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METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

March 18, 1998

To: Board of Directors (Orgamzauon and Personnel Committee--Actjon)
/// /7

From: General Counsel "? o j,, Pt

Subject: Amendments to Articles of The Metropolitan Wa er D‘}s&ﬂct of S‘(Suthern

California Savings Plan and Savings Plan II

RECOMMENDATION(S)

That your Board:

1. Approve and adopt amendments to the Articles of The Metropolitan Water District of
Southern California Savings Plan and Savings Plan II as shown in Attachments A-1 and
A-2 hereto; and

2. Authorize the General Manager, as Plan Administrator, and General Counsel to execute

such amendments and take such other actions as they may deem necessary or desirable to
effect such amendments.

EXECUTIVE SUMMARY

The Articles of The Metropolitan Water District of Southern California Savings Plan and
Savings Plan II under Internal Revenue Code Section 401(k) require amendment to (1) remove
provisions under federal tax laws which no longer apply and (2) conform certain provisions of
the Plans to present practices. The proposed amendments to the Articles of each Plan are shown
on Attachments A-1 and A-2.

The Articles of the Plans are contained in Articles 5 and 6 of Chapter 7 of Division VI of the
Administrative Code, beginning at Sections 6760 and 6780, respectively. The proposed
amendments to the Administrative Code are shown in underline and strikeout format on
Attachment B.

DETAILED REPORT

The Articles of The Metropolitan Water District of Southern California Savings Plan and
Savings Plan II under Internal Revenue Code Section 401(k) require amendment to (1) remove
provisions under federal tax laws which no longer apply and (2) conform certain provisions of
the Plans to present practices. In particular, the amendments permit distributions of assets
pursuant to qualified domestic relations orders, adjust the minimum amount of 401(k) loans
which may be originated and remove nondiscrimination testing requirements which were made
inapplicable to plans maintained by state and local governments.
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The proposed amendments to the Articles of each Plan are shown on Attachments A-1
(for Plan I) and A-2 (for Plan II).

The Articles of the Plans are contained in Articles 5 and 6 of Chapter 7 of Division VI of the
Administrative Code, beginning at Sections 6760 and 6780, respectively. The proposed

amendments to the Administrative Code are shown in underline and strikeout format on
Attachment B.
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Attachment A-1 to Board Letter 7-6

Legal Department
March 24, 1998
FIRST AMENDMENT TO
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
SAVINGS PLAN

The Metropolitan Water District of Southern California Savings Plan ("the Plan")
is hereby amended in the following respects:

1. (i) Subsection (d) of Article III--Definitions of the Plan (Administrative Code
Section 6762) is hereby amended by deleting the phrase, “Except as otherwise specified in
Sections 6762(k), 6765(c)(1) and 6765(d)(2),” and substituting therefor the phrase,
“Except as otherwise specified in Section 6765(c)(1),” and

(i) Subsection (k) of Article III--Definitions of the Plan is hereby deleted.

2. (i) Subsections (d) and (f) of Article VI--Contribution and Allocation of the
Plan (Administrative Code Section 6765) are hereby deleted;

(i) Subsection (a)(1) of Article VI is amended by the deletion of the phrase,
“Subject to the limitations contained in Section 6765(d),” and

(iii) Subsection (b)(1) of Article VI is amended by the deletion of the phrase,
“Subject to the limitations contained in Section 6765(f),”.

3. Subsection (e)(4) of Article VIII--Distributions and Withdrawals
(Administrative Code Section 6767) is amended by substituting the amount of $1,000 in
place of the amount of $500.

4. (i) Subsection (c)(1) of Article XI--Miscellaneous of the Plan (Administrative
Code Section 6770) is amended by adding the following words to the beginning of
subsection (1) thereof: "Except as otherwise provided in subparagraph (3) of this section,"
and

(ii) A new subsection (3) is added to Subsection (c) of Article XI--
Miscellaneous, to read as follows:

“(3) This Section shall not apply to the creation, assignment or recognition
of a right to any benefit payable pursuant to a domestic relations order, unless such
order is determined to be a Qualified Domestic Relations Order by the District, as
defined in Section 414(p) of the Code. The Trustee shall be entitled to make
distributions to an alternate payee pursuant to a Qualified Domestic Relations
Order in accordance with such an Order, without regard to the age or employment
status of the Participant.”
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The above amendments shall be effective as of January 1, 1998. Except as specifically
amended by this First Amendment, the Plan shall remain in full force and effect.

