Ord as
anticipated by the Fort Ord Base Reuse Plan and its accompanying EIR. On October 27, 2004,
by Resolution 2004-56, MCWD certified an environmental impact report (“RUWAP EIR”) for
the RUWAP in accordance with CEQA. MCWD certified Addendum No. 1 to the RUWAP
EIR on November 15, 2006, and Addendum No. 2 on February 14, 2007. This MOU is not
intended to and shall not be interpreted or implemented to make an irreversible commitment of
resources either formally or as a practical matter under the circumstances for any activities
mentioned in this Agreement that may result in changes to the physical environment and that are
not described and analyzed under the California Environmental Quality Act.

1.2 Project Description. The RUWAP EIR analyzes desalination and
recycled water project alternatives to provide up to 3,000 acre-feet per year (AFY) of water, or
600 AFY more than the primary project objective of obtaining 2,400 AFY of water for
redevelopment of the former Fort Ord. Under the selected Hybrid Water Alternative, MCWD
would provide 2,400 AFY for redevelopment of the former Fort Ord, 300 AFY of recycled
water could be provided for the Monterey Peninsula and an additional 300 AFY of desalinated .
water could be provided to supply MCWD’s other service areas. As a result of Addendum 2 to
the RUWAP EIR, up to 1,727 AFY of recycled water would be used for the project. ~ The
RUWAP EIR, in Section 3.2, anticipates that subsequent project-level environmental review
will be necessary prior to implementing the component to provide 300 AFY to the Monterey
Peninsula.

1.3 FORA Water Allocation. The Fort Ord Reuse Authority (“FORA”)
Board of Directors has allocated 1,427 AFY of recycled water expected to be produced by the
RUWAP to FORA’s member jurisdictions with land use jurisdiction on the former Fort Ord.
FORA'’s Board has left open the possibility that an additional 300 AFY may be made available
from the MRWPCA, should the MRWPCA decide not to dedicate that recycled water to the
Monterey Peninsula area.  For a 1,727 AFY project, approximately 1,150 AFY of recycled
water will be needed during the six months of April through September.

1.4  Parties’ Intent. MCWD and the MRWPCA each have contractual rights
to use recycled water from MRWPCA’s regional treatment plant (“RTP”). MCWD has agreed
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to defer taking more than 300 AFY of its recycled water between April and September, and may
take the balance of its entitlement between October and March, including the portion deferred
from the preceding April through September period. MRWPCA has access to an additional 766
AFY of recycled water with an 11 percent variance, during the months of May through August
(exclusive of MCWD’s entitlement), and certain additional amounts during the months of
September through April. Efforts will be made to not exceed the 766 AFY except during dry
years. The RUWAP benefits from combining the rights of MCWD and MRWPCA. The Parties
intend by this MOU to provide terms to implement the recycled water portion of the RUWAP as
analyzed in the RUWAP EIR, as efficiently and cost-effectively as possible to benefit the
customers and ratepayers of the Parties.

2. Cooperative Use of Recycled Water. MCWD and the MRWPCA will supply
recycled water from MRWPCA’s regional treatment plant (“RTP”) as described and analyzed
in the RUWAP EIR for the adopted Hybrid Alternative as amended. The recycled water will
be supplied by direct delivery from the RTP by such means as the Parties may agree. Under
the adopted Hybrid Alternative, the MRWPCA and MCWD will supply recycled water
equivalent to the FORA recycled water allocations of 1,427 acre-feet per year (“AFY”), with
up to 300 AFY of additional recycled water for distribution as directed by MRWPCA Board
with appropriate environmental review. The MRWPCA hereby commits 650 AFY of
recycled water during the months of May through August each year from MRWPCA
entitlements. MCWD hereby commits 300 AFY of recycled water during the months of April
through September each year from MCWD entitlements. The MRWPCA and MCWD
commit additional quantities of recycled water as needed during the months of September
through April from MRWPCA entitlements and October through March from MCWD
entitlements to assure delivery of the agreed water commitments to RUWAP.

