M NUTES
REGULAR MEETI NG OF THE
BOARD OF DI RECTORS
THE METROPOLI TAN WATER DI STRI CT OF SOUTHERN CALI FORNI A

APRI L 9, 2002

44818 The Board of Directors of The Metropolitan Water
District of Southern California nmet in Regular Meeting in the
Board Room | ocated in the building at 700 North Al aneda Street
inthe City of Los Angeles, State of California, on Tuesday,
April 9, 2002.

The Meeting was called to order by Chairman Pace at
10:10 a. m

44819 The Meeting was opened with an invocation by Ronald C
Pal mer, General Manager, Foothill Municipal Water D strict.
44820 The Pl edge of Allegiance to the Flag was given, |ed by
Director Betty H Harris.

44821 Secretary Coughran called the roll. Those answering
present were: Directors Abdo, Ashley, Ball, Bannister, Bl ake,

Brick, Brown, Coughran, De Jesus, Edwards, Fellow, Fol ey,
Harris, Hansen, Kwan, Lewi s, Loveland, Mjia, Mrse, M/l ne,
Ownen, Pace, Rez, Stanton, Swan, Troxel, Win, and Wi ght.

Those not answering were: Directors Castro (entered
10:17 a.m), G andsen, Herman, Luddy, Morris, Mirray, Peterson
(entered 10:56 a.m), and Parker.

The Chair declared a quorum present.

44822 Di rector Edwards wel coned Herbert Stickney, fornmer
Director on Metropolitan's Board.
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44823 At 10:14 a.m, the Chair called a public hearing to
recei ve coments on the proposed standby charge for Annexation
No. 77 to Calleguas Municipal Water District.

No nmenbers of the public responded; and after
tabul ati on of the ballots was conpleted, and with no protests
filed, the Chair closed the public hearing at 10:15 a. m

44824 At 10:16 a.m, the Chair called a public hearing to
recei ve coments on the proposed water standby charge for fisca
year 2002/ 03.

Chairman Pace invited interested parties to conment on
t he proposed water standby charge for fiscal year 2002/03. No
nmenbers of the public responded. The Chair declared the public
hearing closed at 10:16 a.m, stating that the Board's fi nal
action on the proposed charge is expected to take place at its
regul ar nonthly neeting on May 14, 2002.

44825 Chai rman Pace invited nenbers of the public to address
the Board on matters within the Board' s jurisdiction. No
menbers of the public responded.

44826 There being no objection, the Chair ordered the
readi ng of the Mnutes of the Meeting of March 12, 2002,
di spensed with, a copy having been nmailed to each Director.

Director Bl ake noved, seconded by Director Edwards and
carried, approving the foregoing Mnutes as nuail ed.

44827 Director Hansen noved, seconded by Director Bl ake and
carried, authorizing a thirty-day | eave of absence for D rector
Bonny L. Herman, commencing April 5, 2002.

44828 Director Bl ake noved, seconded by Director Stanton and
carried, authorizing preparation of a Conmendatory Resol ution
for former Director George E. Battey, Jr., who represented the
City of Burbank.

Director Castro took his seat at 10:17 a.m
44829 The Chair announced he has fornmed a work group with

Director Castro and Vice Chairnman Fol ey to di scuss benchmarki ng
for the four departnent heads reporting to the Board. The
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purpose is to establish an evaluation process nore in line with
how t he performance of executives are managed and rewarded at
Fortune 1000 conpanies. An outside consultant will be hired to
help in this endeavor, and it is the intent to have this work
conpl eted before the end of this fiscal year

The Chair also stated he will be establishing a
subconm ttee of the Asset, Real Estate and Infrastructure Policy
Commttee, to be called the Dianond Val |l ey Lake Recreation
Devel opnent Subcomm ttee. The subcommttee will exist for about
two years, and its purpose is to develop a policy for the
devel opment and operation of recreational facilities at D anond
Val | ey Lake.