IN WITNESS WHERECEF, this First Amendment to the Plan is adopted this 14th day of
April, 1998.

THE METROPOLITAN WATER DISTRICT OF
SOUTHERN CALIFORNIA SAVINGS PLAN

By:
Its:  Plan Administrator

APPROVED AS TO FORM:

N. Gregory Taylor
General Counsel

By

Deputy General Counsel

sbb/#9268
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. FIRST AMENDMENT TO
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
SAVINGS PLAN II

The Metropolitan Water District of Southern California Savings Plan II ("the
Plan") is hereby amended in the following respects:

1. (i) Subsection (d) of Article ITI--Definitions of the Plan (Administrative Code
Section 6782) is hereby amended by deleting the phrase, “Except as otherwise specified in
Sections 6782(k), 6785(c)(1) and 6785(d)(2),” and substituting therefor the phrase,
“Except as otherwise specified in Section 6785(c)(1),” and

(i) Subsection (k) of Article ITI--Definitions of the Plan is hereby deleted.

2. (i) Subsections (d), (f) and (g) of Article VI--Contribution and Allocation of
the Plan (Administrative Code Section 6785) are hereby deleted,

(i) Subsection (a)(1) of Article VI is amended by the deletion of the phrase,
“Subject to the limitations contained in Section 6785(d),” and

(iii) Subsection (b)(1) of Article VI is amended by the deletion of the phrase,
“Subject to the limitations contained in Section 6785(f),”.

3. Subsection (e)(4) of Article VIII--Distributions and Withdrawals
(Administrative Code Section 6787) is amended by substituting the amount of $1,000 in
place of the amount of $500.

4. (i) Subsection (c)(1) of Article XI--Miscellaneous of the Plan (Administrative
Code Section 6790) is amended by adding the following words to the beginning of
subsection (1) thereof: "Except as otherwise provided in subparagraph (3) of this section,"
and

(ii)) A new subsection (3) is added to Subsection (c) of Article XI--
Miscellaneous, to read as follows:

“(3) This Section shall not apply to the creation, assighment or recognition
of a right to any benefit payable pursuant to a domestic relations order, unless such
order is determined to be a Qualified Domestic Relations Order by the District, as
defined in Section 414(p) of the Code. The Trustee shall be entitled to make
distributions to an alternate payee pursuant to a Qualified Domestic Relations
Order in accordance with such an Order, without regard to the age or employment
status of the Participant.”

-1-
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The above amendments shall be effective as of January 1, 1998. Except as specifically
amended by this First Amendment, the Plan shall remain in full force and effect.

IN WITNESS WHEREOF, this First Amendment to the Plan is adopted this 14th day of
April, 1998.

THE METROPOLITAN WATER DISTRICT OF
SOUTHERN CALIFORNIA SAVINGS PLAN II

By:
Its: Plan Administrator

APPROVED AS TO FORM:

N. Gregory Taylor
General Counsel

By

Deputy General Counsel

sbb/#9515
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[Amendment to Administrative Code Section 6762(d) [Plan I]

(d)  Compensation. - Compensation shall mean the total of all cash
Compensation payable by the District to or for the benefit of an Employee in return for the
Employee's services to the extent it does not exceed $200,000 for any Savings Plan Year.
Except as otherwise specified in-Seetions-6762(k); Section 6765(c)(1)-and-6765(d)(2),
Compensation shall include salary reductions permitted under Sections 401(k), 414(h),
and 457 of the Code.

