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December 18, 1996 

(Finance and Insurance Committee--Action) 
To: Board of Directors (Water Planning an 

From: d;ee neral Manager 

Submitted by: Lambertus H. Becker 
Chief Financial Officer 

Subject: Use of Revenues from Fiscal Year 1995-96 

RECOMMENDATIONS 

In conformance with Metropolitan’s financial policies set forth in the Administrative 
Code, it is recommended that the Board of Directors: 

1) Authorize the General Manager to allocate $70 million of revenue resulting from cost 
savings during 1995-96 by m of the following methods: 

A) $70 million to the member agencies in cash or flexible credit accounts, in shares 
proportionate to revenues paid to Metropolitan, as described in this letter; or 

B) $47.5 million to the member agencies in the form of cash or flexible credit 
accounts, in shares proportionate to revenues paid to Metropolitan, and $22.5 million for 
additional pay-as-you-go construction (PAYG) to comply with the Board’s 20 percent 
PAYG policy during fiscal years 1996-97 and 1997-98; or 

C) $70 million for additional PAYG during fiscal years 1996-97 and 1997-98; and 
as appropriate, 

2) Adopt a resolution, in the form of Attachment G (for Option A) or Attachment H (for 
Option B), authorizing distribution of monies to the member agencies, and finding that such 
distribution will not adversely affect Metropolitan’s bondholders. 

_ ..-. 
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Strong fmancial performance during 199596, together with aggressive cost containment 
efforts and revisions to the Capital Improvement Program (CIP) have resulted in favorable revisions 
to the District’s financial forecasts. In the past, when financial conditions became unfavorable, as in 
1982-83, Metropolitan has turned to the member agencies to provide additional revenues. 
Conversely, it seems reasonable that the member agencies should share in the benefits of favorable 
financial conditions that resulted from reduced costs during 1995-96. Projections now indicate that 
the District will be able to hold water rates at or below the level agreed to in the rate refinement 
process. Based on the latest financial information it appears that no increase in basic water rates, 
long-term seasonal rates or the treatment surcharge will be required for fiscal year 1997-98, and, 
consistent with the Board’s financial policies, the rate refinement goals can be met. The District’s 
financial reserve policies, as established by the Board in the Administrative Code have been satisfied 
and $70 million of revenues from fiscal year 199596 may be utilized as described in this letter. 

A number of methods for utilizing the cost savings were presented for your Board’s 
consideration at the November 1996 meeting. The alternatives have also been discussed with the 
member agencies. A number of Directors and agency managers have indicated a preference for 
;etum of the $70 million to the member agencies as cash or credits. Other Directors have indicated a 
preference for using all or a portion of the $70 million for additional PAYG. The District’s policy 
(Administrative Code Section 5109) is to maintain a PAYG level of 20 percent of CIP expenditures 
in order to maintain revenue bond debt capacity for evolving or unexpected needs. A distribution of 
$70 million to the member agencies would result in the 20 percent objective being met in 
approximately five years, on a cumulative basis since 1988 when the policy was adopted, assuming 
CIP expenditures at projected levels, while a distribution of $47.5 million and using $22.5 million 
for PAYG would allow the 20 percent objective to be met within 2 years. Either alternative would 
result in compliance with the Board’s PAYG policy, which would continue in the following yecars, at 
the discretion of the Board within the goals of rate management. A resolution in the form of either 
Attachment G ($70 million) or Attachment H ($47.5 million) should be approved as part of any 
distribution of monies to the member agencies. 

DETAILED REPORT 

Strong financial performance during 1995-96, together with aggressive cost containment 
efforts and revisions to the Capital Improvement Program (CIP) have resulted in favorable revisions 
to the District’s financial forecasts. Of major importance was the effect of the Monterey Agreement 
on Metropolitan’s ability to make more precise delivery orders from the State Water Project. This 
will greatly reduce large fluctuations in power charges and resulting credits and will help ensure 
tighter correlation between forecasts and actual costs. 
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In the past, when financial conditions became unfavorable, as in 1982-83 and the early 
1990’s, Metropolitan has turned to the member agencies to provide additional revenues. Conversely, 
it seems reasonable that the member agencies should share directly in the benefits of current 
favorable financial conditions. Due to the strong financial performance in 199596, reflecting 
Metropolitan’s commitment to cost containment, Metropolitan has generated $70 million from cost 
savings that can be returned to the member agencies or be used for additional PAYG. This amount 
was included in the transfer to the Water Rate Stabilization Fund on June 30, 1996. Because the 
WRSF balance was at its maximum level of $200 million, $70,809,000 was then transferred to the 
PAYG Fund where it may be expended as determined by your Board for any lawful purpose of 
Metropolitan. 

The $70,809,000 transfer occurred after the Phase I Rate Refinement Process 
recommendations were developed and, therefore, distribution of these monies will not adversely 
affect the five-year rate and revenue program adopted in July 1996. At that time, projections of 
water rate increases were between 1.5 percent to 2.0 percent per year, or less, for five years with 
annual increases of $8 million in the readiness-to-serve charge. Due to the improved financial 
conditions, current projections are for no increase in basic water rates, long-term seasonal rates or the 
treatment surcharge in fiscal year 1997-98, annual increases in the readiness-to-serve charge of 
$8 million and the use of $70 million above Metropolitan’s budgeted requirements. Rates for treated 
and untreated seasonal shift deliveries are projected to increase by $11 per acre-foot on January 1, 
1998. 

Attachment A shows a summary of Metropolitan’s restricted and unrestricted reserve 
balances as of June 30, 1996, with a summary of the reserves by major category. (This attachment 
has been revised from the attachment presented in the November 5,1996 letter to further designate 
unrestricted funds as either committed for specific purposes by your Board or as uncommitted). 
With working capital of $175 million and Water Rate Stabilization Funds of $200 million, reserves 
should be adequate to sustain a repeat of the 199 1-1993 financial draw on the stabilization funds of 
approximately $380 million. Attachment B provides a description of each reserve. Attachment C 
contains a discussion of changes in the following reserves: Working Capital, the Water Rate 
Stabilization Funds and the Pay-As-You-Go Fund. Reserve levels are continually reviewed for 
adequacy as part of the Long Range Finance Plan update process. In addition, reserve levels will be 
a major topic of discussion at the MWD/Member Agency Finance Work Group meetings. 

Alternative methods for use of the $70 million were presented to your Board and the 
Member Agency Finance Work Group during November 1996. After discussions with Board 
members and Member Agency Managers, the alternatives have been reduced to three. These 
alternatives are summarized in the following table and described below. 



:  ’ 

Board of Directors -4- 

A 

B 

C 

- 

OPTION 

Return $70 million to the member agencies as 
cash or credits. 

Return $47.5 million to the member agencies 
and use $22.5 million for additional PAYG 

Use $70 million for additional PAYG on the 
current CIP. 

December 18, 1996 

COMMENTS 

The Board’s 20 percent PAYG policy would 
still be reached in approximately 5 years and 
continue at 20 percent thereafter. 

The Board’s 20 percent PAYG policy would 
be reached within 2 years and continue at 
20 percent thereafter. 

The Board’s 20 percent PAYG policy would 
be exceeded by about 2 percent during the 
next 2 years but could be balanced by 
reducing PAYG in later years. 

Option A - Return $70 Million Under this option, all of the available $70 million would be 
returned to the member a,gencies in proportion to how the monies were paid in. None of the 
available monies would be used to increase PAYG spending. The Board’s policy goal of funding 
20 percent of the CIP through PAYG would be met in approximately 5 years, on a cumulative basis 
since the policy was adopted in 1988, in accordance with projections made in the Long Range 
Finance Plan. 