44830 Chai rman Pace reported that on March 15, 2002, in
cooperation with the Western Center Foundation, Metropolitan
hosted a dinner with city officials of Hemet, San Jacinto, and
Ri verside to cel ebrate the begi nning of work on the nuseuns for
the Southern California Water Education Center and the Wstern
Center. The architects and designers for the nmuseuns were
introduced. On March 16 and 17 events were scheduled to

cel ebrate the dedication cerenony of the Cayton A Record, Jr.
Vi ewpoi nt at Di anond Valley Lake. On April 3, at the request of
Depart ment of WAter Resource Director Tom Hanni gan, the Chairman
participated in a Water Recycling Task Force to discuss water
recycling, groundwater recovery, desalination, and water
conservation. Due to conflicts in the Task Force schedul e of
nmeeti ngs, Chairnman Pace stated he would request Director John
Morris to attend these neetings on behalf of Metropolitan.

Chai rman Pace announced that the Chief Executive
O ficer's nenorandum on perchlorate would be nmailed to al
Di rectors.

44831 Regardi ng the Col orado River, Bay-Delta and CALFED
matters, and the summary of District activities, Chief Executive
Oficer Gastelumreferred to his fiscal year 2001/02 Business

Pl an--Third Quarter Update signed April 3, 2002, which was
distributed earlier.

Chi ef Executive Oficer Gastelumreported on the
Col orado River issues currently taking place. A critical period
in tinme has now been reached where decisions on the
Quantification Settlenment Agreenent (QSA) have to be nade by the
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United States Secretary of the Interior and state officials.

All parties involved are engaged in discussions on how best to
proceed. On the federal level, there is still proposed

| egislation. On April 11 Dennis Underwood, Vice President,

Col orado River Resources, and representatives from San D ego
County Water Authority, Coachella Valley Water District, and

I nperial Irrigation District will neet with Senator Feinstein
and possibly other federal officials to try and craft
appropriate federal legislation to allow the transfer of water
fromlnperial to Coachella to go forward. On the state |eve
nmeeti ngs have been occurring with Senator Kuehl, discussing the
transfer, the Salton Sea inpacts that have been identified, and
anendnents to the fully protected species laws in California.
Senat or Kuehl currently has pending | egislation regarding fully
protected species and the California Endangered Species Act.
There are concerns with this |egislation by the "regul at ed
comuni ty” and environnmental organi zations. Because of the tine
factor in order to facilitate the QSA by the end of this year,
it is hoped that Senator Kuehl will consider |egislation that
only deals with the issues on the Colorado River relative to the
transfer. D scussions are also taking place with Inperial
regarding a fall ow ng program

On the Bay-Delta and State Water Project matters,
Chi ef Executive Oficer Gastelumreferenced the presentation
given at the Water Planning, Quality and Resources Conm ttee
meeting yesterday by Tinothy Quinn, Vice President, State Water
Proj ect Resources, on the status of CALFED, the Phase 8
negoti ati ons, and the Monterey negotiations. Overall progress
has been nade, but the key point at this time is the federal
| egi sl ati on pending in Congress--the Calvert bill in the House
and the Boxer-Feinstein bill in the Senate. The Metropolitan
Directors, staff, and outside business organi zations have held
nmeetings with federal officials, inpressing themwth the
urgency of CALFED | egi sl ation being passed this year. At a
m nimum the | egislation should provide for authorization of the
Record of Decision. M. Gastelumreferred to his neno dated
April 4, 2002, transmtting a white paper prepared by Vice
Presi dent Quinn on the Environnmental Water Account (EWA), a key
point of the CALFED initiative. This paper explains why the EWA
is not only inmportant to Metropolitan but to water users
t hroughout the state.
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Rel ative to Metropolitan's activities, Chief Executive
Oficer Gastelumreferred to his third quarter update. He
identified the goals that were included in his business plan,
whi ch were approved by the Board. Those goals were covered
under the Strategic Plan, the Colorado R ver, the State Water
Project, and Busi ness Managenent/Water Services. These goals
are explained in detail in his report.

Regar di ng di scussions taking place relative to
eval uation of the four departnments, Chief Executive Oficer
Gast el um acknowl edged t hat besi de his general goals, the Board
is expecting nore detailed reports on business netrics and the
netrics of operational activities.

Vi ce Chairman Fol ey reported on activities of the
Col orado River Board. He announced the passing on April 7,
2002, of Virgil Jones, chairman of the Col orado Ri ver Board of
California, and trustee of Palo Verde Irrigation District. Vice
Chai rman Fol ey asked that today's Board Meeting be adjourned in
menory of M. Jones. M. Jones was instrunental in the Palo
Verde transfer with Metropolitan.