[Amendment to Administrative Code Section 6762(Kk)]
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[Amendment to Administrative Code Section 6765(a)(1)]

(1) Tax Deferred Elective Contributions. - Subjeet-to-the limitations
contained-in-Seetion-67653(d);a _A Participant may, pursuant to the enrollment agreement,

have the District contribute to the Participant's Tax Deferred Elective Contributions
Account a percentage or dollar amount not in excess of 20 percent of the Participant's
Compensation (or such lower percentage as the General Manager may designate from
time to time).

[Amendment to Administrative Code Section 6765(b)(1)]

(1) Amount of Matching Contributions. —Subject-to-the limitations
contained-inSeetion-6765(H;& A Matching Contribution shall be allocated to the

Matching Contributions Account of each Participant in an amount equal to a specified
percentage from O percent to 100 percent of a Participant's Tax Deferred Elective
Contributions for each payroll period, but not in excess of a specified percentage of the
Participant's Compensation for such payroll period, both of which percentages shall be
established by the District from time to time.

[Amendment to Administrative Code Section 6765(d)]

(d) [Reserved.] Fail-safe-Prevision-underSeetion401(k)-
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[Amendment to Adminristrative Code Section 6767(e)] |
(e) Loans to Participants.

(1) The General Manager may establish a loan program allowing a
Participant to borrow a portion of Participant's Accounts. If the General Manager
determines, in the General Manager's discretion, to institute a loan program, each
Participant shall have the right, subject to the prior approval of the General Manager, to
borrow from Participant's Accounts an amount not to exceed 50 percent of the balance of
such Accounts valued as of the Valuation Date immediately preceding the date on which
the loan is to be made.

(2) Any loans made pursuant to the provisions hereof, shall satisfy the
following conditions: (1) such loans shall be available to all Participants on a reasonably
equivalent basis; (2) such loans shall not be made available to Participants who are highly
compensated Employees or officers of the District in an amount which, when stated as a
percentage of the balance of such Participants' Accounts, is greater than is available to
other Participants; (3) such loans shall bear a reasonable rate of interest (unless the
General Manager determines otherwise, such loan shall bear interest equal to one percent
above the reference rate being charged by Bank of America NT&SA, or the prime rate or
similar rate of a successor bank or other commercial bank designated by the General
Manager, in effect at the beginning of the month in which the loan is made); (4) each such
loan shall be adequately secured, with the security to consist of the portion of the
Participant's Accounts equal to the loan principal and any additional security that the
General Manager determines to be necessary; (5) the amount of any such loan, when ‘
added to the outstanding balance of all other loans from the Savings Plan to the
Participant, shall not exceed either (i) $50,000 reduced by the excess (if any) of the
highest outstanding balance during the preceding 12 months of loans from the Savings
Plan to the Participant over the outstanding balance of loans from the Savings Plan to the
Participant on the date such loan is made or (ii) one-half the value of such Participant's
Accounts, including in such balance prior loans to the Participant (for the purpose of this
clause, the value of the balance of such Participant's Accounts shall be established as of the
Valuation Date preceding the date upon which the loan is made); and (6) each such loan,
by its terms, shall be repaid within five years (except that if the General Manager is
satisfied that the loan proceeds are being used to acquire the principal residence of a
Participant, the General Manager may, in his discretion, establish a term of up to 15 years
for repayment).

(3) Each such loan shall be evidenced by a promissory note executed by the
Participant (and his or her spouse if the Participant is married) of a fixed maturity date
meeting the requirements of Section 6767(e)(2) above, but in no event later than the date
that (a) the Participant dies, (b) the Plan is terminated, or (c) the Participant incurs a
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Separation from Service. Such promissory note shall evidence such terms as are required
by this section. '

(4) Any Participant may, upon written notice delivered to the General
Manager 30 working days prior to a Valuation Date, request that a loan be made to
Participant from Participant's Accounts in the Savings Plan, provided that (1) such
Participant has not made a loan request within the preceding 24 months and (2) the
request is for a loan of at least $1,000500-(or any lesser minimum amount required in
regulation promulgated by the Secretary of the Treasury or the Secretary of Labor).