3. Future Agreements.

3.1  Before or upon execution of this MOU, the Parties will begin to meet and
confer in good faith to negotiate agreements to plan, develop, design and construct a) a project
to use the RTP outfall to transport and discharge brine byproduct from a water desalination
facility, and b) a ground water replenishment project to inject and store recycled water in the
Seaside Groundwater Basin.

3.2  The Parties also will meet and confer from time to time to negotiate
agreements for other recycled water projects such as expansion of the RUWAP or other projects
as mutually identified by the Parties.

3.3  Concepts for all such discussions and negotiations will include that the
Parties will share use and the proportional operations and maintenance (“O&M”) and capital
costs of the MRWPCA’s RTP outfall should MCWD need to dispose of desalination brine, and
the capital and O&M costs of any jointly-used recycled water transmission/distribution
facilities.

3.4  MCWD and MRWPCA may continue discussions and negotiations with
third parties about supplying recycled water to such third parties notwithstanding the provisions
of this section 3.
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4. Treatment Plant Facilities. MCWD will notify the MRWPCA in writing when
MCWD has obtained a firm financing commitment for the Backbone Transmission Facilities.
Upon notification from MCWD, MRWPCA will proceed to finance, construct, own and
operate, and will be responsible for, facilities on the RTP site (“RTP Additions”) to deliver
recycled water for the RUWAP to the RTP site boundary. The key improvements and
facilities include recycled water pumping plant, tank modifications, flow metering and a
pipeline to the MRWPCA property line. MRWPCA shall coordinate the construction
schedule for the MRWPCA Recycled Water Facility with the construction schedule for
MCWD’s backbone transmission facilities. The costs of these improvements will be invoiced
with the wholesale cost ($/AF) of recycled water, including Municipal and Industrial charges
for water in accordance with U.S. Bureau of Reclamation loan procedures, treatment and
operational costs (e.g., labor, power, repair and maintenance) involved in pumping water to
the MRWPCA property line, and amortized capital charges. MRWPCA will evaluate, plan,
design and construct the RTP Additions in consultation with MCWD, and in accordance with
the California Environmental Quality Act and other applicable provisions of law. MRWPCA,
as lead agency, is responsible for environmental review and compliance, and for obtaining
permits and approvals and for complying with all laws to design and construct the RTP
Additions. MRWPCA must notify MCWD in writing that MRWPCA has obtained financing
commitment for the RTP additions in writing within 60 days after MCWD has provided
notification on its financing of the backbone facilities.

5. Backbone Transmission Facilities. When MRWPCA has secured project
funding for the treatment plant facilities identified in paragraph 4, MCWD will proceed to
finance, construct, own and operate, in consultation with MRWPCA, and have full
responsibility for, transmission facilities (“the backbone™) to deliver recycled water for the
RUWAP from the southern boundary of the RTP site to MCWD’s retail users in the Ord Area.
The cost of these improvements will be included, along with the wholesale cost, in the retail
cost of the water. The retail cost will include labor, power, repair and maintenance and
amortized capital charges. MCWD will evaluate, plan, design and construct the backbone in
accordance with the California Environmental Quality Act and other applicable provisions of
law. MCWD, as lead agency, is responsible for:

5.1 necessary environmental review and compliance,
5.2  obtaining necessary permits and approvals, and

53 complying with all laws to design and construct the backbone.