Option B - Combination This option would be to use a portion of the $70 million to increase 
PAYG funding on the current CIP and return a portion to the member agencies. It has been 
determined that the use of $22.5 million of the available monies for PAYG would bring cumulative 
PAYG expenditures for the CIP to the 20 percent policy goal established by your Board for both F/Y 
1996-97 and 1997-98. This is consistent with the financial strategy contained in the Long Range 
Finance Plan. Attachment F shows the projected PAYG amounts. This would also reduce debt 
financing and help to reduce future water rate increases. Generally, using $22.5 million for 
additional PAYG would reduce future increases in water rates by about $1 per acre-foot. Under this 
alternative, $47.5 million would be available for return to the member agencies. 

Option C - Use $70 Million for PAYG This alternative would allocate the entire $70 million 
to additional PAYG on the current CIP. This would result in a reduced need to issue debt and would 
reduce pressure on water rates. It would also result in PAYG expenditures above the Board’s 
20 percent policy by about 2 percent during the next two years. This would still be consistent with 
the overall strategy in the Long Range Finance Plan which called for 20 percent PAYG financing 
over time but recognized that some years would be below and some years would be above the 
20 percent level. 
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Allocation Monies returned to the member agencies could be allocated in several ways. 
One alternative would be to establish flexible credit accounts for each member agency, which could 
be used by the members for cash payments, offsets to payment obligations or for services at their 
option. Each agency’s share of the funds would be determined pro rata based on revenues received 
from each agency during fiscal year 1995-96. This would include water revenues from untreated 
sales, readiness-to-serve charges and connection maintenance charges. Treatment surcharge 
revenues are excluded because, under Board policy, they are dedicated to the payment of the costs of 
water treatment and are therefore not part of any surplus revenues. The readiness-to-serve charges 
are included because they are allocated to the member agencies based on historical water sales. 
Property tax revenues are excluded because they are, under law, used exclusively for general 
obligation bond debt service and a portion of State Water Contract capital costs and are fully 
expended each year for those purposes. Each member agency’s allocation of the $47.5 million 
distribution is shown on Attachment D, while a similar table allocating the full $70 million is shown 
in Attachment E. If an agency chooses the credit account option, such accounts would not accrue 
interest to the member agency. 

Another alternative available to the member agencies would be to receive their share of the 
monies in the form of credits on their monthly water bills. If an agency selects this alternative, its 
share would be the same as in the cash/credit account alternative, but would be credited l/12 per 
month over a period of 12 months. It should be noted that under this alternative the member agency 
may experience a significant increase in payments to Metropolitan in January 1998 when the credits 
expire and the readiness-to-serve charge increases by $8 million, 

The recommendations made in this letter are exempt from the California 
Environmental Quality Act because they constitute the creation of government funding mechanisms 
which do not involve any commitment to any specific project which may result in a potentially 
significant physical impact on the environment. 

Attachments 

97-cred4.doc 
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ATTACHMENT A 

METROPOLITAN WATER DlSTRiCT 
SUMMARY OF CASH AND INVESTMENTS 

AS OF JUNE 30,1996 
(Dollars in Millions) 

:uncl Description r Restricted Unrestricted 
Committed Uncommitted 

Funds Impacted 
By Changes 

in Policies (a) 

Operating Funds: 
Working Capital * 
Operation & Maintenance 
Water Transfer 
Water Standby Charge 

$ 175.0 
$ 67.6 

5.2 
0.3 

Yes 
No 
No 
No 

Debt Service Funds: 
Debt Service I & P 
Revenue Bond Reserve 

109.9 No 
15.4 No 

Construction Funds: 
Revenue Bond & Commercial 

Paper Construction 
Pay-As-You-Go 

I i 
?ate Stabilization Funds: 

Water Rate Stabilization 
Water Treatment Surcharge 

75.7 
107.0 $ 130.7 

j 

No 
Yes 
I e 

200.0 
1.3 

Yes 
Yes 

itate Contract Fund 64.6 No 

I’rust & Other Funds 
Trust ** 
Other*** 

148.4 
7.5 34.6 

No 
No 

rotals $ 494.6 $ 517.9 $ 130.7 

Total Unrestricted and Restricted Cash and Investments $ 1,143.2 

*included in the General and Revenue Remainder Funds 

**Including: $138.1 million in General Obligation Refunding Bonds, Al & A2 Escrow Funds. 

***Undistributed Special Deposits, San Joaquin Reservoir, Colorado River Assn. , Six Agency Committee, 
Employees’ Deferred Compensation Fund and Iron Mountain Trust Fund. 

(a) For those funds with “yes”, see Attachment C that explain policy changes to the funds. 
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Summary of Reserves bv Cateqorv 

OPERATING FUNDS include the District’s working capital which is held in the 
General Fund and the Revenue Remainder Fund, currently $175 million (see 
Attachment C). The Operation and Maintenance Fund is required under revenue 
bond covenants and holds 2 months of projected operation and maintenance 
expenditures. The General Fund and the Revenue Remainder Fund are 
unrestricted meaning that monies in these funds can be used for any lawful 
purpose of the District. The Water Revenue Fund is restricted and must be used 
in accordance with revenue bond covenants. 

DEBT SERVICE FUNDS are used to pay the principal and interest on the 
District’s debt (currently general obligation bonds, revenue bonds and 
commercial paper). The revenue bond reserve funds are required under bond 
covenants and provide additional payment security to bondholders. 

CONSTRUCTION FUNDS are designated to pay the design and construction 
costs of the District’s on-going Capital Improvement Program. These funds are a 
combination of current revenues and proceeds from the sale of debt. 

WATER RATE STABILIZATION FUNDS are designated to pay current and 
future operating costs of the District so that water rates increases can be 
reduced. There are two funds, one for basic water rates and one for the water 
treatment surcharge. 

STATE WATER CONTRACT FUNDS are designated for payment of semi-annual 
capital charges under the State Water Contract. 

TRUST AND OTHER FUNDS include the Employee Deferred Compensation 
Fund, the Iron Mountain Landfill Closure/Post Closure Fund, bond refunding 
escrow funds and other restricted funds held for specific purposes. 

Note: See Attachment B for a detailed description of all District reserve funds. 
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ATTACHKENT B 
THE METROPOLITAN WATER 

DISTRICT OF SOUTHERN CALIFORNIA 

Description of Currently Active Funds of the District by Fund Category 

Operating Funds 

. General Fund (Fund No. 1001) 

This fund was established in 1929. This fund contains operating revenues and other 
monies not specifically allocable to other funds and which may be used for general 
purposes of the District. In practice, this fund is used to finance reimbursable works and, 
since 1990, to pay for capital costs incurred under contracts with the Imperial Irrigation 
District (IID) and others for specified water conservation projects. The monies in this 
fund that are not utilized for specified capital payments to IID or for reimbursable works 
are designated working capital funds as part of the minimum working capital balance 
required by Section 5202(a) of the Administrative Code. 

. Water Revenue Fund (Fund No. 1002) 

This fund was established in 1975. Receipts from water sales and standby charges are 
deposited in this fund and are transferred to various other funds in accordance with 
revenue bond and other Board resolutions to pay in order of priority: 

- Operation and maintenance expenditures 

Debt service on outstanding revenue bonds and commercial paper 

Water Standby Charge Fund 

Any other obligations which are charges, liens or encumbrances upon operating 
revenues. 

Monies remaining at the end of each month, after the foregoing transfers, are transferred 
to the Revenue Remainder Fund. 

. Ouerations and Maintenance Fund (Fund No. 1003) 

These funds were established in 1975. This fund is used to pay all operation and 
maintenance expenditures, including State Water Contract operation, maintenance, power 
and replacement charges. The revenue bond resolutions require that, at the beginning of 
each month, monies equal to estimated operation and maintenance expenditures for that 
month and the succeeding month be set aside in these funds, and such amounts represent 
the minimum fund balance requirements specified in Section 5201(f) of the i 
Administrative Code. 

