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ALLIANCES IN MEXICO

July 14, 2025

VIA E-MAIL

James Ciampa, Esq.

General Counsel, Kern County Water Agency
Lagerlof LLP

155 North Lake Avenue

Pasadena, CA 91101

Email: jciampa@]lagerlof.com

Re:  Western Hills Water District’s Water Rights and Agreement with Kern
County Water Agency

Dear Mr. Ciampa:

As you know, I have been retained by the Western Hills Water District (“Western Hills”
or “District”) to assist and advise the District in connection with its water supplies and water
rights, including the water rights the District holds pursuant to it its June 5, 2000, agreement
(“Agreement”) with the Kern County Water Agency (“KCWA?”). Through the Agreement
Western Hills acquired and continues to hold the right to receive up to 8,000 acre-feet (“af”’) per
year of “Western Hills Entitlement Water,” which consists of “Local Water” which KCWA
exchanges for State Water Project water “provided for in Table A” of KCWA’s State Water
Project Water Supply Contract (“KCWA’s SWP Contract”).

This letter confirms and follows up on several issues which we discussed during the June
30, 2025, remote meeting between representatives of Western Hills and KCWA. Through this
letter Western Hills seeks confirmation that KCWA will work and cooperate with Western Hills
to satisfy and resolve any outstanding obligations and past due payments to KCWA through a
sale or other transfer of some or all of Western Hills’ Entitlement Water to a ready and willing
purchaser.

At the outset, [ wanted to address and clarify certain terms and conditions of the
Agreement and respond to certain prior claims of KCWA regarding the Agreement. Most
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importantly, we would note that any request or demand to “terminate” the Agreement, as
referenced in KCWA’s April 2, 2025, letter to Western Hills, and in related communications, is
improper and not authorized under the Agreement. Pursuant to Article 3 of the Agreement, the
term of the Agreement “shall be the same as the term of [KCWA’s SWP Contract].” The
Agreement does not authorize or contemplate any modification of that term. Significantly, the
Agreement does not authorize or allow KCWA to terminate the Agreement prior to the
expiration of its regular term, for any reason. Instead, pursuant to Article 15(C)(3), any action of
KCWA to attempt to terminate the Agreement before the expiration of the term of the
Agreement without the consent of Western Hills would be “void and of no force or effect.”

We are aware that Article 5 of the Agreement states that KCWA can suspend delivery of
water to Western Hills upon “any default by Western Hills in the payment of any money required
to be paid to [KCWA].” Article 5, however, does not state that KCWA can terminate the
Agreement based on a lack of payments to KCWA. This is a moot point, however, since KCWA
has graciously indicated it will not attempt to suspend deliveries of water for the remainder of
this year.

KCWA’s SWP Contract also bars KCWA from using water it receives pursuant to that
agreement outside the boundaries of KCWA without the prior written consent of the State. We
understand that the State gave consent for Western Hills to use 8,000 af of State Water
entitlement water outside the boundaries of KCWA, and we maintain that the State would have
to give consent if KCWA were to change the place of use of that water supply, even if KCWA
intended to use that water supply within its boundaries. We do not believe, however, that the
State would authorize KCWA to change the place of use of Western Hills” water supply if that
change would threaten the health and safety of the community of Diablo Grande, whose
residents are served by Western Hills.

In addition, even if KCWA did suspend the delivery of water, the Agreement would
remain valid and binding, since KCWA has no right or ability to terminate the Agreement.
Western Hills would still have a right to later receive all of its available Entitlement Water, up to
8,000 af. The Agreement does not authorize KCWA to transfer any portion of that water supply
to another entity, or to use it for its own purposes.