6. Monterey Peninsula Extension Financing and Responsibility. MRWPCA will
finance, construct, own and operate, and be responsible for any transmission facilities

(“Monterey Peninsula extension”) that MRWPCA decides after appropriate environmental
review to build to deliver recycled water from the southern boundary of the former Ft. Ord to
the Monterey Peninsula. The MRWPCA will include the cost of these improvements and a
proportional share of backbone costs based on, along with the wholesale cost, in the retail cost
of the water. The retail cost of this water will include labor, power, repair and maintenance
and amortized capital charges for the backbone. MRWPCA will evaluate, plan, design and
construct the MRWPCA Recycled Water Facilities in consultation with MCWD, and in
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accordance with the California Environmental Quality Act and other applicable provisions of
law. MRWPCA is responsible for necessary environmental review and compliance, and for
obtaining any necessary permits and approvals and agreements and for complying with all
laws to design and construct and operate the Monterey Peninsula Extension.

7. Recycled Water Delivery

7.1 MRWPCA will use its best efforts to meet all MCWD demands for
recycled water pursuant to this MOU. To help with water planning, MCWD will submit a
monthly usage report and an annual demand estimate to MRWPCA. MRWPCA shall be liable
to MCWD for actual damages and claims caused by non-permit compliant water quality as set
forth below and the breach of this MOU but shall not be liable to MCWD for damages from
failure, suspension, diminution, or other variations of service occasioned by any cause beyond
the control of MRWPCA. Such causes may include, but are not restricted to, acts of God, acts
of war, or criminal acts of others, acts of MCWD, water shortages, power failures, fires, floods,
earthquakes, epidemics, quarantine restrictions, strikes, or failure or breakdown of transmission
or other facilities.

7.2 All water supplied from the RTP pursuant to this MOU shall meet all
applicable standards of quality prescribed by laws and regulations or by separate agreement of
the parties, so that the water may be used for the purposes specified herein. The Parties
acknowledge that recycled water may not be suitable for certain salt- sensitive plants and turf.
To aid in user education on water quality, MRWPCA will provide annual water quality reports
to MCWD for distribution by MCWD to current and prospective customers.

7.3  MCWD will use its best efforts to meet all MRWPCA'’s demands for
distribution of recycled water pursuant to this MOU. MCWD shall be liable to the MRWPCA
for damages from the breach of this Agreement, but shall not be liable to the MRWPCA for
damages from failure, suspension, diminution, or other variations of service occasioned by any
cause beyond the control of MCWD. Such causes may include, but are not restricted to, acts of
God, acts of war, or criminal acts of others, acts of the MRWPCA, water shortages, fires, floods,
earthquakes, epidemics, quarantine restrictions, strikes, or failure or breakdown of transmission
or other facilities.

8. Curtailment of Delivery During Maintenance Periods

8.1 Except in emergencies, the Parties may interrupt service to maintain or
inspect the recycled water facilities only during the months of November through March.
MCWD and MRWPCA shall exchange authorized schedules of planned facility maintenance,
investigation, inspection and shutdown periods. Within 30-days of receipt of any such schedule,
MRWPCA and MCWD shall meet and confer to review and approve the schedule.

(a) Planned facility maintenance does not include service interruptions
due to emergency repairs.

(b) MRWPCA will make all reasonable effort to provide continuous
service to MCWD in accordance with the approved schedule. If the supply of recycled water is
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interrupted or reduced at any time, MCWD may elect to receive at another time during the year,
and the MRWPCA shall use its best efforts to provide, the amount of recycled water not
received during the interruption or reduction.

9. Time for Payment. Each Party shall invoice the other Party monthly, on or
before the tenth day of each month, for charges under this MOU. The Parties shall pay
promptly all charges invoiced, such invoices to be rendered on or about the fifth day of each
month for charges incurred in the preceding month and to become due and payable within
forty-five (45)days from date of invoice. If the billed Party contests an invoice submitted
under this Section, it shall give the billing Party notice of the dispute at least ten (10) days
prior to the day upon which payment of the stated amount is due. To the extent that billing
Party finds the billed Party’s contentions regarding the statement to be correct, it shall revise
the statement accordingly and the billed Party shall make payment of the revised amounts
within forty-five (45) days of receiving notice of the revised amount. If the billing Party
rejects the billed Party’s contentions or where time is not available for a review of such
contentions prior to the due date, the billed Party shall make payment of the invoiced amount
on or before the due date and make the contested part of such payment under protest and seek
to recover the amount thereof from the billing Party.