3 

Q g V 1 

These funds were established in 1975. Monies remaining in the Water Revenue Fund a t 
month-end, after meeting the priority expenditures set forth in the bond resolutions, are 
transferred to these funds and may be used for any lawful purpose by the District. As 
specified by Section 5202(a) of the Administrative Code, the required total minimum 
balance to be held collectively in the General Fund and the Revenue Remainder Fund as 
of June 30 of each year shall be equal to the sum of $25 million for emergency repairs and 
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DISTRICT OF SOUTHERN CALIFORNIA 

claims, and $150 million for general purposes in the event that revenues are insufficient to 
pay the costs of the District. Monies in excess of $175 million are transferred to the Pay- 
As-You-Go, Water Rate Stabilization and Water Treatment Surcharge Stabilization 
funds in accordance with the priority outlined in Sections 5202(b)-5202(e) of the 
Administrative Code. 

. Water Standbv Charpe Fund (Fund No. 1005) 

This fund was established in 1992. Revenues attributable to water standby charges are 
transferred to this fund, which is treated as an operating fund for financial reporting 
purposes. Monies in this fund are used exclusively for the purpose for which the water 
standby charge was imposed. 

. Water Transfer Fund (Fund No. 1007) 
..’ 

This fund was established in 1995. This fund is used for the purpose of purchasing water 
through transfers or similar arrangements, and for the costs of filling the Eastside 
Reservoir Project. Any amounts remaining on July 1, 2004 shall be transferred to the 
Water Rate Stabilization Fund. 

Debt Service Funds : . 

Waterworks Revenue Bond Interest and Princiual Fund (Fund No. 2001) 

This fund was established in 1975. This fund is used to pay the debt service (XL revenue 
bonds of the District. The revenue bond resolutions require setting aside in this fund each 
month l/6 of the semiannual interest payments and 1 / 12 of the annual principal payment 
next coming due. Such amounts represent the minimum fund balance requirements 
specified in Section 5201(b) of the Administrative Code. 

ootional Revenue Bond RedemDtion Fund (Fund No. 2006) 

This fund was established in 1985; amended in 1993. This fund is used for the purpose of 
redeeming untendered refunded revenue bonds. In accordance with the refunding revenue 
bond resolutions, the District maintains in this fund amounts sufficient to retire the called 
bonds. 

Water Revenue Bond Service Fund (Fund No. 2009) 

This fund was established in 1991. This fund is used to pay debt service on subordinate 
water revenue bonds after payment of Prior Lien Waterworks Revenue Bonds, including . - 
reimbursement of any payments made by providers of credit as liquidity enhancement for 
the bonds. 

Water Revenue RefundinP Bonds. 1993 Series A Interest and Principal Fund (Fund 
No. 2010) 

This fund was established in 1993. This fund is used to pay debt service on the 

subordinate water revenue refunding bonds after the payment of debt service on Prior Lien 
Waterworks Revenue Bonds. 



Pags 3 of 8 

. 

0 

. 

. 

. 

THE METROPOLITAN WATER 
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Water Revenue Refundinp Bonds. 1993 Series B Interest and Princioal Fund (Fund 

mNiGxuu 

This fund was established in 1993. This fund is used to pay debt service cn the 
subordinate water revenue refunding bonds after payment of Prior Lien Revenue Bonds. 

Water Revenue Refundine Bonds. 1995 Series A Interest and Princioal Fund (Fund 
2012) No. 

This fund was established in 1995. This fund is used to pay the debt service on the 
subordinate water revenue refunding bonds after the payment of debt service a-t Prior Lien 
Revenue Bonds. 

Water Revenue Refundine Bonds. 1996 Series B Interest and Principal Fund (Fund 
20131 No. .c 

This fund was established in 1996. This fund is used to pay the debt service (~1 the 
subordinate water revenue refunding bonds after the payment of debt service on Prior Lien 
Revenue Bonds. 

ter Revenue Refundine Bonds, 1996 Series A Interest and Princioal Fund (Fund 
::. 2014) 

This fund was established in 1996. This fund is used to pay the debt service on the 
subordinate water revenue refunding bonds after the payment of debt service on Prior Lien 
Revenue Bonds. 

Waterworks Revenue Bond Reserve Fund (Fund No. 25011 

This fund was established in 1975. The revenue bond resolutions require the District to 
maintain a fund balance at least equal to 100% of the combined maximum annual debt 
service m all outstanding revenue bonds to the extent that such debt service does not 
exceed $10 million and 50% of the excess of such debt service over $10 million. T,his 
amount represents the minimum fund balance requirement specified in Section 5201(b) of 
the Administrative Code. 
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. Water Revenue Refundine Bonds, 1996 Series B Reserve Fund (Fund No. 2505) 

This fund was established in 1996. Proceeds from the sale of these subordinate bonds, in 
an amount necessary to maintain the Bond Reserve Requirement of fifty percent (50%) of 
the maximum annual debt service, were deposited into this fund. A surety bond was 

purchased in February 1996, thereby eliminating the requirement for this fund in the 
future. 

. 11931 General Oblieation Bond Interest and Redemotion Fund (Fund No. 3001) 

This fund was established in 1932. This fund is used for the payment of principal and 
interest on the 1931 general obligation bonds of the District from ad valorem property tax 

revenues. Section 5201(a) of the Administrative Code requires maintenance of monies at 
each June 30 equal to 18 months’ debt service, less revenues anticipated to be derived from 
the next succeeding tax levy specificaliy for such debt service. 

. 1966 General ObliPation Bond Interest and Principal Fund (Fund No. 3002) 

This fund was established in 1967. This fund is used to pay the debt service (~1 the 
District’s 1966 authorization general obligation bonds from ad valorem property taxes. 
Section 5201(a) of the Administrative Code requires maintenance of monies at each 
June 30 equal to 18 months’ debt service, less revenues anticipated to be derived from the 
next succeeding tax levy specifically for such debt service. 

e Ootional General Oblieation Bond Redemotion Fund (Fund No. 3006) 

This fund was established in 1980; amended in 1993. This fund is used for the purpose of 
redeeming untendered refunded general obligation bonds. The District, in accordance 
with its refunding bond resolutions, must maintain in this fund amounts sufficient to retire 
the called bonds. 

* Series G 1966 General Oblieation Bond Interest and Princioal Fund (Fund No. 3008) 

This fund was established in 1989. This fund is used to pay debt service on the District’s 
1966 general obligation bonds, Series G, from ad valorem property taxes. Section 5201(a) 
of the Administrative Code requires maintenance of monies at each June30 equal to 18 
months’ debt service, less revenues anticipated to be derived from the next succeeding tax 
levy specifically for such debt service. 

0 Water General Oblieation Refundine Bonds, 1993 Series A3 Interest and Princioal Fund 
(Fund No. 3010) . .- 

This fund was established in 1993. This fund is used to pay debt service on the District’s 
1993 Series A3 general obligation refunding bonds. 

. Waterworks General Oblipation Refunding Bonds, 1993 Series B Interest and Princioal 
Fund (Fund No. 3011) 

This fund was established in 1993. This fund is used to pay debt service on the District’s 
1993 Series R general obligation refunding bonds. 
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. Commercial Paper Note Pavment Funds (Funds No. 3501 and No...3502) 

These funds were established in 1991. This fund is used to pay debt service on the 
commercial paper notes of the District. Section 5201(h) of the Administrative Code 
requires the District to deposit amounts in these funds sufficient to pay principal of, and 
interest on, the commercial paper notes as they become due. 