(5) While the Participant is employed by the District, each such loan shall
be repaid through substantially level payroll deductions from Compensation that the
Participant would otherwise receive. No payments shall be required during a leave of
absence without pay for up to one year; provided that the entire loan balance shall remain
due and payable at the loan's maturity date. At the end of such a leave (or the end of one
year period, if earlier), a new loan repayment schedule shall be implemented to take into
account payments not made during the leave; the new schedule shall not extend the loan's
maturity date. If the Participant is absent from employment for more than one year and
does not incur a Separation from Service, the Participant shall continue to make the
payments required for each such loan directly to the Savings Plan at the times and in the
amounts prescribed by the revised schedule. In addition, each such loan may be prepaid in
full at any time, such prepayment to be paid directly to the Trustee in accordance with
procedures adopted by the General Manager. All loan repayments shall be transmitted by
the District to the Trustee as soon as practicable but not later than the end of the payroll
period during which such amounts were withheld.

(6) In connection with implementing this section, a new Investment Vehicle
shall be created. A Participant's request for a loan shall be treated as a request to transfer a
portion of Participant's A ccounts in an amount equal to the funds to be loaned to the new
Investment Vehicle from the Investment Vehicle it is currently invested in. Each
Participant's Accounts in the new Investment Vehicle shall be separately accounted for,
and loan repayments shall be credited solely to the Participant's Accounts. A Participant
shall designate the Investment Vehicle in which loan interest and principal repayments
shall be invested.

(7) Notwithstanding anything to the contrary contained herein, each such
loan shall be made only in accordance with the regulations and rulings of the Internal
Revenue Service and other applicable state or federal law. The General Manager shall act
in the General Manager's sole discretion to ascertain whether the requirements of such
regulations and rulings and this section shall have been met.

(8) The General Manager shall have the power to establish any additional

rules with respect to loans extended pursuant to this section including, but not limited to,
rules relating to nondiscriminatory minimum installments for the repayment of such loans,

-8-
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the requirement of a financial hardship to obtain a loan, or limitations of the amounts of i
loans.

(9) Any loans hereunder constitute an exception to the anti-alienation rules
in Section 6770(c) of the Savings Plan.

[Amendment to Administrative Code Section 6770(c)]
(c) Alienation.

(1) Except as otherwise provided in subparagraph (3) of this Section, no
benefit which shall be payable out of the Trust Fund to any person (including a Participant
or Beneficiary) shall be subject in any manner to anticipation, alienation, sale, transfer,
assignment, pledge, encumbrance, or charge, and any attempt to anticipate, alienate, sell,
transfer, assign, pledge, encumber, or charge the same shall be void; and no such benefit
shall in any manner be liable for, or subject to, the debts, contracts, liabilities,
engagements, or torts of any such person, nor shall it be subject to attachment or legal
process for or against such person, and the same shall not be recognized by the Trustee,
except to such extent as may be required by law.

(2) In the event a Participant's benefits are garnished or attached by order
of any court, the General Manager may bring an action for a declaratory judgment in a
court of competent jurisdiction to determine the proper recipient of the benefits to be paid
by the Savings Plan. During the pendency of said action, any benefits that become payable
shall be paid into the court as they become payable, to be distributed by the court to the
recipient it deems proper at the close of said action. Any costs attributable to these actions
may be charged to the Account of the Participant.

(3) This Section shall not apply to the creation, assignment or recognition
of a right to any benefit payable pursuant to a domestic relations order, unless such order
is determined to be a Qualified Domestic Relations Order by the District, as defined in
Section 414(p) of the Code. The Trustee shall be entitled to make distributions to an
alternate payee pursuant to a Qualified Domestic Relations Order in accordance with such
an Order, without regard to the age or employment status of the Participant.




Attachment B to Board Letter 7-6

Legal Department
March 24, 1998

[Amendment to Administrative Code Section 6782(d)][Plan II]

(d) Compensation. - Compensation shall mean the total of all cash compensation
payable by the District to or for the benefit of an Employee in return for the Employee's
services to the extent it does not exceed $200,000 for any Savings Plan IT Year. Except as

otherwise specified in-Seetions-6782(k); Section 6785(c)(1)-and-6785¢(d)2) Compensation
shall include salary reductions permitted under sections 401(k), 414(h), and 457 of the
Code.