Vi ce Chai rman Fol ey announced there is a prognosis for
the River that shows a decline in storage at Lake Mead and Lake
Powell and inflowinto the River will be about 38 percent of
average. It is expected that Metropolitan wll have a ful
aqueduct for the upcom ng year, and that River storage wll be
down to about 42 mllion acre-feet. As a result of the 1988
conservation agreenent with Inperial, Mtropolitan wll receive
al nost 105, 000 acre-feet of conserved water. Metropolitan's
storage in Dianond Valley Lake is 680,600 acre-feet, which is
86 percent and the |ake is expected to be full by the end of the
year. On the lining of the Coachella Canal, Metropolitan is
awai ting the final sign off by the director of the California
Department of Fish and Gane regarding mtigation requirenents of
t he project.

44832 Regardi ng Legal Departnent activities, General Counsel
Kightlinger referred to his activity report dated March 28,

2002, and his Business Plan and Objectives—Fhird Quarter Update,
dated April 8, 2002. On Colorado River matters in regard to the
fully protected species and the California Endangered Species
Act (ESA), the Legal Departnent has spent a significant anount
of time in the past nonth in Sacranento on these issues. This
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has become an annual ritual where there is an effort to work
sonme changes into the California ESA. The "regul ated community"
consi sting of groups representing the interests of tinber,

housi ng, manufacturing, etc. versus the environnental groups
have reached a point of stalemate in the California Legislature,
and every year these bills get nowhere. However, these

di fferent groups have agreed that the state needs to nove
forward on Colorado River issues. Permts are required for sone
of the prograns and both groups have been focusing on Col orado
River matters as the vehicle that can push through their view of
reform Metropolitan is working closely with the Departnent of
Fish and Gane, as well| as several authors' offices.

General Counsel Kightlinger also reported that
Metropolitan is working with the Departnent of WAater Resources
(DWR) on a nedi ation taking place with Southern California
Edi son (SCE). During the recent energy crisis, in the contracts
bet ween DWR and SCE there was a significant anount of noney that
DWR had to pay to procure energy. During the sane period SCE
was not supplying the sane anobunt of energy that DWR believes it
was required to under the contracts. DWR nmaintains that SCE did
not supply the energy so SCE could sell the energy el sewhere.
This may have resulted in over $100 nmillion in additional
expenses on energy costs to DWR, which rebounds to Metropolitan
primarily. The nediation is set for later this nonth, but may
be conti nued.

Besi des apprising the Legal, d ains and Personnel
Comm ttee on admnistrative matters in the Legal Departnent,
General Counsel Kightlinger reported that he has officially
naned two assi st ant s—Sydney Benni on and Henry Barbosa. The
departnent has al so added a new attorney, Adam Kear, who passed
the Bar recently and who fornerly worked in the Planning
Department and was on |oan to the Legal Departnent in the past
year.

44833 Chai rman Pace announced that starting with the My
meeting, the General Auditor and the Ethics Oficer would update
the Board on their nonthly activities.

44834 The reports of the Standing Conmittees are as foll ows:

Chai rman Pace reported the Executive Commttee, at its
meeting on March 26, authorized the preparation of a
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comendatory resolution for former Director Battey, and approved
Agenda Itenms 8-6, 8-7, and 8-8, all relating to annexations.

Wat er Systens Qperations Assistant Manager Rigdon gave a report
on the status of Metropolitan's security guard service contract.
He stated the current contract woul d be extended through the end
of this fiscal year. The commttee heard reports fromthe
Subcomm ttee on Rules and Ethics, fromthe Ethics Oficer, and
fromVice Chairman Foley on activities of the Col orado River
Board. Chief Executive Oficer Gastelum provided the committee
with an outline of his proposed goals and objectives for fiscal
year 2002/ 03. The conmittee reviewed the Chief Executive

O ficer's evaluation and pay-for-performance and nade a
reconmmendation for the Board to consider at today's Board
Meet i ng.