Construction Funds 

. Water Revenue Bonds, Issue of 1992 Construction Funds (Fund No. 40031 

This fund was established in 1992. Net proceeds from the sale of these subordinate 
revenue bonds were deposited in this fund and are used exclusively for the purposes for 
which the bonds were authorized. 

XT. 
. Water Revenue Bonds. 1995 Series A (Fund No. 4005) 

This fund was established in 1995. Net proceeds from the sale of these subordinate 
revenue bonds were deposited in this fund and are used to finance the District’s capital 
improvement program. 

. Series G 1966 General Oblipation Bond Construction Fund (Fund No. 45041 

This fund was established in 1989. Proceeds from the sale of the District’s 1966 general 
obligation bonds, Series G, are allocated to this trust fund and must, by bond resolution, be 
applied exclusively to the purposes for which the bonds were authorized. As specified in 
Section 5201(c) of the Administrative Code, there is III minimum balance requirement for 
this fund. 

. Pav-As-You-Go Fund (Fund No. 50011 

This fund was established in 1988. This fund is used to internally finance a portion of the 
District’s capital improvement program in accordance with Section 5109 of the 
Administrative Code. As specified by Section 5202(b) of the Administrative Code, the 
required minimum balance to be held as of June30 of each year shall be at least equal to 
the amount needed to fund Board-authorized pay-as-you-go expenditures estimated for 
the ensuing fiscal year. Notwithstanding the principal purpose of this fund, amounts 
assigned may be used by the Board for any lawful purposes. 

. Revolvinp Construction Fund (Fund No. 50031 

This fund was established in 1988. Capital expenditures made from this fund are to be 
reimbursed with proceeds from security sales to the extent such expenditures are 
authorized uses of debt proceeds under the Metropolitan Water District Act. As specified 
in Section 5201(g) of the Administrative Code, there is ~KJ minimum balance requirement 
for this fund. 
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. Sommercial PaDer Note Construction Funds (Funds No. 5004 and No. SOW 

These funds were established in 1991. Proceeds from the sale of commercial paper are 
deposited in these funds and a;e applied exclusively to the purposes for which the 
notes were authorized. 

Rate Stabilization Funds 

. Water Rate Stabilization Fund (Fund NO. 5501) 

This fund was established in 1987. This fund is for the principal purpose of reducing 
water revenue requirements in order to smooth water rate adjustments over time. As 
specified in Section 5202(c) of the Administrative Code, amounts that exceed the Board’s 
working capital and internal capital improvement funding requirements on June 30 of each 
year are transferred to this fund, excgpt as required under Section 5202(d). Notwith- 
standing the principal purpose of this fund, amounts assigned may be used by the Board 
for any lawful purpose. 

. Water Treatment Surcharge Stabilization Fund (Fund No. 55021 

This fund was established in 1988. This fund is used for the principal purpose of 
mitigating required increases in the surcharge for water treatment. Notwithstanding the 
principa! purpose of this fund, amounts assigned to this fund may be used by the Board for 
any lawful purpose of the District. After making the required year-end transfer to the 
Water Rate Stabilization Fund required by Section 5202(c) of the Administrative Code, a 
determination is made to identify the portion, if any, of such transferred monies 
attributable to collections of treatment surcharge revenue in excess of water treatment 
cost. Such monies are then transferred to the Water Treatment Surcharge Stabilization 
Fund. If the calculation determines a deficiency in treatment surcharge revenue, a 
transfer of monies will be made for this fund as needed to reimburse amounts used for the 
deficiency. 

State Contract Funds 

. State Contract Fund (Fund No. 57011 

This fund was established in 1960. Items billed the District as capital charges under the 
State Water Contract, including the capital costs of off-aqueduct power facilities, are 
paid from this fund. Revenues from sales of water are transferred to this fund to meet 
most costs, with the residual met from ad valorem property tax revenues and annexation 
fees, as determined by the formula in Chapter 3 of Division IV of the Administrative l 

Code, or Board action. As specified by Section 5201(d) of the Administrative Code, the 
required minimum balance to be held as of June 30 and December 31 of each year shall 
equal the capital payments due on July 1 of the same calendar year and January 1 of the 
following calendar year, respectively. 
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. Soecial Tax Fund (Fund No. 5702) 

This fund was established in 1951. Annexation fees (cash payments and special tax 
collections) are deposited in this fund and are transferred to the State Contract Fund to 
pay a portion of the District’s State Water Contract capital charges. As specified by 
Section 5201 (e) of the Administra live Code, there is no minimum balance requirement for 
this fund. 

Trust and Other Funds 

. Series G 1966 General Obligation Bond Excess EaminPs Fund (Fund No. 6001) 

This fund was established in 1990. This fund is used to separately hold rebatable 
arbitrage interest earnings transferred from the Series G 1966 General Obligation Bond 
Construction Fund, computed on an ariiiual basis in accordance with Federal regulations. 

. Emolovee Deferred Comoensation Fund (Fund No. 6003) 

This fund was established in 1976. Compensation deferred by employees under 
Section 457 of the Internal Revenue Code of 1986, as amended, is held in this fund and is 
withdrawn in accordance with the Plan’s provisions as set forth in Chapter 7 of 
Division VI of the Administrative Code. Monies in this fund are solely the property of 
the District until paid or made available to employees or their beneficiaries. 

0 San Toaauin Reservoir Trust Fund (Fund No. 60041 

This fund was established in 1980. This fund is used solely for the purposes contained in 
the San Joaquin Reservoir Trust Agreement between the District and the other entities 
who share joint ownership of the facility. Annual receipts from each part owner for its 
proportionate share of the approved reservoir expenditures are allocated to this fund for 
payment of operation and maintenance expenses and improvement projects. 

. Iron Mountain Landfill Closure/Postclosure Maintenance Trust Fund (Fund No. 6005) 

This fund was established in 1990. This fund is used as a trust fund to maintain monies to 
be used for the costs of closure and postclosure maintenance of the District’s solid waste 
landfill facility at Iron Mountain, in accordance with regulations of the California 
Integrated Waste Management Board. 

. Waterworks General Oblieation RefundinP Bonds, 1993 Series Al and A2 Escrow An;ount 
W (Fund No. 6011) * .* 

This fund was established in 1993. Proceeds from the sale of the 1993 Series Al and A2 
General Obligation Refunding Bonds are deposited in this fund and used to pay debt 
service on such bonds through March 1, 1999 and March 1, 1996, respectively. At these 
dates, the monies available in the fund will be used to partially refund certain bonds for 
which the 1993 Al and A2 Bonds were issued. 
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THE METROPOLITAN WATER 
DISTRICT OF SOUTHERN CALIFORNIA 

. Waterworks Gene ral Ob 
No. 60171 

This fund was established in 1993. This fund is used to separately hold rebatable 
arbitrage interest earnings computed (XI an annual basis in accordance with Federal 
regulations. 

. Water Revenue Bonds. 1995 Series A Excess EaminPs Fund (Fund No. 60182 

This fund was established in 1995. This fund is used to separately hold rebatable 
arbitrage interest earnings computed (x1 an annual basis in accordance with Federal 
regulations. 

. Commercial Paper Note. Series B Excess Earnines Fund (Fund No. 6019) 
LT 

This fund was established in 1995. This fund is used to separately hold rebatable 
arbitrage interest earnings computed on an annual basis in accordance with Federal 
regulations. 