[Amendment to Administrative Code Section 6782(k)]

)

-10-
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[Amendment to Administrative Code Section 6785(d)]

(d) [Reserved.] Fail-safePrevision-underSection401k)-
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[Amendment to Administrative Code Section 6785(a)(1)]

(1) Tax Deferred Elective Contributions. - Subjeet-te-thelimitations
conteined-in-Section-6785(d);-a A Participant may, pursuant to the enroliment agreement,
have the District contribute to the Participant's Tax Deferred Elective Contributions

Account a percentage or dollar amount not in excess of 20 percent of the Participant's
Compensation (or such lower percentage as the General Manager may designate from
time to time).

[Amendment to Administrative Code Section 6785(b)(1)]

(1)  Amount of Matching Contributions.-
contained-in-Seetion-678:5(H;a A Matching Contribution shall be allocated to the
Matching Contributions Account of each Participant in an amount equal to a specified
percentage from 0 percent to 100 percent of a Participant's Tax Deferred Elective
Contributions for each payroll period, but not in excess of a specified percentage of the
Participant's Compensation for such payroll period, both of which percentages shall be
established by the District from time to time.

[Amendment to Administrative Code Section 6785(f)]

(f) [Reserved.] Fail-safeProvistonunderSection40(m)-
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[Amendment to Administrative Code Section 6785(g)]

_(g) [Reserved]-The-provi

[Amendment to Administrative Code Section 6787(e)]

(e) Loans to Participants.

(1) The General Manager may establish a loan program allowing a
Participant to borrow a portion of Participant's Accounts. If the General Manager
determines, in the General Manager's discretion, to institute a loan program, each
Participant shall have the right, subject to the prior approval of the General Manager, to
borrow from Participant's Accounts an amount not to exceed 50 percent of the balance of
such Accounts valued as of the Valuation Date immediately preceding the date on which
the loan is to be made.

(2) Any loans made pursuant to the provisions hereof, shall satisfy the
following conditions: (1) such loans shall be available to all Participants on a reasonably
equivalent basis; (2) such loans shall not be made available to Participants who are highly
compensated Employees or officers of the District in an amount which, when stated as a
percentage of the balance of such Participants' Accounts, is greater than is available to
other Participants; (3) such loans shall bear a reasonable rate of interest (unless the
General Manager determines otherwise, such loan shall bear interest equal to one percent
above the reference rate being charged by Bank of America NT&SA, or the prime rate or
similar rate of a successor bank or other commercial bank designated by the General
Manager, in effect at the beginning of the month in which the loan is made); (4) each such
loan shall be adequately secured, with the security to consist of the portion of the
Participant's Accounts ecual to the loan principal and any additional security that the
General Manager determines to be necessary; (5) the amount of any such loan, when
added to the outstanding balance of all other loans from Savings Plan II to the Participant,
shall not exceed either (i) $50,000 reduced by the excess (if any) of the highest
outstanding balance during the preceding 12 months of loans from Savings Plan II to the
Participant over the outstanding balance of loans from Savings Plan II to the Participant
on the date such loan is made or (ii) one-half the value of such Participant's Accounts,
including in such balance prior loans to the Participant (for the purpose of this clause, the

-16-
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value of the balance of such Participant's Accounts shall be established as of the Valuation
Date preceding the date upon which the loan is made); and (6) each such loan, by its
terms, shall be repaid within five years (except that if the General Manager is satisfied that
the loan proceeds are being used to acquire the principal residence of a Participant, the
General Manager may, in his discretion, establish a term of up to 15 years for repayment).

(3) Each such loan shall be evidenced by a promissory note executed by the
Participant (and his or her spouse if the Participant is married) of a fixed maturity date
meeting the requirements of Section 6787(e)(2) above, but in no event later than the date
that (a) the Participant dies, (b) the Plan is terminated, or (c) the Participant incurs a
Separation from Service. Such promissory note shall evidence such terms as are required
by this section. :

(4) Any Participant may, upon written notice delivered to the General
Manager 30 working days prior to a Valuation Date, request that a loan be made to
Participant from Participant's Accounts in Savings Plan II, provided that (1) such
Participant has not made a loan request within the preceding 24 months and (2) the
request is for a loan of at least $1,0005066-(or any lesser minimum amount required in
regulation promulgated by the Secretary of the Treasury or the Secretary of Labor).