Asset, Real Estate and Infrastructure Policy Committee
Vi ce Chai rman Banni ster reported the conmittee approved Agenda
Item 8-2 and the recommendation for Site 2 in ltem8-1. Site 1
inltem8-1 was tabled. The conmttee heard presentations on
(a) the Request for Qualifications process to seek services of a
firmto provide planning, entitlenment and devel oper consultation
services for the Dianond Vall ey Lake Recreation project; and
(b) the Riverside County Integrated Plan, focusing on the
potential inpacts of the plan on Metropolitan's real property in
western Riverside County. Review of the conputer resources
operating policy was deferred to the May agenda.

Budget, Finance and Investnment Conmittee Chairnman
Castro reported the conmttee had a detail ed discussion on the
Asset Repl acenent Study. The conmittee heard an initial
presentation on the 401(k) and 457 savings plans and w ||
continue this discussion at an adjourned neeting schedul ed for
10: 00 a. m, Tuesday, April 16, 2002.

Communi cations, Qutreach and Legislation Commttee
Chai rman Fell ow reported the commttee heard a report on siXx
proposed | egislative water bonds in various stages of
devel opnment, and voted to table any action on these until they
had devel oped further (Agenda Item 9-3). Agenda Item 9-4, the
California fully Protected Species issue (SB 482-Kuehl) was
w thdrawn fromthe agenda. A status report was given on Agenda
Item 9-2, the proposed anendnents to AB 2734 (Pavley) relating
to water conservation. Chief Operating Oficer Tait testified
about the potential for a terrorist biochem cal attack on water
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supplies at a hearing for the House Commttee on Governnent
Reform On March 21-22 Mary Nichols, Secretary of the Resources
Agency, and Metropolitan's senior staff menbers toured three

wat ershed projects. On April 6 Metropolitan hosted a water fair
at Eliot Mddle School in Altadena, attended by about 1,000
students and their famlies. On April 11 Metropolitan will host
its 5'" annual Student Water Forum wth 200 secondary students
from 17 different high schools attending to debate water issues.
Metropolitan's External Affairs staff won an award for its
internal newsletter Peoplelnteractive, which swept top honors in
t he annual Enpl oyee Newsl etter conpetition by the League of
Anmer i can Conmmuni cations Professionals. The |egislative
representatives in Washington, D.C. and Sacranento gave reports
on current activities.

Engi neering and Operations Commttee Chairman Ashl ey
reported the conmttee approved Agenda Itens 8-9 and 9-1, and
requested that Agenda Item 9-1 be added to the Consent Cal endar.
The conmittee heard reports on the Inland Feeder Program the
Desal i nati on Research Innovative Partnership (DRI P), the Lake
Mat hews Qutlet Facilities Project, and the Oxidation Retrofit
Program at Jensen and MIls. Committee Chairman Ashl ey
announced the Engi neering and Operations inspection trip wll
t ake pl ace on Wednesday and Thursday, May 22 and 23.

Director Peterson took his seat at 10:56 a.m

Legal, dains and Personnel Committee Chairman Oaen
reported the commttee approved Agenda Itens 8-3 and 8-4, and
heard reports on the Di anond Val |l ey Lake Recreation pl an
proposal and the MAPA negotiations in closed session.

Water Planning, Quality and Resources Committee
Chai rman Morse reported the commttee heard reports on (a) the
Bay-Delta and State Water Project matters, (b) activities to
i nprove Lake Perris water quality and operations, (c) the 2002
I nt egrated Resources Plan update, and (d) the Water Surplus and
Dr ought Managenent Pl an update. Followup itens were requested
on issues related to perchlorate, potential storage options once
existing storage is full, and Col orado River rel ated
environmental issues in Mexico.
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Director Ball noved, seconded by Vice Chairman Fol ey
and carried, and the Board approved the Consent Cal endar Itens,
M 1. 44835 through M. 44843 as foll ows:

44835 Adopted the California Environnental Quality Act
(CEQA) determnation and (a) affirnmed the Chief Executive
Oficer's determnation that the 9.335 acres at La Sierra Avenue
and Bl ackburn Road in Riverside County is surplus; (b) conplied
wi th Governnent Code Section 54222, Surplus Lands Act, by
offering the property to prescribed public agencies at a sale
price of its fair market value; (c) if the property is not
purchased by a governnment entity with preferential rights, sel

t he subject property by open or exclusive listing under

Adm ni strative Code Sections 8245 or 8246, respectively,
dependent upon the applicabl e disposition procedure; and

(d) market the property for sale on the open market for its fair
mar ket value (prelimnary estimate at $100,000 | ess costs), as
set forth in the letter signed by the Chief Executive Oficer on
March 25, 2002. (The conmittee tabled Item 1l relating to the
3.721-acre property on Arrow H ghway in La Verne.)