. Water Revenue Refunding Bonds. 1996 Series A and B Excess Eamines Funds (Funds 
No. 6021 and 6023) 

These funds were established in 1996. These funds are used to separately hold rebatable 
arbitrage interest earnings computed (~1 an annual basis in accordance with Federal 
regulations. 
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ATTACHMENT C 
CHANGES TO WORKING CAPITAL POLICY AT METROPOLITAN 

Prior to 1977: 

l Working Capital reserves were maintained at a level equal to one-third of total 
expenditures for the upcoming fiscal year (not including capital expenditures 
to be paid from bond proceeds). 

i 977-l 978: 

l Concerns grew over declining tax revenues. 
0 Passage of Proposition 13 in 1978. 
l The Board increased working capital levels to 40 percent of expenditures. 

1979: 

l The Board established a formula to set working capital levels equal to: 
l $10 million for emergency repairs and claims, and 
l 25 percent of projected fixed costs to be paid from water revenues. 

l This action resulted in a reduction of working capital levels from $84.2 million 
to $52.5 million. 

l Water rates and tax rates were reduced accordingly. 
l Working Capital was held in three funds: O&M Fund; General Fund: and the 

Water Revenue Remainder Fund. 

i 983-i 985: 

During fiscal year 1982-83, heavy rainfall reduced water sales. 
A revenue shortfall occurred resulting in the use of $30 million from working 
capital reserves to meet current expenditures. 
January 1984: 37 percent mid-year rate increase was imposed by the Board 
to raise required revenue and replenish depleted working capital reserves. 
In August 1984, a study was conducted by staff on working capital policy. 
Study by staff concluded that monies held in the O&M Fund were restricted by 
revenue bond covenants. 
Working Capital was revised to the following: 

l $10 million for emergency repairs and claims, and 
l 25 percent of fixed costs to be paid from water revenues were to be 

held in the General Fund and the Water Revenue Remainder Fund 
(excluding the O&M Fund). 

l Working capital was increased by $30 million. 



1985-l 989: 
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l Higher than anticipated water sales. 
l Build-up of reserves. 
l Creation of Water Rate Stabilization Fund (WRSF) in 1988. 
l Study by staff of working capital policy was conducted. 
l Recommendation from staff study was to discontinue working capital policy 

formula, and set working capital levels at $130 million (including $25 million 
reserve for self-insurance) for five years. 

l The $130 million level was approved by the Board in April 1989. 

1990-l 996: 

Drought years of 1991 and 1992 caused rapid drawdown of reserves held in 
WRSF. 
Study by staff of working capital levels was conducted. 
July 1992: Board approved a $45 million increase in working capital levels. 
In 1992, a Revenue Design Study recommended that working capital be 
maintained based on decreased sales of 500,000 acre-feet, plus an 
emergency reserve, and a six week O&M reserve. 
Working Capital reserves totaled $175 million (including $25 million reserve 
for self-insurance). 
It was determined that the $175 million level approximated the amount that 
would have been held under the old working capital formula. 
Board adopted a goal incorporated within the Strategic Plan to maintain 
working capital at a level to withstand a water sales shortfall of 500,000 acre- 
feet per year, and the resulting water rate increase would be no more than 25 
percent. 
1993-94 Annual Budget: Working capital was increased from $175 million to 
$200 million to offset a 25 percent deficiency in water sales. 
September 1995: $25 million of additional funds held in working capital were 
transferred to the PAYG Fund due to implementation of the readiness-to- 
serve charge. 

Current Workincl Capital Policy: 

l Minimum balance to be held in the General Fund and the Water Revenue 
Remainder Fund as of June 30 of each year is equal to: 

l $25 million for emergency repairs and claims, and 
l $150 million for general purposes in the event that revenues are 

insufficient to pay the costs of the District. 
8 Monies in excess of the $175 million are to be transferred to the WRSF. 
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CHANGES TO WATER RATE STABILIZATION FUNDS 

l Water Rate Stabilization Fund (WRSF) was established in 1988. 
l Water Treatment Surcharge Stabilization Fund (WTSSF) was established in 

1989. 
l Purpose of funds is to set aside monies that may be used to mitigate water 

rate increases in future years. 

1985 - 1987: 

l Record water sales along with increased availability of lower cost Colorado 
River water and reduced costs for power on the State Water Project 
generated additional reserves to MWD. 

1987 - 1990: 

l Original transfer from the Water Revenue Remainder Fund to the WRSF was 
$170 million. 

l Record water sales continued from 1987 to 1990. 
l June 30, 1990: Balance in the stabilization funds totaled $415 million. 

1991 -,l993: 

l Prolonged drought caused water supply shortages and implementation of 
water conservation measures within the District’s service area. 

l Reduced water revenues and high fixed costs to the District (debt obligations 
and payments on the State Water Project) put pressure on water rates. 

l To hold down water rates and ease the impact of the drought, the WRSF was 
drawn down by a total of $380 million from 1991 to 1993. 

1994 - 1996: 

l Build up of cash balances in WRSF. 
l Cost reduction measures. 
l Credits were greater than anticipated from the Department of Water 

Resources. 
l 1995: WRSF cap of $200 million established by the Board. 
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,Current Policv of Water Rate Stabilization Fund: 

l At fiscal year end, the Administrative Code requires the transfer of funds to or 
from the Revenue Remainder Fund to or from the Water Rate Stabilization 
Fund, after complying with the Board’s working capital requirements. 

l Available funds in the WRSF greater than $200 million are transferred to fund 
the pay-as-you-go program. 

l Objectives of $200 million WRSF cap: 
l Adequate funds will still be on hand to mitigate future water rate 

increases. 
l Additional funds will become available to support the Board’s 20% pay- 

as-you-go program without additional rate increases, and reduce debt 
funding requirements. 

l $200 million cap is an estimate of funds required to mitigate water rate 
increases for three to five years. 

Water Treatment Surcharqe Stabilization Fund: 

l Funds are used to mitigate increases in the treatment surcharge. 
l Monies were completely depleted in 1992. 
l Current balance less than $2 million. 

P:\FINSERV\WINWORD\RESVHIST.DOC 
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PAY AS YOU GO FUND 

Pre - 1988: 

Construction programs at the District have been funded by operating 
revenues at various levels. 
Prior to the revenue bond authorization in 1974, 100 percent of the 
construction program was funded from operating revenues in certain years. 
Overall, the construction programs at the District have been funded by a 
combination of short and long term debt financing and through internally 
generated funding (PAYG funding). 
MWD Act limits the amount of revenue bonds the District may have 
outstanding to the amount of equity that is reported on the financial 
statements of the District at the end of the most recently completed fiscal 
year. 

1988 - 1996: 

A PAYG Fund was established in December 1988 from monies available in 
the Water Revenue Remainder Fund. 
In 1988, a study was conducted by staff to determine the optimal level of 
PAYG funding. PAYG levels of ten, twenty, and forty percent were examined. 
Based on the results of the 1988 study, a twenty percent PAYG policy was 
established by the Board. 
Cumulative PAYG expenditures as a percent of the District’s Capital 
Improvement Program from 1988 to 1996 are approximately 20 percent. 
In 1994, a $90 million annual PAYG cap was established at the 
recommendation of staff as part of the revenue requirements process. 
1995: The $200 million cap in the WRSF was established, and additional 
monies during 1995-96 were transferred to the PAYG Fund. 

