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September 17,2015

Vicenti, Lloyd & Stutzman
2210 East Route 66
Suite 100
Glendora, CA 91740

Re: Audit of Main San Gabriel Basin Watermaster

Dear Sir or Madam:

By letter dated August 18,2015, Anthony C. Zampiello, Executive Officer, has requested
us to furnish you with certain information in connection with your examination of the accounts of
the Main San Gabriel Basin Watermaster ("MSGBW" or "Watermaster"). This responds to the
letter on behalf of all offices of our firm.

This response refers only to matters with respect to which we have been actively
engaged by MSGBW to and including June 30, 2015, in a manner so as to require substantive
Iegal work, legal advice, and, where appropriate, legal representation. This response is based
upon a request to each attorney in this firm to indicate whether he/she knows of any matters
that should be included in this response. lt is not based on any investigation of any nature
beyond that indicated, and this firm does not represent that the investigation conducted Ìs

sufficient to identify all of the matters about which inquiry has been made, even though we have
been aware of such matters in the past and have been advised with respect to or have been
consulted concerning them.

For purposes of this response, the following terms shall have the meanings indicated:

1. "Policy" shall mean the ABA Statement of Policy Regarding Lawyers' Responses
to Auditors' Requests for lnformation and the accompany Commentary.

2. "Loss Contingency" shall mean a loss contingency (as defined in the Policy)
coming with the scope of clauses (a), (b) or (c) of Paragraph 5 of the Policy.

3. "Overtly threatened or pending litigation" shall mean either that a claimant has
asserted a claim or assessment against MSGBW in a legal proceeding in which MSGBW has
been served with pleadings asserting that claim'or assessment or that a potential claimant has
manifested to MSGBW or to this firm an awareness of and present intention to asseñ a possible
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claim or assessment unless the likelihood of litigation (or, in the alternative, settlement) is

considered by management to be remote.

Subject to the foregoing and to the last paragraph of this letter, we advise you that for
the twelve month period ending June 30, 2015'.

(a) The Company has not specifically identified any loss contingency and

specifically requested that this firm comment thereon to you.

(b) As of June 30, 2015 there were $36,216.61 in unpaid fees and costs due

us for services rendered to MSGBW and its subsidiaries; and unbilled fees and costs of

$35,056.40 for services rendered through June 30, 2015.

(c) Except as described below, we have not been engaged to give

substantive attention to, or represent MSGBW in connection with, overtly threatened or pending

litigation:

Watermaster is aware of two claims asserted against rt by the Cooperating

Respondentsl under the Baldwin Park Operable Unit Project Agreement ("Project Agreement").
On August 6, 2009, Watermaster received a letter from Lawrence Hobel, Esq. on behalf of the

Cooperating Respondents accusing the Sub-project committees, established by the Project
Agreement and which include Watermaster, of failing to take appropriate steps to provide

alternative water supplies at reasonable cost to Water Entities entitled to such supplies from the

Cooperating Respondents under the Project Agreement. The Cooperating Respondents allege

that they are entitled to recover the excess cost of alternative water paid by them, either directly
or as an offset against other responsibilities they have under the Project Agreement. On August
17, 2OOg, Watermaster received a copy of a letter from Wendy Feng, Esq. on behalf of the

Cooperating Respondents asserting a claim against Watermaster for allegedly allowing over
pumping of groundwater in the Main San Gabriel Basin ("Basin"), permitting water levels to drop
below a "mandatory" minimum operating level in the Basin, and not meeting its responsibility to

spread replacement water to maintain the minimum operating level in the Basin. As a result of
such alleged failures, the Cooperating Respondents assert that the direction of groundwater
flow in the Basin has been altered limiting the effectiveness of remediation efforts undertaken by

the Cooperating Respondents.

Watermaster is unaware of any legal basis for or facts that support these claims and, in
the last fiscal year, the Cooperating Respondents have not initiated any formal actions with

respect to these claims. lf these claims are formally asserted, Watermaster intends to

vigorously contest any such claim of liability by the Cooperating Respondents. At this point,

under the requirements of the Policy it is impossible for us to appraise the likelihood of a

favorable or unfavorable outcome or estimate the amount or range of the potential loss

This response is limited by, and in accordance with, the ABA Statement of Policy

Regarding Lawyers' Responses to Auditors' Request for lnformation (December 1975); without

1 Aerojet-General Corporation, Azusa Land
Waste Management, lnc. (successor in
Reichhold, lnc.

Reclamation
interest to

Co
oil

lnc., Hartwell Corporation; Chemical
& Solvent Process Company); and
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limiting the generality of the foregoing, the limitations set forth in such statement on the scope
and use of this response (Paragraphs 2 and 7) are specifically incorporated herein by reference,
and any description herein of any "loss contingencies" is qualified in its entirety by Paragraph 5
of the Statement and the accompanying Commentary (which is an integral part of the

Statement). Consistent with the last sentence of Paragraph 6 of the ABA Statement of Poltcy

and pursuant to MSGBW's request, this will confrrm as correct MSGBW's understanding as set

forlh in its audit inquiry letter to us that whenever, in the course of per-forming legal services for
MSGBW with respect to a matter recognized to involve an unasserted possible claim or

assessment that may call for financial statement disclosure, we have formed a professional

conclusion that MSGBW must disclose or consider disclosure concerning such possible claim or

assessment, we, as a mater of professional responsibility to MSGBW, will so advise MSGBW
and will consult with MSGBW concerning the question of such disclosure and the applicable
requirements of Statement of Financial Accounting Standards No. 5.

Very truly yours,

Frederic A. Fudacz
of Nossaman LLP

FAF:slr

cc: Anthony C. Zampiello, Executive Officer
Main San Gabriel Basin Watermaster
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