44836 Adopted the CEQA determ nation and (a) authorized an

i ncrease of $820,000 from $1,948,000 to a total of $2,768,000 in
Appropriation No. 15336, No. 2, fromthe Construction Funds; and
(b) delegated to the Chief Executive Oficer the authority to
award a conpetitively bid construction contract in an anpunt not
to exceed $2, 000,000 for the revised Entry Court | nprovenent
Project at the F. E. Weynouth Filtration Plant, as set forth in
the letter signed by the Chief Executive Oficer on March 18,
2002.

44837 Adopt ed t he CEQA determ nati on and aut hori zed
anendnent of the agreenment with Ellison, Schneider & Harris to

i ncrease the contract by $100,000 for |egal services relating to
State Water Resources Control Board process, as set forth in the
| etter signed by the General Counsel on March 15, 2002.

Director Harris requested to be recorded as voting no.
Director Onen requested to be recorded as abstai ning.
44838 Adopted the CEQA determ nation and authori zed

anmendnent of the contract with MCutchen, Doyle, Brown & Enerson
to increase the nmaxi num conpensati on from $250, 000 to $375, 000



M nut es -10- April 9, 2002

for legal services in San D ego County Water Authority v.
Metropolitan Water District, et al., San Francisco Superior
Court Case No. 320217 (Preferential Rights), as set forth in the
| etter signed by the CGeneral Counsel on March 15, 2002.

Directors Ball, Lewis, and Lovel and requested to be
recorded as abstai ning.

44839 Adopted the CEQA determ nation and (a) granted
condi ti onal approval for Annexation No. 78 concurrently to
Cal | eguas Muni ci pal Water District and Metropolitan, conditioned
upon receipt in full of annexation fee of $166,028.40 to
Metropolitan if conpl eted by Decenber 31, 2002, or if conpleted
| ater, at the then current annexation charge rate; (b) approved
Cal | eguas' proposed Plan for Inplenenting Water Use Efficiency
Qui delines; and (c) adopted the Resolution of Intention to

| npose Water Standby Charge (Resolution 8808) within the
proposed annexation territory, substantially in the form of
Attachnent 3 to the letter signed by the Chief Executive Oficer
on February 27, 2002, said Resolution entitled:

RESOLUTI ON OF THE BOARD OF DI RECTORS OF THE METROPCLI TAN
WATER DI STRI CT OF SOQUTHERN CALI FORNI A G VI NG NOTI CE OF

| NTENTI ON TO | MPOSE WATER STANDBY CHARGES CONTI NGENT UPON
ANNEXATI ON

44840 Adopt ed t he CEQA determ nati on and adopt ed

(a) Resolution 8809 granting Calleguas Minicipal Water
District's request for approval of Annexation No. 76, Parcel A
concurrently to Metropolitan and Cal |l eguas, conditioned upon
approval by the Ventura Local Agency Formation Conm ssion, and
establishing Metropolitan's terns and conditions for this
annexation; and (b) Resolution 8810 to inpose water standby
charge at a rate of $9.58 per acre or per parcel of less than
one acre within the proposed annexation, as set forth in the

| etter signed by the Chief Executive Oficer on March 18, 2002,
said Resolutions entitled:
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Resol ution 8809 RESCOLUTI ON OF THE BOARD OF DI RECTORS OF
THE METROPOLI TAN WATER DI STRI CT OF
SOUTHERN CALI FORNI A CONSENTI NG TO
CALLEGUAS MUNI Cl PAL WATER DI STRI CT' S
ANNEXATI ON NO. 76, PARCEL A, AND FI XI NG
THE TERMS AND CONDI TI ONS OF SAI D
ANNEXATI ON TO THE METROPCLI TAN WATER
DI STRI CT OF SCUTHERN CALI FORNI A