P:\FINSERV\WINWORD\RESVHIST.DOC 



ATTACHMENT D 

$47.5 Million Member Agency Credit or Cash Payment 

Agency 

1995-96 199596 199596 1995-96 
Connection 

Readiness-To- Maintenance Percent Credit or Cash 
Water Revenue ( l ) Serve Chargb Charge Total Share Payment 

JNAHEIM ; 5,926,981 $ 685,186 $ 53,750 6,665,917 1.23% $ 582,954 
3EVERLY HILLS 4,362,573 $ 396,764 $ 22,500 4,781,837 0.88% $ 418,185 
3URBANK : 5,331,534 $ 685,961 $ 27,000 
ZALLEGUAS MWD 29,618,876 $ 2,834,938 $ 80,750 

g 3ziz:: 1.11% $ 528,608 
5.99% $ 2,845,241 

ZENTRAL BASIN MWD t 24,962,311 $ 2,774,534 $ 255,500 $ 27:992:345 5.15% $ 2,448,Oll 
ZHINO BASIN MWD 11,926,333 $ 1,342,612 $ 102,250 $ 13,371,195 2.46% $ 1,169,349 
SOASTAL MWD ; 12,806,714 $ 1,456,755 $ 37,750 $ 14,301,219 2.63% $ 1,250,682 
ZOMPTON 1 ,018,280 $ 187,443 $ 9,000 $ 1,214,723 0.22% $ 106,231 
EASTERN MWD 16,419,871 $ 1,988,692 $ 94,750 $ 18,503,313 3.41% $ 1,618,168 
FOOTHILL MWD 

t 
2,930,069 $ 315,370 $ 13,500 z 3,258,939 0.60% $ 285,004 

FULLERTON i 2,434,211 $ 360,636 $ 32,500 2,827,347 0.52% $ 247,260 
SLENDALE 9,315,438 $ 932,429 $ 29,500 $ 10,277,367 1.89% $ 898,785 
LAS VIRGENES MWD t 6,168,662 $ 608,039 $ 23,500 $ 6,800,201 1.25% $ 594,697 
LONG BEACH 17,523,021 $ 1,468,307 $ 75,500 $ 19,066,828 3.51% $ 1,667,449 
LOS ANGELES $ 31,374,339 $ 6,922,598 $ 239,750 $ 38,536,687 7.10% $ 3,370,143 
MWD OF ORANGE COUNTY 

% 
59,257,725 $ 6,456,826 $ 442,500 $ 66,157,051 12.18% $ 5,785,623 

PASADENA 4,394,536 $ 424,579 $ 47,250 $ 4,866,365 0.90% $ 425,578 
SAN DIEGO CWA 

: 
131,506,626 $ 15,456,456 $ 272,250 $ 147,235,332 27.11% $ 12,876,151 

SAN FERNANDO 145,173 $ 39,807 $ 2,475 #I 187,455 0.03% $ 16,393 
SAN MARINO 372,866 $ 49,996 $ 3,000 425,862 0.08% $ 37,243 
SANTA ANA 

f 
3,990,787 $ 496,605 $ 18,250 $ 4,505,642 0.83% $ 394,031 

SANTA MONICA $ 1,572,899 $ 183,947 $ 15,125 : 2: z;pz 0.33% $ 154,964 
THREE VALLEYS MWD 19,315,845 $ 2,1?1,878 $ 121,300 3.98% $ 1,889,771 
TORRANCE 

i 
7,789,989 $ 781,297 $ 21,750 $ 8:593:036 1.58% $ 751,486 

UPPER SAN GABRIEL VALLEY ; 4,019,790 $ 712,418 $ 72,500 0.88% $ 420,185 
WEST BASIN MWD 51,448,621 $ 4,728,634 $ 214,500 

$ 5zxz 
10.38% $ 

WESTERN MWD $ 18,070,264 $ 2,217,773 $ 136,550 $ 20:424:587 3.76% $ 
;,;;;,W; 

, , 

TOTAL $ 484,004,334 $ 56,680,480 $ 2,464,950 $ 543,149,764 100.00% $ 47,500,OOO 

(*) : includes water revenues paid by member agencies through the basic, seasonal, and agricultural water rates. Does not include revenues from the 
water treatment surcharge. Treatment surcharge revenues did not exceed the cost of providing treated water service during 799596. 



ATTACHMENT‘ E 

$70 Million Member Agency Credit or Cash Payment 

a- 

1995-96 1995-96 .l995-96 1995-96 

Agency 

LNAHEIM 
IEVERLY HILLS 
URBANK 
:ALLEGUAS MWD 
:ENTRAL BASIN MWD 
:HINO BASIN MWD 
:OASTAL MWD 
:OMPTON 
:ASTERN MWD 
OOTHILL MWD 
ULLERTON 
iLENDALE 
AS VIRGENES MWD 
ONG BEACH 
OS ANGELES 
IWD OF ORANGE COUNTY 
‘ASADENA 
‘AN DIEGO CWA 
NAN FERNANDO 
‘AN MARINO 
SANTA ANA 
‘ANTA MONICA 
HREE VALLEYS MWD 
ORRANCE 
IPPER SAN GABRIEL VALLEY 
ilEST BASIN MWD 
JESTERN MWD 

Connection 
Readiness-To-Serve Maintenance Credit or Cash 

Water Revenue ( l ) Charge Charge Total Percent Share Payment 

5,926,981 $ 685,186 $ 53,750 6,665,917 1.23% $ 859,089 
4,362,573 $ 396,764 $ 22,500 4,781,837 0.88% $ 616,273 

: 5,331,534 $ 685,961 $ 27,000 t 326’~::J~~: 1.11% $ 779,002 
29,618,876 $ 2,834,938 $ 80,750 5.99% $ 4,192,986 

: 24,962,311 $ 2,774,534 $ 255,500 $ 27:992:345 5.15% $ 3,607,595 
11,926,333 $ 1,342,612 $ 102,250 $ 13,371,195 2.46% $ 1,723,252 

: 12,806,714 $ 1,456,755 $ 37,750 $ 14,301,219 2.63% $ 1,843,111 
1 ,018,280 $ 187,443 $ 9,000 t Liz:; 0.22% $ 156,551 

: 16,419,871 $ 1,988,692 $ 94,750 1 3.41% $ 2,384,668 
2,930,069 $ 315,370 $ 13,500 : 3:258:939 0.60% $ 420,005 

: 
2,434,211 $ 360,636 $ 32,500 2,827,347 0.52% $ 364,383 
9,315,438 $ 932,429 $ 29,500 $ 10,277,367 1.89% $ 1,324,525 

: 6,168,662 $ 608,039 $ 23,500 
17,523,021 $ 1,468,307 $ 75,500 

: 1.25% $ 876,396 
1 

~~zzz! 
3.51% $ 2,457,293 

: 31,374,339 $ 6,922,598 $ 239,750 $ 38:536:687 7.10% $ 4,966,527 
59,257,725 $ 6,456,826 $ 442,500 $ 66,157,051 12.18% $ 8,526,182 

: 4,394,536 $ 424,579 $ 47,250 0.90% $ 627,167 
131,506,626 $ 15,456,456 $ 272,250 

: 14f~z’;:~ 
27.11% $ 18,975,380 

145,173 $ 39,807 $ 2,475 ‘187:455 0.03% $ 24,159 : 
372,866 $ 49,996 $ 3,000 

: 
425,862 0.08% $ 54,884 

$ 3,990,787 $ 496,605 $ 18,250 : 4,505,642 0.83% $ 580,678 
: 1,572,899 $ 183,947 $ 15,125 1,771,971 0.33% $ 228,368 

19,315,845 $ 2,171,878 $ 121,300 $ 21,609,023 3.98% $ 2,784,925 
7,789,989 $ 781,297 $ 21,750 8,593,036 1.58% $ 1 ,107,452 

: 4,019,790 $ 712,418 $ 72,500 : 4,804,708 0.88% $ 619,221 
,i 51,448,621 $ 4,728,634 $ 214,500 $ 56,391,755 10.38% $ 7,267,651 

18,070,264 $ 2,217,773 $ 136,550 $ 20,424,587 3.76% $ 2,632,278 

rOTAL $ 484,004,334 $ 56,680,480 $ 2,464,950 $ 543,149,764 100.00% $ 70,000,000 

(*) : Includes water revenues paid by member agencies through the basic, seasonal, and agricultural water rates. Does not include revenues from the 
water treatment surcharge. Treatment surcharge revenues did not exceed the cost of providing treated water service during 1995-96. 