We are confident and optimistic, however, that Western Hills will, in the near future,
obtain additional funds to apply to its outstanding obligation to KCWA through a transfer or sale
of some or all of Western Hills’ 8,000 af water supply. Article 15(I) of the Agreement grants
Western Hills the unilateral right to assign the Agreement upon written notice to KCWA. As we
discussed during our meeting, Western Hills is actively seeking to reach an agreement with
another entity or entities for the transfer of some or all of Western Hills” water supply. Such a
transfer or sale would provide revenue which Western Hills could use to apply to any unpaid or
outstanding amounts owed to KCWA.
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Western Hills does recognize that the Agreement, at Article 15(1), provides that Western
Hills must use the water it receives under the Agreement within its service area, and that the
point of delivery for the water shall not be changed. Western Hills will request, and is hopeful
that KCWA will agree, to waive or amend that limitation to allow Western Hills to transfer some
or all of its 8,000 af water supply to a ready and willing purchaser.

As we pointed out during our meeting, a transfer of some or all of Western Hills’ water
supply would produce a “win-win” outcome for KCWA and Western Hills, as KCWA would
receive funds to apply to the balance due under the Agreement, and Western Hills could retain or
obtain a reliable water supply for its customers as part of or in exchange for its transfer of some
or all of its water supply. Articles 2 and 15(C)(2) of the Agreement also call for KCWA to
cooperate with Western Hills in the performance of the Agreement, and Article 15(C)(2) further
requires KCWA to execute, acknowledge, and deliver “such further instruments, including
documents of transfer, certifications, and opinions as may reasonably be required for carrying
out the intention of or facilitating the performance of this Agreement.” (Emphasis added.)

In addition, as explained above, KCWA’s SWP Contract gives the State, through the
Department of Water Resources ("DWR?”,) final and ultimate authority over the place of use of
KCWA'’s State Water supply, and DWR consequently has the final authority and ability to
authorize a change in the place of use and point of diversion of Western Hills’ water supply. We
recently met and consulted with representatives of DWR, as well as other State agencies,
regarding Western Hills’ intention to transfer some or all of its water rights to another entity.
During the course of that meeting we expressed our interest in having DWR approve a change in
the place of use and point of diversion for some or all of Western Hills” water supply. DWR did
not object to or raise any immediate concerns regarding a transfer of Western Hills’ water supply
or a potential change in the point of diversion and place of use of such water supply.

Finally, as we discussed during our June 30, 2025, meeting, we are interested in obtaining
information from KCWA regarding the use and disposition of water Western Hills was entitled
to receive under the Agreement but which it was not able to divert and use. Western Hills
previously entered into a separate agreement with various Kern County water districts whereby
the annual quantity of Western Hills” 8,000 af water supply which exceeded Western Hills’
demands would be banked by the districts within Kern /County for later extraction and use by
Western Hills. Although KCWA is not a party to Western Hills’ banking agreement, KCWA
was still required under its Agreement with Western Hills to provide water from the Agreement
which exceeded Western Hills” demands to the other water districts for water banking purposes.

Western Hills hereby requests that KCWA provide a full accounting and explanation of
the disposition and use of all the water supplies Western Hills was entitled to receive under the
Agreement but which it did not divert and use. If KCWA did not bank that water for later use
and recovery by Western Hills, we believe KCWA may be in breach of the Agreement, and also
in breach of its own agreement with DWR and the State if it changed the place of use of Western
Hills’ water supply without authorization from DWR. At the very least, revenue produced by
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KCWA'’s sale and transfer of water which belonged to Western Hills could potentially mitigate
or offset any outstanding balances owed by Western Hills to KCWA.

To summarize, Western Hills respectfully requests that KCWA cooperate with its counsel
and other representatives to help facilitate and support a transfer of some or all of Western Hills’
water supply to another entity so that KCWA can receive payment for monies it believes are due
under the Agreement.

If you disagree with any statements herein regarding our meeting, or the terms of the
Agreement or the applicability of the terms of the Agreement to the present situation, let me
know. We otherwise look forward to working with you and KCWA staff to address these
important matters and issues.

Sincerely,
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Célin L: Pearce
CLP

ccf Lauren Bauer, Kern County Water Agency (Via Email: Ibauer@kcwa.com)
Western Hills Water District
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