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Amendment 3 to Agreement 15-636, known as the Four-Party Implementation
Agreement addresses the contingent water supply for the City of Colton as they
allocate water rights to Emhart and the County to conduct their remedial
obligations in the Rialto-Colton Groundwater Basin through the Combined
Remedies. These obligations include the pumping of contaminated groundwater
from the basin, treatment via the County Remedy, and return of treated water
back to the City of Colton for distribution within their jurisdiction. Amendment 3
provides for a two-year trial period of a fixed fee basis for reimbursement to the
City of Rialto by Emhart and the County for operating and maintenance costs of
the Combined Remedies.
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Amendment 3 to Four Party Implementation Agreement
(Regarding Cost of Operating and Maintaining the Combined Remedies)

This Amendment amends the Four Party Implementation Agreement made
and entered into effective September 1, 2015, by and between Embhart, Rialto,
Colton, and the County (“4-Party IA”) to set forth updated procedures, to be
followed for the reimbursement of Rialto by Emhart and the County for certain
costs of operation and maintenance (“O&M”) of the Combined Remedies, as set
forth below, for a two-year trial period with a possible reversion to the original
procedures. All paragraph references herein are to paragraphs of the 4-Party IA,
and all terms defined in the 4-Party IA and used in this Amendment shall have the
meanings set forth in the 4-Party IA.

Recitals

Whereas, Paragraph VI.F. provides for Rialto to operate and maintain the
Combined Remedies, subject to Emhart’s and the County’s responsibility for the
“actual costs” of such O&M as described in Paragraph IV.F.2.b.

Whereas, Paragraph IV.F.2.b. requires Rialto to prepare and submit to
Emhart and the County by August 1 of each year an Annual O&M Budget based on
the estimated hours required for O&M of the Combined Remedies and operator
rates, and requires Rialto, the County and Emhart, by October 1 of the following
year, to meet and confer to reconcile the variance between the actual costs of
operation and maintenance of the Combined Remedies and the amounts paid by
Emhart and the County based on the Annual O&M Budget.

Whereas, Rialto and its current third party contract operator, Veolia Water
North America West, LLC, have requested that Emhart and the County instead pay
a fixed fee for O&M of the Combined Remedies.

Whereas, Emhart and the County are open to evaluating, for a two-year trial
period, whether a fixed fee arrangement is fair to all parties, without waiving their
rights under the 4-Party IA to pay only the actual O&M costs.



Amendment

Now, therefore, in consideration of the terms, conditions and mutual
covenants contained herein, the sufficiency of which are hereby acknowledged, the
Parties agree to amend the 4-Party IA, as follows:

1. Term. The provisions of this Amendment shall supersede the
provisions of Paragraph IV.F.2.b. of the 4-Party IA from the date this Amendment
is fully executed by all Parties until September 30, 2024, and will continue in effect
thereafter unless and until one or more of the Parties gives written notice to the
other Parties of their intent to terminate this Amendment. In the case of such
notice, the provisions of Paragraph IV.F.2.b. will once again control as of the start
of the next Water Year following such notice (thus requiring preparation by Rialto
of an Annual O&M Budget for that upcoming Water Year by August 1), absent
additional written agreement among the Parties.

2. Budget. On or before August 1 each year, Rialto (or its third party
contract operator on behalf of Rialto) shall prepare and submit to Emhart and the
County a fixed-fee budget for the routine work necessary to operate and maintain
the Combined Remedies in a cost-effective manner (“Annual O&M Budget”) based
on estimated hours required for such work and applicable operator hourly rates.
The Annual O&M Budget for the partial water year, up until September 30, 2023,
is attached hereto as Exhibit A. The Annual O&M Budget for subsequent Water
Years shall conform to this format but include hours for a full Water Year of O&M.
If no changes are proposed from the prior year’s Annual O&M Budget, the Annual
O&M Budget from the prior year shall continue in effect for the coming year.

3. Comment. Within 10 business days of Emhart’s and the County’s
receipt of the Annual O&M Budget from Rialto (or its third party contract operator),
Embhart and the County shall submit joint comments on the Annual O&M Budget in
good faith, which Rialto (and its third party contract operator) shall review in good
faith. Within 10 business days of submission of the joint comments, Emhart, the
County, and Rialto shall, if necessary, meet and confer to discuss those comments.
Any disputes regarding the appropriateness of the Annual O&M Budget shall be
raised within 10 business days of that meeting and shall be subject to the Dispute
Resolution provisions of Paragraph Xl of the 4-Party IA.

4. Invoices and Payment. Upon resolution of the Annual O&M Budget,
Rialto shall send an invoice to Emhart and the County for 50% of the total budgeted




amount on or before October 1 each year. Rialto shall send an invoice to Emhart
and the County for the balance of the budgeted amount on or before February 1
each year. Emhart and the County shall pay Rialto the invoiced amounts within 60
days of the date of Rialto’s invoice. In the case of the first, partial Water Year
following execution of this Amendment, Rialto shall send a single invoice to Emhart
and the County for 100% of the total budgeted amount for the partial Water Year
on or before February 1, 2023. Rialto shall deposit and maintain the monies paid
by Emhart and the County pursuant to this paragraph in a separate restricted fund
that is committed to be used only for the purpose of paying for items set forth in
the Annual O&M Budget. Rialto shall timely pay the invoices for costs of operation
and maintenance of the Combined Remedies.

5. Non-Routine Items. O&M of the Combined Remedies will require,
from time to time, non-routine labor, material, services, and equipment repair or
replacement. The Annual O&M Budget shall identify, for informational purposes,
lump sum costs for labor associated with such non-routine O&M. These non-
routine items shall not be billed to Emhart and the County as part of the Annual
O&M Budget billing process described in Paragraph 4. By the fifth business day of
each month, Rialto shall bill Emhart and the County for non-routine O&M
conducted during the previous month, at the lump sum rates for non-routine labor
items identified in the Annual O&M Budget, and may either bill Emhart and the
County at cost for third-party vendor material or service costs, or coordinate with
Emhart and the County to have such third parties bill Emhart and the County
directly. Emhart and the County shall pay Rialto the invoiced amounts within 60
days of receipt of Rialto’s invoices.

6. Tracking Actual Time and Materials. To allow the parties to evaluate
the fairness of Rialto’s proposed fixed fee arrangement to all parties, Rialto (or its
third party contract operator) shall track its actual time spent and materials used
operating and maintaining the Combined Remedies using a form that is
substantially similar to that which is attached hereto as Exhibit B. By the fifth
business day of each month, Rialto (or its third party contract operator) shall send
Embhart and the County copies of all documentation generated pursuant to this
Paragraph for the preceding month.

7. Dispute Resolution. Any dispute regarding this Amendment that is
not resolved by good faith negotiation shall be resolved pursuant to Paragraph Xil
of the 4-Party IA.
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FOR EMHART INDUSTRIES, INC.:

By:
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FOR THE CITY OF RIALTO:
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Name: Arron Brown, Acting City Manager
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Exhibit A

O&M Budget
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Exhibit B

Time Tracking Form
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