10.  Notices. All notices or other writings in this MOU provided to be given or
made or sent, or which may be given or made or sent, by one party hereto to another, shall be
deemed to have been fully given or made or sent when made in writing and deposited in the
United States mail, registered, certified or first class, postage prepaid, and addressed as
follows:

To MRWPCA:

General Manager

Monterey Regional Water Pollution Control Agency
5 Harris Court, Building D

Monterey, Ca 93940

To MCWD:

General Manager

Marina Coast Water District
11 Reservation Road
Marina, CA 93933

The address to which any notice or other writing may be given or made or sent to any party nay
be changed upon written notice given by such party as provided above.

11. Severability. If a court of competent jurisdiction determines any term or
condition in this MOU to be unenforceable, then such term or condition shall be null and void
and shall be deemed severable from the remaining terms or conditions and shall not affect the
validity of the remaining provisions of this MOU.
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FORM LETTER COMMENTERS

* Form Letter 1, which was circulated to members of the public both in local newspapers and as a
mailer/flier, was submitted to the CPUC 157 times during the comment period. Since all
submittals contained identical text and only differed with regard to the names and contact
information of each commenter, the original submittals have not been posted on the website.

However, the names of the commenters are listed below:

Andrews, Ruth

Androsko, Michael

Austin, Steve and Pam
Bayless, Isaac Newton
Beardsley, Gregory and Rebecca
Belter, Captain and Mrs. R.H.
Beverley, Rebecca

Bitter, Philip and Jodi
Bizzozero, Mr. and Mrs. Ernest
Bolin, John and Dorothy
Branson, Michael

Buckham, Weber and Alice
Campbell, Russ and Karen
Campos, Frank and Betty
Canepa, Louis and Theresa
Caylor, John

Cayton, David

Condon, Tim and Glory
Cordona, Deborah

Cromer, Miriam

Cruz, Mischelle

Custer, Margaret

Cuz, Socorm

Dahler, George F.

Daniels, Erika M.

Davey, Doug and Judy

Day, Lloyd and Betty
DeGani, Priya

Delacruz, David

Donnegan, MaryLou
Donnegan, Richard
Duneford, Mr. and Mrs. Owen
Edwards, Robert and Deanna
Emadin, Gerlinde

Estes, Windom and Eleanor

Faia, Ron and Susie

Field, Drew

Field, Gwendolyn

Fierro, Janine

Fierro, Manuel

Fife, Gary

Fisher, Jr., Maroney
Flammer, James

Fosler, Howard and Linda
Franken, Renee

Freeman, William and Cathleen
Frieberg, Ron

Fullington, Debie

Gardner, Maurice and Nancy
Genovese, Eddie

Giffin, Richard Patrick
Giles, Eleanor

Gillette, Amalia
Giovantetti, Dolores
Glitherno, June

Gorman, Steve and Rosalie
Gould, Elizabeth
Grosvenor, Benjamin
Gustafson, Howard and LaVaugn
Haddad, Martha

Hatchi, Russ and Jo-Ann
Heitzman, Vicki

Hendrick, Joan

Herrgott, Patricia

Herring, Wayne

Herrod, Ray
Hollingsworth, Betty
Hubert, Peggic

Hudson, Allan M.