ATTACHMENT F 

F/y 
END 

PAYGO SUMMARY 
(In $Thousands) 

ANNUAL ANNUAL 
PAYGO CIP 

AMOUNTS AMOUNTS 

1989 $10,978 
1990 49,198 
1991 40,718 
1992 31,077 
1993 16,174 
1994 37,394 
1995 87,729 
1996 57,266 

TOTAL 

$54,760 
147,156 
200,286 
175,754 
264,628 
227,730 
279,192 
380,220 % 

--------_--_______ _----------_______ 

$1,729,726 19.11% 

1997 107,000 466,600 
+ Addn. PAYG 1,700 

108,700 
-----------w-mm 

TOTAL $439,234 $2,196,326 20.00% 

1998 140,000 800,000 
+ Addn. PAYG 20,800 

-------w---D--- 

160,800 
-------m------_ --------__________ 

TOTAL $600,034 $2,996,326 20.00% 



ATTACHMENT G 

THE METROPOLITAN WATER DISTRICT 
OF SOUTHERN CALIFORNIA 

RESOLUTION 

RESOLUTION OF THE BOARD OF DIRECTORS 
OF THE METROPOLITAN WATER DISTRICT OF 

SOUTHERN CALIFORNIA 
APPROVING USE OF REVENUES FROM 

FISCAL YEAR 199596 

WHEREAS, to provide for accountability of public moneys in accordance with 
applicable federal and state laws and regulations, bond covenants, tax and non-arbitrage 
certificates and related documents, Metropolitan’s Administrative Code establishes certain 
funds in Metropolitan’s Treasury; 

WHEREAS, Section 5202(c) of Metropolitan’s Administrative Code requires 
that amounts remaining in the Revenue Remainder Fund and General Fund collectively in each 
year, after meeting requirements for funding of working capital, self-insured retention and 
Pay-As-You-Go Fund expenditures for the next fiscal year, shall be transferred to the Water 
Rate Stabilization Fund; 

WHEREAS, moneys in the Water Rate Stabilization Fund are for the principal 
purpose of reducing water revenue requirements, and also are available for any other lawful 
purpose of Metropolitan, provided that Metropolitan is then in compliance with its bond and 
commercial paper note covenants, as set forth in Resolution 8329, as amended, and 
Resolution 8322, as amended (collectively, the “Bond and Note Resolutions”); 

WHEREAS, at June 30, 1996, and as of the date of this Resolution, 
Metropolitan is in compliance with its bond and note covenants (as provided in the Bond and 
Note Resolutions); 

WHEREAS, at June 30, 1996, the amount remaining in the Revenue 
Remainder Fund and General Fund collectively and required to be transferred to the Water 
Rate Stabilization Fund pursuant to Section 5202(c) of the Administrative Code was 
$70,809,000; 

WHEREAS, such amount was generated as a result of reduced expenditures 
by Metropolitan; 
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WHEREAS, at June 30, 1996, the Water Rate Stabilization Fund balance was 
the maximum balance of $200 million, which required the $70,809,000 to be transferred in 
turn to the Pay-As-You-Go Fund pursuant to Sections 5202(c) and (e) of the Administrative 
Code; 

WHEREAS, using amounts in the Water Rate Stabilization Fund to mitigate 
future rate increases generally provides benefits to water purchasers who purchase water in 
the years in which rates are mitigated; 

WHEREAS, it is within the discretion of this Board to allocate rate mitigation 
funds so as to more directly benefit the member public agencies whose water purchases 
assisted in the generation of such funds; and 

WHEREAS, pursuant to Administrative Code Section 5 109, amounts in the 
Pay-As-You-Go Fund may be used for capital expenditures of Metropolitan, and other lawful 
expenditures as determined by the Board. 

NOW THEREFORE, the Board of Directors of The Metropolitan Water 
District of Southern California does hereby resolve, determine and order as follows: 

Section 1. That on June 30, 1996, Metropolitan was, and that Metropolitan 
currently is, in compliance with its bond and note covenants (as provided in the Bond and 
Note Resolutions). 

Section 2. That the balance in the Revenue Remainder and General Funds on 
June 30, 1996, after satisfying all obligations for funding by Metropolitan which were then due 
and payable, equaled $70,809,000. 

Section 3. That such $70,809,000 was appropriately transferred by the 
Treasurer to the Water Rate Stabilization Fund and then, because the Water Rate Stabilization 
Fund held the maximum balance set by this Board, to the Pay-As-You-Go Fund. 

Section 4. That amounts in the Pay-As-You-Go Fund may be used for any 
lawful purpose, as determined by this Board. 

Section 5. That such lawful purposes include mitigation of water rate 
increases and other costs which must be borne by Metropolitan’s member public agencies. 

Section 6. That this Board finds that the public interest and necessity require 
that $70 million of the funds transferred to the Pay-As-You-Go Fund, as described in Section 
3 of this Resolution, be used to mitigate costs of imported water for the benefit of 
Metropolitan’s member public agencies. 

Section 7. That this Board finds that in the interests of equity among member 
public agencies, such $70 million should benefit Metropolitan’s member public agencies in 

-2- 
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proportion to the amounts that they paid to Metropolitan through water revenues, readiness- 
to-serve charges and connection maintenance charges in fiscal year. 1995-96. 

Section 8. That the proportionate amount of such $70 million allocable to 
each member public agency, calculated as described in Section 7 of this Resolution, shall be as 
follows: 

Proportionate Credit or Cash 
MEMBER AGENCY Amount (%) Payment 

City of Anaheim 1.23% $ 859,089 
City of Beverly Hills 0.88% $ 616,273 
City of Burbank 1.11% $ 779,002 
Calleguas MWD 5.99% $ 4,192,986 
Central Basin MWD 5.15% $ 3,607,595 
Chino Basin MWD 2.46% $ 1,723,252 
Coastal MWD 2.63% $ 1,843,111 
City of Compton 0.22% $ 156,551 
Eastern MWD 3.41% $ 2,384,668 
Foothill MWD 0.60% $ 420,005 
City of Fullerton 0.52% $ 364,383 
City of Glendale 1.89% $ 1,324,525 
Las Virgenes MWD 1.25% $ 876,396 
City of Long Beach 3.51% $ 2,457,293 
City of Los Angeles 7.10% $ 4,966,527 
MWD of Orange County 12.18% $ 8,526,182 
City of Pasadena 0.90% $ 627,167 
San Diego CWA 27.11% $18,975,380 
City of San Fernando 0.03% $ 24,159 
City of San Marino 0.08% $ 54,884 
City of Santa Ana 0.83% $ 580,678 
City of Santa Monica 0.33% $ 228,368 
Three Valleys MWD 3.98% $ 2,784,925 
City of Torrance 1.58% $ 1,107,452 
Upper San Gabriel Valley MWD 0.88% $ 619,221 
West Basin MWD 10.38% $ 7,267,65 1 
Western MWD of Riverside 3.76% $ 2,632,278 
ALL MEMBER PUBLIC AGENCIES 100.00% $70,000,000 

Section 9. That such funds may be allocated among the member public 
agencies, either as a cash payment or in the form of a credit to be used, at the time and in the 
manner designated by each member public agency, against any rates or charges to be paid by 
the member public agency to Metropolitan. 

Section 10. That the allocation and distribution of such funds as provided in 
this Resolution is a lawful expenditure for the benefit of Metropolitan and its member public 
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agencies and will not adversely affect the interests of the holders of Metropolitan’s water 
revenue bonds or commercial paper notes. 