Resol ution 8810 RESCOLUTI ON OF THE BOARD OF DI RECTORS OF
THE METROPOLI TAN WATER DI STRI CT OF
SOQUTHERN CALI FORNI A FI XI NG AND ADGCPTI NG
WATER STANDBY CHARGE CONTI NGENT UPON
CALLEGUAS MUNI Cl PAL WATER DI STRICT' S
ANNEXATI ON NO. 76, PARCEL A

44841 Adopt ed the CEQA determ nation and adopted

(a) Resolution 8811 granting Western Minicipal Water District's
request for approval of the 45'™" Fringe Area Annexation
concurrently to Metropolitan and Western, conditioned upon
approval by the Local Agency Formation Comm ssion of Riverside
County, and establishing Metropolitan's ternms and conditions for
this annexation; and (b) Resolution 8812 to inpose water standby
charge at a rate of $9.23 per acre or per parcel of |less than
one acre within the proposed annexation, as set forth in the

| etter signed by the Chief Executive Oficer on February 27,
2002, said Resolutions entitled:

Resol ution 8811 RESCOLUTI ON OF THE BOARD OF DI RECTORS OF
THE METROPOLI TAN WATER DI STRI CT OF
SOUTHERN CALI FORNI A CONSENTI NG TO
WESTERN MUNI Cl PAL WATER DI STRICT' S 45™
FRI NGE AREA ANNEXATI ON AND FI XI NG THE
TERVS AND CONDI TI ONS OF SAI D ANNEXATI ON
TO THE METROPOLI TAN WATER DI STRI CT OF
SOUTHERN CALI FORNI A

Resol ution 8812 RESOLUTI ON OF THE BOARD OF DI RECTORS OF
THE METROPOLI TAN WATER DI STRI CT OF
SOUTHERN CALI FORNI A FI XI NG AND ADOPTI NG
WATER STANDBY CHARGE CONTI NGENT UPON
VESTERN MUNI Cl PAL WATER DI STRICT' S 45™
FRI NGE AREA ANNEXATI ON
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44842 Adopt ed t he CEQA determ nati on and aut hori zed paynent
of American Water Works Associ ati on Research Foundation's
(AWMRF' s) Vol untary Research Subscription Programfor fisca
year 2001/02, as set forth in the letter signed by the Chief
Executive Oficer on March 27, 2002.

44843 Adopt ed t he CEQA determ nati on and awarded a contract
to L. H Wods & Sons, Inc. in the amunt of $46, 860,000 for
construction of the H ghland Pipeline of the Inland Feeder
Program as set forth in the letter signed by the Chief
Executive Oficer on April 3, 2002.

Directors Ball, Lewis, and Lovel and requested to be
recorded as abst ai ni ng.

44844 The Chair reported that Agenda Item 9-2, water
conservation bill (AB 2734-Pavl ey), and Agenda Item 9-3, the
| egi sl ative water bonds, have been tabl ed.

44845 The Chair reported that Agenda Item 9-4, the
California fully Protected Species issue (SB 482-Kuehl) was
wi t hdr awn.

44846 The foll owi ng communi cati ons were submtted to the
Board for information:

a. Status report for the Inland Feeder Project for the
nont h endi ng February 2002, signed by the Chief
Executive Oficer on March 18, 2002.

b. Status report on activities to inprove Lake Perris
wat er quality and operations, signed by the Chief
Executive Oficer on March 18, 2002.

44847 Fol |l owi ng comments on the eval uati on process and the
performance of the Chief Executive Oficer, Director Castro
noved, seconded by Director Fellow and carried, approving the
recommendati on of the Executive Commttee that Chief Executive
Oficer Gastelum perfornmed at an "above expectations” |evel and
has earned the full support of the Board and awarded him a

$60, 000 increase in his flat rate salary to $275, 000, effective
April 9, 2002, and a pay-for-performance paynent of $20, 000,
effective July 1, 2002; as set forth in the letter signed by the
Chai rman of the Board on March 27, 2002. The Chief Executive
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O ficer shall remain eligible for annual pay-for-perfornance
awar ds.

Director Lew s requested to be recorded as abstai ni ng.

44848 There being no objection, the Chair adjourned the
Meeting at 11:10 a.m in nenory of Virgil Jones, chairman of the
Col orado River Board of California, and trustee of the Palo
Verde Irrigation District.

THOM COUGHRAN
SECRETARY

PH LLIP J. PACE

CHAI RVAN
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