Hudson, Kip and Jay

CalAm Coastal Water Project
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Form Letter Commenters

Hyler, Nelson

Ishizuka, John

Jackson, William

Johnson, William

Jordan, Harold and Martha
Kalinyak, Mary

Kappy, William

Kelly, Robert

King, Dennis and Lynnette
Knecht, Dr. John Rinder
Kracht, Peter and Jean
Kreger, Judy and Leon
Lagerholm, Erling
LeBlanc, Charles

Leslie, Patricia

Linderman, Gil and Maggie
Lipman, James

Loomis, Joy

Macleod, Virginia
Magdaleno, Irma
Manestar, Joe

Marsfeldt, Ralph

Martins, Frank and Lillian
Massaro, John

McFarland, Rex

McGehee, Donna
McGowan, Barbara
McKinney, Gary
McLaughlin, Genevieve
Merett, Verla

Miguel, Sylvia

Mills, Barbara

Mitchell, Eddie

Mitchell, JoAnna

Mitchell, John and Susie
Moltini, Mr. and Mrs. Anthony
Moore, Barbara

Morton, Gloria

Mueller, Richard and Dianne
Murphy, M.J.

Napoli, Donald and Marcia
Nasser, Mattmoud
Newton, Brian

Nichols, Donald

Niebling, Brad and Laura
Nunez, Rolando

Orr, Bill and Donna
Ottman, Janna

Outzen, Carl

Palma, Anthony
Pasquinelli, Arthur and Elizabeth
Pasquinelli, Ronald and Marie
Pasztalanicc, Mr. and Mrs. Matthew

Peak, Herschel and Joan
Perske, Louis and Deana
Piedimonte, Jo and Joe
Pulido-Chavez, Rosario
Remy, Deborah
Robinson, Gertrud
Rothrock, Martha
Sayles, Shan

Scarisbrick, Lane and Ellen
Schader, Al

Sinclair, Richard
Skinner, P.J.

Skonberg, Al and Nadine
Slawinski, Virginia
Spann, William R.
Stephan, Mr. and Mrs. Robert
Sullivan, Yvetted

Tette, Pamecla

Tezak, Richard and Janct
Thomson, Harrison
Todd, Barbara

Truitt, III, James

Tucker, Eli and Kathleen
Uyeda, Susumu

Vy, George

Walsh, Justina

Warner, Hailey
Washburn, Alan

Werr, Filbert

Whisler, John and Bonnie
Whitt, John

Wright, Cathleen
Yassany, Opal

Zambory, Michael
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Comment Letter F_Form1

Support Public
Ownership of Water

. .. because it’s our water!

After nearly 40 years of talking, failed election efforts and many studies,
the Peninsula still doesn’t have a new drop of water to drink, and CalAm
is being told by state authorities to stop taking water from the Carmel
River. The Peninsula faces a water crisis.

It’s time to move forward.

Sponsored by the State Public Utilities Commission, a consortium of water
agencies and public stakeholder representatives have come up with a solution.
It’s the Water for Monterey County’s Regional Project.

The Regional Project is now being considered as one of the alternatives
of CalAm’s Moss Landing desalination plant. The Public Utilities Commission
and its environmental consultants have compiled a Draft Environmental
Impact Report. Comments from the public are due by April 15.

The Regional Project is the EIR’s preferred alternative to the proposed
Moss Landing and North Marina desalination facilities, because it’s superior,
cheaper, and it meets the region’s water supply objectives.

What you can do.

Write to the Public Utilities Commission to voice your support for ownership
of the Regional Project. Read the Draft Environmental Impact Report at
www.cwp-eir.com, your local public library or the County Clerk’s Office at
168 W. Alisal St. in Salinas. Clip the letter below and mail by April 15.

r— — = = — == — = = — — = 7
|/We support the Regional Project alternative of the [F_Form1_1
| pending Coastal Water Project application.

| Name: Shan Sc&»‘\leQ //j/{/,,,\ (AJZV' Jr,,trl
IAddreSS'f)\G TRk (358 Cacmel s

6‘\3? I
email address: 157

| Mail to: Andrew Barnsdale, Re: CWP DEIR c/o Environmental Science Associates, I
225 Bush Street Suite 1700, San Francisco CA 94104

L - e e e e e e e — —
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Paid for by the Water for Monterey County Coalition, Citizens for Public Water
and other signers to come