Section 11. That the General Manager and the General Counsel are hereby 
authorized to do all things necessary and desirable to accomplish the purposes of this 
Resolution. 

I HEREBY CERTIFY that the foregoing is a full, true and correct copy of a 
Resolution adopted by the Board of Directors of The Metropolitan Water District of Southern 
California, at its meeting held on January 14, 1997. 

Executive Secretary 
The Metropolitan Water District 

of Southern California 
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ATTACHMENT H 

THE METROPOLITAN WATER DISTRICT 
OF SOUTHERN CALIFORNIA 

RESOLUTION 

RESOLUTION OF THE BOARD OF DIRECTORS 
OF THE METROPOLITAN WATER DISTRICT ‘OF 

SOUTHERN CALIFORNIA 
APPROVING USE OF REVENUES FROM 

FISCAL YEAR 1995-96 

WHEREAS, to provide for accountability of public moneys in accordance with 
applicable federal and state laws and regulations, bond covenants, tax and non-arbitrage 
certificates and related documents, Metropolitan’s Administrative Code establishes certain 
funds in Metropolitan’s Treasury; 

WHEREAS, Section 5202(c) of Metropolitan’s Administrative Code requires 
that amounts remaining in the Revenue Remainder Fund and General Fund collectively in each 
year, after meeting requirements for funding of working capital, self-insured retention and 
Pay-As-You-Go Fund expenditures for the next fiscal year, shall be transferred to the Water 
Rate Stabilization Fund; 

WHEREAS, moneys in the Water Rate Stabilization Fund are for the principal 
purpose of reducing water revenue requirements, and also are available for any other lawful 
purpose of Metropolitan, provided that Metropolitan is then in compliance with its bond and 
commercial paper note covenants, as set forth in Resolution 8329, as amended, and 
Resolution 8322, as amended (collectively, the “Bond and Note Resolutions”); 

WHEREAS, at June 30, 1996, and as of the date of this Resolution, 
Metropolitan is in compliance with its bond and note covenants (as provided in the Bond and 
Note Resolutions); 

WHEREAS, at June 30, 1996, the amount remaining in the Revenue 
Remainder Fund and General Fund collectively and required to be transferred to the Water 
Rate Stabilization Fund pursuant to Section 5202(c) of the Administrative Code was 
$70,809,000; 

WHEREAS, such amount was generated as a result of reduced expenditures 
by Metropolitan; 
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WHEREAS, at June 30, 1996, the Water Rate Stabilization Fund balance was 
the maximum balance of $200 million, which required the $70,809,000 to be transferred in 
turn to the Pay-As-You-Go Fund pursuant to Sections 5202(c) and (e) of the Administrative 
Code; 

WHEREAS, using amounts in the Water Rate Stabilization Fund to mitigate 
future rate increases generally provides benefits to water purchasers who purchase water in 
the years in which rates are mitigated; 

WHEREAS, it is within the discretion of this Board to allocate rate mitigation 
funds so as to more directly benefit the member public agencies whose water purchases 
assisted in the generation of such funds; and 

WHEREAS, pursuant to Administrative Code Section 5109, amounts in the 
Pay-As-You-Go Fund may be used for capital expenditures of Metropolitan, and other lawful 
expenditures as determined by the Board. 

NOW THEREFORE, the Board of Directors of The Metropolitan Water 
District of Southern California does hereby resolve, determine and order as follows: 

Section 1. That on June 30, 1996, Metropolitan was, and that Metropolitan 
currently is, in compliance with its bond and note covenants (as provided in the Bond and 
Note Resolutions). 

Section 2. That the balance in the Revenue Remainder and General Funds on 
June 30, 1996, after satisfying all obligations for funding by Metropolitan which were then due 
and payable, equaled $70,809,000. 

Section 3. That such $70,809,000 was appropriately transferred by the 
Treasurer to the Water Rate Stabilization Fund and then, because the Water Rate Stabilization 
Fund held the maximum balance set by this Board, to the Pay-As-You-Go Fund. 

Section 4. That amounts in the Pay-As-You-Go Fund may be used for any 
lawful purpose, as determined by this Board. 

Section 5. That such lawful purposes include mitigation of water rate 
increases and other costs which must be borne by Metropolitan’s member public agencies. 

Section 6. That this Board finds that the public interest and necessity require 
that $47.5 million of the funds transferred to the Pay-As-You-Go Fund, as described in 
Section 3 of this Resolution, be used to mitigate costs of imported water for the benefit of 
Metropolitan’s member public agencies. 

Section 7. That this Board finds that in the interests of equity among member 
public agencies, such $47.5 million should benefit Metropolitan’s member public agencies in 
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proportion to the amounts that they paid to Metropolitan through water revenues, readiness- 
to-serve charges and connection maintenance charges in fiscal year 1995-96. 

Section 8. That the proportionate amount of such $47.5 million allocable to 
each member public agency, calculated as described in Section 7 of this Resolution, shall be as 
follows: 

MEMBER AGENCY 
City of Anaheim 
City of Beverly Hills 
City of Burbank 
Calleguas MWD 
Central Basin MWD 
Chino Basin MWD 
Coastal MWD 
City of Compton 
Eastern MWD 
Foothill MWD 
City of Fullerton 
City of Glendale 
Las Virgenes MWD 
City of Long Beach 
City of Los Angeles 
MWD of Orange County 
City of Pasadena 
San Diego CWA 
City of San Fernando 
City of San Marino 
City of Santa Ana 
City of Santa Monica 
Three Valleys MWD 
City of Torrance 
Upper San Gabriel Valley MWD 
West Basin MWD 
Western MWD of Riverside 
ALL MEMBER PUBLIC AGENCIES 

Proportionate 
Amount (%) 

1.23% 
0.88% 
1.11% 
5.99% 
5.15% 
2.46% 
2.63% 
0.22% 
3.41% 
0.60% 

0.52% 
1.89% 

1.25% 
3.51% 
7.10% 
12.18% 
0.90% 

27.11% 
0.03% 
0.08% 

0.83% 
0.33% 
3.98% 

1.58% 
0.88% 

10.38% 
3.76% 

100.00% 

Credit or Cash 
Payment 
$ 582,954 
$ 418,185 
$ 528,608 
$ 2,845,241 
$ 2,448,Oll 
$ 1,169,349 
$ 1,250,682 
$ 106,231 
$ 1,618,168 
$ 285,004 
$ 247,260 
$ 898,785 
$ 594,697 
$ 1,667,449 
$ 3,370,143 

$ 5,785,623 
$ 425,578 

$12,876,151 
$ 16,393 
$ 37,243 
$ 394,031 
$ 154,964 
$ 1,889,771 

$ 751,486 
$ 420,185 
$ 4,931,620 
$ 1,786,189 

$47.500.000 

Section 9. That such funds may be allocated among the member public 
agencies, either as a cash payment or in the form of a credit to be used, at the time and in the 
manner designated by each member public agency, against any rates or charges to be paid by 
the member public agency to Metropolitan. 

Section 10. That the allocation and distribution of such funds as provided in 
this Resolution is a lawful expenditure for the benefit of Metropolitan and its member public 
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agencies and will not adversely affect the interests of the holders of Metropolitan’s water 
revenue bonds or commercial paper notes. 

Section 11. That the General Manager and the General Counsel are hereby 
authorized to do all things necessary and desirable to accomplish the purposes of this 
Resolution. 

I HEREBY CERTIFY that the foregoing is a full, true and correct copy of a 
Resolution adopted by the Board of Directors of The Metropolitan Water District of Southern 
California, at its meeting held on January 14, 1997. 

Executive Secretary 
The Metropolitan Water District 

of Southern California 
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