(5) While the Participant is employed by the District, each such loan shall
be repaid through substantially level payroll deductions from Compensation that the
Participant would otherwise receive. No payments shall be required during a leave of
absence without pay for up to one year; provided that the entire loan balance shall remain
due and payable at the loan's maturity date. At the end of such a leave (or the end of one
year period, if earlier), a new loan repayment schedule shall be implemented to take into
account payments not made during the leave; the new schedule shall not extend the loan's
maturity date. If the Participant is absent from employment for more than one year and
does not incur a Separation from Service, the Participant shall continue to make the
payments required for each such loan directly to Savings Plan II at the times and in the
amounts prescribed by the revised schedule. In addition, each such loan may be prepaid in
full at any time, such prepayment to be paid directly to the Trustee in accordance with
procedures adopted by the General Manager. All loan repayments shall be transmitted by
the District to the Trustee as soon as practicable but not later than the end of the payroll
period during which such amounts were withheld.

(6) In connection with implementing this section, a new Investment Vehicle
shall be created. A Participant's request for a loan shall be treated as a request to transfer a
portion of Participant's Accounts in an amount equal to the funds to be loaned to the new
Investment Vehicle from the Investment Vehicle it is currently invested in. Each
Participant's Accounts in the new Investment Vehicle shall be separately accounted for,
and loan repayments shall be credited solely to the Participant's Accounts. A Participant
shall designate the Investment Vehicle in which loan interest and principal repayments
shall be invested.

-17-
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(7) Notwithstanding anything to the contrary contained herein, each such
loan shall be made only in accordance with the regulations and rulings of the Internal
Revenue Service and other applicable state or federal law. The General Manager shall act
in the General Manager's sole discretion to ascertain whether the requirements of such
regulations and rulings and this section shall have been met.

(8) The General Manager shall have the power to establish any additional
rules with respect to loans extended pursuant to this section including, but not limited to,
rules relating to nondiscriminatory minimum installments for the repayment of such loans,
the requirement of a financial hardship to obtain a loan, or limitations of the amounts of
loans.

(9) Any loans hereunder constitute an exception to the anti-alienation rules
in Section 6790(c) of the Savings Plan.

[Amendment to Administrative Code Section 6790(c)]

(c) Alienation.

(1) Except as otherwise provided in subparagraph (3) of this Section, no
benefit which shall be payable out of the Trust Fund to any person (including a Participant

or Beneficiary) shall be subject in any manner to anticipation, alienation, sale, transfer,
assignment, pledge, encumbrance, or charge, and any attempt to anticipate, alienate, sell,
transfer, assign, pledge, encumber, or charge the same shall be void; and no such benefit
shall in any manner be liable for, or subject to, the debts, contracts, liabilities,
engagements, or torts of any such person, nor shall it be subject to attachment or legal
process for or against such person, and the same shall not be recognized by the Trustee,
except to such extent as may be required by law.

(2) In the event a Participant's benefits are garnished or attached by order
of any court, the General Manager may bring an action for a declaratory judgment in a
court of competent jurisdiction to determine the proper recipient of the benefits to be paid
by Savings Plan II. During the pendency of said action, any benefits that become payable
shall be paid into the court as they become payable, to be distributed by the court to the
recipient it deems proper at the close of said action. Any costs attributable to these actions
may be charged to the Account of the Participant.

(3) This Section shall not apply to the creation, assignment or recognition
of a right to any benefit payable pursuant to a domestic relations order, unless such order
is determined to be a Quazlified Domestic Relations Order by the District, as defined in
Section 414(p) of the Code. The Trustee shall be entitled to make distributions to an
alternate payee pursuant to a Qualified Domestic Relations Order in accordance with such

an Order, without regard to the age or employment status of the Participant.
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